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INTERIM ORINION

I. Summary of Decision

This decision adopts .a monitoring‘programptoerac;ficﬁ
Bell (Pacific) and GTE.California Incorporated (GTEC) which .
eliminates cextain existing. reports and adds 40 new reports.to .
track the operations of these major telephone utilities under the
new regulatory framework (NRF). Thie comprehensive monitoring
program recognizes the Commission’s need to continue to. oversee the
financial and technical activities, and operations of these,ﬁwo‘
local monopoly telephone companies in view of the recent .
substitution of incentive regqulation for the historical and moxe
traditional scrutiny of revenues, expenses, and rate of return, on
a depreciated rate base in periodic general rate proceedings. . .
The decision adopts a policy for treatmont of tradmtional
ratemaking adjustments. While most of the priox ratemaking
adjustments will be excluded from the new shareable earnings.
caleulation, others will remain and become #Z* factors in.
determining price caps, above which any further earnings w1ll be
shared with ratepayers. : . .
The decision also expresses our d;sappomntment that th;s |
initial effort has prompted the termination or,only;a;smgll number
of existing reports. However, we. are nonetheless committed to
streamlining the reporting requirements: of these utilities in the
future. This order establishes clear guidelines for- eliminating
any historical reports which cannot be justified for. cont;nuat;on
under the new incentive requlation of the NRF. |
Accordingly, this order directs a review .of the need for
all ongoing reports as part of the planned 1992 revxew‘ofw;ne NRF ..
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TX: Backarownd

In Decision (D.) 89-10-031, we adopted incentive-based
regulation for Pacific and GTEC, the state’s two largest local
exchange telephone companies (LECs). D.89-10-031 resulted- from
Order Instituting Investigation (I.) 87-11-033, our investigation
into Alternative Regulatory Frameworks foxr: Local. Exchange., Carriexs,
which was divided into three phases. Phase I involved limited
" pricing flexibility and competition for selected services.:
Phase II adopted an incentive-based regulatoxy framework .in.place .. .
of the more traditional cost-of-service regulation.- - Phase III, . .
currently in progress, is examining competition in the marketplace.

In D.89-10-031 we found that the change to incentive- .
based regulation warranted expansion of our already comprehensive
monitoring of these utilities’ operations in order to -provide ... .
prompt signals of potential problems. We therefore requasted the
Commission Advisory and Compliance Division (CACD) teo heoeld .. . ‘
workshops to review Pacific’s and GTEC’s current reporting. N .
requirements and to identify the need for any additional -
requirements. We also stated that, if necessary, we would. issue a
follow-up decision on any monitoring issues left unresolved through
the workshops. T L o

We stated that our monitoring: plan would be dynam;c,
flexible, and adaptable as needs’ for more information-become-
apparent. We also encouraged the continued participation of ‘
© interested parties (in addition to staff and the LECS) because such-
partzclpatxon enbances the ab;llty‘oz the Commission to .make better;
dec;smons. : : R
Although several topics"werewselectedﬁtormconsideration
in workshops, we left it to CACD to decide whether to hold a single
workshop or a series of workshops and whether to file one or more

workshop reports.
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CACD addressed the issues in'a’series of three workshops
and reports in'1990. The first, addressing service-specific cost ... .
tracking and cost allocations, was held . in six sessions from May. 21 ..
to May 29} 1990, in the Commission’s San Francisco offices. . ‘The ,‘
second set of workshops, addressing monitoxing reporting . SR
requirements, was held in seven sessions from July 31 to August Qe
1990. The third set, addressing the need to retain ratemaking
adjustments in the new framework’s earnings calculation, was held
in three sessions from October 29 to 31, 1990. In all, ten parties
were represented: AT&T Communications of California (AT&T), Bay
Area Telepoxt (BAT), the California Cable Television Association
(CCTA), the City of Los Angeles, the Commission’s Division: of . .
Ratepayer Advocates (DRA), GTEC, MCI Telecommunications Corporatlont,
(MCI), Northern Telecom, Inc., Paclflc, and Toward: Ut;l;ty Rate .
Normalization (TURN). ' ‘

TURN and others objected generally to the use of
workshops to determine moniteoring recquirements for the NRF.
Specifically, TURN stated:

7TURN strongly opposes the use of workshops to
decide other outstanding issues resulting from
the ARF decision. As TURN feared, due process
is being sacrificed to expediency under the new
regulatory framework.” (TURN Opening Comments,
Report I, p. 7.)

AT&T and others disagree. AT&T asserts:

#The workshop process is a reasonable and
efficient forum for all parties to present
their positions and understand the positions of
the other parties outside of formal hearings,
and to reach a general consensus where
possible. To the extent parties disagree with
the conclusions of the workshop, the process
has allowed for the filing of written comments
for the record. The process is therefore
similar in nature to a rulemaking proceedmng,
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. L.)
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- on July 12, 1990, CACD filed its - “Monitoxring Workshop I
Report,” which detailed CACD’s.recommendations to the Commission on.
the utilities’ service-specific.cost.tracking‘and‘costral;pcatiqps:,_
on September 25, 1990 CACD filed its “Monitoring Workshop II.. |
Report,” and on Decenmber 21, 1990 its “Monitoring Workshop III
Report.” : SRS _—
-In accordance with a. schedule establ;shed by CACD,;, |
partles were given opportunities, first,.to file comments on, cach
of CACD’s workshop reports, and then to file reply comments. On .
Workshop I, AT&T, CCTA, DRA, GTEC, MCI, Pacific, and TURN filed
comments: AT&T, DRA, GTEC, and Pacific filed reply comments. On ‘
Workshop IX, AT&T, BAT, CCTA, the City of Los Angeles, DRA GTEC,. -
MCX, and Pacific filed comments: CCIA, 'DRA, GTEC, Paczf;c, and Tvﬁﬁ
filed reply comments. And f£inally, on Worxrkshop, - III, DRA,. GTEC,, .
MCI, Pacific, and TURN filed comments; GTEC and Pac;flc, reply
comments. - : - oo




IXX. Discussion of Workshop I,. Servmce—Specx!;c..,_ﬂww,

SQﬁ&_IIﬁQKLDS_QBQ_SQﬁﬁ_EllQSQELQDS

In D.89-10-031 we found that DRA’S’ proposal for. ongoing:.
service-specific cost tracking and allocations based on:fully
distributed embedded costs should be adopted. In view. of the::
linited record available to us at that time, we envisioned a. .-
tracking system that would: (1) perform a benefit analysis. of a - .
service’s prof;tabalmty, (2) help in evaluating the potential for
ant;competxtmve behavior, and (3) aid in setting price floors or in -
noving servlces among categormes and in determining whether a rate
increase to offset poor”earnings might be justified. We detexrmined. :
that such a system would be ongomng, ‘would fully allocate .costs
(1nclud1ng a share of company overheads) based on embedded costs,.
would follow the Federal Communications Commission”’s (FCC). Part 64
methodology for allocation of costs to below-the=line services, .and
would be applied consistent with the Uniform System of Accounts
prescribed by this Commission. We 'also determined that the cost- -
tracking system would require only slightly more resources than .
would occasional studies prepared*asn‘eede'd'.1 R

Until now, we were not able to reach conclusions
regarding service-specific cost tracking and cost allocations,-
because the Phase IX record was not adequately developed for us to
do so. Accordlngly, we requ;red partles to address this topic in-
workshops. ' ‘ T

The workshopfparticipants~were«asked to-detail”speciric'q;
tracking requirements, both by category and by-service; to ...
determine what should constitute avﬂservzce"- ‘and-toaddress :
whether the Part 64 methodology could and/or should be applied on a
serv1ce-specxflc basls. ' : - PR e

1 Alternative Regulatory Frameworks for Local Exchange Carriers
(1989) 33 CPUC 2d 43, 195.
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Of the commenters, CCTA and ‘Mex” fault CACD" for talllng to
address major: issues from the workshop or for seriously. .
mischaracterizing the workshop developments. CCTA cité 5 peclfmc .
omissions of “issues ox positions raised by partles othcr than the |
local exchange. carriers . . . or the division of ratepayer _ '
advocates.” MCI states that the report neglects “the goals set outur
by the Commission”; does not provide.”an accurate reflectlon of the
information derived from the workshops”; is ”1nconslstent in
formulating recommendations in the report”; and neglects ”many
detailed issues that were covered in the worxkshep. process.”

‘By contrast, DRA says. that ”CACD has produced a‘wrltten
repoxrt covering the basic isswes of Workshop I. . . AT&T
~commends CACD’s efforts in producing this report, and supports thc,
recommendations of the report [with exceptions].” Pac;f;c notes,_A‘
that “the report accurately reflects the workshop process, and, whenv_
combined with the parties’ comprehensive monitoring Ppropes als and
workshop-related comments, provides a complete foundat:.on from .
which the Commission can proceed to issuing a cost track;ng order.¢J
GTEC says ”“[t]lhe Report contains a fair and accurate summary =34
what occurred during the workshop. . . .7

.We find that, taken in concert, the CACD report and the
comments of the parties fulfill our expectations relat;vc to a
workshop product. Together they define the major issues, d;scuss ,
the parties’ views on each issue, and. offer recommendatlons for the'
commission’s adoption. L : wr e e
B. Impermanence of the. Proposed cost - R

mﬂm&mmwm_

While we view the monitoring plan as a dynamlc process,;
»#lexible and adaptable as needs for information become apparent
with experience,” some parties view the institution of a service-
specitic cost~tracking program as final.
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'DRA,-fof*example;%views-"theimonitoringgworkshopyp:pcesswﬁ;
as the forum for setting the information tracking and: xeporting. \
requirements needed for effective Commission oversight. . . .” On |
the contrary, we envision the workshops as the forum for..
addressxng, clarifying, -and detailingissuves of,¢cost: track&ng (and;ﬂ
other monxtorxng issues), from which we will set .initial .
requirements. These will necessarily be temporary, as more
specific monitoring needs become apparent. Implementation of thc
monitoring program is a process, not an event. In its .comments, .
DRA criticizes the workshop report: for acknowledging- that the. .
monitoring program is “imperfect and incomplete.” But. we, malntaznil
that any monitoring program will always.be subject - to--further .
modification. ; - S S
|  Of course, all parties should -trzve for the best 5
solutions to problems of cost tracking and cost allocation,, and we.‘
believe they have done so, given the present level of. 1nformatzon.‘
Proceeding on their contributions, we issue this order. today. But |
we in no way imply that the matter is forever settled. - We S )
reiterate our support for the participation of the parties., Ln.
crmtxqulng the monztorzng program ‘and in bringing problems to our
attention. ' S :

" Qur order of February 23,,1990, in IX. 90-02-047 g
cstablished a forum for customers, competitors, and mnterested
parties to raise relevant issues which do not fit within other
proceedings or procedural options by filing a petition in
1.90-02=047. The order required that, before petitions were filed,
parties were to attempt to resolve issues informally with CACD.

In this order we impose the same prerequisite on DRA and
the LECs as is required of customers, competitors, and interested
parties, that is, that prior to filing formal petitions with us in
1.90-02-047 or elsewhere, they attempt to resolve issues informally
with CACD. In instances where an LEC or the DRA ultimately files a
formal petition, we will require that specific documentation be
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included therein, setting forth the attempts made to. first resolve
the lssue(s) with the CACD, and the results of such efforts._

In its comments on the workshop report, DRA observes that;
”[{tlhe xeport seems to leave DRA with the responsibility.and burdcn h
of obtaining GTEC’s and Pacific’s cooperation in track;ng and ,
reporting revenues and costs.” DRA asks for ”clarxfmcatmon of the h
process envisioned” where the report recommends that “cons ;ftency
between the companies be pursued where that consistency is .
reasonable [but that) disputes as to reasonableness can. always be
brought to the Commission for resolution” (Report, pagcy;ﬁ) Our
response to DRA on both of these comments is that CACD. is ..
responsible for administering the monitoring program...CACD &iii'
receive filings and monitoring reports under the new rramcwork and ;
will retain administrative responsibility for them.. . CACD- is also
respons;ble for assuring that the -LECs comply with the splrlt and
intent of the monitoring progranm; for. maintaining d;alogue with the
LECs (and other interested parties) regarding necessary .

modifications: and, finally, for keeping the Commission apprzsed of
developments and problems. - As we noted in ouxr Phase II. dcc;sion,
we expect DRA——as advocate for ratepayer interests--to clo,ely
monitor the new framework including service-specific cost trackmng
and cost allocation developments and to investigate areas of

concexn. 2

2 Ibid, 196.
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A. The Need to Reconcile Tracked Costs .
A major subject at the workshop was the. need to reconcile
costs tracked by the utilities to-other financial sources. .The
report, and most of the parties, had little trouble w;th the notlon N
that the sum of costs tracked, to be valid, should balancedto4the¢
companies’ financial statements. Many,parties,;howeve:,ffejegtgd_
the report’s conclugion that this cross-check is sufficient to.
verify the validity of the costs tracked.  AT&T, CCTA, DRA, MCI,
and TURN take the position that costs tracked should also reconcile
to the cest studies required in Phase III- of these. proceedxngs.by
the Assigned Commissioner’s Ruling, dated November 22, 1989. .
The report recomnmends that companies ”7explain dlfferences,between
Phase III cost studies and Phase II cost tracking.”. . ,
We-will address the need for consistency between Phasc II:
and Phase III in Section IV.B.2., below, and will address the issue
further in Phase III, where cost studies are undex discussion. Fox
the time being, we will adopt the workshop recommendation.and
recuire only that cost tracking in Phase IX reconcile to-compan:es'j
bocks of accounts and their financial statements and that clear, .

3 - In this ruling, GTEC:and Pacific:Bell were required .to. . .
undertake company-wide, cost-of-service- studies.. - These ftudzes .
were to be used in determining. up-to-date: cost data for setting.
rates in Phase III of these proceedings. -We are currently -
considering the methodology companies should employ in conducting
these studies, including the propriety of employing forecasted
incremental costs vs. historical embedded for some or all service
categories. SRR .
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concise, up-to-date charts reflecting the flow of cost data from
and to the statements be provided.
B. The Method of Costing and the Need: . -

;. . i st f Costi chodol

The workshop report segregates this issue into-four sub-

questions: (1) the method of costing, (2) the need for consistency.

of methodology between Phase II cost tracking and Phase-III.cost .

studies, (3) the need for consistency of service disaggregation and
reporting format between the two companies, and (4) the need for a

consistent costing methodology among service~categories.4
1. Ihe Method. of Costing RN S
' The workshop report recommends 2 "Part-64—like¢5,n
nethodology for service-specific cost tracking, referring to -
costing procedures of the FCC’s joint cost order .in FCC Docket

86=111. Specifically, the report recommends the FCC “Part 64 cost= .

attribution hierarchy . . . for all services, but . . . .for
Categories I and IX, that tariff imputation and three-year plant
forccasting be omitted from the hierarchy until such time as the
propriety of these procedures to these services can be determined.
. - -” Each LEC has developed a costing program that is intended. .
to accomplish this recommendation (Pacific’s “Profitability. ..
Information 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-64
ordexr of cost attribution be followed.

4 D.89-10-03) divided Pacific’s and GTEC’S serv;ces—lntoCEﬁEEEW”M

categories. Category I designates basic. monopoly sexvices. .. .
Category II applies to- discretionary and/or-partially competitive .’

scrvxces. Catcgory IIX represents :ully competltlve LEC serv:ces..f

S 47 CFR, Part 64, 10/1/90, Federal Communications Commission =
Miscellaneous 'Rules Relatmng to Common Carriers, 64.901. Subpart X =
Allocations of Costs. e e,
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In its comments on the.workshop: report:Pacific says that.
the description of the recommended costing method as T
»Part-64-like,” is ”“vague and overbroad” and “subject to myxiad .
interpretation.” Pacific’s concern 1s‘apparently-w1th”the‘label,
#Part=64=1ike,” not the intent of CACD’s  recommendation.--.DRA, in
its reply comments, suggests that the cost imputation hierarchy . -
CACD recommends e called the “California Cost Allocation -
Methodology.# In recognition of Pacific’s concern, we agree that
the costing methodology should not be labeled Part-64-like.. But,
while we have no objection to the parties’. referring-to-the-agreed-
upon costing hierarchy as the California method or something. -
similar, we are reluctant to adopt formally so precise tltle for
what amounts only to a set of general guidelines. - The method CACD
recommends is described in general terms:“its.specific<logiqm~
esides in the programs of the respective LECs. - The impoxtant .
thmng here is not the label but that the Part-64 coft-attrlbut;on
hierarchy be followed. - - e : .
" Further, we accept -CACD’s recommendat;on that the Part-64¥
procedures calling for tariff imputation and plant allocations
based on forecasted usage be omitted from costing Category I .and.
Categoxry 1I services, for now.

2. The Need for Consistency of
Methodology Between FPhase II COst

We are currently considering the LECs'.cost‘studiee for ‘
Phase III. . c R
~Although we do~not here dec;de whether the methodology ‘ ;
for Phase IX and Phase IIX cost. studxes will be mdentlcal,'g_ﬂﬂ -
discussion of the need for consistency in financial reports o

generally is in oxder. e
Many workshop-partmcxpants felt that the methodology used
to .develop costs to be tracked in. Phase II should be con51stent '

with that used in Phase III costing. The report recommends that j;
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7the Commission adopt the general principle that consistency is a
sound objective, (but acknowledge] that consistency-in every...
respect is probably not attainable.” ... L .f",

In support of this position, we turn to generally . L
accepted accounting principles' (GAAP). This is- appropraate, f;rst,{w
because these principles constitute the standard for prepaxation
and presentation of financial reports, and second, because.ouxr
uniform system of accounts for telecommunications carriexs under
our jurisdiction, and upen which the sorvice-specitic cost. trackmng
is to be based, follows: GAAP-broadly.,.Account;ng.erncap;es Board .
(APB) Statement No. 4 describes the qualitative objectives of |
accounting and financial statements. Aamong these is
comparability, which, the APB statement says, ”“means the ablllty to
bring together for the purpose of noting likeness. and difference.”
Consistency, as described by GAAP, is only one of several. factors
of comparability. According to GAAP, consistency in presenting. ‘
financial data is important so that data can be compared. .But,is
consistency always present? APB Statement No. 4wgqesvonh;p\5ay:
#If a change of practice or procedure is made, disclosure of the
change and its effect permits some comparability, although users
can rarely make adjustments that make the data completely .
comparable.” The issve we are diacussing here is not a change, but
rather differences (1nconsmstenc1eo) in preparat;on or- presentatxon
(as between Phase IIX and Phase IX cost;ng, for example, or as
between costing methods among the service categories).  The APB
statement recognizes that consistency is not always present, and.
that changds axe sometimes necessary. Where changes (and' therefore
differences) exist, GAAP requxres d;sclosure of both the change and
its effect. o Ve Do

Thus, we agree with the workshop participants on the -
importance of confistchcy in cos t tracking, generally: but we also
agroe that con ;stency is not always attainable. " Where:'it -is not -
attainable, oxr where sets of ‘data are inconsistent because of
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change, we add the GAAP requirement for disclosure.of the .. .. . |
differences and their effect. = -~ .. o - "'Vwcm~ T 7 TH Qi:ﬂ
" Perhaps this latter requirement is helpful lnﬂrosolv;ng 7;
the participants’ differences with regard- to consistency petwcen ,,iw
Phase II cost tracking and Phase III cost-studies. fmhe'workspob-c, f
report recommended that “the companies should be prepared 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.” MCI, echoing others’ comments, cr;txc;zes the o
report for being willing to accept. less than “empirical proo:” that_
the two sets of costs reconcile, and observes that ”[a}nyone can
rationzlize why something or anything exists, especially cost
differences.” Our policy of requiring the LECs to disclose _'
differences and the effect of those differences should help.to
allay concerns that the LECs can easily rationalize the d;fferences
and explain them away. We will expect not only disclosure from the
LECs but concrete explanation of the. effects of any differencestin |
methodologies. Mindful of GAAP’s recogmition that ”users can :
rarcly make adjustments that make the data completely comparab*e,’_c
our policy endorsing consistency stops short of requiring absolute
numerical reconciliation between sets of data. | |

3. The Need for Consistency of Service
Disaggregation and Reporting ‘
-

The specific issue of tne level of service dlsaggregatzon
required of the respective companies is dealt w;th in Sectxon E.,
below. ’

our Phase II decision concluded that the new regulatory B
framework (NRF) should be a "f;ngle [one] for Pacific and’ GTEC, o
with differences only if there is a compell;ng justxtzcatmon. ” We'
find that general consistency in cost-tracklng procedures between:
the companies is also. approprlate. JIn comments comportlng with
this view, MCI’s position is that, s;nce under the new :ramework

p
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each company is subject to the same:incentives and rewards,. both, . .
compan;es should be held to the same cost-tracking standards.. . .
Corporate or operational differences notwithstanding,. MCI reasoned,
both companies comply uniformly with other financial reporting.
requlremcnts (FCC and SEC reports, for example).and should.
therefore be able to comply with uniform cost-tracking. standards.”
DRA agreed with the workshop report’s conclusion that “[f]or each
company to report costs tracked in'the same format on the same foxm
(would be] an entirely workable proposition. . . .” Other parties
generaiiy support consistency between LECs. The LECs, on the‘other_
hand, reject the need for cost-tracking consistency between th¢m-w~.
The report supports c¢onsistency between the companies as a.”sound k
objective, ” though maybe not “achievable in every detail, or. . .
immediately achievable. . . .”. o . L

Before we comment on the: partlen' viow,, we turn again to
generally accepted accountlng prlnclples. .The APB~statement,
presentatlon of financial statements, .in gencral and thcrerore to i
cost tracking. While acknowledging that‘ﬂ[c]omparabllltyhbetween,_
enterprises is more difficult to attain than comparability within a
single enterprise,” the statement nevertheless endorses the . '
7desirability of achieving’ greater: comparabxlxty [and thererore
consistency) of financial statements. , : e

However, the incentive=-based NRF encourages management
diseretion and innovation. Management differences may inevitably
producelsome discrepancies in costs tracked and in cost-tracking:
results. So, while GAAP would prescribe uniform accounting methods
and eliminate the use cf:alternative“practices; to require absolute
uniformity between the LECs would contravene our higher objective-
of encouraglng management creat;v;ty. Thus, we adopt-the workshopu
posxtlon recommendlng conszstency between the companies but ..
recognzz;ng that consxstency may not be "achlevable in: every
detail, or lmmedlately achievable.” S T ITVD e
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" We realize that this conclusion leaves: in.question .where... ..

consistency should rule and where differences, resulting from . .
management innovation, should prevail.. But our. conclusmonwreflects
our view that the monitoring program.generally, and the sexvice- .. .
specific cost-tracking systems specifically, should be, adaptable to .
a changing industry. = . o Lo
In GAAP’s pronouncements on £Lnanc1al statements,athe .
emphasis - is on the user of.the.statement. . The opening. paragraph of“
Chapter 4, “Objectives of Financial ‘Accounting and.Financial-. L
Statements, of APB Statement No. 4, for- instance, says,- ”The basxc .
purpose of financial accounting and :financial statements.is to
provide quantitative financial information about a business. .
enterprise that is useful to statement users. ... .7, Any.» .
discussion of the need for i:onsiétéh?:? of cost-tracking standards
between LECs must, accordlngly; keep in mind- the users. of that data
and their needs. ' ' = S e
The users of cost—track;ng,data W1ll be. outs;de,the P
companies. - Cost ‘tracking is a‘requ;rement,xmposedﬂonpzhe‘qompanies,
not for their benefit but for the benefit of. those who .monitor for ..
service-specific profitability and for cross-subsidies or .. .
anticompetitive behavior, primarily the staff of this COmmlSSlOn-Jj
Accordingly, the cost-tracking systems of the two LECs-should.. .
accommodate the needs of the staff. . o ~ e
And what are those needs? Staff uses. serv;ce-specxfmc
cost trackang primarily to monitor cross-subsidies between the.
respective LECs’ monopoly and competitive service divisions, and to:
monitor anticompetitive behavior by the:.LEC, but not -to.compare.. . . .
costs between the two LECs (though clues to cross-subsidization or
anticompetitive behavior might be found by comparing LECsS”. costs)._%
Differences between Pacific and GTEC, we predict, will..
become more evident as disaggregation increases. At the level of :
the financial statement, we should expect close s;mxlarmty.,_A;ﬂtpe;

. B e e
[ S
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service-costing and trackmng level, there may well: -be greatex
differences. AR e TGN T e e e e

‘Therefore, while we agree with MCI’s observatlon that therf

LECs can comply uniformly with other fimancial reporting . PRI
requirements (among them, FCC and SEC reports), and can thereforeﬂ,
follow uniform cost standards, we do not agree that uniform.cost- ..
tracking standards will produce comparable--that is, consistent—-

results, at the service-specific level. We agree, in other words, . .

with GTEC: “Comparability between companies is retained when
monitoring occurs at higher levels. of detail aggregation. The .
degree of comparability will necessarily decrease if tracking is .
inposed on a more detailed basis.” : :

4. The Need for Consistency of . Costlng

The report concludes that costing.methodologies4mpdeled
on FCC Part 64 should be adopted for all three service categories.
Only MCI and Pacific, in their. workshop: comments, address this
issue. MCI says “CACD has properly concluded that consistency :
between categories is required.” Pacific, on the other .hand. (wh;le‘:
apparently not disagreeing with the report’s recommendation of a .
method modeled after Part 64 for all three categories), expresses
concern that ~adoption of a principle of ‘consistency’ among the
categories, in and of itself, without considering the effects of .
such a goal, would improperly exalt form over substance.”  Pacific
maintains that we ~“should analyze the unique regulatory objectives.
for each pricing category and adopt appropriate cost-.tracking.
methodolog:xes to meet those objectives.” _ : S -

" We will adopt for all service . categorxes the report'
recommendation for a methodology which follows the Part-64 cost . ..
attribution sequence, but, as described in Section IV.B.l., above,
onits tariff imputation and three-year plant forecasting for
Categories I and II. Like all of our findings with regard to. .
sexvice-specific cost tracking, this adoption is subject to change
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as conditions warrant. The question-is,.shall changes be.. . . ..
controlled by a general principle:of consistency in costing. ...
methodology among the three categories? - Or shall they be. .
controlled by Pacific’s logic, which would considex admcthodology
in light of its fit with regulatory objectives? Tneianswerh;s‘thetﬂ
both principles should be applied, with decisions~ceming50nly:afte?;J
case-by-case analysis. “ L L
' The workshop report states .this issue simply: “Should
companies begin tracking 1989’s costs: of specific services, or
1990%s.2” This issue stems from several parties’ view, as DRA says
in its report comments, that ”“cost data using the adopted . ;
methodology must be provided for 1989 in orxder for a rcconczllatlonA
with Phase ITI cost studies, .which are based-on- 19&9_results of
operations” (emphasis in original).. o C e e e

We agree that numerical reconcmlxatzon between cost
tracking and cost studies based.on-1989. .operations- would be.
facilitated if cost tracking were to begin in 198S%.  But we. do not
agree that this is a requirement. We have noted that compax;sons
of cost tracking and the cost studies would require only: that the
effect of any existing differences be’ disclosed. Since many. of the
icsues relating to the Phase  III cost studies are still\updecidedw
(which study methodology should:be used, for. example), we, are
reluctant to precondition a reguirement that the cost studies.
reconcile with service-specific cost tracking and,. from that.
recquirenent, infer the additional requlrement thattserv1ce-spec1fzc;
cost tracklng begin in 1989. el

We -conclude that’ serv;ce—speclflc cost tracklng may begln
in 1990 rather than in 1989, and find that the LECs should do so.
D. The Role of FCC Rules and Requlations

. 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 separate,-jurisdictionally,-services. which. .
the Commission regqulates but which the FCC has- deregulated for ,;t .
interstate purposes. The parties agreed, further,:that.the.LECs.
would submit, by way of advice letter filing, any changes. for- )
intrastate purposes in their federal-cost allocation manuals to the ?
Commission for approval. We adopt the workshop accord. '
E. The level to Which Services Axe to

'No issue met with such universal disagreement,ﬁﬁldia the
recommendation that Pacific and GTEC disaggregate their .respective ..
businesses into differing levels for purposes of ‘tracking: costs. B
CCTA calls the recommendation “[t)he most glaring defect.in the
report . .[an] apparent willingness. to .excuse. . . . ('GTEC’) trom”
neeting key'monitoring requirements. . .. .” DRA ”submlts that_thlsw
finding [permitting Pacific and GTEC to. track at different levels .
of disaggregation) is totally inadequate.” MCI calls it a
"misguided-approach.” TURN-says that:“CACD’s recommendation.would. .
allow General to ignore -the: Commission’s- order [to. track costs on.a.
service-specific basis].” : : . e \'

The problem with these allegatlons is that~nowhere does
the report recommend permanently-dlfferlng”levels,qf,dlsagg;eggyzoni
for the two LECs. On the contrary, on page 20, ~the~repért-cites'§f
list of Pacific’s services.  This list (which.is reproduced.ln
Appendix C of the report) includes: approximately 160. services that
Pacific and DRA agreed should be tracked by Pacific.. Rgﬁgr;}pg_to,r
this list, the workshop report concludes: “[it) provides. the
reasonable starting point for Pacific’s service-specific cost .
tracking. . . .* Then, on page 2L, referrlng to a list of GTEC
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services (a list that DRA repre»ents torbe’comparable. to the
Pacific list), the ‘report says ”[w]e conclude, as-we 'did with
regard to Pacific, that DRA’S llst is a- reasonable ‘starting point
for GTEC’s service=-specific cost tracklng. . “Thus, if we
assume that the two lists to which theureport 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 DRA--the report recommends -that “GTEC should
initially track to the level it purports to be able to track with
accuracy. - . ¥ [Emphasxs added.’] Thus, CACD recommends the same
level of service dis aggregatxon for Paclflc and" GTEC, but
acquiesces to a higher level of aggregat;on unt;l GTEC is able to
comply with the recommended level. ‘ ‘ -

We concur wlth CACD and therefore we will" accept
different levels of dzsaggregatlon for Paclflc and GTEC for the
initial report._ ' e R

However, we must decrde whether or not to adopt. the six
thenes governlng the development of a list of services, ‘thenmes:
which were recommended first by DRA and then by the report; whether:
the recommended level of dxsaggregatlon is appropriate;- and whether
GTEC should be allowed lts temporary ”stay” of conmpliance with the -
recommended dlsaggrogatzon and, if so, whether GTEC should proceed:
immediately to develop methods or comply;ng (the report recommends .
that this determznatxon be lezt to deliberat;ons between sta‘f and.
GTEC) . S S v

-

We will dxscuss each ‘of these’ ‘questions. ”Plrst, should
DRA’s srx ‘themes governrng the development of a- lzst of ‘sexvices be
adopted? ‘ R R L

In our Phase II decrs;on, we asked workshoprparticipants
to determ;ne what should constltute a "service.” - According to the
workshop report DRA recommended flx themes that should be kept in-

N

nind:
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Development of the list should tie to.
Previous Commis s;on deczs;ons.

It should recognize. that specral monztorzng
can be undertaken as. needed.

It should recognize the llmltatlons on the
Commission’s resources.

w

It should keep reportlng as smmplc as
possible. S

It should recognlzefthat other proceedlngs’,
can acquire data as needed. .

It should recognize that monltorrng is .

retrospective and provides benchmarks for -~

pol;cy, not for reflned analys;s.'” SR

We adopt these theme° as approprlate to the developmcnt

of a list of services. However, they are of llttle value if at the-
same time we also adopt a fixed list of serv;ces. Rather, the lzst
of services must be subject to change as conditions in the c
telecommunications industry and lts marketplace cnange. Only'then'
does adoption of the themes make sense' it gives staff a pollcy
basis upon which to work with the companies to make needed’
adjustments in the service tracking requlrenents, it recognlzes'
that future. proceedlngs--recategorlzlng serv1ces or addlng new
services, for example--can requzro data beyond that roquircd for
cost tracking, and it does give an opportunxty for staff and the
LECs to work out problems with the procedures. The report

specifically refers to the temporary arrangement it recommends forv

GTEC 2as one of those items that can be worked out with staff.
We tura now to the second of the questrons posed above:
Is the recommended level of dzsaggregatxon approprxate’ ‘as'we
indicated, there would be no point in our adopting a pol;cy for
development of a list of services, the costs of whlch are to be
tracked, if simultancous ly we set a rmxed list o: serv;ces. '
Accordingly, we side with the report language that says ‘that the -
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lists devoloped by DRA for the two 'LECs are reasonable. starting ..
points. We sece abundant ‘potential for modification of. ‘these lists
as we go forward with incentive=-based regulation. --We note that in
adopting the lists of services proposed by DRA, CACD supports DRA’S
#pilled line item” criterion for determining a “service”.to be .
tracked. We support the principle that the costs of a service ..
tracked chould be those by which the service is priced; hence we
support the billed line item criterion proposed by DRA, as a
general guldellne in the development of services whose costs are to
be tracked. - Cn e
'~ This present level of d;saggragation wall not u&tlufy
those workshop participants (BAT, CCTA, MCI) who argue. ror.rate-
element tracking, but it will leave the door open for modmf;cat;on
of the list to include rate-element tracking of some: services,. such
as monopoly building blocks, should that be found useful. -For now,
we agree with DRA which ”“rejected the concept that routine cost
roeporting and tracking by every rate element is useful.” . .

That, then, brings us to the final question posed above'
Should GTEC de allowed its temporary stay of compliance with the.
rocommended disaggregation and, if so, should GTEC proceed. .
immediately to develop methods of complying with the requirement
for the greater service disaggregation? ,' .

In its workshop report comments, DRA remxnds us- ot our
Phase II dictum that, ~([i]f Pacific or GTEC objects to the -
collect;on and/or submission of specific data or reports. suggested
in CACD’s workshop reports, it shall-state in its opening. comments.
whether the data is currently collected and shall provide an . .
estzmate of the incremental cost of meeting the proposed  collection
or report;ng requirements.” - In its opening comments on the . o
requirement for a greater service disaggregation, GTEC does not
specifically object to collection of the data but does indicate
that the data is not currently collected. For this lack, DRA would
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have us impose sanctions on GTEC “which would include. withhol@ingh‘.
(GTEC’s] participation in the new regulatory- framework.” flw'»  ~h'
~ To impose sanctions, we conclude, would require a flndlng
either that GTEC does have the data-available and 15 refusmng to .
submit it or that GTEC should have the data available and is rcmx"s 
in not having it. 7o find that GTEC does have. the data 1mp11es a )
serious misrepresentation by GTEC. To find that the company is
remiss in not having the data implies that it should have becn .
prepared, prior to the workshop conclusions, to track to the level
of service disaggregation the report now recommends. Ne;ther of
these would be a roasonable finding. We therefore. reject DRA’S
recommendation for sanctions. ' 'First, there is no indication that
GTEC is being less than candid regarding the data it presently o
collects. Second, it is pertinent to note in Dcccmber of. 1989 (see’
DRA’s workshop report comments, Attachment D, page 5), DRA =
recommended that “service specific be defined, with.slight
modification, as the initial pricing. categeries set_in the dccxs;on
at page 154.” Page 154 of our mimec. Phase. I decr:.on6 sets
forth a list of aggregated services nearly. zdentlcal to the list
GTEC says it is presently able to track. GIEC is, in. other words,‘
presently able and willing to track- the services DRA,recommended 1n
December of 1989. Of course, DRA is free, as is any ot the
parties, to modify its thinking pursuant to workshop dlscuSSLOns,
but we find it unreasonable to impose sanctions on GIEC for belng
unable to collect data at a greater level of dlsagg:egatlon than
DRA itself had proposed as recently as six months prlor to the
workshop. :

Regarding our requ;rement that the. LECs prov;de an _“;uw
tlmate of the lncremental cost of meeting proposed collectxon or

F e e
"V (i
IR S

6 Alternative Regulatory Frameworks for Local Exchange Carriers
(1989) 33 CPUC 24 43, 126.
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repoxting requirements, GTEC says.only: “[S]ystem-enhancements-to.. .
provide further service disaggregation,will‘bowevoluatod,”." PR

our ruling on this issue is that GTEC should proceed with. .
all reasonable haste to collect the.data for 1991 operations. . to thee
higher level of disaggregation recommended. L o

In the interim, GTEC should track costs to the aggregate..
level recommended for initial cost tracking in the workshop report.
F. The Froqucncy w1th Whlch COsts Shou1d Be

The workshop report recommends-that 7the service-specific
cost tracking procedures.adopted'byithe Commission include
contemporaneous tracking with periedic (no less than annual)
allocation measurement upd&tes, (with a pelicy that would] allow
for such interim allocations as staff might find necessary, but
recognize that any.intorim.allocationo‘are subject to annual
adjustments.” | o

0f the commenters on the workshop report only DRA and -
MCI criticize the report on this issue. DRA ”dmsagree w1th the

assertion that reliable financial statements are only produced on o
an annual basis,” while MCI. ”recommend, that 2 monthly measurement )
of necessary volumes and statistics that are consmstent w;th '
Part 64 be employed.” .

First, responding to DRA's concern, we see no zmplxcat_on
in the report that ”reliable. flnanCLal statements are only produced
on an annual basis.” A better charactorlzatzon o: the workshop ‘
report’s position is that lnter;m oost trackrng, like 1nter1m ‘
financial statements, must, of necesszty, xnclude some 1nter;m
estimates which are trued=-up and made rlnal at year end. (General ’
and administrative expenses and income taxes are examples of costs |
not precisely known until year end, even though 1nter1m estrmates
may be quite accurate.) The lnterlm f;nanczal ,tatements of an o
enterprise are actual, in the sense that they reprosent best
estimates, not pro forma presentatxons, they are relzable, Ln that_
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they are prepared following generally -accepted accounting...
procedures; and they are final, 'in the-sense that. they. remaxn as
stated (unless certain material developments warrant their.
restatement). Just so, as:we interpret- the worksheop report, CACD
would expect interim cost track;ng by the, LECs to be actual,
reliable, and final. : - . e

Regarding interim statements APB Oplnlon No.‘28 say

Interim financial information ;s,esgentmalypo.\m,u

provide investors and othexs with timely

information as to the progress of the

entexprise. The usefulness of such information

rests on the relationship that it has to the

annual results of operations. Accoxrdingly, the

(Accounting Prxnc;ples] Board has concluded

that each lnterlm period should be viewed

primarily as an integral part of an annual

period. : ‘

Interim financial statements provide management’s best
portrayal of the enterprise’s progress during the period covered.
They are actual, reliable, and final but are limited by their
subordination to the annual statement. Users of LECs’ interim cost
tracking data must be aware of‘comparable limitations on that data.
The costs tracked are actual, reliable, and final, but they nust be
evaluated in the context of the annual period. . '

Second, we respond to MCI’s recommendation ~“that a
monthly measurement of necessary volumes and statisties’ that are
consistent with Part 64 be employed.” ‘The FCC’s Part- 64 procedures
require the LECs to file an independently audited- cost: allocation .-
manual. The manual sets forth' allocators by which specific costs; -
or pools of costs, are assigned respectively to the LEC’s: monopoly .
sexrvices and to its competitive services. The allocators are -
adjusted periodically, based on measurements which are taken
biennially, annually, quarterly, monthly, or contemporancously
depending on the allocator belng set. The results of the .
measurements impact the LEC’s operations in a subseguent period,

generally the following month. Quarterly, the‘LECs~report-results
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to the FCC. We find this process consistent with the workshop
report recommendation which requ;res ”contemporaneous trackmng with
periodic (no less than annual) allocatxon neasurement updates,
(with a policy that would] allow for such interim allocatiéns as
staff nmight find necessary. . . . ~ L :

with the provise, then, that scrv;cc-spccxric costs
calculated, recorded, and made available at intervals shorter than
one year involve interim allocations and. therefore must be
understood within the context of annual cogtlng perlods, we accept
the workshop report’s recommendation for contemporaneous cost
tracking with no less than annual allccation measurement updates.

Y. Diseuﬁsioﬁ of Workéhbp‘II,

D. 89-10 =031, the Pbasc II decxsmon establxshmng the
incentive regulatory framework, contained a lengthy dlscu smon of
our requirements and expectations for a. monltorlng program.l our
expectations are summarized in the followxng paragraph from'the

ordex:

The monitoring objectxves descrlbed in th;s
section will provide the Commission and '
interested parties with necessary information .
to ensure the successful implementation of the
adopted regqulatory framework fox Pacific and
GTEC. Under an incentive-based regulatory
program, a monitoring framework with both
periodic and point-in-time evaluation
opportunities will allow us to measure the
adopted program’s impacts on utilities,
ratepayers, and new competitors in the
marketplace. In order to accomplish a smooth
transxt;on to the adopted regulatory program,
we recognize the need to establish meaningful
measurenent tools that will permit comparxison
of utility performance under the adopted
program to our regulatory goals.

We set forth seven regulatory goals for monitoring in
D.89=-10-031: S
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41."UniversalWService,:¢u
2;“'Econom1c Eff;cmency, gqu
p3,hHEncouragement of Technologlcal AdVance,f"wff'

4. Full Utilization of the Local Exchange .
. .. Network,. '

S. Financial and Rate.Stability,

6. Avoidance of Cross-Subsidization and.
Anticompetitive Behavior, and - .

7. Low Cost, Eft;c;ont Rogulatmon.

For each of these goals, we set forth several speclflc
monitoring format requirements. We notod that these requirements
may not be all inclusive and may need - to be discussed further in
workshops. We view the monitoring plan as a dynami¢c process, a
plan that should be flexlble and adaptable as needs ‘for ‘information
become apparent. o S WO T

N . i;: E ;‘_ R S I S RIS

The GACD Monitoring Workshop II Report was filedion . " - :
Septembexr 25, 1990. In D.89-10-031 we provided that CACD hold:
workshops to review Pac;f;c s and GTEC’s current roportmng
requirements fox’ pOSSlble ‘consolidation or elxmlnatlon.;,Any
additional roportmng roquiremont in particular ‘those aris ing from
pricing flexibility, increased. 1ntraLAmA competxtlon, and tracking
of service-specific costs, were also to be addressed.’ CACD was
asked to describe each report currently prov;ded to the Commxsszon,
to specify which of the Commission staff use the report and for
what purpose, and to determine whether the report should be

revised, consolmdated wzth ‘other reports, or el;m;nated-‘

As requlred, CACD recommended reporting. rcqulromentf to
fulfill each of the mon;torlng goals, and the report contazned
several appendxces wn;cn descrxbed the current report;ng
requxrements. ' ' o
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specifically part of the mandate trom,D‘89—10“031,rconcernmngta,..,..
computer link and proprietary information; these are;dddressed_
below. The issue of possible elimination of certain. current .
reporting requirements is also addressed below. One general
recommendation by CACD is not challenged by .any party. HWe",'
therefore find reasonable CACD’s recomnmendation that two tlmely
copies of each monitoring report be sent to a central- location.
designated by CACD. P - : . .

We find that the CACD. report is an accurate reflectlon of
the workshop, and that CACD has fulfilled its designated role.to
describe the current reporting requirements and to recommend.to the
Commission a monitoring program based on the seven goals in.,
D.89-10-031.’ : S o RPRNET
Following are discussions and conclusmons on- Workshop IT
issues, as defined by CACD. .. © ~ .. . - SO el T

Pacific states that the rxeport’/s recommendations-on the .
elimination of current reports are “inadequate and fail to. comply .
with the Commission’s directive that the parties streamline. and
consolidate this information flow where sensible to reduce - unneeded.
reporting burdens and to permit the clearest possible presentation
of the information.” Pacific notes that the report recommends . the
elimination of ~only” four current reports by Pacific. Pacific
criticizes CACD for its position that it.-is “extremely reluctant” EE
to eliminate any xeport which DRA recommended be continued. - .
Pacific asks that the Commission “direct CACD to further. analyze
the reporting requirements for Pacific and provide recommendations -
consistent with the Commission’s desire to streamline and.
consolidate the information flow where sensible to reduce: unneeded y
reportxng burdens.” ~ - L T,

- GTEC believes it provxded sufflczent 1n£ormatzonn1n
support of eliminating certain obsolete-and/or redundant rppo:t
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GTEC criticizes -the report as-having ”succumbed. to> DRA’s-~anemic and
uncritical analysis since it recommends. .that GTEC continue to:
provide several of the reports: forwhich GTEC provided ample

justification for their elimination.”  GTEC. argues that DRA-did 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 provxded
individual justification for each report recommended for retention.
DRA agrees with a GTEC recommendation that the Commission-should.
again consjder streamllnzng reportxng‘requlrements at the.scheduled

1992 review.

forth for monitoring. Pacific in its workshop submissions.
accurately reflected the intention of this goal. . On. the.other
hand, we are committed to an effective and complete monitoring -
progran. To some extent, these goals conflict. The report comes
down on the side of continuing all reports for which there -is- some -
Justification or at least no consensus on - their discontinuance.
While GTEC correctly notes that DRA did not provide a specific
rationale for continuation of individual reports at the workshop,
the report notes that DRA did provide this analysis in its.
comments. The report states: “While CACD would have- preferred that

DRA present its justifications at an earlier date,. this. information .

from DRA only sexves to reinforce our recommendations.”
" We concur on the reports recommended by CACD for-
elimination as well as those recommended: for continuation, - w;th the

modifications discussed in this order. ' However, as stated. above,,?

we See monitoring as a dynamic process; over time, ‘we expect
further reduction and consolidation of monitoring reports. -Of. the
over 120 reports that the report recommends for continuation for
Pacific-and the 26 reports for GTEC; there are very likely some .. .

Low cost, efficient regulation is one of the goals we- set,v
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which will not be used in the future,. are- ‘redundant, :ox are no. e
longer worth the time and effort to:compile.. We note that Pac;t;c e
itself recommended elimination of only.20- existing reports. .. Wh;le,_'
DRA shows 2 'need for each of the 20 reports recommended for.. | y
elimination by Pacific, we anticipate that the maturing of the new .
requlatory program will satisfy some: of.these~needs,;.5ee_h

Appendix A for a list of the current reports supplied by.Pacific,
and Appendix B for a similar list of reports provided by GTEC.

This order adopts a monitoring program which eliminates
few current reports, and adds over 40 new reports.  While the .
record supports this outcome, we are very-disappointed to see.so
little streamlining and consolidation. We are committed to.
streanlining the reporting requirements for Pacific and GIEC. over
time to only those reports with clear value. Of particular. concern
to us is the fact that, under this monitoring program, Pacific
will still submit 127 reports to various divisions of this
Commission. We xecognize that some of these reports are required
by our General Orders, ox are submitted to us only after a
particular event occurs (a service failure, for example, or because
a standing report is revised). We also recognize that some of
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 DRA and CACD, but also to
the Safety and Executive Divisions, including the Office of the
Public Advisor, and the Consumer Affairs Branch.

To further progress towards the goal of low=cest,
efficient regulation, we will require CACD, as the administrator of
the monitoring program, to issue a written assessment on the
program at the commencement of the 1992 review. The assessnent
should explain who prepares each monitoring report the utilities
provide to ouxr staff, and what purpose each report serves for the
utility and our staff. DRA, the Executive Division, the Safety
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Division, the Public Advisor’s Office,  the Consumex Affairs.Branch, .

and the -utilities shall provide to- CACD the informatiopﬁitjéeédshﬁolf

compile this assessment. xInritS‘assessment,,CACDushal;ﬁrecemmeﬁa;i‘"

to the cOmmission<which reports, if: any, should,beﬁelim;nated:._ﬁ B
The report recommends that GTEC be requlrcd to subm;t a

Results of Operation (R.0.) report that. parallels Pacific’s, ox

that is similar to the R.O. xeport. from GTEC’s last rete,geee.m

This report would provide a detailed view of the xesults of

operations for GTEC from both the financial and operatxonal

perspective, as well as comparative operational statistics and

summaries of major Commission decisions. xmpactmng.the company.,

This report would provide mon;torxng information .in a format not

available elsewhere. S .
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GTEC argues that this recommendation implies that .the
many reports which GTEC currently -submits-to the Commxss;on do not
supply sufficient information.to evaluate the company’s. ﬂlnanCLal ‘
and operational performance. GTEC claims. ”thxs,concxusxonlmé, -
simply untenable.” L - o :

GTEC states that all or most of the data in. the R O.Ais .
available in 'alternative reports that GTEC will provide as part. of, "
its monitoring plan, and that the information not, ava;lable :rom ““ ”
other sources ”is primarily mathematical in nature, and, if. of -
value to an interested party, could be developed by that party fﬂ
through its own calculations.” e . ‘

MCI in reply comments. counters. that the,utlllty, and not
third parties, should perform any necessary mathematics. MCI
states that ”~it would appear that the ‘R.0. Report’. recommended by
CACD would inveolve minimal work in development and thus should be
complled. ' S AR : o o

The report recommends that Pacific provxde the R.0.
report as well as GTEC. -Although Pacific- ‘proposed its. ellmlnatlon
in the ‘workshops, it did not reargue its case 1n.comments.7 ,

- As discussed above, we will not reduce .the report;ng
requirements for the LECs further than the recommendat;ons of the
report at this time. However, we urge the parties to dlscuss -
further streamlining and we are committed to strecamlining. the

port;ng ‘process in the future. = .

“The R.O. report for GTEC would contaln Lnformatlon that ,
has previously been compiled, that.in-its entirety ;s‘not tound ‘
elsewhere,'and that several parties in the workshop. cla;med lS,‘L‘“
crucial ‘to effective monitoring. . Therefore, we .find that the h
Report’s rccommendat;on that GTEC compile an R.0. report. lw
reasonable. . : :
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D. Gomputer Kdmk U oo
" GTEC and-Pacific: ‘object to CACD’s . recommendatlon\that .
Pacific and ‘GTEC ‘should develop: the ‘hardware and software necessa:y’
to creatc a computer link between CACD and the two LECS... . . =
The Report expresses CACD’s intention to develop, .
procedures to lmplement the LEC monitoring program. . CACD. belmeves
such procedure ‘may include a system to track txmely_rece;pt_of
reports from LECs, computerization of certain monitoring reportq
for analytlcal purposes, and possible revision of monztormng
reports to enhance their usefulness. CACD states. its, 1ntent1on to
develop such procedures in consultation with Pacific and GTEC. -
Specxf;cally, CACD believes a computer. link between CACD and the
two LECs is imperative for a viable monitoring program and
recommends that Pacific and GTEC should provide the necessary
hardware and software. e S 5 ‘
Pacific objects that this issue was not dlscussed at the
woxkshop, that Pacific has not roceived any further. details of |
CACD’s proposal, and that CACD’s recommendation is :ar -beyond the o
scope of the monitoring workshops. -In compliance wmth Orderxng
Paragraph 19 of D.89-10-031, Pacific “conservatively estimatos" the
cost of CACD’s recommended undertakzng to be between $400,000 and.
$1.7 million. S P e o
GTEC ”strongly objects' to the cacD rocommondntzon m“'
because the issue of direct computer links was not raleed.durlng
the workshop, in the Phase XI -hearings, or in any correspondence
that preceded the monitoring workshops. . GTEC . clains that the
adoption of this recommendation would be ”an. unconst;tutxonal
denial of both substantive and procedural due process of law-
GTEC also states that the absence of'a computexr link is. not a .
threat to the monitoring process. Further, GTEC is concerned that
the creation of a computer link may raise serious privacy and
security concerns, including unauthorized access to proprietary
information. GTEC also cites Section 1822(f) of the Public




1.87=-11-033 et al. ALJ/GAA/jft

Utilities (PU) Code:r ~The Commission shall not require.a:utility
to provide a remote terminal or other direct physi calvlinkqto«the;‘:
computer systems of a ut;l;ty to a third party.” - . _

Not directly related to the computer link- quest;on, but‘
relevant to the issue of CACD’s authority, are comments by MCI. :

MCI questions CACD’s authority to revise reporting requirements. for
monitoring, with the statement: “Revisions to monitoring- reports
can only be exccuted by approval of the Commission after
appropriate proceedings have been conducted and necessary
Commission approval received.” . _ . S e

CACD iz the arm of the Commission whose:duty it is to
enforce compliance with-Commission decisions. CACD. is also one of
the two arms of the Commission responsible for evaluating: the - . .
monitoring information. We have recognized that the monitoring.
program should be flexible and adaptable as the need for -
information changes. Therefore, CACD must have the ability to
arrange for the specifics of how information is gathered: by the
commission for effective monitoring. Even Pacific characterizes as
#helpful” another CACD recommendation for compliance with the -
monitoring program: the recommendation that Pacific and GTEC send
two copies of all monitoring information to a central location,
instead of to designated, but scattered individuals.

CTEC’s arguments are unpersuasive. - The computex : llnk is
merely a faster and better means of transporting data to and from. .-
CACD by Pacific and GTEC. This same data would otherwise-be sent ..
by US mail, or by facsimile, or in some cases by veoice over. e
telephone lines, with the possible introduction.of errors.  Access -
to monitoring information can be strictly controlled: the. .- .
Commission regularly receives and protects proprietary information . .
sent by the various requlated utilities under PU Code § 583. As
for Section 1822 of the PU Code, clearly it applies only to access
by third parties, not by Commission staff.

We find that Pacific and GTEC should work with CACD to
set up the computer link as recommended by:the report. :We note
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that Pacific already provides the Commission limited.access to its. . .

computer "systems with, for example, the Revenue Requirement. and
Profitability Program (RRAPP) used to .compute the CPUC. regulatory
costing conventions required for. product‘tarlff‘support.,uwe also
note that, as communications companies, Pacific and GTEC should not

have difficulty in setting up direct communications links.with the. .

Commission for monitoring purposes. 'As: the cost of.these links is
exogenous (i.e. utility management should not have .a chozce about

whether they ‘should be set up), Pacific and GTEC may recover the L

one-time costs of setting up this link through a. Z—factor7
adjustment in the next price cap filing. We stress thatAthle
computer link should be used: only. for access by CACD and DRA-
(except that haxd copies of nonproprietary information may also be
nade available to third parties). . Coae
We disagree with MCI’s view, that the utlllty can.rev1se
the monitoring reports only with Commission approval. CACD, as the
compliance arm of the Commission, is fully empowered to..implement .

the monitoring program. This includes. minor revisions .of repqr;;ng,

requirements ordered by this decision. If staff can seek

information, it can change the request ox eliminate it. . If MCI or. .

another’ party believes the monitoring program should be changed, we
have expressly allowed them to file a petition in I.90-02—047”(thé

7Forum” OII). We will expect CACD to continually improve the day-

to-day administration of reporting requirements of the monitoring

program including any modifications necessary to assure that the

monitoring requirements adopted herein are fulfilled. ,In_qdditioh g

CACD retains full authority, as part of the Commission’s staff.
undex PU Code §§ 582 to 584, to obtain any information, from any.
utility, at-any time. .-

7 The #Z-factor” is part of- the 1ndex1ng method tor rate changes
adopted in D.89-10-031. The ”Z-factor” is intended to account for '
exogenous cost changes beyond the contrel of the utility.

- 33 -
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Proprietaxy: Data L ST R ST v R

Several parties comment on the: report’"~dlscusszonﬁof C
access to proprietary information, particularly third-party access
(parties beyond the LECs and  the Commission..staff). .. The. report
does not take a speciric position on which . information is .
proprietary, or on which third parties are entitled to access to .
such information. The report. does discuss the current means by
which third parties can attempt to obtain such lnformatxon, these
include attempting to sign a nondlsclosure agreement thh the LEC,
filing a Motion to Compel Product;on (or s;mllar mot;on), ‘and
£iling a petition in I.90- 02=047 (the,”Forum” OII) to~addre
Commission policies regarding access to proprietary information.

A nunmber of parties believe that access to proprietary
information should be either more or less difficult than is set
forth in the report. The report, however, merely discussed the
current avenues available and did not create any new.avenues or . -
close any existing ones. In fact, the report specifically states
that the topic of access to proprietary information was not .
addressed at the workshop. - BT e

The issue of des;gnat;on of utllxty materlal as
proprictary, and access to such information, is pr;marxly 2 legal
issue. As such, CACD was correct in deferring this topic.at the
workshops. Howevex, the lssues\related,to~propr;etary,lnrormatzon
in the monitoring program are crucial to consider: at this time.

Instead of going through the various arguments.by the
parties and deciding on an appropriate finding in. th;s-op;naon, we
shall propose a mechanism for access to. information based on .
existing PU Code provisions and past Commission dec;s;ons,_aBquusdl
this issue was not discussed in the workshops, the pa:tieszhave'not
had a chance to comment on our proposal. We will~there£§rg,ql;§w_‘,
for a limited hearing under the mechanism we propese. .. o

PU Code Sections 585, 1822, 1823, and 1824 ;mplement
AB 475 (Moore; Stats. 1985, Chapter 1297) concerning access .to
computer models and certain other information. These sections
outline the rules for access by the Commission staff.and-third .
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parties in Commission proceedings. D.90-11-052 setytgrthﬁfurther
rules for application OfIABY475. i o ol e

' We propose to apply these AB. 475, rulea AN thxs proceedzng,;

to clarify the issue of access to monitoring lnformatlon.n<; e
AB 475 is intended: to apply as- followg, accoxding- to

Scction 585:

#[E)]very public utility and business spec;f;ed ’
in subdivision (b) shall in any rate proceeding
or proceeding establishing a fact or rule that
may influence a rate, provide the commission .
with access to all computer models, as det;ned

in Section 1821, which are used by "that public -
utility or business to substantiate their

showing in the proceeding.”

This section clearly applies to Commission staff access
to information. - This issue is not in dispute in this proceeding:
we will not change any provision that- allows staff access. to.
utility information, either proprietary oxr not. RO

The relevant part of Section 1822(a) that: applzes to

access by third parties is as follows:

”Any computer model that is the basis. for Lany
testinmony or exhibit in a hcarzng or proceeding
before the commission shall be available to,
and subject to verification by, the commission .. .

the hearlng or proceedmngs to
the extent necessary for croes-examlnatlon oxr -
rebuttal, subject to applicable rules of
evidence. . . .” [Emphasis added.]

o
et

In order to determine if this section is applicable to
monitoring, we have to interpret some of the terms. Much of this
interpretation has already been done in D.90-11-052. The. term
7proceeding” is defined in Rule 74.2 of the AB 475 rules as ”any
application, investigation, rulemaking or complaint before the
Commission.” “Computer model” is defined in Rule 74.2 as "2
computer program created to simulate or otherwise represent sone
physical phenomenon oxr utility function,‘by;using:input_data and
producing output based on these data.” : TP

" 'While monitoring information is. clearly part of . .

I. 87-11—033, it is less clear that all monitoring mnformatzon can

®
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be defined as computer ‘models.  Further, we do:not specifically
plan any further hearings relative to monitoring at this time.
Therefore, AB 475 rules do not:apply directly to
monitoring information access. However, we-do propose that the - .
general concept of access described in the AB 475 rules be adopted . -
for third-party access to monitoring information. . |
Access te monitoring information by third parties was
anticipated by I.90-02-047. The order states: . ”“As a xesult of.
review of data or reports gathered in the monitoring program,
parties may file a.petition‘questioning[adherence[tdgﬁhe
commission’s monitoring goals established in D.89-10-03L. . . .”
Since I.90-02=047 specifies that‘”teiecommunicatibns7customers,
competitors and intexested parties may file petitions, it is clear
that third parties were expected to have access to -monitoring data.
Further we have stated above in this opinion that CACD
will make nonproprictary information available to third parties in
hard=-copy form. The concept in X.90-02-047 ¢oncerhiﬁg access
should apply to allow third-party access to nonproprietary
nonitoring information. R e S
For alleged. proprietary information, we again leok to the
AB 475 rules for guidance. Rule 74.7 of.the AB 475-rules regarding
Confidential and Proprietary Information states as follows:

»Each sponsoring party who objects. to providing
access to any computer model, data base, or
other information which is used in a computer
model pursuant to this article, on the-grounds
that the requested material is confidential,
proprietary, or subject to a licensing
agreement, shall file a motion for a protective
order. The motion shall be filed concurrxently
with the service of the testimony or exhibit
which is based in whole, or in part, upon the
matters to be protected. Any party may file
and serve an answer to the motion for a
protective order within 15 days after such
motion was served. The assigned administrative
law judge, for good cause shown, may make any.
ruling to protect confidential, proprietary or -
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_1icensed information from unwarranted- .. .- -,
~disclosure.” L L ' T
In this spirit, and consistent- with curren;;Commission
rules, monitoring information, like most public utility: reperts to. ..
the Commission, is open to public inspection unless a protective.
order is issued. Accordingly, we will prescribe the following
process for the LECs to obtain an order or orders protecting
particularly private data they want to-hold proprictary undexr NRF: .

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

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. S .

Pacific and/or GTEC may in future years
file for additional motions for similar
protection. All data and reports which we
originally determined nonproprietary will -
remain nonproprietary, however, pending
outcome of such additional motions.

R A
R T

s oo T F e
‘ P A SN T 4

8 The LECS may réquire,thhffparties;éign'&ihondiSClosure
agreement to obtain any material on which the Commission~places a
protective order.
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. The assigned administrative law judge

- (ALT), for good causc shown, may, . at any.

time, make any rullng to protect

confidential, proprietary, or licensed-

information from unwarranted. d;sclosure. 7

Pacific and GTEC are admonished not to abuse the :process .

and to ask protection only where revelation of information would
cause significant and irreparable haxm. : ST P

In essence, the utilities will have an-annual opportunity

‘to identify reports that should be kept proprietary and totprovide

justification for that request; the 60-day . period.following:the. .
cffective date of this order relates to reports that will -be: filed:
during 1991 and until the utilities, if they choose, make. a motion

during 1992. ~We strongly prefer to- handle this motion, if needed,:

on a consolidated basis rather than with regard to.one:or a-few o
reports at a time; the utilities may wish'to coordinate their.:
motion with the delivery of the bulk of their reports in .a'given
year. ' ‘ s Cotn ,
Just as we condemn the'indiscriminatetcharacterizationwof‘,

information as ”proprietary,”‘we-axe determined to avoid abuse of: . ::

our disecovery process. To this end, parties seeking access to -
information judged proprietary must demonstrate that' the
information is relevant to establishing-a fact or policy contention
before the Commission in a £orma1 proceedlnq. " '

- VI. wmnwm

The bulk of the report is aid;scussmon‘or thexspecific“~w~~
reports recommended by parties to be.used as the monitoring. tools .
designated in D.89-10-031, and recommendat;ons by CACD as to the
appropriate reports for each monxtor;ng tool. - s e
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A number of the.reporting-recommendations, by CACD:, .were
not disputed. This shows a commendable effort by the part;es to
reach consensus on reportlng requlrements as well as an "admixable

We accept
each of thesevrecommendatlons.,‘Weuwzll discuss in this opinion
only those items that are contentious.  All recommendations not
discussed in this opinion are undisputed and are hereby adopted.
A. Major Sexvice Interxuptions . B I ST

The report recommends:adoption of the proposals. of: GTEC.
and Pacific, but agrees with a.DRA proposal that GTEC’s summary
report should be issued monthly (as Pacific proposed). instead of .
quarterly. (as GTEC proposed).. The report’s justification- for:this .=

recommendation is that a monthly summary would be more in line with. .

the Commission’s directive in D.89-10-031 that ”special;attention
should be directed to any signs of service diminution.” s -
GTEC argues that a monthly summary would not prov;de a .
new measure of service quality since “it would merely summarize
information already contained in the Commission’s files.” . GTEC
notes that it currently~reports.t0rthe.COmmission gach—majon,,,‘gu‘m
serxvice outage as it occurs. .- - e g .
As we expressed in. D;89-10-031, the potentlal for reduced
sexrvice is of major concern to us, and to ratepayers.. Any;,dw_ﬁﬁ,-.
reasonable request for monitoring 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 given that Pacific proposed a
monthly report on the.same topic. We find the CACD recommendation
to be reasonable and appropriate. - .-
B. Quality mpr:'ove:nent:.and; e e
Cost=Reduction Proqrams e

P

The report recommends that both Pacific and GTEC make
information about quality improvement and cost reduction prograns
available both on an annual basis and upon request. For GTEC, the
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annual report would include, at a minimum,. a-summary of: thes:. .. .-
relevant information from the capital budget summary; “Yellow

Card,” (quality'of”service“report)'and‘General“Order 133-A reports, -~

plus a summary of any information: requested by Commission staff.
over the year. ' A

GTEC argues that this recommendation would requlre GTEC N
to summarize reports that are themselves: summaries of certaen,data,«w
thus creating a redundant report.. GTEC stated at the workshop that -
other information is already available in existing reports which
they would provide upon request. Lo AR

We find that GTEC’s offer: to make the: relevant
information about quality improvement and cost~reductxon-proqrams.
available upon request is reasonable: and will provide an:
appropriate level of monitoring. " :

C. Public—-Opinion  (Subscribers .and
Nonsubscribers) Survoys.onr .

Tbe report recommends that both Pacmf;c and GTEC conduct _

a study of telephone service. arzordabxllty. The report suggests
that the LECs may work with outside. vendors, may cooperate with
each other on the survey, and may work with Comm1ss;on staff, : N
including the Public Advisor’s office (if pract;cal)._ They sbould |
have a mechanism te allow other interested partles to'partxczpate,
as well.

-GTEC comments that thls recommendatlon Lgnores DRA' }
proposal to undextake the survey.and, . lnstead plncos the burden ond
the LECs. GTEC states that ”it is not unreasonable to expect the o
Commission staff to conduct its own Lndependent surveys to Lnsure‘”f
customex. access to affordable telephone servzce. R L

Our only concern. is that this monxtorxng goal be
accomplished. ' We find the report’s. recommendat;on reasonable, but f
if the LECs find that DRA is willing to take, on thls task, th;s 1s'
also reasonable and the parties should not;fy CACD oz the change. '
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" GTEC states that therreport: m;stakenly character;zes m‘”‘
GTEC’s position concerning rosearch:and development information.
GTEC states that, contrary to the report’s contents, GTEC “does not
propose to include the rationale and drivers for [R&D pfojects]p -
since such a reporting requirement suggests that GTEC isiunder some
obligation to justify its investments in these projects.” Further,.
GTEC states that ”[s]ince the Report recommends the adoptlon of. d(
GTEC’s position, the text of this section of the Report snould‘be, y
revised to correctly state GIEC’s proposal... . .7 .

We believe that the report may have-lnadvertently
misstated GTEC’s position. GTEC specifically stated that “in the
event GTEC undertakes an R&D project of $1 million or greater, =
information on the project will be provided.”- GTEC did not specxfy‘
what this information would be. DRA, in its workshop comments,v
reported that GTEC would break down lnvestments by the factors |
(description, dollars, title, rat;onale, dr;ver) llsted in’ the
report. While Pacific agreed to this breakdown, GTEC did not.

However, the report did not recommend the adoption of"
GTEC’s pos:t;on, but “that the proposals of the parties be
adopted.” (Report II, page 28.) 'This would include DRA’s"

Pos 1t1on, which’ recommended that GTEC provxde the information under
discussion. R o IR o

We do not intend that investment decisions by Pacific or
GTEC be tested for prudence or reasonableness; our regulatory
framewotk should give the appropriate incentives'for -efficient
investment decisions. At the same time, our monitoring program is -
intended as an early warning system- if-there is' a-problem with our:
framework. Information on investment decisions may be useful if a -
problen conoerning cross—Subsidy arises, or if we meed toidetermine
the ratzonale for earnings that fall below the lower: level'.
threshold currently '8.25% rate of return. ' - o

We find the report's recommendations to-be reasonable.:
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o L'BaSed'on*a'CCTA‘recommendation,‘theﬁreportmrecommends~; w__
that a sunset (termination of reporting) clause of three years.for ..
tracking requirements for new services be adopted. . Both Pacific -
and GTEC had regquested two-year sunset clauses. DRA recommended
that sunset clauses be addressed on a case-by=-case. basis.: . .

' Pacitic argues that a three-year sunset clause-is- .
inconsistent with the two-year tracking period the Commission
generally recquires for new services, citing Resolutions T-14604,
T-14032, T-14043, and T-13032. Pacific suggests that the sunset.
clause would become effective only if the Commission fails to-.
specmfy a dlfferent tracking mechanism for a particular new.
service. v o
w;thout”any further guidance from CCTA on the ratxonale
for a three-year limit, and with no reply to Pacific’s. argument, we,
find that Pacific’s recommendation for a two=year sunset -clause for
tracking requirements for new services should. be-adopted. -

F. Network Planning, Operations,

The report recommends that Pacific and: GTEC:provide the . .
monitoring information as agreed between themselves and DRA. that
would break out investment data between:feeder and distribution
facilities. The report recommends that Pacific provide, as.an .
attachnent to its Capital Budget Summary, a list of optical fiber
develoPment projects in units and dollars, and reports showing.
forecasted and actual access line’ capacity and working. access
lines, disaggregated into four central office switching- .
technclogles and four geographic sectors. The report: also :
recommends that GTEC adjust the relevant reports to prov;de yxm;lar
information as recommended by Pacific. - S : :

' The report rejects a recommendation by CCTA to break out :
network interoffice and distribution facilities by wire centexr, ..
agreeing with Pacific that such a requirement would be' burdensome, -
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and that such data have limited value under the. ;ncent;ye e
regulatory framework. CCTA, which c¢ould. lese: bus;ne 5. 11 LéCS are
able to provide cable services after placing fiber optlcs‘_,
technology te the end-user, argues that the LECs would compete '
unfairly with the existing cable companies by . crosr-subozd;21ng .
entry into the cable business. According to.the report, CCTA'
fears that cross-subsidization could occur if the LECs ;nvest in
fiber in the system above the distribution lecvel (e. g.,zeeder) are
unfounded because of the safeguards of the incentive regulatory
framework; investments are generally at, shareholder risk; Further,_
the report argues that if competitive services are przced at or
above marginal cost, this does not constitute crosv-subsmdxzatxon.

CCTA says that the report appears to confuse marglnal
cost pricing with ¢ost allocation. According to CCTA, _Af the LEC
has allocated the costs of a competitive service to tne monopoly
ratepayer, ”it can hardly be said that marginal cost pricing
reflects risk taking on the part of the LEC,.” and, 1f costs are o
nisallocated to monopoly ratepayers, the LEC has.. hifted the rlok, -
7thus obtaining the ability to price the new service at: marglnal |
cost withouk 'substantial risk of not recovering xtowcosts-
[Emphasis  in original.) oy N

CCTA is concerned that exlstlng cost . allocat;on _
procedures (the Part 64 cost allocation methodology adopted 1n o
Phase II) ~would fail to capture the investment costs asuociutcd
with future LEC entry into video service markets.” Therefore, CCTAH
recommends that the Commission address its cost allocatlon concerns“
through adoption of CCTA’s proposals for. mon;tormng the LECs'
capital budgets and plant utilization. - o | )

MCI believes the recommendation in the report ”reveals a '
lack of understanding about the ability of 2 dominant company to .
exercise its market power.” MCI -states that ”a dom;nant company -
with an existing ubiquitous network [can) make relatmvely small
investments which will not create a need to raise rates but w;ll
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allow the dominant'carrier to enter new ‘markets” and-that ”a large. .
firm [can) put off the recovery of this investment until.an. ..
acceptable market penetration is achieved. . . .” e
'~ MCI states that a utility’s large size and monopoly

position can result in indirect subsidies, thus eventually -
dominating a market, even without direct cross-subsidies.- While .
not advocating a specific monitoring device, MCI cautions the
Commission that the report’s comments are “naive and frightening,”
'that they seem to suggest that the problem of a monopoly can be
addressed‘through re-regulation of the dominant fixm, and that the
xeport’s views ”stem from a desire to set the monopolies free to -
enter and dominate new markets, regardless ‘of the harm that may
befall competitors and, ultimately, consumers.” . :

Pacific comments that the report’s. recommendatlon that
Pacific provide investment data for metallic feeder and ,
distribution facilities separately is unsupported and would lmpose
a substantial administrative burden. Pacific. offered to. provide .
investment data for fiber feeder and: distribution facilities . *
separately, and says this would not cause any additional: bﬁrden.;
However, Pacific presents its analysis that separation of - .
investment data for metallic feeder and distribution facilities
would take approx;mately 16,000 hours to. implement at the:
1nd1v1dual engineering work order level, at a cost of over $1 .
million. Pacmfzc also notes that: it would be “impossible to comply
with [the Report'a] recommendation ‘that Pacific provide . -~ .. the
ratio of total subscriber outside plant dollars to switched access
line'gain'. . « for feeder and distribution facilities separately . .
. - . because switched access line gain measures a completaed.
circuit, which includes both feeder and distxibution.” - N :

Paciftic also comments on the .report’s recommendatxcn for
a list of fiber development projects. Pacific states that, this
recommendation “is not only at'odds with the Commizsion’s new .
regulatory framework, it is inconsistent with the CACD’s own. .
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findings.” Pacific asserts.that DRA stated.that it.wants. the lxst
of fiber development projects in ordex. to .study the cost-
effectiveness justification. Pacific argues that. the regulatory
framework expressly states that these cost-effectiveness. studies
are not to be done, and that DRA‘s request “is unnecessery_and_
inappropriate.” Pacific also argues that the report itself
recognizes that investments are at the utilities’ risk enq,dofnot |
have a direct impact on rates.. . o

" In reply comments, CCTA argues that proposals to~samplc
fiber projects should seek not to second guess or to. 11m1t the
LECs’ investment decisions but “only to ensure that the costs, .
associated with LEC investments in fibaer are allocated correctly
between monopoly and competitive services.” -

GTEC also opposes the report’s recommendat;on that
investment data for outside plant be broken down between Zfeeder and
distribution facilities, noting that GIEC does not do so. and that
such a segregation would require changes to its capital budgetlng
methodologies, the benefits of which would be "quest;onableﬁat,
best.” GTEC also notes that the recquirement for prior. ‘
authorization of fiber installation beyond the feeder system, along,
with GTEC’s provision of a report listing capltal\progeepsw}n_, |
excess of $1 million, will furnish enough data for the Comﬁissionv
to monitor fiber placement. :

- GTEC opposes the report’s recommendatmon that GTEC flle a
new report similar teo Pacific’s Capital Budget Report.. . GTEC arguesf
that since its reports are used for. internal management,.. they may. |
not be identical to Pacific’s reports. Given that DRA and GTEC o
agree on appropriate reporting, there is no reason to requ;re
absolute parity with Pacific. _ e

We first consider the report's recomnendat;on that
Pacific and GTEC break out investment data between. feeder and |
distribution facilities. At:a minimun, it is. reasonable to. requ;re
the LECS to report tiber,lnvestments,separately,.es gag;f;cr””‘ o
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recommended. Information on 'the amount:of fiber already placed in
the feeder systom would be useful "in analyzing:any future ...
application required by D.89~10-031 to place fiber -heyond the
feeder system. We are not convinced that the reporting of -
investments of over $1 million would pick up sufficient - .
information, as fiber investments may . be made in small increments -
in many places over time. ‘ -

‘We are less convinced of . the need to track metall;c
investments in the feeder and distribution systemsmseparately., Ir .
the concern is fiber investments, then fiber should:be tracked.
Total investment levels will be known, projects.over $1 million
will be identified, and all fiber investments will be reported.
Thus, the incremental benefit of separate tracking of -metallic
investments is not clear beyond a desire to check for prudence~and~
reasonableness, which are expressly denied: by the. Phase II
decision. : co Vo ‘

We therefore find that Pacific and GTEc:should~track-only

fiber investments -eparately between. feeder and -distribution: -
systems. S ‘ ST
~ Next we consider Pacific’s opposition to,theAreport!s
recommendation for a list of fiber development projects. :While we-
do not foresee prudence reviews, we do foresee tracking.of. future -
fiber deployment. As noted above;'Paciric-itselr‘proposed'to-break-
out fiber projects between feeder: and: distribution systems,... S
rcal;z;ng that most fiber projects at this: time would not. be beyond
the feeder system. Therefore, we find it appropriate -to- monitor-
fiber projects in gencral to provide a basis to monitor such
modernization of the network for the future. .- 2 .
Concerning GTEC’s recommendation on the Capmtal Budget
Summary, the report does not appear to reguire parlty‘between=GTEc
and Pacific in their reporting; specifically it recommends that - .
#GTEC make the necessary adjustments to . its reports . . . to .
provide similar information t¢ that CACD recommends for prov;s;on
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by Pacific.” We find that GTEC should: provide. this information as. .
recommended by the report, but may provide it:in.its .own .format. - ...
“Regarding the breakdown of .investments: by wire center, we .
reiterate our philosophy concerning-investments and cross-—subsidy .
under the incentive regulatory framewerk. First, we will nqt,‘
review investments for reasonableness or prudence;. the framewoxk. .
should give sufficient incentives to make appropriate economic
decisions, with the associated risk being placed on the LEC.
Second, we specifically require that with minoxr exceptions no ..
investments in fiber beyond 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 of costs between above-the-line and below-the=-line
segments of the company- This: is intended to ensure .that captive ...
ratepayers do not even indirectly bear the costs of- investments-and .
expenses in speculative and competitive ventures. Fourth, we.have .
a price indexing system in place which prevents monopoly ratepayers
from facing rate increases associated with poor investment .. - ... .
decisions, excessive expenses, faltering revenues, or 1mpr0per costA
allocations. Whilo a deliberate attempt‘to-cross—subs;dmze or

returned to ratepayers, this could occur only if there were .
sharable earnings in the first place, and such-actions would also
disadvantage ‘shareholders as much- as ratepayers. . = - .. ...

CCTA and MCI also are concerned that, regardless. ot
ratepayer impact, there may be potential harm to competitors due tot
an LEC’s direct or indirect cross-subsidization efforts...We .are, .
of course, also concerned about this prospect.  We have addfessed._;ﬂ
this issue through adoption of the Part 64 cost allocation
methodology, which assigns to below-the-line services- the fully ..
allocated costs of these services. This places the LEC at risk for
any losses resulting from pricing below fully allocated costs,
regardless ‘of the rationale for such pricing. Any pricing below ...
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incremental ‘costs would be subject to antitrust: laws, -if the .intent .

was to act in a predatory manner. .. ;.- R T

Given the safequards-in place, we £a11 to-see how the LEC
could cross-subsidize through improper cost allocations.  While-
such improper allocations are possible (and we cexpect staff to..
review for this), rates could not thereby ke raised, and the.result ..
would be that the monopoly-side profits would be lower.” While the
LEC may be able to sustain lower monopoly-side profits for a time,
it cannot inc¢rease rates to make. up for these losses. . . ‘

What MCI calls indirect cross~subsidy seens to~refer to
economies of scale and scope.  Certainly, the two LECs in .question .
are large firms. But so are some of the other firms in the.. ,
competitive markets the LECs may enter now or in the future.. True,.
the other firms do not generally have a captive .monopoly base -
behind them. However, we have already discussed the safeguards. in
place to prevent the use of monopoly profits to cross~subsidize
competitive ventures. It seems that CCTA and MCI would have the .
Commission actively limit LEC efforts to enter certain: competitive.
markets. On the contrary, we have gone. to great lengths to balance
the interests of the parties. For example, we have ensured that
fully allocated costs are assigned to- the competitive  side,. and. we
placed competitive services below the line; however, we believe the
entry of-'LECs without significant ratepayer risks intomlegally,
allowed competitive markets is a positive development for these
markets. e o

CCTA’s proposal for wire center level monitoring .of -
investnents rests on the premise that captive ratepayers may
subsidize entry by the LECs into competitive ventures, -in -
particular cable television. MCI argues that cross-subsidy.can:
occur without harm to ratepayers.. As shown, captive ratepayers . .
beaxr little risk from competitive ventures. MCI’s argument.does . .
not correspond with a specific monitoring proposal; since we do not
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find that the problem MCI discusses . is~a:major‘concernﬁmwe;willmnotw,

adopt any monitoring requirement to address it.
- Therefore, we find that the report’s rejectxon of. the
CCTA proposal -for monxtorlng of investments at the wire center-

level was proper. . .
G. Capacity Measurcs Such as Plant Deployment

The report recommended that we reject CCTA’s proposal
that Pacific expand its Outside Plant Report in their Capital-
Budget Summary to -include a breakdown between distribution and

feeder plant.: The report expressed sympathy for CCTA’s proposal, . .

but supported DRA’s argument that CCTA’s request ”“does not- appear

to add any more information to achieve the purposes. discussed: by -,

CCTA and would requixe the LECs to make major changes to: theirx -
reporting systems.” : . S e e
CCTA argues that whlle the information requested may- not

contribute to full utilization of the local exchange network,. it is.
essential for monitoring aimed at the detection of c¢ross-subsidy. . -

CCTA states that ”[u)tilization reporting at the wire center level-
is needed to provide the Comnission a basis to judge whethex. LEC
investments in outside plant were or will be necessary to provide
exlstlng services, and, accordingly,. how to allocate such .
investments among present and future services.” . Further,- CCTA

believes this data is necessary in order to detect-cross-subs;dy“"

because utilization levels associated with existing copper

facilities are (or should be) a major .driver of -investnent: in flber

facilities.

or will be necessary. Pacific argques  that CCTA’s -argument in

support of a breakdown between copper pair gain and fiber paix gain

is also flawed, as pair gain utilization is not dependent on

In reply comments, Pacific. states that CCTA’s arguments -
are inconsistent with the requlatoryuframework,because<CCTA,u1n,w.‘Q
Pacific’s view, wants to judge whether Pacific’s investments were - . .
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whether the transport medium used is copper or flber shutexrather.con |-,
the electronics installed on each end. ' AR EA D A
" GTEC states that it has agreed to work with DRA to

develop a report for interoffice facilities, but takes issue with-a. .
statement in the report .suggesting. that GTEC must conform-to a .- |
specific reporting format. GTEC proposes. (and had proposed at-the
workshop) to develop a report with the information available within. .
the company, information that may differ from that-available within
Pacific. : : e L ; G
We have already discussed the;issue of-monitoring of.
investments for detection of cross-subsidization. While CCTA.
legitimately questions whether . the LEC.can leverage-off its.. . - . - .
monopoly=-side investments in order to ¢ross-subsidize its -more -
competitive ventures, we have. several safequards in place from _
D.89=20-031 and a number of monitoring requirements in-this opinion-
which will be implemented in order to detect such cross=-subsidy. - .

The report recommends . adoption . of broad. reporting- -
requirements regarding plant utilization,  and as these 'were ..
uncontested, they will be adopted. .  Specifically for Pacific (the
apparent main c¢oncern of CCTA), there will be an-annua1~report‘
titled Interoffice Facilities Annual View, Deployment- and -
Utilization Forecasts, and a gquarterly report entitled Interofrlcc
Facilities Quarterly Deployment and Utilization Results (as
specified in Appendix D of the wOrkshop II report). . There will
alse be central office equipment versions of these reports: in
these, Pacific-agreed with a DRA suggestmon to break -out
electromechanical reportxng between step—by-step and crossbar.

We find that the report is reasonable ln recommcndlng
against the CCTA proposal ln.thls area.,’ ' T e

We also find that GTEC’s: 1nte:o£f1ce fac;l;tzes repoxt
need not be identical to Paclfxc’s, but should include’ essentially
the same information. - ... S
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H. -Settlement Flows - -to:and . : '

‘Al) parties agreed that-Pacific:should: provide:monthly
settlement data, reported cquarterly, including specific-data:
pertaining to ‘GTEC. We concur '‘in ‘that 'z¢ccord, which would mean- .-
that no report would be required.of GITEC. Citing a:DRA-professed:-
need for details of settlement payments to- the other LECs-in the. - -
state, the report recommends, however, that Pacific.expand its -

- xeport to include this detail, a recommendation with which Pacific:
disagreed in worxkshops. Although Pacific.does not press its case
in its comments, we find it appropriate nevertheless to confirm the
report recommendation. Pacific has the.data; the:data are subject
to Commission scrutiny, whatever their. source; and, as: CACD notes,
#[i)t makes sense, if for 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.” :
I. Market Share and Other: Relevant Market: Power -

Data foxr Sexwvices in Categoxies XX and IJI ,

The CACD report recommends:adoption of the DRA position
which is an acceptance, with clarifications and amplifications, of -
the Pacific proposal that volume and revenue data for Categories II -
and IIX be reported. According to the CACD report, DRA also
requlref that the reports do the followings: : :

1. Measure and compare the numbexr of custonmners .
-~ using Centrex and PBx,y,rﬂ_, _

.

2. - Track competition and prices for. hlgh speed
. digital private lines and h;gh speed 5
specxal access, i

Collect data on access. m;nutes for o ,
1ntxastate estimated intralATA, information
services, and monitor prices and new :
~competitors in the market,

Do trend analysis on usage and revenue for -
billing and collection services,
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Monitor revenues for directory-advertising, ...

Gather data on the number of customers . "7
‘insured and the incidence of actual.repair,.. .
estimate total repair rate, and track other
participants in the inside wire repair - - @
market, and

Track pr;ces and do market surveys for .
custon call;ng/vertacal 'sexvices,. protocol .

convers;on, voxce maal, and voace store and
receive. :

We accept the recommendatlon, for both LEC fbf*ﬁow:*‘*““
noting the workshop discussions and the parties’ comments regardlng
the difficulty of (1) calculating relative market share unless all o
providers report, and (2) pred;ctlng the requ;rements that will’ '
ensue when intralATA markets are opened to competltlon.‘ We w;ll
Say more regardlng market share and other relevant market power
data in Phase IIX of these proceedmngs., We reas-ure the LECs that
they need not be concerned, for the tlme belng, wath reportlng data

. on other providers’ market shares nor with data they cannot o
isolate; for example, the 1ntrastate port;on of znformat;on access
sexvices that Pacific mentions. ’

. We. also affirm DRA's pos;txon that the reports should ‘be’
provided annually and w;th f;llngs regard;ng Categormcs II and III ;
services. = . . . ) o

S _Specifically, th;s lssue dealt wmth the tlmrng of
reports, the content of which was determaned in Workshop T. ‘cacp
recomnends that cost-trackang reports be submitted quarterly by the”
end of the quarter follow;ng the reportlng per;od, w;th annual
true-ups due by the end of the flrst ‘quarter follow;ng year ‘end.
Although not all parties agree (MCI, for example, recommends more
frequent, more detailed reportlng), we r;nd this to be 2 reasonable
basis for beginning cost trackang. CCTA urges clarlflcatzon of the

reporting requirement to ensure that serVIce-specxflc track;ng

e . -
[ e sy
PR} "',"' -
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results are reported at the same' level of:disaggregation at which
they are tracked.  We agree that this should be the understandlng
for the fzrst year reporting- requlrements. Subsequent reportmng
requ;rements nmay be relaxed. or’ txghtened as monitorlng regquirements
evolve. : Sl

K. ZTariff Xmputation ... . : ‘.

In dlscussxon of Workshop I 1ssues, we agreed w;th CACD’s
recommendations on tariff 1mputatmon. ‘that 1mputatlon is
approprxate for cost tracking of Category III services but
Lnapproprlatc, tor the time bo;ng, for Category IX. CACD now
recommends an imputation report for Category I1 services,
explalnlng that 1t is not a cost-trackzng report but a means for
staff to nonitor agamnst price squeezes by the LECS in- Category II.
In ;ts report, CACD descrlbes the potentlal it sees for price’
squeezes and explains how the lmputatxon report will provide the
safegquard it desires. only the LECs dlspute CACD*s conclusions.

We fully concur with the report's‘recommendatioh"and £ind’ the LECs’
arguments w1thout merit. While the LECs' position (that our e .
mechanism for adjust;ng price floors in Catcgory IT will offer some
protectlon) mrght prove true over tzme, as price floors remain
unchanged the possibility of prlce squeezes remains. -Moreover, as
CACD suggests, the meutatzon reports will serve to ensure that
tariff imputation, a pricing principle we firmly endorsed, is-
followed by the LECs. CACD also notes the apparent inconsistency -
in requiring GTEC to complle 1mputatzon reports while allowing GTEC
to track costs at a much greater aggregatlon than the imputation
reports would require. We acknowledge the apparent inconsistency, '
but find that this only reinforces our earlier conclusion (in
Section II., E., above) that GTEC should proceed ”with aXl
reasonable haste” to resolve its temporary delay in reportlng at
the recommended level of dlsaggregatlon. Imputation reports:
recommended by CACD should be submltted at least once a- year. o




7.87-11-033 et al. ALJ/GAA/Jft *

L. Numbexrs and’ Types of Complalnts Frled by SIS

Neither LEC opposed submrttrng 2 report detallrng the
nunber and type of complaints filed against it by .competitors, but
both disputed the DRA-recommended monthly reports and annual -
summaries. The CACD report recommended adoption of the DRA
position and we concur. ' '

VIX. Discussion of Workshop IXX, Inclusion: of Ratemaking: . . .

Summarrzlng our rncentrve-based framework for Pacific and
GTEC, we said that the new program is ”centered around a prlce cap
1ndexrng mechan;sm with sharing of’ exoe s earnrngs above a’
benchmark rate of return. .. 9 P e T T e
The background of these two elements—-the ‘rate cap-and -
the sharing mechanism--is helpful to 2 discusszon of the propriety
or zmproprrety of including ratemaking adjustments 1n the earnangsu
calculation under the new framework. ' : S
A. The Role of the Rate Cap
Aﬂ.ths_usz_zxsmgzgzk____

In our drscussron ‘of the new framework: (pages 115-150-0f"
the doc;smon), we contrastod the’ ability ‘of "carrot” andv¥stick”:
regulatory frameworks, respectlvely, to give incentives to - ¢ '
utilities to operate efflcrently (page 129) . The- price: cap-was

characterrzed as the carxot” xind of regulatxon. traditional rate- -7

:—return regulation was the stick. Under the prxce cap,’ we-
explalned, "regulators can explolt a company’s basic’ profit motive:
by decoupling rovenues from COosts. ... By putting’a atility’s-
shareholders at a dollar-for-dollar risk, [the pure price cap

9 Ibid., 59.
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model] provides a strong anentlve tcr‘managers to»operate the
utility in the most efficient manner.” We contrasted this:
incentive-based regulation with the traditional type~xn;whxch
regqulators determine “whether the utility has run-its business

efficiently and wisely. . . .% To say it another way, the basic - .
theory of the price cap model is to control management’s: spending. .
by giving it an incentive to maximize profits; the- basic theory of .

traditional regulation, on the other hand, is forx regulators to
control spending by deciding what is proper: and reasonable and.what
is not. We c¢oncluded that the carrot was the preferred instrument:
#the price cap- framowork for updatlng rate levels and l;mxt;ng
nonopoly profits outperforms tradltlonal rate-of-return regulat;on

- - - , meets . oux regulatory goals . - - ; balances the 1nterests -
of ratcpayers and shareholders and, on the whole, 1* preferablc to f

traditional rate~of-return regqulation ror Paczfzc and szc and
should be adopted.”*® = .
B ] __.n_;
The sharing of excess earnings Wlth ratepayers, we
explained, was a departure from a pure prxce cap Lndexlng model.
It was ~“designed to provide protection to both- ratepayers and
shareholders from risks that the 1ndcx1ng method may over=- or ‘undex
estimate revenue- changes needed to keep the ut;lmty fznanc;ally
healthy.” Thus, though we were dlsposed to a pure prxce cap model
for the LECs, our concerns. about the 1ack of check* and balance* Ln

[
& ELE SRR

the nmodel persuaded us that ~a regulatory mechanzsm wh;ch provzdes

some self-correcting protections 15 more l;kely to be sustaxnable
and - thus would. provide more p*edzctable and longer run xncentlves

to utility management than would the pure prlce cap model.l" v\,i,

10 Ibid., 153.
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C. The Inclusion of Ratemaking Adjustments -
in_tho I : caloulati

In intreoducing the sharing mechanism, we.do not.-imply a. _l
reversion to rate-of=-return regulation. Rather, in-D.89=10-031, ... .
#this decision removes the Commission from detailed review of
carriers’ costs, . . . [and] customers’ rates will not change in
relation to specific utility: costs. #*d ‘Noting, in- fact, the .
reduction in incentive to the LECs that the sharing mechanism 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. of
the 1992 review of the NRF. S e _

' Noxr did we intend the sharznq,mechanmsm to~s;gnal a
retreat from the basic tenet of the rate cap model: ut;l;ty:y_
nanagemont “is at risk for all investment and operating decisions,
(controlled only by] market forces and the utilities’ goal- of
naximizing shareholder value... . .%>% Under the new -framework,
spending decisions are the domain of utility management.%? AS we
noted, the new framework should perform as well as or better than.
traditional regulation in meeting each of our regulatory;goalsiby},
among other things, ”[eliminating) the requirement that -investments
be justified in regulatory proceedings. . . [and) shifting the
focus of regulation from evaluation.and .control of.the local
exchange carriers’ operations to the application of externally. .
¢ontrolled inflation and productivity indices. . . -.*

11 Ibid., 209."

12 Ibid., 145. ': S e i s g s e

13 Management may act w;thln.bounds establxshed by our regulatory
goals for the carriers. We still may impese ratemaking-adjustments
or penalties arising from poor service quality or other management .
misconduct. - However, as we note on page 186 of the decision, and
later in this decision, these would better be handled directly: in
rates.
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With the inclusion of the.sharing. mechanism, howevern
came the need for an earnings calculation ‘and '£iling.  "We' had .
concluded that there was “no need: to.cont;nue-adjustmentsyior
expenses which [under the new framework] are within management
discretion as part of the sharing-calculation.” Nevertheless, we:
reasoned, ”any adjustments due to past penalties should be
continued,” finding that ”[tlhe current record does not allow.us to
decide which current ratemaking adjustments should be reflected in
. the sharing calculation, and which omitted.” . (Finding of Fact.
No. 164.) The specific job of the workshop, then, as CACDfsﬂreport'
aptly puts it, was to answer “the question of which existing .. |
ratemaking adjustments were due to past peénalties. and which, had
they been incurred under the new framework, would be up-to,o
management discretion.” (Report page 15.) ST

On the same page of its repoxt, CACD answers tho questxon
for us: “[NJjone of the current ratemaking adjustments are due to .
past penalties. . . .” None of the commenters to CACD’s report .

digputes this flndlng of the report.

DRA - in its ongeing- comments to Report III that CACD
failed: ”[T)o consider the parties’ meticulous review.of each
adjustment....” DRA is technically coxrect. However, CACD vicws
the NRF as establishing new ratemaking principles and regulatory .
requirements. Nevertheless, some of the ratemaking adjustments. ol .
the LECs deserve special comment:

First, CACD recommends retention of one class of
ratemaking adjustment in the earnings calculation: deprecxable
assets that were disallowed by this Commizsion prior to-the S
inception of our incentive-based frameworx.

Following that concept, the CACD report recommends that
three of GTEC’s ~current” ratemakmng adju tments and one-of - ‘
Pacific’s (depreciable assets that were~prevxously d;sallowed for fr
ratemak;ng.purposes) be retaxnedu;n ;pture earnings caleu;etmons,,
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along with the asset’s associated depreciation or’amortization:. -. -.
expense -and any tax effects, until those assets arezfully written .0
off or retired from the books of the utility. Neither GTEC: noxr.

Pacific contests this recommendation, in principle. Accordingly, .. .

except as noted bhelow, we adopt the recommendation, and: require
that the respective LEC: adjust future carnings calculations to
reflect disallowance of the expenditures for the assets in-
question, along with their assoclated expense offects, until those .
assets are no longer on the company’s books.. Pore e
Second, GTEC believes one of the depreciable assets: of
GTEC that CACD recommends be adjusted out for ratomaking purposes
(the CentraNet capital investment, GTEC Item 9 in Appendix A to the: |
CACD Report) should properly be included in the earn;ngs . ’
calculation rate base. ‘ R T
GTEC points out in its opening comments that the-.
investnent was disallowed in GTEC’s last general rate- caseubecause
the associated asset was not yet.in serxvice, but that it has:;since -
been placed in- service. DRA and other parties to the. workshop:
agree. Accordingly, this asset, though otherwise: falling-within
the guidelines for disallowance recommended: by CACD, should be
included in GTEC’s cecarnings calculation rate base. - In other words,
contrary to CACD’s recommendation, the ratemaking -adjustment- should
not be included in GTEC’s earnings calculation. ‘
'Finally, there is confusion surrounding the: CACD*Report’ :
position with regard to the antitrust expense of Pacific (Pacific.
Item 6 in Appendix A €0 the CACD Report). - o
Except in the appendix, the report does not @pecxfmcally‘,;
mention this adjustment. DRA and others have understood. that, CACD- .-
recommends including these costs in the earnings calculation.  The
report, however, at page 18, says that earnings.reported :in
carnings calculations ”“chould . . . be those of the respective LEC
. . - recorded in accordance with the Part 32 uniform system of
accounts . . . incorporating any meodifications. to [that): part([] -.
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instituted by this Commission.” As presently . instituted by this- .- . .
Commission, LEC accounting recquires that expenses of-antitrust .. ----. .
actions not be included in earnings calculations unless the LEC is . -
successful in- its defense against allegations. (See D.86=01-026.)- -
By requiring adherence to Part: 32 as it is presently constituted by
this Commission, CACD is conforming:te DRA‘s and others’.position -
that antitrust expenses should not be included in the-earnings;“
calculation until the company is found innocent of ‘any - A
anticompetitive behavior.. Accordingly, we concur in. tne report's
position, as we have interpreted it here; that is, that there
should be no change in accounting for antitrust expenses. . 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 ratemaking ox earnings
calculations.” s ‘ R

We note that in its’ perzod;c earnings: reports to'the
Conmission, Pacific treats the:disputed antitrust-costs.as. a-. . ‘
disallowance, not as an accounting difference, as. directed by the .
CPUC. Regardless, the principle is the.same: We are not, by this.
order, changing the method of accounting we had earlier instituted

in D.86~01-026 for Pacific’s antitrust expense. . s :

E. oOthex Xssues Lxom the CACD Report : P S :
Four items from the CACD repext neced amplification: the

form LECs are to use in filing 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: earnings

caleculation; and, finally, the recommended mechanics for-handling

penalties under the new tramewoﬁk; : '

Our decision asked that the ovexall !ormat or -an. annual
£iling be discussed in the workshop and that CACD- apprise us of'any
consensus. that was reached. = CACD has appended to its workshop
report the form: that parties agreed upon : for the -annual earnings. -
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filing. We adopt the form today, with one caveat: .that:this form, ..
like all others recommended for 'use:in our.monitoring program; . is:.- .
subject to improvement and correctmon asrthe partles galn”
experience with the program. ‘
2. The Place of FCC Rules ::g;?egulations
the E N caloulati

The report defines the “earnings,” to be as follows:
”le]arnings . . . of the respective LEC (recorded in accordance
with the [FCC)] Part 32 uniform system of accounts), less its
interstate operations (separated by Part 36 procedures), less
earmings from Category III services (allocated by Part 64 - -
procedures), incorporating any modifications to those parts.
instituted by this Commission.” We adopt that definition, ‘
reemphasizing that the Part 32 accounting is the starting point for
calculating earnings and that our modifications to that part, as
noted above with regaxrd to the antitrust expenues of Pacific, still

The Rate Basc Components

A vital element of any earnings calculation is the -
divisor: the rate base. The CACD report recommends-—-and:ne: party -
takes issue with this--that “the rate base components -to be.
included in future earnings 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.” We

14 GTEC 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. 14).
GTEC’s principle is correct. OQur intent is that ”earnings” should
accurately reflect each year’s operation.
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adopt that standard with the proviso that-rate base components . .-
associated with below-the-line services-are excluded.
4. The Mechanics for Handling- Future
Pcnaltices or Disallowances

The report recommends that “any future. ratemaking
adjustments (imposed as penalties or disallowances) be implemented
as an adjustment through the Z factor. . .. .”  The rationale behind
this recommendation is that, if the penalty or disallowance. is. _
implemented through the Z factor, it will afrect;customq:s!fratesh
whereas if it is implemented through the earnings calculation, ..
ratepayers could be insulated from its-effect if the LEC’s earnings,
were below the sharable threshold. While the report’s .
recommendation appears reasonable for circumstances that the .
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. belleve
that parties may share our desire to preserve flexibility to-
fashion remedies as may be appropriate to the given problem.

No party disputed the LECs’ proposal to compile and file
#California Cost Allocation Manuals’ that reflect cumulative
requirements approved by the Commission for allocation of costs.

We will adopt the LECS’ proposals in this regaxd.
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e

In accordance with PU Code § 311, the ALJ .draft:decision-: .
prepared by ALY George Amaroli was issued-on'May.2l, 199%.. Timely
comments on the proposed decision (PD) were filed by AT&T-C. BATL, - .=
CCTA, Centeox Telemanagement, Inc. (Centex), Citizens, DRA, "GIEC,.. :
MCI, Pacific, and TURN. Reply comments were filed by all.of-the . -
above parties except CCTA, Cltizens, and TURN. .. = Do 2

- A number of the comments~receiveddcentered on-argunents:
of the parties’ positions which were previously raised during the. -
course of the workshops, comments-on workshops, and comments on the
workshop reports in this proceeding. ' In’ Xeeping with Rule:77.3.0f
the Commission’s Rules of Pract;ce and. Procedure: such_argumen:s are.
given no weight. S P AR T NP ;

© Such arguments include CCTA’s discussion of. mon;torang of:
fiber and metallic investments separated between feeder.and. ey
distribution plant. GTEC’s arguments concerning the need to
prepare an R.O. Report also fall' in'the category of reargument.:
Also, a number of DRA’s points merely rearticulate .issues raised in:
their various sets of comments. ' o R I e
B. EEEIJ' ESEDE xnxgmgsign. ; y ’ . R T

' A number of parties commented on the.issue of access to
proprietary ‘information by third parties, and in the case 0f GIEC,
by DRA. This issue arises both in the context of access to ..
monitoring information in general and access to monitoring ...~
information via the computer link discussed hereim. . .. ooloTh

CCTA and other parties comment on an apparent: d;screpancy
between Ordering Paragraph 8 and Conclusion of Law 30 in .the PD.. -
While Oxdering Paragraph 8 would preclude parties who have executed
confidentiality agreements with the LECs from having access .to some
highly proprietary menitoring information, Conclusion of Law 30
would allow parties who have signed protective agreements "access to
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all assertedly proprietary. monitoring -materials... CCTA: supports the
latter language. TURN agrees with CCTA’s 1nterpretatzon and
suggested nodified language for Ordering Paragraph 8. ...

- Centex argues that there are valid reasons for . plac;ng

the burden of seeking protected treatment of alleged;yvproprmetary_.

information on the LECs, as suggested:-by the PD- in requiring.the
LECs to obtain a protective order to .retain proprietary treatment

of monitoring information. However, Centex believes.the decision .

should not create a new class of “super-proprietary” lnformatlon
that is not available to third parties even with a nondisclosure
agreement. _ e
Pacific, on the-cother hand,-argues that to deem.all.
information to be nonproprietary absent a protective order is.
inconsistent with current Commission xules and policies, - clalming

that the Commission currently decides whether specific. information

should be proprietary on a case-by-case basis after. the proprietary
designation made by the utility for that information has beon. ,
challenged. Pacific also states that a Commission decision that

certain information is not proprietary could cause irreparable harm

to Pacific by requiring public disclosure of information that would .
be considered proprietary under a more competitive environment that

may arise from the Phase IIX proceeding of .I. 87-11-033. . - ...
GTEC comments that the PD’s August 1, 1991 date for
filing motions for protective orders is unreasonable, and that the
Commission should allow 120 days following the effective dete of
this order. . Further, GTEC requests clarxrlcatlon that the .
disclosure requirements apply only to the monitoring. reports .
themselves and not to the computex models that generate,the
information. & ' T R N S
Sxmxlar arguments by part;es are presented 1n replyi“,
comments. - L ‘ R : . s
" We. wzll adopt the pos;tmon that all monxtorxngwp\ .
information should be made available:to DRA-and CACD,. wmthout need
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for nondisclosure agreements. . Third parties should have similax
access upon execution of proprietary (nondisclosure): agreements -as .-
recommended by Centex. This places the buxrden on the LECS to seek
a protective agreement, in those rare cases, when 'providing . the ,
information sought by a specific third party would cause -~ ;= -
1rreparable harm to the LEC. - . Y SO
GTEC believes that the proposed computer:link between-the -
two LECs and CACD and DRA is unreasonable.~ GTEC disputes whether
the benefits of this link outweigh the 'inconvenience and-cost to

GTEC and Pacific, and whether the Commission’s monitoring-abilities- -

will be significantly improved through such a. link.: GTEC~-also -
argues that recurring as well as nonrecurring costs. of the link
should be recoverable in-a Z-factor filing. Pacific. concurs:;on .. . |
this point. Pacific also would like clarification.that-the'link.is
only available to DRA and 'CACD. L e e

© 'Citizens believes- there are less expensive; more; - - . -
expeditious, and as-accurate methods of:providing monitoring- -. -
information; this would be through the use of modems-and:floppy
diskettes. Citizens raises the issues. of security,  privacy, and
proprietary information as concerns. Further, Citizens-asks that, -
if a link is established, this method of obtaining:monitoring.
information not be applied to mid-sized .or smaller LECs- if-they
propose an alternative regulatory 'framework in. the future.::

' DRA would like the PD to .clarify that DRA should: be ,
involved in the computer link’s development and that: DRA should. be -
provzded with its own.link. . -~ - . - ol LT Lo s

‘'We have already addressed the ratmonale :or':equlrlng a. -
computer link. We will clarify that,thehcomputer.llnkashould-be .
accessible to DRA and 'CACD for ‘all monitoring information, .and -only -
to DRA and CACD. - We will not comment on Citizen’s request in terms .
of applicability to smaller and mid-sized LECs-as.these-companies . .

Lol e




1.87-11-033 et al. ALJ/GAA/JLt ww

are not now under an alternative requlatory  framework. . We .will... .
deal -with that issue when they apply to be regulated under NRF. . . .. .
AS to the questions offrecurring.costsyror,thewcompute:;ﬁﬂ
link, such costs should be offset in large part by -reduced mail and
reproduction costs. To the-extent: that significant additional .. .
recurring costs are experienced for the link and associated. -
hardware, the LECs may file recorded data, by application. to modzfyﬁﬁ
this ‘order as appropriate.. .. . .o SRR
D. FEiker Investment Monitoxring: Reports. S
" Pacific comments that the PD 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.
investunents should . be tracked: separately between feeder-and
distribution plant. - . e
We agree with Pacific and have—revmsed the PD _
accordingly. - CCTA’s arguments have been discussed at. length and
our position remains unchanged.. - ... . . e
E. Leaal Basis of the Decisjop - - . .r . - oo o fac,:u;w;fg,
. TURN.argues that PU Code § 1708 recuires hearings before
the Commission can reverse previous decisions regarding. ratemaking .
adjustments. Given that the PD would eliminate some: ratemaking
adjustments and no hearings were held leading up to the PD, TURN . . .
believes it would be legally improper to take such action at this. .
time. TURN also believes the Commission cannot legally . d;scont;nue
the adjustment for dues, donations, and political advecacy. . .
expenses, citing Pacific Tel. & Tel., Co. v, Public Util. comm.,
(1965) 62 Cal. 2nd 634, 668-669 (RL&T). TURN argues that any LEC
expénditures on political advecacy or dues and donations offset
half or all shareable earnings.that would otherwise accrue to
ratepayers (if returns are above 13%), and that in this case
ratepayers are funding the expenditures just as would . occur. under
traditional regulation.
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' Pacific in its reply comments arques that.the decision
regarding which ratemaking adjustments should be included in the.
sharing calculation does not require the Commission to resecind,. .
alter, or amend any prior decision. Turther, Pacific argues that - -
PTET is ;nappllcable because the Court decision applied only to.the

policy of excluding ¢ertain expense items for rate fixing purposes. - .

in a general rate case, and also that the ratemaking adjustments. -
under discussion were included in the start-up revenue requirement .
(D. 90-12-116) and are therefore permanently embedded  in-Pacific’s
rates. ‘ PR L P R
We agree with Pacific that there”isVnonneedwfor«a-hearingm:
to make this decision on ratemaking adjustments. This monitoring
decision is merely an implementation decision stemming from :
D.89-10~031. In that decision, we changed from a system involving -
general rate cases to one involving price caps with an indexing -
mechanism and sharcable earnings incentives. In moving away from
general rate cases, we left behind the old system of accounting for
ratemaking adjustments. Because the record was not c¢lear.on which
ratemaking adjustments should be retained under the new system, we -
called for 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 adjustments. ..
F. ZXaciff Imputation ' - ‘ LT
DRA, Pacific, GTEC, and AT&T commented that there are
currently no formal imputation rules in place for the LECs’
services, that such rules £or many of the LECs’ . services will be -
addressed in the implementation rate design (IRD).proceeding, and
that the recuirement to file tariff imputation-reports~shouldfnot -
be imposed at this time. AT&T, however, 'suggests that the &
Commission should set forth ‘an unambigquous requxrement Lor: Pacxflc
and GTEC to file such reports for scrvices once imputation
requirements for those services have been adopted.
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MCI disagrees with this interpretation, arguing that the
Phase II order enacted the principles of -unbundling, imputation,
and nondiscriminatory access to serve-as safeguards to prevent .
abuses of the new pricing freedoms granted in Phase II,. and
directed CACD to develop the necessary. reports to aohiovo thoue
goals. MCI further maintains that AT&T and BAT,demonstr;tod“;n\the
workshops a practical method for the preparation of imputation
xeports. . ‘ [ S A
We agree that imputation rules are not defined clearly.
enough to require the filing of tariff imputation reports at this
time. Therefore, tarxiff imputation rules will be addressed in the
IRD proceeding, and annual reports by. the LECs will be required
beginning the year -after imputation rules are adopted in that .
proceoding. - ‘

: Many parties commented on.the PD's‘coot track;ng

proposals. GTEC states that the Commission should not dlctate the |

methodologies to be used by the companies in prepar;ng their. .=
Phase III cost studies, since a decision so dictating methods-at
this date would significantly delay the completlonwoftlgb,. thle
BAT does not advocate such a decision by the Commission .at this
point either, BAT replies to this comment by urging the cOmmass;on

to reject any presumption that GTEC’s cost study. methodology is . not .

subject to revision if parties or the Commission find, in.

Phase III/IRD proceedings, methodological flaws serious enough to.

require the cost studies to be modified. or rerun. —_— .
* Both arguments have merit, and we will nced to. tako‘

evidence to resolve this issue. Accordingly, the. approprzateness

of the cost study methodologies employed by the LECs w;ll be
decided in Phase IXX, and will-not be finally adopted in thls

decision.
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DRA’S U ¢ Monitori R
Only DRA submitted comments on the proposed decision’s.
requirement that, as part of the 1992 NRF review, - DRA descrzbe how
it uses each monitoring report. In examining Appcndlces A and B to |
this decision, which list the reports recommended for contlnuatlon
for Pacific and GIEC, we make the following observatxons.v‘ _

Of the 153 reports Pacific and GTEC provide to var;ou' o
divisions of this Commission, only 35 appear to be prov;ded to DRA |
alone. Sixty=-seven reports are apparently submltted to, CACD alone,ﬂ
and 36 arc provided to both CACD and DRA, or to CACD DRA and
other CPUC divisions. The total number of reports wh;ch DRA
receives approximates 71, while the total number CACD recelves is
about 104. In addition, some reports. are received by the Execut;ve |
Division, by the Safety Division, by the Office of the Publxc
Advisor, by the Consumer Affairs Branch, or by a combxnatmon of
these.

-~ Further, of the 35 reports which only DRA reccmveg, 13
appear to be produced by an ent;ty other than Pac;flc ox GTEC ,
(Bellcore, Pacific Telesis), or.are standard Lnstructmon.manuals.i
An additional 4 reports are provided.to DRA only artcr a specific
event occurs (a service failure), or upon request as the'report 15 )
updated. With these exceptions, then, DRA will continue to receive
just 18 monthly, quarterly, or annual monitoring reports which
appear from the descriptions in Appendices A and B‘tq‘be'prepdred
specifically for DRA. | | T

-Based on this examxnatmon we wlll not requmre DRA
formally to describe its use of each. monitoring report.“ Such a
process would unfairly require the staff of this CQmmlesmon to
explain why it is performing the regulatory runctzon 1t must o
perform. Further, were we to require DRA to justlfy the rcports 1tl
receives, we also would have to ask other dxv;s;ons to justlfy the
reports they receive, and we would have to ask the utllztzes to
explain why they should not provide these reports. Th1 would be'd:
unduly burdensome on all parties. Instead, we will requlre CACD to
develop an assessment of who prepares each meonitoring report and
what purpose each report serxrves. In the assessment we will require
that CACD recommend which monitoring reports, if any, should be
eliminated. We have revised the order accordingly.

- 66a -
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inds ¢ Pact etk L N T
1. In D.89-10-031 the Commission adopted a new’'regulatory:.:

framework (NRF) 1mp1ement1ng lncentmve-based regulatmon foxr  Pacific:’
and GTEC. , : : / . G e -
2. D.89-10-031 found that”adopting*incentive;based'\
regulation warranted additional monitoring of Pacific and GTEC.

3. CACD held workshops to review Pacific’s and GTEC’'s
current reportlng requirements and to recommend approprzate
modifications for NRF. C ' o R

4. CACD held three workshops and guosequently issued' three
reports, respectlvely, in 1990. » :

5. All interested partics wore given the opportunmty +to file
comments on each workshop as well as comnents and repiy comments on
the three CACD workshop wreports. ~ = - - - 0w s

6. Work hop reports, in concert with parties’ comments
fulfill our expectat;ons for a workshop product. ' Together the
reports and the comments define the major issues, discuss the -
parties’ views, and offer recommendations for our adoption. -

7. CACD is responsible ror adm;nxsterzng the monitoring. .
programn. L R ST
8. It is reasonable and necessary for the LECs and: DRA to
contact CACD to attempt informal resolution of monitoring issues.
that come to their attention before filing formal petitions. .

9. D.89=-10-031 expressed the expectation: that DRA would .
closely monitor the NRF and investigate any arecas of concexrn 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 reflect;ng the flow o: ‘cost data from and to the:
financial statements are needed. - s i e

1l. In calculating serv1ce-spec1fzc ‘costs Pacific and GTEC .
can follow the FCC Part-64 cost-attribution hierarchy.. Where.va
Part-64 procedures call for tariff imputation and plant allocations,
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based on forecasted usage, these requirements .can.be onitted from
costing submittals for Categories I :and II 'sexrvices. . - o, .. |

12. Consistency in cost tracking is. important. - Consistency
is not always attainable. Where it is not attainable, or where .
scts of data are inconsistent because of .change, it -is-xeasonable
for Pacific and GTEC to follow the GAAP requirement. for disclosure
of the d;fferences and the e¢ffect of those differences. . :

13. The Commission expects not only disclosure of dxfferences
from Pacific and GTEC but clear explanations of the reasons for any
differences resulting from differing costlng methodologies,. as-
well. L o s
14. General consistency in cost-trackzng procedures between
Pacific and GTEC is desmrable. : T RS :

15. The monitoring program generally ‘and the serv1ce-spec1£1c
cost-tracking system specmfically can: be: adapted and mod;txed as
the requirements of the new framework become evident.”

16. Cost tracking is a requzrement ‘inposed on- Pacific and
GTEC for the benefit of staff whosc responsibillty it is to monitor
sexvice-specific profitability ‘and for cross—subsxd;es or. .
anticompetitive behavior. B

17. Uniform oost—tracking standards for both LECs can be
followed without producing totally consistent or conmparable results
at the serv1ce-spec1f1c level. Greater- comparabllxty oan be
expected at greater cost aggregatxon.. o

18. Adherence to regulatory goals, as vell as oohsistency, is
a recasonable standard to strive for in the development of sexrvice-
SpeCIflc cost—traok;ng procedures and requirements. ‘Changes “in -
cost-trackang requirements can be accompl;shed on a case-by-case
basis giving consxderat;on both to cons;stency and to- regulatory
goals. A e

19. It 15 reasonable tor scrv1ce-spec1!ic cost trackmng to
begin with 1990 operatlons rather than 1989. RO T
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20.. It is .reasonable to require Pacific.and GIEC to maintain ...

and file cost allocation manuals that xreflect-cost allocation . ..
requirements of this Commission, and file advice letters.to the -
Commission for approval of any changes for intrastate purposes in
their federal cost allocation manuvals.. S

21. The Workshop I accoxrd ‘regarding the sequence zor
separating LEC operations is reasonable. . .

22.  The list ¢of telecommunications services for cost trackxng
is subject to change as conditions in the industry and the market
place change. - ST o : S,

23. DRA developed six themes as a bas;s for determ;nlng a
list of such services: Y

a. Development of the lxst should~t1e to
prev;ous cOmm;ss;on decxs;ons.

Xt should recognize that spec;al mon;tor;ng1
can be undertaken as needed.”

It should: recognzze the: limitations on. the_,e
Commission’s resources..

It should keep reporting as sxmple as
possible.

It should recognize that. other proceed;ngs :5
. can acqulre data as needed.

It should recognize that monltorrng ls e
retrospective and provides benchmarks ror .
policy, not for reflned analys;s.-

* 24. The billed llne mtem crlterlon proposed by DRA zs a
reasonable general gu;delrne in the development of serv;ces wh;ch
are to be tracked. e

'25. The lists of servrceo developed by DRA for the respectlvef
LECs reasonably approximate the billed line items. a

26. It is unreasconable to 1mpose sanct;ons on GTEC for being
unable to collect data at a. greater dlsagqregatlon than DRA had
proposed as recently as December of 1989.
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27. It is reasonable for .GTEC to. trackm1990,costs‘atnthem_
level of aggregation recommended by .CACD.  « - o w0 s s

28. The workshop recommended policy that the LECs. track costsmx
contemporaneously and update allocation measurements no.less than
annually (unless more frequent measurements are regquired-by staff)
is reasonable. ' o s : - :

29. In the appendices of its Monztorlng wOrkshop II Report
CACD recommended reporting regquirements to fulfill cach of the
seven monitoring goals set forth in D.89-10-031. ‘

30. CACD is required to report to the Commission: before 1992
on the impact of the NRF. A L e

31. Pacific and GTEC are. currently requlred to submlt szm;lar
Results of Operation (R.O. ) Reports  in rate case proceedings and at -
other times. . . R : :

32. There is no basis for- reduc;ng Pacifxc’ and-GTEC's,R.o.-A
reporting requirements beyond CACD’s recommendations: in -its
Monitoring Workshop II Report.. L e :

33. It is necessary to develop the most eff;cxent means<for :
CACD to monitor the LEC reporting roquirements. R

34. The designation of utility material -as: proprzetary, and-
access to such information, is primarily a legal issue.

35. X.90-02-047 allows access to information by thixd
parties. This access clearly applies to access to, at minimum,. .
nonproprietary monitoring information and to proprietary monitoring
information as well, so long as an appropriate protective -agreement.
has kheen executed. G e

36. Currently, access to Pacific and/or GTEC’s. proprzetary
information, particularly by third parties, may be accomplished by .
signing a nondisclosure agreement, and only if refused, may,be
requested by filing a Motion .to Compel Production. L

37. The LECs may have certain monitoring information: whlch is.
highly proprictary and which could causo thom competitive harxrm if
disclosed to certain third parties.
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38. Except as discussed:and qualified -in the narrative of:
this order, the reporting requirements recommended by CACD- in its -
workshop II Report are undisputed. e - & -

'39. Major service interruptions.can be reported monthly by
Pacific and GTEC. oo oo R S

40. Pacific can make information about quallty merovement
and cost reduction programs-available both on an annual basis and
upon request. : AR R .

41. GTEC can provide information:-about quallty 1mprovement
and cost reduction programs upon request: and can provide an
appropriate level of monitoring. : : C e

42. Pacific and GTEC can, in cooperatlon wlth DRA, conduct
studies of telephone service affordability..

43. A two-ycar sunset clause for tracking requlrements zor
new services as recommended by Pacific is reasonable.

44. Pacific and GTEC can provide monitoring information that .
will break out investment for fiber between feeder and distribution.

facilities.

45. It is appropriate to monitor :xber progects in, general to-.

provide a basis to track modernization of the network in the -
future. . . T
46. GTEC can provide Capital Budget Summary information in
its own format. Co : SRR L S

47. GTEC’s proposed 1ntero££xce facdlltles report is not
identical to Pacific’s, but includes essentially the same. -
information. ' e ey

48. Pacific can provide monthly settlement data, reported
quarterly, including specific data perta;n;ng ‘to all-LECs-in the
state including GTEC. L C e RS

49. Pacific and GTEC need not ' be: concerned, for;thep:ime S

being, with reporting dataon other providers’ market share nor
with data they camnnot isolate, including. as. an example the.. .
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zntrastate portion of information-access:services..that Pacific’:
cites. T ‘ : B, o T EET O N B TR P R
50. Market share data reports*can:befprovidedﬁannually;wat¢w»

the time £ilings regarding Categories II and IIX services are.. . .. -

presented, and when recategorization of services: is.propesed... .

51. Cost-tracking reports can be submitted quartexly by the
end of the quarter following the reporting period, with annual
true-ups by the end of the first quarter of the following year.

-52. Annual tariff imputation: reports are. appropr;ate when-
inmputation rules are defined. - : ' - RN

53. At the time of the implementation of the NRF, GTEC . was. .
making nine ratemaking adjustments to. its financial results of.
operations calculations, whereas Pacific was making six.: ‘

54. None of these ratemaking adjustments was. ;mposed dueto. ...
penalties against the companies. P P

55. CACD recomnends that depreciable assets that were
disallowed by this Commission prior to the inception of the NRF be
retained as ratemaking adjustments . in LECs’ sharable earnings -
calculations. TR,

56. Three of GTEC’s ratemaking adjustments and one-of
Pacific’s were due to depreciable assets that were prevmously‘“ :
disallowed fox ratemaking purposes. ' T e e

87." 'GTEC’s CentraNet capital .investment, although £all;nq
within the depreciable asset criteria for disallowance recommended
by CACD, was previously disallowed only because it .was not in -
service (not used and useful). It is now in service. .uo.....,

58. The uniform system of accounts for telecommunications
carriers under the jurisdiction of this Commission requires that
expenses of antitrust actions not be iIncluded in.operating: expense .
until the LEC is successful in its defense against allegations. .

59. Workshop participants agreed on a reasonable format that -

LECs may follow in filing their annual sharable earnings
calculations.
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60. CACD recommends: the following:definition of. earnings-for:.. .
the sharable earnings calculation: Earnings of the respective LEC- -
(recorded in- accordance with.the FCC-Part 32. uniform system of:.
accounts as modified by this Commission), less its interstate..
operations (separated by Part 36 procedures), less.earnings from - . -
Category IIX services (allocated by Part 64 procedures). .- -

61. The rate base compenent to be included in..future earnings -
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. - .
below-the-line services are to be excluded). . L

62. CACD recommends that future. ratemak;ng adjustments
(imposed as penalties oxr disallowances) be  implemented through an .
adjustment to the 2 factor. .. - . - L e :

1. The plan for monitoring LECs’ accomplishment of.and .
adherence to goals and regquirements under. our NRF. should-.be.. . ,
dynanic, flexible and adaptable as the requlatory needs under the .
NRF become evident. n L e

2. CACD is responsible for administering the~mon;tor1ng
program; accordingly, it should receive all related correspondence -
and monitering reports, and should be .responsible for LEC o
compliance with the spirit and -intent of :the monitoring program.

3. CACD should maintain the necessary dialogue with the LECs,
and other interested parties regarding any required modifications
to the monitoring program and for Xeeping us appr;sed of . '
developnents with the monitoring program. . :

. 4. Prior to f£iling formal petitions to-modxfy the NRF RN
monitoring program with us, LECs and -the.DRA . should contact CACD in .
a good faith - effort to resolve mnformally issues-that come to -their
attention. -~ - P e N T :
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5. DRA should continue to monitor.:the NRF:. from: the
standpoint of ratepayer well-being and to. investigate matters:. that
it perceives harmful to any customer group or class. . L.~ y

6. LECs should reconcile the sum of their costs- tracked to
the companies’ financial statements: and:should provide clear, .-
concise and up-to-date charxts reflecting the flow. of-rcost-data to: . .
and !rom the statements. : B S et

- In calculating costs of serxvices: to be:tracked,. the. LECs‘wn
shouldvfollow the FCC Part 64 cost attribution hierarchy. for-all -
services but, for Categories I and II services, omit the.Part 64
requirements for tariff imputation and the three~year plant
forecasts until such time as the propriety of applying these- latter .
procedures to these services can be determined. . SR u

8. Where inconsistencies exist between costs determined for
sexvices tracked in Phase II of these proceedings and costed.in - - -
Phase IIX, LECs should disclose the differences and their effect.

9. The cost-tracking systems of Pacific and GTEC should
accommodate the needs of the staff. I R

10. The LECs, together with CACD,. should strive: for reportlng
consistency (as between companies) but- should recognize that . .-
consistency in every respect will not always be attainable.- .

‘11.  As noted and qualified: in ‘Conclusion of Law.7, above,-
services in all three categories should be costed following the -
Part 64 cost attribution hierarchy. -"However, as-the. service=- '
specific cost-tracking program evolves and develops, modifications -
should be analyzed on a case~by=case basis, giving.consideration to
regulatory objectxves under the new.framework as well.as to Part 64
mandates. ' R I R T U SR

‘12. LECs should begin tracking*1990?servicefspecifiC¢costs,4¢d

13. LECs should compile and file California.cost allocation: -
manuals reflecting cost allocation regquirements 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 applymng FCC, Parts

64 and 36-should be adopted. - .~ e s merom o Se e me T
15. LECs should retain records so that costs of services.can -

be jurisdictionally separated. N : wr :

16.. DRA’s six themes: for. evolvzng a llst of whmch«serv;ces
costS-should be tracked: are reasonable and should be adopted. -

17. The lists cf services developed by DRA, for the,
respective LECS,. reasonably approximate the “billed line item”:
criterion and, with the exception noted in Cenclusion-of Law. 18,
should be the boginning list of sexvices tracked. Lt

18. GTEC should track its 1990 cests to the level. or -
disaggregation recommended for initial tracking by, CACD. -

19. GTEC should proceed immediately to -collect: the data.
necessarxy to track 1991 costs to . the greaterxr: d;saggregatxon
recommended by DRA. '

- 20. GTEC should not be subjocted to sanctlons ror 1t° s
inability to track 1990 costs to the greater d;saggregat;on
recommended by DRA. Lo T T S PP

21. The policy that LECs should track.cost5~contemporaneously

and should update allocation measurements no less than annually. (or...
more frequently where required by staff) .should be adopted.. . Any ...

such policy should recognize that interim allocations -are .subject

to annual true-ups. X : o - R T
22 CACD’s Workshop I Report, with the mod;f;catzons -and

qualifications discussed.in this order, should be adopted.. -

23. GTEC and Pacific should comply with the :ecommendationswﬂ,'

of the Workshop I Report, as modified herein. e
24. Pacific, GTEC, and DRA should discuss rurther

streanlining ¢f reports. CACD should be notified by letter of the

proposed ‘elimination of any report with copies to .all parties of
record. ‘ - ‘ :
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25. Streamlln;ng of reports should be accompl;shed as
drscussod in CACD's Workshop II Report, and as modifiod by this
oxrder. -

26. The streamlining of reporting requ;rements for Pacrrrc RO
and GTEC reduccs the number of reporte to those wh;ch are currcntly
needed for effective rmplementat;on of thc NRF. These needs ,hould
be re-evaluated rn the 1992 review of NRF. ' S

27. CACD as the complrancc arm of the Commr sion, 15 fully
empowered to implement and is authorrzed under PU Code §§ 582 to-
584 to obtarn any lnformatlon, from any utility, at any time and-to
make minor modifications, ac may be neces sary in the reportzng
requirements of the monitoring program from tlme o tlme in’ o
accordance thh the sp;rrt and ;ntent of the NRF oo

28. At the commencement of the 1992 NRF rev;ewy ‘CACD should
produce a written assessment expla;nrng who propares each ' '
monltorrng report the utllztles prov;de to our staff, and'what -
purpose cach of these report serves tor the utrllty ‘and for the
staff. In the assessment, CACD should recommend which ‘reports, if’
any, should be el;mlnated.v CACD should obtain the information it
needs to dcvclop its a,scssment and’ lta 'rocommendation from DRA,
the Executive Division, the Safety Drvms;on, the Public Adv;eor" .
orflce,Athe Consumer Affalrs Sranch, and the utll;t;es. e

29. Parties should have access to all’ nonproprletary
monitoring 1n£ormatzon, as ant;c;pated by I. 90 02~047"

30. Pacific and GTEC may seek a protectlve order” from the
Commission to prccludo third party aceéss to truly proprzetary ‘
information based upon the proposed rule set forth herern. “Parties-
nay respond to these motrons, and the ALJ may take legal argument
or technical evidence at llmmtod hearrngs (1! needed) on" such
motions. All monitoring 1n*ormat1on should be consrdered
nonproprletary if no protect;ve order is 1ssued arter this process.

31. Parties who have signed protectlvo agreements with
Pacific and GTEC should haVe access to all assertedly propr;etary
materials for which no protectrve order is issued by the
Commission.

32. Major service interruptions should be reported monthly by
Pacific and GTEC.
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33. Pac;fxc ,hould make lnrormataon about qualxty merovomcnt

and cost reduction programs ava;lable both on an annual basis and g

upon request.

.34. GTEC ahould provmde 1ntormatlon about qual;ty 1mprovement

and cost reduction. programs upon request and will prov;de an d'
appropriate level of monztorang. ,

35. Pacific and GTEC ahould cooperatlvely wzth DRA, conduct
a study of telephone service affordabll;ty, and allow DRA to C
- participate if it so des;res. )

36. There should be a two-year »unset clause for tracklng
requ;rements for new services. ’

37. Pacific and GTEC should provxde monmtorxng 1nformat1on -

that will break out lnvestment tor frber between feeder and c
distribution facllltzes. o ”

38. Because of its llmlted value under the lncentlve ’
regulatory framework, Pacific and GTEC should not be requzred to
break out network interoffice and d;strxbutaon facmlatxcs by wxrc
center. .

39. F;ber projects should be accounted for and monltored
generally to provade a basis to monxtor modernlzatlon or thc ‘
network for the future. .

40. GTEC, should prov;de Capztal Budget Summary Lnformatlon on "
its own recommendcd tormat._

4l1. GTEC’s anterofrlce facmlltaes report need not be
identical to. Pacafxc's, but should ;nclude essent;ally the same
information. _ R

42. Pacmt;c should prov;de monthly settlement data, reported

quarterly, including settlement payments to all LECs in the” state."

43. The DRA pos;tlon Wlth regard to reports detalllng market
share and other relevant market power data for servaces 1n
Categories II and IIX should be adopted. LECa should not’ be
required to report market share data ot other provzders in &

market, nor should they bc requlred to provzde data they cannot
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isolate. Market data reports should be provided annually.and-with: ..

filings regarding Categories 'IX and IIL- ‘sexvices; and:when:service .-
recategorlzatlons are proposed. - SRR e ,

'44. Pacific and GTEC should provide cost—track;ng reports Coen
quarterly, by the- end of the first quarter following the: reporting -
period, with annual true-ups due by the end of the first . quarter
following year end. Tracking reports’ should.be reported at: the - -
same level of disaggregation at which they are tracked. L

4%. When imputation rules are defined, LECs should prov;ae
tariff imputatiocn reports annually as recommended by CACD: and: .
described in its Workshop II Report. -

46. Pacific and GTEC each should: submit a report. deta;lzng
the number and type of complaints flled agalnst it by competitor*
nonthly with annual summaries. I

47. 'CACD’s Workshop II Report, with the. modlflcatlons and
qualifications discussed in this ordar, should be -adopted..-

48. Except as noted in Conclusion of Law 49, depreciable
assets cited by CACD in its Workshop IXI Report.as having:-been
previously ‘disallowed by this Commission should: be removed ;from
LECs’ sharable earnings filings. Depreciation or amortization
expenses of the asset along with the associated tax effects should
also be disallowed for purposes of calculating sharable earnings.

49. GTEC’s investment in CentraNet, although falling within
CACD’s quidelines for disallowance, ‘should nevertheless be allowed
in caleculating sharable earnings. - R i o T

50. Tt is unreasonable for Pacific or GIEC to. protlt !rom
illegal activities of any nature; such expenditures: in unlawful
activities should always be dlscounted from ratemaXing, or earnings. .
calculations. e o e

51. LECs should continue accounting for expenses assoc;ated
with antitrust actions in. accordance with the current policy of
this Commission, as spec1f1ed~xn D. 86-01-026, Whlch.ls to account
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for such expenses below the line until such,time,esﬂtpeﬂqu‘iguusﬁ:P
found innecent of .anticompetitive behavier. . . . - . . . “— -

52. Other than noted in Conclusion of Law 48 or.as may., be
determined in the future by this Commission, ratemak;ng adgustments
are inappropriate in sharable earnings calculations.. .

53. The form agreed upon by workshop partlc;pantv should bc ‘1
adopted for annual sharable earnings-filings. until modmf;ed .
informally by CACD or formally by this Commission.. .

54. The definition of earnings for use in the. annual earn;ngs
calculations recommended by the CACD Workshop III Report should be
adopted. o P T
%55. The rate bhase compononts_(oxclusiva-or\belowepnorliﬁo '
sexvices) and procedures recommended by CACD,for_useiinrthe,annual_
earnings calculations should be adopted.. - o ‘LA' : .

56.- Future penalties imposed on LECs should be 1mplemented on’
a case-by-case basis as partzcularwclrcums:anoef.are brought.to our
attention by the parties. : I ”

57. CACD’s Workshop IIX Roport, wmthAthe modzfzcat;ons and
qualifications discussed in this oxder, should be,aQopteq.H;:7

. .

IT XS ORDERED that* DRV

1. The program for monitoring. the provxsmon and development .

of telecommunications services under .our. new regulatory tramework )
' (NRF) ror GTE-Callrornla, Incorporated (GTEC) . and Pac;flc Bell

Compliance Division’s: (CACD) three workshop reporto and further .
refined in this order is adopted with the following guzdellnes.

a. The plan for monitoring the local exchange .
companies’ (LEC) accomplishment of and o
adherence to goals and requirements under
our NRF shall be dynamxc,_flexmble, and
adaptable as the changing regulatory needs
become evident.
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CACD shall be responsible for -administering
the meonitoring program. Accordingly, all
monitoring reports and related
correspondence should ‘be forwarded to the
CACD LEC Monitoring -Coordinator. S

CACD shall also be responsible for the .
LECs’ compliance with the spirit and intent
of the monitoring program. Therefore, CACD
should maintain an ongoing dialogue with
the LECs and other interested parties
regarding any required modifications to the
monitoring program and for Keeping the
Commission informed of new developments in
the program. Co oo

Prior to filing formal petitions with us,
LECs and DRA shall first contact CACD in'a
good faith effort to resolve informally any
monitoring issues that come to their :
attention. ' ‘ ‘ I

Division of Ratepayers Advocates (DRA)
shall continue to monitor the NRF from: the
standpoint of ratepayer well-being. and to
investigate matters that it perceives
harnful to any customer group Or class.

2. The service-specific cost-tracking program-developed in
CACD’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 Pacirié_subjcct tpﬁtne following
provisions:

A.

The LECs*shallﬁreconciie the”sum:or,tﬁéir

- costs tracked. to the companies’” financial

statements and provide clear, concise, and
up~to-date charts reflecting the flow of
cost data to and from the statements.

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 IIX
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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- procedures to these services ¢can be -
determined. . .. R AT . .

However, as the servxce-specxzxc cost—
tracking program evolves and develops,
modifications must be analyzed on a case-
by-case basis, giving consideration to
regulatory objectives under the new -
framework as well as to Part 64 mandates.

The LECs, together with CACD, shall strive
for reporting consistency (as between
companies) but should recognize that.
consistency in every respect will not
always be attainable.

Where inconsistencies- exist between costs
determined for serxvices tracked in Phase IIX
of these proceedings and costed in

Phase IIX, LECs shall disclose the
differences and their effect.

The workshop accoxrd on-the secuence of
applying FCC. Parts 64 and 36 shall be
;ncorporated. _ ‘ S -

LECs shall retain records so-that the
jurisdictional separation of costs of
nonregulated services under the
jurisdiction of this Comm1551on can be
simulated.

LECs shall begln track;ng 1990 servxce— | )
specific costs. o

LECs shall maintain California cost
allocation manuals that reflect cost :
allocation requirements of this Commission,
and shall file advice letters for any
proposed revisions for intrastate purposes
in their federal cost allocation manuals.

DRA’s six recommended themes for eveolving a
list of which services costs should be
tracked are to be lncorporated 1n the
monitoring program.

The lists of services developed by ‘DRA, for
the respective LECs, which approx;mato”:he
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”billedflipe-item”“critériai*are'toube:used.;
as the begxnning*;istwqrﬁservices tracked.

GTEC may track its‘1990¥co$ts to the Ievél
of disaggregation recommended for initial
tracking by CACD. S I

GTEC shall proceed immediately to collect
the data necessary to track 1991 costs to
the greater disaggregation recommended by
DRA.

GTEC will not be subjected“tb saﬁctiéné-for'
its inability to track 1990 costs to the .
greater disaggregation recommended by DRA.

The policy that LECs should track costs
contemporaneously and should update
allocation measurements annually (ox 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‘y in CACD’s

Workshop II Report with the modifications described in this order,
as set forth below, are adopted:

a. Major service interruptionS-shall be
reported monthly by Pacific and GTEC.

b. Pacific shall make information about
quality improvement and cost reduction
programs available beth en an annual bacis
and upon request.

GTEC shall provide information about
quality improvement and cost reduction
programs upon regquest and will maintain an
appropriate level of monitoring. '

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

There will be a two-year sunset clause for
tracking requirements for new services.
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Pacifi¢ and GTEC shall maintain and provide

.mon;torlng information that will. break out

investment for fiber between reeder and
dlstrlbutxon facmlltles.;'

Because of its l;m;ted value under the
incentive regqulatory framework, Pacific and
GTEC will not be required to break out
network interoffice and distribution
facilities by wire center.

Fiber projects shall be accounted for and
monitored generally to provzde a basis for
tracking the modernization of the telephone
network in the future. ‘

GTEC nmay prov;dc Capital Budget Summary
lnformatlon on its own format. .

GTEC’s lnterofflce fac;lltles.report need
not be identical to Pacific’s, but must.
include essentially the same information.

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

The DRA position with regard to reports
detailing market share and other relevant
market power data for services in ‘
Categories IX and IXI 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
cannot isolate. Market data reports will
be provided annually, with £ilings
regarding Categories II and III services,
and when recategorlzatlon of sexvices ls
requested.

LECs shall provxde tar;ff imputation
reports annually as recommended by CACD and -
described in its Workshop IX Report,
beginning the first year after 1mputatlon
rules are defined.

Pacific and GTEC shall each submit a report
detailing the number and type of complaints

- 83..=
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.
1

filed against it by competitors monthly:
with annual summaries.. - . I ¢ LT
Except as noted-in Conclusion. of Law:49,
depreciable assets cited by CACD in its
Workshop III Report as-having been L
previously disallowed by this commission
shall be removed. from LECS’ sharable - .-
carnings fillings. Depreciation ox o
amortization expenses of such asscts along
with the associated-tax effects should also:
pe disallowed for purposes of calculating
sharable earnings. S o co

GTEC’s investment in CentraNet, .although
falling within CACD’s guidelines for
disalléewance, may nevertheless: be allowed
in calculating sharable earnings.

It is unreasonable: for Pacific or GTEC to:
profit from illegal activities.of any
nature; such expenditures in unlawful
activities must always be deleted from:
ratemaking or earnings calculations.

LECs shall continue accounting for expenses
associated with antitrust actions in .
accordance with the current policy of this
Commission, which is to account for such
expenses below the line until such time as
the LEC is found innocent of
anticompetitive behavior. -

Except as noted in Con¢lusion of Law 48 or
as may be determined in-the future by this
Commission, ratemaking adjustments are
inappropriate in sharable earnings
calculations. Lo

The form agreed upon by workshop e
participants'is‘adopted-ror-annual-sharable A
earnings filings until modified informally.
by CACD or formally this Commission. a

The definition of earnings for use in the
annual earnings calculations’ is that Ce
recommended by the CACD- Workshop IXX - -
Report. . o e
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The rate base components and procedures:

(excluding below-the~line. ‘services): .

recomnended by CACD shall be used in the
annual earnxngs calcuIatlons.

Future penaltles 1mposed on LECs wmll be
implemented pursuant to: determinations in
further orders of this Commission as -
individual c1rcumftances d;ctatc.
4. Two coples of each monxtorzng report shall be sent to the
CACD LEC Monitoring Coordinator and two coples shall also be sent
to the Director of DRA.
5. CACD and the LECs shall cont;nue wmth erforts to"
streanline reporting requlrements., : SO
6. GACD shall produce, at the commencement of the 1992 NRF
review, a written assessment. explamnlng who.- prepares each

monitoring repoxt the ut;l;tles provzde to our stafr, and what
purpose each of these reports serves. for the utlllty and for the
staff. CACD’s assessment shall recommend which monztormng reports,
if any, should be eliminated.: DRA, the. Executive Division, the

Safety Division, ‘the Office of the Publlc Advm or, ‘the Consumer
Affairs Branch, and the utilities: shall" provxde to:CACD the
information it nceds to devclop its a*scs mcnt and recommendat;on.

7. Pacific and GTEC shall work with CACD to- develop the
hardware and software necessary‘to.oreate}e_dxrecthoomputer link
with CACD. Pacific and GTEC may recover their nonreourring cos
of setting up this computer lznk‘through a'z facter adjustment.
This computer link will be accessed only by CACD.and DRA.

8. Within 60 days aftex the effective date of this order,
Pacific and GTEC may file motions: for protectlve orders, along with
their respective monitoring reports, seekzng to preclude access to
highly restricted proprletary information. Xf necess ary, the
assigned administrative law Judge w;ll schedule a hearlng to take
further oral argument or test;mony'on.tne motzons, after having
reviewed all timely filed responses thereto. All mon;tormng




information shall be considered nonproprietary if no protective
order is issued after this hearing process.

9. CACD is herxeby directed to place one copy of each of the
threc workshop reports, together with any and all opening and reply
comments received relative to each of the reports, in the formal
file of this proceeding (I.87-11-033).

10. GTEC and Pacific shall file their respective annual
sharable earnings caleulations 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.

PATRICIA M. ECKERT
President
G. MITCHELL WILK
JOHN B. OHANIAN
‘DANIEL Wm. FESSLER
NORMAN D. SHUMWAY
Commissioners

| CERTIFY THAT. THIS, DECISION
WAS APPROVED.BY~THE ABOVE
COMMISSIONERS TODAY.
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() SECTION I.a.
REPORTS RECOMMENDED FOR CONTINUATION
PACIFIC BELL

CURRENT CPUC
REPQORT TITLE FREQUENCY RECIPIENT

1. G.0. 133-A TELEPHONE SERVICE QUARTERLY DRA
MEASURES

This report provides uniform standards of serxvice for the
installation, maintenance, and quality of telephone service.

2. G.0. 152 - SERVICE MEASURES QUARTERLY CACD, DRA
PRIVATE LINE ALARM

This report provides uniform standards for the installation,
maintenance, and operation of private line alarm services.

3. MAJOR SERVICE INTERRUPTION REPORT AFYER DRA
OCCURRENCE

This report on quality of service provides data of a major service
interxruption.

4. MONTHELY APPEALS RESULTS SUMMARY MONTHLY CACD
(MARS REPORT)

The MARS report is actually three separxate reports:

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.

5. ?ORPO?sz-ACCESS LINE REPORT MONTHLY CACD, DRA

This report provides in-services, inward and outward movement. Ch&hge
(in/out), and gain of access lines by market segment.

6. MR #23 -~ PRODUCTIVITY MONTHLY DRA
MEASUREMENT
(Employee Force Counts)

This report provides regulaxr, temporary, full-time, part-time,
salaried, and non-salaried employee force levels, and also contains
details regarding employee wages and number of employees.
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7. DIRECTORY ASSISTANCE, CALL VOLUME MONTHLY DRA
(includes appendix)

This report provides monthly call volumes for directory assistance.

8. ZUM TRACKING REPORT ANNUALLY CACD, DRA

This report provides information which aids Commisgsion staff in
calcuiéting the number of messages per specific cases of access line
growth.

9. BELLCORE CUSTOMIZED WORK ANNUALLY DRA
PROGRAM BINDERS

Bellcore provides centralized research, engineering and other sexrvices
to its owner-clients. The Applied Reseaxch "Work Program" (collection
of projects with a common focus) of the Bellcoxe budget identifies the
majority of the research activity at Bellcore. These binders detail
the Bellcore Work Programs specific to Pacific and show budget
information regarding research, engineexing and other services
provided by Bellcore.

10. BELLCORE PROJECT BUDGET ANNUALLY DRA
FPINAL REVIEW

This report provides the total annual Bellcore project budget.

11. BELLCORE ANNUAL REPORT TO ANNUALLY DRA.
SHAREHOLDERS

Thigs report details billed vs. budgeted information on a project-
specific basis for each woxk program.

12. BELLCORE EXCHANGE, AS AVAILABLE CACD, DRA
BELLCORE INSIGHT
BELLCORE DIGEST

Bellcore publications

13. EMPLOYEE PUBLICATIONS: AS AVAILABLE CACD, DRA
o PACIFIC BELL’S UPDATE
© PACIFIC MAGAZINE
© INSIGEYT
© OTHER RELEVANT TECHNOLOGY
DEVELOPMENT REPORTS

Pacific Bell publications.
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14. CAPITAL BUDGET SUMMARY ANNUALLY CACD, DRA

This report contains a forecast for the current year and 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 duxing Monitoring Workshop II to include an
appendix to Table IIX. The appendix will provide a description of
each project over $1 million for the life of the project listed in
Table III, xationale for undertaking the project and the associated

expense.
15. FR #1 - SUMMARY OF REPORTS MONTHLY CACD, DRA

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 Operxating Expenses, Total Operxating
Taxes, Miscellaneous Income and Deductions, Interest Expense and Net
Income. Sheet 2 is the Balance Sheet information, i.e., Assets,
Liabilities, and Stockholders’ Equity. Sheet 3 contains various
averagos, pexcentages calculations, and statistical data.

SUPPLEMENT A TO FR #1 MONTHLY CACD, DRA

This is a summary of the FR #1 and the MR #1 (Sheets 1 and 2, Income
Statement and Balance Sheet, respectively) which compaxes the two
reports and details the differences.

16. FR #4 - OPERATING REVENUES MONTHLY CACD, DRA

This report details the lowest possible level of all the Operating
Revenue Accounts (5xc: accounts).

17. MA #4 - BILLED & OPERATING MONTHLY CACD, DRA
REVENUES

This xeport depicts billed and operating revenues. Additionally, it
contains current year date organized by market segment, detailing
billed, unbilled & earned (total) revenues.

18. MA #8 - CALL COMPLETIONS MONHTLY CACD, DRA
& NUMBER SERVICES

This report contains Call Completion and Number Services Expense
Accounts 6532, 6621, 6622, and 6623 which are detailed at the lowest
possible level.

19. MA #9 ~ EXCHANGE/INTEREXCHANGE MONTHLY DRA

This report details Message Telecommunications Service messages. The
primary user of this report is the Separations organization.
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20. MA #16 - DEPRECIATION RESERVE MONTHLY CACD, DRA

This report details Depreciation Reserve, Account 3100, by lowest
level sub-accounts. Included on the report are accruals, gross
salvage, retirements, cost of removal, other debits and credits,
coxrresponding plant balances, and reosorxve to plant percentages, as
well as beginning and ending balances.

21. MR #21 - CONSTRUCTION MONTHLY CACD, DRA
EXPENDITURES RETIREMENT

This report contains actual construction expenditures by major
account, specific estimates, routine estimates, revised material and
plant retirements.

22. SN 1060 - CUSTOMER OPERATIONS MONTHLY DRA
EXPENSE

This report details Customer Operations Expense Accounts 6611, 6612,
6613, 6623, and 6722.

23. A 4556 - REVENUES, EXPENSES, MONTHLY DRA
AND NET PLANT AND WORKING CAPITAL

This report contains selected portions of revenue, expense,
net plant and working capital.

24. COMPENSATION - G.0. 77-K ANNUALLY CACD

G.0. 77-K requires that Pacific Bell furnish the CPUC with an annual
report which depicts the names, titles, and duties of all employees
who receive compensation at the rate of $75,000 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. ANNDAL REPORT, FORM M ANNUALLY CACD, DRA
GOO- 104-&

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 d¢ not operate
telephone exchanges but operate to overseas points or in the maritime
radio service and have annual reporting revenues in excess of $50,000.
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26. 10-X REPORT (SECURITIES & EXCHANGE ANNUALLY CACD
o COMMISSION)

This is an annual report regquired to be filed with the SEC pursuant to
Section 13 or 15(d) of the Securities Exchange Act of 1934.

10=XK contains the f£following information:

1. Report of Management

2. Report of Independent Accountants

3. Income Statement

4. Balance Sheet

5. Management discussion and analysis of results of operations.

27. 10-Q REPORT (SECURITIES & EXCHANGE QUARTERLY CACD
COMMISSYON REPORT)

This is a quarterly report required to be filed with the SEC pursuant
to Section 13 and 15(d) of the Securities Exchange Act.

28. ANNUAL REPORT TO SHAREHOLDERS ANNUALLY CACD

This report is distributed to shareholders and is public information.
This is now divided into two parts:
1. Summary Annual Report
2. Proxy Statement/notice of Annual Meeting and Consolidated
Financial Statements.

29. BELLCORE FINANCIAL REPORTS QUARTERLY DRA
(FB 2, ¥B 3, FB 5)

FB 2 is a Statement of Income, FB 3 is a Balance Sheet, and FB 5 is a
Force Summaxy Report.

30. BELLCORE FINANCIAL REPORT (PR 8) SEMX-ANNDALLY DRA

The PR 8 report provides information on project costs by elements
(actual and budget).

31. BELLCORE FINANCIAL REPORT QUARTERLY DRA
(PR 14-1)

The PR l4~]1 report provides information on project costs by categoxy
(actual & budget).

32. INTRASTATE EQUAL ACCESS ANNUALLY CACD, DRA
BALANCING ACCOUNT

This report reflects Pacific’s actual equal access revenues in the
balancing account on a monthly basis.

33. PLANNING OPERATIONS MODEL DATA ANNUALLY DRA
TRANSMITTAL FORM

This form is used to provide updates to the Commission’s
. Telecommunication’s Model Catalog.
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34. TAX AND ACCOUNTING CHANGES WITHIN 90 CACD
(e.g., uses of different methods DAYS OF _
of procedures) RELEASE

This report provides an analysis of tax and accounting changes within
90 days of their release.

35. 800 PRYICE REDUCTION QUARTERLY CACD
This report addresses usage volumes and revenues for 800 services.

36. HIGH CAPACITY DIGITAL SERVICES SEMI-ANNUALLY CACD

This repoxrt shows revenues and expenses and any service complaints.

37. SERVICE AREA 800 SEMI-ANNUALLY DRA

This report provides service-specific revenue, volume, implementation
costs and all other expenses.

38. CUSTOM 800 QUARTERLY CACD

This report tracks the monthly line volumes by marxket segment;
messages and minutes; total revenues, total volumes and revenues.

39. ADVANCED DIGITAXL NETWORK (ADN) SEMI-ANNUALLY CACD

This report provides service=specific revenue, volume and cost
tracking for ADN.

40. 495A -~ FORECAST OF INVESTMENT ANNUALLY DRA
& USAGE REPORT

This report identifies the forecasted joint investment dollar amounts,
forecasted usage, apportionment between regulated and nonregulated
sexvices and actual usage true-ups to the original apportionment as
needed.

41. 495B -~ ACTUAL USE OF INVESTMENT ANNUALLY DRA
REPORT

This report identifies the actual joint investment dollar amounts,
actual usage and apportionment between regulated and nonrequlated
services.

42. FEDERAL COST ALLOCATION MANUAL QUARTERLY DRA
(F-CAM) A

The F-CAM separates total company revenues, costs and investments
between regulated and nonregulated activities.

43. GUIDELINES FOR TRANSFERRING AS JSSUED
ASSETS TO A¥XFILIATES

These guidelines provide the reporting requirements for transferring
an asset to an Affiliate or Subsidiary.
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44. TRANSFER PRICING INSTRUCTIONS UPON REQUEST DRA
- STANDARD INSTURCTIONS (S.I.) 80

Standard instructions for transfer pricing of Pacific Bell services to
an affiliate.

45. TARIFFED TELECOMMUNICATIONS QUARTERLY CACD
TRANSMISSION SERVICES REPORT

This report provides the quartexly 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 AFFILIATE AS REVISED CACD
TRANSACTIONS POLICIES,
PROCEDURES AND REPORTING
REQUIREMENTS

This document explains Pacific Telesis’ policy on transactions between
affiliates and states the guidelines.

47. REQUEST FOR INFORMATION AND UPON REQUEST DRA
SAFEGUARDING PROPRIETARY
INFORMATION - STANDARD INSTRUCTION
(S.X.) 178

Standard instructions on request for information and safeguarding
proprietary information.

48. PACIFIC BELL INTELLECTUAL UPON REQUEST DRA
PROPERTY MANUAL
~ STANDARD INSTRUCTION
(S.X.) 179

Standard instructions for intellectual property procedures.

49. RECORD RETENTION UPON REQUEST DRA
= STANDARD INSTRUCTION
(s.I.) 9

Standard instructions for record retention.

50. NOTIFICATION OF ASSET TRANSFER 30 DAYS
PRIOR TO
OCCURRENCE

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 MOVEMENIS  QUARTERLY DRA

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 ORGANXZATION CHART AS ISSUED CACD, DRA

This chart shows the organization structure for third level and above
by name.

53. PACIFIC TELESIS ORGANIZATION AS ISSUED DRA
CHARTS

This chart provides a listing of Pacific Telesis affiliate and non-
affiliate companies.

54. ANNUAL REPORT ON M/WBE PLAN FOR  ANNUALLY EXECUTIVE
INCREASING M/WBE PROCUREMENT

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.

56 . MULTILINGUAL 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 sexrved by language,
geographic area and type of sexrvice such as repair, billing, and
operator services; a copy of any recommendations made by the Bilingual
Consumer Advisory Council or any succssor group on multilingual
services during the period in question.

57. EMERGEANCY SPANISH LANGUAGE QUARTERLY EXECOTIVE
ASSITANCE BUREAU (ESLAB)

This report measures ESLAB service (percentage of calls answered
within 60 seconds)

58. NON-ENGLISH SPEAKING PERCENTAGE ANNUALLY EXECUTIVE
BY EXCHANGE

This réport is a list of serving areas or exchanges in which there is
a non-English speaking minority comprising 5% or more of the
population as determined by current census data.

59. NUMBER RETENTION SERVICE SEMI-ANNUALLY CACD

This report tracks monthly in-service volumes and recurring and non-
recurring revenues and costs.
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60. BILL INSERTS FOR (AVAILABLE ANNUALLY & CACD, DRA,
TELEPHONE SERVICES) AS ISSUED CONSUMER AFFAIRS
BRANCH, PUBLIC
ADVISOR OFFICE

Copies of inserts for bills detailing specific additions/deletions and
reationale for each customer’s phone service.

61. BILL INSERTS (STATE-WIDE) ANNUALLY & CACD, DRA,
AS ISSCED CONSUMER AFPFAIRS
BRANCH, PUBLIC
ADVISOR OFFICE

Copies of inserts for bills detailing specific additions/deletions and
rationale for each customer’s phone service.

62. BILL INSERTS (DXIRECTORY LISTINGS) RESPONSE CACD, DRA,
CARD EVERY CONSUMER AFFAIRS
3 YEARS AND BRANCH, PUBLIC
NOTICE IN ADVISOR OFFICE
INTERVENING
YEARS

Copies of inserts for bills detailing specific additions/deletions and
rationale for each customer’s phone service regarding directory
listings only.

63. CALIFORNIA 900/976 MONTHLY & CACD
QUARTERLY

The 900 monthly report tracks the revenues and the non-recurring
revenues, adjustments, calls and minutes by LATA, by category. The
900 quarterly report includes blocking, consumer safeguard tracking
and independent company negotiation. The 976 report tracks revenues,
calls ggd adjustments by segment, category and program access lines by
area c¢ode.

64. CALL BONUS 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. CLEARANCE OF INFRACTIONS AS REQUESTED SAFETY DIVISION

This report details specific information regarding an infraction and
date of clearance.

66. CUSTOMER NOTIFICATION LETTER AS ISSUED CACD, DRA
CONSUMER AFYAIRS
BRANCH

All notifications to the customers regarding changes, directory
coverage, etc.
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67. ENHANCED 911 SERVICE TRACKING QUARTERLY CACD

This report includes revenues, volumes and costs for E-911 network
sexrvices and CPE.

68. INTERCOM PLUS: TRACKING REPORT ANNUALLY CACD

This txacking report tracks annually the volumes associated with this
product for 5 years.

69. MEASURED SERVICE IMPLEMENTATION ANNUALLY CACD
PROGRAM

This xeporxt provides the Commission an implementation schedule for the
measured service.

70. NPA CHANGES 6 MONTHS DRA
PRIOR TO
CEANGE

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

This report tracks revenue, volume, expense and investment.

72. AFFILIATE VOUCHER TRANSACTION MONTHLY DRA
DETAIL REPORT

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. TARIFF REVISIONS -- FCC AS XISSUED CACD

Copies of FCC tariff revisions showing basic toll rate plans.

75. TDD 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 RATES BINDER AS ISSUED CACD
A set of standard labor costs for individuals performing the functions

of a specified job description at a specific wage schedule or salary
band.




I1.87-11-033 et al. APPENDIX A
Page 11

77. ARTICLES OF INCORPORATION AS ISSUED CACD

Whenever the Arxticles of Incorporation arxe amended, a copy is filed
with the Commission.

78. BASIC SERVICE ELEMENTS QUARTERLY CACD
(FIRST SIX INITIAL BSEs)

This report provides service-specific revenue, volume and cost
tracking for BSEs associated with Open Netwoxrk Architecture (ONA).

79. BELLCORE FINANCIAL REPORT QUARTERLY DRA
(PR #23)

This report details owner-client project cost by work program.
80. CENTREX INTEGRATED SYSTEMS SEMI-ANNUALLY CACD

This report provides service-specific revenue, volume and cost
tracking for Centrex Integrator System.

81. CONTINUING PROPERTY RECORDS WHEN REVISED CACD

A plan of the method to be used in the compilation of a continuing
property record with respect to each class of property. The plan
includes a list of the property recoxrd units, a narrative statement
describing in detail the content and method of maintenance of all
forms and other records which are designed for use in compiling the
continuing property record.

82. CONTRACTS IN EFFECT/ ANNUALLY CACD
TERMINATED /WITHDRAWN

This report lists all contracts in effect for joint occupancy poles,
undexrground duct space, armed services, Western Union, private mobile
services, directory assistance service agreements, miscellaneous
common carriers, police and fire alarms, miscellaneous, e.g., E=911.

83. COST FACTORS BINDER ANNUALLY CACD

This binder includes cost factors which account for the direct
recurring annual costs incurred by Pacific Bell.

84. VOICE MAIL FINANCIAL TRACKING MONTHLY CACD

This is a financial tracking report which shows service-specific
revenue, expense and investment.

85. DE=TARIFFED PUBLIC PACKET MONTHLY CACD
SWITCHING

This is a financial tracking report which shows service-specific
revenue, expense and investment.




I1.87-11=-033 et al. APPENDIX A
~Page 12

86. TOTAL PUBLIC PACKET SWITCHING MONTHLY CACD

This is a financial tracking repoxrt which shows service-specific
revenue, expense and investment.

87. CALIFORNIA CALL MANAGEMENT MONTHLY CACD

This is a financial tracking report which shows service-specific
revenue, expense and investment.

88. PACIFIC BELL CONNECTION (E-MAIL) MONTHLY CACD

This is a financial tracking report which shows service-specific
revenue, expense and investment.

89. FUNCTIONAL ACCOUNTING/FINANCIAL AS ISSUED DRA
CODE MANUALS

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. :

S0. FCC DAILY DIGEST (FCC NOIES, MONTHLY DRA
OPINIONS, ORDERS, RULINGS AND
ALL PLEADINGS
Report card stating compilations of FCC’s daily activities.
91. PACIFIC BELL ACCCONTS MANUAL QUARTERLY CACD
The accounts manual includes general instructions and account
narratives of Pacific Bell and Nevada Bell’s accounting system, the

chart of accounts and reporting requirements as well as related
information.

92. SALES AGENCY PROGRAM QUARTERLY CACD

This report shows volumes and total sales genexated under the Sales
Agency Program; total sales commission paid and specific sales
commisgsion levels paid to each authorized sales representative.

93. QUARTERLY REPORT (QR) # 2A QUARTERLY DRA

This report details all the changes in Telephone Plant Accounts.
94. SHORT TERM NOTES MONTHLY CACD

This report lists Pacific Bell’s short term debt activity.

95. USOC MANUAL QUARTERLY CACD, DRA

The manual contains the serxvice order codes for Pacific Bell products.
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96. USER FEE QUARTERLY CPUC CASHIER

The User fee is paid quarterly in compliance with Resolution M4727
which authorizes funding ¢f the CPUC from the fees imposed upon each
regulated utility, common carrier and related business,

97. UTILXITY USERS’ TAX ANNUALLY DRA

The Telephone Utility Usexr’s Tax (UUT) is a tax imposed on all persons
using intrastate telephone sexvice. This report is a list of cities
inposing Utility User Taxes.

98. OVERHEAD-UNDERGROUND ANNUALLY & DRA
ELECTRICAL LINE AS REQUESTED

This is a statistics and accident report showing overhead and
undexground 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 sgpecific service.

100.COMMSTAR TRACKING REPORT MONTHLY CACD

This xeport tracks monthly in-service volumes, inward movement,

recurring and non-recuxrxring billing. On an annual basis, Pacific will

provide actual recuxrin? and non=recurring costs plus a description of
a

extraordinary marketing/advertising costs directly assignable to
COMMSTAR or jointly with other products.

101.CUSTOMER SURVEXS AS INITIATED CACD

Customer surveys refer to telephone surveys conducted by Pacific Bell.

102.DIRECT MAIL/DIRECT RESPONSE AS ISSUED CACD, DRA,
CONSUMER AFFAIRS,
BRANCH

This is advertising material Pacific provides to its customers.

103.ACCIDENT REPORTS AS OCCURS SAFETY

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 .ACTUARYIAL REPORTS UPON REQUEST CACD

This repoxt shows the current year’s funding and expense requirements
for the pension plan.
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105.BYPASS (ACCESS) SEMI-ANNUALLY 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.

106.DECISION DATA FPILE MONTHLY CaCp

This repoxt lists the Commission decisions which have been signed the
previous month that have a revenue impact on Pacific Bell

107 .DIRECTORY - WHITE PAGES ANNUALLY CACD
RESCOPING

This is a report to the Commission on Pacific’s progress
in rescoping white pages coverage in its metropolitan area alphabetic
dixectorxies.

108.ESTABLISHMENT AND RE-ESTABLISH- FINANCIAL CACD
MENT OF CREDIT

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

Deposts in accordance with Resolution T-12092 dated 6/17/88.

109 .FORCE MANAGEMENT REPORT MONTHLY DRA

This report shows total employees, additions to the forxce and forxce
deductions.

110.KEY OFFICERS TO WHOM CORRESPONDENCE UPON REQUEST CACD
SHOULD BE ADDRESSED

Information was originally requested in a data request from the
Commigsion 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 CACD
(JANUARY')

This is an annual financial report tracking the expenses and revenues
associated with the List Rental Service. This service has been in
effect since 1586.
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112.MR #1 - SUMMARY OF REPORTS MONTHLY CACD, DRA

This xeport is a high level summary of the Company’s financial
infoxrmation, 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.MR #2 - BALANCE SHEET MONTHLY CACD, DRA

This is the company balance sheet which reflects FCC Part 32 rules and
regulations andother FCC conventions. Sheet 1 represents total
assets; Sheet 2 represents total liabilities and capital. This report
balances to MR #1, Sheet 2.

114.MR #3 - INCOME STATEMENT MONTHLY CACD, DRA

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, Sheot 1l.

115.MR #3 - SUPPLEMENT A MONTHLY CACD, DRA

This repoxt details subaccount level federal, state and local income
taxes and other taxes related to income and is intended as a
sugpoxting document to the MR #3. This report reflects FCC Part 32
xu

es and regulations and othexr FCC conventions.
116.MR #3 ~ STATE OF CALIFORNIA MONTHLY DRA

This report is exactly the same as the regqular MR #3 from lines 1 thru

117.MR #4 -~ OPERATING REVENUES MONTHLY CACD, DRA

This repoxt 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.MR #5 -~ OPERATING EXPENSES MONTELY CACD, DRA

This report provides plant specific operations expense at account
levels which reflect FCC Part 32 xules and regulations and other FCC
conventions.

119 .MONTHLY SEPARATIONS SUMMARY MONTHLY CACD
OF INTERSTATE AND INTRASTATE
OPERATIONS (AXA RESULTS OF
OPERATIONS - SEPARATED MS186/7)

This report shows separated results prior t¢ any ratemaking
adjustments.
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120.PUBLIC PACKET SWITCHING UPON REQUEST CACD

This report provides revenue and cost data for the Public Packet
Switching service.

121.RESULTS OF OPERATIONS MONTHLY CACD, DRA
INTRASTATE REPORT
(SORVEILLANCE REPORT/074 REPORT)

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 xeport is provided monthly along with the Intrastate Results of
Operations Report (Surveillance Report). It shows Pacific Bell’s
equity and debt and the ¢osts associated with these components.

123.RESULTS OF OPERATIONS ANNUALLY CACD, DRA
PACIFIC BELL (BOUND)

This report contains a comprehensive, detailed view of the results of
Pacific Belll operxations, from both a financial and operational
pexrspective. It provides a comparative operation statistics as well
as a summary of major Commission decisions impacting the company.

124 .RATES OF RETURN AND CAPITAL QUARTERLY CACD
STRUCTURES REPORT

This is a quarterly xeport 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.

125.SUMMARY OF DEVIATIONS UPON REQUEST CACD

Deviation of sexvices refers to exceptions to G.0. 96A and
tariffs.

126 .MONTHLY REPORT AND CLAIM MONTHLY ULTS
STATEMENT —- UNIVERSAL ADMINISTRATIVE
TELEPHONE SERVICE FUND COMMITTEE

This xeport is the financial statement for the Universal Telephone
Sexvice Fund. The report includes the number of Universal Telephone
Service Fund users.

127 .DIRECTORY CLOSING AND AS ISSUED CACD
DELIVERY SCHEDULE

This report lists pertinent information regarding Directory sales
campaigns including advertising close dates, directory issue dates,
delivery start dates, etc.

(END OF APPENDIX A)
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SECTION I.b.
REPORTS RECOMMENDED FOR CONTINUATION
GTEC

CURRENT CPUC
REPORT TITLE FREQUENCY. RECIRPIENT

(1) TELEPHONE SERVICE LEVELS QUARTERLY CACD, DRA

G.0. 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 ALARM QUARTERLY CACD, DRA

A report on private line alarm sexvice. This report provides uniform

standards for the installation, maintenance, and operation of private
line alaxrm services.

(3) NOTIFICATION OF MAJOR UPON DRA
SERVICE INTERRUPTIONS OCCURRENCE

Major service interruptions are reported to the Commission as they
occux.

(4) MONTHLY OPERATIONS REPORT 9000 MONTHLY CACD, DRA
This report provides financial data regaxding GTEC in the form of

income statement, balance sheet, and analysis of operating expenses
and revenues. Also contains the following data:

Access Line Counts - This data (pg. 14 of the MOR 9000)
details the number of residential and
business switch access 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.

NOTICE OF TAX AND ACCOUNTING AT LEAST 90 CACD
CHANGES 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 RESULTS OF OPERATION  MONTHLY CACD, DRA
(103 Report)

This is a monitoring report from cost of service regulation that
reports the company’s rate of return with ratemaking disallowances.

(7) SEPARATED RESULTS OF OPERATIONS  MONTHLY CACD, DRA
(101 Repoxt)

This report shows the separation of the company’s books between
intrastate and interstate jurisdictions.

(8) REPORT OF MEMBERSHIP DUES, ANNUALLY CACD
CONTRYEUTIONS AND DONATIONS
AND SALARIES OVER $75,000

This report provides data on membership dues, contributions,
donations, and salaries over $75,000.

(9) CENTRANET QUARTERLY REPORTS - QUARTERLY CACD

This xeport 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-
systom usage costs, right-to-use fees and actual in-service and inward
movement foxr 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 REQUEST  SAFETY 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 D.73038, or at the
request of individuals or governmental agencies pursuant to the
reimbursement rules found in the company’s tariffs will be available
upon request.

(11) INTEREST DURING CONSTRUCTION QUARTERLY CACD

This report requirement shows the mechanics of using quarterly indices
to derive a monthly IDC rate. This rate applied to plant under
construction balances generates the amcunt of interest during
construction booked each month.

(12) WEIGHTED AVERAGE COST MONTHLY CACD
OF CAPITAL

This report provides the financial data to calculate the weighted cost
of capital for a rolling l2-month period. This information is
contained within the MOR 5000 Report.

(13) SAMPLE DECISION DATA FILE MONTHLY 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 ROR and the impact on average residential
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bills. Authorized ROR and ROE tracking has been modified by D.89-10-
031.

(14) ANALYSIS OF PAYROLL MONTHLY CACD

This xepoxt 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 DRA and agreed
to by GTEC.

(15) FACILITY-RELATED ACCIDENTS AND  ANNUALLY SAFETY DIVISION
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 oxr believed to have been installed for
the purpose of overhearing telephone communications.

(17) EMERGEANCY SPANISH LANGUAGE QUARTERLY CACD, EXECUTIVE
ASSISTANCE BUREAU MEASUREMENT

This report details the requirements for bilingual services to be
provided to non-English speaking persons by telephone utilities in the
State of California.

(18) NON-ENGLXSH SPEAKING ANNUALLY EXECOTIVE
PERCENTAGE BY EXCHANGE

This report details the requirements for bilingual services to be
e

provided to non-English speaking persons by telephone utilities in the

State of California.
(19) REPORYTS OF W/HBE ACTIVITIES ANNUALLY EXECUTIVE

This report provides information on procurement activity with Women
and Minority Business Enterprises.

(20) PRACTICE USED TO ASSURE AS REVISED Cacpo
PRIVACY AND SECRECY

This report provides changes to GTEC’s Administrative Practice as it
is revised.

(21) CUSTOMER INFORMATION NOTICES ANNUALLY PUBLIC ADVISOR
This notice iz a bill insert to customers.

(22) TELEPHONE DIRECTORIES AS ISSUED
(Including Street Address)

Telephone Book Publications

(23) TARIFF CONTRACTS
AND DEVIATIONS
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report is consistent with tariff reporting requirements.

FORM M-ANNUAL REPORYT TO FCC ANNUALLY CACD
report provides financial and statistical data.

ANNUAYL REPORT TO SHAREHOLDERS ANNUALLY CACD
AND OTHER FINANCIAL STATEMENTS

report provides operating and financial information.
RECEIPT & DISBURSEMENT OF MONTHLY CACD, DRA
SALE OF STOCKS, BONDS & OTHER

INDEBTEDNESS

is a reporting requirement only when such financin¢ activity

exists. However, in addition, the MOR 9000 provides a schedule with
the outstanding balance of common and prefexxed stock, notes payable
and long term debt.

(END OF APPENDIX B)




