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EX-S 

Decision No. 90766 AUG28J~ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
" 

In the Matter of the Application of 
The Pacific Telephone and Telegraph 
Company, a corporation, tor,telephone 
serVice rate increases to cover 1n
c:oeased costs in.proVidinl; telephone 
service .. 

) 
) 
), 

@ [ffiU~·~IM.lt 
Application No. 5$492::'," .. ' 

) 
) 
) 

----------------------------------) ) ~,;.' 

Investigation on the Com.'"Tl1ssion' sown ) 
motion into the rates> tolls, rules, ) 
charges, operations) costs, separations, ) 
1.."'lter-company settlements, contracts, ) 
serVice, and facilities o:f" THE, PACIFIC ) 
TELEPHONE A.'ID' TELEGRAl?H COMP A..~y ,a ) , 
Cali!ornia corporation; and ot all tb~e ) 
telephone'corpora.tions listed in Appendix) 
A, attached hereto .. , ) 

----------------------------------) 

Case No .. 10001 

ORDER MODIFYING DECISION NO .. 90352 ' 
AND DENYING' REHEARING 

" 
'r 
' .. 
" .' 

. , 
i~ 

Pacific Telephone and Telegraph Company has :f1leda'pet1t.10n" ,;;,~-:'",,'V 

rehe~ring or Decision No. 90352.. The Commission has, e:on;idered" 
each and, every allegat.10n contained there:tnand 1:s of the OP1~16d', 

. , ," 

that the deciSion should be modified, but rehea.ring den1ed~'::' 
IT. IS ORDERED t1iat~ the. following d1s.cuss10n is, 1nse:r:-ted on' 

~.1meo page 46, following line 28: 

Pacific presented Dr. NetS:chert..., who testif.'ied 
that)~ based on his familiarity with, research and : . 
development activ:tties. */ in the electriC a.."'l.d gas. 
indust:r:-ies, he has determined that the'ut1l1ty" 
indus,tries cannot rely on the manu:tact,urers· to 
pert'o:::-m the research and developmentneees.sary . 
to pr¢v1de the1r customers w1th cont1nu1.ng " 
etf1c~1ent, reliable a."'l.d low cost serVice. The' 
ut1l1;t:;:r.es themselves must engage 1r,l. thefund1ng 
of research and development. (EXhibit 300~ pp~ , 
51-52':') , ;' . 

Referred to as research and rkdamental 'deve~opment'e.lsewhere 
in the deciSion. (Mimeo 1'. 24.) 
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IT IS FURTHER ORDERED that the following' discussion 1s 
inserted on Mimeo page 57, . following line 25": 

Dr. Netschert pOints- out that the . utility' ,,' 
industries cannot rely on the manufa.cturers" to , 
proVide necess,ary research and. deve1opment,.The 
need for research and development, has not b'een 
challenged. Reasonable expenses, 'so long ,as' 
theY',are directly and primarily of' benefit, to 
Pacific and its ratepayers have bee,n allowed. 
The, necess-1ty of research and development is 
not material to determining the proper 
allocation of such costs. 

IT IS FURTHER ORDERED that rehearing of Decis10n No .90362 
as herein modified is denied. 

The effective date of this order is the date hereof':., 
DatedAiJ~1979: .I, ) San FranCiS-CO, 'Ca11forn-1a,.,', 

COm::lls31on~r"cl~1reT •. ·:De;';~Ck~:"i,~'.'·,," 
:c.ecosoo.r1ly a.bsen:t:. did.'·no;t::p~,t1ci~~~:'.·." 
~, :the d.1 c~ ai t10XLO;t' th1S:, ilro~eod.1l:lg~,: : 
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Decision Nc:. 90'362 June 5, 1979 

I, ~ .. "~':; .;");' :,",'t ~;l :';~""'0 = .. 
~estigation.on.the_Commission~s: 
0W1l motion into, the :rates~, tol~.),. 
~es~ ... ·charges; 'operations;· costS';" 
separations, inter~ompany.. ~!) ~ ::-:, r 
settlemen.ts~ conttacts, service, 
and facilities ·of-l'BE-PACIFIC··" .... 

~':;,;o~~:2 ~ ~'~-: ~e:,*1\"" 
:)2Z:J~':':': ~o ',x .. rJ..f.N 

..... ~ .. ";.-.~- ...... 

TEU:PHONE· AND '!EI.EGRAPR COMPANY;,~. , 
a California corporation; 'and-of::' 
all the';'telephone" corporations- ... -
list~iu Appendix.A, .attached:. 
hereto.", 
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Decision No. 90,62 June 5, 1979 

BEF~RE'·:m PUBLIC UTILITIES COMMISSION OF iBl::~n: OF CALIFORNIA. 

In the':'Matter ·of·the·App1icatiOi1~· 
of Tbe·.~Paeif:tc Telepbcm.e and ~';.'+" 
Telegraph eompany; . a ~ corPoration;";' 
for telephone -service -%ate. :;~t:, ... 
inc:eases to cover .. 1ncreasect.. ,....-. '" '. ~ 
costs in prmd!ng ~ telephOne(~·~~;'>_.J. 
service. . .... \10 ..... _ ~::O":::,D;:~ 

1'".;" ..... _~_~ .. ~.j .. "",,,",,tI¥ 

'~J:~; 0= ?.~"):?':","~'C:. 
Investigation.~.the.Comm1ssion~s: 
own motion into the :rates:. tol.a., .. 
rales:. .... c:barges; ·operations;· costs;' 
separations:. inter~ompany.. ~ ~;; 2 s~: 
settlements~ eoutrac:ts, service~ 
and facil1t1es ·of*TB!.-PAcn"IC· •... 
l'El'..EPHONE AND TELEGRAPR COMP~~ . 
a california eoxporation; and-'of
all the-telephone·corpor.at1ons·~·· 
listed.~1n Appendix.A, .attached· •... 
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A.S5492, C.1000l ks 

.f. < •• l •• ,. 

-. ,', ~T 

, " .. In ~~~' .~~~~~X: .~~.~~<:~~~ .~~~':~St3~~~:S%~:)t~~%;~?.cj~~~ . \ 
System li cense contract.. The basi c question before us is: How , 
::ucb.:<i£ t!l.e S'UIllS 'Pa::i:d: "by The 'Pa:o:ttc -TeJ:epholle-f"~&~Te17eirapJX coiiiP:~y.": 
(Pacif!c) to the .Ametican .Telephone .and .TelegJ:a.pb. .. Company. .. cA.'X&~") ;:;:ZCfiO 

under toile li cense contract are reasonably and properly charged to 
the :-atepayer? 

Application No. 55492 is an application for general rate 
, , 

relief. case No. 10001 is an investigation into; P'acific,'s, rates 
and practices wbich bas been consolidated with Application No.' 554.92 
s~.nce its inception. We have already issued. our basic rate order , 
in t.bis· proceeding (Decision No. S$2;Z' dated December 13, 1977, 
____ CPTJ'C ). ~ (Wri ~ dellied.) The ratesprescri bed in 
that decision are subject to refund pending o'Or: final determination 
of license contract issues, and otb.er matters)/ , ' 

Inters.tate-intrast.ate separation· of toll revenues, wbi cn is, the' 
subject of separate hearings in this proceeding, and certain taX 
issues wbich are the subject of other pro,ceed:tngs .• 

-Z-
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1" .... ,),-'._ •• ~" .. ~"'_ ,"",~.:... ..... .,.. ____ .".._ ............ _ ~ .... ,.., .. -rI"".-;,.,,. ~:~r..." ........ .c . ....:..... ..t,."'e,...·,....:,.. 'J' .. 
.... ~ .... J.. _ •. - ..... " ..... , __ ~'.I .. L .. ' .... -'~ .......... \ .... ·O:> _Tc.,..,,~.J.,..-. ..., ... ~9~!, . .t ... e "';"ofIo..!,. ,.v_,,:, .. ~_ D:)=~';2 z.z.. 

.. ~ .. - . -- , .. , .-.~ .... -_...-.-.. .... _... ... '., ..... " ..., , '" .. ,.- ..... ,~ ... ~ ..... 

:., ~ ~.'::: ~::Certa.1n·:llc:ense.=eontract: is8Ue$.).were:>.ded.ded~dnl~Dedsion-5: :':'::'w 

NC)~:.'·3823Z for~"Ute-setting,:pw:po8es!:,a.t'.)tba~time.:'!Insofar::&8J(adc1.£ti,otlal 

evidence::::on~:·these.poilits-:Wa;s.::offered dttdng: .the.yhearings)~cal:ly;v::1: 
devoted ':tc> :ttcense-7.cOtI:trac:t::problems.;. these:~ .subj;ec:ts:. ~J;: ~e' :reexamined":-

'. .... 
Hearings .:devoted· exelus:tvely·: .. t~·., license:: contrac:t::-i:s:sues,,:.were ..:he lcI:be fore 

Admi'n'!'st:ra1:1ve;:t;a:w Judge:)Donald::C. Meattey:;·on ~va:ri:ouS!~da.tt!!$~.£rom 2~)'::.c!:·v~'! 

october ~26~-;';i~977-·:to;Aprll:c19·;'<::197S.: ::F1x2&l; ·brle£s .were:;submi,tted'dn-=~~:'':'b .. 

!he evidence and testimony are voluminous. Notw1thstand:tugs:.:.::r~ 

the mPortatice -:o£::c.e~subjec:t~matter;~.tb.e):des~i:tpt::tOtis>::of:cthe::issues;~ 
tl:ie~. maen:Ce~=:and\:;:the c:ontentions':or::t:b:e)l'4rt::te~;mas:t:'be;::&ctltel'Y=o~ ~,::::: 
tttm.ca.ted i£. tb:Ls decision is to be kept to· reason&ble :::!ength;, :::'Tables.;:.: 

c:barts~ and quotations Wilt2~emploieQ;:otilyT.when::eSaential~ but 
references to the":'eihib1ts'i;'; the:·.testimOny.:,~ :.nQ:cthe>;a;rgUm"ents will be 

given :in SU££icieut-deta::tl-'for~yOtte~Sh±ng-to-ac:derstand the subject / 
in greater"depth. thm':::C:8ii-::'be presented :n:tlwi~ this opinion •. 

'----' :'i£~-::;'~ PRINCIPI.E~Alm~GAI. ISSUES 2-:t 

A. History of the. License COntract ~;,~.~:;;, ~.,~ ~: ;~;'~ 
AT&T is.:the parent company ~f~ :the: ::a-ell System, whiCh consists 

of 23 operating t~iePhone companies (O~Cs.f·;Ser.nng all or~pUt of every 
- '~ • J''''' "''-~'''' (: \. '- '.t k', 'or:!,;/ r,:' ~ 

state but Hawaii. anc1\Alaska •. All butifourCof.:the mes are\'wholly 
".::-, ;, ,'. i\ \ -- '":" ':' ',.\ "" ·M .... ,. ... '" 

owned by AT&l:. AT&T~owns approx1mate'J.Y:"9:0:~ercent of Pacific's common 
• ~T .... , '_ ...... ...., '"( ' ... ~ ...... 1 .. ,. -"'- ~ -" \ -.:._ 

stock. AT&T alsO-: 0wD.S the Westexn EleCtric ~COmpany (jlestel:11l Electric). 
~ ',,... :,~~ ... /"'t ........ ""',... ''!''''''~)r 

AT&T and Weste%1l Electr.tc jointly ~:;3el1:~eI~phone Labora~or1e's ('Bel~ 
- • ~. , .......... r:\'_.)( ..... - ..... \ ...... -

!.abs) • AT&T' s I.oiig~ Unes Department <D'ia'nages!?the interstate~network for 
the :sell System. . - .... .' -.- . , ., ...... _., .......... -~ ,-

-,'·--3-



A.55492~ C.10. km/ks . . 

Ever since the early years of this century :tt has beenAT&1:' s 
decision to centralize research and certain services.. The first 
license contract containing provisions similar to· tbe present contract 
was signed in 1918. The present license contract provides thatAT&1: 
will ful:ti:tSh: ::.the':-¢~..a:dv.1ee::aucL~~is tauce:on:m&t:te1:s:;Pex:ta:bll:ng to the 
telephone':.busineSs;;";:and wi:lJ:; pxosecutezconti:n'a,o~l"1':fundamenta~ x:e:~'r~h:,Z 

invesi:tga.tion':and';:.experi:menta t.ion::.:i:n .te-3:ecomrnnni"Ca;t:i;~~. !maldng:.,tb.e,!7Q>b'::v!ii 

bene£i"ts:~or suCh: .zeseaxch:, .avai:l.abrle to:::the'oOT,Cs~~-::::erior ~,t~!~to~ :l:~c".*::.~ 
19'74 .;,~the "'J:ic:ens.ee:.!compam.~!~paid..--; One.::perc~t~o£0thed;r; a~::J~u'SJt:.~ <:;;=1-;:$.')'::-: 

-revenues for:Sexv.:ices;;;:oo:-::tbe }eon;ract:; .. S1nee:.:then:g~e ... payme.ut:::ba.S!';,~~n.-b.!. 
determinecL:by.::an::.a.m:mal. A:r&t: :s=d.y.;:'of lieens~e c:on~x:~~:t cCos:ts!.:w¥,~ '::!:tCo:':,O 
allocates the payments on a monthly basis ,among the OTCs ~~1?'i~~2AA,!'=s2 

, . , ... 

Cha:pt"e",-,'"'''' ~,-......... ''"I'~t'''\ .. ". -.''' ....... -~ .. - .. ~,...,~ •• """ .... ~ ~ ... .,.."..,;,...~ ........... ~~ t.,.~".,... ~ ",,',.- .,,..~ .' , ........ ·.~f .......... ,... _ y..., ..,-' I. _ ..... _ V---..._--"_ v .. __ ..,fI \. ....... ' .. "---"" rt • .-."".. ,tJIIi#l........... ..;;" ~::rs~.;:v'!:.) ..;.~.::.. 

~ ~::::.:..':: 2..:;In:.<:onnee.ei'OD:. f.~th~,:.the.):l;ic~~~ .e9.n~~c:t;,:ge~~;a~~Y,.,,:.c?E_~~=-= 0:':::-, '. " ,. ' 

the Commi:S'sj,'On¥:s ~cottCer:ns~~ba:s:,.~en::th~r~p:i~~,gr~~tJ;? C?,;~P~f~C;=~~~~~",,~ 
under~the contra. et:--. ~ r:·"·,'-''''''''' """- ....... -1'"',.,.; .",,,..- "., ..... ." ' • .-,., ~''':'' ~~;... .,. ~ • ..r ... :::,~. " ... , ...... ~""_~...,_ 

'. _' , .. - ... '1 ...... , ... .... ",... ... ~,.;;.t_ ~ .... , ... ,":'.-..,1 ... ~ __ .... '''''wt \0, __ .'.'-!_"'~""' __ ~""" "'--.~..", .......... .,..,_~_..........,,,....-...._w 

2/ The OTCs in the United States plus Bell of canada. In January 1975-, 
AT&T disposed of the remainder of its Bell of Canada' stock and. the 
canadian company is no longer a ~~cense contract.,~;~1;ory. 1m.' .' .. 
allocation is also made to AT&T"s tong tines D~pa.r,ttlent, (see Exhibit 
7::r).';. .. . 
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* ::~\ :::::~ .3':.::> ~S:~,~".A 
.~. 

'!he above figures are from Table oc:~6~wbi.-Cb.:JwU Px"epiu:e<L.· J 

be£"ore:::th~ -rec*d~c:-i9-77': ~iFe: ~or=~c~'N~7614 was-=ava'ilS.ble. We 

take': notic::e:~ 1:llB.1;. thiS::recorciea: f:rgare;':uOW:: on'" ftl.i Witli~us1 ~iila:rcates~i~:)~~ 
Pacifiei:s':'~977 l!CenS"e::'e~~act-~paymentfa~'$'6~41i~·ooo~ ~:1'4:;iQ-lCper(:ent"'c 
increase over 1~i6:':'r:For:l~77';.;this=8:il:iimts '1:0":'2:;08: .perC'en1:2: ofS\Pad..fi:e"~$:::::~ 

~. - , '., 'f" .. 0 .... .... ... '. 

operatiuS:~es;'::'tnc:l",diIi8 taies~,:, ... ·'.::..;:;) ;~_;;::t:)l=O:'~)':': ::'::;:r.::;::;: ~),7".: 

3:. Prl.or~ia.te Treatment ;o:e=:tile'::Li:cens~'coii~ac:~~/~ '(C ;:'~'2~ ~~b.:::..~:: ::~;~,':::·~-;c~ 
.. ' :. , .... :. -:: :: ~A"'b:rief~ ~'of ;'oar prlor:;~ticisio~~ncrihis:.-~j:ec't-:~::::::'c~:)~ 

~ .... , •• ",:-, _ .... - :".',,... . ~ __ .,"~,- __ ",:, .... ~ ........... __ ." ..... , .. , ....... ", .",.~,I'" .. ~ .... ,.,,.t ...... ...... ~,_ 7 ...... 1--("1' ... ~,'~,..,., .... ,. ;' ~ "'. '*') .... ~ ... 

appears -:tn~Exhi'b':tt 2S5~·'Cbapter' 1-. ~''''As.-·mentioned''' :tn-Dee'ision;:;;'N();'~'88232"';"'" 
" ,~_~ .. ',." ........ !._r ", '/",,'",,_, ..... "'("~" -.. "': .r.,,'" ..... ' ....... ,.~"7" ..... (,.. ..... -,..~ .. -f.--- ~ _ ......... ,.,..,.~ ~~",. ..,.,..(" ""',...",.~..:.'~,"""...., ...... "'(A~-

. (slip' 'opi.ri!on~'· p;,. .. 71:Y;''''our' l:teense'- contta'ct"'adj't'tstmeut'" 110W'" "cons1:s.t's'" ·of..l··¥ 
(1) a 6.04 perC:~~t'>£actor ~appl1:ed':to~·adj~'t ·the~1.::.r:e~tiS~ ~~ti·iC:2c: C~. ::~-:. 
exPense~'(io~waid":=tc? :Cover~ what-' ~i' :cieemed~~identi'i:table'n:~vest&r 

~ ''' .. ".- ,.,.' .. ".'-,-.,--""" .. ,..,. ,. ' .... _.,,. ....... ,- ...... ~) ... - • ." ... ~ .... ~ __ .":,. ....... _ ..... ,., ....... -1 .. "" .. - r l.; .. ( ..... ':.."",,II:.-..t"""- ~.,t':..:(>o,,:,,~ .. :;~ 

. related" expenses~ and -(2)"' a' -7".'25 percent~ downws-rd -adjustment"';'·deem.ed ... - ......... 
to: -elimi·"'ate:'·"imid~ti.£ia.bten;:::tmiestor ~r~l.:ited:: "exPenses;:·~r~?operatGig. 0:= 
·eXp~es> -ultiinat'eii cl.lal:ged:-:1:~ ~·the. Tite~ye-i/:: c:c;:::,.\~-.:(,~~::: ~;'::::: . j O~:,'"; :;:~oo 

':' ~. - ::·.n;~ "~':;'11ies~: ~rcen"iagei"dj~tmei1ts)~r~part:tculiriY:·the:; 'fafte:~,o were -;;c 

appl:ted~ ~ :tb.~' 'absen~eW:o'£ a::"detailed~ 'Study :'c;r :al~l::1iMi'es:·~~ tbe:: ~l::Xc~~ 
contract':-:' !.D. ~li{s .prO:C-ee.nrig; two .. -sta7:f f!'Witnesses";: ·~loycrJ~C:numpbre~~·:-:·;.~ 
a.hcr· "Xb.Oi:Das' ~']:::;·O:'Roar~;;1iot1f·C?.AS~ ;coitiplete<i;-a ~~ye.tt):stuCl~wh£ch" :::.::2 

iUcl:Ud:ecr'sevel:aJ::'~ie-l~: :tn.pi rto)~:se-1.1xi:abS;, 'Westem':1:r~tr!"~ ~4UQ. :A:T&'r-)~~):: 
iIi' -the:' -New:1'o~'1netrapoll:taIr-:-~~ '~ae:i:£ia (anaYtlle .rOther~-;part:t-es~;wer~,: z 

1'1' ,~ ... I W'I - ~ ,. \ -.'1',,- ,. fI"-. • - to"" ..... " .. .. 
offered 1:he- 'oppott.tin:ttY:..=tci:.p:r:e~ient::..cinrip--rete:..:ev.:rcleiic.:e::.:on ':l,!",(:9ensei!cOritrac:i= 

.".- t ........ "",_, ~ ~:..-:., .,.. ... '" ; • ..,..~_ ,.... ........... ~'\_ .... .... ;.r.:>- ..... _,., .. r .... ,.. r....'-f"! t"'t~ a,Joo .. .,.f""T" ,-,... ........ "j ..... ~~ '0 r:: payments':Oy' Pacific-. ,-' .. - ....... '-_,:,' ... :..>.:... ....... ~:J'~~ ....... , ...,.~ ..... ~c. .. , - .. J-J.l .:.. .... ..; d l, ~I".."\i:. .:) ... 

. ~.~, :::;,~::; :: =.A5i';.JiI:3? b~·app.a%eiii: f'fram ~dlet"ev!-deiiCe,? rio;;:stUay\~::a ciub-jece:d" 

this ~~iex;ca.u=~eve£~aVeJ::i~iZ :rts-\=<ietafl=S.-::O"~levertl:ieIess"j;,r.we :;QowJrJc~!) 
have specific e:vi~ci:? ~cn:i):alf :genera.1.l ::-a..reas:,:for 1hiCb?~I£cense: ::contra-at':; z 
fatidi .iie:;used.~. . ~refou~ ( ::ift-er:;;e' ~ ::Wliite..;er ~Cfjitstiietit--; are 
w~te<t by 'the ("~dence~~ ~the:-rationale"~for ~cp,ercetitige::a"'d~Ustmenis"jc, 
mentioned above;'i:S:'uO-':=longeX: ;pies~t:'.::': ~Tlie;e a:d'jWitlneUt~'rw±ii ~be :-:>':;~C~r.;'l 
eliminated • 

.... ',.....,,~-..,..c'~,t' .-"..,.. 
•• ~~ _ l Jo"''''' _.-../" .......... ~ ...... 



c. " Genera.l Theories .and~ Considerations'" s:'.c;":.:r.:c,,:::~)'::;:. Z!)'::::=.:~.:.::: ~voc.:::. [:~::: 

. ': ,~:Iu.= ~r~er~~~ .£o~t~p~~,.~b.j:~.~~y~;::~l~~,r.].y;,),)~~~P-.l~x~S~~c· 
gene;'.:J.~ly~:~~ ~o.;;~ !lp.~ c.~P.t~i~~:r~.§ t:p.!J:;;y.~;~~l~~t:.;.~~ p~~!?~),::::.:: 
~o.~~~P7~~~ ~?, .. ~-:~~,~~~~:~.d~A~.;~tl;:.g~~.,IeJ!~~:~ ~':1?:a~.:::~::~;:.~ 
sp~~~~~.::~e~ ~!I~~~ ~~~~~ :~~~!~~!1;.J!1c1~!l!~~e~~~.?.i-' ~~",rC::)8:';~''':::\:~.': 

'!he staff recommends disall~~~ ~;.::!:!,~s.pa~:)g~.)e..-E~~· .~~=~.qo 
contract funds used by AT&l": . .for""inv.estor ... x:elated .purposes.. r . .l'hes.e. ~ .... C" '7 __ .... "' __ .. , • ...., ..... _ .......... ...,_ ........... ' ... ~ .... ___ '_I , ....... J. ~'ft~,....,...._ .... ,~_,.:..N~. _,:;) __ ,;" .~ ... 

recommended·.<iisallowances.~ar.e~ . .s.eparate .. £rom :the .. .srta!f~ &:.~fpl:Oauct rer.i'i:ea" .... _ -,." \ .......... _" ...... _¥I' .. _ ... ~ '... ......, .. ,,"""' ..... ''' ___ ''''-. • .................. '.1 _ ..... '..,- _'., " ... " ........ """-.... _ .• ;.. _ ....... __ ' .... • :--.11> 

disallowances ... ~ '~ ?a,cific: do;es"" n~t?\.con~est~ tha.ta.,eXp:en~ .of_:,~e~~f.it ~t,o", ,..,,,..,, 
~,-_~~_ .• ' ..... /PJ __ , ......... _ ..... _ ... _. __ ',.".- ...... __ •• ,_.10.1 ... .... ,.,.. ...... ~...,. ....... \"'-"""~ ....... ,.VV~\O _..,. ....... ...-."iI. ................... _ V--..I~ ........ - .... ... 

th~. ;;~~,<?l~~r;", ~'?-d..: :~.?~ ;P3e:·;~a.:~.:.~!.~:~ S?.?:~~3::~e:::~!-s~,~~~w:f~ .l~!f5':~,,1~e:f?s· 
• t '. , "- ... ,I,... ....' 

as to the. $t~.s: .~pp.lication .o£,:t:his_ . .pr;l.nc~ple .to.,:manY ... ,i.t.eJI1S,. \',,:, " ;' "'\ 
", __ ~_"",,, .• ,,,, __ \,' "-' __ '_ .. ,', ...... w"'., ... ','""'....,; ..... ~ _ .... ......, .... 1' .......... 1.., _ _ w_...,Iw __ ,;. .. -1...; .... -'''-'''1 .L:l\.".'.) .. ..J \~I 

_ Regarding. produet..7.oriente<l.use~ of..l!cense .coJ?tra~,t. ... ftmds<,., the.,.., 
_ ........ '.. _ .. ,...- ...... oJ., ..... -."'."""' .. __ ..... _ • ....,t.,.. _"."J~_f ..... , .... '-~, .. ~ _~ ......... /\ .. ...,,,;.:j....t '-wi ... ;..i __ ·n.""W~J ..... " -.(':..: •• /\,.,. .... ,:;) 

sta£f~.s.premise\.is,. ,tbatcost .. of p~oduet.. development ~i.s; px:operly, cba.r,geable 
......... , ... _ .............. _' ...... ,~ .. - .. " .... , .. .., ......... I\ ... ,'~''''''':,) w#O", ... ~ __ ", "_..j.., ..,I , ..... /' ~., .. "'~ Ir.~"""""'''''''''''''--.!) _' ... I..."JJ, ......... ~_ 

to: .~~s.;.~~~.::~~~; ;~~~ot.)(t .. ~:..:.t?: .;.:':.t:~~r...ers.;j.?"'(.:.t~e:;.~~t~=. vi~:.~~l:..~~~e' 
cont.ract. 1b.is theory appli~~;"~~~~!-f ~e ~unj .. ~.~~~ c~~<!:~t~~.~}:~.!:abs 
or ;one, o~.AT&T) $ .dep8.l:t1Uents.- ... /"The,..s.taff...,argue.s. :that ..il is:,.UIl:%'easonable. to· 

•• _........... f' _,".~ - ...... 10..1 ......... .." - ", .. __ ~ ............ "-'_,..... _ .... ~,. ., w...-v· ...... · ... • .. __ ..... ~* ... _, ,..., 'J,' .... , ... "'''''..,J:) ""'_'''' , ... ~'\~.;,;.i~_ 

~:?~~~~~' ~; ~~~y~:t:S.: ;;~~ ';~~~~_l:: ~~i;;,~~'·~~~v~~P~;.t~j ,(I>!~_c.:.~~z. 
•• 'Of' .... ~ 

wh1~ .. ~g::~~~ .. ~t?:~~.~~~:I ~!--:~o~~~]._t §.ys~ co~~w~~ 
Such ~1ll.~.>:; ;nO:t:.:~~g .ac_~ (~o~~ ,~?:'D.l!.:~~u;:~~o§:f.!.m~ ~~ a~~ 
reseu~ 2:&.l~ .~~~~~.:~~~S ~t5>i.:.1;.h~~p~~d}!e1;:f_~e~"':):::~"?r ... ~g.!-J\,c_oE1PE:"f.s_o~: 
are·_tb.us;~i.,s;t~rt.~~::i?- ~~v~~of)y~~ ~~e~~~S:.':':c~..:~;.~~~f.~y~::=tt;;.;: 
is;,o:u.r:~uty; :~c:1~ Northern: .. Californi& Power . .Aget1cy.-v· . .PUC·c(~'?;)';::5· L~:::::c.' 

3d 370~ 96 Cal Rptt 18, and other eases cited in the .. s;t_~;;'~i ~~.,e~~=,:,;~.(: 
br,ief,.:::_t~ ;st~p .l~~: c,~~)"!:~~ ~o:n :.~~1Egi·(~~~ ~O:E~~e such an' .. ., ... ,., . 

eco~c:ad~?l~ge.::~,~~yor. :~ ~~~ ~l:.~~~i,~;~(!.e~~I\g~~~a;tJ::,,=":t.t!:e <::.3:f.-; 

s~f:t:S;':O-.P:.eni~~::~x:fef .:.a.nd -:S::.~;~~~~~~5.r.:.~<;;:~~6)":':)blv=> =.,::!.:~~c~ e-:n~,::' 
....... The.,ana,lysis _of"the. .. rstaff. witnesSes • ..,.thel:e£ore, att,emp,t,s: no.t......:-. "",, __ , "._. ' __ ... _ ..... r_ ' .. _ ........ ~._ <Ii .............. ,.... .... .,.. ._"' .............. -...J ~" ,",,",_'''111 __ '''' ~_._..." .... ...,. ... __ ... 01."", ___ --'0(..""" ...".J'_~ ...... _1"', ___ _ 

on;Ly;:.~ :f.d~~~_~~~?;,~e~t_ec;~"e~~~s·, ~ ~E:.;i:.~s..J0' ~d"'-s.:~".~P~2S~, 
"product ~r..e~;.~~'~ :~o~~~~, !:~::Sta.~~; ~"~~~~~s~ .::ts.)r~.?c:~e~<;. ~~:::O2::: :m.tr: 
Interconnect and Compath. 

2.! .Pacific, the Commission staff, Toward Utility Rate Normalization 
(TORN), california Interconnect. Association (Interconnect) and 
Compath. Although others requested to- be listed as interested 
f41.rt1es (se!! appea;~ce l;st) only ~g~se~. for. the citie.s~ B~! .. __ . 
~s Angeles, San Diego, and San Francl.sco attended on cert3.l.n· ... 
. days and did not file 'bri"efs;' . AIl' attorney attended' certain hearl'nFis , 
on 'behalf _.of Bell Labs 'but, did Eo_t .·reque~t-·~·§:'-~,!iter. an appe~rance.' 

~ , 
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~ .. :\-: .~'''1 r '"' tC'1" .' ;;:! !J~ .. V~.,i,........... ~\.f_ .. ~' ,."; ...... ~""~'1,,"'"~ .. 1."' ... 
~, 

: .~,;;.: Pacif,1c argue,s, ,ineer':,alia;=.::th.at ~~ staf£.~s-recommendation _ -·Y-'~-' '--"-' -~ .. 
is.~wrong:.as:::a::ma:t:ter of .law:,.:::.p0!nting:rou:t '~~1W!!~~~c::;~;t~t p.~~"~:.::?;~' ' ... : 

"revise:,) the.:,con~ac~l~re~tionships..::~:th~tl:l.~Bel~.:=S~~~y~a~~~~) t~;l-::c.: 
the ,~ent::of our.::juris~i~tion~asoto:;~ic:ens~z~o.'D.~;ra~t::~E~~t~::i~o~.~~t~~ 
to the:...disallowance::o:f~:unreasonable'i exp~ns~s .• , ::: ~(Pacif:i:c",.Tel .. ~.&'-Tel·. Co·.-v, 

PUC (1959); 34 C:: .:~2cL:\$2Z;y 2:1~r = 2d::~1;~seecd;,s~~oJ?) :P,~~;~~~ t"~c . ~.!,:.'Otiz 
- ~ ov 

o~'jno-.brief· pp ... 8-1,3 ., ..... ~-..,.,.- .. , .... ,. ""'--O::"'~~"'" -"" ;:.,.-~ ... ,.... .......... -~ •• ., .. ) .... ,,··f'O .... v,..-', r- 0..'. ""_..,..v _, .'J_~ . .jII ....... J ... .", ... ~_ --'~ ......... ~ ...... _ ..... ..,."-/' ..,,:..;)j~ ....,,j,,,..~ •• w.,)..JI ......... ::'t ... ,.4...1' ._'..J. :J4IIJ. ........ :.1'_ 

~~' =We~ ~~.:: ana.J.yze..:.:the,se:.~ont~~ns ~~~l?-g-:.~ :~d~~u;'::: • z': ~!v!)..: 
~: ol>jec:tiyes:~.J.n:·_this.:1Px:o.c~eding.:. ~pp.1iea.~.ic)J:?.:~~~.??4~~.:';~ ~.:..~~;~c~Er~~~n 
app'lic.ation:;J~Ca.,se:-.N~::.lPOP;l:,~,an,.::.~in~es.~ig~.tic?!'J.:;~o~?~~g~~'~~!l~~~~:::~..c:: 
tariffs~ and practices. The license contract account, h~~!~!,.c;~~ob::l o:~: 
cO'D.trove:rsia.l~;.:itmay ~:,:..,i,~ ~lk.o;le::a~5!~ .o.F,:::~~y.1:~?a.~g;c' s 

results O:f..:~~.:t:~i~<_~~::~~ ·~.~t:.,yeUr ;~~~~,pr8~~~~0~-::'::''::-:::~ ::·,~·~:.{b 
, . -:: ,::-~:.: Our~·p~:·here"r,.;-re~a,r.ding:~e .l:lc.e~~c~~~;~c;,..::?-~..: ~~8.~)~ 

as~,.it",was.;::in dealins::~~ ·the ~,~eS:t:~rnE:le~"t:r.1c:::~dj~~:x?-.t:~ :c:t:e::.2:':0!::'::: ",.:c' 
.. ··scrutinize_~.Paymeu~s be~,eJ.?:·,a£fi11a"t~and:~ to:;..d.i~,ll~:;:s~~::paymen~s;:..t~ 

the ext:ent~ tba.t: .. theY'IPr,imar.i:ly: ~~ef:i~~,,,t1?-e~pa,r,en:tr::~C)rpQra~.ion: ~nd: :L~s:: :::0 

stockbol-dex:S:'.r.ra:ther::.,tha.n-::.tb~::-,~b:sd.diary.':ut,i:litYz,and!.1t~:ra.~e~y~,X:Si,(~:.::.,,;: 

Padfi."C". Tel.-&'" Te-l~',~\-CO-; .v .. PUC::(19pS-'>'::6-2~:,'C :; :2~':!6:34,:-;659~2:;~~.C:al:i~p.trc~ 
l .. ' ... · ... ,~····' _ ..... - ...... ,.,: ,,":,;."' .. """t:"~'-"'" .. ,-~ .. ~-:"'-.- .,~.~ .. L:I ...... ;..,-.-:""',.! ..... ""' .... , A~,."¥"_~r.rror· ,.,.""".-......... .".~ -l"-.." .. C'" ""J~~, .......... _ .',. ", _'wi,'., .. ".J' ........ ___ 'oii'--- ~ ... J._ .... ...i __ ""1 .. .:.. __ !;),,~_ ...... ~,'.Io-". ' .... ~ .... , ..J ..... _ .. ..,/_~_..: ...... "...:J_2'!)'1" _ .. :,,), .............. ' "0+' 

'. _ i I-p 



A.55492,. C.lO~ kmfks 

:. : ~: : ~:.-:W'e:--a:tSa.gree:: ~th the staff !.s£jp g?1~o . .u ~ to-::::the eXt:en,t'i tha t 

it, s~'esiS: :our::respOnsibility is0the'::regu'Iatfon bf, We'ste1"D.':'Electti·cc;~·sG":': 
priceS:7 (as ::clistiilgtdSlied £rOm.::pa:c:rfic~ s:':ra:tes~.: !)'::pac:tfic'l':::tsccorrectz.tha't'l' 
we:" cannot;reVise~<the:BeIl'::-System.:f's,::corporate~reti.tionships~ =QurCt:a.:sk ~:i= 
k..to detemine.:.:J:lot;,;:lmlC::E6of ACc:otm.t:·:674-: clicenser:eontract':"exP!nditure:s, ~:
should be cb4rged to~ebe:·~ratepayer; so'::'ebie wecmay~ ascertain Paci~c-'s ~ 
revenue requirement and set california intrastate- rates- at cbrrect~::":::";.'c'c:;:; 

levels. It:-is~'not: om::::direct objeetiveOtO:>foree--;'theZ'Bel1.2,~tem. to· 
"m8,ke '::netm,nghl prle~;' comparl:Sons":' or=;'to asSure:'~Qependent::manuu(::turers 
that" Western' Eiec':rl~::prices~:are:: c:omputed~~':: tI{eO$.imeooa'si:s:) as-":\tlios~.of~.::. , 

th . d -ar''''-I'''-'~'''' -"..~~",.~......, ........ t· ..... _..,. ••. ,..,.., .... ~ ..... ..,.".."''"\'''" ... ' 4'""1.,~ ... ~i"'\~':.. ... ~,... ...... ,.. ~ .. "...,,. --:).,.!'+~ ....... -, .... e 'l.n ~ etl.t9'"~"~' , __ .,., .... w'..,, __ , __ ·I1< ... _ ... ' .... V....l' .... ,f¥ ... ,,_...,;_' ......... '"- .:.J",4.,_ III'::.,.~·-'~-.,.i....,. ..... ".:i. ';';'''', ... fIIJ- -I.,.\; .... --_ ...... <w' 

:~ . ~When:.dea-liii~:"'Wi:eh aCtU.a-'l£·rates·~::' ,ofZcOUrse:-- an<i ,when~·We:::have';:;O:. 
'0 " 

di%ect prlcing<evidence:before us,';:.I.<;;we:miJ.,. ~cri::re~1.yzrfi:L~lm!1C:<Our' ::'.=J::;~!)-=. 
reSPonsiMlities:::-anaer:: Northern ca:'J..!forc::ta2,power=~genifvvPUC;o supra, 
by seeking: to; e.1.im!nat~' sub!i:rd'izearates'')<1n :tl'le ,Heomp'et1,i:,i'Ve :arear'''~which:'J, 
tend~ 'to" aisC:r.iminate;: against: aO(:ompetit1ve~: :supk>1"i:e~6 ''rf;-;:our~(determ:tnati:on 
on the·: tota];.;li'cense";:contra'ct::pa;meut: whi~~·Shotllcr-~·be<:,a1:loWe'd': £or:;:·~;:~ ~::::. 

ra t'Wk:Lng;,: purposes:;'also=',ass,1s.ts:: :tn=preve1.'it;ing: aUtl'2ompett t'ive:pr.i'e'5i1g;= 2 
sO::'muCh: th~bet,ter;('but,: w~:mUS.t :reeosniZe~:tb'.ii;tlwe haVe. ,no:' 1ilrlsdietfcm.,,:,c: 
to order Western Electric to change its pricing "policies. Nor, at least: 
~;the~~ abSence::'of~-'~financ:-ial;:-:emergenc~y;: :Of::~wb.i"6h::~tb:ere~ '!S2:UO: eVidence,?;,1 

-' 'l.r" See', for> eXamp-le~':Offerln "~~f·:Dtmen'sion:' nx:- b' ~ ·Pad£l:c;:~.e];.: &;~el~;;;c":~ 
, ,-' . Co..,:' (1977)" ~'W~, ." • U" -,; -'-"'-~"' .eCl:.:S:.l.on~;o:. ", _ ~ :~ap. _:- omml. on "~ ,:;:: 

inVestigation of Centrex Rites~ Case No: 1019'1, a' generic "". .~ , 
investigation- into-Centrex 'rate~"methocro:J:ogy ;':':uow ~l:n':'progre'~:: ~:~;:,\ I". :-:..: 

2...1 ': '!here haS- never:::~:)a::::supreme ·Court:,:eas'e-:-de8a:'i1lg:::<Wi.th~ QurUpower= tC¢::' 
take ~r.ect· ~~tio:n :o~ ,,$.is:. ;sort;; ~~r; ~::t~H~;t:i~l:i~~~~-:,:-!::: :; '":"-i:;X:-, 
Sec,tions 70,1 and 702 .in the, event ,~f immediate, financial emergency •. 

," ';,. In- <:a:rl:fornia:~Amerlcan? W'aterYco~ant::fl977) :>~::.:..:: :;~>.. CPUC{;:::'\~' '~G ::,~~.:.:w:::.::. 

Decision,.No,.',,8680,7:, 9ise:;,No:.,:::,9>3'~~ ,we "de~e~t~~".::p_a:r~nt~~~.:::>.::~.:: 
cOmpAnb _'.' ~- ~a.s ~ s,iPdh,?nin

d
S: ~d -~ea,s,~~bl:I-e:.~ountht . .E ... £~ ~dd:~· ,.£r~~.;:, ~ '.:" I ~"'/ su s'l.dl.8%Y' 'J;;or l. vi en payments-, ... 'eav...ng· e-"suus'i ~ary-1,;ll;Ner- - .. , ",' ~-

capi,taliz,ed:.and-,without:,:sufficient:-,opera~in~..f:unds~~2' W~:ordered:~~c'::' ,<; 

pa~ts_ to_ ,~e_ P:4ren~. to_. ~eas.~;,.:unt.il ,f)1'r~~r~~r.4e7".~ ... ~~~, di.s'~Sf_i~u_ 
ou this' 'issue-specifically 'di'st.nguishes1

, the'· .acts· and 'i"S'SUes- 'l:U" 'the" 
case from those relating to the Be-l~l::S.y:s:tem:.:l::Lcens~ co,ut:ra,~~o:;(and)= ,c':" 
specifically recognizes the california Supreme Court's holding in 
Pacific Tel. & Tel. Co. v PUC (1950) 34 Cal 2d 822; 215 P: 2d 441. 
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can we:order,;)Pac::i.£ic:.:: nOt:. to.::make.i the-'::Li'Cense:,,:co'C..erac:t!)pa~ts_~ to- AT&T . .. -
O!aeific" Tel:; &~ Tel .. CcY~~'IV"PUC; (-1950)'.;:340C:<: 2d.:: 822;;:;2.l5!:?.::~ 2dV~1~!.:::::::=.~o::-

'l'b.erefore;::~we::: justif iably2" deeidec;~o:-make.::.a~,li~ense;;,~ontra~:t $;:":; ~:::c~.:::!.;':' 

disallowance.: for: xate:-sett.ing-.:purpc:>s.es:,.'::"clieense: ~n.tra~:1:]: ~yme:n~.s :t.~..:o::;:.!::. 

AT&T will C01ltinue~t the::':same::~evel"~2,UD:less:~~ the;reJ'.is~'.in~7;ld~~ . t~:.t~ 
by AT&T management to revise such payments . downwar~d:.~! :7 As: a::~o.l:o..l~~~b 
Bell System,::,:~.,~~~sa;..dl:es~~o;2~.£.aetio~ . .:.J:~.~e:~~~ecm:t:[n~~to;. ~:l::l :r.e,sea:~h 
and development expenses to the O~~~eense:::contr:a~t.antE!ea;' 

..... , .. ·c .. , '., ..... ' .. ~.- ......... ,,\: ....... -:-._".. ...... - __ ~ ... ".~ I~l'":.''' III· .. · '.-_~ :.. .. ;., ........... "'" ''.:..,.,4" "' ... :'.1. ' ..... - ~"""' .......... r.! 

set" We~t~ro: 'EJ.:ec~:te·t-s ·p~rees::.·(a~~1 d~s~iriguishedy'from .. ·Pa'cif'i:C":S'· rates 
"" ... ~ .. __ L,..~"'_ ... ; •. ~;_ ... _,- _ .. ~ .. ~~ ......... __ ~ f •• , "''''0''''''' ,"'''''''-'''' ..., .......... "" .. _ ....... """"r..t"'._ « ... ;-J~ IT ; ...... ,.. .. ,':"' ....... "..-i •. - ..... and 'cbarge's)- "as, ':rt 'a"1ways~'bas:- "v , .• --.~ ............ ' ........ ""',,, ., ................. _1 ..... ~ __ ..;..:..J ... -' _ ...... '.,..v 

.. ::~/::(;·:;:::·:The~~ii::'sys:1:ea?ba:s=(theckt{owledge;~incf~xpert'iie=~o lnSke?':''':: ::'~,:-;';<.. 
~"-,"".' .. ,""",,-, -,-0 ....... -,,.. .... : .. ,, - .... ' .... ~' ..... ,...""" ..... f"\.- -'t"""-"r,-r··'r-'" ...,7':':,;..::,.. ....... ~ ¥l,.f ..... ,,., ..... ,~ • <f!'t. ,.. .. "". -'" 'I •• : 

me'ai:iiiigfareos't - ancr 'pr:(c'e'" s'tU.ct:res;~l::rcense-·contra:ct:'·o?uo") 'license?-"- ~.;.':'G :,~ 

coiiirae:tL:;~~Yf :i.~-=~(Jel ri;t~'::~':i~is2p"r~~bly~~:'":({c:,~i<:iousj:=ChO~'te .• =~~,;.:::) b:;'t, 

The s~F c~;~~~i:'i";- a{aj~t id~~;;tiiat~ th6)r'e~i3'~riabi~;:e~0~~r. ~Ot: ~~,·ob 
o! :;~i'i~eis:: ~fWe:St~r=;: ~r~~H~llirl:C:es:=";;O= I~~~~.)~rodU:-ct'~~;oci::;,. ~c«.(:::::~;:;::~ 

~-I""i~ ~ .-.-..- .. ','- ....... ,.',-- ,.....- .,...~I", "''1.~, .. .., .,'_ - ..... r('" , ... :- ~_ :- .. o'-""'I~; .. ,"'_ " ... ~ ... , .......... , , ........... ...... • "'" 

6as~' ~like--Di-irl;~nsion -1'BX'~ .... sup'ra;. .. c>r ~tn-'~a'~ene'#~c lS~t~$Wve·s:t:i:g.a:t~on9 2::;~):> .:w. 
~,- ,... .. ,_.,..."..,... . " .' ...... /~''''''' . r .... "... 0- "'J~- • . - ........... \.~ ........ ,~ ",._ ..... ""'!,:'\o- ,· •• •• ... "O-I"'t...,.<7 s-uch -as~the" centrex'-caS:e/-s1.ip.ra~- we- mai'-make~a""det~a:'i"lcecr'~";' 'oi'" - - ,.. -_ 

stiiCiy ~f'~a.:crffc~ s ·rat~tT~Jel;:fdf~;Sp-=e·c;:r:frcc.;-equ!pmeii2-~ifer!n:g~oC:1:~)~S'({c 
C I ; -: ~\ .... --- -",..., .... ·1 .~ .. ' - ... ,.., '-:"'.¥._ ...... " ... , f' f' q,..: ~ ,- """'n"'~" "...,.. ~... _ .......... ,-_ , ... _ .... ,~\_ ~ .. ...,..r.~ .... ,... ~ ... ':' ,'" """".1"-. _~ ,; .... .., 

doing we ·may~~· to the~ extent' -duro-workload"' permit·s·;-~attempt" ~o;· detel:m1ne-'~ ,. 
'"., ,...~.".'~ .. ~.,~.,--:-. ~-'. _ ... -.') ~-: ...... """,-, - .... ~I' :: ... ~ .'·V".· .. -r'~~'t4\~ ..... ··".,. ,~. '1"'''''~'''''I'''''''''''~'''':~:-'''' r .... ,....,j*y ..... , ....... 

whether' Stich--rates 'resuIt from"'uxireasonabIy··htgb."'·or" l:Ow"-pri:des" eb:irged":;' .. ·· 
by wes.t;i;n: 'El~dtric:'::(~itii~gh';;=a$ :'~' -bav"e 'J"$tit~~ :w'"'i~";e-:r ~no~:cJur.ts&ict1:on 

. " "' .. ' ,..,.. .. 'H.. 
to order:V~st~n{ne-;;trlc: ~to ~ clilii:lge ;"1't;;': pr:tce-s f.?~\'E:ere~ ~1iowe'Ver:~ :O'tir:-::c~ 

... "7..:: ... r.~'.~,~, - .. ~'.::."::~~" .... ,""'+ ........ ""'., ... '--.~~: ... ~ .... '"\"'.'~ ,.,~ ~."'''''r-..~.::-.~ r ,,...,",', .......... ~,'""_ ..... ""'.':"'_ .... _ .... _ "''':\-.c~-~,'' 
task l.:S the aseerta!nmen:t of Paeif:l:e '·s· --ees:t~' year I:z:evenue --reqtrirement'; .... ..J --

~' ~;:":~-Sta~~thi;SobJ~cti~; d;;e-;·~n6:e l~iseii·:-oU:k -!nterei6' flt the~~':;-:-'{s 
_ ..... "'/~"-- ·'I'·~--.,+"""\,, ~.-~. "'h~"."':',.. -::-/.....-r."..~_ ..... ,i" ....... -";"'''11/, '~:"''' .. ''''''~ ... ~ --."... ..... __ ,,.. .... '~-ot:) ~,,... _ ..... "....."" ...... 

license' contract' :tssUe;" 'Out" ·we'·wi"sh ~o· p:lac·e·~the ·matt'ei?'"in·';it~"'Pl!'oper!..-C: 
regulatory context and to emphasize that whatever :result we achieve will' 
not- neCess~y ,ClWige. any~est,ex:n 'Er,ee:t:t:r-c.pr~~e-s .. ~ r.S~cp.:--cp:atfge~s:-~epencr 

• '" ....... '-' .. "... .......... - _.) -~""'''''---'' ;..J .... _ ......... -. __ , ... ~..,J ."',.a.v_··_If .... <: .... ,..."' ............ u .... , _.~.J~;. ....... './ ...... u;..t ....J'!iJ ~Y'\ \ \. 

upon· .. ~,the: ::~tti~e-;:o£: ~Weste%XJ,I;$];eetric' J:and·:.AX&r mailagemen'b,: :o~:~upQn'::l .-
legal :a:~tion ~eh::is"~ot ":th~: :prC;-Viii"'2e:':o(:Uii~X:orumr. j ::.~~:; i:1tzz (~:-:,r..::;'.: 

•. ' .... --.,..... ,;J.-+ .. __ .t............ .","'~ ~~ ~....... ..)0 l'" \.,.1_ '= ... #, ••• ) ,;) '- -..1_:", ~,..J .. .: ~ ... i00i';': ~ ~2~":'''' ~;;)'(':-r; .. : ~'::!):'~7, :' ~o~: 
...,.~'....,. -..., .. "'A.: .... , ,./ -" .. _ .... ~ ~ ,... ;. "'p.-,.,.."_, q\II':,...,..fl"'f"\' ;.-:;,;-. ·.~c:", j(\""~ ~~' ~~ 
....'10- ... - ... - .. ' .... )""'0... .. ,., ..... - .. .-...- _1'0 ........ ) __ v,· .. .(,# ....... _l •• ,. • ~~ ........ ..:>..;..:,.~ . ..;..0 ~,;;~u·~::>· !)-.:.c~ .... ~rr.1... 

". • _. :, '.' . • .,.. '.~+, .. f" ~ " .. ,. .' 

~.": ..... :):>- .... I::.:-.. ~. _c~ ~.;:.~.:f=$ -=~~~-.~o r:::. ;~=:;~·."':;~2::·~·;::,~~, Arr.;:~.r:~.c!:':!c.:)~)~.·.~~o~3: =:::£r':~~! 
......... ~~.., '. ~ . .-..... "t"-\ ., ,...' ..... , "' ... ,., ..... "'-":)r'9 f'¥'~. -t""" 1"'_' -"J '?"" ;r.,.. ,.-,.. t... " ' , .. 
. ~ ..... ~ --- .... ' ....... ,."'" \ "··-\w_'~'* .. 'r ......... ..,,pt:.J .• )·J,,"'_ ...... of.0,J_J~ ·..,~~O~~ !.) ........ '#C ..,~':t!.\VO:> ·':::Or: fj~J.:),"lJ::rO.:i 

r! -.. r_, .... • ",.~,..,. '\ - .• ~ .~ _r, _' .... ,..~... ~ ~ 1"" "'> ,," ~ "'!'T -;.,..~ ,.~ _ .............. • _ ... t',.. ..... ' ' '' ...... 
'" "~-'. "'- ~.,J .... __ ....... -.H~'._;. .... :,) .... ...,1 ............. "...,--" '..J ........ .,.I ............ h ..... -::::.fl' .~O::t .. , ...... ;XCOj' ~-:!~~Z2..: ....,,~Z::~:rO.:) 

_ ..... ~·.~l';: ;::. .... :~ ••...• _-:...:: .... ~,::~::~.~~~'('~ ~).: ... ;:".> _'\..-""~I"'J.~,"")-::) ~.'" .... · ........ t--~ ... r':~.r_L .. I-.""'r ....... "....; ... ·"' .. ("¥' ... r,-..-.. '...,,;"r,..~p)~"" 

-;"9--,- -
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:",,?,:::-.:'. (;:Last'ly;,::,we:mu:se"!"eollS,1der..:.tha:t:::f.n>i.thi'S! and.~in::mt:C;tre::ll:cen:se C3::J 

contract~:iUvesti:gat-ionsl{2.it£is:'only('£air) to~~_e~~~_:;.~~l:!!=_wi.th:iE~~=-S:; 
reasonable ,time::;-;C'TUrn1ng1 an.::; inve:sd:ga..tiC::)'a.~j.o£-~.the::llce:c.se:)Tcon.tra'Ct:l~ 0 ::;,'):iT 

account i:i:rt07a:::'piece~y;'piece:'prOduct'~pr.t~.investL:ga:tton.'!w01:UcL.7'Ci:1.dtd~ 
pro-lOng ~i t:;-:::'·since·::·th~re~: a:re:i]luudrecis-: oBp:!.'produ:cts'.'::; hy'any.i:me:!:s ;:.:. .::';..' 7->3: A 

d f .... ~- .. ' '.r' ~~ f"'."~ . te' ... _,..,.~.c.,... .... ,,,..,·"o< .,.-.-.r:-'-....-v,... ,.. ........ -*~ ~""\- .. ;. ... ..,.t:,. ...... ~ -1"'W't: ~". ..... ~~,.... __ "~II .... ~ e l.m:tl.on-'o ~'L"..Ud.t term.·.·· .. " ..... _· ..... ··,,,-·,,-,,,,,>:.-··S --""' ........ ~''':'';'''';'''- c._ .. u_.c::_\! .. ;..... ......... , ... ~:-.-. \C 

n-:-::;:;·Wbat -Test 'Shoul~:Be~Us~i.n :De.termimn :::the~¥a1~.,o£ I.:i.~:::~!2 :'':r;;;.E, 
COntract- enses"to.t e te eJ:S.:.- .. ,.~'- ..... , ')<':: ....... ,._,." ...... ,-""~ ... '.J.:i' •. :,~,' .... ::....,. ... 

cF ... ,J.., __ ._ .... .., ... ,.,,; ..... , ... ""_;~./ ... -./ ...... ~...." ...... , .. .. _<oJ.~r, ..... ..),' ...... _ • 

. -, -_. Bav:ing· .. clarified, ... oux\ .obje,c.tive.,~ ,th~. ,next ,c~nS.iAerati,~ .is .. to;' ... 
.. ' - "r"_ ~. - _ ............ -.' -. ....-.,~ _... ....... -'.,., • __ .11"'\.:., .'_r oW ( ... _...., I, . .:..J', -I':'" ..:.,:.,_',..1.,. ... '-;. <. ...,.~ ... _.",,' -,~""",,:.,. .;,,;. _.::.)~ ~f:JI,\ ""IiI ,'.~,,~~ 

state clearly the xules or tests which shoulcl~gui~~ .. us .in .~et~_~~~t;S :..;,...., 
.. (-.1" ........ " ,.".\.~rA. .......... _~ , .. Jj ... ,,, ..... _It:.,· ........... I- _ __ •• ~J,I 

what license contrae,t,.expenses .. \,ax:e: .. r,ea,s~nabl~" ,f~r,. .:C:~,t~i;lg. ,Purposes. 
- ., .. -. ..... A - _ '.' .... _._ .... _ ...... ,; .. -.- _ ..... ; .... ~ ............. ~-..J .... f.~,~ .... ", ........ ' ....... 1 •• , ......... !)-.;..;... \ t;; _ ..... ;.J-\.I. .;.) ...... t'~ 

While we ... hav.~:, rej,ec.ted_.the./s.~f;~,.s.c,,:&ppa~~Tl.t .. c.~~~~':lt,ion, .. ~.~t., our~2.~~ .... 
-'-' ........... -'--- • .+.' .... - ... ·_',·· ......... , .. IJ_ .... , ... ,.~ ..... _I ..... _ '(M:..~ __ ..J;..;., ..... ;,; ...... __ , ,;;wJ1t,~~ J~O~ .,;.....,_-:":::_:;:'4'$ .... 

and direct .ob-j.ec.ti,,"e~ is.~o.rc.ing~ch;anges~ .to;. ~~,s,t~~ ... E.~ec~;l~ :p.ric~~:,;;_t_his 
•.. -. \wi ..... ," ..... ....., .. ,,~· ....... -'\."' ... ....,wI ~.,r '._""~<f-"""""'"'"'''''' ,; ...... ..... _ .. ,'.1 ,.-'"v ..... ¥~·o.;> ~J: -.i... ._""*.,v ... ..icO:) 

does not necessarily dispose of the staff t s, "productrela,tion" test~ 
'-~ ........ '-.'o -. ....... j • ,-.:.:~"._I ... • .... (: .... ~ ~:.I'" .... ~.;~:. __ .:., ~..:~t\. J::::_ ':\../~:" .::;,~;: :: ~ (;~t':'0':):::O~ ,:,:',):-:\~.;:; '~/::~:' 

discussed above~.as.. a.useful~ tool in. determining the con:ect amount of . 
~,v ......... ~"'"'_~,~ .;.... ........ .'.:~<')"'~~:': :'_":,.:.:",~~ .... I,. •• ::~~'':\o:~~'f'" ;;:0 ~~~}"'/0~ 0:" .. :- ':'0 

license., .contrac,t .. expens.es which. should be passed o.n.. to the ra~~payer .. 
• '_"'~L ,.'&\ •• " .... ,..,. _~ ... '" > ~"_. ~:'" , ... " .. ::. -o ... '::... • .;.:.:~'.~:, .. ,:' ,::.- "':,:.'" .:'.:~"C~;'7'2, .,\/ ... S .-~lr~:~·~·.~4:"~",·~; 8:· ... ..:.:~ ,'b:~/::~ 

Proposed staff adjustments to the licens·e-con:tr~~fc·t~-a-ccount are 
'::'",' MW. _ ... ~ ~ ~.,.:.:, .:' •• , t:<\,,;·_';->; .. \:.c, ...... ~ ~f~'II.,. .. IS ':~':"l ."", \I- ~~:. c: "30 y~---0' ~'001' ,~ .. :=.~ ',;: r::~ "'::\ i; S 

based.,upon"contentions ... that",,~p'e~~<;~.~unt!>. L~o'll~. ,n:.oe-P·~~c):ud~a for 
.' ." ..... - '-"" .... - ... - _.......... .' ,,.,,...;.) ..... ~, ... ..I i"" -' ..J_.-I. _.J ";';~_I':'" - '-' .... , ~ ....... ::'; '" .... )~ ':.;.J..; • ..;.'...... Z ,:) .... ..i.. .... :).,1,,.,-::,. '_0 'l':;,Lrj 2-

%atema.king. :pm:::poses .. ;:ather.., ~tba.n~ UP.~n. a .. cha.l~~ng~ ~t~ th~ .. cqntra~t IS . . , 
." ..... _L ........ ~ ..... _ ~' .. "- __ -. ...... _' ...... ,. ('-' .. _ .... ,_._J\,... __ ,.. ... ~_s_vy." .... "'-' ..... : _ ...... !..~_ .. 4 .. :;) :>l~, ... 0..: .'""'v...,.",,:: ,:)-r;...," 3.L"!J.~O":" 

met:b:~~~.~~~ ~-,~~i?:s.: ~(~~~?-~~~,:-"~?v~!.:~.;.~~.:,,t~E..~.:.l:: <:.o.;,s:,;~i~;:.P ::~~<:.~f~~~3 ~:;~):i:~f.,-.;' 
:mentioned,,,., ,on...an~ .. aft~r O.c:tob.er ... ~~,~19?~~ f:'the"",,o~,s+'~ !.s.~,;~..;. .. ~; ~<; .. et?-s.e."'''1' .. ,.' 
, .......... _ .... _ ........ <i'~ __ 1 ¥.,"< ', .• '" ., .... -\ _.(, f'>....,.~,.-¥ ....... ,-..... ,_ ............ ~ ... ..,;'.,J. .......... ,.'A,.. .... ,_ ....... ~ .. _ ..... .-J~ ..J",,",,"""'-J.;..J~ ....... ;., _ ... Jr. .... ,-.j""'.~'.f. 'v",,-, 

contract pa'Ymen,ts ba.s.~~been. ~~sed,.upon ,3:nnua.~l ::A.:r&:r. ... s.~c:U:es._C?~~~c:t~~.,l._. ; ... -_ ... ,~- ... 'I-',."'~ .. ~ ..... "-' ..... ., ... "._...",_".: .. ~ ... _ ......... ~(".: .... Io ... J.JW- .... ____ ..... _..;.~_~_ ........ _;)~-tV, .. J".f ,_:..J..-,.A_O ..... -: 

license._conttact ,.cos:ts ... (see,.. gener~lly:~. ,::the,. te,st~onY."and,.~a~cot;1P,any:ing.,_ 
.... ~"'...) •.• ~-, _ .... --' .. ~_ .. "- ....""..; ......... ' ... ~- _0LI00JI".,. ...... -' "_..I,,; '", _ ~~_...,I'';'-'" __ ~ .,;A .... ~~..-.-....... __ • -~;jt.;.. .. , ;.J....... ,~ ... rI" ....... ~ ... 

exhibit of Ro~,..F .. Jientwor,th· o.f,.A~&'t,. Exhib;i,ts. 23, :and ... ,2!1-)"' ... ...: .. Under 
-.- .... I'-..J "'---"' .. ....... _~ ... " ... j, ...... ..... _' ......... _' .... "" • ..- .... _ .,..I' ...... ~ .... , ..... ...;~ .... ," ..... ..; __ .. ./,~-.JG """"_ .... ..J G"',jIt"W~..JG. , 

pres~t . ..license. ,contrac.t ,b,Uling.,.. A'!&'L ,~ecove~s."rwha t~~,i,t,s ... s;~d.ie:s ~~?~ t~.' 
- - "',~ ....... ","., .~ ... - + ... "".... p •• ,,_ ......... "!O<~. ,j*< .... .", .... _,~ ... ¥" -... \.. _ .... "'~ .... ~ .• .)... .......... 'I; .. /-'1' .... '."'" _,..J~ _-,,,,lv':;;' ..;,.1-....1IIo-.-._,~ .... _. 

,-. ," ,. ,'-" ..... .. •• j' .. ' ... , ,. --'~""")I.,." '-_'r-'~jI , .... I ~--,~.(." .... J ~ ""..".W<"'''-,-",,'}'''''' .. _ -0"" 
7/" 'We' are'- 'convinced £rOm -this""rec'ord" tl:la't' '''fUtUre' J:!c'ense. c·on'tta'ct',;.··... ... 
- inves:tiga..tious,:-;shOttld, b-e.:Sepa%ate:::proceed±ngs;,::/II·conducted: :ev.e7!y.::!few-c:r: 

years, and t~t ?etwee~, .such."inv.~s.t.iga,ti?~.,..,~the, .,res~l~s .~f, ... the !'~~,.,\ ~ 
most recent l.nvest:r:gat1:on:~shoul:'cr: b'e vemp 1:~yed' ~in ~~~Y.''"'Petldin'g --rate::,.">:::,:". 
increase case of Pacific. (This should not Ifmit,. however, the 
staff from r~ommendtng adjustments in other areas of the license 

. contract, not covered by the most recent investigation.) The license 
_ ... c9p.trac~ issues took almost as much time as all the remaining rate. 
'_._ .... _issues_count.in&-pr.epax:at.i,on,_di.s_e~oy~.ry, __ and-2.riefing tim~,~ as well-

': ~ ·.time.::~spent;:,i,.n ~~~~~h~i:n.g~-c ~ ~!....,.ins:t:ance .. ;t~e.~s.t,a(f _wa.,s \ ~ 
able ~~ ~~~l~ :.~~o :-a.cc:o~t~;s.,": ~f~lI,~,t.:tm:e '" :f?~ :appt:~~l.ma,~ely~~o ,~ 

,: _.~:.:y~s!:::.()n· ~~!-:;s.s.u:e,:alo~e~ . :")~s,:::.:t,S::::,o.r:d~l.ly~ot'·'~~s:~l.~l~~~h a 
-"-·Pao.fic-Tate l.ncrease pending. whl.ch -:e'xpla:tns ~·-wny~thl.S; is .... our:-f,l.rst 

really complete investigation of ..... th:i:s issUe;...... v',·' \ .~,-.:. - I • c..... • .i.~".:. 
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be theactua1. ,1:icense7:':(:ontraet:> .co:s:ts .,: p.l.u:s": 3,:) ret:t1%1ll: .On0.:t:hat:':; porti:on:..o£::; z

its ~ty :inves:t:ment::-~oted ~tO::"sUpplying::'S1lch :sern:ces;'::?:l'he=.rr~!.::.v 
billed by AT&T equals the previous year's Bell. System. telephone .. ::G':-'2 . c-:(: 
opera:t:rons::~ecI; rate:;~; :r~:(a;.·weighted; a.verage:):: applied~'to· the 
license contract inves.tment, reduced by: AT&T:! s= patent> roya:lties;o and.:;~;~:::: 
:inexeased by fede;ra:l:'~come taxes to provide ;the~:.rettD:n":.,OtLiJ:Lnvestment 
(Exhibit 286;"::pp.: :l:-Z)r.c~ kl'thoagb. the staff investi8&t~1:hl:s me:th~ology;, 

• "'J-'f"'':~,'" - l ~.""''':'''' ""'f"o, ":_,,..-r;.... .....~'-".-_p ... ~,~., ... 1! r,,"""'~', ¥\-I"W''",. ... ~'_~ .. 'II""\,....... C' ".", it d:Ld not c:ha.l'l"""O'e' 'j:~w. --::J .,I:~v. " ..... ...,"'''' :"'>" ...... ;..." <.·,u .... _.0~i ..... O·~.::. # • .:. .. ." • 
.. -... -~.. -, ...... ..,. .("~~ .,.. ,.,. .. t" ... """ ......... t ,.. .. ':) , 

..... .., ... 6J-.... ""' .... ' _ _ ...... ..;.. ..... ~. 1~11 ... ·_.,J __ ;.,:1J......... P .... l(i-..;...(-.:. t~,O~,..::\~9c. 

~:.,:::Staff wito.ess.;i)t;Roa:rk:t.. investigated use of license contract 

funds by ·va.;:tous n&I' ~epaib~nts. His study recommends disallowances 
.. ~ "";'~, • ..I __ ' """'o,#-'J 

either ou.~the...,basis, of ... pr.oduct orientation .or because ,of/an.. investo,r 
w .. ,.,.,L_--: ...... _-...J., ..... -... -, ............ :I ....... ~ .... ~!J ..... ~ t .... ~:...\. .!.>~.). ... .:.. ~~~;::..l.:.~"'.l aU ~,.;tj.:~n~./:. 

related use.:;:l{r.::(O~tRoio:ke::.s.tated that in th~:course:::o£rhi'S~ s.tud~"O:f 
AT&T's marketing department, he was able to· "-{'ent:t'fi~ct:totfgr~n~h 
influence .4~~ i~1ld~¥~~~4.~p;eit process'~;;~-bX1g~~~ P2-~~~]q~? 

Staff=:Wi.tnes:$):.'HUm.pb%e~ s:tudied Bell Labs and1:macle>~.maj;or'-:. 
recomro.ende<r-~isa1.1owanee: for~ ~u;s:e: in meure;'''Pa:c:t£!""c rate: ::!ricx:eas~~es 
because he deterin¥n~d' -::-di~u~::th~;ebar es ;;;,le~~~deci' ~fdr~<ctE~i:fow~;~ .... -.. "~ .......... -- ..................... - ... ,..~-'"- g ~ ,_ .. ~J...I... .... (',.,; ..... _ ....... __ ,.. ____ ,.:, 

"consist of research::anc!; deveJ:opment work wliich was· an integral and 
. ~ I r -.. .-." .. . 

neeessary part::o;.:~r.odu~ :dev:e;!opment." (~,t:~85:;(;·~p~ IX-2;;;).)cc,f 
'I' I ..... ,....("'0. .. ,.,..." .... ~,.... ".., ,"''''"' .,""', ... \0. 'Ir""\_,..WtA".~t~~""'I../" ,.- ~r 

Mr. Rumphr~~ ~ta:;e<;;;~:S~:~ ~~~~es are of ·no"Dene·fi~\·t'o~ -tl1e'~' opera:tl.ng . 
telephone companies untfl:':t:hey\result in new or improved products. They 
are on a :eorit1nuum'~wi'th:~~~2tiPes. of expense5::a;l:read~ ~DeiuS·fu:tided;:by 

Western Ele~t;f~~··~~ :4~~~~~igicallY, b~ :~~~~1€~: ~~&!""~r~~~~;i 
development ~se.::and~pp"l.ied:;:tO./the cost of the product." " (!xhi'bit 285., 
pp. III Z.::i.l~-::~,~~:Rtimpm:ei~~a1:'s(;::~tated that budgetary contro·l problems 

- -~ .• ~ .... ~.-<-j, ... '"" •••• ,,' .. ' ' • ..1 • • '..-, '": ~ ....... ...'_ .... ... 

in£luenced-hi$.::=recomenda;Lon;'~ointing out that· those who fund the 
.. ··, .• '.r~"":">-~. __ ~ .. k·. _-. ... _ ...... _..,. .. ,:.. . 

license con~c't:' Cthe~~O~X -;a;xe:~not the oueswith final budgetary' _.1'-' ...... ~."_ ...... ____ .,; __ .... __ ".. . 

approval over:1:teen:se:-.cOUt'l;act:=expenditures (Exhibit 285·, pp. I..B. 3-4). 
~:: :',:60niPith ~a:n:8:iiite~e.0tili~C:t generally support Mr. Humphrey's 

__ ~"'.-' ... ""#_ ..... ...1 ..... _t~ .. ' ~ .. ' •• J_,,,._ .., ..... ~.. ' . 

Pacific -c~lii~dSJ::.eha:e~a "product relation" test is of no use 

beeause:,if~.:E3:ii$7.fJ:(iet~mi'D~~::tIie value o.f ~,at1'y.~~~ff.~l.a:2?~xp.etid:L.t:;ttre 
'. _ ... - - _ ...... - ...... -. _ ..... '.JIIIJ __ ~ ."'~ ... _ .. I. __ ~_ I( ... -~ .~ ..:,~,.J_ ....J._~ ~ _ c"'~_ :..) . .,;.i..JI.... f)-,...J ..J.";' ___ ..;.. r-.. 

to Pacif;c .. an~ the~other: O'res:~::CBased upon City of toSAngeles,::·V'~pot 

(1972) 7.)CiI~3d:3~i;';-ia:cif:rd~.i~8ues that we lDLtst allow" Paeific to %ecover 
__ ...... 1..1 ........ , ......... ___ 1.0._'1, ....... •. '., 

.8"') ,...,.",.." ~ .. '" -=-... ,...., ,.n, r"J. .... • ,.."",..:- ~..-".,.!;--
';"' .. --~- \0 ...... -...;1"::;)0...,;.,.::-' r\-::.J·+-I ... ·..-J_ 

~;:o_:-=z~/ "{C ~;,:)::-:.-..l =·"Z':::.!70~ .. }" .... ~,r...-- .. ,.f"',~,.... ':''"'f ~ -~ t 
'" '. ___ .~ .. .;J4.~ ... _ _ ..... "':,.,.,...., _):::)_ ~ .. 
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';\ 
\,1', 
:Ii 

act:i:laJ:: COS"t'S:: o£-,.;th~(licen'Se:: contract( :S:e.rYi~c in":tPro~r~t:i,o,n, .;to.,r.the!:>r-;: ,":)c 
value::(to:: PaeifiC:)0of:-tb.e ;$ervi~eS\:.r~dered :.(p.a¢i:f1C:';~~o~g..~~i~f:" 2:t':: 

Pn.. 9-10) .. ~.,..,~ ..... :-.~, "'"" .. - ........ -~"' .. :O~ • ;-.t*\I:". .... ~ "~'.'.r.\,\" .. ~~""~,.. ...... ..,. .. fI'.",., .. ~ I"'tt&~"', "'t ~ ......... ~'" ,.,-.-",...,..., ... "' ....... -: .... .,.!"'" ~ ~.,.~ r •· .. , .. ., .... " ...... ·.L-.J"' .. - ... _ .. _· ...... v .... ,"""" -_.J ....... ' .... _",M __ ~ • .... 'N·~ ...... • ,-' .... ,'"1. _r/<"~ .r .... __ ~:..,."..; ,.;,...'¥.) .... ~.} \~\ ... -'_~""""'_\..I. 

r ~ 

- ...... ,.!.-
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, ,....... ...... ._,. " 
• ~ _ ........ _ •• eJ lII' 

. \: ~ '.:' ~:-:·:·\·~'):The. d.'lld.i.vtciwiJ;. eonten:t±ons:- o£cthe$e.;i wi'tne$se:s::coneenun:~ -=0;~=O 
their. .. "part1cu.lar, areas.. ~Of, responsibi-litY':will ~be.>~d:i:s:cus·sed:.:=eJ:sewherer- :: l 
·but .-:ehey' ":we2:e: :cr.i.."ticaJ::: ~of> the :s.t:af:e~:t:heory. ~O£)~.dj"saJ:l:owance,) ~cm:;:the2 :: ~:;~)C 
basis.'70f :prodUce~:orien.ta:t:£:on-.: -:A:riy.l rs.ta tem.ent'.:&ttemp,tmg 'to'~::synthesize'. :: Co 

the -:views :0£' aJ:l ':o£:;Pac:!fic~ witnesseg:;:.-1:eads:ito)~overslmplS.'£:rcad:.on:,::;~bu~ 
.. baSiCal.1T""theiT :opiIiiOn.~$: ,;tbat=:4 ~r,~e.£i.~:' :.test: ..shoUl:d:ca:ppJ.-y :-: . .:th&t>,;j;s.;: 

license' ::c:ontract:=£und: :e'xpendi tureS:':sliouJ:d£ ~be lal.low'ed:' as. :r.a.te:ma:l.d:a:g:::C,0 ~ ~):.: 

expenses:, :when·:their' pr±mcc:y: :pUrpoSe', ~ to:<beriefitr ::thli. O'XCs:;..lv'::;::..::. =-:: c' c: c:.:;~ 
::. ·":,·1'he :s:t:af£>zwitriesses<ha.ve:;· used ?the;"'ie.l:mt:,~~produee:.;:elat:ed~:: G . .:; ~'"" 

brOad'ly,;,:'·~~PareiCuJ:arly,i'n;:--:the:.:eas:e:';:O:f::Mr:~RUmpbr:e.i,r=S::;:tes.tiDiony;~1the).:,'.:::.:':) 
. .' 

tenl :ts: apPl"iect. to~ eer:ta.'in· thingS' .:uo~ ~usua.llj:c:a.'tegoriied· '~':~':pio'dt1cit:s'';:: 
:unless: ':the ;:tem: ::1:s ,:u:S:ed;~:i:mp'l"y:\.to :mearil !!.en~ r:esu'l"t!!:~ ·:w.i:tne:.SS :Rumphre~ ~ c) 

denied,=emp..1.oy:Ul&, '::the::term ;:iD,: that; :-fashion: ,-:ttr:::>~9l"9:s.,:, ~u~b.:l~(test:r.mony: ~ 
indicates that he regarded' as product::=re1:atect.;:-:.in"d ~'crrsa1;~owed;, :::tb:~~~~:):£."! . . , 

deve!opment:=Of:cmethodi.::ofy(using· ex:i:s-ting:-produ:ct$)~ri' the: ~:t~tb.at a 
new method\::i:g;;~:tmposs:Lble:~nt1i'out)~~n~w;Pr,O:d~~~::(tr;. ~9:ll9:&~? .. tliat~<b.e,);::oc:--;::;~ , 

believe's·::tne ~limJl'la:.tion:-'of:~the;:nece'sS:t:ty;-:'of:r.usinS':.an::eXi;s.t1ti:g~.iproduet)i: 
to Sa:Ve~:money::-j:S:' :tmposs:t'b:.l:e.without:ia>:new;:proouet ::.to:;.:ea](e; :ttSi~p.].:a'ce~,:) ~o:: 
(tt :~ ·:9199):-;:. .:.and,o; .:therefore ;) ~ ~y ::mrid:tfi'dicion: ~of;cex:ts:t:i:ng: p:l:an'i:::' 9::~)C:
requi'J:eS: ~esearch: ::and .:de~e1opmen~, :and::-,tliere£ore>~:'!:J:eads: ;.to:.p'j:cKh:iC:ts::;~J2. ~ ..... 
which :-are' ;l'D3.inly :manufa:e;:tured :by ~W~ern:. (E:l:eet:d:c)·,wb.fch'<al:e", them::;I'::.~:'~ ~~'-: 

incorporated ~into ·:that, ~:pro4uct.:t~ :~improve> d:. t'!:(ti: ~ r9:l-9:9J):; ;:and,.:::." ~i.there:' 1 

.. ":' ~i:vuo::produc'O:aclded;~;:yoa:(c:anno:b:.po~bly:>lmprove ~::the cexrst:Lt:ig"-'P'lant~ 'j::: 
(tr ; .. -9200 ),.7~' ':There:.i:s no·' _ba:s::Ls: 2l.l'l:'::'tbe: ~-reco:rd>r.£or such :>generail"i zadottS.;.: 01,.;' 

Pacific, on the:,;o:t:her~band.,-::.:ha:s:!,in·-..some i::{xl'st3nC$2.ttemptted :)";..::. 
to shelter \mder the umbrella of "bene£:L:t:_1:orsthe O,TCr~~·.certam :;;'O:'=<"~7': '?' 

I 

expenditu%~c.of Lprima:ry .:vdue;-.to.:A'T&D, ::Wes.tel:lr':El:ectt±cr~lor:tb:e 
shareho.l:ders ·~o·f K!'.&x-~: ::andof::of· on:.lY"::se~oridary ,orilconsequen.t1a.];~lue; :t~::>=.rc 

the ~O""Cs - .Ao~ "-, .. ~ ,..: - .... ~ ~ -,.., aIv 7, ~ ..... , ... ~ ;:" I~ "":'0 ~'''''-1''' "'}o- ".0"" ~ r'\''''I~' &-.. ..... -1:'1 "'j .. ~ -.,.~. II"') ~ ... ( t"'''~ r ~. r\", ""'I'"' .. ,. •.•.••... ' ........ ' ....... _~ .':,>"''''''''.) __ ,c .... -<V': .... _'....\ .. ' "',...." .... _,,,4:;->.., ..... .1- -' ... ~ ;J ..... ~ .. ~ ~..,,; .. ~,.,.\,.. tc!~;J. .. ;j--' .(,;.,.: .. "." ....... '-"J 

~j~-:..Tbe;reeord·EdemoJlS.trates::thae:we~cannot:.:app:ly.,lei:th¢l:£t:he~t:if£.~s 
or ,the-ccompany!:s: stest exactl-y :a'S~ho,ser .:p.8.l:t:tes> ~va .:d'one ~ <> We shoul:d>:r::r:i:: 
ask t:he;;£o'1;1.owing\questi.on:=-;::;~I&:;.,the:.cexp.etid:ttux:e of<:d±l:eC'b and: p:r:lmaXy. 0;' 

benefitctc>:the ~atepayers.co£:'the ":O!C~:;sI£::the=ansW.er: ±$r~yes'-=;>;;the ,::!.::!:;)~ l 

expenditu:re.;,~shottl:dJ be al;J;ow.ed>:(lmless :sertOus'cpubl1ic,::p()ll:i:c.y.:'l:ea:sotiS:v~;'=': 

--jd-
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favor its disallowance) in spite of indirect or. consequential value in 
other areu~, :i~lCludi1lg:\:eh'e" poss1:bIe dev.e:'l:opm.ent. or ... px:oduct:s.o:::Conversely, 

if an' :expenditare:'~s:~w:pose .:i:s~'%I.O~ .:shoWn?.:taz::~ di-rec:t:l~ anct.:pr~l-y.:::;:;::= 
benefici:al-; ::to:·1:he ~o:a.tepayers ;.:-:i.t: ~-sholilci·.nO:t ::bei cba~ed::t~Xheubt~egaxdl:e.s:s 

of some:: :seconda:z:y ~.01:::<:01lSequent±.al: :ben~t to,;~em: .. :~:.::, l".:'Bene£.it::lng ~e:.:: ::::.c 
ratepayel:It.:.:includes;:d:b:ec:t:l~,:assi$'ti1lg..:the7 O'ICs::::rn,~c:a~, out:thei.r ~:~:::. 
fundamental -respons±b±llty; ~o£ ·p:t:ov.i:dmg :and:..1DaiUtain+n8;:<B. :modernr.,: ~re:l:±able 
telepho.ne:~ne.tworl<:,,:::, Ih.is-~.:in !tUr%1,.:;d.llcllldes,· .noIl-;~·inV.es,tor:: ::z:eiJ:at:ed It.) 21::)::1.1::' 

support activ.ltl:e:s; m:sucl:Lfie1.ds:' as:: adnti;ni:stration:;:r ffnance:-,:J~.e.to,,:.::as:,~-:::\ 
well as' the<ac.tual::.eng;ineeti:n~:of :the..· ne.twor.~ ;:.:cl:t ~doesi:;Xlot,:.:in our 
o?inio~ille~ude: :su'bsidi~~the .manufaetcutingI:arm:· o~,;the.·~,l:l:.'~Sys,t~t~C: .. 
its:.:(leye-lOpment ~o£;:com.pet.i:tiy.e:..:equipmene.:;.:::;';e: expl::e8;s .. 1» op:iDi~~;. t.O: the;:; 

eff~t: :~t :Western Eleetr.ic: sho:uld:~nO:t (compe~e:: ~inJ!:.the <:t.erxzU:-nal):~uipment 

fi~ l:d-: .. out:.:only: that .~eh: ~~~m~tit:ion; :,sho,uld' n~t ::~):subs;i<¥-z~.?~.:by::~the)~: c::;.:; 
ratepayers thro ....... l.."the ·~',i'Cense- ·-contract' ~.-,.. -.,.. '..,,,)~ ... -,,..-.. :,..,. .. 1· ... ' - .. ,.., ..... ~}"~ " • ...,. ~.':.. ... :. 

, • f, '~''- ~. ',' 1"... , .... w ..... _~ ....... ~ ~~ .•• ,.., ..... "'-.'~.~ • .;...I __ ... ,.L w.#..i.......... __ :.,:).w ,;".,.J""'_.-,J# .. ~ 

., :: :.:<: Reg4l:ding: ,!p,r04uc.tx.l~~l~~·.:i:op~~::. ~~expen(ii.tur,~~:for.:cthe:!:pr~:, 

purpose.:-of; ~~eye.l~ping .3.::marketable ·/product"ct:int~nded: ~t~~:om~~e:I<'w;i:~; w~~t! 

thos,e,: :9:f~:independent:-:.te-leeommunicat~i'()ns:~!,supp;lie:rsJ),.:sho~-l~: l1:>e ::,t'r.eat~d1 :a'S)c 
,'" , 

not eb.arg~b:l:e: to.·.rates :no,tw.1:ehstandiD:g,,(any.:\~indi:t:e~.t)C~co~~uent:ia:l: c::-
benefi-t: ~-tO: ~e: :l::atepay'er;.::~ :Re:gax:ding. ,,:~he :sc<we; .:o£;;pr.~uct: s..-o~ii:~:t:S:~~n·t:=) 
we agree:::wi.th: Interconnect:: :and:~Compath ~that:~ppor;t ~aeti.-v.ft±est-;di:l:ect~-.: 
related·:..tot compet1tive:::produC:t's are'::par.t \~f i.the::proces:s-.. 'i:.:We:.o:eCQgn&:.e:::~.:: 
in,:mak:i.ng 'thfs::staeement ::that.~some,,::p~ojects:::may.;-:have:.!:as.cthei:o~o:se:)::.:: 
the integration ::;into ::the ::network ·,.o·fJ.produet:s::£1:otnfcan~ I:sow:ee;::;:.and~~he:re£ore 
would" ::hav.e~_no.· -:":l;~ ,;in rt~ vaI'U~:to) ::.Weste:rn: .:Etec.tl:ic:~ <Su~~expend.:r.t'll:t:es. -=~) 

are::not::-produc:.t<.:reJ;a.teid :.as. ::we: .::Use:.::that,:tel:XJll:,here.~ = ::; 0 ~ ~.:::. -= ~ t. c:: 
E. Method of;-Ana:l;yz:tng~ Expendit:u:l!e.$:;'c''' :'0 ~::''':':~7.r~'':.':: :)~.;:: -::~br..:: "::::>::1~;)ri2 c: 

!.:·Indiv::i.dual:::determ±nation ~o·f::the.~ :value .. ~to:-;the:~atepay.er:.o~::ea~ 
budgete<i . .item:;, .:one:.a:t· ~a:,::time, ·~ottl:d -:p~od~ceJ a cdecisi:0tt.:a~ few dlundx:e<:L::::..f:;::; 
pages long, since there are thousands of such items·. Such a deci:s'roD.:;),,::: 

::wow:d :probablY::fail::.t,o: J'State.::genera:b'1>rincipl:~ccl-ea:cl}'):and· !'-wo.uld',. 
there£ore~ 'be: of ::l:itt le-:.U:Se c;Ul:-::£~U1:.e,:.proce~:blgs:.) ::A:.Jbee.e~rm~od;:j:s '!:o 

to anal-yze: the evidence,:. inc.:l"Udm-g;-:2s'."llec:e'ssary.';::rindividua;:b':'budget:~ ;:~.:~ 

i terns ~ ::aecordiug to maj:or:::departmentS:''::or !:<:8.te:gor±es: .:.c:~When !:.Iiece:ssm:y.,:>c::::.ci 

indivi-dua1:<:items:':'W±:l:b':be;:~onsd:;<:lex:ed zseparately.cliut;; m mos:o::case:s::;wi.-tho.tm 
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.... ....... . 
'-"-flo ... ... 

..... , ~.,...: .... . ... -.,~ ..... 
apportioning ~eh; .:items" ~be~.ee~ ~the::~:t:atq>ay:~ !all.(1~(eh~.company,:.?0";The::A :x:'::: 

witnesses did not attempt percentage.divisions of individual items:-:,:;:"~~.::-;"tc: 

'F. Qualifications, of· Sta-£:f"Witnesses-,,:;;.:,::.;~.~v~:'":':c: =":'":~'_)~: 0~;:~~: !:>::::11 
Pacific vtgoro,xsli', ~es;!'tbB.t: ;sta:ff':-wi ci£es?:B.~b%ey' s' 

•. ..,: :::1 ...... """._,~/:.(,.. .... ;::.:~(;·-'._,;.~.i. "':"l ,~';\-,L .. ,:",:.. I):::~-"~~;"~i L ... ·.~~.""::..;_.:J~.: ... .,.., 

qualifica tions -ct~ riOt~ .fo:tm;'-a:;oas:rs::fo~nis~op.:rxu;ons~ an<i:/concl'U·sions. 

we agree ess~~~~l:it:fr.L~~~~e;?t~~~~~~c~~~~~/c{~ f¥t~~~~Ci5# his 
raling dateneb-~y;-3:,c -':97$: __ - Pa:c:tfic~ S) ::argu:ment( .gO? .t,o, :.t~:.weigb.t of 

Mr. Humphl:ey' s .preS:~~o;t;ihd!· tio*\~i~s:~~d¥:i-~¥i:i~T~(ex~or 
~ "" • '." _'.... .. ....... -.... \ _ •• .., ............. ~_ '- ..... ~ ,.l" .. j ~ ., \. ....... _ :>__ ,,-~ ... , ... \ 

ma tters st~~<:l:~:,~!.::,F.?~:: A'L!~ P5~~E;~::~, :P,?:l~JJf2-:1~;;~~ ;~:-::-:~~1'~:~7' s 
comments on..antitt:ust:;:law):. \.·,.Grat;te4::~~ba~ Mr,. ;Humpm::ey ;is~ ;a.,r CPA and not 
additionally ~ti·.screniiSt :and.:mi.:engme~~}lOweve~' ,hiS?·'2on(:.~ons are 

;.~l-:, .... ' ..... :".~:'.:: :~~ "t..": 'y,' .:C·,",,,~, ~~~t~ ~:':'~) •• i ~):;~':~r:;l·.lt~ ~.~:. ;J~)2 .. !.r ~ ... 
not based upon hypo,the,ti'Ca·ls. ,;b:u.t);,~n:;,an ;a:ctua:l)'j,nv.es:tiga·tio,n)~du.ring 

which he con£e#.e~~~~,),~r:~~:~~St:~ .. ~s~ci.¥tf§:~~a~ -te:c¥{~g:p'ersonnel. 
\..; ___ .,_0_._1_.~)_ .. , .......... ov. .. '" .... _ ..... v..:.; <'>~"_.J""_-''''''V_C. '1." .... (' • ., -v :;)I. ... ...;,. ....... c 

If either staff .~tness~ mi'SUIlder,s;t()04::(;cer,:ta:in ;ma:ter.ia;l~ gi.ven:) .. them,. this' 
should be dealt with·1; 'w~:tn':" tIle:tr:conclu~onsJ:-ratiier. than'ralin ' ... ~"-,' .... ~ .. -. ,'.- g ... -- .. ,.,' .. "~" ..... ,-. -.. · ... ," .. ".·r .. 'r'·'.... g _..;, _~_":'*' ~ __ ... ~'I__ _ ......... '"' ............ ""..,. .... ,.~ ... .}+_ ......... )II" .M#~r., ..... .... _ ... ,'.;;",F, .... ~~~~J.,.",J..., 

the b/fr~dence .:-..~-:.-;s~bJl-6- ~ 0"':'0 -.......... "..,.- ,.,....~ ",~o ... .,.,..... ,... -;.. ? ~.. ...,..;...,.o ....... ""-~~ ..... · 
,",v... ~ .- • ''''?O<:.. <. .............. v .• _.". __ ~ ',." •• _ .. ,_", ~ y~ ... <!.J_.", ... 

G Issues' RaiSe<i~bi1:uRN ~":::':=. ::::0:': Z':0':c"C-::q ,:":l::,:::.:>s:,!,I:. ~;-S!)::::.:> o~ 
• . _ ·r~~-;,·""",;-:, :"'r.,P,.,r,? .... ...,.(' .~t"\-:"r-.IW!, ..... ~.t:)'!""'J .,.."~ .."".'~~ ~~. 

_ •. ' _ .~ .. _ -. ................ "..,/lO,_.. .;;~ ... _"oft .... " ..... ........... ~ __ 1'_ ....... ,JiI-' ...... _~,... ;(-,.1 ........ __ 

The ·,~nly;::s:ubs.tantive.; i-ssu~f.~~sed -:bY1 '!.tJIm~o~) brle,;::eonee:rns 

license contract, :e;q;e;;&t~.~~%:.~~by:;A~T:~u:the):iuo~l.L~~Efl::a~o~~and' 
.... _J~.~ .... ~ .... .;;; .. ~ ... ~~..,;--~--j,"-"" .. J ..... ,.~, ...... ..; ..... v ...... (..;..".; I .... ::) ............... vJ':.. v .. :_ .... 

employee informatiotb:c:a.tego:y~ ~:1'h:i:s:::~ubject:~'i:l~l; b,~.:cl1s.eu:sS'ed:: later in 
this opinion. \lr~ . (~l. $~o=~cc: !)::t~ ~.iA:;"7 .0::.::. 

::::.: ~...:..;.. Pi~*8ilY:,~:TURN coiitends Z'<=l:')~ truit?!;the :WCC~ttciJ;~usly found 
the AT&T ::bUdg"et ~decis:Lori;Pack.ages:;;(:BDPs:-'~to., be'!':a \]!egi.t:tma.t~ Csubj~et:~f'~: 
8;" 6:ade' secret<'J,rlvtfege·~bySp~a~i~·; zezY that':~dfsc];o~er:-o(-~he=··:sel:i ;;:0.: 

labs' case authorizations' :-shou:td';:~have ~b~ ~~i1:owid~.:'nofc6ti1:y~6, .::.ruRN:t:~ :J:::; 

cOlmSel but to ~s{:e~~~~t,f:~¢.:(~) ~A;di.;~i;~of ~e BliPs and the 
_~"''''_:J_:,.~_ .. ) ..)~_.t-.:.:;t:' ... "';.r .................. ~I~.J...' ... c.. ":.J\..- __ --.I'-,c4y J..,.J.,I...!...L. 

case authorizations: (:t<>. ... th~ geneJ:a:.b publ-£c):\was-c:requi-1:eCi-.:.by the 
""' ~ -. ,.... ~ .... ,;.+ t .. , ....... "*"1 t;. ,.~"... -:..:-~ .~ .... " .. ':'- ,./ ~~ ~ ~. ':!. .... """ ~ c 

California Freedom of";Informat1:on 'Act:::.- (--:---""''- ~; .. ,,,,, ~ ... ~'- ... .,,.:,~ 
:._,(. __ ..... jo .. ~.r~ .~.-A ...... ..: _1_1 ":';J~'':'~C~ c,,;': .':':)!)::'t:O~-:::Q':,:;~ * 

Trade secret privilege: An inspection of th~ZBDPs (see the 
description in the AI.Jt s ruling on discovery dated February 3, 1978, 

hereixlafter referred to as "the :ruling") clearly demonstrates that they 
-are--1>rop~r su~ject-matter-fo~he-px:±v.i:l:ege-;-:but the-s:ho~o. ,_ 

-.-'.' .... ,f:" (' .. , r~1:"'I. ... - ..... ,.., -~~- ..... ~~ .... -to,.~r-""" .... ,..,."" ..... ,.. ... ,...., .-_f"W'r ,.-,- ~~'f'O-l ... ' ,...,., ........ ·.;.O,.."'Oc~ ..... ,..~ ',.' .)'.Lilo:v_,-", ...... __ . __ ...... _''-;. ... _......,._, __ 1 ••• .f ~1o..kJ..-.I '''-+<''~''''''''''''.-4A''.''. ~"",."' __ "';oi~ ,..1,111"; .A .. _.:J'..J Jt .. ."J , _ ::.J ....... _ 'oJ 

• .........~, .. _. -. ,_ • of- ~ .. _".... ~. ":., :, ~. ,. ft..... .... ";. • /. ~ .""" _, _ '':'' ~ .~ .. _ ......... :. ... _. .,....-~ ... ... ... ;'. ...... __ .. __ ~ _ ~ ............. _ ~~ -.. 

* BDP stands for Budget Decision Package which deS·c:r!.bes~ :'a~=S:ixig>le~.cu:nit 
of activity that can stand alone and be - separately funded .. 

-~5--,""',
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this contention is that TURN was not aggrieved by this ruling 'oecause 
th AT.''.''''~- ~.,,f' d""~..r' 1" " ' "th'" . _.I.' ,_,,,'-+0"";'" .,,,..t,_,_;' O.·~/~, """""I'D1\.,.. i- .... -0'1'""-"" ... e ~'l:'C'oi~re ,·~se osure 'to<- e~!acl,;n,l,,'V'.e ·~ ....... es,':'~.L;.uC<.l.u.(.W ••• Llg~V'IM"':r-.J .. , .;.\. ..... 

"The trade secret privileg~~,s~n~\a.~s~l~:e.e:';2..~d~=n:;.~3:_::'::.::,,:.:c .-= 
"trade,seerets., may.:be.diselosed ... in. a. cow:t.t,S.~ .... '~:-,. · ..... ,.c 
dfscretion-' -(UrirtecSta.t~es··v 'Nat:l,"onar 'St-e-e"F"Corj?: - - -'~. ~ 

. , " (S' 'D'" ...,. ... ---"' larO) 2c 'fiRD rOif) c1' d';'" • .. ,..", '.- ""~ :.:;. ';. "" .... , " " .' .'- -.Lor;::;.I\o..... 7~ • ". V"i~. • ~ ~ ,--.an .' con ..:..t..,l.OnB-' oro' ... __ ..... ~, "".J •••. - '" •.• '- ".' 

limitations may.be imposed, OUl.SUch., discovery- .. ~ .~~ ~'\"" .. '_"_"_ ",,' 
(CCP 2019' (b)(l),' Supra;-'Gre hciunc'CO ".-"v 'Su 'erior"'" :" .. "'/' . ,,' 

··Court .:(:196:1):. :S6.:cal::·2d; 3SS) .• 3J8-3S0.,~ .. $4. p.- .. 2a.Z26;,j~:::D.;, ~,~;:",:-,,-~ 
" Investigation of, Minimum ,Rates.., (,1968:). 6S"CPU<:,.21,., '" ..... :,_.:.:,- -v 
. 72 PUR 3d 237; ct. AIiIiotation, 17'AtR·"Zd·"38·6~.-r~· "' .... '" '.H,Ju O.'H 

..... ..-~'~",..- ':." -' :-- \r' ' ... ". __ ._- .... '" ~~-:-->,- ............. '!- - .... l'. < ... ~ .... : .... 'Of!"i" ~ ... ,~7 .. , .... _,..."\ ........ _,-:.-.I.w. ............ ., 

"ConS':tder"ing 'the' "faet-"thae"· aet-aneo·· eross~'examinat:r'Onh - ~ ,., .. ,' - ~ , ... . 
oy: using 'the-·1IDPs was :undertaken:~y ,comp8ny;;counsel,~;'c ~;:~S:.:::;:N:) 

_', 'I .. believe., ·it would",,,'.wo:c:k)..inj,US-tice t.~,.as .that..,phrase " .. ~ "~'~ ... ,." .. :...,_" 
·'·"is··useo: iri""Ev:i:"dence'''Coae' 'Section'1060' rt~tne "ED?s- '.-- '~"~"-'-""-'-' 

.. '~;fere'~ot:~ :re~e'i vea.,:.:t~to !7~d'e~e~;t? ~that:::COw:iSeJ:~ ::;OC:..;' .::.::~ ~;,~.:J" :: 0:: 

-: .:' p::~e--~fl1~~ap~~!~i~tird'e~~~~~:~~~~~:::,::.~:o:, ~/ ,<~,:.:.::.;,: 
·them· ',i1l~: prepar.ing :the·:tr:':br,:i::e·fs;;':::~or;.:aIiy: ;-ebuttal ::~::.:.::: ".::.::::':':s, i: 

'. case. ~.,Further~ .. the-.natu:.e.,of, the .. materl.al ,.: ... ,t.. w.;- ,.,'.' .,' "', -"f'" ~'.> 
'... contained' in them; 'wlUre~ nthru 'tile 'C"trade- secret''''~- -' '.' .- -"" '-'., '-

category, is, in my opinion, not so' setiS:itive:E:a;s:':' '~'~:';":::'~::',~:.:. ~:-:::. 
to create a security problem for this -,commission ~,_ r .... , 

if it is maintained as a sealed exhibi-t.=, ..... ''aVlri:-:rab-r~''~ ::;:);';:::;~ .v 

':::-":only'-to. counSel." foio ~th4i:.parties: wh~jm,v.~caetivdy:):::7 ... 
, ~_participated. :in: ,the,.cross-e:x:amJ;( ·nation, .. rela~ng .t.o;".J.~t-C""l .','.\'.','.':"':'~". "'.,',' ,'. 
" Mr~"OTRo~ke':s"~e ''of them'" "speC:if:re:any'~~~c:o~s'et' '~". ~ -.~ wi 

:::, .::, .... for;::Paci:ficy: the.'.'staf(,:'.:.ComPr}h, .Intercotlnect:;:~;::-::-::c~:;;...: :::.:)'I.:::L,::=:::' 
and TORN; see footnote l).".!. _,.., '. .... :~,.. ", ; .. :., 

.. - ...... ~ ........ ~~ ...... -~ .... -.I 

.... ..:. ." ".ttJRN.~s .. brief ,removes. from .cont~ the-:remarks~.o£ ~the· ALJ on 
..... ' .,,, .. -' ." " -,", ~~._ ..... _"., ........ _ .. ~ ... ' ___ r~ .-' ...... ~ .... . )J_ ... ., \ _. ,I ... .:,._ ....... -' ~ ................. • 1A..1 .. ..,;... t ~ ~ .... .1...,# .... -;.a..i .... lt."Iv _ .. ' . 

the, .~~j,~~~,~,~~ . .:dJ.~~~~ ~~.<!: ~~n~.~~ ~t~_c:\::~~~;~~~~;~~ :~$;.~e~::~.. :)~~= 
that ~~~.':."~~~~~_~~;;:~~~e~~ ~ ~~~~,:~\~':~;~!:<!\;~~c.~~~ ~<!~~~ 
the ,?udg~t ;:.~ec:~~~0X::~~,,~~~" :!~~e ,:=::.h~:...s.;~~~~~~l,:;:.~2-::;!'~=:.:.!2. 0:~.c:J ;;::c;:...: 

" . ,_ ._', .'_. ,'.', .. '!.l •. - .The ~DPs", shall., ,be .1:ece.i,ved .into. ,ey.idence..--. ..., ... ...;. ... ,,~: , '0 ., ... " ...... , 

<. 'niey' -sha.'Iroe"-pr.a~eQ :£xi-a. "seareQ~conta:iner'''' v_ ....... \". __ h,~~."' .... _ 

'andt:shaJ:l;::be:ava±lable: om.j'}::t~ coUnsel). for.'::~.~'::-::c:':;.:.:::. !.:,:;:.;;; .. ~ 
Pacific~ the staff, TtJlU!" ,.Co~ath,." .. andc -:"'l~ ... ,:·", ... 7 r::. ~._~:.. ~ ',_"'I, 

. Interconnect. No co 'ies' o'f' .. them"s~lt be''''J~-'''''- ~ .... _ .. ~"' ... _."_:.>0.1 
" - --~ ". - . .P •. , , ~ 

.:~::' :,,' l... ..:'1D8u.e; .... ::o ::::0:~::~~1'::~::.::.:: t'!).. :_~f .... ~_!)_.~_.;:_~:_.:.:_".:_C_j_$\ .... _~O_Q_~_!_)=>_!"'_~,.._~ __ ' 

- - .1-
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\ :'~.' ".'::,'v. TORN :~oimnentS·.:on: ~::eerta1n negotratfons:'::1:)e'tween.':.tl"ie ~e$"c:;, ~':b 

eoneeiniD;g.:. the -:BDPs ~prior eo:·"the F.ebru8iy·:~~l;.ing (.Onef.;)tpp.'Jt6:-7 ... ,.,:... bu~ 
the :rul:mg~:·sapersecred·('any:,prote~t:tve·''''Or~er·;:;s1:gile<i::by~st;fpU:la:~ron~~pr:ror-:':(::. 
to that' time;';;' ,:The ~:record does../'Ilot::(l~'oUstrat'e'.~t::'.:'at:<a:ny t::[m.e V~t'U 2.1:::, 

copies ~:of-;:the BDPs ~wer~:';turned·~over:..io ':'l'ORN' s;:""..c'otmse1l=(Ms-.::MUrpllYl lTORN 2 
waS' deriiedLan::opportUnity'::to' eross~exam!ne:any ~st~~f ::or;BeDl)':SYst:em: !;)::~.';';' 

:-,'::W:i:tnes:s.:<concerning::them;:.or was.':otherwis~e~':prejud:reed:;:~ (>It%b:OU'l'dC'be 9;'-:: 
noted that the argument over whether a eonsultant ·shou:rd,:''be:iart:Owe<:i~o"-:r':: 
review":Be:tl: System mat-er:i:al had~.o·;"do':':W.i:tb;£.the~.t.LI:8.b~s:~.:e:a:s:e:~ 
authoriiations and=llot ::the\'BDPs;::'1"t)RN,:ma:de n:o::requesi~th:atbaceons1%lt'aiit 
review~:the::BDPs;':;nor ,d1d:any<"other .~;.;) ~;~;"';:;. '':;·:::~':.:·.G,;:'.r.·.:..r;.::: ..:: .::1 .... ··) ..... · . :;X(;I;t"::C~ 

: .. ;:,,;"'::.-.::-: l'ORNrs','eomments·::at~-'the'vbott'om~::of~:page'\~3:~d·thebbot'r'OlIl oft:.:; ,.

page 4 of~!its;brie£~:.:..'When:,read::together~~:tnfer;~tha:t tn~ At;J·::lC>r.uthe:)::; - " 

-Commission somehoW::p~e~~;~d~-::TURN~;~rom':'rec.e:l:vJ.ilg th~':B])Ps~hen tlother 
ies did. Ifl"thiS~,oe~'~ -~d, :~!t:J~~7by::;c{tl~ti:-g~~th~:p~ir~, and -part _1 ..... ,..., .. , <',J .. " .• ;'S ... _ "'-,«,J".J.,. ~ .... ,.;.,..~ t .... ___ .. '-1...) .............. _ .. "'_ .... .-.J ... ", •. ¥ .... 

not the ALl or.:the~COumtssiori~ ~:. :;)3: ~o:::: ~~.~)'=:;C'"rr=::-: • "!"~ 0: ::!$~ 
~ .. :·~t· .. - .. ·l~· ''''--;,,;,,, """ ... I-::.'!.. ..... -.·_-"; .. ~T"- .. ;;, _~~ '1,.,_:.:'.-.."r:.. ... ,-: ..-::~...A .. ~ .. ~::, ~..: ..... 

FinaIly;-1~ ~e'~~ ~:fs;,~y. ~ ~~~t·.a?9~~;~~~;~t;~~!;~:~;~t" 
character of the'.~BDP~;' au.:~ination90f ... them=~read:q: .. y:e·s1:abl~shes it 

;-... ·c,...,J ......... ,,-,'''- "-",- .. ,'\'" ~ .... T·r.-..·'\, ........ ~,·"jIio ...... "'- ~-f~ ~-(.;")~() .... 
(see AJ...J,f s Ruling; "~~pp:._.s~.6 ):.'::.--rhe~:,rea:sonS ~or:1:'1m!tin:S:.-d!ScIosure to· 

...... ~_ ... '" ,_. __ . " .... - ... ~ ..... ~ .... ~,.."",' __ . .-_ ....... .." ... I~,)." ... ...,;fIo.,., ~_."" ....... : ..... "~ . . ,,,,,, ... _ ... .1 ..... _Ao 

certain parties .... .:are:ade<iuately~di:sciuss:ed-=iTl tae"":rU:i:big ~andr.Ueed not be 
~::-ci:;.:.::~:~::,:~".: :.;,:--~ ;;;.t.:j:"J~~~ :::' . ~!'::v.:.::~~l~on·=:":·J::" .92C~ 

Npeated. ;")"".~,:·,,, __ ~-..r'r~r)_ ...... r:., .... "v; ";'-'~r''':r.if' 0'" ",.'" .. _~ .... ...., .... _._ wIo,--,.,.JI,..'Io,.,_"'1 ........ .;..1 ~ .. """,,.....I... 'til ~.,.,}..,,, 

ItTRNrargues .-(brief,. pp .. ,~, 6-8:) ;.that, the .. aetions. of,., the nCommission 
~' .... _ ..... __ ... ,",_ ~" ... _ ...... ...,. .. ~, .. O ... ,IJ:.::.;.r..J ... ,,~_.,," ... "".O_-w.I'~ __ '" ..,..) .. "'_~ .,J"' ... .,.I., ... "" .. "', 

and the ALJC'Subsequent'::;t~~th~=.ruliug, (pl:u$ldelays:r.::tu, receiVing the 
,,~ , ....... '. .'" ,'" .... , ,.. ... ") - .. , I:,' '., •• ~.~.,.~.,..I - t 'f '.';,a.<~. 4": ......... ,.."..1{" XI":' ... '> ~Ir 0"" ~ CI""~ 

material ttom.::.,~~e~fie.X::f~t~~;~~;;.~;;#.::~!~:.a;~~t\:~~·:~~;~use of it. 
'I'ORN' s deserlption~~of:::the;:recoi:'d' :r.s.:~misl·eadtng~-:,.by:::wayi:)o:£';omisSion. 
:.~:: .~ ~ '-~~:~: It;~'1s2 true~that~:'When:"witness'"~O.'=Roarlce·~ftrst:tookzthe·· stand 

concerning:..'.this.:.:.sUbj'ec.t2matter::(J.8:aua1:y:3;. 'l:~718):.:co:uxisel:oexperiencea:.':',,;;c 
diff1cUl.ty;':eross;..exami=ri~·ng . h:bn :::withollt \:exam:[ning'::the<:BDPs. and:'harlng::;;:'::;' 

them available. This was the very reason for that part of . the ruling 
-Te£errfng-to'1:hem;-as-the:-nrl'fn~~es:-on-page-3-;-There~"S'"""II~7Sh~g;:-

:" ........ ~ ... -." .... .... ~-·"r\"'I' ? _._,-'- -'.," .-'~ •. -_._, ~., ." .. ,' _,' ~r;. .w"'"' . ..-,....,. ~TI"""-n..,...~ .. -'.:: ... ~--"J ?tJ 1 ' ... ,(..,~ ,. ,..) 

nor-'ca.u:~·there ~be::oa.sea7"' u - .. ii -~a. fuIl;,reaalu":of/tne:::recora; that'..:aiter the' 
,". ;-'--, ~'-'-'.~- ;,)..;po-, , --.--;' ~'-,."". ~.-~ ... "'.-: .~ . .:<.:::'-;.~::.-: '~~-'''7''~-~'-

BDPs~';werevdistr:tbuted, ~ TORN:or-~:any::: other~p.llrty.~was -den1ed':!oppo;-tUn!ty 
to ero~-~.~~';dn~.,,~~~ie;~~~ciC:il~~~", ~fi~'~, i:. ,~. :::~ ~ ;.?,~~~::~~~: ~:=,.: ~~~: 

.... _, ... ,.. ....... , 'W" __ -..' '4'~J'1 ... _-............ .! ... '_, ........ _ ................... __ \.,1111; ,11.,.,. __ ""' .. -\0,,>1,1\ -1o'~_.,I ___ ;~"' ____ A.I 

:. :;:=::"~'To eb.a.racter:fie the·-~remarks.'of the:Al:J'oas .nehastis.tngtf'~,(brief, 
_ ...... , ~, ...... , 1",. ..... +"; ~. '....,. ",.... .... .,..... P, - '"' t-· '.., :') " ..... '- """ ~ .. I. ~ ,"'" ~ :., ,\~ 'Y':."I.:"'" ,.,...... 

p. 4) is unreasonable. The-A.tJ .... rema.rked··on1y .... th8.t .. Tt1RN's ... ·request~£or. . 
>:\ ,::;~1~·.'-:r·~·1:.: .~ ~'~ .. :~:\:'":,~'./ 'O~~~Cj::-:~:;,r.: ~,:,:~ .J;Crl~~ ~~.:"~:)2' ::.;~. ~},~o:;' ;.!::c~ .:.r' .. ~~l. ~'" 

• ~:. ~.}:;'::,-2 .. ~ :!:" _ ~ .~~~ ,:> :~::~ j: :!" ,e.::; ~oc::' ~::~ 
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disco~ex'Y. -:'W~ ~tardy,,;· ... whi~h :.W8$,~t~,.:\:: NO:twithstand1ugl':this'l.J=..however, 
the ~ ..iucluded~.;.'IVRN ()n~.:.an~qual.c:baS:'is. in':hi'S r.ul::ing~of:sFeb:z::ual:Y.=~;}:.::c.:; 

, - " -"" ~-

and: ~~e~$e.r",t:r~t¢d:c.~;~;e<tuaucf (nth ::the co.the.r~paz:ties:~r~ega;di1:1g-: 0:::;' 

disco~e,~~and c:r,~ss~a.ti~n. __ ._(f):;!her:ALJ)~-s, r.emar.ks,~~lloted:c::Q'O' page 0:: 
5 ';:o~::1'ORN~.~ ,:.hrie,f; ~COllC(!~llg. ~h±s:re~'c:t(). :::~,t~::add'it,i~na~ hearingG<iates. ... " ," , ., 
were not~~ire,c:,ted,:a.t :'1ViN, .. :wt sat:.'::any,-par,ty, whi~lmigQ.tC:i~ek.cabdelay; inw 
the proc.eeding .:to pr,uent,;.a. !)tardy:,ease:::<>r ~to. p,r.epar,e:~fo.r:lC;r.oS.$~examination . ".. , . ....... . 

Disclosure of "ease ·authorizations,:: .:Becaus,e: ~'~:s desc:ripti'On 
of:.:,the-:;r.ecord :.;on;::this ,;.matter: trea.tS'..::.certainc;e:vents ,:;;out ;)o.~ chronological:;;. 
context, we will summarize the (~use::o,f the:Bel·l':,;:.Labs -::C&se'2aathotizat'ions,'" '....." . . 

in this. proceeding. ,~:~ They ';:~ex:e ::£irst ::;reviewed1.>by: :.;;~ta£:f.:.wi tneS's Hmnphrey, 
in the'e~se·_of, his iuv:est'i8atione:.I.::~othe.::AL1_r;s:::ru~111g-.:s'tates':.c, .;. '):2;..3'2 

-',"" .". "."In"'thec""'ura~ of: :'·hia ~,.r-':Ve·t'''·ga-.l·on')t:,:,..t-~·'iHl'lm1''l1..-ey: .. ~O"~ -'" ~- ';, '." :- "'-~""" , .. ,._ ..... _ ..... ~,'-'" ~ _ riiI"' ... LXL ~ ,_ t.. ,-,.~A.L...-,,, rJ '-r"~ '.;iJl .. , ...... ,~\"II._ ~, __ ,,I.... ....... ,,y~ 

... "exandned;,..,85:.eas,e ,autho,riZf\tions f~\:r::J3,e.,11, ~b,s:.,- .., "", _,.\ ; ........ r.,.-
,,' "--research "funded~by..lAT&'r."·1'hese ~doccments "'Were-'" ~"" -- ,,,. - ..... " ..... ~. 

sent to Mr. Humphrey from Bell I.abs.;:;::examined~at,::,c,':""::.~ :,,1.-::: ;.:::: 
, . the ~tate~Building . in. San ... Francisco, ~and retur:ned_. \';" 
'to-'Pacrfic-personnel'.~' -'!hey were'~kept~':Ln a- ~\.;. .... '".~, 

, ·,confidential :\status;:.::,were~-::not,;:'.azade:r,part o£Sthei>:::::::~ c '::!.!: ;:,).,,~::.:.,-::,:> 
, . .. record, andllo. :,pho,toeopies "~ere,,..made -.of them .... ~ .. '" . ",' ,- ,~7 ' •• t ,','" '. 

. '-Mr; -~hrey -held -num.erous'~- telephone C'eonversat:i:ons .... '" -..,.", -'.'. I 
.:with.:the.-:::Bell:-.labs personnel<~responsible=,for-::the!.:I.~=-:;:::"(' ::-~:,~-.::-:~.,,:; 
ease authorizations in making his determinations 

, as to which were product-related • 
.. ~ '..... ~, ' ~.' " _, _ A ... .." ... ~ _ .. _~ 

:- ., 'J "UUlike the ~'·sftu:ation::Whicli -deveioped'::With ~the '!BDPS~ ~ 
_':. Pacific.':s eounsel~.~did:.:not us'e.::the~>c::ase.::authorizat'ions . .:..~<: ;;':-;.c. 

.. , _, ,to, eross-~rie the ~t'J.:u~ss,,:, a;1:~o~~:che ~ was ~ ~C' ,,, .... _:,. - .. ,_, -"1''''' 
."-genera.l:l:y··cross-'exam1ned '--regardl.ng"'hl.s-use'-of-t'hem:'" -.. "d.".~. ", .... -"J. 

,,~ ··in ·making~,his·"investigation.'" ':..,'-RulinO'---p:· ~,3 .f':, --:,-, ;..,. .... ,,,...,.:., ',> t:t~~··":,, 
,>",,-'.,-,..... ." "'~ "',' ._ "'~\: ~110_ ,I.,. .~';/_t.,I~_.,....,.J ........ ...,; ~ . .1 ';'J:~'w/ ...... 

~>: .. ,:'.: 'Ihis;,:s.taff:.;investigation~took.::place·;...ow::ing:)1916::~a.nd::::1977.. The 
staffl"exb.1bit's:::,.on~the~subj.eet are4.:dated:.~gustk"'.2:&.,:~1~7,:Z·~and::.we;,el~z..:;l:::-o~ 

dist;-ibuted::;,to the~i~s J: short ly ;thereaf,t-e~ .. :;::-):hey:.:::.werecmark~lf()r::~.: ~ 

9'1' 'The-ALr's"statements quoted~:tXi-TtiRN'$"brief-'at thi~s~-,ooiD.t ieneions-
=~. ,~~~~~~~~~~~~~:~~~~~~go~~f~~~:~~~~;";~~,,~~~ 

and Inte:;connect for a 60:day~~~ns~~n :0;, t;i.~~., t,~ p~e~.~1l.t _,~,~.... . ,,_ 
affirmatl.ve showing would "be -denied;'·J ~There'"was- also'°'lengtliy" 0 •• .:> "' ... 

:: .... :::argament,.;:over~a. proteetiY'e order:-tcnwhic:h nrRN~was:::not aTparty; 
_"TURN,,-,d~~_no,tr;participa~e,.Jn;.,;~~~~~~cus~i?~ , ~-·,,-ow.~, ............ , ',' ,. (,\ .r~ 
y · .... v ..... ·.,~ ... '..,#.w_""_ .... " ... ..,'<-.J.,. _.~'01"''t-~ "',_ ............ ........ ...;'N .. _,~_ .... ,_ ....,.......,. ... ~"*~.~.... .:,;) ...... \.It~.IA4 ...... ..,;...;..:...~_ .. '*"" "-_ ., ........ _ * All work done at Bell Labs is performed under a series o·f 

authorizations called cases. 

-18-
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identif"ic:atiOn:'~ Exliib£ts)C285 'ailcP:Z86::on': oe·tober !zS.;O:l':97:.7l:(wheil ::r;.::'= (S) 

crosS:':ex:am,nation< of;' Mr:C·Hilmt;hrey;·O'egan:):'':"ana =reeei'ved: ~int~ :eviQ'en~<tWo.:!: 
days later. !he cross-exam:ina't::t-on::::of·f;Mr:'. 'Htmlphi-~y: :Cont:inlle-d?:throu:gh::: 2:):: ' 

o'ctober:t7~;::"when"lle-;:WaS:'~eXciiSed:' sub]:ect·~~to-;;rre-c:a"l:r-::c-: ~ rreV1:ew!of the 
er"8tiSe;ripts for ;·thes~ 'dateS: (!1l({icates::;that ;'!URN ~dla .. (tiot :er~ss:"'-examlne~ :...:..:., 
the' wittieSSrCat ~t::<tiiii~.:·~!:;.::::l :):;.; ~::'~~'t,\'t' ~i.::l:;~~) <:=-;9~Y..1) zr:o':~s~~L~:.::~o.:;:::,';:!:.\= 

.: ~ .': -: .,::~ 'dis~ioti':O£=>~u;1::tng>c.mcr=Jo~(prodiiciion"!J:Of.>.t1i~:sel~~~o::.':', 
Labs ciiSe\"aUthoiiZa:t£ons"!;:tookcp.l~&~~on:{Oet~ober ."i7' (rt:2.2722r.:71249);~::L:2 ::':.: 

w"b.ile'the W -partiapated:~tt--th~rdiscu'si:ron?:n~ aecJ2ine<t- t:o:t:is:'sue"!~y:::'~'': 
ruliug :on ~:the' ~subj'eC:t\, :.stad.ng<tbat-: (nO: mot·!,on;~(f. Oeen~ ma:de'"! U~Il:~wh::i:ch;::::":: 

• ~ "", \ 1'_ ~ '1\" r, ... .... , .. 
he coul:a~~e (tr ~~, :7234};>7, tat~~;;.coUnSe-=.t:; for '·Paei~f.:rc):Of.f~re~J~;.provide: 
nine' ··da.se'·~~o:d.i8.t~:to~,;subJeet:·.:'to \eer't:afri: =con(l:rt::rons~.-::l,~Tb:is):was ( ... ,[ J, ." c-; 

unaeceptabl'e ·:·to::cOmPatn "ancf':1:ritereon.neet;~; ::CoUnsre-1. ::f<>r)lPacti':r~'moved~ 'toi:: . , 
.......... , :. -~ ". ..* --. _. - ..... - .~ ..... "' .. I ~ ":" " .'~ /' ,......... '''' ,- \. • ~ ,. ~ 'f ~. 

limit ''ProdUctiOn to tlie- -nine- cases' •. CI'hfs-:':was~ Jthe ·f:[rstr mot:t'()n~':by.:any:.z. ~jd 
. party on the~subject. The ALJ denied the motion (tr~S7.Z49~)r".:cotnaienting:~ 
that anyone would':oo-..:permj:tteti' t'6;n18ke:~'a:' latei mot:ion\::fo~l~roclUetion of 

more case author{iatio~ ~d ~~~£~~¥~~&~~;'~p~ojO=~~~;~~otective· 
d ;':~~'" ..; ....... ,~,.. ..... ,... .. - ~ .... At· ;-....,..1·',·' ... ... "",..-; ...... ,..,~, •• ~ • ,,' "'~ ... ~ or er. 'It .. • -- ......... ~~_vJc,~.A .... ::> __ )",,J. .. J ..... j~ f':"'.::"\..,. __ -:'.;',,l.J _0 2~~Z':':' ...... c· ~~'"l.S 

""j,....._,:,~_\7 .... ,_,.. ... .,.--~ .... ~~:...-...., \I'~_"... ,.":t~' .. ~, ... ·~."·'''r.~''''~' .. ~ f"-~''''''''' " "'~;-''''' ~ - '. 

TORN =<l!d ~not"" "irt!c1 - -ie ~:rn ~t1le::9:fo:z:~el:iti"3x?ed :crtic:\1:ss.ion. 
-.- .• - .j J':p' ., - _" .j.~. _ ..... _ .... _ ....... _ -I.,..,"" ........ ~ ... "' .... ... -...1 ..., ............... "';" • .J 

. The October liearhlgs:cont:~ued~for ~n·Iy.:-.one~more~::-d:a.y~-:when..::proceedings· 
d · d· ··l'··.::...·~~:..., .o/. ~3 .... ,;:~1:9~·7'")8· ::.-:::'<~ :·-'.::?::"....::z~·: '::':)::Z'::.JO~~.C were a J ourne-untl. ~~llA'rV:, , q " .... ~r - ,,~. ," fJ \' _" \- ,... _ _.... •.. 

',,... -, ...... ~ .... '~ -~ - .,...._,-............... '1..,; "",,_'_. ",\.,.I" ... ~ \ 1IItt""-l..i ~,~j.C;; .... ,! 
Between the:=conelus:[<)n :;(if~-:the:·":O(!tober.r.:hear1l'igs.r.anci .. :the 

. '--f.--'''')'~' ", ..... -:: .. , ... :---r-:C"'....,.., .• ,.:..- \ ~·'i.~".. ...... I' ... ,... ...... . ;"'''-'' ...,.,.. ~ .. ~" ~v ~"t~ .. , ...... , ....... ".".0;..':'" 

beginning of' the-1ieari~gs,-:-;tj.:;J~ ~ ;~;rfia~~~~~~~~;;o~:o~;~y subj ect • 
(Compath and Intereonnect-:;moved= to~ extend~1 the:' date: forr=f.tJ:.1ng::.their own 
exhibits; see quo~~.i~~f~~~~~~~:~~~g~~l~;"2 ;~!!;'~~'~;~~was . ~ 
d i -d') "" ; ....... +.,. .. , ... ·',":"ofA: .. :" ..... ; •. ,,..,.-- ... ·.J, .... :.O,. ..... ~ #"~ , ......... ~ .. ~("'.::.. -- flo":: .... exl. e .. -, ..... -' .... - '----'.';'-' ..,.,,1~ .. ~\.:~ .... ,,," ~ ..... "'({i: ... _ ... "):;> _) .... ~ .. A"I .... ~L\.t, z-=~J'..iI:;"J: 

..-,..,~i---r~-·-·~·i ... ~-~,. ~.-f':- ~~-.·.-C:~I~,... ":"'-,,)-:" ':".("o'c- "'~o"':\.-,:· 0 
Still no;m9ti9D. "'was:1ii4de-by,-;'any.,' arty ~.'re·'·ardi"'tri~"ca.se -, ... _. .. - "'- -- .. _. -__ , ... P. __ . "J..I,_ 8 ... _ _ '£1&z __ ...,,~, ...... 

authorizations un~Sp1e.v.ack:~co~nS,e,l!£..~o.r:':C,~mp.a;)1~Luipi.~~ inter 
alia, for production ~ ~f:~S' ·:W~ :ili~hg~i~t:iO~~ ~'~~.;~~ i~~;~~#ted' 
January: 13:~:·197S,:J:J:le~t;not.i9~::J)e;ng:,:~:;,~e.d::~?;=,~~~;r-~.~9~:)'"!C~~~~~,f~;-::;;;~ 
TORN joined in the mo~ip~:.(t;r •. :~<?20 .. 8027).,v 'Ar~ent also."dealt w1th.;.. •. (.,,: . "'., .. r,,_'''' ,.~ ... w .' ......... '~_ ___ ..... , -'" I ... ~ ......... _ " ........ \ ... __ .-:' .... (;.."' ...... ~_ .. _~ .. ,' 

BDPs and with, wheth~ p?~_t.i~ns::;of.':>¥r; .. ::,¥~phr_~Y'~~~.;~,~il!l~~y-=~~~?uld be 
stricken. The AU:': %ule<i'= (i ~FthS.t :tb:e-'7:·BDPs-Yshould:::be· re'~eivea: into 

,;\:~;; ;:.; ~~::::.::.:.: ...... \~!/;) ":':f)'i-::O !:~~~ .. '·':='0:·C',::r :!,JJ,.-!.:; ~-:\:: ..... ,tl:I~. 
evidence 7' avail.:a.~l~ ~~.~0~e,;;:f.~8~~;;B:~';'Y~;~~;~~ .§£-!~~g TURN; . 

::- . ~;::c·':::f.,:;l~o~"'~:;~l: ~/::'::"::'.J :?Ci.'..l ,,::,:,~,2' s:i.~ ~i.:>:'!:l~.r:!· 

-19-.... ,"'-
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(2) that "'PaC£f:i:e:~shou14 ·.not::.:b:e~ l:equi~ed:;,:t.o px:od~~iJ:.9-~ ~~~~~~:;);,2:, 
autho:z::i.zations ~:and ,:<,3)~: :.~hat :.e,e~~:: .,m,ino.r="rP?r~~~o~ oJ;:: M.;;.:: ~~"p'~~y..'~c-: ~ . ...... -

testimony::.-shoul~-:.b:e::-~tr.l;.·c:ken~as !J.'r, ~~~~i.x~_-:"'.~i':Y'_(\--"~?v~-:.C2 "'."".:-:- .... c -,-, ~ ••• ~ .. ,,;., _ ~ ......,..,..- _ ~ ___ -' _ .~"".J_4..I'~,. (~"' ..... ~~"" 

::,',':: "!he.·~r:ul,ing; conc,eJ::llin~ :th~;.:~.: a~t~~rAza_~ot;.~I "!~~~ .... baf~ :.<?~ c~ 
ALJ'·$,;,belie£~ ~that :s~owing,th±s ~v:.ol~~)~f;.~~J>rf.e_~)~~~ :..~~ ~c:~~~~; 
telecommunications experts (which was the intent.~~:t::.o;'t~e :.~~~~~1w ~:::: 
afford~ed= ,:~aci·f:ic: (and~ .B.e;l,l) (La?S; ~in.a~e~~;~.:~,~~~C#~ l<?:~ },'!!.8;,. .':pp.8-l1). 

He stat~~~ ~i.nter:'~a1ia~~ ":In.~ ,:o..¢..:ni~n,,)~~~~~~~c:t~~c:.:~~~v~,:~ ;;~ c:.-': 

re<:t~:r::ement;_and: x:ates;:;;in; gene:t:a,l;~a.x:.e.;~~o'q~1"1?-~d'T.;-~~~J~.~~ ~~. ~ 9':'.2::Sw 

instance,.~>::is. mox:e: than: adequa~e,ly~ Rr,ot~e"c~;:~~~e .~~~i~~~~~.::~::.;_-: 
~ . ~ v 

in~es~t:igat:ion;:and:ct~s::t;:i.m.ony ~n: ~e::s..u:~j ~<;';j?:~ BeAl~t~bs~,,:,:~) ~~~O~ .)~.; 
p. 11.) :': Elhe: ~ru:lin&:.then: ~~til:JU~d:::by c.~~;i:ng';:. ~;.c~~~ .:i;,;::::.~~*:,~s~:; l!::' 
the: r.equest:s:~sho~d:ct>e "~ant~,d tf.~ey::~1;~~4::il;:~y :~"p.jy~? ... ~nc~ ~~~~ ... ~c;_~.t.:~ 

. being;::th~roughly; tar,dy:. '!:.:"::(Rul.;ing~::";p. ).:2i.::)~~ ~~~t~& ';~ .;.~~~=~~bJ.~c;'.tm.::::' 
the: ·l~ul';-noo, ~ontinUes :" ~ . ,-,.," -, - ."':... <r;' ,.,. ,,' ~ ~, . ~'''r' • • • . ~.. --0-- , .. ~ ... , l ... v·_ ... O'"''''l ... ~-. ..... ..:1_ ..... ::.,.:> ,---,"'.'" :.J..+.~.. .~,:>!)'::G-!JZ.' :)~= f::'O "'\C:-:..s~ ~ 

"~ >: .:: :: :·!App:l-icat.ion .:Na:-;: 5:~92: was: ;.f:i.led~ ~tl. ::E:~~~c'l~":::Jo< ... · ~::.'o '; :';.;:. ::: c::= 
. . 1975~ and a substantial amendment was filed' on . 
. :: :,: ·:'-:.rantiaiy(·16~;··::,19"&.:':'~~ TWO:;;prehear!ng conferenC:es: .. c:or~::,:;,::, :;):;;:,:. ~~·,;:o;;; 

and 63 days of hearings were held' through 197&. .-='~\b-:(; 

.. ': ~.'.", :.;;;~. :::~f~~:~~;'~~c::;~ ::·Ei!~~~~~~~~~~~:~i.~'~~· 
.~of-(it"were\·presented:::in"the, s,taff;~:.s:;"':~i.~it; ... 3§:~4 -::~<;o:: oC :X'.'7 
associated testimony; see Decision No. 88232,. , 
supra~ pp'" 71-76.). But beeaUse <:of'<comp1::i;eat:(otisz,:;,::c:;;,;v ~,:;;.'" ::';.::" .... 

· ,,'in.:.dealing~~wi:th-;the.::v:oluminous;:material;,.the- :1:::.>') ..... -:,.::;: 

· :··'k~~~~~~~~~~,)~~~!!~~e~~=~~~bm~~e~;:.~~U;~~) ';.~ ,~,::~: ;-::::: 0 .:,( 
'. :'regarding",other>,issues::.'(subjeetbto:<briefi';18.)~,?~: : .... ;'::~:~ :,,;::·.::.~~c.::.,> 

. November 5,. ... 1976." Hearings were .. originally , 
· ' . scheduled" for mid-19 77J~::on-' the l:iceriS'e:; contract:!'? '.:" :' .:; ;:::'." ":.: ':::-. :'::::' 

matters but further delays postponed them until ' . :,:;,,; ,::~:.<;; 
", "October. 25~2S.~ 1977. ComPath and Interconnect ... 
""'~ appeal:ed';for~,·the':f:f;rst;:tiIEie at:,·thes'e hearings:;: - .. .::::::: 

"~ ":'~ TlJRN."had-been-·an~a: arance since.,J . 26 '-,- ~·,-c ',-,: .. ~ ',-" .. :'~ ...... " __ .... ~ ., ... _ ............. ·,"'.., ....... -. .... ''''' .... _.-0.'.# 

:,," .::empsasis~add~~~~:g~_::;:,,:~~.j:'::g~~e~t~~.sgmz;t~,::. ;;:o'::::;,J,:::,c::,- -,::~,: .;. ... .':.:~~. 
) ," -----

After:: brle£:tyJ rerlew1iig': cel::t.ain~matters!":reiat'i vec·to!:·,the. October':': 197·7:;.;-;;,£::' 
hea.rl1lgs~ '::dis~sed previoUSly, (the.srUi~ng·cont'inues:,: :2':-:: ::-J: ~ .. ,~.::c,: :;:;::::

x: .:'~.' "H"ear'iiigs~: resUmed·v::as:,:sc'hedtl.l~dS: on2J~Ua;~ '3:;i-l90'8: • .r:.: .~';(. :;.::;::, cC:CZ 
,::".~~ 'Ihere",:was some,:~spute-.:am~ng ~()~e~: r~g~~i~g: .. ~1::7 .:::0;-:,';:''::::;~: 

. ,'''-'' whether the,. protective order discussed in the 
, .,. - ,- ",~: section ofw'thl.:scruling:~coneerning::-theoBDPs. 'al(so.::.:.::;.-~~. . ::)~;:~';;';:~T~: 

included the Bell Labs case authorizations." In 
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~~<::. :my:opm£on' (il:ici"~u: ~~lea):;oIr:th"e7Tecorci~ -i:t::a£d? ~;<:)=,v~:) .. :~c~ .-::X 
" . --not . - No-, fomal1notio~' :eon~e-.r ng. cth..:.:. -Be::' ~'~~ .... Labs' .C·· ,::>". '" :;.~, ..... ~. ·r·-'" ,.,,,_ .. _.~, _ ,.",_ ... ...,' .... .4..A.A..J- \.., ''-.. ... ~\.t • j .. ) ...... ~..; _-... _ .... w~~ .. _, 

material on which I could rule was· made until .. . 
.. :Mr·.·.:sp:i:eVac!C, ~;.:l:ettei'(of :JanUa%y"~3~-:':'1-978:-',': whiCh -:~iJ ... ~ ::·~'c~:. ~t-~~. 

,<.· .. was>.heax:d: on':January:·20:,:->19.7:8:". :.·:'I'hi.s:~..rul~i-ng: i'S:~j.:: ::;.:-:~'::;:;.:?xc.~-::~;:\.o,:" 
.~e ... s:ubje.~t .. o~_tha~ ... mo_t~~.~.,:. ·c·· ~"..: .. ~ ...... ,. ..· ..... 0 '.·.··, ..• ,.,c- ..... ~ . ...,<",~, .. , . 
.,. ..... ".'..-- ..... F" .... , •• '''''' ",I.'~"""""''''''';'!''~ ......... ..,l ..... _,_ , .... .., ... ..,.,/0 ...... """ __ L' ,"'1~ ...... .It .. _-', .............. '-' ~_ ..... ,~' ......... ,' 

. "Since. ComPath~~. ~Itlterconne~1:. .. w~r.e .:not .. ~l:'~~aY:."'to ,. _ ....... "'~~.,_ .:.":~ 
. file -any'exhibl.tS'·1.'n "December' 'or '-present"WJ.tue·s·ses·~-·"" - ........... _-

.. ."...... J.Am,.A.,.". - ,·they· .... ow ~e-·tat·e· :' .... \0. -t .they.t~se .... L. .,.": .. i C ,". ;::> ': ... '":' '. ':. •. -. \. 
•• , , ....... I _____ .; ... , .. ,.. I'" , ..... ~ ', .. 1 .... -14. oWI'..~ :.. .. ,._ .. \.I..\"J ........ \ .............. \. 011 ....... ,' 

.... p:ro<iue,tion. ~~~.he ~c;,as.e,. au:-thor:i~t.i~~ .1;~.cr.o~~~:" .'~ .. "i, ,. _ ~ _.\/ ",,:'-
. " .... -examine·-Pac1;o.C"'"$ "wi~esses 'auo:'to' -present 'TebUtt'a:t ' ... "'. I~ .... ...."' 

:.:' at. :.the -Apr.iJ: ~hear.ings'.;:::..::.....::In- ~1IlY :;O.p:ini~D.-'::this: r.eq,uest)':;;:·J.:''':·;:;: 0:: .;-:..: 
~,'.'" .' ';'~I" .. ~~~na.ble~~/,-,,~, '~'I'.':·"'" ";.Ir" ~'.~,~'.",,,,,,,,>,,,,,,,,.,),,.~_ -f..)", .. ,~t~~ .~\,J ... -r.\~'''+''0'1";'''' t ..... ~,\'";".·.\~I._ 

0_ • p •• ' •• , ••• ~,' ~ ........ ,..." '..-'~.".. .,' ....... _"- ......... ..,. \_oK.~ .~ •.• "",,,,,_,,,,,,,,,. ~"';""'ul" ........ J.i,."1'.. __ .,;_ .J......J' ..... "'.;..) --1_ .""'"_I·".,.. .... ~ .. 

..... ~~:i:addi~.;~~n .tdo: ,cth.o~d.er.~._ t~ e.I;t~:t:.e_ 1.~Ag~h~~<?f.. '",_ :_._' .... : :,,:'~'.' .~ ...... ~.::": 
, -... '.' -S'~case,;· an" e- ... :act· 'wwaot" L."ere"-was'llo·-secret-":·..... - ... _- - - '-

~.::.:<d~ing.:.the-.~.~e-:in-chief:· (i1lJ.:l.9Z.~)::.that ::l:icens,e: .O)(;~:.;:.~::,(.~ .:':0':::;0,:: 
.. _., c.ont~a~t~is,~e~ wou,,~.d be. ~~~id~x:ed, .. o:v.~x:,<:two l'\7 .\~'_'::.;:_,\; '..,.~) 

.. ,.. monthS -went'-by from'1:he--October \.):9-77 "l-:I!cense . \ v '~'. ,--'.; • _ .... , 

contract 'hearings to the January hearings, when • ~~:::-,..:':;:£.~ 
ComPath Interconnect, or TURN could' have mo~ed' .. 

::::!or-':d±S~ovel:Y~')-':' ,,: :;:::..: .:;::~~ :.:.::.': :.:.c v':-:)":','::;";~" : ::O.C::;::'l:':>:''..::C 

: .~ :. '~'":I'::firid~ extremelY-1lXuikery: t1iat\r'~'cOuS:iQen~;:;'::'o-::C; ~?.:::':: :"::"::::''::-;0'' 

:' -> ·.,the,:compl~tY:Of sthe-::materia:l·!':inv.oly.ed:,:.r~ant:ingi".2:::: ::.:.::: ':-::::;. 
access to' the ease authorizations. at this time,. .'" . 

.. ':!:t:o':CotnPath;;:~IliteiconneCt~":'''';TORN,:J::'·or-'.8ny-otlier :) .. .::..::.r; • ':<";-::~:';':;:)':C; 
. ··par:ty ... :would:imaterial.1Y;·cass;ist; ::the) :.:Cotmni~:io.n'cin ~~.:: ::.:."':" '.: "; .):;..:: ;:.)::, 
its de.1:tberat·ions on the ,license cont'ract issues . . 
'(-at:"least -uot:"unless~he ~he:a:ri'Tig~-;-sd.iechi'1.e,:w~~-:~::0";:· ::;.:-:::: -.::,'~;::~ O~ 

. ".~':::' completely '::Aev.ised'l:and·,:;Co~ath..:and clnt~r:conneC:t:, ;~;;c.::.:: ,':,S ...:-:::.: ::::;:.'~:. 
.. .. or~, we:z::e ~gi.~~n ~l~dy .. ~~c~d· to- J?,re..s~~1;, "~ ':.,.. ............ ..,. .. ,. '-, ~ ~ case-l.1l-ehfef , .. ~or":at -' ·east a-ve:ry" etaJ;led~" ~ ,;,_1 ~ __ ..1 ':'V'-. ~.l,.I'-,~ •• _ 

... " ... ·rebuttal·cease,~aterrin ... the. year.,c.,~·~·~:-."",,; ', .. ,- ,. " .;. '..., ..... 0 .... ""1",::' ;C'._" :~/~-I .. ·"":'_·"';.·· .. ',' "'.~-_ ......., ......... .wI ,'" +~+-.Ir-:;"_f.,.)""'~"'" ,Jo._",.,J _ ... <,-4_ , ... _ ....... ~ ~~~ __ 

"In any event, I believe it is ~easona.ble- to.: .-:::' -::::~2:":::~.·;, f:.:..:::~ 
".cthOtDl%lenc~ $UeA. 1.a;g~,~<:;a:l~,.discov~,r.Y. t~s.. lat~~ .. ~n~,~.;,.:-

... ".. e "-proceeding.; '.A 'Tate"-l."Ucrease -app-l::teatfon .<and I ......... .. 
. -~ .. its:;as8ociated;:;l.nvestlgation:..{Cas.e ':N()''':~,::lo.OOl); . z:~:::- :.:.~ ':.::;;::.r: .~'.~",:;; 

.. are.}lot"endless . chains .•. ",The ,.t.est..year,~i:n~,this. __ ;. .. '._ / .,.-.c.,---' '.,. 
. -matt'erF'expi-red · ... JUne 30~9.7.~~Che·d\:il:ing~'" .. ~,.) ,'- c __ ,,, - -'" 

of hearings is not warranted." (Ruling, pp. 13-
14.) 
nrRN petitioned2the.:;Commis.sionc:couc:e:t:ning..:~,cer.tain:.:.aspec.t:$' of, c:.. 

the;:rulinge(';- -'Ihe::Coamission',:declinedy.to!3modlfy·o:Lt·.:.~l::ro:::·.u!:. :,)~:;:~:,' '.:J~-.::: \~:. 
.'."\_-'~'-"""._: .. : _".~ :r .... _-. ...... -_. ''"'1 .~ .... '~_.~.., ••• .-.,_ ..... ,-\ ___ -,"-~ 'M'" .~ • ••• ,,,.',f~ III" .......... ~,~. ~., ...... " .. , ....... ~ ....... / wt.(""r 

'.-' - ·:.;~.1'hi~~as~~o;,~:h~~eye.;~, ... t:n~_~?~ ~~~~:.ma(.t,t~;:.,,~.o.'?-\~;;;;t;s;~~he 
""" '-- .~_., ..... " ___ ...... _'"'_ .. ~ ...... ___ . .....,. ~~ .. , .. ~..,.I ,:, __ .'_i+""~.)_' .... '".;..., ... '-'_\.., ""' _ __ J~ .. ~_,.,. .. .., ......... _ ... ,J., 

c.ase authorizations. :::.:.:After ;:,the~c.Janua.ry hear:i;ngs:;~concluded;:on ~oC"::;':j 
January 24, furth~r:hea.rings'~ere;:s~t'''Oegi:.mdng~Aprf~ l;.°for1cro·is';~ 
ex,ami:cation of witnesses from AT&T and Bell Labs. On April 7 

.-. ,. .. -' .. -_ ........ 
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M=. Spievae.k, S~SW~ ~.o_:z:.:~~~;.h~~~Y.:~.r...t~ P.E~,~~~ ~~<?,;~J.~ted 
amount of case authOrl.'Zit:toi:lS;:;-::.:nurillg~~he)-<t1:'seU.Ss::toti: on~ th:tS>!'motio1l it 
was made clear ~that~. :tl{e- ~p6";~': ·~s:-~~oi:·;thi ;ci:o~idn. :'~:i~;-~to-z~eii'e~ei~:ly 

.... _~ .... r ... wIf " .... \ .... ~ ~ .... ---'.;.~ ____ ",."~ .. _~'..,;,. ... _ .,~ • ...J~.~~ __ "J, .......... 

cross-examine Belt~ :tabsr-.. ;-:w1tl1ess :rir.?' .McKay ,'(:tha;e;.:the) riie.:t:eria',t,;~uld be 

used by counsel only, and that no' fUrt1i;;~ii.:ff."his') w~:;~ ccT:sf:t~d and 
A"~ ,.,'" .... '"'.~ ... ~ - ... ,.., ....., .... ("\r .. ~."""·~,....r"""o~-~-. ........... ·'"1 .. ~ ...... ,.. • ..:'"*",.,c,.". .... ""\ I~""f¥;·~" 

the proceeding, ~wour'cr·:iio~,J)e, ~<relayeCr'.::;.: .. :(!ter:7cons;l.dez:aore:"d:rscussion 
' •• ( ....... ,'~~ ..... ,_'" ..,"',.; ••• , .... _ • ...i., ................ , ... ,"""'~ ......... ,..,~ ... , ... , • .,)._ v..",_ ... _~ ....... ..,; \. ....... ,j...,ot • ...,;._ ... 

(er. ·8451-8503), the AL:P;;ru!~cf.: =!:(];)~the:~case; auth'o:eizattons::refer.red to 
by Mr. S ievack ~sh~~rci:Se :-~r-:c,~cfe~,o'~Ci5: ,.~eb. ~o1ieJ: ~cfu-id=j'g';"£ecei ved' p ~.~---~.-- -.'" ... ~.);~. ~ ....... ~. ~-··~·:!O!.-.' G -_ .. - ........ -, •.• ---.~,-, 
into evidenc:e~:woul:d: be~:d'eterau.ne'd ',l:at'eF ;!.;~~:and~~(3J..lthey!~wOuI4· be'· . 

C" , ..... , ,:; ...... 0"') l r\~~"<fI "':Io'~ 

received under the same res~rictions a~ th~ BDP·s: .... "Lfi~ .. ~-exw.ained . 
that in his 0 W"O~ :tii:Cs: ~;;ii~ii ~~.;~tdi-;siill~· ~is1iaSier>fi<fui~tlie; ~ .. Jlevious p __ . __ .j' _ .• '_~.'" _"_~' •. __ ,,,,,, __ • __ ~ ,, ___ . _."~ .... _",,_-, ___ .P..r , 

~ f- .. ,""., ...... ...... ~ '". ~ .. ' I : 

motion because it's": -more ~:Uriited· '~cope w~tct "tiot'"~de;IaY.'::th~Zproc:eed:Dlg 
(tr. S469-8470).~:~is :ill~~e~;iki~~~ ~~;':£ib:;tlii:~~g£ active 

-_.,.:.<----:;:,: ~:- ~ .. ~.~, .:. ~ :~::~ -~ ~::- :- -~;: - ::,::,. ;~: .. ~ ::'.:. ~:.:::;.: ~~ .' partl.es. "~",,)oO\~f\ \: ~.I';""''''_'''''.''''''':'''''''''''' {_~ ... il"''''''"",, ..... l-l>~ .... 0..). "~(!,,,., .... _ ... ;:;'~J'i''' _...) .. :",,,,,,,.. ......... Or.wl 
• ~,£"""J""'~ (, .... ,. _r: ........ .. .'t", .... ZC ....... "'i" ~o' ........... J:-- -I""<A~" .. "'. -,.,.."" . ,.,7 .... ~C<!*l"O"" 

DiscuSs'!on: .. VA:' renew o'f ~tb.e erit':r:re"se<iuenc~ :o:£:~'eveiits 
\..,..,.. .... ' '" ~.., ___ tiwi _ -.J'_ 

concerning produs~~~~C'..~:-.~~~~~.~ ~~~.:~e:...:t;~~:.~ -:~tC;~;p'r~perly 
and that ~"i'.':-s:':Substant'£af. crlght$-i(~d'::~ho~ ::0£ \~tlie:::p.artli:es·):=were' 

reserved. tMl(/t:he· ~Ai:.i" ::fage~~ ~~Jft'ifri. ~irm:i:t:i€i6~i ~8,icmgg~ery, . lle p ~ ......- ~ ...... '"., ",P.:, ' ..... ' "! ............ ~ ~: _...,,/ .... ,~, ... '." .. ...J __ ! .."... ~ ...... ~ ... _ •.• ' ,...~ ....... _ ...... ..., ,,.J ..,J 

denied repeated :-mot:i:ons: ':'cy:cPac!fic' ::t~ :~eonduet:':fri~eamer:a:'~he:ar:i:ngs and 

to seal the trarii~i f.~66~~~fJr;::k'11~:ci.bi~<,~~i::t'aJ.'~~~~e~iise ...oI~~' p ... ..... ~W .... f , .... _ ' ... ~':f .... g ..... -"_ '". _'~"'" ,-J .... _._ .. ""_, ...;_ ..... _ .... ...,,_._ -.,.I.' .... " 

au1:horizations .rece1ve(rsi.nto,:.:eVidence~:::were~::a:dequa.t:e SCros'~section for 
the se of i:.eii'hi&·::fhg~tiiggf"i:~s \if~ih~~~')··~~~ci r~£ :~6ie~ies.111 pu.rpo .- - .. -.~- -'.- .-.... -' ..... ..::.- _ ... _~J2l:. P. __ . __ .~ _.,-, - ~,.",--
Requests for lllore all-encompassing: di-s'covery=snould·.;::have;'been-=initiatecl 

ch 11 in th ' .. _._~.l', .-..,;. ~:. ,~ •• ",:- ,. ,-.,.r'" ""'~")"",," ~~ ....... ,...':r,> mu ear er .. e proc~.l.ug., ... ""-;-, - ... ~_I"_''''''.,J''''' ': ~."''''';' v.:;.t ';.-........... ... 

TURN~: ~ ~ ~s. -tEii ~tki.e'::A.ii:~rlo-k~ciU2iYr,ieqii!:'~ ed:>ai:i2i~sure of ~ ____ ........... _ ..... _, ..... ___ ,;~ ___ ; __ ." ... _ .... _ .. ~"._.I _".... ............... ;_. __ 0-' ....... -..I'_IAW 

the name of mRN' s ~teclinieai~:tume~~(who·;w8.s£uoe..::::t:ntended-1:as. a 
witness) citiDg .. s~~~:';~-sii;efi(;f:~coufi;: C!9&4:) ;,23·i~ci:2d:I9$, 41 

":'. .... ,--- ""- ..... ...J..., ~:.J_., __ ~x..:,., __ ......... __ 4h ...... 

_: ..... ,-- "1 .. ,.-.~ ... ,.,~":" ... ..... r., ............. _ ... ,.... .. ..- ... ,....",- ~7· "i"'~~~~""1'"r.,,-,..::\r"'\ 
_ ..... ,~r"';. ,,::,.: .. r- •• _~I, •• y~,./ ........ ~,..i ................... jJlltt _v ..... 4 ... ~ .... ~(~.,"',r-__ ./w,4.,.., .. 4' .. "'" 

.' {.~.:: 

107 - Th ., ":[ 'd- ':'~" "'!:'>~1.·.r-·b.r-, '"31:''' "'d"'~'''6''''''''''''~~''- ~,.~-'ff¥' _ ,.~ ose··~rece ve -are-.l.n:J~' .&.tS. G ... <:.9ll-I,J.'&' ... .;.' •• ~-.- .... ~!:)c;:- 'FJ.'.'--' ... 

11/ The case authorization:S...:werevexten's:Lvel'y::used::::[nc,cross-examini-ng:)::: 
- , .. Dr • ,.McKay: ".of, :Bell "Labs .. and f,o~ recross~examination" of ,,,Mr .. , HlllXlpbrey • 

. 'Pacific"refUsed -to""produce .eeit&iri. eas:e -aut~o:r::tiat·!ons:·.·~The 
disposi:tion;::"of ~t~$ ::refusal 1:s;2¢'ontail1ed':in -:the . substant:tve~;;;;::' D;~,C." 

di~~i<?~::of, ~~~t~ .:~~ ~)~~~~S~~:~s~~;;<?~,)~I;t-r~,::r;:: ~ ~ ~ ~;:''::::'i~: 
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~, 

Cal Rptr2~_2I::and:ca!ifomia:,~epos:£tron;.and~D:[sc:overy'='Practice~l!.01. 1, 
paragraph 2.08 (3)(a). A legitimate claim of the trade secx:et:::2r±v::tlege.. 

, -
was not.·,the s:ub j,ect of :::these :c:itat:io1lS~ .::: ::.The::;purpose of ::.:al towing 
nondisclosure :·o£.:acconsultant'::"'Under .:::the ~circ:umsta:nces':i1l .:.the, citations::;: 
is principally to prevent a subl=Oe-na. to, a person not.inten.ded.!:as' a.~.:: '::0:: 

witnessr m-:order to~;avoidoan.')invas±on oflthe~.attorney!:s. worlCproduet 
. Cef.:: .. ,di'Scussion~ Lou:f:seU··& Jlall}t~ :Modern ea:r:i:£orn:f:ard)iscovery;.~~:Lh.:02:}~ 

Here, -.::the,:purpose:::o£ ,.the:.;disclosure~was:'tor=;nsw:e:")tbat"."roprietary.;::.l ~):;: 

Bell System material would:::not be :7,tm::'Ilect ':Jover':' tocan~expert -:::cl'Os·ely.-.::'i:: ;:;;)~ 
associated with~:,ac:.competitor::iof ::'W'este:rncElectric.;.o;:This8requil:ement 
of ~disclostc:'e ::.was reasonable =under the :circumStances;': ~':Any;bfmprope'l::2i ::'.) 
:attempt::to. takeo~e.sdeposit1on~of TURN!: s..::consultane.: or .totherWise2invaije::: 

the work product of TORN's attorne:y.~-)could':'::have?beeli=prevented6at a!~E ~o 
later stage . '.p .On, "',, -"'\~:'\ .., ,...,. ... ~~ .... I ....... .--.\C • ~=s~;_ :: _~_~_~W_~~ . . 

.In~y~ve~e.;2.'tO"RN£;as not prejudiced:.:sy2tii~selosure_· 
Pacific, through c~el, indic:ated that it had .ao=oSJ·e~t£~n.r·to: the 
particular consul~t~ and there was no re£usai':'to~)tiifD.r)o,;,erqimy material 
to TORN on ~t baSii'"(tr. 7969). 2.~'::':"!):)l-:1;;1.'!2' ~~~~Z"{Z 

Finally, there is no basis fo:z::,~ ~~~~~gi#ie~~.;~t'9the: 
(~ ... ~ ~.,V~ ___ J..W ~ __ ....... ~_....;Jo4l. - ....... .."t\_~ .. 

Califo~::~~~ee~~0e~; I~~~tf~~ ~et ":et~~t~:~s:~g~~~~~e~e~£~,g~~~:~)eh~l:'T 
relevant,. se~ti~ns, .... of, .. ~e." ~e o,f ~ Ci~l_,Pr?ee~ur~;, ~r ~ Pub)'f~""U.tilit,i~,s '," r, 

~_._ .•• " .• _I' ..... """~"':',..,J -' ... ~""t . ..f ...... '"..,J........ ,. (4..-.1,.-'.~ .. I' _ .... .-I ... ,.~ ...... _ ... # .... CWfll4;-'/~ ...... "'~)~A .... \..~ ............ ",.J!;', ... "I ........ ~ 

Code Seet.ion_.58~.~I"' ... _ .... ~ .. , ... , .. ~·;-.v _r~ "~""'" 0-' -.~." ... , ,..,,,-,-;~ ...... ~"';..,. .... ..,. ...... , ~ ••• ,:;.,v ::... ... .,. 
..... . " . .1 ...... _ --"_1.",._ ..... -..1 •• , ........... " ... .-1 .. _ ... _ 0«_"- _ .... ,.~ ... I.., .; __ II:,)\. , ... "..J_, .. .,., .... ~ .. ·~-' .... ltu(.., tf_.~ "'-'f',,~ 

_'~',~' .. :c~:ruRN_p;:~.es ~~s untim~J.y~.~~i~~i?~ .;;c.:.f~~f:tti~pigo·· ... ''' ... ~,~ .... _._ ...... "'" u. _ ....... ~ __ ...... "", _....,I~ ......... 1_ _, .... ,l.._ ., .... V __ .... _I.,_ ... J_ .. ,._ .... ~.\ ~ .... _--''''''''"-'.... ..... ......... .,J\o,.;:.; .... ,,"":;,J I """~ ......... r~;;.:.;.- ...... .,j 

itself with the complex Be~'~i"'~~~ ~5ef~~.::e?::St Sta:~~2.~~ g~~~~ ~e~~: ~2 
the cross-examination of the staff witnesses....commenced did:. it._ "become 

..... ___ , .. -v· ..... :.:--: ...... .:..;..:;. .. ,_.~i~.; .... ~..:.. V"_O;'J!~'''''''':''''''';'''' ,;;_,~£_ .. ~ .. ':""::.~~ .. ~; •. ",::;I:. :';;'::';"':':!.:.ic. 

clear" ('!URN's brief ,~:"p'.:::3}:,what~~records!:the:.: sta:(firer!,,~;-on.-:::£n reaching 
r" • .p'- ';:"'-. ",",,_ :"~ ..... -~ ~ ":'>- .. ,.. •• :"I~,.,....... ...:- ~.",., ......... _.~~~.i':"''t'~.::,,.~· ,",,":<t'1 .. 

its conelusions.:)" .. ~~~,:'E~~f·Cl'e'~;;;Jo~;~O~2;,~:Pw!:~a~z~~!;be.cause 
TURN did not engage in3,di:seoY'ery.:;.at an: .earlier date' .. =-..cj::.:;;:t f: ~.:: 

TURN caDllo.t>.r.~ii.o~bly{cla,iiI(tha't .... ~~~~~o:agg*ev~d':'~y the _a._._"' .... ,~.,.~_ .... _\"./~ ..... · .,1",.1 ___ -'.....J...,.;.~~_ ............. "Jl_ .I"...i ..... ..,; .. ,,_,.)- V_\w. .• I,.. ..... ~_<.;_(...X ... 1 . 

;U's ruling. TtmN's description of the: sequen~e) of~' e~e~.J;I;ft's 
remarks of the. ALJ:,;fr~~ .context.: and.:.r.ev.iews oniY'!'.se-leet!ye:!: ,~rtions 
of the entire ·s~q"ie;;C:e:::o£ .... ~y'e~ts~~~"':"~o~p:lac'ej'i,ts~lr-:ri? a spe,cial 

~_...., .............. :;, ....... _ ... r\... .. / ... ...:J .............. __ , .•. ,_v.:J .... _ ........... 1t_ .. ~,.1'~ •• b,.~_~ .. ;.,.;,)_<..: 

disadvantaged category'.; TURN::/W8S::! a-llowed: acc.es.s2 ,to: Bell-:r.System material 
on the same basis:~a:s~ih(t'other:~:a~iivez.~~i~s~~~-:: ~:-:~ ::.c.~ ~":cz 

., / . .... '. , .• ' . .... 1:'-. , .. / ',_' \r~' " / 'r .,""''::\, 
Io ... ....- __ .,.' ......... ". __ .... _ ... ~ ,:.._ ":' .... " .... ·~,o, .... c~ •• .,,; _ ....... ~_""' .... $"'. ., .. -.L .... ___ '\o,.i ..... ....,.".,."....;J ..... 

Further procedural points raised by !URN have been ,re~ewed' 

and are fOUll~ not to- require dise1l!~f?1l. 

-~-.. Q ... 
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:::,:-,Be];I ;La.bs is·:a::uonprofit ~;co:z:poration~.owned' equally. by.~A'I&l: 2£.\~7 

and :·~Weste1:n Electric;.::;::It zca.rries!)OUt ::.research;' .:development~:::and:':des:f:gn:: 

: ,:';":':"::-::~e' are.:::two:essential c:atego-r:£:es.co£':'''Wo'l:k-:,: research. and·~r:.!:::'''.1.· 

fUndament~d.eve~9~~~(~) and::sp~ C±,£:t;"c~';developm:en.t! ancb:deS±gn::f(SD&D)). . ' 

!he latter :eonee:ns.c·the ~es.tgnoof zspec1"ftc; products., :isopaidafor~1oYt <),!,!:I:~ 
Western ~EleCtrie;'.:.:and:.llo~1:icense '~eoutract fullds lare used;.=!~::' ::::;):: 8·{ 2 .:..:..-:>2. 

':.~~: .. ::::e'R&FDc.d;s;::a.:.1)road2term,:coveriug:·:several:':ma9'or:> areas..; ,,: Analysis<;..? 

of R&FD(:f.;s::made,::difficult::by.:.:the:)faet that:.>'there:-:;tS!.,no' consensuslas.::to:c 
how::"to'::subdivide:)itc:into.:seientif1G.Sor engi'lleer±ng:)categorfes.o;Dr,;;r:McKay 
of Bell 1:abssoffersc:the0folJ:owing.::breakdown:!:':. :::. ~/..zt:: :0 =..,~bo,:C; :>\";:o .... ·!):!: 

. . Percentage, of Uceris~;,?= ~ -:::9,=~.r 
.:' _ ..... ,'"'> ~ _ '" ',:. Category: .... "' .... '.:.... _.:, "._,.., -*0'" ,;>,--.;;C;,;:;o.;;;;1l;;:;t;,;:r.;;;;4;,;:;c;,;:t;.;.;.:;;.F.;;;;un;;;,;;:;;d;:;s_· ~U.:.s.;;;;ed,;:'~;;;. . " . .. "'.) ..... ~""' __ -'............. - _......-_.;;,) __ ',....,1._ ......... ' ..I' .,.. ....... -

',',,--:- oBasic .. ResearCb. '",..: .. :. --r: .... t.., .... ",~, _:, ~. '25:%' . ~"" . •. ..;.,.t.... ~t;~;. q 
_"'._ _ ___ .; ___ "-" ...... 'V.1Ii< .;;;~ .. ; ~_ ....... ./IW. ... ..,J. .;3-.1+..>..; ..... ::> .. A ....... ..;..~v ... --."o:> · ... Qr..:.o..,.", • ..,;. (;.;. ... ___ ,,,:,c .... 

• , A ..... plied...Resea:rch ~ .. ,,40% r . '., .... ~ •.... " .... J:;.:":~>: ,.~~: .~:~ ,,_. 'I IV ... ,, ____ ........ :c.Z.:.::::0:= 0:-: !Z,S"w· :'=Sr~= ,;;>, .... :z .~-..G.~_!J2::0~ ':!!. .. u~~=~~~q· 
Systems Engineering .,' 3~'" ,,' .: . 

\ .( eC~\ .-::::) ~_e.sc ~srl~ r;.'.o 7.£J': 0.= ' 
.,~·~Qua11ty~surance--... and _,.,:, +,:..,. . ..; C"" ",,~. ""\_.,,,,.r .... vr'''r--~''': .. "'~' -Patent-i\Oritiyji'stration'-- ' ... ¥,;C~:I'-' •• ~ .... :'_':"51. (,- ...... ~,.-j, 

," 1"", ......' .. .-' f_ ~ • • ,'-. _ "'" If' ,..... .., ..... -

!b.~·:'Perd~~~;~:r.~re~;nt;~f~iC:tt~~~~ ·~~~='~~i;~~.li?eh~~~~~ntiii8tv::~:!.~. 
_ - --,' '-,' "",' ,...". ." t /'_.... --t... ,.' -. .. ~#~~ "',r,_C . "H'"'.'" .. ;-. 0 "\ "f""\;1 .. , ~ ~ -t-.f\ ~:Io""!",\ )-,- "'~I"). ~ '-f!".-:\t~ " ~,:\~ 

payment-for R&FD:- '. Aceordius-.. to:"' Dr: ~'McKay , these-: are'" approxim&~e .... ~~.J -~ ~. 
, 'fa~ -~~~~o2 ~b~~ 

and vary somewhat from year to year. Dr. Mc:.Kay described tlles'e~ ." "'''' 
~ ... ,- .. '.of""-">-_ : .. ~"." "_~".-~ ,.~.- _,_,:" .... "'~ .... .Joo.' "'_"':'j~ "'\:",..f ..... ~~ .. • ... ,....., . .,.~ ,.,.....,\.~ ...... r:,'"';~~ .. ""' ..... ~ %~'T~ 

categories~' (except~' for patent'" admiiii s,trat'ion; the d-es"cr'iptl'o1:l' of which 
... r, .. . .. .". ~.,.,..... ..... --:'J." ~ 

is t4k~ fr~ tb:~:st:a:ff'~;;::eXhibit:)~~:.':""foii'ows·::")';:'· x::..,~,c:;;.:o~ ~,:~: .c=.:;;';.; ::..,,:)~:::; 

.':::: ',:.,:"" ~ie~ Re~~~~:;c'~'ru~:~~t~go~':is C:~;c~rne~ ;[:riiix :-::;, ~::; ;~c-:::· C .;:j 

.:: , the..- exploration:' of:";; ,iffundamental;:.phenomena. an~:::: ::;: %5:'~;: :' ~\ ~;':;'~:"[.:l 
. the ,advancement ·of the-.under.standillg..,.of~"the- '. _,., .. '. :~. ," ",' ,,_", 

. natural 'laws"' that" govern~them .. ft-·· The· ... object·ive· ' ... , ...... --,'.'-',,-'-
is "fundamental scientific understanding",; ~:'.~;.:"-';~:,:::') :0::' :::'.;:) >~::::..":-

", .. althougb.,,!'concepts may_be~ in'Y'ellte<Land ..... ~,~ ____ , r .,.,-.• :-

. explorat'ory aeVie'es~ 'fabrre:at'ed \ for'~ "experiDienta.1. . J. '- • 

, :: :.:: pUrposes:. "'': (:, (Exhibit,:; 298; p.; ;lS.;;)c): -:..::<~:::~) ;"!'. \' ;t:~;~-..;"'? <~,;"';.: .. :::,,,,:: ;:;! :..:,\ 

. : .• ::: 'Appl1;ed: ReSearch;.::., Activi'ti'e$.", in-:th,j;~ eategory.:·, ~,,::,;;; ~(:, ~./::::.~,,;::.'-:': 

, ',' '. are-. of. Wl.ae,:. sC"ope,_ and, a~~.~.hardles,t: .. t,o :d~ef.ine:; ~ th. 0 -:.l:;: ';':'>?>::::- :: c 
preeisi"on. ~Certa.in.·'theo'retica w'exp·er'imellt's· ~are'"' 

-:- ~ ...... , similar.': to.:.thosee::in:'''bas,ie..:r.esearc.b:''':: Ot:hers:::;:'·::- :;)::.;~;.:::.~;.;:.vi,::;.~;~;:j 
are for the purpose:. of ~ establishing.. teehnical~ .... , ,," .. 
feasibility. Another~c.at~gory~' is-'·r'eli;ab1.l':tty;'~ ,.~~C!:,~):.:.:.:~ ',):~:: .'"r() 

,~'1~>"'::: .. :·10~'~:: ~-:--::.,~:,::: ~>'1,"~.!~.~~ I.~~:: \:: ::<: ;:;.i:,,-:.,:: ~~:~~lc·~: ":~~~,,;:.:.r~0~~-:q ::::)::.;~;;~ 
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, .. , 

~~:~ ::::"'''~~~'l:::'~'::~ :':.:.:'07 
• ", .. : ': J; ,:)'Projeets,.. are., aetually carried.::out on ~a~·,~c.ase":: bas:is~~beaeh ease 

bav1ng:':&,title and: mmiber. Some.:,'c&sesJare funded for speei£1c,!,sho~2 
peri~;:--,_o.thers ax:e:.:.e~~i~ered c_~_~_a:c.d: remain aetive:,.£orBy.ears,~ 
or ~~1nde,f.~_~ly (~_i~~6" pp-~,::",..2::'6i~~ 2-7 )'. ':::}. .. ~;\ ;:'~:;':'::.!:2 :..~~o,,: 

,w-"-'-Regarding. theR&FD eas"e materials ,funlished the staff, there 
.':'-.;...::==-.: ... :,.~ -:;:;:.,. ':;_-i<. :>~-.:. ~~'~:"::C'':: .. ''' ... :: ~'::'~~,'J::'~~ '~):;:;~~:-JJ:: ~,~: 2,: .. ]',,:,'0 *')':::';' ·~~~...:.~·.<"~)7 '':''0:'.:'. 

was:~o·:~~~~te:~~~g~~~.:o~~f!-:t~~~lf~~:::~S~~2~' t\~~=~~~~r ~ygJ~d~ 
of ~~:,~~ ~~,'7';~f_orz:~_s~~~~~~~~~;C"~~.l~~,:~~tt?~e!io~~~~~~c ~:~.~ 
cat!~~~~~, ~;~~:~!'::~~~!:: ~~~~~ty :e:sG~~~~,,~~<I~~~.~n~.:a~t:~Er~~tg~:~~eh 

:~!r~: :::t~~~:n~~: ~~~¥tre!~:!:~~(~~~~~i:';)~~~~~~; 
; ·~""o '"' .i... 0 :.. 

(Exhibit 298-) and identify the particular cases specifically discussed 
as-failing iI;to one eategory or .the other, for' most 'of the-'eases12/ -one""-' 

12/ -
.. ... .. ..... ' 

Staff witness Humphrey analyzed the 85 case authorizations which. 
were indic:a.ted to him as being license contract-funded. (See Table 
2-A in E:xhibit 286.) There were approximately 200 more which were 
charged to Westexn Electric and therefore not· charged. directly to 
the ratepayers of the arCs. - "~':25- -
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.:' :: ....... -;.:.~:~.:;,~, :._PACIFIC!S.ALLOCATION-OF BELL LABS,.,R&FD .. EXPENSESo ::'::£ '::"j:;f\':~~-:r 
... • r ~ • 

~j~"~:: :: ':, :":~::}:I:~~ '2,year~~::.<;: .. ~:.-=.:..~·o: ::;,,::/::=oAmount.:,l: ::~$-='-;':;-Oi ~,:::~ a:~);':'I~~' 

13/, ,: Exhibit:.2S·6;::'p. 2-~.::.::.;Unless- 'otherwbe.:~ :indicated,$'mat'eri:8l :'n.c, 
-..:. ~ :·~.attr1buted .. to:the:::St8ff~d.U.: th1S:<section,:,:d.$):taken~..£romz~b1t: 286" 
: "": .... ' -Chapter,; Z~:or::' zr'oDlxMr..:: litmIpbrey:~($.: prep~ed~"t~onY'd.n: rExhtb1t . 28S • 

.. ~~ .:",": -::~ ::;'17_:~,:'~~~' ~p~:::~):"; ~ "{~ '9C 0 ~ 
" .,. p 



for the total i&FD expenditures of $218,007 ,895, $~153,860,296 is product 
related and oid.Y~64;W¥9.9fb.-~oPe;ay?~ir.ge~sthe~~Qnse· contract. 
Under the current: l1cense~contract formula,. Pacific~'~s share of the. _ .. 
$64,147,599 would be'\$6;433,.409. c.2:e::r 

- ,~ .., ~ .. : - ~;-.r:; ~ 

It is- imPOsslble.~in a decision of reasonable length to· review', 
_~v.~~~.\ \O~~ 

Mr. Humphrey's determinations on a case-by-case basis.. Exampleswill 
be given to illust~te;his~general approach, usi~~~the general 

.. :10 ...... '_ It' ',~ ..-'.,/ _ '-.,....... to' ' ......... 

categories of Dr. McKay.; 0 11sted' previously. :.'\e.: 
Mr. Humph;~y~'~~~ended disallowancel~!~Of all basic research 

..... """-' • .....,' ........... .f ..... ~~ \w,\ ...... 

and all applied research5ca.ses categorically (with,?a few isolated 
exceptions listedon':'pag~' 2':'20 of Exhibit 286).~:~::'f.b.~~.staff cites as 

"-""' ......... cJ ... ; ......... 
examples of either-:ba.sic..: or::applied research0the :~ol1.owing. cases: 

.... - . ".)0543.-, - - Electron,;~,DVn.Am; cs~ ... ,..,-·.~ ..... ", .... " ~,. - .,.. '" ......... ,",' ':lo 7'. '" -..,. ')~~ .. _~. JQ .... - J~ 1' ............. ~~_~ ... '-..-J.",_ ..... _. _, 'w .... ......... ..II_ ... ~ ...... _.,t, ..... 

" 3909
35
3 -,~ Quan~ .?leetr?nics ~ R~sea~c?-...... ~.", '._-" '" .. :._ ............... '> _ ... " •. __ ", ... , " 382 -' Cb.emiea:l···Research-· _~,..J_ .., ....... y ....... _,,; ••• -~' '-'J •. 8'-'" ••• ~ .... -' -_..-,;._ ••.•. -

49090 - Physical Chemical Research .~':~:''- ~!"\:::,.\ ::::',::,;2 '.':"::: .;: 
, .. 38.l39,;-:,,-:-Phys,ics .. Res~rch _,.. ~.J. r. '. , ••. _ ~'f"'~ '):~::;'''' "'" .:-- ,,""" 

.. - 29090--"'Nuc1ear'-'Physics"'ResearCh''-''~'''''--:;''' .. ~.-~'''' ', .. :...- .... 
~ ~ ~:.-389 32·:.,,~ Fundamental;,,:'Development::~ ,Telephone:;;' b-;.\ ;,':.': ::y:: '.,:.::: =~::- '::;," 

. -Switc:hin"".·.... ", -' - . 
, ;' :--:.: -::.: 201'31::;:' FUndamentaf:·Development,:'of~El.ec:troilic:,.:-:·:::.r:::~:r: ;:;;:::r:):;-:c: 

..:..::..." ,( ."", "'-'--'~"":-'. ·'I·-·"'·"·-·,~·Power-'·System.s., 1-.-" .. ""C- -,"':",... ....... ...... ""\o/fI'J ..... ,:-........ ~ ~·-·'"~I."'~":'" ........... .;:" • ..,.,~Q:., "{",.J, 
..... _ ._~ ""' ... ,'" ..... ,._ ur. ~."' ..... ~ . ...... _ ._ ... " .... _ \~.' ,,_..-. .... ~""F ........... \ .......... t_ ,;.; ___ ~ ... ) ................. __ -.lv ,.. \.. .... 

1!!./ :" Fo.r--,c?nv~.ence- in" dis~sing: Mr .• - H.ump~.eyt.s~.t~s,t:ifiio.nY~·:we-~ empi~y~: 
.' the'" terms-' "disal·lowancelt';-'*a:llowanc:.e'"··;"~ etc.·'''' To .... -s:tate .... Mr: ... ' HumphreY" s 
recommendat:io~ .with:~ complete_' accuracy;::: he:-~recommends::: .thatc"'in:, .;;. . ('; 
future Pacif~c rate.:.,inerease ... case,s,,:we,.,as~e .. t~tr,~p,roduc~ .. ~~ ,~ .. ~.,,; 
related"'~'ProJects~be-' f=ded'-underSD&:Dand-, ~therefore';~·not"'·\.. ~ ... ,.0 ...... 

recognized:. aspart-:<>f the.:-l:icense:::;.contrac:t"':;:bUl·ing.;.:;;:, At:.-:one:~po1nt:;::: 
_ ~. c.r,oss:-examinati0tl-M'i.-: .... H~1ir,ey_. ,~id!: ..... ",1. ,haY,en' t: .r,eal,ly .... ., .. ~. '.r,-. " 

, ;;~~:~."~:~G2·:~)~~::J!r~~~1~:;~~~J~~t~;~~~;~ 
" change,. accounting. p,r()(:.edur.es_ (s~e~ ~l.s,cus,S;io.~ ante , ... :und,er the 
.. heading-"'General' Theories" 'and'Cons'iderations"" )-:--ou.r';'Ulsk is to 

determine whether, in setting rates~.l we:;..should:.make~:fu.tur,e:'.:,::.~ ;:):~<:: ~ 
disallowances ... x:e$,ar.ding.. ,lj.cens:e: contract" ~diXlg. 0,£,., .~l.l, Labs in 
order' that'-· ·PaeifJ.:c+s' ratepayers-'pay only'for"-proj'ects'" of~ direct 
benefit~. to :them.~: ~·We .dO:llot.:::a:g:re~~that,;'\w~lle.ed':app'ly.:hi,s')-:. j~':,;So~c:r 

.. ' r:ecomm~datiot;ts, ,to:.fu~e_ ~es, ... ~ulY .• ~, .... See:..<ti,s,c;nss,ion,. .:U;X:d:e.r .. ~ .... ~ ,.: _ , .. . ..... Section''''' III'" 'D"~ ' ............. - ..... " ....... ~ ............... ,·P ..... ~ ....... #o ,~~ .. ., _1<""; ....... .. ,'1~ ..... . ",J ........... - '-.,.J. .... _w-""" ........... ,v." .... """..;. ... ; 

~ 'lsY ~e t~-:CContl-1:cting:mi!tliod; l>i: c:i.t'e:gor:fzini~l~se~:(~o~par~ 2,~-:l",~oi':;:':: 
- Dr. McKay's "categories" with the budgetary divisions iu Table· 2-A, 

Exhibit 28&), it is not always possible to' apply Dr. McKay's . 
--eategories-to-each-indl vi.aual-ease-,-unl-ess-the-su1>j.ect-of-that-c.ase 
and .itS:: '.".categol:Y"':: arose:, :on·~c:ros:s-;examinat~on: • :From; :thel:cti.t:t:es, \2 ~ 

"; j?~: ~Cases;~,~erated:~:ore-p~=~-:2~::of: ~iD~~:2~::app~w:to:~be:'~iC
. ..' _. ,.0:1:;: ;applied .. %esearch.,.. .. except:, for\ -the::-.. l:aSt .. one·,.(129483)~ which:1..r.a:ppears 

to be systems engineerfng. . 

-':28':';: .' 
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... - ..... '." ... - ... ; ," ". ',~.... ": ... -:!- j.'" -' "'), ,::;- .,... .. - "'~~,I'¥-.r.y".,10 -""/'~""''''''~O'''''''''''''''' .... ,..~ ':-:'''''''1,'' ;oo;· .... f"':rt"',...c"" 
, . -'''''-~~27~'''';;'''Fundanlenta.l Development--': SUDs~ribe~ Ioop:" "', 

, ". '-/"'''''''' .. , ,'-,'" oJ ,....,.. ,. S"t7'llltems,-,""'lI'"f (,",\,:,,'" C .,~,"" .... , ...... ".:-...... ~ ... ~ ,", r\ ~,,~, C~·'''\f''.) .. ..,.k.,. _ ... 't"".~" r'f"oo(~"'''''''' 
-:." ", '-.' ",'- _ ... , ~! •• ,- .. ,'- fI'.... .,,,,_ ... '" ---..... -,.~ ....... ~_..,,'W.J.';., ..,..",. """_ ... "' ............. ,, ....... .... ~ .. ;.,.,.J ,:!~ ...... --.lt ... ~ ..... ~ 

" ~~~2~~: ~~~~~(i~;:~~e~s~:~~~~!~~~~~~~o~:.s::.:.~~t:=:.;.~:~ ~:, :C.'".:,~ 
28765 - Fun~ental;:JDevelopment:'of~Bus~~ess::c.:'::,~ ::"':~-.. ' 

.. ::. . -:~':Commuuieation:,Systems..::,:::'.:.:<·; ~.;: :,;:,:<.;~~~~~)·Y .... ·~(;(. 
28796.:.·-.:Elec.tr:Le.::'Proteetion,:anct,:·Coordination~,~o£~>';\' \>~ 

J·.-·.CotiJmuriicationC'.:Facilitte~::::·;:::.::·:: :::::'::,,:::c~~:::\'::<) 
20102 - Fundamental'::Development:::of:Discrete ,:,',:;;;~~=;:-.:.: 

;.:::..... .:"Semieonductor:Devices ... ;:;;:::)~-:..:: ::.'':-~:::C ~:';;'::O' .. -

20105 -', ~~~~']t!>evelop1Xl!~;:: o·f-:·¥agne~·:lc.:::· ~v1cess 
The staff.' s reasons" f~r ~::pr~~sed~liOO,;,p~rce~t.:Jdi;;~lI~~aild~J~y be 

III' \, __ ....... ..::., 

summarized as follows,: :., (lj-: in,. spite ... of,. the.; largely:, theor.etical approach, 
,'/, •. "-",-,, ............... ' ,.,.,,,-,,,,,' _ _ •• ...... <~·'I ....... ~I.",_ ... .;.r ¥It'._ ',,,,-, _~~, ... __ ., ........ ,......-",,_" ........ . 

many products usef1lL::to:: telecommunicattons.:.have='Oeen:)developea, e. g. , 0 

,-' ..:-~ -,,,.,' .... - ....... ,~ ........ :. \ ..... ....: ...,.t'\":: .. :""':J ~~':~'rr: ~"\.,...,.,.. ...."""",", ... -; ,,, 1- <.)~ vc. 
the laser, the tr~~~~.?=!'~,;~~,~tf~~,g~~~~:;;;~~~.~~~;;~1~;~~~i!ola:r 
cell; (2) research i~ .an::::integral:-;and.:;-rieeeSS~partoof:!."t~e~:>bas:ic [Bell 
labs] mission of providing new and improved products· fo~::t1iJ:>tele-

-:. ,,: • .,;, - ~ .. ,". r". ,:" ... ,.. "':.i'" ',',0, ... ~~? .,-, _. '. _, r~I-" ~ .. ,... ..... ,,:, f (rP?,":.~: ... ,.,...,.t:,;),'t 

communications induStry~2~~ >I ~t !9)J, ;~d·:~~J·;·~~:·~~~;!!t~~.!o~tAff,' s 
opinionp often:: have.":.COUnterparts;:;-in; the.-.SD&D:: area fund~Ci:i:reet1y by 

...... ,- ... -:.~ ........ ,.. ... ~-~' .. »-,,~c·· V(CI ... .,.· .... ".".~ ... ~--~ -·· .... ·,..r-,-..~ , "7' ... .......,. .......... ..,~...,.J~ 
~ t El t~' ........ ,~ ..... ».I-~.'''"'' .. : ....... - ... ~-~.., .. .,I.\.~"' ..... '""'loJ ... ~_',f .. ,J .... ~I._ ... J..,;.""''io."I,., ~....,..w..;.,.:... .... ~: .... ~ • 

es ern ec ... c .• ~,.·r.-'o.., "'~~~._ .,.,"~ ~._.,. ';0 ...... _". ... .,;.-, •• ' ........ _.,.. .... -c,..."'~:.r .... <:10 
,,_'...J.-..J_' ',., .. _;I ... '-~~.' f' .:.....;.~;..,;;_ y .... :> ..... ""40-4...., .,;.._--'-.;." .... ' ... " .. ...i .. .,j, .. :J ..... .tI~ .... ~-':....J 

"For ex.8mpl:e--.,..::' AT&T: c.as.e.: No;' '20[05:;.'! Firiidalienta:l:;Q ~ ::,j 
Development::of.)Magnetic. DeVices" . i's::.com~bl.ez.tO, v:.o 
Western; Elec.trie:.~CaSe0No-.o 20247:;.: .~t·Development:, an~:x;:; 
Design ofc .. Ma.gc.etie:'·Devices:'::;;AT&T:).CaseoNo.;.::;20,lo.7~'::.:::.V 0 

t Ftmdamental, Development: of: Primary.:and:Second.a.ry::::"::: 
Energy: Sources:':' is·:,comparabl:e.:::to;:.Western Electric ~-: 
Case' No.·~ 20207.'. "Development:~and) Des.1;gn.~ of .Primary:.;.' 
aDd Seeotldal:y:" Eneru-Sour'ces!:; :';A'!&T:' Case No.~.:. '20104", ': 
'Fundamental,; 'Development,:' of::'Piezoelectric:; 'Devicest::.::· , 
is comparable~to': Weste:z:n:Electric.,,;·c.a.sa No •. -:.-,2024,S.; G s-:: 
, Development-=:.and-:·Des:ign::. of.:· :Piezoeleetrie:; .Devices;~ Z'.C ? 
!his comparabi:1ity.,'of:cases ,>.of:·which~ the-> above):; :::;:..:.:.' 
examples ·are:.:a-.. :sm:a.ll:.·part.;.: shoWS:':: the::'eontinuity'::.::.,')": 
of the research:,;and developmenteffort~.i:c:.rthose:);~.::) 
fields:.:in~which:ma.teria1s.')dev.i:ees8&l(b,prodaet'so=:;;::;J 
are:,.the:.~end:: resw.t~ 0 -Further;": suc:b:;:compa,rab-lv:;:;:0:: :":::. 
cases as':::.those:,showni above :a.re":';,workecb,on ·b~. per.So~ 
• ..'1..'_-,~ d ..... -I·"f:'o...'1.."'bi "'281:." '" .,.. ""'" . ~ :LD. ~ same.: epa:z:tments.;, ::::':)\\:.wJU1.I. t-.. QI':\"pp;v,,-:"':'~':':":''''' 
..... d 2 12 ~}. ~:-,.. ':"", ... ,-.~ :.- .... ,~ ...... ?" ~ ..... ". --'" ~ Q;:'''? ........ \ 
'U.4A ~ • ., ,\ .......... ' .. ,. _ ...... t .. ~ .. ~· ... ~"; ... ~ .... t .. .,,,..::') ",.,,,:,:, ........ , ..... .,~ , ... l..' f.'\u~'v ... • _ .... J 

According to the st.alf;',~ ~hi~ _ ·~~e:ss;me~tM~ther'e~i~::a.S:%~Ut1nuous 
\-._ ...... ....... _<lJ.J-,O,,,, ........ -'.' ........ i' \,,,,1_ ........ _/ "", .. '--'flO ~ .............. 'l..1 ..,.,_..I.~ .... f ......... 

flow from theoretical research to end product~cWitb:::'Wes:t~'El.ectric 
simply taId:ng:.over.:::;the:~ding:.:UXldero":SD&D wb:en2 tec.bxUcaiv~ea:si:bility is 

~:~:'i::'::~!)~ !)"~'" j::;j::~~::;c=· '::O~ ;;!9.1.:~':':='2 ~l~.=-~~~':'=z=z b::c 
established. ~.~(~~ ~- .... _~ .... ~- ,; ";""'0" ':'''' ..... "., /'I~~("\~ ..... ~, -~ ~-:...,.. , _____ .. ~ ....... o..,.~ 0.' ....... .0- .. ,\,.1 .... ,~,.,O ~: .... w : .. ~ .. \'",<.--.,. "" .-: ... { ........... !)w. .. '-i..;r,...w~ 

•• ,'t"" ..... ~ ... tj.)~:~· ~~q;~ ,...,.J" ... ~r..~,..!'· .. ".'"O.rl i,...,..,..· .. ,.....,.r,,~ "'l,···-4t"''''''·r.'C",""",,4'''~ """('O'~ _ ~. __ .... \J'..J. .... #> .. Jto .... ·-:. ... ~·~..., _~,._ ..... __ ........ ' .... _.."..,~ ..... ,_.v .. . _ ~. 
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, 

~e !ee.:~~~e:Zo~~:~z:~~~~ ~e~f!~E~!.::~!at~~~cep . 
arguing that examples of product related' work:!App~ in the' 13; complete 

.... '" ". ~.. • r-o' ,...C" "f"'IC': 

case authorizations; tC.rDishedc-for-;;'tlie:rec;ol:d~(Eilitb1ts. 314'" and 31&) : 
,~ ... J~~ .. -1 -.I ~: \, ..:;. <...t;.; '.... .... ~;.; .... ..; ......... ~ 

"the reeord~.:establishesi"Ytbat;tne::dist:i;nction-:: - ,2;'\::: 
between specific design::,81'1d~development::rfunded' 
by Westem.~:. Electric:::and~~)research.?and:£undamentale -::~ s 
development funded.:: by.:: AT&T.~~ through.:. the-:;:l:icense 
contract is. -!gray' ;.8I1d~.e-lusive:,.::to~'~use:r.the::,,;: _. S:o ::.:::: 
words of the License Contract":.~SttLdy~of.~;Bell I.a.bs 

.... . .. peP~~loSS~)l:~;~~; 3~!~~??~~~;;~:;~~Eo~::::~~~~ c~ . ~ :,:.~~ ':: ;)~= 
•• .. ~.... J. 

~ ..' " j' _ • ..,; ow , ..... _ r ' 

"AS·'exempl::tf1.ed:;by--tWo::'c.iiSes:'(ciie": 38896 anCi0Ca'se G;,". ~:::;~":-;;:;::::.~Z 
, ',' . 38?65~·i::,research· .. -and:;deV'elopment.,wor~performed:.: .-::;:':';::,:;'C-::C y.::j:~.l':: 

_, .. by_Bell ~,~bs_~dc.paid, fpr."by :,A.T&~ ,:und,e:r_~he. -,",_-' '_'~.'~.':: . ~,::::,:,.r,.~ ::".:I:: 
. 'license~coutract'-"spec1f1cal!y- ande.:excltlsive'l:T- -" -- -. . 

_.~";,relates~:to:c.om.p~itive~",bus.:tness,:,terminal ::;.~ :::>':.!'.:)::~~,,:: (S:> : .:.:!)~ 
_,'" .' ~pID~."'I-'" .... '.r· ...... l .. \-~ , ....... ~.,~~~t1--?"'-' :..."....\~~ '-'01''1'''''' ",-:rr(-~ ... ~~ • .,.,.."-,,.., -::.,(': ..,.." ~ .. ?~)~ .... : ":" ..... r~,..~ '7' 

_~_. __ h.J .... J ____ "-)~~ ,j...,_ ... .;.~-' .... _ .... _" ....,.. .... ~ .... , .. " .. , ... ..., ............. rI'-._ ........ _ .... _~_"'''-' ... \", ...... J ~""..." ...... ".'c .. _ .. J ... 1I>fo • .;_r-+~_ 

, . ~Case~~6" '~1lieering~Studie~("of. Bus~ine~s::~_; ........ '" '.~" - ·'~'-'."'O-' · - ..... Coumonications S~tems"'-"and\ Case 3876'>;-"" ''-';-',",,'-- ...... '- ___ "..J_,.-J ..... " ..i 

· " , . t'l:'lo.-damental ft--elopmen:t":of'~'Bus.r-"'~"1\ '" ____ . .z,,.a • .z ....... oc. - . ~"," ~''- :'.-." . ,.,." .... A ~ l.t'Cy .,.,. ...... .I.I.L~.".,-,\_~~~,-,&,'v~ ...... \" f" ....... _ .... _ .... ~ 

· - Systems~ t concern exclusively business termina.l"_ .. ...,,."o;;: .--:--,-i:\.":;~~~:;·'" 
equipment, products and services, most notablrw.~"-,,-,,~ -- -
the Dlmensi~,P.BX, either by<its_.:trade:\name-:.Ol:'<::' -::C'-;:": 

by its", generie:; name, : CSS:-'201.:. .;: :Wox:k~:conducted::- 0 ~ :'>'~'~)C 
'Ullder Case::3S8%::.zoelated-: to . ·the) formulation:: of:::~:·::;~; ';.;.'",;' 
various.-.. station· and::sy.stem:: features; for: .the:: 0 ::::~,.i: ::! :;'C 
Dimension: ,PBX.; (Tr ~":90S-1:) ;:: additi.ot!SJ:,··fea.tures::-:tCr.:::'::, ,. 
be provided with, the: Dimension-::P:SX~.(Tr.':~.90.s.Z) ;"~;:::":.:3: 
work .,with respect~>:to':.,testing::station and~·C:ons().le) ;:::.:
features. of .the:; D1mension,for::-confo:rm8nee:,t~,:)::::~ ~:::~. 
customerrequiremenb':' {Tr.: c 9,OS3r, (; .. 8Jl.8:lysi·s.:.aDd.~:',~-::f·~: 
resolution. of Dimensi-onofeature:: problems: {:rr.c;::~~:, ;~;: 
9054};.:;.studieS".:wi:th:.,respectr::.to\Dimens±otr:;:~::,:::co:"::;.v~:<:' : 
custom -telephone-;.service" obj,ee'ti.ves:,':: ,plans::',,and? ;~ i;:;:': 
requi .... em ...... ~ ..... '{.,.r - ilIOSI:),-,:· th- develop-b ...... ,···of ""'> c" .. "·,·· .. ', ~". ....... ~ ............ ~.;7 J ,.,,~. ..-,,;'" , ............ ; .. ). ,,.,,~P ..... _ ,: ..... '..".~It.....:.r 

other'services~to': be .prov1de(k~t·o DimensioIt:~:::;:: ~).";: ~c 
customers-,::; 'Such·~.as;;. private,.network.:rfeatures:.or,~::: S. :)~:::: 
alternate::.data":capabllities:;{;Tr .. 90SS~~ simulatio%l:::". 
studies" for ,the:::"Dimensi-on ,pBX;~~) eva:1.:tlat1on::.of;!~':. <!0Z:::.;' 
Dimension.~ ,100: PBX:- .and·;:x:eports:::fw::ni-shed, to::AT&'l:~:z.~ 
(!r. 905S); as well as evaluations of other.~': -:: ::',7.;::' 

, . ,_.'.. . ... competitiY:,e., products" _.s:u.chas. ~ ,the )Yes.ter;n. ... _ ~ ~' .. t", :_"'" :-, __ , 

.'~-'''-' -Electric :SOl:A- PBX"(Tr;J."905S} "atlcr-'cert:a11rkey~ -"' - ¥ :;r:'::;:::,:;o=o/, 
""'~··-"·sVC!·t-.. ··,(:,,,,--, .. ilI057~\~-·:-"·"""·- '-...... \ ,-"- .. .' ............ : ....... - ~<·, .... ;:.~,.·-O'- .. '- .".~,.""'-_-,-: •. ,r;.~:_" _.,.._ .. ~ __ , .. 'J'" ~ ....... '1(1. ......... .:7 ,..j...."., ____ iw.:. _ ......... ..,I .... ," .. , ........ ,'-~.J.-I.J ... ~ .. " _,~.J>_ .. __ .~''''''. '-' ..... _ ..,., ~ ,.~_~_ 

:' .. : '::..~ ~ .:. :!'Moreover,': :Cas~ 388.% :ene:~d;woJ:k(on: • .ma.rket:ing:,;:,.:.:::.~ ":::. c.:::;.~ ,;, 
and statistical studies for competitive terminal :~~,~.'_.:. ",..;., ... ,~, ... 
equipment (Tr. 9059) and work on pricing models ... _-,.,_ .. ., .... ,.1 ... , .. -' 

for. competitive terminal equipment to be used~ by 
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Co~.FJl_811<L~_ter.cotxnec..,!:. assert.'~:in :a~~footllot'e-::,:t:o tMSZdiscuss10n that 
Cas_e_~J_~L.s~llot_~..2.tha'b.-.cross-:exam1natioll ('r~~ledr.~_t;....,., __ _ 
s~~~;"'p_r~ct r.elate<i wo~··.;was-:.:.conducted\."in .other R&FD Case~ 
(R~g_~;..ieJ.".;.:E~5e: &;-.:~~::bri~; ~Sect·ion;.:.;..l!:.~_~P'.}013';' 21; ):"0: __ _ 

.. _._::.:...~:..:..In:~~..';~;1eld:· of .:systems,engineerinK~''''Mr .;~?~hrey made a .. _ 
part.ial.disallowance:··on .a-.:~~by=,case::~bas1s~(=-=I:·:t~~...1~' he' determined for 
each--caH--examined-whether-prO<iUCt;::.:re.i.ate~work...pudominated-Or-1t-did; 
llot.,"-811d--e1ther-al.1owed-or-dl·salfowfict::.:l002perGent.1Of~1:the-c:.a.s.e.-OU. tb:i s..:' 
basis·.-Iiis-caD.elU;io~e~~ied..ii~h~OWing~abJ.e~-(-Exb~·bi.t: 
2 6 

"' ... ~ .. , "".' .,. ,.,),....j .. , .. r l .- ;,~. ", ...,(j ... ~,.~ ....... 't"~;- ~''''';"' .. .J.f .. ' ... .iv.,~ .t',_ ....... ~,. ... ~ ";..-r _I,. ........ ":':J ;.. :~ ........ _,\ .~. ~I. 8 p.J 2-'14' -. '-.'- _" .. '·0."·.· .. · ... , •• ~.~.' .... ,._ .... 1 ••• _'.,.:: .. ". "",~\",~",,,,, ...... -.,..~. -

,~.. ~)7.':;~':';: ",,::.~: ~~'C~:~~0-~~:: ~-::..~ .... :~~ '( 

...... ,,:)~.;~:-: .:;.~~~_~. •• .... ~·,I~'~ ~~.: • ..:. ,j'(-.'.~ ~·<I.Q ~).l.~=~' -'!.o (~~-.L:~)J.r.:2 .;:.r:, ~:"'!;:'~i.CZ;:J!'i 
::'::~,~.' ~.;.: \}'(; ~I ~~t:." ~~'1~v0 ";" ~';,t:',r' ... cl~;,~~~i'~:,~~: G?": 

.::).:"'"..;:~, :"~t:.~::';;-~~::-:.:;/ .. ~~.;,~~~,,~<~..:oO "':0 :!');:'':'.::;.jZ .,;:r:,~":~~;,:)::.(;bt".;i';~' 
. ~£;~:) ~:'Ih ,,~~ frC' 
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J)E'IERMINAIIONS OF STAFF. WITNESS ,HUMPHREY ~ _ 
, ::.~ "CONCEIUUNG ~SYSTEMS;~ENGlNEERIN~ ~A:SESJ .• :: ~t. ~:.:: 

.' _., .... , ,. ..... _- 1(. ..... - -~ .• ,~.- - ~ •. - -- _''',r_, ~ _ .~"_. ",;",,,I::tt;,;l 8.~:' 
/".:::';"Ir,;o." _""''', .... ~""""'~~.,oo( ..... "'v---:? ~"'I~""''' "~""I"'r' .'" ~lII·~C ~ ... """,: .. 

- ',~x. " " '~.:: ,.~_ .. :3S9'3J; .:Tr3!'tteSystems Studies:-: :".". :;~':.:-!,:,!,:~:')~,",,:,:~''r' ';".:",:,,,.,n~} •.• ,:,",:": ~\;:) 

.' ... x.' ,-. "'~ ·'."'H~·_A- ;~" ... ,to-·'·En'''''in;'::'-''''''' 'Rese~"'c:""" --J .... -,~. ;'i;:1-::-9,':' ,'", ,,"t. 
- ~ "'" ... - -_. j jO'-j-1-' - ,~.,g.,- .. ~. ~~ y.er;:LI1~ CI..I. u-, ...... rL " ,~ ~ _ "'_ ~. """"" 

Je", ::-.'~~;~::: '3S96k::.~!.6eal.:sw:ttc:b1n~"Systems Studies;': ~~::~'.,~"":,<:,", ::,:::-:~ •• .').;~:-~,: .. :.: 

" -' ~ X,,':·, . 3906~ Te1e~al'h)and nata ~CO~cation$ Stud'ies. ::. r.':~-('= v.~ ~,") ~: 

X . "I" • -•• ' • ·39351. ~<~Ton:Sw.r.tehin~::and:~SpeCial. :Network:·Syst:em~:·.Studies 
" . X,:~:' .. ~ :C."':' • S9W·::::l-1obneCo~eat~onS:S~t'emsPl~,;.St.Ud.ie:i:,:and(;.1:;-:: :~c 

I-_....;.._-+-__ ...;~~' ~-. ...;...; . ..;,._. __ . .:..Fun;;;;.;:d;;;;am;;:.=.;en;,;;t_al==-De::.;;.;v_e_l;:;.o'P~:m;;,;:e;;;n;':;~ __ " __________ -t~~:: 

X -

·X·, ,~., 

X 

X 

X. 

X 

X 

,. . 

X 

X 

·4900S.~ -Traffic·Network Pl"'''''''''';-,..,... . 

49009·, Facilities. Network Coni":t~ation .Planninp: .. .. 

49014 Systems Engineering and F\mdamental "Develo~ment ot 
Main DistributinR Frame • \ ~ ... • v, 

~ ,:; 

49023 Fundamental Studies or the Opera.tion, Ad.mini:stration 
Ma:intenance of Switeh:tnz. ~tems 

49059 

4.9154 

49155 

49156 
49186 

Fundamental. Studie:s or CorpOrate AnaJ.yt,ic3l. and 
Data Needs 

B'il.l:tn~ Systems Studies 

Sw1tchfnR Maintenance Studies 

.Opera.tor Servic'es Systems Studies 

Network_Operations Plannw 

~ .... 

. r' .. 
" ... , ~ 

Compath and Intercoxmeet point out that Case 38896, aliow'-ed: , .. . 
-by-th~t~~.~onc~ -deve-l-opalent -, ~~~erml:na-l"7eq~l;p~ent,. ... _ 

. ',' ....... ". ,",,"" -""I""~" .",.,."J ,.'w.""c''''''.~!rr'':)' .', ",- (,\~t. ('-.... ') \c 
i~c/~~d~.:D~~~~~::;~¥:~:~'~e~;~~~~f0t3i~ro~;~~~ ~;~;;~;;,ante~~p.,;~O h\~ 

~,~, '. ~ "'The ,·stafft·s -_ .... .Ib"""; "'STDinar.l'zes "'this~ c·act· i';"':'ty'''' .,:~ ;. .. ~o - ,,' .~.. . .~.""'-''''''' ~ .. ~ ... t:AI.I...I. .1.-"'- .• I..... ...... ,v. _ • ....,Jk~_J~40..J -' ,-.. ,.,) .... 

• :: :.':";'.'j~'-;'=T ~,~ ~ ~ r:~;~: ~~: ~)~ :)~.:: ~ :;,~}(! ~ !)t:j :::,.~ (~t~_~·~£ .. rr .:.:,~~)~. 

3
...,~ ., .. ~.~ 

..... ~ ~:.......-



, 

..., ~ '" .. ",.., ,'" ""''-0"'' ~ •• ' r.-._""'~~ :.. ... ~~,·'e b::t; z~.!)':"!':'o:,c -:~, .......... ..to.Ii ... __ .l. ... ..,.,! ...... _- ~. ',l II' 

-XC:': :J.~;:'::~~~~~'I=;::! \~j"l.~:c,.!..~~ :0 $~!"',;.,£.."::.1:!)'\t-:::;2 

"This activity overlays both ~l:o.r8:t:ory~~vetopment 
and spee~~;:t:~Si.gni~~.~~~!J.~,g~~~ =.J:~il"'.P-~th' _ ses:-), 
are to opt ze COamnml.eat .. on...·.I.4¥-1o,.Lr.I..tl.es .. n... e 
most cost effective ma:nner-to-ensUie' c'ompataoility, .. 
of coro.P:onents;wi th1n-~~the~~)Bell'::/System"':network~~:;,to .':t 

plan ':the;':introauction::: of:'new-' 'anc:f 1>osSible fUtUi'e 
equipment'and;L'systeins:::into'~ the Be-l"1G ~S~tem':in:' ,< 
such a,'m.amie~:48 ~ to;~as~~:::e~rit.~;ty',~o'f~~,s,emee, 
and to study-eustomer"'reactions-to' -servtce ... ,_ ... 
impairments: :::suc.h:as :noise·, hiss:,.;: :echo,;: :'8.lld~., ~'>::~ _~" . " ' 
crosstalk, to c:<ietermine-.,~the:., mitiimum: .acceptablec 
;evel o~.,3Uch~:~~rments~ ~d:·:.t"o':':a:llocate·:~':.::;:~ lmpairments to ~ the :system, ,m, the).1D.ost, cost:"", .. ,h .. 

effective m.a.nner;.:< This 1atter,')4ctirlty.::i"s'-:one::. 
?f the ways in which Systems Engine'erin~ ,;: ~~, ~ ~:~. '.~ ~ 
influenees'."th. e.~clevelopment-,ancl. ,des! .. gn.,of,:. " ..... ,. ",t 

products'':: :Other funetions:.~.ineltide- :foriliulitiD.-·'-:: 
the reqUirements for' new' and' linprovea:, 'e<iUipaie~t, 
making cost', :'s'tudi:es·::~to·,determiue:<the:';mOst~:C()SeG .? ,. 
effective trade-':::off':,between'~'c,ost)'of::prOduCts(}::3, 
and ~o~t :~f-:futUr~:~~,ena:nc~; '~eriSe~~~the'::~:
gathermg,;:' .analys.iS"~~d~stu~y'·of .tb:~~ 'p~rforma.n~e 
data of all: :·system.s.~~and:: c~mp_one:nt's;·:o.(""the-:~eJ:l_~~ 
System, ~d ·~on.-gotng~ :revis.i~n-and~,-:up.da~:ing;~\o;f~~the 
design o.f. ':t:he ":network:,'~ the:-de:v:el:~pment' ~o,'f: ',; ::~''::: 
maintenance;' operation .... and- a.dministrativ.e.::.:·:;~:::,,; 
procedures, for telephone plant, making ·s'tudl.es·'· 
of. what:: ~teebnologieal'~developments=:are .:.o.e.ed:ed.':,~Y ..... '::<.~',):"';;J;':~: • 

"usj,ng '_information,.theory·t ~c·.t<> determine -what''''~'(''"'1 ~,~,~ .. , ""7'._"':' (, 

·'aevelopments-are"posslble'~·'and·!is~sUr'iri·'-tnat2'·',~~ '~'~:".~" ./, " .'''' A 

,:'pro<iucts' -tmder .:developmene::both;. :txi'.;:exp:foratory.)~, .s ..•. '..::~;:, ':' ',I :', ':...J 

stages and in specific design stages will meet .;:.';':::,::.:;', ,::. 
the needs of ,the, operating.. companies. "\.: _ 
"sistemiEnginee~ing:-':.>gi,~VbOt}{~l;iiio~':~'~:;, (:'~~~~ ",-
development and Specffie DeSign ;and·1)eve1.opment':'~c,,:.::.z.:,,/ ".:.:\:';.',;2 

by pre:v:enting,::-or.:,min:imizing.-~,the:: random:c:: : ::::::~:~~ :,.,",~:-" 
invention ;,of~ pr.oducts which:: ;ar.e-;.Jlot:, tCompatbble:' ::0;': 

w:i..th ~the: ,:sys.tem-:network:. technics:!. :and )performance<~;7. 
needs and~'Obj:ecti;ves,. whieh::'.are;, :not:'.~cosr ~.'2.G.::; ':0;:,r:,:'~: 
effecti ve:or ~whi~wilicnot:::meet:;.:the, ::needs-cof r:.:.; :,!:,¥ .. ~-:., 

~~ ~~a!d~2:.i~,~)~~~fe~~~;~"~.i~S~~~;;~2~&~~ 
• ~ . ,~p,." ,. . ,,, 

.~ "~, ..... , .... '\,~.... ,"' .......... ,."..., "'\ "' ....... " • (' 1 t"'\, ...... ', t\--"" .... I';~"r...,,"" OH .. I"' ·r""l"j~":," 

Qualit~~~~ce~~f~ ~?'~~:':~Q~' ~~~~"c~,~;~§~~;~se 
(No. 38100), nQuality':AssUrance;~:ando Qual:tty::-rheorytr.;":~:The~staff t S 

suxmna:ry of its objeJii~~~!¥~ai~i~ilp~s;):(~!~i~~2~6~~:~;2;lS3: 
"a. Deve-1.opment "o.f ~Peet'ion('an(£:qUai~~~C'oritTo:f:'? 

theory arid :-:t~Crties. :::'':'::-:'::''!:;<-':' ,:,:~.:,,;:.,.; <" . ..)~,,)~:;:J:" 
!, • ~c~. -;1':" ':.>,,:: :~~o:; :.~~~",;;. ~ ~~~~ ;:~:~co 

"b. Formulating quality objectives for'new~ . 
systems and quality standards for new 

-:3:3-
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~ .. -' .-~,"'g'. ;. -Routine~ :stuaies.<of ~U:..'"S~:.:anc:t."£ore±gn;:<patenes:..::.:: ~:\!":.~ :;.::,1 ;::;:'10 

.' :,. : ", :-"h.: :' .:..Patent;<s.tudies ::rel:atingi :t~~copyri:g1itS,':, S .0 f': ::~~::!.:.:,:, 'e:,::: ';'!!) ::~ ~, 
trademarks and miscellaneous. matters aris ing .-_ :. _'"" ,_ ~~. """. 
out of BTL activities." . .,:>' ... --' ....... :,~, ... . 

-,-', ~,.. ..J ..... ~ _ ..... r:" .;,,,_C· ~"., ~~ -:' ~. j'-' <...~ ..... v 

The s'ta:ff report also ~eseribes. the s.ta£:f' s vfews:.::of::-:.the::p~ses";and...!!:. 
fis&1~re·sUit~?:Of··this~ cil:t~8ory~:(EXhlb!t~ 286 ::~'p~7:zJ.:ri)' ?.:.;; :>l-';S ' 

... "._"' ....... _._,.,.'-'~'\ ~l .... jh • .-.. _· •• _ .~-:.. • ..,_,,"', ",,~-.o+ ,I ~.~ .... ~.~,...~·t,~":;. ~.' ...... f"'('~_~._~! .. ........,....,,, .. , .. , .,I,r" ",_0"\-00 
-'-"""Th'e"eneral"'a:1m ''of 'patent-'worK is~ 'to:"protec:t - .,' .. - -~~~'.~~", .. '... Y,"" 

'h' '3'IL ,~exit:tons.:~.and;."to.:all:ow,,:a;:£reedom: of:::..'USe;.;by;.c: ':.:-:::,'::.?;:::::;:~.::':: 
,.the, ·Bell-:System,~of, .al.l.-pereinent..,technology: ~"', r ',., ":,.,,_.~~,._,_,./_, 

.' wlUcb:-may be uSefur"!n·'1:he't'ele'e'ottllllU.ll!eat1ons~---~~ ~"-~.,- -, .. 
;illdus:t1:y.:..:, ..... 1:hi:s-.:is::-:.aeeomprished:<:t:hrougb.:.:a: :)::~ ~:::) ~ :::::'0 ';::'.'/:::: 
system o£~patents. "and, ..royalty.-.free. eros s~ -.~ . ~ ," . ,~"' ;'" -. "'" . ,~ c _ .. _ "" 
l:tcens'1ng-agreements'w1th ~o'tlier "te'chn'olo"gi'cally'-""-':'- w_-,,~' -'-, 

'orien'" Ad . ""'-tituti"·ns.'· .. , ,'" .'D"I"'T" .-.c" ""'-". gr .... '-1£1""" -,,,. "" -, - ,., - ... , "," ", .. :."", .~. , ,~ ~.L.~ v .... ' ,~ .. "D1'~J",,' J.~""'c;I.. Vi.. ~ ......... ,.j ,~j _ ........ ",.J.._ ..... _,",,-,I '_ '.''''''''''' _ • .- ... :'" 

procurer of patents, obtaining, 50., to, 600v a" .. , ."". _ .. ,_ "" .. ' ,_' ~ _", 
year. It is not known whether :BTt g:rves-'more~ ..... ," , --,~",,''"'', 

, , .. ' -, inpoteneial: :royalty revenues<tha.n: it';::re'ee'ives::::.~~:...:;·-:,·~ 
~. under rthe Gl:oss-lic:ensi:c.g ,~agreements~ ... However~ -:,,~. ,C',i ~ ~ _~ ......... , :~. :". ~ 

BTL 'beI:[eve's"'that-the 'advantage's''' to~'teehn'olog':rca"l' .... - _w.,. ..-

, "::., - ,progre'ss;;'tbrough;'the ::freedom-:to-'\lSeXprovi:s:ton;s::i :;"~-::::"':.::';;, ::.D : .. ;: 
of the cross-licensing agreements outweigh any .. ~:,:,,:'.';;!,;,;; 
loss tn royalty revenues. 

~ '" . 

. "-3~5:S.'-
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e,., , .• _",_,,".Pat~t r<?yalt,i~s, ,f:r~_.a1,l .soU#~.~s f.;.?w_,t,~ ,~est;~J:P:.~ .. 
.. ' ,. - - Electrlc,"--regardles:s-.:of;..wethu::·~."West;e'rU < \.-~' ',._--, 

,-:-:' Eleetne·,:..,:oriAT&T :1'S:",the::dev.e-loper.::0:f:_the);pr.~uct~.;,::~; ___ ._ ::.,:',:~:; 
. which ~as~ pa1:ent.ed. __ ~ ~es~ern,_.El_ec1:.r.1c .,s.ub~:z::a<7._ts~ I_~.,. n ~).;_--c .... -,_-",.:~.f:;; . 

. 1tscostS'"'of~ patent'''adm1ni'Strati.onJ·andjthe''~~ "'~"-' ...1._ .... , --.~-

xesulting nee. .. royalty.: -income :is-:,dirlded:: ~equa-lly~ ~~,:-.-::' . " ':. :~ ,::,::;.::~: 
between Kr.&T. and Western. Electric. ,,!he .'share of . .. 
net royalty "income- received' by- AT&T" :£:~:Used' tol;~:;:::''::x:~' ,'-,::;,:,:~; -: c'):'~ 
reduce- the::amount::: :of-: .llcens e:- ;Contrac1:':::.:expens'e:.= i?) ::.:~ 
billed to the operating telephone companies." . l;, r _ ~ . ;: ~:, \' .\. ...... _ ...... c t:'! .... v-

The .. staff:~.s .r.epo~_ ,(~b_i1:. Z~S,"6)~ a1so.-.. co.~~i~.;.,~~er~ other 
...... _.' __ ' _...... _.... • .... 0' _. _ .... ____ • ,: .. \~J ... \... ..,' "'.,' \ 0, .... _ ........ ~c ','" ,~,1_ .... ...... _~( ......... ,.;.. ... _ .. <-' 

categories which appear.: .:to:, .be:',~uper.fluoU$"-':: ~J:."Math-emat:l..-eS! ~eseareh" 

includes eases whiCb?'froai':t1{e!r\ descrl-Pt:£o~28.rf? eftne£""basic or 

applied researcb..,\~;,'~,~~ati~~;i:~~~i~l;i~;-:s){~~J;<f.:?:e_5~~o#£~;red:(As part 
_ ..•• ~ .'., "~ ...... _ ~~ '..i ~ ........ } _,'_.j.. ..~ ""\ , .... ".; .... ~ ,!~ ...... ..;.J ,-" ..... ...",.' ....... Q 0\.1.'_ 

of systems engineering..,-:,~):.~O~her:~<:ase:s;."~:i~all;,:<>:fr~whi-ch ~e:r.e: determined 
not to be product related) are apparentlY: tifl ~oas~1:'-.:or(a.pplied research 

except for Case 394S3;r:, 4: ;;tUdy-~cff Tes~~:Ji:O .. w~J.t.·~~~: rf.or telephone 
.----~--~ --~-~~~ 

operations, which is P~~¥J>~!.~ ,,~~~s~t~:ftt~~o.:.~~(.e~,1;'!f cS!S;:~: en .. ~ineer1ng_ 
The stafJ.:;:exhipj.t~ ~l:s~ ;deseri:bes~~tw_o; rsimi:-lar.lY.: ,l1aJD.ed, areas: 

"business information :·~ys;em;:"1 (Bis)"~:~ :tl:ie" ,~~i~J:o~~~t;:~ software 
.~_.~_~~~ __ J_~~~ -

programs for use by the OTCs - .S:%l.d,.~~_~~,s'~_~o,~t1o~~ys~.~ 
....... :)_I.; .... wlv .),_......,1- •• ) .. $_ I .. 'O ..... -.I~:;t, .... ~c....."... • .... Ar , 

studies", which cov;e~~;;s.~.:~l~~;3.8.Jtge::J'~r~'!'fl1.:~;.~ ~f::~~tne.s:~,operations, 
including computer software and ha:A::dwax:e :.sy.s:t:ems . .;! ::the>.:f,opner is' funded· 
outside the license- :.c~utl:act:- :and":is. (UO,t :the: !subj:eet).::of: ~tMs . .:f:nvestigation 
(see Decision No. SS2320;.:::~:=latt~.may->.be o:.eg81:ded:('~.r:part..rOf systems 

'·f40j-··',";·_f~ _ ..... ~,, __ it·,Yr ... t .... ,-.·"r"'V·,.~~r-.·-.'I-,.,... ~ ... ro .. ~...: __ • .,r.T ...... t·_-t 
~t:?"ineer.f ..... h .: .......... :...- ............ ...... _~ __ ........ #J ..;:... .... .,.:~~ .... ., ___ .J .. J .......... ~ ... ...r ....... v...t G.:."~_~";.J..",, ....... _w I 

--0 ~- "rr • :·!!;) .. ~,:=:;"vl::;:: .. al:S: ~o :;:;'0 

C •. Pacific'S Presentation, .. , I"~~"""'_? .... ,.:- "'''').J:-_ .... ''''·A::.. .... ,:,~.,. ""-0"''''- ':I.~ .• ~~.,' ",..-:' 
.. • • T ~. ~.. ."Y ... _ ....... ~_, ...... JH"'.,J , .... , ... r.;;. ...... _..." .• ~J..." VII.;.....,....., O<J_ ~.-J .... ..,II..J.-.,.."",,';" .,}'."."'I""" 

pacific.~,$-~gumen~~t:' aga1ns.1;~the~ ,Spif,f t sfr ~~W: o~.~Bel.~ ... ~,s. " :_~ 
., \ __ ..... ~, -O:'-'V ... · ... -.I",.o_ ....... u..t!' \~O ... ,~_"' ... -i ...... _.i.~_ .... 0 ........... -"\W)_ ....... ~(! __ 

may be summarized .as .fo,11o~: - (1) . the _s.taf£. wi~ess (:a~~ey;). had 
_ -':.,'...,. ' .... _"-;, ....... ':.:.: .. ' ..;.~I.,.. "*'" ... :~,:Ir_ .... :.'~ "'~O #.,,~).;~ ,"",,-:~":..J.i""':;r}~, !:.> ... ,.!.. , 

insufficient background. to,.::understand: .:thf!J.:nature::o£: :.BeJ..l=.:Lab'si7 work and, 
therefore,. failed t'o: ~de~S:tand'::£~s-;:rS::tgdffi~ce"=to;(~padtii~<~lnd the 

,,:.::...; .. ,_'." ... -.J ........ ,.-',.. ........ ~I .... .,):...; .... ,: . .) .... ~l ..... _ .. ~ ..... __ .~_:"I.!..:..J ~)\.J'. V~:..,;. .. . ",-:";~.J..~'.;.' 

othex OICs; (2) the sta££'(errolleousl:r.:::C'l:assified:.--resea~:.wo:k as 

"product related1t.;> .an'"<:i.;.(3'x~~~e:':s:t:aif';!i:~ee:~~~;?~:.t~~:~:rriallow 
... _",~~~ .•. _._ '," ... v .... ,~ .. ..,;, ... __ ...... _v .... _.J>..";'" "',._ ........ -iI ..... -'_'i_,~'\j+~ .. ,." ......... ' ........ :.J.-' .... Jt. 

quality assurance and<pa.t'en~ admini's:t,rat.i--:01ll~'4l:e lbas:e4' ~-UPOlli':47cmisunder-
standing of the purpd~~ of~ ~ work;~:"_=c'C) ~ ~:;.~:~)=nq ~o ?50"!':::~O:':~ 

'" _,." j"~.;\''''':'.~ ....... ,.:. ;.· .. ~J.·:...;'>A.-~,:ft ... :::th"O:O~ :;J::,rr ~~:...: j'~ .-:~~'\: 

Because.··,of . .:;thes.e: pr.ob-lems.r:with: t!'le:J:s.~af£:J:ana:lY.S'i_s,,:.:aceord1ng, 
to Pacific, if the''.recOmmendat1ons>of;:tne;~:st:a£f~~:,are> fo"fiowe(ii;: there will 

-'..,:: __ :;~;>";' .... ;'. ~.C:;;· ... , .... v_ .c;~~;:.:,;.}:~::.("u~1'~.!':;' ~)~,.; ~ L.",..;.:: ~:J\'~:) .. ~ .... ,:.,~C ....... ..:. 
be an adverse- 1.mPae~ ~oXb,;l-on~..ra.tige:~y:s:t.em' ~p'la1)1ling;!an(b~the,«tua11ty of 

,.. ......... ,~.,.' __ ~·f,... ~ ... .-ro,.,..c.'~ . .....,.-\ .... r. ot ... .-:· .... ""',,-';:';_ ................ ~; ':;.\." . 
,:~--::.:: ... ,....::\_.).,.,.~-' ....... ~ • ..,,; ... J,. .... , •••. ;._ ... ~"r~..;.. .... :~ .... w,_" ... ,,{/\;;J..J ....... , .:..~O_::J .) .... _,' -LO 

.. ~!).:; .. ':::~"~'~)~ We.,: KC::,",:l'c,": :.:1 Z \:'0 '1' 
~ .. , 

service. 
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Dr:';"':.McKay=testi.£ied;"that the: .purposeo,of')basie-: research is 
"fundamental se1:ent.liie:·j.ind:e':~~41~~·~IEXh~b~t:,29~~.". p-:::~:l8~~':: One may 

,~/_ ..... _,..".. ..... , ... ' .. ..",; ..... , .... ' .. ,.~ ..... '_f~ ..•. I .... ~.A ft'" ..... I.#."'.~·""' ....... ~l ;.1.,1,;.,: ..... >11 ~I,. ..... \o,-,. ,)"'" ,..(.10..-
actually manufaCture: 4:; de.vice:: .£or:experimentai::: purposes;:,:11l::.the course 

• ',.,-" r', ..... -."".' ..,', • """. 0" - '\ .... /,..... ........ .... ;""1"'- J". ~.~ ,- ..... ,,., ,.(.-rT' ~ ,", --: .1";.;.,. ."_ 
of exper:unents .bu~ ,s:uch';a" :cleVi,c'e~ 'Cbmlot*) p,e: c.ons::1:dered: :a~.pro.duct • 

... \.., ... , ,.,~,.'..,J""".''''' \; .... ..,..~ ....... ,,'.....,'"'-'...-' ., .. ,,~..s..AJ ~J.t.._j ..... '-1'_. J..I .... ' .... _ •. j..),.""'''''-,,,,,' .... :..,; ......... 

Dr .. McKay points.;;.to, Mr:":. Humphrey:~s charac:.teri:zatio1l:),o£x~the':"transistor 

as an exampte; :Of~' Ud~derstaiCHni:~) :;"i'he !f1~t:: ~~~l)~or:~~is~uot, 
, • 'WI< • """ .. ..,'\oiJ_-( ........... J..t(.;..."",.,.,~ •.• _ 

"dev:eloped~<. or :'pro<iuced!'".in .phy,sics .. ,r.es,e&2:,ch .at B,e,ll, ,Lab,s.,._ but~~:was .. 4, --:~ 
.... ~._.,... .. ~, .. ~."'*._ 1-"'; .......... " .............. ~,. ....... ..;,..,'_ ,_J ..... \f "., 1' ............ 1. __ ...... _~ __ ........ _ ~ •..• .J......,_.-' .t.;..''''' .. I-''._~_Vf. ..,;J ....... ..... 

device ill a laboratory experiment dem~~;~~~.:: S.~~~l9'~t~~~~tt?~{~.; 
a solid stat~,;.~~~:..~;:~?~~~d~.~~';.:.!~;'.:~E-.)~~t~)?.?~~;!'::;e~ .~.?p .' 
commercial use". ~Exhibit '29~;':.p.-;~, 18~;-:):~D:C; ~y::;\~.1n,ed":.ce::tain 
other semicondudtor.~:experimel{tS·~~' ~'e~~ere~~iectOn~~yer-;,i:evera1 

• ••• _ ••• 4 ... _ ...... .\ •• _ ~._<_,~ .... ~ ............... ~ .~ _ ........ , .~_J.. ... _ .... " ...... __ ._ ... ~...J ... ...... ~~_'f 

years' and wb.ic:.h.: ;.s:tudied;~ .the;,:behavior."of:: :elec:t-ro1lS:~ :i.Dr .;;:'Me:Kay testified' 
... ·r, ,." '-\~"r" ".' __ .... 'ljo"'C'_·~ t·,.,~:;... .... • ••. r;... . •• --t-:.,,' .... ,....,.. ".~ ..... _."'\ .. ,."'~ .. '" 

that he did not, .. undertake.the::work~'with~~8xC,~de'r.s;t'an4.i:nS::~tn:at~ it would 
.,i .... ..I_ .... JI. ••• \., ...... _' __ ,,.....1,,.... ..,,'-"J ... __ ......... ,....... If..... . ... .. .I..1._+~ .. ,* ....... ,.. .. ~. "' .......... ..,.., • .... -.;1'.,..; _ ..... 

be of benefit in developing:,pl:Oduet~~.:(:Exb:.tbit:~29:8:; pp • .::.l'9;~.) 
....... -- ... "j.-,,'- _":"" . .., . ..:h ........ "._"'~~\I"'_\, .. ... iPlo ,.~-It~o" _;.r"'¥\ .~"l""""""V •. ~. 

Dr. '. MeXay.~:s,im!tarly .~tts~ed:and:~de:s·er1be4::seyeX'a17'pr.oj ects in 
_,'._ ... ," ' .. _.... .. _-' '~.-"-I_' .... _ _,~...,."."""_ ......... w . ..,..,.,,_ ...... ....;..r.. ,.Io, ..... l>r- ... .J .. "'_ ."",.. __ v.".; 

areas of ma.thematfeal~·<~e~,~ :chem:f:e.&.l; research.,.: :and-'eIl.vttoImlental 
__ """':'-'"~"'T~.~r· ,~A'·~ . .'"'\ • .. ,~·:",".""rr~ <,..,.tI-,.~,,,....,,..~- ,.,,,, ... ,..~ ~~ ...... 

and energy studies... Dr:-'MeKaY; 'tnw 8.1lswer"t'o:''the~·que's:t.:t~n;<-!:Does Bell 
... ~ ... ~~.,I,...t.J • .I.....C'_'-'''''' 

Labs have a long-:-,term.~ .commitment _t,oong~~ng-·,r.e,s,~ar.~Z" ;:":\~ta1:~d-' (Exh~bit 
",...-- ... ~~ ...... a ... ~, ........... _"orf_J. .. -" _) .... -..1 ' ............. ....J".-Y' __ ... ..,.1,;1&.~."":...I ... ~ ... , ..... 0 ..................... "'" "",~c;.., , 

298-9 pp. 24-25.-),:~·",,, ~:.>~-:·,;o :;;;. :>;0';::~:~q::::'o~ ~::-~~:~:~:)c:O 7)ri~' c·= ~''::3:~r.r~C ~' 
...-,~ - ..111"_,,,,,,,,.,,, ~ ... ~ .... ,,, ... ,,, ...... _ ... ~~_ ..... _,. .. "':--rl' ~.jf"~ t, ........... ',. ....... -r-~_'t~.-. t .. ~~I ... "l ow-

"Yes::::~One:".ex.ample·.:of::o~·l:ong .. :-te;rm:':conm:t~ent"':ts-~,..~ 
bas1c~:z::.es·earch ~'·m1c.ro;..,ave" 'rad:ro~ ·syst·w" V 'In" the'·...;' 
late·'·1"9"3.0!"s·:oui-~:Aadio.:r;?s~eareh:"pe~p:l;,e';~g~::':~:'~::'-~~':~ 
building' ·~nmental:'m:Lcr,o~av,e.: "deyice,s '~·and·' :".~.: .=l:':',""'~ 
m~1ng·,1t11er,o~av:e:'radio,:~pr"opagat,io.n:'thr"ollgh::t.h~·~~~ 
atmospher,e",:,·Some:· o,f.'·~e:tx::tns.~en~s we:Z::,e ,U$,ed:::':':: 
in-radarresearehand' ·development'· 'in' the~·ear~y:::, .. ~:': 
1940' s, and in the subsequent development of'··thc ...... ·~ 
transcontinental, microwave ;'%':ad1:oO! ~rel:ay:~system.:~.::; .: .:/." . 
However~ '.the' f1.mciamenta:l:.: ·-stud1:es-: lcont:i:nued': :~~:F.or.:.>:: ,~; 
example, we measured the effeet-iO:f atmospneric,:.~ :;"(:::::~ 
1"efraetion on microwaves and discovered ~the ,- .~.' 
':scatter1ng·:~of:·m1croWavei~by·the:·'tropospher'e.· :;:' .. ", .::"'~>: 

" .' .- ,~th1s.~ latter.;.effeet:~ha$>:been.:;expl:oite~d-.in:\c :;'04~: ~")~::';'.:' ... ~ ~'c ,:,~:)-:·.~".'.~tt:~~;.4;: 

, tropospher.ic. s,cat.ter. ,radio .,s.ys.t.ems "bu,il.t, ,by ,many.,.\,- ",' ',_'.,~,.:'''' ... , _'i:-.:-:_~' 
.' ·manufacturers..: . "More' 'recently;' -we' "have . C'ondu~ted';" ~, .~.'. ,- -
.""" :extens±ve :studies. of,.the",effectS';~of~" ra.:in.'.~oIl..;.-. .. '":' .. :C."';.:-, :,c,:·:· ;.:':: :.: 

higher· :frequency m1~r.owave . .radio,. .. We •. haye, :,sho~, .. _. ~, ~." ,",' ". " 
'forexampl"e',~'"that: ·heavy"·ra1n:storms"·are~ relat'ive'Iy -'.- , ... ~ .J''''_"~ 

:.l:oca]:ized·'PheIiomena;~e' hav.e:..:assembl:edl.:experiment:al :]0: ~,..! ~,;,: . .:.::::,;, 
arrangements to show that·, with::.~ppX'op~ate l\ ')0 .... ' :',~_ .• 7! :':",<"0 
system designs, the effects"of 'rain-attenuation - ..... --.,~..., ~ 
can be overcome. We believe these findings, will 
make it feasible to open new frequency bands 
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'. .~ .. :: 'for: satellite::. eommcmi cation as~ W'eJ:L:~:terreStr.:LaJ::(r 
::\Ucrowav~iadio .. r.elay.;. sys~ems .•. , ..:. OY,er ... ,the., .ye~s?~,~ ~ ,. '"''''')~'' ',\,.,.. ,~. f~ 

. . ... too, . we· have' made'-ext'ensive- measurement's· ·of"-rad'io .. ··· .. ····,' .-. .,., .... 
'.:. :: propagation.-:::a.t.-:. frequeneies;o-:appl:'opriate? for.~lDobi:reJ.:;.~:"''':': '.:'::: .. (.:~'.: .. :;.:, 

. radio .. telephone s.ervices\ ..... ,.'Ihe.s.e>,endeav:ors. laid ", ~ ",.'.":" :.~. _"'.~ ". ~ 
"' the' foundation-'for-tne high"capacity 'syst'emnow " ....... ,. / .. -~'.J.-' ... '-

.'.;. ~being";.explored:in~ou.eago';..:, l'hese"'~-are-: aJ:s:o\basi:c::":o-:: '<;::.X~::--.. • ~:::: 
.' _. to~ the,.:non~BeU .. mobile ,sy.stem~ .that~ .is~ .to;...be; .. tes .. ted~ ~rr' v... ,.., ". C' - ..... -'in. .... VashiIigton-D-:.C':, 11--'" ....... :..... "',.',' .. _ ...... ~_'~ ... : .... .J.. , .... .., ..... _.""_t.M _1.,# ~."_ .... ~ ... ' ..... ',,,..'P ... Jo 1t_r4,Jo \ ...... t 

• -,~ ,... o·#'· ,. "'.... .. ~ ... Tt ... of \. 'IH 

'I'he'w1tnes:s: st:;:ted 'thAt Mr.:~Humphrei:··~:V£eW· i1lat?~i1.:l'SU:Cb. tb.eoret1:cal~..J" 
-. ...~ --" -.., .... : .. ~M .. ,-" ........... ,..._'1"", :...·-T " ..... ".,.'··~I ... - ......... · • .,'·""'-"'" ... 1:"'I. -I"¥-.,,.,.."'.-~,, '-""1\ ... -,.-I""\ ..... _~ocr .... ;'" '!-.. """"'~ ...... ~ ...... ?' ... ,.\~ work' 'is-'"j?roduct.~relat:e<i'" ~s·"'wroug."'":"--' -",._-- --'-...... - \.~ .. --."'!;;,.~ .... ~-. ~ ...... -. "~ 

nOf ~O~s~~;l·the:·p~OaUcts;';-tirodu2e<i' bY':~ufa:~tUrers;:: ;:.: ~ .::..::.: O~ :::, 
.t_.~,. d- ""'" t:'.'I' t~·· wil,o::,'b b' tt '" . .. ;~. ~~; . ~\,O.,L.'tL·'ng-··::wes",eJ:n ...:...ec rJ.c., J.Q\ e ; e.er::.;, • ~':):~.::: .. _;:':'_~::>";':j:'::-,';";,:)~ 

.. ..pro.:iuc.ts~.fo:t: .. the .Ope.:t:ating .. Telepho,l'le.,.Co.mpani~.s.r :" .... __ :.-. ...... ~, . .:~."' 
.. as a' result'"of"th1s-work;~-'To m8ke-'sure·~tbat"''this·..,J ... -···· -".'-'-

~ oCc:m:s .,-:::we areyaggresrlve:abou'typubl1.sh ing.:·:bas:ic::,-.;\,: ;;";:::';:, '.-::.~ .. :)V 

. res~ch.:t:esul.t.s..,"" Entire· .indust:t:iesb.av:e_,be.en , .... ~ ' .. :...'. , . ...: ... ~ 
.. startect"or-enhan.c:ed 'by 'Bellt.a.1)s '·''bas:j;c.'·'res:e~eh:·' -~~,~ >' .. , ~.: ••• ~ 

: ,f results::..~ th~ semicolldueeor.~.indastry:·Jis;.one\? :~:::.:: ::~:'~: ~I~:.:II:: ':,":-;' ~_j::: 
. '. exampLe... Only" ~th ,the_products ,oi.., that, .. iudus.t:rY _t' 

~ ~ " could' the' worldwide-'·computer··1udustryr·provide· .... ·- . _ .... 
. :..:' "the>low-<:.ost.,::.rel1able:,produc.ts.;Whicb:.:hav.e: .. ~beext~!>:::·~7.:,;~ :0 ;;:-:.~:::.::-:.(, 

.';' .... of,. such" immense.; benefit .. to;.tbe Opex:ating... " .- .... ~ ... Co1:np.atiies'~-·-'~· "' .... - ~ .. ~.~,"'., ... ,.. .. '.'- ~ ,.:' ........ ~ •... - .::;-; . .::,:>:.:;/,; '(.:::::';;~:::J ;)c:,~; 

:. ~:.<>:;:, ~t:\b~i~r~~~eirCh 1:e;sult~ '8.i-iiI:S:~~~i'·pi~·~":o,: 1:~ ·.)V:'·M~; :;~c;~~...:: 
benefit to the Operating Companies in other way~-,~s. .:~c: ,2>~)S: 
I have ~ v:en· .sev:eral illustl:at.ions:. ~mathemat;.ics _, r V ~\ 
and,.:rad!o'·pr.opa:gatioIi: .. ·data:.be'1ng::use-<t~by"'::syse:ems::~·~ :. 
engineers~:Ul : .. thefr_. :·cttrect~ ~ol:k' ;for., ~the '.;Operatin'g: '::"'., 
Comp.anies,;~.:' and . 'chemi's ts:. woz:king.: :dl:reC:tl'y~.::w:tth:. ~ '. :.; '7. ',--::. 
Operating.:Companie:s~ ,in:.:COtl.taminant·.:control:~., :,'~:::-.~::~~'-::' 
environmental: .prot·ecUon~ ·aricr::en'ergy::.~cons·ervatl'on:.:~:·:: 
In eve.ry:~ .pas'ie .. ·:z:e's-earCb.:~area· :.thu·e :ar..e~ ,comPar8.bl~e··:·:, 
~~es:;- ;:; .~;.:;(';: ~.;~:~;:"·;;;;;.~;c·~~;~··" ::,;.~; ";'= '-;i~::' ~·~'~·~6.::2:' 

"All of. ;our:;'bas1c:': ~.esearch ::is-"~t1eceSsal:y:.:fo~:A'I~'i~"=:: 
teclmiCal.;sappert ~of~ ::the/;operatio~:o£: PTU ;"'''::,~v'Y'''ToE 
(Exbibit:~a;o:pp~ ~-:27~)::~) :OJ:::' ~~)-:';';~~':5~':: ~y,,' • -:t.~qii:CX!) 

Both Dr. :M~y::; '\'aii'r::: ~T~eUb~~~:stieSS:ed::that:1U1i'dameutal 
._._ ..... ,_ ..... j.~~ ....... _ .r' ••••• .., ...... ".,.~ ... ~ ... \.,."_~,_ ..... ~ ..... 'o.J .... ,,~ .. _· ....... ~_·v 

research should not ~~.~.e£~.t:O::.:equiPm,~t~.1D8.DU£ac~~~i Be.:q:iointed out 
""-!' ............ ,,/'" - "'''1". --:I"':""':':"J,~J'\,~~.~ C;'"-!"'·-' -1:'.'.- ..... :"'"4"\,"""' """"·-""C~'''''-'''.Ar-c~* 

that one aspeet' ·.of _·:such- ~.re·seareh~ .:ts ... ,e's.tabl'::tsh1:ns' ~t:eclml:c&J:'~;:feasibility. 
NI-.J __ ~ • .,;_ .. # ..... _ ..... ~ ..... _I .... ~ ...... '\ ....... ",,,.:.1_ .......... ...;,' .... '''''''_... ...""'_,,~ ... _..,;-..,,_.A..., ... ..!..~~ • .,. 

It is not known, J:le:;~'d,::¥~etb:er~:a.::des±red? £unCtion ~:~t~!'~.a~ieved 
based on <:.erta.!n':tdiiiS:.!'~til ~:'~t:riB.:e·<1s·;':-~1.~d~C"'oue'~:: :1tEVeU;:f£ the 

\ ..... _'ll',.;... ...... r.:._ .•• ~ ,.,,_,;~, 2:; ..... :(,.;..,~ .... _./:'I:.. '~N\ot ........ ".fI\ w"":~"I_~,: f.~~·l .. C:.'!r'J~:J. .(.'v .... 

trial were' ~to·:be::.a::soccess.."'~"::he~/sa±d""': ".no: :spectf±C'i.:produ'~~ould: have 
"r.;" ~_f' .. .,..,.....".~ .: .. ~~.... ... ... X ,· .. o",:'? o~ ...... .,..f'¥(.""I~' ....... ,.,..t"' ........ Y'" 

been formulated,~",": .. _),:Exhi~it:.~~a~'t)"'., .~J\,,)''',,:;::: ~:~~:::~.:' ... ~: .. -~~-::' 
................ _ .. ~ .. -, ..... ~ ........ -.I -' ... ~ ..; ... 1......... ~ ~ .... ..",...., ..... __ _ .S) ...... _ 't \"1"'" "',., .... _ .... ~.:> ."' .... :>"" '-'-~ ..... :::.!. 

" f'''' ~:.'" .... "' ... ,.. ~~ ~ flr~' ':~ ,,,,.,.::... " ... ~." '!. ~. .. "- ~"7 • .,., -- -w'\"" .('. "r '~ _ ... _;,l ~ ...... _.~.~ •• :::.1 .... ) ...... .;.I.·:;)_.; .. )C.:1.... ..., ... oo_~" 0· . . ",'oJ!:.!:'!) 

~~.:)f!J;d \:~,~'!7~:~~'!:'.:::: 'w~~:: .. 'l<~\lqo 0: !Jl.cl'~'c'l)l· :;, $";J~ 

-3S-·:-\ \,.-



" .. 
... \ .. r\ ,~, \ ... ,...... , ..... C' \ ~ ~ 
c;. ,,~, \ fC):, ... J~ .... ~ .. ~ .... , t,.. .'" 

','~.~: ~.::::: .. S~~y, ~>')'iS ;to:;~pP1:r~~ ;:~~a~ch,b~tb.°~~Ii~~~'es~~s~~fied , 

to th'e- 'n~git~;"e:' C{£feei'=Of~~b:aXidoiurig'" tli!s,J:arciiEc, Dr~'~,T~~bi~;):)'st~ed''X';:' 
" .. .'.-",.", ..... ""'~-'c ... ~-.,-,-...... ';- ....,,- • I" - ." .... ,~:..-, , ..... - •• "',1'1"<.'·:-":' ...... c/ ... ,fA·· .... O r:il~."'" """,.. :"'''"''"... ,...t,..,"""'r'"~-"'L;..':''-o("\'''''''' )" .... ~I'~,.-. • . (~"'b:tt"297;" . ":"'23~"24'Y:--"'-'" " .... _. '.""'- , ..... ~... ~ ....... .., .... .-...... ,~.".I ... -.""~ .. ,'~ .J_, __ ,.,. 

pp . . . ..' ... ... .. 
~;;~V;a,.'::in-:~~i':·~~~~:~idtur~~~:.~?'~otirri~e)=c:: :0 =~.;.:- :.. 

' .. ' .. :. .tothe:;developm~ of;,new-~.teehnology-.,.::.:such:a8lc1:n:!,("!:';:: ~:;~.~':::~-~:":'i:: 
..... lightwave. commnnications .teclmolog.y" it"is, .. still ' .... ,..... . .,...., .. ,:v·, ,1","., 

necessary' for'''the··Operatiug.''Telephon'ff·Companies·· -,~.' .. " .... -'" ."'-
to :do.: applied~.'X'esear~.in:·order :to'.:be.-:;knowlecfgeable:.:>"::::.:,': :>::-;.::':~.-: 
plaxmers, purchasers and use:r;S--l.o.f,.the .. (technology.~x';-' \:-::,:)~~~=;,,~;:.:; 
Some of the infoxmation the te ephone'" eompani~e's ....... ", 
wou.ld. Jleed:, to:: acquire:· .. to:,'be":knowledgeabl:e'~,d.~ ~:)f" 
new area in~lude.s:;Ci.for.:. example:..: how~ the,:;,'new~~:; ;'~..:::'';'': 
technology..ca:n; be:: 'best,)·used :in:: .the:.l :exi's ting'; ..;..:.: ;;; '~r::..:-, -:;.:; 
network,.:.:how>;cablei:and:sp'lice~,deS1~affeCt :;.~;.~::: ~,:~:;, 
propert1es.:.ovu.:;long:,pertod$:.: o£~.ti.me~ ~d' Whether);:; 
optical: systems.;lcan:~.be .maintained::~ef.fie:1ently~::,:~c~~,.:, 
Because.: ~~f.' .questions. ;l:ike'; th'es~': a:~ ,te1:epho.rie,? ~ ',:?'::: 
company .. Should': not '·.commie:;.to::-.use~·:thi~·-neW" .~. ':" ... ':::,:,:: ':':::.t::; 
technology :without:: firs.t .:generatin~,:arc:adequ;ate.~,~:;. 
fundamental.-:understanding,;of,,-how- it~;could~lAffeet:::.'(~;~:-: 
their ;operatioUs. :.and'::,the:: :cost":' ~of; .:proViding;":::: ::..:>':: .: -::: c;:;:, 
se~ct:~:~ .',: ~ . ::~':;:~: ":~~:~:~ ;:'::: _.:. :::;::.~-.,~~,:: . ~"::::::·:~5·:~::~.:. 

"ThiS: .a· true-:of,:a!.l:·;t·echno~ogie·s :thAt::ca:n:'affect"'.::;-:,: 
teleeornrmm'i-catious:" ,": Ine~ ·.t·e'J:ephone~.: c'omp'axi:tes·· ne'e<t· _.'~' 
the . ab:tI:tty. :to"'clloose':. "amo . ~ ·comp-Iex' ~t'e'cbni"Cal~ ::~:::-~~: ~ 
alternatives- :and~ ·als·o .. :to~ :~ace:requl:rement's··",on:.::: ~ ~. :.:: 
the potenti'al: :suppu:.ers:".of,~eqti:tpmerit...~t:o~;as~sUre~:~:~<: 
they get:~what, :they" 'can: :u'se:most' ~e'ff:£:C::i'ently;'::!,;: ,.,,~. -~ ::._ 

. __ ·~·4,." "'.i ...... ,.,..... . .. _,.--J. ..... ,.. ~ .................... ..4.... '" ... ." .. ~._ '." _ .... ~ .......... -f.~ ..... " &I .... "..,.i 

S'nnm:i ng ~lJip;i.his:: ;op.:inion;.regard~~ ~e:,(e:f~ee.t:..zOf~· =ending the 
".. ., ......... /.-- .. '~, .. - .. -.. " .. :\.}o,.~ .. ~ ... 11·:· ... - 1'\."- ' r' "'''J'''''- .• '!""""-," 

funding of such worlc :by..::tb:e~:OTCS" •. ,1)r:·~:T:meu'baum::~~Jsa1.cr~(Exli1b:tt 297, 
" .. iI_~ ,', _." : ......... , ... " .,,-,: ...... ~ .• '" "':' ....... \""'" -,. .,,' • .- .... ~ .. , .... ," ~:..: .... ,.~, ........ -' .",. • .-." __ .,,,1. 

P 2i!)- -........... ,-... 011.,:, "; ~.~ .-~, ..... ',r._'¥' ... .... 'J ... ,... ••• ', •• ~ •• ~~"""'·"'''''Ir''''_''' •• ""'~ -~ ~,""I'\_to~'"\"" • g-. ,_.-,_ .. ,.'~ ... _ .. _ ... " ....... . ,1 __ ............. _I'"' .... ~> "- ... ,,, ... ,~ .... -_.-.I..,l __ .., ... _ ... ~ ....... ~ ,.;..\..i .. #-.I ..... ..J~.:;.. 

... , •.. .,.- .•.. , ....... _-~ ~~,,.., r.\_, .. ~_ .. ~ .. _ .... , ..... ..... ,_: .. :' "~"""""11."'-~ .",~,..rPII. _-:..~_~ .. ,.. .. 
"If the -0Pel:a~ixig· ,:;eIepho~e·:COmpanres"'r~~~~e:, '.no~. :~:c:;;; 
to fun<f:,~~_~ork:. at, ~ :ta~~B:t_o~:r~:,,, .. ~ :-?~"~C;q~. 
it ,would" ,pr,ob'ably ,.nO.t ,be, done.-.. ~."A:s, -I..1lave., ,A _ C., ,..~._~ .. '. 

demotiStrated';, the~ :scopaa:c.d· .. ·d!rect'i"o1l.. '0£ ·~tlUS -:.": '::~.' .. ~ .. 
work' -goes:far~:~yon~~~t: 'no~ly' .£~~ed:·'~y':: :;~:;~~~,: 
manufacturers .... , ~u.'3,. ~Western. 'El:ec.trl.c. couId ._,'\_. __ 7. 

not be" ,expect'ec:f~to- :fun'cf and'::direc::t·.~!t::.: ~';S:tnce~:-::: ,~~~."' 
it i unlik' 1 "that' , . .:t! "Op' 'r ·t·" ,,' -.... - ,,-'.. '.~" s e y., .any s e,e a .l.ng. ...... ' .. ,' __ ,.._. 
l'elephotle-.Com~y.··couId~:ind Yi'duatty :support···,.':" : ... ~,::~:' 
basic,research'~of thenia:gn:ltud'e:,and .. cal~:tDer: o'f ',~<;:'; 
that'which -the "sup ortJointly~ -at:· 'Bel,I::'''' ~ ., '. -" =.' -~~ 
Laborator:tes: .thx:ou~ ·the· .. I.:1~ens¢·,~Corltraet~"::1t~ ... ~. "'w. ~;~ 
is likel:y'-that' the quantity and'''qua:tity'o'f:: 'bas:!c" ,= > 
resea:ch in telecommunications would diminish·· .. ··J

- ,. \-

- . '" .:sigo.i:£ic:antly.::a:nd>.::th~:extraordill8.1:Y :benefi~.::~' :~~.;).:; :'~;':.':-:':':':: .. ,,:,,:: 
~... ,_." .. that ~~e. o~cur.re,d, in .the past/~ould,~no.t,,be,~, "" ._,~ _ .... " .. _ :",.:., ..... , , '.. .. .. '- . .' ·ma.t'ched· '"in ··tlle;·-future-:;".·... . ,..;~ - "..... ..' .. __ ·.,n •• ....... ,......... '~"......... • ••. , .... <:!~J"" - - ' 

.... , 

~.::'3'9-· 
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.. ;:'..: .:':'=;:~:~:::',¥~!J:\P~~~~Cd. :~~F:".~F :~~~:,~c_~~sc~ ~de ~ .~,~~P2;.;c:.~ activities 
in,applied_re~~ch; ,at one .. ,:end:-O:CtJie:. ,sp~c,tx:um. ,~he~ F~je~ts~ lin~ol:~e.. . ... 

""~-"'-""'-. """". ~., ...... " •• I)' .. __ '- "".t •. ' •• ", .. ,J • .1 .... ~_~ ... _ f'''''_\~_ ... ,II\._,.,...,~""J, ....... ~, ... ;..J ... ........... , ... \; .... .., .. ..,r'fl!" .... ~ ..... ) ........ O...t 

basic research, and at the other they are simil~x\,t,!):"~ys.t;:ems..,~inee,x:~ • 
• \.......... . .... ...- • \.. ~ • \ 0,;;,...11., .. .Jv "" ..... 4...., ""'" t 

A list of some of. the activities includes semiconductor resea:z:eh; , 
~~·~':".':"'IC, _ _ ~~--:',J':"" 'y!'': .. ... ,=~:...I~·_.- ... :...,)..JJ . .-i.·~~ .. ~;;:; :: .. ;:w:.):"" .... t~~~c.:;,! .. JI.J ,!o~",~ .:..:.~ iw~" 

tedmical feasibi:lity:.:stud4es:;o%eliabi:li~ of-:~teclmology:.tto, <be used by 
the OTCs; and UUd.Uta~il1ty:'~tu'd1es, {t'eSt1lIS.Twf?, o'f'f_~t'enance' of 

,,;:".:...: .... I· ... ,~~~r .... 'ill .... _ • ..J<.,(.. .... \~~t_;_ ..... ~.~:~ ... .;:...:~:.~"',"'" ,:,. ........ ~ ~"'.:. \:,t~'':.o(';;''J'';';''~i,... . 

teehnologies};Dt.l;Dr.'::·McKay.).gav.e the::,follow:L1lg.,;example:(o£:.:the' d:ast 
category (Exh1b{t~'29S::<:pw p·;:-·$l~-:'Z.'?~;:; ';:x;:.: .<~':;);:::::4~~;.;~ .• ~?:)rr'\~'::s .. 

"~· ... ":'::.j.\~~/(.~"~C_ \;~:,:;;~!.r:~)_,!;; ::·t[.; ~~C~:/.::-"':;;::O:~':. ~}:.:: ::0 ~:,r:::o~ 
"Recent: progress) ,l.n:: .. ,: laser ~,,%'e:l:ia:b.il:i,tY'. i~ 4:>!g.ood;..': !.lOw' 

illustration.:-i;'. The-: laser~:;l:Q) atb~op~ical~.:;..,,;': ;:'~':;:.G, ':,..'~);: 
tr<msmission-:: :systeat~.i~;,a· :so-lld:: :s,tate:: dev.:Lc~· (abo~~,: 
the size :0£., '.grain.- ,of . .I ',salt:: .~:a :size"! .comparablei':tOt:: ::"':: 
the:: :end:\.of 'the optiea1:~ fiber::'int()".:Mhi~d.t'.~l'::=~:SC',)'::c 
couples:..'::. ;Two;years"):ago.:,~uch :deVices:~had!~a: mem ::c;c 
time to £a±lure:<of·.lO'.,oo()-; hours ,; .. :wb1:clt,.:aithough::~~.:;,~,::,: 
suitable forJ ,the.:: ;experime:c.tal·;;triai:s-:: o£:'loptica-l~.(;~;'::. ~ 
communicati"ons:.now;,'.go'illg.:on :tt .Chicago~ .are/:not).'":;.";~·:::, 
nearly~ong. enough:; for: W1despreact;.:Bel1-:;;System,..::::::. ;;'':;'~'~ 
application..::.: .(El-ectl:OniCJ;eomponent :fdluxe-;.ci:s ~.:: ~)::; 
a statistical quantity. The mean time to fa:ll'W:e;~; (~ 
must~.be,mueh .longerthan. the_"Ay:erage :l,if,!!t,ime :of., ,",.""',: 
a system '.to"'p~,oYide .. sati's'faetory'ser::v.:tce,:':~):'~_ The, '~7:"'~, 
p:rocess-~f~:1mpr,oV;:~ '.1::e,li.abil:ity., :s:tarte,d~ :w.tth,J)ui"';-;:':: 
invest igati ou' '0.£ ·fal.'lu~e, 'mecbani"sms.~-' ~_:Our.~,~bas:1c;,.~·':; 
research,~ople'-.de",eloped"::a, 'me,thod: .they. ~ea~l:ed,';"-' ~ :'~ 
~ deep "level~: ,t'ransient~'sP~~os.e~PY.'!:':e:o :measux'e~ ~\.:':,~:: 
the aging- proc:ess'ofsolid" 'state- lasers;,:""'They:'· ,. -.' 
found :that.::,·in. :,operatiotl::,~a:.:point) .defeet· .would ;~~;;:·::;,:-:::.:2 
gr,ow,.into, a.,line that caus.ed C8.tastr,ophic ~-. ",', .' '~'F'" ", _ ", _ •. ',-, .. :, 

failure. ":·Subsequellt~·janalysis' 'showed .. that -the "'_-'- -'" ,., .... --~',.-'-
source of the fracture was migration of elements : ~ :. ::: . 
within .the. cry:stall,1ne"tstx;uc,tur.e ,of .the .. ,d~~ee-:~_ ~. ", 
Knowing ':this· 'sou,x:ee.,",:o.f:· ;failure ·enab:l:ed.'~ "the, :;~. " ~:::; _, 
applied' reseax:Ch.:: people:' :to~ 'de:vis,e~ a' 's,t:t:U~t:ar~':~~ -, ~-:. 
;man.me to this' mecb8nism:"-'~' The ''resul:t·;wa.s;'~a -d'ev!ce'-
with a mem t1nie'1;o:-fa'ilure' of::':one lDtll'ion"hours~';"":' 
Devices :¢.th' -eMs, .. rel1ab.il.ity:may: ~be '"ao.:equate: '.': ~,~,:,:.~: 
for some: ~applic:a.ti:?,ns",. :,but~fUt:th~r~:impx:oy~ment'~~'- ';~~~~~ 
are requ1red ,f.o.%" ~Wl:despr,eact: applJ..cat;[:ons·.::~ ~"We,' ~ . -':":':-
are pressin~~on':with"""rel'iabil~ity :studi"es~:::and::~: ,;,~: _ :;:~ 
hope to .. lmeo,...er.t~e~'-"techno,:togy- ~.that; ".wi:l::r:::"be::~ ~:-;, ':,"-. :, ~ 
the basl.s' for;'de~cesw:tth~' a' ,me'an:.rime::e:o':f.aJ::lur,e'~: 
of at least l:O·uu.l:lion'hours ~-·"the·<leve:t' des'1:red'-:"'-:-
for _wi~espie8.cfeoimne%'e,ial,"::seI:i:Lefjllt~t~e~:Be~J:'~:~~~:~ 
Syst'em~"·"" " .. ·w (" ,,"' - - .... ~ ...... ," _'~"o+ __ ,/< \- - - .. - ..... ~ i:",," "'''''''~ v_ ........ _· \,I~ ~"""".,A .... -

• .. ~ .. !~!..:,':':..:.:::i~.:.) ~~:..:-O .. ~ ~;~·~~::=:::..:,::.t:;.Jrr~w;O~~~~:::-l~ .~l :~~"!f .. ~):::;.~~'"; 
The witness testified :.that ·,the::.:abo'Ve::.:study:.:concertied:rfa'x"~e: ::mechanismS , 
not design and maml.f~ettire~.~=:%veral -:o'ihi~,eX'amp:te~,.w~i:~ .. ~t,~d (pp~ 34-36,) • .... ,_.-1 ........ _ ,.J ....... "" ."'. -.J;).~.." ... ~_ 

. -1.0-
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He stre:s.sed:::.that;;'suc:,hp,research::d1dJ:not lead<"!to prototype~\equ1'Pment and" 

that "s~ific( aevelopment"~wouldlbe3:needed~':'toztranSl:a:te':thes'e~reStl~tsb 
into configurations: Suitable~ for::aetual.:;:Bel,]: System:;::use~,n q<{.(Exhibit . 298, 

~;'A"''''''',,",,''''''' n,.,:",,"' "\~~r'''''''-f''..y. ,:'\...; ..... ~.~~ -'lIft''''''''-O!?lo :....~.T""·.:·..,../.· .. ':.II..,.,..c ... O.... . 
36 ) \,.., .... ..:~...,~ ...... ....J .. ,,~ -~~, ... ~".-.;,.,~.., ~~~ .. ~ -'0 ...... ~-,:....~~. 4.,J ..... ,~"' .. __ .....,."':.w !U, ... 

p.. - ' .. ~-."~r"\".,. __ ...... ,~- "\I ..... -"t.,. .... ,,,,,,,.;. .oloO r:~-O~ ... ·, ... -t:">. .. ;J:'I...,.c'"- ~ ............. .,..O'" 
i ... .,; ~._)~ .. "'C _ ..... v...,.l "",. _..., h ~ .;,.; .. ", _ I.,J......... _ .J....~..., " ... ;;,.}' y • .J .... ~~) _ 4.A_.II~.......... ...,., 

Proceedit1g?t~ systeDlS0 engineering, LDr~r.:~y.r:de~cr±bed·· its· 
• .0::';' .. o'W_ ......... t.::.. ...:..,.... -.1' .. 4.:...:, ,:'j~;.j ... '.: v 2 ~:::.:.r;.!>~ ,;. ... J(! 't C~~~' 

funcel.on as: .:\!"~~.'~ ..... " .-).,l'~ - ,",\,-. "'-:-'._"_ '''\.~t'' _ -"...... ... 'f..'T'~.-: ;~ ..... ,...,. ... \ ~ .... .....,.. .. ~""~"'''''-.'''C''~' 
r ~... .... ..... ""'" ___ ~J.''''' __ '' ... v''*'_~ ..J-4 .... " .• ' .... '''i ........ -,J"J ;y.r ..... ,;.J ',4 ..... >f~.-. ...... '-i_' 

n ••• planI;ing:it1etwork;::eouf1gurat1on~:;.for:!ef'fd.c:ient~~:;;i;,.:: 
traffi~ haiidl1ng;,~pLanrd ng)for:"! continuity: of. ,;"Zo';;:::~r: 
service)uuder:: eo'D.ditiorisc·of~)high load.,.:'·equipmene ~.:~:; 
failure';::and:'di-s.B:ster;~;pl.ann;ngJint:r:odtlction of-) ... ,,::;::::; 
new teebnology.;~:. establj.shing: service') o'i>j,ectives ;.: ,:,~,E.. 
and deve1:opi.llg requirementS'}' for",:~·eompat1bi1a.t~ =-;::).::~)-; 
am~ all of:rthe appa:ratus~-and"':,equipment::.that:~:);:~..,L": it, 
make up ,the"'Phys:rc:al~ne~or~~,: :(.Exb.ibit:· 29a.,.;:-;~,icC"....:r:: 
P 7) ..... ~-~.",...-'(""-;~ ... - .... \,- '''l.-''' .... c...,.---~-· -- ~ ..... -..".", , .. ,J.-~..,., ..... 

• • ._ • ..,." ....... , ... to .... '~¥.,..,_-'''"::. ....... "' . ..1 ...; -.I .......... J' A ... V .... V-"'_ ......... ..;k;W(:. 

Dr MeKa~:~·!t-~<i;·~ev~i-~l?~~l;e~ o~ ;tork·1.n°t'hiij'i'rea. He • ._>'J::.~" .... ~~,,_ ~;,_", ....... ~'\.",-",,,",, .... , _ .... , ""~:""':' ........ ::~ !)~._ > ... tI-:_ .... t::..;..,_ ..... /v~ ........... • 

first Sllmmarized.'::t>roject$. Ut1der:tb:e:-c~;continu!ty o£o:se%'Yiee!' .eategory 
(Exhibit 298-, p. 8): .:ro1:~z·:::J3':.~no=> 

"Continuity:~ df:;s;i:;d~:~s~a:,~equ~x:~~nt?~C;~em~st~S~,?;~ 
in the, .m1n<is: :o'£'-syst'em:s,. :en'Six!'e:e::ins:.:pl-aD.~!ns::;::~::: :;:~ 
aetivi:t:teS·.~~ ::n{e:r.e~·ar~e_.ma.ny':".f"a:cet·s·~ :of~ 'engine'e~T'!'~ ~.::: 
to mee't"'thi ~.- .f·· .. ·..,.'·e:.·rM···,:·rem'en .... '''.A,ut·O-Dt'.:·C ... ··-'~c;:,: \'" . . . s. s~ ._""v...!.. . \00,_", ft ............. _"" _.~ •. ' .... ..., 

alte.:nate. 'routi~~ 'al:gortthms-:~or.:,~'proc"edur'e(s~. :ai:e;-:: ,.,; ':: 
employed" 'to' utU·J.ze-,.tne: ,tietwc>x:~·ef,fic::tent"ly:'··: " :,~::~~ 
under 'vary1ng:!oad,:c'ondtt"1ons~': ,~'atidby: 'p.ower:·::~::'~~'
is p;mme<F.,~o" '.t?at: :t'e'l~e:pl,l~tie~ .... s'e~c~~:~l;l~ ~; ._;: !;;~~ 
con.tl.m1~:2-n. ~e._ev,ent pf.:~o~~reia1~.~o~~r:-:_ ,-(, b:::.;.c.C: 
fa.ilure •. , , .. ..Ille.., combination·. :of~ .standby .. power: and (. ~_~ ... _ 
network' 'inaDa,-gement;,pro'cedUre's- :S:s:: ~ ef.fec~i.ve:.ir( ,~:';~;"':: 
c:ontinui n&: : eo: .provide . ~terephone.~ :Service: "m'_ :the: '.:"~, .... ::: 
event :of .dl:sast.'ers-:·~. :me, 'tietwor~ .mus.t::be~· capabXe~:::~.~ 
of acd~pt:tng::~ew~1d.ndS· ~o£~,:eqW:pme1:l~(w;lthout: :,;~ ;~,;;~~ 
conflicting. w:Lth ex:tst~:equ!pment~.anct:.wh"1le.:_,,, : . .,."_ 
eontinu:i:ng. _t'o,: ,pro~£de~)minte:rrupt'ed :s'e:r:vic:e:~ ::-:,:::' ~ ~ ~::: 
This single :req,uirement::· of.:, c::ontinu:ity, of~ .~' .~.:., ~ . --' ~ -:,' ':::' 
servi'ee -whne ~introduc:::tng' -novel" ·tec:briol:o'gy' :i:s - ';' -"' "'''' 
the reason;..:t.hat; systems:~ engineeti:ng;~organfzations~ :;~:
must be~respons±ble·.;:£or~establ:±:sh±o.~¢.l::;_::cc· 7.:-":';-;;'C:~2.~"''::' 
c:Ompatibi~1.t.y:,~~tl:r;ormance\\requ"±rem.en.~~fot, .::~~~ 
all the elements., :t::: entel:>.'the);uetworL. ::Tb.es~_o .. ,:. 
requi1:emenes: ;1:eflect::the:':siervl.:ce. ~eedS': (o.r:.the: ~:.~ '::'..', ..... :0 
Operating: Companies:,::rather;,'tbari.: :the~ ::int:er,ests)b":: :'!:':O ~ 
of manufa.cturer~of:;·.~elec~eat:±ons).~roduc:ts;~ .. ,j=~ 

Dr. McKay outliue1f:the.'~etho~~ ,:or::-d:t~elni~#1ig; ;.tb:e-: j:e,~~-tji:o~f such 
,.!~ ... - ..,' _ ............. ...:.t ~ ~ ... .,11-\".;. ........... _._"",""" ..:.,.::,) ..... _ ...... _.. t.. ...... ' J • .. v"...., :)40*' .. ......,. 

research to the OTCs:.-::(Exb.±bit:.a9~..;~pp~, .. i.:l:O:-Lb) .. :::~ r;:ol:o;,;'z.o-:;!:.!: 

-41':':' 
-~~-
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~ '" c' '::-:7.,:c':.Another.-::area"of systems engineering::::.,is0ne,twork.::,plannlng:p':'::.'! .:)~~: 

described~/by::Dr. =McKay;:ascfollows':.fExb.ib1to29e::.::pp~oll":":12)~l::':~.:.V)C:~" :i:.:::; 
._',:.:,'!A2typieal.:,:uetwork 'Plann1ng:rstudy:::starts.:.~th."';o"::;/~-=:":·;~,:::::;'o:;. (..:;~;: 

computerized models of the network. The models ' " " 
contain represex;tations of network components _' .. c,;,~ . • C{ 

, ',~, includiIlg::X-'t"m;:o.al ~ ~; :-:: loops;. '; ,short~,. atld21on~~hau'1~ ~o-:-c: 
tl:tlXlks. swi~ng' 'systemsanaass·oe:t"ated ,J " .," 

apparatus and equipment - and reflect the' ways .::,.' .:-o.l::::O.r:,;:;:: 
thes e--:: components :: are') inter,coxmect.ed.-:: iD[:.;th~,,:,:,": :::r.'!,~.; c: •• " I' 

network. '::. c "Ihese:-:modelS"',i are;! based,;' on~ :studies:-: O'f.: ':~ ~. c~:'::. 
the characteristics of.~network:. components~,and~,.:.,:.'.·'::>" ,: 
survey.! of.: network: cOImections : 'ea.rr.iedJ out:;:, by:> -:::.:::,~ ;: :~::', 
Bell: Labs::;::, and:- on:;,various:-:rout1.ne:: measurements,~,:, ..... '~':: 
reported: by., the-~:Operating,:; Companies'.".: ;In;:,the:)'.l::~; :'::D 
studies.; ",systems::: eng:ineers:.:,si~te' large::; ::.: .~, :::"~'J~~'~ 
numbers, of.~ telephone connections':'.and,,,'deve-lop (,:': :.;,}:,:~:7'; 
statistics on end-to-end performance.. ( • ': "':; 
F.urthemore p.: .these, m~e,l.s, .. p.rov:i<ie ,f.l~ibi,l ity;..; ~. '.' ,., 
in'" evaluat1:ng" the" effeets~"of p'oss1ble~ ·changes·-'·· 

, ,.:',.:; in one:'or}more 'of~.the::,eomponents'):and ixb1l~l:k1~'::-:,i'c.:;=.::? :~~::':::' 

configuration. : (~ . . C ~ S'?$: ;;c'l::,~x:::) 
"To predi.ct....(the... effect,.of... net:wo:r::K changes,.. ~n. \' .. ~, :: .,,.. .., H 

<:UStomer;'opinio,n;:'''add1:tional'' :1nf:o:rmat:i,on~ \1'5':::- ':::r ::-.. ~~ 
requir.ed:;':', F:o,r" .vo1:c'e~ :serv:iees'·',th'i's:<is: .. 'Pro~ded~:::' M -::: 

by 'sub j eeti'Y~~ .tests~ 'in:: ,which" partic1p~ts:. :~a:tk'" ~: ... ,.I,~. 
or lis,t,en' 'ov:er,::: ~'el,ephone','connec,tions,~~ ~ ,~o.r ·;eac;b.:~: _ 0.: 
test condition:~ 'the- transm1:5s'ion 'characteristicS"': ," ..... 
such as loss" : .. ' Iio'ise-' 'arid" "ecbo' :are 'determ:i:D;ed~"1n') .:, '~:,:7~' 

~ . ,.... ,:"" .': ",.. ... ,.' If',' '~ ...... " 

carefully' controlled, human~ :.t:acto,rs;:'· s.~dles:,~::,:, ,,:: :'. ~:'~ 
Models of customer: op,1,n1~n:'ar.e·.es~8:b~"ishe¢:"':·'~:~-:':_"~' 
based on. the, ':r::atiugs~of' '~many:' 'par,ti'c;,ipant,s,:'on':a'~" -::': ~~ 
range 'of·' t~ansmi'ssiou' ·c~n~itt,~n,S~"ancl.,;1~corp_or:a:t:e~;,l::. 
ill theuetwork" model:S'~ .~ Data" 'serv'ieenstudfes ,I,., '?"". :, ... 
require' 'similar' 'iIiformat:ton" on 'the" ':sourceS:' ~an(f"::; :::c<~ 
effects" ;0£" ,en'o?::'~ch4t:act:E!riS~t1cs.p: :~ncl:cidiu& :~~~tf:~)~:: 
short term:, (secondsJ:'"a.nd::long. ~term' ~day:st:-::'::·:,;,,::~,~.~~, 
periods' of~' eu:or-:fr.ee" :transm1:ss:ion~. :' :-rni.s~;,·:too;, ~ ::.:;: 
is. provided- ~by" :car.eful:ly..: 'contl',o,l::l;e:d: :lab_o~at~ry;~':;':"; 
tests as. wett. as"'1:hrough: customerl 'l1eed' ·s.tudies~, ,~ .. ,~ .... 

'''''.: .," ... ,":' :"r~,",.:':, .,..,'.... ":'.:, i' 0:", _.'~" "', .:..;~~v:..-wI.:........ ".1~. _,,4,',,'1\' ' .. ' :,'.:"~~~.~; 

"the ~"use.·'of: ,the:~ \computeriZ,ed i network: tnode:ls:,.,;~ "?~.' -::: 0 ."L:~' 
customer opinion :model.S.~:,;.and' -:ciata) .~o1:l\1!lodel.s: :::~;.;;:: 
permit:' ,many:: ~altel:Da:tives:-,;in,-:networlorcomponent::: :~.c:~o::., 
ehoice~:.::ana. interconnection. .:to" be-.:e.val1Iated'..:Cl ~:;,~:':; .:: ..: :', 
Overall,:networlo~opti;mfzatiom:carr.:be":ach±e.ved;,::b~;;r):~-: 
considering:~tra:de-offs.:among',~components;.::: CoSt:I~,:::.~·~,-::~' 
studies;< ~of;:; :the ... 1D.ore. . .:prom±s±ng. ::a:l tex-native: .:al:e;;"~s:;; ::.:;, 
carried,out_., Recommendations., ~for ,impx:ovements." '.' .. ~ ".,"'. _'.' ~, 
in network ob'ject:£ves'"'wh!ch' may "re'suIt' from '.l;;) •• .:.~_":'.) ','''''.''' • -'-

introduetion of .neW.-teChnology~e:anade)and";C ~r:=o: ,:::~-:;:'.')(:S'':' 



A.55492, eel. lan/ks/dz 



A.55492, C.l& km./ks 



A.55492, C.IO. km/ks 

-<;"'45-·· 



, A. 5549,2 , C.l& km/ks/dz* 

applied,1 %ese.uehtt conti'm1es.i:as-::d.Ong: :as;.;:thatr c. 
f:Le-l~d..s..rof ~ent :OJ:l:,;potent1al :S±guifi~ce 
to-;~ecOii'i!illi1 c.a.tio~~ ~~-')\:"'''::O~O~C: .~~:::';: .. '.~:;~.~:.~ 

". 'H ~ ...... ,,:- ", ~ _ ..... ,... ~ .... J"." '", r' ..,.:. ~ ,'" -.' ~ _ \-. "J ~ '-J J"!-" (,. ':.t ~~. """'~ _ 

"Q. .If_yo:a~:z:e:View·':tbe~ l?t:~gr,e's's,~:1n' .an·.~ap~l:ied_ -.::~ 
, r.eseareh':ar,ea:;':and~;fi'nd"· :t?a:t~~echno:l:ogy::~and~ ~ 
~-::artng.~.Company;: need.'J~--~e~ 'not'"' j:~ille<l~~e:toS'ely 
enough~ 'to: ':W'anant~ ,speci'ii'c" pz:oduct::dev:e:l:9pment,,., 
what 'do""V'ou:"do'Z ..J._ .... , ~--:-- _ ....... "- -!'"._'..,-:'-'--;- ..... 

, ... r:..,·:.~:.:.,.) .. ~ _~:~:.~ :::C'~:.~...::;:~:)': :20:' ~O;. ~~~~~):.::~-::: 
"A. If, in our judgment, the poteutia;l":'~o6\the::.J.l 

~eclm~lC)gy~ .remains. gr,~Elt,,_ ,we." .w:ill" (c,o~nue..,,..' :~ 11 

ap'pl-:ted~ :r:~~.earch:,,';',OU'X:,~rk,·in:)nagne~ic "':'~';: .,.' 
gart1et$~t'o' 'advance "the" 'technotogy;:: :o,f .. :~tlb~~,e: 
memories~ is an exampl(~. It was 'only 'after' 
years :o£:' '~earc:hing: that:, we:'l.found~ materials> 'I; • i~, " 

with requi~te::~p~ies :and:.-re:l1.abi-lity::':-£ 
We star.te<i::,:specit'.1c ~deve-lopment.'·,ot A:I.recor~ed 
aImouncement device.::using .:bubb-le" memor,ies>,.~.:; 
while:,:coutinuixl.gJ'applie'd~ .:res·earch,ra.n:(fQ4gnet1c 
garnets' .:~ :'. ;J:us.t):Wbat~ :.t.echno:logyy,to:. emphas:i"Ze> 
,in applied' research; .and IN'hat:::techno.J~ogy· \t(».:~ 
pursue in specific development 8.l:e:;:~arat~ 
dee,is1ons~ that~.in-v:ol~e ,A"gx:eat_ d~al ~f: ' "."...... 1"'" 

analYSis~ '-.and ·~gement·judS1llent.-;:'?: ~ ;:~ " :.J-:~ -; .. 
.." ,;.., .... __ ..... '.,.' ,J ... J ~~;.: •. ~.I_ _ .. ,I ;'.)'" t·:::· ..... ... ;; '" , ..... _1 ....;"':;' ___ 't~,,~\:.::. :: .. .:1 ..... ". ... 

Dr. McKay contradicted Mr. BUDlJ?hl:~y:,'~ ..,~piXt±Otl)1:hat Bell Labs 
is a "service department::of:;<.Westel:ll::El:eetri:C::!':'::'1>0in,ting..(out .that R&FD work 
(as distinguished ,f,~on\~:#&n)~£s5.mde;:t~~n: Whe-ther)~O:-~~;n~2 it is in the 

."._ ..)_'.". . ....,,.;.ytl.,,...iJ ....... _ _ ":"".J tf.,. ... ~~~_:j_'J........, ~,, __ .i ... -' .. 'C'v.~ .. ,\11.*~ 

best interest;,'.o£.,'"Westenx: Electric:: as,:aanauu£aetUJ:~:Eei.t±ng' examples of 
, '~"-¥o.'" ..,.. .. ,~~TP.:.. t""\:;' ~,!,,"~ 

research mentioned earlier in this opinion).··:,.-· ...... ·~·'" .... - ......... ~ 
. ,~ .... : •. '. ~ ... ,; ...... ., "- , ... ,'.... .: ""'_ .co. 0<'" ""II ,.... _ :_ .... ~."': ".., _,. ,..:., """ .. ~ _I":. ... ~1T ,,,," "'" ¥Of 

Paeific~.s::·~~int:::oXl:)?atent adm:tnistrarton·:~aso·ffereci by 
" .' ',' ~"'- _ ........... __ I _ .,,) ... _ ... .,. .... ,. • " _ttwio 

AT&T witness. Johu·',.E:.:-: Dennis;"~Mariag~r:.' ob :tieense> , Coutrac.t~:and: Regulatory '~" 
,." ". ,. . ,.. . ~ 

Matters. Mr. Dennis stated that"~i.;;ti'fi~s~~eeo~e,;d4Bon that all 
patent expenses :be: ;pd'd-: ::£0';: :b~ ~Ye'iiem~ :n.e~t~i~ ~in~':c~e(r -.igdnst 

_.'...1 '1 •• .iI'·,.;_'lY' .... " .. __ ·..; J,\.~ .. _~ ___ .• ,~4.L..o ..... j v_ "'_...t_~_ ..... 

royalty income would .. actualtl~ccauSe .;.th,e ~O'Ies:;,to .-payranore,:than at present • 
..... ~-I'"" .-.. , •. : .... -'"', ~"""'~ .......... ) .... r ...... ~ ....... ~,'.".,... ..... ,.~_"'f- ~.w.~ .... i" 

"Each company .:1s:'bllr'ed ;fo,r:~assoc::Late(:fcromesttc·:. 
patent work ... 'based:~ou: ~th~~'·per.e:entage.. ;()f~ :t:~,sea.r.eh',. 
d.evelopment _and~' re,taeed "Be.!! :Sys~em.: ~:worl<. ·;pe:J::fo.:rmed. 
by Bn. :c1uring :8.' :g:i:~eIl _ .perlO<i: ,o£::t:£:meJ ... :~,~~; 7~:~::'~:-' 
Accordi'ngly;" 'becaus'e:,:Westem~funds: -.a, ~high'e~-::' ~ - :: 
perce~ta:ge:'~of,'~ "Wox:k ·than' ~AT&T.", ":Wester,n ;has' ,been 
billed'.shigher' 'perc'entage; _of~,the: =expens:es~,-o'(:the 
laboratories:t-· :patent::'actty1t1e's~ :reJ:at~:tli~ :,tc>, . irs: 
.research, :deyelopment' .• 4J1d: .':otber:.:re!ate~ .ac~:t~ties 
conducted: ou··.beb.aJ;f: .of: "the~ :~:tl~ ':Sy'stem:. - :~:,:th'ejse 
expenses: ~wex:e~ ~o~ ~be: ~deduc.t'ed· fl::om::royalJ:,:te:s~~ "'~;: 
Weste:r:c: 'would', "1.12.' .eff:ee~~·:o:nli:be.~payi~,":SO~ )::a:ther 

__ ,.... •· .. 'J_ .... .J.A"-:,·J/'...,; .... ...:.. ...... _ .. ~.:~_~} .... : .. ' •• ~.,; ..... <,,' ...... ~;J~.~. 



;'. " ::.:' ~.than paying:; a. higller -perc.entage.:d)a.sed::on::~e ::>J: :':'~.I;'.C: 
,,~' .. ",p~o~,rtion :~f. the ,f:und~,()f..BTL~,s .... resear,c.h,:, t' :.~'.':: ';:~. ::o,:.'~,;,'::,c 
" ." -'" ·'·"'development"'-.md· 'other inventive- act:L~t:res" 'on'-" _.', ~~ . 

. ', ., bebA1:f"()£' the" 'D'_""'.' Sy.·~ .. -·' ... ..,''''''--·-et ·effe ... ·~wo·'Y'l'..:I.., ... ,..,. ... ,. ,'" " "",.' .. ..:. *.'. I I" ~'" ~~,t.. ... :..L"c::J....... ~ ~ .. ¥ ~ ~,1. ... _""".:",._.,: .. 4 ... , 1, .... ",1 

be ,that .the .opera:ting.. companie.s,.·:wo~.d ,be ,paying.,)' .. ~...: .. ' .. ~ r,;;~,~:,v 
"'a:'b£gher'l>er¢ent:age 'o'f 'the'"' regul:ar"'BTL""'pat'ent" ,. ... w ..... ~ .... 

expenses than they are: nov.payixig::!' '::;{<Exbfblt"304:,c-.h;~~O~ ':'~:S':-::' 
... pp .... 17.-18. •. .) .. ,. _" c _' ~ '~ .. , ,,' '.,.~.... " -,. ~"r-!' J :.."" .... " ..... " ":.,,"~,,; ~'M 

... , .... ... __ ,. \0 ...... _.,~. ' • .1 .... '-.,;. <.lr ... .-01.~_ :;J",,,_ ...I,,,' """, J..,I,o • :.,/.... ~J..;. _,....;.,.:. .• _ -,~ ............ C .J ....... ~", • -..,II, 

.,_, _'Ihe •• witness, ;poiuted~ out, tha~."pat,eut.:.:.expens.es,.=a~,Ilot;. deduc.te<L 
'''''' _,"' __ .......... , .•• ,~., .... '_ ... Ji>J ....... , ........ ~ _' ........... ' ...... __ ", ... ;".} \ .. -J.A. ... "'t..: ....... """""''''''''' ._ .... ',,'\0IIII ..... .,.;.'~ .... ~~_ ............. _'vOO\ .... _ ..,;......,. ___ .... ...-... 

from. royal~ iD.come~.by :w'es,te~.~lectr.1c .but" are ,Char.ged:.,against..-..;1es:te%ll. . 
.... .... r,.,;.,_.: "--" ... " ' .• ~ ....... ~ __ ',.,_' ..... ti#>..... I:.., ........ \,.,. ',- ........ ./ .. ,:'1'-,./ ... 1,..-., ....... ' __ ::> ....... , ~ _ ............ t.,.~ ~oi' .... _ _1..1' .,., .. _-- ........... 

Electric.! s _ p.ro~cts.,. ex~~p~ ','f~:r ~~t~gat,i.0~" ~~~ns~~L:' cl?':~tfy \c.??~~~~i~ 
,'_.' ........ " ............ .1 .... ,... ._ .... ~ .... _."'::.-.._: ..... ' ~~-" ••. "" ............. _"' ••• " ~';"""_""'''' .. ''''''''''' _ _ ... 010' ,," 

w1th .. euf,orc.ing.,,:sel.l.Sys.t~ patents., .. ,,~~ ,e~es:, c..o:nce~ng .patent~ .lic.ense .. ,,' ............ ..... _.r ... _.. ..",_~, .... 1iI ...... ",., .... _.~ 'I '.o#~_\o.. .... ~."._ "'~.Ol_';'V __ ~~. ~l_~ --' ____ ... "'J-, \. .. ~ ~~ ..... 

. agreements. : ~~~~:? ... ~~~c.~~ie.r,~~~~!.~ fur ~~~~~f.:'?:.~E~e1.::'~~~:J!~C3~); 
in makix1g llovelty.~ .and, r.1ght~.t~::.us.e studies ,-,and. ~~ther..,~domestie.fpatent· 

... ,,"-,,:._ ... ,\..,1 _ _ .... .... ,..,-.l-.J ... , .. ~~"'_ .t ... r,"'~"'l .. '-' _I~"" ...:l_...,.J""*· ..... v·-.f .... ~ liil ~_I 

activities are c".charged>:by.- Western::El:ec::trlc :as ;~ensesi:.a:gainst, its 
, ,,, .... ., '" , . 

products and are:'not"~edUeted.:~~:.~~~t~1~!z~~5~~~~~~~~e royalty. 
income is shared.w:ith, AT.&T,,,,_";, _~(Dennis", .Exhip~t .3,O,4"."pP-, •. -.AS-19:-.r) , 

,'." _"'1,,,,._" .. _ ,.{I.~'" _.-"",.",_--. . ...J,.. ... ~ _' ..... ,...;,. ~ .... _w .. ' ... .,.~,.,;.' .. ..-."' ..... <,.;. ..... "' ..... ,...,J.'" .~ 

According to Mr.' Dexmi'"S:'~.work: d.1l; .the: area::r!of .. :patent proeurement 

and "general pAtent::s.t:uditt!' <i.s;:llO~~ol:Dled' .. i~,cthe:-.samEf! area" as 
-JA._ '1, ...... ; ... , ...... ·.·'.r.1, ', .... / ..... ",,'" .... ,.. ..... ,~.¥'t '-.,....., ..... , ...... ' ...... ,,..... .• ,.~,,\ _.r- ...... "... 

iuvention-related "i>Atent'.:work. ~'=He;:s't;ated~' .tbat·'J:he":sta:f'f:".s . understanding 
...... ''"'''' ' .... " 'i '"' _l, ... _""'*' _:..J- .. _',,"" ..,;L~.,t,., Jr..... 1 ____ ~ .... ." ...... ~ ... WI 

of Bell System cross-11c.ens.:LUg agreements is enoneoaS;.::.;i)'Most" such 
agreements are ~bilAteral,,:_.and .. when ;necessary;:':'~ .::order: ... tQ:.(balanc.e the 

~ .. I • '" r-" ".. ... "011 

exchange values ~~ ;the:·:c€t¥'~_~'~§)~~~~~i;.,~f~m~1:~"'~~~i::e1C royalty 

obligations to ::~~;:.Be:-} :~!:f~~.~ ~:~~~?':"~~~p;"~.:.'~:j~.:;c,2P ).:~~~ De~s 
concluded (Exhibit:7304:~.::p~~,~2l;),:,: -?-:.": . .c~"::.2. .:;~.?j,:~C7::-' ~~:o:J;' ~::;:,; 

... , ....... ,J',oM·,. .... fP' •• "l,f" ,11'0\- ,+j .... ",.. '''''','''''l' ........ ·.··""...,'ttIv"""-t")-

"Most patent license' '°ag,:eements: 'entered: ~'£nto:~~_by::: 
Weste:u do not include- 'an' ·obligation ~for' "'the-4Bell 
System- ~to--JDBke .royalty: ·:payments-, (as.:su~ '~but:: <do • C- l' 

requi~e the- -l-icensee;,.:to.,·.make;.~eash: ::roya:t~.:payments 
to Western- if the:' .d.:1censee.::.u:ses:: J:icens-ed :'Bel-l=::);::: 
SysteDt-:patented>·:il:lyentions:.;":. :;,.: ~~ ~ '~.;) ::'.?'~~'?::c':)? 

"-'-"('r""\~'- ., ..... ,...",..., .... ~l'I"l· 

Pacific's final criticism of the'''staff''""s. '7approacl1 to 
investigating Bifl? :x.abs:;;'us:e:-:df~-:l:feens-e)·"co~traet'I !f~d's)\11 thlt', the s·taff .. ..: .. .:." ..... ~::..:, ......... s ~.)r ... ,:,:, ..).,~.l..'v::.~,.:..J •. h;. .... , ~..::~: .. _"" ...... : . .!,~ ..... ;. 

failed to inve~t"ig~t~,,...1;,1?-e~,:~alu.e ?~, ,~e' ,,~.en~it:ut;",e.s #~~1:!aeif~, by 
..:.~ ..... _ ";.) ..... _~, • .,jy .. :1_.:.;,;_ Q..., \ ~.u_'''-;,..JQ ... #'-'4·,.;.17~/J ..., .. ~~.L .. C""'~.:.?'\I;.:)... .v 

contacting Pac:1f1crcor-.::?ae££:i:e!-s:-~Om:iei.,:.:.:.I' .:::,; I), r;:.:;~': ~C;o· 
.• !-,S c.c:J ' 

~=l~~~l':c.:~=·~~ ;';1~1:~'~~~::f\:-r :-!.. ~o ~~o·~::.:.:~.c·~!.J'~S: 
.,..... .-', r"!:""'-' ''''1':'\ -.,.., ~ .... ~ .... ,..,:... p.; ~,j'-' ',;" ,. rli.~ ~ ""-., 'h.--: #') ~~"'r ~""'.~~r:" . . ~'~ 

'this argument also applies t~' staff witneS's":tC)'''Rourke,'s . 
investigation of the various At&T departments, discussed elsewhere. 
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Pacific. :p:z:esentedG.:the:;;te:stimony ~o£::.C;.:-: Le~ . .:'W'ade; !PaC:1fic.." s 
" ":-"_""."lItr'_ .,.If""""'~": -aftr-- ..,..."....~ .. '''"'',-.-~~ r. .. ,.:.. ..... -:..~ ,-".;~ .......... t"\,.,.r-"\Mf'-/"'I 

Director of Affi~:~t~~!:i~::!:~~!-~?--*~~.: .. -~~~~=~:~~=~~~~;~~~:~o-"nsibility 
was reviewing cont.x:ac,ts~. :-:md ;agreem~tS'i:~wi,thl ~&r. ".:to:: ~Ur~.~t the 

.,r. - ."~' .,.,... ~'..... " ""',,.. I '~." ") ,0 ,....,.. ...... ~ "....:> ~ .... j'W .... 1, ... :' ... ~ ..:~,.-- "'\ ~", ... 'f- ... ~ ""'.... .t.'tt'" 

value of the serv:l-C'es~ 'toY:P:.ac~f:i:~,:eq~ls ~,r·:exc:;~ed's.:<?ut:.:paym.e1its under 
¥'" •• 1.."",(, ~""\,,., _f .. __ .~\ ... J .......... _...;. _'-' _r~""~""'",#o,~""_J_'I""'~ •• i.:.~-I< .... .It..> 

these contrac:.t:s:": .(-.Exhi:"b,it '305-;'::1>'<: A-J:';)3':!:. "v~:)~::; :::;;.:.;:, ~:):;::!JC;:X~ 
/ ,I.," r f.''' 

Mr. Wade stated that he reviewed the "tan~ble\ 'outPut" of the 
'4 ,. .. ..... 

materl:a.l;) ii1veSt-tgaie(fbY(:Mi~=~BimiPbiei cd-:J foimd':~t~~:S?¢fiCant 
~ , ~, '"....~ "., r ~ ... ". ""I 

ainouUt;'of~ ~t:;as:sfsted:~:paC::1.~ii' =:tn :"':deve1:(1)lni):proc~d\tte':"s?~o~ ~o';t ,\0': :::0-:::': 

~ff~;ivety·Uti~li.~~:· and;¢~;;it;~~~1s_tirig eq~i~~t~~' ~~{~~t~ 39S.:::;:::'~2: 
:p;.:'B-4:'.:f:::He ;~i'ied~;£'e:' fofto~g :examp.tes·~:·'il.f:c':-f!~which·'Mrf·li~phrei':;;·": 

, .-' -. "':"".' ":,. ~. ," .... ,;~ ,- -, ,... .... ~.\-. - .. :. '" ," ~ ~-~ -"\",",:,, 'O.,.,... ~, ..... - _ .. -"r;r ~iI ......... ~'", .,. 'f" .......... -~1,...,. ;.",_" .... .-", 
regarded·as:-·"'product~·re!a'ted"~·(Exh:ib:Ct··30S,-:-'·pp".'" B"~4 ·to'''B~'t): : ...... ,' __ ".:J .. _,.~J.", 

'; "~ ;, : .. ,: w:~:: S(;proeedUr~;'~for :u:s:'itig:::a ~oaipui:e:r-~;;,~o: dontr'O-r:)v 0::: :; ::.b;::.;;~ :-:.': 
.~::'.. ::. .';·:._ .. ·~.the::test::ing :0£ ~C:o·in::.:.s:etS':'U1lder: va:rfou;s:.::J:oop !.."'":.c :':'0':':.: '::V.~':;~.i~. 

.. .. " _ _. arx:.angement.s.,~ centz:al...offic.e ;.configurations, ~ ..... (.. ~ ~ . .' ....... \~t" 
" .. ' .. " ~'-aIld' 'enviro:cmental- ·cond"it:tonS·.- .'--, .. - -'- _v •• ~ ~I •• ' • ..1. .• '.' ,-,,,", ....... oJ.'." 

'~ T_,_. _"..-, ,' ..... ': ..... '._-'.#"1' .... ".1,; "~':,.'_"""""'~'\ ~ """'"~J,~~. ,.~ ....... ~. ~,..._,-'\o,~;"" ~"~ •. ,......; .. , ..... _::.. 

"2'.- Methods'~for 'ma.rld'ng. axid"identify'i:ng' cowge"--'-'''' ... - ..... ,.~ .. ~ .. 
______ ~.;._::"~_:~ :: :".'.~ ;for :SeC1ll':.ity-d.nvesttgationS:'::~·,c: • :.:~-: 0:' ;y:': .),:c~~A. . 

.. "3.:.' Studies-.;of-:-.v8riouS:':tecbn:i:queS \fo~:mount::ing;.c',c ':::;:::~:':':~'.;;;'," ':;,,:,:!::, 

... .." ... ,. '._ _.. power~ equipment. and, ,metho.ds t~ .. (dis.s.:r.pate .. or.,: c ,\ __ ~ ~ " = _'" .. _~ . 
. " .'- ..... ' '- ·transfer'·the"'he~e-' "generated bY"power .'_',.) .... -......... _ .. - .. \, ... ~A._.·' •• -

.......... "~I .. ·r ..... \e,.,,',;nmA..--...... - ... ~.', ..... :0 '~, .... ·-... ·'\ ........ a'.('~ .... · .... ....... _;·,..,. .. (lr.""'~ .. ;_ ... I1'-,,~_~. ~ ..... .oo/;·.,.,.Ift.,,"'.J- ' .. ;' ••.• ~.;:: ~Ir" 
c·._""\.' •. , ........ ", ....... r-~- .... -. - .. - ~,~....- .. ..,.;~.I ___ ... ,,,".<.oIi •. ~ r;.'<+ .......... ~.-- ... "'" .. ~.~:,..)_~ ..... ...,,1_(.., .... (;., .... ".., ........... - .. 

: ." _"4,-~ .,:De,veJ:opment:.o£ 'standal:ds .~or,' ~tig::£or .. u.se !J':L :':~.":~";;'_\~)-:""'>::' 
. .. _. _ -in., }?rewiring" ,of. ,buildings .and,,in. ,.proyiding. ., .. _ r ".. ~\ •. _ ~..: ..,~, I 

., -". v.trmg '"ar.rangement's··for· mob'i"Ie~ homes:". -'-- ~~J"'~O. -,,; . .,.~ • ..".,,, 

.. , ' .~ ,.. , ,. 1"" .,... _ \ - ~....- " . ~ ., ,.. .. 

.. ·"5·~:·· stUdies'for' :'dete:rminini:)tb:e ::ext'erit "of':;frati"d c': :::~~:c'..:~.::;<~..:: ;,.:;;,~ 
in a geographical area includfng,aneasUrilig~':;!':"'.z) ::,c):::,_::~~-~;, 
teclmiques.and . .how, .to.~evaluate ... the. ~ .. "'(''''''- ~-,/"'Vl? 

, stat" ttcal:· 'data:' O'ener t .d:. ,c, -;:'''',,:, .'-- ~·'·~7··'~··~· .' ~.,.I. ;~ .1.S " .• .Q a e ........ , -.,..... -1'.-. 0"\ '-"'.'''''q ~ _ .' _ '.... .~c...... .... .... '.... .oJ ... _ ....... ' .. ~ .. , _ ... '-'..... ,,,,,..:.. , .... ,,'.v .... ..; ...... _ _, ,J ... " '.... .. ... _ -,. -.1 '..0 .... a 

"6. ~W'o:z:k'c::'el:a:ted ;to .the:~establ=,:tshment :.:of~.::opt:iJm.ml;·~'{2 
~:. .'inventory .. ~.1;;evel:s~~J:equirecb :t~~ain.·l":;:; ') '::: '::'::::;:>:'::1':: 

serv±c:e ..:and: '.otlier: ::s.tud±esr~eJ.:atect to: the"::~ -:;:...: 0 ~ 
~onom.1cs of field repa:b::.:o£~,produets>;:versus=:~'\Z 

,... ~ J,'UIlking ... 02:. ·:re.~.~ ~.~. _';. '. "" ~,~, r._.... -'" _;. ~ .., y " ;.:) :. ",..c ......... "~_.n.c·,.J_t..,'l, ... " "',.. __ ,..,,'"""" ........ ,., .. '1"' .... -..1_ l<_.ft~_ ... ___ ........ .... .J...,J> .... __ .... w_ ......... ..."i .... ..... 

. ,' . ",7 •. ,.· Investigation .. o~_ways. t.o., rremov..e,.water. :£x:om..,;. ..... ,...; ....... ~ .. ..,.., .. ,~., .... :. 
, ..... ~ ........ ' ,- pressUrized" uridergrouncr~a%lcr"PIC' ... Cabres .. .... _J,_ ,.~ .• - .. ,.,.: ... .., .... "'~~ 

.".. ,;g-~:: .. : 15~veIopn;;tit: 2~¥~r;;thcid~i. J£, ~t'o~ '~d~~~ri~~t1i~: ~:\".;:.: v:; :'::~ .: '::.s ~ 
optimum point \~n. J:ime:';.to:creh'a.bfJ:tt:ate:cburted>!'.S" ~~:";'.:: :;~,;:'=;:.'):;' 
cable. 

"9. Preparation of a handbook establishing 
______ ....:s~~~s_an4-K'l~~e;1.iue.s_f~.r_ma.int.e:nan~.e_o~ _____ _ 

'., 'i loop .plant_ .~.~ ~'l :'-:. ... j~ 0" ., .. ), ''''C:'~ o,r/- - .... "."":J~-'" ,) ,.,.:..... \,;"'. ~ .... ',."' •• ~",, '").: - , ... ~:. •• :,,-.~.-.., ...... , ....... ,...11. .(,' .... ~~,,;I.. ........... ,.v ' .... IiIIo ... 'v- ' ...... ,~,.;,,;. <.!J~-+~ , ..... rJ.,""~"':' \~ 

.~':'''::.'':,,~':'~~'',.\ ;:';"~',1 :>:~~;:::.~:.;~:;~,~ t z'::.j:"::)!':':~~q~}~ 7L";;':~4~~ Z!JO~':ZV .~::=- '10 ... "!c~!e3.'~~9Vt:~ , 
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"10. :Develo~ent. :of) (:'omput'er-='Programs,-;:t'O::'be:\'u:Sed, .S:2" 
by the:.out'si<ie:-:p-lant::.engilleer);1n ;th~~ :?;i. (l ~ 
analysis: .and:! design~ .of;: preS'Suri:zatl~n"!:$ystems 
,by.: :determining' the,: opt'imum ~locat'i()n.:. 'ofO·a'i:r 
sources and the location of' pres'sure):) :'::.::.: 

,_,~ "":,', monitorixlg~,devices.. .. , r,~:"" ., .• ,7.;" :'--r' "., ",~,,,,"'''';'''''' i"~-
. "~_../,;o., '..,. .", __ ' ... ~ ',~,i..r \~_ ... < ... -11. ............. ",,'" _ .... J,.I ." .... ~ .( .. ~., ____ ... "'.'J::> _ __ "'_8-,.l;;tIo .. ~ "";-",A._ 

,,- . ,'" ~"l."Z. ·>ProeedUres) :and:' ~puter) ;programs ::to.: -a:ssls~D :::~ ~:''': ;:,:,C 1': ::-.~";; 
" ,_ u .' the. operat i ng, c.()m'na:nies,~ in:~ theass.igtl!Ilent.. -, ~. .' "." -,-'" .,'. _.,' 

...... 'ana record"'keep'irig--fUnctions"'pert,alning' tc>:--' ~ ,~ .• - . .;' ... '. _.,,~.J 
main frames;:..·t(>.,mi:nimi':te:: tne ':tnves-tment-~and::: . ~" , 
operating:'~osts:; ';by .rel':i~ving::: ~olige'st:i:()n~ :and 
improving'::.load ·baran'ce.:'·:> ::;,:·-:.r:::;[. ::;;',:-:::; ~,:,.:::;o~):: 

"J ....... ;', .... ,,",-,'. .....,- .. ' .... ';""" .. ' -.-t.,. .... ~~~t'~ 
"13. Overall plarming for, w.Lre' center" afs"tril:>ut;.ing 

frames-> 'inc1 uding':.'.:.a' :reorg8.nizat,ion:J:O:f.; :exr:s:ting- So ,
trunk frames: wb:±ch:'arer~be::ing::exhaus:t'ecf:~o \:: ;,:(. 

"14. Stu&~~O(t~~·'1:s~ii~~'; tli~f ;p~~~irrig<':· c~~p~~}~~.~in 
reducing the number of t,rouble· repor,ts'. ., 

1 _'_'J'" t' --Y' - t' 1..'1' .t: Q .... ~ --"'!"' ' .•. -... ': t'r e o~· ou ·,.a,s··-no- rouu: e ',Loun '..... ,.- -" .~, ~,"'~. • '-
"15. 'l'hi~~e~~~ :6~ ;:t:K{'~sigCioU:tcs.iii:= ~'id~:'3 

engineering, practic.e~f -t'o~ :~eteririil:1e "l"f ~they: : 
are:'~ent,· .ancr'~pr~y:tde: .ad'equat'e :.fnf:~rmat::i'on •• r':' 

,'-. ,'- """,; -" _." "" ..• '. .• c" .. :--... f ... l..... 'I'; -.~f"'\ ,T Ja.. ............ .r.'t .:~ _, "tfI 

"1&. Studies:::o·f.,.tlie:~ rocedures: Used::~m,~t1ie:::u: kee 
--and' 'rest'orat:r:or! of "the,·'otit·s':('de·· lant-- '. :P .. _.-_ P 

fac:t1ities:- .a8$ocl.ate& ,~"tht :carrter: :systems.::: 
in order~ .:.t()..·:develop'i:more~ ceff.ective;;v.:\;:' :':l:.:'~: 

... _ .... ~O\. ~-, .,.... ..'. -."" ''':,'''' ft. r (' - ,~'!. .". -~;.," .~,"" ~·I".O'-
proc:e~ ... u .. ~.es • . o.J ... _,~.:.J'o.J ':'''''-''~:_',~..:'_ · ... I;...,~ .•. : .1,,',_-' ,., 

"17. Iuvestigat:toti::of;.=the::~~$ibte;!w)Ei~~f;:~:'':::'::.::'::~ . 2'" 
Automatic,.1ies:~ge)~ecountulf:data>~-th~ ~~.::; 

~y's~ ... ~f,.-:.S'!l:~_c:¥~(~~~ ~:~~~~~c?'~_~~7"':::: . ~.-; 
"18. StudieS: ~tc> ;determine;~the)";fea.s:ib:i:];,:tty:tan~l:'::' 

desirability of consolidating sma.l::l-;:~:commm.i ty-
.. .... ., ".dial .offices ~to larger .. ,entities .. ,by~ .US.e .of.. -v 
. ." '··ft ... ·~r"" aiu·aev:[ces..'.--~·" '-'~ .. -- -~ .. - -'"". 'oJ __ :-:J~ .• I., .. - .• 

" .z---, g, ~." ". . ~ ." , .. " . . 
.,,',;~ ·';19;:·:)~Sb£~i.e~~ ,d(;rie~'!'iise~s~-iti;:!roci'~:°ei~~;r"bDI1fs~:'-~o ., .~ ~ :'~: 

,.. , ,,. .. -~, . 'lll:baIi and:..subUrbanJ-ne:tworks:: a:s:..we);]; IJ:~':':.'<#,· ::0 :::O":':::::':-::'."':::C:.::";:: 

" w~~!;~~~~t~~!~c~c.~~~:¥~~:~~~~g 'I ='::::.f'::: ;):) ~ ~:~t:::; ~~ 
"20. Analysis of transmission, signalli'rig~)"ici;t ;:;':"::,':::;..::,,:;':::~::::,.)::) 

and administrative c.ousiderations assoeiated·~;:~;~::.:=,·'·:.;c. .C 
'<-::.~:;: .~._.::: . - ::~~·t~,e c.?:~S;,~g;n ,:-~f ,~~_~.:.,:~~~,c:.~,. =~c;-::oc,:::.:: :::i~ ;~.; _. ---

.. J .. "21,. J)ev.elopment~~ft..ahcompute.r.. .bas,ed·,~system f?~"'''''''I_' 0_'" ."!'c,,·.',', ••• ·.'.· .. ''':" .. ...~ ~,- ··the·~coIJ:ect::i:ori ~ancr "ana"lysrs"Jo'f "op'erat'or 'J' -,., ..... ~ ". -

~ :..~) .. --:;..::._ q'):""- ~~,,:~ ... :~eported:::trouble:sc:,c; ::!c,c~ :':"0:: "{: ~:~~.:-...:;:: =.::r;~l'"!:~::C':' ~)::!,:::.:.:;.::.:. 

~4,9-- ".... '" 
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"22. ,:~.Deyelopment~:of;.: ~onomic.:--:mode:l:s :and;-;.:s.t:Ucil:ie's • 0.: " 
to assis.t ;the--.ope:t;ating-r.compani~:..ra.n)f..:: .~':' 

. , •... > ,determining: -.the-~ mOst:-::costj: ;effec.t:1 v:e~ wAy:..;.of 
accomplishing., a ;eonv:ersloll; o~::.~l:o~at~ 
its equipment· ft7.. -"" ..•. , ~ , . ;;':'.-\ ' .... ". '>' ~ -"0'" , .... ~,.. .A_ ...... ~~._·-'OJ. :)I-.J.. ... , :; .. .i._ ... ,-,1.:'1'_1 _ ...... ,_ 

Ihe exhibit identifies the' aDove:.\l1.:St.~'Ottiy·as~:R.&FD work, but 
it a s to fa:i~'::·Witb.1it:·t1ie~··£8m~~:of:S~· iems::·([ "' .. -~en.-n~ t~ The 

ppear :~:_:;::::'L': ~~::; .. , ;'~":'0·i~:~ • • ;!,.;.;,;~;:,':;;. .... , :;r::,:;!.::;<!..;.:~.::;. g 
same may be said of A subsequent list (Exhibit. :3.0:S..,b~~.-:~-9' to B-ll) 
dealing with engineering gui<le:1J.:nes..:: :f~r::~.the)!~e::~.~f:;;,get1~ral trade products 

and another lis~,::(~p:i:-~X~.·¥~= .B:--i~)::en~~~.fbii;~; ~~i:lowiX1g: 
..... -.l' .0" _'~'-"""'''_'''''''''''_'''. "'~"'"''''''''''''''II'J_''' "'" ... _c., .... > _ ... v .... ·_", .... ..",t ..... ,...M' 

"1. S1;udies..9f·;way:s :to:: pr:oyide::!ar:~:i~1e·ial::. ::ir.~ 
.inflect,i()llS-:-:f:or~. :x:eeor:ded ,spe~) ~which~;w.1~l:k 
reduce the' amount of.:s.tox::age ~in).audio:·o,,;:::,,:+'':: 

" .. ~p~~~~x;.; . . ~y:~~e~~ ..... _:. ~,-: _ ... , -: ~ r ,~-.-t' • • ,"/ ~ ;? ••• ~. 
;'"..~ ._ .................................. ' ....... '_ ....... __ \'1 _v~ ." ..... _ ....... , .. ,,_ ... ..J, .... .A.-.II_,Jvv _" 

"2 •. -,.- Studies': :to--·limi,t} ,the-- :e:lectr1-ca·l· noise-· ..... ,....r.~.~'. 
, ,~"... .. ..',.... '". ....... ...." .' .oJ.. ... ..... "' .••. ~.T .... ...... 

. assoeiated.~,wi,th:;po~er_; :equipmen~:and:::: ;.>::: .. --:::.: 
.. s~~1~s ... o( Pf':~:.lc::E~g~g ... ~f .. m~F~~ng. p~:el:., ,,~~, . ,~~.: ri .. ·e'"l~'P"D:et1t";.- ~.~ ~ ... -; .... ,,""'. - .. J\..:. \... ~ • .1 .. ,.... ~.I-' _ "I--,~ .... ..,Jo ... '...J_ ;.,..: ... _ ~ .... \J. 

':~.:~'~I,C--:~:: ~ .... \,::·0:" -: ·:~o ~~.~C~~" .. '"!' ~'.\~-:'~ =3n:.~.:X{:~~'::: 

"3. 'W'ork with' op,t'iea'l :f.iib~~s.; t~:a:aal.y'z~ the~o~.:. 
rel~bi_l~ty. ~.f. .. l~~ ~r~i~.sioF . ~y~~.e~ ,,'""' 
~~ .. ~~ :~~:~~~~)':; :i:~X:~j;,~~;';":~" ~ ;:2:;;)~,;::t~;i . :;r 

"4 •... S~ies: :0.£ :methodology:':wh1eh);w11:1:~~1ncr.eas:e ... 
;" t~e __ e~f.1~i.et1c~ri~~~-~~2!~:-t=a~~~~±' r •.• etit. ~ ~ .. : l' 

c:attyl.ng. c:apa. .. ~ . <." .",-' -, "0' ... g:,-.,- ... ,,:PtIl,~._ 
... , •• j ..... ~, >,' ......... ' ~ .... ... J.... _'''' ~... _ v .. ~, _' ... J .... ____ ,..., ~ ~ .......... ~ 

"5. Exp-loration:·-:O:£:.;teeh:nol~,_t"():,:a-l~lOW'I.p~:,:)~,:,,';'~ 
gain deviees;:t~:solye:.-.the,.f:luc:tuating;:::o ::':: 
mobile homes telephone demand. . ~ ·:~":~:.:.J:::<J'::'C·:::: 

"6. Studies:..of.~ :outsj,;de; ;p-lant':~onf:L~ati(),ns)v,;"::': • ~~ :.." 
assoe1ated:.~with :carriel:)/equipment -0::::; :: ... :::0:: :.:.~I 

"7. Invest±gatfo'1:1S' to:'~io~e~;:ehe';-;r~f"iab£11£tf'f' 
a:nd~:ma.iittenanc:.eo ~p.roeedureSr::O:f: -~exi·~1n~ ~:::: 2. • 3": t" 

.. :- eq,uipment;...:~!!:~;~, ;;,:;i::L,bi'::02;,~C'; :0 "'l.::'::':lC:~-:::.1:2!),) 

Mr~ ''W'ade~eoiihiude(t =thi;;1iOrticf;:R::o·~.~ia~¥·~~;~~y by stating 
• ",-, ~/_·.I~ 'J ,,"I,..,' • ___ '

t
., .... ~J'I ' 

that in his ()P.ini~,~ ,_~~. ~o~k, be~~.~t~ ~ ... th~ .<"q,TCs~ i~ .~~;.o;fo~ ~'?~ new 
.~ ..... _::;),,; ... ,"-"'_ .. _-' ..... ,~,,) ........ v_. _1.,.:_ ~.~}, ... .-I' ".J' ... ) _IJ c .. :,.I .... :.J_.,) ...... '_#0 

information on which-. to::pJ.an~ new:~ces:::<:Exhibi.-t:. 30:5:,:.:p. B-14).· . He 
stressed that? :nnj:±1ce')":a-:: mamlfaetUr-er., :.Padf:.tc ;imis~:p~o';±de a total 

.:'~I~.J~:""J' _ .. ~!M:' " .. ...;. -:...:';"';'V;'J~ ~!> .... : .. ..).:.:.;;~I~..; .)~~ , 
cormmm i cations network.. . _. ., _~'. . 

: zo.;, ,2::~";' ~,;:, .. ""::?,';;2 'f.=CJ ... ~~:! ~~M-;;;·::.~~:;.~; :.:0 :::;..::~~\;...~J.. • ,O~ t1 

D. Diseussion::.5.:~o,:~;_~~~ :.'::;".;o"::':::~~~):'';;~.li'':.':.~O ~~\'j:=;:.=.:-;!lr:"::~$ ~r.:s 

As an ~rtant -pre'liminarY, :We::--~~~'o~1e:g~~Jo;: .regulatory 

reason to reseiv~ _~~.::app:i:!:cat;r~~of;~oUr .. :d~F~.~fnaeio'*":'~n the:f'use of· 
, .... _ ..... ~ .... .- ' .. ,) .... ..;; .... .,., """ .. """",."j,<lt1~ ..)......... ;....-#"-; ..... ~:.,)!j ...... ,.., v.) .... 1 •• ." 

license contract funds by Bell Labs fOl: ~~e:-:p1:OC:eed:l1lgs. As: explained~ 
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we'~deal;:.here-:not.:'.with:'!aeeo=ting ehanges~ for': the' {Bell System.obut=withd 
:,~<ietermiDing Paeifie;~s.:test2,year;,)revenue~)reqU±rement'M:~:.;To~thebextent-=tbat 

we,:'are eonviuced\ .. that::11eense.;eontraet=expen<i1tures')bY:;-.Bell~Labs':are2. ::1-
not the.-;:responsibi,litycof,) Pac'ifie'.! s~ ratepayers~ ~ they':wiJ:l be;;disal:.J:owedo 

:::.": :' ::~;. ~:~~ Basie.. .. :researc:.h::.anci:)applie<i;: research.: wilb be discussed _ ::::: ;'::;':'0-':::::; 

together s1nce::theyopresent7.the-:.sameoanaJ:y:tiealcprobaems! .:.r~'c ::.r:::~'.:~-.:.: ':'':'-::w 

In our opinion~ neither the claims of the staff. andJ:others:r.c0 
supporti:a.g ,the;;s.taff ~ :,':, oU:) th~one:band, :'!nor.::.those::.:'of-::Paeifi.C;jon the 

other.: han.d?~;,are ... entiTely: borne:-: outs> by:: the~ evidence. \.~:,;Wel have been>: l.ed. -::c 
~.;to-.:..the:·eonc1us.i01l::.:tha.t~;'regarcling .the twO'::!9researc:.h.'-'''.:'categori:es;othe.~-.:.:c;:.,,; 

product.:' 'is.:: e<tUSlly:, usefu:l:o 1n..~ potent:1al beef1 tr:to\(the~)Tatepayer$:.(yia ;':::£'. 

modernization' and "improvement ~~.:th'e network' or~ ':te'leeommunic:at±ous"0:-:: 0;' 

generally, and~ on the other han~.";:'iuc>potentia.l':::adva:neement ~teebniques 
of desi8lliDg<ancr~ market±ng::eompetit'1ve.,) produets~ ,,:,Stated.::'from.~.a different 
perspec:.ti ve;,~the:-:' work.·: performed;. e.vene:i.Jl,.)thel ;~.appl1ed!,= c:.:ategOry;~ iszo,::'::> c. 
basic. enough,.~o.:that:the::majotity,,'of:it::;.'C8lltlotl·be~clearay labeled.~)~O:r~~~ 

~ . \l)~ 

relat~d1f':,or-,< .. ",product: related":..;: )Therefor.~we::, shoul~al~low. -SO?;: percente of 
the:~:expenses~ 'in-:,these:: ~!'%'es·e.ar<;h.~'.::-;.categories2 .. as::pr.opet'!:li'Censeicont:ractc ... ~ ... 
PY"l"\P'n....atl ............. .,~ ,.., ...... t,\,A,''''",'', --........ --.- I.:~- ••. ,.~ .. : ...... ,....\., ':'-0 ~:l~ •• ,...- ....... -:"0 ",)I·j""o~-~,....r-~#'\.~tol"'l..i:.... --w-~~c.'i.-.... 
_.~~ .................. ~ :...J~' _ ................. '_ .......... ..; ." ....... "' ..... _ ... "toh w/._,.J-N _ ( .•• " . .,...J ..... +~ ... 11 ... 4-• .... ~~_ .. twtI~-'s,.) ""' ........ ,. 

::>":: ,: :. :; '::';3::" :: ~~ -We::-bave:.;,made: ,prey:ious .r.e£erenc;:e tOr.:. Mr! ... ::>Baaxphrey ~s,:conc~t ;~:f:.:.", 
product relation and to . .the-;·fac:t;: that-:,in;,.hisc op1n!oI1i,..::;:o.ew:me~ods;:ar~ :;0 

not possib-le-;.without,;, new-:.:produc.ts:;~(~,!::'P·. y .l3:~,.o,~;Stlch-:a::;bx:oad conclusion 
:l.s'.;inSupportab-le-.::'anci' ,.a.pp1yin~.this: :reas~ ,to:kl:ioI.ab:sr!: wo~· .U1lder~:the, 
license contract leads to disallowance of projects,. although it might be 

-possib1:e"'to",eOnc:e~ye, :ult:iiriat-e:.-,,:".sprn~f.£:~-ef.rt~S:~t1ie -:'p,:t:oa#:cc(~.p " 
.... , .... , .......... I"', ... _ .... _ ... , ... _~ ...-' ...... ,.ol. ...... ,..1 ............ .; .... ' .. _.J ........ ,...",..! ... _ ....... __ .... 4 __ J;. •• ; _ ...... ..,J .... tI.. ~_ .... v_.,.~~,~ \"'-' 

There is ~ for example, the work. !per£ormed . ~,~ bas±e:-).de.onces.--;-
suC.h:,;ar. ::the' .:semiconductor; the:a:ra:csfs:toX;.~~~<l:a:ser:,j magnetiC;; :garnet's;,S . 

.; .. - ~~ ".' _-.r,':~ ""') .. /0.," I. - > • .;.,. ,". r -r.;:,r - .. __ , ..... ,. ");' -..r.- ... ....,., ..,II,~~.,:.....' ~·I~';;.: c.' _~ .... "\ ...... _~. -.i'Oo- ,JI'r'lo 

and "the~ $l.'1.:iC:o~ 's'orar'~:eel"l~ ~ '", there': :i:s~·n~~:demoD:.s:tr.'a:.t1on ,that" :S\1ch.~jork ........ ' ... 1.....--.. ,10._ "I""_,~" ............. ·~ __ ..... _ ~ .... ,.,." .... _ ..... ,,;, ... 1'""'" .":"JIi_"J>-'.~~.""''''''V'-- ... , ..... _ ... _ ... ;;-~.t ... ~ ....) .. ~_. 

neeessarily'dea]$ :with: embryonic.~ .idea:s:.r£or...futur.e::1D8:rketabl:e51>X'oducts. 
''''',' -'." ' ........ ··,·c·, ~ .• '" • ..,.,.-.,. _ .......... ,.~ ... '- -- ,,',.''''' j-'~ :-·-~r.· .... ,..'- ... ~« ... ·-,- f'" ';",r-'-'r~-""" """ ... " .. ~,...r"",'-,:'7 .... "..,,.,(""II""" 

The~ "devi:ces:J:hem.s,e:t:v:es ,:<:tu.. 'theix:~ ·l"a'bor,atory .. '.form~,;~-are,")lO:t'· ,marke,t'able 
..... ' , .... ,,,, .. , ... --' ........ '_""'_ ..... , _ ...... ~ ,.,~... .. ...... ''''''......... • . .., ..... ·""I,.; ..... "~.....,.~"'" .. "w .w, \oJ -'_lfIoo.'V .. J.<. ... J' .. l-../"' •• ' ............ '_""" 

telee:cxnm· m;·eation.~ produc:tS, . \and:,.there:J~ .no:: e.videnee=a:ha.t ;thu~ "are , . ,., ,,,. 10<-1 I - ... .., ,'" ' ., • ..... , ..... , .... ,~. ~., ..... -""' ....... - ... ~",-~"~'" ~ ~~ ~ ...... -'-r ·.~·-:.I~~ • ...... ......-1::-- .... "OJ ,1& \ ~ -. - .. ~ ~ ~,..., ......... ")("'c 

any., Bell;: System:: ~~pioneern: pat:ent:s~ on::::them:;~ ... ~' from.:whiCh- roy;al:t:i'es,: would 
~-.'''--''.'' .... ~ ....... '."'-.• _ .. :~ ..... ~ ......... :_ "':' .... __ -_____ <. •. "..."'" ~ ...... ~ ........ .A../--' ... )~ ....... '!"...---..- ...... ...., ..... .J< ...... -: •• ~ ...... , _' .. u ...... ,~:,:..~ 

Subject to certain l:im:itati~ ;i:t:;,d$ 1>ossibJ:e to) patent::.(4r.:pi:oneer 
or basic invention. Westinghouse v Bo~den Power Brake Co. (189~) 
170 US 537; see discuss.ion, ~alker onatents, 2d Ed .. , vol. 4, §225:. 

-?::::'.-. 
-51-
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be::,derived;;::~,: Dr::' McKaY:.Jpoint's out;:.~that the:transistorlwaso,orl:gi.Iia) J PS::'M 

laborato~'device:usedc1n:)a.n.z.·exper±m.ent-;demotlStratitlgo sl&'nal ampJ:ifieation 
in a:: soli<L:.state;~material; ,::and~xat=th:at::pointr.1n.:: 1ts::-deveioptilent.; O£7.'D.ow 
comme%Ci:,al~use (Exhibit=298;!)ppo;;;lS-19 )~'::::While~worklpresent'ly:)~r::' ~o:: 
progress concerning basic devices may eventuallylead.;,;t.o.:inarketabler:.:: .:.:1 

products~:;'it~fs;:;a.t ieast';'off:eqoa1~;];ilcelihoodO.th.at,,'Sucb:YexPer1mentatiou ' 
will resUlt in improvements.:) in\"X1etwork~. transmissiotl!; or'j:rietw?r~':r!):f=:):3 O~~ 

' .. :.: ;-:Other;elear-eut:~.ex.amp-les~aJ:e:;'theoprojee,ts.Ciiset1ss.ed ;:i.n..::=-::oC:C;r:,·! 

Dr. :~MeKay:!,s testimony. under':'basic: research..,andc those1expe:fment.sr~t:::theo 
m.ore~) esoteric0.or; pureiY"': scientific end· ,of:::'apploi:ed~ resea%eh;;:.r':::rb.~ e.v.[denee 
a:o.d argument,-.o£f.ered:-,by~t.b.e1:staff an~,tb.eovarious=:intere.S.te<h.partiesbo,:::C; .. 
do n~V:demollS:e~ate:,~si:ll,.:O~ o>p:1ni."O;n." :J~prO:d.-u~~r.e:lat;ip:n~If::as:. W,&.-ib8.;~-e:!;"!~!:>o= . . 

. :de£ined·~ that te:z:m:).earlier.: .in:,th1sc: opinioXl,:;r: '7:':.'£::0 .0::::: :IO • :):::'S ~ ,{il c-:.::.;.r::.o:; 
:; ;-,~.-:: ",:; :;; ,J ~.Apply1ng;: .the reasouitl'g':: of·: Dr'; :Tanenbatrz:lr9:andc: Dr-..c.McKaY-E): G:t~::' :::0 
aeross~the-boa:rd; to:)allc: baSicl.researc:b:; . appl"ie~res:e'areh:;:l:and').'Systems:: ')<;' 

e1lgineeringi U 'not. possd.ble;::::however;owheJr eerta:in.~ Betl[:: Labsri;ea.ses ,~l ::;sC' 

. Submitted;: for "reView" _ are;':: exam; ned;W"":7 (It;' :shoul~b~.remembered!\ :tha~ ~ a: - . . 

major..dif£ieu:lty'::in-.:examiping~the::;;test1m·on.Y'.:,of;:;:t:h'ese:~witneSs:es:!:t.s:;~= 

their descriptions of areas of work were not correlated to bttdg~crxs 
ea:tegories:~r~spedf1e::·eases;;.: We~shoul:d orde1:,':"'in) (fu'tU%e,\1imiestigat:tons. 
onthis:::.sub-j.eet.,:>tha.t~SuC:h:'&~.t:1e-!n;.be::;preRnted.(): b;;.'[. ::ol;J2,'::~': ;.:>=!bo-::C; 

.,':::- ,', ... :::.,~:~.< .lb:i.'rteen~sup~sedly.<%ep_~e.~ta.ti.v.e:J·ca.s:e$':~ere::exsmine<t-,;by:: :;or.: 

-: Comp8.:th :and""Interc.oDneCt':::(Exhib1~'314::8nd:?:I3l:6.~~OI=-:r!Xb.ff;;.resu:l.ts:!Jof':.thiS, 

191···Rea.sonS.,JWhy :only'a 1:imi~eanumb"er~(Cif c:a:s-es~'w~re""-exam:rn~cr-ar~'~'~<:':'()~ 
- .. ~ _-lew d ~. -b," p-_':lS·_Af') "0> ., ,.,.:.. .,: .~ •• ' •• Ie. "'0-:::' -,'. (..,."' ... ~ ".,-,.~_<rIll:V __ e ~~ ... p ...... ,-""-*-."I~_O,,, ... ~ ... ~ .. (~''''C:''''";;;;;:'-'' _ ..,., .~.Iior .).,h~_1 ... 

29../; ') .Pacific: 'reshted, produc.tiom.' ,of:: sixL .. ;other .. eases,~:Pae±£!c'!'S'i' :COtnlSe:l;.r~ 
" stat.ing .(t~,.8:49,lLthat" ,1f.,:neees,s&ry'>? !aei,f.1c .. ,:would.,agree~ that:>_, . 
. ,. the"expenses 'eoncerni:ng~them: could~ be' dl.sa:ll:owed·.v,- The~~Al:)'~ dtd" ....... 
" :; not; -order,.; ,the±r, .. pro<iuetion:. but·~ :Sa.id:; .tbat:::d.UY hi:s~ ·.opinion. -,the::: ,c.;~ ~.~:) :<,~; 

nondise:losure .created ,a .px:es:umpt i on., that ,theexpenses.,.as~o.e1ated,."" 
.' with' 'them 'should' be" di'sall'owed .. ······Later·'in'·the'·'Proc::eed:tng~.J·a .. ' ~/-' .,J, ••• 

different attorney:,;£'or .. P.acificy:withdrew from:±h:e pre..vi.ou,sly-:::stated;: 
. position" (tr. ,857,3 ).... 'R~ega:z::dles,sr. of~ ,thi,s .. change 1n~ J)~s.i,ti~n" -,w,e H""" 
" . agree' -with the' J\I;.;l ... ' ,. Refusal: -'to 'produC'e"'in th:i:s) '"ins tanC::e"· 'amotrrlts .. •·· ... 

·-----t¢-a-failure-of-proof-that-the-expenses--shoul<l-be-borne-by-th:ee--
';"', ,.,=~~t~y.er...:>:-.~~ 'E~den.ee ;~ode.~ ~~n.:~O: :;i:1?~-::?.f;' ?= :~~,td~:Z. \~ 

, ,">':,.: ~ / • :_0,.,' r;;"I~·:,~.<: ,":~)"""l'o\ t~·":.'.)."./O.:~ .. " ~~;!,':";O:~:.:::';'~?;0-'... .:=o.::r:;~vJ':"; :J":z.c.c :=0 
:;,~~"" ,,~'-~ . _c_(-,* ...... ~ .!-...... III ,- : .. "':.?f ...... ?~ .. '" #;;"c", ...... ~, .", ..... , ·0'" r " ....... _,,'\1 ....... ' __ ._ ,,<-:.-t ..... :.;_ ............ __ v :.:~>.J..::,..'ftt .. ,uO_wc,,-'-J\.I_.,.... . .,.)1(;".0 .. \~ .. <"..tV \ ... 



examination aemonstrate::that'::asOorie'~oves from2:extremely~oneeptual 
rese4rch;;tow3rd~more':'spec1fic:~-goals.i:1t~becomes~eas!er~i.'1l.C'f~ome· easeslto()': 
1d~t1'fY:A:'t1e-iri::W:f:th:1SD&D;:~wh1l:e~iJ::li.other:Se8.ses~the laek'.ofvsucli a>--::::" .... 

. ~ ~. ~ t ZO i""" ~ ~""'l: h ~ ~~f"'T"""""'''''~'''''~'''' - ..... ~~-O ..... ',... 'f~" r" \ '''''' ..... ,. "'~:"" ..... r.-:- ~ . .,.';~t COtDlee ... on s-more rea.\I.J. y S own •. ··-:~,' .. ,'" ....... '""" ' .. :.J~.~ .'oJ, .:>.~;., .\,i .... ,..-,::>q~ • .l;,_~ ..... ' •• _ 

:.:~:::' ~:'i case:; 3889~:·fs entitled=."Eng!neer!ng;:'Studfesoof':BUsinesS$~~:: xc.:c: 
Commu:Diea.t1onS'~' S1stemS\~ ::;:rh1scwas.::a c.ontinuouS.: or'; "1IDD1l8 t"e' c:ase~whic.h:-~= 

termii1ated:;in~ 1976.::::,:.[ts:-;1ntroduetory.: s.tatement~for ·19"J6Z says:: 
. '. " :":": '~, 19""'-.., ...... ;"ont.r":' .. e· d' -' ......... 'ua;·,·.:;, ... -...... e'" "0' vera" e ... g:Lne--.l'n~'-' ~,.-o;. -" ... ,. .... ··~ ... "'O"" ' -", ... '.J.AJ..J.~~ .,&..L.I....,."""'.~ .L ~ -'....... ~ w c...." '- """" ... _.,~I' .... _ .... ....,"--', ... ~&I .... 

. ~" .-studies·'of •.. "at1cLfo,rmulation..of requirements-PI, or,,...,,.,,.,,,, .. ,.. ",,",, .. :. 
" . - ,. - EuSuless-" Co'CllDimicati'on" 'Systems. 'including~CuSt'omer"""~' ~,~. \"~" ~ .. 
". ':Switching: Systems;; Key:Te·lephone:;,Sys.tems;::o·,.;·.:;.s::: ~,):';:; :::-.:::' :;.'::.::;)':;.,::: 
~~ .. ~. - Bus.iness".Se~ee.s.. £~OIZL CentralOffiees~ .-Aut.omat.ie: "'r C'" .• ' ~._: •• ,~ 

Call D:rstributors-~ - ·8lla.-Spee1"al 'Privat'e 'andl. .'"'~ ~.-"' ,'- ~,, __ ._"J_"'~"'" 
: :"->Govertmlent::Systems:; ;. "In .. -additioti;::,; it-;'covers ~};': :;;,~ . .':.;~:: :.:.:c; : ~":, (.'c, 

- - .assistance." ,to .oP,:erating ,eom?BD.ies_"on.. specif,ic~ ...... , . ., '! '.~".: _, .... ':. '-, 
. customer' app1.ieat':[ons-8.tid-·on rel:a:t-ed~··problems-·"~ .. .>~; h'-, .. - •• ~-<- ... 

- .. , as a'gree~··..r·th ·the Amerl ......... ."COrnT\ATlV"·{4, ~ ··c·- <.;. " ; .• : ............ '- (":' \",., 
.? - , \,A""'W~· ~ ~"" ~ .. ~ .. ,.,~ ",'" _ ' ... "'_ ._ .... "" ... ..: ";';";'."_ \. (,.~"""'\wr:: 

.. The:: ci>nten1;:' .:of>:the..: case-;;conta iU-S\~ repea.ted·:.,r.eferene'e:: ,toe :the-:::.' :::.:.:: 
Dimension";.nx, uSual:ly:: by: .its:<genenc:' name.,..-::CSS-20l:;::: .~ reV±ew:.ot:: thet~ 1. c; 

entire~·<:.:ase;·shows ·:that.the::descri-pt1on.: O£:d.~~rd.n the;i,~ope~'bri~.of:''': ..... Y~ 
Compath .an<f: 'Interc:onneet: -l:s.~ :ess.ent; 'lrl1y>:aeeurate and\:that d.t:~s 

, ;prlne'1pal:ly e~ncerned: .wit:h>=devel'oping :Standar~'and:;~eatures £or:!(Westex:n 
Elee.tr:te'::,:pmc. ·veh:fc1.es-,::'''principal1.Y=· of,'::the:::'Dimens!ou:> van.et:y:>:.md~.devdoping 
pricing; ·mOdel$~;for)~' $,:-: .aJ.thougb,;:.the) .e:ase:-.:al.:so.: :inc:l'Ude:r.:prlci~,:WOl:k~-= 
on business": eoimmm'1"cat:iou:;;:syst;:ems.~:generaJ;ly;..:r~: ::(; ;:-~::.b::;:y~' /~ • II I~~!~:'~"~<~ 

::. : .. ' ;'Ca:se- 3S765:: ~~'!,-Funa:amenta:J; Deve~opment :'of= Busiuess; ... Comanmications 

Systems" - and its ease description indicates that it covers fundamental 
development of~'new~;aild =1mproved,) .'t:iU.s:i'nes~ ~conmmfeatf01is?:systems ineluding 
self-contained :PmC -=system$ :'f1.iSabJ:e :over.>:t:he:.<.exitil:e:.' ~a:nge.\~of. !c:us.tomel::1 =':.:J 

size'$'1f,: :key: telephone: ~Ys~.:s.y.stems::combin:i:ng~PBXT".and :key:;,£eatures;"~w 
and-:-e:ert:8ili:':exp.toratory worle:ou; ,:other. ~~.,of<:bus±nes:s:!c:omlD1.1.1licatiODS:: 

I ~. • 

t '---, .. : r- ... ,'-_ ...... ~ •. ,- ..... :.,.-:."\ -:. ,... ...... - ... ,."..,..,..~--.""""" -to r-:' ~Io.o":'~ ~~ .. -., . ....;.... "C"o- :.~"...,.~... ...... L~ ._ sys. em,s...; ........ ,~ ... , ... , 01'. _v"""_ .~'e,'" -.- ... _._J .... } .................. ' _) ...... ,~~ _,.:t .. ",),.- "r'''' _J. .. __ :"#1"_ !) .... ,..;..~ .... IIJJ,..~_ 0_ 'i.,oJ':j!)OG 

)::.::"...:,:~.:: AJ;thougb.cthe':word.$.:-:":furidamenral :de,velopment," ::appem::,d':r::equentl.y 
i:l. the authorization. a fair reading of it shows that l.t!Ji~..not:_ m:the::: 
category::of ':.ba.s.1c:;:::reSeaxdl ~;defiuect'b>,,1)r"::~y.: butl,o.:fs ~C'l:o'sely 
related to:.:cevelopment.:ofr:buSiness::,:termfnal "equ±pment~::t:: ~;,o.:-;::;~ ,~~,,:: :":0C. 

" ' .. -:: :,;:: ::~ ' .. '?: 'I'he ::above .:tWo,::c:aSes :a:re.:,:::the\mose ccl~eut ,:e:x:ampJ:es~=atlthe = l~ 
"product relation" end of the spect:rum~ but other cases show similar~ 
although lesser, connections with terminal equipment. 

-~,,::-
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.: :..:.;.: ::Case:4~ 1860iS;t-;titled !!NetworkoOperat.:tons:.~lanni~ and:~ lC.':::;,x~ 
:reading:::of it :,shows,::that:> this:;title;: is lAo,~a1r::. de$c.:riptlon:,o.;E;~mos;to~,f::; ~~ 

work;. however~;:one' Subsection-=of:the~ease:·:'ind1ca.'tes::Work.~suppo.rt~y:e:.O£;.:: 

the Dataspeed 40~ and another paragraph.shows c:ertain studies .;,ega~~.1ns:. 
PBX features~. (althoug1tregar~.the::latter;,.: Dr:_ MeKay;~ teS:tif:1ed: that 

the:feature.:-belouged"tootheonetwork andcDot'::.the PBX::~~tr~29032="9.0.3,3r)1.~O:) 
Case;~ 39394 i3:contfnued::.: res earcbo·1n:!.the:,baS 1c, e.lements=.o:f.r::::r'l~::; . 

comrmm i c:ations systems,.,,;;~: .At::., the-:yrisk::'r of:; oyersU1l>l:i£y:1;o.g:, ;itsl;syt1opsis " 

it may be des~r~~d:::iS:'~researcll i.n~o~~b.e:Use~~~,~ll!!f $i,;;:c~~:~~tegrated 
... _, ....... ""' .... ' .... ·._ .. w 1.~ ... _"· ........ ~ ... ,.J·\,J- .. ", ... O"'.-I"I'_~ .. \ ..... ..;. ....... I_.,;., ... .,J,.;... .... A ..... · ......... 1C,..,. r.t/., .... \, ...... ,~, ....... I..;,. . 

circuit in the network,.;~andv how::-·tOc ·inc:rea.s:e net:workZ, r~liab.i.l1ty and 

maintaiMbiliiY=ibZol;&h"' ~::t,lie5{p. clii~~:~~r~~itrY..;~::~~~~;;itia~~ntercotmect 
_~u_- ... _ ..... "\"."" ...... "" _.".I_ ..... , . .I~,.,.; ........ ~ ,,~.;..-..l_.-.I"- ..... _,-'~_\¥. .., .. _ .... 'N . 

point QU.t that the ease: mcludesl some;:. work res:pect:1~:<:le.v.e:l-opment of 

digital PBX 'te~l~:~qui~ent~;::Wf{i'le_;Dr!;~.*~y~ ~fts:d.~i~a:~t.r. 9044-
, ' ... J~'~.~ _ ,.,......... .......... .., .... ,";.1..,"'_ ... ~ _ J..,'..,I ...... ,.1-).;.1 v • ..A\w "'~ _ ~~...., _.\.., ~.~I _ ........ ,0 _ ......... _~ 

9045) that this is not a produet.ton::;sy:s:t~ :the .des.cr.ipt:i~n ;1n the' ease 
seems."': to.: .1ndic.&te: ,that.::, .prototype.~,equipment:- is::;bein~ ,<ieY.e-Lo~; To· 

place::' this.-~.'uork' in P2:opOrt:i:'on.,:):We"';: should~:ment1~ ~~~he ~t:g1t'a~l;: ;:.:r:'):~;::: 
switch fng:' 'SYstem-work,.i:s . :c.ov.ered:. il:t.:>.one:-pua:g.t:aph ;of.i:a :2.0::page-~t~.':=:-::::.~ 

;~.Case 20'l.:37:.1,;s 'a:~ :2<>-,page,~ .doc.ument"!.:entiti-ed:-~!';F.,undamental :!.=.~C:~I.): 

.Dev.elopment -Of.:~Cotmion; .Systems~-::;and ;~:<its..,descr.ipti~p.-:-:eoyer.s ,~l?x:at~~,~ 
. ,~ •. of.: rl:ng:j ng:.tone:1 ,and, cadence;-;.sys.tems:,o ~talo ;s.t~.rage; .sy:stems.;e<and'=-: =~,:):;}.:::: 

recorded ~.amlOUX1cement: .syst·ems" ~ch-::are.:.,usedt i1n. ~!"swi1:cb:in~.:and)~~.to.me;r.; 
systems" • A reading of this;~ .c.as:e:) ~eems::~~·;nd1'C8.t:e:.~t~it, may.)!b;a~~ :;0 

~. ::;eqUJu;:appl:i'c:.ation: ,to: the :networ}c)·or,:: to::.~eertai1l1':'types:.(Of3(eU$;t~mer 
~''''r\I'ft,:ll,,~ ",\-.'..,,,,,,,.,..,""; ... ;. -, ....... ~,.;., ": ... ,\w;. ........ • ...... : .. ,..,.,~~ .. .,O;~~ ... __ ~,'\j t, ",.,. .. ,.." .... :!. ; ..... ~... ~ •• ~ ...... _''',,' .~ ........ ~ '1.- .. "',,.. --' ...... _ ..... -a ......... ~.,_ ....... --' ..... __ ,0'.,1,.._ ... "" ....... , __ "'":: ..... ;;;)\...0_:) _),_~:> tJ"""""" ""7r~'" .~"#,\"~J .... I.,,, ~''*' 

; .. ~ .. :: ':'::': ~ :.;::..:. ::;:Case:4900S: ~i:s> :en.ti.tled~ ;:..".!raffic) ~Net~~.k s:Planning".:.. :-:-I~(~·s.: :)VS ~ 

cited,:m:;the :open;:ng; bti:~~.of::~-compath~and:,.::Inter.co:cn~t:tas Ea~.~,in.:..:!,:~<;' 

wb±clt~~desfgn~~of ±ermftiab.requi-pment'..~~ ::b~;:eond~cte¢ .. -5<: abe; 'b~ie~ tdoes:: ::~ 
notJ.make:."l:eference' :to.-;anY-1'articu:la1:l:paragrap~ ~~eadiug:!~of:lth~~;e-.z 
seems to indicate that it in fact concerns traffic network p18n~=~~~ 

'w1.tbt.:.the-:poss±bl:e !'"except£o1l"~of :a~_.:8ec..ti'On;:.ref.ettin~:to :p_:d..-vat:~ network 

.< .~~.CaSe aQ410" is')entit1:'ed'c''Eunda:nental :De.v.el:opment:JJo£;;De~c~ ~j c,:; 
lIP .. ... ''"': • 

Design Methods and :Conc:epts" ':;:,::rh~~Compatb.~lntercOlmee,1:)!opening b:z::j;e£~-: 

citesi:i~ .:as::another :example ::of: ;:~eveJ:opment 2of~lproduct'\ix:elated~ features. 
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~~-:,~o.r.~~i~o?~;c=~ ~~e~b,!-!: ·~,~~r.~~,:t~~~;~C?;15~S~~,-:~t-:;~~to~9.~;~Y;:
useful .. in-.netwo~k"eonfigurations,.or ,.in_some,-,te:cminal ~eCJ.uipmen~ ... .,...For,. "." 

........... ', .. '.., .. ,.'-.., '-...... c .~~ .... ~",., .. _ .... , __ , _ .. H-.' • ..," ..... _ .J ..... ,_,~),,,~_,,,,,,-,,_,,,,,,,,, __ • .....,. ...... .,. ~_~~_W~I"""~J. .. '~~.A~._ • ...". .... v~ 

.~.;,~~;:; ~~ .:.~~:,tl~S;~~~~::,,~p~ ,~.~c:~~=-=;h~o~~?r;:~~~. ~R.c~;~~.:~;~~~~c;~.::':o 
design."eould~satis£y needs,. ranging.. from~,key' _ telephone ... contro.llers ,ul>,to 

,.'...- ....... , ..... ___ #_'''' • ..., .. _.~ _. "_,\"., __ ',,, .. ". ~ ... ", ,.', ..... _ .. ~ .. '-I.)-V), .• ,.,..--,,;,· ........ ' .. Jl ........ __ ~~."J __ .... )to...._ •• ,..I.~~I00 ... - .... J::: .. 
cont::-~~ ~pp~~~~~~?s.~,~~:.~~~~mp~~~~s.· ~:::I.:C:.::.:~);,:-:r. .. ':t :or: ::d l"i=...l:::T~: ·<);~::.r :::):i:::~ 

.~ :. ".".; ¥~:::~v~;:!~~~~~ea~c~e:~~~g~~~ ~~:.r~!I::>~~);~d!~~~'::I~,a 
l.~~~ ~~~ u,C?!- ~~~~~~~~~;~J:~ ~S<2~l}~ep'~1.l!~=!~:,~c:ue~'~r !)~~~.~~~~~!).~ 
done before.,it_makes",.econom1c:._.sense.,to,...,commence Ulore'_specific work,,1n..,.:, 

______ ~ ",_ .... ,.., on .... ~ ........ # .... / ...... ,,.1 _ \~i,' ,,, ........... , .. ~_ .4 ........... ~ ...... ,.V ..... ~.,,___ 0..... ...~ _._ .. ..,/.... __ -.;,:. ... ~"":~ v .. ,.... . ........... 

the:!~c~.p~~~~;~~st&n;;t~e~~.::~d~~,;,.~~,&t~~:,~~~4)::lOH~!~i:~r!.r..~~~:):;c.~ 
testimony of Dr. McK8.y", (tr._,9014~9098J~does",not rebue.-the \showin&-of ..... >~ 

~ .,..J ........ ,"'""v""" .... , ... , ....... ~.,,.J_'J •. _.,1 .. _",' · __ ~·w __ ..... "'111_ Jj,/,. .... /4Jo .....,_ .. _-.1_- ............ ""A._,-JlwJV_'/'t 

the s.ta£f_and others? based\on~a review ... of ..... the,"'actual.~cases,,. .... that there 
..... ~ ... - .... , .... ~,.. .. --- ~ ...... '- .......... ' _ ........ ' ..... *","- M_ 1t("I~·>--·--·"'--(::, ... --· ',,~ .. i""_'~","'t- ,!t ...... rII • ..t .... ""'~~,_t~ ... 

is in ·ma,ny_ins.tances a~ comparability between: R&FDand .. SD&D,-..,. ... 1».. scenario_. 
~/. .. ...... ----,- .... - ......... , .. ...) -",. '/OJ" • -_\..! ... ! .. t '-,_,., .... ', ........ :....;....,,."'~."' ... c __ .. .,.'-.. .... ,,., _ ...... )-.I ... ",:}'" v~ ~j .... ~t....J. 

in ~~~.~,'.pe~~?U.-:! ~,~~~~~w~Po~~~ti.l~o~~r~~~E 6;0~!Ee~ ~~.t:~;:::: 
sp;-~~,~~~~!=h.:~~o~~~f":!~!~;;:~ ,~~~;g~~~~:~at~~~~E ~0';! 'y"r 

unrealistic. !he real world is found' in Exl:dbit 3-1~.':=!;~~J~=c.~~~~~2:~:.:!;1 
manu.oal~ for Bell.Labs,. ... which.demonstrates...:·a correla.tion in.certain areas 

""-. \'I..'~~< .... .1 ........... __ ............ ~ ... ..". __ , ...... ~ ... \.,. _ ..... -'_A~.-" __ ... f ......... .... "'\.,1,;. ........ "" .. _' ............ 'Jj.,~1' .. "I ... ..... 

between.. work.. conducted for'; .A:!&T.., and work conducted_for_Wes.tern Electric. ,·_.'c ..... , ............... , ... ,.,.... ~ .... \.. .... "" ...... ' .... ___ ......... ,._., :, ... ,_._ ....... ": .... ,,.~ ___ '_ ............ , .. ~ ...... .:.... ...... A.a.~ .... _·I,~'\.""'" ~""" .... _ ,,:., ... 1 .... , ..... .:....,. 

. ~. ~~~:,~~~,' P.?,~~e~:: ~~ '~~~i~~ ~8§! cJ~p~o 'f-~~(~ ~~;) ~::r!:?l:C;"~,~, :';r::':;~: 0 ... ~;:; ~=> 
-, . "TheseJ,£undamental~.development] . eases .. quite .. of~,e~. -, "'0 " <.> ,'. " ~ 

. '.. .', have-' cOUnt"e art.:f lIi- tlle case's~which'-'are...,fund·ed~'-'- .,.~ " ~..,.~~'-' 

. ,-'''; by ,Wes.tern.·;~eCtric~.u:o.der:'.the Speeif:ie;~ Des:igu:.~: :':".,:.:::::. ,~. . ( ;: ~:'~"I:' 
, .andDevelopmenteategory,. ~ For~. exampl,e",., AT&T_" ", ~ ,.- " ",",.,,~. ' .. ' ., ... ,~' . case" No:'""20l0S; ''l'Undamental~Developmentl..J 0'£""'" \,~'-"''''''-; .,' ..... ~ ..... . 
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nl~~e-::; are:: otb.~r:: areas; :::h~wever~: r~gard:ea as': secret:': :::±t!,) ±s~ctlposs:ible-: ' 
to. estimate["-pr~is·ely.'"vhat::·per2entage,::,of~tn~,:secre~yOre·Iates~tcCpr~c? 
criented~·developm.ent::>aS ag~t;~:;for~~~pi:e;c;pat:ent~b:r:emdeViees·~Vi!.fig") 
gener:b. :::appiie.it:ton;·~o~cmethc<!S;;biV1~g3o~y;net~ork app.i128.t~~noor''':i~meb 
cther use which. is not marketable. ":-:niere;;:~si:nothing;::imProp~~~'iii thej:';o.? 
Bell ;:;Sy~tem."s (p~~teeting ~i~. 1nventfo~ ')frOm,·;,piri.cY;=butV'~e~ this is 
neeessary;w;r:~e -.:.n6t;';p~eP4r~cr:to·~!presuDie thatcwhiClit·ex1'St·s inc this. are~':: 

" ~ -~"";-"~'~ .... ~.:.. '-"\ , •.•• , ..... ",'-- · .. 1 .... '- ..... r'"...., ...... ~. ,.. ....... I"\ .. ··-.R. ~'. ~t·,-.,,'I"~~,"' .. "l I~""\''''~'' -.II>. ""-O~~'~ ~ .. ,_..."",.-.... 
loS 100" pereent-·relatedVto-teleeocliiicmieat1ons-res'eareh Wh1ch""liaS ... _- ,.>'M .... .,I 

potential-::value:-:cnlY~·t~C:the:=OT~~2:aD.Ci~Wlii~hCllW!:"no8patend.a1C:wl~(Pto~.t;= 
Western:::Eleetric/ind::'its future(~ft~t..i'6ie~prodti~tsr?.;:v: . -::G :.0 ~nc~.~:':~.:~'= 

~ .•. .::. ':;:··::Reg8.rdtitg~systems:-:eng!neer±iig'::'.itCis~our oplnion that~the~ ~).~;::' 
s~e··'SO~'pereent'~di~i!o;~~e;;snoUId appiy;··cbas~ed~ on thi:sc·i-'ee~r(r;·~r.rWe: ::',':; 
should oe'~ able~to make': a?mci-~;; pree1:~ew aiioC4t±ou 11:{:'ills~)'~~~*'@i cl 

we 8.rec~ot arwa%~:;certaiD:7:'Wheth~r Pirticui~r::~esofa;llrl=kito~tl1e: sYstems 
.... ~_.~ ..... ',."' ...... 4" .... ', •• t~""~"'" ~ .. -:- ..,.·""" ..... .,..~yf:~ ,,........; .. ; ..... ~ .... "'.-:~ o"'Ij;" ! ... ,f"~O'<" ~.~.('"o"'" '\i'I""rtW'4 ."'\ ... "_"'~.~:' •• ~.~.~."" .... ~I"r engineerin'g- eate'gory:; - .... - -' .... ~~:~........ ..,- --' ........ v.. .;.... "'....... "" " ....... :.l -. ,;;I •• ,.. - -- - - - , ... 

~.~: .~,_,.. ..'"" ~ .. _ r." ... ,. "': ""r",·'''' 'I' .', .......... ""' ,~" _1,1""'" _ ........ :II'orI-r"f'".",,'" ~ .. , ... r ~ \ "..tI',.,. .... ~-:..... ...., I,' j/'l,.~ _, :::'. :"',.., "~""'II' __ .... ~ ..... -· ... t'heJ·case which- shows the;; clearest "'product' rel~aticti;: d1seuS'se<t" 
....~,..". or V -.,.... ..' r _ .... ,... • ...,>, ", ~ 

abOve~"i's a:systemsoengl.neeriiigc.ase -rCase;b:3'88·9'6~.;;,~}~eiS°i:~WMeb.~~Y';'=:)" 
diselosure was; ~~fu~ed:·:·{s~~-foOtnot~320~':ippe~ tOCbe$i~tea:s~.teDg!i1:eei:t.'ilg 
cases or at le~~:'tP~e?,ntiin:~;lemen~s:~~~:.e:~SYs~ms:~·~~~~~~.rl:ng:1!see. tr • 

..... ,.-"_" ....... _ .. '_~ .... Ir ""~_"K"~'h ~ ...... ;<" ..... _ .~ .... ~ ..... , ..... , . ...J ... +_ .. , ......... ,,.I: ... ~(,)..; .. J"....,."'. 
8482). A disallowanee::.should~Oe made:whieh:,¢:]J.<;.C'ov:er-.;J:Such ·nondisclosure, 
nct as a penalty ~:-beea:;'.s~~ad:iie bear?ihe i:f.f~t:(~ biirden cf 

... , ~:: ~ ::,. ~ . .'~,~':..., ~..:.. ~.J\r :",::"" _ ;.;.~.:: :"'!.1;....u...,~::.;.. ,,:. " ' . .,." ..... "vi ~ ... () I#- ,0 (.'t.:v .... : 

showing its expenseS';under~ the !l.!eens~contraet:;;r,eas:onab-.l:e-.;;-;2'';'V; 
'.'~"" " '.J.,.,.,.... ~- "'t' •. ,ow .. t~"""""'" ... .: ; '/"'''''''' \' \ \:'.""\-' ..... ~ j" ... "',' ,~~ __ ,-, ~ ~':" 

On the" ·other:b.and;':.we: !l'is'ag:ee"'with' Mr .• " 'HumphreX'~~l>ropcsed 
... \ ",'T' ...... ..,:. ",VI'~ :..· ....... ,:.;,>v _.1.';".1-..<\,. ~ ..:.:..:..':.:)_t./;,.,C, ~.J.._::;"'.io~ .. .J ........ ~ ...1..'-.-

disallowanc:es"'in:.;th~.~ ~~"netwo~·.:eng1~~e:d:ng~q(c:.ategol:y.:'=<'1>;ttt,~o~systems 
engineering) .t:£/;. ~CJ.-earii, ~ ~the~ ;dir.~ei:jf.s'e; of;:s.u'cli:)·~orl(=~~. 

_ ~. • • .J f' ••• ' .. ' ~...... _' ..... " .... ;,_ ...... ~1 ... ' ..... M. "\., :"......... tI I... \,1 ~ '.,J .. )., ... .. l". :.J\.,J..,.oJl"; 

improvemen~ cf. the ·ne.twork~ :an<i!.:any<;posSibl:e;.:produet)~app~ca.ti:on is 
... ''";, ..... ~"'·:-'!P'"~r"""I"l·'·''''~~ ~, ...... ,-,. ...... -~ ... _ . ., ...... :-.~ :",\("\~I"r~ "':1" fA"';"'''''' 

consequential. _~We. ;eeogtrl:~~:':t~t.., mex:!!ly.·~l;abel1.ng· ~a: p.:t:.~;J,e~~~&~~etwork 
.... "" .... __ ..... " ........... , ........... _ .... ~ .. ,.I ... V_ ...... _ 1 ..... ·W,..I,p_"v:>_ ... _..; ... '_::;;I...o ....... '_ ... 

engineering" doeS: 1iot:.:. make;:1.t:\So~·/~but ~.gexier8:1z rev::teW)~of:.:tb.f.s c:.ategory 
- "W' .. - .' '-,...-. __ ~., ,_,,"'\0,..'...... ... ':. ~ ..... '). ~- .... :.,. .. ".7l-'''· .,. :._,,4t ...... ,.., 't .. :' ..... ,r.( :.C' ':\ ,. 

and the staff- te.stimon'}("eouueet,ed" ,wi.th:'tr.:eonyi:nee:s:us:;th:a:t ;the expense 
................. ..-•.. 0'" ~ ....... ~: .. -' ... " ••. ~J •. l+-.I.,. ... .,.I ;..J')I ...... ~_....,. '-J .... _ ~ •• ..J ............ Jy _·\,.i ~.:... ... ," •• ~J.,.,. .,A'""I 

is of primary and:~db:ect·~bene£it :to 'the..r~O!Cs:-.:. ~\t~~t ,;;,;C,i2 ~:-:::/.::.c: 
.......... ~ ;-:,:...... -', ~,\:- , ... ~-:.. .. .. ~: .... ,~ .. ->".. .....';. ,"'~ "'~.,-.:-" ~ rt ~·~.:,\~"~::-r ... ' :" .e,"I.:., ... '/:. 

w On two' :~ca;.ions:} Mr;': ,HUDiphiey:~~t.ate(f:tha~~:·'f:'O:,h-!S'-~:ax,atx#s9 he 
. made no dist:tnc~ion:·~b:e:eween::.'.'l>r~o~ctS'~:~av:~il,abl~ ~o·'~t~e~ .f;ublic 

and those useful"'cnly'as'-part: 'of·'tne' ba;sic/·te·rep~o~e2r'P..~~t. 
('I'r. 7220; 7277 et ~.) He further stated: tha:t:'thiS'wwas true even 

,'.~: .·if: ~it·eould .be):sliO~t :'00:: (Oneo.ther"" than, -BeU··;'Labs. ;~a:s performing, 
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Regarding quality assurance,' we are cODV:tnceCi2tliae2the.£'~or~ 
~~u"~f -- ...... -~,. 0"':"'- r ... ' ... ·"- ... ,· .-~ . ....,~ .. ~~ .. ,. . .,... .... - "'111--.""'-- .... -'\:::J ,., ... .t ........ ~1I: .. foo :>.~,..-,. ...,.. .. ~ 

done ·\mder~tb.!s caae":[s "'of""direc't benef:tt to'?ac:tf1c "and the other arcs. 
7"', ::~! J' ....... -:. .. .......... J -,' ~\ - ..... ,~, -~. • ... , .... 1...... ... ... """".~j -, .~ yP ~: ~ , ..... ..-t" .. '"" - .~"'\ I"~-~" r:.~~~ \ -:},""!"''' ~..,: .. 

It should be ~not'ed; 'l1owever;' ~that the""sta£f'·w!tness"'was:'""understand'ably 
,._ ,.' , r-.,.. __ -h+' ............ ,-;~, .... "','" _a~,.~,~,,-.·":', ... ,:,~,.: .... I ..... ':.· .. I ..... ··· ... ~,~)· ... ·..;...;:.T_" ... ,...·_-'··:"':_r'4_...,..,-..-<,·,,,..· 

influenced'in 'Ol:s aeternWlationby' 'the"'unava:r:I'abn:tty of"'tne 'We'stem'" • 
"', -.• " ""' ~,c .. , ....... ' ro-, ......... , ... ',..., .. ' .......... I"¥-'"....... '"," .• - .... : ....... "'" 7 •• "".~ .. "_':.,..,...,."r-'r.t'l,..r .' ~.\ ........... ::. ...... ·, .. \_,t- .. " ... r 

Electric-ftm4ed'"quality ·'control. cas~' ~ma;ter:ral":-""We' -recognize ·"its· 'probable 
s~itiV:ttY 'CaD:d-the:':f.c't';:th.&t' 'non~ ~f'''::it- ~i$':r~t:ep~y;~'~i=d~dj:~:::bUt''::£f' 

.. On -.' ', ..... - ........... ' "'1_' ....... "., ...... "-'''' ·I·':~·· ."\-., .... -.. ,.,.., . .,. .... ·.: .. " ...... jC\r ......... 'r·, '''I'....: .. '· .... ·i·...,.:· ... . ,'.~ .. , "~." .. , •••.• -+' ... ~ ~ .. \ 

we areto--continue'"to"rec:ogn:£Ze qu:al1ty~:as'suran:ce ~as a1:e'g:[timate -rate"-
• r~ ........ ft. "r.. ..~--;;". "". '''''''''' ., ........... "-.'''''''1'', . :-, '_.,.... ..... _("'I~-)""-"'''':'~.'''' .• ~'." ... '"':"l.'~"""'. " .. ~ ................ 

payer 'expense''':tn fature··-investigatioxis,. 'at least"'. ~s:amp:t1Iigpo'f'-' qU:a:l:tty 
c:ontrol.ma.teri'al-:·shoutd~be',:.ud~·~aviiiab·:te for'~compariio;;,; ~ses in 
future investigation on this subject. ;:;:~:,¥,,::,_:,,:; • .:.:; 

It would defeat 1:be:':-p~p~se~~:oft:crual~":ti~a;~Cig%r Western 
Electric: to fund it;22( such,~d~,.;;~cf;~it::~;:: ... ~~eturer to

approve, not on its own behalr,'but::~~n~.:-behait::d~!~~he:~r~~;iii:t:~er" (the 
........ ' ............ 'oj ... _. _,\, .... I .• J.I( ~ _ ......... ..,..." (' ... _! ... ....., .... 

otC) the quality .of, the,"pr~uc.ts .... ~.,'O'nd~x:.,the,J~res~nt J~y.s.tem,", quality 
........ ' ........ .1;_ .......... ,,', __ ...... .J M _ • .-. .. ,....:: .. 11 .... _~.l-""-".~.I-.. '-' ___ oJ. __ ...... __ ,,..\..Jo ... ,: .. _~ 

assurance personnel Can stop a :shi-pmen:t £rom: Westel:Xbr.El:ec.1:ric to· an' cre. 
'the work described in this ar.eti':by:-Mr";~~~:ts::{S!:o:E:!*X:"'ee1? value to the 

.J. ... ~ ...... ,_ "II _"""" i..~I"'""_W"""w.;\,I";'...,,;~ _~ ... C,; .... _.,JIt.""';.A 

arcs.. While we are willing, to- dtSaUow; ind1v.ich:iali':expenses: under this, 
program brought to; :our:a.ttei:ltioli:'lWhfc:h: :are:-.!;demonst;ra:ted~ :to~:rbe 1:D.appro-

. (+' .~ ~ ..... fI"o~ ~ ~ ""i ~ .. t. _~ ... or· . 

priate, the quality assurance pr~~3 _:~ ;~~~,~~?;<~PE~~~ 'characterized 
simply as quality control for Western :E!ectric.:o':: ~~:~:,,:::,:;::! .. -:!~-;:: 

Regud ing p-at~t administration::: ~'b~'ed; upC;u~:i~e'i£ic' s 
exphn~t::&;d(;f' it~: ':fUlldirii;':~~:riir:m1lkej tiC;··~tsiflowan-ce:. !)1Jb.ile. 

, .... ~~ 
M:r.. Htzmpbrey' s rec:ommendation may be sound from a theoretical standpoiXlt, 

""'f"', -;.. - .... -i""I...,. .. ,..~·'·\ '''~'''--''''\''''''~~~ ~o-:-

it apparently would result ~~~~,:~!e~~~~~!~£4S~~~;:;'~~~ more than 
under the present procedures.. :::r~.7.'::,::.c.q;:)C:·v:-::.t::::.c!l=!. 

,,-')~,,-,...,-r(~ .. ,...,.,...-~..,.~ .... ? 
In.conclus.1on ,.concerning...Bell 'tabs';:' ~w,e: xeC:dgn:tz:e.: :~t Pacific 

.. ",.'., ___ ,I ... ~ _ _ .... ____ oIo-J._ ~ ... '~.#o _. _ ....... _".~_ wi ..... _.l ,01' ......... ' __ ..... .,. ..... ".... -.1_ ...... __ ..;. 

is part of a high-tecbnol~:cfDdu$tty.~d>::that .. we: :should' ;;.alX0W' Pac:ific 
........ "".",,,"~,,,, ~'-"·"'I:·""':"'''\'.o;:. -...-, ........ r"- .. ,.~ .. ,/'~: ... - .... \,.M· ....... ~"-. 

to support research ~ ana "deve'Iopaiei:it ::,to: ::1.ts:;oetie.f!t' :a1:id~~the:, 1l1t:lmate 
lI"!'·~"".IO"'''·''''.''"·",, 0#> ... ~ .. .,11",,"".t....,. __ Io,f ... '"WI"_ ..... w .... A. 

benefit o£:·its~~tepayerSr;:~·. 0\1r' purpoSei here.llas~ibeen::to·.attempt to 
separate that portion of such work or primary benefit to Pacific and 
its ratepayers from work of primary benefit to AT&T:, the AT&T' shareholder, 

--o-r~.Ji,eatem..Ei.e~tr1c .. , _" . ... r ..... -.", ___ ·.'''~, ..... ~ •• ":',.-::...., .. ~, .• ".-' .. .,..( ... ""'.0 ... ·.>,...; "''''0·''''':-''' ~\~.~ 
•• ' ... _ ..... __ '....i •. ,.. ....• \.,.,,"'_ ...... -. , __ ..... ~ ... ,..t", ....... ,_ • ..Itv.," .. ~.~ .... ~ t."_,, ........ > .. """'~I· .... 't':, .. ~,;..J, ... \;.j ..... WI!'\. •• ...:. .... '.; ........ _ . ..J'~ J';", .,;_.... ~ 

~:.~--:; ..... ('".~._~~~~ ~.)~~J.:-:-~Ir'+~ ~~ ... :5:~~I~~' ": .. ,,:~ ~~""!':-~ ~~~~_~~~::~ ..... ~,,.~~: ~~~~~ ~::.!".e~r.J:)· ,1'd·· 
• . • A, -', .-, , •• I' '.)" j-,..... . .... ~'.", .... - r~ r ..... ,~ ..... _.: .• , - "\ - 1'"""","- ~ ."~" ..... "" j'- .. 

22/:- We -'recogn:[ze that'-we' cann:ot~t'el:l·A:r&T'··h'ow:·~px:o~~ .. sb~l~:.b:e: 
funded and that our purpose ,is to . determ:tne' -at:lowable-expenses 

~',,:- "£or.'::sett1ng~.a.te$;:;however,: · .. theCataff'~"S';.argum'en~'waS~ha:t·..:.th'is \;.;,:: 
expense ~.:ts !;;approprlat.e1y..:£tmded<:by, ;the:ma:nU£acturer~ -;;t;';'z O:.JD -

.. ;,::.,::~,~. ;)C- ~:~~ .. r:ol~.l:~~i'i:C ':::!)~!):~:!:.~7..r~~ 
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. ~ ,::: : ,:,,~..Legal Depa.rtment::Gexclusi"V~\of ;-anti.t.'rust.):J:":':: :'0:l~l':c::;;c~~.:::, ;:!.:::::~= 
Antitrust Lawsuit Expense 
Washington Offiee 
Controller's. Depal:tment --...,~ ..... ~ ~ f'-' ..... M' 

Executive Depa:rt1Zlent::""" .:..;,. .. .:.. .. -- - ........ J. 

-- ..... , .. ""Iro..~~ t..,~'.'-""'-)""~ ""-.-..., A) ....... ~~·\,.f ... ~} 

Miscellaneous.'-reeoamendat':Lons-'nor-:far.t1ng into· either the 
,_':product relation" or "investor interest" eat...!g~_conc~ 'expenditu.;es_ 
: connected =with:.. :: , :: : 
_~ ~ .. , ..... :': ;-~~-: .... JC'.~\:.... ':' ", ... :~.:~: ~~:-•• ::.~y\.'-O : ~~!:.::::-::;C'~~~: ~' 

.,,:: .. ,:,":~:-:: :Human~.:Resources=& Developalent and EEOC ~n!ltes.,:: : 
ftTs:r:m:ovfOg--~Y"fVi,,,,·,,,~es., ' .... -: ~ =..:r--==: ... , ...... - ... .. --. I,f --r"--"" ,.~". "') <.)~t::':!'':;'~~~:r:Z 

,:.'~: ... :~, c: 'Taxes-:\: ederal' atid--New' York State • 
..... ;:,.": :~ .. ~.:;: '::v:', l"l; .. '.'; .,~ ,,' ~o.:·;~':::-"'<\:! :.:; ... ..:;)::~~ 
;·~·:::.::.:'t: As Wiih:~il I.abs~:~e:.:~ll attempt to decide whether "th.e.;:::~,;:-(:s 
acti~ties in ~~~7~ea are;;ir~p'~~Y borne by the ratepayer::~~::;;~"::: o~:~,~ 
~~:t,t..~~~96 eO~§Ji~: ?ver ,-g,q :'~~~~s~; It we' ~~i~~~ ~~~~~~\:~~~~ ~~..:;~~;~ 
a~·time :we will.::.rioiG,'enu.nciat:e'·(rUl.es. or principles applicab~~:::in:c: :\.::.=,.:o:;:"!~ 

~~: ~p~oceedf~~~~ since ~~;mift~ what :-C?~i~i?rii~~it~fci~':ii= ~~~J~~£ o~~::~ 
- ~".'. - ~~ ~ - ' .. ~ • • ",,-.. I, .... • ........... \. ; ..... "- t 4 -.'-';.:.:~ • 

BDp~on.e~_may sii:gI.~~out ano~~r~!~Ch· suggests the opposite con~lus:;oD!:::':; 
. ~'':'.. :. ~ . . r ::: .. ~-, .. :, ~ ,.. I .. I-'C" ~ ~t!:,j"'::: ~/~\!~}f'_ ~CC-~J':"" 

~~~~'~~:~e g~~~~~~ea. ,::~~~:,~rtantly, a department-by-d~~~~~; 
detem;nation '1$:::better thaii'.:ac:one~at .. a-time BDP' analysis beeause~DP$-:':' 
~~~~<i~~tantly~~~fr~d or ~rtii~ted and new ones begun .. ;::.~Ari8=r~:;i~g::;~~ 

• "- ''10. ... , ....... ~ ......... _ ~ ... "'-.,. -: I .110..',. ~"f'''' .. , I - 1,'" .... _' .. '( .... ' __ I ..... _-, ...... ' - .... '- ._ .. ..........,. .. 

BDPs:·:Qne.:at a ti:me<:would, therefor'e'? at best,. produce a re$uJ;ti:.wlU.eh .... ~l:"..:i: • 
. "~--:'''''' .>-'\:.... . ::::-,.. .-.,:'j :;.,; ..... ~ . ~,':o#' • o~·:~~J.·· .. r. ""f· •. ~ ..... ,~~ ... ~t'c,f"'.~ 
would:.·:t>e aCClJ:r~e ;fol::-:one p.~iD.t;:m: ;.time only • ;""~:*,_;,,,,-;,,~;'" ~~:~ .\~:::~~::'::~ ~ 

"'" ;. , " .... "," ~ ... ... ..... ,_ ..... ~ .. '"'" .. "" ~ ,"\.., ...... _ t .'"'-................... ... ..... .,..1 ." - ...... '10.1 _" _ .. ,l.; ................... __ ... . 

-:. ~.:. ,~.~ ,;,. c.: !he. ~pl:,~c:.t, relaC:on'.'·~ c:ategory concern:tng:ctnevMarketing; .:""::~7;';5' 
..... , .... ) ",-",-" ,,_ .. ",.~ ........ _\ ,-.., ~~~ ~-1'-'" 'l~ """ ........ \ .... "'-"',,_ ... ~ ~ .... N.'.~"~ ~ .... 

Ciis~omer .. .5ernees:;:':anc':"'Eng1D.eer·ing..and Network Servtces",~~ep.t::s ... -is-~ 
-! • , .... , ""'; .......... ......' ... """..... _' .... 0 ...... . J ......... ' .. *"_~_ 

PE~~d:: as a disallowance in future eases only, on the S:8Ille'! theory.'(that 
Mr~. Humphrey p;z::oposed<this ;:tl:eatment~; for Bell Labs' adjustments. ,.;j;,:W:e; 
;ej-;;-t= thi-=S ;pp;;~~ for the ~e ;;;son we did so' with Bell labs: that 

, ¥ 

we deal not with ~acccnmting-: cbaDges'!,;::.for'~&'t: but.:hoW"~'tnUch:~lof\~the 

license contra~t::is\~r~~nib.l'i~b.t)';!.~~~~o5~a~i~~~:s~-r~~~i'i~r~~, regardless. 
___ , __ "" .~_ ..... ,_ >l ......... ) •• _ ...... ",-," .. _, .. J _ ........ _ ..... , •• ,_ •• ·IJ_ ...... I ... ""<_ .... _~_'t .. , ....... , _ .. ....... :,)/.,Ji .... 

of how AT&T (or Pacific) sho~~~c~unt~:;f~,r:.:lth~:expen~tur~s:.:.c: Expenses 
not properly chargeable to the ratepayers will be. the subject,.:of a 

_.""-.,.. .. ...... '~ ...... .... ~!j..: ...... ~c:, :~~c!..·: .. "!~'Vv ..... 
pres'ent:"disallowance in this proceeding"",b .... ,··~· ... o C"" -;..~':'.c~,.,,..~ .. ~-o<;' 

-' >: '::' .. :: .. ~.:. on~-piob1;·eti?common-:~to ': 8i:F';depi~~iieS:~a~v~li~~'~~i~a of 
; ...... -' .... , - ••• ", _-.., 0# ' 

al~g:,,:~~e.:rhead. Apparently for accounting, convenience, AT&T, 
t>laced most office ovex:heacl ~llSes into two accounts., The st'aff 

'. '-;~ ~ .-\: . .;).. ~,;.. ~ ~~cc~ ;';':;ZQt,.,,:"JV\v' .... 

determined that a more~eaJ..'is:t'icas:se5'sment,,:~ctrue;,;expendit:m::es, on a 
--~--~-- . 



km/ks 

depart:nental basis would' be obtained by realloc.at£:hg overhead among.' the 
departments in proportion to total amount expended~ Witness O'Rourke 
thus ac.c.omplished the: .£oJ:J:owi'ng::overheacr~eO:isertbtlt~on .(1Exhibit 28&, 
'I-'l..l 3"1:") .Sl2!",:0~3: j .. ';:':~~W!f~ :'~::!!f:=1~a.A. .. 
~ e ... ',,;:::>1:,:::0. co.:::;;::J:.ri~z£,,~~' 

Ax.Uff LI~T~ :OO .. ~~!)G: ~",,!,9iJ:o"!'=.:-:o~ 
~ - ~~ :l.l~"""";';_ .... I'Vr..r: 1:'\"'~' --""~"fV~ 

• .. ........ .:.)..j.~40..J _.;.,""::.~ __ ..... _ .... <N-.JJ-I"-.A 

, ~ ~ ~ r. _ ~ '. • e _. .,..,. ~Scheclule .. ot, Oy:erhead(;\Al1~.at1oni"''''' ,...,. r ~., .... ~ ;. \f '." __ ._ ...... _ ..... ~ ... '_."'_ '::.',.,.. __ .... :..A ... __ ... _.~~I_...,;....,.~ ... ~,Jt" ....... -V .... ....t~ ..... J .... v~ .. o#.;.~""' ..... ~--'~~ ....... 

---_ ...... ~.,.--.-.-- .. :.----'-----.----'.'~ 



!he amolJIlts:i"D::t:h:e. tabte·ta;r:e ~t:a];S;~dr<no:~ Pac:t'Sic::' s share 
• 0~:"::J~:'; ~)~= ::.: ~~;::r,J..:~!,,"~~ ··r:!~2 ... -:!)CX~ =.n~.:r;col~.)v~:> 

of the bl.lliIlgs .•. ~ ;"~~·''''J.·\r -'-.,l':- ." .... "- ... .,..,,~ .. ~,= .. ·~ ......... c· 0"; ,>~.~.:;~'''''~~''1''.t:''-1f' .... ''' 
.. _-.!" ..,f-wiJo .... ,..0 -...- __ ' .... :;:t."" ... \.,.~ _ .. _ ...J_ ... _ -'.f_ _ v .... ::J:J _ ' • .IJ_._"".""',,..I 

Pacific did not submit any rebuttal to: 'i.t11:ts! r.es;ll:oea.tion~ . 
and we adopt it:25~ 8?Amolmtsfor departmenta:l::~expe~?<tuoted hereafter 
include the redrifriOUted overheacl:s::.::~~~or;!Speci£1c:~udge.t'ary amounts,. 
recommended disallowances, and adopud:-:amoUnts ;,::,se4!'~~:table' in 
$eet;ion V of .thi;~':On'. :,z·x;::::;.t.c::'):: ~~:;.l\-::::)2 

, c. _ ~ ' .. "'. ~- ... -. ""' - -. .,.. ... 1 -

B. An Overview '-6f '~oduct Development" Argumen:~s' 
,,_h' ~'-~ ~ ~'~!he' -s&f-~ees ,·t1ii:1i8.'rke·ting~;'·· Cust'om~"?:Serird~~ and? Engineering 
ancfifetWork~servfd;;i15epa~-enis~!;~:~c":irit:~gr~r p?ir2S"~i:!:the)'1!eir;syst"eDii: 
proati2"i de~ei~pm~ni);~~e:s:;:; ::(~bit c·286,;~~P..':: ;j'-~9-;)?;;:)f:ctt~<r· i;::fffe:::"f1:et:' 
that "product teams" have been formed;' .~':'-,;", .~ ,CSS: ~"!:c'':::-~xZ> .I!:)bf::'::: "~..: 

: ;~: .. ::'·~·:"Pr~·2t;-:t~ ~~r~~l:c~mprl-ie~ ::O:f·:-p:~;som.i'"e!·~!;f"fou?·:itia:;,yS: 
- -.>-' ::. :-;:.disCipl"ines,.wi'thitl: the.: BeU.., System :.who :studyr~:":::::oc .<::: ;--:':':':.~=: 

"."' , .. product- or .concept,-X'elat1ve,,..to· .. thei'r ~~spec:tiy'e, ;._"",.. .... , ..... ~!"', •• 

· .' expertise: - 'Members' of'produet--t'eam'S' include ,~,.",, __ -, ... o·. _I.... . w_o 

.. ' ..... :~representatives' from:::XI&t:.'s ':Marl<:etitig~:: ::~r.:;::. ~::: .:;:';'.:: '~ .. :: :~:: 

.' Administ:t:ative._C,. .Customer _Serv:ices,,, Engineer.ing, \ .... '~. ' .. ~ .... :- ~ ~ .. 
· - "and Network 5ervices,--Controlrers""Departments', ,-/ . ..- . . _..1_,.,. '.)~ 

~':-BTL:~and~WesteJ:U \Electric:..:::.:.)::.the:::members· ~of.:a:::~.:';):·::'~ c:: :: 2: IC<c"~...,::·:;· 
• _a.' ' .. product team. ,change,.as .. a.. ,produc1:, .. pr.ogr,es,ses. ('f~om; ~ I "_, ~~.' .'~ ... _,.". • 

.... _. . eonc'ept, .. ~t'o'manufaC:ture;'~to"·1titroductron'-i~to~"tne" '. ·. __ -'-.I_'V~ .• ; 

., .. -: ...... · .. ·.ma:rket ,place .. :.::::In ~:ther:early phaSes ':0£, deve:];opmentrJ: • ;;;3i.:~·-:::::1:::;C' 
the ,..p~oductteam. willhaye. need f·o.r, the. _ ~:. ::>. ,', ",," ,"'. ::.') :~:::':; :::,':.:: 
tecimo!og:tc::al, v eXperei's'e ~of the'-team members'from······, 

~: .. 'BTL,~, :Engineering.·:andlNetwork ·:services:and:.::Customer ::;,::;:~ :'::C'C::-:::::-, 
. Services.;. _as: -;the .. product ~,becomes. more. tangible._".,",: "."" ~ .·" .... ~.r"~ 
~the teanl'members'from Vest'ern' Erectric,~-Controller's " . ..J_ •• '_"' • 

. ::and.:Admini'strative C~partmenes: will'q>lay. a:~;:~);;oc:7.C:· ~:,,;.:).::~.,;v 

'" _ . dominant .. role ..... The,!respousibil.ities ... of ~.the .. " ~ _. . ... ~._'~',' _ ..... ..:#_ 
"product' te~ continue ··throu~9U:t·· -the''-!i.~e'~o·f· the .... - ~, ... - .... ::' 

product .::to ::J..'Xlclude· ·.pro£itabl.l"1:~ analYSJ;.s'.::and ~o.= ;~':,; . .:: :: .. ~.:; ~.~; 
competitive position a:naly.sis.which~define .. or.." ':.. ~., ... ~ , .... "'" 

• 0-" . assure tlle'-advantage' of-marketing th'e' pro<luc:t';· ... v ~ " .. .,J ••••• - ,,~ 
r. "~ .+ ........ .- ... .,,:_ ... ~ .... r,--;~,..~ .. , ... "'-_ ..... ... _: ... ,:..~_ ... ~ ~, ... ,.: ... 'f....-..r'IIo.,· ...... ·.-.#- "::',::', ......... __ "\ 

.' "The '-experis'es -:t:c:curred'''by'' the - roduct' -t'eams ,.. ·membe·rs· .. .., " - " ....... ' .. 
" . .: :£rom/.AI&'t:.are:"ch.al:ged~to .the-J-±censee-;:comp·an±es:-:~:: .. ·:"" :':0 ;-~~~.;j~-:;:c 

as License Contrac.t expense. !he expeus.es. of... ~ . . 
members from Western Electric are recovered ..... -.:, ,:.').::::::' ;· .. -:.2:!":':;(:o 
through. Western's sale of products. The expenses 

.. _____ ~.-.~._-_o,f_B.:rJ-_~.e_r~s;2:Y-e .. r!t.d.l~-~J.ablY-~r~o.tt!_~;~.e~.~_~::-" ____ . _. ___ _ 
-' ..... ~~D:~:z:~~~ :~c:u~;\:~~¥~~ Y; :~~~~ ~ .. ~!st\~~,. :"i~r: • .').l:.)~'::' ~~~;,,:::.,';:::~:': <):::: \~ 

';". :.~For the ::tese(period;:th~;:s.ta£f,:.has~:detem1tied t:hAto::~ ::":;'.~. 
< : ';'., ~·tbe:Ma:rket±ng,; ..:Cu:stome':t"::servi'ces:;..:and:.:Eng£nee:r:i:n.g:~;:;-~.::.;-:; ~ 

. :;, and..:Network:~Serviees::.Dep.artment:.eac:b,,~!per£orm :wOrk':':=: ::,,;::? 
•• L~("j .. :'.: ," _,,:"r. f~' .. t/~ . ::-,:~" .. ~,:t-~:-'(-~·.l,C" :~".I~''':'',\~1.')2 ~~\.'~::e~~ I")~r. 'If!,.r;i:~~)~~r.-~::~f':'3: 
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.. ' ',. ~ ;:: .. £ng;i:neerj;ng:andrcNetwo:z::k;o~.:~ :'::::.::. • ;:;0.:J~C.l",·ol':i:~,z:"::b ::X).J!:~):=,o~:)-= 
Services Department 538:1 661.,...: ~ -, ~ .. T _ ;.... "\~ . . _. ,... . .' .. ~/o ... o~_,,_ G 

~~.:~~;x -:;J:. ":.: ;:(7):,;:tCO S ~)v:·).: j ;;S;l:]:;~~Y" ~~s.~"'~';:V'"!'~N() • r:..~ • E. 
> :;, .:: ~_- ::: ;: .... :.~:~ ~~:. ~~~y':~~~e}~~s=~a~t;;,~~;~~~~~~s-;~c:w:t~~t>~;.:ne-pro-auct
. team~hich. .. are, .:t:elated .. "t~_ tlle~ .. cl~~elopPl~t .... c?'f...n~~~ .. prot4-ue.ts .. ~ '!are, ~s;r.mueh .. _ 

~- -' _ "-. .. '" - .- _ "'~.;. •• _. _I .... -' .... w' ........ ;.'... ...~ ' .... J .... ,>A. _ ......... _10,0- , .. ",,", ., .. ¥.~';) ... ", __ .:.;__ _ "",,:.,J...,.!-,"",,; ..;..:.:>~ ~ .. _0 IV ... :":'''.. f..} ..... ...,. 

a .. c~:nent. o.~ .p:coduct,,:c_oSt .a.S;:~e _:raw.,~e~!lf.s: ~t:,om ... wh" i~., ,.tl?-e,·p.ro~~;; ..... _ ',,_ ..., ....... _ ' ........ ,.,~.1 __ .,.". .L~ .. _ ....... \., .• """ ......... _ .... \.,."J..~~IIo_1 .... ,_._..,JV ....... ~ _, .... _j,.,1~l..j_,.''' ... J .... "."i __ ...,;.,)';..)'.".1 __ 

is made". (Exhibit 286-, p. 3-30·)':""'-0;:;" t'""~.,,,c.C ,,,"v..,,.r '"."""",,,., .. .., ...... .0., ....... ".1'1 •• ,~,..:~ 
"IW'"",.,~_ ..... ,*,-",:;;. ';'1 .-,.-.. v~ • .A.,I.J"-;J.J ..... -'~o.pJ ;".; .. "", 'tIII'~J-wI 

Pac,if.ic,t'do~s._1lo.t _~is'pute r.the . ., exi.s~enc.e ",o,f, .. p,ro.d~c~ .. teams'~. but. 
"'.oI .. J.,. ............... 1 ........ ,. __ •. ""VV~ .... _.jl--:-........ ) ",/:·:''''::_~ ... '_~J,j.\,..I-'' : ..... '.; .... "J' ! ....... J..~_.J ... ..,.ti~V~~ 

takes the positiou·..that cthe ;;sta££; dcies~ uot: unders.tandtlthett.~ction? 

nor the function;,: ~t.~th~ dep~~riient~~~he'i;',ei~e:~~nt:~ .~ae.~¥:~&' s pos.it.ion 
__ ,...)._'~ .. "..1, .l, ".. -, .... ~ _~, •••• _ "¥ __ , .... ~ ..... t", -. ...... .....~ _ •.• ) ... ~J ....... ,..... • .)t:.,..I>r"; _ .)'11...:.- .. J 

is (1) that the staff faUed~·:to:;:determlne:;the: vaJ.u~£o~:J:he:caet1vities . 
to Pacific; (2'Y~t';J:h~~ rsUP~~~1:::iec:e:r:v:~~, ~'"'r.~fi ~~~t~;~~~~s area 

,.. .::" ....... ,) .... __ ~ ... ,....}'...... ',,. _.J .. .... V_ ... .. ."\o,,/V ,,-.,...,..'_ ",", '" _ ... "" .r~ _"t Ti • ...,,::.>~... a.,i ...... ~ 

enable it to understand ::cUstomer,.-n:eedsiJancb::de.vtse:off.e:J:i-ngs:0lot· 
'-, ! •• 

"products") ~~~?l~:;sj~~~~~€e~~~~a~~);S;~~f.~#&ft1v~i".lf:5l;f; sern.ce 
offerings, invent~:ri:es~ and ;~~i.'Ves;' o£~erv±ee :offer~,. :and:.t:measure . 

results of sal,es;7ef~£:o.;ts~i. ('if ~th4t~ t"i:((i:~.b.it )~~ttie,i?~fiUn~iistood' the 
,.!"-'_ .. '.~_.J"""JM"~.,, ,~ . .i.' .. ... "Io1t-f. ... ..... ...,J •• """_~,..I. ... '~~,,,,,,,, ... ..:~_)""""'~~u_v~ ......... _,:..J ... 

purpose and ,:,:e£fect~:of;·;much.~o£·:.the;mataial:,:he ,:;examinecl;:Z( 4 ):':that many 
" .' .. " •. ,... -·'r,·1 r _, ,.~ , .... ,' "" ....... ".." t ..,.~ ... ~ ....., ...... .- >,,~...(..t .... ".~ •.••• 1":"'-"\ ~v_,,? . 

"products" i~,en~,i:£:i~AS' _sUch: .. b~;"~~:f>;wi~e:ss =~;~Ro~k~j~~e ;a~lly 
...... --~ .... ~ ..... ,_,_,. ... _ • ...; ,,-" ........ ·"""· __ ..... 0WI0 .......... _,f ... V_t!'. >P.i-A-..,.I ... .J. .\0..<_.:..)"\...16 .... :..1 •• " .... I.I. ... :;}-...,; !) ...... _ 

network components. an<i,:of.llo: lock-d .. n:JeV.'alue! to'..;Westex:n=.:.El:ec.tri:c; in . 
••• ,,. '" I .. ,. ....... ,'" ~,. 

other words, the. stAf·f.~2o~~ed'_--the:~erm~~~sYs:t.em~:~th~sp~e):~ie products;. 
... ' .... _ ...... _ .. d.~ ...... _~ ·.;I_,~_ ..... .-.0 ............... ...,.,..:,4 ..... ·:. • ...,~ ... __ .... v.J i .. ~_,.1 _ ... ~J.J ... ~T¥t 

(S) that the staffi£a:lled :.to. cpnSider: .:the:c~£fec::t-.cof d:ts:::.r:ecoa:imend.ations 
0'0. the c.ost of sei.v:t~~.;: ":and::(6} J:ha~~~" ~~den~e: ,,:d.o·~; ~O:€::s1:tpport the 

.... _. __ ..... __ ... )~.It_ n .. a.\. .... I,. __ I..,:.~"O".wi~ ~ .. l ~J _ ... '..",." ... ,j._,V.J~ :J#t .. .-I .::J~-.J .......... h.,. 

staff t s th~~~;:~~t ~~:z:~e~~(,~d~ ~~s~~~e~d..:;..~~E:t~~~y;~d~c.:o,under
pricing of Weste:rn::iZl;eetrlc,:produets:. O~( Se~':£gener.alIY'';·~a:o:f:f1c t s 
openinO' brief pp"'-::3i::'5~;:f) !)t::: ~;·i<:.:!~g::~ :"1';.-::::0:) ~~':'!:SI~'::~ '.?!z 

0- , ~'._J.=~~,1 J0,JJ;': ,~~J':' ':; .. ~-:-':~0~,':; .r.:'!tJ=%!),,,'r .=:o-::t ~-::!.C.:~C'1 
~ .,~".,"" ..... ". .... 00_"""" •• --r!"~ .... o--·"" ~o ...... \.'J" -. ' ....... jA .. .,.,a,,,,, ,.: ..... "'to...,.".:..,,·' '-.':'...J .... ,i.. •• "-'d..~ ...... :) ~::.l .. ~ • .(,:,,_, ... ,l.-~ '~:"'... _ ,"l .. \.£", 0 , ... ",. .. :"'1..,; '10..,.;;,"" ... ~ .. ...., _ ... ~ 

'~'-:"·-I~:~:· .. ~ ;~l! .... M':-~ ...... r- : ...... ~.-,-': ... ~1"""- ;.l"\-~V()~'~-· <.')""':"~. _~~~ ~~t) 
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., 
:r; 

There: :±s::: ~1lO .. seP:BZat~; breakdown~: f o~:.ftp:r<?duc.t3 :teams:.".:{.:since 
<" .. ,t'~ ........ ,-.-., -.. ~""~1' - --', .,.. ..... - '_1/""'1''''....... ") r- ... - ~r ..,,' ... ~>" ,...."c 

they are interd~ent'a.J::. ~:"1'he~:S,t'a£:f',,:s:::'and~,~a:C:.:tf:tc; S7 :g:ener.al arguments 
..,/" ........ "- ..... a ..... ), ...... ,. .. Ir .... ·'.· ......... _ ... ,:' .... ~ ... _ .~"' .... I ....... _, ...... -o-IJv, ...... l.,..--' I,..t...; :..) .... _ ..... v~.:;.:.,..'_ 

in this area ~must;:be:~conside:red . .'Sepa:rately:.8$i:to.~,ea:eh ~d'epaJ:tment since 
the functions ar.e.differ.~n~, ·-.::iegax:di:n~ ~Ui{dexPrle:a-h~~~e~:iiave no 

'" , ........... ~ ... -#'o.r ~ .. ~ .... ~"" _ ......... '" _...... ....._ .... ,.10 _ ',. __ ,''';,' ';.1 .... • ... -,...1"- ~ ~: ... _ _ .,,.._ It~_ .... JI..,J\...~ .... 

price evidence before:: :'u.s;;.-;;and, ~±ro .any: :ev.ent:.,6~aSl.:we.l~haVe:'ljpl:ey±ous ly 
outlined in some;; deta:1;l-; ~o~ :~biec.t1~ew.~u.·:,):b.i=s;1>.r:oce.e~11:tg: ~~~~ 

" ..... "' .... ,r ..... _~ ,.:0.,.:..;.;."' ............ ~ _ ..:. . .,. _ ......... "" ,,_ ,Tot • .., , ... ;.".l •• i,. .. ~ ... J. .. ;.....~ ~ ..J"' .. .."u ......... '';'" ..... __ ...... 

dete:mine Pacifie~ s .operating/~expens~ :tevel. ;:f.O:J:::'J::ev.enue;;=r.equirement 

Purposes llot':to ~fore~~ ~Westeri-':E:te"c;trlc}~rl~e~;:eVf~o~\o:o:'.i: 0 ~ . 
, ,.~: .. ,~·~-~....:.,t_>+> ~ ......... ', ~~ ,:_,);;.: .. :..~,:...,/..~ :::.";_~.,.. "~:~~;'I:'~"""~*:> ~: .. ;-:': c. Marketin&·D~ent·,~,! '." ,::,-'~ ·~""r:·~"'-"'-c·'·.'1' ...... ···-.·.\·,: ... ',·v ,...,.l .. , : ..... ..;;;;;;;._=,;;;,,;,;=;;;,;;,~ __ ;;.~=-;;;;;..;~;;;;;;.;;;._ ...... _c .. ,Jo -.' ....... _, ... , •• ;.:J~~f-' .Ai .... ~..J .... .. :l"'''\ • ..,_-J,'_ ..... "..J ...... _ -.~ 

"r", ... ~."'.t - .~' - """..... )..,·,;· .... i ..... ,.-.-;.,... - ..... " .. - +f- ..... '- "'.\ 7 ,'~ .... ,~ ~ ~~ .. 

The At&T Market'i1lg "Departmen~";~ 7~ ... xp~,:t~p~ .. d.i~B:p~~~ growth 
~ ~ ••. ~)_ ........ I ./',.~. _ _ I.... '(..; _, ..... ,<..~ .. v J. ~ ......... ~ "'" 

following a 1973 consultant' s inves~.ig~~~on .~~d ... r~~P~.~ ~(E¥t!~it 310) 
... ~_ ~~ .,~ .... ..;.,.'- _ .-:) .... ,.,~ .... J..'1. ... ,,.,..1 ."jL../J<.,;.lo .. 

entitled "Meeting. the, _COmp.et,iti~e .. cna:rre:n&e:~p-:-:B~s-:rr(~·s:s _~e-~l 
-.-.I .....J .... y ""'_'_ .... ,_ ...... ... _ •• ,._ ..... '-'_ ... _'\,.01 -'"."' • .J~ .. , ... i( .............. ~t. ... ~-,{~..,O_J. _ ...... 

Equipment ft. The::report: ;-is::~m: ext.ens.i v:~:an:aiy-s:iS:', ~f:: ~ma~ket:ing, not o·f 

methods of funding-:or5f?f:. :wha~'p~~lC:U~ar:':p:~oQu~~~~Sho~t:cr:~~ufaetured .1 ... , .. ; .... __ ........ 1_ T"c._~"'"'. ,,.1,, .... ..-,1 .. _ ... ,...,1 __ :)"" _ "'" """'·..; ........ '.I,,~..,C. .;;".:",~r ~""''''''''''J ... ,... , 

(or, in the a:1te%Xlative:~ pm:c:hasedt):~ ~~'7s.taf£:.tS'!~omment ~that the 
...... ·N.,., ...... "", ___ ';.- ..,.. .... e ~ ....... ___ "..:~ .... ~ ..... ,_::: .. ,. ___ :"'.. j~'".J .. """ ...... ~' 

,report calls for 'the: :Be;tl:' , .:Syst~":":t_~:~~ge·· :t.l::~~.:i:t'~ .. :p:t:e~.o~ly 
_ ...... ~ ..... <1> ...... .' .... ' f~'" ",J.J .. , _ ......... _,- ••• ..". _ .... w' __ , ..,....,.,.; ............ '"'~ 0 .............. """\;.' _ ~.AV~~,. 

teclmological approach ~to' the;.teleeommuni:eation :"indtts~_:tO!~a: market 
needs .a:pproaehft ':is':~8:~easonabie''d~s~'P:~~on;:~~::~ ~:-~ r:!);~;:~.~'1!:: ;'cr.: 

::.c. .r(.' ... ~ ... ':\i ..... > .,.. ....... '_.::.;,..)'...- ~ .... ~" ..... ..:: w:-c.::.:~~ ~r.:,,:,,,!.J~:::';-:' ~;'''''~~ 
The staff :deserlbes--1:he:..£om:;div.:Esi:ons~ o£.:the:.:Mal:ke.ting, 

Department andJllatCii'-'i~e~~etid~~o~ .is:::e.~i:t~~~(EXii.tb:tt;*6~~ pp. 3:..31 
... ""' .............. ~,- ......... "' .... _..,\ .... '..J_'·f'~ .;,.4, .............. """_ ~""'-,i,.;..::.~u ...... _o~.0..J "~J., .. ~ ..... ~.;,.¥ ....... ./ 

to· 3-34)- ~'''''1'''''' ~;.o "'_(:~' __ """1_I,roj''''''',,".~ I-'-~ ~ ...... 7'.-"", .• \""",;·~ 0-~ ..,..o+ ..... c:·"::;n f)..," . ..:', .... • ".~ ..... _ _: .... ~_ .• I".. ... ..J~'.' "...J...J ..... _ • ..,.,..., ..... _ ""'_ ....... "'J>_~ ............. _..;..;..1 ........ "'·.., ... w 

~kerlng'(De~;tinent; 0 .:'!.:I-::::~,:)2:·~..:~:O;;'l ~.:~; ':':? ~j-?!J:'O,:!~ 
;,;;;;;;.;.;.=;;.;;;.I-~~;.;;;;;;.;;;;. ;,.;;;,;;;. ~.~~(~ ~~:; ..:~q :;...: ,.!':O~., :! t ::-?..;: ::':":9.., ~b :..,:;.:' 

ftTb.e:::Ma:rlc:eti;lg·])epartment :0£ A1:&T!..ha.:s: gl:O'WD.' '{:.lv l;~.c 
signfiicantly. d.n:rlze:~anc:t _::r:espons±b:f:l:l:ty ~durl'Tlg::1 0::: 
the last.:£our.;year:s .... ~_. ahe: pr:i:ma1:Y ~:reason ,£Ol:;;'O ':: C :: c 
the:growth. in ,:the. :Ma%keting: Depa-rtment'o was::.:in~-: ;';:: .~'''.r 
response to .8;1XLSllagement :pol-icy:.:x:estaeement :.,of):,;~(;·:c 
the responsibilities of the, department~. cal,ling. -r ~,~ 
for the Bell System to Change from its prev.i~J~ 
tecbnol;6gical: approach. to-: .:tlie,:-te1eeoamnmi~t:iQ~ :"~::- ,. 
indust,.-v tOo -a market:-needs', !ap~oa-1.., )-"~"'''"''''I' .. ~··· ... c-C:· -ti - '_'J< r'-' ~-.·.-I.r::I~"'.I. ....... , ... '9IfI'-.!..,.J,v ....... 

ftThe ;'org8rifiat~oj:l-~ofv ~lll;~·::d.ep'a~~n~r~~ ::p~tteriie~::::~.~ 
after a basic·- structure ~or··the "AT&T;M'ar'ket1.:ug-.,;o".
Department which was development:cand~,,:rec.ommended: -::::;.>: ,. 
by an outsid,e .. c.onsult1.ng£::r:cu~c~~s~ey:-~d"~ ",,'f t ~, .... ,: 
Company ,-' ~llC,.-·' ':_Thi,~, : e,~'1?-sulti~g :;f.i?=:m., '.was'" ¥1::.e:a~·"~~::· . ~ 
conduct .a··~dy::.of ':the'~:b~sin~. ,!S¥::t:~iI):~J::e.Ci1;i~e~\ 
market .... :.:~e: rep~:r,t, .:tha~" was:j.s~ed::'9y:th8.t\:'~~-'l;-tn.~~~ 
is entitled' ~ "Meeti-ng "the' Competitive' ~llenge' ':i-n .~J. 
Business Terminal Equipment:.. r It is evident, 



..• :'':".~'therefore:;:;,.that~the):'growthG!±U' s:i"ze:iand· opera:t~t.: 
,- expenses. of: ~this::- d~par.tme.nt ... was_-4n dir.e~.;_ ... _.. .', '.~ ~ ... ", ,,_ r' 'r/, h 

're.sponse- t"o' 'compet~eion ·the" 'Bel:1:" Sys:tetlf'wa:s-;"·cand~'?···- ,. ~'-' " ~ .. -
.. st±ll:":is :encou:c.tering' :£rom.:,(other:'111BXlufactu:rex:s:.;of ::~,::., .::.:.::~ ::~ . 

. t elec,oman.m.ieat ion, .equipment ..... .-, :the Ma.r~eting. ,_. ,~. _ : ... .., _.~ " _ ~ 
Department'-:f:s~eompOsed <of 'f~ur:·div:ts:tons· 'whl:eh~'" """/:"~ -'".- .,' ~"'_ 

: approac:hr:.the,·.eelecommu:cl catl.ons marke,t~.:.frotl1>:: ::!,::::.,:>;:~:,;;' ..:V~· ~)~.,;::-: C; 
,different,perspectives,. r •• The"f.o1lr .divis.ions,a.r.e..!""\,, _ '...",,...;. '_ ... . 
" ·tieled"Produc:t· Mana:ge.ment·~"'Market 'Mana'gement'. ,· .. i .... , '.'. -' •• ',"-- ....... ... 

Marketing>Serviees r ':8X1&: Sal:es:~'Developmen~ :,; '11let;:o;::S ~,:-:, ::,-;:-;;':.;.:i',:) 
following.. ~agraphsJ,descr.ibe·,:the~ .f'Ullction.. .of ,.the,_ .. ~ .. , _ .. __ .... 
four divi-sions:.- ,'Ihe-"e 'ense·s·'"of"·a~"1"'d'iv:ts-:tonsJ- .''';'' '<:"_\'~:>'.,~-" 
of the Marketing Depa~ent are alloea.:t:.e_d~:.t~..::..'1::h~ "':.::: ,:: :: :' ~~':~ :--.::-~ . :) 
l.icense."Contract. companies.,on.. .. the "l:elati.ve.~ .... c,·~, ........ ~ reTatiorishi . 'of 'revenue"s ; ... - -",- . ~ ,. ",~" --' ...... " ... :"". ,"\ :.'. >~ 

- -,' , ........ ". - -,. ,,6, ~~ ,-- -,..., _ , ,..~. A . .....".. ,- 'r _ .. "., .' .. " -'""f" ~ ~ t "'" _ '0 ... ,. ~ • "'t ,.......,...".. (,.- c)' of' ..... _ : • .,. I.... ,. .~"... ',.. , .. "PrOdUct'Managem:ent·Dinnou .. "·· .... ' .. ~, ... , ...... -., ...... -' ' .. ,.\ .. , ,,;. '~"""'~'.,~--

, ' ".' _ , ,<.,,' ,,~.'I·._ ""'ti.')._/"f'.\-~ ~")"':_ .,..,._: .• ,,..~~, ... \\'~~ '...., •. t' .. ~ ~"'.'_". 

"the-Product- 'Management' 'Dins ion "is "compos'ed' o'f-' - - .. . ..; -' - ~ .. ,,' . , .. 
f .... ··:.,..'·o~" ... .(· .... ~· se-.. .t·o ...... ···· Vi-· .. ·",· Co ....... m.t·-.. --:ons',,~ ,,~, .. ,',r-.• : : .. , ... ,-,' ...., ....... z:r--~'-~'''' ww.l. ,~,;.-.~.... 4oUA&M_"'~ ... ~... . _~"_ ......... , ... " .,+-0 

Services,.. .Custome:r.:, ~Switching, .Products,,; ... hicing. 'v., .~. "_,-., ., ~ ... ,' ~. 
Plans -and"Stat-fotCProduet"s';: and: Data Servi'ces' ...... _'.. ".' ;~ .. '~'''- ~j." 
,'!his ~iv:ts:ton: 'is: produCt development: oriented::~:axid. ~,::::: ''.:..:.: . ':':C;· 
is "in .the ;forefront .. £ol:' ,product, .introduction. ~"'~" .' - . _ _ -_ ~ -r.
mOnl:;orlng-p:r:Oduc:tprof:ttabil:tty"~d ~eventual-',)" ,,"'.':"'-.- ~"~,,:,,, 

'~ .' termlnation:of -a;..produc.t::.offer:i:.ng.:-::. 'Ihe."WOl:kcc::::. :,::.::,,>~,~:~O": G.~::::>~~: 
undertaken in this .division" does not, represent !~~'_. ~ ___ ..... _'"',' .,:~ 
the singular effort- 'of "o1ie"'s'eet":ton';"divi's:ton-or""~""~ ~ \,,; ".~: .... .1 .... 

-< :depa.rtment':':';:> !'h.±s. ;divis±otL>:is>:-cha:rgecLw.lth :'::j,:.~ .';;;:.".: . 
- .. coordinating.",th~.:-efforts, of .all .. pax:tic.ipants,~,.,", 'V'" __ • '~'~""(~' ~ 

... (o'ther'-A1:&Tdepartments";" BT!;'''and'·Wes·t'ertl: El:ectr:tc.')' -",,,,- -""."~ 
whose efforts are directed to development of new : ::.;.(, -z. c:: 
products or the modification of _existing('pl'!oduct,s .• ,v~: 
The division's work is principaJ.:.1y~produc·t"':t:ea.m::' -""" , 
activity which includes, the .:p.latmin'&,::for.:£eature$.~::T1 
to exl:sti.ng' ~rcxtuCts:,.;<monitorlng: .:the:~prof:i:tabflity.:: 
of produets ,"lll;:.the "market: pl:'ace r ;::anQ..,\as.s±stance $:;':: 
with pricing' prinei1>];eS: rer.at±v~'to,.:'botb; exi:sti"tlS'f..:: 
produCtis. ~dl:::products:::Utider :~evel:~ptnet;t;.. 0':: ~·I<;':;O~Z!:~':' 

.... -.' . '~"-, -~-")'-""-_('-o~>'''_ "'"J,-- ...-~ '~'.'\ ,,- ~ r ",," .~ .... "..,~,.......,.,,- .(." ... .... " ConefuS:!'"on',p' '1-'~':"''''''---)~,. .. '"''') .l "~~ -"" ... __ ¥ ..... _::~_ ...... il::. ... :~'-'~-: ...... ,J ..... .:: 

.............. ~~ ....... ::: ~!=.;, ::::I~::: ~: .. 7~~J:.::,:~:; c·~ ~~·j<.:~lG .! ':~)t~ ~ .. ,n: -::0:: 

"the- stiff-:eoncludes. r.tbai:the· e,;q,e1lS'e'i that;~:tnel:.:':;:-':';:: 
Product Management>:.1JM:s:ion'::incurs-::tn: :ttS': ·,:-::~~;.:o.-.;; 

~it{i~~~b~!:~:!ri;}~~t~ti~j~~~~~:~~<:~~:~':" ~ ......... -, ........ ,~ ................ J. ~~. " •• ~ ....... , • ..., ~ ... ,,""' ........ __ .... ,-' P.._ ... L·t ... , ..;..:., ..... _0-1 ..... ~:) 
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expl,~ratp.ii~k~(",_~'d~t.i~~B,~~'·>~?rJ(:wnfc,l1~:r-~, :~: ~ 
intended ·to·'determ::L.ne·~the -ueed'S"'tne: busineS'sd,,:~(' :,.:' V:J_ 

community has for teleeoitiEnu:iti:e.a'rton' s'erv:ree~,:-,:·::~::,:~~ 
"In order to mana~e .~tieV:t'ew.:E~f2:ai~iliarke:t.i"#ni;':)::c<)" 
di visi-on:, :has~ .diV').'CI.eO;~ ,the; :te leeommunic'at·i:on:~:..;< -:;.cy .g~:: " 
market: ;intO:: ;6~:g;roups ,wbi-cb.:;.~e) common: traits:; ::!:.:::;' 
they include nonpr~f:it~ :orgatti-zat i01lS:,~) :iny"e~t:O:ty.;": ~; -::- ~~\ 

,- ~'.' .s~it,~~e_'f~?-us,~.r..~.e_s.: ~~ c~omm~r~cial ~eD:t,e,;pri~e.~~."" ';"0;,' 
, .• '_,., "'''', ' • •. ,.1,,'1_. ~...,,,.,"""'''' • .., __ ...... "-"' ...... _'" ;.'V' .... _ .......... '_""'" ,,4 ... _;j .. I .......... .J,V~ _.,J:..,".il-l ..... 

,."Market Services Division ( Service Management. "'"""'"_ ,'. .. ('. 
c,., -~-.Di""Vinon .. -' ... ~_ .. _._."" .. , .. _ ' ........... '.,,_ .... __ .... _ -o ..... , __ "c' __ ... ~._~, ... ,,",\'j-OV"'.r.;.c::)_ ;;~-:':::;::;"~)~~t.:J"~ 

~- -'," _ ... ~ • <'," .'~" .. '~: ........ C' .... " ...... : ..... ; ,....~, .. : "':l.ol""l " .. ',..~{",.,....:I"'", ,~.""'''I; ..• '''' ~''''''"~\' .. r''''' __ '·':-I'':;'''': ",r"-. -. ,- - - "!he 'Market "Sern;ces~ 'Dl. viSion' devel:0ps'''' and-;: manages' -"'~ ., .. '.,...... ~ .... 
.. "-, _ .:- sem,ce:: :o:ff.e:t:.ings:: :t~~1nsure :tb.at:.~:s.:erv:i-ce:s.::,~,e-:::! ::: ::';.:-~:; ::':.::: :: ,~.:: ;~~ :);.: 

.re.spons.iY~,_to_ ~rflse,t ~e~~sand~.th;a.t,..pr.1,~t~g·:. '.:- -:." ~.,\_.~ .. ,,_, r "." 

. "1>?'l:~e;es"arepro itab.Le'.";' In,.l·a<1c1i.tion!. .... tu;;I.;s--····j -v -'~'~"'-' -.., \'-

-:: ~_., -:diy:l.s:l.on:·p'roy:ide:s:·~eneral::- AT.&!: market:l.ng ~s~p~rt·)':C"· -:':0 :.~:: ,:)~)(: ;:';', 
activities'including product and.market research, . _ . 

.... : ciistooie'r :ancf :eompeti-t:rve~ r·esea-ich:,:· :eConOuiic ~~:.:;; ::.~ ": '~l ':: .. ~ 0 ~. :.'...; \r::,' ~; 

.' :: .:trends'I"xsyst.ematized)·,data, :~s ,~: ,~~t:dinat.i,on,. .c'. ':'.',::' -::: :'; ;;:}:'~ ':;, ~ .,,: 

o,;~. :~~~~,~;~:~::~~ :~d~~ :~~~~:~~~~ot.~g~;}?;~~~~.:~ 0-:');" ;:':J:"'-:'~:~:;; :,:,)::>::'.~ 
"This division .also performs the market research . .._. 1(," '., on: 'res~:tereritral': ~8.rid::·long- 'distance:'-cuitcine:i:s'1nUch • .. ':'0.: .:; ,:~ :::-:.... - " 

, .: ~:: the' S;Sme~::as:~MarJc.et:,Ma.nagement::~l)iy:i·S;ion'::lpe;t:"£:~~ ~;;::o.;::>~,~ :'_~.: :~C;~. 
on business customers. The: ~es~arc1:l. i~s. 'pu.?~h~!i. ~ ... ' .... " .... , ~',~ 
as Market Plans, Service Pl:ans·,~ and·"Mirket,,, ... ; "-'~''''' --, .,. ~"'-:'." ~ 
Strategies, •.. ~. ~ ....... ,..:. "o"~ '''!o.'._"",,,,~ .,-:· ... ~r_- ... ~' ..... ,_" ......... r-

....... 1 ... _.:..) .... ~_ ..... ~ __ ~..:)\..,;,~,~I..,..." ~,.I,. ... , ...... _.lt."l ... ~ •• _ J .... .o' .... , __ { ... .J .... 

~" - A ., ~ ..... , .... P'":......'"). r~:' .·_("·r-;-o..... HI"~"""'"'' .\~ .... ,..".~~'*I,,"' ... I:,.,.,.A "Sales "'J.leve-Ioptnen't;-'DJ;.VJ.Sion~"'-~.·' .... ~"",,,,~.,:..;~:... ,\"-~ .. ;-.:!;.,,,, 
'.... '., ...... ~ , ...... ' _,.~ ... _ .. '"' ... _, . ..)c-=:c· ~c':':~}: . .J.~::..:.."'t::::~o.:' 0::>..:\tO-:C 

"The Sal~s) :Deyel~pment ,Piy:i:si~n~.s:, 'p~rpos,e i,s-.!:t~c:, ~:::':. 
assist,oper:at:ing ~teleph~ne:-:C9Q\p8.1l'i.es:;,,;in (becom1n~::,::.~ 
more effe<:.tiy~ .in·::tb.eir.\~sales: e£f~:r:t:s: •. ~:·:'Ihe~ ~':Z:,· ~:':'c 
maj or functions.:,perf,ormed~:incl~de-J .deyelop:ing,\c0 :--::: ~':..: 
sales action':1'rog:rams.::and,,:guidelines;:~that~ :s:uppor-t: .. ;.\:: 
market; ,and: .p~oduet:; :plans)!,being,;<intr.Odu~~<by \1:b.e:-,::,:,:) 
operatin,g;tel.ephone~ .. companie.s: • .::' -.l'his·:~divis:ion,:" ?,o)':' :::' 

also provides: guidance:: ~tothe~ :te:l-ephone:;. "c:ompanie:s~~ c, 
for restr.uctur,ing: .;the::sa-les: .·and: ~customer: ;Se.rv:i'(:;e::,,;:C-~ 
funct,ion which: :-.inelude{s.;) ,gu1des~·on" :se:lee.t:ing:,.."1'; . ..r::::.::o':) 

... '. ,t:rainin~,..~? c~~p~~~~.~ .for .. sa~~s,..an<;.,,~,~~~e ",._ ' .... persotlIlel~.;' ....... _, .. _._." ... .,.., .... '- '"'" \~".,._ .. ..J ... ,-;)- .... ~ •. ,.~,~.~- .< •• 

~.:."::..~:;-ft~e~etOpment work ."of: 1:1Us :Ql.-V:tif'otr e.ov"irss ~: 0 :3 ;:~;'! ,,~; .:./3: ~.~.;- ,2':;; 

principally~ :.tr,aiDi n g: ~materials .. ~ .rJ!he:-rtnat~r:ial::s ~~j, ::.; :: 0 ;-:").~:~.~ .~' >:: 
covkex: _~ .. :l~~ .. s~t"l7.ataf :.~(_~opi,cs~r~~:a:~d"'::5~~_t:~e"""'","'.~_"!1 ,~---
mar et"~-ng - ort:o .~ ~1ooUe- :~l>_e_x:at~~~~~:~,P,~op;e' ~ ~ ~ ~:.;~ ~~ compan.:z.es. .. _." ... ::i ..... - ....... '.,,1 .... - .. ~.~~" f,' ... · ..... .,·_;,..) -... t: ', ..... ~ .... -.,.A. ..... -.)j~, 
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"Conclusion - Marketing- Depa.rtment :"'.-:;~:.:':i::'::: 0:: :::?;:::,~ :::'; 
"The Marketing:: .Department: ~enga:geS:>~'a~iviti:'e'S: ~~.:'.'::'~) 
that reJ.ate; to::·:t~ ~evelopment :~·:prodUees;;~hieh';-:::!.::;: 
are maD'O-factured-:: :by: ,Wes..tem:.: lEl:ectrle;(tt"; "el ':>i..:, ;).:.:.: 'v::):~':': 

Edward"' :~l~;~~in,~' 1)':r~:e-eci,:~:) ~o?, Pf~it~t:;l.ii;,a~g~~tE~~h AT&T's 

Marketing DepartrD.~~:te¥t·fff~tth~~t; :&i-~~~~i;:rcirivtii,~;~t?#ities of 
-~- ....... --

the Department. were-primarilY"of. benefit,.'to,.Pa.cifie an-cC;the .other OTCs. 
'~_I,:" .... -;~ .... " _ ••..• \ ...... , .... , ... ,~ ... _ ........ '_~ .. ,_,"'_\.., "" ..... __ '- ... ',-"'_ ~ .... , ... ~-"' ..... _ ...... ' .. 0 ... 

He stated that the,:,p~.·!:se:l":ttr>roduC::tm:ana'gement:~!iS:~~:market·:f:ng~ term used 
by a number of diff~~t'";~d~ti{;iS;,~d'~~[tfheo~:~~~~'0:of all 

w_ ... ~_ .. , .. -,.; ___ ~ __ .... .......... .. ,J_ ... w ____ ..... '- _-. _ ....... -' .S .. __ -..~ ... ~ . 
. aspects of prOduct7:Or :ha.l:-dware'·; tiSeo:· by:~tlle:\;O~Cs':·to?~r>royi~~"'t~riffed 
service offerriL:~~·~;i~~d~ii~a·,tb.~:.>'~~h:ik:~b;ts:Gf·:~~~cessitated g -.1_ • ........ __ "; ..... _ ... _.~:...- .... ..- ... 8?=" .. _ ... __ .:.. .... ,-,~\.. __ ............. ~g\I""_ ......... _ 
by (1) general avs:flabitrty;~f~ ;:inexPen'st:v~~omput::[n~:~power-:':Whl.ch 
necessitates more c~~~~ti~~O~Iie~i~i'!~~s~:io. ::;e-g:cfniie~~(1e;J services; 
(2) inflation, :~ehcde~~&i~i <i~~i;::·'~i:.~f( ~°tis't-::~~tt3tl~lin 

."_' ",_._c_", __ ,_ ....... ~ ............. _ ~ .. ,_~ .... __ J.,: •. _)"-._ ... _., ... '( ... _ ...... -1> •• 8", 

installation, '. ,~~~i~~'~\~cp f~.Y,~~~~(:~~~.>.:.~~~~~~"l:~.?~~:(". !r~ this 
regard, he saia ,c~bit:,30l;~ p'~, :6.)'~:~ "'_ ~.:'::~"~,~"~~:~ r~':'~:;:".~·~,~ ::-: 

....... " ...... _" _ • •• J "., .... ,,-".......... ~_' ... ..;. II ... '.J"-,, ., ~:"-",.l..,..,1.,... -' ,,)~ _;"""".4- •. ',.,L;. 

\ 
"There is increasing competition faced by ·the::~;~::!~'::';2 

Operviadting TeleI?hone
i 
Com~~~~,~!II:~.q~~~i-e~ ... ~h..O ::!~,:".~.2 'i 

pro e. commuru.cat on, pr~\,I.I.I.~s-an\,l.-se ·c;.es-t~ ~ ......... 
custome'rs~,: ~In~'~addition:,.:.: 'there .:are';';~tner)'Common~ ~.';~,~" 
carriers: :wno ~provid'e::' ~:i.n:tra:s'tat:e:,.and ~::tnters:t'a:t,e~:~ i: '2 ;..:'::. 

private line· servfces> :tn.' .~irect::,::compet:tt:ron~:: ~~) ~I-:;O:;: 
with .~rat:in$'·Te~phon~':-Co~Y:~~~~ff~,cr.::··~~:: :'~(I ..:<:' 
serviee, ,off~rl.ngs... ,-, :The··pPerating·".Te1:ephone. _.....:;:-...;.,' 
Company 'mUSt~ :eonQx;":l0usly1'adapt- CtO: ~e:e~'.:itSel.f: ~);:,:: . .c.;:: 
in. pos1t1ou~'w:Lth:"rie~ tar,iffed:;('.servfc'e~~off~.r:i:ngs?,,,::::,'C"o 
pr:l.cing'".:options;-··:and::SaJ:es (;Strat'e'g'iesl, t()J;)":VO";.C; c::,;.~:, 
compete:-witb.: ~~hese~:.:org~za~ons"- :in~:pro.v::tdi'Ug: ~-:: ::0:
cormmmi"c:a.t:i'ons:) :service:s,::'1:o 'itS·· :eust"omers=.~'::·:o:,:: :Xi'; •. :'1 

The -~~~&e{f~dtiV!tiCis;~~~ri~fa:rf%~J Jr)'T&£J:~~;kid, to ., ...... ". ....... c~ ... ~-. 
make full use of hi:&~~ q~J-J.~e.? :~.P.e_c~_l~S:.t.:s" • .:=~e;~~rket Management, 
Division of the ::clepartmen1:):ana.lyzeS=~ma:z::ket?,:~·ginents{,i ~su'chxa:s::~ 

"trans ;~~':\ ~~ li~~ei:'?;il;: ~~;;:tf~:Ui~~:::: 
airli~es,- 'truc'k'ing 'raiIio"ads,"etc: ~ - - ~ '. # ~;l;:'~;;;'; 

"distribution, which is.£ur:tJle~,s·egmented.,.into "'~.~~"'2" 
food ehains, discount -Sto'rei~-' ·cata:J.:oria:l:'e'sTetc::' ..... '" 

1..',........ ~ •. -.,~, "' ... -_ ..... ,..,", "\ " ~ ... , - .~ r (y("\ ,~ .. "IL'\_ ...... -,', '-:-;C'~t -..~~,..,. ..... C, ti 

"l:'esiden~--.. ,W1i!en a's:'"~~ ~'" -"-ented~-rnt~, ,; '~, :::;:. ~';: 
various. ~eeOtlOmrc':' 'ou ''S; .:~ '$:0 ' .. ,.a'e2 :.; .~-~:' ~ 
and ind'oaie-~"'" (EXhioit ·for;R.p.~1.9.-r· - .1, >7 ",g c.J ......... :J .... A 

~6--(' ;.')-



The studies ~t::~hY..~~~~<;:~t.~~~~.E; ~1:~~<;~:.~~~eJ7PTCs. 
!he purpose is <:to:"deveIo~~ula.rket.,:~:strateg:reS:·:fo:r eacn fmar12et':'s"egment. 

~ '\ _.'"'" _ ...... ",~-, ..... , - r,.,,-I< ....... r.,-. ~<I- • ....,._r,"" c.,; ... ,..,.,~ ......... ~ ··.,.......,..r.:.1J ... ' 

III this regard ·the _W!tD.ess"~coriiaieIits :(J3i :,pari).~" ~ :'. :;... ...~~:::;:: .......... ,. __ ,....,# ... _~ ..... " .• ~L,_ ..... '4~_ ....... ~~, ")."'1' .,._ .. _ ......... _ • ..,_~.XLo#' ~ .. o .. _f ... .., __ ~., 

"If, ::in,:1:b.e ~:process' of' s':tudy:tti.:g:.:::tlie'~m8.rket c~le8ment~;:'::: 
there is a need (or·app'I:reation·(·id'ent~:Ef'iecr'-?for':;:: c ,. ~:o 
which there ~::t$ ::not,. a::tari;£fe<i: solul::::ion ':'currently .;,;;'~ ':: 
available, :'·~a ; genera;I=~st"a:temerit Of.::thf-sl ~:rdenti.f:r:ed::~'~ 
customer: need is: :prepared~; =nlis ::s'tat~erit.::; ::-..:-:::::'::,:.f ~ 
addresses the specific communications '"needs om , .. '-~ 

. this market .,segment; but does -not, indicate ~what:-, ,-',' 
"""-"tile-nardware-sol1itfon'ought to be. The statement ~" 

. -merely ·:aesc~isesthe ~ emerging ·commun:tcat:ions:p:;<:-:~'~2;':~: ',.'-': ' ,:~~. ,1::-

'=d~;~~o~;~~~~t:fi~:~e~~in~;i~i~~ d~~d:ri~~:"? ~:. ;'" C,' ~ ~ .. ~: 
~"ru;= staie~en~;:'.;Mch·\{::~~f~erie~::ici ;~;>.i~:~o.~ :0: ~.~ .. ;::.,:,": . .':;:,~-:: 

:: c' ···.~:,.Funet·:tonaI:~oduct~:oNeea r.:, ~:rs: transmitted, to::the> .,:,'::_';:;:::"0-::;;::.( 

... Product. and_Service ·ManagementyDivision for· (",~ .. r~ ." - ~'.""" .... , ..... 
•. ,'- evalUation' of" alternat:tve'''soIut'ions''wn£eb: -could - - .,' ......... ..; ..... ,-. '-'" 

satisfy,:the •. ::ideutit'.ied,'::needs;~rtt;=(EXh1bit',;;301~;'::~::::c-:,·c, :'::' .. :);.~:::"::::;r.;.:> 
1> .... 11" :.emnhasis ..added...} ~ ... 0'· ..... ~ "', :. v.-) ,..,...... ~ ., .... "co"': ~ :. Y n .... ~"'.,"" .... ~' ~.--=--~ ....... _ ... _ .... '''; _~""';."."P .. ,:~ _ •. :.J~-._' ~.~,"",." .. _ _~ ... I..., .... :.:.t'_' ... ' ..... _ ~~ 

. Regarding s~f.;:~~sS:~.~".Rour1Cefs ~vi:ew:.·o:f: .the-::abo~e~'::pr'oee"ss>,~ the 
witness stafe~·~ "bit:tiat:li ",tb.'1t:';i '":::2iti':t;~ ~ria1;"i~,rfi~:o~C~to meet em:p_ ... \.~_ .......... .." ......... , ..... _.;.,~~"; .... _ .. _ ....... J_ .. , ... ~_~"..,_ ,,F~,> .. ~_. _ ... , ... "J ...... _ .. ("J 

cocmn.m1cations ;~ueeds '"8n<i!.'identif.y .~C:onimUil:f:c:at!::ton$Cpro'bl_} :no.t to. further 
I··~;'.·;·'·'"···"·'\..~I·' "~-", ....... ,,,,-,,~, ... ~ ....... -."'" ·f'""'>_I) .... ';-) ..... l 0,- t.,....,rr.· , ... -,)~ .. '."-. . 

the interest ·of~the-pr~':s;:~~~p~~~,~: j~Ei~~~~.~;~i;i~~t1;f.~Ollowing 
examples as results·:or:. the,;..work :--=::. ;: ~;:,..: :'.:~:;.:: ;:';:';S ':: 0 ~~ ~.\.: ':'0': ~~ -:oc£~ 

" [pJI~iIig··:aD:d=~;2oiilne-U&tro~:i3r{t~~l~b.e~g;D~~:' 
PhoneCente:r ~.·S,t'ore·s; .whel:e. ; customers ::have"" a ~Clian2e ~~ 
to'see:and.:·· ,.'out,a~va:i:[et '~~of::tar:(f£ed(seMces;; 
befo:re':~a:~·ChOiee . .:::.'~:nJ.s:_m "thod'-o,~-'-' :,~.~.':~ ~.:~ ~ ";,: 
distributiou.ois~IeSs:cost1:' "'fo:r~tlie"~O ·er.it:Ui ~':.:,~.:;::~ 
Tele hone:CO ' . "y;:rovrde~~a ·tiiore·~e£~i'eien:t,~:·~ ~~.'~ 
meaJ· for :th~sid~ce:._c.tiStomer .:to ,~b'ecome:.awi£e:,~~: 
of. avaita'ble:' . s'ervicei ,.t'ariffed :b~·;tlie . n.r\eratUig . r,:: ::, 
TeI'e")horie~CO" .. :J;;andA:::lierefo:i:e'_iesuli~~!ri:rower::~: 
char~es 'to"~~tome:r~-" It is'arso~!mportant"£o"-

. .:~ '::note:cth4t the ·'prodac'ts ':::of ~severar:;manufaC:ture2":s' ::..,;-S' 

~:~~~~;~i~~~~~oir ri~~'d:;:~i~t~a~~ri~~~~::;~'::::':::~":-:';' ::~:s.:;~ ~ 
particular supplier. It is ::tn-..:.:'the :~'1riterest~cc>f ~~o ;:.:r;o.;::;c..:-::.::.,.;::· .. ) 
the Operat~g TeJ.~p,ho.t?-~ ::~~pany: , .. ~d-,th.e;r~,:::-,= ;::.:.:::'; .:;;: .... :-11 
ratepa~ers.,:t? .. h:av~.;tl:~ .:~o.x:e ,:e,';f:~c~e~t:.,~~ .' ":::0',,-':;) /. 

beneconofr:u-ca.lj~~~~d,,:uft;l.()·nbe~;o,ut:~e:;Sd:a~a.~~~o.,;e.. j:-:~;-;:;:,),: 
e lots re4;l..l.ue rom... ·tter, lostr-l...,utl.on"· ~'" .~ I ,..'-

methods wiIl: . o~::to .-.the ~op'e'ratiri . :.Tele~hoi:ie.; :.:,: ~. :'."'~:.~: 
Co 

' ,., ... ,.' ,-gh" ~" " . l',r' .. , _ .. - ,g .... _, P .' .. _'d:.:J .. "._' ... ...,O •..• 
mpany, not ... t e:.sunp J.el:-o:·.,.,..~··~:·:'':..;..,.,-,~, :','" v-.·,·· .. ,~~" " ............... /-:._......,;;:.r:: .... _, ·w._" ..,\,,_~ __ {" ......................... _-..I .. -.I-' __ "~' _ 

~::.~ ~:7:o..::..:;~;'·:. :,0 ~~\::r;;;:-:: :J .. ~: ,;:0 ;;::~~~~~)~9b ::)lc;lzzoq 
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.. :' :'l'iReCOmmendat'ionS: ::0£- orgari£Zatfonal? ;Struetures.:..ror!·~ :~ 0l ::::":::l';;:; 0:'.": 

. :-..;~~,.the, A)p:eratillg. Telephone: :CompanYl;·s,al-es;cf,orees eto:::.: ~:<: 0C'::: ~ ':, :-:-:: 

, permit them to ~~~~~. ~~~ ,,1;h:~,i_rr,.c..us,t:~~krs~' ., .:;::.!' ~')_,~.", ,c','" ,,); .... '_ ....,. 
needs. For examp"e;·· .. in-I,.ile~'busfness .. ·ma:r et·'tw.s _ .. ,.,,'-, ... '.e_ O

•• "-

has;.~led:to :::the:rreorganiza.ti~n of~ the:sales.!"fo~ce .::.~ 
on a ma.rket.~.s~gment~::bas,±s:~ . .:t,hus;!enabl:ing; ,S ::; ;;"-:';":"-.;:' 

salespe,op1:e::tO:r.b:etter. U1lde.r,S:tand.~~cif:ic. - ~.':o':: :::;...: ,;':',,r 
cust;'ome.X:S:'.,.:nee,ds:.:and to:,:,r~commend.~tar,1ff,edt:.,~~(. :l:::.v.t..:. 
offerings ,;tha~;:;beS:t ,~meet th~.cneed~.;~" b~(Exhib:it:~;:J:) 
301 p'''-•. 13·' I ..... ).r, ;. ,., ," .., "" _. __ .. ...-. ~ :::0 :', ..;,..,,..... • .. "J.. '" '" _~ ...... ~ ... l.. '~,.~ " r~ ,_. " .,.~ ,<", .... _ ... , .... , ... ·_.,tIoI,,JI ••• ,.·.'-.'....I ;.,)_ ....... __ -./-.,,1 .... , ... " •• _ l., ... ~.'" •• ~_. f'*'o-~'..."J ... ,*, 

Mr "J. ~~1:-4s;.e.:r~;:d£s-~s~21!~~~Oduct,iMariagem:en€ D!-Vfsion and' 
Service Management ·:D±V:t's.ion;.~~g(;t~e:if,E$:tiifnijt1ia:t:;theii:£):lnc:~tions are 
(1) to genera~te-:caetaile(Erequ:[i:enienis;':-on~nal'f(;of':rthe:cO!CS0!or new 

~ .... :~~.~~.,:~~::):- I,..') "::::0:" ,_C-,,,:~,,~~! - .. :O~·~ ':~:.;.:r;~~;-~~:: "';~~,:-;:O~~:- ;l-',_--:' .~",: ,;.n:;~~ 

servi~s or for modificationS of existing.services~; (2) to .coordlnate 
',':~ ;~:.:.~ v: ~;~:~:::'.:'>:"":~~ >~~: ~"~ .. ::,-:,,,," .. :\-;1~·~:~~ ... d..:'';·;~ ~'''L''::~''_' 

introduction of:;,the- S;e~ees:~:by' the .O.TC;,:/and~.(,3.):sto:cP:ro.'v,'i.:.e.e-~advice and 

assistance to the.~~T~ .. ~ti,~#iX:¥S;!~~):a#.;;e~;:s~~~~e~::t~o~~~sure . 
• ,' .... _ ...... ' ........... _".,;. "J,' ... / ... .J'~ ..... '-}, ... , ... .i" ..... ~1~~ ..... ~ •• i __ .. _1 _ ...... JI\.,,: .... .., .... .I-•. .,.J ....... #i'tl •• 

continued profitab:Uj.ty: .. ~~~":Ill )this ;:.coxmecti:on::he:,I;s:tat:ed:.::::;~J.:;.::.~~ 
"If there is no. existing or J?imin~·d"~ta"'-ri:ffC:Offe~:i'ng.'::: 

. -:: to:' meet. ,~this.r:need;,; 1:heIl.t.;:the 2.Bel1':~ystem :?Pw:ehasedj ::! ;:,;:';: :;.-::'; ',;:;!:::: 
.. " _?x:oduct~' Divis.ion,.i~,_re<tUest.ed _to, ::,e~e,~~a~ai.l~b,~,e., ~.: ... ',' ~.~ '" 
,,' "General"'I'rade"SupplJ;er ~hardware··whl.eh ·1Jll:ght .. ··'·'·~ ",,~'w ':~ '.. ,~","-~", 

.'. _.::: :satisfy ~the· ,~Operat1ng;;1 e lepho~e .:Company:-~~s i::needs .';.;' (;,~' :: ;c'.':;~ .':~;:::;~':,:::, ~ 
.If _there . are' ,uo_~~neral Tr~de:',.pr~duc,t,s,,.,~~a;~able,,, _""_'. ~,_" .v.., 
- ,the--AX&T-Engi1:ieertng:and "Bel];\.!elephone --, .' ..• ",,-, ."~-'~'-'-'---.'-

Laboratories organizations. are:~::eques:tedoto.:r~~J~-:':):': ~~~~ ,":~'':-:'\:-:'t.:~:,,:!\~J 
evaluate ~t?-e .teau;I.(=~logie:al_and ,e~o~omic,~feasipil:i;;'y!, 
of dev:e'l:oping '"ne-w: ~r::ar.dwar.~ ; .. :) ·,~If'·th;~~, ~aIlalysis":::::: : ... ~·c:· 
resul,ts-in stro:ng ·:l;nd±ea~l.o~:' ~t'~r.cJ.wa-x:.e.~:co:o:~d'·'·~. 
be 'developed'; 'and -made. ".9:~a:i:J:-ab':te -.-:w:±thl.u, ;t~~. :<=.os;.:: ~. ~;. 
obj ecti ves detailed'" re(:rai%:emen1:s' are' .,Prepared ~ y' .,,:,.~ 
for the- 'n~":eqtiipment.;:· 'Ihes:e)1:e'qU.frements"are. -:'::':-;.:;, 
not hardWare ":designs:'.,-; :TheY-:are'·l:lot.~:a:c;subst'i1:tite·"':) '" 
for :·the; deVelopment ~;of\:equ£pmerit''';des'ignS ~a:rid 7 ~ :::1:,:1;';"; 
manufactt:n:ili"g ,data"which ~ai-e;pro'duC:ed 'a:nd'1%t:H3,'ied,: 
b --th" ----.& .. .. _,. e' ., C"!:'~'I...--"'':'\,.''· • .. ·.,0" .", , -"-"""5' ~I"' r' ro· ~ ," y - e·~ . .\Uo.I.actu'rer.'n'.:· ,. ·~ul:'t'...:·~ ";···P~:VL .'/~.'''::''~ ~-; .. 

::-: "~.--;.:~:'~':j~'''~ ,. ~,;.>",.:~:, ~~I."': ~:~ .. ~I.};~;C=,~:,::~ ~;""~,~ 0: Z~):~~~·.!~.~:j 

The "4tness £als;o.::-resp,onded :to ;~the,.b5.tB:ff,~:s cb.ar.acter,ization of 
interdepartmental:~' 'ro<:iUee " ..... ~. 'emen€~teanis-::W£t~0tne;foJ:iow1"" .. :P ~~,... .. -~~\" ~;"\,- -" "'~'n" .' ...•. _ ....... 'Y."' ..... :.~ 

.' ~ _:'.1 .. " ..;, "'- ..... ~~I .. ,)" ~ '\ ' .. , ~ ...... ... ....... ~ ..... ,.. ., _.'W W (.,. •• " .... .. ...,j :..J .... \,., _ J .... ,~.Io.. ... '; 

deseriptions of::$ome~o:f :the!Jt,eanlS;: ::':: ;': .-:::~~"::cc:..r:! 7:::;.1.:.:=>1::-::::>..c 
"The Customer 0SerV:rces:'7and:-=ing!:-neer:t1ig, ·and;'::·-::0C<~ . ~)~:i 
Network, Services =organizat"ionS'::ina:l'yze :and"!:)Y.·':·C;:~) =.\~~-: 
recommend '~ecific'~equipment ;.c·orif:rgUi.a:t£ons':-';:02:;',)~'~ 
that will ~s.a~£.sfy:.tl?:~ ,ma:],o'r.:i:tY3qf ~,~~:ome:t=. ,;:':':' ~.~.~;:: 
X'equi~ements·~·~"~E;g..: ,,· ... in -a::::~·~~t:~m~~t~e;,.e oS:X:~.':-~::'
a varl.ety of configuratious'>ofC:eqaipment O " " •• , • .;....q, •• 'N 

possible depending on the number of stations at 

-\'c-
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-: \ ~ '\ ,..,.' _0 \ .... ). ..,./', 

a customer loeat'ion,~:' the~;speeifie=featu:re:-optioXlS~O:' 
ehosen~ "the:·..8mount::' of:;' ,tra.£.fic ~ 'geuerat~d . froat:j.eacbJ: r: .. ::; 
statio~; .etc:;;.::);~ -::: ;Iu addit:ion;;~ tbis~) org8:n:1.zation. :: S~;.:~= 
also proVides:"; ese1m8.tes:.).of ·the.: amount .. : ofc; .time '0 r::~ :: \."J 

requi:red::i.n ·the Opera~g Telephone COmp.any:.t()')vo:>~,,:: 
engineer; :speeificsystemconfi."garat-ion.s.o .tOo:'. mee.t.; f:~) ~.~ 
individual:;:eustomer;:needs::':'j c: ~~:.;.:)~:.::i:-:::,:, ,::":!~ ::!::;;;:~::;.~,,:~) 

J'~ ,....... "~ ... ",. ~ ,. ...... ~ __ ;-.,~, 4" .... ',., ~. ("* .:' ' ~'" - ......... ,' r. _ ,." _ .. ,..., ,I""f .... , r, ,,,,",!' .. ~ 

"The Custouier~.:Serviees~·-·'Ins:t:al1:at:ion~:·and:'Rep'a1r;\~" ... ~·.:: 
C?rS~~o~··· ~~t~t~~ ~~~- .amo~tI ;o·f;,(~.l:m.e-·.re<t~:1::r.e·~;;~: 
Jon an .Operating.Te.I.epllone.COmpany .... f¢r; i.ts. ... :p.eoP:1:.e~:·' 0,":'. 
to iriStan.:.::~eaeh: eqUipment·"corifi:.gUrat'ion'.:a:t. a~·::,·.~-., ::-:: 
cus1?ome:t:: f·o~t.:i:o~:,:: ~:;~)r:g~tl.:o.~, ·a1.so";.;C;~:: :~~;.~. 
estlmlltes the amount of tJ.me andi the mater.:i:als.,-:: ...,;,(':' .: 
req,ui:r:ed to assure the continued' satisfaet'ory,· ........ ~ / 

.. ,' operati:On 'of': "tlie;· syst·em.: t 11U:s':;~nclude's (aet"ivit'ie$).A 
. "::",,,:~,~~ ~;.,r~~:::an~p::~Y..~~y~ ~~~.;~.<?e:-:)f.:::'c~S: ~I~::: < ::.'::,:::~':"::,,~: 

. -.' .. ,."The. .. Construction- Plans,,~.Inv:en.toryMa:c.agement .. ..- ~_,.- ,. ..... ' ...... ,.. .,. ... : .. ,. org~#t~ons-~ recommenc'tne" 'amoUnt- 'o'f\"eacn~ ...... c· ... __ I •• : '" .... ~,~ •. "-.'-
.. ... :,' .. 'eqUipment:' -eor;rponent:r the:;:.Ope"rating:J l" e1:ephone-:::~, ~) r::w 0::"~~;--~ :';::;. -:-.::" ;:: i..; 

Company should hold, ill" .its ·.inv:~ntory: ... to ... s.s.s:urey,.,..J_,..,' "" .~ . .., !<;,,'~ 
meeting customer" 'dem:ancrs'" ana 'foiJrepa:rr-purp'os'es'~~'" , .. ,.... . -~\ . r:; 

..... ", - ". '~ey"a.lsoJ~everop:;:the~ ~prOeedureS:-'fo.r :t'he::.:::·:: ;~~.: c2· • -::::v:. 
Operating Telepb.one-,Company .. to "manage.. its "r ,,....',.~ '" " :":' ')~., .. ,.:'.~'.:,' 

... inventory which is~an -es·serit:ra1:'·~element-'iri'-.'M''''''~''- '.,-". , ", .. J .,.,.~. 

, " .~ ·~ont'ro-l1:Dlg-;,the :eosts;;.of': provi'ding):s:ervi:ee;;":~ .;t,;.. :''::,:),CS 
.•• '. ,Note. ~that· the :obj eeti ve._of "this .. work . on. ,:inventory.,. ... ' .. ~ ".' : ... , . ,,,~ .. 
.. control" fs"fo:r' "the"cenefit: ·o.f -~he'"Oper'a:t!ng''''' .. ~ . .. .J_'~~',~.~'_ oJ v ... ~ 

Terepnone :Compan:ies: ~-:; it' ~s: -the.ir;.~ventory.,::\'·not ::~ ;~,):::~ 1- .... • ::: ::.;:.::: 
:: ~E7:.:~~lJ:~~.r~, ~t.:~)<.~~~ ~S:~~~ OTO:I :.;;,:: :;:.'" )>':::0",," ~:.,~~ ~.o 
.~Th.e,.Se,rvi~e .~~~~ts" .. ~g~tioD:S:'cle~el~p;"and " 'l. :'0 ' ...... ...,_ .. ~ ' .. "",: 

recommend the methodoI'~gy: and" proviae' comput'er' ~. ~ .. w,,·,. - .. - -

programs. -to-":assure-· t.h.at.'..aJ.l::~cOst,s.:tha.t: ~an:::: ::':.:.:;:: ::0 • ;:::-:.:::: : .• ;~;,,:,: .. ~.-: 
.'. Oper~ting :Telephone, Co~y: .. wilL_incu:r.. :as:s.~~iat~d._,. '''\:', ., ~.: ~. 

with: the purcllaSe~' "!nstal:lation';'ma'inrenance -anCt'- .......... :-~-. __ 0 

. ,"':.inventOry 'are: identifie<i;.:and:-:ace01.ttit'ed,,'£or.:,::il:I:iits <!l:: ;:'.:: '.),:~).;:\ .. ' 

,;:; ...... ::.C'~~:the Rat~s.and 't~if:£- P.,laDDing. OrgBl"l:iza~ions"_J ; .......... \ ~. " ,.- .~...,,,.,,. ":, 
"develop ana·proVJ.d"e'"gul:del:tne's ~for·~the· 'Qpe-r-atingi I;)" .• '._c .... _ .. ---. 

.:I-Te:t.ephone: ~.eompany :oxl;-;:the:~ecommended' payment:<>(}";:':l::: :'1:'::::)·~:"'"';. ?::L;. 

plan and rate structure for each service. .,. ,.. "", .,., r:' 
. offering." (Exhibit 301,. pp. 18-~9.)·'';'''''-C.· .qc. ~'-v~ ,::·..::c.'::'.X.:./ 

.... ," .-""~. -.:' ---- :..' '-'. .. .. "'I'\~ 11' f' ... _,a, r"f"~' ..... 1· ·-~f-",...· ....t ... , ~ ''"' ,....._ .. -" ~"\'''I "-I ~,.-.... ~ ~:):. '.'... ,_ .... r~r-"" :' 1.:, 1'. ~ 

!he' Witness pointed out'·ctnat,·'"the'·e-eaxrls" perforaC'tlleir'"'Work'onhbehalf of 
~-'<.~.,.-< . t"., ./ .......... '-."~, ..... '.~-,,,\ I.";::'; / ,:"" ... ,- \ .. ··---)"7-r .. ~· .... (', ,_ .... ....,,":.~.- ., .... 1<'~C" ':"".1"'" .,."',...c," ...... ' .. ).C4 ~~. f.',.t. .... tne OTCS; not the-m8.nU£:actUrer~" He"·lX>i:n£e(i"out':··~'""~~ -,,>, ~,,_.;; •• ,.JL.~V •• _,".~ 

'" ~ ...:: (' ,., .~ ~\ ,'~ ~~. tJ' ~. ,.:. .... ..,':' \ .... I," "'_ '." ,:~~ ... ,..:.... ,...... ';" I..,... ,,~ ... ,.. ~ s' """,," ". .'" 

"A manufacturer"specffie"s -ancrc.b:a:rge's"'a "p'r':tce'- >._OVl _v -,_C, •. , .. ,>_,,' 
for its -"hardware .::. eta; ;very =important element:. i:xf'l: ~c:) /. 
the eost··c,<>£ ~:the:':Operating";' Te:tephotie ;:Co1.Upan:y.';$'J::'':~ :: 0 
prov:t<ttng-:::serviee;,.;:;~Howeve):';>;:Ln>c:ad'dition<~to:::j:.t)::":::,:;';: 
this equipment eost, the Operating Telephone 
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Ct'\fftl"\JltTl'U'-"; .... c'"-cco:,· "'O'sts ~. 'for', .,f ..... CC'.t -:r la:"'': o .... ·~ "".,' -.'''. -0'" ".' •• ..., .c· -~rI"""'" Wt.I.~~.'W ..... ...~...., G:;L .'-'aII... '-'~ .... , .... '._'''~I .... '-.,.1.,.,_ .j.' 
rna j ntenance:, inventory ~.::;.s·elli.ng:;o p~omQt,iou';j • (;:);:: O[;:l 

taxes ~,,,,:overheads:,·:j etc.-.. ; during.:: .themarket:>l:if e:::o..::.::::.:.::t::. 
of the ·eqm.pment~o;Allr).of ·:these::-.:1:tem&}tnust:,be;c, o:::.:,~. 
recovered,~~:the %'aees~·.fo·r ;ser.vice::.:::: ~'Ihe .'p.rope:x::=';:>~:'':' 
identi£ication-:'and~'1:ecoY'ery :of:;a11 ~thes.e:-~,eos:t:,.::c,c'::;:;:.r·) 
elements are critieal to the,·profltabii:i.ty:,of:>.::y..=:5::..:: 
the Operating..,;relephone, ~.ompanye ... , I,t~"is _t~~~., ,'" "~_,, 
respons·1~1'J:ity.~~o£~ each- .Op~rati~g: :Te~~ph~rie"'~' ~ ~r-::':::,., ~::.~ 
Company,,~ ,a. ~es~nsib1:l~ty .... th.a;t;. :I:~t_ ·~~.Sl."Z~~"~·:'~, 
is inde~d:ent. of:.the7"manufa~t:arer;::. t.o:~'ni1D#,~':·:: ~~.: 
its cap:Ltal~.' inve.stm~t;·~~:t_o~ 'c0tl:trol.l?-,tS:·mex;"s;.e:s.':,,~: 
and to ensure" that"' 'lots' ''revenues'' exc:eed ... ·c;ostS'.··n . .c:- ~,",-i 
(Zxh.ibit· .. ·3·0~<··:p-~, ·Zl~)~':~~:~ ::II':;"",-~ ;..() ,:,~;:,;o::~;~:i ~.\:,:. {~~.:;!::~.;::'~~ , 

\. -;i...,J~~.:::. -N ," .. ';'- _ ~ <'I :)~').::~,_: ;::o~ ~:j: .. :J 'J.~.:...~(.; :--;,~'u'<, 0: :,,~),:..::!..r~~J": 
Accor.d~ $0 Mr;.~.~lds~ein, on~:;~'~ ~~ic~ .o:f,f~r::[ng, is 

tariffed, the Product: Managem~t: DiVirloci:::'aUcr-:;tlle':.ge-l:Vfee ·Maifagement 

Divis:ion perform "li~i;,:ey~~~: ~~~~¥':~~~~~~¥~;~¥'fJ-~~~~~~~matters 
as "tracldng "and strategies:):£or-;jmpr~;.p~of!.tabi:1:itY.';r~I:.GEXh,:t:01t 301, 
p.- -22) and other,<market1.D.g':researeh :£i:rherlorus::.:: ~;~:;;'c:>:: 'J:l·;~:.c:r.;o:( 

• , ...... ~~I ... "'" .~~.'" :,.¥. __ .. :~,-:" ';..\",_ .'...J'~~.I' I:';';: .:.";;;~J_J ':"~':t:~';O:i~;"::> ~!:.:.:j~}~~)::J 

Mr. GoldStein~.s ~te:st,imony; ~o;c.elud~s:(byj\d:i.:sc~.s;iug,):speeifie 
BDPs and his opinion ~of:' tne:·;yaJ.ue,; to"'--th'~::'::OTe~?!';c:_~~;~:? ::.~j;=;:~::::)q? 

",::'... :::'~,;;V .. ,.':-j. • ~~"::~ .. ':::)\2.~~~) r~'.:..::. ::~! t:.:,."..r/~'" ·\r7.rO~l-C~"'~::"": 

Pacific als~,.express:edi: .. the:: sam~~i:ti~·i'sm)t>.f~ ,;.th~rs~t~a.ff' S 

investigation::":ot _k'etti,li~~ ,.ii:~did~~~l~~1;:i~g·; ~o~ :~¥iF~~~i)~ rthat the 
r .. ,'"' ... ·• ...... ...>"""'~~ ...... .......... _ ..... -...J w .... __ )~ ....... ~I ____ •• y .:It.._ ..:... .. '- ..Jo.O ... .., ... ,.(J::J 

staff witness .never::eontaet:ect-~ae.ific ':s~ per:s,onne:l,;(t.o ~e:ter:mine the value 
of the work at the "OTC ·~n(f":'."'of'·· the~~spect~:: ,p,ia;f{cC1:.%itr'oCluced the 

testimony of R. .J ~_jr.o:Wn~·~ ;.pa~~f.1(iT:S?J'#.s~ant:~~£c;eJ :h~~~e~"'\~f 
-. .... - .... ' ........ ,.'-'... ->-'- \, \,~ ..... ~... ~........... i,. ,,' ' .. '.J.y '.i .... ,.J; ... -.j _ ..... ~; ;., ... ...- ..";) ,,",,~ ... .wJ,,O:':;'6_ 

Marketing. on this subj ect:.:(Exlrl:bit: .. '303;} .. ~:: A:£ter!l.1:e:v:iewin&cthe structure 
'.~ .. ,,.. -- ........... -,-,\". _'ff'W_-,.:' ... -:~ .. -, ""'("o"··'f:~"'''''''''~ J" .......... '_ ••. , ............. ~ ... __ .: ....... ~~..,.' ... ,~ 

of his departmen~ :,-anct'~it:s: -:goal's:;:: Jle~·re~e:w'ed· ;s~~e;:a:~. <::~p_e,~~~ areas 
~"< "'ft" • ..,. _,.A., ..... _"...J_ ._,,.. ....... , .' ".,, __ .... ..... ',.J... _'1""_ \..I ....... \, If _'.;... .......... "' _ _ ...J .... , ., ....... ~ .... .- ,J.:'w 

where in his :opinion.d:he;.:Al'&:t.:marketin:gl~e££orts: underf':ther:;wie,ense 
cont.ract were useful to Pacific,. such as the PhoneCen~erzst:oie concept, 

• ....,,,.,.' ..4-: .,..,. :~"""'7"''''''''''''' .",-' :.,..,...,.,_ f'r- '=~"; ......... -.':" :....._~, ",i" Ioii ... ~ ,..."""'l't 

directory a.dvertisin8:::re·s:e~cll,.'" "eo:m~and' mob~:i;t~, ... ~,eI;.ephop.e: rd'~velopments, 
................. -4_ ....... ~ ___ ..., - ... -, ..... ..... -..J .... \..<_" ..... ~_-o:.t...J,.,...-r."'" :,)' ... ,_"" .... _ .... .J ....... oIoj ( .... v ....... ~./::,,)D 

and reveIlU~ fore<:astiug~, uon~~?f-;(Wh±~h;bene£:t~;JJ~e2:D:cE~~tl::1c 
( 

~~ ;"\".,~"" ...... ," .M.. ..... r:, -i"""I- 1-~-~"·"""'''~·''''''9 .:.\. .... , .. , .......... _~~ /I"l~- r~ Exhibit 303 pp 15-2Z/' -''''~ "-".' .... M\. ... ". ~._·w"'<.r ... oJ" -'~~ ..... <J •• ~, .... "....... . 

~.. -:: _ 2: -~:. .cc . ~G2 ~lcl!i:,~Z) !l .~t:1-=1';::O 
:. ,~. ~.'" ~', .. _l'he, witness, rdeser.ibe~. _np.r.o~~ct ;ma:c.agemen~n . ~~r~ ~. _~g1ng. ~~ 
... , ... _ ..... "..,J ..... ,~, ... , '''v .; --"""''''' ___ '".'~ .. ~ .... ,-I_." ...... I.", "·.,,~.,, .. -:· .. ,WI .'.'"~",, _-.) ............. w\.) :) .• .>",)"' .... -0<;. . .(; .. ("...'J .... --."I ... ""'" -../ ... 10 .... 

the investment of Pacific,. in ~.e~u~pme~t. (1)-,, ,.,2.3)._ ,.. ~H~,,_c ... i;,e"d tp.~~ fo,l.lo~I!8 
~ 'W ....... I -' ... ....,.r ....... ...Jt.,.. __ ,..... .., "",~ .... _ .. ::>.l..J. • ..,.;. ... ,Iw,:a~+ .... 1 ..... _· ...;(j ..... ,<+ • .,,;' ...... 'J~.\-.,." 

example of work in ,this .".u~a."(~b~it,~q3;,. .. J?_,:,26.)L, .. "\.~:,: ... ,... .. ~ .... . 
L~' _ ........ 1.0, "" •• ' -"~"' _~ ... ..llo_ ..... ~, .. .;..~ .... ..,_ ....... _ ),to-!'". ....... "j ...... ,., __ •• ~~'-'4 ... J.,.~j., ," .. 

"COM KEY 4l:&,was. mtroduced;,~m·\:1977·_".T:Documents.!: ::c':: 
of adviee:;-and.'(assiseance :wer.e-:pr.ov:tded;jby: cAT&'tt) ~'J~: 
including:cost ::me,thodo-logy;~stl:a:ining.1:1n£o.~tio:n';;-::c 

'')~-::o,,-:\:-:·~~ .. ~~:,7 ;:~r.:':':;i~w,:'~)-'::'~' :)t;:~ ~ :~.!c," :,.~f,;r::~":!JJ~'~\ ;>~ ... ~,tr:· 
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rate and tariff guidelines and service strategie$ 
to indicate. what customer needs the service would 

',: ,. ·'~bes-e. ~~fin: .... c .:.:, .. ~" c ,::.::.... ~ ,1~<J ~.: .. ".""::,\.;: ),O~oor~.::f~,)/1o ,: .• ~::::~ ~\~,~ -::0~~~::;::?,f::: ,.:~ .~; ,' .. :: \r"::~"", 2 

" . :trAT&T ~also~provi:des>:produet,:.;mariageaient:(priei:rig\ ;.:,;::-::; 0 ::t:: ~>:o \: v : c:::::': 
,consultation- which ,.giyes adyice·.and assistance ·.to. _,.. : .... ;,_ ~"'_ 

·Pacifie,dS· --product Managers ~ "onprieing' ·maeters~ for' .,..; - . c. - ~ ~': ...... 
most ;-new':-serv:tceS::~: :.(:Es.timaeiou.·:of :revellue.:~£.:::-:c:::::":: :;,;-;.~ ::;,:;':':'0"::-:-

j>roduc;ng , live$, .carrying. out. ,Long, Range'·Incx:ementai~ ", .:_ .. _ .~' .~' 
AluUys:LS?'·lmaJ.yz:Uig causes'of'price-reve"r" '. ~.,",,- ~,,,- -- "-"~"""-
'ZO_,." ..... ~·l. ... st·en,..'ie~· ,',zo_ r., ... 'te' 'propo-:" 's' " ·· .... 't ... ,· r). , .. '. . .. " . .;. -U' . • :'-- , .• ~ ,. ,-'.. ,.' - '., , 
·~WV~ .... .;t--" . .J.,,;L,l.- CjAo .,~ ~ .r-v ............. '--_ .~ ...... , . .,J..,)""""~C.<." ..... ', • .,.""" ., .. Nf~'" 

"·In" addit'ion . to>th1s' kind .of.r~info.rmat:ron>;:fX'om .r:AT&t:? . c. "':e;.:: ~ ,..: :~ c' c: 
.~e, g~t ,.P;~c1;-, ixl.f~:tma:tion. ;;£ro~/Jes:te~,..~lec,t:r,ic:- I' ~::" ~-'It"'~\~:: 
Just as we do from. genera'! trade manufacturers:) ,~,.;.)- -. ". 
This information consists of detailed instructions :.0 \,";.:";"" ,. 

"': forinstalling.?",:maint8 ining anct repairingll'the.,~. <::,,"-: 
-',' equipment "ana is"proVi'ded 't<> 'us' as: 'part"'o'f',th'e'" -'- .... 

__ "1,'1'" .... "' t :1.:' __ .,.",,-~,-..,-.. ,,-.~ ..... -,~ ... .,.'''' ~"l-, .. ---~"~ ............ ,,, : ~~" ':'+':;~('1-' . .. " - . equl;pmen 'purcUi;S.;:>e.·· _, .. "v, .... _-'~· •. ,_ -,.""" •• .,.: .• '~, ........... .::) .• ..: .• --•. , .... ,~ :,;,.":".;; :-.::;c·:. 
He also ei~ed~a =spec!f£c· exampre::Of.::a: S:1tuat1:on;;1rivOttvin'g)';AZ&!ftS:;~:;:=·o,:C: 
marketing researc.1i~Wh1eh-:I'ed, Paeif£el ;;e:o-1the,::eone1us.fon' eOl~:o;f.f'er a product 

,.~',;r: .. ''''' ~:: :TtA."~ .;·:=O~1I-":~)::: O;'~=;'''':<';'~'.~.:. r>A7:',~ ,~.j :<);'\:; ,'" ... ,.:: C+:! • 
manufactured by ·an .... "inde~nden-e"c .r.a.t1:i:er :.ib.3.:c:,.;oy Wes:t,er.n~;Ele c.tri c. This. 

'---- .J_, __ _ ",,-, __ "" ,;". ......... ,l __ .... T._ ..... - ... ', ...... l~~"'''-.'''''''''''t''''''''''' ... ~"'~ 

was the ease o£::·'Q'es'tem':Eleetner.s::n!men:s:ton IOO':·:PBX"b0:;:~S.::·i:)b 
"The DIMENSION;:lOO:::PBX :~~guid, lici';~~~~~d:'ikii~u':"? ~ 
the same.~size~p:s;::¢.usiomer"~~tJ;e~o~~~:,:,~~~:;-~;~:. 
Telecom SG-l ::and:;~~.lA~BX :;l~e. -:;w¥.Ch;::Pac:~~f,e v ~ ~I:;';::: 
hl:d been . act). ~~ly~e;,~~~,~g,;...~ :.;c;a~:£f~~-:; ~ Sl'l~:;' 
Sl.nce 1974.,·,-,· ';, "," -; .:..,~,- - "., - .- '" "\":'~ w ... ~~, "" ... ,~ ","'::. -: :-.. .... ~ 

oi~. "~ •• "":.., ••• ,,, ~ " ....... "' ... "" ..... _,1,.- .• """,., ... '...Jr.' .. _.A, • ..,. ,."\",,,_ ~ __ I,t"..,"-'''''- """' ... .l ... _~~ 

"We. fe1:t'~·1t:7wouI~::·not;~·.:econom:tc.any,:,prUd'entcto;.::)7G 
o££er·::a.~second-:veru:cIe;;!n'::th:t·s 'iltne s:t'zet'an;d,J': ::l ;., 

.: ~~; thereforer;-:-run.the- risk -:o~".ereati'tlg. .undes,irable" '", ... « 

. ...ehurna:i:id 'shortened' life ·of" the T eXisting" '; -'- - .. :"' .. .. 
·'-··"':produ.ct:':"~";(Exhib::tt':::303;:cp; 3'3;;,)r'~,: 0::: ::: ...... ::.(\~) :)::.:; ::~.:.:-::: ~:)::;':.::::: 

. :·"~The;:;remA.iuder'-·ofF·th1sCW:£tne'ss~,-:·test:imony (Exh:tbit 303:? '::pp,~,.!,:,):; 

36~72'r:is:'-devoted;~to-~8na.l!yi:tng':::the~DPs;:;in;)the~'tX1a.iketing:r.a.reii which 
staff'~'witness:; 0:' Rourke~'recommende'd':>for;:dts..allowanC:ewaridcexPlaini-ng thefr 
value? in Mr. Goldstei.n "s;'op:tn1otii~to2thexOTC.;.:1: C:)C\s:~:::.: \;:c~ ;?!':=C":'!:<>:ro~ .. 

Exhibit:: 296 ~ a-:eomp11at1on: of '::BDPs. y.:consi:stsGof :;!over 400 
of them?J.I divided:~;;y:~~~gti~~, ~to:iDP~?f6f~Mi~k~tin~1~&stgmer . 

... - \ .--. .... ' __ ... •• ,_ ... ", 1. .... __ .... -..1 _:.J_ ·-r~"'."'" . __ .. _ ........ ~, ___ -"oJt..,/'w 

;' -, ...... -, .. t~ C' ,"\ ""':-:""1'::,~F."I, ~ .r. p,- .. "' ........ '\ "':.'J':" ,..,:~..... ..., ,_ ;..".: ""'.:.. ... ~ 
•• o..I~ ... 01 ......... >\ tf .. '-J.,.·- ......... ~-_ ........ i( ....... /~I '(:;.1IttI.,:.......,.~O_c .. , .. 'O\~ ... # . .A-,:j ...... 'W .... ... 

::.:: ;.~:~ .. ,;.;::::;:>-:; :~O~:0 '~'::::::' .i::'$~c, ~~C'l\;::,~c 'z.:l 1-:1::,' 
j-l·:- ~ ....... - c, ... ~ ,,,,, ...... "" ... ,.- .'("-, ..... ~ .. r.~_··,. ... ·:'·"r'r, -;').'o"-o"-.,:"' .... ",.{'~-; ~.' 
-' .. , ... ...., I" .... ...,; .-' ._1~_. \r ' .... ~ ... J. .: .. '.' ",,,,,,i~ .;..,.,{' ---'I:!-,.4. .. ........ .:.... ..... ",&..TJ~.\l1J~ ..... 

::.;--:-~ .'J~',:.\.~ .'>::: ~:::~-=~)"./C=> ·\'.::~C'~c:; ~,r:oric~ .r:·s':' t~~ :'~.c~~:J.C'C 

-71 ' - -
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::.::.:-~:';~::.',~-::~;:: ~)~":'·'Ir::~)~! j~~" ~!~~ ... "-~~)~':':'~I ::,~l-:r~C'JI= ti:x.c $:!~~ 
:;; ... ~:':':.i"i;,........ .. -:;~-::...,,, ... :~.),-: .. (>::~ ::!:",~)~,,":. ·,:,!)~o=~.:.:~ . ::r",t~".... .. -i,:t~jJr.,rr:: :0:1 

Services, EngiDeering and Network Services, and Publ.~~.f~~l.~~ons and 
Employee Informatio~ ,:·':.One:-~:BDP,;;~i"$>..:mad:e;:up::(Of~'.:s;e:v:e:x:a:lQ>.a:ge~;.c.ontai:ling a 
description mid :~he~i~als:~o~~t:h,~:~p:,~~,~:t~~n~f~it~: §~g¥~:~ data 

... ~,.. '".' ..... H __ ,,_.. • ~,~ ... ___ " _'I~.,. ..... v ' .. "'" -..J ... " ....... .l""~ ...,;O .... r VI ... _.... ..... ;;J""" .... ..... ,,; ... .,;. 

processing information:..:,v:At ;~e:cexpense:.::o£ b.r.ev.l::ty:,.);:a .... smal:.L.csampling of 
the marked.ni::BDP~:;d~~~)~: ._ri~~£ewea) }~e~-:~~J::l. ~~~ ia~~:e!'~<?.ncerned 

...... -' • - - . ..J ......... _10,.... -..) ,,.- ... ; ~ ... .I...l .. _...J .)\ ..... ~ _.." J..~............ .. ....... t:.,. r..( .... ~ .. ~_~ 
with the marketing issue:J:ely:.~uPon::·:th~l1b:i~ 'suppo:t.c.,~f=~the:i:r)~r.espective 
positions. ,Compath::ane:,.:!ntercoIlIlec:c., :fo:r. exampkeJ ~:z::~,()mmendt:a heavier 
(90 percent) di~ai~~;an~e:~o(-f~8,:~e:e~g~~~e;\=~:::.t~~~n~,~~~J based on . f * ... --' -~ ..... -'"':'." 7'" ~ ....... :.,~; ...J_' .... ~ .... -: _,\....,.0' .. :;J.-.-_. '(~ .)0.0 _ ..... U~ :JW < .. 1;" .,; ~-rl 
a reVJ.ew" 0 ~.:them~:::::.~~ ... ~.:.. :)~~;t.~ ... '::-~;!):'" ::,~ i!=~...:t!::O,:> 4~c,.:.:·~n~7:(t~r~ ... : ~lt.~ 

:aDP I2i2jOC~:-: ';niii :SD~ ts=.:recommended~:.f'6r:di~alr-o~ance by 
... ".lo_ _ ... l ,:,,:~:,: .'; ... ,'~ ... !....;' 0 ... , .v::~;..)";;v·:"r:-I': ~: ( .~)·lJ':; jI:r~'/"'~c ;:Ur>!) ! 

both the staff and Compatn and Interconnect.~; ~:,~:.I~~,:iS;en.~~~1:~~;!::/rNew 
Products,,' ::Ba;s.ie~~~and~\its ,-:'!genex:a1: des.erip.ti()n~'0 s;t.a,t,e.me1;t !:re.a~; I,,) t~,:: ;:, ~1.: . ~ 

,,' ~"-- ;: ::"D:trect' the::final'l=<ieve-lopment:;and intr0:4uet,io~'.:;~.~1::0·~ ;;!::'::'::0.!:·.:'~(:: 
,.,t~~ the .9TCsof ,new., ~P:St~olm~e.r !le~:w.orks~tc~~ng.' , .. t-' .' , 

'. '-keytelephone, PBX"'and central 'offfe'e:"prOducts \',; ~<,-,:;.:..',::-:,:,," .. ~.:..,';:'(:;:: 
designed .to,~meet the: ::;varied ::neecis; :of '~cUS:ttC?m~ ;(. :"<:~':,.: ,:");,,:: : .. :::,',,; 
spann:; ng ,the ~~EY. sma,lt,. to ~~. yery ,_,la~ge __ ,~~, .... /', _'''' ,. . ' 
sizes;,-lead die "p):oduct, Team" in~<:fev:elopment'~f"'- ., ,. 
all. supp()rtirii~l-n£oimat:ion ,.neces~~ary :'to Sperm!t·:: ~::.~-:. 
timely~form:offeri'llg --of·::new-produet·s i ... ),; c:~;=::) -~):' 
develop-new ':or"augment-eX£ititig)Produet .;;prariS',~)C :~,~.:': 
and Binders for these new products; support (".,. :)~.c,,:;: 
OICs :;.iJ:l :,;introducing ~,pr,()duc.ts ::;in :,thei:t'.:.. com~;~s,:: !) ~ ... o l' 

& in respondingte> ~RF~s.:&request~~f,or ~)p~~~ct;s) ~ ~,:: ':r 
Under ~"description "::of~;resU~ts ;~tO .. be:.: aeeOmpJ::Eshedtt'~;:i:t is 

:.f ........ _' ..: ...... ' .. ~~~',~ :;',,,-,,_, ~~·'::'I ~_):..:..::.. '" ~~7 .. ,,:::·,)_--::,?t:~:: l ..... n~';, ::~I"¥~"'~ 

stated that the goal is to reu;W;n competitiye.~ill3:proa.uc;:..~;;~rings. 
" -

Several.new termi:oal p'~oduets~are;:~mentioned.::asospeeif,i~,9~xamples.' 
:":' ;:;~:" P.aci.fie!'s::;.witnesS:::Goldste:in~.'tesEifi~d~tbat:all,jthe=~:rk~;fngs 

'~:BDPs shottld:be~-all:owedt·:as':-a::.license=cont~ac,t;:;expense,"'o;,;Hiszs~t~mel?-~~"::0 

concerning BDP'l222/0CO is:'(EY.hi:bit:::301 ... :'pp,"!c42-~31::;;t>..:o~ .:.~~.r,::1 .~):.;:S,sv 
'.!!his '~,BDP'jsupports ~aeti vities :;necessary fors thee' ':':::[xZ 
"Opex:ating. telephon~:, Company ... ~o i';\tr~duce, .!3-s" ",', ;, ,~;.' \'\5: '"', ~'_ -;,: "'" 
tariffed 'offerings:-certain .)new customer '>' .,J ..• •• ' •• \ ... .:> -"','.~ --
switching products (Key Tele~hone, PBX, etc~) 
in its serving area. Ibis effort results in 
documentation of guidelines provided to the 

,_._- ---' '~-.--~ '~'-~~~~~~fJ~{;hi~~o~~r:i"6:e~~~~e~~~~:~t . ~~ 
,',' . systems:,for'".managing,:relate&-investment~'andt" :r:.,,':."-!, .)~):.":>:, '':':':' 

expenses;' :"and-' reeommendea~ pricing'') structure; ailel x.: .;.::::;~~ S·l':' 
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estimated pricing ).avels,.£or .. new, .. c:ust:.omer~. ".' _ . ,", 
switcldng prOduetS"'-. -:'this: ~ormat:ion:;'1:s:'; :::'. ~ ~~:~~::; 
providecl to the~ :Product~ .Ma:cagement~ .Team: 'it{the':"; ~~::.~ 
Operating Telephone: Company:~wh:ich~ ,w!:ll.~··mod~fy~::::~ ~~:: 
the reeommended'.:gufde:lines, ·con:s:tst'ent:"with~·:rt.s~~~:~: - : 
local conditron:( .'so:lt:·caxc,.de:v:elop~'th:e:'1nf.o.rmatl;on?~ 
required by j,t.s: :regulatot:Y:bcd:~~s;: ~f,or~ ;f.il.ing:",~~' v ,~':. 
tariffs. ~-~~.~<"_i ;;,:. .;;~; ~ ~o~ .. ;; ;'~~;·:;.:;·-~.;::'Z,;:=:,;~,;;"~~=~; 

"Contrary :to;;.,the: .aUegad:onS ~o£:>Xhe:. staf~~:th.±s:~: ; .. :'i:' 
. effort i~.not<done-:.::1D.::the ~intere$t\~of (thEb.:.r::"::.:.~c,.:; c:; 
suppJ;:Ler~ c Rather~>~th±sveffort :is :C'~eaxl:Y-l-c:::: .:.,::: ;;~ <:" ,;,;, "; 
performed in the::interest,~o.f::th~,Operatiug ~:,:::o~~:· .<:":';': 
.Telephone .. Company .which, mus.t .. fil.e, .t.aJ:.if:fs~ :.f.~r~., ," ~ .' 

.... I 
<:' () \ ,;:- ., f 

I( ... ' • .e.;..:~ \.,. • .r~ 

~._neW_ ·serVic.,e- offeriugsw':tn 'itS"'operatiIig 'areas,;~I'~ '"'-"''"' 
",. :~"_.l..':"_'l..; .-.... ' ... ff.r: ... ~ ......... ..,y ma.-.wge ,.·.:·+·--·.r·-~e~-·en:t)···,,·, .r:· ... "~c.· - •• ~~ .... .... .... w"""'-'-~.~ ......... .'-"'-~....... ~~_ ':"~""'~""'" ~'-...... .,~_. \,:w' ... , ..J '..... w! t" 'ow'-'; 

.... '''4·... .. ,an,d. f ~ens.e.s •. !!. . .. , ...... ,~ "/., 0 .... ,.. 'I' ,,-,...,. "'0:). .. :.: .. ~ ~'"'- W'.... ~ '":.. -:".. 0" .. ,.",""':""\ ~ ..... ... 
" .. , .... "' ... , ....... --'.,.,. -' ... ,._ ........... ,~'W , .... ..., __ .,.J '-'-.l. ... .:,., ... _ """ I~ .. ~ ................... -w _ .. ~_"'" _ "':'~"'\,..i v.. .. O"'"i...A!~~ C~ 

" .. :" " .~, ..Anothe:r . ..BDP .. .recommended, ·for. ~di.sallowance. :l-s:,BDP 122.2(qEQ,.,., ~':"_ 
....... ' " .'" 0- ..... _ ........... _ .................. _ .,; .......... ". -."J ~~ ......... ·M-_l.\ ......... I'. .......... J.. .. " _ .... >_ ....... "'-Jl .... ~J....J:J..,."';...; ..,to. .... :..JJt ... .J _~I_ ........ ,. 

"Life : Cyele.. Management- -_.Basic~. r,.,Its~.gener.al, deScripti.on"say:s:, .... ~ .,.t • 
• ' -..1-'" ,-." \ .~,.:,,-_., .• .,., ... L·' .... -.,I ... ' l;',~ ...... ,,), .... ! •• / , ..... _ _ .... .-..ir: .. .. T .. i .... ,J....>I.JJtAI , • ..)~~~ .... ..,J""'::... .•.• / "'.":"":""Oc:, ,~",,,_, 

"Management and improvement of existing. .p:r.o.duct .~ .,. ~ ~ . 
lines; includes planning feature:~improvement:tb"."~c,:-"!': v..: \~=l':~.C:.~) 

' ..... existing ...systetl1S''tC> ~meet, -:customer . .:need'S': ;anct ~.:. ():) . ':Y; 
thereby pro~_e~; ins.talled .base.; ... -:impleme.ntin:g ..... _' ... _ .. ,~, .', ", '. -". 
tracking 'plan ·to 'determine" c:o'st's''; revenues;'" -" ... - d. - " - ••• 

investment ·::.and,.:profitabinty :0£ ;.our·· products';:':::: ::,:~.:;':" 
providing spec±fie,:.guidance::on .:the ':pricing>:o£.:..;;~ ~.:;~'. 
improvements: alld'~the.-reprieing,:Of':ex±stiug .~;t:;: :; J:~ -: ~)C J 
offerings:..::.and: on the. pb8s:tDg~oUt ::0£ sel~eted 0= ~sr:= _... t ." ~, .' ..I..... •• • 
pr~\4e s~, ' __ ':":,::.":"~ '~~Il._ .. ;:;'::J'::.;'~'4'r7:~.~~~ ":'~::;'::';."""~:'~':''''f'~; -=~~~·t:,~~·::;.:..r~ 

'""">.~~' ....... ~ ........ I'" ~"'~ -, , .... , ........... J'\ ..... O-,.~ .. ~.'~ .. ~ o: ..... ~ _ .......... """""'V' ..... ~:'... • ~.~p~ 

Under "results" ~e ~~~j~~~~~~;::;;s ;~t~~,~~;~s:~,.~~~;c~~~n~;~~;~~.rrent 
offerings. Included·::,mder. ~'speei£ic cex.amPl:eS-::are 7.lcentr:e:X-;anccvarieties 
of PBX and key equiprtietit:;~ :E:is:ewh~ie;vt2,::~:ts;~~ene£~ne'ci,:t~~:mal~tain1.ng 

_ ~".·"",·"",,,,_·\...,,,,.,,,_.,.,,,v __ .) ...... 0.;..· .. ","' __ ..;. 0-_(.4\01..) ... J..) ..... ~" .... ~V(;.,.~J...;f t-

and possibly :inereasing;eontrlbutiou::!eve:b on ex±stingq):t:oduets i's one 
ob j eeti ve. (~·::·"·GOI~te::tD:' .. i:~d:t~,~e:t ·~t·is.timo';:y ;;do~s ;:~6t ~2ont>i£n a 

.... ,.t.".j~~ ..... ~-, ..... _, ... ~"' .. "'~,!, -i __ .... ~_! ... ,WI:~ ...... _ ..... .u....; _ •• J,:J..,.~ .. ";:'~..i.V'; 

statement on this ·'O·D~·~)·("'·'·'· (-:- -. ..... :. .. ,- <.' .... "'c,""" .. ,~. ·~"'::·o"""'-o:· ,".,..~ .tl;) c.r ..... ...~........ -,., ...... J.. _....... _-.Jt .... yJ>. ........ ~.~ ...... _ ..-Ao.;;.J _ .... -'4<. .... 

An ~S!i::o~~;~~diife~~ne.·"v~i;;ty,:is:=ms~~iti2 .. :loGq~S"Produet 
' ......... - ..... -..A.J _ ... , ......... '-"_ \.". __ ......... 'J...", J~ ... v .. ~_:.> .... .JJ. tl ..... t'4_..,~ .... ~I,.,'.,.,. ;Jw .. ..; 

Price Positioning~;;.'~:~lti::)genera1:. descri"Pt±oncrea.d~,;:.:: r;,'~:-:: ;c:! 
"Provide results of product position:tng;~·Studre'sj :x::.:.; 
to AT&t"':Produet:.Mana.gers::.1n.:suff:i:cient(;deta1I;.(~ (;) .. -7:: It 
and~With:appr~p:t:iate7doCllXIlentation;.'~.to-:pe:cmit-::;'.') ;::.: 
c:.onversion.::into product sp'ec:i:f:i:c.::;prl:cing~:: ,:)~.!b~,-:::.;: :0 
guidelines;:s'rate.:& tar±ff~letters:"includi:ug .;:,::Tc':.~ ... • 
ranges,;:of rates.;;oto oversee the short;,:te1:m ,& .~2< :::0 
loug:tel:tll.0pricing::::ofCthe::e'tlSt:omer:>switc:.hinS;~':':':!:tj.':; :0 
p:rO<:l.uets'::W±th .. 'speeific:;attentio~pa±d·. to 3: ~ 0 '\::::':'~J::o;) 

(!..:::~ :':0 =:~:.."":::';~= ~~:'1:.."~:., .. 0-=.G;"~:'~c::~! t~~)l:":CC4.i":'·: }.;"';. ':0: 
""c.~."",'''''''-:''-''"7! -.. ",::":n_~~_"~""'·~ .. ·,""t\6.:., '*r"':"" ... ' ..... ,.~'t ... , ... ~,.:. ~>~'" "_. r:,,' J,_",l10~¥.,J."'~_. J . .... _ .., .... ,.1_ ,.,.l".,. ....... ,),""'L .. -... O(" .... •• ~""''II!I \ .... _ ~_r;;;w 

-7.3;- . 
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product int~raC:?i()ns:~and~~~>?d~P.p~S:i~~:n; :tp:f:::: ~,2: 
ana,lV?'e .. exis't"ing:·or·"devel:op'~'Jlew >mai1(et~- "., .. ~:'''':',:, .... _...r,_ 

tl-.. ,-". ~",' J': ""r' ~ ..... '~~ t .. • ..... ""., .... '4..,,.~-r 

info:rmat"ion~,,:tn:'·suppo,:rt~:of .. :·,Px:.i:~:e:, 'l:e:v;e~:t:S','-::,;~ ,,:~;':~,:~ ;:;:, 
recommend'e'<f; ~~~0:.1:0.rm:. :l.ong <t:ang~~, ,p:t~s:: ;f?,r: "'::"-:,~:: -~:. : 
posit:r~ning:.p,:oduc~'s·,;.:~t·o~ examine' ~s~~c;.~r.e':·.S<- - ~ .c. ~.::~ 
level's' for,. ex:L's,t'ing::products: .and~~ke::::-,:,":;·i~;_:,:.:-;: 
recommendat·!ons- 'regarding reporltioning; 'to'.) :':~: ;~--:.:,~: 
make available computer tools to facilitate. . ' ... ~~. --.~ 
LRIA s tud'ie5:: imd: educate :O'!~:m. .the:Lri :us:e:; ',and::: ~:o:) .. 
to continue/:t;o ·~see1c'~out~~1Iiethods:,:that,l.tpe:mit~,l ::':!:c:::::::~) 
rapid introduction:O£ :cuS.tomer::switclri:ng: pr.odUe.t~:"·I':; 
with more .:urii;£oJ:IlI::Structure:s>.·&:::l:ev.e1:..:!': :-:::. ::,~~:.c ::-:::';)<:T 

I.RIA st~#.~~~!~~~~~~~~~~~::,.~~~~eif:~~C3~Jj)~~=:s~~;a type o·f 
cost study used-::'m;desi"gni:ng :rates:~ \~.One)~o£;~the .:goa-ls:r~~ ..... the:[BDPs is 
to allow O'ICs to file tariffs for new products wi:tli:11i:ia7na~ow time 
after~th~r"'r~ ~~~..:r~b:ni:ty:·:~''''(ir~:i:sc :ment'ioried';:=tlia1?!:fafi~e::~~ C'ekry' out' 
the goals: ';des:erl.-=bid'; ';woule:r r'esui?;i-i :(~o';'i' ':ot{:er tliing~r~loW\;of'~O '1':.2' 

ability to manag'"e~~~r"of.liabiiiti~ ::0 ?~:),::'~)'/o~S::~; j~..c _ :::::~:n:")~~::-.c::--:~ 
'".. .: .. ~ .. )" .. ,J .. '" .... \..:""~'. . .. :~..:.;.; ~::i:~ ;;';::~:l.~:.:.:'~ c :~!):)~ .. '!'.o~'!..!: ; ~oc:..: ~' 

Mr. Go lds:eei.u:';s.. -:statement: .:rega%dmg ;why: ::thi~,:,.is;~ca:>l:easonabl e 
license co~tract ~~e-~i;:;CEXhibit ~'oiL";:'p';"'1: 4"'j~:'44:.}:f> '{~ ~:::Q,:-;j 

-·:~~--I~"'Y~·';'''':: "~"""'~V"';' .. J: .... ..:..."., .. t'j:::~...i 0_ r: ..... ~~: ""::::";') .. =>1..-;:;': 
"'I'his ED? ~c;overs; wo=k :,to ·,prov.±de: .imethodol:og:tes~:;:; ':IV:r':: 
and guidelines. -:to :.the ::erOductd~.na:gersl':;i-u eachi'::v,:,:::c: 
Operating ;.Ielephone <Co~any.<which: ::wi-l:l, ~~t:\; . .'\):::S~;.2 
them to :analyze the :pnein:g:.:of. all: of, thei:t:;;:c.:-::·.):: ::c, 
customer switching. services.'Ihe objective ;::0£'::::)0':'.:<:: 

, " __ this "effort ,~is. to· .as,s~~e, .. that ... each, ;.ta:t::,if,t: e~ .. ' ~ :'~ .. ' ,,,,,~~,,, " .. 
- "service':ts' "'properly "prie'ed'-in "rel:'atfonsh:i1vto "-' ";.J,,._ " '::::).:.::: .... 

: .:::: .. '"other :- .... .:_.:". ~':r :services' ·;.;.:to, -asstc:e·:.tha ..... "eaCh.'v'~· ~,'" ~ ",,', -. ·· .. ·r'~' -"r, ~~,.&...e:;:L ~ , ~.,... """ ,." '''''J,~ __ , ... __ ...... ~.,. i .... i;1c.l.4_ A"J_ ........... 

".c',:: .. ". , ... ~~f£~d se~ce".,.is" reeo~e;t:inS:,all. of "i.ts __ ;. , ....... , ".... .~ , .. ~. "':""'';:: ~, , 
. assoeiated-costs"with proper"eontr:Lbuti:on';'"'to;.J \.) ....... ,,-, , ..... ~ .. ,) 

.. ~' ... .J:ile::: ... -.-l·J!f·~ on, ~.r·s"'';-''''o--t'lse~''ices·c.t.·J! .·necess·~· v'~' '. '""" '" - ' ...... ,' ,.~, ,~ .... ~ ~ ... ~O ..... ·..,..,Y. J •• 1."<"" .. , .... I~-'It .............. ' ................. J..' 

.-a:ad ~ ~o. fil.e:ta~if.~s) ~ on .,new ..,re,lateC; : s~e~c:es;"'lwi;. ,,' r', ; .' _~,~ ;, / 
eonsl.stent tar:t'ff structure ..land .... pr:Lce ,. J:eve];s •. , .... , / .. ' , ". w -- ... \,. '" c 
The foregoing is what we refer to as prodtlet%'::"~~j ;':'0 ;.;:~,.~:s:r~:~~ 

; :: .'~':::' ~~:~~!:~:¥;ph~~C~:~~t~; ~~i{~ ':)~:~}fs;~ :;;" 
for new serviee-;off.ermg$)~:i:n' ar.:tllore:,?,eff:i:cient,::1:r:~<:,,;:='::::~cS: ::"'.::;';:,,:C; 
a.nd timely: _ma:cne:t: ... '" ",. :~ ~ '" ~ _, . __ ~ ", . >. '. .- .' 

~ .... "I'o_ -_ ..... .1 ...... _ ...... ' .... :.A.l-'VC' .... ·;.)...,~)·;_~i :0 .;:.=,;.,~;;~.:. ... I'!" ~)~;· .... ·O::':..' 
"The allegationr:of ::the:.:staff ~that.c!~th:i:sr;e£fort:::/:'.A 0:: 
is directlyc.1:'e!ated '::to.;devel'Opment'::811d ~evaluation."rf.~ 
of products ·~,UlallUfactured'.)by Western: El:eetric ~,:,is'::c~ 
tNTong. Contrary ,:to ::the '~)apparent misundersta.nding;.l~i, 
of Mr. O'Rourke;>:we axe talkitt~ abouts:-the pricing.c~ 
of tariffed::services::.that~the ;Operaeing~l'eJ:ephonei.::' 
Company offer, .:;\rather.;:than:the':'rel:a~ive::pricc:s.:Jjo,:,c: 
fo: a supplier's hardware. The thrust of th:LS 
work is to assure that each customer, switching 

-':'\'-
-7#-
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:~~-.'::;: ,> '::~: se~c:e)'1s::-ta.rl.ff'~d' tCf-rec'over a11'::~f~its ~cists~ ;::::rc.1:=.::~::,;..¢,.;·:!':o~ 
.. : Al:so, i.td.s-::: m: .. the.::.intere.st;-<>f·.the::' Ope.rat:i:c.g:: z :~~~.::.~.-=~.? \'::.:",;::;,e-::c 

. .J:le~~~ne..,_c.o~y,~an<ii.ts. ~:us~9~.e:,s" .t?; '.~ ,.~ , ..... : "_,,. _,I ~. \')_,~ 
.i.J.&.tr\,l\,j,l"I,ce- tariffs .or· new'servl:ce's-'i=U a-' t·l.mely' .. :- -_....... . .. ;~ i.._ 

::.: 'fashion~:so :that: tth~ .Operating:-: l'e-lephone::.:CompanYc.7:;:,:. . ~'''; ::.-;..~ ::; ::~,.;:.; 
•. can _be ~ompe.t.itiye.~. ,the ~k~.tplace._, ~_~.. _ .. ,' _ > •• :... •• ~ .... 

soJ:e- obJective-of thfs'work'-::-s"to provfde·'ad~C'e"'·'-1". ,' .... __ .. ...1 ,., 

and ,assistance·: :to': '.the: .Operat:z.ng.: .. Telephone C'(> ~ ~)V::):) 0:''' 

Company; SO'.: .it. can: bet:ter.:: manage:. ;i.ts: exi:s t-ing., ;: ;;:~::j';;::) ;~ 
and new:--.inve'S,tments: :to.~ meet; tlie:--:communieat:io.ns/':!~:'-':':-: 
needs of···its·~eust()(Ders.·"-~~· ... ..,---; ".~r.· '.~,..,-.,.. , ••• .:·:."r·'~;· 

... " " • ~ oil ". - __ -' __ ~ _ .,~ "11 _ T ~_ ...... "'0 .......... ' ... ..... • __ ' .. "'.' -' ...... ""', 

. Ariother·:exainpi~:;or:~tb.e:::iame);Var:reti::fs; BDP;:':l2z3flSO:: - "Pricing 
IJ·:.';;~""''''';'''' :,~ .\:'.:--",,i,~ ; .. ~::~.r-, ... ~: ~·~1;~-:~·~ .• \. /;~:"':';2.V~" . ,; ,,;'C ... ::.·~):..;:I,.f"-:.v..'t 

Strategy and Plans ~OI\::'. Its:: ,gene~.'1l~ .~t.atement~ '~.C>,:t:~:.19}:7:. ~YS:lo;;;",~yelopment 
and implementation c>f a unified' tel:tllinal equipment pricl:ni>~st't'ategy 
and' ;sP~"f'ie piiCitig'":>plariS'.C": .' nle' !'"genera-J.O .:statemen~::.rfoi:~~I9~7~1:9S.l:~·s~ys>: 
"Refinements and clarifications of various pric.fng:>:p'1:ans:-.~". b!No:>:specif.:i:'c~ 

products' ~are'1nent£onea;~<: Ob"j eCt:tves/~a.re' :l<f's't"ed~:as d'e.v.d.opment1 of 
termmai 'eCiUipment ;pi£c:b:{g';serategy;:) ~vermnerit-j :prl"'-clng: (p-lans;;;ins:tal1.ment 
bi~ii1ig:plans, ~a"nd;res:-uenient :O:f:::tlie::~tWQ;.:tler~ prl.c:irig: ·p'''l~:~::>.c<Wit1ie~-;:·:~S 
Goldst'e:ui"'~s-~-testi1Uony: ':on :thi::;:'BDP i=S:-;:(=Exhl:'bf;t-;;3o.11',:' p-"f.=45~r. ':0:': ~~::.c: %"; o~: 

". ;,: ;~~s ~BD~:-fii1ds·=-work·:-t~o ':aevC;lorY:"alid reva-"Itiate~ :';::0''': !·I.";:: ;~::-'~-~:::.'::'!:';;~ 
.. ~"'.:' ":' .:; vari<?us:strategies: fc>r :p:r:icing :all>.t~e_s:~f:,:::·:.;··~·o ~::. :;C':'::':::; S!:,::r:::c 

.. "' statl.,on products ,o.ffe.~ed under tariff. by the "\ ..... . 
. , .... " Operating Tel:ephon'e ~Compitiy .~~e :focus,.:.r-s;~to .;.:.,:. i .-::::.:.~; :";' :;:~.::::..(,. 

.. " .. : provide-gui-delines:-to:.;the;;:Ope~at.in~.:!eleph~ne ;;:;.:;;;:::o:;;-:.,:;<~c:' ::':::::. 
, .Company ~on the long term .contributl.on c>f , '. ~ 

.. .; "pOtential:' prieirig- 'p ra:c:s' ':SUch: i:i :"Two:":T:£u'(an<f.: ::; c:; .:l ::'1':':.', ~2 ~.J ;; .:-::. ': .:: () 

· ·Install.'ment, bi·-lling.-::: "It. ;should·; !~al:s.o: ~e, :.appar.ent :; .-;-; 
.,~ _., that .these. ~issues. r~l.ate .t.o. how the Qperating~ _._",.. _ 

·--Telephone·-Companl:es,·''ineluding .. ·Paeffic;'·recover..,..... ,,!.::-::., 0';,;:' 
. "then· investment: ·and:,~'lt'/"\ense(witb.~such.-·;ne'W'~· r .4;' ........ '., .'" '".' ~ __ . .... ....-.,tr ."' ." ',. "'_ .. ' ... _,,-, '."" .... ' .... ,1 ~ 1, ....... ..,./ ..... ...J\ .. ~ ....... 

.... ",. .""., .p~icil;1.g_.~~~~.:._..-,..) ...... ~\')_''''' ......... {" .. _:.r"\_,~' ...... ~'1 "", •• ~!",,-\...,.. _"\",~~, .~.,,-, I":\':or'~"': ..... c~ .... _,,: 

• M .... ,_. '" ...... f .... ~., ..... _ • ., .I~"".""'."<'f ...... _ ......... '~.,I ' ..... _ .• .. _ ... 'H ... ~', .... _.~t "...IU"*"."" ~",,,, .. _ -,; .. .'" .,,~ .,J). •• ~. ("~"""I .... '!.~LJ~ • 

. _ " r "This effort is not done in the .inte:r:est of a. _, 
.. "--supplier'''al:id-does'-iiot re'lat'e~o;'tne'''Pr:i:ces,·":,,a,;:::,:;:<·' ~.::'::":::'-:::~):.' \:~;(;. 
~ -manufaetu:r:er;~:sh~.-d· charge:;'for ;.::i.ts:ceQ.uip~ent;..:.-"::'::2 ;,~;:-:~::;.;-; .. :, \! ;::',;':;:' 

..~~er,.·.the.:w-o:r:k l.s.("cl~ar..ly __ ~e..rf~ortl1:ed _i~ .. t:he __ ," ,. 
· --.' "1nterest 'of ··the Operatl.ng~TeIephone Companies.~)·~'~~ :~Q ~ .•. ;;::''::::\': 

: .. who:must f±le~·tari.ffs .... .£or -their,'.service- ~·'.'-'·'.r ~,' - c.,. ~.- .. ,.. .. "c •• "" . ........ ,-- , .. ~. I" ... _. ~ ..... _ '_''''' ~" \J ..... .,) .......... 

offerings. The structure ,of these tariffed ' 
.. :. offenngs -must; -be compet·:i:t·i.-ve-----:.wftb:"J:the ::·pr:i:c:i:ng··:'::'';;; .~~:~ ~:~ -.:2 .: ~ ;:..;: 

.' :options available ~:.the:eustomer,' .. :from~,.o.the:t:: :);O::;~-: .. C • .: :-~·:.'=X~:' 
· ... c:ommuni~ti~ns;~e.qw.p.~!~~~p.;:o.~d~~~. It .,:,_~_ '''_" _" ••• ,_"'~)~ ,.., .,"'~~' 

. ,. '~t':Tni -ht .,;e . descr1bed-as -a'~ th:G:d eategorY··are'-:BDpsnaVin~·- v 
.," ,.. .... 1~ ) ....... :.,.) 1"-g ....... f.,"' ... ~ ," ..... ,-,~ ......... ~ ~ .. o "-""'>10"'~ ,...... "\(,1('* or ."'It,.,..., ,I "'-.'-0 .... ,~'"~~ ~""~'"~.''' ,.J .... _.;ty,~1 
'" ,.' .-.... '....... _ ... _ ..... ,.r ....... • -", ,~..- .. j._.~"-' .... ;;:.JI •• , L. .II,.,.;. 'oJ'- ........ ',.101' ...... h_ '" ,,,,.,. .. "'" .~_Qt ....... ) ...... __ ... -1- .... 

no specific cOlmection with rates, rate structure,. costs, or e<iul.pment . 
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" .\ 

configurations~~:;~? ~~?4f.PL9,'i3 f~:~~Pt~ 'b~~~:~~p':~e~~~~ developing 
product/service statement:s:J f,or= vA-rious::-1.nc:i'il.s:tna:l.i: m.arket ' s:ec.t¢rs. 
Under "results","" vari;~ ~;k~t~i~~t~;~~l~~. '8'.s~\fjIiJ:ls~~c:e~ ~e 

.,_ .• ~ . __ .. ~ ,.,,-- ~~_ .. _ ....... ~ ....... _ ""_.'. ___ ~ ... _.) ............. _"", ...... ~¥v~ ........... _ 

mentioned. Ano'ther::~le::;:l.D::':the'1Same:7(c.ategory:.!i:s cBD~'cl:254f;O:eO, entitled 
-.~-\'~'" ..... -+-.,,- I---',:,~;":-.j-~ r~"''''''' ~\ 4·~·..r.:"-""""'''7~r:~t'':~ ~(' .. ~f''''' 

"studies, plaDs_,?.::.s.;;:a~,~g~~7'~~.;::-t:~$,~n~E.~-~:·s9~.fpffo~r~~~: 
"To develoI>. Market~ l~la:a:s.:: :anct;Stra~gi:es; • .'f.or::: tilose i:-~:, 
segments~~,>in:" ·the) In<ius.trtat:: Sector:. fo%') whi~ none.~r.;o:> 
have yet;·been,:·prepa:red:;: this:: iucl'J:des::prep'aring": ::::':::r. 

, industry l?rofiles, conducting- ::tndus:tr'y? market:> ::;~:)~Ir.' 
.. S~:t:tdi.e.s':'WBel.tllh:· sl~ad~sc.~~kge·';~~lt().~~er,o..s a:p.sci:~;~~mp; .. ~~p' 

. W:t'l.tten . ~ yst.em •. ~ et /: ans any trategl.es~ _ ' 
.: c ... -'based!'ori~ the:'·aria:lys:Jrs);"of.l!·these~.~p:rO:f1te·s:. and' ;::::.:;:,~ I::. ;):::}, \::~:~:;,;;:~2 
" . - ,,. .. ....s.tudies...·~ft..... -" "",'" -,.. ;,.,' ~:il." ~ .' - ... ,"""""""'........ : ~,'. > ":L ~h"""'" ro ~A". ....,. ~ ...... f'?' ... ,.....( ... ~,. ,. ~ f-' ~.I ;., 1""'(-' ./' .' .. :. ' .. - '.' '" ---c: *-' ..... _'~4~~, .... J.,Ir- ..... ~ .... ~ .......... ~ ......... ~- ::;' .. .'1 ___ ." ... :': J.~~ ~V ~ .. o_..J~""'I""'~''''jtJ..!..'i6.''''\'''''' _,',,, ... .!.~ 

Ce~~,~d~al)~~k"e.t~~~_e~o.~~~~ ~~ ft£o~;~~.::~~.:P_a.P .. ~ ,:p.:r~~C;~.'b~~:, . 
are- mentioned as. ·targets: ..... :.;~'.- -""0 :"-"'~~ :'0 "''''0 :.-t,~"" :.~ ~-,,' ~ ..... ;.:,.,..., -, ':''''''''m:'''''''~-:''''~'' , .'. . " . ~.~ ... < ........... 'tP1o ... l -...- ... , _ .... )0' .... -.:.. ... ,~ ...... _' ...... ...., ........ _ .... ..r, ....... ..,r 'v,. ...... ~ _.~~ • .....--r ,~ .... .,..",_ .... r.T;. 

":: ':. ~tscussiou:;. ;?Jle):tx:A.sfl. ~e;,.~~~.~c:.e.J :'O~) th .. :i:.;:~~ ~~~t;:.;.o~:.~~o,::: c . . .... .. 
:··~.e~:does :n~t:,.P:O~t:~~~,~h_e·:~Y;)·.~FE!:g~:~~;~~t-~~2:;S ~gg.~~~e..d.;.~y':i.~~: 

parties.:.::"..Pac.i~i~~ ~s-:.a~~: t"~,~~:n~::th:a_t :.l9~o.";cP~~;~~ ~~~,.~~~iP..g[ 
work paid for ;by: .. th,e~ l.i~~~o:o..~ae.t: sl;~~l~!~e ~l.~~~~:.~~sa~:;t:~~.~o~ 
measures the work aga~;::a :.:-~.p..~~i.:t/.:-t.o ctJl~;..Q;~,C~~:.s.;.,apd~a};d ;~~ch 1.s so·, 
broad that it overtOoks~'~whether ~.tlie)~Q.TC :$S::.fn'ifa:c~'::the ::.d.:~-ree"tr or primat'Y . '" 
benefic (cf. ~i:~i:~"rif:in~ii',~:;:~ .::ij.=i~_~·;'~ih:~-:~t.f£i:~ct Compaeh iary' .... ',' --- "u .... ~._ ~,.PP ...... \ .. ,-.JI~ J~ ........ c:.J_ ............ " • ..,.w....,,~_"",.j 

~ ,c. J 1 

and InterconnectwcSuId ·exclude~;:a;lt.;Cma.rkettng.~work<::eonnee~::with studies 

of rates anei costS:r::.~~~~,~~if~ ;s.l~¥~~~if~l~;~;€;:l?~~~i;€ducts,. 
The ,:j3DPs.;:crrscuSs:ed:,~::abOve'.~"i:ll:ustr~ ..:tb,e; pr-ob!em...= zr:.'l:b.e first 

.. :: -- ~~ _- .. -" :.' :-' ... ."', ......;' -* ., ........ ,,...: .. \ ... ~~J ""-'- .... ," I"t - ~:) ... ~., • .,,~. ~ "!t t:),J'''' ";"::t I"'<r ~ 

two are, in OUl;:?p;#~n'; ~ir2.,!~;:i~'y'~.:S~~~~~~~~~~;~rlS~.:~~~;:*c-i.fie 
products, despite the':'st:atement:;.:of.·~;-/Gol:dste1-n::;on~one: of~em. !he 

.. '._,.-. f',...,. ...... ,~7.::J:....,.~ , . 
last two have, at the most, an indirect and cOnSequent£a:r applieation to 
any terminal equi~~t,:2.:Thtl,;'Jiddi~';tw~'::-C~p~~dudt: ;~,;r::r~~:~po:~:i~tioning" 

_, "'.'~""''''~'''' .J ..... _ ..1_ -' ........... _.~. _ ...,.- ... J .... .......... .',.' • ."j ;;;"r;; .. I'''; ~~4_ ... \...~':J,,. 

and "pricing $trat'egy;(;3n&~pl'aXis tt:» :.ar:e:-:ehe- plfob;l:em ~~use:;~they are. 

typical of a larg~:~~f:'o]~~~f~~?:~l~~~~~c ~~~Y~~J~~~~~i.:categoriza.tion. 
They contain, in varying~:degre~s~:·~lements:::us:efuD':to th~O'P~r;;andthe 
Bell S stem manufagtf:J.i~i~:::wgJ~:ili~gi{;r::::~wme_ti~~~ci3;~;Oto. an y .. ,., .... ! j'-.. , "~,"' ~-"'_' ___ '-:""._,":> .) __ .... " ... ,~~,~y;~_ .. y;_o 
extent, promote the:,:\ise:-o(:'Wes·tern':-Elec'tr:te piooUC1;'~;; theyja~s<> assist 
O'ICs ,in .formulating rates~ ·-Ei~~:'::~£i!d.cf..fi.f~;;1J~d2~~~fiX?g:r:g£~ategies:. 

~·--"·I.·"" ~ .... , C' .-,-.,,; r_":>>¥l.-._r:,''''''- .... ~~,- ........ ,~ ":'1".1 '*\"r · ... -"'.,r· .... ,,:-oj ..... .,...,.. ; .. ,"""" ..... r. .. "'", ' 

Further.nore; "the-wcSrk~ilivolvea!·in·~some -of-"tnem:-'is-': general"'enougl?- so· ' 
.~.:;:~~~:,:~;~-~:)~; .;::~ fl .. ;:~o~ .. ~)-=~:=o':..~=z ~):.t~-:: .~::1:Z': :~=lw rlw":::':"Ot:'.:IO-O' .:".t~~:>!:JC~' 0;-: . ' 



A.SS492, C.10. lan/ks 

that the prm~~pXe.~¥vo:~v~§~ mai~~?e;~f£i~~~~~)~~i¥~2~:r~~~fers, 
.. ~, .•.• "l.,.;";,._ ............ · 't' ~.·_h";"~· ...... ,..IJ.,_~ ... ...... ~ ..... -,.;~.#-''V ~1.,,,,.O ... ~,# .... ,,v __ ~ __ \...J. .... C 

say, a PBX manufac,tur.ed :by,::, a,:Wes;t~);Ele,etr.i,c:~ompe~:i:to,X:.Gi:z~;. 

we:be~~iv~, j:p;at: ~e:: ~~~~~g::~R~ooi~~t,~j~e;': ~~:#ch ~t 
.•. ' ...... "rl''''~'''''' ........ "'" . .,. .' ... "",J \.. .~ ...... l<, ... Q ../ .... \,.. :..I~ ......... ~ ... _ ........... '...;",; .,.).,. ' .. ,.-. 

an allowance of SO):perc~nt; -;of::;the~,licens~ e~n~r,~c:t).~ke.tin8:;~-expenses, , 

is appropriate.,:: .~~ :J.~~~:: ~~~ei.:-: ~~, ~~~~e_S1:; ~a"" :sp'"e~!:f'1:~ l>~?~~age than it 
•• ___ L,.. •• ,~ .. \.,oo'_' ........ ~ ....... ,."' .. " ••• _ / .. , .... _ ..................... J ... , ..... > .. ~ ........ Q,., "'....,."" ..... f...,l#.,,._ ..... I ... J.J. 

was with the Bell;, ~Labs.):l:es,ea.r,ch,~ ;expenditures'.J; :!;~thermor.e:'A ~speeif:re 
BDPs are startea;,::. c:lian ed:c:;·an(f'(termnated;;c·onStant;i"-:o ·i:f:-:a:l~1:o~ half 

"j.-.... ,-g" .. (~, .. ~, ....... "'-"f •· .... r·-I·."IOot,'\ ".' ....... f'Jt_r\.~ ...... ~.~ ....... '1':.... g. ~ •• _......... .. ... , ".""-' .... 'wI .. ~ __ ...... ~ .... _.}. __ .,.., ... ~_ ..... v ........... _ ..... .)I~, ...... ,..c ... ',01, ....... __ ~' \..,1, • .1 ... 

the marketing exp:ens~s: _we: ~eeogniz~J :cnal::k~t:in~' s~ ~~alue::~t:O:'-:tb.e-):OTC without 
ignoring its '-e'omie:c:ti:ori,:~to' western :EIi~#c2:~~~~?:~'~~ ~i~~e 

.(..~._",,,~,,, _ ~ .. _i4j.\"'·VJo,.:J\f"I ... J w~ .... ·,;>O ... \ ... 
acl<:no~ledge (and believe we are ~g.~ut},~~, r~~;po.?Sip.;~;'~i.es under 

... ,' .. ' , ...... .l~,_ •• ~,' ..... ___ .......... ·,1 ........ ~))i"'c' .. ,(;.._ .. 

Northern California Power Agency v-PU~supra:;:-~e-:.o;~:n.:O:~;:'tht~, this, 
...... ,_ .• _.~_ ............ __ .... ".~"""'-...'-""" "-~ ... ___ . __ ...".!..~ .. _ ..... .,.,\ .. ~O-.J(.,..._j~ ~ ... ,!. 

forces us to decid.e;<.that:~Pac,1~fic] :mu~t).:Cease::;spending:: sums~\o~:marketing 
equipment ~ whether manufact~~:·,by~, ~Wes,t,e:r:n:, ,El::ec,t:r::i~~~or ,an' "independent" 
manufacturer (in eompet:rtJ;;(;n:;~tn:~~ ~~~(IJi,~:p~:~is~ibutor ' who, 

'" __ .s:..,,\",. _.... ..),i, ... ~ III.,.':)., ........ ·1 ........ ...,...; "'-.)........ • '-... 

sells -cermiDal equipment directly- to the p~l:i~).,o·.W:e recognize the 

contribution to Pacif1c~s 'r~~~"r:~~~e~e:::t~t:i~e 'o~fering, UIlder 
_,. ..... .1 y ........ " ..... ...", • ..;tI~"J.r~ .. , .... Jo.....,l.J~_.wJ"- .. C 

rates, of terminal equipment.JDakes;~~:::..:this);co,nt:z:i'~u_t.i,on may-tend' to- keep 

rates for the residenti.il: :~4;.~~~~,':!:~:i;~~~~~ ~~jnes~ iUSer down...· 
~_ .... __ ............ ~ ...... ...,. ' .... _ • .1 •• ".,/ •• ,,~c... ..' .............. u)~ 

Ignoring this fact might have a detrimental .1pn8:::t:ange effect on rate 
levels for the'ismal·'~.'user.',,, ," r,..~ ~,., ""' ....... -:',,- "'I' ,i', : ...... , .... _:, ..:.~ c-'"' ~""",,:,r' 'Ii fAa •. ". , .. ,'... ,~~ ......... __ ~ .. \wo' .... ~,.~ _ ~_;.. .... _ V ..... ...,rw........ .... ........ ,.I'''' :: •• I ... ~ .... 

Co ". 'th:ana:, Ixit:ereonneCt);-~hit~ OU~· t1iat;i!;;~~Sior?No~. 88,232' tnpa '"," : .......... ,...' :>, .... ....-.-:') . .-.f> __ :,~) ?'~-. - ." ....... ; .• ';'\- ..... ,.. .. , 1",..-1 . • -,:)t: ........ 0" 

in this proeee;ding, XDec~r)"fJ.-,; ,).:9J))~ ~ur~~iii :ri.~ :'~x:d~~)i:Iall of the 
marketin'enseS:.Werfi,d~sa'noWe(f.)- ':'Ih~'Var£~Us (~ic'c:;ns~ :-don.t:ract g exp " ... \ ..... ~- ......... ',.-- ...... ~ . ."... .. \~' ... .. ···.-.r· ... '"'_. "I' ......... -.~,. ... ,,\,. ... r··--+r .... .:.\ ..... t '.' 

adjustments in ;that; -d~iSi~n \(iliim~;.,~;pP:.;~if:..;~~);Z~~r:e·;.ma~~.':t:~~ rate 
setting pu.rposes 'cased: upon~t :we""!cdeemed~'1:O: roe:::tbe'!oest-;~ri£.ormation 

; '.,.: "' .... .A. (:'.: ~~ • . ~;:~ • ... t ;.:; ';) ~ . .'t .:.:: 0 ~.~ :) ("",\,.:: 'J 'oft"':' ~)::: ~ ::, c ;; ~J ..:. c ,,"::!:.x~ 
at the time, pend,~, f~l~ rh~~g~~ ~l.!. ~t~e l~c~~~,~, ",so,ntrac;t evidence. 

_.' .J ........... 0 ,.,1 'v}~ ...,..;;;) __ ,1,..,; ~:. ;1........ . .• _ .) .. ,' ......... :) • l_.; ..:.. ~~" ...... 

For example~ in that' decision we allowed all .~f!~;t.he:sBell labs 
fundamental research expenses:,;.,wh±ch ,.:are,.:the~i':s.ub-Jeet &f a SO percent 
disallowance in this' deci2sion.e~,,,we:?4-a~~~~reg~d! the license contract 

•• " •. -:) ,) ", .. , -" .. c,o - j J-:):) 

determinations of Decision No.. 88232 c,o_m:x:o..l:l;'ug: here~ except as they 

remain unchanged by this ::dec::is,i~:n.. ::':::D :,;.:l<",;,;;.~z"::;:.!~J. (c'!1 

D. Customer Services Department;)~:::· :::c~ ~l~"& '0': 
--_..;;...;;;;;;..-.,;,;.;;,;;;.;;....-;;;.;;...;....;;;;.;;;.;::.;;...;;;..;;.s_;.;;:..;,;;;;,;;.:;;;.=.~, .. '.. ........ ~ .--.,. -"'\ ....... • ':)1"' \'" ':! 

!be staff' s ):~chi~i£·i2~~;(pp.: ::~j5:;e,o'*37) contains a succinct 
summary of its view of '~1if'S: d~eUt::~·;., • (X~S ) 

; ~~:):;;c ~ ~f;:>.'.> ~ ... J.. ...... -:. . .:..~~) = '.)~.:. O~l ·1.'St.t ... ~o· 
" :-.:·c,2~.s"l .. ~.::..:~c~ !,:~j:D~~ 0::.0 

,.,.opA.~-" ~,- .... ".)~+ .. 
• (.....; •. ~...:}~.J ....... ."A.J W ... 010_ 
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"The staff interviewed responsible repres-entat':Lve's:: :::0;: :;::'0',1:)::' 

, " ~~:'~~~~'f~~~~~ ~~~~f=d,i~~~:t~~J..~e.~~:02 ." . 
:,' "~<iivi$:ton :~fan :within:<two. 'gerieral~ categories ;.;::(rJ)9':'O~~ ;': .. :~-:~ ~'~.:: 

'. -assiStallce' in ' the .• nr,oduet deve lo.pn1ent, pl:ocess, -:and: ... , " r- ~ ~ I;, ~: _, " ". 

, -(2)'centraTized .:s:bi,dy, desfgl:i ,and'''ino:tiito-iing-'~f- ~A •• :,"~'~ -" ~"'. 
::: operating :·tel:ephone 'eompani'-es"::::·systems:.:to' a:S:S:;:st~'; :;.::;~,,::::;2,,:: ~;)~: 
n;-_m ,the .. ma:oagement, .. of .. ·c.ustomer ~nremises. plant". -.. "~,..., __ ,,... _, ,..:. ; ..... "rl~' 
'," 'Examples of tIle two.-type~i of' ~tlvi~:t.es ~'fOLrOW: 'J -~, ~-~' "C

o

,-.

oJ 

- - •• 

. . ,.'.. :~",,'. :~i,~~': ~~As"si~~e:~~ !Xi':tIi~ .P~;dJg~)~De~i;£op;:iif.i:~'~ ,:l~':::: :~I::~ :~ 
,";. ~ _'L.··~,·-<.'Proees~s'. .-._.L ', ~)~)~.,vc>~ . .!.~ f;.\'I"o" ::O"':;::~O~:~.'J :li:.i-::. ::.:' .·J,.~~~X:) ,,:,::,~"). 

, • • t ... '. 0- I "b) Assistance and -d:rre'c't~on ,;.;.:r::: '{C: :,;);;: :-::..::.,:::;:: ::.:.[.;;1:)':: 

to Bell Labs· and "w'es.te.m.,.c ""'''', :,,,--,, ':J - ""-'0" ... ".... ,-
" Electt:i.c ~for the~deve.J:5>pme:nt""-:"'''''' -~: ... . .J.,:._.,J .... 

, ~. -0-£ .:private ·Bra:c.en ::'EXchanges ;~ '~:: ::.::,:~;;; .:: :,;.::-

~~;f' v~~~~~'~~:r ;~~!p~gnt'~i~'V ~.:;~: :.:Q \~:~;:~,;';:~r::; 
and data eommunication 
instruments. 

-:;18 .. 
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~~-'"~ ,~~.: 2: ~'i 'j fI 'r~u-::::;. ~C ~j: l ('" -:.:: ;.::~~.~O Ii' S ~r 
"4. Dev:eloprn~.nt~~.f" '.t:r,a:i:ni:ng :-; ~.: -:: 0:: l::oJr. 

1Xl&terials for large team' _ :'::'.":':~)~:::!\'~; 
management training courses : 
aimecr-':at)~t:raming' :manager's-'"cO:f: :. <:~ " 
labor intetis iv~ ;operato.r-(;;';:';:··:!:~ 
services .and ·t·6--~ea.l ;.With~\";~':'<:': 
special':' rnanagement-;:-(pro~lemS~: ~:.::' 
\1XU:qu~-~to:: such') Zoperat:ioxis;.? :::. <1':;; 

.. : ... ~"~''::C: _:!')~ .. '; 
"5.. Development of stalldard." . _ I .' " 

'units of.';wOrk':1')(f()r)r.~; ~j:.)..:vo-r'-: \-
sophisei-e:ated~:ctiSt¢mer";o~'; (;~' ,: '.::. 
equipmetit!:an'dt to:>(as:s::rs~t~t:ne:~:J 
operating comp~~·s'; ·'in~::' : -:J, ,);-.:.~ 
monitOring: 'work: (f;orce ;;.::)~ .)~-::. (~ 
efficiency.- ::.:'::,~~:~_:":;7::;; ;:-;':)(;";;;':::1":<:, 

, . 

"Functional Accounting D:tvlsi:On:::'. <frAt, ;:',.:::: :-:./. ~::::,.';-;c ~ 'I 

""The:' ~'ll :Syste%n:' hlts :undert'8ken:;ra:'~u~J.::I::-sc8I~e: .:'ieV1s:i'ont 
:of· :'rt~s~: ~produet:; ~anC' se¢-cesl::e~o:st·ing~':sYS·t~emyc::'nle':..:":' ':'" 
undertaki-ng :tJt:lecP F'l.lnCt:!ona!:rAccotint,ing::(FA) "is'::o: 
coor~ina:ted: 'by: -this, :<lfv.is£''On:'.;:~G ~The:> ~purpose: :0£~·':f.1f :~.:.,'~ 
is:' :to' 'aeve-l-op' an:' '~a~~l=inc,lus':tve:~aec,ounti"ng.' ":syscerxr?(;~' 
which wil!':'proV1-de:'Qetai-le<f;:-irifo:rma~:ron~~ega:rding;;:!: 
the revenues':-'anCf- expenses"":Of ::the: 'Be-ll);:Sys"tem:::::;::i ~..;. 0:) 
service offerings.. . ' G~';:':~':'''''£: :::;)~ ..... 

"!h.e activit:C~·\ ofJ-thfS:::'d£V:riiori" :Ene1:ude:~ ~ '(':.~::'.::')::~:tO" 
eoord:EUat':El:ig= with ::a"l~l:; ~~h.·er 7(fepartmenis:'~e;::l~j: z!)b 
neces's ~ 1)roeedures seC: :.rden~!-£Y"'com onent/~6stS'''::;):':. 
"''''d, '-r~...::e:: ~o: d~%rnine.;:tn~ ,;- ro' e-r~acc-Ui:iri..tr.afii,.;tr~'C: ........ "', .-" .;:-.;J ....... _. " ~ I' -';:;'7~..,... ,~, ." ,";'0.: .... ~:'I;.Pr ;1?", _ -.r" ,. '_",",'" ~ ,--~ .~ ,c\ "~. ~,.: •• system • .... J. ... ~.. J .~::, .... ~.: _r~ .. ~ ..... _ .... - ' ... ..,.).III.J:., _.o .... ~ ..... ... ~(J ... .1'.' _ ' ........ / _.,..) .,. 2~J."'::--

"::..: .. :~~::,,-;.:..:.;~,",,, ~.,-':'~.:' ::.:.",.:...~,r~"'''''' ~~.::: J.:.:~O~·c ::0 ·2;~'~~.:H~~C· ""':::0r;:CO~~::!tv!:j,n 

"Func.t;i~nal· A~~~ing" isx:all:·~ex:ten.siye:~ff;O:t::t ~:on' :!o: 
the;J>8.rt-::<>f:,.'Al'~~~c In:th~,~:t.es't; ~;i,od):~&T) ·~~.J:c:r::.:.x2. 
incurred- and billed tlirough the Licen~e::.~ntrac,t:vl.~ 
approximately $IO'million.. !he staff .has not ~. 
att:empted·-=t_?,:~appr~·sT! ~t:'!ie:'(ix:~~i'~~::~~ '~~~as -a I 
cost-effeeti.ve ·actl;V'l.ty~l~J""'-- -~~':-:.>'~,.~ <-:

~~: )~~ ~~~co ~~0~C0~0: :0 
"Corporate Security Divis·ion, ::0 .::;::~}:;:('c-':::.;vs.j 

"The Corporate SecuritY :-niV:tsfon ~o"".f ::tb:e:~:Customer 
Serviees Dep~tment; ~is;':,a, :smal::l: di:'J:is.ion."which z " 
provides the operating;.c~mpanie~;~t~ ~,general 
assistance on investigative techniques,.:a:nd; general 
guidance in pro~e.~t;'ngBell_ .Sy~~~!U.~~~s.et~,,,aga~nst 
theft p sabotage .. and··frauci'-.. ·· - :'. " 0' ~ • ' ... ' ~ ':" - -"-' • '-

'.:,).::." ... \;';.· .. 1::; --::(;.':::;·~-:'.:f~.·"-:I -.~<) :"' ::r::!.:-'''-:-:,':,' ... ~·'.~ ... r~>~'_~' 
"Summarv' - Customer -Service's ~partment<.t::>!c, 
":Based on its reniW,*~th:i;s'~d~artmerit~::::the 
staff bas dete-raif.ned-=tb'at: .$263', 87'l?lbfll:edJ"to 
Pacific as Lic.ens'e-=coritract.::"~#eIise <'=£SJ:d£'~ectly 

iI 2.~.j,:J:~O--;C :::)t~=(~ :J::~'" Z::~;;:!'\l:~ . . 
~""' 

_1 ..... -

" -so-



IcroIks 
~. '... \ ~,,:\, ... ,.": _.1." \" .. ~ ... , .. L.lfa 

r- ... \",-','-\ ~ ... ~,,-, ....... -~, .:"',""\_ .......... ...,. ~'{"I ")-::~Io.":\. .. I- .... r..~'-#.~'""" ,~.-,A, ... ·~.:,o~·c ':'''0 
relatecr,: t:o" ~tlie:~de~el:opment "and:: :ev.aJ.'Uat~on~~of" .;. ~ :.~; _.' 
produet:s:" 'whieh':are~:manufactured":b~:Wes:t~ern:~ _ ~~;:~ "':::: 
1:'1 • 't' oI'.c:.-c; .. ~ ......... " .... , .. _1.\ ... ...; _1._l,j..,.....,.I •• ,1 .. ~ ~ ... ~"'-. ~ .... ..:)~I.I( .. '.,.-" ~ . .,.J.....J .... ""_ ... , .. _.J....J-), ........ ,J.~ .... ~~ (.....:.t 

~ec r • ..... ',..._~ ...... ~ ... 'I+..,.:'_ .~_','- _,.~"", ,,;.~:" ,,...nr- .... . ., .. · .... r:-..-:',; ........ _;..., 
4J \ •. L .......... c,. •• c4'._.)..,.., .. , ..... ,,, ....... "" ~~ ___ ~ .-.:"'''' ... ' ... ::> ..... '"'::./4';,,;) 1(\...., .... _ .. ""'.iN., ........... ~_ 

"Conclusion ::.;.; ~~:;~l~J:: :::,::=c=:~-:;:: • ;~2~7:)C~cr ~"::r~.:: :0 =-~zc 
.,,:_ ,'" ",.c'~'~.A~, "'t _,~ '=.. ,:. -~,\..,::j". f.,:O'\, ........ /I ,,;:. ..... ~ ....... '(,.. :- ('\ '" -''\.'''4) T; 

"The staff:. .has" ;conc:.tud·~d:1:11ae.: :c·erta:i.n: ac't'iy:i.t·,:tes~,~.;':'" ~ 
of th:i·s.l .. dep~.~t"~~e::r~e~at·e?-~~t:o/~~h:~,~~~~to~~~t~~.:, 
of new p.rod:uc1:s,~:.~d; ... the~e!5~re.": .. ~~~ot ~8; :F.~~:;(.'7:Q~ 
Ucense ;.Contract .. expense .......... ,:Expenses".related" .. to. ; ... ~-"v 

broduet: "(feve!opment·. ,should,: :,propel:Iy' :be~ :b·oru. 'e, :,~;"': ~:-:~..: . 
..... 1f"II ...... 1III&...;.' • ... <III~-t"'""·N·..;. .. - ",r II''''' ..... ~",.- " .. ~,..J.. \",. ,;_ ".~ _i'IIo.,..; ..... " ..... ~1.4 

Y a wo.u.~c ~""''''"''"'6-.'.compaI'l.y .•. "" - ., ~ '. ~. ". _ "."" 'i ,.,.! ~ ': 'C" .... :, ... ,~ ~. 
,,-<,--,', ... ~._" ... " ,~4OJ ..... ,' .... ~.'w. ........ , ........... d ....... " ...... ,~ .... ' ••• J~.,,~ ,~.(~_ .... (,.." •••.. 

The staff :eXhibit' state:s.r:.that:;i.t.<has:'-:det~ed>,the) sum of 
I ,.\ ," ,'"'')..'" 

$263,871 of the amount billed to Pacific should be ~rsiilowEfd~ Using 
, '.. ...,- ,". • • • ........ ", ~ t'-I·.·~ ,~. '........ , .... ,.... .~_ ........ , \ _, '" .•• ~ ~ , , .... '. ,..".."...,:),r "'f'}..;"~' I~ .... ',,\ {. _. (','/ I""'~ 

totar ~icenSe -contract" figu.l;es·'-(Wit~out. Cthe··p'r~Vi.ou·sly~~men~:r.oned . _ 
redi.st~ibution of overhead)~,~ ~Co~pa:tb? ~d ::r;it;er~dci.{ec?'~sVt~::t~t? 9.:':? :c 
approXim:at~iy, oxie::thircr ~f ~tlii::;. ':a~p~etii' ;/. J.ici~":JS:e-: ::'~~o~{;a..;t~ expense~s_" 
rels:te ':£~'''~Ompet:rtlvej:~urp;enecaild ~Irrodu~;s;;0~d;'::;ho"hra'~~ d:tsa!l~;~d". 
"~"-,.'-..~"~~ -, ....... ,- ...... """ '\.;,:')'.' -"-.I~."':' ... ",,';. ~~ ... . : ... c·~':r ... ,,_ ....... ,...."'.: .. ;, - .. -. .... ~ ... "":'I- .. ¥''''"\ "'d'''~'' ~r-,:" ~o·~· . ...,~~.V .. ~i-'(brfe'f(: ~_ ~6)':'"'- -"'... ..... ...,.--I .... ___ ..... ~"- ... _- .... , ........ 1- 1. __ ............. _ .... )\,J ..... ....,w.l) ....... ~.., '",'#w. ............ l"I;;J ... __ ' 

. . , .P . I' .' • " ~ " \' A - • I... 

:~ "::~-:C ~'-"'~Jobxiy: De;;";r~;, '~~ier~';~f i:t~~~~t~~'"Oriir'a;t::a1ci~re~;i6ryt;';:<;J 

matt~£;[f~i·'~i.:r&i;:';;ta:~~i t~€\>tJ.{i~·~~f;~·l·¥r~ie:da;m~i?Jed-:-rd!'s1nd~.§~e°e"w~i:: 
,.-~ -- ',..." .... - .. ":-;'/\ c,";· ... ..... 1- .. I',\c,,,,"\.~('l'?'; I:-r.::: .• ]r·il ...... ro'I"/) ~"'O~ t('!(:~' ,.v'""' .. • ... '""t'~"-O ... 

base'cr on a 'wUn<le·rstatid"i.ng"of the·work .... -- : .. ~ ~ ....... ,. - ... ~;;!,"/ -~ _w",",.~ •• "" 
~ .. " " .,,....-~-._ ••• ,.f'".' .... -.. .l· .. :-.... ~,_., ..... ,..--- ';'> ... ~."I .. _ ).,....,.-.""'._~, .,.....~ .. ~ ... ..!\....,~_ ..... ".,. ......... '''!: ,1'~""(' 

.. . -'" .. "Tllese 'act'ivit:t'es' -are' nece's's'ary' to' '"tne> 'provis'i'on' .. -, .. , ., ~ '. ... ~. --, 
of quality serviee;C8lld ·.are:.uo.t:.the ;:respons±bi:l:±ty::o :J~;~'7Y:~~ :);:: 

of a manufacturer, whether. ~i.t., be, ~'Wes~ern:,Ele,c.tr.ie",..-r, .... _ . " ...,':: 
or a General Trade Supplier:';""' :.t1le::-Staff..;,has':':'a: ., .. ~. ~ ... '. ',~" ., ,~" .. -

. bas:fc; ,m±sund'erstandmg~.as :..toC:tlie: wo:rk::.perfo:z:med: ,= •• ~£:-

. "by AI&'r and .also, .the. ~:role, whieh.,.the ... Op,e:r::ating,,- . ,._:,'. , ... \~".,", ~ ,,_ 
Telephone·Compa.n:t'es 'mu:st'·p!ay'in'~prov:td:i:ng -' - ...... , ... ': ,~ . ..! •. --,."." .,.J .• ~ 

. .. :qual:.ity telecommunications: .::se:v.±ce·.~ .::: ;,:rhe;:effect~ .:, :::: ::: .. > :: ,,:. :.;: .~.::: 0 

of the Staff's proposal would be to place the .! '~: '_;: C:'.:: S~-(: 
Operating. Telephone Companies and their customers"' .... 
in .a :..vacuum,'::tma'b-J;e :.to ~e£ feetively::.:i.U£l'tience: :.the: ~>.:::' " 

. £uture·:d~velopment· ~o£;'(the; -::telephone :.network. J!J:;, :::!....r.:) 
'Ihe:~at~g.Telephone\<;ompani~s:,,,;;~~weve.r PO! :~¥ve=.~ . ..::.~ 
an obll.gation to' ::seel:that ::their ... reqUl.%'ementsJ":'::-'::'C;::-!O:) 
and the requirements of .their 'cuStomerS::.are! ~~,):)'::':':,:c, 
adequately,_met •. ,·'simply stat,ed,; .. AT&T .. through c~he. ~. _Nc"" 
CUstome~:~Ser;v.ices' :.Department·;~,~l:s:'·p:l:ov1:dUig:;th'e;r:·:::"z 
Operat:r:o:g:;relephone·:~ottipa1Ue.s: ~and -theu' :cus'tom¢'r:s.~. : 
a ._v.ebi'cIe :by' ~Wbic1i':£uture':S,e:r;vrce: .ne'edsMmay, ~be.:~·:.:·~: 

" -,1_ 'fr' ~ .... ""-' ........ -"'.,:., ..... ""'* • ~.J_'" .. : .. -' .... 'i,'...;"'A ... ~..;_ .... .., ... ~ ~"J.N ....... " •• :, ...... ..;.~~ ... ,\ •• t 
satl.S .. e . 0-::- ,", ~"... ,.,:: ... -,.,. 0'" :. ~ : ........ ", .... .. .... ,., - ...... ' " ..... , - •. ,:. ,..,.... ." r 

-" """.... ....... _ ......... • ...... , ) _ .... .,. ................. '0-..,; _"r~'-l _ ~ ,I :"';"~"'_ ......... )1",. .,,)_1 'I...-, ......... .,i ....... 1 

"'The .:staf.f :;;ha.s:~·'alS<> '::eo~d~ :the: term;ot;s.y:it~~lj.:: 9V:;.c: 
with specific products ... =Tb:e:::operat'ing::Teuphone. :0 
Companies ,must use specific:. products. or groups . 

. ~>-

-=:-"'::M . 
-0 .. -
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of p~oduc.ts . .regardless __ ,~f .s.O'lr.c.e. ,it;.;:pr.~Y.iding .. ~ .. " f" ... 

servl.<:e 'to ..:f,:t':s: ~c..ust·ome:t:s.~"" ~ ~Cons;t~~'x:ati~~/S":.Ch, :~~ .... :. .. 
as ~tena.nee;;:; syStem' :.a.tld,)·network' ·compa:t:tbl.·.~: ~$ 
durabl.lity ~ capacity ~ etc., are necessarily' ~a'" ~- - - -
part of this process. Customer needs for !Ue.W'~: :)~O:::;~' 
services ... which haV'e .. ,been. "i4ent1-fied ... ,are, ,.~: :c.7>,.,.", , .. "":~~' 
eool;ditla~~~. ::by' ,the·':CUs:t:omer:.~S~¢e:es~ :nepa~ent.: - :;~i';' 
and"~egu-;'t',ements:'such ·as:.·):'ectu~x:ed~ :c3pacto/,: '. '~.-,':.::'. ;. ~ 
eompatl.bl.":tity,?~~and'· :4ura~:tlity,:a~.e~·:de.t.e'l::Dll:ned:'. ~ .::.~~ _ ~: 
Manufacture):'s' -'both . Ye s't em. 'and" 'GeneraJ: "Trade~ '~":-'.J -~ 
must then' ~esiin 'and' "devel:op: :ecti:1ipment"::t~: ;::-,._;"::.:~~c~S 
satisfy the Operating :rel'ephone··Companre·s't~..., ..... "" ',' ',\"; 
(their.:customers-},.:'l:equixements:~~~: (:Exb:j;bi..t. :;3:04;",: ~::-: 
pp·.29 ... 30 ... ) '" . ._."' , .. ~,. _ "' "~.-, c""" 

< '.~. • ". '.j,A'i~ ..... :. . .:: .... __ :;.:..... ~> c. :, .... :..!"o::;.; ~~:...:.. :,:;£:./': (:'r': ~:j ..... ..:~ .::c ::.r.J:OCO:. ,,):.'" .. .: :; c ~ \ ~ • ~ c ;,.. J~ 

~> .. ' ·'13:~::-~~:~~·,~t_~(~~,:,·R.~~~.:.S ': :.~J:.~.:~~~?~?;)~0i.i~; ltJti:~k~i:.9~"Ebct:J~;~?).:I~ f:~~~ 
of the s~~.if,~~_.:BD~s~,.~iS:8..~.~?!,,~d ;.1:?Y,'. ~):le, .. s.t.aff.,.<"" ~·"""'VI'I. ~'·o ~o·''''.-\~-''2 :';..,,,, ... 

...... ~~ .......... _~ .. w,., ..... __ ... "'i ... \,._ .. I ..... _.4, .. .;.. VI.'_' .... "'..,L ....... ~~ " .... ,...1 ...... ,. ... ".\ .. ,~_:::, 'W. _ .. "" .... ...JJ",J\...,.."._.,,! ........ ,_..:.:r ... 

. ' ". ~'. _',' In.~~~_r~t~;-~~s~t. ,Of,. ,~r~~~.ty,.J',..,:w~ .~.l.l,:,~?~,_d.i.s~e~~,s'\ ~;n~iyj-!l~,I ........ , 
'" _. I.,,' ,,_ ..... ~r" .... _ ....... 11 ............ '-...... , .. 11 ..... ~_~,-'~~ .... """ ..,.' ... _ ...... _ ... ~ ..... ~)_ V,.A..~Jo... _'" .. , __ "'.¥ ... , ...... ...., ~ _._~,_,'" ....... oi-..,r .. \,..; ... ' .... '.i ..... 

BD.~s". as" .we <!;~ .~tp..' ~~eti~2., .. !A~ ~.P:r.:o~l~~~r-i,s.. t;h~ ,~e .•. ~ow\eve.r,.: ,a, ;',: ... ' .. ,. ..... _ ..... _,:) ... ~ _"'.,;.." •. ~ ... ~.,_ .. ~_"':) ... ;:Jc_..., _ ....... ~ .... \'u~_-'o_) :)~ ......... "'~C'r.:,:.,J,:) 0_ ;}.,tb_5). 

review' of all the Customer Services BDPs in Exhibit 294 sho:ws &. s.ligh/t.ly 
41\.'-1":" .. \".; "II;"'---\,...J 

diffe!=,~nt,s.la:c.t. ~t;b.an, .. f.o.:z::.,~;k~~~ng: ~. it~ .. tI.J4Y..-,.b(e sJta~~d tbcat~~a .maJority of 
.... _....,, __ .,I_~ .... ~ ..... __ / ••• :),.,~ •• ~ ... _.w_._ ..... , ... ·.,,; ,~ ........... _:..;.....,I~, .... ...... c _,:.,.~,*t..t=. ... "-."' • ..., .. f~_jl.;.~,,.j • .:)~ .............. A-'V\r.t . 

th~m: <;o ... not:concern .. c~~.i~,iye\P:J:~~~s., ..w~l.e~ a "m~~~ity.; .. ~a:~e>,su~ .a.;, ..... 
1., .. '....." ... _'_'I,_ ... t/ltfv ..... J.., .......... .--' ~/ ..... )~,. ..... '4 ... '.'..r'...JJ_ . ............ .,..~ ......... ) .... -.,1 ............... ....,. • ..)!jt_/N"';~ ".,";')..,J:. ... v ..... '-' ...... J-.fj ... _,.Jjll~ 

connection (see~ for example, :BDP;~O.52~/.390. and, :B])~ ~O,S,3S/..7.~,O)~. " 'Pler~~>.~ ~ 
.4\t..,.V~ ,_ ....... ~' .... <'..: .,. .... _ ......... ....)_,-' ........ -..,J~_'.)..,_ .. J, • ......,. ............ "',j );J ... v .)~"" ........ c 

are, as in ma.rketing".~arguabl,e. cas.e;s.-:" .. :th~ _s.t3:f.~ ... _s"adius~~t?-t..,.is within" 
........ _ ....... ~. (_,_\. "J .... '.....- "-'-/ ,., _,.("-' . .,,.,~ ..... ):,_ .... ~ ,) ...... .1" "..~, ,;_~,.". >J ..... _:.J .... :.J~ •• J ...... 

the range of·.:eas01l3.bl:eness :'and .:Wi1.l,-:be ~a;dopt:ed;..:~:;~ \:::::.:,~.;.r;., ~o 
E. Engineer:i:n:i:aD<:i?Networ1C.·:'Se~"deg::~;;=·,!--:,,,, ,. 7~)';;::-?::':~':;::!":: ... ~ :0 --.-.;;.;...-= ...... --........ _-.;;;-.. .............. __ ;,,;oo.,;-.....;~;...-;;.;o.-..:. _ cO';.;2 ~) ,I) .~:':::... ..., J:~ 7:~; ~;:t)v .S ;;0 

The staf£.,r;s; ':review; of:;th±s ,:depax:tment~':a:l:sor~esu1.ted· in 
recommending a p4rtiaf. :~i~At:~:aD:e~~' o:~ ~i1:s<a;~t~~tt(ls> .. 7 ~e,vs:ta£f t s 

t .. •••• ... ~ ...... _lIr' ... _'-' "' .. _ .;_ .. .,J.O -..I'-I.J.""~ ........ ,.kJ.,I. ... .,.." ...... "' .. 0...,J' _\ •. .II.OI''''-f~)_~'' 

opinion of this: .:department t,s;.:a.cti.~t:ieS. :is>1as.:r:fo~oWS! (Ex.b:ibd."t 286" pp." 
... -'" J''''' ." f'r' .-... ..... t"''' r,,\'I"~··o",:, r,..~o,..o ...... ".... .... ':'~.': ....... tof? ,~}".t ... ':\.~ 3-38 t 3 ... 40)- .. '!.~ .......... -., .J •• J_ - ... ~ .... ~.--'" '-. -~, .~ .... _J.~.J'- .• '- .... -'-

o .-'.~.; .. }~,::'(~.:..~~ -=..::~:;~ .. lj ~,:r!~~ ~:-:[")..=r;.l!,.C':;:c,:; ~)r;o.r:.c:El;~~~/:: ;:::':·~~;'s~~,co 
"'!he Eng;tneerl%ig !'and: ..Network ~Sex:v.ices.t:Depa:rt%ne%lt.l~~':: 
charged .with::.the :.genera).'.:responsib:i::bity.J.oft:prov.idmg 
pla:rmtng,. :assistimce:.Jand':'advice.:1:~\ltiie·~opel:a~g:)~:: 
companies::.-for -:all;'~'Plaut' . .'whtch :connect centra!: 1: G I~ m:, 
offices to'::the- ;·.Be.-l];> .:.Network. S. 0 ~':' r.r0,~·.· ~I:: .:.(.;'?~:: . ") :::;,:':z 

.'" .... : ... , ~~_, I~",,-,-: 411 1'",,\ .J_",,", I ',. ," ... ",...., .... ,. ........ ,'~. -:;:.... .... ,.) •• r • 1'\ ~ ,10- I t- ':'1~'" 

"This" dep~en~: :c;.ons,:tg~S':~o:f~J~b.r,e.e: '"di v:r.s.~.o;c:s i~:' :::.~ ~:::~,;: 
Ne~o:r:I:~0pe::at4~ns·~-, ~S:wJ.~~ing,;.·:::.and,. ·~ansm:±'s.s,:io.n:: ....... ~ 
which . :~s :·~l;l.~ted to~a:t:d :th~~':~:e,ebJ;l±,sar -aspf7ets: :o,f,q? 
operatl.-ug-"a' tel:ephone ·system~-·~~Sigttl.ffcant :po~~t;LS: 
of this department participate in the Product .... ~- .; .. ,.;. 
Developmen'C;\·P:rocess- iD::.consox:t:,:with~r.ep:r.e'sentative$''' 
of BTLrB;1d :~.W'es-te:m::E.lectric. ,;:::o:.:~o-::::r.: .::I':::::l,:.:)cz :I: 1:..,;' 

:.' .. -:-. ~ !-::,-r.::'. .... C :,' ~ _ .... ~~ ~.:...c-_ C; "'"# -:. ':t ~~ -.."9 1....... I':' "' .... 'f. .....~~,~ '.,.~ ~ar;:C!:f'f1o..., . ~ _ ~.,.. __ ..... _WI' _ ....... .., .... o.,J_' ... ~_.-.I r ........ *" .... ,.,,~.~ ........ _ ...... :.1<-::1 ..... , .... ,. 
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"Network Operation~ (Dmsr-on: ~ '~':):' ~:;.::;: r.~) <::. ~:.: 
..... ~ ... J ~ _ ."_,.,;"t~.~ .... :c\~'?~; :r:r2::.C-;::: 

"The Network Operat:ions.::.:~iv;is.i~.n} ~x:f~x:ms; . .:.e.oordination 
and staff work .f~r·lthe ,pl.aml:1ng,~~ de.s:ignfC:(~intenance 
and operation of. the :ae,ll Sy:stemnetwo:r:k,. Examples· 
of the work ··of··th!s) d:[V£s:!on~ ~ine1:ucf~-;::·:;':':.r: ~ -:, ' 

"1. Developaie~~~i i~~:~~g~»){~~~~~ 
planning~cs;tu~es.I:.whi.~ :.~y:~l~,te .. :::: 
the future ~needs.,to£. ~t1le .network. .. ~, 
including. pr~s·ent· anO:"futu'ie'~-'-'~'~ 
possibnit:res'~ ~·in)~product~'-,}:7!C:':J -: :~N':.~..:. • .::. " 

mod:rfrca:t~:ton; <>r ";(ieveI-.opment.~.,;·::,~~::.:-:· 
"2. CoordiiUi~ii6h .~~ :~~ii~tid' ::-ii::$e 

effects of eur.rent··pIanrii'n'i .and'.--
imp.remetitat:r-oti~:p~rtic!p'''le''si.an(f.'::' ,')C . :: I~ 
proee<itires";'con Io~::range::p'1'ann'itig) 

1 j • ..., ...... ~.",'., ~.,.. ........ , •.. ;', ": ~ ·~",.- .. .,.o ' ....... resu. ts ... ~ .... -'<-·; .. 4,.~ ..... -' ..,J •• ~':..JWtt~:~ , .. J..,_t...'"...,_ -",v 
." .... ~:r'~ : ..... -1' .... -:-· :.,...,~,. •· .... ·_M ... .,,'., ,. ::"r"~·-r.~~o" 

"3. Ass'is~ce'-':Ui'aei~opmen~~~f.:-·:.i::;~ 
. forecasting'methods .for .b!J.Sy-hour _,... . 

. .- e .,:,,:'\Cu.StOmer·-'l.isage ;cancfCtranSlatlng:;::,;::;:-~~::::·:: ... ~:::": \" 
' .. -: .'.C' tlie:~oreeasts to:;network:re.apaciey.G ~-?;::?~::s . 
. ~-:: .I:~f~,~'''': ~:,~;,,~":,~ ,"!~:~::,.',)::~ .. ;:_;.~ :::IJ '~\:;~'.,,~'~ ~:":~:,,.(~ ~().:~~:~':,\,r:.!) 

.. , _., ",4.: .... ~blie:ation o:f;:.pr.~du~es:.;.wh.i~::: '::c :.'.~!.1.::=O 
.-.. :: ,:~~C':';~ en::mcia~j:.the;:~m~t ~e~~ici.e.~.):,.: 2:;-::~ :::.or.;~c~ 
...::r~.~: :: "., .::con£:igw::ation. o;f:~entz:al_~£:f:i,cej::-;~: '~'.:>~,c.r":'~ 

equipment when faced ~:th::~~~~):~.:'i):':; ~,~~ 
needs. . . . 

~0:~~71C ~~~~o:lw2" 
'!5. CoOrdination of. BTL and 'W'e's't'ero:. ,.. . ,. 

; "." 'I. : :" I. .=:;~ .Elecme:..:product cfeve:!opaierie" wor~ '; = ~'",' ~ ~).:.l:' l! 
." .: y" ~.~ :':.' (;~ ': ~'>-":: : --::; ,:. -':' I:' :. f':. ,~ .. 6 ~ ~:: ~ 0 C' 2' .';~ -:- ::~ ...: = r; ::. \ ;; ,; -:: -: J~"~ c ~) '..;,. • ~:~:.:' ~ .: .,/-; £) 2-

:. ~~.6. .De~elopme;nt,\.:.~f:.:~.:t:f~r:a!4U~ :-;::; .,:", ::ol,j"~~):::-;o~ 
- ~ ~ ,. _measurement:-~.pl.,aD.s; ;~O: e:valuatE!;-::thc:;., ;;01: ~~ ':v,,::o 

~.;': ~~qoallty :,o.~ ~¢~S:~ ~p'r~~.4.ed. .;by:;. . .;~; :.~ ~ ~>:'C-=0 
" '\ ··-switching. ..:svstem. r • '.~."" ':. ,'," (~... ,.; - ~ ;":, • • ': :.":' ,~\,.v_ ... ':.~ ' ... ' . --- ~. '., ~ '- J.;. ... ,,' 1 .. """'_wl., • .lI-' ..... -";..;, ..... ~ , ... .,J_" .. "" __ .... Y"f ~,..;=,. ~ 

-:-::"7;:':~ DeveIOpment~~of.:.:trdn:tuiJ"eou;~es :::;::':".i. ~?C:C':C; 
:::- .. in-"operae:i:ngCand..;m:alntenance, .:!O;; ;',1-::":: ~':2~)'::-

procedures for network systems. : ::,j;:.::.:::!~ 

~"I \:;,;: .• 
~"'\::""I.."' .. i'I. 

"Transmissioncn:tv:ts':ton:Y~roo~ ,t>::::~ : :-:~~.::;ol~)v~)': 

"The; Transtli!ss:lon "Di:V:i'~~~~~~i~1¥~~s:[~i~~~or p;oviding. 
gtll.dance and ... eYner:t:tse to the ,.oneraUnO'. ;..companl.es in 
all areas ,:,Whi~ affect ",th~-t~~i~:c>£: tele
eommuu1cat:Lon ~.:~ignar~:: :;n:i.e,~~pna~:::,o(:*s di vis.ion 
is on long and.,sliort.-:b:aUl.,_transmss:(ou. .,,~;In general, 
the process of'transrriiss'!on -'can bee "described as the 
transporting of a signal from one -p'oitit"'to' another 
while maintaiIi:ttig~at~ons'1'stent .;quar·i:·ty;: C ::The -work 
of this divis:ton,~:tncl'udes':':·'~:;<~o ... ,J"'.;.::;' :':,:,: ::0 

t.t-~ .... ,._oJ ... , ..... . ' ____ , ....... i·,~,'f ~_" .... _.' .• ",..:.~,::"' 

"1. Development ~of.:sYst·ems.,~and:' <:':.: ,~.~: 
facilities :wh1Cli.,'eouve:t:, .~.<.~;~: .::'::: 
telec~Cat:tons. 'si'~.R1S:~iiito. ~)~:, 
a transmittable form. o~ -"'" ... ,. ,--' , 

'--$3-
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WSwitching Division 
... E .... l"'rr ~-::'~:""'l - ...... ,..-.,...,....;.I,,--r,,:O'" c.~ 

wThe Swit~i· 'I~r:v.i'sAO};,.O'£;"'~ej~~g!2;e~~2and i'ietwork 
Services Department' is responsiol~ fo~ cen~ral.offiee 
connection with tne:'::~OmmUni'cat'i.onslr;network. ·nlis 
division overs-ees: :tne systems C'arictSequipmerit' which 
process signals~:--:(nCOm::r:ngCfrOm.::-:a: ciist'cimer:.¢r the 
network. which necessarily~1mist: ;'be:::sWi--tche'<i' to' the 
proper line ;:or,"':tr:unk,;:t~::~:;d:b:~eCcted:C'to ,~,the p:r::oper 
destination. !he:~·ac.ti:v:i:t-ie,S:i:of, r:thiS;~;diyi;s,ion ' 
melude: '~"""'('-'~II,r-... -",:"-,1"'''---\'"',- ...... ,-,': .. C,~j.,_ ... ~· ..... /~ .... ~_,_ ..... ,' ....... \.l,., .... _ .... ./4 __ ....... __ '~ .... , ..... <.,_....;._ .• l~ ..... _"'.~ 
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"3. ::.Development<..:of repairland.:;:-Ioo . O\O\lSc~\ S'cC'. 
testing procedures whieh:a:re :?::,~:io=;·· ... r:.; ::..:(,::.; 

~uni,;.ormly .. ~pp~.iea?l~~to.,_, .. ~,_,.,r. ~\ ":' ::.~; c,---:c
.. stancrardized·-·sw1tchl.ng"ectuipment~~. '::~:~. :.:'::': 

• ' ... ';'~~ .~y"""", v ..,~j ... ~..., .. " ....... ,~'~ •. ',.,., ..... 

.. 
• ~e~c.(*A. 

. ;:4. _ ~ Coor~tlati?ll~.for. standa;r,dizatiot'J, '. _ A, '. - "'.,-, i' ,': :',: ;-:-. ':'cC' .' ":'-',_ .. of-· support~ 'systems-'and" equipment. -•. \.,j ... ~,~.".. - _ .... : .... . 

.. - ," ('. • ~~~ I. ~ ... .. . 

,-:". ::~:::·"'''5>::pa:rtie1Pa'tlon:'In-ther;d~t~rm.1ria'ti~n~: .. : ;;~!~ O::''; .. G ::0';: ;::..:v..::; 

. ::.;.' :<".,:.: ~.~.~~ ,:..:~·\:,~:~:~<:~pr:ocess;:\of~::,when.-;.tO: .. begillt:-::;:~ ... -:~==~)~~ '~::":c~ Ii :,:;~.~);~;"{Z ":c~'~c<:: 
.. ", "_. ~ .. ..:.pr~uction_.o.f 4_par,ticular,.,type ':, ..... ~ ... -.:.~.-......... ",..'r\'" " .. ,_.",..,' 

. ,.~. .~."- o~·'·sw1tciU.ng sy"st'~:-", ':>"~'"--.''' ... ""~--''''.'''''''~~''~- \r:.~ ... ~ 
" .. x __ , ~'<"". , _ ... ,,..,.. .• _,.,'t_-:" ... -._~;- ""-- .. r ..... ':~ \-;.,..., '-,~t-""',·',,··V'r"-l-"''''''' ,,(':'~ ....... ('; .... ~ ... --"1- .... '~·,..;I'-, 

.. "'The- Switching··Division-i's ... ·il:lvolved .. witli .. those-produet-··-·'·'--·~" ... 
. ,.; tea.1:ll$'":'.i1:tstrcmental:::in7:the-: Prochlct.: Development'!.Proees s •. :.: C>.i -= ,;~ '.~::: 

'I'J:?e,.:.staff .. , has~. determined .that-act~v.i.ties:. of, .the, ","T > .... ~.' "',, ';'~";I~'C: 
SwitChing~ Di v1's1on~ are ~'contr':i:butory~ to. th'e ~ pt"(,.duct...·-~ .. " '" ." -""'.-

".~. :: de.veJ:opment.:: proeessll:~s.:::: :)C .:'):.. ~):): "::'t (~"=::.. :)C' ;.):.:":0:: ~~ ~':..'t-:':':~ :;.c~ ~:""~:;,:..,:: 

"Summary - Engineering and Network Services (~o"::' .<: 
:' "~ed:·()n:its::::re.vi:ew·,.·Of th;ts':: ~e.E~~~~t;~tJl~ S:.t:a.:~f:-:!:'~ 

, ~.~ has_ determine~ .. that. $539~.6:6/.,- of, ,,t'lie, License,... Contract.. ._.",. ~.'" '. i~ 
"' ~,' fee's bl11eCt Pacific retat'e;"d1rectly~t'o"'the"'"' ~ .... - ... '-'_., .,,',J_.',,_,,~-' 

,:' .. ', : ..... -::.. devel:opment:;,and:.\-eva3.uati:o~o·f products:-:manufacture<P:"C~ :;~':::'::'J::'J:;' 
... : .by,.,wes:te~,Ele~tric.'~ C',..;::- "''''0 ..... , ......... , .......... -'" '\""""-'··O';i~".;,·f.. t." .. .."oco ... c 
~t_, .,..1" .-,,,,~,,,,'., ....... _~ ... h ...... _"" 'I'--"'"(,..,\"" .,;;. .... ""'" ~ ",I~" ~r::'J.I.~'. __ ..,J ... .,.r_! _~ ....... ,.I(/V ""'" .. " ................... ~ A.. . .",~.. I ... 

. .. ' ... :: :.::~~~~ ~d.":t~;~:~e~~~ ~~~!~~.~t'"ltr. ~E-l?P~:Po t~=i:s~~f~o~.w;l.:~ 
position, arguitlg. ~¥.:;: ~~~~?':;~~~.~~.::f:-.:~~~:~e.~~~:=~,E:~1~=~~;)=B:::P:8m?,~~?n 
of. wes.te:rn_Ele~tric .. ~s~.pr.~ucts .... (?pening b:rief, .p ... 2.6). • ., ~.,.~_.,.,,,,_ ... 

.. " ~v ~ ..... _' .~_..... .............. ,...",-.,' .. ' __ ........ ~ .' .. ,," ~,,,_';'''l._'''''' ......... .. ~,.<. .. _1,. __ '\, ..... w .... """ .... ·1 •• 0(: •• _.I·t~ ... #.~ ..... J. 

c.", _. _ .• ~ ~,_ .... Pac,ific~ 5-_ ~tn~ss;..Denni.s ~ des~:r:rb4(S~. tn,e, .. wor.~oC:£I:l~: departmep.t 
....... .- ... _' .... :.J'. _ ......... _ .... ,.; •. J.", • .. _, '"~ ~_.''''''' .'_ ...."" ,..,,1 6.../ .... _.-..;.... .."", ...... _ ~"''''_ """ ... ,~_ 1/ ! .... , ........... "" .-A .. ,:, ..... <..;., ~:::>l"' ... J\ .,J •• ,~ ~ ....... __ ... ,",_,,_ .I. .. ' _I. ,"-'..J..,I 

as e:o.sur:ing "the._ .e£:ficient,. , :~ ,ti~.izati~n of .... 1;h~ .. n.e~~?rk f:ac:! li,tie.s " 'c _ :'. (": 
_~ .. _'_''''_~._'-'_''.' , ...... ...,~' ...... ~ ....... _'v_14~,. \ .... "'''-'-A .. ,J~ .... 1" .. ,4 .... _,..,..... ... ....... v_It.""',_ .. J4' .......... _.t_,..J .-,..J',.)",vJ.\..l*"",A_ -.0 ~~ ........... "'1 

(Exhibit 3,o4~: p,._~2J.~ Wer,.~.l.l~.s:u~r.ize,..hi.s~tes~~ony,. r~g:ar4in~.the ",': .. 
10 .... _ _ ., ... ,\., ......... -" ... ' .... ...,,··._ .. ~';._r.·\_L .• ' .... , ....... JI ..... "'" (, ••• _ ... ". .... ,lo.- .. _ .. -..I ....... _,~,. J ........ __ ..... ~~"""'_:..J _.,J,~ "",,,-, ... v '."~..J 

four,,~iyi,sions·.,(~li1:_, 3,Q."; PP.·", ~~?2),~ : ..... ,...)1", _~v ',"''' ~~,~..., ""1"1:. "' .... -"""""1_": _.~ 
_ • .,,)- .... ,,"\..,..,.. ........ _.,,_ ..... , •• __ "'-' .. ,..1' ..... _ .... _ ..... ,." ....... " ..... _' .. I. .... " ............ ~ ., ........ ..,. ,,\ ....... ~-'_~,..,,40., .. , ... ~~v~,.,_~ ... <.~ ...... " ... .. 

Switching Division: ,_}'he~ d.1.yisi~~.n .~s;> ~esp.ons,i:t>.le ,f,or ~ ~he ~ r ... .. 
__ , T _~ .... _ "_ ,_ •• ~ ..t"I .... I-' ...... " .J .... , ...... ,1.,tA; ;:,... ..... ~;,~ __ \,..,1 """"'-".'oJ!I,, _'"..) ...... _ .... ~, ... _ -'~Io..-'Ow 

engineeritlg~ operating,;.~~.~:"~~?~c~,jen~.";;~?cp.~e~~~\2£o~h~c~lephone
switching plant. 'l'hiS) includes.:: advane:e:>'plarmi'ng:: and: es~tab-ld.:sbment of 
perfomance standardS~:.:c:.St8:fi'spr6posa::t?wo~1<f·'d{sall;o;'::i~~ie~ of this 

· ..... -r ¥r ... -.\· ..... • .. : .,~.- ..... ,..,.';,.~.·· ........ O~ Cj\;o\ .'.,'''("", cc~ type of work for pYAmnl:e:~. ~·_J-:·"'''""~7.,J, ':"'-'H_:J~". ;) ~ ....... \''''+'~v ... , <;,. 

, --''!;._ .... :J;;': -. ~:-:..:. • ':) :J;:"ftj.;):"'~ ;-i,,::cr.,.,r~~~r: ~~'J'~':; ,i~~: :~":':!:-"::::DZ 
:SOP 0631/060·,o;..:whl.eh d.s a:)'s.tudy:-~·t()<)·8.S:S'\l:'e!C 0r::'::o.,::VO"!C: 
cocpatibility:-: .of:;.swl.tc;h; n'g~.a:c.d. s:lgns'J:loing; ;between,rr 1: 
Bell and non-Bell operating companies. . ;t:~);;";f'C-::')V!):) 
:SDPs 063l:/020;:~1 030:;:o080;[.:and:: llO~:'.wb.i'ch. 'eon'c'em~ s:c~ 
engineering .of:·:vo.ice:· terminal. ,;-:;'-exchange;.:.r :-r~'::·",·o-:c:;-::::,) 
intercity, and other .. :; ,switchea. $erviee.s;~bc.l':: :,.;:::. ::::):'J 
introduc.t~o,n~;o.f.Jl~w ,s.~.ryice~. ~~. eE.~~c;!~~.:,c<~ ';;'7:C6 
operat:i:on of" eXlosting servic!7~':::':::!)')::2:2.::.!:. ~)::;'::;:"''"::~):::::':£.fr: 
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BDP 0631/070, conc.Uningt:.,the newestje!ectrie .::,. 
toll ~tching· system.;:~, ..... ~~.S',!:"~~.~~,JO-::C 3nl::z8= 

r' ..,t. ~'--) ~ r"·", "" '," ~ ,- - _'" .. :: r ....,.,...,...!') ":t. ~ .. ~ .. r 
BDP 0631/100.,.. regardilig~. eeritra11zed;~:opel=a:tor assistance- systems;:-' '.:' _ ........ w ... ,. _. -' ~~ .... -, ._ •••• ,.- '-

""r-. '" """ I~'''''':' :"'\-1',' ... ,., {" .. """I ,..,- ...... -:-"" ...-""(', ~ -r.,......,f'\...,.,(\~'" .;,~ 

!he witness Ulentions .?~,:-,~~:~~~~e:;~.;e;;~!e~~~·;g=;P?tnts out that the 
division also assis~~: OT~J.p..,~entra1~officei;perfo.rmance;>measuremen1: and· 

-,_~ .... J_,_I,.""",,,~ •• '_....,I..,._/~ .. ,I .... w ........ ,\,.l ...... __ J .... " .... wwI_ .. """'"...;.... ._ 

power systems, holds serninars:::r:egarciing-:.eugiueering:methods of reducing 
.energy consumption of~tc~i~sys~'etis., :~d~·~t.tici:~s~ the re-use of power 

""_A._A_, ,'.~ ".. ~. (-;. ... ~ ....... __ .... .".!:." ..... :...) 

equipment_ from electromecban:l cal ,switching:,sy:stems""iu~ el,ectr.onl.c 
_, ¥~ .... ~-' ..... : ": l. ~'~ C V·i "'.... J. ........... rf,. -'~:,J\r .... Cl .. ~,J"... ..:.......... ,.,1' ........... ,_ 'Ii .... '" ......... -. ... "..,1_ ..... , .... "w ::.." ....... 

systems •. ,' The,: staf£,.::-:he.: po,ints"out;S" rec.ormnends,:',diSaiiowanc:.:e'..!;of some 
" ",r..., • '. ~'>' ." .... ~., ." .. "....... .. ~,...; ... > ",,'_' f"'# ./"".-.... ".. ...... ,"' ~ " " ... 1 ,~".: .. of"" "'l1lI • ..., '4'''''~ 

BDPs which include this~·l work; - ··WIhese a.re"ll.ot~' aet'1v,:lti'e's"', whi:c:h a, 
•• ... ;.....':...; ..... l~./ ..... C' '"I": "''''' (.,..r'~ \ .. :"'0; :.Jl. _ ' ...... , .. i .. 4C'-J :...,.:. .... ~ z .0 .... ..-.;.. ... ''II' _"" :::,¥> .... .c ;..' .... _ ~ ... 

manufacturer should be expected to performt!,2:heo-said:'-':"IJ':1((£Xhi.b'it 304, 
1'\ 46 ) ',.J -... ~~, "" __ I'..,? -oj "_,-)r ..... .(Io~ ... / f"); I"Tr' -'"' /"'f' j.. ....... ·:r, I"" ~, .... ",..,,:," _ ,"''''~r.-~''''? t' l!'- • , ........ ~ .... - , " u .,..l ... "I..,I''''.I-t_ u._ 401 ._ ........ •. I,-"-~ ___ " •• .J' ..... ..i.} • .... ".1, If .... J..:- ....... ~"',.,.,..,.'"" 

Network .. Operations"·Divis.ion:::; Mr .-;...·Detmis:~ s.tatecptbat'! this 
LH-_ • ""J~"'" ..• _ ... ,.... ,6"" •. - • ~~'*"', 0':":. ....... , ~ .. ,.:- 1"'1"'''_~'''''''''·_' .... ,,'';... "."r"': 

'division seUdies'-'lon&:range:·:dey.e:lopin:en:c~ '?'t ~he~nAtio~wi'de;,.l~~,tWork and 
, .. ~_ .... _ '. ___ ;..J:.:.; .......... ~ ........ , .• .4_,. _ ...,~ ....... ...,J-.~JI ,,,,,,.~.,;.._ ... ~ 1:,.,._. ,J ..... 

advises OTCs;~:how::.t'<>;p'latl::~£o%-'.)the ·futul:'e.;.:::.:;He.rpo'inted;:~uto:~ the staff's' 
,~ ".. ~ .... , ... ,'-,' : '::' -- .. "". - "J< .-: .... \ ... ~, ~ .,."./' 

proposed disallowance concerned only BDt> 06251050",'" wh1ch""should be 
allowedr:1il::"lUi:: opIiij"on'; ~:'p~oViding (rocumeriti~:thn:"t~ :t.h'e<\lO!Cs. to, help 

. th~~ effic:ie:ntly: :engiileer: ~ieetroru:c~~;·SWitchin:g-;·:~~st~e~. 2,::1 l.';.r: s ~ ~'~":::::: ~oc: 
.. r ......., '\ ' r ....,.. r,....,. ................ ' ,,,,', :'0 

Transmission 1)'1 vis1'or{: ;: Mi~~jDetmis.:l:d:;i{sc:ribe~1:t·s~) 'ftmct:i:OO::;f as'" 
... -," -.'p .. -. _" .... " -' (I ._ - - •.•• ,. ~." '~'_,,",'" t:'"\~· ... ';.."... ..... 1"\1""'; "",~.~~-~ ."." .... ,. ..... ~ ... .+'~ ... "C'-t::r ' 
c.06rdinating- 'advance - plAnn'iDg~ '.' ·illclu'diD:g'"'seanaarcr:i.:zat'iOtl' micr' introduction 

J ... ~ ...... ~·~··~.;o.,r·":\ .... :_T .. ( ... ~~.,~_ ,::,.'''' 7/ .... , _ ..... ~·' ... I ... _ .. -~'·"....,"I" • ... ...,..,.,.,., ...... i,':..~.·, ~ .. ~"'~ --..~~'....,."."r~,...4~ ..... ~-("'. 

of new or-''improved 'tr:ansmiss'i'on: w ·'Tlu:s .... ·ine1udes ... ·s·dvi·ce .. ·8.n<l"ass·:rs:t"ance· 'to, 
-... ~~;-. ··'r6 ""¥ , .... \ 'r\.r~.~"·"""\ 

theotCs: :an-d::;eduCati~n';; ind: trd':i.niii,g -;;'OT'~g'ement pe:tsonriel ~ "iD.~ ... .! 0 .:.nx..::.. i 

transmission matters. Mr. Detmi; :s~i~t~ ~ t~~ s-t1ff:)s?' di:s~;:i:i~;-~~e=;.:o::: 
would ~~lud~ tm{~2~f::tb~s:~ork:;·;·~·H~~ dft~d' ~~~~:':;'~j'=~ 

' ... -:-:'.:-: '::~I"= BDP;-: 064:4/020 ::·~:·64d~:~:~Cf'060~:~>~dnc-¥rrii:ng" ~,t:: :;: D::~X:;O . t~.r:;:-;;:,)~r.·.:~~r.:~) 
:.: ::.": '-:p.lsnn; ng, for::.~ futill:e~. need.s:;:.-:e'£fici'eut.J USe'.'!'.oi=' • :; :r::-.. : C ~:r: '::':i ~ ~ : ,.:~;; 

.• . d f' 
:~ -~~~~: ~P~~?:~(·:,,<m.:~.~,,~~,2~~ ;? :::~8?,=pm~~5-:..~~~!:~~.:,:.! ~).::r:::~::;~,:-::::;c 

BDP' 0644/140 ~ concerning tech:tlical and. ("~ .. X" ~ - :\. -: _. o· ~.... ,) C .... 
administrative network advice? includiri~"'" ,:.> ~v." ,h .. .. "." . : ",,-' 
~roviding OTC:~represent&tives to ,me.e.t...·~tK!\.:2~:: sec: 
l.ndependent::: companies ?~)in.~tl:y~;'a:c.~ ctp:e: .rr:..s:~( :';''>S'!~O ~ 
Gove7:tmlet1t. . :~~;},:,,;:,.")~'~':-:G.:1 .~) .. ~:~:.c.~;:~\~:-:\ ..... ~:.l':,..-rro,~ z·;:,:': ':'J.:~.:i 

BDP 0642/42.0,!.relating:: t<>:.DataphoneS:Sero:ce.:.::ao ;;:SC..:: 
(improving uti:lization,o£.,:·da:ta:; equipment ;'by~the;l:3r;s, 
OTCs and redueiIlg.::ueed :f<>r.)r.epal:r)r~':;Q :,:;;~. ~ ·>(;'::~:::~.;:::l 

BD~s' G64i"171~'~d"j Sio:~", ,r~il;l~d:1#g~·ir.an:s~fS~~n;~:=~~: mal.ntenance engiueering; .... -' .... e.;" "" •• _'"' , ..... /.-,- ..... (.I_-'oJ>_ ..... v 

-$6--' ..... ~;,-



. ::', '".:;' .. ::DiScussi~n~:-: ... A ~evf~~, :oS:(.t~~-:.i?$.~v}~,,~~vD~ts 2-:':: i::~~e shows 

::~~~e:~iltf;~;:~~:~~~ ~~;;'~f,~;~:~~;t~i~~~~~C;~~ 
.... :V..4.,1'\ .... u 

The .strongest, .evidence,.,J.n ..fav.or ,.of ,-:the, .. val:ue ~of..,this. :diY:1sioX).! s work 
..... _ ,., .... ,~.,('o " ............. ~ • ..,,; _ ...... ..,. ..... ~ ..... __ .... _ .... ' ..... ..... • ........ II .. ~ ..... ~ "'-'....., '_ ...... ..:........---~f".\,-.'- __ a...,/'_ ..... • J4.,J. ... 

to t~~I_~:;~. ~:~.;.~~~~;;b~.:.~~~e~%.:.~!!. i~<!~ .. vi:~~~~~~~~~ ~~~~hv:..e~s·,.,.,$~1 
one a:.t:, :a.~~~_ .~,~ :.~~~I:, ,i~~.' :.~1~~~~1 =5..? :r:.he{::.c",,~~~~~r~~~e~~0.F~;~ ~).::=-~C;:;.c" 
~~~~~. :.'.:I~,:l~~ .. .B~P~s;:, .s;:{)~7}f£e ~t>f.~~_~ .~<>.f ,t~~i~~ \e_qt;fp~~~~ ,~E;;~oY . 

:nentio~,e.~ -~;n .~~y:, .~.e...w~ :..o..f::.:.~~m, .~~,~r~g~~: i~~~~~~:;~~';~ ;,~<!? .?g.)~o~"·Z'?A 
the ~;;. ;~~~s~.:.. s.ho,~ ~~~~_ ~!,i_r/p~;~ .~; ::!~:?-~~g ~e~~~~cp..:s~~lem.s. 
Furth~~~~~;A~: ~~;~~~~i:~.;'~ ~~;l.~O?::'~~~;.~f ~~~i~~~~~,~o..:sk .~~S:. 
them ~~.:~o~ ":~~g.,:·~q~l~ ~.~f~..:A·n.: ~~~~~~.i~&;~iJ..t.~l~::S~p'!-~i.t.~~~:v-.:~) 2 

equip~; ::~.o..,;;t~~~~~~~ ;~n·.~tJ.:i~:E~g~/~,,-:! ~t.~~ ... re~j.1.s :~v~~~PPc P!t?J:1~?..t~g 
engineering support for evaluation of ~generaL ... tl:ade ~.~non,-Westem;,J:lecttic) .. -_ ,,_ .... ,.1'" ,.' ...... ' ......... .-... .... .... ~ .... _ ...,/'.,tIo/# • _.,:""""_ "' • ..10._,", 

network transmission .. pr~uct$ ~·fol: .sY;s.temwid~ use,.·. ...(Se~..BDE:~0644/130 -
• ___ """_. "'~"'~'·'''''_'''' .. I .... .... ".". ... Ii"'\ ..... ,"', ..... .....,; . .., __ ""'J"Jc.,.; _~ .. __ ..... __ .,.,., ~_J. .... 

IT al .. ,:..~ ." , .... r'''" ~ ..... , ••. <, ~ ,I>".,~r~ _ ...... .-:',.~'" """".")r -'t ..... ;r'IofI'_...., ... ,.,.,. -.*V~ Gener Trade ..... O(1'!'"amg "'.'JI •• ~~,,, ;) .... .. ~.c..,.Q:;;J '~ •. , C •• _ .. _ .., •• 0 ...... '. DV~ ..... 
.. 0-' . ~ .. ; ... <"'\ ,. .. .... 

":.r.~~ .... __ "'"\~) ~, ...... ~_ ....... -.;t'T ... *"" ~ ... ~~vo'r~~ ~j!J, -:,. ... -~~~c,;:.,.... '\"~ ..... ,tl,'~·.!'· 
'I'he·-analysis~·:of.:th~ :S.t:af£,.; ,.and'~,of 'Coaipath~ .Lnte,:connect, 

.... __ .. .....; • ..,J, •• ........ ...,. ~ ..... ~_~ ......... 1 ... ,.,:.1...; .ur ............ 101 40 __ ;a..J.WI'I'1. ~w 

dismisses genuine.':lletWork~g :.and.:~ineeririg. a.s!'!'a;:mue:lineidental 
........ ~-I·· .... , .. \.)\' ",),:,..,. ./"'" •• ~...... ;". ~2 \ \(; .. ;:, ~r·? '71''':'~1' "'.J'''' ~, .. ~~ ....... "",\.~ 

to the selling of ~.c:ompe:t'it:i.ve. ~Pl:OQuct:s ... ( ,On .:th:rs:~ec~,x:d~ :tller~ is no 
" oJ ..... - v. .,. -~_ ... - .......... ~ ~ .... jI~ \. _) \o.~,'..... 90) .. ·_' .... I \. ___ .,..)", """ .... ~.I ... .., _J ... ,f....., 

basis for the. disa'l'l:owanee ~:of; ther.cl:icense.-contraC:t:,Cwork-::of. ~th:is division .. . 
--("\-"''''''.f'''.'''~~" "i""'·~r"""",,· ..... f •• :~ ~"...,,~ o"': .... .i ........ ~ ~ •.. -(;_ (,,""--J "...l"Io..", .... t'\,-1 and none will oe·-m.a.'de'''''~' >';'':~l''''-' ~".':' '"'~.'" .. -;"",v,_ J .... h .:} •.• .., ' • .,J."''''_'.J'oj 

~~:. .. ~_,.~;....:.=~ .:-:.r },':O'w" :rc.:.::.,.:..",:j:~::o~ .::)~.c'::)·JS z' ::(2':' ,'2':' 
F _ 195 Broadway. :-COrporati"Ott::..:, ... ' ~.!";";,,;·o (.;:>..: j:'lC.: 10 ,::')~,:,'.t.c: J::' ~rrt. 

'With this section, we pass from the "'PrO<luCt! re:l:a't:ton" 
problem. and beg~ :the; ~atial.y.~iS:;~'f:Whe.tll~iier:t~iti'lI:r:~~nse:;~i~tract 

.; .. ''', .. ,. ...,.1, .,...,,;_. " I";" .. i, ~,.." _ ..... ' .. .;....) ._~ .... .,. 'p 'wi II<A ......... , ..... ,;.\,.,... ... ,. ...... ~ .. ) ,..)_.-.,)w ..... ,wr 

funds are used.::by :AI~':::-£()r:;1nv.es~r:.l:elated::;:£unet1ons ~o:We~.bave preViously: ' 
. :ruled that costs incurred primarily ·f~~ctb.'"e ~~b~nef1t~.:c;'C-the ~1ivestor and . 
not the ratepay'er.:;ar~ ,nof'~rop'e~ ra:t~\'e,q,ense's}~~(?adfic Tel. & 

:,) ,..,i('~,.;_..):)*) ..,.;. ...... '~._\... .~ ... ,_~ .. _'t"-_ ...... , ..... '..:_ ...... _ .... 0_._,....:._;.;,; -.:> .... c.r:,,~. --. ~-.. -.;..;;.......;;....;;.;..;..;;.--= 

Tel. Co. (1964) 6-Z~CEO'C '275 ;::8So.;-;:.approv,ed su~;nom.::o.rPaci'fi"C Tel. &. 
Tel. Co. v PUC ;-:(!9'6iS1

)- ;62:c.;:i· Zd'':634 =r.663;:'~W,::caf';:Rp·tl:. ~"':') :;;,::z 
, " " .. -,., ... "" ,,,,," .... '" 0" ___ l ..... ..- ..... v".l :J~ ... "'~ .. ,~"""'_...;. 'J,.. .... _' ...i 

The p<>sitionc:o:S~)Compa.th-:Iutei*c.onnect=:Ls:~~sent:iaI;ly;~the::s.ame as 
the staff's, '<exc.ept: that ~Compath~Intercontieet'!-"$ individual analysis 
leads them~to ~recommend d±sal:.l;owance,.::of .::cereain oBDPs: iU'£add'i tion 
to those recommended:;'by::::the<!sta£f: (:see·appelld~~"to-;Comp.ei.th- . 
Interconnect brief). • cE... ::0 ::J::::::~ £.rr 
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;:: ... /::.:-:~ C,1lle: 195 ;~c{a&ia?'Co~o"ratto; C(!95Y!::Cs, lwhoitY-:o~ed.fby AT.&T. . 
• ""... p.. ~,. r ,>~, "'. '.. '\I ,... v 

,1~S··:\owns'~.mctop~iates) the: bui:td~·-wh1.eh' hous:e1\the?~nera:~Depaitmenf; 
,_; ..... __ .,_. -,_~~ __ r._:"_">"'""''''''''':''''I"''c_-_. ~'!-:'';U_''_',j., •. ,~~r .... j"'-r j''";'.-Ir'-''''~'''t''' "r;r~""~"'--t·",.....{. .. ·.;. .. ,lIIl""l"t''''''"). ('1_""" 
o:~'T&T._\""k' '> •• r.t· .... _ ....... _ .... __ .}_· ...... ,"' .... ,_~",t_ ' ........ "'J..; • .."J"-... , •. -,.-- ..... ~""J._ ... . ',.;).J_,. ........ __ .~~ \~~ __ , ..... _"'~ .... ~ .. ""''':.J ....... ,,( ... .J..., 

" .... , .......... ~ ... , .. ; .... ,:, .. v-~ .. -:.~.,.,..' ..... ':.l.,\ .~ ........ ,... ~ •• ·<IIli,:.t. .. ...., _("~",:","!io f'I',r\ .',._, ..... _c....; .. './'I .... ~'.c('\..,. ..... , ..... ~' .. .;.;:..1 .. "' .... 

, . - ~ J. .,' The" ·Sta.£f 'regards. -1'95"' 'as"b:.aVl.ug" 'been' forme<f"to'· ~comply"wi;th. ~e 
~ -'" • _(#or ,.",,.. ... " , " \'" ..r. "'j 't A, ..... '" ' " 

~ew ;'York':State "nanch±se;\J:aWS: "Whicii=~i>rolij;oit('two-:~e·lephonej ut:f:l:'itYj 0: 
eompanies )frOti 'o~l>ropeity:fn · .. the~"~ame:=sex:vr2"e')';-are;. -sin2e':Ne\.t ~::C' 
York'":;is :serve',r;byNew:York :Te:t"'ephone ~anT' t:f95:'hdcr Jto-r:-be 'e£iateCl~Jf¢~ 
A!&T;::eo~::be~:.::i-n·confo:iadiY·'With:·?~tat~'"::J.av..::" ·r:~EXh±bl.+2"-?'96}:p"). ::j .. j}E):o::~r!:)r:: 

~'t-\'_, .. ",.:.- ......... ,,', {~ ..... ',- ~~~ ~+ .. ": .......... ,1. :' ... __ ~" __ ~ ,...r .. -("o,..!"'" ..... """,./r:-. .... r."'Ci 'f' !""" ..... -:\ 1' ... .,)'-1 

.,." './ ~ 'Accor'di:ng :to . the ·staff·, :');9$) -prov:i:des' space "bY'purcnase' "or' -"'" 
leaSe, ;~tt:en~to):proVidiIig ;£Uml.1:ure'~&ldt ftXtuie~;:':arici: f~it'om:pf~=-:;:~~ 

, •• .,.. ., ~ >to • on -.. .. r 'Ii" " 

services:.'::;' .:A$'~compe:c.sat£oli;:·~m!"Df:fli.iAl'&T ~:at: 2ost~':?~However,:' 0j,:rtr:t ~~I.i~.j 

:iD~hideS:: I ~eb:z.rif·"on 1t~n~estment~i.n:;:(95 :"'i'U t:~e.CJ.~<:ense: :'contraee"1C:': r:p~, 
'. po r""' • ... \ 1" ....... ':'I " '.:' -b:tl:il.ngs:-;:s:nie' -staff creport·~~stat·e:s·ic r';o ':::.!2.!..' ~2.~"c/~ -:v~ ;'~~'OC;C:Z/~~ ,~,::-"::-;'~)9:;~2r;,.:"'· 

~ -.. ~ ". \' ,." '" ..... - l,",' ,... \ ' ~ ••• " ... .. 

'--" '''. ';~e' -TetUrn 1'5' 'co~ut~d":' upon AT.&T:YS' .:average'TCequi'tyr~',~:; >. -;; ':,"": ~,;: 
investment in 195 as compared with t:he' ::.used·.cand ~~,:~',-=::-> .. ";s;-,::,\::; .. 

.. . us.ef:ul prop.er:tY J95,.~~mploY~.7.in .render;ng. ~s,e.rv.ic,es ~'~ .. 
,. - to'Al"&T';"~ 1"or·'the' ~est'perl.:od, .. the'" equ'l.ty-' \.", ...... ' '" .•• ~ 
.. , .. investment of ~~95"al:loeated ;:to':l:.icense<.-Contrac.t.~.;r:!':,:: ;.:,;:;~~ .. ;;:.~.:..-:

.3:ctivit;':MWas $216.,9.07,916, .. wIlile .the .. us.e<i. ,and" ." _: .-: ~ ,','. ,_, .. ' rl r
useful:.-property (rat'e baseJ'was' $::t:tl:;'320i~'400:"- ,'."-~"""'- - ."~ ~, ... 

.. Ihe-pri1lcipaJ.;;~i.tems. wh±c:b.>~Cause the .::di££erence:.:::' :.;~:::: -::,.;::::: ;.', ,; ~:~;:,-:.' 
~tween the rate base a:c.d the equit~ inve)s,t~en,t. ~ r .'., •. ' __ ")_'" 

loS 195's average construetion work~ lon .. 'progress.,: :-:-:,...-~~.: - .. ~; 
and a parcel of land 195 owns wit~l-nOi.~~~~'£~~~,WD;,.O ... .:. .... N· -"N __ 
.future. p~'~se..... ',.. ". , . 

•• : ......... _ ...... ."._ • ..J • ... ~.t:,:: _'._,. :',,;":~ .;:;c:.:;: ~!;~-~-C ;")'""," ~{'7.;J..:::),':.)~~ ;-;!".:.:!: ::..:.::." • 

. .'~It . .is .. a/basic. ·:regulato1:y..princip,le, .. tbat a ~utilit~", .... ~, '''( . r!,.-,.. 
~ ,~ ... "shoutd" earn .a: 'return -on "'the eap:i:taI--whl'cn":Lt "bas" .,; .......... ' ~ "'~, -~, 

, . '., .:' .invested ~:in' ;use.cl,:.and, :uSeful:' ,:proper.tycemp'Ioyed:c'iu· !)2..:; ,:,~ .... ~ ~.! j.::.i:.';' 

" its .service·.toj~the .. pubUc •. ,' '_".", \~ .... ~,. ...... _ .. ,,_ .... ,..!, ... ,.., ..... ',' .•.• .., .. : ... _ .• , , ..... <~.'''.., .-, .. J ...... ,. __ ,~ .... " ...... ~ ......... ~.-.,J_ • ,:._~".,".,~ ...... ",.~., ........ ___ .,....,~ ... ,"" ~ .... ...-~~v __ ..... .I,,-"~_' ~ ... ,~ __ . 

.. ". _"Ih~ stafbff"s, :t:e~~w .. ~~!osed ~t ... th~:se. is .... :n0.,.,"J.(":,:~:-:: ::.:.: ;Ol~: 
----'~·-~-reasona. Ie relatl.onsbip- between 'P!ant dedfcated- - , 

~:._~ __ .. :,_~~_~_:~rxie~g1.A~~ .. represented·::on fl~5fS:~b-ook:;; (~6·2 .. ::) .C)). :L:,,:" 
and "the _eq,uity ~investment .,:;which AT&T ,.allocates ~.:TC:- .,1 -.,'i ; .• , .... 
to the t:l:cense"'COtitraet. ~ -v -- .,. .. '- ~v \, -, ... ' i - - - • "'~ .; ,h 

"The staff views the existence of 195 siml?ly as 
--.. ----a-means-to-eomp.ly-with-a-l~gal-technical.l.t.y..,-------

." :~ ':~'. ·<'I'he=st#f.'::bel'ieves._~tbat-,-any.;,:defenSez~a::i;sedoby-o'::.::.':: :~oc: ~)('::- \ 8~ 
, .':"': :.,. .,ela imi ngtbae .... )l;9'S,.:;is :not- r.a cregu'late'd uti':bity . ;.,: ' 3. :: ::,j ~~ ~).~~ = 

:-::;~.~.: :::.;:and :i;S:Uot:.subjec~('to-.:;.rate:ma.ki:ng ptinC±?leso:ts::-;:::;.t:j Z~!:I:)'::;' 
-.-,.:'inappropriate;~:and does not :r.eeogni·ze;,the-:')tx:u.e~),; ~:. ?of.: 0;: 

'1U\ture of 195. .. . ·1 .. (~.~,~-:c . ~:,()rr~o:)-:-:~.:r:t: 

,",,", 

-\ .;-

-S8-



A. 55492 , Colol km/ks 

"The s,taf;f),-has:: :~l~ulate~ ~J ra~t:e.:.:bas:e; f~~il~~~ • .: " 
ealeulating;::4; .:.~e.ighte.~::.a~erage) o.f:.:~.e.~ :an.c!."(Us:e~f~l 
prodped;::y:. in,~.sfe~d· ~',.:. .a ~~~_~~g ~_~ .~~l~f~~~~~d <:,,, a e uetl.on - or t:".l.err~;'-l.ncome ~taxes ' •. :~ .... ~ ... \oF... ... • .. 

/', r 

• ~,t' .~r:A~,:.,:C ~ ~;=...::c::;., 

The staff recalculated 195' s used .and us,ef.ul prope,rtY,. and. det,ermined 
working cash ~i~~~~~~ix{~~~n~~li.iif~~i.~g~~~~t~;i~?q)~~es -(~~ the 
period. !he ·staff also' r~oved from. rate base c'eit'.rl;";::real property for 
whi""cli'.t1ier~':~-s;("nO: P'fariried~.:us~e:-. :'~:nl~ :Staff·'Teeomm¥nd's:'~that?~9:ST s!~at"e -:):-:7 

·bas·e:·'ltbe;:ieeOiri£ied:'-aS~e';:ip·roper\fbas£S::::fo~~~deteritd.mn~-th~<"reaso'1i8.bYe"':t 
amount of '~coatPensation'c£or::2aPita:J:\~us~a ;,by;AT~T.f: '£no pr"OVf"cf.r~i :t::tcens~:~ 
contiace .... Servi'ces.:"·c::):· ,::':::'~':: ,':":0-;::: ·::.:::;;:v)c, ::D':::>:::i.:;~':::;; :)lC:5":':!~V ~j~02 00Vl$o~)~ 

.~:: ::'~Pa:c±f£c (~ougn' ::AT&1: ;;Tittles'S: De~·£s')··rigreii-~t~~J1:1ie :~"ia:rr:: .:: ..... 
property W:i:-th~~':::iiP~ei:fie ~efpu~;ose ;:shou.J:d!~b~ rem~ear~&Ont Us~';"a:nQ 
use£Ui='~pl?aIii';: and':;a:s -:i resui:e co~ -=th~ St~f! 1recocilliena:a.t~on,: =iT&T-i,ai' 1::>1) 

already done so. Otherwise, Pacific disagrees With the staff:met1i(xi~-Qgy. 
·;Mi. ·<DeD:ri£s·.:pofllts';oti:t':-&t>;;195 5:s ti-aeca:~t:r:fuy -sxid=;f.t.S:ce;fna:C:eial 
. position must be reported'?t'o' tne: Se·dU'r£tie~,:an&lEXc~ge .. t~o'tri:n?"'Ss~£o~~S'EC} -.. -I ... · .. -· ... ~·-,.·......,.~ ... O .... ~i'"'''';'.1,.. .. -., ....... ~.' f"\.'""'" ..,..:.';....",.... ..... "'":...,,... (. .... ~..,;..VA ..... ~ !"'~, as a noU'Utl.ll.ty_··~ .... _,_. -'-,'" ~ --),--~ ... --- .- . __ J""d.!_.V,.)J_., .... -'- '--'-~ •. ~. 

Regardless :'6'f ~~~r&i ;:':;,}g;~is.~·~~~~~~~~~~1inte'd for to 

the SEC, we, believe ~)th:at.,.:a ~T~t;e .:~~.~:.~l~~a;A.~~ ::.,i;~~opr¥!t-e for 
license conc:ace ~~pu.rp:oses·. ~'~We:.I::a8ree ~Wi:tn.lPaei:f:i.c.'~:::-argument, however,. 
that if a rate base approac.c. is adopte~, ,al.lowm?g~-:fgf"':i~ds",during. 

'<' ... • ... f ... -I',.,-(') -'("\'"'''' .. ~."'¥ ... """..,.:--.... l~-"''''''(''t:) 0''''~'''f.J''''''''''''''-('',. ,,,,,-

const't'Uction tm.lSt be'·~caI~1:i;E;d.~ "~'4;t.fi~.E!;~;~~e'.,p'~~~'adfustment is 
$842,699 rather than~~e-:.;~\f:~:;~~~~.~~.~::a~j~~~~t~~~~1.'1051,.045, 
(see, generaIly ;·~:·P.ac:t£fc:i:s ~operdni=br:r:ef.;: ~pp:~ ~:;';;9:z..c:and';:appendices and 
tables referred to therein). ~');::.::: ~-.;.: :::-...:oq .(t:~\ ;.$ .' . .' 

::~~::,:,~~~~",/r:,; :::-=.~:~~-~,)ri2 !":~~:w :)~::-;\ !:)b":''Vo-=~ .c" 
G. Treasury Department'lt..l " "'0"'" l"I-" ",I",,...,.,';, •• ,/"( ........ ''\,.;;'T· r ~.'''' ;, ..... ... 

_ ......--. ;.... .. ~ .. ~ ~ ........... ~ ~"';t.~..,Io, ~ ..... ."J "'J, ...... ~ _.,.~.,,;_ ....... JV 

The Tr~·:.' .. Departm-ent .ha:s~~-tWo;cp,rfn2:r'Pal"C;~e'1:10ns: (1): . 
, C:~i:::' ~I"'\~,.\r'f (·~·/t:':..f'l ::0 0.00:::. ~):j~ ~'\I:~ ~C9V ' 

financial management of .~~&T~1h:iny;e.S~~:::~·~I,1 ~Y.:~~ companies, and 

(2) :~~emeI?-~.;.;of:.:;he~)~<?l,:;.~~::~~l. ':J;:: ::~::;~:-~r :;;Ct: ')"':..<;'1.--: S0~::)':>::O';) ~-:.::. ':'):\" 

:: ·',:C.::~ : .. :,:Management . .of ·invest .. nents.<~ ~cc,~x;ding' t~::~~.~t;a~;::t;hiS;G:).r~ :0 
ca~egoryaccountsJ:-:for fmos;::~ff;."the. ~nd:Ltu~es ~:)~f: t~e, de~eu.1;-., :'0($,3:-:;5 

. ..,r, 

mil~ion.:,was~Jbilled to:.:;~PaC±t:icc'in::)~e.:t~st-:p,ex;iO;do:-:>' 29'I1l~ S:t:a£f~#~i~,,:: 

(~ti.bit~286·p'::P.)i3-8). li~ts.:-ihe,:f,Ol:lo~g::..as:.::the. maj.~%:·~f:unc,tP.'O~::fn this 
area: 



km/ks 

"1. , ~:Sh!n~ standaras; on i:bank:tni,"-:ffnan2:trig,'! ~C"' 
:' ~an"d~~'IC:'::t~.easury) department) :p::aetice&';=";::;~ .. :J::J J..~ 
.,", - ,., t' - - ...... , ....... , ......., '., \ - ,'" \' ..... - ... 4".... "'~I,.,.. .... .".,,-.-",..,. of#W'.~ ... "' ...... .,., .. ro ... c 

"2. ..' PrciV:tCiin ~. ~ trendS ,.aliCt :s.tieiS.t:feS: "Us:efUt. ;,fo-i:~:"':: (., ~ I': S' ..... , _." __ ,...I .... ~A _, .... ;-. ... _ .. ::J' ..... .-.. _.:J_ . .JI..--_;:t-!.J_-.. 

" .'~' ~ .. ., r'.:~ ~~i~_rJ?:~..:"::'l';:x:go-:: '>'" (" _.~. ',ro, ".,. ~>';' i) ~ ..... " '. "., ~"." r " ~,,,... ,. -,.. ~ '.> ",..''''' 

.... :-' '''3':'~' Develop1rig--ind'--'maint.iinillg"'a compfete"sys~em~-"',- -~." .... ~' ," .... 
, :.: -:: ::-:: ~·~'~for'(penS:£on:;':funa> ree6ra-tkeePinS"":reports,"and:,t:. l:':~f~.:.i ~::..:.;.;-=o<,~,: • 

........... ,,...,.,-,- ~"a:oal:u:sis-·~, ,..-.,'c' "1-1".., ..... c-~· · ... ,...HO""·· .... O'''~'\'' ~:""'''''~'''~ • "o_:. __ !',c, 
H ............. \ .... ·_·, •• -,.~.- #I:.._ ...... ~W' :..J ...... -..I- ... o.J-'_ ..... ~ __ ~...""" ~ ..... __ ~.,Io.. • .,). ._ ..... __ ... ~ -'''''' .... J ~, 

The ~S;.t#f; ~~g~r~zeS:.~~~~vE;:~.f~~~~!-?ns .~:..~~~f~~ ~~~;J?,~~f~g;..~ 
comp8l?J:~in;-;S~~~~~.::t~ ~~~tl:.~.~4~~~~~~d~,ca ~;,~~Gq~¥~ow~c;~. 
'fml~ :~~ ~~~~Y.:; <?~ p~c:.~:;.~c~~!S :~~~ i~~~e 7.~o~; .:~l;l~~t;.~0~~~~;S :J m.:orr.::. 
reeeived some valuable financial advice from this deP8:;~~;t)Gw~.::~~~.:> 

" , 

with; .~~e ~~~:,~;c.~~ .~a~~~ s~~"r.~.C)'I~;.~e.$~X;~ ;~::~~smain 
~,s~ ~f.)~~~g: s.~c~;';;.~ r:,~~~;.tf~~;i.?-c~P..~:~\~e~.e~ ~';-=~~~<: 
activ;1.~~~~:;n .~S;.::.~~g~~::iS;::~e;~~olA~:t::~~-: ~~:~~~~~; ~~~;a'~;::~,;;~: 

'\ P"L ad:J:us.tm..en.t: ... ":>. t· .... "'- "'t ... r -11 ~'_ ~ ... <i ':0 (" r;'"'~.""'''-"\~'''') ~.' ....... ",;-~ :.. "'" 0' ,,: ..... 1 ,'.... t'~ ,.J ..... t'\ "'" r. t..... .. i r- ....... ..,. ~ ," "',. _.,. __ .... _L.·.~ _.-.I ..... ~_ ••• _~1_, 6. .. _ ...... ,. t"~~)W_0Id· ... _::> -J ...... _....,.c.t. .",_~_Jr-.:.:..> ... ..JV .. 0 .. _ ;;:.Jr:,o..J V:>~:J""",,~1:.1 

" :".I~~C ..t>oo17of .fUnds.. '{;~~~~e.r ~;; ~~~,~~~~JC)i~j~~c:;r;~~~$~y .~.e' 
: ~f::a.5: :~~~.;:.(~i;.~6.:,,}j>~-::~~~8.! B.J?.4 ~::9'));::;:c.qQ':i: ~C ~Z!1::1 ::O.2:~lG6<:' 

"1. Provide a~vances t~ licensee companies on ~v::':':''::':;.:r:or,: ;., ::~:::. 
. short no.t:J.ce with ).nterest .charge~~at ,,' '.,- ~-. .. -..,.' -,..... ~ , .~ ~_.-"" ~ 't""'" " .. ,.,..~; .. ' ..... ~. "-- ~'.)r: ""1"'\ t"'l_,-I') .... -r""",.r-.~ 

~.. ,~'- .. .., '_. average:'·p.I;.-.ue- ra es';.'·:;"'''''''· " .... _ • ., ~.' ... v"."". -"" ........ ,',:, ..... ,., 

.c'1t:2>} ':: ~hOV!de: 1short:;t·eimfeap:t.~-al ~o-~l !c.ens:ee !:iV:,> i' ~ ~)(f ')'.,~ • :;Z 2 ':Jri: 
. "~, ':" .. ;:;' . ::.c~S;,.~,thc:.itLte,t.:eS:.t.~~ged .at::;a.~.e,x:a.,ge.:>.c,::=.r:o.:> ,~)(~r:~~'::.: 

,c <~::,-:~, .. ,>!.:r:;~;~l:~.t;~7:\'..:o! ::.: ,:,,',;'J(,o'O .. ·. :-:~ :!'::)f',O-:.r::CD :.::\~'!.:.:.d '-'I::!,>~ !..~ :::.:: ::::'.t!: 
" .~.,-"'''~.- , ~~v::Lde. e:api~?~~~i~gfC?:t:<?.Pe:;-~t;~g,.,t"r~"."" ,.. .. c, ........ --.,,..0'"' 

- ,'- .. ', '. '- ..1.< company-commercfaJ.?" paper- l:S'S'Iles'~~"'-"'~" ~ - '" ......... ,.I.'~ ... ""..,.,.,...,) <... ..,; 
.~-:, ~'--:"4::- ::P:o'V:tde ~;the·':f:En:ane'far.:oacking:~C)r'.)a];1·-;F).::: ";::>.-:; D:r eea. r..~E ~ 

';.-',' :, ;.:~;·:~:-~:"¢uts.tanding draf~~~.O;f::;t~,e:.:ope,X'a1::itlg~~~mp,~~es.z-::::~):::~):~\ ~ ~:>::~) 
at a:tJ.y point iIi tl.XD.e _ !',. ~ ~ , . 

.. ,:-:":!J-=!:-~-:': 0: .)!)"!~::, :'0-: r~~L ... ~~:.:.:!' 
"5. Provide AT&T with short-term investment 

capital when the funds are not advane.ed1to:)C v':;.;;~~,!:,~:: .;) 

, . ~ " "". 'the·· operatinO'...eom~es: .... '"'In ... the,,,caLenda~ .... ,,,, , ...... -
',' , ,. . ~ 6"': 1975. ·th: ··Poo .. of Fonds· earned, ~5. . _.u -.'-' .. 

:, '.':: ',:",::'.:;:.;' ~llfon ~on':·sliort~teitri;;:;:trivestmerits.if:~:;1 j:r()r::0:2,.t.:t"~ .::;.~:':>:::f: ... -;,: ~ 
We are concerned here not with the fUtids::tfiemSel;veS'r:Out~~":;thet=cost:;:> 
of admfn:tster!xig them~:: !lie :::staff' seekS2tb·~s:auo:w1~29:;!S.l:Z;!:!the amount 
~bi·:fied ·to:,pac:rf:t~ for the, i~tes1: ,,:peno'd~')a1:gti.:i:-ng ~t:1iat'~l!e!.i1:het~earn:fng~ . 

'" o. .... ~ I ,. • .. ~,PO .. , e "Y' r'" . .. ~ ~ " 
frOm':shOrt~tent investments' :)are ;::reta::tried..:by":AT&T .. and:· not ~ered:r:t'edOto.'" .:C!, 

~;the OTCs:,"; ':.the:7cost's ~of. adrninistrat'fonoare:-"-eharged as,:,-11c.ense 8contiadt~) 
expenses. : no"!~ 

"·'90--'-



,. •• A.55492, C.1000l km/ks/dz 

Pacific points out that if the pool of funds were not 

maintained,:;, alternate ,.methods ,... qf ~.m~~ting .... l~g~~ ~d ;~na;t~ia; , .. x:equirero.ents 
_4~, _ ...... _._. _ .• _ ..... ~ _, "-",,,_,,,~,,,,~,,,_,_, \~"''''' __ i.l'''''''l.''}''' ~ .•. ," ... :.. .• ": .•• ,~( <!:_r; .. ~~~1, .. .;..;9:; .... ,~.'I'f,. 

for suppo~ing.., o~ts.ta?-~_.dra.fts, _ ~~i~b.;l:i:~ie~" ~d comme;r<?i~~ ... ~ap~~ 
J>i. ........ .... _ ""'"~ __ '''''A''' w~ ... _~ ... __ jJ.oJ '-w .. ,. ... __ .......... _ ._ ,,~ ... _ ••. .. \J~ ... ':'"1 4 ' '\ .~. ", -CJ .. '- CC: .. ~~J _ .."J..:..\ao, ..... ~ ... .-:~ ~ 

would eause"Pacifie,..increased eosts of.$90S,OOO •. Pacifie:'further s~tes:: 
.. ,-, ...... ' ......... ', •• -0 ",~",", ... ' '-" __ .; .......... <,.,,, ... ~.~ ... f~ ,':) __ .... .:..-.:,.;;..:.'-:. ~:,::::~.c: .... "')r:.;;.~ :)":'-"':'':;.~~'':. 0:- ~.:.:..:~r:~)a 

"Mr. O'Rourke has ineor.rectlyass'lJXned· that the Pool ., 
of Funds earns a return in two ways: f:rom inte:rest .';::-:::C:;O·'J-:::'::,:· 

. ", charged -:.the.~operating::,eompanies when funds .;:·ar.ej,out:.,:, 
.. , on 108ll~a:nd¥.,f:rom .. earnings on short-te:rm investments. " 
. As"he-:reeognized~ -(Tr;:.>73,3'l-7·332;"Y;\,,'monfes::,on 'loanQ·-~>·.:;i():·~ ::,~-:.; :: ',~ 

·~:, .... ,."·to~.the"'operati,,g:'eompaxiieszare:no.longer-.::a:'Ipa.r~ ~l.:.. '::;':[':~"'.).;":::;'::',2: 
. the Pool of Funds, and thus the only return of " 

monies in Pool of Funds is from short-term. . :"<.'~ ::,:)~=,~:, 
investments (Exh.:-: 30S'p.~ ~:Ir-14)~« oAT&'!-:-c¢uldo ,:: :"'. ,: ~\7 .:J •. '.<: c: ~,;:: . :: 

: certainly. -earn. .4.liigne:t': retuin.,-frotO.:"tlie .. mon:r-es:-:i:n--=-'--
the "Po'O 1 'of ".FundS~ '(Exh.. ~);304;' . 'p: ~ '6'; '.'''Ir: - '$9;5'3: )~. '.II .. ,;. 'BOth' 

. , ... ,-Mr:.-~Wade ana.:. Mr •. Denni.S :tes.tifie'ct;;Jthat')if;;:AI&I,~ere. ::;;:;:);:'~.:-::,:.C"~<: 
to allocate .. the .. interest. ,income., from the short-.term '. . 
investments' to' the' "operat:ing:" 'eompaniis ,"'is;" ; .. :.:~. c :..:~., ';~:';.~ ',,;":> .. ::" ~'::'<:: 
reeonnnended:' .b:¢·M%:". ,O".Rom:ke:,. :and ·:thert,:require::.a ,:::: . ,::.':'.: ~,::,':";~c::,' 
return. on th~ total investment .. _empl.oy'ed~: in_: .. '- _. r ,.'< 
renderl.ng this license eont:ra~t::·s,erv.:te.e:; .~~:imP:lte(t' 
by Mr. OtRourke's methodoloSY'~ 'thecos:t·~o"'·~cl.~·?-:.S~ 
would be subs~tially great.er_.tha;n ,tAe?·$29"·81.7~'::'::-,c 
paid by Paeif~e fo:r the costs~:~f: .. ~a~ni~_ertng- -tli..e;...; 
Pool of Funds (Exh: .. 304, p. 6;-··Exh;~-'8305:,:~ .... ;~:~~ .. ,,~ 
'Ir. 8954)." (Ope~ng. :bx:;i.ef:,.- ..p,~~" ~66.:,.)_ ";' ;c:.:; -, .... : ~:;'::; 0::: 

... ' ........ "'/- ,.,./' ..... '- "".," ... ~Jo-l _ ~...Jo-'" •• J_" ..... _)_ o ... ~ ... _, \. -.J .......... _1 ....... , .. 0 ....... 

.. ' -.' The .. .3.ta.£f.,.not~s.. ,that. fo.r~ .. 1f)77_-~~.8, .... p:acJ,£:~c', d_i?~ n~~" utg~~~, th~ ... 
, .-, 'Yrc ," -, •• " "I' ..... -~"\- ....... ~ .... '-.-' ....................... ' """'~,J_.,I .... \r,. ........ '...J_'~ :.:; ..... -" < .. ..,.J.( ... ..-~.""'" ..J ..... c ........ x~, ~, .... _.\..... .... ..:~ :) .. ... 

funds because ,:he rates charged by AT&T exceeded those. ava1lable to, .... \ 
:\~~-~ .c -C~~ :~0~~Z~/ 

Pacific from oth~, ~~ow:e~s..~_,!here£or4!;,..,th~ .. s_ta~.f".a~e.s J the~e was. no, 
.. " --.' - .:... .• .1..-. ...,.~_ ""'-<~ •• Vh_'J.~ "" •• ~ •• ~.,.-_,J,~." .. ~"'~.J .;...J .............. -:.:> .... ,;.J~ ._ . 

ratepayer benefit at:le.ast-for 'tb.at-"erlod~ ....... ' .. ',.),"1':') ('. -'~ ~,.,., 
'.~ ~\'" v ~._ ~ :. h~ ... ', I·"":'" rw.~ ~~ ~ ..... ; ___ ~,", ~I:'~: ~~"J: ':",,~ ~:.,., ::"~:~ ~~: ~ 

We wUI' ~a1.1ow' 'theS'e' adm1nistrati'Ve J "expens'es-: for' the present_ 
They are not an investor:~r~ia:t4!!i .~ense:~::)ie~ ;.d.:tl,;~)iOi~---er ,. ;:eview the 

..... 1.-'-........... _ ... ,_ ...... .,. ..... V' , ...... ~" " ••• , ... -""" ..... ~~i. .'.~' .. )~_.:.~. __ .• "",.., ... ~';~'i...,.....; 

subject in the::fa.ture:, ~d :;:t£ ~the>;AX&r::pool:.(o£:· £an:dstv.in.teres,t rates 
continue to be utled~~c:~ii':~orl?id:if1e/:We-:;may ~~~e.?;'0ur,··:'. determination' • 

.. ..• ,.Ji_,o\.,.;j ...... _ ..... _". 

R. Secretary ~artment .c.:" ~, •••. ',~' . .-' .--..... c .. r" ; ""'~ , .. t.." "'(,,' .• ,.,. ... v _?!" 
...... - ,., ... ,,, ... ' .... ~ I.AoI' .. ~,.Jt.:...1I ... 4..or ~ .. """ .. ~ J;.,..v ~.., .. .' ..,_t ...... ~"" __ 

The staff 2excl.:Uded ;:,.$,139:";9~-:bi-l:led~ 1tO:!'"P'a~:tc; :.for the test 
-,~r., .. ...,.,.. ... ' ... , .. (". '~-> •.• ,(_ ..... r /~_'"": .. ,..... ,., JiI'y ,. ' ... ~ ........ , ": ,,:..,. ~ "..,.:.,. 

year for this d~t;'·whicb:-$t'a'ff .. 'EXh1bit:~~:l"l:s~tS?:~ having the 
........... A .... W"".J ."J ..... ~.. ~ .. ," .. .i 

following fun.ctions,:' -.-:' .: ", :. ,.' .. , co, ',.;"" ,_..... .~. ~_",.. '." , .•. ..,. ,.".' .. ,: -_'i\' _.... .\ " 
..,,--- .... ' - l .... ... __ .. ,~ ', ..... ,r ....... ...r_ .... '.::.. ~, ___ , _.~) ... I.; . ..) _.. '. ,J.I l.l .. ,,_ WIt--'::-I.~ .... 1 • 'r'"-

"1. Preparation; and ~·coord1u:atfon· of .:execut:iv:e: ',,:: 
::and sshareowner.:correspondence· .:conce~.: -:,~ 
general'.:;corporate:-:pol:1C::y,::: :::: .1>:3,;,;(:::,:::_'':;-,[/:-; ':!':.)~', 

"2. Coord1natiOU:~'of~iSha-reowner,;<·:SOard~.:o£::',:-:,~('7'~:':':: • (: .. 
:D1rectors.; canc:r':eJI:eCutive.:meetings·.;-,:;c'c;;:.~:~-::::c~ 

.... " ""',' \ ~ -:---...... .. .. r-,r.. ... ,.", .. ," '. _ ' .... _ ......... ~ ., 

"l. Maintenance ofm:£nutes'of Board'of Dtrect'o%'S,t 
meetings. tI 
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::':-' .. - ~.'':'':) '.'6\.:::~.· DevelopS .:.materlal'7~wb±ch adV±Ses: the:-Epub:l-ico V:,:.~:.r';~ ;::'0:~·<Lc:rj;" 
"., ~ .. , _~f r~egulJato:z:y~ and fi.~cl:al.ma,t.te~s". ~~. ~ .. , .. " .. ' . 

• '-0 ••• "inel'Udi'Og the' a.nnual·report-to'~sha~eowners :0 _~j.f:. ::::::~~~::-:::~:.-
.......... ~'-<'.: ;"';':/':"· .. Jllld~~n~e.tters>. ~:~~'.'>:02C-;:,~ :,~'=o'IA" ~)~.:; ~:.V -~;~~l;.;:: ~~.;;:''\!~~ :),:-!::: ;,f .. ',"~; 

"7.. Designs: and (edit'$ employ.ee :.:publ:icatioll$.'cwb±cnco ~: t ~~:::~':;i,::~ 
", ,., ~.:' .. :::: 'c<' ar«:,-.·d.i.sS;~?':!-~:<!;.'~~o~.~u~, ~~~e ::~l~ oS~~~,~.; ; .. ~~~ .;;.s 

"8-., ·Ma.na.g,es;, .. the.,AX&'r ~<:haritable.~contr.ibutions,.\. " "_ ...... " '" , . 
, .. ' .. ,. edueatrorial . and '/comtmmi'tY're'tat':t'ons' "rograms ~.::".~ --' .. '~. : .. !";::o ': 

.. ".;:-::' :. ': ... ::, :wbJ:ch::i,nci'ude' proj eces :.:sueh.:.as ~~the ':'>A¥&'t"ol jqr:tt:;~ :'::,:':' :::;;:j :: :~S~ 
, " ,~ ._.: ':'" ::.-: ~I~iDl?i~. ,~d" ::l:!n;~~~ a,~:a1;..~ ;-~;~e~~,a:'-,; ": ~).::;:~ ,:~.:: .~).;:-: ~-. -:: 2 ... · 

ve e rat OIlS. . . ., , 

'::. ::': , "'Ib.~ ;~i\iiadJ ;~i~cJiv'ii'; dif~~lIci~arige~~oJ;'I:f"rii'~~d!.vr~'ions (some 

of the '~ioo : ~fd~ti~~t~gorY5'~~;;d ::uP~ri. it-s -:~lyii~::;3f= eJ2h.IJ diV:es'rori:J~· 
" :':~:':~~co~th :J~d:~;f\~f~omi;gf:!~m~i~i _godiif~r~rit :!i.~;Jdidi~ :2~:='::~C: 

~iYzing~th~~BDP~··fri~'g~.;;m~~t'i6ri~th::Pi&EI "!(p~iC7of:z~rgr:2'J29g): RD:d'~::~ 
conciiud:tng ~ ~i :'~j;': Pef~;nt: ~:'~f·~:·tb:~~:d~p*~~'C:t~r ~fP~~:~or~i.;'£i~ t;::I,;::r:o~= 

.' "pi~d£i9.ri i;f: ddmp~d ti~~'~prci<iue~s 4~Xnd;": ';ed~rilfi~rid!rig:/ at: ai.~'i.J.1:d.ti£c:~ 3;" ::~ v 
.I ··'~I-·.':: '~t '-,,,,", .... ~ •.. ,-...: ................... )'. "" .... ~ ... ~ -.... , .. ~ '.·\ ... 4 .. ··,..~t'"'"" ~-.i' .. ~I·' .. ·C ... ~ ... -· ........ 4 .... ,.... ... v.J ''''\.''-''0'''' ,".,.. 1...,·.,.Jo thai'oasis.". ~ ... '_ ...... "-'.-.--' .. '-- .. ~.: " ... : .. -~ ..... , __ ""_',;..J"' __ ~ :J ..... Y -"".~ "':''''~''' ',., 

:.':' ToRN..:~~gm~d;:;':i~rO'oo;ef2eiLt:°dis~fl~~~2~:;~£=th~, ~2~!r~·~~:: c:: 
dep~~~t;'::u~ing:that:':sta£f';:~iri~s~oOrR;{1;:i(~;"'far:iea:t;1:~p~i~ Y7::>IT:l::~ 
Commission prece'dent~1 properly when he r~viewed the BDPs.. !URN •. c:)-;:, 

." ....... - ... ~- ..... ,... .. ,~ ....... '-,- ,·r', :'--/.\-'"~, .... ,,.>1""0 ~-. ",",~,:~:,:" : .. !, -.~ ...... ,'.." ".~#--"I""'I'.: '';;?,rr''',t', ';.~ r ~ ~.f'''' .;:."~ .. includes-its o-wn~ .;malysis··:tn·":l:ts""'br:l:ef: .... ,;,.~.~ ... ) ~'~--'''-..I ... ~'"~ ,J" 

" \~Jr.,""'·C-"'""'''''. ft. i',,*,"" --' • . ..-t ... "r ... ..,~.,. • ., .... -, .. ~ ~'-':""'~ _,~:. ·.,..·· .... ··~r· ......... ·'" .. ,",.,..f''''''i' ..:""\' .... ~rl..". .-"''''''' '.r-J 
." - ' .. ~'''''Pacif:r.c~ cr:ttic:i:zes-tne -'staff for-fa::t:ture'~to- coritact~Janyo'ne "'at' 

,.~" .......... _ • .,.:" .. ... r.....,~.,...'"~,,~ .)_ ...... , ..... _ .... ...,·_.:I' ...... ~ •• ~I_' ... ..,..",,",,~, (~ ...... ~\,.:_ ":'I>i:'\ .... r ... ,...., "L'~ """~~~ yfr_~...,.~rt .. 

Pacific (rather-than.'-AT&T) ,·to .... detel:'mine ~th~t·va:tue ... ·of ... PR&EI expe1'lSes"'"~o 
•• -, "" _., ....... ' ...... , ---.... . '~I~ \ ,:-- .... ~· ... I·""...1 ~ .... ~ .'., ,1 "':"f' :'.;-~ f"tt-

j
:" -' r. .... _\, '. ~ '''_~i'' ":-""~_r'\-t .-,.0' t", 

Pac:l.f:l.c in- inereaslng' its / operating· eff!c'1ency::'" .... Pacific "'s ...... witIiess·Wade 
"" ."",t·'-.,,;,,,> ... '"r ...... ~ • .,.'.~"., ..... _~ .. i r ,_ ""'':..''t '",."" ..... ,.:'9"1"1 r -\l .. ··~\';"';"!.O~ ere'" ~I..,.-·." """.""\\\·'::-'e-~'\ -c;r-
.. reminds Us··that'the~·BDPs-'furnished·>the staff.;.are·not .... for· .. the .... 1:est·yearC 

, .. - - ., " .... , ... , -.,'" '-.., .... - '. ....... ') ... '-, t"'o.... ,'''''''' -........ " ¥o.,. .... ";) " .... ,. ~ ..... ~"" .'~ , ........ ' .... "",. :" - .\' ..... -~.. ....... "'" r- ,..'.. "",,,...~ ..... ". no, - ""0 ~ ", 
period"·but~for·'!977: .. and~ ~·in·any'-event~~ BDPs·'change-c:otlstantl'y';· Mr. Wade 
stated~~tb.at":'inchisjopin1on~:~~ff'::W:ttnes~:::O~Rourke·';dj:dziioi°Undersot~d~6~ 
the val';;'~ ;;{\itmiy ~f:":the=BDPs ~d:'''took 2ert8.1n words·!J~ci p~;SesO~utVllJ 

-.... ~,,-, .. t'~'- ...... _,-\~H'.· ..... ,...("'::J "I''' .. ,..,-'-'I.,....,._ .. ~ h'". • .,.... .... ;.. •• .. cr.-,~r ",:,"J{T.~~?'-':C: ,,.i- ""',", ~_~·.,.6 .... ·~ .......... -"\> .. ')i .. t .. 

of-context: Mr~-W'adeTs testimony (Exhibit ~30S;""pp; :o;.:33.cto;·D-83)- ........ ~.; 

explains the different sectional breakdowns. for funding purposes and' 

, .. ...... "\ ~ ,'" 

W:-~:::·'I'O'RN~c:.ites':JDeeis±on..:No;l~·;S4902:::"(Paeifie,:GaScaild EleetriC:jCompany:,
"':'':'(1975). 78:':CPOc.::63S~ 6SS:'696);: ::'See aIso.our.;extens±ve'Jdiseussio.c. 
'>~of, Pa~f1e' s· advertiSit1g,;:m:d .. :~ur2.po~icies.l:~n~advertisitig_ a::d~ '.' 

... ' ·public,~reIations generally. ... in-Dec;s:t~ No,_ ""_~8232o(Deeemper~.,~3:, .' 
1977) l.n this proeeedit1g.~(slipcopinl.on, -:pp.;)56~69;) •• DW'e·:.intend . 
to apply those policies here. 
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~ ::e~2.'.A km/ks/dz 

analyzes many of·.:.tb.e:cBDP$ in"~ts:' 8%~~i~dfvidu.al~y;>l::~: Wade did not 
.' ...... {.- ... r, ... _. ,'" ,~,...",....r~- ... ·"'T" -',"""""" "!-".., .... "'· ... ""'''';-r ....... ~ .. 

contest all of t?:~,~~,~.;~:i:~~;~~~~e'~~p~1f ¥,.~ ... ~~:.f~::~~;~pin:ton is 
that the "vast bulk" of the work promotes .. e£D±ciency t~d::.economy in 
Pacific's operations:;..:: :'(Exhi:.bd:t: ~'30,s),;: cp~ D-:38,.:;) btl::. :~r:;:~.;.l ::.~)C • '\" 

Regardlie:s'l~of ~:tb:e'':fa:c~ ~t~i(we::m£ghe(not (:~V~":.~ perfect test 

year picture, .~e ::ie;g8:i:~ :ehe:')D~;:~ :th~:~b.;St:~ev¥.d,e:nc~·r·#~laili:e to 
\:-~.~-J_r",~ _I... .. , .... """_ • .J .. ..., ...... ,'r, ... \; --.I_, ..... ..-~ ... j,I~, .... .j .... "',. ........... L_ ...... "-' ..... ..;~,,.::> ...... ,.J..;., 

test the assumptions,:of ::;,the ,:witneSses~e, ~AH; o£.:..the2-p~tfes concerned 
.... ~''' ...... ", "'-r ~ " ('''' w,' w.- " _~r '.'\_' .... If:.. ,. ... ~"... .-:.. _ ,., ... "'" j. ...... ,...,.,....., ,,_ ..... , ~ 

with the issue reily-upon·"them <in·"sUpport··o·f:;th.~.;-r.~~.o~s; positions • 
... \ ....... ' ...... _ ........ \..I "~ _ "J .... . 

. An exandIlation of all.the .. PR&EI BDPs in Exhibit· 29.6; (there 
~'r· .... '., I <'~ L--::'::, · ....... ~t_ .. : ';;} .......... ).,., ~~s.:;:.:'· .. ~·~·:·.".\ ... ,_ ... :;;·;....:.) t) .. ,'_...;,:.,;~_~~:.:.: :,).:J.c~~:.: :..:.::..:...:;.:! '.;:}::'_ . 

~~~ ::,~~:?: .. ~~p .-:~f:~.~~~;~ ;~~;~~ :~~ ~~:.~;t:)~~~o~~-::~~~5~~};~~J~o~O~;;.~=:o 
t>arties ~ convinces us that. on this record, none' 'of. the ,PR&EI' expenses 
.. ~""';"'L'"'''' _<~:,,~_:. :;";::~:') nL_"'~:} ~:., ·Jt.) .... i:~·: .. .\ .,;:.;,):.J •. ; .. ::-O':;--::~)~'~""! •. ,) .. l.c. ::.:j".;.~c--~;c:J 

sho~l~. ~ .:::e~~~~;~:~a: cp~?g~r :~~:9.~:: .. :::.o:::~:::~~!":7;'8ge~~ e~ ~G$'l'tJ~ -; B~~~~~~?:..i 
that M: ~ ~::'~~.~:~c ~:0J?~~~~~ ~.: .. -:~=~~~ ~~::~~e~.,; 'i';~~t.\f.u~~o~gl~;~:;~r52o~ 
of n.~ ~,~:~,~~:,~ ~:~n ~~~5:~~n~~t.)~~~ya~~::gt-::~n~~.~~~~~~~e~~~~~ l!:~g;~es 
to be borne by the ratepayer because his conclusions rest· on 8: ~.~~en~~;t 

. '. ~"._ I' .J~·I C ... .1 ....... ,.1 

to the,_q~~ test~,~It;cA,,~,s .s9..~b.~oa~t.~~~<t.o~enc~~~~~ ... ~c~~yities. o·f 
•• '...1. __ "', v' "_J",,01._ -".J ... , ....... _1 .... 0 __ ' ... 1,...._~~ -.l ...... ,1.;.J ........ t\ ... vy ......... r ..... _ .... _'f,._10~..)_< .... "I .. ./').""j_ 

primary ~~,~i:,:,t~::.~~;:l~~~;~1S~.r.::o~::~':;c:::~~~~~~.~i~~.~ezt~~~c>bt;~;.~fl~~E.c:~,b 
area . . " ... ~......... 1'__·. t' ".,,.. \'?!:... . . .. ,,:~ 

. "c. ~ c\-~ "I,'\·'r,.'\~")~ "J'" r ... ",.'.<", ....... ,.. ........ ,.. \_~-." .... "' ... "' .• , .. ,.. .... o~..,;:>: .......... o .... . ,.,".--.)_ ....... _" ........... ~ .... ....... 'i', .... _ '''' __ . "',' .... ....,J ... ~ • --. .... , .. ; ... :\'-.1_'"', _, ...... ,.7_ . .::.t..J ......... , ... "'''''' .......... '-"..-.'i.,l""".~ V 

We will discuss examples ".in :d~~fer:en~ ... ~t~g~r~~s ~o'l-d~o~stx:ate 
110 ____ ._ ~C '1 ...... _ .~ ....... ~ ..... .;".'" ..... 4 .... , .... ~J ... "".,.tv ' ..... _ (-",_~,..; .. !, ... ..)..l._ . 

how .. we~reach."this. dete~tion. ~,The;eral:e,)T,\1hat : .. migQ.t be· .• dfa~cribed; as ' 
.... ",~."" •••• "_,, -.1 __ ...,) ........ _ ,"'" _, ____ .. ,' ............... ,., •• .." ....... ..,.", __ 1;>.-4~, .. ,;~ .. '\ .. ,,-...J_""' .. l+ __ ' .!;:.I_J.._., .. J... II 

"~s~~. ~~~~~'.J ~,:)~~l~ o~:;·~~~S! . ..;~o:t:~~~:~c:~~~cc~r~ ~.~:~s~::r~~5;f.~~ 5~~i ~!S 
daY'":to-;day :sdm; ni str;ation. ,of. the~, divisions •. ,. .. ~, (See,. .', f.or .. ~pl;e,.· ... :;.~. '. ~'c ~ 
...... ,' 1., ......... __ ....... , ...,..J .... ___ ...... ~ ."..., .... J ___ ~ ........... c:"""""'-- i_ •• , ... ~'-" ....... ' ... , r ..... -·· .. ""-~,..,Jo+_' .... - ... _ .... ___ :::>...., ... 'r 

BDl>. 093l/002_and".BDP'.,O.95.l/l0S. ) .. 'lllese. will~not;,be;i~divid~lly: analy:z.ed'; 
... ~,~ ' ...... ", •• _ ....... ' _ ~. _ _ _, _~ .......... ....." • .., _ ... .8 ......... ' ..... ~, .-':J ... ~,.~_ .... ~ ....... _ ~ I.". .... y._ ._".,~_ ""'_' ... ,J,.-, ....... ~.,J w_' ..... ~ ..... ;,.,.J .. ' 

~ ,,~ ~~ 0l?~-'?~ <>.~:~e~e~.~~~:l~~ ~~:£-l:~s~~::t~~e .S~.!t~\~:~~·o~r::t.el~o~~ 
the _license ,contract:.. value,. of" the,. specifically: funded programs _.of:.. the ... 

··,t·"~''''''''''-'''·301 _ ... '. --*._' , .. ,'#" .. -.. ... )/ •• '.,J ~ •. ~} ... ¥.J ..... ~' .~., .... .:.,#_I •• ~..I0 ........ ,.i".~..;.I ..... z_ ..... "'oJl ..... _,~.J,..J +..l·;1.w-.l ..... _~ 

divisio~.-:--::'-'_ A--furthe:c: probl~m (~'MTTJRN points-.;out) ,is.~~hat ~er. .. ~" ' .. 
__ ...... '.-J'~ .I., ... ,_".\" #o~J' .... , '''. __ ...1"" ........... Jo_ .. ,,.1~ ,./JVo.J .. ~J.J,.....,..J- _ ... I....~ 'J ...... _r, _ .... "_~'~/i IIAV .:;)_ ........... r ,;.,...Ir~'W 

dist:ribut;ou,.. of '.' tI:e FR&EI..,BDPs ~ ~ ...;uot· ~n~~re~y .. c~~is,ten~. 'Ih~ ... s;a~f~ 
\, ..... ' .......... """ .......... "" fI ......... ~, ~c..v\w ...J ....... _4~1 \ .............. _il00ii''''"':.;..., c.. ~I_'hil\ ._.. • ... ~ .. '"..iJ.,J. ..... C);.j·.;.O 

-30/-We-s,tated-previous-1Y-(·p'·-6.l·)-that-Paci.f.ie-d.id..;.no-t-GOnte,s.t-th.e--
- , ',' .··.-redistribution of ~,overheads~.::S'Wlrl..:te~Pacificomade~,noc~argumen'tTon \2 S 

·~:-:1)rref7eOileeii:W1g;·t1l:£'s-~'"OM:r:wade tes·tified (Exhib:i:t~305,( p: E'~43)
that their.:application..:to:,PR&EI~was;,inconsist·ent.:~ 1 Howe..v:er~:::the 

. staffts::,methodology _ is more..::appropr·iate,:;than theleompanyl $(;.::.:and, 
.. :therefore, .adopted.for ,this.i:proceed!~l~:)??o,:q~":.:j·::~ (\'7'?~: 

.Q~O~ z~x~~~o~ 0~O~=~~q~o 0: 



recommended disaJ:lowanees::.:in~:an,.:-:a.rea.<.:co.ve'r~d:::by. BOPS: beginilip:g with , 
- - -. r: . .. '-, '; .. .,. ','J r "-''''J '-'-"'\ ,..~-.. i'~""'\'. '-:') ~""'-.f. .. , ~ - ~- -t)C·l.,. "") '')f"'"--n''-' -;. ,.)..: ... 

Serial Number ~097~;;~~~a~~~~~~~>~u~ ::.~~ ·~~d'~;';:~~~5.e~f::~,:t~~~disallow8l'lces. 
Exhibit 296 contains: ~':'1lo..:BD:es. ::in,.-:tb.e: 09:'Z6;. s:er:b:~$'':: = ;:::;0': ?::::.:;cz:o':' 

.... ', .. -: .. , ..... ·.":,,:," ... ·.c .. · .. I-.-~·~: .. - ... ·+, . • ,_.i·c""~-' "~" .. "tfA""-C -r') .... ~ ... ~~~"\ ""\ .. ?~,~ 
Advert':ts:Ulg -Adminl:strat'ron~~;:~ ~,:~;o~:::~~::~D~~ ~;..tf'ds area 

include admirdstenng.:nationaJ;:::.a.dvert:ts.ing ef·forts forL:Ye'lJ:()w. pages or ' 
1'1' .. ~ _ ... "' .......... ".....,. 

specific service offerings (BDPs 0931/002, 011, and02I}:"~o'st of· the 
oth~s ~~~,~~f;:~~st!~nab~~ J~\ie' ~c:tli . the ;-:k¥ ':O\~~~d~~rt;!s~frig ClwhfCil:" -ti~':: i~TV: 
have alio~ed t~ :'be ~!e:h~g~d-::td. ,t~E; :-:f:ii;p;y';;; ~,;:.~n;:~ ~DPs ~ iii t1i:t~ ·~ii.~'Ja • ~~ 
Exhib:rt~;·296:-iridi~de~e-¥~ii~·;<c~ririe2£ecf~ili';:p.fJsgrit.£t·:t6ris O~t'~tb~~~'~!' 
AT&T :':~~et~g'" (09'3i;03));' ~'DisneYI~~ ~ ~~-4i~~: (619'3il~~I5 ;~;:~ ~i;fiIri~-6:~l 

., "',-'-" -0'"",....,., ...... 1, ' ...... r, ~ ... '._'j ~~I:\'~'·.), l.: .. ,("',. ,,\ ... ..... 1"", ...... , .. ~"", _~~,'""I"¥r#~ ~ .... .J:--,I ... I .. ~~ ... ' 

exhibits '(093l/05I;"concerning":tmiova"i:(ve' exh:ib:r't ... ·des:t'gris;-t11e: suoj~e~''''' 
matter being unspecified)~ "Corporate Advertising Administraf:t~rift'v:),;:r;..:.t;'. 
(0932J002):~ ~cli :a~2~ibe~;~d~~~~~i:i~" ~the ~:~M:-i~~ri2~f mass media 
"t~:eXPi~~-oui~:c;~ia£~<~bj~g~!~~i~[is:th.~~~~n~~~l:'·piiblig ~irJtd,\r."";·f:' 
sei~tea"-'se8m~~~j' .!ri th~::ife~!~~f:·~:~,;;.rc~;(~~rig~;~~eci:p.r6~eD:f;~e ');:: 
ma:tagement~'n :~rg~~fiori; '~~d ~~o~~'fi~:t6n;~' ~a:';;c6fPof.it~:'Id~~iif1cii!on 
Program" (0932io22-5,::~liidb.· c~~~e@ .~i/or~~61{\~t~f!ai~. X~.tth~~dg~~y 

.,/.'8' .... ,.,~ ...... ~ ....... "I ................... r·· .. _·'.", ... !· 1"\"; t'.".,r' .... ' . ."l.,..~1 -.-·I"" ..... _·('"u\ ... , .... '~·'~"';r ",.- .. ~ .. 

trademark, vehicle '1Clerit!f:rCat:toii;'-us~e "of-company-stai:tonery '~'ana'w ot'her 
~',"'''.', . -,,-''''- "._~_I'\_l~ . ...., ..... ,'.,-,:.", "; .. (.).-1 .,.....to "'-(""><Ir~r ...... f ... )·..,..j"J:. ... ~1 rc.-'~;'"'\ r. .. ~.., stud:i:es -of' visUaI~ cOt1miun!cations~'" .I~~ -~-' .,;I.;~> ~'-'- _. -:-' ~ .. ..., ...... 4.~ 

'··I_ ..... ~" ... "..." .. -'-~ "., ....... 1~,:"".~ ,-.(.)':" _ ' .. ,...'-:,,.:~ .. "= ,-.', : ....... ~;,;...'!"~ ... ,.;.,.". '::\.~. ~"-f;' .. ":'t -;, """;-t _> Ij.<:,·~::: ;: r 

~ .,_., Mr~ '·Wade "s"'obj ect:I:ons ~'to' "the"sta£frs"disalIowanees are "'not , ... 
bome~ 6~t":by~~r~f~~~e~~-':to ~;th;~BDPs:···~ H~:-:rec2~~ridso aiI~~~g~ ~£ ~~·.:0V::;';~ 
BDP'"'093l/osi~ (s~~ a.bOve·?be~i1Se ;,:tb.e(;prod~d(is::tii~d~:G$~rad~Ds~o~·~~~':: 
for;'~t'~e~':hlSt~~tron~ ~d empl~y~~::tri1tii;jg;:;~aC:"ria~'::sSie!i:'£o;ro~: 

• .:"'~"'''' (,...-,W .~, •• _. rJ'_,."'."~'"'''' ~"'_I-"""'" .. _.~('"\ .,.;.,,,,,,,.;'--,, .......... .., t"""~,\_,,-,, .. '\".,~~:, ''I._~ ....... l~,..".:,"'or:"..,;.. \_", .•• '.~ 

Disneyland exhibits:" ·-.. ··CExh1b:tt¥30S; -p;~'Ir-8I~)- ··~:ttff'·th:t's :ts"tme; .. I.~ •••• 

'· .. ' ........ c~_ -, .. ,...., ..... ,.'. -.. ,;\'._.,~ ..... , '-'~"'~i."""~ _"\.,f' ...... ~-.-. t.: .. ·.~1,..7. ;-.c·,-r:c ~""I/II"""';:J':.' ,..,,"':- :....~ ... "',·~ .. 'III;-.;I_"' ... " 

the· subj ect " matter- is"not stated~'and~'the 'product .... 'Can .. · aseai:LlY"oe" !mage 
-:', " : ........ , c~.'.-:l"' ......... -,-.: ... \ "',,. .•.•.• ';' '~ .. : ..... _~,I'o.~_-~ ...... c .... ~ ... ~I""'~~\ "', ...... c '· .~: ;..,.., .... T ....,'"'r~ "'~oC 

building' as -' direct .... 1nfomtion·· of- service offer:tngs' (or"-a::eombin3.t10n 
'. of~th) :;:; ;'R~g8rdix;,~= the = Co~rite;:'Id~~t!f!cat~ot?Pro'gram$(BDp60932/022)' 

, • .,", ~. , ..... t r .... ~, "OA ' ... r\p;"· .... /\ 
Mr. 'Wade'~'s '"s''':th8.t'-:':the''::·'''U%pOseQ is. ~--;-j.!".:C -.:..."::2. ;)~:D .\':_":' .6~ .• C'v'_ .... ,-'-: . .} 

, ., ay . p ~. ~ (".\~"~,, C'r---' . ~ . 
. ",:: .:" .. .: ":\'":~. :~t·la;;.':~~ritiD.g~natu.J:.;~~d ~provides··;d:t'r-ect2.;;;::·~ .. ;~r;::-',Si:~"::O:;.'-;<:; 

.-='~.~: ,', ·:benefits to;:,the-=customer."~:=C'QStomers,:).benefit., ~.,"~:':~: :~~:--":: '~f.?::r,',· (~ 

~ .. :._ .:: ... ~' .:~r~~::~~ ~~~~~)r.:~~~;.;t~~~e(.:~~~~tif~~f".::' :;,;iC:=x~" s:c:\_r~;;c 
. , . 

31/- "The" SubJect of"'Disneylandiwas·;'tb.orougb.ly'~:eXploreo: iu':'Decision'-'·"·'-"v 
- No. \. 88232~~'in.-=thiscproceed1ng:'and. our;; reasons:: forqd1sal:.l;owing,':'::':::; ;";;;; 

expenses associated with the Bell System Disneyland' exhibit are 
explained" in' that decision. . . 



lan/kS/dz 

._" ... ;1l:I.8%ki.ngs: when: admit~,:te-.lephone !'.per,s.oxme];.it'C>.,~.:::~ !):);J!";~:)~O"~:~ 
,., .. 'their ,~omes.,., ~when ,in 'I!.~ed'Hof,~eme:rgetlcy'.~assi~~~e~q.:~".t" ~.,' _,"-;' 
. ""and -when '''W&lting~to l:oeate'--varl'ouSJ"te'l:epnone ,I.: ~ _:J ... , .• ~ •• -,.~- .. _''--

com.pany locations' :or. eo'in phone: .~ac:ni t±e~.7 '::.,:-l.o£·c~ ':~~'~: ~ .;; ': :2~):Z 
,_ AT&T did :not, "pro,vide this .. guidanc.e,~ )~acifi~, .~o.u,ld,._ . 

,. have to "perform. "thl;·s work';';'i:ese,l":f~greater~ 
, and · .. ·..;th,-a lJ'oss·:'of, n ....... .,·fo-.t··t'O",·~thro··, ... ,..out·.·the·.-· .... :.,.,.~,~.;'.,., :.)~)_",.~._,,\.-.. ~ . .... ,"'. ~ IV ..J ~ • _~ ~""',1 . ~ .'~I , ... ).1 __ ..... _, ... , ......... ,., _ .~ ..-

CO'tllltry ... ':', . ,,-,"' ..... ,,-\ ~'~r.'" .,,--\ .' ~" . 
. .... ~~ ~~.,~" .. ,.: ,)~'4 • "_~.,, ~::.~~) ~.;, ~.' ... ; ;; :"'\'./\.: \~~:.. ~ll' ~.~~\.;I'~~; ;~;-..:= .. :.:::~):.. :;.0 ~:)..').r,\rl'~~~ ~..:: ':.~~ =~,C~~, 

w"hil~. s:uch. op~r:ati~J?al .. goals, .;~.,b.e, inf~~ed, ;:=o[[lf"t~e,J.an.guag~ ... in,,~~e;·.~ 
.. ' •. • "....f ........ ,., ~~J>c_\., __ ....... ).,,~ .. ~ ... ....., .... ) • ..j._01..} .) ........... ;.. ..... .• __ ,.'1'" .... ,vJ,:.;. ..... ~..- ..... 'O':")..J~ .. LV LJ •. ~. w::-... _ • .)),J>.v-O 

B~~, ::~er :::~: ~~.t .:~~:c~,~:~ca~~\'~.~~~,~n~~~ t':~~~~.~:;e~)dt~: ~~~~:.:;'. ')v:.~r;, 
languag~ ~is ~~o . ~~o.ad ~as: ",;~ ~i'J?c,l:U~e , .al?:,"~~,~':1~e~;~of,,'OPe)r.at~9.M:;':'8%l.d (,r ~. , ..... _~' 

A._ L.' .' ...... _, , •• , ... __ ... , .... ~.: •• _, , .... ,\. ,~ ...... _v . .) .. ,., ... ,-'~.;.~_~...,.I ..... ,' .......... ~·c/."' ~) ... , .... ,.J,.:.) ... ..,.,.4. C ....... w ..... , ...... I .. , .. ,.... 

"~~.~:~':.~:y~:ing:~~~~~::-:~e,;i~~t:~,t!.:7: ~~~~s,.~.\!r;~~~e~~',;,~~~~~~.~a~7X~!)~:e:.2::/, 
18l?-suage ~der .. tl:le,¥.?'~o,~ ,)~J)P 9~ . .3:2(9,2?, ... eti~,:i:~.1~~~:~~nefit,s~t~~e ,,' .. "~"':". ' 

... _ ......... _. .' ,_ "'~., , .... , ..... ~ ' .. " __ ............. ~,._ .. x,) ... lit .... _ .. ,~'. '.)n,,"''''_ ~",.J,._ ....... _ ..... _,;T . .)_ lI.,J.,\"'...., \ ........... ~"'./ ... ., ___ ."., ..... 4.1.~ 

Achieved" .. ) , ',. ,,' '.. I .', • • 
~;(:; ....... '-,~ =:-:-~ .... ~ ::~-:: ... :~/. ::'::...: ;.~: ~ = ~~)~~'~~l"C\. "'.1 :;;~~oc":!:c .. ; ~ , \. ~~')..;', :!;.;;.o~tC!:.:~::.:;.~ ,:;~::,,-: ~)C -'::8::~, 

:..,.", '0",'_ Press Relations :~d~Public Relations Planning~J..,~_;~ iSf\n~~,:,~,,\ 
.... ,.~~ ••• "0-1_~ _ ..... _._ •• ,.L ....... '-h+ ... __ .:~\., ...... ",_. __ ~._ .,_ ....... " ...... "'u .... 'I.''' .... _'._ Ii,A_ ...... ..tv/'\'\.~V-....J ,_...., ..... \.1/ 

alway~ _~! ~~ .:~~a:~~~.-::~e~~:.:t~~ ~~f~~.~~,~'?;sc~h~~ ;:'.~~~~;3n~'~0 i~ ::~~~~)t~.! 11 

the BDPs. ' There are four' BDPs in the 0940 "series in Exhibit 296,. Only 
'1/ oJ: ~':'~I ";~,~~:.-" __ (~=:::~~~l ,:.,~~' ;:'.:.,L ::.~-::.~;. .:') oj ~;':·R::"',r:::.);.:: : 0 ~':;)."~:),::" '-'~ :'" ;:..,: r;w.- I ~~~!. ::';:;':)!~'\~0 ~~~ ;.,,);):- ~.::) ~~) ~:~ 

~.~ ~,?e,~ ~~ :~~:~~.~ ~f-~t~;~~.: t~~-::~~ j:~~~~~~~ :~J;~i~~,~S3~t~.~~~-:Eh: .:: ;::)c.:.;;~c::.r.: 
~~~,~,~i~~~i9.: ~~'",~:,~~:t~~~e:o ~~ q~~~~g~~~f.5~~c:.e.~~~~seo~ IIX~:.~;;~.~::s 
:~s~~p.g .~~~~;:~t~~~~;~.:,t~or~~l~Ee~;:.~~~~S~e~~· :)l~1:!';~)v .;;-;cr:~0~!:,.-::' 

The 095l series appears to. be .. ,;n .. this, ~.~1:.~,gory-~r" ~fb.ere.,~~",.,,,, 
I .\_ .... v ...... .#.{j .. ) .... t:_II~,~ ........ ..,.; ..... _1 ......... .1 ..;..0 f ...... ) ... ~ .... )_" ...... 

18 "BDPs in this series ,included in Exhibit 296 •. .Many of.~them fund 
.... .J.:- :'i .... ~ ... ,~:.:I_'._·~:, ..... ·\,/_,_ ... ~~.~.) ''.> _".~:..:~_.~:. .~~~-"....;. (~ .... ~' ... ;tO.:...,;;:.... ... ~.l'; .. C1<.~ t.~ ~):..)"., .... ...,.. .... ~.J. ... ,l" 

surveys of customer opinions. Mr _ W'ade,-denies that" image building is· . 
.... '",,1 ,':. .. :.,./,:."' ... JI<:'-.i .......... :: • . ;_,~ .. ~ •• :.. ... :~ .• )..)~-'-= '.~~,;.,'~ • (': :.~.~ :""";.,._ 0-.,1 :..J~I;:'...):"~J_;,J.-:: '(\.: _:..~\...., ()~.:':'oc 

included, and"s.tates .. that" the~pw:pose .is, to .learn ~t customers .e'SPect,... 
'" ,I •. .}, ... __ ~ • ,J"._.~. ~~._ ,; .. )'.'.:"....- ;" .. -'_I ..... : ... ~I.J_.< .... )r:w ::;Jt: .. :..J~.)"';:)' .. i \~)·./V-\,.i~ .. ~):J;.:~, .. · .. ~v \J~'-'C..) ;.\....0.. 

from,.. OTGs, ,s~~, that._ ~l:i:.c i~s. ,and~.pr~~~~u~~,~ can b~. modiJ,i~~ ~ w~~?-" t:l~C;,es~ • 
. c·· ....... ~_ .. ~ ..... ,.)r ... w'.,J .. ··( .......... ~+.'~., .... " ... _, ... ' ...... _ .••. ,' " .. "_ ....... , ... .J .j)+,J,)J ' .... c.J.._....J • .., ..... I,.'~ ...... ~.,;... ~:..;)o ...... "O_~......,.;,.; ... u_ 

Also, ,trends are~ana.lyzed/ so~:.,;hat~.operat:ro:nal."change~ .. may .;1?~ ma?,e;, ...... ;A:.,n' 
.... , ...... ~ .... ",-,- _ .. ,' .... ,..1- _., .... ~.. , ..... , ............... ,' "(I"...V"", .. " ......... *.J .. ~.1 .~ ... __ "-_ ... <I> .. __ • ..;"'._." .... <8: .. , ... ~ ........ \_ 

review. of"the.actual"BDPs"shows," that,~Mr •. Wade' s:~opinion_is~~only'.,partially 
I" ..... ,.oj. ~-' ..... '.''- '-," •. ' ,_ ....... _ ............ .; ..... ~; ........ \.., ,_\ .... _ ,~IA-~, _t: ... ) __ ...... _~ ... .,i' v;.), ... ~, .... , ~ .. t~-'l:"""". "';~.,..J, _!J-J~~ '~<ll~ ... _. 

bor.le.out~._,.:Qb.il~t~some,..se~m:-,t;o,.s:uPpo;t-:,his:, .. ,view_.(BDPs .. 9~~1/1q~,.~107,. :., r 
.... ~,-- ....... - ....... - .. , ~"'-' ..... "'--'/ \,.,., .. ,.".~ .................. ,\. ..... (_ .... > ~ - .. -"1 ...... ~,/ ... , ....... _J ... , ....... '-'~~ ... _ ..,;;J:,;) .. _J....J ' ..... ~ i~,""""':.,)'" _;,]",,~ 

" ~1.E·)\! :~~~h~:~ '; ap,~"::~e~:~~~~~;~ :a~j ~~~~~~t;;:~t~~~~~~~~~ct~t~~os~~s 
0951/106, l08~ l13)~ and still others a:re"so,-broa~~that,.;they.,defy.r" .v 

'.~_~ :,J,;..,',.,J .. ,,_.JI.. ..... J~,t6~ J ...... ,I-- ...... V,\I.:"I".~ ,'Jri.J~ •• .,.t; ............ 

precise analysis~ <:SDP,. O~~llll~)_. ~So~~ .. :rnC:l'!-;d'e..,a.;..~~~:e~of "goals in sueh 
-.' '- -,.- .. ~...-' .• ,,} '.~ -' .... 1 .. 10 '" ..J' ... '0-" .:)- .. ~ •••• , " ..... _.., .... f ,," r·I.''' ......... _ ....... ,J.. ... J .... \0,.: • .1. .... ,_ ..... U ... It ., 

a way that they. cannot",.?e:::<:tuan~~tat:t~ely(:,sep~rat:e~~j F~r-.:examp'le, BDP 
..... ,. ~ .. ,,? "-If .-~ .. ", /" rh,", """;'" ~\.-/\ ",,,, .. ,. , .. ,.... ... ,..":'), _ ....... , .... ,.. • ...- ('1,,.........,~, 

0951/102 "publie overview"--'funds·)tb:e~measuremerit~·o·f trends~in "public 
attitudes toward various aspects· of service~ cost of service, and' the 

--compariy-::-;t·se"'I~~~d:rt·:i:"~~r;q~e·~:t"r:onS". c:~,vei:" em:~~~y';e-es--:--eo~~~ium~r:u'sue~s; . 
, ...... J .. ~ ....... _I"I ..... ~.\_ • .) •. ) .... '".. •• ~ ... ~, .• " ."_ .... ,_,.l.,..'\,,.< ..... U.l. ..... ' vJ,),N ".) ....... .JI.,l.,v ...... ""~ ... , ..... t,./~ ..... ~ _;,.J ... U'*-J __ ... ,. \ .... ~. 

antit~t·.:and,~.competition:'matte:rs , band;:: service!. cost.f.tradeo££s~ ft'. oZ -
~~~-=~-:.I =;o:·I~"::';~>:r.; ~""\';:'~:"\:~)I:'~~~G ,;::"tj:,-:;"~:2 ::~::J.£: !:j!"::= t:'~J:""""." :;''rJ':.C~:;'O:;:2:£:' ~!)~!l'~~CJ 

-~~"'_;"",ri", nt..,.~ ... · ~~ ': ....... r~,...,...~;C ......... ;L" . 
• ;. ... I,.,;, .. t: ........... ,'J-;.J ...... ,'.i.l. ........ ~_ J~w ~ ...... Io",£.~ .~.r".';'i 



A.55492 p C.10. km/ks /dz * 
""';" \ .,:~ -< 

..... \'....~~.{.. ... Ja''. 
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"'_'~:~"":\-.I,-:::; . • :-~,;.:<:~ -:,,:;~~ ·)0'~:~."-" ~EJ ~'II'.;r:r~·~:::o:'l ::..::!'?~;:::::~~ :).S1~~~.i~ jt:'::)~,.~- ::tn.:z !)::: 

,::~. ;";.:::.~.: ".::~.: ~?5he: ~·+:1f,~g~n~~~2~~.~~~e~.,~u~.j~5F;~t~·5g~~.~e~~~~~=~:c'.~:::::t:CI':; 
e.ommentary by Mr. Wade is Public Re~~~~ons. ~:~i~g.("c.~:.~~a.~eC~1~J2n~F?) 
contest a.~~:~.?~::th! ~~tsf?t~?~~~e:~~ ~~~:~::t(> Bg;~i 05;~!r?g~ ... , a:g,~~~~O;? but 
states that. the ,J3DPs .studied... by: thes·taff are',not typical of ~e' work 

'~',<. -,:-">",...,, .. c_ ,,_, ~'_: ~:~ .... ~),' -,<' "" ,-.,,:,,~':",I .. I .. ~~" ...... ..,~"~'.. '\1<': .-' ... =', ~~,":_. '0 .;.)t.:'~~':::~_.~:~~::C" 

of the division:--A-rev:tew-ofl:he-m>Ps in the 0951 series d.emonstrates 
• ::-:'~;:T ...... J :-'~'::"J:::' ..... :'''''.':' ~,:T'),f:I~.":::i~ ~':':'_=:'::'_'~~~;) 0:: ::;rj tnJ~ ~)~:;!)t+-_ .. , .. ~\\ : .. /..:s.: 
tha~:~~.Y:C?'f~~::~~t~,~,~.:~tx~~-:~g~~:,~~;::;~b2£E~~:r~g,:£g:e~ ~~~ g~0t~~rgf":t:!:o~ 
them·~~o:;u.~:f~~ .~~~~~~::-:::.t~,~.',on.:~5f~=:~a~;~(:,~ ~~~'fe~E: v~~J?~:5g~ ~~~~~fl ':)::~ 
(BDPs 0951/107-p ' ~l~,;).llf,~:}l§) •. ~_ .. ' .... ..:~ ...... . ',v-~'" :_-:~ _;. ",,,",~;. ~- : .. ~ ~~_""_.~",,, 

.... ,.,),. ~ ... -~ .. ..,... ..... ..... · •• ~..,fA_J ..• Jt .. .,.1 _,;,r' •• ..,..." ........ ..J., _~ ........... ,::.~. ___ .... ~ \,I .... J..... .. \' y 

We underst.!nd Mr. Wade's (and Pacificts) point'that~these,BDP.s. 
. ' ;.1 ::rU~""7:-7, J\C ~~\..i ~;"i:'~I.~~~_ .,1. 

were pr.ep~ed. ~ ,~llter'1l?l_~oc~en;s and; ~,~e:" :op~_, n~~e:~:~~:p:~nt'"encre'~ 
_ •• < •• ", •• ~_. _~ ...... _ ... _ ,jo\ I •••• _, ......... /' <,.,_, _ _ ''''_''-_1'",..:1 ..... .... _ ............. 1o,.J~ ~~ .. -"'_;,.;_o..../~,,·\- ' . 

to ~,-:f-0~H! r~C!:f~~:.l~:~~" t\~~~.:: ;O?E~~fd~fr..! r~~~+~~'f:~:; t~:m:~~~E~~c~)c 
firstt.~e~ '. : :E'f?r:c c~~:~:~~?f~-e-~ :¥~~.~~:~~~:; ~~~e~:f0;:~~' . ~~j~O~ :.E~bf.7zt~:~ 
that Mr. Wade' s interpretat~ons. ..... o,f .~p:em •. c.an"P~ p,~.o~ed"\.in a.l,l;c:.~seg ..... <" ,,':. 

".,1._1'" .... 0 .... ·'", ___ ,'_".. .. ,\1., X ... ,I ... , ....... .,.I..,.)y ... \ ..... I .... J.' "..J .... -#I!"~ .... \_ .... .AA~J<..;).!)- .... ..J.. 

~~:,:~o~~l:~:: ~~~J~in~~::.~EfD,:e~: .. :~l~f\f~;. ;?rE~~-:;.~:cJ;~a:f~:~:"~ ~.~~s.. We 
will not p in the interest of brevity, bec:ause,,,th.ei .. x:e~.~ 0.( .the..,,~v~.il~b.l,~~, 

... ..,. ...... ~:..,;; _..Jo _.:,),.;.4-c .... · .. .;.: ... ~)...r .", .. 7 ... ~~ \.,. ............. 1 v~ .. I'.., 

BDPs are, excep"~_fp,r_ th~~_O.~?'tl_ s~e?=,i~.s,~~le.~i,~y .. r~l,a~,~.§ t;,or,e to-;\the 
.. ' .. _ .... \.,.-,.'"'._, __ "'."-<' ".. ...... ~ ..... ~_ •. , .. ,_..;.~ ..... ~~ .... 4..,_" ........ "'~ ••• ~ .... I .... ~J. .... OCt ... <.;...) r_ 

corporate im.age~~ ,a::eatban: ,to;.~ the:: ,.t~;O.£O,ma.rke.ting,o ,adye,:t:tising,. or. 
administrative expe~e whiCh -:we:: ih8.ve annoUri~ed)-we ,wotrla~ja~low.· As for 

~~. z .•••• ~70~=~~ 2~~~~~~~2C~~ 
the 0981 series p while certain labor relations. ana associatedLgoals may 

~L_ .. ,.-. ,_.,N ~""'.I". '". ,- '-~I" ~... ' .... _ f'''fW' ,. ~M.·""""", .... 

be appropriate fo:t:: :li~:eDse-', ~~ntiact~ ~£~(ting~;'(BD~s;:~9;;17;io:l and 202) the 
remainder have goals:'.more-'·.::rn~ tll~ natUre" .:Of:. :coCciriitmi~y,:: re:lations. .. 

,-::-':'! __ : ",:-~~.: ... ':' ~'?,7.~;", .... O~:-:~:j~':':':·.=:':~: t~(..r"~ ::..n ::';,:" .. i);Ii.::.(. .......... ~:;x-= 

In any.: .eyent,:; we" baye;: :$"t:at~d:; :e~,sewheJ:'~:::in;~this~.t<iecision why' 
.' ,.\ ';' ~.. "', '-, ("to . 

we believe we should determine the value of 'li'eetise-- ~onu:aet: expenses. 
based on-: :areas~ 'Of: -SubJ~t~-matt-eX:;rather ,t"hBn:: -0':1" :a:na-'lyzing"';;,1iU1:ldrecfSO of:,:':: ' 
items indiv:i;(mally·caxidde1:~.;,.;g, Upon-;'Whi<:Fi("sfd~·Of::.eneS l~e!'eaCb.:)'one> 
fall::i/:: Ihe---'BDPis 'iif~ ~e:: area. :Of'~1'R&EF m8.y:.work~ ~very) -wel~Y.>~o~internal 
corPOrate·1:ls(f'"p:-~out-:·£r~-Ou.r· owrt replat-o~ :standpo:tnt)~tliey::eonta:t-u ;aJ!:jC,~·. 
mixture:,,:~:·of.' objeet£vesJi::th~e:-'majOl:-lty,,;·o~:Wli£c.b?:ar~!"'otits':rde ~t1:ie"i:'sc'~ro:fJI':' 

;wnat:.we :ha~e,':: 1:nthe:' =pa:se,~·; d'eteririi1:ie(P:to:'~be:-adm£ra:S1:ra.ta'(ie:iuQ?~ppOre ::, 
activrt£esc properly·cb.8.rgea::eO' ..'tlie= .ratepay~~~: :-::Th~: :e;tfre?,;eb!arg;;.r;O"£:: ,:,:::i 

. ~)', .,. " 
.,..... . 'II' ...... ~~~."' ... ~ .. \~ ..... ":'Io .... .-r,.,~ r-:.-'r .. '.,....J:~io.,.... .... ·.j $1,608:,50, is disallowed. . .' .. ,,,;,,,,+-. ,)- J.".;. ~ •• - -' ~....,~ •• _'.J .... _ 

... , .... ~. ' ...... , ............ -'~ -*. -;.:' .- . ...,- ......... 0,. ",- ... ,~.: ... ; .. ,,.: .... ~·r,.:oo.I" ~~':1.~ ... ""\o<:7 t'-<~ ... I~ ..... ~n ...... ~r \-:) ...... 
-.-S.:...;:::..~1::'ibutfOt1S'" .. .l __ •. i...r';' -_ ..... ,.,,-- ..J .... _ _ ~ .... ,,;- ~ _ _ .,.Io....,Ij....J ..... A."":,_."""" "}_.""'"...!,+o' '.~ 'I. 

::.1;',: 'We-;'luWe-::al7:eady ~'di~eUsse-d·:the"r;PR&E~~~a.:!iPartii~t' ('ieUe~ai:J.Cjv, . :buf' . 
certain activities in that: area deserve mention on a separte. ground. 
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'!his:-, d~~.o~an::.e.::~~.p.;~~~s::~9~O ·p~~~t..:!.o.:f.:~tlle:;~~!'v§:.t~S:::B.:.f:rL.the:, :'y,~CC 
Cc>l:?Or~~ ~9:~ S~~~i~_~ :~~~~o~,~~~ ~J.r..s.:~~g~~paf_tE;~~i ... • J::'::~.r~;:,;·,)::: 

.~ .. --:'": r:,: _~ _~::-; Fa~e~".te~_i,fie.dJ .. t~~ tA.~)~aFt. ~~~,~n.~C?~sJ:y ~~~~~: th:a~.:: ~~e 
abo~~ ~~~j.~~i.~:~e.l=:~ ,~l::~~ .~~:.~~_t; t~~ o..;y§.s4-9~p_~r#o;:El~_dp.;.~o,:) 
a~~ly:, ;th~;e ;_~!!~ ~e?=~u~~_as:::.1n,:~~~a5#i~:~!=.e54Y~.s, ~a:t-~b!~x=: 
ady;i.~: :.f~~::~e" ~~~~~:::I;~~,~e::~_~~:c(~).) a~J.~~ ~!1-t~~g~· .~~l}Eg~ 
and ~~9.~?S~. ~!,_~:(~~:~s.~~:.:~~l~O~g.-.:.t~~.,~~2:~~ :r_e_~~J>.tE:.o~ ". . ~ ~,.. .; .... 

debenture and stoek issues. ..;.."."",:- r ... , ""'':>';'' ~\;';-;; :::C~ ,? • __ ~~ ___ u_w ~_ _~._ V~_y 

We agree with Paeific that the disallowance, ~~~y~X:_~p'~ate . .r ... '. 

~As ~~~l<::. ~~,:~~~;:~~~~g:~~?-~~e_~-!'e8~~e~~s~~t~.~t?-cjy. the 
" 

.III f, ' 1I··IIi·,. .. ' 

:;-~n:f ::.:." :~!J;=':V':':~~!j. :.t~~~:-~9~ 
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investor is benefit'ed.:,t\nie[rat"epaYer:'bene:f!ts:· from:·"roPe.r corporate 
d 

.r:. • al ~.. ~'':;'~~.;':', f ·;t.h'ii:::- t·,;>).,:> ,"}v.:: .:::.:~:);.:<, ';;;;: " ;-; 2; ~)::~~:; ,:J 
an ... :t.nanCl. 8QVl;.Ce-"o"" ,..nature: ... ;.,.; .. , .,' ···" .... ·,.,.".i·. '" .... ,'\ ... ,.'";' . 

........ .. ' ..... _ ".1-' ____ , .... ,..... Jo.<' .. _-,_., .'o/f .. ,~.::;t_. ~"A~ ........ J .; •• .. ,,Jo .... , •• /~.~> ,~ 

L. Deoo.rt:nent of'·::Jus'tic'e-"'Antitros·t xtawsu-:tt:.:Expenses». = ;~\2. 
•• .oft..,._~,...,.. 

We havEt'reViewecr:tlie.:ar ,,' ··eiits':on:':t1i'!~;is.~,ie:;~"~No evidence on ~. '" ___ .... ~ ,,~~ ... _. , • ..;~ •.. _ .. \.~ _ ..... _,. •. ,,_40' _ • .j, ... ~ ..,.. .... \... 

this subject was '::preS:ented·:·after. the~ {:ssuanC'e. Of' ':De'cfs::t<>n No. 88232 in 
...... ,.... •.. , , ..... '1' ..... ~., .. ';', ",."' ... ~ .', .... : .. : ..... .4 .. "' ........ 1 ....... )_.-: .. .J.,...., 

this proceeding on ~~~~~l~, '·~~,~?:~-\~~;~~l ~~~<?~~~~:fpartial 
disallowa.nce ofSthese :;e~ense's"'to 2stand'::f~r' th(f'Cr'e'S:sons:es:tated in 

""'r"'" ...... ,.'- " .. -.. ... P'" •• ~~",,~.,\ ~f")-# ... ,..~~,. ("'<'"c'·' .......... ,...,.".o ..... "..,.;~ t' 

Decision No. SS232"(sIip'·'op~o.X:;;~;;-?il~~~r:;:.;~.~'"'I;;~)S~~ 
'. 

M. Washington Off'ice·":·';'~·c'"·,c.q,~ ... ~,~,'~.,: ... -,,,: ~)-r: '),<:,,"> ..... ,::.-"'-:-.. ,...0" .c"·" _ ..... ' ,.". '_ #-.- L .... ~.,J r .... _... .." ,~,._ ...... ".. 1"0'0" _,-. .,.,.. J"~'~' ..... _l.,t."'_, _:..;.J .......... v 

!he actiVities of th!s;·':dffice"::a:r'e':ent:t:reIy'·ccba~ed to the 
-,..., ~;..,, __ ~., t ....... _"" I· ~.~, .. ....., ...... ~~,-·(·7 __ 4'0,_"'",)., , """c. ... 

license contract •. ::~ac~;:t<?~:;'i~~~"p.e.i~~::P:~~~i;xig;£~r:8~;'~ activity was 
$224,080. The staff :>r.e~~endS:,,:a 1.Q.O~ ~:r.c:~nt; d.i.s:aJ::~~~~~e qn llthe ground 
t:hat t:he work ofCtllE(:offic·e··:,fa.·Ji'Is:;;:txito ::the:c'ategory.,:O:f.01'egislative 

advocacy, the exp~e'_·~~;~~a;~w.~~~f~;~~~i~de4·:?~61i;o~ating. expenses, 
chargeable to the rate.~y:er ~ ::~The,.":S;:ta;f:f,,:.summ.a:ri2.,e,S; .::~~::,:a.~ti ~:t:tes of 
:his office as follOWs ~EXh:t'b£t·;i8'5,.;:;pp:!':3;'1Z.3- '8:rid~-:3~4.,::: 

~::-"./_~ .. :, ·~_,::.":;\ .. ~i • .:..t·;~-:\0 __ . ..)-:~=. ;,:,,=.;:--:~j'2. ::0 ~~:':(:;C~)~ 

"1. Co~tm1er :. -<:~~;c.at:i~n~.;Refo,~ ~AC;~" ,,~:~ug~~'~;ing 
actl.o:t:l ;J~o. ,!:be ,;:t.a.k,en: and, ~s:ist;U?g v:tn la~~~t?-:· 
taken. ~~-:::;. ~~ ~~l,i.~':; ,,] .:.~~ ~):~·;:.·I ;: ') :)~-::~. ,,;:,~,~. ;~'c·~ 4! (~c;:o-::~·:) 

"2. Activitl:es·,~re.Iated-:to ';is's·ueS:Concern:l:ng.:·f:,'::c 
C~iiillt"Di~1;io~ s.:~~ce~;:~~.t!10~~o,r;S:o~eg~~~.a;~-v:~ ~)'; :: :;,~:::;;?, .. ;:"-': 
developments, determines . system ,posit:ion,.' 
advocates' o~p<>sit:ron:w:Lth;:govermnent~·;offiC::iar.s~, 0; ~.; 3: ',' ::'":-'~ ::' 
advises and assists OTC's. .. ... .-' - , ... ~),,:. 

~,"3_ Activities related ~to 'the ·,:regulationand~.~, ,~ "'':" 
contro r of." eo;p:orate"and '-iriduStria:C.eoncerns ~'_': . 

. by the ··Executive Departments and:~overnmeritA"C\.::::''':::~ ~< ,:-.:. :::-(; . 
. agencies, .. (other than ""F,CC1- - Eol,lows.,..,-,- ~. ~ '", .. , ~r', "" ". ....,\' 

. developments' in those :-Federal-' departments ~" ~ .. ' , .. , .. ".: ... " ."~.' ,,:..- -
··:aIld".agencies.:that-:re!ate,:to .corporat:e:1:);; .. ' ..:,(:;,~~~:) ~,::.;::,:,)) :);·f;.::, 

o'P>erations, determines system position, ~.~ ;"'~."' : .'H, ~ ,.,,...r ~ 
advocates position,."?ith government officiaIs;-·:· .. ·····~",;' ,h •• ' 

:, advises ~'and ':'as s :i:sts OTC1:s., .":C';'':: :"~'::'''~::::'X';J -:::~::,~ ':':" :;'.,1 

'. :"4~ '-' =AetiV:r.tl:es:related" to.2:ma1ntaining:;~~:ta:i:son.:::' : ::~!":;o~ ~'f..i.-;-;:O :::;~ 
with Executive Departments and government: ,"".:0\,. ,,,,,,, ... ,., r~, :,~.;\ r 

. agencies (othex: than FCC) on t:ele~ommunieations' - _ .. ' .. '--.:'." ~ 
".' :policy-matters;·: Foll:ows;;;deve!o·pment:s:,,::m.;;those',,' 

,._" :Federal:::de?8.rtme:lts a%!-d2ag~,ne;es.:;~t::J;~1,~te~~.1 ,-,,:,,;:::~:::,~ '>r;': 
to communications ser,vices; dete~nes system, . ,. 

-::·':position,::\advocates",pos£t:fon0W£th'::goverril'ne'lit::,~ (,; ::::::cC:~..: ~, 

officials, advises and assists OTC's. 



. ,:,';: .~5:.:, :Re~.ews~cO.n a.:daily.cba~s~("'Itl:le~,:ac:.t':i-vi~:te,s . .::in::!,!,')c' G.':- ":O;2:;lV:"r.:: 

Congress, the. execut~ ve: ~<=I:~p.8:.rtm~x:ta, an4· '. ..... r.·, " __ r, _ :. :,. 
Federal agencl.es, which: '1IlaY"u'"fect Mthe'-13e1?l: ~ ~"-' ",." .... _.. ;-·.C":' 

System ... :, :;;:Pub:l~ishes~.s;ix -:r;egula'r:l~eeklYr..and(:' :,: :':CI:;::;'::";:\~~)( 

.'~~~~~l~~g~,~;~:. :~~€~~~;;~~:r;.~~.:~t;,v'::.f. ~;-~: .. 
" ," legis.lativ:e f:1les;·-:-on al:l' F:-ederaL:I:egislati~n' : .:".:·~C;:·:! ;"!;";,::, 

.. "_.' '10; .,in~~re:i:st ~~~ .. the, Be~_,System_~ __ """", ~" ..,,~. ;.:..,.~ .. -,.,-rc· ...... _ .. ' .'. , .. egl:s.at 've ~"J,J;story fl:.es- on-"'prev""o\lS'\.I. •. " ,~,_"..J-,.,1--,~., '.~, •.•• -, 

> .:: ,:,:eong:ress.ional. act:ion.~::;~:Ser:veSl~~..as,~:c~t:z::al:ized ·:;::'~-'~\·"'C>.: ~ ::~:;.:::::-: 

F
infdormaaltl.lo on .polin~ ;.for ~qTC'.,~ :.~~ .. ,A!&~~~n('.: :-,,-: ... ~,.:". ,,,,: .. ,,",_ .. ,c,:'::'.",:'-:', e er egl.s atl.ve matters~··'·--~ ._~,.c, ......... '.. - •. -- -

........ _, ~ t - l '/ 

"6. Conferences and b~iefing,sessions for.::.tli~v:-:c:'r: ... :~·~~·~ .. , ... 
. .~", . purpose :'o:f ::informJ..Jlg..:.-off;ie:e.:r:s of. ~e:O:rC.;~,;. ':'.:".:: 

. .~ ..... ~ -. ·~~~e~i~~~G~!~~~;~f~t~~&i~f~:~~~ .. ~~.~'~:=:"rO:) ~)".~""~~" 
:·"7:· Centiail:z~ wormat:lon ba.nk::~n::-:·Stat·e·::~;"':"~;: ~,<': "~\~~, ,; .. S?~~ 

' ...... 1egisla1;ive;::ma.tte:t;'s c,(l.;egis.:];atio~,:.-:po,sit;o~ ;.:-::.~,,,; ,>;;,; ~!:.,:-.: 
and trends').. Information exchanged with. . 

. 'OTC':s:n&T,:·W'estern':Elect'rie.::Ja:nci' B-TL~>;·:::-:-::'cx: •. ~>t·.:: • ·~:,;.:: . .:;.")V):::. 

"S~.'" ~'CentraJ.:i:zed~·'Da:ta ,'BaDk-::and::I1lformat'i:'ori::::: ': ...... :: c;: (.::. ::,::,:~,::;:::.:.r,:~ 

~~~~a6~e's~~1 =g:t~~iil:tt~1!.t~~:' .~ c:;: ;'.::. ::~ ~ 3: ':.'~::> ;';:~r::' 
"<activity,: ;'ottts::i:de ~:';lia:rsori"'-res~'oriSib:r:rrty;:O:) ... ~:. 

for-Eel·l ;:Sys.t~ ~'with nat·iona!, :'1 egis Iat::i:Ve.::JL 
groups, co~erences and meetings ~ for ". :;:::.;.' ;~;:; 
State~publl.c::a£~r;s;.:repre.s:en~atl.v:es:-:~ v::: ;;::>A .:: 'I 

The staff repo·rt·3.lso~'commerits~nat:::'one:rof. e'lie"::riiJ.nnr:fUnetions. of the 
, ": \..'.. :; .. ~ ;.-: i:' ,.... .:~~:)..:'~ "Ill:,~ ';~ ~'J::": "'~;-::':::' ~).:~ ;'; ~.= ~)J;i(~ 0 .. ~)'.r()':1 

office is to .a:c.alyze:l'ending,,,::leg~,slation'vto'ldeter:mineoits.. impact on the 
Bell System. "~ ':)::: cc::;::~2~;:'c' ::;::'~'" ~;,)2'::'''''~C 

Pacific~Objects::t():~t1iis~disali>owance. ~~;Mr2,'vWade' and"M~. Detmis 
.'~ .:'~ ') ~::,: _' .. ~ :::...::-:- ~.'\' {~=,<l' :")!",~.": ~;-:,s. ~. '::~"",":'O\=~.O':' .• '~"') ~ o~=.r:o~ " 

both testified.:;that"';.the;-,ma1n actiy;ity::of the~office:)i:s to monitor 

legislation, an~"_ t.~, ~~~~9~Cs _ ;~~,;m7.~;~~; ~CV~~9~!~nt~~~6r regulatory 
~·_,,<I~ •• ,_ ...... 1 .... ..-.~ ... H'_...r_ .... .)_ .... _ ..... ..,"' .. -- .~ ... _ ("~,.J,·.,~)·.~· ... c ....... ,"!:).:"'). 

and: legal complia.nee~:.,pu:r.pos'es,cnot~in00:rder.=t()~)lobby;:;against (or for) 
• _ .... ,.- -"'~"'-t- ~/'" ......... ~."... "','" """"--1""""-'1" .'-~'~ .... ~ ..... ~·.:tf"""'F'..CO the legl.slation.. : :"~..J - .. - '- v \... .. .c' ~ ' .• '- '" .'''., .:) •• _" •• ,:" ':'..,) ~ .;,., .. '"' •• oJ .. , ~ '" .' 

~.~ .... /.~.:..:).;.:.:.:.:.,c ~~~.~~:)\"C<:' :'~= :'f'..",~ r:o':'::-"::I~OC 2:.~~~f,.:~O·\":).::' .. 
On cross-examination, .Mr;"),:O'Rourke::.concededlthat· some of the 

info:r:mational act'ivities .~of ;:the :-:<>£:f::tce were .::.not ;~in~the,category of 
•• - ... '#.\-............. ,~ .... l";.,.-, ~ .. __ " ·'~ .... -"\r"'<"'-~,~"'"'-"·c ~'/~· .... ~,. .. "..".,.-.o::r J'-.Y'*'fI.i~,. legl.slatl.ve advocac:y··-·:J·~r, .. 1 ....... "'-""""'.' •. _''-:'-' '. _" .... :..1 •• ', ............. _ .. r 

• • '--"'1'''''' ,.II \ • '-'. r:'''~ ~ :i:.: .... :::_:7:~~O.:>(~·.,;..~)= ::,) ~ ..,\~ ~ :-'::t~./\;, ~~:J., .. ;'0, ~~)~J.~~~,8. 

1'heoevidence.;:s."'ows::>that~~one~o~ the::-principa1lactivities of 
the office isc>~:tafsonr~th~)Cotigress::::· Regar'a!ng:'thi~~fi:mc~ion, we find 
it· ssibl;c:~tJ~~~;~f.i~::~~ __ f~!~1ii~ ~~f·;:tii£5~2ignoi~0~, le islative· l.mpO - ...... ~ ,.P .. ' .. ~ .. _ ..... , .... __ ._ .• -'" vg.-,~._o. _.J ... _____ .0... g 

.;.; ~ J:"G :;,~ ;~.~~ ,::,~~,!.:.' ':"~.c. ~~4).2",~-'.."~.c..,.:~ .:1.:)1.0,.1:::-::6 

':"100-
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advoeacy. On the other: .1iailQ'~ :'at :heaY:C:lY".: %,'egul~aeed ;:~ora:te structure 
"..~:.) ... /.. .. ~:~:;f).:).", or·!;,.I,,:*:'''::'~ c: =~CrC~e~;~1 

sueh as AT&T must have a means ~f~,:x:api~y:,~~i.s.~~ting' information on 
newly enacted or propOsed'(],~g:fsl~Uon~:t.~::[nsUre::~prOmpt compliance, thus 

~:;.-:~,~, ~~~~.:,.~ 1 :~~.·C=:"'-"-:~·,,'_' ~,r~:~. ""~~'\·~="'·~~'I:~!~l' . 
avoiding pex18.lties and confU$io~:~~;, ~e)"J:~~.r~,~d~_s.r:~~t quantify how much 
of the ~ashington Office'(~.,;t~}:i.s::~s~t:,·,~;:5>~k~o~tOf work or'the 
other. We will allow 50 perCent:·of';(the:-~~nditures~ 

~ .-'-~ l\ ",",I'" ~~ ..... ~,....p~, 

N. Controller's Department . ~'-'~ .... (':"~~:""":'::', __ _~.,,:;-~, 
Staff .Exhipit 286 ,stat,es, ,..Cp. 3-28) tlui?diie~~~e;' restraints 
__ """r_ '"";.'"\-.,' .... .., .... ft ;:-'1 .... _'.'" '~~ .• " -~ ........ ""'t~'-'~,""""""It"\~ ............ w .... ~j.,!("J~,.'" ",:\ ....... 1"If ... , 

the staff .d'fd,;noeJ--'-a<>rm.:an.,':eXtensYive,~.s:tua·A70t::tlle: COntro,D:e:rts. __ , _ ...... ~. -. _. __ .'_ ., .... , -,,_.J, •• __ ~ • _.~ ___ . .J> ~ ___ ~~ .... 

Department. !'he staff simply %'e~ommends a· :d1:sa.!-l.owance: ~f·' ~xPenses 
as"so:c.rateo: ;With:·preparation::Of: ~1:]; :':Syiteiu:'repOrt:s:,:;:amou1:idtIi~ to- $-130,589 
bille<f <7tO:CPae!£ic:,:: includ'ing :all<x:.att~~ o~~overneaQ..",ro ·l'li£."s::ree·omm'enQa:t~:ron· 

:':::::<:O:J=:"Exeeu:t!ve:=nep8rtmentJ:~ :"::;;;"2. • ~5~'>:: l :::"!o;!>!)':::.~~ ;;0 ':r.:::;)OT'.:::.q OJ ~,!.':::.s'::;~;:~ .. 

',:' :::;;;OC;;D ::;-'Ib.e staff ''S':-=dtsCU:s's'i:On .of-'<ther~Al'&T'- EXecutive: ~Defiartm.erie;C£s! 8:s~ 

f .. :"t<':f,-···· .. ~~~'1;.·¥,,;:r;t· ~':;.t". ?-,,"'-£""' ....... '::'0 .. ·-.~- .. e.·.:';..., ~~::.,,.~, •• ... r'." -:. -:....:.- ..... (, ... - ,.~, .. .: ... 
O.L"4~ ... ,~u~ # "90, P.-.... ..... ~/ ... J ~ wI,~.,.. .... - ..... .., " ... - 0\..._'.....1 ..... .J • .;u ....... ...,.., ... AW .......... ,1· .. V,.io....,·tJ_,...,,-' oA ,foJ V~ 

"', ,.,' ", 

::<'""the Execnt'i-ve ~nepaitment, ~whieh:~ulc1:ucres ~the~ t'op.r':~:;':: :,;~c:~~,,:l::· 
corporate officers of AT&T, is res~~~b,l~~r/.!.t~~.: :'~~~; ~;;: ::1: 
management ~f the entire Bell System, and t'l:ierefore.,. 

". :many ..:of·-::tt-s:·act~:tvit:res :are:!n) de'a-rings~·witht A1:&T-'=s't.. 
''', ·...:sbareholders..,..: ... , .. ,:~ ... ~ .. ~ .. ~~: ... )~ ...... 0..,· t ..... 1""'" ..... '~'~j" ~,-..~."');. .. ~~,~f .... ,.;fl~ ... ,.~ ........ ~ ~,.·...,.·1"·r 
.,,-. ,... ." ~ ___ .~ - .... , ... ,_ ... f_, ........... ,«~, ;...;" _ f ..,; .... ...,1 __ ".J . .i.~ ,._ ,. ~ "", .... _'--'''''''''' .. l... '''''~''~. ,',,"_ ', .. " ........ ,."':. 



, ,. ~. ~:"~'~'.~ ,::;:; ltaeif'ic;rstat.e:~.:O~;:br,ie.f:; ... ~t:~f~or;(thi,s::~r.~~e~~ng~.,;i,t td.O;es.::.n~D' 
,': ~.o.ntest'"~the .. ~~l:lowan~::exc.ept;, f~r;: .:.w~.~ .:i..t :::~:l:i~e~ t,O;..:.~.:;1mpr.ope;rJ': i, .;~ .. 

allocation of overhead'. Pacific argues that no overhead s.h.~i~~(~~~:,~ ::',.: 

assigned to payment of directors' fees, since sucb,~P.Ayme~$,\~e;~ci.epetKlent 
of: supP:O~~ct:i:'J:it:ie's;::.~ as~::pen.s-i.o2:lS;, :f:l':~,r;:.s.P8.cE?~ :..e~t~ .. ::. !:.Xb..i.s amounts 
to a reduction in the staff adjustment of: ($3:,.5.95;.~ .'I'Ae: ~o~~~v~O;l~~ 
is ~ minimis, but we believe the allocati.on,;,;s~o~ld: s:t~nd:..,~>,~ayment~ to
di:r~tors include. S()tDe :px:~s~ing;,:and,::-:~1;l;e~(the ::ov::~r.hea~,mar~be- low, 
it is not l:Ek:e.1.v;:ctQ ::oe·.:zero::;~):= ~.: . :Z;:,t.,. ~o ~-=:)~~::'::'6 :)::.:: .. ::oc::~o~ 

,\_~." .. J_I:_ .,-.\ ... ,.....-.... ...!~:".~+t~~"'~'''' ~.",:: ~ ........ ,. ........... ,~, fl."" ~~ .... ,. ~;, ... ,." 11"\ ........ ,.,,., .. ' 
" • -' .. ..+,_' _ ... J .... ..., ...... .A • '* ......... j ..... '".. ,.., ......... ' ...... .., ... , .... "",;,,fI..;';'; ::.J ... ,,. .. ,, ,.;,0 _ ..... ~m~~~£.l.~ ... ,...,..,. 
:Because, we: ~<iis,~:l.~ed> certain ~:in~e.s;t~rx:::in.t~~s:t \ar,eas in other 

parts fn this'deeision, we need not adjust the sta~f;rec~ommt{nQed 
disallowari(:e'::to: ~tb~ EXecut£v~::~~,rt~llfeUt::to ~'efi'ee~ .B:·ilr~aricfe'i or 

"": !:';; ~:~ ~Y' .. "~ ~ ::j-:',~,.. ;:;' ;"~tfjr .:,..;.~ .,;.. c·: ::) ... -.1:: ;~:I:.; ~:) r.:: .. :~4..::7:.r;:,"J ~~ :>:.r!;~ 

disallowances elsewhere..' ~ ~;~,:; ~~t;::~'q~') j<':0,:::'):::-::J: 

P. Human Resourees,-Develop!ent ·Department !;..:.~::r::;;\ "': ;.."?:.:\ • ~, ., 
With this secti01i;'we ':begm':oUr '::dfs·cti3s:ton~of·eertain 

':~: ... ;;-:-.~~?,.,~ .. :,. .):' ')I,;'~.:-:.·"::':" -::.t:o .. ,,: :~c~:: :;r:Q,/ • ,,". 1 
miscellaneous problems not' falling' into- either;:::the,:(~product development 
process" or the "investor interest" ,c:ate80ry;;~'::~'-t~'::C: .~Il 

The, ;staff)Tee_~d's e;;. :'$8ii~49~:ai;:-allowance:,~0f- /..Tiif's Ruman 
:)(J..I :'. ~:"~ ;;--~ ~~.: ~J~ •• ..:. "-:,:-':': :.._;::~ ':" __ ~~ .:....:>I..: "": 0:' ..,'~.~,~;' ::~~o wry .~:t~ ·;r.:.!::Oi7"'S. 

Resources Deve lopinent (HRD),cha.x'ges~ :1nc lud:ing:.rU:.'5:.:::<Equal.,,!:Emp:l:Qyment 
Opporeao.:tty,: :Commiss:tOUl :,<:EEOC)~, :expen:s:es;:an .. ~the: .:8%:o.und:'"~.t:.,.!:.ehe,se sum.s 
are now be· erided~bec:auSe:' o~f? aSt":':unfai-r~ otiSiues.s: ~'ract{ces .. and, ~ .. ~~- ... " ..... !".., .. , ~.~ .- .. ~ ......... P .. , ..... ,I/o~, W''''''''''~L''''''''''''_t"'~4 ..• ~ ..... y~_~I" .... ~ .. r •• , ,_, ..,,; .... _.-I ... _ ..... J~,_'- .~_._.., J ...... _,~,.,""-....,1 ... !_ v ....... "' ... ·.~c' •• , ..... , ..... ,.'-·..;,.tv .... ""Y .. '"'~ .. ,,;,,,;:;,I ........... 

hence, as a policy: ,matter.:·,. :they:,shoul-:d~ U?t; "be; ~1:>i:l:l~>~to: ~e>....x:atepayer • 
During the test year, Pacific was allocated' $390~65lV:2for~1:ementing 
EEOC programs.' (See staff's discussion of, this subj:ecit~;:EX}:t:f]):!.t, 286", 
Pl>. 3-42 and 3~3.) : ::,cr;:: c~~\j;;:.r:l>-::-O:;1 ~:!~;~ !)tfJ'" 
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~~;; ;~ .:.: ~ .:;::. 'Pac.!fic ~empha:tfeal(lY-~gues:. .:tha,t::·.th~!St'a££~c:onstrues these 
e:x:pensesJ:a,s:: :f:tow1l1g;:£rom.-.& (corisent aeeree,=:wherea:s:;'lJ1os:e::of. <the'ifund~ ci = 
expended~ ~..are,a.s 4: :resuJ.t,:;:of;' :.ordinary :'ongoiug: aC;tivit:l:es:::(-inC'ludi'1lg at:.. :,~.1: 

handieapped: progrsill$): anct couipl;iance :w:L"th; 1t'egW:at:£ons=.:USued;..'fl:o~ ,timci:· ... 

to. time ::by·. the: :ag'enc:±e8- ;concernect':with-;3Ucli: pr~mS:: ~7::''::C~ ::0 ~7:::~).:.>":::-::(' .. ....0-'" \"c'" .... ' .. 

. ~.;. :; ,,~;-:-:~.: :.Earlier: in::this :proceeding.i(.Dec:fsioll(.No;l ;:.8a2:32,~~p::oPin±ott;:> 
p. 92) we adjusted Pacific t s own expenses, resur:t.fIig-(f~om;(a .c01iserit:~'dec:iee. 

~"":'::: : "We: emphas.i'ze tthat~ ';o'Ur.' :di·'SJd:1:owance ds:: ('1 :bnited~~o:- : 0::- ~: .)C!:: ~::::, 
,. _ '.'" ~ty ',payments to~ empl~y'eesp.: ,and ,c:io,es f.n?t ." ' .. _. ~ ".... ".,,'. _". ,") 

--. mclude "amount's' "'coxmec:ted 'w:i:th'~l:'1t:tga:t'ton 'of UOC -:-" \ -~ ". - ''''',.'' 
, . problems; adm:tnis-tration .. of::~EEOC ~programs-:, :O:r;).'"::D, ::';~-: •. , ::-X~ x~:;,; 

<=:~l~<?~J:~~h ;-~~:.~~C?:ns~~t,;;:.d~e::se~::~:, ',,;,;~; ::,.: ~=Z ;,;-:;;:::! ';,r:)I: ~:;::,;:t~ 
The staff has not presented us ~~l,t ,any .. break~own, sho~ng\ ,what 

, .~ ... ~_ '- \.yJ...., •. c· ,J ..... ...,I ~"''' ..,1,._._"" ._, .... ~~ ' .. ~_ ' ... _ ( v •. ~ 
. -amount, if..anY:r.r,is,.traceable to penalty payments.. The .staff~ ,w 
........... -._ ... : ,,'.",.;: ... _~_f~~" ..... i:':"./ _ ..... , ..... _ .. , ... (~ .:.....:..=:..._~~, "'~ .. ~.... ... ... :::, ...... ~."., ... , ,.~,+~1u::, ......... +\.,~ .... ,;..~):>~;),..Jo. 

.<x;ecommenda~ion,:.wil,l,_no~,·i~be.}ld~p.ted.,:_ ,,;,.~. ',:,:.". :. ... ,',c .~' ~ :.~, "., .... ~ .,..,,; .. "",,\.""'~_>' 
I .~ ..... .1_ .~-/I ... ' .' ~." ... ... _r .... _ .......... _ -" _~,I> _ _ "'""""',..... ._" ....... ,-" ., .... ,Ao _ .. .J ..... _ ~ ..... 1/ '-' ... __ ................ '':' .. ft,.,......... ... ):) ... ,s-"t. ....... lJl .. I>,9f .,.".J -', ....... .J '." 

Q. AT&T Moving Expenses::- .::::'0\" ::2~j: $:''::: '";':.: I:'C'::.:!':::: 2.:~·c~ ;::::.::::-..uO::r.c 
. -,.- , .. ' ~ '._., Jmring .. t~e, te,st ,.,pex:i.o~f~ ,,~&r. ~W~s. i~, ~t1?-e. ,.p:tocess.,..~,f. a ~~j~~~r ~. 

w" .... ~- ., .... "'" ..... .,." JI ........... _' 1 .. _ ... ,,,,,, .-. .. i...." <I.V ,_t., .... ~_ ..... /-...Jv:,) ......... J./~_ ... _ ..,\..., ,' .• I • ..;,' ..... ..",:::} .......... .... ).~ .• ~I'.J, _'""""'" ... ."J ,..:;t.';;) ............. ;;..! .... ; .... )..,,_ .. ~ 

relocation, of •. s,ome ... of,_,its}~~f,i~~s.,,~d ~s.ta.ff·~"" The ,s.taf£: {,cons~id~,l:.s. ",t~~~l' \ 
.... ~.'''''''_.'.J'''' ., ... ,J ..... ___ ............. '"'.~ ••• ..' ,.}" ........................... , ,.. """_J'_~)' .. I,.,..... ...,)..,' ...... ~ .... 0..l._..,)_ .... \:.~"'-, .. '~"'-ril,_, .4 .. v .......... '...~..;;;_~'" I 

~~ ':~~?.~~.;~ ~~~. ~~c~~~~~;.:~;~,-;b~ ~~~~~'5:~z-:~L~~~~:e~cY~~~~1::c:C~~ 
is _pr.oper ~'1n a_ea.se.,su~~as,..thi,s, .. where.,7th.:e.,.to.ta,l_amo~t. o.f;m?~ng :7,-;'." "") 

',.. , .. _ .... 1< ........ __ to' _ ...... __ '--h:_ ..... , ....... -"_ v_.~ ............ -.1.;. .• _ ......... _ ....... I...)_.M ........... __ ........ _ ..... ..l.. .... '...)-.. ,.;"Jo.\,. .... - ~ ,.1,_, .......... , .. 

expenses :.1s _not _.typ,ie:al.,.,of ~the :usual. ,.year~ ..... <.,S,ee .. staf,f, "Exhibit~. 286.1:_ PP,_ .. 
" ~ \ ..... , ....... _ ... ""'v _ ...... ,I- .... __ 'J_ .... _ ,~. _ .... ~ ... -I .... ~ .~ __ .... _ ., ............... _ .... ~ •.•• -::>_ .. .t • ..,60. ..... ..) ............... ...,.(.).1., .............. J-.,.J ....... .:; ... _ ¥ ...... ~ 

3-~":.~~ .~-~::,-:f~;:~~j~~~~ .. ~o.~:.~4~~,~~~.;:-); :;';':~, :;:':;:;':oq '?':::J:~!',S . 
R. Tax Calculations.· .. ,. " , , . ,., " 
~-.;;:.;:::.;..-=,;:;.;.=:=.;;,;;;.;;.;~~ .. :J.:~ ::)~~11):::::·:·~c =,.~~ ~.::.t.. ;.-:o:! :: ~ 2.s-C :)r:: 'D .. :' :-.. w .:: r~!':;,.:=· ..)~.:' f,.::: 

""::,",..-_ .. "",.Ibe ·.staff .proposed ,two;.,s,eparate ,~adJustme.nts ... \t:o:r: ~T&T'"tax;. '" ',' 
- _If''''~_'~ i- ".- __ "'" .................. , ... , .................. \ ... " ... _ .. ~ ..... _ .. , .. _ ..... '_J .. _ .. J ............. -.J ..... ~.,.",~ ••• ..)_ .... ; .... ~f .... ,.,. J ... "" " ....... __ "....ItoCa.J...# ..... " .. 

pa~e~~s. ,~b~;l.ed . ~~ :~~ :~~.'t~~,~~,~:: c'~.~!.:,l~~~.~s~.,::~~':~~~c:.t~<::.: :o:)'t::~:;,;:r.:: "::{',7:.!. 
_ ,.' ",. New York State Franchise. Tax.. .,The staff ~excluded,.,Pacific. '~s, ...;, . 

' .... , ...... , " '-.' .-~ ..... ,.~·I .. -..J _l ... , ____ ... ..:.:..~ .. ,_ ~ ..... J., • .;. ..... ~ ....... .......... J :.JoP ...... ,l.~ 

share of these taxes on the following basis:. _': .. M'. ,::' .,',:. ........... ""'" ,i ., .", •• 1' r 
'I."._~ ,. .... : 'f'~~"" _ .. 'w_.Jt .. Y~/ -..-- ................ , ... 0 ..... ,:0. .. _./ .... '- ... \'- .... v~_ .. ; .... 

.. . .,"AT&T is_assessed"a~tax,by.!the.State. \of,Newc,_Yo~k ,,~_ 
... 'for .. the·'oppOrtUllity-'to~·do'bus'1ness ·~:tn"-th4t "'st'ate:\"~ 

'The':ba.sis,.:,for:·.aeterm±ning:theotaxd;s~conti1lget1tx:::~.: -::.::::: .. \ ,t :~-:::,:: 
, upon .. the investDlent.AT&T.ho:lds .. "in .its .. subsidiary. (.,.:., 

eOrJ?Orations factored "to ,,·tne 'State'"'o'f-'New York:-'A ").,~ ~~Jj:.v.::-::r:: 
-' It .1.s~,the-~,$taff!:s·::'opiuiot1 that·:taxesvbased,;:.on .a::~,,;;·:.~·,,' ,;;:~,.~::,:.:) 

,corporation~s . subsidiary. holdings ,repres,ent, '_r. :"-''-' _., • 7:-.. ~~=:: 
'holding- company-expenses "which"fall:'"witlrln"the' - .. _.·w ..-,.,.~ ,.~--

... : ' .. definition' o£7investor':interest'::expens-es.) :.~ SFor~.::;: . .:::~ f.'::~: . ::':':; 
., ~thetest-year, $964,064 was allocated. to Pacific .. 

. .... "~~~ch:~~~~rT:~;~:S\(=bi~t~~f:N~~!~r~ .• )~;!::·!C' c: ~<~l~ 



'.:- ;.: ':" ;;:: :,~ L'~ -.Pae±£ic~;disagreeS-:: Yith.' ~the:;:.under;~y.:i.1::lg :pr~'Se:, J)f: :the adj ustment' -

tbat~~on!y .. "holding::compauy,.:expenses".) are)<.i-nv.ol:.ve<h:an~::th.atr.:thue£ore:.cit:, . 

is an ~~enSe-: .. Wb.ich:: :shou:l:d, be:,b?rne ','by.:the: (stockhol-de:rs:.~.cPac.i£:t'C>~:~.::-x:" 
witness-:~Demri:s.::pOinted: ~out::tbat{~e ~:&anch?:se::. tax:. j(~:,;,leY:.i"ed! fc>:z:.:c.the:::.:;;):,; 
privilege of doing bu3±ness:: ~r.New::.Yorlc!:an<h.:that :ca:lculatUlg ~e ::t:axbased' 
on: ~c:apital:: .:stoc:.k:~ :$imply;(a: ;£02:mti1~:t()\~:a2:d:v:~ ,at:.:the; l:~fof taxation • 

. , ,f·""-'l..':'bZ';t, '304- "pp ""-~C:~".:6 ~) .. -. ,.,...... ,:.,"~' -.' -,... ,- ~o .,.'..., :.~ .. " -".. ':! '; ... '" -"" ... ~ ~ .. " .., ~.f I -:::- c. ',.,. .,>-~ .. \ .,., ..... ~~.-..J ....... ' ...... ~"" ......... ,'v ... ,.k:Jo\":' .... _ ... ,1"1 w ..., .... __ ...JAJ_ ..... 7,;.,._( .......... \,..J_ .. ~"" \_'_ .... .... 

Ye agree that the franchise tax :i:s::ca: .:prop~ op·eratin~.(expense· 
and does not represent: :simplY-':anr~~:tnvesto=)'d.ntel:est~z:'Ih:e., UtJ!lform 
System of Acco, unts, :req~:tr~s. ':~ch,:1EaXe:; :t:O~1 !'~~ .ac.:~~unt:ep:~:f:C;..c::a·~ operating 

~ .... "' ............ , ... .. ,.~ ... '",*..J,'." .• ,~ ........ .. ,_ .. ,;,_ .......... l .... ,.~ .... '''''' •. :..') ..... , .............. ; v-.J ....... v."'.t.I .. i' •• .'.i.'-vi' ____ .",J,\ .... _ 

tax expense and UGt .a;:::~tal ::expend1tur.e:.:.-;:.U&X:d;s-.taxedca;s::\a utility 
under New York State law ~d';;6~:as~~a:~b.old:f~gt,;;~mpanY~fl~e- staff' $. 

~acij~~iht~:rili:n6e~~'a:dopt:~~~. ~.:; :)~,;c!y:~,::C. ;0:-: ~~,~.:; ::'11~:Z 0C '. . 

. ~~~;~i ~iricom'e~,.-ruc~s:9: ~\rh.e~·7sea.ff e~ib·ie~(l:Xh:Lb?t'!::28.8~ ~;~-::1j!:45) 
states that AT&T' bills Pacific via t"ti~jsrf2iiis;i6c;nir~d~~f(fr':'ied:erareaxes,. 

"'J""~"""~) . .,....'.- ..,.~-'-~r.'")~""" ""~"""A ,,/"-;. 
amoun~ing t~ $1 .. 3 mill1o~ f~r the ... ~.est Ye8:r. ThH:ea£.f-w:Etues:S-==) ~ .-::: 

-·r ..... """Jo"'~ ~ ...... '" 6)A .. II"<.-'\ .... _ ... ~. ''\ ....... '< ,.--- ~:> ...... , ,/ .. tf~'~~. <"''''\~'''''I',~ ..t\'ltl*'y"" 1ft":'" .... _ .. "' ...... "'Jt( , 

deteraW:led' that' "A'TG:r 'elected" t'o·· ... ta'ke· advarit:a:'ge" '''of ee:rtA1:n: -tax writeoffs 
( "~a~tioO::: pay ~ d~d~c;tion:; and~'{nt~r~'st:::e*:O:s~= dedUctf8ti" 5-CWRrcli;=fri :~": 
the':'~~Utfot(of':th;::staif'~rittie~:'s;\':r~;ui2e4;::'fli:ti; i~ ria~'r~ify: ~nl~'c.x~; 
staff' ~;~~pilii~'Il ii;:"fhllt ':;i.ri;;e ;)AT&T ·~in~ur~:rtio· ~~;fi'al):i.=i:ftY',~t '::sh8u::fd~~': 
nof ui6iuci~c~~~~~::'ior ::1~~ome -:~e;':':~:"ieS'::1i:C'etts~e'':2on':tract;~birr£tig;;i:S 

Pacific points out twit'"}- ~g~ l~'r~is';exami:mlefo~~~~~~Ot iiou.rk~-f.. 
, •• ". ....... - ao.fIo~ "r,1I"\ .j'."'" "".~.,..""" ~ 

stated that while the basis for his recommended adjustmen-e=was:::.no-4 "tax=:. 
"~- ... ~."""" .. ~ ~~::" "~-~~~ ............... f' I·'-'''~''''''''''..tr,,,,,,,.\,,,,,, .-.,.r .......... ..,~a~~ ""'"'1-_"" ~\~+r'''''''' ,.,~~ , 

liability; 'he' a!so'testff:ted""he -wa:s"'".'actual:ly ~utifami;liar'"'Witb:""wb.ether 
AT&T incurred tax :::irab:t':ttty ;:~Ori~~ ':coriSo:f£d:ated':b~s£~~ (tr .. '..7420::7 4ii)'r<f'~C; 
whiii'~:;'Den'O'~i~::ie:st:t£i~d fliit Ai&i'-~feJera.i-2in~m~~ttability has, 
always been positive (Exhib1t'::304, :?p:~'.;·tjj,:?:.: ~:::: ::0 ;;:~X[>:.I !n3l,d: :0 9':r.c.r.;~:: 

. ~ ..... rlf"::\. .. .... .. • .. • ~ .. ~"" ...... , .. 

'l'he, .sta£{:counter~ :~tb:::th~~aX:&Ument:,~tnat,~h~ri .. i~"used the 
,. - _, •• ~ .... ' _, Io.i. "'+'~~" ., .. .J. f.~",~.,' ••• _ ..... ~ ... _ ,...,....;; _ ___ 'rI ~ _ ... "I,oi. .... .J. _\"-,J\. ..... ' ... ) ,~ • .Io"~ .. 0 ..... 

term "AT&T taxes"';;it :::referred.:.to-:,taxeS''::on.t:the :::)genera:t~departments (which 
provide the lic~e :'eontra~t ~~~errl~sY:;b:iCh;:~o. ~th~ ".~ow~edge of the 

........ ... ... ~ ,,'I. _ ,"I .~/ ..... ,'-. ... 'wI..... ..-r ..... <¥ ..,.J .... ' W _'f .... v..". ::J.J..... _,~ ... 'V';'.,;i .. ,,#.4.V·~ .... '-...,1 __ 

company witness, ~-:.have·::neverxshown.:,,:a positi'Ve~~taxf.J::tabfJ:ity. .. =:'Iherefore, 
runs the staff ar. pent;::'.the~:u;,g~.tiY.'e,:~.r~ ~~!~bilfty'o~h~ufd.-;be.""uef:tt: the 

........ .. .. -.." .... ~"I,. .JI'_-'".'_i~... ._ ... ~ #- .. I' .... ~ ..... j~ ....... )'-t;"..,.1 l\', .... A .... ..A .... , ,-40..., ~>J"._ ........... v~' ..... · 

OTCs. The staff ::'ilso ::argaes:>that -;iuterest 2on=AT&t f" sodebtlshould 'be 

used to Offsei~~~~~;4:~i~~~~~~~c.~~~~~S~~!;~~g~~;~e~§ee~§TCs. . 
" ~. ~~ --:. •. ~'" ~ c '~'~: .: 1;C:":::;r":::)' ~. ~:;~~<!~:- $::: ':t~:J,C!~~~ D ;£~ 2 l 
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:. ,,: .. ::, ::d':PaCif!e';,-~ in.';~~:;.~a1:gue:s (that~;~:[e; agrees:>¥1th-;:;.the):s:ia'ff; ~~-::: ':::0 
that' 1rlter~:on~ -:ATar-' s.' ~debt: .shoal:d~Zoff'.et ~:feder:ar::(1Decme; ~t~:::'= ~j ~;':::.: c:~o:; 
payments>allocated::.to:;the:<0Tes:',but;:tha:e:.:th1S?~,!S:: already :"c1oa,'et;':: ~)(~C:~ ':'~,!:::, 

(The staff argues thar;~th:ts)C:ta:', ,.ill: .:fact ;~~~n'C>~ tctolie:-::.): .')~:-.':':'=DenD.:[$'::':: ~: :. ~.,:,:.: ;; 
test1f·!ed: tbae:.,the :interut;,.on;:AI&T':a:::debt= al1:oCabte~::tO;!Ben;(Labs -, 

: 'and:' -~the<1.g5':Broadway ':CorpOraetOn :redueeS:~federaJ:::'':!n:COme~ taX.-",,::o::::':: ;:~~ -:;:;;',::)'( 

alloc·at:iOns.=Cand=,-::1n::turti,:'.P'aC:ific:'-:a :1;icense.:contraet' bi,l1:i1lgs::;.: C. ~.: ~ ~: 0 

Pacifi6' empha.afZes:; that if:Ui:8:::were ;not': dOne:;:::!!Paetf:tc}:sJ·.1:i:celise:s;~. .0:( 

contraet',:b11-rhlgs.,would: ~be:'/'aubs:t'anetallT:Qigher":' (reply: br:te:f?,~ ;p.O'~35)~;~C:': 
- ,<;,~ ~.,·I:a.:.j)ec:.1a:tOli;';No . .::,::.88:23Z:we ::c01lS:1:dered: ~,the):.probJ:erD)::of>:xr&Tt:s?,()-;; .::.:~ 

taxes and::detemined·'.that'.:We 'Wou1:d; use:;Al'&r.·~~:effect1ve) taX Er&t~~ (of~ ',,:0:-: 

5.;1"2 ;perceu.t:~·, ':.:"J:he: :evi:denceJ ;andl.4rgumenes:: (prea:eneect.<here;;dO:::not:. ~ ) ::;.::::~ ::-: .~ 

convince: ~ that we, :s.hould;(devtat'e) .::£roDi' :th!s ,~rUl.1ng..::.::. .W.e) ~rilr].':'&ppJ:y)'::;;::1. 

this tax rate to the license contract account. 

. ~ 

'..,.'I'~";;'''f"'''c::..-:: ~~1~ • ~!::\;.:~.~ ;~,:;ol-:~\· :~.-= :0=,·-:,:::0:; c~~,~!:!)oJ:; 9~:' .o.j,· .~~=::~r::<;:Jt.::'s .. ' 
':·':~.~.~;::::!'!"o~ 0~::";':~':::,"; ~)~i'!1C$: !?I7· c,l 2$>j'".S.:?, ~.:).l~:o· r:l' .2~Z.c.~ !O 

_~~. ~ 0j' ....... -~, _,:~''''j~''''''''''''-''''''''f'_,.,;''';'I';_",_",.,''''~-~. ~~"-:,~~",,~"'r ,,",~;"r~'~' 
...... ~ a ...... t\o..· \ ' ..... _. _,.,~ .... ~:..;fv f \. ...... '..1 ..... \:::, ......... .,. ..... ~o ... ~~.,,,.,;J.. ....... .,.,I.J -..J_ • ...., ..... ..,w 
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v. SUMMARY AND CONCLUSION 
!he de'ea.il in this opinion was made necessary by the character 

of the eY1<ience-;:and:~the:;,:fac~> that:,,-~;t:<> .:ou~,:kno,~l;e~ge-,:: t'h::i:s~.:is;~the first 
complete invest.igat-ion:~f:, ~the :Be:l:l:: cSy:st.em: ::li-cense; 'c~ntrac:t •. 3~_?:"):I·t~ fs~::-;:: 
our hope tbat:~in -.;u,ture:. inves:tigations;-.:eyoidence::,:and;:argumeDt::wtDaY..::be:-=,(: . .: 
simplified::by.<our::determitlati.~ns,.:in;,:thi:s .P:t:oceeding:....:~' ~;~=""S-::.i.:" ::"i:!.:z -~).r::-) 

~. :: ., .. Our~ :detexminat:i~ns,\ in·: ~thiS' ::1.nyesti.gat·ion:M.xesW.~::itJ:. 4)~t.est; 2-:": 

year california: intrastate:~disall.o~ance :·f~:r: c:l:i-c~ns'e \~ntr.act -(expenditures. 
of $16 .. 0 mi-l;l-iorL.:. c !he_~actualyeffeet ;otl).:Pacif:1c,t:s:.:pres:en.e::EDeeisioD:lol':.:; 
No. 88232-) ~eyenue: :r.equirement) i-s):$S.:&"m.ill·±on.~ :l'h¢ dif£eren~e:-.be.tw~ 
the: ·~two. :fi~es:' ~: ,;eaus ed:,.bYi.:the: .fact~ ;tbati:.Dec::i;si:o~~No~;~ (ha<i>:;.'~ -::::.~-~ ~ 
alreadY:JDade:: ~·_cert.a1.n- ·:ae:ros~_t~bo4l:d- ~rcent"age:, ;ad-j:u:stmetJ.tS"!.:which are 
now x:eplaced :by: ow::': :ad1~ent:.:base~ on;'.:.the -.£ul±,:e.vfdenc:e-:~()U)Lt'h::f:s, ::~0X.C: 

issue (s~,1 :discus:si~01l:\ ~of~<our: (pr.e:vious::;~~icense-, ::cont:r.acb:t%'eatment:~ Sthe:: 
intr~c~ory: .:section)-.;":~: .The :.tab:l~~eh:;fol:l::ow.s:.~de:tails. :the adjUstments .. 

32/ 

" 

Other state commissions,. as well as this Commission. have made 
adjustments to the license contract on various bases.. See review 
of eases in other ~tates in Telephone License Contract Payments,. 
Public Utilities Fortnightly, OCtober 12, 1978".p_ 4&. 
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~~::~ e:~(:':: :",:r~:-: :):"':.;;;:::'~~~ l, ~:r~'::~ ~6: :)~?.:""\zr:C· ~t'):"~·c ..... ;.,.;:'f,.: ~7r: 
6. There are 'two basic categories of Bell .LabS wox:k: ~~ ... 

. .: ':: .. ". '·:-/",1",",: .-;;.,.. ... .,~ .. \"' .. r._·,~ ·:~::·:i ~:~).:.:t."'::: ... ' :::I.-:\.:;~:,,~;. ,.0:; ='~:"O:-J~ ~~"';.:; ~!".)~)~""~~,c ~~r:~)"!~~::'::..c;:' 

R.&FD and SD&D .... The la,tter category is p,a1d for by.Wes1:ern, " .. , 
.:'r.~' ~>,..' '"-:\-~~~~ :;:'~:,"";!.~''''''''''''jI-:~;'''''' :~~:-:: ~~;'~~. ~<.,.sv~ .o~~ ::rCI":~:~':::'!)l! :!;: ~~).::',\;.~· ... i,C;j:;-~~.~\ 

Electric and is not billed to the license contract.. . 
'~: ,m, ::' .:' -':--:"," ..... :- :.~I:. :. ~~. .:';::- ,)~. ,'~ -::''-'' .-:~ ~.I: J~"! ::. ~; ;::1'"") C'O-;;'C "='::' -....: :~: .: ':>.-~ ~ "::':~ ''':1'.' 0 -= ~~: ~ : .. :;; 
7.. R&FD consists of five categories: " basic- research~. ' 

apPlied":~~sEi~r~h~~~~t~~ engiri~~i~g; q:~ii~:)iii~~g~~s~d .. ~~.~, __ r~::,,": • 
. ,,...., ... '.'-_ r·-."-,;, ... \~ • ....,. •• ~ ...... _,~\ ..... 1---' "' ............ f""I .. ·'t.",,· ... ·~ 1("(' ""'I .. ~ .,...~~I:")"..~l!':\,..,O-"... ....... ~I- ·;'1 ..... . J,"\<.'\t~.,.J:". pateritadniiI'iistra.tiou':- Fo'=:"purposes':'of-tliis de·cision.we"'·· .. ~.'" .- .. :.,-'\ 

ine70rpOra~e 1nto':'th1s':'ifnd!rig the -;'d~f~if!ori~ gf::\~h~s~~)~~fi:jC: ':.::: :·:;.e 
-~~~ ~~ ~n_~~~}~ 

at the beginning of Section III of the opinion section":'of this' ""' ~ .. " . 
decis ion (slip on~~~p'''';24:~'2-5'\''':;:!) ~ c :: ::; ~;.:. ":. S i.;-. '": ~;I !"::'~\) 

,.. rr. -, C'" • J ~ ~ ~ '1'1' r- ... _ ~ 

. ._~.~;\:: .Th';~.r~e~fd::d~i;-'n~t·:~~riti:t:d(!';:·.JS,idg~tifYC,breikd~ by';'·.:., " 
the 'categori~~ ~~ti6iie~ ixi':'Ffnd~g':;', ,= ~~~~gpi !gf~q~11~? ~is~~ang~~' 
and paf~nt~'~~irii;iiiti~n:~~~eii::~re':"~~d~~: ~~'~r ~i~~ci~if{~aie!)t ')~~: 

".,I;".::;'~ ~ .. '~~/'~~J"." ... .A:..:J,~.:!L. :;~j. .. /~ ;:)~')::.:~~:-~:- ;!..;.:, ·"'·~-:':A c::; 2~!1t~ :;~~~":'=~O:> 9:'::r.r~~...:·,.J. 
authorizations. . . " 

, z:OO? :~~~=~o~.o~~~~;. ~o 
9. For ~he test year in this proceeding. the por~ion:· C)f 

licens~"'''~6rit~~~t':'~:ai~~i ::~iivgf~cf ~~. ~lt'~Ss ;~ap~~~i~te;", , 
,.J _,. ..... ..,...,' ' ...... ,.. -\ ,.; ... ~." ,~ .... ? ,J.,of"',';J' "", ••. f-t',,""\ ,<'" ......... , (' . ,(' ,...,.,.......,._\01. ""r f ...... · ... r~,.~ ..... 

40 ~reent~:"Pac:if:tc~irallocat1on ~f'Be11. L.ics't~R&FD~e~ns.es~b.as~ .:~~ 
grown:: ff~": $6 ~ 5 ~ ~iii6n 0 fo~ :~ir~a~f:"y~i~':196s. ~g C $2(l::2,;'!mtllioii 

'~ ~->."~ '"'" ,""- ~......... I''''' .i' .... ~ .... .., ,0"\ .... ~ ..... ~ ,,,,..~. ~ .. - ."-".. \ ..... ' ....... ,.) ... /,-..,. .... " r .. '-. ..... ' #I., .. ,', ....,.,...,.r. ('T - ..... r· -'"'I""" ...... ~11,..1 

for the 12 monthS '·,eUcH.ng·'Apr!1·:-30;-:t9Z6:.""·'"'' -.~.. ~ -'- . '""~, ",~,~" (~~ -; .• -'.:: •. ~: 
10. ':: ~ih~c pr~~c:i":of;::~11~bi~~=i5a~ic ~~g~~Xfch::~a'::ipp'i!~~;:~-.r~;,:..: c 

research is=~qJiily ~;~i~ ~g f~~:>g~e~'~a'~ ~g.4~~~':~~t~p~y~~i~:::';~~ ;~ 
.. ~! .},:! .. :.:. ~-;::"'tv':~) 

of the ~fs :_~~~$';e ')?T~;;:5~~el~~~ ~~~~~~cm~~~~~;t:f~~:.:end .;C, . 

:tmprovem~~ ~~~.;~~ t~~~?~~~~~~~~;~~ ~.,ef.;.:t~~?~~:a~~~~~~'I ~~c.::r:;-GC 
of ~~~e~~~ca7:~s~,~?~2a~t!!~~~~,~.~~t,;~~.;:~~~~r~~ne~:l'~~~;~:~:; -:;,~:~:~:: 
potential ~~':::~<:~~t~ ~ _ ~e~~i~!! ~~t,d~)~i~~g<:,~? re~k~cti~g .. : .. ,.:. ... ~. ", 

....... ".,.../1 .. \,) ........... _ ...... ...;.""', .",4_ w:,J_ ........ · __ .I., • ... '\"..1 \."J.,,; ....... ,,:.., .... '...) .... :..1,., ... _ "' .. r~.~ ...... ,..J), .... ,' ... _,' 

competitive products •. h ' , .- ~ ? _ .~ '. 

~'~s~·,:""·O":;:~~00;::'_ .. '-. ~t":. '.-r :~.)~;.::~"~ .. :,';'\C~=~O~ :")t:.~;-~:::.iiwl. :;C,I ~:,)~.,/. 
11~emrengtneerl'ng-eo'D:t'a'ttls-work-of-a:S's1:s:t'an:c'e 'in 

dev;±~~~~ th~~i-I;tw~~k:o Tb.~f~~i;~~i~;:iiiciiiia~d;:'soig~~o~ic~ela~ed 
-""''";,.,'.' ., ...... ,. -'_~ __ ~:4""\~"''''''~'' ~~ ..... tIIO.f>'''''''!'r':":'''.j,,''~· ,A/ole "'oi').-",~ .... -",,\ ""\,.. ........ ---..""" .• ~ ....."., ......... ~'O::t~:...f -;"j",:.r,., 

to"the'deVelopment ':of'prOduets::-- "'I'IieoJeXteni: ~ of"~ proauce::orientea;1" ..,"_ 
work in this category cannot be accurately assesse~!)ai;:eGtb':'~~$"J.l~o;;: 
of disclosure of certain case' authorizations, and because of d:ifficulty 
in identifying which cases are considered to, be withi.n this: category., 

.' " 
I 
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:~ _": ~ ::t:' ot/=-;: ~ ".:c; = ~ \~5:':' ~ ~:: ~/:: of):'::; ~~:: :.;'~ 0 !':·~.,6 ~;:;. :':':.:~ :: 0 .: I:)O'C' ~Jt:: ~ 0 s: 
12. Quality a.ssurance is not synony,mo\1.s_:.wi~~ .. ClU8:lity: ~~~n.~o'~.,.s __ 

.... ; ............ ....).; ..... ; ..... , .. _"""" ,.I< ~/U_ ..... 0-. ............. \Iv .......... 'wi .... \~ ,,'J 

The former, :is _perfomed ,.by, Bell ,I..abs., on!~beha:l.; .,o,f .. th~ ,pT~s.; the. 
.,,+ _ , .. ~~ .,J,.. • .1 ••• _#~ ... _ _ J. ...... ~~_ .... t ...... ~_ .. f,.;..'....,!·~ .. .J",_-.I ....,\.J 4:....;) .... ..,;_~ v~ .. .,.l:.)u :.;~ .... ;, ...... ~ 

latte.r, ... is _f\mded,~separa.tel:y: ~by >Wes,tex:n. ~,lec.t,rie .~d,_i,s, ,t;~,~,..) bil,led~ ..... , 
.c _.",. ... ,~ .... " ~ ' ....... '..... ;,.I • .... ~.. ..... ... ~ .. ~...-y ... ".1 ....... 1 .... '. ",,1 __ ;' __ " __ , ..,., .... C" oJ ..I,. _'-' ~ -."') IiJ -"" .... ~"""'.., .(_ .... ... ~ .... .i .... :)f:;. ..... '0 ..... ~ _;,,4 

to the license contract. Quality assurance is o'£. di,x:~~.t •. b.~e~i~. r y'" 
, . • I .. J- _" wi ¥ ).~ .... ,.. .;J ....... ..".;J:;).'J ... :.J 

to:;~~fff.:~:.c~ ~::,~~~~~:::~::: ~<.·,:o':~x::~ o:":,r:, .:t~O~:::l:''::~;:: :,l':G::~ ~c."1' .$~ 
.~.:_ r. }~,,:., ::~e ~t~~~::~~,:;,~e)c:~~~~:at~~.~,,-::e~~,:;d.r.~~~o ~he ~F::05t~~:;, lv:,: :- '):.~ 

treatmen.t ~ for. patent, ... administrat,10n .. ~oul.~, ,.~,e,sul,t ~.:U.?-.. ,t~e ,:r::.~tep'ay~er,s' ' . 
..J'p-' ........... ".' ... , ... ; ................. "....... • .... _ • ....,'.~ .... \l .. ~ ........... ,....\ .• ",..._ ..I'-..',~" .. ":~ ...,,'~ *'I., ..... ..;,).~:,'-¥_ o~, __ , ..... . .,I~'#' .-•• :.'-O,.} 

paying .mo.r.e .. than under ~the .,Be,ll .. Sys~.em ~s .. l>.r~,s.en.t "me,tho.dC?:198Y... ._ ~ ,~~ .... _. 
-... L. ..... _ .•.. ~~., ., ....... f".".~ ,,-..J- __ vJ .. ; ........ ,_. -.,'~ ol";"" • .,#",.,,,",,,,,,l_'hl.J, ,.J",i,w" v. ",._..i.. ... ,,, \ .... ,,;. ................ \". 

AT&T Use of License Contract Funds ',' 
• : :"7~~:::=~~',~~!J 0 

"14. w_The .. staff~s ... reallocation .. 0f~0V:.ex:head"ex:pens.e.s is.' more; . 
- __ -, _ .... - •...• ,.,,, ... ' , .. '"",~ ... __ , ....... .;.. ... ', ...... _ ....... v _ .......... _-' ..... ____ ..,)':".)_ ..... _....; .~'¥I:.·:O~ .. ~· •• ...:. . ...:... 

reflective _ of.conditions and ...more" reasonable than AT&T's ,methodology_ 
,: __ 1_ ..... _ ... ·, .... _ ............ ::,.J ... ' ... .J .. ~ \.,..,_1 ~!.~~ __ ,~r.J"':':'_::W".J J: ... #-J 't..;!r:tJ"':'-..I~:;<;U ~":''''''_') 

15. In the Marketing Department there is an interwea~i~g, .. ~f. ... " ... 
marketiug:.obj.ee.tives .,which.,are ._of ",p:r::i:m.a.,ry"benefit to: the .. ~tep~;;,ye:r'" ~ 

< •• > __ ......... ~_ ................. -#o.,) ... _ .......... "...~ ....... ...;'-' ,..J ..... , .. . ~ ..... __ .-"'\ ............. ~~ :JJp-_ .... '--' .. ';""'1:> ..... -l~.;. _ _ ~.;;.. 

and the ,.,OTC,. ",on :, the ,pne ,.-hand.,. ,.and .,o~,..Pr,~.:ry .,bene.f.i,t.:,. t.o~", th~ .:m.-?-*et,ing· .. __ '_~'_"', ... _...J.,,,,, .... , ...... -r"..tJ .... J .,,,. \ ......... _ ...... _~ __ .... , ,~.,,j., ... "I'~'!,1 ....... _ .. I~ •• J\ ....... :,A,.~,:..Jw , .... :t." ... .:' .. 

of Weste%ll...;Electric~:,s,..products,,~on the. other hand'. .. ::. ... "~' . . 
..... _' .... ..." .~'I'_ \ _ '-"_' ... ', .... _' .. J,) ........ ...J/r .. \ .• ~~,., .... ,_ .... I/OJ.;... ~ _\.'';~'' .. .',;;:'_ !')l",~: ... 0 .i':'~!');:~)Cj .~~~= 

16. The ·~;~~:::.s~ff~T::~;~:~e~~~~~:;,.~;,~:~;~kv~~:::~;:)~~n~~~~'~:!:l~~7. 
to the ratet?~y~::!; ~u.: ,:~:~e::.o~~~5:~~cc~:::,e~;6'17-~~<~:~dY;3? d~~~lo'Pment .. 

17 _ !he Engineering. and . Network Services. Division '$ work ~is not 
."',,.: :"~~""'...J:,'~'" ,~.i~-' .'-. ~~ .• ~,.:.JrJ_, ... '~.:....;"" ....J.;i,' (,:~:,:...~ .. ::_~/;·":'~:: \'·::)~;..:;n:J1.. .. ~'.c ~v .. ,':.:.'~_~~:;..'.":~./).~ 

connected with.,product development .and all of it 'is of benefit to-'the 
..... ,_ ~. , : ~.' ~ .~. ""' .,* c ., .. ·~.l ... , _ ... ,' _ -,;.._ ;,~ ',,' iJ~ r ,j.'~.) • ~'~ .... : ... ,_,r::"::>: .. ' ~- i1' .,J" =--":;';];';::: --:: ~:; ~ .. 1:' .... ;-" ~~..i. ;~,W'':;' 

ratepayer and ~,the ,..OT,C. ,.in .m.ainta1ILing_ an~." imp.~~ving_ ~be ~ ne~ork _~~'" in 
.. ".".'-..,,;_~~ ". , .. , ................... , _ .... ·,v.-v "J_ ...... _ .. , .... i _,_ ....... ,"" ..)_ ... .., ... ., ....... ..' .. ,. :.:,)\ ....... J. ... ..;.t'.,.. ..... (_,:.J.N'I! 

pla:cning:.£or.,future netwox:k,..,needs .. ~~ _. ' ..... : .... "' .... '. > •.• , ,. .... ,."<.~ p 

." .. , ..... ~ .... ,,·,-"·oJ _-.....~~ ",,, __ '.~ ~ ...... y .. _ "'"' .,.1\.",_ "i"C", .... ~_ .. ~.,-...,., ...,,_.O:J~ :;C:J., ':;)~,J.4"""'-'_""'C" ... ·:-:;,) 

18. For license contract purposes, a "rate base" me1:hodology 
I .;:~!)J,._\ .. V_';;';":'.J ".,.";':J:_~: 

is app;~pr;~tE7~. ~"\ ~~~e~~~~~:L ~~~! ~~f;.~ ~I:e~;?:5 ~~~:dw-:~!: 
Corporation; .. however, ... allowance~ for,_ fund,s ",during"_,COTlS ~ruction .. should· 

~." .. ...... .., ....... _." r .... 1 ~ '., ... ' .t, ... ..:.. .. ~ __ I'~ ;.~ •• ~' .. , _ .• ~ , ' • .,...... _ ,. ~ , ......... _ ... 0..: ..,) ,-", ':'" .'"" _'. J. v ........ .lo.j......,r-.,; 

be included in the calculatiou"_.~., .. r ;.<)~,.. ... "',, '.~ '. '" '., '=' 0" "" .... _ ...... , ........... 0:;. 
......... \.~'.,--:.-~"", .. , ..... < ... ..." ..... __ .... :..J ....... .,.J .. ,...-_Oc;::.J ..... I-+,I,~ ... """~~ 

:~.:~?~::.:.~~=t~~~/7~f~~~~0:5f:~~~~~~:r~~5 :o:'"f~~1-e~~~ement 
of inY!S~~E~c,~!7 ~~~:;;!. ~~~,:~;=e~(.,:et"!-~!~~~:>;.::: ~~::: ::::1:= ..... ~!):~~t!":t:c:. 
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. 20.. 'Ih~ ,pool ~~ bds benefits the ratepayer by providing: 
t""""'" ...,'1 ............ ..,., .,' '.~ .... , .... '- -),.,'+ '·,~~r, .... ~~.1f,......,.v ...... '"'.,.. ....... I'.j,-!'"r.,.,.-"" .... ) .... ,,~' ........ ~~ .. P'I"~~I<"'\ 1''-. the "OTC w"itli "Tow' '"cos"t' f:tnanciu"S" •. -." - <'.1.. ~,_.;'h •• ..... ;., '.,r, '~.J .... ;"~ ... :r • .:.-

, _~"" ................ ,;-" r ".... :... ~ - r ~ j" " .... ....,....... .,. - .. '"" 

217 'Tile- ·yac·i:r.~'t'ie:s' :0-£" 'the-' secrerary :oep.i£Cien::e:~jir~ ;''1i£ :':tnf?:Z ~);-;.;: 

arei :~o~i .: a;dm:~1i£tx:~t;ve: :~drk:~Jon?erniiig ·~sb.8;eowaer~.1nd)t:~Ss~cf~ted·: :: .. ;,.~ 
.." .' ...... ~.-t"'JI'" ""l.-"\ ....... _ ........ · ... 0 '.~ .. ,.,..,,,..,\..., ...... ,, ......... ),.. .,...,';. <.~· ... ~l' .... ~"-~r-~'~., t.... • -to- ,,_ execu:t·ive··m:at·t·e·rs" ..... ~ "."- ,,'..;, ....... ../,.,t ...... ..... -~ ..... -/ .~ .... ;..:.., :'",:" ;,.JzJJ~)::I.:.;. ~):'.~ c<: 

~- 1o,.,,..-..-J"'I',-r. .... f....... ... ~ ~. 0;..':",. .- "'" "",,"r.; ... Wt4~ 
22. The Public Relations and Employee In'form:at'!ori Department Lis: ...... _ .. __ .... ,... .... ,.. ............. \ ........ ··1- ..... ""'·, ..... r-...... ~ ..... ''''\,. ... ~~ ..... ....,.....",..''"'r'<'' .. ""t~':;.,.~~~'"', c.'-'""'" . ~,~ 

activitie's" ~Ui "'ene' '-corporate' "!mage"' ·'area¥'predom::ln:a:t'e;' 'The eVtdence 
. ; ..... ," "~~,_,.,.-,,._ I.~:- 1"-' ..... ~r.-.,·.- . ., ~·~I"",\:. ,..... ........ _ ......... '·I~~_' ... _::.,· .. _ ....... ~_,', ' _ ..... !:'.. _,... )..- .... ,"' .. : __ 

doe's' 'riot '1:eD;d -it,se1.f ~to·"selec"t·:r:ng."·~d'~v!duaI.'·· i'tem:s''''o'f p'o's·sibte· .... ·~!··- .. 
... .!' .. ~.""" .......... ,"'\',M.-'~ .. "':'I ..,._,- •• : ..... -" ..... :,)~(~.'\-~,'I:..,.: ... ;":"';:~ t\ ...... • -",\-.., .. ,. .-~" ... ;""'I\ ",-".- ,....·"' ......... c 

primary 'value' "t'o'~the -ra't'ep'ayer -and' ':a:pP·oreion'ing..Jtne, expense~HQf''t:he' ) 
. ·;'·'r", .. t~"";' - .... t·' ... ~-c· ... ~ ....... 1. ..... (''' ........ ":. r <;-·0 r, ...... ~· --~-~I depart:nent. ., ......... " .::'..::.:. ",~" ,~" C.l •. _ •• _,-' ...... .." ".1 ••• 1 •. i_'~ •• 

'.- ........ ~ './ > ";', ~.~ ~ .. ' ........ -."."'., '''')' :.1"";-"1".' .. ."..~ ;-..... ,..,-..,~" ---"" "'"'!.II"> r- ,~"" ... ~.,.. .~";': :.' ' ...... ,.. ,. ""' • ...,.. \ II" 

23:: ", Amoun t'S' -billed' to· -p ac:f:fic'''V!a'" -the '-l':tcense "'con t'ract·· for . 
·d;;~~:c:;'dCitiitio~;;"::~cF'c:~nt~:tbtif'ro~do':'iiC;ti:,,;ene'f:tt:p.~2:tfi~·1>s:)vl~~:)"::::)-.z ,. . 

... "~ "1": -. ,."_~,.,, .~~.,., .... \ .... ,., .. """',."' ..... ,~, I.\. .... .I~.~ .... ,.. _.~c·\~"'_".-.-rl,..",.r ....-" .• ";; ""'I'J':4 .... r:.., .... V ... ·I,...~- r.- :;r;'" 
rat~aye'rs:'''' "'>'-'- -•. " ".~ ..•...• ..J - ••.•.• ·.~_.~.,.A .... ",."_.,w~,_",,, • ...... .J ..... 1..._ . 

..,.,., ....... - .. -, ... ~~~- ~,- .. - ~ ....... ':~ ..... ,.",..'" " ........ ( •• ~ .... ~i8IfI :';" ....... '-t'., .... r-""·. ,;-.. ., ",.r'f"~·"~· :~, 'i'''''"I ....... "'T ..... ,"-,.-

~ .. "'24';' -·The" work of~tb:e "'CorpOrat:e "and'''Securi:tie's' 'D:tv:Cs':[on";; 0 f"t'he "" .. 
'. '-'-""",'- - .... ,~ ;.,;_0 ... ,.~ ..... r', ;._ .. ' ,,' ,., ....... ,~ .......... ...". ... :-':-'" ' ... _'. ~"" ~ ...... :- ~"N""'" ,." •.. ,r ...... _,"" -,'"'""f" "',.."' ..... r .. P"f'" 

AT&'r .. :tegal 'DePartment ·.0:£:5 'uot'-sUnpl:yo,.l'''servi:c'ing'seeur1t:tes,·r,ofor'·- .. !;,'" 

the benefit of the -!n~~st(;~;V The rat~~yef~enef!t:sh)y'::thi=OTCs~ So 
.:.:' ~::.' .':"I,·t"'~ ~~~, ~~~ ~A :'l"':""'"")'.~; .-:' -;",: •. \: .. ::",:,\.~.~r.'I; ~~'r.'\ ;. .. ·-.--"G ....... ~'.,":r"' .... z~r-.t ''')~~\ ?I V' 

receivirig necessary regulatory and"financial advl.ce • .., _ .. - ...... 
~···::-2.5-::'-· Tlie::w.;sh:&igto-d:'·:Off!de~p~~fo~ca~>e:~b!n~tion~~~~·;:-;,-:::)t;'::; 0: 

', .. , .... , )·-'1· ... · ' ........... } ~~~ ~ ... ,.... .T •• ~~ -: •• -"' ........ \~~) •• ~ ........ ,. .. "'1;.,(., r/ .:'\....,.. .. "'l_".-.<'~"""""';'''''''''--·~ ~--. ..... ""I ~-

-legislative advoCaey~'fin:ictiOnS: and "'activities-ixl-the"'riatUre of'" 
" ..... '~."'" -:-' .. ~ ... {,....,\ ....... /-.. .". -':- .... , .. ') ,"' "r- ~""'-"~' ---"~~·-r~"'''It'''·\:-l ., ....... ~ ..... t'It,.,..".~ ,..J.~.~~ .. OJ"-~t\~-r.'" 
fUrnishing "prompt" information oU"Jlegislati.ou'" or~'potenti.al"''''·' ..... ,.J_ . 
.. ........ ,' "I,'-~.',;...-~.r ........ ,.;'- ~ .... - ·",~_,-, __ 'I_ '-, ....... .'~'."_ •• ,"_~~_" •• ,.,... ,....,1r. -"'\.""" j".,.;ar ...... i."'\,..,.~ .. .... t' ..... , .... ,..,..'. .... , ........ 

·leg:r:slative·a:ct!On·to;K!&T"and:"·'the-OTCs·'to·~iilsurevpromp.t"~' -':"".~'~l:"~·"'M 

compl~ce. and ,avo~d confusion. 'Ihe~reco~dvcfoes not=quaneii7';':;:::;:::';c 
.': ......... - -; '".1-, - -...- ...... 1 01':. --;."..,... .,.-~ ...... ' /... "~" 01'. "-, ~""'''''t_ ... _ ..,. ~,. __ ~O"'" r. ..... _( ... ;,.;. ~ r· ~ .. ~ .. 

such"'act:tvit:i:es':'-"'~ ,., .... j~ "< ,~ .......... :. ~;.c, - --- ................ ,,,._1 ... ~ ... :,,0':1 .'-1_ 
26·:'· ... ·zIt'".;:is(~~e::'rea~onable·)to~)a!:tOcatef!t1:le:)expeti~es?of~tlie<;c;:·::' :;::' 

~nt~olie~:'s:.:-~.irtment'.:cOnIi~ct~d-:widl:)prep~fation· .. ofO·:Beli0.::r,";:c';~:;;2 
System. reports to. Pacific's ratepayers:;0.~:;.:...::;:.:~..:.t".::1 ... '~.:-:::!:-::.: ~9;)=.r"::;:=':: '.:.·d' 

::::':' ":'~27;::"~Th~;: ;ufi~ s di;~ii~~ce":~~1n;esf~r~ int~~~;:t=a~tiv~'~ies 
• '.';.' '\ .... ,~ •• 7\..... ....,~ ..... - -. ..... "".",- w., "t-:-'" ';',;,·'r.·~···""'I- " .... ,. ~ ~ l"Ii'r ~ -., ~ ...... ".~ ~ :.0 

connected Wl.th the Executive~ Department, in'clud'ing al'loca:ei'on<:'of'--
overhead~ is reasonable ... 

~ .. -... ~ ....... - -112;" 

.' 



• .~ 
A.55492,. C .. IOOOl dz * 

28:":: >:.Ihe s.taff:':S: p:rO'posed :dj,saHowance ~of: ::eer:taiIt:-~HRD: and: . 

EEOC expenses: is.: ~'mJ%easonable ::tn ~.:that '\~e::expen:seS) ~:que$ti-on crr:z9-c2 

are not traceable·;to.::pe:la:1ey. payments ct<>~emp::toyees)...: :);"l'bo:-:~ 3;;';:<;0.: ~)V~)~ 

29.. The: staff' s~''lIlethod;'::o£'iamor.tiz::i.ng:. . .:nonz.:ecur.r:ing. :AT&x'!o~;-: :;::: .:: .. ; 

moving expenses-oris- .:reas·onable~'c ::1~r~3::)~_:~~'- ~.o Zr:!·Ct":~7.::#~3!!--:' ~-:~)~{~C;!):~-: ~)::~ 

30. The New York State franchise .tax:~is>~a :p:~oper: ope::t:at:i~8>::'.:'::"o~ 
expense and does::llOt· simp-171represen,t- lltt":~es:to.r.:::int~e:S:tr. . a 

31. It :'is:~reasonab-le- tOt:con:tmue.~;tO:' use:,~~~I:~~.:.effec~.i~e'2:·~·:".:::-t~) 
tax rate, Of.:7.5-.;J.:2 ;:percent:>:.tO: ;:compute,.:£:ed:ex:al· taxes ~~.o:1::, :,11cenS:e, ,:~. ;'; $>:,;r!; . . . 

con tract :.b illings: ~~~ause: :.:Jit'":::is: cr:efie¢t:ive' :..-of: ac:t:ua:l'J.~d:i:t;i<mS:.·;; ":.I.'':;;' 
Conelusi:on.s- ",of ~.I..aw: .. ~~~ .~~~ .:~ .,,~:~ ~~r;: ~ .. : : ,:,. ~')~~"~ ~ ~'~~::':' :'~~):"o~ C; ~-;r:::..:: ~2: .);~;..: 

". '.i :-:-:'·.::;l-General,·Prmciples·,..an<1·.-Legal,-Issues. (i::~:'r:l ;::.:.:;<;;::'v:,:::,.-;:';: 

. 1.: ~~ ··Since ·:we ;,;.now, ~:have· -:adequate,teV':idence on. ::al:l: gen~:t:al, v~ .~!'::::. -: C" 
, • " ' j .... ) 

areas for :which ~l:Lcense ~contrac::e(:,£unds:..·~are:::used '-:.~'!fIe. ..:shoul.9~ ., 
substitute :::adj.ustments,.~based·:on;this ~ecor.d. ~or,-.:our: ~~.pr~v:io~.;.: 'X::= ::0 

adjus.tments; .~. f:'C"'fnd of'l'W'O'_3.~) : .. , .... ~. ~ -o~·~· ~o rc r" .... .,. .•• ' .• ,'" _ ...... :... .) I· Z"'·"'" . ~ _"I ""''Cc- ",,: . ... ~ \~~ .~_ .,' 1I. __ j ........ ~ ... -" .... , • .;. ...... ":" ...... ,-A. ..... _A"I~._·W. v .~ ... ";'J. .... ""'_'.' __ 

·:2..:·~,~Future(~license c:on.trac.tcp~oceedings:;,.sh~ld:~be; sepaz:ate)V()':::c 
~ • _. •• • ... J 

inves.tigations conducted every. few~\year.s::w,it::h'~.the'r;res~t~:be.~g;~ •. w:;::' 

applied t~~acific..~;s ..;-rate ::~increa.se~a~plication.s: .~!:~ ~end1ng.;::complet1on 
of :-:-these ~periodic :·~determinations.::the .. ~ 1as.t::a~pted·,::~at~ing . 2: 

adjustments:should::;'be:'iap1>li-ed:.in::P.ci·~ie's.:..gene.ral;~~te-ecases.):~;_.(:·;;S 

·3';.:·)-:'1.icense~..:contract~~expens·es<:of::::px:ima:rr::;bene£itc:tc>!':the~C' ~~.::-:: 

ratet>ayers should be borne by them., regardless of inc:id~t.all~.-: 'jr:.:: ~:::-: 

or consequential ,>bene fit:.. to 'Bell: Sys.temoinves.tors-;or to:1the . o? 

process of<developing;,::..manufactur:tng::~ ~:.andvselling.::WeS'te.r.nz.:::/:: ;;1~':: l C"(7':-, . . ~ . , ' 

ElectriC':::produc~sc.iutende<l·:~to-:,compete in:tthe~marketpl:ace·owith~:.:.:.(:~\:!:,,: 

prod'C.cts,:;of":other.;manufacturers\.,,,=~):-:- '2',:;c::~:;": ~):; ')t~=- ·~c :r.'~;"C0VO':C:::::~: :,:;;: 

.~ ::;.:4-.:: -::Activity_;~of-:'Thenefi~to ~he!,::r<;L~epaye~~~~ incl~~~.s l.:-:!:rr.:r::c :;:;:;: . .:~: 

directly.:assisting.::the"!O'ICs;,,:in~:~can;ying out,~tb~ir::;und'az!1~~J.s::>rr~·;,·~~';:' 

responsibil-ity')of.:)provid.in~;.and.:.maiuta·in:;ng(Ja:.,modern.;::.re-l:i:a'i?le::>:.:')o"!Cj 

teleph~ne network. This:;: in~~,;) includea:::;non=" in~~s;~rx;~la~~":: c 
support activities as well as· actual engineering of the network. 

\ ~ . 
- .......... ..J.-
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5:~':,:~ Ucense~:con.tiacb:experiSes,;~of~~riJDtty:' beneft~ to;:BelE,:~ 

System'inves.tors:~: or<of,<pri:m.a2:y :benefit ~t·o:;the;"'Proc.es'$ O'£::::n'::\\.7x::> ~;c:;~ 

developing product$. ~des:!gned' ct:o ~compe:ce~ in: ~the\':maxketpu.:ace ,:: :: 0;: ~)~:::-, 

with t:hose:-..of ;other::manufacetirers:;);:shOu'lcl:>:not·:.:be:1borne by!:' ,'.?f. 

the ratepayers regardless. of alleged or~e.t:ua;,:b:J.:.inctdet:rta:J;~o,r:~ 2':::'::v.~::: 

consequent:iali bene'ftt ~to:':them.: .. ~)G.i:,:~:::;:~~~ ~':F.:'C ";':::~Y w'.):.~ -::d': . C2 
'&oo ·Detel:mixiad:on~~'of~::tb:~ value"::oiJ ':li,een'S:e: eon:tract, ::-r.:::, ~):::~,;::~')~X~) 

expenses<by' ~.analyi:tng.;each~ budgeea-ryrcl,'tem !ti&:tvidua:J:1y: 1:1$: ~ ,::-

undesirab-!'e~ :'because :sucli {tens' ::~b..arige·:7cons:'t3n:t::!Y'"::a.n.d' ~CaUse ~. ~ ,:\~: ;'~,r.: 
such me'thOd'o.'!ogy :wou1:d- fail,-.to.:<:ieve:top;.::ru:tes·;,or. :prirtci:ple's: <:of :>!:. ~:: ,~o:::· 

. ~e in future proceedings.. ''When it is necessary t~..:::~~\~..:!-~::.:~':-:c~ 
ind ividual item, i,t:'=:i$ ~m~:z::e' :;ap.p.x:o.p.z::ta:~~(::.t:9' '::E:i.lj~3~~lieem t s. 
primary PurpOse~ rather eh'an·::to·~make:.:al~Pereen,eage.r-apport'iOriment. 

7 • nie~I':rUlings:- of,.:.:the'~:"AIJ-'1>roc1ue:e::ton':::of.;~r.and "::l:fln-itiat:l:cni z..::. ~)": :':. 

on the use'C'-of;' ":'Be nt:-t.abS' ca'se' :~autl:io1:iz:a,ttons (:and !'"AT&T. ~B])P;s ~were : ~:>: ::~~ 

correct. TURN's rights were not violated" (nor~.wa&:':tne, Comm:l:ss::tOU't~::.··· 
prevente<!·:'by sUch ':ru:fings, ;-;from' ::eompIe-ttngc&' rea'Soriably~th:orough 
~""""eS't'rg' -'ion'Af.'·!t:h-rsu·· 'I..~';:e· "t :-ma-er'"\':" """0\'" :~ ... , •. ' -.' /'\ ... ~ ... ," ..... "' .. '~" .~. ; .. <".' ,~, .. " •• ;.. ....... " '. Go'- "'·v· ~ ... ,v .. '-" ... '-"' ."''' v~ .... , .. ' .... ,.~ .......... _t.,;' .. ~'-"-" \,.ilJ......,_ ... ~~<., ... ~_j ..... J...".~-'. 

::'2.::::< ·:,,:,,:,;:,use "of :t.i"cens:e:,=Con,eract'!.'Fund.S'~by.;.Be:tl'::1.aboratorfes:; !)0': '::q~~:, 

8. :~' 'Sinc'e-:'our '~obt:tga'tfon~: !n::theS'e")proceed,:tngs 'iSOto :)determinec 
Pac ific '~s ::tes1: :::year;"· revenue • requi-rement ~'~we :;shoC'Idodi:sallow;~)1u:?::: C, ::: .:\ 
this preSen1: ::pr6ceed'.tng;:::.atiy~R&FD:':.expeus:es:not:7reasona1>ly .. :~borne 

9. ~:Sl::nee the ~:produc"'C.:::of.$BeJ;! tabs" obas.:l:c-:'res'earch:."!and~2::-:c:, ":~. 

applied research~'i;s;~,equal!ly:::.useful:,~':::on:othe:rone ~hatld9.rto")theo ;';;::~lOC,:::q . . 

ra tepayers-;':of~tl:ie:OTCs:'~anc1::- the OTCs~;:themse loves:') through~.:moder:o.1zat1oxi; 

and improvement of the telephone network;::or,:-,t:hrough~)advancem.entbof<,;, 
telec: ommunic:at ions .:., generally;:::, and; on the~)ot1:ier:~ hand~ \'in~poten tial 
advan<:~eU t'~·; m ~)tec:1:xriiqUes:: of des':tgn,ing::-and2'marke,tingl' compe,titive~'!,~ ;, 

produets~:-;·Pac'ific"': s ~':)ratepayers:; shouldc-be:2:1>i:tl:ed~foi:c only! SOl: percent 
of':tb.e·:work':iDYsUci:{categories.~~,:: (F.tnd:;ng':: 10;;.)(!:' . >'.'~O·..::t0:: !:I,:1o:S(,~'::):, 

-114-



• .~ '''' 

A.55492, C.1000l dz * 

(': (' ....... 
systems engineering because of refusal to disclose certainZ;ca:se1::;'::.!:~1 
authoriza't1ons:::connee:ted: ctberewtth~,.=::'ail~.) :becaus.e=-:sOme :0'£ tthe' • .:;:.' 

available case authorizations contalil :obJ:eeti.ves .. relate<i-:::.tO '.Ie ::>.:.:.;o~.~ 

the developmen~~f2:products::: ;(F1n:ct1ng~.:J;~~): :..)~)':':J:e :!-:')":;;;OJ...-;.\ .:: 

11. :Nc>·'cfiS:a'llowaUee:·:shou1:d:·:be;,ma'de: ItO) qtx.a11,ty:-ca.S:sU%aX1c,e:! -::.\:~r;) ':c;::: 
~~ses 'I..--edt~ ...... ' .. ~t'l....r-~I"'e·~or..:l;".'r .. ~,r-d:inat"·1') ,f.,',' .. ,.,,.: ... ')"~':'c' ,)~."." ,-,":'.,. -,,"\ --l"-- ~ """.........~ ...... w ~"""J,. ,,\ .... '~ 0' ........ IN ... I ... • ... ~- ... ~_ ......... .. ... ~,.,,""\ ... -_' .~ ... "' ... _ 

12. Thes.taff:,';,s: :reeomxnend'at::r:on;: r~ard~ ,:aceount:1'1l8"J frO:;' ";:' :;::.r:) ::":"-, 

treatment for 'l>atent':aclminist:ra~on:; shOuld,: nOt-:"ibe,.adop:ted:.% ' '. 2S: 

(Finding 13.) ~ . ,,:,~ ~: .. ~~<:'.:-~~~~~'.> .. ~:~zr:~~):~ r;c.l>,~.::\t':C ·t:')"::·=;:;;:J~~,2 

,'- .'-: ,.'- 'A"'~~'" ·UsAoo·of· L":·c-~e'·Con-""-" -F-d,s- •• .,~, ~.-;- ";"~' .. j~._ , ...... ~ .... 0t.I.'- 1IIW" "~ ~,"A...ii3 ~. "'Q~'" '''''''. Jq \ __ * "," _ ~ 

13. The st.if£ ~:s: .:redloeatiom ;of. :ov:erheadT. :.expense:s7 ;shou-l~,;;": l:: '::.i:' Or; 

be adopted.,:foi :.ratemald:ng:1>urt>Oses;..'!n:;::.th:i;s: proceed:l.ng:.."!~I~(~d.fr1S. 14.) 

14. Pacific's ratepayers should' be ch:a:rged:~:rlth:'no mox:e:d:h'a.n!':b 

50 pe:rcen:'C~f:~paeif:te~'..:s/~:"Of; 'l"1cen:se~:contrac:t ;;expenses.-l a.sSoCiated· 
with the .AT&r::Marke1:ing' :'Depaitment;:: '::~Find1ngr,:"l:5).)i;!~':::~. \"l:'~:.; ::: ~tJ::S::r.~:':: 

, . : 2lS~,:..: ~ni€ :;staff>~ .'adj:ustmene':torceXpenSes ~;comieeted~ .wi.1:h. ;;tne:;.: ,,~ .. j: 
I ' " 

Al'&T~:"eus:tOmer ~Services ~Departmen.t ~is~:w:itb.in;.;:t:be~:range;o·f 0~' • \ s: 
reasonableness and should be adopted. (Emding::J:6,.?») . f!""'ZCDC:=-::; :):;:::2 

I&=:. No;.~d.1s:aJ;lowanc~\:shoul.d· 'be ;mad'e;!·,to' :expens'e'srcin: the ue'a of. 
Engineering and Network Services. ,(F!n&g:rl:7.:.-:),:o::) . ~'~:).~:'1'()C:):0 ~:;r;':v~;;; 

;·l71~·~Expenses:" .. 'for,~the, l"9S:;'Broadway>cCox:po~atiOri ~shoul-d~ be,-QS 

ca.lcUlated ~y '::4 rat~:baSe. methodo l;o'SY';: ::~incJ.udd;:ng. a:l:lowance rfor -::': ,:-;;'::: 
funds during:;c01lstruction,;~~reSuJ;ting itt a·;.downw.ard,~adj:ustment·02 
of $842,.699: =for'·::eb:i:s. ~ac:eOUrit·~. ~:;(F-'i.ndin8';:-:IS.;;); ~ ~ ;"':',~, .s '~~ :::~; .0% r;c,~.-::,::,:, 0C. 

18. Treasury Department exp'eriSes.:r:conc:erning ~es;t'men~ :: 0 :.':;~-; 

manage:m.ent should be disallowed.. (Finding 19.) 
19. No· disallowance should be made at this tfme to expenses 

connected with the pool of funds... (Finding 20.) 

~ ~.. 115 -c .. ,_- - ." 
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20. Secretary Depattment-",expense's :s:hoW.:d~ b~e:. disallow.ed.., C,1 

22. Amounts billed to. p.aci-f!e:.v·!ath~,:J;:t~n~e:<con·tr.ac:e.:~:,.::<:. :,~:::: 

.for dues~::, :donatiOt1S"'''''':: .and") con 1:l:ibutions: :s:hould, :be:(CJ:iS&J.;l:o~ed ~ • 
on the same basis that we. :have;,preV"!ous.Iy.;,d:l:s·al::!ow.ed,:<such~LC ;;,~,<;;:r~)·~x~ .. 

am.ounts contributed::·'direetly:.:by:- Pacifl.c-":.r.:::(F±nd:i:n'g, :23~:) 1):-',";. • S:.:: 

23.. No::di:sal:lowance: snomd: a:pply.:to'!~Corporate):and '::'c:: :. :i~:,r::::.,~>~'::' 

Securities Division expenses. (Finding 24 .. ),' ·:.t..:: s~..;;:'::::';:~) 

24. Fifty P~c.~t :o.;:~~e~ns:e~~ conn~c.te<:fj:w~ththe 
WashingtOn;>'Of :cice:~should. :.be:- ~d,tsaJ::lowed.;·;:, :.c(F.md1nS325;:-=)~ ~r.r,"'l' • :::. 

.. ,~,:' ~'2S,:,j::~eS:: ~o£.:the;' con.troner\'~$:1 (Dep~ent-::::should~ :be~: c::-;;!.;. '.):; 

d~-''''''l:-'''ed~ ~(.F.t-din~··""6t··\·; .... ·"I.~: ':"~"'i"'"'? ·.·-"·,~"·"'I· .... ~ ... t ,,'..,'.::; .. ~,/~..., ',' .... t;).<L.I. ""'w _ ... ,' M.1 0". , ... / ... _ ........ co.., ,.A.,." ...... ~ ((,. ~_ ... ,.., ~ \. .... 10 .... __ o.J o!........ ,_ _ _ .... '., :J:b .. .. .{fOoA";" 

: .. :<~ : .~. ::26-;.::::. We,~h~u~d ;:adOl't':d:!le::staf£'s:. (dis'a-1:low:a:nee: . .:e:f, ':i.n'\:es~tc-r.,:-:!.:..C' C <: 

interest activitieS: .c·onnee:ted··with:'the::::Ex~t~-ye :!Depar:tm(lP;~~'!'>:i':: ;';::;;.',,.> 

inc lud±ng .'the: sta££,'-s:anet:bod::-::of:::ov.erhead:::a:Upea t>.fon:",~; 2·(F.;inding,~'27 • ) 

27 • We. ~shotrld·~ ":not'::;ad ope :any. .:d tsal-l:ow~ee ?t()) ;c.~ . .t:a:iIb)-:HRD:tand~:6 :J.. . . 
EEOC iP~~es. N:>..t~·d.t-·o-~~""8:::!'\1 : ..... - .... ,.":.,,.. ,'r' "-"0":"" c~""" ')~.,... ~,~"". ~;. '..,. _.t"".............. \.,.J..I.,L ... 0 ...... ,;.; • ..,.j~,~.J-).,1 " ... 1 .... 10) .. ...1 ;,,\ •• 1~+,1~'...i .... c..:.) ........ '5_J.,.,j ... r"o..:;..:..J 'J .... 

. :;:~. 'We: shoul:dl :-adopt ctb.e) ::staf:£f s> ..:method·:o£ ·~am:o'.r.ti:zd.~· AT.&r 

mo·...l-g ~ses (F.r'-d'J'-(?·~I)O..~\"'?' ' .. I~~""'-~~·'I",.".,.' .. 'I-:, <.,.-o·l' ........... ·~ ... ' .-")_ ..... ~~';-...,.( . ., ..... ., ....... ,..... ..... ' V.I..i.I _ •• 1"-- • .I.I.1 MJoQ. .... 7;.1· --/ ...• '.1 ... v ~,,"" ,._ ,, __ I. I. ..... ..,j~ ... ¥.~ ... r.._~~.".;. 
29 ... ":;: 'llle.'cs:ca.f£i~S ':propos:ed::ruemak&ig: adj;us:.tmeut';;'.to.~ew ".(o~k 

State francb.ise;·:taX expen.Ses:':sh~l'<t CAe-t":be: adop.ted·.-:. -::: (l'"~d:tng c3:0:.): ~.~. 
30 ;~7'We ::shottld,"::ccmtinue. to treat·.:...feder:a:L.:taxes' ::as.d.nci':!'.:;~' .::: :"r;'.:.r:~ . . ~ 

Decision No .. 88232 and eont:tnue:~:tO':-:tJ;Se AT&I:·js,:e,ffec:t1ve;.t4Xc .• :,~·3~ ::0 

rate of 5:;.i2::pereent:;:'~."!::~Emding~;,3];·~};,:~)-:!,:,~:,:,-=",;:,:"S':..)C '{-:;;;;;!£.~'!7 .2:1 
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. t" .~,~,~~. rj~ ~!)!:'':::~''.:L~)c..~., r.:,~ '.9:;."':: " . .;. " . .' __ ' . ....;_ :".~ "' .. :;-,.~_ .... ,'''~.' ... _ ""!:::~:::':':-:' ~)~,:::~I~";'" .... __ w __ ~ 
:""'"~ ... :;'~"~ :.:;,::'~, ...... _ ..... ....; -~' ---.~...... ., • 1/ .. ., '" 

. . ... '. . '.. S·-"''':''J'''.and~ C-l··....r·on:·'C-'::.. ~·v;:;.b ,,.-~:::>........: ~V::.::. _,;.::",'1~ ,.... _.,. ... ,..,. ,,~. _. _"'_ ~.'" -- :..,,~,. ~~ , ""1.4,-- ,\.'a.A...L;. __ ....... ~ .... 

" ~ .. ,: '~. '" ~; .~,:~ ~.~~~ ;~~:~h~:a~y.e:6ie:te:oninat:±otis ;twe :cone:tude-=t1:iat::l-:o~,::'O 
Pacific's Account 674,.;1;ic.ens.e ~c:ontrac,t :paymentsf,:~~shoul:d'<!beC; :r,;,',"; -:::.:.:~,~;:::,: 

._. . • ~.' --.:I 

-adj:~;e~,~ ;.~~ ;,:a:t~i;1S:,.,p:u:POses~rom ~$40:;Zl"9:;OOO·::t:o:)$3Z,;:606-,.~OOO<'" 
- f~r the :.tes~ '.year=: in this~:,pl:oceed::tng:-"::';:::'-Ilie'7de:ta1.1. ::o"f.r..'th~l-::: =o':::,t:.:==~::.::'::: 
adj,us~~t'~i;~conta,in~~~in: the·~~~adoPted.!!':':col:umn r.of r.the:!t"ab""1e's',::':::: ,,~c':'::.::. 
~d' ~al~lations.;~appe~ing::~:sec:tiori: '.v.;,-( '!Sur!marY ar£d ~Otielus'i:on:':lr':::~;);:, 
and., is ;:;'neo~rated by refereuee::d:neo.:::this :cOriel\rS~:r-on?;;:::'J ~::':' 

". 32. 'The 'test year effeet 'on. Pacific f s californ:t~ -i\itrastate-= :')::: 
revenue requirement;c.establi,s_h,e.d_in£:De:d;sroQ....;No~882·32:., ::.r:~'::~ 
--;~duetion of $5

7
873

7
000, which tr3l'1s'lates_to-A-g.ro'ss:.:rev,enue-- ~o '(~ 

requirement reduction of $5,8'17,000. Paeific should be ordered 
to file a:~p:roPose<l<:re:£Und plan from the effective date of 
DecisiOn~,j~]~88-232';:re£lecting this reduction in revenue· requirement 
and :~'b~id-:be. ,:iu£~li~;';ordered to file revised· rates designed: to, ... -~-, ..... -= ""'Y~. ... "':-... ..... . 
procluc~~:revenue 'oa:sea:~pon the reduced revenue requirement. 

'1 __ ~I , ..... , ••• _ .... ~ .. ,,~ •. ' .. _nJ ....... - .. -

FmAL ORDER 
(LICENSE CONTRACT ISSUES) 

IT IS ORDERED that: 
1. The gross California tntrastate revenue requirement 

determined in Decision No. 88232 is reduced' by $5,817,000. 
2.. Within O'1enty days of the effective date hereo,f,. The 

Pacific Telephone and Telegraph Company' (Pacific) shall file a 
proposed refund plan for funds collected in excess of the reduced 
revenue requirement. 

3. Within twenty days . of. the effective :date hereof, Pacific· . 
shall also file a proposed rate design for theredueed' revenue , 
requirement. '.:, 
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4. The appearances to the license contrac:t phase of this proc:ee~ 
shall have twenty days frOl!£.t:he' ;da,te~~f"~tb.e,::rfffiiJgS' 'made parStlal'ltto, 
Ordertn.g:,Pa:agraphs::2 ~'and ~3; ,::1»::f!1e:: !:(:oaIDents::'JtO:"such:> f'1&gs~ or· t~ file 
their own propose<i;':reftmd.·:".-lans :aud::rate ~de'si'gn.S., ":·~·2 :; !':!..:.":'=~':~ ;:' :)~;:.:: :;I;',':: 

5. :,:In:. fatw::e cil1ves,ttgal:!'ons :on: ~t:h1:s>sUb:ject;':: :Pac:'.rfi"c:· sb&ll':::pre~~t 
information :r~gard.iDg.:lSel;l, :.Te-lephone,:.Labcma:or1ea:; Inc:: .;::wh1Ch1d:tl:: '::0'::: 

allow the ,::Ct?=d ssiou ::tc>-cone-late.\ :budgeta:y; c&tegor1es:"w:tth1 the!)generaJ: 
descriptive "ueas :~of. t:he,~rk' per£o%meti.,'tIX1der~,thf:: ... l:tc:enseYC:ontract::' ;;;'::-;'.;,:, 

, . -- .~. ~££ee_tiY:~: :da.te ;o£:':tbi:s-:,orderysbal'l be th!rty'~days:.;aft-err::.:. 

~, - """I ...... >h...-r'"r:~ ...,~;. ""~:r- ~"'-"~';~-:C' .. o~~~oco_~q ~: ::~~) ~:.:~j ::;; :) 9 .... :I ~),.J .. "". OJ ...... ..,.;,~ ...... .-\. _:::>.... . .. I .. ' ........ ...-~ ~ ~ ~ • ...,.. _'. ~ 

• :-:!~):':'!")-::..::x:*"'~-::. :):.lr;~'v!)": 

. 'I' , 

,~~Z .: ,L~n ~ . 
. I . 

, ", . 

• ::::$~-::~j:~~.?0~. 

- ~ ';'118-\ .... 

.. . _-_._--
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APPENDIX A 

UST OF APPEARANCES 
(License conerace Issues) 

•...... 
... . '.'~ '-

Applicant (and respondent in C.1000l): Gerald H. Genard, .James S. 
Hama.~aki, and Ou:i.stopher Rasmussen, Attorneys at Law. 

Protestants and fnterested parties: William L. KneCht, Attorney at 
Law, for California Interconnect Association; EdWin B. Spievaek, 
Attorney at law (District of Columbia), for COmpath, Inc.; 
Paul Alexander, Attorney at Law, for Citizens Utilities Company; 
Victor A. Silveira, Exec:uti ve Vic:e President, for California 
Independent Telephone Assoeiatio~; Edward J. Perez, Deputy City 
Attorney, for the City of Los Angeles; william s. Shaffran, Deputy 
City Attorney, for the City of San Diego; Leonard Snaider. Attorney 
at Law, for the City and County of San Francisco-; a:: Ralph Snyder, 
Jr., Attorney at Law" for General Telephone Company of California; 
William H. Booth, Attorney at Law, for California Manufacturers 
Association and -Californ:La. Retailers Association; Glen J,. Sullivan, 
Attorney at I.aw, for California Farm :Bureau Federation; and Robert w. 
Russell, Chief Engineer and General Manager, for Department of 
Public: Utilities and Transportation, City of Los Angeles. . 

Commi ssion Staff: TimothJ: E. Trea~, Rufus G. Thayer, and Mary. carlos, 
Attorneys at Law, ax::a ames De ettl.. " 


