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Dec;sxon 91-03-059 March 22, 1991 ( _
BEFORE '.‘I.'HE .PUBI.IC UTILITIES COMMISSION OF Tbilﬂ'ﬂl OF CALIEORNIA,

,,.‘\‘r“.

FV*fT
Application of AT&T Communications - ) -
of California, Inc. (U5002C) Under .. ).
Rule 15 for Authoxity to Restructuxe ) Applmcatlon 90 06 058
the Voice -Grade Private Line’ Servxce'; (Flled June 26, 1990)
)

\ o 4.,._"‘ - :.‘}'r,'." S

and Foreign Exchange Service. .

Summaxy : S SRR
Thxs decxsmon grants AT&T Communicat;ons of Caleornxa,

Inc. (AT&T) .intexrim authority to restructuro the rate elements for
its Series 1000, 2000, ‘and 3000 Channel Service (Voice Grade
Private Lmne Serv;ce) and Forexgn Exchange Servxce.:éw;J

.on. June”ze,‘1990'-Am&T filed”dn3e§pl£catieﬁ“requesting
authority to rxestructuxe the rate elements for. Lts voxce gradel
private line serv;ce and. fore;gn exchange servxce, The proposed
rate structure mirrors AT&T’s interstate VOlCe grade private line
service rate structure as ‘set forthﬁxn Federal Commun;cat;ons
Commisgsion (FCC) tar;ffa 9, 10, and 11. S t,frﬂ:fﬁ

In general, voice grade. przvate lxne servxce ‘is composed
of two distinct sexvice elements. (1) an ;nteroff;ce channel
furnished by ATED using- ;ts network facllltles between lts POLNLS
of presence (POPs), and (2) a local channel or speCLal‘access
element that AI&T'purchases from the local exchange carrxers (LECs)
in order to comnect’ the_cuetomerglgp;emages to: A@&TfsMPQP. AT&T’s

1 A voice grade servxce is:a- serviée sﬁitable“forvtﬁe
transmission of-analog- signals-within a'frequency-bandwidth of
approximately 300 to 3000 Hz.
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current voice grade pr;vate line servxce tarlff requlres that the
customer buy both the local ‘channel-and inter-office ' channel’”
elements from AT&T, in order to receive full. pxemmses-to~premxses
servzce.‘ The, proposed rate structure unbundles the-present rates
to offer ‘customexrs the choice of select;ng, in- add;t;on to-AT&T s,
interoffice channel, optional local channel serviecestr LT m
AT&T’s application states: T

"AT&T’s rates for its present Voice Grade Local
Channel rate elements do not reflect the prices
the LECs charge for the Special Access
facilities AT&T employs in providing Local
Channel sexvice from its POP to the customer’s
premises. The LEC’s Special Access rates are:
significantly highexr than the rates AT&T
charges customers for Local Charnels under its -

. present Private Line rate :structure:. -~Fox:. ,
example, AT&T charges a rate of $26.24 for a
4-Wire Local ‘Channel element regardless - of -its -
length. The equivalent Special Access rate for .
a Local Channel set foxth in Pacific Bell’'s |
access tariff is $66.72 or 150% morxe for a zexo
mile length facility; a seven mile 5pec1al -
Access facility is priced at $96. 80 ox 270%
more. Further, when provided-by General
Telephone, a Special Access facility .of zero. - ..
mile in length is priced at $55.94 or 113% more
than ATsT charges for the equivalent Local -
Channel; at seven miles in length, the Special- .
Access facility price of $222.96 is 750% -more
than AT&T oharges for a Local Channel. '

"The pr;c;ng dlspar;tles between AT&T s rates ,
and the rates for access provided by the  LECs-
“harms: AT&T’s position in-the market because it. ...
precludes AT&T from pricing its Intexoffice -
Channel competitively. As a result of the
Local Channel being priced too low, AT&T has -
had to price its Interoffice Channel quite high
in an effort to recover the total cost of
providing service. In contrast, AT&T’s
competitors’ Local Channel rates moxe
accurately reflect LEC Special Access prices
allowing them to more competitively price their
Interoffice Channels. If AT&T continues to
provide Private Line Sexvice at averxaged,-- ..
.. bundled rates,- its compet;tors w;ll be . able to
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attract-certain low cost. customers because the
present avexaged, Jbundled: rate.structuxe .
results in incorrect . cost.assignmentﬁto-the :
rate- elements,- espec;ally the: Local Channel
element.” . A S RS T RV

By this application;\Am&T?éeeké”rote bandé“ofris% above
and below its interoffice channel refexence rates as shown in
Scheduled Cal. P.U.C. No. -C9. AT&T requests authority to--change
interoffice channel” rates w;thin the rate—bands by advxce—letter on

Al

f;ve ‘days” notice. e R
On August 3, the Division of- Ratepayexr' Advocates: (DRA) "

filed a protest to the application.' 'DRA’ objected to 'a’proposed:
rate increase for some intrastate voice grade’ prrvate 1;ne~serv1ce

customers. Accordrng to DRA’s protest, - - SRR

“The xeason for our object;on is DRA’s recent -
petition to modify Decision.88-12-091 to
reexamine the reference rates currently in
effect and the rate bands associated with them.”
Because of this filing, DRA does not believe.
that it would be appropriate to make an

isolated rate adjustment for private line
service at this time. DRA therefore recommendt,
that a rate increase for private line sexvice
not be granted now but that the proceeding’ -
should be consolidated with the proceeding. -
dealing with DRA’s petition to modify the abovc
decrsxon. R

On September 21, 1990 AT&T f;led a pet;txon for S
1mmed1ate rnterlm approval of xts request to restructure the o
serv;ces._M,H )
Although this pleadmng is captxoned as di"Petrtlon,ﬁ ;t LS more‘ i
propexrly class;fred as a response to bRA’s protest.' In thrsj"
pleading, AT&T argued that the remedy sought by DRA can be obta;ned
wzthout delay;ng the authorrty sought by AT&T s appllcat;on.f

Accordrng to AI&T.,

"In its Appl;cat;on, AI&T made lt very clear ,
"that the rates and rate bands it is requesting -
are to be interim until the costing. methodology,
supporting those rates is approved. AT&T has

e
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no-objection to these rates and rate’bands-also

remaining interim'pending-a- ‘decision ‘on the«DRA

petition to modify Decision-88=12=091 (ox-in”

the alternative, to include the revenue- effects

of the restructured rates in any modification

‘of Am&r s revenue requmrement)

On October s, DRA filed an opposrtxon to AI&T’S petition
for immediate.interim approval. -DRA opposed further restructuring.
of individual services until the issue of framework, restrxucturing.
is settled. DRA recommended that Application (A.) 90-06-058 be .
consolidated with A.90-07-015.. As an alternative, DRA stated that
it would agree with interim approval.of the present request to.
restructure these services if. an,equal,reducticn‘inQMTSHratec;weren
adopted in the interim orxder... ... . - S

On January 22, 1991, AT&T flled.Advrce Letter No. 196 to
reduce its basic ‘toll rateslby approxrmately $20 m;llxon per year.
This advice letter also reduces AT&T’S.. other servrce rates by
approximately $10 million- pex yearuvt " SRR g

In view of AT&T s,flllng of Advrce Letter. No 196, on
January 31, ‘1991, DRA withdrew rts protest. of- A. 90-06 053, subject
to Advice Letter No. 196-becomrng effectrve.j,. .

Adv;ce Letter No. 196 became effective March 3, 1991.
Discussion o
AT&T's present voice grade private l:.ne serv.xce rates do
not accurately reflect the costs assocrated wmth provmd;ng the
local channel and inter-office channel rate elements. ~ AT&T’ g
request to unbundle zts rate structure for its vo;ce grade Prrvate”
line service into an rnteroffrce channel element and a local '
channel element lS a logrcal response to Lts need tc prrce thesevﬁ‘
services at rates that axe close to the costs of provrdrng ‘the’ """
sexvice. Unbundling the rate structure will enable ATET to‘reduce
its interoffice channel prxces to levels that are competitzve with
similar offerrngs of‘other carrrerswn.Unbundled local channel rates
would reflect -the ‘actual cost of access-to individual -customers, so

VOO
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that the lnteroiflce channel xates would no.longer:subs;dize the
local channel customer.ﬂ Am&T should be authorlzed‘to unbundle its
voice grade prlvate llne serv1ce lnto lnterofflce .chahnel and local
channel rate.elements. ... ' . vl 77 ‘?fﬁl:;,

AT&T" requests. prlclng £lexablllty £or Jdts: interoffice
channel xate elements. Am&w requests authorlty to seek approval of
changes within the cuthorlzod rcte'bonds on’ flve doys notice by the
filing of an advice letter. A&&T was granted such rate flexablllty
by Decision (D. ) 90- 04 024 for its. present. TL.5 and' DDS premises-
to-premises services. . AT&T accordlngly flled tarlffs thut provided
for +5% and -15% rate bands around the reference rate. Am&T s
request for srmllar prxc;ng flexlblllty for the lnter-offlce
channel rate elements of the-wvoice grade prrvate llne serv;ce,
within a band 15% above and below the reference rate, is.
reasonable. As in D.90-04- 024 “we wmll require Am&T'to~serve a
copy of each such advice letter by overnight dellvery, upon each
party who requests such dellvery. AT&T»does. not seek‘prlcrng
flexibility for its local channel serVLce. ]‘ﬂ,“" T?[ﬂ

As we - stated in D,88-12-091, the long—run lncremental
cost methodology used by Am&T to support ;ts reference rates and
associated rate bands for‘;ts ‘interoffice channel servmce has not
been adopted by the Commlssron._ Thls methodology ;s belng reviewed
in A.90-04-001. Therefore, these reference rates and associated
rate bands should be interim. rctes. Am&T agrees that these rates
are provisional and subject to adjustment, if necessary, to reflect
the costing methodology ultlmately adopted in, A,90 04 001.

AT&T S requests for interim authorlzatlon,of ‘a local
channel transrtlonal prlclng algorlthm and a multl-servrce volume
pricing plan axe - reesoneble -and ‘should- be'authorrzed.ul»

AT&T also proposes to. modlfy “the pre-drvest;tute Foreign
Exchange (FX) rate stxucture. - Accordlng to AT&T's- appllcatlon-

"AT&T’S proposed [FX] rate ‘structure ls“*““H
consistent with AT&T’s. Interstate FX 'rate:
structure and ls ‘comparable to. the ‘way FX
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L sexvice:iis: provadeduby other Intexexchange::ir-. ol
,,Carrlers. With this filing,.AT&T proposes to .
" only provide’ ‘the Private Line Sexvice ‘portion” '
of: FX sexrvice toits present FX: customers.. -: ..
AT&T will provide the Private Line Intexoffice
Channel element between its POPs, and the LECs
- will provide FGA Switched ‘Access- sexvice,: as:
identified in their access tariff, from the
customex’ spec;f;ed LEC FX central office to
AT&T’8 POP. ' The customexr will be AT&T’s: .
Private Line Service customer and will be .
billed by AT&T for the Interoffice Channel
element between its POPs. The customer will
also be the LEC’s FGA Switched Access sexvice
customer and be billed by the LEC for that
service.... Also, under AT&T’s proposed
Private Line rate structure, FX customers may
obtain Special Access from their premises to
. AT&T’s POP by purchasing access eithex: fxom
AT&T’s Local Channel Private Line Service,
Tariff oxr from a LEC Special Access service
tariff, or alternatxvely they may provision
thexr own access. o _

" vo JATET has proposed Local Channel trans;tlonal S

pricing arrangements which use the present
Local Channel charge as the basis'of - ' [~
calculating transitional Voice Grade Private -
~ Line rates. Howevex, AT&T is unable to offer
.its existing FX sexvice customers a similaxr
transitional pricing arrangement because: they
are not paying a private line Local .Channel
chaxrge today under the present FX service -
structure. Consequently, AT&T has no way of .
developing a transitional pricing algorithm
us;ng the Local Channel charge as’' a basls.

"Accord;ngly, to lessen the potentxal rate
impact on existing FX customers and to provide
them a period of time to.pursue. alternatxves,to
FX sexvice, AT&T proposes to "Grandfathex” the
existing FX customers ‘and continue to charge"
existing FX sexrvice rates for a period -of one.
year following the grant of thls Applxcatlon.w

. *AT&T proposes that its present. method of-. R
providing FX be limited to those customers,Vﬂ“,
locations, and quantities in sexvice as: of the'
tariff efféctive date. The’ present FX' offering
for existing customers would remain in' effect
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- foxr ‘one yeax- from the'taxmff effective date., iy v
,_Ax that time, all rema;n;ng FX customers, .
"locations, and quantities would be-converted-to

AT&T'’s Private Line Service and LEC:FGA. ~. o~

Switched Access."

We will approve AT&T’s proposal. for mod;fy;ng ‘the Fx rate
structure. LT o
gjgg;ggg__g;xggg ST e i T

le . AT&T f£iled .an application:to- rest:uctuxe-xts xates for-.
voice grade private line sexvice on:June 26,:.1990. oy o soo o

- 2. .DRA filed a protest to the application-on-August.3, 1990.

. 3. On January 31, 1991, DRA withdrew-its: protestp»subject %=l
AT&T Advice Letter No. 196 becoming.effective. : v

4. Advice Lettexr No.. 196 became effective on: March 3 1991.

5. AT&T presently provides voice grade private-line sexvice
on a bundled, averaged premises~to-premises .basis.... oo e

6. AT&T proposes to-unbundle the.voice grade private:line
service into two rate elements.. - .. Lo o ol LG ne a5 L

7. AT&T’s proposed rate structure will allow a customer to.:
purchase the interoffice channel element from AT&T separately from
the local channel element, which-the:customer can then puxchase
from AT&T, from the LEC, or provide it himself.

8. The unbundling of the present.rate:structurerallows AT&T
to reflect its actual cost of access and network costs in the
individual rate-elements, thereby allowing-AT&T:to offer:its: voice
grade private line service at competitive Xates.: ...’ o Cwlviod

9. The unbundling of wvoice grade:private line: sexvice will.
result in. s;gnxfxcant ;ncreases 1n local channel charges to some
customers. , SR he o ‘Qw‘,

10. To m;tlgate these anreased charges,gAiéf'requests
authority to use. trans;t;onal pr;c;ng algor;thms to. l;m;t increases
in local channel charges for two years. ~w~L~ O '

1l.
to support the proposedqlnterogf;cedchannel,rateswunrhepComm;ss;on

.

.
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is evaluating costxng methodology “insA. 90 04- 00'*avAr&I*proposes
that the rates. and charges for ;nteroff;ce channel sexv;ce arxe
provisional and subject to adjustment ‘to. reflect the cost;ng
methodology adopted in A.90-04-001. o o
12. A-public hearing is mot . necessary. : ...
nclusions W Lo VR

1. AT&T’s request to restructure its xates for Voice:Grade -
Private Line Service.and Foreign Exchange Sexvice .should be .granted
subject to the conditions set forth in the oxdering paragraphs.: .

2. The reference rates and corresponding rate bands .for the
interoffice ‘channel sexrvice rate ‘elements should be. authorized.

3. AT&T’s request to make changes within the rxate:bands for
intexoffice channel:service effective on five days - notice should be
granted, provided .that AT&T serves its advice lettexs .on any party
S0 requesting by overnight delivexy. CLTes s Lot

‘4. Because AT&T’s petition: for immediatecintexrim: approval of
its applxcat;on is unopposed, this decision should:-be effective :

today, Lo B A TG

IEEEBI!_QBQBB

- XT XS--ORDERED:: th&t'“"”j ESSCHN T :
© 1. AT&T Communications of Caleornxa, Inc..(AT&T) LS. granted
interim authority to restructure its:Voice: Grade Private .Line..
Service and Foreign Exchange Serxvice consistent with this. decxsxon
and -subject to the following.conditionsz: ... o7 0w &

.. a.’ Final ‘authority for.the interoffice channel::
reference rates and corresponding rate
bands is defexred untxl resolut;on of
A.90-04-001.. " . . w e

The rate bands for“thé inéérofiiﬁéﬁchaﬂnéi i
rate elements. are limited.to departures not
~ greater than 15% from the reference rates.

'AT&T shall specifically:designatecthe '
reference rates as well as a clear
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definition of the price lists in the tariff
£filing authorized by this dec¢ision.

AT&T is not authoxized pricing flexibility

to change its local channel rates by advice
lettexr on five days notice.

2. AT&T is authorized to change its rates within the rate
bands by advice letter on five days notice.

3. AT&T is authorized to file, after the effective date of
this oxder and in compliance with General Oxder No. 96-A, tariff
sheets consistont with this orxrder. The tariff sheets shall become
effective on not less than five days notice.

This oxder is effective today.
Dated Marxch 22, 1991, at San Francisco, California.

PATRICIA M. ECKERT
President.
G. MITCHELL WILK
JOHN B. OHANIAN
DANIEL WM. FESSLER
NORMAN D. SHUMWAY
Commissioners
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