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Deeision __ 88_1_2_089 OEC19 1988, 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
r ., ' 

MOllCC In the Matter of the Applieation of ) 
AT&T COMMONICA1'IONS OF CALIFORNIA, ) 
INC., a corporation, for-'authority ) :",\ ... ,... 2 '"l 'CC~ .we" '. " I .... ..., 
t~ increase rat~s and charges ) 
applicable t~ teleeommunieations ) 
serviees. furnished within the State of ) 
california (0' 5002 C). ) 

Application 85-11-029 
(Filed November 18, 1985) 

---------------------------------) 
OPINION ON KOTION FOR ADOPTION' 

OF UNCONTESTED ,SETTLEMENT AGREEMENT 
IN PHASE' TWO OF THE Jt\.'l'I.rER 

SET' lOR 'REBEARIlfSj 

Deeis.ion (D .. ) 88-09-033 c;rants rehearing of eertain 
portions of D.8.S-06-036-. At the prehearing conference held to 
schedule the rehearing'the Administrative Law Judge (ALJ) announced 

. .', 

that the rehearing would be conducted in two. parts. Ourdeeision 
on the issues set tor Phase I of the rebearing-.has already been 
issued. This Phase II was reserved, tor the purpose ot reexamining 
the following issues.: 

1. Whether or not the commission should adopt 
a method other than a prospective surcredit 
for returning to AT&T' -Communications of 
Calitornia, Inc. (AT&T-C) ratepayers any 
,A.T&T-C expense savings from before 
January 1, 1988. 

2. Applicant's challenges to. Findings of Fact 
79 and 80 (of 0.8.&-06-036) .. 

(Finding o,fFaet 79, Deeision 88-06-036, 
states, that "(a) II interexehange telephone 
companies purchasing local, exehan<1e aceess 

. have received proportionately sim1lar 
aeeesseharqe reductions froa local 
exeh.anqe companies regulated by'this 
COl'lUnission. ") 
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(Finding of Fact SO states that: "(a)s 
previously discussed, because AT&T-C's 
competitors have received similar 
reductions in the access charges they pay, 
a prospective AT&T-C rate adjustment to 
reflect these access charge reductions will 
not competitively disadvantage other 
interexchange carriers.") 

Whether the effects of (i) the alleged 
"growth penalty" and (ii) including sums 
relating to the Tax Reform-Act of 1985 in 
AT&T-C's surcrecUt are sufficiently 
detrimental (to AT&T-C'a competitors) that 
the commission shoulcl~ not employ a 
surcredit. 

The reasonableness of Findings of Fact 81, 
82, and 8'3 and the cost and'practicability 
of retrospective retundplans. 

(Finding of Fact 81 states: "It is not 
practicable toretund the balance in 
AT&T-er-s access charge reduction memorandum 
account based on customer usage dating back 
more than 90- days from the present due to
the prohibitive costs that would-be 
incurred in retrievinq billing-information 
from the local exchange companies that 
render customer bills for AT&T-C.") 

(Findinq of Fact 82' states: "Because it is 
not practicable to base refunds on-more 
than the last 90 days- of customer usaqe, we 
cannot match refunds to exact customer 
usage during the period of the memorandum 
account.") -

(Finding of Fact 83 states: "'l'Jle process 
of grantinq refunds based on the previous 
90 days of· customer usage would involve 
substantial ac:bninistrative costs as 
outlined. in AT&T-e'a response to: CACDts 
data request 88-04-0SCi the cost tor 
Pacific Bell would be $1.5 million, While 
undetermined other costs would- be expended 
by other local exchange companies that :bill 
tor AT&T-C. tt) -
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s. The reaso~ableness of Findinq of Fact 84. 

(Findinq of Fact 84 states that: "The 
possibly qreater precision of providinq 
refunds to customers based on recent U5aqe 
within 90 days is not a compelling reason 
for undertakinq such· refunds when the 
alternative is ratereduetions based on 
usaqe durinq the next six months.") 

All current parties of record have requested that this 
Commission adopt the settlement agreement which they filed with the 
Commission on November 18, 1988 as the complete and final 
resolution ot Phase II ot this rehearinq proceedinq.. The 
procedures followed, by these parties. comport with the newly adopted 
Article 13. S. of the Commission t s ~les. ot Practice and Procedure, 
except that they agreed ,to waive the written notice requirement of 
Rule 5l. .. 1. (b) • 

At their settlement conference of November 8, 1988 the 
parties agreed that there are two basic issues to be resolved in 
the Phase II proceedinq: 

1.. The period of time over which' the customer-, 
specific'refunds should· be distributed; and 

2. Whether the refunds should be base~ on 
historic or prospective u5aqeot ~&T-C 
services. 

The parties also agreed that their "overridinq objective'" is to.. 
"return the greatest amount of money to AT&T' customers as quickly 
as possible, and to address the concerns ot some parties that the 
refund method could" place them.' at' a competitive. disadvantaqe." 

consistent with this objective the parties agreed that 
distribution shOUld be. made in one month, rather than spread over a ' 
six-month period as previously order~.d. In order to·. correspond ·to. !. 

'the companies' "eustomer billinqrounds"' they propose a single 
month of conseeutivebillinq round~. 

Addressing the question of whether to. base refunds. on 
historic orprospectiveusage,and·rely.:lnq on 'time and cost 
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estimates provided to AT&T-C by local exchange companies (tEes), 
the parties conclude that implementation or a system based upon 
historic usage would be so time-consuming and costly that it would 
be inconsistent with their underlying objective. They therefore 
propose that all refunds attributable to 1988 expense savings be 
based on current customer usage. They add that this methOd of 
distribution would permit the LEes which bill for A1'&'l'-C to 
ilDplement a one-month refund by January, 1989. 

The parties recommend a somewhat different treatment for 
the $lS.3 million retund amount associated with ~&T's 1987 
regulatory activities. ~his tre~tment.take~ int~ account the fact 
that resellers were involved in an industry-wide repricing,ot WATS 
during 1987 (due to the direct assignment of closed-end costs we 
ordered in D .. 85":'06-1.15), and that these resellers generally used 
much less ot ~&T-cts services in 1988 than in 1.9S7~ Therefore, it 
W~5 agreed that all x:esellers who were certified to provide 
intrastate service in california in 1987 should be allowed an 
opportunity to submit a detail:~d claim tor a direct, refund of 
amounts paid :for intrastate service in 1987. AT&'1'-C would validate: 
these claims. and assign a proportional sha.re of the total 19S7 
re~d amount to each qualified claimant. In preparation tor the 
possible adoption of this proee4ure,. AT&T-C sent a letter on 
November 11, 1985to· certified. interexehange carriers instructing, 
them. on the claims procedure. The agreement requires that all 
claims must be received. by AT&'1'-C on or betore .December 2, 1.9s.s •. 
Any 1987 re!und. amounts not· refunded directly to resellers would. be: 

,'. 

combined wi ththe . 1988. refUnd amount. and returned. in the manner 
already described. 

It was. also agreed that all, retunds for switched services: 
would be based upon whatever now-through methodology this I 

commission adopted. in Phase I ot this proeeed'inq.. Though· our ~inal!, . 
Phase I opinion was not yet available to, the.pa:rties. at the time 
this stipulation was filed, the methodology we adopted· was to flow;, 
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through retunds proportional to the savings tor each switched 
service, that is, WATS, SOO Service,. MTS, and SON Service. The 
parties aqree that refunds should be calculated based on the 
following tor.mula~ applied separately to each switched service 
(excluding' HEGACOM AND MEGACOM SOO) if we adopted a proportional 
flow-through methodology: 

____ ~(~R~P+~I_-R~I.C~)~___ x CBR - CRA 
TBR 

Where: 
RD 

I 
- Amount to- be refunded -

RIC-
Interest earned 
Retund implementation costs (excluding 
AT&T-C's..internal costs) 

TBR -' Estimated' AT&T-C billed revenue, 
CBR - CUs.tomer specific billed revenue 
CRA - Amount of customer refund 

A separate surcredit percentage would be applied to- special access,' 
service accounts tor 1988' refund. amounts~ 

The parties also- agree thAt AT&T-Cwill not advertise or ,,' 
otherwise providenotitication, of this refund except that it will ' 
provide the following-notice with each bill that includes a 
customer's surcredit: 

NOTICE TO CUSTOMERS 
OF 

REFOHD ON YO'OR ctmRENT' M&1" BILL 

The california Public Utilities. Commission has 
approved a one-time retund tor customers of 
~&T-Communicationsof califOrnia,.' Inc. in the 
form. of a creclit applied to- the intrastate 
charges on this bill. ,This credit distributes 
to customers expense savinqs,'witll interest, 
realized byA'l"&T as aresultotvarious. 
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regulatory proceedings in California in 1987 
and 1988. 

Questions about this refund may be directed to 
AT&T' at (800) 222-0300 (residential customers) 
or (800) 222-0400 (business customers). 

Finally, based on their agreement that this settlement 
does not establish any precedent on the issues identified by this 
Commission tor rehearing in Phase II ot this proceeding" the 
parties propose' that Findings of Fact 80, 8'1, 82,.. 83, and 84 of 
0 .. 8.8-06-036 be stricken and that Finding ot Fact 79 should be 
modified to read as follows: 

"All interexchange telephone companies 
purchasing local exchange access have received 
access charqe reductionstrom local exchange 
companies regulated by this Commission." 

Discussion 

OUr principal concern in'reviewinq a stipulation is to 
determine whether, it 1s in the ,public interest. See Rule 51.:7 .. In'" 
the matter before' us there is the possibil,ity that ,the long 
distance carriers will be concerned with competitive advantage to 
the exclusion of the best interests of their ratepayers... We had 
this concern in'mind in 0'.88-09-033 when we' stated. the" following: 

, , 

"A one-time refund, or a retund'based only on 
past use,. would not, have the desirable etfect 
of encouraging other lEes to pass through the 
first-halt access charge reductions they-did 
receive. Accordingly, we suggest that , 
Applicants propose solutions to their. problems 
which. do,· not entirely eliminate· a prospective 
surcred.it as a means of returninq AT&T-e's 
overcollections to its ratepayers.w 
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While the proffered stipulation is not based on past use, 
its tmplementation on a one-time basis certainly provides no strong 
incentive for AT&T-C's competitors to pass through their aCcess 
charge reductions. On the other hand, it appears trom AX&T-C's 
description of the data it received trom. various. LEes that the only 
reasonable alternative to the one proposed, would be to spread out 
the alllounts due AT&T-C' 5 ratepayers over several months, based on 
prospective rather than past use.' AT&'l'-C has already retunded 
about 45% or $53.3 million of the total amount to be retunded. 
Refunding the remainder over a period of the remaining three-plus 
months. does appear to simply drag out the refund procedure and 
probably the implementation costs while increasing the possibility , 
ot inaccurate restitution and the possibility that some ratepayers 
who had overpaid· might not be reimbursed at all .. 

In retrospect we are not certain that such an AX&T~ 
surcredit would cause other interexchange carriers t~ reduce their 
rates or that it it dich that suchreduetions: would be signiticant 
in size or duration. Furthermore, we note that :both the 
Division ot Ratepayer Advocates and the consumer's advocacy qroup, 
TORN, support this stipulation. It thus appears more likely than 
not that the merits ot the stipulated, settlement outweigh the 
possible benetits of a plan with a prospe~ive surcredit eomponent. 
We therefore conelude that the stipulation is in the public 
interest and we will authorize' its adoption. 

In add! tion to· the, changes the parties reeollllDend to the 
Findings ot Fact in 0.88-06-036 ,and' their acknowledgment that the 
Conclusions ot Law should- .be modified to be' in accord ,with the 
recollllDendations, it is also necessary to amend" certain inconsistent .,. 
portions ot the ordering paragraphs. Specifically, Conclusions- ot 
Law 27 and 28 and. O:rderingParaqraphs 3. and, 4 must :be allle.nded .. 
Though these changes are not specified in the Proposed -Settlement, 
we believe-they reasonably reflect its intent. 

. ,,', 
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Finally, we note that Com Systems, Inc. ~iled a Petition 
for Limited Intervention in this proceeding which was received by 

the AI.:! on November 21, 1988. On Dece~r 1, 1988 after receiving 
a copy of the above-described settlement agreement Com Systems, 
Inc., through its attorney, sent a letter t~ the ALJ stating that 
the settlement agreement satiSfactorily addresses Com Systems' 
concerns and withdrawing the petition. Given these facts we find 
it unnecessary to act on the Com: Systems' petition. 
Findings Of Fact 

1. All current parties ot record to the present proceeding 
have joined in requesting that their Proposed Settlement be adopted. .' 
as a complete and final resolution ot Phase II of the rehearing .. 

2. ~he Proposed Settlement recommends that the Commission 
modify the Conclusions of Law in D.88-06-036 to be- in accord' with: 
the rest of the proposal •. 

3. Though not addressed by. the parties,. it is necessary to 
amend Ordering Paragraphs 3 and· 4: oi D·.88-06-'03& to make them 
consistent with the Proposed Settlement. " 
Conclusions Of L§K 

1. The terms of the Proposed Settlement of the parties to 
this proceeding: are reasonable and in the public interest and 
should'be adopted. 

2. Conclusions o~ Law 27 and 28 of J).88-:06~036 should be 
amended to be consistent' with the Proposed Settlement. of the 
parties. 

3. It is consistent with the. Proposed Settlement to amend 
'. , 

Ordering' Paragraphs 3 and 4 o~ O.s.a.-06-0J.6;and:it should therefore· 
be done in order to reflect the intent of the Proposed settlement~ 

4. In order to: allow ,expeditious· processing of the Phase II 
settlement this order should be e~tect1ve today_ 

5. Adoption otthe Pl:oposed:Settlement resolves all 
. . 

outstanding issues in the present·proceed'inci. ' .. 

8'-
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ORDER 

IT IS ORDERED that the following changes are made to 
D.88-06-036 in order to. implement the Proposed Settlement of the 
parties: 

1. 
2. 

Findings of Fact 80, 81" 82", 83, and 84 are strielcen. 
Finding of Fact 79' is modified by deleting the words 

"proportionAtely similar." 
3. Conclusion of Law 27 is amended t~ read: 

27. AT&T-C should· be ordered to refund the 
balance in its memorandum account by a 
one-time surcredi t applied· to. each 
switched service in proportion· to. the cos.t 
SAvinqs for that service. 

4.. Conclusion of Law' 28:: is amended· to read: 
28. AT&T-Ct·s Advi:ce Letter 97 should be 

rejected in tAvor of a one time rate 
adjustment to switchedservi'ces applied in 
proportion to. the cost S4vinqs for each 
service. 

5. The. tirst· two. sentences of' Ordering Paraqraph 3. are 
amended to read.:: 

3. Wi thin ten days. of the ettective dAte ot 
this orderAX&T-Cshall file an advice 
letter with revised tariff·sheets. to. 
reflect an adjustment. of its rates and 
surcharcjestor switched services 
consistent with. the discussion·,tindings 
and conclusions of this decision as. 
modified.. The balance in the access 
charge reduction memorandum account shall 
beretunded . on a one-time basis during . 
January" 1989'." 

G. Ordering Paragraph 4 of D.88-06-036:1s amended to read: 
4. Consistent with. orderinq Para~aph4 in 

D .. 8-7-l0-088', AT&T-C 'shall tile a separate 
advice letter with revised.taritt sheets 
within ten days of thia order . to-pass '. 
through on a one~time basis in January, 
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7. The 
D.88-06-036: 

8:. 

1989 the balance remaining in the 
memorandum account associated with that 
decision. For administrative convenience 
AX&T-C shall consolidate the rate changes 
in Orderinq Paraqraph 3 with this ehanqe 
to produce a set of consolidated tariff 
sheets. 

following ordering paragraphs are added to 

Interexchange carriers which were 
certified in 1987 may submit c1a~ to 
AX&T-C'for refunds based on their 1987 
usage of california intrastate switched 
services. 

9'. A'l'&T-C shall validate claims received 
from, interexchange carriers and remit any 
refund due. 

10. A'l'&T-C shall refund all remaining 
memorandum account amounts due by 
applying· surcredits.to switched services 
(excluding' MEGACOKAND MEGACOK 800') and 
t~ special service accounts for its bills 
rendered in January 1989 • The surcredit 
percentaqes for such switched .service . 
aceounts will' be in aeeordwi th the 
methodoloqy adopted by thiS. Commission in 
its decision in Phase I of this 
proceeding_ A separate surcredit 
percentaqe will be applied· to special 
service accounts. 

11. AT&T-C will not, advertise or otherwise 
provide noti~ieation of these memorandum . 
account refunds except that AT&T-C shall 
provide a bill insert in the customer . 
bill containing the refund as described 
in the above decision. 

12. For good cause shown a waiver of the 
seven-day written' notice requirement of 
RuleSl of the Commission's Rules of 
Praetice and Procedure" is granted' and the 
settlement reached by the parties t~this 
Phase II proceedinq is found to be in 
compliance with Artiele l~.S of the 
Rules .. 
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13. This settlement and order of the 
Commission establishes no precedent and 
is applicable solely to this specific 
refund situation. 

I~ IS, FURTHER ORDERED that this matter is closed. 
This order is effectiv~ today. 
Dated ' DEC J Q 19Q8 , at San Francisco, California. 

-, 11 

STANLEY W. IDJLETT 
P:l:csident 

DONALD VIAL 
FREDERICK R.. Dtl'DA 
C;, MITCHELL W!I.K' 
JOHN a OHANIAN 

CoIXU:lllssioner:s 


