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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of .
Citizens Utilities Company of } I

California (U 87 C)} to restructure W :
intrastate rates and charges, and to Application $3-12-005
implement a New Regulatory Framework (Filed December 15, 1993)
for telephone service furnished

within the State of cCalifornia.

b

Oorder Instituting Investigation into
the rates, charges, service,

practices, and regulation of Citizens
Utilities Company of California.

Investigation 94-02-020
(Filed February 16, 1994)

In the Matter of the Application of
Ccitizens Utilities Company of
California (U 87 C) and GTE
California Incorporated (U 1002 Q)
for authority under Section 851 for
GTEC to sell to CUCC certain of its
property, in accordance with an
Asset Transfer Agreement dated

May 18, 1993.

Application 93-07-039
(Filed July 22, 19%93)
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FIRAL OPINION bauotpdont
ol 1l spsaniti Yoo ovinthiedua Doenwo wilodw s owi ODUD

1. Summaxy:.isg ati diiw noidnfoqons suwplcd v ({@uavidil) yanyg 00
ol ,qnsgcitizens-Qtilities3C0mpany.OfJCaliforniah(CUccfafni aditlo
applicant)% originally regquestedian.overall{iricréase.iin telephdng=oo
rates:of $12,153;750 (21:2%)::.CUCC'g:telephone rates wére.reddgedos
on an:interim basis-effective:Jdanuary11;:1995:by:Dédision>(D?) e a3
94111:074+f Today!s:idecisjonipermanently rxeduces: CUCC!s-tést yéar: bsn
1995.telephoné rrates by 85;724,6791(8:Q%) 22 10} aonivien yviodnlnpay
’ We orderia:ipenaltysforiCUCCis falluréitosrepdrt-servicénnt
quality;iproblems as-required byGenerdl:-Orde¥t (GO), 133:B,ncWéraddpts
a Service Quality Assurance Program (SQAP)sto:énsire-CUCC.willolifs?D
improvesits:quality of sérviterszWe:algsofauthorizerainawiregulatory
framework (NRF)tfor CUCCisimilarstoothe:NRR:forsPacifiérBellod1ron ¢
(PacBell):and1GTB=California=Incoyporatéd 1 (GTEC) evon [d) =aioirlelb
vionyrRPinally,ithis, de¢ision- restructukes CUCC rated tovbringDUD:
them into:furthéer alignmentiwith.CUCC’s:¢osts-and-other:ztéléphorieorg
company ratesioiThis)resbructﬁringafollows;hhe ratecdesignteixorqn
principles adoptediin:ouriImpleméntation-Rate Designo(IRD) *dec¢isions

(D.94-09-065) ;-positioning CUCC to.engage . iny randtallowing CUCC’s
ratepayers:to enjoy, >the-benéfits of :¢competitionvos DHian  ,CLO-VO-£@

1aan, AT Lacpaadtxs anaodusiad sttt faD ovil (yud o yiidontus

noto feg aa nantl uneots slatorilsD GQ0,2 tecdn sovioval rslunesd

panti amacoa 002,000 viodentxots caiviovil notdosensr) 1apyn(

25) OSO‘QOiéé.Q wd baxittodius afgfnojjiaiupjs 9df .a?iwnoiﬁﬁn

1 Citizens UYtilities Company of California.is a California ....
business inc3§go}3téa‘iﬁ“19 7“%89§{gﬁiaé‘teléph8ﬁéféﬂd‘gaigr”gxilL?J
utility service;fqBy-Di95303:017: (asimodified ' bycD.95:04-034 ‘andus1J

D.95-08:001), CUCC was.granted authority to separate.its.telepho
PR RA LTS DI SO LUy EAPEY S A T don) CAUYRIE
CUCC. A newsc¢erbificate:ofopublic:zconveniencezrandenecéssityiwasiisn
granted to Citizens Eelgcpmggnicgtions Cg@panyqoijg}iforgia Ine.
(CTeiCalifdrnidf . OcucE 8 tel1bphofid"dekvidé Beddn €6 bd’'pPerformed
un??g thencTCica}%§¢rg;abname%?nngguetolsfalggs,.wheg GTCeotIsY0¢O
California's tar: >ecame effective e will use s, CUCC, nam
Cob e ks B2 VI B ST E N Re endBoutdi s oR, RSV ETLBE 0 e
consistencyiwithstheiname usedcintthecapplicationtis zainx ancdgolsed
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2. Background VOIMII0 (JANEH
CUCC is a wholly owned subsidiary of Citizens Utilities

Company (Citizens), a Delaware corporation with its principal:u2
office in Stamford;iConnécticut.yCitizensgjsthéiparent’ ¢dmpany, is
comprisediof approximatelyid40:divisions:and:subsidlaries étovidiﬁg;ﬁ
telephone,:electric,; gas/owater;'and wastéwatér 3eérviéésitd more is:
than 500 ¢ommunitieésyin>14Istates;unThe parenticompany pérfédrisss no
adminigtrative;-accountihg; financlalsitaxjeéngineéyrihdg] leddl;fand?
regulatory services for its{éperating.diviaiond andssubsidiakiés;eers
including:=CUCC: o AbtithevEime of filingithefgeneralirate oW
application, .CUCC provided:bothiwatérydndrtélephone sexviceriniiisup
Califoriiia.oo(See:1footnote{1i)2) =axpo1d eunstuzed Yitisud ooivield 5

v ods {upcCUCChfurnishedstelephone’’sexvicesin 23 e¢xchangézdaireas>invi
9 northern:Califérniarcduntiesyiiorganizéd!intd’is operatinyg Arowsnnyd
districts (Elk Grove/"Susanville;qFerndaléysAlthaxas;Tand 1Burnéy)?59)
CUCC: serves both:urban and:ruralzcommunities,=idc¢luding iéparsely
populated(deserﬁfand’hOuntain?aréaé.HJBefore¢1994? Citizens-had nodd
approximately-140;000 adcess>linds:nationwidejyrofiwhichiodst uag:on
approximatelyi80;000:-Were-operatedin:Californiaiby cyce: a=laisniiq

27U Oniduly=22,;51993,-GTRCand CUCC filediApplication-(A.)e.qa)

93-07-039. GTEC sought iédthorit?:ioﬁéll?cfand CUCC_ soughtroyeyolny
authority to buy, five California telephone exchanges. The asset
transfer involves about 5,000 California access lines as part of a-
larger transaction involving approximately 500,000 access lines
nationwide. The acquisition was authorized by D.94-09-080 (ae»,uau_
modified BYTBISEI11; 8140 1 iRE (eAL BaRR TR BOxE IS b1 na ST 10, L
transactién &loséd ‘on-Decémber #315) 1994 £0UPpdnTIcofiplet idnrof théiiiu
ent S50 8RB EL 307 "B B aRe AL I A AL 6357 080  Ree 800 RatS,

nationwide;uwith abgutaes 000Jaccessllineébiniqgllforniaasn A | 20U
il o Bpig O_Yas SLOEY U 4 D nsxg‘
rﬁ‘;o?xCde& {g ng gg 98 ﬁJnﬁgteJ évig ot’ iéxngs}?P 90E; )
operations-iﬁ 1983. 8}0[833104092"A13“CPUC2dP47x)3§0nﬁneﬁémbét 189)nu
155 U di ony neesd gl3L1s EI11O
1995, 56ugg R1 T84 2531157088, | s8¥r{RaI4TcRERIED, B 4R DN EGTS
telephone rates effeot1ve:JanuaryJ1"£1995v andiindredde-totalieiaiton




revenues :by. $12,1563)750:(21,2%)\»: CUCC alsol requéstéd authority to
concurrently :impléement’'its proposal :fory NRF. Yegulidtiom [rin~salgaun
ek st On February. 8, 1994yt thel Commigsion - Division’ 6f1) 1oo1ib
Ratepayer:-Advocates  (DRA)> filed & totion” td ‘consdblidate A 931071039
with A.93-12-005.7¢ DRA a¥gued: that. the acceséiline: transfer: tduladigs
affect CUCG's Yevenue requiremdnt’ in the geheral Yate: caget (GRO)t1ovo
125 On' February: 1630 1994} we> igsued Ordetr: iTnstitutinginsni (qgs
Investigation (I.) 94-02-020, which:we!cohsolidated with 2il3 =22a3bhs
A;93+12-005.:1-Thel investigationiprdvides’ a procedural>forum to
fully act:on:recommendations! rega¥ding: Yevenue yéquirements; ratesji
practices, -adequacy, of 'service,” regulatory: approach{sand. otheyi-¢.U
aspects .ofCUCC’8 operaticris which'might dtherwige be?b2yond thessh
confines .of the"‘reliefhr‘eqﬂes’tédrby CUCC:odd i .esidet borulouriast
s;Prehearing-conferencesiwere held on> Pébruary 8;022,band:bs
24,1:1994 ‘tocorisider’ the :DRA:motion ard: schedule)samong otheriadotua
things..o'By::xruling dated Martch':11>'1994 ;1 A193-072039  wassrdivided:odny
into two phases. D.924-09-080 (asimodified!by:D.94%11¢014) . resdlvedr
all A.93407-039-Phase: It igssued: and' authorizéd thé sale’and purchase
transadtion subjectito certainiconditionsi:at sitidud L {(F20-80 +2.CT)
<71 Phase: II'of A.93-07+039:wWas consolidated with A.193:1230053
and :1.94=02=020.7- Isguesd reserved for: Phase"II{ are: the/amount ofi{fil
GTEC'S gain-fon‘r-’sa_l"e‘,f? any: necéssaxy.adjustments” td GTEC:rates from'ei
the sale,r and' the-revenuejrequirement: and ratemakivig efféetsiontulid
cucce ofitheracgquisitionyiuo ns Zdguon 37UD  Laplianb o157 1o epnitsadd
=inc:. > Pdrbiles:were: given the ‘opportuhity 'to ddentify issues oisx
regarding GTEC's gain-oh-sale!and'ratesi.>i Becausé D.94¢09>08055 ohen
concludes’ that' GTEC’s ‘gain-ori-sale:should be>governéd:bys theraai (15
principles .ofNRF.-and no: rate> adjustments are’ hecessary;>howeveryrii
no issues Were identified:! iDv95-09-003:closed A:193207:0391withisoxe
respect to ithe GTEC:issuesl [>*The:PhHase III{ CUCC -issueg’are addressed>
in this decision.
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Pyt - Consistent; with: the ‘adopted scheduleld CUCC ‘Bexved caisitavat
supplemental directr.testimony.on March-15,: 1994+ The:supplemental:>
direct testimony, updated,CUCC's showing and responded- todirections
given §in D.92-12-019 and D.93-04-056 ‘regardinyi ‘completeriess of .o insi
applications, . Among other.things,s.CUCC modified’ ite'Yequest' to iAnw
overall:increase of $11)184,456 :{(19.6%}\i On:May:31,%°1994°U0 10a%1s
applicant- gserved: additional: supplemental’ testimony, to further
address the c¢ompleteness: ofrits:showing.nca-g0-5e {1} noidepitnosvnl
o1 - Onm September,2; 1994;7 theyparties: filed briefs proposingA
interim rates.»:On> November:22;71994;- the:Commission:issued s {11
D.94-11+074,5authorizing. ipteritmrates: for. CUCEs effegtive ,novitun1qg
January ‘13519951 D.94r11+074ixeduted! CUCQ/ 8! overall 'yYavenues and;zs
restructured rates. Furtheryrit provided thatl.ther final Yxatesiil:iioo
adopted, today aressubject td, & surcharge: oxi.surareditvio The
surchargeior surcredit,will:adjust,xevenues codblledted«under :interint
rates:to result:-in 1995 yevénues: consistent ‘with: the tesb: year:11995!
results;of{ operation adopted hexein.s) 0&0-90-2¢.0 .aceedg owd odal
“eri i Ons September 165,:-1994 5 wer adopted the:final>’IRD ‘desision’ s
' (D‘. 94-09-065). Public participation: hearings (PPH):wére held. onict?
Septembey- 26,1994 in: Ferndale;: Septembexr 27,4 1994 "in:Fall River
Mills; September:28;s1994>iniSusanville;: and ‘SeptembeY::29:'and 30 /16
1994:in Elk.Grove; Californiatih On’ October: 6;1:19947,5:CUCC .moved: to' 1O
bifurcate; thei GRG/NRF proceedings, with separate evidentiary.in= s
hearings on rate design. CUCC sought an opportunity;to:update itsi
rate design -Yequests to reflectIRD pblicys decisions:and.‘comments
made at)the: PPHs. i The.motion: was- granted..-;Eva.derLtiary hearirigs on-
all issues$:; egéepbirate design wWére: held:from OotobefJ 1154 1994 fvmon
through: November:135:1994+5 Concurrerit; openingcbriefslion'rallyissues:q
except:rate’ design® were:: filed ‘and’ 'sexved Dgcoembey.«12, 1994 2~ with on
concurrent reply. briefs)ifiled andi'served December: 21) ‘1994\3 ioeqesit
: Jdmotatosb zidl ar
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vt {nEvidentiary:hearings onitatérdesignnissues\werd held/fromd
February 14; 1995, through-February-23,21995,2084verdl spdat‘HédriagnD
exhibitg.were served-in:March and April 1998[q-Condurréntoopesitng 10
briefe on‘all-rate:design:issues-éxieptospedific:-pridesflodyi v i3
proposals-were filed- and served:on March(317 19957 withfreply <@l
briefs filed and served on April 14, 1995. Concurrént briefsoniqe?
specificsprice;£10or proposals wéresfiledTand’servedion May 12,
1995. Oraliargumént wasr heard 6n May316?31995.asThe?proééedin§5v10a
were submittéd for-decidion:upon:receipt ofsthéiroralcargurmentounovat
transcript-on May:;17;-19957 oAt thaidirectidnrofcthelAadministrative:
Law Judge (ALJ);6n June-9,01995; CUCQ mailed ancadditionalcrotiddcd
to business:tustomedrs:onitheiproposal-tocelinminaterbusinegsscflatysos
rate:geryiceyiwith-commentsyréguestedsby-Jdune=30} 1995.10 noldslupot
{5212Di95-06:053-was-i§suedion Junei2ly 1996 iarAmong othero [{s
thingsyoit.ordered-CuUCCito-closeditsiCaliforniarPropertyTax.ssivion
Memorandum-Accéunt-and pass- through applicdble propertytarvsavingso
to ratepayeérs-in-CUCG!s-nextsrate prééeedinge Byirdlingfdated o0 ao
June 29, 1995, submission:of this:rproc¢éeding:was ‘set-aside for bnasd
receipt of additional evidence on CUCC’s complianceiwith opiviolt .&
D.95-06-053. Also by ruling dated June 29, 1995, official foticel.t
was takeniofcrecentrinterest rate.dataco:Thig proceedingiwas
resubmittedion-July 24;:1995:2 it homilesh esd s0ivion cpitpaaf{ledo
The -ALJ! g propoged-decision=(PD) cwas:-filéd-andcservéd SHUD
August 17;11995.~ 'Consistent:with:Rulev?7.2:0of iGhe: Commission’sy ot
Rules of.Practice and/Procedute; comments:were:-filed-and:-served-onitsz
Septemberi6;-1995:« According:ito:CUCG,cthe PD incorrectlyit
calculateduinQrastatefrevengés.9uByéru1ing\datedssepEember Tnr1995p3
theidQQQafoxcreplgncdmmentsgwgscextendedvfromTSeptembefﬁll:toijsxsqo
Septembegniapi19259ﬁangnthe scopé iandcpagé *limitation wéreolgnoo usd
expanded, to.provide:additionalopportunity for ‘parties tgraddressox
any alleged:errorsiand:providezthoughtful qﬂ@gthoréughsfepliesmojauo
Yodil lQﬁ:éepkemheﬁ 13} 1995;:.CUCC filed:anutBrexrdgencyiMotidén #001
FQEihanEderctheduling?QniAIltPaIBYeMeébingrAndsExEQnding:The Time.0

".gonoiisaka ; 3opInT® fAJdiw 2eod0rq YIilsup Insmoavoitgrl suoualdacd B
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Por Filing Beply.Comments:ToThe Proposed:DecisjionidioBy Yuling
dated Septembgr (14;v1995, CUCC!simQtioniwasideniéd, bRt the €£41ing>H
of responses;tQ the xeplyccomments was authdérized:viConsistentiwith»
the ruling,; ixeply.comments were-filed -andiserved-oniSeptémbeyr 1377 1d
1995. Responses.torthe reply comments:were filedrand servedlon>qoirq
September-25; 1995¢u 20D LRl b fiwoa no Davean bis holil olatsd
.7 By ruling.datéd.October-17, 1995;canodifiéd >pbiwasiliongn
served on-the.parties. foricomment' Among:dther thingsjstdtal .a0ef
revenues; were recalculated: >The:necesgary:changeasirédquireéd -iva ofow
reexaminationiof-theientire-rec¢drdss The réeramination included:pPbry
policycrecommendations inflight of theccomments) repliesd)) ovhul wel
responges;:nec¢essaryrratéeirevisions;oinitiationzof Commissioniaud oi
regulation of .CUCC under:rthe NRP;:pending-localccompétitionyrand> st
all of-the Commissionts policies andigoals-=including-universal
service. x;.Comments.oncthe:dédifiediPD:wére-filedlahd rservedtonzritidl
October:26;:19955~and répliés to theccomments were filedtandserved™
on Octoberi31,:i11995v7 Wermake-limitedrchanges=to the modified2Pbr o1
based on-thé icomments:and: réplies- asteXplained ‘héréin, 2¢¢r (@< 200l
3. Service Quality.~ Plocon atIhUD o aonehive [endiditts Yo Jgionoy
3.1+CUCQY fsi~illo 2€&i @8 L, heleh parfuye yil ogsis LR28-30-22.0
2 CUCO igtatesthiatirecentiyears havecbeén 'éextraordinarily2sw
challenging. Service has declined in sométareds, vdctordingitéd Juasis
CUCC, idue:totrealignient: of ¢itsroperationsy-employéd 'éarly
retirements, iforésti:fires§.6éveresstorms;randiCUCQ’s .ongoingl Jaunua
efforts-.to:réfocus ithe:organization and:streamline opératvidns? =olun
Norietheless, CUCO:‘conténdscthabtiitchad redivéctédritssiqoz
focus 'and established:veryragdresgive .objectives to2inpréveaisiuolso
operations rand:customér:sefvicéio-Among-other thingsy:cucaisaysbitda
has completed;s is iundértdking-ofiwillcbe doingrthedfblloRingrcdaigs?
rebalan¢ing :the iworkload, \oreating.betterialignment batweén .bobisaxo
customer:‘rieedsrand:company performancerfservingreustomsrstwithia vas
100% (digital-switchingne€wdrk, “ékpanding i€s deploymeritr6f fiber
optiO‘cablgniimpleﬁeﬂtingﬁinfrabtfucﬁuféAimprovédeﬁté??estébriéﬁiﬂg?
improvement quality process with "Target: Excellence,”
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surveyingcustomér satisfactién-monthly,cconducting’dudtdnerifodussia
groups ;i forming a:customer:advigbryléovncilycénsuring tHe adcuragy:d
of plant-fecoxds withta;plant records-=verification)andicorrection o
program, increasing customer service with more frontrlineremploysass
in both the business office and;repair-centeriiresponrdingito
customer ‘needs, with'ney reméte paymentragénciés;siimprdving. -the=uo ol
handling:of>incomning customgrscalls:with-ancautomiticicall =xeotavo
distribution:&ystem>andicustomer-récordsiinformatidnisysteéi, randtauo
replating: its>tdll-orislong:distanéd telephonernimber:féricustoméryoiq
inquiriés:yithiartoll+free 1800 inumberx: zrowodaun A998 aunednxs Svotd
YhileiCUCC acknowledgesi{it-hasihistorically failedato ner3
méet.sonélsérvicé qualitystandardsiand<reportingl¥eqiirements oteus
CUCC rbelievesithe>record supports-asfindingithat CUCCchasimaden'DDOUD
significantiprogress>to>improversérvice:quality-and:méét allsthedoxso
Commission's service quality standards and reportingcrequirementssni
According to:CUCO;>itihas;investigated:and-resolved:4nd/o6y
explained:alloserviceiqualitysissues:raigédat theipubliet 0D =idi ot
participationihearingsiand:in @uatgmersleﬁtersrisItchaeblargely sl
stipulated:to:DRA! S irécomméndationsifor-a SQAP;:desdribed belowatraq
CUCC bélieves therSQAPwill subject CUCC:to:rsubstantial penaltiésrcs
in the:eventiof future:nonc¢ompliance:::CUCQ:argués thairecordidoes A
not- supportsimposingha-pénalty:foraservice-qualitysod =d31 no 93stoqo
3.2 DPRA Hib Irds zifng dicyot oI hoiifal 22U bnuol A5 C.oonpilguhon
bris  SeDRA,pOintsioutrthatiservice -qualityiisan -importantdissgue-
in this GRC. According to DRA, service quality assumes even
greater importance to ratepayexs when service is substandard and is
accompanied by a substantial rate increase request (such as CUCC's

Y AT T LA LS ) adT ¢
rnodified ééu‘é@t é} Eltju ancéf Ehg I;IH§O %?Saﬁ[éég 1nér§§e s(J.cj,,np
$11, 184 456, or,approximately 19 S5¥) bigd :°bihbq5Jd oniti anisiod

.ad1oqgs AT 3 AP0 cyddi a7 3 sllsdent
10351&9 rev E%Lévfsg( éegiéug ég ég i?S ﬁ&gﬁgéénoj I5ib
several, elémentst «DRA performedaonasitev1nvestigations uringswaas

field viait'éni A13% gnﬁﬁiérQQIeweaiEh@”ﬁﬁmbggsaﬁal¥§ﬁz Jé§q91 sfduyoir3

3 pnirswans
complaints handled by the Commission’s Consumer Affairs Branch,
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DRA :found:-that: CUCGQihas:made progressiinireducing the>¢omplaingsvtua
brught to the Commisaion(i-Simflarlyjvbased-on:data filed>pursyanto
to General.Order: (GO) 11523A,~DRAYfound thatiprivate lineralarm:fq o
service .was-adéquatel oo daiw anivise rouodoud priaraont IR
o ‘DRATalesozconducted aisuxvey-of CUCCloustomers! cComparéd i
to customers:of (Pa¢Bell; DRA-reported athigh percéntage“of1CUCCIa:uD
customers frequently:experience.sefviceproblems.niDRAfound giéatasd
cuetbmer.dissqtisfactioniwithFCUGGlstresoiubibnaofabillingtJudiiﬁaih
problems:u-DRAYTalsd found:that-a higheripercentagel6£3CUCC!gi1Blkiqox
Grove exchange area customera expdrienééinetworki{sérvideiproblems it
than customéra inICUCC!s:bther.exthangerareas:s Siwmilarly;
customers-in:the=2Rlk.Grove:exchangerakeatareimbre-dissatisfied:withr
. CuUCC's-installation andirepairidervidesthan customersiiniothériCuce)
excharigesis DRA-recommeénds.Commission-adoptiontofeseveral inenilinpia
improvementuprogramscges bas ebrsbrusls yitlasup oniviea a'nolzaimo)
DRATalsbzafalyzed:serviceiquality-datatcollésted puisuanta
to the GO 133 dexies: JUtilitieseare3tequifedgtozmeeteof1exbeedsthea
nine qtandafds?dontainedethefeinvgjgIf aiservice reportingiunitidisng
performsdcaboveéithessexrvicé reportingilevels-established:»insG0: [uqiia
133+Bj ithere isinosrequirement:toireport the- pérformdnce>levéli HUD
According>toDRA; this:iprocédureiesséntially.iexpectsd utilities t6 at
operate on the honor:éystem,;ibut:nontrepdrting:does:notialwayg meant
compliance. DRA found CUCC failed to report units that did fiot &.¢
meet:the servicé reportingistandards:ofiG031133>in11991,11992, and
aqavsy acTiianh I Isnp satviez (AYNG ol vatbiosnA (D30 aidd i
at brs brebnsdtaduz 8l soiviene niotle 2¥sYryo?sy 03 eonsaifog il A01f0 (P
a'DDUj 26 fdoue) Jesupsr s3veaweil adex fsisaeleduc s wd bsiusgionos
2 The G : . e g 5. ..,
quarity e oniabalS B e e AT B D D e IR P TR s #0120
contains nine standards: held primary sérvicécordersjo 22,281,112
Sl tont AT A AT L T R T S S I o b Re S Y abor
answeringitimeycdirectoryradssistanceSoperator ansdwering)time,lsroves
trouble re€2§t?§8531835393§353ngdEiESA9f9g1b333ngggigff?§§iaiv bfoil

answering e e :
AAonst8 2risIIA ronuenod etanoleely ol ol yd bolbiaed 2inislygmon

- 9--8 -
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1993 for .three measuresp(direétory assidtance 'operator BnsWeringove
time, dial service,:and txouble s¥éport! sexrvice ‘dhiswelriny tiip)’ v oa
DRA contends that failure to report is a serious violdtidH'sf ¢he £-F i
trust placed in the utility;1 ds .welliras-a! violation " 6f W CoMirissidn ©
ordex, and recommends xemedialractionwi oy o bastps DD

«:;i7 Based on xepoxted measures dnd- its‘1nveatigation‘JDRA?J‘“f“
found .the quality of telephone: service:for: 1991{2:1992,%and 1993722106
adequate ngﬁpbnior_dialzservicexobservinquthoubIé!repoYﬁi birs O0UD
service answering.time;:@nd. business, offide" answering tiné. Due to
CUCC's failure to.xeportias-required: by’ Comnmissioniorder} “and*itgrdve
fajilure, to, meet: the) GO service quality: standards: £o¥0 thifge . Jitenonins
measures,, DRA: récommends)a! SQAP{? Undeér: SQAP,x CUCC!I& 1 dialssat¢icatend
observjing, (btroublerreport services>answeking timélrand’busindsgraroil
office answerjing time performance;f as, well as CUCCI s réeporeingraticup T
GO 133 service measures;iwillibetundek’contihuoud wdntitdringiIc§Qap<®
will provide,penalties:in the formyofirefunds tor1chbtomersifoxiosivba
failure:to meetiperformance:oryreporting: standards:tioasiq 8 xibisqga

DRA-ayguesg :that; a: SOAP>is:particularlylimportantoforiad>idw

NRF utility. Under:NRF, accorxding to{DRAz2utilitids aré-d1loRedveso
share or retain profits and are encouraged to cut costs. :Whileriupor
maintaining thg1ava11abil;tygofrh1gh qﬁallby téléphoqe ’sexvice to
customers is ongn?f‘thé éBéléqqﬁaé} Bgﬁuﬁgi{evihﬁéhat there is
a crucial need gorJgontlnuoué monitoring[ofnCUCG'e ‘dervice quality
under NRF to @nbire’maihtendndd: BE’thSEBéﬁETiE§£3 “éé§V1ce. With
some changes to which DRA agreed, CUCC largely accepts DRA's

a Q 3 SDIVIon de:ﬂno fA-£80 CO ofid .8
recomnendat ion®f3¥ "4 égﬁ‘ viegson fintovo as uc ailluyesy

Pinally, DRA reviewed CUCC data for major sexrvice
i i 11 &;.Véi; ‘m 511 é
interruptions. DRAIP8d3mAEhds” gsi der hat . CUCC reduce

,eatl =it o enton to 2idsiZ .k

3 DIial service observingpistacmeasure fofithevability of the
equipment to cqQmplete ancustometidialedrcall‘overtthe local and
toll message network without the call encountering an equipment
malfunction agd/orlall paths-busyccoﬁditionb311upeﬂ .0

ar3 3eiitl sds devoxidi op Jon

- 10 - 1t -




OverQAJLEQIYAFQAQHFQQ?ﬂszh103fnand*reducéiéquipménﬁvfgiiﬂfexoi £ees
gervice ontagap -py::80%,, from:the (1993 :cutage levelapivian I[sib ,aull
3‘35Lp;§S¥§§lQDfoiv arrot o n o2 Jywgsr o) owlisl 1sdl 2broedanos AGA
-»§2I!iEQ:lmnzgxémﬁng;ﬂggggxﬁg;ggg_HgniEQringdj iti -baoslg daurtd
CUCC agreed to the many: servicefquality iimprovémény ang Lo
monitoring provisions:.recommended by DRA; iincluding SGAP 7 The
agreements were presepted inseveral> exhibits.»J The ‘ALY rdivected (1rol
CUCC and DﬁﬁggpzSnmmarin:gheirragreemehtswin”dﬁe‘ddbuﬁéﬁf?’915”9955
~a aua The: parties: could) nob, agree onf aujointt document!eiand YA ?
submitted;a- document, representind. its understanding rof ‘thHef inl a'HDUD
agreement. . Thesdisagreenents: are’ largely.over ‘datalls'sand hot!'thel.
basi¢,program, ;i Appendix Buresolves thevdifferencesino Iti'Elgg o (Uasns
incorporates.the,parties) earlier:agreement foriCUCC t6 ebrreet” (92do
quarterly;yeports:filed 4dn 1991,21992;nand>1993,5ahd "duk:owans svillo
expegtation; that;CUCC;williprovide ritsiplan/to: the: Commission: €L 0D
Advisory..and;Compliance Pivision:(CACD) foér all=pyrédfrani!elehents.lliv
Appendix B presentg.the-Servicei QualitysAssurancet Mechanisn® (SQAM)iA1
which implements-SQAP((and .théiservicéiquality! improvemeht
meagures; (that. we:findlreasonable:and:adopti . INigummaty, Cocc ig 4%
required;to: .uizon Juo 03 bopsrucnan w¥s bis orilowg nislon 10 arsdn
o3 Qail(ﬁaggﬁgquiggéiGgfigg-nggaEt:rEYIffpbitgag?fj'?njuiﬁjniﬁg
w3ifeup -33iequ%p{é1::llgieiin3g:‘gcé:‘oggg:gf‘lectﬂdé:egtbrip hraon {fr o210 B
e ,332%2§fg§aaﬁdé?gyp Egnj 18 &JAQQBSAJ»N CYVACLE o 4au tobnu

1< aiqgoonas yisprs!l DDLU (hoosyps AU fdnidw ol 2spasido soon

2. Pile GO 133-B monthly service performance, i srhua--tomo+
results on an overall company basis; .

e3ivioa Loppd 103 638D DDUD bLevwsivox AMA \yIlfeaid

3&“"Improve'serVic?aggnégﬁ Enesﬁygaggggifia .eftofdqu s itk

FRurewi

o e T g 1 oD i
aonbet D0 iarElg, 1eDTO NS

a. Static or noise on the line,
arf3 1o RatIBusycgignalorcrecordingrbéforeda ooivios fsid €
hrus [sool s;:customez‘Ifiniaﬁeétdialiﬁgbthg ndabegp> 03 JrenqIiups
tramgiups ns poigsdnroons [iso sdd 3wodliw Xt1owIsn opseesm I[Ios
° e. Requirediredidls-becausertha-d4117ad&Fs noidonulinm
not go through the first time,




. Sivgoan a0t A Telephonefrinetallatior‘l ‘and? repaii‘"fff el Lonivoean
b bnovaonn B rv,j.c?”probleq\;,‘ flm(rf; adet a2'0lUd basoshacbande

viun @vrt Customery dissatisfactiontwith: cucois»»un
B .o nnvn oo paleg FSO}pFi?I’, ?f p"]'l«ing prob} rln l ‘3";‘!-? o annnafduosld

ERTAY S Reduize overall» serVice outages*?y 40%rand yviozunteiea
rvic outag oe -
) fa11h1‘es by' 5 xbi ?ng co’g}i'épmfng E0(ICA-0r-£8.4)

1 company. outages),pand viags foir BB dF st BatYiinad

Cornting ey RETEEEED A SR abpliYanl e tolalarte i sineotie)
bagxrerdius ser;ice, tr??ble report; answerihg,gime.i {3r0-20-1¢.0)
N, buginess office swgrf‘pg ti ’y non-
SIED BBy Yeport:in&P AR Heastrassys sl
adivicn bhooaoiscaxo ?.IS".‘.C)J"U’) a'DDUD (9vtol Arow mdi basnuba

3'3‘23:.):1-):‘-3@;!“::11:1 H-€£8L GO exoa 2o o2 bolisl 22UD bns ,a: o ldoxyg

CUCC argues that it should not be subject to any ‘frglrrtlb“xj

penalties forflp’o%x:f pery ,(;%Iquuli\;d r)“failure to submit. reporl:s as

A IPSE 1h1oVos
ordert?adapx) ,131;,3:,5,"1»“ eu;q, ﬁaq};ﬁe{» biry brie {Isma Jeonw wond ow saudnad

3.3,2.1 n_F’ailure to Meet Service Qualit tandards

R HST 1A Tg IU G GDUAD Gl Il Tl 10 G9obi itiireg axsw {eddl)
s, 1GUC AdDLSE 3, hag historically fafled to mest some ...

serv1c?}£gpa‘);;§'§x,standa,z:gi{s{. Ir{deem . Ne, h{er H)g_)d{ﬂﬁ ser\gglxg{e(’ %'?}?«1«3','}51-95,
@  mony types from numerone custoners. DRA‘g xeports valldate a wide

range of.. problgms. qg ‘g&'ﬁpgﬁledgesj 1tg s?ryrig% H’E;O}lleu,,}’)&f.mung
agreeing to the sgrvicel&nlgrjovemeiqt,s required Iﬁppeﬁd :(._U vo-te.d
:mcluding .2 30% reduction in r‘:z?,t:aylt:ic, JbllS}{ q}gnalso IGQUL \.,; BEOLAY
redials,! J}‘gpgq}‘%a%ioq and regair pr‘:{q_)lzlc?ms, .and l%idlslk gx;gk}eqn}m TS

resolution; a Q?)’;j(reduci‘:{ion in overall service Outages; E

LT dn 1o o35

S48

RS

inu, d {ﬁ D135 f Lfl TR9 1D aiLgP%}JI( anhb

reduction in seryice. ﬁtl)iu,;%g%sﬂ u Zo ejgu BT—%"E“;{?JI%IFSB %i‘zmuﬁ%»ff;o
CUCE; 8¥8 1%, AgK6es to thess standards because it is comnd tte‘?utf?;a;
service. !imprgvem?nts ,and | be11evea these Are ac hie able. e believe
Vi N ) 2 98T Dre sozvuJa ¥itleup

e are evi e of past poor rvic alit: and.,are not
these are denc p se € qu %on%m,d(, anivyas

miQ;ia'f}ali!si_thrﬁQl??E 1'3‘51?‘& _}1 Lo ‘ée%?nt-. a'ndat?%bscfﬂd SUD

siinw %]i')nguJu Qg? 1£9 E’)ab]:"-iz .'t}ea ?}tsu]i?ge]'?% folls;v% ‘3'3 31 ul;quAQ
utility £ bot .Nﬁ%’id%ng 9d1885v4G5,309 have the opportuni 9):&0‘;&03113
earn itg,aythorized Fars,of T9RUEB; SUGHS Fates havo aluays becn’

sufficiently high to provide CUCC the resources to provide g
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sexrvice. Nonetheléessg,sCUCC hasinot- ah::‘ays:mép our minimum service
standards and CUCC's ratepayerd® na¥e” bEdH!ubaui{ Inconvenienced.
CUCC'iﬂdefiéienb service’ quality: ia>particu1arly
troublesome since we® hAULPHS 2biablile tHht! E0CE Eh11ed to earn a
satisfactory rate’df réturniom ite'investients>sinde iits tast GRC
(D.83-10-0%1, 13 cyucéq Ay et Vear g I fa6t, cucce

I.Lu E 11[.

testified that it did not apply for: cohtributiom from: the
California High; Cost, Fund; (CHCF), after a meang, test was initiated

IR
(D.91-05-016) becaus@ 314 wasreatning 1n éxcess ofits: authorized

rate of return. “IH& evidJé[p%:émhb?’s”tTna‘P 11?“%{’92%‘(3;{{6& yeara CUCC

Ll i)
reduced its work force, CUCC's customers experienced sexvice

problemg, and CUCC failed to meet some GO 133-B minimil ddVicé -

cafd 1Y yvas ol donopduz =d Joa Alupida 13 2ol 2or r
standards. .’ ¢ X (8 2onupIs DOUD

26 e ””*?fe Yaal G everal e gulai:o"r‘j}} I hged IR RS Ehr Ty 19907814
because wé knew most small and mid-siZe wd‘rl [éalq"'exe}'fangg eSrpinicd
(LECs) were ﬁarrniﬁg”rﬁ:g"m f': 'r‘eftr\i?n Ve ces’sq "ttb'f “théd ‘?‘%’\ﬁf‘\ufiié& £
levels. Besiae]s (?nocﬁf 'iﬂn)g xth[én(f]{ P 16{ il{clude ‘mééha) é]ejst, we
decﬂheci to osrzfé'rj Hadit{oda1 Fihadetdr’ tti‘h:'féﬁ" vieWd Fidhd otV eon
stated ‘our Féﬁ('peﬁc}l:aJl:ji‘ém t}nat mid sfzjed LEés—-{ 1uaihg CUCC SE{1Ed
general i‘ate iapp'ﬂéétibn' né YateF EhHai Jaﬁuary 3, 18930 (gde suiet
D.91-07- 041’”4"‘E‘éb€ PR G fdérinH”;:‘é’ngraph 7 591509 €€ 2D
cpuc2d 3557”’,"“3'%") CHEE G142k FI1E Gt (DédEned 18] fogsfbuiont
nearly oﬁéﬁy('éafi} lat‘élr.b‘“The \(i' rfz?);(’in I&Jed B E s TRdd "enle °Ge, 2 fpiho
deisgi}ej“::}ulxi (:.13%'1;1; :& reqc':l';;a'::or:}sr to ehe ”cgﬁtijé’f)’ U Efordéa FeubBEnd 0eo s
opportunity’ t‘o‘“cont{nue” earni Bovd Pi €8 St horided- x‘at’é §ftIoubax
ref:f)ujrri;.sﬁcrl:lc wad ﬁ’ot 9\31‘.% 5u ’é‘ﬁfﬂfﬁangfaflfjrégo\h}c’eé"t pf(‘)’vid yIUD
qx.‘taqliit:f{ serviceidar’n'ffI t 168t me?é‘t’, “ff° ﬁc{t :gféeed f"bf“&dr”{;d"’li:s
service Btf}é:néwax{db“h wiifisup golvieen uocy ltang 1o n-t:);.vn 9216 ozorfd

cucc beheves I0E 511 Be “¥addidal P’ Bgﬁai’i‘é'é’d‘ UiddeL ERE L

SQAP AP fn Ithe evé‘nt ofd fu—f 28 gé’i}{@ éé’r’qﬁ 1{¢€9 328141 ¥34{&3Y wnile
the % X“"{"‘O%’vi‘a‘é 835¢ TiiceReiVe §2£82°tnPFyeULe P 1Y d8e8 ASETY
iNCOrpO: sed "8 )érggfigjf cEnf1vas fgf'”éll Atng’6s T33igodaupiadt aso
baop sbxvoxq ol asoruozsyt ofld DIUD ahivoirq o3 dptd yldmsintitua
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qualitycstandards:» Werbelieve an:additidnal ®iAdentive ifdmedessary”

and appropriate. {.902-BhE2UaAD 2
3.3.2.2 Pailure to -Submit IRéportg todi DOUD iiw osipe oW

»t+> We minimize- the-regulatory burdéii on €Hecatility undéir<Gos
133-B by.requiring reports:only:-6f:thé:units:-that donot<meet: the Jjon
required; gervice-level i -In:exchange;i:the:utility has thedi .oildug
responsibilityito:-timeglycand accurately réport. failured as:required!
by ouriorder:o CUCOisrincompleté:andcinaécutrateireportsredulted ilya
effeqt;i\_zelycreport(iﬂg..cqmpliarice with-the serviceigtandards .in Gohio
133-B when that wasfnotrtrue/: o) 5 lo noilsloiv 10} oinirtqortqys buas
) CUCC contends that in Septembenil993;riwhén it befamd .C.£.€
aware of -itscfailure:tovhave:filed:complete ‘andracéurate eports
for:periods inc¢1991,1:1992,:-and+1993, “iti"coriducted an texténgivé o315 1o
internal sinvestigation:andsinstituted chHanges:toensure :thatiall oiril
required ;reportsiare ifiled inithe ifuture. viThis prospectively iisouba
corrects but .does not. éXcuse its violationsd hnn avods gosd terolaun
;; . CUCC :s8ays:that -its corporate iconsolidation: and ‘relocationti
of responsibilitiesiprobably:contributed:to its: fdiluré: torepoyt Ove
That does not adequately explain or. éxcuse violation' ofica =173 o) s
Commission order We encourage ‘companies, to :¢onsolidate irelocate
l‘qu.Q,ﬁSihi lities-.and:.reorganize whenit.is in the ibestirinteYests 'of'»
the company,.and ratepayers. We do not:'expect consolidations,>tpeancyl
relocations;: and :reoxrganizations to résulti in reduced: ytility.q ='A%G
performance. Oux support--for..these:activities does not "ektend .to- <1'1h
the ut111t:y. overlooking .this .Commission's orders.: =i = :d7v
5oUuD> (CUCC-states, that--becausé . 'it, filed -inacourate ‘andtoi jenid=oo
incomplete xeports rather;.thanifalling tofilé any..reportsattallys oW
the nature of CUCC's violation is fot'go.édregious: as:to» warrant>anio
additional .xretroactive penalty.;!:This does not:absolve  Cuce,
Utility, xeports: are. neverito.contain:any false :statement ‘of; factrorso

law. (Rulerlyrof:the .Commispion’d: Rules! of; Practicel and:iProcedure)ia .

GO 133;B.xreports.are; to. be pigned: and werified.as" acturatet by alsrovo
dtudat Yo o151 6 o bszad siemoiaud of baulst s svolilod ow yorlissd
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corporate officer:+;-(D;92,0540565r44 CPUC2d-437y 4415:D592712¥0075up
46 CPUC2d 497.) ca3n trgqotyyn bas
We agree with CUCC that thecvibldtidniwad notlfdsl S.K.€.&
egregious ag:it would be ifitherq .wasfanyrevidenté thit clicc's
action was-planned and executedito>decéiverthecCommissionand:‘tHeftl
public. There is:no evidence that:CUCGrexécutédvsich a planiostupot
Nonetheless,: failure ‘to-file hreaks:the trust pldced 'in CUCdHibycther
public and Commissionii;He:dorriot believe violatifngla Commigsiono Yd
ord‘e_:;, ig, :or should:be; dinconsequential'ni /A" penaltyignegdssdry21io
and appropriate for violatfion of a Commission orderw ndd madw f1-€€7
3.3.2.3 -sRate of ;Return<Adjustment 2 i Jsd3 abrsinon HOUD .
2310g4<lf cthe (Commission cimposes :d ‘Benaltyp CUCO [Pedomntdnds 66~
crafted .todirectlyibenefit CUCC!gcGustomerscrathéfcthan alfménetaryl
fine.r (,CUCC says :such a:penaltyicould be ‘afcustonierrdutreadhiandsint
education :programimproving .communication withilite-diversifiéa:tupot
customer base above and beyond :what CUCC:would doron<its ‘ownite2110D
improve :sexvice quality and:customer; service 3r{CUCGsuggests
$70,000,~ based ‘on $1' per liné:for ‘approximately70;000 ‘acdass<linedo
at the time .of:.the. reporting:deficienci€sxo yisirupnbs toa n20b IrAT
o tennla DRA: ¥Yécommends (&' penalty. of 1$235,620 for CUCC!s roiumiamoD
consistent: substandard service 'quality - and:insistence :that iitsronly
transgregsion . was (to.provide incompleté’ and inaccuraté reporta o> oilt
'DRA’s proposed: penalty. is’ based on $3.periraccess linéifor rroi1aolaor
approximately 78,540 access linhes on:Decembex (311993, .20ns510119q
There is no. precise:formulato:help iug ‘dedide what fiiuy o3
combination:.of measures:will’ provide sthe ‘best! incentivési¥o cucc.
We must; rely, on; our;:judgment,! infoxmed :by. the¥ecord,calong Withoori
our: general; exper—ience"L_andg-'knqwledge‘.? aotinloiv 2'D0UD Yo studsn il
.‘Herdecline!touse:tHe pefialty, torestablish cistonfgrotiIibhs
outreach: and education activities:as'«CUCC: Buggestg s Thede Programs U
should: be;undeértaken' from authorizZed: rates as pParti of.ccucers ) .wal
overall -efforts; to; improve service: quality ‘ahd tustomeycgeyvicd £L 00
Rather, we believe a refund to customers based on a rate of return
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adjustmentrisla: more direct-benefivrand can becasily acédmplished
with the:surcharge:or surcreditiimpleriented to-alignc1$9s ‘revenuds i
under interim-rates with-final ratedonits taoisvoiytt yitlaup onivion
=5 it Asrwechavecdnrothér-gimilar-caséda1(Di86593, /80 CPUG 598 /%
(1976) §:Di92366, 4.0PUC2d 428£(1980) )./ ive will apply a . pénalty: By roa
reduoing: CUCC!'asauthoriZed rate of return? In D.86593<(80fCPUCI=hnl
599, 614); wé appliedra-reduction in<PacBellis-agsigned:ratecofsis o
return-c¢alculated withoreferencé-torthe:améunt “‘of moneyi o vbeaqoog
stockholders saved by the cofipanyproviding:podr .service H:11In thatub

casé-theipenalty was $740,000; ori{arreduction<of<0.007%4n

PacBell ‘s:ratarofrreturn! with PadBell: ableilto.reduce-the<penaltyAQ?
by-a-shéwingrthat«its sérvige wag-bfought iback:to a<irfofraliilevdllpiup
In theinstant:proceeédings,cthe recérdidoed not fprovidecsufficiento2
informationcof:thecsavingsito (CUCCIfromyits: poorrsexrviée quality.oosd
and failure-to £i1e(GO1133:B:reports for usitoléraftfa similay xoiqgasn
penalty’: 1o goirsslfunisn 23t shufloni 220D Fedl Inoxib o | (zournovay
i1 D.923661(4:CPUC2d 2428, 449) - applied asrédddction:in GTEC!sq
authorized: return qnfequity 0f 0:5%-(equatingitd-a-$7.;4 millionuv= 10
reduction: inirevenlde-requirement) iforcserious:service:deficienciesar:
The GTEC penalty was subject to removal:no:séonér than 13 months by.t

GTEC demonstratingcimproved.serviceso>This provides:a better model
for our:actioniherev«<: Zoir {fivw 4nciiauibs nsulor to otet widd |, (afd
<b5aHerwill sréduce; CUCC! s;authorized rate of .return:by .15 Hirenw
basis. points (0¢15%) ;ror {approkimately:$330,000:incanniall’gross ivinz
revenues=($205;000-in:netjreveniues) }= While-legs ‘than .thé«0.:5%d {{jiw
reduction:intthe:=GTECcase, {thisiislconsistent:withithe:differences i
in:.the .problems:betweén:zthe :¢émpaniés i1 Our)adopted:rate ‘of returnps
and+this- adjustment; iwill apply:from-January 1119955 8ince iinterin v
rates will be adjusted.to produce irevenues consisterit-with-adoptedas
final rates for 1995. (See D.94-11-074.) We willrirémoVeitheiraste.?’
of return reduction when final rates adopted herein are  DDUD L.d

implementede¢. 1 Yo niwior Yo sist {i{srovo ns edsaupst DOUD

1o 2zoo ¥00.8f brns 3deb Yo daon bhabbadns #00.8 baiemibies ns o
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- =ity We-xenove:thesrate ofrreturn:reduotion-withsfinalnrateuvibs
implementation :because.weisimultdnesusly-implement=the otherads diiw
service quality improvement standards d&ndiSQAPi- SQAP:containsg 1obnu
automatic penalties andjrefunds:for CUCQ’s failure:to: meeb three
service quality measureés ior-file (GOt133¢Birépokts.r CUCCighduldaver)
understand;thowever, cthat failure to meet 6théx:GO:1133:B tiéasuresho
or the broader servicerimprovenent mandatés will:plgace it idsf3 oee
jeopardy of future vaterof:returncreductions-or  éthér pénaltiesiitoy
during a NRP:xreview, ~in-additionto'\SQAP.,o adi ywd bavea sishbloddsola

Because .we remove-the :adjustméent with the initiatiorrofaso
SQAP, the:exact caméunt cof cthe pénalty will he:dependent:iupon'Héwiosd
quickly CUCC: files the>tariffs:adopted byithis orderrandvimplémentgd
SQAP o i~If foriexamples:thecfinal:rates andiSQAP:becomereffedtive al
December rlp 1995,-.thecpenalty:will applyiforril:monthasjcandibe~solni
approximately $302;500cin:gross revenuesf($187{9001/in netorulisl bns
revenues). We direct that CUCC include its calculation of the3iisnsqg
penalty. wliencit:filesithe iddvicdvlettértdbsinipleméntcthé. Surcharge
or surcredit: direécted-inrD:94+11-074¢ 3The.penalty will:reduceé:ctlies
revenues otherwisé necessary:to-align.revenues:collected:underisubax
interim:rates with final-ratessvouoy ot 3Insidua 2aw yileasyg 2679 odT
fafs; s~Justl as:withcrour:dpproachiin:D.86593(80rCPUC2d-699,D DHIDO
615), this rate of return adjustment will not servecsimply-asvao ol
warning, ‘but-also, along.with SQAP;jras antincentive [té-upgrade
service oIt sis:anrincéntive isiice :CUCOC:willundérstand thatcitaiszsd
will be ‘subject:to future-rate of ireturn-adjustméntfCoriéthex unovoy
jncentivés iin-addition: to:SQAPcif=it-fails<to>furnishradequatedoubsy
service-técthe:publicobn(Seé Publioc:Utilitiesn(PU):<Codes§c451.) i Het
will review:QUCC! 8 (prodresscinimeetingithe dérvicdrqualityimeasuréss
established herein . diring CUCC!s<firstiNRE reviewvuihs sd [[iw 29li6x
4,5 Costjof cCapital {iw sl (.2V0-1f-0€.0 523} L300 10) moldst [enid
4.1 CUCC ap riotsd boiqobs esdst [sall asdw noikioubor niruisxy Yo
CUCC requests an overall rate of return of 11.00%;rbasgédwi
on an estimated 8.00% -embedded cost of debt and 13.00% cost of
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— ‘ equity;. :CUGC:-xecommnends-a testiyeéari1995-adpical‘depibrire of 40%
debt and)60¥iequity,«ia [riigsn oldoacnpsy s (fortd ag/3ox 1o o7ms
CUCC forecasts its test year 1995 cost of capital:bdgeqbns
on the. capitalystxucture and costs of Citizénspiits .parént company.
CUCC argues-:that~it:-is logicalito ude citizeéns?lUCapitdl stadctuyd 10
and CQSteabecause;CUGceObtaiQS:élloitgpfﬂndgaffdmzigéapgrgﬁgw JERNO LB
company, cwith-no-independent .capital-struaturd, V1ong<térm debt'l oF o
equity;securitiesi :Purther;-CUGC!s (Yatepayér's ‘enjoy f& 11éwéy 150X od 3
overall ¢ost of-capitalcbecause6f (Citizens fivandialcat #F&dgth “ahd?
credit jrating,» according to CUCC«iiCUCC!s ‘return oniréequity c{Rog)’'00-5
recommendation-is based -on-averaging:the results 6f: itstdigcsiinted s

' cash£1ow3(DGF);: xiek prémiudiv(RP) *and *Cdpital /4det rpriding todel:o°
§ (CAPM) analyses, L219.) 10 deon 20€[ XHOVY-2L6IOVE 16 101

4.2 (DRA,([0}) odd 104 L FLC.LD 2@ 304 enigfueox oy bebdT
~30:;DRA recommends ari.oVerallirate of ireturn fof: '9i5%'7 DRABEDY
makes no recommendation regarding capital structureyi‘and! takes me2os
issue;wi;h;CQCC's;recémmended:capiﬁélwétructureviHased'éﬁfits '
understanding of .past Commission decisionhs deteknining &ost> sfineanoy
0 capital withouti.reference to capital 'stxucture 'fox: mid-giZed LECs.i2U
DRA estimates GUCC!g -test year 1995 embedded costrof’ debt! to be i omsit
6.81%1xxTh§gxesultinghROE'wopldwbe(11%29%7ﬂabCOrdithEo DRA,! which'#1
is .reasopable. based ‘on DRA's .analysés using 'DOR{= RP}> and' CAPM:aG10ML

models. © $£30.£7 ot 04 Latasupot ali becsosroai bas eolny Juorodind
4.3 , piscussion si:icnszeot bre Jeu( s Jiaid Dobinormosast Add

+1.We tadopt:.an ‘overall rate: of{ returin ofi 95.75% Foro test yéArii
1995, Just as we did in D.90-06-015 and D.91-09-066, we decline to
adopt a specific capital structure and ROE. Rather, adopting an
overal) rate of refurn provides QUCG, with, anincentive,te;manage s -
ite capital;structure: efficiently.s Moréover,o ita'ifs'g'ébnsi‘g”tgngg&i'tg‘w
ST e tie naip { o dn $81.92 3aon.bitiow 3dsb. e nsn
our adbptihq’é’mark}t'?&té’d} ?%&PEP'E?*B&?? }QQ§h519$F%§$991§§95¥Qu3
framework for CUCC. . - )
s1ow 2biod YiusssyT myad-piaol 2sdi boilidasy asoniiy e'D0UD <
ad3 do Iud ,vyionizas3d [rnipixo aid boisgorg sd modv 2.9 unrb[o;y
(.£8-S8Sf .qgq .xT} .78,V o3 1szolo paibioiy sisw bsilidaosy od amid
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cos 1o Mesuse the-following;facters:to determine the dVérallitups
rate of return. Pirst, a reasonable capital structure218240% debtoh
andfﬁfo,*.wequzi;;}ﬁr-) 1o toon SO0 sroy Jand @1t 2iaedotol hOUD

cenea oo Second, . a:rqeagonable éstimate for the.testryéarii1995-ddse®
of debt.is 6.81% ¢, CUCC argués the readonablé costiofrdebtoimts 0OUD
8.00%, with 6.81% (corresponding tofd-capitalcstriicturarofild7/ey> bus
debt, and.62.4% equity for.yearserd-1995. :Wé think otherwise,Ynpoy>»
the year-end r1995.debt .to \be 6:81%; yéar-end 1994 debt ‘would<n¥édure
to he 9,19% for the (average :year 1995 :coat:to tbe iCUCC!s datimitedsvo
8.00%:;No evidence enpporlfs ‘a‘beginning of year-cost off:9;€19%.'§b9‘19
DRA's showing -is based on reasonable:estimates:of-embeddédrdéebt 209
for an average-year 1995 cost of 6.81%. ceoayinns (M92D)
Third, the resulting ROE is 11.71%. For the followlfig -¢

reasonsg, this (ds . a xeasonable result.-within the:ranges Sf.(RORs
recommended hy:..the, parxties. (s2igss puibirpsa ﬂ@ijﬁbﬁ&::§901 on BaNe
1. CUCC s witness: originally (recémmended :that '&7just! “and 2!'2ak
reasonable: ROR would: be :in the :r¥ande iof :11i0 to 13:4¥;> badéd on LtsV
DCF, . RP; and. CAPM -analyses.i:CUCC requested 12.16%.} > Thase Jiv Indliaeo
recommepdations, were: contairied-in (CUCC testimony :prépared in ‘the 45U
fall,of, 19931 oAt .the .evidentiary hearings’ iidOctober:1994yi"cucd 3.9
increased: the.xrecommended :xeasonable :range .t6' reflectinoreagésd “in ¢
interest rates, and increased its requested ROE to 13.00%.2 .aiohcoo
DRA recommended that a just and reasonable ROE ‘Wotld(be £- ¢

H . ; < PN oy € Y 200
o enrina ow (330-C0-£8.40 Fon 210-30-00.4 at bib 2w en Jaulh . Ieel

fn vl teehs ctodiend LE0A bBas srulourde [sdigsd oilivegs s Iqobs

o it

4 ATternat vy inIE tH. ‘3a‘{ré%éﬁé“‘f@a’?féjo‘i;‘}:“ié"b”.‘h“d%,i%hgiﬁ'%i the*ove
Yeg}'fﬁnﬁllﬁﬁﬁ‘z.dgbtfératio,‘is,";!z'.-ﬁ% W g:hi»a:i'cgs’t} ofk'Gf.Bltf,Jith;?yeh’f\. 2t
end 1994 debt would cost 9.12% at a 40% debt,ratfo. . No, eyidence; -
suppdTEai A7yéariend 1991 &dét“%f’é?iQQﬁ SERE) FREIO1 15 ¢ R o
. ’ ODUD yol Niowsassl
5 CUCC’s witness testified that long-term Treasury bonds were
yielding 6.5% when he prepared his original teéstimony, but at the
time he testified were yielding closer to 7.8%. (Tr. pp. 1282-83,)
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analyses.’ DRA xecommended>an-ROE of about 11%7s17Tha ratezthattauibs
“falls-oQut,"iusingDRAIs irecompended rate ofsreturn-and:codtdofiw 1o
debt, andiCUCC!s. capitalsstructure;iiis 11129%;3which.DRAGbelievesbﬂG
reasonable.jiciin soul apuec auds 2304 Bobas 005y odT {. €2 ..q eanin
aoiisio{Determiningstherreasdndble ROE:invélvés:ijudgment: #31.<1 o3
fis 2euPRerhave. often:expresgsedouriopinionithatathe vitsitatip ban
financial models employed in our cost of
capital proceedings should not be ,
1gdJcaadeterménqiiveﬁanglmuéﬁsbegtempéredigith(asw ;sdH
iy o 9rgat deal of judgment, (38,CPUC 2d 233 39 ..
0> (T8 E618T  tne DlatbUntea CAoh B (BeR) 418 oono 10 3209
{.{Model,cRiskyvPremium; (RP) :Model?¢and:Capital (ol 73V.0f aaw

., o-Beset Pricing Model (CAPM) cannot_be fea ... s ey
= 398p85‘é£313éiVEIY‘%é”dgﬁgldfga Badeteighindar piv o oria
afderozbut maybgerhe%pfulbi?igeve ?ping.aetinge&of IME.SE aoowisd

., Yeagonable values, , ). fQurx consideration Haad cre
2 1o heRar e hyed nsdeta  Nadchi TapaTBedc: FRE  tnoy su0 02

s (eef acgqmpaniedzwibhncqnsideiable regexrvationsdvs sdT .uinioy

S $ ¢ First, '[t)he, ar tion agga o 1T .
xoesan o a0 ool tERTAn dF PRe RO HRRCARY, 30855 pugo 80 wve.ss
caroal Jgngt ﬁccgrate1¥e{eflectaallLofitheeingriqaqies Nl asilisquod

of the financial mayket.’ (26 CP €2d 392, ot aua
326 (19575‘;‘) "’éeédn §?'f411é§5ughy§:h'eg Ygxfu[f‘i Forswol soverd
a1 nquantitativesfinancialimodéls-areiobjective, ) o aotioubas

|8 TR E’l}'e ;"e”sglts Varre\u epen‘drentu OD\. SUbj ??gi!en,"r T Ay aty o vrpyr ey
cpve s ] lhﬁﬁtzé?lfl.tr(o-:,glg 1ﬁdsgofﬁilﬂé6‘jétlp‘: 5-:)"11 (4610J.)_,.. VERTITANO
sy 2oCPUCRAN319,:3%749(1992) %) vyotone bns muotdsniimsosslas ofi

ol 1Ha 31867 de  Hdt 2 dd; 16t vou L "Rd8pEad ROB €87 dkastiPondtian Tt

LalaxNtEN

afdraconay

each change in interest rates: - ‘
Cosl neiednrigost Pof LEspIYA1234£1816A P14 Yy TSRS OF
,z;o«aothatﬁRgE.shoul? foi;o;athejslopeeoglinteresbj {oger} 2.1t
- e !at .§» t—HOt: nl l-no A-S;:rep‘ ' - ‘rge wave he . N -t Frs
IEEEES 3moa§fét d“ﬂﬁkgiﬁcgéégeé)dﬁffnﬁfiﬂfigtiéng§§ S Laq Lo
vIfnoperiods, jand-have.de¢lined. toclower ROBI) 2iaitcq zizsd 001
q n
REORLY ?%ng Eig;ggg?oéggi:5%°¥o§ga%ggﬁ orf2 208 a' ({28289 ausithbs
iaswdasdd Yo H08 =2'00UD s1i noildoubos odl  .304 a'lfsHd5s4 esouhsy oals
In applying judgment here we note two things. First,
long-term interest rates have declined since CUCC updated its

testimony, and continue on a long-term downward trend. Because of

this,sweigivenmore:relative.weightotd CQUCG!scoriginal, rrathernféhan ~

uﬁéité&,”GééEIﬁ%ﬁ?.9d§e88Q§2Jééaé.3n§ggggﬂggaag{’ggq Hg%] gotdtayosa

oFI8Np DbISG 516 enDNB3DIVI fabon 424




A.93-12-005 et al. ALJ/BWM/bwg * * pwdVMWHNTIA e g0 @00-KT-ERLA

adjustments-for flotation costs and%Qﬁarte%ly1compbuhdiﬂé.6-b¢thf6ﬂﬁ
of whioh 'inorease the:retommended>ROE, andrbothidf-which" w& havé{sl"”
and continuesto,:iréjectics (46 CPUCa2d13191a36113iso.9470%3011% dab
mimeo p. 52.) The recommended RORs thus range from about- 11%3¢(DRA}*
to 12.16%: {GUCG-originalvtéstimonyibeforerreductidngiforsflotation
and quarterly cdmp9udding)u}quthinﬁthisirange?jll.QI%TiﬁquBt and

xo sucs (o it boyolgys efsbon [efoaentl
reasonable. =d Jon Bipode aviiboonorg [ndrgsd

What weelastwfbundlreasoﬂablenf?rﬁCgccgprfvidesﬁanother
) N 5 RPEN 11D £ < 2YN5UL o fcah JBsir
test of reasohiblengds}” GU"ad5L oudliBll Yarsiot feruap, for cuce

[$§ SN i

was 10.75% for testgyéarulesiebcx4iqcfucu?d:357{a%73‘11991).)
] sai [ od QonasT g atcM, pitLypLtx 918
While we did nob2édtintenca  spedifid nbe. ¥ng xdstlsIpg Ros vas
between 12.34% Andal2548%.gan?herebf}ndEa?1}1471?6308 redsonable
otdsreiegon tHd . 7 6Y -0 269"
for test yearT5351°Bf24 Rediidtion, 4 betiidnT§23a03078 Diete

£°s

points. The avéragé’ROE:z2for eﬂérgybéaﬁpéhiéévihéteatiye?F 1991 was
T . hog OoilRoLlaus,oHf5 daid. 3 .
12.96%. (38 CRUG 28,2357 234.1388672) 11 ‘Ghe aYFEad¢ A0R, for eneray

eI 3 &

companies in teébayéatniQQSiiéfllI?S%?Si19§9§51199g6?% Jghat is, we
. ges bhe 3y M ododyrn feiongegtl ol o

have lowered enet§y 8Smpdiy RObs by 12];Basls B6{nke]) TS

reduction on CUCc!sfRQE»igiconéiétenfawithﬁtheaté?uét}opﬁin the

encray sector,,, The J8HITER Rellof {3h F4R1e2ER, A EFGEEnddS between

the telecommunications and energy india€fies;fincludifig/the more

inminent conpetitive changes underyay,in the telesonaypigations

TRl BOGY
markets. inoint Jastadat ai epiedo Hopa
We recently. reduced PagBell/s;oyerpllixate,of yeturn from

11.5% (1990) tos1o:o%1(29951?forsiso}baéi§ @éinﬁe.ﬂglni94sos-011,

. avad oW . '_agizs AR ‘oqrr Jonn 2ud 2o3dng . .
mimeo. pp. 52, 130,)778¢ fidre, 14iiBelc0Cc i 0Y8Rall £ 8ECTSE return
100 basis points (1991 tOW1995).ﬁﬁﬂh{1eﬁwgVQidEQOt‘?bécigically
address PacBell's ROE, the tgaécﬁioﬁoiﬂgéﬁgéo§§§§11Iiggég$f return

also reduces PacBell's ROE. The reduction in CUCC's ROE of between
Lde1id  .zoaidd owd ofom ow oxsd dasupbup paivigys nl

231 bBojstau D3UD sonia bonlfnab oved asidnx jasusint mind-pnol
1o szusned  .baotd brswawob miod-prol s (0 asunijnod bas yinoniiesd
€srFlotation Gosteiare2¢dsts incurréd-withitherissaanesiofonewzidd

securities, arterly gcompou ding.xelatepg to the agsupption ir e
DCF model“f:l{cjagﬂdiv?déﬁdg” aré") é’idgquaééer" ¥27° QREMTESS 05bgu
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. ' 62.and, 76: baais ‘points:is consistentiwith/our reductidn/df -0161UdD5
PacBell's ROE:; puiiirloxs) amanil waovan €€ Yo rod it aphiova 16 0J
Therefore, considering{all:these’ factoxsyi&ijustiandsqion
reasopable; overall,testsyeari-1995) ratetof 1 réturn! fori cuttiis 9,7s5%.
5. :Resulta.of;QOperations; A4 ,sovosad L 2'00UD wid?! 9545710008 aeol
{erpo o Appendix s 0;shows-CUCCts intrastaterresults ofioperatisnsi
for test.year 1995satipresenti rates:as estimated by CUCC And:DRA} ©3
along with:our;adopteds>resultsiysThis:chapteriexplainsgt thesreaulegor
at present rates,:rAppendix Cialsoishows th2 résultdiusing addptedid
final;rates,swhighsare:developed by applyifigitheiatds and>volumss >
frbl“;Qh‘?l_)'}e}'o74;}0101*;(:;‘{393‘ a'nUD toddio bail ol omifveb oW
5.1 Pregent Rate Qperating:Revemles.osldunocassr 3e2snorol snil eusoon
CUCC oxiginally estimated:testayearvi99bnupresent kateznoqa
operating,reyenues:basedion.rates:£fom the reséinded>IRD desision o2
(D.935095076;:rescinded by D.93210£033) s02DRA basedsits estinataginy
on CUCC's existing rates;ziAfter conferringionicmethodology afdv o351
calculation errors in each other's showingsy ICUCQ Afid-DRA (présefitdde
joint testimonyein-support:of:'an:agréepent iéovering nearly all
‘ elements,of coperating -revenues under presént ratesz i NdCpartysbivoiq
disputes the-agreed upon:areasiobfithe joint testimdnyo -Thd brs Hnes
recommendationsicontained in-thenjointtestimdnyrare-reasonablecdnd ©
are adopted. Three areas: of-disagreement remaini wnponih soyolagns
5.1.1 Access rlfines.r;-;;_.;,r-,gsns:-1 o suloy o) dndd 2ouuen O3UD
sopnavst Hhile CUCCrand DRACagree ionctesdtiyear 1995iYevenuesnuodaib
{except: for employee:.discounts), <GUCA:-asks:that :the:Commission imake d
a separate.finding;that CUCQ's-accesshlinecforecast methoddlogycisio
reasonable .and-adopt-CUCC!s forecast of:88,478 acdess i1ines foriqois?
test;ygar :1935vs In_support, CUCCrsayscthat-the«final:ccalculation od
of .total coperatingirevenues under adopted:rates williresult cinfsdme
changes.cin billing unitsrfoxr-basid-acdess:sérviteandidceesd withins
the Local Acgesgs.TrangportrArea=(LATA). .:CUCC<dsaserts’ thatirits wiveo
center forecasting;methodologyri-based:orirlocalized<datardriveniby o>
information.specific t0,CUCC!s gervingarédsc-hasd proven' extremsly,qs
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accurate. 3CUGC: disagrees >with:DRA/s: blaim that! CUCC alid DRA’ dyteed’
to an average number of 1995 access lines (excluding of F1&iall (025
company;angd.publi¢;paystationilinés)oofs 83,7001 crotocasil
RN ajDRAJdisputes;that%itsfmethbdblogY(aﬁd3re%hltﬁ”até“&h@hﬂﬂﬁT
less accurate than CUCC's. Moreover, DRA contehds CUCG’ s’ Fequsht -+
is.tantamoynt:to-réneging:on:their agreément iz Revehueniakre equal
to rates.times;volumess.(eigig accessslines)qrand:theik agréement ont
reygpyggIangjratesimean83tbeygalsé?agree[on>volumesﬁﬁdbéoraiﬁg t& s
DRA. :;,DRA asks;that the Cémmission>adopt theivolimes:that Jnoeoxq Jo
correspondsto the CUCC/DRA:agreed¢uponirévenuestatiprésent> ratebinit
We decline to find either CUCC's methodology' ox?spe&ifietl
access line forecast reasonable.usHezaddptithetCUCC/DRA jointly 1.¢
sponsored operatingorevenuesiunderspresént ritesiriand the>
correspondingractebsiline and salés:zvolumedforecdstiUWhile?adéptaqd>
rates;will.changersomeé forecastibillifng.UnitsHswaiadjust2peddnte.d)
rate volumes:asiwe:explainbelowiin-ourldiscussion-ofivite ataign.no
5;1:2-. BEmployee’Digcountsg vitivade a'tailte doso ai zrowis nobdsluolss
(I~ Porremployees-1iving-incCUCG'a-seéxvicezaréayiiculcaad atof
provideg:a:50%:discount off:0f:,CUCC's basiovlocaligérvicelratéiforio
rank and file employees, and:a 100%discountifoy fanagement 2oJrgsib
employees :o: CUCC-andDRA idisagreécdn<theindludidn-ofrmandgément oot
employee discounts inijtotal:operatingitevenuesss 2owil .bodqobs 945
CUCC argues that the value of managementcémpléopée A 1.L.8
discounts:shouldamot becinoludedcin:CUCCs8Ttbtal operatifdd revenues
because (CUCC-does not ‘receive:thétrevénue'cTAdtordingsté culcjqooxs)
emploxge:discbunts:arevpfovidéd?becaUSe'hEVingféﬁplﬁiééé3w1€h15953 5
telephornie :service :dn:CUCC!Scsérvice-ared enables thbsel&mpldPeEses™

needed (to .x¥espond jto an emekgencys IRISuUppOTty CUCOIditEs enplEyed®
availability. during:ttie :FountainsFirefcFerfdalérearttiqidKe i fandpnsio
outages cdauged by cablécéuts. . fcuco!cont:'énaerCt‘riat;-‘!é‘mpl'G?éé {so0d od3
concessgiornis thave tbéen irecognized ‘by (tharCommissiontad ‘an»o10l 193n9ed
appropriate meansofsprovidingreniployees Withcanzindentivedaibgolnt

- 23.--8% -




availablei CUCC:points:to the:tariffs ofiPacBglliand:GTEC:as rinvoi
examples;of ‘suchiconcessgions: roiruloxs atta o001 DTHD yonstatanon
1 a1-uDRAYdoes notioppose. theis0%.:discountiforsrank and filengxa
employees, but objects to free(basic-.telephone:service sforsniainilih
management ' employees® atratépayeriexpense. - DRA:argues that
management! émployeesdiscounts; if:provided; should be:atsviy =usdos
stockholder: expensei = DRA>points, outsthat PacBelltand:GTEC.tariffssT
link their.discounts tosrequiréments:thatithe employees:eitherabesus
on callrat:all:times:oribe:xequired to:makesyegularius¢rofstheirisas
residential telephone for utility business. With nosevidence:thatuy
the free' basic, service:offered) CUCC: management employeesiis linked
to.their-accebsibilit?binyan)emergencyxovxutilitY)bnsineS§JD8¢3ijsd
theiti residential: telephone,o DRA;bélieves, thege:reyenues shouldibexo
imputed in» CUCC's: operating,revenues.radtodid .enoiisicgo Yo atluasy
¢ 103 Weragree: withi CUCC: that>the Yevenue agsogciatediwith zconos
management: employee: discounts: should,not bexincluded instotal <-oifoa
operating: revenues.» Eligibility; for;these,discounts; however;i udil
. should, be: part ‘of: CUCC's tariffs,rjust:as;they are: for:pPacBell:and;)
GTEC. CUCC supports its employee discounts on the basis of f¢Siuaas
employees beiﬁg accessible during emergencies;::We,will;xequire <.o
CUCC to include -that: provision in.-its tariffs ;(i)e.;sthaby
eligibilityffqrfthewdiscount;requiregfmapagemenbﬁem910Y9§SJtpsbggixo
accessible byi-telephone (during: emergencies).fcbodse: pridaybidd board
5:1.3 c-Access Révenues i» bis =iolisaul 2l bonbaiodob Jnedtsgsh 1o
ExyﬁﬂCUCC-assertsuthatttpkmakexauhruc;QQmpariﬁbp:Qfarex§ngaﬁuy>
at predentr rates with xevenues at :proposed. rates,: the Commission cus
must (start with-an-accurate' representation: of: presentsxratesis CUCGHh
reéommends that present :total operatind revenues.include, onlysosidue
revenueszérxwhioh<CUCC:actuallyxhas~§fpreaﬁnbuﬁﬁteﬁ9rxtaxifﬁaansqxo
CUCC céntends -itchag no-xate .or tariff ifoxs accesg:pexvicear.and 1oud
pacBell ts 175+ TWTaxiff for -intexLATA :access,: (with Wwhich: £UCGsanoqgxo
-concurs)>iincludes 16 ;provision fox: intraliATA sexyice undex, present:p
rates. r<Therefore,;CUCC!s -Yecommends [excluding 1$47389,084;4n.a¢ce88;
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revenues:from total [Opérating ravénués-at preséntoyatesl Fobisliaova
consistency, CUCC recommends exclusion of-1$15733;68871 from! operating:
expengeéed for intraLATAlaccessséyvicés.o (Exhibit €7;bfodtnote 1,
difference bétweenrscenariesafirand:2{}on1l o) aszvopfdo sind ,zooyolysna
:DRA concurs that. there:shouldibe: consistency: betweenipnnsn
access revenues-andiaccéess expensesli DRAibelieves »PabBellfs 175+
Tariffiprovidés  for{ &céess revenues,:and:bothlaccess)revenues: and>ia
access:expenses:shdbuld bélincludedic DRA:argues that>sifncer CUCC Hiti(

seeksirééovery of rtéstryear- 1995 accéssrexpénsesic access; revehuies no . -

mudt ibes included:n A2 Lancniaud yvIilidr ol onedgslad {sidnsbinos

bodat] oThespartiees arxe correct>that:theYe>musts be: consistency sild
betWween’accesst revenuest andtexpensesi s CUCO: willi experience "accéss:i
expéneés>dn test:year21995,zandi théyiate, properly! ihcluded in: thefs

results of operations. Whether. or/not>PacBellfs tarifficoverediuq i

access rYévénuessatothe time’of CUCC'afeéﬁimhté;bourftégulétory
scheme proévidées bothfactess revenles!and! expendes: fori-California:nes
LECs int1995:f Acé&ss*r@behueé?aré¥thekéfbtg?ﬁroperlyuincludeduinnys
CUCC's’ test-year: 1995 forécast! operating: revemies: and our; addptedaiz
results, Yo zizrd ol o 2inuatnith coayole o ndtr njf@qqua TOUD LUOETD
5.2 Operating’ Bxpenseg:nidnusuviang prtsrd ofdisesoos poisd soeoyolags
CcUCC! and’ DRA used: different methods to' derivertheixr,t D3UD
original’estimates> of  téstiyear: 1995 expenses.ib CUCC uged’ a" Zek¥q-: (o
based budgeting methodology.i® Undey:this approach;> each: cost! center,
or department determined its functions and estimated’its : necdesdary
costs i génerally’ without> reference! to priox: actual:'or bidgeted
amounts}® which wWerée then e€scalated to i1995-dollars. =:DRA used otg In

actial 1993'recorded expenaes' escalated to:test year 1995 using dzuy

subject! speoifig-éscalation factors o Ifi.the ‘actualr 1993 récorded o
expeneé%ﬁaifféféd“§ignificantly?frbm“ai;héraHiéﬁoriéalfdaﬁarbrnsvox
CUCC 8" owrit: forecast’,2: DRA: uged ‘a five-Yeaxriraverage rof ‘xeéorded » 52UD
expenses fEbm’11989 (Ehirduglr:1993 A"¥stalated (o “Ceat-Y&art1995 5 (<DRAY
difEreEd! withi'CUCG 6 eddalation fadtordpiineluding <thdse ifordabor
afid’ Mynagemerit. £ 8 ‘CUCC restitlated Management r€déalation *greater .thant

-
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that: for:labor:escalation; while:DRA®Yecommendadf Ehes8amé 1o atoinnl
escalation factoxs-fori both.~dtaM siarodilad o473 ditw antpad 3t Srild
rorizo Beforerthearings; CUCC:and:DRA-discuBsdd:theirsdifferénces?
and.reachedi agreement‘on>sevéral=itemssoineludingitheiamountsiforug
most .expenses;:thetméthbdology forcincome and ‘othékrstaxed; avekageon
depreciated:ratéi:base,=plantsin-gérvice in»119%41and19%6¢ =iii° .2007
accumitlated :dépreciation»ins19943and>1995,1materidlsvand-supplies, 1o
working capital;-andicustomdriadvances.orPor-dparatingéxpensasjanon
the partiessagreed:tofusé 1993-Yecordédiexpensésigscalatad tostestids
yeax,1995:1argely using DRA’s:recommended @acalavions;y 1IN somerdvriqg
cases>thé:test yéarestimates:werézadjustédatoicorreoctrniniolilsD ait
computationalierrorssorrintdrpordateinew:infdrmationdv The partiessol
presented>joint:testimony in Bupport-ofitheir estimatesvi Néuzst asd
testimonyidispltessthese estimatés dnd-they aréiaddpted, zexceptitozs
the extentrdiscugsed:Othexwisesheérein:ivnsrdo s viitioqqua Inemupiss on
The parties d0 not agree on alloqggigp(faotord* netstqnbn
common plant, or savings from the acquisition and reorgan12ation
coincidéntwith:the:GTEC access line-acquisitionis~Weraddress these
and limited:other i&sues(! ol vstato A9 L2001 =it ai poinais oD
5.2.1 Allécation-Factora>> to tiacwiestt ofd nib sofl ohoddza aoeawied
iti 2] Where:pdssible,;-corporaterand:xégiondl costs-aréchardedo:
directlystosthe{operating:divisionior:subsidiary:which-Benéfitafrom>
the work:performediosGendral=¢ogts-are:alldcated:onsthe-basisiof fus
the average of four factors. The four-factor method uses the .ol
numerical average of each operating property’'s peércéntageiof total.c
plant;itotalopayroll;ntotalioperating and mainténanceiexpenses, and
total customersiw SpecifiC}appligétién of the.:foursfactor method=z oJ
may vary by jurisdiction due to inclusion or exclusion of certain
items within the factors.
5s ? A SIC ¢ onoiniosh nisy stsnop 2OUD owd yino sitew sisdl U
vh b oquccording to-CUCC,bDRA(usedia foursfagtor)allocator basedy
on 'tHE1WER11 T3 AT Mbehdd, ¥ rAE01¢IKEP In? 1118 cEt 18R 258 3Ys ok (€825}
7.77% for corporate>COsts, 12.24% for central region costs, and
136.86% for western region costs. CUCC TedSnfefide®311bd4RTonTI0NNF00q)
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factors of 8:04%;1113560%;-and>39767%;1réspectivelynaCUCC: Btatesinill
that it begins with the California Method/iarndsblendsithe fattoks»io

from therarizona:Method,swhichiis-used:in Arizdéna>dndisdmé other
juriediobions;iniwhgchKCUGGioperatés{sxTheacombinationgofothestwobnn
methods.without :adjustment resultsrin a-tétalithatodoes:notrequalzon
100%. The adjustiment:isimade-td.eliminate-the.possdibilitysofiover:h
or‘undeggeCOVeryaoficommon,¢03ts}nﬁcuccrasserté1thié:blénaiﬂgiia;uan
consistentqwitb:allwpxioroproceedingb3before3thithomMisbion since:w
the early 19708s5:WhileithezArizonasMethdd includes:commoditiesy =il
purchased €o6r resale; [CUCG conhtends that'thé issue i8S noti{whéthersoy
its Californiajoperationsthdaveicosts:associated>withicomméditiesraenn
for-rasale bit whether th2userofsthe:@alifornia:onlysméthodology oo
can result in:cover: !or undérra2covery of commoniéxpensésioiCUCCIsasxq
asserts-that its: blended approach shouldibe adopted>since>DRA makes!
no argument supporting a changeiin:tlie:méthodology:previouslysxs orid
adopted by the-Commission:olfr ro ooips fon of esiditey od¥ ’
5.2.1.23isDRAspICaC brre s10fdirinpons ol ol zeniven so has {goaommon
.u-.ii az~-DRArasderts>thé:Californiid method wasladéptédiby:theinnion
Commission in the 1950s. DRA states that the'sole differencer{ bus
between methods lies in the treatment of commoditiesbburchéééd fox.<¢

reBalesd-DRA<claims Ehabi;heré1are1no:gommodiﬁiés}fqr3reééle in
CcuCC!sitélepliorieidperations jrand>it would theiéfore>befunréagonable’
and ﬂnfair:EovdhargeFGalifétniaxratepayeESifoﬁﬁcostsathéyadofnot ol f
incur. ad) soeen boidies 1odsnsl- ol ofT .20 Jonl frol 1o SRRAIVA orid
5.2:123 iDiscussionsq 2'vyituyos] piiderogo (foso Yo cparoavs Ianiran
F.in ,222-Neithexr iGUCCnor DRA provide ;citations! torpriofsdecisionsy
to support their}claimszaj Similarly} (CUCCHatates; withoutt2u> fojo
aiotien 1o noiznloxs 1o voinulunt of sub nordoibeisup wd Yiev ysn
.et03onl odl aiddiw enoli

7  There were only two CUCC general rate decisian_i&TEﬁ% lébk'ifz
years{ 1D1464725(513CPUC:261 (1951))A@Rd, DY83-10-0925(13>CPUC2d 47

(1983)) , _We_adopted,a staff pdiystment,of A5 fOr PRFSDEISOMPAYY no
pbus .ajeoo nolpsy Istined xol ##S.SI (2deod 9I510910D 10l #O0V.TC
(Footnote ¢optinpes op.next pagel, . j.05 poipor mysiaaw 101 $38.3E,
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citation, thatiwe:-used.arblerided-allocatiod! fastoricEo22i74vriy {€67
last:general rate.case dedidion rather:than<the Cal{fornta sty Jon
factor of :23¢52%,  thereby saving:California ratepayers midney s N b
statement:in:the~last GROdeéision} and no evidént&idn thig . (22183
proceeding, supports that claim. Thereforsptthatpidpar mathsd €8Ny
use -inithis.proceceding must he decided “on the fdotsin"this case.
10:{ 1 1CUCQ; contendsithe allocatiodsfactorishéuld bé<blédded~ov
with:the.factor réquired-in-other }jurisdiotions i£6 ‘reddh 160y L1 waeqz
try:to gooperate:with-other:jurisdictions to’ensiré tHat utilitieson
Wwe regulateido:not overeror:undercolledtibecaise ofcdiffdrentchi ovsi
ratemaking:treatments-between-jurisdictions? :Whennecessarypilliaut
multijurisdidtion:task:forceshave been - established it6 res§61¥a 111l
differences. .210d0aY notisnolls yino
We will not, however, unilaterally "blédfidv.cthe al1ldcatidh ¢
factors:andrincur-greater-expenseiforiCaliforniaratdpayéy's, since
that simply:rcoste:Califorriiand more :withdéut ‘direct:krnowlédge ‘f¥om 14
other  jurisdictions:of:itheir actionss  There:isg rinsuffiotent timesdua
to create a multistate:task:fércde to resolVe iwhatevey idsiues (there
may be between us:for:the.purposésof thig(dédision 1O MoXeoveY:,!ia PA
task force iis:unnecessary:fo¥Y :futuré ratemaking since :CUCC Willioirod
cuexoT Lenlivdd ni (OTE)) 2aontinrsagd oacdgsIsT aoived (53300
RIinsiY deow  BloiYoeuld nt saollsragd onoiigalsT notpsfl nrosjasd
.111.':,?.{)1"_»5:;{ i (8M1) moolviae? inoopsited anolinntausoneisT bns
:na!qaai 20820 boasifaxdoss o3 i inefdq ney 0)  (sintolils”

Leaiysibic-fen bas aooioivib fenesidid o sno ardid vcony 10} Baaws

i dnerasiapns iis badosoar (yisdnon Inatsg 2'0DRUD (saoxidiD

{(Footnote ;copt-ipued:f;‘o'm‘pftié*iioys’. page)ilo) )noijs'xcqxod:) 310 fJiw geer
expenses ql%gqatgd to CUCC in D.46472 (1951).. _ That. adjustment, . (-
howevel,” Was Pecallsé’'Sf the VLR i1uke 5t the ‘ii)tpi}‘i?'yl t:“o;'_sup'p_ly e nod
deta%led inf,OHQ?tionv:_abQubzthe».pareznti' ‘company! s»opeYatiohs 0 d"iOO JOBL
required by Decision No. 43134." 21, CRUG 261,,265.) . He requirec
CUCE t '-“p‘z‘gpe‘rrl 7 bodk atfd A1 1od4te BIKAE i‘i{?b.é”sggoi‘&b‘bv? X5y o
CPUC2d 47, 60.) That orxrder,; however,l.was regakding Redding’g/dislaib
common utility plant used by both California telephone and water
operations. We find no réferences to adopting a California method
for allocating commodities purchased for resale. :
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soon beginyingentive :regulation under:the!NRF.boThereford) we willlo .
not puxsue egtablishing a;multistate taskifokce-because itiwouldibel
difficult.(involving-the cooperationcof.potentially .madyiéther o ionl
states), time-consuming,.costly; untimélyifor:this(dedisién/rrandics=
Unne¢e$$ary:foratu;urQJdecieionsﬁr Catrto terit adregqua piniboannotg

.., GUCC, speculates thatithéreimay bei some itelephona ir¥alatedst
commodities purchased:-for resaleiin-test year~1995;  but haither
specjfiqqllyﬂidentifiea:non§Quanb1fies;tho§eicommoditied?blwef#iiliw
not base .an allocation-factor on:costs:which: neither:CuUCC noxr DRAY 12
have identifiedior estimated  for {testfyearc1995vo Therelisindupor o
justification to:charge Callfornia iratepayers:expenseés-thatrare novs
incurrqdjtggprqxide:kheir?servicé.chhuap;we?udezthe<CaLifofn1éiJI“H
only allocation factors. .2onm9¥01lth
5,2.2 . Net .Common;iPlant v([fptodnlimr tovewod Jdoit [[iw aW

RS Y glﬂyQKQQﬁntOicaptureiadminietrabive£eC0aniesﬂﬁcibizeﬁgJos}
provides .certain centralized:ssrvices foriits’divisions:andantz Jed3
subsidiariﬁacﬂ;Centralizedioperabioﬁs;areIorgaﬁizedzfopiﬁafioﬁsxedjc
purppsgsginﬂdiffgrentllocabiOns,(includingﬁthefStamfofdﬂ 5 23E3Y0 Q4
Adminigtrative: office :(SA0):iin Stamford,iiConnectidut }r Western ol y#a e
Region;@elephqne;Operq;ions:{HRTo)nin"Blkucrpve;rCaliforﬁiapxol ma6
Central Region Telephone Operations (CRTO} in Dallas, Texas;
Eastern Region Telephone Operations in Bluefield, West Virginia;
and Telecommunications Management Services (TMS) in Redding,
California. Common plant in the centralized operations is plant
used for more than one of Citizens' divisions and subsidiaries. _

Citizens, CUCC's parent company, reached an agreement in

1993 wﬁﬁh GTEB corporation (GTE)n;a;buy,G?Stgelephéneuprbpertiéstdn*H
con ety i, isihane 51 efdff L MR HESH ol
140,000,

ﬁéﬂ;ﬁOanrompyed;CitiZenBA;osbhahgehsoméberifgé 29£§539b
Lo heaaersy G A FAC [AGC DU 13} o RRAED L ofl [10f e hoad OLLUPDL
cental it.z F )d %p Ae k}-Ua —tt} 10 hsﬁ' . (? cilnc’} C}, Gn;g\_? 5; ..-e'.)t Llllis)qantb{ouﬁﬁc(tto}zqi .I.Q‘e }:Q):)U:)

distributecommon plant; for cost recovery.robio 3edT (.03 T BSOUYD
tniew bits enofgsiel sintolilsD dicd d boeu Juslgq ¢3:fi3u s100m0D

hoddss pintolifsD) B piiigobs ol 25019121071 O briil oW  .2A0Ld813(30O
_afseat 1ol bazsdotug 2osidibornoo prirdscolls yol

A
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5.2i2i i1 CUCC Hin- 2aag bas 210308Y notdssolls notdiatupos DETY- Jaog
CUCC's estimate of test year 1995 total companyiret no: oo
common plant is $14,028,939, while DRA’'s estimateci{s:$4;851,000, .
for a'difference 6£.:$9/177;93975racéordingEo/CUCCII CUCC“says the
basic differénce 18 :thdtsDRA ised *d post IGTECra€quisition (fcur+H i
factor-alloédtion ratio:applied:to pre-GTEC acquivitisonicommonoollo
plant:«iCUCC:-statesithatritsrshowingruses:-a:pre+GTEC ‘adqiisition 1M
allécation-ratio appliedito pre-GTEC-adquisition common:plavit odsifiu
a posb-QTEcédcquisitioﬁEfoufaﬁactorcallbcation9isfapp11ed}EbfpoéﬁﬁD
GTEé;éommoﬁiplaﬂﬁiﬁGUCC'sinqtfcommoncplaﬁuSwduldrbéfaﬁﬁroxlmateIfai
$11,200,0007caécording(to-CUCO. ton noildtaiupos-21q szy ol bouinljaoes
CUCC recommends rejection of DRA!S showingf [rCUCA argues ;s
amdng:other QﬁingspjthaEiDRAcdidaﬁdb inolude radditional <¢ommon
plant:gcquitedrthroughroryreqiired 'byithe-GTEQ atquisitionjupos odd
incorrectly used-a<CRTO*four=factdér:allocationiratioron Reddingupos
facilitiesiwhenithe proper. factor {(wouldcbe ithat fori:theWRTO;i anduy
mistakenly :applied postzaéquisition allocation>factord.to:pre<s o
acquisition commoniplanty 018D o briselenard cd {liw bns 2t Juslqg
5.2.2.:20iDRA=. -1 2l nootdstago Dostnevtoost at'Onud aabny ravositoM
3o yDRA statésrythat before-allocation factors-are:appliedsnsiq
the-differenceés -between CUCC’s-and :DRA's net “commoncplant restimates
are slight; with CUCCrestimatingi$39;268;000 anrd\DRA:estimatingn sw
$38,433,000.~DRAradgerts; thatcit included $5{5 million-per Yeadrpos
for-1994 *‘and 711995 of CRTO. plantiin:Dallas,:and¢$9/5 million:in ‘1994
and $9:0-million=in»1995nrin.SAOiplant{iforcthe additionalrdommon is)
plant necessitdtédcby-the GTEQ acquisitionsrcqqgs | (Jisiqg fEnoidibhbs
DRA believessit-préperly:allocatediRedding<facilitied, {sD
recognizing that the ReddingnTMS2func¢tionsshavesbeen ‘subsumed bys.2
other:operating:units;rand .CRTOiwillcperform functions similar to
those:previously performediby TMS. 2zDRAcarguescitsinet .common ‘plant:
estimate most fairly reflects CUCC’'s California telephone tnuoms ord
ratepayers share of CUCC's net common plant by its_use of both
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post-GTEC acquisition allocation factors and post-GTEC.acguisi€isnd
common plantcn.on [s1at Q0L rauy 2zn3 1o ot tijden a'DHOUD -
5.2.2,3 ‘Discussion it 1uo B ARG o il REE 880,02 BL Jnslg ucivion
i ovn-Phagse I170f Ac93:07¢#039 - wascconsolidatéd with Al93E12-005
on March1,::1994 /1, Phase . I1 specificallysinoludedithenissidd6f-the:!l
effect .on.CUCC ratepayers of -the acquisition. i 1{See-rulingidated i}
March -1;-1994 () D' Despite:severalrinvitationsrand: opportunitiesitoiq
update itgcase-in-chief:tojinclude -all efféctd of theracquisitidiis
CUCC.declined itordo igsoni-Ascldate-as-Aprilc1995/ idnia; showiing-to>q »
reflect-the final:a¢quisition«purchase pricey(Exhibit(71);-CUCCIHiD
continued to use pre-acquisition net .common plant-andspxaso,00<, 112
acquisition-allocdtion fadtordco noiinsist ehaorzonat DHUD
siccncWe finténdffates  from thisfptoceeding.itoefully acdountnfor
the acquisitioniuHe reject CUGO's:primarysshowingrbasedion:preasiq
acquisition plant -andrallocation>factorsioiRéiarercdbnvingéd-by onni
CUCC,> however;i.that DRA:incofrectly-assimes all ReddingITMSistliosl
operations.will<bestransferréd:to-CRTO/:1Rather,; while: soménTMS juin
plant is and wi}l be transferred to CRTO, most(ofrit remaingictupos
Moreover, under CUCC's reorganized operations, the remaifiing {TMSS.2
plant:dirntestyearcl995 willrbe [gart of -WRTO, "and:the é6¥rect
allocation fadtor«for:those-facilities'is . that -for WRTO. o sFaRther, !
we are convincedsbyiCUCC that<DRA-failssté1include all-thadpiie o35
acquisition-related additional :commén plant.i:Theréfore, (wé adopt:2
CUCQ's itest /Yéar 1995 postradquisitionrriietcecommdn plantiestimaterct
{after plant:transfersito:CRTO and~indludingtacquisitionirelatédons
additional plant), apportioried:using théipost-adquisitionanoan dnelq
Californidiallocatiénsfactors/discissedrabovesavoal s Ajd
5.2.3 fAcquisition/Reordanizationisavingsifhofl adi Ieid2? puisinpoosy
o3 (511 QUCCrand:DRA agréa:thdt icitizenslcacquisition’of<Q@TRadio
progerties provided iopportunities.for savingsyibut they-disagree:odn
the amountsnodqolst nirnroltisDd a'DDUD einallor yltisl Jrow odsmides
icd Yo ozu 23i yd Inslq novon don 2'00UD Yo arsie 2roayeqaint
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5-2o3-1;)S1E¥}£q*n qogq 000,032 1o oou ='DDUD motl aomion ssyolqno 1aq

fan fee CYCC joriginally estimated savings of i$15000)0003¢ which it?
later; updated to.$2,396,000.22,CUCC claims’ thatite! &stiimateitsg - SeRI
consistent with a test year 1995 total> of!-366 &Hploybet) i doWn’ £xrom s
395 employees in 1993. . fotaanonid, £.8.8.8
;ﬁﬁ‘p;j:LDRA!B;estimate;ofr$5;260;000918‘féult@ﬁ'Eth&HIﬁg to
CUCC...CUCG..claims-that> DRA iinco.'rectly estimates’ and suhss s iaspioo:
acquisition savings of»$1,000, 000 and:redrganizationt savings 6 (3iw
$4,260,000.10 CUCC: contends; thereyis: only>'dheevéntiInot tho. CUCC
states that without the acquisition of the»500, 000" GTR acteds 1ifas!
there would be no reorganization. > Furthér[1'CUCC believes that
DRA's estimate of 324 emp}?Y$eg°ip & stest year, }s erroneous,
Pinally, cucc states that DRA's estimate of $60,000 savings per
employee is invalid. ##1 2052
5.2.3.2 DRA veb VYol ceel

DRA believes sbére are é§§h acquisiti%%ianq

reorganization savings.ceDRA reasohs that acquié%tion savings
result from economies oﬁé%cale an?BEhe abilityégéispread expenses
over a larger customer base. DRA contends CUCC agreed to an
" estimdtdé”6£7$170600060 1R éé&u{ﬂitiﬁn saﬁiﬁag,ﬁdﬁichﬁnhﬁdadopts.
In addi€idh, PRA Bdi180&s"F86rY in133€164° 3a315?39356§33‘f%3% -Leel
Citi%éﬂﬁqi%TEaEioﬁoof3§jﬁﬂggéR?b Sericd add ¥3sgruc€uriﬁajﬁ1tjbg asa
DRAU8AYE/ERAE €0CET!{6ea1 sdvingd 8t §2rq§3[306 38m§3§i“oé '6o”i"
acquidibidh Bivings dich 81¢334%600%1a &eorganizaéigﬁ 333? 202 BRA -
says it&°tdtaltsivinigB? fjsﬁ?édé 663rsﬁﬂj rqiaoosqgsfgﬁgag&ufﬁia!bSI
sav1ngs with its est}hlfe®ds08312865660°11 féggggﬁigagggnjga5 Syacae

il toupRRCsapEcERIL 718 60 888€ 81759420850 Pd4R 1992
empl39destiavnddéd 84 519é8}é£§1083253198¥§‘ofgo§°{8‘ge fgvbfj““UDJ”
betwesh 1930 dfid $85408e{84°4dfdstidg " EnE T3¢ J°num333 bgdnuooos ton
empléyesd? DRR%&t4edVERat [{¥ éStfégéegllgggoghﬁfogejd?fn f§g4‘beei
than CUCC in order to reflect company datgnlvngﬁéJSWﬂgiﬁ aFOIjﬂgjnOD
enploye¥3 I ¥hd e 2dndFRYPEQVEUESE SETVE8#n 4" 8e 2a S eul’ @ EF the

reorganizatxdn*JrﬁRﬁnﬁrgﬂégqﬁﬁaEiigg‘55?fﬂ§é€°d€h$gauﬂgﬁaa§5‘hsgaoon
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per employee comes from CUCC's use of $60,000 per empléydd td.£.8.¢2
estimate, sayjings.from a, reorganiZation’ CUCC: performed "4l 1991 and
1992. , DRA;asserts; the; estimate is conservative sihce' f© 4dwitholit!

any, ¢ gcqla;ion);o 1995 costrdevels, écvi snay Jend s (div tiooiatenod
5.2.3.3 piscussion LEQET i manyolgro deg

o1 phile, we Jgrgely-agree)with,CUCG:thatltheﬁaCQﬁisition and
reorganization sayings. should:rbe:treated aslonelévent)! wé dibagrsdiv
with CUCG!s: estimate;of test: year; 1995, employees mpittvie ot tiziupos
Caun .o'Thesdatas shows: CUCC: has: decredsed itBrnumbsid of. ifploYees’
from: a peak,0fi487:4n 19%80,43 Yo noidiuiupon o3 Juorditte Jaidld =2sisde

tadd aovol (o4 D TABLR: 111 CUCC EMPLOYRES o001 on od biucw oirordd

L BUCSIIOLED ?geéan 32 sjﬁ'$$é%(0&9§:%iévzeb§£ o sinmilas 8rARU

1o epfiives 000,032 Yo osJiemidas alAA 363 asdsdiz DOUD (yifsnid
< DRA  Lifavint ok sayolqgno

<o A

1990 487 487 AL S.E£.8.3
ﬁns}gg;jta?ﬁnjﬁ d3 i 2D 9&33% zavaifad 851U

crriven d0r1993 ipos J43 395250 AY395.0pniven N0LIsSIaARRTLOSY |

gl =

RN PR R r>Jral1§§5\Jrfrnz \ng qu 3[;)9530 aoinonons moil dloaey
i1 03 b‘QIUE ))U) ohradnod A .osed seioduud tapisl 6 o1svo

.a3gobs VLS oxnh ?E?gsgnngL?L?PWS§£ Rf ?WPIQYSef h5°u9h1ijﬁ9

1993.
cuce,eatimates, 366 employees in 1994 and;the game in;1995: ar

DRA est ma
A teﬁigggogngggesgsiga}?? J?Aredu tio?ooﬁoé}n§Tp1°Y9§§1313

from 1993%0La§eg_gq Smg%gzgegtransfergvlgom California idqntifg s

il.{_ ¢ 10 2Pit 1B

1n at .
.dQﬁfV5§ gggqgg?gnoxo,x forggaske. 3?2 gmp}oy §s.in D 1392:hYupos

reducing 30 employeesnfr?m the 1?83‘&gve1 basedﬂqlgpzrgg59§334L eyna

ol fieiyens oL Luu, o e R 132 <

analysis of
Labrt vrg nﬁﬁﬁsg?ﬁég?X%E Egeuy 53&19903 ?91 sas 23l (304 2pnivss

yeiieey gg%pig%zes DRAls }9gQJ?BEi a;e QSaUQPdDKﬁ jneither
accounted for employees meving into california ko £311.vasansies g
nor accounted £or 3%p£e¥%esn3 ChlSa41 ot aYakho ddd nok weve ADowiod
1994, byt mig gESaner%°gegl 329395 9ill moveoin 1935.  CUGCIBrgno

content1o 8 are no
N3 G580 t ﬁgnﬁéngbg yasgnoo Jooilst o) asbxo ni OOUD nsd3

,,,,,,

. ard g% Jiba%%Aggagagﬁnggquﬁgt ﬁleaflybs?ngPnE?JCAQEiEYsonQﬁQ
cosgggﬂggps%%%ngs a%%ngétgqﬂgi Anters E@Eﬁu%nﬁﬂéntFﬁSEQEﬁinngosx
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relocations.{; (Exhibit;112y:.padgerl.)vi CUCG was> sked: Lo presentyouD
comprehensive, information:»: CUCQ’s: data! respbnseicould: havet 1t Som00
included data) on :inbound: transfers,us:if: CUCC/believed: they>weredr 41cul
factor,: but. did. nots » CUCC: presentsino evidencelon. dnbound 1ok 3oubos
transfers.isd: oo (i moosyofaie oicy adipilas bluow 9w oontz tlyesy
> Second, .CUCC: states® both' that;DRA's use of thé:1993 vonia)
number of- employees, "igsithe.only reasonable'positioniin:the>DRAJIg o0
entire presentation” (CUCC Opening Brief, December{12}(19%4309voflqms
p. 53), and; that:DRA; erred:-in:not{adjusting ther41stransférs in
1994 to.reflect’ ati-least:one; employee who allegedlystransferiédecinb
1923 (id., p:1564)32 CUCO:cannot: reasonably’claimsthatithet199319¢i:00
number is;both:right. and:wrong.idpim D7UD zaotisxtiuspress Isnollibbs
tang pThixrd, 1 CUCCI sidata: résponse) wascdatedi{ May 3341994, 32Ccucon
only included:employeeitransfexrs- identifiediupito>thatidatéiw Sinee!
the reoxganization wassongoingsand:nordata shows>itvwas:completedgo
by:May3,511994:- it~ ds, likelywthat >the:éstimaterof 41tdssineptonr bas
conserygtive,and otheIAtrahsferSEmightuhave beentidéentified aftersvs
MaY 3, 19%4.y Lwobv Jedr AdA2be tnodelonon ol a3pntidoo 20000 moxld
it ,Flnally, CUCC: criticizes:DRA'sIanalysistbincé DRA{ vbpoutis -
presents no informationztorrefute:the>possibility.thatiat>1é48t) ofiél
employee;ofsthes4l-might notimovesuntil>19957 AgainicCUCC: couldisay
have but did not include that information insitsf/datatrésponseé:niies
nabtizNonetheless;of-the 41 ddentified transfers as of May 3,
1994, (onlys13shadirelocated by that,date,bhithﬁza.yetatoimoyeaox bas
There, is:the,possibility. that;some ofthe ;285 employees(willondtonubst
complete,thelr,move inr19%4-tbutswillsmove in’1995ssaWerthinkvieas 1o
reagsonable, however,;qto:estimate: that-alled4icemplcyeesiwillmitan 23i
complete theip.move by teéstoyears1995(oviHe thérefore:reduceithes3gss
employees in 1993:by:.thes41stransfergiidéentifiéd bysCuUcC; andtadopt)
a tegtiyear pumberiof'354; aThis:is[12-employeed 1éss thannCUCCLsoo
estimate of (3663 (sonnomioyg drcqqua bas aviistiainimbs) 2onillo avord
f1i esnoi1iGiyensthe competitionithatadisideveloping insthew ,yiesxaoo
telegommunicationsamarket,1therezisaévery reasonvtorbdélievasthatbbos
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CUCC:will:continue: to: reorganize and> downisize! td fiebt thigwoissdoiox
competition;{independent;of:theacquidition i DRAestimated! thatioo
further reoyganizations{willb> result:ih:an: &dditibnal 30 enployese virl
reduction in:1995.c0Werdecline, 1however;q t& iibe DRA!S’ Yeg¥ehsiontos?
result since we would estimate more employees in 1994 than does>DRA
_(since we-estimate 354 employees'int1995> and: wiiild estimite
something:greater>than:35404n11994; whereab!DRA' entimates 354 (odnus
employeea_';'in?f199_4)‘2'3‘;1"35:}5%2 Violtd pninogd D2UD) “nolldsiaoszowd 531iIno
ni ztWhilerweragrée that: furthér:ireorganizationy hay:be . (L2 .q
desirable>orinecegsary for CUCC:to>Buccessfullyschilléngelits>d 2007
competition;dDRAapreséntedfhévinformabioﬁioﬁTthé speolfiec ..b1) €Ul
additional reorganizations CUCC might. unidertake.?d Wetwilrlinot wodmun
forecast. further employée>reductions:based -on: eXtrapolating past
trends withoutisséme>specifict inforinatich: ontthergalingdrehbuioni yvino
opportunitiesievMoreover; wésagreed>withiCUCC that thelacquisitiondd
and reorganization bhould!beeassééseditogéthéf,ahotiaeVihdep%nd§§§af
eventsis Ourleéstimate:of ansadditionalokeductiontof 125 employsesinod
from CUCC's estimate is consistent with that view. CUCC has” & ynl
already hadisignificant!employééireductions > sinée 1990 ;eliminating
133:(27%) femploydes;fromiits>1990itotalsofr 487 td  Yeathi the tést2ory
yeari:éstimatejofa3641 We’declineitoradjust furtheir® théitdatryeakise
estimate'zoﬁa354:—3ém’p16Yées's aordptolnt Indi shuioal fon &b tud sverd
¥ yeH YCUCC estimates $2§3967000 savingstfrom® thelacquisition
and reorganization.8sWéiadd, $812,400] té reflects the-Additibnal. peer
reductioni6f-12-employeesiatianlestimatédisalar{yi dhd: overhdad! costit
of $67;700ipersyearietCUCC argueBfthatiithe23$607000/1evelsvided) 11100
its estimaté forathé&119915921¢conebdlidatison:is>invalid- hére>bédeansest
therearlier. consolidatidn involvadlallolevels of employsad? o3olqioo
(inocluding mandgemeént) jiwhileitherdurrentlacquiisition? andt =osyolgms
reorganizatidn only includesrefiployeesiin cUCC'B Reédding and(Blk>J 5
Grove offices (administrative and support personnel only)io TS thézo
contrary, weihavé poiinformatiénithatumanidement 1évelopdditions in
ReddindjandsElkJ{Grdve-areingtoalsoisubjéét . toithiszredbrganizatisnis?
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as part of the acquisition. In fact; unldsd:bhe:reductionils »r.g.2
unreasonahly:skewéd; it-is not-plausible:that.a reduction of 41

employéeés?{over-10%):-willnot rinclude management. H3ivo :ioitistupos

..+ - wWhile CUCO eontends the-$60,000  estimate <is. faulty it s
prowideanOfaltefnative\quUnt.b:Wesagree‘withLDRAfthatx$60£OQQaiso
a congervativé-estimaterand-ddes rot-include ‘éscalationifrom.{ quoup
1991-92 to:11995.: iThereforep:we:-escalate:560;000.to test yearil995,
using the escalation-factorgcin:thenjoint ;testimony. «This appreach
yields an estimated savings o£i$67;700¢ cAs_arresulty foxal2rs . p.g. &
additional-employéed we; add-$812;400:-t0:CUCQ’' scesbimate of
$2,396,000% for astotal-test yéar.estimated:savings-from.theasoinuo
acquisitioni:and iréorganizaviontof:$3;208/4002 ofsu-no-nitsp yne Ied
<1 notnlssInaconnentd tofothe tPD,cDRA:asserts that CUCC!s-inadequate
showing ron:specific additionalerg¢organizations-is-rewarded by;thea=
PDnot. forecdsting further employeegreductions.n.To-the conkraxrygss
CUCC's obligation was to:justifyiitsstestoyear forecast oftjosuenery
employees i~ :CUCC:had norburden to.provide-information.justifyingess
further reorganizationsiand:different-numberé of.employees. prifion
inconsistent-with-itsitest year forecast and:request:. Onzthe other
hand, DRA:éstimites:fewer:employees than.does CUCG.forx.the.tegbosd}
year, but::other:thanithéiresults:of-its;trend and,its:judgmentrniy
fails to:provide:organizatiohal;iprogram; 1oxr:other(details tor;siao
support:its estimatei:sJauibs spindoswe Jridl syvans of {(puiflil geo -

.1 He;decline: to,adoptsa:ztrend:to forecast additionaldiacancy
employee reductions without. more;specific:information;on;hoyCUCC q
could--with fewer employees-yprovide,the;high;quality and;scope, ofa
service werexpect:>of utilitiessunderiour;jurisdiction, -jhether our
adopted€1evelao£>emploYéeSriS{Bustainahle-iBBa«§9mP§P4§iYeam§¥39§ua
after.test year:1995iwillibe determined: when,competition £ullvqoisy
develops-In the meantime, werbelieye axeduction, from 993,013y -
ltéstxyearHIQBE.ofi41?émployeésg(Oyerziﬂ&)qiﬁs§UD§L$Dti§1?Ii?q oamin
supported by the record, is reaqonable. _ .eyeW Yol
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5.2.4 Bffect of Acquieitidnu :Joel ul L woidizitupds odi-lo 31ag on
{+ 1o Theredre three .grdupsiof ratepayers affected \Byrthesovan
acquisition: GTEC .ratepayers who lremain:GTEC: cudtomersp)GTBOynqia
ratepayers twho :become 'CUCC (Sustdierd,! andCUCO &astomérsy We are
concerred ‘that réachigroup be treated.fairly, randrthat (no-ratepayery
group be¢:made -worde “off :ds 'arresult. offmanagenent ‘decisions rat: . GTEs
and'ditiZéens to tranéfer dssetdiniWerarecconvincded thatinot se-reeg
ratepayér:group -«willibe-digadvantaged ibystherdcquisitions ods priau
5.2.4.15/GTRCG Cudtomara Who RémAin With GTRCvne bBodenmitns ue ublaly
‘We caddressed ‘the- effeéb:offbhefacquisibiqnfon GTBGo: 115Hbn
customers ‘who Pfemain GTEO:dustomers~in D:94-092080c sHe decideds . s?
that any gain-on-sale sli6uld(fiotigd:-diréatlystoreithersshareholders
orratépayera? L Rathéy, cWecstatéd’ouribeliefothat-GTB!sdecision to
gell ‘thé &xbhangas<tozgitizenscis-justothérkind ofImanagementrwordsa
activityiwé intended.to éncoliragesbylthe addptidn:ofsthesNRF.10Thél
transactidn may-éontribute torearningsdizvAsca NRP ubilityfdo 2'oouD
sharéeholdérsirétain 100%ioféarnings upStoithe rate ofireturny¢olfgss
ceiling of “1575%,7and ratépayeraretéive~100%10f 1théramount ovérsul
15.5%. v He''further:deécided that=thdre-should 'belnoiséparate:flows:}
through- ofTdny-éo8tUand” revenié reductions dueitostheisaleivit  bnad
Finally,tweidirécted GTECItoireviseiits>billing:base :(usedito ,snoy
calculate=suréhargefadjustments-whichsimplement:GTEC!8/annual ptice
cap filing) to ensure that surcharge adjustments'are!as accurate¢ias
possibléitcThérefore;"GTEC customersare-treated:fairly and
properly dongistént ‘withi NRPY fegulation. ivodsivw anatinubor soyalaso
5:2.42°2GTRC Customers :Who" Bécome’ Custofers ‘1swol diivw--Dhfyon
o todicdfe aladbladdréssed! GTEC customers’ who becomerCUCCs ooivian
cusbdmers?iniD194:09-080) whére!we:expressed’ olir:concern fthatiqebs
ratepaybrd whosdd!aexvice>willonow: bé>provided by: ther acquiringioils
utility3houldihot?b&> harimed by> theitransactionmv? 2/(D.94-09:-080,vsh
mimeo pi 117£)£Jmhé§élratepayékstare protected’ ih® the -transaction:in
four ways. sldsrtopﬁJI i bxooai 9i3 yd basilioqgque
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iav L uoigRirety we -reguiréd jany premium pald b')ffcucc"fBF'thé’"-“--“‘f’":"”D
property to:be ramoxtizéd:below the Nine (LIPS Yaténaking purpddds, ¢'s
we recognizeé:no;exception - to thesrule réquiring purichaséd asséts e
booked:at original :cost ‘leds depreciatidn > Théréfoye, ‘the'fdgdety' ©2*
used to serve these ratepayers will continue ‘to' ¥e¢' charded to theEe'™
ratepayers at the same cost as before the transactiohy! DU £.r.C.&

cq: ban.Second;s Citizens incurred appYoximately $17 wWillion in
transaction costsinjexcess of the pricd paid:to GTR for itheyt #'UDUD
natjon-wide -acquisition;¢ of :Whichsapproximately: $2 million would’ B’e“?’
allocated:to CUCC#n:CUCC:did rot (redqudst:¥ecovekry of thedge SHERS SR
transaction .costs:in this: procéeding, ‘ahd none:havebeen! h1lowed:s ou
Therefore,, -xrates £or1CUCC ‘customers, finoluding: GTEQG: custonér e whe 31l
become CUCC customérs, are-notiadversely- affetted By tranguetion’ f4ds
costs. muy zonaiviios osnabivo 4T LODUD o noiliatupos af) 1o 23091l

t61 ncThird,nD.94-09-080! considered the ratésipaid by GTEQ!D V9UD

customexs :who: became. CUCC :customers:-in ‘Yélation'toi bothrthedratemvez
paid by GTEC customers who remained GTEC: custofers <(asl{adjusted byi°
the IRD; decision'«{D.94-09-065)) 'and>CUCC's interim ratésiiine
provided for: fair; and .reasoriable: rate! treatment £6r thosge' #q i 9dtxq
customers, along with.an. opportunity foy:petitionsito:modifyithets 10
decision if.limited:savings:acérued:not:otherwise!inoluded’in
rates. - . No .petitions:were)filedv rol «iii i biaqg 29357 T L 2IIIDVaS

e fg J‘r_\iFinally«,o.GUOG&presehtéd{ar‘r— andlysis>in{ thesge proceddings?l?
of the .revenue increase!to!the> former GTEC’ ratepayers:studied’insoiad
isolation; from: CUCO: ratepayersii’ The>Yevenue:iihciease: is’ réquiréd:/xo
to. bring.CUCO!s earnings,oh” the' acquired  asseté? from’ 8129%1upotd~ bis
CUCC's requested rate of>returnird The[anilysisishowssthat thebotsuoitl
reyenue, inorease exceedsiCUCC!s allocated: savingsl? wWhéther
acquired by,CUCC:or nét,ohowever;tthese>customersiwonldisseinhigherais
rateg;when,the,rates:areradjusteditorreflectatcurrentiratéd ofisniles
returnyid Thus;s the revenve increade/may>largelytbe''ivrélevantueos ofd
the amount of{sayingsiv Nonétheless,odveniificonsidered/cweldd ddtibs
authorize, separatesrates forvGTEC:tustomers>whoinow bédomegUegatupos
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customersg,; Rathexry;-all: CUCC customers.will pay:the sama ifates, and
any ,additiopal, revenye requirement-will-He:paid bycallCucd v 1oqoisq
customexs,, As,explained below, :hecause the:totalracquisivioncand v
reorganization savings exceed ithe:total of:alli:the ‘extrd-costsrall«l
customers, will be better .offoi:om ilivw atoyegein suald avinn ol boap
5.2.4.3 CQUCC Ratepayerg i i seodod =n taon 2062 odd a2 aysgodns
" i o Finally, s'(egheard(frp_m many.:CUCC .customérsiconcérned that
CUCC's rates -not :be, increased -because o6f the racquisition. itUPhass el
custqmexs, olearly,; do not. want.cto payi-highér. rates because «GTE -and 351
citizens managements- have decided to altér iwhé1owns "whit cassets;olin
We agree,with.that. concern. hWe spedifically. separated A.93v075039 13
into, two. phages; and, congolidated Phase.2withiCUCCfs :general - rate ol
application. to. address; the :revenue requirement and:ratemaking orovsd
effects of the acquisition on CUCC. The evidence convinces us thiat?
CUCC customeyrs :are;better off fas:a result of (the ‘adguisition for
several. reasonsi:.dncluding; the same:reasons ‘affecting the"GTEC =o3air
cusg\om,e_r_e;,whoghe_c,om_e,-!.‘U_Cce.customersvsfn;:f-y: oifw ataradaue QAT ywd Disqg

.tFirsty. we;do:not allow: CUCC to' put’into ‘¥ate’ basefthe'l o3

price it paid.for the assets.:j Rather,!.CUCC: can ‘only ea¥na YetuvYi (g
of and:on,GTEC!s,original: cost-»minus:depregiationti:v paoln (2tsrToiann
i1 Second, the:acquired: assets: bring; not: only: costs bub> algob
revenues. The rates paid by the former:GTEC: customeYs' who BécomerIs
CUCC.customers wereslargely, ifinot- fully, compéngatory’ ofithat plant
before; the; transfer andiwillibe so:afterithe!transfer. »CUCC’s o3 1o
existing;customers:will: notisufferi: Third;= CUCC: did:hot>askufoy;loat
and we;do:notsallow;ithe)estimated:$17>million:in' transddtion costes?
incurred,by Citizens{above;the;purchaserpricel» 53sx helesupos a'dlUd
Fourth; the,acquisition»and redrganization savings” excezd
the additionals, revenue:requirementsrelated:to, the purdhased ‘CUCQ/PO5
estimates the:revenue,increase:;on>thesexisting:exchangesitot biinygrdet
the return;toiCUCC'sirequestédsievelsis:$874703211 Bétaussithigiiuios
adjustmeptswouldrogtursduring:the, GRCiwithiof withouits thdy Inuoms add
acquisition; :thid incredse:may-rberirrélevant toithessavings.ositodius
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Nonetheless, even if considered, the increaséiibtoffsdbiby od <2.8.¢

allocated-acquisitionisavings: of>$15844,508,0foxrca>netrdeérease in
revenue requirementssof>$970;47650vCUCCeéstimated >the>revenue>bivoiqg
increase on-theracquired exchanges isi $257;357%:{That inédreandlia:oy
offset by allocated acquisition savings:6£s/$119;687] £or.& het:oliog
increase ‘in revenue requirements of)1$177,6701 >Bécause:we >dd notrucd
establish separate>rates:for.thetacquiréd exthénges) the netiainpirnd
increase:foriithe acquitred exchanges>is:paidibyiallicustomexrs:sThati
increase;i however; is:>pore>thanioffseét by:the>$970,4765net dedreases
for the existing exchanges, resulting>in:aicombined:net dééredselof~

$792,806. «Thesnet{ decreaseris,evénilarger using both v

authorized rateiof return:{whi¢h isibelowithatirequésted by CUCC1oyn
and:used- {nrits:analysis)yvand our $812,400;increaseiini1CUCCISLtiviios
estimatediacquisitionisavingsi~ oD anoiirdtnuaaol [naaba? yd bovolls
it sWercome>to:the same:c¢onclusion with DRAlstanalysisiazDRASD
believessthat. CUCC! srrevenue>requiremerntamustybelreducédibyinearly.{d
DRA's full:savings!estimate!of>$§5,260;000:£6r{CUCC-ratepayersito bes -
indifferent:to:thé:acquisition.’ Otherwisé;2DRA:¢laims. CUCGt .zbuui
ratepayers:;will-beiworse 6ffi{:: DRA'S analysisy hbwéver,oseparatelyed
estimates’ acquisition-and’ réorganizationisavings? ~DRA's:analysisuod
without. the:acquisition: assumes CUCC:willistillachiever$4;260,00007

in: reorganization: savings.~:iWe:do/nottagréeithatvCuUCCicould achieve
that-levelrof:réorganization-saving withouththeracquisition.ssysingo
DRA!s:methodology: but without:thé Yeorganizationisavings->inzthe D2UD
non—acquigitionaca$¢>éhowsaCUCC{ratepayerhiaresbebterzoffqevéhﬁatedj
savings: belowi{ouriadoptedilevelaofi $3;208;4001 011 3ilonod yiioexih
243 dTherefore;! analyzediusingjéither CUCCIs:of(DRA!'s>approagh=
with our adopted lévelnrofisavings;nCyCC’sirevenuesrequirementiwillon
be less with the acquisition than without the acquisition.z(GUCQis8s1

ratepayers--incluyding.the.GTEC customérswhoibecome>CUCC i

ratepayerstyare’ better:offsafter the>acquisitioni= =iteod a3 yodlodw
priailo s o3 yreresvon ois Isd3d sacdd os1s suansgxo sldsrsvooos
a3 ©J 3ilsned s shivoiq ¥ew o9¥os nnt 1o osntvioz anordgolal Yo
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5.2.5 Community:pctivitiesnni =3  Loxabinnon Yi nava (analodionoy

a: oarocInhresponsesto, arrequest:iduringithe: hearings ;o CUCQ 3620l in
provided -a,recordiof comnunity: involvement? activitiesiti QUCC viraavet
testifies that forrthe fiystinine months of 19940 CUCC! émployeesioitl
performed 1,027 hours>o0f:volunteer:activities>charged to’ work J=allo
hourg,:: CUCC:estimatées that, about230;hourstwere charged by ~nnoxnntt
bargainingunit {(hourly)-xemployees  foriarmakimumicostiofr»$7§500(s1no
Theiremainder:of >thé-hours:werei charged;by salaried employees;no it
according toiCUCC,0vCUCCiestimateBtthatitest year 1995restimatesioiti
would:bethe samesasithe>199%4iexpéensesi: 2onns1iDXo piiiatyo sy ol

CUCG rYecommends n03diéallow5nbezforxemployeezwbrk;bimeﬁeve

spent on ¢ommunityyactivitiesisince théihoursrare hinimal,bthetodius
activities benefit-ratepayers,tand recoveryi{of:slichsactivities:ig s
allowed by Federal Communications Commission::((FCC}Jrules>and>isniiiac
Commission:décisiongiad CUCC assertsithat it déeésrnot:engage in
these-activitiessolely’to -énhancetits:corporate: inage. s Rather)i[od
community:involvement helpsieénabla, CUCO>toiddentify,community: ='Afd
needs. Moreoverjssinceéisalariediemployees: work:>iniéxcesstofi40tibnt
hours per ;week; their volunteer hoars shduld:not: beicounted:as; works
hours:aé¢cording:to CUCCivsFinally;iCUCO:believes any:disallowanceiss
would,discouragei companyJinvélvement in. community: activitiés.ivodiiu

TR hDRAvSélieves!thatxgatepayersaﬁhould:hotafundfanyspgrtﬁoﬁrt
employee. salariés_devoteditoicommunity:activities;:whetheri or:hotsdJ
CUCC considersgithe:totalonumber:of héurs:tédibe smAall;>f DRA{ ontendsi
that - CUCCsprésentéd:no:evidenceto: showshow: télephoneiratepayers ross
directly benefit from theseiactivitiesivoDRA>asgertss that! CUCC1ivsz
shareholdersiwillogetythe beﬂefitgofethé?goédwillvoréated?by the
community-activities and:the'expensesishould nbotvbé cthayxged to> riiw
ratepayers.sioidintupon o Jwroediiw asd3d noftietupss od3 ditw zesl od

Whileé)community.iinvolvement 1§iworthwhile;lthe issuéisin:

whether the costs shouldibéspaid:by ratepayerstinitélephonet ratestss
Recoverable expenses are those that are necessary to the offering
of telephone service or in some way provide a benefit to the
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ratepayex.;We-are not:convinted:thatntheimajority-ofithese!doseaso
if paid by;gucg%ratepayeraixareainfanyawayenbcesééryiEoebheaaﬁwofQEﬂ
provision of telephone service, contribute to serviéebiﬁ\pro%méﬁﬁs;3"3
or othemise.‘:b.ene_fit;_fratepaygrem;;_.:on 20U 10 wolvas () :
v 1 Forx -example; 167, outyof-1,0271hoursg (16 i3%) wevre=fériviion
membership activities:in:Rotary . .Club. -As:werhive explainédrbefdre; v
we doAn0§.,;a,llo?.li.ISECQYGIY(;;Of‘xsetVice olub chstsl-ﬁ.'m}'i’z‘ LEIayegodst ol
soeol'Theresmay(be customers locatedxinfthesdigtrict?ov wolfisaib

_who take exception to som f the act ties ... .. -1y st
o 2 AR AT BS A o1 Bs T T S neeg TS IYANABE powinio aavod
i arcclycumstanges ituigzappropriatesthat -théccostydinusron 103

ety erpioyed 8L ivEeiger bONRYSE o e ©
| (D.90-03-034,<35 CPUC23:630;r6490) 212 woffs oW .aanyolgis
Just as we’dd ﬂ&t”ﬁiiéﬁﬂ?eéédé’rﬁsgf E‘:iﬁisﬁ&&é’a,"de_“aaaﬁgt *Niow
recovery £8Y {HEwSERItiRe Eperit o c1d6 48 IviET8et sifd Inonainia
i togipliaviy 1oVt i3e2, 657 \RoddE (10 7941 W LY de VoL 84 €S
 hanging o ¥éi6ving 818iis, EYightd}oand Bnhera R R81EdRy Pakd 1ViIo®
other ¢Smidhitplavahtsivinsluaing RIRYIAG ESotbal cieTd 1{ignes,
. Some ratépayérs MighttakéEXcept {83""it.:57’yfh5'§e “de Ei‘?i_éi'i"‘es : 2°8yén {E° (
all Cifi4enai Fatépiyersd support tHd#d abtfviciss, "€he '185ués 77"
whether: €hsy shoild piy 61 tndh § €418phEnd ¥atés, » We Chikk not's”
Ratepdydisfidy 16UPpdrt ‘thdge ke ivieids and clibd s R CHLR “owni 7 °7
money and’timM&va5 §en8roiE1Y HE "tHEY WIdRY I IREUdPhyers Enduld nbY > ?
be forced t8'payIfor tHéds actfv{t1&F ‘s "Part ‘Sf “Enely ‘%@l‘é’ﬁh&% vorq
service. Rather, telephone rates shoulc’i‘»’z“é&"iﬁ{}é‘i”"’é};fl;?"rfh'Sé’ngos@é &<
necessifily ificifréd €6 pibvide” téTepHoné Pedrvids; 8¢ whidh benefit
ratepayePs: i&ifd- €HBEE EHStE"Eh6u1dTPE KEPE 'Eold AiR{Rdd FIo7 (eroddal
43 20 -EHEVSEReR hERd [ WE a1dolHEcsgifde Jende @lcsily priibvioni
attehdancslat (B8nd &0aresO(8Y4 71 P8t ady i E1ub 2 "ENdmYerd Cof CdSHRREFEEY
pronotéscavdiendsd 8f EsmmiuniePYgrowen’ Pat¥edns?dnd tﬁefé’f@ﬁrﬁ'gﬁ;s -woT
for plaiiifng porpos8E! As§didinDI§823%5: MOl CEERE R NG Eet Yo7
telephofié &6MBaNY He&dd €4 Kitow “ABout Fubiivé FgFoGeh traEe D 3gsiieg e
to appear in theCiGcaT Hewdgiperin no(p FE6555°83 CPid Wa § L Ygpeno iy
{(1977).) Thus, some community involvement expenses may be
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reasonable:~iInimaking -4-similarcdécision’regardingsaliried vAdoInt
employees, iwe-digallowed 50% - of theisalaries> »of 1nAnaganddtyd Dieq 1t
employees; s {Id:i)ivic: ot oruiisinoy (woivion spoigolot Jo solaivorqg
Our review of CUCC’'s communityvactivitiéd shéwafew?ilio 10
activities which:might promdtéc¢ompanylawareéness{ 6fs¢omnunity
growth: patterns or otheér:-matters whichimightiprovidé- sdme péerefit o
to ratepayers. Therefore,;-baséd onithe rdcord in>thig Ehaejcweb ov
disallow 75%: ‘of ithéltotalréxpenses| 1neluding ealariedfe ployee
hours charged £67dd¥k- timgffigén§§€im§§?“g anap 72533985 cost

Jul"uv.)

for communityjinvolVemenﬁJto*bef$56 088"fuéing>$7;5001f6f3230 hours
in 9 months expanded t?}ﬁ?ﬁ ”“g’ik Rathogé l§ﬁ3,”63aigried
employees. We allow $14/022: andfdisallon $42,086:£0-00. ).

wor1e hasten, to.ggfjgeg?ge tbaxx ;bu;)qecé?}gnjéﬁ Bet,2 o5 Jaun

1!‘!

statement that we_seek mi ngmgllcopgany qnd .company..employee 1OVOnDT
community involvement,f)ngber.\§t fsygimply g reflection;of what-

Fa3(y A%

actxvities\g@g ;be expected to benefit,,and axe;reasonably charged.sd

LAhT

to, ratepayers. . ,CYGC.s ratepayexrs ggggujy“;old us they;desire qq40
lower rates. .-Je.axe _in an era when companies . ;négd:to. pay great ...

AL 1\1.’

attentlon to. the1r c9§tq‘and minimizeipps;s in .eyery reagonable; ¢y,

way, . similarly, We must scru;inigq all. utilityuegpenseswwggh_gggggﬁ

ifing

care, . Applica“t did not We%tpi 8 ;burden_ of . .Progf that the,full . js5

Falat) g% 1 e BOIIE [

amount ?HLngs communitycinvolgemenb expenses. is, necessaryjtjdn yonc
prov1de te%gphongJerylce or otherwise benefib ratepayer Fantol od

R wsation ., n nosey - siodanfad reddsd Ledivios

-4 This, proceeding, gengrgqu a, }argg(npmber of -customerasnon

letters, petitloqs, and, statementsbj,Aqong the issues;raiseds BYEADIBS
including the, level ofrgagis and the quality of service-;was the

pF=¥3)

comp%psatioq Citizens higq Execut{Ve,O ficer (CEQ) . Leonard,1is

[ Y]
Tow. , ﬁrtﬁ&‘?,‘?f}?“’ﬂ.‘:ﬁhﬂr ;sfth% New York Times in 1993.3lleged that,
Tow received cqﬂpensation Qf ¢ gzleHL l1lion. in 199%b11CusEpmer$Iq o1

Y3 pIard
ﬁ%ﬁ??@ EgﬂgﬂﬂnﬂJﬁdqﬁgagfq that the Commigsion. not allow anodqsfos
unreasqnale level . °§5 ompgqgat.i;on for q(;i-té"‘;.% g £ CBOudy ni T80qqs o7

F1i 56
ad yem zezncogxs Jnsrevioval yiiuumnod exoa ,audT (. (VvVel)
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a1 1oCUCCcontends L Tow H&sﬁﬂot*paid_ézliswmillion inT1992,

despite thearticles to the contrary.niWevreadhyio-coinclisidridaboGt®
the level:of:his 1992 compensationi Whatriscrélevantzfor .nomtipdd
ratemaking is the amount found-réasonableé andlinéludedecin fateéesd. fesi
CUCGisslast genexal;rate: deoision .wasnin-1983.'2(Ds83510£092, 13
CPUC:2d.47;) t 12He allo?edt$63,191bfdraratqmakin§p which(®as .thetisd?
portion of:Citizens{1$290;000 CEO:conpengationrallocated:to\CUCC el
Any amount paid in 1992 above the level included in rates.wdenitoassni’
funded by stockholders, not ratepayers. oFi nisdnuod \V.8.¢

T o vCUCCipresented:specific evidenceion:sexecutivéi A ‘
compensation:zabnthezdirection of sthe rALIovcCUCCrshowg ST6W! gitotalpua
compengationifor.testiyéari19ssfisiforecasts ;orbex$1?722'2801 opsinh
Applicant-seeksorécovery:of-theé: .portioncallocatédsto CUCfoof seipnod
$117,701%-+DRA doesinotcdisputd compensation inithissrangeern bojreie

In test year21995¢Tow:servescnob-onlyirad:CEO,'rbut &lsolooh

Chief Financial:O0fficeri(CFO) and:iChairmanfofcthecBoard:of
DirectorsifcGibizensgprovides:ubilityiéerviceoinesidifferenbsixoﬁjus
utility.industries:(telephone; électricity,igasyp water;»and ainuonsa
wastewater).iinild-states::-Most-of theéaé:iindustriescare underniz0 a0
consideration for; ornundergdingy significant ichange.pritcarguably Je
requires considerable expertiseitosuccéssfully-gexrve asiChairnan, sl
CFO, and CEO.of-such-a-diverse:companysucWeyhidve ind:evidence that
the :level:of:¢ompensation CUCC;propodsesiis-unxeasonableézfor asio aidi
person:serving:in multiple-capacities, 2in a-tompany:sexving itrito AU
mul;ipleijur;sdiotions:apd;mulbiplejiﬁdusbfies.sdj‘no 110 36hro T 50297

noriyfcUsing=our adopted- Californfaronlyfallocation:factors; thew
allogated pqrtioniofebheacompensabgonvfor10itizensb;Chaitmanl(GEO;-S
and CFO i8v§113,748(1:c1f l;hid..':?as’dusbvf-orsthé <CROy thisywouldbisiont
representvan increase;of ,5:0%¥:per year fromnthie lievelzfound hehufank .
reasonable in 1983. This:rate:of-increasecis=not out-o6f~rlinéwithnik
therinflationratesareportediby CUCC overcthe sameiperiodd The
testvyear 1995scompensation? howevqrﬂniSnnotJonly fdrntheICEOpwbubgs
alsQ the GFO:and -thesChairmantsay cwd tovo boxidtons S0P, E£L15,12 o
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sveiThe costipersling pér-monthzin 1983:=han’i$07124Vfor the
CEQ, While:-it-is.only$0:074%Win.1995:for tHe CEO;2CROJrand {3 oJigash
Chairman. Thisisvaldecréase:of 40:3%=inoghae-céddtiper.icustdmeri i3
last .found reéasonableifdr-thé CEO-alonevirol suwvoas 2t at puidsnoisy
i { .Sc¢Thet!partiés’ agréeméntronnthe icompensationsfor Citizensiud
Chairman, :CEQ;!~and CFOiis presentédiin.théik>joint teéstimofiy.DING IO
testimonycretommendé-anyiotheraleveli) Watfifdithigramountlo notdrey
reasonable.zoisx ni hobufont {aval ad)t sveds SC€L i bisq Jnuvewn yrdh
5.2.7 Fountain Fire Laavegalnt Jon eroblodisodae yd bhabiiul
) A firé: startedoin:CUCCts Burney:iserviceztexritory on '
Augustc207 '1992;7-burningCoverJ6457000 acrestandicauding:exténaive1 oo
damage toO£CUCC!gtéxchiangeandstollzplantifaocilities.xcTheofire oy o0
became known'as thebYFountdincPiretcsircelityisvbelievédstothavéiqga
started nearra»roadsidé fourntainoin:theuBurheycareatb IECwaslOV,.VIf2
declared ainaticnalsdigasterioncAugusto297€1992¢9y Jend nl

Commission-Regolution-E=3238 (datédrdulyi24fridggor)id IsidD
authorizes:utilitiésitorestablisghiCitastrophic:BventiMéRorandumroid
Accounts (CEMA) -to.record.gosts resilting-from-déclared-disastersiis
On October:l, ©1992,iGUCOindtified the DiYector?of=CACD thata2itihddsw
started booking.costdoincurrédnfoér repairingrandsreplacingrdamagedss
facilities "due to:theyPduntaincPireiinzite-GBMAoIdn12hizied worivpot
Jr:id siCUCCroriginally:sdoughtrPountain-Fikercdsterdcoveéryoin 030
this GRC 0f31$3/0547379,ramortizedoveriaix yeéreﬁatarbingaiﬁsi9§5?d3
DRA originally-recommended $88,814 i-DRA"badediits disallowance~croy
recommendation on the.beliefrthat=CUCQ{s requestcwasiinéongistentinn

with rateZoflreturn-rédulations(even:ds provided under Redolution
E-3238),rfailed-té:considérisdvingscthat resulted>fromithe fire;olls
includédiregular as-Relltascdvertimenlabdy; shouldifio€ihive: 042 bas
included interestvori plantco® GEMA balandes, land=should havénozosirgex
inoluided: tdx *deductionssforasthe-damidged plantdrT .£€8%f gt oldsrozsoi
afdT CUCC:and<DRA rédolved théirvdifférénceszandipreséntddiantds
agreementsincthei? jéintitestimonyvowCUCCrandeDRATagreé?tsd recovérygd
of $1,713,402, amortized over two yearscs~They“redomhend reécovérgais
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in;the, form,of  a(company.specificssurchargecappliéd’ s thaldama? Iud
billing bage curxently.usedsto caloulatéitheldardhfgest’tor 101 hoaor
Universal Lifeline:TelephonesSarviéerandithéiPeafand pisablad~ 010
Telecommunications Program. The amountyinaludéstakpénsdsvdis i¥g2304
the catagtrophe.and theicost oforemoving. damagedtedatlitids, less
the amount.of straight-time-laboriéxpensesy eitv41867inaludés tRE L
net differencein cost betweenythe:old:and:rnewrplanty the (et fnInuod
differepnce,in.depreciation amountspranvéstimate<sf vaavingsoy ol ol
assoclated with the morelefficiént:new:plantjcandrtié taX benefits ™
from retiring the-old:planty ,020-20-32.4 d3iv Jnsieiauc)

.sand prDRAjestimatescthatthe 1995firftrastatd ¥evenig {[id oniviea
requixement -portion-of ithertotal’:48¢$1,3585654 3761 4$679,327 pexbivid
year for twoiyearseco.Dividedcby:DRAls estimated bi 11ing :bss& it He #9Y
annual ;suxcharge iwouldche, 1/838%211ixs3 £ 00UD .J€E8.1 Yo opinidvirua

No testimony recommends any:differerit "treatnient of the¢'d 1o
Fountain Fire expenses. We find the jointirecommendition Ifa 8.%.¢
reasonable,.- and;adopt :the “total:récommended "expense of "§1,713,402,
with an-intrastate.revenue requivement -of 1$1;358,654. DhWe amortize <}
this over two yeaxs, -or:$679,327. per year.tced I yropadnd &'0DUD goed
1:hous:While We hesitate to :use ‘a-surchardefor: recovery, ¥ 10315
agres yithithe .paxties and use.a surcharge in"'thig!casé Ve -U0UD o3
congider,, but; reject;; putting.iPountain Fi¥Yeé costs: into' the!rYesults oI
of operations with direction for.its. ¥emoval :in the!pfice: caps 2UdA
filing two years from now. We: reject.this> approach:bacause’ the»[1pos
price; cap effective date might not coindide with the24-mbhth

[ R s

amoxtization,, complicating the removalfseroviay 1o bl Jzod dpid o3

2 Jiro Moreover, s removing the) expensess after. twds years! would 4 vd
require applying;a sureredity (ox:a:reduced surcharge)? under’ o0 NRFIO
mechapism.. . That, i8,5 under our NRF:system;r rates;aresadjustediwhan><q
necessary.(e.9,%; eachyyeariwith theipricet cap> f4ling)bbyia tolab fliw
surcharge or surcredit until the NRP surcharge or surcreditzéxnededsi’
5%. Until then, the rates themselves are not permanently changed.

If a NRFP surcharge or surcredit would not otherwise be necessary
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but for, the FountainiFirxe expense:remdialyeweiwillohavd > oréated! thst
need for a.gurcredit aftexithessecdnd yéar rwheré’onéswoulasd vailltd
otherw;ag-no;'exiataiuThiajFbuntaiﬁ;?i?eweufcrédit*cbﬁlafJ IﬂE?QVi“”
potentially.last ,indefinitely:nuo woodt  Lowstpotd maotisuiieroens ol
i .cMe,gonclude-thatiputting-Fointain>Fifé casté'iﬁfﬁhejﬂ ShHES
resulgethquﬁxabiQns:is potentially nore-codmpléxithdn theltwstgeait?
Fountain. Firg-surcharge-recomménded by the parties.tiaosurehdrgs 121
for two yeays;provides relativercertainty ofidostorecbvery andeliib
miqtmigg,our;geliance on-surchargesnin:thaslong rany diiw hodsisoaesn
Consistent with D.95-02-050, CUCG!écdirFéctdrycadvéieising? -

service billings.will -be:exoludéedcfroni: ther'surcharde«biii{ng base.
Dividtng_thg‘inngaataQecpqrtiqn,ofxthe-FountaiﬁCFifé366§té"6?ét‘t96‘
yeagghaqgigyg{xbhgibilling‘basefof‘$36x93éf9560re8ﬁlééViﬁ?ﬁ 101 169Y
surcharge of 1.839%. CUCC's tariffsféhall provide«f6rappliGatibnns

abnertoosot ynotiiaosd ol
5.2.8 All End—gggrﬂ Su;gham of m{i Barl ol  .aconogxo o1id nlsinuvoy
50> £ 1\CUCC proposesg. :récévery. -of- some cof <it's “revéniie rre§Uirénene
from an:All End User Surcharge :(ARUS) i:;::The ARUS ‘wSluld ibé \ided ftd 3§+
keep CUCC’s Category I basic rlocal:-exchange ‘service irateés ‘atovo aid3
affordable. levels: in order.topreserve cuniversgalirservide i'according

to CUCC. ,.CUCG seeks ABUS. contribution :for ithree years ‘ahid ‘agreégtes
to(};gﬂtgxminabiqniafter)CUCGJsﬂfirstfNRFJrGView;H»ﬁRA'obﬁbséﬁqiﬁ”ﬁu
AEUS, arguing,thats:it s inconsistent-with both {ncehtivewolirieqo 3o
regulation, and. thelspirit; of-icompetitionl .won woxl- winoy owWd prilil
i{1The need! for;an AEUS;t.or the ude of alterhatives (such asd
the high cost fund or universall services{ fund)i willibe detexiined ©75

by the,level:of:rates. (o Even:though» thé! parties argued thé! merits
of;the; ABUS,in,the;revenue requirements pb¥tion of thuse [q4s o1iupsT
progeedings,; it was;aleo; arguedrdurifiy the rate’ desigiiPhasels I Wgfoes
will defer ougxdiscuasion ofathe;AEUS,tb.the'raté‘desigh Portich !t
af3-[i3nu 1ibsunruz ¥o gopisrfdrIus
.bsgnsrﬁo ‘{[Jnsnsf;nsq don o1s asvisassdd aosist sdi ,noed3d [iiaU . (¥
vipasosen asd salwiodlo ton bluow 3iboirdiuye 10 spisdorua A 5 31




A.93-12-005 et al. ALJI/BWM/bwg * + pwl\#da\TIA L in

5.2.9 Posat Retirement Benefits:OhLher:Thanlpénsiond isinorqsil 0r0.S.¢
-1 1$UCC and.DRA:agreed toipénsioncandcpénéfitirexpénses in
their jeint testimonyi which-we -find.reasonablérand cadoptipi 15 inosgab
Further, CUGC:.requegted:approval;:for:ratedaking:purpsses rof ‘theb i)
accrual accounting:method:for:CUCC!s coatdiof: post -rativement .aoldsn
benefits other -than pensions<(PBOP),» including both:telephone ‘and «ob
water ;operations;: ;i *DRA objected since :CUCC has failed to ‘comply iov0s
with Commission prerequisites éstablishéd: in:D.92-12:015/(4 6:<GBYC P16
24 499, 532). Specifically, according to DRA, CUCC:has ‘fot bits 25361
established ';qn;ti,ndependgnb‘ftmeb' ffor i¥ecéipt of :PBOP./invéitments,
and has not provided :a(PBOP-ActuarialiReport (for.Commission Yevidi 5S¢
3t CYCC : subsequently withdrew. 'its request ifor: PBOP. fuhd ih“ﬁ’f’ fo
in this;GQRGC:{ CUCC says.-it-intendsjtoxrefldéct' PBOP ‘expenses!{in an *28
annual ,price cap.:filing .onceit.<ig in:compliance ¥ith thelrelavaht!os
ordering paragraphs -of; D(92+12-015.15When in - compliande! with D;92xdo
12-015, DRA.does not: object::to! GUCC:-inoluding PBOP. &xpendeg' im> & DOUD
price cap filing, :and will review .CUCG’s -PBOPI expénse filing:atioiiwe
that .time. » CUGC agrees ;to. provide ‘DRA' supporting: documentation s o3
prior; to.the price cap .filing in.which:PBOP. expenses:are: requestéedio™
1,5 Consistent: with the. parties’s agreement;: we' authorize cucd»
to apply. for, PBOP. expense. récovery: in* a: futuretprice’ cap> filingi L
We make no .determination here;s hoWever,: whethe¥ PBOP. ekpen&ées aretlad
properly included: as, a: Wz factor: adjustment or éther:elément of 02T}
the price; cap adjustment formula.:''Rather;iif:'eventuallyi¥équested
by CUCC,;.at: that time: we:willr determiné: whether:; PBOPiexpenges> fcndnsd
should, be 'xecovered byia, price’ cap>adjustment;oahd:the’amdbuhtrdfieecq
the adjustment.,- CUCC!s; showing: mustjo ats at minimum,;{ démonstrateriH sd
CUCC's compliance: with{D.92-12{015; justify:the>ambdbunt)oflrecdvery;op
and explain whether this qualifies;ascas¥z¥rfactor:adjustméhtrdrrobriu
other reagonable,price,cap formylasadjustment: 22UD torfdiol
a'ASd dootox ow ,zesloddyovel . Iszcqotq 2'ARU dJanisps Jnsnupiss
ot3ebasr oot
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5.2.10 PepreciationiandaInfrastrigturgtioanti fucsoriios jeod €800
i »o:.CUCG.and DRA-preséenteédnjoint testimonyréeommetiding
depreciation xates and 'expenses. i:/Therrecdomnendedcrates 'adedlérzEeil!
the depreciation in several-important-categoriesicineluding cappertsi
cables, g¢omputers, and digital:eleétiénic swit'chespiiThe>206 (Firtovs
depreciation expenses areibased oné&n“éxpectationsthat 'CUCe willowod
accelerate-its investment' ininew:technology.fc WECE ind:y¥éasonable > Inw
and -adopt. ;the :joint :xecomnenidations of- CUCG:and DRACon“dépregiation™
rates and expensgses:iun LATU o) pnihiooos (gIieniYiuogl L (§F2 (BRD bg
2 3as: DRAaleo recommends -an additionallispecialramortizatidavof >
$2.0, million per yearin sixinvestment./cateédoridsb{digitavn and buo
electrongc switching,;.other radio:fdcilities v¢frcuits (éqiipment,
aerial metallic;cableyi unde¥ground metallic ‘cable, TAWd bufigaairdi ai
metallic .cable) (31 DRA.offers:this special:amortizatiosn “ovéx and runus
above: recommended. depreciationiirates fag ‘a (furthler rilicentive fox 1210
CUCC to; improve its.digital>swit’ching: base with new improvéd  <f0-SI
switching; technology, s While CUCC-contends ‘that lite systen ig ‘amdhgd
the most: modern: ir» the state, *.CUCC h'a'S'a‘flon'g 'way‘lrfo ’“{'fé"to flil'ly Jads

adﬂi,t_.lonalxrin,vestmen_trrelated, to: the: speoiall an‘xbrtimal:ior\,) cuce
will have avdifficulttimerrealizing: the: benefite ‘ofi‘Synchronous!s <
Optical Network: (SONET);{Integrated:Services DigitaliNetWork: o#sm oF
(ISDN), or.the.Switched>MultimegabitcData! Service f(SMps)iont yirouyoryg
. s=»u« DRAr Yecommends: that» CUCC's .rate of investment 4 new a =dd
technology:be:monitored;< and: the: spetiall amortization’ be! subjest’ to'd
possible: future:;disallowancei~: I£s disallowed,s DRA fsays’ CUCC ‘shoula e
be directed:to:file-an’advicelletter: impleméhtiﬁb’“é’ surgreditsibs o’
generating($2:0smillioniperl year, whether at thititife’ 'C'U'CC"ib 21UDUD
understraditionalsorsincentives regulativhiup 2id3 isdisdw nislgre bns
Neither CUCC nor:anysother!party offer> evidehéerdrost waitio
argument against DRA's proposal. Nevertheless, we reject DRA's
recommendation.
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o o J;DepreoiationrratésnforrteIGCmeUhfbéfiﬁhﬁTﬁtilfEies have
been set; periodically. in auprocess: called teprebcription. .’ » cyter g
represoxiption requests -haveiembodied: prodises ot iapid’ trahdltidant®
to advanced:technology.sJ Despite:thé .incehtives: we> have plbvided by
shorter; plant f1ives .for: the: authorizéd represcriptidhs? wa ar&ndivib
disappointed. with-CUCC!siprogress:andibeliever cucc has woreltet11ib
accomplish: to: fulfills its’ promisesivoHet haveinoravidéenss Ehét tha
depréojation rates in: the: authorized! repreacriptions have WYTECRERN
insufficient or the cause of any lack of progress. WNeithe¥ Wbiid o2
lack of earnings:appear>torhave¢béentadcontiaining’ factor?
particularly;in light:ofoCUCC!s:testimony that it diga: hot(aﬁﬁliqfogt
CHCF money,; after,the fieansstegt wastinitiatdd,iti Jnorpbup 1o szoasi

DRAJremaingahopefuluthatdCUCGlaJéurrént!préﬁleé?6f53i31°“5
technologicaloimpyovément willebeifulfilled?sowédrard Ighiagdediyo?inom
hOpefu}vasiUellguandsthinkJthé}reductiénsﬁiﬁﬁﬁlaﬁEﬂliOéﬁ?adﬁﬁﬁedBOdj
herngJarg;gongistentuwith3CUCC£s£ongoing:pf6misé$Ginéaédaitional
incentive ig needed:(:1 hiucidn 2OUD ((£1 HBSDUID £€ ,LE0-01-v&,d) ~AH

1o [avMoxeover; DRA{simonitoriﬁg3rebomﬂendéﬁ16nfiércontféf?5669b
ourpintended regulation:;under thé NRF1o DRA"sUggésts ‘raviéw '6f 2o 1asb
CUCC's future- investment:-toverify:that:CUCC'g-ratd -6f {hvesdtment 52¥
in new;teqhnology-under NRFiis-gréater thanswould-havé &6E6HEredivoiy
under rate-of cxéeturn regqulationsH Determininig:what iW6uld have ‘bd&nis
the investment ipath underirate:of return-régulation ‘comparéd ts fiiw
that under NRF would:be:difficultiandrcontroversialii Weé d6 Mst T Y6
currently contemplate this:type:ofireviewwithepsténtialuasos Ff.S.¢2
disallowances iundercprice:dap:regulationy .. We "aré notrconvinced
that ;the :inoremental cbenefits of 'this type of incentive isystemn Gy oxd
top of NRF justifyijthe<regulatory birdens;v Hor that (thig rscHema’ IO
would in any other way add value to our existing NRR<Yedulatiowt -2
While-we dq;npqiﬁorecloseatheipqssibiiit9 that (NRF ‘Yegulition may
result rin reasonahleness reviews<and fdiddalldWardes, e A¥e Hopoh 15
prepared here to-dnitiate :DRA!s proposal:cwith Wespest! td prdhe2Gipe.d
general or:forigixspecific plant' categoriesg. ey il [1ovootod .DIUD
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et aot The: pyoposed, deoision recommended. that: tontinudtion of
the, spepial amortization,be,dependent: upen: QUCG ful £11Ving! the: itood
expectation, of; accelerated inyestiient - insnew toachnology’ rathey: tHER
some ox; all,of,the.$2,90.million being: diverted to stbokhdlder:vire o1
dividends or other;expenses.: Thiscdéterminatioh would similariy b
difficult.and contyoversjals-iWe:are:againinotrddnvinced that> thetip
incremental regulatory burdeéen:would:add-value’ to’ oul’ NRF! structures
Therefore( we xeject the,specialhamortization!and 4ts regulatoryiob
conditionsg.i4io  .ozoipoiq 1o dosl wus 10 smuss odld 1o Jneisillueni
Competitioniwillieventually.prévider CUCO:; alkitheso lo Hdosl
incentive;it needs to make wise:investmentddecisions.tiwel need hdtsa
impose our judgment in, thesneéar:term bysprovidingfaceceldrated>? 40HD

amortization.for gix particulariinvestmént:categoriestwith

monitoring;and,thesthreatcofidisallowanées tRather;qcUcEswill! maka>d
those decligiongiundersNRFR:as:itisees:fititdkdnainscompetitivéIsqord
TsnorriConsigtent with ouriregulation of JPacBellzand >GTECS unidaio
NRP (D.89-10-031, 33 CPUC24d 43), CUCC should file“ahzannnaleviaoonsi

depregiation.application-by June:30.of ieach:yéae for-apprdéval of
deprecjation.rates:to become effeotive Jahuaryslrofuthe follewingruo

year, . . If.CUGC:ibelievesa'its requestéd:depreciationcrates fail e300

provide adequate;compensation andrincentiva) CUCC:imay-4pply>foyou al
special .amortization:in itsiannual deprédidtion applicationisiagebnu
with anyjapplication,GUCC .carries thecburdenfof proof;:indladingod?

hooiOur adopted test year 1995 :results: df coperationgratolisaib

present.xates-is _shown in Appendix .Clo Adiddoptedratpresent ratdss?
CUCC willi.earpn an oOverall ratefof<returnfof>12¢19%v2idaui 44 o ol
6. w_R latory Pramework sio o3 oulsv bbs yew rorfdo vits it bivow

& 110.CUCG applies for future regulation:uridercSurNRFP (P& 1d¥
NRF decigions, see D.89510-031,:533 CPUG2d 43 (1989)§iDi94<06:011/fuzox
D.94r,097065. ),3 No paxty ;opposes (the ccondépt <of. INRF fregﬂléﬁibﬁfféﬁQI‘!

CUCC. Moreover, the partiescagree that«(the 'NRR(for: 'CUCC shculd -be& 2L ,

+
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consistent with:that’adopted:fSr- PadBelli'alid GTEC;’7and ‘they  agreb 1
on nearly rall. elements ‘of ‘the NRR prodram.ittise Yo aist [et1ovo e
For example, CUCC and DRA agree that the pritsiehjpie <€.9
forxmula. should be ‘ds:adoptdd- i 'D.89+10-031}5 tHe! fnfldbiSh index
should ‘be .the gross: domestic' product: price’ indek’, ‘atid 'the!tkogehoua!
(72").. factors.should: be:the nine! identified’ and: adoptead! iy Dotiupot
D.94-06-011. ~-They.cagrée thdts the: staktrup revenue déquiréhante oxie
should be the test yearl 1995 fevenue! réquirement: adopted: hereinione
I1f there is sharing, CUCC and DRA agree on the eldhthts":9
of .the! sharing .mechanism:: ztHes benchmark>ratetof ‘Yeturi ’dhould be
150 basisi points above:the maxket: rate of/retutn) thes def1ifiy katdin
of ‘returni'should!be 500" Bitils poihts abdve thel markéetofaterofiqo Asrl
return, and the floor rate of return)should ba?325 basis> poihtat att
below. the: markebi rate: of<rYeturni ./Théiparties>agréas that>100% of
the return: in:.excess;of>thetceiling rate>of:réturalshouldibe. itofines
returned to ratepayers. They agree that shareabl¥ 2arningd!shanld s
be calculated as provided in D.89-10-031. CUCC:and!{DRA agreé«bn .3
the trigger:nechanism’ for review’ of{the!market raté of réturn. )
Except  for treatmenti of thé ARUS,S thelparties. agred’thatIcate§bry =4
I, II, and!III services:should>be defined!as>adopted:in:D:89210:031/
and D.94-09:065:9« The' parties. alsoragieeithat” imputatidbn’standards;®
pricing flexibility,’costing methéds;’ and:unbundling>shonld bazic ol
consistent with prior decisions. £l g Laomiie (I10-230-0€.3U)
=13 < AT&T)} recommiends againstiour' reciting the’antiré "NRF
program® for CUCCiinithis decisionifiiWe agreel - To61avoid confasion s
and:possiblérintroduction~of ferrorsyiWerdo(ndt réstatdithd’lexibting!
requirements:onrall NRF issues.iiRatherjowe?adopt=for{cUte thé rnidw
framework already established for PacBell and GTEC:°iWesaddirégs2o71ss
only.'thoseaitemsjwhi'chzﬁeedifurther-‘:diséﬁssiénif=6i‘ about<which the
partiessdisagfeeir od3 svods alinieq eiard I{ ylino 10 ,$03.3 2w deel
6.13cMarket Rate. ofvReturnoppttld ad2 pvuidovul  .-1uo00 Jdpinm 1oppid
1563 lo 1While>thespartiedidiffer.ion.theiriratevofaretiirnsoy-0€ o3l
recommendations;itheys;agreé:thatsithe-markét3draté-dfiretarnshduldiss
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be thg,overall, rate;of xeturn .adopted héreinis We iagres:s We adopt:
an overall rate of return, and marketirate ‘of :return,» of:975%,n 1o
6.2 mmliM(; A3 3eds aotens ARA bos TOUD (oflagaaxe tod

Lot QUCC. and DRA: agree to ‘a reducéd apd modified monitoringol
requirement,;given their concerns.that;the monitoring reports bluods
required Qf;Rﬁ?B?ll}dﬂd,GTECﬁkould be: onexdus f£6xia:company-:the s ™)
size of,CUCC.,We £ind reasonable.and adopt :the:parties' joinv -te.d
recommendation;as; summarized,in. Attachment: Doy tfast ol ad Bluoda
6.3, 1ABUS 5 od3 1o soaps AU bies D2UD G piabtyede 2@ oswodd X1

ol B Io.FYCC: recommends, Commiggion(adoption: of::an-ARUS ;c.withithe ©
AEYS; included, ag(a Category.d service{for :treatment under;the NRF.:!
DRA opposges;the;use.of;an AEUS, » Ifran ARUS{is adoptedy DRAvopposes’

10 ooNerrxrejeck,use.of: anjAEUS, as:werexplainiintalsubseguentiod
section.;{ABUS,categorizationiis thereforeinotsan:issuerdinioukst ady
adopted .NRF; fOr; CUCCisaseda ted? votns yodT . 2royegaltsy o bonitudex
6.4 ziw_m_isﬁ‘t‘ﬂ LIED-010-938.0 it babivora as PFodsfuslss od

w1 The parties agree;:toithe;trigger mechanism’adopted> for «iJ
PacBell.in;D;94:0635011 .50 (Triqp+i18371)4 The trigger’methanism!is:xd
intended:to;alert,the, Comminaion:to longstérm: changes in” thes .11 T
econpemy,;0r; telecomnunicationssyindustiy. o Ifrtriggered;s ther-s¢. a4 hin
Commisgiop;may.considerimodifying-the.maxket:rate;ofi kéturit nrioiiq
(D.94-06-011, mimeo. p. 133.} | ansiaiseh robudg f3iw Jaolzioand
wq;Wesadopt- the-parties’rjointirecomnendation: to use the
same trigger mechanism for:CUCC;that-we:use forsPacBelll «This ipoiq
includeg-theiPhase 11 30:year:Treasury:bond:irate rof17199%-againgtois
which the 150:basis:point-.moyement:in. actual and forecast:bondtimpsi
rates_are:measured;ito bns [fogasd ol beorelldnizo ybsouls Atowamaitl
ais dAnidWesnote thagithe:30syear:Treadurysbond: ratesont Junefl,vfro
1995 was 6.60%, or only 11 basis points above the lévelvwhére:thérsq
trigger might occur. Invoking the trigger,thowéver,orequirésiboth.d
the 30-year:Treasury-bond:rate,nand>thé>thréesyeariforécdst of that
rate;, to:-be :ab.oribelow:6:49%: forfatiléaststhree>éonsecutiveomaodey
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months,i:~While:wérare:adoptingrarsthemerin whi¢h: the triggder:mightss
occuriisoon;ssye ;think-doing:soxissréasonable! for:thda-sanef redasons wWé v
declined to adjust the trigger in D{94£067011%2.GThat {is;:changings:"
the (7.99% :to the1¢éurrentsrate-for:ithe.itrigger ime¢hanismn would

redu¢é-the:balanced sensitivity. that we:initially-introduced intossin
the :mechanism;.;:andiwvhichiwe-segkchére:ir{Alsojrithe ildowerrrate: wouldin
skew theitriggér because:futurésdeclines-iniTreasurysrates may orcds
may:not-bes;substantials>T6:1owey sthe(trigger iwould feanuvitawouldian
be unlikely.torbentrippedion-thezdownside-except:duringcthe mosti=riad
catastrophic ofomarketschanges:- 1:(D:944062011 jifnimeoicpss552) anniaih
Moreover; wetdoinotiintend;toireset the:=trigger by:followinguc:-iizo
interestsrate movementsiiniflock step;¥sjust as)we¢idoinotidogthat as
in setting:thetovéralloratesofareturn: ,(S¢te:discussionzaboveronniin
the cost of capital.) .does anruzal odd bus ofdiancg o

viOnithérothér hand;ntheitrigger:nriechanism>issintended to

provide-us an:oppdrtunity-tosreconsidér and potentiallyireduce:thepns
adopted market.rate;dfsretorn.;nForsthés>reasons:stated in-ourrrate-d
of return discusgsion;, we aré:confident thatiourjadopted rate of:lisn
return of 9.75% is:fair,-reasonable; >and:equitableforitest yeéar:aqgo
1995: :Should-thé:trigger. be:tripped}:however; werareipreparedito ;xo

reconsidér: the>markeétf rate:iof réturn:atihthatitime.on od1 nuonns srasn
6.5::8haringsitsdn {vups ,2i Jadi .DDUD oF astiqas DA boe [(ofosd

The originaliNRF:structure;provided;for;shareholdersacassy
retentionrof allrearnings between-the:market rate:offreturnjand:the;
benchmark: rate>of réturny>;EBarnings between;theibenchmarxk:andis :isoe
ceiling rates: of;return:wére;shared;equallybetween:gshareholders, ad
and ratepayers. Earnings above the ceilingirate;ofxreturn;werérs;xs
returned: torratepayersi sid1 usowiaed prniveids [sups Jqobs oW

22 bon Asi arresults of: ouryadopting: assettlement,; gharing hasinis:
been’ eliminated: betweeh>the bénchmarkrand:ceiling; rates ofarefurnin:
fory.GTECt3o:(D; 93+09:038¢) hPacBellss:sharing formula-wasialgosoiqobs
changed as part{ofiPacBell’'s’ fiyst;NRFireview;oshile equal: sharing)
remains between the benchmark and ceiling rates of reéturn, PacBell -
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earnings:above .the ceilingnrate-dfareturniare-now:alsosshavred,=2with+
70% retained:by-shareholdersrand:30%:xreturped:-to“ratépayers- {the oo
“revetsert'aper'l).*E:-i(D.94£063011‘2)'n i tonpiid oid Jaii{bs od Foalfuesh
(1 CUCC: originally. sdughtithe RnewiGTECi1sharing iformulal. ' noiy
sharing betwéen ithe.marketrand- ceilingirataes:of:returnf (withtallnboy
earnings:retained‘by.‘shareh6lders) fard:compléteéisharing -of:redrnings;
above the ceiling:ratezéfntéturhi(withTali}earningé aboveé:the{d iodn
ceiling-returned té:ratepayérs)<iiiCUCCobelieves:sharing ‘betweénithes
benchmark-andicéiling perpetihates:manytofothejdisadvdantages:and v od
disinceritives ofctraditionalorate df returniregulationz o>Inifurther>
testimony,ihowévar,/JCUCQ:8ays>it 1s:notcopposeditorsharing as>long M
as thé.productivity~(8x")zfactor>in the(NRFiformulasis sétrateanriat
attainableilevelzarotherwise, according>toiCUCC]ssharingiwillinot nt
be possible and the issue moot. : (.{s3iugsm 1o ja03 2143
w4 LeLinDRAtreéomméndd-thersaméisharing’ formuldioriginally
adopted >forPa¢Bellnand GTEC (iLé:y-equal!sharing:between the>bivoiq
benchrark-and cefling ratesrof.ireturn;.alljearningssovérithe i:nzgehs
ceiling paid to’ratepayers)| s DRA"sAys >that as CUCC:begins n1isist 1o
operations-underINRFinéither CUCCidrithes>Commission have: ic auadtox
expeiianceoriinformation’ specificitorCUCC.s>DRATbelieves that the?!
same reason the Commigsioniadépteds the original!NRFE: formula:forionox
PacBell and GTEC applies to CUCC. That is, equal sharing:provides d
reasonable{proteétionitorratepayers!if:the!NRF: formula is’

inadécurate; 'whiléostill maintainingistréng dncentivest for:CUCCItolos
seek effieiéneiédsi= iDRATpoints:éutrthats CUCC!sssharing formula- éan:d
be changédiat-its fivatINRF review ififurther:informationiand:iilioo
experienceisupportrar*¢hangerfion =43 aveds zuninisd  (eroyngoint bns
We adopt equal sharing between the benchmark:; and! deilings:

rates'of return; with-allltearnings!abover the! ceilingi returned to
ratepayersio Thisgtisiconsistentiwith thé ofriginall sharing: foxinulared
adopted>insDig89-10+0311 niItrihs: recoméndéd by: DRA’anad’ aéceptEd byiol
cuct:u(éasﬁmmg theiproductivitylifastol! is' attainable)lisq 25 bopasido
f{0od089 ,a1tudst Yo a2sist pitilion bus Xtevdoisd odld nsowisd anicaox
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:v . » abrRegarding:the attainability of :the productivity fagtey o7
we point out that we have specifically rejected the propdsal -tohs oW
develop company-specific productivity factors, and have héld 'that 3.9
the framewoxk's:productivity:factor: shouldibe outsidd thd' utility's
contyol. ;;-The .productivity factor 4s rdedigned to measu¥e -tha! cintisin
prod\u.ct:,i\ti_ty,;o;f}.the :teléecommunications industry compared té that! Gf!s
the .economy-ag:a :wholed v (D:89-10<031,» 33:'CPUC2d: '43,7:136',°:153,. 18710
(1989); D.94-06-011, mimeo. pp. 21, 30’0 31,i37v)0.Thi®Provides v hos
strong. iincentives fox,efficient.:operationgDUd o3 pribiodoa ‘
15y Whileuwe récognize: that' (there' may-berdifferenced aniohgrf 1
. local exchange.:caxriersin thesamount: of:attainable productivity’ bis
improvements ) and reaching -a-productivityigoal based on’an'ekternalie
independent :measure ifray: be: more, diffidulty£8Y somd” companies thhhixH)
others;, we.continue .to rejecticompanyrspecific produdtivity qrirxo 109
factorsd Rather, to. the extent:there may.be ‘diffeYences {n/theibai
range of; realistic productivity -improvementsio/we see a wells! Jugiuo
crafted ;sharing qiechanism. as:.providing: protection: in'.this’ area.r:s3ss
{33 CPUC2d .43,,:1137):{-Therefore, attainability; dust- barunderstoodisiis
in the context: of -industry-wide,/ not company-specificysproductibity:s
factors..1 vino beiooltor od Jawa alnssidsyths 23st causdsd paibisaab
{ Just;as;we .réasoned:when we: adédpted;thelfirstrsharing Josxs
formula, the,sharing: formula:adopted: herejprovideés: ajpdwerful -

incentive fox; CUCC -to ‘achieve alls possiblereffibdiencliessthile.»lgisxo
protecting. ratepayers if>the;priceiformulatiis>not calibratedrod fniol
perfeatly. - A8, we; have: for: PacBell. andiGTEC; weiwlll-consider.o:i vrsa
modifications: to: the' sharing;formula:during,sCUCQArs: first NRFoawoy .e2v
reviey. s At: that: time: CUCCs cans provide:data:on -its:éxperiencé. thdersq
NRP and-other information: for:ouriréview: zspsiniv lo asxaldotg ot sub
6.6 Productivity Factoric-:soslrox ni balsmiides od Jura Xooda [sdigsd
.2 1The parties; recommendidifferént:productivity(Ix9)s .20ulsv
factors. The "x" factoxr consists of a telecommunications>industryoos

totalsr factors productivitysgrowths ratesreduced: bys thes ecoOndhy-wide
product iyij;mgrput,h) rate: plus>astretch factori sCUCOiand>Rogevilléss
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Telephone, Company,-{Roseville)t«recomrend i2.0%. o DRAIY&comménds 4.7%.
He adopt 4.:0¥01q oy botnopoy ylisniliosge aurd ow 2rdt tao taiog ow
6.6.1 i CUCC{ oveed brn ,neeins) ywiiviioubotq oilivege-yuegzod gofavab

v 31 L1 CUCE did :noty conduct rits cown “study ‘of iproductivity; el ori3
stating that 4t:is costly.and :there are:Both ‘data'éollecstion -ang Jio»
analysig difficulties. s-Rather, :CUCC" reviewed 'studies Jprapareq: binq
others., : Those studieés-estimate productivity factors 'between 1;ag oiJ
and 7.1%.:vCUCC. xecomnends, 2.0%%£ (< .qq .osaba (JI10-30-iv.d s {eger)

According to CUCC,ithe concept: of Productivityris gimpleén’s

it is the differenc‘e' !betweenr the .dollar- wei’ghted"chang‘e' HE output
eta.l:es)tl:h_abn,!'empirical tneagu_remenbds very icomplex dnd demahding.-'f£~ ol
(Exhibit 21, page, 32v): CUCC: identifies many: such ‘complexitidgoqobnt
Por exampleji-indices:of;output: and inputs: must be ‘developeds Thed3o
indicesi{must be>adjusted -for; price:.thahges.» :Ih' gohé ‘caged! the' 10108}
output index: (i.ey; -revenues) must;be ‘adjusted  for .chandes in ¢ 2pI6Y
rates,;. settlements’ and: taxes: sotHat’those: chahges do ‘notisligdest a'>
change:; inr output+-and: therefére' productivity-iwhen hone ‘had:S$oU3D) ££)
actually.occurred.ti-According to CUCC this; step is particularly'? i
demanding because rate adjustments must be reflected only for -theiy:}
exact time:;period of:applicability.rd:(Exhibit» 21}/ page''40i)

i Development:of> input::irndices: are’ nodessi complexl? Foy10d
example,swhile:it;might! seem” that>labor is& Yéadily wedsurable’ afiovni
total hours:workéd, according:to>CUCC rye:ight needito Xnow! how 2o1q
many hours>are:impltable tolmanagemeht! verses' non-management;! blderod
vs. younger; experienceédrvsii inexperientedjietdn > (Bxhibiti 213t3ibom
page:42.)-nCUCC;states that!mieasuringicapitiliatock’ is difficultrivay
due to problems of vintages and:-changingiprice’ levelsii Mok&over; 54
capital stock must be estimated in replacement>tost N hotibugknd 3.3
values, and:depreciation:imustibertxeated:on>ant econdmic bisis,
accordingito:CUCCsninummooofo) 5 lo elalenod rodonl “x" od¥ .at03o51

abiw-v.CUCC> sayésa¢ simplers approachimeasurel’ thesdifferentihlliodod
rate[ofsprice:changes betweeh the:télecommhinications dndustyy: dndog
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the.egonony;iandiattributes-thecdifferencecto produbtivity. o fdycgoaod
observes;that ieven-for this simplefapproadh;robtainingad iddax of t
telecommunications pricesrin terms: relevant td (LECS(fay -not: bes €L
easy."; - (Exhibjit:.21, fpage 35¢) FAnothér sapproachridentifiéd by cucad
is; that;:of . econometric modelind; whérein productivity growth iigir oD
measured .bythg:cqeffi¢ients of statistically-estimated dostsyg-on oI
functions{;:-. ot rieaaod L {ODUD 10l bsiasualqaot ed [liw golisiupss
. 2oaizIn:making its-recommendation,! CUCCispecifically Yejeadtsorq
applicabilityiof:thec4d.5% iproductivity factoradopted 2for Pagific bns
Bell and GTEC in 1989 (D.89-10-031). CUCC argues that:thaiditat.o.9
used o _develop.the 4¢5% is atfléast -six yedfs!61ld ard norlonger
relevanteubni 2aotisotnusionsfod odd yiijnoebi vielsreqoa o3 efis) JI
6.6.2 DRAvouhosq sbiv-yronodse oild 03 botigron 1o3osl yItviisuboiq
i1 DRA:conducted a studyrbased orirdatd:£rYom:CUGC,'Rogeville sl
and contel of California.(Contél)aqCUCCiandiRosevillé critigize oo
the DRA study..fox:ithe 'game - xeasons «that:«CUCC state€s productivity {ont
studies are-difficylt.;and .complex.in-Acéordirg to'.cucad adds ©¢8¢f dtod
Roseville, DRA.measured ‘outputs :and-inputs- incorrectly;l deflated'11ih
revenues incorrectly, failed to take accouht rof::gignificanti‘changes >
during the course of the study period:(e:g.; utilities ‘exiting thé 1o
settlements pool);,;;andfailed:to.take acéount (of ‘known»future
changes ;(e ngfl'.ﬂidl’,edl,l.éed ;_tpl'l ‘rates ‘upder -IRD)..xs Among fothex{ thihgd) =i
revenues -improperly :include:Universal» Service Finds rcapital stook ot
is not .converted frombook: to.replacement :value,1 and ta¥ effectssiloh
are not:neutralized, .according to ,CUCG and Roseville.t ouitqg 1302000
6.6.3 Rosgeville-and the Stxetch Pactor iiiits ol2ib arl bs_p'nm{:n xobni
£¢r) Roseville -believes: the.DRA: study isiunreliablerasitherdrniog
basis for any .copnclusiorn.on:productiyity.(rnRoseVille asBerts” thHaltDU4dd
CUCC has .appxopxiately,balanced: the: relevantyconceérns! in arriving:3ai
at its 2% recommendation;l.which! Rosevillé; supportstn biis notisivetqeb
Furthexr-/HRoseville recommends)the Commissidh> HStladbpt>aius
stretch factoriin:the productivity;offsets for CUCQ;t 0¥ 04 £ iddbpted;od
it be eliminated as soon as local competition is authorized.
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Roseville contendsithatccompetivionipreégentdiaiorusiblrdifferendecid
in. xegulation;betuween-oux first:adoptién ofs stretehofdetpreiproado
1989 and now. vy Roseville pointdg-out thatnintraLATA-ecompatitioncooliod
became.effegtive January (141995, and Both theoledisldturs“dnd" 269
Commigsion.are committed:.to opening allitelecommunications markéts®!
to competition: no-latexr tHan Jaruary 1 1997 t{dndcysari'dftériNRpases
regulation will be implemented for CUCC). Competition willefow /onul
provide jall the ~incentive -an LEC/neéds -to:beconé morerefficient,
and.a gtretch:factoriis not:needéd, -acéording .to<Rosdvillé/ tdsoilyn
6.6.4 Discussioni zoupss OOUD . (L£0-01-€8.d) €8€I i DATD bine if{ed
opno We ;xeject. [CUCOY s \recommended 2. 0% productivitycfabror, boay
It fails to separately identify the telecommunications industryvoliox
productivity factor compared to the economy-wide productivity <£.3.2
factor,;:leavinglus-littlesinformation wipon which:térassdss the
components :in. determiningtheproper ifactsr. 5/A186, 110 £f4i1s t6O bns
include -a stretch:factor DTMoreoVer i we ‘specifically donéluded “fh ol
both 1989 and 1994 that (2% lunderestimates :thesloXg<rin Productivitye
differential, between the telecomminications<irnidustry -arfdCthe [fivozod
economy, expe cted ;under: ;either-traditional:raté of return:regqulation
or NRF.1i{D:94-06-011,imimeo s ppo 40=1:Pwriz i) Yo curues od3 pnlub
sy Heragree: with CUCC-thatiicondudting productivity fstudies Joz
is difficult:and complex.((Development:of ‘Anputand output “indides o
requires care(and :judgment,s ad. does :the!selection and Use of Pprice s’
deflators.:» For; éxample;(-as we noted::inD.89<10+031, fusingithe Jor at
consumer price index ‘rather.thanithe: gross nationdl: producPipride o215
index changed the differentialicgrowth':rate'reslltby 82 basig’ €£.9.9
points,iproducing arsignifidant: change! from:1.70% :to /2:52%. (33
CPUC2d143,5155:) s Additional -complexities :andijudaments ‘ave 101 sizad
introduced in: the, development ofc repldcement: costs,s économic ard DOUD
depreciation and other,yariables -invthe ahalysiswshiThe ginpley 8t 15
approagh: CUCGr oites: still réquires userof: priceihdicestsud
Econometiric: modelingiito determiner productivity; ‘as! withithe othwetos 3=
.boxivordius ai neldtlegsod Isnol as rcoa 2s holdpaimlila od 3t

—_—
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approaches;vrequires¢éonsiderable judgméntainiselectinginputszandos
interpreting:ther resultsisiosqab bheovearoni ad) (oxcyreddvud  (arnny
cutvorqWhilel wes considerfallother informationprovidediby 1QUCE 1ol
we assess;it:in theicontext:ofithejcompléexities>and:difficultigssviii
inherent;Wwithtall productivity: studies: (CUCCiprésénts->notévidenca«a
that:the; studies:uponiwhichrit:¥elies-doinot'suffer>fyom the.same-of
complexities and difficultiegic::Moreover,(some~of the:studiédst 5 ai
relied ‘ont by CUCC: medfure productivity: forajustsonelutility. We
give:ithese studiestlittle-weightiOUWerhaverclelfly stated/thatithes?
productivity’ factor mustibé industry-widesunot cdmpanyispecificii ns
1o 2 Wesdisagree» with/CUCC? strejection>dfitherapplicability:ofa
the 415%{préductivity factor foriPa¢Bellsand GTEGiadépted4nni1989upo
becausé: of>the:vintage:of theirdataiyMore>¥ecentisdatazduringsthertonit
NRF review: showedithat: long»run: productivitysgrowthdratesiarernivion
increasing.t (D.94~06:011}>mikieos pi 413)osInsfactjowesrincrédsed:sat
the productivity factor to 5.0% for PacBell and GTEC in the NRF{uvost
revieW: baséd On'‘that! more: Yecents dataa‘..@q The:vintage:6f the data
doesA-f\obi‘w'eig'h-'-agéins!s) the: 4:5%: result in‘dight ofithetlatey .vyihuia
information.>; =zouwvolag s ¢ radoun 20 i do seu 2'AAG o3 solreque nand
Jrii) CUCCrar§ues!that: its:productivity: factorsshouldibeilessisi
than: 41 5% becausei CUCC({ has! already:secured manys productivity gainsia
For example;!{ CUCC'!g: systemwis:co‘m;'aletelyfdiéitahiz andiCUCCrhasyz worl
already; significantly. reduced:its: numbeéer:of!émployeés;s according,tos
CUCC.> J.He: are not! persuaded: , By: CUCC’s: own» testimony;s CUCC:y Jugiuo
productivity will:increase from:»furthef:deployment:of fiberloptics;qg
centralization’of-administrative! sexvices} YTarget::Excellencels o1
training, and process reengineering to elimiriaterunnecessary stépsiu
and Yestricture: workwi Algo, .the:-full>benefits: of:thersros
ad3 priniosdsh 10} noyuy batist od Jornsn ybuda 2'AHA 3sd) Jaﬁl

oy wnaeorg Aaoidefupsy ovidieosii s ni teoello yItviinuboug

8 2 while 'DC-933='0':’9‘)-; OBBéadopte'dI a zsérigs} ofi( produot:ivity_l:faptgi‘s‘: forH

GTEC, they are adjusted ag set forth in paragrar of Appendix A .

to D.93-09-038 to yield the ‘shm ’o‘iég?ng"’ aidHi:’%édP’tlai’“pabB 117 fptavona
D.94-06-011.
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acquisition/reorganizationiwill be réalized:only:oven:severalrnosqgan .

. years. Furthermore, the increased depreciationrrates!authorizedrini
herein.provide CUGC; ;withiresourtesto! make productivity-improving
inveastmentsiiiTherefore;sCUCC;is positioned;to:enjoy dhncreases:dn osw
productivity..consistent with theiindustry(i 1Morecimportantly;iuotadni
however, -we reject:CUCC!'s arguments bechuse: éuriproductivity: factor
is a reflection 6f industry,:not:company,iproductivity: nailtixolgaon

W .yCUCCralsorargues:thatiéstablishing: CUCC!s) productivity (o1
factor ;above:2:0% willoincrease:CUCC!&> financiall risk>and requirerip
an increéase1in;CUCC!s returnron-equitysi Even:4if true,i CUCQ i1-ufoq
presentsinos-datasonidifferent;capitalystruétures;or;returns on
equityzthat?)wogld;be‘xreq'uired’.qﬂ'wei have nofrecord upon:which.to. <l
incredase:CUCC!ssreturninsMore>importantly; howeygr-;t we> &retnot:yunoad
convinced:bys;CUCO! 8. arguméntiis Becayse; wegﬂestab}.iem anfair: andyx 4y
reasonable>productivityfactor; no additional> financial risk’eesiont
results:! =3 i Vit bne [[=28989 10l $0.J4 os 10135Y yviividoubo'tq «d3
sinh oWe also-recognizeée p%ient?iah difficulties{with .the;DRAivox.
study. Weinotejifor éexample; thatsusing:employee” hours,might-.-have:h
been superior to DRA's use of the number of employees to measure tii .
_—-; labor: inpiti; { asisuggested; by, CUCOi»t We: also. hotey: however, that ,
: neither CUCC:noxhRogeville provide; any:data: upon:which toidetexrming: "
how sensitivéithe:;resultg are’ to:this:measure.¢s Similarly,.we.xo (o4
recognize>possiblerrégulting: errors: when: revenue” changes: (i-. ez~ the:
output measure)voccur: from: gettlements, universaly fund accounts,>or
pastior futiire ratérchanges)whiéh axe not neutralized.: He apply.oiq
the appropriate!weights:'to the> DRA: study,s just: as:we:.do to.the sr1inso
studiés relied>oniby: CUCC:it[o o3 piiyaniatvasss zgstoty bua (pniainsd
Rosevillelrequests: Commission adoptioniof:a:finding: of hus
fact that DRA’s study cannot be relied upon for determining the
productivity offset in an incentive regulation program. We
decline)jgu'st\{ as’werdecline tormake :tl‘iia‘fgame i£inding «foy . _CUCC'S 8 h ,
anchind] B hel bR A 10 B3, L2utEs ap oy, e .
I[U a0-be.d




&1 .raipiAs we have 'saidsin’D.94-062011pgelécting Chgoon 2id SISIE
productivity . factor for .the:price iformula cis hot Man rexder!sivw 2o1ps
sciencei®:i:(Mimeo .« pri31i)I-And, ‘similar td dur i¥easohilig Witheovar
respect :to finanoial models {46 :GPUC2A 319,357 £{1992)) 10 sy ody
productivity stiudies :employed :inrodr.- NRF pro¢eediings a¥e hot o1qIs
determinative and must be tempered with a great deal of judgment'l.?
The studies cannot be relied upon exclusively to developral ‘it V.9
particular prodictivityifdctor,/:but-mdy be hdlpful ‘in 'developing a
range ‘of : Feasonable iValues s 11Whil& Stherstudies ‘are importantand 4is
useful j:sthey may notreflect! all of ‘the rintricdacie¢srof’ the ihdustyy
and .the ‘edonomy ¢ s-Although'‘the: quahtitative sstudies' are objectivelas
the rresults -are rdependent/:uponisubjedtivecinputs. o:seledtion bfra 2
productivity factor for usée {inithe :NRRIfdymula rinvolves'on bluow Prs
considerable juddmeént. =rnsy ooxid tarftoas nf bolsqiniins sy wolvolx

i3 o The r,"x'ﬂf_fact'(')r‘:_is'r.gpmpé's‘ed rof/ three partg? tHe d
telecommuniéations iindustry productivity factoy minus the economy™"’
wide productivity-factor plusia strétch factoxr v Oul Hosti kecentlyit
adopted "x%.:factor:for PacBell ;and GTECJ wad''5/0%,: bdsed on® addingiis
50 -basis ‘points to:therstretch factor: portion’of:thea priors 4.5%: EhE
composite factor. While we have né‘éVidehce'.that :industry:s. noolod
productivity .is now declinirg,» the datan thisproceeding
generally shows ‘the ifirst (factor--industry .productivity>ig. lesg s
than inipfiof:récbrdsjgn1We¥haVé‘hpﬁdatafih this record to''show ViQI!

Cosovimu Laizenitbbs omnodl an doya (npaibsstorg toifio aib srnofalnsbd
453 easleddancy  La2295on oo bie noibdlisqoon Issol (90 ivias

5T Biiple S N Sdda ‘o PESAEHULEY LTI o i 100 "o
D.89+10<031shows various préductivity measliresiranging from 2.0% o
BT Tl OO RS e b I R P R o R g SR
measures rrangingfrom2/0% to,196% o {MimesSDPpp.1:17-36 £)v Thigiorod?
resord shous Wazions produckivicy reasurensnto, Kanoing. fron 1.3k 9,
factor productivity of 4% in the NRF review proceeding
(D.94-06-011, mimeo. p. 27) and 3.7% in this proceeding. DRA

recommended an "x" factor of 5.5% in the NRPF review proceeding and
4.7% in this proceeding.
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He
agree With,‘.BQﬁ,eYille.o;hQrieYﬁr:; .that_cornpetit ion changes wour | inuhoig
assesgment ,of:;the .thixd factox-rthe stretch ifactor oo Cofisideringine
the range of rasults :fromithejistudies in:this:record:arnd the !v2qeot
appropriate .stretchifactor, ‘we: adopt: ‘an -#x" . factorifor CitiZensiofq
4.0%.,. ooyt Yo [sch 2roan o oAdtiw borasyed o tous bias avilanis(nlob
6.7 NRF Review.aH oy ylovieulne nnay boblsw ed tonnss aatbuidn odl

i Eqo -D.89%11 -*0_3.1;311re__cte5_ifPa_c,B'el_l-vgand GTEQ\to:fileq refunids 6q
applications for review of; the NRP. program:noslatericthan:Maycl ppist
1992 .1, Among: othex thingsa -xeview iin threé .years (1992).:was /féund
appropriate, for; consistency with,the. auditirequirements ofPUiCodes
§ 314.5 o Guidance was -provided.on:the-igsuesithat.fgenerally:would3
and would not: be.considered duringthe 1992 review.nrA subsequent iq
review was anticipated in another three years .(1995).ui oldssabienod

D.94-06-011y found that:.the; application processifor the
1992 review took:a substantial amount. of \time:i.We décidedtoonalsy

injitiate. the 1995 :review by an OII:issued« incearly1995.'::This obiw

approach allowed  rapid .identification of::the isdues,:erngageméntofs
the parties,: and :the ability. to.meet our.-regulatory goals for:the0?
telecommunications mayxket.by,1997. overd ew slidd . 1oiond srirogron
He iwill. not: rely 'on aifuture ;CUCC NRF review, ‘howeverj:to,
accomplish‘ou;;telecdmmupipatiéné-regulatory;géalstforaCUCQ by.tonap
1997;«1Rabher;uthatiwill,be;acdomplished:thréhgh:this dedision and
decisions in other proceedings, such as those addressing universal
service, local competition and open access. Nonetheless, NRF
review for Cqu\,RﬂPld b%;?ﬂﬁfﬁﬁ%ﬁ&? inng;ge ygﬁquﬁonsistgﬁp with

oury expectationslunder, e originaltNRR)programsv'For:consistendy a

with, PU Code 7§ YL ehit rewhex‘;!J sdHovS \J) ;&plet Q@}ﬁ‘)é}};gﬁgoii

IJDUrJt( eUOLIBJ 2Woite i It
Therefore, we direct (CUCC:to!file ahtapplidabion -for:NRP:review:by.
eI i 79 e Sy fvsv S0 51

Octobe Jof ‘(1 ;uuﬂyoéaeji"‘eka'é&gslis%e}" g:}fuoj L%Jms 5 (PF&“Otlwd
pitiboosnotg waivat A sm'j (i #3 Yo yiiviiouborq xojob}
A .paibsosorq vidld nt #V.L bns (VS .q .osoim (L10-30-32.Q)
fan paibsosotq woalvesr A9 o) ni #2.2 1o 1026t X" as habiorTodox
Jeithoonotq aid3 i #C.3
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competition in:telecommunications; we.-encouragésCUCOTES Apply £t
changes to NRF which promote that-objectivé{h@qaa .nioysd boeanoaib
Among other things, we will entertain bevisw dffenast .V
productivity (”x”) factor, the benchmark rate of return, monitofirdg"
and xeporting.requirements, the: sharing mecharism,/rand ahy other
adjustments. the:parties believe:shduld be made. . Wacdirect:ICUCE o5
address service;quality.and the extent to:whichi:the NRE méété~eédﬁfd
of our.xegulatory .goals t(33 CPUG2d 43,::923115)1} GUCC'S ApPlicatich?!
should inolude;a-1ist summarizing theé: idsues 'CUCC: propsses ifor o 2d4
review, .and .should rinclude those we ordexiu(iie n;"service ‘Gquality [so
and meeting NRF goals). To expedite identification and:Yimitatibre
of the igsues for;the CUCC proceeding, we direct:the Ppa¥ties to ‘
submit their 1ist of -1ssues by:the olose of .the' protest: period 2103t
(ng,,lsoldays -aftex; the hotice of: bhe'fil1ng'ofhthevapplicatibﬁ'I[“]
first: appears :in the :paily.Calendar)y and -dixect «CUCG t6 Btate VP
its .application .(at. the .end of: its:71ist) our requirement> b the'snd
parties tq¢§i1§;thgir«liﬁtexbyethefend of: the' . protest: peridd,rehsc il
7. Rate Desiqnm‘i ool G4 oy Yo pribasteaabao ot drta Inoed2 teood
Yes .i In this. chapter wei establish the ratess'to récovéy: CUCO'8 G
start up revenue, requirement: and- position CUCC and:itg> Yatepayers tib
for cquq;jg}qnﬂVLﬁhileﬂﬁe‘adOpb)hpndreds.of.differeht rateg;ddsut gl
tariff conditions, and: tariff,padgesjd>we: addressdnly: thelareas of1ilo
disagreement; between; the, parties,s with some:1imited ekecéptiona{rdvtua
Loterd fraotdroased (botioll o no menugowg DDUD (ozlA .2aniviaa

F e ovd et rp
soivien I ocvonadnD ab [{aYdseds sgaevay odd gu odes of SUIA
.dron wolsd

siey Rancgosg A0 o) o noidnoager aoizainod aapity DIUD
10 wWhile we order. CUCE io file its. appli é?Pi SQctober 1y quiesh
1997; néthing herain  prdnibitatcice: trom f ¥liei to Béek
aligngen; ofai;ngRFxgtru tureiwiﬁhrthataofapacsell‘ang;GTECJEhbuldfﬁ
we subsequently make chan to the for PacB nd/or 93 C, toy)
seek"othéf)mbd?fi%&tidﬂg’gUgé Béiiele "ﬁecggséﬁﬁ é gg dé813{8ns
we make.in othexr.proceedings;for tOJSeekrchanges3whichﬁadvaﬂ669“03900
gggggt ttn?r?'*(Iguggso?snﬁogfs?érb (8ppligank SeSi’}’]enEh sPUEden 0f 5 55
Jaon 2YO0U) dsdd noizuloion a'ARU 1o noidos(or sopiyy yivyslimia DDLU
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Whexrethe parties:agreg;.we adopt thelr:common proposdals Ufildsd 170>
discussed herein. App8hdixiB-shows: our adopted fateé T o1 sopnedn
7.1 Methodology:and Cogtg- tio fijw ow (npnidl wodio poeod
7,11, CUCC yriitoy 1o sipt Xra uiniad :‘.;:{J JCtelon {‘:s'") Y tivittouiog
i:o GUCCistates iits-rate:design~is notrbasedionraltradi€isnki®
rate design approach, .such as applying:aipercentagée indreagscegrribs
broad categories of sexvices toimeet: the revenud [requipéient,»aotbbs
Rathex,, CUCG agsexts it.developed &csrate désigh:that incdrporates 1°
the Commisgion's -explicit .policies and:overall: diréctiohplthé bfvoda
reali&iqugf5thg;1nc:gasinglyicompetitiVE madrKetpladaprftbréost s fvoL
and_ the needs (of its customers. siibouyxo o .{alsop UM puilnsy bits
o1 = CUCprtates that»ib strﬁék ‘A baléﬁwé‘ambhgféoﬁﬁéfiﬁg9“J 1o
fully[promgpgionefrate;design objective without uride’ ihiﬁg‘éhothef’
equally, important;objective i Among fits Fecomméndatishis withii that
balance, CUCC;.proposes,basic eXChangé‘éerﬁiCefrhteﬁfbelﬂﬁfifﬁ*ESbth
in order to preserve, universal iservice ‘and affordable Yates} »ol11rq
Consistent with its understanding of the IRD decisionjvcucg. ~isd .V
propoges)rates for, CategoryfII éetbices‘that“afe”ébovﬁ{tﬁg'IOWer of
In foth?Iang ijitBTUnderstandinglof;the COmm1ssion'9‘goa1’Io”3 0%
eliminate,subsidies from ratesysCUCC: proposes! Yemoving theé 7 g7% tis?
SurChargeapn;thl,servicéa=and.the:8.57%1surohérgETdﬁ“iﬁtEhlJﬂ?FQﬁaib
sexrvices, Also, CUCC proposes on a limited, transitional basis, an
AEUS to make up the revenue shortfall in Category I services priced
below cost.

CUCC urges Commission rejection of the DRA propose ;ate~m-
YUY 1ahto SW 9 V

design bécéﬁéaf’aféérdln§5“§f ¢9'i§9315398%{9§ ged; 9P‘%n2109§§$ atier

allitrefuaes N acceptvthe?realitiéétofacoﬁpetitiv%ieff?clﬁ dnemaelils
sApn Iroupesedue oW

cuce, 15¢68s19 Wi Buhaalatinda) chd patnd oF R 6 eryise, areas, andsn

»fDi' 3 O3 9D 2EnTD

customershbusage3patterus,dand“would allow> the3iééidentiélnf}g;jg; Z;
rate }ge 0138987 Be?pi1dad 40531 {4981°Enal® {uoﬂnaccéptagly ?g h. 3001g
cucc sim11ar1y urges rejection of DRA’s conclusion that CUCC's cost

- 65 - b3 -
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studies areiflawed because;racédrding=to culte,) braididrasdeyyletonop
limitediréview and did not-makevan' indeperidentvevaldatisn l8f L eneg -nor
cost inputs{ ='ODUD ol oZpx woidsflnl Lovigeb xXobuat oo ixg torgenon
1o 2nCUCCicontends tDRA (reliedronnled beliéfs abdout the levél- ¢
of costd; butiQUCCrsays beliefs;-without eviderée, réannot 'beiséd - S€
by the Commission:siCUCC/arghesithataitihasespeit signifidantreinap
money;: and résourcéesiprépiringihindréds ofccést dtidiesyabcordingd
toCUCC jgitsrcodthstudiéslsipport2ics raterreédmiénddtiongfrangivios
CUCC: hould rnottbezréquiredstosubtiit . 4ddf{€16nal -DRCIand Sthér &3sE s
studies-in-dompliance filings, cas-propdsediby:DRAY 1Rinallyp ATET 5d
recommendation to significantly reduce switched access ratés ghduldrs
be rejéctedibeqauselraccording to~CuCgs  AT&T 1hd8Ua .5{fglé¥minded
focus on>reducingithesratésg-it pays QUCA.es asoiviocz [Is 10l asibuia
7.1.2 2DRAvo1 bojaehbs 2'goizaintod adi 11 _oviinalls eroved nlliied
~iaoamooeDRAYYecoiiendshthat " CUCG s *ert irédrate "design ipyoposal I b6«
rejected{svDRArstatesrthat iCUCC falleditd doidostistudids for many i
services, and did incomplete studiescfor otherrservides!OlThellagkcl
of, or incomplete, studies makes comparisons of costcassignméents-f.v
betweén:igservices:inmpossibleé, tand{leaved theiCommission with no cost
information>forrestablishing pricés;caccording-to DRA» od tupss DUW)
Jein; DRAS£inds CUCC!d “coststudies unreliable ‘sincepwhereoolto
comparigons cantbe madéjthecresults aréiinconsistent . wi€h repdrtedd
coste by>PacBell fand:GTEC::{e<§. /CUCC'g-access 1iné’costs arenlésa i
than those - fori'PacBellrand: GTBQ eveni thoiigh.CUCCis Believed totbadn
a high cost company, according to DRA). DRA believes CUCC'stcost niid
studies aré sd flawedﬂésitorbeﬁuseléSB?iwithithéfe#cepﬁioﬁ of LRIC
studiés-foriCategory~sII pride floorsj'i vitenr tuo E:!Lfl_'((‘.--'_{ ASd .as_jtbu:}é
paibio-DRA statészthatvitsiproposed raté design:protectd CUCC!s 1o
financial integrity, lavoids:éxcessive ratepayer dost;:-performs ad> oJ
delicate{balandeTbstween compéting rateidesignigoals}iCand poditions s
CUCC to“be compatitivésinthectoll markét) rAfterclowéringctollitando
access,ratésg consistentiwith dompetitionp I DRA Srecormends cingreasing o
Category 1 services based on DRA's belief that these services -have s




A.93-12-005 et al. ALJ/BWM/bwg * ¢ pod\MWINGIA L[5 39 200-SL-EC.A

generally been;priced below cost«ii-DRA>proposessinoreadingimostiou sa
non-recurring;Categoryl-chaxges; (eig:/rserviceiconnection)byraimif
consumer price index derived inflation rate from CUCC's last GRClof>
54.28%.{ DRA recommendsiapplying:an:eéqualspercentage-increase of

32.2% to:-all.other Categorxry I:;servicesjowith thezexeéption ofizon Yo

residential ;agcegs line.servicesz-nThe:32s2%)inoreasetisithed i vy

,,,,,

percent.differential betweén 150%:of{PagBellis flatsresidentialyoncis

residential flat-rater{($12i76)..s:Repidentialirates-dre-pricedilastid
by ‘DRAstQurecover the:r¢sidual-revenue needitd satisfy-theirevenuela
regquirements s zacsonos hordniive souhot '{fjfsr,".)iifn_giz‘z o3 uqoilebrosnmonoy
tobriir Finally, sDRA:irecommends>CUCCrbétoxrderedotosprépare>DEG: od
studies for all services as.parb ofra complianceifiling.before zuool
tariffs become effective. If the Commission’s adopted revante S.I.V
requirement is,greater than;thatzrecomménded:by:DRA;~DRAYecommends
inqreasing theiresidential basiolaccessyvlineirateitozasléevelibup tdrs
150%,0f . GTBC’s:-basioc-access ratevsiiirz nialgronni bib kas zsoiviosn
7.1.3 i Discussion:-o Yo sronliirgrod soXesm aolbula (olalooont 1o o
o3 on rJustras:wé sald:-of PacBelliand GTEC:in-the:IRD.decisionjad
CUCC must be able_to:chargeccompetitive ratesiifriteisctorbésantolirt
effective.competitory:iNojpartyi:disputes- that CUCC!'siratés must
position .CUCQ.to be:competitive whére:competition exists orcissrsquoo
imminent:; Thereforé, we-adopt'a-rate designithatcralléws CUCCitolzon
charge -competitive rrates. {rBasing-ratesi.onicostscigrfundamentdl to:is
that.end. 'oud vaveilsd Asfd L (A%Y of poibiosos (ynegaod 3zoo aipid w
5141 1o A-threshold:issué:;igcthuszthe-usefulnéss:6f CUC3!s cosbtuiz
studies. DRA points out many flawsoin those studiesy:indot:ithezléasta
of .which is_the-appréach CUCQG uses to-derivesits=DRCs: sAdcording
to CUCQ, -inoremental cosgtsrare thézfoundatioénvof itsicosti [sivnsmnil
methodologyhnfCQCGacgnvgttsbinoremgnﬁalQcostéatdeECébyséppIYihgiédb
currenticcost: ito-bsok<cdst {CO/BC): rdtiopfandiaddingipower arid>3 DDOUD
comton -equipmént - investmentgralongewith ﬁohainoreménbal'plant;eaéaos
appropriatev-sa sz_azad_j Jedd Yoiled 2'A80 no bhased 299ivisa I yriopsds)d

- 67--33 -




iad banCUCQAsr dapproachiiscindirdotlandroauses i ‘corics¥ne POXFOUD
example, if:allofuture:gtowthiin a'particuldfrcategoty¥isrfibdrrinoo
optic cableysthélidoremehtalcost would:be-Baded én-thacfibdy logtiee
cableicdstzauThe iinoremdital icostcwould/bérannualizédrusing: thggooxs
current costlof:capital (i’eipifinancing costs) v’ TIf tHerdxisting taW
(embedded) "nétwork &oridist8 'o6f partrecoppersand partcfiber cable,;vJn
the embedded’ddstishouldirefléctothiigcmixkyirandireflect ‘thé historieh
fidancing cdsts>JaTheextentito whiclisthe CC/BC ‘ratislsuccessfullyss
translates the future investment to capture théT"Embaddéd mixcandieoo
financingicostsesiscudcledry =zodrr OF 23200 a'DUUD yiqqgs oW

ya o utidities havé-preparédiembeddéd-dostistudids: fornalyionitq
ratemaking:purposessfordecades{qiCUCG; céuldshateilsedia .anotdgonxs
historically testedrapprdachithatuissdirectrand-thoroughlinorda osvtiq.
calculating DRCsy but did<fiot’1 Similarly;-CcUCQcdould:havef-butrdid
not,calculatethe*DEC .using'atioretirdditional iapprodchyvinroneToxol
a sample df“éases’td cdnmparetdndivaliddtesitscCC/BC apprdach-iz=cucdl
testifies that it used the methodology adopted in D:83¢04<012o(i1 o2
CPUC2d 88)~to.preparetitsifully-allocated costg>{PACs8) ¢ 'CUCC could
have butidid ndot=eliminate:fallocated commonioverhead¢osts-fromaitsos
FACs ito:develop orelér méreiDBCs for icomparisoniwithpranda oits1 dsil
validation ofjrthe:DECs:estimatedrbycitsiC@/BB: approachiw Ilnsizianod

i !{icupcatesbifies1tbatﬁitidid:validaﬁeoiﬁéEéoébcstﬁdy
results :bByiconparings?thetop down:investment péribooksitaithebooitqg
bottoms up.direct embedded-investiéntirésultsifrémvits (cost studyni)
process . e (ExhibBit<147 p2i482) icAftér applyingidome-treconciling i
adjustments;# théradjustédtops=dswnhinvestment-balancercompared tot
the bottomszup<study yieldsidcdifference:ofsjustrover 2%/ accoxrdingd
to CUCC.cqWhilésthis is:one:potentially-reagonablefdpproachyplittlea -
information>is-providéd tbssubﬁtaﬁéiatethieavalidétibn}Taﬁd wacares
cautious of relying on the results. )
Nevertheless, despite what CUCC could have done to

present.agmorg gompelling case, angidespitg thecflavn in fte sy
studies, the costs developed by CUCC arézthecbest-estimatescofsrdoiua

- €8--23 -
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CUCC!s costs-in-this:recordinrJust:dabiwasitrue-ofyPacBélland GTEC

costs (dnithe ;IRD proceeding;iQUCQ's yéportedr-costarweré -ndt ,ofqgiaxo
explicitly :reviewed and:testedon.thecrecords{withilivited{dnn oiige
exceptiannregardingsmethodologycforapriCejf100re;diedugsed?beloﬁfen
While ;we ;adopt -CUCC's (reportedicostsifor~the purposestofiaon Jiresrud
ratémaking.xweido:noq approquspeoifg01DECs?tLRIcefuoerACShihﬁthié}
degision;i just -as iwe.didrnot ifor iPacBell 1and:GTBC2in=IRD ahbeoda ol

" References:-to:DEGs;:LRICs; oY 'FACS:should besunderstood:to meanithe?l

costs, reportedibyCUCG:s a1u3gs> oJ Faswuitceval oyuiul} odd osralaastd
HWe apply CUCC's costs to rates usingsthe:zsame:guidingienil

principlescémployed-in:ztherIRD:deoision;ssubject toithéisame key
exceptions. sThe-fundanental-prinoiple-for-allcdervicgs:is thdt thex
price should:becgosdt-basedso:00r:guidelinecfor Category I{sexrviceaird
is ithatcthevrates: should be équal«to the-DEQih Theé price ceiling>iso
forucatCQOfYﬂII(BQ(ViéeﬂféhéﬁldbeECUCC'gﬁpropcﬂedﬂfateiﬁlimited\bYd
theprice-floox: ~The pride-f166rsshdbuld-be;the DEC.0or:LRIC ofgthe s
serviceyiwhichever is lowerir veoloharien o3 Donyg Jt Isdl soililasny
Hiuss ooUThesecguidelines arersubjectitoitheifollowingokeyds HSOUID
exceptions»i:First,sresidential basiccéxchangeirates(inoluding evsd
flat rate sérvice -and: measured-raté sérvice):will-be get-belowiDEQ14
consistent wiphathQQCommiSQion!S\Universaleserviée:goalév riot3ebi fev

yESecondpfalliotheﬁimonopOIyJCateQOryaI}éervicestwill be
priced-eithercatctheir currenbvjpresehtqrate)31egelysqheainﬁerim¢a91
(intérim rate) ~lével dr:ati.their~DRG;-whicheveriis highér.quWe:dojod
this:BecauseCUCG,~1ike :GTEQs willsotherwise facessharpichangessiniqg
its rates: for-basic- exchangevand-other.servicesisThis occurs foribs
cycCiprimarily because:wéeipermanentlyieliminate twojexistingised ods
surcharges-onbills{forcbasic{éxchangezgervices {which(hélped DUD oI
support CUCC{acbelbw£c09b}tates)i%ﬁsJﬂé:made these>sameichangessolrii
) .adinesr sidd no priyist 2o 2voilusd

o3 anob oved bivon 22UD dsdw sidigeshb ,zeslsdirovell

T That e tRE"T 1098 ToR? {HER2ELATR naBE3R EHIT93RA ERR 80575027

surchatgecoriccustomercdervicess DOUD yd bsgolsveb ajeov oid ,esibule
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for :PacBélliand:GTECinf thevIRD ‘ofdexr (D/94:095065) prdThi’s
principle:assures . .that)thésratési'for ‘all teléphoiidigerviced nobioint
marked for speélal-tredtment:willirecover:.thély DECs/ while i3vivioa
consumers gurrentlyipiaying 'mdre thdn«DECs willipay tHerexistingasvbs
rate and willitheréfdreibenefit from:-thé iremoval cof:thersurchardespl
. {n-The ineed torsoftén what .wouldfotherwise:be a‘précipitcisns
change:in rateclévels leads usito ‘apply stheresdfétinitial ‘'guidelive @)
in setting:CucCCis=ritescfor:Categoryil<services as.we did for'GTEQlo
in- the-irRDidecision: =Thefonly variationiisyusingiinterim\rates, sifo
highérvbhdnnprésénbarateaﬁitdsfur&herimdderéﬁe?theéraﬁedimpécﬁﬂnéaas
Unlike-for:GTEC,ointerimiratescare an-optioniherechecalise i of:«CUCC g'W
intérimtratesincreasg.boinfupsc dpid Yileinidlidses bns ,aspitado hozad
vd boThirds therpricéiceilingiforlall Category IL: sexvicesos o3
will ibersetcat2DEQ:or :CUCO! srproposed-ratep whidléver<i's higheriivip
We doasthisitorgidilarlycsoftenivhatiwould otlierwisebe «\inacceptablew
rate:levels-and balancérrevenue:needssziw boavoirdos ~i yviitlidsta odsy
“{aw [,.OthéRiexceptions:-torthese gerneral:priéing-guidelines willio
be diséussediincornection:Withispecific servicesoi:Many:of .these 161
exceptiong arisé becausezofithe conflict ibetween our desire:tornicsoy
implénient fcogt+based:-pricingrandiour decision:-to idontinue :gupport dsd
for:-basicrexchangecsexvices;-all withinca spécificerevénueitq bHnasd
requirement ifori.testryearn1995i11If werare.toidedignsrates:-toq bazed
producertherevenuesrequirément, whilé.continlirg«to:permit:someu o
services-to be:priced:belowW.costjvit dbviocuslyrrequires othér napiash
services:torbeipriced :above:cost :{ignoring; for tliérmoment,' oinvoni
increases in volumes resulting from lower prices) e :Some-of ithex bus
exceptions thourigeﬁetalLguidqlinesdreéultsfromyaspragmaﬁic
attemptutosrétain revenuessfrom:certaincservicesctorhelp:support:{1ox
otheriiuiid2rpriced sérvidés.aeldistpgron y{{ul at ,aoidslupor oviiasont
qxﬁaasbanDRAeréCOmmqndeﬁCUCCLbéSOfdéréd)toseubmitEnéwpdoéb:sﬁudiéas
with complian¢eifilingsgisimilaritd thosenréquired:ofePgcBell and t1d
GTEC in the IRD decision (Ordering Paragraphs(63-through:-68)rncHe (o1
adopt that recommendation, as discussed further below.




The :basic:principles usédcinsourradoptéediraterddésdignrdreoi
intended to:accomplish:many ofrtheNRF.goalgs(ive., :universalginnisqy
service; economic-effidiency \encourdgement-of -tectindlogicall hoxtr
advance; finangial-.andirate:stability; fulliutilizdvion.of the-uznon
local exchange :netwoxkj . -avoidance of ordss-subsidiessand(iw bin oot
anticompetitive behavior;randi-low:cost, efficient regulation).
(D.89-105031, ¢33 [CPUC2d:at,925115¢) o .Universal sérvice-and economido
efficiency are met:by:moving:prigesiof:Category:I1servicésctovard ai
cost andrbyrtargeting iany:significant subsidies to-a:zsmallcgroup:-of:
essential csérvicese -Pull -utilizationlof ;the:networkeis;achieveddpid
when uned¢onomic:bypassiiscreduced throughrelimination-efrnonicodtiny
based charges, and artificially high regulated.pricesrarejreduéed it
to actualicostar \LogﬁcostlleffiaigntItegulétiQneie athieved by
giving CUYGCO the-ability:.to-respdénd:.to-marketipressuréesifor-serviésn
where workable:compdétition éxists: orwiscemergingsfiFinangialdandb oW
rate stability is achieved when:zBurcharges:cand-otler hon-cést=based:
charges -are:minimized, xreMaining surcharges:are.speocifid- and well-
targeted, and.customers.can beéicertain that:monthly bills willeib od
remain.stable«i Avoidandefof:ofdésésubdidieasandtantieémpetibiVQogxg
behavion:is-accomplished-for. codbmpetitivessérvices: by imposing-LRIG=:
based price:floors-and:for mondépoly dérvicesiby:moving.itoward:costel
based prices;thabLéliminateuthezcbﬂtributionebhabawouldibewdiveftgdx
to underwrite-competitive servidédy .Finally,racost=basediratesioxq
design endburageéLgeohndlogical-advance:wheﬂfdompaﬁiqéédompete:andaa
innovate technically tolreducecthéir:costsycimprové:theircservices;sea
and retain:market sHarei-y 1cwol morl piitluesr asqurfov ni 20269100l

- iIn- summary, the /¢ostbasedpricingsinnthis~rate designsoxs
refleotscthecprinciplesiofsrecédvery:-ofctherrevenue réquiremenﬁqandjs_
incentive regulation, is fully compatible.withvthe goals;ofiNRFisido
arbiéplatedoinubz89410h031J(3310P002d143)vcandnprovidesﬂaﬁneceesary
bridge froni:pastcrégulationctorfa futuréj-morezconpétitiveilgron ditw
teletomminicationg worlddygntpsyind pritohy0) noiziosh GAL od3 at D3ITO

wofod goddxu}y bazevonib @s ,molisbnsmmosot irdd 3qobs
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7.2 - Toll.and.Usage-Servicegidasss =0 zoiing e =aoigalal Yo 2oibuia
7.2.1,: Message 1 Toll -Service i~ 15:d1 sosinponsy [eacgotg adi abaatnos
A Message toll.service«(MTS)isdmetiesdalldd:ddcaliilongih
distance, generally includes calls beyond 12 miles (measured:fromito
the caller!/s serving-rateréenter) rupitocthe LATA bourldary: MTS is
a_ Category Ilugervite.- CUCC propdses:charging the . sane -rates ‘angd s
rate -structure radopted for:PadBell fin:thécIRD:decision/including 124
those for .direcotidial,  operatoxrassistediservicesp &nd optionalyc GAI
callingiplans.: GUCG-agseérts .thatiadopting ratesrdimilar ‘toithoganoo
for PacBell will enable CUCC to compete in the intraLATA market, or1od
opened-to competition-January 1,5il19950h (DRAiconcurs.aiHetdgree with
the partiessrand adopu-CUCC's proposdédirates:and:rate structuresoovhs
7.2:1.155 Price-Rlagbiofty s ,toflysT .11 ,senn aidd ni azondiw 2'00UD
Price;eélastidity-id<the itérm:used :to:déscribe thé degres's"
to, which icustomeridemand - for a:product: will idecline in responde'to1q
an ingrease iin.price;:.and rige:in-response .to a:decrease sinpride i
The . adopted.ratesrepresent :a 'substantialidecrease {in MTS rates 3sdd
(approximately ;40%); and;:depending:upon -the price elasticity, CUCC i
might experience a.substantial-increasein demand..n The <increase in'i
demand will.offsget.the decrease in prices;:thus affecting:the's (10D
revenues that [can:be expected-from:MI'S. Our adopted ‘elasticity.-is'cd
important -because the :level -of :MTS revehues will>influence: the'nzassqg
level of tothexr rates., i foilidess ad [1ovosw!l Laoteslunon 2uocivaxdg
:o1 a2o; The parties :recommend differént priceielasticitiesyiicucgd
recommends;acrange of ie_la‘sticitie's‘:'that vary by.mileage from -0.10:ie
to -0.45c DRArecommends an:elasticity of: 40.5,( which:we ‘adoptédixi)
for Pag¢Bell;and .GTEG«in .the :IRD.oxdér) -As wWe noted ‘in‘thé i(IRDsihi}
(D.94-09:065, ;mimeo & p. ¢148. )c-After, thoroughly. considexing the
Pal’.'éie&'x;:POSitiQﬂS;.is?!;e_cad‘Dpt-D{O-53{ botttan 2i13n1d oF éub aroilonhst
bis L ao.GUCQ;argueg -its proposed.range {.bfifel'aabid_it}iesf.isiijas DU
superior to ;the single elasticity, ddsopted:in; the {IRD . decisionh in £#.33
because: CUCC's el asticiti es -takerintoé.considerdation :the:results; ofini
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studies of telephone companies comparablectévGUCCrpeFurthexfIcUces.V
contends its proposal recognizes that shortirangeltoll=ealla™haveS.V
different:elasticities:than-long<range-toll-calls) ‘We=think
otherwise qiunnal volin SO baoysd afiso 2sbyfon: Y.(ir‘.»'jm;»f@ Jaonitelath
-7 14 The:elasticity adoptedcintherIRD:order:takes intolir o3
account -several;studies:: ::The:results:of ‘thé studies:CUCC ¥aliedrons
here are withincthe range of resultd-ofrthosé we “‘considereduin thént
IRD recoxd.  <CUCC does inot:presert:anymewsinformationsthatoi oaocidi
convinges.us -the.elasticity:adopted in_the rIRDrofdér iscinvalidilino
here.'_?:‘:,;f‘xﬁ-'-: AVLinsdnt afdd qi niag=sd o3 DUUD oldenos [fiw [fodond 101
{1iw assFurtherp-inrthe rIRD deécidion wesrejécted thettestirohy12qo
advocatingp;and estimites:of s different; eladticitiés byrdistanes, ol
CUCC's witness in this case, Dr. Taylor, algcitédtified>inYth&.IRD.V
matter,iadvocating:distance+sensitive ‘elastidities fin:both
proceedings s We rejectéd :lils testimony théréiandido<ss againyinIno’
the -IRD.order:we noted Dr.:Taylor- coriceded 6n scrosdg~examinationitt 6
that intralLATA' and -interLATA relasticities !(representing variations:i?
in-distance)> might: be ithe ‘same;::and:that<studies shéwing:variations’
in elasticity by distancé might-;be ‘explained by:the histdrical Hivia
correlation betweén ;therlevel: of (toll ‘rates -dndrthe:distardew iaenich
between the:calling :parties. .(Di94+<09-065,pp:* 152+3[) J:Dx, “TAY1O¥ ¢
presented no new “inforanation+here toé!convince ‘us:to reverse ‘6ur roqnt
previous conclusion. Moreover, he testified in .this procesding fovaf
that: fthere is ‘a:great-deal of-stability-in:price ‘elasticities for
similar services :-acrosg time; telephone companiés andrcountrieés.mooy
(Exhibiti19,o:page 5.}, We think thatstability.capplies €6 ocurt.7- o1
findingron=MTSrelésticity.for CUCC- relative .to iPAcBé11and 'GTECT 103
7.2.1.2 o Demand Forecast jon 21 zsitistiesis Yo soidslunind ,aofaiosh
s \CUCE-Ifirst estimates’ test Year -1995 MTScsales Béford -+2.d)
reductions due to traffic carried by CUCC!sfcompetitors iacThatds, 154
CUCC estimates:'sales:of 606 :millidnminutes at presenOYates, and
66.4 million minutes ‘at! pr'o;Sos'edE(re_dtfcéd)!f!'atés'}éf’df- abouta ':36%";6{023
increase iinvsalées /10 CUCC Icontends’/! however . that ‘conpeti€idh willosd

- 73 -8¢v -




A.93-12-005 et al. ALJ/BWM/bwg * ' ped\MHINGFA o fa 30 200-S1-€C.A

mean‘it’ willsnot earry>100% of the marketI s cOCE  dbtiddtedtd 164774
market) sharé> 1688t ort Fesulting!sales o2 86.8"mi11413V diRdtegiProons
rn oviDRA» Arguesdthe’ IRD> detidion” had ) d15¢ad)  edtdbi L dhed thaks®
competitive losses should not:bé!recagntzedilh”ratésseiPnady ehgiod®
IRD principlés; DRATstateés!that! itria’iv¥413vant  whethér'éuce does
or does néticarry 100%v’of:theimarket! “DRA'Yéabimends the ghtider ov
forecast: MTS stimblated saléstbéiudad fortdétdrdining ratds / 4hd 274
the rates nét beiincreasedrtdsbffast?cohpetitive13sadg o 1ovodTON
i oo tHeireject> DRAS> Ardguméent i 1o paeBell AAA’GTEGaIrdady” Had®d?
NRF start-up revenué:réquifeméntodtrthel€imd of (Eng rapa ainssow [fiw
rebalancing>undertakén 1A"the IRD 3rdér! =iRDIPAEEd wereVdesigned
to yield eachrut{lity's>atart-up revénidsredaiPenéney> -oruensolyatb
Iinvesntrast, bwelaverdetermiAfhg?euUCC? e 8ERPESlp RdVEHAE R I
requirefentiinithia procéedingid cUCC’a~révéiiue edqui Pémehic 2GS € BYE°
determined-as:we have’alkaysd idéterminad=revanierreqiirdneng L FRAEY
is, in fairness to both ratépaydra adndrstéekhsldédes, “we st /8dopto?
the most~reasonable’forééaast podsiblerof 1adtdal sales?f8E the test
year:: Wé:havestakenlstepsto-allow edapetitioniih " the -Ni§ Markdt 192
To the extent >competitioniwill~oesiP ' {nthe teést ydax; duklforeésse™
of test!year:MTS volumés-for:thé startapifeventd re§uirément nusesT
recognizeionly: theed118 (CUCC will s ca¥ey. Jor 11w Ftolla s ddpuods
237 .The IRD:prinoipleruponlwhi&h'DRA reli&svapplles -dfU&r RRF?
begins: for.-éach:NRP-utilityy-Thit {8 why we ' bassd PaERELL 'ard GTEC®
IRD Yatesidn their’1990' stafECip’ révenue réquivédént AndVesled 2 qohs
withoutvacdcountingsfor-changés whichUocelit¥éd daring' Ehéir "s8vEralis?
years under NRF regulation. Equally so for cucc, we will not {B&>0i=
concérned fdbouttCUCC drsales after=rates  are~deteérmiied“fér the
test yearzacOncéithode fatédstare determinéd aid!NRFCis<implemented ¢
-for,.CUCC{ I" 1688 -{nirévenuerdié to i nEPALATA Ccompé&ti E1dn 'ahionld 'WE ™ 1
belrecdognizéd: 2o (D794-09+065, mimed(pss163(fy aworla sonabive brovsy
$02 1129v.CUCCestimatddct35284188t67°be 85¢ Sf FEHECEOLAY mayKe'E: om0
(15%rmarkétrshare loss)j Sayinglits c¥é6ul€ing marKet 'shiaYe s {' Prs
conservativerestimate<wellsincexcéds of itheé?6urrdiit mdfket shars’ o0




AT&T;in the.ipteyLATA,market.: It ig;also;arcopservative’ estimate;on
according ;to; GUCEG, rgiven gustomerx; suryveysresults,in: which:customérs:
say, they.will inot chogogerCUCC ag,their, carriersonce,they:have a
choice, . HWe disagree with,CUCC'sg.estimate; hivcrda nannoi ovitilogod
o DTETA 8 ghare of rkhe; total; interLATA -market aftér: yearg off
competition . is not.relevant:to the:marketishare)CUCCiwillikeep in o
its fixst yeax SgEé?&rabeAIQQmpggétianJiA9-ﬁstestdyear%1995)&?%103

[y

Moreover, our,telecommunigations;yegulatorysexperience shows>usc oy

that market pgnetration by.competitors.takes' timesnoferbelieve cucc
will retain pearlyqall.of.thismarket:in.the,test years qu-sensa 5

houptanCUCC, . howeyery s remarkably candid aboutits ;customefs ot
displeasure. CUGG.s-statement; ig;coxroborated: by: the manys bisiy o

statepents, Jetters, ;and petitiongsvesreceived, fxromsCUCCls
C2§t999£63§§2299u§b§ courge of 1 this progeeding(q Givenithe:cleakuposy
unhappingss . of ,CUCC s gustomers; iwe mightadoptsas lowerademand 11o39b
f°§§?ﬁ§t1E9§esit.éQF&fgxh@iQigahingx£§g§935; dicd o3 evasnyisl ai el
e o ;First, .CUCC testifies - of tits ,commitmentsto:increase cu a3
service, quality:and;bg-its customers!,carrigr;ofichoice.n:iThe ratésy
we adopt:fund that.effort, :ingluding such.programs;as:CUCG!s) wii of
Target:Exellence.., We,would exglude these.costs; from:rates-ifiwes io
thought the effort will not have-a(reasopable(chance:ofbeinginposos

successful. . Moreover, ;we provide.CUCC;an-incentiveito meet its
customers' mneeds through our,.rate antetu§nited0CtiPni:plus:éuruigsd
adopted.se¢xrvice quality measures.and SQAP;s ;:Hecnot-only thinkiCuUCGil
caqEP%u§HCQQ§§§“}rdﬂ%?PE@Yi@@:QUQGEEheargaQurcesianiincenbives:toiw
succeed. ., [fjw ;w ,O0UD 101 on vifeupd .uoidrfupox A58 wobau 2ysoy
953 .Second, ,GUCG!s.estimates-assume.eéqual access.williberinnon

L = s

place,;-.To the;contyary, while,CUCG testified thatsit:plansitoy a3

pr s astiw)

record evidence shows whether this:was orcwas-notcaccomplished-osInd
comments - on the modified PD; CUCC:andAT&T:-allege ivhatTbetween 50%

and 75% .Of .CUCG’s -xatepayers have hadrequal adcess availablessindér)

October 1, :199%,; -Bven;assuning this.torbe itrue,: equalcaccéss.wasaon
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not available to CUCC's customers for mostioflthe testiydar"and . S-V
- when available;,«wasithereionlyithelast few honths foxtléss than
all of:CUCC’/s-customerd/ ' THere will<be ‘greatéy demdnd<than s> bHolfsib
estimated by CUCC-gince sdmercustomers will mov diall €he iécéssary’Vs
accags-codeswithout /gresdription forimost if not ‘all of the'itest san
Yeari for-all CUCQicustomers, :1ovin =t dinom 1o L2 o) qu 1o odxaewolls
In comments on the modified PD, CUCC states it <i0inud 9inx
voluntarily fimplemented MintralATArequal:"adcess “iu (suppdrti'of the .
Commigsion!sand:Legislatiralé procdompétitive ;policidsy evdrf0.02 1o
though. not-requiredito(dossdits Addording to«CUCEH, -Conmigdion e » ddiw
failurdstorevén:acknowledge iCUCO!s efforts té Promote ‘competikion brin
will send:-a.message:that /the Commission {dées not. support LEC botuasas
effortscto furthériprocséompetitive:policiess ‘We''support<LRJdsucuarat
efforts to promote competition. TheTissue here,/ihoweveyr,ic{githa ivabh
best :estimate of (tést iyears1995:demand.!a THe penetration’sahd
durationiof equaltaccedsr-affectsgithé ‘démand (forecdast./0 Ldcal> =2o3uitin
exchinge -carriers:should not finfer: from ‘our ‘estimate :any -1dck of. v 1o
support for competition. .{cscqgory 2I0UD fgobhs oW Lomuswoflls apsanug
2} :Therefore; we'think«a few:percent ‘arket::sharee¢ffect in
the test:year will be ilarger:for:;CUCC:bedause “of:the ‘level: ofiitg:sni
customers!. dissatisfdctionp but thateffect will initurnibe ' fladosd
mitigated by -severalifactors, :Baseéd on:this assessment;{ we adoptl o3
test’ .yéar salesiwhich:recogniZe-a:market shareddjustmenti-of 'S%.'0O2UD
from the-total:MTS:market./ts:ipifla vino 2f vatiniin {susitibbn 101 aise
7.2:2 HATS, B800;:and ratoxr:Servicef iU 23300 Yo oascn piliovensni)
_ ) . {QUCQC proposes ratesfoxr WATS;/.800,icand operator rservices {J
that \drerthe-same as the:Paé¢Bell:rates 'adéptedcin the cIRD:6rde¥raioM
DRA :condurs s With irespect :to-sales, :CUCC did noti:apply ‘elasticity.oo
and:market:sharecloss, estimates;«whilé DRA ‘applied its-elasticityis(l
estimate. c:He adopt .the ratés:recommended by :CUCC-:and DRA,irando 2idd
develop ivolumes ;condistérnitwith ‘our:adopted jelastigity:and marketoot
share numberseni[ cazsdos [sijaebiaosy 2'D237T0 1o #0221 wolad ¥0 Js 53k
29isdt opszu boruzssn [scol balgobs 160 (lecp 2'Afd i1tw ssi1ps
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'1.2.3mLocalx.Heasured'Usaqéacra 0o} zuoogzuy a'ONUD of sidelievs Jou
arsiy Iocalgneagured service ‘charged customerssfox dirdatvs aardw
dialed calls of. 0 -to 12 milgsolor up to-16 miles:iin:areas withlo [{s
2UM). :.-Measured rateé customers:pay.a:monthly serviceé ratecplugszijas
usage -rates for calls,made within:the jlocal:calling. areaeolAzcallons
allowance of up to $3 per month is given .to-residential r¢asurédrsoy
rate customersg. poitnis UL A9 baXiihor o3 o gincsooy nl
a3 1 CUCC:pxopodes:a-first minute rate ifér daytime rlodalrusagev
of $0.0333, and :airate:for ‘additionalr daybtime ‘minutesiofc$0:0105; 0D
with a 30% digcount for-evenindicalls and-rac60%.discount-forinights
and weeKend calls «:..CUCC proposés retentioniof-the:residential rullsl
measured:usage callowance:0£i$3.:00,:CUCC-believessits:ratesfare [[iw
reasonable.because :they are itliecsame irates adopted+in.thé IRD=zJiolis
decision for most: Californila:LRCsiT .ricitidog 05 9tonotg ol al1olls
i-:DRA . proposes (a first iminute i¢charge <of :§0.04p additionaltacd
minutes of.:$0.01,1:with30%:andi60¥ discournts:for-evéning andinightui
or weekend calls, respectively, and-ar$3.00 residential measureédsinxs
usage allowance. We adopt CUCC's proposal. .noitiisg oo 10l dvcyque
itz 341 DRA-argues :CUCC!s :proposal to.use .PacBell!ls:ratés is
inappropriate :becausé PacBell!s local«isage rdtes wWere set-equal to!
PacBell's ‘DEC minus 5%-:not.-an-appropriateimédel *forsCUCO accordingo
to DRA<-and because :DRA reéjects CUCCG!s cost stuidiesov:We\disagree.sin
CUCC’'s . first:.minute;daytime rate exceeds:its:reported:DECy andythe
rate for additional minutes is only slightly:belowcits ireported DEQ?
‘Hé . ¥V

think. these rates: aré consistent.with’our. rate:design ¢6als. :
Moxeover;: wesgseek to providé rlow measuréd usage ratessreasonablyiady
congistent: with(costs té provide customers acviable:dlternative:tésd
flatr rate:service, jas ‘explained belowa<:CUCO!s proposedirates meetns
this objective bettérithan thése: proposed by DRA. 3<PRA also.oilsmifes
recommends fits thigherratés :tofkeepcthe iresidentialraccesdcline [ovab
rate at or below 150% of GTEC's residential access line:ratein Wesida
agree with DRA's goal. Our adopted local measured usage rates




A.93-12-005 et al. AIJ/BﬁI/bwg_*

along with,other.yatesiand ;rate .design décisions:made hé¥eéin allow
us to gatisfy,thisiobjective;,-We adopt volumes consistantrditho{qmt
thgge.rates ,consideringicustomerireactionstosthe price *¢hanges anat’
conversions,from. flat-to meagured-rate servicesox ton a2t Lan ({aslut
Cequod We-adoptothexecommendation-of bothiCUCC ard DRA to1oVvOoLdd
eliminate:the distinction batween.lo¢al {usagecand FEXnisdge by biuvos
pricing FEX,ugsage.at,the:logal:-usage rate, sin~ac¢coxdance:withcoupud
pricing;decigsion.for Pa¢Bell-in:therIRD.decisioniirHe alsovddopttiax
the partiges)-recommepdations to.retain-ZUMrZoner3 ratesp consistént’
with our poligy.to-expand loc¢al-calling where icommunities~of Bebivob
interest extend beyondjthe-12stmile-localrc¢allingrateapiiod yiinnrrud
Finally, we also adopt the parties'’ recommeriditiorigvto E.V
ré@???s‘?.hﬁspéziQ@ll’xtatﬁr_fg’r:imeasuredr.Uni\‘rersaLsLifel'iﬁé'a'relephone
Service- (ULTS) ~t0-$0.08 ;for(1dgal-callscabover60.o0.CUCO has not-ivoiy
requested spegial recovery fox:losbt:revenuerdue:to:the:reducéd ULTS?2
rate; -and.we.do .not-provide-any:s The-ULTS Pundciscto béildsed only
as revenueg xecovery :for the difference:between the:tariffed:rateniis
and the ULTS rxate; ;-The;difference -between:present:and:adoptédiotiue
rates ,i§.-3110§‘:=.r.eq<>\f.erab.1.%-:f,lqomlt‘he_c_umsEFund. Fnsudtgot 802t basocgodg
7.2.4 .Bqual Access . 3.;}) ceel i ywicunel od toitg Juolls it aaodd
(ot ATET - recommends that-CUCC:be ‘authorizZed to réportiallrioovA
costs, associated. with ;i:it:;z:a,L.ATA ;equal-access -implementation rin "anpia
memorandum; account;:;;éstablish an access rcharge :xate ‘élement <to birw.l
amortize.the account-by advice letter, ‘and<impute ‘the:rate ‘elementisx
in its toll} pxrice floori :CUCC,concurs:with:-AT&T!s:recommeridationfis
as long.as its-adoption would not.xequire intraLATAque A4
presubscription, .- DRA .opposes AT&T!s recommendationsis We' agree with's
DRA . | (ovel oldaccenst s 36 89357 [5i3nohiast gqosA o3 norjuditInod
pi i Bgual ;access.and :presubscription are: b'ei’n'g*addr*éir bedn Lod
othex, proceedings . q We have;not .degided .what lequaliracdessrcosts; L £
any, may be recovered. It would be premature to esatablishra: mr{dmi
memoxandum account without, . providing..CUCG . guidance .onfthetosts
which may, be bookedooivisa I ‘{J.C[_{E)Ji':) 101 oirk[sbtup 0351 Istonop 100
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o ln niGUGCQ statesiit:only sedks authorizatisn-totydpart’iv viaols
implementatiop:=costs in -afmemorandum’accOunt> (with2kddovdrylof 03 »u
thoge cogtsiat-ailater datesinicompliancéd=withiéventual>commissiont’
rules), and is not requesting a’decisionchere’on’&dsty &ostia1avion
recovery, or. other:details: 1To:grantuthis>for CUCC:ialondy however,
would be unfairito other;utilitied./1"Doind soifeyricute widld’allskfio
CUCQ; cost jxecoveky - without .fear ofrviolating the prohibitidA ofivitg
retroactivesratetiaking/-butiwsild:roti'dofdo£6% Sther-ttilibiesivid
Whateveér.we deoide onceqialidccésscand’cost i¥etsvery-shouldipésyd orld
decided forralliutilities-at théldameitimé.b .Théges{sduds grave 21w
currently beingraddresséd-in[1:87-114033fetrallitoysd buosdxo Jzotolul
7.3 SwitchediAccesgor '=oiiieg adld 3qgobs culs sw ¢llonid _

coifgo [cSwitdHed idcdess =18 thé-switchingland trddsmissiondeVi s
provided by(CUCO to.cénnectrothérocdreidracwith - E0cels (BUdtdmEPaY 122
Switched-adcessrisccurréntlyra<Categdrycl mondpoly 46¥vidée,bolaoupat

viao DorCUCO proposés:d sWwitched acdesscidte rstyastabe modéledoIn
after thefoné ‘adopted for:PacBellicin’tlié IRD dédigionp withviievo: as
switchéd acéess:charges comparableto:thdddiadopted for GTRE, sdFhEs
proposed rates represent .a:rédiuation:'of "approdimately 50¥<frsém 22767
those in effect prior to January 1, 1935 {i.e., pP&sént fates).r-<.V
According .to:CUCC,! while<still -abéVvé cost!,! this raté reéduétion
significantly:furthers ithe <Commission/a/objective ‘to'Hiove “raEds 2100
towardccost;fuCUCGaassertsfthatxutilliatﬁdﬁfbf?GTEGféﬁiEéhédf£666§§“
rate levels recognizes thefCalifornid markét for ‘switéhed ! dcddds 1 p
and .provides balance bétweeh competing Yate désign objéstives. 2it il

DRA supp6Yts CUCC's proposals, fpointindg ‘Gut that €Helsoy o
reduction will: encourageuse "of: th& Yietwork whil¥& providing torduasiq
contribution to keep residential rates at a reasonable level. DRAHRQ
believes theré .will ‘be -no negative ratificdtions £rém /4ddpting
CUCC'’8: proposed 'switched access (Yatds JOATET 'and PacBél D ¥ECHHneNd 10
further reductibne.s o3 sxudersstqg sd Divow JT  .borovossy od yem (yns
z1n0:We rhdopt :CUGC’ 81 prépdsed: ‘sWitched 'sccess yét“é“‘itﬁi"&flﬁ'é\fmm
Our general rate guideline for Category 1I sgrvicéfiﬁ*th%ﬁ“th@¢k£t€”“




equalsthe DEC/:u1-A ikey. exception<is that .tharate{eXcepts3taritoqqgo
residential) is set at the higher of either the current(present)oio
rate, interim.rate;»oXx :DEC, tosoften the transition: tovcompetitive
rate flevels'ts CUCC’s current-iewitched access' rates ‘are. abbve: bothiuz
the interim;rates rand DEC.{> No-party recommehds rétaihing CUCC!'sri1q
current switched ‘accessirates. !:To ibe consistent!with: our: priceonc:
guideliné, . Wwe ‘could; but! do not,»retain”CUCC!s - current! switchéd isvs
access rates and:raterlevel ;7 Rather,{ walower; access Yatesto' & o3
level which generates about $4 million (nearly 30%)»léss:;.than:ntolle
current ;rates st While jafdeviation frYém our: exdeption, "‘this is
consistent with:our overridind goal: to .move irates (towarxrd cogbtHivorrg
_-z2012 Both /CUCC and DRA :propose reductionso of/aboutii60% :from rse
current levels.)JiWé ‘are unable; to Yeduce caccess rates' that:mudh adua
while balancing’all':othér.:rate :design-goals:and:achieving the aaovos
revenue trekiuirement\kz siNonetheless, tby.rxeducing :access:rates :by,ivisz

nearly 30% :we tmake -substantial . progress «in moving :access :ratesi .tooX

cost o fvirmanaoy bLiia Faul 5 189 O3 DIV 101 yIinudicyge sas o bhozed
AT&T points out that CUCC's interim switched access rates:
are .thogé‘of-PacBell . and-are ruch lower:thanithose of .GTEC.
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Adoption (6f [CUCC'8 proposed: rates will<be, a:rate-increase from 50UD.

intérim:ratesjfactording toAT&T. » While true,: intérim rates were oi
adopted without:the beriefit«of .the :record now:before.us;; and the: i
fuller and more thorough consideration of all the many.competing iz
raté design ‘objectives we:undertake-here. [Iotingd Bae TATA

svods aoAT&T:andsPacBéll::prépose :CUCOswitched -access’ . xates 'be! 35
réducedcall:the way:to:GUCC!s DEC#A They-argue -the ~IRD deéisioh 5ixd
cleairly. states:our «intention that.Cadtegory sl servicesibe «cost~ s ni
badéd?::Whileithey arercofrect ;:that ithissis ourwintention, they
overléokctha éxceptiongwe applied incIRD. z2-For exampleépWe ‘adopted
GTEC .scproposed ‘actess (rates, iwhich:are :greaténﬁ:haﬁ {GTEC!'s -DECais
We cbuldcsimilarly:-s8et«CUCQ's switchedtaccess rated :ahove DRG by, woil

keepingsthemrat éurredtolevelspito:moderdtecthe transitioneffectsd

oni dthérjratepayerscb We déoline toldolsocd:Ratherpiws useithis toni



opportunityi to,-lowexri CUCCG!s switched-access: rates . and move themrups
closer to:gosbtyorun odd roifsis Yo waiiptd 5d2 Is doz ut {(Isltnobinox
et e 16 - ATET arg’tie'authat ‘rates greater thah DBC:cannot ‘beyit .sia1
sustajihed-bécause :competitors: will: be-drawn -into thé market-andsisx
prices:will> falls!a To ithe . contraxy,pwitchedrac¢cess 18 a:Category It
monopoly:.gervice! with.competitioh not reasonably.vidble ora i1iocsu>
available:at: this‘-bime_;' DICUCE- ‘can: pektition: to-move iswitched ddcéss p
to Category.sII, with: pricing flexibility, when .compétitivesx znsoos
alternatives: develop. ¢l ss011) noiilin #2 3Jucds asisronap doirdw [oval
ni :AT&T contepds:-that: CUCC's.switchéd racdess rates ;willotsus
providel.profitsto:cross-subsidize -helowicost-pricing . for otheranon
services.#0.Hhilel/AT&T :48: correct :that:we /do riot. élininate cross-
subsidizes';at! this time,»'no spdoific profit: is identified withosiruo
access :rates.tv.To:thdextent(xevenués exceed costd:foraccess of idw
services»:those :revenues :afe used for.’othexr.purposesp sugh-asuiovor
keeping .residential:rates rlowsoThe (totaliixevenhue s:requirenient dsrnaon
based on the opportunity for CUCC to earn a just and reasonable jzoo
return#:oo0s hadodtwa nbraral 29000 1ad2 Jwro z2infog TATA
.D'AT&T ‘contends :that rswitched accesds rratesfabové (DECcallows
CUCC tor-extracti-eXcessive profits from cémpetitors,Zincliding 'AT&TA
to fund:CUGCO's ‘efforts:against rits .dopetitorsihwHerdisagreeni Ouri
imputation mechanism:will( prevent ‘anticompétitive/crosss1iw Eoifqobs
subgidizationynsm 2d3 [Is Yo noidsrshiaaon deounoted? sio Bns toflud
AT&T and PacBell argue:that:dccess ratés:shouldibe:priced
at DEC ‘and the ‘reveriues ‘otherwige :produced jfromcatcess rates above
DEC should ‘Be (¥écovered fromrafli ARUS(! :A87discussed more [thofoughly
in a sectioncdevoted:to 'ARUS1beldw, iWe reject tlie:usecofran ABUSsIo
verdd  Alternatively, :PacBell ‘recommends-any rrevenue [éhort£411 5d
from Pricing‘dccess rates AU IDEC be iYecoveredrfrom:CUCC!8 -basidrovo
rates or Ztlié"ICal-ifdrnidrHigh «CostsFund ., (CHCF) e2<Neithercoption,;23id
howavefriCis available for:CUCCar<Pirstp'th& basicyratéssadopteds oW
heérein ‘balarice imany competingfrate ’design:<doals~and cannotizben tgead
increased<to fund:thissshortfalledi seddéndf we docnokiexpeat1CUCC to

- 81 €8 -

Y
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rely,on the .CHCF following this GRCsu-Rather,  high costareas Wi1116/
be determined in-oun universaliservice proceediny c(oyddyuhot i1 no
Instituting Rulémaking »{Ri)i195-01-020.7and ‘I1495-014021) »? We  Wills on
there egtablish requlatory.poliocy which is' consisteiit with''cucGrgIn{
need, if:any,; and - competitionnit o ai2siis o3 paibofont vedeoxazal
»~ AT&T states thatif (CUCC!s :access: rates are: to' be ¢ 1o 010UD
"market-based” as CUCC argues, thennthewratésyshbuld’beTyétTihP?HS;S“
paxity, with PaoBell's,rateés, sincerPacBells is! CUCE’ s> indjor! adjacent
prqovider,.. We, disagree.. Switched access \is)a Catedokry’ Ibvekvicend 2u
Category I, rates .are.not,marketrbased.> /To' the> exténb! s’ conaidak rot
market:.factors,  we seek: to get) rates’ ati costioo Theiadopted: elriteheay
access rates move,fUCC’s, ratesstoward .coBtisiiopassvsr sdi paiaaossbbs
AFQIng;quengRAJs;reliahce>bn?tHé';RDfdectsioprdethé’ﬁ3
proposition: that, small; and: midssized LECs:recovenitheixicbbts ofi J1sd
providing be¢low-cost; basio;exchange: sérvicet from{dwitchedsaceess> baa
rates is misplaced, (AT&T:argues that-our?astatement>to>thatréfféar o2
in the IRD;decision(D;94-09-0653smimeo.ipil 248)rtreliearonasquateids
from 'D,91-077r044, (mimeos>pr33; 41:1CPUC2Ad:1§ 19} whichiATaTiotIrlonsy
belieyeg,supports.its;proposal that:acgess:rates be>based:dAaveosti 1o
AT&T is,mistaken, »The;pricing printiples-advanééd:inri9919are moe b
thoroughly developed in D.94-09-065, where we recognize thernésd>intg
some caseg,to,price,switched access.ratesiabove DRGriic DU
110 1PacBell ;argues thatsit:and:-other LECs:(as:wellras ATAlrsial
interexchange;carriers; (1BCs))iarecustomé¥svof (CUCG!S Tswitéhedi duiw
access services under-.anroriginatingirespénsibility:pldanb(ORP) jae 1o
PacBell and CUCCjare¢inegotiating:aniORP;caccording@ toiPacBsll. If
CUCC’giageesg;charges areiexcessiveryePacBellsstateésithatti€sod ASA yd
customexg:angd it,will.be harmed.D>To théicontRary,iPacBelltgcrates st
are determined;by the:NRFiprice formula;randithatsformulardistndtuloni
specifigg;;ylgg;vgngbysggcgggygates:osPaoBelLlsrdustodersfwilrsoiVXSB
thereforginot.necegsarilyibe-dixectlyiaffeqgtedrizSinmilarly,ftocthesdo
extent PacBell‘s start-up revenue requirement and IRD rateoideoi3ibosm
rebalancing included funds for access rates, PacBell will not be




harmed, . In faglk,, if: the staxt-up¥évenue requirYemént! Was Mot bHaddd Y
on the reduced iinteximiaccess; rates <andia 2 factor rédubtidh wasgh o7
not applied:to PacBell .rates,:PacBelll cSuld :Have Bengfited: ByVItjant
interim.rates.. The rates: we establish must’ balanee ‘céhipeting e o1o:i!
interests, including the effects on IECs;,» LECS/i CUCE/and CuCCtg boon
customers.- { Permanently. reducing .CUCC's ‘switched adcéss Yates
balances: these, compéeting: dntexebtswrds ,asvpis DIUD. 2 “hosed- Ixdliea”
1ansihis Heynote: that) to' therextent  our adopted:'access rated’ allowd
us to,satisfy. upiversal service goalsyithosie accesy ¥dtes! may Heed 19
realignment,withithe: adoption of)either»6ur: deuigion in'ithe Y10L2I6D
universal. seryjce; proceeding, (Ri95>01+0203 <IL95%01-021)4 1A deciFioH"
addressing the recategorization bfa'act:eés%from'"C%:'Eég’bi“)ﬂ IXtoh! 222906
Category,IL;>or; another décision in® this: eVolving iHidhstiiA
Parties will,have{anropportunity to:address realigimeht! bEracteysiord
and other,xates,in:the universal=serviées proceédinyg]1ocal pitibivoitdg
competition;proceeding; (Ri95¢04-043} T195¢04°042) orcother!” ot asIns
appropriate proceeding:i s It is>prematir2- td- attéhmpto fukther'” 1 ads at
resolution;ofiacceéss rate issuesiheré; howeverjowitholt? thd- bandfies?
of the.evidence;jargument and>polieiés beingeonsiderdd in'dthayrilod
dockets:sPartiesiwillibe hearditimely initherappropriate’dther: ™74
proceedings (s ssincosst o oo (230-00-20.4 at Bsgofsvab yidproroni
CUCC agrees withsDRAIs:volumes forvéWitchedfacedss?2so »ioe2
interLATA services;rbut:¥écomménds intralATA volumes! Ealiaidtent
with itsiintralATAtollovolumes:zusWeradoptovdlumeéni consistant owiehdni
our estimatednintxalATA-itollcmarkebiandiCUCC's magket sharg{ss 22006
31 . ((Finally; CUCO:agreesiwithecertaininodifications peopbsad s
by DRA to.CUCG!sintrastatécdcca@ssstariffx (1765, 2remdding?Eapifs ' DOUD
references ‘tocservicessforcwhich CUCC.hastnd fdrébastdd Qsmand; odavo
including:the (twoeyeardlinitatidn-foR grindfitherdd pribacé~13dad o¥s
serviced/ ivemoving«the eéﬁéci’al-qaccessr:éqrﬁharge‘;’daﬁd‘-'iﬁélﬁé{ﬁﬁi 1io9qga
changes cint;qndéd itézelarifystariff zapplicadiod) 1sene adoperipRAT o X o3
modificationsss (91 brs Jusmsriupss suasvst qu-3isia o' lisdosd Juodxs
od jon [fiw [[sfiosd .203s7 azsons 10} abnul bebulont pnionslsdot
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7.4~ Private Line,..Spedial -Access, :and Miscdllanéous Services: [isi1iis
7.4.15:Private :Line -and Speoial! Accebgs Sexvices v s{3sitl i ounild 1:
CUCC and DRA agree on proposed rates -and:volutes,iwith b.V
the ceiling rates equivalent to those adopted:fox ‘PacBellits private’
line ‘and :special:access ‘services’ in:the. IRD deoididin\ { Moreover,
they agree thattheispedial-accéss tariff:structuxrerand: fatel hlnodse
elements addptedzin:IRD.shou1d~be1mdrroredwip.cqccls‘apebialvaccées:
tariff »1 We -adopt their: Yecommended’ rates, :rate: structure,. and-wofln
volumes,. =hns o391 AN ayasoldaun (sidachitant 1o0) oWt has aamt'ra;ur.r,i
DRA says there:are:some minor: differences fin: vzouninnd 1ol
intérpretationv05;someatariffgélemean;nbubsdoesunob;explain or
support its viewiTiHé adopt:(CUCC's proposgéd. tariffs. cyne ady =d Joi
=43 {1i-The parties agrée to grandfather .cexrtain«private lineiinab
sexvices:fox twoiyears,/ atuwhich' time these .private :line servicegisii
will be billed under;the:special;access tariff.{oe adopt:thismovor
condition. tr n1mus lo lnuo s sldsnorest stosz iftiw arrodaud abivoug
, 1abyo Finally, .DRA- proposes.-a nonrecurring. speocial’ o¥der chakge:
for :voice grade :spedial access services of :§526: per,ocourrence (i
cucce recomﬁghds’nOrpharge:pgcausenitbhaSgincorporated this element
in its -installation charge.: :We-adopt; CUCC's iproposal.
7.4.2 Miscellaneous:and Special ‘Services o »3:idzs o'A9d Jqu 5 oo
2ffsn <This :dategorxry.-includes services such:as:-PBXi mileage,zrosis
special assemblies:of ‘egquipment:: emergency :911y.:and high. voltagewsd
CUCC proposés rates xYefléctive of: its costs and balanding:competing,
objectives. ¢ DRA Xejects CUCC’s -cost studies:and recommends: a>btoos
percentage increase .«i.We ‘adopt' CUCC's :proposed: ratés. consistent n3eh
with;our«overallrpficing1methodoloQYruekceprwheréxdiscushednnﬁﬂaaz
differently :below \Thé parties agreeon volumes, which we:adopt.ob
CUCC proposes to retain the fire reporting service rate
for existing customers but not offer this service to new customers
(i.e., grandfather these rates). DRA is opposed DRA contendsﬁ#_m
e €18 LSRR SO O 0 TONDIATEY AR W A G 5T
volunteer fire departments in rural areas. DRA be11eves thatwemalr




rural communitiesrshould:continue to have this gervice option;l even
if there is little growth dn subscribership, biWe ‘agree With‘DRA. P.V
7.4.3 'Directory- Serviceg. 1 I)é;;r:qz':'xq no ooctpa A0 bos TOUD

7.4.3.1; Directory Adsistance =zoidit o3 tuafeviups notiy i ltsn ody

,ioven Both GUCGeand;DRA'agteeﬂthat?directoryraséiétancefcallsif
should be'charged-$0.35 per call: ::.The parties :disagree on:the y=:i3
number,ofh"frgeﬂzéalls:péf:month;:reférred?tO”as:théfcalbﬁ anonoafe
allowance.,o GUCQ: proposes a: monthly.:calli-allowance .of {zexd forliss3J
business and two for residential customers. DRA recommends zero'fov
for business and :five for Yesidentialrcustomers't aysz Asd.

O uLCUQGapresentérnowérgument‘whﬁ‘itsaCalluallowadce:bhopldni
not be the same asg thati ddopted (for ‘PacBellfand GTEC:in the IRDquz
decisiohizxWe'adppthDRA's*reéodmenda;ioh:fozﬁconéistencyﬁwith the
IRD: order.: -This strikes -abalance! between':the needto gererate vioea
revenue from-a>largely discretionary service:and:the degire to' [[1w
provide customers with some reasonable amount of customer serviceoon
withoit additional:charges.>:Also: consistent: with the rIRD order, we
include intralATA - foreign numbering -plan-calls in:the /monthly-call?
allowance,: as' Yecommended by~DRA“andiunoppOSedsbyxCUCC.az“ﬂﬂﬁ! 0UD

The pértigs*didputé‘prpjectéh revenue from:this serviceii:
We adopt DRA's estimate of :$221/,517./6 CUCC*é restimate Hignailt <.»2.V
unreasonable’,  based on' no residentialiidirectory.iassistanée calls
beyonﬁnthe'célliallowahée:gnDRA'sTestimatgwxeliee{oﬁJPacBellbeCallf
distribution® data’.to festimate: the rumber .of-'calls beyond:the 1q DJUD
residentidlrcall>-allowance fofi-five:per 'ménth, appliedi{to .CUCQ s nido
data onvesbimated=actdalvcallg;UiItVisixéasoﬁablesto:esﬁimatersomeq
residential:'customers will-exceed<thé monthly.'call: allowancejicas'Jiw
does!"DRA’s -estimate.2c CUCG contends DRA erred:by not:‘cohnsideringlib
odnt 9oivica patiteyst il erld atsdst o amercgoiq DOUD )
218m0d2UD wWoit 0F sdiviea aid)d 19310 Jorn tud atsnodzpn prnijtaixo rold

abrodnon ASd  .bbdaoggqo 2@ A9 . (29ds1 ozerdd xodIislbnsip ,.9.1)
12 Forelgn. numbering .plan callg are .calls . to a different . area :
e R R R S T R R B FarnBiiR (907 68
Sah Francisco +(415). A5SQ .zrots [stux nl ainomiiegsb oril 1sodaulov
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repression ‘effeqtgai:To thecohtrary,” We ‘are> perbuaded by DRA thhts
the data-already contains compensating! factors thatiwould have 2189
resulted :in ‘overestimating the .repression had-DRA applied a Donodeg
separate repression:analysig.: qu- 2153z o3 Yo w200 106 TOT 80UHOVST
7.4.3:2 1 Directoxy. Listingsg: :({1iw safeianon aoldns o Drood aoiHvod
We adopt the recommendation made by both CUCQ ‘and' DRA Jo2n
that. additionaly'directory :1isting charges:(it'e.”> Additional
alphabetical/listings:iin' the white pdgés)ishould be: $11 00 peroitt((id
listing per.month for both: businéss :and! resideritial>custoheYaiissal
7.4.3,:3 o Joint .Uger. Sexvice D0UD s no bsaed acnulov topisl aslti-ilas
We adopt CUCC's proposal to lower the PBX joint uséi! raté!
from-$7.50 per,month:to $3.75,equalizing' joint ussyiseY¥V¥ice rates
for -all-types of ;subscriberd:to 1joiht  Us€y" Bervicés(s DRATeonchrsicd
with CUCC's proposal 2aoivion szeidl 1ol a2snuiov Istod Jaoyrys a'DOUD
7.4.4 Billing.and Colléction jisazs ASU  .roiraetgor 1o noidsluniia
CUCC proposes’ no':.changesito’ rates :for:billihgsand J2svo10d
collection:.services.; Withi limited'eXception;j: CUCC’ g rated exceed
costs. foxr. .these! séxvices,> and! CUCG: proposes no: rate’ inéreasén 1t o
consistent with the: . objective:of considerihg>underlying’ coéstsjy Jasl
according .to .CUCC. 1.CUCC worriesithat increasing!its:current ratesdit
will:-impederits ability to.competeilist 3 Zeuibn ow dobfy o3enlias
i:tidsoz v.DRA-proposés :an iinorease> of: 5187%v: DRAiTbelieves!theserrniis
services, which are primarily used by other providerstofiriab ods no
telecommunications services {e.g., IECs) should>no¥Ylbeyimhuné fioh V
the :rate, increasés: borne: by, customers; oft others sexvices provided by
CUCC.~. ‘DRA states,thémodest:increaserwill>genérate additionalid 702
revenue without:discouraging use ofrthede dervicesis ,zoayolqns ofil
tirr-Inathe: short+runyr firms may -charye’ rvaluéibased?> prices do
in competitive markéts;s charging whatever the:market willibear:{invs
This; mightibe many:times the provider!s costrof:seivice.zsOyversniavd
timé,{ howevery.conpetitors:;willr.drive:thesprice: tol cost,1oWhiléswedrn
could ‘endorse: DRA!sS" approacht to>ftest: the: market}2f and! foérecastd o
more revenues to apply to below .cost services(sweiwillonot.mwo rtissl3

‘:.;j.,‘,’(.




Rather,:ve -adopt,.rates; consistent:.with-our: pricing guidelinefonqyos
Category Il services; ({.e.,; the: higher; of, eithex.DEGloxr- CUCQ'g b il
proposed rate):.;:Weimusgt; forecast:(realistic: ‘estimates of itest: Year ¢
revenues for purposes of the start-up revenuerequirement:;: 5Jsingos
Revenues based on rates consistent with our: pricingguidelinés tbdst
meet that.goal.:> (::d yd obey aoiidnlasn oy =it Jgobs oy
{ CUCC: states. it agrees.with' DRA's -volumes for i interLATA sl 1
billingaapducollectiOhtMLCUCGHﬂigagfeéa:with=DRAJ§~VOIhﬁéB@formﬁqIB
intralATA: billing and: collection,: whexeyi accokding :to:CUCC/1 DRA Juif
estimates larger volumes based on a CUCC:market’ share 10ss, gfeater\
than: 16%,; 1aior X449 o3 1owof ol [szogorq 2'30UD Jgohs oW
saint oo DRA> states that: the .total, of ‘its :forecast volumes foxr o}
both; interLATA and.-intralATA: billing rand-colleation "are-:actually 1ol
CUCC's current total volumes for these services,l.without =2'02UD diiv
stimulation or repression. DRA asserts:iti:divided.theitotall &.2.v
forecast .equally: between :interLATA: and :intraLATAvioxqg 202UD
hoosoxo Weradoptyvolumes' consistent.withithé partiesiragreement oo
on interLATA:-billing.and collectjionvi:Wer agree with DRA:that:total>
test year.billihg and:collection:volumes’at: addopted rates will: bewon
no:less than:current volumesit Weitherefore adopt DRA’S <intraLATA»s
estimate, which we adjuet to reflect: our; estimate«d6f CUCCY s market w
share:in:the, intralLATA maYket’ as>discussed :in .the:preceding section
on the demand forecast«; =it yd Gosrr yliseiitg o5 dokiv 2sdivise
7.4.5) EmployeeibPigcouhtgla (2247 ,.0p.5) z2shivios 2ookdrnim osalon
o+ LzbivoAs discussed: under: operatingrrevénuesyi CUCG provides-a o3
50% discount: off of:the:mohthly. basic:service:charge for: ranhk andwuo
file employees, and;a:100% distount -for management:’employees . u:DRAY T
objects:becauseithe’ tariffs:do pot require:either! manhgenent
availability: or management's;use: 6f 'aihomel telephdne: fori utility i
business;oas. do: thosel.for: PacBell> and:GTEC. 2 Moreover; DRA''believes’
noxratépayer, benefitssacoruei from: the’ fn‘anageméht—ardiacountv',e'-while’_miJ
the discount! insulatesimanagéments from! the negativeldffectd of bluod
their own. rate! proposalsidivias jz0o. wolsd o3 yIqas 03 zoUNoaVoX 910T

L
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Consistent with our discussion!Giid&x “For&éadCVopeitifg t-V
eligibilitycbecbastd on-managémént availabiT{ty during 'éHerdéndfest
7.4.6 PIC Charga~ai cpsiaovrcg 231 wisdwosls an oead sfacr2ovar bas

: i~ rrDuring:the-course of rthe Hearings; CUCE 'ddreéd 't& childe <P
its.requested. intralATA prihary cinterékéhanges ddriidr (PIJ) ‘chiYge 19
from:$7 to_§5y tosbdctongistent wWith théCifterstatd ‘chargéCiu:al] Bouo
parties jagree on:the&(revidedirate ‘and <voluries' > We adopt ‘ctfcdt 400 .21
proposed_f-raté;"aﬂdiv’olumea'.r{')in’w L#28 lo eumsoronl ne a2l eidY  .063.882

"4 [h2ocATET proposes Ehat«CUCCYs propoded PIC Chi¥gE dliould 212111
apply only once for any service order, even if theé eUstdier ‘dhafges ¥
both its:intrdLATA and interLATA»PIC siliultanesusly i Wé'dbfer that
issue to:our prddeedings: on presubseriptiomin iI.87-11<033 BtH 120104
7.4.7 PBX Mileage bDboitusea1 o3 sdivsas ot 1o xoizaravaos bas anivioas

{5 CUCG: proposes:rates: of ($41 001 per:17/4 118} éYinf{fhating

the previcus rate /disparity ibetweenh' nonéontigudus dhd dohtiguous’ 0iq
mileage ‘chargesito (promote simplicity 'and: unifoknity’ie DRA Proposes
$1.75 for.each 1/4:mile to similarly. ptromote’ sitiplicity aha:bny "0o51
uniformity.: 170 vo on ob o entlooh add bPis (soiveen oJdsy hosirasen

CUCC's proposal represents a significant rate increagé’”w @6
without reference to cost. Nonetheless,”we:idopt> CUCC! 8 piOpodhl-t-V
PBX mileage:charges'-are:in Catédory IIi»iOhi>§genéral priding
approach for the price ceiling:is:td/use’ the” higher® of2 DEC: o 2pisndo
CUCC's proposed rate.np QUCC's:prépdsed raté!may’ bé auutést>oflthe ¢V
market .{'.i Rhile: we> declined to adoptral rate:proposeédiby DRA that
would test: the:market for:billingrand’ collectidn;swe’ Giderstanad> byron
CUCC's proposal thateit: s .willing! to: face> its>esupetition? wikni oo
this rate,tand:.that CUCC believedithe: ratéwii‘s'f'eup'pbi—i:"ablé“z'i cotgrgov
proposal;reflects 'its)determination that>miléageschakgéa?ararans '0OUD
appropriateservice from which:to: obtajni¢contribitisid td r&VénueroI5s
requirement, according)to’ CUCCIUDHe>adopto CUCEY 8t propssal beoaed 256y
consistentswithsour Category IIspricihgdguidelineiiowWéladspt the
volumes forithis:serviceragreed:tdsbylthespartidais Yo vyadpid 2d3 szu
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2 CeBnivnunath riun (3w Juddatanod
43 Ipo CUC¢ recomendq ratea baged -on-its'cobt studiesy withnovos

1ncrease§, lrangig_xg from 15%.t0i80%. 1:DRA rejects CUCC!ardogtistudiésdn
and recommends here as elsewhere its percentage increasé? ‘Wg d.0.¥
decline to use.DRA's percentage -increase approachrasraigefieral
Pri:sins. .policy, and adopt .CUCC's propqsed irates withioné-exceptionii
CUCC proposgs ,a;-xate 0f $9.00:i{zexo): for KRighcVoltage Prétectidn tol
15,000, Volts ., We, reject a zexoirate -andfadopt-DRA'siproposal t6f 3154
$28.60. This is an increase of 25%, which is-withirn:the rangesoforqg
increages adopted for, similar; sexvices based on:CUCQl!s proposals.
7.4.9 21_1;5_@_1119_@;“ i rova ,tohic adivisz yas 1ol svno Yino yvigys

ieds o1.GUCG; PLopQARSs (DO, Xate. changes.r1:DRA recomternds -{tgadtt diod
percentage Adncrease, along with elimipation. of:911:flat: rateo’ osuaal
service and conversion of the service to measured rated,j# XtHd Vv.p.V

Lot ote We. do, not- use.'DRA s percent‘vrihcreaSe :agoux; génévral

pricing policy. 1 He adopt: CUCG!s: proposed rates.:ifAs explained 1q od 3
below. under' basig; exchange: gervices,: we:decliner ti:c:c'adopt DRA's psoflin
recommendqt;;pn‘ to, convert. allybusiness flat) rate:service torol 2v.1I2
measured rate service, and thus decline to do so for 911 seyvices tnv
as well,. ;; 5ic5¢ Saro tlinpiz & atiteaogor oo wy gt oLun

7.4.10.- t me Check hargé c=a o onasit L 3een od soneisiosy 'H'od*i'r ]

charge bg_) i_ngﬂreﬁseglth;_o& ,$1_0_ DO,-.':,U H,e; agre__esrirfz 5 oantry afd yol dosotnas
7.5 .Service, Connection, Move, and Change 'Chaxrges: s Lozoqoug a'I3UD
521 CUCC, proposes yates: for;gexrvice ‘connection:and :6they. sod1s
nonrgcurrlngmservices based on; its; cost! Btudies, the: need! fox3 blucw
contribution,to; reyeénye: requirement;:and’ thé:balanocing of:othey ='20UD
competing rate;idesign,;objectives.{:DRA:recommerids rejedtion ofss aid3
CUCC's cost;studies,and;therefore rejections of> CUCC!s! proposed:2o{0+q
rates,.,,;DRArecommends; applying anyincreéasé:of>54.28% to: présento1ads
rates based on; wagg;infla}:_ionls:mceiCUCC!S) lastyGRCiooos (Jnomotiupos
a3 JOur~pricin918ta_ndard> fori these Category Isservicestis toiod

use the higher of either:present rated;sinterim’ rates:dorDECGL azmifov




CUCC's( sérvicecconndction ‘cRarge 'd6at f'stidids 458 Higed "l current
costs with overheads. .:ThatcdspiCUCC ‘€aléulited "ATFU1TY JiToddredg non
cost (FAC) rather than a DEC for these s&rVidass "WIEHoUe 2 PEE, WeV
elect to use the higher of either present or interifi/Yieddsosl £.9.V
> iv-DRA fargues iits approacH ‘wad fadspteéd By €hé ‘Cotmission for
small and mid-sizZed<LECs«in IRD'and should'be ‘udéd he¥el (> 1o ovrsdo
(D.94¢09-065; mimeos plc264¢)> DRA i Partially éoxredt.t il thgdsia
IRD decision, we increased small and mWid<sizéd 'LECE " Tonrdsirriny' ©°
rates by .itherlowsxirof ‘eitheérithe spéréentdgeé’ reedéd to ¥ dddver the
revenud refuirement or:the ‘compoundéd ‘anhual Perdéntage of the oo
califérnia Wage Escalation :PActorifrom the: efFECt iV date BF thy V' 1oP
LEC's »1ast GRC /through11991n 1 THe “IRD ddcid 1o al ey iy st thotlever,2?}
that IRD:was not:‘the appropriate ordew:in which v hake’ rytd design'®
‘changes other:than thosd necessary to mitigare the 'dirvect eredet’ B
the IRD revenhué “rebalancing/ that! IRD Was' Hotial GRE £oY  EhE BrA1Y/POT
and mid-sized LRCs,:and :that! those  changes'should be considéred’ inC?
subsequent GRCs.:h This préc¢é&eding--6uccrs GRC-Yik thE!l prade'foxy B2ve
more comprehensive consideration ofiallrraté design: objectives and>>s
alternatives., {‘Without: a :DEC,. hoWeveY,r applications ofidur priding’ e
guideline 'is lifmited. : Interim rates’ largely reflsot DRA'S [- Y fopateD
percentage :incredse method.i2.TO thatr'extent,>wé adopt! PRA? g P55 123G
approach here. : e gt taesoxigpot soaovet Rolagobs ol
.‘Moreover:, ‘DRA> poihtg outi that!dn IRD'Wé Yimitediincreases
for most:basic monopoly: servides! to! 100%1° (D1 94-09-065; Mimasdilobiup
p. -8.),¢ DRA .recommends:rejection of CUCG!S propdsaldswhichséxeeedland
100%..'.Por example,t CUCC recommends!increasihy €h&’premises visfitisor
rate for business and residential customers -frofit $20.000 (présbnthicoc
rates).: to:$80.00, ! Helheard  from: many> cudtoméis:oppdsing this
increasg¢y pWeragreé:> Hé adopttthe intérim’ rate: fSrUpremibeal visitsld
of $30y75% . The adopted Boivicerconnectiontand ove®ald>¢hingélsiobol
rates representh-increages ofrabout>s4yidand’are wélluwithinPohigs DAY
100%-'IRD) guidelineinsiupor sunovat of3 yleiise ol 1fuaox ol oazsoroni

.é2g.vig o oalnt B Jqobs_ﬁns 836t ofd towol 1D sw isvewold 988D
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o TUCE . and DRA agree on .volumes forsservicecconnéctions'afid?
nonrecurxing %Q§Y10¢9{ - We adopt-thosg:-yvolumes, .cbiadtavo ritiw 23200
7, 6 Ex: h L] yrvices ;. onqs 101 DHG 5 asdd tedin {(DAY) deon
7.6. 1 E———Q———i—élesi ent tegt oro tamnovg roddio Yo crodeid add sau o3 1uofe

o ..CUCC - proposes ,monl;hly flat.rate résdidential séervice
charge of $17.85,; and a measyred sexvice charge.of $14.15: (cucd s
states; that i.th,fp_rpp,os‘an__l'ipqlagce,a the goals ‘of . moving- rateé-élos}erm
to qost, and .preservingjuniveyxsal igervice.: bovsoroni ww ,nokaliosh GHI

~i1 15-DRA pYopeses a. monthly,-flat xate rxesidential fservice =9Js1
charge of, $15.75,,{$17..85 :in.Elk iGrove -includingthe ‘Bxteénded Areavor
Service; (EAS), dincrement):,, and a.gmeasured -sexvice:charge:0£:$8:65 1.(&D
($9.75, in, B1k .Grove inqludingithe BAS :increment).:o-DRA!spropdsals il
are)Pﬂss%dJ\Q!L ite much dower (revenue, requirement. o:DRA«prices sty Joii3
regj.d‘,evn;}_g} Access rates .to recover:the xesiduali.revenue =idto zopnsds
requirement; negded; after:. all; other pricesare.getdodf.:thess UAT =3
Commission, adopts. a :revenue. requirement: higher.than'that:axia-bis bas
recqr__nmg‘p_giegid;_by{ DRA, DRA -yecommends that: CUCCis :r¥esidential basic=dua
access flat,rate,service be -increased up .to 150%.0f GTBC!8 11 2> syo
residential basic,access, flat, rate:«(i~e. > up.to:$26.87), withralli(r
Cateéory I basic access: 1line,services: also, increased by the samebitip
percentage, appl i_e\g;_t,o the, residential -basid -atcess:flatrate untilrog
the adopted revenue requirement is met. - Lared dosoyqas

LoneotnThe, first keyjexception: to.ouriCategoxy Ivpricing
guideline ,of setting rates equalr to)DRC, is: that .we.set ‘residehtialrol
basic,exchangerates: below DEC:in pursuit; of: our,universalisérvice .q
goal,;.Congistent with that;exception,- we,in 'generalf-adopt DRA!s 700
residuyal-.prieing approach.zcarojeun [nidnsbiasy hns sacniaud 10X 23p%

~1A8 we¢irdid;in;the, IRD,decision: for: PaéBell and GTEG;we:o1s's
first.calculate,CUCC!s;residential flatsrate by subtracting théssitoni

g

federally;mandaked;end-usercommon:line, (RUCL)) charge -f¥om CUCQ’s: Yo
FAC, and,diyidingithe result:by:twoiycFor: GTEC: we: needéd)to:qas nolst
increase the résult to satisfy the revenue requirementfsbIny GUCC'EHOIL
case, however, wé can lower the rate, and adopt a rate of $17.8S.

- 91 - 0¢ -
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This rate; is.wqll: helow, GUCQ!s; DEC, .and. satisfies; our, pricing io31ib
guideling (s 1t; 48 .a. 0,05, (0:3%),dncreaser from the: interim rate:of s
$17.80 (i.e.,;.$16.40 with the surcharge):ir It is $0.60 (3;6%) :more:
than -the, GTRC -regidential( flat: rate, of- $17:25,: which ig/wellibelow:
DRA's recommendation to keep .the.rate; less than: 150%;0f,GTRO/B. v 1o
rate. el paibprfont) 02,812 1o 93ny ~bia3al o 0wl (FV,ESQ) el

.o 30t (AR WE, Sald dnsthe (JRD decision;c t forpula: Lo, (px
deteymipe the rate levels,that:hest: :balance our: conflicting desires:

to move -xates: cloper; tp costs,and: keep, residentialyrates.sarnat aidr
affordable. j.Rates; must;.equal. cosis, to. promote economic; effiofency o
(so resource choices, gan ibe .made,; based. on icopts); and, equityi (80: nosa
customer, pays, costg;caused ;by: anpther; customer), ¢dfc therbasic rate

Pt wiiay

is, not ,affordable, however,. customers, will not: subaoribe,( and;we zst
will fall ;shoxt;of: our:dong;standing,goal: of; universal, sexyvice.:nWes
xely .Qn. our-Jjudgment ,s-infoxrmed by, the record and: our generalts no.c2
experience, (to perform this.balance..q e think. a:residential flatsag
rate .of $17.85.accomplishes: this, balance,)particulaxly, with:theoiad
redugtionfyom - interim yates. we -adopt, for. the residential, measured.,
rate.., This xate promotes our universal, service;objective, and;r «sn
positions CUCGifon competition, by: adopting,CUCC's; proposed:rate (a'g
rate CUCC believes, cannot: be higher,without making CUCC nsyunia 2 1o
uncomp aidpia ous $38 has apuinave odd ui ots aflss [e50f

Jv.ri2 Measured xate sexvice is available,;to, all residentials 43

customers, regardless of income level. The discount from flat;rate,
service makes, measured xate sexvice a practical;alternative for

.z52s 1 CUCG!B jcuxrent; measured sexvice xate ds @get,at .about 48%,,
to 55% of.the flat rate;,and provides a discoupt; of hetween $6.24
and ;$8.409, from .the flat, rate ;(depending upon, ong's service area, oo
including .the, current.-8.87% suxchaxge).; Similar;fo,our, approash fn,

the (IRDoxdex for PagBell, we start, by .xetaining, the .existing.:oiayo

*
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differential: between tivastved and ‘f1hv: §6¥vies which we thelr 24l .
adjustas we:did' fof’ GTEC. to' balance' Yevenud feds 21 WE adspt wbhive
measured rate Of $9.60.71 Thig seti the mehsliYed Yatk ‘at. 54¥ 'of tHe'?
flat! rate.swWhilé» 167 fe7an 1hoYeasds from the clirdentd méibureéd Yave'd -
of $7.60(including thal 8.57% sukcharge)jodt db @ reduetion of = Al
$2.99 {23.7%) from the interim rate of $12.59 (including the -9J61
surcharge)ijtand i $416517(321:2%)1 184 than! CUCC (8 Propoded rate.
Morebver,uiit! provides an :$81.25-ai seshntsEron ‘the adopted’-flat Yatep
This increases’ the' cukrentidigcoint and: Will provide dncreased o ©J
opportUnityy foY customels Lol save: toifey Yalative to flat rate D101l
service by donverting: from (fldv to! mdasured (yategp todr ootnoaot os)
5367 vize PHel §3,00 mohthlyslocalli ¢alling fallowarce Provided emofzud
residential. mbhsuréd: rate oUstoneYs teans thess rcust'ohidre ‘Gan take i
407 daytiiterlochl> calls’ of 6 minute'd gach before extinustilly the [liv
$3.00 allowande fUIf.25% 6f thetlbdal foalls fare ‘i tHe "evenings ‘and
25%! ake highte and: weekeiids o'the Gubtiomers ‘cah Hiake Up ‘to S17callsxe
before’ exhaustifigs the' $3100 alloWahde i3 The! beak=even point Whexe
measured’ sekvite becohes! more co8Ely thai flatrsexVice undex theboy
new ratés ig’ when the 15¢al® calls total:$11:25 7($3% 00'"aldowance 25T
plus §8125 diseotint) o0 Cugtorsid caft daks' v Ew149 daytine (éalls oa
of 5 minutes €aéh befoYe Yeaching the' (811l 25 atountoy 2 If 256 of ‘the
local calls are in the evenings and 25% are nights and ‘WeeKelds ooV
the clstomey ah make up t&5 192 calld before Yeachingthé! $11.25
amobuntls [T o1l Jacosnib ot (lovol s onnl lo zzalbitepor \2ysrodand
101 o Thife}! eheuYed Yata! dervice Providesd a I¥éasonable' ovivion ‘
altérnative for> thode® whe can 1imits thei? dalling/ afd<with the'auo
increaged diFcount: from ‘the flat/yYate- -1y 'd Féadsiiablé alternative’
to £1at) rate 'BerVide £6r Even’ nd¥e ‘cudtotiéYd. HFUrthé¥2iit Providés
cubtomers’a Way' to hodeYate the eff&ct!"Sf inéréasdéd ‘basic rates.
bS. 9% 11 We! Adbpt? DRAYE e dt indtd ‘Of thé HumbeY of fdistdiiero 722 oF -
conversiont FYO £lAVI LS MEasuvdd ge¥Vide's ! cUdd: §7estitidté ades brs -
bt FeEsyiti ze'  fadtord Whidh may1prevent ¢divdrsion by &6hie bribuloni
customerd to Healivedi 'dervite ‘€Vel if the deadiréd Fates would be i)

(|
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less expensivei’ Poirzexample,~some’¢ustdnera préfer<€latofdstedrfdpvo
ease(oflbudgeting and. avoidance &f thasriskisfebilicvadiatiohagsion
(withitheorisk:6f20ccasional high=billsd)..<othdrsiprefer-flat rivést
becauséithey:distilstiCUCC yéndéring fanzadduratebil)»JiThey ddinot?
wish torkeep:track:-of{ftheir(calls foridéomparison:-withsthe billifrémbd
CUCC,cand:they prefédy to'minimideathepoténtial numberroficontactaun
with CUCC for bill correctiénévﬁd86meicuetomeréjptefekiflét3ratesﬂﬁ1
becauséstheyrareselsysto/uniderstand; fand théyhaveibeeniuged
successfully foriyearsii-We adoptDRA'sestimate,“whiochrestinatedra
signfificanta¢conversidn, ibut alsoltdkes>intdbvaceount othdy faotoérsrob
While DRAY&1éstimaté! is:redsdnableifotrithe’test year;iwd>thinkbavenn:
more tustomdys will convert ovevstimeé asithey bedtome familidf withox
the potential-savingsiiandtfindrtheifi-néighborsiusingimeasuredrivoa
rates with>suceésslidarorest 5 21 aldl  .aysbd 081 o) boltsg odd Jimkd
7.6(1:11:180:Day Walvér: of:Moveiand:Change:Chardes o yoilog bBajinil
CUCC proposes that residential:customerad be:permitted 1200
days after the effectivewdateiofntﬁeséiYateb[iﬁtﬁhichttoimakeﬂup.toy
two sefvicelchangesiwithéut chaigeicqDRA bélleves cuatémets should
be permittedia’makimumiof two. changes without :cha¥gelifor aperiédron
of: 907 daysiokrimora! from* the:date thege rates are effective’ vniinlle
- The adopted rates may cause residential customers to
reevaluate the cost-effectiveness of flat'versgs measured rate
servicel in.Aight)of¢ theirh individualscalling:patterns{a:Sincesdurif
adopted Fabd 461 BHINYE YArEY E1080E £h, CoRra2 Al Lapbtet 002

v L JU
economiéally?fffib%ent,zw% fhouldspermitareéidéntial&rétepayérs)toij
Dovinasas Pd acl1 88 vely 110 921V 103  I(avaIod Fifia 1 glleo
take, adyantage Of] cogtibated FAreH T ThetsFOTE], Jhstianivé 314 150
tPF %RD}Ordér{I#éTadoptbtﬁf barti§§??propbéa}%ﬁé a}iow custom?rg1a1o
[ Jeeit 93 tomodeun sdl avio £ 00 vebh td odt1 aLubsaroa
maximity, OF £’ hATTEH 12,5 Sohyeraion] £108 Flab b9, flhsur2g isnon
service andiback) .9d1 odeulnvo o1 1o odrud 941 101 2313 Jnoisillvant

L el SRR K1Y i 335 1300 833, 3h o PRl SR e kY12 32n
makevupwtdvtwozdnfngeé&11He1dosthis:b?géuhesﬁpfdays{dOesjnotxgiveauo
a3 gt noriemsaint aifd ywlso paivy . alihHasrfon 6lo adi .o, doed,31avgod
ot BFFLE b Fline B ik bl it v Syn o 14 Y03

utility to initiate the change, receive’6sufficiéntobillsitésiru roqu
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evaluate their (experience undex;the new, ratesusing the.new:gervice(
compared-tosthe.old;igexvice;and; if negessary,icallathesutilitysto
initiatecsthe second:change. . (Unlessithe customer:decidesitormakesiv)
the..firsg- awitch,rgndenotifj.esnthg;sutility within:30:days;of ithesood
date :these rateg becomeieffective; 90Idaysiwillinot-allow:many: dsiw
customers-to-receive asfull:-mgnthis-billunder the-new;ratessbefored
theysmustjdecideiwhqther~tOzswitch?back1%§Jaoxxog Fitd 10} DDUD diw
heOur.desirxe:is,f0r customers:to:havesatzleast-opeifullysond
month;:if jnot{a;few monthgy-ofexperiencesbeforesmaking thatieasoovyea
decigion:1 There §s.no.evidence;thatothe cost CUCC:incurssforithesia
secondyewitch is any greatexsifothefswitchsie:allowedswithin:a ofidi
reasonableftime period greater 90idays;o Because this waiver:0f stox
servicegconnectgon;chargeegshould;notbbel1ndefin§;e;shoﬁever33w¢ o3
limit the period to 180 days. This is a reasonable.;balance;dof as3iss
limited policy to waiveiconversionichargesiwith-the time)customers.v
néed toimake:-aniinformed:decisionibiast 3sdi aseogorq HRUD
7:6.1.2:UnivergaliLiféline:Telephone>Service i 109110 <d3 19316 aysb
©:{rni2 »Both:CUGC:andiDRA propose>ULTS ratés:of:$5:162.foriflat ows
service:sand $3100ofor measuréd service. . Further,;: CUCC:proposessg cd
offering ULTSjicustomers a-50% dis¢ountson-EAS:calling;plans;:hThese,
o3 sycvoleud {aidashiszoay azusn Yet aodsY bolqgehs =il
s3pt boyuass aeniny 361 Yo zesnaviioolls-deon ol odsuisvoot

13xuForsexampleywassumegbillsaate:renderedseverbeOJdpys,nthejivxda
customer_is billed on day 1 (for. ga%e,dur;p%%gpqu:ggiqu§_3o troh
days), th& Hew rates®In°thnid Svdek’baebmé eftettiVe''on’day 1, and>"?
thescustomer:leatnsioftheseshewsratés-on day, Lioi-Ift the;customer,os
cal;g ghp utility to convert service, on ga!m}ﬁ’“thetbiglﬂngeivqg
on diy’50 wi11"be*lhder"tha dld schédule’®” The BI11'dn " day et witi®?
charge:S>days undér thefoldjschedule;and 251 days>under, the;newir o
schedu}%i,ngg bill Ep day, 990 qillvgiye the cusnggi ghe first full
month Of é%péridhcd®indér” thd’ hel s hédule,? but”therd wlllipgiviixen
insufficient time for the customer to evaluate the billitors soivisa

d iné h ot t¢ back to. the iginal gchedule
Do Eor D laYBst Rty v 08 S0 AR b R 7 en thi Pukiibret ehe

customersmustsmake;the)decisionitol . fremainyon the)new, schedulé orsisn

CoTY L RIeR Ty P PR e TSN S e s

- upon whichitof{makesthe>devisionvoosy ,opnsdo sd3 o3sisdint od yIiilily
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proposalsiare:coneigtent 'with-othe'ldratewida pol1éy hd e BEdbr {dfled I L+
in the IRDiorderfand-arefadoptédohe¥d.d3ixw vilnailiosge bus (Jtowian
1> DRA proposes-a médifiedlddfinieidn £8% uLTS > {{€0cargniand
Basi¢ Exchdngedand TollnTairiff;dséhédulerrR-17°56dEion"1iY,17IRGTd 2o
No. 1. CUCC doesinét-oppdse DRATS ddyggestion; With SR exd&ptidn
CUCCrBaysithe definition shdild péferéncéi1AtraLATACd5 eIl as
interLATAvusersjsintadordance With“tlie rrb-'dedisiony Weidqreg!l =4
with CUCT,=and/di¥ect thaticucc file tariffsiconsistefit R{th"DRAVEOH
recommendationd modified €6 reflécksintraLATAIEE QLY Tag T{NCEFLATA IR <
users,ruy ool (zralsch wiyus (2dand (ovnsitusind (oicdan Issr (.p.9)
2'io towPurthedy CUCC may not2radGest PaveAl&TrecsVERy  fPometRE# ™
ULTS Fundifoyr thecdifferendevbet@ésn préseit andrddoptedreateg1oditod
Rather} ULTSiFund-reéoverysi8Uonly forrthHerdiffe¥end& betweon Endneh
tarifféd>andiULTS rateszo:CUGG avérs thdtIS$E Hasdtnbe idégiesEed fgdenp
recoveryfcand:we here“clarfifythe-rPédoVary CUCOrRidy (Xéqaeseotdiacqqo
7.6.2/7Busindgay wody  .bantsdtoy od bloode aontodn tadiy vinidsnolzasg.
5o CUCCiproposés - deoreading thé'measuréd service ‘ravé fdna =3
increasing thevflatiratéyiconsistent withicostd and: balansidgsd verir
competing-rate-désign-goals<i CUCQ:atr6nglyobjesteitsdDrRAE (o0 tordn
proposal .to eliminate the business flat -Paté "and ddnvertallzsac neo
customers~to measured Patesco CUCC argués:that-ciusdtomérscfeel
strongly about havingTalch6icé 6f- sérvic€y FUrthéR, 'CUCHrisderts o 4
thatcthe:Commissiontsrgoal of'aligning  rates 'With osts (gareido JTUT
customexs:pay_ the .costs:theysinpdsaisncths 'BysCeh)irddesd HEEYequiven
thereliminati6én of flatrraterséfviesds if1iw) olsx hotvason sesitvvd
% 2! DRAsrécommbnds'an indréaseczin (therratécfor ‘méasuredritodni
servigepfandCelimination ofrbusiness; FEX bugindds, {fBX?and PAL 370D
flatsratécservices!/ifAceording td DRAP flat Iraté ‘custdiér's 'sticuld @11
be coﬂvertéd torreasurdd service withcimpléientatidn 6f the FindY: 1o
rates adoptédihiereinoi: DRAfbelléVésfthabeUCO*shéuldxﬁéﬁSrdéred itg s
notify itsrcustomérsyof Sthe &limination ‘ofcthe £1AE\Yate SpYigdn 9q=oD
within 5 days after the Commission issues this decision. - DRA'OTIUDOY
points out that for over 70 years the Commission has been concerned
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with :.P.E?E’QE%Y:3C}}§rQi99:,.‘§u§§9m§!’§3 the (gogts.they:place:onsthelsacgoiqg
network, and specifically with theielimination-of flatiratei] ~udi ai
business-seryiceg, ; .DRAInotes;thatr.flatirate sexvicerig not an
optign.fox GTEC,customerg,sand;willobereliminated by.Octobér:1995:+4
for, PacBell customers as.a:xesult ofsthesIRD.decision:n 12UD .0 .oy
.. Despite;our;eliminating:PacBellis flatixate sexvice:in)ud
the IRD pxder,
he{eﬂﬁawé:hﬁaFQ;5!9@;@;1§29§upgrgeniagesngCHCCSs:buainess.flat d1bw
rate gustomers representing :a- broad.range of typesiof husinesses>nox
(e.g., real estate, insurance, banks, auto dealers, lumber yards;sou
museums,. churches, sappliance repairstoxeg;.craft gtoxes,qwomen's
centerg,-health clinigs, :xestauyranter-evept: promoterdy doctoxsy 271U
dentistsg, .lawyers, sveterinarians; accountants,clabornunions; firéind
distrigta, -ubility distrigts)«s Thevresponseszwere unanimousbinlizess
opposition;to eliminating flatcrate:geryice; (-Customexs:feelyverysss
passionately that choices should be retained. They wantato:have.a.v
the ability,to ghoose;the.servige that:best:suits;itheir needs.
They beljeve that;as long as :.residentialccugtomers have‘a flatr-ratei
choice, so;should:businesscustomers.) We:agree,; as-longrasprates oo
can reasonably.xeflegt;costs. 15iY vaonterd ~di sisaenils ol {szeqory
[5<To.do -this-we first;set the measured rate-at:CUCClsaroiaun
proposed . xate of $20.25: This.is.based:on CUCC{s8:DEC minus the:oiia
EUCL charge; which is;th (approachiused:in-the tIRD order:ito jrri
d@!iY?;RaggﬁllESLandLGTQQ'§;m€aauted;businessnrate.snGUQC{SFpresenba
business measured rate (with the 8:57%:surchargé¢) is $23.:99i~:Thes:s
interimyrate o(with:surcharge) (18:-$29:25: (Ouriadopted;rate is a ‘
decreage of.$3.74 (15,6%).«from the-presenterate:and+$9:00a(3Qs8%) 100
from the.interim rates,It.is also lowerithan-DRA'scproposedsrates(l
of $27.45.;; 0un adopted-rate moyes.theirate closer-toccost whiles od
balangingconflicting rate design:goals,cpositioning-CUCAfors aoiss
competition at:;CUCG's proposedcrate/.and meetingathe-revenue: ylijon
requirement. .ncicivob airdl sopzat aoizairwod sidd yo3dls aysh & aidiiw
banrevnon nosd esd otazinod =il arsoy ov tovo 10l IsdI o einicg
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We next increasecthevflatrate:to :$38:,70. J:Thig ‘rate''i's. ovw
set-'by considering '‘CUCOfs .PAQ ;minus the:BUCL ‘charge ~v.Itl g can (oviton
incréase"of:§11:67 s (43%):-overthe:present:: flat‘rate 1($27:03 with itevd
the surcharge) fandi$5:1760(17%). overithesinterim flat: rate :{§$32.94:351¢
with the surcharge}, rdridcig:thereforerless :thanthé 100%: 1imit: we ove
used.insthe 'IRD dedisidrii« (D194:09<Q6S;'mimeonp.1 8¢) - ThHe:$187455¢
differentialn($38:70 minus :$23.25) rallows business custoners:too yij
save money . under reasureéd:servide if:they maké ™Mo morxéd ithan 244
weekdayfdayﬁimeEIOcaltcalléfof-Sfminutesiperdméntheper.lihgnigﬁavnon
Business:dustomersiwhose lodalcéalls<of<5 minutes:exceed 244 - per.viioo
month will stillnfiridsthe flat«rate servicemore cost<gfféctive.
This ratéireflects (CUCC!H codtsiand privides-aubstantial indentive o2
for customersitoswitéh.to:measuréd-servicésprdonsistent iwith.oursho
overallipolicy¢s wan oAT .ooiviee horygasom 10 yhesitls 918 eesnoiaud

2151 ICUCCibélieves a'businéss:flat:rate of:$38,/7Qiisss0 highaos
as to éffedtively: eliminateé therflatiratesroptionpm:We<thinkzxsr:oldaus
otherwise. 1t Customers.choose:flat rateiservice (forimany reasons;: odJ
including costreffectiveness/cconvenierice, rriskravdrsion to.high iud
"bills, and avoidance of the need to check bills for accuracyi:> 2aist
Customers.who would othexwise: pdy imore:undér measureédcservice, or
prefer'flat ratesiforiother-Yeasons;,; will/still:eléctiflat:rateh ii:f
service. <This: rate refleats CUCC!s:costrand is:.therefore:effioient
andifairioid aocon (Jiw nofiissgeuD  nofiiidang-on (820 1o noidnitiai

[ iv8ince . our tadoptedrate-design-bringscratesicloserito zoin:
costs and:is mdre édéonomically-effic¢ienty: wécshouldrperinit business:
ratepayers-to takesadvantage:ofsthe newirates: nTherefore; just:dssh

an Daunidinen ol bivoda onivisa sdrit dall vaxsrido o iavae zanokatosh
wraos dnaliosr yvidogoesst 050 9dst odd zs paol

vortlca 1o HOI}.ESJSiVQﬁ_GBJﬁT 36f1 vainisdoer olidw ,2ud?
catis ¢in Be mideing dones Bas At uRAl ot o Rd R o 1 BgER e voa
example) assu@iﬁgazs%g¢£10a1léjare:dyringsbhe weékepdiforla swuikinoo
custoliesTtataavd naney (HeeY nel8aReatBEeltiates 18YssRaT % penvo

month(péralinez: aidi" .nolatsviod 103 oviltusont [snoiiibss zobivoxqg
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we allow residential .qustomersf180Q.days:to:make up totwon
convergions between-sexvice :without.charge, :we will:do-tlersamgofora
businegs custonrers.is Some ‘customers: expreéssedd.ipréferencécforrflati
rates to ‘ease budgeting;:to:avoid-the risk)ofihighibillsy-and:to od3
avoid the time (and:cost .nhecessaryto-.check ibills for-accuracyil Théw
180 'day -waiver of move:and: change:charges williallow customersitdn:y
try conversion:to measured service to .tésgt:théircdonceérndeci frioso1ih
28 (We' adopt- CUCC!s:estimate of ithe:number:of customgrsc-: avia’

conveffingrﬁd'meagured-seryﬁceﬁu;GUCC éstimdtes fa-significantyrbisew
conversion/ which:we:think corresponds iwith our:adopted.ratesiaiiioud

.ovii-While :it-maycappedr-inconsisternt to.rétainiflat rate disnon
service for CUCO(wheniwe:eliminatédrit -for PaACBellein-theyIRDsy nid7
order; we :think-otlierwise o iThe:midjority of CUCQ!s:-businesssinmnos 1ol
customexrs are already on measured service. The new rates(willisiovo
resultrinra-significant percentdge:0f:CUCQ's remaining flat rate
customers :converting: to measured rdtes. s Thisiis (compatibleiwithi a5
the movement of rPacBéll’s:business cudtomers;:which~is: éur.goaly=ifjo
but canrbe -accomplishediin .thisicasecvoluntarily byibasing thébuioni
rates onycost.,os 1ol 2l xezidn o3 oo ot 1o annebiovs bas (el fied

10 ,9viHercould:have eliminated flat:business rates previouslyzud
but didsnotr{iItzid:uitinelyto order-the:elimination:of QUCC's>397q
flat ird€é-gservice:-nows! Within-sevéral monthsiwe expectithe .onivios
initiation of local competition: Competition will soon dictateithes
rates and raté:-designs:uséd:by¢competitorszinThatiise, sindividual
marketers and:maniders-of-competingicompiniés will make thesés cizoon
decisiong rathérithin regulators.sdPeidingrourvturning theseavsysiss
decisions over to others, flat rate service should be continued as
long as the rate can reasonably reflect cost.

Thus, while retaining flat rates deviates from our policy.
for PadHe1i 4R, 808071E, 18 4REnaRE G136 EnRTRRINE BEOCUCE bl
continue offeringcflat géﬁegsérvicewsthélsb;bng$iée;i@gsfof CUCGtaxa
cugoREEdL 4HaTeR adidusiatal doRTdn ¢RIy BELTHER s ctBTR 300 100

provides additional incentive for conversion. This is:zespecially.ica
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true givenithat:local competition=is:on:the horiZoni« Whethdr i f1dE "«
rates remaln acrational:offering by:providers, and+a viableg fvu> 2Jn%
structure:in.a competitive.mirketfiwillisoon be 'detéimied by ‘the ALl
forces oficompatitionssamon roosann ol sofler o) alind Jielg (fod
7.6.3; RERxtended Area- idarfor iBlk Gfoveihfééw Bras oIS ovotd H{d .

7.6.3.1 Existing or Three-Tier Plan cozudn
. 5 CUCCHE irates: currently finélude 'an' BAS rinérémént’ for
customer ;calls-fromiBlk GrovetdSacfaménto :{gouth-6f. the Americah'V>
River). .For.e¢xample,:the present EAS charge-is $0.89 forDUD onundod
residgential (measured;::$1:69 for ixésidential>flat: and $5.00 foX ;‘ES(;F-‘.Q'.)
buginess meagsuredss These:chargesiare not-sépa¥ately dtewmized buti’
are bundled into the monthly:bill.12:CUCCiproposes-a new EAS »ni tiodd
arrangement:, consisting .of (3, cioices:; the .basic plah,t.the block: @ty

le)

i1 «j Underx, -the tbasic plan,uresidentialr and busineds’'ustomers
will xeceive 120 -minutes of-EAS :calling per. morith!at>no> dadditional>+d
Charg%ﬁmﬂﬁﬁllﬁ.OYerf120;minuteB(willtbg1chérgedvath$01021bef{xsﬁ?Jeun
minute,; not to.exceed $6.00. c:Under: the iblock: plani>iresidentiali anals
. businegs. customers will: pay. an additional:monthly’ feé' ofr$2.00 on 249
top of: their basic rate:and receive a' total:ofi 300 mihutes 6f BASHIT
calling .peyr:-month.:; Calls; over: 300: minutes; willsbe>chargéd! at. $0:02%"
per minute, not to .exceed: $6.00:{d Under; the' unlimitéd plan,ti axifnoy
residential, and -business gustomers willi pay: $4.00:06n top»6f their
basic .xate; and receive unlimited-EAS:callingiis CUCC states:dtrwill i1
directly, mail dnformation:about: the: BAS: options' to* allraffected 20367
customers,; inoluding:.an tindividualizedistatement>of: their{EAStusageso
for 3-months;.so,that: they: can: determine: whi¢h EAS:option:best méétats
their individualsneeds,: 11 .aslg 2'92UD sabnru yonoa avew [fiw allao
.o DRAIYecommeénds; CUCC/ s;existing: EAS: structuré béirét&ined, u"
and all CUCC: customers)payitheisame:EAS:intrémento fortunlimitedtBASOD
calling.r f DRA) proposes’ that: existing>EAS =iﬁcremén£srbeainc‘reasédaﬁfrid
the,game; percentagef-increases appliedsto otheribasiciexchange y{toqoirq
services, resulting in a monthly EAS increment of $1.10:for 2aA7 yvsord

- 100 #0r -
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residential measured irate:customersyc$2i16:for réesidertialifrar ove!
rate customexs;  and:$6.20-f0r. meaguredibudinedsrand-pPBX 6UstoMersn
DRA opposes CUCG!a plan becaude :DRA ‘believesithérplan {sireally-atic
toll plan, fails to reflect the customer concernsiexpréessedlat chgo?
Elk Grove PPHs, and willscreate additidnaligustomerrcébnfusisd andd-V
abuse. aefq sotr-oour wa pntdaix 6.3\
(o AT&T.-opposes .CUCC'!s i EAS:plan because it will ndt cover
CUGQ's -costs 1 AT&T assgeérts .CUCCO!s plan:will prYévent *compatitioniav?
because CUCC!s rates are:below thé rate CUCC:Willfchargeiits . (1ovis
competitors (fox. the monopoly building bloc¢ks necésgary to [providd=or
comparable, sexvicen s AT&T recommends sthat!: EAS :x¥'dtesFattleast c&6vér
their incremental ,costs,;and be set 'at«$0.03 per minute} wHi{led oo
this rate s still; 80-low-as.ito preclude c‘orﬁp'etiﬁibﬁﬁfAT&'l‘f'é‘é’é‘é‘ffé 1E
it at least reflects cost causation and redovéry prinéiplesbrs .slg
S50 12,CUCQL e plah fis. reasonablerand;s with imodificat{ion' to the
businees; BAS; described below, 1is authorized. :WeistxiVe to provide i+
customers: with» choices: and keep' rates :low.i1/. WHile DRA' 1€ '¢érregt>iriln
that Elk- Grove. customers’ told us' théy. 'do not Want' :to pay eXtyra fo¥ i
EAS calls-:rand,the CUCC: plan’ seems ito: introduce BAS cha¥ges wheye avd
none:existed; beforer>the: truth' is .that: présent: ¥ates include’ BAS’ G07J
charges.; Blk.Grove: tatepayers;:even*-ifi they did’ not! previously tfin
realize it,:haye;been’ paying’ arrorithlyifee’ foy> BAS0J Jon ,2pnka ey
ciciit CUCQSI8 customeYs:told us that:they want -lob I¥ates.id wHile'!
it was,reasonable to>bundle' RAS> chardes' in' basic’ Yates when basic #ed
rates were;lower;sit:is:less>govas basio fates’ increase. D Rathek, 1ib
customers:who: make: nosor: few; EAS: calle) should hot: be:fo¥ced ‘to pay vuo
the:BAS costsicaused'by éthérsiiiCustomers> who! hake! no orE&w BAG 101
calls will save money under CUCC's plan. It is>Yeasohable’ Yo'l tiaifd
"unbundle’sthe EASicharge?and>alloi:custdnéis: to® have  chbites.
Comparéed stoi chargingsan BAS:intrément: tol al)5a this will> 18uWsY the bos
bills:forscustomérsiwhosmake noior:féw: EASIchllsjzanditielll. mdkeso
properly assess:proportioniate chargés:for:thosa1whd)ard> averages dyorld
heavy BAS users(.f2 lo nsrzyoil 2473 vyldinos s ni pnidlueox \eaniviaa
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01While(CUCC asserts-i€s:planihad customer SUPPHOrEy DRAVIFHD
argues otherwise. CUCC used focus groupstandsuedeystin®ddvaispifig?
and- asgesging:its BAS. proposalh-:DRAthelieveés CUCC!d“mathdds for
eliciting;ratepayer-involvementzand:¢émment wére- {nvaliqy cipndnoveq
support; (DRA' points . out thatlratepayersdiat:thé Blk/Grove ppRs Wdygt
clear in theirfopposition:to-eliminating;corraharvging for[Badivw ow
DRA believes CUCC ratepayers strongly oppose added EAS7&Har§és and o
will oppose:QUCCIsiplanci:Wertome:to anothér:¢onalusion., i1l
viriedine 1Atsthéidirectionrof jthe ALJgdinrdanuarys1988'cudgy n1oDdio2
provided:additional notice:torits ‘customersiréfardingiEsiugaacdd vl
rate design proposals,cincludinglitscBAS [pldisys Cust'6msrs Wef&s 243
invited to;sendstheir-opinionsctozther Commiasiont & pPubli'd AdVissr; 0>
Based;onisthe:large-number of <Xesponses Sin f6ppSaition e cucorgoivion
 original revenue requirement and rate design reéquests) We kiow»T4 Mo
CUCC's, customexg willitellius-théiv opinions.tuVery feW Giistomers,
however, . expresgéd oppositionito:CUCG!'s:revised proposals oofgeton 2nil
believe CUCC's customérs nowsunderstand rEAS fecosts roney ‘eithey £6y 10
all customers or tailored to those .who use:EASii>:We thin¥X 'the 1w Pib
response showsicustomer ;lackcof iopposition to;> and acceptance of,
the three;tier plan~n We:believe CUCC's plan bestimedta its [sacqory
cqs}tqme_g_s_,l.,ggeedg and 48 fairad! rit coathzooorg a4 vnitub bainido ecew
=iy The;one .change wenake :to CUCQ!& proposal <is' to pridéd i
businegs -EAS :at:;$2.50, for ,the :block plan‘and $6.:00 fo¥: the ziion BULA
unlimited plan¢~ BAS is:priced below cost 2= Nonethéléss,  wet gee> hd OT
reason to:reduce the-present:EAS business increment fyom itsiibsscorq
current level of $5.00 for unlimited calls. We price the block’2001(
plan at;one-half. theprige of the unlimited: planf tonsistent with
CUCG'8, proposal. .siad noiatoeh Jsd3 odica ol 2 wolln Jon asob hroost
7.6.3.2 ;.BAS .Charges and Competition oriodw ,olgusxs 10l ‘bgbissb sy
+» Inod3ATEDaxgues (the-EAS Yates-are ‘80 low! ag'torbé belew costiov
While; true,, BAS, hag heen; understood: by, CUCC!s: custonersi dsTparti dfI9b
their basic .sexyice,i We: keep.CUGC's 'BASi rates> bdlowlcontd justian+? ob
we keep;all hasiorexchange,rates: low.re By unbundlihg: the1RAS! sodiodyw
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charges, we.allow rates:to betterrxeflécticosts and’bef§ifiito
separate EAS. from.bagicigervice:p ~uo0dl bony DUUD  Leaiwinilo asupts
101 - ATET- opposes CUCG!s-proposed(BASiplan;idonténdingit2wills
prevent competition.. AT&Tnadmits-itsproposed irategsarésalaoirioiin
insufficient to.allow competitionsiysHhile~-we adopt:CUCG'87Propssalys
we wil) -rely.on other-proceedings toiaddress>thé regolutidn of 7oI>
below cost . xatess iobfn seoqqo vipaoria 2usysyadst DUUD eovallod Astd
In gommentacontthe:proposed-decisiong (AT&T28ays2itgqo [ livw
concern with-EAScrates:;beingibelow costicancbesreétifiéd?if subsidy
funding;equal ito:the difference:betweén-the-rate é&stablished>£bivo1q
EAS and.ite .cost:.is availablesto:allycompétitorsiviasary npiash oinx
competitiyely ineutralmechaniémyprasccontemplatediid thacanivekadivii
service proceeding;(R:i95:011020,;21¢95<022021) ¢iWecdsoling it6cabeand
on AT&T!s .comment-cherev npizsh sinsy bus Intenatiupes ounsvot leiipiyo
Late-n3 ATET'S8 comment:was ot offerediduring /the préceédings 'and®
has not:been subject: to:dross:examination/iilt«is Beyondcthe .86opacil

did .not move to reopen:the -record. ~zwilt ot borolind wo sxcwodaus s
Lo -cAncomments, on the modified *PD,IAT&T ‘conteénds' that “itgaasx
proposal to fund subsidies .via 'a ¢ompetitively neutral meéchanishm o4
was offered during the proceeding in the cdontextlof its advédacy 'of°
the AEBUS.( To, the extent-(AT&T 18 rearguing-its position<éd the
AEUS, consigtent,with .Rule:77+3:we give ‘AT&T'S dommént' 'nd Weighe:dand
To .the, extent -AT&T) proposes a new:link{to the uniVérsalirdexrvice iiliu
proceeding: mechanism, .this remains-:béyond the scope of thigol 02691
proceeding; a3 9311& oW Lullen Bolirit{ou 10l 00.22 3o [oaval laosto
d+iw While we think; AT&T's proposallmight<have' merit ithis 5lg
record does not allow us to make that decision here. . W& h&Vé' iioP2UD
yet decided, for example, whethexr:to' employ) &:vouchexr/ivi¥thalr-£.9.V
vouchex oxi auctiontmethod for :universal gérvice fundingd2T-Without a
decigion; on: the:s mechanism weicaphdtr»adoptirar parallell vehicleitd Noy ¥
do we;know: the, specifics; of: AT&T s Propogall £6¢ EAS: Yites aajfdd riod3l
whether theimechanic#:caniberperfectedi’s Partiesd have 1iot had & ow
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opportuinitysto-assésd AT&T!8 prop68al P1cPurthé?{ we “d6 "Nét know if
this:proposalTis-feasible-whiléistill/deating a1l Sther Coimisgion 1o
and:legislative goalsg.oo 2*Afd paiylrebnu nolsqg uaas fnoteqgas oij o7 -
cNonetheleéss | cAT&T or-atothér rparty may “offer: thigoos Jedl .
proposal in théuniversal<sexvicésrilobalréompetitionfroroth&r1sgxa
appropriate:proceeding.z2i0theripartiesswill .thén have -anoit Hrinsiteny
opprtunity.ito-assessithe ;proposaly 25 Jzu{ .2viatbarstowq sdsl1gorgys
We may need to realign BAS ratescor-consider Gtheraist yen
options to meet the potentially conflictifgrgSalsrofunivessal-€.3.V
servicezand local idompetition inrthé EAS’dervidecarear jast as we
may need to frealignfacéédsiratesrs RASCYésolutionimight' bazusgyxs bun
accomplidhedsby.auniversalcsexrvicessfunding mechanisn; racratedevibn
realignmént;cor [domé . 6theRcapproachi _Wercandot 'Makd that dedisior 91U
on thisorecord;cbitiwillééxplorerthedeiissues iwhen dppropriatelyunin
raised-by/AT&T 6r ‘anothersparty ih:otheriproceéedingsy>UD .oviznsoxs
»ts aoIn commentsronitherpréposed idecision i DRATsayd ladoptisnaxe
of CUCC's usadésbasediBAS:planirequirég:that wecalsoffind:thea 'EAS 1!
plan to be a competitive, Category 11, intraLATArtbliﬁsérvfceP-E-D-V
which:canibe providedfby CUCQ'sg: c¢ompetitorsi2rIn reply. domments,
CUCC-and '‘AT&Tc¢disagree iwith<DRA. axciotaud obiverg (asder albonding ow
o eoinre.declinézto adoptrDRA{g<commeént ‘onithe -préposed»s ,z22z0D
decisiony) DRA's:Eomment wasinotiofferediin:the evidentiady :record vo
- in-thisiproceeding+andrhasinotibeen subject -to:dross-examination il
It isrbeydnd therscoperof [comments:pérmittéd under'a strict. readinga
of Rule 77.3. DRA did not move to reopen the reécord. .antaoned asusild
{is1 MOreovér, :DRA!s cSmment revérseés itsfagreement with the
partied=-which we tadoptrabovex<¢that 1 CUCO'sCategory I, rII rand sI1TI Rk
servicesiberas definedvin:D:89:10-031:and(D: 94409085 1od(See ninfgxs
discussidn iniSection 6j;!New-Regulatory:Framework:) b:DRAtsays the'aud
agreemenbiyaé:prqdicatednoncanadﬁderétahdiﬁgrthat:CUCCJBIEASHEWOIIS)
chargesrwould<bezincluded-incCUCO'srbasicrexXchange flat(ratesprandus-
not basedion-ugages ,Bveniif truejiiwécaresrot-:<donvinced tHis .factiaye
alone requires avrecategorizationuo doro 1o 3nemsisde bosifsublvibmt
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1i won Further,.AT&T.contends BAS-ig priced below:scostysiThis>yqo
differentiates -EAS fyom intraLATAitoll/idccordingsto>ATLT ;cqonfrary)
to the apparent assumption underlying DRA's comméhbg vDRA=&nswere™ s
that, accoxding.to.CyYcQ, (BAS;rates: recover:projectédiaccess
expenses, j Me-are not convinced-that-anyo-recategoriztion is (rooqoiq
warranted here. . DRA.may, (However,sraise:this issue~inigthert«orqys
appropriate proceedings, just as we:suggest-AT&T: or:anotheriparty.qo
may raise AT&T'!s:BAS propogalsy 2a% jnoiisoat 03 banit yoii od
7.6.3.3:Revenues-and:Bxpensesa;:iincoo yiIsisnostcg =21 Joen o} anoliqo
"« ns _DRA argues-thatcthesoriginal joint: exhibits-oll revenuésin2
and expenses wWere.baseéd on:CUCQ!s existing-BAS:planjfand no boon yum
adjustments axe :necessaryruponiadoption:of ¢CUCC{snew(RAS:plarniy 0205
DRA states thabt CUCC'scforecast inoreasgrofe158.7.million’BASnpifsot
minutes on-topof a-jointiexhibivrbasecofx18(2 imilliontminutesiis o
excessive. CUCCponithecotherchand; gstimatesgsithatsBASivolydebandx
expenses, will vincrease;oiWé-think.CYCQ!s-increased:-estimates are
unrealigticj and. adoptntheresbimates1inrthecjoinb -éxhibityv 2 050 1o
7.6.3.40- Confusion -and:Abuse: il YICHRIRTD (aviditorion Aoad od asflg

.= HiieTelephone rates:are ibecoming ‘moxe qﬂdimbfe:cqmplicatedtééw
we unbundle rates, provide customers .moreschoicesy:aligniratésrwitho
costs, ac¢ommodate:existing:ccompetition;cand positién:tompanies and
customersfor -future competition?l:Wecagree with:DRA=zthat CUCOlsivob
three<tier plan may-introducésome:confusionrandcan:opportunitydifori
possible abuse. ;Wertheréforéaadopbfseveral’measures«Eo addxedsait 11
these concerns. .ireo0s ardi negoss ol aven fon bib A4 . €.TV ofuidl lo
asfd dijirstunweLadopﬁ CUCG!ssproposalcthabFit‘direcbly.mail

infqrmation:on,BA&:tQ:affectedrcustdmersvonThiqoinformdbidhvshoﬂldéq
explain the)benefits(ofcconversion-fromethersystemlof: chardging-allsa
cuetomerq;bundled{EAS(cﬁargés\to;tHeLunbundled three=tier plansauozib
(allowing scustomers withifeéwsBAS:callsrtorsave monéyrandrgives:ooips
-cugtomers -.choices cqnsibtenbswithethéraoaﬁsttheyaimpoéeEén:bhesgisdu
system)i. 21t should:clearly<explain:the Jption§, and61ncludésand»ﬂou'
individualized statement of each custodmer{scEAS:usage fori3pox onols
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representative months or the 3 immediately pre2@ding”m3AcHg?? 2-9-V
Whatevey: 3smonthiperiod CUCCichodsés s8holuld Be thé Zamd"Eor all
customers):(iWe-will{direeticuccito submit?ita pispdsed  EXSThoride 102
to:thei Cominissidnts {Public. AdVisdr fox EpPréval BéfsxrE°i€1f4 =»'POUD
mailed, ;v sts asz2n> $ 2od [l 1 Ao aossc boacqorag atASd qoebs
~o e JenSecondy BAS minutes*should bé'inciudedatént sl dibselfdentt
customer bills. ci-This isisimilaritoithd"addouhting on Heasurdd v v
servige bills ofcall>lodalcubage+(eVeil LfIbEISATERECSIV0 allowadcs™
for residentialccustomers) v Itemization fof fEASTHinUEes A all
billd,willrallow each-customer '€ det &¥ing 'whathér YeHe{# sadctéqa it
planscontinuesntd bestrmedtithéirnigedd. J2un bap ool suizg Hodugal
_aonivioThirdssjust fascwe d116w waivéerlof "mové anid “dhafdd “chadyes 2
for-residential and-business aqustoers Upon dASpEidnFof tHedda' o tohnl
ratesswérsiiilarly f2equire waiﬁ{eff-fdf'll'aof‘dayé' Sf I'ch&Pges cuce devd
wouldsotherwiselassessccustoniers iforadp to itwo Fénargeds ‘bet wa ek ‘RKS 7%
plans.iThisywaiver.is E&parate cfrenyrand ‘ihdépendent 'of 2 thg 2'20U2

waiver of icharges ‘bétween:measured cand (flat Yat&igeyvice sl o0ivhs s
7.6.4 2Zone Usage Measurement:Servide .2enivioa I1 yiopoind ol ealus
>vi WeradoptiCUCG!s récommendation,; With'‘which 'DRA ‘agrees, to
continue 6fferirid *ZUM <« :Zone:3:'¢allifly abidaytimé Yatés 'of $0.:10 1150
for the first minute:-and $0:04. foreach additional milute'? withH 3o%
and(60% ‘discounts «for, avenings nightifi’and weekend deyvigeloe-2onsinib
7.6:5] Conversion:of Multipaxty Servigeoonciaib a'lfsflosd svorqqs of
+1Re 4dopt::CUCC's :recommendationy! with fWHiel DRA ‘agreediCts'd
convert all:multiparty. service .to single' party sexyvice.)s Mddeln' Joeai
technology ile.gf, 'FAX machines; hohie ‘conpute¥s): maKes' the Bhacihy 15
of.:telephone 1inés’'1éss priVate,i less ‘decurd, Wre difficalt], Fhd> i
more unreliable. Moreover, party:1inéh do’ HotIu11sW ikiddiattsiionan
access to.the iend-useri:béing "¢alledand do frivt prvnit B 911
operator, tq:instantly.idenbify;the 'st¥est address GF thb! dRl1inyao1q
party ascln -kéeping with ou¥igoall to improve sedvic®uality Forallid
California'teélephone: cubtomeray we' drdeks conversion! bf) wuitiphrtyreqe
to single party; service.nJssitp dnuoneib s 1910 o3 2370 sou0l w0 (GHI
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7.6.6 W)xq wiatsiboral € oy g0 arfdaen ovidsdnozsrgox
rrs CeNtrex ig;a.Qategoxy Il:gexviceis Ourspyiédingrguidelinein
for Category.Il .gexviges ;is;tojgetsthespricesceiling atvbDEC:or:otaun
CUCC's propoged xate, (whighgver:is highex. iWé thereforetdeolindito!
adopt DRA's proposed rates (which in all but 2 cases are highet¥r[lax
than, CUCC!g).. (and; adopt ,CUCC's-proposed:ratess »In three-instances
where CUCC!s DEC. exceeds CUCC!g:proposed-rate; wé-iadopt {CUCCIs DRG?
Where CUGE hasgnot ,providedia DEQy)we yadopts.CUCCI & pioposéd iratéytoa
1o AT&T argues-thag-in-the.cases where:thezimpitéd-pricer 1ol
floox. for.Centrex rates,igs above-CUCQ'g:proposed-rate:S6r-DECjwthé&id
imputed price floor and must becthe:adopted-ratesd Centrexiand-PBX{(q
sexryAce with.direct inwardcdialing (DID), arecalternativédgervices.
Under our imputation fjml,eé_cflo,r :Category II:sérvicés; thé-DIDiratersol
must be imputed into theiCentrex:sexvice pricecfledreliWéradoptralnt
rate. above the.imputed price flooriin.ithe-interest:of:nét .revealing+
CUCC's pricesflooxs forithesge services #5.CUCQ may:subsequéntly.fi14
an advice letter consistent with our-NRE:downward:flexibility pridew
rules for Category II services, if.it:iwisheswsiacsM opgoU ngoX  d.o.V
-t assie a180.adopty CUCC!s proposal- for:distance<densitive
Centiex (service line pricing. DRA argues this conflidts With:oiriioo
ruling; in. the IRD, oxder:.:;iTo, th¢ contraryithe :reasons we déclinedol
distance-sensitive Centxex: in JIRD;do ot apply here s :We:deéliriéd brs
to approve PacBell's distance-:sensitive Centrex ,_bega_{;g'e 2PacBéllts 3.V
pxoposal, also provided for: nggotiated rates.:':We7statéd that
negotiated .rates, conflict: ,with our: clear; distinction Between 3Ixsvioo
tariffs, and .coptracts,(.and xaise .the possibility.of discriminatoxry.si
priging in yvjolatjion . of PU,Code Section:453.; :CUCC:do€s not:proposdo
negotiated distance-sengjitive .Centrexitsq ,1svostcd .sidsilosny siycm
He: also deolined .to radopt, GTEC{s: distanceisensitive' rateos
pr OPQgé}i in, the; IRD order,.. GTEC’8s -proposaliused Yeourring. rates 12qo
different \than, ddopted: elsewhere in: the,IRD.order. piRathe¥ ithan Y3169
specplate: about: the, appropriate, discount:«to, the: ratesadopted: 4n i [0
IRD, or force GTEC to offer a discount greater:thani:itsisng aflpnia od
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contemplated;sgwe idéclingd. totadopt GTECTS PlAN7 I 4dd Inbitdd 87BEVE 8“
resubmit(itsfplansafteriveadingt Ehét IRD éi‘de?“"in[tﬁdcfsagésgi 7827
do potheed: to inviteiCUCCito vddubmit €4~ pPdpdadly~> - (notin i
7.6.7 5 PBX Sexvice:awen [fan it bl (e9adsr Dosooog 20000 sgqohs ow
{.o1.0:0CYCC' Proposes™a PBX.Erink fedsuredlvare’SE-§20. 35°8Ha
flat rate of $26.75. DRA proposes a PBX trunk measured rate of
$27.45-($33.60 in:Rlk-Grové) [andréeliminacion sf"&ﬁa"f‘la"’“?ate.
Both;partiesirecommend:-elimindting: ché2ricéd /difrerential” 'bet’\?é‘é e o
buaineae andipBXsflatrrated, v Liad modaud ano 1nafaz ayumodaus o215
o 8 IWeoretain business £14tcrdesiferdicd wni1s” {né”‘SQiﬁd“'RQJ
flabjrate¢tQIreflecb cost . LW 4A6pt (PBX “E2EAN ®easursd AHd Flae ({57
rates:consisténttwithrour:adopted ibusingss FatESS and dl1mmal & ¢HeY
rate differential between business and PBX flat r&‘&f. °‘fHeTgag &3
increment is not included in the rate butllépfh”édditigﬁf“‘d or.a.v
consistérit:- with:our:adoption 6f <CUCE §1EAS PYan 20) og adT
7.6,8 ;- Forelgni Bxchangd Servife ((FBX) 11 =islveli toa ob ol .eudivios
it it - PRX+is ‘a:non<egsential! ‘'Category I (8&¥Vvicé foy whichvt B
is no-readily-substitutable ‘optionils CUCC propddes rates ¢ohsibtent’!
with its assessment ‘of cost:anidbalaitcing ‘conflictivy Yate debign’ ©
goals, as:it:doesifor all: Category I:'serViceés.> 'DRA “pplisy ica!’ »uv
percentage sincreasé dpproach’ ds it 'does (fOY Catedsty I’ servitesi”144®
our pricing guideline fér- a{l\l; Cja;ite“gq%‘r?“r”"}}?;o l?;i t5r.9.%
services, other than basic service. 58 té price at the higher of
the current-level, interim- ‘Tevel: 'or° CUCC'B DEC. w10 'cuee s “Sha prats
proposed rates are Variously higher! by’ 1owek than’ preseht’s %teé’"‘gb{
interim rates;» or. DBC:i1 He ‘do" hot' /Be& Hnhy> compellifig redsons’ tolobive
deviateiin this’case:from cur ‘genexal! pkicinyg' guidelines? Thuy sws !
set FEX rates at the higher of present rates, inteériif® yatds! %mncq“‘q
DECHoncaotg a'AR0 1o fotinator vaibieroost o noidihos al
7.6.9 Cubtom .Calling Péaturep'rizcaaf cncdqysd eiitolifed odl (a9Is¢
' ad We'adopt{.CUCC's!Yy&commended: ¥ateslowith which® DRAChIBELY?O*
agrees)o for, tustom calling: featured] and!thes vollmed’ Yetidckadsia o
the: parties/vrJoint! exhibit .2 DRAVPYop6Bes’ highérkateditdr” tdur {29069

Lad

aldng
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sgyvices 1_(.59}3'11{‘33551?5?:?\’} programming; fee,r1iné> huntprografhmingoo
feg, buginegs call trace.per agtivationitxesidentialcéallstrateiper:
activation). Congistent,with our;Category)>IDpriting guidelines; of
we adopt CUCC's proposed rates, which in all cases.exceed CUCC!S. 0.V
DEC. ,Where GUCC.did nqt;provide a.DEG,:we adopt:GUCG's:proposed
rate. Y st Daqtoceos donurd X04 s ponogougg ANE L 2U.2A8T 1o aded snfd
..,:GUCC ;proposes that,;huginess: flat.ratescustomers:bd) ablevs?
to sglect two qustom:;calling features free;randresidentialiflatdsod
rate customers select one custom calling. featuresfresyiffom fouriemd
C}s‘a?:j;:c%  ; {programmable toll, .distinctive ringing, speedicall 8 code,
call forwarding),,.. We reject;this proposal,s:We genérallyiseckitss!?

[y

unbundle gervices, and gee no,particularireasonsté.deviatézfrom2olst

Tk X1 Sd
that pringiple here.
7.6.10 Miascellaneous Chaxges o35t o3 ni bobufloni Jon et dnenaanni

The parties xrecommend different.cghaxges:for miscellanéouso
services. We do not deviate from:our:CategoriescI:andoll:pricifig?d.v

poligcies,, but adopt, the higher,of .either;the presentclevel, interim
leyel, or, DEC for Category.I-and the higher of CUCO!siproposed rate=!
or DEC .for .Category,. LI Where .CUCC did not-.provide :a:DEC:study, iWew

FEE SICR SRS ) 2

351 X1 bt zzosuatacd poswdeod Ietdaoo¥¥ib oJet

use the; higher, of the current,.:.interim,. oxr: proposéd:rate aszs ,zlsop"

LaZy xRS
1

appropriate... He .uge, the, volumes agreed to by..CUCG:and DRA:,DS oD 1Y

FRL P W

7.6.11 Public Access Line, Semi-Publie, Iabiup vatoityg 160

et re A

1o %?;%%%%%0 cterd nedl cerddo LEODIVION

o aza Ppblic. telephone service .is .a .competitive,i:Category. 1T, oi{J
business, seryice, ., Consistent: with our: Category.<II :.pricing: bo2ogoiq
- guidelines, we decline to, adopt DRA's.recommended percentage i1ixoini

PN | £ [N
increasg to existing rates..: Rather,we adoptsthe-higheri oft CUCars'eb

< 2R

proposed rates or; DEC,;  aoig« zmoustq Yo yordpid odld Is asist XHY Jom

In addition to recommending rejection of DRA's proposed 0dd
rates, the California Payphone Association: {CPA)..propobes:thdt €.3.V
restrictionsion, the use.ofz Publio,Access: bine I(PAL)3 g6rvice be
elimjpated,from, CUCCis,tariff,as they,are} removed from those! ofi:oo10s

PacBell, and GTEC, :;In particular{, CPAtasks. that{rules’ governing;usaell




and usersreatrigtions,sccompetitidn incOrminusrdervices,and: fpronis
competition for intraLATA toll calling inrthérpayphoné mdrkét -be !
the same for CUCC's service area as for PacBell andTOTEQ(': HE&EYdgréeV
and willirequire:QUCG td adoptcthe: samerstandayds.in“{ts:tariffs as
we require of PacBell and-GTBQ.oir =i i aoensst Istaavorinoed Jaos
7.6.12 Notice of New Rates youy t.8.v
Customerssmust beitold OfvthefﬁewstatesfaQOpEédiherein
before they-willihaveithe iriférmation-toimake Hinformed-deoisionsjrox
such ag.convertingifrom flatito(measukediservicerd Théreforejrafter
reviewiand approvaliof .the néticélby the Commissidn!s:Publig:iv t231s
Advisor,ywe:zdireot CUCG:=térnotifyeits customers of [the A&W rates;osl
inoludingithe :new-flatcand:measured frates;| thelocal medsiréduiriqoa
service rates, the 180 day period for up toTtwd conversionssbetwesn [
flat and measured service,:and:the 180 :dayiperiod+for Gplto two
conversiorng;betweenBAS:plansiinzthe\Rlk :Grove ‘opdrating:districtsom
7.7 EXiBLing:Sutghg;gegeawﬁqg as {erur Yo tadrun opicl B asvien 3i
«:i :Both .CUCCand iDRA frecomménd ireméving .the ?7¢97%¥surcharge riv
on toll:sexrvices  and-the 8:57% present(8.54% ~interin):sgurchardeonf>
intralLATA services. .The parties estimate-this recomiendation willi:
redyceitest year 1995irevenues dbout:$3.3 million 1{4:9% of cthé s ad
adopted-revenue -xequirement).. [ :Ng-party “arduesyfor rétentionsof .4%d
these; surcharges, (towef oi savadoidw (280 1o DI yeddisl iaod ogveds
fno (Surchardges [can-be -a source:of-customer misunderstandingp 1o
distrust, ;and complaints.-:Moreover;:general ‘gurchargescan limitizoo
our abiliby toirelate allrother ratesito:their-underlyingrscédsts,fonon
and can distort rate relationships. Thus, we seek to use .zos3ivio=z
surcharges:sparingly, isuchfas when itied-to specific progiams or
costgz{e:gcscDeaf -and;Disabled TelecommpnicaﬁioﬁbzProgramﬁneiaiiisni'
Universal :LifelineTelephone\Sexrvice,; NRRradjustments lipsito 5%)indisn
He-eliminate the use of surchardges -when:we\can. ashivoig D21 o3 Iy
a4-122This - GRC providesgcthe :opportunity to-elirinate\two iisiupat
significant:general :surchargesj cdand:¢ollect sthe rrevenue "requirément!J
' bavslgeim at
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through rates..:-He.take:advantage ofithie;opporhunityixandxadopt bits
the parties!.recomm¢ndations: pnifins [{cd AlATeLInt 10} Ok Isnmon
7.8 ABUS and-CHCPRun [[st56% 10l os £ofn 90ivies a'DDUD vol susa oid
v 211t ¢ The -AEUS, s Orrarxelated-use-of the CHCF, wasidne-ofi€he bhio
most controversfal issues in this procéeeding:s ([=Hond Yo srtupac 9w
7.8.1 cucc aadml wait o aoidod SLLALW
1o 10 CUCQerecommends:.that'$7i8 fillion (10.8%)-of:its
requested irevenue :xéquirement-becfundediby a’statewidéiAgysis cucdad
proposes-tha-ABUS becauthorizediuntil<-CUCCI3 flradtiNRFixreview;sr rouz
after whicdlicits:reliancde on the ABUS:will end. icThevfunds derivedvos
from:the -ABUS wouldcbe:used:to préservecuniversal sgervicecby.tozivba
keepingiCUCQIs CdtegoryrI hasicrlbcal:exchangesrdtescat-dffordablent
levels; according to CUCCol qu 101 boirtsq yeb 030 odl ,uode1 eoivioen
w3 (CUCO saysithatcdespitéits numerousicost reduoing Hre Jsl3
measures:oversthelast csevéraliyearsjiitsrcdostaremainchighcbecausso
it serves a large number of rural and sparselyipopulated-areas® Y.V
where thetcostvof service.is-significantlyrhigher thanfiintthe
densely:populated -citiesi2.CUCOrasserts that-thefAEUS will<fuldo? no
those:Category. I services ‘otherwise priced-beldw cost;vand will<noti
be used: toreduce the iddat- of f€ompetitive servicéés; as-alleged -bybox
DRA. ‘Rather;i-CUCC-sdys-all:Category.I1 .dervices must:-be:pricédiqchs
above cost (either LRIC or DEC, whichever is lower),:prevénting=csd?
cross-subsidization. («CUCC:argues-that it-isiillogical-tozload
costs on accessiand-toll ‘rates:iwhenthecCommigsionchas just.Jeucfeib
concluded a:seven-=year proceeding to rebalarde ratésifor thédéds two
services. aufr 03 ¥saer ow =il Leaqidenolssior aisa Jrodeib nsd bie
10 2-CUCC- statés thatimplicit- subsidiessinratésrarezsvisdotue
inefficientrand«xrésult.iin-competitdrs Cargdetingtentrysintorthdsejezod
markets (to undercut-service&spriced:abdve rcost foTCUCE [pdintdroutviny
that the FCC provides .Universal:ServicerFund Support<to LECsH iwhileoW
regulating viapriddrcap oriincentivecniechanisms¢ “CUCCiaSserts
this denionstrates:that:DRA!s 'objeétion:zto:the use f6f“ARBUS ‘withiINRF{a
is misplaced.

-y
i
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< simes CUCOs states:thats the:Comiisslon® has? anplé hhehdxrity tbUo”
employ an AEUS to meet revenue shortages under- ¥2ghlatdr}' pswars?””
vested 'in; the,Copmission:through!Artiélei12] Se¢tion 68t the
california,Constitution;sand Public Utilities Code’séctisna4siy?V?
453, 701, 728;-and>768:} 1CUCC! asseits! thatzthe 1 IRD! décidi1dh?1éaves”
open, the use:ofran AEUS.for:LECS::ICUCCIargues thatiite! pddiestdalt
ARUS of3$7:18 millionynapplied-to the statewideé ULTSIB{11ifdg Bdde'sf
about $10.6 billion, makes the monthly bill impact/o6fvies ﬁ?&ﬁ&?ﬁi}
less t__ha_n;$~i63.ﬂper1cuatomér.jcn st owznt odd sovasiiasd ARY
« ni ybWhile its ratesiwillfultimitely-allow CUCC'€6°bsEH Jorat
recover:itgicostg:andjchallengeits competitdrsj GUct belidvédanc?
AERUS- is necesearydfor,aﬁlimited timérto faclliehter théFtrSﬁéitioﬁd’
without dramatica11y41nctéaeing basior8erviéderdtes oTCUCE 555&é§‘“
that the universal-servicasprdoceédinguisiehd Eoradlif~wiich?t8A =rd
detegmine how-to recovervthecshortfall iadsdosiated withipridingrsocd
basjc.serviges.below costi:but .in-the: intérimlthé'shértfélr'éhduld“
be recovered through an AEUS. Notleq »ifdug boop
7.8¢21:DRA: 1) dscqqua [aionaail zabivorq SOHDY sdd olidd
e DBA opposes CUCG's useeof'an AEUS.[ DRA be11eveé thé)AEUS

cqmpgpition.deRAJbelieVea~the\IRD=deoi§10n rejeétédfhsihg’dﬁThEUS,
and it should be rejectéed:here as .wellypecdua D20 of ofdsfisve fon
~hs 1 - DRA recommends that (CUCC!s ‘revenud raqiivéent ‘be
recovered from:company:<spedific rates. HIf CUCCLS Prdpdsed Yates 139
result -in:a I;Qvenug;ehortfall,.DRA‘recommends‘afbompariylspe’bif:ldE>£n
surcharge irather;than ‘a surcharde on ‘alli‘other Gistomexs <{h cuaezt s
California.  Having anticipatéd competition sihce 11991y DRAVHESEY LS
that CUCC should have implemented sufficient ‘dosbtFfeduct{ond: by row
to.ensure -it..can:provide affordablerbasic:serviced/'Othetwise, DRA
recommgnds‘CUCG-delay its .commenceriént ‘of/NRP -Yegulatib Uitkil giiey
jthoutirblyxng'onlafstateﬂldeﬂhubsidy89351 8232956
RA réjects CUCC's asgé¥tionf that lthie"ABUS: dannot? be® Uk
to reduce the costs of competitive services. Rather, DRA says this
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could happen;3f CUCC!s.cost,studies)understite: the!'adtiidl costs of
Category 11, §6xviges. cniny nopnricde swinvas tona of 2UdA us volgha
-1 DRAscontends that,thesAEUS is/unnecessary>foxiCucc "since’
CUCC!p.eaxned.rate.of return:in reéént yearsihas beénthightnnygt 50
CUCG, needs; trangitional jsypport:into:incentivedregulatioh, . bRA sayh
it: may obtain,that ;suppoxtsfrom:Citizens;oCUCC'S pardnt:compihy}o>yoc
and .the sharehqlders who.stand toidirestly:benefit! fiom thatto PUIA
iQQQDEéYé regulation -: ffid vidiacy sd3 asdim (aoillid 3.0£2 Juods
DRA believes the issue is not.whether>the 1ARUS) ratd! ol

impact per customer isilow oxrihighjubutiwhether any aubsidy in a
competitive.intraLATA market -is soundcpublid policyicoDRATasseYER™ !

- s

that ;surcharges.-mandated-by statute (e:g+j[CHCP,IULTS;2Deaf andzudAa
Disabled Telecommunicationg-Program)yshould nétybécconfused witHIiw
the ARUS,,;PacBell ;and AT&T:SupporbstheABUSyraccérdingito DRA, Jsd1
because ;it-is.in.theiriselfrinterestitosHaveolower adcessd chargaded
DRA charges:that:their-self:interest, -however; isliricompitible-witH
good public poliecy, L2UHA s dgué]ﬁ} bBoyosvonar 5
. While the CHCF provides financial support for utilities.v
serying ruyral .and small metropolitan:areas; DRA-believés(the
Commission. intends the CHCF be disdontinued :fori'small fand mid-siz&’
LECs ,aftex, eachshas -had a.GRQo-iTherefore;:DRA beliéVes .thé "CHCR 1§
not available to CUCC subsequent:tosthis:GRC.us{ot 2d blueda 3t brs
«PDRA xejects AT&T!s -réecommendation:that the "AEUS be made
permanent ¢ .. DRA-contends that recovery of :CUCGIs revenuel Lorsvonsy

requirxement ig . pot . auniversal::service ‘or-public:policy issie, ér>t
an issue fox, customers of PacBell, :GTEC-and allriother Califériix e
telephone,companies, :but (is an:igsue i £ox. CUCCand /CUCE alone f01ilnD
7.8:3,4 AT&T _and PacBell snsinitituz bodromslgit overd bfuoda DDUD Jedl
asia |, en i AT&TBupports the use: of can-AEUS. sIAT&Tbelieves “aécéss 07
rates should.be: sel. at ‘CUCCt8 DEC,»>:and the :subsidy ithat highey mooox
access rates .yould.otherwise:providenshould bevexplicitly o3 slds ai
identified and, recovered inithe, ARUS.s 2'D0UD alvsiox ASd

atd3 aysa ASA ,rorisd  .eoniviow svilijsguod lo eieod sii3 osoubhoy o3
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' wi1 =m0 This' willrhave: severals salutaryreffectsyfactording tdisoia
E AT&T. First, the necessary subsidies to support belowicost:service)
’ will be clearly identified and the Commission can work:torréecovers.\

these: funds ‘i1’ the> mostjcompetitively neutralrwayir ! Second, once
the subsidy afmount is glearly idéntified and:madesrecéoverablesfyromr
the AEUS;; CUCC!'s long-term economic;viability :will:ibe fmprovedt ([id
since! there willt be:rio risk: thatiuneconomic:oross-subsidies:willobe:
reduced by competitioni .Third,» toé theireéxtent CUCC!s switchedtus od3J
access ratesiare based on cost:;’uneconomic;-investment: by efficient-w
switched actcess: providers>will be,avoided ;i Forth,;the ABUS applied
acrosg' dl 1: telecommunications: companies. surchargeablée’ revenues will»
have a 'dé mininus (effectyrwhich AT&T: estimates;to)be;about 0:1%>per>
billi.rSrifth,® ginge ithe) ARUS!is; noty.easily,avoided by. custometrs,y 4ty
properly. places: the: burden: of« furiding .universal- sexvice;onjallis o3
télecommunications! users-and not: just, a-gubset  such as: purchasersis
of :gwitched accessani oualyg o a2l pniboovorg IVNDED aid2 Srnidd 2en
«otvio AT&T. proposes’ the: AEUS: be: mader permanent; pending the: 3:d43
outcome "of- local: cémpetition proceedings.: AT&T believes;use of:an:
‘ AEUS is sound public policy consistent-.with price cap regulation,o =

since:its :purpogeis to ‘subsidize -below-cost: basic. exchange

services 'and not :to - shield:CUCC; from.competition. -AT&Ti argues;that:
higher access ratesforce ;all:Californians to:fund. CUCC!8: COStBir1an
just- thlie rgame as :d6es an"ABUS -{since IECs passithe higher.access: i
costsithroughi ;their-rates to their :California ‘customexrs).,;except: 1o
that thersubsidy -ig.hidden-in:access -¥ates and is explicit.dn;an.dio
ABRUS h:Moreover,:the AEUS is ‘a:stable:sourceiof;, revenue, according,,
to-AT&T, ~whileé thersubsidy hidden:in rél_ccps_s.r;_r_at_es,-;-i,s_ wunpredictable.q
AT&T -assertssit ris\urnpredictable because 'stimulation,effects. are 35y
difficult tocforecastp:pérhapscresulting in .CUCC.over-,ox;{ ,sonivisaa
undercollecting+its costsSssyuy 2t 71 .aedss azooos Yo dnernpilsox
{3 nit wicPacBellrarqgues-for:substantially lower access - rates.-than:
proposéd by CUCCrn:PacBell asseérts -thatany xesulting :revenue: gi\nso
piniyolgad  .adoedAvob rodlo ni botsbhbianon paisd yotlog bns Iaszaupis

. To- 1141+ -
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shortfall:ishould:;be:recdvered: fxrom: ahs increase: . in" basic: -i‘ai:ea, the
CHCF-or:an:ABUS; [« i1oqque o3 nothivdun yiranonan oif | jarid LT3TA
7.8i4:/:pPiscussion: u%o aoiaats o2 oft EBite balliinabt yvlgroly od [[iw
sy Werdeeline: tolugéeran ‘ABUS’ to! fund: part:ofi CUCC!'g. Yevenuel
requiremént+vThere:>is noidisputersthat the:ifmpact on-the -typital o3
bill from:CUCC!’sirebenue'needs: spread:overiall- California telephone:
ratepayers:Would:be:minimali~irAnd: theré! i8: no dispute that«weét have'a
the authority.to:emnploy’antAEUS{3 The iissiié, however,; is. thé propen
way:i for-utilities tod: cover-their: costst and :recdeivel revenues.t azam96
it s 2-The proposedr AEUS:is-a’raté design Mechanism .which makes o
customersiofralll-telephdne: companies: pay. somer costs,:incurred. by.cthe.
custohers of:Onerteléphone company. A He':agree'with :CUCG. and iPacBell{
that. the universil> geyvice’ proceeding:i(R795-01+:020y1/1>.95-01<021) i's’
the appropriate’  forum :in’ which to ’'determinethow to' rYecover; revenue
shortfallsrassociated with pricing some 'services: belowcostiHe ‘do
not think this GRC/NRF proceeding is the place in which to:addresso

that mofré ‘global:pbdlioy: ispue.~ We! rély. on'.the .universal service

proceeding to resol{¢é the extent:to which we need .toiuse any = onluo
special’ mechanisms :to fund universal . servicer; >:ldua baosa at 2UA4
s;Incomments -on' the ‘proposed idecision, ‘AT&Tstates .that.ria
subsidizing: Basic exchange rates.to promote :universalsérvice by 122
establishing 'above cost: switched ‘acdcéss ratescaddresses:thern sodpisd
univeral>service! fuhding iséie in:.this (GRC/NRF;::déspite the sintent-;
of theproposéd decisionitoleave that! more :global:policycissue . to:
otheY: proceedings. 2 Wé disagrée s = This:procééding must :balance i3nifs
compéting interests and:regulatory goals. :Th€ access:rates!adopted
hexrein''a¥e reductions' from:present irdtes. VfAs ‘stated ir/our .accéss
ratediscussionjicparties wWill'thave' ardcopportunity«in:the universals
service, 16c¢al conpé€ition ori’other proceeding:to:propose 3{1oi11ib
realignment of access rates. 1It is unrealistic toiresodlve{fonrabny
univergaliigervice p local donpetitiontandcdccesgrratdmatters in the
GRC/NRPpYdceedirig 'of ‘thigutility ‘without fthebenefit of cevidences

argument and policy being considered in other dockets. Employing

- 11514 -
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access rateg,to:rhelp-meet-iuniversaligervicalgsaldigendingranfilyieoo
consideration of ;thatsmatter-inlother-appropiiate-adéketa~dodd “AdE |
produce;any.inconsistenciéssin this.décisionis? o1 anooon S(aviod of
We disagree with CUCG:thatra-transitionalifundfigrd Jon ai
mechanism-ig necegsary.pending-ouridecisiéniin-therunivérsal
sexrvica:progeeding.--We-authorize.CUCC:to-chargéd-rates whieh aveovoi
just and reasonable withoutithe need:ito uddrancARUS{II® Jauf oun DOUD
Moreover;-weceliminataitheé use ofrsurchardés whdre we
can:; Foriexample, .we:énd thé 7¢97% jandc8:57%-géeddral'surchargdsvios
for CYCC;-justeas) weceliminatedisimilar:surchafgéscfor PasHdll "and =
GTEBGinitheIRD; deoisionso HWe-willimotitradé:thetelimination of ibnsy
those surcharges:with acieplacefent ‘ABUSavrIn parEicular wefwillvise
not adopt-an AEUS:in-a CUCG préceeding which raiges bills ifermitatnl
customers;of -PacBellIGTEC;candrall cother telepliongrcompaniesiin231s
Californiasiwhether;or-not:ithe efféctiis -small'DUlWhatever sdfsiiiciis
eventual -policyidecision:regarding “support “£6¥ highrcost féomparies od
and universal service,/:that ‘decision shouldibeimade aftérihaving o767
the opportunity to fully consider ouri options-and theix iripad o3 DOUD
implications for all of:California's teléphone 'companies’ and
ratepayers-inia general :rulemaking and :investigation; not 'theé GRG o4
0§;~:.§hiaqut.il,ity."e_:tc-s,b mitealini booneas o sunot oaolzabsaand 241 bos 40HD
iAT&T :and -PacBell ‘seek “16wer: accéss ‘Yates 21 Asiwethave' 20UD
explained above,: -however thefaccess ratés we authorize £oY quCg.Jau
properly;balance al} .rate:design’considerations.(< ATET. ‘belisves: the!?
ARBUS would identify necessary subsidies and allow irecovery: of:thoset!
subsidies, Ainiways (that :are lecononically efficientyand-dompétitively .
neutral.;r-The ,outgome 'of (the.iniverpdlrservice proceeding’ willtd Eit1BY
similarly;accomplish this, goalisiContrary:td AT&T s'cohderny  werdg s
not bheljeve, uneconomic investment:« by .efficient’ gwitched acceds 22351
providexs is-a concern-until .wermake:; our: decision’ in' the univérbal oo
sexvice, .proceeding, thecause: awi tchedraccesbris: arCategory: Inibsasorg
monopoly: sexvice at: this.timesil {.CUCC! srlongtteYm ‘ecohofmiy? viabilitipb

is not: at; risk:; to, therextentiaccess iratesuretover revenues abdverdius
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costg ginge.competition. ie .notsprésentvinWhén conpetition>ig! 2eo00n
imminent, swe ;Willrcongider(xgequests-~£fxomGUCCrand léthertatilicisagton
to convert access to Category:II.ziSimilarly,nrévénuevinstabildicporg
is not preoblematicrpendingrcompetition.u d2iw ooirpsaib AW
(»Therxefore; weirejeéct Ay 'ering sanrABUS tosfund:partiof2Qucdran
revenue needs and: helow:costorates.oxTheirates we.addpteherainforoa
CUCC are just and:reasonable without raeliancd’éon aniARUSiot Dhae Jeu(
cy odRuYeply comments onuthe:PDjcCUCC recommendsstwd
so'lup,;gqgﬁtgqg,t;;he;_all,eg_edverrotasiﬁ\'the PD2 ERirst, .CUCC - offersd to 162
temporarily forego:NRFrandccontinuécinterim:rdtes+(Ds94211-094)2 101
pending Commission-deoisionsincthéilocal compétitiébnCandcdiivérsalo

servige,dockets»iCUCG suggests/the:Commigsion 1gduerarsedonds oacidy
interim opinion-in:this matter;noéw,:-with th&-cucoiffiiial decigibn ton
after; decisicons-arecissued incthe /Sthérpro&éédindstinsRevenagenoiauvd
shortfalls betweeniCUCQ's second:interim and:final<de6isionsd woulds?
be . xecovered -fromthe CHCF.:t«The:final-decision:wouldvadjust fcucoove
rates. in.conformance withiuniversal:service:rulés,/‘and duthiorize bis
CUCC to begin regulation undex: NRP. :shianon [ fxY oF y3inusrogqo oij
h:Alternatively,:.CUCQ!s second propdsal> igrthat itiotis>ifgni
temporarily forego. NRF,: .xévenué ;shortfalldbe -xecovered« fromthé 235
CHCF and the Commission issue a second interim decisioéxw ‘duithorizingo
CUCC to .charge /its .proposed rates-for :basid résidential "anad
businessgrlike :services. <.CUCC ;recommends a' final-decisionradjusting®
CUCC! 8. rates:.and "implementing iNRF..after rldcalirconpetition rahd [raqotq
universal, g‘er_yj,c_e,-‘deci's’iong:;are Made e yrrezonu YYidgabl bfucw 2U4A
risviditiyRe.dedline to adopt ‘e€ither -of :CUCC!s -Yecommendations fordua

variations: thereofv>«This record provides sufficient!'inférmation jvon

and;recommendations ‘to-adopt’ a: reasonablenrevehue Yequirement and ie
‘rates. »We,need.hot-delay:action hére: pehding resolution’ of':locgal Jon
competitionsandi universal; dervicerissues.[i Furthex.rdelay ‘of ‘thiy voidg
proceeding: wonld; unreasonably. corplicate: thisand otheér‘cases,2and oz
delay; implementation .of> theieconomitally: more: effivient: yates Logonon
authorized hereiniy: Additionall adjustmentbrto CUCE! o> Yates willlke at
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made;i 4f necessary;vassarebult>ofsthe decidions {n°those ahd ot hatt’
proceedings. We adopt rates here which will avoid unnecessary-vYatéd
changes and customer confusion to the fullest extent psssibla, [.C.V
Reasonhablesxates>éan bérauthérized withdutirelying'on>adnAEUS or
the: CHCP.on 1y <3 1o ataoxale owd no coyperib yolt (ooivieos xa13i9D
7.9. Pricé Ploors: x=7Jaa wifextliooge ,a2paifollo xarfanD 1020 1ol
11,0 CUCC requestdipricing:flexibility - féreCategoxrylI1ilh x21Juad
servicesiudNolpartyiopposés ithe>requésty~and.weralthorizetpfidingvns
flexibility: .r1ool} soittq anili antvyion xo:dndd od3 odnt Xnutd L6849 B
‘101 =51 CUCCi proposesispecific pricévfloors basdd on itsccast voils
studies. As we.previouslylbtated;joCUCCldicost studies®waresznotoiaud
explicitly reviewed and tested in thisyrxécoyd,lwithilimited f.r.2.V
exceptions noted belowid We théreforxeido'nodtiapproverspecific cost
studies:or costoestimatésioiNonétheless,eweiddoptvDRAIg821I10D 212U
recommeéndationt tos£ind CUCCE'82costostudies<and ixépdrtedf¢ostg>tinnul
suffiéientiforﬁthe.purpbse76fssétting%priée2floorsaeﬁn}aud Y316~ 9010
Proposeéd iprice{flodxrsdaré contained in-exhibitves; whighoD
was jointlyiofferéd by >CUCCiand?ATET.2CUCC ‘and AT&T o¥iginallyaupox
disagreedithereinfon thélpriceifloorsfor:deveral=sgservicesi{izarjmn
800 Sétvice,;iCompetitive-Alterfhative:1; 800!Service; Competitiverl 2t
Alternative2)nWATS1ServicejiCompétitive Alternativé..2; “Enhaicedsocs
1000 Savings Plan, Competitive Alternative 2; Enhanced.1000 Saviigsd
Plan; Competitive Alternativéi3jrBnhariced=10002SavingsiPlan,
CompetitiverAlternative>4)q ~Thése:disagreementd wére-generally dusd
tos;differences oveisinclusion:of Varidug:costardnd=contribution i
elements, andi{différences:inzestimated volumes? 1CUCCandcAT&THdD vyd
reportiin;their subséquentiprice flodr briefs:thatodaf€erafurthéy oo
discussions;qthey>réachédragreement tonsthese:price>fléorsvonindi 1ol
addition; theylagréed toriincreasesthe pridedfloorifor basic Centrexe
sexrvicer{agréeingitdi imputezthelcontribution fromediredtoinwardisvos
dialing:(DID)=andi PBX trunkihunting intovtheibidic:cCéntréxigervicevd
featurespackage)suNoltdisputesiremain' onithé methods, fand wesaddptoo
ai notinduami Nauid X9 935i‘xc§oxqqn a3 1o aoidsluslsn adl TATA o
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the :results-gubjegt to.the,compliance:sfiling:requirementexplained:n

below.y cnoanasiany biove [[iw dotdw oead asing Jqobs oW Lapaiboavoug
7.9.1 Centrex; jaoixo Jaslliul 2y 031 itoieulnod Yeonduun e aopastdo
ro. zuWHhile GUCC: and (AT&T[agree-on:the price:floors for:basic:son

Centrex service, they disagree on two elements of the price flodrsis
for other Centrex offerings, specifically Centrex service -lihes and’
Centrex distance,sensitivesservice:ilines,(2;000:feet; 4,000, feet
and 6;000.feet) s {sPirst,i-they:dispute;imputing theicontribution’ for:
a PBX trunk into the Centrex service line price floor. Secondjixol?
they disagrege on the-assumedidistance: from;the;centralyoffice for
customexs-on.distance sensitiveiCentrexiliné:sekxvice.sww aa .=2aoibula
7.9.1.1 lgpnggkiggigg&ggzzliuggﬁj ni hoieol bus bousivaer yitinilgxo

1eon »iICUCG:opposessAT&T!'shimputation of the;PBx trunk becausgerxo
CUCC's Centrex'gervicenlines arefréstricted:to:Intragroup Centréexsia
functions.only: A Centrexacustomer:must’ purchaséiarminimums of :tworx
one-party business:accéeéssalings;nCéntrek featureg,-androptionalitius
Ceptrex gexvice:lines; according to;CUCC;(whilérgustomers!
requegting;PBX sexvice purchase. PBXitxunks:and;Sptional-DIDiaiof oew -
numbexs; ) DID ,trunks;-and-hunting:servicei«CUCC believesiimputation> W

is incorrect-singe-ayCentrex service:lineidoesinot:provide>fullz cos
access to.ithe swit¢hed networkiwithoutothe>use:of2atdnespartysniaila
business line.hszasdad (S svidousoifA oviiidegwod nsld zpmival 000K

.AT&T:believes that-theicontribution:fxrém asPBXitrunk mustl
be imputed-into:the Centrex:service:line pricesfloor:’1IAT&Tia¥ques>D
imputation iinsuresbthat monopoly:LBCs cannoti{créatera price:syjuteze?
by charging-less-for theirlcompetitivesservices>thahithes ,zjusmais
combination.ofithéiricostsand thelamountqthey;charge atcémpetitoryos
for theimonopolylcomponents.irequired:-to:iprovidesthescompetitivesseib’
service, -AT&T contendsiCUGC!s Céntrexsservice pricesflodr mustiibbs
coveriits; ¢osteplus:the imputdtion-of:thé:contribution>itoforegdesrz
by-nétsellingnthe->PBXitrinkaitd acompétitor; 1fiitais(tdlbesnt[sib
congistent with, therdCommidsion’siimputationzsafequardsisiAcgording»2
to AT&T, the calculation of the appropriate PBX trunk imputation is

)
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complicated by:the.need: téiincluderarErunk tocstation rd€fo. ¢ §inage?
Centrex sexvicé réquires-a:distinotsline while aiPBX:itrunK: s6x'vées ol
sevexal-stations, -AT&T-sayscthiscratioccéiverts PBXit¥unk o2 boxilitu
contribution=to -diperistation: anowityv={ AT&T béliaves CUCC!Isi'ch6ice o4
to incorporateée medsured business-servicé intolités fCentrex gervice s
doesg-not.change.the«fact that iPBX trunk iapiitation:ié caldulateéd oma
a per;station basisviiDRA'Bélieves AT&T!sipropdsed priceifloors 'aree
more ;appropriate than:CUCC!s givencthe “strYucture 6f (CUCO’s CntYex o
sexviceviijiag oo wai paibacgaestion 6 Jicduz biucw DDUD 100l culiy
We agree with AT&T ‘andjDRAr1iCUCCts sexrvice ilines must be s
ensure-fair competitions .asnsmexviupsy speay oumiain deildsise Indd
7.9r132-ipistance SensitivecCentrexs:dt ruitnin boditsnsxg od3 woled
11t1eThe:sec¢ond disputé:conceins .thé looprlenigth usedin the o3
calculation:of :thesloop costfor :distance igsefsitivé 'service iling toox
rates. CUCC bases its calculationjon the:mediarrdistance of :1;000,d
2,000, :and 3,000 ifeet while AT&T ‘assunies the maximum:distance of
2,000, 4,000, iand 6;000 feét o CUCC argues :AT&T 8 *calculation'sntoltie
incorrectly:assumes all-customers are:located ‘the ‘maximum1distance 01
fromithe cerntralioffices while lits:¢alculation recogriiZes “a:moxe =risp
appropriate median distariceovitiicgron saedd 1ol axcoll soitg 2'5hUD
o1 b:We agree-with AT&T«p No:party iintroduced any evidence on a0
actual average :or-median loop ;length. 1 While«the averagerinh:the(0:fs2
to 2,000cfoot ‘rangecould be-1,000, it could alsocbeanother nilivagn
number; Using a-lower number-than;actual Floop ‘length would:result:u»
in a price floor:which does ‘not. cover:CYCGis-actualy:costsg: diInithex:
absence :of -actual data;:we err ‘on.the fgide of <caution ‘ahd use:itheol}
maximum footadesin:eachirangeUldM 1o [svel ouallib odz dsidl 2g9ox0
7.9.2 Price Squeeze La8 Jididxd ot bexsysas [oval aUCM 000,03 203
AT&T states that tariffed discounts offered séme hight¢.ce.v
volume-MTS cqustomers (could result fin ‘an averdge :price: b&ldw the
apbl_iqable priceacfloor. jJTo:préventi-an "anticompetitive- p’x‘-ice'no based
squeezZe,/ . AT&T - recomnends :that.competitive ‘altéernative price;ifloors ss
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for WATS, (800; and Enhanced;1000;SavirngsiPlaniservidesybeblimitéd oo
to cugtomery locationg which genérateithéisamecrlével of-unage xo1iied
utilized to:calculate:thevflooriicThatiispytheTaame mindtescofrusens
per month:agsumed: by iCUCCiin-developing-itsrpricenfloorsiwsulditines
become-the threshold . of use for.customersa:to be:eligiblesfoxr:that ol
sexrvice,. r;According: Lo AT&T; if CUCC wishes toréxedute:ardustomersob
specific. contragt; or-introduce-a new:tariffedcdiscount planrfor 2 &
cugtomexs withidifferent:-minutes of -ude thanldsed: to:caloulatecthas:s
price floor, CUCC would submit a corresponding new competitiveocivioz
alternative price ifloor:with - itsesreghestixva 2iv osstws o)

o) 1o CUCCIistatesthat; its proposed ftariffs éontdiniprévisionssd
that establish minimum usage requirements. IfctHé usage fallsoruanao
below the prescribed minidum, the:oustofier:bBecdomes ineligibleSféxe.V
the (gexrvicé praccordingcto [CUCO. zrMoreover 1.CUCO believesrtariff
restrictions would impede-itsrabilityto ‘configure-itsinetwdrktoiso
best serve. individual.dustomer requireméntde> 231i zoarnd DIUYD  .anisy

1o =2-AT&T(8 -concerns are rlegitidate. o:The spedifié .Gompetitives
alternative,price-flooxr.calculations for WATS)!800, i and .Enhancedt0 s
1000. Savings :Plan-servic¢es:assumethat each: customer:locationoitonnt
generates 60,000 .minutes of use :(MOUS) .per-month.) «Weé:will requirex:
CUCC'’s price floors for those competitiveralteriativeéiservicésctoyar
only, apply..to custémer.ilocationsithat genefate.-the<MOUs used to
calculate (the :price floord.iirIf .CUCC:wished to éxecute:argustoreros
specific-contract or:introduce a néwitariffidiscountplancforto s o
customers ithat' generate :a ‘different clevel:of :MOUsider month, CUCGun
should ;submiti:a corresponding new:.competitivé alternativé price 5 it
flooriusingithe icalculations-iidentical to those:iin éxhibit 385ponoade
except that the different level of MOUs:wouldibe-substituted for ixso
the 60,000 MOUs level assumed in Exhibit 85. sngoyp2 onixd <.e.\
7.9.3 »Toll:Service ‘PricesFloord bsl1ivni 3sif3 aaisia TaTA

si3 CUCC’8 pricefloor. calculations for(toll:gervice§iarenuiov
based on:tollyvolumies that reflectiiCUCOlgcEstimatd of1its irdtYalATAS
sales v 1 Specifically,i CUCG’/s calculations rassume that CUCQ/willooup=a
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retain 85% of» the intrallATA :toll> marKety: CUCC rvecoOmmends ite tollig
service' price-flogre beradopted..cWe disagreel’ CUCC shouldrsubhit>v
new price floors in a compliance filing with':its:tariffs.irThe:tdll
services price floors should be based on the toll Volumesaddpted .V
inithis decision. st 111 yeooaiaD 20000 andgalb viveg ol
7.9.4 Compliance Filing .aodrs III wiopaids Dosorgoyyg a'00UD0 gobs
DRA points out that because the price:floorsdl foY most ([.V
toll: sexrvices arébased on  al'single per;,minute amountqi it is
possible:that:the:tollii¥ate elements may. bs below the:toll: sérvideiD
pricé - -floor.:aTo favoid this:-anopaly: and' to' be consistent with: theluid
IRD forderj:IDRA ‘Yecommends' that CUCQ: prolvey» in: the: foxi off & e 2T.0
compliande :£411ing with«CACD, that' edch: tolls ratevélemerits 18! greaters
than .or-.egqual to the: s_erv'icezapri’ce: floorx 2 -and :thath.thisg réqui¥Yements
be satisfied before CUCC's: tolll rates ‘are implementediiw We»aygreesodd
AT&T recommends (that :CUCC:update “itsipricé: flooks’to S(.V
reflect: the tariff> rates ‘adopted fin this decision'l Further,
because the schedule inh this préoceeding resulted-in analysis ‘andiobs
testimony of ‘rates -befdre :corresponding: price! floors! were:> «oznaaxo
established, AT&T recommends that:with:its:updatéd price: floorxrsiijchs
CUCC also demonstrate that the service revenues exceed. the»pricei
floor for. each raervice - We ‘agree. oz Jaoor o3 boflisl O2UD LI '
Subsequent’ . té .the ¥eceipt of :e'xhibit:-.éSwﬂUCQ; and 'AT&T His
agreed to 'médifyij’some'apfj.de ‘£loorg. o-Further, ‘as: noted .above, this
decision adopts-a:different-demand forecast’' for :intraliATA:toll- thang
assumed by CUCC in its calculation of :told: price :floors.s /' DRAI DDUD
recomménds 1that: CUCC. ‘éomply. with :xrequirements::for pricing: .¢
flexibility set forth in Ordering Paragraphs: 63! through: 68: of the CoO
IRDdeaision AC: anunved bashaog ei avidnsoirt [enobldibbs A .2
v1iliWe willrequixe (CUCCO:to file new. price:. floors: withdts i
tariffs. The compliance fiiing shall reflect the corrections:and;i1a
agreements. reached sbetween :CUCC:-and AT&T and-be:tonsistént with the
ratedrand market:share icoriclusions: in.this-decision. y.The;up soivisa
compliahce ~filing Wwillibe :subjectto the: protéctive: drder,inttheselo
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proceedings.or. appropriate nondisclosure.agreementsyis CACD ;shall: 1o
verify: compliancerof the,pricea, floord: with our: requirements; beforez
CUCC!s.tariffs: become: effective.itl onnstlyg:n 6 1t i oereoll ooiig wen
7.10.: Categoxy: IXI [ [0y odt g0 boaad of blvoidz 2100LY 9vitag eodivioz
No i)arty disputes CUCC's Category III rate.requesgts.: We'}
adopt CUCC's proposed Category III rates. pnifil asaitlaicold BboeLY
7.11 :Tariff: Revisiong . i+ ~1) c2usved Medd Juo sinlfogq AN
=1 In Exhibit; 125;: Appendix A, :DRA rrecommehds »revieions too?
CUCC's. basio, exchange and: access: tariffs ~1.CUCO does’ notsobject :toq
DRA! 8! xécommendations, with: the. exceptions of ithe.definition ofoig
ULTS and .thae;elimination of-busineéss flat' rdte service ‘dddredsed 0iI
aboveyip We® adopty DRA! 8, recommendations, eXceptl as’ djs‘cfu’ésed sabove 9D
regardi‘ng VLTS .and! btu;iness ‘flab rat’e"ser\iicen ori. tofth"e 1extent fad?

. CUCA@’s final: test .year 11995 results of operations atollox
adopted xrates::is presented in-Appendix: G,/ iwith revénues and o=usnssd
expenses consistent>With: rates. dnd-.volumes  adopted rherein. :The 1ao1
adopted:. rates; are f'shoﬁn;'iﬁ Appendix B =zhpaonsy 27TA (Dadatldaleo
Findingss of{ Pdct:»x~ ununovos sobvysz mii3 ted? wlsyiencasb onls DIUD

1. CUCC failed to meet some GO:133-:Bervice quality standards
and reéporting requirements’-in 19915t:1992 ~and 11993 wipsudul
= t(l4 2..v.DRA iproposes a service quality -improvement: and.monitoring.
prograim;,» including: a sexrvice.quality adsuranc€ program;jwithwhichb
CUCC largely. agrees,> and; vhich is:reasonable. 231 i1t DUUD yd borvess
3. The SQAP ddes: not -incorporate’ specifi¢inicentives forall-
GO 133 service quality standardsd poitrobi0 ni fdirol dea yitlidixsiil
4. An additional incentive is needed because SQAP..does riotifl
incorporate: specific incentives foxr::allGO:1331gervice q&élity
standards\iiscor1os a2l doafist [Isds pailil ooneifgiaon odT  .alliisd
531 B CUCC!s:1submibsion "of'Aicomplétie and .inadcurate GOr13351ps
service quality reportsiviolates Rule 1r'of«the ‘Conmission'sd iRules st
of>Pracbice dnd: Procedureys the' requirement cthat ‘the (Yeports ibe [groo
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verified,as.accurate by-aicorpokate-officer; vand the réguiremdhits

of GO 4334u0y Jnod off asniregxs 2aodnn trond [IIw D2UD enite notaoves
6,1nArate;0of return péenalty :providesd a?dirédtﬂﬁéﬁélﬁ99€6“tﬁéﬁ
company and a direct benefit to ratepayers. - {3Yiialst 03 bapitnis

(T Arate ofareturn:pénalty-ofol1S:basia-pointal fo¥rcuctis
violatiOBSFis{reasbhablgzconsideringfratéfdfﬂrétﬂrﬁiﬁeﬁélt163 }aoxa
applied to other companies. cratwinillo

~+:iTherate;6f return penalty.can:Be liftéd:iwhéni“finalfrates
are implementedjbe6quse;wéeéimultanqouelyaimplemeﬁb othercdeboica (o
quality.improvemeénts standards-and:=the=SQAP:} nmolirsolls notdiztipds

Li9iy11ongs teerintéresbnrateqIha?e?decIinediéiﬁéé?CUCéfﬁpaéféda
its-rate-of rreturnltestimdohy iniOctobers199472MI lo [[s 1ot €l

10. Ad{reasonable overall €ést yearol995 rateiofsreturn.fSF> ©
cuce is:{9.75%, .based :on corisidéringiséveralefactodsycinoludigraciis
reasonablé:capitalrstructuré ofc40%rdebtrand60% fequitypratést [s10)
year costiof-debt- ofc6:81%randra reagonable ROEcof~11.f71%0otdintupos

11. The:adopted-rate &fcreturniréflectsra reductidn im:ROR2I5nT
from that:-last:foundireasonablésfor CUCCj which/ fconsiderihg -0
differenceg:between:the~industriesy isiconsistentrwith the tsvib2irug
reductions :inf ROEfor:-energy companies:'ovér thé:dame:period) andigw
consistent withtourcrecentireduction: in PacBellls:rate of ‘return
and.ROB.  :fu-t1Yih od bBinc: mRucksioifaitul nesyied arolusl) goitsvolls

1011%1naThesJQLnbatesbimonyaénadpEratingIre?ehueS\uhdet-pfééénﬁﬂOD
rates, with the corresponding access 1iné and volume:foredasts-is'ul
reasonable; jifc- o runiti Joir ob mravegednt aporgalsl DOUD (€S

.13+ (- CUCC does - not ireceive reévenue «from employees to the2siniug
extent1th¢;§,billsfinolude;émployeexdxscountsni afderncasnx at 3i bis

14. CUCC's present -tariffscdo:not:/limit--employee eligibilitl s
for discquntssQQLbasic:telephonq_serv1cé,~inncpntxaab-to,the-fg
tariffs of PacBell:-and:GTEQ. ove:ri tied3d oinlguoo [fiv notdesinsprooy

15. CUCC supports .its 'employee :discountsfor basic igervice by 1
citing employée availability during several recent disasters and
difficulties.
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- 1h6. 4 Accegs xevenueg areiproperlyincluded in-Ccuco!s:totalliisv
revenues since CUCC will incur access expenses in test year’1993) 1o
and .acgegg revenues must hexrecognizéd:if accéss ¥xpensesiared
charged to ratepayers. Lo LR s o tiBlonsd Jootib s bns yargaeo

17+ :~Thexyjoint -testimony on-operating expens2s issreasonable,
except for,the special amortization:and-as.spééifically:deterhinédtv
otherwise. ceaiusgon cxifro o3 boilgqys
3. 38 15 CUYCC! 8 . primary shlowing,on-net common plantcmustibe.3
rejected -because it-is(basedlon:presdcquisition planthand:présit ovn
acquisition allocation factors:despite=thebfadt wéihave clearly! [sup
stated. this:proceeding:should:fully-accountsforithesacquiditidn.

19. Not all of THSioperationssiniRedding:willbéstriAnsfér¥edl
to CRTO, ;the-remaining TMSsplant will bérpart Of<WRTO;sth8 .0f
dllocation; fagtox~for-TMS(faoilitiesis8ithat foriWRTO, .4nd.Ehat DOUD
total postragquisition:nét commonsiplant inoludesradditional{dnnousot

ratepayers allocated using:California:allocationsfactorsdr .If

20. ;Unilaterally:blending the>allocationifactors ‘betwéed 1 ~oxt
jurisdictions in:this:proceeding simply:césts-CUCO:ratepayera i62dib
without direat knowledge ofithe-dctions of-othercjurigdiétiondsoubs

;215 Bstablishing ‘armultistate task force:toradddess nsjtaianoo
allocation factors between jurisdictions would be difficult, .Eidebis
consuming,; costly . untimely;for-this:degisidny-and<unnecéssaryfor
. future :decisions:undexr the NRF.[ =2acoos. prribnogescrod st d3iw (e29ids%

22. cCuce teiephone ratepayers do not incur commoditiegdsnoacas
purchased. :for resalecin the ‘provision:of ctheirtelephonéldervide,
and it is reasonable to:base-allocation-factorsion:tHeccaliforntaixo
method which.excludes :-cormoditiescfox>fesaleinonoxg &' O0UD LS

23. o:Allv:41:employeés identified:fori<transferunder-theo2ib 101
reorganization will complete their move byiE&stiyedrs1995, 1o 2llixss
regulting «in :354.cemployees cin itest\y€ar.z1995, ajtoqgqua DOUD .2l

bns asedasaib inonox [stoves priivh yiilidslinsve osyolgus pnisio

.e9i3{ustith
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v7~24¢ Thesdavings pér-employes’from:the réorganizavion g stices
$67,700 in test year 1995;rbased on 6scaldting -CUCC!s festimate of f v
$60,000:from 1991/92-to:test year 1995, asvil taslq hooubos L FE
25, (.The - dcquisition/redrganizationcsavings (f6r test yéar ‘19956
is $3,203:;400;«3;—-31::; vrriopay 200l i Aaoinransy oaR ,P.in‘:*‘sa‘.'c')’{q’-!}
26. fAll-ratepayer:groups “affedtéd: by - thérGTECtac¢quisitionoviri
eithexr are no worse off or are better off as alrésult of itHensitic
acquisitiony. sincecNRP . redguldtion for GTRO-dustomérs whorremair
GTEC:¢ustomeks  provides equitable«treatddt ; any rpremivm:paid:by bis
CUCG-for:the property.is amortizZed -bélow therlindf the trarisaction il
costasincexdess’of thé:puréhase:priceraré mot ivicludediincratesfa o0
and bhé;acquisi;ion/réorganiiéﬁionfsaVingé exceed:ithe additional upox
revenuebrequirenentrcaused by:sthe purchaseflsaib Jibouoyye [slinsioq
27.1.The ‘majéritplof «CUCQ!s "expenses rdlated: to:botHihourly on
and salaried employees for community activities favdinot néfessary. ixo
in.theiprovision.of téléphonea servide,<do:rotrcontributéito sdérvice
improvements; “‘do not prémotéiconpany ‘awareness of “Comfiunity growth's:
patterns, and do nodtotlerwise:benefit :x¥atepgayers Do (840 ,V0K, 841
28. Thercompensation:for CUCCIg:CEOQ, CFO, "and Chairian .*&
allowed in ratéscforitest year :1995-<has - inicreaseéd from thé léevel-1cqo
found reasonable in test year 1983 for .€h& CEO alonecat- & rate of-cyn
increaseiconsistent with-labor-inflation rrates ‘over “the :‘pé‘riodﬁ
while the cost per line has decreased over .th& 'samé periods =d Dhlucw
29bnsThe sjoint ' CUCQ and:DRA recommendation ‘on:théfrecoverable
amount ofi'Péuntain ;Fire ‘expensescis Yeasonable “since it iincludes [i20
straight-tiide {labor cthe net !differericebetween old<and new plant/,iox
thelnetddifference=in .déprediation ramounts,; anfédtimate ‘of fgavingsol
associatéd.withithe .few:plant;rand the-tax beénefitdfromrretiringas)
the oldcplénf:?ié sldizaca fin asvotdas 03 DIUD 10} aviidmeoni {uliowog
Hho2130.1 iRecoveryiof JFountain iRirer'expenses by rarsurchargecis, of kv
reasonable since the alternative of putting the costs in thqidasilsq
results of bpegébibnsiwil&:camplicétebitscxéﬁdvéﬂdtgivensthat\the
price cap\effeébivendaté:mightcnoEscoiﬁdide withithei24<monthoruassa
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amortization) 4:and a - surcharge that-is[certain to: éxpiredin 2:iyears
will. minimize -long<term:;xeliance on surchaxges! —tsay 3291 ni 00¢,0d2
31. Reduced plant lives reflegted in:depreciation rataso0oo, 02
adopted ;in this deaision.providerincentive\for technological.as
improvements, are consistent with CUCC's ongoing promiseécfQras £ ot
improyements,;;and:-no:additional -incentive-through-a special .ag
amortizatignzis\neededn an 11o rsdited oun o Ylo omtet o0 ate iadito
32,--:While NRF-regulation may resultiinsreasonablenessiréviewss
and disallowangesi:aycompelling:showing hag:notibeen made herein)irod
that. the sinoremental penefits.of -monitoring invgstments urniderc NRRIUD
compaxed ;tothose ithat would-have ;been:madesunder rate:ofrreturniaoo
regulation, ior. those made in gix:spedifidrplant-.&atégories,iwith bas
potential surcredit disallowances;; eXceed therregulatory:.burdenspvs:
nor thatthiscscheme:would in:any,other _wayaddsvalye-to:our.<g
existing :NRF. regulation/siviine vtiau 0o 10l nosyolgss boluslen bas
~» 133 e (CUCG!s :xeasonablectotal itest yearcl1995 revenueiatpresenti
rates -is $71,630,259, total-expense-i8:$54;4569;880, rate:base=is1qut
$138,207,048, and overall:-rate :of -xreturniis-12:19%¢ oh b ,zrraling
34. n:The NRFfor CUCC should be the?’samé- -as:curréntly .s¢
operative for PacBell:and GTEC,:except-for any deviations uai bLiwolfls
specifically, adopted for CUCO. w0l £a0! 1a3y Jen) ai aidsioarat bauol
350i-The :NRF -monitoring:réports irequired of PacBellrand:GTRCoirt
would be onerous, for:CUCO. (ovo bonsaissh end oull wsg Jzon el ofibdw
112361n%EQua1wsharing:ofiearnings betwéen the-ben¢hmarkKiandes
ceiling:rates of -xreturn,Swithrall:earnings-abové~thécceilingo Fauc.n
returned torratepayers,-is<consistent .with:the oxiginal+NRF-sharing:
formula,adopted sin 119895 is:recommended iby-DRA, ris-acceptédtby:CUCO?
{assumirig :the :produdtivity:factor israttainable);, candrprovidesiaceusn
poweéerful incentive for CUCC to achieve all possible effioclénciés o3
while protectingiratepayersrif.>thepricérformilacigsnotzcalibrated
perfectiydj i aieoos edj puitdiuqg 1o ovildenssils od3 sonie sidsnoasot
9r37dquecauéq)tHé\NREzproducbiviExzfacEdfwisndésignqd €o a3fueou
measure;the . productivity of ithéctelecomniuniicationsvindudbryqss ovitzg
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compared.to :that-of the ‘econohy (as 'a ‘Whole)! and'{s rot: desigried‘tomi!
be company specific, attainability of the productivity fadtok' i {jid
the context - -ofi industry«wide,» not: company. speoifioy> Yesults., Vi
138 1 CUCC e ixrecommended <2.0% préductivity factori faile to’ Iqsoxs
separately . identify the telecommunications:productivity:fastioyion DiHa
compaxed to.the :economy: productivity. factor,i and: fails to>include’ §@
stretch factorviigionig «d oniwradio bluow Isdy aoilez ot DHU 1O o4p%
239 :—;-;.A--producb_ivi«ty;:factbr ‘ofi 2% underestimateb! the' '1ong-runt i
productivity differential> betweernthe;telecstitunicatichs dndustiry old
and the' economy expected-underi either -traditionall rateiof. Feturh 2351
regulation or. NRF; xequlatiom (fi3=a offtiw 3205 wolfed dan od neo asdet
40. Whether CUCC’s own recent productivity gains diminish ity
ability. to meet :thd.productivity -factor: addbpted :fbYs PacBell and®
GTEC is: ‘irrelevartyr-dince:-the: productivity: factor! inithe NRFis asifox
formula. reflects.:industry,nots company; productivityl bas \pribsovouq
41. Adoption of a fair ard reisonable: prodictivity:factoxoindiy
the. NRP -formula neither,changes: CUCC's: fihancial:risk: oY requires
an iroreasein .CUCC's ¥eturn 'on ‘equity: 2odsne [nlod odi e 5001 andl
v 42.t1The-appropriate rxn: factor: for: CUCC:1is 410%;v based! upon/ et
the range' of -xesultsiof the’ studies’'in: thissrecord!and: the relevahti>
stretch factor .considering cofmpetition: inithe> telecommunicationg> aiti
industry.:as =dy Yo (ffs on 1@ ,j20 ol axevodeuo (Ifs don T (deows
4. 43 ~'The) rate) design: recdommendations: to whighothe partiesie
agree: areixeasonable.{sop nnieeh sinyx bns esatfoblup prisiig xvo d2iw
44 H)\The-coats: developed. by 'CUCC- are the>bestsestimates ofeitsty
costs ‘despite:the’ flaws: and:-indirect approach’ used: invits!costis 234
studies.(sroidibbs boacgorq R AT stedd DI 2'00UD) 1o 9107 puitsvonst)
45. The; IRD;pricinhg principles’ employed:for:GTEC: arée>isy odunin
reasonable: to!.employ: for CUCG: since; 1ike. GTEG;s CUCC! 81 ratestwoduldioo
undergo:great changes unlesgs; tiie -xate :impacts arelmoderatéd. .12
-15:146% s/Thet:reasonable price: guidelinenfor; Category:Il servicest istq
that the:irate:equalgi the DEC,7and for: Category:Il, sexvicesris> that 1o

- 128 &5t -




A.93-12-005 et al. RLJ/Bh’M/bwg AL SR ARSI AN S A e o J00-SL.8RLA

tha,pxice,ceiling. equals. the :DEC .with the price’ floori:the clowen of oo
DEC- or; LRIG,5Y yiivitouborg =) Yo yiiflidentsntie (oiYtooga vasgon od

47, .The, price, guidelings.are. subject to-geveral’ Key jxa3ico oifJ
exceptions,i including that-residential ‘bdeic rates-are '8éb bolow
DEC cons‘ie‘t‘e_nb;n with universal> sexvice goals;! alli othex. Category "I-<(3a
services,are,priced at:the higher:of  the:icurrent :rate,:the infterimon-
rate or DEC to soften what would otherwise be precipitous:changesilta
in rate :levels;s the: price ceiliny for all.Category. 1@ sexvices is
the higher: of: PECi.ox..CUCC! 8, proposedrrate to similarly moderatetheq
rate 4mpact j1-and: selected: Yates -aré set.abové coatiso that-othey! brs
rates can be set below cost while stil] generating tha! revenue'slupsit
Yequirementiib esnisp yIividouboitg 315393 awo 2'OdUD godisdd 0P

4855 Thelresults ofsthe; price;elasticitystudies on which .cudcs
relies areiwithinsthe, ranger ofsxesults|we! consideredisin the JIRD DT
proceeding, and CUCQGrdoes not present» any: new. information to alteriol
the; conclusiops: reaclied (in:therIRD,or¥der.risl 5. 1o noitqobas . Ld

~, 49,5 CUCC! 8! message .toll: salesi in testiyeari 1995 .willube “1dba {3

than 100% of the total market carried by :alli providérs,:adjusted:to's
reflect,the:1lévely of CUCC customers’>dissatisfactionyibutioffset by
CUCC!s) commitment: to:increasé’ sexvice: quality,:CUCC's: goal> tornbe: odi
its customers!i.carrier: ofichoice;: and- the: lack: 6f:equaltaccess!:-for:ii=
most, if not all, customers for most, if not all, of the test’yea¥yii

50.5: CUCC's{ proposed:locali measured: usage :xates are.consistent
with our pricing guidelines and rate design goals: bécause  CUCQ!s'a1ps
proposed first: minute.-locél measured péa’ge;:rhte“vfisz above .CUCC's"
DEC, the:ratejfor: additional:minutes: isionly. slightly: below, DEC a1c0%
(recovering more of CUCC's DEC than DRA’s proposed additional zoibuis
minute rate)ssand we:seek-to’.provida;reasonable>us age'ratés .2p
consistents with: cost)aghra viable alternative to flabirate! seriicesss

51. .Whileyswitched: access 'is:a Category. I :‘seyvite and ourrrsbn
pricing,guidelinerforiCategory: Ii gdervices is :to! pricerat:the higher
of théscukrenttrate,i 'i:}_terj.mt-fat@bf.uDEC,')fffb .pérbyf ‘recomménds i JIsdd
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- . retaining;CUCC!s* . gurrent ratesevenithough=ibitis highar thin theé
interim>ratesand DECi auc-odnus vaibivorg slide ajaon tovosot ol Joa
52. It is reasonable to modify.our pricingrguidelidedforiion o
switchediatcess-ratessin-order to movastheséirates clodgé¥ to.&dst,
encouragéiusetof the nétworK,; and-still proévidé contribution.tontedon
keep :otherorates:ratoreasonablelevelszooaern yltogorg oron Do uflso
53. A call allowance for residential’custorerccallscto 515 oilw
directory:assistancesof>5 freée:callssidicongistentcwithiuthe IRD
order, and balancesitheineed to generateprevenue:zwithtthecdesirertdq
proﬁide service-to:customers without:iaddi€tional -charges: solisarolnt
5415 DRAls.estimate:of ,révéruésdcsfrom:directotyrassisdtanceeilrion
, service is reasonable sincesitureflectsigalls~in“excessrofrbifreenco
T callésandjrépressiqnffrom)tbeipriceaeffecﬁgofondooj ntobod .82
' «a115531 DRA'g>TécodOmmended:billing andicollectionurateszéxceedsviig
CUCC's DEC and:CUCG!8:propdsédiratesg,cdrnid-thereforecexcéed Suriiniyeq
pricingiquideling-forsCategoryII rategi{ive% therhighércofreithero
DEC or CUCC's proposed rate). ) LYaNng
<+56522GivenithatiCUCGidid n6tycalguldte &!DBQaforxr=serVices2
. connectioni¢chargés; adoptidén:-of thévhigher of present: orrsinterims i
rates largely reflects DRA's recommended percentage:indreasen({ginces
interim/xdtesiresultzfrom:a pérceintagelincréage)-and is:céénsistent
with the percentage increase used in the IRD decisicfi.:to adgt 2'D2i)
57.x-Measuredibasic:exchangéuservicésis:avallable torallza
customers:regardless’of incomédlevelsjois:a reasonableialtérnativeoca
to flat rate service for customers who can limit their callingpcandg
is a:reasonableialternative for even-moéreiclstomerg thanlunder?d
preséhtiratesa(sinceaweeincreasezthe:differential?betweénLMeasﬁred11
and flat ratesservice)ystheréebyoprovidingicustomers=a way: tozuo sisx
- moderate the effect of increased rates for flat ratezsérvices [boudn
58. A reasonableobalance between-azlimitedupolicy. tdo waive
conyeksion chargés:andssufficientrtimeforicustombrgstoimakeyshnuain e
informedidecisionsiis>toiallow:custémérs:a maximum:dfotwdschanges o3
within 180 days. : .eqidanotisfssr s3It Jtodeib
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59+ rFlat:raté:businesdcservicescansbe retained:withdavritésiox
set to recover costs while providing customers inéreased:incentivéit
to conyvert=témeasuredirdte servicétic of oldsioesesr ar 31 K2
‘;aGOAogCUCG!ssthreextierdBAswplanJproVideaicustomersawith%gdgjiwa
cholces, . kéepgixates low.foxr ¢ustomers who-make ndélor>few /BAg-1ionns
calls, and more properly assesses-proportionatescharges:zfor>thoserox
who are averade or-heavy BASiusek¥szos 1ol sonswnlls flsn A £
61i{ -Confusion-andipossiblez=4abuse>frdmICUCCis ithrée2tieroRASsiD
plan-can:be:addressed by requiring:CUCC to:dirdotly:maild bnr .sobto

information to-customéras:with“their iRAS experience>forsthree sbivoxyg

monthsy-indlude-BAS-minutésionlallubills,tand’alldwiwai¢éy ofiz
converaionicharges-betweéneplanssforupito~180 daysioesst mi sdivioa
62. Modern technology:-makes:ssharinglofotéléephonerlinesileasisy
private;nlesscogsecurej moré-difficuleffmdre-tinreliable;'and neither
permits:immediate:acéess itobthe,persontbeingscalled noraa 911 2'DJUD
operatorltOwiﬁstantly identifysthe Btreet:addresslofithescalling>iiq
party . .{aist Dowvcyorqg &'02U0) 1o DHd
635 :Converting-all multipirbyilinesto~singléspartydservice
furtheérs ‘our :goal:totimprove igér¥vide guality:for allucCaliforniarnnoo
telephdne:customersgs drizorss bebroivodex a'Ad edoalist iopisl 2d3s1
151<64 ienThesimputed:price floorifor :Centrex:dervicesis aboveitoini
CUCC's rate or.DBC:ioob (A1 afd1 nt hasu sapsisnf spsinaviseg od? diiw
655 :The réaséns.we>rejected=digtaricezsensitiverCentyex.\e
serviceslinérpridingzfor PacBellland(GTEC:d0 not:zapply:totCUCC!s8lcud
proposali{{so Yisid3 2imnii os> ofw a2rosaleud 10l ovivisz odex Jsll o2
66+51:.CUCCY8 proposalstorinclude twd custom:callingifeaturess at
frée:for-businesgsiflat jrateldustonerszand:-one>for résidentialiflatrqg

rate customers is:zinconsistenttwithiourspolicy(objectiveito isil bns-

unbundlecsérvicesiss Jsid 10Y uoidst bsassxont 10 199115 sil3 sisrobon
c67¢+w Generalcsurghardésscan-bé-d souréeioflicdustomer A .32
misunderstanding;rdistrustjoand-¢omplaintsjvcanilimitsoir abllity:oo
to relatd-alllotherurates toztheiraunderlying’costsjcand>canseitolnd
distort rate relationships. .aysb 081 nidiiw
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68. The proposed ABUS is a rate design mechanism Which maKeg o
customers ;of :all;telephone :¢ompanies :pay costs incurréd by !
customers:of fone:telephdne companyp.tnie aotuanat Jaoaavorg l ¥IElasd

69. The universal service proceeding (R.95-01-020, cBoadgobs
1.95-Q1-021)/:not this . GRC/NRF:proceedingf-ig the'rapprépriate ‘forum
in which.to;determive;liow:to rYecover c¥evenue shortfalls associated r:
with pricing some services below cost. covidonalto eudnn{ abotod

~705H 1 NO:party copposes ;usd of :CUCC!'s 'cost:studies 'and Yeported
costs for the purpose of setting Category II price floors. .fav.e

71. <Theé-contribution’:from:a-PBX trunk .must:-be imputed into
the Centrexcserviceline .price: floor tdwensuféifairacdmpepitionviﬁv31

riii72. o:Distance-sensitive Centrex’ rates:willy not: coveri CUCCG*sonib

actual costs if a shorter distari¢e:than<dactual'floop <length:1s.used. >

1073, 5¢In the :absence .of. data "on ‘adtual-vloop flength,’uging &
maximum loopclength in’each:pricing range :ensures CUCG' s actualiniod
costs will be recovered. cenovolass batrelnz

{374+ ;Thecompetitive alternative price floor:calculations for
WATS, 800, and Enhanced 1000.Savings“Plan services'ican - result'dnrani
average -price -below the appropriate.price floox:unless'the price
floors are limited:to-c¢ustomérirlocations that: generate the MOUsixudat
used to-calculate: the pricecfloors i i3 ni volosd "x* adpb .8

75. CUCC's price floor calculations for toll services are .70.!
based on toll:volumes:that reflect: CUCC!s ‘éstimate of: its' intraLATA
sales (e.g., 85% of the total intraLATA toll: market). ve¢ef .1 1odoizd

76. The ‘adopted number-of:.’access lined:and.volunés at .uI
authorized rates are reasonable because they incorporate. pricérivibii
elastic¢ity.and other factorsg.auc 0l yilinidenlo oniwg adr . LI

77. CUCC’s reasonable test year 1995 total revénue is .2.0-
$65,QOSfQQOﬁ:totalmexpense:isr$52;A12;272}ﬁfa§e1basé:ipfm{? .SF
$138,207,048and rate of: veturnis 9/16%5 ot odd ez o3 =d bfvods

044 5 o1sfunisn Jons Hib ODUD goritsm
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1. TheService Quality:Assurance Mechaniem-and 'Se2vicacoizun
Quality Improvement measures stated.in appendix:B:<shouldibe=ztozo1aud
adopted. W00 10-22.8) patbosnorg eniveon Invyoviny odT €

wio201,CUCC s -authorized rate -of ‘return should becredudéd By -15 .1
bagis points from Vanuary:1,:1995:until the-finaliiratesfadoptedsiv nt
herein become effective, Cduon wofod asnivion oo prinisg Hiiw

ha 3315 CUCQ's :tésti:year:19957¢Verall::xate -of cxeturncshbuld(be
9.75%., . mrcoll ovitg Il yeop23sD pridisa o ozogisig o1 10Y 2tz2o0d
o4t {CUCC!s revenues for ratemaking ‘should<hotrinclude .IFT
revenues {mputing -thé discounts for.’émployees iwHo:réceivexatdnnd ol
discountsr)butuempioyééﬁ:should be required .torbe -accegsible .diring
emérgencies to: be eligible forithe -discountsnltroda & 11 elcod [suins

5 o1 .CUCCishould (recover. 25% iof ritd éstimated test yéar.I§95'
communitfxactivity;expenses;ujncluding*cpstssfof both <Hourly andixam
salaried employees. LBsgavooos sd [(Liw 2daod

<3} 6uio Ahisurcharge (of 1:839% :should :be rauthorized<for 24 mdiths
to recover :reasonable: Fountain‘Fire ‘expensesg. bovdnsadn® bLor (008 (2TAW

5.7 o7 CUCC 8 . ¥esults. GOf -operations producing an ‘overall«rate of 5
return 'of! 12,19% at:present! rates should be:adoptedon:iisii 516 roold

8. The "x" factor in the NRF formula :foxr :CUCC sliduld:-be s bozu
4.0%. st zanjiviaz [fod 10Y enai2sfusisn tanid odigg a'52U) v

~¢A 19411 CUCO should ‘be''direétéd to:file an:applicdtion by o boaed

October 1, 1997 for:review:of /its :NRR.. feini =43 Yo #38 ,.p.9) aols=s
10. .CUCC!'s reported costs:should be used for makingi .av
individual:ratesqrooni yad? czusscd oldenozset 916 29361 bositedius

11, The price elasticity for message:toll servicé:ishould :besfo
-0.5. 21 sursvar [s3o1 2€€L wasy dest sidsnozsosr a'dDUD TV
12. The :pricing :guidelitie (for ‘sexvice ‘connection chirges 0¢,232
should be to seét the rate at’the higher of present énrintéfimirateéd
since CUCC did not calculate a DEC. :
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13. Customers should have up to 180 days to make up to two
changes between flat and measyredcservide, and separately between
EAS plans, without incurring conversion charges.

14. CUCC should mail information divectly'tddustomers on its
new EAS plan,. include EAS minutes. on: allt billsg, fadd waite'v !
conversign charges between plans:up: to 180 days). 1o ne-) nifibisy

A8, A1) multiparty.lines.-should: be: converted: td bingléiphrty o>
service,;, paffil a*ooud L Aibbasaad af 203at a1 s 0 ?-iif.}fi:"‘»}‘!*’-r [,If
16..,.CUCC's;,existing; 7.97% surchargedonitdl) servieestand Y4 20

8.57% present, (8.54%, intexim): suxchargéioni ihtraLATA seivided 1 I02110
should be eliminated 55315 =yrb 2 neds 2a0l Jen dud ({QDAD) notueivid
17: :5UCG, phould, be,authorizedipricing: flexibilityOtdp S
Category; I, sexyices svorq i bra nziasdsed sonstuzed (Itland solvien

18. CUCC's competitive alternative price floors for WATGIDneqaA
800, and Enhanced;1000 Savings:Plan:servicéafshouldrtapply:ito -£
customex locationg that:generate-the -MOUs usedctd edladlatdCthg2cq vy
price flooxs,:and,CUCC:should:submit new:éompetitive-altérndtivd eh 0
price floorg, uging different .MOUs:if:CUCC.wishesttdrexecutdrads (a2nins
customer:specific,gontract or-introduce:a:néw: tariff digé6unt Pran? ¢
foriéustomergjgigbﬁqbdiggg;enq;leielioftMOUs..{Ba:gs (il 301 drria

;194,,,6UCE ishould subuit:new:price floors:in-complidncs F11{ngd »>
with its tariffg to reflegt :the agreements reached Betwéeh 'CUCE and {1
AT&T, along with the rates and sales volumes adopted in thig®? L{-1e.d
dec:isé;%?;'(ofqr;:;a tiesoprazc SRdr ytioege Ffadn 23trsy 200U 2

20,;;.The, revenue xrequirement. shown -in Appendix’ C fox Yest yeal':
1995 at authorized rates should be adopted;»and: the ‘rates shshm ih 701
Appendix; B ghould be authorized.to allow. CUCC:tS colléct the ¢
adopted, tept, yeay; 1995, xevenuess Io (rvorqus 101 t6sy doss 1o 0f onul

21. The test year 1995-xesults :of. operatiohs,! ratessand’t 309110
charges set forth, in Appgndixes, C:.and B areéijust and: reasonhble?

22,; ;This decisiop;ghould be;effective today' to Bpéed’ thalqlonliy

trangition; from, SUCC'a: interim to) final rated; impléiants the® hel'-¢8.d

service guality programs.as, soon’ asipossible,2 and> beyind reglilatish o4
of CUCC ungder the.NRP:withoutsdelay.cpninted .0 xibrogud nt boiliooga
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. Leapiaily (10 iesvirs val vt el anslg 2A%
vr oo o XATCJ8 ORDRRRD that (s i e codat {irn biucida D20 L1
1. wWithin, 20,days ofi the. date of this Grddy,"Citisdifs’ PAT wor
Utilities Company of California: (CUCC):shall’ file' reViddd eX¥{ffy 1>
congigtent; with this,deoision,f the révenue regliirement ah'd: re?’efr‘n_ue 8
in Appendix C, and the rates in Appendix R. CUCC's filing shaYliV7?9%
comply with.General Order:(GO)t96+Aix The tariffs 8hall’ Bitome'!
effective,when,authorized: by, the: Commissiont AdvisdYy And’ ‘Corpilahde 3
Division (CACD), but not less than § days after fillng.'i{o od blrode
2. ¢ygc,shallibelbound>byithe: termssandi dohiditiond ' df thé
Service Quality Assurance Mechanism and Improvemental'stated! {RIC09I52
APPendj;ES'f?:.-: 1ol nreoll soitg svideneadle avidigognod 2'dlUd .81
3. (Thertegstpyeara1995irevenue!Yequikémdnt?Ubed toxitheds 1008
purposes ,of ;calculating:the surchargecérsurérédft pursiantl & oleuo
Ordering . Paragraph.2:of<Decision (D:Y1940112674°0 12005 IntdRih} o0ty
rates) shall, be.calculated.with aiiaubhdrized-3ita of {ReturnCét o2 Fa
9.60% (15 basigipoints belowsthe: testiyear 1995-'atthorized Pata 3£>
return for final rates)..:CUCC¥shdll<deparatédlyis€a€édijrg ™ ¢laid 101
calgulation-of ;the-amount-of (Ehe15<basis “pdint rddicd€ion‘when {t
filﬂg-gx the -advice cletter.:pursuant :to:0rdeving  Paragraph 12 'gf 1 274 i3 kv
D.94-11-074.¢; at bodagobs sooniov aslea Fre o wodpt ol dibw pnols JPATA
| 4. CUCC's tariffs shall specify that management employ&fd=i>°h
must; be available: byitelephorie :during iemerdgéncies t6 be &1igivls |
for the basig.gervice discountijchbr od biygordn oodst boxirodlius 35 JeRY
' 5. .CUCC:shall, file am annual ‘deprediation appiiéatfon By briadda
June 30 of each year for approval of deprediitidh Yatés to Becdinadobs
effective;January: 1 of,the followiny iyear 2€SL 1soy Jass odl LIS
6,1d Regulation: of: CUCC’s ‘operations’ sHalll o114l Ehe 122 2ovtnilD
principles; of, the Jew Yegulatorys framekdrRIC(NRF)? utul) {sHEa 1S
D.89-105031{(33:CPUG2A" 43)31 D: 94=06%011,7 5Ha D', 92 T LV €8> BUB Rl T3
the following:differences.o{-CUCQ shalltifile’ monito¥iny Lhboyty o2 tvioe

specified in Appendix D. Rarnings betwWeen: thd' benéhmalk 'g;{au{ JJUJ if),
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ceiling:yates:of :Xeturh-shall be-shdred:equallyibétween i bomrroltay
shareholders and ratepayers, with earnings aboveithe:c¢eiling-rates:is
of return returned toiratepayets.!sThe ;&x”i factorvin the*NRF.v
formula -for :CUGC.e8hallybeé :4.0%[:,iCUCC shall~file anfapplicationifor)
NRF review on:or:before:October 1yc19971:1 The applic¢ation shalldy 1o
address CUCC!s servicerguality experience before:-and aftex :NRF«>ijou
{including’a-report whichsdocunents CUCG!siservice qualivy oizye o3
exporience>both intgeneral-andispécifically.with:the-Sexrvicesibmudinuy
Quality Assurance,Méchanism:and-Improveménts speoified in- Appendixi:
B), the¢éxtent:to:which:CGUCCLsINRF méets eachiofrourixegulatoryspsau
goals;:iandsany>otherimatters,CUCG xecommendsibe, addreaseds pThesnourg
applicatién-shall fhclude>ajsummdry list identifying-allithe.issues:
CUCC proposes:for:review;cand-shall:state atstheiend-ofyitsalistisiw
thatiother:interésted parties shallsubmit,their{recommendationsfid
for issues by the close of the protest period. . tobi1o
oit b 7o CUCO) shalliekémpt- customers whoirequestconversion from
flat rate service to measuyredirateiservice,iorithe reverse; fromjaib
conversion;charges for:;a:maximum;of;two:changes per-access line for
up to 180;days from'the:effective;daterof theitariffs, filed: :is bhin
pursuant:to;this! ordeyx’ s CUCC:shalliexempt customers who requesty u:
conversion between extended area service (EAS) plans in the-Blk . iy
Grové!operating:district:fromiconyersion: charges: for:a maximum;of
two changes; peri-access:line’ for,upito 180 daysifrom:the effective,.;
date of the tariffsvfiled:pursuant to:thissorderi -ilinsd Yo srtiiupsy
ifos 8,04 After: review, and: approvals of: the notice: byithe noisi 3oqguon
Commission's Public Advisor, CUCC shall>notify.itsg,;customers of;the,
new rates;s-terms,and- ¢conditions;adopted;herein,; including,the:new
flat and measured rates,I the:local»measured sexvice xatess;the:180z,
day; period::for;up :to.tWo conversions: between flat- and: measured: [yron
service, and.the :180-day. period: f£Or up .to)two.conversiong;between,
EAS plans -in the; Blk.Grove: operabing distriots (The notice;shall-be,
compléted.within-:30.days ofs:the;date, of this;orderiorsif snitq o3
ofd7T  .oviviea rosd w0l wcoll aditg add bosuxo asuvmover oDivises
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performed by acbilldinsérvy.shallvbecdompléted within-60-daysrofiioo
the:date:of [thiscorder:ic cpratniso diiw 2royngsIet bas ntehicodoada
9. i*After réview-and approval.of:the-notice by.thést nxuiex 1o
commiseion's [Publio Advisér;”CUCCJéhalltnbtifyiéffectéd customéraso}
of thé new BAS planuin thé ElKtGrové operating:distriotyo Thévor 4
notice~glall include-a3tdtenentrofxtherbénefitsiof::conversion: fxom>
the systemvof {charging:alla¢lstomers>bundled>EAS chargesstoitheloni)
unbundled-threa-tiér:'planyishalliclearly-ekplain>thé dptions;~andixs
shalliineludé anilndividualized>statement ofiedchcustomerss BAS(suQ
usage\yfors3trepresentative-months orithéD3Vmonthsvimmediatelysds (4
precedinig the:notlee,sudThe13-month periodiused by>CUCCyshallsbe:the>
gam&:3 imonthsl forTallicustémers{ YThe notice>shall béséomplétedilqqs
withini3o>days-ofithe’date ofsthis!orderjnoris ifaperformed-byta DOUD
billzingértjoshalltbei edplétdd:within 60idays ofthe>dateiofithisiys
oxder. Jkotysy Jootorqg =dd Jo =zols wdr yd zoeuasi 10l
210 . 10BAS minutésshallcbe reportedronialloElk:Grove voperxating
distriet costonier bills>forrallothréeEAS:plang.o! anivian odir J5l1
ot 11§f cucerahall termiﬂaté?itbﬁproviéionioffhultipattysservice)o
and shalli cbnvertiéxisting multiparty:linds-toisingle-partyisl o5 qu
service /L on the affective date of! thé:neWi tariffsr-filed! pursuant:to;
this dfderis it rmanlg {(24A4) oonivien nors bBeobnsixs aonowisnd aotarsviod
10127t CUCC! st tAri££5° $halli adopt:the>shmé> standards: for: publicd
accéss '11nés,"démi>publid; and public:telephone: serviceras we:o cwi
require of Pacific Béllrregaxrding useandiuselr: Yestriotions} 1o oisbh
competition 1f!o0thinubiserviceb»ahd’ competition: for: intraLATA’ toll
calling din®thé:payphone! marketlsdz DoUD ViczivhA orldud staofzniereod
w213 iicucd shall makeraidompliancerfiling before: it may:o3s51 woar
exarciséd)pricing flexibility: for:Category: I1.-'servides.sa;The hns 35l1
compl iatiee’ £114ng: shall ‘calculiternew price (floors ‘consistentcwith:b
theratés]and’ volumies? adopted <dn thid decisiony-0:It ‘shalls (ssivises
dehohstiate? that eédch tblls fate ‘alefientis greate¥: thah ior requal (to
the price flooi? for2'that: sérvicendniItoighall ‘denonst raté! thdts thejwoo
service revenues exceed the price floor for each service. The

- 137E&L -
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price floors shall include the. correOtioné and-agredtients 'readtea
between CUCC and ATAT regarding!Exhibit-838}1cas ‘sta€dd 1 the price
floor briefsifiled-May-12;41995, ‘and<b8é ‘consistent with ‘the sales
volumes and ratés adopted herein. Further, CUCC shall make a
compliance filing before it may exercise pricing flexibility for a
new Category 11 service,. .

14. 1The1prICe floor compliance filings shall be made by
advice let€ed it e Biector of cacp. cucc shall submit
reasonable addi;ional'inférmation or data as requested by CACD to
complete or ;g{inﬁiygléd&ice letter filing. CUCC shall make
proprietary information related to price floor filings available to
other parties subject to the pr ougg;%xg_ordqr An.these. proceedings: 1
or to parties who execute appropriate nondisclosure agreements.

nud 34 viast \a\

The nondisclosure agreements may contain reasonaﬁlq,prov isjons to
ensure that thée proprietary information is not disclosed to the
party's employees or consultants involved in marketing or is not in
other ways used to CUCC's disadvantage. The compliance filings
shall become effective upon the approval of the Director of CACD.

15. When CUCC wants to revise a price floor for a particular
Category II serxrvice, it shall file a 40-day advice letter
requesting the change. The filing shall include a revised cost
study for the service.

16. CUCC's competitive alternative price floors for HWATS,
800, and Enhanced 1000 Savings Plan service shall apply to customer
locations that generate the minutes of use used to calculate the
price floor. CUCC shall submit new competitive alternative price
floors using different minutes of use if CUCC wishes to execute a
new tariff discount plan for customers with a different level of

minutes of use.

- 138 27 -
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APPENDIX A
is f A rances

Applicant: Ellen Deutsch, Jacqueline R. Kinney, and Russ Mitten,
Attorneys at Law, for Citizens Utilities Company of California.

Interested Parties: Beck & Ackerman, by Jeffrey P, Beck-and Steven
M. Hoffer, Attorneys at Law, for CP National, Evans Telephone
Company, GTE West Coast Incorporated, Kerman Telephone Company,
Pinnacles Teleghone Company, The siski¥ou Telephone Company,
Tuolumne Telephone Company, and The Volcano Telephone COmpang:
Cooper, White & Cooper, by B. Garth Black and Mark P. Schreiber,
Attorneys at Law, for Roseville Telephone Company, Calaveras
Telephone Company, California-Oregon Telephone Company, Ducor
Telephone Company, Foresthill Telephone Company, Happy Valley
Telephone Company, Hornitos Telephone Company, The Ponderosa
Telephone Company, Sierra Telephone Company, Inc., and
Winterhaven Telephone Company; Rudolph W. Deutsch and Karen M.
Potkul, Attorneys at Law, and Daniel P. Rhinehart, for AT&T
Communications, Inc.; Michael J. Golabek, Attorney at law, for
GTE California Incorporated; Graham & James, by Martin A.
Mattes, Attorney at Law, for California Payphone Association;
Seth M. Lubin and Lesla Lehtonén, Attorneys at Law, for Sprint.
Communications Company, L.P.; Robert J. Mazique, for Pacific

Bell; and Ted M. Hussey, for Communication Workers of America,
Local 9583. .

Protestant: Patricia R. Shelby and Margaret L. Wedge, for
Concerned Ratepayers Against Pillaging, Profiteering, Yutz.

Division of Ratepayer Advocates: Mary Adu and Laura Tudisco,
Attorneys at Law, Joseph Abhulimen, Amy Cheung, J. C. Jong, and
Michael C. Amato. '

{END OF APPRNDIX A)
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. APPENDIX B UA
‘ Page 154
;1 SRRVICE QUALITY IASSURANCE: MECHANISM AND "IMPROVEMENTS i} b
a.d1 w{ iCITIZENS :UTILITIRS COMPANY: OF: CALIFORNIA @l [ lacix
by baedn uolviez 3-8 0D s} avoidon ot bafitnl Ieild yiiono
caottelusion prlvwelfoY =d2 d boalneasab Jnuecis ns rt
Service Quality Assurance Mechanism
bperod fsioTvy braplot gscoduuo i3 1o 3nueas [sdod sdT o
chan oor e gsdd efian Yo usdoca sd3 o3 Isups od [ledn
A Service' Quality Assurance Mechanism (SQAM) ‘as setforth in
Exhibits 104, 105, 106, and107-and summarized heYxeinj. 'shall be
applicable to Citizens Utilities Company of California (CUCC)
under the following terms and ‘conditions:IS.22--7AaHy

1. The SOAM shall be. applidable.towqg 02.8(2--TACH
o Dial Servicéiolis) woq 2&.0%--adkvie2 [sid

‘o> TroubleReports Service! Answering. Tin&) (FTRSAT")
<5 3l ol 10l ellsn belsib-ts-odaud Baldelgroonir
vd o r-Business: Office: AnsWering: Time:;s("BOATH)z=A
(.vIggs [Isde y3idna pailisl od3

o Reporting of GO 133-B Service Measures
st o3 (MReporting)ia furulsry roxodnuon [sublivibiat odT o
eoiil anscos 1o yoidmen oMz wi bobivib bagldsd InioT
-2.~£1 The GO 133»Biservicdes standards that:CUCCimusthmeet:on a
. monthly basis to avoid triggering a’SQAM-refund-are:

o Dial Service--98% of customer-dialed calls over the
ijse 3 localtands toll message:network mustsbe:cofmpeted:without?
4759 1o I thefcalls:encountering an' equipment and/ox allipaths-
2ot} tbusyscondition:fqas nolsgo ali pn (weo DIUD LIEDY
DRUD L baulet bBotlupot midd axs o gabro ol edinon 9167 10
a1 100 +TRSAT=+80%>0ficalls:must:beranswerediwithin 20l 5edonds
i ditais dolidw 101 Boitsg 2:H3 Bas onii rog Jauche 3iboxo
o BOAT--80%. of: call must:bejanswered:within:20:sééonds

o Reporting--see Section 10
jarit edld Yo yeh 2exil odd no aviiosile suovsd Iloda MAG2 ol .o
aolzineb [snil odi Yo o945b sviinsils s paitwollol dinesm [foud
3. (1A SQAM customeri refundtshallrbe,triggered, only:ifca, reporting
2entity:failsitoimeét thei{GO:1334B service:standardssineg
i1 Section: 2> in>threeimonths: withih anyiperiod 6fsgixhouzai
consecutive months. The SQAM shall be applied. tosthesthird
month in which the subject entity failed to meet the GO 133-B
‘standards. Thereéafter, the SQAM shall be triggered for each
101 ‘pubsequent> month within arsix:months periodf iniwhichathér - . ¢
o312 subjectsentity fallsstd meet the;GO{133>Blsexvic¢estapdards.
Is:The failings/pepaliZed: month ‘is;counted;arfajiled month in the
siksmonth:rolling; timeéframei-sNo falled! month; foriwhichsa
SQAM: custémex irefurid is triggerédishallsbe countedrméresthan
oncewvyivyoz bovotirios a'yiidas boinolls ofdi Yo zasibrspox
.onIRri101teqg
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APPENDIX\B 1.
Page 211

Once :a'customer (refund ifa: txriggered ivrider 'Sectiond 1 CUCC
shall issuetrarrefund (toithose a¢cegs linés gexrvéd by the
entity that failed to achieve the GO 133-B service standards
in an amount determined by the following calculation:
galanissd coneryeed vi1i{srd aoiviaZ
The total amount of the customer refund ("Total Refund")
shall be equal to the number of calls that fail to meet
the>GO:<133-B gervice standards-in. Section 2 .multiplied: &
: by the: following Assurance''‘Rate:: ,20f ,20f ., 301 23tdidxd
(O7UD) sinyelile ¢ visanoD 2012311130 suost i) o3 aldsotiqas
TRSAT--$5.25 per. failed icallsmsa) puiwolfoY ods sebnu

BOAT--$12.00 per:faiiéd»ba}}z.gd [fsda MAQZR odT L
pial Service--5$0.45 per failed-calls2 [sid o |

{*iazi{If CUCC isrunableito) detexmine;jthe» humbex of
: uncompleted customer-dialed calls for the entitg, an
AssOrance: Rate: 9f>.$). 00: persaccess::line:gérved by
the failing entity shall apply.)
satuyaseM ooiviod d-££1 COD Yo prniixcgod o
o The individual customer refund shallibe:equal' to the
Total Refund divided by the number of access lines
r» noservediby:theientity that:failed)torachieve the GO 133-B
cservicel standaxds.viii tonpit ) Diovs o3 afmad yldinoes

sdd wovo 21l Belatb-nomdInun 1o #8Y--aoivasz {sid o
5 iuniCUCC shallyissiuerthe éustomer:refund Viatad suroredit set
-aforthfin CUCCi{s annualuprice cap:filingion:Octobet!1 of each
year. CUCC may, at its option, apply:such>surcredit for one
or more months in order to make the required refund. CUCC
zi:rshallosubiiti thesworkpapers: showing: thercalculations for the
credit amount per line, and the period for which credit is
zapplied;iwithiits annualspricé:cap’ filing.?08--7A04 o

I noidus? ssa--priticyoasl o _
6. The SQAM shall become effective on the first day of the first
full month following the effective date of the final decision
v 314n2A.93312¢005,0CUCQ! 5rgénéralsraterapplicationic NoYwmohth . €
priérctosandiincluding theéfmonthiin which>theldetigioniis
issued«shall beicouynted -infatsixémonthiperiod’ désoribed’in
brigéctidnr3.boilqas od [isde MAQZ2 ofl .adinoyw svilduonsanod
. H-££1 0D od3 3957 0o balinl yridzue Josidus ol doidw ot dinom
o685 101 botoppind od [{sde MAQ2 sz [193isouodl .ebiysbnsia :
7. Thd150AMishallb ndt> belApplicable .for)anyiaffectedrentity for
.ebrahysmonthiindwhich: therer»is ardeoclaratioh -oft naturali disaster
si{3 ot 4tate Ofiémergencyrissued byraifederaljogtate’i ox 16tal
satthérity? authorized! ok pérmitted! by: lawitoisstieusuch'a
nsiideclarations: 28uchs monthsishall be ‘deeled ‘torbé: passes:
regardless of the affected entity’s achieved serviceisno
performance.

3
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page“ kB4 i

8. The SQAM shall not be,a?plicable for any TRSAT and BOAT
entity during” the wonth! inl which CUCC {8 reguitedito -
. implement the rate modifications ordered by the Commission’s
i Fehalidesigion: intAL 93-12-005 1> o Isnvie vaud  ($)
Jicdoan 2 prit{esth
9, ‘.THe 'SQAM shall mot> betapplicable’ for TRSAT: &nd!BOAT during
the month in which CUCC iwpléméntstité’néwi billing system and
for one month thereafter. _
Yiegoy tas noftsilatone anoidagalast o adet sdT (M)
s ,aasidow adivian
10. CUCC shall file GO 133-B monthly service performance results
oMl ant overallf cbihpany’ basis: with*itsl GO 133-Blquatkterly
reports. If CUCCfails to' repdrtia falling>reporting unit in
.. its quarterly reports for any service measurement of GO
Cierey332B, 07 pehiiltye of 161 00t pere atddsdNine forfeathlionth that
;h@jf&jllﬁgfYéngEihg‘ﬁhiﬁ“dbesqhdtﬂréﬁbiﬁféhallvbé?applied.
Refurids? shall berdisdtributed> to? thé eustomeysofothe
Ireportingunitrin Aevodrdancerwithysectioni sy ovivien -
codd A6 goigioxbh od1 1o adah oviinoatls ol no pitnninsd
. LPRITEBDBDoTY
11,  CUCC may request discontinuance of thée SQAM within three
yedis orratithe time: of ital review vhderiNek: Regulatory?
T Framework T s yromivhia aoiasionad 240 of sostpoig
. aatuaions s oEsts eysh dv aidiiv waivet rel maoiarvid
Hefge smiposg aaon centbosvorq ebkdr gt aotzioaeh
12, 27 CUCC shall nét récover from’its! Fatepayers theltosts of
. -calculating and implementing this>SQAM. i DLaitinegs

yitisun satvisa o2l Yo Jnosovoldos o'UNUDd L2

bk
g dziv oorcondags 27000 1o Yoy
SPOTUD 3o woaviiue studul s

o
\

S 2TASN Yo =23

Pinebt oas 1o aidfuzax

~ cuUcC has agreed to develop service improvement:pyYograms and
work to achieve service quality improvements in accordance
with the Division of Ratepayer Advocatés' (DRA)
recommendations identified below. No penalties are
associated with these réecommendations at this time.

1. CUCC shall correct within 90 days of the date of this
order the GO 133-B quarterly reports for 1991, 1992, and
1993 to reflect DAOAT service performance with the
exception of DAOAT performance results from October 1992
through July 1993 when CUCC did not have service
measuring equipment in place. )

2. cuccC shall reduce the rates for the following problems by
at least 30% froh tHEL1992 ‘1evéliYeportéd in DRA's
customér survey within three years beginning with the

" effective date of the Commission decision in this
proceeding: . .. '
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VoS Lrien TA vitn 10l ofdasi e é:: ad I flnd" MAOD mi‘
‘CIL xStatic or noisejonithe  telephone; inea.x YJJ&H‘
iiere .t sy sl wdd bougbriea anoridnnilibor ning a3 Jaosolos

(2) Bus{isignal or recording before a; customer-fjniehed

dialing the number,

i z“;;fthroughlthe first time: DU finkie gl 1‘ RIFTERTINNLT 061
tadigorondy A f’f Do) ol
{(4) The rate of telephone installation and repair
service problems, and
s innot soariolireg aniviasz vidinon -88f GO ofli Ieila
2 I1{5)euThe- rate of: disagbisfacbionz.w} b ,ingmr?f)i?m
@t ding waidic ;esolutiona ang: billing XXoreysn 11 .ami1o: qors
00 1o INeCnsIysRe’] 921iVIos yne 10l 2iioc Y xeixsup aii
il 3jnf,CUC§ﬂ shall reduce:the;seryice outag PJ}S’}
b5t T, BEXVACE [outages; by y-40%, and; equipment. by 50
{éxcluding - connecting; company; outagﬁ frocq &i:1833
service outage;level;oyer-the,next threeryéar; perjogd.

beginning on the effective date of the dec1810n in this

N procegg}ng.
aaid) giiddiv FAC2 el lo sonsuitidacdeib Jaocupnsiy wem DDUD
441oCUCC:shall proy1de itsxplannedbsgrv;ce,jmprovemgnty{

programs to the Commission Advisory and Compliance.y
Division for review within 90 days after a Commission
decislion in this proceeding. These programs shall

1o spegify how;CUCC willsseek.to achieye the improvements Lo

specified in fegtionsi2 &:3ir~iafcih bin 1. 3Aiooin

5. CUCC's achievement of these service quality
recommendations:ghalls be;determined: by comparing the

results of DRA's 1992 survey of CUCC's customers with the

results of an identical future survey of CUCC'
Fas & nCUBLOMeXS.iavory il Sufvios acinvaeb of bhoay

<3 \I!rf“fl Yy

rf DUUD
apnrbritg 1t 23 wr;ug:,'t wrtieen a0 RO
(AN ‘e ydaznavbA ftoysasdrd 1o aolaivia ot ddiw

war ISEcE it frz'ﬂ.‘r 20U IBDHeT 00T

muate nonild diw bhalsinoans

Z{:?Tij.[;..l..q
RERBAN s SEFCT S 1 B FH

nb ol Yo serb 0€ pi{tiv Jooxtcw [leda S0ULD 0 LI
£ 1ol edicasy ylraduesup 8-880 00 =2d3 1obio
wosopsatoInsy adiviss TACAT doallst o3 Eeef
Seerl m'ioj J 01 aidfusst acnesacitsg TACAQ Yo nciigooxo
anivions oveid Joa DiID D0US nsdw £e0I vIul dpuroadl
.aolig i Jusmyiypo paAttvessm

vd eamafdorg valwollol od2 1o} a293sx 9d3 soubst [leda DDUD (S
2 A il hojioqe(END OF APPENDIX B)(1 s0€ ijonsl is
a2 d3iw painastoed syssy so¥dd niditw ywdsvrua 1smodaun
aidl ni notaioﬁb norestn:oD ol o oi1sb aviioniie
. :priibasnorg
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APPENDIX C
Page 1

Gitt Utility C | Calitorn!
Test Year 1995

RESULTS OF OPERATION - INTRASTATE

-

PRESENT RATES .
DRA

Adopted
Final Rates

Cuce Adopted

ing :
Local Network $ 23,130,607 $23,190,345 $ 23,130,507 $§ 26,790,121

Network Access
Long Dislance
Mise
Uncollect
Tolat Opetaling Revenues

i
Plant Specific
Plant Nonspecific
Cuslomer Operations
Corporate Operations
© Total Operating Expénses

Taxes othér than incéme

Stale Income Tax

Federal Income Tax
Total Tax

Total Expense
Net Revenues

Ratle Base
Rate of Relum

30,161,693
9,860,034
8,666,440

(188,315)

71,630,259

6,624,258
23,025,835
6.988,756
10,042,333
47,781,182

1,444,306

916,992
6,072,417
8,433,715

56,214,897
15,415,362

139,366,926
11.06%

30,167,403
9,660,034
8,665,758

(188,578)

71,694,962

6,824,257
6,988,756

8,074,980

45,190,038

1,390,325
1,049,033
6,968,836
9,408,194

54,598,230

17,096,732
132,197,708

12.93%

{END OF APPENDIX C)

30,161,593
9,860,034
8,666,440

(183,315)

71,630,259

6,824,258
22,317,486
6,988,758
9,334,614
45,465,014

1,444,306
1,030,762
6,844,798
9,319,866

54,784,880
16,845379

138,207,048
12.19%

23,500,722
7,100,357
8,281,621

(176,442)

65,905,580

6,824,258
22,041,161
6,988,756
9,334,614
45,188,689

1,444,306

763,139
5,016,138
7,223,584

52,412,272
13,493,308

138,207,048
9.75%
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C00-SI[-LC A

7 -7 Majors service interruption:summary.itsi oiliosua
8 -xX.Quality of servicejperformance:Yeports3 niliscge 5CvA1302-05?
'9:- X' FCCO.Utilization Reports 495A and 495B>iisia4g0 1o 2ClLA12.03-00?
10:- < Summary of Category I1I rate changeg sl aprinicd sidCiA405-00)

11

G.0. 95 - Accid./Ln. stats., fac. related

Emergency Spanish lang. assist. bureau measiyt g}
Non-English speaking percent by exchange

Page 134
S0 LHL D L e . Monitoring. Réepoxteir Jnamyolqgsbh 420 I
. 2500110 513090 1o 3ogoi A
L IO LD (s B 10D sucast riiXRned Jeaod oiltivoqn ooivisd 8h
‘No, ~-.1. vy Report Title: viiNoirt 1oan oniitonae onivCode @)
R S IS NS 008 opid naoonltand o
. 17- :FCQ: Joint Board Monitoring Report *CiAi1>00-00?
-+ 21 {:USTA ‘subscribership pitipreaatGiAV200-012
:3:- € G.0../152 Private Line Alarmepasio hio notidsine s CiAIT01-007
‘41-3G,0..'133 A Telephone: Syc»» Levelsgun .zas1ld oo 935 C.AVROL-017
5 .51Informal service complaints’ report:isvib 1o niisuCLA1>02-007
6 -oNotification of majoriservice:rinterryuptionyil e1ni ClAI>02-027

5 CoA(202+-0232

C.A."XX'OO_

" n.Customey informationotices:sn:oleus pridsega rdai OiA1-XX4014

OiAl>XX>02%
COAC "XX‘O3*

G.0. 107-B Prac. to assure privacy. & sedrecy, od oC.Aw>XX104¢

G.0. 107-B Telephone tap devices discovered
G.0. 95 - Infractions Cleared

ULTS

Expense matrix

Market penetration for Category I1I serxrvices
Misc. info. research into TFP

Technology development rpts, other

3-year capital budget summary

Network op. planning analysis report

New network service development planning summary
Monthly Operating Report %000

‘Notice of tax and accounting changes

Separated results of operations

Separated results of operations

Revenue data for Category II and III

Annual Report to FCC, Form M

Annual Report to shareholders (SEC 10K}
Quarterly Report to shareholders (SEC 10K}
Interest during construction _

Members, dues/contributions and donations

Sale of stocks, bonds, and other indebtedness
G.0. 96-A Tariff Contracts and Deviations
Weighted average cost of capital

DEAF Trust (monthly .exp:and. annuali budget)
Financial news releases )

Central Off. equip. deploy & util rpt (annual}
Central Off. equip. deploy & util rpt (qtrly)
Interoffice facilities deploy & util rpt (annual)
Interoffice facilities deploy & util rpt (qtrly)
OSP deployment and utilization report (annual} -

C.A-'XX'OS
CnA. ‘XX"O'?
C.A.-XX-.OS
C.B.-01-00
C-Bn '01‘01
C.Bo -02-00
C.C. ’01'01
C.C.-01-02
CnCl -XX-OJ.
C.C. 'x_x"oz
CoD. '01'00
CIDI '03—00
C.D- -04-00
C.D. ’04—01
C.D.°07-00
CaDl 'xx'oo

CoE‘n ‘01"00

C-E-‘OI‘OI_.**
CIE. ‘01"02
C.B. ‘01;03** .
CcEa ‘01-04
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Page»2:1 o .
46 OSP deployment andiutilizationt!Yepdritli(qtrly) . C.E.-01-052#
47 Report of Central Offices C.E.-04-00

48 Service specific cost tracking report (qtxr & ann) C.F.-01-0000
49 -~Sexvice specific cost_ tracking report s:inew!serv C.F,-01-NSOO
50 Business Line 800 C.F.-01-NSO1
517 - 0 Centrex 3reaasi prnitodino® biyscd IntGuFy*01-NSO2
52)-0Voice? Messagin? , qifdz ssditoadu.CyRMOL-NSO3
531- t CAMidocumentation and changesi(s{A anid sisvitd S2C.Fi1.402-00
547)-1rAffiliate co. trans. and:intercompanyia/eifoT A ££.C.F1506-00
55)-5<Notification of diversificationractivities'visa s C/P/r08-00
56)-< Complaints from:coppetitors)>no.s and:typeio noted> C.Fv#09-00
571 - Sexvite specific tariffcimputationprepokxtt soivisa C/R/#XX-09
58)-S Servite specific tariffyimputationrreport’sssa lo y.0.Fvy#XX-00
59)-£ Reslts of Operation®md bne Al€: 2310qod noidssili @IXV*XX-00
"60)-2 Shakeable Earnings Reportsiio oist I1 yropsdsd lo yQiXy+XX-0L

N0-XX-.A.0 boinfatr .o} ,.z23sde .ad\.biovA - 2¢ ,0.D it :
+:0 Noh-English speaking customers::fox!CUCG répresent -less':than 2%; -
1¢c chéckiat NRP review.ussyud ,Jatezs .pasl deinsg? yonopitond £1
SEO-XKX- L ALD spuednxs yd Jnovrog piidscge dalklpnd-noi M
ss2)Réport. to be filed>annuallyiixq ssvezs od .»ns1d H-V0L 0.0 &f )
GG-MR-LAVD batsvoazid sonivab qod sicdgalawr €-V0L GO oI
CALD saxanlDd anolinstinl - ¢ 0.0 Vi
LALWD . » Sy 51 ‘
LD , xiqds nanagxd er
q4.0 aonivios 11 yiopnis) 10l poidstlonzg JoxusH o<
4.0 4T odnt dosssnot Lolnt JouiM £S
2.0 yoi{do ,algi Fnsixiolsveb ypolondosT NN
.0 isn e dspbud [sldigno assy-£ £Q
L300 Jrogor nfayiens prainanlq .qo Xtowiod S
) L0, yweeenpe pabmisfq Inexmgoloveb osoitviaz Nuowisn wod as
A9 0000 Jecyod prideisqd yldincH AN
A1LD aspaedn witldnrodnos ks x6ld 1o aniiol vs
O0-5G-.4.70 zinotdsrsge Yo asfuear bhaldoinysa 8¢
- r0-.4.2 zrofdsyago lo uiipest baidsrnqad eg
00-Vvo-.{1.D (11 fBans LI wiopodsD ‘10l sisb sunsvod 0t
00 -AX-.U.3 Moo 009 ol Jroqoad [sunnA 1e
[0-XX-.1.D (F0f 212) nyeblodsitsile o3 Jroged [surnnf Qe
{O-XX-.U.0 (01 2:H2) sitahlodorsde o3 drogofl vlvte3sauQ 1 3
O -xNX-.d.D o tiouxcianod pnitwbd tasirtoinl pE
- 20-XX-.4.0 anoiisnch bns aanoiruditinoo\esub ,erarlial Q€
FEV0-XE-.4d.D vaonboidsbal «sidlo bns ,e2bnod ,e2xooda 1o sfs2 | 3E
80-%XX-.d.0 enotisived bne ajostinod YiiisT A-32-.0.D TE
te@Qp-XX-,4.D Is1taso Yo Jeod speiroves bholddpleW 8¢
S0-XX-.a.D {Fopbud (ENDOF> APPENDIX \D){3acm} JausT HAdd €€ -
Lf-XX-.d.D aoasalor awon Isionsnid 0
Q0-f0-.4.D {{suaas) 3qx [1du 3 yolgsb .qiups .110 [s13n3sd ¥
1kf0-£90-.4.0 {¢Itdp) 3qx [idu 3 yolgsb .qiups .130 Isxdiiod Sh

Q0-10-.4.2 {{sunns) Jqx {idy 3 yolgsh eaildillosl obillotsinl £b
++£0-00-.4.9 (y{xiIp) Fqx [i3uy 3 yolqgsb astiilionl odillotodnl bb
PO-10-.4.D {f£sunns) dtogot noidssiliju Bins Jnssrgolgsh 49420 ah .
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Citizens Utitity Company’o{ Califérnia’lio
Present ahd Adopled Rates 4

Tariff Rals Element taozvd Present iz Addpted’
Schedule aletl «tafl Rate Rats

Al ACCESS UNES e fedazi e cprt MIX3T
SRS s co bt 25Tt i gt M X3
Business Access Flat- Single 0043 $ 24.90 $:15138761 X33
Business Access Flat - Single Ek Grove 23.90 toers A 38. 701 XH

Business 4 Parly Flat avigs 22.70 63 Az0oS - l eze 3870 e

Business Atcess Measured « Singls .19 2210538 270X - 92025"‘ w2

PBX Trunk Flat 2V 23 87251 D enaN - b2 s 3870 300w

P8X Trunk Flat - Etk Grove (CUESN 44.75 f.ﬂ > 38704 %31

PBX Trunk Measured oI 22.10 toruzsatd ¥r20.25% X4
Residential Atcess Flat - Single 2100 s 12760 (20 crini2 o 17,888 1e 50

Residenlal Access Flat - Single 03100
Residential Access Flat - Ek Grova 0.0
Residential Access Measured - Sing'e 0

Residential 2 Party Flal CE10 0
Residential 2 Party Flat GO0
Residential 2 Party Flal - EXk Grove
Residential 4 Party Flat
Residential 4 Parly Flal - Sububan ) 23
ULTS Flat Rale D OT
ULTS Measured Rate
ULYS 61-70 Cans
ULTS 70+ Cafls 01y
ERY ) a

Public Agcess Line - Flal ory
Pubbc Access Line - Flal Efk Grove
Public Access Line - Measured
Semi-Pub. Pay Station
Seml-Pyb. Pay Station - E Grove
Tol Station - Pubbic Ext.
Publtic Telephone Senvice .

. (SN .
FEX Flat - Business -

FEX Measyred - Business -
FEX Mileaje - PBX and Businéss -
FEX Mieage - Non-¢ont Business -
FEX Exiension Mieage - PBX and Business
Switched Measured - Zone A Business
Switchéd Measured - Zoné B Business
Switched Measured - Zone C Businéss
FEX Flal : Residential -

Switched Measured « Zone A Résidential
Swiiched Measured « Zone B Residential
Switched Measured - Zone G Residential

13.60 tr12.887 80

1445 b 17.853 2\

7.00 zohaMianibAp 0.603 20)

10.85 P {785 A TS

1160 eIzt ii 1785180

1255 17.85

895 2i3tiy2 eondigel: i785*'!l i\

11.75 nd

638

3.50

0.10

0.15

4345

48.45 42,65

3110 a2 enAt:20263 5i:c8

28.60 11 (31 < ﬂ. 22z »70.37:’: era
¢ 32.10 Sty 2A 3 £ ﬁ70371

2490 o1e 45.00 s

020 4:vi22 EmA LN 02006150
st A M - raid A8 e i3 2ATY
2, 22000 - a1 451571 26.80 1 2A3

400'.1 Mfcnriq A0'9213.00 3 2A3
2: 325 (0S<crai9 ¥ eiin 4.00 A 2A3

1200 £51512.00 rixsM
IS 325_)’:‘ A9 ba! n?_iuU ¢»4C082A3
A tiss N 3590‘ P2 LarmInl 15142.45 11 2AT
46.90 5345 )

70,00 TAHD 30IVAI2 T1:-77451iT UM

10.00 10.00 .
19.45 233540 noi1>-27.85 9alns

T 2845 udeautt ercetys'aT 3685002159

48.45 22z 20{ 68,8505 A

s
-

AEEE Fau SN 5o Y
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Citizens Utllity Company of Californlat0
Present ahd Adopted Ratesn

Personalizéd Telephono Numbeér ¢».85
Reconndéts Business

g R-b

k‘875 efi G enoN - be'a\?s‘bsod.;“,{a
’3000"‘905“8 P o) 13543251

Terift Rate Efement AR Present 162 Addpled Ny
Schedule AL etef] Rate Rale sivhada
FEX Mileage - Resldential 325 2374002 120A 1A
FEX Mileage - Resldential Suburban 275 4. 00
FEX PBX Trunk Flat 2.0 2 2200 sgnd- m ¢13226.80 »
FEX PBX Trunk Measuted ¢res ¢ 4003 e -t es 2 1300 Mol
Swilched Measured « Zone A PBX )5 S3 50.76 , i ﬂ \1 5760.65 2¢1
Switched Measured - Zone B PBX 1 .53 61.752 - bruzasiteza71.66 ~zd
T - Switchad Measured - Zone G PBX:R 1€ 8575 1:195.65¢ >”3 i
FEX Key Trunk Flat s 22.00 eveid #3113 Yo T X089
FEX Key Trunk Measured 0183 4.00 tovzoat Aen¥ X687
Lecal Measured Senvice (LMS) Day Intial Minutes 0.0315 ¢'0v2 - 113 2230:0.0033 t'end
LMS Day Addtional Minutes  G3.€! 00100 €102 - 11T 222> 0.0105 5227 B
LMS Evening Initial Minutes es 4! oomo;ai} ssaen-oom izaf} -
LMS Evening Additonal Minutes (9% 0.00702 - tozssit 2232 0.0074 1221
LMS Night Intial Minutes T &3t 0.0130 153 V500.0133 27221
LMS Night Addtional Minutes (3.1 0.0040 _ T 1:31:haCAAMD B
AN . FAEN : N B SRR
Dial Moblle Telephone Systems ¢2 5 SR ISR I 3
Primary Sénvice &ttt 25.00:5 132 1eidhis 1 25,00 Y .
Paging Actess 3 a 10.00 +':10.00 & m
e 0t E -_,»sn- SR ERAL R
Farmer Line 0o 20 05-13 aLd
Business ¢ 2r9 7.50 ef’sgo_zs a2y
Residence 5.00 17.85
Channel Meage b EX 5.10 117 - onid 22 4,00 -3
23< s e LAEEOEs DIR B EE BRE-RTH FEERR NI
Bask Extended Area Service  O6.1E
Basic Businéss EAS Pilan >120 Minités - :
Basic Residéntial EAS Plan >120 Minldes RS B e y 3
Maximum Charge cors X - 1;3”"‘ i 600'9€3T
Optional Extended Area Service 50 e enatg3a T Hidud
EAS Busingss Block Plan - Monthly Chargé . 2.50
EAS Residential Block Plan » Monthly Charge . 2z3zuD 00 I X3
EAS Busingss Block Plan >300 Minitss . zzai2ef - b Q.02 X sn
EAS Residential Block Pian >300 Minltes - 2002083 bes XED -2 0,02M X2
Maximuim Charge . 0Ost « 2zan2e8 Jnod-aol - £6.00M X3=l
) EAS Buiness Unlimited Plan - Modithly Charge -=-~:,satv-xaq ebsf".imsoo’:l)(a'-'!
EAS Resldential Unkmited Plan - M&ﬂ?jcharge zezvang AenoN - byu2ac g0 A0S
R coad ezani2u3 8 enoX - bowenabibodziag
A2 MULTI-ELEMENT SERVICE CHARGES 222208 D ¢S - bowresMbodaiag
. 0.0t 00.01 fzitazbizsfl - 113 X33
Service Cofftection Charges aret snstizaf Aenol - bywzeaMbadaing |
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AT GO s I0)STE2A

Citizens Ulility Gompany of Callfornta!id
Present and Adopted Ratss 19

Yerift Ralq Efement IRREE SN | Present 1oz Addpled Hia¥
Schedule <N AL Rate Rals shubaraz
Recotnddt » Residential ool 1500 2 i e 1 X 23260002
Resetved Numdet for Current Customer - Bus/Res £X - 2ido M e EOA W N 10005005 2
Rasery. Number for Non-current Cust. « Bus/Res . 10.00
New Senice Order - ULYS 3.00 aslviz22.00biswnl
New Seni¢e Order - Résidential (0 5 $.00 ol 60i314.000 20
New Servide Oider - Business  (00.03 14.00 ¥2H oni 21501 »=A
S O Charge Records - ULTS <20 2.00 e efszesM\quin2
Records Only - Residential eno 6.00 Py agesas M Vuta?
Records Only - Business 0218 850 e 0OF > MA2 AR PN
Employeée Senvice Order Change 3 Redords {3.00) 240 FA
Central Office Connection - ULTS 2 © 500 zad 00 <Mel0.000 Fud
Central Office Connection - Residential 15.00 - 2325.0VA
Cenlral Office Connection « Business t 2500 2wed 00 > M2 38602 Y H
Move Sefvice Order- ULTS €32 2.50 ~ 575 01A
Move Setvice Order - Residential 12.¢ 750 zeand00F <MI219.600 VN
Move Setvice Order« Business 03 11.00 17.00. 0 A
FEX Connection « Busingss 75.00 11575 )
FEX Connecbion » Residential 50.00 s2ina2 21 7525 w100
Line Comect-on Charge 048R 25.00 RTERS 40 001 -o0
o2 QRIS LY B AW L I
Yisit Charges <30
Premise Visi Chargo - ULYS 220 6.66
Premise Visit Charge - Businéss and Residential 20.00
Premisg VisX + Customer Premises Equipment (CPE) 20.00
Premisq Vis for CPE (Overtime) 3 0 30.00 cs: . r,a x75.00_-g 72U
£N 2 NS, G5y O Vetege:l)
A3 USAGE AND TOLL CHARGES )11 2-07y¥epezU
) £33 oave at-ravudspezl
Zone Usage Measurement Service ¢ 8 - 1.2 Fud epeal
ZUM Day Inkial Minutes - Z3 238 0.1000 66137 0.1000 0420
ZUM Day Addtional Minutes - Z3 0.0400 0.0400
ZUM Evening Intiat Minutes - 23 0.0700 - 2120 §3510.0700 15 5251
ZUM Evening Additional Minutes ».23 9 00280 ¢y iy toid - 0.0280. vz
ZUM Night Inftial Minutés - Z3  OS1.0 0.0400 0 & - 00400 0
ZUM Hoght Additional Minutes - Z3 21.0 co 15 - btrOOiﬁom.’j
Switched FEX Day Initial Minutés 1 23.0 0.0480 34 1erctoA - 6200033 3,3

Switchegd FEX Day Additional Minytes 3 Z1
Switched FEX Evening Infial Minudes (21

_ Svilched FEX Evening Addtional Minutes « Z1
Switched FEX Night Initial Minttes - Z1
Switched FEX Night Additional Minutes - Zt
Swilched FEX Day Intial Minutes €23 -
Switched FEX Day Additional Mingtes - 23
Switched FEX Evening In?ualMu’nujés.rZ-?o .
Switched FEX Evening Additional Minutes - 23

003201 1201 - b b5 - 52 001 .ngn

e1r 0,034Q 1 0A - b brst - ba 00233240

00008 . 0.0074

00190 23 £aited QAR 15301
om EHEARE PoiE 0;00"? \_:G
0.1200 21un M tacit BDA - 0;1000 xed
0.0500 onirit 1237 - » 1 0.0400 h5v3
0.0800:2 1200 tbA - b 10 00700 53
0.03401 7203 - A bz 8 - b 0.0280 14004
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Citlzens Utitity Company of California'iO
Preséntand Adopted Rates 1

Taritf Rate Elément psEnd Present 135 Adopted
_Schedule 3 fai Rats Rate

Switched FEX Night Inftial Minute§ 3 23 0.0500 le 00200 0.04003280
Switchdd FEX Night Adcﬁwnal Minutes Z3 273 - 0.0190 Dyt vats 0.0160:::1
¢ Gt 23 2:F e 2200 v acrhweh il ngh vt
Inward 800 Service e ‘ 201U - 120 20822 wald
Rec¢. Raté /Uing Full | e 20.00 ' 11207230 1300 1 20,007 w o
Rec. Rate FLine Ha't o0&t . sziand - 1en0 20,007 vl
Setup / Message Half (LURN . Ly 2700 - ebor=HeopywaAd 02
semp’Mmge Full 0D 1 ginabizafl . \.n{}_u gt}
FULOAMIOOPM < 100 hours (28 . 22 302w - \10,37:09511
Mahef {1:0 E) e '-860 (-(‘:;1,:)1 )0 c‘_l,f_:asir |\xn3
Full 9AM (0 9PM > 100 howrs e . gso’TJU flrnndd 6 8171030
Al Othet £8 23y £F- ¥ 1 RESH na.»' REHLR FAS 8 ¥ AR T
Haf QAM I3 9PM < 100 hours  (0.23 15.20 103 - netrania0d o047 0D
AN Othee 2 ~ 028 6.03 g I'JU 1250 05647 e voM
Haf SAM IS SPM > 100 hours  C2.% 9.50 2k zef] - 130 0 @ 4Y o vl
AR Othet 5t cont 608 =258 -0 2X 54T 9ol
avap TRLAY V2ol -z anaedadd
Cutward WATS Service 202 it zefl - n0 22020 X33
Rec. Rale/Line Full ¢3.28 g credd At 2500 snid e
Rec. Rate/line Haf - : . 25.00
Setup / Message Halt X ELTR 1’:) I
Setup f Medsage Full 533 0. ST5Y - epredd izt 2:on
Usago Ha¥0-5 LESTEN PR RO ce s 2B - epreADT =723':ﬂ,1q
Usage HaN5.1- 15 IRVLEON (3 RN : Al -1 g 88 TN
Usage Half 15.1 - 30 Coes .00 /6111 7/0) 39D 212 6,38
Usage Ha¥f Over 30 . 825 513
Usage Fuk0-5 11.00 232AAHD LIOTOZ23'DA2U £A
Usage Full5.1 - 15 9.75 6.88 )
Usage FUl 15,1 - 30 9.00 w122 Iz ni2a2t1¢6.38) 2nol
Usagé Full Over 30 Sral R © 825 €S -axhaMItTng 33 MUY
€000 000 ES - 2alun HEBA 4@ KUS
Recelved Collect Calls €310.0 £5 - 2a3un M sl g need MUS
Day - Bdrd 4 « First Minute (5830 02200 a2t M st THA £ 0,1556 1S
Day - Barid 4 < Additiona! Minute >0+0.0 0.1300 €S- 23’0l 157 00656 MUS
Evenind ' Band 4 - First Mirte (310.0 0.1540 - 22 un M et 1L RIIIS6 MUS
Evening’~ Band 4 - Addional Mifiy).0 00010 >'vn !.s 20l veQ X D0456 a2
NightA§¢62nd - Band 4 - First Minlde" 150.0880 M i< 20 A ye0 X D 0658 Wine
NighVUWéékand - Band 4 - AdditiSA Minute 170.0520 M4 le 14l g'asvd X' Q10466 42
B0 - ENOD0 X - 2xfun A izmo bt A potnavd X33 badolivwe
Local 3f Péity Calling ~CC  0210.0 CrS Ceatat s Tal 1 X3 badow e
Day - B4 4 - First Minute 03005 1N - 0220 1 lens i EbA 1 X30.168 w2
Day - Bahd 4 - Additional Minute 00310 0130 stun b 1570 a0 X3 0,066 w2
Evering“Band 4 : First Minute 0020 0. A - 0.1584 M iz DbA a0 X39,316 5w
Evenind ¥ Band 4 - Additonal Midié).0 €S 0.001: M Isivnl goiasv3 X30.048 12
NightWéékend - Band 4 - First Mih(Aa? EN - 221 0.0B8 Mo LEA painovd X30.068 w2
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Paga b33
Citizang Utility Companyof California’1i0
Present and Adopled Rates» 4

Rate Element 102239 Presenl s Addptbd BisY
i 51} Rate . Rate »m d*":

Night\{eckend - Band 4 - Addtional Minute 0.052- W e LA -V bn 0,046 v

IVHED (2550 ) PINEAT S EOE PN 3 T3 PRSI ERPE
Coln Calling) 23010 alun et oA - e 3 e o)
Day - Band 4 - First Mintte SN 0.650 ¢'uM 2T - €10:70.65 W3
Day - Bang 4 - Addtional Minute ¢.:ct 0 130 - SEL W R A VR [ RO TE
0.500 etuc M1t - 0F bae 045 w993

Evening ¢t Band 4+ First Minute 2350
Evening + Band 4 - Additional Miniia ¢ 0
Night'Weekend - Band 4 - First Minute

HightW¥sekend - Band 4 - Additonal Minute

os10.0 3090

0091 "1 e~ PEA L O bne' 0,057 3w 3

0.400

0.40

0.052:.4 1243 £tnafl - £02.0.08 1M

at o M leazi thA- L n

289« banda 3‘!'(».'"@”

crua W feud - b brsf) - boado sWAN
2200060 EhA - B el - 1A% 0,65 g
010 1243 - 2 bl - 600 0103
2o 0.50 2 HhA - 2 bnal - bns 048740
°°7l! 125,9-3 bﬂka b 0,05" ':1‘1:!1
cetatHARUESA L 3 bl - B 04000
004 45zt - Y b9 - t 005‘*1 B

Sent Pald Con (£230
Day - Band 3 - First Minute ¢333.0
Day - Bapd 3 - Addtional Minte ¢:31.0
Evening s Band 3 - First Minute 200
Evening ¢ Band 3 - Additional Minite, 1 0 )
NighWW¥eckend - Band 3 - First Mintde g - — — -
NightWeegkend - Band 3 - Addiional Mnute

T30 (235 e.'.‘-r"!! AEITEA - Lot - Daed ol
. Messago Tol Service - F :" “H e 8t2d - baadaaWWpiY

Day - Bandg 3 - First Minute ) =4 0. . A-BbrsT 0140700
Day - Band 3 - Addtional Minute 231 0 . 112024 - £ 0.0700 M4
Day - Band 4 - Firs! Minute T 02200 5 rrA L QbR - L 04140 0
Day «Band 4 - Adcﬁtionaluim{e e 043001121, 1- O 5271 - £ 0.0700 ic 4
! L-«O25®'!’\f\ ’)?t bq t01350n. bl’
oay Band5 - Adcﬁbonaanmte 0.1600 01140
Day - Band 6 - Furst Minute 0.2800 2220.1360 153390
Day - Band 6 - Additional Minute 0.1900 1101140 o0
Day-QapQT—Fus!MiMe 031&1" 3[‘1"')\ .l"f' )+
Day - Band 7 - Addtiona! Minte 0.2200 2 X a3
Day - Band 8 - First Minute 0.3400 LoD ude 0.1470 ¢ U
Day - Band 8 - Additional Minute 0.2500 0.1250 w212
Day - Band 8 - Fust Minute 0.3700 0.1470122:59
Day « Bang ¢ - Additional Minute 0.2800 0.12502 a2
Day - Bang 10 - First Minute 0.4000 0.1470F 20
Day - Band 10 - Additional Minute 0.3100 0.1360
' - 21491272 AIHAD XA0WTAW D0 JUSARTHIGHA IAW 3A2H PA
Evening - Band 3 - First Minute 0.1400 V 0.0912
Evening - Band 3 « Additional Minuté 0.0700 s30:021010.05607 sblanl
Evening; Band 4 - FirstMinute oot 0.1540 0.09122n7208
Evening ; Band 4 - Additional MiruAe) ¢ 0.0310 612 0.0560 +tiz3R
Eveningy Band5- Fist Mite (a0 01750 110 0.1088 37230
Evening - Band 5 - Adddional Minute 0.1120 0.0912
Evening - Band 6 - First Ministe 0.1960 t12qafl eanzn1n’0.1088Y sblznl
Evening s Band 6 « Additional Minute) aa 0.1330  10.0912xH 12t
Evening x Band 7 - First Minvte oo 0t 0.2i70 woH B 1.0.10884 das3

cu

[V ) BEACIEN /RN

EN OGO M

Y7

NODONOTOOD

Y
o
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Citizéns Witity Company'of Calilornia’ 10
Present ahd AdopPted Rates

Rats Element eI 1% Present a3 Addpted’ sy
ctedd 3!51] Rate _ _ _Rate /th;?ﬁf?;

Evening ¢ Band 7 - Additional Minte 2 < 04540 P EEA - B b3 - b 009 i
Evening - Band 8 - First Minute 0.2380 0.1176
Evening « Band 8 - Additional Minute 0.1750 0.160607 /0D
Evening - Band 9 - First Minute  <23.0 0.2590 eroa 1 0178 -9
Evening - Band 9 - Addtional Min0le o 0.1960 o' W Henc TR A 91000 - 10
Evering - Band 10 - First Minule &322 0 02800 <'unMEn3 kb0 e
Evening-, Band 10 - Additionat Min(te) 0.2170 M e LA - 2 & 01088 12V
o oo 0 efoabaui- R bnsd bz -zav'c'd'a;‘}i
N)ghWJeekend « Band 3 - First Minifte® iv 00800 LA - d bzl - v o 0684
Night\Weekend - Band 3 - Additional Minute 0.0400 0.04
NightWeekend - Band 4 - First Minule 0.0880 rb.Ge‘sx"l Ira2
NightWeekend - Band 4 - Additional Minute 0.0520 oRi 1233 - §.0420 - \&0
NighVWeekend - Band 5 « First Minite 0.1000 s titerorthA - 90816 - £0
“NightAYeekend - Band § - AdStional Minute 0.0640 oM -Eb 00684 273
NightWeekend - Band 6 - First MinUTd . 04120 laoitbA - £ 140 D816 a3
Night\Weekend « Band 6§ - AdStional Minute 00760"' f“ﬂ €tz - 10,0684 g
Night\Weekend « Band 7 - First Minirté 3N 01240 " TLA - B b T - 0081870
NightWeckerd - Band 7 - Addtional Minute 0.0880
NightWeekend - Band 8 - First Minute 0.1350
NightWeskend - Band 8 - Addtonal Mitvte ’ 0.1000 LIRS -0.0756 \:0
NightA¥é¢kend - Band 9 - First Minils .0 0.1480 €' ¥5irnirttA - 6,0888 - 20
NightWeekend - Band 9 - Addtiodal Mitute 0.1120 et M- 00760 - xeD
NightWeskend - Band 10 - First Mirdite) 0.1600 oot mn i A g bagdt - e
NightWeéekehd - Band 10 - Addténal Minute 0.1240 et 6,0816 - v¢Q
orte 2310 tPA-2bref) -0
Operator Services Sy 4 ::f -3t - s
Commércial Creddt Card sl 4] 035 M inoidA 37086 - el
Interexchangd Carrier Calling Card 31& 0 0.35 LMl Vip g8t - yed
Utiity's Ca'ing Card 0580 035 oM isarithA -1 38t - xeQ
Utitity’s Oné Number Card A5 0.35 eunN il - 8 9 38t - vl
Station 13319 333, 0.95 ohir ’% teccnbbA - 80 81 - \&f
Person3stt.0 SAE 295 Sea M izt - € g8l - e
Coin Statioh 0 020 smrM 'f A -epog! - el
Coln Pérson 0 s 2.95 =:? -0F 2 ggt-\£0
3210 . ‘:"-L’.:'“F A Ot BasB - ys0
INSIDE WIRE AND INTRABUILDING NETWORK CABLE SYSTEMS
SIE0 0 £381.0 el i - Etael - pinaY3
inside Wicé mln!enance G100 e lsno tbA - Ebaef - prnsv3d
Business £9.9 01210 100  surMiad - b barfogingy3
Residenca ¢ Notth Q100 1.00 -0 W otBRA - b bar{lggeninsvd
Resldencs | South ¢2%t0 0.50 oluiiM iz -8 bniflggnnadd
S160.0 | o5t o © e Izt bbA - 2 bosB - painevd
Inside Wir€ Malntenance Repelr (5210 . alu 1203 - 3 bosld - prinyed
fstHout Normal - QL0 56,00 .i len 1boA D b 86,00 053
Each AGHE6Aal 1/4 Hour oviso ‘ 1400 sloaMiad-Vbrgfippminevi
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* Q .‘.’L:-",“lll!ﬁ\“l—' -"1

Citizens Ulitity.Company’of Californta’iid
Present ahd Adopled Ratesnd

J3fa 20D STH-£R A

Tarift Rats Element IESEEIN Present 12 Adopled! haaT
Schedule S| als} Rate Rate stubsd»2
151 HoX Ovedime NN ¢ 84.00 o b 8400020
Each Additional 1/4 Hour Overtimés 1 21.00 2:21.00 081
15l Hol¥ Sondays and Holidays (0 ¢é2 112.00 Pan A L11200>l’A‘.‘.'
Each Addtional 1/4 How Sundays and Hoﬁdays 28.00 ) 228,00 (AT
a2 .03 . 2100 o 22
Inlra Bulldifg Network Cable (2.0 _ £33 02200 frebastA .
Consuftation Mon. - Fri. Man Hous 85 40.00 133132 200 40,00 oA
Consuttation Other Hours Mon. « Fit and Salturdays 60.00 £33 60,6000 votcA
Consultabion for Sundays and Holidays 80.00 213 80.00 ¢bo?d
Chargé for Design Matedals/Drawiigs 50.00 n=135150.00) €150
Instafatod and Rearrangaments Mo « Fi. 8-5 56.00 S 18800, 1404
Installatiod & Rear. Other Hours MonC - Firi and Sat. 84.00 0O3R - e § & 84002 120
Instakation and Bearrangements Sun. & Hol. 112.00 02 - enid (112, 002 1:
Uty Piovided Matedals 62 0} ics* Q003 - i) o ICB2 20
Repair and Maintenants Mon, « Fil. 8-5 56.00 eri} o0ty 5600_‘,133
Repair and Maint. Other Hours Mon. < Fil. and Sal. 84.00 b0y 84.00 003
Repairénd Maint. Sun. &HAl. 20 112.00 111200‘~ !‘4
UtilRy Provided Materials (LY E ITEN w2
‘ Chargé lot Copies of INC charls o £5 -~
Addt LLDP Location Chars ot
(R o3t
ICB - Individual case basls SV
- LGN | (CV R
AS  OPTIONAL FEATURES .01
- PO TV (R O¢
CallCenlral
Basic Home Maifbox 495 pnl 49501400
Basic Business Mailbox 6.95 6.95
Enhanced Home Maifbox 5.95 $.95:i:09
Famiy Mamox ave” 7.95 24218V (D) LT.95,1 72D
Annoufitéd Only - Business iNE 295 triiL 2851120
Voice Madl Mis¢ Charge g3 5.00 i) ¢7.00Y sf..-;J
Voice Ma Non-recurring charge 3.3 . 500 oo 7.00 (s
Pager Notification obb 000 2r208-{02)pn2000:032
Premium Home Maibox FANS ] 0.00 ft8_95‘~:)°
Enhantéd Business Maitbox 3.0 895 ¢ - 1895w:WE
Premiim Business Maifbox ars 10.95 8-1085:WeE
Call Ré(fing Feature Maibox 43§ - 295 “2.95¢3WE
0aAx *x®N ebad 05 - 028 brg 3D
CentrexXd.é s X o800 8- 0210830
Call Waki)y 0.0} 1.00 £ 75D w100 A VD
Electr6R}E Busingss Set 03y 150 V8005730
Basic C3ex Service oo or 265 sb0d 05 - (26515 WO
Stabo O Park et.8 080 - . eb0eDB-DZbns WO
“Hont G 0281 500 €t9008-02ba3 1) yeWE
. . . e3.Ut 23.01 e 8-02 0530 W E
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&
Citlzens Utility Company’of Californla o .
Preseit Ahd Adopted Rates 4 :
Teritf Rale Elsinent fnr2end Present s Adopled thist
Scheduls - 'l a"ﬂ Rals Rats et ';q
Cenlrex Sefvice Line 0 ES 1225 : ARTHES KN L REDEY]
Paging Aocess [CUEIN 125 - o Ot B e ani 1,28 s
WATSSefW:eAnangement OGRS 3500 oyrbeHU s ey \‘3500‘1::1
Thirty Pl Conlerencing TN e b 2500 hoo2 st R e 25,00 2;
Six Port Conlerencing . 20.00 5.00
Atendant Consols Seivice . 5560  s!d:0ohiownial L 67,620 el
Automatic Route Selection e 3000 scH e\ i1 - 4N £ 6.00, 2000
Automatio Line Per Line Lo FtrzE Lo 128 - M s M40 £ 3,02 2000
co&cﬂnms . )3 <1.25-l"b‘ J?(th- 31--!!%1.25 2,y
Data Cal Piotection G003 100 . 2le e rgz 50 100,040
N‘mm%f GO a2 &5 .0 2.@ e %-2’“5“3;” s 2%'5,’(.1,
Dist. Séfisive Ling - 2000 Qb3 251600 e Ur-.‘( 2350 821 A 810 e teocd
Dist. Séfiskive Line - 4000 oSt toH 2 828 elncrragnaveafibn.10.45 "s1end
Dist. Séfisitive Ling - 6000 @M 10.50 e et bsi12.60 iU
Centrek Cedtral Oifice Line ey {9651 M annsnsins M 98533
Execulivd Busy Override G218 28 bra RI200M oucH 2D 1M 2,000 A
Muskc 6 Hold GRS 085 LM A 2 40eM 055754071 .
Simptifiéd Diahing a2 > 3.00 FenreMa 300 ¢y N
Station Méssage Delal Recording? ! 4300 iz Mt 43000240
Speed CaMing 30 83 1.50 ehedd nar ot 180 A .
Speed Galling 50 1.50 1.50
Uniform Call Distribution « pét group 7.00 rzd el 700 - BT
Uniform Cal Distribution - per phong 1.00 1.00
Program Charge 10.00 2HHUTAZ10.00 OITS0.  2A
CO Conversion 1o Centréx Charge 10.00 20.00
InfnsdisD
Custom Calling N ' ed M eaH ez s

&2 i 3 woed M gz

Buslness - : eee IR IERELA LA Hbun,q?

Call Forward (CF) Varable e 375 vt 3752w aT
Call Forward Foied éag 3.75 272 30 - RO 1378 m0nA
Call Waiting {(CW) ma 625 eotedd 2z W625 sV
3 Way Calling a2 » 625 e prtnurn 1i16.25 syoV
Speed Cafing (SC} - -8 Code o0 440 rois 440005
8§C - 30 Code &0 625 V-:i' Mot 625 ra\q
3Way & SG - 30 28 1000 xo 2 §0.00 12423

- 3Way&SC-8 2e.ot 8.15 XOG: -s'.! zz5n s 848 sy
3Vay & CF a9 ~ 750 sod e ewiat 780310

, CFend SC - 30 Code 7.50 . 7.50
CF and §C - 8 Code 565 5.65 511057
CW & 3 Way Caliing 0.t 10.00 30.00y 120
CF and CW/ o3t 7.50 152 2207 200T,50 15443
CW and §C - 30 Code 238 10.00 632 2510900 020
CW and SC - 8 Code 02.0 : 8.15 a2 18dP0rsi2

3Way,CFandSC-30Code (g2 12.50 1289, toun
iy ®

3Way, CFand SC- 8(:069 10.65
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Citizens Ulliity C¢mpany d1 Californta itid
Present and A._c!bpted Rales n\1

219 200-S0-E0A

Teart - Rale Element s endd Present 17: Adopted 1 HiisT
Schedule <t {1 3teil Rate Rate LT 5% fac]

3 Way, CW and SC - 30 Code 15.00 15.00

3 Way, CW and SC - 8 Code 13.15 13.15

3 Way, CF and C¥/ 12.50 znulesy L= 142,50 >3 LA

CF, CW and SC - 30 Code e 12.50 2o e12.80.98:0

CF,CW and SG - 8 Code 2L 1065 110.65:11<D

CF,CW,3Way& SC-30Codo 2 17.50 > AR ITEDAT LD

CF,CW,3Wayand SC-8Code (52 1565_f, 22 i pstan A IDESAT e D

Distinctlve Ringing, Programming Fee . 5.00 2 209 - 2O inond

Distinctive Ringing (b 525 w2371 528 ey ;

.23t PR L PN s JEERSY.

Residential. 25 B -0 :x/;:q

Call Fotward (CF) Variable 02k 250 zearian® - pyran R.6Q 19752

Cal Fofwatd Fixed 03 . EEY: P EERAY 2.50 m::;a

— Call Waiting (CW) a ‘ 5 40

3WayCaling . 028

Speed Ca%ing (SC) - 8 Codo a

S$C- 30 Code (D% -

3Way& SC-30

3Way&SG-8 231 izut 500 103210 s101- 5 gn':‘;SOO*'nu
. 3Way & CF (2 %) 5.00 : 5001512

CF and SGy 30 Code {2V &) 565 565 -:1¢

CF and SC 8 Code {232} 3.75 <N RIERY-

cwWa 3Way Calling {0 3) 6.25

CF and CW 5.00 .

CW and SC - 30 Code 2nsatt220890 ronaid srutr 31 £ 6.90. dnny

CW and SO - 8 Code _ (G5.1) 500 0

3Way, CFand SC-30Code (231} B75

3Way CF and SC- 8 Codo {225) 6.9

3Way, CWand SC-30Code (- ¢ 10.00

3Way.CWandSO -8 Code 8.15 8.15

3Way,CFandCW . 875 oyt s .z -faulf 8B ri30A

CF, CW and SC - 30 Code o2 875" .75

CF, CW and SG - 8 Code o2 6.90 —

CF, CY,3Way & SC - 30 Code oa 11.90 s. "

CF, GW, 3 Way and SC - 8 Code (1 ¢t 1000 53 prer s 1000 41 2o

Distincijyp Ringing, Programiming tee, 5.00 %59 - ,6% AT

Distinctive Ringing 525

Intercom Programming Fee

ln‘el'OOﬂ],a' o002t
et

Toll Resiﬂc n : .;3_ P

Cusl Piogrammable, Bus & Res o9 a¢

Centrex

Co Programmed, Business

Co Progf;n'gned Resldence 253

Busmeaj(ogrammlng Fed CE5Y

Rasidental, Programming Fee

2ol - @’1 Fontf f'QOc ;-

f"-gtﬁi:ﬂ){a Eed E—}?E’ﬂ;‘!o .-QQ LR AN

=3 kD

tmiinctize} - g’ Fed svorna

LR EICT I c-:é‘neL2.§° SERFAN]

2.00
L gc'od - g320ne2 9510 s 3Q°J leigiQ .
1o£ 10. oe-hﬂ
) - eeid {2 & i)
10.00- eEY 6.% e
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P‘gﬁ 10\—‘551

Citizens Utility Company of Californlaitid
Present rid Adoptéd Rites 01

Rats Element
a'=H

Present
Rate

132 Adopted?
* Rate

Ja132aSE2 A

HisY
siuhefid

SOE
MY
Advanced Calling Features
Calt Refuiri & Business
Cal Refuir § Residential 230
Call Tradd per Activalion - Business* 11
Call Trazd per Aclivation Reskjenﬁél‘ !
Priorily Ring - Business 22
Priority Rinj) - Residential &
Repeal Diaking - Business
Repeal Dialing - Residential
Seleci Cak Accept « Business 28
Select Call Accepl - Residenial 02§
Seloct Call Forward - Business 2% .€
Seloct CAl Forward - Residential 21.€
Select Call Rejoction - Business 72
Select Calt Rejoction - Residential o &
o3 o233
Advanced Celling Feature Discount » Business
2 Fealutd ~
3 Featute =
4 Featufd £
6 Fealutd ©
Gré
Advancéd Calling Feature Disoéu
2 Featuré' <
3 _Feature
4 Featurs 2
5 Featuré' O1
213
Access LInd Hunt - Bus, & Res.
Circutar Huhling
Duedocy'Number Hunting
Md\rine
Line Hunt S Programming Fee

Trunk Hudt - PBX

ése
Inronnalfén Services Call B;
Cat
Remove Call Blocking - Business
Removs Call Blocking « Resldenbal
Translef of‘ Senvice - Business 0 2
Digital CEAGl Otfice Services - Dalbpath ’
Pet ina®%- s aor

O
Norrrecg Charg-e hopel

S22 bog WDyl
ST A SRRV *L'.'JE
W3 bae 30y
500 st J(S 32180070 . ?D
350 12D 8-02135000 .30
400 5D CE-T2 B\ a2VE 001D D
400 <o 8-02bas Y 400/0 3D
4.28 ¢oirnms o pnnnfg.08 ns
4.00 o Tgsﬂ?. 14,00 x'12:0
. 4.25. )
aso 3.8 cblesfl
450 el 1"!(%0)(450)‘1(03
350 b33 13505170
500 040)-5.00% 785D
3.50 . F380ysVYE
. ebaD 8- (J2)er 500t‘:;9,
4.00 < 4.005 -
£.022 \t,\” [
8.033 :aWe
(Z60) Vi €
10D 0f (8.76) s 10
©x30 8 (§.85) 75 10
ez (6.50) A YO
WO bkns 3D
et G2 - DS s WO
=2 8 -ﬁ}s) 5 ‘.‘,J
22 b (1@5).,0\18
J2 t*‘zéb (&YW &
',) b (350)::!’8
22t WO EY sYWE
Y ,\h'"
5.00 ¢ 02 - DSty dhYo A
£.00 0D 8- 22 Y70 7O
£.00 ShoDGL-02 3ysVipdYd 10
1000 cb0 8- 02 bos {a\”j‘ob‘{’) Bl
00 P T pnden f"oo.,n R
g erifl gvitene 2.0
i'ﬂp‘\)lq [‘\ .1"1

15-@ xS YAl

¢

(2.50)
(3.75)
(5.25)
(6.50)

(1.25)
(1.85)
(2.50)
(3.20)

20005 -
R B A
-cbad 0%
DEsTatl 2 0

373 g'r

15.00
15.00
500

3500 €13 eud eldimeyg py I 100

x50

2z9n::8 beawrspnd o0
90besl \bargg _’9‘6’.‘:\“ ]
857 gniramnaeyd 49 9niau8
o537 primasign] Jstazbizaf

26.90
76.30

1%&539 ot
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Citizens Uiitity Company o Calllornia 110
Preseht dhd Adopled Rates 9

fra2m®
E1EAY)

Present

LR L A

7Y Adoptid!
Rale

16142 200-SP-E6 A

Finaf
EALTH R AT
o P 1

Digital Céntral Office Services - Dlslan

Pet Ling™- Business
Per Ling « Residential

Roa-recuning Charge - Residential
Non-retirring Charge - Business (021

Qa2
A6 DIRECTORY SERVICES
(XN ST
Directosy Listing

tag

Cr2t
¢aa
S ARUN

(1R JE3N

Addtiodal Listng - Business 253

Additional Listing - Residential

[ ARY

Reference Listing « Business
Referente Listing - Residential

Hotel Guedt Listing - Business
Hotel Guest Listing - Residential
Line of laformation « Business
Line of lnféimation - Residential

<ok
2SA0t
L E AN |
2V EST

€3eAd anteT

Al an rvetact .

o ‘843;;01»03
163b‘ 19352

TR PR 'qa-f TO Y‘zi.’i 76.30:11 ._.:q

0Ot oD ) g

Ay e O Leant g

<r-aa
znguepd roanndD QI
1.00T CiQ

2

I

P MM

oeAd poltstsizal g 00T GG

Noa-publishéd Listing - Business (0 C49 S :

Non-pubRshad Listing - Residential 2.61t

Cong

Non-Ested Listing - Business

Non-Ested Listing - Residential

GO
Jolnt User Seivice
Busine$$ Lind <
Coln B6X 61t

C'J 'Q!

ETRL VRN

G0N

Privale Branch Exchange Service (0022 €

(G

A

Interexchbiigd Recelving Secrvica (30> 1

Qe

Directory Ass!stance Service

S0
232
FAR

_") =AY el Al

i
UL ek el iy inl sl i iy

288888881

<
ol
p
-~
=
&

L T I
oo
ey

TOTIL N N AT AT
4

GS-T e}
REEERE % 7 2 BERES
3761120

spedd e e s0.4.98 Tl
Lot ntel2
C@2BnTi2
oot d OS AenT
) R IRe e |

NN PR
B0 ".lOl [

210487 M3A

095 &z 1300 onzaA b‘ggmaswa
sezy¢ £ xminad - A yonsgd orniwed
153¢ @ x50 - Ry oA Ranma )
1554 ¥ r32D - Az 2A I vatgeed)

Directofy Senvices - Each Call 0.35
{Residential Customers have a 5 cal allowance)
Directory Service Operator Assisted Caflls

¢y et ef.dt

MISCELLANEOUS CHARGES D ar

aybt A3

Mileage Charges
ist1/4
Add. 1/4
1st 14, N-C

OV.ES

Employés Sérvice

ED Flat Raté - 50%

ED FlatRalé - 100%

ED Flat Rale - 50%

ED FlatRalas 100%

ED MessUiéd Rale - 50%

1.75 - 230iVN_gAID3e EBA
1.75 4.00
13 e:3 592 gnihogsH von ng\";‘bbsu.!nu
“nl’?-?.“‘A HH

orifesaxA bowzeald
7.02 a4 6{8_93’1‘3!-3?(’11
1845530 ynsguensinl ¢4 ghesaial
637 - 863 nishit
13.6021550 nove £7st2nl ol 1645002
3.50 8107 4:6h 20t 02

[SLRAN
orss
AR
foSt .
e
00.GsS
D.2as
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Citizeng Utitity Company of Californla1id
Present and Adopted Rates 4

Torltt Rate Element [REFESS | Present 122 Addpted Hiel
Schedule sle}] EYEN:) Rate Rate e‘.ut:-:f:t.:eg‘
ED Measwed Rate - 100% 7001 2320132 22010 129,60 lariphd
ED 4 Party + 50% GoES 5.67 o 480009

[ G Eb LRSS AR I | 13*]

Speclal Assemblies of Equipment & 5%
Paging Directory Group Insta¥ation Charge
Paging Dir. Group 100

Direct Inward Dial (DID) - 50

DID - 100

DID Common Equipment

DID Trynk: .t

0D Trunk = Instakaton Charge 30

.1 .}

Fire Report 090

Siren (01 Gt

Singls T+10 3.0

Single T-10 Instatabon Charge o0t

Single T-20 30

Sing'e T-20 « Inslalaion Charge (50

Single T-30 o0

Singls T-30 Installation Charge &0

Oual T-10 ¢ Ca0

Dual T-10 Insta¥ation Charge

Dual T-20

Dual T-20 Instalation Charge  zv 6

Dual -3¢ ev e

Dual T-3Q InstafNation Charge TS

Station Mod

Station Mod2 &g

1 Trunk 20 Stations

Conlerence

REM (:Q(_ie}eﬂce ch i

Governmen} Agency Contracls  z0 0
Government Agency K - Cenlrex 3 year
Goverment Agency K- Cenlrex 5 year -
Government Agency K - Centrex 7 year

A8  SPECIAL SERVICES auvt
a2} AN
Unlverssl Emergency Reporting Senvice E911

Flat Access Line
Measured Access Ling
Interexchange Mileage Ay
Interexchiange Intercompany Mieage b1
interupler g €3
50 Line Goosole lnstallation Chargey £

50 Line Console oe

RG] 3"!)[\ JAlnos ) Bh
13{75%'1I".1‘!

. 55.00
0.00 30V 110.00 210 A
209.50 209.60
26400 pr264.00 515370
6.25 2zug - ol 14 8,00.10A
77.00 sbzafl - ent: 77,000 0 A

3u3 - vt aonnstafl
10 - ol e iz
R P -405”,;.,\”

> )f‘e 150,00 i isizt
20000057503
170.009 3D
a2 so0ny 2,600.00205. 09
450 4.50
$40.00:-1 /122 prlvies:fl 140.00.2913%a)
140.00 14000
525 exiviz2 63 \f.rf>52§ SRBANC
4.45 #2043 - P
{‘";In.‘,:‘\!:‘ 328 B g.rdeiimants :
Dbtz iz A ’.»1‘.‘&.0 axag 3‘( \lf‘rj (]

15.75 15.75
1500 23o5nAHD U0 16001302 (A
14.75 14.75
g:psifd sgas’iM
AV PY!
ST S
O-4 12t
24.90 38.70
22.10 v 20.25 ¢olgmd
12.00 ':o -12.00£i3 a3
12.00 S0t - 12,0021 03
_3.00 02 - ¢3.00:1 03
220.00 00t 2200053 03
285.00 2502 - 221128500204 03

i
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»
: . Citizens Utility Gompang of Calitornla'id
Presént dnd Adopled Rates 9
Taritf Rale Efement fnrEnS Preseat i3 Adopled Hha’f
Schedule 1efl «!enl fate Rate glbodx2
Auto L&catidn ID - Installation  &3.TH! 1,334.00 =1 1,33400 £ YT
Auto Ldcation ID JA 155.25 G0 16525 £ YT
Auto Nudber ID - Instal P55 1,210.00 i1 1,21000 YT
Auto Nuimnber ID Gy EL £0.50 A3 s 80.50 2 YT
Pacifid Bell Facifty Charge « Instal £51 975.00 ¢3]1:92800 5 YT
Pacific Bed Faciity Charge LAY 80.00 F3t380.00 8 v r
PSAP TéMn. Equip InstaNlation Charga 1,700.00 27V 1,700.00 v
PSAP Téfmn. Equip 258t 180.00 ¥ r7.2180.00 avid
Rado Actess Unt 275 275
Palch Aocess Unit .80 3.80 3jun
, Tio Lind Circuit .3 -1.90 25740 ¥4 90.) bsd
- PSAP Reserve Power Installation Charge 60000 . 600.00
PSAP Rese¢rve Power 170.60 ;,e;jIOQQDgA 1t
Ringback Switchhook 3450
400 Line Circuit 1.15 el,jsl. +h3
LOE k> Gt - ot eaif etsvind
High Vollage Protection 239 P-e s asntt
TY 101 B2/st Une Insta¥ation Chatge 73.65 3o 1110280 5.5,
TY 1/Ci B2/2nd-8th InstaNation Charge 21.70 £ac
. ‘ TY 1/Cl B4/1st Line Inslalation Chatge 147.25 Yoe
TY 1)C1 BA2nd-8th [nstalation Chalge 21.70 a.:
- TY 2/XC1 B2/1st Line Installation Charge 14460 oo, 007 - ¢
TY 2/C1 82/2nd-8th Instafiation Charge 21.70 .. ,
TY 3/Cl A2/1s1 Line instalation Charge 144.60
TY /Cl A220d-8th Instaltation Charge 21.70
TY 3/Ci Ad/1st Line Installation Charge 286.50
TY 3/Ci A42nd-8th Instalation Chasge . 2170
TY 3/Cl B2/1sl Line Installation Charge 73.65
TY 3/Cl B2/2nd-8th InslaNtation Charge 21.70
TY 3Gt B4/1st Line Instaliation Charge 147.25
TY 3Cl B42nd-8th InstaRation Charge 21.70
TY 4C1 A2/t Line Instaflation Charge 14460
TY 4/CY A272nd-6th Instalation Charge. a o 21.70
TY 4C1 A4/1st Line Installation Gharge o ¢ 286.50 420,10, .
TY 4C1 A42nd-8th Installation Charge 21.70 2500 1cn

HYP Power Supply Instaltation Charge

TY 1/CI B2/1st Line 0353000
TY 1/ B220d-8th 36
TY YCiB4/1st Line 2.0
TY 1/C1 842nd-6th STENQ
TY 2/Cl B2/tst Line

TY 2/Cl B22nd-8th

TV 3Gl A2/ist Line 023
TY 3Gl A2/2nd-8th 223
TY 3CLA/1st Ling <28
TYG{CI A&2nd-8th s
TY 3{?!@2]15( Line 00
TY 3'Cl 82/2nd-8th

21.70 2 )
) Al
104.45 V251 - Boglf) %mj
55 sereninnsT Boa 3185004
88.75  yor:nsTwtan: q.9 )

t"'"'()-" O

27.40 : : PV, O
124.76 1158y
40.90 egif’s\s@h'q?
84.85 v 8980 tag
1370 “ere

ADH -y is epses %q

(S) )%e foV < yiined egs
sVGO'(' frs3 epeah 31
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Citizens Utllity Gompany Qf Californlaid
Present and Adopted Rates q

Tarift Ralg Eliément fire Present ta:y Adopled ttasT
Schedule ef=td ‘el Rate Rate stub s «g a3

TY3.’C| B84/1sl Line (et 11175 (RIS RISY I S 11 .112635 cheA
TY 3CI B&2nd-$th 30 47.10 Ciio 6372 oA
TY 41 A2/1s1 Ling o OIQI 84.85 Petzat s Qe 9187 oA
TY &Cl A2/20d-8th 02c3 13.70 (1121766 l-.,._,A
TY 4C1 Adist Line o XA 123.85::01 - 622230 on 13789 »
TY 4C1 AL20d-6th 003 47140  cesd G 016372 -A,,q
HVP 1715000 Volis GACON 2?90) ctelanl gloed (28 60 ARY
HVP Péwér Supply ¢l oar 17.25 Cupd a3L35.8249
25 - 2% Fall z2503A o hafl
RULE ‘2 £ ¢3¢e o talJ gzam4A I’Lf:’({
Bad Chdék Charge 21 500 © 1000 ot
03609 O} 5D eoeAd A EYatnl 15 40 e 238 GAZ]
114 ACCESS TARIFF G201t 17899 svisz2F AAZ
313 02ts A ontraia 2 dredoe A
Private Line RN ey ent] (0n
Pivale Line Mile - 172 : 3.00
Prvale Line Mile « 1 roHer0v 520,68 FpiH -
Privafe Ling Mile - 2 ZAES alen 11215186 YT )
Piiva's Line M3e < 3 47,18 : d el b 108 YT
Privald Lidé Mie - 4 ALY <260 vt @2 b1zt 2600 vy .
Prvafe Lide Mile - 5 0718 e BE5Y e A3 EaS .28 YT
- Local Privale Line « Termination (3 »H1 £.3.00 v ~1312088.003 Y1
Privalé Lide - st Termination Ov.18% < 0.00) 2 L2 50 9003 YT
195 RN 3.0 o P! forni V2 RRA DL YT
Access Ordering AN £32Ad A 1A EASRAIYE YT
Desigh Change 02239 12300 112123005 Y1
Servich Dale Change oy '23.00" ¢ P LSt 23.005 YT
EEO]) FEEAN 2tdda o J ISR IPE YT
Switchid Access G il S 3 bASSAITE YT

12nid121660.60° YT
3 £ns157.885 YT
1~f«:1amsoewr

Switched Installation - FGA € ST
Swichéd Instatation - FGB U118
Swichdd Instalation - FGC ~ UXHHT

Carsél Common Line oIS Flenl A3 LATRAID S YT
Local § "téung 0658 te Jo.0172300 Yr
Cal§é ) 5118 1193 °0.0207701 YT
oA 0518 e END f! a2y o9 9vH
Locaf ‘fr&héporl + Facility ertor 0.000640 & *J IINSHINT YT
Local ft&nspod Termination 22 &3 0.009500 310.0163316 YT

Swilchad Operatot Transter  &%-63 0.30 cf»u 12NIEGR0 YT '
800 Qikés - o8 0.0312 3D OB YT
(34 AW AN enm) RISBIDS YT
Speclal, Aécm S cecr E3EASSA IR YT
Bidgidg' 3re 450 snid f2 I 364 YT
oiel ‘ 6.54 - A3 bASERY YT
lleage Faciity - HICAP" ¢3! 36.72 erédla f\-"ésiﬁoﬁ YT

Beage Facility - Voie ér%de @) : 2.41 3 bnSihigBY%

acility CON 0.95 ori ) 31\9@54 Yl’ '
{hfreage F 28K A3 BASEA 1TE YT .
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Citizéns Utllity Cempany 91 Callfotnla i1i0
Present and Addptéd Rates » 9

Taitf Rate Element fasz ) Present 10 AdOpled Hia¥
Schedule el eleil Rate Rate _ olubadnd
Channel Mileage Facility CON 4.8K 7 ¢2 1.27 9.24°0
Channel Mizeags Facility CON 9.6-19.2K 1.72 o.24 11:t ”
Channet Mileage Facility CDN 56KBPS) 6.82 Q.24 M HA
Channel Miteage Termination - HICAP.& 117.73 125.007"y !
Channe] MBeage Temination - Yoké Grade (2) 16.34 s 209 € 26,008 AZA
Channel Meags Termination CON 2.4K 3231 11274731007
Channel Mifeage Termination CON 4.8K 50.70 {1.27F 19207
Channet Mieage Termination CDN 9.6-19.2K 70.78 9 11.27 4 Found
Channe} Mileage Termination CDN 56XBPS 339.88 vnuatadit - 1n Ay 4127020
Channel Temination CON 24K 00£3 8465  panwinneit- 50,0000 HA
Channed Termination CON 4.6-19.2K 1 ¢ 98.35 prinere (< 50,0030 st
Channe] Temmination CDN 56KBPS 0 G2 111.68 i1 7 6900 TeboM
Channel Termination « HICAP (2.8t 162.59 £amussl <11476.00 oM HA
Channel Temmination 2 Wire Voice Grade 2452 D31 001 33,40 2130
Channe] Termination 4 Wire Voice Grads ¢ 18336 31704 - 1o 20T AT 42 404 ‘IA" q
Cust. Speo, Rec. Level oo 451 12yr g gerntng
Improved Retum Loss ATt 12.93 naold - §2.937 17401
15! Instaliation Non-recuning Charge DDS 630.00 st i - 630,007 XanT
AddiL. Instalation Non-recurring Charge DDS 630.00 630.00
’ Instafation Non-recurring Chargs - HICAP  2:0v.22 2uc2nsY 662.00 :“11:‘,‘! “s’ﬁ“'63350‘0 EbA
st instalation Non-recurring Charga Yolce Grade 42249 4D e ;
AddiL. InstaNation Non-recurring Charge Voice Grade 332.60 C:
Muttiplex DS1 to Voice 2303 360.50 1’449 64 sopnd
SpecSmalCapauty 048 2193045 '3
HICAP DS} « Channel Miteage - Termmamg 162.59
HICAP DS{ 5 Channel Mileage - Faclity; 21.00
HICAP- DS - Tet/Month 2228 175.00
Local Pijvate Line Channel Termination ; 10.00 F2a% e ydbas '8
Local Distance Channel Type A (3.3¢ 169.52 176.00d tes
Local Dislance Channel TypeC 25 ¢i- 344.00 nir 440,64 4 -t'a-:!a
Auto Loop Transfer ce et 175.00 =228 103.00 s kaT
.88 BRSNS TO - st Lratial

Biiling and Qplleclion 2028 (RN s‘ A bns i2aT
Prowsshg_ N ToNE=Y § 0.01 YL I \,-. 122 0,01 napnd
Rendering 25 IS 0.19 YO - 237a2 019 g
CMDS Lo 2 <R as oY - 23 a2 guimirssnat
Data Transmission . .
InQuiry :ovisd AU 0.02 spisdne2 0.02nlslnvol €A
Rating (5113 emoxd 001 gvods odi 138 24100 0.01 207qx3)
Record Keeping 0.03 0.03
Recording 0.01 0.01
Message Delalt . 50.00
911 Contrect (3 Xi01399A 30 Gi3)
MSAG Monthiy . 1,600.00 - A 900 00 .
Common Equipment 72369 72369
ALl Database 284,41

284.11
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"
Citizens Utllity Company of Californlaltid
Present and Adoptéd Rates »1
Taritt Rale Element 1732519 Present 1ot Adoptéd | Hihat
Schedule 2121} . 22e11 Rate Rate _slubsde2
Line Card o St 525835 PO Y 1sT oo 6288 w20
Modems s ¢ S5t 16.04 3.2 HOD ! 25 cps 16,08 Ao 10
ALl Monjitors <33 6145422 KO v1 7157 cgs 61RB wnst
Multiplexers 3t AR 30.73H - 2 peraaaT 43008 nas *0
PSAP Answeting Position t£ar (3) « 250.88 2V - coren sl of 250,88 nasdd
Prnters;< 1t tE S 174700 coren'md T 62z (¥ 4F-00AD
Power Supply GV ¢2 782200 no v nlawnsT cpe 78,22 nnerD
Trunk Inferface EI.0N #3.285.93 100 naitanineaT ooe 85,63 nnsdd
Common Equipment - Non-recuning €25 2,181.00 130 noterinnsT 2,181,000 anzdd
ALl Database « Nod-recurring 2313 873.00 NESHAI n¥ien@73.00 840
Line Card - Non-recurring 2652 7406185 HOD potens 71 hn0sdd
Modems £ Non-recurring ea.th £0.00 90%33 QD raite 140,00 H0£AD
ALl Monitors = Non-recurring £2¢31 7630  ADH - arlen. 7630 naedD
Multivlexers 2 Non-recuring S218 141.00 2200V 01 S neian 1400 anedD
PSAP Answenng Position - Non-recurring 3.927.00 =¥ el 3- n04-3927.000ne40
Printers p Non-récuming tas 40.00 fxvod 2230002 1200
Power Supply « Norrrecurring €241 437.00 204 0 43700 vory T
Trunk Interface - Noarrecuring  03.GE3 210.00 1740 g ;‘.-nk.t.toc.ov DYRFY
(S AR ] [CURSR) SCleguenadpmirur: b/
Additional Engineering, Labor and Miscellanedus Servles 9ADH - spadD ponetlas : 21z .
Prmary Interexchange Carrer Chargess® £uavd ol soom)pn' 310 Jr 500! SR EY .
Enginge(ing  Basic % AN YA ) 23T 36 4050 poive T 1 '8l 4g T I LTA
, Engineering 3 OT DAE R 50.85 #2aV ol 4839 .t
Engineering ¢ Premium A . Uosa 058> 2032
Instal - Basis ¢ 2 ¢31 coemrieal - epe v W 1anesrd 28 BT QADH
Install- OF &5 NN 93 - 602 rA238 55 A0
Instak - Premium oo ast : 19T AY0DSATH -
Stand-by - Basic e cnloRgf Szl
Stand-by ¢ OT¢ 2 €3t 27.60 Aew¥ T iama ﬁ:) cag g7 tasnl -
Stand-by ¢ Premium 0P 3505 Do farneld c47.020 'wnJ
Test and Main- Basic O3 ast 19.20 z-:‘e-zjsj aleh
Test and Main » OT 27.60
Tes! and Main - Premium ) 3545 neiyest 4?62 3 prinifl
Programming Services - Basic toG §9.20 235122211
Progranuming Senvices - OT er.o 27.60 35.272bn>A
Programming Services - Premium - - 35.95 47.021c0%D
- - - G z2imans y 820
A9  Fountaln Fire Surcharge <90 . NA 1.839% i pal
{expires 24 months after the above falds become effective) grled
0o £0.0 grgzad el
: 109 10.0 . grboefl
. Q0 - rizQspe22oM
- {END OF APPENDIX E) faavand e
(SIS RN | S 00002k . NEN DAZM
€3.65% eI ESY fazngupd neownod
PSS 1e.bss

2648160 LIA . ‘
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it et [o GLOSSARY v o2 Dolnunoinl
EntA Singana ]t bis azosoA Jrood
A. Application safaigod cpasdoxa faoof
AEUS All End User Surchare!n2swoirt antrr-piof
ALJ Administrative Law Judge <=1 lo notinis
AT&T AT&T Communications oftcCalifdiniazeine:v
CAPM " capital asset pricing model:oidaliupat won
CC/BC current costitoibdokicostast palisnipiso
CEMA Catastrophic Event Memorandum!Agdcoantos1
CEO Chief Executive Officerni.l 2no00A oildud
CFO zaotChiefaFinancial Oofflcerd Jnaiosilor ifeoy
CHCF California High Cost Fundizivob bencqoiq
Citizens Citizens Utilities Compdnystoini yisntiq
CPA California Payphoné Asscociatidnng otfdug
CRTO Central Region Telephone:Opérdtibnsgi [dud
CTCC - citizens Telecommunications Cotpany 6f'California
cucce Citizens Utilities Companyiof-~California
D. Decision £
DCF 4 discounted:-cashCflow sy iziimiA Drolrsldd QAZ,
direct -embeddedcost idaspsi3 i baidotin? adve
direct inward:dialingis=iigd avciordoay? - TaNOZ
Division:of Ratepayer-Advocates? onivioz MAQR
Extended rArea<ServiceszA 1ifnuQ srivioz GAD2
end«uger:commoncline™ uaotdsoinuniouvsloT : enr
fully-allocated: cogts oiilotid ferrovial 201U
Pederal«Communications 'Cémmigsich ntojaoi - oYM
Foreign Exchange Service ziuasns! ozU onoX _ MUS
General Order
General Rate Case
GTE California Incorporated
Invéstigation
Interexchange Companies
Implementatidn Rate Design Qi4)
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ISDN ‘Integrated Servicesibigital Network

LATA Local Access and Transport Area

LECs local exchange companies noideonl laga
LRIC long-run incrementalicoédsts® 1ol hod {[A
MOUs minutes of use sghui wel svildscdeintobA
MTS messagestolliservite nuoidnninu oD TATA
NRF new regulatorysframewodrkss dozasn I[ndigesn
ORP originating responsibBilityiplan: Fno1suo
PacBell Pacific-Bellibhiuntcust tinovd nitdgociestsD
PAL Public Access Linexs:10 oviituooxd 19idd
PBOP post retirement benefits othersthanipénsions
PD proposed decisionyd izoD dpiH sinytollisd
PIC primary interexchangeé carriérsyU anesiiid
PPH public participation hearingl siarolilsd
PU Publig Utilitiesiodgsist moipas [exdns)
Rei1 sinroti{cRulemakingod cuoitsoinurnonssfal erovilin
ROE Return on"Bquity c o woitiliil aaos’i il
RP risk premium ' RS R St
SAO Stamford Administrativé:Officeboinvonaib
SMDS Switched Multimegabit:Dat&<Sérvicediosxib
SONET Synbhronous,Opticalyﬂéﬁwéfkbxﬁwni Inoisih
SQAM Sexrvice Quality Assurance Méchanism=aivid
SQAP Service Quality Assurdnce:Programebroixi
T™S Telecommunications Mandgement :Service§no
UTLS Universal Lifeline TelephdnesService {ful
WRTO -ﬁestern;Région;Telpphdne:Operatioﬁs1959?
2UM Zone Use Measurement o2 sprsioxd npiosyod

1210 I[sxoned

sz sisd Istoned
Gaintogronnl sin101iflsD HID
notispidzovnl

7 " aoinsquod opasfdoxoxainl
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Commiissioner Henry M. Duque, concurring:

I concur with the result reached by my colleaguey, but wish to write separately
on one important Issue. L :

* “This decision adopts an “x factor for Citizens of 4.0%. (Minko, p.63.) 1
concur with this result, but write to clarify that my support for this factor stems from the
specific nature of the *“x” factor, the unique circumstances of Citizens, the record in this
case, and the sensitivity of today’s decision to these issues,

First, 1 wish to stress that the “'x" factor is not a productivity factor, but a
composite number consisting of the difference between telecommunications industry
productivity factor and the economy wide productivity factor, plus a stretch factor.
(Mimeo. p. 62.) This decision does not adopt specific values for each of these
components, only a value for the composite number.

Second, each telecommunications company has unique histbric, geographic,
financial circumstances that affect the detenmination of an appropriate composite “x*
factor. The discussion throughout this decision indicates that we have considered this
uniqueness, both here and throughout the entire decision. Thus, the adoption of a 4.0%
value in this decision does not eliminate the need to examine the appropriateness of “'x”
factors in other cases for different companies.

Third, this proceeding has its own regulatory history. Sone of the exhibits in this
case date from December 1993 -- a full two years ago. Thus, there is little basis for
believing that a review of this identical issue based on a record developed today would
necessarily reach a similar conclusion. . '

Finally, this decision is extremely sensitive to these issues. The decision explicitly
penmits Citizens a timely reconsideration of the apprOpfiateness of the “x” factor and its

entirc NRF structure should Citizens desire to seck atignment of regulatbry structure with

that of Pacific and GTEC. (Mimeo. p. 64, footnote 10; Mimeo, p. 135, Conclusion of
Law 6.)
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For these reasons, | support the results reached by my colleagues. 1 write

i é scparately only to emphasize my reasoning on this one important issue.

Dated November 8, 1995, at San Francisco, California.

o Henry M. %—uquc 0

Commissioner




