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Decision 9372.~ NOV 13 1981 
'., 

BEFORE 'IBE PU:SLIC 'O!ILI'!IES COMMISSION OF l'K£ STATE OF CALIFORNIA 

Investigation on the Commission's own ) 
motion into t~e Matter of Revision of ) 
the Accounting for Station Connections ) 
and related Ratemaking Effects and the » 
Economic Consequences of Cuscomer-
owed Premise 'Wiring. ) 

-------------------------------) ) 
In the Matter of the Application of 
'IRE PAC !FIC !EI..EPHONE Al\"D IZLEGRAP1i 
COMPANY, a corporation, for authority 
to increase certain intrastate rates 
and charges applicable to telephone 
services furnished within the State 
of California reflecting and passing 
through to customers increased costs 
resulting from the Federal communi­
cations Commission decision in Docket 
No. 79-105. 
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----------------------------------~) ~ In the Matter of the Application of 
CON'IINENTAL TEI.EPHONE COMPA..~ OF 
CALIFORNIA, a corporation, for 
authority to increase certain tele­
phone rates and charges to offset 
and pass through to customers 
increased costs resulting from 
accounting changes ordered by the 
California Public Utilities 
Commission. 

Application of General Telephone 
Company of california to Increase 
Certain Intrastate Rates and Charges 
t~ Offset Changes in Station Connec­
tion Aceounting Procedures-
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Application of Roseville 'l'elephone 
Company eo Increase Certa.in 
Int%'as1:ate Rat:es and Charges 
t:o Offset: Changes in Station. 
Cotmeee1on Aceount1Dg Procedures .. 

Application of Citizens Utilities 
Company of c.aJ.iforrda t:o Increase 
Certain Intrastate Ra.t:es .and 
Charges to Offset Changes in 
Station Conneetion Accouueing 
Procedures. 

Application 60706 
(Filed July 3, 1981) 

Application 60707 
(Filed July 3, 1981) 

(Appea:ranc:es are liseed in Appendix A.) 

-La-



,.-

-

-

OIl 84 et .al. ALJ/emk 

I. 

II. 

Ill. 

v. 

I N D E X - ...... ....----
Subject 

OPINION .•......•.................................• 
SYNOPSIS OF DECISION . .••...•.•.•......•..........• 
GENERAL ••••••••••••••••••••••••••••••••••••••••••• 

EifureatiOD. of Proceedings 
Testimony and Exhibits ••••••••••••••••••••••• 

..................• 
Pttblic Wituess Testimony and/or Statements ••• 
Ba.ckgroand . . . . . . . . . . . . . . . . . . . . . . . -. . . . . . . . . . . 

POSlnON OF nm COMMISSION S!AFF • ••••••••••••••••• 
Gelleral. ....•......................•......•... 
Aceoun~1ng Cb_~ges ••••••••••••••••••••••••••• 

......................... 
•.......•........•..... ~ ..... Revenue Reqa1remeuts 

Revenue Recovery 
~e Des1gn •••••••••••••••••••••••••••••••••• 
Pre-w1r~ ••••••••••••••••••••••••••••••••••• 
Pose-wiriag ••••••••••••••.••••••••••••••••••• 
cash-flow Effec~s •••••••••••••••••••••••••••• 
Staff Brief ..........•.....•......•••.•...... 

POSITION OF PACIFIC 
A.60S10 

••••••••••••••••••••••••••••••• .•..•.•..•.••.......•..........•..•••. 
Public Witness 'Hearings 
Pacific's Tes~~ •••••••••••••• _ ••••••••••• 
Pacific's Accepc41lCe of Staff RecOClmeudatious 

...•....••.•..•..••..• 

POSITION OF CONTIm:N'!AI. 
A.60602 

. .. -•..•.....• ~ ..... -... ~ .. 
..•.•.•..•............•...........•... 

Public Witness Bearings 
Test~ and EXhibits ••••••••••••••••••••••• 
Coutineuca1 's Aceepu'CCe of Stu:' s 

Recommendations 

.....•.....•.•........ 

•...•..•.........••...•.•..• 

-i-

Page 

2 

6 

9 
9 
9 

10 
10 

12 
12 
13 
16 
17 
18 
23 
23 
23 
24 

27 
27 
27 
23 
31 

32 
32 
33 
34 



•• 

• 

• 

OIl S4 et al • ALJ/emk 

VI. 

VII. 

VIII. 

IX • 

x. 

XI. 

XII. 

XIII. 

Subject 

POSI:rION OF GENERAI.. 
A.606()8. 

. •...•.......•....•..•........• 
Public Witness He.a:riugs 
General's Presentation ••••••••••••••••••••••• 

•.•................... _ ..•........•.•• 
.••...•............•.. 

General • s Acceptance of Staff f S 
Recoauen<iations .........•..•.•....•.•..•.•. 

POSITION OF ROSEVUI.E 
A.60706 

. •........•.•..•........•...• 
•................•............•......• 

Public W1~s Bearing ••••••••••••••••••••••• 
Roseville's Preseutaeion ..•.........•.•...•.. 

POSlnON OF CI~S . ...••..••...••..• ~ .•..•.•.... 
A.60707 .•.••....•...•...•...•...••. _ .•...•... 
Public Witness Rearing 
Citizens' Preseueatiou 
Application to Reopen Proceeding 

........ -~- .....•...•.• ... _ •...•..•....•...••. 
...•........• 

POSITION OF 16 SMALl. 'l:EInHONE COMPA.~ES . •....•..• 
Representation •........••....••..•.••••...... 

. ......•.•.•...•••..........•.•••. 
.•...•...•...••.•.•..•....•...•....• 

POSITION OF TASC 
Testimony 
Brief •••••••••••••••••••••••••••••••••••••••• 

POSInON OF CITIES . ...•......•.........•.•......•• 
POSlnON OF DUNCAN . ...•...•....•.....•.••..••.•.•• 
DISCUSSION . ••...•...•. ~ ......•....•.•. ~ ......•.... 

•....•....•..•.•.•• 3ifureatiou of Proceedings 
Unifor.= Cos~ Study Procedure ••••••••••••••••• 

...........•...•...••.....• 
••.....•.....•.......•....•. 

Memorandum Records 
Demarcaeion Point 
Implementation 
Expense Account:ing 

..•............................ 
.•....••.......••.••....••• 

Time Payment Plan ••.•..••••••.••••••••••••••• 
Customer-owned Premise ~iring ...................... .. 
Depreciation ... _ .•....••.••...•....•.•••..•.. 
Revenue Requirements ............•.•.•..•....• 
Rate Design •..•............•...•...••..••..•• 

Page 

35 
35 
35 
36 

38 

39 
3'9 
39 
39 

40 
40 
40 
40 
4l 

43 
43 

4S 
45 
46 

so 
Sl 
51 
52 
53 
54 
56 
57 
59 
59 
60 
6l 
66 



" 

~. 

• 

• 

OII 84 e1: al. ALl / emk/ks low ." 

Subject Page 

XIII. FINDINGS AND CONCLUSIONS _......................... 69 
F~dtcgs of Fact ..........•....•....••..•••.• 69 
Coaclusiaas of Law ••• _ •• ~ •••••••• _........... 76· 

ORDER ••••••••••••••••••••••••••••••••••••••••••••• 78 

APPENDIX A - List of Appearances 

APPENDIX 3 - Rates dna Charges 

APPENDIX C - Ch~rges 

-1ii-



~. 

• 

• 

OIl 84 et al. AI.J/ez:k/ks 

OPINION -- ..... .-. ........ _-
As the result of ehe Federal Commt.mieations Commission's 

(FCC) proposed :r:ulemak1ng in cOtmeCtion with its Docket No. 

79-105 ~ this Commiss1ou, on December 2,. 1980 ~ insei1:Uted an 
investigation (OII 84) into the matter of revision of the 

accounting for station eoaneeeions and related ratemaking 

and the economic cOtlSeqaences of customer-owned premise wiring. 
On March 3l, 1981, ehe FCC released its decision on ehe above­
listed docket amending the Uniform Syseem of Accounts for 
Class A and Class B telephone companies (to 'be effective 
October 1, 1981) to require the expensing of the inside wiring 
portion of Account 232 and to reqa1re the amor1:iza.tion of 1:he 
embedded investment for such wiring av~ a lO-year period _ 
starting Oll tb.a.t date. !'be decision further provides for tbe 
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optional approval of these accounting changes by the individual 

state regala.tory eommis3iou on a ":lash-cut" basis or pb.a.sed-in 
over a four-year period. The respoucleut utUities for this 
Commission investigation were the 2S telephone utilities 
operating within the State. Of these 25 utilities~ the 

following were required to file a report settiDg forth their 

position on the issues included in the investigation: '!he 
Pacific Telepho~ and Telegraph Company (Pacific) ~ Get2e'ral 

Telephone eomp.ny of california (Ge:eral) ~ Continental Telephone 
Company of California (Continental), Roseville 'l'elepboue Company 

(Roseville), and Citizens Utilities Company of California 
(Citizeus) • Reports were received from Ulese :ive ~tilit:ies 
as well as frem C? Na'tional Corpora:ion (C?~C). 

'Xo off3et the iocreased costs associated with the 

FCC-prescribed. accounting chcmges, Pacific, on May 4, 1981" 
fUed App1iea.tiou (A.) 60510 for $252 million increased revenues 
(.amended to $280 million on June 5, 1981); Continental, ou 

May 29, 1981, filed A.60602 for $1~820,OOO increased revenues; 

General, on June 2, 1981, filed A.606OS for $72.12 mll1ion 

increased revenues; Roseville" on July 3,. 1981, filed A.60706 
for $525,000 iuereased revenues; Citizens, ou July 3, 1981) 
filed A.60707 for $371,000 increased reve~s; and 18 small 
independent telephone companies filed for ~eases in 
connection with OIl 84 as detailed on 'the :ollowing page. 
'!he five applications were combined for hearing with OIl 84. 
and evidentiary hearings on these :natters were beld in 
Los Angeles before Admi1li.strative La.w Judge (AL-;, N. R. Johnson 
on May 18, 1981, ~uly 14, 15, 16, and l7, 1981, and August 12 
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and 1.3, 1981. Pbase I of OIl 84, together neb. the above-liste<1 
five applications, was submitted upon recei?t of C01lCttr.!:'er:.e 

briefs due August 28, 1981. In a.dd:teiot1,. public: witness b.eariIlgs 
were held on Pacific's A.60510 in San 'Francisco before ALJ A. c. 
Porter on July 9, 1981 and in tos At1geles before AU Job:zson on . 

July 13, 1981; 'before ALl Job:nson on General's A.6060S in r..os 
Angeles ou July 13, 1981 .md Augase 3, 1981 and 0: Coue1%z.en1:al f s 

A .. 60602 in Victorville on July 27, 1981; and before ALJ 3 .. Z. 
Bank$ 0: Roseville's A.60706 and Ci~izens' A.60707 in Sacramento 

on August 17, 1981. '!he Sacramento hearing was also noticed by 

blll ixlserts as a public: witness b.eari1lg datoe for the 18 small 
independent telephoue companies .. ..7hicb. b..a.d filed. for offset:t:!.:lg 

revenue increases. 
The a.dditiotlal reveaae requested by the 18 small 

independent eelephoue companies w~ equal to tbe amount: require<! 

to offset the increased costs of the FCC-prescribed accounting 

changes .as computed by the Commission staff a:cd accepted by the 

utilities.. !be component parts of the requested i:u:reases 

consist of additional revenues to be derived from .a. $30 premise 
visit charge as recommended by the Commission sta.ff, increased 
message toll settlement revenues based on the staff-reeomcended 
intrastate toll inc:reases, and st:reharges to be 4?p11ed to the 
recurring mo'C1:hly excl::1.a.nge rates. Tabulated below :or each. of 
these 18 small independent utilities is the requested increase 

in dollars .and perc.ent 'of revenue, and the amount of i:c.c:-reased 

revenues to be realized from the proposed ina'eased premise 
visit cha:rges, in::rastate 'toll rues, and recurring exc.b..a:nge 

ra.tes • 



•• OIl 84 et al.. Al.J I emk /k:5 

2'!'_s~ 2.eeu:rlt2g 
~ue,ted ?ereent ·1151t Messa.ge ~e 

Nlltne of O't1li'ty !ne':'ea.se ~~e$ C'h.a:l:ge :011 R.ates 

(l) C4l4vera" Telephone Co. S 43,000 8.0S"!. S 210 $ 31pOOO S 11,790 

(2) CapAY Valley !eleph¢ne 
System, Inc. 21.,000 10 .. 72 llO lS,OOO 5,890 

(3) Dorris :elephQne Co. Z7,OOO 5.20 360 21,000 lSp640 

(4) Due.or Telephone Co. 25,000 7.37 150 18,000 6,8SO 

<S) Ev~ Telephone Co. 62,000 4.11 3,040 45,000 13,960 

(6) Foresthill Telephone Co. 20,000 3.4S 1,020 16,000 2,.980 

(1) R4;rpy V..J.ley Telephone 
Co .. 76,000 6.82 :',070 29,000 4S,9Z0 

(8) Hornitos :eleph¢ne Co • 10,000 4.26 100 8,000 1,900 

• (9) Ke:m.an 'telephone Co. 60,000 3.32 7SO 23,000 36,250 

(10} LiVing.ston Telephone Co. 67,000 4.4S 2,510 44,000 20,490 

(ll) ~p¢6a ~7 Tele-
phone Co. 171,000 8.63 2,030 116,000 52,970 

(12) Pinnacles Telephone Co. 5,000 5 .. 32 30 4,000 970 

(13) Pocderos4 Telephone Co. 240,000 7.77 2,940 176,000 6l,060 

(14) Sierra 'l'olephone Co. 270,000 8.01 Z,580 192,000 74 p420 

(15) Sisk1you Telephone Co. 134,000 4.96 ass 98,000 35,115 

(16) Voleano Telephone Co. 19l,000 6.51 3,000 140,000 48,000 

(17) C'P !ta~!.onal Co~. 271,000 5.52 196,000 7S,000 

(l8) tuol~e telephone Co. 231,000 10 .. 19 106,000 125.000 

Total ~1:934:000 52l.785 S1 1278,000 2634:215 

• 
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I. SYNOPSIS OF DECISION 

This decision adopts the FCC-prescribed acc~ing 
changes for expensing rather than capitalizing the inside wiring 

port:io1l of Account 232, Station Counecti~. !he embedded cost. 
of the inside wiring portion of Account 232 is to be amortized on a 

"flash-e..:t" oasis over a lO-"jear ?eriO:. 'n'le FCC~rcer~ e.eco.mting ~es 

~e to Oe ef!ec-..ive C::-..obe-r 1, 1981 a.-X: t.~e :.J::e e.;".a.~es :.~t ~..J"lSate or of:se-: to":e 

aceo.J .. ,ting c:..~es ate to be i:r;>lemente: as close to tbat date as ?rae-"':'c.:.b1e. 
The additional revenue requirement and method of 

recovering the additiotlBl costs for the il1:ilities are as follows: 
1. Pacific is authorized a net intrastate revenue 

increase of $264.0 million ($253.l million for 
total company operations). 

Millions 
of $ 

a. Net message toll •••••••••••••••• $ 83.7 
b. Exchange revenues -

residential multi-element 
connection charge $3.2 
million, Extended Ares. 
Service (EAS) - Sl.8 ~illion •• S.O 

c. Surcharge •••••••••••••••••••••• 175.3 

$264.0 
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2. General is au~~orizee at net intrastate revenue 
increase of $71.38 ~illion (Sa8.56 million 
total company). 

Millions 
0: S 

a. Increased settlement revenue $23.4 
b. Exchange Revenues -

Multi-element connection 
charses $12.10 =illion, 
Extended Area Service 
(EAS) - $.3& :ni11ion •••••••••• 12.46 

c. Surcharge ..•.•.••••••..••••..•.• 35.52 
S71.38 

3. Continental is authorizee an increase 0: 
$764,000 to be obtained from fully 
compensated charges for premises visit, 
premise wiri:'l.S, and station haneling. 
Tbe increased settlement revenue from 
the ~essage toll increases grantee 
?acifie will ~e ap?roxi~ately $.825 
~illion, a total of Sl.589 ~illion ~hich 
is approxi~tely S200,000 less ~~an 
Continental's revenue re~uirement. We 
will allow Continental to account for 

h ' 11 ~ ~. , , h ~ ~, . t loS sma ""e .. locloency Wlo t. ~ .. e ua ... anclo:'I.9 
accou:'l.t set pursua:'l.t to 0.93655 dated 
October 20, 1981. 

4. Roseville's presently effective multi­
element service connection charge for ~~e 
pre~ises visit, ?=e~ise wiring, and 
station handling is at a S20 level. he 
authorize Roseville a S30 level consistent 
with that authorized the s~ller indepeneent. 
Roseville's se~tlement revenues will be 
incre~sed ap?roximately S375,000 as a 
result of ~~e intrastate toll increase 
grantee Pacific. 

5. Ci:izer.s is authorized an increase 0: 
S73,000 resultin; from a S30 cost-based 
~ulti-elemen~ service connection c=a:ge 
coverin; the ?remises visit, premise 
~irins, and station haneli~g elements 
and S~06,OOO from an S.85 lines and tr~nr.s 
increase in non-EAS areas and Sl.45 lines 
and tr~nks increase for BAS areas to 
offset ~~e loss of the book timing income 
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6. 

~ax savings. C~t~ze~sr increasee settlement 
revenues resulting from the intrastate 
~essaqe toll qra.~tee :or Paci:ie is S936,000. 
The au~orizec increase :or the 18 smaller 
i~eepeneents requesti~g rate relief is 
approxL~tely S21,800 to ~ cerived ~:om ~e 
cost-based S20 :ulti-el~ent se~/ice eon­
~ection charge eovering the pre.oises visit, 
premise wiring, and s~tion hancling ele:ents. 
The settl~ent revenue increase for ~~ese 
18 utilities resulting :ro~ ~~e intrastate 
to :essaqe toll increase grantee Pacific is 
approx~tely S872,000. 
Alt~ugh =~tes are raisee for cal~:o~ia's telephone 

~~sto:e=s, ~e ut~lities will not realize an increase in aut=or~zee 
returns; the revised rates reflect only eollar-:or-eollar recovery 
0: inside ·~ring expense, a~ ~o=ti:ation 0: ~~e existing 
eapitalized acc~ls in t~eir rate base. These rate ine:eases 
actually allow ~e telephone utilities op~r~nity to realize 
au~orizee returns in vi~~ 0: the aceounti~ eha.~qes preseri~ 
by the &CC. ~i~~out inereasec re7e~ues to o::set expensing i:siee 
wiring ~~ey could not realize ~e returns !ound reasonable i~ 
prior general rate proceedings. 

~he decision also es~lishes as ~he demarcation point 
bet~een se~rice connection costs to be expensee or capitalizee 
as ~~e protector :or existing installations And a ;tility­
~rovieee demarcation jaek located in a ~eat:erproo: e~losu:e 
aecessi~le :rom the o~~iee :or single-story ?r~ises and a 
~tili~y-provided :or ~~:ti-story premises :or :uture installations. 

~~e dee is ion provides :or ~e establis~ent ~y all 
telephone u~ilities 0: ta:i:: schedules allowing for Custo~er 
Provided Residence :nterior Wire (cpr~) sizil~r to the one 
au~~o~i%ee =0= Paei:ic ~y Resolution T-10Z46 ea~ed Dec~r 20, 
1980 for pr~~iring n~~ residences. !t also orders ~~e respondent 
telephone utili~ies to file ta:i::s :or extensions 0: =oei:ieat~ons 

-8-
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Bifurca~ion of ?roccedi~gs 
OII 84 generally eneom?~sses two broad categories: 

(1) ~he 4eeoun~ing changes relati~q to eX?e~si:g and ~~e 

amortization of the ~eeeee costS of ~~e i~side Wiring portion 
of Account 232 rather than capitali=i~q ~s portion 0: 
t~e acco~t, a~d (2) ~~tomer ownership of pr~ise ·N.iri:q 
(COPW; and dere~la~ion. T~e FCC acco~~~ing c~nges a:e to 
~eeome effective October l, 1981. To pe~~ telephone ~tilities 
~o effect acco~~ting ane rate changes by or close ~o ~s ea~, 
~~e ~tter was ~i:~rcated, 'Ni~ 2~se : covering the accounti~q 
and rate changes required. Testi=¢ny was provided in ?hase : on 
the iss~e of pe~tti~g customers to ?re~~=e n~N homes ~~ to 
~odify or extend existing residential inside wiring. To provide 
=ore choice to c~stomers in t~e face of cos~ based tariffs for 
wiring, we will aedress ~~t testi=ony in ~is eecision. ~e =ore 
complex questions 0: sale of existing wiring, complete derequla~ion 
and rela~ee Qatters will ~e addressee in ?:~se II. If necessarJ, 
in Phase :I we will also hole hearings on tariff filings for c:stomer 
installation ordered in the decision. 
Testimonv and E~~ibi~s • 

Testimony and exr~i~s were prese~~ed i~to eviee~ee 
a~ the heari:qs or. ~is ~t~e: by t~e Coc:ission s~:f, ?aci!ica, 
Cor.~i~ental, Ge~eral, Roseville, Citizens, ~~e ~ele?hone 
Answering Se~Tices of Califor~a (TASC). T~e Co~~ssion staff 
~~e the utilities ge~erally agreed ~~at t~e ~Cc-presc:~d 
acco~~tir.g c~n~es sho~ld ~e adoptee and ~~~ the "flash-cut" 
=e~od 0: expensing ~~e e:beeeee cost 0: i~side wiring now incl~ded 
in Account 232 over a lO-year period wo~ld be a??ropria~e. As 
subse~~entlJ disc~ssed, various :a~e proposals enco~passir.q 
co~ir~tions 0: s~eharges, inereased eo~~eetior. c~rqes, ~~d 
increased intras~a~e toll rates were proposee ~o recover ~e 
aeditional COSts associa~ed with ~~e :CC-p:escribed acco~~tir.g 
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changes. ~he Comoission s~a!= a~e ~he ~~ili~ies also a~=eee 

~t customer ownership of inside wiri~g sho~ld be ?e~t~ed, 
bu~ ~~t the ~r~~sition details are =o:e appropriately le!t to 
Phase II of ~,e proceeding • 
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Public ~itness Testimony and/or Statements 
As discussed in the indivich:a.l util.1ties' portions 

of the decision, the public witness testimony aud/or statements 
encompassed a. wide range of subjects varying from the necessity 
of grOlllting the requested inCTease to ensure 1:b.e mainte-
nance of good and adequate service, the present quality of 
service, lifeline .and Zo1le Usage Measurement (Z'OM) rates, 
offsetting the reqaested 1nere.a.se by use of 'Clle deferred tax 
reserves, national:Lza1:1on of the ut:1lities, and not granting 
any increase uutU service improves. 
Background 

1'0 per.:n.it a low-cost :Lnseallation eha:rge to 
promoee the est:ablisbmettt of telephone servic:e for nearly fN~ 
household (the universal telepho'Ce service coneept), the 

utllit:1es sought .and obtained regulatory approva.l to capitalize 
raeber than expense eosts associated ~th station cocneetions. 
The eapitalizat:1011 rather than the expens1ng of such costs not 
only resulted in a lower revenue requirement but permitted the 
installa.tion charges to be set at less than eost so thae tele­
phone serviee would be .affordable for ~arly all those who 
desired such service. As a result of these 100;.7, below-eost 
itlSta.llatiou charges, more than 967. of :esidential households 
presently have telephone service. 

!be noncompensatory install~tion charges not only 
increased Account 232 plane balaDces for new customers but: 

beeause of the ever-increasing eost of labor,. these plant 
balances were increased when a customer moved from one location 
to anothe:.. Such movement from one loca.tion to mother with no 
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increase 1:1 the tnmIber of customers is refe:red to as "churtl". 
On sane utilities this ch'a:ru is as high as eight inward 
movements for each new customer. 

Churn and the illereased tnmIber of customers resulted 
in the balances in Account 232, Station Cotmeetio'CS, increasing 

at a mach greater rate than other plant acCOUtlts and a sub­
stantial acceleration in the financing requirements of the 
utilities. Uncle%' the present accounting procedures the financial 
burden associated with the increasing plant balances and financing 
requiremenes, caused by installatiOns, is placed on 'the genera.l 
ratepayer rather than on the relatively small portion of 

subscribers <:aus ing the expense. 

To ease these finauc:1al bu:rdeus and to shift the 
costs from the general ratepayer to the relatively few 
subscribers creating the cost burdens 7 tbe fCC issued its 
previously uoted decision in Docket No. 79-105 • 
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III. POSInON OF !BE COMMISSION ~ 

General 

Testimony and exhibits were presented feto evidence 
0'0. behalf of the staff's Revenue Requiremeuts Division (RRD) 

by Public Utility F1n.ancial Examiue%s IV' :Kenneth K. Louie" 
Terry Mowry,. and .!ohn P. Hughes, by Public Ut:ility Fi:.anc:i.al 

Exami.ner III Gregory P. Jobnsot1, and by Senior Utilities 
Engineers ~b.ur A. Mangold and Kevin P. Coughlan; and on 

behalf of tbe staff's Coamuuicaeions Division (CD) by 

SUpervising Utilities E'Ilglneer Dean J. Evans. 
RRD spousored ev1de1lCe generally enc:omp.assing the 

aeeoWJ.ting and cost reeave:ry for sta.tion eOmlectiou charges, 
the revenue requirements of expensing station eOU'lleCtion costs, 
and customer ownership of premise wiring from a eompany­
provided demarcation jack fOrw'ud. CD's evidence addressed 
the intrastate revemle requirements associated with the 
FCC-presC%'ibed accounting changes, the i:nplemeutati01l period 

of such ac:couuting cbanges, rate design for the recavery of 
the additional revenue required, and some of the pre-wiring 
and post-wirillg aspects of the changes under eousidera.tiotl 

in OII 84 • 
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Accoun~1ng Changes 

RRD recommends that: 

a. Expense accouneing be adopted for all 
iuside statiou cocnectioc installation 
costs ou a flash-cut basis with October 1, 
1981 .as the l:nplementa.~ioe. date for the 
accounting changes and a lO-year period 
for the amortization of the embedded 
inside wiring portiO'O. of Account 232, 
StAtion Coanect1ous; 

b. A uniform cost study procedure and 
doetzmeuta.tion format be developed a:nd 
employed by Pacific, General, and 
Continental for determining costs of 
service for seat ion coaneetion fnstalla­
t1011S and moves and changes; and 

c. Memorandum records be maineained to 
demonstrate that the impacts of these 
accounting changes are pro?Uly reflected 
in the companies' accounting .and 
financial records and that such records 
be provided for tbe .a.c:cou:neane' s review 
on a mOll:ebly basis. 

RRD r s recommended demarcation point separating in3ide 
wiring costs to be expeused from outside wiring costs to be 
capitalized is a company-provided demarcatiO'tl jack located 
whe7:e a. telepb.one might normally be cO'O.llected within the resi­
dence or at: a point inside the residence tha.t is .as close as 
practical to the protector. !'he inside wiring portion of 
station connection costs thus determined generally serves one 
customer as contrasted. to the OU1:side portionwb.ich can serve 
a succession of customers. Furthermore, it is possible ~t 
tb.1s inside wiring portion of Account 232 will be deregulated 
and thus be opened to customer ownersh.ip • 
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1:b.e basis for the selee1:ion of OC1:ober 1, 1981 as the 
implementation date and the lO-year amor~izati01l period is to be 
cousiste-= with FCC requiremencs .. 

'!he flash-cut method of implemen1:ing expensing of 
station COTmectiCtlS is recommended in preferenee to the pb.ase­

in method by both RRD at1d CO because it is less costly in the 
aggregate, it el~nates any further capitalization of inside 
station connection costs and frees this capital for other 
capital expenditures, 11: may be more aecepeable to ehe 

Internal Reve'OUC Se7:Viee (IRS) fr.rr inc:ome tax cb.a:ages, and 
associated administrative costs of this method will be less 
than far the pb.a.se-in :netb.od. 

According to R&D, its recommended uniform cost seady 
proc:ed'll%'e and documentation format to be developed for Pacific, 
General, and Continental should be for::al.ted by a committee 
composed of representatives of the major telephone companies 
and the Commission staff. Among the items to be considered 
by the committee are: 

4. Standard malti-element ca.tegories for 
all carriers .. 

b.. The trea.tment of discormece .nd removal 
costs. 

c. IdetIJ:ification and separation of 
avoidable eosts • 
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'!he memorand'lJm records the accountants are 
recommending for Pacific, General, and Continental are, 
according to the testimony of the staff witness, necessary 
to provide the Commissiou witb. sufficient data to make informed 
analyses and decisiOt1S because the presetlJ:ly provided repor1:s 
and accounting records do nQt provide the detail required to 
ma.ecb. revenues from com:petit:£,ve services witll tbe costs 
associ.aeed with those revenues. Such matching of expenses 
and revenues has beeu only partially a.c:complisb.ed by c05t-of­
service s~dies used in the tari:f-setti::.g process for terminal 
equipmeut. However, RRD's wit'.cess tesei£ied tllat such s~ies 
are based on assumptious that cannot be verified by the existing 
accounting system. In support of this ?Ositioc RIU> ciees the 

FCC rec~ion 1n J)oeket No. 78-196, Revision of the Uniform 
System of Accounts, tl:.a.t the current accounting system far 
telephone U1:ilities be replaced by an ac:coaneing system based 
on service offer1Dgs and notes that no progress in revising the 

Uniform System of Accounts bas been reported aver the last 
year. '!'he staff wietless emphas izes that RRD is not: recommending 
a. balancing account, bu1! rather tl:.at revenaes be collected from 
the cost-causing subscriber segments as determined from 
recommended utility-provided dat~ tha.~ permits positive 
tracking of reve~s and expenses by subscriber seg=e~es~ 
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Revenue Reguiremeuts 
According 1:0 the tes~imony of witness K. K. I.ou1e of 

the staff's RIm, the .amount of .a.ddit1o-oal revenues that: will be 
required to maintain a utility's race of return should this 
Comad.ss1on ~opt expensing of station cormect1oas will be 
dependent upon several factors 7 including the phase-in period 
of ongoing eosts and the amortization periods of embedded and 
ongoing capitalized station connection charges. 

!'he original revenue requirement computed 'by RRD 
for Pacific: for test year 1981 of $321,058,000 for the total 
comp.any operations was revised to $353 ,l32, 000.. This revised 
estimate reflects $402.1 mil11o'O. ?lant additions, $12S.8 million 
plant retirements, a straight-line-remain~-life depreciation 
rate before expeusing of ll.454, a. dep:reei.a1:ion reserve for 
outside wiring of $25.6 milliOtt, a depreciation reserve for 
inside wiring of $101.5 million, and a r4:e of return of 
12.91% as authorized by D.93367 dated Augast 4, 1981 in 
Pacific: 's A .. 59849 fer a general rate increase. !be intraseate 
apportiotDDe1lt of the total company revenue requirement is 
$264.0 milliou. The staff-computed additional revenue require­
ment for Ge~a.l is $83 .. 56 milli01l total company and $71 .. 38-
mllio'Q intrastate, and far Coutin.eutal $2.381 million total 
company and $1.820 million intr.asta~e. !he intrastate revenue 
requirement for the indepeudene telephone companies requesting 
offset relief is set forth as ''Requested Increase" in the 
tabulation on page 5 of this decision. The computed increased 
revenue requirement for California Orego:l 'telephone Company is 

$20,000 and for West Coast Telephone Company is $291,000. 
These latter two companies have not yet requested revenue offset 
relief • 
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Revenue Reeovm 
RRD recommends that ongoing and embedded sta.tion 

installatiou costs be recovered by including the amortizatiou 
of embedded costs ~ basic rates» applying full cost of service 
charges to 'DeW installatiaas" and ~editiug new customers for 
the amount of embedded costs included in basic: rates. 

RRD prese.nted .an analysis of three possible eost­
recovery methods fer otlgoirlg and embedded station connection 
installation costs as follows: (a) charge-per-outlet method» 

(b) credit method, and (c) phase-in to full-eos~ method. 
!be eharge-per-outlet method would assess new station co:nec­
tion customers full cost-of-serviee eharges and each customer's 
allocable portion of the embedded cost amottization would be 
based on the ntmlbe1: of prem.ise wire outlets installed at his 

premises prior to October 1, 1981. '!he credit method would 
also apply full eost-of-service charges to uew station 
cocneetiou customers, but the charge for embedded costs would 
be based on the number of access lines installed at the 
custcme:t" 's premises prior to October 1" 1981. '!he embedded 
costs would be. included in the 'b.a.s1c rates and new customers 
would receive a credit on their bills for each access line 
installed after October 1, 1981 equal to the embedded costs 
~r access line included 'Odth1n the basic rates. '!'be phase-in 

to full-cost method would phase in increases in nonrecurring 
charges for station connections to full cost ave:: the same 

period of time in which tbe embedded costs a.re amortized. 
R&D rejected the charge-per-outlet cost reeavery ~thod beeanse 
it was the most difficult to administer ana the phase-in to 
full-cost method becaus~ it is difficult to understand and 
recommends the adoptiou'of the credit method • 
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RRD also recommends full cost-of-service pricing 
for station counect1ou activities which,. 1£ imp1emeneecl,. 

would result: in large increases in ett.rreu1: nottt'eazrring charges. 
and warrat1ts~ according to RRD,. theestablisbmene of 4. t:f.me­

payment plan ~o soften the impact of the ~eased c:harges. 
Such a payment plan should have va:ying repayment 

pexiods propor1:icn:zal to ehe amotmt of the connec:tiou cha.7:ge 
with a max:tmum period. of 0'Ce year and interest charges on 

the unpaid bal,a,=e tied to an index reflecting the interest 
ra'te 0'0. commercial paper. 
Ra.ee Desisa 

follows: 
The basic rue clesign ccn:cepts proposed by CD are as 

1. State toll operations should bear .a. portion 
of the additional revenue requirement 
because, amotlg other f.a.ceors, a state toll 
:Lnc:rease will lessen the rate disparity 
between interstate and in'trasta'te rates; 
'the recommended increase is bat a small 
percentage of the p%'esent rates; .and a 
toll increase is a reasonable method to 
recognize the increased revence requi:e­
ment to Pacific and the independents. 

2. '!be cost of premise wiring,. sta'tiou 
handling,. and premises visits and 'the 
method of .aceouu'ting for 'them is one of 
the reasons for the station connection 
account growth. Si'lXe these ele:oem:s 
of cost .are avoid.a.ble by the use of 
"phone stores" ~ toe charges for stu:h 
services should reflect full costs • 
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:3 .. '!be remaining balance of the increased 
revetme reqt1h'ement, if any, should be 
me~ with a surcharge applied to 
residence and business a.ccess lines 
and to business trunks for all 
customers. 

CD's witness D. J. Evans originally presetU:ed ra.te 
des1g:.o. recommendations 0: May 18, 1981. !he revised revenue 
requirements for Pacific :esulting from D .. 93367, the i:npae~ 

of this ciecision on the revenues of the :tnde~t telephone 
companies, and the FCC-approved interstate rate itlcrease 
which became effee~ive July 9, 1981 resalteci in revised rate 
design reeo=mendaeions wb.ic:b. were ?resented into evidence by 
witness Evans 012. AUgust l2, 1981. 

!he proposed raCe design for Pac 1£ic is depicted in 
• the following tabulation: 

• 

Ra.te Item 

Message Toll 
Exe.ba.nge 

Residence Multi-eleme~ 
Business Multi-element 
Business Complex 
Extended Area Service 
Surcharge 

Total Exc:ba.nge 
Total 

Billing Nee Increase 
!ne-:ease to 'Pacific 

$110.2 

13 .. 5 
0.0 
0.0 
1.8 

171.5 
$186 .. 8 
$297.0 

($ MilI:t.on) 

$ 82 .. 1 

$181.9 
$264 .r;!./ 

!./ 'l'b.is intrastate revenue require::ent results 
from .a total company operatiot'lS revenue 
requirement of $353.1 million • 
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According to the record, the allocation procedures 
would assign $113 million of the $264.0 million int=as~ate 
revenue increase to state message toll operatio'CS. Since 

message toll and related rates (WATS, ORTS, and OCMS) were 
inereaae<i approximately $259 million in D.93367, the CD 
wit'DesS believes it is ittappropriate to offset the assigned 
increase on a. dollar-for-dollar ba.sis. Recognizing tbat inside 
wiring is used to provide both toll and e:Xeb.a:lge service, CD 
recODlDellded an illtrast:a:te toll increase to Pac if1c of $82.l 
million net, or $110.2 million, including the effect ou the 

indepell<ienes. l'llis increase plus the D.93367 i:1Crease equates 
to about a 174 increase over pre-D.93367 rates. 'Ib.e specific 
iuerease recommeucle<l for inerastate toll,. to be applied for 
distances from 0 to 90 miles, is one cent for tlle initial 
minute and oue cent for the overtime minute plus ~n increase 
in the operator surcharge from $0.75 to $1 and person surcharge 
&0= $2 to $2.50. Reflecting such an increase in the EAS 
increments computed in accordance with the Salinas formula 
increases Pacific's EAS revenues by approxi=ately $1.8 milliou 
and General's EAS reve:ues by about $500,000. 

The $13.5 million residence MUlti-element exchange 
revenue increase is to be derived by increasing the element 
charges to full cost as follows: the central office connection 
charge from. $13 to $16~ the station handling charge from $4 to' 
$8,. and the premises visit: charge from $6.25 to $8-. The $171.5 
million billing surcharge revenue increase is to be obtained 
by an equal surcharge on all business and residence recurring 
monthly rates except directory and message eharges • 
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!he CD-recommended iner~ta~e toll increase of $110.2 
million for Pacific results ic revenues after settlemenes of 
approxil:D.at:ely $82 .. 1 million :or P:u:ifie ~ $23 million for Genera.l, 
$2.825 million for C¢ntineut.a.l,. aud $2 .. Z75 rnil110n for the 

remaining 22 independent coazpanies .. 
To fulfill CD r S computed intraseate revem:e requirement 

for General of $71.38 million, CD recommends tha: the multi­
elemeut increases be limited to tb.e cost-based premises visit, 
premise wiring, and statiou handling activities only. 'these 
specific increases are estimated eo increase General's revenues 
appro;dmately $15 .22 :zd.llioll. Deducting from ehe additiollAl 
revenue requi:emeue of $7l.38 million this $15.22 million and 
the $23.0 million increased inerasta~ toll revenues recommended 
by CD leaves a bala.flCe of $33.16 million which the CD witness 
rec:ommeuds be derived from a surcharge s1:::ilar to that proposed 
for Pac: ific • 

According to the record, the iDCreased in1:rastate 
toll reve~s to Coneinental resu1~ing from the CO-recommended 
intrastate toll ine'rease would be $2.825 millian, 4md the 
increased revenues from fully compensa.tory charges ferr premises 
visit, premise wiring, and station b..a.ndling would be $764,000, 
a total of $3 .. 589 million. This compares to 4 computed inera.­
state revenue requirement increase of $1.820 milliou. Orde:ing 
Paragra~h 12 of n.93367 requires Continental to reduce its 
billing surcba~ge in the amount of $9.0 million per year to 
offset inc~eased settlements resulting from that decision not 
to exceed the 11.34: ':4te of return authorized 'by :0.92804 
dated March 17, 1981 on Continental's A.599S6 for a general 
rate i'O.C~ea.se • 
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Witness Evans fu:rther testified that by let:e:r date<! 
July 13, 1981 to tbe smaller independents ~ he provided .an 
est:1mate of the i~astaee revenue requirement for each eompcy,. 
together with a suggested rate design of inc~e43es in service 
cocnectioo. charges, toll,. and exchange rate surcharges to equate 
to their respective revenue requirements. !he total additional 
intrast.aJ:e revenue requirement for the 22 indepeudene companies 
vas est1mated to be approx;mately $5.1 million. '!'he i=rease 
in settlement revenue. for these companies 4ue to rates graueed 
in D.93367 is $9.2 million.. In addition, t!le toll ratei:cc:%e.ase 
proposed by CD for Pac ifie: would yield these comp.anies an 
additiaaal $2.3 million in settlemeut revences. :Because the 
setelemeut effects of 1).93367 and the proposed toll i1X'rease 
more than offs~ the iDcr~ased expenses relati:1g to expensing 
station cotmeCtions,. witness Evans recommends that no .additional 
rate relief be granted in this proceeclixlg except for the fili:g 
of 4 malti-element service connection charge similar to 
Roseville IS wieh the element contAin:Lng the premises visit, 

premise wiring, and st.a~iou handling activities at a $30 charge 
level. These cost-related elemeuts comprise the avoidable 
charges. 'I'be total additional revet1t1e resultitlg from the 

tmplementation of this $30 eharge by tbe 20 pri=ary independents 
reqaes:ing rate relief is estimated by th~~ to be S21,7SS . 
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Pre-wiring 
Both the RRD and CD wit:1esses noted that as a. result 

of • formal complaint (C~10833), tbe Commission by Resolution 
'1:-10346, supra, .authorized Pacific to file a. new tariff schedule 
covering customer-provided res1deuee interior wi:e (CPn1) .. 
According to the record, Pacific r s tariff filing by Advice 
Letter 13757 is the first step toward the deregulation of 
sta.tion wiring,. cd it is recoXDme1lded that all C.l1forui.a 

telephone companies file a. slluilar ua:if£ to allow the pro­
visiou of customer-provided. wiri~ on rJeW conseraction .. 
Post-wiring 

It is the recommendation of the C~ witness that 
po~t-w1ring, other than the utility-provided simple' jack 

cottVersicns and extensiou cords a.:d less complex post-wir1llg, 
sbould be deferred untilPbase II of this proceeding,. where 
teehnical and safety standards aud a format for inst%UCtions 
for simpl1fied post-wiring can be developed. 
Cash-flow Effects 

RRD r s witness Terry R.. Mowrey presented testimony 

discussing the lmp.act of expensing station c:ounectiotlS on 

Pacific:' s financing requirements and cash flow. 'He noted 
that on a pro for=a basis, including the effects of D .. 93367,. 
Pacific will gene:a.te approximately 59.4~ of its ca.?ital 
requirements internally with the ba.l.a:o.ee being financed through 
the s.ale of additional debt and common stock. According to the 
reeord~ the increment.l impact of expensing station eonnectiou 
equi?mene will be a reduction of net capital expenditares of 

a?proximately $39.6 million resulting ~ a deerease iu debt 
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filla:ccing of $29.7 million. '!he result: w~uld be to inc%'e~e the 

peree:.t of 1nt~lly generated fucds to 6l.5~. ACcording to 
ellis wienes.s, the decrease iu debt: financing would be in short .. 
term rather than in loug-term debt and, therefore., would not 
impact Pacific: t s loug .. ee:m financing plans. Fu:1:b.e'r::ore, the 

ilaprovement in the generation of interaa.l fuccIs would not, in 

b.is opinion, provide ~err:.al funds of the :cagni1:Ude repre.seut:.a­
tive of a solid "A." telephot1e utility. 
Staff 'Brief 

For the purposes of this proceeding Pacific:, General, 
and Continetl1:.al accepted CD's revenue requirement computa.tions 
and proposed ra.t:e spread. Couseqcte'Ctly., the sea.ff limited its 
brief to commenting on argameuts see forth in .a closing SUl.tement 

by Leonard Snaider on behalf of the Cit:ies of Los Angeles, 
Sa.n Diego, and San Francisco (Cities). 

The staff agrees with Cities tbs.t the CalUonda 
Public Utilities Commission is '.Cot: legally bound by the FCC's 

expeus ing recoazmeuda.tion made in Docket No.. 79-105.. However ., 

it is noted that the staff has determined and recom:oellded that 

the expensillg of ci'1.e ins icie wiring por-:ion of AcCOWlt 232 should 
now be adopted by the California. telephone companies because 
the current aecountiDg systems finatleial and rate inequity 
problems are considerable.. '!be suf: fully suppor-es the proposed 
accounting changes .. 
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'I'he seaff also a.grees with Cities that the proposed 
.accounting changes will llOt affect 1:he cost: t:o P.a.cifie for 
providing statio: connection services in the sense thaJ: it will 
not materially .affect the ca.pita.l expensing program for station 
eo:mections. However, the s1:aff does not .agree that the revenue 
requirements would be :dmilarly unaffected by such accounting 
changes bec:ause charlging the .aceaanting for a particu'lar cost 

from capitalization to expensiDg will result in ixm:Dedi.a.te 
ine4ease in revenue requiremeuts for the .'rleW costs because 
they will be imme<iiat:ely and totally recognized as a cost of 
serrlee instead of beUlg deferred and recognized t:lVU a period 
of time. At the presem: time, the cLeprec1.atiott raee applied 
to Account 232 is intended to expense only t!lose items phys1cally 
retired from ser7iee at coses w1l1c:h are duplicated when 0'1le 

customer moves out and another eustomer moves i.e.. Orig:tna.l 
cost of installation is never .actually depreciated. Co'CSequently, 
under C'tl:r:e'O.t accounting the majority of costs c:::xr.:ently 
capitalized in Acecrant 232 will still be in the account lO years 
from now» whereas under tbe expense aceounting tb.ey would be 

lO~ expensed at that time. 

The staff f'C:r:ther argues that, in the past» se-rvic:e 
connection c:osts were 1:1ot fully compensatory in order to :support 
the universal service concept. Since the proposed ac:couneing 
ch.anges increase telepb.oue c:cmpac.ies' =eve::ue reqairemetrts., 
the staff believes i1: is only fair to spread such. increases 
to all classes of customers including those who have benefited 
from initial access to the 1let'Work u:1der the universal sern.ce 
concept. 'I'b.e staff also argues that while it is r;rc.e 1:hat under 
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CD's proposal the cost-causing customer will not pay 1:001. of 

the costs which be caused to be ixlcurred at this time, there 
is ample evidence in the recorci to support charges .a1: less than 

full cost. Inc lud.ed in such evidenc:e is the fact that erau .. 
fer.riug to full cost 1n one jump would result in excessive 

increases. The staff also notes that its ra.te design reeom­
menc1.ation is Particularly fair 'because only t1:1e d:tsc:retiouary 
elements of the proposed service connection charges are se~ a~ 

full cost of service allowing the cost-causing customer to use 
his own efforts to .avoid such charges where possible. Accordi=g 
to the staff, its recommended rate design continues a. re.asou.able 
subsidy to customers for charges they cannot avoid. 

With respect to Cities' 3:rgtmletlt that Pacific's rate 
of return sbould be lowered to re£leet the f:1rJa:ccial advantages 
accruing to the company for the removal of station connection 
charges from its rate base, the staff po1nes to evidence by R&D 

witness Mowrey indicating that Pacific' s reduction in debt 
finaneing will reduce only sbort-te:m borrowing and will not 
affect long-term security issues,tberefore will not t=paet Pacific's 
rate of reta:rn requirement .. 
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IV. POSITION OF PACIFIC 

A.60S10 

On May 4, 1981 Pacific filed A.60510 requesting 
authority to 1ncl:ea.se its intrastate rates by $252 million a. 

year (iDcreased to $280 million a year by .amendme1lt £Ued 
June 5 ~ 1981) ~ reflecting and passing through to its customers 
the additiO'Da1 costs resulting from expensing of station 
connections and amortizing the embedded investme1lt for tIle 

inside w:rU:g portion of Account 232 as required by the FCC 
decision in !)oelcee No. 79-l05. l'be additioual. revenue 
requirement com;tut.i.tions reflect the amortization of the 
inside wiriug poreion of Account 232, Station Conneetio'CS, 

on a flash-cut basis to become effective on October 1, 1981. 
Public Wieoess Rearl.ugs 

Public wituess bearings 0'0. this matter were beld in 

San Francisco on July 9, 1981 and in Los Angeles on July 1.3? 
1981. At tile San Franc:isco bearing one public witness testified 
that, in his opinion~ service r~ered by Pacific was goOd and 

that to maintain such good service this CoumissiO'll should be 
generous in the granting of the requested rate relief. He 

noted that the then current market value per common share of 
stock was $15 as contrasted with a. high of $48.22 per share in 
the 1960 to 1978 period a.nd that present earnings per share are 
low. One public WieceS3 appe.ued at ~be eveuing sess iOI1 

protest1:lg any increase to the lifeline service rates. At the 

Los Angeles beariTlg a total of eight of Pacific:' s subscribers 
presented tese:tmo:y and/or statements. !he testimony md/t:1r 
statements were ge'Ceral1y in opposition to the granting of the 

requestea rate relief on various bases rzoging =rom lack of 
need of the increase to the inability of t:be sub3cr1be%s to 
pay such increases • 
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Pacific '8 Testimony 

Testimony and exhibits were presented on behalf of 
Pacific by its scaff director. rate spread planuing-regalaeory 
planning, Gary McBee, and by its assistant vice president­

financ:Lal assa:rauce, C. I. Hensley. 

Witness Bensley's test~ indicated that: 
1. Pacific cousiders the expensing of station 

connectiot1S .a. highly necessary step and 
concurs with tbe Cccmusi01l st~f reeommenda­
tiou that the flash-cut method of i:rzplement.a.eion 
be adopted. 

2. A relatively small ~centage of ~bscribers 
appear responsible for 'the ciramaeie groweh 
in Ac:coact 232 wb.ich, at presec.t, is in 
excess of $1.6 bU11ou, or about $102 per 
telephoce in serviee • 

3. 

4. 

Expensing the inside wiring portion of 
Accotmt ~32 will result 1n a sizable 
reduction in capital requirements and will 
also permit charging eocneceion costs :ore 
fully to the cost causers_ 

Pacific estlmates that between 1971 and 1980 
customer movement accounted on the average 
for over 75~ of its station eocneetiou costs. 

5. Pacific's additional revenue requirement for 
this proceeding should be computed using the 
rate of return authorized in coaneetion with 
its A.S9849 for a general rate increase 
(lZ.91~ a~thorized by D.93367). 

6. A tracking system to ensure proper acCO'Cllti:lg 
of the revenues and expenses assoe1.a.1:ed wi1:h 
expensing station connections is unnecessary • 
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The test~y of witness MCBee indicated :hae: 
1. He was .asked to develop .a rate design to 

produce $272.4 millio1:1 of additional revenue 
to Paeific~ 4fter settlements~ on a 1981 
test year basis. 

2. Iu designing the rates, be assumed that 
service eoaneetion charges proposed in A.S9849, 
supra., were a.pproved as reqaested. 

3. !he additional reveuues should come from 
the ~bile minority of the customers who 
cause most of the costs. 

4. The mttlti-element serv'ice coz:m.eetion charge 
can be divided i:to uazvoidable and 4Voidal>le 
elements. 

5. Pacific proposes 'to cb.arge full eost far 
the avoidable elements and less than full 
cost for the ~oidable elements for this 
proeeedixxg with the :£.n:ene to raise the 
~voicLable charges to full eost in the next 
general rate ~~e4Se applica:iou. 

6. 'Ib.e proposed complex service eoac.eetion 
charges were developed by combining s~le 
business multi-element c:b.arges far the work 
activities required for & complex installaeion. 

7. Pacific proposes to increase the resicienee 
central office eo~tiou charge $11 the 
complex service counection eb.a.rge $<s, the 
residence flat rate access line charge $1, 
most business access lines $2, and business 
flat t:I:'Unks $3. No inc1:ease is proposed for 
measured and lifeli~ resideuce service .. 
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8. The proposed ine=eases in the service CO'IlCection 
charges would 1llerease revenues approximately 
$18 million, the increase in business a.c:ceS!I 
li:ces would produce au adciitioaal $46 million, 
and the increases in resideflei.a.l flat rate 
service would generate an additional $73 
million~ a total of $137 million. 

9. !he remaining $143 milliou of .a.ddit~l 
revem:&e re~ire<i would, according to Pacific's 
propos.al, be obtained 'by a 16.4Z surcharge for 
business CtLStCJmerS and an ll.lk surcharge fer 
residence eustomers to be applied to beeh 
new and old customers. 

10. Evidence indicates tnat ine=astate toll 
revenues are apprexi:ately 2~ t~s cos~ 
so no inC'rease for this s.ervice should 
result from this proceeding. 

11. Pacific plans to expand its tariffs to 
penait eustomer-p1:'ovided inside wi:re O'tl 
a post-construction basis la.te in 1981 or 
early in 1982. 

12 • '!he full costs far unavoidable service 
connection charges are as follows: 

Business Residence 

Initial Servic:e Crrde-r!1 
Move cr Change Order!! 
Record Cb;mge!/ 

Central Office Cotmectioll Charge 

$53 
40 
21 
32 

$37 
33 

II 
30 

~I Only one of these charges would apply 
on any single order. 

14. The full costs of avoidable service eOmlection 
charges are as follows: 

Premise Wiring Charge 

Station Handling Charge 
Premises Visit 
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Pacific's Acceptance of Staff Recommendations 
'Far the purposes of expediti:lg the resolution of this 

mateer:p Pacific accepted the RDD's revenue requirement: for 

intrastate reveu~s of $264 million and its recommended 
accounting tracking procedures:p and CD's reeOl:ll:Cended rate 
spread and rate design. Pacific r s counsel emphasized that 

acceptance of these £igu:es aud recommendations is for the 

pa:rpose of this proceeding only and t.hat Pac 1£ie wO'I.'tld reserve 

tile right to challenge any of the computations:p methodology, 
and recommendations in future rate proc:eedUlgs. With this 
tmdersta.1:2dins:p Pacific made a elosi:lg statement in lieu of 
filillg a. brief, and tbe staff stated that under these cireum­
states its brief would noe address Pacific's nesentaeions. 

Pacific's closing st.a'temet1C was in reply to tbe 

position of Cities as presented in a closing stacement =ade 
in lieu of briefs by Leouard Sna.ider. !be closing statemen= 
generally addressed the need for the requested rate relief, 
the overall benefits to the utility and ratepayers of expensing 
rather than capitalizing 5tae1ou eom:z.eetions, the reasons for 
limit1:lg ehe transition to a. full-cost basis to tlle avoidable 
cost elements of a multi-element service eo~eetion charge~ 
and the l.lC:k of effect on Pacifie' s fina.nc:ing requiremen1:s 
and cose of money 1£ the additional revenue recomme-o.cied by 

the Commission st.a£f is grant:ed • 
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V. POSITION OF CON'rINEN!AL 

A.60602 

3y this 4ppliea~iou Continental seeks to increase its 
rates~ effective Oe~ober 1, 1981, by $1,820,000 to offset 
increased costs resulting frem expensing inside wiring station 
equipmeu~ ancl amortizing the embedded. eost of suc:b. previously 
c:api'talized statiot1 equipment. aver a lO-year period. Cot.U:ine'llt.al 

proposes to inerease its installa~ion and move-and-change charges 
as tabulAted below. SUch increases are est:i::Lcted to produc:e 
$764,.000 of additional .annual revenues.. Coutineneal proposes 
to obtain the balance of the required revenue il:l.crease of 
$l,056,000 by the imposit~ of a surcharge of approxfmaeely 
31. to be .a.ppliecl to all local service ecstomer bills • 

Descript:ion 
? erc en: ?ercene 

P~e5en~ ?~oposed Inerease ?~esen~ ?~ooosed !nc~eaae 

CUS:OClcr request ch.a.rgc, 
per cus~er or4er $15.00 

lJ.ne a.ecess charge, ~er 
line 20.00 

Pre=ises V1sit ch4rge~ 
per visit. 

Wiring cci bloekl j .ack, 
per l~tion 

Stat.1onlcqu1pment 
eoonee:.:Loc. charge 
(stand4ra t.elephone 
equij)Clent) 

15.00 

10.00 

s.oo 

S15.00 

20.00 

17.00 

16.25 

13.00 
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Public Wit~ss Hearings 

on July 27, 1981 public: hearings were held in 

Victorville eo provide Continental t S customers with a 

couveuient opportunity to present statements otL the pending 
rate increase application. A tot.al of uine subscribers 
presen'ted. testimony :md/or statements on this matter. One 

subscriber testified that he agreed with the pre'J2i se that 
service connection charges should reflect costs but tha~ 
the personnel of Coutinental f=equently assessed pre::ises 
visit cha.:ges when there was no premises visit involved" 
.and that, 1n his opinion, the proposed charges for complex 
business telephones were far in excess of actual costs and 
should uot 'be approved. 

One subscriber complained. of er.t"o'CeOUS billings by 

Continental ~b.ich: were very difficult and t1me-eO'CSllming to. 

rectify. Another subscriber protested a rate increase because 
of the impact that such an i1lerease would have on low 1llcome 
people. 1'be ba.l..a.nce of S'tlbscribers macie state:nents foeusi:lg 
ott various service problems eueountere<i by them such as 
inoperative telephones, noise on the line, i:1.a.bility to contact 
operator because of constant busy signal, .and difficulty in 

reaehillg repair service. 
Similar seatements .about the quality of service were 

made at public hearings on Continental's A.59936 "for a. general 
rate increase. In D.92804 da.ted. March 17" 1981 0'0. this 
application, we required Continental to report ou a monthly 
basis all of this Commission's General Order (GO) 133 service 
indices to allow us to measure ;m.y improvement in the servi.ce 
level in the Victor Valley area and to eusure tb.a.t the steps 
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taken by Continental to resolve its service problems were 
effective. Should tb.ese %rIOtI.tbly service repor1:s indica:e 
little or no :improvemen: in service., we will take further 
.action on this matter at a. 1aeer d41:e. 
Tes timon! and Exhibits 

Testu.ony a.nd exhibits we:oe introduced into evideuce 
on behalf of Cot1ti:lental by i2:s revenae reqtd.reme=s manager,. 
Richard G. Pfeifer.. According to ll18 testimony, the ineras~ 

reve'.C1tle requlJ:ement for 1981, on a. flash-cut approach, was 
estimaeed by Ceut:iX2ent:al to be $1,818,000. !be Commi.ssiou 
staff reviewed the ealeuJ..atians and deter.nined the intrastate 

revenue requirement to be $1,820,000. Because of the si:Dilarity 
of estimates, Conti:neutal adopt:~ the Commission staff's 
computations • 

Wit:aess pfeifer further testi£ied tb.a.t to lesse: the 
1mpact on its customers, Continental proposes to il:l.c'reue ouly 
the d1scretio:aary costs of the installation and move-and-ehange 
charges, i .. e. premises visi'ts, premise wiring,. and connection 
cba'rges. He noted eb.a.t Coutir.ental is c:ur.:eutly 55'%. modularized 
and anticipates being TSZ modularized 'by year-end 1981 and that 
it ll.as a. "phone store" or pickup' center in eaeh se-::vitlg area. 
Contine~alrs Aeceotanee of Staff's Recommendations 

By letter dated August 26, 1981 Continental advised 
tnis Commission eb..at it did not intend to submit a. brief 0t1 

this matter. 
Iu tllis letter it was iudicated that Coneinental 

does not object to ei:her RRD's calculation of its revenue 
requirements nor to CD's ?roposed rate spread. However, it 
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U Cout:1nelltal' s belief that in view of the fact t!:1e Commission 
st:a:f£ has reviewed its eost studies in co-anection with Resolution 

T-10296 in its ''unbuudliDg'' tari:f filing and in D.92804, RRD's 
proposed .accounting t%acking proeedares would be of relatively 
little va.lue. In any event Continental believes ~erly 
repor1:itI.g rather than monthly report would be s4t:isf.a.c:t:ory. 

VI. POSITION OF GENERAl.. 

A.606Q8. 

On June 2, 1981 General fUed A.606OS seeking authority 
to increase some of its rates and charges by $72.12 million per 

ye.ar to reflect .and p&s.s through cost :£.nc:reases resulting from 
changes in station connection accountiXlg procedures. '!he 

proposed gross illC%ea.se of $72.1.2 million was estimated to net 
Gener.a.l. $62.57 million after settlements. However,:he testimony 
of one of General f s witnesses indicated :he $62.57 million 

figure should be increased $4.45 million to $67.02 milliou to 
reflect the i:lC%'eased reveuue requirement of Pacific as set 
forth in its ame~ A.6CS10. 
Public Witness Hearings 

Public wit1less hearings on A.60603 were held in 
los Angeles on July 13, 1981 .and August :3, 1981. A total of 
15 subscribers presented testimony and/or statements in 
opposition to the granting of the application. '!he bases for 
the opposition to the increase varied widely from tb.e .alleged 
poor quality of service being rendered 'by Ge:1eral, the 

unreasonableness of the ZUK rates presently applicable in the 
Strnlar.d-'l'ujonga area., the inc::ompe:ent and i:zrpolite persom:el 
employed by General, b.igl1 sal.a.ries paid executives, and the 
nigh level of the proposed service c:o=.eetiou eharges • 
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All of the above issues are cur.tetl.tly bei:2g addressed 
10 connection with General's A.60340 for a general rate ~ease# 
COllSeq:uently, we will incorporate the abcve public witness 

test:!.mony a:nd/or sta:temeuts into tl:le record of A.60340 by 
refe:ence for consideration in arriving u our decision in 
that matter. 
General's Presentatioc 

testimony and exhibits were ?reseneed into evidence 
em. beb.a1f of General by its buctget directO't', L. E. Hegge, by 

its business relations director, G .. S # Hascall, by a service 
facilities .analyst in Getle'.ral f s service depa.rtmer:.e, Jim King, 
and by its rates and tariffs manager in the revem.:e requirements 
department, L. G. Martinsen.. '!his test:!.:ony indicated that: 

1. Ib.ere are three ma.j err problems e1lCota:ltered 
under current accounting procedures: 
.1.. Current depreeiatiou r:n:'oeer.iures ce"C.t:ering 

arO'tmd the zero reserve bala.:oee concept 
do not provide for adequate recovery of 
capital .. 

b. A major portion of service order 
assignment costs is capitalized even 
thot:gh. not directly related to the 
provision of staticu connection 
wiring. 

c.. Ctzrrent proeedures do not provide for 
the matcl:J.i::g of revenues ;md expenses 
.as is necessary to ch.a.:ge the cost 
causers the full amount of expense. 

2. !he specific ratepayers generating the .station 
connection costs rather than the general 
ratepayer should bear suca costs • 
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3. Appropriate ~counti:ag eb.anges should be 
ado~ted to allow the telephone utilities 
to begin matehi:1g station connection e%petlS4!S 
witl1 revenues and to begin recovering tlle 
expense-rela.ted embedded invest:::eue in 
Aeco=.t 232. 

4. Station wiring costs au the customer side of 
the ~otector (8~ of the investment in the . 
account) should 'be expeusec1, .mel the balance 
in Account 232 should ecc.ei:me to Oe 
capita.lized. 

s. General favors the flash-cue 1mplemeutatiou 
of the .ac:eouneing eb.anges becau..se it is 
more likely to gain accepta1Xe from the 
IRS~ it would not prolO'C.g present il'lequitable 
procedures, it weald have a smaller total, 
revenue requirement, and ie would increase 
ehe cash-flow to General eo a greater extent 
than the phase-in ::w:thod • 

6. 'I'he embedded. inside wiring ?Ortion of Account 
232 should be amortized ave: a lO-year period. 

7 • ISefore any change in account ~ocedtrre is 
effected, the following procedura.l :a.atters 
sbauld be resolved: 
4. Establishment of outside wiring 

deprecutiou rates. 
b. R.equired changes to the Unifor:n System of 

Accouuts. 
c. Reclassification of account balances at 

time of implementation of accoant chauges. 
8. General has withdraw. its request for b.~r 

station connection depreciation r4~es ef.ective 
in 1982 peudilJ.g outcome of this :aatter. 

9. The aerial or underground eOm:Lections ~ drop' 
a.nd block wiritlg, and proeeetor should 
coutinae to be capitalized and the balance 
of premises wi=ing should be expensed • 
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10. The interf:lCe jack for CON for resideutial 
dwellings should be accessible from the 
outside. 

11.. The use of a.u existing jack as an interface 
point should not be per.:itted. 

12. New customers should not be exempt from the 
surcb.arge to recove= the embedded costs of 
inside wiri~g in Account 232 .. 

13. The net reveuue requirement to Genera.l for 
expensing station connections is estimated 
l:0 be $67,019,000 requiring a gross revenue 
requirement ~crease of $77.25 million. 

14. Gelleral proposes to recover $38 .. 17 milliou 
from increased service cO'C%leCtiou charges 
and $39.08 mill~on through a billing sarcbarge 
to all customers. 

15.. The proposed rates for service comeetion 
charges woW,d. cover abou1: 68'%. of the costs • 

16.. Over a. period of time fully compensatory 
rates should be instituted. 

17.. An optiOtl.a.l payment plan with a :o.inimum down 
payment, minimam monthly ?aymeut, and a 
minimum and maxi:mlm pennissible m.mlber of 
monthly payments should be provided. 
Interest cb.a.rges sboa.ld equal 157. annual 
rate ou the unpaid balance .. 

General's Acceptance of staff's Recommendations 
At the August 13, 1981 hearing General stated tbat 

it would stipulate to the sta::£' s inerastate net revenue require­

ment est1::xates for it in tb.e S'Cm of $71.4 million. By letter 
dated Augast 24, 1981 General indicated 1:hat, af1:er review, it 
is now willing 1:0 accept the rate spread proposed by staff 

witness Eva.ns and the t%acking system proposed by 'RRD as tb.at 

system is tmde1:'stood by Geueral in additiou to the staff's 
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revetlUe requiremem: est:!.m.a2:es. In ligb.1: of the foregoing~ 

General indicated it: would not file a written brief 0'l1 this 

matter 'btlt does coucur wi1:h the verbal ~gameuts macle by 

Pacific: in support of the proposed accounting cb.anges. 

VII. POSInON OF ROSEV!IJ..E 

A.60706 
Roseville filed A.60706 on July 3~ 1981 requesting 

authority to ine-rease certain rates and charges by $S2S~OOO 

per year eo reflect .and p.a.ss el:trcragb. cost increases resulting 
from changes in sea.tion connection .accounting. 
Publ:Lc Witness Rearipg 

Public wit:ess b.eari~ on this matte: was held in 
s..c:rameneo on August 14, 1981. One subscriber of Roseville 
appeared at the hearing and preseueed testimony. Be is a 

small businessman operat:ing out of ~ameuto. He plans to 
obtain a Roseville list:ing and objects to tbe proposed SlZ 
~Tea..se in the service connection cb.1rges as being U;1l%'easorzable. 
Roseville's Presentation 

Testimony and exllibits were presented on behalf of 

Roseville by its coutroller. Mc"k B. Shull, aud by its operations 
manager, A. A.. Jobns01l. The test:1mony and exhil:>its indicaJ:ed 
that: 

1. The effect of expensing station equipment, 
without offsetti:lg r.a.te relief. would be to 
decrease ehe rate of :return from 9.5~ eo 
8.11. for total company operations and from 
9 .2~ to 7.8"%. for intrastate operatiOtlS • 
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2. The total intrastate additional revenue 
requirement to offset the cost of expeusillg 
station cOtmections is $1,767,000. Roseville 
estimates tb.at $1,242,000 of this will be 
obta~d through toll settlements, leaving 
$525 ,000 to be obtained through an i':1a'ease 
iu local suvice revenue. '!he $525,000 
local service revenue increases consist of 
$73,000 from iccreased service connection 
cha.%ges, $142,000 from a 14 .5~ surcnuge on 
business serviCe,. and $310,000 from a lo-t 
surcharge on residential telepbones. 

VIII. 'POSInON OF CInZENS 

A.60707 
Citizens filed A.60707 on July 3, 1981 seeking 

au'tbority to inc:rease certain local serrl.ee raus in the sum 
of $371,.000 to pass through cost increases resulting from 
ehatlges in station co=eet1on accounting ?rocedures. 

Public Witness Hearing 
'!he public wit1leSS b.earit1g on this application was 

held in Sacramento on August 14, 1981. No Citizens r subsC1:'ibers 

appeared to make statements or present testi=ony. 

Ci'tizens' 'Pre~entatiou 
Testimony ~ exhibits vere presented on behalf of 

Citizens by its assistant vice president, secretary, and 
assistaut treasurer, Charles B. Bromagem,. atld by its .a.ssis't.ant 

vice president and a.ssistau't treasurer, Ro~ L. 0 'Brien. !be 
testimony and exhibits indicated that: 

l. !he ad4itional revenue requirement ueeessary 
to maintain a 9. 77i. rate of return after 
expensing station conneetions is $1,.801,.000 
for tota.l company operatiot1.S and $1,.446,.000 
for the in'trastate operations • 
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2. Citizens plans to obtain $135,900 additional 
revermes through increased service cO"Cllectiou 
charges, $235,100 tbrough an iucrease 1:1 basic: 
local service rates, and the bala~e of 
$1,075,000 of the additional revenue require­
ment tbrough increased toll and EAS settlements 
from Pacific. 

3. An 1neremeutal revenue increase of $1,109,000 
is requi%ed in additiou to the basic iutrastate 
revenue increase requiremeut of $l,446,000 to 
offset the loss of the ~ene tax deduction 
for telephone insullation costs because income 
taxes, preseut1y deferred as a. bet:efit of book 
timi:g 4ifferences, become payable. 

Applicatiou to Reo2!n Proceeding 
On ~t 3l, 1981 Citizens filed an application to 

reopen tb.e proceedings to pexm1t it to present addi'tiO'O&l 
ev1de1:l.ce. According to Citizens, ehe additional evidence is 

%lec:essary eo reiU1:e CD's reecmmettdation that all independent 
eelephoee companies iuc:luding Citizens be l:t:D.ited to their 

share of oil $110.2 million toll 1nc:rea.s.e recommeuded for P~ifie 
.as saeh .a recommendatiou represents a radical dep.a.rture from 
CD's origitta1 proposal, was presen1:ed in such & m.a::nner that 

adeqa.ate opportlmicy to respond thoroughly to the recommendation 
was not available, was based. on absolutely no evidence ou some 
important points and scant evicietlCe on o~s, and. was appare'O.tly 
based on an unsupported assum.p1:ion thae l.f Cieizeus was to 
receive its reqaested additi01lal revenue of $1,446,000 !)lus 
the increased settlement revenue as a result of D.93367, it 

would ear:1 an excessive rate of return • 
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Subsequent to the filing of the ~pplication to reopen 
the proc:ee<l1ng~ representatives of Cit1zet1S met with the 

Coumissioo. staff in an effort to resolve their differences. It 
was agreed that the toll and EAS settlement revetme eompuea.tioo.s 
made in aceordance with tbe regula.tory for:m.1la and used by the 
staff in its presentation would e:tCeed the aceaa.l reecv~ due 
to Citizens' unique method of handling seatiou connection 

charges for income tax purposes.. As set forth in the testimony 

of Cit:Lzeus' wit:lless 0 'Brien, it has historically treated 
station eomeeti01l eosts, capitalized as per its books ~ as an 
expense in the years of expenditure Oll its tax ret'llrll .and 1n 

the tax computations used for ratemalcil:2g purf>Oses:t 'but has 

used book investment and book depreeueion for all purposes 

in its settlement computatiotlS. With the insicie wiring portion 
of Aceouut 232 being expensed rather than capitalized, Citi%e1ls 
will lose the 'benefits at this book-timing diffe:enc:e witb. the 

result that the rela.ted deferred income taxes become ~iately 
payable. Cousequently, au increase iu exchange revenues of 
$406,000 is required to place Citizet:.S on the same basis as 

the balance of the independent telephone companies. 
!be above information was transmitted by letter dated 

Septem.ber 8~ 1981 to ALJ Johnson with ehe 1:1oeation that Citizens 

would agree to withdraw its request to reopen the hearings if 
the letter eould 'be made a part of the record.; The staff:t 'by 

letter da.ted September 18~ 1981, indicated it had no objection 
to having the above letter made a part of the recorcl. We will 

therefore accept the lette:, including four pages of compueations 

atta.c:hed, as late-filed Exhibit A in A.60707 
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A review of this exhibit cO'tlfir.as eb.a.e an increase 
in CitizetLS' e:c.ehange 'revenues of $406,.000 is required to place 
it in the same relative earning position as the other independents. 
Such an inc:rease would be in addition to the i:lcreases :-ecommended 
by s~aff wit'JlesS Evans. we are pe'.t"suaded that such an l.ne'rease 

is justified. .aDd the order that follows will so provide. 

IX. POSInON OF 16 SMAIl" 'IELEPE:ONE COMPANIXS 

Reoresent.ation 

Alvin H. Pel.rr...n and william R. Ra.erle ~ of the fir.:n 
of Pelavin, Norberg,. Harlick and Beck, filed a.n appea:ra::ce for 
the following l6 telephone companies: Calaveras 'I'elephoue 
Comp.arry,. Capay Valley Telephone System, Inc.,. Donis Telephone 
Company, Ducor Telepb.otle Company, Eva'.QS 'telephone Company, 
Foresthill Telephone Company,. Rap?y Valley '!elepb.ot:e Company,. 
Hornitos Telephone Company, Kenaau "relepb.o1:.e Company, Livit:gSeOt:. 
Telephone Company,. Harip¢sa County Tele?b.one Company,. Pi:.a:r..aeles 
Telephone Company, Sierra. 'telephone Company, Siskiyou '!elepilo'ce 
Company, '!be Ponderosa. Telephone Caapany, and V01CaDO Telephone 
Company (16 small cos). 

!he position of the l6 small cos was see for:n in 
a C01lCU%"rent brief filed by the above a%:torneys. 

As previously stated, each of these 16 small 
1ndepe-edeues made individual filings in July 1981 requesting 
specific raees within the scope of and in compliance with 
OIl 84. Ihese respective filings reqTJested specifiC offsetting 
revenue inc'reases to make up far lost ear:li::.gs which will be 
ca.used by eb.e added expense of tlle proposed changes in .accounting 
methods and procedures • 
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The position of the 16 small cos is that this Commission 
should authorize for these companies rates designed to offset, 
on a. dollar-for-dollar basis, the expensirlg of station ccn:meetions 
as proposed in this proceeding and S'mmza:ri:ed 0'0. page 5 of this 

decision. Sixteen small cos argue that there is no evidence in 
this record to justify a de~ease in the intt.a.state revenue 
requirements .as originally compueed by CD and see forth both in 
a letter daeed July l3, 1981 to the 16 small cos and in CO's 
original proposal in th.is record. As ?reviously stated 7 CD 

revised its original estimate to reflect iuereased settlement 
revenues resulting from D.93367 and recommended that 16 s=all 
cos' further revenue increases be li::::lieed to ebeir proporeiouate 
share of the recommended $110.2 million intrastate toll increase 
for Pacific plus the increases resulting f%om the implementation 
of tb.e $30 cost-based multi-element eonnec:t:ion charge.. Aceordillg 
to the 16 small cos, CD r s revised recommendations radically 
depart from the revenue offset concept included in CD's orig1rlal 
proposal and. the revenue ~ease requests of the 16 small cos. 

'!he 16 small cos ftz:rther allege that the staff's revised 
position regarding the reduced revenue reqairemeut for the smaller 
illclependents totally disregards the speci£ic l.angu.age of the 

Commission in D.93367 wherein it ordered a message toll ioerease 
which it did nee find to contribute to excess earni:gs for the 
smaller independents and that the staff's revised rate des:£.gn 
makes .an inherent determination that the a:DOUnt of re~uction 
from the original esttmates represents excess earnings granted 
to e.ach respective sm.all~ independent in D.93367. Uncle: these 
circumstances, a.ccording to the l6 small cos, that ?¢rtion of 
the su.ff' s revised rate design, which reauces the or18i:%41 intra .. 
state reveuue requirement for the smaller independe11ts, is 
inappropriate and should not be adopted in this proceeding • 
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x. POSITION OF '!ASC 

Tes1:imtm.y 
Tes~imony and exhibits were presented on behalf of 

TASC and on his own behalf by Scott W. Flournoy. owcer of a tele­
phone answering service (IAS). 'l'bis tes~1mouy indica.ted that: 

1. In eoc11eCtiou with both A .. 60608 in ehis 
proceed1:tg and A.60340 for a general rate 
illc'rease ~ Ge'c.eral is attemptitzg to ix:.crease 
the installation charge for secretarial 
li.rles (SIS) from the ?resene level of $18 
eo _ level of $40, an iue:ea.se of 1221.. 

2. '!be seation cO'Cneetioll costs studies that 
have been provided 'rASe in response to 
'the discovery request in A.60340 do not 
separately analyze the costs of StS 
installatiOtlS, but deal exclusively with 
"sur,rogate r, seation-coll'Cection funetiotlS 
which Geueral cla~ bw: b.as nowhere shown,. 
.are representative of· tbe costs associated 
with an $I.. insta1latiou. 

3 .. '!he SI. installation functions di£fer :rom the 
surrogate station cottneetion funcei01lS in 
that they typically involve nothi':lg more 
than the running of a jumper within the 
telephoce company central office co~ecting 
its customer's telephotle lines aud a typically 
dedicated $I.. lirJe wb.ich runs 'be~..,e~ the 'lAS 
aud the central o££iee. 

4. '!be paper«>rk associated with such ins~allatious 
should 'be minimal sitlce 1:be records of both 
the customer's li%2e ane:! tbe st. line have already 
been prepared • 
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Brief 

s. TASC believes that A.60340 rate case is ::be 
proper proceeding in which to address ::he 
issue and that General's efforts eo gai:1 
a~proval of it~ proposed m:lei-elemene 
charge 1:1 this proceeding are improper and 
burdeusome upon interested p.arties with 
limited budgets such as !ASC. 

6. l'he FCC's order in Docket No .. 79-105 simply 
does not cieal with tbe sorts of increases 
in SI. service c01lXleCtiou costs wl:t1eb. General 
is requesting in its A-4l tariff in con­
nection With A.60608. 

7. 'rASe would recoClDe'r1d thAt this Commission 
limit its additional order iu this proceeding 
to the implementation of the changes in 
acCO'C:Ilting proc:ed:a:res described in FCC 
Doc:ket No.. 79-105 .and tb.a.t to 'the extent 
that such implementations reqttire the 
application of an across-the-board billiDg 
surcharge to recoup embedded eosts 
associated with customer premise wiri:lg~ 
lASe would reeommend tbat such .a. surcharge 
not apply to the SL iDStal1atiaas. 

8.. 'rASe rec:oramends that the current SL ins~l­
latioll c:b.arges of $18 be kept in effect and 
that the service com1ectiou charge be 
transferred from General's A-41 multi­
element tariff to the A-24 schedule where 
it should be separately stated .. 

In its brief !ASC states that General is USing the 
proposed i'DCrease in the SI. charge eo $40 as a threat ~o ~he 
continued health and viability of the 'l'.AS industry. TASC 

further states its belief that the proposed $40 charge would 

have - dramatic repressive impact upon !AS's ability to attract 
the tleW business acco=.ts which it must regalarly secure to 
remain viable. In view of General t s apparent inteutiou 1:0 
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eneer into the field of central office .answering with service 
offer~ that are canpeti%:ive with 1:AS, '!ASC believes General's 
attempt to effect the l221. ixaerease in the SL installa.tions 
cb.arge 1$ wbolly improper. 

'XASC further .argues that: General's attempt to inc::ea.se 
all of the elements of its multi-element tariff in the ma::ner 
it has ?roposed in both A.60340 and this proceeding is wholly 
beyond the intended scope of the proceeding wb.ich 13 to implement 
the rate revisions occasioned by the a.ecOtmti:g rules formala.eecl 
by the FCC Docket No. 79-105 order. According to tASC, the 

FCC order iu that proeeedirzg coneemplates no cb.ange 1:1 accounting 
for "service order" .a:d "central office activity" costs of the 
service associated' with the i:stallation of an SL, as such an 
installation involves no customer premises labor or m.at:erials 

t:he accouuti::.g for which is t:he sUbject of the FCC Docket 
No. 79-l05 order.. TASC notes that the Commission staff 
recommends that the increases in General.' s multi-ele:rlent 
eariffs be limited to ch.e cost-based premises visit, premise 
wiring, and station b.a:ndlillg activities only, and fully supports 
this position • 
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XI. POSInON OF CInES 

leonard Snaider, appearing em beba.1 f of the City of 

San Francisco, made a closing $t:.atemen: on ~ :atter in lieu 

of filing of brief on behalf of Cities. 

1. 

2. 

Snaicier argaed as follows: 
'this Commission should recognize tba2: the 
FCC action on any matter is not binding 
in any way on this Coamissioll as indicated 
by the caJ.iforn1a SUpreme Court wb.ieh 
stated as follows: 
"the eo=missiou appears correct in its 
.~her view dlat it is noe bound by the 
depreciation rates or methods set by 
the Federal Communicatiacs Com=ission; 
and that '~t we are deali:lg ...r.th 
here is a deter.nin.ation of a fair aud 
reasoc.able depreciation a.llowatlce for 
intrastate rate-making ?U%'?Oses i:l 
california. 'Ihat deter:ni:latioQ lies 
with this Commission. 'ft ?aci:ic 
Tele~hone and Tel~aph com~ny v 
ealitornta PUC (I~ ) 62 C ~d 
;34 at 606. 

It is generally agreed that the objectives 
of the FCC orcler are to place the 'burden 
of station connection installatious on tbe 
causative cuscomer and to stop the growth 
in Aecount 232, Station C01ll:1ectiottS. 
S:a.icier fu:rther a:::'gaes that in response 
te> the goal of pla.eing a small amount of 
eusU>mers in a position where they :a.ust pay 
for the expenses wh.ich they caused,. we have 
instead a proposal by Pacific and in essence 
by the Commission staff of a $300 million 
rat:e increase which 1$ not falling on the 
people that caused the increased costs but 
rather is falling ou the general body of 
ratepayers • 
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3. The Commission is already attemptiDg to 
charge full costs to the cost causers by 
the implementation of cost-based rates 
regardless of the .a.ccOt..'"tlting. Consequently, 
if the goal is to pass costs on to the cost­
causing ratepayer, there is no necessity 
to make the proposed a.ccouuting changes. 

4. The present existing books of a.ecO\mts, as 
indicated by RRJ)' s witness, simply do ':lOt 
per.mit rates to be set even to the cost­
causing customer seg:aent let alODe the 
individual eost-ca'CSing c:ustomers. 'nlere­
fore, the goal of eransferri:tg station 
connection costs from the gene:al rate?<3-yer 
to the cost-causing customers cannot be met 
at this time. 

s. There are no a.dditional costs that result 
from the accounting changes .and, therefore, 
nothing to pass on in tbe for.D of iDereased 
rates. 

6. If the Commissicrc. wishes to accept the 
accounting cba.nge, it can do so a.t this 
point in time, but there is absolutely 
no need or no justifica.tion for mald.:lg 
a r atemaking change. 

7. The whole area can be reviewed 1:1 the oext 
individual utility rate cases at wl:U.c:h time 
there will be good evidence 0: what is 
actually in the station connecti~ charges. 

8. The Ollly cost change resulting from the 
proposed recommendations is the decrease 
in income taxes. Consequently, no rate 
relief should flow at this t~ • 
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XII. POSInON OF DUNCAN 

E. Dunc:a.u" wb.o made a. closing statement in lieu of 
submi:ting a brief" argaed as follows: 

1. The eelephoue utilities should be able to 
use customer ac:coant numbers to defit:e 
those people who are ~obile or stationary 
as .a. basis fer:: not assessing charges to new 
customers for the embedded costs in 
Account 232 .. 

2' .. The accounting system of the T.:elepho-ce 
utilities should be :evised to 
provide better estimates of fU'Care 
operations. 

3. Cost estimaees of $67 for a. name change 
appears excessively high • 
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XII!. DISCUSSION 

Bifurcation of Proceeding~ 

At the preheari:cg ccmference held on March 27, 1981, 
OIl 84 was bifurcated into two broad categories with Phase I 
covering the accounting and rate changes reqaired to reflect 
the expensing of the inside wiring portion of Account 232, 
toget~ with the amortization of the rel.ted embedded costs 
over a. lO-year period, and Phase II covering CON zed 
deregulation. 

Daring Phue I of this proeeeciiDg evidetlCe was taken 
on accounting changes, reveuue requirements, aud rate design 
associated With. the FCC-ordered changes in Docket No. 79-105. 
In addition, the subj ect of customer-provided residence -..n.ring 
and the less complex portions of the post-wiring issue was 
addressed in this portion of the proceeding.. The more technical 
a..,pec:ts of the post-wiring issue and the matter of deregulation 

of terminal equipment will be a.ddressed in Pba.se II of this 
matter. l"h1s ~cision includes the setting of a. da'te for a. 
prehearing c~ere:lCe on Phase II of the matter. At the 

prehearing conference on Phase II of this :na.tter, the remaining 
issues will be clearly defined and scheduling of b.earingda:ees 
and the excha~e of testimony and exhibit:s will be accomplished • 
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Uniform Cost: Study Procedure 
RRD's recommendation that a uniform cost s~udy 

procedure and d.oe1:aDenta.tion format be developed for and 
emplo~d by Pac:1f1c~ General~ and Coue1nen~al for 4etermining 
station connection costs of service for installations and moves 
and changes is unopposed by tbe involved utilities. Pacific: 
favors such a. unifor:n procedure bu: uoees t:'t the costs vary 
as a function of labor cose3. oueside plant facilit:ies. a%!.d. 

service order process ins methods and ~ therefore, a uniform 
proceciure could very easily result in dive%'gent cost cocpoaeu~s 
being developed for each uellity. l'he resulting cost component 
differences are insufficient reason to flaw the .acceptability 
of R&D's recommendation. 

According to the record, the determination of full 
cost of service pricing for staeion cOrlJ:IeCeion iustalla:ious 
and full cose of service prie1:lg far station eom:zeet1on moves 
and eh.a.nges is necessary to be able to devise full cost uri£fs 
and to ensure tbat regulated telepbone comp~ies do not 

subsidize the inside wirixlg market through monopoly services. 
R&D reeOllDencis that 4 committee be established, composed of 
representatives of the major telephone companies ~ of the 
CoD:ais~i01l staff ~ to accomplish the development of tbe standard 
eose study procedure and eo establish a. format to be employed 
in future sta.tion connection c08ts studies. 

We are persuaded tba.e such a tmifor.n procedure for 
deeer=ining costs of service for service co~tion tnst~llat1ocs 
.and moves .md changes weald be in the overall public interest 
atld the order that follows will provide for the for.:mlatioa. of 
such a :oethod • 

-52-



,. 

• 

• 

OIl 84 et al. ALl I emk 

Memo1:'andum Rec01:'ds 

RRD' s rec~1on that memorand1ml records be 

mainta.~d by Paei£1e,. Geueral~ and Coueinent.u to provide the 

Comm.iasion with ~ficient d.aea. to m.ake informed .ma.l7S"!s and 
decisions and to provide t.W::3 whicl:l track both costs .and 
revexxaes of service c:omections by appropri.aee eost-ea:using 
segmenes has beeu accepted for purf)Oses of this proc:eeding by 

both pacific: and ~a.l.. As previously deta.Ued~ it is 
Contineutal's position tha.: in.am:rJa.ch .as the Commission stuf 
bas reviewed its cost studies in counecti01l wit:h its "unbundling" 
tariff f11illg and 1:0. D.92804, such tracking procedures would. be 
of rela.tively little value .and t1: .. 11: in my ease qa.a:rterly 
ratbe% than :DC'C.thly report1Dg is all that: is necessary .. 

One of the eousitlerat:1ons that led to the st.aff' s 
reeommendation far supplemental ~.md .. am records is t!:1.a.t 

cur:enely used cost-of-service seudies ccctain assamptions and 
allocations wb.ich cannot be verified by the accO'aUting re<:ords 

s..s presently kept.. 'I'b.e RRD witness noted tha.%: this i:Lability 
to ve-ri£y the allocations and assumptions led the FCC to recommend 
in FCC Docket No. 78-196 revision of the Unifar.:n System. of 
Accounts to reflect an accounting system based. 01l se-.z:vic:e 

offerings. 
Cue of the basit: coacepts a.ceept:ed. by the parties 

t~ this proceeding is that tb.e COS1:S of st.a.ticrc co=ections sbottld 
be borne by the eost-eausers by tbe eveneual imposition of full 
cost service connection cbarges. It is axiomatic that such full 
cost service Cotmeeti01l charges cannot be esta.blisb.ed if the 
utility c.a:mlct ascerta.in what the costs are. According to the 

record, this cannot be accomplished with current: accounting 
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records al:d it would appear that RRD' s proposed tracking 
memcrand'CDl accounting records a-re the least costly .ancl most 
expeditious means of obtaining the required data. Furthe%:lO're. 

such recorcis will permit verif1eation of the reasonableness of 
the compated unavoidable costs which allegedly range as hign 

.as $85 for business service .and $67 for resiclence serrl..ce for 
a. simple name and number cha:nge. 

Under these c:t:rcumstances~ the adopcion of RIm's 
recolXlDeI1d.a.tion relatillg t:o memorandum .a.ecOtmting records appears 
to be both. reasonable and necessary. !he order that: follows 
will provide for the implemene.atiot:. of this rec~ion. 
Demarc.at10t1 Point 

It is gel2e%'ally agreed amoflg the p.art1es that t:te 
proper dema:rc:ae1ou 1>O:Lnt for the separatiou of inside wiring 

and outside wirix2g for s:fmple business and residence service is 
t be protector, with tbe protector being included in the outside 
wiring portion of Accoant 232. 

l'he dema:rca1:ion point was discussed on ehe record by 

RR.D ' s w1enesses Johnson .:rc.d Hughes .:md by General' s wit:uess King. 
Wit'Cesa Hughes def1x1ed the dem.are.atiorl point .as a 

company-provided demarca.tion jack lccB,t:ed where a telephone 
might normally be cOt:mected within the residence or a. poin: 

inside the residence that is as close as practical to the 
protector • 
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Wieness Kit1g testified that the d~eatiou point 
should be the protector for simple business ~d residenee 
circuits and t:be point: where the house cable is t~1:ed 
and on the same floor as the customer request:ing service for 
business .and residence serv'ic:e in Clultistory structures. He 

further teS'tified that be believes that the interface or 
demarca.tiou j aek for residential dwellings should. be 4Ccess1Dle 
from the outside on the ground floor in a customer-provided 
weatherproof enclosure at a location designated by ehe utility 
.as close to the protector as possible and, therefore, does not 
su!>~t che loc:u:i01l reeommetlCied by tb.e staff. According to 
his test:1mony, if the utility were to utilize au existing jack 

or a new jack location inside the dwelling 7 '!:here woald be no 
clear ineerfa.ce point: which could cause :nistz:rJ.derstal'ld:tngs 

between the subscribers a.nd the utility. Ftr:t"eh.e'r::zlcre, wi1:h t:be 
interface jack located wit:b.in t:l::.e residence, . t!:.e premise 
interior wiring would be partially customer-owned a:J.d partially 
utility-owned, an tt:l3atisf.actory condition. 

'W'it:t1eSS IC.i:ng' s reeom.e'llCiaeion a?pears reasQ"Clable and 

well-supported a.nd will be adopted. 'I'b.e order tb.a1: follows 
will provide for the proteet:or t:o be used as the dema:reat iou 
point for simple b1lsin~s3 and resid.en:tia.l circuits where 
feasible. 'Whe%e a protector is unavailable or caU'l:lOt reasonably 
be WJed as the demarcation point, then the order will provide 
for the use of a <iema:rcat:ion jack located in a eust:omer-previded 
wea.therproof enclosure on the ground floor and aeeessible from 
the outside for simple :resideut:ial and bas~ss cl=cuits cmd at 
the point; where t:b.e house cable is terminat:ed on ehe same floor 
as the cust:omer requesting service for business and residence 
service in mult:istory st~tures • 
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I!P lement at ion 
It is generally .agreed among the pS%''ties 'to this 

proceeding that expensing statiou cOtzD.ectious should be implemented 

on a. flash-cut basis on October l, 1981 or not l.aeer tbau 

Je"ary l, 1982 with the embedded costs of inside wiring presently 

included in Account 232 to be amortized over a lO-yea: period .. 
Among the reaso1lS advoca.ted in support of the flash-

cut method in preference to the phase-in method are: it 
eltminaees any further capitalization of inside station connection 
charge and frees c:apiUl for other capital expenditures 7 it has 
a lesser total revetxt:Se requirement, it would probably allow 
utilities faster cost reeavery in te:ms of sep.aratio'CS if inside 
wiring costs continue in separations compm:;,.tions 7 ms would be 

more likely to approve the flash-cut method than the phase-in 
method far: income tax purposes 7 and the cost of ac!miuis~a.tiOTl 
would be less for the flash-cut method than for the phase-in 

method. 'I'hese reasons are persuasive and the flas.b.-cut method 
will be adopted for the purpose of this proceeding. 

All parties agree that Octo~ l, 1981 should be the 

implementatiOtt date far the acCoatlting and rate ch.a.:lges fortbcomixlg 
from this proceeding because October l, 1981 is the date 4lmlOUtlced 
by the FCC as the latest d.aee by wb.ieh 5t:at: ion com:ec t iou expense 
.ac:cOtmt:ing. mast be aclopt:ed at the federal level. Absent the FCC 
implemeneati01l date anncnmcemeut~ the CoaImission staff would lla:ve 

given stroag consideration to rec01lInendi::g a Ja:muJ:ry l, 1982 date 

because of the administrative advantages of adopting such a major 
change at the begirming of the e.aleudar year. However, to be 

consistent with the FCC order, we will order the ac:counti:1g changes 
relating to the expensing of station comlections to become 
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effective October 1, 1981. '!'he =a~e increases to provide the 

fwcis required to ~t the inc-reased revenue requirements 
associa~ed with sucn accoan~i~g changes will be made effective 

as soon .as practicable. To assist. in early implementation of 
the rate cb.anges, the effective date of this order will be 
five days from the date of signature. 

!he generally accepted lO-year period for the 
amortization of the inside wiring portion of the embedded costs 
ill Account 232 reflects the FCC decision that sueh costs be 

.amortized over .a lO-yea:: period 01:l a st.raight-line bas:!.s .. 
Furthermore, it is believed likely tb.at such a period will be 

~cepted by the IRS for ehe computation of 1nc:ome e.axes.. To 
be consistent with tbe FCC decision and thereby minimize the 
costs of the a.eeOtmting changes, we will adopt such .a. lO-year 
amorti:z:.aticD. period. 
@Cpense Accounting 

The utilities a.nd Commissiao. st-.£f -:eeotl:!meUd the 
adoption of the FCC-ordered acCO'atlting procedure of expensing 
rather than capitalizing t.he inside wiring port.ion of Account 232. 
The reasons of record supporting such. a. proced.ure include the 
following: 

1. Continuation of the capiealiz.a.tion of station 
connections would continue in effect a revemll: / 
expense mismatch which violates basic 
accounting principles. 

z. !'he tra.ditiotlal pra.etice of capitalizing station 
connection costs bas pro<!uced a. financial 
buraen upon telephone utilities at a time 
when they are already expe=ienc:i:lg difficulty 
obeaini:g sufficient capital. '!he expensing 
of statiO'C. connections as prescribed by the 
FCC will help to alleviate tllat burden • 

-57-



•• 

• 

• 

OII 84 ee al. AI.J/mk 

3. capiealization of Sta1:i01l connection cos'ts 
creates a drain on U1:ilie,. capital which 
could be bee~ employed for other utility 
plaue items. 

4. A relatively small 2f!%'ceueage of subscribers 
appear responsible for the dramatic g:owtll 
in station counec:tioc. costs. Yet under 
preseue procedures all rat:epayers must: 
shoulder the aciditional charges in higher 
rues. 

5. Ca:r7:ent: depreciatiou procedures centering 
arouc.d the zero reserve bal.a.nee ccc.cept 
do not provide for .adequate 'recr:tV~ of 
capital. 

6. A major portion of senice order .assignment 
costs .are capitalized even though such 
cos'ts are uot: directly related to the 
provision of st.a:ti01l cOtmection wiring • 

7 • Ctrrrettt procedures do noe provide for the 
matching of revenue cd expenses which 
would 'be reqaired :Lf the customers causing 
seen eosts were to bear the full cost 
tbroagb. cost-derived ~...ee cotmection 
charges. 
'tbese reasons are persuasive. In addieiou~ 1e is 

advantageous to tb.e Coumissioll staff ~ to the utilities ~ and 
to tbe ratepayers for this CoaDission to .adopt ~ where praeticable, 

FCC-ordered aceount~ ?rocedu::res. It is true, ~ argtlecl by 

Cities~ tba't this Coumissi01l is mt 1n any ma:ner bouucl by FCC 
ae'tious and orders. '!his does not mean, b.ovever, tha:t we are 
not free to .,..dopt as oar own FCC-prescribed procedures when 

it is to oar advantage to do so • 
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Time Payment Plan 

'l'he RRD witness recomme~ds that a -cime payment plan 
be adoptee for s~ation cocnectiou charges in order eo soften 
the tmpace of full cost-of-service pricing for station connection 
activities. However, the order eha~ follows provides for a full eost 
pricing only for the optiOnal cose portions of ehe multi-element 
service cOU1lec'tio11 charge. U'Cder these c1reums't3Uces, the 
recommended time paymeut pl.a: is 'tmlleeessary and will not be 

adopted. 
Customer-owned 'Premise Wiripg 

As detailed in the record by wittlesses from both RRD 

and Cl)~ there is a c01ltitm'iI1g modularization of residen-cial 
telephones. Such modulariz.a.tion per:liUJ subscribers to move 
telepho'Ces from one location to another room aud/or residenee 
without having the utili-cy perform this service. As ratemaking 
trends toward full cos't c01ltle<:tion eha'rges with the resulting 
substantial increase in such charges, the subscriber should be 

afforded an opport\mi'ty to effect savings in the costs 
associated with such moves by the eli:ni:1atica. of premises 
visit a.nd wiring charges as well as station handling charges. 

Pre-wiring is presently permitted under Pacific's 
tariffs and RRD and. CD reeoumend that sl:nilar tariffs be 

effected on a sta.tewide basis. Such a ~i:= would per=it 
pre-wiring by other vendors which could provide the subscriber 
with greater flexibility and such a practice could stimulate 
innovations and greater efficiencies • 
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~esidential subscribers are now pe:=itted to install 

their own telephone sets but not their own precise wiring. 
However, ever-increasin~ numbers o! subscr~ers are i~talling 
unauthorized telephone wiring on ~eir premises. Thousands 0: 
prepackaged modula: telephone extension cords are being sold 
each month to subscribers who use ~e cords ~o '~re ~eir 

RRD's witness eughes testified that residential 

subscribers should be pe==itted the option of instal!i:g Fremise 
wiring past the eemarcation jack because 0: possible savings ~ 
installation, such a proceeure would be a logical extension of 
the present practice for Pacific to pe==it residence pre-wiring 
by the customer, and such a practice would pe:=it the subscri~r 
greater flexibility in the place=ent of telephones in his ho~e • 
Such ar~ents are pers~sive. We therefore will order the 
respondent utilities to file tariffs within 90 days to pe:=it 
residential customers to modify or extend their existing wiring. 
De~reciation • 

According to the test~ony 0: RRO witness Couqhla.~, 
the source 0: depreciation =ese~le for Accoun~ 2~2 was =e:or~~eu= 
:ecords mai~tai:ed by Pacific. :he oalance as 0: ~~ua:y 1, 1981 
was $127,097,503 which was alloca~ed on ~e oasis of ~h4t ?Ortio~ 
of Aceo~t 232 to be capitalized (20.14%) ~~d t~t portion to be 
expensed (79.86%). A whole li:e depreciation =a~e 0: 5% was usee 
for the capitalized portion. ~~ =eeo~ends t~t whole li!e 
depreciation ~e ~sed for 1981 only and re~ining life depreciation 
be used for s~se~uent years. ~his reco=me:dation is well-ta~en 
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and rill be a.CO? ted • ~~ cep:ec ::".1: iot'l = a 'Ce ?:: :'0':' :'0 ~X?e':S ing 
will be ll.45~ as ~see OJ ~~ :0: ::e yea::s 1980 anc 1981 :0:: 
Pacific's A.S9849 • . 
Reven~e Re~i=e=en~s 

As previously stated, :.~e ine=~:~:.e =even~e :equi=emen: 
inc~ease associa:ee ~i:.h ~he ex?ecsi~g s:.a:iou co~~ec:.ions ~as 
computed by ?aci:i: to be S2i2.4 ~il:ion, by Ge~e:al :'0 be 
$&7.019 ~illion7 by Con:i=e~t~l to be Sl.820 ~llion, A':lC by 

t:e ~ission staff to ,be $353.132 :illion for total cocpany 
and $264.0 =illion :or ~:=as:ate o?e:~:io~ :0: ?~ci=ic, 
S88.56 :illion :0: total COQoa:v ane Sil.38 ~illion :0: intra-. " 
state :0: Ce:e~al, ~:c 52.331 ~illie~ :0: total coc?anj a:e 
$1.82 ~illion :0: int:asea:e :0: Con::ine~:~l, ~e ~e:e&Sed . 
revenue requ1re~ent$ are due to the ine~easec expense as a result 

• or expensing L~s~ead or eap~tal1zing the costs o! ~1ae w!~_~. 
~ese ~~creased eX?enses a:e o!!set by cecreases ~ eeprec1ation~ 
income taxes~ ~roperty taxes, and reduced reven~e re~~re:en~ 
associated with the decreased ra~e oase. Overall, ~he rev~ue 
requirement is ~~erea$ed as disc~s$ed ~~ de~1l ~~ C:apter l~ 
Section II o! PJ(O Bxr..1b!. t 1. ?or the punoses o't tb,j.s procee~1."'lg, 
Pac1't1e, General, and Cont1..~e!ltal have aceepted the s'ta!!" S 

computations o! the ~trast&te revenue requ1re~ent. Cor.se~uently, 

we W1.11 a.dopt those rigures. 'the coc.bined :!.ntras-:.e.te revenue 
requ!reme~t ~erease necessa.~ to o't!set acd~~~onal costs 'tor 

expensing stat10n connections 'tor the re~~~ 22 comp~~1es is 
approx1=ately $5.1 ~ll1on • 
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~~d Co -~~e~·~' ~o o'o~~~~ -~e s~~~~-~o~~···~~ ~~~~-~A~~i ~e~··~-~~ ~ n~ ___ w~_. .~ __ ~_ ~ _____ ~~~_~ ~_~ ___ ~_Q __ ~~ __ ~~ 

?J'Os· .. • ...... ~ ~- -"", .. ,. .. 
0: ::-.:.S 

Ce~e~a: Co~:i~e:~al 
(.$ !i:..J..!::'o~) 

Net Message ':011 $ 83.7 $23.4 $ .. 825 
Exchange 

M'.:.l~i ... ele:e~ 1/ Res'ide::.ce 3 .. 2 7 .. 0l'Il .. 764 
E~s~ess ~lci-ele~n:' 0 5·09= 0 
3usi:less Cocplex 0 0 0 
~ended A:ea Se~riee 1 .. 8 .36 0 
Sl.:rcha=ge 172..3 ~2"22 0 

'!o~al E:-::e::'a:!ge 180.3 47.98 .764 

"Ioeal Reve:-::e a::e:- Se::le=e:::s $264.0 $n .. 38 $1 .. 589 
"n'".e, i::e=ease -e--~./"":"'<? ............... -0 

22 'Celepho::.e 
$~ 2 ._,' 

;1.. ::l..:._:.ot: 

ut.ilit:ies :>y 

··~·_"_·_·~·_·es c··-e -0 -~"e~ --~-"e~ ~- ~ 9~~67 's '-'_ _ W.. ____ .,;; ~_~ •• ., __ ••• l.,.; • .;}.,J .... 

"'-d "''''e..l~ ..... -e-' ... ·e - ,.. •. ~-_...... .: -. I!' ~.. e ......... e\,O ...... e _ e •• c .e •. _ ... ___ e .• ~ 0 ___ e ... e. 

a~o-o",,:-~-~~y $" , -':~~·o'" ~._ A~ __ ~_ ~. _______ • 

Co-~e""e"''''': 1 .. · .. A "'~ ~'- •• w_ , ........ 

22 

eo-~~ ... ·~A~ e~~_e"-... 0&. ~~e -... o~~· ... ' ':-"-eas·s ~~~"~c' by ~ 9~367 a-~ ~..-I;,O ..... '-- _... -........ _ 0 .... _...... IJ. oJ ....... 

~be s:a::-p=oposec 
.;: ell 4-6 ' " . o. ~ . I =~_.~on 

revenue =eqt:i=e=en:s 0: these 22 ~:ili:ies 0: $5.089 ~illioc 
by a??roxi-~:ely $6.386 ~il:io~. CD's ~i:~ess =eco==e~ds :h,: 

~ L' • .l.........,. .. .. ..I no ~,\!=-::le= ~~e-=,e:lse oe s=a:l.:e\,O = .. ese .:. .. s::::::.::I.,;..e= :.=.ce?e.=.<;;.e=.: 

eocpanies, exce?: :0= a~:~o=i=a:ioc c: a :cl:i-e:e:e:: se~~iee 

!::.c=ease s a:~ !"o= p=e:ise visi":, :?=e::'ses s-:a~io::. =.a.::.C.li::.g, a:::.C. 
p=e~ses 'Ni~~6, ~~e=eby avoiCi:g ~~e i~c=ease ~ c~a~ges objec~e~ 
to by ~C. ' 
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level. '!be staff witness test:t.fied that this element is the 
subscriber avoidable costs and while not as high as proposed 
for Pacific" it is cost-rel.a.ted. He noted thae should the 

Commission a.clope his rec012lDended rate increase level, tbe 22 
smaller independent utilities are in no wa.y precluded from 
seeking additional rate relief by way of a showing before this 
Commission in the £or.:a of a formal ra.te application or aclviee 
letter fil~ TlZKler GO 96-A, whicllev'er is .acceptable_ 

CD r s proposaJ. to limit the revenue increases to t:he 
21 Californ1.a telephot:te utilities other t:an Pacific:, General, 
CO'C.tiX2ental, .and Citizecs to their proporti01l&te sb.are of the 
increased settlement revemleS resulti:1g from tbe ree012lDended 
$110.2 million toll increase plus ~eases resulting from the 
~lementat1on of the malti~element co~tion charge of $30 
to cover the premises visit, l'%'em:£.se wiring, and station 
handling appears reasouable and will be adopted. 

Si.x1:een small cos .allege tba.t the i:a.c:reased revenue 
requirement associated with expensing station ccn:meetioTlS 
should be offset ou a dollar-fer-dollar basis as set forth 
in the individual :Lncrea.se requests and the origillal CD 
presentation. According to 16 small cos, CD r s revised 

presentation is contrary to the specifiC la.::.gu.age of D.93367 
which ordered a message toll increase which it did not find 
to contribute to excess ea:ruings for ~he StDaller 1ndepeudents. 
In this respect, it is noted that Findings ll3 and 114 state 
as follows: 

"l13. The ra.tes authorized Pacific in this 
proceeding will increase the revences for 
all other telephone compauies operating in 
Ca.liforuia .. " (Mimeo.. page 222.) 
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"l14. Except: for General auci Continental, t!:l.e 
staff should be directed to monitor the 
earn:fngs of the i::ldependents so chat revettue 
irlc:reases resultixlg from this decision do not 
produce excessive earnitlg5 for the independents." 
(M1meo. page 223.) 
While it is true we did %'lOt find the authorized toll 

increase couo:ibttted to excess earnings for the smaller 
1ndepeDdencs, it is obvious we were a.nd are concerned .about: 

tha1: probability. Obviously farebe:' l.nC%ea.ses would :further 

enbance the possibility of crea.ting <excessive earnings. 
Under these circumstances, CD f S revem:e i:c.erease recommendaeious 
appear to be fully suppor1:ed. 

Cities' argument th.a.t this Commission is not ~ by 
any action of the FCC is unqaesticcably true. '!'his does not 
meB:1, however, tb.a.t we are not free to .a.dope .as our 0WI:1 a'tJ.Y 
FCC-prescribed procedures. Cities' additioual arguments that: 

a. Pl.a.citlg the burden of amortizing the embedded 
cost of the inside wiring portion of 
Account 232 on the getle%'al ratepayer 
rather tb..an on the relaeively few causing 
such costs is not being accomplished, 

b. There are no new expenses arising :rom 
tb.e accounting cb.anges, 

e. T:.e Commission is free to lm'plement the 
accounting cb..anges witb.oue the granting 
of rate increases, s.uci 

d. Pa.cific' s rate of ret'ttrrl snould. be 
lowered to reflect the financial 
advaneages accruing to the company 
for the removal of station eonnec~ion 
charges fro= its rate base, 

are overwhelmingly contradicted by the record in tllis matter • 
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'I'he maj or portion of the i'C.Creased revenue requirement 
for the various iItilities resulting from the proposed .ac:cO'Cmting 
changes relates to t:he amortization of the i:side wiring portioo 
of the embedded costs in AccOtDlt 232. 'these capi'Ulized costs 

were incurred by all of the ratepa.yers at the time of installa­
tion of telephones. While it is erue that the rapid increase 
in these capitalized costs is ereated by a relatively small 
portiO'll of the ratepayers~ all the ratepayers cO'Ct:ributed to 
the capitalized costs a:c.c!, therefore, all the ratepayers should 
bear .a. portion of the i:zcreasecl revem:e requirement caused by 

such amortiz.ation of embedded costs. Furthermore, the £ta:u:r:e 
reduction of rate base resulting from t:b.e amorti%:I.1:iOXl of :hose 
AceO'Cmt 232 embedded costs will redatmd to the beuefil: of the 

general body of ratepayers • 

While it is true that there are no tleW expenses for 
the equipment arising from the accounting cb.anges~ ehe cost to 
the utility for effecting such ac:ccnmting cb.mges increases by 

the amoant of money required to amortize the embedded eost of 
a portiou of Account 232 as reqaired by the FCC order. Failure 
to offset these additional expenses will diminish the utilities r 
net earnings. 

As detailed in tbe port1ou of this decision setting 

forth the st.aff positi01l on this matter, witness 2'f..owrey 
testified th.a.t tbe irJCreased geueratiou of internal funds 
resulting from expensing station connections would not provide 
Pacific internal funds of the magni~ude representative of a 
solid "A" eelephone utility nor would the decrease in short­
ter.= debt financing impact its long-term financing plans. 
Under these circ'UmStances, there would be no impact on a 
det~nation of a reasonable rate of reeurn • 
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Rate Design 

mm and CD presented cOtlCeptually different rate 
proposals by which the utilities might recoup the additional 

~eveuue required by the 1nceptioll of the accounting changes 
relatiDg to the expensing of SUltio'll conuectio'D.S. 

RRD recommends that O1:lgoing and embedded station 
installation cos'ts be recoverecl by it:elucling the amorti:.atiou 
of embedded costs in basic rates, applying full cost-of-serv1ce 
charges to new installatious, and crediting new customers for 
the amount of embedded costs iuclucled in basic: rates. '!he 

embedded costs waald be included in the base rates and new 
customers would receive a credit on their bills for each access 
line inst:alled :dter October 1, 1981 equal to the embedded 
costs per access line Ulcluded Within tbe basic rues. 'the 

reccmmeudatiO'D. to credit new customers was generally opposed 
by the other parties to the proceeding on the primary basis 
thae r~. customers who had hacl service at another address 

.and thereby contr1Duted to the groweh of Account 232 would 
receive an unjust1fi.able credit. Furthermore, administration 
of the application of sach a credit would be costly and 
difficult. Such arguments are persuasive and' the recommended 
"new" custome: credi1: will not be approved. 

!he application of full cost-of-serv1ce charges to 
new ins'tallatiocs is a reasonable goal for fueare ra~es. To 
implement such full-cost charges in one step at this ttme 
would result in a. very substantial connection charge increase. 
In .a.clclition, as set forth in t:e reeord,. acequate accounting 
data are unavailable for deriving accurate full-cost tariffs 
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for all the elements of a malti-element service co:nec~1on charge. 
Cousequ.etttly, we will l:fJnit the ilXrea.ses in service com::.ectio1l 
charges at this time to the cost-~oidable elements of the mul~i­
element service co=.ectio'C. charge .as recommended by CD, Pacific, 
Co'C.c1nental, and USC. It is inte1lc!ed to raise the unavoidable 
charges to full eost in a stepped progression upon receipt of 
.adequate .and aec:araee cost data.. As subsequently discussed,. 
the balance of the addit10:.al revenue requirement created by 

the aeeoanting changes adopted will be derived from 
increased toll charges and, where required, :rom the application 
of a surcharge 0t1 :D01lt:hly recurring charges. 

CDr S rate design proposal, aecepced for purposes of 
tllis proceeding by Pacific, Ge1le%al, a:nd Continental, eonsi:sts 
of three primary elements: 

1. An increase in intrasta.te toll rates .. 
2 • An increase in multi-element connection 

charges. 
:3 .. A surcharge applicable to ;111 recurrmg 

monthly ra.tes, eusillesses and residential 
alike, exee?c di:eetory and message 
eb.arges. 

CD's proposed toll increase is designed to yield Pacific 
$llO.2 million gross and S83. 7 million net. The ?roposed increase 
is applicable for distances of 0-90 miles and consists of ace 
cent initial charge iuc:rease and one cent overtime increase plus 
an operator surcharge increase from $ .. 75 to $1 and a persoual 
surcharge increase from $2 to $2.50. Increasing the F.AS rates 
a pro~ional amomlt in accordance with the Salinas for.:nula 
would. increase Pac ific r s EAS revenues $1.8 million and Genu a1 f s 
EAS revenues by abo~t S350,000 • 
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The differ~nce ~etween SllO.2 ~illion gross and 533.7 
million n~t to Pacific would be distributee among the independents in 
accordance wi~ ~~e settlement ~rocedure wi~ approximately S23.' 
million going to General, 50.825 million going to Continental, and 
$2.275 million going to ~~e remaining 22 independent telephone utilities. 

CD recommends that where appropriate the ~ulti-element 
connection charges be increased to a full-cost basis for the avoidable 
cost elements consisting of premises visit, premise wiring, ane 
station handling. No increase is proposee for the unavoidable elements. 

As a result of 0.93367 Pacific's premise wiring elements 
were increased to cost-based levels. We will au~~orize Pacific to 
increase the premises visit and station handling elements applicable 
to residence services to the same levels as presently applicable for 
business services. These increases are esti~ted to result in ~~ 
increase of $3.2 ~illion- We will not aut:orize the CD recommended 
increases in ~e central office connection charge ele:ents since these 
elements are not avoidable. For General, t~e cost-basee increases 
would be applicable to premises visit, ?re~ises work telepbone, and 
premise interior wiring for business and residential co~~eetion 
charges. The esti~tee revenue effect for these inereases is 512.10 
~illion. For the balance of the independent eom?a~ies, ~~e staff 
wit~ess reco~~ends that all co~panies be encouraged to file service 
connection multi-element tariffs similar to Roseville's wi~~ authori­
zation from this order for an element containing ~e ?re~ises visit, 
premise wiring, and station handling activities at a 530 char~e level. 
Such charges are avoidable by the use of "phone stores" ane a'though 
not as high as proposed for ?acific and General, are, according to CD'~ 
witness, cost-related. The increased revenue to be derived from ~~e 
i~position of such a multi-element connection charge and t:e increases 
in the charges :or the ?re~ises visit, premise wirins, ane station 
handling elements authorized herein :or Continental and the involvee 
independents is estimated to be Si86,OOO • 
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The third ele:e~t 0: CO'~ :eco~e~ded rate increases 
is a su:cba:ge to be a?plied to ~ll re~~ri~q mo~thly :ates, 
~~siness and residence alike, excep~ directo:y and ~ess4ge 
c~;es. Scch a su:cha:;e, however, would ~e a??l~cable onl~ 
for Pacific a~d General as ~ese are ~e onl~ ~tilities for 
wr~ch the ~dditioeal revenue r~uireme~ts exceeds to total o! 
the increased se~tle~ent reven~es to be de:ived f:om O.9336i 
and ~ts proposed toll increase and the inc:easeC ~ulti-ele=e~t 
se:vice co~ection e~r;es. 

CD's recommended rate spread proposal, as :odi:ied 
for the additional reven~es re~ired :or Citizens, appea:s 
reasonable 4:.e 'Hill be ~do?ted. 

X:!:. F:~r.:GS;":"''' CONc:.CSIONS 

Finc.inc:'s of Fact • 
1. This investi~ation encompasses ~NO ~road categories: 

(1) the aceour.tin~ a:d rate c~~;es :e;ui:ec. to reflect ~e 
expensing 0: the inside wiring ?ortio~ 0: Aeeo~~t 232, toqe~e= 
wi~ the amortization of ~~e related ~eeded cost over a lO-1e~ 
period, ~~d (2) ~JStomer ownership 0: ?remise wiring and de=e~u­
l~tion. 

2. Si=?le extensions and modifications of existin~ res i­
de~ces and prewirinq new residences can be 4ee:essec in ~his 
decision. ~~e re=ainder of cor~ ane eeregcl4~ion iss~es should 
be ad~ressee in P~se II. 

3. A ?rehearin~ conference on Phase 
should be se~ for a~ early date. 

-... .... 
4. On ~~==h 31, 1981 ~e ~CC :eleasee i~s eeeision or. 

~oc~e- '·0 ~9 10S·M~' t' -~~~o-- S··s-e- o~ ~~~O"~-s ~o-.., ..... '- .~ • I - ........ e::.~:.::.~:.e I,J ..... _ __ ;: .. -- ... ............ _..... ..._ 

Class A an~ Class B ~elephone co~?anies (to be e::ective 
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portion of Account 232 and to require the amortizatiou of the 

embedded investment fcrr this portion of Account 232 (1'f1er ~ 

lO-year period starting on that date. 

5.. The FCC decisiou further ~tborized the individual 
state regulatory commissions to approve similar changes in 
accounting on a "flash-cut" basis 01: Otl a. phased-in basis 
over a 4-year t)eriod. 

6. A 'Cniform. cost study procedure :m<1 cioct:met1tatiOt:1 
format for determin1~g cost of service for eo~etions, 
installa.tions, :DOVes, and changes would be in the overall 
public: interest. 

7 • Such a uniform eost study procedure is DeCessary to 
be able 1:0 devise full-cos: tariffs and to etlSta:'e that 
regal.aeed telephone companies do not subsidize the inside 

wiring market through monopoly services. 
8. Currently used eost-of-service studies contaiu 

asS1m1ptions and .alloeations which eanuot be verified by 

ac:cO'a1'lting records as presently kept .. 
9.. Supplementa.l memorandum a.c:coanting records olre 

necessary to provide the Co=Iaissiou with sufficient data to 
make informed analyses and dec is ions and to provide data. 
which track both eost and revenues by appropriate eost­
eaus ing segments of $ub~ibers. 

10.. Such supplemene.al ac:eoanti1lg records would permit 

ve-rifieation ~f the reasonableness of the charges for each 
of the elements of a mnlt1-element service c~eetion tariff • 
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11. The <iema:rc&t1ou poine for ehe separation of inside 
wiring aud outside wiring should be the protec-eor for simple 

business and residence servieer with the protector being included 
in tbe outside wiring portion of the a.c:coune and the point where 
the house cable is te%mill&teO .and on :he same floor as the 

customer requesting se:vic:es far business and residence se:rvi.ee 
in lXlultiseO%y structures .. 

12. Where a protector is unavailable or C.i.tmo1: be easily 
be used as the demarcation point, then the demarcatiou point 

should be a demarcation jack located in 4 customer-provided, 
weatherproof e12Closure on the ground floor a.nd accessible 
from the oats ide .. 

13.. !he flash-cut method is preferable to tbe phased-in 

method of implementing the amortization of the inside wiring 
portion of tbe embedded cost in Account 232 bee.a.use: it 
eliminates any further capitalization of inside station 
eoullection charges and frees the capital for other capital 
expenditures, it b..a.s a lesser total reveuue requirement, it 
would probably allow a utility faster cost recovery iu te%'mS 

of sep.arations if inside wiring costs continue in the separa­
tion computations, IRS would be more likely to a.pprove the 

flash-cue method than the phased-in method for income tax 
purposes, .aDd the cost of administratiou would be less. 
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14. October 1, 1981 is the date announced by the FCC as the 
la~est date ~t station connection accounting procedures 
mast be adopted at the federal level and is an appropria.te 
date for the implementation of such accounting cb.a.nges by 
this Commission. 

15.. A lO-year period for the amortization of the inside 
wiring portion of the embedded c08t of Account 232 is 

re.a.sac.able. 
l6. ~tauaeion of the capitalization of station 

equipzzaen2: 1n Account 232 ereates and. ~~tua:t:es a revenue! 
expense mismatch. 

17 • '1'he present practice of capitalizing statiO'll 
connection cost bas produced a financial burden upon telephone 

utilities at a time when they .are already experienc:ing 
difficulty in obtaining sufficient capital. 'Ille expensing 
of statiou con'llectious will help to .allevia~e that burden. 

18. Capitalizatiou of station conuec1:iou cost ere&1:eS 

a drain on utility capital which could be better employed by 

the utility on plaut items. 
19. A relatively small percentage of subscribers appear 

responsible for the dramatic growth in the station eonnect:t.cc 
charges. Yet under ?resent procedures all ratepayers must 
shoulder the additional charges aud higher rates. 

20. A major portion of service order assig:::ment coses 
is capiulized even though such costs 3%e uot direcely related 
to the provision of a station connec~iou wiring • 
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21. ;0 so:;e~ 

cose-of-se~Jice ~=ici~g :or s:a:io~ coc:ec:ion ac;ivi:ies ~s 
noe ~cessa=y at this c~e ~eea~se ;~e o~:e= t~; =o~lows .. 
provicies ~O'" ~ •• i 1 -COS" ..... ;,..: ... g 0"" y ~o- -:"e 00"': o ..... ~ ,.os· - - --~- ~ ~-.-.- ~. - - -- ~. ~- ~ ~ . . . 
elemenes 0: :~e ~l:i-ele=e:e service co~:ee;io~ c:a=ge. 

22. !be additional a~n~al revec~e =eq~i=ecen: ~ecessa=7 
eo of:sec :::e i:c=eased ccse ca\:.Sed '07 :::'e :;,:,:~:e eX?e:.s:':g 
a.nd the lO-year .3:lo-rt:i:atic: 0: the 

Aeeoun: 232 ~s S353.13~ ~illio~ :0: 

:-s·c."e ~~-.:-~ ?o--':o'" 0: .... - ........ ~ ...... - ""* .. 

total cc:pa:y a=~ $264.0 
-~'_l~_'o'" .:or ;-"-~s-a-e o~e-~-·o"'~ :~- ~~~.::.:,. S"~ 5~ -':~':o~ ...... .... - ... -. ....... -.... :' __ .... _ .",,_ ............. - __ , OQ. "" _ ... ___ •• 

for toe~l eOQ?~y ac~ Si1.3S =illio~ :or i::e:s:ata ope=a:io:s 
for Ge~e=al, a:d $2.381 :illion :0: :e:~l co~?a~y a~e 51.82 
~llio~ for i~t=astate o~e=~~io~s :0= Co~~i:e::al. ~e revenue 
re~U1re~ents will decrease in future years as a re$ul~ o! these 
aceount.!.r..g changes as cet-Cled. !.."'l ::um Staf! Z:cilibi~ 1, as :nod1fie<1, 
in Table l-A (Paci!'1.c) and Table 2-A (C-e:lera!) .. 

23. 'nle com.b1:~ed l..'ltrasta:te a..."lnual revenue reCLuire:.e::.t 
increase necessary ~o of!set a~Q1t1onal eost for expensL~ 
station co~~ections for t~e reca~n1~6 22 ~ele~hone utilities 
ill California. is a~proXic.a.tely $5.1 million. 

2~. zne ~~UAl increase ~ settle:en~ revenues ~o ~hese 
22 ~elephone utilities cue to ra~es 6r~'l~ed 1n D.93367 is $9.2 
~1l1on and the ~crease ~'l settle:ent reven~es tbat would 
~esul~ 1: tne sta!'!-reco:=endee $110.2 m1~110n 1nc~ase for 
Pac1fic is approved is $2.215 million, a total of $~.475 
million. 

25. The 1...'lereasec a.. ...... 'lual se~tlement reve::.ues to t.h'!se 
22 utilities resulting !rom D.93367 ~~~ the s~!~-?ro~o&ed 
~'lcrease for rac~:ic to~~~ $ll.475 ~l!1on excee~s the 
revenue L~crease req~~r~d ~o o!fset the eX?ens~ anc lO-year 
~ort~:a~~on o! the ~'lsice w!~~~~ ?o~io~ ot Acco~t 232 ~y 
&pprox~tely $0.356 ~ll~on. 
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26. l'he 22 small independent utilities should be 
authorized a mul~i-elemen~ ser'lice connec~ion elerne~~ 
containing t~e premises visi~, premise wi:in9, ane s~a~ion 
handling activities at a $30 cl::.uge level. !hese elements 

are cost-avoidable and the $30 charge level is cost-related. 
27. 'Far Pacific and Gerleral the 1nc:reased reVenues 

required to offset the cost of expe:sing station contlectioas 
should be obtained through a combinatiou of incre43ed mess.age 
toll rates, increased multi-element service co~tion charges 
with premises visit, premise wiring7 .and statiO'll handling 
charges at full cost and the tmposition of billing surcharges 
on all reca:r:cing monthly rates 7 business .and residential alike, 
except directory and message charges. 

28.. I%lCl:'easing Pacific's messa.ge toll rates $110.2 million 
will net Pacific $83.7 million and increase se:'Clement revenues 
for General by $23.4 million, for Con'Cinen:al oy $.825 =illion, 
and for the remaining 22 independent telepho'lle companies by 

$2.275 million. 
29. Citizens caleula.'Ced its :revenue requirement i:l 

accordanee with its regal..a.::ory formula causing an assumptiO'C'J. 
of a recovery from settlement (toll plus !AS) of $1,075,000 
whereas the a.ctuaJ. recovery was $530:.000 due eo its settlement 
procedure reflecting. the loss of depreciation expense tax 
savings resulting from a timing diffe:ence in the recordix:g 
of expense between books and tax a.c:counti1l8_ To place CitizeDS 
in the same position as tbe balance of ehe independents au 
additional $406,000 in exchange revenues should be authorized • 
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30. Even ehough this Commission is not bound 'by any action 
of the FCC p it is free to adopt any FCC-prescribed ?%,ocedures 
it desires _ 

31. Tbe increased generatiQu Qf internal funds result~g 
from the expensing of station connections would not provide 
Pacific internal :funds of the magnitude represeutative of a 
solid "A I't telephone utUi'ty. 

32.. '!be decrease in sbort-eer.n debt financing resulting 
from expensing of station cOtnleetiotlS would have no imp.act on 
Pacif1e I s long-term fin.a:cci:lg plans; consequently p t:he 

implementation of expensing station connections will have 
uo impact on a cietermi1l4tiou of .a. reasonable rate of return. 

33. Multi-element service connection charges should be 

increased to a full-cost basis for the avoidable elements 

consisting o~ premises visits,. premise wiring, and staeion 
handlillg. 

34.. California utilities should file a DeW tarif: 
schedule covering customer-provided residential interior 
wiring proviSions similar to the eariff authorized for 

Pacific by Resolution T-10346 daeed December 30, 1980. 
35. Because there is an immediate need for the rate 

relief authorization, this decision should be made effective 
5 days from today • 
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Conclusions of 'Law 

l. A unifor.m cost-study proced.ure and doc:T.lIDe'1ltaeion 

procedure should be developed. fer Pacific, General, a.nd 

Coueineneal. 
Z. SUpplemental memora.ndum acccxmting records providillg 

deeailed cLa:t.a to permit this COmmission to make infOr.Ded 
.a1l&lyses .and t.o track costs and revenues by appropriaee cost­
causing segments should be implemented and maintained by 
Pacific, Ge-neral, and Contineutal. 

3. !be demarca.tion point for 1:he separation of inside 

wiring and outside wiring should be established .as the protector 
for simple business .and residential circuits 1£ availa.ble .and 
a demarcation jack in a C'tlStomer-provided weatherproof 

enc:losure accessible nom the ou:bide 1£ the protector is 

=.available. For multi-story premises, the demareaeioll point 
should be established at the point where the house cable is 

terminated and OU the same floor as the customer requesting 
service. 

4. The FCC-ordered accOtmting proeeciure of expensing 
rather than capiul:i7J.ng the inside wiring t>Ort.iou of Account 232 
shoald be adopted by this Commission. 

S. It would be aclvautageous to implement the expensing 
of station connection costs on October 1, 1981 consistent with 
FCC-ordered changes. 

6. '!he flash-cut method of implementing the .am.ortizatiou 
of ehe embedded costs of t~ lnside wiring portion of AceO\lQt: 232 
should be adopted • 
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7. Pacifie's A-60510 should ~e q:~~ted to ~~ exte~t 

set :or-~ ~~ ~~e order ~~at follows. 

a. Coetineetal r s A. 60602 shot.:ld ::>e qranted to t..~e eXtent 

set for~~ in ~~e order tr~t follows. 

9. General' S A..6060e shO\:.ld ::>e q:-anted to t:..e extent set 

:o~~ in ~~e order that :oll~~. 

10. Roseville's A.60706 sho~ld ~e ;=ar.ted to ~~e exte~t 

set :o=-~. ~~ the order ~~at follows. 

11. Citizens' A.60707 shoulcl !)e ;=ar..ted to -:.~e ex-:e:t 

set :or-~ in ~e or~er -:.~at follows. 

~y expensi:g station eo~~ctions sha~ld be a~~~ori:ed to ~ile 

a m~ti-e1eme:t se~Jice connection ta:i:: s~lar to Roseville's 

wi=ir.g', and station har.eJ.:':'q activi-:ies at a $30 c;"arge level. 

schedule eove=~~ ~~stome=-providee residential ~te=ior 

'Niri~g similar to the one at.:~~orized for ?acific ~y 

Resolt.:tion ~-l0346 dated ~ec~e= 30, 1980. 

to pe~t extensions ~stome= 

. .. t ... -:. ,.... .:.......:J ... 
pre~ses ·~r~~q a ~~e ea= •• es~ poss ... e ~a.e. 

l5. The rates at.:'t..~ori%ee i::. Appenclix B a.nd C are just: and 

reasonable. 
16. Pacific aDd General should be ordered t:o report: Or! the 

redtJeea revenue requiremetl1:s due 'Co expensing st:&tior! cormect1ons 
anc to file reduced billing surcharge adjusce.at fa.etors 'CQ be 
effee~ive for '!:he year 1983 • 
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ORDER .... _0-.--
IT IS ORDERED that: 

1. A prehearing eonference is scheduled for December 10, 1981 
at 1:00 p.m. in tile Commission Coar-:rOOlll, Sute Ba1ldiDg, 

350 McAllister Street, SaD Francisco, California, for the par,>oae of 
defining the Phase ~~ issues 0; CQis proeeeding.'&Do to schedule 
t:he exc:hange of exb.ibies and furthe~ hearings.' . 

2. Representatives from the Commissi~ staff and 
represeut:atives of The Pacific Telephoae and Telegraph Company 
(P.aeific), General Telepbo1le Company of Californi& (General) 7 

and ContilleneaJ. Telepbcce Company of California. (Continenta.l) 
shall for.= a committee to develop a unifor.: cost-study 
procedure and doctl:l:.De1lt_tion for:a.t for determ1nixlg full 
eost-of-service pricing for station coccection installations 
.md full eost-of-sexvice priCing fer stAtio!l cotmeCtiou::!lOVes 
and changes and present the proposed procedures to the Commiss ion 
within 180 days of the effective date of this order .. 

:3. Representatives from ehe Comm1,ssion st.af: aud 
representaeives of Pacific, General,. and Continental sb.all 
form 4 committee eo develop supplemenca:ry :Demorauclum a.c:counting 
records to track botn coscs and reve:aes of service co~c~ions 
by appropriate cost-causing segments of telephoce subscribers 
.and submit such a procedure to t!le Commission within 90 da.ys 

of the effeecive eLate of this order for implement::ttion wit:hin 
150 d.a.ys of tIle effective date of ehis order. !'he submittal shall 
be a compliance filing in this proceeding, wieh a copy served on 
all parties • 
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4. Respondent utilities shall revise their accounting 
practices to reflect expensing ra.ther than capitali:ir.zg the 

inside wiring portions of Account 232. '!be outside wiring 
portioa. of Accoant 232 will continue to be capitalized. The 

demarcation point separating inside wiriug from outside wiring 

shall be as set forth in CouelU:L01l 3. 
S. Tbe embedded cost of the inside wiring portion of 

Account 232 shall be amortized aver a lO-year period and shall 

be ~lemeated on a flasa-eut basis commeue~ October 1, 1981. 
6. the outside wiring portio'a. of Aceoac.t 232 shall be 

depreciaee<1, effective :Jarr.aary 1, 1982, on a. 20-year remaining 

life basis. 
7 • Res~t utilities shall file within 30 days of the 

effective date of this order and in accordance with the provisions 
of GeDeral. Order Series 96-A a. tariff schedule covering eustomer­
provided residential iDterior wirillg s:i:n:Uar to the one authorized 
for Pacific by Resolution T-10346 dated December 30, 1980. 

8-. Five days after tbe effective date of this order, 
Pacific, General, Coc.tineutal,. Roseville Telephone Company 

(Roseville), and Citizens Utilities Ccmpany of Ca.l:f.foruia are 
authorized to file the revised rate schedules att.acbec to this 

order as Appendix B and COtlc:ur.t'e1ltly to cauc:el and withdraw 
the presently effective schedules. Such filing shall comply 
With General Order Series 96.. !he ef:ect1ve elate of the revised 

ra:e schedules shall be not less thau 5 days after filing. 

Revised rate schedules shall apply only to service reudered 

on and after the effective date • 
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9. Five days a~ter ~~e e!!ec~ive cate o~ ~~is oreer, 

~e 18 smaller i:depe:de~t telephone ~tilities listed on 

page 5 of ~~is decision are a~~~ori:ed to file a m~lti­

element service cor.nec-:ion tariff si:l.ila: to Roseville's 

wit.:l. ~""e element eontaini:lq t:ole premises visit, ?remi~ 

·Hiring', and station ha..~d.li:g' acti".rities as a S30 c!1a.---qe level 

as set :o~~ in Append~ C to ~is decision ane con~~~ently 
to cancel -=he presently e::e<:ti""e schedules. S1!ch :ili!lq 

shall comply • ...-it.."'l General Oree:: Se:ies 96-;" ~e effective 

date 0: ~~e revised rate ~~ed~le shall =e not less than 

5 days after !ili:g. Revisee rate sc~edules shall apply only 

to se:vice renderee on and after ~e effective date. 

10. ~espondent telephone utilities shall jointly 

develop practical indust--y standards and ~ei:ications 

for ~~s~omer-providee additions and modifications to exist~q 

:esidential ute::"or "..r.ri:.g syste::ts. Wit..~i:. 90 days 0: t:-:.e 

e!:eetive ciate 0: -:his orde:, anc. i:. accorc:.a.."ce 'O,.oit..'l t.,'le 

provisions 0: General o:c:.er ~o. 96-~, ~e :e~ndent telephone 

systems, ~"":'t!:. the tariff scl'le<!t:les effee:ive 30 cays a:te: 

filing. 
11. On December l~ 1982, resr>oc.clent:8 Pacific and General 

shall file report:s t:o ibe Commission showing the es~ima~ed reduc:1ous 
in revenue requirements for 1982 .and 1983 due t:o expensing sta:ion 
connections as authorized he~ein and file reduced billing 
surc:h&rge adjus'O'Den~ fac~ors to be effective January l~ 1983 

for ~e entire year 1983 • 
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l2. OX: 84 rema~~s open for conside~ation 0: other 

issues; ~~e applications consolidated 'Ni~~ OIl 84 are closed. 

This order becomes e::eetive 5 days :rom ~oday. 

Dated November 13~ 1981 , at Sa.~ Fra.'"lcisco, Cal.i::o::":lia. 

JOHN E. BRYSON 
President: 

RICHARD D. GRA. VEU.E 
LEONARD M. GRIMES·, JR. 
VIC'XOR CALVO 
PRISCIUA C. GREW 

Coa:miss1oners 
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APPENDIX A 
Page 1 

Lise of Apoearances 

Applicants aud Respondents: William 'F .. Anderson and Duane G .. 
Henry, Attorneys at Law, for the pacific 'IelephotJe and 
Tel~apb. Company in A.60Sl0 and OIl 84; A. M .. Har1:,. R .. R. 
Suyder, Jr.,. Kenneeh K. Okel, Rich..ard E. Po'tt:er,. by Kennet~ 
K.. Oke 1 .and Richard E.. ?o'tter, At'torIleYS at Law, for 
<riner&! Telephone Company of california in A.6<>608 aud 
011 84; Orrick, HerriXlgton & Sutcliffe, by Ro~ J. 
Gloistein, Attorney at Law, and Richard ?feifer, for 
toneinental Telephcce Company of C.lifornia in A.60602 
and 011 84; and Cooper,. Whit:e and Cooper, by E. Garch 
Bl.ac:k, Att:orney at Law, for Citizens Utilities compa.uy 
of California in A.60707 and OIl S4 and Roseville 
Telephone Company in A .. 60706 and 011 84, and c. t. 
3romagem,. for Citizens Utilities Company of California 
in A .. 60707 • 

Respo'C.deuts: Rich.ard 'R. Wolf" for c. P .. National Corporation; 
anci Pelavin" Nor6terg,. Glick and Beck, ~ Alvin K. Pelavin 
and William R. Raerle, Aetorueys .at LaW,. for calaveras 
Teleph01le company, Ctapay Valley Telepb.cae System, Inc .. ,. 
Dorris Telephone Ccmpany, Dueor Telepbcme C~y,. Evans 
'I'elepho'Oe Company, Fores1:hill 'l'elepb.oue Company, Happy 
V.lley Telephone Company, Hornitos Telephone Company, 
Kem4m telepb.oue Company, Liviugston Telephone Company, 
Mariposa County Telephone Company, Pinnacles Telephone 
~y, Sierra Telephoue Company, Siskiyou'IelepCac.e 
Company, '!he Ponderosa Telephotle ~y, and Volcano 
Telephone Company. 

Protestants: Herman MuJmB%t .and Edward B. Novikoff, for 
Seniors for PolitIC:aI ACtion; SIlvia. Fliss, fen: herself; 
and Edward Duncan, for himself • 
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APPENDIX A 
Page 2 

Interested Parties: Col in Chambers ~ for himself; Ira. Reitle%', 
City Attorney, by Ed Pe::-ez, Deputy City Aetorcey, for the 
City of Los Angeles; George Agnost, City Attorney, a.nd 
Leonard Snaider, Deputy City Attorney, by Ed Perez, fer 
the City of $:In Francisco; John W. Witt, City Attorney, by 
William S. Sbaffran, De?uty City Attorney, for the City of 
S&ti Diego; w:tIIi.a:m Kneeht, AttOnleY a.t Law, 'by Sharon M. 
c.am~, for california Interccranect Associ.a.t:iou; Ro6erc A. 
Rii'*tns for Califoruia. Inciepe'.adent Telephone Association; 
Rue ou, At1:ortley at Law, for Coauunicat1ons Workers of 
AiDeil.ca., bistrict Eleven; A. John 'ren:ell and carl Dewey, 
by Alan E. Do1:mell" fer The Regents of the University of 
caJ.1form.a; SCott w. Flauruov, for 'Ielephoue Answering 
Services of c:atiforui:a:, Inc: .; George Y. ':rice ~ Director ~ 
by J.ames M. Nelson III, for Los Angeles Count,.; Marvin J. 
K3i':::, for t:AUS! wtSt; and Charles Sehweiu'r~ far tse 
Telephone Booth • 

Commission Staff: Robert Cagen, Attortley at: Law, Tom Lew, and 
Dean J. Evans, bY 15avl.d Z;C sh.mtz. 

(END OF APPENDIX A) 
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A";)?z:.Jotx Po 
Polc;e l. 

AA~ ;"'W or~zs 

~e rates ~nd c~~r&es 0: :he P~ci:ic ~ele?hone and !ele;r~~h CocP4nY are 
ch~n;ed a3 set :or~h ~elow. 

Schedule Cal. ?U.C. ~o. 28-!. X~lci-El~nc S~~ice Char~e$ 

!he following revisions are auchorize~: 

Element :0:: nefJ a.nci ~diciotl.11 se:"Vice, =ove 
and changes ~ in ?lace conneeeioes 

Sc.tion Handl~g ~ork 
Per telephone or other :e~nal equi,­
:len: 

Ch.lrze 
Residence 
$7 .. 75 

8.00 

Schedule ~l. ?tr.C. No. 53-!, Xess33e Toll Tele~hone Se~ce 

!he :ollofJing revisions ~re authorized: 

, 

I I 
, 

:lIA:. ¢ CO~ .. ! A:':" C:..ASS:;S C"f SZ!{"I!CZ 

I P.A.TZ ~-!'I.;.nuu- ! 
~~:; l-:·iinute AU. ~Y.S/ I 

I "J;" 1. ?.A'l'E ?:CtJ?S l ~a.:r Rate 

I t I 0- 0 
! 

SO.15 $0.25 $0.07 
I I 9- 12 .1S .25 \ .07 

13- :.6 ·35 
, 

.17 ! .09 
17- 20 ." \ . .1:3 .... .'" 

I 21- 25 .24 .55 .15 
26- 30 .27 .65 I .18 
31- 40 .30 .SO I .21 
4:.- 50 .34 .95 

1 

.25 
51- 70 .3S l.05 .29 
7:"- s-o I~ 1.20 ! .33 ..... 
9l-ll0 .44 1.30 ! .34 

lll-:'30 .47 l.40 .Z~ 

131-150 "SO 1.50 . .38 
151-170 .53 1.60 .40 
17:'-195 .56 1..75 .42 
1S'5-220 .53 l.SS ' ., 

I 
..... ., 

1 
221-245 I .60 2.00 .44 
Ove:- 245 I .62 2.15 .4.5 

... 

o !~ 4eei:ion :0 the ~ial SC4:ion ~:e, oO:4inee above, :he :ollowing surch4rges 
are a,pli~4ble ?er =essaoe :or Oioll Creei: C4rd S:acio~, Oper4co~ S=~:ion ~nG 
terSon Servi~e: 

Cree:': C4rc!. 
SC4tion 
Pe:,s~ 

so.:.o 
Sl.OO 
$:.50 

4?plieable per ~eSS4~e :0= Coi~ ?er$on Service, 
ce?os:':. 

i.e., e~lls ~4id :0:' bv coin - "-



A.?Pt~D::< S 
?~ge : 

AA1'ZS ;"''lO CP'~cts 

.~ :he P:ci!ic :ele~hoee ~ !elegraph Comp4ny - Continued 

~ 

~ 

Se~ee~le C41. ?U.C. ~o. 12S-T. ~ide Area ~ele~hone S~~rice 

The following revisions are a~thori:ed: 
:r:~r:~h:'·, ? .. tl~~S 

vt>C:'O:l i. Ot>t:ion 2 
Firs: Each Firs:: Each 
10 Addl. 100 Mdl. 

?e,: A(:ee~s Line: Hou't's Hour HO\n'$ liou't' 
OUC ..... .:;z:rd Service 

CAL.-N Se:viee Area 216.00 16.50 82.3.00 8.15 
CAL.-S Service Area 216.00 16.50 823.00 8.15 
CAI.. St.ttewide 

Service )"rea 27).00 2:.;5 :'021.00 :~.25 
In ..... ard Se=vice (SOO ~rviee) 

CAL.-N Se=viee Area 2n.OO 21.50 925.00 10.25 
~. -s Service AretA 273.00 2:"50 97.5.00 10.25 
CAl.. Stacewide 

Sern.ee Area. 350.00 :8.75 1234.00 13.50 

Sehed~le CAl. ?U.C. ~o. 131-:, O~cion41 ~si<!e~ee ~ele~hone Se~ee 

:he :ollowing revisions are 4ut~ori:ed: 

Qpeion 1 - ~ity Calling ?14n 

Se:-r.ce 
A:ea 
?.ate 
Crou~ 

1 
2 
3 
4 
5 
6 

Se:-vice 
;":-ea. 
&l.te 
C;~u~ 

, .. 
2 
3 
" .. 
5 
6 

Service 
O-::e::~:g: 
Rate 
Mile~e 

9-l2 
:'3 .. l6 
11-20 
2::'-25 
26-30 
3l-40 

@Xaximum ~llQY~ble 
~$.C6 on zux rot:t.e: 

"'",,$.0' on Zm! :'~·:.~e:> 

Charge ~~r 
C~::::.]· n~ t:r: ;":.l~'Wa.oee 
Ee.eh Zxchacge- ~!" 
or ~i:~r~et ;"rea Co=:-..:n:" -:;c 

$3.75 S7.55 
L..2S 9 .. 85 
5.25 14.45 
6.00 16.i5 
5.75 20.20 
i.50 23.6S 

Ch:.rges !o:- Ac!d!.:i::e.: 
Al:o .... a.r:ce :e:- Co=un:' t'l 

!Jouole 

... 7.50 '/I 
3.50 

:0.50 
12.00 
1~.50 
15.00 

'7::-i~1~':;' 

S11.25 
lZ.75 
lS.75 
18.00 
20.25 
2:.50 

..... J.3 .08" ~~ =;:~~ :'~J.J~i!'~ 
4."..l ..... ~ .~5 ,.,~ :;;.~,: ~~';~~: 

~e$sll~'! ~:lt.e 
Zae.!l Ad col. 

:. !I.i::ute- :/~Cl.:te 

Da;r :Jar 

$.075. $.035 .... 
.OSS ....... .045~"""" 
.. 105 .0e,S 
.120 .075 
.1.3S .090 
.:50 .:'05 

Adc~~!.o:.a.:' 
Allo· .... ances 

:oIJo!.e :~:':l~ 

S15.10 S:2.65 
19.iO 29 .. 55 
28.90 4Z.35 
33.50 50.:5 
~O.40 60.60 
l..i.30 iO.OS 
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The ?~cific Telephone 4nd Telegraph Comp~nr-Concinued 

Optional Residence Tele~hone Se~ce - Concinued 

Option 2 - Circle Calling ?lan 

Service A.rea 
Rate Grou"" 

1 
2 
3 
4 
5 
6 

* $.06 on ZUM routes 
1rIt $.0) on Zm1 rou.tes 

Mocthlj Cha~e 

$4.75 

$ .075 .... 
.085· .... 
.lOS 

.135 

.150 

-5.oe on Z-.:i.~ :-out.es 
* ..... ~ .05 ~~ Zij..f :::-o~e~ 

Schedule Cal. P.U.C. No. 149-T, O~tional C~11in3 Xe~$ured Service 

Se:"'liee 
A::e4 
Rate 
Crou'!) 

t 

,.,. .... 
:I: 

Serliee 
Ot'~eri:l.;= 
:tate 
:1.11eage 

9-12 " 13-16 
l7 .. 20 
21 .. 25 
26-3-= 
31-40 

?4te Per Se~lice: Z~ch Exe~e 
or ~is~rie~ A~~ Se:ce~d 

One !I.ou: 

$2.25 $4.50 $6.75 
2.55 5.10 7.65 
3.15 6.30 9.45 
3.60 7.20 10.80 
4.05 8.10 12.15 
4.50 9.00 13.S0 

S .0:35 ..... 
.04S*""""'" 
.06$ 
.075 
.090 
.105 

Cve~i::=e 
R":.e ?e: 
>1!.=te Over 
Allo'4:lCe .... 

$ .07 
.09 
.lZ 
.15 
.1$ 
.21 

.,. Aj.j~:ies oe~'A'ee n 8:00 0. • .:: .. o.tlC'! 8:00 ? .3:. :'~n:'o.:r ~~:".:>ug:: F:ictty :::.l:r • 
Cllll!.ng bet· ... ee~ 8:00 ?::. a.::.c 0:00 Il.~. -:Oo.i::r .~:lC s,ll ca:/ S~~ur':e.:r 
o.nc Su::.do.:r i: unl~!.tee. 
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?ag~ ~ 

':'he ?ac::.!ic Telephor.e a.-:d ':'elegraph Co~a."lj' - Cont.::.t:.ec. 

Exte!".cil!d A..."'"'!a Se:"'tice ?..ate!:,:c~~t~ 

Author-:..t.y i= gr3..~....ed. t.o ~r~~ the Sall."'l..l: F'or.m:la :':'Jet:-..oC. o! eomput..~"lg 
~ed Area Se:"'tice (:=:AS) :!..."lCre:r.ent.::. ?.e"r~io!"..: to ~Xi:;ti:;g E:s i:l~me=~ 
are aut.ho::-i:ed ~~uant too the application o~ t.be ~r..:eC. Sal!..":.M F'or.m.:la as 
,et !'o~h 'oelo'~ with ::'0 up dat~"lg of ml~i."l :t.ation ::'3.tio:;_ 

An. increme:lt is added t.o the ':>.as:'c rate o! ~xcb.ange:: outs:.ee o! ::let:-opol!.tan 
are~ when e=end.ec1 ~e~ce ~ e:;torlbl~hec. ~t~ee:l exc:-.a.~~ or dist.:-:'ct 
areas that a..--e eve': S ::ti.!e:; a:,,~, !Zi."lg .:-H t.oll rate :nilea~ .. 

Detel"l':line the !::AS ~e:"'!me::t:; .lZ .!'ollo~: 

:... ~~eage !or eac~ :::.s :'O'l..U .. 

2. x.oi."l ,tation develo~t:ent !cr e4ct :"ot:t.e t.hat. iZ OW!': S ::lile:: .. 

3- :-t.air.. 'tatio~ :-atio: 
greater ::-.ai.."l :;t.atior. 

di"lid.e -;.he :!.e:::er :na:.."l st.at.ion !'igc....-e ~j t.he 
!'i'""~"'"e ~or e<lch =-,,'~e Ove,,:, .£ ::r:...l~s .. 

Q- - -

~a~"l 3t~tio:,: ?~tio 
Srnal1. ~xeh.(. • .a!"~ ::.xc~ ... :,-20 2:-25 
<)ole!" ;;0 'to ::xc~ .. - -

0 0 .. 15 

.15 .$0 

.so .SO 

.30 :'.00 

ZXce~ior.z : 
.. 
•• 

2 .. 

Small 
!.aree 
Smal:'. 
!.arge 

St:"..all 
:.arge 

3,lS. P~~. - -
Z2 .. 75 

.w 
:.95 .65 
.95 .30 

:..6; .55 
.. "5 _.- .40 

:.50 .. !...5 
!.w .. 1..5 

2.75 
:'.)0 

2.60 
• , 5 ........ 
2 .. l0 
:'.95 

-. "'~ .';) .... ),1 

.95 

.kD 

.. ~ 

.. lo.5 

.. ;0 
• 65 

... '.es!.c.e::ee 51;bt..::'oa:. :"~c~e~::t ~:o:.~":l .:- ~2.00 ~. ..., 
, 

?ez:!.de::ce 2-9a:";j ~r.all ""- ~o: Oe ~o:-e ~!".a."l .... ;0 
.~ .... 

s. Re~iee:-,.ce l-p:.:-::r ~~.al: ::ot Oe r.lO:"e ~h.e...~ $;.00 

3~. P.e::. - -
~2.l0 

!...;o l • .!..5 6 .. 35 2 .. 15 
2 .. :'5 0.70 3.:'5 l.oo 
3.35 l.30 5.75 1.95 
2.~ 90 3.7$ :'.2$ 

:3.:3; :.~o , ~5 ......... 1.60 
) .. :'0 : .. 05 I '5 -.. ~ :'.60 

aoove :: ,J!)';.:b .. ,. ~ • 

c.bov~ 2"',c:::r. 
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~el'l .. ~_,"··'!~ r., ~ ~,.. "'0 ... r. .... ':) •• '!". ~.~.'o ... .., -'-- JJ! __ _ ."",.v. ... 1':>-4 • • _~_ 

.. .... -"e ·:0- .... '·,. ~ .. --aea ... _'!«"". "'0 ",",! ...... _ .... .,..,. __ .-..r"'g ~ .. ,. • .. ~ • ... .., .... J ..... _ .. \wi ...... c, .. ..,.,~;."'-- .... ,;;; ~ ~ f.I"'_*J .... '" __ • ______ .'Wo"'"-"v 

~o:- ,e:-J'iee 0:- ecd.~::t ~r..~d "..:lde:- :3'!'! o~ ~:..e ~.:t:~_:'~:~j'Z 
':.a. .... ..:: ,ehed~e:: -exee!'t ~he !"ollo-/~e 

"7 .... . -. 
31..-7 

(?~:W.) 
E.a:"'...eS l.a. 

1.:'. 
:'.e • 

... -
I\0I0 ... 

(?~!.3l' 
?a.te~ (3) 
~:: 
(?~:W.) 
Ce-.....e:-al ?..1tes ,--......... 
All ..... 
~ 

3. ":'~e :·!o::t.hlj ?e:-eentage !'ee:or a.~::.!es ~o eaC!l c:-..:ztooe:-'s bill 
!"or ~::.e ~otal :"!c:-J.. ... .!.."':.g :-:r~s exce~ 'those !.":.e= ¢y.cl-:.:C.eC. =.de:­
$~ei::ll Condi';::'on :., ~ove, exel~!.·te o! !"ec.e:-a:. ~e :~a.l 
exe!.ze taxes • 
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':"r.e :'ate:: =.c. Ch.l:"S'!' o! C~:-.e:"3! !e:'e!'Cone COI::?3:7 o! ~.,.." ~ !'O:":".!a a..-e 
eh3.~~c:. sz set !o....-:'h ~e::'O'.of ... 

.. ... 

., .... 

;. 

7.87~ 

:".=e ~:"ee:tage :,~...e a~l!.e~ -:.0 a:..:. ::c::t!:!j" ~e-.... -:"'...:g a:--:' ::lea:;~""'ee 
:"a'""...e. =er-r..ee charges !-or =e:"'r-ee 0:' ecr .. :!.::?r.:e~ ':-trr~ =de:- ta...-'~! 
~c~d1.:les A-l tt'..:?..:.¢ )'-lJ:J.. ::.e ,e:-ee=4~ rtr'...e c:.oes ::.ot 4";19l:r -:.0 
~r.e dea! e~.:i~ 4ce:.::.zi~!.0:l :t:"'..ci 'On"',,:g :;t:..-exze 4:5 ~!'!o-.c !..-: 
Sc:-.ee.ule Cal. ?:r.CoO ~;o. )..-;a • 

':".:e ~':"~.(-:.g 3.d.j".:.St~ ~ oe e~eh ~d:::~!.o:. s;--a:.~ be des!..s;:" .. a::ec. 
''?e:, ?:7oOCoO :ee-t..:;!.o:: ~:o.. 93728 " 

~.e ~:"e~a~ rate e?!,~e:!: ~o e:.ch 'C".=t.ooe:-'s oill :0:- -:'::'e s.e!""r..ees 
a..":d e¢!=,~ :,,t .or."ee :!.::. Spee"-Al Cc::C!.t!.o::. :., ~O":e, exc:l~!."1e 0: 
:eee:-al a::ci loeal e~..e-C...:::e -:~S .. 

CJ!l. ?7:.C. 7~o • • :," ~ __ J _ ,..JO. ... _ ....... I
O 
.. 

.K.-~! ~_ r- ___ .~._._\,....,_ .... ! 

,:",., ... ~ .... ----e-.t .. ,.. ...... .c'.... .I"c~ .. ,.11 .... -Q--.. -..,~. '-"'--0. :rw-""" -* .. ____ .~ 
:-:.<-~c!a:-:. ~Ot!~~~ 1:' ~ :lei: or ? .:.:. 
co=--.".eC':o:-

Z';on..~C"..:.."":"" .::e 
C'~..a:-~ 

3:;0.00 25.00 
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~PENDIX a 
?aq.e 7 

AA:"ES ;;z:o c:sAaQ;S 

Zx:.e:o-.de<! J...~11 ~'!""riee ?.....r~ :~e~~~~ 

~'thor:.t1 !.: gra.."ltee. to :'e"tize the Sa or ~!U1$ :o==::~ ~~ 0: co~!:lg 
~xec. .t..~a ~:-~~ (ZiS) ~::le="~. ?e'-r-zior.z to e~ti::g :::;.s i!:.c:e~s 
are at:tho:"i:ed. ~"t2."'lt to tl':e anl!.eat.ion ot the :"e'"r...sed SaH .. s,s For.::zt:!.:l as 
,~ !'orth oelO"..r .... 'ith no updati:lg o! :M~ "'l zt,a::'ioc. :-ntios. 

A,.", i:le:eme::t. i= asiC.ed to the oa.:ic ::"':1te o!' exc:.a:ges o=.,,~ o! ~:-opolit.c 
ar!a3 ·..,ben ext.e::d.ec. se'!'"rice ~ e~~lished ·oet,',.een ey.c"J3"'ge= or ~:"ic:. 
8-~as -:r..at. a..-.oe over e ~ a?a..~, t:Si:g 7-:! toll rate ::i:!.e~. 

:... :~ag-: to':' each ~ :ooc:.e .. 
2. :-iai:l statio:: de'7elop:ne::t tor eae::' :"O\.."te th.at. !.s erie::"' S :li:!.e::. 

3. :~~:: ~tation ratio: ~·r..c.e ~he :'eese:- =a!:l ,t,~io~ !ig':e .~ t::e 
grea""....er M of 

... ,.~tion !'ig~ !'or ~ ~ ~ S :!.:.cs. 

~. Fi:Jd !::e:'e~ !:.tl':e !'ollO"..r...ng taele. 

!~ St.:rt::!.on ?atio Tol!. ?~~ ~~e2£.! 
Small ... '" ( ~ .... ~~ ~!l. Q..12 ,'"' -'6 ... z:.I, 17 .. 20 2l-22 
o-le":' U'o ':'0 ZXe:,.. 3~. ?.es. 3-.::s. ?.e~. 3t::S. ?..es. 3t:.s. - - - - - - - - -
0 0.15 SoaU. $2.75 3.95 SL. .. CO 3:'.~5 Z6.~5 $2..10 39.50 

:.arse .J.IJ .eo .70 .$0 

.15 .. 50 Soall 1.95 .6; 2.75 .95 J...)O l.L.5 6.35 
!.arge .95 .30 ")0 •• .. J.JJ 2.:'5 .70 ... '15 ,;.-

.50 .so Sr.'.all 1.6; .55 2.CC .SO 3.3; :.:30 5.75 
:.a:-~ 1.15 .40 1 .. 1.5 .4$ 2.60 .90 3.75 

.00 1.00 SC3ll :'.50 .45 2.:'0 .70 ;.3; 1.10 :'.05 
:.a:ge :..l.O .4; :'.95 .65 ;.10 1.0; 4.6; 

::XCe~io:::s : 
~ S?c:3 :ra-~ ecr,;aJ.:, 1/2 ·~i."'leSS :"a't.e !.."":~me::t. pl~ S?CE oaz~-: r:l""...e -. 
~ c .. xt. ".( . - S 2; "_.I" _ e ~ ne __ gee.. • ~~_?.e. 

2. m ::~ rate ec:r.:als ';.-1/2 t:~.::leS ~he i.. .. :d~:r..c.ua:. l!:'..e :oa""...e :"~ t.o 
...... ,e ..... :e .. cr,tJe'" ... 25 :::ul ... .(~ .. e 
tJ. .1iI'''' ..:. ....:> • ... ""'_. J.. • 

.-
?.eside::.c~ s~u..-:'ar.. ~~c:-e~::t oa..~ 01", S2.oo • ,;. -.I 

!... .. ?.e~ie.e::ee 2-pe::j sCall :-oOt 'oe ::O~ .. ~ $. ;0 ."". . .. aao-te s-.:.bu..~lC. 

5. ?.e:;i<!e::.~ :'-pa:';.j shall not be :::o~ ..... .,- ':"J CO --' ......... .., . a;,o-Ie z-,a:~j • 

:! ~o~ tha..--:. O:le :"O":...e '!.: !..-::701-tec., ":.l:e i..~r...c.l.:.:J! :!..":.C:eoe:~z .a..~ xe.ee 
~o~her -:0 d.ete~..:..e t:-.e a~~cab:'e i..~~:':)e:::' .. 

Res. -
33.:'5 

2.:'5 
l-OO 

:'.9; 
1.25 

:..60 
:..60 
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;;.,.~-n!:< :3 
?3ge a 

AA:tS A.."m ~wS 

:"'!le !'ollo~...r..g ~r-sions a......., oa::ec!. O~ 't.l:e ~"r'.:::'oz:s to t:-.e SaH~ :or:::t;.la ~ 
!'or:h on A.'='?~m:x 3 S~-: 7 Or 9 o!' th:.:: or.ie!" ar..c. 4.""e a-.:t.ho:"i:ee: 

Zagle :·!t. 
:O",.'ler 

~e ~::~.e$ 

:.a.."lc~ter 

:'os A:.a::os 

:..:eac:!.o~r..e·"" 

:';o~ngo 7 a::..J.ej 

:';O"I'e;to 

?al:': ~e~:t 

??Z3~"'!' 
EtlS. ?::S. - -S2.35 
.. o' I! ... " 
:..6$ 

.00 
2.35 
:'.65 
.. ":1"1 
•• .;'oJ 

:'.00 

;.k1J 
2.;, 
:'.6; 
1.6; 

2.05 
.35 
.60 
.3; 

l.60 

3O.SO 

·55 
·55 
.25 
.80 
.5; 

.eo 

.$; 
:.00 

:.eo 
.so 
.55 
.55 

:.:.; 
.6, 

Av7.~O?,!Z::> 

3U3. ?.=:s. - -$2.75 
1.95 
1.95 
.95 

... "'c 
4·(01 

• ""5 ··1 

1.SO 
2.75 
:'.95 
6.35 
:'·:'5 

6.35 
2.75 
:.9; 
:'.95 
J... .. OO 
2 .. J.;.j 

.!.JJ 

.70 

.:.:J 

"'''' .;v 

.95 

.6; 

2.:'0 

.kfJ 

2.:'0 

.95 

.6; 

.6; 
:'.3; 
.75 
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~ont.i."'.e~al 

3c::"!dw.~ ~rO. A-iO z S~:-r!.e~ ~o'!".:".eC't.io'n R.."'lC. ;t..erlf'! .q:o.c!. r:."lt"'l~ C'Mr~~ 

':":.e !'O!.:.O'..ti."lg re-r ...sio:::s a..."""e at::.r.o~-=ec.: 

Ci":oi:e::s 

?:-emises "r...3it charge, ~r -r...zit. 
:'l!,:-f_"lg art!. =lock! j aek, ?-:"' :'oe."tio:'! 
St.a:t.io::/e~~me=- e~=.ec::.;.o:,! C!la:~ 

Zle=:::.s !'or :leW and. a.dC.'!.tior'.:t:i. 
se:""J"!.ce, ::la-Ie u.ci eha::ee~ ar.t! :.:: 
?lace eonr.eet.ions: 

?~r.:ise~ "r..:sit. ehar~ 

Z17.C¢ 
:'6.25 
:.,.00 

$;0 .. 00 

?.es~r.e.'! 

~l7.00 
:.6 .. 25 
:';.00 

~"'-' I'O'iO'..t ... ~ _J • .t_ • ....... "","""","'~;'..1 '0'" ,,"'! ·0 .... .1 ... -. ... ..... ..1 _or:,fJ_..,,,,,. .6._. _ ..... ,.;...C/ • ., ,~ .. ..,~ ~ w ~......, • ....,.,. .. ~~ _ ,. ~ w.I...-._..,wtiw,."...". --~ ..... -

e~~hang! aeee~ ~~ se:-tiees: 

Fc:r:: all excl':.a.r.~~ ~xee~ t.he ?.ed.d!.e, :e:-:-.t!ale, :~.r-'!ie, :1eClo-..:d ar.d 
~ C:vre exe!-~ges ~ach ·ot:Z:!.."l..eS~ ar.t! ::"!sic.e~ee exe:-..e::.~ access 't'!. ... .,e ::o::er':'j 
r~e r:l4Y be i.."lct'ell!ieci '0,,/ S .85 per l':1or.t.h. 

For t::.e :.edd.ie, Fer:.r!ale, y.t'i-r...lle, :~cClO'l.:d ace. Zli: Cre-/~ exe:-..a."l~s each 
·o'JS'!.· ... .e~s a......c. ~side::ee exchange acees~ l!:'e :::or.:.:ly :'a":.e r:zl be i:l~3.5ee 
'oj S:' .. J...5 ~':' moa:.h. 

..... 
"21 70:1 

A:.l :nont.::l7 :-ates !o:"' exeha::.ge aeeez:; l:..-..es e;(.t;:~g !'a..""r::f!'!' :.::..~ !'o~:"gn ~!(C:-'a.."l~ 
~e!"'"r.ces ::.e..., 'oe i.~e:"ea=ec. 'oj' S .0$ ?e'r ::o:'..t.h .. 

5ehe~..;le :ro .. ;",-:S t 3e:-lie~ Co!"::tI!e":.io~ tl.'''lt! ~t:0"/~ ,q:".,C. C'r..'1.":.~ Cr.Jl:-~~ 

?..e~ie'!:,:e., 2~'l--.es~ 
f • s:.o .. oo s:.o.oo 

',Iork, 
20.00 20.00 
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Zle~=ts ~or ~e~ ~~ a~i~io~ se:-fice, 
~o...,.., a:c!. C:-..a::.ge~ e:..c. ~ ,:.ace co:-..:ee:.ic~z: 

:~o:...~C"J..~..;lg =-a.ar~ 
3~'!...,ess a..~ ?.e~iee:':.ee 

~:ze: ""iz~~ t; ... ..:l.~ ~:;O.Oj 

:'"!e e!!"eti·,"e da.te o! the ~"r-sec. ze:wliee eo::.-:e~~~n eha!"~:: s"","'j Oe ~~ 
:.'!!Z ":;~ 5 c.a;". a!':.er !"Uing. 

:i:/I! c.a~ a!~r t!.e e!!eC::-:'·te Coate o! :~ c:o!e:- Ca~a:r 7a:.:.e"J' :'e~e~ho~ 3~..e: 
!::.c., :ore=t(lof" ~ ':'elepho::.e Co:pa:;r, ?'..a;;7J' 7a:.::.e",/' ':'ele?ho:le Co::;>ar.r a ...... 
?o::c.e~ ':ele!'l"..o:e Co::pa:::-.r a..-e a~ho~ed. :0 !!.:e ~he !ollo~..:g ="""-"'-,i= i..~ 
,e:-r..ce co=.ect'f.on c:.a..oe~: 

:n,!::le:::'~ !or ~e~ a:C. a.C.C.it.!.o:-.a.:. se:Wlice, 
::lO~ a.."'lc!. cha:ges a.."c !..~ place eO::'''':.ee:.io::.z: 

?re':':!. .. .es 7!.3!t. e:-..a:ge 

:·io=-~eu:"':""..:g Ch.a: ~ 
3uz~e~~ ~~ ? .. si~~:':.ee 

S30.00 

:'::-..e e!!e~:"re c!.s.:e o! ~?'.e ~r-sec!. ,e:-r..ce co:::-.ec:t!.o::. cha:goe~ :;:-..a:.l ·oe co~e:::. 
· ... 'it.a ~he e:"!ective cia't.e o! ::>~~lj :"i!ec. out :ot ~t e!!'e~i~ =:!~!-ele!:)e::.t 
se:-lice co:"'.:ect.iO:l eb.a:~s 0:- not less t.h.a.~ 5 c.a;rs a!te:- !i:.!:'..g ',zhie:e"re:- c.a-:e 
is la":.e:" .. 

Z:e~~::.:s !'or :ew a.~ adc!.i~io,a~ ~e:-:ice, 
~O':e a.-..c:!. C!l.l."'l.ges a..'":.Ci i:l ::>laee eo:=ee:.!.o!':Z 

?:-e::.ses 7!.s!'~ C:-:.a..~ 
?~~~5 ~-:,etio:- ::~...:o 

'=-~~., ~:.- ~e~....:..at~o~ 

3:'O.~ 

~.OO 


