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BEPORE TEE PUBLIC UIILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of THE PACIFIC )
TELEPHEONE AND TELEGRAPE COMPANY, )
a corporation, for authority %o Application 82-11-03
restructure i%ts offering of (Filed November 1, 1982;
intrastate TELPAX services. amended August 18, 1983)

OPINION

By its amended application, The Pacific Telephone and
Telegraph Company (Pacific) seeks authorization to restructure its
offering of intrastate Telpak (Telpak) channels and services.
History

Intrastate Telpak service was originally filed as a
companion offering to interstate Telpak service. 3Both offerings were
designed t0 recognize certain ¢ost savings and operational
efficiencies inherent with the provision, €¢0 one customer at one
tine, ¢f a large number of private line services with common
originating and terminating points. Because such savings and
efficiencies do not now exist and Telpak services use essentially the
sane facilities and equipment which are used to provide regular
private line services, the interstate Telpak service, under Federal
Communication Commission (FCC) jurisdiction, was withdrawn in May
1981. DPacific avers that its costs associated with intrastate
Telpak, continue to be nearly identical to its c¢osts associated with
the provision ¢of regular private line service.

By Resolution (Res.) T=10339 of December 30, 1980, we
authorized Pacific to limit its intrastate Telpak services to
customers in service as of December 31, 1980, dut allowed such
customers to use their intrastate Telpak sections up to the maximum
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capacities of such sections. Interstate Telpak, under PCC
Jurisdiction, was withdrawn in May 1981. The Res. further required
Pacific to prepare, file with the Commission and mail %o protestants
a svudy showing the earnings of its private line services with and
without Telpak, a study of its earnings on the Telpak service alone,
and a study showing the effects on Telpak customers of the
elimination of Telpak services and conversion to regular private line
service. Such studies were filed with the Commission and mailed to
protestants on June 12, 1981. A summary of the results of such
vudies was filed as Exhidit D in Application (A.) 82-11-03 on
Novenber 1, 1682.
On October 6, 1982, Pacific filed Advice Letter 14365 %o

linit its Telpak services to existing customers at existing service
configurations as of the effective date of the approval of such

Advice Letter. On November 3, 1982, we authorized the limitations by
Res. T-10638.

Rates

Both intra and interlata circuit routings may de found
within the same base capacities. Pacific avers that without approval
of +this application, it would be unable to disaggregate these two
types of circuits and lack of disaggregation would ultimately result
in billing confusion and customer dissatisfaction.

The proposed universal mileage rate contained in Exhidit B
t0 the amended application was calculated by dividing the total dase
capacity and Telpak extension (Leg-out) billing for all existing
Telpak customers dy the total V & H mileage of all individual Telpak
circeuits for all Telpak circuits for all Telpak customers.

Pacific proposes to compare each Telpak customer's individual Telpgk

circult rates to its comparadle individual private line channel rates
and dill the lesser of the two amounts.
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Pacific mailed = notice of itvs application and amended
application to all of its Telpak subscribers, to cities and counties
in its gervice area, and to others. The application and amended
application were noticed in the Commission's Daily Calendar of
November 4, 1682 and August 24. 198%. Only the California Trucking
Association (CTA) communicated with us by its protest filed Novenmber
24, 1982 and its letter of "August 30, 1985%.

Pacific by letter of November 22, 198% submitted a revised
2 in ivs amended applicatfon received here as Exhibit 1.
Exnidit B in its amended application proposed Telpak rates that are
"subject adjustment pending completion of analysis of billing data
in effect tember 7, 198%". Pacifiec mailed its November 22, 198%
leTter 1o varties noviried of its amended application.

Positions

Exhivi

In the joint protest by CTA and seven highway common
carriers,., CTA states that, under the application, "motor carriers
will be forced to pay PT&E at least fifty percent (50%) more Ffor bulk
cormunications services between July 7, 198% and the'date services
are instituted under the Truckers Electronic Tandem Network
(DE2N}." CTA staves that the proposal is for the elimination of
Telpak by rate increcses with za future billing cap of the then
current private line rate. This analysis is correct. Further, CTA
teg that the inereace to motor carriers is not justified.

in its letter, in response to the amended application, CIA
svates that 1% has been informed about it bHut has not yet received a
¢copy. CTA states that it has 2 continuing interest in the
application and it is likely tha® CTA will wish to present evidence.

Pacific eliminated the 50% increcase every six months until
the differential is eliminzted feature in its amended filings. Our
Communications Division staff (Staff) informs us +that the amended
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application was sent to CTA and that it met jointly with Pacific and
CTA on the effects of the application. Our Staff has not heard from
CTA since. OQur staff recommends approval of the amended application,

vecause of the effects of divestiture upon the present rates.
Data Request

Pacific responded to our Staff's Telpack data requests of
Qevoder 24, 1983 on November 15, and December 6, 19835. The responses

re received here as Exhidbit 2. :

Pacific states in its response that after divestiture
Interlata services will go to AT&T Communications and Intralata
services will stay with Pacific. Where a Telpak Base Capacity
presently could contain both Interlata and Intralata services, after
Januvary 1, 1984, each Base Capacity can ¢ontain only Intralata or
Interlata services, bdut not both. Allocating the Telpak Base
Cepacities to either Pacific or AT&T Communications would result in 2
significant increase in communicatiors cost for all Telpak custiomers
due to the change in pricing of all services not gualifying for
Telpakx rates t¢ the current individual private line rates.

All other Telpak pricing elements, such as service
terninals, connecting arrangements, and other associated facilities,
would remain unchanged. The administrative requirements and ¢osts
for Pacific and AT&T Communications to continue to b»ill existing
Telpak rates beyond the end of 1983 would de substantial.

Pacific states that there are 328 Telpak Base Capacities
currently being provided. Pacifie avers that it is not feasibdle to
indicate how many Telpak users would receive rate increases if its
proposed restructuring is suthorized. However, it states all Telpak
users with Telpak circuits approximately %4 airline miles or less
would have a rate decrease because their services would be
restructured to the lesser Iindividual private line rates. This would
be done without an offsetting increase in rates for the remaining
Telpak services. It further states that the remaining Telpek
services would be repriced with the modified rate per nile which
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saould xeep Telpak total monthly billing approximately the same.
Some Telpax services would receive increases in monthly rates. OQther
Telpak gervices would receive decreases. Some, by coincidence, zay
come ous
Pacific., ti g it is not Teasidle to provide the range of
rate ineresses ¢ g prior to actual conversion to our
oroposed mileage re 0z the 4,245 Telpax Services, %,229
are bhysically betw ‘fferent LATAs and will become the business
\2&7 Communications. In, addition, 785 Telpak services are
physica ly within the sanme LATA and will remain the business of
Pacific. The remaining 321 Telpuk services are shared Telpak Base
apacities and, depending on the ratio of Intralata to Inverlata fill
for cach base capacity, could become cither the business of Pacifie
or AT&T Communications. )

There should e 2, cap onbills resulting from the changes
in rates. Any customer increase snould be limited to the lower of
the current private line rates or the new rates.

Pirndings of Fact

1. A public hearing is not necessary.

2. Intersta*e Telpak service, under FCC jurisdiction, was
withdrawn in May 1981. L .

3. Invrastoate Telpuk service was c¢losed to new custouers on
December 31, 1980, and customers were limited 0 in-place service
configurations., on November 3,

4. Afver divestiture interlata services will go to AT&D V/// N
Communications and intralava services o Pacific.

5. Invtralata and Interlata Telpak services cannot be billed in
the same base capacity after January 1, 1984.

6. After divesititure, January 1, 1984, each base capacity can
contain only interlazta or intralata, dbut not both.

7. Alloceting Telpak base capacities to either Pacific or AL&R
Communications would result in 2 significant increase in rates %o
some customers because services not qualifying for Telpak rates would
be charged 2% »rivate line ratec. |




A.82-11-03 ALJ/jn

8. The administrative requirements and cost, and customer
dissatisfaction resulting from continuing t¢ bill the existing Telpak
rate after divestiture could bdbe subdbstantial.

9. There are, 785 Telpak intralata services, 3,229 interlata,
and 327 shared services, to be assigned on the basis of major use.

10. All circuits, 34 miles or less, would have a rate decrease
under restructuring.

117. Thke total remaining circuits under restructuring would have
about the same total billing. Some would receive an increase, some a
decrease, and some would be the same.

12. The incrcases and decreases in rates authorized in
Appendix A are Jjust and reasonable, and present rates insofar as they
differ from those prescribed, are for the future unjust and
wareasonable.

13. It is reasonable to limit any customer increase in bills
resulting from the rates authorized to the lower of the rates
authorized, or the current private line rates.

14. The administrative requirements and ¢osts which would
result from maintaining the present Telpak rate structure after

divestiture warrant changing that structure prior to the conclusion
of Pacific's general rate case, A.83-01=22.
Conelusions of Law

1. It is proper to change and to increase or decrease Telpak
rates, for customers Iin order to mitigate the adverse effects of

divestiture on some customers, based solely on the record in this
proceeding.

2. There should be limitations on Telpak increases.

3. Pacific's amended application £0 restructure its offering
of Telpak services should be authorized as provided by the following
order.

4. At the time the Telpak's universal mileage rate is
authorized, Pacific¢ should compare each customer's Telpak circuit

rates to its comparable individual private line channel rates, and
bill the lesser of the two amounts.
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The effective date of this order should be the date of
signature because of divestiture as of January 1, 1984,

IT IS ORDERED that:

On and after the effective date of this order, The Pacific
Telephone and Telegraph Company (Pacifie) is authorized to file,the
revised intrastate Telpak rate structure to establish a universal
intrastate Telpak mileage charge attached to this order as Appendix A
anc to concurrently withdraw and cancel its present structure. Such
£iling shall e¢omply with General Order Series 96.

2.

1.

Upon one day's notice to the Commission the revised rate
structure shall dbecome effective on January 1, 1984 and shall apply
only to service rendered on and after its effeetive date.

3. Pacific is authorized to bill the lesser of the amount of
each customer circuit when compared between the universal intrastate
Telpak mileage charge, and its comparable individual channel rates.
This order is effective today.

Dated DEC 20 1983 , at San Francisco, California.

LEONARD M. GRIMES, JR.
Preozident
VICTOR CALVO
PRISCIIIA C. GRIW
DONALD VIAL
WILLIAM T. BAGLEY
Commigzsioners
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SCHEDULE CaTl. P.U.C. No. 122-T
PRIVATE LINE SERVICES AND CHANNELS
. TELPAK CHANNELS AND SERVICES

PRESENT RATZS

A.  Series 5000 (TZLPAK) Base Capacity:
The following mileage rates apply for each interexchange and

indistrict area channel per airline miTe, or fraction thereof,
per month.

Usoc

Type 5700 (TELPAX C) 1LKC4
Type 5800 (TELPAX D) 1LKD4

PRCPOSED RATES

Series 5000 (TELPAK) Modified Channels:

The foliowing voice equivalent mileage rates apply for each interexchange
and interdistrict area individual channel per airline mile, or fraction
thereof, per month. AirTine mileage is figured on a rate center basis, .
exactly as presently done for individual channels. The mileage rate
shown is cetermined by dividing the total present base capacity billing
by the total actual circuit miles of all customers.

Monthly
Voice ' Rate
Eauivalent 12/7/83

Sub-voice Channels
2. Type 5707 thru 5105 . 1667 S .19*
b. Type 5706 .3334 TLKK4 .38*

Yoice Channels
a. Type 5207 thru 5302 TLKK& 1.73*

Wideband Channels

a. Type 5701 TLKK& 13.56%*
b.  Type 5757 TLKK4 67.80*

At the time the Intrastate Telpak modified rates are established, the rates
between each Intrastate Telpak customer's individual Intrastate Telpak circuit
will be compared with its individual private Tine channel counterpart and the
lessor of the two amounts will be billed.

* These rates are the result of an analysis of TELPAK biTling data in
‘ . effect November 7, 1923.

(END OF APPENDIX A)
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Notice

Pacific mailed a notice of its application and amended
application to all of its Telpak subsceribers, o cities and counties
in its service area, and to others. The application and amended
application were noticed in the Commission's Daily Calendar of
Novexmber 4, 1982 and August 24, 1987. Only the California Trucking
Association (CTA) communicated with us by its protest £1Y6d November
24, 1982 and its letter of August 30, 1983.

Pacific by letter of November 22,. 1983 glbmitted a revised
Exhibit B in its amended application received lére as Exhibit 1.
Exhibit B in its amended application proposed/gglpak rates that are
"subject To adjustment pending completion Af analysis of billing data
in effect September 7, 198%". Pacific mailed its November 22, 1983
letter to all parties notified of its/amended application.
Positions

In the joint protest by LTA and seven highway conmmon
carriers, CTA states that, under/the application, "motor carriers

. will be forced %to pay PI&E at /lea.st £ifty percent (50%) more for dulk

communications services between July 7, 1983 and the date services
are instituted under the Trwckers Electronic Tandem Network
(TETN)." CTA states that/ﬁ%e proposal is for the elimination of
Telpak by rate increases with a future billing cap ¢f the then
current private line rate. This analysis is correct. Further, CTA
states that the increagé +0 motor carriers is not justified.

In its letteé, in response to the anmended application, CTA
states that it has be@n informed about it dut has not yet received a
copy. CTA states tﬂat it has a continuing interest in the
application and i@/&s likely that CTA will wish to present evidence.

Pacific eliminated the 50% increase every Six months until
the differential is eliminated feature in its amended filings. Our
Communications Division staff (Staff) informs us that the amended
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should keep Telpak total monthly billing approximately the saxe.
Some Telpak services would receive increases in monthly rates. Other
Telpek services would receive decreases. Some, by coincidence, may
conme out the same.
Pacific, then states that it is not feasidle to provide the range of
rate increases and decreases prior to actual conversion to -our
roposed mileage restructure. Of the 4,245 Telpak Serpiéés, 3,229
are physically between different LATAs and will becoﬁg the business
of AT&T Communications. In addition, 785 Telpak services are
physically within the same LATA and will remaim the business of
Pacific. The remaining 321 Telpak services”are shared Telpak Base
Capacities ané, depending on the ratio of Intralata to Interlata £ill
for each base capacity, could become either the business of Pacific
or AT&T Communications.

There should be a cap ox bills resulting from the changes
in rates. Any customer increase’ should bde limited to the lower of
the current private line rates/gr the new rates.

Pindings of TFact

1. A publi¢ hearing’is not necessary.

2. Interstate Teléék service, under FCC jurisdiction, was
withdrawn in May 1981.

%2. Intrastate SMTelpak service was closed +0 new customers on
December 31, 1980, and customers were limited to in-place service
configurations, on/Noveaber 3, 1982.

4. After divestiture interlata services will go to AT&T
communications d%d intralata services to Pacific.

5. Intralata and Interlata Telpak services cannot be bdilled in
the same base/ capacity after January 1, 1984.

6. Agmer divestiture, January 1, 1984, each base capacity can
contain only interlata or intralata, but not both.

7. Allocating Telpak base capacities to either Pacific or AT&T
Communications would result in a significant increase in rates to

some customers because services not qualifying for Telpak rates would
be charged at private line rates.




