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Deeision 88 11 0'l:1 NOV 9 1988. 

, .BEFORE THE PUBLIC "OTILITIES COMMISSION OF '.tHE S'.rATE OF CALIFO~~nc:d 

In the Matter of the Applicatio.n o.f )VQV·'" ~ 19~~\ 
Pacific' Bell (U 1001. C) fo.r') .... I '; ~ ... 
appro.val,' to.. the extent required or) Applieatio.n 88-08-03l . 
permitted by law, of its plan to. l (Filed AU9\1st 15, 19.88): 
provide enhanced services. . ) 

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

In this interim deeisio.n, we grant Pacitic Bell (Paeific) 
interim authority to. provide enhanced services as requested in its 
Emergency Motion for Ilmuediate Interim Autho.rity to- Provide Vo.ice 
Mail and Pro.toco.l Co.nversio.n Serviees (Emergency Motion), subject 
to. several conditio.ns o.utlined belo.w. 
Baclcqroun4 

In the above-entitled applicatio.n, Pacific requests 
approval o.f its plan to. provide enhanced serviees within the 
Federal Co.mmunicatio.ns Co.mmissio.n's (FCC's) Computer Inquiry III 
tramewo.rk.1 Pacific specifically requests interim authority to 
pro.vide enhanced serviees under its FCC eo.mparably efficient 
intereonnection (CEI) plans or requests fo.r waiver, and final 
approval of the application to-provide such serviees under its ~CC 
o.pen network architecture CONAl plan. 

The leqal and regulatory picture surrounding the FCC'$ 
Computer Inquiry III framewo.rk is the subject of co.nsiderable 
uneertainty. This co.mmission has joined with a num))er of other. 
parties in appealing the actio.n of the FCC in preempting· state· 
regulation o.f enhanced services and prohrbitinq structural 
separation rules to.rthe Bell Operating Co.mpanies(BOCs) .. · This 

1 See the co.mpani~n decisio~ being: issued today in Appi!cation 
CA.) 88;-07-011 foX'.a: brief <1iscussion of the FCC's Computer Inquiry 
III framewo.rk.· 
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review is currently pending betore the United states Ninth Circuit 
Court of Appeals, and its outcome could have a major impact on the 
scope of authority of this Commission over intrastate enhanced 
services. 2 In addition, the CEI and ONA rules of the FCC are yet 
to be fully defined, much less fully implemented, and as a result 
are subject to· additional uncertainty. Finally, ,the participation 
of' the Bees in the provision of enhanced services, Whether on a 
separated or unseparated basis, has been subj ect to restrictions 
impo~ed by the United states District Court for the District of 
Colu:ml:>ia (consent Decree Court) under the At&T' Consent Decree. 
These restrictions have been partially lifted by that court in 
recent deeisions, but it retains some jurisdietion over antitrust 
,~d other pU))lie interest matters pertaininq to enhanced services. 

Under the FCC's preemption of state regulation of 
enhanced services, this Commission's authority with regard to,.such 
services is unclear at this time. It appears that under the ,status 
quo the commission may have the authority to determine the 
accounting treatment of enhanced services, incluc1in9' whether or not 
revenues and expenses are included in utility revenue requirements. 
In addition, the Commission may be able to prescribe *non­
structural sateguards* as long as they are not inconsistent with 
the FCC'S provisions. The commission may also specify terms and 
conditions regarding the price and uS4qe ot basic network services 
which underlie the' provision of intrastate enhanced services. 
Finally, the commission may wish to prescribe additional, provisions 
to address areas not covered by the FCC rules,.. e.g., billing and 
other consumer protection measures. 

In essence, Paei:fie requests'interim authorit:ytootfer 
certain enhanced'services'while the Commission deliberates 'on i.ts 

2 bople- or the State 0:[ california y Federal COmmUnicati6n~' 
eomrnission" case Nos. 87-7230, et al.,.. Ninth Circuit Court ot, 
Appeals. 
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requirements in these areas. Pacific pledges to tollow the FCC's 
competitive sate9Uardsdu~inq the period ot interim authority and 
proposes to place the revenues and expenses in its wabove-the-lineH 

revenue requirement. It suggests that tinal resolution of the 
Commission's policy on ratemakinq (Habove-the-linew or'WDelow-tbe­
lineW) trea'bnent for enhanced services would be deferred to later 
consideration byplacinq revenues and expenses in tracking 
accounts .. 

. Pacific's Bmergenscy Jlot12n 
On October Zl~ 1988 Pacitic filed an Emergency Motion to 

expedite action on this application. Pacific alleges it bas 
customers waiting to su))scribe to both its voice :mail andprotoeol 
conversion. services and will face competitive barm while ·awaiting 
regulatory.approvals that its competitors do not seek or obtain 
prior to marketing their services in california ... • (Pacific's 
Emergency Motion, p. 2.) Pacific represents that three of the 
seven protestants to its application have agreed to sign a 
stipulation concerning. interim approval of enhanced services 
attached to its :motion. 

I ' 

At a prehearinq conference (PRC). previously set for 
October 28~ 1988' in this application the assiqned Administrative 
Law Judge (AtJ) asked all the protestants to present their V 
positions regarding Pacific's motion. 

No party present at the PHC opposed Pacific's motion for 
interim authority, although several parties declined to sign 
Pacific's proposed stipulation. Counsel for the Rueben H. 
Donnelley Corporation (D9nnelley), an interested party, had not 
seen the motion and requested time to review it and tile a response 
if necessary.. The AIJ ruled that Donnelley or any other party 
could file responses by Novem))er 2", 1988. 'l'he AIJ announced. the 
Commission's intention to place a decision granting interim 
authority on the November 9, 1988 Commission conference agenda. No 
party present objected to ·that procedure • 
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On November 2, 1988 pacific 'served by express mail all 
appearances ;from the PHC who had not been s.erved a copy of 
Pacific's. Emergency Motion. Pacific was instructed by theAliJ t~' 
include in its cover letter that responses by these parties to the 
Emergency Motion would be,accepted no- later than November 7, 1988. 

By letter dated' November 7, 1988 Oonnelley informed the 
~ it did not oppose Pacific's motion, reserving its rights to' 
challenge Pacific's views on ratemaking of enhanced services in 
1.87-11-033. 
Discussion 

We are interested in promoting the development of 
valuable new services, including those classified as enhanced 
services. We are convinced, based on representations at the PHC by 

~acitic, the Division of Ratepayer Advocates, anel most protestants 
to' the unelerlyinq application, that we can grant interim authority 
pursuant to Pacific's Emergency Motion without prejuelicinga 
careful consideration of important policy, issues at a later elate. 

'l'here should be no mistaking this grant ot interiltl 
authority as a sign that we take lightly the issues posed by the 
request tor'final approval in this application. ~he ratemaking 
treatment proposed by Pacific, ,in particular, will be subject to 
extensive consideration by the Commission.) 

3- By AJi1 ruling at the October 28, 1988 PHC, the Commission 
indicated that it expects to resolve the fundamental issue of 
whether enhanced services will :be treated above the line or below 
the line in Phase II of I.87-11-033. Pursuant to Decision (D.) 
88-08-024 dateel August 10, 1988 the ratemakinq treatment of 
enhanced services will be considered in conjunction with the 
general issue of how new services shOUld be treated in LEe 
requlatory frameworks.. We anticipate that in further action in 
this proceeding, A.88-08-031,. we will address any more specitic 
issues regardinqenbanced services accountinq treatment and cost 
allocation methodology that are not resol ve<!l in the policy . 
foundation laid. 'down·in, a,Phase II decision. 

- 4 -



• 

• 

A.88-08-031 ALJ/KK/eac * 

We do not intend to determine the issue o~ above- or 
below-the-line treatment .of enhanced serv'ices at this time. The 
only ~uthority we grant at this time is for Pacific to institute 
separate tracking or mcorandum accounts recording the complete 
research, development" deployment, operating and maintenance costs, 
and revenues of its voice mail and protocol conversion services. 
The authority granted today is conditioned on the approval of the 
~ormat of the memorandum accounts by the Commission's Advisory and 
Compliance Division (CACD). We reserve' the right to.alter or ~dd 
to these tracking procedures in our grant of final authority at a 
later date. 

While the Emergency Motion asks for immediate intertm 
authority for only voice mail and protocol conversion services, the 
application refers to other enhanced services th~t Paci~ie proposes 
to offer at a later date. We wish to preserve our options with 
regard to the appropriate treatment of these additional enhanced 
services as well. Accordingly, we will order Pacific to institute 
separate tracking or memorandum accounts for each additional 
enhanced service for which it begins" or has begun, planning, 
research, or development .. 

Since the issue of our ability to requlate Pacific's 
enhanced services is unresolved" this interim authority to set up 
memorandum accounts i5 not an endorsement of any of Pacific's 
proposed enhanced services offerings. Pacific proceeds with these 
offerings at its own financial risk~ The memorandum accounts will 
allow Pacific to proceed with some enhanced services offerings 
without prejudicing our ability to· determine the appropriate 
accounting treatment for enhanced services atter all parties have 
had an opportunity to litiqate their positions on that issue. We 
retain the option to place all enhanced services' costs. below the 
line eVen thouqh we authorize these memorandum accounts •. We need 
not make a ~indinq· of imprudence on Pacific's part to place costs. 

. ," ' 

tracked in memorand.um accounts below. the line. The' determination. 
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of whether these services will be treated above or below the line 
is a policy question whic:h will not turn solely on whether the 
~un<1s have been prudently spent,. and. which indeed :may be resolved 
without a' consideration ot prudency. 4 

Finally,. we reserve the right to-' address additional 
issues or make changes in the authority granted in this decision 
sbould circumstances change due to- action by the FCC or the federal 
courts. 
Billing XSsues 

We note one turther set ot issues that must be addressed 
in this grant of interim. authority. Information Providers 
Association CIPA), one ot the protestants to, this application, 
raises the question whether Pacific will be billing end-users for 
its own enhanced services in the same bill used tor its regulated 
services. IPA alleges that Pacific will have Wan enormous 
competitive advantage- over other enhanced. service providers if' it 
bills tor itself and. not for other providers. As we note in our 
companion decision onA.SS-07-011, this issue has become 
controversial at the FCC and will l:Lkely be addressed soon in 
deliberations there. 

As e~~ressed in its CEI plan tor voice mail,. Pacitic 
intends to use its regulated telephone bill to collect charges for 
enhanced services. As compensation 'tor that service,. Pacific's 
voice mail operation would be allocated costs based on the FCC's 
Part 64. We have a number of concerns with this approach,., 

4 For exa:mple, we may decide as a matter ot general policy that 
all unregulated enhanced services shall properly be excluded trom 
ratemaking accounts. Such a determination might be made without 
reference to any examination of specitic enhanced services or their 

. prudency. In contrast,. it we should. qenerally allow enhanced 
services investment and expenses into- ratemaking,we'may choose. to 
also allow tor the possib1~1ty of prudeney reviews • 

- 6 -
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First~ our policy regarding transactions with unregulated, 
affiliates eontinues to be that the utility must charge, its 
affiliate at least the greater of cost or value for any assets or 
services transferred (and we have imposed additional requirements 
in many circumstances). We have not reviewed Part 64, and we are 
unable to, certify that its allocations me~t this criterion. 
Second, Pacific may disconnect basic service for customers who do 
not pay its bills for regulated services (with the exeeption of 976 
intormation access serv-ice).. Pacific's enhanced service 
competitors can, enforce no such sanction for nonpayment. It would, 
also be unfair to permit Pacific to, disconnect customers for unpaid' 
bills where our authority to resolve disputes regarding these 
services is unclear. Third~ Pacific's bills carry a certain 
legitimacy in the minds. of ratepayers. that should reduce 
uncollectibles even in the absence of an overt threat of 
disconnection ( although certain other b,illinq arr~qe:ments through 
other firms may offer this same advantage).. Fourth, the use of the 
phone bill as a deferred collection mechanism raises the issue of 
extending unsolicited credit to- the phone customer for new and 
potentially unregulated' services through the use of the customer's' 
phone. Considering these issues in toto, it is not' obvious that 
Pacific's billing plan is fair to enhanced service competitors. 

However, we are also concerned about the need, for Pacific 
to offer these two services now for the reasons discussed 
elsewhere. We would prefer to condition this interim grant of 

authority on billing terms that may not be ideal but that would at 
least be workable and not disadvantage Pacific's competitors or 
Pacific"s ratepayersin.any certain or obvious way. We will 
therefore approve Pacific's billing plan on an interim basis only 
provided that no customer will. be disconnected from any regulated . 
service for failure to pay for any enhanced services offered by' , 
Pacific. Every customer who is billed for either of these enhanced 
services byPacitic should reeeive a el~ar bill notice. to: this· " 
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effect initially and at least once every six months thereafter. We 
will als~,order a hearing in this docket.to consider these and .' 
other issues regarding billing for enhanced services, including' 
consumer protection measures and whether or on what terms Pacific's 
competitors should.be al)le to have access to Pacific's reg'Ulated 
telephone bill to collect payment for enhanced services they 
provide. This hearing' shoUld be scheduled contemporaneously with 
the hearing we have ordered regarding the viability of Pacific's 
packet switching service .. 

In thi~ situation, it would have been pre~erab1e for 
Pacific to better 'identity relevant issues~ such as customer 
billing when applying for extraordinary relief from. this 
commission. 
Findings or lact 

1. The commission has been preempted from. requiring tariffs, 
'structural separation, or inconsistent non-structural competitive 
safeguards for Pacific's enhanced. services pending our appeal of 
these issues in the Ninth Circuit Court of Appeals. 

2. The memorandum accounts authorized today allow this 
commission to defer consideration of the appropriate ratemaking 
treatment for enhanced services t~ a future date. 

3. The Emergency Motion requests permission for Pacific to . 
conunence offering' voice mail and protocol conversion services only. 

4. Pacific asserts that it has customer demand for these 
enhanced service offers which it is unable to fill without the 
regulatory approval it seeks in its Emergency Motion. 

S.. Pacific asserts that its competitors neither seek nor 
obtain·· requlatory a~proval before offering competing enhanced 
services in· california. ',' 

,6-. The Commission does not endorse any of Pacific's'enhanced 
service'offersat:this·tlJUe .. 

- 8' -
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7. Pacific's voice mail CEI plan proposes to render bills 
for enhanced services:throuqh Pacific's requlated.telephonebill 
using the FCC'S. Part 64 to allocate costs for this service. 

s:. Pacific's billing plan raises issues of appropriate 
compensation for the billing'service, extension of .unsolicited and 
unlimited credit for the provision of new and potentially 
unrequlated services, possible disconnection of regulated customers 
for nonpayment of enhanced services bills, the intangible 
credibility of a requlated utility bill, and potential access by 
enhanced services competitors to Pacific's billing service. 

9. The ability to disconnect regulated services for 
nonpayment of enhanced services charges would be a competitive 
advantage for Pacific vis a vis its enhanced services competitors. 

J.O. Disconnection of regulated customers for nonpayment of 
enhanced services charges would raise serious consumer protection 
concerns. 

11. On a permanent basis, these billing issues will require' 
examination and clarification to assure that Pacific's customers 
and competitors are treated fairly. 
C2nclusions of Law 

1. Interim authority to provide voice mail and protocol 
conversion services pursuant to-Pacific" s Emergency Motion should 
be granted, subject to conditions stated herein. 

2. 'I'his interim authority shall have no- precedential effect 
with regard to other enhanced services which Pacific may wish to 
have authorized in this application, or with regard to the 
conditions for permanent-authoritY'under the application. 

3. Consistent with Pacific's request· for interim 
procedures pending resolution of accounting treatment and other 
issues, . ·the commission should grant interim. authority to provid~ 
exlhanced servic~ with the understanding that .no decision is· being 
:made alx>utthe accounting treatment of intrastate enhanced services 
at: this·tilne ,and that all services provided pursuant to the. . . 

- 9 .-
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interim authority will be subject to the appropriate accounting 
treatment determined by the commission when a final decision on the 
application is made. The utility in exercising this interim 
authority will accept the tinancial risk associated with proceeding 
under thisuneertainty about the eventual accounting treatment. and 
its impact on interim operations. The accounting treatment, issues 
being deterred include whether the revenues, investment, and other 
expenses ot each service will be included in any revenue 
requirement or other m.easure used for ratemaking purposes. In 
addition, procedures :fordeterm.ining what specific amount of total 
utility costs will be included or excluded from intrastate revenue 
requirements or other :measures. used for intrastate ratemaking- is 
alsO: deferred .. ' 

4.pendinq final resolution of the Conunission"s poliey 
regardinq theratemakinq treatment of enhanced services, Pacific 
should make no effort to recover the costs througn ratemaking- . 
assoCiated with enhanced' services provided pursuant to·. interim 
authority. 

, 5. Interim authority for Pacific to set up memorandum 
accounts 'for enhanced services should be granted to the. extent set 
forth below~ 

&. Pacific should be ordered not to disconnect regulated 
services for nonpayxnent of. enhanced service charges, and affected 
customers should be given clear and regular notice in this regard. 

7. Pacific should follow the procedures set forth in .its 
application for the, submission of information packaqes to the 
Commission statf and all parties herein prior to the introduction 
of services. 

8. The Commission reserves, the right to',ohange and, .if 
appropriate" impose ad.ditional requirements at anytime in the 
tuture whether before 'or after the "final" disposition ot.the 
application' tor goodcause .. inoludinqa Change in the commission"s 
legal options'as a result of· developments in the Computer III 

",. 
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juaici~l appeal. or· further action by the FCC O'r the CO'nsent Decree 
CO'urt. t ' 

1'1" IS ORDERED that: 
l~ Pacific Bell (Pacific) shall institute separate 

memO'randum accO'unts following the di.rectives of Ordering Paragraph 
NO'-. 2, tracking the complete research, development,. deployment,.' 
eperating and maintenance cests, and all revenues attributed to'· its 
veice mail'andprotO'colconversiO'n services. . , 

2'. All revenue, investment, and otberexpense aInountswhieh 
are directly or indireetly incurred or otherwise might be 
associated via CO'st allO'eationwith the services offered under this . . 
interim authority shall be placed in separate tracking accounts and 

, . , 

reported m.onthly to- theconunission Advisory and compliance Division. 
(CACD)~, Wherever estimated or allocated amounts are involved, the 
methodology used for such estimatiO'n or allocation shall be 
described and,wO'rksheets detailing cO'mputatiO'ns shall be prO'vided. 
Separate'accO'unts shail· be maintained fO'r each enhanced service-, 
offered' under this interimauthO'rity. FO'r tracking purposes,. all 
revenues received and investment and other expenses incurred trom 
the date that planning, 'research or develepment began for each 
service· should be included. If this date tor any given service is 
prier to the date ef this decision, a summary repO'rt'of all ameunts 
incurred priO'r to the,date O'f this decisiO'n shall be prO'vided 
within 9'0 days frO'm today.. All amO'unts incurred frO'm the effective 
date O'f this decisiO'n fO'rward shall be reported within 45· days of 

. , 

the clO'se ef the' month in. which the revenues or expenses accrue. 
InadditiO'n, Pacific shall set up such accounts fer each O'ther 
enhanced service tor which it begins.,.· or has begun, planning,. . 

• I" 

research, or:development • 
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3. Pacific shall obtain CACO's written approval of its 
proposed memorandum accounts prior to their implementation., 

4. All of Pacific's rates subject to regulation (includinq 
rates subject to potential regulation continqent on the outcome of 
judicial appeal) from the effective date of this decision forward 
are subject to refund ~asedonratemakinq adjustments asa result 
of the final disposition of the issue of whether some or'all'ot 
Pacific's enhanced services should ~e accounted for ~ove or below 
the line. 

s. Pacific shall not disconnect any requlated services. 
solely for nonpayment of enhanced services- charges .. Pacific shall' 
notify customers receiving bills for enhanced'services of this rule 
when customers receive the first such' bill, '. and at least each six: 
months thereafter. Pacific shall coordinate this-notice with the 
coxnm.ission's- Public Advisor. 

(). Any termS and conditions governing access to and the use 
of regulated billinqservices by Pacific's enhanced services 
operations. shall be considered as interim pending a review of 
billing services issues by the Commission. 

7.. Any end-user complaints about. service quality or billing 
matters which are received by Pacific's enhanced services 
operations or Pacific's regulated business offices shall be 
recorded as to, number and nature and reported to CACD ~ithin 45 
days of the close of the month in which the complaints are 
received. 

a.. Any existinq consumer and competitive safeguards shall be 
considered to be·interim. The Commission will consider applying 
additional or complelllentary safeguards -in its final decision on the 
application. 

9 •. In all instances where-tariffed services are' available" 
Pacific"s enhanced services operations shall pay tariffed· rates, for.'· 

, >' , \ . 

the use of such" servic~s. 
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10. The billing' issues referenced. in the discussion,. finding's 
of· tact, and conclusions of law will be/the subject of a duly­
noticed hearing in this proceeding' ~ After this. hearing', . the 
COmlUission lDay revise or modify any or all aspects of Pacific's 
inte~ authorization t~ bill for enhanced services. 

This order is effective todayw 
Dated NOV 9 19BR , at san Francisco, california. 
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First, our policy regarding. transactions with unregulated 
I 

affiliates continues to'~ that the utility must charge its I 
affiliate at least the greater of cost or value for any asset~or 
services transferred (and we have imposed additional requir~ents 
in many circumstances). We have not reviewed Part 64, an~we are 
unable to certify that its allocations meet this criter'on. 
Second, Pacific may disconnect basic service for cus mers who do 
not pay its bills :for regulated services (with the xception of 9'76, 

information access service). 
competitors can enforce no such sanction for no It would 
also be unfair to permit Pacific to disconnec customers for unpaid 
bills where our authority to resolve' disput regarding these 
services is unclear. Third" Pacific's bilj's carry a certain 
legitimacy in the minds of ratepayers th;tt should reduce 
uncollectibles even in the absence of ~ overt threat of 
disconnect, ion (although certain oth;tSr illing arrangements thrO,U9h 
other firms may offer this same adv tage). considering these 
issues in toto, it is not obvious at Pacific's billing plan is 
fair to enhanced service competitors. 

However, we are also ~ncerned about the need for Pacific 
to offer these two services n~' for the reasons discussed 
elsewhere'. We would prefer ~ condition this interim grant of 
authority on billing terms that may not be ideal but that would· at 
least be workable and not;lisadvantage Pacific's competitors. in any 
certain or obvious waYSfe will therefore approve Pacific's 
billing plan on an inte im basis only provided that no customer 
will be disconnected om any regulated service for failure to pay 
for any enhanced se ices offered by Pacific. Every customer who 

of these enhanced services by Pacific should 
notice to this effect initially and at least 

once every six mo ths thereafter. We will also order a hearing in 
thisdoeket to nsider these and other issues regarding billing 
for enhanced, services, including consumer protection measures and 

/ 
- 7 -
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whether or on what terlnS Pacific's competitors should. be 

have access to ~acific's regulated telephone bill t~col ect: 
payment for enhanced services they provide. This hear q should be 
scheduled contemporaneously with the hearing we have. rdered 
reqarding the viability ot Pacific's packet switchi service. 

In this situation, it would have been p terable tor 
Pacific to better identify relevant issues when plyinqfor 
extraordinary reliet from this Commission. 
Pindincm Of PAct 

1. The commission has been preempted rom requirinq tariffs, 
structural separation, or inconsistent non truetural competitive 
safeguards for Pacific's enhanced servic pending our appeal of 
these issues in the Ninth Circuit Court f Appeals. 

2. The memorandwn accounts autb rized today allow this. 
Commission to defer consideration of e appropriate ratemakinq 
treatment tor enhanced services t~ future date • 

3. The Emergency Motion re ests. permission for Pacific tOo 
commence offering voice mail and rotocol conversion services only~ 

4. Pacific asserts that has customer demand tor these 
enhanced service otters which t is unable to fill without the 
regulatory approval it seeks its Emergency Motion. 

S. Pacific asserts. t its competitors neither seek nor 
obtain requlato~ approval tore offering competinq enhanced 
services in california. 

&. The Commissio 
service offers at this ime. 

of Pacific's enhanced 

7. Pacific's v cemail CEI plan proposes to render bills 
for enhanced service through. Pacific's regulated telephone bil.l 
using the FCC's ~ 64 to allocate costs for this service. 

8. billing plan ra.ises issues of appropriate 
compensation for e billing service, possible disconnectionot 
requlated custom is. tor nonpayment of enhanced. services bills, the . 
intangible credib~lity, ot a requJ.a.ted utility bill, and.- potential 

- 8' -
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access by enhanced services competitors to Paci~ic's billi 
service. 

9. The ability to disconnect regulated services 
nonpayment ot enhanced services charges would be a 6 
a<1vantage tor Paci~ic vis a vis its enhance<1 se competitors. 

10. Disconnection o~ regulated customer ~or nonpaymentot 
enhanced services charqes would raise seri consumer protection 
concerns. 

11.' On a permanent basis, these b' linq issues will require 
exa",;nation and clarification to ass 
and competitors are treated ~airly. 
Conclusions of Law 

1. Interim authority to p vide voice mail and protOcol 
conversion services pursuant to Pacific's Emergency Motion ,should 
be granted, subj'ect to condit ns . stated herein. 

2. This interim autho i ty shall have no precedential e~fect 
with regard to other enhan d services which Pacific may wish to 
have authorized in this a lication, or with regard to the 
conditions for permanent authority under the application. ./ 

3. consistent Pacific's request ~or interim V 

procedures pending re lution o~ accounting treatment and other 
issues, the Commissi n should qrant interim authority to provide 
enhanced services w th the und~rstandinq that no decision is beinq 
made about the ac untinq treatment of intrastate enhanced services 

that all services provided pursuant to the 
will be subject to the appropriate accounting 
edby the commission when a final decision on the 

interim authori 
treatment dete 
application made. 'l'he utility in exercisinq this interim . 
authority w' 1 accept the financial risk associated with proceeding. 

certainty about the eventual accounting treatment and 
on interim operations. 'l'he accounting treatment issues 

under this 
its impa 
being d erred include whether the revenues, investment,;. and-other, 

s of each service will be included in any revenue 

- 9 -
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. I 
requirelnent or other measure used for ratemaking purposes. In 
aaaition, procedures tor determining what speeific aJount of total 
utility costs will be included or excluded from in astate revenue 
requirements or other measures used for intrasta ratemaking is 
also deferred. 

4. Pending final resolution of the Co ission's policy 
regarding· the ratemaking treatment of enh eed services, Pacifie 
should make no effort to recover the cos s through ratemaking 
associated with enhanced services provo ed pursuant to interim 
authority. 

5. Interim authority tor Pac ic to set up memorandum 
accounts tor enhanced services sho ld be granted to the extent set 
forth below. 

6. Pacific should be ord red not to disconnect regulated 
services for nonpayment of e cedservice charges, and affected 
customers should be given e1 r and regular notice in this regard • 

7. Pacific should to low the procedures,set fo~ in its 
application for the submd ion of information packages to-the 
Commission staff and all rties herein prior to the introduction 
of services. 

8. The Commiss n reserves the right to change and,. if 
appropriate", impose ditional requirements at any time in the -

future whether befo e or after the "final'" disposition of the ' 
cause inclUding a change in the Commission's 

result of developments in the Computer III 
application tor go 
legal options as 
jud'icial appeal r further action by the FCC or the Consent Decree 
Court. 

XT'-ZS- ORDERED that: 
Pacific Bell (Pacifie) shall institute separate-

mem.oran _ um. accounts following the directives of' Order1ftq- Paragraph. 

- 10 -
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No.2, tracking the complete research, development, 
operating and maintenance costs, and all revenues' ttributed t~.its 
voice ~ail and protocol conversion services. 

2.. All. revenue, investment,. and other e nse amounts which 
are directly or indirectly incurred or otherw. se might be 

associated via cost allocation with the se ces offered under this 
interim authority shall be placed in sepa~ te tracking accounts and 
reported monthly to the Commission Advis 
(CACO) ~ Wherever estimated or allocate 
methodology used tor such estimation 0 

and Compliance Division 
amounts are involved,. the 

allocation shall be 
described and worksheets detailing c putations shall be provided. 
Separate accounts shall be maintain 
offered under this interim authori 

for each enhanced service 
For tracking purposes, all 

revenues received and investment d other expenses incurred from 
the date that planning, researc or development began tor each 

service should be included.. I this date for any qivenservice is 
prior to the date ot this dec' ion, a summary report of all amounts 
incurred prior to the date 0 this decision shall be provided 
within 90 days from today_ :All amounts incurred from the effective 
date ot this decision forw rd shall be reported within 45 days of 
the close of the month in which the revenues or expenses accrue. 
In addition, Pacific sha 1 set up such accounts tor each other 
enhanced service for wh ch it begins, or has bequn, planning, 
research, or developm t. 

3. Pacific sh 1 obtain CACD'S written approval ot its 
proposed memorandumaccoWlts prior to their implementation •. 

4. Allot cific's rates subject to· regulation (includinq 
rates subject to tential regulation continqent on the outcome ot 
judicial appeal) from the effective date of this decision forward 
are subjeet to tund.based on ratemaking adjustments as a result 
of the :final d1 position ot the issue ot.· whether some or all of 
Pacific's ~u:u,.,cedservices should be accounted for. above or. below 
the line. 

l.' 
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5. Pacific shall not disconnect any regulated servi s 
solely for nonpayment ot enhanced services charges. . Pac fic shall 
notify customers receiving bills for enhanced service 
when customers receive the first such bill~ and at ast each six 
months thereatter. Pacific shall coordinateZ: th's otice with the 
commission's Public Advisor. 

6·. Any terms and conditions governing ccess to and the use 
ot regulated billinq services by Pacific's ranced services 
operations shall be considered as interim nclinq a review of 
billing services issues by the Commiss1 

7. Any end-user complaints abou service quality or billing· 
matters which are received by Pacifi s enhanced services 
operations or Pacific's regulated b siness offices shall be 
recorded as to number and nature d reported to CACO within 45· 

days of the close of the m07.th' which the complaints are 
received. 

8. A:ny existing cons r and competitive safeguards shall be 

considered to be interim. ~e Commission will consider applying 
additional or complemen: I safeguards in its final decision· on the· 
applieation_ 

9. In all ins es where taritted services are available, 
Pacific's enhanced·se ices operations shall pay taritfed·:rates for 
the use ot . such serv ces .. · 
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