
A1.J/CLF/jt H-1 

• 
88 00 0 SEP'28 1988 ri:i·6)::(run~r r;I n 

Decision ~ SS t.0jJJ~~Uu\jbJI1 

• 

•• 

BEFORE ~HE PUBLIC ~ILITIES COMMISSION OF THE S~ATE OF Cl~IFORNIA 

In the Matter of Alternative 
Regulatory Frameworks for Local 

) 
) 
) 

--------------------------------) ) 
Exchange Carriers. 

In the Matter of the Application 
of Pacific Bell ('0 1001 C), a 
corporation, for authority t~ 
increase intrastate rates and 
char9'es applicable to telephone 
servlces furnished within the State 

) 
) 
) 
) 
) 
) 
) 

--------------------------------) ) 
of california. 

Application of General ~elepllone ) 
Company of California. (0" l002 C), a ) 
california corporation, for authority) 
t~ increase an4/or restructure ) 
certain intrastate rates and charges ) 
for telephone services. ) 

-----------------------------------) 

And Related Matters. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

--------------------------------) 

I.S7-1l-033 
(Filed November 25, 1987) 

Application 85-01-034 
(Filed January 22, 1985: 
amended June 17, 1985 and 

May 19, 1986) 

Application 87-01-002 
(Filed January S, 1987) 

I.85-03-078 
(Filed March 20, 1985) 

OIl 84 . 
(Filed December 2, 19S0} 

C.86-l1";028 
(Filed November l7, 1986) 

I. 8.7-02-025-
(Filed February 11; 1987) 
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INTERIK OPINION ADOPTING MODIFIED 
PRASE I SEtr'~ IN I,87-11-0~~ 

In Decision (D.) S8-0S-059 issued August 24, 1988, we 
examined a settlement which was reached by many of the parties in 
Phase I of Investigation (I.) S7-11-033. This settlem.ent would 
allow limited downward pricing flexibility for local exehange 
carriers' vertical serviees, centrex services, and high speed 
digital private line serviees, and would' extend interim. guidelines 
for special eontracts developed for Paeific Bell (Pacifie) to all 
local exchange carriers. Competition in intraLATA high speed 
digital private line services would also be allowed subject to 
certain conditions. 

We found in D.88-08-059 that the general structure ancl 
most of the major provisions of the Phase I settlement are 
reasonable, but that several factorsprevent'adoption:of the 
settlement. As a result, we proposed a nUlDber of modifications to 
the settlement,. and concluded that the, modified Phase I~ settlement, 
contained in Appendix A of D.88-08-059 would be reasonable and, in ' 
the public interest if agreed to by the parties. 

Since the' settlement as entered 'into by the'parties 
provi4es that its terms shall not become effective unless the 
signatories agree to any 'modifications or eonditions proposed' by' 
the Commission, we asked parties to the, settlement to indiea.te . 

" ' 

whether the revised settlement is aceeptable to them. The parties, 
were required ,.to make a joint filing by September 7, 198a (later 
extended to september. 9, l.988 at the request of! the Division· of! 
Ratepayer Advocates CORA» in whieli they were" to eonvey whether' the '" ' 
proposed modif!:ieations are acceptable. 

§'tmmarv of the Parties" ReGOnses' 
DAA~iled,the' joint response as required by D.88-08-059 

on september 9, 1988. It reports that all but oneo~ the 
signatories to the Phase I settlement"· aeeept the modifiea.tions:, 
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proposed in 0.88-08-0$9. Bay Arca Telcport (BAT) alone docs not 
agree to the modifications. AT&T Communications of California, 
Inc. (AT&T) also conditions its acceptance on certain 
understandings of the modified settlement, as discussed below. 
Other parties also comment on various aspects of the proposed 
modifications. 

In declining to join in the modified settl~ent, BAT 
contends that the Commission has essentially withdrawn those items 
in the settlement which were of benefit to BAT and other 
interexehange carriers and, as a result, the modifiedsettl~ent 
would make it tar less likely that competition can successfully 
develop in california's intraLA'rAteleeom:munications marketp-lace. 
BAT subm.its that the workshops 'provided by the expedited 
application process adopted in the modified settlement will not Pc' 

productive, and that the Commission WOuld have done better simply 
tC>' accept or reject the original settlement. BAT' concludes that 
the Commission Should now return to Phase I and identify the 
services subject to competition before commencing Phase II of the 
investigation. 

AT&T accepts the modified settlement conditioned on 
Commission endorsement ofAX&T's current understanding regarding 
two aspects of its il'nplementation. First, AT&T finds unacceptable 
the fact that the mOdified settlement did not impose a deadline by 
which Pacific, in particular, must file proposals to restructure , 
its centrex and PBX tariffs. AT&T, conditions ,its acceptance of the:, 
modified settlement on Pacific tiling a comparable element for 
centrex and PBX tariff schedules t~ be effective on or before 
January 1, 1989. According toA'r&T', Pacifi~ ~s informed AX&T that ~,: 

it intends to make such atilinq. AX&~ states that the tariffs o~ 
GTE california Incorporated (GTEC) , are' sufficiently, comparable with . 
respect to equal pricinqof common elements so' that AT&T' would not 
reject the modified settlement'based on GTEC's tariffs • 
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second, AT&T asks tor assurance that competition and 
local exchange carrier pricing· flexibility for intra~A hiSh speed 
digital private line services will be~implemented concurrentlyl 
and that the applieations for intraLAtA authority ~y certificated 
interexchange carriers will only be subject to an exam1nation tor 
consistency with 0.88-08-059. AT&T· states that it cO\lld not 
continue to support pricing flexibility for these services if the 
Commission envisions other substantive public convenience and 
necessity issues that could deny adequate competition. 

Although not a condition of acceptance, ~&T als~ 
requests reconsideration of the Commiesion's refusal to grant 
confidential treatment of special contracts. If the commission 
reaffirms that it cannot legally refuse to allow interested parties 
to review contracts., AT&T asks alternatively that such parties be 
required to execute a proprietary 4qreem.ent,. which would at least· 
provide some measure of protection .. 

While not rejecting the ~ettlement, Mex conteststbe 
conclusion in 0.88-08-059· that.Public tTtilities Code Section lOOl 

requires a separate application by certificated interexchanqe 
carriers to provide intraLA'I'A high speed digital. priva.te line 
services. MCI argues alternatively ~attheCommission coUld grant 
intraI..ATA authority-to MCI without turther filings on· MeI's part 

. . 

based on MCI's request in its initial application for authority to ,. . 

provide intercity (instead of inte~A) .service on a statewide 
basis wi tbout regard to. Cjeographic or other boundaries. 2' 

1 Mel: Telecommunications corporation. (MeI), '0'$ Sprint 
Communications Company ('OS Sprint), and DRA. j.oin M&'1: in this 
request,. but. de> not :m.alce this a c:onditionot ·their acceptance of . 
the modified settlement. 

. . '. . . 

2 Mel f:tled.its.applieation before LATAswerecreated • 
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Contel of california, Inc. (Contel) accepts the modi~ied 
settlement but reiterates the caveats in the original settlement 
that the settlement would not be viewed as a precedent or as 
representative o.f any party's position regarding underlying 
principles, nor restrict any party's right to request alternative 
regulatory treatment in the tuture. 

DRA expresses several concerns with the manner in which 
we processed the settlement, Win a spirit o.fhelpful comment and 
assistance in handling future settlement proposals." DRA·asserts 
that commissionchanqes to- a settlement such as those proposed in 
O.88-0S-059 could discourage parties fro~ entering into- settlements 
in the future. It complains that the chanqeswere made without 
benefit o.f an eviclentiary proceeding or the participation of the 
parties to. the settlement. 3 In ORA's view, the commission"s 
action appears to. be. in direct c:ontlict with the previously stated 

policy that .. (W) e accept, in basic fairness to the settling 
parties, that a settlement which was negotiated as a package should. -
be considered as an indivisible whole. w (0'.88-04-059, mimeo-.·· 
p. 13.) 

ORA sUbmits that, if the Commission wishes t~ encourage 
settlement ag:reements in the future,. it should not chanqe the terms. 
o.f a settlement unilaterally. ORA urges the coJlimission to- convene· 
workshops or hearings'with interested parties incases where it 
does not understand or accept settlement provisions. otherwise, 
DRA believes the settlement process will be Abandoned. 

DR1\. also. expresses co.ncern' that the passage ot allno.st 
five mo.nths between filing of the settlement and Commission action 
in 0.88-08-059 could adversely affeettbe possrbility of future' 

3 US Sprint similarly contends that 0.88-08-059 does. not allow 
an ad.equate notice and.· comment procedure on the proposed 
modifications. . 
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settlement negotiations. In its view, this period of time could 
have been used by the parties to refine the settlement or hold 
hearings. 
Discussion 

As a preliminary matter, it has come to our attention 
that two parties should be added to the list in D~S8-0S-059 of 
parties joining in the Phase I settlement: the County of Los 
Angeles and Telephone Answering Service of california (TASC). 

Before we address the responses of BAT and, AT&T regarding
the substance of moditi,cations we propose to the Phase I 
settlement, we believe it useful' to discuss DRA."s concerns with the 
process by which we reviewed and responded to the settlement. 

ORA characterizes the proposed modifications as 
unilateral and in apparent conflict with the policy set in 
0.88-04-059 of treating a settlement as a Whole. We disagree.. We 
examined the settlement and the extensive comments and reply 
comments and, after much careful thought,. concluded that its 
shortcomings were such that the settlement, as a whole, must be 

rejected. 
In evaluating what steps to- take next, we considered -

options such as a simple rejection~ workshops, or hearings, along 
with the route we chose of proposing a set ot modifications. which 
would result in a regulatory package acceptable to us. In other 
situations we might well 90 another route.. It was our view tb.at, 
given the time already consumed by. submission of the settlement -and 
the comment proeess,4 the chosen approachwould.best meet our 
goal ot providing timely implementation of regulatory changes which 

4 We note that comments and reply comments on the settlement 
were tiled by May l7, 198'8:. However", the restruc:turingot the' 
proceeding proposed by DRA in mid-June and discussed-in a later 
Joint Assigned Commissioners' Ruling entailed 'concomitant. changes· 
in the settlementradditional comments were received in late, July • 

.. 
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are needed in the current market. In providing an opportunity for 
parties to accept or reject the alternative settlement, we"believe 
that our approach adequately protects the parties' due process 
interests, is fair to the settling parties, and is fully consistent 
with 0.88-04-059. 

We turn now to issues raised by the parties regarding the" 
substance of the proposed modifications. AT&T" attaches certain 
conditions to. its acceptance of the modified settlement. It wants 
assurance that Pac.ific will file an application to- provide a 
comparable element in centrex and PBX tariff schedules in time so 
that new tariff schedules can be effective on or before January 1, 
1989. In a September 23, 1988 letter to. the assigned 
administrative law judge, Pacific has confirmed that its current 
intent (assuming the modified Phase I settlement is adopted) is. to 
make such a filing by October 25-, 1988. This should permit a 
decision to be reached within AT&T's requested time frame if the 
application does not require' hearing • 

AT&T also asks. that we specify tha~ competition and local 
exchange carrier pricing flexi))ility for intraLATA high speed 
digital private line services will be implementec1 concur:rently.' It 
further requests that we ,commit that the only issue-in applications 
for intraLAXA authority by certificated interexchange carriers to 
provide'these services will be whether they' are consistent ,with, ' 
D.88-08-059. In that decision, we recognized that interexchange 
carriers' applications for authority within the scope' of the 
adopted' settlement should be processed: quickly; we also expressed 
an intent to-coordinate the' effectiveness of any authorization: ' 
granted for intra~A competition'with the effectiveness of changes 
in the local exchange carriers' tariff schedules. Evidently, such: 

~" I' 

assurances are not aclequateto ease AT&T's mind. 
With today's. adoption of the modified settlement with its' 

provision that competition for intraLA1'Ahigh' speed. digital. private' 
line services 'is permitted, we see no difference in the issues in 
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an application for authority to provide this as opposed to any 
interLATA telecommunications service. A certificated interexchange 
carrier whose ability to render service has not substantively 
deteriorated since it received its interLATA certificate of public 
convenience and necessity (CPCN) should encounter no obstacle to 
speedy receipt of an intraLATA CPCN if its application is in full 
compliance with the requirements of our RUles of Practice and 
Procedure. Since the assurances in D.88-08.-059 do, not appear to be ' 

adequate to AT&T, we will agree, as suggested by MeI, to both take 
action on all conforming applications filed no later than 
october ll, 198.8 by currently certificated interexchanqe carriers 
and make any resulting authorizations effective coincident with the " 
effectiveness of local exchange carrier pricing flexibility for 
intraLATA high speed digital private line services which is 
authorized as a result of the modified settlement. This is fully 
consistent with the modified settlement. 

AX&T and MCI repeat prior arguments regarding the 
lawfulness of portions of the original settlement allowing 
confidential treatment of special contracts and provision of 
intraLATA services without further ,certification' of interexehange 
carriers. Their arguments are not' convincing. We note that, while" 
MCI is correct that it requested intercity authority in its 
original application, it did not request' intra9ity authority, which 
would also be included in the intraLATA authority now at issue.. We:: , 
confirlll our earlier, conclusion that MCI must file a new application; , 
for intraLATA authority. 

BA~ alone of the parties to the Phase I settlement 
declines to. join in the lDodifiedsettlement,. based on its view that, 

interexchange carriers lost most of their benefits inherent in the' ,. 
settlement negotiated by the parties. ,We note,. however,. that all, 
the other interexehange carriers agreed to the proposed 
modifications.; evidently they f!nd that the' modified settlement is " 
still in their interest. In light of the acceptance of the 
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proposed modifications by all the other parties to the settlement, 
we do not find BAT's opposition SUfficient to outweigh the benefits 
to be gained by adoption of tho modified settlement. In addition, 
BAT will have a forum in Phase II, as provided in 0.SS-08-024, to 
raise the issues it now urges the Commission to, consider in a 
reopened Phase I, i.e., the identification of services Subject to 
competition. 

One minor change to. the modified settlement is needed. 
Because this decision was not issued in mid-september as 
anticipated in 0 •. SS-OS-059, the filing date for Paeific's and 
GTEC's applications to restructure high speed digital private line 
tariffs should be changed to, Oetober 5, 1985. Theassi911ed 
administrative law judge may, on motion and for good cause, extend 
this filing deadline. 

We wish to reiterate that in 0.8S-08~059 we made three 
types of chanqes to- the oriqinal settlement reached by the parties: 
(1) those needed to. make itlawtuli (2) changes to reflect 
restructuring of the proceedingi and (3) minor changes.. to. clarity, 
:m.ainULin consistency ~ong the sections, and: eaSQ implementation of 
the settlement. Changes of the first two types were' discussed 
explieitly in 0.S8-08-059. However, many- of the numerous changes 
of the third type appeared only in the proposed modified settlement 
in Appendix A. We wish to. emphasize- that changes of the third type , 

were meant to. be nonsubstantivei we do· not view them as changing 
the intent of the original settlement. 

Based on' our discussion and findings herein and in 
0.S8-08-059, we conclude .that the modified settlement in Appendix A; 
to this decision,. which is identical to- that in 0.88-08-059 except" 

o • , J 

for the o~e changed filing- date, is reasonable and.in. the public 
interest and should be- adopted. BAT will not' be considered a party , 

to the adopted settlement • 
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Firutings of net 
1. 'I'he County of Los Angeles and TASC joined in the Phase I 

settlement. 
2. BA'I' declines to join in the moc1ifiec1 settlement proposed 

in O.88-08-0S9, but in light of the acceptance of the proposec1 
modifications by all other parties, its opposition is not 
sufficient to outweigh the benefits to be 9ained by adoption of the 
modified settlement. 

3. AT&'I' conditions its acceptance of the settlement on 
Commission agreement with AT&T's current understanding regarding 
two aspects of its implementation. 

4. All parties to the Phase I settlement other than BAT' and 
AT&T accept the modified settlement. 

S. Pacific states that it intends to tile an application 
\ . 

addressing a comparable elelZlent for centrex and' PBX by October 2$, 

1988, barring unforeseen circumstances. This should,per.mit a 
decision to be reached within AT&T's requested timeframe it the 
application does not require hearing'. . , 

Conclusions o( Law, 
1. Competition to provide intra~A high speec1 digital 

. . 

private line services as provided in Appendix .A is in the public 
interest and should be authorized. 

2. It is reasonable to. coord'inate the' effectiveness of MY 
authorization granted to provid~ intra~A high speec1c1igital 
private line se,rvices with the effectiveness of localexcharige' 
carrier pricing flexibility for such services. 

3.. The terms of the modified settlement in Appendix A. to' 
this decision are reasonable and in ~e'public interest and should' 
be adopte<;. . • 

4~ The local exchange carriers should tile applications in 
expedited application, dockets to restructure' tariff schedules for 
high speed· diqi tal. private line services. Pacific'· and G'I'EC, should. 
tile such applications no later than: October 5, 19Se • 
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5. In order to provide timely implementation of regulatory 
changes needed in the current market, this order should be 

effective today. 

r.r XS ORDERED that: 
1. The modified Phase I settlement in Appendix A to, this 

decision is adopted. 
2. Local exchange carriers are authorized to, file advice 

letters (for public floors) or flexil:>le pricing letters (for 
nonpublic floors) to request rate flexibility for vertical services 
and centrex services, as provided in AppendixA. 

3. Local exchange carriers are authorized to- file 
applications in expedited application dockets to restructure tariff 
schedules tor centrex and PBX services, as provided in Append~A. 
Applications shall comply with Rules 2' through a, 150, and 16 of the '., 
RUles of Practice and Procedure and shall include proposed tarif:r 
schedules. Copies of the applications. shall be ,served: separately 
on the Commission's Advisory and compliance Division (CACO), the 
Division of Ratepayer Advocates (ORA), and Legal Division, and 
shall contain or have attached cost support and workpapers. Copies 
of the applications shall also ~'served on all parties in 

, . 
Investigation (I .. ) a7-11~033and on anyone requesting such serviCe. 

4. Local exchange carriers are authorized: to change the " 
rates or charges for services for which pricing' flexibility is 
implemented ~y letter to- CACD (tor public', noors.) or advice letter 
(for nonpublic :floors), as provided in AppendiX' A .. 

s.. ,Local exchange carriers. shall, tile applications in 

expedited application dockets te>,restructure:h.iqll speed digital 
private line services. Pacific Bell (Pacific)' .and G'1'EC' california' ' 
Incorporated (G'rEC) shall, tile suCh applic:ations:nolaterthan 
october s., 19S5:. Local exchange· carriers are, also- authorized, to-

1,-·· '. 
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request Qe~ver~ging ~nQ pricing flexibility for these services in 
their applications, as provided in Appendix A. Applications shall 
comply with Rules 2 through S, lS, and 16 of the RUles of Practice 
and Procedure and shall include proposed tariff schedules. Copies 
of the applications shall be served separately on CACD, DRA, and 
Legal Division, and shall contain or h4'1o-e attached cost support and 
workpapers. Copies of the applications, shall also, be served on all 
parties in I.S7-11-033 and on anyone requesting such service. 

~. Local exchange carriers are authorized to'negotiate 
discounts for specific centrex customers after they have received 
approval for centrex pricing flexibility with a public floor, as 
provided in Appendix A. The requirement in General Order (G.O.) 
96-A that commission approval be obtained is waived for such 
special contracts. 

7. Competition for intraLATA high speed digital private line 
services is authorized, as provided in' Appendix A. AT&T' 

communications of california, :tne.(AT&Tl, is authorized to request' 
intra~A tariffed pricing flexibility for these services. other 
carriers which request and receive certificates of public 
convenience and necessity are authorized to change tariff ratE's and 
conditions by advice' letter on 5 days' notice' without cost support'. 

e. Section X.8, of G.O. 96-A is amended ': and Section X. Cis ' 
added for telecommunications ,utilities as follows: , 

B. , Govermaenta1 Agencies. Notwithstanding the 
provisions contained in subsection A hereof, a, 
public,utility of a class specifiedlierein, 
except telecommunications utilities,. may, if it 
so desires" furnish service at, free or reduced 
rates or under concii tions. otberw:i.se departing 
from its tiled tarit! schedules· to the united 
S,tates and to its departments and to the State 
.of california and· its political subdivisions 
and municipal corporatioDS,- inclUding the 
departments'thereof; and' to public fairs and· 
celebrations. Tbe utilitysh411promptly 
advise the Commission thereof by Advice Letter 
and~ where a contract· has 'been entered into, 
submit tour copies of such contract, and Advice 
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Letter for filing. The commission may, in an 
appropriate proceeding in the exercise of its 
jurisdiction, determine the reasonableness of 
such serviee at free or redueed rates or under 
conditions departing from its filed tariff 
schedules. This subsection shall not be 
construed as applicable to contracts for resale 
service .. 

C. EJlergency Service. Under emergency 
conditions, such as natural disasters and war, 
a telecom:munications utility may provide 
service to· government agenCies, as defined in 
section X.S above, at free or reduced rates or 
under conditions departing from its filed 
tariff schedules without prior commission 
approval. The telecommunications utility shall 
promptly notify the commission thereof by 
Advice Letter. The Commission may, in an 
appropriate proceeding in the exercise of its 
jurisdiction, determine the reasonableness of 
such service .. 

9. Local exchange carriers are authorized to enter into 
special contracts according to the quidelines in Appendix A. Each 
local exChange carrier shall serve its first advice letter filinq 
requesting approval, of a special contract on all parties in 
I.87-11-033 and shall include a statement that subsequent filinqs 
will be made available upon request. 

This order is effective today .. 
Dated . SEP 2S 1985' . at San Francisco, california. ... .. ". 
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APPENDIX A 
Page 1 

AdQPj;<:d Moditied Pha~ X S§tl:lement 

x. General PrQYj.sions 

A. Applicability 

This document is applicable to- all local exchange carriers (LECS). 
'!'he Commission may determine whether to-continue or .a:mend' the 
procedures described herein in a subsequent phase of Investiqation 
(I.) 87-11-033- or in the supplemental rate desiqn proceedinq .• 

~ ~9ntidentiAlttv Prpvisigns 

An LEC may request confidential treatment of advice letter 
proposals, flexible pricing proposals, nonpublic floor rates and 
charges, submitted cost data, and responses to- data requests,. and 
must substantiate such requests. '!'he parties te>, the settlement 
(except the Division of Ratepayer'Advocates (ORA» must execute' 
protective agreements to obtain this i~ormation. 

c. Notice 01) Daily CAlendar 

Notice of advice letter filinqs, flexible pricing letter filinqs, " 
applications in an expedited application docket, and letters to the 
Commission's Advisory and' Compliance Divis;i:on (CACD) providing: , 
notification of rate chanCJes between caps and' public floors"will 
appear on the Commission's Daily Calendar. ' 

D. Rate flexibility 

'!'he rate flexibility described herein is authorized for, but not· 
required of, all LECs., An. LEC may file an advice letter (tor 
public floors.) or a flexible pricinqletter (fornonpublic floors) 
to request rate flexibility for vertical services or centr~ 
services, and may file an application in an expedited application 
docket to request rate flexibility tor high speed digital private 
line services. (The expedited application docket procedure will 
also be used to- restructure tariff schedules for centrex and 
private line high speed digital services" as. discussed in Section 
III and Section IV of this. doewnent _) 

Rates may vary between a cap, which is the ra.te in effect when the 
request for rate flexibility is approved unless' fUrther commissi.on'': 
order provides otherwise, and a floor." '!'he LEe" may request "either 
a public or nonpublic floor" and' may request. bOth public 'and ' 
nonpublic floors for, centrex and high, speed digital private-line 
services. ' , , " 
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APPENDIX A 
Page 2 

The cap, the tariffed rates and charges, and any public floor shall 
be filed with the Commission and included in the LEC's tariff 
schedules. 

The provided cost support must be either a direct embedded cost or 
fully allocated embedded cost analysis, at the LEC's discretion. 
All floor rates and charges will be set at or above these costs. 

To the extent that costingmethodoloqies. and/or cost data are 
relied upon in establishing pricing flexibility, the use ,of a 
particular methodology or cost'data should not be construed to be a 
finding that the data or methodology is appropriate' or sufficient 
for purposes of other proceedings or filings absent a Commission 
order explicitly adopting such'methodology andlor costS'. 

If a local exchange carrier proposes t~ implement pricing. 
flexibility for any jointly provided se:rvice, it shall clearly 
state this in its filing and. shall explain how billing 'for such 
services would be performed. 

The general procedures for advice letters, flexible pricing 
letters, and applications in expedited application dockets are set 
forth below. Any additional requirements unique to- a specific 
service are included in later sections of this document. . 

1.. Myice Lettex: Ulings 

Advice letter filinqs shall be used to establish pricing 
flexibility tor vertical services and centrex services when public', 
:floors are requested, and for centrex services when both pUl:>lie and·, 
nonpUblic floors are requested. ' 

An LEC must submit an advice- letter proposal. containing the. cap, 
initial rates or charges, floors, proposed tariff schedules, and ,I 

cost support: to CACD. Notice of submittal of the proposal shall be) 
provided.to all parties in I.e7-11-03~atthe.time of submittal to 
CACD. Parties-:may request copies of, the ~roposal and supporting ,', 
cost clata. either before or after the sUbm:Lttal is. made. 

The LEC :must respond within S. working days to- written or oral data 
requests by the commission staff, and,to-written,datarequests,by 
other parties.. Parties may request, copies otdata requests and 
responses. either before or after the submittal is- :made. 

After review,· CACD will indicate to the LEe' it the proposal is 
suitable for filine;. It' so, .. the LEC may :tile an advice letter, 
which :must be served on all 'parties' in 1.87-11-033 in co~omanc:e 
with the provisions of· General Order (G.O.) 96-A, Section' 
III.G.l - 4 • 

, , 
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Parties may file comments or protests on the advice letter filing 
within 30 days of the filing. The LEC has 10 days to' respond to 
comments or protests. 

CACD will recommend to the Commission whether the advice letter 
should be approved. A Commission resolution is necessary for the 
revised tariff schedules to become effective. 

2. Vexib1e Pricing Letter lilin9.#! 

Flexible pricing letter filings shall be used to establish pricing 
flex:i,))ility for vertical services and. centrex services when only 
nonpublic floors are requested. . 

This procedure is identical to, that, for advice letter filings, 
except that the term 'flexible pricing letterw will be, used.. The 
Commission resolution authorizing the cap and floor will not state 
the floor rates and charqes. . 

If an LEC requests a nonpublic floor in either an advice letter 
filing or a flexible pricing letter filing,. the LEe will detail the • . 
requested role of the nonpublie floor and will address both the, 
lawtulness of its request and why nonpublic floors would :be in'the' 
public interest .. 

3. EXpedited AppliCAtion Q.ocket ~edure 

Applications filed in an expedited application docket shall be used .•• 
to establiSh pricing flexibility for hiqh speed digital private 
line services and for restructuring of tarift· schedules for centrex'· 
and hiqh speed digital services. 

An application, titled Expedited Application Doeket,. will be filed. ' 
in oriqinal and 12 copies with the Commission's Docket Office_ ' 
Each application will receive a separate number, preceded :by the 
prefix HEAD.A" . 

, ' 

~e application shall comply with Rules 2 through 8,. 1S., and 16 of 
the RUles of Practice and Procedure (e.q.,. si9D8.ture, verification, 
and format) and. shall include proposed tariff' schedules. 

It an LEe ·proposeschanqes to tariff schedules'tor its hiqh,speed . 
digital services, it shall'include' a comparison of rat~s for 
private line and specialacceas services and· a diseussl.on of any 
perceived tariff shopping problems.. . .' '. . 

If the LEe requests pricing flexibility for high speed digital 
private line services, the application shall contain. the cap, the' 
initial rates and charges, and, unless con~identiality is 
requested, the floor rates • 
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copies of the application shall be served separately on CACO, ORA, 
and Legal Division, and shall contain or have attached cost support 
and workpapers. Copies of the application sball also be served on 
all parties in I.87-11-033 and on anyone requesting such service. 
unless the LEe makes a claim of confidentiality, the application 
shall contain the cost support and a statement that workpapers are 
available on request. 

A workshop will automatically be set And noticed for the first 
TUesday not less than 27 days after filing~ or as soon thereafter 
as possible if this requirement would schedule more than one 
workshop for applications made in an £AD docket on the same day. 

The application will be assigned. to- an aclministrative law jud.gewho 
will act as workshop moderator and to a Commissioner. 

Protests or comments may be filed 20 calendar days after the 
application is filed. Protests must request the opportunity to" 
c;tUestion the LEC about the application and must set out disputed. 
l.ssues of fact to be explored at the workshop,. For protests that, 
request evidentiary hearings, good cause tor the he~ing must be 
shown • 

All other responsive pleadings (e .. g." -answers to protests and 
requests tor further discovery) may be made either in writing 
before the workshop or orally at the workshop and, if necessary,' 
argued at that time. 'l'he LEe. shall respond within .s workingd.ays. i 

to either written or oral data request$. by the commission staff, and. ,I 

to, written data requests by other parties. Parties may request 
copies of all data requests and responses. 

The LEC shall produce a knowledgeable person. to explain the 
application and answer.questions about it at the workshop. The 
workshop- moderator may accept ,written or oral statements by . 
workshop participants.. The moderat'or may.· also require the 
applicant to file any add.itiona~ documentation or explanation 
necessary tor the commission to reach an informed opinion on the 
matter at issue. 

Workshops will ordinarily' be limited, to- a sinqle day, and will. be 
reported •. Facts disclosed at the workshop are priv11eged.Except, 
by agreement,. they shall not be used against participating' parties;. , 
before the commission or elsewhere,. unless proved by, evidence. other, 
than that employed in disclosing such tacts. ' . 

If there are no protests to- the' application and CACO does not 
request a workshop,. the workshop will be cancelled' and an ex parte 
ord.er will be prepared and placed on the' Commission's a9encla • 

" 

" 
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At the close of the workshop, the moderator will confer immediately 
with the assigned Commissioner if it appears that the matter is 
$u~~ieiently controversial to warrant the regular hearing process. 

If the matter is ready for decision at the close of the worksho~, 
it will be placed on the next public agenda and a draft decision 
will be prepared. Since no hearing has been held, no witnesses 
sworn, and no testimony taken, the· proposed decision will not be 
circulated to workshop participants for comment prior t~ Commission 
action. 

Rule 76.51 et seq. respecting compensation shall apply t~ the 
Expedited Application Docket. 

.... Rate ChAl)9'e:r 

If an LEe has received approval of· pricing flexibility, the LEe may 
change the rates or charges ~tween the authorized cap and floor as 
follows: 

Public Floor. The LEC shall provide a letter 
to CACD, with tariff sheet revisions attached. 
For a rate or charge increase, the. LEe must 
provide at least 10 days' notice (30 days' 
notice for vertical services) to. all affected. 
customers and the new rates and charqeswill 
become effective :1.0 days (30 days for vertical 
services) following s~mittal t~ CACD. This 
procedureals~ applies if both a public floor 
and a nonpublic floor have been established for 
centrex or high speed digital private line' 
services. 

Normublie Floox.:. 'rhe LEe shall make an advice 
letter ~ilinq as provided by G.O.96-A. No 
proposal is required before filing the advice 
letter. 

xx. Ve¢ic;a1 Seryices 

A. Detinit:i9DS 

For purposes of this doeum.ent verticalserviees are limited t~ the ' 
:following existing services as presently ·de:fined 1n the LEes' 
tariff schedules: 

call waiting 
call Forwarding 
BUSy· call Forwardinq 
Busy Call Forwardinq--Extended 

. ~ , 
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Delayed Call Forwardinq 
~hree-Way Calling 
Speed Calling in all forms 
Intercom 
Direct Connection in all torms 
Call Restriction in all forms~ except 976 blocking 
call Hold 
Call Pickup-

B.. EX:.iei.ng neribility 

All customers receive the tariffod rates and charges. ~he 
procedure for receiving pricing flexibility and implementing 
subsequent rate changes is set torth in Section I.D of this 
docwnent. 

c. JIonitoring 

Upon filing flexible vertical services tariff schedYJles~ the LEC 
shall track on ~ monthly basis in-service,and inward movement 
vol'Wlles# recurrinC] and non-recurring billings; and recurring and 
non-recurring-costs for each vertical service offered. The LECs 
shall propose a method for determination ,of such costs in' their 
filings requesting rate tlexibility. All the above information 
shall be retained by the LEC for S years and: shall be provided to 
the commission and/or the commission statt upon request. 

XXX - centrex seryica:=§ 

A. Definition 

For the purposes ot this document, the term *centrex* will apply to-: 
the Centrex service Of. Pacific Bell (Pacific), or any other similar: " 
service of anLEC. 

B.. PBX 'lrunlc' BJ[te§ 

,_ This- section is' applicable only to- LECs which apply for and are 
granted pricing flexibility for centrex as provided in this 
document. 

In measured rate exchanges, PBX customers will have the option to 
order either the PBX trunk at the established tariff rates and' 
charges,. or single-line business service plus. DirectIn~dDialin9'; 
Cat established tarittrates and-charges) it the capabilities of 
such service meets the c:ustOJDeZ:'S needs • 
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An LEC may propose a unified tariff for a comparable element for 
centrex and PBX in an application filed in an expedited application 
docket: alternatively, an LEC which has ~een granted pricing 
flexibility for centrex services must do so" in the supplemental 
rate desiqn proceeding. 

c. Pricing Flexibility 

In its filing requesting pricing flexibility, as provided in 
section I. 0 of this document" an LEC may propose discounts for 
centrex services base4 on its incurred costs, including discounts 
~ased on the number o·f features, the nwnber of centrex lines, the 
cost of loops, and the length of the contract. An LEcmay propose 
loop deaveraging, in an application filed .in an expedited 
application docket or in the supplemental rate desiqn proceeding. 

No suCh discounts shall allow. the total price ~ line for the 
centrex service t~ fall below the sum of the s1ngle-line business 
service rate and the multi-line End-User CUstomer Access Line 
Charge (EtJ'CL). Any discounts for any centrex feature which 
incorporate an EUCLas part of the rate for that feature cannot 
discount the EUCL portion of the rate. 

If the LEC's centrex rate per line is at or is established by the 
commission at a rate less than the sum of the appropriate flat or 
measured single-line business service rate and the EUCL" the ' 
centrex rate per line may remain at this level, notwithstanding the, 
~ve provisions. However, in 'this ease there: shall be no. pricing 
flexibility for the centrex service unless future" rate changes 
place the centrex rate per line' above the sum of the appropriate 
flat or measured ,single-line business service'; rate and the Et1CL.· 

A tariffed level of eaCh discount shall be, maintained. An LEC '!!JaY·. 
request public and/or nonpublic floors for these discounts in its . 
filing for centrex pricing flexibility. . 

If an LEc'has received approval for centrex pricing flexibility , 
with a public floor, the LECmay also-negotiate the discounts, 'for a: 
specific customer. Any negotiated, discount, for each discounted 
element must tall within the Commission-established band applicable 
to- the customer. The service agreement that is negotiated must 
show each -discount separately. Such' a. service agreement is. a 
special contract and must be tiled: with CACD, and made available tor: 
public inspection; however, an LEe is not' required to- seek 
COmlllissionapprovalunder G.O. 96-A and the' provisions in section v: 
of this document do. not apply to customer-specific centrex se:z:vice • 
agrecents which meet the requirements. of this paragraph • 
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For LEes which implement pricing tlexi~ility for centrex services, 
the LEe shall, on a monthly basis, track in-service and inward 
movement centrex volumes, and recurrinq and non-recurring· billings. 
In its filing requesting centrex pricing flexibility, the LEe shall 
propose a method to track centrex costs. 

E. Pra.nchise A»l!licability 

Nothing in this. document shall be construed to ~rmit an LEC to· 
otfer centrex service within the franchise terr1tory ot another 
LEC. 

xv. Ptivate Line $emqs 

A- High Speed, pi.gi1:§l ponte Line serrice§ 

1. XntraUTA Bntx:Y 

a. H2O-LIe Entrants 

Subject t~ the conditions contained herein, competition for 
intraLA'rA high speed diqi tal private line service is. permitted. 
Competitive providers in high speed diqital markets 'may hold out 
the availability of and provide multiplex1ngequipmentor services,. 
including voice services, as part'of such bigh speed digital 
services. . 

For purposes of this. document, digital,private line services at·' 
l.544 megabits per second (lDbps)or above are considered to. be 
"high speed diqital private line"" service. As used herein,. 
""intr~A high speed digital private line· service is defined as 
the dedicated connection o'!-' two or more ,end user premises within 'a, , 
IATA for the l?urpose of providing' intraLATA high speed di~ital non
switched servl.ces. competitive carriers may provide multl.plexinq 
service for .Voice .and/or data at the end user's, premises such that 
the transmiss.ion speed trom, or to the. end user"s premises. is. at 
'- .544 mbps or above. . 

This dOCWlJent does not permit the transpOrt from or to the end 
user's premises for intraIATA service ot either analog' or digital 
transmissions at speeds less than 1.544 mbps. Nothing herein,.:." 
however, should beinterpretec1 tOll1ean.that speeds below 1.544 mbps 
may not be considered hiqh speed ))1' the Commission- in' a subsequenti, 
order •. FUrther, nothing in this docu:mentprecludes any competitor;, 
from applying for authority to offerintraLATAhiqh speed services i, 
at levels below. 1.544 mbps pursuant to Decision (D.) 84-06-113. " 
Similarly ,nothing in this document prohibits any party from. 
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objecting to another party's request to offer high speed services 
at levels below 1.544 mbps on an intraLATA basis. 

Nothing in this document affects intraLATA authority already 
granted by Commission orders, except that (1) parties to the 
Phase I settlement agree that Wang Communications, Inc.'s (WCI) 
Application 87-02-033 should be granted and (2) WCI and Bay Area 
Teleport may request that restrictions on their existing intr~ 
authority be removed so that such authority is not more restrictive 
than that allowed by this document, and the Commission should qrant . 
such requests.. Parties agree that these changes should be 
effective coincident with the effectiveness of entry allowed in 
this document and pursuant to timing considerations in Section 
IV .. A .. 5. 

This document does not affect existing restrictions or create any 
new restrictions on the holding out of intraLATA services. not 
otherwise authorized by the Commission (e.q .. , M.'rS, WA1'S-like, and 
SOO-like services) .. 

b. LEe Entry 

Nothing in this document should be construed t~permit an LEC t~ , 
offer hiqh. speed digital· services within the franchise territory. of': 
another LEe. 

2. ]lDbundling and Deayeraging of Tariffed RAte~ 

Pacific and G'rEC california Incorporated. (G'rEC) , shall. each propose 
to make the chanqes in this section in an application to. be filed 
by october 50, 198:8 in an expedited application docket as provided 
in section I.D. Other LECs·with. high. speed digital tariff 
schedules shall file comparable applications" but do not have to' 
meet the October 50, 1988 filing date .. 

Each LEC shall.propose that its high speed digitalservicc"taritt 
schedules (intraLA1'A private line and special access tariff 
schedules) be restructured'to contain an element consistinq of 'the 
line and end points of high speed diqital service from the end 
user's premises to the LEC central office serving the end~ user (the, 
end user-to-CO link). This element will be priced at, the same 
rate, whether provided by the-LEe to an end user as part of·· the . 
LEe's end-to-endintraLA'rA service or whether provided by the LEe 
to a competitor as part of the access service., connecting: the ' , 
competitor's network to the competitor's customer. 

'. '.' 

The LEC shall also propose a second di~tinctelement in' the speCial:,' 
access tariff tor high speed digital services which will consist ,ot:. 
the connection:trom an interexchange carrier's' or competitor's ,,:: '", 
point of presence (POP) to' the LEC's central officeservinq the PO~: 
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.. 

(the co-to-POP" lin)!;) for intraLATA purposes; the rate for this 
element will be adjusted so that the rates for such connections 
will be set at fully allocated or direct embedded cost. The cost 
methodology will be consistent with the cost methodoloqy utilized 
for determinin~ the costs of other elements of the same service. 

The LEC may ~ropose a surcharge to- offset the lower revenue 
associated W1th rate reductions tor the end user-to-CO link and the 
,co-to-POP link. The surcharge will apply to LEC services aecording 
to the then-applieable tariff sche4ule for billing surcharges 
pursuant to Paeific's Rule 33 or comparable tariff schedules tor 
other LECs. 

Except for the CO-to-POP link, the LEC may, at its discretion, 
pro~se to deaveraqe tariffed rates and'charges for high speed 
dig1tal private line services.. If the LEC deavera.ges high speed 
digital private line services, it must alsodeaverage the 
correspondinq elem~"lt in the same :manner and saul taneously in the 
hiqh speed digital special aecess tariff schedUle tor intraLAXA 
purposes. The LEe's deaveraqing proposal may not result in rate 
increases of more than 20 percent for any sinqle service element 
within a taritfschedule. '. . 

The LEC may also- propose changes in its high speed diqi tal special. . 
access tariff schedule for interLAXA purposes to make the inter~A 
and intraLA1'A speeial access tariffs consistent. . 

~. EXi~ingllgxibility 

Other than the end user-to-Co link; the LECs are permitted pricing. 
flexibility for high speed digital private line services.. Pricing 
flexibility is not authorized for any special access services 
provided by the LECs.. AnLEC"s proposal for pricing flexibility,. . 
if it desires such flexibility, shall ])e included in its 
application which it m.ust tile'in an expedited application docket 
to propose restructuring and (at- its discretion) deaveraging ot· 
high speed digital services as provided in section IV .. A.:2. 

A tariffed levelot each rate or char~eshall be maintained. An 
LEC may request public a:n.d/or nonpub11c' floors for private line 
high speed digi tal private line service elements. other than the end 
user-to-C~ link. . 

The LEC may not negotiate customer-specific rates for high speed 
digital serviees,. except under .. the special. contract quidelines in . 
section V. '.rhis document d.oes not· affect existinq' procedures 
established torSSEs.,. XCBs, and· SSM established by existing 
tariffs • 
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4. .aw1i0tion to Slaal1' Lcz.q,l Exchans.e COmpa»is;s 

LECs other than Pacific and GTEC may continue to concur in the 
tariffs of the large LECs. Nothing in this document shall affect 
GTEC's present tariff schedule Cal. P'.U.C. No. GG, Sheet 1. If the 
large LECs file deaveraged tariffs, they will retain existing 
averaged tariffs which may be applied by the small LECs until suen 
time that such arrangements are changed by Commission order or 
a9'X'eements. between the LEes.. ,customers of the, LEC may not avail 
themselves of averaged and/or deaveraged rates optionally. 

Existing pooling arrangements will continue in effect unless and 
until the commission orders changes to, those arrangements or they 
are superseded by utility agreements. 

s. Timing 

Intra~A competition as described in section IV.A.l shall be' 
authorized coincident with the effective date of changes made asa 
result of an LEC"s application in an expedited application docket 
fer changes discussed in sections IV.A.Z and IV.A.~. 

Parties desiring to offer intraLAXA high speed digital services 
must comply with existing CPCN requirements to, ofter sueh services 
and must file tariff schedules. for' such services. carriers 'which 
are certified to provide interLATA services must file separate 
applications to provide intraIA'rA services. Competitors other than,' 
AT&T' Communications of california, Inc. (AT'&~') may change tariff 
rates and conditions by advice letter on, S days' notice to CACD 
without cost support. A'r&'1'" is granted intraLM'A tariffed pricing 
flexibility equal to that of the LEes. In its. CPC.N application, 
AT&T may propose a pricinq flexibility packaqe, includinq initial 
rate caps and cost support. Once pricingtlexibility is approved, 
AT&T :may change rates by the procedure est~lished for LEes. This 
document does not otherwise affect, the resolution ot issues 'in 
AT&T's application for requlatoryflexibility filed a5 a result ot 
I.8S-11-01~ nor any Commission order in ,that proceeding. 

6. Mon~ 

Each tEe filinq tariff schedules pursuant to this document shall 
submit to- 'CACD and DRA the followinqdata regardinq the modified 
high speed diqital service taritf, schedules: revenues, costs,. and 
int'o%'ll1a.tion regardinq the' number and, nature ot service complaints... . 
The data Shall be submitted on a semi-annual basis Deginninq 180 
days. followinq, the eftective date of the pertinent com:m.ission order 
approving the modified tariff schedules. ' 

LEes concurrinq iri the tariffs of 'other LECs are not required to 
submit the, ~ve-reterenced cost and revenue data', but are required 
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to report to the Commission on the nature and number of service 
complaints. 

Boo Analog Priyate Line and special Access Services. 

No pricing flexibility will De permitted for analog private line or 
special access services at this t~e~ Pricing flexibility for 
analog private line and special access services and intraLAXA 
competition for analog private line services and issues of whether 
and how to merge private line and special access tariff Schedules 
will be addressed no later than Phase III of I.87-11-033. 

V _ Special 'Contract§: 

A_ §eneral order 9§=A 

As competitive telecommunications services maybe offered at free 
or reduced rates under G.O. 96-A, Section X, and because such 
pricing may De anticompetitive,. section X .. B of G.O. 96-A is amended 
and section X.C is added for telecommunications utilities as 
follows: 

B.. Govexmaental. ,Agencies. Notwithstanding the 
provisions contained in subsection A hereof, a 
public utility of a class, specified herein~ , 
except telecommunications utilities may, if it 
so desires, furnish service at free or reduced 
rates or under conditions otherwise departing 
from its filed tariff schedules to the United 
states and to- its departments and to the State 
of california and its iOlitica1 ,subdivisions 
and municipal corporat ons, including the 
departments thereof, and to public fairs and 
celebrations., ,The utility shall promptly 
advise the' CommiSSion thereof by Advice Letter 
and, where a ,contract has been entered' into, . 
submit four copies of such contract and' Advice 
Letter for filing- The Commission may,. in an 
appropriate proceeding in ,the exercise of its 
jurisdiction,. determine, the reasonableness of 
such service at free ,or reduced rates or under 
-conditions departing from itn filed tariff 
s.chedules. This Subsection &l.a11' not be 
construed as applicAble to- contracts for resale 
service. 

c. BIlergency Service. 'Onder emergency 
conditions, such as natural disasters and war, 
a telecommunications utility may provide 
service to government, agencies,. as defined in 
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section X.B above, at tree or reduced rates or 
under conditions departing: from its filed 
tariff schedules without ~rior Commission 
approval. The telecommun~cations utility shall 
promptly notify the Commission thereof by 
Advice Letter. The commission may., in an 
appropriate proceeding in the exercise of its 
jurisdiction, determine the reasonableness of 
such service. 

B. contrart §)lidelin,=, 

All contracts, except qovermnent contracts entered into- under the 
terms. of the added Seetion X.C of G.O. 96-A, will be submitted for 
preapproval in proposal form using exi&ting CACD proposal 
guidelines.. Preapproval is defined inG.O'. 96-A as amended, and 
means that a Commission resolutionapprovinq thecontraet is 
required before such contracts become effective. 

The advice letter shall include the contract, but need not include 
the underlyinq cost support, and will be a public document. Any, 
party may protest such advice letter filings under existing 
provisions of G.O .. 96-A. The LEC' will request an etteet:i.ve;date,' 
and the Commission resolution will contain the effective date • 

LECs may request confidential treatment ofworkpapers and 
supporting cost documentation.. Parties to- the Phase I settlement, 
other than ORA, must enter into protective aqreements to obtain, 
such information. ' 

An LEe will serve its first 'advice letter filing: requesting 
approval of a special contract under these guidelines on all 
parties in I .. 87-11-03.3 and will include a statement that subsequent 
filings will be made available upon request~ 

Government contracts. entered into- in emergency situatio%lSwill' be 
processed in accordance with the proviSiOns of Section X .. C of 
G .. O. 96-A and .will be filed for ;.commission .review within. 30 days of: 
siqnature., 'rhe 'docu:menution for these contracts shall use the .. , 
same format as contracts filed accordinq to Section X.A and shall ' 
be filed with the contract'. Other govermnent/ contracts will be ' 
processed -in accordance with the provisions. of Section 'X.A of .. 
G .. O .. 96-A. ' 

A new tari~~ schedule will be created whiehlists all contracts, 
entered, into as. a result of D.87-12-027' or this, document. 

Contracts'can contain *appropriate* tariffed and nontaritfed 
services. Items deemed inappropriate are: ' 
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-Residential subscriber service 
-MTS including WATS and 800 service 
-ZOM 
-Billed local 
-Basic exchange services: 

-Business trunks 
-Business lines 
-SemipU))lic 

All contracts, except as provided for in Section X.C of G.O. 96-A, 
shall cover'costs. When'contracts include multiple service 
categories each service category for each contract shall cover its 
costs as those costs are defined below. Total" contract costs shall 
:be determined by either a fully allocated em))edded cost or direct , 
e:mbedded cost analysis. For Pacific's centrex, the price may in no' 
event go below the price of the single-line business rate,. plus the' 
m.ulti-line EOCL,. per line. ' 

LECs other than Pacific may also offer centrex contracts at a 'per 
line price :below the, single-line business rate plus the m.ulti~line 
E'O'CL. In that event,. the per line price floor 1s the, appropriate 
cost (fully allocated embedded cost or direct-embedded cost) plus. 
the multi-line E'O'CL.. However, upon requesttheLEC must' also offer~', 
the customer PBX trunks at a rate' determined by the ~e cost 
methodology used to determine the centrex line price. 

'!'racking procedures will be set up: to validate costs. 

Contracts. are', to be -used only in unusual or exceptional 
circumstances.. The LEC shall have- the burden of demonstrating' the 
existence of such circumstances and the reasons why service cannot 
be provided as a generally tariffed offering.. The' LEe sball state,' 
such circwnstances and reasons in the advice letter transmitting , 
any contract" for Commission approval... 'O'nusual, ,or exceptional _ 
circumstances' may include, but are not limited- to, such situations: 
as the LEC"s inability to provide the requested service' over ' ' 
existing facilities or unexpected and unforeseen'customer-specific,' --
service requirelllents.. - , '" 

A contract inWhieh parts or 'all: of, the services are currently' 
tariffed must be justified in detail: 

-How does it qualify as 'unusual or 
exceptional circumstances'? 

-A comparison of tariffed: charges versus 
contraeteharges must be provided. 

-If competition is a faetor,the extentof'the 
competition must be clearly'documented, 
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including an estimate of what the LEC thinks 
its most competitive competitor will ~id. 

c. Processing 

Contracts for high speed digital private line services will be 
permitted only after tlexible pricing and intraLATA high speed 
digital private line competition are authorized in accordance with 
Section 'IV of this docu:ment. Such contracts may be used to- deviate 
from tariffed rates for all elements of high speed digital private 
line service except for 'the end user-to-c~ link. 

Other than this restriction on contracts for high speed digital 
private lines, contracts on a fully allocated cost ~asis maybe 
submitted now. . 

D. WorJcsb.o.ps 

LEes may submit proposals to, CACD and all parties in I .a:7-~~-033 
for costing, streamlininq, and trackinq, procedures. CACD will hold 
workshops within 30 days of submittal of such a proposal. This 
workshop is not to be used to- evaluate a specifiC contract or 
contract proposal. Because expeditiousness is desired, this· 
workshop. will focus on direct embeddedcostinq. Determininq any 
additional services offerable under, contract and consideration· of 
other circumstances for which contracts are permitted are also 
appropriate subjects of this workshop. After· the workshop,,. CACI> 
will make recommendations t~the commission as to- appropriate 
guidelines. Parties may comment on the <:Act) recommendations within . 
30 days of their issuance~ Such guidelines shall be subject to 
Commission approval by resolution action. 

Other costing methodologies may also- be appropriate~ Discussion 
and development of these alternative costinqmethodologies are . 
deferred until Phase II or Phase III of I.8.7-ll-03.3. or by other 
formal application .• 

(END OF APPENDIX A) 
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