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PUBLIC UTILITIES COHHISSION OF THS STATE OF CALIFORNIA C-5 

Cop)' for: RESOLUTION NO. T-II091 
Orig. and Copy 

__ Y=----__ lo Execut i vc Oi rector 

RES 0 L UTI 0 N 
____ Director 

EVALUATION AND CO}IPLIASCE 
DIVISION 

DATE: December 22, 1986 

____ Numerical File 
___ ~Alphabetical File 
___ ~Accounting Officer 

SUBJECT: Protest of AT&T Advice Letter No. 76, Pacific 
Bell Advice Letter No. 15190, and General Telephone 
Advice Letter No. 5052 -- Filings to Implement 
Rates Adopted in D.86-11-079 and for the Direct 
Assignment of WATS Lines and the AccOmpanying 
Access Charge Reduction Flow-Through. Resolution 
No. T-l1091. 

\\HEREAS: AT&T CO}IHUNICATIONS OF CALIFORNIA. INC •• by I.d,·ice 
Letter No. 16 filed November 26, 1986. requests authority under 
Section 454 of the Public Utilities Code to make effective the 
following: 

To use forecasted 1987 demand volumes in the revenue reduction flow 
through resulting from local exchange utilities' advice letter 
filings. These filings reduce local access charges associated with 
the direct assignment of closed end WATS (subscriber's end). 

In Advice Letter No. 76, AT&T proposes to implement the rate 
design authorized in D.86-11-079. dated November 14, 1986, and to 
floH through to service rates, $71.2 million annual revenue 
reduction due to changes associated with the direct assignment of 
closed end WATS. The $17.2 million annual revenue reduction floH 
through was calculated by AT&T based on the changes shown in 
Pacific Bell's Advice Letter No. 15190, filed November 21, 1986, 
and General Telephone Company of California's Advice Letter No. 
5052, filed NOvember 20, 1986. AT&T's flow through of access 
charge changes redu~es usage revenues for its Long Distance 
Service, WATS and 800 Services by about 1.9%, 14.6% and 16.6~, 
respectively. AT&T also proposes to increase the percentage 
surcharge on switched services granted by 0.86-11-079 from 2.379~ 
to 2.583% to reflect the change in the billing base. 

In response to Evaluation and Compliance Division's (Staff) verbal 
data request., AT&T stated that the use of 1986 demand volumes 
adopted in D.86-11-079 Hould result in an over reductio~ of $20 
milliOn caused by a substantial shortfall of WATS volumes that is 
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being experienced in 1986. Speoifically, 1986 aotual ~ATS ninutes 
are expected to be about 330 million minutes below the rate case 
adopted forecast. Actual 1986 WATS revenues nrc e~pected to be 
about $64 m~llion 10Mer than the rate ~ase adopted WATS revenues. 

In further support of its use of forecasted 1981 demand volumes, 
AT&T indicaled that the $17.2 million seems reasonable in 
proportion to the $92.1 million industry lotal access charge 
reductions claimed by Pacific Bell ($85.3 million) and General 
($7.4 million). The use of AT&T's adopted 1986 demand volumes 
~ould cause a $91.2 million flow through. This amount exceeds 
the claimed $92.1 million industr~ total, with no reductions 
attributable to other irtterexchange carriers. 

In addition, AT&T stated that it is standard utility cost and 
rate making practice to use the demand volumes for the year in 
which service is to be rendered and the rates are to be in effect. 
AT&T stated the forecasted 1986 volumes were used in the calculation 
of its Narch 1986 flow through of access reduction. Therefore. 
forecasted 1987 demand volumes should be used in the 1981 flow 
through. 

In compliance with 0.85-06-115. dated June 12, 1986. Pacific Bell 
filed Advice Letter No. 15190 on November 21. 1986. to implement 
a reduction of common carrier line charges (CCLC) and line 
termination rates resulting from the direct assignment of closed 
end \o\'ATS with revised rates to become effective January 1, 1981. 
The estimated access revenue reduction for Pacific is about 
$79.6M and $5.7H for independent companies concurring with 
Pacific's Access Tariff 175-T. The CCLC access revenue reduction 
will be offset by a corresponding increase to the current 
intraLATA billing surcharge by 1.65 percentage points. The 
development of the access revenue reduction was based on the 1986 
demand volumes adopted in interim D.86-01-026 (dated January 16, 
1986) of Pacific's current rate *pplicatio~, A.85-01-034. The 
intrastate access billing surcharge is adjusted from -2.35~ to -
2.52% reflecting the reduction in the intrastate access billing 
base. 

General Telephone filed its Advice Letter No. 5052 on November 20, 
1986. The amount of access revenue ~eduction is estimated to be 
about $7.4M. General did not request a corresponding increase to its 
inlraLATA billing surcharge to offset the access revenue reduction. 
The $1.4M access revenue reduction is predicated upon the demand 
volumes used in General's 1986 attrition filing and the 1986 SPF 
to SLU advice letter filing. 

A copy of these Advice Letters and related tariff sheets were mailed 
by the utilities to competing and adjacent utilities and/or other 
utilities as requested. Protesls.against Advice Letter 76 Here 
filed by US Sprint ~nd Melon December 11 and 12, 1986, 
respectively. AT&T-C responded to the protestants by lellers 



. \ 

• 

• 

• 

•• - 3 - C-5 

dated December 18 and 16, 1986. The protests and responses are 
attached to this Resolution as Appendices A and B respectively. 
Protests were also filed bf Sprint on December II, 1~86: MCI. 
December 12: and AT&T. December 9, against Pacific Bell's Advice 
Letter No. 15190. AT&T filed on December 9 a protest against 
General Telephone's Advice Letter No. 5052. ~ICI filed a protest 
on December 15 as they did not receive the Advice Letter until 
December 8. Protests and responses by the utilities are shown as 
Appendices C through F of this Resolution. 

The protestants generally address the following issues: 

Protest Issues Against AT&T 

1. Proposed WATS rate reduction reflects usage-sensitive (Common 
Carrier Line) costs onlf: non-usage sensitive charges are not 
recovered. 

2. AT&T's rates vary from those approved in D.86-11-079. 

3. 0.86-11-079 does not authorized AT&T to combine Appendix D rate 
design and the access charge reduction into one filing. 

4. Rate changes necessitated by flow-through should be 
considered in future hearings as WATS and 800 services have been 
given a higher proportion of reduction than long distance 
service. 

5. AT&T's rate reductions could stifle alternative carriers' 
abilitf to compete. 

6. Rate changes of the magnitude proposed are not proper for 
consideration through the advice letter process. 

7. The California Business Plan is shown as b~ing restricted to 
customers on or before November 14. 1987. 

Protest Issues Against Pacific Bell and General Telephone 

8. Methodology used by Paoific Bell and General is inconsistent 
with the Commission's intention to achieve cost-based access 
rates. 

9. Pacific and General erred in not computing the CCLe using 
1987 estimated access volumes. 

10. Inside wiring maintenance expense Has not removed from non
traffic sensitive costs. 

11. Proposed tariff language does not explicitly state the closed 
end WATS line is exempt from CCLC. 
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12. Tariff language regarding Pacific's new speoial access Cllarge for 
WATS access line is unclear, and General's neH terms and 
conditiofiS are unreasonable. 

13. Resellers l NOUs Here not used in the CCLC calculatiofi. 

14. Implementation of direct assignment of closed end ~ATS should 
be delayed until unrestricted WATS access 1 ines are a\'ailable to 
all IECs. 

15. The 1981 CCLC should be subject to refund. and hearings 
should be scheduled on proper SPF to SLU phase down methodology. 

On December 16. 17 and 18, AT&T. Pacific Bell and General 
Telephone provided Commission Staff and the protestants their 
responses. 

DISCUSSION OF PROTEST ISSUES 

1. Non-Sensitiye Charges Not Being Recovered 

Hel states a non-u~age sensitive line charge should be added to 
recover some of the revenues that would have been generated by 
the CCLC and that AT&T IS PI'oposed tari ff does nol recover the 
non-usage sensitive charge shol{n in Pacific Bell's proposed 
Schedule 175-T. 

AT&T's December 16 response to Mel stales that a non-usage 
sensitive charge is stated on Schedule Cal. PUC No. A7. 6th 
Revised Sheet 12. Note 2: " ••• Access lines arranged for interLATA 
only usage is subject to a special access surcharge of $25 and an 
end u~er line charge of $~.78." 

2 & 3. Rates Vary 

US Sprint contends that D.86-11-079 ordered rate levels to be 
re\'ised as shown in Appendix D and did not authorize combining 
those rates with the access charge flow-through. Combining the 
rates makes it difficult to analyze the proposed rales. 

AT&T proposes to make a concurrent reduotion in its rates to be 
effective on January I. 1987. the very same day that the local 
exchange company access rates are scheduled to be reduced. They 
indicate the only need to segregate access reduction floH-through 
from the change in rates ordered in AT&T's rate case. would be if 
there were such controversy over local exchange companies' 
proposed reductions, that the CCLC reduotion would be 
delayed. This contingency was addressed in Advice Letter 
No. 76: 
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PThc implementation of Advice Letter No. 76 is dependent 
upon Pacific Bell's Advice Letter No. 15190 and General 
Telephone's Advice Letter No. 15190 going into effect on 
January 1. 1987." 
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In event that Pacific's and General's advice letters do not gO 
into effect January I, 1981, AT&T has prepared Advice Letter No. 
75 to be filed on December 22, 1986 addressing only the rate 
schedule and rale levels authorized in the interim AT&T rate 
order, 0.86-11-019. 

4. FlOW-Through Rates Should Be Considered in Future Hearings 

I t is Sprint's posi tion that "OATS and 800 services have been 
given a higher proportion of reduction than long distance and the 
benefits of the access cost reduction are not shared equally to 
all classes of customers. Therefore. lhese reductions should be 
considered in the further hearings discussed in 0.86-11-079. 

In response, AT&T stales Advice Letter No. 76 is consistent with 
Decisions 85-03-056 and 85-06-113. In compliance with these 
orders, A.L. No. 76 proposes to flow through 100% of the 
estimated access charge reductions that AT&T will reali2e 
during 1987. AT&T will decrease its individual service rate 
schedules to yield a total revenue reduction equal to the 
projected 1987 total access saving. 

Individual switched rates (AT&T Lon~ Distance, AT&T WATS, AT&T 
800 Service) will be reduced by the explicit amount of accesS 
reduction which will accrue to each service in 1981. For that 
component of 1987 access savings arising from the direct 
assignment of ~ATS/800 access lines, AT&T has proposed to flow 
reductions through to i ts ~A1S/800 customers. CPE and inside wi t'e 

reductions will be uniformly spread across all switched services. 
Thus, AT&T will continue to align its rales with its access 
expense. 

As a result of reduction in access charges proposed b~' Pacifio 
Bell and General, AT&T says it uill save about $0.05 in access 
charges for every WATS and 800 Service minute sold in 1987. By 
contrast, AT&T will save only about $0.005 in access expenses for 
every conversation minute of use for AT&T's Long Distance Service 
in 1987. Therefore, the bulk of the access reductions for 1981 
are properly attributed to WATS/800 services. 

5. Reductions Stifle Competition 

US Sprint states that ~lternative interexchange carriers hav~ 
"recently begun to attempt to compete with AT&T on WATS and 800 
services. This reduction stifles that competition as AT&T will be 
the only inlerexchange carrier to benefit from these access cost 
reduction. To be competitive, other interexchange carriers would 
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be forced to reduce their rates for these services by 10 to 60 
percent. 
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AT&T responds that US Sprint. is only seeking to advance its OHn 
private interests and retain its own marketing advantages. They 
point out that US Sprint and other long distance carriers have 
been heavily advertising their WATS-like services over the past 
year. This advertising is a clear and pointed illustration of 
the self-serving motivation of US Sprint in filing this protest. 
access cost savings derived from the direct assignment of 
HATS costs is available to all IECs, including US Sprint. It is 
clear, according to AT&T, that US Sprint is simply attempting to 
maintain an artificial pricing advantage in the regulatory a~ena 
by raising specious arguments. This approach does not serve the 
1mbl ie interest. 

6. Advice Letter Process Not Appropriate For Rale Changes of 
This Nagnitude 

US S~rint contends that the Commission has an obligation to 
consider the impact of its rate decisions on various ratepayer 
groups, as well as the competitive impact of its decisions. Since 
D.86-11-0'79 calls fOI' further heal-ings on other issues, 
co~sideration of the access cost reduction charge would be a 
closely related issue. 

7. The California Business Plan 

Sprint protests the language in Schedule Cal. PUC AS, Section 
A6.3.2.A which states the California Business Plan is furnished 
to customers who dubscribe on or before November 14, 1981. 

Decision 86-11-079 grandfathered the Business Plan as of the 
effective date of the decision -- November 14, 1986. The 1987 
was a typographical error and has been corrected. 

8 & 9. Methodology Inappropriate and CCLC Computation Erroneous 

AT&T contends General and Pacific methods do not achievelhe cost 
based reduction as directed by D.83-12-028 ~nd D.85-06-115. They 
claim General's growth rates are arbitrary and inconsistent with 
"any type of cost-related development" of CCLC. AT&T also 
proposes that Pacific·s new ceL and line termination rates should 
reflect 1987 estimated non-traffic sensitive (NTS) costs and 
1987 estimated MOUs. Using the 1981 estimated data will result 
in eCL and line termination rates lower that those proposed. 

General st*tes the r~tes and costs used to determine the 1986 
Carrier Common Line Revenue Requirement are based on those in the 
1986 Attrition Decision No. 86-12-081, which the Commission 
adopted. The adopted rates were based on costs which were 
approved in the 1984 rate case. Growth rates are not arbitrary 
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as CPE and inside wire have adopted growth rales. Therefore. 
other categories' growth rales roust compensate to achieve the 
overall adopted revenue growth rale. 
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Pacific responds its separations-based method is one that maintains 
consistency with Pacific's most recently adopted results of 
operation (1986) which aie derived from application of Separation 
Procedures use in the 1986 rate case. Pacific believes that "b)' 
maintaining a base reference point to the last adopted results 
the Commission cnn assure itself that reasonable reductions are 
reflected without entering into a full-blown analysis of 
Pacific's 1987 total results of operations," 

Pacific and General used 1986 NOVs to be consistent with 1986 
costs. If 1981 volumes were used. 1987 costs Nould have to be 
developed. However, no 1981 data has been tested by the 
Commission. 

to. Inside Wiring Maintenance Expense 

AT&T objects to Pacific failing to renoVe the maintenance 
expenses of inside wire in the NTS cost calculation even though 
the FCC has directed that all inside wire be "delariffed" 011 

January I, 1981. AT&T contends that "double reco\-'ery" will 
occur. 

Pacific points out that the Commission is presently seeking a 
sta)' of the FCC ordel' flnd hearing on the issue of intrastnte 
accounting treatment for detariffed inside wire. The Commission 
requests that the intrastate maintenance and installation expense 
associated with inside wire be continued under regulation. 

Therefore, pending the outcome of the Commission's appeal to the 
FCC, Pacific must continue to reflect their recovery through 
tariffed rates, including access rates. 

General points to CPUC Decision No. 86-07-049, Ordering Paragraph 
2, which refers to Finding of Fact 12 (as modified by D84-10-095): 

"'12. The basic exchange rates of the respondent telephone 
utilities should be adjusted to reflect the elimination of 
the cost of inside wiring maintenance." 

General interprets this to mean that the impact of the 
elimination of inside wiring maintenance Hould be taken on basic 
rates only and no other rates of the company would change as a 
result of it. 

There is also uncertainty as to the status of inside wiring due 
to the Commission's appeal to the FCC to reconsider the-inside 
wiring decision. 
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II. Tariff Language Does Not Exempt WArS From eCLC 

HeI and Sprint contend that Pacific's proposed tariffs do not 
explicitly state that eeL charges will not apply to the closed 
end intrastate WATS lines following direct assignment of WATS. 
This may lead to the possibility of Pacific "double recovering" 
eeL charges. 

Pacific states there is no intention to "double reco\'er" (:eL 
charges by reflecting the removal of WATS minutes from the eCL 
calculation and then continuing to impose eeL rates at the closed 
end of WATS or 800 service. To clarify this issue. Pacific is 
willing to add new tariff language indicating the eCL charges do 
not apply to WATS access lines. 

12. Tariff Language Re Special Access Charge Unclear 

NeI complains that tariff language is unclear. 

In proposed Schedule Cal. PVC No. 175-T, Section 7.5.4, Pacific 
cross-referenced the applicable exchange rate for a WATS access 
line paid by end user customers. Though Pacific believes that 
its proposed tariffs are clear in specifying that a single $25.00 
line charge applies to a WATS access line. it_is willing to 
provide further clarification in its proposed tariffs. 

13. 1987 Resellers' MOOs Not Included in Calculations 

Mel protests that Pacific failed to include reseliers' NOUs in 
calculation of CCLC. 

Pacific has included relevant reseller minutes in its calculation 
of the new CCL rates. The basis for Pacific's minutes of use is 
its Carrier Access Billing System (CABS), which includes all 
Feature Group minutes used by resellers. 

14.Implementation of Direct Assignment of Closed End WATS Should 
Be Delayed 

Protestants state that in the spirit of D. 85-06-115, the 
implementation of direct assignment of WATS should be delayed 
untjl the Commission approves a Universal WATS Access Line, an 
"unscreened and unrestricted WATS access line" that permits the 
origination and completion of interstate and intrastate calling. 

Pacific responds that in connection with the direct assignment of 
WATS, its obligation is to provide equal access in applicable end 
offices in order that Mel, US Sprint. and AT&T or any 6ther 
carrier can utilize a banded, screened WATS access line in 
conjunction with Feature Group D service, and that has been done. 
AT&T does not. have access to a jurisdictionally mixed and bi
directional WATS access line, and therefore MCI and US Sprint are 
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in the same position as AT&Ti It should be noted that Paoific 
has presented to the Commission staff for approval a proposal 
that offers n Jurisdictionally mixed and hi-directional WATS 
access line. For the above reasons. Paoific feels that MGI ~nd 
US Sprint's concerns are unfounded and their request to delay the 
implementation of direct assignment of WATS unlil the COmmission 
approves a UWAL should be denied. 

15. COLC Subjeot to Refund, and SPF to SLU Phase Down 
Methodology Reconsidered 

AT&T states that in their opInIon. a delay in reducing intrastate 
access is not in the public's interest. Therefore. it is not 
appropriate to reject Pacific's advice letter and proposed CCLC 
should go into effect subject to refund. A hearing should also 
be held to determine the correct CGLC and proper SPF to SLU phase 
do~n methodology. 

Pacific responds that it is impossible to implement rates 
proposed in AL 15190 subjeot to refund because it is not possible 
for Pacific to retroactively receive any additional amount of 
shift that may be subsequently determined. 

Oeneral's Protest Response 

General has not filed an answer to MGI's protest due to untimely 
receipt of protest. However I they indicated in telephone 
conversations with Staff that they agree with Pacific's response 
to MGlts protest in those issues ~hich affect General. They are 
not unwilling to revise the language of its tariff to clarify the 
problems indicated by Mel. 

We have carefully reviewed the protestants· allegations and 
responses thereto, and as a result. deny the protests lo AT&T 
Advice Letter No. 76, Pacific Bell Advice Letler No. 15190 and 
General Telephone Advice Letter No. 5052. 

The Commission finds as facts that: 

1. The use of forecasted 1987 demand volumes to flow through the 
access charge reduction is reasonable in this instance. 

2. There are no further issues that require Commission 
consideration before the advice letters, filed by AT&T, Pacific 
Bell and General Telephone to floN through the access charge 
reduction associated with the direct assignment of close end WATS 
(subscriber1s end). can become effective. 
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IT IS THEREFORE ORDERED that: 

(1) us Sprint's protest. dated December II, 1986. to AT&T-C's 
Advice Letter No. 76 is denied. 

(2) MCI's protest, dated December II, 1986, to AT&T-C's Advice 
Letter No. 76 is denied. 

(3) US Sprint's protest, dated December II, 1986, to Pacifio 
Bell's Advice Lelter No. 15190 is denied. 

(4) MCI's protest, dated December II. 1986. to Pacifio Bell's 
Advice Letter No. 15190 is denied. 

(5) AT&T's protest. dated December 9, 1986, to Pacifio Bell's 
Advice Letter No. 15190 is denied. 

6) AT&T's protest. dated December 9, 1986, to General Telephone 
of California's Advice Letler No. 5052, is denied. 

C-5 

(1) Mel's protest, dated December 15. 1986. to General Telephone 
of California's Advice Letter No. 5052 is denied • 

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 Commission of the State of California, held on December 
22, 1986, the following Commissioners voting favorably thereon: 
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Hr. Victor R. Weisser 
Executive Director 
California Public Utilities 

Commission 
505 Van Ness Avenue 
San Francisco, CA 94102 

Al'PEND1X A 

December 11, ·1986 

REI AT&T Communications of California, Ine., 
Advice Letter No. 76 

Dear Mr. Weissert 

us sprint Communications Company (-US Sprint-, U-51l2-C) 
hereby protests Advice Letter No. 76 filed by AT&T Communications 
of California, Inc. (-AT&T-) on November 26, 1986. 

US Sprint protests this filing on several grounds. First, 
the rates proposed by AT&T in this advice letter filing vary 
significantly from the rates approved for AT&T less than one 
month ago by the Co~rnission in Decision (aD.-) 86-11-079, 
November 14, 1986. Several parties including the Commission' 
staff, TURN, US Sprint, Mel Teleco~munications and AT&T, among 
others, expended considerable efforts during these hearings on 
rate design issues. Based upon the record developed through 
these hearings, the Commission adopted the rate design shown in 
Appendix D of D.86-11-019. It would be a violation of the rights 
of these parties to permit AT&T to implement, without further 
hearings, a rate design significantly different fron the rates so 
recently approved by the Commission. 

Moreover, the approach adopted in this advice letter is at 
odds with tho Commission's directives in 0.86-11-079. In Orde
ring paragraph 19 of that decision, the Commission ordered AT&T 
to submit an advice letter -to revise its rate levels as shown in 
Appendix D- (at 232). No language of the decision authorized 
AT&T to incorporate rate changes due to access charge changes 
into this filing. Admittedly, there is language in the 'body of 
the decision suggesting that AT&T could propose rate design 
changes due to changes in access charges in an advice letter (at 
211a). However, the decision does not authorize AT&T to combine 
the two filings. us Sprint believes that the commission should 
noE permit AT&T to do so. The combination of rate changes pro
posed in Advice Letter No. 76 and the short time available for 
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review make it very difficult for the Commission or oth~r parties 
to analyze the proposed rate changes. The cOmbination of the 
filings also is in apparent conflict with the explicit require
ment noted above for a filing of Appendix D rates. Therefore, US 
Sprint urges th~ Commission to order AT&T ·to withdraw Advice 
Letter No. 76, and to submit an advice letter which does set 
forth rates based upon Appendix o. Other rate changes could be 
considered through a separate advice letter filing, or during the 
further hearings approved by the Commission in 0.86-11-079. 

US Sprint urges the Commission to consider subsequent rate 
changes in these hearings due to the impact which a new AT&T rate 
design would have on ratepayers and on the competitive situation 
in California's interLATA marketplace. US Sprint's preliminary 
analysis of the changes proposed by AT&T indicates that there is 
a significant disparity between Appendix D rates and proposed 
rates, as noted above. A comparison of the advice letter rates 
with Appendix D rates shows that the benefits of the access cost 
reduction are not shared or -flowed through- equally to all 
classes of customers. Instead, AT&T has given a significantly 
higher proportion of access cost reductions to the WATS and 800 
services provided to its business customers than it has to the 
long distance services used by its residential customers. Thus, 
under this proposal, the average residential customer will bene
fit far less from AT&T's cost reductions than business customers. 

In addition, the rate changes proposed by AT&T would have a 
seriously negative effect on interLATA competition in California. 
Alternative inte~exchange carriers recently have begun t~ attempt 
to compete with these AT&T offerings. In the past year for 
example, US Sprint and HeI have tariffed with this Commission and 
other regulatory bodies several WATS-like services. several 
alternative carriers also have indicated an intention to provide" 
an 800 service in the near future. The sharp reductions in WATS 

.and 800 rates AT&T proposes here could stifle alternative 
carriers ' attempts to compete with AT&T in these services. This 
threat is particularly serious because AT&T will be the only 
Interexchange carrier to benefit from the proposed access cost 
reduction, as described in US Sprint's protest filed today to 
pacific Bellis Advice Letter No. 15190. 

This Commission is well aware that one of the results of 
AT&T'S continuing market power is that AT&TIs rates fO~ a 
·ceiling· for rates charged by other interexchange carriers. If 
the rates proposed In Advice Letter No. 76 go into effect, 
US Sprint and MCI would be forced to reduce the rates for their 
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WATS-type offerings by approximately 10 to 60 percent in order to 
have a chance of competing for customers with AT&T. Unfortu
nately, it is highly unlikely that alternative carriers would be 
able to implement such a drastic rate change because they are not 
sharing in the access cost reduction Pacific Bell is proposing 
for WATS services used by AT&T. Therefore, implementation of the 
Advice Letter No. 76 WATS and 800 reductions is likely to discou
rage, if not eliminate completely, alternative carriers' 
HATS-type offerings and preclude development of alternative 800 
services, on the intrastate interLATA level. 

US Sprint urges the Commission to consider in its further 
hearings whether AT&T's new rate design serves the public 
interest. Rate changes of the magnitude proposed by AT&T in 
Advice Letter No. 16 simply are not a proper subject for conside
ration through the advice letter process. This Commission has 
recognized in 0.86-11-079 and in other related proceedings that 
it has an obligation to consider the impact of its rate decisions 
on various ratepayer groups, as well as the competitive impact of 
its decisions. Inclusion of these issues in the further hearings 
would be in accordance with D.86-l1-019, which states that ·We 
will "also consider at that time (further hearings) bringing into 
conformance with our adopted rate design any outstanding effects 
of the January 1, 1987 access charge reduction ••• • (Conclusion Of 
Law 26, at 228, Ordering Paragraph 1" at 231). Consideration of 
these issues also would be closely related to the issue set for 
these hearings of whether rate changes required by subsequent 
events should be spread proportionately to long distance, 800, 
WATS, and private line services. 

Finally, us Sprint protests the language in Section A6.3.2.A 
which states thatt 

·AT&T California Business Plan Is furnished 
only to customers who subscribed to the plan 
on or before November 14, 1987-. 

D.86-ll-079 requires AT&T to restrict its offering of California 
Business Plan to customers who were subscribers as of the effec
tive date of the decision (at 198). As the decision became 
effective on its date of issua~ce, November 14, 1986,' US Sprint 
suspects that the above tariff language may be only a typogra
phical error. In any event, this language should be modified to 
comply with the requirements of D.86-11-019. 
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In conclusion, US Sprint respectfully requests the Commis
sion to order AT&T to withdraw Advice Letter No. 76, and file an 
advice letter implementing the rate design approved in 
D.86-11-079. US Sprint further requests the Commission to con
sider in further hearings in Application 8S-11-02~ the rate 
changes proposed by AT&T to implement access charge changes. 
US sprint also requests the Commission to. order AT&T to terminate 
its offering of California Business Plan as specified above. 

Sincerely, 

~~r~~J~ 
Manager, Gove~nm~ .--

RAP I km /"'---.---

cel E. V. Forshee - AT&T 
Dean Evans - CPUC Staff 
Emily Marks - CPUC Staff 
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195 fOf$~ Strtel 
$ar'l Frar'ICiSc(). CA. 94 t01 
Phl)ne (415) U2·3183 

Oecember 18, 1986 

Ht. Oean Evans 
[valuation and C~~pllance Branch 
Cal\fornla ~ubl'( Utilities Commission 
505 Van NfSS Avenue, Room 3200 
San francisco, CalifornIa 9410~ 

Dear Hr. Evans: 

AT&T COfl~untcations of California. loe. (ATtT) h~reby r~sponds to U S 
Sprint's Oecember 11. 1986 protest to AnT's Advice Letter No. 16 
(A.L. No. 16>' In pertinent part. A.l. No. 76 proposes to flo" 
through access charge reductions-to AT&T's customers effectl~e January 
I. 1981. 

In tts protest. U S Sprint alleges two grounds for objecting to AT&T 
A.l. No. 76': 

1. The rates proposed by AT&T's A.l. No. 76 vary significantly 
from the rates approved In AT&T's rate case. 0.86-11-019. 

2. There may be a negatl~e effect on InterLATA compel'tlon in 
California if the rates in A.L. No. 16 go Into effect. 

AT&T's prOpOsed flo" through of access expense reductions \s 
(ons \ stent with Com:lli ss Ion ratemaldng polley and sMuld be approved. 
M6reovet. U S Sprint"s protest is a transparent attempt to use the 
regulatory process to retaIn its present competitive cost advantage 'n 
providing KATS-l\J;.e services. U S Sprlnt"s protest is without merit 
and should be rejected. 

• In addition. U S Sprint poInts out that ther~ is a typographfcal 
error contained tn the proposed changes to Section A6.3.2.A Of 
AT&T's Schedule Cal. P.U.C. A6. In tMt section. AT&T's Advice 
letter stated that the California Business Plan ~ould be furnished 
to customers "ho subscr\be to the phn on or befote November 14, 
\981. AT&T detected the same error and submitted a (O(rectlon to 
ma~e the date read No~ember 14, 1986 Ir a letter subm'tted to the 
COtTllllisston and all California telephone uttt Hies on OecernbH )6. 
1986. Therefore. U S Sprint's protest of A.l. No. 16 on this 
ground \s moot. 
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A.l. NO. 16 Is consistent with ()tChions 8S·0l-0S6 a.nd 85-06-113. 
~h'ch otder AT&T to flow through a.ccess charge reductions. In 
compl hnct with these OrdHS. A.l. NO. -16 propOses to flOw through 
lOOt of tht estimated access char9~ redutttons th~t AT&T vIII realize 
during 1981. AT&T thus proposes to decrease Its Individual serylce 
rate schedules to yield a total revenue reduction equal y,o--the 
projected 1981 total access saving. 

furthermore. A.l. No. 16 prOpOses to decrease the rates for IndivIdual 
switched sery'ces <AT&T long Olstance. At&T NATS. AT~T 800 S~rylce) by 
the expl\cH amount of access reduction lIIhich wl1 I actrue to each 
serYlce In 1981.-For that compOMnt of 1981 access saYings arising 
fr~n the direct assignment of HATS/8oo access ltn~s, AT&t has proP6~ed 
to flow reductions thtough to Its·HATS/8oo custOmers. for the CPE and 
Inside Hire components of the 1981 access charge reductions. AT&T has 
unlfor~ty spread 'ts access saYings acrOss all Its switched services. 
8y this action. AT&T will continue to al'gn 'ts rates with Its access 
expenses -- the very ratemaklng principle traditionally applied by the 
Comn\sslon and advocated to Application 85-11-029 by US Sprint Itself. 

It should cooe as no surprh~ to U S Sprint that the bulk. of the 
access reductions In 1981 are properly attrlbut~d to HATS and 800 
Serv'cC',· The carrier C()!li1'lOn Hoe charge will no longer be- assessed 
on the c'os~d end of dedicated access lines for those services. As a 
result of the reductton tn access charges proposed by Pacific Sell and 
General Telephone. AT&T vill save about St in access charges for every 
HATS and 800 Service minute sold in 1981. By comparison. AT&T will 
save only about O.St 'n ac(ess expenses for every conversation minute 
of use for AT&T"s long Distance Service In 1981. AnT proposes to 
flow through penny for penny the tota t savl ngs on those services and 
has prepared Its rate schedules In A.l. No. 16 to accomplish that 
objective. AT&T beHeves thh direct service flow through Is 
consIstent vlth the Corrmlsslon's policy. 

U S Sprint further argues that AT&T should not be authodzed to 
Integrate these access reductions with the rate schedule authorized tn 
Appendix 0 of 0.86-11-019. The procedure ~htch U S Sprint proposes Is. 
contrary to the Corrvnlsslon's express Intent for reductions In ATt,T 
rates to be Implemented within 14 days of any prospective access 
expense savings. (Dec Is ton 85-06-113>' AT&T. In fact. proposes to 
make a concurrent reduction tn its rates to be effective on January 1. 
1981, the very same day that the local exchange company access rates 

~. U S Sprint vas a particIpant In the Access Phase II proceedings 
that led to the dIrect a$signment policy decisIon by the 
Coom'sston \n 0.85-06-11S. -

- 2 -



. ... 

• 

• 

• 

APPENDIX A RESPONSE 

are scheduUd t~ be reduced. Therefore. A.l. tl(). 16 h enttfely 
consistent wIth COm,'ssion policy and Intent.· 

U S Sprint ~lleges there would be a "seriously negathe effHt on 
, 'nterLATA CQropHH\()n 'n Callfornla" If Alt-Tls reduced rates contained 

In A.t. No. 76 are permitted to go IntO. effect. U $ Sprint points out 
that AT&t's MAIS and 800 services are subjett to competition and urges 
the Comll\sslon to consider whUher the public Interest Is setved by 
AT&T's proposed rate reductions. However. US ~prlnt In fact Is only 
see);'Ing to advance Its own private Into/rests and retain Us 
(ompetltlve marketing advantages. 

U S Sprint and other long distance carriers have been heavily 
advertising their W.TS~l\ke services over the past year. [xafTlpJes of 
U S Sprint's and Mel's advertisements promoting their HATS-like 
services are attached. U S Sprint's advertisement. published 'n the 
Hall Street Journal on SeptembH 9. 1986. states an offer of a one 
)'ear long sale on HATS-llk.e services. (lalmlng prices 18-26\ lover 
than AT&T's. These advertisements are clear and po'nt~d illustrattons 
of the self-serving mot\vatlon of U S Sprint In flllog this protest. 

• The only legitimate argument for segregating the access reduction 
flow through from the change tn rates ordered tn AT&T's rate case 
would be that there Is a clear controversy over the access 
reductions proposed by the local exchange companies. ATt,T has 
antiCipated this e~entual'ty dnd has developed a contingency plan 
to implement only the rate schedule contained In the interim rate 
order 0.86-11-019. if the access reductions do not go Into effect 
on January I. 1981. That plan was stated on Page 3 of A.l. No. 76 
as follows: 

"The implementation of this Advice letter No. 16 is dependent 
upon Paclrlc Bell's Advice letter No. 15190 and General 
Telephone's AdvIce letter No. 5052 going into effelt on 
January '. 1981. 

If. fot any reason. those Advice letters have not been 
apprOved In time to become effective on J~nuary 1. 1981. AT&T 
has pr~pared Advice letter No. 75. which would Implement onl~ 
the rate schedule and rate leve Is authori zed in the Intet\m 
AT&T tate order. 0.86-11-019. In compliance with Ordedng 
Paragraph 19 of D.86-\1-019. Advice Letter No. 15 would b~ 
filed on December 22. 1986 and would 90 Into effect On January 
1.1981. In Heu of AT&T's Advice letter No. 16. \f nHessary.:t 

- 3 -
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U S Sprint .,gues th~t -At&t will ~e the only 'nte~e.(h~nO~ (lrrJ~i t~ 
benefit from the proposed access (Ost reductlon.- There's no ba~'s 
for thIS statement. The COIMh\ 'On has properly found that the 
provision of equal aCcess under the. schedule provided 'n th~ 
Modification of r'n~l JudgT.ent negaU~ any alleged pruxlstlng Alt.T 
advantagt. The provhion Of equal ac(~sS IS accompanIed by equal 
co~ts. The acc~~\ cost savings der'ved frOm the dIrect assignment of 
NATS costs 1$ .va \ lable to a 1\ IXCs Including U S Spr\nt. It IS clur 
that Sprint Is s'mply attempting to maintaIn an artlflchl pttt'ng 
ad~antage In the r~9ulatory arena by ra\slng specious arguments, This 
approaCh does not serve the public Interest. U S Sprint's attempt by 

- this protest to retain Its competitive advantage \n HATS-l\~e servtces 
should be rejected. 

fOt all tM foregoing reasons. AT&T resPHtfully requests that u S 
Sprint's protest be rejected and that A.l. No. 16 be approved. 

Sincerely. 

J.la.iAJ~dlf UJ~.:IlL 
Hathavay Hatson. III 
Attorney 

Attachment 

cc: Bryan (hang. (PUC 
Richard A. Purtey. U S Sprint 
James l. lewis. MCI 
M. J. Hiller, Pac'fic Bell 
John M. Jens\~. General Telephone 

- 4 -
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December 11. 1986 

James M. McCraney 
[)(;puty Director 
Evaluation and Compliance Division 
California Public Utilities Conmtssion 
505 Van Ness Avenue 
San Francisco, California 94102 

Rei AT~T Advice Letter No. 16 

Dear Hr. McCraney: 

Dof~ f5~ns 

rVAlUATlO!~ Mi) COrlPUANC£ 
OMS!ON 

DEC 121988 

MCI Telecommunications Corporation hereby protests AT&T Communications 
Corporation of California's Advice Letter No. 16. This advice letter was 
filed on November 26. 1985 with a propOsed effective date of 
January I, 1981 • 

AT&T's Advice Letter proposes to pass through the access charge rate 
reductions proposed by Pacific Bell and General Telephone of California in 
their Advice Letters 15190 and 5052, respectively, as well as implement 
the rate changes ordered in D. 86-11-019, AT&T's General Rate Case 
proceeding. KCI's instant protest is limited to AT&Tls prOpOsal to pass 
through the access charge rate reductions. HCI does not take issue with 
AT&T's proposed treatment of the rates ordered by D. 86-11-079. 

KCI's review of AT~T's rate reduction proposal indicates that it has 
proposed an across the bOard reduction to its HIS rates. The new HiS . 
rates AT&T proposes appear to reflect the CCLC reduction requested by 
Pacific Bell in its Advice Letter 15190. Therefore MCI does not protest 
this aspect of Advice Letter 16. However, KCI does take issue with AT&T's 
proposed method of passing the access rate reductions to its WATS rates. 

KCI believes that AT&T's proposed WATS rate reductions do not accurately 
reflect the underlying access cost changes that result from the direct 
assignment of WATS access lines. As MCI points out in its protest to 
Pacific Bell's Advice Letter 15190, wbich is attached hereto and 
incorporated herein by reference, the direct assignment of WATS lines 

-exempts the closed ends of those lines from the CCLC. A non-usage 
sensitive line charge is, or should be, added to recover some of the 
revenues that would have been generated by the CCLC. In california the 
remaining revenue requirement is recovered from a surcharge on Pacific 
Bellis intraLATA services • 
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James K. HcCu.ney 
AdvIce Letter No. 76 
December 11. 1986 
Page 2 

APP[KDIX a 

AT&T's usage senSitive hourly WATS rate reductions (Schedule·Cal. P.U.C. 
No. Al. s~ctlon 7.1.1.C.3) approximate the per minute cOst reductions 
brought about by the removal 6f the CeLC frOm the closed end minutes of 
use. However, AT&T's propOsed tariff does not propose to recover the 
additional cost of the n6n·usage sensitive charge shown in Pacific Ball's 
proposed Schedule Cal. p.u.e. No. 115-T, sheets 453 and 453-A fIled with 
Advice Letter 15190. The effect of this omission is to reduce AT&T's WATS 
rates and revenues by an amount far in excess of the amount warranted by 
the access charge reductions proposed by Pacific Bell and General 
Telephone. For this reason, KGI protests AT&T's Advice Letter No. 76. 

Sincerely, 

/-~ 
James L. Lewis 

cel Dean Evans. cpue 
Ilathaway Watson III, AT&T Communications of California 
E.V. Forshee, AT&T Communications of California 

Enclosure 



· . 

• 

• 

• 

H'I"l'U), W,tton. 1/1 
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Oe(ember 16, 1986 

tit. Oean Evans 
Evaluation and Compl'anc~ Sranch 
California Public Ut.lttt~s ComTItsslon 
505 Van Ness Avenue, Room 3200 
San francisco. California 94102 

Oear Hr. Evans: 

APPENDIX a 'RESPONSE 

--: ~ ATaT 
to = 'WIS4 -

79$ fo1$011\ $tre~l 
Sln francisco. CA 94107 
f'ho(\e (415) 442·~ls.l 

eVI.!UUION & roYTttJ..~,,:( OMSION 
J(H(Gft\Vtai~m SPJ...~I 

Dean J. EYima 
OEC 1 ?1986 

AT&T Communications of California (AT&T) hereby responds to Mel's 
Oecember 11. \986 protest to AT&T Advice Letter No. 16. Hel's protest 
is based upon a misunderstanding of the tariff provisions for AT&T's 
HATS and 800 Service, as well as related Local Exchange Companies' 
tariff provisions. Accordingly. Mel's protest has no mertt and should 
be dismissed. 

Mel argues In Hs protest letter that AT&T's proposed tariff fates, 
contained tn Advice Letter No. 16. do not recover the additional cost 
of the non-usage sensitive charge shown in Pacific Bell's proposed 
Schedule Cal. P.U.C. No. 175-T. Sheets 451 and 453-A filed vlth Advlce 
letter 15190. (Mel protest letter. page 2.) HClls reading of the 
AT&T tarIff pages is incorrect. 

for interLATA only service. a non-usage sensitive charge is. in fact. 
explicitly stated on AT&T's Schedule Cal. P.U.C. No. A7. 6th Revised 
Sheet 12. which yaS contained tn Ad~'ce Letter No. 76. Note 2. at the 
bottom of the page. reads tn relevant part: 

"Access lines arranged for InterLATA only usage are subject to a 
special access sUfcharge of $25.00 (USOC SRBAP) and an end user 
line charge of $4.18. u 

The very same provision is contained 'n the ex\st'n~ tariff page, 5th 
Revised Sheet 12. A copy of the 5th and 6th Revised Sheet 12. from 
At&T's Schedule Cal. P.U.C. No. A7, as ftled tn Advtce lett~r$ No. 61 
and 16. is enclosed fOf reference. 
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For HATS and 800 Service lines ~h\ch have bOth an \nterlATA and 
IntralATA calling capabll'ty, the applicable surcharge 1s handled 
entirely through lOcal Exchange C6mpany tariffs. As shown 'n Note I 

. on AT&T's Revised Sheet 12. such lines are provided by local Exchange 
Companies. Those companies b'lled the $~S surcharge directly to the 
end users and subscribers of the HATS/800 ltnes prior to the Access 
Phase II decisiOn In June 1985. Thus, the $~S surcharge for those 
lines ~as not an access expense Ihturred by AT&T, and AT&T did not 
need to recover It from Its customers. Similarly. AT&T does not 
antlc'pate that the local Exchange Compan'es will btll the $2S 
surcharge. or Its equivalent. fot combined usage lines to AT&T when 
the nev HATS direct aSSignment tar'ff provision goes 'nto effett. 
Thus. AT&T will have no need to levy any such charge to Its customers 
~ho purchase combined InterlATA and InttalATA ~'TS/800 service. 

HClls protest to AT&Tls Advice letter No. 76 \s unfounded and without 
merit. AT&T requests that the Commission dismiss the protest ~'th 
prejudice. 

Sincerely. 

Halhavay Watson III 
Attorney 

Enclosure 

cc: Bryan Chang. CPUC 
James l. lew's. MCI 
M. J. Hlller, PacifIc Bell 
John H. Jens'~. General Telephone 
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Sa.n tflncisc~, Califorl'lil 5th 'tvl.td Shett 12 
Clnttl. 4th ~.v' •• d Sheet 12 

Network Servicel Tariff 

A7. VIDE ARIA l[lECOXMVNICAtIO~S SERVICE 

7.1 At&T VATS Ah~ At&T 800 SEIVICE (Coat'd) 
1.1.1 AT't VATS (Cont'd) 

C. RATES ANt> CHARGES 

1. !cce .. Lin. 

a. Acct •• lint attlnsed for coabintd Intra and fntertAYA u.a,el 
b. Accel. line artanged for intettAYA only u.a,. 

IDlt,llatlon Monthly 

North.ro Calif., per line2 
- fir.t Itne, per cu.tO.ef order 
.- each additional lin. 
Southern C.llf., p.r 1in.2 
- fir.t Itn., per cu.to~tr ord.r 
- eath additional line 
Statevide, per 110.2 
- firlt line, per eu.toaer Order 
- eath additional line 
4 Wita .erviee terminating arrangement. 
- io.talled coincident with lnt.rLAYA only 

AT&T VATS ACce •• tine with vhich 
a .. ochted 

2. Set-up Chatge 

- far coapleted me •• IS' 

3. Monthly VUI' late 

t 

Charse lite 

514.00 • 25.00 
223.00 25.00 

514.00 U.OO 
223.00 25.00 

514.00 2S.00 
223.00 25.00 

Char" 

• .15 

The bourly rat •• apply to the av.ra., ute per ace, •• line .ttblD • 
• arY1el ,roup rouaded to the ntare.t tlnth of aD bour. 

Aver", Hour. of U.I Per Line 
Semel ire. -0:15 1 .1-40 40.1-80 Over 80 

- 50. or So. Cal. $12.25 (I) tl0.45 (I) t t.SS (I) • 8.20 (I) 

usee 

WIXNC 
VIniC 

\IllS':: 
\IllS':: 

VtDC 
VUlC 

"VA 

I 
(
~ - Statewide .6 ]$ (I). lS.45 (I) 14.10 (1) 12.H (I) 

JOT! 1. Provid.d by the LOed la:eMaae UtUlt,. .' 

\ 
l 

NOn 2t Ace ... Un .. ate furnilh.d vith a 2,vtn arrana ... at unte ... 0\ vire 
arranaeaent 1. r.qullt.d by tha cu.toaar. Act ••• 11na. arran&.d for 
1atirLAYA only ula,1 atl ,ubjact to • Ipeclal act ••• lurthar,. of 
'25.00 (USOC SRUP) aDd an aDd uler Uce charsa of U.78. 

. -/ 
A4vi« Letter No.61 

. 
DaU Filed: MAR t 4 1986 

DecWon No. 8S-03-056 Effecdn: WAR ~ ~ I,.;,; 
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•• AT&T CortU'Ou.aju~ Of C~i(orai ... lK. 

~ FClJX\5(O, ~O(cia 

Network ServiCeS Tarlf' 

Al. MIDE AREA TElECOKHUNICATIOHS SEAYIC£ 

1.1 Al&T MATS A~O Al&T 800 SERVICE (C~'t'd) 
1.\.' AlLY MAtS {(ont'd) 

C. AA TES "'''0 CHARGES 

\. ",(Uu Unt 

I. Acetss 'Int lrranqtd for comblntd Inttl lnd InttrLAlA USlq.' 
b. Access lint ,rtanged for InttrLATA only us'gt 

Instllh.tlon Monthly 
Chug. Alte 

Kotthern Cl"' •• per llnt
l 

_ 'Irst l1nl, Pit cust~r ordlr $ 514.00 $ 25.00 
_ Ilch ldd'ttonlt l'nt 221.00 25.00 
Southern C1II'., per llnt l 

_ 'Irst line, ptt cust0m4r order 5H.00 25.00 
_ .lch lddltlonl1 line 223.00 U.OO 
Stltt~'dl. ptt llnl l 

_ 'Irst lint, ptr cust~r ordlr 514.00 25.00 

_ tiCh lddtt'on,l 'Int 211.00 15.00 
4 Mlr. servlct t.r~lnltlng arrlnglntnts 
_ Instll'ld coincident ~tth InttrLATA only 

AT&T MATS AcCtss lin. ~Ith .hlch 
usochttd 

i. Stt-up Chugo 
Chlt9,e 

_ Pit (o-p1ttld .. ,sag' S .15 

3. Monthly USl9t Rlte 
Tht hOurly rat"~ tp~ly to the lvtrl4t us, ptr ICCtSS 'Int within 1 
"rylCt grou~ roundld to the n,ar.st t.nth Of In hOur. 

A~ltagt Hours of Us. Per lin. 
0-15 15.'-~ 40.1-&0 ~tt 80 

lJSOC_ 

H1XNC 
N1XNC 

NIXSC 
NIXSC 

MIXfC 
'\nXFC 

4AA 

S 9.to (R) $ 1.60 (R) $ 7.80 (R) S 1.20 (A) 
~Idt 1 ...• 

*lTE1: PtOY t '1 I OCI I(h.ln~. UU" ty. .-
NOTE 2: Access llnls lr. furnlshld with I 2 wlr. lttlnO ... nt unl.ss I 4 vlrt 

&rnng ... nt h ttquuted by the (Ust()etr.:: Accus lints lfran~td fot 
'ntlrLATA only US'9' It. subltct to I sptelll ICC'SS surchlrge of 
$25.00 (USOC SRBAP) lnd In end ut.r lin. chltq. of $4.18. 

~ LatMiHo. '76 
o.ewoo No.8 6 - 11 079 
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Hr. Victor R. Weisser 
Executive Director 
California Public Utilities 

Commission 
505 Van Ness Avenue 
San Francisco, CA 94102 

APPENDIX C 

December 11, l~86 

REI pacific Bell Advice Letter No. 15190 

Dear Mr. Weisserl 

US Sprint Communications Company (·US sprint·, U-51l~-C) 
hereby protests Advice Letter No. 15190 filed by Pacific Bell 
(·Pacific·, U-lOOl-C) on November 21, 1986. 

pacific represents that it filed Advice Letter No. 15190 in 
compliance with Decision No. (-D.) 85-06-115 dated June 12, 1985 
to implement the direct assignment of closed end of HATS ordered 
in that decision. US sprint believes this advice letter fails to 
fully implement the Commission's intent in D.85-06-ll5 in several 
respects. 

First, in at least one area, the tariff language proposed by 
pacific fails to convey clearly the changes in closed end of HATS 
pricing ordered by the Commission. Ordering Paragraph 6 of 
0.85-06-115 directs LECs to implement a flash-cut conversion to 
direct assignment of closed end HATS line costs and the dedicated 
line pricing of WATS service. An essential component of dedi
cated pricing of HATS services is the elimination of the appli
cation of the Common Carrier Line Charge (·CCLe·) to the closed 
end of HATS lines as is currently prescribed in Pacific's tariff. 

I Pacific's implementation of the ordered change in its WATS 
Access Line Service (·WALS·), of necessity, involves changes to 
numerous tariff pages. Generally, these changes eliminate all 
references to WALS in the current switched Access section 6f the 
tariff and moves all reference to WALS to the Special Access sec
tion of pacific's tariff. The proposed change to Section 3.4(c) 
directs application of the CCLC as fol1owst 
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-(c) All Switched Access service except for 
an lRL ••• will be subject to Carrier Common 
Line Access charges.· (Underline added for 
emphasis.) 

This language, together with other changes which remove HALS from 
the ·switched Access· portion of pacific's tariff, presumably 
were intended to convey that pacific does not intend to apply the 
CCLC to minutes of use (·NOU·) on WALS. 

However, in light of the past application of the CCLC to 
WALS and the potential for confusion created by this history, 
pacific should be required to incorporate into its tariff a 
clearer statement that ceLC will not be applied to the closed end 
of WATS. US Sprint suggests that Pacific utilize language 
already existing in the Exchange Carrier Association (aECA-) 
Tariff FCC No.1, Section 3.2(G) which is included by reference 
in Pacific's own Tariff FCC No. 128. To implement the direct 
assignment of the closed end of WATS, section 3.2(G) stateSt 

-(G) Where Switched Access services are con
nected with Special Access Services at Tele
phone Company Designated HATS serving Offices 
for the provision of WATS or WATs-type 
services, Switched Access Service minutes 
which are carried on that end of the service 
(i.e., originating minutes for outward HATS 
and WATS-type services and terminating 
minutes for inward HATS and WATS-type 
services) shall not be assessed Carrier 
Common Line Access per minute charges.· 

pacific's proposed tariff language should be amended to include a 
statement similar to that contained in ECA Tariff FCC No. 1 
regarding the application of CCLC to the closed end of WATS. 

Second, pacific's use of 1986 HOU to calculate the proposed 
CCLC and line termination rates Is inappropriate and fails to 
implement the full access rate reduction ordered by the Commis
sion in D.8S-06-11S. Pacific describes its method used to cal-
culate CCLC and line termination rates on page ~ of ita advice 
letter. Pacific developed revenue objectives ·using the 1986 
'adopted' results· and then used 1986 ·adopted- "OUs to calculate 
the proposed rates. Evidence presented in numerous proceedings 
before the commission projects continued growth in toll and 
access HOU in coming years especially given the continuing phased 
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doclines in access rates ordered by the Commission, Use of 1986 
MOU to calculate rates which will be collected in 1987 overstates 
rates to the degree it understates expected MOUs. If- the pro
posed rates are adopted, pacific will most certainly over-recover 
CeLC revenues in 1987. pacific's proposed CeLe and line termi
nation rates should be rejected and Pacific should be required to 
refile rates based upon projected 1981 MOU. 

Finally, Pacific's request for an effective date of 
January 1, 1987 complies with the date ordered for implementation 
by the Commission in June of 1985, but violates the Commission's 
clear intent that implementation of the direct assignment of 
closed end of WATS be delayed until the ordered reductions in 
HATS access rates are available equally to all interexchange 
carriers (-IXCs-). 

The Commission'S order in D.85-06-1l5 to delay implemen
tation of the direct assignment of the closed end of WATS for a 
full-year-and-a-half was based upon the Commission'S concern 
regarding the differential effect such pricing changes would have 
upon different IXCs. The Co~mission noted that -The record indi
cates that the hybrid private lirie/switched services to which 
OCCs must resort to offer WATS-like services in competition with 
AT&T-C WATS suffer substantial disadvantages in terms of cost and 
efficiency of operation,-, (Page 70.) Due to the unavailability 
of equal access for OCCs, the Commission found that -Prior to 
widespread availability of equal access, only AT&T-C stands to 
benefit directly from advantageous pricing of HATS access- (page 
222). The timing of the implementation of direct assignment was 
set in the order with a concern for how implementation would 
effect the development of competition in the interLATA juris
diction. The commission clearly deferred implementation of 
direct assignment until pacific completed its planned conversions 
of offices to Feature Group D (-FGO-), based on an assumption 
that at that time any HATS access reductions would therefore be 
available to all IXCs equally. 

While Pacific's scheduled conversion of end offices has 
brought a number of improvements in switched access where fGD ~s 
available, equality In the provisioning of WATS access has not· 
yet occurred as anticipated in the Commission's order of June 12, 
1985. The FCC ordered that exchange carriers including Pacific 
make available to all IXCs HATS access lines which are unrestri
cted as to directionality and jurisdiction (Common Carrier Bureau 
Hay 20 Order in CC Docket No. 86-181, Midyear 1986 Access Tariff 
Filings, Memorandum Opinion and Order, Mimeo No. 4621 released 
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May 20, 1986). The provision of restricted HALS conforms to AT&T 
historic HATS rate structure and is therefore utilized by AT&T in 
the provision of WATS service, Unrestricted WALS would be 
necessary to replace special and switched access arrangements 
currently used by US Sprint to provide its HATS-like offerings 
which provide the customer an unrestricted HATS line. The 
Bureau's Hay 2~ order has been followed by procedural delays to 
clarify and implement the order. The Commission has, as recently 
as December 4, issued an order upholding the Hay 20 order requi
ring that exchange carriers provide universal HALS. The order, 
however, is not as yet available for review. Pacific filed 
revisions to its interstate access tariff, Tariff FCC No. 126, 
effective September 1986 to implement the May 20 order. However, 
the terms of its intrastate tariff continue to provide only 
restricted HATS access lines in conju.,ction with FGO service. 

During this period of FCC and state actions affecting the 
fate of universal HATS access lines, a viable WATS access service 
alternative is still not yet available to the OCCs. Further, it 
is not at all clear that federal and state actions have as yet 
resolved the issue of whether universal WALS will be provided by 
Pacific. In the meantime, us Sprint and other OCCs continue to 
use the same ·hybrid private line/switched services· solutions to 
provide HATs-like services which justified a delay in direct 
assignment at the time of the commission's June 12, 1965 
decision. 

If direct assignment is implemented effective January 1, 
1987, AT&T-C continues to be the only interLATA carrier who will 
benefit from the access reductions. The conditions which led the 
Commission to defer implementation until January 1, 1987 continue 
to exist at this time and justify a further dolay in implemen
tation. US Sprint believes that, to comply with the Commission's 
intent in 0.65-06-115, this advice filing should be suspended 
until a viable unrestricted HATS access line is made available to 
OCCs by pacific. 

RAP:km 

Sincerely, 

~/J-~-
Richard A. purk!!y ~ 
Manager, Government Affairs 

CCt M. J. Miller, Pacific Bell 
Dean Evans - CPUC Staff 
Emily Marks - CPUC Staff 
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PACIFICDBELl. 
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tut~f~V J~ll:\\r. "(U 1001 C) 

December 16, 1986 

James H. Mccraney 
Deputy Director 

OlC \6 f\ 29 fl\ 'as 

Evaluation and Compliance Division 
California Public utilities Commission 
505 Van Ness Avenue 
San Francisco, CA 94102 

Dear Mr. McCraney: 

Re: Pacific Bell Advice Letter No. 15190 

As you and the Commission are well aware, on June 12, 
1985 the commission adopted Decision No. 85-06-115 and ordered 
the commencement of its "SPF to sm" plan calling for gradual and 
moderate reductions (over several years) in the assignment of 
non-traffic sensitive (tlNTSIt) costs to interLATA switched access 
services with offsetting increases in rates for intraLATA 
services. The clear intent of this plan is to reduce the burden 
of cost recovery borne by interLATA services while increasing the 
burden for other services in order that the commission could 
arrive at 

" a reasonable balance, requiring an appropriate 
contribution toward NTS costs from access services while 
helping to lllaintain fair exchange rates." Decision No. 
85-06-115, ~imeo, p. 61. 

For year 1987, the SPF to suo plan requires 
implementation of the direct assignment of the costs of 
intrastate WATS lines to intraLATA services and removal of WATS 
minutes from determination of the "SPF allocator" for that year. 
These combined factors (removal of both WATS minutes from 
de~ermination of SPF and WATS line costs from application of SPF 
for calCUlation of total NTS costs) produces the intended 
reduction in NTS cost assignment (and, therefore Carrier Common 



.. 

• 

• 

• 

APPENDICES C. D , ERESPONSE 

Line (IICCLtI) rates and revenues) contemplated by Decision No. 
85-06-115. 

On November ~1, 1986, Pacifio Bell ("pacific") submitted 
for Commission approval Advice Letter No. 15190 setting forth 
Pacifio's proposed implementation of the direct assignment Of 
intrastate WATS. On DeceDber 9, 1986 AT&T communications of 
california, Inc. ("AT&T") protested Pacific's Advice Letter 
contending that Pacific had understated the amount of revenue 
that should be shifted off the CCL to intraLATA services. On 
December 11, 1986 Mel TelecoJrununications Corporation (ItHCIn) and 
US Sprint Communications Coropany (US sprint) also filed protests 
to Pacific's Advice Letter, though the bent of their comments is 
decidedly in the opposite direction--- essentially, they both 
request that ill! shift occur until a "Universal WATS Access linen 
(UWAL) is tariffed on an intrastate basis. In addition, MCI bas 
filed with the Commission a document entitled "Petition for 
Modification of Decision No. 85-06-115" and bas asked that the 
Commission delay implementation of the direct assignment of HATS 
until this Commission approves an "unscreened and unrestricted 
HATS access line" that permits the origination and completion of 
interstate and intrastate calling. 

pacific respectfully submits that none of these 
positions is ~ell founded, and that its Advice Letter No. 15190 
should be approved, without modification, to become effective on 
January 1, 1987. Set forth below is Pacific's specific response 
to each of the three protests it has received. In a separate 
pleading, Pacific will respond to Mells request for a sweeping 
and unnecessary change and/or delay in the Commission's SPF to 
SLU plan, which the Commission should not approve. 

PROTESTS OF Mel AND us SPRINT 

Since these protests are nearly a mirror of each other, 
presenting essentially identical claims and arguments, Pacific's 
response to each is the same. The objections raised by these 
protests fall into two general categories. First, that technical 
errors allegedly reside in Pacific's Advice Letter because it is 
not clear Ca) that eeL charges will not apply to the closed end 
of intrastate WATS lines following the direct assignment of WATS, 
(b) that it is not clear what line (end user) charges apply for 
the WATS access line following direct assignment, and (c) that 
Pacific did not use a correct estimate of minutes in arriving at 
new ceL rates for 1987. Second, as mentioned above, both 
interexchange carriers complain that the direct assignment of 
HATS should be delayed until a jurisdictionally .1xed UWAL is 
made available • 

- 2 -
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1. Technical Considerations. The technical issues 
raised by these parties do not in themselves present any basis 
for rejecting pacifio's proposal, though their concerns over 
tariff clarity can, to some extent, be addressed. First, Pacific 
has never intended to "double recoveru eCL charges by reflecting 
the removal of HATS minutes from the eeL calculation and then 
continuing to impose ceL rates at the closed end of WATS or 800 
service. The fact that Pacific did not, in section 3.4 (c) of 
its intrastate access tariff, specifically exempt WATS access 
lines from eeL charges does not compel the interpretation US 
Sprint and MCI suggest might arise in that the line is 
provisioned as "special access" out of section 7 of Pacific's 
access tariffs. However, Pacific does not oppose a clarification 
indicating that CCL charges do not apply to HATS access lines. 

MCI's complaint about what relevant charges apply to the 
WATS access line is itself extremely unclear to Pacific (see, p. 
2 of its protest and proposed section 7.5.4 of Pacific's 
intrastate access tariffs, Sheets 453 and 453-A). What MCI 
appears to be stating is that it does not understand whether the 
$25 per month line charge found In Pacific's exchange tariffs 
will apply to the WATS access line, or whether an additional $25 
per month charge is contemplated by this provision. Obviously, 
no such uextra charge" has ever been approved by the commission, 
and no such charge was or is intended. In proposed section 
7.5.4, Pacific has merely cross-referenced the applicable 
exchange rate for a WATS access line paid by end user customers, 
and, therefore, Pacific will not be recovering an additional $25 
per month that would require an additional reduction in CCL 
charges, as Mcr suggests. It was clearly the intention of the 
Commission that a single, dedicated line charge apply to WATS 
lines upon the direct assignment of WATS (see, Decision No. . 
85-06-115, pimeo, p. 71), and that Is precisely what Pacific has 
provided. NCr's unexplained and unsubstantiated conclusion that 
this arrangement somehow "fails to comply with" the direct 
assignment of WATS is wrong, as well as lacking in meaning. 
Again, however, Pacific does not oppose a simple olarification 
that a single $25 line charge applies to a HATS access line, 
though under its proposed tariffs it does not believe that such a 
clarification is necessary. 

Mer's and US Sprint's other complaint about use of 1986 
minutes to determine new eeL rates upon the direct assignment of 
WATS requires no clarification, and Pacifio respectfully SUbmits 
that its use of 1986 minutes is entirely correct and proper. 
AT&T has raised the same concern in its protest, and Pacific's 
response to this contention is discussed in greater detail 

- 3 -
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belovo Paoifio's use of 1986 costs and 1986 projeoted uSAge is 
fully consistent with the JIIost recent results of operation 
adopted by the Commission for Paoifio (see, Deoision No. 
86-01-026, dated January 10, 1986, as modified by Deoision No. 
86-03-049, dated March 5, 1986) and is designed to recover for 
1987 no ~ore or no less revenue for ceL service than the 
eo~~lss10n determined was appropriate on a 1986 test year basis. 
In Deoision No. 86-01-026 the Commission speoifically recognized 
and adopted a revenue objective for access services predicated on 
estimated 1986 NTS costs and usage (revenues). Paoific's method 
of calculation is consistent with these results, and does not 
require an independent redetermination of 1987 costs and 
revenues. Application of 1987 usage projeotions to 1986 NTS 
costs would not reflect changing 1987 NTS costs. The calculation 
of 1987 CCL rates most consistent with adopted results is 
perforroed in the manner Pacific has employed, and Pacific has 1 
correctly used 1986 usage data in performing this calculation. 

2. UWAL. MCl and US Sprint's second major objection is 
directed at the availability of UWALs in california, and here it 
is urged that the Commission delay implementation of the direct 
assignment of HATS until an intrastate UWAL is approved by the 

1 Mel also said it was tlunclearll whether reseller usage was 
included in the minutes used to determine the new CCL rates (see, 
KeI's protest, pp. 2-3). MCI's concern that such an omission 
would cause an understatement of minutes is difficult to fathom, 
in that the total of reseller minutes (a relatively small number) 
to all CCL minutes (a base of over 10 billion minutes) Is such 
that a complete inclusion or omission would likely not cause any 
change in CCL rates. In any event, Pacific has included relevant 
reseller minutes. The basis for Pacific's minutes of use is its 
carrier Access Billing system (CABS), Which includes all Feature 
Group minutes used by resellers. In california, resellers are 
not required to order exclusively Feature Group services to 
gather traffic, and will not be required to do so unless and 
until the commission approves a change in Individual Resale Line 
("IRL") treatment now available in California. Moreover, the 
proposal of Pacific and the California reseller organization, 
CALTEL, in the Phase III intrastate access charge hearings (A. 
83-06-65), and now before the commission for approval, is that 
resellers be exempt from any eCL charges for a period of nine 
months following adoption of the proposal. If this proposal is 
adopted it is unlikely that resellers will be required to bear 
any eeL charges in 1987. 

- 4 -
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Commission. There are, however, a multitude of reasons for D2! 
delaying the i~plementation of the direct assignment of HATS due 
to the temporary unavailability of UWALs. 

First, MCI and US sprint have presented an 
extraordinarily truncated ver~ion of the history behind approval 
of the direct assignment of HATS. It is true that the 
availability of equal access had a role in the Commission's 
approval of direct assignment, but nowhere in Decision No. 
85-06-115 can there be found even a remote discussion of Paoific 
making available the jurisdictionallY mixed and hi-directional 
access line HCI and US Sprint now claim to be the lynch pin of 
direct assignment. At the time Decision No. 85-06-115 was 
issued, a "universal HATS" lIne had not been conceived and 
presented to any regUlator, let alone discussed in any way in the 
Phase II intrastate access charge hearings (the hearings that led 
to Decision No. 85-06-115). In connection with the direct 
assignment of HATS, Pacific's obligation is to provide equal 
access in applicable end offices in order that HCI, US Sprint, 
AT&T or any other carrier can utilize a banded, screened HATS 
access line in conjunction with Feature Group D service, and 
Pacific has done exactly that. As is pointed out in pacific's 
Response to HCI's petition to modify Decision No. 85-06-115, 
Pacific has had such an offering available since June of this 
year, and through that offering MCI and US Sprint can obtain the 
same HATS access line as does AT&T in offices where Feature Group 
o is available. Moreover, today AT&T does not have access to a 
jurisdictionally miKed and hi-directional HATS access line, and 
in that regard HCI and US Sprint are in the same position as 
AT&T. Contrary to the assertions of HCI and US Sprint, the 
conditions that eKisted when Decision No. 85-06-115 was rendered 
do not exist today, and any carrier may, where Feature Group D is 
available, obtain a jurisdictionally separate and 
non-bidirectional HATS access line, shoUld they choose to do so. 

Additionally, there have been a number of developments 
at the Federal Communications commission ("FCCI!) that HCI and US 
Sprint have left unmentioned. In its May 30, 1986 Memorandum 
Opinion and Order the FCC stated that "in requiring the 
elimination of restrictions on use not generally applicable to 
special access lines, our Order did not and does not purport to 
preempt any state restrictions contained in intrastate tariffs or 
any state laws or restrictions limiting the scope of outside 
competition." FUrthermore, on December 5, 1986 the FCC issued a 
public news release (Report No. CC-174) stating that the 
juriSdictional treatment (for separation purposes) of a universal 
WATS line is a matter that requires further consideration by the 
Federal and state Joint Board. In short, the book is far from 

- 5 -



· . 
. · . 

• 

• 

• 

-" 

APPENDICES 0, 0 6, E RESPONSt: 

olosed as to what jurisdictional treatment should be accorded a 
"jurisdictionally mixed" line that Mel and US sprint desire. 

Finally, it should be noted that paoifio has presented 
to the Commission staff for approval a propo~al that offers a 
jurisdictionally mi~ed and bi-directional WATS access line. 
paoific understands that Mel is aware of this proposal and has no 
fundamental objection to the offering. For some months prior to 
sub~ission of this proposal Paoifio had several discussions with 
the staff to resolve the difficult separation issues that 
accompany this service. Clearly, Pacific's action has not caused 
the delay of which Mel and US Sprint complain, and as such 
Pacifio's conduot in no way can or should be used as a basis for 
delaying implementation of the direct assignment of WATS. 

AT&T PROTEST 

AT&T's objection to Pacifio's Advice Letter filing runs 
in fundamentally the opposite direction than that of MCI or US 
Sprint - AT&T argues that Pacific has understated the amount of 
revenue to be shifted with the direct assignment of HATS. 
According to AT&T, Pacific bas (a) applied an incorrect methOd to 
determine the amount of the shift, (2) incorrectly used 1986 
rather than 1987 minutes of use to arrive at new ceL rates, (3) 
improperly included inside wire amounts in the NTS costs 
allocable to interLATA services, and, therefore, (4) should be 
required to implement its proposed level of shift subject to 
refund while hearings are held to determine what AT&T assures us 
will be a higher shift amount. pacifio categorically rejects 
each of these contentions, and, for the reasons stated below, 
asks that the Commission do likewise. 

1. ~thod of calculation. PUt most simply, there is no 
precisely defined method for determining the annual amount of 
revenue shift under the SPF to SLU plan, and AT&T can point to no 
such procedure. Granted, yearly allocations are called for and 
separations Procedures do apply, but pacific has undeniably 
satisfied both of these requirements. Each year pacific has 
sought approval of a SPF to SLU reduotion, and the change to NTS 
costs has always been derived from application Of standard 
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Separation Procedures. 2 AT&T's reference (see, its protest p. 
4) to a "Commission prescribed methodology" is a lIisleading 
exaggeration of the qeneral guidelines that do exist. 

The separations based method Pacifio bas followed 1s one that 
maintains consistency with Paoifio's most recently adopted 
results of operations, and for that reason it is a method that is 
most likely to prevent under or over-recovery of authorized 
revenues, as determined on a test year basis. Maintaining 
consistency with adopted results is not only a sensible and 
reasonable approach to determining the reduction assooiated with 
the direct assignment of WATS, it is imperative that Commission 
authorized and expected revenue levels be recognized if Pacific 
is to have any fair opportunity to achieve its authorized rate of 
return. In addition, by maintaining a base reference point to 
the last adopted results the Commission can assure itself that 
reasonable reductions are reflected without entering into a 
full-bloom analysis Of Pacific's total results of operations. 

Moreover, what AT&T is asking the commission to do is 
iqnore the precedent already established for determining such 
reductions. The first SPF to sw red\\ction ocourred in January 
of this year, and at that time Paoifio determined the level of 
reduction in a manner very similar to what it is proposing here. 
The Commission has once approved this method, and it should do so 
again in order that qradual and moderate reductions can be 
implement~d. It should be noted that the first reduction amount 
was around $95 million, and Pacific1s proposed reduction with 
Advice Letter No. 15190 is $85.3 million. AT&T predicts that its 
method could cause an additional $100 million in revenue burden 
to be shifted to intraLATA services. This, Pacific respectfully 
submits, is not what the Commission had in mind when it direoted 
that qradual and moderate changes take place. 

Finally the Commission should not be led astray by 
AT&T1s claim that Paoific is "over-earning" on access services. 
To begin with, AT&T's analysis (see, its protest, pp. 6-7) that 
Decision No. 85-06-115 set access costs on a "fully allocated 
basis" is faulty. A careful examination of Deoision No. 

2 Paoific's adopted results of operations in its 1986 rate case 
(the basis for the reduction reflecting the direct assignment of 
WATS) are derived from applioation of Separation Procedures used 
in Paoifio 1986 rate case. These results were accepted by the 
commission staff and adopted by the commission in Decision No. 
86-01-026. 

- 7 -
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85-06-115 (pineO, p. 80) reveals that switched access rates are 
priced at 30\ above th~ir direct costs. In addition, other 
access elements (such as High capaoity and DDS speoial access 
service) are intentionally pric~d above cost (seQ, Deoision No. 
83-12-026, dated December 7, 1983, pimeo, pp. 54-55). These 
services, as well as the speoial Access surchar<je and billing and 
colleotion services (also intentionally priced above costsl see, 
Deoision No. 83-12-024, pimeQ, p. 125) are what contribute 
substantially to a high "rate of return" for access services. 
But, even more iroportant, the Commission has never determined a 
separate rate of return for access services and directed that 
earning above such a return be reduced. Instead, the Commission 
has established a revenue objective for access services that 
comprises a part of paoific's total revenue requirement. Pacific 
is not exceeding its overall authorized rate of return, and, 
given that condition, dete~ination of a service specific "rate 
of return" is a meaningless e~ercise. 

Pacific has correctly followed the guidelines set down 
by the Commission for determining SPF to SLU reductions, 
including the reduction associated with the direct assignment of 
WATS, and it should not be required to reflect the extreme upward 
adjustment AT&T is proposing. If the Commission should determine 
that some adjustments in methodology are appropriate which cause 
a greater reduction than pacific has proposed, Pacific must be 
permitted to supplement its Advice Letter filing and reflect a 
greater increase in the intraLATA billing surcharge. 

2. Minutes of Use Volumes. consistent with the use of 
1986 cost data, Pacific e~p1oyed 1986 usage data to arrive at the 
unit rates for premium and non-premium eeL. Pacific used these 
volumes because it is not appropriate, when utilizing test year 
data, to selectively move outside of the test year period for 
some elements of cost, revenue or usage without making like 
adjustments in all other elements. For example, if updated 
volumes (1987 volumes) were used with 1986 costs, as is suggested 
by AT&T, unit rates could be overstated or understated depending 
on what changes in NTS costs could be anticipated for 1987. 
without a redetermination of "1987 costs", AT&T cannot predict 
that unit rates will be unnecessarily high. If conditions in 
1987 are such that costs outrun volumes, unit rates could be 
ynder-stated, as would be true for total revenues. Pacific's 
estimation method is one that is most consistent with the 
Commission's last adopted view of pacific's results of 
operations, and one that is internally consistent with itself 
through use of data common to an identified period of time. 
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AT&T's proposed approach satisfies neither of these valid 
objeotives. 

3. Inside Wire. In its effort to have the Commission 
recognize a reduction of some $100 million more than has been 
recommended by paoifio, AT&T is asking that the commission take 
preoipitous action on the topic of inside wire. AT&T's concern 
hore is that some components of inside wire remain in the NTS 
cost oalculation used by Pacific even though the FCC has directed 
that all inside wire be "detariffedu on January 1, 1987. (Second 
Report and Order, CC Docket No. 79-105, adopted January 30, 
1986.) Because paoifio has proposed a charge for maintenance of 
inside wire, AT&T contends that IIdouble recovery" will occur. 

The fundamental problem with AT&T's arquement is that 
action by the FCC does not necessarily cause a reduction in 
Pacific's intrastate rate base for detariffed inside wire. In 
fact, the Commission has filed pleadings with the FCC requesting 
a stay of the FCC order and rehearing on the issue of intrastate 
accounting treatment for detariffed inside wire. In addition, in 
Deoision No. 86-07-049 (dated July 16, 1986) the Commission 
indicated (at mimeo, p. 5) that the FCC lacked authority to
preempt every aspect of state regualtion of inside wire. What 
the commission has asked of the FCC in the above described 
pleadings is that the intrastate maintenance and installation 
expense associated with inside wire continue under regulation. 
Pacific has reflected this in its Advice Letter filing and unless 
and until this Commission directs that such expenses are to be 
removed from Pacifio's intrastate rate base, pacifio must 
continue to reflect their recovery through tariffed rates, 
including access rates. This accepted approach to recovery of 
intrastate inside wire expenses does not result in double 
recovery. Should the commission determine that rate reductions 
should result from Pacifio's inside wire charging plan, these 
reductions can be reflect~d at an appropriate time as directed by 
the Commission. 

4. AT&T's proposed "Remedy". AT&T's proposed solution 
to the problem it has invented is to gain the benefit of an 
immediate reduction in access rates, subject to refund if the 
commission determines later that a greater amount of shift should 
be implemented. Pacific disagrees that any further shift is 
appropriate at this time, but has even further difficulty with 
AT&T's proposed solution. It is impossible to implement AT&T's 
proposal because it is not possible for Pacific to retroactively 
receive any additional amount of shift that may be subsequently 
determined. Furthermore, it would not be possible under AT&T's 
approach for AT&T to flow through on a contemporaneous basis all 
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of the access savings assooiated with a later determined inoreas~ 
in shift amount. "Flow-through" of access savings is a 
fundamental precept of the SPF to suo plan, and what AT&T appears 
to be su~gesting Is that any further shift amount determined by 
the CommIssion would simplY be pocketed by AT&T. 

There is no need to change the ~ethod of calculation 
used by Pacific, and there is certainly no jUstification for 
adopting a so-called "minimumu amount subject to refund. It Is 
impossible to fairly administer such a procedure, and for that 
reason it Dust be rejected. Such a process is directly at odds 
with the simultaneous shift in interLATA and intraLATA revenue 
recovery burden contemplated by the Commission when it approved 
the SPF to SLU plan in Decision No. 85-06-115. 

SUMMARY 

~he protests of MCI, US Sprint and AT&T should not be 
approved or acted on by the Commission. Except for the 
"universal WA~S" access line, HeI's and US Sprint's concerns can 
be addressed by tariff clarifications; development of the special 
WATS access line they desire is progressing and cannot constitute 
a basis for a delay in the direct assignment of WATS. As for 
AT&T, its proposed methodology for dete~inlng the amount of 
shifted revenue is nowhere specifically approved by the 
Commission. In addition, it results in a large and abrupt 
increase in anticipated interLATA revenue reductions that is 
inconsistent with the Commission's intention to gradually and 
moderately implement such changes. The commission will not 
advance its objectives by following AT&T's lead, and, accordingly 
AT&Tts suggestions should not be adopted. However, if AT&T's 
recommended higher amount of shift is recognized then Pacific 
must be pe~itted to increase the intraLATA surcharge. 

For all of the above reasons, Pacific respectfully 
requests that each of the above mentioned protests be denied. 

,:::.}~~ 
Executive Director 
state Regulatory 

co: service List A. 83~06-65 

- 10 -
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Deoomber 11, 198~ 

James M. McCraney 
Deputy Director 
Evaluation and Compliance Division 
California Public Utilities Commission 
505 Van Ness Avenue 
San Francisco, Ca 94102 

Re: Pacific Bell Advice letter No. 15190 

Dear Mr. McCraney: 

. ...'" 

MCI Tetecommunications Corporation (MGI) hereby protests Pacific Bell's Advice 
letter No. 15190. This Advice letter was filed on November 21, 1986 with a proposed 
effective dale of January 1, 1987. 

Pacific's Advice leHer propOses to imp'ement Ordering Paragraph 6 of Decision No. 
85-06-115, dated June 12, 1985. This filing would directly assign the closed end of a 
WATS access line to the WATS access service and revise the CClC rate accordingly. 
As MCI describes below, Pacific's proposed tariff language does not proparly 
implement the Commission's decision. Moreover, MCI requests that Advice letter 
15190 be suspended until WATS equal access, as manifest by an unrestricted WAT 
access line (WAL) is available. At that time Advice Letter 15190. with the necessary 
corrections discussed below. should be allowed fo take effect. 

ADVICE lETIER 15190 IS UNCLEAR AND DOES NOT APPEAR TO IMPLEMENT 
THE OIRECT ASSIGNMENT OF WATS CORRECTLY 

Pacific Bell proposes several changes to its rates in Advice Letter 15190. In summary. 
it proposes to reduce the premium carrier common line charge to $.0433 per minute 
from $.0459 ( non-premium is reduced to $.0338 from $.0359). The proposed line 
termination rate is reduced to $.0041 from $.0046. In addition the tntratATA billing 
surcharge is inc(oased to 4.1:r>1o In order to teCOver the revenues previously 
recovered by the CCLC. What appears to missing is language exempting the closed .. 
end of the WATS line from the CCLC and a special access rate t6 recover soma Of the 
revenues that previously were recovered by the CCLC. Some background on the 
mechanics of direct assignment will show why these provisions are necessary. 

. . 
The closed end of a WATS lios is that portion of the plant associatoo with that service 
that is dedicated to WATS traffic. For OutWATS service this is the Originating end. For 
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800nnWATS h Is th~ termInating end. Direct assJgnment treats tho closed end of a 
WATS tine as a spadal, dedicated fina for rate pUrpOses. even though It ls functional';' 
a switched service. It dOes thIs by exemptin~ tho closed end from the usage sensitive 
CClC and creating a n&w non-usage sensitive Monthly rate In tho special access 
tariff. Becaus9 WATS aOOGss lines carry highor than average volumes of IratftO the 
special access charge will, In most cases. rO<:Over less revenu& than had prevfously 
been rooovared by the CClC. In addition, the removal of the closed end tine costs 
and the associated minutGS of US€) from tho CClC tate ca'culation will roduoo this rate 
aJso. Thesa two rat~ changes, the eX&mption of tho closed end and the reduction In 
the CClO. will produce a revenue shOrtfall which must bo recovered from other 
servfces if an lEC's revenue requirement remains unchanged. The CPUC has elected 
to recover these revenues through a surcharge on IntralATA rates. 

MCI's doss not find. in its review of Advice letter 15190 the rates and terms and 
conditions that are necessary to implement tha direct assignment of WATS lines. 
SectiOn 3 of Schedule Cal. P.U.C No.175-T contains no language which would exempt 
the closed ond of a WATS line from the CClC. There currently is language In Section 
3.4.(C) of Schedule Cat P.U.C. No. 17fr T. sheet 91 that describes which services will 
00 subject to the CClC. This reads: 

-All switched Access services oxcept for an IRl, provided under this tariff ordered by 
the customer, will be subject to Carrier Common Une Access Charges.-

Since a WATS access line is a switched service subject to switched access charges. 
however. the above language does not app&ar to provide any special rate treatment 
different {(om switched access rates. Rather. it appears to reinforce th9 curront situation 
that a WATS access line is liable for the CClC on both the open and closed ends. 
There is no other language In the tariff that provides the necessary exemption. 

Without this exemption language Pacific can continuo to recover the CCle from both 
the open and closed ends of a WATS access line and. as resuft. grossry overrecover 
its revenue objective at the expense of all its ratepayers. 

Further. Mel does not find the new spacial aocess charge for WATS access lines In 
section 7 of Schedule Cal P.U.C. No. 175-T. Pacific has added both 2-wire ar'ld 4-wire 
WATS access fines to Ssction 7.5.4 of 175-T. Th9 tariff notation here Indicates. 
hOwever. that these are changes to the existing tariff. not new charges. Therefore it is 
unclear whether lh&seral&s are in addition to the eXisting monthly rates charged by 
PacifiC Bell'S Schedule Cat P.U.C. No. A7. or a new option that allows the 
Interexchange carrier to ordor an access line directly for its customers. If this 's an 
additiona1 charge In the existing tarifUhen Advice leHer 15190 courd bG Interpreted as 
an increase In the cost of a WAlS access tine frOm $25 to $50 per month (eXcruding 
the corrent special access surcharge applied to WATS access lines) with no 
commensurate reduction in the CCle applied 10 the closed end. Once again. this will 
resurt in an ovarreCOvory 01 revenues by Pacific Ball. If the opposite Interpretation. that 
thIs Is an aHernativ8 rather than additional charge, Is assumed then PacifiC has failed 
to comply with the Commission's order to implement the direct assJgnment of WAlS. 

In addition to th9 issues discussed abOve. Mel believes that Pacific has understated 
the minutes of use used to caJculate the CCLC and has. therefore, overstated the pet 
minute CClC costs. Pacific states In its Advioo letter that -•.. the 1986 adopted minutes 
of us& W9rG used to develOp the CClC and line termination rates.- Because switched 
minutes 6f use have grown steadily each year. Pacifio's use of 1986 volumes will 
overrecover the 1987 NTS revenue (&qt.~mm9nt. Also, PacWo's treatment of resellers' 
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traffic Is unclear In Its fiUng. If, as it appears, Pacific does noll~e tho resoUers' 
m1nvtos of use In tho CClO ca~rali()n thIs will fncroase the overestimation caused by 
the use of 1986 mInutes of use and will Increase tho potential ovorreoovery further. 

IT IS PREMATURE TO IMPLEMENT THE DIRECT ASSIGNMENT OF WATS ACCESS 
liNES PRIOR TO THE AVAILABIUlY OF EaUAL ACCESS WATS 

In D&oiston No. 85-06-115, the Commission recognizoo that adopting the direct 
ass1gnment of WATS for intrastate ratomaking purposes woutd disadvantage OCCs. 
whIch, because of the typl) of access and services available only to AT&T, were not 
able to offer a WATS prOduct comp&titive and comparab1e tn price to that of AT&T. 
Finding of Fact 20 In D. 85-06-115 states: 

- Deferral of direct assignment of closed end WATS lines and app1ication of 
switched access charges to WATS until substantia' achievement 01 aqua' access 
fairly and adequately addresses the OCCs concems.-

The COmmission ordered the '<>ca1 exchange companies to delay the implementation 
of the direct assignment until January 1, 1987. a dale, in the COmmission's view, when 
equal a~ss for WATS would be widely avaifable. While it is true that Pacific Bell had 
converted almost seventy pe(d)nt 01 its tines to equal access by this past September 
and General Telephone has converted 3()-40% percont, due to Pacific's delay of 
appropriate WATS access lines OCCs are still unable to offer a WATS product whlch is 
comparable in price and competitive with AT&rs WATS service. Thus, the conditions 
which led to the Commission to delay the direct assignment until January 1, 1987 
persist. 

MCl's request to delay the implementation of direct assignment until a competitive 
WATS access line is avaifable to all carriers is reasonable. In May of this year the 
Common Carrier Bu(eau of the Federal Communications Commission,ln 
Memorandum Opinion and Orders dated May 20 and 30. ordered aU loca1 exchange 
companies to provide interexchange carriers with an unrestricted WATS access line 
by June 1, 1986. the same day on which direct assignment was due to take effect In 
the interstate jursidictiol'l. Many local exchange carliers in other jurisdictions have fifed 
the tariffs necessary to comply with the COmmon Carrier Bureau's order and are 
currently providing aces with unrestricted WATS access. PaCific roquested and 
received a waiver from the FCC to delay its implementation of an unrestricted WAl 
until September 1. 1986. Nearly four months later. Pacific has yet to provide such an 
unrestricted WAl. 

MCI belIeves that failure to provide unrestricted WAls to an lEes justifies a deferral of 
the Implementation of direct assignment. and has filed contemporaneously with this 
protest a Petition for Modification of DecisiOn No. &5·06-115. The arguments cited in 
Mel's Petition fot Modification support a rejection of Pacific·s AdviCGleHer 15190. and 
are incorporated by refenence here. 

MCI REQUESTS THE CPUC TO SUSPEND THE EFFECTIVE DATE OF ADVICE 
LETTER 15t90 UNTil A UNIVERSAL WATS ACCESS LINE IS TARIFfED AND 

AVAILABLE. 

The Commission has several options availab1e that would allow the direct asslllnment 
to be implemented post haste tn a fair and JudiciOus fashton. It could, for example. 
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advise Pa~rtO and other earners that it favors the Immediate provfston Ofunrestritted 
WATS access lines. This action would ob\iato the need for any delay (n the 
Implementation Of direct asstgnment. The COmmlsstOn oould a1$() suspend the 
proposed tariff. and make its effectiveness contingent on the effectiveness 61 Pacifio's 
ImmInent tariff fOr WAu;. "could atso suspend the tariH until MOl's p$\ition fOr 
Modification Is ruled upon. If tn an)' 01 theses action. the CommissIon orders Pacifio to 
provide the delayed service. the), will have greatly reduced the need for any detay Of 
the dirt)Ct assignment tariff of Pacific. 

In addition. the rates and charges.lan{Juage propOsed In Advice letter 15190. and 
cit&d above. should be cfarified. The corrent languag& 'fa Pacifio Belfs Tariff F.C.C. 
128. Section 3.2.0 shOuld be used as a model for the Intrastate tariH. The purpose and 
applicability of the speciaJ access rate e<>ntained In Schedule Cal. P.U.C. No. 175·T . 
Section 7.5.4 should be clarified Or changed so that WATS customers. lEes. and even 
intraLATA customers (through al'llnappropriato surcharge) are not penalized to 
Pacific's ovorrecovered benefit. 

fully. 

cc: Dean Evans. CPUC 
Marlin Ard, PacifiC Ben 
D.C. Shull, Pacific Bell 
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BEFORE THE PUBLIC UTILITIES CC»~tSSION or THE STATE or CALifORNIA 

In th~ matter of PACIFIC 8Ell ) 
Adv'(~ Lett~r NO. 1519~ ) 
------------~-----------) 

PROTEST OF AT&T COMMUNICATIONS OF CAliFORNIA. INC. <U 500l C) 
TO ADVICE LETTER NO. 15190 

Oecember 9. 1986 Richard A. Bromley 
Randolph H. Oeutsch 

Attotneys fot AT&T Communications 
of Caltforn\a. Int. 

195 Fo1so.~ Street 
Room 61(' 
San Francisco. California 94102 
415-442-2451 
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BEfORE THE PUBLIC UTILITIES COMMISSION or TH[ STATE or CALIfORNIA 

In th~ matttf of PACIfIC BEll ) 
Advlc~ Letter NO. 15190 ) 

------------------------) 

PROTEST or AT&T C~~v.uNlCA110NS Of CALIfORNIA. INC. (U 5002 C) 
TO ADVICE LEITER NO. 15190 

Pursuant to General Order 96A III H, Al&T C~~unlcatlons of 

California. Inc. (ATtT) herein submits Its protest to Pacific Bell 

(Pacific) Advice letter No. 15190. Advice letter No. 15190 .... as fi led 

with the Corrmtsslon on November 21. 1986 to becQ!lle effective on January 

" 1981. 

Pacific Bell's Advice Letter No. 15190 purports to reduce its 

intrastate interlATA caTfter C()!MlOn ltne and line termination revenue 

objectives tn accordance with Oeclslon No. 83-12-024 (Access Phase I 

decision) and Oecislon No. 85-06-115 (Access Phase Ii decision>. In 

fact: the Advice Letter fails to conform to these access decisions, 

overstates Pacific's Carrier Coml'lOn Une Charge (CClC) and would result 

in an overpayment by toll service users to Pacific of $50 to $100 

million. The Advice Letter violates several exp\\c\t policy directives 

of the Coollisslon respecUng the u.lculatton of aonual NTS costs to be 

allocated to Paclflcis Intrastate access service: 

• The proposed 1981 intr-astat~ Carrier Connon line and line 

Termination revenue objecttve Is not based on an estimate of 

separat~d 1987 HTS costs but on an arbItrary calculation 
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dert~ed by multtptylng the current 1986 Carrter C~~n l'ne 

Charge by Pac'f'c's ·adopt~d~ 1986 forecast of sw'tch~d 

access mInutes of use. This constitutes at least a $26 

mIllion etrot. In additIon. although Inside ..,'re <lH) vlll 

be detar'ffed on Jan~3ry I, 1981. Pa~'f'c failed to remo~e IN 

~aintenance expenses from 'ts HTS costs Teco~ered through tts 

CCle. This IN ma'ntenan~e expense amounts to about $15 

million. The result of these two errors creates ao inflated 

starting point from ~h\ch the 1981 reductions for tH. 

customer premise equipment (CPO and KMS :jirect asst9orr.ent 

are subtracted. 

• PacHIc then divided Us remaining NTS revenue objective by 

Hs 198§ estimated intrastate switched access minutes of use 

UlOUs) to calculate the new CeLC for 1987. This procedure 

creates an inflated (Cle. because the 1986 estimated volumes 

will clearly understate any realistic estimate of 1981 

volumes. TM s error generates anywhere from S25 m\ 11 ion to 

$38 million \n o~errecolered revenues. 

These errors undermine the fundamental purpose of the Corr~'ssion's 

ordered access char~e reduction plan and ~ould result 'n unreasonable and 

above-normal earnings for Patine on Hs access services. PaetHe ,,'11 
earn at least 11.081 on tts access services for the test year 1986, and 

If the Advice Letter \s approved • ..,\11 earn an e1en hl9her rate of return 

in 1981. 

- 2 -
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I. Pacific's Methodology IS Inconsistent Hlth The Co.:n-nhslon's 
Intended Plan To Achieve Cost 8ased Access Rates • 

In th~ (tnt access dectslon. OeclsIon No. 83-12-024. the 

Commission clearly enunciated the proper ~~thOdol09Y to be u~ed 'n 

developing the nOn-traffic senslttv~ (HIS) r~venue objective. Conclusion 

of lav IS on m\rr.eo page 156 states. In part: 

U8ase revenue requirement for access services should be 
calculated according to Separations Hanual procedures 
Including. at the present time, an allocation of NTS 
subscriber plant cost based on frozen SPF ... " 

This conclusion of law clearly recogn'ze~ that the Carrier Corrmon 

line Charge Is to be calculated yearly based on the Company's NTS costs 

allocated between toll and local services according to Separations Manual 

procedures. In fact. Pacific's w,tness Or. Bruins devoted a substantial 

portion of Ms testlIT-ony 'n the Access Phase II case In support of Ms 

allocation of HIS costs bet.een InterlAIA toll and lntralATA toll using a 

wodlfied versIon of the Frozen SPF (Application 83-06-65. Ex. 809). The 

Federal C~~~un'cations COmmission <FCC) has required this same procedure 

for annual interstate access filings. 

The Issue of ~hether the CelC should be based on actual NTS costs 

arose again 1n the Actess Phase II "Urgent Issues Phase." In that 

proceeding. PacHic propOsed to reduce Its 01 rector J As sis tance access 

charges and shift an alleged revenue shortfall to a resIdually priced 

CClt. In Oec' s Ion No. 8S-01-010, the Corr.41liss ion rejected Pacifi c Be 11' s 

proposa 1. 

- 3 -
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aWe have prevIously det~rm'ne~ that one of those prIncIples, 
governIng the calculation ()f access servIces, revenue 
requirement. 's that the CClC$ should be calculated n~t 
residually. but rathet to cover the full allocat'on of HIS 
costs based on Separations Manual Pfocedutes U <emphHts 
added) (0. 85-01-010. m'~~o, p.63). 

In Oech 'Oil No. 85-06-11 5 the CO!M\hs Ion approved Us, SPf to SLU 

tran$'t'on program, and reaffirmed thIs methodology: 

"In 0.85-01-010 ~e (oncluded that 'the CClCs should be 
calculated to cover th~ full allocation (to access services) 
of HIS costs (except HTS Cat 6 costs> based 6n Separations 
Manual procedures.' (Id •• mlrneo. at 11.> Adoption of a SPF 
to StU transitIon represents a departure from the Separations 
Manua I, but should not sever the tie ~e have establt shed 
betw~en the explicit level of celes." (0.85-06-115, mlmeo at 
64. ) 

Pacific, however, has substantially deviated fr~n the Comnlsslon's 

prescribed methodology. Io the Access Phase III proceeding. Pact ftc's 

access witness. Hr. Oliver. admi tteo that PacHic developed a base NTS 

revenue objective to ~h\ch the 1986 SPF to SlU phase-down ",as appl jed 

that had no relation to Separations Hanual assigned NTS costs. Rather, 

Pacific simply multiplied the 1985 Carrier C01M1On line Charge by the 

estimated 1986 switched access minutes. <App1\catton N6.83-06-65. Tr. 

14. pp. 1188-1189.> This simple multiplication method had no relation to 

the Co-;npany's 1986 HTS costs or the Separations "fanual. It vas an 

arbitrary calculation ~h'(h vas and is Inconsistent with the Comntsslon's 

clear policy objective of: 

ugradual1y and moderately diminishing the access services 
revenue requi rement as a means of addressing the long-term 
bypass problem." <0. 83-12-024. mlmeo at 103-104>. 

- 4 -
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PatlnC'$ access 'Witness, Hr. 0lher. admitted that. had Patine 

derived the base NTS revenue object've" for 1986 «(rOm ~h'th the first spr 

to SlU phlse-down 'Was deducted) using the SeparatIons Manual procedures. 

the base HTS revenue objective 'Would have been about $601 million. 

(Application No. 83-06-65. T .... 21. pp. 214~-21S0.) However, Pacific's 

Urate times volume". methodOlogy generated a base HTS revenue objective of 

$621.2 m\ll\on for 1986.* Pac\flc then reduced this $621.2 million HTS 

revenue objective to $531.8 milliOn as a result of the rirst year spr to 

SlU phase-down (plus the cpr and IH reductions). If the appropriate base 

HTS revenue objective of $601 million had be~n used as a starting pOint. 

Paclfic's first year phase-down would have resulted In an NTS revenue 

objective of $511.8 million. 

In Advice letter 15190. Paciftc stated th~t "The Intrastate 

Cartier Co,'M!On Une and Une Termination revenue objective reduttions 

'Were developed on an industry basis using the 1986 "adopted" results." 

(Advice letter, m'~eo. p. 2>. Pacific's reliance on rate case "adopted h 

results as a required basis for Hs calculations Is io fact only a 
. 

coo' .. enlent raUona Ie to sus ta in arttf\tia 11)' high Card er C()(MI()n line 

Charges. It is clear from this admtss Ion and the 'IIorkpapers associated 

with Advice letter No. 15190 (wort-paper 3-D that pacific again simply 

* To put tMs figure in perspective. the COf!inisslon 'n OeCision No. 
85-06-115. Issued in June 1985. adopted a cost based HTS revenue 
objective of $558 m'lljo~ after the removal of the in(re~ntal 21 rate 

'of return <mimeo at p. 82). 

- 5 -
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multlp11ed the 1986 CelC by the estimated 1986 ac(ess HOUs t6 derive: an 

Intrastate InterlATA NTS revenue Objective of $540 mOlton. Pacific's 

methodology does not (omply wIth the Commission's Oeclslon H~. 85-06-115 

ordering the use of Separations Manual procedures to allocate the 1981 

HTS costs of th~ Company. It IS Inapproprtate for PaCific to employ 

traditional rate case procedures \n the \mple~entat'on of the SPF to StU 

transition plan. l~e Com~tss'onls Intent's to shift actual company NTS 

costs on a yearly basts, not to adopt annual revenue objectives based on 

the last approved rate case volumes. 

Paclfic's continued use of this Incorrect rrHhodology for \987 

c~pounds the error begun ~ith the first year of the SPf to StU 

transition plan. and should not he perpetuated. Unless the HIS revenue 

objective is cost based and a l10cated yearly on a Separations Manual 

bas 1 s, neither the CClC nor the SPf to SlU trans it ion ~tll retain any 

relation to the company's HIS costs. 

Nothing could Illustrate the Inappropriateness of Pacific's 

methodology better than the level of earn\ngs Pacific Is apparently 

accumulating on access servic~s. On November 12. 1986, (PUC Staff 

Project Manager Harks mailed to all appearances in Application 85-01~034 

(the Pacific rate case) an adopted summary of separated earnings for t~st 

year 1986 reflect'og a range of rates of rHurn on intrastate access 

servic~s frOm 11.081 to 13.32\. Such htgh rates of return sU9ges t that 

~~clfic's access could b~ reduced substantially and stl)l earn Pa[~fic's 

12.20t authorized fate of retUlon. 

- 6 -
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The Com,nlss'on has spetU'cally set Pac'fic'~ access (~te90ry 

rate of return at the Company's overall rate of t~turn. In Oeetston No. 

83-12-024. ~hen atc~ss charges ~~re first approved. the Commission 

authorized patin c to recovH a 2't. rate of return 'r't(r~ment above the 

over~ll a.uthotlzed level \n calculating the access (hat9~ revenue 

requirement. (0. 83-12-024. IIlmeo at l05>. That 21 rate of return 

Increment vas specifically removed In Decision 85-06-1)5. (mtmeo p. 42). 

Thus. the Coovnlss ton Intended that access services earn the Company's 

author1zed rate of return. Oecision No. 85-06-115 also set PacHlC's 

switched access rates on a fully a nocated cost bas Is. <0. 85-06-11 5. 

mimeo. p. 80). Therefore, it is clear that Pacif'c's calculation of its 

HTS re't'enue objective -- not traffic sensitive revenue -- 'S a primary 

driver of the 11~ - 23t rate of return on access services, 

II. Pacific Bell Erred 'n Not Computing the Carrier CQIMlOn line 
Charge Using 1987 Estimated Access Volumes. 

On m'meo page 2 of Advice letter 15190, PaCific Bell stated: 

"Since the 1936 adopted results 'tIere our startlog point. 
the 1986 adopted Minutes of Use (~~) 'tIere used to de~elop 
the CClC and line Termination tate. II 

In fact. there \s no justification at all for usiog 1986 MOUs to 

establtsh a '981 CClC 10 the Access Phase III celse. A. 83-06-65, 

PdClf\c vltness Oliver agreed that switched access minutes 9(01( 

~pprox'mately 71 to 10\ a year. (Appl ication No. 83-06-65. Tr. pp_ 1889. 

i891L In essence. by using 1986 HOUs PacHic h requt:!st\og that the 

- 1 -
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Co.Ti1Il$slon approve a n. to 101. over-recovery of Us 1981 NTS revenue 

objective assigned to InterlATA aCcess services. 

NO Corrin' ss Ion dec Is Ion requires tM use of "a.dopted" JolOUs for 

use tn the SPf to SlU transition phase-dovn. Indeed. such a procedure Is 

~holly Illog'cal. The 1986 M(XJs have already been used for the Harch, 

1986 SPF to SlU phase-down. The Com.lI\sslon, In establHhlng Its SPf to 

SLU transition plan, called for "annual adjustments In the trans Itlona 1 

HTS cost allocator, to be coordinated with annual advice filings of 

recalculated CClCs and revised IntralATA surcharge based on the newly 

adjusted HTS cost allocator." <0. 85-06-115, p. 64. emphasis added>. 

Regardless of the methodology used to develop the HTS revenue objective 

subsequent to the SPF to SLUt IH and cpr phase-down. It Is inequitable to 

force toll ratepayers to overpay the resultant carrier common line charge 

to Pacific because of an understated HOU estimate. By ratchetlng up the 

recovery of NTS costs each year through the use of outdated MOO 

estimates, PacifiC is not 'm~lement'n9 the Commission's intended plan to 

gradually diminish the access service revenue requirement. 

III. Pacific Sell Has Not Re:noved Inside Hire Maintenance Expenses 
from Their NTS Costs 

The FCC has ordered the detarlffing of Inside wire as of 

January 1 1981.* Pacific has a maintenance plan ap~roved by the 

* Setond Report and Order. CC Docket No. 19"-19S. adopted ja,nuary 30. 
1986 and released February 24, 1986. paras. SS and 56, reaffirmed by 
Memorandum Op'nlon and Order. CC Docket No. 79-105. adopted November 
13. 1986, released November 21. 1986. 
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Com~\ss'on that Is being offered to tts residential and business 

~ customers to recover potential maintenance expenses. (Decision No. 

86-01-049.> This plan could pOtentially bring Paclfl( upvatds of $SO to 

$70 million per year In below-the-l\ne revenue. Yet paOtle has not 

reduced the Inside wire maintenance expenses frOm Us 1987 HTS revenue 

objective for access services. This wt 11 lead to a double recovery of 

the IH maintenance costs. unless adjusted by the Commission. 

~ 

~ 

There Is no acceptable basis for permitting a double recovery of 

tM s \tern. By Its very nature. an Item that -Is removed from the rate 
. 

base cannot continue to generate a revenue requirement to be recOvered 

from ratepayers. Padflc Bell should not be permitted to recover these 

costs through Its approved maintenance plan while also recoverin9 these 

same cos ts through tad ffed services. Based on an ana lys' s of PdcHI c's 

October. 1986 Interstate access (\1\ng. its Inside wire fI1alntenance 

ellpense should constitute approximate ly $15 mll lion In intras tate HTS 

costs that must be removed from the 1987 Carrier C()m'nOn line Charge 

calculation. 

IV. The Com~'ssion Should Ha~e the 1981 Pdc'fic Bell Carrier Com~n 
line Charge Subject to~und dnd Order a Hearing On the Proper 
SPf to SlU Phase-down Methodol09Y. 

Although Pacific's Advice letter No. 15190 Is clearly In error, 

a delay In reducing intrastate access charges Is not In the pubHc 

lQterest. Therefore. it \s not appropriate to simply reject PacHic's 

Advice letter. Rather. AT&T respectfully requests that the Corrmisslon 

- 9 -
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allow the HTS cost reduction of $85.3 mill ton represented by Pae' nc' $ 

present' filing to 90 Into effect as a m'nlmum arount. HOwever. H is 

further requested that Pac\fi(' ~ pr6posed $ .0433 tatrlet (Om'non I1ne . 
charge go tnto effect subject to refund and that a hearIng be_ ordered to 

determine the corrected CClC bas~d on the proper amount of 1987 HTS cost 

allocatton to access s~r~lce. In addlt\on the Comm'ss\on should reaffirm 

that the CClC must be based on a Separattons Manual a llocaUon of the 

company's HTS costs on Its b¢o~s of account. 

This problem was foreseen 3S early as August 1986 when AT&T. In 

Us Access Phase III bdef \n A. 83-06-065. warned that Pacific was not 

correctly implementing the SPf to SLU transition plan ordered In oectsioo 

No. 85-06-1' 5. It rema 'ns necessary for the C()(M!t ss Ion to act 00 tM s 

matter. 

Oated this 9th day of Oecember, 1986. 

Respectfully submitted 

Attorneys for AT&T COmmunications 
of Callfornta. Inc. 

195 Folsom Stl-(!et 
Room 610 _ 
San Francisco. CalIfornia 94102 
415-442-2451 .;.': .. '~".!-

- ~, .. ~ 
.-.t ., 
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BEfORE THE PUBLIC UTILItIES COMISSION or THE StATE or CALIfORNIA 

In the matter of Gen~ral Telephone ) 
Company of California Advice ) 
Letter No. 5052 ) 
---------------------------------) 

PROTESt or AT~T (OP~NICATIONS OF CALIFORNIA. INC. (U 5002 C) 
TO AOVICE LETT£R NO. 5052 

Pursuant to Genetal Order 96A III H. Aft,T Comnuntcatlons of 

California. Inc. (AT&T) herein submits Its protest to General Telep~one 

Company of Ca lifornla (Genera» Advl ce letter No. 5052. AdvIce Letter 

No. 5052 was filed on November 21. 1986 to becorr.e effective on January 1. 

1987. 

Advice Letter No. 5052 purpOrts to reduce the intrastate 

interlATA Carrier C()!J'mQn line Charge (CClC) in accordance with Oed s Ion 

No. 83-12-024 (ACCess Phase I decision) and Oecision No. 85-06-115 

(Access Phase II decision). HowevH, the Advice letter falls to) conform 

to these access decisions. The CeLC set forth in Ad~ice iette~ N(. 5052 

is overstated for several reasons. 

• The proposed 1987 Intrastate CCl revenue objective \ s not 

based on an es tlmate of separated 1981 NTS costs but on an 

arbitrary attrition revenue growth estimate from the adopted 

1984 Carrier COffiinon line revenue objective. In ·addition, 

a lthough Inside vi re OH) vi 11 be detari ffed on January 1, 

1997. General fal led to remve IH maintenance expenses frop 
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Us Carrter COIb'TlOn ltne revenue objective. The result of 

these two errors (reates an Inflated start'n~ pOInt from 

which the 1981 reducttons for IH, cust<>mer premise ~Qupment 

(CP[) and HATS dlrett assignment are subtratted. 

• General then dlvtded the remaining HTS revenue objective by 

1986 estimated Intrastate switched access minutes of use 

UlOUs) to C3 I cu I ate the ne.... CClC for 1981. TM s crea tes an 

Inflated CClC. The 1986 estimated volumes .... il1 clearly 

und~~state any realistic estImate of 1981 volumes. 

I. 
General Telephone's Methodology Is Inconsistent With the 

Com~Ission's Intended Plan to Achieve Cost-Based Access Rates. 

In the first access decision. Oecision No. 83-12-024, the 

CommissIon clearly enunciated the proper methodology to be used In 

developing the non-traffic sensitive (HTS) revenue objective. Conclusion 

of La .... 15 on mlmeo page 156 states. in part: 

"Base revenue requirement for access services shc\.Ild 
be calculated according to Separations Hanual 
procedures including, at the present time. an 
allocation of HTS subscriber plant cost based on 
frozen SPf ... ,. 

This conclusion of law Is a recognition that the CCLC \s to be 

calculated yearly based on the company's NTS costs allocated usIng 

Separations Hanua 1 procedures. Th\ s Is the same procedure reQu\ red by 

the Federal Coovnun\cations Comm\ ss Ion <FCC) for annua 1 'nferstat~ access 
.. -_ 4 
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This C()nIlIhsion has adopted tM Separations Manual for 

~ assigning Intrastate costs bet~een to" and tocal services. 

~ 

~ 

[0 Oetlston No. 83-1~-024. the CommIssiOn. permitted C~nera' to 

implement Its own access tarIff bconslstent with th~ access tate destgn 

and revenue requirement principles ~s tab' 'shed In tM s dec Is lOon. to be 

effective January 1. 1984" (footnote <>mUted) <0. 8-12-024. mlmeo. p. 

131>. 

In the A.ccess Phase II. Urgent Issues Phase. General defended 

Us first NTS revenue objective as being set In accordance with the 

Separations Manual procedures. (See Decision No. 85-01-010. at mirneo. p. 

12.) The Commission reviewed General's methodology in detail and 

concluded that: 

"In 0.83-12-024 we described staff's method of 
allocating NT$ costs as 'applying the current 
Separations Manual Including the present SPf factor 
..• rather than the 25t gross allocator ~hich Is 
expected to be adopted soon.' 

... We adopted the staff method including. at the 
present time. an allocation of tHS subscriber plant 
costs based on the frozen SPF factor; .... 

He find that General has calculated Us ((l\: "'evenue 
requirement based upon an allocation of HTS costs. 
fully consistent ~'th the pr'nclples of 0.83~12-024.~ 
(0.85-01-010. mlmeo, p. 15). 

That.approved Celt revenue reQu'r~ment tor 1984 was S113.S million. 

General has failed, however. to follow the dictates of Oecision 

No. 83-1'l-024 in determining Us subsequent years' CCL( relenre 

- 3 -
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. · . objectives thereby compounding an error refJcchtt tn the proposed 1981 

• CClC revenue objective. Thh un be seen on the fhH p&ge of the 

• 

• 

vorksMet supporting Adv'c~ letter No. 5052 entHhd "Gen~ral Telephon~ 

Company of CalifornIa Cal(u1at\on of the 1986 Cel Revenue ReQulreme-nt U
, 

The 1985 attrlt'on year total CelC revenue objective -"as S122.55 m\lllon 

(Une 9. col, 2) reflecting mult'pl 'catton of the 1984 adopted CelC 

revenue requIrement by G~neral's proposed attr'tlon revenue growth 

estimate- of 7.631.. Reductions liere made for IN (Une S. col. 2 vs. col 

1) and for CPE (Une 6, col. 2 vs. col. 1>. However, in order to l'eallze 

the des'red $122. S5 roll 1\ on ((lC revenue objective. Genera 1 atbH r 3fHy 

adjusted the category "CCl-other" on )tne 2 from $10.344 mIllion 1n 1984 

to $86.8343 mn lion In 1985--a 23')'. rate of growth. It \s obvious that no 

attempt lias mlde to assIgn through Separations Manual procedures the 

actual C~~pany HTS costs. 

The same flawed methodology vas employed io calculating the 1986 

CClC revenue objective with the exceptiOn that an attrition 9 f owth fate 

of 6.64'1 vas employed. Th\s can be seen from column 5 (afte .. the 2'1. 

incremental rate of return vas removed in column 4). The effect in 1986 

vas to adjust "eel-other" on line 2 from $80.901 mill Ion it} '')85 to 

$96.382 in 1986--3 19'1. growth rate. 

TM s methodology of establ Bh\ng the total (el tevenue 

requirement by an attrition growth factor and then mating arbitrary 

adjustments tn the "eel other" Ootal loops) category. which completely 

offset IN and CPE reductions, is tnconsistent vHh any type of cost 

related development of the annual (elC. The roethodolQ9} has also al'o~ed 
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• 4 Ceneral to double recov~r its attd_tlon r~lated revenue requirement fl'<>r.l 

• access servl(~s. in these same y~ars, Genera' appl ted and rec¢vered an 

~ttdtton sur(hatg~ from access services (4.831 In 1985 and 8.48'1. tn 

• 

• 

1986). 

In Advice letter 5052. Geri~ral has again faUed to calculate a 

cost-based CClC for 1987. thereby violating bOth the letter and splrtt of 

Oeds'ons No. 83-12-024 and No. 85-06-115. Rather. General merely took. 

the 1986 CClC revenue objecttve descdbed above and removed the HATS 

minutes and then reduced the amOunt by the 1981 IN and cpr phase-down 

(Column 6>. Further. G~neral has not Indicated any Intention to remo ... e 

the 8.48l attrition surcharge ~hich constitutes a continued double 

recovery of attrition growth. 

Alt.T requests that General be required to develop the \981 CCLC 

revenue objective based on separated HTS costs fr~~ tts books of account. 

II. 
General Erred In Not Computing the Carrier Common 
line Charge Us'ng \981 Estimated Access Vclumei. 

General a.cknowledged \n Its workpapers supporting Advice letter 

No. 5052 that it determined the 1987 CCLC of $.05811 using 1986 estimated 

access volumes. There 1s no explanat10n as to why estimated 1981 volumes 

wer~ not used. 10 its concurrent access reduction f\ltng (Advice letter 

No. 15190) Pacific Be l.1 arqlJed that It used available "1986 adopHd 

results" and "1986 adopted volumes" because of tts 1986 rat~ dechton. 

General cannot eVe(l cla.hn thl s dubious logIc. The (onmhslon did not 
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· . appro~e of any ~adopted 1986 volumes· fot General.' There Is no 

~ justIfication for not developIng the 1981 CelC ustng estimated 1981 

volumes. 

• 

• 

Pacttlc Be-ll's vHness In the Access Phase 111 proceedIng. Nr. 

OlIver. testified that the growth rate \n access minutes Is 71 to lOt pet 

year. (Appl\catlon 83-06-65. Tr. pp. 1889-1891>. There Is no reason to 

believe that General's growth rate Is any different. In fact. General 

used these same growth est'mates \n Its tnterstate access (Iling. 

Therefore I use of 1986 est hn~ted access minutes ..,111 cause Ger.era 1 to 

overretover Its 1987 CClC revenue requirement by 1t to Jot or about $1 to 

$10 million. Regardless of the methodol69Y used to develop the 1981 

revenue objective, It Is Inequitable to force toll ratepayers to overpay 

the CelC because of an outdated minutes of use estimate. Sy ratchetlng 

up the recovery of HTS costs each year throu9h the use of outdated 

minutes of use estimates. General I s not Implementing the COOllli ss \011' s 

intended plan to gradually diminish the access service revenue 

requ\ reme})t . 

The COfMlhsion, in establishing its SPf to SlU tf3r'lsition 

phase-down, called for "annual adjustrr.ents In the transitional HTS cost 

allocdtor, to be coordinated ..,lth annual advice f\ 1I/'\9S of recalculated 

celts and revised thtralATA sUl"charge based on the ne)cly adjusted NTS 

cost allocator." (0.85-06-115, p. 64). «(rophasls addei.) 

The 1986 General attt\tton deciston. Oecislon 85-12-08\ did n~t 
Investigate or spec'flcally adopt, 1986 test year volume). Rathe~, a 
Hnear regression vas used to trend up Genera" s projected rel'enues 
per access line. 
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III. 
General failed to Remove Inside Hlte 

Maintenance (.penses from Its HTS costs. 

The fCC has ordeted the detarlffln9 of Inside wire as. of January 

1. 1987. 1 However. General has failed to remove the Inside vlre 

maintenance expenses ftOm Its 1981 HTS cost allocation to access 

services. General now has the abUlty to sell tM service on the open 

market In a manner similar to Pacific Bell's maintenance plan with 

ubelow-the-line K revenues. (Oeclslon No. 86-01-049). General cannot at 

the same time see~ to Include maintenance expense for a detarrlfed Item 

In Its tariffed rates. The Inside wire maintenance expense constHutes 

approximately $5.39 million In HTS costs that must be removed from the 

1981 CClC. 

IV. 
Ihe Commission Should Ma~e the 1981 General Telephone 

Carrier Common line Charge Subject to Refund and Order a 
Hearing on the Proper SPF to SlU Phase-Oown Methodology. 

Although General's Advice letter No. 5052 is clearly In error. a 

delay tn redUCing Intrastate access charges is not tn the public 

Interest. Therefore. It \s not appropriate to simply reject Genefal') 

Advice letter. Rather, AT&T respectfully requests that the C()(:I, ..... ission 

a 110 .... the HTS cost reduction of $1.4 mi 11 ion represented by Genera I' s 

present fi ling to go Into effect as a minimum amount. Howe .. er. It Is 

further requested that General's proposed $.05811 Carrier CQ!MX)n Une 

.- Charge go tnto effect subject to refund. 

1 Second Report and Order. fCC Docket No. 19-105. adopted January 3,). 
1986 and released febtuary 24. 1986. 
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AT&T has concurrently (Iled a protest to Pacific Bell's Advice 

letter No. 15190 and asked fot a hearing to dHernine the proper amount 

of 1981 NTS tost allocatIon to access servIce 30d torrect methodology for 

calculatIng future acce~s reductions. AT~T requests that General's 
-

Advice letter NO. 5052 be jOined In the Pacific Sell hearing-

Oated at San FrancIscO thIs 9th day of Oecember. 1986. 

Rfspectfully submItted. 

Attorneys for 
AT&T Corr~un\(at'ons of CalIfornia. Inc. 
195 Fols~~ Street. Ro6m 690 
San FrancIsco, CalifornIa 94107 
(415) 442-2451 
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SEFORE THE PUBLlC UTILITIES COMMISSION 

OF THE STATE OF CALIFORNIA 

-000-

In the matter of General Telephone , 
Company of California Advice Letter , 
No. 50S~ , 

-----------------------------------, 
RESPONSE OF GENERAL TELEPHONE COMPANY OF 
CALIFORNIA (U 1002 C) TO PROTEST OF AT&T 

COMMUNICATIONS, INC. TO ADVICE LETTER NO. 5052 

Pursuant to General Order No. 96-A, General Telephone 

Company of California (U 1002 C) (-General") hereby submits its 

response to the AT&T Communications, Inc. (-AT&T") Protest to 

Advice Letter No. 505~ (-Advice Letter R
) filed December 9, 1986. 

General denies the allegation of AT&T that the Advice 

Letter fails to conform to the Access Phase I and Phase II 

Decision Nos. 83-12-024 and 85-06-115. 

The Commission found that the base revenue requirement 

used to establish General's 1984 intrastate interLATA Carrier 

Common Line Charqe (RCCLeR) was calculated in a manner -fully 

consistent with the principles of D. 83-12-024ft (D. 85-01-010, 

mimeo, p. 15). In subsequent CCLC filings in compliance with 

D. 85-06-115, General has simply mOdified its CCLC base revenue 

requirement to be consistent with the findings set forth in its 

1985 and 1986 Attrition Decision Nos. 85-03-042 and 85-12-081. 

Generalis methodoloqy is consistent with the 

Commission's intended plan to achieve cost-based access rates. In 

the attrition decisions, the CPUC tested and found reasonable fot 
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~ General estimates of 1985 and 1986 revenues and costs. Tho 

methOdology used to calculate General's propOsed 1987 CCLC is the 

s~~e methodology accepted by the CPUC in setting General's 1986 

CCLC, which utilized Generalis adopted 1985 and 1986 attrition 

revenue growth rates as ordered by the Commission. 

In Decision No. 85-03-042, Appendix Df the Commission 

adopted an attrition adjustment mechanism for revenues projection 

based explicitly on growth in total gross revenues per access 

line. In Decision No. 85-12-081, the Commission adopted Generalis 

1986 attrition revenue projection which was developed on a single 

overall rate consistent with the Commission-adopted methodology. 

With these Commission decisions, the rate for revenue growth each 

year was assumed to be applicable across the board for all 

~ categories of revenue. Any attempt to segregate revenue growth 

rates between categories of access rates would be arbitrary. 

~ 

Therefore, it was necessary to assume that total access revenues, 

including the reduction for customer premise equipment and inside 

wire phase down, grew at the adopted attrition revenue growth 

rate. 

Generalis 'rates for all other services in 1986 and 1987 

are based on the adopted 1986 attrition results. The use of 

untested 1987 data in determining a new CCLC would be arbitrary 

and not appropriate for this compliance filing. 

General did not err in computing the CCLC using 1986 

estimated access volumes. 1986 call volumes were used to maintain 

consistency with the 1986 costs that were used. If 1987 volumes 

were to be used, 1987 costs would have to be developed to maintain 

- 2 -
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~ consistenoy. However, as stated above, no 1981 data has been 

tested by the Commission. 

~ 

~ 

If 1981 costs are projected to grow at a lesser tate 

than the 1981 access minutes, then the resulting 1981 CCLC would 

b~ lower. However, without tested 1987 data, there is no way to 

determine whether there will be any difference in growth rates for 

cost and access minutes. Therefore, it cannot be conoluded that 

the CCLC is overstated for application in 1981. 

General did not remove inside wire maintenance expenses 

from its subscriber line costs used to develop the CCLC in this 

Advice Letter based on Ordering Paragraph 2 of Decision 

No. 86-01-049 (011 84 - Inside Wire), which statest -Finding of 

Fact 12 (Decision 84-01-036 as modified by D. 84-10-095) is 

modified to read: 112. The basic exchange rates of the 

respondent telephone utilities should be adjusted to reflect the 

elimination of the cost of inside wiring maintenance. ,a 

Therefore, the Umpact of the elimination of inside wiring 

maintenance will be taken On basic rates only and no other rates 

of the company will change as a result of it unless otherwise 

ordered by the Commission. 

General's Advice Letter No. S052 as filed is in full 

compliance with all Commission decisions and orders And is 

consistent with General's CCLC Adopted for application In 1986. 

General's 1987 proposed CCLC should be adopted as filed. 

- 3 -
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Executed at Thousand Oaks, California, this 18th day of 

December, 1986. 

Respectfully submitted, 

KENNETH K. OXEL' 
KATHLEEN S. BLUNT 

BY~0/.Z%d-
THLEEN S'OBLUNT 

Attorneys .for General Telephone 
Company of California 

." 
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December '5, 1966 

James H. McCraney 
Deputy Director 
Evaluation and Compliance Division 
CaHforola Public Utilltfes CommIssion 
505 Van Ness Aveooe 
San FrancIsco. Ca 94102 

Re: Gener-al Telephone of California Advice letter No. 5052 

Dear t1r. McCraney: 

APPeNDIX G 

MCI Telecommunlcattons Corporatfon (Mel) hereby protests General 
Telephone of CaHfomla's (GTE-C) Advice letter No. 5052. This Advice 
letter was ftled on November 20, 1986 with a request to become 
effective on regular statutory notice. MCI believes that It Is GTE-Cs 
Intent to have Advice Letter No. 5052 take effect concurrently with the 
effective date of Ordering Paragraph 6 of DecisIon No. 85-06-115; that Is, 
January', 1987. Mel did not receive GTE -C"s Advice Letter until December 
8, 1986. The envelope tn which Mel's copy of the Advice Letter was 
enclosed was pOstmarked December 4, 1986. Because of GTE-C's ootlmely 
mailing of Advice Letter No. 5052, Mel has received permissIon from the 
Evaluation and Compliance Division staff to file this protest less than 
twenty days prior to the proposed erfectlve date of the tarUf. 

GTE -C's Advise letter proposed to Implement Ordering Paragraph 6 Of 
Decision No. 85-06-115, dated Jixle 12, 1965. This ff ling would directly 
assIgn the closed end of a WATS access Hne to the WATS access service. 
In addltton, GTE-C proposes to •... further define.: (Advice letter 5052 at 
2) Its WATS offering. As Mel describes belOw, GTE-C's advice letter falls 
to Implement the direct assignment of WATS Hnes as ordered btl the CPUC. 
In addition, Mel argues that the new terms and condittons that GTE-C 
prOpOses for tts WATS offering are unreasonable and shOUld be rejected. 
Moreover. Mel requests that Advice letter 5052 be suspended mtn WATS 
equal access, as manUested by an \llrestrlcted WATS access line (WAL) Is 
availab1e. 
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ADVICE LETTER 5052 OOES OOT IMPlEMENT THE DIRECT ASSIC~NT 
OF WATS ACCESS LINES 

Advice letter 5052 purports to Implement the direct assIgnment of WATS 
access lines as ordered by the CPUC In Decision NO. 85-06-115.10 Its 
protest Of Pacific BeU's Advice letter 15190, I()(orp~eted by rtrence end 
attached to this rUing. Mel discussed the mechanics of direct assignment 
and the tarltf provisions that are necessary to Implement It correctly. 
GTE"Cs filing. like Paclflc's, fans to Include the language necossary to 
exempt the closed end of a WATS access line from the carrier common line 
charge. In addition, GTE-CiS advice letter dOes not Include the special 
access charge which Is Imposed on WATS access line customers In place Of 
the CClC on the closed end. WithOUt thIs rate language, Advice letter 5052 
fans to directly assign WAls.. 

GTE-C IS PROPOS1NG UNNEC[SSARV AND N1B1GlX>US TERMS AND 
CONOlTlONS FOR ITS WATS ACCESS OFfERING 

GTE-C states In AdvIce letter 5052 that - a Supplement to thIs Advice 
will be ftled which wnl further define the WATS offering: (Advice letter 
5052 at 2). MClls perplexed by GTE-CiS motives for proposing changes to 
Its WATS offerIng through this tariff fUlng. rurthermore, Mel objects to 
GTE-CiS casual approach to the filing of what could be, tf the original 
Advice Letter 5052 Is any IndicatIon, significant changes to the terms and 
conditloos Of a service on less that statutory notice. GTE-C Is using the 
opportunity provided by DeCision No. 85-06-1 \5 to go beyond the 
parameters of direct assignment and make significant changes In the 
maMer In which the WATS access service Is provided. 

GTE-C has added several new definitions to Its Schedule Cal. P.U.C. NO. C-1. 
In particular, the terms -WATS Access· atld ·WATS Serving Offlco· haVe 
been added to Sheet 42. and -MTS Access- has been added to Sheet 34. 
These new definitions only confuse the use of special and switched 
access, especially when used In the context of WATS service, and shOuld 
be deleted. The WATS offering that has traditionally been available to 
AT&T, and the service that Is subject to direct assignment, Is functionally 
a s~'tched service. The CPUC, when It ordered the direct assignment of 
WATS, recognized that the closed of a WATS line appears to be a dedicated 
line because It carries only WATS traffiC. The direct assignment pr«ess, 
therefore, treats the access Hne as a special access Hne for rate I)'S'POses 
but dOes not change the switched natu-e or the service. By IntroduCing the 
terminolOgy -a combination Of Switched Access Service and Special 
Access Service- as GTE-C dOes on Sheet 42, and thrOUghout the filing. 
GTE-C Is confusIng tM existing switched WATS Offering aval1able to AT&T 
with the special access arrangements that OCCs have been forced to 

ess WATS. These new definitions arc 
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lIV'Iecessaty and should be deleted . 

In addition, GTE-C proposes to fntr«Jvce new tarlfllanguage .n an 
apparent attempt to limit the avallabllty of a service available In Its 
federal tariff. The definition or a WM. contaIned on Sheet 42 Of Stheoole 
Cat P.U.C. No. C-I states ·,ntrastate WATS Acc~ss may not be eomblood 
over an Interstate Special Access line used for WATS,- M>ove and beyond 
the Inappropriate use or the term Special Access that was dIscussed 
abOve, this section of GTE-C's state tariff limits a customer's abIlity to 
ptrChase a servIce that Is avatlable In GTE-C'S federal tariff. GTE-C has an 
unrestricted WATS access line available In Its FCC tarIff. and cites no 
authority for Its attempt to Impose restrictions tn Its Intrastate tariff. 
Indeed, GT[-C's prOpOsed restrictions are In direct violation of the 
Common Carrier Bureau's orders of May 20, 1986 and Hay 30, 1966. (tn t~ 
Matter of Mf<b'ear 1986 Access TarlH Fllfngs) GTE-C cites no orders of the 
FCC or Of th1s COmrrHssJon In support or thIs blatant attempt to violate 
exlstfng federal regulations. . 

Ffnally, GTE -C has added to Schedule Cal. P.U.C. No. C-I. Sheet '35 a new 
provisIon for ·WATS Access Screening-. This states, In part '"The customer. 
when ordering WATS Access Screening, shall repOrt the valid screening 
codes to be instituted fn each WATS ServIng Offfce (or each of the end 
users for whom screening will be undertaken by the Utl1lty" ThIs language 
Is unclear and vague. GTE-C dOes not state the type of Information that it 
requires. what this data will be used for, or what a ·valid screening cOde'" 
Is. At a mInimum, this section shOuld be clarified so that the type of 
Information that Is required Call be determined 

IT IS PREMATURE TO IMPlEMENT TJ£ DIRECT ASSIGtl-£NT OF 
WATS ACCESS LINES PRIOR TO Tt£ AVAILABILITY OF 

EOUAl. ACCESS WATS 

Mel has ~d In Its prOtest of PacifiC Bell's Advice letter 15190 and its 
Pet Itlon for MOdification of DecisIon No. 85-06-115 that the falJ\J'e of 
LECs to provide an UYtstrlcted WATS access line to all IECs justifies 8 

deferral of the direct assIgnment of WATS that Is currently scheduled for 
JaNjary I. 1986. The arguments that Mel presented In those two fHlngS, 
both dated December 11. 1986, are also true for GTE-Cs Advice letter 
5052 and are Incorporated by refence here. Mel has been negotfatfng with 
GTE-C for an restricted WATS access 1100 for many months. If an -
lM'Y'estrlcted WATS access line Is as Imminent as 6T[-C has lead Mel to 
believe In Us discussions, then delayIng the Implementation of direct 
asslgM1ent mtll a date coocll'fent with the availability of an uvestrJcted 
WATS line Is reasonablo. 
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APPENDIX G 

for the fcregotng reasons Mel requests that OTt·C's Advice Letter 5OS2 be 
rejected. GTE-C should be requIred to fUe an adVice letter that correctly 
Implements the direct assignment 01 WATS, without \fi\ecessary and 
w-elated changes In the terms and conditions 01 WATS service. ThIs new 
filing shOuld have an erfectlve date CMClr'ftnt with an advice letter 
IntrOducIng an unrestricted WATS access service. In addltton, MCl.reserves 
the right to t>r6test any Supplements to Advice letter 5052 that GTE-C 
mwt fUe. 

Respectfully, 

~'/'k'~ 
James l. Lewis 
HaryE. Wand 

cc: Dean [vans, CPUC 
spencer Herzberger, Geoetal TelephOne Company of California 
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