PUBLIC UTILITIKS COMMISSION OF THE STATE OF CALIFORNIA

Telecommunicationa Pivision RESOLUTION T-15350+%%
Decembexr 9, 1996

'RESOLUTION T-15950. GTE CALIFORNIA, INCORPORATED. - |
(U-1002-C) . REQUEST FOR APPROVAL OF ITS CALIFORNIA COST
ALLOCATION MANUAL." S A

BY ADVICE LETTER NO. 7825, FILED ON SEPTEMBER 15, 1995.

SUMMARY .

' GTE California, Incorporated (GTSC)zis ordered to ‘supplement its
Advice Letter No. 7825 to make effective the uncontested
affiliate transaction issues discusséd hérein.

BACKGROUND

'GTEC filed Advice Letter No. 7825 on September 15, 1995, seeking

‘Commission approval to adopt its préoposed non-structural
safequards to be applied upon the merger or integration of the
operations of GTEC and its wholly owned subsidiary GTEL. -GTEL
was a separate corporate entity that sold only unregulated
.customer premiseés’ equipment (CPE}. Although the Commission is
preempted by the Federal Communications Comnission (FCC) from
requiring structural séparation for the sale of unregulated CPE,
it is not preempted fréom imposing non-structural safeguards for
such. The Commission's rules for cost allocation and affiliate
transactions deviate from the FCC rules, and the Commission has
required Pacific Bell and GTEC to maintain California cost
allocation manuals "(CCAMs) that reflect the policies of the
Commission (D.91-07-056, 41 CPUC 24 89, 129 (0.P. 2h)).

NOTICE/PROTESTS

Notice of Advice Letter No. 7825 was published in the Commission
Daily. Calendar of Septewber 22, 1995. A protest was filed by
the Division of Ratepayer Advocates (DRA, now the Office of’
Ratepayer Advocates) on October 5, 1995. GTEC responded to
DRA's protest on October 13, 1995. DRA's protest and GTEC's
response are discussed below.. - - S
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DISCUSSION

DRA's protest focuses on the area of affiliate transactions.
DRA's review of GTEC Advice Letter No. 7825 claims that GTEC has
failed to comply with existing Commission rules and regulations
regarding affiliate transactions with respect to pricing of
services provided by GTEC to other affiliates.

In discussions with GTEC, DRA reports that GTEC has stated that
many of the Commission’s affiliate transactions rules do not
apply to GTEC. DRA argues that the Commission's affiliate
transactions rules (D.86-01-026 and D.87-12-067) do pertain to
GTEC, and are summarized and affirmed in D.92-07-072. DRA
“states that the Commission’s NRF Phase II décision rejected
GTEC's argument that it should be treated separately from
~Pacific Bell, and that the Commission has adopted a single

regulatory framework for GTEC and Pacific Bell (D.89-10-031).
DRA believes that if GTEC wants exemption from the Commission’s
affiliate transaction rules, it must do so through separate
application.

DRA believes that GTEC's CCAM is deficient under the
Comnmission's affiliate transaction rules and raises the
following nine issues:

1) GTEC shéuld receive from an affiliate 25% of any
transferréd employee's first year base annual
compensation as a transfer fee for affiliate's avoided
cost.. i '

Fully loaded or fully allocated costs should be
determined in three steps, starting with the highest
priority: DirectIy assigned, Allocation by cause or
beneficiary, and Allocation-of remaining indirect costs
- {including  Corporate headquarter costs to . -
subsidiaries).

To détérmine the market price, market studies need to
be performed for assets, goods or services over
 $100,000.

Assets should include real, personal, and intangible
(copyrights, patents, others as defined by the
Commission, etc.) assets.

' Intangible property may require a royalty, benchmark
payments, or other compensation, to be determined on a
case by case basis. : ST

nﬁéceipt of goods ahdvservices’fromhéffiliatéé"éhould be
priced at the lower of éither fair market value or
fully allocated cost.

Referrals to affiliates'should.be priced at 13% of
affiliate’s first month recurring and nonrecurring
revenue resulting from the referral.




Resolution T-15950 baocember 9, 1996
GTEC/1825/CHlIC

8) Services provided from the utility to an affiliate
should be limited only to critical or essential
service. Subsidiaries (wheve feasible) should:

a. Acquire, maintain, and cperate their own facilities
and equipment.

b. Retain their own administration. staffs.
c. Provide for theixr own financial needs.

Critical or essential services are.defined as services

that the affiliate must have in order to operate in the V

manney authorized; it excludes services that--the .. .-

-affiliate could provide using its current or additicn$1~‘i~'

in-houseé personnel or¥ could obtain through a third-

party vendor without potentially disclosing proprietary

information despite réasonable precautions.

DRA recommends that the CommiSSioﬁ.difeét GTEC to file a

supplemental advice letter reflecting full compliance with the
Commission's affiliate transaction rules. .

GTEC in its response states that DRA has misinterpreted Decision
Nos. 87-12-067 and 92-07-072. GTEC states that most, if not
all, of the affiliate transaction rules_ adopted in D.87-12-067
aré meant to appl solelyAto-Pacific Bell. GTBC claims that the
alleged deficiencles in its CCAM pointed out by DRA are based on
guidelines adopted by the Commission for Pacific Bell in D.87-
12-067 and D.92-07-072, and are not applicable to GTEC.

In further discussién with staff from the Telecommunications
Division (previously the Commission Advisory and Compliance
Division - CACD), GTEC says that it has ng objection to -
-concurring with issues 2 through 5 identified by.the DRA. GTEC
is adamant, however, that the DRA is incorrect regarding issues
i, 6, 7, 8, and 9.

The issue of GTEC's affiliate transaction rules has been raised-
. before, and indeed amicably settled in a context cited by
neither ‘GTEC or DRA:. An accord was reached, incorporated in-a
workshop report and adopted in a Commission decision: - During
the monitoring workshop portion of 1.87-11-033, the Commission's
investigation into alternative regulatory frameworks for ' '
" telecommunications ¢arriers, the Commission adopted certain

- affiliate transaction rules for GTEC. In D.91-07-056,.0P.1,.
these rules were to be used as monitoring tools for .the . -
requlatory goal of Avoidance of Cross-Subsidy and:anti-"""

Competitive Behavior -in the area of affiliate transactions. The

. rules were recommendéd by CACD on page 48 and in Appendix E to
its Workshop II report. - o . - S T

In the report CACD recommended that the Commission adopt GTEC's -

proposal for measurement tools, modified to incorporate : ,

suggestions from DRA that required GTEC to: a) not to transfer -

rights to its properties to its unregulated affiliates at less

than fair value, as independently appraised, and b) that GTEC
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provide the Commission with its guidelines for release of
proprietary information and/or intellectual properties to
unregulated affiliates. - We have attached page 48 of the CACD
Monitoring Workshop II Report, the so called DRA/GTEC accord,
and the relevant portion of D, 88-08-061 referred to in the
accord to this Resolution as Attachment A to set forth the
current affiliate transaction rules adopted for GTEC by this
Commission. We will order GTEC to modify-its California Cost
Allocation Manuval {CCAM) to fully reflect the affiliate
transaction rules contained.in the accord and all other
applicable rules that have been adopted by the Commission for
GTEC.,

The Commiss1on is surprised that there were dlsagteements
between DRA and GTEC as to the app11cab1e GTEC affiliate
transaction rules, see¢ing as the Commission adopted-these two
parties affiliate transaction rule ploposals. Taken with the
recent changes to teled¢ommunications regulation at the federal
level resulting from the Telécommunications: Act of 1996, we
believe that it may soon be appropriate to revisit GTEC's
affiliate transactions to determine whether the ex1st1ng rules
are appropriate glVen today's telecommunications environment.

We note that this issue may be productivély considered at the
next reexamlnatlon of the NRF regulatoxy framéwork. We further
note that, in preparation for that review, DRA is conducting a
general audlt of Pacific Bell and GTEC, whlch may provide facts
and evidence to guide deliberations concerning the appropriate
structure of afflliate relations.

Considering GTHC's concurrence with issues 2 through 5, we agree
that these a filiate tlansactlon rulés are appropriately
included in the,GTEC CCAM. Follow;ng is an explanation as to
the treatmént we ‘will afford issues 1, 6, 7, 8, and 9.

Regarding the 25% employee transfer: Eee, item e of the accord
requiles GTEC to provide an annual report to the Commission
identifying those enployees transferred to and from its
nonregulated telecommunications affiliatés. There was no
employee transfer fee requirement asséssed on these tlansfels
Thereforé, the recommendation for a 25% transfer fee is’ 1e]ected
at‘this‘time., We will maintain the requilement in the accord -
that GTEC provide an annual report to the Commission identifying
those employees transferred from its nonregulated
telecommunications affiliates, and order GTEC to provide to the
ORA Investlgatlon & Research Branch and the Telecommunications
Division.a copy of each report beginning with the year 1992

- through- 1995,.and annually thereafter in conformance with- the
NRF monitoring program until further dlrected by the Conm1851on,

Rega1d1ng issue 6, the pricing goods and services received from
an affiliate, the recommendation that GTEC be charged the lower
of either fair market value or fully allocated cost for sexrvices
received from an affiliate is consistent with jtem d of the -
DRA/GTEC accord. Item d refers to FCC Docket 86-111, which in
summary, requires that assets transferred from the utllity to an
affiliate are valued at the higher of market value or net book
value, and assets transferred to the utility by an affiliate are
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value at the lower of net book value or fair mérﬁet value. We
will require GTEC to modify its CCAM to reflect this rule.

Regarding issue 7, the 13% referral fee, item k of the accorad
yefers to (D.)88-08-061. Ordering paragraph 6 of this decision
requires GTEC to charge its affillate GTEL the fully allocated
cost plus 10%, and not 13% as recommended by DRA. Therefore,
DRA's recommendation of 13% is réjected. However, GTEC
continues to be obligated to follow the remaining requirements

contained in item k of the DRA/GTEC accord. ~

Regarding issues:-8 and 9, nowhéte:inﬂthe DRA/GTEC accord. are - . .
there any limitations on the types of services GTEC can provide
to its affiliates. Therefore, the DRA recommendations-related - .
to these two deficiencies is rejected.
FINDINGS | o L
1. GTEC filed Advice Létter No. 7825 seeking Commission -
approval to adopt its proposed non-structural safeguards to be
applied upon the merger or integration of the operations of GTEC
and its wholly owned subsidiary GTEL. . ) -

2. . DRA protested that GTEC has failed to comply with existing
Commission rules and regulations regarding affiliate’ ,
transactions with respéect to pricing of sérvices provided by
GTEC to other affiliates. -

3. GTEC responded that most, if not all, of the affijliate .
transaction rules adopted in D.87-12-067 and D.92-07-072 are no
applicable to GTEC.

4. DRA identified 9 specific deficiencies in GTEC's CCAM.

5. GTEC concurs with DRA's deficiency items 2 through 5.

6. GTEC does not concur with DRA's deficiency itews 1, 6, 7, 8,
and 9. . . , :

7. We find that GTEC has not fully reflected the Commission’s.

affiliate transaction rules in its CCAM, as required in D.91-07- .
056. : ‘ T

8. The accord reached between DRA and GTEC in the NRF .
monitoring workshops was adopted by the Commission.in D.91-07-
056 as the body of rules governing transactions between GTEC and

jts affiliates and serves as the basis for our findings: .~ -

regarding this advice letter.

9. We find that DRA deficiencies 1, 7,
inconsistent with the Commission’s affili
adopted for GTEC and are rejected.

8, and 9 are \
ate transaction rules .

10. We find that DRA deficiency H#6 is consistent with Commission’
policy and the related recommendation is therefore adopted. . :
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11. GTEC has been requiled to provide an annual report to the
Comnmission identifying those ewployees transferred from its
nonregulated telecommunlcatlons afflllates.

12.. GTEC should WOdlfy “within 30 days £10m the efféctive date
of this Resolution its CCAM to fully reflect the affiliate
transaction rules adopted by thée Commission.

THEREFORE, IT IS ORDERED that

1% - GTE- Callfornia, Incorporated (GTEC) is ordered to. amend its -
California Cost Allocation Manual . to fully reflect all of the
affiliate transaction rules adopted by this Commission in -~
decision 91- 07-056 and the’ related accord réachéd between DRA -
and GTEC in the monitoring: workshops and file the modified CCAM
within® 30 days from the effectiVe dite of this Resolution with’

the Comm1331on : ,

2. wlthln 30 days from the effect1Ve date of thls Resolutlon,_
GTEC shall file with the Officé of Ratepa er Advocates (ORA,
previously DRA) Monopoly Regulation Branch and the .
Telecommunications Division for the years 1992 through 1995, and .
continuing uatil further dirécted by thé¢ Commission, the repoxts
regarding employee movemént betwéen GTEC and its
telecommunications affiliates, as adopted by the Comm13510n in
'D.91-07-056.
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This Resolution is effective today.

I hereby'certify that;this Resolution was adépted by the Public
Utilities Commission at itssregular meeting on December 9, 1996.
The following Commissioners approved it: ' '

, ¢ M. FRANKLIN
Exécutive Director

P. GREGORY CONLON .
- - president
DANIEL Wm. FESSLER
~ JESSIE'J. KNIGHT, Jr.
- HENRY ‘M. DUQUE &
JOSIAH IL,. NEEPER

Commissioners
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COMMISSION ADVISORY AND COMPUANCE DIVISION

discover \thlhc( tracking 10 a more detailed level [is vwarranted). For Calc,,ory I senices, as
well as associated Calegory monopoly senvices, we conctude that more detailed tracking is
warranted in order to prondc the aanffi impulation reports recommended here, We note that,
in D.83-09-059, in Phase Lol these p;occcd:ngs. cost tracking rcquucmcnl.s incertain
CalchIy 1 scmocs had already besn lmposod on GTEC, as well as Pacifi ic

This places new reporting réquirements, it not the requirement for a specific report, on
the LEGs.,

Issue 6. Affiliate compauy!ramacﬁom ﬁnancmb and
policylprocedural gwdelmes

Issue 7. Intercompany pezso:mel movements and or-
ganizational changes. :

DISCUSSION
DRA ard the LECs came 10 accord on thess i issucs and the other parties assented. The

agresment, as jt pertamcd to Pacific, was m:-n Pacific would continue to camiply with ordenng
‘paragraghs 24, 25, 28, 29,30,31,2nd 34 of D. $7-12-067. Asi it pcnamcd to GTEQ, the agree-
méat was that GTEC would provide information simitar 10 that tequired of Pacific. Specific
fequirements of GTEC were recorded in a document prepaced by GTEC and shared with )
DRA. A mpy of that document was incleded in DRA's wOrkshop comments and is included

. tn Appcndl( E. In us > workshop comments, however, DRA made changes’ to the documenl -
rcqumng that GTEC not transfer rights o its propertics to its unregulated affitiates at less
than {air value, as mdepcnden{ly appraised, and that GTEC ptondc the Commission with its
guidelines for release of proprictary information and/or 1n!clle~:tual properties to unregu-
lated affitiates. GTEC does not object to the revisions made by DRA.

RECOMMENDATION
CACD re¢commends the adopuon or the 2c00rd between DRA and lhc LECs, together

the modifications recommended by DRA {or the GTEC docement.
This will place new reporting requirements on GTEC.

Page 48




APPENDIXE

" GTEC'S PROPOSALFOR

MEASUREMENT TOOLS F.6 AND F.7




GYEC's proposal for measurerent tools F.6 and F.7

F. Avoidance of Cross—Subsidies and Anti-Competitive Eehavior

4. Affiliats Company Transactions, Financials, and Folicy/
Fracedural Guidelines

GTEC's affiliate trancsactions were reviewed as part of its 1988 rate

case(A.97-01-002) which established the requirements for monitorinag

. transacticns batween the company and its noaregulated subsidiary,
GTEL. The transacticns specifically dealt with referrals and the

billing of on demand services (Ordering paragraphs 4,% and &),

In additica to continuina to comply with the requirements of the 1988
rate cace decisicn(D.SS-08-051). DRA has proposad that crdering
paraaraphs 29, 3! aad 31 from Facific fell*s 1985 rate case bha
impaosed on GTEC. - GTEC abiects %o a blanket spplicaticn of those |
‘paragraphs to the ext=nt that they are specitfic to Facific or to ths-
axtent thev imgcse obligations on management which do aot iavolve
monitering. GTEC has reviewed the paragraphs and would zgres to the
following in addition %o its rate case order.

=. GTEC shall rzoort to the Commission; at least 30 days prior to
- its cccurrence, the pending transfer oF any asset with a fiir
market value of #$100,0CQ to an affiliate or subsadiary. {(Facidic
o.p. 22 and 34d) ’

GTEC shall ceatinue to cOmulyhﬂith the Egbliéhutilities Code,
‘cecticn 701.5 - Frohibiticn agaianst pledge of utility sscsets
or ‘credit &n behalf of subsidiary or affiliate. {Facific c.p. 31).

GTEC =hall continus to inform the Commissich of its organizaticnsal
changes. {Facific 2.p. 3F43) -~ ' ‘ '

GTEC =hall continue to comply with FCC Pocket 9&6-111 r=a
transier o7 property cightsz Lo unregulated av7ilistas.
o.p. 342) . 5 .

GTEC thall provide :n annual report to the Commiesicn identiiving
those employees transferred to and {rca its nanreaulated

 telecommunications iliates. «(Facific's o.p. 34e,34f,349, =00

- 340} (This zl:=zo ssfies wonitoring .toal F.7) . T
GTEC shall provide’ Commicsion with its guidelines, ind 3as

amended.‘regardind : iliate transactions and relstionshics.:

{Facific’'s op. Fahi

STEC shall continue-io maintain its current accountina svsizam
which identifies =ifiliate trancactions and includes the
L= i

sporceriate fudit i1.fFacific’s o.p. SYi. 3I4j, snd Tisi.




GVEC shall amaintain a compaay praktice regarding "the retentidn of
conpany recards. (Paclftc‘s a.p. 34n and 34t)

GYEC chnll ccntinue to ccmplv with the GTE Consent fDecree, which
established quidelines for the release and disclosure of
proprietary information. (Facitic o.p. 3I4p)

GTEC shall pravide to the Commission ‘copies of all its filings
with the FCC, Department of Justice (POJ), and Judge Greeng, and
copies of all epinions, orders, and rulings issued ia réagsrd to
thece filings. (Paclfic o.p. 3J4r)

'L GTEC Shall continue to abide by orderina'paraaraphs 4. 3. ano b in
0.88-08-041 which scstablished guidelines for its affiliate.
transictions regarding refercals and the billing ot cn demand

- services., (Fzcific's o.p. Idb, I4k, I41, 3I4m, T4g and 3Iduw)

-
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SERVICE, § 449 — Tekphone — Informaton
and special service —Data arsmission

{CAL) An intaenchange telephone <ar-
er was suthadized (o inftiate switchéd digial
sexvice for data tansmissions, subject to ) 23
restrictions that the scrvicé be providad on an
intedLATA basis only and that it st excead
56,000 bits per second.

Re General Telephone Cofnp:iny
of California

Decision $3-03-041
Application 87-01-002
1.87-02-028

California Public Utlities Commission
August 24,1938

DNTERIM opinion requiring a tocal exchange
telephone Carmier 1o reduce rates by $3305 eit-
tion, but retaining its presenly suthoczed rate
of teturn on equity of 12.75%.

1. INTERCORPORATE RELATIONS, § 142
— Intercorpotate paymeats — Royaltes.

[CAL) A wkecommunications affitiate

© was ot required to make 1dyalyy payments (o

its puwent telephont company (ot e

unguantifisble benefits accruing to e affiliate
as 1 result of name recognition of its parent.
- Rl . .

. _p._Ss. .

2. EXPENSES, § 95 — Employed compensa-
Gon — Factoes — Management versus non-
minagement positons. .
(CAL) Employes compensation levels
shouM be durived independently for manage-
mnt and poamanagement positions, with coa-

“s¥eration given to market inflation kvils, the -

Peopdety of baauses, e reasonableness . of
:’lsc negotistion processes, and peoductivity
3tors; in the instant ¢ ase, an inflation factor of

~

42% and s productivity (acwor of 3% wece used,
with any savings from efficiency beyond tha
$% level being shared cqually between & kxal
exchange Lelephone carrier and its ratepayess,
but not with employees.

p-92 ’

3. VALUATION, § 212 — Property included of
excluded — Excess capacity formedly used —
Reclassification. .
[CALY Alhough it was evideat that 2
focal exchange telephone carvier had excess
capacity by virtue of plant construcled espe-
cially for the 1984 Olympic Games now being

Wle. the carrier was n&® réquired 1 tetire b~

such plant butinstead was allowed 10 rectassily
ceiin equipment that could easily be read-
tvated.

p.98.

4. EXPENSES, § 81 — Office expense —
Relocation costs of héadquanters and employ-
ees. i

(CAL.) Costs incured by a 152l exchange
telephoné carier in relocating - employeés as

. part of a mave in headquarters weee atlowed as

an offset 0 capital gains enjoyed in the sate of
e ol headquarters, but the rekxation costs
were not permitted 1o be part of 2 cost rending
snalysis. ' '

C P9

5. EXPENSES, § 20 — Accidents and damages
—Ctéanup of toxic keaks.

C (CALY Although it was found that a koxal
exchange twekphone carmicr had not been 28
carefel in monitocing underground storage

2 tanks a8 it should have been, it was given a bod-

gt for cletnup of toxic leaks fromthe tanks, a5 .
. such cleanup was mandated by (ederal and state
- law, . E oo

p-101.

6. EXPENSES, § 52 — Noautitity businesses -

— Employés stoces — Losses.

(CAL.) Losses incurrdd by a2 kgl

;'.'_xc}'\m g¢ lelephone camice in operating A
cmployes store weee reflected in rates through 2

réduction ia revenue equal 1o the sidre’s inven- -

tory; such teatment was deemad appropeiale as

b e ——— APy AP ve 4o d oS
' g . oo
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fault the results of the study.
46. The peoductivity gains mdmted by

DRA's wtal factot pmducuvuy study are exces-

sively high.

7. DS5.06113 duted Tume 12, 1985
duou.s AT&T-C © flow lhrough any réduction
- inits scCess expense su:m.rmng from réductions -

in Yocal exchange valitiés® adcess charges 1 its
cuslomers.

o 48l rea.sonab!e ™ moVé |he fale éentes,
coordinate fof Geaeral's Eiwanda exchange $0

© tut e route between thé Ontrio exchangé
and the Euwanda exchangé bécomes a tocal o
route; csta’olush 2 oute between the Edwanda’
_ exchange and theé Rialto éxchange with Pacific

which become a nine-mile rovte with the move-
ment of e rate center of the Edwanda

exchange as 2 ZUM 2 routs; and cévise
" cannot bé used fof any interpretaiive purposés - -

Genéral's billing systeai to reflect the racessary
roule revisions peovidéd we \mpose a 90-diy

implementation period and (equue Pacific and |

Geneenl 10 pconde written notice to those ¢ud-
tomérs who will be impacted by the changés

within 30 days peide v the implementation of

such changes. .
Conclusions of Law

1. The  Commission oonchdes thu [t
maemenul tevenue reduction of $218.304 mil-

~

tion in addition to the 5112.190 million reduc-

_$330.494 mitlionis apptopnnc.

2. The revenst reductions suthrized in
Appeadin' A [omited herein] aré just and rea-
sdnable,

R £ Genenl should be réquized lo conduct

2 competitive analysis by March 31, 1989 of its
directory service contract. .
3. A competitive analysis to ascertain

.. whethet GTEDS is the lpprcpnltc party & per-
> - form Gereeal's data processing and information
sm':cu should be pérformed by Genéral prioc .
- W its néxt raté case filing and he results of O’

analysis and supporing work papers sbau]d be

“inclodad in the Bling. . ‘
. 4. Genera should be required 13 establish
Tl .RIanl guidelines 18 tack suvocessful and -
-unsuocessful referrals 1o GTEL and paform 2

study to b completed within six monaths of e
effoctive date of the decision, to determing the

cost plus 10% mu‘kup for €ach refernal made o
GTEL.
©5.Gereral should be requuéd W condoct a
markel-based pnung study ¥ determine murkel
tates for sevices it frovides WGTEL. -
6. Sevings in éxcess of 2 $% aurition year

labor- factor sdjustment . should  be shued_‘-,.

‘equally by tatepayers and Gcnen] o
7. Since the actual productivity facor wall

- pot be known untit afier ¢ end of the smton”

year, Genersl should bé xequued W implemnent

the productivity savings on of before Jovary

31 of he jtar fo!lowmg the atl:nhon)car o

8. In future 1ate casés Gendnl sbould'

preséat cosybene fit analyses © justify adv éntis-
ing ¢ampaign expenses fof ratemaking pur-
9. DRA™s total facior peodoctivity study
including the measurement of techiteal change:
© 10, General should mak€ an advice leues

ﬁhngonotbefo:eocmbul 1988, mungfomm,fi o

an sppeopriaté Operationa) autrition alowancé -

for thé year 1989, and has &led an apphcmon

fot 1989 financial attrition on Iuly 15, 1988, in

aooordance with D.§8-04.024.
11. General is now well \nto the 1983 test

yw ard sincé thé raté reductions are substan- .- -

ta), this 6cdér sMu}dbceffeuuve wday.
12 The e center ¢oordinatés fot

.- Géeral’s Biwandi exchingé should bé moved .~
- 30 that the route betwesn the Ontario exchange = .
and e Edwanda exchmge bovomes 3 kocal -

oute.

3. Gencu.l sb::u!d cstabhsh Y toule '

between the Edwanda exchingé and thé Riallo - -

" exchange .with Pacific “which will be-:OmC x
ZUM Zore 2 route.
14. Genera) should gevise its bﬂlmg sysmm

4 reflect the route revisions set forthin Conclu- B

sions of Law 12 and 13721d pconde wiiten .

notice 1 those customers who willbe impacted "~ * 7 %
s by thé changes within 30 _days’ prioc w0 thc

unplemmunonof such changes. -
| SECOND mrmuomm

. ITISORDEREDhat - - r-rox. -

1. Seven days afier te ef&une due of. S

this ocder, GTE California (Geneeal) shall file ™
reviséd Schedule Cll PUC No. A8 10 -
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reflect (e revisions shown in Appendit A of
this decision [omitted herein). Such ﬁhng shall

comply with e General Ordes 96 series. The -

effective date of the revised schedules shall be
. Se-p{u.\bct 6. 1938, Revised ichedules shalt
apply only W service rcndacd on ot after 0w

elfoctive date,
2. In accordance with 08806024, 6n of

before October L, 1988, Geregal shalt make an -

advice letter filing sewing forth an appeopdiate
operational autrition allowance - for e year
1989, In accordance with that samé décision

General has filed its application for 1989 fnwn. -
_cisl argitiod an Tuly 15, 1983, General's opera- -
Gona) awrition advice leutet Rling shall pcovrﬁe :

for “savings rosuling from peoductivity in
excess of 5% 10 ¢ shared equally betwéen
retepayers and swockholders. Both ﬁ!mgs shatl
be seaved onall parties to this peocesding.

22 Consistent with th¢ above discussion,

findings, 2nd ¢oachuisions, Gentral shall con- -

duct 2 compeditive mabsu ofits d.rc«.bry set-
vice contract and seve it on e pardes o this
proceeding on of befoce March 31, 1989.

3. Genera) shall codduact 3 competiiive
analysis peiof 10 its fext rate Bling and include

the work papers with the ﬁhr«; o suppdit con-

tnued affiliated tansactions rehtmg 0 data

processing and informationa] service betw eenit’

ind GTEDS. - ~
4. Within 60 days of the cﬂ’ocme date of
this order, General shall establish referral guide-
lines o track successful and unsuocessful refer-
rls o GTEL
$. Within 6 moaths of the effective date of

this order, General shall submit a study of the -

cost plus 10% markup for each referral made
GTEL and thereafter bill GTEL the ¢ost plus
10% markup foc all referals near the market
value of sudcessful refervals.

6. Within 6 moaths of the effective date of
this ordér, Generad shall submit 2 market-based
pricing study determining the market rates for

service it provides to GTEL. Until further -
CPUC action on thé matter, General shall bill

GTEL atits fully alkated cost inchoding return
oninvestment, plus 1 10% investment.

L In future rate peoceddings, if Genedal
wants 1 récover advedising expense in connée-

Gon with campaigns 10 promote USILE Of NEw

services, it shall peeseat in its direct showing a
cosbenefit analysis of suwch campaigns ovey
the latest available 12-month recorded period ag
well as s o peoma analysis of peoposed
futuré campaigns, Likewdse, if Gencral socks 1o

1ecover marketing expense {Account 643), i

shall present the same Gypes of amslysis s

' xoquued above lor adveatising expenditures.

- 8. Within five days from the effective daze -

" of this decision, General shall establish a ba).

acing acogmt into which it shall book the dif.
fetence between currenty authacized rates and
ftes it would be ‘collecting i it revised s
socounting for teﬁnan-.mgs o follow the eet of
tax method. The b:lmcmg 20CouUnt amdunts
shall be subject 1o tefund, in whok of in pan,

‘foliovnng hearings to determine (1) whether

Geredal ought 10 ¥ ordered permanently w
tevise its sccounting of bond refinancing premi-

" ums, and unamortized discounts and expenses,

and (2) what méthod Gereral may usé 10 4o so.
A Prehearing Conference will te held 10 set

‘hearing dates and datés for submission of testi-

mény in éonneetion with this issue,

9. Consistent with the peécdding discus-
sion, within 90 days of the effective date of this
decision General shall file with CACD 2 tepont
describing its current and anticipated hazardous
waste cleanup activities for 1988-1989.

- 10. Within 10 days after General makes its
advice letter ﬁhng to réduce aocéss charges in

a0cotdance with this decision, AT&AT-C:shall -

fite an advice kiter with this Commission undet
the tams of GO 96-A, which proposes a
method for flowing through 1o its ratepayers thé
access charge téductions resuling from this
decision. AT&T-C's advice letier filing shall
contain a proposed effective date of no Hater
than five working duys following its submission
to the¢ Commission or September 19, 1988,
whicheves is éarlier. For the several rates within
€ach class of switched savice, ATAT-C shall
implement a uniform peréentage réduction.

11, To be effective not kess than §0 days
alter the effective date of this ordes, Gcnenl and
Pacific are authorized to:

2. Move the rate ¢enter covedinates for the
Edwanda exchange in order that the route
between the Ontanio- éxchange and the




