Decision 83 05 081 AUG 17 1885

BEFORE TEE PUBLIC UTILITIES CCMMISSION OF THE STATE OF CALIFORNIA
In the Matter of the Application
of CONTINENTAL TELEPHONE COMPANY
OF CALIFQRNIA, a c¢orporation, for
authority to in¢rease certain
intrastate rates and charges
applicable to telephone service
furnished within the State 0of
California.

Applicasion 82-01-01

[N L P N L P P AT W

ORDER MODIFYING DECISION 82-12-0%5
AND DENYING REZTARING

Continental Telephone Company of Califoraia (Contizental)
has filed azn applicatiozn for rehearing and an azeadment thereto of
Decision 82-12-045. We nave considered each and every allegation

T error in these £ilings aznd are of the opinion that good cause
for granting reheariag has no:t been shown. Zowever, we are
persuacded that certalin nodifications Lo the decision should de
made, as discussed below.

Continental first requests that D.382=12-045 hHe modified
to correct a miscalceculation in the test-year 1683 estizmate of
revenue requirezent caused by use of an izngorrect figure for
expensing station connections. We agree that S ¢orrection
on should show 2

-t d
should Ye made. Table 3 on page 2L of the deciss
total company adjustment of $3,5017,000 aznd an intrasta

adjustment of $2,864,000, which adiuctments produce an addisional

revenue requirement of $437,000.
’

Secondly, Continental points out that the table on page
34 of the decision reflects a deferred amount of $727,000 for
possidle normalization due %0 certain depreciation rate changes
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which might be effective prior to January 1, 1983. An FCC
decision has largely mooted this issue and has made $661,000 of
that amount availadle for the balancing account. This change will
be incorporated.

We do not consider meritorious Continental's requests for
additional rate relief in 1983 due to FCC action affecting
separations and settlements revenues: ¢consequently, we will deny
these requests. To do otherwise would seriously and without due
Justification contravene our test year concept of ratemaking.

However, we recognize that the magnitude of the
settlement revenue loss to Continental as a result of the FCC's
represcription of the Pacific Telephone and Telegraph Company's
(Pacific) depreciation rates will be substantial and ongoing. We
will, therefore, allow Continental to fnclude %n <ts 1984
attrition advice letter a request for an allowance reflecting the
effect of Pacific's depreciation increase on Continental’'s 1984
settlement revenues. As with a similar allowance granted to the
General Telephone Company on June 29, 1983 (Resolution No. T-
10712), any attrition allowance granted to Continental for this
purpose shall be made subject to refund, pending Commission action
on Pacific's proposed increased depreciation rates in A.82=11~07,
Pacific's current general rate case,

Before leaving this subject, we caution Continental that
requests for rate reliefl such as £t has made in this application
for rehearing are not appropriate subjects for a petition for
rehearing. We remind Continental that changes to 2 decision are
to be sought through a petition for modification, an advice letter
or a new application.

Finally, we are not persuaded that Continental's
balanc¢ing account should remain open. We reiterate our intent
that 1t be closed as called for in D.82-12-045.
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Therefore,
I7 IS ORDERED that D.82~72-045 s modified as follows:
Fi

Tindd odified to read:

"The adopted results ¢of operations set forth in
Table 2, as mocdified to reflect the acjustzents
nade 1z this QOrcer on expensing station
connections, reasonadbly Lnandicate Continental's
operations for test year 1683 at present

- "
raves.

"Based on our acdopted rate of return of 12.91%,
iatrastate rate base of $262,860,000, and the
net-to=-gross zultiplier of 7.9, Continental's
iaereased gross revenue requirement is
$17,272,000,"

New Finding 162 is added to read:

"Cue to a recent decision of the FCC, 3661,000
£ the defarred amount Iz the Dalancing account
i3 now availadle to contriduste ¢0 the 1983 and
1934 offsets of Continental's new revenue
requirement. "™

Conclusion of Law 5 is nmodified o read:

"Continental should be authorized to file 2an
advice letter on Qc4odber 3, 1983 to establish a
surcharge o2 local access customer billing to
yield an increase in customer bdilling for 7084
to mateh the 1984 atirition allowance. The
attrition allowance should be dbased on the
methodology set out %in Tables 5 and 6, updated
to reflect the latest estimates of lador
escalation, noalabor escalation, payroll taxes,
and revenue growth. The atericion allowance
should also reflect the negative effect of
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Pacific's higher depreciation rates as set by
the FCC on Continental’'s 1984 setilement
revenues., 7This latter allowance .should be =zade
subjeect t¢ refund peading the outecoze of
Pacific's proposed inereased intrastate
depreciation rates, an issue %0 be decided in
A.82-11=-07, Pacific's current general rate
application. Acerued interest oz %the bdbalancin
account amounts, including the deferred
amounts, for years 1683 and 1984 will ke
applied as an 0ffset £0 the calculated
attrition allowance. Such advice letter filing
should not become effe¢tive prior ©o January 1,
1984 and shall be subject to staff reviews and
authorization by Cozmission resolution.”

Conclusion of Law 6 iz nodified %o read:

e gy

"Continental should terminate as ¢of Decexber
31, 1982 the negative bDilling surcharge
estadblisned by D.93267 as modified dy D.92655
t0 provide 2 dalancing account. An azmount of
$518,00C £s o be held in the account pending
disposition of zmiaimum normalization issues.
The dalance, $8,748,000 (adjusted for fimal
eatries and accrued interest), shall de
refunded as provided herein."

New Conclusion of Law 7 is adcded to read:

"Onece a general rate decision is issued,
20% proper To gseek modification, includin
further rate adjustiments, of a non-legal
nature, through a petition Lor rehrearing. Such
request nust De made through petitions for
nodification, advice letters, or new
applications.”

it i=
g
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-

7. Ordering Paragraph 12 1%

"Continental Ls authorized to later
than October 2, 1983 an advice for an
atserition allowance to be effecti Jazuary 1,
1984 subject Lo staff review and Commission
authorization by resolution. Sueh aterition
allowance shall be based on the methodology ses
out in Tables 5 and 6 updated Lo reflect the
latest estimates of lador escalation, nonlador
escalation, payroll taxes, aad revenue growsh.
Such allowance shall also reflect the negative
effect of Pacific's nigher depreciation rates
a8 set by the FCC on Continental's 108L
settlenent revenues. This latter allowance
shall be nade sudject to refund pending the
outcone of Pacific’'s proposed inereased
intrastate depreciation rates, an Lissue £o0 de
cdecided in A.82-11=07, Pacific's current
general rate application. Accrued interest on
the balaneing account amount estimated for
years 1983 and 19084 and cdeferred amounts, if
any, will be applied as an offset o %Zhe
calculated aterition allowance. 7The asttristion
allowance for 1984 shall bYe implemented dy the
establishment ¢of a local access customer
billing surcharge. Continental’s advice letier
filing for a 1984 ateirition allowance shall
iaclude, as an attackment, a showing of the
development of the local access billing
surcharge.”

Z7 IS FURTHER ORDERED that rehearing of D.32=12=045 as

herein 1s denied.

This order is ef?

Dated o ¢t San Francisco,
California.

VICTOR CALVO

PRISCILIA C. GREW
1 CERTITY TRAT TRIS DICISTON DONAZD TIAL
VIAS ABT.ITD BY TEZ ABOVE B emors
COMISSICHTLS TODAY. Cozmizss

:Jommu'ssioncr Leonard M, Crimes, Jr

neiag necessarily absent did
Participate, i o
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which might be effective prior %o Jaanuary 1, 10€3. An FCC
decision has largely mooted this issue and has made $661,000 of
tnat amount availadble for the dalancing account. 7This change will
be Lacorporated.

wWe 40 not consider meritorious Continental's requests for
additional rate relief Zn 1083 z0 FCC action affecting
separations and settilements revenues; consequently, we will deay
these requests. To do otherwise would seriously and without due
Justification contravene our test year concept of ratemaxing.

However, we recognize that the magnitude of the
setilement revenue loss to Contineatal as a result of the FCC's
represeription of the Pacific Telephone and Telegraph Company's
(RPacific) depreciation rates will be substantial and ongoing. We
will, therefore, allow Continental to include in %ts 1984

attrition adv.ce letter 3 request for az a%&pwance reflecting the
ffect of Pacific's depreciation ‘ncreéis/on Continental's 1984
Qs

settlement revenues. As with a sizil lowange granted to k
General Telephone Company on June 2°f11983 (Resolution No.

10712), any attrition all ranted to Continental for this
purpose shall be made sudject £0 refund, pendinzng Commission action
on Pacific's proposed incredsed depreclation rates fn A.82-71~07,
Pacific's current general/rate ¢ase.

Before leaving this sudbject, we caution Continental tkat
requests for rate re £ such as it has made ia this application
for rehearing a*j/cou appropriate subjects for a petition for
rehearing. We/pe ind Continental ¢hav changes %0 a ¢ecision are
to be sought rhrough 2 petition for modification, an advice letter
or a new application.

Finally, we are not persuaded that Contineatal's

balancing aceount should remaliz open. We relterate oUl) intent
that 1t be closed as called for in D.82-12-045.

D474




