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Telecommunications Division					RESOLUTION T-16263


Market Structure  Branch							January 20, 1999








R E S O L U T I O N








RESOLUTION T-16263.  GTE CALIFORNIA INCORPORATED (U-1002-C).  ORDER APPLYING THE ADOPTED PRICE CAP MECHANISM IN COMPLIANCE WITH DECISIONS 89-10-031, 94-09-065, 95-12-052 AND 98-10-026 THROUGH ADJUSTMENTS TO SURCHARGE/SURCREDITS TO BE IMPLEMENTED ON FEBRUARY 1, 1999.





BY ADVICE LETTER NO. 8871, FILED ON OCTOBER  21, 1998; AND BY ADVICE LETTER NO. 8871A, FILED ON NOVEMBER 12, 1998.


_________________________________________________________________








SUMMARY





This Resolution orders GTE California Incorporated (GTEC) to decrease its annual revenue by $47.166 million effective February 1, 1999.  The adopted revenue and billing adjustments are shown in Appendices A and B attached to this Resolution.





Through its price cap advice letter filing GTEC requests the following adjustments to its revenue:  (1) Post Retirement Benefits Other than Pensions (PBOPs) [($24.025) million];         (2) Interstate High Cost Fund [$2.184 million]; (3) Other Billing and Collection (OB&C) expenses [($22.566) million]; and (4) Undercharge penalty associated with the provision of Synchronous Optical Network Transport (SONET) service [($.703) million].  In total, GTEC requests a reduction of $45.110 million in its annual revenue.





AT&T Communications (AT&T) and the Office of Ratepayer Advocates (ORA) filed protests to GTEC’s price advice letter filing.  GTEC satisfied ORA’s protest by filing a supplement to its Advice Letter No. 8871.  Except as noted herein, AT&T’s protest is granted.


























BACKGROUND





New Regulatory Framework (NRF)





In Decision (D.) 96-12-074, we adopted an incentive-based NRF for Pacific Bell and GTEC.  In that decision, we stated:





	“This new regulatory framework is centered around a price cap indexing mechanism with sharing of excess of earning above a benchmark rate of return level…





	Following a startup revenue adjustment (D.89-12-048)…prices for the utilities’ basic monopoly services and rate caps for flexibly priced services will be indexed annually according to the Gross National Product Index (GNP-PI) inflation index reduced by a productivity adjustment of 4.5%.





	The indexing formula also allows for rate adjustments for a limited category of exogenous factors whose effects will not be reflected in the economy wide GNP-PI (since replaced by the GDP-PI).  While all such costs cannot be foreseen completely, we recognize that the following factors may be reflected in rates as exogenous factors (called Z-factors):  changes in federal and state tax laws to the extent that they affect the local exchange carriers disproportionately, mandated jurisdictional separations changes, and changes to intraLATA toll pooling arrangements or accounting procedures adopted by this Commission.





However, the Commission did not authorize Z factor treatment for all unforeseen or exogenous factors.  In D.89-10-031, the Commission also states that:





	“normal costs of doing business (including costs of complying with existing regulatory requirements) or general economic conditions would be excluded as Z-factor items.”





In D.93-09-038, the Commission ordered GTEC to replace the GNP-PI with the Gross Domestic Product Price Index (GDP-PI) commencing with GTEC’s 1994 price cap filing.  In addition, the Commission adopted a productivity factor of 4.6% for GTEC for 1996.





On December 20, 1995, we issued D.95-12-052 regarding the Second Triennial New Regulatory Framework (NRF) Review.  In Ordering Paragraph 4 of that decision, we suspended the application of the GDP-PI minus productivity factor formula used in price cap regulation of GTEC until further order of this Commission or until a final decision is issued in the next triennial review.














Recently, the Commission completed the Third Triennial Review of the NRF program applicable to Pacific and GTEC and issued the following NRF program elements which are detailed in      D.98-10-026:





continuation of the suspension of the inflation minus productivity factor formula ordered in D.95-12-052;





suspension of sharing (including for the purpose of implementing sharing calculations relative to earning floors; earning caps; market-based benchmark and ceiling rates of return; trigger mechanism), effective January 1, 1999;





phase-out of Z-factor recovery until fully implemented for certain adjustments [such as other billing and collection jurisdictional cost shift, $24.025 million annual reduction in GTE’s rates for post retirement benefits other than pension (PBOP); $12.656 million reduction in GTE’s customer notification and education program costs];�





permanent elimination of all other Z-factor recovery and adjustments, effective immediately;





recovery of limited exogenous (LE) factor adjustments under the following conditions:  (1) for Commission mandated cost changes only when authorized in the underlying Commission decision; (2) for recovery of total intrastate cost changes due to changes in allowed cost recovery between federal and state regulators;





criteria for LE-factor recovery shall be the criteria established for Z-factor recovery in D.94-06-011.





GTEC’s 1999 Price Cap Filing





On October 21, 1998, GTEC filed Advice Letter (A.L). No. 8871 requesting billing surcredit changes, to be effective on January 1, 1999, in order to implement the 1999 price cap mechanism and certain LE-factor adjustments.  On November 12, 1998, GTEC filed supplement A.L.       No. 8871A to include a one-time adjustment in OB&C covering the period of January through December 1998 to fully comply with Commission Resolution T-16103 (1998 price cap filing).�  In its A.L. Nos. 8871 and 8871A, GTEC proposes the following revenue adjustments:


-Price Cap Index								 $ 0


 This factor is calculated by using a GDP-PI factor less a productivity factor. This portion of the price cap formula used for GTEC was suspended  by D.95-12-052 and D.98-10-026.





-Post Retirement Benefits Other than Pensions (PBOPs)			($24.025) million


 This adjustment was authorized by the Commission in D.98-10-026, (Third Triennial Review of Regulatory Framework for Pacific and GTEC).





-Interstate High Cost Fund							 $ 2.184 million


 This is an adjustment to reflect the reduced recovery from the Interstate High Cost Fund.  This adjustment is applicable to the local exchange billing surcharge only.





-Other Billing and Collection (OB&C)					($22.566) million


 This is an adjustment associated with the shift in billing and collection expenses from intrastate to interstate jurisdiction as a result of a federal mandate (FCC, Docket No. 80-286).





	TOTAL REQUESTED REVENUE ADJUSTMENT		($44.407) million





To implement the adjustment of ($44.407) million in its revenue, GTEC requests to apply:        (1) 1.94% surcredit to local services, (2) 0.50% surcharge to toll services, and (3) 1.66% surcredit to access services, effective January 1, 1999.�  For a February 1, 1999 implementation date of the above requested adjustments, GTEC proposes:  (1) 2.24% surcredit to local services, (2) 0.60% surcharge to toll services, and (3) 1.68% surcredit to access services.





After GTEC has filed its price cap advice letter filing, the Commission issued Resolution          T-16218, dated December 3, 1998, which ordered GTEC to make a one-time refund to its customers in the amount of $703,000 as a penalty for providing Synchronous Optical Network Transport (SONET) service below-cost.  GTEC requests to include this one-time refund in its 1999 price cap adjustments.  See further discussion below.





NOTICE





GTEC states that a copy of the Advice Letters and related tariff sheets was mailed to competing and adjacent utilities and/or other utilities.  Notices of A.L Nos. 8871 and 8871A were published in the Commission Daily Calendar of October 23, 1998 and November 16, 1998, respectively. 


PROTESTS





Timely protests to GTEC’s 1999 price cap filing were filed on November 12, 1998 by AT&T Communications of California (AT&T) and by the Office of Ratepayer Advocates (ORA).  





ORA’s  protest is limited to GTEC’s failure to include a one-time adjustment in OB&C expenses for the period of January 1, 1998 through December 31, 1998.  In addition, ORA asks the Commission to require GTEC to modify the OB&C adjustments (one-time and ongoing) for year 2000 to reflect the 1998 actual expenses relating to OB&C.  GTEC responded to ORA’s limited protest by filing supplemental A.L. No. 8871A.  Although not protested, ORA also comments on the consistent use of an appropriate GDP-PI index by all utilities regulated under NRF.





AT&T’s protest  raises the following issues with GTEC’s calculations of its OB&C expenses:  cost study methodology, apportionment of expenses across its intrastate services, and calculation of one-time adjustments covering January through December 1998.  In a letter dated November 23, 1998, GTEC responded to AT&T’s protest by arguing against each of the protested issues.





DISCUSSION





Post Retirement Benefits Other than Pensions (PBOPs)





In D. 98-10-026 (the Triennial Review of NRF program for Pacific and GTEC), the Commission discontinued PBOP recovery through the Z-factor at the end of 1998 and authorized GTEC to include in its next price cap advice letter filing an annual reduction of $24.025 million in revenue  Thus in its price cap A.L. No. 8871, GTEC includes an ongoing PBOP adjustment in the amount of ($25.025) million.  GTEC’s PBOP adjustment is consistent with the provision of D.98-10-026 and is adopted.





Interstate High Cost Fund





The Interstate High Cost Fund is administered by the National Exchange Carrier Association (NECA) and is geared in preserving universal service by offsetting the cost of the local loop in high cost areas.  GTEC proposes an increase of $2.581 million in its revenue to reflect the reduction in recovery payment it would receive from the Interstate High Cost Fund in 1999.  GTEC intends to apply this adjustment to local exchange services only.  We adopt GTEC’s adjustment of $2.581 million.





Other Billing and Collection (OB&C)





Cost Methodology





AT&T argues that GTEC’s OB&C cost study methodology fails to show the appropriate shift in OB&C expenses from the intrastate jurisdiction to the interstate jurisdiction.  AT&T explains that in accordance with the fundamental principles of the Part 36 Separation Rules, GTEC should use the 1996 cost data --not the 1997 cost data-- in its intrastate price cap filing to reflect the appropriate shift of costs between the two jurisdictions to yield a zero net effect to the total company revenue requirement.  AT&T notes that GTEC should recalculate its OB&C expense using the 1996 cost data consistent with the corrections submitted with the FCC.   Also, AT&T emphasizes that the OB&C allocation shift cannot be performed properly using 1996 cost data on the interstate side and 1997 cost data on the intrastate side.  Using data received from GTEC, AT&T calculated the impact of the OB&C rule change to GTEC’s intrastate revenue to be  ($10.1 ) million on an ongoing basis and ($15.1) million on a one-time basis.  (AT&T’s calculations are for principals only and does not include calculations for interest.)





GTEC responds that its cost study methodology provides the proper shift in intrastate OB&C expense.  GTEC clarifies that the use of the actual 1997 cost data is more accurate and complies with Commission decisions that require the use of actual data when available.





The Telecommunications Division (TD) staff reviewed both 1996 and 1997 cost data submitted by GTEC.  (GTEC also submitted calculations based on the 1996 cost data per request of the TD staff).  The data submitted by GTEC’s show a reduction in OB&C’s ongoing expense of $8.258 million based on 1997 cost data and a reduction of $9.629 million based on 1996 cost data, (a difference of $1.371 million).





Although the Commission has expressed support for the use of actual data when available in calculating LE factors, the Commission also recognizes the consistency and advantages of adopting the 1996 cost data.  The FCC had ordered GTEC to revise its OB&C calculations using 1996 data.  Further, other NRF utilities (Pacific and CTC-California) have based their OB&C calculations on the 1996 cost data.  Accordingly, we believe that the use of the 1996 cost data serves a reliable measure of the OB&C cost allocation shift from the intrastate to interstate since it is based on the criteria set by the FCC.  In addition, this approach reasonably reflects the result of changes in total intrastate cost recovery following the shift of intrastate OB&C cost allocations from intrastate jurisdiction to interstate jurisdiction.�  Therefore, we adopt a cost methodology based on the 1996 cost data.





Apportionment of OB&C Expenses





AT&T states that GTEC’s cost study methodology results in decreases in some rates and inappropriate increases in other rates.  AT&T adds that GTEC should apply the amount of the shift to the intrastate jurisdiction in equal proportion across all of its intrastate services as other utilities did in their price cap filings, which is consistent with the provisions of D.90-09-084 and D. 91-09-072.


GTEC explains that it applied the old allocation --based on users and message--to OB&C expense and then applied the new allocation based on the prescribed 33.33% for that same OB&C expense.  The difference between the two methodologies does not always cause a decrease within the state jurisdictions in every study area.  GTEC indicates that this exact same method was submitted to the FCC in GTEC’s December 1997 Annual Charge filing - Direct Case Restatement.





The TD staff reviewed GTEC’s calculations on surcharges/surcredits to implement GTEC’s proposed revenue adjustments.  The TD staff notes that although the OB&C expenses are reduced because of the shift of cost allocation from intrastate to interstate, GTEC’s calculations show a decrease in rates (surcredit) for local exchange services and an increase in rates (surcharge) for toll and access services.  The Commission has expressed its concern for this type of customer confusion in D. 90-09-084 (Finding of Fact No. 8).  It is noted too that Pacific, CTC-California and Roseville Telephone Company have all applied an equal proportion across their intrastate services.  Therefore for consistency, GTEC should apply a uniform surcredit to local, toll and access services.





Calculation of One-Time Adjustment





ORA filed a limited protest on GTEC’s failure to include in its OB&C calculations a one-time adjustment covering the period January through December 1998, which was ordered by Commission Resolution T-16103.  In its protest, ORA indicates that once GTEC files a supplement advice letter to include the above mentioned adjustment, ORA will consider its protest resolved.  In addition, ORA requests the Commission to require GTEC to modify its year 2000 price cap filing to reflect the actual OB&C expenses for the year 1998.  GTEC’s OB&C expenses for 1998 were based only on estimates due to lack of actual data.





On November 12, 1998, GTEC filed supplement A.L. 8871A to include OB&C calculations for the period January through December 1998; therefore, ORA’s limited protest is resolved.  Since we are adopting an OB&C cost methodology based on 1996 cost data (as discussed above) and based on this methodology no further adjustment is required to reflect the actual expenses related to 1998 OB&C expenses, no further discussion is necessary to address ORA’s request re modification of GTEC’s year 2000 price cap filing to account for 1998 actual expenses.





In its protest, AT&T states that GTEC incorrectly includes a one-time adjustment in OB&C expenses for the period May to December 1997 which is inconsistent with Resolution T-16103.  In this Resolution, the Commission mentions a one-time refund for the period July to December 1997.





GTEC replies that AT&T is technically correct.  However, GTEC interprets the Commission’s Resolution to be a minimum instruction and not a limiting instruction.  Consistent with our order in Resolution T-16103, GTEC’s 1997 one-time adjustment for OB&C expense should be based from July to December 1997.


In comparing GTEC’s and AT&T’s calculations, GTEC’s total proposed revenue associated with the OB&C rule change total ($22.566) million [($8.258) million ongoing and ($14.308) million one-time adjustments], while AT&T’s total proposed revenue total ($25.233) million [($10.093) million ongoing and ($15.140) million one-time adjustments].  AT&T’s calculations included only principal amounts and were based on 1996 cost data; while GTEC’s included both principal and interest amounts and were based on 1997 cost data.  The staff of TD asked GTEC to submit calculations based on 1996 cost data, including interests, and GTEC submitted the following:  a total reduction of $24.622 million [($9.629) million ongoing and ($14.993) million one-time adjustments].





OB&C Adjustment Summary





Based on the above discussions, we are adopting a methodology based on 1996 cost data and calculations of one-time adjustment in OB&C expenses for year 1997 from July to December.  Thus, we are approving a total reduction of $24.622 million in revenue associated with the change in OB&C rule.  This reduction should be uniformly spread as a surcredit to local, toll and access services.





Price Floors





Neither protests nor comments were received on the revisions to GTEC’s price floors.  Nevertheless, the TD staff reviewed this area to ensure that the price floors were properly calculated.  GTEC applied an inflation factor of 1.01% (using Implicit Price Deflator approach) to its price floor adjustments for 1999.  In some instances, we note that the price floors exceed established price caps.  GTEC, in these instances, maintained the current tariff rates which are at their cap.  (Note that in these instances, GTEC’s price floors and price caps are equal.)  Because D.95-05-047 set forth provisions to address situations when price floors exceed price caps, we direct GTEC to file a formal application to amend its price caps consistent with the provisions of this decision.  Should GTEC experience these provisions are not appropriate at present, GTEC can file a petition to modify D.95-05-047.





In its limited protest to GTEC’s price cap filing, ORA included comments on the consistent use of an appropriate GDP-PI by all utilities regulated under NRF.  We note that CTC-California, Roseville Telephone Company and GTEC used the Implicit Price Deflator approach.  For consistency sake in future price cap filings, GTEC should  continue to utilize the Implicit Price Deflator approach.





Undercharge Penalty on the Provision of Synchronous Optical Network Transport (SONET) Service





On December 3, 1998, the Commission issued Resolution T-16218 to impose a $703,000 penalty on GTEC for providing SONET service at below-cost.  The Commission ordered GTEC to include in its next price cap advice letter filing the penalty associated with the provision of SONET service as a billing surcredit to its customers.





Accordingly, GTEC requests that the above mentioned one-time adjustment be included in its 1999 price cap advice letter filing.  GTEC’s request is consistent with the provisions of Resolution T-16218, and we hereby incorporate the surcredit associated with the undercharge penalty payment.  Thus the total revenue adjustment in GTEC’s 1999 price cap filing is a reduction in the amount of $47.166 million.





Comments on the Draft Resolution





The draft resolution of the Telecommunications Division on GTEC’s 1999 Price Cap Advice Letter was mailed to the parties in accordance with PU Code Section 311(g) on December 21, 1998.  GTEC filed comments on January 5, 1999 and AT&T filed reply comments on January 11, 1999.  GTEC commented on two issues related to OB&C expenses:  the use of 1997 actual expenses and the apportionment of OB&C expenses.  In its reply, AT&T opposed GTEC’s position on the use of 1997 cost data and supported the apportionment of surcredit shown in the draft resolution.





GTEC comments that the use of 1997 actual expenses, rather than 1996 estimates, is legally correct.  AT&T replies that under Part 36 Accounting Rules, the only legally correct way to perform the OB&C expense shift is to use the same methodology and cost data for both interstate and intrastate jurisdictions.  The Commission does not question the legality of the use of 1997 cost data.  Rather, the Commission recognizes the consistency and advantages of adopting the 1996 cost data in calculating the OB&C cost allocation shift from the intrastate to interstate.  GTEC has not mentioned any factual, legal or technical errors in the proposed resolution and merely reargues its position.





GTEC argues that its apportionment of OB&C expenses correctly applies the FCC’s new allocation methodology.  AT&T replies that:  (1) GTEC’s federal filing used 1996 cost data;    (2) GTEC’s federal filing reflected only the “interstate impact”; and (3) FCC did not pass judgment on GTEC’s intrastate methodology.  Therefore, AT&T disputes GTEC’s claim that the FCC has approved its methodology.  In addition, AT&T points out that the exhibit attached to GTEC’s comments is misleading because the application of a uniform surcredit does not yield equal revenue reduction.  Again, GTEC fails to focus on any errors in the proposed resolution but merely reargues its position.








FINDINGS





GTEC filed A.L. Nos. 8871 and 8871A on October 21, 1998 and November 12, 1998, respectively, to implement GTEC’s 1999 price cap mechanism and certain LE-factor adjustments.  In the above mentioned advice letter filings, GTEC requests the following:





	Price Cap Index						 $       0


	Post Retirement Benefits Other than Pensions (PBOPs)	( 24.025) million


	Interstate High Cost Fund					    2.184 million


	Other Billing and Collection (OB&C)			( 22.566) million


		Total Requested Revenue Adjustment		($44.407) million





AT&T and ORA filed protests to GTEC’s price cap filing.





GTEC’s request of an ongoing reduction of $24.025 million in its revenue to reflect the discontinuance of PBOP recovery through the Z-factor at the end of 1998, is consistent with the Commission’s provision in D. 98-10-026.





GTEC’s request of an ongoing adjustment of $2.184 million in its revenue to reflect the reduction in payments it would receive from the Interstate High Cost Fund in 1999 should be adopted.





Due to a federal mandate (FCC, Docket No. 80-286), there was a shift in OB&C expenses from intrastate to interstate jurisdiction.  The FCC ordered GTEC to submit recalculations of its OB&C expense adjustments using the 1996 cost data.  It is reasonable to adopt a cost methodology that shows the change in OB&C expenses from the intrastate to interstate jurisdiction based on the 1996 cost data.





The shift of OB&C expenses from intrastate to interstate results in the reduction of OB&C expenses on the intrastate jurisdiction.  Although GTEC’s calculations for OB&C expenses show a reduction, the reduction in customer rates are applicable only to local services.  The Commission has expressed its desire to avoid this type of customer confusion, and therefore a uniform cost reduction through a surcredit should be applicable to local, toll and access services.  Consistent with this finding, AT&T’s protest that apportionment of expenses across GTEC’s intrastate services should be granted.





The Commission ordered GTEC to include a one-time adjustment in OB&C expenses for the period July to December 1997.  Therefore, GTEC should comply with the Commission’s direction in Resolution T-16103.





Based on the 1996 cost data methodology and on the calculations of one-time refund in OB&C expenses from July to December 1997, the total adjustment in OB&C expenses should be ($24.622) million..





There were no protests to the revisions to GTEC price floors.  GTEC used the Implicit Price Deflator approach in the calculation of the inflation factor of 1.01%.  GTEC should continue to use this approach in its future price cap filings





In its 1999 price cap advice letter filing, GTEC also requests to include a one-time adjustment of ($703,000) to implement the penalty imposed by the Commission to GTEC for providing SONET service below-cost.  GTEC’s request is consistent with the provisions of Resolution T-16218 and should be granted.





The adjustments associated with PBOPs, Interstate High Cost Fund, OB&C expenses and SONET service result in a reduction of $47.166 million in GTEC’s revenue.








THEREFORE, IT IS ORDERED that:





GTE California Incorporated shall decrease its annual revenue by $47.166 million as a result of its 1999 annual price cap filing in Advice Letter (A.L.) Nos. 8871 and 8871A.





GTE California Incorporated shall file another supplement to A.L. No. 8871 on or before January 28, 1999 with the Commission’s Telecommunications Division.  This filing shall implement billing changes reflecting the revenue change in Ordering Paragraph No. 1, applied to a total billing base of  $2.014 billion for local, toll and access services.  The billing change shall be implemented on February 1, 1999.





The revisions to GTEC’s price floors filed in A.L. No. 8871 are adopted and shall be implemented on February 1, 1999.  In instances wherein the price floors exceed the established price caps, GTEC shall file an application to amend the rates for those services, consistent with the provisions of D.95-05-047.








�



This Resolution is effective today.








I hereby certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on January 20, 1998.  The following Commissioners approved it:














__________________________________


WESLEY M. FRANKLIN


       Executive Director











	RICHARD A. BILAS


 	       President


	HENRY  M. DUQUE


	JOSIAH L. NEEPER


	        Commissioners
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APPENDIX A





GTE California Incorporated


1999 Price Cap Filing


Revenue Adjustments


($ in 000s)











�
GTEC Proposed Revenue Impact�
AT&T Proposed Revenue Impact�



Adopted Impact�
�
�
�
�
�
�
Indexing Mechanism�
$0�
$0�
$0�
�
�
�
�
�
�
Ongoing Z/LE Factors �
�
�
�
�
�
�
�
�
�
   Interstate High Cost Fund�
$2,184�
$2,184�
$2,184�
�
�
�
�
�
�
   PBOP�
($24,025)�
($24,025)�
($24,025)�
�
�
�
�
�
�
   OB&C�
($8,258)�
($10,093)*�
($9,629)�
�
�
�
�
�
�
                  Subtotal�
($30,099)�
($31,934)�
($31,470)�
�
�
�
�
�
�
One-time Z/LE Factors�
�
�
�
�
�
�
�
�
�
   OB&C�
($14,308)�
($15,140)*�
($14,993)�
�
�
�
�
�
�
   Penalty (SONET service) �
($703)�
**�
($703)�
�
�
�
�
�
�
                  Subtotal�
($15,011)�
($15,140)*�
($14,993)�
�
�
�
�
�
�
                   TOTAL�
($45,110)�
($47,074)�
($47,166)�
�
�
�
�
�
�
*Principal only.  Does not           include interest.


�
�
�
�
�
**See Resolution Discussion on undercharge penalty associated with SONET service.�
�
�
�
�
�



APPENDIX B





GTE California Incorporated


1999 Price Cap Filing


Surcharges/Surcredit Adjustments to Billing











Effective 2/1/99�
GTEC�
Adopted�
�
�
�
�
�
Local�
-2.28%�
-1.11%�
�
�
�
�
�
Toll�
  0.56%�
-3.27%�
�
�
�
�
�
Access�
-1.72%�
-4.08%�
�
�
�
�
�
�
�
�
�
Note:  Based on the precedent set in Resolution T-15160, final numbers will be calculated by GTEC.  The numbers in the “adopted” column are approximates included for evaluation purposes only.


� The adjustment of ($12.656) million in customer notification and education program costs was included in GTEC’s 1998 price cap filing.





� On December 1, 1997, the FCC determined that GTEC and Pacific Bell had unreasonably calculated cost adjustments associated with the Other Billing and Collection cost allocation rule change, (Memorandum Opinion and Order FCC 97-403, CC Docket No. 97-149).  Consistent with FCC’s directions, the Commission ordered GTEC to reflect in its next price cap filing a one-time refund of the overcollected intrastate amount from January 1, 1998 through December 31, 1998, (Ordering Paragraph No. 6 of Resolution T-16103).


� In the calculation of surcharges/surcredits, GTEC included an adjustment of $300,000.  This adjustment is  associated with the reversal of the one-time impact of the replacement of Contel’s Rule 14 with GTEC’s Rules 18, 19 & 26 in the former Contel service area.  A reduction of $300,000 was part of GTEC’s 1998 price cap adjustments.


� The use of the 1996 cost data is also consistent with the Commission’s Findings of Fact No. 58 and Conclusion of Law No. 14 in D. 98-10-026 (Third Triennial Review of the Regulatory Framework for Pacific and GTEC) which emphasized that the limited factor (LE) mechanism includes cost recovery “as a result of changes in total intrastate cost recovery resulting from changes between federal and state jurisdictions.”





Resolution No. T-16263		January 20, 1999


AL NOS. 8871 & 8871A/NYG
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