Decision Q3655 0CT 20 1981

BEFORE TEF PUBLIC UTILITIES COMMISSTON

In the Matter of the Application
of TEE PACIFIC TELEPEONE AND
TELEGRAPE COMPANY, a c¢orporation,
for authority to increase certain
intrastate rates and charges
applicable to telephone services
furnished within the State of
Californiza.

In the Matter of the Application of
TEE PACIFIC TELEPEONE AND TELEGRAPE
COMPANY, 2 corporation, for authority
t0 inc¢rease cerain intrastate rates
and charges applicable to telephone
servig¢es furnished within the State
of California.

Re Advice Letter (PT&T) No. 13640
to reprice certain telephone
terminal equipment and Resolution
No. T=10292 granting approval of
said changes.

In the Matter of Adwvice Letter
Filing No. 12641 of THE PACIFIC
TELEPHONE AND TELEGRAPE COMPANY
for authority to increase
certain rates for key telephone
service by $20.1 million.
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Application 5984¢
(Filed August 1, 1980;
amended August 28, 1980
and October 14, 1980)

Application 5926¢
(Filed Noveaber 12, 107¢:
amended November 15, 1979)

Application 59858
(Filed August 1, 1980)

Application 50888
(Filed August 19, 1980)
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Investigation on the Commission's
own motion into the rates, tolls,
rules, charges , operations, ¢osts,
separations, inter-company settle-
ments, contracts, service, and
facilities of THE PACIFIC TELEPHONE
AND TELEGRAPE COMPANY, a2 California
corporation; and of all the tele~
phone corporations listed in
Appendix A, attached hereto.

QII 62
(Filed December 18, 1¢79)

Investigation on the Commission's
own motion into the rates, tolls,
rules, charges, operations, cCosts,
separations, inter-company settle-
nents, c¢ontracts, service, and
facilities of TEE PACIFIC TELEPHONE
AND TELEGRAPE COMPANY, a California
corporation; and of all the tele-
phone corporations listed in
Appendix A, attached hereto.

0II &1
(Filed August 19, 1880)

vvvvvvvvvuvvx}u;vuv e NP N NSNS

ER_MODIEYING DE N 02267 AN
DENVING REEEARING THEREOF

On August 21, 19817, Continental Telephone Company
(Continental) filed a petition for modification of D.93267. Cn
September 2, 1981, the City of San Diego and the City and County
of San Francisco (Cities) jointly filed 2 petition for rehearing
or modification. On Septemder 17, 1981, Pacific Telephone and
Telegraph Company (Pacific) filed response to the Cities' petition
asking that {t be denied in full.

We have carefully considered each and every allegation of
error in these petitions and are of the opinion that good cause
has not been shown for granting rehearing of D.93367.
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However, the cnactment of the Sconomic Recovery Tax Act
of 1981 (H.R. 4242) carries with it the potential of significant
¢hanges in ratemaking policies, particularly for utilities
such as Continental, whose rates are curréntly set on a flowe
through basis. We are convinced that, while this issue is bveing
considered, Continental should not be réquired Lo reduce its
®illing surcharge (as currently provided in Ordering Paragraph 12)
oy its increased setilement révenues, dus should be authorized to
continue to collect its billing surcharge, subjeet to refund.
Therefore, * )
IT IS ORDERED, that D.92367 is heredy modified as

-
P

follows:
1. Finding of Fact No. 116 shall reond in full
as provided bYelow:

.

"Because Continental was authorized an annual
revenue Increase based on a 1987 test year by
D.92804 dated Mareh 17, 1981, we will ordar
Continental to establish A negative annual
surcharge of $9,000,000 to refleet the
iaerease in annual settleoment revenues
resulting from this decision and authorize
Continental to ~etain such surcharpge »evonues
in a balancing account pending the
Commission's determination of ratemakine
changes required for Continental as a result
oszSR, L242 (Zeonomie Recovery Tax Aet of
1981).

2. O:dérinc paragraph 12 shall be modified to read as
follows:

"Continental shall ealeulate 2 negative
billing surcharge applicable to i%s recurring
local exchange dillings in the amount of
$9,000,000 per vear to refleet increased
settlement revenues it will receive from
intrastate toll serviee and extended area service
by the rate increases granted, effeetive on the
cdate such rate inereases are Put into effect: and
Continental shall collect and hold in 2 balancing
account that portion of its loeal exchange
revenuves which is equal to sueh negative
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surcharge, to be applied to any revenue deficieney
which might result from the Commission's
determination of ratemaking changes required for
Continental as a result of H.R. L2842 or for such
other purpose Or purposcs as may be ordered by the
Commission.

Interest on said account shall agerue and be
ealculated in accordance with D.91269."
2.  Rehearing of D.92267 as modified he"eiﬂ is heredy
order is effective today.

QLT 701081 . at San Francisco, California.

JOHN E BRYSON
Presicdent

RICEARD D GR\\'T:LLL‘,

LEOV.\[‘\.D M. Ctu\d;.b. _,.A.

VICTOR CALVO

PRISCILLA C. GREW
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