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FUBLIC UTILITIES OOMMISSION OF THE STATE OF CALIFORNIA

OOMMISSION ADVISORY AND OOMPLIANCE DIVISION — RESOLUTION NO. T-1306% —-
Telecammmnications Branch May 26, 1989

RESOLUTION

Pacific Bell. oOmdér authorizi.rg A contract odvering the
provision of Centrex Servicé to Great Western Bank and
éstablishing Schedulé Cal. P.U.Ci No. K which sets farth
a listing of o.lstarer specific contracts.

Pacific Bell (Pacific) by aAdvice Lettér No, A 15531, filed March 17, 1939
and by Advice Letter No. 155313, filed April 5, 1989 requests authority -
under . the provisions of General Ordér No. 96-A (G.0. 96-A) and Deécisions
87-12-027 ard 88-09-053 to deviaté from filéd tariff schédules to
providé Great Westemrn Bank (Great Western) with Centreéx service under
contract. This resolution authorizes thé contract and also authorizes
the establishmeént of Schédule Cal. P.U.C. No. K which sets forth a
hstqu of custamer specific contracts.

Iin D.87-12—027 the Gomission responded to an amhmtlm of Pacnﬁc
Bell to mochfy a prevmus decxs:.on (D.88465) to revise cértain -

- réstrictions covering the offermg of sérvices undéer alstcmer spec1f1c
contracts. D.8§7-12-027 Iew_sed D.88465 to clarify the ciraumstances
urder wlud'n custamér spe::lflc contracts oould be utilized for the
provision 6f télecommnications sérvices. D.87-12- 027 also set forth

the following requireménts:

"PaC].fJ.C, and any othér teleptxme utility proposirg to file
) spec1al contracts using the advice letter process, shall
coordinaté the fﬂugreq.zmtsnthd&d)madvaxneofmaklm

the filing.” (Ondermg Paxragraph 3. )

The flrst a:staner spemflc spec1al oontmct fl_llng under the -
advice letter process shall be served on all pa.ztl&s to I.87—11—

~ 033.7 (Ordering Paragraph 4.)

In November 1987, the Comission n'stltuted 1. 87—11—033 o reocns16er
the regulatory framework m.th_m which local exdxange campaniés are .
regulatéd. The uw&stlgatlmwasstnxcmredmtothreephaséﬁ "The - :
flrst phase of 1.87-11-033 was to address pricing flexibility issues for
sérvices subject to ocrrpetltlon. In April 1988, a settlement was =
réached amorng the parties. In D.88-08-059, the Comission discussed the

proposéd séttlement and set forth proposed modlflcatmrs to the _
settlement. In D.88-08-059 thé Commission nﬂl@ted that the "fllmg
mqm_rements" which wére éstablished under thé provisions of D.87-12—027
had been moorporated by theé partiés into the proposed settle:ent. The
proposed modified settlement attached to D.88-08-059 also mcorporated
the provision fram D.87-12-027 that the first advicé letter filing
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requesting a rwalofawstwerspécifiooontractbesewedman»
parties to t}% 1.87-11-033 proceeding. :

In D.88-09-059 the Oamnission adopted a modified Phase 1 Settlement
(hexeinafter referred to as the Settlemént): Undeér the yprovisions of
the Settlément, thé Local Exchange Oompanies (LEC!s) are allowed to
provide cartain services such as Centrex service under thé terms of
contracts between thé LECs and custamers. Thée Séttlement provides that
such contracts become effective upon authorization by the Comnission.

Aﬁérﬂix’ A of D.88-09-059 séts forth a process and requireénts for the
filing of advice letters requesting authorization of customexr specific
contracts. Such requirements includé the followingt o

- Thé contracts &6 not become effective until authorized by
Camission Resolution.
Contracts aré to be filéd under the advicd letter process. The
advice léttér and thé contract will be a public déauménts and are
subjéct to protest under the provisions of G.0. 96-A,

LECS may request confidential treatment of workpapers and
supporting cost doasméntation. Partiés to the Settleément, other
than thé Division of Ratépayer Advocates (DRA) must énter into

p-t Ilvé.—i~ : ..I to l‘ A ! . 3 . x’or

- The first advice léttér requésting approval of the first
contract will be sérved on all partiés in I.87-11-033 and will
includé a statément that subsequent filings will ba made available
m mt. . N B
A new tariff schedule will be créated which lists all contracts
entered into as a result of Decisions 87-12-027 and 88-09-059.

- Contracts must contain "appropriate” services.

Each contract shall covér the costs of thé services provided undér

The methodology for détérmining costs shall be éither fully
For Pacific’s Centreéx service, thé price may in no évent go below

the price of thé singlé-liné business rate, plus the milti-line End

User Common Line (EUCL) charge per line.
Tracking procedures will be set up to validaté costs.

Contracts are to be uséd only in umisual ér exceptional
cir ances. ‘The LEC shall have the hurden of demonstrating the
existence of such ciramstances and the reasons why sérvics cannot
bé provided as a generally tariffed offering. ‘Theé LEC shall state
- such ciroumstances and reasons in the advicé letter transmitting
arny contract for Camnission approval. Urnusual or exceptional
circumstances may include, but are not limited to, such situations -
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as the LEC’s inability to provide the requested sexrvice over
existing facilities or unexpected and unforeseen custamer-specific
ice requirements.

service re

- Advice Lettér No. 15531 contains the first customer specitio contract:

for which Pacific 1s séeking approval under the isions of D.8g-09-
059 and G.0. 96-A, The contract filéd undér Advice Letter No. 15531
covers the provision of Centrex servicé to Great Westerm at 9 oustomer
locations in Southem California, Centrex service is a comunications
S}f‘:ﬁanbas'edinthecenttal offioea:ﬁiset;\;ipedwithprimarystaﬂm
lines capable of recéiving direct in-dialed calls and capable of direct
out-dialing of calls. OCentrex sérvice also provides the custemer with
optional system and station features.

Under thé terms of thé Great Western contract, Pacific a?rgs to provide
Greéat Westémm with Centreéx sérvice on a total of 2,800 1inés for a
period of 5 years for a fixed monthly rate of $46,825.00. Pacific
indicatés that authorization by the Cammission of this contract will
result in an estimatéd decrease in anmal revermes for 1989 of
approximately $94,600.

No protésts were filed on advice Lettér Nos. 15531 arﬂ.1553n. ‘ However
DRA ard AT&T both offered camments, Following are théir odncerns and

~ Because Pacific has failéd to serve all parties in the 1.87-11:033
proceeding with copies Advice Letter No. 15531 as vequired by D.
87-12-027 and D.88-09-059 DRA is concérméd that samd of the .
parties may not have the full 20 days to protest or cament on the
Adviceé Ietter as provided under General Order No. 96A: DRA
recamends that thé Comiission rémedy this situation.

The Great Westérn contract states in part, “Applicable ratés ard
charges, surcharges and taxes will be billed on a monthly basis.~

A believes that this could apply to the billing surcharge =
mechanism sét forth in Pacific’s Schédule Cal, P.U.C, No.A2, Rulé .

. 33. Since this Rule No. 33 camonly provides for a surcredit,
DRA 1s concérmed that the application of a surcredit could causé -
the contractual raté to fall below the 7floor” rate (singlée-line -
husiness rate plus End-User Common Line charge). Although Pacific .
has addréssed this corcém by stating in Advice Létter No. 15631 =~
that “Schédule Cal. P.U.C. No. A2, Rilé No. 33 surchargés are not
applicable to the rates and charges set forth il;l this contract”,
DRA recommends that the Comiission clearly provide in this
resolution that Rule 33 Billing Surcharge mechanism not be
applicable to the services provided undér the terms of the Great

The requiréments set forth in Appendix A of D.88-03-059 do rot -

clearly state whether the contract rate which is compared to the

floor rate is to include or exclude noirecurring charges, Qearly -

the floor monthly rate of $13.01 does not include any nohrecurring -

charges. DRA is concerned that Pacific is misconstruing the =

requirenents of Appendix A of D.88-03-059 by including billings
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for nonrecurx chaxges in the contractual monthly rate 1ine
\.hidxisoa:pai?gdtothefloorrateperline Y per

DRA recdrmends that the Commission resolution aathorizing the
Great Westem contract specifically provide that the and
theoostsassociatédmththesexvosprwidedmﬁertlﬂs :
caitract bé included in a tracking program which is being

. rkshops” which are presently beirq
oo:g'ducted under the authority of Oxdering Paragraph 1 of D.88-09-
059, ‘

Authorization of this ocontract will result in a reductien in
anmual revérmé to Pacific. All or a portion of this reduction .
wnllikelybeoméamrdenmtheqaﬁralbodyofratepayexsin*
the future. DRA Questions whether this ocortract is in the
mtemtofthegenexalbodyofratepaYersardw}\ethertheywmld
not bé better served if Great Western did indééd irplemént a ...
campetitivé altermativeé to Centrex serviceé such as PEX service. -
DRA Yéasons that undér such an altémative Pacifioc would récejve -
revernés from Great Western which might provide a gréater level of
contribution than under the Centrex contract.

ATLT believes that clarification is requlred on the issués of
whether the floor ratée of smgledmé business raté plus the BEnd-
Usethmnanedlaxgecanbe f:.xedmamltlyearoontract, and
hhetherfm-mmdmgscanbeimhﬁedmtlntrate,.“ _
without violating Decision 88-(9-059.

o on april 28, 1989, Pacific Bell responded to thé coaménts of DRA and

ATST as follows:

- Pacific agreés with DRA’s comment on expanding the service 1ist
for the advice léttér and has camplied.

Pac1flc agrws with the IRA recamendaticn that the Omm.lslm L
Resolution authorizing the Great Western ocontract specifically. -
prw1de that the Rile No. 33 Billing Surcharge not apply to the’
sexrvicés provided under thé Great Western ocontract.

Pacific also agress w1th thé RA reommendatlon that the revemes
arﬁoostsassocntedmththeservw&sprwldedbe included mt‘he,

tracking program developed in the Contract Workshops.

Pa01f1cdo&snotagreew1ththeoamentsofAT&TarﬂmAthat E
nonrecurring revenues should be eéxcluded whén ocupari.ng the -
oontracmalmnthlyrateperlmetothéfloorrateperlm.-
Pacific’s prma.ry argument is that the language of D. 88—09—059
do&smtclearlystate that nonrécurring charges aré not to be
includéd in comparison of the contract rate to the floor rate.

Pacific also d.tsaqrve&s with ATST's cament that the smgle—hne
hlsmessrateplusthearﬂllsercmrmnmduargeslmldmtbe
fived in a miltiyéar contract. Pacific believes this is no lomer
an issue because it has agreed to offer similar arran;ements for
PBX trunks and is actively discussing implementation with the
Cammission. _
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DISAUSSION

The Great Westémn contract states, # This agreément and all Addendums
attached héreto shall begt):ne éffective tlgoﬂ autlgxzrizgrtém of the Aot
CPUC. « «® (Contract page as Ima G.0. -A mﬂ‘x o
D.88—09—05(>9. The Great Westerm contract is filed undex the advice
letter procéss and is therefore a gublio docurmént.: With regard to access
to supporting information, the Adv Letter states,

~In campliance with Décision 88-09-059, Pacific requests
confidential treatment of workpapers and oost
doamentation, Parties to the Fhasé I Settlerent I.87-11- 033,
other than I[RA, mmtentermtoprotectweagreementsto cbtain
such information.”

Thé Advicé Léttér states, *..in oxrpliancé with Décision No. 88-09- 059, :
Ordering Paragraph 9, we are serving this first advice letter .
approval of a spécial contract on all partiés in I.87-11- 033,.. A -~
séxvice list attached to thé Advice Letter 1istscertamofthepartis '
tophaselofmelm-u-onprooeedmgmﬂalsoliststhewstmer
on April 5, 1989 Pac1fic filed advice Letter No. 15531A for the
of revising the service list of thosé parties réceiving the Advice = .
Letter to mclude the part.t&s to the A. 85-01—034, A.87-01-022 ard I. 87‘- -
11-033 procéedings. Pacific also réquested in the 2pril 5, 1989 filing =
that éach party be alléwed twenty days from April S, 1989 to file” =~
pmt&sts ard/or coments on the Advice I.etter.‘. Since no protésts were - -
‘filed and all corménts were filéd within 20 days of theé irutial thing .
(A:i\noe l‘.etter No. 15531) no extension 6f the commént peried is -~ =

. Advice Létter 15531 also states that Pacific shall make all -

subsequent filings available upon request,

The Advice Léttér oontams the tariff pmvlsmts requived by D.88-09—059
to éstablish a new tariff schédule which hsts thé contracts entered
into as a rwult of D.87-12-027 and D.88-09-059. Thé néw tariff
schedule hstseadmsid:oontzact\dud\hasbeen filed with the
Camission since the Gamission issued D.87-12-027.

Appérdix A of D.88-09-059 states, =Contracts can contain appropr].ate" ‘
tariffed and nontarlffed serv:.ces" (page 13). Apperdix A also sets forth'
a list of sérvices which are n\appmpnate for contracts. A review of
theGreatW&sterncorrtract nﬂnnt&sthattluswtractdo&smtocnta.m
a serviceé listed as 1nappropr1ate urnder the provisions of Appendlx A of
D. 88-—09—059. ’

In the Advice Letter Pacific states,

7Tn aooordance with thé Contract Guideliné’s (sic) cutlinsd i.n
Section B, _Appenchx A of Décision 88—09-059, each sérvice
category of this contract covers its oost as determinéd byfully
allocated cost analysm ad is pnoed abave the singleé line business
rate plus the mlti-liné EUCL per 1iné in effect on the daté the
contract was signed. Schédule Cal. P.U.C. No. A2, Rule No. 33
surd'xa.rg&e aré not applicable to the rates and charges set forth in
this contract.”




Based on a réeview of the workpapérs and 9@0&:&9 doo.ma\tatim _
provided with the Great Westem contrack, that the mdnthly
raté of $46,825 does reoover the specific oosts of providing Cerntrex-
sexvioetoczéatwstembasedonamnyallocatedoostaml sis and
thatthemonmlyrateénaperlpebasisisgreaterthantheslmle ,
line businéss rate plus the milti-liné BUCL. “The contractual ratés and
charges are properly excluded from thé Rulé No. 33 mechanisn
inorﬂertoprwmetheaxstanérmtha fixed raté and to prevent thé
application of surcrédits which oculd mowve the contractual rates below
the sum of the single line businéss rate plus the milti-line BUCL:

With regard to tracking procedures, Pacific stat&sinthe}dvice Létter
that *Tracking roceduresldudx lltmckmetnéﬁalﬁoostsha‘vébéen
&etablishedtovalidateoosts' The issué of tracking procédures is
alsowzreirtlybeirqaddmssedmthewoﬁcsmpsmoontracts

canducted under the provisions of Appendix A 6f D.88-09-059 (pagé 15)

‘Iheprwmmns oprpendonf D.88-09-059 alsorequjmthatmstcmar
spéclflcomtxactsaretouséd'onl in uusual or onal
ciramstances” (Appendix A page 14). In the Advicé Lettér Pacific
states,”

~A special contract is réquiréd in this éxceptional
circumstance given thé custeamér’s réequirvement for & fi.}téd
ratewertheoontractnalpenod which cannot mmentlybe
providéd by a général tariffed offermg In addition, ,
cn:petltlmisa fact.ormthattheo.xstanerhasexpresséd
the intention to sélect a ompetltwe altemative unless

Pacific prw1ded the sérvice at rateés, terms and conditions
more flexible and ocampetitive than the general tariffed
offering.”

'Iheterusa:ﬂcxxmtionsofthlsomtzactarespecifmardlmiqxe :
ards!mldmtbeo:rsmeredpreoedentnl The stateménts in the
Adv10eletberarelmlq1etothlsoontractanishmldalsomtbe
considered as precedential ¥

‘Beasserhorsby?amfmﬂxatﬁ:eustmmaﬁxeﬂratewer,
the contractual period and that thé customér finds the current tariff to
be too infleéxible with régard to pricé appéar to form a reasonsble basis
onamdltodetexmnethatane)ﬁwptmnalczmmstanoeemstswhldl
warrants thé provision of Centrex sezvioe urder contract to Great . o
Westermn.’ Wenotethattmsdetermnatlonlsmademthregamtocmat,
westembasedontheassertlorsmadeattlustlmeooncemmgcreat
Western. We agree with Pacific that such a détermination for, Great
Wastexnshouldmtbeoonsmemda:ﬁmllnotbeoox'SLderedbythls
Comission as &stabllshmg a précedent for similar déterminations for -
subséquent contracts with other custamers for telecammunication - :
services,

Great Western’s contract monthly rate péer line of $16.72 unl\ﬁ&sthe
mnrecuxrug charges appllcableurﬁerthetexnsoftheoontract _
However in this case the nonrecurring dmgewmmllﬁﬁteMM'
;twcnldmthavemusetheoontractratetogobelowthe floorrateof-
13.01.
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D.88-09-059 states that “for Pacific’s centrew, the price mr N 1
event go below the price of the single-1ine business rate, plus the
milti-line BUCL per 1ing”, Pacifio’s interpretation of this_is that tha
floor rate of IMB plus BXTL would bé fixéd for the duration of the
contract,. ATT's understanding is that the flodr raté is not fixed but
floats as IMB plus BUCL changes. In this instance, it does not appear
likely that the IMBHEUCL floor will excéed thé contract price of 316,72
perliminthenéarmmre. Moreover, neither ATST nor PRA pre ‘
this issue. We will not address this issue in this resolution, but we
will require Pacific Bell to justify its position on this issue in each
subsequent filing of an advicd lettér for a contracted Centrex Service.
We are concemmed about the *1ével playing field” aspects of this centrex
contract raised by ATST to éxtend such offerings for PEX trunks. - ,
Accordingly, wé will require Pacific Bell to providé in writing upon
request, to eéach custamer considering a centrex contract, an altérnate
offer to provide thé customér deamm trunks under contract: = -
Said PEX trunk rates should be dé by thé samé cist methédology -
used to determiné the céntrex line rate. This change will ‘bzri.gpli(:ablé
to all future contracts which are signéd on or after the eff. ve da

of this order. : - : .

1 .
We find that: _ | |
1. On March 17, 1989 Pacific Bell filed Advice Léttar No. 15531 as'

anended by Avice Iettér No. 15531A, £116d April 5, 1989 requesting
Cormission authorization to provide for the offéring of Centrex sérvice
,to(.?réathbﬁteniaalﬂcmﬂeraalstmerspecﬁic@tract. A

2. Appérdix A of D.88-09-059 and G.0. 96-A set forth cértain L
requireménts for thé filing of advicé létters requesting authorization
of custamer specific contracts. - _

3. Advice Letter No. 15531 as améndéd by Advice Letter No. 15831A o
(Advice Léttér) ounforms to the requirements of Apperdix A of D.88- 09—
059 ard G.O. 96-A. : ' : o

a. The Greatﬁ&spem contract statés that the contract will not
becaome effectivé until authorized by the Comission. R
b. The Advice Letter and the Great Westérn contract are public

Pacific réquésts in the Advice Ietter that the workpapers
Western contract be treated as confidential. .

Pacific has offered the parties to the Phase I Settlement in
1.87-11-033 thé opportunity to réceive and reviéw thé workpapeérs
and supporting documéntation associatéd with the Great Western n -
contract if such a party (except DRA) first enters into a

protéctive agreement.
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The Advice Letter has been served on all parties to the 1,.87-11-033
proceading, It also has a statement that subsequent filings will be

made availablé upon request.

The Advice Letter éstablishés a new tariff schedule which lists the
W entered into as a result of bDecisions 87-12-027 and 88~
59.

The Great W&stern contract ;i)mvides for the offering of Centrex
service which is an appropriate sérvice for offering under a -
contractual arrargement.,

'Iherat&eaxﬁdaxq&esetforth mthecreath&sterncmtractocver
theoostsofpxwmmgtheOent:exserviceofferedm‘derthetéxm
of the contract.

Thé methodology used by Pacific to develod the costs of pmvld.ing
. Centrex sérvice to Great Western undér thé terms of thée contract
are based on the fully allocatéd embedded methodology.

Thé price per month pér liné for Centrex sérvices for Great

vbﬁtemmﬁerthetemofthéoontmctism than thé sum of
thépreséntone—partybusnmsmasuredserv mtearﬂthemlltl-'
liné End User Camon Line charge per wonth per line. :

ﬂnmlceletterlrﬂlmt&ﬂatﬂxeoostsardm :
associatéd with thé provision of Centrei sarvice to Greéat
Western undér thé terms of the oontract will be tracked.

Aoontract is required forGreatmtembecalsethe
axstcmeruﬁ1®tedthataf1xedrateovert1mwasa :
reqmmaent to the contiméd prov151m of Centrex sérvice by
Palelc and this customer mqm.ra:ent ocould not be met urder
provisions of Pacific’s present tariffs.

4. The Stn'dxarge/surcred_\ts set forth in Pacific’s tariff Sdledule Cai .
P.U.C. A2, mleNo33domtapplytotherat$arﬂd1argaswferedby
the Great Westem contract.

5. 'meoontractmmthlyxateparlme,forﬂusoontraétis‘abwethe :
axrent floor rate of the singlée-line husiness rate plus the nultl-lme :
EUCTL.. .

6. It is rea.sonable for Pac1f1c Bell to offer deaveraqed PBX tmnks
wﬁercontracttoeachcustaneroorsﬁerugaOentrexoontxact, using ~
thesameoostmethodologyusedtodetemmetheoentmxlnxe rate. - 'nns

will be applicablé to ail futurecontract:smucharesmnedmorafber"" »

the effective date of this order.

7. Authorlzatlon of the Great Western contract will result in an
gstlmated reduction in Pacific’s anmual revernes of appmx.lmtely
94, 600 :

8. Comission authorization of the Advice Iétter and thé Great Weﬁtern o

contract do not establish preoedents for thé conténts of these filing or
for Comission approval of similar requests. The Camission approval of
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the(h:'eatmstemomtmctisbasedmthespecifi&ofthecmat
Western contract.

9. Thé rates, charqas ternsaaﬁoaﬁitlas¢fttreoontracunlsexvioe
authorized in nsolution are just and reasonable; therefore

~ IT IS CGRTERED that

(1) Authority is _granted to ma):e the above Advice Lettér
and contract effectivé on May 26, 1989, subject to the
condition set fozthi.thdingsNos 4 ard_6. S

(2) Thé advice Lettér and contract authorizéd hemin shall b
marked to show that such an Advice Iettefwasauthorized
under Résolutian of thé Public Utllities comission of the
State of Califomia No. T-13069. )

The effect.we date of thls R&eolutmn is today. :

: Ioertlfythatthismmtimwasadmtedbythemblic :
Utilities Comission at its regqular méeting on May 26, 1989. TThe
following Ccnisioners approved it: -

G. MITCHELL wn.K'
Présidént
FREDERICK R. DUDA .
STANLEY W. HULETT
JOHN 8. OHANIAN -
PATRICIA M. ECKERT




