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[A-xision 97-08-076 August 15, 1997 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CAli'FORNIA 

Order Instituting Rulcrnaking on the Commission's 
Q\\'n Motion into Co n\pe tit ion for local Exchange 
Service. 

Order Instituting Investigation on the Con\mission's 
Own Motion into Competition for Local Exchange 
Service. 

ORDER CORRECTING ERROR 

Rulemaking 95-().I..()4j 
(Filed April 261 1995) 

Investigation 95-04-:044 
(Filed April 26, 1995) 

This order is issued to correct an inadvertent omission of pages which occurred 

in the process of assen\bling Decision (D.) 97-08-059 for mailing to parties of record. As 

adopted tn D.97-08-059 at the Commission meeting of August I, 1997, the Commission 

authorized the reSale of Voice l-.fail services by Pacific Bell and GTE California 

IncorpOrated. Iii the assembling of the final version of 0.97-08-059 for mailin~ however, 

pages of the adopted dedsion containing the disCussion of the terms of Voice Mail 

resale were inadvertently omitted. Accordingly, parties were mailed a copy of D.97-08-

059 which onlitted theSe pages. 

Attached to this order is the complete version of D.97-OS-059 which includes the 

previously omitted pages dealing with the Voice Mail resale authorization. The 

insertion appears in the attached decision beginning on page 17 and continues through 

page 20, as annotated at the top margin. The rema.ining sequence of text is repaginated 

accordingly. The date of issuance 0( the Decision is hereby changoo from AUgUst 1 to 

August 15, 1997, the date of this order. Under Section 1731 of the Public Utilities Code, 

an application (or rehearing of a Commission decision is to be filed \vithin 30 days after 

the date o( issuance. Therefore, for purposes of determining the 3O-day period for the 

filing of any applicatiOl\ for rehearing, the applicable decision issuance date is 

August 15, 1997. 

In all other respedsl the previously mailed version of the Decision remains 

unchanged. There was no on\issiOn with respect to the Findings of Facti ConclusiOns of 

Law; or Ordering Paragraphs set (orth in 0.97-08-059. 

Parties are directed todeslroy the previonsly mailed incomplete version of 
D.97-08-059 and replace it with the complete version of the Decision which is attached 

- 1 -



R.95-O-1-043, J.95-o-I-ot4 ALJ/TRP/wav 

to this order. An eleclronic vcrs Ion of 0.97-08-059 which indudes the previousl}' 

omitted pag6 has also been posted to the Commission's Internet \Veb Site. 

Findings of Fact 
1. The version of D.97-08-059 which was mailed to partie'S omitted pages of text 

beginning on page 17 regarding Voice Mail resale. 

2. The complete version of the Decision is attached to this order. 

ConclusiOns of Law 
1. The date of issuance of D.97-08-059 should be change from August 1, 1997, to 

. A~gust 15, 1997; the e((~tive date'of this order . 
• ! 

, 2. For pU,rposes of determining the 3ri-day period for the filing of any application 

for rehearing, the applicable decision iSsuanCe date is August 15, 1997. 

ORDER 

IT 18 ORDERED that the attached version of Decision 97-08-059 which includes 

the pages relating to Voice Mail shall replace the previously mailed version of the 

decision' which omitted theSe pages. 
This order is efrective today. 

Dated August 15, 1997, at San Francisco, California. 
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lsI \VESLEY M. FRANKLIN 
WESLEY M. FRANKLIN 

Executive Director 
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OPINION 

I. IntroductJOn 

By this dedsion, we address the outstanding issues regarding the COJnpelitivc 

resale of the retaillelerommunications services offered by Pacific Bell (Pacific) and GTE 

California, Inc. (GlEe) which ha\'e been designated for resolution in Phase III of this 

proceeding. This decision addresses: (1) the additiona1 retail servi(('s to be offered for 

resale to competitive local cMriers (CLCS)i (2) what restrictions on the resale of ser\'ices 

are appropriate; and (3) the extent to which wholesale discounts should apply to 
services subject to resale. 

II. Background 

\Ve initiated this joint rulemaking and invcstigation on April 26, 1995, as part of 

our overaU plan to open. alltelerommunicatio"ns markets within California to 

competition. The focus of this rulen\aking is on instituting competition in the local 

exchange sector of the telecon\n\unications market. 

\Ve have divided this proceeding into three phases. Phase I addressed issues 

relating to (acilities--based competition. Phase I1/ocused principally on the initlati6n of 

resale competition. Phase III was rcsen'cd [or resolution of all remaining issues within 

the scope of this proceeding. 

We initially opened the local exchange market to resale competition within the 

service territories of Pacific and GTEC in Febnlary 1996 with the issuance of Dedsiort 

(D.) 96-02-072, in which we approved operating certificates lor an initial group of 59 

resale-based CLCs. 

Later, in 0.96-03-020, we adopted interim rules (or the competitive resale of local 

exchange carrier (LEC) service within the territories of Pacific and GTEC by authorizing 

the resale of a r.mge of LEe services at interim wholesale rates. However, there 

remained a number of resale-related issues yet to be resolved to allow for fruition of a 

truly competitive market. 

In D.96-03..();'O, we adopted an interinlwhoJesale discount of 17% (Or Padfic and 

12% for GTEC, and applied these discounts to a range of services to be offered lor 

-2-



R.95-0-I-0-I3, J .95-0-1-044 A LJ /TRP fWd\' 

r~sal~. For r~fdenUa' scfviC('s, however, we adopted discounts of 10% (or Pacific' and 

7% (or GTEC.1 Other s('(\'ices, such as Centrex and Customer·owncd Pay Telephone 

(COPT), were offered (or f(-sale with no discount pending (urther re\'iew in Phase fll. 

\Ve address the applicability of whol('sate discounts to spe-cific scrviCX'S in Se<tion IV.B.2 

below. 

The wholesale rates we adopted in 0.96-03-020 were interim only, with the 

de"elopment of final wholesale rates to be deterTnined in the Open Access and Network 

Architecture Devetopm~nt (OANAO)proceeding. \Ve also left in place certain 

restrictions on tIle resate of some LEe services pending further examination oltheir 

necessity in Phase III of this proceeding. For example, we left in place the use-and·user 

restrictions on the sate of resid('ntial acCE'SS Jines. \Ve reStricted the resate of 

Centrex/Centr~Net only to single businesses as a business system as weH. 

By Adn\inistrati\'e L'lw Judge (At)) ruling issued 01\ March 28, 1996, parties 

v .. 'ere directed to file written comments oil outstanding Phase III resale issues. 

Comments were filed on April 18, 1996, and reply comments on April 29, 1996. Parlies 

filing Phase III resale conlments inCluded the following: 

List of Parties Filing Phase III Resale Cominents 

• Pacific 
• GTEC 
• California Telecommunications Coali~ion (Coalition) 
• OffiCe of Ratepayer Advocates (ORA) 
• AT&T Communications of CaHfotnia,lnc. (AT&t)/ 

Mel Communitations Companies (Mel) 
• Sprint Communications 
• MFS Intelenet of California 
• Citizens Utilities 
• California Cable Tele\'ision Association 
• Time Warner AXS of California 
• Telecommunications Rfisellers Assoc,iation (TRA) 

I InD.97-04-090, issuoo April 23, 1997, regarding Padli~'s AppJit.ltion for Rehearing 01 
D.96-ro·()20, we granted it mOdification of the residential discount rates to renett 17% for 
Pacific and 12% (or GlEe. 
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• California P~\yphone Association (CPA) 
• G-Fivc Corp and San Diego Payphone Owners Association 

(C-Fi\'e)l 
• Business Telemanagement, Inc. (BTl) 
• \Vorking Assets Funding Scrvi«" In('. 

Following receipt of the April 29, 1996, comments, we deferred further action on 

Phase III resale issues pending regulatory action at the federal level. The resale rules 

adopted by this Commission must conform to the Federal Tcle<omrnunitations Act of 

1996 (the Act), signed into law on February 8,1996, and subsequent implementing 

orders adopted by the Federal Communications Commission (FCC). The Act mandated 

competition for local exchange service among telecommunications tarriers throughout 

the United States. 

On August 8, 1996, the FCC released its First Report and Order implementing 

rules for local exchange con\petition, including resale competition, as provided under 
". .-

the Act.' In implementing § ~51(c)(4) of the Ad, the FCC determined that, with the 

exception of short-tenn promotions and cross-class selling of Tt'siritlllial services, all 

restrictions on resale arc presumptively unreasonable. (First Report alld Order at 1939:) 

Accordingly, Pacific or GTEe may impose other restrictions "only if ""rOPt'S 10 t"t~ Slale 

(onm';SS;cllf I1,at lilt Tt'str;clioll is rt'flsollable and 1ll'l1ldiscrimiualOry." (47 CFR § 51.613(t), 

emphasis added.) 

The First Report and Order also adopted a range of default wholesale discounts 

of 17%-25%, derh'ed from an avoided cost study MCI submitted, as modified by the 

FCC. The FCC Order stated that state commissions must use default wholesale 

I G-Fh'e Corp is an aggregatoi- of ca.1ls fi'l)Il\ cus.tomer-owned pay telephones for routing of such 
caUs to intralec,,} A«css Transport Area (inlraLATA), interlA TA, and interexchange earners 
(lXCs). San Diego Payphone Owners Association is a trade association of owners of pri\'ate pay 
telephones in the San Diego metropolitan are.'. 

) Implemmfalioll tf '"t LXtl' Compdilion Prottisions 1"11 tI't' Ttl«otll11l11Ilita I itmsAct of 19961 

CC Docket No. 96-98, [rrfen.-ollt1f'.-litltl ~'[t'''i1J uxa' Exchauge Carriers and Com;1Ierdal Radio Sen/jet 
Pro~tMcrs, CC (A.xket No. 95-185, Fi.rst Report and Order, FCC 96-235 (ret Aug. 8, 1996). 
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discounts within the 11%·2.5% range whNe a rdte established by a state before the 

release date of the FCC Order was based on a study that did not rompl)' with the 

criteria described in the FCC Order. 

On Octob('r 15, 1996, the U.S. Court of Appeals (or the Eighth Circuit issued an 

order which stayed. the FCC's pricing rules (or unbundled network elements tUNEs), 

wholesale serviCes, and transport and termination pending a deCision on the merits of 
. - - - ), . 

the appeals of the FCC Intetconnection Order filed by several parlie$.- The Circuit Court 

stayed the FCC's wholesale pricing provisions because it assumed that the petitioners 

were likely to prevail in arguh\g that the 1996 Act did not grant the FCC the power to 

issue prking rules. The Circuit Courl also stayed the FCC's "pick and choose" rule 

which could allow CLCs to pick and choose portions of other CLCs' interConnection 

agteetnents to fashion an agreement of their oWn. As of this date, the stay remains in 

effect. 

The Circuit Court's stay of the FCC Interconnection Oider did riot negate the 

effectiveness of the remaining provisions of the ?rder relating to resale restrictions a'nd 

resale terms and conditions. The Circuit Court stated: 

it ••• we have decided to stay the operation and efleet of ('I1lly the pricing 
provisions and the 'pick and choose' rute contained it\ the FCC's First 
Report and Order pending our final determination of the issues raised by 
the pending petitions for review/' (Emphasis added.) 

The CirCUit Court did not stay' the FCC's rules prohibiting resale restrictions, except 

where the'restriction could be demonstrated to be reasonable and nondiscriminatOJY. In 

additionl the Act, itself, remains in full [otre and effect. 

On September 10, 1996, a subsequent ALJ ntling solicited (urther comments 

regarding what changes, if any, in the Commission's adopted resale policies should be 

implemented t6 be in compliance with the Act and with the FCC's August 8,1996, First 

• Iowa [ltilili(S &:~1rl1 I'. FCC, Order filed October 15, 19'96 (8'" Or "996). 
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Report and Order, as modified by the Circuit Court sl~')'. Comments pursuant to the 

laUer ruling were filed on Cklob(,f 8, 1996 and reply comments on (klobcf 18, 1996. 

Since the issuance of 0.96-00-{)20, a number of CLCs have entered into contracts 

with Pacific and GTEC which pro\,ide for the resale of various LEC rctail services. In 

instances where CLCs and LEes have been unab1e to reach mutual agreement On the 

terms of interconnection and resate arrangements, the contract disputes ha\'e been 

submitted to the Con\luission for arbitratioll, pursuant to the pro\'isions of § 252(b)(1) ()f 

the Act and our own implementing rutes adopted in resolutions ALJ·167 and ALJ·l68. 

As provided under § 252(d) of the Act, the state commission must resolve 

arbitrated issues in a n\armer consistent \\'ith the pricing standards contained in the Act. 

The state cornnlission cannot appro\'e an intercom\e<:tion agreement arrlved at through 

arbitration that does not meet the requiremcnts of § ~51 of the Act and the standards set 

forth in § 252(d) of the Act relating to pricing lor interconnectioIl1 network elements, 

transport and terminationl and \vholesale rates. (§ 252(e){2){8) of the Act.} A number of 

the resale issues in dispute in this proceeding have been addressed within the limited 

context of some of the arbitrated agreements approved h}' the Commission. To the 

extent the resale ntles adopted in this decision are inconsistent with the outcomes 

reached in the arbitrated agreements, the agreements must be modified. 

m. PrOcedural Issues 

A. Parties' Positions 

Parties disagree regarding the procedural approach the Commission 

should use to address remaining disputes over CtC resale issues. Pacific and GTEC 

believe no further action should be taken in the loci,1 Competition Proceeding 

regarding resale issues. Pacific and GTEC view negotiations and arbitrations among 

individual carriers as the appropriate vehide for resolving currently pending resale 

disputes. Pacific believes permanent wholesale rates should be detemlined in the 

OANAD proceeding. 

Given the ongoing arbitratiori proceedings and the stay of the're&lle 

pricing portion of the FCC's First RepOrt and Order, Pacific claims the Commission is 
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under no obligation, legal or othen\'isc, to implement the First Report and Order in this 

proceeding. Pacific believcs it would be wasteful of resources to address the same issues 

in this proccedlng that are being resolved through the arbitr"tion prO«'ss with 

individual carriers. GTEC claims the Act mandalcs negotiation by the parties prior to 

. the Commission establishing any terms and conditions for the resale of services. (The 

Act, § 252(c)(I).) Subsections 251(b)(1) and (c)(4) of the Act set forth the duty of 

incumbent LEes to negotiate in good faith the particular terms and conditions of resale 

agreements with other carriers. 

In the event the Commission should choose to address further resale 

issues in this prO<'t.~ing and to otder more LEe services be made available to all CtC 

ieseHerS at a discount, Pacific beJieves this action WQuld constitute a change to 

D.96-03-020. Pacific also argues that the further removal o( generiC resale restrictions in 

this proceeding would change D.96-0l-020, and that such changes would re-quire 

(urther evidentiai}t hearings. Patific cites § 728 o( the Public Utilities (PU) Cooe, stating 

it permits rate changes only "after a hearing." Pacific claims that PU Cooe § 1708 

requites"notice to the parties" and the same i'opportunity to be heard" as specified in 

PU Code § 1705 before a Commission order can be changed. PU Code § 1705 requires 

that in all hearings, parties are tlentltled to be heard and to introduce evidence." Pacific 

states that n\ere opportunity to comment on resale issues is not enough .. and the phrase 

"opportunity to be heard" implies that a party must at least be pem)itted to prove the 

substance of its protest rather than merely being allowed to subn'l\t written obje<:tlons to 

a proposal.'" Pacific cites City 0/ Los Angilrs tJ. Public Hm. Comm'", 15 CalJd 680 (1975), 

wherein the Supreme Court stated that, "{T)he commission must hold a (ull hedring 

before the promulgation ()f a generalrate tarifl (PU Code § 1705; Cal. Admin. Code, 

title 20, §§ 5~, 59~6t, 64, 68-70, 75-76).' 

S Calijornil,· Tmckitlg Ass"1I t'. Public. Util. Comm'", 19 Cal3d 240, 244 (1979). 

, 15 Cal.3d at 698-99. 
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P,lcific claims that the cvidenliary he,uing hdd in Phase II d('alt onl)' with 

evidence on the r('Sale of basic service, and that the record in that phase cannol be the 

basis for discounting addilional services such as Centrex and Private Branch Exchange 

(PBX) trunks. Pacific claims that resate of Centrex \\-as beyond the scope of the Phase II 

hearings, and that there are no facts in the record to support a discount on Centrex, nor 

to support unlimited resale of Centrex. 

The Coalition-believes that the Commission should resolve the remaining 

resaJe terms and conditions issues in this proceeding based on written comments. The 

Coalition argues that the stay of the FCC order covered only limited provisions, and has 

nO impact on the resale restrictions issues. The Coalition objects to Pacific's proposal to 

address an remaining resale iss\tE:'S in OANAD. The CoaHtion states that OANAO was 

intended to address the unbundling of Pacific's and GTEC's local exchange networks 

and the establishment of cost-based prices for those net\\'ork clements. The Comni.ission 

decided in 0.96-03-020 that the issue of permanent wholesale rates should also be 

addressed in OANAO. The Coalition argues, however, that OANAD was only 

supposed to addresS the issue of pam a nt'll , wholesale rates, and that other local 

competition resale issues, tenns, and conditions have always been, and should remain" 

within the scope of the local competition proceeding. 

The Coalition disputes Pacific's claim that evidentiary hearings are 

required in this proceeding to remOVe existing resale restrictions and argues that 

Pacific's reliance on PU Code § 1708 is misplaced. The Coalition argues that Pacific's 

assertion that hearings are necessary is contradicted by Pacific's own arguments in the 

OANAO proceeding. In that case, Pacific argued that I'trmallf'llt wholesale rates could 

be set through comment cycles without cvidentiary hearings. 

GTEC believes the only further action for the Commission to take 

regarding resale issues is to mediate disputes in negotiations between LEes and 

resellers, if asked by a party to do so, to approve or reject an agreement, or if the parties 

cannol reach an accord, to impOse resale conditions" pursuant to oompulsory arbitration 

which are applicable only to the parties to the negotiation. GTEC does not believe, 
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however, the Commission should adopt any further generic resale rules in place of 

individual negotiations or require the filing of wholesale tariffs. 

TRA argues that although arbitrated and negotiated inter\."Onncction 

agreements are publicly available, exclusive use of them (or determining terms and 

priCes , .. -ould prove unwieldy for most parties. Instead of being able to refer to a single, 

condse compilation of rates, termsl and conditions of sen'ice, rescUers would have to 

obtain copies of each of the growing number of interronnection agreements that have 

been filed and approved by the Commission in order to detennirie the pricing and 

terms of the LECs' wholesale offerings. ~loteover, white the rates for Wholesale services 

determined in arbitrated agreements will ostensibly be available to other parties under 

similar terms and conditions, each reseller' would still have to go through the proct>.:;c:, of 

establishing its oWn interconnection agrt.""Ctnent. 

TRA believes that, except for the very largest carriers, most ClCs will not 

have the capability to effectively negotiate or arbitrate agreements with Pacific or Other 

LECs. They will be outmanned and out(unded on ever), issue, resulting in delayed 

market entry {or new competitors and a significant, if not con\plele, barrier to entry h}' 

smaner carriers. TRA argues that in order to fully open the local exchange marketplace 

to competition, PaCific and GTEC must be required to tariff their wholesale offerings. 

B. DiscussIon 

We conclude that the instant proceeding is the appropriate doCket in 

which to address all outstanding resale issues, including the propriety of remaining 

restrictions on the resale of LEe telecommunications services. The only exCeption wiH 

be the determination of permanent wholesale rates, an issue to be resol\red in our 

OANAD rulemaking. \Ve have previously indicated in D~96-03-020 and by ALJ ruling 

that outstanding issues relating to remaining resale restrictions and the applicability of 

a wholesale discount would be addressed in Phase III of this proceeding. \Ve find 

unconVincing the reaSOns oflered by Pacific or GTEC to change our procedural plan at 

this point. The fact that SOme of the same resale issues under consideration ill this 
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rulemaking havc also been addressed in "Mious arbilr,ltion C.1SCS dO<'s not relieve us of 

the need to resol\'e thesc issues in this rulen\aking. 

\Ve disagree with GlEe that the prOC('ss of arbitr.1Uon is a sufficient 

procedural vehide to implerl\ent local exchange resale romp(\tition. Arbitration dO<'s 

not supersede our generic rulemaking process. There is nothing inconsistent between 

the uSe of arbitration to resolve indi\'idual disputes and the adoption of generic rules to 

address some of the san\e issues resolved in individual arbitration cases. \Ve are not 

precluded by the Act from adopting generic rules and requiring the LEes to file 

\\'holesale tariffs prior to negotiation between LECs and CLCs (or resale arrangements. 

As stated in § 261(c) of the Act: 

"Nothing in this part precludes a State from impOsing 
requlren\cnts on it telecommunications catrier fot intrastate 
services that are neCessary to (urther competition in the provision 
of telephone exchange service or exchange access as long as-the 
stale's requirements ate not intonsisteritwith this pari or the 
Commission's regulations to implement this part." 

Likewise, the FCC in its First Report and Order acknowledges the 

authority of the states to conduct their own rulemakings and investigations into costing 

and pricing. SpeCifically, the states "may permit recovery of a reasonable share of 

forward-looking Joint and common costs of network elements." (Fitst RepOrt and 

Order, 1620.) 

The outcomes reached in the arbitration cases ate not precedent setting, 

and only apply to the individual carriers involved in the arbitration. The limited time 

and resource constraints committed to the arbitration cases decided to date have not 

permitted the opportunity to develop a full record on. all of the substantive issues 

relating to resale of LEe services. Moreover, our arbitration decisions have not 

produced flnat guidance on resale issues even within the limited context of the 

arbitrated agreements. OUr arbitration decisions were tendered with the understanding 

that the interim resolution reached would be subject to modification based on future 

Commission decisions in ollrgeneric road map rutemaking~and.in\'estigation 

proceedings. (e.g., 0.96-12-034 at 11-12). 
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\Ve disagree with GTEe that (Qntracls (or r('Sale arc a sufficient me,lns of 

otfcring whoJesate services to CLCs. As noted by TRA, smaller CLCs in particular may 

lack the rcsour(('S to eUe<tively negotiate or arbitrate satisfactory resale agreements 

with the LECs. In addition, PU Code § 4S9l'equires public utiliti('S to file tariffs 

containing "rates, tolls, rentals, c·harges and classifiCations ..• " Mere reliantc on 

contracts entered into by various CLCs and LECs through'arbitration (ails to satisfy the 

tariff requirements of PU Code § 489. \Ve shall therefore require LEes to file wholesale 

tariffs for each o( the services authorized for tesale pursuant to this decision to the 

extent they have I\ot already done so. 

This is also the ptoper docket to address the applicabilhyof wholesale 

discounts to those resold services which have n6t previously been subject to any 

wholesale discount. However, thedelelmination of (inal wholesale discounts based 

upon av:oided cost studies belo)\gs in the OANAD proceeding where a further 

evidentiary record will be developed. 

We conclude that further evidentiary hearings on resale issues are not· 

required in ordet to establish the additional rules tegarding resate adopted in this 

decision. The requirement for hearings under PU code § 1708 does not apply t6 the 

situation we lace here. PU COde § 1708 applies to situations where provisiot\s adopted 

in a Commission order which were based u)X)t\ eVidentiary hearings are being changed 

without hearings. In this decision, We are not changing any of the provisions 01 the 

Phase II order which were based upon evidentiary hearings. In Phase II, we held 

evidentiary hearings to establish wholesale discount rates for resale serviees, but relied 

upon written comments tor addressing resale restrictions. Likewise, we (ondude that 

further resolution of resale restrictions can be resolved in Phase III based upon written 

comments only. 

The 12%/17% discounts were established based on Phase II evidentiary 

hearings. The evidentiary record from Phase II together with filed Phase III comments 

form a su(fident basis to determine whether the existing avoided-cost discounts should 

be appli~ to·additional servk~s. Since the avoided costs used to compute the 12% and 

17% discount rat~$ were derived based on the aggregate of aU LEC services, it is 
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consistent with the record already de\'e)opcd in Phase JI to apply these discQunts to all 

retail services. Sinc:c we are not relitigating the amount of the discount (or purposes of 

this decision; but merely applying the previousiy adopted Phase II dis('()unts to the 

relevant retail servicesl there is no requirement (or further evidentiary hearing for this 

limited purpose. 

~1ore()\'er, We indicated that the interim resale provisions adopted in 

0.96-0..1-020 wete temporary, and that we \\'outd consider making (urther modificati~ns 
to the terms and (Onditions of resale in Phase HI ofthi-s proceeding. 11lUS1 the 

pto\'isions of this decision metely" carry fon ... at~the mandates of the Phase II decision 

to move ahead with further implementation of resale competition. 

IV. Substantive Issues 

A. Scope of LEe Services Subject to Resale 
0.9rr03-020 authoriied the resale ~( certain Category II local exchartge 

services eifedive ~ltuch 31~ 1996, as set (orthir\ Table 1 below: 

Table 1 

" Category n Servites Subject to Resale 

• Residentia.l1FR and IMR service 
• Business 1MB service " 
• Local usage~ Zone Use Measurement (ZUh{)1 and Extended 

Atea. Service (EAS) 
• All \'ertical"ieatures (except (or graridfatheted services) 
• COPT line and features 
• CenttexlCenltaNet 
• Integrated Services Digital Network (ISDN) 
• IntraLATA toll 
• Private lineS (except grand fathered services) 

Since the issuance 'of D.96-00-{)iOI We have taken further steps to move 

toward a cOmpetitive local exchange resale markel.D.96-03-020 Jilnited resale tocertain 

LEe scn'ices in existence as of f..1arch 31, 1996, thee(fedive date of the dedsion. By 

0.96-12-076, gninting the Petiti~~to MOdi(y O:9Ml3-020 filed by Sprint, AT&T, and 
~1CI, \veext~nded -the:~esaleauth6rjzattons of D.96-()~02(j to apply Piospettivelyt~~n 
new LEe retail services offered for the first time aft'er lvfarch 31 1 1996, the eflective date 
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of 0.96-03-020.1[\ particular, we directed the LEes to make Caner ID service a\'ailable 

for resale effective immediately. 

Pacific and GTEC were each also directed to file a report listing any ne'''' 

retail services ,\,hich became available since the eflecti\'e date of 0.96-03-020 together 

with their plans (or making such services available on a wholesale basis. Such a report 

was filed on January 6, 1997, by Pacific and GTEC; and is included in Appendix C of 

this decision. We also ordered that to justify restrictions on the resate of any new retail 

services, Pacific and GtEC were requited to file motions in this docket showing why 

any proposed resale restrictions 01\ new services were necessary, reasonable or 

nondiscriminatory pursuant to § 51.613 of the Code of Federal Regulations. 

In acCordance with the Act, we now consider what additional LEe 

services should be authorized for resale. 

1. Parties' Positions 

Parties disagree roncerning the specific services which should be 

made available (or resale, as requited under the Act. Pacific claims that the Act does not 

require an retail services to be resold, hut only "telecommunications seIVices" as 

defined by the Act. Pacific claims that certain of its retail services are not 

"tele«>n\munications servicesu as defined by the Act, and need not be resold. For 

example, Universal Lifeline telephone Service (UL 1$) is a state-mandated billing 

mechanism used inoortjunction with Patific's residential services, and is not itself a 

terecommunicatlons service, according to Pacific. Pacific atguesthat resellers can 

provide UL TS by reseJling Padfic's residential services, and by applying to the UL 15 

Fund (ot ULTS subsidies (or qualifying end users. Pacific objects to makings its ULlS 

available for resale because it win then have to police resellers and there will be no 

check to ensure they charge appropriate ULIS rates. 

Additionally, Padfic claims enhanced services such as voice mail 

are not subject to resale, since the Act does not include enhanced servkes in its 

definition of IItelecommunitations services." Padfk claims that inside wiring is not a 

"telecommunications service," and therefore objects to making the service available for 
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resale. Pacific datnls its competitors have the same ability to offer inside wiring servj«,s 

as does Pacific, be(ause they (an hire one of the many companies providing this service 

or hire their own employees to install and maintain inside Wiring. In Appendix B Isa 

list of retail servict's which Pacific aHached to its October 8, 1996, comments, which it 

daims are not telerommunkations services and which it does not intend to offer (01' 

resale. 

subject to resale; 

GTEC notes that the' FCC found that the (ollowing should not be 

• exchange access Se~vi~s (Order, 1873, 7~); 

• serviceS purchased by a party which i~ nota retail 
subsrribet asdescrib~ in § 25t(~)(4):·(Qtd_er,1·87t.} 

• services which do not (all within the definition of . 
"telecon'ln\unicati61'1s 5erVicesu urtdei § 3(46)~ lnciudirtg 
information serviCeS, enhanCed.services such"asvoke . ' . 
n\essagin~ an~ ,itelephoneequipment/' ,which is defined 
separately (I'om serviCes under § 3(50). (Otder'~ 1871.) 

• independent public payphone service at" a \vho!esale rate. 
(Oider,1 876.) 

• residential services to-custorners \\~ho arc ineligible to_ 
subscribe to such servkes (rom the LEC. (Ot~er, 1962.) 

- - -." 

• slates may ptohihit the resale o( lifeline 01' other means
tested selVice offered to ~t\d users not eligible to obtain 
from the LEC. (Order, 1962.) 

. . . 

• .LEC ptomotional oI(eiing~()f up t09-Q days need not be 
offered at a discount t6 i'esel1ers. (Order, 1950.) 

• State commissIons may determine if there ate reasonable 
resale restrictions on promotions. (Otder, 1952.) 

• § 251(c)(4) does not requite an LECto disaggregrate a . 
retail 5ef\'ice into more discrete retail services. (Order, 
1877.) 

The Coalition argues that unless aU LEe tetailServices are made 
. . . ~ ~ 

available fot resale, ClCs will notbe able to offe'r the same services f6 their customers, . 
• . ' - - :" ", • • . ' ~ ~. '_ • _ >, r _ . ," _ ,'. - i: '-, 

which will significantly undermine the CLCs' ability to compete with the LEes. The 

Coalition argues that consistent with the Act, the LEes should make all retail end·user . 
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secvires 3\'ailable (or r('Salc, including disoount plans for serviccs such as toU and 

vertical features, PBX trunks, foreign cxchange servicc, insidc wire, J voice mail, and 

pronlotional offerings. The Coalition claims the LECs have denied etc reseUers the 

abilit)I to resell inside wire and voice-mail sen'ices to gain a competitive advantage 0\'(,[ 

new cJ\lral\ls, and that, without access to \'oire mail, many customers will be unwilling 

to switch to a new carrier. Absent the availability of \.oUemail (or resale, CtC tesellers 

will have to purchase data Jinks and multiline hunting group in every cnd office in 

order to offer voice mail services. The Coalition argues that it is not economically viable 

for resellers to offer voice mail from a separate pJatform given the expellses the reseller 

will havc to incur. 

AT&T/~tCI dispute PaCific's claim that ULTs is not a 

tclerommunic.ations servi((', and argue that Ul:fs is provisioned in exactly the same 

way as basic exchange service. AT&T IMeI believe that ULTs should be offered for 

resale subject to the r~uiretnent that only qualifying r~tail customers receive UL'IS. 

Telecommunications Carriers of los Angeles (TCLA) adds the following services which 

it believes should be available for immediate resale: Foreign Exchange Line (FEX) 

service, Remote Call Fonvarding (ReF) service (as distinct from Directory Number Call 

Forwarding), O((-Premise Extension Service, "Number Retention Service," all 

"Broadband" and "Fast-Packetll services, and Primary Rate ISDN. \Vorking Assets 

argues that this Commission must guarantee that small companies wiH have access to 

all of tile products which Pacific sells to its own retail telecommunications customers. 

In its April Comments, Pacific asked the Commission to abey the 

resale of semipublic service until completion of the FCC payphone rulemaking and 

listed a number of necessary terms and conditions if semipublic service ' ... ·ere resold. 

The FCC decision implementing § '1.76 of the Act subsequently detemlined that ILEC 

pay phones are Customer Premises EqUipment (ePE). Pacific argues that since the Act 

'Ti~e Warner does not agree that I'adfic's and GTEC's insid-e wire maintenanCe plans should 
be available (or resale. 
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requires (('sale of only telcromm\UlictlUons sefviccs, not CrE, the FCC d('('ision 

pc('(')ud('s 1"('5"le of Pacific's S('nlipublk service. P,lcific sugg('sts a COPT providN 

wishing to offer the -cquival('nt of semipublic' service ("1" simply place its payphonC'S on 

Pacific's COPT line or a etC's COPT line and provide service to the site owner. 

Consequently, Pacific believcs this Con\n\ission need not further consider the issue of 

resale of Semipublic service. 

ORA does not believe that semipublic telephone service should be 

authorized for (('Sale at thiS time. SemipubJic telephone service is currently provided by 

the LEes as a bundled service. Therefore, if this service is subject to resale~ the resellers 

would also need to provide this serviCe as a bundled sen'ire, and must first purchase 

the required basic access line serviCes from the LEes and perhaps the cquipinent and 

other features as well. 

2. DlscusslOn 

In 0.96-03-020, we authorized the resale of certain LEC retail 

services by CLCs. Since the issuance of 0.96-03-0iO, further steps have been taken in 

progress toward the lull opening of telecollutlunications sen'ices to resale. On April 24, 

1996, Pacific filed an adviCe letter to introduce PBX Trunk Line Service, Direct Inward 

Dialing, and Identificd-outward-DiaJilig and Supertrunk lines for resale, but with no 

avoided-cost discount. As noted, 0.96-12-076 directed the LECs to n\ake avaiiabJe for 

resale new retail telecommunications serviCes which were offered to retail customers for 

the first time after March 31, 1996, the effective date of D.96-03-020. In response to this 

directive, Pacific n1ade available for resale 56 bps and 64 bps Connection to Switched 

Multimegabit Data Sen'ice, effective April 13, 1996. GTEC filed an advice leiter on 

March 19, 1997, to make the following services available for resale: 

• Coin Line Service 
• ControLink 
• Direct Inward Dialing Service 
• Director}' Connect Plus 
• Exchange ~rvices Mileage 
• Foreign Exchange Service 
• GTE Dial Data Link Service 
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• PBX Trunk Service 
• PBX DisCount Pricing Plan 
• Personalized Telephone Number 
• Reservation of Telephone Number 
• Rotary Service 
• Telephone Directory Services 
• Verification/Interrupt Service 

\Vc conclude that all remaining retail telecommunications serviCes 

currently being offered by the LEes, including those services summarized in 

Appendix A, should be made available (or resale, subject lothe specific exCeptions 

noted in our discussion below. 

Parties disagree on whether certain additional services qualify as 

"telecommunications services" as defined under the Act and whether they should be 

required for resale. Pacific provided only a bare listing of serviCes in its October 8 

comnlents not to be of(ered (or resale, with no desniptionof whateach service involves 

and no explanation to justify its classifiCation as a I\ontelecommunications serVtce. Since 

Pacific has failed to provide this infonriation, we haVe i\o"basis to evaluate whether an}' 

of these services should be restricted. Therefore, except fot those services disCussed 

belo\\', we shall defer ruling Ol\whether Pacific's list of serviceS in Appendix B should 

be exempted (tom resale pending an augmented. showing explaining what each serviCe 

is, and why it does not qualify as a "te}ecofrununlcations service" or should not be 

subject to resale. 

In the case of Voice Mail, we shall requite that Pacific and GTEC 

make the service available for resale to CLCs. Afthough Pacific argues that Voice Mail is 

not technically a "telecommunications servite" as defined by the Act because it is an 

enhanced or auxiliary service, we ate not limited by the FCC definition of 

IItel~"Ommunications services" in our discretion to authorize LEe retail services for 

resale. We have previousl)t taken a position that, under state authority, we retained 
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jurisdiction over cnhanred ser"iC\"s such as Voire ~tan and we prevailed in thilt 

argument' 

\Ve dir«t the resale of Voire h1aU bC<'auSC', in order to ("Ompele 

with the offerings of the LECs, CLCs must be able to offer the same set of S('f\,jres as the 

LEes. Since Voice Mail is among the bundle of services which arc of(ef(~'d by the LECs, 

ClCs need equal ac«'SS to these services (or putpoS(>S of resale. Furthermore, Voice 

Mail is a highl)' technical product that rna)' require a signifkant upfront investment 

from new entrants if they were (orCed to provide their own platform. \Ve bt:>Jie\'e that 

such investment may make sense o\'et time, after reseUers have acquired customers, 

particularly residential customers. These elements combine to make Voice ~1aj) a 

product n\ore difficult to tepli<:ate, and, if not addressed, wiH thwart the development 

of resale-based competition in the near term. Therefore, it is appropriate to require that 

Voice Mail ben\adesubject tomandatoryi('sale. However, prior to imposing adisrount 

on Voice Mail, we will explore these and other issues, as explained below. 

Since Voice l\1ail is a Category III retail sen-ice, it is not SUbjeCt to 

price regulation. Therefore, consistent with the Category Illireatn\ent of retail Voice 

Mall ser\-ice, we shall not prescribe a specific discount for the wholesale offering of 

Voice Mail at this time. 

Nevertheless, white we shall refrain from prescribing a specific 

wholesale margh} for Voice Mail at this time, we shall require that LEes offer Voice 

Mail (or resale at no greater lhart the relail tariff rate. Furthermore, LEes should offer 

reseUers the same discounts that similarly situated retail custonlets of Voice Mail 

receive. For example, should retail customers ftxeive \'olume discounts, we order that 

the same discount apply to sin\ilar volumes purchased by CLCS. FinallYI to mitigate 

possible price discrimination by the LECS, we shaH prohibit resale restrictions on voiCe 

mail. 

• Catiji.lnlilt p. fCC, 90S F.2d 1217 (9"" Cir. t99O). -
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\Ve rcmain concerned about the potentia) of the LECs to set 

wholesale prices for VokeMail which havc the dfed of cUl"bil'tg competition. If CLC 

resellers cannot rcadily find rompeting providers of Voice Mail servires, they could bc 

forced to pay prices to the LEC which atc too high to pemlit competiti\'c res.'tle of voice 

~fail. Howe\'er, it is too early to tell if this will indeed occur and further inquiry is 

needed. Moreover, we authorized the LECs in D.96-03-020 to bundle Category 11 and III 

serviceS as long as customers are able to purchase the individual services separately at 

tariffed rates and proper imputati?n of price floors fot each separatel)' unbundled 

Category II service is verified. We plated Pacific and GTEC on notice, however, that any 

bundled arrangements they enteted into pursuant to our adopted rules are subject to 

applicable antitrust laws regarding uI\la\vful tying arrangements. Tying arrangements 

generally involve the supplieris use of economic leverage in the market for one product 

to curb competition in another product and deny ctlstomers a free choice with respect to 

the products they putchase. \Ve wish todc\'elop the r~ord in this case to see if the 

incumbent LECs have engaged in the proscribed tying arrangement. 

\Ve shall therefore reconsider the availability of market alternatives 

(or Voice Mail and whether a malldatory discount should be imposed at a later date. 

We shall direct the AL) to issue a ruling setting a schedule for further ror'nment on these 

issues. The ruling should invite comments on tOpICS including, but not limited to: 

1) whether residential and business retail customers of CLC resellers can separately 

subscribe to the VokeMail Services offered by the incutnbent LEC- s at 

nondiscriminatory rates, terms, and conditions; 2) whether there are Voice Mail 

providers that serve as significant market-power checks to the incumbent LECs' 

residential and business Voice Mail offerings; 3) whether the incumbent LEes have in 

(act behaved as if their Voice Mail services are fully competitive by engaging in 

goodfaith negotiations with ClCs to be their providers of wholesale Voice Mail service; 

4) following the responses to questions 1,2. and 3 abo,'e, whether the Voice Mail retail 

offerings of the incumbent LECs shOUld be reclassified as Categoty lot II serviCes; 

5) whether the Commission may, under the New Regulatory Framework, imp6Sea . 

wholesale discount on a service that is classified as Category III for retail purposes; and 
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6) whether the 17% and 12% discounts applioo today to the retail se(\'i(('s of the 

incumbent LECs n\ade available for res..'lle are rcflIXlive of the avoided costs for Voice 

f..1ail services (this is parlicularly relevant to P"cifi{', which offers Voice Mail through a 

separate subsidiary). The Assigned AL) will work with the Assigned Commissioner to 

develop a schedule that will perrnit the Commission to fully explore thl'Se issu('S, and 

any others that rna}' arise . 

. Tunling to Inside \Vire Repair/Maintenance, we shall not require 

Pacific or GTEC to resell their serviCe plans or maintenance services. Pacific and GlEC 

currently offer their retail customers the option of paying a fixed amount (or a service 

plan ·which entitles customers to any necessary maintenanCe and repair scn'ice (or 

inside ''''iring. If custoincrs do not subscribe to "this service plan, a customet needing 

repair service may pay Pacific or GTEC a separate charge (or these services when or if 

needed, or the customer may caU an independent vendot offering this service. 

Pacific argues sJ'ffificatly that since there are independent vendors 

which offer inside wire nlainlenance sen'ice, it is unnecessary (or CLCs to rely upOn 

Pacific to make its inside wire repair Imaintenance service availabJe (or resale. 

\Vhile we recognize that resellers' ability to compete with the LEes 

may improve by offering inside wire services, we find no conlpetHng basis to require 

the LECs to offer their inside wire serviQ:>S fot resale to the CLCs as long as there ar'e 

independent vendors available toClCs who can provide this service. The incumbent 

LEC has no competitive advantage over CLCs where an independent source of vendors 

offering inside wire services is available. Therefore, there is no need to requite the LEe 

to offer its inside wire repair services or sen'ice plans (or resale to achieve competitive 

parity. And although the LEes oUer inside wire maintenance as part of a bundled local 

service package, sil'l\ilar to ,'oicemail, the two services can be distinguished. Inside wire 

maintenance and repair arc services which any certified electrician eim replicate. There 

are relatively low technical barriers to enter to this market and a relatlvely large base of 

qualified providers. 

We make this conclusion to not require. resale of inside wire 

maintenance and repair services notwithstanding the anachronistic dassification of 
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inside wire maintenance service as a Category 1I service. Inside wire maintenancc is a 

competitive service; yet for ratemaking purposes, the re\'enues and expenses stemming 

from it are treated "abovc-the-Jine" pursuant to our order in D.86·12099. \\'e adopted 

this policy primarily because of a concern that existrd at the time that "the inside wire 

o( residential and business customers might be so integral to the utilities' operation that 

the utilities would have a natural competitive advantage o\'er other firms in providing 

maintenance service." (Re Pacific Bell, D.90-()6.069/ 36 CPUdd 609,614) The 

fundamental conCern here is (or competition ill the inside wire market. Our action 

today to refrain ftom requiring a discount and resale of inside wire maintenance by the 

LECs furthers the same goal We attempted to meet in out classification of inside \vire 

maintertartCe abO\le the line by avoiding the chilling and interventionist e((ed a 

. mandated resale of this service would (reate in the inside wire maintenance market. 

We shall not require the LECs to offerUL TS tor resale. UL ts is not 

a telecommunications service as definoo by the'Act, but is a biBing mechanism to 

subsidize low-income customers. In D.96-03-020, we stated that "eLC resellers should 

receive reimbursement (ron\ the IULTS) fund for the ULTS service they proVide to end 

users,lI We conclude that this existing arrangement adequately cOmpensates the CLC 

reseUers (or providing UTLS exchange service to their qualifying end users and assures 

that ULlS service is only offered to low income customers and is not provided as a tow

priced aC(ess-line service to unqualified customers. The eXlsti)\g arrangement plares 

CLCs and LECs on an equal basis with respect to their ability to offer ULTS service. B)' 

not requiring the LECs to resell their ULTS sentice to the CLCs, we relieve the LEes of 

the burden of m()nitoring and policing the CLCs to ensure that only qualified end users 

receive the service. 

Uke\vise, we will not require the resale of semipublic service in 

light of the comments by both Pacific and ORA. No CLC expressed a particular interest 

in reselling this service. 

Promotional offerings of the LEes must also be made ~vailabfe (or 

resale in a manner consistent with the A~t. Under the -First Report and Order, an 

incumbent LEe shaH make available lor resale at a discount all promotional oUerings 
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except lhose in\'ol\'ing rates which will be in e(f(X1 (or 90 days or less. In its First Report 

and Order, the FCC established a pr~umplion that proJ11otional prices offerroJot a 

period of 90 days or tess need not be offered at a wholesale discount to rescUers. The 

FCC concluded that promotions of such limited length may S('rve procon\petitive ends 

by enhancing marketing-based competition. The FCC stated that proJ1\otional prices 

offeroo (or more than 90 da}'s must be offered (or resale at wholE.'Sale prices pursuant to 

§ 25 I (c) (4)(A) of the Act. The avoided-COst discount rate shall therefore be applied to the 

promotional retait' ratc (or an such plans exceeding 90 days. 

In recent advice lettet filings of Pacific. a question has been raiSed 

as to how the terms of resate arc affected where Pacific offers a promotional service free 

of charge for periods exceeding 90days. \Ve believe it is c:onsistent with the intent of the 

Act that anypron\otional offering exceeding 90 days should be offered to resellers at 

the price of the promotioh, less an avoided-cost discount. In cases where the 

pl'omotiona) prke approaches or reaches zero, the same principle should apply. The 

discount on a price of iero is zero_ The rese1ler should therefore be offered the 

promotional offering at a. wholesale price of zero. It \"'ould be inconsistent to appl}' a 

reseUer discount to a LEC's retail promotional price of one cent. btU to deny the rescUer 

recognition of the promotional ofiering merely because the LEe reduced the 

pron\otional price from One c::ent down to zero. 

For example, under its "Education First'l program, Pacific provides 

ISDN service to schools and libraries free of installation or service charges for a one

year promotional period.' Consistent with the adopted resale policy established here, 

we shall require that Pacific offer the ISDN "Education First" promotional service to 

CLCs at no charge fol' the same period of lime the service is available (ot free to Pacificts 

retail customers. We shall apply a similar requirement to other prol'notional programs 

of Pacific and GTEC which may be offered to retail customers (or a prescribed period 

without charge. 

t See Commission ResolutiOll T-15992, dated March 18, 1997. 
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\Vc hl'reb)' direct the lECs to offer for resate the additional 

te1('('()n\n\unic.\Uons services as requested by TClA to the extent they ha\,(' not already 

done so. These include RCF, O(f·Premisc Extension Service, "Number RelentiOl\" 

Service, and all "Broadband" and "Fast·Packet" services. 

B. Wholessle Discount Rates 

\Ve will now address two isSues related to wholesale discount rates. First, 

we must detennh\e if the amount of the discount adopted in 0.96-03-~iO should be 

changed. Second, we must determine if the wholesale discount should be applied to 

additional lEC serviCes offered f6r resale which are not prescntly subject to the 

discount. 

In 0.96-03-020, \\'e adopted interim wholesale discount rates of 17% for 

Pacific and 12% (or GTEC to be applied to 1MB, local usage, ZUl\1, EAS, vertical 

services for features l\ot covered under previously existing wholesale tariffs, and 

intraLATA toll. These discounts represented our best approximation of the avoided 

retail costs associated with these services. 

For residentiallFR and IMRservice, we adopted diSCounts of 10% for 

PacifiC and 7% (or GlEC.N \Ve further ordered in 0.96-03-020 that wholesale rates for 

coPT, Centrex/CentraNet, and private line sen'ices Were to be set equal to then

existing retail rates pending further Phase III review. \Ve authorized the resate o( ISDN 

at the theri~cuirerit retail ISDN tate subject to reevaluation once we resolved Pacific's 

pending ISON rate A. 95·12--043." Vertkal (eatures toveroo uridcr previously existing 

wholesa1e tariffs continued to be priced at then-existing wholesale tari(t rates. Directory 

assistance (DA) and other operator sentices \"tere not made subject to the avoided-cost 

disCounts at that time. 

»'n D.97-04-090 regarding Pacific's Application. for Rehearing of 0.96-03-020, we revised these 
discounts to 17% and 12%, respecti\*ely. 

II \Ve have sinCe issued D.97-03-021 in which we adopted reviSed (elail ISDN rates and directed 
that disrounts of 170/0 for Pacific and 12% (or GTEC be appJied to set who]esale ISDN rates. 

- 23· 



R.95-0-l-().t3,1.95-0-I-0-I4 Atj/TRP/w,,,' .!tr.t~:~ .~ 

1. General Issues 

a) PRrtles' PositIons 

Pacific and GlEC argue that in vIew of the st.l), of the resale 

pricing provisions of the FCC First Report and Order, this Commission is not required 

to change existing wholesale discount rates to conform to the FCC disc()unts. 

In its April 18, 1996, conunents, Pacific initially proposed an 

8% discount of( the rctaH price for new services available (or resale until it conducts a 

cost study showing actual avoided costs. Pacific offered to negotiate a different taTi(Ced 

discount with the CLCs requesting a service be made available (or resale. If agreement 

was not reached, Pacific proposed to arbitrate the appropriate discount before the 

Commission (with resale at the 8% diS('ount in the interim). PacifiC also proposed to 

arbitrate any terms and conditions for the services availabJe (or resale, it parties could 

not agree on them, either. 

In its October 1996 comments, Pacific subsequently 

ad\'ocated that the Commission's 17% discount was appropriate on an interim basis -

pending further determination in OANAD. Pacific believes that in light of its own 

preliminary cost studies filed in OANAD, this interim discount is acceptable. Pacific 

argues that the discount Tate computed by the FCC is overstated and should not be 

adopted by this Commission. 

Pacific argues that any interim \'.;holesale discount should be 

subject to a true-up after OANAD determines permanent ratcs. Pacific states that the 

interim wholesale discount rate is not based on cost studies of avoidable costs and thus, 

is inherently flawed. Pacific and GTEC believe that the 17% and 12% wholesale 

discounts overstate avoided costs. Pacific also claims that applying the 17% discount to 

the retaill'riu rather than the ec.lSt overstates the avoided costs. Pacific also contends 

that it double counts and overstates avoided costs to apply the 17% discount to an 

already discounted pricing plan. Pacific claims the imposition of such an arbitrary 

interim rate violates its due-process rights and will lead to' adverse financi~l 

consequences. Pacific claims a true-up reqUirement will make it whole for the losses 
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s\lff~red during the interim period, and will encourage other parties not to delay the 

adoption of permanent rates in the OANAO proceeding. 

Although the pricing n1les, including wholesale discounts, 

contained in the FCC's First Report and Order implementing the interconnection 

portions of the Act have been stayed by the Circuit Court, At&T/MCI argue that the 

Commission should nonetheless adopt the default discounts calculated by the FCC (or 

Pacific and GrEC. AT&T/MCI claim that the default discOunts which the FCC 

developed Were based on a six· month analysis of a robust record containing wholesale 

discount proposals fr(>m aU fndustry group segments, as well as an analysis of the resale 

orders handed down by various state commissions. Based upon revislons to the 

a\'oided cost Illooel supplied by MCI1 the FCC calculated specific whol~sale disrounts 

for Pacific and GTE, the laUer's based on its national oPerations, of 24% and 19%, 

respectively. AT&Tit\iCI prop6se that these discounts be adopted by this Commission 

and applied to an wholesale Sentices, including CentrexlCentraNet, ISDN, Operator 

Services, OA, and Private Lfnes.l-.iore6vcr, they propose the same discounts be applied 

(or services which were not initially nlade available (or resale--most notably PBX 

trunks. 

Time Warner, TCG, Sprint, and cerA do not agree with the 

basis (or, and amount of, the resale discounts in 0.96-03-OiO. Instead, they believe resale 

discoul,\ts should be determined as pari ol the costing process in the OANAO 

proceeding. In light of the Circuit Court's stay, ORA reCommends that the interim 

discounts adopted in D.96-03-0iO remain in place until one of the following two events 

occurs: 1) the First Report a~d Order is reinstated by court order, or 2) the Commission 

has adopted penl\anenl wholesale discounts in OANAO. ORA agrees with GTEe that 

the Comn\ission "should not at this time implement changes to its own resale rules" 

insofar as GTEC relers to resale prices. (GTEC's Opening Comn\ents (OC), p. 3.) In the 

event that the Commission determines it would be appropriate to revise the interim 

wholesale discounts prior to resolution of the stay of the Fitst Report or to adoption of 

permanent discounts in OANAO, ORA recommends the 24% and 19% discounts (or 

Pacific and GTEC, respectively, as derived under the FCC cost methodology. 
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Both th~ Coalition and ORA b~Jie\'(~ it is consistent with th~ 

Act to apply avoided-cost discounts to all services of(~red (or resale by LEes, without 

cx('('ptions. nlcrdorc, to th~ cxt~nt that thl'fc are currently no sCI"\'_ices whose rctail 

r,ltes ha\'c b~1l adjusted to cxclude avoidt'd retailing costs, th~ Coalitioll and ORA 

believe all retail scrvi('('s o fEe red by the LEes for r('Sal~ should be subject to discounts 

based on avoided retailing cost. 

b) Discuss/on 

\Ve must first determine whether the avoided-cost' discounts 

which we adopted in 0.96-03-020 should be modified on an interim basis pending the 

developmentol permartent discounted rates. We pteviolisly adopted a\'erage interil'tl 

wholesale discount rates in D.96-030-020 following evidentiary hearings. 

We find no basis at this thile to either increase cit reduce the 

interim wholc-salediscount rates of 17% and l~% for PaCific and GlEC, respedh·ely. 

Our intent in setting interi~" discount rates was to prOVide rropet economic signals to 

faciJities-based carriers (both LECs and CLCs) alld resale-based CLCs offering local 

exchange services. As preScribed under the Act, the wholesale rate discount is 

determined 01\ the "basis of the retail rates charged to subscribers for the 

telecOmDlunications service requested, excluding the pOrtion thereof attributable to an}' 

marketing. billing, collection and other costs that will be avoided."l! 

If discount rtltes wCre set in excess of avoided costs, . 

facilities-based prOViders, including the incumbent LEes, would be at an unfair 

competith'e disadvantage relative to resellers, and incenti\;('S would be present for 

(X'Onomkally inefficient pricing and investments. If dis(oUJ'lt rates have been set too 

low, incentives would be lacking [or the development of a competitive resale market. 

\Ve affirm here that the discounts ad'opted in D.96-03-0iO of 
17% for Pacific and 12% for CTEC and adjusted in D.97-04-090, offer the proper 

U Act .. Sc<tion 2S2(d)(3) 
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competith'c balance for interim purpoS<'S, and shaH remain in effe<l until permanent 

rates arc cstablished in the OANAO proceeding. 

\Ve r('jcct the proposal of AT&T and others to incr('t1se the 

LEe discount rati'S in this proceeding to conform to the discounts computed by the FCC 

using the Mel cost methodology. In light of the Circuit Court stay of the pricing 

provisions of the FCC Order, we are· under no legal obligation to adopt discount rates 

within the default discount range set forth in the FCC Order, or make any changes in 

our adopted wholesale discounts to refle<t the FCC methodology. Until or unless the 

stay of the FCC pricing rules is lilted and those rules ate upheld by the Court, we have 

discretlon to determine what discount tates ate appropriate. Further, the record in 

Phase III of this prOct.~ing is not adequate to.support our adoption of the FCC price 

methodology at this time. \Ve arc de\'eloping our own reeord on cost-based discounts in 

the OANAD proceeding. 

\Ve will not adopt Pacific's proposal to offer ClCs only an 

8% discount for resold services pending the detein'lination of actual avoided costs based 

on cost studies. Pacific provides no basis to support the 8% discount as a reasonable 

measure of avoided retail Costs. \Ve also are unable to act o.n Pacific's daims that by 

applying the adopted 17% disrount to the retail J1rict rather than the Cl'lSI we overstate 

true avoided costs. Pacific provides no alternative calc~lation to restate the amount of 

the discount to reflect a diseount computed against ('ost inste-adof retall price. 

Moreo\'er, since Pacific does not account separately for the indivi~ual retail cost of each 

service it provides, there is no realistic way to separate a "cost" element within each 

retail price for purposes of applying the discount rate. It was for this reasOn that \ve 

adopted an interim broad a\'er.lge discount rate which was based on aU LEe services. 

Thus, Pacific provides no basis to support a revision to the 1'1% interim discount rate 

pending the development of cost studies in OANAD. 

In the eVent the FCC n'\andates different ratt'S, 'we sh~n then 

consider what further action is appropriate. We reject Pacific's pi6posal to make the 

wholesale revenues subject to a true-up me<hanism with a retroactive adjustment (or 

the differen~e betwccn revenues colle<:ted under the interim discounts versus the final 
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~isrounts adoptoo in OANAD. \Vc conclude that such a pro\'ision would creatc too 

much un('('rtainty for ClCs with rcsp£'Ct to the r.ltc levels the}' must pay, and would 

risk stalling further dcvclopmcnt of the CtC r~alc market until permanent fdtes werc 

cst,lblishcd. 

\\'e conclude that the proper place for further considerdtion 

of changes to the wholesale discounts is in the OANAD proceeding. Therefore, subject 

to the oulcon\c of the OANAO proceeding. we shall continue to apply the wholesale 

discounts estabHshcd in 0.96-03-020. 

2. Applicability of Wholesale Discounts for Specific Services 

a) Parties' Positions 

(1) CentrexlCentraNet 

ORA belieVeS that useof the current 

CentrexlCentraNct tarifft'd tales as inlerim wholesale rates hinders the development of 

full competition (or these services, and that a wholesale discount is appropriate. ORA is 

conten:ted 'that sin\ply applying the C()mn\ission~s authorize<t avoidcd·rost discounts of 

17% tor Pacific and 1~% for GTEC to the tarUted ceiling rates for these services may not 

provide the CLCs sufficient margin to compete with Pacific's and GlEe's rorttracting 

ability (or these services. Therefore, pending resolution of issues relating to imputation, 

avoided costs, and the selling of wholt'sale and retail rates based on total-service )ong-
. , 

run incremental costs studies in the OANAD proceeding, ORA recommends that 

Centrex/CentraNet services be offered at wholesale rates equal to the currently 

authorized statewide average prke floors adopted tor these services in 0.94-09-065. 

In D.94·09-065, the Commission adopted 

CenttE"x/CentraNet statewide average price floors based on the bundled services' long

run incremental costs plus imputation of the monopoly building blocks' contribution. 

The corresponding ceiling ratt's (or these ser\'kes were based on the LECs' reporled 

, direct embedded costs (or'these services. 

ORA believes interim Centtex/CentraNet wholesale 

prices should be set at the price floors adopted in 0.94-09-065 for these services, in 
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order to vigorously stimulate competition betwren C('ntrex and other b\lstness·sys~em 

services in California. 

Pacific objects to the wholesale pricing of Centrex 

sen,jres at existing price floors, arguing that such a "disrount" is completely untelated 

to actual (os'ts avoided and, therefore, contrary to the Act and the intent of the 

D.96-03-02(). Pacific notes that the a\'oided costs of selling Centrex to CLCs will be 

cdkutat~d in OANAD. hlthis prc:>eeeding, Pacific claims there is no evidence on record 

on which to ('stablish a S('parate discount (or Centrex. 

(2) PBX trunks and Super Trunks 

Centrex and PBX systemsU are competing substitutes 

(orl and ate discretionary services, to business basic exchange service "'lith added 

(eatures!' In D.96-03:.oio, the Commissio!, authorized C~iltrex services for resale by the 

CLCs, but did not. authorize PBX trunks for resale. Pacific sUbsequently agr~d to make 
. . 

PBX trunks available for resale and filed an Advice Letter to effect this, but with the 

wholesale rates set equal to rctail rates. The adVice lettcr was not protested, and has 

become effective. GlEC subsequently filed an advice letter On March 19, 1997~ t6 make 

PBX trunks available (or resale as well. The remaining dispute oonCt>rns the wholesale 

discount rate applicabJe to PBX services. 

,ORA believes that Setting the PBX wholesale prices at 

the (u'rrently authorized ceiling rates, less the avoided-cost discounts adopted in D~96-

03-020 (or business services, will not promote competition tor PBX servi~, since Pacific 

and GTEC could easily offer PBX serviC\.~ at a much lower price under special and 

U PBX service consisls of PBX Trunk, Olrfft Inward Dialing (number bJock and circuit 
termination), and Hunting. 

It D.94.ffl-065, p. 192. 
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customer-specific contracts. IS Acror(lingly, ORA recommends that interim wholesale 

rates (or PBX servi«'s be set at Pacific's and GrEC's currently authorized price floors (or 

these services. For tlle ~lmc reasons as noted (or Centrex, P,ldfic objects to ORA's 

discount proposal. 

(3) FEX Services 

FEX is a serVice which aBows a customer in one 

exchange to receive dial tone from another exchange. ORA supports the resale of 

Pacific's and GlEC's FEX services. For residential FEX services, ORA rerommends that, 

pending the determtnatlono( total-sen·ice tong-iun ~ncremental cost-based retail and 

wholeSale rates for this selVice, the infelimwh61esale ra-ies b¢ set equal to the curet-nt 

retail tates, less the avoided-cost discOunts adopted in D.96-03-OiO (or PadfiC's and 
- . '.". 

GTEC's residential acceSs lines, ie$~tivel>'. Similarly, for business FEX services, ORA 

rccommendsthat the interim wholeSale rates sho\l1d be set equal to the current retail . 

rates, Jess the 17% arid 12% avoided-cost discounts adopted i~ D.96-()3~OiO (or Pacific's· 

and GTECis business accesS line Services, respecthtely. 

Pacific filed a proposal on ~tar(h 22, 1996, to 

grandfather FEXservice, a'nd does not plan to offet it (or resale unless requested by a 

CLC. GTEC filed an advice letter on Match 19~ 1997, eleding too!(er FEX (or resate 

without ail avolded~cost discount. 

(4) Private LtneJSpeclal Acces$ services 
In IRD, the Commission merged the retail private line 

tariff into the wholesale special atcess tariff', and private line customers now purchase 

the same services which Pacific sells to IXCs. The merging of the tariffs ('nded the 

distinction between what \vas formerly a private line and a special acceSs line. Both' 

private Hnes and special access have been available (or resale since March 31" 1996. 

IS Under the oontrJc~i.ng procedures adopted in D.9.-1-()c)~, h<>th yacific and -~TEC have the " 
flexibili,ty t~ price P8XSeI'Viees below thearauthorizoo tariffed rates down to their currently 
authorized price floors, presently set at UUC. D.9.J-09-{)65, FOF 162. 
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Since spedal access/private lines wete alr('ad)' available for r(,sale under the l.ECs' 

previously existing wholesale tariff, and there is no correspOnding retail tariU, we 

applied no a"olded~rost discount to the LEes' existing sp«ial access/private line tariff 

fot purposes of ClC resale as authorized in D.96-03-o~O. Comments were solicited in 

Phase III as to whether a further discount would be appropriate. 

GTEC stateS that private lines arid spedal acc('ss 

services are wholesale ~rvkes sold only to large users or customers such as IXCs, 

banks, and other busineSses. GTEC submits that these are not "subscribers" or end·user 

customers.as that term is used in the Act. While sales fotces Sell these services to large 

custon'lets, GTEC notes that thete are alSo similar sales forces \\'ho sell these same· 

services to carfiers. \\'hile the two services may have diffetent otdering procedures, 

nothing in the ordering prOCedure guarantees the ultir'nate u~ of the service. GlEC 

believes that sin~e the services are virtually identical on a retail and wholesale basis, no 

CLC reseller discount should .apply. 

Pacific claims that discounts ar~ not required under 

the Act for services already offeted On a wholesale basis. Since private lines and access 

services ate functionaliy the same and ate purchased by both ClCs and retail end llsers 

from the same tariEl, Padficdahns access services and private line services are therefore 

not subject to any avoid~i-cost wholesa1e discount, and the tarUfs for these services 

need not be tevised. Pacific believes the discount required by the Ad only has to reflect 

those net cOsts that "will be avoided tl because Pacific is selling to a rese1l('l rather than 

to its own subscribers. 

Sprint argues that so long as private line services are 

offered as retail services to end-user customers who are not telecommunications 

carriers, such Jines should be subject to an appropriate wholesale discount. Sprint 

believes separate tariffs may not be needed for prlvate line and special access services 

so long as discrete wholesale and retail rates for private lines are dear from the face of 

an LEC tariff. 



(5) COPT ServIce 

COPTs are O\\'noo and maint.,inoo by ('ntiti('s other 

than the LEes. The sCfvices offered to N,d users Me roughly similar to the LECs' public 

and semipublic tcJephol1e scrvire;. The COPT (,Iltity must putchaS(' an a@SS line (rom 

the LEC which provides the connection between the COPT and the public switched 

nelwo,k. The COPT entity uses the access line in conjunction with a telephone 

instrument furnished at the COPT retailer~s expense to provide end~user telephone 

service. The COPT provider must pay a recurring rate and installation charge in 

addition to usage or toU rates to the LEe and IXCs (or services they supply in handling 

a COPT call. 

In D.9~ti3-()20, we tentatively treated COPT lines sold 

to COPT providers as a wholesale ser\'ke~ Thus, while authorizing the res.lle of COPT 

lines, we did not apply any wholesale discount. COPT providers could not therefore 

avoid paying current tariff ralcssimply by becoming certified as a CLC. In the March 

28, 1996, At) rulil\g, parties ",'etc asked to comment on whether COPT service should 

prospectively be classified as wholesale or retail, depending upon whether COPT 

customers function mote as end users or as resellers. 

Parties disagree over whether COPT should be 

classified as a retail or wholesale service. Pacific states that COPT lines arc soJd to COPT 

ptoViders, not to end users as a retail service. COPT providers use Pacific's COPT line 

combined with their COPT set and other services to offer pay telephone service to end 

users. Pacific claims its COPT line is merely a part of the service COPT providers offer 

to the general public, and, therefote, the COPT line is a wholesale service. Since the Act 

provides that only "retail rates" be discounte<t Pacific dO<'S not believe COPT prices 

need to be discounted. GTEC makes a similar argument. Pacific further exp1ainsthat the 

characteristics of COPT serviCe and COPT fonsumers shO\\' thatlhere are no a\'oided 

retail costs \ .... ,hen it sells COPT lines to a ctC (or resale. Pacific has a \'ery small sales 

(orce for COPT Hnes; and the uncollectible (actor (or COPT lines is abolLt a third of the 

total uncollectible (actor (or the entire con'pany (which includes switched access). 

Pacific does not advertise COPT service. COPT providers order service by facsimile, 
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and COPT providers investigate trouble reports reg.uding thl'ir phollt'S. Furthermore, 

P,lcifk claims that, evcn if avoidable costs are found, COPT providers arc not carriers, 

as defined by the Act, and arc not permitted to purchase COPT at dis(ountro wholesal(, 

rates. 

The interests of COPT owners wete represented by 

CPA and G·Fh'e. CPA and G·Fh'e argue that COPT serviCe should be classified as a 

retail service subjtXt to etc reS-lIe less the Commission·adopted wholesale discount. 

CPA notes that currenl' rules, regulations, and rate stmcturestrea t COPT providers as 

retail customers, "not telephone corporations. GIven their status as retail cllstomers, 

CLCs should be entitled to 5en+c COPT providers, employing the LEe access lines 

neCesSary to do SO at discounted Wholesale rates.: 

Accord ing to CPA, since the Commission first 

established the terms o( COPT service in 1985, it has declinoo to trcat COPT pr6viders 

as telephone corporations providh\g a public utilit}' servire. Ratherl the Coil'lnliSsion· 

has reCognized that many COPT providers operate copt statiOtlS shriply as an adjunct 

to their prin\ary lin-es of business, and so need not be regulated as public utilities. Srt~, Rf 

Padftc Brill 0.85-11-057, 19 CPUC 2:d 218,258-60 (1985). CPA asks the CommiSSion to 

acknOWledge its past treatrrtelH of COPT providerS as retail customers who are obHged 

to take service (rom a retail lariff and pay rates based on retail costs. CPA further urges 

the Commission to distinguish COPT prOViders ftom CLCs that resell LEe services 10 

COPT providers, and to set wholesale rates and tern\s (or COPT service (onsistent with 

other Wholesale services. 

G-Five sees no need to develop definitions or other 

tarilf measures to define l1\ore predsely what is a " resale" as oppOsed to a retail COPT 

sen·iCe. G·Fi\,e argues that the Commission already has in place a program of 

certificating CLCs. Because certificated CLCs are the proper purchasers of wholesale 

services, the LEes' resale tariffs could be limited to make wholesale COPT service 

available only to certificated CLCs. Therefore, G·Fivc believes no further restriction on 

resale of COPT service is necessary. 
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G·Fh'c argues that selling COPT sCfvice at Who)C&lte 

will permit LECs to avoid sc\'cr,lltypcs of costs related to l)toviding (hat sCfvice on a 

relail basis directly to private payphonc owners. Exampks of sllch avofd('(i costs Me the 

Opl'fdtor sl'rvicc cost that historically has been included in COPT line charges, and relail 

marketing costs. Although the lEC will no doubt continue nlarketing rctail COPT 

service, G·Five argues that rctail nlarkcting costs arc not properly included in a 

wholesale rate (or the same sen'ice. Similarly, costs of service ordering and 

provisioning fot retail COPT consumers would not be included in the wholesale rate for 

COPT servicc (although there may be some, lesser cost (or scn'ke ordering and 

provisioning that is properly included in the wholesale rate). Also, G·Fivc beHe\'cs the 

LEC's costs (or measuring, recording t and billing (or use of COPT service is likely to be 

significantly lower on a uilit baSIS for resale purposes than tor retail scrvice. 

CPA notes there is a possibility that a CLC would 

itself enter into the busineSs of owning and operating COPT stations and \,·ould wish to 

order COPT Jines frorh an LEC at wholesale rates. If the Con\n\ission perceives that 

sce'nario to be unacceptable, the simplest solution, according to CPA, is to forbid CI.Cs 

to own and operate COPT statlons. CPA seeks an exception to this requirement, 

however, it a CLC owns and operates COPT stations through fuHy separated a((iliates 

or subsidiaries. CPA believes (aimess requires that the Commission Concurrently 

impose the same stnlctural-separation requirements 011 Pacific and GTEC. 

(6) Custom Calling ServIces 

TelA proposes thai the Comn)ission change the way 

in which "Custon) Calling" and "CLASS" sen'ices are priced to tesellers. In 0.96-03-020, 

\\'e noted that Pad fie's provisiOllal wholesale Custom Calling larifl omItted key vertical 

services such as call waiting. \Ve directed Pacific to make call waiting, as well as other 

Custom Calling Services missing from its then-existing wholesale tari((, available to 

CLCs effective March 31, 1996, as a supplen\ent to the seven Custon) Calling Services in 

Pacific's then-existing provisional \Vholesale Custom Calling Services Tariff. The 
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additional C\lslom Calling (eatur('S were to be priced to at least refle<t the 17% and 12% 

discounts off the tetail r.ltes as adopted in D.96-03-020. 

Therefore, as a result'of lh'e wholcs.l1e pricing 

adopted in D. 96-03-020, PacUic'sCustom Calling Featureswere prired at one of three 

different Ic\'eJs. The first category included those Custom Calling Features in the 

provisional wholesale tariff which became e((edive prior to D. 96-03-020 were priC\.~ at 

a wholesale rate of $2.50 each: A second group of Custom Calling Fea!ures were those 

included in the open Network Architectute (DNA) tariff which were priced at a retail 

rate of $0.45. The corrcspOnding ClC wholesale rate (or such services is $0.45 less the 

17% a\'oided-cost discount. The third category was comprised of all remaining Custom 

Calling Features which were pri~ed at a retail rate of $3.49 each. The corresponding 

CLC wholesale rate is $3.49 less the avoided-cost discount of 17%. 

TCLA contends that by using Pacific's own wholesale 

tariff as the interim priCe floor fot Custom Ca1ling and CLASS (eatures, the Commission 

created a Iithird tier" for Custom Calling features such that some features ate available 

to Pacific's retail customers at nltes lo\\'er than the wholesale rates. TeLA pro~s that 

unless Pacific can show v.'h}" dilferent tates for certain Custom Calling Features are 

warranted, all CustOil\ Calling and CLASS features be made available to resellers at the 

$0.45 DNA rate" representing the lowest price for any Custom Calling Serviee available 

to retail customers, leSs avoided retail costs. As a fall-back position~ TeLA proposes that 

all Custom Calling and CLASS servi~ at least be priCed at the Custom Calling Services 

wholesale tariff rate of $2.50. Without this adjustment, TCLA argues, retail customers 

and Pacific's oWn affiliate, Pacific Bell Information Systems, will be able to purchase 

certain Custom. Calling Services at a lower rate than resellers pay for those san\e 

services_ TeLA argues that reseUers will consequently be at a competitive disadvantage. 
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(7) Operator and DA Service 

AT&T contends that DA should be discounted. Pacific 

objects, arguing that the Act requires resale and discounts only (or "tel{'(()mmunications 

services," which are defined oS "the offering of tel~"Omn'unications."16 Pacific claims 

that DA is not the "offering of tele<omrnuniC'ations" because it is the offering of only a 

telephone number. Pacific notes that many entities which are not leJecoflln\unications 

carriers provide DA. GTEC agrees with Pacific that no discount should be applied on 

the grounds that operator and DA services are identical on a wholesale and retail basis. 

b) DIscussion 

In 0.96-03-020, we applied an avoided'-rost discount to 

certain identlfled services authorized (or resale. \Ve conclude that it is Consistent ~\'ith 

the Act, and with our OWn mandate within California to prorrlote a competitive local 

exchange market, to require that a wholesale discount be applied uniformly to all LEC 

retail servires which arc authorized for resale, pending lurther rate setting in: OANAO. 

It is reasonable to apply the adopted 17%/12% discounts unifonnly to all retail scrvires 

offered (or resale sinee the discounts \,<ere de\'eloped from data which reflected the 

entire range of regulated LEC operations. As such, the computed discounts represent 

the avoided costs realized across the spectrum of LEC retail services offered (or resale. 

By definili()ll, the individual avoided costs of specific services 1l1aking up the average 

will vary. \Vhen viewed in the aggregate, however, the uSe of an average avoided cost 

provides a satisfactory measure for wholesale-discount purposes pending development 

of final rates in the OANAD proceeding. 

By applying the 12% and 17% discOunts to the additional 

services in this decision, we aie simply conforming to the legal mandate established 

under the Act that all ser\'ices offered for resale must be discounted based on avoided 

retaiHng cost. \Ve shall not attempt to determine separate retail costs which arc avoided 

for each LEe service authorized for resale. 

U The Act, ~lions 3(51) and 25t(c)(4). 
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\Ve have already authorized the interiril discounts adopted 

in 0.96-03-020 to apply to the wholesale offering of ISDN tn 0.97-0.)-021. \Ve have also 

authorized that the \vholesale discounfs shall apply to all new retail 

telecommunications serviCes offered (or resale after March 31, 1996, the ef(edh'e date of 

D.96-03-020. 

Consistent \vith t~is policy, we shall also'extend the 
applicability of the avoided-cost discQuntsto othet'~tail ~tv,~(es, including 

Centrex/CentraNet, PBX ttunks, and FEX ~rvices: We find no basis in the record to 

justify setting the wholesale ,rates (or these servt~~ at retail price floors a's proposed by 

ORA. We have already applied, in Se<:t16n'IV.A.2~$ltprtl, the- avoided-Cost dis(.ount to" 
..: :.' 

(ertaiJl retail seryiceswhkh ate not strktly defined 'a,s telecommunicatioM serVices, but 
, , 

which provide enhan~n\entsto <:ustoll\ers' overall Service. Such enhanced or auxillary 
, ' 

services include voice mail and inside \viring maintenance.' Below \ve address other 

iSSliesspecific to certain services. " 

(1) Pr~vate Line/Special Access 

We conclude that the prOVisions of the- FCC Firsf 

Report and Order provide 'useful guidance on the ,tt'ea.tmenfof pricing (or Private Lines. 

The FCC has stated: 

"We find several rornpellirigieasons to , , 
conclude that exchange acCess serVices should' 
not be subje<:t to resale requirements. Firs~, 
these services areprooominantly offered to, 
and taken by, IXCs, not end users .... The mere 
fact that fundamentally n6n~retail Services are 
offered pursuant to tariffs that do not restrict 
their availability, and that a small nUn\betof, 
end users do purchase some of these services, 
does not alter the eSsential natut'~ of the 
services. MOfoovet, because ac~ss Services are 
designed f9f, artc;l sold to, IXCs ~sah iri'put 
componertt to the IXC's o¥n\.'reIM) serviceS, 
LECs w6ul~ n()t ~Void anY/retMl' (ostS when 
of(edng'lh~ services at 'wholesate~ to those " 
same IXCs.1I (Fitst Report and Order /874). 
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Co]\sistent with the (('.lsoning of the FCC, we agree 

that there is no basis to conclude that thC're are avoided re(,lit costs (or Private lin~ 

sC'r"ires when sold to CLCs (or res,lle. Since the servkc is essentially wholesale in 

naturc, we conclude that the Cl.C rcsclIN should par the same rille as the IXC. No 

furthC'r discount is apl)topriate, and we therefore ortiC'r no change in the existing tariff. 

(2) COPT Servtce 

\Ve conclude that COPT service should be considetoo 

a retail service, and thus be eligible (or an avoided~cost discount. Based on parties' 

comments, We conclude that COPT serviCe should be trcated as a retail service eligible 

for an avoided-cost discount as long as it is limited to sale to certificatro CLCs for 

rcsale. COPT service exhibits the characteristics of retail more than wholesale service. In 

order to define COPT as a wholesale service, there would need to be a corresponding 

offering b}t the COPT provider of a retail telccomnlunications service. Yet, as noted b}' 

CPA, we have not previously treated COPT prOViders as telephone corpOrations 

providing public utility service. Therefore, since COPT coinpanies are not defined as 

public utilitlcs, We conclude that there is no subsequent "resale" by those companies. 

COPT providers are in fact retail customers of the LEC. COPT vendors merely prOVide 

an instrument through which members of the pttblic can utilize the LEe's or other 

carriers' networks to make calls. 

COPT providers can be dearly distinguished from 

CtC rescUers which are, in fact, public utility telephone companies engaged in the 

business of purchasing wholesale and independently seHing retail telephone seivires. 

Therefore, we shall classify COPT service as a retail 

service. \Ve shall direct the LECs to file Separate wholesale tariffs fot COPT service, 

including an. avoided-cost discount of 17% for Pacific and 12% for GTEC. Only 

certificated CLC resellers n'lay purchase service ltnder the COPT wholesale tariff. COI)T 

vendors shall not be eligible for wholesale COPT rates, but must pu(chase service under 

retail COPT tariffs, with nO wholesale discount. \Ve shall not permit CLCs to 

drcunwcnt this restriction by setting up separate affiliates to oWn and operate COPT 
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stations. \Ve shall thNe(ore prohibit CLCs (rom resclling COPT service to anr COPT

oper.,Ung affiliated entities. 

(3) Custom Calling Services 

At the time that TCLA filed its comments concerning 

Custom Calling Featurcs, Pacific had in efEed a wholesale tariff covering certain 

Custom Calling Features. That tariff was authorized by Resolution T·15748, dated 

Septcmber 7, 1995, to be etfecti\'e (or only an IS-month provisional period. Since the' 

filing of TCLA's comments, Pacific's provisional wholesale tariff (or Custom Calling 

Features has expired. On July 15, 1996, Pacific 'iiled an advice letter to \vithdraw the 

provisional wholesale tariff (or Custom Calling Features, noting that it intended to offer 

all Custom Calling Services undet a Single resale tariff solution and integrated resale 

ordering platform. Therefore, in light o( the c'xpiralion of I)acifk's provisional wholesale 

tariff, tCLA's proposal to price all of Pacific's Custon\ Calling Features for resale at the 

wholesale tariff rate of $2.50 is rendered moot since that tate is no longer in died. 

Moreover, we find no basis to require that aU Custom 

Calling Features be priced at the rate of $0.45 less an avoided-cost discount, which 

currently applies only to those features covered under the ONA tarif(. The wholesale 

pricing of Custom Calling Features should be treated no differently (rom that of any 

other \\'holesale services. Our adopted approach is to apply the avoided-cost discount 

to the LEC retail price to yield a wholesale prite. The wholesale pric-es for each service 

should track to the corresponding LEC retail prices, less the avoided-cost discount. 

Therefore, for those Custom Calling Features covered 

under Pacific's ONA tariff, the wholesale priee should be equal to the retail rate of $0.45 

less the 17% avoided-cost discount. For an}' other Custom Calling Features, the 

wholesale prke should be equal to Pacific's retail rate for the service, less the avoidcd

cost discount. A similar pricing principle should apply to the pricing of any Custom 

Calling Features offered by GTEC. 
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(4) Operator and DA ~rvrce 

\Ve shaH require that the wholesale discount r,ll('S of 

12% or 17% be applied to oper'ltor and OA scr\,i(('s for res..l!e. \Ve acknowledge that 

thC'Se ser\'ires are not "telecommunications scrviccs" as defined by the Act. Yet, apart 

from the minimum requirements of the Act, we conclude that these scrvices should be 

offered for resale, with the wholesale discount applied in order to permit resale-based 

ClCs to compete effedi\'ely with LEes at the retaille\'eJ. 

C. Basis for Restrictions on Resale 

1. IntroducUon 
In order for r('Sale competition to suctred, ClCs must h,wethe 

opportunity to offer qualitY of service on par with that offered by the tEes. 

Acrordingiy, any unne«-ssary restrictions o.n the resale of itsteJecommunications 

services must be removed to enable ClC resellers to compete e((('(tively with the LEes. . 

In 0.96-03-020, We authorized the resale of various LEe services 

subject to certain restrictions. In this order, we consider whether those restrictions 

should remain in place, be removed, or whether additional modifitaliolls are needed. 

Our mandate as set forth in PU Cooe § 709(e) is "(110 remO\;e the ba'rriers to open and 

(ompetitivemarkets and promote fair producl and price competition in a way that 

encourages greater efficiency, lower prices, and more consumer choice." \Ve are also 

bound to implement the federal mandate to promote telecommunications competition 

as provided under the Act. In the local exchange resate nlcllkel, the Act calls for the 

removal of all restrictiolls on resale of telecommuniCations services unless the LEes are 

able to pro"ide justification that specific, narrowly tailored restrictions are neCessary 

and nondiscriminatory. Consistent with the provisioJ\s of the Act, we have provided the 

LEes an opportunity in Phase III comments to s('('k to justify any resale restrictions 

which they believe are neccS&iry. 

The Act obligates LEes "to offer lor resale at Wholesale rates auy 

tdtcommrm;catiolls Sen1jet tlmt lire (arrier IJrOlJides fl' Tt'laillO subscribers wit/) ifre /lot 

tdeCOl1l11ltwicatilll1S cdrrias." (47 USC § 251(c)(4){A), emphasis added.) In addition, undet 
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the Act, P,ldfic, GIEC, and other tECs ha\'~ an a.fCirmaUve .fuly "nol to prohibit, and 

nolto impose unreasonable or discriminatory conditions on, the resale 

of ... tc1cconmltmk.1UollS service .... " (47 USC § 251 (c)(4).) The Act docs not pero\it lECs 

or the Con\mission to withhold particular tetailtcleromn\\mltations services from' 

wholesale offerings, nor to impo.~ restrictions on resale except in c~ses where such 

restrictions are shown to be both reasonable and nondiScriminatory. lhe FCC allowed 

no general exception from this edict (6r promotional or dis'Count offerings, such as toll 

discount calling plans, although the FtC did exempt ptomotional offerings for a pcriod 

shorter than 90 days. (Id., 119-18,950,) The FCC, howe\'cr, did sanction continued 

restrictions on the "cross-class" resale of residential services. (M., at 1 962.) Under the 

First Report and Order, all other re&11e res~rictions are presumptivel)' unreasonable. 

LECs ma}, rebut this presumption, but only if the restrictions are"narrowly tailored."~1 

2. Parttes' Positions 
Pacific claims the right to rebut the FCC's ptesumption, and caUs 

for evidential)' hearings to determine the r~asonableness of various resale restrictions 

and establish which tariff termS and conditiOlls are valid "resale rE'strictiOJ\s.'1 Pacific 

believes the resale restrictions currently in plate as set forth in 0.96-03-020 are 

reasonable and should remain in force. 

GlEe argues that the rebuttable presumption established in the 

FCC Order does not impose a strict burden of proof on the LEC, but merely a showing 

by a preponderance of evidence that the proposed resale restriction is reasonable and 

nondiscriminatory. GTEC claims it has dearl)' met this burden, and that the 

Commission should exercise its authority to impose reasonable restrictions and should 

do so according to GlEC. 

The Coalition believes that Virtually all resale restrictions contained 

in the incumbent LECs' resale tariffs should be elirninated. In particular, the Coalition 

objects to restrictions on eLC aggregation for volume-discount plans, Centrex resale, 

" 

I' First Report and Order 1939. 
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combinations of resold S('rvi('('s "nd UNEs, and restrictions on PBX trunks and 

supcrtrunks. The only restrictions that the CoaHtion believcs should be permitted arc: 

1) a restriction prohibiting rcsale of residential basic exchange S('r\'i('('S (i.e., IFR and 

IMH) to bushlcs..<> customers, 01'\1)' if the Commission condlld('S that thesc ser\'i~s are, 

in facl, pria:d below cost; and 2) a T('striction prohibiting the provision of r('sold UL 1$ 

to customers who do not qualify under the terms of this program. Both the Act and Ihe 

FCC's Interconnection Order prohibit LECs from maintaining unreasonable and 

discriminatory resate restrictions. The Coalition argues that un}~ and until 

unreasonable alld unlawful T('strictions on the resale of incumbent I~EC services are 

remedied, consumers will not benefit trom efficiencies and creative marketing that 

unfettered resale would provide. 

r..fFS and TRA belie\'e that for any resale restrictions other than 

cross-class restrictions propoSt..'d by the LECs, the burden of prOVing the need for such 

additional restrictlolls falls squarely on the LECs. (MFS Con'lments, p. 12; TRA 

Comments, p. 9.) TRA reeomme"nds that the Commission requite an LEC proposing to 

establish any limitation or restriction on resale to do so through the application proct.~ 

in order that all interested parties be given an oPllOrtunit}' to be heard. (TRA 

Comments, p. 9.) 

ORA believes the incumbent LECs were afforded the opportunit}' 

through tiled comments to explain why each resale restriction adopted in D.96-03-O~O is 

reasonable and nondiscriminatory. ORA believes that Pacific took ad\'ar'ltage of this 

opportunity in its opening comments while GTEC did not. 

ORA disputes Pacific's dahll that the restrictions the Commission 

adopted in D.96-03-020 ate allowabll" under the FCC's First Report. The FCCls First 

Report provides no guidance on what nnarrowly tailored" restrictions nlight be 

acceptable, nor docs the FCC suggest what shOWing would (wercome the presumption 

of ullf('asonability. Pacific's arguments simply do riot demonstrate that the 

Commission/s adoptoo resale restrictions are reasonable and nondiscriminatory 

according to ORA. (Pacific's OC, pp. 7-121 18-21.) 
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ORA recommends that the Commission reI11O\'(, ,111 res,11c 

restrictions cxCt:'pt those pertaining to resale of residential b~si(' cxchange service and 

UL TS. ORA belic\'<'S that the r('striclions in place in California on resale of r('sidcntial 

and UI.1S scrvic('S comport with the FCC's policies on resale restrictions. 

3. Discussion 

Under the Act, the burden of proof is on the incumbent LEes to 

justify thc retention of any resale restrictions. \Ve conclude that Pacific and GTEe havc 

justified the retcntion of certain resale r('strktions' as set forth in the discussion below. 

All parties agree that the restriction pr()hibiting resale of residential basic exchange 

services to business customers should remain in place for the prl"'S('nt. \Ve find this 

restriction to be reasonable, and sha1l retain it. \Ve further conclude that retaining 

certain additional resale restrictions as disCussed below will not be discrirninatory, and 

are Ilcccssa'ry at least for the present time to promote fair ooo'l.petition beh-·teen the 

CLCs and LEes. As to some other resale-restrictions, \\'e fil,d that the LEes ha\'e failed 

to meet -their burden of proof. In those cases, we shall order the existing restrictions be 

removed from the Wholesale tariff. \Ve beHe\'e that cornpetition will be promoted by 

al1o\ving competitors the flexibility to offer their (>nd users a range and quaJit)· of 

services generally on par with that of the LEes. This order accomplishes that objective. 

D. Specific Restrictions to be Addressed 

1. RestrIctions on ClCs' UtilizatIon of Wholesale Services 

a) Parties' Positions 

Pacific expresses concern that large retail customers will 

become CLCs and buy at wholesale the services those same customers buy today at 

retail l just to qualify (or a wholesale discount. Pacific states that such tariff arbitrage 

should not be permitted, and argues that its tariff should provide that any resold 

service is only available to a CLC which sells that services to end users, renders a bill 

(including-all Commission-mandated surcharges), gets paid, and pays the various 

surcharges to the various funds. If a CLC violates theSe terms and conditiolls, Pacific 
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bcHe\'cs thc CommiSsion should revoke that CLC"s Certificate of Public Convenicnce 

c:md N{'(essil}'. 

Padfic claims that the requircmenlto make its retail sefvi('('S 

av,lilabte for resale is also stls«'plible to manipulation by ron"lpelitors st'Cking to delay 

Pacific's intcrLATA entry. To prc\'ent such gaming, Pacific proposes that the 

Commission ('stabJish a "good-faith" request process requiring that any eLC's initial 

wholesale requ('st contain (I) a certifiCation that the eLC ~ntcnds to resen iheservice in 

providing a competitive exchange service; (2) a fun description of the service and 

quantity requested; and (3) a commitment to rein'lburse Pacific for implen\entlng the 

request if insufficient orders arc placcd for this seri,kc so as to allow rcco\'cry of 

Pacific's implementation costs. Pacific proposes that a standard interval be adopted in 

which it wiJI inform the requesting ctc of when the S('(\'ice \\'ill be a\'ailable (or rt.--sale. 

The Coalition argues that the LECs should not be allowed to 

dictate, through Wholesale tariff restrictions, how eLC resellers utilize wholesale 

services. ProhibiHol\ of the resale of residential basic services to busir\('ss customers is 

the only such restriction contained in LECs' wholesale tarifis acceptable to the 

Coalition, The Coalition proposes that all other use-anti-user restrictions be 'deemed 

unjust, unreasonable and/or discrimir1:alolY and inllnediately ren1:o\'ed from LEC 

tariffs. The Coalition does not believe CLC purchases of wholesale services need to be 

monitored to ensure that such services are only so1d to end-users. 

Provided that eLC reseJleTS have been certificated by the 

Commission to of(er local exchange service in Califonlia, and that they comp}}' with 

Commission requirements, the Coalition belie\'es CLC rescHers should be free to utilize 

LEC wh~lesale service in any manner which aHows those CLCs to serve custon"lers most 

efficiently, and objects to restricting the CLCs' use of a wholesale servke. 

The Coalition asserts that there is no distinction between a 

CLC's provisioning of resold services to itself as opposed to an end-user CllstOrller. A 

CLC, utilizing the service for its own purposes by "reselling" the ser\'icc to itself, would 

be required to perform the same services that it does for its end-users. The Coalition 
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believes a restriction on Ctc usc of wholesale services (or internal purposes would 

c)('arly be discriminatory. 

ORA dcfinl"S a valid "res-lle sCfvice" as a tran~lclion 

where-by an enlity purchases a service from another entity (or the "sote" purpose of 

(e-sclling such secvice(s) to end llsers. In ORA's view, a ClC's purchase of services at 

wholesaJe (ates for its own internal operations does not constitute a valid resale 

transaction. Therefore, ORA believes ClCs should only be a1lowed to purchase services 

at wholesale rates (or reselling purposes, and CLCs should be required t6 purchase 

services foc their internalpurposes at the LECs' retail rates for these services. 

b) Discuss/on 

\Ve conclude that ClCs shOUld not purchaSe LEC services 

under wholesale tariffs (or purposes other than resale. This restriction \\·m appJy to end 

users that might elect to become CLCs, such as COPT prOViders .. The purpose of 

establishing wholesale tariffs is to open the loea) exchange rnarket to resale cOmpetition. 

It would circumvent this mandate to spur competition if custonlers were pecn\itted to 
exploit the lower rates offered under the wholesale tariffs for purposes other than 

resale. Such amisu5e of the resale peogra"\ would distort pricing signals and impede 

the development of a competitive market. Thereforel it is appropriate to restrict sen'ice 

offered under wholesale taritis to CLCs for the sole purpoSe of reselling the sen'ice to 

third party end users not affiliated with the ctC. 

The qu('stion remains as to whether we should rely on se]f

policing of CLCs to con\ply with this restriction, or adopt external monitoring of CLC 

resale practices. Fot the prescnt time, we shaH rely on CLCs to voluntarily con\ply with 

this resale restriction. We conclude that Padficts proposed "good·faith" eligibility 

requirements fot CLC resellers are unduly burdensome. Our existir\g rules which 

require CLCs to go through a certification process serve as a screening de\'tce (or bogus 

resale requests. Only certilied CLC resellers Illay purchase wholesaie sen'ices (rom the 

LECs. Be-yond the eXisting certification proceduresl we adopt no othe"r prerequisites at 

this time on the eligibility of a CtC to pure-hase servjces from the LEe fot resale. 
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ORA has called for a workshop to de\'elop enforccm('nt 

procedure's for usc-and·uscr restrictions 10 ensure r('Sale only to l'crmiUcd daSS('s of 

end users. \Ve shan direCt the ALJ to t .. ,ke (urther comments on what possible me"\SUrl~, 

if any, should be adopted to ensure that fcsellers usc whol(,5<'\le ser\'l(,(,s only (or 

authorized resale as prescribed under the tariff. 

Pacific's daim (or rcimburscmeot o( implcn\entation costs 

from CLCs (Of insufficient orders is unreasonable and would require ClCs to subsidize 

P.ldfic's own business risk. \Ve shall not impose this burden on CLCs. \\'e instituted a 

separate proc('ss in D.96-03-020 for the LECs to track the costs of impl(,nl('nting local 

exchange competition in a l'nemOrandUlll account for later disposition in Phase III of 

this proceeding. 

2. R~$trlcti6ns on End-User Aggregation of VolLune Discount 
Plans 

In D.96-03-020, we directed the resale of LEC OpHonal catHng 

Plans (OCPs) (ot toll service by September I, 1996, subject to a 12% and 17% wholesale 

discount. \Vc kept in place the restrictions prohibiting end-user aggregation and the 

r('sale o( the LECs' discountro business calling plans to residential customers. \Ve stated 

that in Phase III, we would consider the basis for conlinuhlg these resale restrictions on 

the LECs' toll (,<llling plans. 

a) Parties' Positions 

Pacific and GTEC offer their large retail busillCSS customers 

various discount plans tor high-Volume calling usage. GTEC believCs that CLCs should 

be restricted from purchasing any services with volume discounts (GTEC Conlm('nts, 

p. 9.) Pacific proposes that etc tcsellers may have access to the same tn"es of discounts 

which exist for certain of Pacific's Services, as long as the reseller's end users reflect the 

sante volume-usage as Pacific's customers receiving those discounts. (Pacific 

, Comn\ents, pp. 10-11.) 

Pacific, however, objects to CLC rescllers being petrnitted to 

qualify (or volume discounts by aggregatingthe calling volume of multiple end users. 
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Pacific stal('s that its own ref"iI customers must individuall}' satisfy minimum calling

volume criteria to qualify (or volume discounts. Therefore, Pacific dain\s that r(,S<.'llc. 

based CLCs sh~uld be subject to the same end-user requirements, consist('nt with the 

Act. Pacific belic\'('s that it would COllstitute a change in the underlying terms and 

conditions of service to permit rest'lters to qualify for volume dist..'Olmts without the 

same rules on aggregation applicable to Pacific's em~ users. 

Pacific dahris that, if it wete forced to seJl discounted 

services to aggregated volumes, it WQuld need to modify its relail services to retain low

volume customers at lo," ... er rates, or loSe these customers; or else would have to 

eliminate volume discount plans and risk losing high-volume customers. 

Pacific warns that removal of end-user aggregation 

restriction fot volume 4is(ounts \'1tould also causeit to lose subsidies critical to the 

maintenance of universal service arid low residential rates, ''''hich, in turlll WOlJrd 
. . 

threaten the viability of the Uni\'ersal SerVieefund. If resellers are allowed to receive 

discounted rates (or low-volume end·user customers \\'hkh are (un'ently available only 

for high-Volume customers, Padfic claims it would lose in revenue per year over $200 

million from residential usage and approximately $230 m11lion from business usage. 

Pacific also claims that the aggregation of multiple end-user 

volumes to obtain a discount combined with the wholesale disrount (01' OCPs would 

allow resellers to obtain excessive discounts above and beyond the amount 01 avoidable 

costs. Instead of getting the current 17% avofded;cost discount, the feseller would get 

an additional OCP discount of around 40%, which is itot related in an}' way to costs 

Pacific avoids. These discounts could be passed on to win Pacific's customers awol), or 

used to subsidize other services. 

Pacific notes that discounts based on teseller usage volumes, 

rather than end-user volumes, would violate this Commission's imputation rules. 

Pacific must set its price floors on the basis of incremental costs plus the contribution 

from thernoI1?poly building blocks tom~titots must use to provide service sold to the 

retail end ~ser. Therefore, lot high-volume customers, PaCific imputes the contribution 

from high-capacity special access services. End-user volume le\'els determine which end 
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users quaHr)' (or the high-(\l}lacit)' sen'icc aHernalive. Pacific st<lt('S that allowing 

resellers to rescH Pacific's high-volume servires to lo\\,·\,olume end US('fS ignores the 

(act that low·\'olume custon\ers do not have the high-capacity service a1ternati\'('. 

Pacific argucs that facilitics-bascd loc<11 sef\'icc pro\,iders would thcrdore be unfairly 

disadvantaged. 

ThE." Coalition arguE."s that r('sellers should be allowed to 

obtain the same \'ohlme discounts as LEC end users through aggregation of the 

rescllers' end-user volum(>s. If a elC reseUer is willlng to meet the same volume and 

term commitments as a LEC"s retail customer; then the Coalition believes the eLC 

should receive the same discount as the end-user whether the ClC is reselling the' 

service or not. 

The Coalition' argu~ that requiring eLC rescUers toqualif)' 

for \'o!ume disCOllIltS based upOn the usage of individual end-users, as opposed to a 

CLC's aggregate usage, ef(ectively limits the discount levels whkh CLCs can sc<ure, 

thereb}' hanning both tesellers and COnSUfl\crs. The Coalition believes that allo\~'lng 

both Pacific and GTEC to continue denying eLC resellers the ability to aggregate their 

usage to qualify (or discounts will cause price discrimination against low-volume 

residential customers. 

The Coalition denies that this restriction is required to 

enable the wholesale service to match the retail counterpart. Because-CtC reseUers will 

be purchasing volume-discounted services directly from the LEes, from the perspective 

of the LECs, el.C rcsellers should he viewed as large end-user cu~tomers, according to 

the Coalition. As such, the Coalition believes a eLC rescUer should receh'e volume 

discounts based upon its aggregate usage, just as large, n\ultilocation end-users receive 

voluni.e discounts from the LECs for the con\bined usage 6ver all such locations. 

The Coalition specifically asks the Commission to order the 

incumbent LEes to make their large business intraLATA toll offerings, such as Pacific's 

Business Advantage 1000, available lot resale and allow elC resellers to qualify for 

volume discount rates by aggiegating the intrat.ATA toll usage at their end·user 

customers. Unless this policy is adopted, the Coalition claims the LECs will use their 
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pricing flexibility to undern\ine the dc\'(')opment of competition in the local cxchange 

markct, thereby keeping resate ratcs artificially high while undercutt"ing CLCs with 

lower contract cates to the tEC's o\\'n cnd-user cllstOiners. The Coalition belie\'cs 

cl'Sellecs cannot compete fOf these customers unless the fcseHer has ac(css to these 

lower rates. 

" The Coalition views the current (onttovetsy over restrictions 

on resale 01 the LECs' discounted hulk "toll offerings as analogous to the struggle to 

break up At&T's monopoly over long distance services during the 1970s. The Coalition 
" .. 

compares AT&T's attempt to prevent the FCC from hYvalidating its restrictions on 

resale with Pacific's and GTEC's current attempts to preserve their resale restrictions. In 

the 19705, At&T had sOught to nlaintain high prices on private line circllits purchased 
. ,r 

in small volumes by pre\~enting reSale of its heavily diScOunted bulk private line 

oHerings. The FCC found such restrictions unlawful and ilot in the'best interests of 
those Whom regulation Was meant to proted-<:onsurners. The CoalitiOifcites BrOCk's 

study, The Ti/((Oliltlllmitaliolls IwfllSlry, which summarizes the FCC's basis (or renloving 

resate restrictions in the interexchangemarket tot the AT&t monopoly; 

"(In 1976), the FCC completed an investigation 
o( the resale restrictions of the telephone 
carriers. 1h~ reSale restrictions Were a 
fundamental plank in the carriers' ability to 
impOSe diSCriminatory pridng schemes 
because otherwise (avored customers would 
resell to lesS fa,'oied Ones .... The (FCC) ruled 
that the resale aDd sharing restrictions were 
unlawful discrimination and shol,lId be 
removed (ot all servires exceptMTS and 
\VA lS.u The (undamentallegal principle 
underlying the decision was a 1911 Supreme 
Court decision which prohibited the railroads 

It The FCC subseqllently removed reStriCtions on resale and sharing ofMts .all.d \VA TS tn: 
Rrgulaloiy p()titit'S CCmttining Rt'$alta1ll1 S~larfllllSt' of a Common ,Carrld Domt$li~ Public SWircl,t'll 
Ntlwork Sln1itt'S, CC DOcket 80-54. Report and Otder~ 53 FCC 2d 167, 17$·16 (1980). 
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from refusing s('(vire to freight forw,uders 
who purchased railroad service shippers. (ICC 
l'. Ddarmrt't. & IV. RR. Co., 2~O U.S. 235 
(1911).) The FCC ruled that the f('scJling of 
cOnlmuniC'a(iOl'lS service W,lS analogous to 
(reight foo\>:uding and ('Ould not be prohibitec..i 
by the carriers. (1J ... AT&T ... was unsuccessful 
in its attempt to o\'crlurn the resale nlles ...• "1' 

Pacific claims the Coalitlon#s argument mixes up pure 

switchless resale and facilities-based res..lle. A $witchless reseller has no f.lcilities, while 

a fadlities-based rescUer has aswitch that aggregates trafCicand connects to an IXC, 

purchasing toll service to corl'plete catls.lIIReseBers with a switch qualify lor the large

volume discounts \\'hile switchless reseUers do not. A swltchtess reseller cmmot get 

AT&TJs low MEGACOM priCes for traffic that goes directly from a low-volume end 

user to AT&T's switch because AT&T's tariff requires the customer to provide its own 
ac('('ss to get to AT&T's switch, not by using regular switched actess. lVithout that 

dedicated acccss paid for by the reseller, they cannot get MEGACOM. prices for usage 

from an end uset. Pacific alleges it has the same problern with its Business Advantage 

1(K)() servicc, which requires minimum \'olun'les tcoin each end-user location to qualify 

for the low prite. U a ['(>seller has a switch, then that is the location qualifying for the 

disoollntj if the reseller cannot aggregate traffic at its own switch, then each of its end 

users would have to qualifr--just as is the case with the IXC's intertATA toll. 

Finally, Pacific agrees to make its Business Advantage 1000 

sen.'ice a\'ailable fot resale under the terms and conditions of its retail tariff. 'This is 

consistent with cross-class restrictions on volume discount plans. 

It Brock, Tilt' Tl'lt\WIWm;lic(1til)IIS Il1dll5fry~ tIre DyHtHuiC$ of Mt1rktt SlwclUTt' (Harvard: 1981), at 
pp. 270-71 (fns. Omitted), citing Rtglilatory P(.,ficitsOmumillg R('$(llt anti Shart\' Use o/Oml/llon 
Carr;,', Sai.'itt"'s alld Facililits, Docket No. 20C1il, Report and OrdN, 60 FCC 2d 261,308-16 (1976), 
mod'd on reron ... 62 FCC 2d 5S8 (1977), aff'd A I&T ('. fCC, 572 F.2d 17 (2d Cir), (ert. Denied, 
439 U.s. 875 (1978). 

~ Dr. Sclw)'n (lor AT&T IMel) 16 Tr. 2791. 
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b) Discussion 

\\'e conclude that Padfic has adequately justified the resale 

restriction on cnd-us('r aggreg"Uori. for volume discounts, as explained below, and we 

shall maintain the testriction. The LECs should of(('r tor r('sale their volume-discounted 

calling pJans to CLCs based on the sarne terms and conditions as the retail ofiering to 

promote ron1petitive parity. CLC rescUers shouJd neither receive less favorable nor 

.. nore fa\'orable tetn\S than the LEC accords itself and its customers in the retail offering 

of volume-discount plans. Thus, where a CLC rescUer's customer satisfies the end-user 

volume criteria which would q~aHfy a LEC retail customer (or a volume d-iscount, the 

resale version of the calling pJan must also be offered to the eLC with the same bulk 

disrount rate less the avoided-cost discount We deny the Coalition's request to permit 

CLCs to qu.alify (or the volume diSCOunts based on ~ggregati6nof calling voJumes from 

multiple end userS who individually would not qualify (or the LEes' v()iuine discounts. 

The end-user restriction is not antiC<)ml'>etitive sinCe it plaCes 

both LEes and CLCs on a level COrllpetltive playing field \yith respect to their abilit)" to 

offer discounts based on volume to similarl)' situated end users. Ii we were to requite 

LECs to offer bulk discounts to CLC resellers based upon the aggregation of volumes 

from multiple end users, \\'e would effectively be changing the underlying terms and 

conditions of the corresponding LEC retail product. The Act does not require an 

incumbent LEC to make a Wholesale offering of any service which the incumbent LEe 

does not ofler to retail customers. By requiring LECs to offer discounts to CLCs under 

terms more favorable than arc offered to the LECs' own end USeTS, the CLC tesellers 

would be given an unfair advantage relative to the LECs and facitlties-bascd CLCs. The 

resellers would be able to oUel' their own low-\'olume end-user lower discount rates, 

not based on competitive merit or costs avoided, but merely based on the discounts 

LECs would be required to offer. 

The retention of this restriction is also consistent with the 

way that volume discounts are defermined in the interexchange toll market. As 

explained by Pacific, customers of switch less reselJers inthatmarket that lack dedicated 

access cannot qualif)' (or volume discounts. Likewise, CLC reselJers perform no 
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switching flHlclions that aggreg.lle toU traffic. Therefore, the interexchange toll market 

provides no basis to justify a \'o)umc-based discount for CI.Cs that aggregate toll 

\'olunles. 

The losses claimed by the LEes from lost toll rcvenue have 

not been substantiated. It is rcasonable to conclude, howc\'er, that rational consumers 

would switch (rom the LEes to Cl.Cs if lower-discount toll plans were offered (or 

essentiall)' the same calling pattern, with some resulting loss of revenue to the LEes. 

\Ve do not believe that resale r(>Strictions should be kept in place merely to protect the 

market share of the LEes. On the other hand, we do not beJie\'e it is appropriate to 
disregard the competitive imba1ances that could result between LECs and CLCs by 

creating a disparit}' betwC{'n the corresponding retail and resale products. As a result of 

permitting CLCs to obtain volume discounts based on aggregated \'olumes, the LECs 

could be expected to seek realignment of their rate structure with respect to low-volume 

versus high-volume end users. To minimiie losSes, the LECs could seek to eliminate, or 

at least scale back, their volume-discount plans (0 a\'oid losing cuslon\ers. \Vith the 

LECs; retail veislon of such plails gone, the CLC reseUers would no longer be abJe to 

purchase these volume discount plans for resale; this is cll) undesirable outcome. 

3. Cross-Class Calling Restrictions on OCPs 

a) Parties Positions 

For most o( the reasons Pacific supports restrictions oil. end

user le\'el aggregation, Pacific also believes that cross-class restrictions are alSo 

reasonable (or its OCPs. In particular, Pacific believes the restriction which prevents 

R~idential end users from. laking advantage of buslt\ess OCPs is essential to the 

definition and purpose of OCPs. Pacific c1ahns that removal of the cross-dass restriction 

fronl resold OCPs would contravene the Commission's requirements because the retail 

OCPs would no longer match the resold ser\'ice. TI1etewouid also be adverse revenue 

impact, claims Pacific, as its end users nligrated to resellers to take advantage of 

discounts made more broadly avaitable by removal of such a croSS-class restdction. 
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ORA beliC\'(>S thalthc limitation on r('scUing business toU to 

residence customers should remain because LEC business discount platls compete with 

the business discount plans of the (XCs. 

The Coalition argues that any cross-class restriction which 

would bar the sale of business services to residential customers should not be allowed. 

BTl contends that this restriction prevents residential custom:ers from being able to 

obtain the same price breaks which business customers gell and (ot("(>5 etc resellers to 

collude with tECs to keep residential rates higher than necessary (BTl Comments, 

PI'. 22-23). The Coalition beJie\'cs that such a customer class restriction is inconsistent 

with the way resale works in the intetexchange tollnlarket-where t~sidential 

customers have atCess to btislness customer price bteaks-and with the flexibility both 

Pacific and GTEe wilt have whe'n they resell interexchange toU serviceson an out-of

region basis (Coalition Comments, pp. 9-11). 

b) Discussion 

\Ve agree that the (ross-claSs feslriclions prohibiting OCPs 

to residential customerS should remain in place. Since the LEes are restricted from such . 

cross-class selling at the retaillevel1 the wholesale Version of the Selvic~ should conMin 

parallel provisions to promote a level competitive playing field; alld to retain 

consistency between retail and wholesale offerings. As ORA points oull the business 

OCPs of the LECs also compete with the business discount plans of the IXCs. Keeping 

this restriction in pJace promotes parity among competitors in each of these markets. 

The wholesale rate for OCPs should in(orporate the applicable avoided-cost discount. 

4. MultIple Vertical Features 

a) PlJrtles J Positions 

Both Pacific and GlEC oller end-users diSCounts on vertica1 

features if the features are ordered iri groups of two 6r more. These discount plans, 

howe\'el', \\'ere missing from the-tariffs (6r wholesale vertical leaturesboth LECs· filed 
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on March 21, 1996.z1 for the r(' .. \sonsdiS(us...~i allQ\'c with (CS}X'<t toint(,ltATA ton 

volume discount plans, the Coalition argucs these vcrtletl} (cature dis«lunt plans must 

also be made a\'ailable to CtC tc-sel1ers. 

The Coalition also claims that (ailing to make vertical 

multifeature discount plans available to etc (('Sellers is discriminatory and 

anticompetitivc, and severely handicaps CtC teSeJlers that try to compete (or existing 

LEe customers who may have more than one "ertical (eature. 

Pacific objects to a further discount to etc resellers (or 

ordering multiple vertical features for resale. Pacific·s eXisting discounts for "crtical 

(eatures ordered in groups of two or more reflEXt cost savings of faking a single order 

and installing more than one featuie at a tin\e. Thus, Pacific argues that the avoided 

costs for selling a single vertiCal feature loa reseUer would Ilot be the same as the 

avoided costs o( selling vertical feature discounts requiring ordering of two or more 

(ea tu res. 

b) . Discussion 

\Ve shall n.~uire Pa~ific and GTEC to make avaifable their 

muttiverticat-featute discoU"nt plans for resale to CLCs on the same terms and 

conditions under which they are offered to LEe retail customers tess the avoided-cost 

discount. Whether the LEC installs multiple vertical (eatureS for its own retail customer, 

or provides for the installation of the same multiple vertical (eatures under ~ wholesale 

tariff for acustOJl\cr of a eLC reseHer,·similar cOst savings should be realized. On the 

othH hand, the etc rescUer should not be eligible (or the multifeature discounts where 

single vertical features ate ordered separatel), and installed at different times, in a 

manner which differs ftorn the terms of the LEe retail tariff. 

5. CentrexlCentraNet Resale RestrIctions 

Pacific's Centrex and GTEe's Centra Net serve businesses with 

multiple telephone stationS. lhe services permit station-la-station dialing within the . 

II Pacific Ad\'ite tetter 1~116. GTEC Advice Letter so36. 
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business, and outside ("lllers m(\y also dial a parUcular sl,\tion directly. Optional 

features like Can Fon\'arding and uniform call distribution are also available. Centrex 

competes with PBX equipment available (rottt many suppliers. PBX equipment offefs a 

variety of optlonal (eatures, but access to the public switched network can be obtained 

only through a trunk line purcha$Cd (rorn the LEC. 

In 0.96-03-020, we dire<:ted that Centrex be resold subject to 

existing usc-and-user restrictions limiting resale ohly as a business system to single 

businesses, Centrex was not permitted to be used by CLC iescllers as a ".etwork

infrastructure toll-aggregation tool base~ on the premiSe that to do sO would 

undenriine the federal law on ptesubscription timing. U (Section 271(e)(2) of the Act 

provides that iiltraLATA prcSubscriptiori in the territory of an RBOC must await the 

RBOC's· entry into the interLATA market.) We expressed concern it\ D.96-03-020 that 

the balance set by the law would be upset if CLCs could provide their custon\el's 

presubscription through resale of Centrex .. and that it ";'QuId be inappropriate to use 

resate o( Centrex as a tool to aggregate to11 (rom unrelated end userS. The "toll 

aggregation tool" is the Centrex automatic routing feature. Flexible Route SeJection 

(FRS), which was the subject of D.95-05--020,u Centrex FRS provldes the technical 

capability to route h\traLATA toll caUs on a preprogrammable basis over private 

facilities to competing (XCs, and thus bypassing Pacific. FRS is equivalent to features 

cOIi\n\only available in non-utility PBX equipment, which may be used by sirigle 

customers or by multiple unaffiliated end users in a shared tenant service arrangement. 

Toll aggregators utilizing the Centrex FRS feature are able to route traffic of slnaHer 

u In O.95-OS-0io, the Commission defined "presubscription as a prO«'ss which allows an end
user served by a central office to select an lXC to automatically provide interLA TA or 
intraLATA rommunil'ations," (D.95-05-020.) 

u 0.95-05--020 granted a preliminary injunction pursuant to a cornplaint brought by MCI against 
Pdcific. MCI alleged that PadficwronglyrefusN to aHow itsCentiex customers with FRS 
routing (eaturesto use those features to [6uft' intra LATA toll traffic to the carriers Of th~ir 
choice. The preJinunary injunction prohibited Pdcific- from refusing to (onnect intral.ATA toU 
calls via Centrex FRs. 
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end-U5('lS to competing IXes, thus bypassing the LEes. FRS enahles end users of 

Centrex to avoid hewing to dial their prdert~ interexchange CMril'r (PIC) rode (I0XXX) 

before dialing an intr~,lATA IoU call, and, inslcad, to send such inlr,lLATA calls directl}' 

to thcir IXC of choice without the need to dial t-xIra digits. For Cenlrex rcsale purposes, 

we prohibitcd the lise of the Centrex FRS feature, as explained abO\;c. Consequently, the 

only way a rctail customer could make use of the Centrex FRS (eature was to take 

service (rom the tEe. It the retail custon\er selected a CtC as its local service provider, 

it could not make use of the Centrex FRS (eature. 

\Ve stated in 0.96-03--020 tha't we would consider in Phase III what 

changes to the Centrex/CentraNet services fllay be necessary to make subjed to the 

wholesale discount. \Ve thus authoriied resale of Centrex/Centra Net in D.96-03-0~O 

with no Wholesale discount. 

a) Parties' Pbsitlons 

Pacific advocates retention of eXisting restrictions on the 

resale of Centrex authorized by 0.96-03-020, permitting resale by ClCs only as a 

busineSS system to sIngle businesses and prohibiting use of its FRS capabilities to 

aggregate toll traffic to bypass the LEe network. Pacific's chief cot'tct'm, therefote, is not 

merdy with the aggregation of toll traffic, as an end in itseJ(~ 'Rather, Pacific is 

cOllcerned that the aggregation of toll traffic through the Centrex switch is used as a 

"ehide to bypass Pacific's network and to dired all calls to the networks of CODlpeting 

carriers. Pacific claims the Centrex autornatic routing feature effecth'ely enables 

presubscription. The Act prohibits statcs (rom ordering intralATA presubscriptiOll 

before Pacific has interLATA authority. Pacific argues that aggregation through Centrex 

resale should therefore not be allowed befote it is granted interLATA authority, citing 

the Act, § 271 (e) (2)(8).) 

\Vithout the toll aggregation IirnitatioJi, Pacific claims that 

CL.Cs could offer customers one-stop shopping (or aU their telecommunications needs, 

including using the CLC as the presubsaibed ~arrier for intl'aLATA aild intertATA 

calls. According to Pacific, the ability to enjoy one-stop shopping will be the deciding 
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factor in choosing a carrier tor a maJorit), of its (ustomcrs.u If th~ CI.Cs used C('ntcex as 

an aggregation tool and captured just 10% of Pacific's hlgh·\,olume business and 

residential toU customers, Pacific claims it would lose $655 million in toll re,·ennes. 

Further, since the use of the FRS (E.'~ltllre bypasses Pacific's s\\'itched a(X<'SS service, 

losing 10% of high·\'olume toll (uston\('rs WQuld result in Pacific losing $183 mi11ion in 

switched access charges. Thus, while Pacific would still be providing the s\ .... itched 

access service, the usage connecting the station to the FRS bypass facility would be free 

intercom caHing. 

Pacific claims toll and switched aCCess revenues provide 

es..~ntial oontribution to support low-prked basic residential service and universal 
- " 

service. Consequently, PacifiC recommends that the restriction remain. If the restriction 

is changed, theli, belote"the change becomes effective, Pacific would seek to reprice and 

restructure the serviCe to account for CLCs using Centrex as an aggregation and 

arbitrage toot. 

Pacific also seeks to maintain the restriction that resold 
, -

Centrex be sold to businesses only and not to residence customers. Pacific claims the" 

average loop" costs (or residence customers are significantly greatt'f than for b\lsh\ess 

customers.2S The Centrex tariff does not ha\'c prkes that 'tary b}t loop length, and the 

Centrex prke adopted in the Implementation Rate Design (lRD) decision exceeded the 

cost of loops provided to business customers to which Patific normally sells.~ If CLCs 

can resell to residence custon\ers under the current tariff, Pacific claims its costs will 

increase, and that wholesale prices set without relation to the cost is contrary to the 

Act.v Thus, PacifiC claims the restriction should either ren\ain in place or further 

14 Pitchford «(or Pacific) 21 Tr. 3861; &'ialso Pitchford (for Pacific) Exh. 75, pp. 7-10. 

2S Ste Declaration of Richard I.. SchoU attached as Exhibit 1 to P~cific's Comments. 

~ ~ -"". 
• D.91-09-{)65, p. 202. 

11 Section 2S2(d)(3). 
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hcarings must be hdd to establish a higher price (Of resale to CUSIOnlCfS served h)' 

longer loops. 

GlEe afso claims that the existing T('strictions which limit 

the c('sale o( Centr,lNet to single business systems in place of premiS('s-basro. equipment 

arc Itecessar}' to restrict ClC rescUers fro ill using Centr,lNet service for redirccting toll 

traffic to competing tarrier~ via toll aggregation. GTEC's tariff states thai CentraNel 

sen'ire isofferoo to meet individual end·user capacity requirements. Rates listed in 

GTEe's tariff ate applicable for CentraNct service based on individual end·uS('r 

customer configurations. 

The Coalition obje<:ts to reStrictions which limit Centrex 

resale to single busineS-.~s and p'rohibit the use of Centrex as an intraLATA toll 

aggregation too). The Coalition likewise objeCts to similar restrictions on GlEC;s 

CentraNet serviCe. The Coalition believes that the Comfnission'necds to removc an 
restrictions OIl Centtex/CenttaNel resale; arguing such restrictions arc antirompetiti\'e 

and inconsistent with§ 25 1 (c) (4) of the Att.' 

Removal of the Centrex restrictiOils will promote more 

innovative service o{lerings by ctCs, according to the Coalition. The Coalition ohje<:ts 

to Pacific's claim that the potential for lost reVenues justifieS keeping restrictions in 

place. In truly competitivemarkels, carrier revenues ate tied dirc<:tly to custOIrter 

satisfacti6ri; according to the Coalitioni and not to a monopoly-protected franchise. 

With the implementation of a oompetitively~neutral unIversal funding mechanism, the 

Coalition argues, Pacific should not be allowed to ctain't that the loss 01 auy sen'ice 

rev(,nues justifies limiting Competition. The Coalition daims that Pacific's plea that the 

contribution lost ftom low-volume toll users will harm its i'ibility to sustain universal 

sen'ire should be disJ'nisSed, since the Commission's universal service rules in 

Rulemaking (R.) 95-01-020/Investigation (I.) 95-01-021 are intended to: protect and 

promote universal $entice by the creation of an explicit funding source. 
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The Coalition nlso disputl'S Pacific's assertion that 

unll'slrict('d Centrex re~,le undermine.s presubscription timing.:t The direct routing of 

intraLATA loJllraffic 10 a cusloJiler's chosen IXC has i>ct'n authorized for alrnost Iwo 

rears. In addition, the Coalition states that the use of Pacific's ARS/FRS C('ntrex 

features to route intraLATA toll calls to an IXC is not prcsubscription, as determined by 

0.95-05-020. 

In addition, since GTEC is "01 a "Bell Operating Company,lI 

it is not affected by the presubscription liming provisions of the Act, The Coalition 

believes that by n'laintaining an inttaLATA toll aggregation restriction on CentraNet, 

GlEe can provide intraLATA toU service While signifitantly Hmiting the extent to 

which CLC resellers can provide the SaTne serviCe. 

Although CLCs Could resell Centrex with the FRS feature as 

a "tool'i to aggregate intraLATA toll usage by end users, BTl claims that requiring 

Pacific to "'lake Centtexwith the FRS option available for resale on such a basis is a (ar 

cry (rom requiring Pacific to provide presubscription. BTl notes that larget businesses 

with significant intraLATA toll usage already have the option of uSing PBXs or 

subscribing to Centrex FRS on an individual basis, either direCtly from Pacific Or fron\ a 

rescUer. the remaining isSUe is whether or n6t small custorncrSsh6uld have the ability 

to utilize Centrex with the FRS feature on a joint use or equh'atent basis when thc 

service is ~iovided by a reSeller instead of Pacific. In Brl's experience, marketing 

Centrex service to small businesses requires intensive individual customer contact. The 

~ The Act stat('$ that: 

"[elxcepl tor Single-LATA Statesand States that have ISSUed an order by 
December 19, 1995, tequiring a Be1l6petating company to implement intraLATA 
toll dialhl~ parity; a S~ate may not require a Bell operating company to. 
implen:'\ent Intra LATA to)) dialing parity in that State before a Bell operating 
company has been grantoo authority under this S('(tion to prc)\'ide ir'lterLATA 
services originating in that State or before 3 years after the date of enactment of 
the Telecommunications Act of 1996, whichever is earliet." The Act, 
§~7t(e)(2)(B). . 
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d(olt and expcnsC' in\'ol\'ed in soliciting such ClistomNs~ Centrl'x subscriptions would 

not justify its usc as a SI'<.',,-lal1l, ;111('1;111 ml'ans to compete against P,\cific (or dirl'ct

dialed intraLATA toll business according to BTL Moreo\'l'r, thl' largest c.uriNs, AT&T, 

Mel, and Sprint, could be haolpcrcd in efforts to engage in one-step shopping by the 

limitalion.c; that arc imposed by the Act against their joint marketing of loc," and 

in tcrLATA sen'ices. Gh'en thE'se (actors, BTl does not believC' an order tequ iring Pad fic 

to offer its Centrl'X services (or unrestricted reSaie would seriousl)' undermine the 

dialing-parhy-Hilling provisions of the Act. 

Additionally, BTl points out that Pacific was made subject to 

an order requiring it to aHow Centrex cuslon'll'rs direct accC'ss to compclith'e intra LATA 

toJi carriers ltsi~g the FRS fcature. BTl claims this orderl cOlltail'led in D.95-05-0iO, is not 

covered by the dialing parity timing requirements of 47 U.S.C. § 271(e)(2)(B), but 
- -

instl'ad tails within the exception afforded by that same subsection for I:States that have 

issued an order by oCtember 19, 1995, requiring a Bell oper,lling company to 

implement intra LA 1'A -toU diaHng par\ty." Pacific reSpOnds that D.95~05-o20 was 

subsequently dissolved by D.96-07-024 and that BTl's claim therefore has no basis. 

Evcn it the Commission finds that the ability of ClCs to 

"aggregate toll" using Centrex FRS is tantamount to having dialing parity, BTl argues 

that the Comn\ission would not be required to iinpose use-or-user restrictions. BTl 

- believes that it would be anticompetiUve and a violation ot the Act for such use-ot-user 

rcstrictions to be imposed on wholesale Centrex services because those same 

restrictions are not imposed by Pacific on its equivalent retail Centrex offerings. 

TCLA argues that eXisting resate restrictions on 

Centtex/CentraNct have created significant inequity in the resale market. TClA states 

that Cenlrex and CentraNet are the most important serviCes that incumbent LECs sell to 

busin<'SS customers. Centrex and CentraNet are used by Pacific and GTEe to create 

dependenC}' on the LEes' own central-ofike-provided (eatures and services and_ 

prc\'cnt customers (rom seeking such features and scrvires else\ ... hete in the (ornl of 

PBX equipment and other local exchaJ'lgc providers. TCLA claims/thereforc, that an 
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entire class of customNS is "locked in" to 'heir e-xis\it~g incumb('nt LEC serviC('s bC'C<luse

of the- COrllmission-imposcd resale restrictions on Ccntrex/Centr,lNet s{'r\'ices. 

ORA generally agrees with the resale r{'striction which 

allows Centrex scn'iC('s to be rcs6ld only as a business systen\ service to single 

cllstomers.However, ORA recomm('nds that no use-arid-user restrictions be placed on 

tescllNs of Ccntrex/CentraNel services who have the capability o{ bundling intraLATA 

and interLATA scrvires "lith Centrex/CentraNet FRS or automatic route selection 

system (eatures. 

b) Discuss/on 

\Vhile we authorized certain interim restrictions on the 

resale of Centrex/CentraNet in 0.96-03-0~0, we did so with the proviso that the LECs 

would be required to proVide justificatiOl\ in Phase III tlf this proceeding that such 

restrictions were n@ssary and rtondiscrirninatoty because the Phase II record 

underlying the decision had not been fully de\'e}opcd with respect to the consequences 

of removing the interim restrictions. \Vhile certah, parlies presented Hmited argun\ent 

regarding the need. (ot Centrex/CentraNet tesale restrictions in their comments on the . 

ALl's proposed Phase II decision, this issue had not been comprehensively addressed as 

part of the Phase II proceeding. lheiefote, in authorizirig the resale o( 

Centrex/CentraNet in D.96-03-020, we permitted the·restrictions to remain it- place 

pending the opportunity to de\'elop a cmnplete record on this issue in Phase III. 

\Ve conclude that the restriCtion prohibiting CLC tesellers 

from the usc of the Centrex FRS routing feature fot the purpose of aggregating toll 

traffic should be removed with respect to business customers. \Ve shall continue to 

restrict the resale of Centr€-xto residential custon\ers, as explcih\ed below. \Ve adopted 

the Centrex resale restriction prohibiting toll aggregatton itl 0.96-03-020 based on the 

premise that it was necessary to avoid prematurely permitting presubscription. nlis 

argument was made by Pad{ic in its OOmmentsonthe proposed decision of the ALJ in . 

Phase 11. In Phase IIi of thi~ ptOt.'eeding, we have had a mote thorough opportunity to 
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('xamine the "aUdity of this pren'isc and the merits of continuing to restrict C('nlrex 

resale in this manner. 

Pacific's argument regarding the relationship between 

prcsubscription and the aggregation of toB traffic using the Centrex FRS feature waS 

pre"iously made in connection with the complaint fiJro by MCI in C.9-l-1~-0321 

C.95-01-009 (MCI \'. Pacific) in the context of the terms of Pacific's retail version of the 

Centrex tadU. In resol\'ing the ptesent dispute oVer Centrex restrictions in the elC 

resale tariff, it is useful to review the ~1CI oornpJahU. 

In the above-referenced oomplahH, l\1CI charged Pacific with 

anticompeUtivc behavior in refusing to Connect intraLATA toll calls through the 

FRS/ ARS features of the Centrex tariff. As noted in 0.95-05-020, Pacific claimed 

competitive harm (rom I'emo\~al of the restrictions on Centrex FRS arose ftom two 

sources: (1) th~ loss-of intraLATA tr~l(fic (rom high-volume ton users \vho alre'ady have 

dedicated access to other IXC carriers, and (2) the loss of low-volume toll customers 

who lack dedicated a@ss but who can bypass Pacific and achieve t.iialing parily (or toll 

calls hy going through a Centrex provider. The toU aggregator can gather the tow

volume ton traffic using the FRS feature ami redirect it to a competing IXCI without the 

need (or lOXXX dialing; and end users have the san\~ capability. 

r-.iCI alleged that Padfic/s refusal to route to)l traffic under 

the tern,s of its CeiHrex tariff unfairl)' restricted intra LATA rompetllion by bundling 

retail Centrex and intraLATA toll servkcl and diseriminating an\ong carriers by 

proViding SOniel but not alt with FRS routing to competing intraLATA toll carriers. 

MCI sought a temporary restraining order enjoining Pacific from this alleged conduct 

and ordering it to take (urative steps. In D.95-05-0201 we concluded that MCI had 

shown that it was likely to prevail on the merits of its arguments after a full hearing and 

would suffer irreparable injury i£ Pacific Were allowed to refuse to <'onned intraLATA 

toU calls through the FRS (eatures ot its Cen~tex tariff. In 0.95-05-0201 we concluded 

that the routing of intraLA fA toll tn\ific via the Centrex FRS feature did not constitute 

presubscription. As we stated therein: 
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"As far as we know, presubscription has ne"er b('('n 
used to allow an end-user to select more than one IEC 
at a lin\e to provide int('(LATA serviC('s depending on 
user-provided inslructlons in various cir(unlst.m(('s, 
HkeFRS/ARS permits. Int('(LATA and intraLATA 
prcsubscriplion, rathec, establishes the default carrier 
(or aU times and all purposes until changed. 

II Also .•• until we authorize pres'ubscription to 
intraLATA toJ) carriers, the LECs will continue to be 
the default provider of intraLATA toll services (or 
calls that are not. •. lOxXx directly dialed calls. 
'Default' riH."ans no more than its ('omnlon 
definition ..•. Nothing •.• In fRD precludes customers 
from maktng that choice through use of FRS/ ARS." 
(IA'Cision at 54). 

\Ve th('(efore granted a temporiny injunction in 0.95-05-020 

prohibiting Pacific from refusing to connect intraLATA toll calls thorough the FRS 

(eatures of its Centrex tariff to competing carriers, Of (ronl inlposing any other 

r~striction upon the use of FRS (eatures that is not contained in Pacific's tariff. The 

injunction was granted pending full evidentiary hearings to determine whether the 

provisional relief should be made permanent. 

\Ve subsequently lifted the temporary injunction against 

Pacific in D.96-07-024, not ~ause of any showing by Pacific that the Centrex 

restrictions were reasonable, but merely due to lack of prosecution on the original 

complaint. As we stated in D.96-07-024, we found no basis to continue the injurtclions 

because no party to the complaint sought to pursue evidentiary hearings, and "all of the 

moving parties lost interest in this case." \\'e noted, however, that "our action in 

dissolving the prelirninary injunction should not be read in a policy light/' Moreover, 

the parties to the 4.."OmpJaint had already entered into a separate agreement 

incorpordting the preliminar)· injunction r'C<}uirement that Centrex customers with FRS 

routing featur~s be allowed to route their intraLATA toJl traffic to the carrier of their 

choke. 

The same reasoning We applied in D.95-05-020 inconduding 

that Centrex FRS toll aggregation at the rt~taille\'el did not constitute pte-subscription. 
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also appliC's for CtC r('sale of C{'nlr('x in the instant context. The removal of this 

restriction on CtC ((,5.11e of Centrex does not change Iladfic's st"tus as the def.uIlt 

provider of intr., LATA toll calls. Nothing in Pacific's PhaS(' III comnlents refutes the 

conclusions we reached in D.95-05-020 regarding the applicability of presubscciptlon 

with respect to C('ntrex FRS/ ARS. \Ve, therefoTC, determin(' that removal of the C('l\trex 

restriction on the uS(' of FRS/ ARS for toll aggregation would not amount to tlie 

prenlatme implementation of presubscription. \V(' find no basis to continue the 

C('ntrex/C('ntraNelloll aggregation rcitriction fOf (esellers based on this claim. Th(' 

lifting of this festriction is not in conflict with § 271{e)(2) of the Act which provides that 

intraLATA presubscription in Pacific's territory must await that compan)"s entry into 

the interLATA ittarket. 

\Ve ftlrther conclude that the restriction on the use of 

Centrex's FRS features for touting il\lraLATA loti tra-ffic as currently in plate (or CLC 

resaleputpOS(>s poses an impediment to the development of a competitive Jocal 

(,xchange fllarket. The restriction unfairly handicaps CLCs in seeking to ofter 

competitive Centrex service on par with the LECs. Specifically, the restriction f6rces 

retail customers to choose Pacific as their local service provider Hthey wish to take 

advantage of the Centrex FRS feature offered under Pacific's retail tariff. The Centrex 

service available from the ctc reseller is of an inferior quality, inasmuch as CLC 

customers calUlot use the FRS (eature to the extent posSible b)' Pacific's customers, and 

significantly hampers the abilit)' of the CLC to compete with the LEC. 

The removal of this cestrlction wiJI enable eLC resellers' 

customers who utilize the Centrex FRS feature to have theIr toll calls routed to another 

intr.,LATA toll provider without the nl'C'd foc lOXXX, dialing in the same manner as a 

retail custorner of the LEe. Thus, whether the customer chooses the LEC or the ctc 
reseller to provide Centrex service, the ClistOrller will be subject to similar terms and 

conditions. 1l1is wHl pron\ote a more level competiti\'e playing field among CLCs and 

LECs and will enhance the chokes offered to end users. It is our intent that CLCs, 

themsel\'cs, not use the Centrex or CentraNet toll aggregation (eature to qualify for 

\"olun\e dis(Olmts \\-'hich are only available to end-user cllston\ers. 
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In the C,lse of GlEC's Centr,lNet, the pn."'Subscription 

argument has nO rdevanre. Even if Pacific were to prevail in its argument, it would not 

apply to GlEC since it Is not a Ikll OJ-)crating Con\pany and is unM(ectcd by the 

presubscription timing provisions of the Act. Moroover, by Commission res01ution 

effecti\,c March I, 1997, pn"Subscription has already become cf~ecti\'e \vithin GlEC's 

service territory. GIEC has a"lso already begun offering long-distance service, and is not 

constr,lincd as is Pacific in its ability to compete in the long-distance market. Therefore, 

Pacific'S dail'ns regarding presubScriplion offer no basis to restrict resale of GlEe's 

CentraNet with respect to aggregatio"n of ton traffiC for routing to an alternative carrier. 

\Ve recognize that lifting the restriction inlreases the ris~ 

that Pac;ific and GlEC may lose toll and switched acCess te\'enues as a iesult of CLCs' 

resale of Centrex and CentraNet. The magnitude of potential losses ftom "this specific 

cause, ho\\'e\'er, is s~ulative at this Urne. The possibility of competitive losses is one 0( 

the risks which firms face in a con\petitivc marketplace. The protectionof the " 

incumbent LECsi market share against competition is not aproper justificatkHl (or a 
resale restriction. The more important ronCE'nl is promoting a competitive playing field. 

\Ve conclude that Hfting the restriction furthers this goat Moreover, to the extent Pacific 

and GTEC claim that the losses they sustain from the removal of this restriction 

constitutes a taking of frcmChi~ property rights, we have already provided a procedural 

mechanism in 0.96-09-089 to address these claims and implement any remedies (ound 

to be appropriate. \Ve have also set up an Universal ServiCe funding mechanism in 

0.96-10-066 \",'hich is designed to ensure universal service is not jeopardized with the 

introduction of competition in the local exchange: Thus, Pacific#s claims that removal of 

the restriction on FRS usage will jeOpardize universal service funding is not persuasive~ 

Accordingly, we shall direct Pacific and GTEC to tenrtil1ate this restriction CH) the resale 

of Centrex/CentraNet. The removal of this restriction promotes greater competitive 

parity between LECs and CLCs by removing an impediment on ClCs' ability to 

compete on a equal basis_ 

We conclude, however, that it is appropriate to retain the 

restriction that Centrex and CentraNet be resold only to business Cllstomers subject to 
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the ,woided-cost discount and not to residential customers. There(ore, the FRS fouting 

(c"ture of Centrex will onl)' be a\'ailable to bUsiness, not residential customers. Until a 

determination c,'\n be made of an}' cost diffefences belwtX'n serving residential Versus 

business CllstomNS with Centrex and Centr"Net, it would be premature to fl"quire the 

LECs to offer those ser\'ices for resale to residential customers. \Ve would \'iolate the 

principle that the wholesale rates of LEC services should correspond to the LEe's Cost 

of providing those services, less the wholesale discount (or avoided costs. Once we 

detern'line Costs (or a residential offering of Centrex/Centr.lNet service, we can 

authorize their resale to residents. \Ve shall defer this determination to a later 

proceeding. 

6. Operator and DA service 

a) Parties' Positions 

The Coalition states that LECs have prc\'crtted CLCs from 

utilizing opera.tor M\d DA offerings (rom other c.uriers. In arbitrationproceedings, 

Pacific has agrC\.~ to provide its resold access line without operator and DA ser\'ices/' 

and route these calls to the platforn'ls requested by rescllers.JO Pacific dain\s that the 

Coalition's comments regarding lack of access to operator and DA ~ervkes are moot. 

\Vith respect to rebranding involving operator, call 

completion, and DA servk~s, the FCC states: 

"[\V)here operator, call completion, or directory 
assistance servke is part of the service or service 
package an incumbent LEC ofters (or resalc, (ailure by 
an incun\bent LEC to comply with rescller bra.nding 
requests presumptively constitutes all unreasonable 
restriction on resale. This presumption may be 
rcbutted ... ," (First Report and Order 1971.) 

:t Applic,tfiou 0/ Mel COllll1lfWicaliolls 0/CI1Ii/L)f'J1W, rnr./oT Arbi'n~thlJl, Application (A.) 96-08-068, 
RcspOl\Se Brief of Pacific Bell, Testimony of Thomas H. Warner attached thereto (Sept. 24, 1996), 
p.7,n.7. 

)0 Ibid., Teslimon}' of NanC}' Luban\ersk}' attached thereto (Sept. 24, 1996), p. 31. 
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Pclcific asserts that it is technk\llly unfeasible to re-brand 

resold opecdtor'and DA services included as p"rt of a resold line. Beca.u5C resold 

operator and DA Services cannot be tebrandcd l Pacific s'tates they will be unbranded for 

resa1e purposes. Where the LEe acoommOdates a rescUer's branding request, the FCC 

has indicated that the LEe may hrtpOSe appropriate charges (or such request. Pacific has 

not 'yet determined the added costs associated with branding requests. Pacific states, 

that it can of(etunbundled operator and DA usingdedicatcd trunks to operator and 

DA platforms. \Vhen this element is provided in this Ii\annel', a eLC (an choose to have 

Pacific's operator b~and or not brand its caUs. PaCific claims that bta~ding of DA on an 

unbundled basis is not technically feasible except for three lOcations. 

Pacific beJieves that a tese~ler is precluded under 1817 of the 
, , 

First RepOrt and Order ftom ro~bining unbundled operator and DAwith a resold 

access line without Operator and DA. 
- , 

The FCC explained it\ 1817: 
, ' 

liThe availability of yertkal serviCeS as part of a 
wholesale servite offering is distinct froni their 
availability a~ 'part of the local switching network 
element. In these drcums'tance5, ~lIo\vir\g the new 
entrant to combine unbundled 'el~ments with 
whol~1e services is ~i'n option that is not necessary to 
permit the new entrant to enter the local market." 

Based on the FCC's statement" Patific askS the COrTu'tliSsion 

to order that rescUers not be aUowed to (on'tbine unbundled elements with resold 

services. 

The Coalition disagrees with Pacific's c1ahns that tcSt'llers 

nlay not mlxunbundled elements with resale services pursuant to 1817 from the 

Interconnection Order. The Coalition argues that the limitations set forth in 1817 

conCern only the purchase of vertical features as part of a wholesale service offering, 

which i'sgovemed by § 251(c)(4) of the Act ~nd avoided, cost pricing. In this p'articutar 

instance, the FCC has detenriined that tECs are not tinder the obligation to .fu_rt~et 
- - - - . 

unbundle the vertkal features from the uilbundled local switching element and offer' 
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and allow thelll to be rombin('d with a wholesale service offering. Rath('r, "{i)1l th('Sc 

cirrumslanres, allowing the new entrant to combine unbundled clements with 

wholesale servio."S is an option that is not llC«'sscuy to permit the new entr,mt to enter 

the loc,,' market." 

Thus, the Coalition claims that tesellers are permitted to mix 

unbundled elements with resale services, and that the FCC Interconnection 01...-1('r only 

precludes the instance of a reseHer's purchase of unbUildled \'('flical features with the 

local switching elenlent and combining them with unrelated whol('sale offerings. 

b) Discussion 

\Vhile Pacific was ordered by the Commission in its 

arbitration case with Mel to provide its resold acceSs lines without operator and DA 

sen'ires, and to toutcthe$e calls to platforms requestM by Mel, that order a·pplied only 

to that arbitration case. Therefore, we must forrnulate generic rules (or ClC's aC'ct'ss to 

opera tor and DA offerings independently of ,,,'hate\'er arrangeli\ents were adopted in 

the arbitrations. \Ve conclude that the CLCs should be able to utilize operator and DA 

offerings from othercarriers to promolceoffipetiti\'e parity with the LECs. Therefore, 

we shall direct the LECs to make available their resold ac((>SS Ilnes to all CLCs without 

operator and DA sen'ices, and to route calls o\'er such lines to platforms requested by 

theCLC. 

The other remaining contro\'ersy involves whether a reseller 

is precluded from combining unbundled operator and DA with a resold access line 

without opera lor and DA. \Ve believe that Pacific's interpretation of 1817 of the First 

Report and Order is o\'erly broad. \Ve agree with the Coalition that the limitations in 

1817 only make reference to \'ertical (eatures as part of a whol('Sale offering. Therfore, 

we find no basis to prohibit CLCs from combining unbundled operator and DA with a 

resold access line \\ .. ithout operator and DA. 
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7. COPT Restrictions 

a) Parties' PO$ltlons 

\Vith respect to consumer safeguards, the CommissiOn has 

tr.,ditionally regulated COPT providers through restrictions in the LEC's COPT retail 

tariff. Pacific pJaced the same restrictions in its COPT resale tariff to put CLCs on an 

even footing when competing for COPT business. CPA believes that the restrictions 

should not be itl Pacificis resale tariff, but rather, should be contained in the CLCs' 

tariffs. Pacific supports this ptoposal for OOllSuJnet safeguards. 

CPA additionally complains about features, such as call 

screening. which are included in the COPT aCcess Hne. Pacific states that features such 

as call sctet"ning ate not resale restrictions but arc part of its COPT service, and so ate 

included in its wholesale service. The FCC has stated that I/§ 251 (c)(4) does not impose 

on incumbent LECs the obligation to disaggregate a retail service into more discrete 

retail services_" Accordingly; Pacific objeds to CPA's request to strip certain features 

from Pacific's resold services. CPA also seeks t6 change the limitations on the type of 

service sold to COPT providers. Pacific states these limitations are not resale 

restrictions, but define COPT service, and, thus, should be part of its wholesale service. 

b) Discussion 

We shall direct the consumer-safeguard provisions of COPT 

servi~, which have been included in the LECs' resale tariffs, be placed instead in the 

CLCs' retail tariffs for COPT service consistent with the proposal of CPA. 

\Ve agree with Pacific that the existing features of its COPT 

service, such as call screening, that are also part of the COPT resate tariff are 

appropriate since they are defining characteristics of the LEes' underlying retail service. 

Therefore, Pacific and GTEC will not be required to disaggregate their COPT service 

into more discrete elements. 

-69 -



R,95-0-1-0-i3, J.95-04-0-U ALJ/TRP/WclV • * ie :\~ 

8. Contract OfferIngs 

tt) Parties' Positions 
Th~ First R~port and Order requires that contr,lct offerings 

be made available to resellers at an avoidcd~c6,st discount." Howe\'er, Pacific: argues 

that wholesale discounts should only be applied to contract offerings after the 

Commission changes its rl1l~s which classify certain resold ser\'ices as Category I 

serviCes without pricing n~xibility.~ Pacific claims that the discounts of( contract 

offerings cannot be uniformly applied, since each contract offering is potentially unique 

and may already account for thecoststhat are a\'oidedwith resold services, e.g., lower 

marketing, ordering, and billing costs. Also~ the discounted prices mllst be at or abo\'e 

applicable price floors approved by the Commission. 

For resale o( a contract offering. Pacific argues that the terms 

and conditions of the underlying ret~H contrait oftering must be met, including 

minimum \'oluO\e conlmitments, location-specific volume-discount thresholds, call 

duration requirements, and end-user aggregation requirements. Finall)" Pacific 

advocates that retail contract Offerings may only be resold to similarly situated 

customers. 

The Coalition objects to Pacific's proposal to postpone 

making its contract services available to CLC rese)]ers at wholesale rates until rt.."'Sold 

services are reclassified by the Commission and given priting fleXibility. (Pacific 

Comments, p. 23.) Pacific filed a pleading before this Commission seeking such 

reclassification arid pridllg fleXibility for resale services.ll The Coalition argues that the 

Commission should not allow a etC resellec'slaw(ul ability to purchase contract 

l. First Report and Order 19.J8. 

~ D.96-03-020, p. 54. 

II See Petition of Pacific Bell for MQdification of 0.96-03-:-020, filed April 12, 1996, pp. 4-5. On 
May ~1, 1997, the Coirimission issued D.97-05-096, denying Pacific's Petition (or Modification 
with respect to its request (or additional pricing fleXibility at this liml'. 

-70-



R.95-O-t-0-I3, 1.95-0-1-0"1<1 A I.J /TRP /wa\' * * .; :~~ 

servi«'S at wholesale disrounts to be delayed until P,lcifk rC<"ci\'es il (,l\'or,lbJe 

resolution to its Petition to ~fodif)', Thus, the Coalition argues that rontr,l(t offerings 

must be made available to CtC resellers who mN'1 contract-spedfic terms and 

conditions requirements. 

b) Discussion 

\Ve agree with the Coalition that LEe retail contract 

of(erings should be made available at this lime for resale to CLCs at wholesale prires 

reflecting the avoided-cost discounts of 17% for Pacific and 12% (or GTEC: There is no 

justification for deferring resale unUl the Comn\ission tedassi(ies certain resold 

Categor)' I services w~ich do not currently ha\ie pricing fleXibility. In the interests of 

competitive parity, retail Contracts should be made available (or resale without deJay. 

\Ve agree with Pacific that coitttactssho\tld only be tesold to Similarly situated 

customers tmder the same tenns and conditions as prOVided under the LEe retail 

contract offering. 

A potential problem arises, h()wever, in the c.\se of contracts 

. involving the resale of a CentrIC>::, CcntraNet, or other access lines. In the cases involving 
. . 

rctail contracts (or such lines with the incumbent LECs, the customer must pay a 

Federal Access End User Common tine (El1CL)chatge. This EUtL charge is collected 

as part of the overall retail contract price t6 reimburse the LEe for the cost of telephone 

access lines allocated to the interstate jurisdiction. Consequently, based on our 

wholesale pricing policy which applies an avoided-cost discount to the LEe retail price, 

the wholesale contra~t price paid by eLC reseUers would already include the prOVision 

for a EUCL charge. If the ClC teseller was then required to impose its own additional 

EUCL charge on the retail customer and remit that amount to the LEC, the resulting 

retail contract price could become too high to permit the CLC to compete with the LEe. 

AccordIngly, before we authorize the resale of contracts 

involving Centrex/CentraNet acCess lines, we shaH direct the ALJ to take comments 

from the" parties on ilppropriate measures to adopt in order to avoid potentially 
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ullcompetitl\'e pricing of such contr,lcts m('Cd), as a result of the coUcction of the EUCt 

charge. 

E. Nonrecurring Charges for LEC/CLC Customer Transfer 

In addition to the n\onthly recurring chargt'S applit<lble to ",hole&lle 

service, the tEes incur One-tinle costs \"hen a LEC customer tr,lnsfers to a CLC rescller. 

These costs relate to the adl'liinistrative work involved in transferring a cllston,\er's 

account from the tEe"s retail biJIing and accounting system to the system developed fot 
j; 

the ctc reseUer. 

In D.96-03-0iO, the Commission st~ted that "[a15 an interim measure., we 

shalllhl'lit the amount that LECs may impose as a nonrecurring charge to the existing 

retail tarilE charges applicable to the -transfer of a custon\er account who r('nl(\ins at the 

same service lOcation., less avoided retailing OOSI5.,,3-& \Ve adopted changco\'er charges 
. . 

for Pacific of $4.15 for residential clistomers and $5.81 (or business customerS based on 

the supersedure charge in Pacific's Network and Exchange Services tariff. ForGTEC1 

the corresponding figures \ .... ere $~O.24 for residential customers and $30.36 (ot business 

customers. \Ve further Indicated that we would examine customer changeover charges 

in Phase III of the Local Exchange Competition prOCeeding (R.95-04-043/1.95-().t-().I4)~ to 

determine what appropriate nonrecurring charges shQuld be imposedprospecti\'ely 

related to the transfer of aLEC custon\et account to a CLC reseller. (DeciSIon at 36.) 

1. Parties' positions 
Pacific contends that the supersedure charge for the transfer of a 

LEC customer to a eLC reseller adopted by the Commission is inappropriate, and that 

the cost of transferring a customer to a eLC is much greater than $5, less our applied 

17% discount. Pacific argues that evidentiary hearings are necessary to establish the 

correct charge. 

)I D.96-03-020, p. 35. 

15 D.96-03-020, p~ 36. 
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The Coalition seeks no change in Padfic#s inte-rim changoo\'cr 

charge at this lime, but believes that GlEC's interim changeover charges should be 

substanttaUy'reduced~ AT&T, :"1tl and CALTEL argue that changeOver charges tor 

local exchange services should be similar in magnitude t6 the $5.00 PIC change charge 

customers face when changinglXCs. Althoy.gh the interim charges adopted (or Pacific 

meet this test, GTEC's charges of $20.24 al\d $30~36 for residential and business 

cust~)Jners, respectively, de) not. Thus, in'otde~ fOr th-e LECs to brinl?~heir r~te tariffs 

into compliance with the Feels Oider, the Coalitiot\ propos-e5 thatGTECis interim 
. --

changeo.ver charges should mirr~r Patifie's: ... 

the Coalition argu~ that peiI'nanent ch,inge6ver <;harges should be 

set. only alter PaCific and GtEC ha\'e implemented the operational sl1pport systems. 

(OSS)orden;d by the FCC in order to all()w competitors to perfoim the fun~ti6ns of pre- . 

ordering, ordering,pI'O"is.ioning, maintenanCe and repair for wholesale ~rvices, as wen. 
asunbundledrietwork elements, ill substantially the same time and manner as the 

incumbent LEe can (or itself.X. . , 

TeLA stiltesthat i16 eVidence w"as presented to justify "ny 

applicatioJ\ of a charge lor migrating a customer fro~ an incumbent LEe· to a r~lIer, 

and eVidentiary hearings should be held to determine whatlevc1s are appropriate. 
- . 

Moroo\,crl'TCLA believes any changes should apply on a: ~'per customet account·' basis 

and n6t on "pet Jlne'; basis as ordered in D.96-00-020. Otherwise, a reseUer bears a 

Mgherrost to n\igrate his/hetcustomers just because such customers may have 

multiple lines. The incumbent LEe/s activity to move a customer, as described by the 

LEes at various of their seminars for tesellers, do not appear to be dependent on the 

number of lines belonging to the migrating custoIllet. TelA repOrts that Pacilic 

indicates that it will perform the cOn\tersion on an "account'; basis and switch the 

billing for all the lines under that account to be billed to the reseller. In light of this, 

,. FCC InterronilEx:tiort Order at" 518 and 525. 
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TeLA argues, the Commission should adopt a "p<'l account" fcc that is uniform, 

regardless of .he size of the account 

2. DiscussIon 

\Ve agrre that the nonrecurring charges adopted in 0.96-03-020 for 

elC/LEe cuslon\er transfer warrant reexamination. \Veshall tr,1nsfet this issue to the 

wholcsa!e pricing phase of the OANAD prOceeding. Until \'!r'e reach resolution there, the 

changes adopted in D.96-03-020 shan remain in effect. 

Findings of Fact 

1. In 0.96-03-020, the Commission authorized the resale by ClCs-of various retail 

services offered by Pacific and GTEe, but deferted outsta'ilding issues regarding the 

removal of restrictions on the resale ot, and the appliCation of wholesale discounts to, 

certainLEC retail services to Phase III ot this prOCeeding. 

2. The Act n'tandates that aU LEe retail teleCofllmunications services be authorized 

for resale. 

3. Voice Mail is among the bundle of services offered by the LEes. 

4. Voice Mail is a Category III sef\'ke not subject to price regulation. 

5. eLC tesellers do not need to tesell the LECs' ULTssinte the ClCs can receive 

reimbursement ftorn the ULTs fUild. 

6. The LEC offers its retail customers inside wite maintenance/repair services 

either through a tariff plan or through separate charges for technician service tin\e on 

an as-needed basis. 

7. CLCs need access to the LEes' Voice Mail service (or resale purposes in order to 

permit CLCs to offer end users it competitive over.lll service package. 

S. There ate Independent vendors who can provide inside wire maintenance 

service. 

9. Pacific did not proVide justification why the list of services included itt the 

attachment 10 its comments should be exempted ftonl resale to CLCs. 

10. Under the Act~ LEC promotional offerings are to be offered for resale at the LEe 

retail price less a wholesale discount unless they are offered for only 90 days ot less. 
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11. As pr~scribcd under the Act, the tEC wholesale discount is determined 01\ the 

"basis of the retail r,ltes charged to subscribers fot the telecommunications &'rvire 

requested .. excluding the portlon thereof attributable to an)' marketing, hillit\g. 

roJle<:tion and other costs that will be avoided." 

12. For those LEe services which wetc already being o((erro on a wholesale basis 

prior to the adoption of 0.96-00-020, there is no avoided retail cost savings to pass on to 

ClCs. 

13.The record in this proceeding does not support changing the interim wholesale 

disCount rates of 12.% for GTEC and 17% for Pacific. 

14. A true-up mechanism for the di((etence'in revenues ro)}cctoo under interim· 

versus final wholesale rates \\'ouJdintroduce signifiCant uncertainty into the CLC resale 

market and would risk stalling Curther development of local exchange CORipetiti6n. 

15. Since the interili\ discounts of 17% and 12% adopted inD.96-03-020 reflected 

total costs of all services, it is consistent to apply the dIscounts on a uniform basis to all 

LEC retail Services SUbject to resale. 

16. COPT servke exhibits the characteristics of retail mote than wholesale serVice. 

17. The COPT provider can be dearly distinguished from a CLC rescUer which is, in 

fact .. a: public utility telephone company engaged in the businesS of purchasing 

wholesale and independently seHing retail telephone services. 

18. Private line service is essentially wholesale in nature, although It may 

incidentall)' be offered on a retail basis. 

19. The costs incurred to provide Special Access/private line service are not 

materially different whether the customer is a wholesale or retail customer. 

20. On July 15, 1996, Pacific filed an advice letter for the withdrawal of its 

proVisional Wholesale tariff for Custom Calling Services. 

21. The wholesale rates which CLCs are charged for Custom Calling Services are 

based on the ONA retail tariif rate for each service less at. avoided-cost disc:ount. The 

wholesale rates for remaining Custom Calling Services not included in the ONAtariff 

are based on the applicable retail rate less an avoided-cost discount. 
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22. Nothing in the Act prtXJudes a st(,tc from imposing requirements on a 

tdC\."'Onmumications cMrier that are n~ss.ur to (urlher competition in Ihe provision o( 

telcphone exchange S('f"icc as long as the statc·s reqllirements arc nol inconsistent with 

the Ad or (eder,,' regulationS hl'p}ementing the ACt. 

23. It would circumvent the nlat'ldate to promote ronlpetition if customers could 

purchase LEe scrvires under wholesale tariffs merely (or their own internal usc rathet 

than for resale. 

24. The LECs' volume-based discount calling plans require each cnd-liser to meet 

certain I'ninimllm calling volume requirernents in order to qua1i(r (or discounts. 

25. If the LECs \vere required to provide the same Volume-based discounts t~ CLCs 

based lipon aggregation of scveral end users' calling volumes, there \\'outd be a 

disparity bet\,'een the retail and wholt>Sale service offerings. 

26. The cnd-user aggregation restrictiol\ on the resale of volume-based discount 

calling plans p~aces both LECs and CLCs on a level con\petitivc playing field. 

27. The crosS-class restrictions on the resale of \'oJume-based discount calling plans 

promote a leVel competitive playing field among LECs, CLCs, and IXCs. 

~8. The LECs' failure to offer multiple-vertical-feature discount pla.ns to ClCs on the 

same basis as offered to the LECs' retail customers handicaps the CLCs in competing fOr 

customers. 

29. In 0.96-03-020, the resale of Centrex was authorized only as a business system to 

single businesses, but CLC resellers wete 'not permitted to use the FRS feature of 

Centrex to route customers' intraLATA toll traffic to a carrier other than Pacific. 

30. The premise underlying the prohibition on the use of the Centrex FRS feature to 

aggregate toll tralCiC for bypass of Pacific~s network was that removal of such a 

restriction would constitute presubscription. 

31. In 0.95-02-020, the Con\mission concluded that the touting of aggregated toll 

traffic \ria the Centrex FRS (eature did not constitute presubscription since there was no 

change in the status of P<idfit as the default prOVider of intraLATA toll service. 
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32. In Phase III of this prococding, neither Pacific nor GlEe provided any arguml'nt 

to rdute the Commission's view in 0.95-02-020 regarding the relationship between 

presubscription and Centrex FRS tra(lie routing by ton aggregators. 

33. Evcn if PacifiC (QuId justify retentiOn of the Centrex restriction 01\ the usc o( FRS 

toll aggregation on the daim that it prematurely granted presubscription, the 

justification would not apply to GlEC's CentraNet service since GlEC is not a Bell 

Operating Company subject to the presubsaiption provisions of the Act and since 

presubscription is already in e(fecl within GlEC's service territory. 

34. The rcn,\oval of the rcstriction on the usc of the FRS routing toJl aggregation 

function will result in competitive parit)· between the CClltrex service offered hy Pacific 

vcrsus the Centrt'x service offered by tesellers. 

35. To the cxtent that there are cOst differences between offering Centrex to business 

versus residential customcrs, it would produce a distortion in wholesale rates torequire 

Pacific to Mfer its Centrex business service for t{'sale to residential customers. 

36. The FCC First Report and Order (Paragraph 817) only precludes the ieseller1s 

purchase of unbltndled "ertical features with the local switching element and 

combining them \vith unrelated wholesale offerings, but does not preclude the mixing 

of unbundled. elemcnts \,'ith resale services. 

37. The limitations in the LECs' tariffs regarding the features to be included in the 

COPT access line define the service which is subject to resale. 

ConclusiOns of Law 

1. No further evidentiary hearings ate reqUired in this proceeding in order to 

modify the it'strictions al:d applicability of discounts for the elC resale of LEC retail 

services. 

2. Although the Act requires resate only of LEe retail telecommunications services, 

it does not prohibit the states (ron\ adopting rules which expand the range of sen' ices 

offered for resale to include enhanced or auxiliary services offered by the LECs at retail. 

3. The PU Code authorizes the Commission to regulate the rates, tems# and 

conditions of services offered (or sale b}· the LECs, as set forth in various ~ode sections 

(e.g., § 454, 489, et al.). 
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4. Th(' additional LEC retailtel('Communicalion scr\'iC\~ not pre\'iously offered for 

r('$.ll(', including those set forth in AppendiX A, should be made avaHable (or resale. 

5. UL TS should not be authorized for resale by the LECs since it is not a 

telC'COmmunications service, but a biHing m('Chanism which is available to CLCs 

independently of the LEes. 

6. Sen\ipubJic ser\'ice should not be offered for resale at this time. 

7. Existing rules which require certification of ClCs as a prerequisite to qualifying 

for purchase of LEC wholesale tariff ser\'ices are adequate as an interim measure to 

screen for bogus attempts to purchase retail services at wholesale prices. 

8. Consistent with the pro\'isions of the Act, rates (or an LEe retaU services whkh 

are offered to CLCs (or resale should incorporate a discount to reflect the a\'oided retail 

costs of the wholesale ser'lice, except Voice ~fail services (or which no wholesale 

discount is prescribed. 

9. LECs should charge no more than the retail tari(f rate (or resold Voice Mail 

services and should make any discounts 01\ retail Voice Mail available to sinlilarly 

situated resale CllstOli:lets. 

10. To mitigate possible priCe discrimination, LECs should remove resale restrictions 

on Voice Mail services (rom their tariffs. 

11. The rates for those retail services \\'hich were authorized (or resale in D.96-03-020 

with no wholesale discount applied should be revised to incorporate an avoided-cost 

discount of 12% for GTEe and 17% for Pacific. 

12. Since private line services are essentially wholesale in nature, ClCs should pay 

the same ra.te as IXCs with no additional avoided-cost discount. 

13. In light o( the Circuit COllrt slay of the pricing provisions of the FCC Order, the 

Commission is not obligated by law to adopt any changes in the interim wholesale 

discounts o( 12% and 17% to conform to the cost methodology employed by the FCC. 

14. Pacific's proposal to nlake current wholesale revenUes subject to a fulure true-up 

mechanism to reflect retroactive application of the wholesale discount rates to be 

determined in OANAD should bl" rejected. 
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15. Consistent with the provisions of the Act, all restrictions on the resale of P,lci(ic's 

and GlEe's tc1ecommunkl,tions S('rvices sho\11d be removC<i, subje<t to the specific 

ex«'ptions set forth in the decision, or unless at least one of these two companies 

justifies that specific, narrowl}' tailored il'Strictions are n('(('ssary and 

nondiS(rinlinatory. 

16. The LECs were provided an opportunity in Phase III of this proceeding to 

identify any resale restrictions which they belie\'e ate appropriate and provide 

justification for retention of those restrictions consistent with the Act. 

17. Further comments shOUld be taken regarding what p6ssible measures, if aJ\y~ 

should be adopted to ensure that reseUers use wholesale servltesonly (01' resale as 

required under the applicable tariff. 

18. EXCept (or the resale restrictions specifically identified in the ool1clusions of law 

in this decision, all restrictions applicable to the services subject to resale should be 

removed. 

19. The LECs should offer their' volume-based discounted calling plans (or resale to 

the CLCs based on the same terms as are applicable to the LECsi o\Vl'l rctail customers. 

20. CLCs nlay not qualify fot volume-based discounts based on aggregating the 

traffic volume of mUltiple small users who individually would not qualify fot the LEes' 

volume-based discounts. 

21. The ctoss.:class restriction prohibiting the resale of business volume-based 

optional calling plans to tesidelltial customers is reasonable and should be maiJuained. 

22. Multiple-vertical-feature discount plans should be offered fot resale to CLCs on 

the same tent\s and conditions as offered to LEe retail customers. 

23. The eLC resale restriction should be removed relating to the use of Centrex for 

purposes of aggregating toll traffic and routing such traffic directly to a competing IXCi 

however, CLCs themselves shall not usc the Centrex or CentraNet toll aggregation 

(eature to qualify for volume discoUilts which are only available to end-user customers. 

24. The uSe of the Centrex FRS rouling (eatute for aggregating t611 traffic does not 

constitute pre-subscription as determined in 0.95-05-020. 
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25. The restriction allowing the fl~ale of Centrex only as a business system to slogle 

businesses should be retained. The restriction prohibiting the resale of Centrex to 

f('sidential customers should also be rN.lined ~nding further determination ot the cost 

dif(erenCl's of pro\'iding a residential versus business Centrex service. 

26. COPT service should be classified as a relail servicc, and a wholesale counterpart 

should be offered for resale, subject to an avoided-cost discount of 17% (or l)acific and 

12% for GTEC. 

27. The wholes.lle version of COPT service should only be offered to certificated 

CLC resellers, while COPT providers, including COPT af(iliall'S of a eLC, should not be 

eligible (or wholesale discounts on COPT serviCe. CLCs should be prohibited from

reselling COPT ser\'iCe to their own COPT affiliates. 

28. Operator and DA should be made available for resale subject to avoided-cost 

discounts of 17% for Pacific and 12% for GTEC. 

29. CLCs should not be prohibited from coinbiningunbundlcd operator and VA 

with a resold access iine without operator and DA. 

30. The consumer safeguard provisions of COPT service which have been previousty 

included in the LECs# resale tariffs should be placed in the CLCs' retail tariffs for COPT 

service. 

31. The LEes should not be requin"'<lto disaggregate their COPT service into more 

discrete elemelUs (or resale purposes. 

32. Any changcs in the nonrecurring charges for customer transfers from the LEC to 

the CLC should be further examined and resoh-ed in the OANAD proceeding. 

ORDER 

IT IS ORDEREh that: 

1. Pacific Bell (Pacific) and GTE California, Inc. (GTEC) arc directed to file 

wholesale tariffs in accordance with General Order (GO) 96-A within 40 calendar days 

of the e(fedh-e date of this dedsion which shall Offer for (('Sale to competitive lOcal 

carriers (CLCs) all remaining retail telecommunications services fot which tariffs have 
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not previously bcc-n filrd" including the wholesale S('(\'ices S('t forth on Appendix A of 

this order. 

2. Pacific is directed to file an amendment to its ,,·holes.'lle tariff for the r('Sale of 

Centrex service, which shall remo\'e the f('striction on the aggregation of business 

customers' toll traffic for purpOses of routing the traffic using the Flexible Route 

Selection (FRS)I ARS features of the sen'iCe. The amendment shan be filed within 40 

calendar days~ 

3. Pacific andGTEC shall file amendments to their whol('Sale tariffs for ail retail 

services authorized for resale to the extent necessary to reflect (I) the terms and 

cOridltionsoutlined in the conchiSioI\S of law of this decision and (2) an avoided -COst 

discOunt of 17% fot Pacific and 11% tor GTEe, except for Voice 1-.fail services for which 

a specific wholesale discount is not set at this time. '. 

4. The Administrative La,\, Judge '(ALl) shall iSS\le a ruling seuing a schedule for 

further cOmments on the issue of the appropriate wholesale discount for VoiCe ~1an 

services .. 

5. The tarif{ filings made pursuantto Ordering Paragraphs I, 2, and 3 above shaH 

be eflectl\'e 40 days alter filing unless protested. If protested" filings will become 

effective upon' issuance of a Commission resolution. Any protests must be filed within 

20 days of the tariff filing. 

6. To the extent the interim resale rules adopted in this decision are inconsistent 

with any provisions adopted in individually arbitrated interconnection agreements, 

parties to those agreements, are directed 10 execute amendments to those agreements 

necessary to conform to the provisions of this decision. 

7. \Vlthln ·10 calendar days of this order, Pacific is directed to make a supplemental 

filing setting forth a description of each of the services in Appendix B (except for 

Universal Lifeline Telephone Service and inside wiring) and a justification of why the 

service should not beof(ered (or resale. 

8. The ALJ is directed t6 issue a procedural ruling addressing the need for 

restriCtions Oil CLCs' utilization of wholesale services fr purposes other than resale. 
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9. The ALJ shall solidt comments conccrnil'tg the pro!,>ef pricing pr()('('\iures (or 

res.,!" contracts in which the colle<:tion of a End User Common lil'!e (EUCl) charge is 

io\'oh'ed, to address how CtCs can offer prices that arc competitive with the LEe \"hile 

taking hlto account the appropriate treatment of EUCL charges. 

This order is e((ecti\'c today .. 

Dated August 1, 1997, at San Francisco, California. 

~ 82-

P. GREGORY CONLON 
. . 

President 
JESSIE J. KNIGHt, lIt 
HENRY M. DUQUE 
JOSIAH L. NEEPER 
RICHARD A. BILAS 

Commissioners 



R.95-04-043. I .95-04-0~4 <X\\!/JXK,JIN/dot 

APPENDIX A 

ADDITIONAL RETAIL SERVICESTO BE OFFERED FOR RESALE 
AT A VOl DEO·COST DISCOUNTS 

1. Voice ~fan' 
2. Ptomotionalof(~rings ('xC(>('(iing90 da}'s 
3. Contract Plans 
4. Operator and Qire<:t6ry ASsistanCe 
5. l~en\ole Call Forwarding 
6. Off-Premise Ext(,nsion SCr\'ke > 

7. Centrex Number Relenlion$crvite 
8. All Broadband and Fast Packet Services 

• Voire rna'a iso1fefed for resale ,atfio higher thal) the rt'lail tariff rate,\vith rctail discounts 
available to simiiarly-sitlJated resale CustOMers. No aVoided-<:osl wholesale di>S(()unt is 
mandated lor Voice Mail, however, at this. time. 
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BUllness Services:' 
CalIing:Cara 
Pr6p~:Card 
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EmergencyCus10mer Servrce 
Late,.PaYmsn( 
Pole,AlblChments : 
Spec1aIBYfJngSeMces 
LaborJN8~ Rearra"g.,menls 
CableSer.vices: AIIWI 
CentrexPavmenl Plans ' 
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$ " c~~om~::97,6:Bi~ing, &"ColJections 
~' " ,BJJlinCfl;CoIJect Service' " , 
~'. "lOCil!::!,lu~ ~ Card:' HotellMotel Bill 
c;:, BUsfnessLr.t Rental SeMce 

Cardin'ateer'End User SeMce 
CafJ08td:R8cortr1lg 
MictoliChe:9DIIng, . 
B,tGS' "",, 

joint User .. An8ngements 
Pub&eTerephon9, ServIce: equipment 
Publc.:T~n8 ServICe: ~aglng 
81alewkfe',MobifeTeJephone, ServJce 
Maritim&"UobDeTefephone Servfce-
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PACIFIC BELL (U 1001 C) 

NEW RETAlLSER\'ICES MADBAVAlLABLE SINCBMARCH U, 1996 

RETAIL SERYlCE DATE EFFECIIYB RESALE SERVICB AV AD.ABLB 

Caller 10 07/08196 
(Includes ChAnges to 

01101197 

Blocking options) -

Caller ID Additional 
N~ork ACtt5s Services 01/01197 01/01197 

1n aMi1l0n to the two retail smites listed abOve, Pacific has made the following new whOlesale 
spetial acuss sm'i¢e available to both camers aDd end usen. Private Line or Special Access 
~~ces are a\'wable for resale under the existing tariff. 

S6Kbps Or 64Kbps COnnedion t6 Switched Multimegabit Data Service, effective 04113196 -, 
Finally, PaCific has made a new customized billing 5enice available to end USers. The new 
service allows the CUstOmer to tec.eive theit monthly bill in OOIl1pact disk funnat. lJilling services 
are not teleoommwUcation serviceS that must be offeted tot resale. RCSellers bill their end users 
and ean develop and offer their own customized billing services. - -

. 
Compact Disk Bill, effective 09/J 1/96 
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GTE CALIFORNIA 
IN COMPLIANCE WITH 0.96-12-076 

NEW RETAIL SERVICES, FILED SlNCE 0 .. 96-03-020 
AND NOT rNCLUDEO'lN GTE'S RESALE TARIFF, 

Services to be Added to GTE's K-5 Resale Tariff 
AOVICE 
LE1iER 

Rc.IAlL RE'fAlL RESALe R'£SACE 

81621A 
8221' 

8225-
8246-
8251 
8279 
8288 

6329 

SERVICE 
caller 10· Name and Anonymous Call Rejection 
Automatic can Return/Automatic Busy Redial ~r Occurrence 
Grandfather DC? Plans 1, 2,3 Res. and Bus. (Add footnote) 
Operator Services -(text changes) 
CentraNet MultiLocation - Flat Rated' 
Automatecflntercept and Premium Intercept 
MultiLocation Centr.;Net work-at·home and 
access to private facifities 
CentraNet Change to 2-Line Minimum 

Services Added to GTE's K-5 ResaJe Tariff 

ADVICE 
LrnER SERVICE 

822() caner 10 .. Resale 
822GA C3l1rr IO/CentraNet CalJer 10 .. Resale - Add Ccntranet 
8226B Ca~ler tD/CentraNet Caller 10 - Resale .. Apply discount 
8266A Flexible-Pricing .. Four or More- - ,~esale Supplement 
8328- G-TEToU Restructure to Peak and Qff .. Peak Billing 

(1) Antlclpate Approval the week of January 6, 1996 

(2) Anticipate Approvar at next Commission Meeting on January 13~ 1996 

f=ILE DATE STATUS f=ILE DATE STATUS 
, 7/16196 ApprOYed1019196 1131197 PENDING 

0611219G Effective ~~ 1131JS17 PENDING 
08121196 Effective 11/26/96 1131197 PENDING 
09/09196- Effeetlv~ 10/19196-- 1/31/97 PEND1NG 
09/11/96 Effective 11/1196 1131/91 PENDING 
10/17196- PENDING 1131J97 PENDING, 
1012S/96 PENDING 1/31/97 PeNDING 

12123r.16 PENDING- 1/31JS17 PENDING 

RETAIL RETAIL RESALE RESALE 
f=llE DATE STATUS FILE DATE STATUS 

N/Il. NIA Sl23Jg~ PENOlNG(1} 
N/Il. N/A 1012!i/9~ PENOING(1J 
N/A N/A 12130/96, PENDING (1) 

09/24196- N/Il. 12110fgG ptNDING(2) 
1212319&. I N/A, 12/23/96, PENOING 
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