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PUPLIC UTILITIES (x+'.MISSION OF mE STATE OF CALIFORNIA 

COP/fuY: RESOtlJfIO~~ NO. T - 11000 
OrIS. and Copy 

_____ to Executivc Dirccto:- EVALUATION AJlD COfJ.PLIANCE 

Director 
---l\'umerlc~l Fi Ie 
--Alphabetical Filc ==--__ Accounting Offi cer 

DIVISION 
R E SOL UTI 0 N DATE: H~rch 19. 1986 

SUBJECT: AT&T COf~nicatioos/Pacific Bell. Order d~nying protest by 
AT&T Coucunicatioos to Pacific Bell's Advice Letter 
No. 15009 establishing High Capacity Transport Service (HiCap) 
bulk discounts. Resolution No. T-11000. 

~'lEREAS: PACIfIC BELL, by Advice Letter No. 15009 filed 
Noverrher 8, 1985, and Supplev~nts filed December 6, 1985, January 8, 1986, 
Jcnuary 31, 1986 and Horch 3, 1986 under Section ~91 of the Public Utilities 
Code seeks to offer oolk discoonts to customers requiring Type A Local 
Oistrirution Channel (LOC) MiCap SCI'vice. On Nover:<ber 20, 1985 AT&T protested 
Pacific's Advice Letter No. 15009 pursuant to the rules included in General 
Order No. 96-A. Pacific Bell responded to AT&T IS protest on Decenber 6, 1985. 
AT&T then filed additional protests on Decerrber 16, 1985 and Harch lJ, 1986. 
Pacific's responses to AT&T's additional protests were filed Decerr:ber 23, 1985 
and ~lcrch 1, 1986 respective lY. 

Type A LDC is a fUll duplex 1.SQQ P.bps digit£l channel between the custOt~r 
premises location and the serving central office. It is suitable for bulk data 
trbnsport. video tel~cOnferencing, bulk transport of vultiple derived 
voice/data 'When terminated at the custorr.er's premises on either CUSWIT:e,' 
providEd channeliz~tion equipr:ent or Cl suitably equipped custot"'€f provided 
corr~nications system. 

Hi~l Capacity Transport S~rvice is a t~riffed dedicated private line ch8nnel 
service suitable fot' the transmission of digital signals at a speed of up to 
1.51iQ l-:bps. Pacific proposes to d~soount HiCap (nonthly rates for customer 
requiring two or rrore Type A Local Distribution Channels from one custorr~r 
location and terrrJnating in the serre wire center. With bulk discounts, the 
first channel is billed at a fUll rronths rate with the second, third, fourth 
and each addition channel discounted 31.0$, 58.6J and 12.4S respectively. 

AT&T asserts that Pacific's bulk discoont filing should be rejected for the 
follCMing r~asons: 

1. Advice Letter No. 15009 violates G.O. 96A 

2. Advice Letter No. 15009 fails to give 40-day notice of the effective 
date of the filing. 

3. The bulk discount advice letter attempts to initiate an entirely new 
pricing policy for Private Line Service without adequate revIew. 

4. "ieap discounting will have a significant and detrirr.ental irpact on 
competition in the provision of Private Line Service. 
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A. Advice Letter No. l~S - Violates O~.9. 96A 

G.O. 96A states f'if tariff schedules as filed will result In an increase or 
decrease In revenues, the advice letter should give an estimate oft-he annual 
revenue effect ttlereof". 

Pacific in it's initial advice letter filing states that the long term effect 
of bulk discounting will increase overall r~venues. Pacific in its supplement 
to the advice letter, filed Dect"cnber 6, 1985, estirrated that the prcposed wlk 
discount offering will Ir..ake a positive annual revenue contribution of 
approxirrately $70,000. Pacific has since revi~ed its esti~te upward to 
$308,000. 

B. At!vi£.~J.e!:.ter J!o. 15009 fail~ to _~ive _ll O-d ax notice <?£ the ett~~tive 
!!~~~_of thE filing. -

The Corlnission's tariff administrative procedure requires that the effective 
date of tariff schedules associated with controversial' advice letters will be 
not less than 40 days after the advice letter filing date. 

The revised HICap rates were scheduled to beoorr~ effective 30 days after the 
advice letter filing. When the advice letter was filed Pacific had no reason 
to believe this advice letter would be oontroversial. Pacifio has filed 
simi Her advice letters ,'educing rates (e. g., CALL BONUS wide area plans) which 
were not contested. 

Pacific continues to believe the original prOposed effective date is 
appropriate. Nevertheless, Pacific revised the effective date of the tariff 
changes to (T-J€et the 40 day minim!!". requirE'i!ent in a supplerrent to the advice 
letter dated December 6, 1985. 

C. The bulk discou~lon attnpts to initiate cn entirely new-.E!:.ioing policy 
fOl' priVate line service without ad~uate review. 

Pacific's HiCap Se-rvice is not a new offet'ing. The revised rates will only 
affect a small percentage of Pacific's private line customers. further~~e. a 
Revenue/Cost cCJlparison sho.-ls that HiCap service will be rotpensatory at each 
discounted level. 

D. HiCa~ discounting will have a significant and detrimental impact on 
corpet!tion in the provision of Private Line Services 

AT&T argues that dis~Jnting 11iCap service will encourage large custoners to 
reconfigure their interstate or interLATA high capacity networks to "hub" or 
aggregate as meny circuits intr2lATA as pOssible thus reducing their nurr~rs 
of interLATA or interstate links. -
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Bulk discronls will only be offered on point-to--point Type A Hleap Service over. 
dedicated non-switched il~ess line-s. Although it may be pOssible for custoners 
to ''hub" or aggregate intr.:l.ATA circuits wlt.hout. Pacific's knCMledge, a rate 
coqparisoo (assuming a distance of 10 ~iles) indicates that such act.ion does 
not. make eooooll"jc sense. for cvsto~rs with 2. 3 or II circuits the interlATA 
charges (115-T Access Tariff) are actualJy l~cr t.han the inlrd.ATA charges (S9 
Tariff) wit.h the proposed discounts. Ninety (90) percent of Pacific's eXisting 
customers who would qualify for the proposed discoon\s have less than 5 
circuits. for custoners with 5 circuits the nonrecurring (installation) charge 
for intraLAYA is so much higher t.hat even though the monthly charge is ~l lower 
it takes 56 rrooths to break even with the intertATA charges. ' 

We concluded that Pacific 's proposed bulk discounting will result in l(J.{er 
rates for some of its HiCap custorr..ers. Lruer rates will stinulate deU0300 for 
additional HiCap circuits and also encourage custOC€rs of private line analog 
services to switch to HiCap Service. Offering bulk compensatory riltes will 
lessen the threat of custorr~rs bypassing the local network. 

Laler rates will also allow Pacific to better rr.~t its oompetitor's challenge 
now that liuJted intraLATA c~petition is permitted for high speed private 
line data services. 

Tile Cor-Vlission has considered AT&T's protest to Pacific's proposed bulk 
discounting of HiCap Services. We find that the proposed discount plan 
is priced above cosl at each discount level, is ~n intraLATA offering, is non­
discriminatory and is siudlar to other discount plan offerings (i.e. Pacific's 
Call Bonus Wide Area Plans). We therefore deny AT&T Corrunicatioos protest to 
Pacific Bell's Advice Lelter No. 15009. 

The COlJU!ission finds that the rates, charges cnd conditions authorized 
in this Resolution are just and reasonable and present rates, charges and 
conditions, oS they differ frorr. the rates, charges and conditions authorized in 
this Resolution are for the fUture unjust and unreasonable; and good cause 
appearing, 

IT IS ORDERED that: 

(1) AT&T's protest is denied. 

(2) Authority is granted to make the above revisions effective on 
March 20, 1986. 
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0) Schewle Cal. P.U.C. No. 89. 1st. Revised Sheets 15, 15.1, 16 and 
16.1 shall be marked to shru that. such sheets ""('I'e wthorlied by Resolution of 
the PubliQ Utilities CorrlrJssion No. T- 1 1000. 

The effective date of this Resolution is today. 

I hereby certify that. the foregoing Resolution was duly introduced, 
passed and adopted at a regular meeting of the Public Utilities Conudssion 
of the State of California, held on Harch 19. 1986 the following 
Commissioners voting favorably thereon: 

DONAlO VIAl 
Pte&Jdeftt 

VlCTOO CALVO 
PR\SCU.A C. GW!ty 
Wl.LJAM T BAOl.EV 
FRa>ERK.1< R. OUOA 

ContcJtlMi<Htere 


