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BEFORE THE.PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
PACIFIC BELL, a corporation, for ) 
authority t~ increase certain intra- ) 
state rates and eharges applicable ) 
t~ telephone services furnished ) 
within the State of California. ) 

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

And Related Matters. ) 
) 
) 
) 
) 
) 

Application 85-01-034 
(Filed January 22, 1985-; 
amended June 17, 1985 and 

May 19', 1986) 

I. 8.5-03-078' .. 
(Filed March 20,. 1985-) 

OIl 84 
(Filed December 2, 198'0) 

C.85-11-028· 
(Filed November 17,. 1985.) 

(see Decision 88-07-022 for appearances.) 

QrINIQN 1IQOIFJING DlelSON 88=07-0~2 

By a petition filed on November 1, 1988 twelve small 
independent local exchange telephone companies (LECs)l have 
requested a modification of Appendix B of Decision (0.) 88-07-022 
concerning the mechanism for implementing the intrastate High Cost 
Fund authorized in Ordering- Paragraph 64 of that Decision. These 
parties wish the Commission to authorize use of a surcharge, 
surcredit, or memorandum account option for annual revenue effect 
filings when: the LECcan demonstrate good cause for adopting such. a 
mechanism . rather than adjusting its recurring exchange rates·. They 

1 . The companies are CP National, Evans Te,lephone Company, GTE, 
West Coast Incorporated, Happy Valley Telephone Company, Hornitos 
Telephone Company, Kerman Telephone Co., Pinnacles Telephone 
Company, Sierra Telephone Company, The Siskiyou Telephone Company, . 
'l'uolumne ~elephone·Company, The Volcano Telephone' Company, and 
Winterhaven Telephone Company. 
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propose adding the following sentence to the end of Section B of 
Appendix B: 

For good cause, a company may propose in its . 
advice filing that in lieu of increases· or 
decreases to its recurring exchange rates, it 
instead be authorized to utilize a surcharge, 
surcredit, or memorandum account to reflect the 
net revenue change, and such proposal shall 
take effect if and to the extent approved by 
Commission resolution. 

The petition explains that such options ,are especially 
useful where net revenue increases or decreases will be' reversed 
within a very short time due to the timing of Commission 
proceedings. It also emphasizes that the requested modification 
would only authorize the affected companies to Rropo~ such rate 
devices. Actual approval of, the company proposal would be by 
Commission resolution following the LEC's advice letter filing. 

The Division of Ratepayer Advocates (ORA) filed a timely 
response to the LEC's petition. ORA supports the proposed 
modifieation for surcredit and surcharge options, but opposes the 
memorandum account option, arguing that an LEC might use a 
memorandum account to reflect overcollections thereby depriving 
customers. of a positive revenue requirement adj,u~rtment while 
passing on negative revenue requirement adjustments through billing 
surcharges. 

ORA,also recommends that the requested modification be 

ltmited to a "one time only authorization" for 19B9. ORA bases 
this recommendation on its pos.ition that there is, not a sufficient 
showing in the record to permanently amend the HeF implementation 
plan. 

We agree with the petitioners that a modification 
allowing for surcredits or surcharges is appropriate in 
circumstances where revenues are expected to change within'a short 
time: ~riod.. However, we are concerned that use of memorandum. 
accounts may unexpeetedly lead t~ accumulation of very large 
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a:mounta of excess revenue tor which no offset is available. Even 
when refunds with interest are later paid, overcolleetions ~re, as 
ORA points out, essentially unfair to- ratepayers and ought to· be 

avoided whenever possible since the means of accomplishing the 
refund- ,is necessarily imperfect. 

However, memorandum. accounts are not unreasonable in the 
case where a company is already in the position ot owing a very 
large refund, while being confined to a very small total intraLA7A 
billing base.Z We will accomplish this by allOwing companies to 
choose to limit any surcredit to 50% of total intraLAXA billing 
base even where that is insu:f~icient to- completely deplete an 
existing memorandum. account. Any other outcome could result in the 
unacceptable possibility of negative rates. 

We will not restrict this moc1ification to the 198-9' ,RCF 
filing as ORA recommends. To do so simply opens the poss~ility of 
further petitions such as the present one if large rate shifts are 
pending in :fUture, years when these HCF filings are due. Our 

determination of whether the LEe has demonstrated good cause for 
deviating from the' preferred rate adjustments provides sufficient 
protection against future miSUBe_ We see no evidentiary impediment 
to, a general, rather than a one time restriction. 
Pindings 9;(' Foct 

1. This petition for modification asks for authority, where 
900d cause can be demonstrated, to choose a surcharge, surcred:i:t, 
or memorandum account option for implementing annual rate changes 
pursuant to the provisions o:t the intrastate Hiqh Cost Fund 
authorized'by 0.88-07-022. 

2. Use of memorandum accounts can lead to accumulation of 
large a:mounts of excess revenue for which there is no offsetting,', 

2 This is presently true for Hornitos Telephone Company. 
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balance... Such overcollections are undesirable and. should. De 
avoided whenever possible. 

3.. DRA. recommends restricting the proposed options. to- 1989 
HCF filings. 
gmclusions of Lay 

1. It is. reasonable to, provide local exchange carriers with 
the choice o~a. surcharge or sureredit rather than rate changes in 
conjunction with annu~ intrastate Hiqh Cost Fund advice letter 
filings where the proponent can demonstrate good cause for doing 
so. 

Z.. It is reasonable to permit the use of memorand.um. accounts 
in the narrow situation where to do otherwise would result in 
negative or extremely low rates due to the small total intra~A 
:billing ,:base of the local exchange carrier. 

3. The Commission's review of an LEe's good cause showing 
~or implementation ot one o~ the proposed options protects aqainst 
:misuse by the LEes. and. makes restriction to- only 1989' tilings 
unnecessary • 
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r.r XS ORDERED that the tollowing additional sentence be 

added to the end of Section B of Appendix B. of Decision 88-07-02'2':. 
For goo4 cause, a company may propose in its 
advice tiling that in lieu ot increases or 
decreases to its recurring intraLATA exchange 
rates it instead be authorized to utilize a 
surcharge or surcredit to rerlect the net 
revenue change.. In addition, a company :may 
choose to limit any surcredit to 50% of its 
total. intraLAXA billing base even where that is 
insutticient to deplete an existing memorandum 
account_ 

'!'his order is eftecti ve today .. 
Dated DEC 91988 , at san Francisco, Calitornia .. 
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In the· Matter of the Application of 
PACIFIC BELL, a corporation, for 
authority to increase certain intra­
state rates and charges applicable 
t~ telephone services furnished 
wi thin the State of california. 

And Related Matters. 

(see Decision 88"-07-0 
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22', 1985; 

17, 198:5 and 
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Karch 20', 1985) 

OIl 8"4, 
December 2, 1980) 

C.86-11-028: 
(Filed' November 17', 1986) 

for appearances.) 

By a petition "'~'''''''''''J on November 1, 198"8 twelve small 
ephone companies (LEes)l have 

Appendix B. of Decision (D.) 88-07-022 
implementing the intrastate High Cost 

Paragraph 64 of that Decision. These 
COl~Ls~~oln to authorize use of a surcharge, 

m~mOl~arld~. account option tor annual revenue eftect' 

independent local exchange 
requested a modification 
concerning, the mechanism· 
Fund authorized in ur,c,eJr:U:lq 

parties wish the 

mechanism rather 
demonstrate qoocl cause foradoptinq such a 

adjusting its recurring exchange rates. They 

1 The companies are CP National, EVans Telephone Company, GTE 
West Coast Incorporated, Happy Valley Telephone Company,. Hornitos 
Telephone Company, Kerman Telephone co-., Pinnacles Telephone 
Company, Sierra Telephone Company, The Siskiyou Telephone Company, 
'l'uolumneTelephone Company, The Volcano Telephone Company,. and , 
Winterhaven Telephone Company • 
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propose addin~ the following sentence to> the end of Section S of 
Appendix B: 

For good cause, a company may propose in its 
advice tiling that in lieu of increases or 
decreases to- its recurring exchange rates, it 
instead be authorized to utilize a surcharge, 
surcredit, or memorandum account to- reflect the 
net revenue change, and such proposal shall 
take effect if and to the extent approved by 
commission resolution. 

~he petition explains that such options ar 
useful where net revenue increases or decreases wil 
wi thin a very short time due to the timing ot Co ssion 
proceedings. It also emphasizes that the reques ed moditication 
would only authorize the affected companies to such rate 
devices. Aetual approval ot the company pro sal would be by 
Commission resolution following the LEe's ~vice letter tiling. 

The Division of Ratepayer Adv s (DRA) tiled a timely 
response to the LEe's petition. DRA sup orts the proposed 
modification for surcredit and surchar options, but opposes the 
memorandum. account option, arguing th an LEe might use a 
memorandum account to- re~eet overco leetions thereby depriving 
customers ot a positive revenue re irement adjustment while 
passing on negative revenue requi ement adjustments through billing 
surcharges. 

ORA also recommends t the requested modification be 
limited to a 'one time only a orization' tor 1989. ORA bases 
this recommendation on its sition that there is not a SUfficient 
showing anently amend the HCF implementation 
plan. 

e petitioners that a modification 
allowing r surcharges is appropriate in 
circumstances where re ues are expected to change within a short 
time period. However we are concerned that use of memorandum. 
accounts, may unexpe edly lead' to .acCWZlulati.on of very ,large' 
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