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OPINIJYON

I. Introduction

A. Background

The Commission ordered local calling areas to be expanded
for all local exchange carriers in california in Decision (D.)
89-10-031, the interim opinion on Phase II of I.87-11-033, as
modified by D.90-04-031. Pursuant to this expansion of local
calling areas (ELCA), the 0-12 mile toll calling bands weré to be
eliminated for directly dialed calls and Extended Area service
(EAS) chargés weré to be eliminated for éxchangés where customers
currently pay a flat raté EAS incrément for 9 to 12 mile routeés.

In métropolitan areas, Zoné Usagée Measurement (ZUM) Zone 1 calling
areas weére to be expandéd to include currént Zoné 2 calling areas.

The Phase II decision also ordered local exchange
carriers to éliminate residential Touch Tone rates and charges.
Business Touch Toné rates and charges weré not discussed on the
record, so thé Commission refrained from ordéring their deletion in
D.89-10-031.

The Commission had délayeéd impleéméntation of thése
changes until statewide révenue impacts could be detérminéd in the
suppléméntal rate design proceeéding. However, this process has
been expeditéd pursuant to an assigned Commissioner’s ruling issued
Novémber 22, 1989. The ruling orderéd limited hearings on thé
revenue impacts of élimination of thé seéparate rates and charges
for Touch Toné and éxpansion of the local calling areas., It
directed partiés to addréss whether thé seéparate Touch Tone rates
and charges should also be eliminated for business customérs. The
hearing was to develop a record on the rate design changeés neéeded
to implement the Touch Tone and ELCA (TT/ELCA) policies
immediately. The assigned Commissioner’s ruling contéemplateéed
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subsequent héarings to establish rate design which would eliminate
existing surcharges and surcredits,

Accordingly, in March of 1990, the assigned
administrative law judge (ALJ) issued a ruling setting a procedural
schedule and requiring the local éxchange carriers (LECs) and the
Commission’s Division of Ratépayer Advocates (DRA) to submit
specified information to assist in the developmént of the record.
Evidentiary heéarings were held in September.

Each of the respondent LECs submitted testimony at the
evidentiary hearings. Opeéning briefs were filed by DRA; Pacific
Bell (Pacific): GTE California Incorporated (GTEC)}: american
. Telephone and Télégraph Company (ATLT): thé California Bankers
Clearing Housé Association and theé County of Los Angeles
(CBCHA/County); Citizéns Utilities Company of california
(Citizéns); Contel of california, Inc. (Contél): Roseville
Telephonée Co.: Calaveras Teélephoné Co., California-Orégon Téléphone
Co., Ducor Télephone Co., Foresthill Teléphone Co., Happy Valley
Telephoneé Co., Hornitos Télephone Co., The Ponderosa Teléphone Co.,
The Volcano Telephoné Co.,, and Winterhaven Teéelephone Co., and CP
National Telephone Co. (CP National), Evans Telephone Company, GTE
West Coast Incorporatéd, Kerman Télephoné Co., Pinnacles Téléphone
Co., Sierra Teléphoné Co., Inc., Thé Siskiyou Teléphoné Co., and
Tuolumné Téléphoné Co. Réply briefs weré filed by Pacifici GTEC:
CP National, Bvans, GTE-Wést Coast; Kerman, Pinnaclés, Sierra,
Siskiyou, and Tuolumné} AT&T; CBCHA/County: and DRA.

MCI Telecommunications Corporation (MCI) filéd a ~Reply”
brief, also. Although MCI filéd an appeéarancé, it did not présént
any testimony or otherwise participate in the évidéntiary héarings.
NCI takes a position on the TT/ELCA reveéenué récovéry meéchanism for
the first time in its réply brief. Théré is no opportunity for
othér partiés to réspond to MCI’s assértions at this stage of the
proceedings. For reasons of basic fairnéss, we will not consider
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NCI’s reply brief to bé part of the record on which our discussion

is based.
By ALJ ruling dated April 30, 1990, the assigned ALJ

asked Pacific to provide data on the differences in call completion
times provided by electronic and other types of switches for Touch
Tone dialing. This inquiry was prompted by the protest of DRA to
Pacific Advice Létters 15657 and 15658 that Pacific’s
electromechanical switches provided Touch Toneé service that was
different from that provided by electronic switches. 1In its data
response, Pacific répliéd that the requested information was not
available. Pacific did include technical déscriptions of the
switches, call proceéssing timés by pulsé typés, and the effécts of
changing from rotary to Touch Toné service in difféerent typés of
central offices in its May 18, 1990 téstimony. The DRA seérved its
testimony on Juneé 29, 1990. Theré, DRA récomméended that Pacific bé
disallowed $66.2 million in rates duée to differences in Touch Toné
service provided by electroméchanical versus éléctronic switchés.
Evidentiary heéaring had been schéduléd for July 30, after the
filing of rebuttal testimony. At that point, however, Pacific
requested a delay in the schéedule to muster its rébuttal of DRA’sS
recommendations. Pacific éngaged the servicés of the individual
who deveélopeéed, tésted, and deployed Touch Toné téchnology for
Pacific’s predecéssor, Bell Teéeléphoné. Pacific provided the
differences bétweén call completion times from rotary versus Touch
Tone instruménts and by eéléctroméchanical versus eélectronic
switches in its rébuttal teéstimony. Evidentiary héaring was
delayed until thé week of Séptembér 10, 1990.

Dué to the friendly exchangé of detailéd information
between thé LECs and DRA from March to Séptémber 1990, thé parties
were able to stipulaté to much of thé revéenué recovery figurés
présented by DRA in a joint éxhibit. Theé aréas of disagréement
were limited to thé proposal of sevéral LEC’s to upgradé central
office facilities to provide 100% of their access lines with Touch
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Tone capability all at once, Pacific’s recovery of lost billed
revenues obtained through use of No. 5 crossbhar switches to provide
Touch Tone service, Pacific’s récovery of cost to convert customeérs
on a "line-by-line” basis, Pacific’s retention of rates authorizéd
for its Touch Tone Fraud Program, and the requests of Tuolumne and
Siskiyou Telephone Companies to exempt three routes from the free
calling provisions of ELCA.

The Commission must first resolve thése areas of
controversy. ‘Thén, the sums associateéed with those issues can beée
" included in a determination of: (a) the LEC’s billings which wili
not be recoveréd as result of the é¢limination of Touch Toné ratés
and chargés and the éxpansion of the local calling area (TT/ELCA),
(b) the oné-time cost to implemeéent TT/ELCA, (c) thé récurring costs
to carry out TT/ELCA, and (d) the impact on the intércompany
settleménts process resulting from changes to thé LEC!s capital
investménts. These factors are then used to dévélop each utility’s
revenué reéquirement. Finally, because of our policy of assuring
that each LEC will recover its costs of capital used to provide
toll sérvicé even whilé limitéd to charging the average statewide
toll rate, thé réveéenue réquireménts arée run through the
intercompany settleménts process. The LECs will beé paid the
amounts to which theéy are éntitléed from the accéss, toll MTS, EAS,
and toll private liné settleménts pools administered by Pacific.
This decision adopts séttléments effécts and revenué réquirements
shown in Appéndix D and Apﬁéndix E. Finally, a méthod must be
authorized for récovering the increméntal révénué réquireéemént
effects from ratépayers. Theé adopted revenuée réquiréement récovery
méchanisms for éach LEC are refléectéd in Appéndix F to this order.
Appendix H lists thé surcharge incréménts for thé companieées that
will colléct TT/ELCA révénués through théir surcharges, as wéll as
new basic exchangé rates ordéréd for spécific companies.
Additional revenue réquirement support from thé california High
Cost Fund (CHCF) is listed in Appéndix G. Appéndicés F, G and H
aré developed baséd on thé LECs’ ratés, surchargés/surcrédits, and
CHCF eligibility as of the effective daté of this order. Thé LECs
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should incorporaté interim raté changes, such as those reésulting
from their October 1990 CHCF filings, when they file their
respective advice letters implémenfing the revenue requirement
recovery mechanisms authorized herein.
B. Summary

In this decision, wé concludé that thé separate Touch
Tone rates and charges for business customers should be eliminated.
Charges for both business and résidential Touch Tone servicée shall
be eliminated by all LECs on February 1, 1991. The LECs had
generally suggested longer lead times for implementation. However,
we had ordered the abolition of Touch Tone ratés and chargeées last
October. The local calling aréas will bé éxpanded by all LECs on
June 1, 199). After a thorough réviéw of the évidénce and
arguments of Pacific and DRA, wé decline to disallow Pacific its
réecovery of Touch Tone réveénues for sérvicé provided by No. 5
crossbar switches. We find that Pacific need incur only $35,000 in
switch conversion éxpenseés, rathér than $350,000 as proposed by
Pacific. The cost of modifying switches so that 100% of all access
lines arée Touch Toné capable is disallowed bécause the réequesting
LECs have not quantified thé likely customer demand for this
incremént of capacity. Moreover, alternative ratemaking avenues
exist for thé récovery of thésé expenditurés. We dény the requests
of Tuolumné Teléphoné Co. and Thé Siskiyou Télephoné Co. for
authority to continué to chargé toll rates for calls over certain
routes of less than 12 air miles but greater than 12 "circuit”
miles. '

We find that the elimination of séparateély biiled Touch
Toné rates and charges and the éxpansion of thé local calling area
would result in the incrémental revenue réquirémént shortfalls to
LECs shown in Appendix E. Consistént with our récognition in
D.89-10-031 that rate stability for LECs is an important goal, we
will authorize éach LEC to recoup thosé TT/ELCA incrémental révénue
requirement through a variéty of méans, as specifiéd in Appendix H.

Pacific and GTEC aré authorized to recover thé adopted
revenue requirement via adjustménts to their eéxisting bill-and-keep
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surchargeés/surcredits on local éXchange services as shown in

Table H-1 of Appendix H.
Roséville, Sierra and Kerman will increase their local

payphone rates from 10 cénts to 20 cents per call., LECs with
intraLATA bill-and-keép surcredit amounts will draw those down.
Consistent with the CHCF principles, LECs with flat residential
rates would next increase thé monthly charge by up to 100% or a
maximum of $12.55. After the LEC has reached that maximum, if it
still fell short of récovery of the adopted TT/ELCA revenue
réequirement, it would either apply an incremental bill-and-kéep
surcharge, or if its monthly residential flat rateée was $12.55 or
more, it could élect to receive funds from the CHCF.

appéndix F shows the adopteéed révénue requiremént recovery
méchanisms for 22 LECs, and, as statéd earlier, information shown
in Appéndix F is based on the LECs’ rates, surcharges/surcredits
and CHCF éligibility at the timé this order is issued.

Pacific, GTEC and LECs who havé sufficient intraLATA
surcredit amounts to recover their TT/ELCA revenue réquireménts
will adjust théir surcredits starting on Féebruary 1, 1991 as shown
in Table H-1 of Appéndix H. All othérs are authorizeéd to implement
théir revenué requirement récovery starting on Juneé 1, 1991.

Finally, we deény AT&T's requéest that we implément on
January 1, 1991 our deteéermination in D.90-08-066 to eéxpand the
recovery of CHCF révenués to a surchargé on all local éxchange
carriér end user services, éexcept lifeline, and to all
intéeréxchange carriér end user sérviceés. AT&T’s réquest is pénding
in another procéeding and will bé résolved there.

C. Comments on thé Proposed Decision per
Public Utilities Codé section 312

Comménts on the proposéd décision weré submitted by all
of the LECs, DRA, AT&T, and thée CBCH/County in accordance with
Rule 77 et seq. of thé Comnmission’s Rulés of Practice and
Procedure. Reéply comménts wéré réceéivéd from all thé LECs plus the
county and DRA. We were disappointéd by séveral of thé parties’
comments which unbashedly rearqueéd the positions taken in theéir
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briefs or espoused new positions. The Commission does not have the
luxury to indulge thé parties’ attempts at advocacy under the
schedule established by Rule 77 ét séq. The parties responsible
for the arqumentative comments are reminded that the proposed
decision is the product of the assigned administrative law judge
who is a decision maker, not of one of the parties. The 311
comment process set forth in Rule 77.3 givés parties the
opportunity to note errors or omissions of fact or law., It is not
an opportunity to reargue oné’s position to the Commission. The
Comments which merely reargue positions taken in briefs are
accorded no weight pursuant to Rule 77.3 and are not noted heré,
Pacific offered technical correéctions to the call
completion times of its various switches. Those numbers are
supported by thé record and are adopted whéré appropriateée in the
context of the decision.
GTEC offéred minor technical comments on the décision.
. Those comménts aré reasonable and havée been-accepted. In its
response, it rébuts thé claims of CBCHA/County that thé proposed
decision’s reliance on the Commission’s prior SPF to SLU
adjustments as an example of how *uniform” rate changés have
benefitteéed oné class more than anothér class of ratepayers was
improper becauseée thosé adjustménts weéere not on the récord of this
procééding. GTEC points out that its witness specifically referred
"* to the Commission SPF to SLU decision, and further téstified that
the decision, along with other deécisions including the 2uM
éexpansion and GTEC rateée casé decisions set a précedéent for the use
of existing surcharge mechanisms to récover révenué réquirements
associated with changes impleméntéd prior to supplémeéental rateé

design.

The DRA claims the proposéed decision’s use of évidence of
language in an adviceé leétter to interpret thé teéerms of a tariff
constitutes legal érror. Heré, DRA statés, thée Commission should
not allow evidence of Pacific’s intent, as expressed in Advice
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Letter No. 14949, to modify the language of the tariff itself.
Even if the tariff language is ambiquous, DRA maintains that
precedent requires that ¥any doubt in its interpretation is to be
resolved against the utility responsible for thé ambiguity.” DRA
subnits that the disputed tariff language authorizes the provision
of Touch Tone service by electronic central office equipment and
not electromechanical offices. Pacific repliés that givén the
rules governing advice lettérs contained in G.0. 96-A, it would be
incorrect for the Commission to disrégard A.L. 14949 when
interpreting Pacific’s Touch Toné tariff. Pacific claims that when
providing the information required by G.0. 96-A, utilities are
giving factual information about thé e¢fféct of a proposed tariff
change, not explaining intent.

A utility’s advice letteér filings are réquired to conform
to the requirémeéents of G.0. 96-A, which spécifies the format,
content, and pérmissible éffect of advicé leétter filings. Deécause
the utility’s advice letteér filings are subject to such strict
régulatory standards, it is appropriaté to refer to an advice
letter whén interpreting the tariff which was submitted with that
advice letter. 1In stating this rule, we do not deviatée fron
précedent. Rather, wé find that an adviceé letter goes beyond a
mere éxpréssion of intent. It contitutes a répresentation by the
utility of theé regqulatory effect of a proposéd tariff, and is thus
relevant to the interpretation of the tariff. Moréover, we do not
give the advicé létter 7controlling éeffect”; wé havé also
consideréed the totality of circumstances which existéd at the time
A.L. 14949 was filed. Given thé fact that there is no evidénce the
Commission inténded that Pacific should céasé Touch Tone sérvice to
the customers sérveéed by nonéléctronic switchés after the éffective
date of A.L. 14949, we confirm thé proposéd decision’s
interpretation of thé Touch Toné tariff.

DRA suggests that thé discussion of intérstate-intrastate
separations factors be modified to récegnize that all parties to
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the proceeding reflected the change in interstate and intrastate
separations factors in developing the interstate settlement revenue
ard revenue requirement effects of ELCA and TT under the présent
rate condition., The decision should clarify that no party
attempted to quantify the effect of the revenue requiremént shift
from the interstate to thé intrastate jurisdiction based on the
proposed rate condition. These suggestions are reasonable and are

adopted.
DRA goes on to recommend that an LEC’s authorization to

include the interstate revenué réquirement shift reéesulting from
ELCA be limited to inclusion in the test year utilized in either
the LEC’s next general rate case application or in a G.0. 96-A
advice letter rate proceeding. The smallér LECs reply that DRA is
suggesting a modification to D.88-07-022. The CHCF rules adopted
by that decision authorize recovéry of révenue impacts of
#jnterstate separation shifts” through CHCF adviceé letter filings.
We will authorize thé LECs to includé thé revenue requirément shift
from the interstate to the intrastate jurisdiction based on the
rate condition adopted today in their April 1, 1991 E1CA/TT révenue
requirement recovery advice letters.

We adopt the datés recommended by DRA for the CHCF
filings to recovér TT/ELCA pursuant to this decision. All éligible
LECs shall file their CHCF advice letter by April 1, 1991,
pacific, GTEC, GTE-West Coast, and winterhaven will filé their
advice letter for the change in CCLC increment to recover TT/ELCA
révénue requirément on April 22, 1991. Thé néw CCLC increment for
CHCF and revenué réquirémént reécovery for TT/ELCA will bécone
effective on June 1, 1991, provision for theése dates is madeé in
the ordering paragraphs. We also adopt DRA’s récomménded changés
to tables and appéndices that appear in the proposed décision,
since they correct computational errors.

AT&T's comments werée limitéd to a request for
clarification of the approvéd CHCF revenue requirement for the
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smaller indepéndent LECs., AT4T’s suggésted language has beén
adopted in an ordering paragraph.

Roseville requests that the LECs be specifically
authorized to file tariffs for revenue recovery. This concern has
been met by the adoption of DRA’s suggestions. We modify the
Appendices to indicate that Roseville may offseéet its TT/ELCA
revenue réquirement against surcredits to becomé efféctive in
1991 - this would be consistent with the adopted révenue
requirement récovery méchanises.,

CP National, Evans, GTE West Coast, Kerman, Pinnacles,
Sierra Téleéphone, Siskiyou, and Tuolumne suggest that application
of the revénué recovery mechanisms déscribed in Appendix E should
accommodatée theé changes that will occur to thesé smalléer LECs on
January 1, 1991, theée éffectivé daté of their annual CHCF changes.
We will clarify that Appendix F illustrates the application of our
adoptéd revenue recovery mechanism to the rates and revénuées of
LECs as of thé date of this déecision. We acknowledge that
application of thé revenue recovery meéchanisms at thée time the LECs
are réquiréd to file their advice letteérs may result in differént
rate, surcharge, and CHCF effects. We¢ also correct thé discussion
of Tuolumné and Siskiyou’s requést for eéxception routes. The
reference to Kerman is correctéd to reflect the fact that Kerman
does not réceive CHCF funding. .

Calaveras, California-Oregon, bDucor, Forésthill, Happy
Valléy, Hornitos, Pondérosa, Volcano, and Winterhavén suggést the
decision bée modified to spéecifically authorize the LECs to submit
the advice lettérs necéssary to implémént thé TT/ELCA reveénue
réquiremént recovery méchanism and to déviate from thé révenué
requiremént recovery mechanisms whén necéssary dué to intérvéning
rateé design changes. Thesé mattérs havé beén addréssed in the
final decision.

citizens states that the interstate to intrastate révenué
requirement shift that will result from thée expansion of thé local
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calling areas - a revénue réequirement shift includableée in the
CHCF: = should be eéxpressly provided for in this decision. We
clarify that recovery of the séttlements effects of jurisdictional
shifts may bé sought in thé adviceé leétter to be filed April 1,
1991,

Theé County/CBCHA filed comments challenging the decision
to colléct the TT/ELCA revenue réquirément through a surchargé on
local exchange ratés. Its *comments” consistéd primarily of a
reiteration of its testimony and brief. Thé County/CBCHA
legitimately notés a contradiction in its witness’ testimony
concérning thée shift in Pacific’s Touch Toné révenués from the
residential to thé businéss class. Thé proposed decision relied on
thé preépared testimony of County/CBCHA’s witness that $37.7 million
would be shiftéd. In its comménts, the County/CBCHA asserts that
Pacific had concedéd its total révénué shift would bé about
$55 million. Rathér than seélect one of these figures, we will
accept $37.7 million and $55 million as représenting the range of
the shift of révenuées from résidential to business customers.

County/CBCHA also contests the conclusion that it would
bé impractical to exeémpt services which provide Touch Toné on a
bundled basis from thé surchargeée to récover Touch Toné réveénues,
We bolsteér that conclusion by obsérving that in order to exémpt
thosé lines from theé surchargé, séparaté billing basés would have
to bé détermined for lines which contributé Touch Toné rates and
linés for which Touch Toné is providéd as a bundléd seérvice. Such
évidencé is not in thé récord; LECs do not routineély compilé the
data to disagqgrégaté their billing gasés in this mannér. Thus, it
would be impractical to adopt thé policy that linés which do not
génératé Touch Toné charges, such as Céntréx, COMMSTAR, COPT, and
Semi-Public service, should be exémpt from thé Touch Tone
surcharge.

Likewise, we reject thé County/CBCHA’s proposal to
allocate the ELCA reveénue réquirément bétween business and
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residential classés for recovery through separate surchargeés.

There is no évidence of the split between business and residéntial
toll/2UN usage or *billing base” which would bé neéded to establish
separaté business and residential surcharges.

The County/CBCHA’s assertion that the proposed decision
violates Public Utilities (PU) Code § 1708 by ~“failing to comply
with D.89-10-031* is disingenous. First, our decision to collect
PT/ELCA révenueés through a uniform surchargé contitutes our
interpretation, not a réveérsal or change, of our own decision.
Secondly, the surcharge is being adopted after five days of hearing
during which one of the primary issués addressed in testimony was
how TT/ELCA revénués wére to bé recovered. <County/CBCHA had notice
as early as April, 1990 whén Pacific sérved its preéparéd téstimony
on all parties, that a uniform surchargeé on local exchange rates
vas proposed. Since County/CBCHA actively présénted téstimony to
controvert Pacific’s proposal and éxtensively brieféed the issue, it
cannot claim theré was no opportunity for it to bé heard.

After caréful review of CBCHA/County’s comménts, we are
reluctantly holding to the ALJ’s proposéd decision regarding the
mannér of collécting the néédéd révenues through a général
surchargé on éxchange revenues. This is thé méchanism wé have
géneérally employéd to spréad révenué increases and décreéasés since
the last general ratée case rate design décisions for these
utilities, and somé shift in révenuée betwéén classes is inevitable
whenéver a uniform surchargeé or surcredit is uséd to make the
utility wholeé for changes in spécific rates.

Nonstheless, we wish wé had moreée latitude heére to
ameliorate the impacts that CBCHA/County déscribéed. In largé part
our decision to émploy the uniform surcharge is based in the gréat
difficulty that local téléphoné companiés would havée in modifying
‘their billing systéms to provide a different surcharge to éach
customér class. It is amazing, and soméwhat disappointing, that
these billing systems are as infléxiblé as déscribed. Such
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inflexibility may prove to be a significant handicap to these
utilities in competitive markets,

Were these surchargés to stay in place for more than the
timeé between now and the implementation phase 6f 1.87-11-033, wé
would order the neéded changes in the name of fairnéss. However,
the amount of timé needed to make the billing system changes would
mean that the bénefits of the customer class-specific surchargés
would bé in effect for only a short time. Thus, theré are limits
on the extent to which this outcome will affect CBCHA/County'’s
interests.

As we move forward in I.87-11-033, we will rémembér that
this revenué shift occurréd. We will basé our rate design on
principles of cost and ovérall fairness rather than the leveéls of
contribution that may exist as an uninténded byproduct of décisions

such as this one.
D. Motion by TURN for Immediate Relief
on August 27, 1990, Toward Utility Rate Normalization

(TURN) filed its "Motion for Immediate Elimination of Touch Toné
Service Chargé” (Motion) whéréin thé consumér group sought thée
immédiate termination of thé residential Touch Tone charge pending
disposition of this proceéeeding. Pacific, County/CBCHA, GTEC, and
DRA filed résponses to TURN’s Motion. Pacific and GTEC asserted
that since thé Commission and the parties had already invested
their reésourceés in thé hearing procéss, the granting of TURN’s
Motion would not expedité thé reémoval of the residéential Touch Tone
chargé, but would burden the éxisting schedulé for implémentation
of D.89-09-033. DRA stated that granting TURN’s motion would force
ratepayérs to béar additional implémentation costs. The
county/CBCHA indicatéd that TURN’s argumént appéared to be prémised
on the belief that D.89-09-033 intend to rélieéve ratépayers of rate
responsibility for Touch Tone sérvice. Based on the parties’ data
responses on the quéstion of how the LEC’s would actually implément
removal of the Touch Toneé charge, we determinéd that even if TURN’s
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Motion wére granted, a delay of at leéast three months would be
needed before charges could be removed statewide. Therefore, we
did not act on TURN’s Motion, preferring instead to see whether the
hearing process would in fact result in a timely decision. We were’
satisfied with the process and did not grant TURN’s Motion. At
this time, TURN’s Motion should be dismissed as moot.

E. Shift of Révenué Burden

In this phase of our investigation, we have hastened the
evolution of basic éxchengé télephoné seérvice. We will not wait
until statewidée révenueé impacts can be accounted for in the
suppleméntal raté design procééeding to eliminate separate Touch
Toné charges and to éxpand theé local or *fréé” calling area to
12 miles. The TT/ELCA révenue réquirement should bhe récovéred via
an increéemental bill-and-kéep surchargé or othér adopted basis now,
evén though this will result in a shift of révenue requirement
responsibility from thé résidéntial to business class due to the
uniform natureé of the surcharge. We aré not pérsuaded to make an
excéption to our general surcharge policy because CBCHA/County has
not shown that thé consequéncés are séverée énough to mérit spécial
treatment prior to our géneral rate désign proceéding. Also,
CBCHA/County has not supplied any information on thée distribution
of impacts of previous rateé changes of much greater magnitude that
wéré made with thé samé surchargeée approach.

Thesé énhancements to basic exchangé sérvice will
stimulate calling to business, as well as residential lines.
Numérous partieés hére havé stated that Touch Toné chargés should bé
abolishéd for businéss customérs bécausé theré aré evén more
business applications of Touch Tone téchnology than résidential
uses. With #*freé” Touch Tone, thé usé of Touch Toné instruments
for businéss transactions should bécome evén moré prévalent than it
is today, thus providing business telephoné customérs with the
opportunity to compétitively sérve théir clients. And, those
clients may be calling from éithér a business or a residéntial
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access line. We are recognizing the benefits of disseninating
improvenments in telecommunications téchnology throughout society,
as will occur as the result of "freef Touch Tone and an expanded
local calling area. We expect that these benefits will flow fairly
to all classes of telephone ratépayers. Thus, it is reasonable to
recover the otherwise lost billed revenues through an incrémental
bill-and-keep surcharge that recovers sone of the TT/ELCA billed
revenues now being collected in residential rates from business
customers. :

We acknowledge that customers who do not currently
subscribe to Touch Tone service will éxperience an increase in
monthly servicé charges as a result of the surcharge. Custonmers
who do not call over routes rated as 0 to 12-mile toll or ZUM Zone
2 calls will not benefit from our expansion of the local calling
area, yeét they will shoulder some of the cost of éxpansion through
the surchargé. There will bé a shift in revenué reésponsibility
from those who currently “pay as they go” to other ratepayers who
do not subscribe to Touch Tone and 1imit their calls to the current
local area.

This shift necessarily résults from thé revénue recovery
nechanisms adopted in this decision. It is the result of our
determination in D.89-09-031 that basic service should include
Touch Toné and an expanded local calling area. By essentially
»bundling” Touch Toné and a larger local calling area into the
rates paid for local exchange service, the commission is giving
ratepayérs a price signal that encourages wider use of the
telephone system. We have determined that cost barriérs to Dial
Tone Multifréquency Technology (DTMF) and communication in modeérn
urban areas should be éeliminated. This réallocation of revenueé
requirémént récognizes the increasing roleée that telecommunications
will play, and rédefines the value of basic monthly exchange

service to the ratepayer.
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This shift in revenue requirement responsibility doés not
constitute rate design because we make no finding regarding the
appropriate level of businéss rates or contribution that should be
borne by the businéss class. Instéad, we aré continuing the use of
a general surcharge/surcredit approach to revenue requirément
- adjustments prior to a comprehensive rate design, which we inténd
to undértakée shortly. )

Many hundréds of millions of dollars of rate reéductions
have béen returned to customers through surcredits that mirror
precisély the surcharge contained in this décision. 1t is
inevitable that thése surcredits and surcharges will cause somé
minor shift in the amount of contribution paid by various customérs
or customer classes. Théré is no way to avoid such minor impacts
short of a comprehénsive rateé design.

This récord doés not contain eévideéncé reégarding the
relative bénefits to various customer classés of our ongoing
Subscriber Plant Factor-Subscriber Liné Usagé cost reallocations,
nor of the largée surcredits now générally applied as a result of
the réevéenue reductions ordered for Pacific and GTEC over the past
few yéars. Presumably, business usérs as a class récéived somé
benefit from thosé actions. Théréefore, we will focus our attention
on thé proper leveéel of ratés and contribution for businéss
customérs whén we addréss thé samé subject for all other classés of
ratepayers.

IX. Touch Tone

A. Touch Tone for Business Customers

Thé LECs wéré unanimous in réecomménding that the séparate
chargée for Touch Toné sérvice be éliminated for business customers,
The CBCHA/County claiméd that eliminating Touch Toné chargés is an
appropriate policy goal and that eéliminating thé charge for both
business and résidential customers would résult in a reéalistic
definition of modern basic exchangé sérvice. Thé CBCHA/County
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believes the neéd for and usé of toné signalling by business
customers is at least as great, and pérhaps even more essential,
than for residential subscribers. Pacific states that elimination
of a separateé charge will help facilitate the introduction and
growth of information age services such as voice mail and
electronic méssaging in california. Pacific notes that
approximately 93% of its business accéess linés arée provided with
Touch Toné at a $1.70 monthly rate. This is greater than the
residential access line subscription raté. GTEC reéports that over
80% of its business customers already subscribé to Touch Tone
service. DRA agréed with thesé parties and added that elimination
of Touch Toné charges for both businéss and résidential customers
at the same time would résult in lower opérational costs to the
LECs than if this weré done separately.

In light of thé many applications of DTMF citéd by the
parties, we will order the elimination of a separate Touch Tone
charge for businéss customérs. This will, in GTEC’s words, make
Touch Toné signalling the standard signalling convéntion for basic
éxchange serviceé.

Pacific points out that it offers Touch Tone on a bundled
basis with several sérvices. Thesé includé Semi-Public Téléphone
Servicé, Customer-ownéd Pay Téléphone (COPT) sérvice, Céntréx lines
and COMMSTAR I and II. -Ratés for theéseé services wére not déveloped
by adding individual rate éleménts as building blocks. -Pacific
states that no décrease to rates for thésé bundled sérvicés should
occur as séparaté Touch Tone chargés are éliminated bécause
reductions on a pieceméal basis could ultimately résult in below-
cost pricing. DRA takes a similar position} rates for thése
bundled sérvices should be éxcludéd when determining billing
reductions and costs reéesulting from the élimination of Touch Tone
rates and chargés bécauseé those linés do not yield “Touch Tone”
révenue. GTEC doées not includé Touch Toné sérvice in its

counterpart seéervices.
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CBCHA/County argues that there is an implicit charge for
Touch Tone service within the rates for bundled serxrvicei Touch Tone
is not provided ~free” to thoseé customers, and there is no reason
to conclude that the implicit rate for Touch Toné is any different
from the explicit rate charged when Touch Tone is not purchased on
a bundled basis. The CBCHA/County urgés thé Commission to reduce
the bundled Centrex or COMMSTAR rateées by the explicit Touch Tone
rate, $1.70 per month.

We think it is premature to conclude that Pacific’s
bundled rate for CentrexX and COMMSTAR include the $1.70 Touch Toneé
charge assésséd businéss customers. Glenn Sullivan, vho was
Pacific’s witness on rate design, pricing, and tariffs during the
périod 1972 to 1977, testifiéd that hé did not know thé origin or
basis for the rates Pacific charged for Touch Toné servicée. He
suggéested that ratée componénts should bé réviewed in the
suppléméntal rateé design proceeéeding. We agree with Mr. Sullivan!
there is no basis for concluding that thé Commission intendeéd to
colleéect $1.70 for theée Touch Tone component in the bundléd Céntréx
and COMMSTAR rates at this time. Thus, Céntréex and COMMSTAR rates
will not bé decreased by thé éxplicit Touch Toné charge. HWe
endorse thé DRA position éxcluding any portion of Ceéntréx,
COMMSTAR, COPT, and Semi-Public rates from the revénué réquirément
récovery adoptéd in this proceeding.

B. Recovery of Reasonablé Costs and Billed Reévenues

Thé LECS streésséd that élimination of Touch Toné rates
and chargés should léavé thém in a révénué-neutral position. This
means that billed revénues now being collected through theé monthly
Touch Toné chargé will have to bé collectéd through other meéans.
With the exception of Pinnaclés Teléphoné Co. and Thé Volcano
Telephone Co. which already provide Touch Toné at no chargé, LECs
will incur one-timé costs to convert customérs to Touch Tone.
Also, nonrecurring costs to convért a customer from dial pulsée to




I.87-11-033 ét al. ALJ/ECL/rmn *

Touch Tone service will no longer be incurred by LECs other than
pinnacles and Volcano. '

The DRA and the LECs have reacheid agreement on all Touch
Tone-related costs except for Pacific and certain LECs that wish to
upgrade their facilities to provide Touch Tone capability to 100%
of their access lines. We will accept the stipulated figures as
being a reasonable estimate of the LEC’s billings, récurring and
nonrecurring costs to elinminate Touch Tone for residential and
business customers. The DRA’s differences with Pacific and the
other LECs are reviéwed individually below.

1. Touch Tone Capability for 100% of Access Lines

pacific includes $100,000 in its estimate for the cost of
modifying all switchés to providé Touch Tone sérvice to customers
existing on the dateé this decision is implemented. CP National
requests $23,000 to cover investments in two céntral offices,
citizens requests $48,720, Contel réquests recovery of $75,000, and
Siskiyou seéks $18,400 to providé Touch Tone capability to 100% of
their access lines.

DRA challénges thesé requests by reférring to
D.89-16-031. Theé words of Ordering Paragraph 1 state,
»...résidential Touch Toné chargés shall bé eliminated for all
local exchangée carriérs in california.” DRA finds no indication in
D.89-10-031 that the Commission intended to providé Touch Toné to
100 § of all customers. DRA would haveé Pacific and the other LECs
providé Touch Toné in conformity with their routine plant
modernization schedules.

pacific, contél, and citizens counter that the
commission’s genéral intént as expressed in the body of D.89-10-031
is that Touch Toneé should becomé a part of basic service for
residents, and that résidential service should be universally -
available to all california residents. Consistent with this
policy, Touch Toné should be available to all résidencé customers,
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and the LECs should be allowed to recovér the capital cost needéd
to acconmplish this, according to thé LECs.

None of the LECs présentéd téstimony on thé presént Touch
Tone capacity or on the amount of incremental denand for Touch Tone
service expected at the central offices where investments are
proposed. Absent such evidence we bélieve it is possiblé that the
existing Touch Toneé capacity in thesé central offices can meet 100%
of the demand for Touch Tone that would arise pénding the
deployment of capital improvements that thé LECs would ordinarily
undértake in the course of their utility business. :

CP National will be replacing its two switches within 12
to 18 months, at which time, all of CP National’s acceéss lines will
havé Touch Toné capability. If they beliéve that additional plant
invéstment is justified by forécasted demand, Citizéns, Contel, and
siskiyou may undertake the necessary capital improvéménts and seek
recovery in rates by filing general rate case applications. At

this time, it would be unreasonable for the Commission to incréase
thesé companies’! capital expénditurés bécause thé LECs have not
shown that any need for those facilitiés will arise and that the
need cannot be met by the utilities’ routine plant investment
programs, for which recovery is provided through thé genéral rate

caseée process,

While Pacific is not authorized to file a general rate
casé under our new réegulatory framéwork, Pacific should not récover
capital costs, éither, because weé have not réquired thé provision
of Touch Tone capability for 100% of all access lines. Absent this
mandate, Pacific should managé its éxisting reésourcés to méeét
whatever increémental demand théré may bé for Touch Tone service
after the separate charge is rémoved.

2. The Crossbar Switch Issue

Pacific collects Touch Tone ratés and charges for DTMF

service provided with cross bar and électronic switches. Rates and




1,87-11-033 et al. ALJ/ECL/rmn #

charges are no longer collected for DIMF service provided by step-
by-step switches. By Resolution T-14067, the Commnission approvead
Pacific’s proposal to eliminate rates and charges for Touch Tone
cailing when provided through stép-by-steép central office
equipment. In Reésolution T-14068, the Commission ordered Pacific
to refund $5 million to Touch Toné customers served by step-by-step
central office equipmént. The Commission eéxcluded the refund and
chargés from recovery in rates, Pacific stated that its proposals
were intended to promote thé goodwill of Touch Toné customérs
served out of step-by-step officés who may have beén confused about
differences in the speéd of placing calls using rotary versus DTMF
telephones.,

a. The DRA’s Position

DRA beliéves that similarities betweén crossbar and
step-by-step officés réquire similar treatment of customers served
by these offices with réspect to the elimination and refund of
Touch Tone éhargés. That is, DRA urges us to order Pacific to
refund Touch Toné ratés and chargés collected from customérs served
by crossbar central office equiprent over the last three years.
This would result in a oné-year revenue decréase of $44.69 million.
In addition, DRA béliéves that Pacific should not recover the $8.42
million in reécurrent Touch Tone billings derived from crossbar
switches. DRA’s récommendation would decréasé Pacific’s first year
revenués by $53.11 million and its subséquent years’ revenues by
$8.42 million. _ )

DRA’s récomméndation is baséd on threéé altérnate
theoriés. First, DRA claims that Pacific is in violation of its
tariff by offering Touch Tone out of éléctromechanical offices
which did not réquire *program updatés”, as definéd by DRA.

Seécond, DRA statés that Pacific has providéd Touch Tone sérvice in
a discriminatory manner, in violation of PU Code § 453(c), by
allowing customérs who do not pay for Touch Toneé to avail
themselves of that featurée. Third, DRA argues that the quality of
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Touch Tone service provided by crossbar resembles that of
step-by-step and the same ratemaking treatment should be applied.
i. Tariff violation
DRA focusés our attention on Pacific’s Touch Tone
calling Service Regulations, which state in part:
»The furnishing of Touch-Toné Calling
service réquires certain facilities of
the utility and may be provided where
there is available céntral office
equipment with the proper program
updates as determined by the Utility.”
(Sched. cal. PUC No. A5.4.2.B.1)
This language was added to Pacific’s Touch Tone
Tariff by Advice Leéttér 14949 which became effectivé on August 7,
1985. DRA belieéves that the languagé déscribing “céntral office
equipment with the propér program updates” reférs to éléctronic
central office équipment and doés not include électromechanical
officés. DRA argueés that Pacific’s tariff does not authorize it to

offer, provide, or collect ratés for Touch Tone service providéad by
an electromechanical office. However, DRA agrees that Pacific did
not intend to limit the availability of Touch Toné to only
electronic central office eéquipment, which contain stored programs
and Storéd Program control requiring program updates, by this

language.

Pacific presentéd thée testimony of Cheryl
Anderson, the émployeéé responsible for drafting the tariff language
and the advice letter which inserted the language in quéstion into
the Touch Toné tariff, Advice Letteér 14949. She stated that the
term “propér program updaté” was intended to refer theée reader to
pacific’s APTOS computer data basé, which lists all exchangés and
prefixes wheré Touch Tone service is available. After consulting
the data bank, one could determiné the availability of the ceéntral
office equipment needed to provide Touch Tone sérvice.

Ms. Anderson testified that Pacific never
inténded by its advice letter to terminate thé Touch Tone service
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that was being provided to customérs served by éléctroméchanical
offices. Advice Letter 14949 stated that the tariff changés
proposed theéerein *.,.will not increase any rate or charges, causé
the withdrawal of service, nor conflict with other schedules or
rules” (emphasis added). At the time of the advice letter filing,
July 15, 1985, about 2 million Touch Tone customers wére being
served by either cross-bar or stép-by-step ceéntral office
equipmént, Pacific testified. DRA’s interprétation would imply
that Pacific intended to offér Touch Toné to access lines seéerveéd
only by electronic switches. Pacific had no such intent, according
to the witness., Since the advice letter stated that no revenue
effects would result from the tariff revision, it follows that
Pacific had no plans 6 curtail Touch Tone service to existing
subscribers, she testified. Moreover, the ”T* alongsidée the words,
*propér program update as détérminéd by the utility” signifiés
according to G.0. 9€-A that the wording was intended to be *a
change in wording of text but not a changeée in rates, rules, or
conditions”, argues Pacific.

ii. violation of PU Code § 453(c)

Néext, DRA claims that Touch Tone sérvice provided
by électromechanical switches is discriminatory and in violation of
PU Code § 453(c). DRA asserts that customers seérved by
eléctromechanical céntral offices who pay the Touch Tone ratés and
chargés aré discriminated against beécausé othér customers sérved by
those offices can use their DTMF phonéséts to obtain DTMF call
processing without subscribing to Touch Toné seérvice.

Pacific statéd that it reasonably attempted to
prevent unauthorized usé of céntral officé Touch Toné capability
through its Touch Tone Fraud Program, explainéd below. Pacific
also argued that it should not bé held responsiblée for the unlawful

acts of its customers.
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Differences in Quality of Service
Finally, DRA allegeées that the similarity in the
quality of Touch Tone service provideéd by crossbar offices and
step-by-step offices justifies treating crossbar Touch Tone
customers in the same manneéer as step-by-stép custonmers are treated
pursuant to Resolutions T-14067 and T-14068. DRA claims that the
primary differéence in quality of service provided by these
électroméchanical switches and theée electronic switchés is call
processing speed. Customers éxperience from 30% to almost 100%
more time néeded to process a call with a crossbar switch than an
electronic switch, states DRA. Other alleged service differénces
include the availability of Touch Toné service for all
electroméchanical customers régardless of customer payment and
without thé need for any central office work to providé Touch Tone
service.

iii.

Pacific’s witnésseés beliéve that the conparison
between électromechanical and éléctronic switches should encompass
all of the call processing time, that is, the period which begins
when a caller lifts the recéivér and héars the dial tone and énds
when somé audible nétwork signal such as ringing or a busy signal
is héard. Pacific states that the most significant factors in call
procéssing spééd are the diffeéerénce in customér dialing time, which
depends of thé usé of a Touch-Toné vérsus a rotary dial instrumeént,
and the additional switching timé neédéed to completé an intra-
office vérsus an inter-officé call.

Ralph Battista, an émployeé of Bell
Communications Reséarch, Inc., provided expert testimony on the
functioning of No. 5 crossbar technology and the storéd program
control switching systém on behalf of Pacific.

According to Battista, in a No. 5 crossbar
switching systém a Touch-Toné réceiver is permanently hard-wired to
an Ooriginating Register circuit. ODTMF signals from the caller are
interpreted in milliseconds, unlike the case of step-by-steép
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systen, where the DITMF signals nust be converted to pulse signals
in order to activate the switch.

In a central office served by an electronic
switch, a Touch-Tone receiver is hard wired to a Customer Dial
pulse Receiver circuit. When the Touch-Tone recéiver detects a
Touch Tone signal, the system will determine the digit value
present and store it in electronic memory within 40 nilliseconds.

Focusing on the périod of post dial delay,
pacific concludés that it takes 1.8 seconds more of switch
processing time beforée the caller hears a ringing toné with a No. 5
crossbar switch than with an electronic switch.

Battista believes that it would be highly
unlikely that a customer would perceive thé 1.8 second average
difference betwéen No. 5 crossbar and eléctronic switch processing
times. Heé states that the differenceé is éven more insignificant
when experiénced in the context of the wide range-of call
completion times.' It may take a calléer as much as 20 seconds to
completé an intéroffice call because multiplé switching systems
must be used, according to Battista. pacific’s witness Sullivan
stated that as many as 80% of the calls procésseéd by a central
office can be interoffice calls. Thus, for a great deal of

1 The difference consists of 100 milliseconds of switch
procéssing time, 700 milliséconds reéquired by thé NAC adjunct (a
NAC adjunct is required to provide equal accéss to intéréxchange
carriers in eléctroméchanical officés), and a oné-second ring delay
required by thé No. 5 crossbar switch. Dueé to Pacific’s é second
ringing cyclé, randomly dialed calls havé a 50% probability of
expériéncing a ring delay of 0-1 seconds. At thé most, 2 séconds
must be addéd to No. 5 crossbar switch and NAC adjunct procéssing
times to dérive the typical intraofficé post-dial deélay timé. By
comparison, the eléctronic switch is 100 milliséconds faster than
the No. 5 crossbar, it has no NAC adjunct, and ringing commences
immediately whén a connection is madé.
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calling, a 2 second difference in call times does not signify
inferior telephoné service, claims Pacific.
b. Discussion
Pacific filed Advicée Letters 15657 and 15658
proposing that Pacific be authorizéd to stop assessing rates and to
refund previously collected rates and chargeées for Touch Toné
servicés provided by step by step ceéntral officés. The DRA fileéed a
protest. DRA questionéd the quality of Touch Toné seérvicé provided
by éléctromechanical switches, such as crossbar switchés, and
proposéd that customers served by othér électromechanical switches
be treated in a manner similar to step-by-step customérs. The
Commission found thé récord in the advice létter proceeding to be
insufficient to support any conclusion regarding Touch Toné service
providéd to cross-bar customeérs. Instead, the Commission
recognizéd that DRA’s claims could bé addréssed in this proceeding.
We will address é¢ach of DRA’s arguménts in order.-
i. Tariff Violation

We first considér DRA’s asseértion that Pacific is
in violation of its Touch Tone tariff bécause it is collecting
tariff rates and chargés for Touch Toné sérviceée provided by a
technology (éléctroméchanical) which is not specified in the Touch
Tone tariff. DRA’s argument hinges on its inteérpretation of the
words, *stored program control”.

We havé réviewed the languagé of thé tariff,
Advice Létter 14949, and thé testimony of Ms. Andeérson. Heér
téstimony is crédiblé and persuasive on this point. Theé languagé
of the tariff, “propér program updates® is vagué. DRA récognizéa
this ambiguity and sought to interpret thésé words by résorting to
other Pacific tariffs and industry technical manuals. - Wé think
that the moreé reliable réference is to the advice létter which
proposed thesé words. The two documents weré draftéd
contémporaneously and submitted for Commission réview pursuant to
the standards of Général Order (GO) 96-A.
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The language ”proper program updates”, when
viewed in the context of the advice letter, refers to updates of
pacific’s APTOS data bank, not to revisions to the stored progranm
control associated with Pacific’s electronic switches. Thé advice
letter récites that the change will not cause the withdrawal of
service. The designation *T”, which indicates under our GO 96-A
convention that the wording change will not result in a changeé in
rates, rules or conditions of service appears adjacent to the
language in question. They support the conclusion that Pacific
would continué to bé authorized to providée Touch Toné through
electromechanical offices after the words Apropéer program update”
became effective. We concludé that pacific is not in violation of
its Touch Tone tarift.

ii. Unlawful Discrimination

We do not find that Pacific éngaged in
discrimination violative of § 453(c) of the PU Codé. That séction
prohibits a utility from charging differéent ratepayers different
rates for thé same service, or failing to charge ratépayérs for
tariffed services, among other things. DRA alleéges that pacific
has discriminated against customeérs sérved out of No. 5 crossbar
central offices by providing all of them with call procéssing that
résponds to DTMF signals, yet charging Touch Toné tariff rates only
of those customers who affirmatively subscribe to the sérvice.

This situation exists because once No. 5 crossbar
switches are equipped for Touch Tone, all access lines sérveéd by
the switch aré connected to a Touch Tone récéiver. We noté that a
utility has an obligation to enforce its tariffs and to ensure that
certain customers aré not able to obtain free of charge sérvices
for which othér customers must pay. It is not technically possible
for Pacific to prevent its equipment from responding to DTMF
signals geneérated by equipment owned by a nonpaying customer.
Moreover, Pacific had operated its Touch Toné fraud detection
program for years in an attempt to détect and obtain payment from
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nonpaying users of Touch Tone servicé. Although a Touch Tone
custonmer served by an electronic switch is seérveéd diffeéerently than
one served by an electroméchanical switch, that distinction results
from a reasonable difference. Pacific has done all it can to
ameliorate that difference, and ultimately, the payment for service
which others use freé of charge results from the uncontrollablée and
unauthorized acts of other ratepayérs. Thus, no violation of PU
Code § 453(c) has occurred.

iii. Service Quality

Since, with limited exception, the only
altérnative to eléctronic switchés in the last thrée years has beén
the No. 5 crossbar switch, we focus on thé differencés betweén the
No. 5 crossbar and eléctronic switches.

Théré aré two theorles under which sérvice via
No. 5 crossbar could bé found lacking, and thus, Pacific’s
colleéection of ratés for Touch Toné service renderéd by No. 5
crossbar switches détermined to bé unreasonable. One, broachéd by
the ALJ, is whethér custoners served by No. 5 crossbar are
receiving Touch Tone seérvicée of an infeéerior quality. Theé otheér,
raised by DRA, is whéther No. 5 crossbar service is more akin to
Touch Toné providéed by stép-by-stép switchés than électronic
switches. 1If it is, DRA reéecomménds that thé No. 5 crossbar
customers should be réfunded thée rates they had paid to Pacific
over the last threée yéars for Touch Toné sérvicé and reéevenués from
Touch Toné sérvice rénderéd by No.S5 crossbars should bé eéxcluded
from Pacific’s prospective révénuée reécovery.

Thé customer confusion which générateéd Pacific’s
step-by-step Touch Toné refund program can be assuméd to résult
from Touch Toné’s failuré to meet pérformanceé éxpectations. In
step-by-step offices, a customér’s change from rotary dial to Touch
Toné equipment incréased post dial delay timé by 4.2 séconds.

After having dialed the call, thé customer was worsé off by
4.2 seconds with Touch Toné beéecausé thé dial pulses had to be
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converted at a rate of 10 pulses per second t¢ DTNF. However, in
an electronic office, a customer changing from rotary to Touch Tone
reduces her call processing time by 5.9 séconds and experiences no
change in post dial delay time.

The difference in call completion tires
attributable solely to the identity of theé switch (No. 5 crossbar
vs. electronic) is 0.8 to a maximum of 4.8 seconds. In absolute
terms, we do not believe that a customér would bé confused about
the merits of Touch Tone service if it took approximately 1 to 5
seconds longér to completé a Touch Tone call bécausé thé custonmer
is sérved by a No. 5 crossbar instead of an eléctronic switch.

In comparativé terms, weé find that the difference
in call complefion times for an intraoffice call is very small
compared to thée wide range of call processing timées that customers
régularly éxpériéncé over thé variety of calls that they make. We
believe that call completion'timés arée morée similar betweén No. 5
crossbar and electronic switches than bétweén step-by-step and
No. 5 crossbar switches,

" The other differencés recited by DRA, the
inability to preéveéent customérs from taking advantage of Touch Tone
résponseé without paying for thé sérvice and the fact that no
modification to thé No. 5 crossbar must bé undertakén to provide
Touch Tone to a customer who orders it, are insignificant for our
purposes. We récognizeé that thé utility cannot ensurée that all
services will bhé provided by ideéntical equipmeént. To do so would
probably résult in wasté and unnécéssary plant investmént. These
attributés of thée No. 5 crossbar, takén togetheéer with call
procéssing timés, do not distinguish Touch Toné service provided by
No. 5 crossbar from that provided by eleéctronic switches to the
extent that customers served by Ho. S crossbar central offices
receive inferior service. )

We réject thé DRA’s recommendation to disallow
Pacific’s recovéry of révenués earnéd through the provision of
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Touch Toné with No. 5 crossbar officés and to refund Touch Tone
charges to customers served by No.5 crosshar switches.
3. Line by Line Conversion ’

The ALJ’s ruling asked the telephoné companies to state
whether, rather than converting access lines to Touch Tone
capability on a line-by-line basis, it would be possible for the
utility to coavert the lines on a global basis at less cost.
Pacific stated that it could use a *software patch” at a cost of
$35,000 to convert linés to Touch Toné on a global basis, but that
its engineers recommended line-by-liné conversion at a cost of
$350,000. Pacific characteéerizes its softwaré patch as a temporary
measure, necessary only if the Commission required a conversion to
freé Touch Tone soonér than 60 days after the issuance of this
decision. Givén a 60-day implémentation period, Pacific would use
the line-by-liné méthod, only, at a cost of $350,000.

Thé DRA would disallow $374,000 in Touch Toné conversion
costs sought by Pacific. )

Pacific’s witness testified that the software patch is
not considered reliable on a long-term basis. Heé stated that if
Pacific’s office technicians did not maké theé appropriaté eéentry
when reinitializing thé central officeé switch, customers with dial
pulse indicators would not bé able to bréak dial toné and make
calls using Touch Toné teléphoné sets following disruption of
céntral officé memory. He téstified that céntral office memory
might bé inteéerruptéd in the evént of an éarthquake, but could
providée no othér instanceé wheéré a ceéntral officé would have to be
reinitialized. Thé witness could not cite anothér situation where
the softwareé patch would not function as well as a line-by-line

conversion.

As we see it, Pacific is asking its ratepayérs to pay a
premium of $315,000 to énsuré servicé evén if its employées are not
propérly preparéd to reinitialize a switch in case ceéentral office
memory is interrupted. Pacific stressés its policy of providing
quality service to its customers. We bélieve that thé utility can
provide quality servicé at a more reasonablé rate through éffective
management that properly trains its émployees in anticipation of an

- 31 -
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interruption of central office memory or other outage. We adopt
the DRA’s recommendation to limit the cost of Pacific’s switch
reprogramning to $35,000.

4. Touch Tone Fraud

The DRA and AT&T believe that the revenués for which
pacific claims recovery should be reduced by $2.224 million. This
amount represents the cost of pacific’s Touch Tone Fraud Program,
which detects customers who were using the Touch Tone capability of
an electromechanical central office without paying for it. Pacific
had included the expense of its program in the revénue requirement
it submitted to the Commission to establish theée January 1, 1990
»start-up revénue requirement” authorized in D.89-10-031.

pacific’s witness testified that Pacific had halted its
Touch Tone Fraud Program in about October of 1989 in anticipation
of "free” Touch Tone and bécause thé program, with its potential of
recovering a maximum of $1.7 million in révenues, "was not cost-
effective. oOn this basis, Pacific believed that the fraud
program’s revenué requirement should bé subject to the productivity
sharing betweén ratepayers and shareholders envisionéd in
D.89-10-031.

We beliéve that revenués that were originally authorized
for Touch Toné-rélated costs which Pacific will no longér incur
should offset Pacific’s révenue recovery. since we are granting
pacific recovéry in rates of eéxpénses specific to eliminating theé
rates and charges for Touch Tone, we aré also factoring in the
specific reduction in éxpense, which is also a diréct consequence
of our ordéer to eliminaté the Touch Tone rates and chargées. Both
revenué streams are traceableé to the existeénce of a séparate charge
for Touch Toneé services. Pacific was authorized to collect $2.224
million in rates to fight Touch Tone fraud. Sincé Touch Toné
calling will be free, the fraud problen vanishés. Theré is no
réason Pacific should bée allowed to retain $2.224 million which it
admits it will not spend on thé activities for which the monéy was
originally budgéted. If pacific’s revenues aré not reduced by that
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amount, ratepayer money inténded to cover an itemized expense
potentially would be subject to a productivity sharing with
Pacific’s shareholders. This would be unfair to ratepayeéers and
would contribute to a false productivity signal. Therefore,
Pacific’s revénue requiremént should be reduced by $2.224 million

as recommended by DRA witness Smith.
C. Billings and Incremental Expénse and Investment Effects
Appendix A adopts theé annual incremental billing effects,
both one-timé and ongoing, dueée to thé élimination of separate Touch
Tone rates and charges. Appendix B adopts the annual indérémental
expénseé effects of eliminating Touch Toné ratés and charges. A
convérsion cost of $35,000 is allowed for Pacific’s conversion
costs. Thé ongoing incremental éxpénses incorporatés the savings
due to termination of the Touch Toné Fraud Détection Program.
Appendix C reflécts the annual incrémental inveéstments
estimatéd to be neéded on a one-timé basis to éliminate Touch Tone
ratés and chargés. We have éxcluded capital costs to CP National,
citizens, Continental, Roseville, Siskiyou, and Pacific that each
would incur to provide Touch Toné to 100% of their accéss lines.

IIX. anded Local Call Areas

A. Billings

The éxpansion of thé lccal calling aréa will result in
decréaséd billings by the LECs. Cléarly, LECs will no longer
receivé toll bands 1 and 2 and 2ZUM Zoné 2 révenués from calls made
within the 0 to 12-mile toll band/2UM Zone 2. Extendeéd aréa
sérvicé incréments that aré currently associated with the 0 to
12 milé toll routés will disappéar with thé éxpansion of the local
calling aréa, so that billed revenues from EAS increéments will be
lost. Pacific anticipatés that theré will be a shift from measured
to flat rate seérvicé as residential customers percéive the
advantage of the larger calling area. Billings for business access
will likely increasé for two reasons. Théré will be a shift from
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foreign exchange to busineéss access lines as well as a shift from
wide area telephone service to business access. Both Pacific and
DRA recognize that billings will also bé reduced for discretionary
services, such as optional calling plans and foreign exchange
service, which becomé less useful due to the éxpansion of local
calling area.

Citizens points out that the ratio of interstate to
intrastate separations factors will change as toll routes become
local routes. DRA recognizéd this phenomenon, also. However, no
party attempted to quantify the effect of the révernue requirement
shift from the interstate to the intrastate jurisdiction based on
the proposéd rate condition. Sincé we have no record on which to
base an order revising separations factors, wé will refrain from
doing so until a later procééding when thé record is developed.

B. Switching Between Measured and Flat Rate
Basic Residential Exchange Services

DRA points out that eéexpansion of thé local calling area
may affect the cost-effectivénéss of existing résidential customeér
service. Impacts on individual ratepayérs will vary, depending on
the number of éxchangeées within éach ratepayer’s 0 to 12-mileé band
which wére formérly nonlocal calling routes, DRA beliéves that
since the expansion of the local calling aréa will change the
boundaries of the local calling aréa and peérhaps thé basis upon
which residence customers may have sélécted either flat or measured
raté service, all residence customérs should bée allowed to switch
from flat to méasuréd sérvice, or from measured to flat rateé
service, and back again, subject to no servicé connection charges
for up to 90 days from thée date of ELCA implementation. No party
opposed DRA’s proposal.

Thére is précedent for DRA’s free switching proposal.
When local measured servicé is authorizeéd in éxchanges wheré only
flat rate service was available, weé havé providéed a 90-day trial
period wheré residencé customérs could éxpériéncé measured rate
servicé on a trial basis and switch back to flat rate with no
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service connection chargé. The most recent examplée of this option
occurred in the decision approving GTEC's eéxpansion of ZUM
services, b.90-06-016. Because the expansion of thée local calling
area has the potential to significantly affect custoners’ bills and
the impact can only bé méasured on a casé-by-case basis, wé will
adopt DRA’s proposal to éenable customérs to switch fronm oné typeé of
residential service, and then back again, without incurring any
service connection charge, within 90 days from theée date on which
local calling aréas are eéexpanded.

The costs of implementing ELCA include facilities
additions to process thé additional calls likely to be stimulated
by the decréase in rates for routes in the 0 to 12-mile band.

Costs will also beée incurred to réprogram switchés, change billing
and accounting systeéms, to train LEC émployeés to handlé incréased
customeér inquirieés, and to notify customers.

Thé DRA has accépted the LECs’ methods for éstimating the
impacts of ELCA without a detailed criticism of all méthodologieés.
DRA plans to résolve methodological issués, primarily billing
volumes, with the LECs before the upcoming Suppléméntal Rate Désign
phasé of this procééeding rather than risk a delay in -the '
implémentation of ELCA. The adopted billing impacts-due to
éxpanded local calling areas appéar in Appendix A.

C. Affected Routes

The ALJ’s March 13, 1990 Ruling required LECs to indicate
which routés would beé afféctéd by thé éxpansion of the local
calling aréa, theée rate-cénter to raté-centéer mileagés of the
affectéd routés, and classification of thé route for rating
purposes (2UM, toll, etc.). DRA has réviéwed thé LECs reésponseées
and beélievés that all errors in the submittals havé béen correéctead
at this timé. As a further precaution, DRA recommends that the
Commission require all LECs to certify in writing at the time of
filing ‘advice létters to implémént ELCA that the révised routes seét
forth in theé filings are correct, complété, and fully comply with
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the orders of thé Commission. We have used this LEC certification
process before; GTEC and Pacific were required to provide a similar
certification of route accuracy in D.90-06-016. DRA's
recommendation should be adopted here.
D. Exception Routes

Two LECs, Tuolumne and Siskiyou, requested exceéptions for
the routes listed below:

Shin?letown (Tuolumne) - Paynes Creek

(citizens) . . _
These rate centérs are 11.1 billable air mileés

apart, but calls are routed over 219 miles on
facilities of Tuolumne, Pacific, and citizens
utilities.

0oak Run (Tuolumne) - Montgomery Creek
(citizens) »
Thesé ratée centers are 10.5 billable air miles
apart, but calls are routed over 111 miles on
facilities of Tuolumné, Pacific, and citizens

Utilities.

Somés Bar (Siskiyou) - Orleans (Contel) _

These raté centers aré 6.84 billable air miles

apart, but calls are routed over 349 mileées on

facilities of Siskiyou, Pacific, and Contel.

The LECs wish to continue to charge the currént statewide
average toll rates for calls made ovér these thréé routes.
Tuolumneé states that inclusion of its routeés within thé ELCA
conversion would requirée impleméntation of some form of three-way
settlement between it, Pacific, and citizens. The agréemént would
necéssarily include compénsation for the high cost of the indirect
routing. Tuolumne suggésted that, because of an average of three
calls pér month aré made over these routes and the extensive
indirect routing involved, these routes should be éxempted from
being ratéd as local calls.

The DRA opposed thésé requests on several grounds. DRA
pélieves that continued toll rating of thesé routes would-
constitute discrimination against the customers served on thése
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routes. It pointed out that no LEC proposed a consistent set of
standards to determine whether a route should bé excépted. DRA
concurs with Tuolumne that agreements to compeéensate the conpanies
involved in the indirect routing could bée devéeloped.

We agree with DRA that the réquest to exempt certain toll
routes from conversion to local routeés should he denied.
D.89-20-031, as modified by D.90-04-031, which requires LECs to
rate all routées of 12 milés and less as local calls, contains no
standards for exempting any routes. Unlike 2UM rating, the
expansion of local calling aréas was not predicated on any
community of inteéerést between originating and terminating
communities. Since calls aré made over thé routes in quéstion, an
arrangement between thé LECs whose facilitiés aré neéded to
completé thé call must alréady exist} thé decrease in toll réevenues
réesulting from ELCA is incremental. The réquést of Tuolumnée and
Siskiyou for route éxemptions is denied.

DRA recomrends that the Commission adopt the révenue
requiremént associated with thé alternative that reésults in the
lowest cost to the LEC. This would beé determinéd as follows: The
LECs first solicit bids from othéer carriéers to providé services to
compléte calls on these routes. Thé térm of sérvices would
approximate the life of thé alternative facilities. Thé LECs then
comparé the lowest bid recéived with the amortized capital and
opérating expénseé that the LEC would incur to provide theé sérvice
itself. Thé Commission would adopt thée lowér cost as thé LECs
revenue réquirement. ) )

No party opposéd DRA’s récommendation. We find it to be
reasonable. Since thére is insufficiéent time to submit thesé cost
figures to thé Commission prior to impléméntation of ELCA, we will
adopt DRA’s proposed éstimaté of annual incréméntal éxpense and
investment effects for Tuolumne and Siskiyou on an interim basis.
We expeéct that Tuolumné and Siskiyou will submit their cost
comparisons by March 1, 1991. Those fiqures will bé reviewéd by
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CACD and incorporated in the utilities! advice letter filings dueé
on April 1, 1991, '
E. Billing Bffects, Investment, and Incremental Expenses

The DRA has calculated thée one-timé and ongoing effects
of expanding the local calling area on ratepayér billings for eéach
LEC. The interrelationship of theée expansion of the local calling
area with recent developments involving GTEC and Contél réquired
that certain assumptions be made. Thé DRA’s numbers assume that
GTEC’s proposal to expand ZUM service in Application 87-01-002 is
adopted, the rates ordered for GTEC in D.90-02-050 are in effect,
and that routes which Contel had proposed to be ZUM routés in
C.88-08-035 must bé convérted to local routés. Thé billing effects
adopteéed in Appeéndix A incorporaté these assumptions.

Thé one-time and ongoing costs to implemeént ELCA, which
includée such éxpénsés as switching translation changés to central
offices, émployée training and customer notification, wéré prépared

. for éach LEC. The oné-time incremental investménts to implemént
ELCA, such as the cost to install additional trunk lines to
accommodate call stimulation, weré also éstimated. All of the LECs
concur with thé DRA’s figurés. We adopt thosée figures as reasonable
éstimates of thée incréméntal éxpeéensée and investment éffécts of
expanding the local calling aréas in Appéndices B and C,
respectively.
F. Reévenue Réquirement

DRA listeéed the increméental revenue réquirement résulting
from thé élimination of resideéential and businéss Touch Toné rates
and charges and the impleéméntation of ELCA in Table II in witness
Carlos Fiquéroa’s téstimony. Thé aggrégateée revenué requiremént
effects from thése changes weré shown in Table III of Fiqueroca’s
testimony. Thé LECs concur in thésé figurés. Thosé figurés appear
to be reasonableée and aré adopted in Appendix E.

Due to theée existénce of statewide toll ratés, thé LECs?
billings, expénses and invéstments to providé intraLATA toll
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service are pooled. The pooled revénues are redistributed pursuant
to the settlements procéss. The settlement revenue effécts of
expanding thé local calling areas and eliminating the separate
Touch Tone rates and charges are shown in appendix D, pages 1

through 4.
IV. Revenue Requirement Recovery Mechanisms

The LECs proposed various means of réecovering revenues
which would otherwise bé lost as a result of eliminating Touch Tone
rates and charges for résidential and business customérs and making
calls over the 0 to 12-mile toll/ZUM band local calls.

pacific and GTEC each proposed that thosé revenue
decreases be offsét by a corresponding increasé in their respective
billing surcharge mechanisms applied to local exchange services. A
surcharge mechanism on local éxchange services is-authorizéd in
pacific’s Tariff Schedule A-2, Rule 33 and by GTEC's Tariff
Schedule A-38. DRA supported this approach for pPacific and GTEC.

pacific believes that one reason for shifting revénues
from an explicit monthly charge to a surcharge is to accomplish theé
commission’s goal to eliminate Touch Tone rateés and charges
immediately. GTEC’s witness acknowledged that revénue récovéry
would be shifted betveen classes of ratepayers. DRA witnéss Norman
Low testified that use of the surchargé was an »éxpedient” means of
recovering revenue requiremeént pending the outcomé of supplémeéntal
rate design. He stresséd that the Ccommission’s repudiation of a
shift of revenue requirémént from the résidéntial class to theé
business class in D.89-10-031 occurred in the context of Pacific’s
Alternative Regulatory Framéwork proposal. The decision did not
rule out a temporary shift in révenue requirémént pending a final
decision on supplemental rate design, according to Low.

calaveras Teléphone Company, Ccalifornia-Oregon Telephoné
Co., Ducor Télephoné Company, Foresthill Teléphoné Company, Happy
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valley Telephoné Company, Hornitos Telephone Company, The Ponderosa
Telephone Company, The Volcano Telephone Company, Winterhaven
Telephone Company, and Citizens Utility propose to recover the
revenué decrease consistent with the CHCF meéchanism adopted in
D.88-07-022. That is, to the extent the TT/ELCA revenue
requirement increase cannot be recoveéréed from increases in local
rates and would result in eligibility for CHCF assistance for a
particular LEC, revenue requirement could bé récovered from the
CHCF. Rosevillé concurs in this approach and adds that revenue
requirement récovery should not be subject to the CHCF waterfall
provisions bécauseé Touch Tone (and ZUM/toll band 2) chargés are not
subject to any mandatory réductions such as the CHCF ~waterfall.”

contel proposes that its impacts be included in the
calculation of the CHCF. That is, if the instant decision is
issued after the regular annual Octobeéer 1 CHCF advice filing due
daté, the commission should authorize a spécial advicé filing for
the CHCF. Contel récognizés that its local residential basic rates
already exceed 150% of Pacific Bell’s basic rate, so it proposes
that its total révenue requirement be included in the CHCF.

CP National, GTE West Coast, Pinnacles, Siérra, siskiyou,
Tuolumne, Evans, and Kerman have proposed to increase business
rates by the Touch Toné raté curreéntly applicable to business
lines. DRA opposés this proposal as constituting piecemeal rate
design. Thée LECs proposé that thé increasé in révenues from
businéss basic éxchange ratés would réducé the néed for otheér
funding sourcés to recover TT/ELCA revenues.

Evans Teléphoné Company, Pinnaclés Teéléphone Company, and
The Siskiyou Teleéphoné Company would further offset révenue
réquirement decreases with increasés to récurring rates or
surcharges for those companiés with basic exchange rates bélow the
150% California High cost Fund (CHCF) threshold. Thé companies
state that LECs with rates above the 150% threshold should receive
CHCF funding to offset the revenué loss if the commission éxténds
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the CHCF *waterfall” revenue reduction for thesé offset réevenues as
well as for the effects of supplemental rate désign. They claim
that if the Commission doés not extend the “wateéerfall” provision,
then those with rates above the 150% threshold should ke authorized
to recover their revenue offsets from TT/ELCA by use of bill and
keep surchargeés.

' DRA believes that thesé LECs prefer récovery via the
surchargée rather than through the CHCF becausé a surcharge would
allow them to avoid initiating a genéral rate caseé or a GO 96-A
proceeding. The CHCF provides that LECs which fail to initiate
such a proceeding would bé subjéct to the CHCF “"wateérfall”
provisions of D.88-07-022.2 DRA apparéently believes that these
LECs should not be able to insulateée their TT/ELCA révenue
réequireméent from Commission reéview of their neéd for support
through theé CHCF. Usé of DRA’s reévénué réquirémeéent récovéry would
preservé that option for the Commission, according to DRA.

DRA récommends that thé waterfall provisions bé stayed
through 1991. This would énablée the LECs who rély on thé CHCF
under DRA's suggested revénuée requirement recoveéry méchanisms to
maintain a révenué neutral position through 1991.

CBCHA/County maintains that the réveénuée réquirement
associated with eliminating Touch Toné ratés and chargées should be
recovéred éxclusively through séparaté surchargés on basic
résidential and businéss éxchangé accéss liné rates only. It
opposes the usé of a geéenéral surchargé on all local exchange ratés

2 Under thé waterfall térms, instead of récéiving 100% of
revenués which it would otheérwisé récovér through the CHCF, an LEC
which had not filed a général rate casé or a GO 96-A proceééding by
Décembéer 31, 1990 would bé entitleéd to decreasing pércentages of
its revenués through thé CHCF beginning on January 1, 1991. DRA
notés that and LECs séeking bill and kéep surchargé recovéry have
unadjustéd the unaudited 1989 intrastatée rates of réturn greater
than their authorized ratés of return.
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as impermissibly shifting revénue burden from residential to
businéss customers, It claims that séparaté reécoupment surcharges
are also réquiréed for residential and business subscribers to
recognize the different revenue éffects of usage stimulation of the
Expanded Local Calling Area plan.

In support of its position, the CBCHA/County relieés on
the Commission’s rejection of Pacific’s proposal to freeze
residential accéss line ratés while providing Touch Toné and an
expanded local calling area without any added charges. Leéé Sélwyn
testified for CBCHA/County that $104 million was formérly collected
from residential customers through Touch Tone ratés and chargeés.
Selwyn calculated that uader Pacific’s Rulé 33 surcharge, only
about $66.3 million in surchargée revénue would bé collected from
résidential subscribérs. Hé concludes that thé rémaining révenueé
requiremént decreasé, or $37.7 million, would bé récovéred from
other classes of customers through thé Ruleé 33 surcharge.

CBCHA/County takes the position that Touch Tone is now a
conmponent of basic exchangé sérvice, since the Commission abolished
the separate chargé that éxchange customers formerly paid for it.
Pacific’s proposal to use a Rulé 33 surchargé would transfer
reveénue requirément associated with basic éxchange service to otheér
services. For éxampleée, CBCHA/County points out that the Rule 33
surchargé applies to Ceéentreéx sérvices, with éxceéptions. According
to CBCHA/County, DRA’s téstimony is contradictory and does not
support its récommendation to usé thé Rulé 33 billing surcharge
mechanism to récovér Touch Tqné révénues.,

Rosevillé objécts to thé CBCHA/County’s methodology.
Rosévillé points out that CBCHA/County meérely assumes that smaller
LECs would havée no difficulty providing thée data needéd to
calculateé séparate billings and surcharges for révenués to bé
collected separately from thé résidential and business classes.
According to Rosevillé, CBCHA/County has not shown that the
purported bénefits of its approach outwéigh the broadeér public
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interest in a reasonable and efficiént implementation 6f the
TT/ELCA charges as proposéd by Rosevillé and DRA.

AT&T states that the $360 million revenue requirement
associated with TT/ELCA should be incorporated directly into basic
local service rates by thé two largest LECs and récovered according
to DRA’s plan by the smaller LECs. Pacific’s basic residential
rate would increasé by $.90 and GTEC’s would increase by $1.10.
This is preferable to thé surcharge, claims AT&T, because the
removal of séparatély stateéed charges and use of the surchargé would
combine to give the impréssion that theré will be a reduction in
local exchange rates. Seéveral of the smaller LECS also éxpréssed
this view. Inclusion of the TT/ELCA chargés in basic rateées now
will mitigaté the local service rate shock that may result wheéen
surcredits and surchargeés areée eliminated in the course of
suppléméntal raté désign, according to AT&T. The interexchange
carrier récomménds a uniform increase in basic éxchangé ratés and
criticizes CBCHA/County’!s proposal as unneécessarily compleéx and
tinme consumlng, as well as inaccurate regardlng Centrex rates.

We apprové theée usé of the Tariff Schedule A-2, Rule 33,
and Tariff Scheduleée A-38 surcharge on local exchangé sérvices as
the reasonablé méchanism for récovering décreased révénue
requirement for Pacific and GTEC, reéspeéectively. GTEC’s witness
Tanimura corréctly noted that even though the contribution
of various customeér classes would change, the utility has only two
alternatives to implément the éxpansion of thé local calling area
and élimination of séparaté Touch Toné rates and chargés. One is
to changé pérmanent ratés; theé othér is to revise the éxisting
billing surchargé. Obviously, since we will changeé permanent rates
in the suppléméntal raté désign phasé, it would bé premature to
change ratés at this point in our proceeéding.

Somé of theé smallér LECs claim that ratépayers will
concludé that TT/ELCA is beéing provided free of charge unless




1.87-11-033 et al., ALJ/ECL/rmn *

TT/BLCA revénues aré recovered in basioc éxchangé ratés. while this
may bé true, we aré reluctant to fusé TT/ELCA into basic eéxchange
rates now because that may prejudge supplemental rate design.

We acknowledge that shifts in revenue requirenment
responsibility betweéén classes of ratepayers will occur as a result
of using the existing billing surcharge mechanism. However, we
have previously détermined in this proceeding that theé concept of
basic exchange service should be revised to include Touch Tone and
an expanded local calling aréa. It is clear that enlarging the
scope of basic phone sérvice will promoteé ratepayer usage of the
phoné. Weé note that whilé the residéntial ratepayér may be
originating a Touch Tone call, in many cases the DTMF téchnology is
émployed by a business ratepayer to its compétitive advantage.

This décision réemoveés thé separate Touch Tone ratés and charges for
businéss, as well as residential, ratépayérs. The conveniencé of
Touch Toné calling redounds to the business customer as much as to
the resideéential customeér. Likéwise, customér réluctance to contact
businesses outsidé theé local exchange area will diminish with the
expansion of thé local calling aréa. ELCA has the potential to
promoté commércé bétweén rateéepayers and a largér géographic area.
Thus, although thére is a quantifiable shift of reveénués from the
residential class to the businéss class as a résult of the
incremental incréasé in thé surchargé, it is a reasonable
allocation of rates given the bénefits that business custorers
stand to gain from ELCA and the elimination of Touch Toné ratés and
charges.

CBCHA/County has misconstruéd our discussion of the
contribution to residential rates in D.89-10-031. Thé topic of
that discussion was Pacific’s proposal for énhancéd résideéntial
service at currént rateés through 1992. Weée have éfféctively
adopted Pacific’s suggestion that Touch Toné bé madé a part of
basic exchangé service and that the local calling area should be
éxpanded to 12 milés by removing thé chargés for thosé serviceés.
However, thé contribution of other classés to the resideéntial class
would be incréased if résidential ratés were frozen through 1992.




. +

I.87-11-033 et al. ALJ/ECL/rmn #

This is the typeé of contribution that we avoided by rejécting
Pacific’s proposal. Wé stated, *Residential rate levels should be
exanined, along with all other rates, in the supplemental rate
design proceeding”.

When read in context of Pacific’s rate proposal, it is
clear that our determination to avoid increasing the contribution
for residential service applies to thé éstablishment of rates. It
is no barriér to the temporary allocation of revenues through a
surchargé on existing rates. In fact, a bifurcated surcharge such
as the one suggestéd by CBCHA/County would circumvent the existing
revenue allocation embodied in ratés. To preserve our ability to
examrine all raté leévels in the supplémental rate design proceeding,
revénues should bé collected for Pacific and GTEC through a uniform
surcharge on all local éxchange sérvicés. Although we beélieve in
principle that linés that do not génerate TT réevenues should bé
exémpt from thé surcharge, it is impractical at this time to dévise
a surchargé that could accomplish this. )

B. Smaller 1LECs
We adopt theé méchanisms which DRA proposed for revenue

requirement recovery by the smaller indépendent LECs with minor
adjustments as shown in Appéndicés F, G, and H. We find that DRA'’s
nethod, as modified, best utilizes existing surcredit situations,
will minimize "ratée shock” for ratepayers of thé smallér LECs by
recovering reécurring TT/ELCA costs through an incréase to the basic
exchange raté consistént with the principlés of the CHCF where
necéssary, and avoids préjudging suppleméntal rate désign by
colleéecting any further revénués through a surchargé on local
exchange services. Appendices F, G, and H aré developed baséd on
the LECs’ rates, surchargées/surcredits, and CHCF eligibility at the
time this ordér is issuéd. Thé LECs should incorporate intervéning
rate changes, such as thosé resulting from théir October 1990 CHCF
filings when they file their reéespective advice letters to implement
the revenue réquirement recovery méchanisms authorizéd herein.

Five different revénué requirémént recovery mechanisms
are ranked in order of priority. Deépending on the raté and revenue
circumstancés of each LEC, thé company would use the first

- 45 -
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applicable mechanism to recover its revenue requiremént. If
operation of that method does not result in total recovery, the
nmethod next in order of priority would be used. The methodology is

as follows!

1. Increasé public and semi-public coin rates from
10 cents to 20 cents per local call for LECs
that currently charge 10 cents per local call.

Kerman, Roseville, and Siérra currently havé public coin
rates of 10 cents per local call, Roséville and Sierra curréntly
collect funds from thée CHCF. DRA bélieves its proposal will
ameliorate the potential cross-subsidy from the CHCF to pay phone
service.

2. Reduce an LEC’s surcredit amount as an offset.

DRA estimated the surcredit available to each LEC by
nultiplying thé surcredit pércent by an IntraLATA billing base
adjusted for Touch Toné and ELCA billing impacts. Twelve LECs are
eligible to usé this method: Calaveéeras, Cal-Oreqgon, Ducor, GTE-
West Coast, Happy Valley, Hornitos, Kerman, Pinnacles, Ponderosa,
Siskiyou, Tuolumne, and Winterhaven. The surcharges for thése LECs
should be aménded to refléct the incréments listed in Appéndix H.

3. 1Increase monthly oneée-party flat rate
residential rates by up to 100% from thelr
current leével not to éxceed 150% of Pac1f1c s
1FR rate. Currently Pacific’s 1FR rate is
§8.35 - 150% of this equals $12.55. Business
rates would 1ncrease by the samé percentage as
the proposed increase for 1FR rateées. This
mechanisa would not apply to Pacific or GTEC.

DRA cites Ordéring Paragraph 78 of D.88-07-022, whéreé the
comnission authorized an LEC to increase its basic éxchange service
rates under this formula to collect reveénues no longér being
collected through access chargés. All LECs which havé an 1FR rateée
less than 150% of Pacific’s rateée would make thésé initial increases
and establish eligibility to recover TT/ELCA revenues from the
CHCF. We find, however, that it would minimizé rateé shock and
facilitate subsequent ratée design if thé non-récurring reéevénue
requirement were éxcluded from TT/ELCA revénues destinéd for
récovery through an incréasé to the basic eéexchangeée rate.

Thérefore, the LECs whose basic exchange rates will bé increased
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are CP National, Calaveras, Cal-Oregon, Ducor, Foresthill, and

Happy Valley,
DRA recommends that oné-pariLy business exchange service

be increased by the same percéntage by which the 1FR rate is
increaséd in order to maintain the existing percentage
differential. Other monthly rates dependent on either the 1FR or
one-party business rate should incréase by the same percentage in
order to maintain existing differentials. Included in that
category aré PBX and Universal Lifeline Teléphone Service (ULTS).
Section 874 of the PU Code requires that ULTS rates be seéet at 50%
of the basic flat and 50% of measured rate sérvice. DRA’s
suggéstion will heélp to présérvé existing rate design and
allocation and is adopted.
4. Xf an LEC 1ncreases its nonthly 1FR rate by

1003 and (a) this results in a monthly 1FR rate

less than 1503 of Pacific’s 1FR rate, and (b)

the LEC is still unable to recover its révenue

requirement, apply an incremental bill and keep

surcharge to an LEC’s customer billing
surcharge mechanisms.

DRA recommends that this mechanism be used in conjunction
with item #3, above.

Hornitos has a memorandum account. DRA récomménds that
if after incréasing its 1FR rate Hornitos is still unable to
récovér its révénue requireménts, Hornitos should usé its
memorandum account to offset outstanding révénué requirements
before using the following mechanisms. The utility, on the other
hand, states that the mémorandum account is thé résult of its
inability to reduce its révenues, as reéquired by the séttléments
process, without facing a cash flow problem. Thé mémorandum
account represents a crédit due its ratépayérs, and Hornitos is
anxious to reduce that credit by drawing down the memorandum
account by the amount of TT/ELCA revenué shortfall. We believe
that Hornitos has a unique cash flow problem that should be
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addressed now. The utility’s proposal for révenue requirément

recovery is adopted.
5. If an LEC has a monthly 1FR rate equal to or
greater than 150% of Pacific’s 1FR rate, the
LEC may use the California High Cost Fund
mechanism to recover the change in revenue
requirement.

Based on its révenue calculations, DRA found that CP
National, Ducor, and Happy Valley, are eligible for the CHCF.
Based on our adjustments to DRA’s rate design outlined in No. 3,
above, we find that Ducor and Happy Valley do not require support
from the CHCF.

The monthly 1FR rate for seévéral LECs already equals or
exceeds $12.55, which is 150% of Pacific’s 1FR rate. These LECs
aret: cCitizens, contel, Evans, Kerman, Pondérosa, Roseéville,
Sierra, Tuolumné, and Volcano could not usé méthods Nos. 3 and 4,
above. We find that these LECs may reécover revenue requirement
through the CHCF.

We are currently addréssing thé commencement of CHC?
waterfall adjustments in response petitions to modify D.88-07-022.
For theé saké of consistency, we will apply the résult from that
forum to the LEC’s récovery of TT/ELCA révenues through the CHCF.
C. Revenue Récovery by Specific Exchange

Two of Happy Valley’s four exchangés havé 1FR rates which
are greatér than 150% of Pacific’s 1}FR rate and two éxchanges have
1FR rates léss than 150% of Pacific’s 1FR rate. Cal-Oregon also
has four exchangesi two have 1FR rates équal to 150% of Pacific’s
1FR raté whereas thé othér two havé a lower 1FR rate. Siskiyou has
séven exchanges. oOne of the exchangés has a 1FR rate greater than
150% of Pacific’s 1FR rate while all theé other exchanges have 1FR
rates less than 150% of Pacific’s 1FR rate. =

Through these LECs acquisitions of exchanges previousl
opérated by other utilities and their own construction progranms,
théy have amassed seérvice territory with basic serviceé priced
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differently in their various exchanges. HNeither Happy valley, Cal-
Orégon, nor Siskiyou havé had a recent general ratée case where a
common 1FR rate could be established. DRA recomménds that since no
uniform 1FR rate exists for each of these LECs, revenues should be
recovered in each exchange using the abové methodology as if the
exchange wéere a separate LEC. Thé resultant increase in basic
exchange rates will help to lessen the ”"rate shock” which DRA
believes will inevitably result from supplemental rate design. We
believe DRA'’s approach is consistent and reasonablé. It will be

adopted.
D. AT&T and thée CHCP
AT&T noted that none of thé parties objeécted to the usé

of the CHCF as part of the TT/ELCA révénue récovery méchanism.
According to AT&T, the preéesent CHCF draw of $14.9 million will grow
to between $37 million and $41 million, resulting in a significant
increase to the carriér common liné chargé. Theée Commission has
proposéd to modify the CHCF mechanism to shift funding from a
surcharge on the access carrier common liné charge to a surcharge
on all local exchangé carrier end usér services to which surcharges
normally apply, exceépt lifélineé, and to all interexchange carrier
énd user sérvices (D.90-08-066). No date for thé change in funding
was eéstablished. AT4T has filed a petition urging us to implement
the broader surcharge on January 1, 1991 and makés the same reguest

in this proceeding.

DRA respondéd that AT4T’s petition should bé considered
exclusively in accordancé with thé rulé making procédureés
established in D.90-08-066. DRA beliévées that thosé procéedureés
provide for recéipt of input of all partiés prior to formal
adoption of a néw funding source for thé CHCF. We agréé with DRA
that it would be inappropriateée to ordér any changé to the operation
of the CHCF in this proceeéeding, where thé issue concérning the CHCF
is administrative, rather than policy, in nature.
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E. GTE-West Coast
Finally, DRA claims that GTE-West Coast has not made its

required CHCF advice letter filing in a timely manner. GTE-West
coast responds that administrative problems have frustrated its
timely compliance.

A commission order balances the interests of the utility
and its ratepayers, and noncompliance with a Commission order may
be viewed as a self-serving violation of ratépayérs’ interests.

Rate decisions by the cCommission aré to be carried out
promptly by each LEC. 1£ an individual LEC must delay
implementation of a commission order, it must use the procedure
provided in Rulé 43 of the commission’s Rules of Practicé and
procedure. Obstaclés to performance do not excuse any utility from
either complying with Commission order or seeking modification of

" that order.
V. Conclusion

. A. Implementation Dates

It is the commission’s desire to éliminaté séparate rates
and charges for Touch Toné and to expand the local calling area of
each LEC at the earliést possible date. We will order all LECs to
eliminaté the separate chargé and rates for residential and
business Touch Tone éfféectivé Féebruary 1, 1991.

The LECS have statéd that éxpansion of theé local calling
area is a more onerous task, and that additional timé is néeded for
implementation. We find that simultanéous expansion of theé local
calling area by each LEC s neécessary to prevént customer confusion
and manipulation of toll charges. Local calling areas will be
expanded statéwide on June 1, 1991.

Because wé have authorized Pacific, GTEC, Pinnacles,
siskiyou, GTE-Wést Coast, and wintérhaven to récover TT/ELCA
revenues through an incremental bill-and-keép surcharge, these
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companies can recovex their Touch Tone revenues starting on
February 1, 1991 as shown in Appendix H. For all other LECs,
except for Hornitos, revenue requiremment recovery for TT/ELCA will
start on June 1, 1991. The surcharge and CHCF recovery vill
include four months’ worth of recurring Touch Tone revenue
requirement covering the périod from February 1, 1991 through May

31, 1991,

B. Customer Notification
The LECs should notify their customérs of the ¢limination

of Touch Tone ratés and charges as of February 1, 1991 and of the
expansion of their local calling areas as of Juneé 1, 1991 by two
separate bill inserts or letters to ratépayérs. The notices should
be circulated during the bill cycle immediately preceeding the
effective date of the changées. Each LEC should submit its proposed
notices to the Commission’s oOffice of the Public Advisor for
approval before publication.

C. Rates and Tariff ¥Yrocedure

We adopt the intrastateé annual incremeéental réveénue
requirement effects of eliminating the Touch Toné rates and charges
and expanding the local calling areas of each LEC as shown in
appendix E. Theé adopted revenue requiremént recovery méchanisms
are shown in Appéndix F. Calculations of the additional support
required from the CHCF appear in Appéndix G.

The raté design for each LEC should be impléméntéd by the
changes to each LEC's tariffs shown in Appendix H. All LECs should
make the appropriate advice letter filings to eliminate separate
Touch Tone ratés and chargés consistent with this decision no later
than January 1, 199%91. All LECs shall file advice létters to
jmplément the expansion of their local calling areas as ordéred by
this decision no later than April 1, 1991.
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Findings of Fact

1. The separate rates and charges for residential Touch Tone
was ordered to be eliqinated and the local calling area of each LEC
to be expanded by commission decision D.89-16-031 as modified by

0090_04-031.
2. The separate rates and charges for business Touch Tone

should bé eliminated because uses for Touch Tone technology are as
great or greater in the business environment as in the residential
one. Elimination of business Touch Toné rates and charges will
remove cost barriérs to the attainment of information age benefits
by businesses and their customers.

3. Implémentation of the elinination of separate Touch Tone
ratés and charges and expansion of local calling area (TT/ELCA)
provisions was subjéct to additional proceedings to detérminé the
revenue requirément effects and appropriate rate treatment of
TT/ELCA reévenues. :

4. Evidentiary hearing on the révenue requirement éffects
and ratemaking treatment of TT/ELCA effects was held during the
week of September 10, 1990. All of the respondént LECS
participated in the hearing. The LECs and DRA agreed on the
billing, expenseé, and investment effects of TT/ELCA, excépt as
noted herein.

5. CP National, citizens, Contel, pacific, Roseville, and
siskiyou sought to recover the costs of switch upgradés needéd to
make 100% of their access lines Touch Toné capablé. No utility
présented evidence of the affécted switchés’ Touch Toné capacity or
the incremental demand for Touch .Tone service anticipated as a
result of "free” Touch Tone calling.

¢. By Resolutions T-14067 and T-14068, the comnission
authorized Pacific to cease charging customers served by
step-by-step central officeés for Touch Tone service and to refund
Touch Tone billéd revenues préviously collected in order to
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alleviate custoner confusion over theée usefulness of Touch Tone
service.

7. The DRA recommended disallowance of $53.11 million in
first year Touch Tone revenues to Pacific due to alleged
differéences in the quality of Touch Tone service provided by
electroméchanical versus electronic switches. The disallowance
enconpasses billed revenues colléctéd by Pacific during the last
three years from the provision of Touch Tone servicée by No. 5§
crossbar switches and ongoing revenués from that service. Theé
alleged differences in quality concern call procéssing timé, the
availability of Touch Tone service by No. 5 crossbar switchés to
nonsubscribers, and the lack of céntral office reprogramming to
provide Touch Toné to ratépayers served by No. 5 officés.

8. The No. 5 crossbhbar switch can require from 0.8 to
4.8 seconds moré than an electronic switch to complete call
processing. On average, the difference between call processing
times for theése switches is 1.8 seconds.

9. A customer who is served by a No. 5 crossbar switch
experiences call completion 5.9 séconds fastér using Touch Tonée
equipmént than if using rotary dial eéquipmént. A customer seéerved
by step-by-stép equipment experiéences post dial delay of
4.2 seconds more using Touch Tone equipmént than if he wére using
rotary dial equipment. Thus, a customér served by step-by-steép
typically experiences call complétion only 1.7 seconds faster using
Touch Tone équipmént than if he wéré using rotary dial équipment.
However, in rare instanceées this 1.7 séecond différénce can
disappear, leaving Touch Toné service no fastér than rotary-dial
service in step offices. The avérage 1.8 sécond difference bétween
call compleéetion timés of No. 5 crossbar and éléctronic switches
does not render No. 5 crossbhar call complétion similar to that of
step-by-stép switches. This, plus the fact that customérs sérved
by No. 5 crossbar switches can obtain Touch Toné service without
paying thé tarifféed rate and without any specific reprogramming at
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the central office, do not compél a conclusion that Touch Tone
service from a NO. 5 crossbar switch is similar to that providead
from a stép-by-step switch.

10. The languagé of the Touch Tone tariff which states that
#,..Touch Toné Calling Service...may be provided where there is
available central office equipméent with the proper program update
as determined by the Utility” (Sched. Cal. PUC No. A5.4.2.B.1)
should be interprétéd in light of Advice Letter 14949, which
accompaniéed the filing of that tariff language. The advicé letter
states that the intént of thé language is to avoid the néed for
Pacific to revisé its Touch Tone tariff each timé a new exchange or
prefix becamé Touch Toné capable, and that to detérmine whéther
Touch Toné wAs availablé in a particular exchangeé, the réader must
consult Pacific’s computerized data bank. Thus, in theé context of
the Touch Toné tariff, thée words, “propeéer program update” réfers to
updates to Pacific’s APTOS computerized data bank.

11. Advice Letter 14949 did not modify Pacific’s Touch Tone
tariff to limit provision of Touch Tone sérvicé to electronic
central offices,

12. Pacific has no technical means to prevent a customer who
is sérved by a No. 5 crossbar céntral officé from availing himself
of the switch’s Touch Toné capability by simply using the
customér’s own Dial Toné Multifrequency Téchnology premisés
equipmént. Pacific had operated its Touch Tone Fraud program at an
annual cost of $2.2 million in an attémpt to détect unauthorizéd
Touch Toné usagé béforé issuancé of D.89-10-031. Pacific had done
all that was réasonablé to prévent customérs from obtaining a
tariffed servicé fréé of charge.

13. Pacific’s reéecovery of expénseés for conversion to Touch
Tone should bé limited to $35,000 bécausé the gréater éxpénsé
proposéd by Pacific would bé unnecessary if Pacific éxércises
prudent managemént and properly trains its émployeés in
anticipation of intérruption of central officé memory. Moreover,
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Pacific’s witnéss could give no examplé, other than interruption of
central officé memory due to earthquake, whére thé léss expensive
conversion technology might prove to bhé inadequate.

14. Revenues for which Pacific claims recovery should be
reduced by $2.224 million, the cost of Pacific’s Touch Toné Fraud
Program, bécauseé Pacific will not spend theé $2,.224 million on
activitieées for which the money was originally budgeted. If
retained in TT/ELCA revénues, thé funds would bé subject to the
productivity sharing betweén ratepayers and shareholdérs énvisioned
by D.89-10-031. Granting Pacific this money in rates would
contribute to a falsé productivity signal.

15. Sincé the éxpansion of the local calling aréa will change
the boundariés of thé local calling area and peéerhaps the basis upon
which résidénce customérs may havée sélected eitheéer flat or méasured
rate service, all résidential customeérs should beé allowed to switch
from flat to méasured seérvicé, or from measured- to flat rate
servicé, and back again, at no charge for up to 90 days from the
date of ELCA implémentation.

16. The LECs have indicatéd which routés would be affected by
the éxpansion of thé local calling area, the rate-cénter to
rate-céntér mileage of affectéed routes, and classification of the
routé for rating purposes. Theé DRA récomménds that, as a furtheér
précaution to énsuré compléténéss of the utilities’ filings, each
LEC should certify in writing at the timé advice letters to
impléemént ELCA are filéd that the filings correéctly and complétely
corply with the orders of thé Commission. This procédure is
reasonable.

17. Tuolumné requésts that two of its routeés, which are rated
at léss than 12 a1r milés but at 219 and 111 miles when measured
over thé facilitiés needed to compléte calling ovéer the routeés, be
exempted from BLCA. Siskiyou réquésts an éxemption for oné route
which is rated at léess than 12 air milés but traversés 349 milés of

téléephoné facilitiés. Neitheéer Tuolumne nor Siskiyou have proposed
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a sét of standards by which to exémpt a route. Since agreeménts to
- compensate the other companies involved in routing calls can be
completed, the request for exceptions is denied. The revenue
requirement associated with the lowest cost to provide toll service
over those routes should be adopted.

18. Theé one-timé and ongoing effects of eliminating Touch
Tone rates and charges and expanding the local calling area are
adopted as shown in the attachéd Appeéendices. Appéndix A shows the
annual incremental billing effects of TT/ELCA. Appéndix B lists
the annual increnmental eéxpense éffects of TT/ELCA. Appendix C
lists the annual increéeméntal invéstmént éffects of TT/ELCA.
Appendix D shows thé increméntal seéttlement révenue éffects of
TT/ELCA.

19. The increméntal revénué requirement reéesulting from
TT/ELCA shown in Appendix E is réasonable.

20. DRA, Pacific, and GTEC proposéd the use of these LECs?
existing billing surcharge méchanism on local exchangé services as
a means of collécting thé TT/ELCA révénue requirement.

CBCHA/County opposed this proposal, citing the Commission’s réfusal
in D.89-10-031 to increaseé the contribution of other classes to
residential rates. In D.89-10-031, the Commission rejected
Pacific’s offér to freéezé basic éxchange rates for three years as
part of a package including freeé Touch Toné and éxpanded local
‘calling aréas. The Commission statéd that it would revieéew basic
exchange ratés for all classes of rateéepayéers in a subseéquent rate
désign proceeding. Thé usé of Pacific’s and GTEC’s local exchange
service surcharges would bé témporary and would not preéejudice the
commission’s réview of basic éxchange rates in the upcoming
supplemental raté design proceeling. Use of Pacifi¢’s and GTEC’s
surcharges would not incréasé theée contribution to résidential rates
in thé mannér disapproved by the Coammission in D.89-10-031.

21. The DRA proposéd a variéty of reévénue réquiremént
récovery mechanisms for thé smallér LECs.
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22. Increasing the local pay phone rateée from 10 cents to 20
cents for Kerman, Roseville, and Sierra will ameliorate the
potential cross-subsidy from the CHCF to pay phone service.

23, Reduction of the surcredit curréently employed by
Calaveras, Cal-Oregon, Ducor, GTE-West Coast, Happy Valley,
Hornitos, Kerman, Pinnacles, Ponderosa, Kiskiyou, Tuolumne, and
Winterhaven will allow these LECs to récover revenues without
additional burden to theéir ratepayers.

24. - Recovering TT/ELCA reéevenuée requirement effects by
increasing the monthly one-party flat rate residential rateés by up
to 100%, not to exceed $12.55, with a corresponding percentage
increasé in business ratés, is consistént with the principles of
the CHCF and is adopted for CP National, calaveras, Cal-Oregon,
Ducor, Foreésthill, and Happy Valley.

25, 1If, after increasing its basic exchange ratés by up to
100% the basic résidential eéxchange rate is less than $12.55 per
month, thé LEC shall reécover the remaining TT/ELCA révenue
requireméent through an incrémental bill and keeép surcharge applied
to the LEC’s customér billing surchargée méchanism,

26. Thé récommeéndation of Hornitos to use its memorandum
account, and not a surcharge, to récover its TT/ELCA révenué
requirement is réasonablé bécause this will réduce a credit in the
account without causing cash flow probléms for the utility.

27. Sincé it appéars that the resultant monthly basic
residential exchangeé ratée will bé $12.55 or moré for CP National,
its remaining TT/ELCA revénue requirément should bée récovered
through theé CHCF. )

28. Since the monthly oné-party flat rate residéntial rate
for citizens, Contél, Evans, Kérman, Ponderosa, Roseville, Siérra,
Tuolumné, and Volcano alréady equals or éxceeds $12.55, thése LECs
may recover their TT/ELCA revenue réquirémént through thé CHCF.

29. Sincé no uniform oné-party flat rate residéntial rate
exists for Happy Valley, Cal-Orégon, and Siskiyou, theseé LECs may
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recover their authorized TT/BLCA revéenue requirement using the
foregoing methodology as if each exchange weré a séparate LEC.

30. The adopted rate design for each LEC is shown in
Appendix H. )

31. Theé CHCF funding requireéments of eéach LEC to offset the
approved changés in the TT/ELCA rate design as of the date of
" adoption of this Order are shown in Appendix G.

32. AT&T'’s récomnméndation that the modification to the CHCF
proposed in D.90-08-066 be impleméntéd on January 1, 1991 is
pending béfore the Commission as a petition for modification of
D.88-07-022. The Commission’s decision in that forum will control
the récovery of CHCF revénués, including CHCF révenués to
compénsate thé smaller LECs for TT/ELCA révenue reéquirement
effeécts.,

33. GTE-West Coast and any other LEC which has réason to
believée that it may fail to implement a Commission ordeér in a
timeéely manner shall use the procedures provided for in Rulé 43 of
thé Commission’s Ruleés of Practice and Proceduré to avoid violation
of a Commission order.

34. All LECs shall eliminate the séparate ratés and charges
for Touch Toné servicé on February 1, 1991.

35. local calling aréas will be éxpandéd simultaneously
throughout the state on June 1, 1991. This delay until June is
needéd by the LECs to make thé réquired rating and billing changes
as well as the plant upgradés to handle anticipatéd customer
demand. Simultanéous déployment is nécessary to avoid customer
confusion and artificially induced demand for capacity by
ratépayers of an LEC which has éxpanded its local calling aréa when
calling someoné sérved by an LEC which has not yeéet éxpanded its
local calling area.

36. TT/ELCA révénue requiréméent récovery méchanisms shall
take efféct on Juné 1, 1991. LECs that are authorizeéed to use
billing surcharge mechanisms shall récover Touch Tone révenues
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starting on 2/1/91 through a surchargé incremént. LECs that must
recover TT/ELCA revenué réquirement through an incréase to local
coin and basic rates will not recover the 2/1/91 through 5/31/91
Touch Toné revenués from an increase to local coin and basic
exchange rates. This revenue will be recovered through a temporary
bill-and-keep surcharge. A special CHCF Advice Letter filing is
required so that all LECs eligiblé¢ for CHCF support can be
authorized to recover the one-time and ongoing revenue requirement
effects of TT/ELCA. The CHCF amounts that eéligibleée LECs are
authorized to recovér are identified in Appendix G of this
decision. All such adviceé letter filings should become effective
on June 1, 1991.

37. Ratepayérs should be notified of the effective dateé of
the elinination of Touch Tone ratés and charges and expansion of
their local calling areas by bill insert. Theé bill insert or
letter should also advise résidential rateéepayérs of their 90-day
option to convert beétwéén flat and measuréd rate sérvice frée of
serviceé connection charges. The noticé should bé approved by theé
Conmission’s Officé of thé Public Advisor beforé publication and
should bé be circulated during theé billing cyclé immediately
preceeding the impleméntation dates.

Conclusions of Law

1. Pacific has not violated its Touch Tone tariff by
providing Touch Toné service through offices sérved by
eélectromeéchanical switches.

2. Pacific has not éngaged in discrimination in violation of
PU Code § 435(c) by collécting tariffed Touch Toné rateées from
customers sérved by No. 5 crossbar switches evén though ratépayers
who had not subscribeéd to Touch Toné sérvice weéré ablé to obtain
Touch Toné responses to their Dial Toneé Multifréquency Technology-

capable customeér premises équipment.
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3. It would be unreasonable to treat Touch Tone customers
served by No. 5 crossbar switches as we have treated Touch Toné
customers sérved by step-by-step switches.

4. It would be unreasonable to authorize rates for utility
plant investment where the utility has not demonstrated need for
the plant.

5. Approval of the request for exception routes by Siskiyou
and Tuolumné would résult in discrimination against ratepayers who
make calls over thosé routes.

¢. It would be unreasonablé to compel ratepayers to invest
in modifications to switches that would not be needéd if the
utility exeércised reasonable caré and diligence in training its
employées. ’

7. Recovery in rates of expeénses which Pacific will
admittedly not incur would contributeé to a false productivity
signal that would frustrate the principles adopted in D.89-10-031.

8. The shift in revenue réquirément recovery from
résidential to business customers that will result from usé of
pPacific and GTEC’s local exchange service surcharge to colléct
TT/ELCA révenues is consistent with D.89-10-031 bécausé the shift
will be temporary and may be revisited during the coursé of
supplémental rate design.

ORDER

IT IS ORDERED that!

1. No later than January 1, 1991, all of the local éxchange
carriers (LECs) shall maké thé necessary advice letter filings to
eliminate Touch Toné rates and charges for residential and businéss
customers 6n February 1, 1991, consistent with theé terms of this
decision. In order to recover the one-time and ongoing Touch Toneé
revenue requiremént, no later than January 1, 1991, Pacific Beéll
(Pacitic ), GTE california Incorporated (GTEC), Theé siskiyou
Telephoneé Company, GTE West Coast Incorporated (GTE West Coast),
winterhaven Telephone Co. (Winterhaven), and any LEC that has

- 60 -
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sufficient surcredit due to the October 1990 california High Cost
Fund (CHCF) fillings are authorized to make the appropriate tariff
filings to become effective on February 1, 1991 to réfléct the
incremental bill-and-keep surcharges contained in Table H-1, column

(a) of Appendix H of this decision.
2. No later than April 1, 1991, all LECs shall file the

appropriate advice letters to expand their local calling areas on
Juné 1, 1991, The advice letters shall beé consistént with the
terms of this decision and réflect intervening raté changes, such
as those resulting from the Octobér 1930 CHCF filings.

a. All LECs shall submit their local calling
aréa route revisions in their advicé letter
filings, accompanied by a certification
that theé revisions are completé, correéct,
and comply with all commission décisions
affecting the routes.

In order to recover thée onée-timeé and
ongoing Touch Tone/expansion of local
calling areas (TT/ELCA) reévenue _
requirement, LECs are authorized to file
the appropriaté revised tariffs to réflect
the incremental bill-and-kéép surcharges
contained in Table H-1, columns (b) and (c)
of Appendix H of this decision. Such
filings are to become efféective on June 1,
1991.

LECs are authorized to file the appropriate
tariff changes to réflect thé reviseéd rates
contained in Table H-2 through Tablé H-11
of Appendix H of this decision. Such
filings aré to beécomé effective on Juné 1,

1991.

LECs are authorized to includé the révénue
requirément from the interstateé to the
intrastate jurisdiction baséd on thé rate
condition adoptéd today in their April 1,
1991 T#/ELCA revénue regquirement recovery
advice letters.

Thosé LECS with CHCF revénué requiréménts
set forth in Appendix G to this décision
should file advice letters on April 1, 1991




to be effective June 1, 1991 for additional
CHCF funding. The advice letters should be
consistent with the CHCF eligibility
criteria established in D.88-07-022 and
this decision and should reflect any CHCF
changes approved by thé Commission prior to
the April 1, 1991 filing date.

3. No later than April 22, 1991, Pacific, GTEC, GTE West
coast, and Winteérhaven shall make the appropriate advice letter
filings to reflect the Common carrier Liné chargé (CCIC) increment
required to offset the CHCF amounts réquested by the LECs in their
April 1, 1991 special CHCF advice letter filings. Thé new CCLC
shall becomeé effective for the period June 1, 1991 through
December 31, 1991, Pacific shall compute thé new CCLC increéement
using the same forecasted total carrier common line minutés-of-use
that is used for thé 1990 CHCF filings.

4. 1In order to remove the oné-timeé TT/ELCA reévénue
requirement effects, no later than November 22, 1991, LECs shall
file the appropriate reévised tariffs to reflect the incremental
bill-and-keép surcharges contained in Table H-1, column (d) of
Appéndix H of this decision. Such filings are to become effective
on January 1, 1992. ’

5. The LECs shall provide customér notice of the elimination
of Touch Tone ratés and charges and éxpansion of the local calling
aréa by two separate bill inserts, one for eéach changé, éxcépt that
pacific shall give notice of thé expansion of its local calling
areas by a separate letter to its customers instead of a bill
jnsert. The inseérts, or létter in the case of Pacific, shall be
drafted with the assistance of thé Commission’s officé of the
public Advisor and the Division of Rateépayer Advocates and approved
by the Public Advisor before it is distributed. Thé inserts, or in
the case of Pacific, theé letters, shall be circulated during the
billing cycle immediately prior to February 1, 1991 and June 1,
1991, respectively. Theé notice concerning the expansion of theé
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local calling area must advise residential ratepayers in areas
where measured rateé service is an option thatt

pue to expansion of local calling areas, a
residential customer may savé money on local
calling if flat rate, rather than measured rate

service, is chosen;

That flat rate would geénérally produce savings
because calls up to 12 miles would beé free
under flat rate service whileé those calls would
be charged as local calls under measured rate

sexrvice}

That cost savings will vary depénding on each
residential customer’s calling néeds; and

That residential customérs may change from one
typé of sérvicé (flat or measured rate) and
back again freé of thé usual service connection
chargés through August 31, 1991 so they may
judgé which type of sérvice is more économical
for them. A maximum of two change of-service
réquests will be handled free of charge.

6. The LECs shall not asséss or collect the service
connéction charges that usually apply to residential customer
requésts to change from oné form of éxisting résidential service
(flat or measureéd rateé) to the other from any ratépayer who
requésts such a change, for a maximum to two free changes, from
Juneé 1 through August 31, 1991.
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7. The Motion of Toward Utility Rate Normalization for
expedited removal of the reésidential Touch Toné charges and rates
has been rendered moot by this decision and is disnissed.

This order is effective today.
pated November 21, 1990, at San Francisco, California.

G. MITCHELL WILK

Président

STANLEY W. HULETT
JOEN B. OHANIAN

PATRICIA M. ECKERT

Commissioners

conmissionér Fréderick R. Duda,
being nécéessarily absent, did
not participate.
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1.
2.

3.

a.

5.

6.

7.

8.

9.

10.
11.
12.
@::.
14.
15.
16-
17.
18.
19.
20.
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Calavéras
Cal-Oregon
Ccitizens
contel

CP National
Ducor

Evans
Foresthill
Happy Valley
Hornitos
Kerman
Pinnacles
Pondérosa
Roséville
Siérra
Siskiyou
Tuolumne
volcano

GTE Wést Coast
Winterhaven

APPENDIX A

ADOPTED ANNUAL INCREMENTAL BILLING EFFECTS

OO0 OCO0OO

(869)
0

(750)
0

{Dollars)

24,817
588,805
4,757,410
333.953

146,887
8,500
0

3,200
37,839
5,814
75,802
637,170
68,133
31,500
255,469
54,926
137,895
0

TOUCH TONE

107,660
9,487

subtotalt (31,428) 7,172,583 4,692,998

34,150,241

47,228,693
164,011,103

(949,589) _ _
140,273,000

(2,288,000)

21. GTEC
22, Ppacific

00 O O000OLOOOOOOOOO0OO0000

Total Industry! (3,269,017) 194,674,276 202,854,342

Hote!

( ) represénts an increase in billings to local eéxchange companies.

(END OF APPENDIX A)
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APPENDIX B

ADOPTED ANNUAL INCREMENTAL EXPENSE EFFECTS
(Dollars)

TOUCH TONE

One-time on-Going

Calaveras ‘
Cal-Orégon 3,480 o
citizens 24,014 (15,902)
Contel 25,616 (21,330)
cp National 2,230 . ‘ 0
Ducor 600 0 0
Evans 3,593 0 {(1,021)
' ‘ 0

Forésthill 0
Happy Valley 3,200
Hornitos 3,274
Kérman 1,730
pinnacleés 350
Pondérosa 37,114
Roseville 69,226
Sierra 45,765
Siskiyou 1,000
Tuolumné 1,200
18. Volcano 3,500
19. GTE West Coast 500
20. Winterhaven 0

Subtotalt 229,392 467,545 . (85,514)
21. GTEC 1,529,629 437,342 65, 9¢ (392,204)
22. Pacific 13,821,000 3,182,000 (9,638,000)

Total Industry: 15,580,021 4,086,887 1,197,069 (10,115,718)

Note!

( ) represénts éxpense savings.

(END OF APPENDIX B)
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APPENDIX C

ADOPTED ANNUAL INCREMENTAL INVESTMENT EFFECTS
(Dollars)

TOUCH TONE

Calavéras
cal-Oregon
citizéns
contel

CP National
pucor

Evans
Forésthill
Happy Valley
Hornitos
Kerman
Pinnacles
Pondérosa
Roseéeville
sierra
siskiyou
Tuolumné
Volcano

GTE West Coast
Wwintérhaven

Subtotal: 2,146,226

21. GTEC 2,260,933
22. Pacific 15,157,000

OO0 O 00OQOOOOOOLOOOOOOOO0O
QO © 00OOOOOOOOOOLOOOQOOO0O0O
00 O 00000 OOOOLOLOLOOOOOQCOOO

Total Industry! 19,564,159

(END OF APPENDIX C)
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APPENDIX D page 1 of 4

ADOPTED INCREHENTAL ONE-TIHE$SETTLEHENT REVENUE EFFECTS
($000)

Calaveras
Cal-Oregon
Ccitizens
Contel
CP National
Ducor
Evans
Forésthill
Happy Valley
Hornitos
Kerman
Pinnacles
Pondérosa
Roseville
sieérra
siskiyou

17. Tuolumne

18. Volcano

19. GTE Weést Coast

20. Winterhaven

—
L

=
S

2
0
1
3
0
(6
(8
(4
(3
(4
0

N N S Sgt® S
Il WOOOOOOOOOOOOOONMNOO

fan)
o

Subtotal!

21. GTEC
22. Pacific

Total Industry:!

Note!

( ) represénts décrease in revenueés to the local éexchangé companiés.
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ADOPTED INCREMENTAL ON-GOING SETTLEMENT REVENUE EFFECTS
. ($000)

Calaveras
cal-Oreégon
Citizens
contél )
CP National
Ducor
Evans '
Foresthill
Happy Valley
Hornitos
Kérman
Pinnaclés
ponderosa
RrRoseville
sierra
Siskiyou
Tuolumné

18. Volcano

19. GTE West Coast

20. Winterhawvén

Subtotal?

21. GTEC
22. Pacific

Total Industryt

Note!

(36)
(100)
(1,333)
(8,843)
(1,007)
(11)
(265)
(39)
(18)
(18)
(118)
0

(541)

(270)

(437)

(150)

(1,118)

(194)

(184)

(2,163) (14,684)
(9,76;) (44,77;)

(11,928) (59,457)

_(1,754)

oy D -

P WOORONNRORROOOMMONWLSOO
S Y

=
S

(160)
(2)
(598)
(174)
(756)
(143)
(1,230)
(136)
(187)

o~
L

—
[ S P
o o S

-
Sgr®

(472) (17,002)

(31;) (56,60;)

(2,226) (73,611)

( ) represents decreasé in revenueés to the local exchangé companies.,
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APPENDIX D

page 3 of 4

ADOPTED INCREMENTAL ONE-TIME SETTLEMENT REVENUE EFFECTS

Calavéras
Cal-0Orégon
citizens
contel ~
CP National
Ducor
Evans
Foresthill
Happy Valley
Hornitos
Kerman

12. Pinnacles

13. Ponderosa

14. Roseéville

15. Sierra

16. Siskiyou

17. Tuolumné

18. Volcano

19. GTE Weést Coast

20. Wintérhaven

Subtotal!

21, GTEC
22. Pacific

Total Industry!

Note!

($000)

N

_—

D O O
L™ 4

o~
S

-
11 ON&HS‘H‘OP‘PHHOH@U

1 OONRODOOOOCOOOOONNDOO

|
2
0
1
1
2
7
0
0
0

[y
[ %)
LN

48
(53) (12) 7

(5)

1 1O} | OQCOMI P IOORNKIO

- —
1 OOUNWRNONNMHW

99
(109)

(10)

( ) represénts decréaseé in revénues to the local exchange companies.
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APPENDIX D page 4 of 4

ADOPTED INCREMENTAL ON—GOINngngLEHENT REVENUE EFFECTS
(§000

Calaveéras (10)
Cal-Orégon (16)
citizens (263)
contel (514)
CP National (40)
Ducor (6)
Evans {(24)
Foresthill (4)
Happy Valley (22)
Hornitos (7)
Kérman (8)
Pinnacles 0
Ponderosa (34)
Roseéville (117)
sierra (67)
Siskiyou (19)
Tuolumne (22)
18. Volcano (35)
19. GTE West Coast -
20. Winterhavén -

Subtotal: (1,208) ] ' (2,036)

(34)

(538)

(64)

(18)

(48)

(54)
3

I PRRPRPOURSONRNOE N &R N
INODOOOOCOOOOOOOOOMOO

21, GTEC - -
22. pacific (13,638) (12,795)

Total Industry! (14,846) : (14,831)

Note!

( ) represents decrease in reévenues to thé local éxchange companies.

(END OF APPENDIX D)
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3.
4.
5.
6.
7.
8.
9.
10.
1.
2.
13.
14.
15.
16.
17.
18.
19.
20.
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Calavéras
Cal-Orégon
citizéns
Contel

CP National
Ducor

Evans
Forésthill

Happy Valley

Hornitos
Kerman
Pinnacles
Pondérosa
Roseville
Sierra
Siskiyou
Tuolumné
Volcano

GTE West Coast

Winterhaven

Subtotalt

21.
22.

GTEC
pacific

Total Industry!

Oone-Timé
and
on-Going

44,000
100,000
2,470,000
10,216,000
1,118,000
15,000
265,000
71,000
29,000
168,000
3,000
684,000
872,000
842,000
157,000
1,244,000
139,000
129,000

0

18,591,000
42,753,000
143,707,000

205,051,000

APPENDIX E

ADOPTED INTRASTATE
ANNUAL INCRENENTAL REVENUE REQUIREMENT EFFECTS
(Dollars)

97,000
2,419,000
10,088,000
1,113,000
12,000
257,000
23,000
66,000
27,000
160,000
2,000
641,000
780,000
788,000
152,000
1,240,000
136,000
113,000

0

18,152,000
42,556,000
135,272,000

195,980,000

TOUCH TONE

one-Timé
and
on-Going

6,754,000

33,785,000
153,628,000

194,167,000

(END OF APPENDIX E)

on-Going

1,208,000
139,000
34,000
69,000
54,000
97,000
10,000
6,633,000
33,735,000
152,822,000

193,190,000
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APPENDIX F

| ADOPTED
REVENUE REQUIREMENT RECOVERY MECHANISMS

(a) (b) ()
| Offset \ Incréase | Usé CHCF |
LEC | Surcredit | Basic Rates | |
------------------ l""""““--'l""'“"""‘“l"“"“"“"“-l
| | | !
1. Calaveras | yYes | yes |~=mmmmmmmmmm—— i
2., Cal-Oregon | yeés | yes I i
3. citizens |~ |~==mmm—memmm—— | yes i
4. Contel _ | ==~ {=mmmmmmmm—— { yes {
5. CP National [ —————) yes i yes 1
6. Ducor i yés | yes R 1
7. Evans _ === |m==m—mmmm - | yes |
8. Foréesthill i yés ] yés | mmmmm—mme e |
9. GTEC i yes * |mmmmmmm—— e | mmmmmmm 1
10. Happy Valléy | yes | yes [mmmmmm—mm— - i
11. Hornitos | mémo account |-----=<===---- | ~=mmmm |
12. Kerman { yes i yés *% i yes l
13. Pacific | yés * |- | =mmmmmmm—————— 1 .
14. Pinnacles i yes |=cmmmmm P i
15. Pondérosa | yés [-==-=-- ———————— | yes i
16. Roseville ] yes | yés ## | mmmm e I
17. Sierra |==mmmmm—mm———— i yes | yes |
18. siskiyou | yes |~m=emmmm—m———— e i
19. Tuolumne i yes j=mmm—————————- [ yes ]
20. Volcano | ~===——- —————— Jommmm e | yes i
21. GTE West Coast | yés | ~—mmem e ————— j === |
22. Winterhavén | yes |~=—mm—m—mmm——— T |
Note:

fa) Ooffset surcrédit and/or add one-timé - surcredit incremeént to
recover oné-time révenuée requirément.

(b) Increase basic ratés to recover on-going revenue réquirement
only.

{c) california High Cost Fund to reécover on-going and/or one-time
revéenue requiremeént.

*  Adjust éxchangé surchargé/surcrédit.

x++ Incréase local coin ratés from $.10 to $.20:
no changes to basic rates.

(END OF APPENDIX F)
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APPENDIX G

ADDITIONAL SUPPORT FROM CALIFORNIA HIGH COST FUND (CHCF)
(Dollars)

One-Timeé * Oon-Going *#

Calaveras

cal-Oréegon

Ccitizens ' 566,333 3,944,000
contel _ 1,168,333 12,999,000
CP National 54,667 1,137,074
Ducor (1} 0
Evans 60,667 406,000
Forésthill 0 0
Happy Valley o o
Hornitos o 0
Kérman 29,667 89,004
Pinnacles (1] ) 0
Ponderosa 66,000 455,499
Roseville #%x: 503,667 1,909,516
Sierra 105,333 916,354
Siskiyou 0 o
Tuolumne 30,000 1,216,032
Volcano 190,000
GTE Wést Coast 0 0
Winterhaven

2,605,667 23,262,479

One-timé TT revenué requirement + one-timé ELCA revenue
requirément + 4 months' worth of TT reveénue requirement.

Annual amount

Roseville will éliminate its surcredit to recover the

revenue réquirement eéffects of TT/ELCA before it seeks
support from thé CHCF.

{END OF APPENDIX G)
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TABLE H-1. INCREMENTAL BILL-AND-KEEP SURCHARGE
TO RECOVER TOUCH TONE AND ELCA REVENUE REQUIREMENT

Efféctive Date

----- -~ 6/1/91
on-Going Oné-time

Calaveéras
Cal-Oregon
citizens

Contel

CP National
pucor *

Evans
Foresthill #
Happy Valley *
Hornitos ¢
Kerman *
Pinnaclés *
Ponderosa *
Roseville #%
Sierra

Siskiyou *
Tuolumnée *
volcano - - - -
GTE West Coast =% 3.32% . 4.16% 0.97% -1.01%
Winterhaven * 4§.96% - - -0.49%

GTEC * & 4-74% 6.37* 0-05% ’0006*
Pacific *%x 4.960% 4.629% 0.481% -0,.509%

7.42%
3.21%
12.66%

Qo
o

IvI T 1oty
o

"

12.62%
5.76%

w
O

Surcharge increment to récover one-timé and on-going TT revénueé
requirement starting on 2/1/51 (for siskiyou, GTE-WC, Wintérhavén,
GTEC and Pacific only).

surcharge incremént to récover on-going ELCA révénué requirement
and for Siskiyou, GTE-WC, Winterhaven, GTEC and Pacific to adjust
TT on-going incrémént to réflect billing base with ELCA effects.

surchargé incremént to recover one-timé ELCA revénue réquirémeént
and for Siskiyou, GTE-WC, Wintérhaven, GTEC and Pacific to adjust
TT oné-time incrémeént to reflect billing basé with ELCA effects.

surchargé incremént to rémove oné-time Touch Toné and ELCA
increménts in (a) and (c).

Surcharge incrémént is applicable to Toll MTS, Toll PL and exchange.
Surchargé incrément is applicablé to exchange services. .
Révenué récovery through memo account.

Roséville will reduce its surcredit as a mechanism for récovering
TT/ECLA révénue réquirements, subject to approval of its advice
letter filings.
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TABLE H-2
Sheet 1 of 2

CALAVERAS TELEPHONE COMPANY
SCHEDULE CAL: P.U.C. NO. A-1
INDIVIDUAL AND PARTY LINE SERVICE
SCHEDULE NO. A-1

INDIVIDUAL AND PARTY LINE SERVICE

PRESENT

Business Residénce

Extended Serviqg Service Service

Each individual or key access line § 6.00 $ 5.00
Each two party accéss 1iné 5.00 4.00

Each c.o0. trunk access line . 9.00

PROPOSED

RATES Raté peér Month
Businéss Reésidénce

Extended Sérvice servicé’ Service

Each individual or key access line § 6.30 $ 5.25
Each two party access line 5.25 4.20

Each ¢.0. trunk access line 9.45 -
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APPENDIX H

TABLE H-2
sheet 2 of 2

CALAVERAS TELEPHONE COMPANY
SCHEDULE CAI.M ’PoUOCQ NO. A“S
SEMI-PUBLIC COIN BOY SERVICE

SCHEDULE NO. A-5
SEMI-PUBLIC COIN BOX SERVICE

Each individual access
1ine coin box sérvice

Fach individual access
line coin box seérvice
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TABLE H-3
Sheet 1 of 2

CALFORNIA-OREGON TELEFHONE COMPANY
SCHEDULE CAL& P.U.C. NOs A"l
FLAT RATE EXCHANGE SERVICE

SCHEDULE NO. A-1
FLAT RATE EXCHANGE SERVICE

Raté per Month

Business Residence
Service . Sexvice

NEWELL AND TULELAKE BASE RATE AREAS

one-Party Accéss Liné $ 10.25 $ 5.50

Two-Party Accéss Line 7.60 4.40

Key Access Line 15.20

PBX Trunk Accéss Line 15.20

PROPOSED

RATES
Raté per Month

Business Résidénce
service Service

NEWELL AND TULELAKE BASE RATE AREAS
One-Party Access Line $ 17.70 $ 9.50

Two-Party Access Line 13.15 7.60

Key Access Line 26.25

PBX Trunk Access Line 26.25
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TABLE H-3
Sheét 2 of 2

CALFORNIA-OREGON TELEPHONE COMPANY
SCHEDULE CAL., P.U.C. NO. A-12
SEMI-PUBLIC COIN BOX SERVICE

SCHEDULE NO. A-12
SEMI-PUBLIC COIN BOX SERVICE

RATES
Rate per
_ Month
Each individual 1line :
coin bo¥ sérvice!
DORRIS AND MACDOEL §20.25
NEWELL AND TULELAKE $20.25

PROPOSED

RATES
Rateé per
_ Month
Each individual 1line
coin box service:
DORRIS AND MACDOEL $3$.00
NEWELL AND TULELAKE $35-00
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TABLE H-4
Sheet 1 of 7

CP NATIONAL -~ TELEPHONE

SCHEDUIAE CALQ PQU‘C. N°| A-l
ACCESS LINE SERVICE

SCHEDULE NO. A-1
ACCESS LINE SERVICE

PRESENT

RATES

I. RATES FOR EXCHANGES WHERE ONLY FLAT RATE SERVICE IS
AVATLABLE .
All Exchangés Busjness Residence
(excluding Laké Almanor  Monthly Billing Monthly Billing
and Spécial Raté Areas)  Rate codé Rate Code

PBX Trunks 36.80 PTLA - -
Key Linés 24.50 KBIA 11.90 KRIA
Semi-Public _ 30.65 SPSA -- --
oné-Party 24.50 B1A 11.90 R1A

Two-Party 19.75 B2A 10.05 R2A
Four-Party - -- 9.40 R4A
Suburban 20.95 BSA 10.65 RSA

Lake Almanor
PBX Trunks 36.80 --
Key Lineés 24.50 11.90
Semi-Public 30.65 -

one-Party 24.50 11.90
Suburban 24.50 ' 11.90

PROPOSED
RATES

I. RATES FOR EXCHANGES WHERE ONLY FLAT RATE SERVICE IS
AVAILABLE

All Exchangeés Busineéss Residence
(excluding Laké Almanor  Monthly Billing Monthly  Billing
and Special Rate Areas) Rate Code Rate Code

PBX Trunks 38.80 PTLA -
Key Lines 25.85 KBIA 12.55
Semi-Public 32.30 SPSA -
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TABLE H-4
sheet 2 of 7

CP NATIONAL - TELEPHONE
SCHEDULE CAL. P.U.C. NO. A-1
ACCESS LINE SERVICE

SCHEDULE NO. A-1

ACCESS LINE SERVICE

oné-Party 25.85 B1A
Two-Party 20.85 B2A

Four-party _ - -—
Suburban 22.10 BSA

Lakée Almanor
PBX Trunks 38.80
Key Lines 25.85
Semi-Public 32.30

oné-Party 25.85
Suburban 25.85
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PRESENT

RATES (Continued)
I. RATES FOR EXCHANGES WHERE ONLY FLAT RATE SERVICE IS
AVAILABLE
(Continued)

Special Raté Areéas

colleqgeé city

PBX Trunks
Key Lines
Semi-Public
Oné-Party
Two-Party
Four-Party

créék

PBX Trunks
Key Linés
sémi-Public
One-Party
Suburban

[
.

APPENDIX H

TABLE H-4
sheéet 3 of 7

CP NATIONAL - TELEPHONE
SCHEDULE CALo POU.CQ NO. A"l
ACCESS LINE SERVICE

SCHEDULE NO., A-1

ACCESS LINE SERVICE
(Continued)

Residenceée
Monthly Billing
Rate Codeé

Busines
Monthly Billing
Rate Codé

14.55

PTLB
KBIB
SPSB
B1B 14.55
B2B 12.75
- 12,10

39.45
27.15
33.20
27.15
22.35

13.25

13.25
11.35
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TABLE H-4
Sheet &4 of 7

CP NATIONAL - TELEPHONE
SCHEDULE CAL., P.U.C. NO. A-1
ACCESS LINE SERVICE

SCHEDULE NO. A-1

LINE
(Continued)

PROPOSED
RATES (Continueéd)
. I. RATES FOR EXCHANGES WHERE ONLY FLAT RATE SERVICE IS
AVAILABLE
(Continued)

ance
Billing
Ccode

Spécial Rate Areas Business és

Monthly Billing Monthly
. Rate code Rate
college City

PBX Trunks 41.45 PTLE --
Key Lines 28.50 BTE 15.20
semi-Public 34.85 -—
oné-party 28.50 15.20
Two-Party 23.45 .13.30
Four-Party - 12.60

‘ree)

PBX Trunks -
Rey Lineés 13.90
Semi-Public -

one-Party 13.90
Suburban 12.00
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® TABLE H-4
Sheét 5 of 7

CP NATIONAL - TELEPHONE
SCHEDULE CAL. P.U.C. NO. A-1
ACCESS LINE SERVICE

SCHEDULE NO. A-1

ACCESS LINE SERVICE
(Continued)

PRESENT
RATES (Continued)

II. RATES FOR EXCHANGES WHERE ONLY FLAT RATE AND LOCAL
MEASURED SERVICE ARE AVAILABLE

Businéss Residénce
Monthly Billing Monthly Billing
Rate Code Rate Code
A, Flat Rate service
. oné-Party -- -- $11.90 RIA
: Kéy Line -- - 11.90 KRIA
sémi-Public $30.65 SPSA -— --
PBX Trunk - -- -- --
iwo-Party -- - . 10.05 R2A
Four-Party - - 9.40 R4A
Suburban -—- -- 10.65  RSA
B. Local Measureéd Service .
one-Party $20.20 BIM/KBINM $8.55 RIM/
PTIM KRIM
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TABLE H-4
Sheet 6 of 7

CP NATIONAL - TELEPHONE
SCHEDULE CAL. P.U.C. NO. A-1l
ACCESS LINE SERVICE

SCHEDULE NO. A-1

ACCESS LINE SERVICE
(Continued)

PROPOSED
RATES (Cont inueéd)

II. RATES FOR EXCHANGES WHERE ONLY FLAT RATE AND LOCAL
MEASURED SERVICE ARE AVAILABLE

Business Resideéencé
Monthly Billing Monthly Billing
Rate Code Rate Code

Flat Rateé Service

oné-Party - - $12.55
Key Line -- - 12.55
seémi-Public $32.30 SPSA -

PBX Trunk - -

Two-Party ) 10.60
Four-Party 9.90
Suburban 11,25

Local Méasured Service

one-Party $21.30  BIM/KBIM $9.00
PTIM

{END OF APPENDIX H)
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® TABLE H-4
Sheet 7 of 7

CP NATIONAL - TELEPHONE
SCHEDULE CAL. P.U.C: NO. A-3
FARMER LINE SERVICE

SCHEDULE NO. A-3
FARMER LINE SERVICE

Minimum Charge
Pér Line

Businéss Seérvice $15.90
Residence Service $15.90

Mininum Charge
o .

Business Service $16.75
Résidence sérvice $16.75

Pt T Sl S IE Rk & £
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TABLE H-5
Sheet 1 of 2

DUCOR TELEPHONE COMPANY
SCHEDULE CAL. P.U.C: NO. A-1
ACCESS LINE SERVICE

SCHEDULE NO. A-l

ACCESS LINE SERVICE

RATES _ . Rate per Month
rResidence Business
Service service

LOCAL SERVICE

Each individual acceéss line $ 9.90 $15.00
Each kéy accéss lineé - 15.00
Each C.0. trunk accéss liné - 22.50

. PROPOSED

RATES Rate per Month
- Residénce Business
) Sexvice Serviceé

LOCAL SERVICES
gach individual access line 512.45 $18.90

Each key access line - 18.90
Each C.O0. trun¥ access line - 28.735
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TABLE H-5
Sheet 2 of 2

DUCOR TELEPHONE COMPANY
SCHEDULE CAL. P.U.C. NO. A-4
SEMI-PUBLIC COIN BOX SERVICE

SCHEDULE NO. A-4
SEMI-PUBLIC COIN BOX SERVICE

PRESENT

RATES

fach individual access line
coin box service:

PROPOSED

RATES
’ Rate pér
Month

fach individual access line
$ 26.45

coin box sérvice
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TABLE H-6
Shéeet 1 of 2

FORESTHILL TELEPHONE COMPANY

SCHEDULE CAL. P.U.C. NO. A-l

FLAT RATE EXCHANGE SERVICE
SCHEDULE NO. A-1

FLAT RATE EXCHANGE SERVICE

PRESENT
RATES

Business Serviceé
Each one-party accéss line
Each two-party acceéss line
Each key access liné
Each PBX trunk accéss line
Residence Service

Each oné-party accéss line
Each two-party access line

PROPQSED

RATES Rate pér Month
Zoné 2  2Zone 3

Business Service

Each oné-party access $19.50 $23.75
Each two-party access - -

Each keéy access line 19.50 23.75
Each PBX trunk access 27.15 31.40

Residence Service

Each onée-party access 17.80
Each two-party access 14.90
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TABLE H-6
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FORESTHILL TELEPHONE COMPANY
SCHEDULE CAL. P.U.C. NO. A-4
SEMI-PUBLIC COIN BOX SERVICE

SCHEDULE NO. A-4
SEMI-PUBLIC COIN BOX SERVICE
PRESENT

RATES Rate per Month

Zone 2  Zone 3

Each individual line
coin box station $16.80 $21.05

PROPOSED

RATES Rate pér Mont
. (-]

é (o]
Zone 2 one 3

Each individual 1ine
coin box station $19.50 $23.75
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TABLE H~7
Sheet 1 of 2

HAPPY VALLEY TELEPHONE COMPANY
SCHEDULE CAL. P.U.C. NO. A-l
INDIVIDUAL AND PARTY LINE SERVICE

SCHEDULE NO. A-1
INDIVIDUAL AND PARTY LINE SERVICE
PRESENT '

RATES Monthly Rate
Business Residence

N Serviceé service
PLATINA EXCHANGE - LOCAL SERVICE

Each individual 1liné primary station $ 8.75 $ 5.50
Each two-party line primary station 7.00 NONE
Each four-party line primary station NONE 3.90

OLINDA EXCHANGE - EXTENDED SERVICE
Each individual 1liné primary station $ 10.50 $ 6.50

Each two-party line primary station 8.50 NONE
Each four-party liné primary station NONE 4.65

PROPOSED

RATES Monthly Rate
Businéss Residence
: séxvice Service
PLATINA EXCHANGE - LOCAL SERVICE

Each individual 1liné primary station $ 17.30 $ 10.85
Each two-party line primary station 13.85 NONE
Each four—party liné primary station NONE 7.70

OLINDA EXCHANGE - EXTENDED SERVICE

Each individual line primary station $ 20.25 $12.55
Each two-party liné primary station 16.40 NONE
Each four-party line primary station NONE 9.00
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TABLE H-7
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HAPPY VALLEY TELEPHONE COMPANY
SCHEDULE CAL. P.U.C. NO. A-5
SEMI-PUBLIC COIN BOX SERVICE

SCHEDULE NO. A-5
SEMI-PUBLIC COIN BOX SERVICE

RATES _
Monthly
Rate
OLINDA EXCHANGE
Each individual line
coin box service $ 0.95

ELAIlQA EXCHANGE
Each individual line
coin box service $ 1.00

PROPOSED
RATES

OLINDA EXCHANGE
Each individual line
coin box service

1

PLATINA EXCHANGE
Each individual line
coin box service
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TABLE H-8
Sheet 1 of 2

KERMAN TELEPHONE COMPANY
SCBEDUIAE CALC PiUlCt NO. A"3
SEMI-PUBLIC COIN BOX SERVICE

SCHEDULE NO. A-3

SEMI-PUBLIC COIN BOX SERVICE
Each Exchange
Message

PRESENT
RATES
EXTENDED SERVICE _
Each individual 1ine coin box station
Before Juné 21, 1984 ,
On or after Juné 21, 1984

PROPOSED

o RATES

EXTENDED_SERVICE 7 »
Each individual 1ine coin box station
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KERMAN TELEPHONE COMPANY
SCHEDULE CAL, P.U.C. NO. A-6
PUBLIC TELEPHONE SERVICE

SCHEDULE NO. A-6

PUBLIC TELEPHONE SERVICE

PRESE

RATES
Each éxchange méssage

PROPOSED

RATES
Each éxchange meéessage
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TABLE H-9
sheet 1 of 2

ROSEVILLE TELEPHONE COMPANY

SCHEDULE CAL. P.Ulc. NO. 5-2
SEMI-PUBLIC COIN BOX SERVICE

SCHEDULE NO. A-2
SEMI-PUBLIC COIN BOX SERVICE

EACH EXCHANGE
MESSAGE

(1) Rosevillée Base Raté Area

Each individuval 1iné coin box
station

(2) citrus Hts District Rate Area *
Each individual 1ine coin box
station

PROPOSED

EACH EXCHANGE
MESSAGE

(1) Rosévillé Base Raté Area

Each individual 1iné coin box
station

(2) citrus Hts District Rate Areéa *

Each individual 1iné coin box
station
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TABLE H-9
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ROSEVILLE TELEPHONE COMPARY
SCHEDULE CAL. P.U.C. NO. A-3
PUBLIC TELEPHONE SERVICE

SCHEDULE NO. A-3
PUBLIC TELEPHONE SERVICE

Each exchangé méssagé

Each exchange méessageée
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TABLE H-10
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SIERRA TELEPHONE COMPANY

SCHEDULE CAL. P.U.C. NO. A-7
PUBLIC TELEPHONE SERVICE

SCHEDULE NO. A-7
PUBLIC TELEPHONE SERVICE

RATES

Each exchange message

RATES

Each éxchange message
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TABLE H-11
Sheet 1 of 3

THE SISKIYOU TELEPHONE COMPANY
SCHEDULE CAL. P-UtCo NO. A-l
NETWORK ACCESS LINE SERVICE

SCHEDULE NO. A-1
NETWORK ACCESS LINE SERVICE
PRESENT

RATES Monthly Rate
Touch
(1) Local exchangé network access lines Rotary Calling
for Etna, Fort Jonés, Hamburg, Happy Dial Dial
Camp, Oak Knoll and Someés Bar éxchanges.
(a) Business accéss lines
one party service 9.75 11.60
Suburban four party service 9.25 11.00
(b) Residence acceéess lines
oné party service 7.60 9.05
Suburban four party service 7.20 8.65
{(c) PBX office trunk line 14.95 16.80
(d) Key Station Line 10.15 11.90
(2) Spécial Rate Aréas - (SRA)
A.Fort Jonés Exchange
1.Greénview SRA
a. Business Accéss Line Oné Party 15.60
b. Reésidence Accéss Liné Oneé Party - 13.05
c. Business Suburban Access Line
Four Party* 11.00
d. Residencé Suburban Accéss Line
Four Party* 8.65
B.Etna Exchange
1.Callahan SRA
a. Business Accéss Line one Party 17.26
b. Residénce Accéss Liné Oné Party 14.65
c. Businéss Suburban Access Line
Four Party#* 11.00
d. Residence Suburban Access Line
Four Party#* 8.65
2.Kelléns RA
a. Business Access Liné oné Party 15.60
b. Residéncé Accéss Line One Party 13.05
c. Business Suburban Access Linée
Four Party* 11.00
d. Résidéncé Suburban Access Line
Four Party? ' 8.65

+ Service limited to existing customers as of August 1, 1985
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THE SISKIYOU TELEPHONE COMPANY
SCHEDULE CAL. P.U.C. NO: A-1
NETWORK ACCESS LINE SERVICE

SCHEDULE NO. A-1
NETWORK ACCESS LINE SERVICE

RATES Monthly Rate
Touch
Rotary cCalling
bial pial
C.Hamburg Exchange

1.Seiad SRA
a. Business Accéss Liné Oné Party 14.55

b. Residénce Access Liné Oneé Party 12.40
c. Businéss Suburban Accéss Liné
- Four Party? 9.25
d. Residence Suburban Access Liné

Four Party?* 7.20

PROPOSED

RATES

(1) Local éxchangé neétwork access lines
for Etna, Fort Jonés, Hamburg, Happy
camp, Oak Knoll and Somés Bar éxchanges.
(a) Businéss access liné¢s
oné party sérvice
Suburban four party service
(b) Residéncé acceéss lines
oneé party sérvice
Suburban four party sérvice
(c) PBX officé trunk line
(3) Key Station Line
(2) Spécial Raté Aréas - (SRA)
A,Fort Jonés Exchangeé
1.Greénviéw SRA
a. Business Accéss Line Oné Party 13.75

b. Residéncé Access Line Oné Party 11.60
c. Businéss Suburban Access Line

Four Party* ; 9.25
d. Residencé Suburban Access Line

Four Party#* 7.20

+ service limitéd to existing customers as of August 1, 1983.
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THE SISKIYOU TELEPHONE COMPANY
SCHEDUIJE CAIM PtUnCo NO. A"l
NETWORK ACCESS LINE SERVICE

SCHEDULE NO. A-1
NETWORK ACCESS LINE SERVICE

B.Etna Exchange
1.Callahan SRA .
a. Business Accéss Line Oné Party
b. Residence Accéss Liné One Party
c. Business Suburban Access Line
Four Party?*
d. Residéencé Suburban Accéss Line
Four Party?
2.Kelléms RA
a. Businéss Access Liné Oné Party
b. Residenceée Acceéess Line One Party
c. Business Suburban Access Line
Four Party# ,
d. Residence Suburban Access uine
Four Party?

C.Hamburg Exchange
1.Séiad SRA
a. Business Accéss Liné oné Party 14.55
b. Residence Accéss Liné One Party 12.40
c. Business Suburban Accéss Line
Four Party#* 9.25
d. Residéncé Suburban Access Liné
Four Party# 7.20

.

2 Service limited to existing customers as of August 1, 1985.

(ERD OF APPENDIX H)




