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INTERIM OPINION

1. Summary
This decision directs Pacific Bell to make intraLATA

equal access--the ability to place local toll calls through another
telephone carrier without having to dial additional numbers--
available to all of its California customers. The date of
implementation will be the date that a Pacific Bell affiliate ’
begins competition in the long distance market, which is expected
to occur this year. An earlier decision authorized intraLATA equal
access for subscribers in the GTE service areas. The decision also
establishes the means by which Pacific Bell and other local
exchange carriers may récover the costs of introducing the toll
call option, and it establishes marketing safeéguards intended to
encourage vigorous competition and lower consumer costs in
providing toll service. With some exceptions, the same rules
adopted today also will apply to small and mid-sized local exchange
telephone companies throughout California.
2. ~_Background
2.1 Historical Perspective

» Prior to divestiture in 1984, the American Telephone and
Telegraph Company, now known as AT&T, owned both long distance and
local telephone operations. When the District of Columbia federal
court approved a modified settlement agreement between the company
and the U.S. Department of Justice, it divested AT&T of its local
telephone operations. The territorial United States was divided
into 163 geographic areas, referreéed to in the decree as "exchanges"
and in the industry as Local Access and Transport Areas (LATAs).l

+

1 1982 Decreée § IV(G), United States v. AT&T (D.D.C. 1982) 552
F.Supp. 131, 226.
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The LATAs were divided among the 22 Bell operating companies
created in the divestiture. California has 11 LATAs, served
privarily by Pacific Bell (the California subsidiary of Pacific
Telesis) and GTE California Incorporated (GTEC).

Calls within a LATA, referred to as intraLATA calls, were
(and for the most part still are) generally carried by local
exchange carriers like Pacific Bell and GTEC. Calls between LATAs,
referred to as interLATA calls, were carried exclusively by long
distance, or interexchange, carriers. The local exchange carriers
provided local distribution services, or carrier access, for both
intraLATA and interLATA calls.

Since divestiture, both state and federal governménts have
sought to increase competition in the telecommunications industry.
As we stated in the Implementation Rate Design (IRD} proceedingzz

"The role of the Commission since dlvestlture has
increasingly been to manage this transition from
monopoly to competltlve telecommunications
sexrvices. In managing this transition we have
tried to assure that competition between the flocal
exchange calrlers. or LECs] and their new
competitors is fair, that ploflts from monopoly
services are not used to subsidize the LECs'
offerings in competitive markets, and that
telecommunicatlons companles under our jurisdiction
do not engage in anticompetitive practices." (56
cpucad 117, 141.)

In 1993, we stated our intention to open all
telecommunications markets to competition by January 1, 1997.

The California Legislature subsequently adopted Assembly Bill 3606
(also known as the Costa Bill), codified as Public Utilities Code

2 Re Alternative Regulatory Frameworks f0r>Loca1 Exchange
Carriers, 56 CPUC2d 117 (1994), Decision (D.) 94-09-065.

3 Enhancing California's Competitive Strength: A Strateqy for
Telecommunications Infrastructure (Commission Infrastructure
Report, November 1993).
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§ 709.5, which expresses legislative intent to open
telecommunications markets to competition by January 1, 1937. With
the IRD decision in 1994, we opened intraLATA toll markets to
competition effective January 1, 1995. Subsequently, in becision
(D.) 94-12-053, we formally adopted procedural plans to open the
local exchange markets to competition, focusing on open access and
network architecture development (OANAD), local compestition
rulemaking, and consumer protection and regulatory streamlining.
In December 1995, we established the rules for facilities-based
local exchange competition with service territories of Pacific and
GTEC. In March 1996, in Re_Competition for Local Exchange Service,
169 PURAth 83, we adopted interim rules and established wholesale
rates for the resale of local exchange services by competitive
local exchange carriers within the service areas of Pacific Bell
and GTEC.

Last year, Congress overwhelmingly passed, and President
Clinton signed, the Telecommunications Act of 1996.% The 1996
Act represents the first comprehensive revision of American
communications law since the Communications Actrof 1934, and it
grants the Federal Communications Commission (FCC) broad powers
over the development of competitive telecommunications markets,
while maintaining state authority over most intrastate matters,
including dialing parity for intrastate calls. The Act envisions,
among other things, that long distance companies will be able to

42 pub.L.No. 104-104, 110 Stat, 56, codified at 47 U.S.C.A.
§§ 151, et seq. (1996) .
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compete in local exchange and intraLATA service, and that local
exchange companies will be able to compete in long distance
service.,

2.2 Procedural History

Competition in the provision of intralATA service is
designated as "dialing parity,"” "intraLATA presubscription,”
»intralLATA egqual access" and "1-plus dialing." It refers to the
ability of a telephone customer to designate (or presubscribe to) a
communications carrier, and theéreafter dial calls within a LATA by
dialing the digit "1," the area code, and the called number or,
where parties aré in the same area code, by dialing the 7-digit
called number. Génerally, an intraLATA toll call is one placed
within a service area but beyond the 12 to 16 miles within which
lo¢al exchange calls are made without additional charge. Without
presubscription to another carrier, customers seeking to place .
intral.ATA toll calls using toll carriers other than_their local
exchange carriers are required to dial a S-digit carrier acceéss
code (i.e., 10-288 for AT&T, 10-222 for MCI, and 10-333 for Sprint)
prior to dialing the called party's area code and 7-digit telephone
number.

On April 5, 1996, four long distance carrier parties filed a
joint petition in this docket seeking an order that would require

5 Bell operating companies are permitted to enter the long-
distance market for calls originating in their service areas after
satisfying a 14-point competitive checklist, which is designed to
demonstrate that they have opened their networks to facilities-
based competition for local service. (Pub.L.No. 104-104, § 151,
1ég S§at. 56 (1996), adding new §§ 271-272 to Title 47 of the U.S.
Code.
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GTEC immediately to implement intralLATA equal access.® on April
11, 1996, Pacific Bell filed a motion seeking a procedural order
commencing the intraLATA presubscription phase of this proceeding.
By administrative law judge ruling dated May 17, 1996, the joint
petition as to GTEC and Pacific Bell's motion were consolidated,
pursuant to Rule 55 of the Rules of Practice and Procedure. During
a prehearing conference, the administrative law judge scheduled an
intralLATA equal access workshop, which was conducted in July 1996
by Commission staff. At the instigation of GTEC, settlement
discussions also took place.

The legal bases upon which the parties proceeded are
different for GTEC and Pacific Bell. Under § 251(b) (3) of the
Telecommunications Act, both GTEC and Pacific Bell are required
»_,.to provide dialing parity to competing providers of telephone
exchange and télephone toll service." Under FCC interpretation,
the GTE companies were required to implement dialing parity no
later than August 8, 1997. 7 However, § 271(e) (2) of the
Telecommunications Act requires that Pacific Bell provide intraLATA
dialing parity coincident with its entry into the interLATA market.
Pacific Telesis intends to enter the interLATA market through a
subsidiary, Pacific Bell Communications, during 1997.

Beginning in May 1996, GTEC and its affiliated companies, GTE
HWest Coast Incorporated (GTEWC) and Contel of California Inc.

6 Amended Joint Petition for an Order Requiring GTE California
to Immediately Implement IntraLATA Equal Access, filed by AT&T
Communications of California, Inc., MCI Telecommunications
Corporation, Sprint Communications Company L.P., and the California
Association of Long Distance Companies (CALTEL).

7 ®A LEC, other than a (Bell Operating Company}, that begins to
provide in-region, interLATA or in-region interstate toll sexvices
in a state before August 8, 1997, must implement intraLATA and
interLATA toll dialing parity based on LATA boundaries by August 8,
1997.” Second Report and Order, FCC 96-333, § 62(c).
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(Contel), referred to collectively as the GTE companies, each filed
an Advice Letter requesting approval of a tariff schedule to
implement intraLATA equal access in their respective service areas.
Each of the Advice Letters was provisionally approved by the
Commission, pending any changes ordered in this proceeding.

On September 5, 1996, four long distance carrier parties and
the Commission's Division of Ratepayer Advocates (the name was
subsequently changed to Office of Ratepayer Advocates, or ora%)
entered into a séttlément agreement with the GTE companies
resolving most of the jssues in this proceeding regarding intraLATA
equal access in the seérvice areas of the GTE companies. The issues
which remain un¥ésolved by the settlement agreement are: (1) the
type of notice (bill insert or direct mail) that should be given to
customers regarding the availability of intralATA preésubscription;
(2) the appropriate intraLATA presubscription cost recovery
mechanism; and (3) the selection of an intralATA carrier for pay
teiephones. The settlement agreemeht was approved by the
Commission on Decembex 20, 1996.

Meanwhile, eight days of evidentiary hearings were conducted
between September 24 and October 21, 1996, to resolve intraLATA
issues involving Pacific Bell and othér local exchange carriers in
California and to deal with the three issues left open in the GTE
settlement. The Commission heard from 15 witnesses, and received
29 exhibits into evidence. The matter was taken under submission
subject to the filihg of concurrent opening briefs on November 22,

8 GTEC's Advice Letter was approved on July 17, 1996, in
Resolution T-15934. GTEWC's Advice Letter was approved on August
2, 1996, in Resolution T-15951. Contel's Advice Letter was
approved on Septémber 20, 1996, in Resolution T-15956.

9 As part of a reorganization of the Commission, advocacy
functions of the former Division of Ratepayer Advocates were
transferred on September 10, 1996, to ORA, a new organization.
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1996, and concurrent reply briefs on December 11, 1996. Parties
active in these proceedings include Pacific Bell, the GTE
companies, AT&T Communications of California Inc. {AT&T), MCI
Telecomnunications Corporation (MCI), Sprint Communications Compaﬁy
L.P. (Sprint), the California Payphone Association (CPA), Citizens
Utilities Company, the Roseville Telephone Company, nine small
independent local exchange companies ranging in size from 500 to
17,000 access lines, and the ORA.
3. Issues Deemed Resolved

Following the GTE settlement discussions and an industry
workshop, the Commission's telecommunications staff reported on
July 31, 1996, that parties had reached agreement on intraLATA
issues in two broad categories. First, parties agreed that four
issues had been made moot by the Telecommunications Act. Second,
parties identified four other issues upon which the telephone
companies and consumer advocates generally agreed. Finally, staff
reported, the parties identified numerous disputed issues that
would require evidentiary hearing. A brief discussion of the
mooted issues and the agreed-upon issues follows:

3.1 Issues Mooted by Telécommunications Act

(1) Necessity for 1-Plus Dialing

Initially, there was dispute as to the necessity of
intralATA equal access, since customers today can select another
carrier for intralATA calls by first dialing the digits "10,"
followed by a three-digit carrier identification code, followed by
the area code and telephone number of the called party (or the
7-digit called number within the same area code). Sections
251 (b) (3) and 271{e) (2) (A) of the Telecommunications Act make clear
that both Bell and non-Bell local exchange carriers must make
dialing parity available to competing carriers. The FCC in its
Second Report and Order interpreted the words "dialing parity" as
contained in the Telecommunications Act to mean "that customers of
these competitors should not have to dial extra digits to have
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their calls routed over that {local exchange carrier’s]
network. v 10
(2) Cost/Benefit Analysis
The federal government, the California Legislature and

most state utilities commissions, including this Commission, have
determined that the benefits of competition in telécommunications
services outweigh the costs of implementing competition.
Section 252 of the Telecommunications Act provides that agreééments
on interconnection, resale and the purchase of unbundled network
elements will dépend, in the first instance, on private
negotiations without governmeént intrusion. To the extent that
negotiations fail, carriers may request state commissions to
mediate or arbitrate disputes.

(3)  Timing of 1-Plus Presubscription With Market Parity

Section 271 (e) (2) (B) of the Telecommunications Act
provides that "...a State may not require a Bell operating company
{like Pacific Bell) to implement intraLATA toll dialing parity in
that State before a Béll operating company has been granted
authority under this section to provide interLATA services
originating in that State or before 3 years after February 8, 1996,
whichever is earlier." For Pacific Bell, therefore, implementation
of intraLATA presubscription may be required coincident with
authorization of long distance service by its affiliate, Pacific
Bell Communications.!! The GTE companieé; which are not Bell
operating companies, were authorized by this Commission in

10 Implementation of the Local Compekition-Provisions of the
Telecommunications Act of 1996, Second Report and Order and
Memorandum and Order, CC Docket No. 96-98 {August 8, 199s6}.

11 Authorization for long dlstance service is being sought by
Pacific Bell Communications in Application 96-03-007. Three weeks
of hearings in that proceeding ended on December 20, 1996, and
final briefs were due on February 14, 1997.
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D.96-12-078 (December 20, 1996) to implement intraLATA equal access
in all their end offices by March 1997.

{4) Timing of 1-Plus Presubscription, Regulatory Parity

We have in the past commented on the "inevitable tension"
caused by efforts to open telecommunications to competition and at
the same time maintain affordable basic service for all
Californians.lz» These are common objectives of all of our
telecommunications proceedings, including Local Exchange
Competition, Rulemaking 95-04-043, Open Access and Network
Architecture Development, Rulemaking 93-04-003, and the several
arbitration proceedings filed pursuant to § 252 of the
Telecommunications Act. Pacific Bell initially asked whether 1-
plus dialing should be considered in conjunction with cost and
pricing proceedings in the event it faced intraLATA competition and
loss of business before it could compete in the interLATA
market,13or before regulatory safeguards werxe in place to protect
Pacific Bell's revenue. Since Pacific Bell will not be required to

implement 1-plus dialing until it is authorized (through an
affiliate) to compete in long distance service, this issue is no

longer beforé us.

3.2 Issues Upon Which Parties Agree

‘ (1) Balloting

Balloting is a process in which telephone subscribers

would be asked to choose from a menu of intralATA toll carriers.
Such a process was employed in the mid-1980s, when subscribers were
asked to choose a long distance carrier for interLATA equal access.
Parties here agree that balloting for an intraLATA carrier would be
confusing to customers, costly, and would force consumers to make

12  Re Alternative Requlatory Frameworks for Local Exchange
Carriers (1994) 56 CPUcC2d 117, 14S5.

13 Motion of Pacific Bell for a Procedural Ordeéer, at D-5.
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selections before they might otherwise choose to do so.
commentator observed in the FCC proceedings:

" (t)he long-distance market today differs

markedly from the situation in the mid-1980's,

when non-dominant carriers were virtually

unknown to most consumérs and balloting was

mandated as a way of educating consumers to

their ability to choose a carrier. No such

education is needeéd today, because most

consumers are well aware of their long-

distance choices, and the carriers have readily

availigle means of contacting those who are

not . "

We agree with the parties that_balloting is not necessary
for the introduction of intralATA competition, and that the notice
provisions discussed elsewhere in this decision, along with the
marketing efforts of intralATA competitors, will be sufficient to
apprise consumers of their ability to choose an intraLATA carrier.

{2) _pIC Methodology

Parties agreed that what is called the "full 2-PIC
methodology” should be applied in introducing intraLATA equal
access. PIC is an acronym for "primary" or "preferred”
interexchange carrier. The full 2-PIC methodology allows a
customer to presubscribe to a telecommunications carrier for all
interLATA long distance calls and to presubscribe to another
telecommunications carrier for all intraLATA toll calls.

The FCC purports to adopt the full 2-PIC method as the
minimum presubscription standarxd, noting that the technology for
this method is widely available.l® The so-called "multi-PIC" or

"smart-PIC" methods, which would permit presubscription to multiple

FCC Second Report and Order, § 78.
1d., § 49.
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carriers for specified components of toll traffic, may be
considered in the future as technology permits. Meanwhile, our
order today adopts the full 2-PIC methodology as the
presubscription method for California.

{3) Customer PIC Changes

Parties agreé¢d in workshop that, once intraLATA
presubscription is available, a customer should be permitted one
intralATA PIC change without charge (that is, a customer would be
permitted to switch once to another intraLATA toll service provider
at no additional cost to the customer). ,

For the GTE companies, which already have introduced
intral.ATA presubscription, the "free" PIC changé may be made at any
time by existing customers and within 90 days for new customers.
Pacific Bell would reguire that the "free” change be made within
six months after intralATA presubscription is offered by that
carrier. For both the GTE ¢ompanies and Pacific Bell, subsequent
PIC changes after the initial free PIC change would carry a charge
equal to that for changing interLATA 1léng distance carriers
(currently $4.46 for GTE and $5.26 for Pacific Bell).

Obviously, intraLATA competition will be encouraged if a
customer can make an initial change without charge. Our order
‘today adopts the parties' proposal, and applies the six-month
"free" intraLATA PIC change requirement to all local exchange
carriers that have yet to introduce intraLATA presubscription.
Based on our experience with interLATA long distance competition,
we anticipate that competitors for intraLAATA business will find
ways to absorb the cost of subsequent PIC changes or offer
consumers other money-saving reasons to make such a change.

The parties did not agrée on the charge that should be -
assessed when a customer makes a change in intrabATA carrier and
elects to change an interLATA carrier at the same time. That issue
is discussed in Section 6 of this decision.
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{4) Customers Who Do _Not Select a _PIC Change

Parties at the workshop agreed that current customers who
do not elect to change their intralATA toll provider should
continue to receive their intraLATA toll service from their local
exchange carrier, as is the case in most instances today. The
alternatives (i.e., requiring a current customer to dial a 10-XXX
number before making an intral:ATA call) would be cumbersome and .
inconvenient for current custoners. We agree, and our decision
today adopts the rule that currént customers who do not select a
different intralATA toll carrier will "default" to their current

carrier. ’ ‘
Since the time of the workshop, thé FCC has adopted a
different rule for new customers who call to begin telephone
service but fail to affirmatively seélect an intralATA toll carrier.
As to new customers, the FCC has interpreted the Telecommunications
Act to require that "such nonselécting customers would dial a
carrier access code to route their intraLATA toll or intrastate
toll calls to the carrier of their choice until they make a
'permanent, affirmative selection."ls Presumably, these new
customers after a time would either call their local exchange
carrier to select an intraLATA carriex, or call an intraL.ATA
carrier directly and ask that it make the change through the local
exchange carrier.
4. Processing Change Orders

The GTE companies elected to phase in the ability of
their 4 million subscribers to take advantage of intraLATA
presubscription. The equipment changes began in September 1996 and
were to be completed in March 1997. By contrast, Pacific Bell,
with approximately 15 million lines statewide, has elected to
implement intraLATA presubscription for all of its customers on the

i€ 1d., § s1.
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same date, a process called a "flashcut” changeover. Witness Bva
Low, director of switching engineering for Pacific Bell, said that
work on the company's 475 host switches began late last year and is
to be completed in the second guarter of 1997. Pacific Bell's
intent is to make intralATA presubscription available on the same
date that its affiliate, Pacific Bell Communications, begins
offering interLATA long distance service.

Low testified that Pacific Bell will be able to process
between 50,000-80,000 PIC changes daily, and up to 120,000 changes
on most Sundays. Chaunge requests would be made in the order in

which they are received.

Both ORA and AT&T objécted to the flashcut changeover,
arguing that a high volume of change requests early in the process
could overwhelm Pacific Bell's capabilities, generating lengthy
delays in a customer's request to presubscribe to another intralATA
carrier. They argued also that Pacific Bell would have an
incentive to process changé orders of its own affiliate ahead of

the orders of competitors. Pacific Bell responded that it would
not discriminate in processing orders, and that it was confident
that it would be able to handle all change requests promptly.

In a proposal supported by most of the léng distance
companies, ORA urged that Pacific Bell be subject to a liquidated
damages "penalty"” for each intraLATA PIC change that is not
processed within three working days. On October 9, 1996, the
administrative law judge directed parties to meet informally to
discuss the issue of liquidated damages. The administrative law
judge stated that, since Pacific Bell had elected to flashcut its
changeover rather than to phase it in, Pacific Bell should be
prepared to offer assurance to other parties that it would be
motivated to process change orders promptly even if it faces a
large number of orders initially.

The parties began informal meetings on this issue on
October 16, 1996. Shortly before Christmas, Pacific Bell, ORA and
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the major long distance companies announced that they had reached a
settlement agreement on these issues.

4.1 Liguidated Performance Remedies

The settlement agreement on the issue of Pacific Bell
performance standards in processing change orders is attached to
this decision as Appendix A. Bssentially, the agreement provides
that Pacific Bell will process changes in the order received within
three business days, will report weekly to Commission staff on the
number of days required to process PIC changes, and will submit to
a third-party audit in the event of a good-faith challenge to its
change ordeér procedures. For orders not processed within three
days, Pacific Bell would pay a "liguidated remedy"” for each day of
delay beginning at $8 and increasing $2 daily thereafter to a
maximum of $50 per delayed order. Pacific Bell would be granted a
certain number of "grace days" for delays in proceéssing orders '
caused by congditions beyond the COmpanY's reasonable control. Any
such liquidated damages would be paid to the Commission’s Universal
Lifeline Telephone Service Fund.

The parties agreed that Pacific Bell's costs in tracking and
reporting on change order data, estimated at $120,000, will be
recoverable as part of intraLATA implementation costs. The
settlement agreement provides for a texrm of six months over which
such liquid remédy will be levied, automatically extending to
12 months if liquidated damages payments exceed $75,000.

We have carefully examined the settlement agréement under the
guidelines of Rule 51 of our Rules of Practice and Procedure. We
find that the agreement responds to legitimate concerns for an
incentive to further encourage Pacific Bell to respond to intralLATA
change requests as promptly as practical. At the same time, it
protects Pacifi¢ Bell from claims by competitors. ‘Together with
other measures adopted in this decision, it fosters our goal of
providing meaningful competition in the intraLATA toll market. The
settlement is reasonable in light of the whole record, consistent
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with law, and in the public interest. Our order today approves the
settlement agreement without change.
5. Notice Provisions

In its interpretation of the Telecommunications Act, the
FCC requires each local exchange carrier to submit to the state
regulatory agency a plan for implementing toll dialing parity,
including "a proposal for timely notification of its subscribers
and the methods it proposes to use to enable subscribers to
affirmatively select an intraLATA toll service provider.” (47 CFR
§ 51.213(b) (2) .}

Pacific Bell proposes to send customers two notices of
the pending availability of their choice of intralATA carriers: a
45-day pending-service-change notice via bill message as part of
the customers' billing package, and a 10-day prior-to-service
notice by direct mail. In addition, the company plans to notify
other carriers 30 days in advance of implementation of intraLATA
presubscription. Mark D. Pitchford, a pacific Bell vice president
responsible for consumer communications, testified that customers
will receive additional information from other sources, commenting:

vBecause of the expected onslaught of mass
advertising and telemarkeéting from other
carriers, and the expected media atteéntion
presubscription will get in newspapers and on
television, the 45- and 10-days notices will be
ample for customers. Customers will want to
know that !Presubscription is available now."”
e do not believe that customers want to
receive a notice informing them that ‘
presubscription is available in the distant
future." {Exhibit 19, pp. 16-17; emphasis in
original.)

In their settlément agreement, the GTE companies agreed
to give customers approximately 60 days' notice of intraLATA
presubscription by way of bill insert. The settling parties left
open the question of whether the GTE companies should be required
to send a second notice to customers by way of direct mail in
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addition to the bill insert. Mid-sized and smaller local exchange
carriers propose to notify customers of intraLATA presubscription
in their service areas through two messages inserted in bill
envelopes. David Tutt, a witness for nine small local exchange
carriers, testified that direct mailings are unnecessary for the
small compahies, in part because they are located adjacent to areas
served by Pacific Bell or GTEC and their customers see the
advert191ng and éducation programs of both those companies and the
interexchange carriers.

ORA generally supports Pac1flc Bell's proposal of two
customer notifications, one of théem by direct mail. ORA notes that
existing customers of Pacific Bell and the GTE companies will
default to those companies for their intraLATA service (that is,
their intraLATA servicé will remain as it is today) unless they
affirmatively choose another intraLATA carrier. Because of this,
ORA witness Natalié Billingsley utged that at least one direct mail
notice be sent to customers because it is more likely to attract a
customer's attention than is a billing message.

AT&T and other long distance companies also support
direct mail notice by the local exchange carriers, commenting that
the cost will be shared by all carriers as part of the
implementation cost recovery. They urge, however, that Pacific
Bel)l be required to give other carriers more than 30 days' notice
of the likely date of intraLATA presubscription so that competitors
can begin preparing and ordering their advertisements and other
marketing efforts. AT&T also urged the Commission to review the
content of the notices to assure that the content is competitively
neutral.

5.1 Discussion
‘ We will adopt, for the most part, the notice recommendations
of Pacifi¢ Bell and the ORA. All parties agree on the importance
of notice to consumers of this new choice that they have or soon
will have in telephone service. Most parties agree that direct
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mail, as opposed to a bill insert or a message in the billing
document, is more likely to be read and considered by consumers.

We note, for example, that we required use of direct mail to notify
customers of their choice of interLATA long distance companies and
their options with respect to Caller 1ID.

We disagree with ORA that diréct-mail notice is required for
small and medium-sized local exchange carriers. As discussed
further in Section 11 of this decision, the FCC has concluded that
most of the smaller local exchange carriers that do not offer long
distance service need not begin intraLATA presubscription until
February 8, 1999. (47 CFR § 51.211(c}.) Presumably, intraLATA
equal access will be a more familiar concept by that time, and two
billing insert reminders prior to implementation should be
sufficient to alert consumers to this option.

For those local exchange companies that have not yet
implemented intraLATA direct dialing, we will require that they
gi?e at least 45 days' notice to other carriers of the date on

which they intend to implement this option. Since the first notice
to subscribers is to be sent 45 days in advance of presubscription,
it cannot be burdensome to provide similar notice to competitors.
We believe that this, along with the notice likely to be provided
in tariff filings and other Commission proceedings, will give other
carriers sufficient time to prepare their competitive response.
Accordingly, our order today adopts the following notice

requirements:
£ All local exchange carriers that have not yet
implemented intraLATA presubscription shall
notify existing customers of the date or the
time frame in which intraLATA equal access will
be available. An initial notice in the form of
a bill message or bill insert shall take place
at least 45 days prior to implementation, with
a second notice to be provided on or about 10
days prior to implementation. Except in the
case of Pacific Bell and the GTE companies, the
second notice may take the form of a bill
message or a bill insert.
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* Pacific Bell shall notif¥ its customers
through a bill message at least 45 days prior
to its implementation of intralATA equal
access, with a subsequent direct-mail notice
provided at least 10 days prior to
implementation. Such notice shall be
substantially in the form set forth as
Attachment 2 to Exhibit 19 in this proceeding,
provided, however, that Pacific Bell shall
delete the reference to "PIC freeze" procedures
contained in Attachment 2.

* The GTE companies (GTEC, GTEWC and Contel)
shall provide notice of intraLATA
presubscription pursuant to thé térms of the
settlement approved in D.96-12-078,
Additionally, the GTE companies shall provide a
direct-mail notice to customers within 30 days
of the effective date of this ordex. The
diréct-mail notice shall be substantially in
the form set forth in Exhibit A of the
settlement agréement.

+ pPrior to distribution, all proposed customer
notices shall be submitted for review to the
Telecommunications Division of the Commission
and to the Commission's Public Advisor, and
shall be deemed approved 10 working days
thereafter unless otherwise notified by the
Telecommunications Division or the Public

Advisor.

* Each local exchange carrier that has not yet
implemented intraLATA presubscription shall
notify other carriers at least 45 days prior to
the date of intended implementation of
intral.LATA presubscription.
5.2 PIC Freeze Implications
Thousands of California telephone subscribers have been
victimized by "slamming," the unauthorized switch of their long

distance service, often to lesser-known and higher-priced long
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distance providers.l7 To prevent unauthorized switching,
subscribers can call their local exchange carriers and reguest a
freeze on interLATA PIC switches, thus blocking a switch unless a
subscriber personally requests it. Without a freeze, a change can
be directed by another telephone carrier that represents that it
has the customer's authorization. For Pacific¢ Bell, 400,000
residential subscribers and 240,000 businesses have authorized PIC
freezes. |

Because a PIC freeze applies only to interLATA long distance
service, and not to intraLATA toll service, Pacific Bell proposed
notifying all subscribers as part of its intralATA notice that a
PIC freeze could also be requested for intralATA service. ORA and
long distance carriers objected, arguing that this would bleck
legitimate changes in intralATA service. ORA notes that,
initially, local exchange carriers would be the beneficiaries of
PIC freezes because they have most of the customer base.

AT&T notes that the Illinois Commerce Commission recently
found that an Illinois Bell Telephone bill insert suggesting
intraLATA PIC freezes prior to equal access iwplementation was
anti-competitive and “was désigned to help maintain Respondent's
monopoly in the intra(LATA) and local market in Illinois.nle
While acknowledging the need for action against slamming, AT&T
urges that such action be kept séeparate from the introduction of
intrallATA equal access. MCI goes further. Its witness, Roy
Lathrop, senior manager in the law and public policy group,
recommended that PIC freezes be prohibited for at least six months

17 See, generally, Public Utilities Code § 2889.5; In re Cherry
Communications, D.96-09-041.

18 Order in consolidated Illinois Commerce Commission Dockets
96-0075 and 96-0084, p. 6.
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following implementation of equal access "in view of the anti-
competitive potential that PIC freezes pose.” (Exhibit 12,
pp. 19-20.)

We agree with AT4T that this is not the proceeding in which
to substantively address the slamming problem. There is no
evidence of record that slamming in the intralATA toll rarket will
be as troublesome as it has been in the interLATA long distance
market. Moreover, as MCI notes, Senate Bill 1140 this year amended
Public Utilities Code § 2889.5 to require independent»third-party
verification for PIC changes, and this, along with our aggressive
enforcement actions, may furthéer curb the slamming abuses.
Accordingly, our order adopts an ORA recommendation, and provides
that no local exchange carrier shall solicit PIC freezes during the
introduction of intraLATA presubscription. We permit, but will neot
require, local exchange companies to do a separate mailing to
subscribers with PIC fréezes advising them that the freeze does not
apply to intralAATA presubscfiption, but the costs of such notice
will not be recoverable in the cost recovery mechanism for
intral.ATA introduction.

6. _Simultaneous Toll and Long Distance Changes

The parties have agreed that a customer‘’s first change in
an intralATA toll provider should be made without charge to the
customer. However, they disagreed on what charges should apply
thereafter when a customer elects at the same time to change both
intralATA and interLATA serviceé to a single provider. The record
is clear that, as competition develops, many telephone carriers
will seek to persuade customers to select a single carrier for both
toll and long distance calls.

Pacific Bell asserts that a service order containing both
an interLATA and intraLATA PIC change to the same carrier shouild
generate two charges (§5.26 per change under current tariffs),
noting testimony that simultaneous changes genérate two
transactions in many switches. By contrast, AT&T witness Walter L.
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Mosley, manager of state government affairs, urged that local
exchange carriers be required to apply a single charge to
simultaneous choices, adding

" _..it appears that the efficiencies in

processing two changes simultaneously, as

opposed to a customer calling twice and

réquesting a PIC change the first time and an

IPIC ([incumbent PIC) change the second, are

obvious.” (Bxhibit 16, p. 16.)

ORA notes that the settlemeént agreement with the GTE
companies calls on those local exchange companies to charge a
customer the full intérLATA PIC change charge and one-half the
intralATA PIC change charge when the changes are made at the same
time to a single carrier. Customers who select different inter-
and intralATA carriers, or who select the same carrier but make
their selections at different times, will be charged the full PIC
change charge for each transaction. ORA urges that the same rule
be applied to all local éxchange carriers.

We will adopt the ORA recommendation. Neither Pacific
Bell nor the interexchange carriers have presented cost evidence to
support their positions. Local éxchange carriers have not shown
that simultaneous PIC changes to the same carrier double the costs
of processing. Interexchange carriers have not shown that
simultaneous changes generate the same costs as a single change.
ORA's position is a reasonable one. It has the advantage of
consistency for the industry, and it encourages competition among
telephone service providers.
7. Implementation Costs

The FCC's Second Report and Order suggests that local
exchange carriers like Pacific Bell and the GTE companies are
entitled to recover "the incremental costs of dialing parity-
specific switch software, any necessary hardware and signaling
system upgrades, and consumer education costs that are strictly
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necessary to implement dialing parity."19 All of the parties

agree that these are the appropriate cost categories, although AT&T
and MCI challenge specific cost items proposed by Pacific Bell
within given categories.

There are three issues that we must address in dealing
with recovery of implemeéntation costs for intraLATA
presubscription. These are (1) the cost recovery mechanism
(including identification of the parties that will pay the costs);
(2) the cost récovery time period, and (3) the method of weighing
costs subject to recovery. '

7.1 Cost Recovery Mechanism

Through its settlement agreement, the GTE companies currently
are recovering estimated costs through an equal access recovery
charge, also called an EARC, imposed on all intrastate switched
access and toll minutes of use originating in their service areas.
This recovery mechanism was accepted by the Commission on a
provisional basis when it approved the advice letters filed by the
GTE companies. GTE beégan collecting the recovery charge when its
end offices began converting to equal access.

Pacific Bell proposes a similar recovery mechanism. It and
the GTE companies argue that this is the appfopriate method of cost
recovery and fairly allocates the costs of implementing intraLATA
equal access among all service providers. The position is
supported by ORA (except as to cost review and start of
collection), Sprint and Roseville. The position is opposed by AT&T
and MCI, which argue that implementation costs should be recovered
only from originating intral.ATA switched access and toll minutes.

We find the rationale for the broad-based cost recovery
method is compelling. In its Second Report and Orderxr, the FCC

19 FCC Second Report and Order, § 95.
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concluded that the costs of implementing intraLLATA equal access
should be recovered on a competitively neutral basis.
Specifically, the FCC stated that the cost recovery mechanism
should (1) not give one service provider an appreciable,
incremental cost advantage over another service provider, and (2)
not have a disparate effect on the ability of competing service
providers to earn a normal return.20 The FCC also concluded that
» [t)hese costs must be recovered from all providers of telephone
exchange service and telephone toll service in the areas served by
a LEC, including the LEC, using a competitively-necutral allocator
established by the state.n?!

In providing intralATA equal access, a local exchange carrier
will incur expenses that directly benefit its competitors in the
intralATA tol)l markét. If the costs were recovered just from
originating intraLATA toll and switched access minutes of use, the
local exchange carriers, as thé incumbent intralATA toll providers,
would bear a disproportionate share of the costs. ORA comments:

"Use of the larger intrastate MOU (minutes of
use) pool rather than just intraLATA MOUs will
provide a broader base for surcharge '
collection, thus reducing the financial impact
on any particular end user or class of end
users. Additionally, inclusion of intrastate
interLATA MOUs in the surcharge base will
distribute some of the cost of impleéementing
equal access to interexchange carriers and CLCs
{competitive local carriers], who will be the
primary service provider beneficiaries of
intraLLATA equal acceéss.” (ORA Opening Brief,

p. 5.)

The cost recovery method proposed by Pacific Bell and the GTE
companies significantly reduces the amount of the charge on a per
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minute of use basis that would otherwise have to be borne by the
various market participants. If the revenue is applied to both
inter- and intralATA switched access and toll minutes of use, the
charge is approximately half of what it would be if imposed only on
intraLATA switched access and toll minutes of use. For Pacific
Bell, proposing a three-year recovery peériod, the rate paid by
itself and by other carriers would be $0.00041 per originating
switched access minute of use and toll minute. For GTEC, the rate
would be $0.00030. In both cases, the recovery charge represents
approximately a 1% increase in the carrier's average intrastate
originating switched acceéss minute of use rate.

AT&T contends for the first time on brief that the FCC's
rules prohibit this Commission from ordering recovery of any part
of the costs of implementing in;raLATA equal access from interstate
interLATA minutés of use. Even if weé, were to assume that the
FCC's vieéws on cost recovery for intraLATA dialing parity were "
binding on this Commission, AT&T's argument is based on a strained

reading of { 95 of the Second Report and Order, which requires cost

recovery from all telephone service providers "in the area served
by a LEC, including the LEC, using a competitively-neutral
allocator established by the state.” AT4LT reéasons that since the
area serviced by a local exchange carrier is a LATA, only intraLATA
minutes of use were contemplated for cost recovery. We disagree.
Had that been the FCC!s intent, it would have said so clearly,
especially since a number of states already have adopted recovery
méthods broader than intralATA minutes of use. We agree with GTB
that the better interpretation is that the reference is to carriers
that provide service in the local exchange carrier'’s service areas.
The record in this proceeding shows the eqﬁity of subjecting
all originating intrastate switched toll and access minutes of use
to the recovery charge. Incumbent local exchange carriers do not
directly benefit from intralLATA equal access, although its
implementation opens the way for them to compete in interLATA long
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distance service. The direct beneficiaries of intralATA equal
access are new market entrants like AT&T, MCI and Sgrint. which
will compete for and take part of the local exchange carriers' toll
market revenue. In recognition of this, the broad-based cost
recovery method has been adopted in a number of other states,
including Washington, North Carolina, Nebraska and Hawaii. Other
states have gone further, imposing all or most of the cost burden
only on interexchange carriers on the grounds that they are the
primary beneficiaries of intraLATA equal access.22

The cost recovery method recommended by Pacific Bell, the GTE
companies, and ORA fairly allocates the costs of impléementing
intraLATA equal access among all market participants and does not
result in imposing a disproportionate percentage of the costs on
the local exchange carriers--the companies most likely to
experience financial impact as they lose toll market share to new
intraLATA participants. Our order today adopts the Pacific Bell
and GTE cost recovery proposal.

7.2 Cost Recovery Period

Most of the parties agreed that three years represents a
reasonable period for recovery of costs of implémenting intralATA
equal access. Roseville and smaller local exchange carriers
supported a one-year recovery period, but their justification for
that was administrative convenience rather than economics. MCI
proposed a longer recovery period of five to eight years, but, as
noted by ORA, this could needlessly drive up the interest cost

22 In Pennsylvania, the state commission imposed the recovery
charge solely on non-local exchange intraLATA minutes.
{Re_Investigation Into IntraLATA Interconnection Arrangements, Pa.
pub. Util. Comm., Opinion and Order, Docket No. I1-00940034, adopted
July 18, 1996.) In Florida, the state commission imposed the
charge solely on interLATA minutes. (Re Investigation Into
IntraLATA Presubscription, Fla. Pub. Sexv. Comm., Ordexr No.
PSC-95-0203-FOF-TP, issued February 13, 1995.)
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component of the amount to be recovered. Since virtually all of
the costs of presubscription will be incurred by the local exchange
carriers before implementation, and since the largest of the local
exchange carriers are prepared to be reimbursed over a three-year
period, we will adopt that standard for cost recovery. As
discussed below, a three-year period also permits a true-up of
costs and adjustments in the recovery charge in the third yeéar of
recovery. o

7.3 Cost Review ,

Pacific Bell estimates that the cost of implementing
intrabLATA equal accéss will total $34.7 million, primarily in
software and network changes, which would equate to a surcharge of
$0.00041 per originating switched access minute of use and toll
minute. Richard L. Scholl, director of cost- analysis for Pacific
Bell, testified that the estimate includes only incremental costs,
that is, additional costs that ‘ .

»are only associated with implementing intraLATA
presubscription. One way to think o6f thenm is

as project costs. They are the costs of the
project to implement intraLATA presubscription. -
They specifically do not include ongoing costs
of providing intraLATA presubscription, for
example. [The test for includ1ng‘costs in the
estimate) is whetheéy or not Pacific would have

incurred the cost otherwise.” (Transcript,
pp. 32265-66.) :

Scholl testified that while the costs of intralATA equal
access aré less complicated than those for interLATA long distance
presubscription, his estimates neverthéless are likely to be
understated. He recommended that Pacific Bell track its actual
costs in memorandum tracking accounts and, after two years, the
recovery charge be increased or decreased accordingly for the final
year of recovery. »

AT&T attacks the Pacific Bell estimate as unverifiable and,
in some instancées, "grossly overstated,” particularly in the area
of employee training. ORA urges the Commission to reject Pacific
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Bell's request for approval of its cost estimates, as it did in the
Local Competition proceeding (D.96-03-020, slip op. at 91},
requiring instead that the utility track recorded costs for later
recovery after submitting a petition for cost review. ORA
acknowledges that the GTE companies are being permitted to recover
intralLATA cost eéstimates now, with a true-up and surcharge
adjustment at the beginning of the third year of recovery.

Pacific Bell seeks to include in its cost recovery charge the
$5.26 charge for the one free intraLATA PIC change permitted for
customers. By contrast, the GTE companies seek no recovery for the
forfeited PIC change charge in their service areas. The Pacific
Bell proposal is opposed only by ORA, which argues that the free
PIC change has not been clearly identified as a recoverable charge.
ORA also urges that recovery of impleméntation costs be permitted
only when intraLLATA presubscription is complete, a recommendation
that would apply at this time only to the GTE companies, since they
are phasing in pfésubscription. Since Pacific Bell plans to
flashcut its implémentation, its collection of the surcharge would
begin then, on the day that intralATA presubscription is available
throughout its system.

We are persuadéd by Pacific Bell's evidence that the
utility's method of estimating the incremental costs of introducing
intralATA equal access is a reasonable method. This is not to say
that all of its estimated costs will withstand scrutiny when we
conduct a cost review, nor does it suggest that all of Pacific
Bell's expenditureés will be deemed reasonably necessary in the
implementation of equal access. Accordingly, we will approve
Pacific Bell'’s cost estimate in this proceeding and authorize
imposition of an equal access recovery charge on all intrastate
switched access and toll minutes of use originating in its service
area on the day that intralLATA equal access is available

systemwide.
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For both Pacific Bell and the GTE companies, we will require
the submission 18 months after completion of intralLATA
presubscription of a detailed analysis of actual éxpenditures as
tracked in those companies' memorandum tracking accounts for
incremental expenditures for intraLATA presdbécriptiqﬁ, with notice
to all parties in this proceeding. These cost analyses will be
submitted to the Commission’s Telécommunicatiéons Division and the
ORA and will be available (with appropriate safeguards for
proprietary information) to all other parties to this proceeding.
1f objections to the cost analyses are filed within 30 days, the
Telecommunications Division shall recommend appropriate action to
the Commission, including, if necessary, further briefing or
hearings, to determine adjustments, if any, in the third year of
equal access recovery charge collection for those companies with
disputed cost analyses.

We will permit Pacific Bell and other local exchange carriers
which have yet to implement intraLATA presubscription to include in
their implementation recovery charge the actual cost to such
carriers of waived initial PIC changes. We select actual cost {as
opposed to the tariff charge of $5.26 for Pacific Bell, for
example) because the recovery charge is intended to include only
‘actual incremental costs to the local exchange carriers of
implementing intralATA equal access. Since the GTE companies
elected to forgo recovery of the waived PIC charge as part of its
settlement with other parties, we will not disturb that resolution
of the matter.

We decline the récommendation of ORA and the interexchange
carriers to reguire Pacific Bell to submit a petition for cost
recovery prior to assessing the recovery charge on itself and other
carriers. We will be petforming a cost review after 18 months,
when actual costs rather than estimates will be available, and we
will adjust the cost recovery charge downward for the third year of
recovery if we find that Pacific Bell's estimates havé been
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excessive or unreasonable. The costs that Pacific Bell or any
other local exchange carrier can assess are narrowly proscribed
and, spread over broad-based minutes of use, result in only about a
1% increased in the swikched access rate. We are not persuaded
that an earlier review, when actual costs are not fully known, will
serve purposes that justify the further proceedings and delay that
would likely occur.

8. Sales and Marketing Practices

Pacific Bell argues that it should be subject to few if
any marketing restrictions in persuading customers to continue to
receive their intralATA toll service from Pacific Bell. Pacific
Bell witnesses testified that thée market is or soon will be fully
compétitive, and restrictions should no more be imposed on it than
they are on other télephone carriers. Pacific Bell's marketing
witness testified that if intereéxchange carriers are free to market
all their intraLATA and other services on inbound calls, full
competition would suffer if Pacific Bell is not granted equal
capability.

The interexchange carriers and ORA disagree. ORA notes
that Pacifi¢ Bell, because of its historic monopoly in intraLATA
service, today has 94% of the residential intraLATA market in its
service territory. Since Pacific Bell controls the facilities by
which intraLATA changes are made, it serves by necessity as the
intraLATA PIC change administrator. ORA states:

"When a customer calls Pacific or GTEC to
initiate a PIC change, or even just to obtain
information about options, the customer will be
vulnerable to pressure tactics by the incumbent
LEC. Customer inertia is a powerful force
which competitors must overcome. Once a
customer expresses interest in changing
calrlers, and contacts the incumbent provider,
ORA believes it would be inappropriate for that
provider to use the opportunity to influence
the customer t6 remain with the incumbent.®
{Opening Brief of ORA, pp. 25-26.)
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In the GTE settlement, the GTE companieés agreed to
restrict the marketing activities of their customer service
representatives on calls requesting intralATA information, and to
submit to the Commission's advocacy staff competitively neutral
scripts that service representatives would follow in responding to
calls. This procedure is to remain in place for one year after
full intraLATA presubscription becomes available on the GTE
systems. ORA recommends that similar procedures be applied to
Pacific Bell and to small and mid-sized local exchange carriers
that have not yet implemented intraLATA presubscription.

AT&T and MCI go further. They urge that Pacific Bell PIC
administrators be prohibited from marketing the company!s services.
Instead, they would transfer customers requesting information on
Pacific Bell's offerings to a designated marketing specialist.
AT&T states:

"Customers who initiaté inquires about Pacific’s

intralLATA offérings should be transferred from

the PIC administrator to a marketing

specialist, but customers inquiring about the

intraLATA offerings of other carriers would be

referred to that carrier's 800 number.

Customers asking about carrier options should

be read the names of available providers from a

frequently resequenced list which includes the

name of the incumbent. Pacific's PIC

administrators should not be permitted to

market Pacific!s services directly."” (Opening

Brief of AT&T, p. 7, citing the testimony of

AT&T witness Mosley.)

MCI witness Lathrop testified that separation of
functions is the only way to guarantee that customer service
representatives perform their role of processing customer PIC
orders in a competitively neutral manner. He added that since
Pacific Bell's service représentatives have direct access to
customer proprietary network information (CPNI), separation of

functions is the only sure way to prevent the service




1.87-11-033 et al. ALJ/GEW/gab *

representative from accessing CPNI in order to persuade a caller to
remain with Pacific Bell's intralATA service.

8.1 Discussion _

We are reluctant on this record to dictate to Pacific Bell a
division of its customer service workforce, with the additional
costs and confusion that would be incurred. On the other hand, we
agree with ORA and the interexchange carriers that, without
restrictions, Pacific Bell customer sexrvice representatives
obviously will be motivated to urge callers to use their company's
intralLATA service rather than that of competitors. While it may be
true, as Pacific Bell's evidence indicates, that 95% of long
distance PIC changes are made to Pacific Bell by long distance
carriers, rather than by individual customers, it also appears
true, as AT&T's evidencé suggests, that nearly 50% of customers
contacting Pacific Bell for new service make their long distance
selection in that call. (Exhibit 18.) It is clear that when
intraLATA presubscription is introduced, Pacific Bell will receive
many calls asking for information about this new option. If
objective information is sought, then Pacific Bell in its role as
intralATA PIC administrator should try to furnish that information
objectively.

Accordingly, we will require the competitively neutral
business office procedures that ORA and AT&T describe as the
"minimum” for handling intraLATA PIC change requests. We also will
require that within 30 days of the effective date of this décision,
Pacific Bell submit to our Telecommunications Division copies of
scripts that will be used by customer service representatives when
handling questions about intraLATA toll service. These
restrictions are to remain in effect for one year following the
conversion of Pacific Bell's end offices to intr¥aLATA equal access.
If ORA or a competitor at any time believes that it can show that
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Pacific Bell has used its intralLATA marketing power in an anti-
competitive manner, it can bring that to our attention through a
complaint or other appropriate pleading.

The neutral business office procedures that we adopt today
for Pacific Bell in its handling of intraLATA PIC change calls are
set forth in our ordering paragraphs. Generally, these are similar
to the procedurés that are in effect for one year for the GTE
companies. These procedures also apply to small and medium-sized
local exchange carriers that have not yet implemented intraLlATA
presubscription. These carriers, however, may at the time of
tariff filing for intralLATA presubscription propose alternative
marketing safeguards on.a showing that the restrictions set forth
“here are unnecessary or are unduly burdensome.

9. Operator Service Calls ,

, Pacific Bell, alone among local exchange carriers,
proposes that 0- calls bé routed to a customer’s preéubscribed_
intralATA carrier.?® all other partiés in this proceeding either
recomménd or acquiesce in routing such calls to the local exchange

carrier.

Pacific Bell's witness claims that most customers call 0-
in order to ask questions about rates, collect calls or calling
card calls, all of which are functions of intraLATA service. He
acknowledged that some operator calls are made in lieu of 911 calls
to request emergency assistance. AT&T witness Mosley testified.
that his company believes that "customers associate dialing 0 with
their local exchange operator services, just as they associate
dialing 00 with their interexchange {long distance) carrier's
services.” He added that the "overwhelming number of...customers

23 A 0- call designates a call made to reach an operator. A 0+
call designates a call that, followed by a 7- or 10-digit number,
is made for an alternatively billed service, such as calling card,
collect or third-party billed calls.
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expect to reach a local operator by dialing 0, not an interexchange
carrier whose operators may not even be located in state.”
(Exhibit 16, pp. 20-21.) MCI witness Lathrop agreed that
rcustomers are accustomed to reaching the local...operator when
dialing 0."” (Exhibit 12, p. 15.)

Our order today makes no change in the routing of 0-
calls. The record before us is insufficient to conclude that 0-
traffic should be routed to the presubscribed intraLATA toll
carrier, except in the case of pay telephones. Pacific Bell's
recommendation is unsubstantiated and could have unintended effects
on public safety. According to MCI's testimony, few if any other
intralLATA service providers have contemplated offering local
operator response as part of their service. There may come a time
when this issue should be revisited, but that is not likely to
occur until devélopment of full facilities-based intraLATA toll
competition.
10. Pay Telephones

An unresolved issue at the start of hearings was
preselection of the intraLATA toll carrier for public pay
telephones and semi-public pay telephones. Some guidance has been
provided by FCC orders dealing with pay telephones under the
Telecommunications Act.?? Those orders provide, among other
things, that payphone service providers have the right to negotiate
with payphone location providers concerning the intraLATA carriers
presubscribed to their payphones. IntraLATA carriers presubscribed
to payphones are required to meet minimum standards for routing and
handling emergency calls. With minor exceptions, states are

24  Implementation of Pay Telephone Reclassification and
Compéensation Provisions of the Telecommunications Act of 1996,
Report and Order adopted September 20, 1996, in CC Docket 96-128,
FCC 96-388, and Order on Reconsideration adopted November 8, 1996,

in CC Docket 96-128, FCC 96-439.
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preempted from requiring the routing of intralATA calls to the
incumbent local exchange carrier. (FCC 96-388, §{ 259-263.) The
federal regulations give location providers the ultimaté decision
in selecting intralATA carriers for payphones through their
selection of a payphone service provider. Existing contracts
between teléephone companies and location providers in those
agreements would continue until contract expiration. (FCC 96-388,
§ 263.)

The Commission has long éncouraged competition in the

provision of pay teléphone service.?> Testimony at hearing made

clear that competition in the field is healthy. Pacific Bell
operates 90,000 public pay phones and 30,000 semi-public pay phones
(20,000 of them in inmate institutions). Additionally, there are
70,000 independent pay telephones operated by 5,000 carriérs in
Pacific Bell's territory. The GTE companies have 27,600 public pay
télephones and 9,050 semi-public pay phones in their territories,
augmented by 7;300 customer-owned pay telephones'provided by 240

carriers.

The California Payphoné Association (CPA) asks that we
comment generally on presubscription contract issues in payphone
location contracts involving local exchange carriers. We decline
to do so on this record, which is devoid of any specific evidence
of contract language or contract disputes. The CPA also urges that
we confirm our prior determination that 0- calls from a pay
telephone may be directed to a carrier or operator services
provider other than the local exchange carrier, so long as the
alternative provider is qualified to process emergency calls
reliably and efficiently. We agree with CPA that our
Implementation Rate Design decision ordered 0- services open to

25 See, e.q., Alternative Regulatory Frameworks, 56 CPUC2d 117
{(1994) .
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competition effective July 1, 1995,26 and we find nothing in the
FCC regulations that contradicts our earlier order.

Apart from these findings, we conclude that, in view of
the Telecommunications Act and the FCC's recent orders, and
considering the highly competitive nature of the pay teléphone
business in California, the selection of the presubscribed
intralLATA tol) provider for pay telephones should be determined
through negotiations between location providers and pay telephone
providers, subject to any existing contracts between them.

11. Small and Mid-Sized Local Exchange Carriers

The Telecommunications Act, as interpreted by the FCC's
Second Report and Order, requires all local exehange carriers to
implement intralATA equal access. For most of the 17 smaller local
exchange carriers and three medium-sized local exchange carriers,
the date for introducing dialing parity is either February 8, 1999,
or the date, if earlier, on which such carriers begin to provide
interLATA long distance or interstate toll service.zl7 Undex

§ 251(f) {(2) of the Telecommunications Act, local exchange carriers
with fewer than 2% of the nation's subscriber lines may petition
this Commission for further time if they can show good cause for

the delay.

Thirteen small and medium-sized local exchange carriers
took an active part in this proceeding. David Tutt, a management
consultant, testified on behalf of nine smaller carriers,28 urging

26 1d., Ordering Paragraphs 26, 27.
27 FCC Second Report and Order, § 59.

28 The nine smalléer carriers are Calaveras Telephone Company,
California-Oregon Telephone Co., Ducor Telephone Company,
Foresthill Telephone Co., Happy Valley Telephone Company, Hornitos
Telephone Company, The Ponderosa Telephone Co., Sierra Telephone
Company, Inc., and Winterhaven Telephone Company.
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the Commission to affirm the FCC’s timetable and to provide relief
in intraLATA presubscription requirements in recognition of the
size and limited resources of these smaller companies.
Specifically, the carriers ask that they not be subject to
restrictions on their intralATA marketing efforts, that they not be
required to use direct mail in notifying subscribers, and that they
be permitted to recover costs of implementing intraLATA
presubscription over a period of one year instead of three years.
Tutt testified that all of the carriers he represents, with one
exception, intend to implement intralLLATA equal access in 1999,
Similar recommendations were made by Ron Miller, rates and tariff
ranager for Roseville Telephone Company, a medium-sized local ‘
exchange company with 95,000 access lines in and around Roseville,
California.

ORA opposes any exceptions to the rulés adopted here that
are applicable to Pacific Bell and the GTE companiés. ORA argues
that the smaller companies have presentéd no definitive evidence
justifying exceptions. AT&T urges that the Commission establish &
common schedule for investigation of implementation costs for the
small and mid-sized local exchange carriers. MCI in its brief
'proposed that the Commission require Roseville to implement
intraLATA presubscription immediately, but it did not provide
reasons for this request.

We are presented with no evidence that would justify a
requirement that small and medium-sized local exchange carriers

29 An affiliate of Sierra Teléphone Company, Inc., received
authority last year to provide intralATA and interLATA
interexchange services. (D.96-09-003.) At tiwe of hearing the
affiliate had not commenced such service. Accordingly, Sierra
states that it will implement intralATA presubscription either
coincident with its affiliate's provision of toll services or as of
August 8, 1997, based on Sierra's interpretation of the FCC's
Second Report and Order, § 62.
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implement intralATA equal access at dates earlier than those
mandated by the Telecommunications Act, as interpreted in the FCC's
Second Report and Ordexr. Therefore, small and medium-sized
carriers will be required to implement the intraLATA option at the
time that they engage in long distance service, or by February 8,
1999, absent an exception granted by this Commission to carriers
with less than 2% of the nation's subscriber lines. Our order
today relieves small and medium-sized local exchange carriers from
the requirement that oné of their two intraLATA notices to
subscribers be by direct mail, since the cost of direct mail (about
$1 per subscriber) may be unduly burdensome and since intraLATA
equal access will be better known to the public by the time these
carriers implement it.

‘We decline to change the implementation cost recovery
schedule for these carriers. The evidence shows that the equal
access recovéry charge assessed on minutes of use of both local-
exchange and long distance companies is small, and the recovery
schedule permits a true-up at thé beginning of the third year.

Like the larger carriers, small and medium-sized carriers will be
required to track actual costs of implementation and provide a cost
report 18 months following implementation of intralATA equal
access. We decline AT&T's proposal for a prospective review of
costs, for the same reasons that we declined this proposal for the
larger local exchange carriers, but we note that objections to
costs may be made when the smaller carriers file their advice
letters seeking intraLATA presubscription. All other rules adopted
in this proceeding for intralATA implementation, including those
applicable to customer service representatives, shall apply to
small and medium-sized local exchange carriers. However, small and
medium-sized local exchange carriérs at the time of filing their
intraLATA tariffs may propose alternative marketing safeguards on a
showing that the restrictions set forth here are unnecessary or

unduly burdensome.
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Citizens Utilities Company, appearing on behalf of its
five telecommunications companies,3° urges the Commission to make
clear that the rules adopted in this proceeding are prospective in
nature and, therefore, not applicable to Citizens.
Telecommunications Company of California, Inc. (CTC-California), a
mid-sized local exchange company. CTC-California is in a unique
position in this proceeding because it voluntarily opened its
operating territory to full 2-PIC intraLATA equal access on
October 1, 1995. Authority for this was granted by the Commission
as part of CTC-California's application for New Regulatory
Framework regulétionl31 No party opposes Citizens!' reéuest that
CTC-California be exempted from thé rules established today, and
both AT&T and ORA indicate that they have no issues to raise with
-respect to this carrier. Our order provides that CTC-California is
exempted from the intraLATA presubscription rules. Thé rules will
apply, of course, to Citizens' two small local exchange carriers.
12, Competitive ILocal Carriers

Pacific Bell proposeéd that rules adoptéd here also be
made applicable to competitive local carriers. Competitive local
carriers offer local exchange residential service but, unlike the
state's 22 incumbent local exchange carriers, are not designated by
this Commission as the carriers of last resort in their respective

30 The five companies are Citizens Telecommunications Company of
Ca11f01n1a, Inc., a mid-sized local exXchange company ; Citizens
Telecommunications Company, d01ng businéss as Citizens Long
Distance, a long distance carrier; Electric Lightwave, Inc., a
competitive local carrier; Citizens Telecommunications Company of
Tuolumne, a small local exchange carriers, and Citizens
Telecommunications Company of the Golden State, also a small local

exchange carrier.

31 See final orderxr granted in D.95-11-024 in CTC-California's
Application 93-12-005.
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service areas.32 The evidence before us shows that competitive

local carriers have had little impact on California's
telecommunications market to date, and there is no evidence that
they are likely to exercise any degree of market power in the near
future. We decliné at this time to apply the intralATA
presubscription rules in this decision to competitive local’
carriers. We note, however, that the competitive local carriers
are required to obtain this Commission's approval for their plans
for implementing intraLATA presubscription.33 Accordingly, we
have directed ocur Telecommunications Division to prépare proposed
rules for competitive local carriers to follow in seeking
Commission approval, and we have directed the assigned
administrative law judge to issue a ruling in this docket seeking
comments on those proposed rulés. We intend then to adopt final
rules for the guidance of competitive local carriers.
13. Comments on Proposed Decigion

The proposed decision of the administrative law judge in
this matter was mailed to the parties in accordance with Public
Utilities Code § 311 and Rule 77.1 of the Rules of Practice and
Procedure. Comments were required within 20 days of mailing, and
replies to comments were permitted 5 days thereafter. Several
‘parties noted technical errors or imprecise language in the
proposed decision, and we have made corrections where warranted to
reflect those comments. We havé clarified that cost analyses to be
submitted by local eéxchange carriers may be done by Advice Letter
filing, which presumably could be converted to applications if

32 See e.q., In re Universal Service, D.96-10-066 in Rulemaking
95-01-020.

33 See, e.q., Second Report and Order § 62(c), which requires all
local exchange carriers to obtain state approval of their intraLATA
presubscription implementation plans.
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hearings are deemed necessary. Additionally, we have made two

substantive changes:

% Competitive local carriérs are required by
the FCC to submit to this Commission their
plans for implementing intralATA =
presubscription. Because the record
provides little guidance on this subject,
we have directed the Telecommunications
Division t6 draft proposed ruleés for these
carriers, and we have directed the
administrativée law judge. to request
comments on those proposed rules, -after
which we intend to adopt appropriate
guidelines to assist the competitiveé local
carriers in their required filings.

The GTE companies argue pérsuasively that a
requirement in the proposed decision that

they deleté their corporate logotype on a

direct-irailed noticé to customers would be

unfair:and unreasonable,” in that no other

carrier would be precluded from using its

coyxporate symbol on such corréspondence.

The GTE companies are correct,. and we have

deleted this provision in the final .
decision. ,

» Pacific Bell claims that the FCC's recent Non-Accounting
Safequards order, FCCéOrder 96-149, issued on Deceémber 24, 1996,
precludes some or all bf the competitively neutral business office
practices set forth in the decision. We do not agree. The FCC
order dealt with joint>markéting practices of Pacific Bell and its
long_distahce affiliate, Pacific Bell Communications. The order is
inapposite in this proceeding. :

More persuasively, ?acific Bell notes that it should be
permitted to market its intraLATA services on inbound general service
calls, just as the GTE companiés are permitted to do. ORA does not
oppose this position, and we have addéd appropriate language in
conformance with this suggestion. Pacific Bell also points ouk,
correctly, that some of the neutral business practice requirements
refer to interLATA long distance service, and that interLATA
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service was not an issue in this proceeding. We agree, and we
have deleted those references in the firnal decision.

Other comments by the parties simply reargue positions
that we considered on brief, or they introduce new concepts not
previously raised or not supported by evidence of record.
Pursuant to Rule 77.3, these comments are given no weight.
Findings of Fact

1. On April 5, 1996, long distance carrier parties filed a
joint petition seeking an order that would require GTEC to
implement intraLATA presubscription.

2. On April 11, 1996, Pacific Bell filed a motion seeking a
procedural ordeér commencing the intraLATA presubscription phase of
this proceeding.

3. On May 17, 1996, the administrative law judge
consolidated the petition and motion and scheduled a prehearing
conference to consider intraLATA presubscription.

4. Settlement discussions involving GTEC and an intraLATA
workshop were conducted by the parties in July 1996,

S. On September S5, 1996, a settlement was reached on most
issues regarding implementation of intraLATA presubscription by
GTEC and its affiliated companies. The settlement agreement was
approved by the Commission on December 20, 1996.

6. Eight days-of hearings were conducted between
September 24 and October 21, 1996, to deal with presubscription
issues as to Pacific Bell and other local exchange carriers and to
deal with three issues left unresolved in the GTEC settlement.

7. Parties agreed that the Telecommunications Act of 1996
made moot' four intralATA issues: necessity for 1-plus dialing,
cost/benefit analysis, timing of presubscription with market
parity, and timing of presubscription with regulatory parity.

8. Parties agreed on four other issues: balloting should
not be required; the full 2-PIC methodology should apply;
subscribers should be permitted one PIC change without charge;
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existing customers who do not select a different intralLATA carrier
after notice should continue to receive that service from their
local exchange carrier.

9. The GTE companies elected to phase in intralATA
presubscription between September 1996 and March 1997,

10. Pacific Bell elected to flashcut its implementation of
intraLATA presubscription on the same date that Pacific Telesis
begins long distance service through a subsidiary, Pacific Bell
Communications.

11. Pacific Bell states that it will be able to process
between 50,000 to 80,000 PIC changes daily, and up to 120,000
changes on most Sundays, once intraLATA presubscription begins.

12. In December 1996, Pacific Bell reached settlement with
other parties on a process for assessing a performance penalty on
Pacific Bell if it does not process intralATA PIC change orders
within three days of receipt. The settlement agreement is attached
to his decision as Appendix A.

13. Pacific Bell proposes to send customers two notices of
the pending availability of their choice of intralATA carriers: a
45-day notice as part of the billing package, and a 10-day notice
by direct mail.

14. ORA and most other carriers genérally support the
customer notice proposal of Pacific Bell. Most parties agree that
an intralLATA PIC freeze should not be marketed by local exchange
carriers during the introduction of intraLATA presubscription.

15. Pacific Bell proposed two PIC change charges for
simultaneous changes in inter- and intralATA PIC carriers; other
parties sought a discounted charge for simultaneous PIC changes to
the same carrier.

16. Local exchange carriers are entitled to recover
incremental costs of intraLATA presubscription, limited by the FCC
to incremental costs of specific switch software, necessary
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hardware and signaling system upgrades, and consumer education
strictly required to implement dialing parity.

17. Local exchange carriers seek to recover intralLATA
presubscription costs through an equal access recovery charge
imposed on all intrastate switched access and toll minutes of use
originating in their service areas; AT&T and MCI urge that
implementation costs be recovered only from originating intraLATA
switched access and t6ll minutes.

18. Most parties agree that three years represents a
reasonable period for recovery of costs of implementing intraLATA
presubscription.

19. Pacific Bell estimates that the cost of implementing
intraLATA equal access will total $34.7 million.

20. Most parties agree that actual costs of presubscription
should be tracked by local exchange carriers for purposes of a
true-up of the implementation cost in the firal year of recoveiy.

21. Pacific Bell proposes that it be subject to few, if any,
restrictions in its marketing of its intralATA service; ORA and
long distance carriers favor restrictions in view of Pacific Bell's
role as PIC change administrator.

22. Pacific Bell proposes that 0- calls be routed to a
customer's presubscribed intraLATA carrier; most other parties
proposé that such calls be routed to the local exchange carrier.

23. An FCC order adopted on September 20, 1996, acknowledges
that location providers shall have the ultimate decision in
selecting intralATA carriers for payphones through their selection
of a payphone service provider.

24. Small and medium-sized local exchange carriers are
required to implement intralATA presubscription in their systems no
later than February 8, 1999, absent a petition to this Commission
for additional time.




1.87-11-033 et al. ALJ/GEW/gab ¢

Conclusions of Law
1. The Telecommunications Act of 1996 reguires all local
exchange carriers to implement direct dialing, or intraLATA

presubscription;:
2. The GTE companies wére required to implement intraLATA

presubscription by August 8, 1997,

3. Pacific Bell is required to implement intraLATA
presubscription coinc¢ident with its parent coéompany's entry into the
long distance market. )

4. The parties’ agreement--on the issues of balloting, 2-PIC
" methodology, one intraLATA PIC change without charge, and default
to existing intraLATA provider after notice--is a reasonable one
and should be approved. :

5. The parties' settlemént agreement on liquidated
performance remedies for Pacific Bell intralATA PIC changes is
reasonable in light of the whole record, consistent with law, and
in the public interest, and should be approved.

6. Pacific Bell's proposal for the timing and method of
notice to customers of the availability of intraLATA
presubscription should be approved.

7. The GTE companies should be required to send a direct-
mail notice to customers advising them of the availability of
intraLATA presubscription.

8. Small and medium-sized local exchange carriers should be
required to send two bill notices to customers advising them of the
availability of intraLATA presubscription.

9. PIC freezes should not be marketed by local exchange
carriers during the introduction of intral.ATA presubscription.

10. Where inter- and intraLATA PIC changes to the same
carrier are made simultaneously, a local exchange carrier should
charge the full tariff price for the interLATA change and half the
tariff price for the intralLATA change.
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11. The incremental costs of implementing intraLATA
presubscription should be recovered by local exchange carriers
through an equal access recovery charge imposed on all intrastate
switched access and toll minutes of use originating in their
service areas.

"12. The cost recovery period should be three years.

13. Local exchange carriers should be required to track
actual implementation costs and report on those costs 18 months
after completing the implementation of intraLATA presubscription.

14. Local exchange carriers should be subject to restrictions
in their marketing of intraLATA toll service.

15. Operator sexrvice calls should continue to be routéd to
the local exchange carrier rather than to the presubscribed
intralLATA carrier.

16. Pay telephones should be subject to intraLATA
plesubscriptlon in the mannér set forth in FCC 96-388.

17. Small and medium-sized local exchange carriers should be

subject to the same intralATA presubscription requirements as oOther
local exchange carriers, except that they should be relieved of the
requirement to give direct-mail notice to subscribers.

18. The intralATA presubscription rules adopted today are
prospective in nature and should not be applicable to CTC-
California, which has completed implementation of intraLATA

presubscription.

INTERIM ORDER

IT IS ORDERRD that:
1. Local exchange carriers in California shall implement
direct dialing, or intraLocal Access and Transport Area {intraLATA)
presubscription, in accordance with the requirements set forth in
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the Telecommunications Act of 1996, and the rules set forth in this
intralATA presubscription proceeding.

2. IntraLATA presubscription will be offered by local
exchange carriers without balloting of subscribers.

3. IntraLATA presubscription will be offéered by local
exchange carriers pursuant to the so-called "full 2-PIC '
methodology," which permits customers to preésubscribe to a
telecommunications carrier for all inter-Local Access and Transport
Area (interLATA) calls and to presubscribe to another
telecommunications carrier, including but not limited to the
customer's local exchange carrier, for all intralATA toll calls,
The acronym "PIC" designates "primary"” or "preferred" interexchange
carrier.

4. For a period of at least six months following
implementation of intraLATA presubscription, local exchange
carriers shall permit each subscriber to make one change in the
subsecriber's intralATA toll provider without charge to the
subscriber.

S. Existing local exchange carrier customers who do noét
elect to change their intraLATA toll provider shall continue to
receive intraLATA toll service form their current provider. New
customers of a local exchange carrier will be required to dial a
carrier access code to route their intralATA toll calls until they
make a selection of an intraLATA toll carrier.

6. Pacific Bell shall use best efforts to process all orders
for intralATA carrier changes within three days of the receipt of
such orders. '

7. The settlement agreement related to liquidated
performance remedies as to Pacific Bell in processing intraLATA
change orders, attached hereto as Appendix A, is approved, and its
provisions are made part of this order as though set forth in full

herein.
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8. All local exchange carriers that have not yet impléﬁented
intralATA presubscription shall notify existing customers of the
date or the time frame in which intraLATA presubscription will be
available. An initial notice in the form of a bill message or bill
insert shall take place at least 45 days prior to implementation,
with a second notice to be provided on or about 10 days prior to
implementation. Except in the case of GTE California Incorporated
and affiliates (GTE companies) and Pacific Béll, the second notice
may take the form of a bill message or a bill insert.

(a) Pacific Bell shall notify its customers
through a bill message at least 45 days
prior to introduction of intralATA equal
access, with a subsequent direct-mail
notice provided at least 10 days prior to
jmplementation. Such notice shall be
substantially in the form set forth as
Attachment 2 to Exhibit 19 in this
proceeding; provided, however, that
Pacific Bell shall delete the reference to
upIC freeze" procedures contained in
Attachment 2.

The GTE companies shall provide notice of
intralLATA preésubscription pursuant to the
terms of the settlemént approved in
Decision 96-12-078. Additionally, the GTE
companies shall provide a direct-mail
noticeé to customers within 30 days of the
effective date of this order. The direct-
mail notice shall be substantially in the
form set forth in Exhibit A of the
settlement agreement.

Prior to distribution, all proposed
customer notices shall be submitted for
review to the Telecommunications Division
of the Commission and shall be deemed to
be approved 10 working days thereafter
unless the submitting carrier is otherwise
notified by the Telecommunications
Division.
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Each local exchange carxrrier that has not
yet implemented intraLATA presubscription
shall notlfy other carriérs at least 45
days prior to the date of intended
implementation of intralATA
presubséription.

9. No local ekxchange carrier shall solicit Primary
Interexchange Carrier (PIC) freezes during the period of
introduction of intraLATA presubscription. The périod of
introduction of intraLATA presubscription shall bé deemed for
purposes of this provision to be 45 days before and 45 days after
implementation. Néthiﬁg herein shall preclude a local exchauge
carrier, at any time, from doing a séparate mailing to subscribers
with interLATA PIC freezes advising them that they must take
further action for the freeze to apply to intralATA toll service.

10. FOIIOWlng the initial no- charge intralLATA change request,
when a subscriber's interLATA and intraLATA service is changed to a
single carrier in the same call or transaction, a local exchange
carrier shall charge the full tariffed interLATA change charge and
one-half the full tariffed intralATA change charge.

11. Local exchange carriers may recover through an equal
access recOVery'dharge the incremental costs of intralLATA
presubscription-specific switch software, necessary hardware and
signaling system upgrades, and consumer education costs strictly
necessary to implement intralATA presubscription. Local exchange
carriers, with the exception of the GTE companies, may include in
the equal access recovery charge the actual cost to the carrier of
waived initial intralATA changes.

(a) The equal access recovery charge shall be
1mposed on all intrastate switched access
minutes of use sold by the local exchange
carrier and intrastate intralLATA and
interLATA (when approved) tol) minutes of
‘use prOV1ded by the local exchange carrier
orlg1nat1ng in the local exchange
carrier's service area, including minutes
of use covered by contracts.
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Prior to implementation of intraLATA
presubscription, a local exchange carrier
shall submit to the Commission a detailed
estimate of its costs of implementing
intral.ATA presubscription.

The equal access recovery charge shall be
in effect for three years.

A local exchange carrier shall track
actual costs of implementing intraLATA
presubscription and, 18 months after
implementing intraLATA presubscription,
shall file with the Commission, with a
copy to the Office of Ratepayer Advocates,
a cost analysis and & proposed tariff
adjusting the equal access recovéry charge
for the third year of assessment in
accordance with the carrier's cost
analysis., The Telecommunications Division
shall review the filing and recommend
appropriate action to the Commission.

12. The estimate by Pacific Bell of $34,739,000 as the cost
of implementing intraLATA presubscription is approved as the equal

access recovery charge for that carrier, subject to the provisions
of Ordering Paragraph 11 above.

13. Each local exchange carrier, except as to the GTE
companies and except as otherwise provided in this order, shall be
subject to the following neéeutral business office procedures for a
period of one year following implementation of intraLATA

presubscription:

(a) In dealing with a carrier's service
representative, both new and existing
customers who raise the subject of
intralATA presubscription shall be advised
that they have a choice of service
providers for intralATA services,
including the lé6cal exchange carrier.

If a new customer asks for a specific
company -to be his/her intraLATA provider,
the service répresentative will not
attempt to persuade the customer to choose
another carrier unless the carrier
requested does not provide service in the
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customer'’s service area. In the latter
case, the procedures set forth in the next
subparagraph will apply.

If a new customer has not decided upon a
specific carrier for intraLATA_servfge. or
if the intraLATA provider requested does
not provide service in the customer's
area, the service 1epresentat1ve will
providé the customer with a list of"
available carriers from a list that is -
rendomly generated., The choices will be
read off the list in the order that they
appear on the répresentative's screen.

If a new customer requests more
information about an intralATA carrier
other than the existing carrier, the.
service representative will provide the
caller with the carrier's 800 number if
one has been provided by the carrier.

If a customer contacts the service
represéntative to advisé of an address
change, with or without a number change,
the caller will be treated as a new
customer.

If a caller reports trouble in plac;ng
intxaLATA toll calls, the service
representative first will determine
whether the customer is presubscribed to:
an intralATA -toll provider. If so, the
call will be handled as a service
comp1a1nt pursuant to the procedure in
effect WIth that provider. If the
customer is not presubscrlbed, the
customer will be so advised and will be
asked to select a provider either by name
or, if the customer has no preference,
then from a randomly generated list as
discussed above.

Service 1ep1esentat1Ves may séll or market
their intraLATA toll services if the
caller agrees to hear information about
toll services available from the called

provider.
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Service providers shall not use customer
provided network information (CPNI) in any
manner that violates § 702 of the
Telecommunications Act of 1996.

(i) Local exchange carrier customer contact
personnel may market their company's
intraLATA sexrvice when handling "general
service” calls. A general service call is
a call to the local exchange company
requesting general information about the
company's serviceés, the establishment or
removal of the company's sexvices, billing
inquiries, or calls rélating to any other
aspects of a customer's service provided by
the company. General service calls do not
include calls reguesting a specific PIC
change, address change requests from
existing customers {whéther or not a number
change is involvéd), and initial requests
for service. These non-genéral service
calls will be handled in accordance with
the competitively neutral procedures
described above.

14. At least 30 days prior to the implementation of intraLATA
presubscription, each local exchange carrier will provide to the
Commission Telecommunications bivision and the Commission’s Public
Advisor copies of scripts that will be used by customer service
representatives when handling questions regarding intraLATA
presubscription. Staff will perform a one-time review of the
scripts to assess whether they are competitively neutral, and will
advise the carrier of any concerns it may have. Scripts will be
deemed confidential, and the contents thereof will not be disclosed
unless the Telecommunications Division seeks an order instituting
investigation or takes further action with respect to such scripts
before the Commission.

15. Calls to a local operator, designated as "0- calls,”
shall be routed to a customer’s local exchange carrier, except in
the case of pay telephones where calls can be routed differently
through the use of smart sets, or some other functicnal egquivalent.
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16, Implementation of intraLATA presubscription shall apply
to public pay telephones and semi-public pay telephones in the
manner set forth in the Federal Communications Commission Report
and Order adopted September 20, 1996, in CC bocket 96-128, FCC 96-
388, and Order on Reconsideration adopted November 8, 1996, in CC
Docket 96-128, FCC 96-439.

17. Rules governing intralLATA presubscription shall épply to
California small and medium-sized local exchange carriers;
provided, however, that such Carriers need not use direct mail to
notify customers of the availability of intraLATA'presubscriptibn;
and, provided further, that such carriers at the time of filing
tariffs for intraLATA presubscription may propose alternative
marketing safeguards on a showing that restrictions set forth here
are unnecessary or unduly burdensomé. ‘

18. This order shall not apply to Citizens Telecommunications
Company of California, Inc., which opened its operating territory
to intralATA equal access on October 1, 1995,

19. The Telecommunications Division is directed to prepare
proposed rules for competitive local carriers to follow in seeking
Commission apprdval of their plané for implementing intraLATA
presubscription; the assigned administrative law judge shall issue
a ruling in this docket seeking comments on those propbsed rules.




1.87-11-033 et al. ALJ/GEW/gab *

20. The intraLATA presubscription phase of this proceeding

shall remain open solely for the purpose of addressing rules
applicable to competitive local carriers in impleméenting intraLATA

presubscription.
This order is effective today.
Dated April 23, 1997, at San Francisco, California.

P. GREGORY CONLON
_ President
JESSIE J.‘KNIGHT, JR.
HENRY M. DUQUE
JOSIAH L. NEEPER
RICHARD A. BILAS
Commissioners
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BRFORE THE PUBLIC UTILITIES COMMISSION OF THE STATR OF CALIFORNIA

~ In the Matter of Alternative 1. 87-11-033
Regulatory Prameworks for Local
Rxchange Carriers. Application 85-01-034
Application 87-01-002
1. 85-03-078

Caso §6-11-028
1.85-03-078

1. 8702025

Case 87-07-024
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SETTLEMENT AGRERMENT
®

- 'This settlement agreement (the “Agreemnent”), executed this 19th day of December 1996,
is entered into by and among the following pagties (the “Parties™) to the above-consolidated
proceedings: .

Pacific Bel

The California Public Utilitles’ Cammission Office of Ratepayer Advocates
AT&T Communleations of Californis, Ino.

MCI Telecommunications Corporation

Sprint Communications Company, L.P,

WHEREAS, o1 April 11, 1996, MCI 'I‘elctommunicaﬁons Corporation ("MCI), AT&T
Communications of Californis, Ips. (“AT&’I"), Sprint Communi¢ations Company, L. P,
('Sprint”) and thé California Association of Long Distante Companles (“CALTEL") filed a joint
petition (the “Joimt Petition™) fof an order requiting GTE Califorais Incorporated to immediately
implement intralLATA equal access; |

WHERRAS, on April 11, 1996, Pacific Bell filed a motion for a procedural order
commencing the intral.ATA presubscription phase (“ILP Phase”) of this procecding;

WHEREAS, on May 17, 1996, ap Administrative Law Judge's (*ALY") ruling was issucd
consolidating the abave-describéd motion and petition for consideration pursuant to Rule 55 of
the Commission’s Rules of Practice and Procedure; o

WHEREAS, on September 11, 1996, opening testimony was submitted by the Parties in
the ILP Phasé of this proceeding;

WHRERRAS, on September 19, 1996, reply testimony was submitted by the Parties in the
TLP Phass of this proceeding;

WHEREAS, 6n September 24, 1996, hearings commenced on the [LP Phase of this
proceeding;

WHERBAS, Pacifio Bell advanced in its testimony its position supporting
implementation of intraLATA presubesiption (TLP") in California on a flasheut basis;

WHERBAS, certain Parties advanced in thelr testimony their position that Pacifio Bell
should be subjected to liquidated remedies in the event that Pacific Bell flasheuts ILP and cannot
process intrALATA PIC changes within certein time limits;

WHERRAS, certain Pariies advanced in their testimony their position that Pacific Bell
should be subjected to liquidated remedies in the event that Pacific Bell favors PB
Communications In¢. (“PBCom") in the implementation of PIC changes;

0132570.01
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WHERBAS, on Oclober 9, 1996, the ALJ asked ths Parties to mect informally and
explore the possibility of resolving among themselves say {ssues regarding the liquidated
remcdics prﬁposed by oertaln Pamu,

WHERRAS, on October 16, 1956, certain Parties met informally to discuss the issucs
relating to the proposed liquidated xemedies.

WHERRAS, the Parties thereafter met 01 a aumber of occasions {0 bold seitlement
negotiations properly noticed under Rule 51.1(b)H(¢) of the Commissian's Rules of Pnct:oo and
Procedurc; and

WHRREAS, the Parties have negofisted in good faith, in accordance with the
Commission’s desire to resolve matters through alternatives to litigation, {6 reach a seftlement
regarding the proposed liquidated remedies issyes, and have setiled those issues,

. NOW THEREFORE, the Parties agree as follows:

1.  Standard. In processiog intraLATA and interl.ATA PIC-change orders, Pacific
Bell shall treat all catriers equally and shall pot discriminate in favor of any of its affiliates, Por
purposes of this liquid_ated remedy, a violatior of this standacd shall be defined as the deliberate
processing of Pacific Bell's affiliates’ PIC~change requests in & manner that is systematically
mote expeditioys than for other carrlers and inconsistent with the processes described
immediately below.

2 CESAR Orgders. All PIC-change orders processed through CESAR by Pacifio
Bell are processed first-in-first-out by day, and by switch, in the following manner;! All PIC-
change orders received by CESAR within a given day for a particular switch are proeessed after
any PIC-change orders received on earlies dates, and prior to any PIC-change orders received on
subséquent dates for the sams switch. Pacific Bell will not deliberately process its affiliates’ PIC
change orders received by CBSAR in A manner mare favorable to the affiliats, as measured from
the date of reccipt by CESAR to the completion date.

Pacific Bell may i the fatyre davelop new systema by which to handle mechauized PIQ changs requésts or
other ogders. Should CESAR pricess lass than $0% of all mechanizzd (i.c., noa-business-office orders) PIC
changs requégts over two comemtwe reportiog pariods, Pacific Bell will notify ORA. Should the Parties fafl
16 resolve sny concerns that arise oyer suth change in processing, such disputs shall be submitted to arbitration
in accordance with the acbitration provision eontained hegein.

3
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b.  Businesa Office Orders. PIC changes not processed through CESAR hy Pacifio
Bell aro processed through its business office. Pacifio Bell will not delibergtely process its
affiliates® PIC change orders reccived by the business offico in a manner mote favorable to the
affiliate, as measured from the date of contast with the business office to the completion date.

Commission, or any ¢ther telmnt govanlng body of eompclcni )msdlctiOn. tssue an order or
ruling that, o should any Parties heretd enter into a valid and enforceable agreement providing
that, service orders, including PIC~change requests or selections, may be expedited, the standards
herein shall be modified accordmgly for those particular arders, and no performance violations
will result from the expediting of such orders, so long as the cxpedmed processing is available on
a nondiscriminatory basis,

B.  Verifiasi ) Compli

1 Audit Procedure. AnmeythathasagnodfmthmsontobelievethatPacnﬁo
Bell is discriminating in favor of any of its sffiliates in prodessing intraLATA of interLATA
PIC~change orders shall have the Hght to request that Pacific Bell's PICchange records be
audited by a mutually agreed upon ccounting firm (the “auditing party™). The auditing party
shall sign a non-disclosure agreeent prior to reviewing any of Pacific Bell's confidential
records, Anydocuma:tsgenmtedmpmducedbythcaudmngpartyshallbeavmhb!efor
review by the Parties hercto subject 16 the terms of a non-disclosute agreenient (contmmng terms
substantially simifar to the agroement previously executed by soveral of the parties in the ILP

phase of thess proceedings).

Should the auditing party determine that Pacific Bell has not discriminated in favor of
any of its affiliates, the Party requesting the sudit shall be liable for all reasonable costs and fees
incutred 1 connection with the audit, Should the auditing party determine that Pacific Bell has
discriminated in favor of any of its affiliates, Pacifio Bell shall be Lable for all reasonable costs *
and fees incurred in connection with the audit, in addition to the liquidated remedy déscrided
below,

2. Reports. Paclfic Boll will geperate two weekly reports, one for CESAR orders
and one for business office orders, that show, by switch and by ¢arrier, the number of days
required to process PIC~change requests. Data for five carrier groups will be reflected in the
m cl;BCom, AT&T, MCI, Sprint and all other carriers. The form of the proposed report is

hereto

The reports will be sent to ORA and will be maintained as confidential. The reports will
also be made avzilable to the auditing party In connection with any audits requested pursuant to
the foregoing provisions and shall likewise be treated as confidentia).

0]52970.04
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A maked versian of the reports will also be made available 16 the Parties' counse) apd
. ons non-marketing person undes the terms of 8 pondisclosure agreement (containing térms

substantially similar to the agreement previously executed by several of the parties In the ILP
phase of these proceedings). Tho masked version will not reveal the {dentides of the five carrier
groups, Hawever, tho Parties may contact Pacifio Bell or ORA to determine the identities of the
masked entities, and sajd information ahall be soaveyed subject to the terms of the nomdisclosure
agreemaent. The intent of this procedure §s to ensure that 6nly one unmasked fepant is
disseminated, that copy boing sent to ORA.

C.  Liquidafed Performance Remedies.

~_Should the auditing party determine that Pacific Bell has discriminated in favor of ady of
Its affiliatos, as defined above, Pacific Bell agrees to pay liquidated damages in the amount of
$75 for each PIC-changoe request that the suditing party determines Pacifio Be]l has processed in
violation of the preceding subsestions. Any such lquidated damages will be paid fo the
Commission’s Upiversal Lifeline Telephone Service Fund within 45 days after the auditing
party’s final determinstion is {ssued.

D.  Sunset.

_ The forcgoing provisions shali sunset 6 months after the first day that Pacifio Bell beging
offering imtralLATA presubscription, However, should Pacific Bell incur over $75,000 in
liquidated performance remedios ynder the foregolng provisions relating to PIC change orders
processed during the first six months of implementation, said provisions shall automatically be
extended an additional six months.

Pacifio Hell shall have 3 bysiness days within which té process PIC~change request
orders, subject 0 the exceptions and conditions set forth hetoin. A “business day,” for purposes
of this Agreement, shall mean Monday thfough Friday, inclusive, excluding holidays.

B.  Measuring Compliance.

1. Messurement. Pacific Bell's compliance with the performanco standard shall be
measured by earmarking, cach day, all PIC-change requests received that day as “New.”
Requests earmarked as “New” must bo processed within the required time period. “New”
requosts not processed within required time period shall be subject t6 the liquidated performance
remedles set forth below, except to the extent they are excused by the “Grace Day” provisions
contained herein.

a)s3510 01
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a. CESAR Orders. For CBSAR orders, the relevant measutement will commence
on the date of receipt by CESAR.

b. Business Offi¢e Orders. For business office orders, the relevant measurement
will commence as of the negotiated due date. 1n other words, Pacific Bell shall not incur any
liquidated performance remedies for business office orders until 3 business days afier the
negotiated due date.

2.  Grate Dayn. Pacific Bell shal| be relicved from meeting Its performance stapdard
by the occurrence of any of the following events:

a. If the aumber of total accepts® processed by any of the svn'tchcs’ exceeds 1,000 ona
given day(s) (the “Switch Grace Day”), Pacific Bell shall be relieved of any liquidated
performance standards for the Switch Grace Day in the following manner:

1) Any unprocesssd requests earmarked as *New”™ at that switch on the Switch

Grace Day shall be treated as having arrived on the next business day;

2) Any unprocessed requests at that switch on the Switch Grace Day, for which
timé was accruing for purposes of determining whether 3 liquidated remedy should be
assessed and in what amount, shall be granted an additional business day for processing.

b. If the number of total accepts processed by any of the MARCH systems” on a given
day(s) (the “MARCH Grace Day™) exceeds 20,000 accepts,’ Pacific Bell shall be selieved of any
liquidated performance standards for the MARCH Grace Day 1a the following manper:

1) Any unprocessed requests earmarked as *“Now” on the MARCH Grace Day, at

_any switches served by the MARCH system(s) that processed more than 20,000 accepts$
shall be treated as baving amrived on the next business day; -

2) Any unprocessed réquests at that switch on the MARCH Grate Day, 6t an
switches scrved by the MARCH system(s) that processed more than 20,000 accepts,” for
which time was accruing for purposes of determining whether a liquidated remedy should
be assossed and in what amount, shall be granted an additional business day for
processing.

An "gecept” is an acknéwledgment from the switch that the messape (franslation change) has been completed.
Ono servie order may correspand to one or more accepls, Our switch-processing capability assumes
procassing time of one accept per minuis. Iy this context, “total accepts™ refers to all types of sevvice dders,
201 just PIC changes.

Pacific Bell currently has about 475 switches. .

MARCH traasiates line-related gevvice order data (i.0, USOCs and FIDs) [ato switch provisioolng messages,
and then transmits thése messages to the appropriate twitch o the dus dats,

The 20,000 limitation applies to alt of 6ur MARCH systems except for the MARCH system that serves all of
tha Nevada switches and certain easteen California switchas, The MARCH system that serves that reglon
(PBHYMW) bas a limitation of 14,000 actepts per day, and that limitation shall serve ns the performance
standard for that particular system,

Ses previous fodtnols,

See previous footnote,

¢152930.01
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& Ifthe uumbu oftotal sexvics Ordtrs processed by cither of Pacifio Bell's SORD
systerns® 61 a given day(s) (the “SORD Grace Day”) exceeds 95,000 orders, Pacifio Bell shall be
relieved of any liquidated performance sfandards in the followmg manner:

1) Any unprocessed requests earmarked as ‘“New” on the SORD Gracs Day, at
any switches served by the SORD systom{s) that pro¢essed more than 95,000 ordcrs.
shall be treated as having arrived on the next business day;

2) Any usprocessed requests on the SORD Grace Day, at any switches served by
the SORD system(s) that processed more than 95,000 orders, for which time was
accruing for purposes of determining whether a liquidated remedy should be assessed and
in what amount, shall be granted an additionsl business day for processing.

d. If an act of God (e.8., fire, earthquake, tomado, flood, Lightning) o an act of
aggression or sabotage prevents Pacifio Bell 0a & given day(s) (the “Force Majeure Grace Day™)
from Opuatmg at full capatity, Pacific Bell shall be relicved of any liquidated performance
standzards in the following manner:

1) Any unprocessed requests carmarked as “New™ on the Force Majeure Grace

Day, at any switch affected by the event, shall be treated as having arrived on the next

business day;

: 2) Any unprocessed requésts on the Force Majeure Grace Day, atany switch

affected by the event, for which time was ascruing for purposes of determining whether a

liquidated remedy should be assessed and in what amount, shall be granted an additional

business day fot processing.

e. If any obligations emanating from an arder issued by the California Public Ugilities
Commission or the Federal Communications Commission, including but not limited to Local
Numbet Portability (TRIMS repack and switch upgtad&s that are LNP-related are included),
switch unbundling and NPA splits, prevent Pacific Bell on a given day(s) (the “Commission
Grace Day™) from Opercmng at full capacity, Pacific Bell shall be relieved of any liquidated
peaformance standards in the following mannes:

1) Any unprocessed requests earmarked as *“New” on the Commission Grace

Day, at any switch affected by the event, shall be treated as having atrived on the next

business day;

2) Any unprocessed requests an the Commission Grace Day, at any switch

affected by the event, for which time was accruing for purposes of determining whethet a

liquidated remedy should be assessed and in what ameunt, shall be granted an additional

business day for processing.

“Tota) secvice ordars™ means all types of orders, not just PIC changes.

SORD is an on-line systam for service order entry, stonge,rch'wvdmddm'bubm m.msedbybothsuﬁ‘
and field personnel to Inpyt cystomer orders, SORD's major fynction is to process service orders for the
installation, modification, o diséonntction of felephons and related services provided by Pacific. A service
order Is used 10 provids dam to all spplicable departments within Pacific for the provisiontng and billing of
telephons service and the related services. Pucific has two SORDs: one which sérves the nivthem part of the
state, and ond which serves the southem part,

015257001
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Pacific Bell will notify all parties in writing 30 days prior (o taking gny Commission Grace Day

that such & day will be taken, 849d the season therefor. The actyal dato on which the grace day {s ®
taken may vary from the date noticed due to circumstanees beyond Paclfio Bell’s control (c.g.,

vendor changes date). Under such circumstances, Pacifio Bell will renotico the date of the grace

day if the change in date varies materislly from the originally noticed date. Should the

Commission require Pacifio Bell to undettake any obligation covered hereunder without

providing Pacific Bell with 30-days® aotice, Pacific Bell shall be relieved of the 30-day notice

requirement, However, under such circumstances, Pacific Bell shall promptly send the required

notice to the Parties.

If any Party disputes the validity of Pacific Bell's proposed taking 6f a Commission Grace Day,
that Party shall notify Pacific Bell, ORA and the Director of the Tele¢ommunications Division of
the California Poblie Utitities Commission (ths “Ditector of Telecommunications Division”) in
writing within 10 days of the date ¢f Pacific Bell's notice. Should the Parties fail to resolve any
disputes relating thereto, the Parties shall submit their dispute for resolution to a staff member
selected by the Director, The Parties waive their rights 1o have any such determination reviewed
through the appropriate chanaels, unless they respond timely t¢ the aforementioned 30-day
natice seat by Pacific Bell.

f. If Pacific Bell performs any dial-for-dial conversions, Pacifis Bell shall be granted four
grace days ('Dial-for-diat Grace Days'"), and Pacifio Bell shall be relieved of any liquidated
performance standards In the following manner:

' 1) Any unprocessed requests earmarked as “New” on the four Diat-for-dial Grace
Days, at any switch affected by the event, shall be treated as having arrived on the first
business day after the last Digl-for-dia) Grace Day;

2) Any unprocessed tequests on the Dial-for-digl Grace Days, at any switch

affected by the event, for wluch Himo was a¢truing for purposes of dstermining whether a

liquidated remedy should be assessed and in what amount, shall be granted an additjonal

fous business days for proccsamg

Pacific Bell will notify ORA fn writing, 30 days priot o taking the Dial-for-dial Grace Days, that
such days will be taken by Pacifio Bell.

g. In the event Pacific Bell experientes a switch or system failure that causes any
translation or other electronic daty (o be lost, Pacific Bell shall notify the affected carriers
promptly of the failure, and the notics shall include a deseription of the nature of the failure and
the time at which the failure 6ccurved. Pacific Bell shall be relicved of any liquidated ‘
performance standands until the affected carrier retransmits the data for the lost ¢rders, and no
time shall elapse for purposes of calculating performance remedies from the date that Pacifio Bell
notifies the affected carrier, to the dalo the data has been restored. Pacific Bell shall notify the
affected carriers promptly when such retransmitted data is restored.

01353970.01
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C. Reports.

Pacifio Bell will generate weekly reports thal reflect Paclfic Bell's compliance with the
standard set forth herein. The report will stale whether any grace days were taken and the
reasons therefor., Tho reports will also stats the number of orders that were subject to grace days
during the reporting perlod. The form of the proposed reports ate attached hereto.

The reports will be sent {o ORA and shall be treated as ¢onfidential. The reports will also
bo made available to the Parties’ counsel and one non-marketing person under the terms ofa
nondisclosure agrosment (containing terms substantially similar to the agreement previously
executed by several of the parties in the [LP phase of these proceedings).

D.  Liquidated Performancy Remedies.
1. Moasyrement.

~ Subject to the foregoing provisions and exceptions, Pacific Bell shall pay a liquldated
performansé remedy for each PIC-chapge ordét not processed within three business days,
stax'mgatssonthefomﬂlbusmmdayandlncmngtwodoumspabumessdayunhlthe
onder {s actually processed The remedy shall not bé cumulative (¢.g., the remedy for orders
processed on the sixth business day shall be $12, not $12 plus $10 plus $8). 1n addition, the
romedy slmll not excesd $30 upless the ¢artier for whom the PIC change should have been
processed gives written notice to Pacific Bell at least two business days priot to the ﬁﬁeenth

" business day after the PIC change was submitied to Pacific Bell that the change remains

unprocessed. n no event shall the liquidated remedy exceed $50. Any such hqmdated damages
will be pald to the Commission’s Universal Lifeline Telephone Service Fund within 45 days
after the Jast day of the relevant reporting period.

2. Nofification Requirements.

When carriers submit orders to Pacifie Btéll for processing in the form of electronle data,
Pacific Bell's processing system aytomatically generates a notico acknowledging teceipt of said
data (Bellsore document acknowledging mechanized batch file transfer). The notice is
dispatched by the system to the carrier prompily upon the system’s acceptance of the data. If any
Parties submitting such data {6 Pacific Bell do not receive a notice of acknowledgment of receipt,
such Party shall be required to notify Pacific Bell within three business days that they have not
received said notice. In the event that any Parly falls to sond Pacific Bell the aforementioned
notice, Pacific Bell shall be relicved of any liquidated perfonnance remedies relating to the
subject orders.

If Pacific Bell notifies any Party that a tape or ather form of electronic trapsmission was
lost ot otherwise needs to be retransmitted, that Party shall promptly retransmit sald data. For
purposes of oalculating any liquidated performance remedies, no time shall be deemed to elapsee
from the date Pacific Bell notifies the affected Party of the need for retransmission, to the date

0135257001
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suchdatals retrammittod to Pacifio Bell, Pacific Ball shall notify the affected Party promptly
when such retransmitted data has been received by [acifio Bell,

B Sunset.

The foregolag provisions in Part 11 shal'l sunset 6 miinths after the first day that Pagifio
Bzl begins offering intralLATA presubscription.

. APDITIONAY, PROVISIONS.

A.  Flashent Condition. Pacific Bell agrees t6 the performance standards and
remedies set forth herein only on eondition that Pacifio Bell is permitted to implement
IntraLATA presubscription on a flashcut basis. Should Pacific Bell be required by rule or order
of the Commission, or any other felevant gaveming body 6f competent jurisdiction, to phase in
intralLATA presubscription, or implement presubscription in any manner that is materially
inconsistent with a flasheut, this Agreement and &l of its terms shall become null and vold.

B.  Regoverable Costs. The Parties agree that the costs incutred by Pacifi¢ Bell in
tracking and reporting the data necessary 19 demonstrate compliance with the parity and volume-
based performance standards set forth herein shall be deemed recoverable costs. Any such cost -
recovery shall be made by Pacifio Bell pursuant to the manner spproved by the Commission for
Pacific Bell’s retovery of other Implementation costs. Pacifio Bell currently estimates that the
tracking and ceporting costs will be on the order of $120,000, which includes the ¢osts for
developmeat, programming, testing and monitoring for six months.

C.  Good Faith And Prompt Transmission Of Qrders. All Parties agree to act in
good faith in connection with the Agreement. Among other things, the IEC Parties agree to
transmit PIC-change requests to Pacific Bell promptly, without any undue delay, and will work
in a cooperative manner {o resolve any potential concems that may arise.

D,  Effect Of Other Aercements. The séope of this Agreement does not apply {6 the
processing of any PIC change or PIC selection orders that ars the express subject of any
performance standards containied in any other agréements between any of the Partles, including
resale agreements for local service.

E.  Arhitration. The signatories to this Agreement have the right t6 seek arbitration
of any disputes or claims arising ot of o1 relating 1o the interpretation or enforcement of this
agreemeat, subject ta the written concurrence of two-thirds of the siguatories to this agreement.
Any arbitration initiated under this agreement shall be submitted to and ¢onducted under the
rules of the American Arbitration Association, in San Francisco. The prevalling party in any
such arbitration shall be eatitled to al) reasonable costs, including attorncys® fees.

Nonsignatories shall not bave rights under this general arbitration clause, and shall have not right

10
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to erbitrate any {ssues relating o thls Agresment except as expressly provided elsewhere in this
Agreement, .

F.  Commisston Approval This Agreement is subject 10 approval by the California
Public Utilities Commission. The Parties agree to file or Joln in the filing of a Joint Motion with
the Commisston to request approval of the Agreement.

G. Commission Jurisdiction. The Partics agree that the Catifornia Public Unilities
Commission sball have jurisdiction over this Agreement, and that sny disputes arislng out of or
relating to the interpretation or enforcément of this Agreentent may be submitted to the
Commission for teview.

H.  NoPersanal Liability. ThePnhes&greethatnoﬁmtorymthlsAgxummmr
any mesnber of the staff of the California Publie Utilities Commission assumes any personal
liability as & result of or by the terms of this Agreement, gid that no action ot ¢lalm arising out of
or relating {0 the termia of this Agreement may be instituted in any forum against any individual
signgtory to this Agreement.

L  Proper Settlement Nofics. The Parties noticed and convened settlement

- conferences in accordance with Rule S1.1(b)-(¢) priot to the execution of this Agreement.

Y.  Relat®d Documents, The Partics agree to executs and/or cause to be executed
any other documents, and to take any other action as be necessary, to effectively consummate the
subject matter of this Agreement.

K. Noloint Ventare. This Agreement shall pot establish, be interpreted as
establishing, 61 be used by any Party to establish or to represent their relationship as any form of
agency, partnership or joint venture, No Party shall have any euthority to bind the othet or to act
asanagmtfortheoﬁumlcssavchmthﬁntyéragcmyisamedthmughamhngscpamto
from this Agrecment.

L. Smﬁ.TﬁsAmmandaﬂwvmmfonhhadnshaubebindhg
upon and shall inure {0 the benefit of the respective Parties hereto, their sutcessors, heirs,
assigns, partners, representatives, executors, adminjstrators, pareat companies, substdiary
companies, affiliates, divisions, units, agents, attomeys, officers, directors and shareholders.

M.  No Constyuctions Against Drafter. This Agreemont was drafted by and through
the cooperation of all the Partjes, Ascordingly, neithes this Agreement nor any of its terms shall
be construed or interpreted for or against any Party hereto on the basis that such Party, or that
Party’s legal representative, was a drafier hereof.

N.  Choij¢e of Law. This Agresment shall be governed by and interpreted in

accordance with the laws of the State of California and the rules, regulations and General Orders
of tha Catifornla Public Utitities Commission,

0152970.01
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O.  NoSeversbility. The provislens of this Agreement are not soverable. Should the .
Commission, or any ¢ourt ot relevant gaverning body of competent jurisdiction, mile that any
material provisions heseto are Invalid or yoenforceable, or materially modify any material
provisions hereto, then this Agroement shall be deemed rescinded and ths Parties returned (0 the
status quo as of the date of the execution hereof,

P.  Knowing and Volantary Execution. The Parties acknowledgo cach has read
this Agreement, that each fully yaderstands the rights, duties and privileges created hereunder,
and that cach eaters this Agreement freely and voluntarily, Rach Party further acknowledges that
it has had the opportunity to consult with counsel and discuss the provisions hereof and tha
consequences of signing this Agreement, and that each Party or their counse] have made such
hmﬁgaﬁénofthefachmdlnwmﬁnhgmmemaumhminastheydoannmssary. and
that they have not relied and do not rely upon any stalement, promise or represesiaiion by any
other party or its counse], whether oral or written, exocpt as specifically set forth in this
Agreement. The Parties each expressly assume the risk or any mistake of law or fact made by
them of thelr counsel, .

Q. Authority fo Fxecqte Agre¢ment. The undersigned acknowledge and covonsnt
that they have boen duly autharized to executs this Agrecmeat on behalf of thei respective
principals and that such execution i3 made within the course and scope of their réspective agency
or coployment.

R.  Execution in Coupferparts. This Agreement may be executed by any of the
Parties in counterparts with the same effect as if all Parties had signed one and the same
document. All such counterparts shall be deemed 1o be an original and shall together constitute
on gnd the same Agreement. ’

The Parties have executed this Agreement on the pages that follow,

015297¢.0)
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PACIFIC BELL

By:

David P, Discher
Its Attorney

THE CALTFORNYA PUBLIC
UTILITIES COMMISSION'S
OFFICE OF RATEPAYER
ADVOCATES

By:

Helen M. Mickiewiéz
Its Attomey

AT&T COMMUNICATIONS OF
CALIFORNIA, INC,

By:

William A. Ettinger
Its Aftorpey

- SPRINT COMMUNICATIONS
COMPANY, L.P.

By:

Renee van Dietn
Its Attorney

MCY TELECOMMUNICATIONS INCORPORATED

By:

0182570.01
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PIC CHANGES COMPLETED DURING NETEX ¥NDING XE-XK-3X

CARRIEA 1 RXX
HOTE: POSSIBLE VALUES ARB
T ATX/NCTJUTC/PBYMIBCALL

............. P Y T T L T R O O e L R R A o B R I R N I R R N e

1
DAY
vou/reT

NWY/XR. X2
WN/EX. XX
RN/ RX. XX
NN/ AX. XX
RR/AR. AKX
RO/ EX. XX
rwi/xa X%
N /EX . XX
NHS /AR AX
MN/AN . XN
MRN/XX XX
WNSXK . KX
/Rt
HRNSXK.EX
WAN/AX, KX
EN/XX . XX
WNN/XX AKX
NNNSEX 2
NUR/XK . 0K
NN/ XX XK
NOR/RN XX
RNNJAX . XX
NN/ XX, IR
MEN/XX X1
WNNJ XX XX
ORI/ EX

2
DAY
woL/ect

WWN/XK. XX
/KX XK
NN, XX
WNN/ER KX
NN AN XX
NN AN UK
MR/ AX. XK
N AR XK
OOV AN XX
NS/ RX XX
MRSAR UK
NNN/XX, A%
/XK. XE
/X xx
/AKX, XK
NRN/XX . XX
NRNR/XX XX
M/ XX XK
an/ax. 3a
NER/AR. XX
NRN/RX, XL
WNN/LIX . XX
NNR/ KX XX
HNR/XX. XX
MHN/XX AR
m}xx.u

3
DAY
voL/PCT

MR/ 2 XX
NNR /XK. X
NN/ XK, XX
WUR/XX XX
MNN/XX. XK
MNH/KR L RK
REE/AX AR
N /R XX
HIR/ XX . X2
WNR/RR XX
NN/ EX AR
NN/ RX. XX
N /X . EX
NHN/XX. XX
NW /K. xx
e SXX . XX
U TE e
/XX, XX
MR/ RX. KX
/X, 3%
et/ ar. XX
MR/ IX. XX
Mot/3X, 1
KNN/XR . XX
KNR/AX. XX
N /AR XK

NRN/ K. XX

4
DAY
vdbfrcr

mfn.xx
MUN/XR XX
MNN/AK, XX
N SR, KX
NNSKR. XX
b T 38 8
M/AR, XX
MNIXR XK
WNNSINLXE
WA/ XK. XX
/XK XX
NI/ XX, X2
WEN/XX . XX
HWM/NX. XA
NERSXX  RX
W/ XX XK
NMN/IR XX
b 75 e 98 4 4
oM/ XK XX
e/ xx. XX
N /XR, AX
/L XX
MM/ AKX . XX
NI XA KR
N/ AX
NNN/AX . KX

WAN/XK.AX

LY
DAY
VOL/PCT

/XX R
NN/ XR.RX
o /uR . XX
MN/XX . XX
™/ IR, XX
N/ XX XX
wwR/XX. X2
/XX XX
WNR/EX . X
MR/ KX XX
FNRJXR . XX
i T8 ¢ ¢
NRN/ XX, XX
NN/RR. XL
WO/ XK XX
N/ XK X
NWIRX XX
FRR /XK XK
WA/ KX . XX
WR/RX . XX
mfax . xX
MWN/EX XX
NRNJAX X
FNN/XX . XX
KN/ KX . X
NN/XX. XX

NEN/ KX . XX

6-1
DAYS
voL/fecy

f o T 80y ¢
NRR/EX . X2
o/, xx
XX XN
m}u |n
o FET 9% 5
NW /XK KK
RW/IX. XX
/XK, XX
XM/ XR AR
/AR XX
WRN/EX X
W/ A XX
N /X0 XX
0 /an. XX
MWR/AR. XX
NWN/XX , XX
e X X
/XX 31
MRN/RK, XK
iy it 9%
R/ AK %%
o/ . XX
N /XK, XX
RN /XX, RX
RW/Xx, XX

WUN/AR L AX

8-10
pAYS
voL/ecy

HN/AR . KX
NN/ RX XX
W /AX XX
o /xe, KX
W/ XK . XX
/RN XX
YO/ XX XX
TN/XR . XX
NENJIR XK

WON/KX . XX-

/XX XX
N SER XX
WAN/XX XX
L T2 e P83
NNN/XX XX
HNMIXX KR
NNN/XR .2
NN, XX
/XX, XX
/XY . AR
/XK. XK
N
MNN/XX . XX
MRN/XX XK
/XL AL

RNN/XX. XX

11-30
DAYS
vyOoL/PCT

NI XX
MRA/XE. XX
N/ IK. XX
R/ XX, XX -
WNR/XR.XX
WNR/EX, XX .
NRR/A% . XX
NOR/EX . XX
NRN/RX.XR
WX XX
/XK KX
NNH/AKBX
NNSXX . XX
ot fXR XX
/XX EX
N /XX XR
MW/ XR XX
WN/XX XK
Mol Ex. XK
WIN/AX, XX
NN /XK. XX
WNN/AX. AR
FNR/EX XK
WNN/3X XX
NN/ RO XX
NNRSEX XX

KA /RX XX

04
DAYS
vou/pct

/X XK
e /xe . XX
Ne/xx . XX
/AR AKX
RN/ XL XX
FN/xE %R

. el/RL. XX

O/ KE . XX
e/ ER XX
/XL XX
/XX XX
TR/ XX . XX
MONSER XX
MEN/RX XX
R/ XX
R A, Xt
(L Th 9 48 V3
AR XX
/XX XX
HENN/XX XX
L 1) 304
maefat . Xx
MN/XK . XX
/XX XX
wmifaX . XX

MHN/IR. EX

- Y200 ,00%

TOTAL

VoL/PCT

P T P T L T b T s S A Newavt—smcavdravman® L R R e e e R L R A L L L Y

Mm/100,.00%
w/100.00%
/100,003
MN/100.00%
/100 .00%
NN/180.00%
W /1006.00%
NRY/100.60% 5
w/1006.Co% g
wr/i0d.60y

W /200.60% u
w104, 00% g:
N /100.00%

WR/100.00%
MN/100, 008
Nim/100, 00Y
mN/100.00%
b TAGL Y
mm/100,.00%
mm/100.00%

WRR/100.00%
Mn/100.600%
KWN/100.00%
/109, 00%
NMNf200.00% oq

°¢%d Y XIONZIQY

........ D I b L L T U i i

HW/100.00T
F 38
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0000 T/ 00l
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y A 00X/ e
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400" DO/ Mitint
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24" QOT/NRR
ADO* COL/RDX

APPENDIX A

dS- *00T/MNM
TAR00° COT/NNEE .

307 30C/ sl
3300/ Metad.
LT W/ ik
2L 20/ ek,
30U I0C/ MK

B «ap L 7

30X 00/ s
AT X/t

‘ 003X/ MK

2007300/ Na

LMWK/ NN
06K/ NuK

E\ag

X XX/HMN XX~ BSE: 0= 20/ 10w Rxxn\azn .qu\zzz XX 70X /NNK xn.un\zzz xx.nx\h.z

L. - - - e & - -

00 0L/ 0 xxdﬁ!ﬁ 0L7 200/ Nl nxnx\ez xxnx\zzz AR VXU RN B:R\zzz xxnx\zz.
AXTIOL/MUN XX XX/ XN /MM 0C0C/NRE XX T0L/NNM 00T XOC/NMN XTI/ N 200X/ s
WL AR/ XN XX/ 00 KX/MEN XXX/ YO0 XU/NNK XX XX/NNN XX/ XX 2007 sk
XXTIOU/ANR 300X/ 00U XX/MEN  XCTXOC/MNSN  XXCXX/NMN XEOMX/NAA - NLTX0/0IM XX XX/ RRK
XXTCK NN XX O/l XXTXC/MA  XOCTIOC/MEN. X CE/RNM XXNX/NMN X0 XX/NNE 100 XX/ NNA
XXXX/M0UC XL 00/ MR XX XX/ XXM XX TX/RMK  XR"XX/NEN XX XA/NRE  XX° XX/
WO/ WU XC/M0 007300/ XU IOL/MM  XXTEC/MML 20U XOU/MMN XU XO0/RKNM X0 Y00/ N
XAUA/00WL  XR-IC/HNN  AOEIOC/MNN XX XX/NEE 00T X00/RaIN 00 K/RNN XX TXE/RNKE 300 XX/ MAN
XX 00/000, X070/ XX-HX/NRE  JOCIN/KNN XX XL/ MM XOCTXX/ENN  OCKE/NAN XX XK/ R
XU"XA/000  FX7NU/HNR XK J0C/MNM HXKR/M0E I XK/MKE X0 00/ X IOC/MMN € XX/ RN
REAK/RR  TX-KX/NAR XK IOC/MES XL IOL/0000  XX“XX/MNX XX TX/0al X0 0K/ 0l X0 XK /KM
TXXX/OT  XX°N/MNR XX00/00 MCTI0/RN XL XK/HUL  NXTIOC/IIN  OCTION/NNNL X/ N
XA/ OCTNC/AMOC XX/ XD XX/NNR XX X0/ 200 I0L/MBIN 2007 X0/ NN 100° X0/ MalNt,
W0 NC/MEE  XX"XE/AGIN 00 XK/ TETRT/RN,  XOCTXX/MRE  I00TXX/JU0UE XX XX/JUME 001 X0/ M
0C°C/MMN.  JOCTA/ADE  0CIO0/ION 0T EX/NNE  CTWL/ANN 00 XX/M0 XX XX/ XX XK/ 5N
WCIN/00E  WCTXAXT/AHMM 00 XK/, 0OCXX/I06C  I0C-XX/0000 XX C/MMN  XETXX/A8K XX XX/00NN
XXX/ O IX/I0U YUTXX/IN  0CTEX/OW  0CTOL/MRN XX XX/RKADE XX XX/ROK 300 KX /HNK
OF IX/B AN XX/AE 00 L/ N0 XXTX/I0E  WXTWE/MIR 00 KX/MN 3000/ X0 XX/ 20NN
OO AE X0 XX/P0M0  XN-I0C /MR 000G/ AN WX XX/MOE 0K WT/HNE,  MXCXK/T0C 0" KX/ 00N
WX/ XX/ Hled  IOU XX/ XXX/ XCUKE/MNE KX XX/N0M  XXTNX/0E0E XX ° X/ 0NN
WA NU/A0DE U XX/ NEN XU XX/MN XL XN/ XX RAHON XN WK/ DX/ XL XX/ DN
NAXX/NRN 30000/ MK XXTC/ R0 M TNC/ANN IO XX/NNN MOCTXE/RER  XCCXE/MNM %00 XX /AN
AOAT/NBE OCT /M KX IO/NNN XEOC/MNN XX XK/MOL NXCNX/ROE XXX/ M X 20/ KN
EXO0C/NNST  XXCTOC/M0E 00 XL/ XTRX/ANN 20 XXM XX XX/ XX XX/ XX XO0/MEN
XX KA/A  XXWR/M00 00 XX/ WOKL/MURN XX XXNNEL XX XX/ XXX/l 300 X /00

kaQ...! AU XX/ M0 nn.xx\:&. uRﬁ\kE. a:an\E nx .R\.!R sﬁnu\!ﬁ xxnx\azz
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APPEARANCE LIST
I. 87-11-033, et al, « Presubscription Phase

Glenn Walker

Adainistrative Law Judge
State of California

Public Utilities Comamission
505 Van Ness Avenue, Rom 5111
San Francisco, CA 54102

Garth Black, Zsq.

Codper, White & Cooper
201-California Street, 17th rloor
San Francisco, CA 94111

dohwr Clark, Esq.

Goodin, MacBride, Squeri, S$chléotz & Ritchie
505 Sansome Street, Suite 900

Sap Franciscd, CA 94111

Richard Purkey .
Sprint Cérpération
1850 Gateway Drive
San Mateo, CA 94404

William A, !ttlgﬁtr
AT4T Communications of California

795 Folsom Straeet
San Francisco, CA $4107

William Itvin., Esq.

Peter A. Casciato, Esq.

9 California Street, Suite 701
San Francisco, CA 94111

Ed Kolto-Winninger, Esq.
Pacific Bell

140 New Montgomery, Room 1322
San Francis¢e, CA $4105

Martin A. Mattes, Esq.
Grabam & James )
1 Maritime Plaza, Suite 300
San Francisco, CA 94111}

Eelen Mickiewics '

Public Utfilities Commiszsion
State of California

S05 Van Ness Avenue, Réom 5131
San Prancisco, CA 94102

William EHarrelssn, Esq. -
HCI Telecommunications Corp.
201 Spear Street, 9th Ploor
San Prancisco, CA %4105

Barbara Snider _

Citizens Telephone Company

8920 Emerald Park Drive, Suite @
Elk Grove, CA 95625

Jerry Varcak

Bank ¢f America

P.O. Box 37000

Dept. 13892

San Francisco, CA 94137
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Appearance List « |, 87.11-033 (Presubscription Phase)
Page 2 <

Jeff Beck, Esqg. N
Jillisa Bronfman, Esq. :

Beck and Ackerman

Your Embarcadero Center, Suite 760
San Francisco, CA %2111

Rodney L. Jordan

Regqulatory Director . )
Citizens Telecommunications Company.
of California

1035 Placer Street

R.ddiﬁg; CA ’6001

- David Discher, Esq.
Pacific Bell ]
140 New Montgoaery Street, Room 1322

San Francéiséo, €A 95105 -

Farl N. S.lhr. Esq. ]
‘Law Offices of Zarl N. Selby
420 rloresces St,, Suite 200
Palo Alto, €A $4301 )

Renee van Dieen, Esq.

Spriat Coémmunications Company
. 1850 Gateway Drive

San Mateo, CA $4404-2467

Leo N, al°°.f£eld‘ !lq. . )

Young Végl Earlick Wilson & Simpson
425 California St., Suite 2500

San Prancisco, CA %4104

Belen Mi¢kiewics '
Division 6f Ratepayer Advocates
State of Callfornia :

Public Utilities Commisaioen

505 Van Ness Avenue, Room 5131
San Francisco, cA 94102

Lorann King

State 6f California

Public Utilities Commissién
505 Van Neszs Avenue, Area 3-D
San Franciséo, CA 923102

Risa Eernandesz

State of California

Public Utilities Comaission
505 Van Ness Avanue; Room 3204
San Francisco, cA 94102

Lester Wong - -~

State of california

Public Utilities Comatission
505 Van Ness Avenué, Room 3203
San Francisco, cCA . 64102
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Appearance List - 1. 87.11-033 (Presubscription Phase)
Page 3 :

Nastalie Billingsley
State of Calitérnia
Public Utilities Commission
. 505 Ven Ness Avenue, Réom 4003
San Franciscé, CA §l102

Jim McVicar

State 6f California

Public Utilities Commission
505 Van Ness Avenus, Room 3200
San Franciscod, CA 94102

Barbara Ortega

State of Califérnia

Publfc Utilities Commission
107 S. Broadway, Room 5109
Los Angeles, CA 350012,

Kenneth K. Okel, Esq.
GTE Californis

One GTE Place
Thousand 0aks, GA 91362

(END OF APPENDIX B)




