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rNTERDf OPINX9N' 

This decision adopts, a monitoring program, for. Pac,ific,. 
Bell (Po.ci!ie) anet GTE, California IneorporatQd. (CTEC).,:which .. 
eliminates certain existing-'reports and· adds. 40 new reports;to 
track the operations of these'majortelephone utilitiesunder,~he 
now rogulatory framework (NRF). This comprehensive xnonitori~g 
program recognizes the Coxnmission':s need to- continueto',over$ec the, 

\ h_ '., • 

financial and technical activities, and, operations of these two 
local monopoly telephone companies in' view of the recent 
s\lbstitutionof incentive. regulation for the historical and more 
traditional scrutiny of revenues, expenses, and rate of return, on 
a depreeiated rate·base in periodic general rate, proceedings. 

The decision adopts a policy for troatmQnt of ,traditional 
ratemaking adj,ustments.. While most o,f the prior ratemaking. 
adjustments will be excluded from the new ,shareable ea~nings, 
calculation, othora will rClmainand become HZH tactor~, .in ' 
determining price caps, above which any further earnings will ~e 
shared with ratepayers. ,. >":,.,' '. 

The elecision also expresses our disappointment. that., this 
". ,_, I· 

initial'effort has prompteel the termination of only:a,small number 
of existing reports. However, we', are, nonetheless, committed to, 
streamlining· the reporting requirements: of ,these utilities ~~,the 
future. This oreler es.tablishes: clear' guidelines f.or~imina~ing 
any historical reports which cannot be justified· for continuation 
under the new incentive regulation of the NRF. 

Accorelingly ,this ord.er directs a. review of:. ,th~., need for 
all ongoing reports as part of the planned 1992 review of"the NRF. 

- 2 - ... 
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II ~ B;;s.ckqr9und. 

In Decision (0.) 89-10-031,-'we·adopted incentive-based 
regulation for Pacific and G'I'EC, the state's two largest local 
exchange telephone companies. (LEes).. 0:.89-10-031 resul:ted';from 
Order Instituting Investigation (I.) 87'-11-03-3, our .. investigation, 
into Alternative Regulatory Frameworks for .Local Exchange:, carriers, 
which was divided into three phases. Phase.I involved limited 
pricing tlexibility' and competition tor selected services..:" , , ' 
Phase II adopted an incentive-based' .regulatory ·tramework;in ... placc .. 
of the more traditional cost-of-servi'ce regulation. . Phase .. III,. ,. 
currently in progress, is.' examining competition in .the :marke.:Cplace •. 

In 0 .. 89-10-031 we tound that the change, to· incenti"":o-,, 
based regulation warranted expansion of our already comprehensive 
monitoring of these utilities" operations in order to':provide ',. 
prompt $i9'11a15 of potontial problems. WO thereforo·requostod the 
commission Advisory ana. Compliance Division (CACO). to: hold. 
workshops to review Pacific's and GTEC's current reporting· 
requirements and to identity the need tor any additional, " 
requirements. We also stated"that, it necessary,wewoulcl,issuo .8.. 

follow-up decision on any monitoring issues left unresolved through 
the workshops.. . .. 

We stated that our monitoring.: plan .. would be dynamic, 
flexible, and adaptable as needs:' for more' information:, become., 
apparent. We' also encouraged: the continued participation, 0,£ 

interested parties (in addition:,·to, staff and the'LECs) .becausesucb 
,_ • e •• " '" ..... 

participation' enhances the abil'i ty otthe coxnmission to: :m.ake b~tt~, 
decisions. 

Although several topics.. were- :selec:ted. ~or ,consideration 

in workshops, we lett it to- CACO to, decide- whother.tc>,holda,s~n9l~_ 

workshop or a series of workshops and' whether to file one or more 
workshop reports. 

- 3' - .. 
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cACD a.ddressed·· the issues in:'.a ::series of .. ,three, workshops 
."nd. :roport~in"l990. The 'first,' add.rcss:inq,·scrvicc-speci,fie eO$t,"":,.,,, 
traeking and' eost alloeations, 'was held. .in .. sixsessions ··t,r.omMay, .. 21 ... 
to May 29, 1990, in the commission"s ~n Francisco- offices,",. The 

second set of workshops, addressing monitoring reporting .:,' .'.', '-­
requirements, was held in seven sessions from July 3l to August 9., .' 

1990. The third set, addressing the need to retain"ratemaking 
adjustments in the new framework's earnings calculation,. wast.held , 
in three sessions from' October 29' to,':31,. 1990'. In all, ,ten par:ties 
were represented:- AT&T communications of. california (AT&T>", ,Bay ... 

Area Teleport (BAT), the California·· Cable' Television. Association 
(CC'I'A), the City ot Los Angoles, tho Commission '.5' Oivision;' of .",. 
Ratepayer Advocates (DRA), GTEC,- Mel Teleco:mltlunications Corporation::: 
(Mel), Northern' Telecom, Ine;., Paeif'ic,.and 'roward 'O'til:ity.Rate 
Normalization (TORN). , .', 

TURN and others objected generally to the use of 
worksh.ops to determine monitoring' requirements for th.e NRF. 
Speci!ically, TURN stated: 

WTU,RN strongly opposes the use of workshops to 
decide other outstanding issues resulting' from 
the ARF decision. As TURN feared, due proeess 
is being sacrificed to expediency under the new 
regulatory tramcwork. w (TURN Opening Commont~, 
Report I, p. 7.) 

AT&T and others disaC]l:'ee. AT&T asserts: 

wThe workshop process is a reasonable and 
efficient forum for all parties to present 
their positions and understand the pOSitions of 
the other parties outside o·f tormal hearings, 
and to reach a general consensus where 
possible. '1'0 the extent parties disagree with 
the conclusions of the workshop, the process 
has allowed for the filing of written eomments 
for the record. The process is therefore 
similar in nature to a rulemakinq proceeding, 
and the due process rights of all parties are 
adequately protected, including the right of 
parties to request evidentiary hearings. (AT&T 
Reply Comments, Report I, p. 1.) 

- 4 _. 
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On JulylZ, 1990:, CACO filed:.its..",".Monitorinc; ~,?~.~hop I 
Report," whieh' detailed' CACO':s. recommendations to. the .c~mmissi~·mon ... 
the utilities' service-specific eost.tracking .anel cost.allocations •. 

. • " I'. '., ".'.,' 

On september 2'5, 1990 CACD filed its "Moni:t,oring Workshop II, . , . ~ , 

Report," and on December 21,. 1990 its "Monitoring Workshop III 
Report." :' .. ' 

- In accorclance with. a, sehedule. es.tabl isheel by:. c~CO, . '.' 
parties were given opportunities, first·" to filecoltllnQntson .. eaeh, 
of CACO's workshop reports, and then to- file . reply .. comments. On 
Workshop I, AT&T, CC'l'A, ORA, GTEC,. Mel, ,Pacific" .. and, TURN .filed ", . " .' . 

comments;' AT&T, ORA, G'l'EC, and Pacific filed. reply .eo:nunen~s .. , : On 
Workshop' II, AT&T, BAT, CC'rA,.. the City of Los Angeles ,.oRA, .. GTEC,. .. 
MCI,and 'Pa'cific filed' eomments~ CC'rA,.oRA" GTEC, Pacific,,. anel 'I'TJP..N . . ...... '. "'" .,' 

filed reply comments", AndtiMlly,on .Workshop',.III, ORA" .~G~~C, 
Mel, Pacific, and 'l'ORN filed comments: GTEC and Pacific~ reply 

~ . " . ~" ' 

eommen't:s. "e,'" .t •• 

. ':1 i h • ~:. "'I' ~. ',' ," ~ •. " .' .OJ ,I"',, .1.'1 

.' , , " .~:, ~ " ':: .. 

. , . .~.~. . .~'" , ' 

" .,' '. '.,"'"', ,.,' 

'>,.', I" 

'" 
, . 

".\,'," .' ." .. 
'" 

... ". ....~~. ~" '". "-' 

r ') ","';~ "{"'.~"'I' ... ;,. ':"~~ •...• ' ',,' 

, , . ..) r" ... :' :: •• ' " ',~.", 

I .,.'~ ,,-, ,I 

". .... t' , '~ , " ,~,.: .. { '. :,c' ::' 
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III. Discussion of workshop I.,'i,)Service-:-Spccitic, .. ", '">"" 

cost Traeking and CQst Allocations"" ,..' ... ,'-,' , , , ',', , - ,', 

In O';S9-10-031we found 'that'DRA'sproposal 'for onqo,inqo:. 
ser.ricc-speeitic cost tracking and allocations based' on: !u>lly, " 
distributed e~dded costs 'should be adopted.. In view of the-.>: " 
limited record' available to us at that'time, we envisioned a:";' 

traCking system that would: '(1) perform a benefit'" analysi's, of a 
service's profitability, (2) help in'evaluating-the"potential for 
anticolnpetitive behavior, and (3)' ai'd:'in setting: price, floors' or. ,in 
moving services among categories and· in determinin<] ,whether: ,a' rate-· 
increase to ot'fset poor earnings might' 'be· justified... We. detennined 
that such a system would beongoi-nq " would fully' allocatec':costs 
(including a share of company' overheads)"based ,on embedded,'costs,., 

'Would follow the Federal COl'Olnunications Commission'''s ,(FCC» Part· 64 

methodology tor allocation of costs to- below-the-:linc, services,,::and, 
'Would be applied consistent with· the' Un:t:form' system' ot"Accounts 
prescribed. by' this comxnission.' We also' determined: that, the cost- .. ",' 
tracking system 'Would require only- slightly more' resources than 
'Would occasional stud.ies prepared as needed. 1 ',; , 

Until now, we 'Were not able:' to'reach.' conelusions 
regard.inq service-specific cost tracking'and costal:J:oeations,. 
because the Phase II record was not adequately developed.lfor us to 
do so. Accordingly, 'We required parties to address. this topiC in~ .. ' 
'Workshops. 

The 'Workshop participants . were, asked to, detail" specific, " ' 
tracking requirements, both by category and. by- service; tOo'·.< 
determine what should constitute :a:::u'service" ;"and~'"-to··"address·"·'·' 

., ~ ..... 

. ' '", " .. "'- ". {", , ", ~', ' .~, ," ',: /" '.,' '.oj. " 

'Whether the Part 64 methodology could and.for should be appl'ied' on a 
serviee-specit'ic basis. . ::1 

.' !' .. ' .. 

1 Alternativo Regulatory Frameworks tor Loeal Exehange Carriers 
(1989) 33 CPUC 2d 43, 195. 

- s... -:; 
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A.. ~<il.'!~s:y;·ot thc';caci>"'~r:t , .. : ;>:,:,,:,~ ~,< ...•. :: ,'.:.~.:.::: ((; •• ,>' 

• , ','. ' :'"' .. ' "", •• ,~ ~ ~, ,J I "'I ", '" , • ': . ' " ~, 

Of the comment-ers, CCTA and . Mel 'fault . CACO:'tor tailing to 

,. 
" " 

address: maj or: issues from the workshop .. :or for .. seriously, . 
miseharact~rizing the workshop developments. CC'l'A, cites,~~~cif~C 

omissions of. "issues or positions. raised',by,parties.other ~hal"1th~ 
local exehange-. carriers • •. or the. di vis.ion of .. ra't.epaye~. 
advocates." Mel states that the report neglects"the goals set. ou:,= .. , 

" '.' '.. 

by the Commission"'; does notprovid.e."an accuratereflec~ion of. the 
information. derived from the workshops"; is I~inconsistent in . 

, .. ", -,.' ' 

formulatinq recommendations in the, report~/; and neglects "many 
c:letailea.issues that were covered in the workshop. process." 

" 

. By contrast, ORA says. that "'CACO has. produced ,a wr.i tten 
., ., '. " 

report covering the basic issues of workshop ,I. • •. ,_. "'. '. AT&T 
" , ,I 

"'commends. CAC])'s efforts. in producing .this report,. and.suppor:t;s the. 
~ • • ' I.. L , 

recommendations of the . report: (with excep.tionsJ • " ~acific notes 
that *the report accurately reflects the workshop process"and, when. 
com))ined with the parties' comprehensive .-monitoring .pro~o~~lS and.' .. 
workshop-related comments, provides: a,comp~ete foundation,from 
which the Commission can proceed to issuing a cost tracking o~der.''. 

, , " '" I I . _.' . 

GTEC says *(tJhe Report contains a fair and accurate summary ot 
, '_' , '.,J 

what occurred during the workshop •... '" • ." 
We . find that, taken in concert, the CACI) report and the 

, , , '., l. '1, ,"" " 

comments-of the parties fulfill our expectations r.elative,. ,to a . 
'!. ~ ,. - ./ + 

workshop product. Together they define the major issues, ~i.s<?uss , 
the parties' views on each issue, .. and"offer recommenc;~tions for the 
Commission's adoption. 
B. I:aapexma:nence of the· Proposed- Cost 

Tracking and Alloea'tion MUllod 

. . " ," ,~"" 

_ .. 
-' -.. """." 1"\" 

While we view the monitoring plan as. a .dynam.ic .. process" . 
• ~ , ~.. '. .. + 

"'flexible and adaptable as needs for information become apparent 
with experience,'" some parties view the institution of a service­
specific cost-tracking program as final. 

" • I • 1 f' >of',:.~::. ...... 
... ... - .' 

'.,1 ' •• "..1 "" 
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. :ORA, for: example:, ',views ,lIthe 'monitot'ing,workshop'"pr"ocess;,:, 

as the forwnfor setting the information tracking and· r.epor,~i~q, .. ',., 
requirements need'edfor effeetive Co:mmissionoversight:., .. • ." On 
the contrary, we envision the workshops as' the forum for:, .. ' ,'" .', 
aadressing, clarifying, ,and detailing :-issues o'f~! cost; .t:c:acking. (ana. ", 
other monitoring issues), from which we· will set initial 
requirements~ These will necessarily be temporary" as; mor~ 
specific monitoring needs become' apparent.. Implexnentation,:C?f, the 
monitoring prograJD. is a process,'not an event. In its:~omments,." 
ORA criticizes the workshop :report', for acknowledging': that ~e_p . ,-'" 

monitoring program is "imperfect and incomplete., II But we,)naint~in" _ 
that any monitoring' proqram: will always be' subject:to,further--
modification .. 

or C01.lrse, all parties. should strive for, the_best, .' 
solutions to problems of cost tracking and cost allocation,~;: ~Xlcl~e" 
believe they have- done so, 'given-'the -present level_of infonnation-_ 

... ~, ~ . . ... ".,. 

Proceeding on: their contributions" we issue this .order. to.day.-. Bu:: 
we in no wayilllply that the matter is 'forever .settleCl.- -We' 
reiterate our support for the participation of _the parties:_i~, 
cri ~iquinq the moni to:rinqprogram"and in bringing problems ,to, o,ur , . 
attention. 

Our order of FebruaryZ3., 1990', in 1.90-02-0.4,7 I, : .;' 

established a forum for customot'~, compotitot's, and intet'es~e~ 
parties to raise relevant issues Which do not fit within other 
proceedings or procedural options by tiling a petition in 
I.90-02-047. The order required that, before petitions were filed, 
~arties were to attempt to resolve issues informally with CACO. 

In this order we impose the same prerequisite on DRA and 
the LEes as is required of customers, competitors, and interested 
parties, that is, that prior to filing formal petitions with us in 
I.90-02-047 or elsewhere, they attempt to resolve issues informally 
with CACD. In instances where an LEC or the ORA ultimately tiles a 
formal petition, we will require that specific documentation be 

----7·:- .'. 
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incl:uded' therein, setting, forth, the attemp,tsxnade to., first,: resolve 
" ." .,-'. '. ~ ,,> • ' ... ' 

the issue(s), with'the CACO, and the results of, such eff~~s;.: 
In its comments on the workshop. ',repot:t:, O~, observes "that , 

, • '." " • " • • c .. • ~ 

"(tJhe report seems to leave ORA; with:theresponsibility:.a.n,d ,burden 
of obtaining GTEC'sand' Pacific'seooperation in tracking and, 

, " l." , 

reporting revenues and costs." ORA asks· for "clarification,of the 
process envisioned" where the report recommends. that "c~nsistcmcy 
between the companies be pursued where, that, consistency is 
reasonable (but that) disputes as to reasonableness call~lwaysbe 
brought to thecoxnmission for resolution" (Report, page,l~),~ , Our, 
response to ORA on both of these comments, is that CACO, is "" 
responsible for administering the lI'Ionitoring program,., CACO will 
receive filings and monitoring reports under the now fram.ew,~rk and 
will retain adIninistrative responsibility for them .. , '" CACO~ is also 
responsible for assuring that the:LECscomply with the: spirit and 
intent of' th~ monitoring program;, for. maintaining di,alo9U~ ,with the 
LEes (and other interested, parties,) regarding necessary, ' 
modifications: and, finally, for keep'ing, the .commission apprised of 
developments and problems. As we noted :in our Phase II, doeisi,on, 
we expect ORA-as advocate for ratepayer, interests--to ~lose.ly . 
xnoni tor the new framework including service-specific cost tl:'acking, 

• ,c ' •• ~' 

and cost allocation developments and toinvestigate:areas, of 
concern. 2 " . ' .' " .. 

. : <" .:-':' 

'-.,' , .... \ ,',< •. ,... ---

.. ', 
,', 

""~jl , •• 

, ....... , .... /o\..} 

,.: •. ~:,.:\.,,: ...... t' ,'1' ".".,> ... :!") .:,.:,:::'- t;,:' 
..0,- .' 
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A. The Need to Reconcile Tracked Costs 
:t~ ~ccdings" '.' 

",'" , 

A :major sw,ject at the workshop- was. the 'need to ,reconcile 
costs traeked 1:>y the utilities to other financial sources. The· 
report, and :most of the parties, had little trouble wit~ th~:-notion 
that the sum ot costs tracked, to ):)e valid·,. should balance ,to· the. 

'. , '. 
companies' financial statements. Many,. parties r ,however",: rejected 
tho roport'~ eonelueion that this cross-cheek is &ufficient,to 
verify the validity of the costs tracked. AT&T, eCTA, DRA, ~~I, 

and. TORN take the position that costs ,tracked· shoul.d. also reconcile 
to the cost studios required in Phase III,· of these proceedings 1:>y 
the Assigned. Conun.issioner's lhlling,. dated November 22, 198.9,.? 

"C, 

The report recommends that companies "explain differences. between 
Phase III cost stUdios. and PhZLseII 'cost tracking,.",. ' 

We·will'address the' need tor consistenCY'DetweenPhasc II 
and Phase III in section . IV. B_2. ,below,. and· will, address the. issue. 
further in Phase III, where cost studies· are· under discussion. .For 
the time being, we will adopt the' workshop: recommendation,:;and 
require only that cost tracking in Phase, II reconcile, to~~c:;ompanies' . 
books of aecounts and their financia~ statements and that~lear, 

, " •. ,' ''1' ~. 
_ 4 .. 1 I 

3 . In' this ruling', G'l'EC: and Pacific:. Bell, were, required:, to, :~'.~ , 
undertake . company-wide , cost-of-service .. studies·., "These studies 
were' to-be- used' in determining up-,to-date:. cost da't;a for, setting ... 
rates in Phase III of:· these proceedings. ···We are currently.. . .. ' 
considering the xnethodoloqy companies should employ in' eona:ucting' 
these studies, including' the propriety of employing-forecasted 
incremental costs vs. historical embedded tor some. or all' service ,. 
categories. . 

- 9-,-, 
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concise, up-to-date charts refl:eeting"."the<'flow.of cost data from 
and to the statements be provided. 
B. The Method of Costinq and the 'Need: ,. , .' 

for Consi$ency of costing Methoclologx 

The workshop report segregates this, issue into,· tour sub­
questions: (l) the methodo! costing';' (2) the.needfor consistency 
of methodology between Phase II cost tracking and Phase>III:, cost , ' 
studies, (3) the need for consistency ot service disaggrogation and 
reporting format between the two, companies,.· and (4) the,· need "fo:r;a 
consistent costing methodology among service categories. 4 

1. :J.'h!:! HS:tMsl· ot CoS;ill9" '.' 
The workshop 'report recomxnends. a "part-64-like~5 

methodology 1:orservice-specific cost tracking, referring:to:. 
costing procedures of the FCC"s j oint cost· order. ,inF.CC· Docket 
86-111. Specifically, the raportrecom:mends tho FCC "Part ,64 ,eost­
attribution hierarchy .oooo for all services, but. oo' .. ·for 
Categories I and II~' that tariff imputationand,three-year plant 
forecasting be omitted from the hierarchy. '.until ~uch,timC' ;as. the' 
propriety of these ·procedures.. to these services can be determined. " 
... ooN Each LEC has developed a costing program ,that is intended, 
to acco1l\pl ish this recommendation (Pac:i'fiC:' a "Pro'fi tabil i ty, " 

Intormation System" and GTEC~s. "Prophet" system). While we do not. 
prescribe the preCise means for the companies to accomplish the 
costing procedures CACD recommends, we do direct that the Part-54 
order of cost attribution be followed. 

4 0 .. 89-10-03l divided, Pacific"s and GTEC's services", intc>:thrc'e"'" 
categ'oriesoo cat~gory I ~esiqnates. basic.monopol~ services.," .. :>::,: ,.;. 
Category II applles to-- dlscretionary, and/orpa~:L~lly competl.:t:-1ve . " 
services. Cateqory III represents fully competl.tl.ve LEe. serv1ces, •.. 

"~'Ie +' t, ,,"( 

5 47 CFR, Part 64, 10/1/90, Federal communications commi'ss.ion- ' 
Miscellaneous'Rules Relating to common Carriers,. ;64.90,1:,> Subpart ,.I . "­
Allocations ot Costs.,.,.,' ,<,,~; 
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In itscoxnxnents on the .. workshop',report:;Paci'fiC says .. that·, 
the descriptionot .the 'recommended costinq·method·'a:o· ............... ,' ,.:" 
IV'Part-64-like," is IV'vague and overbroadIV' and, "subject, to-myriad· ',," 
interpretation. "Pacific's concern is' apparently' with,. the,' label, 
"Part-64-like," not the intent of CACD',s, reco:mxnendation ..... ,DRA, in, <'" 

its reply comxnents, suqgests that the'cost imputation hierarchy : 
CACD recommends be calleo. the "California Cost Allocation··. 
Methodology." In recognition ot: 'Pacific'sconcern, we agree that . 

. the costing ll\cthodolO9Y should· not be labeled Part-64-l.ike.But, 
while we have no obj eetion, to' the· parties'. referring; to- the.: agreed­
upon costing hierarchy as the california. method orsomething-,' 
similar, we are reluctant· ·to adopt formally so precise ,a, ,title, for ': 
what amounts only to a seto,! qeneral quidelines.The .method: CACD 
recomxnends is described in general terms::: its specific logic:· ." 
resides in the programs of' the' respective. LECs":'" The impor,tant 
thinq here is not the label but that the Part-64cost-attr.ibution 

hierardhy be followed. 
Further, we aeceptCACDI's. recommendation ·that,th:e:,:Part~64 

procedures calling tor tariff imputation and' plant allocations 

based on 
category 

2. 

forecasted usage be omittec:1:from'costing·Cateqory I.ami 

II services, for now. 
Tbe' Need :torConsisteney' of 
Methodology Between Phase XI Cost 
Tracking and Phase XII'Co§t studies 

" 

We are currently considering the LECs'. cost stud?-es, for 

Phase III. ",' \".. ". 

Although weco not here decide. whether. "the:rneth~?~lC).gy .. 
for Phase ·II and Phase III cost studies .will be identical, a . 
discussion of the need for consistency in financi':i'l report'i:-;"" 

" .. '} 
generally is in order. . 

Many workshop. participants felt that "the metlloc:iology usec:1 
. • .. ':.. '... '.' " • I,,'. ":' ;: "".' " :,~' .r~, .:. •• ', ,~ 

to .develop costs to l:>e tracked in .Phase, .. II should .be consistent . 
. .'. oJ'. . . .' I ( • .. \: r <" ,,~ ., ,'" ,,' • 

with that used in Phase III costing., .The r,cport. rcconunends'that .' 
c • • : "." ~ ," .~ '.' , J j'.~; 

- ll: -. 
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"the Commission adopt . the general.principle that:.consi~tenc.y is a 
~O\lnd. obj ectivo, Cbut acknowled.ge] that ,consistency. in ;eve:y": ;"" 
respect is probably not attainab,le .. H ". 

In support of· this position',. we turn to. generally 
accepted accountinq principles' (GAAP)·..This is.appropr~ate, .. "first,."., 
because these principles constitute the' standard tor, prQP,al:'ati,on 
and pres.entation of financial reports,' ana secona, becausc; .. our 
uniform system of accounts for teleconununications carrier~,under. 

our jurisd'iction, and upon whieh thcsorvicc-$PQcitic cost .. tracking 
is to- be based, !ollowsG'M:P" broadly ... '. Accounting Princip~es Board 
CAPS) Statement· No. 4 describes the qualitative obj,ectives of 
accounting' and financial statements • Amonq' . these: is 
coxnparabil ity, wb.ich, the APB. statement says, ~means th,e ability to 
bring together for the purpose of noting, ,likeness . and differeXlce .. H 

Con$istency, as d.escribed by GAAP, is on-lyone ot several, factors 
of comparability.. According to GAAP, consistency in prQs~ntin9 
financial data is. important so that data can beco:mpared.. But is 
consistency always present? APB Statement No. 4.goes on,t,o say: 
WIt a change of practic~ or procedure i~ :madQ, d.isclosure.otthe 
change and. its effect permits some comparability, althoU~husers 
can rarely make adjustments that make the data completely. 
comptlrdblq.N ThCl ill"'uo wo al:'et dillQulSsinQ h~:r:e ;i.5 not ,a chan9'c, but 
rather differences (inconsistencies) .in preparation·: or' pr~sentation 
(as between Phase III and. Phase II costing, for eXalnpl'e; or as 
between costing methods among thc'service cate90ries)~ The APB 
statement recognizes that consistency is not always present,. and. 
that changes t..rc somctimC!:~ necessary .. Whercnchanqes· (and'therefore 
differences) exist, GAAP requires disclosure' of Doth· the, change and 
its effect.. ". ' . , ... 

Thus, we agree with the workshop part:icipants ,on ·the ' 
importance of consistency in eosttrac3cing; generally;' but we also­
agroe that consistoncy is not' lI.lways attainablc·.'Where<it,·,is' not 
attainable, or where set's otdata are inconsistent :becauseot 
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I.87-11-033 et al. Al.J/GAA/jft 

change, we add' the GAAP requirement .for disclo.sure:of the,.,:., . 
. .,' r 

differences anQ. their effect~ . ";, . . ",' ', ..... ::: .. : " ,":;'." 
'Perhaps' this· latter requi-rementis helpful in: reso.l yin:q 

the participants' differences with reqarcl· to consis:t.ency ~etween 
Phase II cost tracking and Phase III. cost-studies.. ~.The workshop, 

I 'I, 

report recommended that "the companies· should :00 prcpar,ed,to: 
explain and document differences in costs produced ,for the two. 
purposes--to develop, in other words, a comparability,.between the 
two sets' of data." Mel, echoing. others' comments.,. :eri ticizes the. 

, . '," 

report' for being willing to accept. less· than "empiricalpr.oot" that 
the two sets of costs reconcile,. and ,observes that "(a).n-y;one can 
ration~lize why something or anything· exists, especially cost 

differences." Our poliey of requiring the LEes to disclose 
differences and the effect of those differences should help 0 to· 
allay concerns that the LEes can' easily rationalize the differences 
and explain them away. We will expect not only disclosure from.the 
LECs but concrete explanation of the. effects of any. differences in 
methodologies. Mindful of GAAP's recoqn-itionthat "users .. c~n '. 
rarely lnakeadjustments that make .the ,data completely comparaDle," . 

, .,' ,r •• 

our poliey endorsing consistency stops short of· requiring absolute 
numerical reconciliation between sets of data. 

3 _ The Need tor Consistency of Service 
Disaqgreqation and :Rcportinq 
E2,m.at by the Two COJDRMi¢s 

The specific issue of the level of service disaggregation 
required ot the respecti vccompanies is doal t with in Section E.', 

l:>elow. 
Our Phase II decision concluded that the new requlatory 

framework (NRF) should be a "single . (one) for Pacifi~ and':GTEC, ,;,' 
with differences only if the:r:e is ~ compelling just:i.fieation~" We 

find that general consistency in cost-tracking pr~cedures' between 
the companies is also appropriate. "In co:mm~nts comporting with' 
this view, MCI' s position is that, s.ince under the ne~ fr~ework 

- 13-
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each company loS subject·to·:the: same', incentives and r.ewardsr.,both ... ".< 

, I, I, , •.• < 

companies should be held to the same cost-tracking .. stanc1ards .• ( .... 
corporate- or' operational differences. notwithstanding·,.· MCI .,reasoned, 
both companies comply uniformly with other financial reporting. 
requirements' (FCC and SEC reports,.. for example) . andshould. .. 
therefore be able to comp.ly with uniform cost-tracking: staIl,dards. 
DRA a~eed with the workshop report's conclusion that "(flor each 
company to' report costs trackod in,the same formaton the .. sa~c form 
(would beJ an entirely workable proposition ••. ~ .". Other .. parties 
generally support consistency between' LECs. The LECS,. on the other. 
hand, reject'the'need for cost-tracking consistency between them. 
The report supports consistency between the companies as a."sound 
obj ecti ve," though m.aybe not "achievable. in every detail, .. or. 
immediately achieVable. . •. " . ,_, . 

Before we comxn"nt· on tho" partie,' views,. we turn .. again to 
generally accepted accounting principles.. . The APB. statement. 
(Statement No.4) is basic to the correct preparation.and.:,,:":, 
presontation' of financial statements', .in general,. and therc~~re:to 
cost tracking. While acknowledging that "( c J omparabil i ty i ;between. 
enterprises is lnore difficult to attain than comparabilitywi~in a 
single enterprise," the statement nevertheless endorses. . the , 

¥ " .. ,',I \ 

"desirabil i ty of achieving·' greater' comparabil i:ty (and, theref.ore 
consistency] of financial statements.". 

.-

However, the incentive-based NRF encourages management 
discretion and innovation. Management differences lnay inevitably 
produce some discrepancies in costs tracked'and in cost-tracking: 
results. so, While GAAPwouldprescribe uniform accounting methods 
and eliminate the use of alternat1ve"practices~ to- require absolute 
uniformity between the LECs would contravene our higher obj ecti ve'" 
of encouraging management creati vi ty. Thus, we adopt· the workshop,. 
position recoxnxnending consistency' between the companies;· but" 

, . . ' 

recognizing. that consistency may not be "achievable in·: every' 
detail, or immediately achievable'.'" .' . ' : .. :. \.-

- 1:4 - .... 



I.87-11-033 et al. ALJ/GAA/jft ... \ ~. I 
~. ' ," ... " . '- .~. ' . 

. , We realize that this. concJ.:u'sion ·leaves: :in:. ques:ti,on.,.where,~,. ", . - , . . 

consistency should rule and where differences , resulting £:r,oXtl.;. ".~ ' .. : 
management innovation, should prevail; .. , But our,' conclus.ion;,~reflects 

• , ,0, 

our view that the monitoring program generally, anQ,the:se~ice,: 
specific cost-tracking systems . specifically , ,shoulci:be, ,adaptable to 

, . . , . 

a chanqinq 'industry. '" , ',: : 
In GAAP's prono'llncementson financial' statements r -,the ',' . 

. ". \' .,._,. 
emphasis is on·'the user of ,the . statement. ,,' ''I'b.eopening,para9'r~ph, of 
Chapter 4, "Obj ectives of Financial:Accountin9' and,~ F:inaneial,~:,,·. 
Statements, of APB' Statement·~'No. 4, for· instance,' says.r:"~'I'h~;l:>~sic ' 
purpose of financial accounting and: financial statements '. is to 
provide quantitative financial information about,' a business.." 
enterprise that is useful to' statement users •• " •• ~., ,MY,,':' . > 

.• 11 

discussion of the neecl for consistency of' cost-traekinqstandards 
betweenLECs must, aecordingly,: keep in mind' the users:- of, .that data 

and their needs .:: " "',' 
The users of cost-traekin9'~ data will_ be. outside ,the" 

companies. "Cost>tracking isa requirement . imposed: on ".the,c,ompanies: 
not tor theirbenetit but tor the bonetit· o'!·, those who..-monit.or tor 
service-specific' 'profitability and for cross-subsidies or: ':",' 
anticompetitive behavior, primarily the' staff, of this Coxnm.i.ssion,­
Accordingly, the cost-tracking. systems of the- two- ,LECs,,,shoul,d .:. 
accommodate the needs of the· staff •. 

" .' I • ~~ •• 

And. what are those needs? Staff uses.service-spe~ific 
cost tracking primarily to monitor cro.ss-s.ubsidies between th~. 
respective'LECs' monopoly and competitive service .divisions-,:and to· 
monitor anticompeti ti ve behavior' by"the;LEC" lout ,not :to :compar~\: ',' , . 
costs between the two LECs(thouqhelues to cross~subsidization or 
antieompetitive behavior might be found :loy comparing LEes.'". costs).~ ". 

Differences, between Paeific and G'I'EC, we predict, will .. ,.,. . 
.'. ., '"' ... I 

become more evident as disaggregation increases.: At the " leve~ of 
the tinancial statement, we should expect close similarity., At. tlle . 

. ' .. ' .~ .~. -:.' ~" 
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service-costing:' and: tracking lo.veJ.:,::·, there :may well:· -be, ,g~eater 
d.ifferences.':,,' ". ";., " .,. , "'.' ., , " 

Therefore ,while we agree: w.i-th MCI~ s observation that the.;", 

LECs can' comply uni formly with other' fi-nane:ial 't'eporting.", .' :;' .'.', i ., 
reqUirements (among them, FCC and SEC reports)·, 'and ,can ,.ther,efore,. 
follow uniform cost standards, we do not agree that uniform.cost~ . ~,: 
tracking standards will produce comparable--thatis,'consistent-­
results, at' the service-specific'level •.. 'We agree,. in" other, words"" . ' 
with GTEC: HComparability between companies is retained· when 
monitoring oCcurs at higher levels, of detail aggregation.., The .. 
d.egree of comparability will necessarily decrease if, tracking is 
imposed on a more4etaile~ basis. H 

4. The Need· for Consistency' of . Costing 
Methodology Among Service categorics 

The report concludes that costing.xnethodologies:lnodeled 
on FCC Part 64 should be adopted for all three service categories. 
Only MCI and Pacific, in their workshop- ,comments, .address. .:this a 
issue. Mel says- HCACD has properly concluded. that·consi-stency, _ 
between 'cateqories is required'.H Pacifie, on, the .other . hand· (while 
apparently not disagreeing with. the'report'sreeonunendation..of.a 
method modeled after Part 64 for all three categories), expresses 
concern that Hadoption of a principle of ~cons,istency.'. ~onq,the. 

categories, in and of itself, without, considering, the effects-o,f 
such a goal, would improperly exalt form over substance. H.,'. Pacific 
maintains that we ·shouldanalyze the-unique regulatory--obj;ectives 
for each pricing' category and adopt appropriate cost,tracking 
metbod.olO9'ies to meet thos.e objeetives. H 

,: We will adopt tor all service:categories the report~s. 
recommendation for a methodology which follows the, .Part-64 cost 
attribution sequence, but, as described·in·.Section. IV.B.l .• , above, 
omits tariff imputation and- three-year. plant forecas:ting for. 
Cateqories' I and II. Like all of our findings, with regard,. to ' 
service-specific cost tracking, this adoption is subject to change 

- 16~ -', .. , 

, , 



I.S7-11-033 et al. AI:J/GAA/jt't "" , 
~ , ..... 

< / ... ~ 

as conai tions warrant. Th~ question-, i5, :.. shall, changes :bQ (!:,' >.; , " 

controlled by a general principle: of., consistency in" costing -.: ,--'~ ,,' 
methodoloqy among the three categories?'.- Or shall, they::be" ',; " 
eontroll~d by Pacific's logic" which ,would consid.er a. methodology , 
in light of its fit with regulatory' objectives? Theans:wer ,,~s that, 
both principles should be ,applied', with decisions cpming. only after 

case-by-case analysis. 1" " .. ' .. , 

c. 11>£ Date for Implementation or cost' Tracking, 
The workshop report states ,this issue simply: ,"Should. 

companies :begin tracking 1989's. costs of specific sorvices.,... or '" ' 

1990 ""s. ?I' Th'is 'issue stems from' several- parties' view,.. a,s ORA says, 
in its report comments, that "cost d.ata using" the adopted 
methodology'llust bo provicled for, '1989 in order for a reconciliation, 
with Phase III cost studies, .whichare based .. on1989rcsults o,! 
operations" (emphasis in: original) ... : 

We agree that numerical reconciliation between,"c~~t . 
tracking and cost studiesbased.,:on' 1989 ,operations~:,wouldbe '.I 
facilitated if cost tracking 'were, to begin· in.19S9.,But"w.~:do not 
agree that this is a requirement. We have noted that compariSOns 
of cost tracking and the cost studies. WOUld,' require only,that the 
effeCt of any existing differences' be disclosed., Since many." of ,the" . '.. ~ . , ' . -. 

issues 'relating to the Phase" III cost studies' are still un~ecided,: 
(which study lXlethodolO9Y should' be used, for, example}, wO::, are 
reluetantto precond.ition a.requirement that the cost studies 
reconcile' with service-specific; cost tracking and", ,from that 
requirement, infer the additional requirement-that. service-specific" .. .", . 

cost tracking :begin in19S.9·. '. '." , " " 
We 'conclud.e' that' service-speci'fic cost tracking lXlay_ beg,in, . . . ,. , .,. '. . ,~, 

in 1990 rather than in 1989, and find that the LECs should do so .. 
D. The Role 2t' FCC Rules andBegulations 

All parties agreed that the LECs should. continue to 
separate their operations between monopoly and competitive 
services, then between interstate and intrastate services under the 
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condition that they also· separa.te.,njurisdictionally,·,ser:vice~,. ~hich ... 
the Commission regulates but· which . the' FCC. has' deregulated. !~~., 
interstate purposes. The parties 'a:g'%'eed, fu:rther,; 'tha:t.: the 'IJ.::Cs:,.., ';~ 

would submit, by way of advice le.tter filing, any changes.:: for, . ' ':. 
intrastate pu:rposes in their fec1eral'cost- allocation· manuals tO,the 
Commission for approval. We adopt the workshop accord. 
E. The Level to Which Services Are to 

Be Disaggregated. for COst TrAcking, 
... 

No issue met with such universal disagreement,a~did the 
recommendation that Pacific and GTEC di'saggregate theirresp.~ctive .. 
businesses into differing levels for :purposes of·. tracking, costs w 

CCTA calls the recommendation' N'(tJhe' lD.ost. glaring. defect;.in~ . the . 
report ••• (an) apparentwi:tlingness.to . excuse· .... (~,GTE,C'): from. 
meeting keymoni to ring requirements;. .:.. . ." ORA" submits that :this ", 
finding (permitting Pacific and GTEC to .. track atdiffer,~nt ,l~vels ,. 
of disaggregation) is totally inaclequate .. " MCl .calls,it ,a 
"misguided -approach." TURN, says that :"CACO' s recommendation .. ,would. 
allow General· to ignore' the, Commission.'s order· (to· track co~~s: o~. a .' e 
service-specificbasisl~H" ., ., " .,,' , 

The problem with these allegations is tha~ nowhe:r:~ do~~ 
the report recommend permanently differinq .. levels of:. d.isaggreg~tion 
for the two' LECs. On the contrary., on page 20, .. the report· ,cites a. 

"'" b • 

list of Pacific's services. . This list· (whiCh,. is reproduced . in . 
, ...,'" • ',0 ','.. • 

Appenclix C' of the report) includes: approximately 160·, services that, .. 
" r, ..• '... , 

Pacific ancl' ORA' agreed shoulclbe tracked by Pacifi.c •. Referrinqto 
, ., . •• 0. '.. . 

this list', the workshop- report concludes:."(itl provide,s.- .:the, 
reasonable starting point for Pacific's ,service-specific ~c:ost ,.' 
traCking •.• • H Then, on: 'paqe 2-l;,,:..:referring:· tC>,a'.lis.t of GTEC 

... T· ... "', \ 

, ., .... :. ..' ....... , .. '. 
" , .. 

,. ,,- .. , 

, l •• / ' .. 
... .. , ".: .' 
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services (a list that ORA represents to:.'be' comparable., ,to the 
Pacific list), the report says " [w)'e :eonclude, as"we'd.:i:d ~ith 
regard to Pacific; that ORA's 'list' is'a('reasonable::starti~g point 
for GTEC's service-specific cost tracking ••.. '" 'Thus, if we 
assume that the two lists to: which the. report refers are comparable 
(an assumption that no one has challenged), the report~: recommends 
precisely the same' level of disaggregation for both LECs •. ' 

But--citing GTEC's present problem with tracking costs to 
the level proposed'by ORA--the report recommends that,"GTEC should 
initially track to the level it purports to be able to track with 
accuracy. • .,." (Emphasis ad.ded.') Th.us" CACO rocomxnends the saxne 
level of service disaggregation, for ,Pac'ificand" G'I'EC~ 'but 
acquiesces to a higher level ~f aggregation until GTEC is able' to 
comply with the recommended level. 

, ' 

We concur with CACO, and therefore we' will', accept 
different levels of disaggregation tor Pacific and G'I'EC tor the 
initial report. '" , 

However, we must decide" whether' or not' to:'adopt. the'~': six' 
themes governing the development of a' list of', services,·themes. 

~' . ' , 

which wererecomxnended first by ORA and then 'by th'creport;:·whether 
the recommended lev'el of disaggregation is 'appropriate; and:' whether 
GTEC shoul~ be allowed l1:s temporary' "stay* of compl:±ance, vith the·, 
recommended disaggregation ,and, it so, whether G'I'EC"shouldproceed, 
immediately to develop methods ot complying (the' report 'recommends, 
that this determination be left to deliberations between statt and,. 
GTEC). ""'" •• ,"',r <,' 

We will discuss each'ofthese~':questions~ ··':F:i:rst;.:;'sbouJ:cL" 
DRA's six themes govern,inq. the development ot a' list, otservices be 
adoptCld.? ' . :'; ',,'."': 

In our Phase II decision, we asked workshop: participants. 
to determine ,what should constitute i "servi'ee'.w", Aeeordinq<to the,.; 
workshop rC];>ortl ORA recom:mendcd' six themes,that, should be kept: in" 
mind: 

- :1:9";;' 
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1. Oevelopment ot.:thc listshould"tie ,to-
previous commission decision~. " 

,. , ~ " . 

, , 

2·. It should recoqnize that spe~ial monitoring,. 
can be undertaken as needed. '" . 

~" I I , ,I, "".', \. 

3. It should recognize" the limitations on the 
Commission's resources., ' 

4. It should keep reporting as simple as 
possible. 

s. It should recognize- that other ,proceedings , ' 
can acquire data" as needed. . , 

6.' It should reeogniza that monitoring is" 
retrospective and provides benchmarks for 
poliey, not for refined'analysis~ 

.'" j 

We adopt these themes as.ap~~opriate to, the d:velopment 
of a list of, services. However, they ar,e of little value if at the 
same tilne we also adopt a fixed list o('s.erviees. Rather';' the list 
of services must be subject to change'as conditions in'the 
telecommunications inc1ust:ry and its lI'Iarketplace change'.:'" Only then' 
does adoption of the them~s make 'sense: it 'gives staffa poliey 
basis upon which to work with ~hecompa~ies to make neectod.'" , 
adjustments in.the service tracking requ.irements:it recognizes' 
that future,proecedings--recategorizing services or adding"new 
services, tor example--can require data 'beyond'that required for 
cost tracking, and it does give an opportunity for'statf ancithe' 
LECS to work out problems "with, the procedures • " The report' 
specifically refers to the texnporaxy '" arrange~ent itrc'comxncnds for·' 
G'I'EC as one of those items that can be worked out with staff •. 

We turn now to the second. of.the questions posed above: 
Is the recommenclcd level of clisaggreg~tion' appropriate? ';AS 'we ' " 
inciieated, there woulcl be no point in our aclopting a policy'tor' 

. " " 

development.of a list of. services, the costs of which are to. be 
tracked., it simultaneously we set a tixed. list' ot services:i' " ,', 
Accordingly, we side wi~ the report language' thats'ays' that the: " 
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li::ots d.~velOpeo. by ORA for the two"LECs':are' reasonable starting " 
points. We see abundant 'potential :for moditica.tionof,thesoli$ts., 
as we go forward with incentive-~ased regulation. ,·We note- that in 
adopting the 'lists of services proposed. .byORA,-.CACO·',$UPports. ORA's 

Hbilled line item" critorionfor det~rmining a' Hscrvic::o",.to be 
traclced. We support the principle that· the costs of a service 
tracked ~hould be those by which the service is priced: .hence we 
support the billed lino item criterion propolllod :by ORA, a&\ a, 
general guideline in the development of ,services whose.. cost~ are to· 
be tracked. . ,,-

This present lcv~l of d.i~CJCJr~CJation will not sati,~ty 
those worlcshop partiCipants (BAT, eCTA" MeI) who arquefor _ ,rate-.. 
element tracking, but it will leave the door open for modif:icat~on .. 
ot the list to include rate-element traekinq of some~$ervic:es,. such 
as m.onopoly buildinq blocks, should that be found, useful •••. " For now,. 
we agree with ORA which '''rejectedthe' concept'that routine .. cost 
reporting and trackinCJ by evert' rate element is useful." '., .• '" 

That, then, brings us to the' final question posed above~ 
Should G'I'EC :be allowed its tempQrarystay of compliance.with ,the 
rocommondQd disaggregation and, if so, should, G'I'ECproceed; . 
immediately'to develop methods ot complying with the requiremont 
for the greater service disaggregation? 

In i tIS workshop- report comments, ORA' reminds us.' ot, our 
Phase II d.ict'Uln that, If'(i) f Pacifie or GTEe obj.ects to' the 
collection and/or submission of specific data or reports,suggested. 
in CACO's workshop reports, it shall",state in its opening· comments­
whether the data is currently collected and shall provio.e ,an. . ' ... 
estimate of the incremental cost of meeting theproposed,eollection 
or reporting requirements. H In its opening comments on the. ' , , 
requirement for a greater SQrvic~ disaggrogation, GTEC doa& not 
specifically object to collection of the data but does indicate 
that the data is not currently collected. For this lack, ORA would 
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" . '. ~ 

have us impose sanctions on G'rEC'"which"would i,nclude w,ithholdinq . 
• '0 • h ' .. '. 

(GTEe's) participation in the new requlatory .. fX:"-ll\cwork.,~ ',,", "'" 
'ro impose sanctions,.. we conclude" would require a finding' 

• , '" ,'. ,f '. ..... • 

either that GTEC does have the data',available and is refusing, to 
. '. ,.', ,., ," .. 

submit it orthatGTEC should havathe'data availablo and.is romiss 
in not having it. To find that GTEC does have" the da,ta iInplies a 
serious misrepresentation by~GTEC. ~o find that the c~~panyis 
remiss in not having the data implies that, it should. ha~e been 
prepared, prior to- the workshop concl'-lsions,.. to track to, the level 
of service disaggregation the report now recommends. Neither of 

,. -:. 

those would be' a rcasonal:llo finding. We therefore, reject, ORA's 
recommendation for sanctions.. ," First ,.,there is., no, , indica,tion that 

. ~,'. 

G'I'EC is being'less than candidreqarding ,the. data it, ,presel;ltly 
c " ~.' " ',. • • " I 

collects. Second, it is pertinent to note in December ,of;, ,,1989 (see 
ORA's workshoJ;> report comments,., Attachment,O,paqe ,$), . ORA, _, 
recomnuanded that "'service specific be;d~finedr wit~:-~sligl?-t 
modification, as the initial pricing, ,categories set.,in the, decision 
at page 154 .. 6 Page 154 of our, mimeo~ Phase II,dQcisio~~",sets ' 
forth a 'list of aggregated serviees,nearly,identical to the"list 

'" . ,'- ,', . 

GTEC says it is presently able to track. GTEC is, in other" words, 
. " I' ,,~ '. , • • : • • •. 

presently able and willing to track-the services DRA,recoltllT\ended in 
" ",. 

December of 1989. Of course" DRA is free, as is any of, the 
parties, to modify its thinking pursuant, to. workshop'discu~sions, 

• • '. L 

but we :find it unreasonablo to impose sanctions on: GTEC, ,for being 
unable to collect data at a greater level of disaqq.regation "than 
ORA itself had proposed as. recently as six months prior, to the, 
workshop. 

Regard'ing our requirement that the", LECs provide an 
estimate of the incremental cost of meetinq proposed 'coli~ction 'or' 

, • 't .. :' ,,~ '< .:.. I';:' 

. .' ,.' ." ~-' 

'~,' .. ' " .. 
,.;'.,l", .... } 

6 Alternative Requlatory Frameworks for Local Exchange Carriers 
(1989) 33 epoe 2d 43, 126. 
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reporting requirements, GTEcsays. only:"(SJ;ystemenhancements ... .to .. ., 
provide turther service disaggregation, will. be·twaluatad, •. N.. , ;. "'" 

Our ruli.nq on this issue is that GTEC should proceed wi~h .. 
all reasonable haste to collect the·d.ata for 1991 operations,totlle 
higher level of disaggrogation recommond<:ld. . '.' 

In the interim, GTEe should. track costs to- the'. aqqreqate 
level recommended for initial cost tracking in the workshop report. 
F. Tho Frequency' with Which Costs Should Be 

cal..<rv.la:tcd. RCCOrded. an(i·lnt.dc l>.vailab~ 

The workshop· report recommends that "the service-specific 
cost tracking procedures adopted by the Commission include: 
contemporaneous tracking with periodic (no less than ,annual) 
allocation measurement updates, (with a policy that 'would] allow 
for such interim allocations as staff migllt find. necessary, ~ut 
rocoqniz¢ that any interim allocationc .are cubjcct to annual 

; ! • , 

adjustments. H 
" 

Of the commenters on the workshop report, only ORA and 
Mel c:ri ticizo the roport on this is·sue. . ORA "dil5aqrees ~i th the' 
assertion that reliable financial. stateme~ts are only .prOdUe~d·~n 
an annual basis," while MCI,."recommends that. a monthly measu~emerit 
of necessary volumes and statistics that are consistent with":' 
Part 64 be employed." . . 

First, responding to ORA's concern, we see no implication 
in the report that "rel·iable. financial statements, are "only pr~duc£:~d 
on an annual basi&." A better eha~actorization of tho workshop 
report's pOSition is that interim., cost trackin9~ like interim' 
financial statements, must, of necessity, include some interim 
estimates which are trued-up . and made final at year en~ .. (General:· 
and administrative expenses and 'income, t~xes are exaxuptes' Of'~~~t~ 
not precisely known until year end, even though interim estimates 
may be quite accurate.) The interim financial statements of an' 
enterprise are .actual, in the. sense thattheyrepres~l'lt·b,e.~t;·· 
estimates,. not· pro forma presentations~ they are reliable, in that 
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they are prepared following generally:accepted accountin9":,,,) 
proccduro~~; and they ar~' t'inal, : in the sensethat,they; remain as, 
stated (unless certain material developments ,warrant their, 
restatement). Just so, as'we interpret,the·workshop,report,. CACO 
would. expect interim cost tracking by the. LECs to be' actual., 
reliable, and final. 

Regarding interiIn statements APB Opinion No •.. ,28 says: 
Interim financial information is, essential ... to" ' ' 
provide investors and other~ with timely,. ' 
information as to the progress of the 
enterprise. The usefulness of such information 
rests on the relationship that it has to the 
annual results ot' operations. Accordingly, the 
(ACCountinq Principles) Board has concluded 
that each interim period should be viewed 
primarily as an integral 'part of an annual 
period. 

Interim financial statements provide managementr:s best 
portrayal of the enterprise's proqress during the periodcovere(1. 
They are actual, reliable, and tinal but are lim·:ited by their 
subordination to the annual statement~ Users of LEes" interim'cost 
tracking data must be aware of comparable limitations on that data .. 
The costs tracked are actual, reliable, and final, but they must be 
evaluated in the context of the annual period. 

second, we respond to MCI's recommendation *thata 
monthly measurement of necessary volwnes and statistics" that are 
consistent with Part 64 be el1lployed'~N' 'The Fce's Part, 04'·. procedures 
require the LEes to file anind'epend'ently' audited- cost, allocation, 
manual. The manual sets forth" allocators ):)'1 which spe'cif:iccos'tS,.· 
or pools of costs, are assiqned respectively to, the LEe"s: monopoly' .. ' 
services and to its competitive services. The: allocatorsare 
adjusted periodically, based on measurementswhicharo·'taken 
biennially, annually, quarterly, monthly, or contemporaneously 
de~nding on the allocator :beinq set. The results: -ot, the· 
measurements impact the LEe"s operat'ions in a subsequent period,. 
qenerally the following month. Quarterly, theLECs>:report· results 
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to the FCC. We finO. this process consistent with .. the workshop 
report recommendation which requires "contemporaneous tracking with 
periodic (no less than annual) allo~ation measur~~~nt':'upo.a~es, 
[with a poliey that ~oUldJ allow' fo'r' such interim allocations as 
staff might tino. necessary. • • .". 

With the proviso, then, that service-specific costs 
calculated, recorded, and made available, at intervals.shorter than 
one year involve interim. allocations and,therefore must be 
understood within the contexto!· a~ual c~sting,periods, 'we accept 
the workshop report's recommendation for contemporaneous cost 
tracking with no less than annual allocation measu.rement 'updates. 

" 

V_ Discussion of Workshop II, 
Monitoring .Reporting' ReqUirements 

D.89-10-031, the Phase II decision establishing the 
incentive regulatory framework, contained a lengthy discussion of 
our requirements and expectations for a_monitoring prog~am.'our 
expectations are sllltlln.a.rized· in the fOll~~in9 parag,raph . f~~m" the' 
order: 

The monitoring objectives described in this 
section will provide the Commission and 
interested parties with necessary information 
to ensure the successful implementation of the 
adopted regulatory framework for 'Pacific and 
GTEC. Under an incentive-based regulator,y 
program, a monitoring framework with both 
periodic and point-in-time evaluation 
opportunities will allow us to'measure the, 
adopted program's ~pacts on utilities, 
ratepayers, and new competitors in the 
marketplace. In order to accomplish a smooth 
transition to the adopted regulatory program, 
we recognize the need to establish meaninqful 
measurement tools that will permit comparison 
of utility performance under the adopted 
program to our regulatory goals. 

We set forth seven regulatory goals tor monitoring in 
D.89-10-031: 
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'. 1. ' ''Oni versal' , service,. ,; .. '. ,i 
• oJ.I', 

, •• c ,.., 0 " " • ~ 'to. • .. , -" 

2. ' 'Economic Effi'ciency;" ,., ,~ .' 
. . ,.,~ 

" I ... 

.' ' 

,3." Encouragement of, TeChnoiogic'ai Ad~ari~e, I ~.... ,', <, ,... ,' .. , 

. ........ . ',' -', 

4. Full utilization of the Local Exchange :, , 
Network" 

S. Financial and Rate, Stability, 

6. Avoidance of cross-s~s:tdrzationand:, 
Anticompetitive Behavior, and· 

7. Low Cost, Efficient Rcgu:lation. 

(.r ..• , 

,~, ,. . 
"" , 

" ' 

\ ," 

For each of these goals, we set forth several specific' 
monitoring format requirements .. We noted,~at these requirements 
may not be all' inclusive and may needto,·be d.iscussed further in 
workshops. We view the monitoring plan as a dynamic process, a 
plan that should be flexible and adaptable as needs:forinfor.mation 

become apparent. 
A. Adequacy of the CACD Report':: ", ,,',; " 

The CACD Monit'orinq Workshop II' Rep'ort" 'was 'filed-: on.:, " 

Soptember 25, 1990. In 0 .. 89-10-031 we provided that CACO hold: 
workshops to review Pacific's and GTEC:'S current 'reporting 
requirements f~r" possibleconsolidatl.on 'or e1imina.ti~n.:,':.1jny 
additional reporting requiromonts, ,in'particular,thosClarising from 
pricing flexibility, increased intraIATA', competition,'and tracking 
of service-specific costs ,. were also to be addressed.' CACO was 
asked to describe each report curre~tlY provided, to', ~tb:e' 'commission, 
to specify which of theCommissiori staff use ther~port.~d. for 
what purpose, and to, determine whether the report; should: "be 
revised, consolidated with' 'other reports, or eliminated;·. 

, . "'. 

As required,. CACO rccol'LU\\cnded reportinqrequirements to 
fulfill each of the monitoring goals, and the r~port'eontained 
several ap~eI?:c1ices whiCh c1escribed. the current reportin9·· 

requirements: 
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Parties question. two . aspects, :of the report ::tha:t; :~ex:c ,.;not, ,: 
specifically part of' the mand.ate :f,rom"D.89'-lO~0:3:1, ·concerninq~:a 

computer link and proprietary information;.these a.re , .. ,addressed 
below. The 'issue of possible elimination of certain· current, 
reporting requirements is also, addressed below. One general 
recommendation by CACO is not challenqedby ,any party. We 
therefore find- reasonableCACD's recommendation.that two ,timely 
copies of each monitoring report be sent to' a central·location· 
designated by CACO. 

We find that the CACO report. is an accurate:· reflection of 
the workshop; and. that CACO has fulfilled· its designated, role ... to" 
describe the current reporting requirements' and. to· recommend ",to' the 
Commission a moni torinq proqram based on the seven qoals in., . 
0.89-10-03-l.· . ' '. 

Following are d.iscussions and conclusions on Worksh,op II 
issues, as defined by CACO. .' , . -" ,_, •. _, _ 
B. ~limination ot- current Reports, - . ':;,' ". 

Pacific -states that the report':s recommendations ,on, the 
elimination'of current reports are :"inadequate . and.: fai.l.to~,c.omply .' . 
with the Commiss-ion' s directive that the parties streamline,and; 
consolidate this information flow.where sensible·to- reduce·unneeded 
reporting burdens and to, permit the' clea;r:est possiblepr_esentation 
of the informationw" Pacifie~notcsthat.the report recommends.the 
elimination of "only" four current, reports. ·by Pacific. .~,acific. 

criticizes CACO for its position that it,-is, "extremely reluc1:a,nt" 
to eliminate any roport which 'ORA· recommended be continued_ ~. 

Pacifie asks-that the Commission "direct,CACO to turtheranalyze 
the reporting requirements forPacitic and-provide recommendations 
consistent with the Commission's desire to streamline'and. 
consolidate the information flow'where-sensible to reduce unneeded 
reporting burdens." '. 

GTEC'believes it provided sufficient information..,in, ....... 

supportoteliminating certain'obsolet4!.-and/or redundan~ r~ports .. 
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GTEC criticiz'es·the report·as .. havin9>~;"'succwnbed::to:;ORA"s,:,:anemic and 
uncritical an'alysis since-it recommends.that GTECcontinue-,,~to· 
provide several of the reports for--which:GTEC provided ample 
justification for their elimination." ·GTEC. argues-, that ORA,.d·id . not 
present justification for continuing -these ,reports,. :but'~simply 
argued that all current reports' should continue until the scheduled 
1992 review of the new regulatory framework." GTEC also: provides 
its rationale for the elimination of certain reports. ." 

DRA states in reply comments that it has provided 
individual justification for each'report'recommended for retention. 
DRA aqrees-: with a GTEC recommendation that . the Commission:" should ,_ 
again consider streamliningreportinqrequ'irements at the.scbeduled 
1992 review. 

Low cost, efficient regulation is one of the goals:,.we' set.' 
forth for monitoring- Pacific in its workshop s\ll:)missions 
accurately reflected the intention of this goal. ,Onthe",:,other 
hand, we are committed to an effective i-and completemon'itoring: 
program. To some extent, th:eso goals conflict. The report comes 
down on the side of continuing· all reports for whi-eh there-·isSQme 
justification or at least no consensus on ·"their discontinuance. 
While GTEC correctly notes that ORA ',did not provide- a·specific 
rationale· for eontinuation of individual'reports at the· workshop., 
the report notes that DRA did' provide this analysis .in its:" 
comments. 'l'hereport states: NWhileCACO would have'p:,efer;z::ed, that 
ORA present its justifications at an earlier date",:,this., information 
from ORA only serves to reinforce our recommendations." 

We concur on the reports'recommended by·CACO.for, 
elimination as well as ,those recommended: for continuation, ~-with.the-,­
modifications' discussed in this order. '. However, as stated :abover: . :: 
we see monitoring as a dynamic process; over time, ,we ,expect . :-, 
further reduction and consolidation of monitoring"reports.; :Of the 
over l20 reports that the report recommends for, continuation for 
Pacific': and. the 26 reports:' for GTEC;" there' are--very likely: some, 
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which 'will not 'be used :tn'thefuturer::are~',reClundant,;or a:r;e no, .. ' , .. 
, ' ~ ,J ~ " I I • 

longer worth the time and. effort-to-':compile.,. We. note ,that Pacitic ',_" 
~ )."'.' 

itseif recommend.ed e l'iminat ion' of only. 20,' existing.reports~,'-While, 
ORA shows a'need for each of the" 20 reportsrecoxnmended tor.~. 

elimination by Pacific, we anticipate that the:maturinq· of the,new . 
regulatory program. will satisfy some' of these needs •. :: ,.See· : 
Appendix A for a list of the current reports supplied by. Pacific, 
and Appendix S' for a similar list' otreports provided by GTEC. 

This order adopts a monitoring' program-. which.eli:mi.nates 
few current reports, and adds over 40 newreports.-' While, the. 
record supports this outcome', we' are very'disappointed to see ~so 
little streamlining and consolid'ation_ We are- committed ;to 
streamlining the reporting requirements. for Pacific.and,GTE~,o~er 
time to only those reports with clear value. Of particular _ concern. '. 
to us is the fact that, unCler this monitoring program, Pacific 
will still submit 127 reports to various divisions of this 
Commission. We recognize that some ot these reports are required 
by our General OrClers, or are submitted to us only after a 
particular evant Occurs (a service failure, tor example, or because 
a standing report is revised). We also recognize that some o·f 
these reports either are not prepared by Pacific, or are prepared 
by Pacific for internal purposes and copies are simply provided to', 
but not prepared specifically for, our staff. We realize that 
these reports are provided not just to ORA and CACD, but also to-
the Safety and Executive Divisions, including the Office of the 
Public AClvisor, and the Consumer Affairs Branch. 

To further progress towards the goal of low-cost, 
efficient regulation, we will require CAeD, as the administrator of 
the monitoring program, to issue a written assessment on the 
program at the commencement of the 1992 review. The assessment 
should explain who prepares each monitoring report the utilities 
provide to our staff, and what purpose each report serves for the 
utility and our statf. ORA, the Executive Division, the Safety 



I.87-11-033 ct ala A1.J/GAA/jtt ," "'.' 

Divis.ion~ the PUblic ,Advisor'·s Office" "the consumer Affairs.Branch" ~ ,~' - .. .... '- .. -.'. ' 

and the utilities, 'shall provide to'; CACD, the information" it. needs to " '. , ., \v ~~ ,~_ \ , " ,. ". ' 

compile this assessment. 'In its assessment,. CACDshall,recC?nunend., 
to th.e Commission· which reports, if ,.' any I should " be eli:m.ina ted. , 

, ." \ "'" 

c. lWD.,!al Results of' Operations Report :' ~'" I 

The report recommends that GTEC :be rcqu.ircd to ,submit a 
Resu:lts of Operation (R.o.)'report that parallels. Pacific's", ,or 
that is similar to- the R.O. report, from GTEe's last rate,case. 

, ' " ' 

This report would provide a detailed"view otthe ,resultsot 
operations for GTEC from both the f.inancial and. operationa..1 , 
perspective, as well as comparative operational. statistics .and 

• " I 

summaries of maj or commission decisions" impacting, the coxnpany, •. 
, , ,- , 

This report "would providemonitorinqinformation,in a .format nO,t 

available 'elsewhere. 

r:, '., 
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CTEC argues th.at this recommendation implies,tha.t ."the " 
.' .:, , ,t'" ' '. I'"!.' l 

many reports wh1eh GTEC currently submits ,-to the; .com.m.iss.;.o~, do: not 
supply sufficient informationto'evaluate the company'sf-ina1?-cial 

• .,' "~' • t " 

and operational performance.;. ,G'I'EC cl~imslfthis conclusio,n, is . 
simply untenable." . '. 

G'I'Ee states that all or most of the data in. the .. R.O .• is 
, "-,,' ,-, . 

available in 'alternative reports thatGTEC willprovide,as.pa~ .. o( 
,. __ ,,' c , ',,' .,'-, ,. 

its monitorinq plan, and that the-information not.availa)jl.e. from 
, .' •• j '. ," ." i 

other sources His primarily mathexnatieal in nature,.. and, , ~~. of 
value to an interested party, could ~edeveloped.~y.th~tpa~y 
through its own calculations. N , 

MCIin reply comments counters. that the, utility" .~nd not 
third parties, should perform My necessary mathema:t.ics., MCI 
states that' Hit would appear, that the,,"R.O. RQPort,~, recommended, ~y 

.. ,' . ,- "'".\, '. 
CACO would involve minimal work in development.and,thus sho:uld be 
compiled. M,. ': 

The report recom.mendsthat Pacific provide the .R .. O •. , . "",. , 
report as well as GTEC •. Althouqh Pacific"proposed ,its elimination . " .. , ;". . ... ~ 

in the workshops , it clidnot rearque its; case in. comments .. _. 
• ,'. " ,'1" 

As' discussed above', we will not reduce. :the reporting 
requirements tor the LEes further than the recommendations ,of the 
report at this time. However, we urge the parties to dis~~ss 
further streamlining and we are committed,to streamlining. the 
reporting' process in the future. 

The R~<>. report tor GTEC would contain.info~at~0%'l .. that 
has previously been compiled,. that. in '"i ts.entiroty is. not." touncl 

• ,_. ',." ., I. ". 

elsewhere, and that several parties in.the, workshop claimed is 
• ,. ' '-.. • •••• c 

crucial to effeetive-monitorinq .. ,Therefore·, ,we :find that, the 
. '-". ., .. ' 

Report"s 'recommendation· that CTEC compile anR .. O.". rep,o,rt, .is :. .~ •. , I 

reasonable. ' 

. "", , . ~ • c .. +" 
" ~ ~ •• _. ~i 

- .,' ' •• J 
\ .... , .. , ... ..:; .. , ' 

''''''', '-, 
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, ene' and 'Pacific'obj:eet: .,to 'CACO'~,s ,.recommendation .:that ., 
Pacific'and'G'rECshould develop:thehardware,andsoftw:a;e.~~~~s~axy' 
to create a computer link:bctween' CACD" and the ,two,LECs.' ,',' ,~', ," . ' ' 

• < \ '." ,..'. !. ,~, 

The Report expresses CACO' s intention to dcv:elop, .~~.' 
proced\lres to implement the LEC 'monitoring program •• , CACe .. believes 
such 'procedures may inclucl.o' a' system to' track timely recEdpt of 
reports from LECs, computerization of 'certain monitoring roports 
for analytical purposes, and. possible revision of, 'monitoring, ".: 
reports to enhance their usefulness·. ··CACD states., its.. in:tention to 
develop such procedures in consultation' with Pacific, and, GT~C •. 
Specifically, CAce believes a computer, link between. CACD· ; and the 
two LECs is i1Uperati ve for a v ial:> le monitoring pr:ogram and " 

, ,., -, .. ' 
reconu:nends that Pacific and; ·G'rEC should providetha nocessary. 
hardware 'and software. ", "', 

Pacific obj ects that this issue was not discussed ,at .. the 
workshop, that Pacific has notroceived,oany furthQr,:,;dctails ot 
CACO's proposal, and that CACO's recommendation is far beyond the 

, •• , I, 

scope of the monitoring worksbops. In compliance with,.Ordering , 
. . , \,- ',,' . ' ~ ~ 

Paragraph 19 ot O.89-l0-031,Pacifie "conlSorvativclYflt;ti~atcsN the 
cost of CACO's 
$1.7 million. 

GTEC 

recownended' undertaking to be between. $400",0.0,0 ,and. 

"strongly objects" to the CACO recommcnc:1atio~ " 
"" ",' \ j , 

because the issue of direct computer l'inks was notrai~e~ during, 
the workshop, in the Phase II .hearings ,or in, anycorresp,ondence 
that preceded the 'monitoring ,workshops •. GTEC .cla,ims. th:at,;:.?c 
adoption of this reeomm~ndation wouxd be "an unconstitutional 
denial ot both sul:lstantive and. procedural, due process o,t l~w~" 
GTEC also states that the- absence of "a. computer link is "n~t ,a .. 
threat to the monitoring process. Further, GTEC is concerned that . " 

the creation of a computer link may raise serious privacy and 
security concorn&, including unauthorized access to proprietary 
information. GTEC also cites Section 1822(t) ot the PUblic 
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utilities (PtT)"Code:- "TheColnl't\iss'ion';shallnot':requi're.a ~,ut:i:li,ty 

to provide a :remote terminal or other direct physical, link '"to th~, " 

computer systems of a utility· to a third party." ': ,", 
Not directly 'related to the computerlink'question,; but 

relevant to the issue of CACO's authoritYr are comments by. MCl. ' 
MCl questions CACO's authority to- revise reporting requirements for 
monitoring-, with the statement: "Revisions to· monitoring,' reports 
can only be executed by approval of tho commission after 
appropriate proceedings have been conducted 'and necessar'Y' 
Commission approval received~" 

CACO is the arm of the Coxnmi&sion WhOSlC, d.uty it is, to' 
enforce compliance with Commission deeisi'ons. CACD, is also one of 
the two' arms of the Commission responsible for evaluating.', the 
monitoring- intormation. We have recoqnizodthat thomonitorinCJ, 
prOCJram should be flexible and' adaptable as the need for 
information changes. Therefore, CACD must have the ability: to­
arranqe tor the specifics of, how information i's qathered:by the, 
Commission for effective monitoring .. Even Pacific'characterizes as 
IJ'helpfullJ' another CACD recolr.:mendation for, compliance, with, the" 
monitori'ng proqraln: the recolnl't\endationthat Pacific and GTEC,' send 
two copies ot all moni torinCJ information to· a central location" , 
instead of todesiqnated, but scattered' individuals., 

G'l'EC's arguments are unpersuasi ve • The computer '"link is 
merely a taster and better means ottransportinq data ,to ,and" trom, , 
CACD by Pacific and G'I'EC. This same' data would', otherwise:'be sent. 
by us mail, or by facsimile, or in some eases ~y voice' over 
telephone lines, with the possible introduction:of errors. Access,' 
to monitoring information can be strictly eontrolled:the,< 
commission regularly receives and protects proprietar'Y'inforxnation, .. ,: 
sent by the various regulated utilities under PU Code § 583. As 
for Section 1822 of the PO Code, clearly it applies only to, access 
by third parties, not ~y commission staff. 

We find that Pacific and GTEC should work with CACD to 

set up the: ,computer link as :r;ecoxnmendcd, by: the report'.. 'We'\ note 
" ' - .. 

- 32'- -' '" 
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thatPacitic already:provicies,theconuuiss.ionlixnited .. ,acces,~ t,o .. its. ,.,,: 
computer . systems with, for example, .the~Revenue.Requi:r.cment"a.ncl..:,: 
Profitability Program (RRAPP) "used to ·compute.the CPtTC .. :x::e.gulato~, 
costing conventions required for product tariff . support. ,,::~e also 
note that, as communications companies, Pacific and.GTEC Sb~uld,not 
have difficulty in setting up direct·conununica:t,ions links,with.the. . . '. , 

commission for monitoring ,purposes· .. , 'As,;tbe cost of" these links is 
... ". ",'. '". 

exogenous (i.e. utility management should not have.a. Ch()icc.about 
whether they 'should :be set up), Pacific and GTEcxnay,.recover the 
one-time costs of setting up this link througb, a Z-fact~~7 ... " 
adjust~ent in the next price cap filing·. We stress that:. ,this 
computer link should be used:, only for access by. CACO anclORA.. 
(except that hard copies of nonproprietary information maY:"als.o be ,,' 
made available to third parties) .' 

,'.' " 

We 'disagree with MCI's view. that the utility can revise ' 
',' \.' 

the monitoring. reports only with commission approval.. .CACO., as the 
compliance arm of the Commission, is .tully empowered to."implement :' 
the monitoring program. This. includes, minor ~evisions,ot roporting'., 

,. . ~ 

requirements ·ordered by this decision., If staff can seek 
information, it can change the request.or. eliminate it .. ,It,McI or, 
another' party believes the monitoring program.sh.ould: be changed,. we 
have expressly allowed them. to' file a petition in I .. 90-02-04.7 (the 
HForumH OIl) .. We'will expect CACD, to continually, improve,the day­
to-day administration of reporting requirements ot .. the monitoring 
program including any modifications necessary. to assure that the 
monitorinq requirements adopted berein are fulfilled.. .In addition, '. 

, .", -,,' . 

CACO retains full authority" a~parto:fthe Commi$sion~,s, staff, 
under PU Code .§§ 582 to 584, to obtain any information, tromany 
utility, at,'any time .. 

,,' 

'", I., 

,'.' .. '--. 

.,. '",' " ~ 
, ." 

~ , ' .' , ,. ' .' 

',,- " I ~ l : " 

.' .", 
, .', • ; .~ ',' ~ f", • ~ .,'; 

7 The" HZ.:.taetorH
, is part,' of, the", .indexing method. for'c',rate,,! changes, 

adopted in D.89-l0-031. The HZ-factorH is intended' to" a'ccount"for' 
exogenous cost changes beyond the control of the utility. 

- 33--
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Several parties coxn:ment on the :.report' s.:.~discussi~n:: o·! 
access to'proprietary information,'particularlythird:-:-party access 
(parties beyona. the'" LECs ana" the·.Conunission·.,staff,), .• ·• ·.The:. report 
docs not take a specific position on, which,intorltl",tion·is. i 

proprietary, or on which third parties are entitled to. acces~ to. 
such information. The repo.rt does discuss the current means by 
which third parties can ",ttompt to o~tain such informatio.n·; these 
include attempting to signa nondisclosure agreement, with,.the LEe, 

filing a Mo.tion to Compel Pro.duction' (o.rsimilar ·.motion)·:~,and 
! il inq a petition in I. 9 0-02-04'7 (the "FO·rum". OI I)t~'aclcix:es$ 
conunission policies regarding access to pro.prietary informatio.n. 

A number of parties believe that access.to. proprietary 
intormation shOUld: be either more or less difficult, than, . is.. set 
forth in the report. The report, however,. merely. discu$sed the 
current avenues available and' cUd not' create' any ,new·avenues or 
close any existing ones. In fact~ .the report specifically states 
that the topic of access to proprietary intorxnation wa~ not ' .• 
addressed at the workshop." .... -: ., .. 

". ~ 

The issue of a.e~iqnatio.n of utility mate:r:il1~· .. as: 
proprietary,' and acce&s to such' intormat1on,.ispriznarilY,a legal 
issue. As SUCh, CACt> was'correct in de.ferrinq thiS:'top·ic·at the 
wo.rksho.ps. However, the issues related 'to proprietary: intormation 
in the monitoring program are crucial to consider'at·thistime. 

Instead of going through the various arquments,by the 
parties and deciding on an appropriate- findinq in this. opinion,. we 
shall propose- a mechanism for access to information,base~.on., 
existinq PO Code provisio.ns.. and past Commission deeisions. .... Becaust\, 
this issue was not ciiseussed in the- workshops,. the pa::ties... have. not 
had a chance to- comment on our proposal. We will'cotherefore allow 
tor a limited. hearingund.or the mochanism·wo propolSo. 

PO Code sections. 5S'S,. 1822', 1823-, and 1824 implelncnt 
AS 475 (Moore; Stats. 1985, Chapter 129'7) concerninq a.ecess .. to 
computer models and. certain other information. These.sec.tions 

__ outline the rules for access ~y the Co.mm.ission staff~and·third 

- 34 -
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parties in Commission proceedings. D. 90-11-052 se~,.£o-r:"b:;:-further .. :'. 
rules f'or·-Tappl:i:cation··o!~,·AB~·"475-~ "".: .. >''','' ':' . "~,,' .:',.,,(,,!(~ _:,~::~»t,',~,,;.,: 

, " ' We" propose· to apply these AB .. 475., rules,.:in::this,~proceeding-, 
to. clarify the issue ef' access te'~mo.nito.rin9 informatien .. ,,:,,; , 

AB 47S is intended:, to., apply' as .foll-ews,according;t~ 

Section 585: 
H(EJvery'public utility and.:busi·ness specifiecl- .. , 
in s$O.ivisio.n (b) shall in any rate proceeding 
er preceeding establishing a fact or rule' tha.t' 
may influence a rate, I previde the cemmissien·,:,,·, 
with access to. all computer medels, aS,defined 
in Sectien 1821, which are' used by tnat public' . 
utility er business· to.· substantiate the·ir ._ 
shewin9 in the proceeding. H 

-<'. '. ' 

This section clearly applies to-. Cexnxnission. sta,ff" access 
to. infermatien. This issue is net in,dispute' in.. this-preceeding: 
we will net change any previsien' that .' allows staff· access-, to. 
utility info.rmatien, either proprietary or, not. .. " 

access 
The relevant part of section 1822 (a) that·applies,to 

by third parties' is as fo-llows: '.',::,,' 

"Any computer medel that is the basis. for ,any 
testimony er exhibit in a hearing or proceeding 
befo.re the commissien shall be available to., . 
and subject to veriticatien by, the cemmission 
and PArties to. the hearing or proceedings to 
the extent necessary-for cross-examination or 
rebuttal, subject to· applieable.rules of 
evidence ..... " (Emphasis added.) 

In order to determine if this section is appl,icable to. 
moni toring, we have te> interpret seme of, the terms.. ,Much~ o.f thi,s. 
interpretation has already been Clene in' 0·.90-l.1-052. The; :term 
"proceeding''' is defined in RUle 74.2 of the AB 4-7·5,· rules ,.as .~any 
application, investigation, rulemaking or complaint before, the 

commission." "Computer model" is defined in Rule, 74 •. 2 as:: "a. 
computer preqram created to, simulate er etherwise·represent. some 
physical'phenomenon or utility .:function, by using: input data and 
producinq' output based'on these data .. ", 

While'monitoring intor.mation is clearlY,,"part, ef,: 
I.87-11-033, it is less clear that all menitoring information can . 

- 35- -
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~ defined as computer'models..': Further.; we do--: not spec'ifically 
plan any further hearings relative to monitoring- at· this~:time. 

Ther~fore, AB 475-· rules do 'not:apply directly' to; 
monitoring' information access... However, -we -do, propose tbatthe., 
general concept ot access deseribedmthe AB 475' rulesC:be ,aciopted . 
for third-party aceess to monitoring information. ." 

Access to monitoring. information by thirdpa·rties. was 
anticipated by I.90-02-047. The order states: "As ·aresult .. of·,. 
review of data or reports gathered in the xnonitoring::prog::z:oam, 
parties may file a· petition questioning' adherenceto~the . .'. ' .. ' 

comlnission's monitoring goals established in 0.89-10-0'31. •• " 
Since I.90-02-047 $opecifies that "telecommunications customers, 
eompeti tors and interested parties may f ilc . peti tion$" it is clear 
that third parties were exPected to have access to'monitoring data. 

FU~er we have stated above in this. opinion. that CACD 
will make nonproprietary intormation available to third parties in 
hard-copy form •. The concept in I.90-02-047 concerning access 
should apply to allow third-party access to nonproprietary 

monitoring intormation. 
For alleged.proprietary information, we again look to the 

AS 475 rules for CJ\1idance. Rule 74.7'of.the·AB 47S··rules regarding 
Confidential and Proprietary,Intormation,stat~s. as tollows: 

NEach sponsoring party who objects. to providing 
access to any computer model,. data base, or 
other information which is used in a computer 
mod.el pursuant" to this article, on the~9'rounds 
that tho requested material is confident·ial, 
proprietary, or subject to a licensing 
aqreement, shall tile a motion for a protective 
order. The motion shall be tiled concurrently 
with the service of the testimony or exhibit 
which is based in whole, or in part, upon the 
matters to be protected. A:r1y party may file 
and serve an answer to the motion for a 
protective order within lS days after such 
motion was served. The assiqned administrative 
law judgo, for good cause shown, may make any 
ruling to protect contidential, proprietary or 

- 36 
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licensed. information' froll\:. unwarranted- , 
disclosure." ... 

c'?' d',". ," 
:"". ':1.- ,0,:" ,'" 

Ih this: spirit" and' consistent-.with current,; Commission 
rules, monitoring information., like",most ,public, utility::t:el=lorts. to, ;',: 
the Commission, is open to 'public inspection .unlessaprot~~tive, 
order is issued.. Accordingly,. we will prescribe the following. 
process for the LECs to obtain an order,orordersprotee't:ing 
p;,.rticularly private data they want, to': hold proprietary under, NRF: 

1. LECs will have. 60 days ,from the' effective. ~ 
date of this order to file motions for a . 
protective order covering ijata or reports 
they consider proprietary. During these 
60 days and while these motions are 
pending, we will consider all monitoring' 
information designated proprietary by 
Pacific or GTEC to be proprietary and staff 
(wh.ich must receive all monitoring reports' 
and which always has access to all LEe data, 
and reports) is instructed to respect the 
proprietary nature of the material. 

2. Following the normal procedures, and giving 
an opportunity for other parties to file 
answers to LEC motions, determinations as 
appropriate will be made on the motions and 
staff will release material to interested 
parties accordingly. 

3. Pacific and/or GTEC may in future years 
file.for additional motions,for s,imila.r 
protection. All d.ata and. reports which. we 
originally determined nonproprietary will' , 
remain nonproprietary" however,. pending 
outcome of such additional motions • 

• ,1'- '., 

'" ,I /' 

-, , 
I 'j", '. 

,"+1 '. 
. I. .. J,i,', , 

S The LECS may requ:ire. that~ parties.s'±gn·a: nondisclosure 
agreement to obtain any material on which the'Comm1s's'ion,~places a 
protective order. 
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. 4. ·'The· assigned' adm:inistrativQ" law' judge ' 
(AU), .for good ,cause shown., maY·t ... at any .. 
time, make any ruling to' protect . 
confidential, proprietary-, or' 1 icensed' .' 
information fro~ unwarranted.disclosure. 

. ."\' ... ', 

. , 
, .' 

'Pacific ana G'I'EC are admonishea not to· abuse' the, :proccss, 
and to ask protection only where revelation'ofinformationwould 
cause si9nificant and irreparable harm.~ . ,. 

In essence, the utilities will have an"annual opportunity 
. to identify reports that should be kept proprietary-' and to':'provide 
justification for that request; the60-day. period followinq.:;the~ .. ' 
effective date of this order relatos to, reports that will' ,be,filed. 
during 1991 and' until the ut'ilities, 'if they choose,,::xnake a motion' 
during 1992·. We strongly prefer· to·, handle\this motion,i'f,-needed,.· 
on a consolidated basis rather than with .regard to, one ora',fow· ... :­
reports at a time~ the utilities-may wish' to coordinate, their.,:. 
motion with- the delivery of the bulk· of: their reports in ~a~"9iven 

year. 
,or! ',"'" ,)' ...... ,' 

Just as we condemn the indiscriminatecharacterization-O'f 
information as "proprietaryl'*<we' are-determined to avoid :al:>use'of .. ~ , 
our discovery process. To this end" parties soeking access .. to 
information 5ud9'ed proprietary must demonstrate' that: the 
information is' relevant to establishing 'a fact or policy contention 
before the Commission in a formal proceeding., . 

", 

·VI..;. Specific Monitoring Bequirgents.· 

'l'he bulk of the report 'is ac1iscussion o~ the _specific -. '.' ':. ,. 
reports recommended by parties to be· used' as' the moni to~ing:" .tools -.' 
designated in 0.89-10-031, and recommendations by CACO,'as to:tbe,; .-" 

", ,~ 

appropriate reports for each monitoring tool. 

: ,j: ,' .... , \ ,1,· "', ,.' :; " ~ ,':-; .:":.~ 

.' ~.' 1"'~, u ' : ;.,' 
: .. ,: 
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A nWllber of the·.reportin9':·reco:mxnendations ... bY,:CACO,\were 
not disputed. This shows' a commendable:; effort: by the: parties to 
reach consensus on reporting·' requirement~ ~s' well: a~'an::' admirable 
job by CACO in se:'ctinqforth H' pract'ical: ' recommendations'~ We accept 
each of these 'recommendations. ·.We· ,will discuss in this opinion 
only those i texns that are' contentious .. ,All recommendat.ions not 
discussed in this opinion are undisputed·and are hereby:aclopted. 
A. Haigr ·SexyJ.ce 'Interruption~ . , , . 

The' report recommends' : adoption 'o'f . ,the proposa~s:: of ~ G,TEC·, 
and Pacific,. but aqrees with a'.·ORA proposal.that· GTEC,'s summary: , 
report should ):)e issued monthly (as Pacific proposed):,in~teadof,: ,. 
quarterly (as GXEC proposed):.... The ,report's justification· for.,th.is 
recommendation is that a monthly summary would be more,:in line', with .. ; 
the Comxnission.'s directive in 0.8,9-10-031 that, "special;··a'ttention 
should. be directed' to any signs of service' diminu:tion." .' 

. GTEC arques that a ,monthly summary would no:t p:r::ovide a 
new measure of service quality since Hit would merely summarize 
information- already contained' in· ,the, commission,'s files •. ".: ,G'I'EC 
notes that it currently-reports. ,to-the ,comm.-ission each· major:,. 
service outage as it occurs., -' "'" ',-:., .'.i." 

As we expressed ·in,D.89-10.-,0'31:" the· .potentia1;, ,for .;-:r:educed" .' , 
serv'ice is of major concern to'us, and to. ratepayers.· Any .. ,:.::.,:." . 
reasonal:lle request for monitorinq.,information ,related 'to,:service ,. 
quality should be given serious consideration. We find little in 
GTEC's argument to support its claim-that, "'(mJonthly'reports ••• 
make no sense Whatsoever," especially qiven that Pacific proposed a 
monthly report on the ,same. topic. . We.finel·the . CACD .rec.oxnmenClation 
to be reasonable 'and appropriate.· 
B. Qual.ity DIlprove:ment:and ~ '. '::.:'.~~'_., ,~ ." .' 

• ,.J" 

COst-Reduction Program~r:'. _.. .... . ... 
" '~ 

..,. "'t''',', ......, ..... , ~. 
• '_. .... .' I. _ ~ .,." ...... ~ , 

~he report recommends that both Pacific and GTEC make 
information about quality improvement and cost reduction programs 
available both on an annual basis and upon request. For GTEC, the 
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annual report would include, at a:'xnin±muxn;;:a'summary,",Qf~th~;",\;, ," '.' 
relevant' information from, the capi tal"budgetsUllUnary-;' '"':le·llow 
card," (quality of 'service'· report) : and,'Ceneral'Ord.er, l3,3,~A, reports,.·-
plus a s'Wtlltlary 
over the'year. 

G'I'EC 

of any information'requested 'by', Commiss,ion statf,,~: 

argues 'that this recommenda.tion woUld ,require., CTEC ' 

to summarize' reports that are ' themsel VetS; sultU\\ari'eso! eox:tain data" 
thus creating a redundant report." GTECstated.' at, the-, workshop: that, 
other information, is already, available" in, ,eristinqreports :which, 
they would provide upon request.',~" '.' 

We find that GTEC' S' offer: to :make the" relevant '., 
information about'quality .improvement and cost:reductionprograms 
available'upon request is reasonablcAnd'will provide an. 
appropriate level of lnoni torinq,.;' 
c. Public-q;inion' (SUbscribel:s ,and 

Nonsubscribers) SUrveys.. on 
T~lepbone krvicc AtfordaRility 

,," .. 

.. ' :. ~ ,I 

"':,;'., .,:':. 

'I'hereport recommends that ,.both ~acific and G'I'EC ,conduct 
a study of telephone se~ice. affordability.'.The,repOrt sU99'est~ ': 
that the LEes may work, with out~id.e vendors,'ma'y coope~~'te with 

. . , ."" , " , " .. ,' " .. :'~' ",' , ' 
each other on the survey, and maywork.with Commission statf,. 
including the Public Advisor's office (if practicai). They should 

. , . .'. } .. ',,\ . (:' ...... 

have a mechanism to allow other interested parties to participate, . , . ~ " 

~ ... ~.. , ' 

as well. . ' 

, G'XEC comments that this recommenclation .. ignores,'ORA's, .' "", 
• ., ' .. ' • , '. > ,'I" j' .. ,. • ': .' , .'. 

proposal, to undertake the survey.and.,., instead, pla,ces the,.burdon on 
the .. LECs. GTEC states that Hit is notunreasonabl~ to'expeot"th~ .: ; 

, • , , ' •• ' ,,"-; , ., ""]1'" '" ;,' /; ,t • "'.,' 

commission staff· to: conduct its own. independent surveys to insure 
customer. access. to. affordal:lle. teleph~~e servic~.~ ... ·'_,' . ,.,",: 

Our only concern, is that this monitoriIlg' g<:>~i- be- '. ''',' 
", .. ~ ,~ , .. 

accomplished., ,We find.· the report',s recommend.ation .rea's~>naDle,but· 
if the LEes find that ORA is;willing to take, on this'ta~k~'this is '. 
also reasonable and the part:ies sh,ould, notify CACO of the. chang~: " 

", 
" 
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.' G'I'EC' statesthatther:report:.mistakenly cha:t"acteriz.e~.:" 
GTEC's position, concerning rosearch' ana, development "intormation.. " 

, '-- .. 
GTEC states that, contrary to therepo~'s contents,GTEC "does,not 
propose to include the rationale and drivers for [R&D projeetsJ ' 
since such a reportinqrequirement suggests that,' G'l'EC is:, under some 
obligation to justify its investments ,in these projeets~" "Further, 
GTEC states that '''[s.]ince the Report reeonunends the adoption of., 
G'l'EC's'position, the tert of this section of the Report should be 
revised to correctly state GTEC's proposal·~ ...... " . 

We believe that the report· may have- inadvertently 
misstated G'I'EC's.position. G'I'EC' . specifically stated.· that "in. the 

',' "" • , -, j 

event G'I'EC undertakes an R.&D project of $1 million or" 9':re~ter,." 
information on the project will be provided." GTECdi,d not, specify 

what this information would be.. ORA., , in.~:its. workshol?:co~ent~,.". 
reported that GTEC would break down investments' by' thefa.ct'ors· . 
(description, dollars, title , rationale, d.~iver): li~teti' iri" the 
report. While Pacific agreed to this breakdown, GTECdid·not. 

However, the report cUd not recommend the' adoption ot 
GTEC's posl,tion, but ""that the proposals of thepart'ies be ' 
adopted."" (Report II, page 2S;') This would include'DFAl:s"',,, 
position, whieh'reeomxnended that GTEC provide the information under 
discussion. 

We do not intend that investment decisions by Pacitic'or 
GTEC be tested for prudence or reasonableness; our regulatory 
tram~work should give the appropriate 'incentives:' tor'ettieient,' 
investment decisions. At the same time, our'monitorinqprogram..: is.' . 
intended as an early warning'sYstem:it,there· is' a· problem withour~ 

tramework. Intormation on investment decisions may l:Ie usetul ,it a . 

problem concerning' cross-subsidy arises, or if we need t~determine 
the rati'onale for earning'S that falll:lelow the-· lower" level:. " 
threshold, eurrentlyS.2S% rate of return. 

Wefirid th~ report's recommendations to-be reasonabl:e~:' ' ' 
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E. Int9rmatiOn "Qn':'New:' ~x:v;iCf:S . '.' 

'. Based on aCC'I'A recommendation, ,the 'report '/,reeomxnends,. , 
that a sunset' (termination:of reportinq);clause ot . ,three ,:yeax:s:;,for 
trackinq requirements tor new services DG ad.opted.: ' Both:Pa~itic,. 
and. GTEC had requested two-year ·sunset clauses:,., ,DRA recommended 
that sunset clauses be addressed on' a case-by-case, basis,.,' :,: '; 

Paci tic arguos that a thrcc-YQar sunset claU50'- is, .' 
inconsistent with the two-year trackinq period the Commission 
generally requires for new services, -citing Resolutions .'1'-14604, " 

T-14032, T-14043, and '1'-13032. pacific suggests that the' sunse:t·, 
clause would- become effective- only if the Commission fails .to-., 
specify a different tracking mechanism tor a particular ,new· 

$ervicc. 
Without any further guidance from CCTA on the.: ra ti,onale, . 

for a three~year limit, and with no- reply to Pacific's, arg.ument,. we -
find that Pacitic's' recommendation tor a 'tw~year sunset -cl,ause, for·, 
tracking requirements ,tor new services.. should. be ,adopted. 
F. Network Planninq, Operations, 

ADd Engine~ing~tudies 
.. ,-' 

'l'he report recommends that Pacific andGTEC; ;provide the 
monitoring information as agreed between themselves_and ORA.:that 
would l:lreak out investment data between· feeder and distribution 
facilities. The report recoX'l'lll\ends that 'Pacifie provide, as ,an ,-
attachment to its capital Budget Swnmary, a list of optieal.fiber 
development projects in unit's' and dollars, and reports.showing 
forecasted and 'actual access' line'capacity and working:aecess 
lines, oi-saqqregated into four central office switching' 
technologies and four geographic sectors.. 'l'hereport:alsQ:" .. 
recommends that GTEC adjust the relevant reports'to· ,provide similar 
intormation as recommended by Pacific .. 

. The report rejects a recommendation, by CCTA to:. break _out 
network interoffice and distribution- ,facilities by' wir.e-center, ::. 
agreeing with Pacific that such a requirement would'De~burd.ensomer 
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and that such data have limited value under the ",incenti,v.e . , .. _ .. ~.. 
regulatory framework. eCTA, WhiChCOU.ld:lose';busi:i~~si.~~LE'cs· ~re 
able to provide cable services· after placing fiber .. optics 

" , " 

technology' to the end-user,. argues that the tEes would compete 
. ._.,.. , ',;. I " '. 

un:fairly:with the e:>:isting cable co:mpanie& by,c2:oss-SUbsic1izirig 
entry into the cable business. According to the report, ccrA's . . , 

fears that cross-subsidization could occur if the. LEes- invest in 
. .' 

:f iber in the s.ys.t~m above the distribution level ,'( e. g. feeder) are 

unfounded because of the safeguards of the incentive regulatory 
framework: investments are generally at. shareholder risk. "Further , , 

. . .. ...... " 

tho roport ar9U~$ that if competitive services are,priced at or 
above marginal cost, this does not constitute cross-suPsidization. 

, ~ . '. -
eCTA says that the report appears to confuse margin~~ 

cost pricing with cost allocation. According to, CC'rA, .. ,i.f ,the LEC 
has allocated the costs of a competitive. service .to· t~e.mon~poly 
ratepayer, Nit can hardly- be said· that marginal cost pricing. . 

" ' .... " 'I, 

reflects risk taking on the 'part of, the ,LEC,.wand ... if cos;ts .. ,are. 

misallocated to monopoly ratepayers, the LEe. has"shi~t,ed. '~~ ~i,~k, e 
"'thus obtaining the ability to price the new service-at'marginal 
cost xi.'tb.2,\aj;,"substantial· risk .of· not recovering its ,costs •. '" 
[Emphasis· in original.) 

.-.' 
CCTA is concerned that existing cost allocation 

,,0 '~, , ' • 

procedures (the·Part 64 cost allocation..methodoloqy ad.opted in 
" .. , ,.". ,/ 

Phase II) 'Nwo~ld fail to capture theinvestmont eO$t5 a550eiate~ 
. ", ~- . ' " 

with future' LEe entry into video: service· m.arkets~N There.~ore, CCI'A 
recommends'that the Commission address. its.cost allocation concerns 

" ,,. .. ~ 

through adoption ot CCTA's proposals for monitoring .. the .. LEes' 

capital budgets- and plant utilization •. " 
,I,', 

MeI believes the recommendation in the report Nreveals a 
• '-' '."". , I 

lack of understanding about the ability of. 1I, d.ominant company ,to 
, . .....',",', . 

exercise its market power." Mel·states that Na dominant company 
with an existing, Ubiquitous. network (can} IIIZI.ke rel,atively:, ,small 
investments which will not create' a need to raise rates but will 

" , .'.. ,~ ", 
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allow thc'dominant'carrierto,' enter:new ~markets",' and,that "a,large.:­
firm (can) put ott the recovery ot ,this investm~nt until·,an,,' 
acceptable market penetration' is aChieved. • . '. I,., , '.-;'> ...... 

MeI sta tos" that a util i ty' slarge size, and :monopoly" 
position can result in indirect subsidies, thus eventually" ' 
dominating a :market, even without direct cross-sUbsidies •. ,' While 
not advocat'ing a specific monitoring device,. MeI, cautions:, the 

COnut\ission that the report's comments arc "naive and trightening/' 
, that they seem to suggest that the prob'lentof a monopoly can be 
addressed through re-regulation,of the dominant firm', and, that the 
report's. views "stem from a desire to' set the monopOlies. ,free to 
enter and dominate new markets, reqarciless 'of ',the 'harm: that Inay 
befall competitors and, ultimately, consumers .. " 

Pacific coxnments that the-report ',s reconunend.ation that 
Pacific provide' investl'nent data for metallic foeder,and 
ciistribution facilities separately is''\lnsupporteci and, woulci, ,impose 
a substantial ac:lministrative burcien. Pacific. offered to" ,provide 
investment data for tiber feeder and" distribution tacili ties 
separately, and says this would. not cause any ac1ditional"l:>urden.:, 
However, Paciticpresents its' analysis. that separation o,t:, 
investment data for metallic teederand distribution'tacilities 

.. ' 

would take approlCimately 16,000' hours to, implement' at, the,: 
individual engineering work order level, at a' cost of over, ,$.1 
million. Pacit'ic also notes that it would be~i:mpossil:>le-to comply 
with [the Report'sJ reconunenciation ',that'Pacitic' provide. :w • the. 
ratio of total subscriber outside plant dollars t~ switched access. 
line gain •• '. for feeder and dis.tribution tacil'ities· sepa:t:ately :, 

because switched access line gain measures.,a'complotod 
circuit, which includes ):)Oth feede:r' ana ciistribution-:" " . 

Pacific also comments' on the report's. recommendation for 
a list of tiber development projocts. ,Pacific states' that/this 
recom:mendation "'is not only at·od.ds'with the Commi:sion's new, . 
rec;ulatory tramework, it is inconsistent witb",thcCACO's .,own· 
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findings." Pacific asserts .. that DRA,'stated·that ,it" w.ants ,the"list 
r ,> • ..J",., lui ''', 

ot til'>er development projects in order"to, study ,the cost:, , 
effectiveness justification. Pacific. arques,that.thercqulatory, 

, <, .~ 

trameworkexpressly states that these cost~eftectiven.~~ss,:tudies 
are not to :be'done, and that DRA'sreques.t: His unnecessary, and 

I " '\ ',_ 

inappropriate." Pacific also argues .that :thQ, report, itse,lt.". 
recognizes that investments are at the utilities' risk and.do not 
have a direct i:mpact on rates.. , '. , 

In reply comments, CCTA arquos. that propos.ollGt~,&ample 
fiber projects should seek not t~ second guess or to ,limit,the 
LECs' investment decisions but "only to ensure that.the costs 

• , .'-c 4' 1 

associated with LEC invo$tm~nts in tibor arc,allocatod correctly 
between monopoly and competitive services .. " ':. .:<: 

GTEC also opposes the report'srecommenda~io~.that 
investInent data for outside plant be broken down between feet;ier ,and 
distribution :facilities, noting, that GTEC does not do so and. that . 
such a segreqation would require changes .to .. its. capi tal ~udgetin9. 
:methodologies., the benefits otwhich,.would be "questionable,.at 
best." GTEC also notes that the requiremont for prior, 
authorization ot :fiber installation, beyond the feeder system"along 

,-, .,"/ \ . 
with GTEC's provision of a report listing capital projects in 

.c '. ... ,. ' 

excess of $1 million, will furnish enoughdll.ta tor ~o coxnmis$ion 
to monitor fiber placement. 

, GTEC opposes the' report'sreco:mmendation that GTEC f,ile. a 
& '.. ", 

new report si:milar to Pacifie'~ Capital, Budgot, Roport." GTEe, arguos, 
that since its. reports, are used for, internal .management" they_ may, 

'''" . .'. . 

not be identical to Paeitic'sreports. Giyen tha~.ORA ana .GTEC 
agree on appropriate reporting', there is., no reason. to requi::e 

.' " . ~, . . ,. 

absolute parity with Pacific.. "",. . ". 
We first consider the report's recommendatio~th~t' . . ., . '. . 

PlI.eific lionel CTECbreak out invostment data betwe~n,feec1~r and. 
d.istribution facilities. At: a,miniXDUm,. it isrcasollal:>l,e ,to: require 
the LECs to report fiber investments: separately, . as Pacific, ''' . 

. . ' "'" .' 
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recommended. Information on 'the amount:; of tiber . already placed· in 
t..~~ fQed~r systom would be usotul'iin analyzinq.·.·any :r!utu~e' ~;'" ,', 
application requi-red, by' 0.·S9-10-03:l to. place fiber ~bey.onci\ the 
fcco.cr system. We are not convinced. that the reporting' of··· 
investlnents of over $1 millionwou,l:d.· pick. up· ·sufficient': ; 
information, as fiber investments. l'I\ay.be made in smaJ.:'l increments. 
in many places over time. 

If 
We are less convinced' of .. the need totraek .metallic· ' .. 

investments in the feeder and distribution systems ',separately. , 
the concern is fiber investments,· then fiber should,-.'.be tracked •. 
Total investlnent levels will be known, proj.ects·,over $L million, 

will be identified, and all tiber investmonts will ,ba'roported. _. 
Thus, the incremental benefit of separate tracking of·,..metallic' 
investments is not clear beyond a desire to cheek for prudence:'and 
reasonableness, which are expresQly denied.' by . tho- Phase II \', 
decision. 

," . .' .:' 

We therefore find that:· Pacific and GTEC should·, track only 
fiber investments separately between. feeder and ,distribution -. 
systems. 

Next we consider Pacific's oppos.ition to. the report~s- . 
reco:wnendation for a list of" fiber development. projects.:-:Whi·le we 
do not foresee prudence r~v1ews-,we do 'foreseetracking-, of ,tutur~ 
fiber deployment'. As noted above,dPaeitic' itself' proposed:. to·, break 
out fiber projects between feeder·· and: distribution' sy.stems'",,,': " 
realizing thatimost fiber projects at ·this·timewould not'~e beyond 
the' feeder system'. Therefore,. we f.ind it appropriatc-'to-monitor· 
tiber pro;~cts in genoral to provio.c a ~asis to monitor such 
modernization of the network tor . the' future., ., :.'. i. -' •. 

Concerning GTEC's recommendation on the' Capital' Budget,., 
Sum:m.ary, the report does not appear to, require parity between·GTEC 
and Pacific in their reportingispecitically it· recommends, that· 
"GTEC make the ne~~ssary adjustments.,to·itsroports ' ....... : to .: .. 
provide similar intormation' to-that· CACO recommends for provision " 
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by Pacific." We find that GTEe, sboald.,provide',this, ,inf.ormation, as" " 
reconunended :by the report,. but may provide it,:' in ;its,own,·format., . 

. Regarding the breakd.own of, invostments: by, :wi~e:.cont0r" we., 
reiterate our philosophy concerning"investments and cross~s.ubsidy, ... 
under the incentive regulatory framework. First, we. will: not, 
review investments tor reasonableness or .. prudence;, the framework· 
should give sufficient incentives to make appropriate, economic 
decisions, with the associated risk being placed on the LEe. 
Second, ·we specifically require that with minor. exceptions ,no· 
investments in fibcrbcyona the feeder system should be undertaken. 
before specific approval of an application by this ,Commission. 
Third, we· require a Part 64-like cost accounting. system for.~ 
soparation ot costs between above-tho-line . and below.-thCi)~linQ 
segments of the company_ This,is intended to ensure ,that captive 
ratepayers do not even indirectly bear the costsof·.investments,and. ~ 

expenses in speculative and competitive ventures. Fourth, we:have . 
a price indexing' system. in' place wb-ich· ,prevents monopoly ratepayers 
from facing rate increases associated.·with poor investment 
decisions, e~cessive expenses, faltering revenues, or improper cost 
allocations •.. Whilo a doliberate attempt to· cross.-subsidize or 
other utility, actions could ~reduce the. amount of sharable .. ear:nings. 
returned, to ratepayers, this could oecur·only if· there were.·· 
sharable' earnin9's in. the fi~st plaee,·and .suchactions. would. also 
disadvantage 'shareholders as much· as ratepayers - .' , " 

CCTA and' MeI also are concerned.- that, . regardless ot 
ratepayer impact,. there maybe potential. harm· to- competitors due to 
an LEe's direct or indirect cross-subsidization efforts. •.. ~WC:~are'"., 
of course, also concerned about this prospect.. We haye adc1.ressed 
this issue through adoption of the- Part 64 . cost allocation-
methoaology, which assigns. to beloW'-the-line services.: the.f,ul.ly 
allocated cos-ts of theseserv'ices. 'I'his places.. theLEC:a't: risk for. 
any losses resul tine; from. pricing: ;))eloW' . fully allocated: e,os.:cs,. 
regardless :'of the rationale tor . such pricing _. . .A:l:J.y pricing.!.:b~loW' }">'.:.~~ 
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incremental .' costs.' wouJ;dbe. sul:>j ect ,to- , antitrust: laws.'1'.,:if ,the,;·intent, . 
was to act in a predatory manner. '." :.... , , . , ,c;' ",<. 

Given· the safequards':,in "place.,. we~ .fail· to-see ,how· the LEe 

could cross-subsidize throu9h' improper cost allocations •.. While ". 
such impropor allocations arc possiDle (and we oxpect ,staff to,,: 
review for this), rates could not thereby be··raisClQ,and the ... result,:. 
would be that the monopoly-side 'profits would be~lower.· While the 
LEe may be able to. sustain lower.lnonopoly-side profits for·,'a time, 
it cannot increase rates to· make .. up for these losses. • 

What Mcr calls indirect cross-subsidy seemst~ refer to 
economies 'of scale and. scope.·. Certainly" the two- LECs in question 
are large firms. But so are somcof·the other firxns. in the, 
competitive markets the LECs may' enter now or in the future .. : True, '. 
the other firms do not 9'enerally have a capti vexnonopoly base, 
behind them. However, we have already oiscussed the:safeg-uardsin. 
place to prevent the use of monopoly profits. tocross;-subsidize 
competitive ventures. It seems that. CCTA and. MCI,. would have, the. 
Commission actively limit LEe efforts to.· enter certain.; competi:tive. 
markets. On the contrary, we have qone' to- 9reatlcn9'ths- to-balance· 
the interests of the parties.. For example'" we' have ensured ~that . 
tully allocated costs are assig-ned. to- thecompetiti:ve; side,: ancl. w,e. 
placed competitive services. below, the line: however.,. we, ,beliovethc 
entry of,: LECS without significant ratepayer risks into.l~9ally. 
allowed, competitive 'markets. isa pos.itive development,fo:t:".these 
markots. ' , " 

" < •• i . '.,' 

CCTA's proposal tor wire center.level monitoring.of 
investments rests on the premise that captive ratepayers may 
subsic:lize 'entry by' the LEes into competitive ventures., ",in.: 
particularc:able television. MCl' 'uques,·that cross-sul:>sidy;,,~an' 
occur without han to ratepayers., As. shown, captive ratepayers 
bear little' risk from competitive ventures. Mel'S ar~ent.:,does. 

not correspond with a specific monitoring,proposal:' since we do not 

""", 
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find that theprob-lem MCl, discusses is: a: :major ._concern,.:,we~wi-l·l"not·-, 
adopt any moni torinq requirement to address it. ' " '. . . ... 

-.. Therefore, we find that the report's rejection of the 
CCTA proposal -for monitoring of investments at the wire .center· 
level was proper. 
G. capacity Measures SUch as Plant Deployment 

elan and Results; Plant QtilizAt10n Ra~ios 

The report recommcndQd. that we reject 'CCTA's proposal 
that Pacific expand its Outside Plant Report in_ their Capital~· 
Budget Summary t~ include a breakdown'between aistribution and 
:feeder plant.· The report expreQ$od. sympathy :for CC'l'A's. ,proposal,. 
:but supported ORA's argument that CCTA's request "doesnot-appear 
to add any more information, to achieve the purposes. discussed.:.:by 
CCTA and would. require the LECs to make: maj or changes to-:. their . 
reporting systems." '. L '> 

CCTA argues that while the~informationreque$ted:·may: not 
contribute-to full utilization of thcl;oeal exehange network, -. i tis:., 
essential for lUoni toring aimed at the detection-of· . cross-subsidy .... 
CCTA states that "[u) tilization reporting, at the- wireeenter leve.l· 
is neCded to provide the' Commission a basis. to j udg~ whether:LEC 
investlnents in outside plant were or-will: be necessaryto:provide 
existing services·, and, accordingly , .. how.: to allocate· .such., -: ,. . 

investlnents among present and. tuture services." .. F.urther,.:.CC1'A, 
believes this' data is necessary' in order to· detect ·.cross-subsidy. 
because utilization levels associated with existing copper. . 
facilities are (or should be) a major driver of,.-investment, in f'i:ber 
facilities. . - , --. 

In reply comments., Paeitic.states.:.that , .. CC'l'A ~s .. argwnents: .. 
a't"e ineonsistent with therequlatory.:traJUework.because CCTA,.:-in" 

Pacifie's view~ wants to judge whether Pacific's·. investments . were .. ; 
or will beneeessary" . Paeific argues' that cerA' sargument ~in· 
support of' a breakdown :between" eopper pair gain, and t·ibeI":.·.,pair gain 
is also flawed, as pair gain utilization is not dependent on 
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whether the transport medium used is copper,or.':fiber,,:' :but,',~a,ther.;::~>n . ::,e 
the electronics installed on each end. ,"," ",>~' ":""'~,' .~, )~'. 

G'rEC states that it h.as"agreed to, work ,with',DRA ,,'to 
develop a report 'lor intero:f'liee taeil,ities,buttakes,issue ,.w.ith ·:a· ,'; 
statement in the report . suggesting, thatGTEC ,must conform.:,to.,a " 
speci'lic reporting format. G'I'EC proposes (and had, proposed at.:,the 
workshop) to develop a report with, ,the information available within., 
the company, information that·. may ciiffer from that·,available :within 
Pacific. 

We have already discussed the,. issue of monitoring of· 
investments for detection of cross-subsidization. While"CCTA.:" 
legitimately questions- whether . the LEe-.can leverage··off, its... .,. 
monopoly-side investments. in·order·to- cross-subsidize:its·more 
competitive ventures, we have. several . safeguards ' in, place from" 
0.89-10-03·1 and a nwnber of monitoring' requirements . inc' this opinion 
which will be implemented in order to detect suchcross:":,,subs.idy. 

The report recommends, adoption, of-broad:.reporting .. , , 
requirements regarding plant utilization,' and as ~the'se'were: ",' , 

uncontested, they will' be ad-opted •. ' Speoifically· for~i>acifie (th,¢ 

apparent :main concern of CCTA).,. ·there will be an- annual-:. repox::t 
titled· Interoffice Faeilities. Annual View,'/ Deployment' and: ;, .' 
Utilization Forecasts, and a quarterly roport entitled Interotfice 
Facilities Quarterly Deployment and; Utilization ,Results (as 
specified in "Appendix D of ,the Workshop' II report), .. · ,There:, will 
also be central ot'lice equipment versions ot these reports; in 
these, pacific'a9'reed with aDRA suggestion to- break:out ,'. 
electromechanical reporting betweenstep-by~step and',crossbar. 

• ',," I' , 

We find that the report is reasonable in recommending 
against the CC'rA proposal in this area. ' 

,'T'-' 

We also 'lind that G'rEC:'s ·.interoffice facilities report 
need not be identical' to Pacific:''''s';: but shouldincludel essentially 
the same information~ , , . ,'" 

.. ~ ~ .... '. . 
. " .. ' ~ .... , 
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B.:settlement1!lows. ,to ':and' 
trOll Indep<mdcmt LEeS 

.: ... h. 

",,' I 

, " .... 

1, ,,I,. I,·, 

:1Ul· parties. aqreed: that ···Pacific ,: should, provi-de::lIlonthly 
settlement ~data, reportea. quarterly ~ incluainq ,;speeif±c ·::data;, ,'. " .. 
pertaininqto:GTEC.. We concur;in :that :~ccord, 'which would :mean ,"'" 
that no report would be required.of· G'I'EC';' Ci tin; a::DRA-professed' 
need' for details· of settlement payments to" the other LEes '~:i-n . the " , 
state, the report recommenas, however,.thatPacific,expanaits· 
report to include this detail, a recommendation with which Pacific., 
disaqreecl in workshops. Although Pacific,aoes not press its case 
in its comments, we find it appropriate nevertheless to· confirm·the 
report recommendation.. Pacifie has the . data~' the-.data'. are' subj:ect. 
to Commission scrutiny, whatever their source; and,.· asCACD·notes., 
N(iJt makes sense, ,if tor no other reason, than·.that it is " " , 
consistent with the' Commission's 'goal ' of, low cost and efficient· 
regulation, for Pacific also. to report· the data." '. 
x. Karket Share .and other: Relevant· Jlarlcet·, Power" '" " 

Data tor Services in ca~ories XX and XXX 

The' CACD report recommends; adoption of the ORA position,' 
which is an acceptance, with clarifications'and amplifications, of· 
the Pacific proposal that voluxne ana, revenue data tor. Categories II 
ana III be reported. Accorainq'to the CACO' report,' 'ORA- 'also, 
requires that the reports. clo, the following:: ,,' . 

l .. Measure and comparethe-'nW'llber of .customers 
using Centrex, an~ PBX., " ~ 

2.. Track competition.' and· prices ':for. high, speed- , ::' '. 
aigital private lines and high speed ' '_", 

3 .. 

4. 

special access,' .' ", 

Collect data on acces~ minutes for " . _ 
intrastate estimated intraLATA,info'rmation ... , 
ser.vices,' and~:moni tor 'prices and neW' 
competitors in the mark~t, 

Do trena analysis on usage and revenue. for 
billing and collection services, 

,," 
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s. Monitor revenues :for ,eli,rectory, advertising" > '.~ , I 

6. Gather data' on the n\nnbero:f customers ,','"' ," 
insureci and the :incicience, of" aetual,: repair."" 
estimate total repair rate, ,and track other"" 
participants i~ the inside- wire' repair ,.,' " 
market, and 

7. 

,. 

Track prices and do market surveys 'for 
custom calling {vertical, ,'se:rvices.,: protocol ".;' 
eonversion, voice mail , and voice store and" 
receive~ '" ' ,'. ,: ,. , 

We accept the recommc,,:-dation, for ,both ,LEes ,'for"~riow / 
noting the workshop d.iscussionsand' thepartics' 'coltl%l\cnt's '. regarding: 
the difficulty of (1), ealculating .relative mark~'t '~h'~re :unles's"all 
providers. roport, and (2) Predictin9the roq,Iireme~ts 'that will ", 
ensue when intraLA1'A markets are opened to co~peti'ti~n:" 'wEi will ' 
say more regarding market share andoth~r rel~vant' 'market '::power " 
data in Phase IIX of these proeeedings .. We reassure tho 'LEes that 
they need not be eoncerned,for the time bei~g, 'with' rep~rtJ:ng data 
on other providers' market shares nor with data they cannot 
isolate; :for example, the intrastate portion of infomation':access 
serviees that Pacific mentions .• 

We· also affirm DRA's positi,on that the ~ep6rts ~h'~ul<1'be 
provided annually and with filings regarding eat~gor"ics' iI'and: III 

• ".," , • ~ .. 0. :'.: \ I~ .. ': .'1 r 

services. 
J. Timing ot Reports 

,>J'" ,<", • f ... -..,1" '<' _ _ 

Specifically, this issue dealt with the 'timing 6"£ .' 
reports., the content of. which wa"s' dete~in~d':i.n w6;ks}i~p.)"I:' cACO 

• r " • __ ~. 

recommends that eost-tracking reports" be submi ttedquarte'rly by the 
end. of the quarter following the reportingperi~d; :w~tli' annual" .: ' 

!, " , "'.1., 

true-ups due. by the end of the first " quarter following" yea.r . end". ' 
Although not all parties aqree (Mel, for example, recommends more' 
frequent, morc detailed reporting), we find. this t~ be a' reasonable . "., ' ... \ ~. , ., 

basis for beginning cost tracking. eCTA urges clarificati"on" o:f the 
reporting requirement to ens~re that service':'~pecifictracking' -' 
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results are reported at the'same level otc:disaggregation at which 
they are tracked. " We agree ,that ,this sho,uld :be, the" understanding 
for the first' year reportinq- re~irements; .. ,' s;bse~~t':' reporting 

requirements'maybe relaxed, or' tiqhtencd, as monitorinq.:requiromcnts 
evolve. 
K. Taxi::' XlDputatiQD., , " ' ," _. 

In discussion' of Workshop I" issues,'~we ,agreed w'ith CACO's 
recommendations on' tarif:fimptitatio~: "that imp~tatiori is 
appropriat~for cost tracking of Category III services :but 
inapp~opriatc, tor the time :boing, tor Category II. 'CACO" now 
recommends an imputation report for Category II semccs-,' 
explaining that i't is not aco'st-tracking report :but a means for 
staff to monitor aqainstprice squeezes :by the LECs in 'category II'~ :­
In its report, CACti deseribesthe potential it sees for price 
sqt.1cezes and explains how 'the 's.mputationreport will provide the 
safeguard it desires. Only the LECs disputcCACO"s conclusions. 
We fUlly'concur with the report'sreconunendation'and find/the'LECs' 
argwnents without merit.. While the LECs': position (that'our 

, . . ,.' '. 
mechanism for adjusting price floors in Catogory II will 'offer some 
protection) might prove true over time, as price floors remain' 
unchanged the possibility of price squee'zes remains. 'Moreover, as 
CACO suggests, the imputation reports will serve to ensure" that, ' 
tariff imputation, a pricing' principle we firmly endorsed, is ':. 
followed by the LEes.. CACD also notes the apparent·· incons.'istency 
in rcquiring'GTEC to compile imputation:reportswhile 'allowing G'rEC 
to track costs at a much greater ag'groqation than the 'imputation ' 
reports would, require.. We ac1alowledge the appa'rent inconsistency, .' 
but find that'this only' reinforces' our earlier conclusion (in'" 
Section II .. , E., above) that G'I'EC should proceed "with al·l, 
reasonable haste" to resolve its t'emporary delay in report<ing at 
the recom:mendod level of c1isaggregation. Imputation reports" 
recommended by CACti shoulc1 be submitted at least once a"' yea'r. 

)~, \ 
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L. NUmbers and'Types ot Compllt.ints-Filed'~.'by 
~ompetitors Against Local Telephone companies .,"'1.: ': - , .. 

Neither LEe opposed submitting: a report detailin9--the , 
nUIl'lber and type of complaints filed againstit,by,eompe:t;itors" but 
both disputed the DRA-recommended monthly reports and annual 
sUIt\l!laries. The CACD report reeo:rnmended adoption' o-f'. the DRA 

position and we concur. ',', 

VII. Discussion of Workshop X:O: po . Inc-lusion-, of Ratemaking, ., 
M:Dts1:monts in tb$: Earnings Calc;y,lA1:i Sm '.' ' . 

• 1.' 

summarizing our incentive-based 'framework 'for" Pacific·; and," 
GTEC, we said that the new pro9ram is "'centered aro'und a 'price-cap" 
indexing mechanism with sharing of' excess . earnings: above::~a ,-
benchmark rate 'of' return. • • ." 9.;. .. , ,d,: .~ . " 

The back9'~ound of 'these two elements-";'thc'rate c'ap:';and:, 

the sharing mechanism--is helpful to a d.iscussiono!'the propriQty 
or impropriety of including ratemaking adjustments' in the .. earnings ' 

calculation under the new fral1lework. 
A. The Role of the Rate 'cap" 

in the NeW Frpework·· ,. ," 

",,' \, , 

In 'oUr disCUssion 'of'<the new framework' '(pages 11S-l50:,ot'· 

the d~cis,ion) , we contrasted 'the: ability' 'ot ""carrot"""and\/Hstick
H

' 

requlatory frameworks, respective'iy~ to give incentives::to,' " 
utilities to operate efficiently (page' 129) • The-;pri'ce- c'ap-':was' 
characterized. as thO' carrot -kind~ of' 'regul'ation:-' trad.'i t'i'onal: rate-' 
of-return regulation was the stick .. '. trnderthe price" cap~: we '. ,." 

explained., Hregulators can' exploi.t a cOl1lpanY'sDasic' profit motive~ .... 
by d.ecoupli~9 revonues' from' co·sts.' ~'.'. ~"By puttirig';,a': 'ut:i:-lity":s:.' 

shareholders at a dollar-for-dollar risk, [the pure price cap 

• '0 ,.~.' '." 

" II .... !~ ......... ,~ 9 Ibid., 59. 
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Inod.elJ provid.es a strong incentive:--.for",managers to,,;operate.~;the>::,_~,: 
utility in the most e!!icieri't"manner~i"" we'contrasted·this..::'\''':u'': 
ineentive-:based. re<;ulation with tbe traaitional type in:which 
requlators determine "whether'the utility-has run· its bu~in~ss ", .. 
eftici~ntly and wisoly_ •. ;.H To say it anothQr,way, the ~asic 
theory of the price cap. model is. to control:. management's: spending, 
by giving it an incentive to maximize profits; the,basictheoryo~ 
traditional regulation, on the other hand, i& for rogulators to 
control spenciing by deciding what is proper and reasonable and: what 
is not. We concluded that the carrot:was the preferred: instrument: 
Nthe prico cap· f·ramowork for upd.ati,ng.rate levels ~nd., limiting 
monopoly profits outperforms traditional rate-of~returnrequlation 

. "'. ," . 
• .. • , :meet~ ',our, regulatory 9'oals - --,; balances the interests 
of rat~payor& and ~hareholder~ and, on the whofe'," i~' preferabl~ 'to' 
traciitional. rate-ot-return regulation 'tor ,paci'!i~ and CTEC ~nd 
should. be adop,ted .. ,,,lO, " 

_. ,." ~ , " 
~ .' \ , 

B. %M Bole of tbg ShAJ:.ing Medla»ism:. , 

The sharing of excess earnings with.ratepayers, 'we 
e~lained, was a departure from ~ 'pu~e pric~ cap indexin9'.~odel; 

• I I t.._.,. '. ,. :-.~ ", ,L {. ,'" •• -..... 

It was NdesJ.9'lled to provJ.de protectJ.on to both· ratepayers. and 
shareholders from risks that. the indexing method may ovcr- or undor 

. '. . ' ,~ 

estimate revenuechanqes needed to keep the utility financially 
healthy." ,Thus, though we were disposed to a pure price cap model 

, ," • • .,', ,,' '/ ~ ,," I : ' '~'-

tor the "LEC&, ,our concorns, a~out tho lack ot chocks and. balances l.n 
, .' ' . . - . ,: ., ... ' .. 

the model persuaded us that "arcqulatory mechanism which~,proyides 
some self-correcting protections is more likely to be sustainable 
and. thus wouldprovide.mor~ p:,edict~ble and longer ruri in'ce~t'ives' 
to. util:i ty mana9'em~t than' WOUld. the pu~e ~riee' ':6a~ ~~d:ei." . ,', '," 

, ,', ,.h, ,.~, "/ L,~ 

10 Ibid., 153 .. 
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c. Tbe Inclusion of RateJDllkinq . .'Adjustments 
in-tho Eamings CalQll¢igD 

In' introducing the "sharing ; mechanism" ,wedo;·not,:implya 
reversion to rate-of-return regu'lation. Rather, ,inD .. S9'~lo.~03.,l" , 
Nthis decision removes the Commission; trom. detailodreview of 
carriers' costs, .... (andl customers' rates will, not change in 
relation to specific utility costs.,,';l 'Noting, in, fact,.: the, ' 
rec1uction in incentive to the LECsthat tho sharingmQchanism." would. 
produce, vis';"a-vis the pure price cap model, we,. said we, would", 
reexamine the need for any sharing mechanism. at all, as .. a",part~o·f 
the 1992 review of the NRF. 

Nor did we intend the sharinCJ:mechanism,to- signal, a . 
retreat from the basic tenet of the' rate cap model: util·i ty 
m~nagomcnt Nis at risk for allinves.tment, and operating decisions, 
(controlled only by) market forces. and the utilities' goal: .. of 
:maxilnizing shareholder value.,.. .. .. Nl2, Onder the neW-framework,. 

spondingdecisions are tho domain ot utility manag,ement.~3, " ;As~ we 
noted, the new framework should perform as· ,well as or ,better than 
traditional re9'Ulation in meeting each'of our regulatory,goals-by,. 
among other things, "Celiminatingl·therequirementthat,.investments 
be justified' in regulatory proceedings ••• ; [anell shift~ng ,·the 
focus of regulation from evaluation. and .,control of,;the local 
exchange carriers' operations to the application ofexte:r;:nally, 
controlled inflation and. productivity indices •••. -." -"i' , 

11 Ibid.;- 2'09. ' 

12, Ibid., 145 • 

. ' .... 

.' '/ . 

. ,., ". 

. ,. " '.' ,,-

13 Management ~ma~ act wi tlun. bound-~i~~~t~iished:'_~Y~·6u~.·~' ~f~gulatOry 
goals for the carrJ.ers. We stJ.ll'may 1lnpOSe ratemakJ.ng".',adJuS'bnents: 
or penalties arising from poor service quality,orother:management 
misconduct. - However, as we note on page1S,6 of the decision,' and 
later in this decision, these would '~etter be handled- d:i:reetly-, in 
rates. 

- 55 -, 



I.87-11-033 et ale ALJ/GAA/jft· , . "', ,-

With the inclusion,;of the'.sharing .. ,mechanism./how~ver'j":,, 
came the need. for an earnin9's calculation 'and·'fil:ing'."We::had"- ;' 
concluded that there was. "no, need to continue adjustments," for 
expenses which (under tho new frameworkJ are within manaqement 
discretion as part of the sharing calculation." Nevertheless,. ,we. 
reasoned, "any adjustments Clue to' past penalties should.·~e, 
continued, It finding that It C tJ he current, record, does not allow, \ls to, 
decide which current ratemaking adjustments should, ,be"reflec:t-~d, in 
the sharing calculation, and which omitted..", (Findin9'O~ Fact, 
No. 164.) The specific jo:b of the workshop,. then"as CAct>.'s report 
aptly puts it, was to answer "the question of which existing 
r~tol'llakin9' adju$tmont& worodue to past penalties, and which, had 
they :been incurred: under the neW' framework, would :be up- to, 
management discretion. " (Report page- 15.) 

On ,tho fOal'110 ~gc of its report, CACO answers ,thoqu~stion 
for us: "[NJone of the current ratemaking' adjustments are ,due to " 
past penalties. • •• " None of the conunenters to CACO'sreport 
disputes this finding of the report .. 
D. COmments onJ!artiOOar Ra.t.aaking Adjustments, 

ORA in its ongoing 'comments to Report'III that CACD 
failed: "(1')0 consider the ,parties' meticulous reviewof,each., 
adjustment ••• a* ORA is teChnically correct~ However,CACOvicw$ 
the NRF as establishing new ratemaking principles and regulatory 
requiremontsa Nevertheless., some oftheratexnaking adjustments. or 
the LECs deserve special commont: 

First, CACD recommends retention of one class of 
ratemaking adjustment in the earnings calculation: depreciable 
assets that were disallowed by this Commission prior, to., th~~ 
inception of our incentive-based framework a 

Following that concept, the CACD report recommends that 
three of G1'EC',s "current" ratemaking adjustments and one;"of' 
Pacific's (depreciable asse.ts that we're previo~~lyd.iSali6w:ed for 
ratemaking, purposes) be retained in future earnings calculations, 

~, '. _.' 
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along , with the as:;ct' ~ assoe:i.atea. Clepreci'ation or:' amortization', ," " , " ; 
expense . and any tax effects., until those assets ',are<)tul'ly written '. ',~ 
off or' retired from the books . of the- "util,ity ..Ne·i ther G'rEC':nor;' ' 
Pacif iccontests this recommendation ,:in prineipJ;e.. 'Accordingly f' ,',',' 

eXceptasnoteCl below, we 'adopt, the recommendation, and. : require, 
that the res~etive LEes adjust tuture oarnings ealculationsto 
reflect disallowance of the expenditures for the assets in' 
question, along with thoir associatedexpenlScn offocts,until thoGO 
assets are no longer on the company's' books. , " 

Seconci, ,G'l'EC believes one of the.,depreciable ,assets',of: 
CTEC thatCACO recommend.s be adju&tod out tor ratomakinq purposes, 
(the CentraNet capital investment, G'I'EC Item. 9 in Appendix, A,to-the ~ , 
CACO Report) should properly be included in the earnings' ... : 
calculation rate base. 

G'l'EC points out in its opening comments that the~ ;, 

investment was' d'isallowed in· G'I'EC's' last general, rate' case", because 
th.'1 associated asset was not, -yet, in service, but'that, it'; has:; since' , , 

belen placed in- s~rvice. ORA and other" partios-to' the ... workshop 
agree. Accordingly, this asset, though" otherwise falling:.'within 
the guidelines tor disallowance recommended,byCAcO, should.be 
incluclecl in GTEC's earnings. ealcul'ation rate base. "In other words, , 
contrary to CACI)'s recom:mendation, theratexnakinq 'adj,ustment .. should 
not be included in GTEC's earnings calculation. 

Finally, there is. confusion surrounding tbe,CACI>,Report's 
position with· regard to the antitrust expense of Pacific (Pacific, 
~tem 6 in Appendix A to the CACO Report). 

EXcept in the appendix,' the report' does not :speei-!:ieally" 
mention this adjustment. ORA and others have understoocL,that, CACI> ' . 

recommends includinq these costs intheearninqs ca:lculation~" The 
report, however , at page 18:"says that earnings.,reported-:in 
earnings calculations. "should ••• be 'those ot .the re:3pectivoLEC 
• • • recorded· in accordance with the', Part 32' 'uniform., :t;ystem, of· 
accounts ••• incorporating lJJl.y modifications to' (that}:, part'[J , 
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insti tuted·by. .. this Commi;ssion~" As presently. instituted,:~y :this~·::· ._ 
Conunission; LEcaccounting requires ,that expenses. o'f:.antitrust·, ::'. 
aetions not::be included inearninq:s:.·.·caJ.;culat-ions· unlesstheLECis ' : 
successful in' its defense aqainst.'allegations.. (See' D.;8:6-0·1-02,6;.;·)~·: 

By requiring adherence to Part:_3Z as.it.is .presently·.·.constituted-by 
this COltlInission r CACD is conforminq:.to,'ORA's and. ,others',,: position . 
that antitrust expenses'should not:be included in the,earnings. 
calculation until the company is found innocent of any 
anticompeti ti ve behavior. . Accordingly., we concur in,: the report's. 
position, as we' have interpreted :,it. here; that is, that there 
should be' no change in accounting for antitrustexpenses· .. ,',.·,As ,a 
:broader principle', we find ,that the, LECs should not·' profit;· from· . 

illegal activities of any nature; expenditures in unlawful::. :'" . 
activities should always:be discounted from ratemakin~or earnings 
calculations •.. 

We note that in its'periodicearnings.reports to the 
Conunission, . Pacific treats the-: disputed· antitrust: costs ~ as. .. a.>_ 
disallowance, . not as. an accounting' difference, as. d-irected. by the _ 
CPUC. Reqardless., the principle is ~the·-same: We are· not,;.:by this:: 
order, changing the method of accounting we had earlier instituted 
in 0.8:6-01-02'6 for Pacific's antitrust expense. 
E. otM:t Isses trOll the CACJ) RE;port 

Four items from. the CACOrep~ need' amplification': the. 
form LEes are to use in filinq their earnings calculation;,- the 
place of: FCC Rules and Regulations in .the earnings calculation·; .the " 
proper components of the rate base . to' 'be: used in the~earninqs. 
ealeulation.; . ·and,· finally, the' recommended' mechanics for: :handling 
penal ties unaer the new framework." '.L ;' ", 

1. De FOrm for' Filing the Eaminqs calculation ':. ' 
Our decision asked that the overall format of ·an.,annual .. ~ .,'" 

filing be discussed in the workshop and that CACO,.apprise.us of, any 
consensus that was. reached •. CACO has appended .. to-its workshop: . . 
report the form- that parties agreed upon -for the' -annual, ea:r:ninqs. 
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filing.' We adopt the form today, ,with one caveat: ,that:thl.s.foX'm',.., 
like all others recommended for'use;·'in ollr:,monitoring prograltt;.is:,' 
subj ect to improvement andcorreetion"as:· the partiesqain~"" 
experience with the program.' 

2. '!'he Place of FCC Rules .and; Re9Ulations 
in the EM'Qings CpJ.C\\l~ti2D 

'I'he report defines the "earnings,." to be as follows: 
" ( e J arnings .' • • of the respeeti ve 'LEe (recorded in accordanoe 
with the (FCCJ part' 32 uniform system· c! accounts),-,..less its 
interstate operations (separated by Part 3& procedures),. less 
earnings from category III services (,allocated by Part', 64' 

procedures), incorporating any modifications. to those' parts. 
instituted by this Commission. "We 'adopt· that def ini tion" . " 
reemphasizing' that the Part 32 aocounting'is the starting 'point, for 
calculating earnings and that our'modifications.'to·thatpart,. as 
noted above with re<Jard to· the antitrust expenses-of Pacific,. still, 
obtain. 14 

3. Tbe Rate Base Components 
tor the, Earnings ca101ation 

A vital element of any earnings calculation is the 
divisor: the rate base. The CACO report reconunends--and:;no party 
takes issue with this--that"the rate base components-to'be, 
included in future earnings oalculations, and the procedures to be 
followed in calculating the rate base, are to be those that were 
used in determining the start-up revenues in 0.89-12-048.* We 

14 G'I'EC expresses concern that earnings "should reflect 
adjustments for the reversal of sharings accruals and any out-of­
period items that relate to events that occurred prior to· adoption 
of the New Regulatory Framework." (GTEC Opening Comments, p. l4). 
G'I'EC's principle is correct. Our intent is that *earnings" should 
accurately reflect each year's operation. 
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aaopt that standard· with. the- proviso, tha.t·· rate; base components 
associated with below-the-line services~are, excluded·.. ',' . 

4 _ The Mechanics for. Balldlinq.: Future, 
Ecn~ics or DisallOWances 

'l'he report recoxnxnend$ th.atHarllY future. ratemaking 
aajustl'llents (imposed as penalties' or dlsallowances): be implemented 
as an adjustment throu9'hthe" Z factor ....... ". ,The rationale behind 
this reconunendation is that, it the'penalty or disallo~ance.is 
implemented through the Z factor, it will affect· customers.', rates,. . 

, , " ". , , " 

whereas if it is ilnplemented through . the , earnings calculation,. 
ratepayers could be insulated.' from· its-effect if theLEC's earnings, 
were below the sharable threshold. While the report's 
recommendation appears reasonable for circumstances· that :th.e, 
parties. appear to· have in mind" we hesitate. to promulgate. a: rule to 
cover all circumstances~ We prefer to deal· with this. ".issue;,. ,as. 
particular circumstances are brought· to our attention. We,.,believe 
that parties may share our desire to preserve flexibility to·, 
fashion remedies as may be appropriate to the,gi:ven~problem._ 

No party d.isputed the'LECs' proposal 'to· compile and file 
Hcalifornia Cost Allocation Manuals' that reflect cumulative 
requirements, approved by the Commission for allocation of costs. 
We will adopt the LECs·' proposals in this -regard •. 
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vxxx. ,CQ1IDIl<mts:NJ"s'Proposed Pe<:ision ',',' \",';, 
',.0' 

j +1.: 

- , . " 

", ·,.10 

In aeeorcianee with Ptr Code§3:11,' the"'ALJ ,:ciraft(.:,cieeision'~:,~ 
prepared by'AIJ George AInaroli was issued:on:May .2':1;;; 199'1 .. ,:, Timely 
comments ontheproposeci cleeision, (PO)were'fil;edby A't&T-C,;' BAT~ 
CC'I'A, centcx Tele:rn.anag-c:rn.ent, Ine. (Centex), Citizens;.. 'ORA, "GTEC"",, 
Me!, Paeifie, and TURN. Reply eO:rn.Il\cnts were tileelby,all",o,f·:the 
above parties exeept CCTA, Citizens,' andTURN'.. ,',' , , ,'-

A. ArcIUDtents on IS~$ ", 
A number of the CO:rn.Il\ents received" centered on'argwnents' 

of the parties' positions whieh were previously raised during,' the ' 
course of the workshops, comments-'on workshops.., and cODents on the 
workshop reports in this, proceeding- ''In' keepin9,:with Ru:le:,J,7:.'J.,'ot 
the Commission's Rules of' Practice' and Procedure' sueh:>arqwnents', 'are: 
given no weight. ,:::',~;I,-,\ " ' , 

Such arguments include CCTA's discussion of'lnonitorinq,' of' 
fiber and metallie investments separated between. feeder, and " 
distribution plant. GTEC"sarguments eoneerning thc'neec1 to" 
prepare' anR~'O_ Report also- fall" in',' the eateqory ofrear9Ult\ent.: 
Also, 'anUlllber of ORA's pOints merely reartieulate .issues:. raised 'in:, 

their various sets of comments. ' '," , , . 
B. Proprietary Information ':.:: ,: 

A nUltlber of parties commented. on the .. issue ot',aecess to, 
proprietary 'information by third parties,': and"in the ease :Oit.: G'rEC," . 
by ORA. 'This 'issue arises both- in: the eont'extofaeeess: to'", 
monitorinq information' in qeneraland' aecess to monitoring ""-' .. ',' 
information via' the computer link discussed, herein.. ", ,'-"., 

j .J" 

CC'l'A and other parties: comxnenton an apparent"diserepancy:; 
between Ordering' paragraph S and Conclusion of Law 30 in .the ,PD',; \. : 

While Orderinq Paragraph S would preclude parties whohav~ exeeuted 
confidentiality agreements with the LEes from having' access.to' some 
hiqhly proprietary monitoring information, concl"Usion,ofLaw 30 
would allow parties who have signed'protective agreements "access",'to 
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all assertedly proprietary .. monitorinq ·l!laterials..,·~" CC'l'A : supports the 
'-. . . . . 

latter language. TORN agrees with CCTA's interpretation and 
suggested' modified, language for Ordering Paragraph .. s. •. ,.' 

Ccntcx arqucsthat there are valid reasons',tor"p~acin9', 
the :burden of seeking' protected treatment of allegedly proprietary. 
information on the LECs, as suggested:,by the PD· in requiring ,the . 
LEes to obtain a,protective order to ,retain, proprietary treatment 
of monitoring information. However, ,Centex be-1ieves,>the decision, 
should not create a new class ot "super-proprietary" information. 
that 'is not available to"third, parties. even with a nondisclosure 
agreement. 

Pacific, on the~otherhand," argues that, to deexn....;all, 
information to, be nonproprietary absent., a protective oraer.is ' 
inconsistent wi tb. current Commission: rules and policies.,";. ,claiming 
that the commission currently decides whether specific, ,information., , 
shoul:d be proprietary on a case-by-case,: Dasisafter· ,the .proprietary 

designation made by the utility ,for that information ha&;beoJ?­
challenged. Pacific also- states that, a Commission, decision. ,that_ 
certain. information is not proprietary could causeirrep,arableha:rm 
to, Pacitic by, ,requiring public disclosul"e Of. intormation that wo~d, 
be consiciereci proprietary under a more competitive e,nvironment, that, 
may arise trom the Phase III proceeding ofI.S.7-11~033_ -.. ,,"<, 

GTEC commonts that the,' ,PO"sAuqust: 1, 1991, date tor 
£ilinqmotions tor protective· orders is unreasonable,;andthat,:the 
comxnissionshould allow; 12"0, :ciays ,following the effective. cla.teof 
this order. ,Further, G'l'EC requestsclarific:ati~nthat..the, 
disclosure requirements, apply' only to-the, moni torinq" reports 
themselves and not to the eomputeX-,models that generate"the 
information. : -, " 

I ,'oJ' 

"," Similar arguments by 'parties are presented <in,.reply. . ,'" -,' '._' 

comments. ", ,.-
" 

... ./ .. ,' 
We will ,aciopt,.the , position :th~t all·" moni t,0:z::ing ~ C' ,,: ';:, , :~:":'. 

intormation, should 'be made,avai·lable ;:.to ORA· and ,CACO,. -_without, need" 
, ". ' ~ '. -...) .. ,., _, .'1. 
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for nondisclosure agreements..· ':third parties should have'similar. 
aecessupon . execution~ of proprietary (nond.±selosure):; aqreements.as . 
recommenclecl·by Centex. . This. p:t:aces ·th.e, burden on: the LECs. ,to seek 
a protective'agreexnent,in those. rare eases,., whenprov±dinq:the: 
information sought by a ,specific third party. -would .cause '.:>':;:: ..... 

irreparable harm·to the LEC. 
C." CcnnputerLink ,. '" 

. - ~. 

G'I'EC believes that the proposed compute~':' 'link between."~.the . 
two LECs and CACO and ORA is unreasonable:~"·C'I'EC.dispute,s.~:w~~th.er 
the benefits of this link outweigh ,the"inconvenience:~and',cost to 
G'I'EC and. pacific, and whether ·the Commission"s monitoring-abilities 
will be' significantly improved through. such a. link. ::. ::G'l'EC:,,:also,. 
argues that recurring as well 'as. nonrecurring costs, of the ·link 
shoulcl be recoverable in' a z-tactor filing_Pacific .. concursf. on':, 
this point. Pacific also would like clarification, that:: the.: link-is 
only available- to ORA and" CACO.; .,' . ...; 

, Citizens be-lieves.,~there are less expensive, ·lUore· '" ' .. 
expeditious, and as-accurate methods o;f:'providing.:monitoriDg::',.2' 
information: this would be through the use:'of" modems' and·; .floppy 
diskettes. Citizens raises the issues:. of. security,:' privacy, and 
proprietary information as eoncerns~' 'Further, Citiz.ens'-,asks, ,that,." 
if a link is established, this method of obtaining 1m on ito ring 
information~not be applied, toxnid-sizedor.SlIlaller.LECs- if,,:.they 
propose an: alternative re9Ulatory "framework ,in. the:. future.;: .: 

ORA would· 1 ike' . the . PO to.eJ;~ify. that, ORA:' should·' be:' 
inVOlved in. the computer link's development· and.. that:. ORA ·should; be 
provided with its.. own,link~ . ~ .. '._ '" .~.,. :.:: . ....::.;' 

We have alreadyaddre'ssed' .the ·rationale· for: requir-in9, a· .:. 
computer link. 'We will clarify that the-computer .l'ink:~should· be' ... 

accessible to- ORA and "CACl> for ·~a.ll :monitoringinformation,;;and:,only.: 
to ORA and CAeo. We will not, coxnment'on·citizen's.',:request in.·,term.s., 
of applicability to smaller andm.id-sized LECs'~as .:.these .. comp~ies .... 
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are not 'now under an alternative regulatory:. framework.· :. ,We:wil:l·::·: '. 
deal ·wi th . that : "issue . when they apply .to-be- ·regulated, under~;. 

.i ._'" 

As :to the questions o-freeurring ,costs ·"for:.tbe,computer.,~ ; 
link, such costs should be offset in large part byrcducea.·ltlailand 
reproduction costs.. To the "extent:·that significant aaditio,nal 
recurring costs are experienced. for the link .. and.associa:t,ecl ...... . 
hardware, the LECs may file recorded data, by application to-modify,;, 
this:order as appropriate •. . .. 

D. ,[.'iber ·Inv,eSj;men1: JlonitQting' Beports. 
Pacific comments that the PO· should reflect the 

monitoring·requirement that.investment-data for feeder. and. 
distribution' plant should. be provided.' separately,. but only,. for 
fiber investments. CCTA argues that both fiber and.'.,metallic. 
investments should-be tracked separately· between feeder:and 
distribution : plant. .\ .' 

We aqree with Pacific and have: revised .. the. PO ... :: 
accordingly. CCTA's. arguments have been discussed at,length, and 
our position-: remains. unehMged;., ,'.,.t" •. :; 
E. Legal Basis otthe Decision, '. . '." . -, . ',' . 

TORN..~ 'arguesthat PO' Code § 17 CiS .requires .. hearings ,before 
the Commission can· reverse' previous d.ecisions regarding .. ratexnaking . 
adjustments. GiVen that the POwouldeliminatesomeratemakin9" 
adjustments- ancl no hearings were held leading. UP'" to-.the PO·,..'l't1RN" •• ' 
believes it· would· be legally .improper .to take· such"a.ction a.t. this .. 
time. 'l'OR,N: also believes. the Commission cannot legally.discontinuo 
the adjustment tor clues, donations., and· political advocacy: .. 
expenses, citing ;ep.eifie tel. & Tel. Co. v. Public Util. Comm. ": . , .. '~":. 
(19~S) 62' cal. 2nd.' 634,668-669" (ET&T}~.'l'URN arguosthat.,any LEe 

expenditures on political advocacy or dues and don~tions offset 
half or' all' shareable earnings. that would otherwise ,'.acerueto·. 
ratepayers (if' returns' are' 'abov~ :13%.).., ... and that in this· ,ease . 
ratepayers are funding the expenditures just as would occur "under 
traditional regulation. 
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Pacific'in its:reply'conunent$ arguos thatthc;c1ecision 
regarding which ratemakingad:i~ustments should be. included·.in the, ,,' 
sharing calcUlation does not require" the Commission to rescind:,~"~,, 
alter, or axnend any prior decision • Further ,Pacific' argucsthat ' / . 
~ is inapplicable because. the court decision appLied only to, the· . ' 
policy of exclud.in9' certain expense . items for rate "fixing purposes;, , 
in a general rate case, and also that'the ratomaking . adjustments , , 
under discussion were included in the start-up revenue requirement 
(D.90~12-116) and are therefore, permanently' embedded in ',Pacific's 
rates. 

We agree with. Pacific that there is no, need, ,for, ',a hearing 
to make this decision on ratexnaking adjustments.. This,monitoring , 
decision is merely an implementation, deeis.ion' stemminq" from ': . ' , , 
O.89-l0-031. In that decision, we "changed from a system involving: 
general rate cases to one involving price caps with an: :i-ndexing,'" 
mechanism and shareable earnings incontives. In,movinq,away from 
general rate cases, we left' behind: 'the old system. of accounting for 
ratemaking adjustments. Because 'the' record· was'not clear" on, Which­
ratemaking adjustments should be retained under the ,new;,Gystcm, ·W0 " 

called tor workshops to help- make that determination'. ',Therefore,. 
it is. appropriate that 'We now set· the policy to implement:the·. new 
system including the current ratemaking' adjUs.tments. ,,' 
F. :karlU llDput;:ltion 

DRA, Pacific, GTEC,' ana'AT&T commented that 'there,. are 

currently no' formal imputation rules in place' tor' the ',LEes' " 
services., that suchrulos for many ot the LECs'services will be 
addressed in" the implem.entation rate deSign (IRO)" proceed.inq, and. 
that the requirement to 'file tariff imputation reports shoulc1not 
be imposed at this time . AT&T , however ; suggests, 'that 'the ' " 
Commission should set forth 'an una.ml>iguous requirement:,for Pacific, 
and GTEC to file such reports for services onCe imputation 
requirements for those services have been adopted. 
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MCI' disagrees wi th . this· in1:erpr,etation, . argui!l:%::t~at the 
Phase II order· enacted. the principles,ot,unbund.ling., ,im}:>~:elJ.tion, 

and. nondiscriminatory access to·serve·as sateguards. to;prey~nt 
abuses o~the new prieinq ~reedoms . granted , in Phase II,. ,an? " 
<1irocto<1 CACO to develop tho neeesrJary,report&?to ~chievc::thClIIC 
goals. MCI further maintains that AT&T and BATdemonstra.ted in the 

/ ,\ " 

workshops a practical method for the preparation of imputa,tion 
reports.. 

, ""'c' .' . 

We agree that .imputation· rules ,are not .defined clearly 
enough to require the filing of tarit! imputation reports at this., 
time. Therofore, taritt imputation :rules,will beaddresseci in the 
IRD proceeding" and annual reports by: .the LECs .. will .. be . requ~;-ed, 
beginning the year' after imputation. rules. are adoptecl., in. that ... _ 
proceeding_ ,", 

• ' I ,.,' 

G. ~st' 1):aging 
Many parties commentecl ·on the~ PO's. cost tra.cking .. 

proposal$. GTEC statc& that the' Commission shoulci not ,dictate.· the , 
methodologies to be used by the companies. in preparing th~i;: ", 
Phase III' cost studies.. since a decision so dictatin9'me~ods. .at 
this. date would significantly. delay the completion. ,of I~.~ . While 
BAT does not advocate such a decision, by tho.Col'QlUission.a.t.~i$ 
point either, BAT replies to this comment.:by urging- the C?mmissioXl 
to reject any presumption that GTEC's cost studYlnethodology, is.not 
subject to revision it parties or tha .Conunis&ion tind, in. 
Phase III/IRD proceedings, methodological flaws serious en,ough. to· 
require the cost studies, to ))e. modified- or rerun •.... - .. 

<. '... .', 

Both- argumonts have marit, and we will. need to. take, 
.. - " .... ' . 

evidence to resolve this issue. Accordingly, ,the. a);)pro~riateness, 
ot the coststucly ~ethodologies employecl :by the LEes ,will be '... ., .', .... '. 

decided in Pbase III, and will·not .bo t:i..nally aclo~tecl .i~ this 
clecision. 

. .. 
" • .-I. 

,-, .. ""'1 
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e H. DBA's UR$ of Monitoring: ~ports 
Only ORA submitted comments on the proposed decision~s 

requirement ,that, as part ot, the199Z NRF review, ORA d~~cr'ibe' ho~ 
,. c • , " ~ "' ~ 

it uses each m.onitoring report., In examining Appcndices,A and B to 
. '. . ,,' . ~. ~ . . " 

this decision, which list the reports recomlllended for continua.tion 
for Pacific and. G'I'EC, we make the tollowing, observations .•. , 

ot the 153 reports Paeitie. and GTEC provide to various 
divisions of this Commission" only :3 5 appear to :be provid~d' to ORA 

~~ " ).. . 
aloD!.:. Sixty-seven reports are apparently submitted t~:: .CACD alone, 
and 36 arc provided to both CACC and ORA, or to CACC, DRA, and 
other CPOC divisions. The total number .of reports which . .oRA 
receives approximates 71, while the total nuxnDer CAC~ .r~~~'ives is 
about l04~ In addition, some repo~s,are received by the ,Executive 
Division, by the satety Oivision,. :by "the O,ftice of the Public 
Advisor, by the Consumer Affairs Braneh,or :by a eOmbinatio'n, of 
these. 

• e.",,:',.,' 

Further, ot the 35 reports ,which only D~ res;c,iV:cs, ,13 
appear to be produced by an entity. other than Pacific 0.:: G.TEC 
(Bellcore,. Pacific Telesis),. or·, are standard, instruction manuals. 
An additional 4 reports are ,provided ,to ,ORA only atter.' aspeeitic 

,c " 

event occurs (a service failure), or upon request as the report is 
updated. With these exceptions, then, ORA will continue to reeeive 

I I • .' 

just lSmonthly, quarterly, or annual, ' monitoring repo;t:t~ .. which 
appear from. the descriptions in Appendices A and B to :be prepared 
speei:ficallytor DRA. . ," 

-Based on this. Qxamination. we, will not require., ORA, 
, " 

formally to describe its use ,oteachmonitoring report •. :~uc~ a. 
process 'Would. unfairly require the staff.ot this Commission to 

•• - > ,', , • ' ' ••• ,", 

explain why it is performing the regulatory .tunetion it ,must 
, . , ~ - , 

perform. Further, were we to require ORA .. to justitY."the, reports it 
receives,. we also: would have to ask 'other d.i visions to, justify::th~ . 
reports they receive,. and we would .have.,to ask the, ,utilities' to 
explain why they should notp'rovideth~se ~eports: . This w~uld be' 

"" '" , 

unduly burdensome on all parties. Instead, we will require CACD to 
develop an assessment of who prepares each monitoring report and 
what purpose each report serves. In the assessment we will require 
that CACD recommend which monitoring reports, if any, should be 
eliminated. We have revised the .. order accordingly. 
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Findings of Pact " , ,- '",' 

, P", ,:. 

1.' In 0.89-10-031·theCo:mmission> adopted ~inew~reg'Ulatory;. 
framework (NRF) implementing 'incentive-based regulatioTi' for: Pacific, 
ana GTEC~ 

2. 0.89-10-031' found thatadoptin9incentlve~based ' . 
regulation warranted additional' monitoring o,fPaciflcanc:l>C'I'EC. 

3. CACO held workshops' to review Pacific's' and: ·GTEC's.· 
current reporting requirements and to recommend' appropriate '., 
modifications forNRF. 

4. CACO held three workshops and s~sequently issued" three 
reports, respectively, in 1990. " .-.,-".~, 

5. All interested partiQm worogivon tho' opportunity 'to' tilo 
comments on each workshop as wel:fas'commentsandreply comments on 
the three 'cAco'workshop:' reports~ 

6. Workshop reports, in concert with parties' comments 
fulfill our expectations for a workShOp product. ' To<]ether the 
reports and the comments define the major issues,' discuss'the 
parties' views, and offer recommendations for our adoption. , ... 

7. CACD is responsible for administering the'monitoring' 
proqram. 

8. It is reasonable and necessary for the LECs and: 'ORA',to 
contact CACD to attempt informal resolution of monitorin<] issues, 
that come to their attention before filing formal petitions. 

9. 0.89-10-031 expressed the expectation-that 'ORA would 
closely monitor the NRF and investIgate any areas of coneern to it. 

10. LECs can reconcile costs tracked in: Phase II to-'their 
books of account to their financial statements. Clear, concise,' ., 
up-to-date charts reflecting the flow,: of'cost data from, and" to' the: 

financial statements are' needed~·'r-
11. In calculating service-specific costsPaeif-ic andGTEC' ,i. -

can follow the FCC Part-64 cost-attri'bution hierarchy. Where:', - 'e-'. ,. 
Part-64 'procedures call for tariff imputation and' plant a.lloca.tions", 

, . ' ... "~ 
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based on forecasted' usage·, these requirements .can"beomittecl f~om 
costing submittals for Categories I; :·and, II··$ervices:.:~ ' .. :-

12"~ Consistency' in cost tracking ··is.· important .. '. consistency 
is not always attainable. Where it is not attainable-,. or' where,.' >~:~ 

sets of data arc inconsistent bocause of ,·,change,. it 'is,' reasonable 
for Pacific and c'!'EC to follow theGAAPrequirement:fo%: d.isclosure 
of the differences and the cffectofthose differences. 

13. 'the Commission' expects not onlydisclosure.of differences 
from Pacific and GTEC but clear explanations of the -reasons.for.any 
differences resulting from differing costing methodologies, .. as. 
well. .n 

14. General consistency in cost-tracking procedures' between .. 
Pacif ic and G'I'EC is desirable.'" 

15. The monitoring program genera'lly:and the service-specific 
cost-tracking' system specifically can: be adapted and modif·ied as 
the requirements of the new framework~e:coxne evident~'· 

16. Cost tracking is a requirement'in.posedon.·Pacific and 
G'tEC for the benefit of staff whoso responsibility it is to monitor 
service-specific profitability 'and- for cross-subsidies' or, . 
anticompetitive behavior. 

17. Uniform cost-traCking stanc1arc1s:tor both. LEes can be 
followed without producing totally consistent or comparable results 
at the service-specific level •. Greater'comparability·can be 
expected at gr~ater cost aggrogation.'· 

, ','"' 

18. Adherence to regulatory goals, as well as consistency, is 
a reasonable stan4ara to strive for in the development otservice­
specific cost-tracking procedures and' 'requirements. . Changes <in::' 
cost-tracking requirements can be accomplished on acase~by';'case 
basis giving consideration both to eons:Lstency and·to·reqUlatory 
qoals. . ~,~. "" 

19 •. It is reasonable tor service":'specific cost tracking'to 
beqin with 1990 operations rather 'than', i9S9~ ... '~ ~. 

..' .. \,~' . 
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20. -It: is .. reasonable;-to·requ-ir,e Pacific, and GTEC to,.maintain . 
~ • , ,. • "' __ •• 1 .~ • 

ana file cost allocation manuals' ,that- reflectcos.t al,location 
, .' " ... ~ ,-", , '. " 

requirements-of this: co:mmission,~; and· tile. advice . ,letters. : .. t.~ the: 
commission for approval ot any changes for intrastate purposes in 

their federal cost ;alloeation manuals., 
21. The Workshop I aceord . regarding the sequence tor.­

separating LEC operations is reasonable .. 
22'. ' The list of' telecommunications services for :-costtr~c~ing 

is subj ect to chango as eondi tion$ in the, indu&try, and the, mar,kct 

place change.· 
23. DRA developed six themes as a basis tor determining a 

list of such: services: 
a. Development of the list should~,tie, to 

previous Commission deeisions. 

',< ;-. :". 

b. - It should recognize ·that special.monitoring" :< 
can be undertaken as needed. . 

.. " .' . 
e. It should'recoqnizethe: limitations on, the. 

co:nunission's resources.. ", . 

d. It· should keep·roporting as simple as 
possible. 

e. It should recognize that; other,proceedings 
can acquire data .as needed. ' ' 

t.. It should recognize' that ,monitoring ~is , 
retrospeetive and provides benchmarks for 
policy, not for retined' analysis.' 

24- The billed. line itc.m c~itcrion proposed by OAA:L's a 
reasonable general guideline, in the aevelopmentof-;ervices- wh'ich 

.••. . • '. • • "-0'" . •• "'... ..<" :~~ or 

are to ~e tracked-
25. Tbelists ofserviees dev~ioped by ORA for'~the 'respee1:-ive·· 

., -. !.' 

LECs reasonably approximate the billed line items. 
26. It is unreasona~le, to impose sanctions on GTEC for being' 

unable to collect data at.a _.greater disa9gregation than DRA had 
lA' ',. • • -, I., ,,' ,I" 

proposed as recently as December ot 1989. 
.-." \ .. 
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27. It is 'reasonable for·G'rEC to.track.1990. cost~at·.the 
level ofa99regation recommended :by .CACD·.·· -' .. 

28. 'rhe workshop recommended. policy tbat the LECs·track costs 
contemporaneously and update allocationmeasurements.noless than 
annually (unless more frequent measurements are required~:by -staff) 
is reasonable. 

29. In the appendices. o.f its Monitoring Workshop II: Report 
CACD recommended reporting requirements to fulfill each Of. the 
seven :monito.ring goals set forth in D.89--10-03-1. 

30. CACO- is required to. report to. the Commission' befo.re- ·19·92· 
on the impact of the NRF. 

31. Pacific and G'I'EC' are currently required to- submit similar 
Results of Operation (R.O.) Reports in. rate easeproeeQC1inqsanC1at 
other times',. 

32. There is. no. basis for- reducing Paeific~s:-and G'I'EC~s .. R.O. -­
rcportinq- requirements beyonc:'l CACO.'s:recommendations in· -its 
Moni toringworkshop II Report.· ..... 

33. It is necessary to develop the most efficient means for 
CACD t~monitor the LEe reporting rcquiromonts. 

34. The desi9Ilation of utility material-as. proprietary, and 
access to. such information, is primarily a legal issue. 

35. I.90-02-047 allows access to information by third 
parties. This access clearly applies to accoss to, at ·minimum-,. 
nonproprietary monitoring inforlnAtion _. and .to, proprietary: .:monito.ring 
information as well, so long as. an' appropriate . protective: agreement· .'. 
has been executed. . . 

36. CUrrently, accoss-to. Pacific and/or GT:e:C's.prop;c-:iet~ 
info.rmation, . particularly by· third parties ,...:may be accomplis.hed. by .. ' 
signing a nondisclosure agreement, and only if re,fused·,. may-;be 
requested' by filing a Motion ··to Compel Production •. 

37. . The LEes may have' certain monitoring information .'which·is 
hi9hly proprietary and which could' causo them eompetitive:harm if 
diselosed to. certain third parties. 
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• .j .. 

38.. Except as discussed ';and qualified.in .the. narrative of·: 
this order, the reporting requirements' ,recol1Uncndodl>y .CACD,in " its,,· 
Workshop II Report are undispu.ted,,.., , -, .... 

39. Major service 'interruptions ,can be reported:lUonthly,by 
Pacific andGTEC. '. 

40. Pacific can make information about quality impro~ement 
and cost reduction programsavailal>le both. on an.annual, basis ,and 

upon roquest.., . .'. 
41. GTEC can provide information' about .quality il1lproyel1lent,. " 

and,' cost reduction prO<]%'ams upon request and can provide: ,an 
appropriate level of monitoring...·. , , 

42. Pacific and GTEC can, in cooperation with DRA, conduct 
studies of telephone service, affordability. , 

43. A two-year sunset clause tor tracking requirement~ for 
new services as recommended by Pacific is reasonable. 

44.. Pacific and G'l'EC can provide monitoring information that, 
will break out investment for fiber between' feeder and· distribution '. 
facilities.. 

45.. It is appropriate to monitor fiber proj ects in" general to., 
provide aba.sis to, track modernizationot, the' network in tho . ' 
future.. ,;.' 

46.. GTEC can provide Capital Budget .5U1!1lD.ary information in 
its own· format.'·, 

47. GTEC"sproposedinteroffice facilities report,·is, not " 
identical to'Paci!ic"s,but includes essentially ,the same 
information. . .. ' :" '.;',.:, ... ' 

4S~ Pacific can provide monthly settlement ,data·,..,:reported; 
quarterly, including specific data pertaining to ,all"LECs, in.the , 
state including GTEC~ ". , '"., ,,' .. , , 

49.. Pacific and GTEC need . not . be .:concerned, -for, the.time 
bein9', with reporting data: on other providers' market., share nor 
with data they 'cannot iso:tate,. , including, as an example.the\~\ 
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intrastate portion of information"access'services,;that Pac:itic(~'" 
cites." ,~, ,,' ,~;.,"~'.'" 

SO.. Market share data report's can,:: be 'provicled-, annually'," at,:·" 
the time filings regarding Categories::II and II'I services are, .. '.·" . 
presented, and' when' recategorization of services is:. proposeo.~,: .. ' 

51. Cost-tracking reports ,can be ' sUbmitted quarterly,. by, the 
end of the quarter fol1owin9 the reportinq period, with ,annual 
true-ups by the end of the first' quarter, of" the following year .. 

·52. Annual tariff· illlputation'reports are appropriate when 
imputation rules are defined.' 

53. At the time of the illlplementation' ofthe"NRF , "GTEC·"was.. , 
making nine ratcmaking adjus.tmontr; to its: f inane iaJ: results of.: 
operations' calculations, whereas' Pacific was making., six.: 

54. None of these ratemaking adjustments was: imposed ,due,:,to., . 
penalties against the companies. ' : ~ '", 

55. CACD recommends. that depreciable assets' that were 
c1isallowecl by this. CommissiQnprior tothe.ineeption of the NRF'be­

retained as ratemaking;adjustments· inLECs:' sharable earnings,''; 
calculations. " ~,.",~,_, .. , " ., 

56. 'Three ofGTEC's. ratemaking·adjustments andone:;of 
Pacific's were' due to depreciable asse.tsthat, we.re' . previously . 
disallowed for ratemaking- purposes _ ' .". ,',., " 

S7';'GTEC's CentraNet capital ·.investment, ~although':fal.l-.inCJ: 
within the depreciable asset· criteria' forclisallowance'recoxnmended 
by CACD, was previously' disa.llowed 'only because it".was'not, in' , 
sexvice (not used: and useful).. It is ,now: in service .. : H::::'.: ".: •• 

58. The uniform system of accounts tor telecommunications· "', 
carriers under the jurisdiction otthi$commission requires that 
expenses of antitrust actions not be inclUded inoperatin9 expense,,:, 
until the LEC is' successfUl in its defense against all:ega.tions.:·' 

59. Workshop participants agreed on a reasonable format that··" 
LECs may follow in filing their annual sharable earnings 

calculations .. 
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60''; CACO recommends the: following';:;' defini tion o,f,. earning'S:" for.::,,; . 
the sharable earning's calculation: Earninqs of the respective LEe-:. 

(recorded in:·aecordance'with;.the- FCC-' Part 32 unifor:m system. of·:" 
accounts as modified by this Commission), less -its interstate.,:;· 
operations (separated by Part 36 procedures), less:earninqs, from.· . 
Category- III, services (allocated .by ·Part. 64- procedures) •. <: 

61. The .rate base component to .:be.' included', in·; ·future earninqs .' 
calculations" and. the procedures' to be. followed. in, calculating: .the . 
rate base, are to be those that were used. in determining'; the start­
up revenues in D.89-12-048 (rate base components associated- .with,.,· 

bel ow-the-l ine. services are to. be excluded) • . :: 
62. CACO recommends that future ratemaking" adjustments .. 

(imposed as penalties or disallowances)'be-.implemented,. through an· 
adjustment to the Z factor. ... ','" 

Conclusions of Law" .... 

1. The· plan tor monitoring.,·LEes' aceomplishmentot.·and. 

adherence to goals and. ,requirements uncierourNRP'. should"be> , ..... ~ .'. 
dynamic,. flexible· and adaptable'as the- .regulatory':;neecis -unde;c:., the,. 
NRF become evident. " '.:., ,,' . " .c.:·: 

2. CACO is responsible tor adlninisteri'nq .the:moni:to.rinq· '. 
program~ according'ly,it should,.reee·ive all . related, c~rrespond.ence 
and monitoring reports, and should. . .beresponsible for~ LEe ~>""" 

compliance with.. the spirit· and..intent· of· :,the . m.oni:to:rin9,·pro9~aJIl; .. 
3-.;CACD should maintain the necessary dialogue -with the .,LEes '/ 

and other interested. parties ~egarding,any required.'.xnodificatio.ns 
to. the monito.ringproqram and for keeping us apprised. o·f .. :.~:.' 

developments .with. the monitorinqpro.c;ram.· .', 
. 4. Prior to filing tormalpetitions to m~ify;the:NRF· 

.,' • I 

monitorinqproqramwith us, .. LEes and .the, ORA· should. contact CACO· .in , 

a good faith'effort to resolve informally issues· that come to. :their. 
attention;." . 

'...... I',r": 

:~ '.' ,.,' '",' .< 

'/'''','', '0'" • _, ,,... 

•• '.~. '. .... .. • • ~ , 1 '} "i 
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S.· ORA should. continue'to xnonitor,~theNRF·>from·:the··; 
stand.point of ratepayer well-being and. to,investigate>matters;that 
it perceives'harmful to- any customer:group or class;, 

6. LECs should reconcile the sum, of their costs;-'tracked to 

the companies" financial statements:: and' should. provide· clear" .. 
ooncise and. ~to-date charts reflectin~ the .. flow:,of~ cost~: data: to·::' 

and from the statements. , '. 
7~' In calculating costs· of' services:'to be': tracked:,., tbe., LEes, ,-: 

should· follow the FCC Part 64 cost attribution hierarchy. for': all-. 
services but, for Categories I and. II services, omit the"Part 64: 
requirements for tariff imputa.tionand the· three-year pl:ant 
forecasts until such time as the propriety of .app·lying these"' latter 
procedures to these services can be d.etermined •. 

8.. Where inconsistencies. exist between costs determined "for. 
services tracked in Phase II of these proceedings and' costed..: .. in' ':. 
Phase III, LECS: should disclose the differences and.their'effect .. 

9.. The' cost-tracking systems' of Pacific. and G'rEC' should: " 
accommodate the needs of the staff. 

10. The· LECs, together with CACO,·,should. .strive·,for·reporting 
consistency (as ,between companies): but· should, rccognl;ze,that·; 
consistency in every res~ct will: not always be attainable· ... '·) .. ;: 

11. As noted and qualified"in ':Conclusionof Law:;7':, above:,.': 
services in all three catcgories should be costcd following.the:· 
Part 64 cost· attriDution hierarchy.;. .' However.,.:. as 'the . service~ . 
specific cost-tracking program 'evo);ves and develops';; . mod;if icat ions , 
should be analyzed. on a case-by-case .. b·asis,. qiving ,consideration to 
regulatory objectives under' the new .. framework as well ... as to:·Part. ,64, G 

mandates. .,J # '" 

12." LECs should begin trackin91990':service-:specif:i;c·.~costs.~~.' , 
13. LECs should compile 'and file' California .. ·cost .. alJ:ocation·.· 

manuals reflecting cost allocation requirements of this Commission, 
and LECs should file advice letters for any proposed revisions for 
intrastate purposes in their federal cost allocation manuals. 
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14. The . workshop . accord ~ on: the sequence: of applyin9':;:~CC .. i>arts 
64 and 36'-should,be adopted •. ' .' '.:.':; .. :: .,:~-."" 

15. LECs should retain.. records 'so that costs .. o,f,:. services: ,can ",' 
l:>e jurisciict'ionally ceparateci., .. ~. ,'." 

16., ORA's six themes for evolving. a list.ofwhich'serviees, 
costs should be traeked' are reasonable- and·, should.:be adopted. 

17. The lists ot services doveloped by DRA,tor..the, 
respeeti ve LECs, .. reasonably approximate the: Hbillecllinei tem~'~ 
criterion and , with the exception noted .in Conclusion·; Qf / Law,:, 18 .. 1 

should be· tho boqinnin9 list o't sorvices trackecl. 
18. GorEe should track its 199'0' costs to the level, o,f, 

disagcp:egation recommended for initialtrackinq,bY,CACD. 
19. CTEC should proceed.immediatelyto,collectthe,data 

necessary to track '-99'- eos.ts to·, the- greater disaggregation 
recommended l:Iy ORA. ,':,:; 

20. CttC Ghoulcl not be, subj acted, to sanctions,' tor.' i1;:5 

inability to track 1990 costs to' the-greater,'disaggregation 
recommended by ORA. ., 'i .~_ 

2'1.· The policy that LECs should track.costs contemporaneously 
and should update allocation measurements no less than· annually; (ox:~ 
'%nore frequently where required bystaff-) . should be: adopted,,,.;:,.Any . 
suCh policy should recogni'ze that interim allocations' ;are:subj:ect 
to annual true-ups.,( . 

22.- CACD·'s Workshop I Report,. with the ·modif.ications.:.:and. 
qualifications discussod-.in thisord.er,should boadoptod .. ·,:, 

23..' GorEe and Pacifie should comply with the r:ecommendations. ... 
of the· Wor:kshop . I Report, as" modified herein. 

24. Pacific, CTEC, and DRA should discuss further 
streamlininqof reports •. CACO .shoulc1.be notified. by ·letter of·the 
proposed elimination of any ,report with copies to. all parties.·of 
racord.. ' .,' ,"" ~< .' ".'. "',' •• ' 

" ~. 
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25. 
, .' 

discussed 
order. 

Streamlining of reports should be accomplished as 

in CACO's Work:::hop')I \~~po~t;_, an"';_a~ mO~i~~~~,?~~f:thi~ , 
, ,~' L <, ,.' '< ~ ", 

26. The streamlining of reporting requirements for-Pacific 
and GTECreduccs the nul'l\ber of report~ to those which'arc:currcntly 
needed for effective implenuantation oi the NRF. These: needs should' 
be re~evaluated in the 1992 review of- NRF. ' -~ 

27. <:ACO, as tho complian-c~ arm' of the conunission:,"is tully 
empowered to implement and'is autho~i~'cd under PO" Code §'§ 5S'2to' ' 
584 to obtain any information, from any utility, ~t any'time and-to 
make minor moditication::, ac may be' n~eces~arY in' the' reporting 
requirements of the monitoring program from t~me to' time in~ , .... 
accordance _with the spirit and intent' of the NRF. 

, I ~ , ' •• ' .• '. ' , \,'. , , 

28. At the commencement of the 1992 NRF revi'ew, 'CACO~' should' 
produce a written assessment explaining who prepares each' 
monitoring report the utilities pro~ide to our staff'; and"what­
purpose each of_ these reports servos;' tor the utili'tyand::for 'the ' 
staff. In the assessment; CACO should reconunend 'wh:{6hreports',if ' 
any, should be eliminated •. CACO should obtain the information it 
needs to <1cvelop it:!; a:!;50&$~ent and'its'roconunondat1on :o:om ORA, 
the Executive Division, the Safety 'Oivision, the Publie Advisor"::" 
Office,. the Consumer Affairs Branch, and the utilities~ -- ",. 

29 : P~rties should havo' accdss" 'to all' nonproprietary 
monitoring information, as anticipated by I.90~02-047'; .,V;, , 

30. Pacific and GTEC 'may,_ seek ~ protective order::'from the 
Commission to preclude third party access to truly proprietarY 
information based upon the proposed rule set forth herein'>- Parties" 
may respond to these motions, and'the'i.i..:J :may take 'legal-ar~ent 
or technical evidence at limited. hearing'S (if nee'ded')on such'· :", ,-~, 
motions. All monitoring intormati~n should be considered 
nonproprietary it no protective order is' issued, after this process. 

31. Parties who have si9ned protectIve a9reemEmts' with ' 
Paeifie and GTEC should have access to all assertedlyproprietary' 
materials for which no protective order' is issued ~ythe 

commission. 
32. Major service interruptions should be reported monthly by 

Pacific and CTEC. 
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33. Pacific should. make informa~i~n aboutqualit}/~ ~xri;rovement 
and cost reduction p~ogr~ms available :both ~~ an a~~u~{},a-si~' 'a:n'cr:':" ,:, 

~" '. ' .' . 

upon request. . 
,34. GTEC ~hould J?rovide,intormation about quality improvo~ent 

appropriate level of monitoring. 
35. Pacific and. GTEC should., coope~atively ;'ith ORA.;·condilct 

a study of telephone se:rvic~ affOr~abl.lit'Y·"a'nd.allow oRi<t.o . 
<;,' , 

participate if, it so desires •. 
36. There should be a two-year sun$~t clause for trllcki'ng' 

requirements for new services,..... , 
37. Pacific and GTEC should provide m~nitoring irl:formation' 

that will break out investment for f1ber,between fee-de:r::ana 
, . . 

distribution.facilities. 
38. Because of its limited. 'value under the incentive' 

regulatory framework,. Pacifie ~nd' GTEC sh~uld not be' requ'ired to 
break out netwo~k interotfice' and distribuiion fac':i.li ti'es' by! wire i 

. '. - . 

center. 
3.9. Fiber projects should ,be accounted. for and monlt~'red~ 

generally to provide a basis to, mo~i tor '~od.eri'lizatiorl'ot' 'tne ' 
network for the ,future. 

40. GTEC, sho~ld provide Capital Buciget sUnunarY informa'tion' on 
it~ own recommendod. format. '" 

41. GTEC~s interoffice f~cilitie~ report' ne;d not' be": .:,' 
identical to. pacifie;s, but ~ho~ldinciude ~'essentiailY th~ salne 

.... ;' :-, . . . , .,..~., ". .-" .'" '. " 

information. ",' " '" " , .,'., .' .... . ,.j. '. 

42. Paeific should provide monthly settlement· 'dat\a," reported;' 
quarterly, including settlement payme,nts to all LEes in th({'state;. 

43. The. DRA position with regard to: reports aet·ailing. market 
share and other relevant market power'data for services ii-l 
Categories II and.. III should be ad.OPte~.'· LEes should not be 
required. to report market share, dataot oth~r providers in a: 
market, nor should they be required to pr~vide data thoyeannot 

, \ '.'. 
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isolate.' Market data reportsshouJ:d ~e provided annually::,and',with:" .. 
f il ings regarding Categories :II 'and III '; services;:' and,;.when:-:Jservice::: .. 

reeategorizations are proposed. ,.;.;:: 
'44 . Pacific and" G'tEC should: provide cost-tracking reports 

quarterly, by the' end of the first, quarter following, the.: ,reporting, 

period, with annual true-ups due·by the'end of the firstqu.artcr 
following year' end.. Tracking' reports'should.. be·, reported. ' at; the 
same level of disagqregation at which they are traeked. 

45~ Whon imputation rules are defined,LECs. should provide 

tariff imputation reports annually as reeomxnended by.·CACO': and~ 
described in its Workshop II Report. 

46. Pac~fic and GTEC each should: submit a report'. detailing 
the nwnber and type of eompl'aints filed against it· by comp!!titors 

monthly with annual summaries. " 
47. CAcD"S Workshop II Report, with the modifications and· 

qualifications d.iscussed. in this ordor, should. be adopted.""', 
48. Except a$ noted in Conclusion of Law 49'" depreciable " 

assetscitecl by CACO in its ,Workshop III Report, as havinq:',been. 

previously'disallowod by th'i& Cornrnil5ls.ion should'bc removed:from 
LECs' sharable earnings filings. Depreciation or amortization 
expenses of the asset along with"the associated tax effects should 
also :be disallowed tor purposes of caleulating sharable earnings. 

49. GTEC's investment in CentraNet, althouqh.falling wi't:hin 
CACD's guidelines for disallowance, should nevertheless be allowed 

in calculating sharable earninqs'. .. . .. 
SO~ It is unreasonable for Pacific or GTEC'. to, profit from: ' 

illegal aetivities of any nature; such expenditures in unlawful 
activities shoulcl always be discounted: from 'ratemaking" orearnings~:, 

c~lculations.' , 
5l. LECs should continue account~nq for expenses associated 

with antitrust actions in. acc'ordance with ,the current' policy of 
this Commission, as specifiecll inD.S6-01-02'6, which is to account 

," , 
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for such expenses below .the line until such-tilDe as;,the .... LEC is ., .. ". 
r _ • '" .' " •• , ~ , ,> ,'. _, I' .. _,. 

found innocent of anticompeti tive behavior ... '. "'", ' , ,'- ,':\1\: 

52. Other than noted. in Conclusion of. Law 48 .. or.as l\'\~y.~e" '., 
CletermineCl in the 'future :by this Commission" ratexnakinq. acij ustxnents 
are inappropriate' in sharab-le earnings, calculations. 

, , 
53.. The torm. aqreecl upon by workshop participants should bo 

.. , ... 

adopted for annual sharable earninqs.filinqs-until,lnod.ified 
infonnally by CACO or fonnally by this, Commission., .. 

54·.. The cietini tion of earnings for ;use in, the. annual .. earnirHJs 
,i. .. 

calculations recommend.ed. by tbe CACO Workshop III Rep.~J:t sh~uld be 

ad.opted. .', '. . ... 
S5-. The rate base components (cxclucive·ofbelow-tho-line 

services) and procedures recommended· byCACO.foruse.in..the,annual 
'," " 

earnings calculations should :be adopted. 
. .. :, .I. 

5&~· Future penalties imposed on LECs should be implemented on 
- ......." , ' 

a case-by-case Dasis as. particular:ci:t::CWt1s:tances,are brought.to our 
. .,' ,,' .. ~. \ ... 

attention by the parties.. ",'. 
57.. CACO's Workshop· III Rep.ort,..with.themodifieations .. and 

qualifications discussed. in this order,. should bo.adopted .. " '. 
". .. '.' ',' 

Df1'ERIK "9BDER 

IT:' Xs. ORDERED that: c 

1. 'l'heprogram :tor mOnitorin9'·thep:r:ovision an~,de,,:~~,?pm.ent 
of telecommunications services under. ·our·new requlatory."framework 

r , ", _c ," ,~. ,'.,", ' 

(NRF) f'or GTE-california," Incorporated (GTEC)· . and... Pacific. Bell, 
, .. "... . 

(Pacific) described and... envisioned in the .. Commission. Ad...yi~ory. and 
Compliance Division's' (CACO) three·workshop reports and,further 

>, •• ' • • 

refined in this order is adopted with the followinq qui~elines: 
a. The plan for monitorinq the local exchange 

companies' (LEe) accomplishment of and .. 
adherence to goals and requirements. und.er 
our NRF shall be dynamic, flexible,. and 
adaptable as the changin9 requlatory needs' 
become evident. 
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b. CACD shall' be responsible-for·adlninistering 
the monitorinq program.. Accordingl:y;all 
monitoring reports and related 
correspond.ence' should. 'De' forward-ed'to the 
CACD LEC Monitoring-coordinator. 

c. CACD shall also be responsible for the - " 
LECs' compliance with the spirit and intent 
of the monitoring proqram. Therefore', CACD 
should maintain an ongoing dialogue with 
the LECs and other interested parties 
regarding any required modifications to the 
monitoring proC]ram and,tor keoping the 
commission informed of new developments in 
the program .. 

d. Prior to filinqformal petitions with-us, 
LECs and. ORA shall first contact CACO in'a 
good faith effort to resolve informally any 
moni toring issues that come', to their 
attention.. ' 

e. Division of Ratepayers ~d.vocat~s (ORA) 
shall continue to-monitor the'NRF from'the 
standpoint of ratepayer well-beinq, and to 
investigate matters that it perceives 
harmful to any customer group'or class. 

2.. The service-specific cost-tracking proqram.-developed in 
CACO's Workshop I Report and described and clarified in the 
narrative, findings of fact, and conclusions of law in this 
decision is adopted for GTEC and Pacific subj,cct to ,'the following 
provisions: 

a.. The LECsshall reconcile the sum of their 
costs. tracKoa·to, the companies' financial 
statements. andproviae,clear-, concise',. "and 
up-to-date charts reflecting the flow of' 
cost data- to and rrom the statoments .. 

b. In calculating costs of ,services to be, 
tracked, the LECs shall follow the FCC 
Part 64 cost attribution hierarchy for all 
services but, for Categories I and II , 
services, omitting the Part 64 requirements 
for tariff imputation and the three-year 
plant forecasts until such time as the 
propriety of applying these latter 
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c. 

d. 

e. 

!. 

g. 

h. 

i. 

j. 

procedures ,to- these,'ser:viees can 'b .. e: ... 
detcrminec:l.; y .. "', .. "~ c . ",' 

! .. . ,'" ,~\ -t : 

However, as the service-specific ~ost­
tracking program evolves .. and,develops, 
modifications must be analyzed on a case­
by-case basis, giving consicloration to: .. 
regulatory objectives under the new.... , 
framework as well as to Part 64 mandates. 

The LEes, together withCACO, shall strive 
forroporting con$istoncy (4sbetween 
companies) but should recognize that 
consistency in every respect will not 
always be attainable. 

'(to1hcrc inconsistencies· exist between costs 
determined forscrvices tracked .. in Phase II 
of these proceedings and costed in 
Phase III, LECs shall .. disclose the 
differences and their effect. 

The workshop accord on .. the sequence of 
applying FCC, Parts 64 and 36 .. shall be 
incorporated. 

LEes sball retain record$ ~·that the 
jurisdictional separation of costs of 
nonrequlated serviees under the 
jurisdiction of this commission can be 
simulated. .. 

LECs shall begin tracking'1990 service­
specific costs. 

LEes shall maintain California cost 
allocation manuals that reflect cost· 
allocation requi.rements of this Commission, 
and shall file advice letters'for any 
proposed revisions for intrastate'" purposes 
in their federal' cost allocation, manuals:. 

ORA"s six recommended themes' for evolving a 
list of which services costs shou1dl:>e 
tracked are to beineorporatedin the .. 
monitoring proqr~. 

The lists of services aeveloped· by ORA, for 
the respective. LECs, which. ~approximate~· ... the 
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":billed line- item"" criteria.:;':areto-.:be . used , ... 
as the beginning list ·of .. :se.rvices. tra'cked. 

. .. . ',' , ,. 
I. " 

k. G'l'EC may track its 1990· :costs to the 'level 
of disaggregation recommended for initial 
tracking by CACD.' 

1. GTEC shall proceed immediately to co 1 loct, 
the data necessary to track 19'91' costs to 
the greater disaggregation recommended by 
DRA. 

m. GTEC will not be sul:>jectec1to sanctions ,for 
its inability to track 1990 costs to the 
greater disaggregation recommended by ORA. 

n. The policy that LEes should track costs 
contemporaneously and should update 
allocation measurements annually (or more 
frequently where required by staff) will :be 
adopted. 'Any such policy must recognize' 
that interim allocations are subject to 
annual true-ups. 

3. The reporting requirements recommended in CAeD's 
Workshop II Report with the modifications descri:bed in this order, 
as sot forth below, are adopted: 

a. Major service interruptions shall be' 
reported monthly by Pacific and. GTEC. 

" , ... 

b. Pacific &hall mako information about 
quality improvement and cost reduction' 
programs available both on, an annual basis 
and upon request. 

. . 
c. GTEC shall provide information' about 

quality improvement and cost reduction 
programs upon request and will maintain an 
appropriate level of monitoring. 

d. Pacific and GTEC shall, in cooperation with 
ORA, conduct a study of telephone service 
affordability and allow ORA to participate 
if it so desires. , . 

e. There will bea two-year sunset clause for 
tracking requirements,for new services. 
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fa Pacific anci G'I'EC shall. ma.intain.and.· prov.icl.e 
.moni toring. information, :that~wil f, :break 'out 
investment for fi:ber :between feeder and 
distri:bution facilities. 

g. 

i. 

:i • 

k. 

m. 

n .. 

Because of its limited value 'under the 
incentive regulatory framework, Pacific and 
GTEC will not be required to break out 
network interoffice anddistri:bution 
facilities by wire center •. 

Fi:ber projects shall :be accounted for'and 
monitored generally to provide a :basis·. for 
tracking the modernization of the telephone' 
network in the future. . 

GTEC may provide Capital Budget Summary , 
information on its own format. . . .. " 

GTEC's interoffice facilities-\reportneed 
not be identical to Pacific's,' :but must . , 
include essentially the same information. 

Pacific shall provide monthly settlement 
data, reported, quarterly, including . 
settlement payments to all LECs in the 
state. .. 

The ORA position with regard to reports 
detailinq market share and other relevant 
market power data for services in 
Categories II and III is adopted. However, 
LECs will not,be required to report market 
share data of other providers in a market, 
nor arc they required to provide data they 
car~ot isolate. Market data reports will 
be provided annually, with filings 
regarding Categories II and· III services, 
and'when recategorization of'services is' 
requested. . 

LECs shall provide tariff .imputation 
reports annually as recommendea by CACO, and .' 
describod in its Workshop' II Report', , 
beginning the first year after imputation 
rules are defined. ' . 

Pacific and GTEC'shalleaeh submit a report­
detailing the' number and'type of complaints 
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o. Except as noted" in, conclusion of Law: 49" 
depreciable assets cited by CACO in its 
workshop III Report ashavinqbeen . 
previously disallowed ,by this commission 
shall :be removed fromLECs' sharable " 
earnings fillings~ oepreciationor ' 
amortization expenses of such assets along 
with the associated' tax 'effects should, also·. 
be disallowed for purposes of calculating, 
sharable earnings. 

p. G~EC's investment in CentraNet~,although 
falling within CACO's guidelines for 
disallowance, may nevertheless be' allowed 
in calculating sharable earnings. 

q. .~t is unreasonable', for' Pacific or G'l'EC to " 
profit from illegal, activities, of any 
nature; such expenditures'in'unlawful 
activities. must always ,be deleted from 
ratemaking or earnings calculations .• , 

r. LEC$ shall continue accounting, for expenses 
associated with antitrust actions in, . 
accordance with the current policy of this 
commission, which i$ t~account for such 
expenses below the line until such time .as 
the LEC is found innocont of 
anti competitive behavior. 

s. Except as noted in Conclusion of Law 48 or 
as may be determined in 'the future by this 
Commission, ratemaking adjustments are 
inappropriate in sharable earnings . 
calculations. 

t. The form agreed' upon by workshop 
participants isadoptedforannualsbarable , , 
earnings filings until modified, informally, 
by CACD or formally this Commission. 

u. The definition of earnin~s for use in the 
annual earnings calculat'l.ons is that ' 
recommended by the CACo- Workshop III"," 
Report. 

_ 84 ,_ '.i' .. 
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v. The rate I base ::components and :procedures : . 
(excluding below-the-line 'services):' ,'. 
reco~~ended by CACO shall be used in the 
annual ,earnings calcu'lations. 

w. Future penalties imposed'on, LECs will:bc' 
implemented pursuant to,: determinations in 
further orders'ot this Commission as 
individual ,circumstances' 'dictate. 

4. Two, copies of each monitoring report shall,be sent to the 
CACO LEC Monitoring Coordinator and two copies shall also be sent 
to the Director of ORA. 

s. CACO and. -the LECsShall' continuew:i:th efforts to": 
- ... 

streamline reporting ,requirements., " , 
",', ." '" 

6. CACD shall produce, at the' commencement of the 1992 NRF 

review, a written, assessment explaining~ who, prepares each, u, 

monitoring report the utilities prov1ae_:to our statt~::and what 
, . .-.' , - . 

purpose each of these repoxts serves-for the utility ana for the 
staff. CACD's assessment shall recommend which monitoring reports, 
if any, should. .be 'eliminated;; ORA, the Executive Division,. the 
Safety Division, the Office of the,', PUblic, AdVisor,' the Consumer 

.. " .... 

Affairs Branch, and the utilities shall-: provid.e to: act> the 
information it ncecls to develop its acscssmcntand" recommendation • 

. , 

7 • Pacific and GTEC Shall .. work with CACO to '. develop the 
hardware and software necessary to create a dire~_computer link 

• • oJ., 

with CACD. Pacific and GTEC may recover their nonrecurring costs 
of setting up this computer linkthrouqh, a'Zfacteradjustment. 
This computer link will be accessed. only by CACDanclDRA. 

8. Within 60 days after, the effective date of. this order, 
'. " • . , ! •. " , . .1 . " • • • • .-

Pacific and GTECmay file motions for~protectiveorders, along with 
their respective monitorinq reports, . seeking to precl~ae access to 
highly restricted proprietary information. It necessary, the 
assiC]ned administrative law judge, will schedule a,hearing'to, tak~ 

• • r' • ... •••• ~. ' • , , ' 

:further oral argument or tes.timony, on the motions-,. ~ter having 
reviewed all timely filed responses thereto. All monitoring 

- 85- "-' 
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information shall De considered nonproprietary it no protective 
order is issued after this hearing process. 

9. CACD is hereby directed to place one copy of each of the 
three workshop reports, together with any and all opening and reply 
comments received relative to each of the reports, in the formal 
file ot this proceedinq (I.S7-11-033). 

10. GTEC and Pacific shall tile their respective annual 
sharable earnings calculations 1990 in accordance with this order 
on or before August 23, 1991. 

This order is effective today. 
Dated July 24, 1991, at San Francisco, California. 

- 86 -

PATRICIA M. ECKERT' 
President 

G. MITCHELL WILl< 
JOHN B. OHANIAN 
DANIEL Wln. FESSLER 
NORMAN O. SHUMWAY 

conunissioners 



I.87-"-O;; et al. APPENDIX A 

SEC'l'ION I. a • 

REPOR"l'S RECOMMENDED FOR CONTINUATION 
PACIFIC BELL 

CtJRR.EN'.r CPUC 
REPORT TItHE FREQUENCY RECIPIENT' 

1. G.O. 1ll-A TELEPHONE SERVICE QUARTERLY ORA 
MEASURES 

This report provides uniform standards of service for the 
installation, maintenance, and quality of telephone service. 

2. G.O. 152 - SERVICE MEASURES 
p~ LINE ALARM 

QUARTERLY CACO, ORA 

This report provides uniform standards for the installation, 
maintenance, and operation of private line alarm services. 

3. MAJOR SERVICE INTERRUPTION REPORT APTER ORA 
OCctmRENCE 

This report on quality of service provides data of a major service 
interruption. 

e 4. :MONTHLY APPEALS RESULTS S'OKMARY 
CHARS REPORT) 

MONTBLY 

The MARS report is actually three separate reportsz 

CACD 

1. MARS Report - Summary of company-wide informal complaints, 
CPUC complaints and FCC complaints. 

2. The Product Report - Displays the MARS results by product. 

3. A Customer Appeals Report for Enhanced Services - Record on 
the individual complaints. 

s. CORPORATE ACCESS LINE REPORT' 
(CALR) 

MONTBI.Y aco, ORA 

This report provides in-services, inward and outward movement. Change 
(in/out), and gain of access lines by market segment. 

6 • 1m t23 - PRODUCTIVITY 
MEAStJREMENT 

(Employoo Forco Counts) 

MONTBI.Y ORA 

This report provides reqular, temporary, full-time, part-time, 
salaried, and non-salaried employee force leve~s, and also contains 
details regarding employee wages and number of employees. 
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e 7. DIRECTORY ASSISTANCE, CALL VOLUME HON'!'HLY 
(includes appendix) 

ORA 

This report provides monthly call volumes for directory assistance. 

8.. Z'OH TRACKING REPORT ANNUALLY CACD, ORA 

This report provides information which aids Commission staff in 
calculating the number of messages per .specific ca.ses of access line 
growth. 

9 .. BEI,x,cORE CUSTOMIZED WORK 
PROGRAM BINDERS 

ANNUALLY DRA 

Bellcore provides centralized research, engineering and other services 
to its owner-clients. The Applied Research "Work Program'" (collection 
of projects with a common focus) of the Bellcore budget identifies the 
majority of the research activity at Belleore. These binders detail 
the Bellcore Work Programs specific to Pacific and show budget 
information regarding research, engineering and other services 
provided by Bellcore. 

10. BELLCORE PROJECT BUDGET 
FINAL REVIEW 

ANNUALLY ORA 

This report provides the total annual Bellcore project budget. 

ll. BELLCORE ANNUAL REPORT TO 
SHAREHOLDERS 

ORA 

This report details billed VB. budgeted information on a project­
specific basis for each work program. 

l2.. BETJ.cORE EXCHANGE, 
BELLCORE INSIGHT 
BEIJ.cORE DIGEST 

Bellcore publications 

13. EMPLOYEE PUBLI~IONS: 
o PACD'IC BELL'S UPOATE 
o PACIFIC lmGAZlNE 
o XNSIGH'r 
o 0'l:BER ~ TECHNOLOGY 

DEVELOPMENT REPORTS 

Pacific Bell publications. 

AS AVAILABLE OCD, ORA 

AS AVAILABLE CACD, ORA 
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14. CAPITAL BUDGET SUMMARY 
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Page 3 

ANNUALLY CACD, ORA 

This report contains a forecast for the current year ana two, 
subsequent years. The Capital Budget Summary information includes 
categories of capital costs associated with assets, growth, 
replacement, drivers/accomplishements/indicators, and major projects 
involving new products, services, and system/efficiency improvements. 
The report was modified during Monitoring Workshop II to includ.e an 
append.ix to Table III. The appendix will provide a description of 
e4ch project over Sl million for the life of the project listed. in 
Table III, rationale for undertaking the project and. the associ4't.ed 
expense. 

15. FR 11 - stlMMARY OF REPORTS MONTHLY CAeo, ORA 

This report is a high level summary of the Pacific'S financial 
information. Sheet 1 is the Income Statement information, i.e., 
Total Operating Revenues, Total Operating Expenses, Total Operating 
Taxes, Miscellaneous Income and Deductions, Interest Expense and Net 
Income. Sheet 2 is th.e Balance Sheet information, i.e., Assets, 
Liabilities, and. Stockholders' Equity. Sheet 3 contains various 
averaqos, percentages calculations, and statistical data. 

SUPPLEMENT A TO FR 11 MONTHLY CACD, DRA 

Th18 1. a summary of the FR 11 and the MR 11 (Sheets 1 ana 2, Income 
Statement and Balance Sheet, respectively) which comperes the two 
reports and details the differences. 

16. FR 14 - OPERA!t'XNG REVl:NOES MONTHLY CACI), DRA 

This report deta1ls the lowest poss1ble level of all the Operating 
Revenue Accounts (S;JCO~ accounts). 

17. HA 14 - BII-LED ~ OPERATING 
REVENOES 

MON'l'BLY CACD, DRA 

This report depicts billed and. operating revenues. Additionally, it 
contains current year date organized by market segment, detailing 
billed, unb1lled , earned (total) revenues. 

18. :MA 18 - CALL COMP1:.zI'IONS HONB'l'LY CACD, DRA 
~ N'OXBER SERVICES 

This report contains Call Completion and Number Services Expense 
Accounts &532, &621, &622, 4nd 6623 which 4rf) det4iled 4t the lowest 
possible level. 

19. :MA .9 - EXCHANGE/XN'l'EREXCHANGE MONTHLY DRA 

This report details ~!ssage Telecommunications Service messages. The 
primary user of this report is the Separations organization. 
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20. HA '16 - DEPRECIATION RESERVE MONTHLY OCO, ORA 

This report details Depreciation Reserve, Account 3100, by lowest 
level sub-accounts. Included on the report are accruals, gross 
salva9'e, retirements, cost of removal, other debits and credits, 
corresponding plant balanc0s, and r080rve to plant percentage8, as 
well as beginning and ending balances. 

21. MIt 121 - CONSTRUCTION MONTHLY CACD, ORA 
EXPENDI1'ORES RETIREMEN1' 

This report contains actual construction expenditures by major 
account, specific estimates, routine estimates, revised material and 
plant retirements. 

22. SN 1060 - COSTOMER OPERATIONS 
EXPENSE 

MONTHLY ORA 

'I'his report details Customer Operations Expense Accounts 66·11, 6·612, 
6613, 6623, and 6122. 

23. A 455& - REVENOES, EXPENSES, MONTHLY ORA 
AND NET PLANT AND WORltING CAPITAL 

This report contains selected portions of revenue, expense, 
net plant and working capital. 

24. COMPENSATION - G.O. 77-"1:. CACD 

G.O. 77-K requires that Pacific Bell furnish the CPUC with an annual 
report which depicts the names, titles, and duties of all employee8 
who receive compensation at the rate of $15,000 or more per annum. In 
addition, the report includes the actual compensation and personal 
business expenses; Dues, Donations, Subscriptions and Contributions; 
and the Payments of Attorneys. 

25. ANNO'AL REPORT', FORK H 
G.O. 104-A 

ANNUALLY CACD, ORA 

This report is required to be filed with the FCC by telephone 
companies which operate exchanges and have annual operating revenues 
in excess of $100,000,000 and telephone companies which do not operate 
telephone exchanges but operate to overse.e.s points or in the maritime 
radio serviee and have annual reporting revenues in excess of $50,000. 
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26. 10-X REPORT (SEC'O'RITIES , EXCHANGE »mtTALLY 
COMMISSION) 

CACD 

This is an annual report required to be filed with the SEC pursuant to 
Section 13 or lS(d) of the Securities Exchange Act of 1934. 

lO-K contains the following information: 

1. Report of Management 
2. Report of Independent Accountants 
3. Income Statement 
4. Balance Sheet 
S. Management discussion and analysis of results of operations. 

27. 10-Q REPORT (SEC'ORITIES 'EXCHJ\NGE QUARTERLY CACD 
COMMISSION REPORT) 

This is a quarterly report required to be filed with the SEC pursuant 
to Section 13 and lS(d) of the Securities Exchange Act. 

28. ANNOAL REPORT 'J.'O SHAREHOLDERS CACO 

This report is distributed to shareholders and is public information. 
This is now divided into two parts: 

1. Summ4ry Annual Report 
2. Proxy Statement/notice of Annual Meeting and Consolidated 

Financial Statements. 

29. BEX.xCORE FINANCIAL REPORTS 
(FB 2, l"B 3, FB 5) 

Q'OAR'l'ERLY ORA 

FB 2 i8 a Statement of Income, FB 3 is a Balance Sheet, and FB 5 is a 
Force Summary Report. 

30. BELLCORE FINANCIAL REPORT (PR 8) 

The PR 8 report provides information on project costs by elements 
(actual and budget). 

31. BELXCORE FINANCIAL REPORT 
(PR 14-1) 

QUARTERLY DRA 

The PR 14-1 report provides informat1on on project coata by category 
(actual, budqet). 

32. INTRASTATE EQOA'[.. ACCESS 
BALANCING ACCOUNT 

ANNOALLY OCD, ORA 

This report reflects Pacific"s actual equal access revenues in the 
balanCing account on a monthly basis. 

33. PLANNING OPERA%IONS MODEL DATA 
TRANSHIrl'AL FORK 

ORA 

This form is used to provide upd4tes to the Commi88ion~B tit Telecommunication's Model Catalog. 
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34. TAX AM) ACCOUNTING OD\NGES 
(e.g., uses of different methods 
of procedures) 

WITHIN 90 
DAYS OF 
RELEASE 

CAeD 

This report provides an analysis of tax and accounting changes within 
90 Qays of their release. 

35. 800 PRICE REDUCTION QUARTERLY CACD 

This report addresses usage volumes and revenues for 800 serTices. 

36. HIGH CAPACIn DIGITAL SERVICES SEMI-ANNUALLY CAeD 

This report shows revenues and expenses and any service complaints. 

37. SERVICE AREA 800 SEMI-ANNUALLY ORA 

This report provides service-specific revenue, volume, implementation 
costs and all other expenses. 

3S. CUSTOM 800 QUARTERLY CACD 

This report tracks the monthly line volumes by market segment; 
messages and ~nutes; total revenues, total volumes and revenues. 

39. ADVANCED DIGITAL NETWORK (ADN) SEMI-ANNUALLY oeD 

This report provides service-specific revenue, volume and eost 
tracking for ADN. 

40. 49SA - FORECASr OF INVESTMENT 
, USAGE REPORT 

ORA 

This report identifies the forecasted. joint investment dollar amounts, 
forecasted usage, apportionment between regulated and nonregulated 
services and actual usage true-ups to the original apportionment as 
needed.. 

41. 495B - ACTUAL USE OF INVES'l'MENT 
REPO~ 

DRA 

This report identifies the actual joint investment d.ollar amounts, 
actual usage and. apportionment between regulated. and. nonregulated. 
services. 

42. FEDERAL COS1'" ALLOCATION .MANUAL 
(F-CAK) 

QUARTERLY ORA 

The F-CAM separates total company revenues, costs and investments 
between regulated and nonregulated activities. 

43. GOIDELlNES FOR TRANSFERRING 
ASSETS TO AFFILIATES 

AS ISSUED 

These guidelines provide the reporting requirements for transferring 
an asset to an Affiliate or Subsidia~. 
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44. TRANSFER PRICING INSTRUCTIONS UPON REQUEST ORA 
- STANDARD INS'l'ORCTIONS (5.1.) 80 

Standard instructions for transfer pricing of Pacific Bell services to 
an affiliate. 

45. 'l'ARIFFED 'rELECOMHONICATIONS QUARTERLY CACD 
TRANSKISSION SERVICES REPORT 

This report provides the quarterly total of Pacific Bell's tariffed 
telecommunication services billed to affiliate by affiliates as well 
as Pacific Bell Directory Advertising to affiliates. 

46. PACIFIC TELESIS AFFIL~ 
TRANSACTIONS POLICIES, 
PROCEDURES AND REPORTING 
REQUIREMENTS 

AS REVISEO CACO 

This document explains Pacific Telesis' policy on transactions between 
affiliates and states the guidelines. 

47. REQUEST FOR INFORMATION AND UPON REQUEST" ORA 
SAFEGOAROING PROPRIETARY 
INFO~ION - STANDARD INSTRUCTION 
(S.I.) 178 

Standard instructions on request for information and safeguarding 
proprietary information. 

48. PACIFIC BELL INTELLECTUAL 
PROPERT!' HANOAL 
- S'l'ANDARD INSTRUCTION 

(5.1.) 179 

UPON REQUEST' ORA 

Standard instructions for intellectual property procedures. 

49. RECORD RETENTION 
- STANDARD INSTRUCTION 

(S.I.) 9 

UPON REQUEST ORA 

Standard instructions for record retention. 

50. NO'l"IP'ICA!L"ION OF ASSET TRANSFER 30 DAYS 
PRIOR 1'0 
OCCURRENCE 

CACD 

Asset transfers over $100,000 must be reported 30 days prior to 
occurrence. If an asset transfer of property or property rights is 
less than $100,000, it must be reported annually. 

51. INTERCOMPANY PERSONNEL MOVEMENTS QUARTERLY ORA 

This report shows the movement of employees between Pacific Bell 
(including Pacific Bell Directory) and non-Bell affiliates. 
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52. PACIFIC BELL ORGANIZATION CHART AS ISSUED CACD, ORA 

This chart shows the organization structure for third level and above 
by name. 

5~. PACIFIC TELESIS ORGANIZATION 
CHARTS 

AS ISSUED ORA 

This chart provides a listing of Pacific Telesis affiliate and non­
affiliate companies. 

54. ANNUAL REPORT ON X/WSE PLAN FOR 
INCREASING X/WSE PROCOREKEN'l' 

ANNUALLY EXECUTIVE 

This is an annual report of our M/WBE program for the prior year 
and Pacific's plan for increasing M/WBE procurement over the next five 
years. 

55. AVAILABILITY OF 24 HOUR PAY PHONES SEMI-ANNUALLY CACD 
RESULTING IN THE INTRODUCTION OF 
COPT SERVICE 

This report monitors the availability of pay telephones~ shows COPT 
inward and in-service; Pacific public and semi-public phones replaced 
by COPT~ the number of "outdoor" COPT telephones and the approximate 
increase in outdoor COPT from the last report. 

5&. HtJLTILINGO'AL SEMI-ANNUALLY CACD 

This report contains a complete narrative of programs made and 
problems encountered, relating to multilingual service, special 
statistics relating to the number of customers served by language, 
geographic area and type of service such a8 repair, billing, and 
operator services; a copy of any recommendations made by the Bilingual 
Consumer Advisory Councilor any succssor group on multilingual 
services during the period in question. 

57. EMERGEANCY SPANISH LANGUAGE 
ASSITANCE BUREAU (£SLAB) 

QUARTERLY 

This report measures ESLAB service (percentage of calls answered 
within &0 8econds) 

58. NON-ENGLISH SPEAXIHG PERCENTAGE 
BY EXCHANGE 

ANNUALLY EXECUTIVE 

This report is a list of serving areas or. exchanges in which there is 
a non-English speaking minority compri8ing 5% or more of the 
population as determined by current census data. 

59. NUMBER RETENTION SERVICE SEXI-ANNUALLY CACD 

This report tracks monthly in-service volumes and recurring and non­
recurring revenues and costs. 
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6 O. BILL INSERTS FOR (AVAILABLE 
TELEPHONE SERVICES) 

APPENDIX A 
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ANN'O'ALI. Y ~ 
AS ISS'OED 

CACD, ORA, 
CONSUMER AFFAIRS 
BRANCH, PUBLIC 
ADVISOR OFFICE 

Copies of inserts for bills detailing specific additions/deletions and 
reationale for each customer's phone service. 

6l. BILL INSERTS (STATE-WIDE) ANN'OALLY ~ 
AS ISSUED 

CACD, ORA, 
CONSUMER AFFAIRS 
BRANCH, PUBLIC 
ADVISOR OPP'ICE 

Copies of inserts for bills detailing specific additions/deletions and 
rationale for each customer's phone service. 

62. BILL INSERTS (DIRECTORY LISTINGS) RESPONSE 
CARD EVERY 
3 YEARS AND 
NOTICE IN 
INTERVENING 
"fEARS 

CACD, ORA, 
CONSUMER AFFAIRS 
BRANCH, PUBLIC 
ADVISOR OPP'ICE 

Copies of inserts for bills detailing specific additions/deletions and 
rationale for each customer's phone service regarding directory 
listings only. 

63. CALIFORNIA 900/97& HON'l'BLY Ii 
QUAR.'.t'ERLY 

The 900 monthly report tracks the revenues and the non-recurring 
revenues, adjustments, calls and minutes by LATA, by catego~. The 
900 quarterly report ineludes blocking, consumer safeguard traeking 
and independent company negotiation. The 976 report tracks revenues, 
calls and adjustments by segment, category and program access lines by 
area code. 

64. CALL BONOS QUARTERLY CACD 

This quarterly report contains a study assessing the need for 
customers to be notified whether or not they benefited from the 
calling plan. 

65. c::c..EARANCE OF INP'RACTIONS AS REQUESTED SAFE'rr DIVISION 

This report details specific information regarding an infraction and 
date of clearance. 

66. CUSTOMER NOTIFICATION LE'l'TER AS ISSUED CACD, ORA. 
CONS1JMER AFFAIRS 
BRANCH 

All notifications to the customers regarding' changes, directory 
coverage, etc. 
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67. ~CED 911 SERVICE TlU.CXING 

APPENDIX A 
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QUARTERLY CACD 

This report includes revenues, volumes and costs for E-911 network 
services and CPE. 

68. INTERCOM: PLUS: TRAoa:NG REPORT" ANNmW:.Y CACD 

This tracking report trac}:s annually the volumes associated with this 
product for 5 years. 

69. HEAStJREI) SERV:CCE IKPLEKENTATION 
PROGRAM: 

ANNmW:.Y CACD 

This report provides the Commission an implementation schedule for the 
measured service. 

70. NPA CHlI.NGES G MONTHS 
PRIOR TO 
CHANGE 

DRA 

Notification to the Commission of any basic modifications in the 
objective numbering plan including any proposed splitting of 
or additions to numbering plan areas, any increases or decreases in 
digits to· be dialed, any re-numbering of area codes or any large scale 
changes in central office codes. 

71. PBLAN QUARTERLY CACD 

e This report tracks revenue, volume, expense and investment. 

72. APFILIATE VOUCHER TRANSACTION 
DETAIL REPORT 

HON'.t'BLy DRA 

This report details transactions with affiliates by voucher detail. 

73. PRIVACY OF TELEPHONE ANNUALLY EXECUTIVE" 
COMMUNICATIONS 

This report provides information of instances reported or found in 
which a device was installed or believed to have been installed for 
the purpose of overhearing telephone communications. 

74. ~FF REVISIONS -- FCC AS ISSUED CACD 

Copies of FCC tariff revisions showing basic toll rate plans. 

7 S.. TOD DISBURSEMENT PROGRAM QUARTERLY CACD 

This report lists agencies that request TDDs, and agencies that are 
supplied TDDS and an explanation if the request was denied. 

76. LABOR RM'ES BINDER AS ISSUED CACD . 

A set of stand~d labor costs for individuals performing the functions 
of a specified job description at a specific wage schedule or salary 
band. 
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77. ARrICLES OF INCORPOR.A.TION 
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AS ISSUED CACD 

Whenever the Articles of Incorporation are amended, a copy is filed 
with the Commission. 

78. BASIC SERVICE ELEMENTS 
(FIRS'r SIX INITIAL BSEs) 

OtJAR.1'ERLY CACD 

This report provides service-8pecific revenue, volume and cost 
tracking for BSEs associated with Open Network Architecture (ONA). 

79. BEtJ:.CORE FINANCIAL REPORT 
(PR 123) 

QUARTERLY DRA 

This report details owner-client project cost by work proqram. 

80. CENTREX INTEGRATED SYSTEMS SEMI-ANNUALLY CACD 

This report provides service-specific revenue, volume and cost 
trac~ng for Centrex Integrator System. 

8l. CONTINUING PROPERTY RECORDS WHEN REVISED CACD 

A plan of the method to be used in the compilation of a continuing 
property record with respeet to- each class of property. The plan 
includes a list of the property record units, a narrative statement 
describing in detail the content and method of maintenance of all 
forms and other records whieh are designed for use in compiling the 
continuing property reeord. 

82. CONTRACTS :m mECT/ 
TERHI~/WITfIDRAWN 

ANNUALLY CACD 

This report lists all eontracts in effect for joint occupancy poles, 
underground duct space, armed services, Western Union, private mobile 
services, directory assistance service agreements, miscellaneous 
common carriers, police and fire alarms, miscellaneous, e.g., E-9l1. 

83. COST FACTORS BINDER ANNUALLY CACD 

This binder includes cost factors which account for the direct 
recurring annual costs incurred by Pacifie Bell. 

84. VOICE HAIL FINANCIAL TRACKING MONTHLY CACD 

This is a financial tracking report which shows service-specific 
revenue, expense and investment. 

85. DE-TARIFFED PUBLIC PACKET 
SWITCHING 

MONTHLY CACD 

This is a financial tracking report which shows service-specific 
revenue, expense and investment. 
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86. 'ro'rAL PUBLIC PACKET SWITCHING MONT.BLY CAeD 

This is a financial tracking report which shows service-specific 
revenue, expense and investment. 

87. CALIPORNU CALL MANAGEMENT' MONT.BLY OCO 

This is a financial tracking report which shows service-specific 
revenue, expense and investment. 

88. PACIFIC BELL CONNECTION (E-MAIL) MONTHLY CACO 

This is a financial tracking report which shows service-specific 
revenue, expense and investment. 

89. FONC'tIONAL ACCOUNTING/FINANCIAL 
CODE MANUALS 

AS ISSUED ORA 

The Financial Code Specifications Manual and the FMS Financial Code 
Hierarchies.and SSET manual provide code narratives, code descriptions 
and relationships for the financial function and expenditure 
hierarchies. 

90. FCC DAILY DlGES"r (FCC N01'ES, 
OPINIONS, ORDERS, RULINGS AND 
ALL PLEADINGS 

MONTHLY ORA 

Report card stating compilations of FCC's daily activities. 

91. PACIFIC BELL ACCO'ONTS HANO'AL Q'OARTERLY 

The accounts manual includes general instructions and account 
narratives of Pacific Bell and Nevada Bell's accountinq system, the 
chart of accounts and reporting requirements as well as related 
information. 

92. SALES AGENCY PROGRAM QUARTERLY CACO 

This report shows volumes and total sales generated under the Sales 
Agency Program; total sales commission paid and specific sales 
commission levels paid to each authorized sales representative. 

93. Q'OARTERLY REPORT (QR) , 2A QUAR.'l'ERLY DRA 

This report detAils all the changes in Telephone Plant Accounts. 

94. SHORT TERM: NOTES KON'l'BLY CACD 

This report lists Pacific Bell's short term debt activity. 

95-. USOC HANO'AL QUARTERLY CACO, ORA 

The manual contains the service order codes for Pacific Bell products. 



I.87-11-033 et al. APPENDIX A 
Po.ge 13 

96. USER FEE QOAR'l'ERLY CPOC CASHIER 

e The User fee is paid quarterly in compliance with Resolution M4727 
which authorizes funding of the CPOC from the fees imposed upon each 
regulated utility, common carrier and related business. 

97. 'O'l:XLX'l"Y OSERS' TAX ANNOALLY DRA 

The Telephone Utility User's Tax (00'1') is a tax imposed on all persons 
using intrastate telephone service. This report is a list of cities 
imposing Utility User Taxes. 

98. OVERHEAD-'ONDERGRO'OND 
ELECTRICAL LINE 

ANNUALLY' DRA 
ASREQOESTED 

This is a statistics and accident report showing overhead and 
underground line related accidents on an annual basis. 

99. LEC AGREEEMENTS AS ISSUED CACD 

Agreements between Pacific Bell and the Local Exchange Carriers 
stipulating the rates and conditions under which one company provides 
the other a specific service. 

100. COKMSTAR "lRAClaNG REPO~ KON'l'BLY CACD 

This report tracks monthly in-service volumes, inward movement, 
recurring and non-recurring billing. On an annual basis, PaCific will 
provide actual reeurrins and non-recurring costs plus a description of 
extraordinary marketing/advertising costs directly assignable to­
COMMSTAR or jointly with other products. 

101. CUSTOMER. SURVEYS AS INIT~D CACD 

Customer surveys refer to telephone surveys. conducted by Pacific Bell. 

l02.DIRECT ~/DlREcr RESPONSE AS ISSUED CACD, DRA, 
CONS'tJ.KER AFFAIRS, 
BRANCH 

This is advertising material Pacific providos to its customers. 

103.ACCIDENT REPORr.S AS OCCURS 

This report is issued at the time of a fatal or serious accident of an 
employee, which occurred while working on Pacific Bell's overhead or 
underground power or communication systems in California. 

104 • .ACTOARXAL REPORr.S OPON REQUEST CACO 

This report shows the current year's funding and expense requirements 
for the pension plan. 
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10S.BYPASS (ACCESS) SEHI-ANNO'ALLY CACD, DRA 

~ This report provides examples of facility and service bypass; 
estimates revenue losses to Pacific Bell based on the known 
examples, for the purpose of enabling the Commission to monitor the 
development of facility and service bypass. 

10G.DECISION D~A FILE MONTHLY CACD 

This report lists the Commission decisions which have been signed the 
previous month that have a revenue impact on Pacific Bell 

107.DIREC'roRY - WHITE PAGES 
RESCOPING 

ANNO'ALLY CACD 

This is a report to the Commission on Pacific's progress 
in rescoping white pages coverage in its metropolitan area alphabetic 
directories. 

108. ES'.rABLIsmmN'l" AND RE-ESTABLISH- FINANCIAL CACD 
KENT OF CREOI'r 

Every six months the Centralized Credit Check System (CCCS) Committee 
is required to file a report detailing the effects of the trials 
ordered in T-12092. Relevant data includes net bad debit and expense 
savings of not performing the establishment-of-credit procedure. On 
7/03/90, the CCCS Industry Committee filed the Final Report on Uniform 
Tariff Rules for the Establishment of Credit for Residence Service and e Deposts in accordance with Reeolution T-12092 dated 6/17/88. 

109. PORCE MANAGEMENT REPORT MONTHLY ORA. 

This report shows total employees, additions to the force and force 
deductions. 

110.nY OFFICERS TO WHOK CORRESPONDENCE UPON REQOES'r 
SHOULD BE ADDRESSED 

Information was originally requested in a data request from the 
Commission stAff for the period from January 1987 through July 1988 .. 
However, responses to this data request continue to be issued monthly. 

111. LIST RENTAL SERVICE ANNUALLY 
(JANOARY) 

CACD 

This is an annual finanCial report tracking the expenses and revenues 
aSSOCiated with the List Rental Service. This service has been in 
effect since 1986 .. 
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MONTHLY CACD, DRA 

This report is a high level summary of the Company's financial 
information, i.e., Total Operating Revenues, Total Operating Expenses, 
Total Operating Taxes, Miscellaneous Income and Deductions, Interest 
Expense and Net Income (Sheet 1) which reflects Part 32 revenues, 
regulations and other FCC conventions. Sheet 2 is the Balance Sheet 
information, i.e., assets, liabilities and stockholders' equity. 
Sheet 3 contains various averages, porcentages, calculations and 
statistical data. 

113.HR #2 - BALANCE SHEET MON'l'BLY CACD, DRA 

This is the company balance sheet which reflects FCC Part 
regulations andother FCC conventions. Sheet 1 represents 
assets; Sheet 2 represents total liabilities and capital. 
balances to MR *1, Sheet 2. 

32 rules and 
total 
This report 

114.HR .3 - INCOME ST~ MON'l'HLl' OCD, ORA 

It is the company's income statement which reflects FCC Part 32 rules 
and regulations and other FCC conventions. This report balances to· 
the MR *1, Sheet 1. 

11S.HR .3 - S'OPPLEKENT A MON'l'HLY CACD, ORA 

This report details subaccount level federal, state and local income 
taxes and other taxes related to income and is intended as a 

- supporting document to the MR '3. This report reflects FCC Part 32' 
~ rules and regulations and other FCC conventions. 

11&.HR 13 - STATE OF CALIFORNIA MONTHLY ORA 

Thi.s report .is exactly the sarne as the regulA%' MR .3 from lines 1 thru 
1&. 

117.XR '4 - OPERA7ING REVENUES MONTHLY oeD, DRA 

This report details the lowest possible level of all the Operating 
Revenue Accounts (5xxx accounts) reflecting FCC Part 32 rules and 
regulations and other FCC conventions. 

118.HR .5 - OPERA!rING EXPENSES MONTHLY CACD, ORA 

This report provides plant specific operations expense at account 
levels which reflect FCC Part 32 rules and regulations and other FCC 
conventions. 

119.HONTHLY SEP~IONS SOHMARY 
OF INTERSTATE AND INTRASTATE 
OPERA~IONS (AKA RESULTS OF 
OP~IONS - SEPARAXED MS18&/7) 

MON'l'BLY CACD 

This report shows separated results prior to any ratemaking 
adjustments. 
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OPON REQUEST CACO 

This report provides revenue and cost data for the Public Packet 
Switching service. 

121.RESOLTS OF OP~IONS 
INTRASTATE REPORT 
(S'tJRVEILLANCE RZPOP!J!/074 REPORT) 

MONTHLY aCD, DRA. 

This summary report provides detailed information on intrastate 
revenues, expenses, rate base, and rate of return (ROR) in a manner 
reflecting Commission ratemaking conventions 

122.CAPITAL STRUCTURE AND COSTS MONTHLY CACD 

This report is provided monthly along with the Intrastate Results of 
Operations Report (Surveillance Report). It shows Pacific Bell's 
equity and debt and the costs associated with these components .• 

123.RESOLTS OF OPERAXIONS 
PACIFIC BELL (BOUND) 

ANN'O'ALLY CACD, DRA 

This report contains a comprehensive, detailed view of the results of 
Pacific Belll operations, from both a financial and operational 
perspective. It provides a comparative operation statistics as well 
as a summary of major Commission decisions impacting the company. 

124.RA1'ES OF RE'1"URN AND CAPITAL e STRUCTURES REPORT 
Q'OARTERLY CACD 

This is a quarterly report showing Pacific Bell'S equity and debt and 
the costs associated with these components. It is based on two 
months of actuals and one month of projections. 

12S.~ OF DEVXAXIONS OPON REQUEST CACD 

Deviation of services refers to exceptions to G.O. 96A and 
tariffs. 

12& • MONTHLY REPORT' AND CLAIX 
STATEHEN"r - tJNIVERSAL 
TELEPHONE SERVICE FOND 

XONTBLY ULTS 
ADMINISTRATIVE 
COMKX'l'TEE 

This report is tho financial statement for the Universal Telephone 
Service Fund. The report includes the number of Universal Telephone 
Service Fund users_ 

127.DIRECTORY CLOSING AND 
DELIVERY SCBEOOLE 

AS ISSUED CACD 

This report lists pertinent info~ation regarding Oirectory sales 
campaigns including advertising close dates, directo~ issue dates, 
delivery start dates, etc. 

(END OF APPENDIX A) 
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SECTION I.b. 
REPORTS RECOMMENDED FOR CONTINUATION 

GTEC 

CORRENT CPUC 
FREQUENCY BECIPIENT 

( 1) TELEPHONE SERVICE LEVELS QUARTERLY CACD, DRA 

G.O. 133-A Report on telephone service levels. This report provides 
uniform standards of service for the installation, maintenance, and 
quality of telephone service. 

(2) PRIVATE LINE ALARK QOARTERLY OCD, DRA 

A report on private line alarm service. This report provides uniform 
standards for the installation, maintenance, and operation of private 
line alarm services. 

(3) NOTIFICATION OF MAJOR 
SERVICE INTERRTJPTIONS 

'OPON 
OCCURRENCE 

DRA 

MAjor service interruptions are reported to the Commission as they 
occur. 

(4) MONTHLY OPERATIONS REPORT 9000 HO~Y CACD, DRA 

This report provides financial data regarding GTEC in the form o,f 
ineome statement, balanee sheet, and analysis of operating expenses 
and revenues. Also containe the following data: 

Access Line Counts - This data (pg. 14 of the MOR 9000) 
details the number of residential and 
business switeh aeeess lines, both 
single-line and multi-line. Other 
switched access lines are also shown, in 
addition to special access line counts. 

Growth Levels - This data (found in MOR 9000) details 
customer growth statistics, and usage 
per customer growth. 

( 5 ) NOTICE OF TAX AND ACCOUNTING 
CHANGES 

AT LEAST 90 
DAYS AFTER 
CHANGES ARE 
APPROVED BY 
FCC. 

This report notifies the Commission of GAAP changes, as they are 
adopted by the FCC, and their associated revenue impacts. 
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(6) INTRASTATE RES'OLTS OF OPERATION 
(103 Report) 

MONTHLY CACO, ORA 

This is a monitorinq report from cost o·f service regulation that 
reports the companyOs rate of return with ratemaking disallowances. 

(7) SEPARM'ED RESOL'I'S OF OPERATIONS MONTHLY oeD, ORA 
(101 Report) 

This report shows the separation of the company's books between 
intrastate and interstate jurisdictions. 

(8) REPORT OF HEHBERSHIP DOES, 
CONTRIE.TJTIONS AND DONATIONS 
AND SALARIES OVER $75,000 

ANNUALLY CACD 

This report provides data on membership dues, contributions, 
donatiOns, and salaries over $75,000. 

( 9 ) CEN'l'RANE'1' QUARTERLY REPORTS QUARTERLY 

TMs report provides Actual costs, revenues And volumes associated 
with the provision of CentraNet service. The report includes non­
recurring costs associated with the provision of CentraNet, the intra­
system usage costs, right-to-use fees and actual in-service and inward 
movement for each CentraNet tariff rate item. This reporting 
requirement will end with the expiration of the provisional tariff at 
the end of 1990. 

( 10) UNDERGROUND CONVERSIONS UPON REQOEST SAnTY DIVISION 

Information showing costs of conversion of existing aerial facilities 
are gradually being plAced underground either at the initiative of the 
company, pursuant to the obligations imposed by 0.73038, or at the 
request of individuals or qovernmental aqencies pursuant to' the 
reimbursement rules found in the company's tariffs will be available 
upon request. 

( 11) INTEREST DtnUNG CONSTRUc-l'ION QUAR.DRI.Y 

This report requirement shows the mechanics of using quarterly indiees 
to derive a monthly IOC rate. This rate applied to plant under 
construction balances qenerates the amount of interest during 
construction booked each month. 

( 12) WEIGB11m AVERAGE COST' 
OF CAPITAL 

XON'l'BLY CACI) 

This report provides the financial data to calculate the weiqhted. cost 
of capital for a rolling 12-month period.. This information is 
contained within the MeR 9000 Report. 

( 13) SAMPLE DECISION DATA FILE MON'l'BLY CACD 

The report lists the decisions or resolutions having a revenue impact 
on the company along with the dollar impact as a percentage of gross 
revenues, authorized ROE and ReR and the impact on average residential 
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bills. Authorized ROR and ROE tracking ha3 been modified by 0.89-10-
031. 

( 14 ) ANALYSIS OF PAYROLL .MONTHLY CACD 

This report provides GTEC's productive and non-productive payroll 
hours by month and functional account. Labor hour information will be 
included in the Economic Efficiency report proposed by ORA and agreed 
to by GTEC. 

( 15) FACILI'l'Y-R.ELAXED ACCIOEN'l'S AND ANNOALLY SAFETY OIVISION 
LINE STATISTICS 

This report provides information of facility-related accidents and 
line statistics. 

( 16) TELEPHONE TAP DEVICES ANNUALLY CACD 
DISCOVERED 

This report provides information of instances reported or found in 
which a device was installed or believed to have been installed for 
the purpose of overhearing telephone communications. 

( 17 ) EHERGEANCY SPANISH LANG'O'AGE 
ASSISTANCE B'OREA'O HEASlJREHENT 

QUARTERLY CACD, EXEctrrXVE 

This report detai13 the requirements for bilingual services to be 
provided to non-English speaking persons by telephone utilities in the 
State of California. 

( 18) NON-ENGLISH SPEAXING 
PERCENTAGE BY EXCHANGE 

EXECUTIVE 

This report details the requirements for bilingual services to be 
provided to non-Enqlish speaking persons by telephone utilities in the 
State of California. 

( 19 ) REPORTS OF W/lmE ACTIVITIES EXEC'D'l'IVE 

This report provides information on procurement activity with Women 
and Minority Business Enterprises. 

( 20) PRACTICE USED TO ASS'ORE 
PRIVACY AND SECRECY 

AS REVISEO CACD 

This report provides changes to GTEC'a Administrative Practice as it 
is revised. 

( 21 ) CUSl'OMER INP'ORHA.TXON N01'ICES ANNO'ALLY PUBLIC ADVISOR: 

This notice is a bill insert to customers. 

(22) TELEPHONE DIRECTORIES 
(Including Street Address) 

Telephone Book Publications 

(23) TARIFF CONTRAC1"S 
AND DEVIA1"IONS 

AS ISSUED CACD 

SEHI-ANN'OALLY CACD 
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This report is consistent with tariff reporting requiremer.~ts. 

(24) FORK K-ANNOAL REPORT' TO FCC ANNO'ALLY 

This report provides financial and statistical data. 

(2S) ANN'O'AL REPORT TO SHAREHOLDERS 
AND 0'1'HEk FINANCIAL STATEMENTS 

ANNOALLY 

CACD 

CAeD 

This report provides operatinq and finaneial information. 

(26) RECEIPT fl DISB~ OF 
SALE OF s.roo::s, BONOS & OTHER 
INDEBTEDNESS 

HON'l'BLY Ci!\CO, ORA 

This is a reporting requirement only when such financin~T activity 
exists. However, in addition, the MOR 9000 provides a schedule with 
the outstanding balance of common and preferred stock, notes payable 
and lonq term debt. 

(END OF APPENDIX B) 


