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---~ .... --
I~"TRODUCTION 

Sum . .'nary of this ~eci:;io'n 

This decision .luthorizcs The Pacific Telephone ~nd Tcl~£r.l?h 
Comp~~y (Pacific) to i~?lement) with ~ocl\fic.ltion, its proposed plan 
:0 charge for loc~l directory ~ssis:.lnce c.llls. Th~ ~odificatipn is 
::h~t disabled persons ~y self-certify ~s to their l'hysi.c.:l in."b:i.li:y 
to use telephone dircctdri~s ~ncl, thus, be exempt from the charge pl~n. / 
For :'lumbers within .l subscriber's home .:re.l codc, P.::.cif.ic is ~utho::::i7.cd y 
to ch.:rge 15 cent~ per directly cli.lled directory ~s~i~t.::.ncc c.::.ll cfter ~ 
the first 20 such c.llls i.n .:my one month. Directory .lssist.::.ncc c.:lllz 
?l~ced through an o~er3tor will be billed ~t 65 cents per call, with 
~o free call allowance. 

A very s~~ll perccntage of Pacific's custo~ers ma~e a dis­
proportionately large number of directory aszistance calls, not now r 

reflected in their contributions tow~rd p~cific's total. expense for t 
directory azzi~tance. The charge pl~n we autho~ize for Pacific is 
f~irer~ecausethose who contribute mo~t to the need for directory 
assi~tanc~ - or who use it most - will p~y accordingiy . We expect 
this charge plan will reduce the VOlume of directory as~istance requests. 
The plan will be put in effect over a period of time, cxch~nge by 
exchange; and p~cific's cost savings will start being reflected in its 
pending general~ rate increaze proceeding and thereafter in future rate 
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tt cases. As the ch~rge plan is put in effect in exhanges, the present 
recorded message encouraging the use of directories will end. Pacific 
will make directories available to customers, in adGition to their 
local directories, to assist those who fre~uently use directory 
assistance to locate numbers in vicinities outside their local directory. 

On an average Pacific's customers USe directory assistance 
less than 7 times a month. Nin~ty percent use 10 or less tim~s and 
3S percent make no calls each montb. Once the charge plan iz 
implemented throu9hout Pacific's service area - over a period of 
about two ye~rs - there should be a reduced volume of calls to 
directory assistance and a resulting expensf!' savin9s fot Pacific .. 
The savings to Pacific will be recognized in ratesetting ane passed on 
to all customers when basic monthly rates are set. So in the future 
the expense savings may mitigate the need for rate increases. 

Pacific's Pro?os~; 
2acific, which docs not now c~rge for c~lls mace to 

cirectory assistance, requests ~uthority to imple~ent a directory 
assistance c~rge plan. Under Pacific's proposed pl~~, customcr­
dialed directory assistAnce calls in excess of a monthly free call 
allowance would be billed at 15 cents per call~ Dir~ctory assist~nec 

c:llls placed throuzh an "0" operato:- would be billed at 65 cents per 
call, with no free C:lll :lllowancc. ~~ere the custo~er cannot dial 
directory assistance and must go through an operator, the 65-ccnt 
ch3rs~ would not 3??ly. 

Calls to directory ~ssistance outside the subscribcr's loe~l 
area code, directly dialed calls originating at pay statior~, calls 
originating on lin~s furnished to hospitals for p~ticnt usc, and calls 
on lines furnished ~otels and hotels for guest use would no: b~ subject 
to a charge. Under the plan, Pacific would also exempt from any 
directory assistance charges the telephones of subscribers having 
phySical impairments which prevent them fro~ using telephone directories. 
Pscificwould continue to providc, upon request and at no charge, 
additional directories for exchanges within the subscriber's home area 
code. 
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Pacific's timetable would have the proposed directory 
assistance charge plan fully implemented throughout california 
within 30 months after ~pproval by this Commission. The recording 
now employed by P~cific to encourage subscribers to use their 
directories would be discontinued exchange-by-exchange as the plan 
is implemented. 
Pacific's Goals 

Pacific states that its proposed charge plan would achieve 
the following goals: 

1. Distribute more of the cost burden of 
directory assistance to those customers 
who generate a greater portion of the 
cost. 

2. Remove the recorded announcement now used 
to preface directory assistance service. 

3. Improve P~cific's cost effectiveness in 
providing telephone service to the public. 

4. Maintain the general level of telephone 
rates lower than they otherwise would be 
by reducing the directory assistance 
costs currently borne by the ratepayers 
at large. 

Public Hearings 
A total of 14 days of duly noticed public hearing were held 

in this proceeding before Administrative Law Judge James F. F~ley. 
On eight of these days, hearings for public witness testimony were 
held in the evenings or afternoons in the following cities: 
San Fernando, Santa }~, Los Angeles, San Diego, Fresno, Sacramento, 
San Francisco, and Oakland. These sessions were followed by six d~y$ 
of evidentiary hearings held in San Francisco and Los Angeles. Ibe 
matter was taken under sub=1ssion upon receipt of concurrent reply 
briefs on March 10, 1980. 
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ISSUES 
Statement of the Issues 

The following issues are involved in ~his proceeding: 
1. Should ~he cost burden of d1rec~ory ~ss1s~­

ance be redistributed among ratepayers? 
2. What should be the basis of the free call 

allowance? 
3. Is the proposed charge plan discrimina~ory? 
4. Should there be a concomitant r3te reduction? 
5. Does the charge plan meet ~he intent of the 

Legislature? 
6. Does the charge plan conform wi~h Commission 

policy? 
7. Is removal of the directory assistance 

recorded announcement a bona fide benefit 
of the charge plan? 

8. Is Pacific's cer~ification proposal burden­
some and demeaning to the handicapped? 

9. Will the charge plan result in ~he layoff 
of a large number of oper~tors? 

10. Is Pacific's directory service adeq~te? 
11. Was proper notice given in this proceeding? 

Redistzibution of Costs 
!be central issue in this proceeding is: Who should pay the 

costs of directory assistance? Should the general hody of ratepayers 
be required to cont~ue to pay these costs? Or should there be a charge 
which would result in a g~eater portion of the costs being borne by the 
specific customers who cause them to be incurred through a dispropor-

I 

tionately high use of directory assistance service? 
Pacific takes the pOSition that the customers who generate 

the costs should bear a more proportionate share of such costs through 
the implementation of its proposed plan of directory assistance charges. 
An alte~tive plan of charges proposed by the staff of the Commission's 
Communications Division supports this position; however, under the staff 
plan, directory assistance users would pay a somewhat greater proportion 

4It of the costs than under the Pacific plan. 
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E. J. Hacolrio, the expert witnesJ/ for the Commission 
staff, recommends that a directory assistance chArge plan should 
be adopted because it would redistribute at least a portion of the 
costs and because it would encourage efficient and restrained use of 
the service. Staff counsel, on the other hand, is less enthusiastic 
and "doesn't believe that the implement.:tion of the DA charge plan 
is worth the turmoil which would result if the application is 
granted." 

The pOSitions of all the: interested parties in this 
proceeding would see~ to favor the status quo, i.e., the present 
arrangement whereby the general bod1 of subscribers pays for the 
costs of directory assistance through, a rate strucCure which takes 
no cognizance of the extent of use by the individual customer. 

The cities of San Francisco, Los Angeles, and San Diego 
(Cities) jointly participated in this proceeding. They favor the 
goal of core equitably distributing a~ong customers the recovery of 
the costs of directory assistance. However, they oppose Pacific's 
proposed plan, contending that it would not achieve this goal but, 
rolther, that it would incre~se costs for both the ratepayers and 
Pacific and, in addition, would increase Pacific's net revenue. 

California ASsociation of Collectors (CAe) contenos t~t 
the plan fails to achieve substantially all of the goals advanced 

1,/ In addition to the opening brief filed by staff counsel, an 
opening brief was filed by Macario for the Communications 
Division. The cities of San FranciSCO, Los An~eles, and 
San Diego object to the filin$ of ewo staff br~efs and move 
that the Communications Divis~on's brief be stricken or, in 
the alternative, be given "zero weight". Macario entered a 
proper appearance in this proceeding as the representative 
of the scaff Communications Division; therefore, the motion 
is hereby denied. We are according Macario's'brief the same 
consideration as the other opening briefs. 
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by Pacific in justification of its proposal, including the goal 
of more equitably distributing the costs of directory service among 
its subscribers. CAC asserts that Pacific's plan would impose a 
he~vy surcharge on the very customers who now bear a 9reater 
proportion of the cost for directory assistance in their b3Sic 
service rates. CAC argues that the plOln would not relieve the cost 
burden from those who make little or no use of directory assistance. 
CAC further argues that Pacific's directory assistance rate plan, 
whet.l. applied to the COllection industry, wOl.1ld be unjust and 
unreasonaole. 

CAC proposes, as one of two alternative rate plans, that 
business cl.1stomers be charged 50 cents per month for unlimited 
directory service. We perceive that this CAC proposal would do 
nothing significant toward more equitably redistributing the cost 
burden among users. Light users and nonusers of directory assistance 
would continue to subsidize heavy users within the business and 
residential classes of service. 

Under CAC's other proposed alternative plan, business 
users would be given the option of purchasing, at a flat monthly 
rate, unlimited directory service or being included under Pacific's 
charge-per-call proposal. This proposal is not realistic for the 
reason that the flat rate would have to be set at an unattractively 
high level, thus discouraging any significant number of businesses 
from selecting this option. CAe's calculation of the revenues 
resulting from this alternative is based on an assumption that at 
least 20 percent of ?acific's business customers would take the 
flat-rate option. This assumption has a fatal flaw because only 
5 percent of business customers now exceed the proposed 20-call-per­
month allowance. 
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The Communicatiol'\s to70rkers of America (CWA) argues th.lt 
Pacific does not know the precise dimensions of its present 
inequitable cost distribution, i.e., who p~ys exactly what for how 
much service. Given this situation, CWA contendz that there 
is no way to determine how the ch3rge plan would adjust inequities; 
and that, in fact, the majority of customers would continue to 
subsidize the costs of directory service to an unknown extent. 

Pacific conducted studies of the uS~ge distribution of 
calls to determine who was responsible for generating the major 
portion of the costs of providing directory assistance. The results 
of these studies show that a small percentage of the total' 
subscriber body is responsible for generating a large percentage 
of the costs. Five percent of Pacific's subscribers make in excess 
of 20 calls per line per month and in so doing generate a 
disproportionate 40 percent of the hom~ area code directory assistance 
calls. The customers included within the S percent average 33 
calls per residence account and 37 p~r business account. Pacific's 
studies also show that 59 percent of the requested home area code 
numbers are listed in the customers' local directories. 

~'ihile the record does not permit a precise determination 
of the revenue and cost effects of Pacific's plan, It shows 
conclusively that the proposed plan would result in an equitable 
r~distribution of a significant portion of the costs, while still 
satisfying, without additional charges, the vast majority of 
telephone users' .directory assistance requirements by allowing 20 

calls per line per month. 
Free Call Allowance 

The Commission staff recommends that Pacific's application 
be granted with certain modifications which relate mainly to the 
basis of ~etermining the free call allowance. Pacific proposes 
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a monthly allowance of 20 calls per customer line, whereas the 
staff reco~~ends a monthly allowance of three calls per customer 
line with a minimum of 20 ~alls for each customer.. In determinin9 
the allowance for Centrex systems, both pacific and the staff would 
divide the number of stations by 10 to obtain an equivalent number 
of "lines" .. The staff allowance for Centrex systems would be 
considerably smaller. As an example, assume a Centrex system havin9 
1,000 stations. The staff would divide this number by 10 and 
multiply by three, resultin9 in a monthly allowance for the system 
of 300 free calls. Pacific would also divide 1,000 by 10, but it 
would multiply the result by 20, 9iving a monthly allowance for the 
same Centrex system of 2,000 free calls. 
Discrimination 

would Pacific's plan be discriminatory in that it generally 
would allow 20 free directory assistance calls for each subscriber 
line but would allow only two free calls per month for each Centrex 
station? 

~he Cities, all of whom are Centrex customers, contend 
that the record contains no support for the reduced free call 
allowance proposed for Cen~rex service and that therefore the 
plan would be inequitable, unreasonable, and discriminatory. The 
Cities, understandably, re9ard the staff's Centrex proposal as even 
more objectionable than Pacific's. 

A review of this Commission's pricin9 policy for business 
telephone service will serve to point up the weakness of the 
Cities' position on the discrimination issue. The Commission, in 
·pricin9 business service, has established the followin9 equivalent 

. monthly rates in metropolitan areas for the three main business classes 
of telephone service:~/ 

2/ The rates quoted are those which were in effect at th~ time 
of submission of this matter, March 10, 1980. 
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1. Individu~l lines. The monthly rate is 
$7.00 per month with an eo loc~l unit 
~llow~nce for each such line. 

2. PBX, trunks. The monthly r~te is $3.50 
per ~onth with ~ zero local c~ll 
~llow~nce for e~ch such trunk. 

3. Centrex. The monthly r~te per Centrex 
exch~nge access line, i.e., per Centrex 
station, is 35 cents. 

The Centrex e~uivalent trunk r~te of 35 cents per station 
was est:.blished by Decision No. 90309 d~ted Hay 22, 1979 in Case 
~o. 10191. In that proceeding, we derived the Centrex station 
r~te by me~ns of the following e~u~tion: 

PBX trunk rate $3.50 35¢ 
Average Centrex statlons per trunk· 10 • 

The divisor of 10 was determined from data which shows that there . 
are an aver~ge of 10 stations per ?EX exchange access trunk. 
Centrex service is equivalent to PBX service but it does not ern?loy 
trunks for exchange access. Accordingly, it is a valid r~tem:.king 
rationale that an equiv~lent number of Centrex "trunks" can be 
determined by dividing the number of Centrex stations by 10. Thus, 
the equivalent of two calls per Centrex station, as proposed by 
Pacific, is a fair and reasonable allowance in relation to the 
proposed 20 calls per PBX trunk. It is in no sense ine~uitable 
and discriminatory as alleged by the Cities. The directory ~zsistanee 
call allowances propo:ed by Pacific for each class of service are 
in effect identical. 
Conco:nit~nt Rate Reduction 

The Cities urge that if ~ charge plan is adopted, the 
Commission order a concomitant rate reduction for the benefit of 
nonusers of directory assistance. The Cities contend that any 
resulting decrease in revenue requirement should be flowed back to 
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tho~c r~tc?~ycrs who do not use their free directory ~ssict~ncc 
~llow~nce; that otherwise the net effect would be to incre~ce 
Pacific's e~rnin9s with no rate reduction for the low volume uscr: 
of directory Dssist~ncc. 

The Cities take the position that Pacific's request 
constitutes ~ r~tc ~??lication but that the showing requireo by 

1.)· .... for the granting of .:l r.:ltc incrc,,"se is rnissing. CP.C, C;':l ... , ~nd 

Toward Utili ty Rate Normaliz;.,tion ('l'OR~) :.11so t~ke substantilllly 
the same position. Eoch of thece parties points out that the plan 
should, but fails to, provide for a conco~itant r~te reduction. 

,.. l ' ':)' r.'. h~' 1 ~'l ' r.ccor(:.l.ng to j; .. \Cl..;lC S SC. el.lu e o. l:np ement~tlon I 

the charge ?l~n would not be fully effective throughout its service 
",reo until ,,"bout 30 ~onths after the Commizzion's order. It would 
thus be ~2 months from the e:fectivc dote of this ordcr before the 
plan will h~vc been in full force st",tewide for", one-year perioe. 
P~cific would not begin to receive revenue until some time between 

" 

six and lS months. According to Exhibit 13, bec~use of nonrecurring 
st~rt-up coztz (to be amortized over n two-ye~r period) and 
recurrins costs, the net revenue cffcct~ of the plan would not 
become positive until some time between the 18th ~nd 30th month. 

The ex,,"ct amount and the precise timing of the ultim~te 
net revenue effect of the charge plan need not and, in f~ct, cnnnot 
be determined ~t this time. The revenue effect cannot now be 
cetermined because it will be a direct function of the re~ulting 
rc?rcssion in usage which will be unknown until ~fter-the-f~ct 

rneasureme~ts ore made. At th~s time, there is no good reason I 
to order a concomitant reduction in rates ~nd no souno b~sis exists 
for the determination of such n reduction. ~ 

Further, ample opportunity to review thc'plan nnd its I 
rcvcnue~effects will be afforded in the pending general rate ! 
proceeding, Application No. 59849, and during the course of the 1983 

" 

review of the charge plan required by Section 776 of the Public 
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Otiliti~z Code. We expect both Pocific ~nd the zt~ff to 
develop ~nd ~n~lyzc fully the cost ond revcnu~ effect~ of the ~ction 
we ~re toking tod~y in the cour~e of hc~rinsz on A~plic~tion No. 59Z49 
and in subsequent r3tc procecdingc. 
I~tent ~f ~egi51~tur.e 

Assembly Bill 3363 signed into law on August 31, 1978, 
~oclificcl Section 776 of thc Public Utili tics Code to prohibit 
charging for oirectory ~szistancc until Januory 1, 1979. Assemoly 
3ill 43 effective January 1, 1979, which further modified Section 776, 
permits ch~:gins for directory assist~nce in excess of 20 c~llz 
per customer per month; it requires the removal of the recorded 
~nnou~cemcnt when charging is introduced; and it providcc for this 

tt Commission to review in 1983 the results of any adopted charge plan. 
The Cities t.:lkc the position that the Commission staff 

~nd, to a lesser extent, Pacific ore ~ttcmpting to subvert the 
legislative i~tent expressed in Section 776. CK1\ takes .) 
substa~tially similar position regarding the staff ?ro?os~l. 

The Cities contend that the legislative intent was to 
give every pcr~on who h~d ~ telephone in hie home or on his desk 
20 free directory ~ssist~nce calls per month. They ~r9ue that to 
base the call allow~nce on the manner in which a p~rticul~r 
telephone is accessed to the public network would subvert the' 
legislative intent by giving .:l..n improper co~notation to the word 
"customer". The Cities' argument fails because, as discussed under 
tbe issue of "Discrimin~~ion", 41bovc, the ?roposed crJll allowa~ces 
are in effect icl~ntic~l. 

We ~rc of the opinion that Pacific's free call ~llowance 
?ro?ocal complies with lcgis14'ltive intent. The staff's proposol 
of thrce c~lls per line, on the other hano, appc~rs to fall short 
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of fully meeting the intent. Accordingly, we will adopt Pacific's 
free call allowance proposal, and we will reject that of the 
staff. 
Commission policy 

CWA and TORN refer to Decision No. 86082 dated July 7, 1976 
and undertake to advance the proposition th~t in this decision the 
Commission established policy guidelines for directory assistance 
charge plans and that Pacific's proposal does not conform to these 
guidelines. TORN cites a portion of the decision which reads, 

"We feel that the use of directory assistance 
to obtain up-to-date, accurate listings for 
subscribers who may not have a current 
listing in the directory is fully legitimate 
and should continue to be available without 
charge." 
Decision No. 86082 was ~n interim opinion in Case NO. 10085, 

which was an investigation instituted on the Commission's own motion 
into the matter of whether California telephone utilities should 
adopt directory assistance charge plans. That decision limited 
the scope of our consideration of directory assistance charge plans 
at that time in that investigation. 

During the pendency of the investigation under Case 
No. 10085, the Legislature enacted Assembly 3ill 43 (supra), which 
amended Section 776 to permit the Commission to authorize a sep~rate 
charge for directory assistance. As a result, the Co~ission, in 
Decision No. 91027 dated November 20, 1979, discontinued the 
investigation. In that decision we made the follOwing finding: 

"2. Issues involving directory assistance 
charge plans can be more properly 
explored in individual utility 
applications." 
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Pacific, in response to our expressed ~ntent in Decision 
No. 91027,.-has filed this application requesting authority to 
ioplement a directory assistance charge plan. No merit attaches 
to the arguments of CWA and ~~ res~rding the intention of this 
Commission. Each has quoted Decision No. 86082 out of context. 

The proposed charge plan is a form of use-sensitive 
pricing. We h~ve heretofore enunciated a policy of favoring 
use-sensitive pricin9 in telephone ratemaking. For example, in 
~ecision No. 87584 dated July 12, 1977 we ordered implementation 
of single-message rate timing for local calls. The decision stated 
the policy that we seek to distribute the cost of telephone service 
more equitably among subscribers by requiring those with the 

4t greater telephone use to pay proportionately more for their service. 
Authorization of P~cific's proposed charge plan will further this 
policy. 
Recorded Announcement 

To encourage customers to use their directories prior to 
calling directory assistance, Pacific began the use of a recoraed 
announcement in 1976. The announcement, which refers the customer 
to the published directory, is imposed upon all users who dial 
local assistance, before the operator comes on the line. 
Although this measure h~s reduced the number of calls to directory 
assistance, recent studies by Pacific show that call volumes 
increased by over 5 percent durin~ the last yet:lr. 

One of the stated 90als of Pacific's charge plan is to 
remove the recorded announcement. C~A contends that nothing 
prevents Pacific from removing it forthwith. ~JA contends that 
"Liber~tion from the recorded announcement is a frivolous 90al." 
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':i:'he record does not bear out O~A's eontention. Pacific's 
actual experience indicates that removal of the recordin9 would 
cause an upsurge in directory assista~ce calling volumes. ~he 

probable results would be twofold; one, Pacific's directory 
assistance capabilities could be overwhelmed; and two, the eosts 
of providing directory assistance would be further increased. ~e 

regar~ the removal of the recorded announcement as a tangible 
service improvement which would be made practicable by implementation 
of the charge plan. 
Certification of the Handicapped 

Pacific does not intend to charge physically impaired 
customers who are unable to use telcphone directories because of 
visual or other handicaps. The proposed tariff for directory 

41 assistance attaChed to its application contains the following 
exe:nption: 

~Physically Impaired. A service may be exempt 
for Dlrectory ASslstance charges if it is 
provided for the use of an individual who is 
unable to use a tele?hone directory duc to 
visual or other physical limitations as 
determined and certified to by cornpete~t 
authority. Competent authority shall be 
medical doctors, optometrists, registered 
nurses, therapists, professional staff of 
hospitals, and appropriate public agencies. 
Exemption will be 9ranted upon receipt of a 
completed exemption form, provided by the 
Telephone Comp~ny, certifyin9 the applicant's 
imp~irment. A letter si9ned by competent 
authority may be used in lieu of the form. 
When ~hese condi~ions are met: 

" (a) Residenee service mlly be exempt 
when a member of a household cannot 
use the directory due to a certified 
visual or other physical impairment. 
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"(b) A separately billed business serviee 
line may be exempt when it is 
provided for the use of a person with 
a eertified visual or other physieal 
impairment. 

"(c) A certified physically impaired person 
m~y make Directory Assistance calls 
from any telephone and charge to their 
own telephone number (3rd No. charge) 
or to ~ regular telephone eredit eard 
assoeiated with their own telephone 
number." 

?aeific's proposal to use third-party certification drew 
considerable fire during the hearings. In support of its propos~l, 
Pacific states that the exemption proposal was made in response 
to requests from v~rious organizations for the handica?~ed. Pacific , 
also relies on the approval aceorded third-party eertification 
in this Com~ission's Decision NO. 90642 dated July 31, 1979 in 
Application No. 58223. There the Deaf) Counseling) Advocacy and 
Referral Agency (DCARA) had proposed self-certification to obtain) 
at reduced rates) teletypewriter service for hearing-iQ?aired and 
sp~ech-1mpaired subscribers. In response to that proposal) the 
Co~ission stated: 

"Because of the wide potential for abuse, not 
by the handicapped but by others, we cannot 
authorize self-certification. It is entirely 
in the interest of the handicapped users to 
maintain a reasonable system of certification, 
as extensive abuse can lead only to the 
termination of the reduced rates. We share 
the concern of ~CARA that certification net 
be more complicated or costly than necessary." 
In the present proceedings, the opponents of a pro;ram 

of third-party certification contend, variously, that such a program . 
would be degrading: that it would be an unconstitutional invasion 
of the ratepayer's right to privacYi and that the program would 

~ require development of a handicapped-persons list, which could be 

compromised. 
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~';e do not find merit in any of the above contentions 
against third-party certification; however, we perceive that such 
certification would be inconvenient as well as relatively expensive. 
~e are dealing here with service considerations and costs entirely 
different in nature and magnitude from those presented in the 
matter of reduced rate teletypewriter service. In directory 
assistance we have a service which is almost universally usee 
and which is now availaole at no ex~ra charge. In these respectz 
it contrasts with teletypewriter service, which, in each individual 
case, involves significant original equipment costs and continuing 
maintenance costs. Given these considerations, teletypewriter 
service is not a reasonable area in which to have self-certification 
because the economic effects of abuse of self-certification by 
the nonhandicapped could be significant. 

Unlike teletypewriter service, directory assistance. 
appears to b~ an area where self-certification would be workable 
and, indeed, highly desirable. The record indicates that abusers 
of self-certification for directory assistance would not have a 
significant effect on Pacific's revenues; therefore, the order 
herein will provide for self-certification by handicapped persons. 
Pacific's experience with this self-certification provision will 
be reviewed by the Commission and will be subject to change should 
it develop that abusers of self-certification produce ~ cost burden 

I 

for the general ratepayer. 
Operator Layoff Effects 

The Cities, TORN, and ~~A contend that p~cific's estimate 
of repression of directory assistance call volumes is too low and, 
hence, it underestimates the reduction in operator positions which 
would result from the plan. ~:A asserts that Pacific's estim~ted 
repression factor of 3 to 10 percent is out-of-line with the actual 
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exp~rience of the Bell operating comp~nies which have implemented 
directory assist~nce charge plans. CWA alleges that in 10 
jurisdictions where charge plans have been authorized, repression 
has ranged from 43 to 60 percent. 

CwA represents approximately 5,000 directory assistance 
operators in California. Using repression levels of 3 to 10 percent, 
Pacific estimate-s that from 150 to 500 of those operators would 
be affected but that no layoffs would result. ~:A, using what it 
regards as more realistic repression levelS, introduced testimony 
to the effect that as many as 3,500 workers could be displaced, a 
number that would trigger layoffs. ChA argues that charge plans 
have drastic employment effects and that the burdens pl~ced upon its 
members would far outweigh any benefits accruing to either the 
general ratepayer or to Pacific. 

rtie are not convinced of the validity of CWA' s repress,ion 
estimates. Basically, ~jA averaged repression estimated relatee 
to 'the introduction of directory assistance charge plans in a 
number of other state jurisdictions. The record inclicates that tne 
circumstances in those jurisdictions are sufficiently different to 
prevent them from biing relied upon as representative of the 
California situation. In particular, none of the jurisdictions in 
the CWA sample had a recording prior to the imple~entation of 
the charge plan, ~nd the majority had a call allowance of five and 
a charge of 20 cents. We are of the opinion, therefore, that the 
repression level of 55 percent estimated for California by ~rA's 
Mr. Glynn is unrealistically hi9h. 

Althou9h repression cannot be foretold closely enough 
for accurately predicting the revenue effects of the charge ?l~n, 
a reason~ble estimate of the order of magnitude of repression may 
be made for purposes of evaluating probable operator layoff effects 
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on the ?acific system. The record shows that Pacific's estimate 
of ~ repression range of from 3 to 10 percent for its California 
operations is b~sed upon extensive study and research. We arQ of 
the opinion that it may reasonably be relied upon for purposes of 
evaluating the effects of the charge plan on operator force. 

The record also shows thQt directory assistance call 
volu~es in California are now 15 to 20 percent lower than they 
would be had not Pacific implemented the directory assistance 
recording.11 Pacific estimates that directory assistance volumes 
under its proposed ch~rge plan will thus be in the range of 18 to 
30 ?ercent less than such volumes would be without the recording 
and the charging. 
Adeguacy of Directory Service 

A number of the interested parties, in particular TUR~ 
and CAe, question the adequacy of Pacific's directory service, 
contending, in effect, that the charge plan should not be authorized 
because of the shortcomings of the published directories. These 
shortcomings may be broadly categorized as follows: 

(1) The directories are published once per 
year. They are never completely current, 
even when newly distributed. 

AS Pacific points out, the net directory assistance expense 
savings that resulted from use of the recording were 
reflected in the test year results adopted by the Commission 
in Pacific's general rate Application No. 55492. Thus, the 
savings were passed on to Pacific's ratepayers in the form 
of rates at a level lower than otherwise would have been 
authorized. 
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(2) A considerable portion of all directory 
3ssist~nce requests rel~te to listings 
not found in the subscriber's local 
directory, and the set of directories 
needed to blanket a subscriber's area 
code would be difficult to manage. 

(3) At times, some directories may not be 
available upon the request of the 
subscriber. 

with respect to the first category of shortcomings, it 
would be impossible to achieve comple~ely curren~ directories, 
even by publishing directories at more fre~uent intervals, and no 
basis is provided by this record for requiring more frequent 
directory publication. CAC and the Commission staff, however, 
propose a possible solution for large business users in the for~ 
of a fee service which would provide microfilms of ~he directory ," 
supplemen~s u~ilized by Pacific to update directory assis~ance 
operator records. Pacific counters ~hat Mountain Bell Telephone 
in Utah offered such a service, but it was discontinued because 
of a lack of usc. 

Pacific states that it has initiated a market survey to 
determine whether heavy users of directory assistance would desire 
an alternative method of Obtaining telephone numbers. This survey 
is intended to identify the type of service Which could be 
successfully used as a supplement to directory service for heavy 
users. Pacific contends that such a survey is necessary to avoie 
a marketing failure similar to that which occurred in Utah. Throu9h 
this process Pacific states that it will be able to determine 
whether there is sufficient demand for directory supplements 
without incurring the ex?ense of what could prove to be an 
unsuccessful trial. 

As a compliance item in this decision, we will require 
Pacific to file with the Commission the res~lts of its su~vey. 
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~he Co~~ission staff is hereby directed to review those results 
and to monitor the operation of any directory supplement service 
which Pacific may undertake to offer. ~he Commission will ev~l~~te 
the efficacy of any directory supplement program established as 
part of the 1983 review mandated by the Legisl~ture in Se~tion 766 
of the Public Utilities Code. 

Re9ardin9 the second category of directory service 
shortcomings, Pacific holds itself out to provide upon request, at 
no charge, 
area code. 
number and 

copies of any and all directories within a customer's 
As opponents of Pacific's proposal point out, the 

bulk of -the directories for some area codes would, in 
their aggregate, be cumbersome. However, the typical resieential 
or business user certainly does not require such an array of 
directories. The user who does is the exception rather than the 
rule, and it should not be out of reason to e~peet that the user 
with such a wide-rangin9 calling pattern would be able to 
acco~~odate and to utilize effectively the directories he re9~rds 
as necessary. 

David Michael Vartanoff appe~ring for.himsclf, stated 
that the multiple directory problem might be mitigated by using '. 
a '~orough plan for directory aSSistance, similar to tr~t employed 
by the New York Telephone Comp~ny.'~/ He testified that: 

The Commission takes official notice of New York Telephone 
Company Tariff P.S.C. No. BOO-Telephone, as on file with the 
New York Public Service Commission. ~hat tariff provides for 
a charge for all calls to directory assistance in excess of 
a three-call aIIowance. Eowever, prior to the effective date 
of that tariff, September 1, 1975, there was no charge plan 
in New York for directory assistance service. 
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"Under the plan, '411' is use6 only for assistance 
finding numbers within a borough. rather than 
within the entire 212 area code. Directory 
assistance for other boroughs within the area 
code was reached by dialin9 555-1212. Since 
New York, because of its immense population, 
h~s several white pages directories for its five 
boroughs, callers were saved the need for 
keepin9 multiple telephone books at hand." 
TU~! urges implementation of a form of Vartanoff's 

sU9gestion whereby Pacific would program its electronic switching 
systems (ESS) to eliminate charges for numbers not contained in a . 
ca~ler's local directory. The evidence of record indicates that 
ESS machines could not be programmed to make the necessary 
differentiation without a redesi9n of the machines. 

In its openin9 brief TOm: also ur9~s an alt~rnative 
BSS program (also sU9gested by Vartanoff) which would entail the 
establishment of two information numbers, one of which would be 
for numbers outside the caller's local directory. ~irectory 

assistance calls made to that number would not be subject to a 
charge. The record indicates that Pacific conducted research on 
this alternative and, as a result, concluded that it would be more 
expensive to implement than the plan proposed herein. Pacific 
points out that, in addition to its cost, this alternative program 
would fail to promote the goal of cost redistribution. If such 
numbers could be obtained without charge, it would diminish the 
plan's ca9ability of redistributing the cost of directory assistance 
to the users responsible. Onder Pacific's proposal only 5 percent 
of the subscribers would incur directory assistance charges; 
therefore, even thou9h requests for numbers outside a caller's 
local directory would not be exempted, the .great majority of 
subscribers would not be charged for such calls because they do not 
exceed the free allowance. 

-21-



A.5S9l8 ALJ/km/ek 

Regarding the third category of oirectory service 
shortcomings, Pacific in its proposal states 'that all telephone 
directories in a user's are~ code "will be provided upon request, 
subject to availability." :he evidence indicates that at times 
eertain directories may not be ~vailable through no f~ult of the 
subscriber. The order herein will require Pacific to reeord by 
directory edition the number of requests under this holding out 
which are not fulfilleo on account of "nonavailability". ~he 

Co~~ission will evalu~te such records as a part of the 1983 review 
required by Section 766. 

We are of the opinion that Pacific's present directory 
service is, overall, adequate and reasonable. Nothing in 
this record supports a contrary finding_ The level and kind of 
service now ?rovided by Pacific is consistent with the proposed 
charge plan. 
Notice 

TORN raises the question as to whether proper notice was 
given in this proceeding because Pacific's customers were not 
notified of the times, dates, and places of hearing by bill insert. 

Rule 24 of the Commission's Rules of Practice and 
Proceaure governs in this instance. That rule requires that 
customers be notified of the filing of applications by bill inserts. 
The facts are that Pacific after filing on June 6, 1979 the 
application we are here considering, completed the mailing of the 
required bill inserts on July 17, 1979. The bill inserts advised 
Pacific'S custom~rs to contact this Commission if they desirea 
notification of the hearings. 

The rule governing notifieation of hearings for 
applications is Rule 52{2) and (3) _ Part (2) requires the utility 
to give notice of hearings: 
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..... not les~ th~n five nor more than 30 days 
before the date of hc~ring, to entities or 
petsons who ~~y be ~:fectcd thereby, by 
posting notice in public places ~nd by 
pu~lishing notice in a ncwspapc= or newspapers 
of gener~l circul~tion in the ate~ or areas 
concerned, of the time, date, and place of 
hearing. ?roof of pu~lication' ~no sample 
copies of the notices zb~ll be filed at or 
before the hearing." 

, Pacific complied with this requirement and filed proof 
of such compliance with the Com~ission. Part (3) of Rule S2 requires 
applicants to provide such additional notice as required by the 
presiding officer. At the prehearing conference, the prcsidin9 
Adminis~rative Law Judgc instructed Pacific to respond by letter to 
those persons who h~d requested either ~acific or the Commission to 
notify them of the time and place of hc~rin9s in the matter. 
Pacific was ~lso requestee to distribute announcements of the 
public hearings to radio stations. ?~cific complied with this 
request, and it furnished the Commission with a copy of the 
announcement and a list of the radio stations contacted. 

Findings of F~et 
l. Growth in directory ~ssistan~e call volumes and the 

effectz of inflation have ~ubstantially increased the costs of 

providing directory assistance service. 
2. The costs of providing directory assistance zervice are 

part of ?acific's operating expenses which are allowed: for 

rate~aking purposes. 
3. Under present ~rrangements, the costs of dir~c:ory assistance 

service are borne by the general oody of ratepayerz without proper 
consideration being given to individual use of the service. 
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4~ A very small percentQge of rQcific's customers make Q 
disproportion~tely large number of c~lls to directory assistance 
and, thus, make ~n exe~ssive contribution to the costs of the 
service~ 

5. Of the total volu~e of ho~e area code directory assistance 
calls, the ~ajority are requests for listings available in the 
eusto~er's loc~l directory~ 

6~ Pacific's use of ~ recorded announcement to encourage 
customers to use their directories prior to calling directory 
assist~nce has significantly reduced the rate of growth in 
directory assistance call volumes~ 

7. Charging for directory assistance will be more equitable 
than present arrangements because more of the cost burden of the 
se,rvice will be distributed aDlong 'Chose custo~ers who generate a 
greater portion of the cost. To the extent that heavy users are 
charged for directory assistance calls in excess of their monthly 
allowance, the cost of the calls thus charged will no longer 
be a burden on those who make little or no use of directory 
assistance. 

8. Implementation of the charge plan will permit Pacific 
to remove the recorded announcem~nt without causing a conc~rrent 
upsurge in directory assistance call volumes. 

9. The proposed charge plan will improve the effectiveness 
of the expense dollars used to provide directory assistance 
service. 

10. Charging for directory assistance will keep b~sic 
telephone rates lower than they otherwise would be by reducing the 
directory assistance subsidy now being paid by the gener~1 body 
of ratepayers. 
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11. The charge plan will encourage customers to use their 
local directories, thereby reducing the cost of providing directory 
assistance. 

12. No concomitant rate reduction is necessary at this time. 
!he reduction in the cost of directory assist3nce and any net revenuc 
increase resulting from the charge plan will be reflected in the 
results of operations used by the Commission to determine Pacific·s 
net revenue. AS the plan is implemented, exchange-by-exchange over 
an extended period of time, expenses will drop and net revenues 
increase. While the resulting change in net revenue may not be 
large in relation to Pacific's overall operations, its effect will 
be to reduce Pacific's additional revenue requirement in any future 
rate proceeding. Thus, the present directory assistance subsidy 
paid by the general body of ratepayers will be reduced. 

13. Pacific's proposed basis for determining the free call 
~ allowance is reasonable and is consistent with Public Utilities 

Code Section 776. 

14. A monthly allowance of two free directory assistance calls 
per Centrex station is not discriminatory. 

15. The proposed charge plan is consistent with the enunciated 
telephone regulatory policies of this Commission and, in particular, 
with the policies stated in Decisions Nos. 86082, 87584, and 91027. 

16. PaCific's estimates of the repreSSion and revenue effects 
of the proposed plan are reasonable and are adopted for purposes of 
this decision. 

17. Charging for directory aSSistance calls according to the 
proposed plan should not result in the layoff of a significant 
number of operators. 

18. The record herein indicates that self-certification by the 
handicapped will have no significant effect on Pacific's revenues. 
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19. Self-certification will be more convenient for the 
handicapped subseriber than third-party certification. 

20. Pacific's directory service is adequate, and it does not 
present inadequacies which would bar the Commission from authorizing 
the proposed charge plan. 

21. Proper notice to the public w~s given by Pacific. Pacific 
fulfilled all notice requirements for this proceeding. 

22. !he charge plan and the included rates authorized by this 
decision are justified and are reasonable. Present rates and charges, 
insofar as they differ froQ those prescribed by this deciSion, arc, 
for the future, unjust and unreasonable. 
Conclusions of Law 

1. The Commission should authoriz~ Pacific's proposed directory 
assistance charge plan as modified by the order herein because it 
meets the requirements of Section 776 of the Public'Utilities Code. e 2. Pacific's eXperience with self-certified exemption for the 
handicapped should be reviewed by the Commission in connection with 
the 1983 review ef the charge plan required by Section 776 of the 
Public Utilities Code. 

3. Pacific should be required to maintatn records by directory 
editions of the number of home area code directory requests which are 
not fulfilled. 

4. Pacific should be ordered to file with the Commission the 
results of the market survey it has undertaken regarding a supplement 
to directory service for heavy users of directory assistance. 

-26-



A.58918 ALJ/ks * * 

ORO E R 

IT IS ORDERED that: 
1. The Pocffic Telephone and Telegraph Company (Pacific) is 

authorized to file with this Commission, within ten days of the 
effective date of this order and in conformity with the provisions of 
General Order ~o. 96-A, revised tariff schedule~ to establish the 
directory assistance charge plan proposed in its ~pplication, modified, 
subject to stoff approval, to provide for self-certification by the 
handicapped for exemption purposes, and to progressively apply the 
revised tariffs throughout its service territories to be completed 
by December 31, 1982. The effective date of the revised tariffs 
shall be no less than ten days after the dote of filing_ 

2. Pacific sholl maintain records by directory editions of the 
number of home arca code directories not provided although requested 
by subscribers. 

3. By December 31, 19_e~,_~~~~~i_c $ha~~_._3..~~,~_~~.~:.~e _.c~_~~i~.~_~<:>~t __ ~ __ y 
Docket Off{ce~-;z '.l~-co~pli".:tncc filing in this proceeding, an Ori9in.31 and 12 
conformed copies of the results of its current market survey regarding 
supplemental dircctory service for heavy USers of directory scrvice, 
and Pacific sholl servc a copy on all appearances to this proceeding. 

4. By January 1, 1983 P~cific shall file with the Commizsion's 
Docket Office:, as a compli<lnce filin9 in this proceeding., on or i9 inal 
and 12 conformed copies, with copies served ~n ~ll appearances to this 

-proceeding, of J. report on the effects of the dir~ctory assistance . .- -.. 
(D~A.) charg~ p1an.auth~rized herein.coverin9 the followin9: 

~. 
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~. Effects on D.A. c~ll volumes ~nd cozts. 

b. Customer ch~rges for O.A. service both in 
tot~l ~nd charge distribution by number o! 
cuStomers. 

c. Customer ~ccept~ncc. 
d. P~cific's recommended modificutions to the 

plan. 
The effective d~tc of this order ~h~11 be thirty days 

~fter the cztc hereof. 
O~ ted AtJr:: -1,9 199" , at S~n Francisco, California. 

Comm1s:s1onor R1c~ :). (;r:1volltl. bfJ1'!lE; 
:'H~e$~~r1'ly b.~:;ent. 414 no't. ~arT.1e1~'tO 
1D ~~ ~1spps1t1on o~ th1: proco~~1~ 
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APPEND!X A 

LIS~ OF AP?E~RANCES 

A?plic~nt: Christopher L. Rasmussen and Cathy L. Vulentine, Attorneys 
at 1aw, for The p~cific Telcphone and Telegraph Company. 

Protestants: Virgil Ed Duncan, Greg Roberts, and Buddy Kindle, for 
themselves. 

!nterested Parties: Robert S. Lukenbill and Xichae1 A. Colicigno, 
for the County of Los Angeles; Llnda S. Robertson, Attorney at 
Law, for David ~~. Vartanoff: Davld t-llchael Vartanoff, for himself; 
Burt Pines, City Attorney by Ed Perez, Deputy city Attorney, for 
City of Los Angeles: Edmond F. gisho~ and Ruth Benson, Attorney 
at Law, for Communic~tlons ~\:orkers ot America: Ann !~ur?hy, 
Attorney ~t Law, for Toward Utility Rate Normalization: John 3essey, 
Attorney at Law, for the California Association of Collectors: 
John V':. \'iitt, City Attorney, by Tf:illiam S. Shaffran, Deputy City 
Attorney, for the City of San Diego: George Agnost, City Attorney, 
by ~eonard L. Snaider, Deputy City Attorney, for City and County 
of San Franclsco: wlllia~ L. Knecht, Attorney at Law, for thc 
California Interconnect Association: Lawrence Marcelino, for the 
California Council of the Blind; Jim McGlnnls, for the National 
Federation of the Blind: and Rivka Sigal and Edward L. Blincoe, 
for themselves. 

Co~~ission Staff: Elinore C. Morgan, Attorney at Law, ~ibor I. 
Toczauer, and Ermet Macario. 



~-27/i 
A.jO ....... ~-D. 

CO~~1ISSIONER CLAIRE T. DEDRICK, concurring: 

I concur. 
Misuse of the Directory Assist~nce Service by 

a minority of telephone customers is ~ recorded fact. 
In ~n effort to prevent this misuse, the recorded message 
was adopted. This method wastes customer and sy~~,em time 
and penalizes the majority of customers for the benefit of 
a few. 

The present order follows legislative direction 
and allows 20 free calls to 411 and no recorded message. 
The record shows that only 5% of customers make more than 
20 directory ~ssistance calls and that those account for 
more than 40% of all directory assistance calls. 

Currently all ratepayers pay for this misuse by 
the minority of customers. This order makes sure that the 
user, not the general ratepayer, pays . 

. -~~tL~~ CLAIRE T. DED~ --------

San Fr~ncisco, California 
August 19, 1980 

Commissioner 


