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In the Matter of the Application of )
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(US011C) for a Certificate of Public )
Convenience and Necessity to Provide ) Application 88-10-053
High Speed Digital Private Line ) (Filed October 31, 1988)
Sexrvice for the Purpose of IntralATA )
Transmission at Speeds of 1.544 mbps )
or Higher Throughout the State of )
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)

ORINION_ MODXFYING DECISION §9-02-025

On February 27, 1989 MCI Telecommunications Corporation
(U-5011-C) (MCX) filed a petition for meodification (petition) of
Decision (D.) 89-02-025 dated February 8, 1989. MCI in its
petition seeks modification of D.89-02-025 in the folleowing three
respects:

1. Deletion of Ordering Paragraph l.e., which
recquires that MCI must establish its rates
and charges above costs:

Deletion of Ordering Paragraphs 7 and 8
which directed MCI to file certain
semiannual reports for a two-year period,
on the development of this new sexvice: and

Allowance of an additional 30 days
following the issuance of this order for
filing its acceptance of the certificate of
public convenience and necessity (CPCN)
granted by D.895-02-025.

cost requirement in setting rates is inconsistent with the modified
settlement agreement adopted in Phase I of Order Instituting
Investigation (X.) 87-11-033 by D.88-09-059. MCI further contends
that the reasons for such a requirement are not set forth in
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D.89~02-025, and while the Division of Ratepayer Adveocates (DRA)
did advocate such a requirement in its protest and comments on
MCI’s application (A.) 88=10-053 the decision discusses neither
DRA’s position nor MCI’s opposition. Further, MCI arques that it
has been held £o be a non-dominant provider of telecommunication
sexrvices and therefore the setting of its rates relative to costs
is not consistent with sound regulatory principles.

Protes?s and Comments Received Relative

to MCT oS it cost 3 Rat

DRA and Pacific Bell (Pacific) filed timely protests to
MCI’s petition. DRA contends that MCI’/s petition flies in the face
of established Commission precedent, and that the Commission must
consider the antitrust implications of its activities.t

DRA also c¢hallenges as inappropriate MCI’s reference to
D.84-06-113, relative to its position as a non-dominant interLATA
carrier. DRA asserts that D.84-06-113 clearly deals with dominance
in the well-established interLATA and interstate long=-distance
market. D.89=02-025 dealt with the new, changing market for
intralATA high speed digital private line service, and until
D.89-02~025 and its companion decisions were issued on February 8,
1989, no competition was permitted for such service in the
intralATA market. DRA opines that it is too early to consider
dominance, or lack of it, for this high speed digital service in
the intralATA market.

DRA also maintains from its review of D.84~06-113 and the
settlement agreement of D.88-09-059 that neither order “limits the
Commission’s power to impose terms and conditions on applicants for
Certificates of Public Convenience and Necessity (CPCNs) beyond the
express language of the settlement agreement and D.88-09-059.” DRA

1 DRA cites Northerm California Powex Agency v, Public ULil. .
Comm., 5 Cal. 3d 370 at 379, 380, 96 Cal. Rptr. 18, 486 P 24 1218

) ' (1971).
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bolsters its position by pointing out that MCI’s gross revenues for
1987 wexe $3.939 billion and is a well-capitalized, profitable
corporation with sufficient resources to enable it to engage in
below cost pricing, particularly for a small segment of its market.

Lastly, DRA comments that it is ironic for MCI to
petition for a change to eliminate a restriction on its ability to
price below cost, when it was among those vociferous opponents of
below cost pricing by Pacific, AT&T Communicates of California,
Inc. (AT&T-C) and GTE California Incorporated (GTEC).

In its protest, Pacific agreed that D.88=-09-059 approving
the modified settlement does not require MCI to price its intralATA
high speed digital services above cost. However, Pacific contends
that MCI fails to point out any terms from the modified settlement
which would support its argument that pricing of services above
cost is inconsistent with the modified settlement.

Pacific notes that nothing in D.88-09-059 suggests that
requiring MCI‘’s intralATA high speed digital private line sexvice
to be priced above cost is inequitable. Pacific asserts that such
requirement in D.89-02~025 is reasonable and in the public
interest, and the imposition of that requirement in addition teo
those set out in D.88-09-059 is not improper.

Pacific states that the compelling reason for requiring
MCI to price its intralATA private line sexrvices above cost is to
ensure that competition takes place on a level playing field.
Pacific and other local exchange companies (LEC) are required to
set their rates and charges for intralATA high speed digital
private line services above the cost of providing the service.
Therefore, Pacific argues that without requiring MCI to price above
its cost, there is no way for the Commission to ensure that MCI is
not engaging in below cost pricing to the detriment of other
providers of these services. )

Pacific urges that whatever costing convention and
requirements are applied to. one carrier also be applied to that.
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carrier’s competitors. Pacific then challenges MCI’s argument that
D.89-02~025 does not discuss the requirement that MCI’s price be
set above the cost of furnishing the service. Pacific refers to
page 6 of D.89~02-025 where the Commission determined that the
monitoring and reporting information regquested by the DRA in its
protest is needed by the Commission to protect competitors against
anticompetitive behavior e.g., below cost pricing.

GTEC also replied to MCI’/s petition and asserted that
indeed there should be a requirement that competitors such as MCI
have their rates and charges set above costs of providing the
service. GTEC explains that this requirement will protect the
LEC from being disadvantaged by ”loss leader” offerings by new
competitors, until such time as the LECs are granted further
flexibility in setting their rates. GTEC believes this requirement
is especially appropriate because this sexrvice is invariably sold
to sophisticated businesses who will shop around for the best deal,
and pay little, if any attention, to the supposed “dominance” or
other mystique of the incumbent local exchange carriers.

GTEC then suggests that if the Commission wishes to grant
MCI’s petition, it should do so only on the condition that all
conmpetitors for this service, including the LECs, may file tariffs
for this service without ¢ost support.

On March 13, 1989 AT&T-C replied to MCI’s petition and
concurred with MCI’s arquments, except that AT&T-C disagreed to the
extent that MCI would consider AT&T-C as a dominant carrier in this
new intralATA market. AT&T-C asserts that it cannot be considered
a ”"dominant carrier” in this intralATA high speed digital market
because as yet it has no customers to this new service.

In supporting MCI’s proposed modifications of D.89-02-025
AT&T=-C further requested that such modifications apply to all
interexchange carriers authorized to provide intralATA high speed
digital private line service.
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When we added this requirement to MCI’s CPCN in
D.89=02-025 we did not anticipate any controversy. We were
mistaken in that expectation.

The settlement agreement in Phase I of I1.87-11-033
contained a requirement that Pacific Bell and GTEC offer cost
justifications to establish the lower bound of their pricing
flexibility in this market. No such requirement was prescribed for
new entrants. Given that Pacific Bell and GTEC were starting in
this newly-competitive market from a near-monopoly position with
monopoly local service as a potential source of cross-subsidy, the
cost=-justified price floors were an appropriate measure to help
assure that the market would develop fairly. We believe that the
parties had precisely these concerns in mind in drafting the
specific terms of the settlement on this issue.

As a new entrant in this market, MCI has neither market
share nor potential recourse to any source of monopoly revenues to
cross~-subsidize prices for anticompetitive reasons. TFurther, it is
difficult to anticipate how MCI could make such anticompetitive
conduct pay, as it would need to become dominant in the market and
determine a means to exclude others (in particular, Pacific Bell or
GTEC) before becoming able to sustain prices high enough above cost
for long enough to recoup its losses from initial predatory
pricing. Such a scenario may be theoretically possible, but frox
this vantage it is certainly far-fetched and there is no evidence
in its faveor. As described later in this order and elsewhere, we
will continue to monitor the development of this market closely to
assure that it develops fully and fairly. Also, we retain our full
investigative authority to respond to evidence of anticompetitive
conduct on the part of MCI or others, whether brought to our

attention through our own formal monitoring or by aggrieved
parties.
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We are therefore left with no good policy rationale to
support this recquirement, and a good argument that its imposition
would disturd the integrity of the settlement’s implementation. We
will grant MCI’s motion to delete Ordering Paragraph l.e. from
D.89~02-025, and will enterxtain similar motions from other new
entrants similarly situated.

(CT’s_Positi R ting ¥ . :

MCI asserts that the imposition of reporting requirements
on MCI was not discussed or contemplated by the parties to the
settlement agreement in Phase I of I1.87-11-033 or D.88-«09-059. MCI
opines that if DRA wishes to advocate impesition of such
requirements, it is free to do so in later phases of I.87-11-032,
and the Commission should explore reasons for such reporting
requirements at hearings before ordering the reports to be filed by
MCI.

Protests and Comments of Interested Parties

2N A Rer AW A1)
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Pacific opines that the need for these reports is
apparent, because the reports will allow the Commission to assess
the impact of allowing competition for intralATA high speed digital
private line services. These monitoring and reporting requirements
will also provide the Commission with information it needs to
oversee the effects of competition. Therefore, Pacific contends
that the monitoring and reporting regquirements of D.89-02-025 are
reasonable and should neot be modified.

GTEC does not take issue with the reporting requirement
of D.89=-02-025 for MCI. AT&T~C supports the position and requested
modification filed by MCI. DRA first asked for more stringent
reporting requirements in its December 2, 1988 protest of MCI’s
A.88-10~053. Now, DRA takes strong exception to MCI’s request to
be exempted from the less onerous reporting reqdirements of
Orderxing Paragraphs 7 and 8 of D.89-02-025, stating that these
requirements are entirely consistent with recent Commission actions




A.88-10-053 COM/CD/rs/btr

to monitor the development of competition in markets where
competition was formerly prohibited.

DRA also notes that MCI is not the sole applicant that is
subject to the reporting requirements. Identical reporting
requirements werxe imposed on U.S. Sprint Communications, AT&T-C,
Cable and Wireless, Wang Communications and Bay Area Teleport by

decisions issued contemporaneously with D.89=02-025 on February 8,
1989.

DRA also notes that these reporting requirements will
"sunset,” since the Commission only requires that the reports be
filed for a two-year period through year end 1990.
Disgussion of Reporting Requirements for

The issue of reporting requirements, while not advanced
by the parties to the Phase I settlement agreement in I1.87-11~-032
or in D.88-09-059, was properly addressed in D.89-02-025 and in
Other contemporaneous orders issued on February 8, 1989. We also
substantially reduced the burden and sensitivity of these reports
for this emerging competitive industry, as compared to the content
and timing initially recommended for these reports by DRA.

First we asked that the reports be filed semiannually
rather than quarterly; more significantly, we deleted the
requirement that these utilities compute their costs on a menthly
basis for each rate offering.

The remaining reporting requirement is not an onerous one
since we are only asking for monthly service volumes, monthly
inward movement volumes, and monthly recurring and non-recurring
billings by tariff rate elements.

This information does not reveal who the customers are,
how they were solicited, or their specific level of business
activity with MCI. Thus, the question of propriety of the reported
information is largely moot. '
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The calendar year 1990 sunset provision f£or these reports
was inserted in the hope that competition will truly emerge for
this high speed digital private line service, and this industry can
be left to compete without need for reporting thereafter. We agree
with DRA and Pacific that the reporting requirements of
D.89-02~-025 are reasonable and necessary. Therefore, we see no
reason to make any change in the modest reporting requirements
adopted for MCI in D.89-02~025 at this time.
eindi e ¥

1. The Phase I settlement in I.87-11-033 included cost-
justification requirements only for the intralATA high-capacity
private line prices of Pacific Bell and GTEC.

2. The integrity of the Commission’s implementation of the
Phase I settlement would be better preserved if the requirement to
price above cost were deleted from MCI’s CPCN granted in D.89~02-
025.

3. MCI has no monopoly markets from which cross~subsidies
could be extracted to support predatory pricing in the high-
capacity intralATA private line market.

4. MCI has no apparent means to exclude other competitors
from any segment of the intralATA high-capacity private line
market.

5. It is extremely unlikely that MCI is now or will
foreseeably be in a position to profitably pursue anticompetitive
conduct in the competitive intralATA high—-capacity private line
market.

6. The better preservation of the integrity of the
Commission’s implementation of the Phase I settlement and the
inability of MCI to profitably pursue anticompetitive conduct are
good cause to delete the requirement to price above cost from MCI’s
intralATA high-capacity private line CPCN.

7. The semi=-annual reports required by Ordering Paragraphs 7
and 8 of D.89~02-025 are reasonable and necessary to inform the
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Commission of the development of emerging competition f£or these
intralATA high speed digital private line sexvices.

8. The reporting requirements discussed in D.89-02-025 and
in 6. above do not contain references to specific customers or the
marketing practices of MCI: and, therefore, any question of
propriety of such information is largely moot.

9. A calendar year 1990 sunset provision has been
incorporated in the reporting requirements of D.89-02-025 so that
these reports may be terminated as and when competition fully
develops.

10. There is no compelling reason to make any changes in the
modest reporting requirements adopted for MCI in D.89-02-025.

11. The allowance of an additional 30 days after the
effective date of this oxder for MCI to file its acceptance of the
CPCN authorized by D.89~02-025 is a reasonable and necessary
request.
gonclusions Of Iaw

1. Good cause having been shown, Ordering Paragraph l.e.
should be deleted from D.89-02-025.

2. Applicant’s request for an additional 30 days from the
date of this order to file its acceptance of the CPCN authorized by
D.89-02~025 is reasonable and should be granted.

3. Except to the extent set forth in conclusions of Law 1.

and 2. above, MCI’s petition for modification of D.89-02-025 should
be denied.

QRDER

IT XS ORDERED that:
1. The following changes are made to thé ordering paragraphs
of Decision 89-02-025 issued February 8, 1989:
a. Ordering Paragraph l.e. is deleted.
b. Ordering Paragraph 5 is medified to apply

within 30 days after the effective date of
this order instead of D.89-02-025.
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2. The ordering paragraphs and other provisions and
requirements of D.89~02-025 dated February 8, 1989, except as
expressly modified here, continue to apply to MCI after the
effective date of this order.

3. All other relief requested by MCI in its petitioen for
modification of D.89-02-025 is denied.
This order is effective today.
Dated May 26, 1989, at San Francisce, California.

G. MITCHELL WILK
President
STANLEY W. HULEIT
JOHMN B. OHANIAN
PATRICIA M. ECKERT
Commissioners

I abstain.

/s/ FREDERICK R. DUDA
Commissioner

0\\:‘.'.?' - -‘..‘ ;',/,
I CERTIFY.THAT  THIS-DECISION
WAS APPROVED BY~THE ABOVE
COMMISSIONE

v/.,{. &
W
,

Viwor Wolsser, Executive Director

P
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Applzcat;on of )
MCI Telecommunications Corporation )
(US011C) for a Certificate of Public )
Convenience and Necessity to Provide )
High Speed Digital Private Line )
Sexvice foxr the Purpose of IntralATA )
Transmission at Speeds of 1.544 mbps
or Higher Throughout the State of
California.

pplication 88-10-053
(Filed October 31, 1988)

On February 27, 1989 MCI Telecommunications Corporation
(U=5011=-C) (MCIL) filed a petlt;on for modification (petition) of
Decision (D.) 89-02-025 gated February 8, 1989. MCI in its

petition seeks modification of D.89-02-025 in the following three
respects:

1. Deletlon/if Ordering Paragraph (0.P.) l.e.,

which requires that MCI must establish its
rates and charges above costs;

Deletion of 0.P.7. and 0.P.8. which
directed MCI to file certain semiannual
reports for a two-year period, on the
deveIopment of this new service; and

Allowance of an additional 30 days

following the issuance of this order for

£iling its acceptance of the certificate of

public convenience and necessity (CPCN)

granted by D.89-02-025.
ugmmm:.mmmm

In ité petition, MCI asserts that the imposition of a

cost requiremeét in setting rates is inconsistent with the modified
settlenent agreement adopted in Phase I of Order Instituting
Investigation{(I.) 87-11-033 by D.88=-09-059. MCI further contends
that the reasons for such a requirement are not set forth in
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When we added this recuirement to MCI’s CPCN in D.89-02-~
025 we did not anticipate any controversy. We were mistaken in
that expectation.

The settlement agreement in Phase I o% I1.87-11-033
contained a recquirement that Pacific Bell and/éizc offer cost
Justifications to establish the lower bound of their pricing
flexikility in this market. No such regqiirement was prescribed for
new entrants. Given that Pacific Bell and GTEC were starting in
this newly-competitive market from X near-monopeoly position with
monepoly logal service as a potential source of cross—subsidy, the
cost=justified price floors were¢ an appropriate measure to help
assure that the market would dé@elop fairly. We believe that the
parties had precisely these déncerns in mind in drafting the
specific terms of the sett}ement on this issue.

As a new entrant’ in this market, MCI has neither market
share nor potential recg rse €O any source of monopely revenues to
cross-subsidize prices for anticompetitive reasons. Further, it is
difficult to anticipate how MCI could make such anticompetitive
conduct pay, as it wcﬁld need to become dominant in the market and
determine a means tof exclude others (in particular, Pacific Bell or
GTEC) before becoming able to sustain prices high enough above cost
for long enough t;/zecoup_its losses from initial predatory . —we—— . .|
pricing. Such a scenario may be theoretically possible, but from
this vantage it %é certainly far-fetched and there is no evidence -
in its favor. As described later in this order and elsewhere, we
will continue t? monitoxr the development of this market closely to
assure that it develops fully and fairly. Also, we retain our full
investigative §uthority to respond to evidence of anticompetitive
conduct on the/part of MCI or others, whether brought to our

attention through our own formal monitoring or by aggrieved
parties. { '
4

82
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Reqaxain < PRSe KA G

There is a serious question of fairness raised by DRA,
Pacific and GTEC. DRA addresses it as a requirement‘/ t rates and
charges be cost based to avoid the possibility of apticompetitive
pricing practices. Pacific asserts that without/réauiring that
MCI’s rates be set above its costs, there would/be no way to ensure
fair competition and a level playing field. ,GTEC argues that if
MCI is allowed to offer rates and charges £ are not cost based,
the LECs should have this same opportunibf’to compete, without cost
justification for their rates.

As long as GTEC, Pacific Bell, and the other LECs must
abide by a settlement agreement thaflrequires that their
competitive rates “will be set at/fully allocated or direct
enbedded cost,” fairness requires that all other competitors should
file cost based rates as well

In opening up the 4HtraLAIA high speed digital sexvice
market to competition, we were urged by MCI and others, not to
permit the LECs to lower their rates to a peint where they would
exercise dominant antig' petitive impact. Now certain carriers
other than the LECs want the very oppeortunities for aggressive
competition that they/would deny to the LECs. While there may be
some reasonable cause to allow introductory offers and promotional
rates for brief iods of time for the non-LEC carxiers, in
fairness we cannot condone sustained patterns of below cost rates
and charges. If reaching this conclusion, it is not our desire to
require these non~LEC carriers to be burdened with unreasonable
studies and réutine submissions ¢of extensive cost data supporting
their tariff/revisions.

We will therxefore allow MCI to make tariff revisions with
a statement in the accompanying advice letter that the rates and
charges therein are based on the costs of furnishing the service.
We will only require documented justification that the revised
rates are cost based, in the event of bonafide and timely protests
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of such tariff filings. In the event of a bonafide protest of a
permanent rate or charge in a mew tariff filing, MCY will have the
opportuniéy to either provide the necessary cost 'ﬁpport or to
withdraw the new rate and revert to its previously existing rate or
charge.

We will waive the cost based requirement for introductory
or promotional rates for periods of 30 da é or less, for good cause
such as the availability of crew labor dézing-slack seasons to
accomplish necessary installations of mew service at less than
reqular nen-recurring charges. Weryﬁ{: not welcome introductory or
promotional rate filings by MCI more fregquently than once in any
12=-month period. ,

Other than as discussed above, we will continue to
recquire all intralATA rates,oﬂ/ﬁcx to be cost based until we have
an opportunity to further review and revisit the issue of intralaTa
competition and the applicaé&lity of cost based rates for private
line services to the LECs/and other telecommunications utilities in
further proceedings in I487-11-033.

MCX’s B n_on_Reporting Requixemen

MCI asserts/that the imposition of reporting requirements
on MCI was not discgssed or contemplated by the parties to the
settlenment agreement in Phase I of I1.87-11-033 or D.88=-09-059. MCI
opines that if DRA wishes to advocate imposition of such
requirements, it/is free to do so in later phases of 1.87-11-033,
and the Commission should explore reasons for such reporting
requirements at hearings before ordering the reports to be filed by

MCI.
Protests and/é;mmeqts of Interested Parti
Relative to Repoxrting Requirements of D.§

A A

?;citic opines that the need for these reports is
apparent;ébecause the reports will allow the Commission to assess
the impal of allowing competition for intralATA high speed digital
private line services. These monitoring and reporting requirements
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We are therefore left with no good policy ratio e to
suppert this requirement, and a good argument that its position
would disturb the integrity of the settlement’s img}nmentation. We
will grant MCI’s motion to delete Ordering Paragraph l.e. from
D.89=02-025, and will entertain similar motions/f:im other new
entrants similarly situated.

75 Positi : 4 E .

MCI asserts that the impositépn of reporting requirements
on MCI was not discussed or contemplated by the parties to the
settlement agreement in Phase I of I.87-11-033 or D.88-09-059. MCI
opines that if DRA wishes to advocﬁ%e imposition of such
requirements, it is free to do sd/in later phases of I.87=11-033,
and the Commission should explote reasons for such reporting

/ . .
requirements at hearings before ordering the reports to be filed by

MCI.
Protests and Ccmments of Interested Parties

Pacific opined/that the need for these reports is

apparent, because the feports will allow the Commission to assess
the impact of allowiqg competition for intralATA high speed digital
private line services. These monitoring and reporting requirements
will alseo provide tﬁé Commission with information it needs to

/ L, .
oversee the effects of competition. Therefore, .Pacific contends ... ... .. ..

that the monitori @ and reporting requirements of D.89-02-025 are

reasonable and syould not be modified.

GTEC does not take issue with the reporting requirement
of D.89-02-025 for MCI. AT&T-C supports the position and requested
modification filed by MCI. DRA first asked for more stringent
reporting rquﬁrements in its December 2, 1988 protest of MCI’s
A.88~10~053. /Now, DRA takes strong exception to MCI’s request to
be exempted from the less onerous reporting requirements of
ofdering Pa;ﬁgraphs 7 and 8 of D.89-02-025, stating that these
requirements are entirely consistent with recent Commission
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will also provide the Commission with information it needs to
oversee the effects of competition. Therefore, E&éiriQ'contends
that the monitoring and reporting requirements 0f D.89=02~025 are
reasonable and should not be modified.

GTEC does not take issue with the/ reporting requirement
of D.89-02=025 for MCX. AT&T-C supports the position and requested
modification filed by MCI. DRA first asked for more stringent
reporting requirements in its Decembeyr 2, 1988 protest of MCI'’s
A.88-10~053. Now, DRA takes strong/exception to MCI’s request to
be exempted from the less onerous feporting requirements of
Ordering Paragraphs 7 and 8 of gyéi-oz-ozs, stating that these
requirements are entirely consistent with recent Commission
actions to monitor the development of competition in markets where
competition was formerly prohibited.

DRA also notes /at MCI is not the sole applicant that is
subject to the reporting requirements. Identical reporting
requirements were imposed on U.S. Sprint Communications, ATLT-C,
Cable and Wireless, Warg Communications and Bay Area Teleport by
decisions issued contemporaneously with D.89-02-025 on February 8,
1989.

DRA also notes that these reporting requirements will
7sunset,” since the Commission only requires that the reports be
filed for a two-yéar peried through year end 1990.

Discussion of Rébort' Requirenents for
MCY’s _IntralATh/ Hidgh Speed. Digital Sexvice

The /issue of reporting requirements, while not advanced
by the parties to the Phase I settlement agreement in I.87-11-033
or in D.88-0§-059, was properly addressed in D.89~02-025 and in
other cont?ﬁporaneous orders issued on February 8, 1989. We also
substantially reduced the burden and sensitivity of these reports
for this gmerging competitive industry, as compared to the content
and timing initially recommended for these reports by DRA.
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actions to monitor the development of competition in markets where
competition was formerly prohibited.

DRA also notes that MCI is not the sole applicant that is
subject to the reporting requirements. Identical reporting
requirements were imposed on U.S. Sprint Communications, ATST-C,
Cable and Wireless, Wang Communications and Bay Area Teleport by
decisions issued contemporaneocusly with D.89-02-025 on February 8,
1989. P

DRA also notes that these reporting requirements will
7sunset,” since the Commission only requires that the reports be
£iled for a two~year period tirough year end 1990.

Dissussion of Reporting Ral irements for

The issue of gégorting requirements, while not advanced
by the parties to the Phase I settlement agreement in I.87=-11-033
or in D.88-09-059, wad’properly addressed in D.89-02-025 and in
other contemporaneoqs orders issued on February 8, 1989. We also
substantially reduced the burden and sensitivity of these reports
for this emerg;ngjcompetitive industry, as compared to the content
and timing initially recommended for these reports by DRA.

First we asked that the reports be filed semiannually
rather than qu?rterly: more significantly, we deleted the
requlrement that these ut;llt;es compute their costs on a monthly e
basis for eacn rate o!ferxng.

The remaining reporting requirement is not an onerous one
since we are only asking for monthly service volumes, monthly
inward movgpent volumes, and monthly recurring and non-recurring
billings by tariff rate elements.

;&his information does not reveal who the customers are,
how they were solicited, or their specific level of business

activity with MCI. Thus, the question of propriety of the reported
inrormat%on is laxgely moot.

;
|
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First we asked that the reports be filed semiannually
rather than cquarterly:; more significantly, we deleted/the
requirement that these utilities compute their costs on a nonthly
basis for each rate offering.

The remaining reporting requirement s not an onerous one
since we are only asking for monthly servie{ volumes, monthly
inward movement volumes, and monthly recurring and non=recurring
billings by tariff rate elements.

This information does not reveal who the customers are,
how they were solicited, or their specific level of business
activity with MCI. Thus, the question of propriety of the reported
information is largely moot.

The calendar year 1990 sunset provision for these reports
was inserted in the hope that/competition will truly emerge
for this high speed digital /private line service, and this industry
can be left to compete w%;hout need for reporting thereafter. We
agree with DRA and Pac:t;c that the reporting recquirements of
D.89=02-025 are reasonable and nscessary. Therefore, we see no
reason to make any change in the modest reporting requirements
adopted for MCI in D/§9-oz—ozs at this time.
rinds . !

1. At the umg;ng of MCI and others, Section IV. A.2. of
Appendix A of D. 98-09 059 required Pacific and GTEC to set their
respective rated’for competitive private line services at fully
allocated or dJ}ect embedded costs.

2. Wi%hout a requirement that MCI and other competitors also
set their rates for private line sexvices at or above costs, there
would bet:7/way to ensure fair competition and a level playing
field with/Pacifi¢c, GTEC and/or the other LECS.

.//There is reasonable cause to waive the cost-based
requirement, to allow MCI to provide temporary introductory offers
and promot;onal rates and charges for brief periods of time (30
days or less) to improve productivity during slack periods of

o |
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The calendar year 1990 sunset provision for these reports
was inserted in the hope that competition will txruly enmerge
for this high speed digital private line service, and this industry
can be left to compete without need for reporting thereafter. We
agree with DRA and Pacific that the reporting requiremfﬁps of
D.85=-02-025 are reasonable and necessary. Therefore,. we gee no
reason to make any change in the modest reporting fequirements
adopted for MCI in D.89=~02~025 at this time.
Findi ¢

1. The Phase I settlement in I.87 ;7653 included cost~
justification requirements only for t intraLAmA-nigh-capacity
private line prices of Pacific Bell nd/&TEc.

2. The integrity of the Comfission’s implementation of the
Phase I settlement would be beg}é;/ﬁieserved if the requirement to
price above cost were deleted from MCI’s CPCN granted in D.89-02~
025.

3. MCI has no monop Y markets from which cross-subsidies
could be extracted to su ort predatory pricing in the high~
capacity intralATA privAte line market.

4. MCI has no appgrent means to exclude other competitors
from any segment of the intralATA high-capacity private line
market.

5. It is zrt:gme;y unlikely that MCI is now or will _
foreseeably be id a position to profitably pursue anticompetitive
conduct in the competitive intralATA high-capacity private line
market.

6. The/better preservation of the integrity of the
Commission’s/implementation of the Phase T settlement and the
inability of McCI to profitably pursue anticompetitive conduct are
good cause/to delete the requirement to price above cost from MCI’s
intralATA igh~capacity private line CPCN.

7. The semi-annual reports required by Ordering Paragraphs 7

and 8 off D.89-02~025 are reasonable and necessary to inform the

e o
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worker avalilability; however the Commission does not expect to
entertain such introductory or promotional rate filin s by MCI more
than once in any 12~month pericd. //)?

4. While there is a need to require that all permanent rates
for intralATA high speed digital private line ﬁervice be cost
based, it is reasonable to allow MCI to file rate revisions for
this service without the contemporaneous f£iling of full cost
supporting data. 4

5. It is also reasonable to alley/ucx at its own election teo
withdraw any protested tariff f£iling (rate revision) if it wishes
to do s0, in lieu of providing the necessary cost data.

6. I.87-11-033 is the appro rmate formal proceeding foxr MCX
to again present its request to be authorized to offer private line
service rates which may not be ost based. A review of this issue
in I.87-11=-033 will also permit the LECs to respond formally to
MCI’s proposal.

7. The semi-annual reports required by Ordering Paragraphs 7
and 8 of D.89-02-025 are reasonable and necessary to inform the
Commission of the develgpment of emexging competition for these
intralATA high speed digital private line services.

8. The reporti?g requirements discussed in D.89-02-025 and
in 6. above do not contain references to specific customers or the
nmarketing practicei/st MCYX; and, therefore, any question of
propriety of such information is largely moot.

9. A.calendar year 1990 sunset provision has been
incorporated in the reporting requirements of 0.89-02-025 so that
these reports may be terminated as and when competition fully
develops.

10. There is no compelling reason to make any changes in the
modest report&ng requirements adopted for MCI in D.89-02-025.
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Commission of the development of emerging competition for these
intralATA high speed digital private line services.

8. The reporting requirements discussed in D.89~02-025 and
in 6. above do not contain references to specific customers or the
marketing practices of MCI; and, therefore, any question of
propriety of such information is largely moot.

9. A calendar year 1990 sunset provis;on ﬁ;s been
incorporated in the reporting reguirements o£s0.89-02-025 so that
these reports may be terminated as and whenféiipetition fully
develops.

10. There is no compelling reason/to make any changes in the
modest reporting requirements adopte or MCI in D.89-02-025.

1l. The allowance of an additjonal 30 days after the
effective date of this order for MCI to file its acceptance of the
CPCN authorized by D.85~02-025 "a reasonable and necessary
request.
conclusions of Law

1. Good cause laving been shown, Ordering Paragraph l.e.
should be deleted from D.89-02-025.

2. Applicant’s re 'Qst for an additional 30 days from the
date of this order to r e its acceptance of the CPCN authorized by
D.89-02-025 is reasonabie and should ke granted. ,

3. Excapt. to-thg extent set forth-in -conclusions of “Law 2:~~ - -

and 2. above, MCI’s petztzon for modification of D.89-02-025 should
be denied.

QRDER

IT IS ORDERED that:

. The foN&owmng changes are made to the ordering paragraphs
of Decision 89« qg-ozs issued February 8, 1989:

a. Ordering Paragraph (0.P.) l.e. is deleted.
b. -P. 5 is modified to apply within 30 days

after the effective date of this order
Anstead of D.89=-02-025.
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11.' The allowance of an additional 30 days after the
effective date of this orxder for MCI to file its acceptance of the
CPCN authorized by D.89-02-025 is a reasonable and/gecessary
request.
conclusions of Iaw

1. MCI should be required to maintain/its rates for
intralATA high speed digital service on a cést basis to maintain a
level playing field with other providers/of this competitive
service.

2. A change to Ordering Paragraph l.e. of D.89~-02-025 should
be granted in response to MCI’s peti%ion, namely that MCI may file
tariff revisions for introducto:;/gnd/or promotional rates or
charges for temporary perieds of 30 days or less without cost
support therefor, consistent with the proceeding discussion and
findings. In addition cost sdﬁport for any permanent rate revisions
by MCI need only be provided in the event of a bonafide protest of
such rate changes.

3. Applicant’s regquest for an additional 30 days from the

date of this order to /ile its acceptance of the CPCN authorized by
D.89=02-025 is reasonable and should be granted.
4. Except to the extent set forth in conclusions of Law 2.

and 3. above, MCI’S petition for modification of D.89-02-025 should
be denied.

SRDER

IT IS ORDERED that:

1. Th/ following changes are made to the ordering paragraphs
of Decision 89=02-025 issued February 8, 1989:

. Oxdering Paragraph (0.P.) l.e. is modified
to read:

MCI Teleconmmunications Corporation
(MCI) shall establish permanent
rates and charges for its high
speed digital private line service
above its cost of providing such
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gervice. In doing so, MCI need not
£ile full cost supporting data
contemporanecusly with its tariff
revisions, but it shall provide
such supporting data in the event
of a bonafide protest(s) of such
rate changes. ‘ '

p. O.P. 1.h. is added as follows:

1.h. MCI may file tariff revisions
for introductory and/oxr promotional
rates or charges for temporary
periods of less than 30/days
without the need of cost support
therefor. Such introductory and/or
promotional offerings shall not
occur more frecquentdy than once a
year.

0.P. 5 is modified o apply within 30 days
after the effective date of this oxder
instead of D.89%5=-02-025.

2. The ordering paragzaphs and other provisions and
requirements of D.89-02-025/dated February 8, 1989, except as
expressly modified here, 3pntinue to apply to MCI after the
effective date of this oxder. '

3. All otherx relﬂéf requested by MCI in its petition for
modification of D.89-01L025 is denied.

This order is effective today.
pated VMAY 26 1989 , at San Francisco, California.

G. MITCHELL WILX
President
STANLEY W. HULETY
JOHN B. OHANIAN
PATRICIA M. ECKERT
Conmissioners

I abstain.

/s/ FREDERIQK R. DUDA
Comnissioner

[
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2. The ordering paragraphs and other provisions and
requirements of D.89=02-025 dated February 8, 1989, except as
expressly modified here, continue to apply to MCI after the
effective date of this order. .

3. All other relief requested by MCI in its petition for
modification of D.89~02~025 is denied.

This order is effective today.

Dated , at San Franciscé' Califormia.

G. MITCHELL WILX
i - President
: - STANLEY W. HULZTT
I abstain. ' ' JOHEN B. OHANIAN
' PATRICIA M. ECXERT
/s/ FREDERICK R. DUDA Commissioners
Conmissioner : .

R .
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