ALY /MFG/5ft AT P
Malled

Decision 91- 10 018 October 11 1991 . . OCI'~5199’
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATB OF CALIFORNIA

e oy,
! [ PG

In the Matter of the Application '
of ‘Pacific Bell (U=1001-C),. & .
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Application 90-¥I~03P" "
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principles for compensated absence
: expenses.. ‘
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at. Law, for GTE .California,. Incorporated--<- e IA
Randolph Deutsch, Attorney at Law, for AT&T;
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Gloistein, Attorney at Law, for Contel of
California, Inc¢.; and Thom
Attorney at Law, for Toward Utlllty Rate s
Normalization; interested parties. ,

James §. Rood, Attorney at Law, James Prett;,
and Francis Fok, for Dav;saon of Ratepayer
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By its application, Pacific Bell -seeks authority to - ¥
ancrease rates,for the recovery-of $281.776 million of compensated
absences :(vacation). expense,.to be amortized .over a-ten-year.. ~
period beg;nnang January 1, 1988. Pacific Bell also requests that .
interest be calculated on the uncollected revenue requirement
beginning January 1, 1988, consistent with Decision (D.) 88-09 030
and Resolut;on F-627 dated September 12 1990.Wm,wﬁ_

-

'l ‘Compensated absences’ represent the “salary- oxpense'for4'* ”"
enmployees’ earned but-unused vacation, pexsonal - days,(floatlng
holidays, and compensation days plus loadings. - :-
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Pacific Bell proposed to reflect this rate increase

beginning on January 1, 1991, in’the’'surcharge/surcredit applicable

to intralATA exchange and private line,;tollqband;accesslservice&,yt

in accordance with its tariff Schedule Cal. P.U.C:'No. A2, “Rule 33.

Backqround ..

. T X
(SR T e

determine whether the Federal Communications Commission’s (FCC).. ...
Part 32, Uniform System of Accounts for Telephone-Companies -(USOA). -

should be adopted for telephone companies subject to our
jurisdiction. A controversial aspect of Part 32 was the FCC's
adoption of Generally Accepted Accountiﬁg_?:incip;ésﬁ(éaAP)z for
accounting ﬁu;poses‘and;its automatic adoption of “future GAAPs,
unless the telephone»uiilitiesléfq,nétifiedfto,théfééhttary by the
Fce. o B A PR AL Y

By D.87-12-063 we adopted. theé FCC’s USOA, including GAAP
currently in effect, except asﬂo:herwjge‘providéd‘inﬂtﬁe’decision.
We did not adopt the FCé?s_dﬁtbmatid;idépﬁion of future GAAP.

D.87=12-063 specifically adopted GAAP treatment for
compensated absences. This meant that the accrual method of
accounting is to be used for ‘compensated absences. That is, cost
is to be recorded as an expense in the year that the liability is
incurred, and not delayed until the year that a cash payment is’ .=~
actually made. Pursuant to this decision, Pacific Bell was
authorized to initiate a bdlanciﬁg“account;B”to~bthermiﬂated“on*V‘7
or before January 1,-1989, and to redord”the*revenuewimpadté‘“”J'~‘“‘
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2 GAAP are a common set of accounting concepts, standards,
procedures, and conventions which axe recognized by the accounting
profession as a whole and upon which most nonregulated enterprises
base their external financial statements and xeports.

3 A balancing account provides .fox.the.recoxding and tracking of
specific cost activities in the utility’s accounting.recoxds to be .,
reflected in the utility’s financial statements. . Y o

T L D

. On February 11, 1987, we instituted an investigation'to '*
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resulting from adoption of the FCC’s USOA.. The embedded . .yucood s
conmpensated absences liability as of Decembexr 31,: 1987,. was: to be-
amoxtized over a ten-year period to ease rate shock.: L
However, Pacific Bell could not.detexmine- ;ts -embedded- -
compensatcd_abscnces_llabllltyruntll 4t updated Lts,employee;dataw»a;
base. Therefore, D.88~09~030 authorized Pacific Bell -to exclude
its compensated absences GAAP expense impacts from.its USOA:,
balancing account, and to- seek recovery of such. meacts through an
advice letter filing. . o .o oo L e,
Pacific Bell completed an update of its data base and, on-
February 2, 1990, filed Advice Letter 15697 seeking authoxity to ...
recover its compensated absences revenue impact. . The Division of
Ratepayer Advocates. (DRA) protested-the..filing and- alleged that;,. .~-
among other mattexs, Pacific Bell’s proposal to-.include. projected . -
1988 compensatod. absences expense impacts as a 1987 expense.is not ..
in conformance with GAAP. L Dl
, -Upon review of the advmce letter filing, -DRA’s. protest,
and Pacxf;c Bell's response, .we issued Resolution F-627, dated.. - . -~
September 12, 1990.. This resolution. authorized Pacific Bell: to . .. =
recover $45.402 million .associated. to 1985, 1986, and 1987... .-
compensated. absences revenue. impacts. .-However, it deferred
consideration of Pacific Bell’s. request to recover. its projected
1988 expense impacts due to insufficient evidence. ' The resolution
did authorize Pacific Bell- to file. .an .application with’ testimony
addressing the appropriateness of recovering its projected 1988
compensated absences impact;. Pacific Bell filed this-application on
November 15, 1990.
Heg;gng B

P a2 TR A SN, L

Y ‘prehearing ‘conference was -held on" January 4¢ 1991, and
evidentiary hearings were’ held on ‘March 25 ‘and ‘March’ 267 ' T99T
Pacific Bell’s Brian E. Thorne (Thorne), Director of Corporate
Research and Analysis, and Robert B. Hetlexr (Hetler), a partner

Ry
M
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of Coopers & Lybrand, an international " accountlng and*consult;nq~'*”‘
firm, testified on behalf ‘of "Pacific Bell. B R A AT RIS
James D. Pretti (Pretti),” Deputy Director of 'DRA” and
Francis W. Fok (Fok), a Public Utility Regulatory Program’
Specialist ‘I, tostified on behalf ‘of ‘DRA. - Kenneth K.’ Chew'(Chew),‘f‘
a financial: consultant, testified for ‘Toward Utility Rate” Cat
Normalization (TURN). o NS AL T U P B DTl B L SR P TR A
~ This proceeding was submitted upon the' recelpt“of

concurrent briefs filed by Am&T DRA Pacmfzc Bell, and TURN on”
April 30, 1991. ' : PERTI N RS F NS TaM
Issue -0 0 .ot I o R B B SN N

' -Theﬂissues-in“this'proceedingfare*whether“Pdcﬁfic’Bolr’if“
projected 1988 compensated absences' impact to-be earned in: 1987 by
Pacific Bell employees satisfies GAAP requirements,” and-‘whether ' - -
Pacific Bell is entitled to recover such ‘cost pursuant’to:’ /.77 .
D.87-12=-063. T AV UL A E Pt A ST

The GAAP standard applicable to- compensated absences is

Statement of Financial Accounting Standard (SFAS)* NO .43, Dil i A
Paragraph 6 of this statement\requxres-an-employer,-,uch\aS»Paciric**
Bell, to accrue a liability for employées’ﬂcompenSatidn“fdf”future**f
absences if four conditions are met.  These four cond;t;onSfare- T

a.  The employer’s obligation is attributable SRR
. ‘to. employees’. services already rendered-, -

. The obligation relates to rights that: vest::-%o0
or accumulate.. o oo oo oo eeretdon s o

" Payment -of the ‘compensation is probable. " '

The amount can be reasonably estimated. o

.- .Only the first condition, is. disputed by -the. partxes.' The‘
remaznlng three-und;sputed .conditions. will not.be. addressed. . ::n~on v
furthert.Jﬁf;”” TS A O ot o AR IR C AN FUR NI G NP SR
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- Thorne . asserts that the: 1nc1usion of progeoted 1988 o
compensated absences in 1987 is in compliance w1th.GAAP,»asmdef1nedd
by SFAS No. 43.  “He explained that the projected 1988 compensated::.
absences amount represente Pacificr Bell’s . cost-of employeess: i
vacation. vested on January l, 1988..-Since Pacific.Bell:had-an
obligation to compensate its employees-in 1988 .for vacation:time - -:
vested on:January 1, :1988, Thorne asserts that:-the projectedﬂwirfngr
obligation was’ attrxbutable to work performed in-1987, the:prioxr.-
year. B T el L e
Thorne also explained thatllt Ais company: pollcy Lo vest
its cmployees’ vacation time on January: 'l of -eachcyear. : Pacific:. .
Bell does not require the employee to 'work another day:past . i : oo
January 1.to:be compensated:for. that:entire year’s-vacationztime..
For example, an cmployee who torminates employment. with Pacific
Bell on January 1l is paid the full amount of:.vacation vested-on : . .-
January 1 of that year. Those employees: who- remain-with:Pacific '
Bell may take the full vacation to which they are entitled:any time:
beginning January 1 of that year. -Such employees do not eaxrn any
additional vacation for-that year. B —T:l Cw. Ll LTl DATLOC T
- Hetler corroborated Thorne’s: testimony that-Pacific:r - v
Bell’s treatment of projected 1988 compensated absences.expense is-.
in compliance with SFAS No. 43.  According: to Hetler, as ofu.
December 31, 1987, it was probable that Pacific Bell’s employees
would be paid in a: subsequent period:for: increased.benefits
attributable to accumulated rights vested on January 2%, 1988. . . = .-
.- Hetlexr relied on:Appendix A, Paragraph. 1l2:of SFAS No. 43
to substantiate his position.. This. ¢ited paragraph states.that a: .

—————————————— SRV M v \’m‘, e e L RV
4 SFAS NO. 43 defines vested as rights for whlch the employer
has an obligation to make payment even if an employee terminates

thus, they are not contingent on an employee’s future service.
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liability for amounts to be paid as a result of ‘emplkoyees’ rightsm::
to compensatedaabsenceszshould;beiaccrued¢inAthewyearwthat”the
benefit: is earned.. It also.cited an example of how this polkicy &so
applicable-for new employees. If a new employee receives .vested: -
rights to.two weeks’ paid.vacation-at.the beginning-of the: ...
enployee’s second year.of~emponment;withqno_pro-ratAQPaymentain‘waw
the event of termination during the first:year, . the two:weeks’ . -
vacation would be considered to be earned by work performed-in the-..
first year, and accrual for vacation.pay would be-required -for the:.:
new employee during the first year of service.

‘Hetler further explained that the compensated . abscnccs
liability definition does not limit: Pacific Bell’s Liability solely.
to rights to- compensation for those absences that eventuwally-vest. -
This. is.because the'definition also encompasses a constructive~ . -~.c
obligation for reasonably -estimable .compensation for past services .
that, based on the enployer’s. past. pract;ces, probably-will be paid:
and can be reasonably estimated. . o S A L R
DRA’s Position - " L L B A L DA DR S A 0 PO R VR A

L ~ﬂaDRA:opposes-thefrecovery of.Pacific Bell’s-projected 1988
compensated absences on two bases. . ~First,:DRA. contends.that-the’ ...
projected: amount is not:in:.accordance with: GAAP,-and-second, that
it is not sound-regulatory policy to allow Pacifi¢.Bell to-recover:
projected: 1988 compensated-absences. .. U T moniannon

COGAAR L L e e

. DRA’s Fok provided*. three . reasons why: Pacific Bell’s.

proposal is not in accordance: with GAAP. ' His first reason-is:.that: .
the projected 1988 amount represents vacation: vested-on-.January 1,
1988 for vacation to be. earned in . 1988.. Fok asserts that,-because::
it was not attributable to employees’ services already rendered in
1987, it does not meet the first condition of SFAS No. 43 which
requires the employer’s obligation to be attributable to employeesf
services already rendered.
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-Fok’s. second reason .is. that, the accrual of projected 1988-.
compensated; absences. .as; a..1987. expense would- defeat the: purpose. ofs. -
accrual -accounting, and would effectively~recognizevtwo-year5~of.ﬁmp
compensated absences expense (1987 .and 1988) -in one.year. . . In -
support of this position, Fok relies. on. the Statement: of Fxnanc;al
Accountxng;CpnceptsnNo.p&,whlch~stateshthatnaccrual,accountnng,usgs,r
accrual, deferxal, and allocation procedures whose .goal- is to. ... - -
relate revenues, expenses, gains, and losses to periods..to .reflect -
an entity’s performance during a pexiod instead of mexely: listing. . -
its cash receipts and outlays.  Thus, recognition -of revenues,
expenses, gains, and losses and the related increments -or - i
increments in assets and liabilities, including-the matchlng of. .
costs and- xeveaues, allocation, and amortization, is. the-essence.ofw
using accrual accounting to measure pexformance of entities. . The .
goal of accrual: accounting is to -account in. the periods ;n;whxch
they occur for the effects on an entity of transactions. and other .. .
events -and circumstances, to the extent that those financial . --
effects are recognizable and measurable. . - . | o e Ta

Fok’s -third xeason is that if projected 1988 expenses.
were recogn;zed‘ln;1987, then Pacific. Bell'’s. financial statements - .-
would be deficient of comparability.- He explains that - .,
compaxability is one ofathe,qualitnnive;characteris;icsmpfmxg
accounting inforxrmation identified by the Financial Accounting.-- -
Standards Board in its Statement. of Concepts No. 2. .Compaxability . -
enables users to identify and-explain similarities: and diffexences -
between two sets of economic phenomena. Therefore, xecognizing. . .~
projected 1988 expenses in 1987 results in recognizing two .years.-of -
expenses in.one year of income. Fok asserts that comparing net
earnings between 1987 and leeeuwouldvpxovide<distor:edx:esultsh“y~w,

R -ato 4 DT T - e e e

‘DRA’s Pretti test;f;ed that regardless o£~how GAAR
requirements are interpreted, Pacific Bell’s  xequest..should: be
rejected solely on the basis of sound regulatory principles. To do
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othexwise would ruquire ratepayers to provide additional’revenue
requirements” £or the vesting of’ vacation benefits prior' torthe time'-
they are actually earned by ‘employees.' Pretti is also ‘concerned:” "
that if Pacific Bell’s proposal is adopted,: other Califormia '
utilities will be inclined to adopt a' 'similar vacation policy for . :
their employees and request ‘similar regulatory treatment,” resulting
in requests for revenue requ;rement increases that could exceed ‘one'
billion dollars. ' B A P P RNV o
“:Similar to DRA‘s witnesses, TURN/s 'witness, Chew;
testified that Pacific Bell’s projected 1988 compensated absences'
expense is' not in accordance with' GAAP. Chew based this' conclusion
upon his review of the' application, Pacific Bell’s testimony,  DRA’S'™
testimony, Resolution F-627, and 32 yeare of accounting experience. -
On brief, TURN echoes DRA‘S assertion that Pacific: Bell‘’s
own written interpretation of its compensated absences policy shows'
that the projected 1988 compensated absences were earned intand - -
attributable to 1988, and not earmed in: or attributable 'to1987.-
TURN submits that Pacific Bell has failed to demonstrate that the
projected 1988 compensated absences were earned in 1987.: vt
Even if we conclude that Pacific Bell is correct, TURN'.
argues that policy considerations weigh in favor of not 'recognizing'
the projected 1988 compensated absences as a 1987 ‘expense for -/ . .-
ratemaking purposes because/such~rccovery<would‘allOW‘PaciticWBeII”
rate recovery for the- expenses of two—per;ods in one ‘period, oxr
7double dipping.” S N oo e
Discussion <7 ... VIDVE R SRR A B L e T
' There is no dispute that D.87=12-063 adopted the GAAP .5
accrual method for recording and - recovering. compensated absences oo
expense. At issue is an interpretation of 'SFAS No. 43, .a’statement
issued by the -accounting- profession which we- adopted for the
regulated telecommunicatlons utillties.. et e
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To' xesolve this issue, -as ‘is’ the case in the issuance of
most' rules, it is necessary ‘to interpret the''statement.’” That -is, '’
we must determine whether Pacific Bell’s ‘accrual method confoxms
with the statement and whether Pacific ‘Bell’s requested rate B
recovery conforms with D.87- 12-063. e ‘

‘The statement was issued by the accounting profession and '™
not through a Commission proceeding. Therefore, we must rely om =
testimony presented in this proceeding to determine whethexr Pacific
Bell’s vacation policy meets the statement criteria. Of the: fmve
expert witnesses that testified in this proceeding,' four arxe
certified public accountants and one a chartered - -accountant.  Two - -
of these expert witnesses interpreted Pacific Bell’s treatment of
compensated absences to be in”conformance~with7thefstatément“while~"
the remaining three witnesses interpreted that it was: not in- ‘
conformance with the statement. B

' Consistent with Hetler’s position, we must determine what
Pacific Bell'’s vacation policy is, independent of what GAAP'says.
Therefore, we review Pacific ‘Bell’s administrative instructions as- -
an authoritative source to determine’ its vacation policy."

' System Instruction ($I) No. 106 and a July 7,71989 "
memoxandum from Pacific Bell’s" Executive Vice Presxdent-Human\ o
Resources wexe the only written vacation pol;cy proceduxes - -
introduced into evidence. The SI 'states in relevant parts that:
Pacific Bell grants eligibility for ‘vacation at the 'beginning of"
the calendar year in advance of the -time ‘the vacation is actually .
earned. In other words, employees are entitled to vacation-on™
January ‘1 of each year for work to be performed during that
SpelelC calendar year. Employees who quit on January "l of a yeax"
are ‘entitled to receive compensation-for the vacation they'axe::
eligible for at the beginning of that yeax. If-an-employee works: -
the ent;re year, that ‘employee will not earn any additional
vacation. Also, if an employee quits ‘on December ‘31 'of the prior
year, that employee is not entitled 'to any vacation on:January 1.
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, The Pacific Bell July 7, 1989 memorandum, as testified by
Pretti, states in part that following the first year of employment, ..
an employee .-becomes vested on January l.ofreadh_year,in,;heﬂﬁull_;”
amount of vacation to -which he/she is entitled during that yeaxr. . .
Again written policy states that vacation to be vested.on the.first..
of the yeax is applicable to serviceskexpected,tqybe,perqumed
during that year. \ : . - . o

‘ ~Thorne asserted that SI ;nstruct;ons should.not be xelxed
on as an authoritative source. because, SIs are for the use of .
payroll clerical employees and employees as a body to. define thc .
administration of vacation policy. Rather, reliance should be
placed on accounting technical instructions (AI). - Howevex,. in
response to the administrative law judge’s inquixy,. Thorne
acknowledged that Pacific Bell does not have an AX that. addres»es
vacation policy. : P

- Testimony from DRA’s Fok substantxated that contracts
between Pacific.Bell and its employees’ unxons‘adoppAPac;gycjBe;;fs$
vacation policy as promulgated in SI No. . 106. . :

Pacific Bell’s.wxitten SI No. 106 policy, 1ts lack of an
Al vacation policy, and the presence of written union con:;acts
which adopts. Pacific Bell’s vacation policy as spelled out.in SI. .
No. 106 substantiate that it is Pacific Bell’s wvacation policy.to . .
grant its employees vacation on. January 1 of each yeaxr for work to.
be performed during the remainder of the calendar yeax, and not to‘,
grant its.employees vacation on January 1 for work already
rendered. . . e O S AR
‘Having determined. Pacific Bell’s vacation .policy, we. now, .
address GAAP and how Pacific.Bell’s vacation policy. satzsf;es the "
disputed requixement of SFAS No. 43, that the obligation. for future
vacation be attributable to employees’ services, alrxeady rendered.
' Hetler explained that Appendix A of SFAS No. 43 . .
explicitly states that xights vesting at the beg;nnxng of the year,w
based on sexvice in the preceding yeax,.are‘consxderedﬂpq bqyga;ngqv




A.90-11-031 ALJ/MFG/jft *

by work performed:in the preceding yeax. :This position'iscato.:in.
variance with Pacific Bell’s written instructions whichistate that'
employees earn vacation at the beginning:of theyear for.work'to'be
pexformed during that year. “According to Hetlex,.in-instances
where ambiquity exists in the accountingiliterature, Coopers &
Lybrand’s. local office consults with:a partner in its national:
reseaxch group in New York. TS S E R

In this particular. instance, Hetler'’s firm did consult
with the national office to confirmed-that Pacific Bell’s vacation -
policy meets the statement criteria.  However, Hetler did not’ know. '
what Pacific Bell documents his national office ‘reviewed prior to.l. =
expressing its opinion. Absent testimony regarding- the underlying™"
documents that Coopexs & Lybrand’s. national'office‘rolied“on;*we'
place no weight on Hetler’s opinion that: Pacxf;c Bell”s vacation-
policy meets the statement cxiterxia. ... .0 . o T

Contrary to Pacific Bell‘’s position, the'evidence -
discussed in this decision and presented:-in this proceeding does - i
not substantiate that Pacific Bell‘’s projected 1988 vacation is:
attributable to employees” services already rendered. Rathexr, the
evidence -substantiates that Pacific Bell’s projected 1988 .vacation '
is attributable to employees’ services expected to be rxendered in -
the future, during the remainder of the .calendax yeax. - W .. - 0000

Ixrespective of whether Pacific¢ Bell’s vacation policy
meets the intended criteria of SFAS No: 43, 'it has neveribeen cux
intention to allow a utility to recover through rates projected: -
vacation costs prioxr to - the time that sexvices- are: expected to be
rendexed. DRA has substant;ated that Pacxflc Bell S projected 1988
compensated absences expense is a projected expense for 1988
services expected to be ;ncuxred Ln 1988.. It. does not relate to
vacation time that employees had built up and were due as of the
end of 1987 for sexvices already rendered. Pacifi¢ Bell hes failed
to carry its burden-of proof xn~thms-proceedlng;;gThe:efore,




A.90-11-031 ALJ/MFG/jft »

Pacific-Bell’s.request to recover projected 1988 wvacation:benefits'’
alleged to_have been earned: in: 1987.:should be denied. . r:lw Ll
R 28t anding: of Eligibility. . . e o ey e

~-On-May 9, 1991, TURN .filed -a request for finding of. -
eligibility for compensation,-pursuant to Rule 76.54 of the ..
Commission’s Rules of Practice and Procedure (Rules). No.party has.
filed a response to TURN’s request. S D T S

Article 18.7 of the Commission’s Rules contains the
requirements to be met by intexvenors seeking compensation "for . .
reasonable advocate’s fees,. reasonable expert witness. fees, and
other reasonable costs to public utility customers of participation-
or intervention in any hearing or proceeding of the Commission -
initiated on or after January 1, 1985, to:-modify a rate ox
establish a fact or rule that may influence a rate.*" .

By its application, Pacific Bell is seeking an increase -
in rates due to the adoption of generally accepted accounting
principles for compensated absences.. Therefore, this proceeding
clearly falls wichin the definition of applicable proceedings.

Rule 76.54 requires that a request for eligibility be .
filed within 30 days of-the first prehearing conference or within
45 days of the close ¢of the evidentiary recoxd.. TURN’s request
complies with the second option, since the-evidentiary xecoxd: .=
closed on March 26, 1991.. SRR LR A R - R

, . Rule 76.54(a) requires that & request for ellglbllmty
anlude four items: - - R U S R R TR T E

L.~ A showing. that partxcxpatlon.would pose a.
significant financial haxdship and a ,
‘'summary of the party’s finances. ' If the -
party has already made a showing of- sl
financial hardship in the same calendar
year, the party needs only to make
reference to that decision by number:to,
satisfy th;s requirement.

2. A statement of issues that the party
intends to raise.




A.90-11-031 ALJ/MFG/jft *

3. An estimate of the compensatron,that'wmilu
be sought. B

AT R TR « vyt v e

4. -A budget for the party'’'s: presentation...:i.z.il

Significant Pinancial Hardship
TURN has previously been found to have met- ltS burden of
showing f;nancaal hardship for the 1991 calendar year rn
D.91-05-029. Therefore, TURN‘has satrsfred the’ requrrement of Rule 1
76.54(a)(f);‘ T : R ‘ .
§;aeem¢nt gg‘xagﬁgs”
In its request TURN’states that’ it has actlvely _
participated in this matter by addressxng prxmarlly the ;ssues of
the conformxty of Pac;frc Bell’s applxcat;on w;th SFAS Nos. 43 and
7., and the policy ;mpacts of Pac;frc Bell's applrcat;on of“the o
accounting standards. ‘ SR e
Since the evidentiary recorxd was closed prmor to tho time '
TURN filed its request, the rssues raised by TURN and summarmzed in"’
the prior paragraph are already a matter of record TURN‘has
satisfied the requirement of Rule 76 54(a)(2 SR
‘ ggmpgnsagggn Est;ggte and ggdge
TURN estimates that it may request approxmmately $17,900
for its particxpat;on in this proceed;ng, depondrng upon the
Commission’s final decision in this matter. TURN provrdes "the
followrng budget foxr its partrc;patron in thxs proceedmng-‘
Attorney Fees e $160 per hour SR $14 400
- Expert Consultant’ @ $100 pex hour 7 2,500
' Postago, Reproductron, and other - ”‘“"l‘QQQ
| | Total Budget - ©su7,900 0 U
"TURN has satrsfred the requ;rements of Rule 76 54(a)(3)
and (a)(4) -

v
v .-‘y. PRI

- - S L e AN
N C A RS A S T t

ol !
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N e

ommon_Legal Re ”entat B

‘'Rule 76. 54(b) allows other partaos to commont on the R
request, including a discussion of whether a common legal" o
representative is appropriate. Pursuant to Rule 76.55, our
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decision on TURN‘’sS request may designate a common legal
representative. However, no party has filed any ‘comménts on this
issue. Therefore, we find no current need to deargnate a common
legal rxepresentative in this”proceedingx,‘_ﬂL‘ e

- QummAxy: et

TURN has satrsfled all the requlrements for a finding. of .
elrgrbrllty for compensatron in thrs proceedrng . TURN is placed on
notice that it may be subject to audit or review by the Commrssron
Advisory and Compliance Division and, thexefore, should keep
adequate accountrng records and other documentatron rn support of
all claims fox ;ntervenor compensatron.h Such.records should ‘
xdcntrfy specrfrc issues for which compensatron is be;ng requested,_;
the actual time spent by each employee, the hourly xate paid, fees . .
paid to cousultants, and any other costs rncurred fox whrch
compensatlon is clarmcd e =

jon omments S - ;fw :"'\ﬁ o
l The Admrn;stratrve Law Judge s (ALJ) proposed decrsron on

this matter was filed w:.th the Docket. Offa.co and ma:.led 'co all P ‘
parties of xrecord on August 30, 1991, pursuanr to Rule 77 of the
Comm;ssron S Rules of Practice and Procedure. e ey

Commcnts were txmely £iled by DRA and Pacrf;c Bcll.'
Reply comments were tlmely flled by DRA and TURN., o .,mw,'

We have carefully rev;ewed the comments and xeply .
comments frled by the partres to thrs proceedrng that focus on
factual, legal, or technical exrors rn the proposed decrsron and in
citing such errors make spec;frc references to the record, pursuant
to Rule 77. 3. . To the extent that these comments and reply comments
required drscussron ox changes to the proposed decroron, the
discussion or changes have been rncorporated into the body of this .
oxder. Comments and reply comments which merely argue pos;trons
taken in briefs, and which provrde new rnformatron, not tested by
cross-examrnatLOn, weze. not, considered.. .
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F_‘lnd;mqs ‘Of FACT:. =~ 7 s ntamt sl mee e o R
P Lo DL 87=12-063 adopted GAAP ‘treatment for: compensated EEEIEe
absences and authorized the embedded:compensated-absences Liability.:
as of December 31, 1987 to be amortized over a ten=-year period.
2. Pursuant to Resolution F-627 Pacific Bell filedits.c: ...
application with testimony on the appropriateness of- recovermng :
projected 1988 .compensated absences ‘impact 'in rates. .

3. SFAS No. 43 requires an employer to accrue a: llabxlxty
for its employees’ compensation .for -future absences::if the-
employex’s obligation is attrmbutable to employees’ services
already rendered. SR :

4. It is Pacific Bell's pol;cy to vest its employees’
vacation time on January 1 of each year.. = . :lnild 1
- 5. Pacific Bell’s employees.that terminate-employment .on
January 1 .are paid-the full amount of vacation‘ vested on January L.

. 6.  Pacific Bell’s employees that ‘terminate employment-.on " °
December 31 of the prioxr year are not entitled to any vacatxon
scheduled to be vested on January l:of thernew yeax. u:. wol %

"7. Those employees who'remain with Pacific Bell during:the '~
entire calendar year may take the full. wvacation to-which: they are -
entitled any time beginning January -l of that‘year; ‘Such employeesW
do not earn :any- additional  vacation for that yeax.. ! «i/0m Ol DL

8. SI No. 106 states in relevant parts that Pacific Bell’ -
grants eligibility for vacation at the beginning of the calendar
year in advance of the time the vacation is actually earned.

9. Pacific Bell has no Als that address vacation policy.

10. Contracts between Pacific Bell and employees’ unions
adopt Pacific Bell’s vacation policy as promulgated in SI No. 1.06.

1l. Absent testimony regarding the underxlying documents that
Coopers & Lybrand’s national office relied on to conclude that
Pacific Bell’s compensated absences policy meets the disputed
requirement of SFAS No. 43, no weight can be placed on its
statement.
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12. It has never been the Commission’s intentiom:to lallow &
utility to recover projected vacation cost. through rates prioxr to
the time that sexvices. axe xendexed.. ... . .~ ‘ol 0L L LD L

13.  Pacific Bell has - failed to-carry: its burden of.proof in .n
this application. T B L S T SEESITTPEC: RN .
Conclusions of -Law ... . oo Dt cn oo g S o

1. Pacific Bell S appl;cat;om should be den;e&.a¢ak Dot e

2. . TURN :should be :found eligible to claim compernsation in

this proceeding undexr Article :18.7:.0f our Rules.:, : :

. . éA‘wq,

IT IS ORDERED that.;gmq o R T T SRTA0s S0 VI s T ORI AN o ST
L. . Pacikfic Bell'’s  request to: recover'$281a0761m111;onh¢to be
amortized over a ten-year period beginning January.l,.:1988, due to:,
increased costs associated with 1988 projected ‘compensated absences
expense is denied. ST : SR S A S O g et I D
2. Towaxrd Utility Rate Normalmzat;on (TURN) is eligible . tou
claim compensation for its participation. in. this proceeding. . TURN
shall maintain adequate accounting records and -other necessaxry. .-
documentation in support of any .claims. that it may have foxr ... - .- .
intervenor compensation and make such. documentation available to -
the Commission -Advisory and Compliance: Division upon . its request.

Y Jn@mvxiupoz'
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This proceeding is c¢losed.
This order becomes effective 30 days from today.
Dated October 11, 1991, at San Francisco, California.

JOHN B. OHANIAN

DANIEL Wm. FESSLER

NORMAN D. SHUMWAY
Commissioners

Commissioner Patricia M. Eckert,
being necessarily absent, did
not participate.

} CERTVIFY THAT THiS DECISION
WAS AFPROVED 3Y THE ABOVE
CONMMISSICNERS TODAY

. o, - =
AR, Ixiculive-Diactor
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