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N N 84=07—

, On October 31, 1990, GTE California Incorporated.(GTEC),
formerly General Telephone Company.of California,.filed.a petition
for modification of Decision. (D.) 84-07-108.  GTEC seeks authority
to combine its network sales activity with the customer premise. .
equipment - (CPE) sales activity of a subsidiaryruGTELpdfor all GTEC
majox -account customers. : :

, - Pursuant. to~0rder1ng Paragraph lO of D 84 07 108 GTEC
established" a-separate;subs;d;ary,4GTEL,,;o_market,.;nqtall,uand
maintain all unregulated CPE. Since the establishment of GTEL..
approximately six years ago, GTEC and GTEL. have been requ;red to ,
offer theixr respective telecommunications services independent of
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cach other. However, Ordering Paragraph 10 was modified by -
D. 86-08-056”to”alldw“GTEﬁ”persbnneI”tc‘sell GTEC“s custom 'calling:
network serv;ces at :GTEL phone marts.. : - -
' By D 89 11 064, Ordering: Paragraph 10 was.modaf;edfto B
allow GTEC to- conduct a pilot program, beg;nn;ng October l, 1989,
whereby it may combine its network sales activity with’ GTEL’s'CPE
sales activity for GTEC’s 44 largest bankmng xndustry customers.
The pilot program was scheduled to end on December 31, 1990. '

' GTEC was ordered, as part of its banking pilot program,
to 1mplement the Federal Communications Commission' (FCC)- affiliate
transactions xules. identified in FCC Docket 86-111 for intercompany
affiliate billing purposes and.the GTE.cost. allocation manual for
the separation of costs between regulated and non-regulated
activities. If after the end of the banking pilot program GTEC
wanted to implement the program, GTEC was to'filé a new application
requesting author;ty-to continue the program and  demonstrating that
the program is in the, publ;c Lnterest, cost effectxve, and does not
subsidize non-regulated operations oxr result in market abuse.

GTEC seeks authority to expand its banking pilot program
to all of its major account customers, customers whose monthly
bills exceed $5,000, at this time because the first nine months
results of the banking pilot program demonstrated that the program
is a success, is contributing to long-term customer satisfaction,
and is eliminating duplication of efforts. GTEC believes that this
same level of success can be achmeved with its other- major account
customers. ' ’ ‘

Subsequent to GTEC’s £iling of its petition*for“authority
to add all major account customers to the pilot program, GTEC “sent
a letter to ‘the Commission’s Executive Director seeking authority
to extend its pilot program beyond the December 31, 1990
termination date set by D.89-11-064, and to continue-the banking
pilot program pending resolution of its petition. On November 2,
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1990 GTEC obtarned ltS requested authorrty, pursuant to Rule’ 43 of
the Commrssron s Rules of Practrce and Procedure. R v’
The Drvrsron o£ Ratepayer ‘Advocates (DRA) flled a protest

to GTEC’'S petrtron to expand the banking prlot program on ’
December 3, 1990. DRA objects to an expansron of GIEC’s bankang ’
prlot program because lt belreves that GTEC’s bankrng ptlot program
record keeprng is rnsuffrclent to justrfy expansaon of the program
to other major customer accounts. However, DRA does not object to
the extension of the bankrng prlot program from December 31, 1990
to June 30, 1992.
Pxebeaxing Conference

' A prehearing conference (PHC) was held on January 4, 1991
in San Francrsco to ldentrfy issues, wrtnesses, and to set a '
hearing date. However, at the PHC GTEC modified rts frled
petrtlon. GTEC now seeks authorrty to expand its bankrng prlot
program to only state and local government agencres effective July
1, 1991. GIEC no longer seeks authorrty to expand rts banking
pilot program to all major account customers.

DRA, seeing a need for addrtronal time to evaluate GTEC's
safeguards and to limit customers to the pilot program, concurs
with GTEC’s petition as modified at the PHC. ' -

DRA explained that it will conduct an audit of GTEC
program safeguards beglnnrng Aprrl l, 1991. If DRA frnds “major
problems" with GTEC procedures, DRA intends to rarse ;ts concerns
in a pleading accompanying the audit report.

EQSE!QB_;!QQQE_SQQL

Concurrent w;th GTEC's petrtron, GTEC frled a mot;on to
accept its business plan under seal pursuant to General Oxdexr 66-C.
GTEC submits its busrness plan to support its. contentron that the
banking prlot program is a succcss. GTEC requests that its
pusiness plan be kept under seal because it contains both o

o ey,
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confidential and propr;etary data. Release of the business plen to

GTEC’S competrtors may place GTEC at an unfaxr bus;ness"j“

disadvantage and may cause ereparable hurm to GTEC’S operutrona.f
Srnce thexe is no protest to GTEC expandrng zts benking'

program will contznue as a tr;al program, GTEC’s business plan rs
rrrelevant and need not be a part of the record._ However, GTEC |
should make averlable its bus;ness plan to DRA upon request and
pursuant to General Order 66-C. GTEC should recover all cop;es of
its business plan filed October 31, 1990 under seal withrn 30 days
of the effective date of this oxder.

Findi £ Fact

1. GTEL personnel axe authoxized to sell GTEC’s “custom
calling network services at GTEL phone marts.

2. GTEC has been authorized to conduct & prlot program,
begrnnlng O¢ctoberxr 1, 1989, whereby it may comb;ne its network sales
activity with GTEL’s CPE sales actrvity for GTEC s 44 lergest '
benkmng Lndustry customers.

3. GTEC’s benkrng pllot program was scheduled to end on
December 31, 1990.

‘ _ GTEC’S petrtron seeks authorxty to expdnd Lts bank;ng
pilot program to all of its major account customers, end.tolexpand
its program to June 30, 1992. - e

5. GTEC has author;ty to extend Lts benkrng pzlot program
beyond the December 31, 1990 term;ndtron date set by D. 89-11-064,
and to continue the program pendrng resolutron of xts petztron. '

6. DRA filed a protest to GTEC’S pet;tion. . |

7. GTEC modified its petrt;on from seeking euthor;ty to
expand its pilot progxam from all major account customers o only
state and local agencies effective July 1, 1991.‘ S

8. GTYEC’s business plan filed under seal is moot. S

9. DRA does not oppose GTEC s pet;tron as. mod;fxed at the
PHC.
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- GTEC.should be authorized to extend its pilot sales. . _
program for its state and local, government agencies and to)extend:-
the pilot program from Decembexr 31, 1990 to June 30, 1992.. -

IT IS ORDERED that:

1. GTE. Callforn;a, Incorporated’s (GTEC) banking pilot
program authormzed by Decision (D.) 89-11~064 shall be extended to
June 30, 1992. Effective July 1, 1991 GYEC is authorized to add
its state and. government agency customers to the banking pilot
program which combines its network sales activity with GTEL S,
customer premise sales activity for GTEC’s 44 largest banking
industry customers. : o

2. The Division of Ratepayex Advocates’ protest f;led on

Decembex-~3., 1530, is denied.
AN T Ordermng Paragraph 10.c. of D.84-07~ 108 shall be
mod;f;ed . a8, shown.mn Appendix A, to state: L

10.c. GTEC is authorized to conduct a pilot
program, beginning October 1, 1389,

. whereby it may combine its network sales
activity with GTEL’s customer premise
sales activity for GTEC’s 44 largest
banking industry customers. Effective
July 1, 1991, GTEC may add its state and
local government customers to the pilot
program. The pilot program shall end on
June 30, 1992. If GTEC wants to
implement his program after the pilot
program ends, it shall file an
application requesting such
authorization demonstrating that the
program is in the public¢ interest, cost-
effective, and does not subsidize non-
regulated operations or results in
maxket abuse.
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4. GTEC’s motion to accept its business plan.under. seal is-u
denied. GTEC'shall recover all copies of its businessiplan filed
October 31, 1990 under seal thhxn 30: days from the effective date:
of this orxderx. o L T S N

This ordex becomes effective 30 days from today.
Dated February 21, 1991, at San Francisco, California.
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. DECISION 84~07-108.ORDERING PARAGRAPHS
REVISED PURSUANT. TO-D.86~08-056, 'D.89-11-064 and D.91-02-032

IT ISVORDERED that: : C

1. This orxdex is final with, respect to the General Telephoue
Company of California’s (General) test: year 1984 . revenue
requirement. Whrlelconsolidated Case (C.) 82-10-08 is closed by
this order, Application (A.) 83-07-02 and Order Instituting
Investigation (QII) 83-08-02 remarn open to consrder' General’s
1985 attrition filing, staff s recommendations on means of reducing
uncollectrbles, and any prospectrve rate adjustments in the event
General’s access charges for interLATA carriers are. adjusted as a
result of further orders in A.83-01-22 et al. (access_charge
proceedrngs) | o

2.  The relref requested in C.82=- lO 08 is granted to the ,
extent reflected in today’s adopted rates, rn all other respects it
is denred.” ‘

3.  General shall contrnue to be’ subject to Orderrng .,T
Paragraphs 7, 8, and 9 ox Decrsron (D.) 82- 04-028 However, those
paragraphs 7 and 9 are modrfred o read as follows.‘

7. After today General shall collect data on

- - customer trouble reports-pexr 100 lines and-
dial service indices on a central-office-
by-central-office basis for the following
centrxal offices: Baldwin Park, Azuza,
Sierra Madre, Coachella, La Puente, .
Elsinore Main, Perris, Sun City, Claremont,
Los Serranos, Pomona, Banning, Muscoy, San’
Bernardino, Sepulveda, Malibu, Zuma, Del .
Rey, Mar Vista, Ocean Park, Sunset, San
Fernando, Santa Barbara, Bundy Santa
Monica, Palisades, Santa Monica, Bel Aixr,
Bundy, Univexsity, West Los Angeles,
Westwood, Norwalk, Laguna Beach, Market,
Uptown, California, Long Beach Marn, El -
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Nido, Manhattan,  Redondo, Whittier South,
Blossom Hill, Montebello, and Mountain.:

A surcredit of $3.80 a line shall be

imposed for each line in-a central office
where.in two of three consecutive months

the customer trouble reports per 100 lines
arxe at least 10.0 and in two of the three
months including utility-owned terminal ,
equipment reports (not necessarily the same
two months) the dial .sexvice index. is less
than 97.0%. General may petition the
Commission staff to be relieved of the
penalty in D.82-04-028, on a centxal office
basis when measurements for both indices

are within General Order (GO) 133 reporting
level for at least six consecutive months..

4. General may discontinue subm;tt;ng to the Commission the
quarterly reports required by Ordermng Paragraph 3 of D 92366,
which consisted of 17 1ndices. ‘ |

5. General’s customers served by the following central
offices shall be refunded, by billing credit or check, 65. 2% of the
applmcable 21.3% surcharge on their recurr;ng basmc exchange o
charges between January 1, 1984 and the date the new rates
authorized today are effect;ve. Malzbu, Zuma, Topanga, Ocean Park,
Muscoy, Perris, and Los Alamos. These refunds shall be made within
90 days. Customers in the Kenwood exchange shall receive the same
refund, and they shall not be subject to any increases in recurring
rates, as authorized by this oxdex, until 12 months from the date
the revised rates authorized by this oxder for all other customers
become effective. ’ ‘ ‘ L

6. General’s Rule 10 shall be modified to. provide that if a
customer shows a billing postmark that is latexr -than’the bill‘s
printed mailing date, that postmark date is ccntroll;ng in

determining whether the late payment charge applies. Other than
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that change, Goneral s proposed 18% annum lace payment charge is
authorized.

7. General’s compet;t;ve bmdd;ng plan fox central office
switching equipment (COSE), adopted by Resolution T-10642, is
modified as follows: (a) General 'is- author;zed to limit the
receipt of competitive bids for COSE to three vendors once it has
purchased switches of a given technological level oz family from
three different vendors; and (b) a single test unit.of COSE
representing new technoloqy may be purchased wuthout seek;ng
competitive bids.

Within aix months from today General shall submit the
following information to aid our staff in its investigation of COSE
expenditures: ' SR

a. Copzes of the cost studies or justificatzon
that existed prior to General’s selecting
No. 2 EAX COSE.

b. Copies of all cost studies ox othex
economic justification for collocating new
digital COSE next to No. 2 EAX switches.

Quantification ¢f the full incremental
capitalized costs caused by collocated
COSE, broken down by each central office
location. , )

8. General shall, within 90 days, make the following changes
in its books and account, either directly ordthroﬁgh the use of
memoranda accounts (and staff shall follow-up.to ensure
'compliance): o | ' - |

a. IDC on short-term construction projects,
now in memoranda accounts, shall be retired
at approximately the same rate the plant
itself is retired. _
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Uninvoiced receipts more than one~yeaxr old
shall be excluded from materials and
supplies (both for bookkeeping and
ratemaking). - g :

Work orxders in the in-progress of
fabrication ac¢count that are over one-year
old shall be written off to extraordinary
income chaxges (both for bookkeeping and
ratemaking) . S e L

General shall process its payments to
affiliated vendors in the same manner as
those to nonaffilated vendors, and
institute a common purchase order
verification system.. :

Premium refunds from General s medical
insurance carriers shall be charged as a
¢redit to the relief and pensions account;
however, any poxtion of such refunds that
can ¢learly be assigned to unregulated
operations may be credited below the line.

General shall, on an ongoing basis, assign
a portion of general office salaries of
"managers and above" to construction.

General shall reclassify all embedded and
new company official business
telecommunications equipment to new
Account 262. Its request to reclassify
this equipment to other accounts and write-
off company-used station apparatus over
five years is denied. : o

" General shall cease accruing IDC on
advances in aid of construction, and on an
ongoing basis reduce its plant account by
the balance in the advances account. '

All plant additions related to the 1984
Olympics shall be reclassified fxom plant~
in=service to the miscellaneous physical
property account after the 1984 Olympics
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until definite plans are developed for
‘their use. . _ o |
When proposing depreciation lives for company-used communications
equipment in Account 262, General shall submit a separate study
which recognizes the specialized and lighter use this equipment
receives, .and which includeQLa.detailéd analysis on whethex as an
alternative to purchasing new PBXs it could have used vacant
centrex capacity. e e
9. . Gemeral and all other telephone utilities are authorized
to expense minor items, going back to Januaxy 1, 1983, -having a
total cost of $200 ox less. _ o
10.1  Within six months from today General shall form a.
separate corporate subsidiary for marketing, installing, and.
maintaining all unregulated customer pxemises equipment (CPE), and
within one year it shall have fully segregated. its facilities and
resources between the unregulated subsidiary and regulgned*
operations. The only resources that can be shared bgtween,,
regulated operations and the unregulated subsidiary are:

a. Coxporate officers and dirxectors; including .
their immediate suppoxt personnel and
headquarters. : R

Legal services and accounting sexvices;
provided, however, that accounting: services:
may be provided for a maximum of two years.

Customer billing for integrated unregulated
CPE billing along with network services.

Billing expense shall be billed to its
unregqulated subsidiary, GTEL, on a contract

1 Revised in accordance with D.86-08-056, D.89-11-064, and
D.91-02~-032.
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basis with such charges reflecting
General’s fully allocated costs.

d. Phone mart direct expense shall be dzrectly
. chaxged to the unregulated subsidiary.

10.a. After January 1, 1988, GTEL personnel may continue to-
sell General’s custom=-calling network sexvices at its Phone Mart
locations and ‘through its Direct Marketing Dzstrxbutmon channels on
a per transaction charge basis. : : Lo

10.b. General is to provide and maintain both the network
services and unregulated CPE associated with E91l emergency
services. General is to track all expenses, investment, and"
revenues associated with E911 CPE on a "below-the-line“ basis.

10.c. GTE California Incorporated (GTEC) is authorized to
conduct a pilot program, beginning October 1, 1989, whereby it may
combine its network sales activity with GTEL’S customer premise
sales activity for GTEC’s 44 largest banking industry customers.
Effective July 1, 1991, GTEC may add its state and local government
customers to the pilot program. The pilot program shall end on '
June 30, 1992. If GTEC wants to implement this'program“after'the
pilot program ends it shall file an applxcatxon requestxng such
authorization domonstratxng that the program is. in the public
interest, cost effectxve, and does not subs;d;ze non—regulated
operations or result in market abuse. -

11. Within 30 days from today General shall flle tariffs
governing its sale of in-place and from inventory-embedded CPE as
proposed in Exhibit 119, and implement the program on the timetable
and with the terms as proposed, but with the following
modifications:

a. The average net book value for the CPE
shall be computed using the average 1984
rema;n;ng regulatory net book value.
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The 43% return on. sales ox proflt mark-up L
on "from=-inventoxry" multl-line CPE shall be ‘
reduced: to'25%. SRR

For puzchases in excess of $1,000, General |
shall offer. an optional. smx—month e .
installment plan, with simple interest of
10% pexr annum.

12... The sales prlce for newer electronlc PBXs (GTD-lZO, Rolm
and Focus) shall be either. the taxiffed sales price ox the optlonal
purchase price according.to the exlstlng contract, whlchever 18 o
lowest..

13. Durlng June of both 1985 and 1986 General shall flle
revised tariffs with prices for both single- and multi—line CPE
which reflect the incremental change from using average 1985 and
1986 net book value, respectlvely, for those years. No other sales
price components shall be adjusted. Wlthln 60 days. from today
General shall start separately ltem;ZLng on resxdentlal bllls the
recurring monthly charges foxr leased CPE.

14. General shall revise its tarlffs to reflect rev;sed sales
prices for single-line CPE within 30 days, recalculatlng net book
value based on 1984 average net book value.

15. General shall retain its complete workpapers underlylng
the development of all embedded CPE sales prlces, as, dlrected by
this oxder, for five years, and the workpapers shall be avallable
for inspection by the publlc. ‘

16.. . .In June of both 1985 and 1986 General shall flle a report
with the Commission Advxsory and Compllance DlVlSlon detalllng the
results of its embedded s;ngle- and multl-llne CPE sales prog:ams,
lncludlng the types and quantltles sold, the present "take, . nd“”
the net gain or,loss,, S

. e
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17. Within 90 days General shall make a compliance £iling
with the Docket Cffice, and give not;ce of the £leng to-all
appearances showing the results of embedded multi-line CPE sales
. price adjustments. to customers who bought such CPE under
negotiation after December 22, 1983 (see Order;ng Paraqraph 1 of
interim D.83-12- 067). ‘

18, Within 120 days General shall include a bill insert
notice to all residential customexrs advising them of the terms for
purchasing embedded single-line CPE and the revised 1984 prices.
This notice shall also clearly explain that starting in 1986 dial
sets, in most local;t;es, can be used to obta;n equal access’ among
competxng long distance carxiexs. | ‘

19.° General is authorized to implement a local directory
assistance charge plan with the free call allowance and' charges
adopted for Pacific Bell. The adoptéd'conditions'for'Géhérul s
proposed Schedule D-3 shall be applicable, and customers shall be
allowed to receive up to’ three numbexrs pex local directoxy
assistance call. General’s tariffs shall provide that customexs
may, upon. request, receive one’ copy of any additional local calling
area directories. The addmtxonal copies may be emther picked up ox
mailed, at the customer’s eloction. General shall clarify the
information printed in its ‘directories to reflect that additional
local call;ng area directories are available at no charge. 'This
change shall be made over the forthcomxng d;rectory pubImsh;ng
cycle staxrting 30 days from today. '

20. For the sole purpose of gatherlng crxt;col information
and conductmng essential consumer inpact studies’ regard;ng nmeasured
service, General shall study the potent;al impact of the three
hypothetical USS rate structures as outlined in today'e decision.
It shall work with our staff in devising the hypothet;cal ‘rates to
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ensure they are realistic and result in no overall revenue shift or
change within the study'ﬁréas.' Geﬁé:ﬁi'slstudyishali be filed with
our staff by the.end of 1986, and made available to. any party
requesting it. Specifically, the study shall address:

a. The rate impact on residential customers
‘broken,downhb{ low, moderate, and upper
1l as by age and size of

income, as we
household. ‘
How USS could be structured to provide low
and moderate. income families with effective
options for reducing their telephone costs’
consistent with their usage needs.

21. Limited. hearings shall be héid‘: in connection with the
attrition filings for both 1985 and 1986. General shall make an
advice letter filing no later than October 1 in both 1984 and 1985,
to be served on all appearances, for rate adjustments based on the
attrition mechanism in Appendix A, but with the following
modificationg: - L I L

a. In accordance with the f£iling made for
1985, General, staff, and other parties may
submit proposals on ‘methodologies foxr
deriving the following: (1) changes in
matexials, rents, and services, (2) changes
in rate base, (3) changes in the normalized

revenues. The adopted methodologies shall
be used for the 1986 £iling. -

The annual changes in revenues shall be
adjusted for: (1) quantifiable changes
directly attributable to CPE revenues,

(2) local directory assistance call -
charging, (3) intralATA toll revenue,

(4) access charge revenue from intexLATA
carriers, (5) net revenues from extending
ZUM, and (6) net revenue chango from 1 FR
customers converting to MLS lifeline.
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- The annual traffic expense savings from
directory ass;stance call repressmon shall
be applied. - L :

‘Adopted- changes to the assessment ratios -
used to derive ad valorem tax: shall be .
applied.

General may propose only technical updatxng
in connection with 1985's depreciation
expense, and for 1986 it may propose only
changes adopted in re-prescrxpt;on revzew.

General’s authorized return on rate base
for 1986 may be adjusted, based on today’s
adopted cost components, if it demonstrates
it will achieve a highexr equity ratio (up
to 47.4% in 1986; all cost factors w;ll be
-‘held constant.

If General, in connection with each
attrition £filing, does not clearly
demonstrate compliance with our order to
form a separate corporate subsidiary for
marketing unrequlated CPE its revenue
requirement will be adjusted downwaxd by:
assigning all costs connected with phone
marts to unregulated operations, and
rgguc;ng the authorized return on equ;ty by

The prudency of_General's COSE'expenditures
in connection with both No. 2 EAX and GTID-5
COSE shall be reviewed and addressed by
sgggf in hearlngs on Generxal’ s £iling for

1 - N

General shall submit a draft of its proposed advxce letter to the
Division of Ratepayer Advocates: by (DRA) September 1 of each year.
The filed advice letter shall be accompanied UY prepared testimony,
and it shall ‘clearly set out how results of operations components
were derived consistent with this order. It shall be accompanied
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by a surcharge rate design consistent with the criteria adopted in.
today’s decision.. General shall sexve a copy of the advice letters
and prepared testimony on all-appearances in these proceedings, and
coples of its workpapers shall be .furnished to parties requesting: .
them. The limited hearings on General’s 1985 attrition £filing will
be held in conjunction with those. on Pacific Bell’s.. ..

22. General shall keep at least two loaner TDDs in- each. phone
mart and:convenience center to loan to customers whose TDDs must be
kept for repair. SRR : G

23. Before January 1, 1985, General shall £ile a report with
this Commission stating its Female/Minority Business.Enterprise
(F/MBE) goals for calendar years 1985 and: 1986. Cbmmencingwin“
1985, on March 1 and October 1 of each year, General shall file a-
report on the progress made by its F/MBE program. The March 1
report shall cover program activity from July 1 through December 31
of the previous year and the October 1 report shall cover activity
from January 1 through June: 30.: The semiannual repoxrts shall
present F/MBE data according to the ethnic classifications used by
agencies of the State of California and by contract categories in
which $2 million of business oxr more was done in the prior year.
General shall meet and confer with minoxity group representatives
in preparing their goals and reporxting procedures.

24. General may file revised tariffs, in compliance with
GO 96-A, not sooner that 15 days after this oxder is effective,
which:

(a) fully contain the rates and conditions set out in Appendix B,
and (b) concurrently eliminates the existing 21.3 and 13%
surcharges. The revised rates shall become effective five days
after f£iling and shall only apply to service provided on or after
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their effective date. General’s tariffed sales prices:formmulti--
and single-Xine CPE shall be effective- five days after filing. ..

25. General’s revised rates for local c¢oin.station calls,
contained in General’s Advice Letter No. 4886, are effective today.

' 26.  Pacific Bell shall file revised tariffs, in'compliance .

with GO 96-A, to increase its negative surcharge on local-exchange:
sexrvice rates to a negative-1.12%. It shall file its revised.' .
tariffs within 10 doys after this order is effective, and:they
shall apply to all service rendered on or aftex the date General’s
revised rates are effective. - - . .. : SRR el .

27.. A.83-07-02 and OII 83-08=- 02 remain open.: Conselidated'
C.82~10-08 is closed, with relief granted to the extent. reflected
in’ today s authorized rates. - ~ " R L '

(ERD OF 'APPENDIX A)




