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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF' CALIFORNIA 

In the Matter o~ the Application o~ 
THE PACI.:--':C TELEPHONE AND 'XELEGRAm 
COMPANY, a. corporation.> tor authority 
to increa.se certa.in intrastate rates 
and charges applicable t~ telephone 
services fUr.nished Within the State 
of California. 

Investigation on the Commission's own 
motion1nto the rates, tolls, rules". 
charges, operations, costs, separations, 
~ter-eompany settlements, contracts> 
service,. and faclli ties of THE PACIFIC 
TE!.EPHONE AND TELEGRAPH COMPANY, a. 
California corporation; and ot all the 
telephone corporations listed in 
AppendiX A, attached hereto. 

Investigation on the Commission's own 
motion into the effect of the enactment 
of the Revenue Act of 1978 on the rates 
ot the california public utilities and 
'transportation companies subject to the, 
rat~ power of the COmmission named 
in Appendices A and B attached hereto. 

Applica1;1on No,. 5822'3 
(Filed July 14, 1978) 

OII No. 21 
(Filed July 25, 1978) 

OII No,- 33 
(Filed December 12". 1978) 

ORDER MODIFYING DECISION NO. 90642 

AND GRANTING PARTIAL REHEARING' 
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§YnopSiS of Opinion 
TWos opinion and ord.er is the ~~'sul t or; our turther 

renew of the eVid.ence with respect. t.o Applicat.ion No. 58223 of 
The Pacific Telephone and Telegraph Company (Pacific) for a rat.e 
::.ncrease of approximately $470 million. On, 'J.uly 31, 1979'~ we . 

. •. 

ordered Pacific r s rates reduced by $42.2 miJ.lion. We have care tully 

:-eV1.ewed. the cont.entions of the va.r1ousparties to these proceedings 
raised in ~eir respective applications tor rehearing, and turthe~ 
analyzed the evidence L~ light of those contentions; and we conclude 
~bat Pacific is entitled to a rate increase of approximately 
$1.3 mllion; $26.6 m.11110n of this d1:tference results. ,from 'our 
correcting a mathematical error 1n the c alculat. ion , of Pa.ci:t"1c's . 
revenue requirement. Also, we have determined that the evidence 
ava.11acle concerning Pacific's cost or long-term. deb,t.,and,'preferred· 
s-eock is 1ns.dequat.e in that it may not be reflective 'o't cos·ts 
Pa.cific Will 1ncur during the 'f\:.ture period for which we are 
setting rates. Accordingly ~ these proceedings are reopened arid 
!"urther evidence will be received on the' li:l1ted and spec1fic 
!.ssue of Pacif'ic's cost o't capital; thereatte'r, another, order will 
!.ssue which could further increase rates, depending on our analysis, 
of' the evidence presented. 

The char..ge in our conclusions on pac1f'1c I s revenue 
requireme:lt. trom a rate decrease of: $42 .. 2 million to an 1nc"rease" 
ot $1.3 d.llion ::.ea..."lS we find PaCific has a.."'l a.dditional revenue 
requirement of' $43 .. 5 tl111ion from· that which we found reasonable 
1n our or1g1na~ deCision in these matters> issued July 3~, 1919'. 

Our goal 1n rate making is to determine a utj;11ty's' 
revenue requirement - or ra.te level - ba.sed en. a normal year of' 
opera.tio:l, intended to be reflective of conditions it will operate 
under during the :uture period tor which rates a.re set.. Accordingly,. 
the :ned.1tications we make to our original deCision;, ba.sed on' 
further assessment of: the evid.ence, a.re made' keeping !oremost.1n 
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mind the goal or adopting a reasonaole and ra1rr~venue requirement 
and underlying. rate levels - ror Pacific and its, customers. Cr1t1cSJ. 
to the esta"olishmen:~ of a reasona'bl.e revenue req,uirement is to 
set ra.tes tha.t enable a utility to prov1dethe goodut1lity service 
Cali!orru.ans have come to expect and which they deserve.. This 
'::leans rate levels. that allow Pacific to, compete 1n the marketp,lace 
~or capital as it i,ssues debt and stock, and obtainS needed' cap,ital 
tor improving ane extending its- utility serVice at,a reasonable 

, '., 

cost. But, just as. important, it means ~alanc1ng ,the needs and 
desires o~ the utility with those or consumers in the interest' 
00£ insuring that consumers have the lowest possible 'telephone 
rates consistent with the ability for the utility to' be able',to 
attract capital, render good \!t1l1ty service" and provide its. 
manage:::.ent with reasonable opportunity to realize a. t3.ir return 
for the investor.. Essentially, it is by balancing these interests 
that we ~ollow the legisla.tive mandate set forth in the Pub,lic 
Utilities- Code (Section 451) to set utility rates a.ta level that 
"sh.e.J.l be just and reasonableit'.. This balanc1ng test, as applied 
1n this opinion assessing Pacific r s request for a $470 million 
ra.te l.."lcrease., has been historically a.pplied by thi's, Commission 
and is the test by which we will continue to assess rate increa.se 
requests by California utilities. 

Tb.e most significant modification we make tha.t a:f't'ects 
Pac1ric t s rate level is the correction or a mathematical. error 
made 1n calcula.ting the revenue requirement in our orig1n.al 
July 31, 1979 decision; correction or th.at error results 1nan 
add1tiona.:!. revenue requirement for PacifiC in the amount of about 
$26.6 million. 

We f1nd upon reexamination that Pacific will incur an 
additiona.J. est1Ita.ted expense of $6.5 million for purcha.sed-power 
( electricity); Pacific is subj ect". as a.re all other consumers,,, 
to escalating electricity costs caused by oil pri~e 1ncreases. 
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Upon further rev1ew" discussed at length herein" we find 
that Pacific has raised ~lalid po1nts with respect ,to- expense ,leve'ls' 
tor operator sala.ryand related costs (e.g .. ,. train,ingexpense: and 
the 1:lpact of productivity ga.1ns s·temm1ng from technological: 

. "I 

advances). Accordingly, we have increased theseexpe~ses by , 

$23.3 million .. 
The additional revenue rect.u1red by Pacific: as a result, 

o£ these expense changes is $16.9 ~1110n~ after recognition of 
allocations to 1nterstate eperations and intercompany settlements. 

The rate modifications author1zed to generate Pacific's 
additional revenue rect.uirement are as .follows:. 

1. NJ. additional increase of $21.2" million to bus1ness 
service push button or key telephones added to,the 
$26.1 million increase previously ord'ered. 

2. Ins.ti tution of a new charge of" 25¢' for each time 
a customer requests an operator to, verity a busy 
l1ne condition or interrupt a conversation; 'the 
charge means these who. rect.uire this service and 
contribute to. Pacific's costs Will bear at, least 
a portion of these special costs. This charge 
will generate $6.7 million in annual revenue~' 
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?etitions tor Rehearing 
~e Commission has received six petitions for rehear~ 

of Decision No. 90642, from The Pacific Telephone and Telegraph 
Comp8.Il.Y (PacUic); Towa...~ Utility Rate No:t':llalization (TURN);. the. 
Cities of San Francisco, Los Angeles, and San Diego (Cities); the 
General TelephoneComp~ (General); .the California Interconnect 
Assoeiation (CIA); and the Dea1" Counseling" Advocacy, and Referral 
Center (DCABA.). We have considered each and every allegationo,r 
error, raised in these petitions and have reviewed the extensive 
evidentiar.r record alrea~ developed. As a result 01' that consid­
e::-a.tion and review, we are or the opinion that there is persuasive 
evidence supporting Pacific's position with respect to several 
areas in which we made adjustments to· its expenses. Accordingly,. 

• <II, -

we will modi!y those adjustments to more closely refleet that 
evidence. I::l addition, there is good reason to believe that dra:::c.atie 
changes in eeonomic conCi. tions a!tecting Paciric' s interest rates 
~ have taken place since the sta!ft s estimates were prepared. That, 
belief warra:o.ts granting a limited reb.ea..~ ror the pu:r:pose 0.1: 

receiv-i..:c.g additional evidence on Pacific-~ s· capital costs •. 
~ose items of Pacific' s results or operations, which 

should be modi1'ied to refiect the weie;b.t o! the evidence are 
discussed below. 
Smnmar,v or Earnings 

Adopted operating revenues, operating expenses and taxes, 
balanee I:.et revenues, ::-a.te base, and rate of return are shown ror 
the test yea:r 1979 at present rates in Table II (Modified). 

The modifications in the adopted results herein versus 
the adopted results in Decision No. 90642 result in total operating' 
expenses and taxes increasing !rom $~, 733,076·.,000 to· $:;,768:,803:,000,. 
an increase or $35,727,000. The adopted revenues at present rates. , 

." . 

are increased from $4,616.,078,000 to $4,624,588',000, an increase o:t 
SB,5l0,OOO. These amo'Unts represent the sum. total of the modifications.· 

in revenue and expense. Further comparison can be' made b:r inspeetion or' 
~able II of Decision ~. 90642 (mimeo page 4l) and Table II, (Modified). 
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: : 
:L1ne: 
: No.: 

TA:BtE n (Modj"fied) 

The Pa.eUie TelephoXle and Telegra:pb. Compatl;y 

StlMMARY OF EA&~C;S 

Yeer 1979 Est1J:lated 

Presetrt Rates 

Item 

• 

(A). (:8) (C) (D) . 

1 ~a.t1ng Revenues. 
2 UDeolleet1ble~ 
3 Revenues ~ 'OIleolleetibles 
lI. Total Opera.tillg Re"1enues 

56 Otlerat1l?S Ex'oe%l1Z.eS 
M&1ntenanee 

7 Tra...#fie 
8 Ccmmereial 
9 R~ Aeeo'lXlltiIIg 

lO BaJ.. Ct:O Sal.. & Exp .. 
11 Operat1l:lg. Re:xta 
12 Gen. Service & Lie. 
13 Rellet . & PeDa1o!lS 
l4. Bal. Other Cpr _ Exp. 
15 SUbtotal 
16 Deprec1e.Uon Ex:Pense 
17 Prop. & Other Taxes 
l8 Pa;yroll ~8Xes 
19 Sta.te . Ineome Tax 
20 rederal Income Tax 
21 A:tt1l1ated. Inter6t Ad.joo 
22 :Net. O;perat1llg. Expenses 

23 Net Opera.t~ Re"1en~s 

24 Rate Base 
25 Aeeoutrt.- loo.l 
26 Account ~00.3· 
27 Mater1els &. Suppl1es 
28. ',1orldx!g Cash 
29 Less: De:9roo Reserve 
30 LeSs.: Dd'oo Tax Resel"'V'e 
31 Subtotal. 
32 A:r!'il14ted Interest Adj. 
33 Total. Rate ~e 

(DolJ.ars in ~oUSa%lds) 

8,. TIl". .' 6,. 753, ,. . . 
34 Rate of: RettIrn 

8'1'S09,456. 

ll .. 05~, 

(Red. Figure) 

8.00~ 9:·72$ . 
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The calculation of the gross revenue inerease necessar.r 
to produce a rate or return on rate 'base or 9.13 percent adop'ted:' 
here~ is set forth below: 

Authorized Rate of .Return 
Adopted Rate or Return., Present Rates 
Increase in Rate of' Return Required. 
Ad.opted Intrastate Rate Ease 
Net Revenue Increase 
Net-to-Gross Multiplier 
Gross Revenue Increase 

Rate or Return 

9.13~' 
9.72'/1' 
o.oi~~ 

$6,153,518,00'0' 
$615,000' 

1.894 
$1.,.300:~,OOC' : 

The Cities argue that our adopted rate of return and return . 

on equi t:7 are unsupported. by our language in Deci'sionN'o-. 90642'~ 
which instea.d sets forth the reasons why Pacific should not 'be 
granted a.."l increa.se. We disagree. Decision No. 90642 discusses 
the relevant eVidence at length; it then exp1a.i.."'ls in some deta.11 
why we did not belie ..... e tha.t Pa.cific' s proposed increases in. return 
on equity and rate of return were justiried. However, we, were not 
:,ound by the sta.!'1"'s est1mates, particularly with respect to setting 
the return on common equity_ This determination nece·ssariJ.y involves 
the exercise of our judgment., in which. we are guided by broadly 
statec! judicial gu1del1ne~ 'by our own concepts of ta.1rness,. and' 
by common sense. 

It was cd remains our judgement that the evidence or, 
record in this proceeding :f'ully supports our deter.:a.ination' that a 
retur.c. on coxmnon equi t:r of 12-25 per cent will protect the 
interests o~ the ratepayer while adequately compensatiDg the 
investor. Our decision to grant rehearing for the purpose o£ 
reevaluating Pacific t s cost of debt was ,. made 't in part, to; 'hell'> 
ensure that Paeit'ie has the opport1.mi ty to. earn our adopt.ed 
return on equi t:r • 

-7-
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Cos-e o~ Debt 
I:n. Decision No. 90642" the Comm!.ssion adop·ted a return 

on common eqUity of 12.25 percent which resulted ina rate or 
return or 9.73 percent. The 12 ... 25 percent return on common equity 
was applied to the following. capital structure proposed 'by the 
sta!f and adopted by the Commission: 

Capital Cost We1ghte~ 
Ra.tios Factors Costs 

Long-Term Debt 50.04% 7.62% 3.81% 
P:-e:f'erred Stock 4.24 7.51' ·32-
Common Equity 45.72 12.25 ,.60 

TotaJ. 100.00% ~ 

The Commission recognizes that since the time that the 

' . . 

.staff's estimate 0'£ the cost 0'£ debt and pre'£erred stock was issued 
on september 15" 1978" chcnges in ecorlom!.cconditions h.a.ve· resulted 
in interest rates 'being Sign1'£ica.."ltlY h1gher than originally 
estimated.. For example" the CoIllIll1ssion notes that rece~tdebt 
o:f':f'er1ng of pUblic utilities haVi.ng the same "A" bond rating. as 
Pac!.~c have been issued at interest rates in excess 0'£ 10 percent>, 
Which are appreCiably higher than the debt costs a.ssumed 1n the 
capital structure adopted in Decision No. 90642 •. 

The increase in interest costs over those originally 
adopted by the CommiSSion adversely affects the ab11!ty 0'£ Paei'£ic 
to ear:l. the return on equity found reasonable by the CommiSSion. 

It is the opinion ot the Commission that· the rapid rise 
1."l 1nterestrates warrants a fUrther reView' to dete:r::nine the ", et'fec,t· 
on Pacific's a'bility to earn its authorized return on· eoxr:mon equity_ 
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Interest ~oeated from American 
Several or the petitioners have raised the issue of 

inconsistent treat'O.ent of the interest allocated to Pacific from 
American Telephone and Telegraph Company. The staf:f:" had recommended 
that this 1:lterest 'be treated as an income tax d'educt10n to Pac1f"1c . . 
!'or rate-mak:1ng purposes; the re:f'o re " an allocated interest· adjust-· ... 
ment from. AX&'! 0'£ $34~313"OOO was included 1n the computer run to 
produce the Commission stat'f's presentation in Exhibit No·. 43'-F. 
However" Decision No. 90642 a.t page 96 (ll'dmeo) deferred the decision 
on the issue of imputed iIlterest eX1:'ense to, Order Instituting: 
Investiga.tion No. 24. To properly reflect this deferral" the 
a.dJustment shouJ.d have been"removed from. the computer run when 
adapt1."'lg it to develop Table II at page 41 of the decision. nus 
was :lot done. Consequently" the adopted rate of return a.t present 
rates sho .... 'n on Table n was ~er tha.n.it should have 'been .. 
Correction of this error would have produced. a rate of return ot. 
9.86 percent instead. 0'£ th.e 10.06 percent shown in'rable II of 
Decision No; 90642. 

It is necessary to correct this error in the,1.."ls-tant· 
decision. Table II (Modified) herein renects this correction" 
as well as the other adjustments discussed. 

The Cit1es raise the issue or the propriety ot deterring 
this issue to OII-24" in new of the Commission's responsibility 
to consider all relevant evidence when setting rates. XheC1t1es' 
argue that at a. :n1n1mum the Commission should set rates subject to 
re:f'und" pending the outcome 0'£ OII-24. 

We disagree that we have acted 1mproperlY 10 dee1d~ 
to defer this issue until a generic proceeding has been completed. 
This case is fully consistent with other recent genera.lrate ca.ses 
whe::-elo we b.a.ve 'declined t~ cbange our traditional methods of'" 
estimating various taxes to. the utility pending. th.e outcomeot" 

-9-
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OII-24. See Decision No,. 89710 (December 12', 1978); Dec1sions' 

. . 

Nos. 89315 and. 89316 (S. F.. No.. 23964 , writ denied July 25~, 1979) ; 
Decision No., 89111 (S.F. NO'. 24008, writ denied August 15:, ,1979~) w This 

OIl will allow all of these!, issues to be explored and addressed 
1n a statewide investigation; with all ,relevant respondents present .. 
Our rationale for this pos1:t.ion has been wel1s,tated 'in these 

:. . 
previous decinons. 
License Contraet Expense 

As recognized in Decision.No .. 90834, issued September 25~ 
1979~ a reduction 1n license contract expense in the, amount of 
$61,000 for the test year 1979 is necessary and' is incorporated, 
in the adopted results herein .. 

Se'Oarations 
TORN contends that despite our lengthy discussi00n of 

separations testimony and issues, our position cannot' bedeterm1ned 
because we r...ave deferred these issues to ano,ther decision, 1n 

connection with Application ,No. 55492. That decision has now been 
issued (Decision' No. 90861, issued September 25, 1979). TURN' can,. , 
of course, exercise its right to seek rehearing' of that deCiSion, 
should it believe that the Commission has comxrl1tted legalerror~ 

-10-, 
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Revenue Estimates for the Test Year 

We a£l'irm. our conclusions· rea.ched 1n Decision No. 90642', 

as to opera.ting revenues. However, the amounts must be adjus.ted 
beca.use of' inter-company settlement effects, to 'be consistent 

, . . 

with the,"reV1sed e~enses a.dopted herein. Total ope:r:atingrevenues 
adopted -"are a.s follows.: 

Local. Serv1.ce 
Miscellaneous 
Intrastate Toll 
Interstate Toll 
Uncollectibles, 

Total Operating Revenue 
Before Adjustments 

Proposition 13 Adjustment 
To~ Opera.ting Revenues 

(Red. Figure) 

Maintenance and Trat":f'1c Ext>enses 

(Dollars in Thousands) .. 
. $~,,84?>847"'· 

,,217;472 
'" ....... -," ,-_., •• ,._.: '.'I.~ •• 

1,648,701. 
·-·~79~~-­

.... 46,,574 . 

4, 7l8:,.2~9~: 

(93:651) 

4, 62l1-,.58S 

Pa.cific's petition tor rehearing alleges that 1n several 
areas or maintenance and traff'ic expenses~ the decis1onadopts 
the adjustments recommended by the Commission staft (sta.ft) in. an 

. " 

arbitrary :anner, Without tully considering all of' the. evidence. 
?ac1t'ic also contends that the findings related to· these areas 
or expenses are inadequate. 

Under the la.w, the COmmiSSion must. exercise discretion 
in the area of' detem:1n1 ng reasonable costs and expenses to be., 
a.llowed to a utility_ Our eva.J.uat1on must take 1n.to account the 
interests' ~oth of' ratepayers and of' shareholders;th1s ta.sk can 
in the long run ~~~~¥·eq~~~l~·,r~.sult:~~y~~nel?--:-~s~~~g:[ent_·:=~: __ .. , __ 

._-- ~ ~Y1dence1~~-p.;-~~~nt~d __ by:. a:f~.,_p~ieS-1n.·o\1r-:-~~~~-!i~~C~~~~~~==.o.~­
thorough reassessment of the reeord in responset~, the petitions 
for rehearing made it clear to us. that in many ins.tances.,. Pae1f::tc's, .. 
claims of' arbitrar1ness were merely a.t-tempts. to, disguise the 

1na.dequaey of th.eir oW!). showing. This a.lso seems to have been 
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the :otivation 'for Pacif1c's argument that we.should reopen the 
record. in this proceeding in order to receive into evidence 
Pacific's annualized cost data for the £irst six months ,of: 1979. 

, . . . , 

We e'!::lphasize that we have in no way reViewed' or ': relied on Pacific r s 
~979 data 1n coming to our present decision. Where reV1sions 
to our original decision are fair" reasonable,.. and supported by 

i . -

the ev1dence~ we have made them" as set forth in this order. 
, 

A...""ter a thorough reView of the record" we conclude tha.t 
Pacific'S arguments lack ~erit with respect to the Phone Center> 
:lain !"ra:e" traffic, - Accounts 621-35 and 36 ("righ.t to use lt 

expenses)" CO!:mere1a.l expense a.djustment. (national yellow pages)" 
and general services and 'licenses adjustment.. However, we agree 

I, 

that some of our f1r.dings in these areas do not adequately renect 
the evidence which we considered, and we modify the findings 

I' : ' 

accordingly, as set forth below. Moreover, we have decided that 
in the area of electric power costs and 1n several of the areas 
or traffiC expenses, Pacitic's arguments have merit.. We conclude 
'tl:.at. tlod1fications to the estimates adopted 1nDecis1on,No. 90642 

are justified" as follows. 
Electric Power Adjustment. 

In DeCision No. 90642, we accepted the staff's estimate 
of electric ~ower costs in the test year in the amount of ) 
$34,531,000, a d1ft'erence of $12,063,,000 from Pacific's· estimate 
o!" $46,600,,000. Pac1f'1c and the s.taff' d.~d not d~f'!'er as to' the 
estimated energy usage of PacifiC 'out only as to :'the' esttmated 
level of energy rates. The statt's calculations. were based on 
an es~1ma:ted increase in electric power rates :!'rom1918 to 1979 
0'£ 0.32 percent. We are still convinc'ed of the correctness of 
the staf'~Ts deve~opment of its power cost estimate, which was 
prepared 1:0. :nd-1978. However" we recognize that certain 
extraordinary events have taken place sub,sequent to' the receipt 

, ' 

or evidence on this iss,,;,e. For exa:mple:,: in Mayor 1979, the 

-12-
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Orga.n1zat1on of Petroleum Exporting Countries (OPEC) dramat1cally 
i."'lcreased. the price of oil produced and sold 'by its' members by 
D.pprox1mately 50 percent. , As a result or this and other ca:uses, 
we authorized two s1gn.1fica.."lt electr1c rate,increases. (Southern 
California Edison - Decision No .. 89111., $124,,000,OOO',1nc'rease 
effective January 1979; DeciSion NO'. 90488)$69>000>000, increa.se 
ef~ecti ve July 1979).. We a.J.zo take official notice cf Dec1.s·1on,; ~ 
No. 90869> signed this dtJ:Y> granting the Pacific Gas, and Electric. 
Company a $128 million revenue increase. resul t1ng from a:uthorized" 

increases in the ECAC elements of its electric ra.tes. (App'11cations 
Nos_ 58468> 58891).. In v1ew of the increa.ses already gra...~teG~ 
'the poss1"o1l1ty of a.dditional cigni:N.cant1ncrea.ses 1n the nea.r 
future> and the fact that the telephone rates rixed herein will 
not become'effective until near the end of 1979> we are no longer 
convinced that our adopted adjustment :"or the test year is. 

realistic.. An increase in the adopted electric powercoot.to 
$41,000,000 is reasonable 'for the purpose of t1Xing.,telephone 

rates ror the future. 

General Traffic Sunervis10n 
Subaceounts621-11~ 21 and 31 - No .. Re~1on. 

The sta!'r reduced Pa.ci!,,'ic' s estimat.e by $870 ~OOObased 
on its analysis o~ increased on-line technology and concom1tant 
reduced person.."'lel requirements .. However> Pacit1chas- pOinted 
out tha.t the starf failed to allow for 19 additional personne'l 
which will be required a.t the new Sacramento and San J.ose TSPS' 
oft'ices. We agree with this modification in the star!'s. recommend.ed.' . 
adjustment .. Thus we find reasonable an adjustment-to PaCific's' 

estima.te in the a.mount of $452>000. 
Sub3.cco\mts 621-15" 16 ~ 35 and' 36 

The staff concluded that. Pa.cifiels est.imate was 't>ased 
on projections of nonrecurring events such .:loS course development· 
expenses and therefore recommended amortiza.t1on. of' these expenses 
over a. 10-year period> resulting in 3. recommended ad'justment or 
$240,000. We agree with the staff' that these expenses appear to 
represent nonrecurr1ng events., and that costs.' associa;tedwiththem 

:1 
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should not be :u:uy recognized in a test year. However" amortiza­
tion over a lO-year per10d appears excess1ve. Athree-year 
a::lort1zation. period seems more just. Accordingly, we find an 

a.djustment of $80,000 is reasonable. 

Subaccounts 621-15 and 16 - No. Region 
Consistent with the adjustment in SubacCOUb.ts 62'1-11,-

21 and 31 - No. Region, Pacir1c's estimate is reQuced by $40,.000. 
SUbaccounts 621-11 and 3l-GA 

In addition, our review of the record disclosed one other 
area o~ general traffic supervision expense which we believe 
requires revision" although. Pacific d.id not protest our ado~ted 
estimate. Pacific estimated one-year salary increases for the 
above subaccounts in the range of 10.6 to' lS.2 percent", without 
justi!"y1ng such a large increase. PacifiC' did 1lldicate to the 
staff' that '7-8 percent was a reasonable figure. The staff employed" 
and we adopted, a rate of increa.se of 5.8 percent. With in:f'latior. 
running at a rate well in excess of 10 percent" we find, upon 
reconsideration that an assumption of a sa.lary increase rate of 
8 percent 1s reasonable. Accordingly,. we find that a reduction 
of $lOO ,000 in Pa.cific' s estjJnate for this 1. tem approx1ma.tes, 'an 
S percent salary increase. 

In total the adopted expense for general tra.f'f1c.super~ 
vision is $2,,930,,000 less than urged by Pacific and: $808;,,000 higher 
than staff. 
Operator ",tTages 

The staff's recommended adjustment' for opera.tor wages. 
amounts to $8,,627,,000 based on its analysis that Pacific needed 
735 fewer operators in the test year. The staff's force reduction 
was re1a~ed to three areas - (1) the assumed transfero~ certa1n 
toll service functions in 1979 trom Pacific to General". (2') the 

, r r' 

ef'!'ect of' conversion 0'£ 124,,000 main stations. to, dial toll servic,e, 
3.."ld (3) the reduced work loa.d resulting from expansion of automated 
1ntercept service. 
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Concern1ng the toll tunction transfer to General." 
Pacific's Witness testifie~ that most of the transfer would not 
take place 'Until some time in 1980 and that in any case tbe reduc­
tion in expense would be greatly offset by toll settlementreduc­
tions. Based on this ev1~ence" we conclude that much' of these 
operator saVings will not be realized in the test year and there­
fore reduce the statf' s recommen~e~ adjustment by $4 ,,109',,000 •. 

As to the second component of the operator wages- adjust­
ment" Pacific's witness testified that the 124,,000 stations were 

, 
not converted from manual to dial toll service but· from operator 
to autoInatic number identifica.tion with a force' sa.v1llg. of ox:U.y-
18 operators. This has the effect of reducing. the statf a.djus't.- . 
ment by $1,,256,,000. 

Thirdly". Pacific's· witness sta.te~ tha.t most sav~s 
!rom automated intercept service have been ach1e~ed and tha.t 
intercept eaJ.J. volume is continuing to increase. However" he 
did state that a. progressive reduction in operators for the 
714 n'WnberiDg plan area" from 107 to 23 by the end. of 1979" was 
not included in Pacit1c's estL~te. On recons1derat1onwe' f10d 
this test1:l.ony persuasive" thus reducing the staff's adjustment 
'by $l"092,,OOO. 

Based on all of the foregOing" we tind. that a. rea.sonable 
adjust"me:lt to Pacific'S esti::la.te for operator wages is $2,.170,,000. 

Network Adm1n1strat1on~ Subaccount 624-22 
A:n. adjustment in this account must be related to' and 

consistent with our adjustment tor operator wages. We find an 
adjustment in this account of $328,000· to be rea.sonable and con­
sistent With our treatment of operator wages. 

-15-
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Records Clerical't Suba.ccount 624-23 
The staff's adj'ustment was based on its conclusion that 

the n\l:lloer or record clerks per employee projected. by Pac1:f"1c'had 
increa.sed 1n 1919 over prior years.. Paeifie's Witness testif1ed. 
that this is not correct;; the ratio of employees pel"' .clerk. has 
gone from 40 in 1975 to 45.4 projected for 1979" ai l4 percent 
~provement.. PacifiC'S witness also testified tha.t central 
ot'fice is relatively una1"t'ected by the new a.utomation changes 
planned by Pacific. In view of all or thi5 test1mony 1we adopt 
Pac1tic's estimate as reasonable. 

Intercc~t Records: Subaccount 624-24 
The ~ta.tf' s adjustment was based on the assumption that 

the Northern Region could perform this :f\mctionwi th the same 
numOer of clerks that the Southern Region employs,. namely, 
32 clerks.. However, Pacific's witness, testified that the North 
handles 24,000 ord.ers per month compared to the South's ,15,000 
orders per month. In addition, 1t appears that taken as· a 
whole, the Northern system is less efficient than the Southern 
system.. w'hile we find Pacific's revised estimate ot.67 clerks 
tor the Northern Region and 32 clerks tor the Southern Region 
to "oe reasona"ole,. we tully expect Pacifie to- expend the' ettort 
neeess&r,1 to co~ect these differences in efric1ency~ Our adopted 
figure ot'$339,000 adjusts Pacific's estimate ~ aceordanee With 
the aoove,discussion. 

-16-
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Wage Overlay 
As a result 01' the adjustments adopted above, it is 

necessary to adjust Pacific's wage overlay estiD;ate.The 
appropriate reduction in Pacific's estimate becomes ~53,000. 

Operator Tr.:1ining, AccO'Wlt 627 

- . 
- '. 

The stat! :!:'educed Paci!ic' s Northem Region trai Di Dg 
expense estimate by $300,000 on the basis that the traiDiDg needs 
should be:c.c more than they were in 1978. Pacitic' s wi t:c.ess . 
testified that this view ignores the fact that there were no, TSP$. 
conversions in 1978, whereas the Sacramento TSPS conversion will 
take p1,ace in 1979. We recognize that this co~version will require 
consid.erable a:tO'U:l.ts of supplemental training. T.b.ere:tore, we 
adopt Pacific's estimate or operator training expense. 

.. 
Miscellaneous Exoense , Acco'l.lllt 631 

, . . 

As we stated in Decision No. 90642, the sta.!:f" sposition was 
based pri=arily on the fact that Pacific failed to provide ~ 
specific justification tor the doubling or this expense from 197i.j. to-
1976. Pacific's rebuttal witness did state in. generalized terms that 
the rapid increase from 1974-1976 was due to an overall signi!icant .. 
i:c.~ase ill ::nechan ; zation of tra..rfic operations, and' that continued 
progress in mecDs:cization is he1:ping to keep down the costs of total 
traS!ic expenses. VJb.i1e this testimony was not nearly as specific as 
it should have been, we find on balance that Pacific's estimate o:f' 
increases, which is less than 9 percent a year from 1976 to 1979~ is 
:::uore reasonable than the statf t s, which reduced this expense for 1979 
to an ~ount below that expended ~ 1976. 
fAmployee Taxes, Pensions and Benefits 

Payroll taxes, a:c.d pension and employee benefit expenses. are 
directly related to levels or operating expenses. Consistent with the, 

:::lodifieations i:l maintenance and trat1'ic expense adopted herein~ we b.a.v~ . 
made the following ChaJlges from those ad.Qpted. in D-90642;,p8JTo11 taXes '. 

are inc:r:eased $1,106-,000, relief' and pension' expe:c.se are, increased. by 
S2,62Z.,.OOO and medical and other benefits expense are increased' by . 

Sl,572,000. 
-17-
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Smnma;z 0'£ Tra£.f'ie Ex'cense Adjust:nents" . '. 
~e !ollowing tabulation ~'mmarizes trat!ic expense 

acijust:l.ents to Paci1"ie' s esti::nates: 

Item/Ac. Stat! D-~642 Ado;eted Herein 
x 1000 

Gen'l ~!ic SUD. 
621-11,31-G.,A.. $ 293 $ 293 S- 100. 
62l-l1,21,31-N.~eg. 870 870 452-
621-15,16,35,36 240 240 80 
621-25, 26-N.Reg. 902: 902 I 902:' 
621-35,36 875 875 875~ 

621-15, 16-N'.Reg. 77 77 40 

T:::ansr. to Co:c.st. 114 114 114 
Network Adm.. 2§Z 262 26Z· 

Subtotal. ~,,1;S 3,738, 2,9:;0 

Ooerators' Wases 
Operators 8,627 8,627 2,l70 
Network Adm. 1,302 1,;02' 328 
Records Clerical 1,060 1,060 -
Intercept Records 778: 77S 3,9 
Tra:c.s!. to Const ... 58 58 58 
'Wage Overlay 2~126, 2,:1126 453· 

Subtotal 1;,961 1;,961 ;, ;48 .... 

~ehroom 83 83 8" 
Operator ~8;ning ;00 300 -
Printing, Rouse Serv ... 212 212 212 
Miseellaneous 5,949 5,949 
Se::v. Inspection 2,299 -
AC$ 11:412 

Subtotal 20,258- 6,544 295·. 
Total 37,957 24,243 6,573. 

-l8-
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Rate Design 

~ .... ,. •.. ' 

• . ' 

The revision o! the revenue requirement ,as discussed 
above will require revisions to the rate design ordered in 
Decision No. 90642. Atter full consideration of the alter.c.a.tives 
available on this record 'We have determined the increase should, be 
fixed. in two areas: (l) i:c.sti tution o~ a charge tor- request 'by a 
calling part,y tor veri!ication or a busy line condition and/or' 
interruption 0:£ ,a conversation in prog:t'ess; and (2') consistent, 
wit:b. the high priority we have placed. 0:0. setting rates and charges 

# 

which. will aehieve !ull cost tor competitive items of term';naJ 
equipment, an increase in the rates and Charges tor key telephone 
equipment ~ adCition to the increases authorized inDecision 
No. 90642. The revised rate design adopted herein will also 
correct eertai:l. errors, pril::laril:r o~ mathematical nat'Ure, which 
were :tade in the development or the rate design and, the associated 
revenue e!!ects adopted in Decision No. 90642. 
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~ Verification/Interrupt 
Paci1"ic proposes to apply a 50¢ charge tor veri1"1cat10n 

o! a busy line condition and/or interruption 01"' a conversation in 

progress at the request ,or the call1ng party. The start concurred 
with the concept or such a charge, but disagreed with ,the charge 
level and the applicability of such a charge. Both Pacit1c and 
the sta.!t propose that the charge ror ver11"'1cat10n/interrupt be 
applica.ble to all local calls and all intra.state messages With 
the exception that the staf't' woUld exempt from the propo'sedcharge 
such requests for verification/interrupt when such requests. 
originate trom a public or semipublic telephone. 

We believe" based on the record in this proceed-ing, that, 

a charge for verif'1.cation/1nterrupt requests is-necessary in order 
to place the cost burden associated With Paci:t1c ',s operators who 
must handle such requests on the customers. causing such costs .• 

.' .. 

A charge for verif'ication and/or interruption requests, is also 
warranted as a means of' curbing the apparent excessive use of the 
present free verification/interrupt service for other than emergency 
calls. 

The staff's proposed charge or 25¢ for each call when 
ver1:1cation and/o,r interruption is requested by the calling party' 
is reasonable. Pac1t1c t s proposed charge of' 50¢ per call for such 
requests appears to be excessive now. However, if. in the future 
the large volume of' such ver1f1cationand/or interruption requests 

, -

is not reduced as- both' Pa.cific and' the staff' predict" we~ suggest 
that both PaCific and the start make other proposals. as to· how 
such excessive use or the verif'1cation/1nterrupt service tor other 
than emergency eaJ.ls can be curbed. We will adopt the sta£r~s. 
proposal""9 wllie:b. will increase. Paei:tie t s revenue s· by 56.7' million .. 

-20-
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Key Telephone Service 
In Dec1sion No. 90642, we' adopted rat.es and charge's for 

key telephone serv1cewhich will result in aninc-rea.se in annual 
revenues. or $26.1 million. We will rely on a 'further: 1ncrease 1n 

key service to contribute a. substantial port,1onof'the increased, 
revenue requirem.ent adopted herein. 

As we stated in Decision No. 90642 (mimeo p,. 136) to 
3.d.opt full cost-ba.sed rates and charges for key telephone service 

• . .iI. 

..... ·ould yield an increase in annual revenue~ in excess of $,93; million. 
Due to the constraints of the revised overall revenuerequ1rem.ent 
authorized herein, we cannot authorize full cost-ba.sed rates and: 
charges t'or key telephone ~erV1ce~ Again,. we arecogn1zant'of' 
the fact that both the present ra.tes and cMrges and the rates, 
and charges a.dopted herein do. not cover the full Cos.tso'fproviding. 
service. 

We are a.lso cognizant of our responsibilities unde'r 
Northern California 'Power Agency v. PUC' (1971) S'C r 3d 370> to, 
consider possible :9.nt1competitive impacts of our, deCisions. 
NCPA allows us. to authorize actions hav1ng:poss1ble anticompetitive - " 

effects i! we find tha.t a..~ overriding public interest j.ust.1:t1es 
such authoriza.tion. We find here ~ c.s we' have previous.ly (see 
Decision No. 88232, December 13, 1977), that. the public-interest 
is 'best served by a pa.rtial increase in these ra.tes and; charges> .. 
ra-:her than a. one-time increase to a. !\l:ll cost 'ba.sis .. · A partia.l' 
1:lcrease lessens the economic 'burden placed on affected ratepayer; 
by avoie.ing an. immedia.te and substantial ra.te increase'. Rowe:v'er, 

,we hereby place customers on notice that further increa.ses. are 
1.."l order a...~d will be considered in Pacific t s next major ra.te 
application .. 

-21-
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The r~tes and charges tor key telephone service adopted 
herein follow the same 'oasic:;pr1nCiples set forth in Decision 
No. 90642. 
service Connection Charges 

In Decision No. 90642, we indicated the re'venue, effect, 
of the authorized revisions in service connection charges to, be ' 

. , 

an increa.se of $7.3 million 1n the 1919 test year., The $7.:3: m11lion 
revenue effect of the authorized revisions is in errOr. ' The 
correct revenue effect of the revisions in service connection 
charges authorized in Decision No. 90642 is an increase of' 

I' 

$14.5 million in the 1979 test year. 
Extensions.. Premium Sets: and Inside Wiring 

L~ Decision No. 90642, we indicated the revenue effect 
of the authorized revisions to be an increase of $21.8 m11lion 
in the 1979 test year. The $21.8 m11110,n revenue effect of' the 
authorized revis:1.ons, :1.s in error.. The correct revenue etfect 
of the revisions in rates and charges authorized 'in Decision 
No. 90642 is an increase ot$27.4 million in the 1979 test: year. 
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S~a;r o! the Revised Adouted Rates and Charges for Pacific 
The ~ollowins mJmmarizes the revenue e££ect of the revised 

adopted rates and charges for Pacitic: 

Foreigo. Exeb.ange Service 
Extended .A:J:ea Service 

ExtensiollS~ P.remi'Ulll. Sets and 
I:!.terior 'Wiring 

Over-Allowance Lifeline (lMQ.) 
rr.ileage 
Key Telephone Service 
Service Con:c.ection Charges 
Private Line Service 
Message Toll Service 
Zone Usage Measurement Plan 
SMRT Implementation D-83l62 
Services for the Handicapped 
Verification/Interruption 
Net Settlement E1'fect of' General's 

Increases in :Exchange Rates 
Centrex· 

(Decrease) 

Revenue Effect 
(Dollars in l1illions)' 

d ' , , 

27",4-
.; 

4--'7 

47.:~ 

14 .. 5 
1 .. '7 
GID 

(10$ .. 6)" 

~ 
(12.6) 

6.7 

• The $14-.6 million represents the increase 
in :revenue to Pacific resul tins from: the 
rates and charges authorized by the Commission 
in Decision No .. 9O~9. 
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Rate O!~$et for General Tele~hone Com~any 

~e settlements between Pacific and General tor jOint 
e~vended area service result in Pacific receiving increased, 
settlement payments whenever the exChange rates or General are 
raised. The reverse is also true. Thus, the exchange, rates of 
General :nu.st be further increased 'by the amo'Wlt of Pacifie' s 
added. settle:nent in order to keep General whole. The rate design 
proposed by General is approved herein,. but with :nodi1'ications to 
track with ?acit"ic's higher level 01' rates compared with those 
in Decision No. 90642,., 

~e rates and eharges adopted herein will result in the 
tollowing et"feets on General: 

, " 

19'tt'AlmUal'Revenue 'E£f"eet' 
• ,o11ars UI. BlIIJ.ons) 

ZUM Rate s and Billings 
Exeh3nge Rates (Other) 
P.rivate Line 
Message ~oll 

Total 

(Decrease) 

:)-

$(24.8.): " ' -3.9 
GID· -

(21.1) , 

. , . ,~ 

To o!rset a d.ecrease in revenue of S21.1millio:C:,. General's 
billSllgs :r:mst be increased: by $24-.. 0 million 'based upon the following 
considerations: 

General Billings 
Uncollectibles 
Net Settlement Effect or 

General • sIncreases in 
Exchange Rates 

Total 
(Decrease) 

-23-
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The following is a SU':llmary 01" the increased rates and 

cbarges for General wbichhave oeen revised to· re1"lect the revisions 
herein authorized tor Paciric: 

Service Connection Charges 
Private B::-anch Excha:c.ge Service 
Key ~elephone Service 
Extensions 
Premium Sets 
ToueJl Calling Sets 

Total 
ZUM Plan 

19ft AmlU:ll Revenue . 
(Do ers:.:a. Millions) 

,:$ 4.6, 
:;~.l 

9·0 
4-·3:' 

1.4 
1.6. 

24.0 

In their I>eti tion ~or rehearing the Cities urged that 
the ZOM pls should not 'be adopted at the'present time 'but, rather 
the Co~ssion should reduce rates in some other manner. While 
the Cities support the concept 01" the ZUM plan, they apparently 
t'eel that i:c.a.dequate study has been made with re~ect to implement­
i:lg it in the Los Angeles. snd Sa:c. FranciscO' :East Ba.y areas.. In " 
reacll.i:l.g, this conclusion, howe:'ter, the Cities misinter:preted the 
't::!l...-c.st of the statement on :::uimeo page 123 01" Decision No. 90642'~ 

whe::-ein the ZUM plan is refe:rred to as residually priced.. The 
paragraph or concern sets forth the reasons· why' ZUI1 is not 'being 
extended to other areas of' the state at this time. The statement 
o! residual pricitlg in no w&:3' negates the f'indi:c.g or a $105- million 
reduction in revenues resulting .frO::l the ZOM plan.. The $105,m.illion 
reduction is a differential cost effect with respect to mUlti­
:lessage unit and local service, both 01" which are residual17 
priced. Our review of' the reco:r:d discloses that the statt witness 
utilized the 5105 million 1"igu.re to develop a proposed rate deSign,', 
and that ~e ;Cigure itsel1" was derived trom a model which used 
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assumptions as to the impact or ZUM. The limited implementation 
o! ~whiCh we are adopting will permit development o! data 
to evaluate the feasibility of the statewide future expansion 
o! ~. 

On our 1"urther review or the record we, are concerned 
that our original schedule o! 90 days ror implementation of ZOM 
=zy 'be too short. We are particUlarly" concerned with the . 
possibilities or deterioration o£ service as" pointed out in the 
testimony of General Telephone.. As indicated in the record, 
the reduced rates of the ZOM plan will cause a stilllulationof 
tra!fic over that existing on MMU routes. If adequate facilities 
a...-e :lot availa'ble atter the introduction or ZUM:~ circuit 'blockages 
and a ge:c.eral deterioration or service could result. Because c! 

our conce~ ror the quality or service, we will "extend the cutover 
period tor 'ZU,M to 180 days after the effective date of' this, order. 
Du.-ing this t~~e we will expect Pacific and General to, engineer 
and provide the necessar,y circuits to handle the anticipated ZUM 

t::-a!!ic. 
~e zu.M plan provides, attractiveorf-peak discounts in 

o::'C.er to enCOU-"'"3.ge customers to make calls at other. than the 
'business day peak hours when most bloCkages might be expected to 
occur.. It is particularly importa:o.t that Pacific's customers 'be : ' 

i:l.i"O:::l.ed or the ZOM plan rates and orr-peak savings.. We will 
also require that Pacific and General notity each o! their a..f!ected 
eustomers as to the e.:t:.:t:eets or the Z1m plan within 60 daysbef'ore 
the introduction of Z'O'M. 

Services for Handican~ed Persons 

In its petition for rehearing,DCA.RA. contends that rehearing 
should 'be granted on the followillg 'bases: (1) special equipment 
should be provided to disabled persons at the baSic exchange rate; 
(2) certifieatio:::l should 'be expanded to include the public schoQl 
system and other agencies serving the disable,d; (3) Pacific should 
'base its TDD costs on 20,000 units the first year instead or 2,.000' 'to 
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5,,000 units; (4) input from the disabled comm:unity should be 
required; and (5) Pacific should be reqUired to provide amplifiers 
a:::lc. ~D in some phone booths., a!l equipment should be compatible 
with hearing aids" ~Ds should be listed in ~:rectories, as TDD numbers, 
3.'O.d 'Ulltimed lMR- service should be provided to the de a!' .. 

Subsequent to issuance of' Decision No. 90642- on July ;;1., 

1979, the Legislature passed SB. 59?, which was signed by the 
Gover.c.or on September 28, 1979 to become Chapter 1142' of the 

Statutes of 1979. This bill enacted' a new section or the' 
?o.blic 'Utilities Code as !'ollows: 

2831. The commission shall design and implement a program 
whereby each telephone corporation shall provide a 
teleco~catio:c.s device capable of servicing the needs 
o:! the des.! or severely hearillg. impaired, to·getb.er with 
a single party line, at no charge additional to the basic 
excha:c.ge rate, to 31JY subscriber who is certified as 
deaf or severely he~.:c.g impaired by a licensed physician, 
audiologist, or a qualified state agency. The commission 
shall phase-in this program, on a geographical basis, 
over a :!our-year period ending on Ja:c.uar.y 1, 1984. The 
commission shall establish a rate recovery mecb.a:c.ism to­
allow telephone corporations to recover costs as they are 
incur=ed under this section. 

This legislation, which is limited to service, for the 
dea!'., pa..-allels the goal indicated by the Commission on page 151., 
as !'ollows: 

~e agree that it should be the goal of this Commission 
to provide supplemental equipment and ancillar,r services 
to all handicapped persons on the same "oasis and at. a 
cost included with the cost of' the telephone service 
selected by these persons." _ 

The legislation, together with the requirements imposed 
on Paci.!'ic for rate revisiOns, studies and surveys, will obviously 
requi~ additional hearings by this Commission in the nearfuture~ . 

Accord.jJj.gly, the questions DCARA. raises in its petition regarding 
certification, cost studies, and prOvision or additional services 
and equi,:!I.ent will most appropriately be dealt with in those 
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subsequent proceedings., DCARA. obviously represents that groupo! 
. ' 

custome::-s most directly a:rfected, and we expect DCARA. tobea full 
participant in those proceedings. It is our intention to· approve 
a program fult'illing the, requirements of 5:8·597 only a!'ter M.;J. , 

consideration or tlle views of' all parties. Meanwhile' we shall direct 
Pacific to proceed, within the scope of the S12 million we have set 
aside, to plan ror the expansion or the operations ot' the Handicapped 
.A.ssista:1ce Poi:lts, to proceed toward the illsti tution ot the special 
:o~tbly rates tor e~pments tor the handicapped other t~ the 
dea!', a:o.d to co:o.tract tor the study ot the communications needs, of" 
-:he handicapped_ 'We shall not at tlri.s time allocate any portion of 
these funds towa-~ toll rate reductions. 
Federal Income Taxes - Nor.nalization and Rateable Flow-Through 

As Pacific notes in its petition, Decision No. 90642 
adopts t=:e nor::l.3.lization method or accounting. for: rate-making puzo:poses 
with respect to accelerated depreciation and rateable flow-through . 
with respect to invest:ent tax credit CITe) pending final. diS1'osition 
of court litigation. The decision further p=ovides at page 99: 

- ' 

"It the COm:nission decision relating to the rate.:zw.king; '. 
treat::lent of accelerated depreciation and ITC (Decision 
No .. 878;8, dated September 13, 1977) withstands judicial 
review, re!u.nds and further rate red.uctions will !ollow .. " 

Pacific, the Cities and 'roRN all disagree with the 
COmmission's treatment or accelerated depreciation and ITC, but 
for different reasons. In addition to its petition for rehearing, 
Paci1'ic on Octobe::- 4, 1979, filed a supplemental memorandum. 01' 
points a::.d authorities in support' of its petition :for rehearing,. 
Responses have not yet been received. 

. ' 
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On August 20, 1979, Pacific filed its Motion for Order 
Appro-r-ng RefUnd J?lau and. Rate Reductions (Motion) required . by 
Decision No. 87838. Responses to' Pacific's Motion were received 
from several parties. 

Pacific's tiling indicates a total rate reduction~ as . . 
or June 1., 1979, ,should be $80,0;4,000. I:c.cluded in that amo'Wlt, 
as shO'WD. i:l Exhibit C attached to the Motion', is the portion or 
gross revenue rate reductions attrioutable to ~vestment tax credit 
3.mounti:lg to 54-1,270,000. On October 5, 1979~ Pacific addressed a 
letter t~ -:he Comission indicating. theS41,.270,000 :reduction tor' 
ITO should not have been included and the total reduction is, thus 
S;8,249,000. We agree that J?aci!ic' s calculation in its ~otion 
does not rei'lect today's decision. The rates 8.uthorizedherein 
in e!!ect include the $41,270,000 gross revenue ra.te reduction 
included in Pacific's tiling. A.ccordingly" wi tllin threeda:rs' 
!ollo~-ng the etteetivedate of this order Pacific shall tile an 
amendment to its Motion and reduetion plau to renect the conect' 
8l:lount. 

of the :parties as to the at'pro]?riate procedure tor re!'lmds and, rate 

reductions pursuant to Deeision No. 87838, the Commission 'believ.e. s . ~ 
orie! further consideration ot these issues to be in order. For this, ~. 

pu:pose we will set a prehearing conference and oral argument for ~ 

October 22, 1979.,. ~fore Administra.tive Law Judge Tomita.. ~he t 
partie's sho,D.d: be prepared to address 'both the proper disposJ. tion ~ 
o! the re:tund and rate reduction proposals containeooj-~,}:~cJ~e,"s~ . 
Motion, and.. whether further hearings are necessary ~~nts o! 
the parties herein with regard to accelerated. depreciation a:c.d.I~~ 
including ?aci!ic' s supplemental memor:mdum and my responses thereto, 
will be considered at that 'time. In the meantime,' the rates 
authorized by this decision shall· continue to, be .collected subj'eet 
to- re!'t:rc.d. 
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Findings or Fact - Results 00£ O"eration 
1. The f'ind:L."'l.gs of' tact on results or operation s,tated. in 

Decision No. 90642 are affirmed except ,as mod1t'ied below. 
(Abbreviated :'ei'erenees are, to results or operation findings as 
numbered inD-90642, e.g." R.O. 7.) 

8.. R.O. 1 is revised to read as, follows: , The total 
california. rat,e base is $8,171,602,000:. 

1:>. R.O. 2 1s revised to read as follows: The: total 
intrastate rate base i,s $0,753,5 00,000. 

c. ,References to Table II :L."'l. R.O. 6". 17 and 19 are 
revised to be referenced to Table II (mod1fied). 

d. It. O. 7 is mod.iO£ied. to read as follows,: G1 yen the 
adopted test year results of' operation (set.1'orth 
on Ta.ble II (Mod.1:ried» and the return on ra.te' 
base found reasonable, Pa.cific f'S j,uris.dietional 
revenue requ1rement should be increased ,by a.pproxi­
mately $1.3 million annually. 

e. R.O. 24 is. reVised to read as follows: The staff"s 
estimate for electric power cost is correctly 
developed but we will increa.se it to $41~000',OOO: 
:L."'l. recogn1 t10n of recent extraord1nary increase:s 
in electr1c rates, ::l8.n1fested in partin severa.l 
reeent decisions of this Commission" and. of the fact 
that the ra.te changes s.uthorized herein w11l not, take 
effect before late 1979. 

", 

f. R.O. 25 is revised to read, as follows,: The, sta£o£ 
estimated ma1..."ltenance expense by reason of ,Phone Center 
activity to 'be $11,789,000 less than Pa.ci:f':1e's estimate. 
The sta.:f'f' estitlUl.te recogn1zes re<iuced labor expens:e"s 
to Pacifica.s necess.a.ry ~ervic-e Visits to·c\lstomers' 

.•... "_.. " I 

premises become less frequent; it also recognizes· 
that Pacific- 'Will be able to meet an1ncreas,ed.number 
of comm1 tments_ 
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g. E..o. 26 is reVised. to read as fellows:: The stat"t's 
est~te of the effect of Pacific r s main; frame program 
is $37"832',,000,, which was not included 1n Pacific's 
est1ma.te. We find. the s·tat't"'s estimate to 'be more 
reflective of maintenance expenditures o~ Pacific 
in the test year. The staff ba.sed its e'stimate on, 
a conservative View or the savings in maintenance 
hours Pacific should experience a.s i ts ma.n~ techno­
logical modernization and efficiency programs are 
put ~to operat1on. 

h.. E..O. 28, is revised to read as follows: Th.e starf's 
est1ltate tor general traffic supervision is', rea.sonable 
if increased 'by $808,000. This a.djus.ted estimate 
reflects reasonable salary increa.ses", necessary 
increa.ses in personnel to statt' new TSPS o,ftices" and 
a more reasonable amortization of nonrecurring train­
ing expenses aSSOCiated' with the general traffic 
supervision su'baccounts. 

i. R.O. 29 is revised to read as follows:. Pacific's 
est1I::.a.te tor operators' wages and related expenses, 
reduced. 'by $3"348,,000,, 1s reasonable.. Pacific,'s 
estimate overstates the expense eftect or 

salar,y ~creases and insufficiently recognizes known 
changes in operat1ng procedures tha.t will reduce such ,,' 
expense. However, the statf overest:1Jnates the 1mpact 
on torce levels of certain technological cb.anges, and 
d.ces not sut'f1c1ently account for differences in work. 
l-oad volume 1:l different locations., 
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j. R.O. 31 is revi.sed to' read as follows:' Pacific's. 
estimate for opera.tor tra1ning expenditures is 
reasona'ble, 'because it retlects supplemental 
tra1'n 1ng expenses a.ssoc1ated w1ththe'new 'I'SPS 
of'!"1ces scheduled to, 'begin operation.. 1n the test, 
year, whereas the sta!'t's estimate' did, no:t. include 
these expenses. 

k. R.O. 33 is revised to read as follows: Pacific',s 
estimate for miscellaneous tratr1cexpense, which 
represents a less than 9 percent increase annually 
from 1976 to 1979, is a realistic renectiono!' 
1ncreased da.ta process1ng. and s1m1lar charges. It 

" 

is not reasona.'b'le to reduce this estimate' to-. a. level 
'below the expenditures incurred in 1976, as, the' start: 
proposed .. ' 

1. R .. O. 54 is revised to read as follows: Thestatf's' 
) , '. I • 

adjustxnent :or national yellow pages d1rectory: expenses 
is rea.sonable. It reflects the fact that Pacific is: 
disccnt1nuing sales or National Yellow Pages at the , 
beg1nning o!', test year 1979'. Conseq:llently"the Sta.~f s 
adjustment discontinues associated personnel eXpenses,,;, 

m. R.O. 59a is added as follows: Pacific has 'been working 
with Atlerican on an ongo1ng 'bas1s to develop a schedule' 
for implement1ng teleprocessing. 

n. R.O. 59'b is a.dded. a.s follows: Teleprocess1ng will not 
'be substantially implemented during the test:year~ 

0.. R.O .. 60a is added as follows: If Pa.cific commences 
implementation of' teleprocessing as, directed above, 
the stafr T s proposed expense reduct,1on e!'tect, can, be 
f'ulJ.y consider~d 1n the next general rate proceeding,;;" 

, . " 
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p. R.O. 62 is revised to read as follows: The statf's 
adjustment increasing Pacificrs estimate of" law 
department expen=es made use of more recent data. 
than did PaCific and hence is more refiective ot" .:the 
1:o.creased level ot" law department actinty expected 
1:0. 1979. We consider the" statt's· estima.teto be 

'reasonable and will adopt it. , 
q. R.O. 65 is revised to read as follows: The stat"t's 

adjustment increasing the rate-making deduction for 
legi~lative advocacy expenses beyond the magnitude 
of adjustment required by previous Cotr.mission 
deCisions was not reasonable and will not be adopted. 

r.. R.O. 73 is revised to read as follows·: Ba.sed on the 
evidence of: record, if: the 1n.terest accrual rate 
applied to Pacit"1c Ts pension funds· was set above 
5 percent, it would be based on conSiderable spec~la­
t10n as to economic conditions and earnings level. 
The sta1'f-recommended 5.5 percent rate appears to be 
1:0. contlict with the basic premises utilized by 
enrolled actuaries. 

s.. R.O. 74 through 78 are a£tirmed except that employee 
taxes, penSiOns, and employee benefits are revised 
consistent with the expenses adopted herein. 

t. R.O. 83 is revised to read as follows: The stat':t's 
proposed adjustment ~or interest expense allocated 
:f'rom American 'Co Pac1f:ic Will not be adopted 1:0. this 
proceed1.."'lg but deferred until ·completion of: Order 
Instituting Investigation No .. 24. Table II of 
Decision No. 90642, which. erroneously included the 
statt's adjustment,has been corrected consistent 
nth the above· (see Table II (Modified)). 
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u. R.O. 85 is deleted.. 
v. R.O. 87 i$ revised t~ re~d as fo1~ows: In Decision 

No. 903~6> issued May 22> 1979 in Order Instituting 
Investigation No. 33> it was ordered tha.t Pacificfs 
and. independent companies ,- ratepayers· would receive· 
~e benefit of the net reduction in the fed.eral 
corpora.te taX rate from 48 percent to 45 percent. 

P!ndL:;gs o'! Fact - Rate Design and Other Issues. 
1. The findings of fact on rate: design and other issues 

stated in Decision No. 90642 are affirmed except as modited below. 
(Abbreviated references are to ra.te design f'indings as- n'Ulll.bered in 

D-90642" e.g.> R.D. 7.) 
a. R.D. 5 is revised to read as follows.: The ra.te 

design whj,ch we have adopted in this proceeding. 
for Pacific is set forth in summary fo~ in the 
rate design section or- this deCision. 

b. R.D. 14 is reV"1sed to- .read as follows: It is pra:cti­
cal for PaCific and General to convert the.MMtr routes 
to the ZUM plan within 180 days of the ef'fective 
d.a.te of this order" in order to ensure that adequate 
facilities will be a.vailable> except that General 
will not be required to implement the t1Dl1ng of: local 
calls under Zone 1 of the ZUM plan by reason of 1:ts 
present lack of facilities to do so·. 

c. R.D.. 23 is revised to read as follows: Competi ti ve . 
services offered by Pacific are not now priced to­
recover full costs of providing the services. The 
rate design ad.opted herein provides tor sign1:!'icant 
increases in the rates tor such competitive services 
within the framework of an overall net increase in 

annual revenues of $1.3 million. 
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d. R.D. 52 is revised as follows:. Because of ,settlements' ' 
between General and Pacific, the adopted. rates and ' 
charges for Pa.cific will result 1n reduced revenue,s 
of $21.1 million to General in the 1979 tes,t year.; 
It is reasonable to recogn1ze the red.uced revenues ' 
to General by authorizing the f'iling of tariffs 
providing tor increases :tn rates and charges for 
serv1ces provided by Genera.l in harmony with the 
rate design action we take :tn"th1s proceeding .. 

e. R.D. 57 is revised as t"ollow$.: . As 1:ncreases in 
·-11 

directory advertiSing. ra.tes will no't:''oe consistent 
with our 180-day 1:mplementat1on, period tor the 
ZUM plan, we will anticipa.te the rate relief' to, be' 
granted to General. to be in the areas 'of' competitive 
items and service connection cha.rges~ 

f. R .D_ 59 is revised as follows: We will authorize 
Gen:era.l to rile increases in rates ~dcharges as 
set rorth in S\1lDlD.8.ry rom in the' rate d~.signport.ion 
of: thi.s decision. --. - .- .--........ ' 

g. R.D. 88 is revised to read a.s follows: Because of the 

h. 

constraint.s of the overall revenue req,uirement,authorized 
by this order, we cannot authorize iric'reases' ,'in rates 
a."'l.d charges tor key telephone equ.1pmentto, the levels 
recommended 'by either Pacific or the starr.. Key 'tele";:, 
phone service rates are increased tor. a revenue:e!tect 
of $47.3 million. Any anticompet.1tive effects of pricing 
this service below cost are 'outweighed ''oythe'overriding'' 

. . / ' 

public interest in 1ncreas,ing these rates gradually to , , 

avoid undue customer disruption • .' 
R .. D. 128 is revised as t'ollows: It is reasona.'ole to 
otf"set the reduced revenues to Genera.l of $21.lm111ion 
'by permitting General to file by advice letter i.'''lcreases' 
in rates and charges for services prov1o.edby it, :subj,eet 
to Commission authorization by resolut1.on act,ion· .. 
General should provide notice to, all 1. ts su.b,scribers 
af'fected by such proposed changes .. 
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2. !be charge for verification and/or interruption 0''£ busy 
calls is cons1stent wi to. our general po11cy of pricing' the cost 
~or certain services upon the cost ca.usative parties and is 
warranted as a means of curotng unnecessary and excessive use of 
the service tor other than'emergency calls. 

3. Mathematical errors in our calculation of the revenue 
e~tects or charges to-: service connections, extensions, premium 
sets and inside Wir1ng are corrected herein .. 

4. Pacit'ic t s Motion for Order Approving RefUnd Plan and 
Rate Reductions filed pursuant to Decision No. 81838· includes 
$41,2(0,000 gross revenue reduction, relat1ng to the year-to-year 
g..-owth in the annual amoWlt of ra.ta.ble flow-through of inves.t'ment. 
tax cred.!.t, 1nclud1:o.g the year 1919, consistent with the procedure 
set ~orth 1:1 F1:ld.!.'O.g No. 4 of Decision No.. 87838. 

5. Hearing should be held with regard to the proper disposi­
tion of the retund and rate reduction proposals contained in Pacific's 
Motion for Order Approving Re!\md Plan and Rate Reduction. 

6. Arguments concerning the issues or .accelerated depreciation . 
a. ..... d investment tax credit raised 1n the pet1 t1ons- for- rehearing 
should be held in cOnj'UIlction with the hear1ng. on P::.ci:f'ic's- Mo,t1on 
- ~ 

for Order Approving Retund Plan and Rate Reduction. 
7. Rearing on the l1m1ted is.sue of Pacific-ts cost of long­

ter: c.ebt and preferred stock should be held. 
8. The capital ratios- and. return on common equity adopted 

in DeCision No. 90642 are reasonable and a.re not subject to 
rehear:1.."lg .. 

9. License contract expenses must 'be reduced" by $61,000,. 
consistent ~.d th our !incii.."'lg. in Decision No.. 90834 (September 25, 1979) 
that the factor uti11zed .in computation of these expenses was 1n 

error .. 
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Conclusions of: Law 
1. Conclusion or Law No.2 or Dec'ision No. 90642' is revised' 

to read as follows: 
Pac1tic t s gross revenue requirements should be 
increased by $1.3 ~110n pursuant to OIl N~. 21 
a.:ld based upon the test year 1979. 

2. Conclusion of: Law No. ~ of Decision No. 90642 is reVised 
as follows: 

Rates and charges of Pacific should be modified and 
, . 

changed in a.ccordance with Appendix A attached, hereto' 
pursuant to the application and Order Ins,t1tut1ng 
I.."'lvest1gat1on. 

3. Conclusion of, Law No.5 of Decision Nio. 90642'1s.revised 
as follows: 

Pac1fic's rates and charges authorized herein by 
Appendix A are j.ust and rea.sonable. Any other 
ra.tes applied atter the ra.tes 1n Appendix A-are 
in effect are unjust and unreasona.ble. 

~. Decision No. 90642 is ai':t1rmed' .:tn-all respects,except 
as it is ~od1fied herein. 

, ! 
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.Q.~~~g 

IT IS ORDEBED that: 

• 

1. ~e Commission's orders in Decision No. 90642' are affirmed .. 
except as modified herein. 

2. The Pacific ~elephone and '!!eleg:raph Company. (Paci:f'ic) is· 
directed to tile with this Commission, within titteen days, a.1'ter 
the effective date 01' this order and in co:c.1'ormity wi tb. the 
provisions ot General Order No.. 96-A.,. revised ta:rift schedules with 
:ates, eharges~ and conditions modified as set forth 'in Appendtr A.. 
The ei'1'ecti ve date 0:£ the revised taxi!! sheets shall be five days .. 

after the ciate of filing.. '!!he revised. tari1'f' sc~edules shall apply 
to service rendered on and. atter the effective date o:t the reyised 
schedules, and the' charges shall be collected subject to re!'und 
pending ~ina1 dete~tion 01' appeals with respect to' the rate~makins 
treatment of accelerated depreciation in Decision No.. 878;8 in : 
deter:niniDg a. reas<>na.'ble allowance 1'0,:" .f'ederal income tax e~:o.se. 

3. General Telephone Company 01' California (General) ma:yfile 
with this Commission, after the ei"fective date 01' this order and :in. 

co:li'or.c.ity with the provisions 01' General Order No .. 96-A., advice 
letters and =evised proposed. tari1't schedules with 'rates., charges, and 

I 

conditions lIloC.i.f'ied as set :f'orth in Appendix B, su'b~ect to approval. 
o! the Commission by resolution action. The eftective dateo.f'any 
revised tari:f'1' Sheets Sba" 'be coincident with the implementation 
or the Zone Usage Measurement Plan or as otllentise authorized by' 

Co:mnission resolution. The revised tari!:£" schedules shall apply- to 
service rendered on and after the effective date of the revised 
schedule. At or prior to the time of filing, said ,advice letter, 
GenerU shaJ 1 notify all a.:rrected customers, 01' the proposed rate 
changes specified therein. 
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4-. Ordering Paragraph 3 of' Decision No. 90642 is revised 
to read as follows: 

General. and Pacific shaJ.l provide written notice or ' 
t~e conversion of ~l present free local calling, routes 
to Zones 2 or 3 under the Zone'Usage Measurement Plan 
or message toll service 'to all customers a1"rected by 

said conversions within ninety days after the effective 
date or this order and aga.1:n wi th1n n1llety days prior 
to 1:::lplementation of sa.1d converslonsas said conversions 
are ord.ered. tlere1n. General and Pac1:f"1c sh8J.J. provide 

, " 

written not1ce to affected customers_of' aJ.l, oth~r ZUM plan 
chal'lges Wi. th1n siXty days prior to1mplementa::ion: or 
such changes .. 

5. Ordering Para.gro.ph 5 of Decision No.. 90642' is, rev1sed to-
rea.d as rollows: 

Pacific is a.uthorized to implem.ent S1ngle Message 
Rate T~g 1n the excbariges and on tne,schedule set 

tortb. in Exh10it No .. 34 (pages 11 through 33). 
6. Orderi:o.g Paragraph 9 or Decision No. 90642 is revised to 

:read as follows: 
Paci!ic. shaJ.1 collect, analyze.. and report to the Commission 
on a quarterly basis all pertinent data gainedf:t-om actu,al' 
experience with the Zone Usage Meas'lXt"ement Plan in the 
San Francisco-EaSt' Bay and Los Angeles Extended Areas. The 
for.mat or the quarterl~ reports shall cover the period!rom 
date of implementation ot the Zone Usage' Measurement Plan 
to September 30, 1980 a:c.d shall be filed on November 30'" 1980. 
~arterly reports shSll be ~iled tor each calendar quarter 
the:re:l!ter wi tbi:c. sixty days after the end or the quarter 
covered by eaeh report .. 

, . 
, . , . 
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7. Ordering Pa.ra.e;raph 23 0:C Decision No. 90642 is revised 
to read as i'ollows: 

Paeii'ic and the telephone corporations listed in 

v\ppendix :s 0:C OII-;; shall, within thiI'ty days. of 
the efi'ecti ve date hereof, co~ute and submit 
to the Executive Director for his review and 

approval a co:o.putation o:t the appropriate amount 
or nega::i ve surcharge.. consistent with the opinion 
and order in Decision No·. 90;16,. to be applied to 
custo:o.ers t bills in order to pa.ss· through S1lY 

over-eollection.in revenues for the period 
. from Janua.r.r 1, 1979 to the ei'tective date of 
:ates ordered herein. Upon 8.':pprova.l by the 
Executive Director, Paci:tic and the telephone 
corporations listed in Appendix. B o:t OII-;;' . 
shall proceed forthwith to apply said negative 
·surcharge to customers' bills .• 

8. Ordering Paragraph 15 o:t Decision No. 90642 is revised to· 
add subparagn,ph 15(c) as :collows: 

(c) Paci:Cic shall prepare current cost studies together 
with rates based thereon !or all tarif":r ~ tems 
intended tor use by the ha:c.dicapped, which have not 

~ 

been repriced within the three years preced.i:c.g the 
date of this deciSl:on. _ .. " .--
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9. Crder-ng Paragraph 19·0:t Decision No. 90642' is: revised 

to read as follows: 
Pacific shall contract :to~ the conduct of.a survey to 
determine on a current basis the special needs. or the 
handicapped population o! Ca.lifornia in uS,ing,the 
telephone network. Particular attention shall 'be given 
to developing a reliable estimate o! the number o£ 
ha:o,dieapped and their eOlllIll'ClIl.ieations req'llire:o.ents ill 

i • 

eacl:l. particular category of disability. The study sh3.ll 
address at least the topiCS covered in the study performed 
for Paci!ic 'by Firing & Associates in 1976 and 1977- A 

report shall be submitted to the Commission presenting 
tb.e findings no later than nine months 1'rom the e!":rective 

date or this order. 
10. Public hearing on the 11m1ted issue or Pa.cific's cost o~ 

lo::.g-ter:l. debt mld preferred stock shall be held betorc:Ad:Ilin;.strative 
Law Juc.ge T~:ri. ta in San Francisco, starting on October 31 >. 1979.. A . 
p:::-ehearing con!crence shall be held on this matter at, 10:00 a.m. on 

October 22, 1979 in San Francisco,. before Judge Tomita. 
... - -,... 

11.:_Exce-ot as. otherwise indica.ted· herein:" rehearing. of 
Decision No. 90642 is denied. . 

_._._, __ ,... - ., ..••• _ ..... ~ - '." .. _....-___ .,-.,. "'·'.1' .••.... - .... ___ ... ~ 

The ef'l"ective, date of this. order end of Decicion. 
No. 90642-~s· ~od1iied '0; this ord~r" is' the date he reo·f" .. 

Dated OCT 1 0 1979 ~ at Sa..:"l. Francisco" 
., 

~_. " £., ; . J'U<.A/I~ 
*, '. 
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APPENDIX A 
SHEE'r 1 OF G 
PAtES AND C:EtAP.GES 

The ra.tes~ CMrge:s, rules aad conditions 01' '!be Pacific Telephone. 

a.nd '!elegra.ph CompazlY' are cQc.Zlged &3 set forth ill Append.1x :a or-Decision 

No. 90642 as modified herein. 

Seb.edule Cal. P.U.C. No. 4-T - Veri1'ica.tion!InterruE,t 

Proposed revisions as set torth ill Exl:l1bi t No. 70, Appendix N, 

Sbeet 1 as moditied 'Delo"'" are authori::ed. 

~e calling ~y sball. 'oe tlOtified bY' th.e operlltor 01' the a.ppl1cable 

charge for veritication or a. busy l1lle condition, and/or interruption of' 

8. conversation in progress a.t the ti:ne, the request for verification/intenupt 

is ::&de. 

6-T 112-T 117-1'~ 
ana ~-T. Zone Us 

'!he toUowi'Dg revisio~ are a.uthori::ed: 

All e.ztomers a.1'teeted by the ZUM: pla.n shall 'be provided written notice 

~r the &,'vailabilitY' of the ZUMpla.n. Such written notice shall 'oe provided 

to ee.eh C"Q,Zwmer within 60 d&y's ?r1or to 1m:~lemelltatioll of' the ZOK pla.n.· 

T.:e Zo~ Usage Meuuremellt (ZOM) Pla.n shall 'De implemented on. the roUo'Witlg 

:lcbedule: 

a.. All present 3 Multi-Messa.ge Unit a.nd 4 Multi-Message Unit routes 
sb.&ll 'be converted to the ZUM. plan· wi thin 180 days 00£ the 
etteetive date or tnisorder. 

b. The Z'OK plan shall be ilnplemented on a.ll Zone 1 routes witb.in 
180 days of' the et'1'ecti ve da.te or this order. wi ththe 
exception of routes shown in Appendix B·Sheets 2' a.lld 3 of' J2 
00£ Decision No ... 9064Z. The ZCM' pla.n she.ll be implemented Oll 
the excepted. routes within 24 months or the etteeti'V'e'.date 
¢,!: this orcler. 
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APPENDIX A 
SHEET 2" OF 6 
PJJ:ES AD C&®ES 

• 
._ - _._ - _'~'''-__ ...... ....--_ •• ..,.. - __ ._. ____ -_ .__ ~. _ ....... __ ••• __ • __ • __ ... _ ................ _ •• - ..... .,.. .... _. _____ ••• 0 __ .,. _"",, ____ ....... __ -_______ , • 

. -... ~~. -;..' ,,".- ~:: "~ 

'.' ... 

Sc:h~d'tll~s Cal~' P.U.C. Nos. 22-'1', 28-'1' and '32-T?Ker T~l~phone S~rvice 
_ 'nle tollowl.%lg reVisions are autl:1orized:. 

KEY TEtEPHONE SYSTEM SERVICE (COM PAl<:) 
Iustallation 

Cha.rse 

STATIO~"s: 

!i'oll-bt::ttoll, e&e!l --------------:------.... ---.. ---- ... --- $. 20,.00 

co:.! PAlC :::: 
Capaei ty or one button internal, ea.ch. --.. --------
Ca~t:y_ or one button extero.aJ.~ each -----------

COM PAle II: 
Capae'!.ty 0'( six buttons inte:rne.l,. each. ---------­
Ca.?8.Ci t:y_ or six buttons, Panel Mounted 

~c~ each ---------------~~-------------------
C&~cit:y_ or six buttons externa.l,each ----------

COM PAl<: II:::: 
Ca.~city or 10 buttons internal, each -----------

Call Director l~button capa.cit:y_ "1./'\ 12 buttons 
ic.'te:~, each -----,-------------------- ---------

. Ca.ll Director 30-buttoll capa.ci tY' E/W 12 b'l.1ttotlS 
interD&l, eac~ -------~---------.----------------
C8.pa.c:it:y_ o't 12 buttons,.Paoel Mounted 
~ule) eecb. ... --.. ------'-~------------- .. --:--------

CapaCitY' o~ 12 buttons external, each -----------

COM PAl< !V: 
Capa.c:1ty or 20 buttons internal, each -----------

Call !:iirector l8-button ca.paci tY' .EjW lS.outtons 
internal, each ----------------------------------
CAll Director 30-button ca.pa.ci tY' .'E/W 18-outtons 
i~tern&l~ each -------------._.------------------
capa.citY' or l8 buttQc.s, Pa.nel Moun.ted 
MQdule, ea.ea -----------------'-------------------

COM:PAK V:. 
CapacitY' or 24 buttons internal, each ----------­
C8.,aCitY' or 30 buttons. inte%'ll8.l, ea.cb. .. - ... -------.. 
C&p~city or 30 b'l.1ttons,. FaDel MOunted 

MOdule, each -------------------------~.------~--

20.00. 
20.00 

39.00 

80.00 
60.00 

55.00 

60.00 

70.00 

120.00 

85.00~ 

75.00 

70 .. 00 

75.00 

90.00 
90 .. 00 

220 .. 00 

. Rate 
P~rMonth 

1.90 
1.80 

3.90 

6,.00 
4.2,. 

8.00 

10 .. 00 . 

9 .. 00 

7.25 

8.25 

9.25· 

lO.50· 

ll.75 

lO.75 
ll.75. 

l2'.50 
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APPENDJ:< A 
SHEE't ~ OF 6 
RAl:ESA.'® CHARGES 

AD:Il:!Or:AL S'tA'!IO:i FEA'rtJRES: 

Station ~~ Iud~cation 

Each Sta. tion &rra.tlgeQ to- g1 ve a. visual. 
indic:a.t1on 0-: station bw;:y to &DO t~e-r =tatiou ___ ~ __________________________ a_ 

tI$ FEAl'T,JlI';ES : 

title eq,uipment> each line eq,uipped . 

!N'rE~ow.m."ICAmC; ~GtME~;tS: 

Si~e talking p&th maaua.l inter-
communiea.ting arrangement with. line busy 
l&np,. 8. buzzer pe'r station and associated 
selective 'Pusll-outton signa.l.ing: 

Each station te~iDat1on ----------

Single talking p~th dial selective inter-
coClunieating lU"ra.ngement wit=. line busy 
la=p &lld a bu:z:::er or bell per station 
e:>de, ~= of 40 station codes: 

First nine station codes ----------. . 
Each additional station code ------

'l\Io talking path dial. selective. inter-
communica.tiDg a.rrange:ent. with combined 
line and 'busy la:up opcra.tion, automatic 
cuto!"!' on 'oothtaJ.ld.ng pa.ths, busy to~,. 
C8:1p-oU and 8. buzzer or bell per station 
~e,. :naxi:num o't 38 station cod.es: 

First ~De ccx!es -------------~----

Additiocal Fea.tures: 

Each pre-set eontereeee with code 
number ----------------------------

.' • 
,-, 

Inst&11a.t1on Ra.tc 
Charge' Per-Month 

$19.00 $1.;0 

20.00 3·,90 

12 .. 00 1.80 

50.00 6.6; 
20.00 1.70 

180.00 40.00 

. 4 .. 50 - .. 
35.00 
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.. APPEND:DC A 
SHEET 4' OF 6 
RATES AND CHAPGES 

In=taJ.).a.tion 
ChArge 

IN'tEBCOMMONICA'rIN(; ARP.A..'(i:EME:N'l'S: 
Continued 

Additional Features: - Continued 

Litle aad-oll equipmellt to el:ltl.ble 
con,neet.ion or ~ tvo ta.lld.ng 
pa.te dial selective intercomm­
,micating sta.tiotl$ to lioes 
te:min&ted on associa.ted keY"' 
eq:lli~'llt: 

Each line equi?ped ----------------- $49.00 
Each st&tion, ~Vi:lg a.u illdiVi- • 
duaJ. two taJ.ki1lg path dial. sel-
ect!. ve !.ntercomtU1:Jlica.ting 
sta.t1on ~de rrwnber, equi?ped 
to cotmeet a.n:r two ta.lking pa.tb. 
dial selective intercOtcmUtlicating 
stations to one or more, 
liDes, -----------------------------. 
Equipment tor ai8.l tone, inter­
rupted (ra:tl:!er tllan single spurt) 
sigDa' illg o:r the c:aJ.led. st.a:tion 
and a.udible ringing to the calling' 
party ------------------------------

'!er.niMt1ng. ~c=ents: 

'te:r::uin&tion ot 8. si~e or two talking 
.,a.t.b. dial seleet.i ve illtereotllC1UUice.'ting 
line on 8. dirterent customer-' s ke~ te­
lepbone system. 

E&eb. eode&t ea.eb. sta.tion termination: 
Single t&lking pa.th --------------- 20.00 

... 

•• 

Rs.te . 
l'erMonth' 

$3 .. 75 

3.40, 

3:00 
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APPENDIX A 
SSEE'r 5 OF·6 
RA'l:ES AND· CHAl\GES 

SPECIAL n:PE m.EPHONE SE!S 

MUltiline conterenciDg telephone 
set with automatic button 
restoration an~ recall !eature: 

Installat1.otl. , 
Charge' 

ll-button .desk tne~ eaclt--------
20-button desk type ~ each--------

$60.00 
75 .. 00 

" ,,' 

I' 

Rate' ' 
Per MouthJ

·• 

$ 1.>'50 
);,0:75- . 

Schedule Cal. P. tr. C. No. 28-T,' Section II, Move and Change Charge s 

KEY mEl?HONE SYS'I:E:M.SERI/ICE' (COM PAle) Charge 

Cb.&nge to cl1!!erent station wi tll1tl. the 
same Com Pak eategor,r or . 'b lower Com Pak 
ea.teger,r (except t'or Panel Mounted 
Modules and external buttons) each 

Change to Panel Mouuted M:dule or 
external buttotlS within the same Com Pak 
categor,r or to. & lower 'Com Pak catagor,r ~ 
each 

# Ditterenee betweetl. tlte installation 
charge applicable to existing station 
and the installation cltarge (it' higher) 
applicable to the statiotl installed or 
$20.ool whiellever is greater. 

$20.00 

# 

,~ 

" 

Ii ,. 

" . . . ~. 
'.' 
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APPENDDC A 
SHEET 6 OF 6 
FATES Alm CHAP.GES· 

Sehedule Cal. P. U.C. No. 28-T, Serviee Comseetion Cha.rgeS - Move and 
Change Charges - In Plaee Conneetion Charges - Mnlti-Element Serviee 
CharB!s~ 

The following revisions &re authori:ed: 

3. P%'emi3es Visit Charge 

the te~ P%emises Visit Charge means the charge that applies 

to a visit to the customer's premi::e.:, to perform work " '. ~"'i 

requested by the customer other tbe.n &'<!iseonc.eet. The 

Premises Visit Charge &lso applies to the~rovision o~ ~ 

lleV service and/or equipment (other than maintenance'· 

:replacements) 'tor· which a reeur:r1ng monthly- ra.te is 

appliea.'ole and such. new service is provided coincident. with. 

or as a. result o!' a. maintell8.1lce or repair visit. to the 

customer's premises by the ut.Uity. WheD. tor Utllity reasoM, 

more thaD. Olle visit is necessary to c:Qmplete the work,ollly 

one ?:remises Visit Chuge appUes_ 
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Appendix :s as herein authorized replaces Appendix C ·0'£ Decision 

No.. 9Q642 in totaJ. .. 

'rbe :r&tes, cbarges, and conditio'll$ 0'£ GeueX'u Telephone Company 0'£ 

Cali!ortJia tor 'Which 1 t may seek an adVice letter increase &%'e as 

tollows: 

Schedule Cal. P.U .. C. No. A-l - IndividUAl tine, Party Line and Privs:te 
Branch Excha:ege '!ru1lk Li~ Servic~ 

The tollowing :rates are authorized tor all excbanges except tor 

Kenwooa, Los Gatos, Morgan Hill &nd Now.to: 

:Residence Extensio'Q$, each 

:Business Exteusio1l$, each 

Key-in-lieu or Exten.sion, each 

Rate Per Month 

$1.00 
$1.00 
$1.00 

. " 

Schedule C3.l.. P.U.C. No. A-6 - Pl'ivate :Branch Exchans,e Service a.nd Schedules 
C&l. P.U.C. No. A ... 7 and A-26 of I'omer Western C&l1tornia Telenhone Comna.&. 

All Sections shall De modit1ed to include a 10$ surehaX'ge which sballbe 

a.pplicable tc all rates ana charges shown in such sections withtbe exception 

ot the rates ap;plica.o1e to PBX statio'Q$ aud extensions tor which the tollow1ug 

rates are authorized.: 

Rate Per Month 

Bota.r,r Dia.l Fmc. Station.s 
a.nd Extensions, each. $2.00 
Touch Callitlg P:BX StatiOns and. 
Extensions, ea.c:h ' $0.90* 

*Plus re.te tor a. Rotar,r Dial PBX 
Station. 

Schedule Cal. F.U.C .. No .. A-15 - Suptllemental ~rvic:es 

The t'ollowiDg rates are auth.orized: 
Rate Per Month 

Dial-in-handset telephone 
desk or w.ll type, nO¢ll\lm1nated $l.25 

!ouch Calling Service 

~esidence Individual Line Service 
Each line equipped 
Station, ea.ch 

$0.75 
0.60 
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M'l:ES AND CHARGES 

Rate Per r.bnth. 
Busines~ IndividUAl Line Service 

Ea.eh. litle equipped 

Statio~ each 

Cormectio%2. or customer-provided 
ta.cUities 

$1.00 

0.90' 

Ea.ch pn va.te branch. exchange trutlk 
liDeor individual business line 
termina.ted on eo cotmecting arrange­
ment and ~d tor touch. e&lling 
service. $1.00 

Individual residence line terminated 
on a connectitlg arra.ngement and 
a.:rr&2lged tor touch. c:aJ.ling service, 
each. 0.75 

Sehedule Cal. F.U.C. No. A-34 - Pushbutton Tele'Ohone System Service 

'!he tollowing rates are autbonzed: 

PuShbutton s"?-tioll .. loee.t'i:ou' ' .. ,;,. . 
equil?pe~ to.' !'roVid.e . allot the 
system fea.ture~ and access (pickup) 
to intercommunica.ting lines 

Each pushbutton station locll.t1.on 

Eacb. pushbutton station location 
a.:rr8.IlgeC tor touch calling 

Line a.ppearance or a central office 
line, PBX station litle or. pr.!. vate 
litle at each. pushbutton station 
location, each appearance 

Rate Per Month 

$4.50 

0.20 

'.' 
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APPENDDC :s 
S,BEE'! 3 OF 3 
BAlES AND CHARGES 

". : 

Scheciule C:ll" p" U "C. No" A-41 - Semce Connection. Move and Cha.nge Charge! 
and Schedule Cal." P.U.C" No. A-29 of Former Western Calif'ornia. Tele'Obone 
Companr. 

Zl:le t'olloVil:lg cb.a.rges a.re a.uthorized: 

All exc~ services (except.. Centrex 
and Inwvd Dia.liDg Services) 

Nonrecurring 
Charge' . 

Business Residence 

SEMCE OWER Ar::rr:vr.T! 

lni tial Order 

First. central ottice 
line on orcier $17.75 $8.00 

Each additiocal central 
oUice li:le on the same 
order 8.00 8 .. 00' 

Extension, ea.c:h 

All other lice:,. PBX St..atiollS, 
Tie Lines, etc.,' 

Subsequent Orcier 

Move and ehatlges 4.00 4.00 

Additions, other than 
central ottice lines 4.00 4.00 

CENTRAL OFFICE A~'!!'l 

Ea.eh. line 6.75 6.75 

PlIEMIS'ES ACTIVI'!!'l 

Initial 10.50 10.50 , 

Additiow 

Central oUiee line,. each. 10.50 '10.50 

Extension, ea.ch 10 .. 50 

Move or change, each. 
instrument 10.50 

P11shbutton iust%'1.J:llent, 
ea.c:h 10.50 

Supplementa.l,services 
(all) 10 .. 50 

SChedule Cal. P.'tr.C. No. H-l, Zone USage" Measurement Plan 

Proposed reviSions as set t'orth 1.n Exhibit. No. 70-C8.$ l:D.odified by­

Exhibit No. 72-A and as ordered. herein are a.uthorized. 


