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In the Matter of the Application of ) 
THE PACIFIC TELEPHONE ~~ TELEGRAPH ) 
COM?~~Y, a corporation, for autherity ) 
to increase certain intrastate rates. ) 
and charges applicable to telephone ) 
services furnished within the State ) 
of California. ) 

) 

----------------------------------) ) 
Investigation en the Cemmission's own ) 
motion into the rates, tolls~ rules,. ) 
ch.arges, operatiOns, costs, separations, ) 
inter-company settlements, contracts,. ) 
service, and facilities of THE PACIFIC ) 
TELEPHONE AND TELEGRAPH COMPANY. a ) 
Califernia cerporation; and of: all the ) 
telephone corporations listed in ) 
Appendix At attaehed hereto. ) 

, ) 

------------------------------------) ) 
Investigation on the Co~ssionrs own ) 
Qotion into the effect. of' the enact:J.ent ) 
or the Revenue Act of 197$ en the rates ) 
of." the California publie utilities and ) 
transportation companies suoject to the ) 
ratemaking po ...... er of the CO::l!:liss1on na:ned ) 
in Appendices A and B attached hereto. ) 

) 

------------------------------------) 
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• ORDER MOnIFYING DECISION NO. 90919 
AND GR&~T!NG LIMITED REHEARING 

• 
The Cities of Los Angeles, San Diego,. a.n<! San Francisco (Cities) 

have jointly filed a petition ~o't" rehearing 0:- Decision No.. 90919. 
The CO::.::lission has, reviewed the allegations raised therein,. and has 
concluded that sufficient grounds have been shown for rehearing,. 
limited to reselving issues concerning the revenue i~pact of our 
orders delaying the 1mple::len~tion of the ZUM plan by the ,Pacific 
Telephone and Telegraph Company (Pacific). This will ce further 
discussed below. 

We are also of the opinion that so:e amciguity existsconeerning 
the fact that we did net modify the rates authorized in Decision 
No. 90919 to reflect a rate increase for directory advertisi:lg.which: 
we granted to Pacific in a separate decision (Decision No:. 908;42, 
Septe~ber 25,1979). Accordingly, we ~lieve further aiscussion is, 
necessary in order to clarify this point. 

Witb regard to the first issue above, the Cities allege that 
our deferral of, the Z'UM plan for 180 days pursua:lt to DeCisions 
No.?s 90642 and 90919 has a rather sig:l1ficant revenue, impact which, 
exce?t as a consequence o~ this <ielay in ZUM, has no. j~s,tificatioll. 
This contention warrants further consi.deration. We will therefore 
grant li=ited rehearing tor :he p~rpose ot dete~nins whether either 
the 90-day delay in ZUM imposed by DeciSion No. 90642 or the· additional 
90-day delay granted by Decision N'o. 90919, or both, has resulted or 
.... ill result in unsupported revenues flOwing to ·Pacific. This Will 
give the Cities an opportunity to :lore fully develop their argu:lents, 
as well as providing Pacific with the opportun:i.t.y to show that any 
revenue i=pact from, the ZUM delay is reasonable. We would. expect, 
that so=.e of the other parties to this proceeding, inelud.ing the 
Com:ission statf, :lay also wish to participate. 

Secondly, with. regard to direct-ory advertising, we recognized 
in DeciSion No .. 908~2 the necessity of' taJd:lg into account ingelleral 
rate cases any lncreased revenues which would be pro<iuced as a resul.t 
of' rate increases for directo:j" ac.vertising in order that af'air rate 
of return could o.e deter::lined for- Pacific.. Eowever-, cased. on the 
record in the directory advertising proceeding, we also fOllnd that 

I 

the increased rates ~a:lted by Decision No. 90842 have a defer:--ed 

revenue i:pact of" approxi=.ately two and one half yea"rs. The revenue 



• 
i:pact in test year 1979 - the test period ~or .the general rate 
case - is zero., and the revenue i::lpact in 1980 is $4-5 millio.n, 
fro.m an approved rate increase which "is expected tc·prcouee appN>x
i:ately $26 %:lillicn annually once it is cC:llpletely i:llple:llented. 

At the time Decisicn. No.. 9081.:.2 was issued, we had.o.eeninf'crmed. 
that Pacitic intend.ed to. file ano.ther general ~ateapplieation in 
accord.ance With our Regulatory Lag Plan f'or test year 19S1~ Because 
of the d.eferre<i revenue impact cf the directcry advertising rate 
inc:-ease and because of tl:e immin:nce cr-this rate applicaticn, we 
did nct crder rate reductiocs in other areas as an offset, but 
expressed cur intenticn cn page 13 ef Decision No. 90SJ.:.2: to ccnsid.e:
;he revenue impacts in this next application. We note that no. 
party tiled a peti ticn . tor :-ehearing 0.1" Decisicn No.. 908.42'. 

Since that decisio.n was issued, Pacific has filed an applicaticn 
f'or interim rate relief outside the boundaries of the Regulatory Lag 

Plan, (Application No. 59269, filed Novemcer 18, 1919.)" of Which we 
he:-eby take cf'ficial nctice. This applicaticn uses 1980 as the, test 
year and takes into. account tl:e full revenue i%:lpact of DeciSion 
No.. 9081+2. We co.nsider this to. be a fair and reasoIlable treatment 0.1" 

the increased directory advertising rates. 
The situaticn ;.rith regard. to. the Centrex rate increase is 

distinguishable. The Centrex i:lcrease also. has a deferred. revenue 
i::lpact. We tcck account cf it i:l our-d.ete~natiotl of' Pacifie'"s 
revenue re<\ui!"e::ent oecause,. of' a total authcrized i:lcrease in 
revenues of.$14.6 ::lillioIl, its revenue impact is $2.5 million in 
the test year, and approx~::lately $10 ::U.lliotl in'1980. It was tb.erefore 
completely proper to. include the impact of the Centrex: increase in 
this case, r-ather than deferring it to. Pacifie'"s next applicat::r.on. 

We fi:lally note that the Cities have ind.icated. ,their inten.t to
again seek jud.icial review ef Decisicns NO.TS 9061+2 and 909l9'shculd 
they not receive froe. us ·the relief they seek. In order to preserve 
the status que aIld to avoid th.e ad:li~istrative 'ourd.en of' several 
accounting cha:lges, we i:l~e:ld to. conti:lue in effect Decisicn No,. 91062' 
pending the outcome of a:lY further litigation concerning Decis'ion 
No. 90919-
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IT IS THEREFORE ORDERED that the above discussion is incor
porated into and supplements Decision No. 90919. 

IT IS P'UR1'EER ORDERED that Decision No. 90919 is· codified by 
adding the following, findings and conclusions: 

Findings of Fact 

1. In Decisio!l No. 90842,. we found that the revenue impact of 
'the rate increases adopted th.erein would !lot be fully realized' by 
Pacific for approximately, two and one half years from' the eftective' 
date of that decision. 

2. Also in that decision, we found it reasonable to defer 
conSideration of the revenue .impact of Decision No. 90842 to' the 
rate application ?aci.!ic inteneed to file in the very near future 
under the Commiss~onts Regulatory Lag Plan. 

3. Pacific has filec for interim. rate relief earlier than 
expected, outside the bounds of tbe Regulatory Lag ?lan,. and' has 
incorporated the full revenue i:pact of DeCision No •. 90842 into' its 
Application No. 59269 filed.~Nove:nber 18,. 1979. 

4., The Co:m:Uss:.t'on takes official notice of the aOove application. 

ConclUSions o~ Law 

1. Deferral of consiceration of the revenue impact of' DeCision 
No, .. 90842 to Pacifie's recently filed. rate' application,. No .. ' 5925'9:, 
is reasonable ane!. is equitable to both Paeific and,. the ratepayers:. 

IT IS FURTHER ORDERED that li:nited rehear:ing is granted -rortbe 
pu~ose of d.etermining whether either the SO-day delay in ZUM imposed 
by DeCision !fo. 90642 or the adcitional 90-cay eelay granted: by 
DeciSion No. 90919, or both. has resulted or will result in uns.upportecJ.. 
revenues flowing to ?aei!'ie. 
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IT IS FURTHER ORDERED that Deeisio~ No. 91062 will remain in 
e!"teet until further order of the Commission •. 

the date of this order is the date hereof. 
, 

Dated FEB 13: '1980 ,. at San Francisco,,. calitorni.a. 
----------~---------------

I· 
I 
I . 

Commissiont'l" ~:ud Mo' C~:lr..'" 
bein~ .n~y absent. clid:aot 1: . 
~ei~. ' ',, 


