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In the Matter of the Application of
THE PACIFIC TELEPHONZ AND TELEZGRAPH
COMPANY, a corporation, for autkority
to increase certain intrastate rates
and charges applicable to telephone
services furnished within the State
of California. -

. L

Application No. 58223
(Filee July 1¥, 1978)

Investigatior on the Commission's own
motion into the rates, tolls, rules, -
¢harges, operations, costs, separatioas,
inter-company settlements, contracts,
service, and facilities of TEE PACIFIC.
TELEPEONE AND TELEGRAPE COMPANY. a
California corporation; azd of all the
telephone corporations listed in
Appencdix A, attached hereto.

- 0II No. 21 . :
(Filed‘July‘zs,_IQYBm

Investigation on the Commission’s own
zotion inte the effect of the enactiment
of the Revenue Act of 1978 on the rates
of the California publie uvtilities and
transportation companies subject to the
ratemaking power of the Commissiorn named
in Appendices A and B attached hereto.

0II No. 33
(Filed December 12, 1978)
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ORDER MODIFYING DECISION NO. 90819
AND GRANTING LIMIRED REERARING

The Cities of Los Angeles, San Diego, and San Francisco (Cities)
have jointly filed a petition for rehearizg of Deczs on No. 90919.
The Coumission has reviewed the al-ega ions raised thereir, and has
concluded that sufficient grounds have been shown for rehearlns,
lizited to resolving issues concerning the revenue impact of our
orcers delaying the Implementation of the ZIUM plan'bY‘the‘Pacific
Telephone and Telegraph Company (Pacifie). This will be further
discussed below. R

‘ We are also of the opinion that so"e ambiguity exists concern*ng-'

the fact that we did not modify the rates authorized in Decisxon
No. 90919 to reflect a rate increase for directory advertising whicb
we granted to Pacific in a separate decision (Decision No. 90842,
Septenber 25, ¢9T,). Accordiagly; we Selieve further discussion is.
necessary in order %o rify this poi int. - )

With regard to tae first issue above, the Cities allege that
our deferral of the ZUM plaz fo* 180 days pursuant to Decisions
No.'s 00642 and 90919 has a rather significant reveaue. impact which,
except as a consequence of this delay in ZUM, nras no Just‘ficat on.
This conténtion warrazts further consideration. We will therefore
grant limited rehearing for the purpoSe of‘detefmining whether itber‘ ;
the 90-day delay in ZUM imposed by Decision No. 90642 or the additional
90-éay delay granted by Decisiorn Yo. 50519, or both, has resulted or
will result in unsuppobted revenues f{lowing toiPaéific."TﬁiS‘will
give the Cities an opportuzity to more fully develop their a*gnments,
as well as providing Pacific withk the opportunity %o show that an '
revenue impact froa the IUM delay is reasonable. We would_expect
that some of the other parties to this proceeding, ineluding thé
Commission staff, may also wisk to participate. -

Secondly, with regard to directory advertising, we recognized
in Decision No. 90842 the necessity of taking.into\account‘iﬁ‘gegeral
rate cases any Iinereased revenues whieh would be produced as a‘result
of rate increases for directory advert‘siné in order th t-a'faié rate
of retura could be determined for Pacific. EHowever, based on the
record in the directory advertising proceeding, we also ¢6und-*hat
the increased rates granted by Decision Yo. osuz have a. de*e~red
revezue impact of approximately two and one half years. The revenze
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izpact in test year 1979 - the test period for the general rate'
case - is zero, and the revenue impact in 1980 is $&-S-millien,
from an approved rate incerease which is expected tijroduce:approx-
imately $26 million annually once it is completely implemented. |
At the time Decision No. 90842 was issued; we had been informed
that Pacific intended to file another sezeral rate‘applieatioﬁ in
accordance with our Regulatory Lag Plan for test year 1981. Because
of the deferred reveaue impact of the directory advertisingArate
increase and because of the imminence of 'this'rate‘app ication;“we
id not order rate reductiors in other areas as an of set but
expressed our intention on page 13 of Decision No. 908&2 to conszder
the revexnue impacts iz this next application. We note that no
party filed a petiti oz for *ehear ng of Decision No. 90842.

Since that decision was issued, acifzc has filed an appl;cation
for interim rate relief outside the boundaries of uhe,Regulatory Lag
Plan, (Applicatioa.No. 56269, filed November 18, 1979'),‘of“whieh we
nereby take official notice. This appl cation uses ’980 as the test
year and takes into account the full revenue impact of Decis
No. 908L2. We comsicer this to be a fair and reasonableftreatment of
the increased directory advertisin g rates. | |

The situation with regard to the Ceatrex rate anrease is’
distinguishable. The Centrex iacrease also has a deferred revenue
izpact. We took account of it in our determination of Pac;flc's
revenue requirezent because, of a total. au hor_zed 1ncrease in
revenues of $14.6 million, its revenue _mpact is $2. 6 milllo i
the test yeér, and appreoximately $10 m_’lion in 1980. It was therefore
conpletely proper to Iinclude the impact of The: Centrew lnc*ease in
this c¢ase, rather than deferring it to Pacifice'’s next‘appl_eat on-,

We f£inally note that the Cities kave indicated‘their in#ent to
again seek judicial review of Decisions No.'s 90642 and 90919'shou1d ‘
they not receive from us -the relief they seek. In order to preServe‘
the status quo and to avoid the administrative bdurden of several
accounting ckanges, we intend %o contidue in ect Deci sien No 9l062
pending the outeome of an§ further litigation coneerring Dec;s;on ]
No. 90919. '- ”
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IT IS TEEREZFORE ORDERED that the above discussion is incor-
porated into and supplements Decision No. 90919. A

IT IS FURTEER ORDERED tkat Decision No,v90919 is. mod*fied by
adding <the following £ indings and concluszons-

Findings of Fact

- 1. In Decision No. 90842‘ we found that the revenue impact of
the rate increases adopted therein would aot be fully realzzed by

Pacifiec for approx_mately two and one half years: f*om the effective
date of that decision.

2. Also in that dec;sion, we found it reasonable to defer
consideration of the revenue dimpact of Decision No. 90842 to the
rate application Pacific inteanded to file in the very near \utgre
under the Comzission's Regulatory Lag Plan. '

- Pacific has filed for interim rate relief earlier than
expected, outside the dounds oflthe.Regulatory Lag PIan;,and has
incorporated the full revenue impact_of‘becision No. $0842 inte its
Application No. 59269 filed: November 18, 1979. |

L. Toe Commissien takes official notice of’the‘abové*appliéatiou.e

Conclusions of Law

L. Deferral of consideration of the revenue impact of Dec*sion ‘
No. 908&2 to Pacifie's recently filed rate appl*cation, No. 59269,
is reasonable and is equitadble to both °ac1f*c and the ratepayers.

IT IS FURTEZER ORDERED that limited rek aring is g“anted for tbe
purpose of dete*m*n*ng whether either the 90-day delay in ZUM _mposed
by Decision No. 90642 or the additional 90-daf delay granted by

Decision Ne. 90919, or both, nay resulted or will result in unsupported
revenues flowing to Pacific. '
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IT IS FURTHER ORDERED that Decisioz No. 91062 will. *ema n in
effect unt*I further order of the Commission.

Tbe date of this order is the date hereof.
FEB 13 1980

Dated ' , at San Frarceisco, California.
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‘Prcsiaent

‘f‘t.

~Comm;ssxoners

Commoncr I.t-onard M Cnmes, I!-.
being mccmrﬂy absmt. did- not
participwte, . ]




