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. BEFORE,:THE PUBLICUTlI.I1'IES COMM£~~ION OF THE STAT~ OF CAi,'iFOfUUA' 

in the Matter. of. Alternative 
Regulatory' FraJll~W6rks f6r LOcal'. I Ex~ha~gecaxrie~s. 
______ ~~~~----------~--t-·'---) 

In tha"Matter6£ th~ Applica~ioil ' ~ 
of pacific Bell (U 'lQ01. C) i·· a ) 
corporati6n, for authority to ) 
increaselritrastate tates and ) 
charq~,s appl1<:able to telephone ) 
services furnished wIthin the state ) 
o{Califortlia. ) 
_----:..--.,.-------'"---'-'--) 

. In't:he Matter of. the ApplicAti()n I 
. of General 'I'el~phone Conpll.ny Of . . . 

Califbrrti. (0 1002 e), a callforriia 
corporation,for,authority to . ) 
increas,e and/or restruqturecertain ) 
intrastate, rates and charges lor .) 
telephone' serVices. ' ) 
------~~----~~--------------) ) 

And Related Matters. 

I 
) 
) 

, ~ 
) 
) 

J 

I 
----------~--------------------) 

- 1 -

I.81~11-()33 
(Filed November 25, 1997) 
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(Filed January 2~, 1985; 
amended June 17 1,1985 . 

and May 19, 1986)· 

Appiication 81701-,~O? 
(Filed January 5, 1987) 

I. 85-03-078 
(Fiied March 20, 19a5) 

011 84 
(Filed December 2, 198() 

Case 86.;.11-028 
(Filed November 17, 1986) 

1.81-02-025 
(Filed Febr~ary 11, 1987) 

Case 87-01~024 
. (Filed July 16, 1~87) 
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ORDER HODIFYING DECISION 91-()7-()56·· 

GTECi s Request 
On December 21 1991, GTE California Incorporated (GTEC) 

filed a petition fOr ~Odification Of DecisiOn (D.) 91-07-056, th~ 
"Monitoring Decisiont··t6 clarify when GTEC may seek rec6verY·Of 
certain non-recurring costs associated with the establishment 6f a 
computer link between GTEC and the Commission's Offices, and 
between pacific Bell and the CommissiOn's offices, through a ·Z­
factor adjustment. NO party has filed a timely protest to the 
petition for modification. 
Background 

D.91-07-057 adopted a monitoring program to track the 
operations of pacific Bell (Pacific) and GTEC under t~~rtew 
regulatory framework (NRF). As part of the moi'litoring program, 
Pacific and GTEC are to~stablish computer links from each company 
to the COmmission's offices for access by Division of Ratepayer 
Advocates and commission Advisory and Compliance Division (CACO) • 
The required computer link waS oppOsed by pacific and GTECI but the 
Commission determined that the arguments against establishment of 
the links were unper~uasive and further opined that the links were 
-merely a faster and better means of transporting data to and from 
CACD by pacific and GTEC.- (0.91-07-056, mimeo., at p. 32.) 

The Commission recognized that the information is 
forwarded by mail or by facsimile today, and therefore, there is a 
ptesumption that costs exist today that will be foregone once a 
computer link is established. However, the commission recognized 
that there might be certain initial non-recurring costs associated 
with ~etting up th~ computer-lirtk a~d at page 33 of the decisiort 
(Id.), it stated that pacific and GTEC may recover the one-time 
costs Of ~ettin~ u~ this link through a Z-factor adjustment in the 
next price cap filing • 
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}.lth6ugh we are not sympathetic to any delays in the 
installation of these links, it was not our intention to f.orc~a 
premature filing for recovery of COBputer link costs in.the 
October 1, 1991 price cap filing. The language on page 33 of th~ 
decision (Id.) referredt6 in GTEC's petition for modification was 
intended to allow pacific and GTEC to recaverthe non-recurring 
costs of settinq up the computer link in the next price cap filing 
after such expenses are actually. incurred. 

We fully expect GTEC and Pacific to work with CACO and 
DRA to implement the computer link as expeditiouSly as possible, 
and ate not awate of any circumstances that should delay its 
implementation beyond the October 1992 price cap filing. However t 

to allow for all unknown contingencies, and to allOw for the 
eventuality that the computer link may require additional or 
upgraded hardware or software at some future datel Pacific aild GTEC 
should be alloved to lile for recovery of non-recurring costs.()f 
the conputer link in the next price cap filing after the one-time 
start-up costs are incurred and known. Accordingly, we will mOdify 
O~derin9 pata~raph 7 of D. 91-07-05~ consistent with GTEC's req'uest. 

Findings of Fact 
1. GTEC requests a modification of Ordering paragraph 7 of 

O.91-07-0S6 applicable to it and pacific Bell, which would allow 
these utilities to seek timely recovery of rton-~ecurring costs 
associated with the establishment of a computer link to the 
Commission's offices in their subsequent individual price cap 
filings after such costs are incur~ed and known. 

2. No patty opposed the modification of 0.91-07-056 

~equested by GTEC. 
Conclusions of Law 

1. GTEC and pacific should be allowed to file for recovery 
of non-recurring costs of establishing individual computer links 
from their offices to the Commission's offices in San FranciscO in 
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the next price cap filing after the one-time start up costs a~e 
incur:ted and known. The price cap filing is the proper Jc)rumfor 
determining whether the expendt tures incurred ate riasOiiltble and 
\that proportion 6f the expendit'ures shall be recC)vel'able.· <', 

2. No other modifications to D.91-07-QS6 have be~ri reque~ted 
and none should be made at this time. 

3. This mOdest change to D.91-07-0S6 should be made 
effective today to clarify the intent of that order with6ut'forther 

delay. 
IT IS ORDERED that. 

1. Ordering paragraph 7 of Decision (D.) 91-07-0St is 

modified as follows; 
-7. Pacific and GTEC shall work with CACD and 
ORA to develop the hardware and software 
necessary to create a direct computet link with 
CACO and ORA. Pacific and GTEC may recover 
their nonrecurring COsts of setting up this 
cOlRputer link ,through a Z fa.ctotadjustment In 
the next price cap filing after the one-1;.ime . 
start-up costs ate incurred and known. This,,', 
computer link will be accessed only by CACO and 
ORA. OJ 

2. The ordaring para9raphs and other requirements of 
D.91~07-056, except as expressly modified by this orderj continue 
to apply to pacific Bell and GTE California Incorporated after the 
effective date of this order • 
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~his·6r4~:t is· ~ffective' t6cla-y. . 
Dated' February 20; '1992, -at 's'an rian61sco, CAlt"fotnla," 

- DANiEL C Wm.. FESSLER_ 
President, -

JOHN ai' OHANIAN 
NORMA» Do· SHUMWAY 

, ,ComOis s loners 
- . 

COinmlssi(,n~r-pb.trlcia H. Eckert, 
being llE!cessarily absent, did 
not participate • 
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COMPLETE ORDERING PARAGRAPHS OF D.91-01-05'~· 
AS REVISED BY 0.92-02-060 

INTERIM. ORDER 

IT IS ORDERED tha t i 

1. The program for monitoring the provision and dev~lopment 
of telecommunications services under our new regulat6ry framework 
(NRF,- for GTE-California, IncorpOrated (GTEC) and pacific Bell' 

'. (pacific) described and envisioned in the commission Advisory and 
compliance Division's (CACO) three workshop reports and further 
refined in this order is adopted with the following guidelinest 

a. The plan for JO.OJlitoring the local exchange 
companies' (LEe) accomplishment of and 
adherence to goals and requirements under 
our NRF shall be dynamic, flexible, and 
adaptable as the changing regulatory needs 
become evident. ' 

b. CACD shall be responsible for administer~nq 
the monitoring program. Accordingly, all., 
monitoring reports and related 
correspondence should be ~o~atded to the 
CACD LEC Monitoring coordinator. 

c. CACD shall also be responsible for the . 
LECs' compliance with the spirit and intent 
of the monitoring program. Thereforei CACD 
should maintain an ongoing dialogue with 
the LECs and other interested parties 
regarding any required modifications tathe 
monitoring progrAm and for k~eping the 
Commission informed of new developments in 
the program. 

d. prior to filing formal petitions with us, 
LECs and DRA shall first contact tACD in a 
good faith effort to resolve informally any 
monitoring issues that come to their 
attention. 

e. Division of Ratepayers Advocates (ORA) 
shall continue to monitor the NRF from the 
standpoint of ratepayer well-being and to 
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investigate matters that it perceives 
harmful to any customer group or class •• 

2. The service-specific cost-tracking programdeveloped'in 
CACD'S Norkshop I Rep<:)}~t and described and clarified in'th~ . 
nar;afi~~, findings of fact, and concl~sions o~ law'i~~h{~ ,. 
,d~cisiOn is adopted for GTEC and Pacific subject to the following 

provisions! 
a. The LECs shall reconcile the sum of their 

costs tracked to the companies' financial 
statements and provide clear, c:oncise,and 
up-ta-date charts reflecting the £lo~ o£ 
cost data to and from the statements. 

b. In calculating costs of ~erviees to ,be 
tracked, the LEes shall follow the FCC 
Part 64 cost attribution hierarchy for ~ll 
services but, for Categories I and II , 
services, omitting the Part 64 requirements 
for tariff imputation and the three-ye~r 
plant forecasts until such time as the 
propriety of applying these latter 
procedures to these services Call be 
determined. 

However, as the service-specific cost·' 
tracking program evolves and develops, 
modifications must be analyzed on'a case­
by-case basis, giving consideration to, ' 
regulatory objectives under the ne~ , 
framework as well as to Part 64 mandates. 

c. The LECs, tog-ether withCACD, shall strive 
for reporting consistency (as between 
companies) but should recognize that 
consistency in every respect will not 
always be attainable. 

d. Where inconsistencies exist between costs 
determined for services tracked in phase II 
of these proceedings and cos ted in 
phase III, LEes shall disclose the 
differences and their effect. 

e. The workshop accord on the sequence of 
applying FCC Parts 64 and 36 shall be 
incorporated • 
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LEes shall retAin records so that the 
jurisdictional separation of costs of 
rtonregulated services under the 
jurisdiction of this Commission can be 
simuiated. 

LEes shAll begin tracking 1990 service­
specific costs. 

LEes shall maintain California cost 
allocation manuals that reflect cost .' 
allocation requirements of this Commission, 
and shall file advice letters for any -­
proposed ~evisions for ~ntrastate purposes 
in their federAl cost All6cation manriali. -

ORA'S si~ recommended themes for evolving a­
list of which services costs should be 
tracked are to be incorporated in the 
monitoring program. 

The lists of services developed by oRA,for 
the respective LEes,which approKimate the 
-billed line item- criteria, are to be used 
as the beginning list of services trAcked. 

k. GTEC may track its 1990 costs to the_l~vE!l 
of disaggregation recommended for init1al 
tracking by CACO. 

1. GTEC shall proceed immediately to colleot 
the data necessary to track 1991 costs to 
the greater disaggregation recomrnend~d by 
ORA. 

m. GTEC will not be subjected to sanctions for 
its inability to track 1990 costs to the 
greater disaggregAtion recommended by ORA. 

n. The policy that LECs should track costs 
contemporaneously and should update 
allocation measurements annually (or more . 
frequently where required by stAfl) will be 
adopted. Any such policy must recognize 
that interim allocations are subjact to 
annual true-ups • 
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3. The reportirty requirements recommended in CAC9'$ 
Workshop II Report with the modifications described in_thls:6rder~ 
ai set forth belOw, Ate adopted, 

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

b. Pacific shall make information abOut 
quality improVement and cost reductiOil .. _ 
proyrams available bOth on an annual basis-· 
and upon request. 

c. GTEC shall provide information about 
quality improvement and cost reduction -
programs upon request and willroaintain an 
appropriate level of monitoring. 

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

e. There.will be a two-year sunset clause for­
tracking requirements for new services, 

f. Pacific and GTEC shall maintain and provide 
monitoring ~nfo~mation that will break 6ut -
investment for fiber between feeder and 
distribution facilities. 

h. 

i. 

Because of its limited value under the 
incentive regulatory 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 provide a basis lor 
tracking the modernization of the telephOne 
network in the future. 

GTEC may provide capital Budget summary 
information on its own format. 

GTEC's interoffice facilities repott need 
not be identical to pacific's but must 
include essentially the same Information. 
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k. Pacific shall provide monthly se~tlement 
data; reported quarterly,. including 
settlement payments to all LECs in the 
state. 

1. The ORA position with regard to repOrts 
detailing market share and other relevant 
market power data for services in .. 
Categories II and 111 is adopted. Howev~ri 
LECs will not be required to report market­
share data of other ptovidersin a market,> 
nOr are they required to provlde data they 
cannot isolate. Market data reports will 
be provided annually, with filings 
regarding categories II and III services,· 
and when recategorization of services is 
requested. 

m. LECs shall proyide tariff imputation 
reports annually as recommended by CACD and 
described in its Workshop II Report, . 
beginning th~ first year aftei"imputatiort 
rules are defined • 

n. Pacific and GTEC shall each submit a rep6rt. . 
detailing the number and typ~ of complaints 
filed against it by competitors monthly 
with annual summaries. . 

o. 

p. 

q. 

Except as noted in Conclusion of Law 49,· 
depreciable assets cited by CACD in its 
Workshop 111 Report as having been 
previously disallowed by this Commission -
shall be removed from LECs' sharable 
earnings fillings, Depreciation or .. 
amortization expenseS of such assets along 
with the associated tax effects should als6 
be disallowed for purposes of calculating 
sharable earnings. 

GTEC'sirtvestment in CentraNet,.although 
falling within CACD's guidelines for 
disallowance, 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 • 
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r. LEes shall continue ~ccountin9for eX'~Il$es 
associat~d with antitrust act1on~ i~ . ~ 
accordance with the current policy o(thi~ 
Commission, which is, to account:foi such', , 
expenses below the line until such time a~ 
the LEC is found innocent of 
anticompetitive behavior. 

s. Exc~Pt as noted in Conclusion of L~w 48 bt 
as maybe determined in the future by this 
commission, ratemaking adjustments are 
inappropriate in sharable earnings 
calculations. 

t. The form agreed upon by ~orksh6p _ 
participants is adopted for Arinualsharabl6 
earnings filings until modified informally 
by CACD or formally this Commission. 

u. The definition of earnings for use ,in the 
annual earnings calculations is that 
r~C<)Irun€mded by the CACD Workshop III 
Report. 

v. The rate base components and procedures " 
(excluding below-the-line services)­
recommended by CACD shall be used in the 
annual earnings calculations. 

w. Future penalties imposed on LECs will be 
implemented pursuant to determinations in 
further orders of this Cowmlssion as 
individual circumstances dictate. 

'4. Two copies of e~ch monitoring report shall be sent to the 
CACO LEC Monitoring coordinator and two copies shallaisobe sent 
to th~ Director of DRA. 

5. CACD and the LECs shall continue with efforts to 
streamline reporting requirements. 

6. CACO shall produce, at- the commencement of the i99~-NRF 
review, a written assessment explaIning who prepares each 
monit6ring report the utilities provide to our staff, and what 
purpose each of these reports serves for the utility and for the 
staff. ' CACD's assessment shall recommend which monitoring reports, 
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if any, should beeliminat'ed. ORA, the Exe.~utive o1'\1i5ion, th~ 
Safety Division, the Office of the Public Advisotf the Consumer 
Aff~lrs BrA~chj and the utilities Ah~11 prbvide to c~cfi the 
information it needs to develop'its assessment and recommendation. 

7. pacific and GTEC 'shallwork with CACO to develop the' 
hardware and software necessary to create a direct computer link 
with CACD. Pacific and GTEC may recover their nonrecurring 'costs 
of setting up this computer link through a Z factor adjustment in 
the next price cap filing after the one-time start up costs ate 
incurred and known. This computer link will be accessed only by 

CACD and DRA. 
S. Within 60 days after the effective date of thisorder, 

Pacific and GTEC may file motions for protective orders, along with 
their respective monitoring reports, seeking to Iireclude access to 
highly restricted proprietary information. 1£ necessary, the .. ' 
assigned administratiVe law judge will schedule a hearing to take 
fu.ttheroral argument or testimony Oil the motions; after having·.· 
reviewed all tim~lY filed responses thereto. All mOnitoring 
information shall be considered nonproprietary if no protective 
order is issued after this hearing proCess. 

9. CACO is hereby directed to place one copy of. each of the 
three workshop reports, together with any and all opening and repl1 
comments received relative to each of the reports, in the formal 
file of this proceeding (1.87-11-033). 

10. GTEC And pacifio shall file their respective annual 
sharable earnings calculations 1990 in accordance with this order 
on or before August 23, 1991. 

This order is ef.fective today. 
Dated July 24, 1991, at san Francisco, California. 

(END OF APPENDIX A) 


