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Decision No. 83 f;i 023 JUL 201983 

BEFORE THE PUBLIC O!!L!!IfS CO~MIS~!ON OF !FF STATE OF CAL:FORN!A 

!n the Matte~ of tbe Ap~1~cat1on of ) 
THE PACIFIC TELEPHONE AND !ELEGPAPH ) 
CO~PANY~ a corporation, ro~ 3utho~1ty ) 
to 1ncre~s~ ce~tain int~ast2te ~ates ) 
and charges ~pp11cable to tele~hone ) 
servic~s furn1sh~d within the State ) 
of California due to increased ) 
depreciation expense. ) 

---------------------------------) ) 
Tn the Matter of the }pplica~10n of ) 
THE PACIFIC TELEPHONE AND TELEGFA?F ) 
CO~PA~Y, a corporat~on, r¢~ authority ) 
to inc~ease certain intrastate rates ) 
a~d ch3rg~s ~~pl1cable to telephone ) 
s~rvices furnisbed within the State ) 
of California. ) 

---------------------------------) ) 
Investigation on the Commission's ) 
own motion i~to the rates, tolls, ) 
rules, charges, oper~tions, costs, ) 
seperations, inter-co~pany settle- ) 
ments, contracts, serVice, and ) 
facilities of THE P~C!F!C TELEPHONE ) 
AND TELEGRAPP. CO~?ANY, a Californi~ ) 
corpo~at1on; and of all the telephone ) 
corpor3tions listed in App~nd1x A, ) 
attached h~~eto. ) 

----------------------------------) 
!~'!'ER!M ORDER 

App!ication No. 82-11-07 

Application No. 8:-01-22 

er: No. PZ-04-02 

!t has c~me to our attention that, as or Janu~~y 1, 198: 
PaCific Telephone and Teleg~aph Co. (P~cific) h~s be~n boo~1ng its 
d~preci3tion expenses for settlem~nt pu~poses at the r~tes set down in 
1982 by the Feee~al COQQunicat1ons Comeission (FCC) even though the 
r~asonableness of those ~ates has not been deter~ined by us and iz, in 
fact, an issue in Application No. 82-11-07 which W3S consolidated with 
this proceeding. 
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By its Advice Letter No. ~799 we ~re informed by General 
Telephone Company of California (General) that the effect of Pacific's 
action will be to reduce General's settlement revenues by approximately 
$31 million for the year 1983. Its effeet on other California 
telephone utilities is, as yet, undetermined. We consider this ~ 
significant and substantial change which will affect the earnings of 
all California telephone utilities and, as such, must be dealt 
?ursuant to our ratemaking authority. 

If any respondent hereto is of the opinion that the current 
settlement contracts between Pacific and other telephone utilities are 
beyond our jurisdiction or that, for any other reason, PacifiC may 
implement such changes in its depreciation expenses without our 
authority, we remind such parties of our conclusion in In re Pacific 
Te1e. & Telc. Co., 69 CPUC 53, review denied, S.P. No. 226~5, that 
our authority over settlement contracts and the just and reasonable 
~ates and practices to be followed by the parties thereto is derived 
from Sections 451,701,728,725 and 761 of the Public Utilities Code. 

In view of the above, by this decision we order that the 
increased settlement revenues already obtained by Pacific since January 
1, 1983 as 2 result of its unauthorized bookings are subject to 
adjustment pending our decision on the reasonableness of the increased 
depreciation rates. Furthermore, any future revenues sO derived are· 
likewise collected subject to adjustment. 
Findings of Fact: 

1. Since January 1, 1ge3 Pacific has been booking incre~sed 
depreciation expenses pursuant to current FCC rates. 

2. Those rates and the current settle:ent contracts between 
?acific ~nd other California telephone utilities have never been 
approved by this Commission. 
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3. From the estimates f~rnishe~ us in General's A~vice Letter 
No. 4799 it is reasonpble to conclude that Pacific's booking practice 
is havin~ and will con~inue to have a signiric~nt effect on the 
revenues of Pacific and the other telephone utilities. 

u. The reasonableness. or the FCC d~preciatio~ rates is an issue 
in A.B2-i1.07. 
Conclusions or Law: 

1. Respcndents hereto should bav~ an opportunity to rile briefs 
on the Question of our jurisdiction over settlement contracts between 
Calirornia t~lephone utilities and our aut~or1:y to or~er adjust:ents 
be made to expenses book~d by Pacific when such contracts or the level 
of expen~es booked pursu~nt thereto have not been approvee or found 
reasonable by this Commission. 

2. This order should be effective iomed1ately so th~ public 
interest in just and reasonable telephone rates can be maintaine~. 

Tberefore, good cause appearing, 
IT IS ORDERED that: 

1. Pending further order of this Co~m1sz10n, the increased 
revenues to Pacific resulting from its booking increased depreciation 
exp~nses for settle~ent purpos~s are subj~ct to adjustm~nt both 
prospectively and from th~ date suoh revenues have already b~~n 
collected. 
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2. Any respondent desiring to file a brief on the issues 
delineated in Conclusion of Law No. 2 above and any other issues 
relevant thereto shall file such a brief ?O days after the date of th1~ 
order. 

This order is effective today. 
Dated JUL 20 1985 , at S3:'l Francisco, Calirorn1~. 
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By its Advice Letter No. ~199 we are informed by General 
Telephone Compcny of California (General) that the effect of Pacific's 
action will be to reduce Gene~al's settlement revenue~ ~y approxicately 
$31 million for the year 1983. Its effect on other California 
telephone utilities is, as yet, undetermined. We consider this a 
significant and substantial change ~hich will affect the earnings of 
all California telephone utilities and, as such, must be dealt with 
pursuant to our ratemaking autbority. 

rf any respondent hereto is of the opinion that the current 
settlement contracts between Pacific and other telephone utilities are 
beyond our jurisdiction or that, for any other reason, Pacific may 
implement such changes in its depreciation expenses wit~ut our 

~ ,,;--authority, we r-emind such parties/f our conclusion in I'tI'l re Pacific 
Tele. ~ Tele. Co., 69 cpue 53, ~eview denied, S.F. No. 226U5, that 
our authority over settlemenyeontracts and the just and reasonable 

~ rates and practices to be /~llowed by the parties thereto is derived 
from Sections U51, 701,~~8, 725 and 161 of the Public Utilities Code. 

In view of t~' above, by this decision we order that the 
increased settlemen~evenues already obtained by Pacific since January 

/ 
" 198; as a resu~ of its unauthorized bookings are subject to 

~ adjustmen~ pending our decision on the ~easonable~ess of the i~creased 
~ depreci2t~3tes. Furthermore, any ~~t~re revenu~s so de~ived are 

likewise collected subject to adjustment. 
Findings of F2ct: 

1. Since January 1, 1983 PaCific has been bookin~ incr~ased 
depreCiation expenses pursuant to current FCC rates. 

2. Those r~tes and the current settlement contracts betweeI'l 
Pacific and other California telephone utilities have never been 
approved by this Commission. 
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