
• 

• 

ALJ/i.I~/lft ' 
Maned -~ '- - -

-'.).--
--.. -

'Decision 92-01-023 January 10, 1992 
, iJAH13.,m" 

BEFORE THE PUBLIC UTILITIES ,COKHI$SION OF THE ST~.'rE OF CALIFORNIA.· 

I~ the Matte~9f the ApplicatiOn ) 
QfPacific sell, a corpOration, I 
for authority to increase certain 
intrastate rates andcharq8s to , 
telephone s~rvice furnished within ' 
tM State of California. I" " 

And Related Hatters. ~ 

____ ~------------------_----I 
OPINION 

o mn@ncrUi'tn, ~"., 

~ 
, .. ,', ' ' 

Ap 1l!Y~!uYLW1~34 ,~' 
(Fi ed January 15, 1985)' 

r.85-03-078' 
011 84 

r.87-11-033 
Application 87-01-002 

1.97-02-024 ' .. 

This decision addresses several outstanding mAt.ters "o'ri ~.", 
the subject of inside ~ire which is general.ly the wlringcoilrtecilng' - ' 
customer telephone ~quipmerit to utility te16phone wires. We ,a~6Pt " 
the provisions 6f a 8ettlem~nt filed in this pioeeeding with"two 
minor exc~ptions. The settl~men~ propos$s certain rate desiqfl. 
principles and -demarcation points- for inside wtre facilities •. 
The adopted prov'isions of. the settlement' resolve a petitioit to 
modilyfiled by pacific nell (pacific). This decisiort also 
responds to a joint motion filed by Utility Consumers Action . 
Network (UCAH) and Toward Utility Rate N6rmalization (TURN) seeki~9 
an !ttdependent study oiir'iside wire policy ill California. FlrtailY:, 
the decision finds UCAN eligible for compensation in this part of . 
this proceedinq. 

I • Background 

Issues relating to local exchange company (LEe) inside 
wire have been the subjeot of n~merous Commission decisions oVer 
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. the Years."- ~nerally, the COmrdissi6n has ·s·ouqhtto promo·te_ 
competition tor inside wire J!laintenance and installation. -~ As part 
of this effort,De¢isiprt (D.) 90-10-064estal?11shed po11:cy -f6t - _ 
se-tting -iod~m~l!c'ati~n' i>6:.tnts. • A -demarcation point is the pl~¢~: in 
or about a-~' cJst6m$1"sptemise where the utiH.ty/s inside wire Os tops 
and lhe customer's inside wir$begins. The demarcation point: 
therefore d~fines the relative responsibIlities of customers and 
utilities for repair arid maintenance of insIde wire. 

In D.91-02-(H8, we responded to an emergency petition 
filed by pacific. In its petition, pacific stated it required 
substantially more tb19 tc? develop tariffs for settinq demarcation 
POints than prOVided in 0.90-10-064. The petition stated pacific 
needed this til?e in order to ·unb~ndle - riser cable charges. _ _ 
Unburtdlirtq~risercable means that pacific would charge customers 
separate tariffed rates for the installation and maintenance ~f 
riser cable and for each product and service associated with riser 
cable. _ .. 0.91-02-018 concurred with pacific's move toward unbundling 
charqes fot riser cable prOducts and serVices but found that 
Pacific had no authority to undertake such a major rate desiqn 
change withoutspeci£ic Commission authority. We dir~cted Pacific 
and othe~ LEes t6 comment 6nthe advisability of unburtdlingriser 
cable. We also sought clarification regarding whEl!:ther and how the 
LEeS could treat private branch exchange (PBX) and Centrex 
customers -alike- as they were require~ to by D.90-10-064. 

On Harch 28, 1991, paoific filed a petition to modify 
D.91-02-018. paoific states 0.91-02-018 -erroneously precluded 
discussion of th~ unbundling of riser cable charges for r~siderttial 
buildings and in existing buildings, and believes unbundling riser 
cable charqes in residential and existing buildings should be 
addressed by the Commission. It also states D.91-02-0i8 confuses 
the terms -riser cable"·" and -inside wire- and asks for formal 
recognition of the differences between these terms. 
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II. Pacifio's Petition to Mod~fy D.91-02-018 

Pacific filed a petitiOn to modify 0.91-02-019 sta~tn9, 
that ihedecision cohfused riser cable with inside wire and in so 
doing etX'ad in its finding that th~ riser cable charges inexistirt-g 

- and (multiunit) residential buildings should not be uilbundled. 
Pacific first states that riser cable is mOre appropriately. " 
referred to as intrabuilding network cable (INC), which is" th~ 'tetM 
designated in the uniform system Of Accounts. 

pacific distinguishes INC from inside wire by commenti~9 
that IN.C. is located On the utility's side of the demarcationp6int. 
and is a regulated ptoduct.Insidewirel on the other handits 
located on the customer#s side of the demarcation POint and "is 
detariffed. 'Comple~ inside wire is not part Of the utility's 
revenue tequirement(~lthough simple inside. wire remains' ·abOve~ 
the-line- fOr intrastate ratemaking purposes pursuant to public 
Utilities Code section 461.2). Pacific also states that I~Ca~d 
inside wire. are physically distinguishable in that INC consi~t~of 
several paIrs of wire encased in a sheathed cable. I~sld~ wl~e 
consists of wire pairs which are few in number (in the case of 
simple inslde wire) or which merely connect station equipment t~ 
each other or to the common equipment (in the case of complex 
inside wire). 

pacific comments that unbundling INC cha~ges would not 
change the demarcation points set forth in D.90-10-064 or change 
policy in that decisi6n which requires the utilities to instalf and 
maintain INC in new and fully renovated buildings except where 
customers or building owners provide their own cable. 

PAcific states that 0.91-02-018 ~s inconsistent with . 
0.90-10-064. 0~90-10-064 directs the LECs to treat residential and 
commercial buildings alike whereas 0.91-02-018 directs the 
utilities to treat them differently. pacific believes 
distinguishing between residential and commercial buildings would 
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be _ impractical, because manybuild'ings are both resid~ntlal -an'd 
commercial. paoific believes the distinct'ion may also be -
di.scrimitlatory, pacific believes ifcharqes for mairt"tenance of new 
INC for new and fully renovated buildings are "unbundled; it will 
also be 'necessary to unbundle maintenance 6f embedded INC in" " 
existing buildings. This is beocause" of the practical difficultIes 
assooiated with ascertaining the inst~11atioil date of INC for th~ 
purpOse of knowing whether maintenance would be provided a~ no 
charge Or according to unbundled tariffed rates. , 

ORA supports Pacific's petition, GTE caiifornia, Inc. 
(GTEC) generally suppOrts pacific's petition but suggests the 
Commission resolve the petition in conjunction with r~sOluti6n of 
other technicai matters to be considered in this proceedil'l.g~ .~ 

We concur with pacific that 0.91-02-018 confused -riser 
cable,· or INC, and inside wire .. Both this'commission and Federal 
Communications CommlssiOn(tCC) rules treat INC and insid~ wire 
differently at t~i8time. We did. not' intertd io change the , . 
regulatory treatment ot INC. Nor did we "intend that- r~sid~ntial 
and cOinmttrcial-buildings be treated differently for purp6ses of. INC 
regulAti6t.. He will make the modifications to o.91-0i-01Bwhich 
Pacitio suggests and consistent with related provisions 6£ the 
settlement filed in this proceeding. 

III. The Settle.ent on Issues Re~ated to unbundling 
Il!C, ne.arcatiol'l POintS, and Related Hatters 

On October 16, l~9l, several parties to this pt6ceeding 
filed a settlement on numerous outstanding issues in this 
proceeding. The signatories to.~he settlement are pacific, GTEC, 
Divis1-on of Ratepayer Advocates (ORA), AT&T Communications of 
california, Inc., the County 6f Los Angeles, C~ntel of California, 
Inc., General Services Administration of the State of california, 
Pinnacles Telephone Company, and several small LECs (ROseville­
Telephone Company, Calaveras Telephone Company, calif.ornia-Oregon 

- 4 -

• 

• 
-. 

• 



• 

• 

at ale ALJ/KIH/jft 
, , 

- -

Tefephonecompany t Ducor Telephone CompAny, Foresthill: ir~1~'ph;6rt~' 
c()mpany, Happy valley Telephone company, Hornitos 'T~1t\ph6Ile " 
C6mpatly" 'ponderosa Telephone Company, Volcano Telephot\~C6mpaiii; 
and HinCterhaven Telephone Company). " ' 

The settlement is attached as Ap~ndix A of thIs : 
decision. 
A. Description of the settle.ent 

In general, the settlement ~xplains that its prov ifil0I:ts '~ 
will promote competition itl the market fOr customer-provided 'INC 'by 
requiring the utilities to unbundle INC charges rather thc1fi,ofier, 
tha prOducts at no charge, wh.1ch is the current prJlctice~ The ' 
settlement's provisions are consistent with proposals set forth'in' 
~pacJ:fic's petition to modify 0.91-02-018. The set.tiement ai~6 
states, th~t centrex and PBX customers will be treat~d alike;: ',' 
consistent with 0.90-10-064. 

The fol1owirtg summarizes major elements of. 'ihb' : 
settlement, which includes proposed tariff sheets I , 

1. INC will be ·unbundled- to provide separate 
charges for installation, design; and '. ," 
maintenanc~. INC will be. priced using' 
Catego~ II principles ~escribed in ' 
D.89-10-031. , 

2. Building" owners (or designated agents)' may 
opt to have nonutility providers install, 
design, or maintain INC. Building 
owners will be required to purchase INC and, 
telephone compani~s will reduce rates to 
reflect decreas~d costs once ownership of 
INC, if current~y in rates, is transferred 

3. 

4. 

to building owners. ' 

The utilities will install or maintain INC 
as ·vendor of last resort· where no " 
alternatives exist, and utilities will also 
provide tariffed installation and .'" '., 
maintenance services in competition with 
other providers where options do exist. 

Recovery of embedded INC investment may be 
accomplished either by way of standard 
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depreciation. expense recovery over the ; ..... 
remaining life of the investmertt, or byway 
of accelerated depreoiation OVer five ..• 
years. At the end of the rec~very periOd, 
the utilitywlll relinquish owner.ship of .. 
the. embedded INC to ~he build~ng owner 'and 
will retire the inVestment from its books 
6f account •. 

S. Comparability of treatment between ,PBX and 
cer:ttrex customers is ~cco~plished by·niovi~g 
the current demarcation points from the' .' 
jack to. the local loop demarcatiOn pOint '.' 
which is to be located at the point of 
entry to the facility. . 

6. Recovery of certain costs associated with 
implementation of settlement provisions, 
including accelerated depreciation . 
expenses, would be accomplished by way of 
surcharge on all intrastate services. 

7. New tariffs will go ~nto effect 18 months 
after the issuance of a commission decision 
and following consideration of costs and 
rates in Investigation (I.) 87-11-033'·· 
(. implementation rate design· for .. ~ ... 
LEes) • The lS-month periOd is needed to . 
inc()~rate pr6ceduX'al changes and permit: . 
the building industry, buIlding owners, and 
customers time to adjust to new policies 
and practices. 

8. Revenues associated with the newly . 
unbundled INC products will be credited to 
ratepayers by way of a billing surcredit on 
all intrastate services. 

9. Utilities will notify the building , 
industry, building owners, and custom~rs 
regarding changes to current practice's_ and 
policies. Notices will be made at several 
specified junctures between the time a 
Commission decision is issued and the 
implementation of the changes. 

10. Pacific and G~EC _will track marketing ari~ 
financial activity for INC and inside wire 
services and provide the information to the 
Commission through 1995. 
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The parties to the settlement filed comments in suppOrt 
of. the settlement. . In their conunents I the parties noted enActmeJ\t' 
of Senate Bill (S8) 841. 58 841 requires ·the lessor of a 
residential building to be responsible for" instaliing and 
maintaining jacks-and inside wirinq. The law also requires each 
LEC to notify its residential ·customers of tho legal changes.· 
enacted under the bill •. In order to make the settlement consistent 
with S8 841, the parties amended the settlement to provide that the 
utilities will·n6tify customers of the effects of 5B 841. The 
amendment to the settlement, filed November 22, 1991, does not 
change other settlement provisions. 
B. C~nts 6£ Parties Who Did Not Join in the settlement 

The Department of oefense and other Federal Executive 
Agencies (DOD/FEA) and several small LEes filed cOmments in 
oppOsition to certain elements of the settlement. 

Citizens Utilities company of Ccalifornia (Citizen~) '. 
generally supports the settlement tilt objects to portions oltha· 
customer notification requirements as burdensome and unnecess'clrY.· 
Rather than requiring all LECs to notify customers and iridlviduaY· 
buildinq owners and ind~stry members, Citizens s"uqqests LEes o~·her 
than pacific and GTEC be x:equired to n()~ify only their cust6met:s-~ .. 

Similar comments on notification requirements were 
subllitted jointly by sev~ral other small LECs (CP National', Evans 
Telephone company, GTE West coast Incorporated, K~rman Telephone 
Company, Sierra Telephone company, Inc., The Siskiyou Teleph?ne:. 
company, and TUolumne Telephone compahy). These small LECs als6 
object to the reporting and tracking requirements propos~d 'by the 
settlement. They state providing such information would pladean 
unreasonable burden on their resources and that the requirements 
are outside the scope of this proceeding. 

DOD/FEA generally supports th~'settlement but objects to 
provisions which require that (1) there be a single lQPal loop 
demarcation point for new continuous property, and (2) that no new 
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local loop demarcation points will ba provided on axisting 
continuous property unless the property owner pays for the 
necessary additional network cable and net~ork facilities. DOD/YEA 
comments that a single demarcation point 1s not appropriate, {or 'a 
facility such as a military base which has such a diversity and 
nUlIlber of customers. DOD/FBA urges the- Commission to retain its 
previously stated policy that customers on military bases be 
treated as any other customers. 
C. DiscUssioil 

We are generally pleased with the settlement-' presented in 
this proceeding. outstanding issues ort subjects relating to ~ate 
uJ'lbuildlil'uJ and demarcation points were particularly well s~ite(fto . 
the settlement process because ofthe~r hiqhlytechnical natur~and 
because the parties to the proceeding agr~ed On the conceptual . 
framework. for developing new tules and tariffs. 

• 

The settlement promotes our objective of increased . • 
competition in the inside wire industry by clarifying technical 
definitl6~s of 'utility facilities and by further unbundling utilIty 
services. Revenues der~ved from new c~arges for INC servlc~s ar~ 
credited to ratepayers as a whole, thereby AVoiding"a windfall lor 
the utilities, Th~ sett1.ement..also incl.ude~ an aqgre~sive custom~r 
n6tification program. 

Although most parties to the proceeding signed the 
s·ettlement, seve~al parties oppo'se certain of its elements. The 
small LECs object to the reporting and notification requirem~nts on 
the basis that the requirements may be ~urdensome for them. 

. , 

Information provided pursuant to the settlement's 
reporting r~quir~ments will assist us in monitoring the progress of 
existing POlicy. However, we do not believe such information from 
small LECs will prove very useful because those companies hav~ . 
small customer bases and are -less likely than the large companies 
to face competition in providing inside wire services. We will 
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not adopt provisions of the settlement which establish new 
reporting r~quirements for LEes oth~r than pacific and GTEC. 

The notification requirements may also proVe 
unnecessarily burdensome for the small LEt~. We believe it is 
unnecessary lor the small LECs to notify all building owners and 
members of the construction industry. It is reasonable that they 
be required to notLfy their customers of changes in regulato~ and ' 
pricing policies adopted in this decision. In order to facilitate 
the spread of information among property owners and the 
construction industry, we will also require the small LEes to . 
notify local building ~rade associations and property managem~rtt 
associations in their territories of these changes. 

Finally, we address ~he concerns o£ DOO/FEA." DOD/FEA­
requests that custom~rs on military bases be" considered like other 
residential customers for purposes of inside wire pOlicy. DRA,and ,­
pacific oppose this treatment, arguing that military housing is , 
located on continuous property which requires mOre complex cabling , 
arrangements. According to ORA and pacific, owrtership and control 
of. the entire property by a single owner create relationships-.c 
between the owner and the serving telephone company which differ' 
from those in residential neighborhOods. We agree with' pacific::and­
DRA that military housing complexes are comparable to dormitories,', ' 
on college campuses and large apartment complexes. We decline to 
carve out a special classification for military housing projects at 
this time. property with similar characteristics should be subj~ct­
to the same rules. We will adopt the settlement provisions for 
continuous property. 

By declining to adopt certain notification and reporting 
requir~ments proposed in the settlement, we are technically . 
rejecting the settlement as a package. We are, however, adopting 
all el~~ents of the settlement to which there is no 6pposition. We 

. are also adopting one settlement provision which is oppOsed by 
DOD/FEA. No party has requested hearings on any issues raised by 
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the settleltlent, and we therefoi.·~ bGlie-ve it -reaso-nAble to 'issue 
this decision without hearings and on the basis of the parties;· 
c~mments. We also beli$ve-the exceptions ~e make to the settlement 
are minor and do not appreciably dapartfrom the basic intent 6f 
th~ settling parties. 

Hith the minor changes noted above for reporting and 
notificati:0n procedures for small LEes, we will adopt the 
provisions 6f settlement. 

IV • Request Of UCA.R and TURK fOr an -Independent Study 

o~ July 8, 1991, TURN and UCAN fiied a joint statement 
asking the Commission to undertake an independent study 6f the ' 
effects ot. inside wire policies On customers. TURN and" UCAN 
believe that detariffing of inside wire has not been successful-­
from the standpoint of Silall customers and argue that an ~assessmeilt ~_ 

of Commission pol. icy is appropriate at this time. 

• 

--

• pacificl GTEC, and ORA filed comments to the proposal.- ~ 
offered by- TuRN and UCAM. DRA supports the proposal to undertake a 
study. Pacific does not. object t6th~ study, although it objects __ 
to s6me of the characterizations in the proposal regarding LEes' 
activities arid potential problems. G'l'EC believes the study would 
be a waste of time and effort. 

He share the concerns of TURN and UCAN about the 
cOmpetitiveness of the market and customer education. At this·· 
~int, however, we are not sure that an extensive study is 
necessary. T~e notiflcati6n requirements of the settlement adopted 
today will further info~ customers of their rights and 
obligations. Concerns over the competitiveness of utility inside 
wlxe xates and char9~s will be addressed in the rate design 
proCeeding in I.87-11-0l3. -

On the other hand, several years have passed since inside 
wire was detariffed, and it is reasonable to undertake some 
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monitoring of customer response~ In order t6assur~ 6urselv~s"that 
customers ~re reasonably well it-formed, we wii~ direot the. _""~ . " 
C~lssion f\dvisOry and C6mpliance fiivisiOfi(CACD) tomanagEt:a . 
fimit~d coXsultant studYt "to be funded by pacific and GTEC; which. " , 
would explore whether resldEu\tial and simple buslrtess cu~t6mers'Ai~ 
lnf6~ed abOut existing inside wire pOlicy. .ThiS study m~y 
consider similar studies undertaken by oth~r 9roups~ such as UCAN t 

and should be submitted by December 31 t 1992 to thea8si9~ed 
admlnistrath+~. law judge and served on parties il\ OIl" 94" who" 

"request copies. "Following completion Of the study, we will 
" . consider whether . further action is warranted. 

v • u¢AB' s Requ.est for it Fincllng of -BligibilitY " . 
. -

Pursuant to Rule 76.51 et seq. oftheC()mmissi6n~s'Ruies 
of practlee-and'pr6cedure; uCAN filed a reqUest I.o~ flr\d!l'lq'6{. 
eliqibility to receive iiltervenor funding in this 'part Of.thits ,. 

, proceeding. . - " _ "" 
. _-;__ Rule 76.54 sets forth four requirements that must' be-

addressed in an eliqlbility filingt . 
1. " A" showing by the interv~nor that" " " 

participation in the hearing6r prOceeding 
would pOse a significant financial 
hardship, 

2. A statement of issues that the interven6r 
would addressj 

3. An estinateof thecompensati6n that will 
be sought' " 

4. A budget f6r the interVenor's presentation. 

UCAN s,tates that it has already been found to -have met 
its burden of sh6wing financial hardship during 1990 in 0.90-09-073 
and during 1991 in 0.91-06-010. It states it has alreadyrais~d 
questions abOut pricing and service policies, including the 
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.. ' .. ' 
propriety of pacific's maintenailc~ of service oharge.- UCAN &xpects 
to request approximAtely $20,000 - $30,000 tor time and co~ts"" 
AS,sociated with participating in irtside wire workshops," an amount 
which would increase if further hearings were to ~"held." Its'" 
estimate is based upOn attorney time at ar\ hourly rate of$i60plu~ 
travel costs to San Francisco. . 

UCAN h~s fulfilled the basic requirements 6f Rule 76.54. 
He will find UCAN Qligible for intervenor funding in this" 
proc~ding for its participation ort ~ubjects related to inside' 
wire. 
Pindings of Pact . 

1. o. 91-02-'018 inc\dver~ently failed to distinguish between 
riser cable, or INC, and inside wire. The two are "diffe:tent it-om 
the startdpoint Of regulatory treatment by the FCC and th~ 
COllJllission. 

• 

2. 0.91-02-018 is inconsistent with 0.90-10-064 iiis6fa): a~ -. 
it directs Pacific to treat resldehtial and existing buiidi~9S 
differently from new and cOmmeroia-l buildings for purposes 6£ . 
installing ~nd mairitairling ri8ercable~ 

, 3, "The settlement filed in this proceeding addresses 
", outstanding i8SU~S related to demarcAtion points and unbundling of 
.. rls~r cable or INC. 

" 4. The settlement tiled in this proceeding sets forth rUles 
, , and polioies'which p~o~te Commi~8ion objectives of increasing 

competition il) markets for inside wire installation and 
maintenance, and also promotes competition 'in markets for 
installing and maintaining INC. 

5. The settlement filed in this proceeding sets forth pOlicy 
which ins~itute~ n~w rates and cha~ges for INC whil~ precluding the 
opportunity for the LEes to receive a windfall from associated "new 

" , 
revenues. 
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. 6. The reporting and notification requlrern~nts o'fthe 
s~ttlementJ as they apply to LEes other thair pacific and GTEC , 

would impose an unnecessary burden on smallLECs. 
,7. Military housing projects are comparable to other 

residential properties, such AS college dormlt6ries,frOm the 
standpoint of property ownership al'idfacl11ties· arrangements·, 

8. The commission has not undertaken any studies· 6f ·whether . , 
residential and simple business customers are, well ii'.liormed ~bou't.· 
inside wire pOlicy which affects them. 

9. UCAN filed a ra,quast for' finding of eligibility to 
receive ihtervenor funding on June 7, 1991.. 

10, In 0.90-09-073, th~commiss16n iound that UCAN h"ad 
demOnstrated fiftaitcial hardship f6~ participation during 1990. ,in 
0.91-06-010, the C6l1DDissionf6i1ndthatbcAN had deinonstrated' 
financial hardship for participationduriilg 1991. 
Conclusions 6f 'Law 

1. The Commission should grant pacific's ~titi6n to 'modify' 

0.91-02-018 as set forth herein. , 
2. RegulatioJ\ of riser cable in$ta1latlorts andn\al.nter\ari~~ " 

should be the same for residentialartd eXisting buildings, and.new 
and commercial buildings, as set forth inD.90~10~064. , 

3. D.91-02-01S should be modified to permit consideration' of Ii 
unbundling of riser cable, or iNC, for all types of. multiunit ::f[ . 
buildings. t{ ') 

4. The Commission should adopt the provisions of, the.' 1 .; j , 

settlement attached as Appendix A to this d~cisi6n with the !,; " 

exceptions that (1) LEes other than Pacific and G'l'EC should be 
required to notify only their cust6mltrs and local building tr~de_' 
assooiations and property management associat~6ns ~fthe changes 
adopted herein, and (2) LECs other than pacific and GTEC should' not 
be subject to any new reporting requirements listed in the 

settlement • 
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5. The Commission should direct ~ACD to manage a ll.init£id 
consultant study, to be funded by pacifio arid GTEC, of . ,whether : 
resld$ntial and simple business customers are well info.ritied abOut 

~. .. .~ '. 

ohanges in inside wire policies which affect them. .' , 
6 i The COltldis~ion should find that UCAN is eligible 'tal: 

' •. interVenor funding in this proceeding .on subjects relAted t6 inside 

'wire. 

1. 
, 91-02-018 

2. 
followst 

IT IS'ORDERED that. 
pacific sell's (paoific) petition .to mOdify Decision (D.) • 
should be granted as set forth herein. 
Conclusion of LaW 2 in 0.91-02-018 is modift~d as 

- :\ . 

-The Commission should reopen this prOceeding . 
for. the purpose of determining whether charges 
for riset cable (intrabuilding network cable)' 
should be unbundled for all types an~ ages. of ., 
multiunit buildings and for determining whether 
the demarcation point for most services in such 
buildings should be changed.-

,,". ~ 3. The provisions 6f the settlement filed in this 'proceeding 
-", and attached as Appendix A to this decision are adopted with the 

; l 

'<\ following exceptions I 
.~!/ LOcal exchange companies other than pacific and 
,;. ;;\! GTE of california, Inc, (GTECl shall. not be . ,\', ::L; . subject to new reporting requ rements set forth 

. ':" <j; i i. , in section XIV B and Section XIV 0 of the 
,~":.-:,"tJi)J: ' settlement, and 
}/J 1.' /' LOcAl exchange compcuiies other than pacifio artd .; r GTEC shall not be required to notify all 

members of the building industrY or all 
building owners ot· ,changes adopted in this 
deoision, as set forth in'Seotion XII of the 
settlement, but shall notity all customers and 
local building trade associations and property 
management associations of changes adopted in 
this decision. The notification procedures for. 
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?" -::',' .. -, -. ~.; '. ' .. 

·.'\:~~~~-~Oi .. '634' '~t-aL '- AWi~~'~/;'f.~f -- ' -
,. -.. ~ . -

-.. --,.-
-- -:0 

-'-"theCse'-c~8tOin~-r8;-aild:,trade associations shall be 
-those set. forth 'in 'the settlement. 

- -'. ...... - ~?- ~ . ~ 

. _ ,._ 4.- 'tltlfity 't6rts6:itlEt:tIJAot16n Network is eliqiblefor' 
- in-t~r\iG:tl()X' - itiriding ,·.tn ,this pr60eedtng i;ursuant to Rul~ 76. Sl ' 
~t 'seq ~: . - - -, '. - , ' 

_' _ ,5 ..The EJ(~utiv~ DiieotOr'shali direct the commissi6tt -
'"A.dvi~o~ and cOlnplianc6D!vision' to' manage a limited consultant 

_,' study 6f whether and the axtellt o to which residential arid simple ,-
busiries8 customers ar6,awaX'$ of inside wire policy as it Aftects 
them. ~he ,study8hail·~~funded by pacifio and GTE C', The study -•. _ 
shall ~submittedn6 iater tha:n ~cember 31, 1992 to th~ a'ssi9i'1~d ' 
adminiitr~t!ve;l.il~ jiidgeand'sGr\i'ed on All parties to oil 84- who' 
request "bo:pies,' --, -' -
-;This'6-rder:~c6~s : effectIve 30 days from today. _ : 

" 

Dat~dJanuaty-iO, 1992, at San Francisco, C~flfornia • 
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DANIEL Hm. FEstLER: 
President""·· .. 

JOHN B., OHANIAN> .. 
PATRICIA K. ECKERT 
NORMAN D. SHUMwAY 

Commissione:rs 
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APPENDIX A 

I ' -

S~AGREEMBNT 
~. _._ 0 -:.-=-- -'. -:... -. 

'--..: 

THIS SE'M'LEMENT AGREEMENT for the Unbundlll'\g of 

I~ttabul1dlr\g,Netv6rk Cable- and Netvork Terminating wire, and 

settirt<j astatew!de policy for the LOcation of Demarcatl<>n . ... .' 

Points, is entered into this 16th day of October; 1991,betveen 
. 

the undersigned patties, a~d is as tollO~st 

I. A. pROcBDURAL BACltGROOND 
• 

A. The FCC Demarcation point Order 

On Jufle 1.4, 1990, the Federal communications commission 
, ' . 

(-tec-) released a' Report 'andOtder and Further-Notice of 

proposed Rulemaking, in CC DOcket No. 88-57 (-FCC Order-) 'which , ' 

established a ney demarcation' point deti~iti6nt6r telel)ho'r\e,: 

companles. u~det this definition, telephone comparlies h~v. tVO 

demarcation 'point optfons for nev and modified multi-unit' 

buildings. under option one, a teiephone utility may ad.op~a' 
practice of pl.acingthe demarcatiOn point' at the 1l1r\~mum pOint 'of 

entry. The ainimum poipt of entry Ilay be either (1) the closest 

practicable pOint to where'the wiring crosses the propertylirie 

or (2) the closest practicable point to vhere the vitingent.rs a 

Blulti-unit building or buildings. Under the secortd option, "hete 

the telephone utility does not adopt a practice of placlng the 

demarcAtion point at the IDlnimWl pOint of entry, the o ... n~rbt the 

multi-unit building may determine the location of the demarcation 

point or points • (t7 eva sec. 68.3 (part 68.3» 

: ( 



A.85-01-034 et a1. 'APPENDIX, A' . ,. -
" . . -' ~~ .. ". ." ... -. 

TheC6mmission' s October D~Dlarcat loil P61n-t'poftcY~'Deelsfon~~j; , , B. .'~ . -~. : 

In 0.90-10-064 , the Commlssl01\ 6rderedthe'utlYitles to • '. ,'C-.': . -_ , ," '",' 

a:mend their tariffs to effect the f6ll6wlng demarcation point 

pollcie~;t 

, . 

1. The minimum point ot presence for all new and 
fully renovated buildings, whether tesi~e~tial . 
or cOmmercial, shall be at the distribution 
terminal 6n each floor of anI such .,' 
Dulti-floor, single and mult -tenant buUcH"g. 
for all services provided by l6cal e)(chan~ie.· 
companies, e)(Cept as provided in other rules. 

2. ~he utilities shall install and maintain r'ise'r: 
cable or wire in new ,nd fully renovated ,; , 
buildings except where customers or building 
owners provide th*ir own cable or wire. ,',' 
CustOmers and bullc:Hng owners who install, 
their own cable will be responsible fOt l~s " 
repair and maintenance. . . • , 

3. FOt purposes of establlshing~emarcation 
pOints, centrex CU$t6mers and paX customers 
shall be treated alike. 

4. The, utilities may. negotiate demarcation Pofnts 
with building owners and customers whete 
unusual circumstances exist. 

5. The utilities shall be responsible fotIWH in 
cases where the utilit les provide customer, ' 
premises equi~ent, such.as 911 servlces t' coin 
telephone services, and non-modular serv ces 
fot the disabled. 

, -

In effect, D.90-10-0~' requires the utilitl~s to adopt a 

pt~ctice of placing the demarcation pOint tot all,new andt~llY : 

renovated multi-Iloor buildings at the disttibution terminal on 

each floor of such buildings, not at the minimum })Oint of entry 

as defined by the Fce's Part 68.3. Thus, 0.90-10-06' creates a" 
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. '. -
, , ' 

d{lemm~ by requiring the· utiHtle,stoadopt a'demarca,tlonpOir\t'· 
-- ." . '.- - -.- _. -_. - - _. - .. . .. -.;.:...- .. -.. -~ .. -::.- ~ .:.. .. :"'-" -- .'~--... -.::.- ._-;:::--=_.---._-:.. ~:::..::;- . -- -

practic'~(,Hfferent frpm, the practice' vhic~telephO"e ~c6mpan'ie~,' ,.' 
may adop~as option o"eof the FCC, Order.' ACCOrdl"~'tot'heFCC': 
Order, if the telephotu) com~anies do not have a. pta~tice6t 
piacfngthe demarcation P61ntat the, F.cc-definedmitdmumpoh\t '6f 

entry, the bul1(Ung OYil~r may choose the demai'catloft pOtntor , 

points, which logically would be further inside t'he'building th~~ 
the Ftc~definecl minimum pOint of entry. In contrast',' 0.90-10-064 ' . ' 
r~ui'res the utilities to provide riser cable unlessthi! 

customers or 'building owners ptovidethelr Own. Where the 

custoJl.er or building owner provides their own ri$~r cable, the. 

d~marcation point would most likely be at the FCC·s minimUm paint" . 

of entry, not further inside the -buU(HJig~ 

c. pacific sell·s Emergency petition 

On ~cember 20, 1990, pacific Bell tlle'd anEDiergel1cy . .. - - - - '-- .-~ -;.- :-

petition for MOdification of 0.90-10'-0'4' pointing out' the dUemm., ' 

created by the FCC orcl~r and 0.90-10-064.' pacttlc's'petlti6n 

explained that this dllemma could be re~olved if pacific wete 

allowed to uribiu\dle and tariff ,as a cat.egory II service, th~ 
, ' ' 

lnstallation; desIgn and maintenance of riser cable. Pacific·'s 

Petition desctibed many of the beJietlts' which would flov from' , 
, such unbundling. These include the opening to 'competition of a 

broader m~rket for ris~r cab~e and the ability toens~re that ~BX 

and ce~trex custOmers are treated alike tor dematcation Point 

- 3 -
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purposes.'(see SectiOn I.B,~e1o",'~) The pe"tltion also "rioted 
that "the unbund1'lng ot riser 'cable VQuid alfov- pacliic' t<> ~omplY·-"· 
with option one 'oft'he~ ;CCOrdet" by deSig~'a:tlit9 dle pOhltwhere " 

rls.r cable begins as the FCC's minimum point of en~"ty. 

. On December 3r, 1990, and. Janu8ty 19, 1991,"the 

Commission's Division ot Ratepayer AdvOcates (-DRA-) filed 

Comments and Further COllUl1ents, respectively, in suppOrt of 

pacific's petition. No party filed comments in oppOsition to 

pacific's Petition. 

D. The COmmission's February·Demarcatlon point D~cision 

In O.91-0i-018,the co~lssion denied pacific's p.t"!tlon" 
, . --

(which had also sought an extension of time in which to comply" 

with the tariff filing Order in D.90-10-064). However; hi that"' "-

• 

lame decision, the C~i$sion recognized ary inconsistency within • 

D.90-10-064 regarding the reqUirement to treat c"enttex custoZD:e~;; 
and PBX customers alike. TO resolve this inconsistency, the' 

t6mmission determined it would be appropriate to hold 'hearirtgs to 

consider whether riser cable should be unbundled. 

O!'* March 19, 1991, a prehearing conference vas held to' 
consider testimony and hearlngdates On the riser cable 

proposal. Several parties indicated a desire to hold settlement 

discussions on this issue. The Administrative Lav Judge issued a 

Ruling on Harch 21, -l,ggt, suspending testim6ny and hearing dates 

- " - • 



. . . -

:~~'.,c 

--Tl. 

• 

• 

to .llov thepartl~s to'~r()ce~d vi th settlement dtS,C:llsfs'lons --0 - ' • 

regatd'I~9- theunbundllng ot·~~iser cable.--· . 

E. _ pacific's petition to M6<1ify 0.91-02-018 

" On Match- 28, 1'991, pacific tU.ed a' petition to ModHy' 
- , 

b.91-02-0l~ which (1) ~~~lai~s the diff~~~nce between riser c~bl~ 

and inside wire, (2) ~xplains that the proposal to unbundletlset 

, cable would apply to all inttabull.ding ntl!twork -cable (ilINC·); (3) 

seeks a lIodificati6n of 0.91-02-018 to allbw consideration of' thtr 

unbundling of INC for -residential and existing,bui1dln9~;arid:(4) 
explains that the proposal to unbundle INC is not a pt6~S~l. to 0 

el thet 0 d~regulate' -INC or- to change the demarcatIon point policy· 

set forth in 0.90-10-064, I.e., that, vhetetheutllity pcjoovldes< _ • "0 

the INC, the mlnimwii pOint of presence should be -tst'the" . :--,' .,­

distribution terminal¢n the floor of muitt-tl~t bullctlrigs. ;,-. 

On April'29, 1991, and April 30, 1991, respe¢ti~elY~ ORA . -' 

• and GTE c~llt6rl\ia Inco.rpOrated (·GTEC·) tiled comments in _ . 

general support of paeltic's petition, but- e-a~h raised addltion~i 
pOints to be considered., These points at~ addressed in the 

Settlement Agreement. 

P. Settl.ment Discussions 

slnce Harch 21, 1991, thirteen informal settlement 

meetings and three prehearing conierenceshave taken
o

pla¢*wlth 

the final meeting on september 12, ,1991. The part ies attending 
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these informal meetings oSncludeAT'TI Be'ck,'YOung, "t~n_ch" 
:Ack'erjDan~ Building Owners and' Ma'nagers Assoclation'ofca~~ftot~ial • 

citizens Utilities Company,ofCaliforilla, C6nttl TelephOne> 
Company, County of Los Angeles, Division of Ratepayer Advocat';s" . ' 

ofthe_~PUCI YEA/DOD I GTEC: Graham' James representing 

California payphone Association, Moss Adams attendtng6n behali ' 

of certain smaller local exchange carriers, TURN, Roseville 

T.lephone company and pacific Bell. 
In addition tathese Informal meetings, there haVe been 

numerOus conference c'alls betyeenthe ,parties to clarify and 

discuss coneetns and ad hoc subcommittee meetin9,s to discuss 

Issues around technical standards-and COPT services. DurlJ,gthis 
- -

period of time, pacific a1s6 conducted several tours to inspect 

its current demarc4tiot. location in mlx~-use buildings, 

couunercial l?ulldlngs and at payphone loca~lons(b6th ut i 11 ty • 

public and semi-public services and COPT). 

During these meetings, there vere extensive and In-depth 

discussions on the demarcation point policy as ve1l as pacific·s. 

propOsal to unbundle INC and NTW. The parties have addressed and 
. . 

agreed to the treatment ot embedded and nev INC ~nd N'I"w, the .. 
.. / 

treatment ot PBX and Centrex, . a statewide policr for the loca
C

ti6n 

of the demarcation point; changes In customer services and the 

equitable treatment of customers making thos~ changes, a 

statewide definition of continuous property, standards for INC, 

that vl11 become the build)ng ovner's responsibility and a myriad 

- 6 -
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--~ -~ . ; .. ". < ." .• ' 

A ,'8$-01" ':'034 'it'aL< ", 
of Impleine~tat Ion prOblems •. t:l~'t 1 f leat Ion of thes~ changes t9~: 

, three ~eparaie' eu'stomets' basesh4:"e b~er\ ccit's'cuss4!d and' 'agr~ed"';toc.~c 
, - - -." - . 

The'patties hav~' 81s6 agreed t'hat the utilities '1111 need IS 

~nths to tully hDplement these changes. 

. This docUment teflectsthe consensus reached at these 

Ileetings, 

. ' ' 

The patties agree that the folloving benefits vill flow 

,froiD the prop6sal to unbundl~ intrabui lding ne~vork cable' 

(-INC-), as such unbundling is described in this Settlement 

Agreement ., 

A. Promote competltioJ\in the Market for Customer-provided INC~ :" 

,Today, the telephc)I\e utiUties vill design and i~stall " 

INC for no separate charge in mO$t buildings. Hovever,th~reare'" .. 

certain situations vhere the buUcUng ovners provide their ovit' 
telephone building cable. This l~ the' ~as6i.or multi-floor,' ," 

multi-unit residential buildings in pacific's tertit~ry, as 

pacific had not been ptoviciing INC in such buildings based on 

pacific's interpretation of the Commission's decisions relating 

, to simple inside 'lire. This is also the case for single~t~riarii 
multi-floor buildings in .GTEC1S tetritory, since GTE~ does not 

install ,INC in such buildings. 'Also,llany buildingovners, for 

various reasons, prefer to instatl t~eir ovn building cable. One 

reason, may be the efficiency of installing the telephone cable at 

.• 

:.- 7 -



A. 85-01 ~034· et a1. APPENDIX' A . 
• the'same time the" electrical vt'rels ln~talle~. ',Anothette~s~n 

may ~ th'e desl're. tOlns'tall t~~iiities 'dilfe'rent frolD "h~t;'the 
telep'hone cOlllpafiy would nOnna'Uy' install, such as f'lber,t~ther 

than copper, or facilities to support a PBX Instal1atlol\" 

'. 'rhus, today 'there are arid have been oppo.rtunlti~s: for 

other vendors to otter services to building ovners to design' and 

Install riser and lateral telephone cable in build.ings •. 

HoweVer, the parties rec09nize that it Is not truly a'c6I1li)etitlve 

~ituatlon vhen the utility installs such cable for 06 e~tra . 

charge. 
This situation VQuld clearly change if tbe utll'!ties 

vere alloyed to charge s,eparately to install and malntaln:INc. 

venciors vould haye a greater opportunity to compete, ,and' bunding 

ovners vill have DOre options available to them., The parties' 

agree that one reason it Is appropriate to unbuncUe and tarllf 

services for the installation, design and lIlaint~nance of INC is 
t 

to encourage the development of competition in this ar~a~ 

S. Residential and commercial Building Owners will Be Given The 
Same opportunities to ChOOse INC vendors. 

In D.91-02-018, the COIIIIDlsslon stated it would nOt­

consider-the unbundling of riser cable for multi-unit residential 

builcSings. AS· Pacific explained in its Petition to Modify 

D.91-02-018, such a result would creat6 inequities and would be 

Inconsistent vith D.~O:"lO-064. The parties agree that it does 

not make sense to distinguish betveen owners of residential . 
buildings and commercial buildings for the purposes of provl~lng 

- 8 -

• 

~. 

• 



-. 

• 

riser 'cable. So long as the buil.ding owner is vllllngt6 'p~'y~th.' 

'ut-IUtles f.~r t'~~ :1~~sCtallatI6~an(i/or Ittalrifena-nc~c'6f·ctiserccabli~~~~-~' 

the utl1ftles vill provide ana)ot maintain fhe riser cable and 

t~us, 11'1 a se~~et be the Vendors ot -last resort.-

'0 Thus,_~n essential compOnent of "the unbundllng proposal 

agreed to by the parties I ... this Settlement Agreem~nt istha.tth'e­

unbundled offering of Installation, design aM maintenance of INC 

would apply to ail types of buildings where INC is required. 

C. PBX Customers and Centrel( ~customers will Be Treated Alike', for' 
Demarcation point purposes. 

The patties agree tha~ to Impleme~t'the proposal to 
, . 

unbundle INC, it is necessary to define three demarcation point 

lOcatlonSI the LOcal LOOp Dematcation point (-LLDp·), the INC ,._ . 
Demarc;ation point and the Inside wire oemarcatioi'l point. - (These. 

points are lIlote fully described In sectlort iv, belo~.)·' The 'L6~a'l 

LoOp Demarcation point and the IN.C Demarcation point -detlne"'t'h~ -

beginning and end of the INC and ate ap~llca.ble t6 both Centrex 

and PBX services. The 'lire pall's in tNC can be used for b6thPB~ 
intrasystem vite and Centrex line purposes. Thus, tor . '.,", 

demarcation point purposes, customers of these serVices wouidbe 

treated alike. 

II. CU'RRBNT DEFINITIONs OP INTRABuILDING NETWC)Rlt CASLB, Nln'WORIt 
TERMINATION WIRE, SIMPLE INSIDB WIRE AND diiPLBX INSIDB WIRB 

The parties agree that the fol10ving definitions of 

lntrabuildlng netvork cable, netvork terminating wire, simple 

.0 
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'::>1~A~'{O'1~'O}4 ~et ~'i. APPENDIX 'A 
., - - -. . . '-.. 

-lnslde1fire ' and complex inside wire accurately desdrlb8, t'he' 

~~Urients~atusof the cable and wire addressed. dlree'tlY 6r.,: ~~­
indlrectly, by this settlement Agreement. 

~ -

'A. Utility-owned Inttabullding Network Cable (-INC-) 

.. 1. 

2. 

~ 3. 

4. 

. . . . 

Definition and Functions INC consists of sheathed 
cables located on utility's side of the c~rtent: -
demarcation point inside buildings or between, 
buildings on one customer's continuous ptoperty. 
INC may be vertical (riser) or horizontal ' 
(lateral). INC is not service specific. 

Accounting Treatment: INC is bOoked to part' 32 
capital account 242G and expense account 642'~ 

Current RegUlatorl Treatments INC 1s regulated;b\lt 
there Is no speci $c tariff offering. Thus,ltls 
considered -bundled- with other regulatedseivices. , 

How Offered Tod~)lt Maintenance and installation o't 
INC; are provided by the utilities for no specific' 
additional charge. The utility ovns the investment.' 

, 

5. Other Commonly used Names for INCt Riser, slack 
sheath, lateral, C-6, 32C, ',ust cable-

, 
B. Utility-owned Netvork Terminating wire (-NTW-) .. .' 

l~ Definition arid Functiont NTW is the wirebetveen 
the distribution te~tnal on the Iloor and the .. 
network interface (utility-provided jack), a~d, (,.; 
serves Centrex, PBX and private Une services.' NTW. 
also includes vire that connects the building· .. '- .. 
entrance terminal to the utility-placed network. 
access termination. This vire connection is called 

2. 

3. 

a ·cross-connect-. 

Accountjng Treatmentt NTW is bOOked to part 32 
expense account 63G2. 
Current Regulatorl Treatment. ~ is regulated, but 
there Is no speci Ie tariff otferln9,e~cept,as may 
be lound in some utility's centtex (or centr:anet) 
tariffs. Thus, it is considered -bundled- with 
certain other regulated services. 

- 10 -
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4 • How Offered TOday, Except for pa~1 f Ic' s -cel\tre)c;)~','.- " , 
_service, thete, Is nO additional charge to Ins~all ~-i:>:c 
and maintain NTW. The utilltlescutrent1y oW'n'N'l"W. ,," " 

5. Other Commonly Used Names lor NTHI grey cable 

C. Simple Inside Wire (IW) 

.. '. 1. 
De! inl t ion and FUrlct 10lu simple inside' wire OW) , 
refers to,a~l non-system premises telephone "iring; 
as detined in part 68*, including ,the associated 
jacks, on the customer's stde of the current, 
demarcation p6int, vhether owned,and installed by · 
the customer or pl'emtses owner,6r,their agenli 6r 
pl'eviously installed and maintained by the uti ify 
under tariff. simple IW does not include customer 
premises equipment. 

2. Accounting Treatmenti ,Simple IW is booked to part 
32 expense account 6362, 

3. current ~esul~torJ Treatmentt The m~inte~arice ~f ,', 
simple IW 1S tar! fe~ ~nd priced as a category II .. 
service pursuant to D.90-06-069. The installation 
~t simple IW isnot,tarift,d and,is pr.ced as a ' 
Category II I service. (D.89-10-031) Both ",' j 

instal~ation and .aintenanc~ot simple IW 4re" " . 
treated above-the-llne for intrastate ratemakin'g';, 
pu~ses pursuant to D.86-12-099 and Publ.Util.COde 
Section 461.2. 

4. Hov Offered. Todayt Maintenance is offered pursu~rlt' ' 
to tariff with two pa~ent options (monthly or per 
visit). Installation is not tari!ted and s offer"ed. ' 
on a time and materials basis. The utility does not. 
retain ovnershlp. Customers may provide and . 
maintain s-imple IW. 

5. Other Commonly used Names tor simple IWt grey ca~le . 

• Ail taferences to Part ~8 are to the FCC's ~ules and 
Regulations contained in '7 CFR, Sec. 6$!! s~g • 

-. 
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'.D. Complex InsideW{te{Intra~fystemWlre) 

'. ~, '-

. . 

1. 

2 • 

3. 

5. 

- . '. 

Definition and runc't.ioifL ,~C6mplex Ir'lside'vit~:c)t', 
Inttasystem vlre connects;statlon coropOi\ents~t~~t~,c'~ 
each ,other ,or 'to common equlpme)'\t Of, a PBX or key, srstem., part 68.21~ 9,?verns connection of C()ropi.(tx 
v re to the telephone netvorki 

Accounting Treatment. Complex in!.dde wire is 
bOoke'a to Part 32 expense account 6362 • 

current Regulatory Treatment ,Complex, hlsld,6 vi re 
lsderegulatea anaaetarilled. ,Itis treated 
belov-the-Une for both intra- and interstate 
purposes. 

Hov Offered Todayt ,The maintenance and, 
Installation of complex h\sld~ vire Is offetedby 
the utilities as a detegulated, detarlfled ' 
activity. The utility does not retain ovnership. 
customersmayptovide and maintain their ovn 
complex inside vlre. 

aiber Commonl Used Names tot Coin'lex Inside wirea' 
ntrasystem v r ng 

• 

III. DBSCRIPTIONS OF BuILDING TYPES, CON'l"INUOUS pROpBRTY AND • 
OWMBRSBIP 

The partte~ agt~etb.t the t6l1ovl~g d.sctlpt~oh~ ~f 

Building Types, Building Usage, Contin~ous ptoperty and Ownership 

are applicable to the ~roposal to unbundle INC and NTW as' 

described in section V, belove The pattles futther agree that 

the unbUr'ldlil'l.gof INC does not apply to buildings that d6 not 

contain INC. 
The parties also agree thattht date which determines 

vhether a building is nev, existing or tully renovated vill be 

the effective date of the implementation of the unbundling of, INC 

and N'l'W, which date shall not be earlier than the effective date 

'. 
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o.)L:9fj'Il.'~arlff s ordered to: ~eyle~l~cOo\J\ei:t Ion v it b JIi~ 
o _.0 o. _. _ IlDplementat lon Rate Design proceeding in t .:87"'1.1,:;o3;~(See' 

, ~. - . ~ .. 

• 0 

• 

-'sectfon x, below). 

-Fully Renovated Buildings· are those buildings> iii which 

1·rlt.til4~1 vall coverlnc}s and" existing tel~phOl\e vltlnga'nd/ot 

A. Building Types 
1. sin91e storya A buildh19 vi th one "floO:r' C>t level ~ 
2. Hultl-storYIA buildh'lg with Diorethanon~flo6tOr 

level. " 0 • 0 

3. Hulti-un! tt A building that has mult {ple \~nanf~'. < . 

B. Building usage 
1. Residential 

(a) 

(b) 

.. 
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·~t}A:i5~gIlijfetal. . . APhNDIX A . 
Examples incI'ude " apartments, C()riC;()lDl'~l~~-~-:'_ 
toyn houses, and duplexes. 

' . .;; - ~:.- - - -

2. commercial 

(a) sing-Ie TenAnt Conune rc I al. 'Mult'l-s t6r*Or. 
Sln~le Story, bUt not Hultl-unlt. A, u[~dlng 
ent rely occupied by one business customer. , 

(b) Multi-Tenant Commercial. " HultJ-unit "and.' 
Multi-story or Sln~le Stor~. A building· 
occupied by more t an oneuslness customer. , . 

3. Mixed. Residential and Commercial. Multi-unit and 
Multl.;.storv or Single Story. Abuilding occupIed by 
bOth residentIal and busIness customers. 

'. c. continuous property Is a property wholly owrl"ed. or l~ased 
by a single entity which contains or villcontain, '. " 
Ilultiple buildings where all portion's 01 the property 
lIay be served without cl'osslng a pubUcthotoughf~reor 
the property of another. There are three basic types of-

. Continuous properties. 

1 •. Single-tenant cOllllltel'clal :in whi.ch one owner Or 
tenant occupies all buildings. 

- ~. 

• 

: 

: 

: 

2. CODUllerclal and residential (~, colleges, military 
installations) In which a mixture of business and • 
resi~entlal uses exists. 

3.. Multi-tenant cOIDile~cial and/Qr 'residential in which 
several tenants OCCUPf building individually on a _ 
per-floor or per-s~ct on basis. . . 

- - '-

D. Ownership 

1. Bui ldint Owner/Landlord/Agent I·Indivldual. or entity 
that h9 ds legal title to a property and/or the 
agent ot either. . . 

2. Tenants One who rents, leases, Or subleases from a 
BuIlding Owner/Landlord. . 

- 14 - • 
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. A~8S-'01 :"03'4-. et,'al •. ,', .·.:'A'I>PEN'piX 'J.' 

IV. . PROPOSED LOcATIONS Op 'DEMARcATIoN' POINTs 
. Thep~rt le~'~~g~-e~erh~t'a~:¢r~ii" lc';'i . ~'lerAel\icii·t~ec;,,~.·:::/:-;',::~,,:'c" • ' 

unbuiuSllngo.t INc andNTW is an undel'st81)d I ilg 'of theloc:at't<u\'oi'" 

t,he different p6!nts6f demarc:ailor\ tor' variOus' purposes •• , The 

, p$rtle.' agree t~, the f6ilOvlngdefinltlons of these dllferent 
• 4 • • 

. points of de mate at loil. 1].lust'ratiV~ dia'gramscit the dematc:~t lor • 

. perntsa're appended 'as Attachment A' to this Agreement •. The 

utilities agteeta reflect these dem~r<:atlon point 'concepts in 

th.!t· ptopOsedtariffs as a'ppt6priate, Thep'ropose~' taritt~'of· 
pacific and ~EC ate appended asAttachm~nt B to the settlemen't 

. - . ' ".-'". 

Agteement~*" Th~'other uttlltle~ ~111 f!l~ sl~ilar tariffs viihl~ . 
15 months aftet theeffectlve date' of th'eC6mm!ssi6n l sard.r 

approving the Se'ttlement Agreement. Such teritls shill" onl'y 

~c~. effective upon approval b~'co~lssion res6lut16nac'tl~n • 
- . ' .. 

FOrthe J)urposes of thissettielD~rit Agree~ent" th.'refeten~et6 
• '.. • 4 . ' •• - • • 

the local loOp is to the utllity's network faeU.lties. 

* No party, othet~han DRA, discussed or shared vi th respectlve .. ' 
utilities thed~velo~ent of the tetas and (:c)ndttlol\s andprlc~s,. 
in theaetariffs ptiot,to.the c6nference:converied pursuant t6the 
Commlssions' Rules of ptaet lee and procedure, SectloJ\ 5i. 1. (b)~ 

.. 
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" . " 
. I 

~ -

APPENDlX A -". '. . ~ . -- . 

-. 

) •• -. The LOcal LOop Demarcation point 

" 

2. 

3. 

The purpose of the. Local LOOp Demarcation pointls to 
separate the responsibility of the utility from the 
responsibility of the building owner/customer· by " . 
a. designating the end of ~he local lOOP Or" end of 

the network facility and by . ., 
b. defining the beginni~9 of the INC, it any, 

provided by the 'building owner. 

The LOcal LOop DemarcatiOn P~int may also be referred 
to as t~e.Minimum Point 01 Entry (-HPOS-) or Minimum 
point Of presence (-MPOp·) lor the purpc;>se ot." " 
defining the end of the netwOrk facilities provided 
by the· utU itY. 

The LOcal LOop Demarcation point will be loc~tedat 
the p6int of entry at the. entrance faciHtr' "except 
as set forth in section VIII, belove Util ties ·viil 
not be required to pl~ce LLOPs on more than oJiefloor 
in a multi-story building. 

S. "The INC Demarcation point 

. \ 

-• 

1. The purpose of the INC Demarcation Point is to 
separate the respOnsibili ty of the commetcial . " 
buildin\l o,!ner for provid.ing INC from the . . • 
responslbilitr 6f the end user (subscriber's) in 
commercial bu ldings lor providing IW, jacks, and 

C. 

customer premises equipment by """ ". 
a. designating the end of the INC provided by the 

building owner and by. _ ~ 
b. defining the beginning of simple or complex IW. 
c. Where there 1s no tHC, the demarcation point Is 

at the LOcal Loop Demarcation Point. 

2. The INC Demarcation point vill be located at the 
distribution terminal(s) On each floor; except as set 
forth-in SectiOn IV.B.l.c., abOve and in section 
VIII, belo\l. 

3. 

The Inside Wire Demarcation point is located at the pOint 
where customer premises equipment (·cPs-) is connected to 
the inside wire. 

- 16 -
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.. 1.' 'J'hepUi'poseof the Inside wi re nemarcat ion· pCH.Rt\ 1s 
to separate the respOns ibilt ty Of the lW vendor ' ... 
from the respOnsibll1 ty of the CPE vendor by , .' 

a. designating the end of the IW and by 

b. d~tlnlrtg the b~~lnnin9 of the CPE faclli~i •. 
. . 0,: 'LOcation of Demarcation points on continuous property. 

1. 

3. 

1'01' newcontlnuo,:,s property; rega~dless.ot tri?~of 
~se, the location Of the LOcal i.<)Op Demarcation " 
point w111 be at the appropriate Blain distribution . 
terminal as determln~d by negotiatiOns between tJte. 
utility and t~e property owner. Where no agre'm~nt . 
can be reached, the utility viII desiqnate tbe " .... ' 
locat ion of the LOcal LOOp Demarcation polrYt. The· 
customer must provide adequate tenmlnation . 
facilities in accordance vith th~ tariff. Th~ , 
tarift vill set forth the utllity·s rlght~ i~ih~. 
event the propertI ov~ei" does not provide such .. " 
adequate terminat on facilities..,. 

For existing continuous property, the utlllty."lil 
designate the main cHstribution terminal' vbi,ch. Js 
the Local LOOP Dp.marcati6n point, for each local 
loop !!Ierving t:he property, fo.r purposes 6f th~ 
unbundltn~ of INC In each building. 

~ . . - ~-

It a continuous' pro.perty owner desires additi<,nlli' 
LOcal Loo.P. DemarcatiOn points Or. changes in·, ':. 
existing Local LoOp Demarcation Points, the ovner­
vill be required to pay to.r the additional netwOrk' 
cable and network facillti~s required to install 
the additional Local LOOp Demarcation poin.ts 
tbrough special construction agreements in '. 
acco.rdance with the utility's special cOnstructipn 
rules in the utility's exchange tariffs, except as 
provided in Section VIII.C.3 .belov_ ~he 
utilities' tariffs vill specify under vhat ...,' .. 
conditions additio.nal LOcal LOOp Demarcation !Joints 
vl~l be alloyed. In particular, additional Local 
LOOp Demarcatio.n points cannot be used to extend 
any cable pairs served from any LLDP tro.m one. 
location to. another locatio.n. 

,. The INC Demarcation points and Inside Wire ' 
Demarcatio.n Points are as described In Section IV.B 
and C, above. 

• ., 
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- V .DBSCRIP'l't6N OF BOW INC WOULD SEtnmUNDLBD 

A. - Tariffs 

The parties agtee th6t ihe titilitie~ shall file t~~l~fs 
which reflect the -unbutldl.1ng- of the installation, design and 

mainterianct! ot INC. These taritfsvlll not become effective 

until the effective date described in section x, belOVe , 
The INC tariffs vUI be priced using Category JJ 

pricing prhlciples as described in 0.89-10-031. The tariffs vlll 

offer options fc;r either utillty-p'tovided INC or 

customer~owned/provided cable as followsl Installatiori~ design 
, " ~ . 

. and maintenance of INC vill be available fat all' types Of 

~uildings, the utilities agree they vill not charge recurr_ln~ --
- -

rates to te~oVet costs of e~de~i-INt in existing buildingsi 

• 

-(See se~tion V .B., . belov), the- customer under the INC tariff~ - • 

vill be the buil.ding- ovner/landlord/agent who is not necessarily 

the subscribe-rto any part icular ut it i ty n~twork service. 

Pot nev INC ir\st~lled by" the utility iil aU.,tyPes of 

buildings, the utility's tariffs shall require the purchase of 

INC by" the buiiding owner. In addition, where there are-nO other 

vendors avaUable for the installation and/or maintenance of-INC, 

such as may be the case iil rural areas, the utility ·wlllinstall 

and/or maintain INC as the ·vendor of last resort,- provided the 

building owner pays for such installation and/or mainte~ance -in 

ac~otdance vith th~ tarlff provisions. Th~ tariffs wiil set 

'. • 
- 18 -
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A.85~Ol':'OJ4· $t At. . APpg'NDiX ~A . , 
f6rUr expl.tc'ltel\fOrc~JDent mechaiHsms' to ensure'c()llectlo,nby:,t~e;, 
Util.ity~for INC from the build-log 6\tnt!r~ ., "~ __ :,:~c,,-- .. ,{, 

The INC tariffs viii. specify that theUic ovn~db~:-{he 
• .. 0 0 , o. 

b,uildlilg owner is subject to ,the followings (i) the utlii'tyis', 

~~ante4.the tight 01 ~cceS$to su~h t.ble artd the right to ~$e·. 

~aits in ~uch~able without chatgeto enable tbe utility'to 

ptovid~ and maintain thOse utility netwOrk services where 'the' 

LOcal. LOOp Demarcation pOint i$ at the INC Delila'rcation polnt'or " 
, 

the CPS. (see sections IV ,abOve, and VIII. beloV), and (2) sue'h' 

cablec6nforms to specified technical standards. s~tfortli in 

Attachmentc to this Agreement, lor installation, type of cabl~,' . 

equipment, maintenance and design. If the bullcHngovnet doe~' 
not alloy the utU.lty t'6 use sufficient pairs in .so 

customer-ovned/provided cablevitbout charge, or does ilc)tl'eqUest:'= 

that the util~ty ilistall. the necessary cable to serve·the 
• o· • 

utility.s subscribers, the utility vlll not provid~net~()rk; ,,' 
" " 

services over the building owner's INC to reach such 

subscribers. The INC tariffs vill set torth the ~otice 

requirements betv~en the utility and the buildi,ng ovner/property 

manager regarding the utiltty'~ need to acces$ the 

customer-owned/provided cable and the availability of pairs in 

such cabl.e. 
The INC taritis.vill also state that building oyners. 

vlll be responsible tor maintenance of INC in nev, fullY' 

renovated and e~lstlng buildings and that the INC must be 

". 
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maintained to ensure that, the INC meets' ta'rlff'ed te~hrH~ol".,' 

standards. " . 
'Th. INC tariffs "ill clearly setout the limi'ts 'of th=, ' ' 

-
'utility's liability sO that bulldl~g~wnets m~y cl~Yify th.it 

scope 6' liability to their tenants. 

B. ' Recover)' of Embedded INC Investment' 

The parties' agree that there a're tllO elements 01 'costs 
, ' 

to be unbUiuUed from the local loop. They ate(l) the embedded 

INC investment and (2) INC expense. The parties further aJ~t,ee . " 

that recovery of the embedded INC investment as Of the 

implementatiOn date ot the INC tatUis can be actompll~hed~elther, 
via a continuation of standard dep'teclat\onexpense recovery over 

, ' 

the_remaining lite of the investment, 01' via an accelerated: .. 

tecov,ery of the elllbedded investment over five years '(the 

amortization). The purpose olthe 'amortization is to accelerate. 

equivalent treatment ~tween bul1cHng owners vith embedded INC 

and building owners with nev INC. 

The utility willrelirtquish ownership of the 'embedded 

INC to the 'building owner upOn full 'recovery 01 the utIlity· s ' 
. 
capi tal investment. The bui ldin9 'ovner vil1 'assume 

responsibility fot all Ilaintenance of the INC iii accordance with 

the utility's INC tariffs ahd techidcal statldards immeciiately ~ 

upon the implementation date ot the utility' s INC tari ffs. '(s •• 

section V.A., abOve). 

- 20 -
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:~,c."" _,C'_c," : ... :;. , 'c. 'request and fOr atatlUed cha'tge,INC charts ordia9tam:~-;as:'m~~i: 
" ' 

, " 

'~. 

" 

• 

be in existence. The utility vUl not be 'required to 'engagell'" 

'a,ny extraordinary efforts to create or locate' charts or dfag'ram,s 

that cannOt be readily identified trom presen'tly exl1itlng , 

'records. 

The parties agree that the amortization expense 

assoc:iat'edvlth the embedded INC hivestment vill be recorded In 

Account 6561, DepreciatiOn Exp~nSe a~d, Account 3100.47, 

DepreciatiOn Reserve. When the INC, ~s fully amortlzed,the 

~tility shall retire the Investment from its bOOks ot accotirit 'in , 

accOr~ance with the utllity's normal accounting procedures. 

VI. , , ' 

The creation ot the INC Demarcation point lI1ear1$' that 

certain'NTW must be treated as I",. NTW vhich becomes 1~ must ',' 
, ' , - ' ' . 

also be unbundled froa the loeal loop. The parties agree'io' 

expand the unbundUng 01 the N'1'W to existing buildings, 'as 'yell" 

as nev and fully-renovated buildings. 

be bOoked Into AccOunt 6362. 

Such IW expense vUl alsb 

All other vire accounted for as NTW Is nOt ,atf~ct~c.t by' 

th. INC Demarcation point and vill remain the utility's 

responsibility. This NTW is that vire referred to in Sectio'n'; 

11.B.l. as ·cross-connects· at a building entta~ce t.~lnal • 

- 21 
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Such HTW ,,111 remain tn Acc6unt636-~ and'contlnue to be t-r~ated-' 

as pa'rt of the ulll1ty's net.v<?rk~'-· 
o ' , 

The utilftles agree to aJD~nd their tariffs as 

appropriate to reflect that the uilbu'ndled NTW (including exls'tl~9-
NTW) vi,ll become hlsid~ vire (U;,), either simple nol or compie,," . -. 

IW. 'the implementation date ot the unbundling of NTWvlu bet.he 

same date as tilt! imp,lementat ion date of the ulibundllng INC t()r 

all building types, neWt tully renovated and existing. setvices 
- -

affected-by the 'unbundling ot NTW due to the move of the 

demarcatl~n polnttto~ ~he. jack to the INC Demarcation point (see 

SectIon IV, abOve) wBl be provided and mairltained, as of the _ 

Implementatli;n' date, by treating the vlre that vas f6rmerly'N'tW 
~ . " 

as IW. Thus, vhere the NTW becomes simple IW; JIlalntenance is 

covered. by the simple 'INN category 11 tariffs and is treated' 

abOve-the-llne. Installatlol'lof ~imple IW is not tarifteda~nd' i!l 
treated. above-the-line, Category '-II I. where the NTW becomes' 0, 

>. ~ I • 

complex IW, install~tlon and aairitenance are not tariffed artd are 

treated belov-the-l1ne, Category I II. As currently the case vi th 

respect to IW, customers may provide and maintain their own IW. 

VI I • ACCESS TO TUB NBTWOJUt 

The parties agree that the utility's tariffs should 

address the customer's and/or building owner's rights and 

'0 

.. 
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communicati6ns commlssi6n. The to110w1n9 is a' summary ofsu~h 

policies. 

A; RespOnsibility for the prot~ctot (and'its.associated 
gr()undtng) On the network slde- 'of the LOcal LOOp, ,. ,'. -­
Demarcation point rests with l:heutillty. ,The custOmer 
or building -owner is responsible tOJScol'lsequences~ , " " 
resulting frOm errOneous wiring orcablllig proce~ur~s:. 
conducted under his or her direction on the INC' or IW." 

S. connection Of wiring and terminal equipment tc)th~',' 
telephone network, for bOth simple and comPlel'. vite 
shall be in accordance with_FCC section 68.215 and 
shall be, through a ,telephone company-provided jack or 
its equivalent conforming to subpartF, in such. a " 

- manner as to allow for easy 'lnstallati9n and ' ' 
disconnection. 

VIII. EPPBC'I' ON SPECIPIC SBRVICES 
'-, ' •• > 

The pattiesagrtile that INC is- neutral with_respect to 

the tfpe of network serllice' which is deliyeted over the paltso-f 

vire within the INC cable sheath. Thus, for all builcHrlgs -and 

conilnuouspropetty, INC may be used for most vireline 

telecommunications services. The f_ollowing is a brief 

description of·hoy certain setvices vill be aflected by the 

unbundling of INC and NTW ar\d- where the Dematcation points vill 

be located for these services. 

A. Centrex - The current dematcation point "<)ves fl'om" the 
RJIl or RJ21 jack (or equivalent) to the L6~alLoop -
Demarcation point t as deflned in Section IV, above. 
(See Attachment AI 

- 23 .. 
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" _, s, PBX - The current demarcation pOint moves from, the"~ir~l 
jack (or equivalent) to the Local LoOp DemarcatlOn

c

, 

- ' point, as defined In section IV, a~ve. (See 
Attachment A) 

" 

1. This riew rule re4uires an interpretatiori at Patt',a 
sO that -sO toOt rule- does not apply. 

2. A PBX customer may arrange v1 th the building ovne't 
to use INC for intrasystem v1ring. 

C. Coin Phones , 
1. Public, Semi-publici The LOcal Loop Demarcation 

point viiI remaIn at the set. This rule recognizes 
the fact that currently public phones and 
semi-pllblic phones are explicitly not covered by , 
Part 68 rules and thus are considered to be part at 
the network. Should this classification oipubl1c 
phones and/or'semi-public phones change, the 
location of the demarcation pOints. fOr the putposes 
of the treatment ot the vire and cable,to these 
phones vill be revisited by the utilities within. a 
reasonable tiDe after such change is,ordered by the 
PCC. . 

2. customer-Owned Pay phones (COPT)s The current 
demarcatIon point mOves to the Lo~al LOop 
Demarcation point, as defined in Section IV, . 
above. However, this Settlement AgreementwQuld 
neither bar nor r~lre development of a ditfe~.nt 
demarcation pOint in connec~ion with a ·coin-CQPT 
line service-, it such a service is introduced. , 

3. periDeter of Pro ert I An aetial 
rop tom an ex st n9 po e to serve a payphon~ 

located at or near the perimeter 01 a property 
shall be pe~ltted as an additional Local LOOp 
Demarcation point. For private payphones, the cost 
for such an aerial drop shall be covered by the ' 
non-recurring installation charge. 

D. Private Lines/special Access - The current demarcation 
point mOves from the FCC registered jack to the Local 
LOOp Demarcation point, as defined in section IV, 

B. 

abOve. 
Bxchange services - Business/Residence (including 
Universal Lifeline Telephone service (ULTS» - The 

- 24 -
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A.85-()1~()34et ~i. · APPENDIX A . 
~eDlarcatioO. pq,lnt "is ~t the'; ~cal "LoOp Demarcation " . 
point, as-defitfed "In SectiOn tV, abOve. -

F. gil .;. TheLOca:l L66pDemarcatiot\ polntvlllremairi';at 
the equipment for all nev and ~xlstlng s91i/gll. " 
services. ' . 

G. . . 
H. 

Non-Modular Disabled Services ;.. 'Wherenon-modularCPE 
Is provIded by utilIty in a~cotdance vrth tee ~rul~!i,< 
the CPB is the LOcal LOOp Demarcation point. " 

EmergencySetvice to Government Faeil t tte~ I N6thi)lcf in' 
thIs Settlementf.greetnent shall hi construed as a' ',"' 
restrlctlonon the provision of service to goverJ\l1l,ei\t· 
entities under, emergency conditlc!u\s as authorized bY" 
General Order 96-A. 

IX. ncpLBMBHTATIONCOSTS . 
The parties agree" that certain costs to implem'ent tht~, 

Settlement Agreement and the commission' s Decision tnthl.s mat~~t 
should be recovered through the tariffed prices tor the " ' 

Intrabuilding Network cable aild the slmple lJ)side WirePtodu~~~·., 
Hovever, certain other costs·ot implementation are generate~ by" 

regulatory requirements. These cOsts should berecover~ as 

described. in section X, G •. 
These impleme.ntatlon costs villbe incurred to make' 

internal changes to the utilities' normal business procedures as· 

veIl. as prepare the utilities' customers for the changes~ 
product specific costs vill be borne by the product. 

Implementation costs directly related to the change in re9u~~t()ry 
requirements vill be recovered thr6ugh the surcharge/surcte'dl t 

mechanism described in Section X following. 

'. 
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. The foilovlng'ls 'i 9~neral description of 'the' v.t1ou~:;, 
--,. . / .. - -

'., ac't tv it 1 es' t'ha t must beund6 t taken t6 acc6~pl i all th li~S~ t ti eiue'nt 

Agreement. ihls Hst is not exhaustlve'ofall.. actlvi t les.- It -' 

definestlve categories of activities directly related to ' 

implemel1tation activities resulthig from a change '1n regulatory· 

requirements. 
Operations 15 respOnsible -for field ,forces which' 

install. and maintain the 'utiHties' il\vestments and products. 

This category lricluaes costs for revising methods and pt6cedure~t 
printing of job aides and training employees. Many ot these 

employees have direct custOmer cOntact and must be tully avare of 

these changes. 
Bngineering is responsible for the technical design of 

- ' . 

• 

all ~ervtces iriclucUngINC andiW. costs tn this cate90ry 

include chang~s to methOds and procedures, trall'l1ng and th~ •. 

publishing of· techpical specif ic.ations and requ~tements. - These 

emptoyees al.so have direct custOmer contact and must be able to 

respond to out customers.vhen asked about changes' in the 

demarcati6n point locat·i6n. 

Warketing Is respOnsible for developing products and 
services and ensuring these are delivered to customers. included 

in Marketing are the service representatives vho deal vith 

custOmers' questions and concerns. These costs include revisions 

to methods and procedures as vell as training ot all marketing 

employees. Marketing employees lIlust be trained on thenev. 

"-
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'»~', ;: demarcattoll point poli¢fes vhtch'affe'ct 6111009 b~sed'·~erv'lie~. ':. " .~..T~e .. e ar. costsdlrectlSo relate;rt6theth~ri9tl"ril~lJr't6'ri~': . 
reqUirements, and ate separate from pr6dUC~ marketing' c6!its,' 

vhleh v111 be recovered thtoughestabllshed'rateinakin~ ptocess~s 

• 

• 

. for C8t,gory I I products and services." 
communications Is tesp6nslble for customer I'lotlttea'tlon 

and education. The Implementation costs tn this "category In¢lude 

those associated vi th bOth end 'useI' customer and buUd:ing 6vn~t 
education, directory yhite page customer guide and othe't' 

instructional materials. 
Systems is tespOnsib~e fOt customer records and billing 

functions~ systemS t61ated to ~alntenanc~, service 

representatives/customer interface and revenue accountin'g. ' Costs 

vill be incurred to r~esi9n and ptOgtPl these sys:t~ms to refie~'t'= 
the ney demarcation polnt pOlicies. • C 

x. ' RAft AOJuS"1'MBNTS "AS It. RBSuLT OP aANG INa 'I'HB DEMARCATION' 
POIN'l' POLICY AND TBB UNBUNDLING OP INC AND NTW . , 

The changes to' demarcat tOR pOint policy and the 

unbundling of INC andNTW vill go into etfecteighteen (1&) 

months after theeffectlve date of·a commission decision adopting C 

this settlement Agreement. 

The parties agree that the fo110vlng steps ate 

necessary in otder to accomplish the rate adjustments that are 

required if this Settlement Agteement is 'approved by the' 

Commission. The references to the -IRD proceeding-, or -IRD-, 

- 27 -



·,/,;L?i{~~ ... ol-Oj4'et . ale ' 

a __ • 't,O;the IlIlplementatiOn Rate Design p:hase Of I .87~lJ.-033:~ ···N~·W' 
""T t , ' 

. 
uJ'\bundllng of INC and NTW from loop-based products. The'" 

refer4mces to NTW are to N'l'Wwhic'h' becomes IW. 

A:' The utilities haVe de'termined the amount of INC costs. 
which must be removed from the c6stsass6ciilted wIth 
the local,loop. The INC costs are ~omprised ot'all of 
the embedded INC investment, as of December 31,'1990; 
and all of. the recurring INC exp*nses, determlne~~as o,f 
December 31, 1990. These am¢unts are included in the, 
annual revenue requirement adjustments in Attachment D 
to this Settlement Agreement. --

s. 

D.l 

1. It is not ,necessary ,to remove utc costs from the 
settlement pOOls with the independent telephone 
companies. ' 

The utilities have d~tenilned the amount o{ ~c9S~S 
vhich must be removed from the costs associated with 
the local loop. The NTW costs.are the approprlat~. 
re~urrtI'l9N'l'W ext?ensesl ~etermin~d as of. ~cembet', 3~, 
1990. This amount is ncluded in the annual revenue 
requirement adjustlDents in Attachment D to this" 
Settlement Agreement. . .. 
1. It is not necessary to remove NTW costs lr6m the 

settlement pools vith the independeht telephOne 
companies., . . ... ~ ;. - ; 

. '." 

Th~ utilities vill recover the expense portions of the 
INC and NTW costs through nev tariffed pricing,.. , . 
structures for INC and IW. The tariffs cOntaIning . 
these nev pricing structures wilt requite 18 months to 
implement frOm the effe~tive date of the commission' 
order authorizing this Settlement Aqretment •. This 
18-.onth implementation period vill allow sufficient 
tiae for the utilities to incorpOrate necessary chartges 
to etisting.procedures and to allOW the building ; 
industry, building ovners t and end user eustomers 
suffieient lead time to aajust to the changes. 

Thelollowing vl11 apply if the COmmission issues an 
order regarding this Settlement Agreement anytime , 
before the beginning of evidentiary hearings6n,rate 
design in the IRD prOceeding. Hearings on IRD rate 
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1.2 

at a 1.' APPENDIX A 

~~S{~~~!ssues have been scheduled to beginOOJal"u~r':(/."-c.o 

The 90st studies', if any; submitted by theu'tfU,ti~$tn. 
1ft[) may be updated" based On a com:aission order -- ..... ,',~, . 
regarding this settlement Agreement, at the discr~tlon .. , 
.of each utility. The updating Of cost studies'shall·be' 
permitted only ·to the extent necessary to reflect the 
unbundUng of INC and NTW. The utilities will submit; 
revisions to proposed rate designs in the 11m ,.' 
proceeding to reflect any change which may ~ reqult.d 
as a result of a commission order regarding this· .' 
Settlement Agreement. If the commi~slon approves this 
settlement Agreement without any modification .. ' . 
whatsoever, the utilities vill have 15 days from the" 
effective date of the C6mmissiondecislon approving'., ,. 
this Settlement Agreement to submit these revisions io'," 
IRD. If the Commission orders any modifications to 
this settlement Agreement,' the utilities will have, 30 , 
days frOm the effective date of such commission order " 
to submit these revisions in IRO. 

If the Commission 'iss~es an order regarding this, . -
Settlement Agreement aftet the beginning of ~videntla,ry" 
hearings in lRD, the utilities will not be requir'e(i to .. 
revise their rate design testimony or cost stUdies, it" 
any; submitted in iRD if the revisi6ns would 'be," . 
submitted after the close of evidentiary hearings, '.' 
pursuant to section X.D.I above. . -, " ' . 

It the nev IRD rates go into effect before the 
implementation of this settlement Agreement and before' 
the nev prieing structures for INC and IW become ." . 
etfective, the utilities will be allowed to establish, 
transitional rates. These transitional rat~s vill be 
in the form of tariffed customer billing surchattjesot, 
a bill and keep basis as set forth in Attachment O. 
These customer billing surcharge increments are t~ be . 
applied to total intrastate custoJll,er billing and vill. . 
cease vhen the nev pricing st.ructures become effectiv~. ,. 

The utilities vill estabUsh a surcredit to offset 'the~ 
revenue requirement impacts due to the new INC and'lW 
tariffs. This custoJll,er billing surcredlt is to b~ . 

. applied to total intrastate customet billing as set. 
forth in Attachment D. . 

If the implementation of this settlement Agreement and 
the nev pricing structures for INC and IW become 
effective before the new IRD rates become effective, 
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the utilities'vill be allowed to establish a surcredlt 
to offset the Illlpact of the new tNC and IW rates,-' The 
purpOse of the surcredi t is to. eliminate double ' ,-,' •. 
recoverr of the INC and IW since new IRO rates ", , "'. 
reflect ng the changes in the ,loop-based pr6duct·tateljl •. 
will not have become effective. This customer billing 
surcredit is to be applied to to.tal intrastate custOmer. 
billing as set forth in Attachment D and vl1l. cease 
upon the effective date Of nev IRD rates. 

G. 'The utilities will be allowed to. recOver the estimated 
expenses resulting from the ill1plementatio.n of the " 
Settlement Agreement, as described J.nSectio.n IX above. 
This one-time revenue requirement viII be set forth in 
Attachment D o.f this Settlement Agreement, as an . . 
incremental change of limi~ed duration in the custOmer 
billing surcharges on a bill and keep basis. 

H.l In Order to recOver the revenue requirement associated 
vith the INC amortization, the utility will be .. '. 
authorized to apply· a cl:lstolller billing surcharge _ . , ,~ 
lncteme~t, an a bUl and keep basi~, fot the duration, 
of the five-yearamortlzation schedule. These customer 
billing surchatge amortization increments are to be 
applied to total intrastate customer billing as set 
forth in Attachment D. - . 

H.2 Ad Valorem taxes (alsO referred to as property TaX) 
associated viththe tNC investment vill be r.flected 

1. 

. through a customer bill and keep surchateje/surcredit by 
the Utilities over the timeftame of the 5-year 
amortization periOd. These ad valotem taltes are. 
reflected 1n thesurcharge/surcredlts establishe~ in 
paragraphs B. and F.2 abOve. At, the end of the 5~yeat 
amortization, when the utilities relinquish ovnership 
of the INC investment, the utilities vill no longer 
recover the ad valorem taxes associated with this . 
investment. The utilities will establish a customer 

,bill and keep surcred!t applied to the total intrastate 
customer billing a~ set forth In Attachment D. 

If th~ new IRD rates go into effect betOte the 
Settlement Agreement i.p1ementation the 
surch8rges/surcredits for the transitional rates (item 
B), the revenue requirement Citem F.1), i.plementation 
(itea 0), amo.rtization (item H.l), and property tax 
(K.2) vill combined. If the nev pricing st~uctures for 
INC and NTW go into effect before the nev IRD rates 
become effective, the surcredits in items F.l revenues, 
F.2 transitional rates, and H.2 property tax vill be 

.. 
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coJllblhed v! th -the i~pfeinentat 10,n s,~~~hatge. (l t.t~, 0) / . : 
and the ,amo~tlzatlon syr.C?h~rg* (,~tem' H.l)." -These ~lll --
and keep,customet billing surcharge/surctedlt ' 
Increments are s'at forth in Attachment D to this; ......-. 
Settleill4ult Agreement. _~At the 'etid 6fthe .,ecoveryot" . 
the INcamOrtlz8tiot\,paciHc and GTEcwill Incorporate 
the tecurrlng sut~hargeslht6 rates via the prl¢e·c.p, 
filing. . _ . - - -

.. 
The patties agree that the ptbcedure set forth abOve til 

this Section X, particularly the agreements regarding the-
. . 

application of the customer billing surcharge/surcrecHts, shall' 
; ~ ~ 

" not be deemed to r~qUit •• similar application in connectioh'_-,dib 

any other custOmer billing surcha'rge/surcredlt application In 
. - -

this proee&ding, In the IRo proceeding or In any 'other 

ptoceeding. 

XI. PRICING 5TRUC:'I'URBS. 
" . 

. The parties agree that the utU.ities need not ,agteet'c)· , 
un.iform pricing structu'tes. The:patties agree to 'thefollo~l~~ ,',' 

. -.. ~ ".. : .. ," . - .. ~~ 

general. principle regatcUng tarl tfed -~'tlces for INC and simpl.e' 

IWM setvicest The })rices fOr the unbundied, tariffed, INcand 

slaple IWM services vill be based on Category II pricing 

principles including fle~ible pticing. The parties" agree that . . 

category I I is appropriate since. the .arket for iNC and simple IN . ..... : > 

maintenance senilces Is cOmpetitive or pOtentially competitive.'-
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XII. NOTIFICATION PLAN 

The parties agree that there are three distinct 

customer bases that viii be notified of the changes to the 

utility's demarcation point due to this settlement Agreeme'nt,as 

appropr.~ate, and to the extent possible. They are the Bulldirlg 

Industry as a vhole, the individual Building Owner vho wllln6~' 
aSSWDe responsibility for the INC, and the En~ User custom~r vho . 

is respOnsible for inside wire, jacks and customer prov~ded 

equipment. The parties further agree these customers should be 

notified as follovs, 

The Building Industry and the Building Owner: 

• 

The Utilityvill provide notification that informs both the -
industry and the individualbulldlng owner of the changes In. 
demarcation pOint policy, identifies the respOnsibilities arid 
liabi 11 ties of building ovnars for INC, l~cludes technical. 
specifications for industry standards, and outlines options • 
available for INC services. This notitication vill be 
info~ational and vill· not detail the utility's servic~_ -
offerings. _ Notification vill be tn the formot a b~ochute.· The-' 
brochures will be distributed to the building industrr 1 year -
prior to the demarcation ~int effective date, and-ma led to -
building owners at least 180 days prior to the effective date. 
Th~ brochure vill provide,a contact within the Uttllry for 
additional information and questions. In addition to the, 
brochure, the utility will provide press releases for local . -
newspapers and trade.journals. This Agreement neither pteclud~s 
nor requires LEes other than GTEC and Pacific Bell from Pf6vldlng 
local news releases. . 
TVO months before the effective date, pa~ific and GTEC ylll --­
follow-up with a separate letter to the Building Owners in their 
respective service territories, reminding them of the change-s~~" 
The notification vill also be distributed to property deve16J)ers, 
architects, contractors! local building inspectors, and related 
building organizations n the respectlve service territoties of 
pacific Bell and GTEC. 
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pacific and GTEC vl11 -c~ilabOrb-te aod jointly fund,.the buildj~9 
.lndustrrlbul1din9 owner notification, base4 upon their _ -. ·L·-: _. :. 
pro~rt onate share of all access. lines at-the effective date of-­
t~~ declsio~ adop~lng this Settlement ~9reeme-nt:. This_vi.ll.; 
enaure a cOnsistent Jlessage be more co~t etf~ctiV'e,end the 
bull~ing industry/oYners vill not receive multlple mailings. 

Bnduser Customers. 

pacific'Bell 8ndGTEC v111 notify its customers of the changes it. 
thedembrcatiOn pOint ~1icy and. how it vill -il1pact the-it, _ _ 
telecommunications services. The nottficationvill also outline 
the responsibill tIes of the End User custom$t, and ecSuc;atetheD,l on . 
thelr_ Options for vire and cable services. This notiftcAtl(nl' _ 
vtl1 take the form 6f a letter mailed first class vith a _ --- . 
follOw-up bill ins~rt. The. letter .vlll ~- maiiedat least120>_ 
days befote the effective date, and the bill insetts vill he sent 
out in the bill round at least 60 days before the ,effect iYe' -' 
date. The utilities other than pacific sell and GTEC sball -, -
notify their customers of -the changes inthedeaiatcati61'(point'by~ 
bill insert vithin 30 days f61lovlJ)g the date.tbeutilitles file 
their respective advice letters and revised tarifts. ,u~ility.",.. ' 
employees ylll reinforce the message· in their customer-contacts.' , 

pacific and GTEC vill also provide nevs releases' 'fot . local , In',. __ -­
newspapers and journals that would reach ,the target audiences, 
a timely manner., This Agreement does not preclude or ~equire 
other utilities from p'-rovicUr'lg nevs releases. ' " 

• _ iI·.. _ 

The abOve notices sball- be subject to review andappr~val'6t:_ the-­
Public Advisor's Office. 

XII J • MATERIAL awiGBS TO PRIOR RULINGS 

- . 
• 

This Settlement Agreement shall supersede any portions 
, . -

of 0.87-01-063, 0.90-10·064, 0.91-02-018, the Interim Oplriioriof . , -
May 2, 1990, and other commission decisions which at4! 

inconsistent vith this Agree.ent. 

XIV. REQUIilBMBNT FOR TRAClUHG INC AND IW SBRvICB OFPBRINGS 

pacific Bell and GTECagree to traclt financial dat.'.for 
their INC and IW service offerings. They vl11 provide the I~C . 
and IW tracking repotts to. the commission vithin 90 days " 
fOlloving each quarter ending March 31, June 30,_ Sep~ember 30

" and Dece~t 31 beginning three 1l6nths after the Implementa~ion 
date of the nev INC apd IW tariffs. They vill provide the tNC 
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. , ·~nd"<i~ ;tra~klng repOrts tor a period of 1993 (pOrtl_o~ ofyea"')~ 
199', ~nd . ms ';the~r LOcal. Bx~hange C6;'P.~1 es . will: jlr6V!de'ailfc

, • 

", . annual tracking repOrt wlthln9Qdays after December 31, fot the' 
: yeats 1993 (port ion of year) I 1994, and 1995.' '. 

,At ·'pac'iflc Bell and GTEC vl1l track the f0116v1n9 f1'nanelal 
data for their INC service Ofletln~st , . 

1.'· utc volUme/Oemand 
a. Number af consultation an~ Design services , 
b. Number ot Installation and Reatl'angementJobs 
c. N~r of repairs for subscr~bers to the INC 

se.rvice Agreement/Insurance plan ' '. ' 
d. Inward and outward movement for the INC service 

Agreement/Insuran~e ~lan .' ~' 
e. Numbet Of INC service Agreement/h\surance Polan 

Customers 
f. N~er Of iepairs on a per visit basts 

:2. . INC ExpenSes , '. . 
" a. TOtal expenses for.instal1ation activities_ 

~consui.tatlofi and Design, Il\st.l~atian, and 

3. 

Rearrangement) . , 
b. Total expefi~esfor iDalntenan~e and repair for INC 

service Agreement/Insurance plan - -
c. Total expenses for repair on time and materials 

basis 

INC Revenues 
a. Total revenues fot consultation and Design servfces ' 
bl Total revenues for Installation and Rearrangement ,,' . 
c. Total revenues for INC service Agreement/Insurance 

plan 
d. Total revenues for per visit repair 

,. INC Average Repair Time , ' . 
a. Average repair time for repair for INC service 

, Agreellent/Insutance plan 
b. Average repair time fot per visit service 

s'. "All other LOcal Bxchange companies will. provide the 
follovlng INC flhanclal datal 

1. 

2. 

3. 

Total Volume/Demand 
Number of INC services Installed or repaired 
Total INC Bxpens~s . 
Total ot installation and repair expenses for INC 
services ' 
'fotal-Revenues 
Total of Installation and repair revenues for INC 
services ' 
Average Repalt Time 
Average repair time for INC repair services 
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'Il'; c ~.i. ~:~l ~ ~~ I ~et~ ;~~v rc:C O~ ~!~ I~~:~~,~h~ t ol1c>vhlg financial . . . 
.. - " - . ." 

• 

'. 

IN Volume/Demand a. Total number of subscribers t6the IN residence, 
business, and private iine per month plans, , 
respectively ,',' ,,', " " " " 

b. TOtal number of IW repairs on-the IWresidence, 
busine,ss, and private Uneper month plans;", , 
respectively , ", ",," 

c. TOtal number of IW repairs on the per visit basis 
for residence, business, and pt~vate line, ' • 
respeeti~~ly , 

d. Inward and outvard movement on the INresidenc~, 
business, and private line per month plans~ , 
respectively , ' . .,' 

e. Total number of repairs for cPE trouble isolation' 
oilly, inside vire repair only, and combination of 
CPR and inside vire 

2'. IN Expenses and ~evenues 
a. Por the residence" business, and private line IN" 

per Ilonth plans, respectively " , ' 
b. pot the residence, busine~s,'and private line per 

visit IN service, respectively, detailed by t}le, " 
first time increment and subsequent time increments 

, ,,3. lW Average Repa i r Time ' ' 
a. Av~age repair time for the IW residence; business, 

and private line per mOnth plans and per visit 'IW 
services, respectively . 

D •• All other Local Exchange companies vill provide the 
following lW financial datal • 

1. 

2. 

3. 
,. 

Total volume/Demand 
Numberoi IN repairs 
Total 1M Expenses 
Total of repair expenses for IN services 
TOtal Revenues 
Total of repair revenues for lW services 
Average Repair Time 
Average repair time for IN repair services. 

XV. COUNTBRPARTS 
_ This Agreement may be executed In counterparts. 

: (END OF APPENDIX A) 
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