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Decision 84 01 03 7January 5, 1984

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIPORNIA

ORDER INSTITUTING INVESTIGATION to ) ‘
deternine whether competition should) ‘
be allowed in 4the provision of 0II 83-06=01
telecommunications transmission (Piled June 29, 1983)
services within the state. o

Application 82-12~21
(Filed December 9, 1982)
Application 83-01-20
(Filed Janwary 1%, 1983)
Appiication 83—05-16 7
(Filed May 6, 1983)
Application 83-05-26
(Filed May 13, 1983)

Applicatioﬁ'83-05-ib;'

. Anéd Relaved NMatters. -
(Filed May 18, 1933)

(Filed June 24, 1983)

Applicetion 93-07-21
(Filed July 11, 1983) 
Applicdfioha83;08;265
(Filed August 8, 1983)
Appiication-83409i37“-,v‘
(Filed-Septembe:‘m9,3$933);
| Applicdtidn'834mo-09*, '
(Filed Octoder 5, 1983) ...

Applicatioﬁ'83e11~o7}:‘_ ,
(Piled November 3, 1983) -
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Appllcatmon 83~12—25 ,
(Filed December 15, 1983‘

Aopﬁlcatzon 84— 01-01

(“xled January 3, 1984)
And Related Matters

(Flled May 12 1983)

(I&S) S -
Case 83-11-05 S G

)
)
%
g Caue 83-05-05
)
% (Filed November 22, 1983)

(Appearances will be included with the final decision.)

INTERIM QPILION

This is one of several. p*ocecd~np in which the Commiseion
considers ,nc ef fect. of the Modified Final Judgment (MFo), the
. ant‘ﬁ rust cons en* decree between the Department of Ju.,tlce and
Amc-ican aelephone and Telegraph Company (AT&T). Under the termu of
zhe N”u, excaangc areas known as Local Access and ;ranﬂport Areas
(aA s) are c"eated. The LA”AQ p*ov;de the tructu*al basis for the
dives {vure of he Bell Operatlnw Componies (BOC°) from AT&T. o ]
'iilg;. ﬁﬂ* d-vxded into ten ILAT Aq. After January 1, 1984, the
BOCs can nrovmdc service on ly within LATA. bouﬂaarlo (mntraLATA)
hiler A?& “gerves: beitween the LATAS (interLATA) oucccedlng to. the
autho“zu3 o,_vhe4BOC Whether AT&T may alqo serve. wlthln the LATA»
iz o&e o the issues in this procecdmng, although it has not’ faled an
apnlicatzon Zor such authority.
Tl Antd cipaulng an emerging. competmtzve market, a numbe* of
partzes hzve applzed to this Commiscion for’ authorlty to provide
1 as ave. 1nterc1ty telecommunzca«¢ons servxceu. 1nclud1np the
’o’lowing' : ‘
A 82-12-2% HCI Telecommunzcau¢onu Company
. A.8%3-01-20 GTE Sprint CommunlcatLOﬂu Corporatmon
. " - 1.83-05-16 U S Telepnonc of *hn Wegt Inc.
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A-83-05-26
A .83-05-40
A.83-06-54
A.83-07-21
A.83-08-26

ALJ/dn =

American Telephone Exchangé'
Combined Network, Inc.

U.S. Ameri-Call Inc. ‘
Telamarketing Communications, Inc.
Telesphere Network Inc.

83-09~37
A.83-10-09
A.83=11=07
A.83-12-25 1 D Communications
A.84-01=01 Com-Vest Telecommunications, Ine.
In addition, Pacific Telephrone and Telegraph Company (Paciflc) =as
filed a complaint, C.83-05-05, alleging that MCI, Sprint and Western |
Union Telegraph Compary (WU) have unlawfully furnished intrastaxe , '
telecommunications services. WU cla.,.me that 1t has authority'to‘
provide such service by virtue of its prior operations withxn the
state, preceding the enactment of the Public Ut;lities Code. VOn :
November 7, 1983, WU filed tariff revisions that would establis hhthe
nirastate offering of WU's switched voice servxce. On November 22
1983, the Commission suspended WU'S tarift f‘lmng and 1nst1.uted
C.83-11~-05 to examine WU's £iling. Bach of these applmcation
complaint proceeding, and the WU <ariff suspens on i have been
consolidated with this investigation. In the dzscuss;on that
Tellows, applicants and WU are together identified as "Applicant*"
The purpose of this proceeding is to develop-the polzcy
basis for resolving these various pending natters. In the order:
instituting this investigation we posed seven specific issues that we
asked the parties to address. This matier is now submitted'foilowing‘
37 days of hearing, opening and reply bdriefs, and oral argument
before Commission en bane. In this interinm decision we resolve
one of issues, while leaving the remaining issues to. be resolved
decision in this proceeding. ‘
In the order instituting this 1nvestlgation we. cbserved
that the MPFJ presumes 2 competitive market for . 1nterLATA servxces.‘
We noted that no party had objected to intrastate’ *nterDATA

. T.S.A., Inc.
Satellite Business Systems

Aneritel, Inc.
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competition, but that there was debate about thewtermé under which
such competition should be allowed. We asked whether the Commission
chould grant certificatés for interLATA'se:vice before‘decfding
whether intralATA competiton should be allowed. In this decision we
decide that interLATA competition should be authorized immediately.
There is no opposition to interLATA competition.
Applicants argue that immediate entry is necessary to coincide with
the timing of divestiture. They contend that failure to authorize
envry at this time would give AT&T a significant. competitive
advantage and make %their later entry into the market more di’ficult-f
However, Pacific argues that such authorization ought o be ‘
conditioned on Applicants' adility to'effectivelyjbléék attenpted
intralATA calls from being completed over their networko, 3o that
Pacific would be the sole provider of intralATA service. Am&ﬂia;so,
rgues that dlocking should be required. :
Blocking would require that the Applicants reprogran their
itches and take certain other measures to prevent intralATA cells
f*om being completed. In the overall context of this proceeding
there are two stages of blocking that are under consideration:
blocking before and after equal access. - The techniques réquired‘
to inmplement bdlocking prior to equal access are ot applicable to,
blocking conditions after equul access. This decision'addresseé only
pre~equal access blocking. 3Both types of blocking will be addressed
in more detail in the final decision.

1 InterLATA equal access is required by the MFJ to be phased in "
' beginning in September 1984.
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Pacific and Applicants disagree regarding how such blocking
could be accomplished, at what cost, and in what tinme frame. This
latter consideration is most important for purposes of this deci81on,
because Pacific concedes that several monthe would be required, while
Applicants contend that a much longer time would be necessary. The
evicdence is clear that an interim decision that requires biocking
prior to permitiing interLATA entry would effectively: preclude
Applicants from providing 1nterLATA service for montho, at least or
beyond the time of the final order in this proceedlng. Because, the
final order may not require dblocking, Applicants would bevlikely to

wait for the final order before investing their reyourcos in blocking

czpability. An interim order that requires blocking-is therefore
pointless. o '

We find that the public interest is better served by an
interin decision that authorizes immediate interLATA entry. As
stated above, the MFJ contemplates a competitive interLATA market.
The development ol such a market will take time-‘.AuthoriZation of
entry is a nec¢ecsary first step. The timingvis_propitiogs fbr an
interinm decision. - |

Divestiture has foqused_unpreceden*ed'pﬁblic attention on
the telecommunications industry. This heightened publmc awareness
creates a favorable environment for Applicants 1o enter the market,
an environment that is not likely to repeat itself. Pailure to
authorize entry at this time would allow an urmistakable compet;tlve
advantage o AT&T. |

The complexity of the situation is compounded by the
overlapping jurisdictions. Those Applicants that do operate.
interstate are likely to advertise their services to the publlc in

California. However, for many potential customers thelr servxces are

likely 0 be less avtractive if intrastate interLATA calling‘;s not
authorized. ‘ B

v
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In order to protect Pacific, the interlATA authority_
coaferred by this decision is conditioned on Applicants' willingness
o refrain from holding out intralATA service. Applicants themselves
nave indicated a willingness to take certain precautions in their
advertising and customer contacts to prevent the poSsibiiity of”using
their authority %o make intralATA calls, diminishing the risk of an
adverse impact on Pacific. We are satisfied that these measures will
adequately protect Pacific's interests, pending a *4nal decision.

We acknowledge that "holding out" is dif fficuls to define in

2ll possidle perautations. We are mos?t concerned about advertzsing
and customer contacis. Applicants who are unable 10 conform thelr
conduct %o the standard expected of pudlic utzlmtles are subaect to
severe penalties, including suspension or revocat.on of authority.
Qvviously, widespread disregard of this Commlssxon'ﬂ authority could

1so affect our ultimate position on dlocking. We will be oboervang
their conduct to deteraine whether these measures are suffmcient to
protect Pacific, or whether further action is required. ;  ~:‘;

In D.83-12-24 in A. 82—11-07 et al. we establxshed access'

rges for the provision of exchange a¢cess ser v;ces to. long- '
distance carriers for the origination and termlnatmon of 1ntrast¢te
+oll calls. One of the underlying issues in this proceedlng 1s‘the
distinction between intrastate and interstate calls. In D. 83-12-24
we found thet originating calls using Pacific's access services can
be distinguished as intrastate or interstate by treating. the relevant
point of presence as a surrogate xor the originating point. We adopt
the above principle for purposes of th;s‘proceedxng. Ve also
recogn*ze tha*t soxe intralATA calls will be completed over o
Applicants' networks, regardless of their good faith in. not holdxng
out such service. Such intralATA calls are .ncidental to Applicants'
intrastate interLATA authority and are sudject to the accesu cha“ges
adoptnd in D.83-12-24 until further order of the Commission.\'
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There remains as a final nmatter the rate regulation and
tariff filing requirements that will be imposed on Applicants. These
are issuves that will be addressed in detail in the final decision.

We observe that none of the Appiicants appears to have sufficient
rarzZet share %0 maintain uareasonably higan rates. For pu*poses‘of
this interinm decision those Applicants that have tariffs on file with
the Pederal Communications Commission (PCC) are authorized to adopt
such tariffs for their interLATA service but with a specific
exclugcion of provision of intralATA service. Along with the filing'
£ the Notice of Adoption of the FCC tariffs, the Applicant shall
also f£ile a copy of those FCC tarif@s. Any Applmcant that does not
have tariffs on file with the FCC or that choses to offer different
rates or charges in California shall file 2 tariff setting forth the
proposed services and charges offered by Applicant. ;Ratefchangés in
PCC approved tariffs may ve made as author ized'by fhe'FCC. When7rate
ckanges are made from time-to-time in the *CC tarmffs, *hesc changes‘
may be used for interLADA intrastate California service by filing\
copies of such change tariffs that will become effectlve on the : same
date they are effective at the PCC. The provisions of General Order
96-A are waived orly to the extent of Sectlon v, relatxng to filed
and effective dates; Section v, procedure in fmlzng tariff. oheets
which do not increase rates or charges; and Section VI, procedu“e in
£iling inereaszed rates. In all other respects, tariffs uhall be‘
filed in accordance with General Order 96-A. Tariff filings will be
£fective five days after filing. Applicants are subject to o*amnary
complaint jurisdiction of +the Commission.
Pindings of Pact

1. The MPJ presumes a competltive market for 1nterLAEA service.
2. There is no opposition %o interlLATA compet*tion.
%. Blocking reguires that Applicants reprog*am thei* switches

and take certain other measures to prevent intralATA calls from bemng ,
completed. ‘ | SR ..~;‘??
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. 4. Blocking capability would require several months %o
implement, at a minimum.

5. An interim decision that requires dlocking prior %o
providing service would effectively preclude applicants from offering
inverlATA service for months. ,

6. Divestiture has focussed unprecedented public‘attentiqn‘on
the telecommunications industry. ' o

7. This public awareness creates a favorable environment for
Applicants to enter the market. ' |

8. Failure to authorize eniry at this time would allow an
unnistakable competitive advantage to AT&T. |

9. Precautions in advertising and customer contacts on the
part of Applicants diminishes the risk of an adverse impact on
Pacific and its ratepayers. E | « 4

10. Originating calls using Pacific's access services can be
distinguished as iIntrastate or interstate by treating the relevant

.point of presence as 2 surrogate for the originating point.

11. Intrastate intralATA calls carried by Applicanis are
incidental t0 their intrastate interLATA traffic.

2. ©None of the Applicants has sufficient nmarket share %o
mainvain unreasonably high rates. '

13. 3Because of the public interest served by immediate

interLATA entry, this order should be effective today.
Conclusions of Law

-

1. Imnediate interLAZA entry ic in the public interest.
2. Blocking would defeat the purpose of immediate interLATA

3. Applicants should be prohibited from holding out intralATA
gervices to the pudlic pending further order of the'Commisgion!

. et oy R
I L ST
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INTERIM ORDER

I7 IS ORDERED <that:
1. Zach of the applications listed in the foregoing discussion
is granted Yo the limited extent of providing the requested service
on 2 interLATA basis, subjeet to the condition that each applicant
refrain from holding out to the public the provision of intralATA
service. '

2. VWestern Union Telegraph Company iz authorized to file
tariffs offering interlATA service, subject to the condition that it
10t hold out to the pubdblic the provision "of intralATA service.

3. DBach of the Applicants and Western Union Telegraph Company

re guthorized to file with this Commission, five deys after the
effective date of %his order; tariff schedules for the provision of
interLATA service. Applicants with effective FCC approved*tgriffs;
mey file a notice adopting such FCC tariffs with a copy of the FCC
tariff included in the filing. Such adoption notice shall |
specifically exclude the provision of intraLATAvservice. Those
Applicants that have no effective PCC tariffs, or‘that wish to file
variffs applicadle only to California intrastate interLATA service
are authorized to do so, including rates, rules, regulations, and
other provisions necessary to offer service to the public. Such
filings chall be made in accordance with General Order 96-A,‘
excluding Sections IV, V, and VI, and shall be effective not less
than one day after filing. S
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4. The requirements of General Order 96~A relative %o the
ffectiveness of tariffs after filing are waived in order that
changes in PCC tariffs may become effective on the same date for
Califoraia interTATA service for %those companies that adopt the FCC

tariffs.

This order is effective today.
Dased JAN 5 1984 , at San Freancisco, Califprnia;

LEONARD M. GRIMES,
Pros*
VICTOR CAZVO d*m'
PRISCIILA ¢V cp“w
DONALD VIAL
WILLIAM T. BAGLEY

;Commissioners

I CERTIFY TEAT TFIS" DECTSTION
WAS LPPROVED Rw UHE !‘\BOVE
CGMMJ.UQXUI‘:E&\M\)&:\‘{.‘. g -

a o
LIS ) :
BRI (IO L CR o A R SRS




ALJ/in
° _ o
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BEFORE TEE

ORDER INSTITUTING INVESTIGATION %o
deternine whether competition should
be allowed in the provision of 0IT 83-06~01

telecommunications transmission (Filed June 29, 1983)
services within the state.
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@ December 9, 1983)

ppllcatlon 83—01-20
Filed Jenuary 13, 1983)

Applicatlon 83—05—16
(Filed May 6, 1983)
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(Flled Moy 13, 1983)

. And Related Matters. Apnl;.cation 83-05-40.'

(Filed May 18, 1983)

Application 83-06-54
(Filed June 24, 1983)

Applicatmon 83—07 21
(Flled July 11, 1983)

Application 83-08—26)
(Filed August 8, 1983)
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v

0II 83-06-01 et al. ALJ/3n

) Application 83-ﬂé-25,_
% (Filed December 15, 1983)

Application)84—01;61”
(Piled Januwary 3, 1984)

Case 83-05-05
(Piled May 12, 1983)

5-11-05 @Y

And Related Matters.

iled November 22, 1983)

This is one of se eral'ﬁroceedings in which the Commission
considers the effects of tife Modified Final Judgment (MPJ), the
antitrust consent decreeHetween the Department of Justiéé and
American Telephone and felegraph Company (AT&T). Under the terams of
the M¥PJ, exchange arefs xnown as Local Access and Transport Areas
(LATAs) are created/ The LATAs provide the structural dasis for the
divestiture of the/Bell Operating Companies (BOCs) from AT&T.
California is diyided into ten LATAs. After January 1, 1934, the
BOCs can providf service only within LATA boundaries (intralATA),
while AT&T serires between the LATAS (interLATA), sﬁcceéding t0 the
authority of /the BOCs. Whether AT&T may also serve within the LATAs
is one of the issues in this proceeding, although it has not filed an
application—for such authority. o _  "

Anticipating an emerging competitive narxket, a aumber of
parties nave applied to this Commissionv:for authority td-provide
intrastate intercity telecommunications services, including,thel
Tollowing: | | o |
A.82-12-21 MCI Telecommunications Company |
A-83-01-20 GTE Sprint Communications Corporation
A.83-05-16 U.S. Telephone of the West, Inc..

-2 -
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A.83-05-26  American Telephone Exchange
A.83-05-40 Combined Network, Inc.
A.83-06-54 U.S. Ameri-Call Inc.
A.83=-07=-21 Telamarketing Comrunications, Inc.
A.83-08-26  Telephone Network Inc.
A.83-09-37  Call U.S.A., Inc. . -
A.83-10-09 _ Satellite Business Systems
A.83-11-07  Ameritel, Inec. ‘ |
A.85-12-25 LD Communicationu
A.84-01-01 Comn-Vest Telecommunications, Inc:
addision. Pacific Telephone and Tel eg*aph Companf/(Paczfzc) has.
filed a complaint, C.83%-05-05, alleging that MCILy Sprint and Wcsvern
Union Telegraph Company (WU) have unlawfully £irnished intrastate
telecommurications services. WU claims that it has authority %o
provide such service by virtue of’i%s pripr oper&tidﬁsjwithin the
tate, preceding the enactment of lic Utilities Code. On-
.Novembe* 7, 1983, WU filed tariff revi¥sions that would establloh 'the‘
intrastate offering of WU's switcheyd voice service. On November 2z,
1983, the Commission suspended WU!)S tariff filing and instituted
€C.83-11-05 to examine WU's filing. ZEach. of these applications, the
cozplaint proceeding, and the WU tariff suspension have been
onsolidaved with this investfgation. 1In the discussion that
follows, applicants and WU are together identified as "Applicants".
The purpose of tHis proceeding is to develop the policy
basis for resolving these/various pending matters. In the order -
instituting this_inves;igation we posed Seven upecxflc issues that we
asked The parties to address. This matter is now Qubmitted following
37 days of hearing, opening and reply brief s, and oral ‘argunent
before the Commission en banc. In this interim decmsion we resolve
one ol the issues, while leaving the remaining issues to be resolved_
in a final decision in this proceeding.
In the order instituting this *nvestigation we observed
that the m?u pPresumes a competitive market for 1nterLATA.¢erv1ces.
We no ed ‘that no party had objected to intrastate interLATA
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In order to protect Paci*ic, the interLATA auvthority
conferred by this decision is conditioned on__ppllcant willingness
%0 refrain from holding out intralATA se*v1co. Applzcan themselves
have indicated a willingness to take certain precautlon in their"'
advertising and customer contacts %o prevent. the possibility of using
their authority to make intralATA calls, diminishingf%hé risk of an
adverse impact on Pacific. We are satisfied that these measures will

adequately protect Pacifie's inté;ests; pending a final decision.

We acknowledge that "holding out"/is difficult to define in
all possidle permutations. We are most ¢ ncerned about advertising
and customer coniacts. Applicants who/are unable to conform their
conduct to the standard expected of zlblic utilities are subject to
severe penalties, including suspen ion or revocation of authority.
Obv*ouily_ wide3§2£3&q3£' < -this Commission's authority could
“Eg;gwanbe our position on 1 bl cklng., We will be observxng their

b PP — e A i

conduct to determine whether Ahese measures are sufflclent/to protect

"-"acr“zc, or whether further/action is required.

In D.83-12-24 iy A.82-11-07 et al. we established access
charges for the provisiof of exchange access-services to long~
distance carriers for yhe origination and termination of'intrastate
toll calls. One of tfe underlying issues in this proceeding is the
distinction between Antrastate and interstate calls. In D.83-12-24
we found thet origihating calls using Pacific's access services can
be distinguished os intrastate or interstate by treating the relevant
point of presence as a surrogate for the originating point. We adopt
the above principle for purposes of this proceeding. We also “
recognize that some intralATA calls will be completed over |
Applicants' networks, regardless of the;% good faith in not'holding
out such service. Such intralATA calls are inciden*al‘tO‘Applicants'
intrastate interlATA authority and are uubject $0 the access charges
adopted in D.83-12-24 until further order of the Commm sion.
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There remains as a final metter the rate regulation and
tarif? £iling requirements that will be imposed on Applicants.' These
are issues that will be addressed in detail in the final decision.

We observe that none of the Applicants appears %o have sufficient
zarket share 40 maintain unreasonadly high rates. TFor purposes of
whis interim decision those Applicants that have tariffs on f:le with
the Federal Communications Commiszsion (FCC) are authorlzed to adopt
such tariffes for their interlATA ﬁerv1ce but with a opeczfzc
exclusion of provision of int raLATA service. Along with the fillng
of the Notice of Adoption of the PCC tariffs, the ﬁgiicant shall
also file a copy of those PCC tariffs. Any Applicant that does not
have tariffs on file with the FCC or that chofes to foer different
rates or charges in California shall file ’/tariff'sétting forth the
proposed services and churges offered by Applicant. Rate'changgs'in
FCC approved tariffs may be made as #Zuthorized by the FCC. When rate
changes are made from time-to-time/in the FCC tariffs, these changes
.may be used for interLATA mtras'(a'te California service by filing'
copies of such change tariffs/that will become effective on the same
date they are effective at the FCC. The provEE%fno of General Order
86-A are waived only to ); e exten:c ??; Sect%&;an’& to fmlea!
and effectzve dates; Section V, procedur@ in fillngAxncreasqﬁ rates&h}
In 211 other respects/ tariffs’ shall be 'filed in accordance with
General Order 96-A; “an»mﬂ-rb%%ngs—ua&&—be*cffectrvv"frve—ﬂayz—afwea-
£424 3 = bjéd%“?ﬁ“E?ETﬁﬁ?y"bdmpra~n$-$unbsdyymkn%<xL

Pindings

1. The/MFS presumes a competitive market for interLATA service.

2. There is no opposition to interLATA competition.'

3. Blocking recuires that Applicdn%s reprogran their switéhes‘
and take certain other measures to prevent intralATA calls from bezng
completed.

-
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