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93127 JUN 21981 Decision -----
BEFORE 'mE POBtIC 'OTILITIES COMMISSION OF THE STATE OF CALIFORNu 

In the Matter or tne App1.1eat1on 
ot" THE PACZFIC ~ONE .AND 
TELEGR.APH COMPABY' ~ a corpora.tion, 
tor &uthori t::/ to jJlcrease certain 
intrastate rates and charges a.ppli
cable to telephone services tu~shed 
1dtb.1n the State or CalUornia. 

Investigation on the Commissionts 
own m.otion into the ra.tes, tolls" 
rules, charges" operations" costs, 
separations, inter-company settlements, 
contracts, service, and facilities ot 
'!'BE 'PACIFIC TELEPHONE AND TELEGRAPH 
COMPANY" a. Cal1t'orn1a corporation; 
and or all the telephone corporations 
listed in Appendix A, attacnecl h.ereto. 

Application No. 58223 
(Filed July 14, 1918) 

(see Decision 9064~ for appearances.) 

SUPPLEMENTAL OPINION ON RE'FUNDS 

Decision (D.) 92103" dated Feb%"tULI'Y 18" 1981" ordered 
The Paci:tic Telephone and Telegraph Company (Pae1r1c) to refund 
overeollect~ons or $20.9 ~~on. !he overcollection resulted 
rrom th.e additional 90-d~ del~ authorized ~ D.909l9" :tor 
implementing. the Zone Usage Measurement (ZUK) plan ordered in 

D.go642 (Appl1ca.tion 58223). 
Ordering Paragraph. 1 or D.92703 ordered' Pacific to file 

tor Commission approval Within 30 d~s of the effective date ot 
D.92103 & plan to refund the $20.9 million plus interest. In 
compliance With. this ordering paragraph~ Pacific tUed its proposed 
Refund Plan on April 16, 1981, 'Which is attached as AppendiX A. 
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A.58223~ OII 21 e/kn 

The proposed Retlmd Plan by Pac1t'ic~ nth. 'but one 
exception expla.1ned in the next pa:ragraph~ is 1:c. accordance with 
D.92703. It proVides retunds to customers receiVing service on 

March 20~ 1981 (the effective date of D.9270~) who were subject 
to the ZUM plan. The re!'und Y.1.11 be distributed on a pro rata. 

basis using monthly recurring eXchange cha.rges~ Interest~ com
Pounded montl:lJ.y ~ on the basic retwld amount overcoll~cted f'rom 

January 8> 1980 to March 22, 1980 w1.ll be computed using the 
Federal Reserve Commercial Paper Rate 3-Montn Prime, as spec1!1ed 
ill Ordering. Paragraph 2. Re:f\mds will .commence W1 tll1n 90 days 
ot the refUnd order. The proposed format for the reporting 
requirements shoWing the retwlds distributed wi tb.1.n 90 days after 
the distribution date, as re~red by Ordering Paragraph 3, is 
also proVided 1:c. Appendix A. Except ror Pacific's incorrect 
~terpretat1on or the settlement impact on General Telephone Comp~ 
(Genera.l.), which Pacific attempts to rationalize in Appendix :8-, 

Intrastate Set.tlement EUeets ot Pacific's Ref'und ~ the proposed. 
Refund Plan is reasonable and w:Lll. result 1n an eqm.t&ble return 
or charges to ZOM customers. 

In Appendix B~ Pacific incorrectly interprets the 
COmmission's intent in D.92103. As sta.ted on page 11a (m1meo-) 
of D.92703, the overeollection was $21.6 m1l110n~ less $0.1 million 
General settlements~ to produce $20.9 million overcol1ect1on by 

Pa.c1t'ic - Instead of retundj.ng exchange revenue oy the $20.9 m.ll.llon 
which we determined is the net revenue (atter settlements)~ 
Pacif1c proposes to compute its settlements With General as 1~ 
the $20.9 mjJJ10n were aetuaJ'y tne difference between zu.K rates 
and the measured local and multi-message charges that were in 

et'f'ect prior to the ZUK implementation.. Pacific is in error, 
since the $20.9 million is the ne~ (to P8C1t~~) ot t~e overcollect1on 
ot exchange revenues !rom January 8~ 1980 to Karch 22, 1980 .. 
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Pacif1c's method would require recomputing Pacific's settlements 
~tn California independent telephone companies> where applicable. 
~s not only creates complieations which the Commission ~sbed 
to avoid cut results in General's be1rlg forced t<> c0l?-tr1bute a 
portion ot the $20.9 m1111on·wnien Pae1t1c overcollected. It is 
not equ1table tor Gener&l to share a turttler oollgat1.on WlUC!:l. 

only PacU1c 1ncurrec1. 

The Commission :Ln D.92703 1ntended tor Pac1t'ie to reduce 
its excbange revenue by tbe amount of the refund. As noted 1n 

that decision" the excess revenue was collected as a s~ple result 
ot the !a.1lure to implement the decreases 1n measured loeaJ. .end 
multi-message ra.tes to Z't1M concurrently" nth tlle intended increases 
in exchange rates and term:1 nal equipment in Pacific's rate increase 
granted in D.90642. In order to make the ret"ond eas1er and less 
costly to adm1 n:1ster, the Commission ordered the alloca.tion ot 
refunds to be based on rec~ exchange charges" as it had done 
in prior telephone refunds. Pacif1c should, there!ore~ reduce its 
exeb.s:oge revenue by the amount 0'£ the refund" wh.1eh. would not 
require recomput~ the settlement effects ~n otner independent 
telephone companies. 
Findings of Fact' 

1. The proposed Retund Plan ot Pacitic ~ Appendix A provides 
for 8. re&SOnaOle return or charges to. arfected ZUM customers. 

2. Paeif1c's proposal o~ how it should charge the over
collected revenues, wb.1ch is expla.:1Jled in Appendix :S". is based on 
an 1ncorrect interpretation ot D':92703. It' 1mplemented~ it also 
would create an inequity by rorcing other independent telephone 
companies to share in a refund which is solely Pacific's obligation. 

3. The correct interpretation ot D.92703 requires Pacific 
to retund exchange revenue or $20.9 million plus 1nte.rest. The 
amount or refund deducted trom its exebange revenue categor,y is 
exclusive ot' the mult1-message uo.1t operatiOns> wb.1cb. are now 
Zones 2' and 3 Z'OK. 
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4. In order to have these re~ds made Without f'urther delay" 
the erteet1ve date o~ this order should be the date o~ Signature. 
Conclusion ot Law 

The Refund Plan in Appendix A is just and reasonable. 

SUPPtEMEN'!AL ORDER 

IT IS ORDERED that: 

1. The proposed. Retund Plan of' The Pac1!'1e Telephone and 
Telegraph Company (Pae1t1c) :tn AppendiX A 1s approved .. 

2. The amaant or retTmd should. be deducted t'rom Pac1tic' s 
exchange revenue categor.y that is exclusive o~ the multi-message 
urUt operat:Lons) which are now Zones 2 and 3 ZUK. 

This order is effective today. 
Dated JU~ 2 ".Sat!" Cal1:f'orn.1a. 

COiiisaloners 



A..58223" OII 21 c/ek 

APPE'NIlIX A 
Page 1 

The Pae1t1c TeleJ;>holle and Telegra.ph Co~ 

ZONEUSACE~ 

REroND PLAN· 

'Ele tollClW1n& :proce<j:ares ~-ll be teed. to re!'CXld overc:olleet1o:c.s o't $20 .. 9 m1ll1on 
resultiDg trom the delay a.uthorized ill 1l:uplement1Dg a. Zone U~e Meas'UX'ement (ZOOM) 
plan... Tb.1s plan 1s 1n X'e3PQl'l.Se to Decision 92103.. elated Feb~ 18.. 198J... , 

A. Ret"I.md Distribution 

The ret"u:cd amount .. 1llclud1%lg interest? v1ll1:>e d1str~~ to 
C'W'X"eat customers subjec:t to ZO'M on a :pro ra.ta. "oasis, us1:cg each 
customer' $ current reC'UX"ril:g mont~ ex~e charges as the 
proportional factor. For ptIr)?Oses or this re:f'\uld. Cln'Tent 
C'UStaIlers are those yho yere receiving service on the ettect1ve 
d.a.te or D.92i03" March 20, 1981 .. 

B.. R~d Calet1ls.t10n 

. 
2.. Ixrterest: Interest computed a.t the Comme:rc1al Paper Rete 

(3 months :pri:me) cOmp<)t121ded mon~ "oI1ll be a.:pplied to- tbe 
total basic ret'cnd amount.. S1nce the be..sie retuDd B.mO'tmt 
vas colleeted. over the :per1od J'anu.ery 8, 1980 to March 22, 
1980, 1trte:rest'W'1ll be applied. on the total. &mO'Ullt trom the 
midpo1nt of tbe collection period" Fe'br'c.a.ry 14, 1980" to the 
da.te o-r ref'and. 

3. Indiv1dual ~s Y1lJ. be calc:ULa.ted 8.8 follows: 

Individual RetuDd • (l3R + I) X-L 
~ 

:aR • Basic Berend Amount 
I • Interest 
A • This Aceo'Cllt' s Recurring Mon~ 

Exchange Charges 
T 01 Total Reew:r1xlg Exc:l:la:oge Cba:rges 

tar All Customers Sllbjeet to ZUM 
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Tbe P::a.c1fic Telephone 8Jld. Telegrs:ph CO'IttParq 

Zt)NE USAGE MEA.S'ORE:MENT' 

REFOl'iD PLAN 

c. Marmer of Retund 

1. Cta:'rent CUstomers .. ~ bill cred.1t. 

2. Cur-rent c:ustomers who d.1scont1n-ae service - rt;r t1w 'bill 
credit. pl'l:S check 11: ref'tmd. exc:eeds t1ll8.l bill outstan~ 
be.lanee. 

D. T1mi:;g 

-, -

:ae~ v:Ul. commence v.Lthill go da;ys or e. ret'CDd ord.er approv1Dg 
this plan v.Lth the re:t1md.s. to 'be completed tor current customers 
1Il not more tl:!a:Jl one biDing month thereatter. 

e E. Repor:t1n5 Requiremexrt:s 

Pac1t1c w1ll. tUe 8. ~ vith the Commission v1tbill 90 d.s:ys O't 
eomplet1oll ot t:be ref'a:Dds.. Tbe report.Will c:olXtain the tollow1Dg 
inf'orms.tion: 

l. The total basic: rertmda.'ble amount :plus interest d~ C'tlStcmers. 

2. The total amount. credited on bills either 1ll1ti&J.ly' or through 
adjustment • 

3. 'rhe total. a:mcrant ot drafts isS'1Jed.. 

4. The total. amottat of dratts retta:'lled as Wldelivera.ble .. 

5. ~ total amo'tmt ot d.re:rts ou:tS't.BM 1ng and. an e5t1llll!Lte ot the 
portion 'Which v1ll '/:JI!!Vf!:!' 'be presented tor ~:c.t. 

6. Tbe total amo'tm't wbieh remains "Ulld1=~-.:r::ed (1-2-3+4+5 fjort1oi/). 

7 • ~e a:mount of expense 1nctIrred. 1:0. mek1ng re:t'und.s &:ld aceou:ats 
charged therewith .. 

(END OF .APPENDIX A) 



APPENDlX :s 

The Pe.e1t1c TeleJ:lhotl.e and Telegrllph Co'1!1plJJ:q 

:m: 0NlS 0RDttE:i:) IN C'PUC DECISION 92703 

~ ~ Eh'ECTS OF PACInCrS REFUND 

Xhe tex:t or De-:1s1on 92703 states the tollov1::g at tbe end. o't its discussion 
o't the J.)%'oper reeipients ot retunds 1n this case: 

"Retlmds sho'llld. e.c:cord.1ngly be made to all Customerz subject to Z'OM 
ra.tes. Ba.sed on o'OX' experietlCe in ~rior tele-phone re~ds ve believe 
tba.t a.Uocatag such refunds on the basis or reC'Crl"i=;' excba.l:lge 
ebarges will be the eaziest aJ:d. lea.zt eos'?l;r method tv ~1n1ster. 
We the:r:'etore vill ~o.;a1re that. ::-etundS 'be ~e 'to llJ.l. ~.;a: .. ent 
customers (custoce::-s vho are reeeivi:cg service as ot the d.&te or-
this order) subject to ZOM, 'by :neans ot 'bill cred.!ts to 'be based. . 
0:' reeurr1llg excha:rlge cbarges.'" (CPTJC Dee1s1on 92703 .. p 13 .. lJWI)eo,. 
emphasis added.) 

It is clear from th1s '!:'.ext that; the CO'lDIII1ssion f s conci:c.sioJl Slld ord.er tl:le.t 
Pae1tic :retUlld the amotmt8 totllld &'PJ;I%"o:pr1ate to eustomers subject to ZUM on 
the 'basis at mo:r:l.'thl.:r rec:urr1rJg exchaJ:lge charges tar a. typicaJ. lnOnth is pr~""1~ 
the result o't cotlS1derillg the N3:n1llistr&tive problems ot alternetive &p:proa.ebes 
vb.:tch m1gl:t. ho.ve more closeJ.:r refiect.ed the distr1btrt1on or reductions a:mo:cg 
Pac1t1c '8 customers bad. the introduction o't ZOM not 'been delayed the addit1ow.. 
90 d.Iqs llOW" tOUlld 'Cl:X"easo:able. 

In l.1gb.t at tb.1s" Pae11'":te is computi1lg its settlements Vith Cal.1torn1& 1nde-pendent 
telephone companies" vhere &ppl:tcable .. as tt its ZOM-rela.ted revenues 1DelWi:tl:lg 
message charge revenues bad 'been lower 'by' the $20.9 mill10n tound to 'be its Ilet 
overeollect1on. 

As Go reS1lJ.t, the 'bulJt o't the 1mpa.et or this re~ upon 1nt:I:'a.st&te set;tlements 
15 on GeneraJ. Zelephone ..nth vb.1ch Pac1:rie ba.s an 1ntercba:cged ZUM :De3S86e 
sett.lemelXt. a..rrugemelXt. Th~ are also rela.t1vely minor 1mpa.c:ts on other ty:pes 
o't settleme:c.tz.. ':hese e!:f'ects tollow t'.ro:n the :tmpact or tb..1s re1'tIM on Pae1:r1e' $ 

excharlge rate ot ret'llrl'l" a~ defined tar j?tIl']>Oses ot interchanged extexld.ed area. 
service (EAS) settlement.s and. the :tncome tax ettects of the :tnterest charges 
&ssOC1a.ted 'With. PaeU1c's re~" vb.1ch 1ncree.zes all intrastate se"ttlemetl:ts to 
iMepeDdellts in s1ll8ll amotmts. .. 

(END OF APP.E:NDDC :s) 


