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"Ull.le: l!T)l.) TIES (('~J~I1SS ION (II THE STAlE or (At. I FORXL\ 

EC\I.l':\lIOS 6. (O~lPIJIA"CE IJI\")S]O~ 
'h_' 1 c(, O:Uli un i eCt t i 01. S l5 r a he II 

RESOLtiTI(tS l\O. T-12031 
,1UIl.~ 2'::. ]98, 

ORllf,R AtiTHORI ZING I:\'A~S T[L[r'HO~£. C{l}lft:\~y A~ll ALL OTHER 
I~nEr'ESIJl~Sl LOCAL EXClI,\"G£ CAURILRS IN (,ALIFOR~IA TO AI'PL'
.A~' I~C-O:1E TAX CO~U'OKE~T f'RIH.\RILY TO Tln:: R\T[S IT CHARGES 
FOn LI~r EXTE~SIO~S PFRSVASI 10 TUE rEDERAL TAX REfORN ACT 
OF 1986 (TAX ACT). RfSOL~rIO~ 1-12031. 

111 i s n:.'sol uti 011 buthori zes ['"OTIS I clCJ:,hone (:0ml-'3n~'1 ar.cl alI otllCl' 
1 wlepelident I.ocal I:xchange Carriers inCa 1 i fornia simi la .. 1 y 
situated, to collect thE' additional Fedcl'al InccE.c Tax il oust 
pay on all Contributions in Aid of Construclioh telAe) in 1987, 
H'cei',.-cd primarily for line extensions to serve b~siness and 
illdll~t l'lal dc..-elopmenls pursuant to the proYisie>ns of the Tax 
Refol'~ Act of 1986 (1ax Acl). Failure to authori~e collection of 
the r~dernl Income Ta~ liability on CIAC prior to the 
("(In_;:,i~si(on's fiflal decision in 011 8G-I1-019 cou:'J ex[.ose r. ... ans 
TeIer.hone CO!apnny and other Independent. Local Exchange CalTicl'S 
to a 1'i sk of non-l'ecovery of income lax expenses. Sird la l' 
t ('que3t~ for aulliori t:r ha'-e been granted b~" the ('o~irnission to 
Soutl.ern Cali fornia Edi son (Resolut i on £-3(19). I'aci fie Gas and 
E I eel r ie CClT[!p3n~' (Resolul i 011 £-3018), Southerr. C'n 1 i fornia Gas 
COIf.pcl!~' (f(csolution G-2iI4), San [liego Gas and Eleetl'ic C<.mpaIlY 
(R.:--s(lulioll G-271t), and Pacific Bell (Resolution 1-12'·)20). 

P,y A.j"'i.~e- Lellel- ~(). 16~ filed }:ay 26, 198, t Eya:1~ Tclep!.()f1c 
(onj'~:l:'- I'Cqli(.'stS aUlhorily to r£'vise its tari ff s::-l-.cduiI:.'s to add 
8 federal Income Tax component to be applied to rates Ch&lged for 
line l":xtellsioHs aHd extenlions of existing facilities. This 
tal-i ff rev is ion is made nccessar~' by provi s ions .:-f thE:: Tax Act 
ddd. r.o\." dc·fin£' ConU·ihat.ions ill Aid of Constluetioll (elAe), as 
laxa:.l~ iucon-(' effccti'-e Janual'~' J, 198.. I're .. -i(·\;~l~-t GJ..\C \-'ere 
ex('l~;:('d frou taxahle income. The lttx gross-up late Evan~ 
Te 1 (:,:,l,C'"C- (c.vpaJIY PI-oposes to col] eel fol' (:1..\(" ~ s C, percent • 
• ili::. ~ross-up late reflE'cts lhe F('lh-.·al Incor.e ~c=--- (!.t,('ifi~atioll 
onl~-. lItis i!-; because the Stall.' of California Ji~!: IlOt ~'et 
a:1'ell'.~ed its Re,-euue and Taxation Co[le to be consistent ,,-i !.il 
fec:h .• al 1 {'n.:, and currently CIAC is considered l.y the State as 
lion-taxable <'ontri but ions to eapi tal llot suLjC'ct to Qt:plcci&.l ~ on. 
r"an:; Telephone Compau)" s advi ce let tel' fi ling J-e~~oglii ze s llin l 
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oIl tos fees collected will be subject to refuhJ (including 
interesl) pendlflg a finn} deoision in 011 86-11-()19.(1) 
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rail\ll'(: tc. nulllc"'izc collc'clioh of tile Federal l .. c'~r.iC lnx 
linhilil~' OJ! CL\C p)'io)' lo the C'o:udssiolt's finol dl!cision in 011 
Sl~- 11-01!) coul d expose E\'nn~ 1 elcphone (-<·!tiPSIlY, OM.{ o\l.c-t· 
ludt'IH:ndt'nt Locu) ExdHUIi!t(' Cal'riCl'S siJlJilarly siluatcd l lo a ri~l, 
of ItllJl-l'('COVC'I'Y of illcome lox expell~es. lite ulilil:-"s sJ"ice 
It'\l('1 filinf l"cco~niz{'s that ll.e tax con-.ponelil (.f <'01ltril>ulions 
c{Jlle~'t('ll g'-USB of Felleral Jllcon~' lax al'E~ cOllsidcl'etl ~ub5ecl lo 
nd .. iu~tmcllt pClldin~ a fhud decision in ('11 8G-II-019. In the 
('\-'!nl the C-oronlis5iou. in 011 86-11-019, adopts a diffct'cnl nethod 
01l1('1' tlmu I'(;(lui rillg cOII\..ri1I\1to)'s to pay 0 full gl'os~-up amount 
(If lll(- tax linhility, till.! utility "ill be rc{)uired to refulid the 
d) f f('renee \-:i til interest computed at the ayerage thl'ee r.onth 
COIDIl:el'C i a 1 pa))cr rate as publ i shed in the Federal Resen·e 
Bulletin. Public notification of this filing was made by mailing 
copies of the advicc letter to other utilities and all 
rcspond<.-nls 011 Ule Ser .... ice List for 011 8G-11-019 (This l-:as dOlle 
at the request of E & C Staff; see supplement Ad .... ice Letter Ko. 
164A). 

Tlll~. resolution cannot be U)11H'Oyed retroacli\'(!ly for t:-.o~c 
tOI'iffs that specify a unit cost. Therefore, Evans Telcphohc 
CODpnn~- cannot be authori zed to collect Federal ] neome Tax on any 
CIA( l'('ech'ed for the pel-iod .. lshJar:o· 1, 1987, to 11:59 P·r:lo on 
June 24, 1987, under these specific tariff pro .... isions. All 
OHlel' Independent l.ocal Exchange Carriers sinilarly sh,uatcd 
COilllot bc autllol'izcd to collect Federal Income Tax on any CI:\(' 
recei\"(:~u fOI- the period January I, 1987, to 11:59 p.m. on the: day 
befolT tllcir advice letter filings (authorized h;y this 
I·(.~.;:.l ut i 011) becOEe effecti \'c-. l'e therefore \,:i II .. equi re that 
r'qtllS Tp] ('phone Co:npall~'" awl oUter Independ~lll Local [:·:cli&ngc 
(~rl'icrs siO!!ilal']: situated, to rcfund ~ith inleles.t any an,ounl~ 
so collected. 

Th(' Cor.lm iss i on finds l ha t the ra te~ J cha rges nnd condi li ons 
3uthori:red in ltlis Rpsolul ion are just and reasoll&bl(: and presellt 
lotes, chnl'g~s alH) conditions. as they diffe.' froE th€ rates, 
cl.urges and conditiolls authorized in this Resolution are for tile 
future ulJju~t and unreasonable; ortd good cause appearing. 

J TIS OHDfHED tllfl t : 

(1) E"3IlS Telcphone Company is authol'ized undct· SpctiL"h -154 of 
the Pul,lic l:tililies Code to ask£' Ad"iee Letter It-i. A.j\"ice 
l.€::lte!- I('-IA. and ftssocialed tariff sheets s~ dcfillc-d in the 
[Iiseus~ioll (oho\"e) eCfeeti,,"£! on June 25. 19Bi. 

e {J) {.iX = l.O/(l.O-l)-I.O. "here t= th·.! 193. Federal 
('r},ol"a t( Ilwor,f- Tax I'a te of ~ 0).; for co) endal' yea r t&ypaycl·s. 
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- on -Evans--Telephono ":.Co13pnnY-,shall ~!,inj..ai!l":1!I.cm(>r~\'1_dut;l'a~<:~Ull:t9'~-::,- ~c:._=:,: --'_-:~ 
detailing all receipts of Contribuli~ns in Aid of Construction --- --, -, - --
and acco~pnnring Federal Income Taxes collected. 

(3) Re .... ised Tariff Schedules shall be marked to show that they 
\-;(.'re autllori zed for fi Ii ng by Cotlni ss ion Resolution No. T-12031. 
effective today. 

(.J) Fedel-a) InCOll..e Taxes authori zed to be collected on CIAC b~' 
this Resolutioh are subject to refund. including interest. 
pending a final decision in 011 86-11-019. 

(5) Federal Income Taxes collected on CIAC by Evans Telephone 
Company for those tariffs specifying a unit cost frOm the period 
Jalluary 1, 1937, to 11:59 p.m. on June 24. 1987. shall be 
refunded with interest. 

': 
(6) Interest, as discussed in this Resolution. shall-be computed 
at the average three month comnercial paper rate as published ie -
the Federal Reser .... e Bulletin. 

(I) All other Independent Local Exchange Carriers similarly 
situated are authorized to file advice letters requesting 
aulhorizat.ion to apply an incom~ tax component to the rates 
charged prireal'il~' for line extensions and extensions of 
facilities in terms not significantly different from the 
condiliQ~s delineated in Resolution T-12031. These advice 
letters shall_become effective fifteen days after the date of 
filing, and the associated tariff sh~~ts shall be marked to show 
that they have been authorized by Resolution T-12031. 

The effeclive date of this resolution is today. 

J certify that this Resolution ~as adopted b~ the Public 
l'tilities COI7l,,!is~iolJ at its regulal' .Il.E'eting on June 2-1. 19&'t. 
Th~ follo~ing COD~issioner9 approved it: 

STANLEY W. HULETT 
president 

FREDERICK R. DUDA 
JOHN B. OHANIAN 

commissioners 

ccrnreissioner Donald Vial, being 
necessarily absent. did not 
participate. 

Commissioner G. Mitchell Wi~k 
beino necessarily absent, d1d 
not participate. 

Executive Dircctot 
-.. 


