
• 

• 

• 

c/m 

Decision No. 91858 JUN 31980 
BEFORE THE ?U:SLIC U'I'ILI'X:cE:S COMMISSION OF nm STA'I'E OF CALIFO~~ 

Investigation on the Commission's 
own motion into the rates~ rules~ 
charges, operation$~ practices, 
service ~~d !acilities associated 
with mo'bile ra.diotelephone service 
provided 'by The Paci~ic Telephone 
and Telegraph Co~p~~y ~~d General 
Telephone Comp~~y of California. 

OIl No. 20 
(Filed July 25, 1978) 

ORDER EXTE~TDL~G TIKE 

The Pacific Telephone and Telegraph Co~pany (?acific)~ 
by letter dated May 8, 198o~ requests ~~ extension to no later tha~ 
J~~e 13~ 1981 to comply with this Co~ssion's orders directing 
Pacific to convert its existL~ ~~ually operated mobile radio­
telephone system with iQproved mobile telephone service (IY.XS). 
This conversion was origL~ally ordered by Decision No. 88232, dated 
December 13~ 1977, which directed Pac1tic to make the conversion 
within 24 months of the effective date of the order. Decision 
No. 90658, dated August 14 , 1979, gr~~ted ~~ extension 0: time to 
J~~e 13, 1980. Pacific's progr~ and the date of June 13, 1980 
was reaf!iroed 'by Decision No. 91492, dated April 2, 1980, in 

OII-20. Copies of Pacific's letter of request for extension of 
time have 'been served upon all parties to OII-20. 

In support of its request, Pacific allege~ that, dur~~ 
June 1978, Pacific placed ~~ order with an outSide supplier for a 
July 1919 delivery of two switch1ng devices. This supplier notified 
PaCific of a delay in ~~ufacturL~ that necessitated Pacitic'z 
petit10n to the Commission that resulted in Decision No_ 90658 • 
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Once agaL~, this outside supplier has notified Pacific of ~~ 
additional delay in the tu4~ufacture or the switchL~ deVicez. L~ 

the event the current supplier fails to deliver tested, proven 
~~d accepted switching devices during the ~hird quarter o! 1980, 
Pacific intends to reengineer its IY.lS serving arr~~ecent, co~press 
installation intervals, ~~d obtain switching apparatus froe ~~ 
alternate supplier ~~ time to convert to IMTS by J~~e 13, 1981. 
L~ the alternative, if the current supplier resolves its ~utac­
turL~ delays, Pacific will convert to IXTS as soon as pOSSible, 
well L~ advance of J~~e 13, 1981 or ~~y other date gr~~ted by the 
Commission. 

On May 14, :1980, attorneys !or Allied Telephone Co~p~~ies 
Association (Allied) .directed a letter to the Co~ss10n protesting 
Pacific's request for extension of ti~e. Allied representz a large 

• number of radiotelephone utilities in Cal1fo~~a who co~pete directly 
with Faci~ic in the ~rnishL~ of ~obile telephone service. L~ 

support of its opposition, Allied alleges: 

• 

"The request raises serious questions involving ~~ife$t 
~~!airness to the radiotelephone utilities who are members 
of Allied ~~d who compete directly with Pacific L~ offer­
L~ cobile telephone services to the pu~11c_ As was 
acknowledged by the Co~~1ssion itself L~ Decision 
No. 91492, OrderL~g ?aragra?h 19 of Decision No. 88232 
was 'd~ctated' ~y the econoc~cs of Pacific's ~obile 
telephone o!ferL~. As of 1977~ Pacific was projected 
to lose in excess of $l.5 million ~~~ually on its 
mo~ile tele?hone ottering. There was accor~L~ly ~~ 
express f1nding made by this Co~ssion L~ DeCision 
No. 88232 that the offering was non-compensatory ~~~ 
that Pacific should be ordered immediately to increase 
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its rates a..."lC to convert to IMTS.. The rationale for 
the Commission's decision was that IMTS would make 
possible savings L~ labor costs which, together With 
the higher rates, would render the serVice cocpensator,y. 

"Allied's members have an obvious interest 1."'l the 
en:orcement o~ Decision No. 88232. So long as Paci~ic, 
a comp~~y with resources L~!L~tely greater tha-~ those 
of its radiotelephone utility competitors, is permitted 
by this Co~ission to cross-subsidize its mobile 
telephone o!fering, and to charge an artificially low 
rate to its custo~ers, Allied :ne~bers are severely 
~~d irrevocably prejudicee. It was there:ore with 
considerable a~iety that Allied learned dur1.~ OII 20 
that Pacific's revision of its Tariff Sheet 41-T 
(effective July 8, 1979) die ~ co~ply with the 
Com~ission's oreer in Decision No. 88232 to bill for 
the total t~~e spent by the custo~er on the air_ but 
rather continued Pacific's '!or:er practice of billL~ 
for conversation time only. It was with even greater 
concern that notwithst~"ldL~ the close relations~p 
between the non-compensatory nature of Pacific's 
m2."lual service ~"ld the Co~1ssion's order to convert 
to IMTS, OIl 20 was confL"led to the so-called 
'technical aspects' or conversion. 

"Now Pacific has asked tor a second extension of 
time in wn1cn to comply w1tn Ordering Paragrapn 19 o~ 
Decision No. 88232. Pacific's request also L"ldieates 
that due to delays at the m~"lu:actur1ng level, it may 
completely re-~~L~eer its IMTS se~_~ arrange~ent, 
thus rendering ~oot the =any days spent by the 
Commission in L~vest1gatL~ the 'technical aspects' 
0: the proposal. 
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"Allied opposes ?aci~ic's request" unless it can 
be granted together with ~~ order protecting Allied's 
memoers !rom the anticompetitive implica.tions o~ the 
proposa,l. Itl Decemoe:-, 1977, t!'lis Commission tound 
that Pa.ci!1c' s mo·oile telephone operations were being 
conducted on a. non-compensatory basis, ~~d that only 
conversion to IMTS o~!ered any hope tor r~edying the 
situation. Co~~ission sta~~ in its Statement !i1ed 

in OIl 20 emphasized this fact, recommending that 'if 
conversion to IY.TS is not to oe ~~derta.ken, the scope 
of OIl 20 should be immediately broadened to provide 
for the rate increases necessa.ry to make ~~ual mobile 
service a fully compensatory ot!erL~g.' OII 20 ceclined 
to grant such relief on the assuzption t~t conversion 
to IMTS would be complete by June, 1980. Now, however, 
Pacific asks tor authorization to continue its non­
compensatory~ ~~ua~ o!:erL~g for ~~ additional 12 months. 

"Cross-subsidization of e. non-monopoly offerir.g is 
clearly ~~ticompetitive" as are predatory pricing policies. 
Pacific has for at least five years continued its ~~ual 
of!ering on a non-compensatory basis to the clear prejudice 
o! radiotelephone utilities which co:pete with it but 
which ~o not have the same op?ort~~ities for cross­
subsidization. This Co~1ss1on has ~~ obligation to 
consider the antitr~st implications o! what it does 
(Ncrthern Cal. Power A~ency v. ?U.C., 5 c. 3d 370 (1971»), 
and should do so i..~ evalue,ting Paei!"ic' s latest request • 
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"Allied tnere:ore requests that Pac1~ic's Petition 
~or Extension of Time 'Oe denied, or that, i~ gra."lted, 
such grant be made subject to the in1t1at1on o~ an 
expedited proceeding designed to insure that Pacitic's 
mobile telephone serv1ce rates are revised so as to 
render its mobile o~fer1ng co~pensatory tor the period 
precedL~g conversion to IMTS, as well as thereafter." 

Discussion 

Because 0: the L~ability of its suppliers to oeet raei:ic's 
time frame ~or conversion to IMTS, it is o~vious that Pacific is 
unable to comply With the Commissionfs previous orders on a timely 
baSis. Accordingly, we =ust grant the extension 0: time requested 
oy PaCific. However, Allied alleges that Pacific has not tully 
complied with the Commission's previous orders with respect to the 
method of applying rates tor mObile telephone usage. We agree with 
Allied that this Situation must be rectified. AccordL~ly, we will 
provide by this order tha,t ?aci~ic immediately take steps to Charge 
its mobile telephone service customers tor actual air time used 
rather than conversation time. With respect to overall rate levels 
for PaCific's mObile telephone serVice, we take note o~ Pacific's 
tendered notice ot L"ltention to tile a general rate L~crease 
application. In order that the CommiSSion and the parties to such 
proceeding may have meanL~gtul evidence on mObile telephone rates 
and earnings, we will direct Paci~1c to prepare a~d file a :Ully 
alloeated earnings statement on its mocile telephone service 
operations in its forthCOming rate case • 
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Findi~s and Conclusion 
The Co~~ssion finds that,!or reasons oeyond its control, 

Pacific is unable to cO:lply with the Cornmssion's earlier orders 
ror conversion of its mobile radiotelephone service to D~S ~~d 
that an extension of time is warr~~ted. This extension 0: ti~e 
will be conditioned upon Pacific co~ply1ng in all other respects 
with the Commission's previous orders with respect to measurement 
of time for charging purposes. L~ addition, it is reasona~le 
that Pacific should prepare ~~d file with the Co~ission, ~~d 
furnish to interested parties, a statement 0: tully allocated 
earnings of its :':looile telephone service opera.t1ons. Since the 
conversion date specified by preVious order is J~~e 13, 1980, the 
order herein will be made effective on ten days~ notice. 

The Comu~ssion concludes that the relief requested oy 
Pac:!.fic should be granted a.."ld that 'the order herein is appropria,te 
in the pre:lises. A public hearing in this matter is not required. 

IT IS ORDER:..""'D that: 
1. The Pacific Telephone and Telegraph Comp~"lY is granted 

an extension of time to no later t~"l J~~e 13? 1981 to comply 
with Ordering Paragraph 19 0: DeciSion No. 88232 as modified by 

Ordering Paragraph 1 of Decision No. 90658 a..."'ld a,s rea.ffirmed. by 

Decision No. 90658. 
2. Pa.cif1c shall? on and after the effective date of this 

order, apply the total air time used by mobile telephone custo:ers 
in computing the radio link charge as provided oy Ordering 
Paragraph 5 and Appendix B 0: Decision No. 88232 • 
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3. Pacific ohall prepare ana f1le w1th this Commission? 
by August 1, 1980, a fully allocatee earnings study of its 
mobile telephone service operations. Copies of this study shall 
be served upon each party of record to OII-20 ~~d upon L~terested 
parties to its forthcoming rate application. 

The effective date of this order shall be ten days 

after the date hereof. 
Dated JUN San Francisco? California • 
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