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Decision No. 912‘28 | o , | @RB@UN A[L :

BEFORE THE PUBLIC TUTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Re Resolution No. T-10138 Authorizing )
Advice Letter No. 13381 of the Public ) o |
Telephone and Telegraph Co. Offering ) Application No. 59259
the Horizon Communication Systen . . ) (FLled November T, 1979)
on a Two-Tiler and Non Two-Tler Basis g

'ORDER DENYING PETITION FOR
REEEARING AND STAY OF RESOLUTION

The Califoraia Interconnect Association has filed a petition
for reheaxing and stay of Resolutfion No. T-10138 in Pacific
Telephone and Telegraph Co. Advice Letter No. 13381; ‘The‘Commission
has considered each and every allegation contafined tierein and s
£ the opinfon that mo good cause for rehearfing has been shown;
therefore, ‘ o " o | |
IT IS ORDERED that rehearing of Resolution No. 2-10138 fs

hereby denled. - o _ o S
The elfectlive date of this ordexr 1s the date hereof. =
‘Dated JAN-8- 1980 , 2t San Francisco, Califorafa.




State of California 'I'

Memorandu‘m

Dote Januvawy 4, 1980

To :The Commission .
(Conference of January 8, ;'..950)

From Publoc Uf'lmos Commus»on-—Sun Franasco— . Alvin S. alc,a')
‘Q _ Legal Counsel

FleNo:y | 59259/Res. No. T-10138
Subj
l“rPeu/Rhg by Ca;i*ornia Im:e'“connecv Assn. of Res. No. ;-_0138
(Oxder Not Stayed) (D.D. Januaxy 6, 1980)

RECOMMENDATION: The petition for rehearing f£lled by California
Interconnect Assocliation (Interconxect) 1s wholly without merit
and should be denfed. A suggested ’Oﬁn.o’ o*de* Is a ached;'

FACTS: PRacific Telephone & Melegraph Co. (Pacifie) *1led Advice
Letter No. 13331 (AL~13381L) on Octover 1, ~979, request‘ng Con—
xdsslon approval ol tarifl sheevs relevant to the offering of the
HZorizon Communication Sysve sexvice (Horizon). Horizon is a new
vexrtical service designed for the small business markets; It Is a2
vype o Xey egulipment service uweilizing 1ew'xucroprecessor.tech-
ology and providing functions normally associated.with PBX or.

Ce"t“ex systems. AL-1338l was axended on bthree occasions:.

(1) On October 23 te'Chansé'theePrOPose&\efféétiﬁe
date ’ron;Novembe* 1 to Novexber T3 ‘ o

(2) On October 26 +o c“ange ce*ta*n.p“o:osed schedules
to reflect Decisions Nos. 90642 and 90919, ané

On November 1 %o change the uont“ly rates at- which
Horizon would be offered to rellect _ﬁcreased costs
of capital to Pacific. ‘ .

Interconnect filed a2 protest %o AL-,3381 on Qctober 10 1979, alleging,
inter 2lia, that the offering lzon would cause. premature o=

-

tirement of simflaxr vertica_ services 1/ and.whereby‘burden.Paciric s

1/ Intercommect cited several services it considers.to be competi-
tive with Eorizon, Vviz., 701l z2nd 101 ESS Centrex CU Sexvice
and SGL-1A. _- USRS TR SREEAAE




ratepayers, that tae revenue producing life of Eor zon equipment
was grossly overstated *esult’** In lower~than-reasonable proposed
rates 2/, that the two-tier ard companion rates were Inherently
anticompetitive, and that Eorizon was be_ﬁg offe*ed_*t less than
cost. Toward TUsilivy Rate Norxmalization (TURN) £iled a similax,
albelt drief, protest letter on Qctober 12, 1979- Pacific replied
©60 Interconnect's protest on October 17, 1579, ané on October 18,
1979, <o TURN using Lts earliex xeply with 2 separate cover letter.

Qn Novezmber 6, 1979, the Commission Issued Resolution No. T-10138

approving the offering of the Horizon sexvice as constituted post

the third supplement to AL-13381. Intexrconnect's protest was denled
Lter careful discussion of each of Its allegat ions;*TURN*s provest

was not.discussed bu* implledly dendled as well. The resolution

was made effective on the Noverber 6 date.

Interconnect filed the Znstant betitiod for rehearing and stay of
ordex on November 7, 1979, docketed as Application No. 59259. A
supn emental petition waa £1led on Noverber 9.

ANAEYS”S. -nterco.ﬁect preseﬁzs vexry little substantive argume
The Theme of the petition may basically be summarized as "util**y
regrlation makes for [not soJ strar.se bedfellows.” Interconnect
would propose to go to hearing o have the Commission determine
who 1s telling tne truth a2bout the “easonaoleness of the rates as:
which Horizon 1is to be offe*ed- Suer 2 vensure would serve no
useful purpose.

.*rs,, no good reason apoears t0 ascridve a,greater predictive pre~
tension to Interconnect than to Paciflic In these nmatters. As 2
simple matter of fact, tx Commissio. s%aff requested Irom Pacific
da*a using the accepted GE-100 cost methodology - “acific complied
with that equesv and Its data ’u;ly supported the Lin ng:*hat the

rates set forth Iz A-13’81 are fully co"benuazo“y5 Just nd reason~
ahle. V :

Secondly, bis Comn*ssicn has previously g‘ve“.not:ce that, %o the
extent warranted by competi ive market conditions, Zt would permit
Meoo UtLlities to 2¢t 2as much Llike mregulated competitors as
possible." In me Pacific Telephorie & Telegrash Co., 83 CPUC 428,
440 (178). TInterconnect o**e*s no reason for depaxting from.*he“

2/ This argument rests heavily upon the first. Intex connect
asserted that the SGL-lA sexrvice would be retired as .a con-
sequence of the Horizon offering only three and one-halfl
years aftexr Pacific had estimated its life estimate o be
fifteen years. If Interconnect's assertion were correct,:
Pacilic would t¢ke an overall loss on the SGL-1A service
since the rat uhe*e foxr have beeﬂ caleulated over the fif-
teen yearAtime rame. o e




above—-cited policy In thils case. TUndexr the terms of AL-13381,
Horlzon is being offered at rates generating a rate of ::'etu.m ol
fourteen percent and competitive with comparable verti ca.l sexvices -
availadble from nonutlility enterprises.

Finally, the Commission has previously warmed p*-otesta.‘n s to advice
letter L1 ::gs that they should heed the General Ordex No. §6-A
language requiring that they "... set foxrth speci fically the
grounds upo“ which "he protest Is based, Including such Items as
financial and service Impact.™ (Section III H.) ™he specific
srounds which Interconnect now pleads, most notably the &isplace-
ment and premature et i*eme 2% of the SGL-1A sexvice, naye already
been refected by the Coxxission as erroneous and unswpo ted by
sufficlent evidence. See ResolutiZon No. T-10138, ». 1 (paras. 6,

> 8), p. 2 (para. 4), p.3 (paras. 2, 5). .

ASPrzbh

Avtachment




