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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY AND COMPLIANCE DIVISION RESOLUTION T-13091 _
Telecomnunications Branch Date September 7, 1989

" RESOLUTION T-13091. PACIFIC BELL. ORDER AuTHORIZIﬂG A
CONTRACT COVERING THE PROVISION OF CENTREX SERVICE TO
NEW YORK LIFE INSURANCE COMPANY.

SUMMARY

Pacific Bell (Pacific),; by Advice Letter No. 15590, filed August
8, 1989, and supplémented by Advice Letter No. 155904, filea
August 11, 1989, requests authority under the provisions of
Géneral Order No. 96-A (G.,0. 96-A) and Decision No. 88-09-059 .
to deviate from filéd tariff schedulés in order to provide New .
York Lifé Insurance Company (New York Lifé) with ceéntrex service
under contract. . Supplemental Advice Léttér No. 15590A was o
issued to correct pacific’s estinated 1989 annual ravenue effect
that was shown in Advice Léttér No, 15590. This Resolution
authorizés the contract, which Pacific estimates will résult in -
a decréase in annual révenues for 1989 of approximately $10,196.
Ho proteésts to this Advice Letter were filed. -

BACRGROUND

In D,88-09-059 the Commission adoptéd a modified Phase I , )
Settleément . (heréinafter reférred to as the (Settlement)). Undeér
the provisions of the Settleémént, the Local Exchangé Companies
(LECs) are allowed to provide ceértain services, such as Céntrex
sérvice, undér the térms of contracts betwéen LECs and :
customers. The Séttlémént providées that such contracts become

efféctive upon authorization by the commission, |

Appendix A of D.88-09-059 sets forth a process and requirements
for the filing of advice létters requesting authorization of
custoner specific contracts. Such requirements include::

- The contracts do not become effective until authorized by
Commission resolution.

LECs may requést confidential treatment of workpapers and
supporting cost documentation. Parties to the Settlement,
other than the Division of Ratépayer Advocates {DRA) must-
enter into protective agreements to obtain such workpapers
and/or documentation.
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- Each contract shall cover the costs of the services
provided under each such contract,

Ccontracts must contaln *appropriate” services.

The methédologi for deternining costs shall be either fully
allocated or direct embedded.

For Pacifio’s Centrex service, the price may in ne event go
below the pricé of the single-line business rate, plus the
multi-line End User common Liné chargé per line (1MB+EUCL)

Tracking procedures will be sét up to validate costs.

Contracts are to beé used only in unusual or exCeptibnal
circumstances.

Advice Létter No: 15590 contains a customér specifioc contract
quite similar to that which was approved by the Conmission for
Great Western Bank on May 26, 1989 in Résolution T-13069. Thée
contract filed under Advicé Létter No. 15590 covers the '
provision of Centrex Service to Néw York Life at its san '
Francisco location., cCentrex Service is a céntral office based
communications system equippeéed with primary station lines -
capable of direct in and out dialing of calls with optional
features. . : _

Undér the terms of the Néw York Lifé contract, Pacific agrees té
provide Néw York Lifeé, who curréntly takes centréx service under
tariff, 309 linés for a perisod of 4 years at a fixed rate of .
approximately $4,632 per month, Pacific indicates that -
Comnission authorization of this contract will result in an
gstimatéd décrease in annual révénues for 1989 of approximately
10,196. . \

PROTESTS

NO protests were filed on Pacific’s Advice Letters No. 15590, or
No. 155904, :

DISCUSSION

Thé Néw York Life contract, in accordance with the réequirements
of Appendix A of D.88-09-059, contains the nécessary language
which conditions its approval upon Comnmission authorizatioen.
Pacific, in its Advice Letter, has requested confidential - -
treatment of workpapérs and supporting cost decumentation, and a
review of thé Néw York Life contract itself indicates that the
contract does not céntain a sérvice listed as inappropriate
undér the provisions of Appendix A of D.88-09-059.

Based on a réview of the workpapérs and supporting documéntation .
provided with the New York Life contract, it appéears that the -
monthly contract rate of $4,632 does récover the spécific costs
of providing Centrex sérvice to New York Lifé based on a fully
allocated cost analysis. Further, the monthly raté per line
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under thé contract is greater than the single line business rate
plus thé multi-line End User Common Line élHB*EUCL rate. The
contractual rates and charges aré excluded from the Rulé No. 33
surcharge mechanism in order to provid? thée custonmer with a .
fixed rate and to prevént the application of surcredits which -
could move the contractual rate beélow the sum 6f the INBH+EUCL.

With regard to tracking procedures reguired by D, 88-09-059,
Pacific states in the Adviceé Letter that Pacifio wil)l be .
tracking récurring billings, nonrecurrin? billings, in-service
volunes, inward movement volumés, recurr n? costs, and -
nonrecurring costs, and will provide an initial sik-month réport
and subséquent annual réports to thé Commission documenting the
tracked data. . 4

The provisions of Appéndix A of D. 88-09-059 also réquire that
customer specific contracts arée to bé used 7only in unusual or
exceptional circumstances (Appéndix A page 14). In the Advice
Létter, Pacific states, ' :

"A spécial contract is réquired in this excéptional
circumstance given thé fact that this customér asked
Pacific for a fixed price that would be competitive
with other véndors. Pacific could not offer this type
of pricé undér curreént tariffs, and theréfore offered a
customer spécific contract. . .

"The terms and conditions of this contract are spécific
and unique and should not be considéred precedential,

The statements in _the Advice Letter areé unique to this
contract and should also not be consideéred
précedential.”

The asseértions by Pacific that the customer requires a customer
specific contract for competitive pricing purposes over PBX
altérnatives appears to form a reasonableé basgs on which to _
detérmine that an exceptional circumstance exists which warrants’
the provision of such a contract for Centréx service to Néw York
Life. We note that this deternination is made with regard to
Néw York Life baseéd on the assértions made at this timé = =
concérning Néw York Lifée. We agree with Pacific that such a -
determination for New York Lifé should not be considéred and
will not bé considered by this commissien as éstablishing a-
précedént for similar detérminations for subsequént contracts
with otheér customers for teélecommunications services,

D.88-09-059 states that "for Pacific’s centrex, the price may in
no event go bélow the pricé of the single-1ine business rate,
plus the multi-line EUCL pér line.” The following two questions
have been raised concerning this requirement:

1. What is the appropriate ”price” for pPacific’s céntrex which
should be compared to the price of the 1MB+EUCL? -

2. Is the 1MBH+EUCL floor rate fixed or does it float?
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Oon the first question, the IMBYEUCL is a monthly vecurring rate per
line which doés not inolude nonrecurring charges. Pacific has
bundled the nonrecurring charges into its contract rate and
compares this contract rate on a pér 1ine basis to the AIMB+EUCL,
DRA, in its comments on the Great Western contract, expréssed
concern that Pacific is misconstruing the requirements of Appéndix
A of D.88-09-059 by including billings for nonrécurring charges in
the contractual monthly rate pér 1iné. We did not resolve this
-issue in the Great Western contract bécause the amount of the
nonrecurring charges was not significant. The issue must now be
resolved in order to appropriately address theé second gquéstion
concerning the status of the IMB+EUCL, which was alsé not résolved
in the Great Wéstern contract. cClearly, it is not logical to.
compare a rate which is a sum of both recurring and nonrécurring
chargés to a rate dictated by D.88-09-059, which is only a =
recurring charge. Therefore, béfore comparing the contract raté to
the 1MB+EUCL, theé nonrecurring charges must be excluded first.

Oon thé seécond question, Pacific’s interpretation is that the floor
rate of the 1MB+EUCL would be fiked for the duration of the ,
contract AT&T, who comménted on the Greéat Western Contract,
intérpreted theée statement to mean that the floor rate is not fixed,
but floats as the IMB+EUCL changes. In Resolution T-13069, wé dia
not specifically addréss this issue for the Great Westeérn contract
because it appeared unlikely that the IMBH+EUCL would éxceed the
contract rate in the near future} however, we required Pacific Beéll
to justify its position on this issue in each subséquent filing of
an advice létter for contracted Céntrex Service. Pacific has not
doné this in Advice Letter No. 15590. Since the purposé of thé
IMB+EUCL floor rate is to providé a level playing field for céntrex
and PBX customers and a floating floor rateé maintains that level
playing field, we agreé with ATLT on this issue. Theréfore, as the
1MB+EUCL floor rate changes during the 1ifé of the contract, the
contract rate may havé to be adjustéd so that at no time will the
contract monthly rate per line, less nonrecurring charges, be lower
than the then currént 1MB+EUCL.

We are awaré that the provision of a contract rate which is subject
to change may not meet the needs of all customérs. However, as an
alternaté means of providing a level playing field, we réquired
Pacific, in Résolution T-13069, to provide in writing to éach
future customer considering a Centrex contract, an altérnate offer
to providé the customer deavéragead PBX trunk rates undér contract
with rates determinéd by the same cost méthodology uséd to =
detérminé thée contract cCentrex line raté. This reguirémént applies
to all Centrex contracts which were signed on or after May 26,
1989, the effective date of Résolution T-13069. The Néw York Life
contract was signéd before May 26, 1989 and, théréforeée, the
customer did not have the opportunity to evaluate compéting
altérnatives on a level playing field: Theréfore, the réquirément
in this contract, as indicated in the last sentence of the
precéding paragraph, will be applicable to all céntrex contracts
signed béfore May 26, 1989, and not yét approved by this _
Comnission. However, we will waive this réquirement if pacific
providés written documentation that thé customer has been givén an
alternate offer by Pacific to provide deaveraged PBX trunk rates
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under contract with rateées determined by the same cést methodélogy'
used to determine the contract centrex line rate,

FINDINGS
We find thati

1. On August 8, 1989 Pacific Bell filed Advice Letter No. 15590
requesting comnission authorization to provide for the offering of
céntrex service to New York Life Insurance Company under a customer
specific contract. '

2. On August 11, 1989 Pacific Bell filed Advice Letter No. 155903
supplementing Advice Letteér No. 15590 to correct their estimatéd
1989 annual revenue effect that was shown in Advice Letter No.

3. Appendix A of D.88-09-059 and G.0. 96-A set forth certain
requirements for the filing of advice létters requesting
authorization of customer specific contracts.

4. Advice Letter No. 15590 (Advice Letter) cénforms to the
requirements of Appendix A of D.88-06-059 and G.,O, 96-A,
a. The New York Life contract states that the contract Hiili‘

not become effective until authorized by the Comnission.

public documents.

b. The Advice Létter and the New York Life contract are

Pacific requests in the Advice Letter that thé workpapers
and sugporting cost documentation associated with the New
York Life contract be treated as confidentiail, ,

Pacific has offered the parties to the¢ Phasé T Settlement
in I.87-11-033 the opportunity to receive and review the -
workpapers and supporting documéntation asociatéed with the
New York Lifé contract if such a party (except DRA) first
enters into a protective agreement. '
The New York Life contract provides for the offéring of
Cenitrex service which is an appropriate service for
offering undeér a contractual arrangemént. . :

The rates and charges set forth in the Néw York Life
contract cover thé cost of providing the cCentrex service

offered under the teérms of the cbntract.

The methodology used by Pacific to devélop thé costs of
providing cCentrex service to New York Life undér the terms
of the contract are baséed on the fully allocated
methodology.

The price per month per line for Centrex services for New
York Life under the térns of the contract is higher than
the sum of the present one-party business measureéd service
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rate and the nulti-line End User Common Line chafge per:
month per line.

i. Thé Advice Letter indicatés that the costs and revénues -
assoclated with the provision of Centrex service té New
York Life under the terms of the contract will be tracked,

J. A contract is required for New York Life because the
customer, who was seeking a competitive price for its
existing Céntréx, was not satisfied with the pricing
options provided for under Pacific’s tariff,

5. The surcharge/surcredits set forth in pacifio’s tariff.
Schedulé cal. P:U.C. A2, Rulé No6. 33 Qo not apply to thée ratés

and charges covéred by the Néw York Life contract,

6. Before comparing the contract raté to the IMBH+EUCL the
. nonrecurring charges must first be éxcluded. _ T
7. The monthly rate for.this céontract is subjeot to changé so
that at no timé during the 1ifée of thé contract will the - -
monthly raté per 1ine, less nonrecurring charges, be lower than
the then currént 1MB+EUCL floor rate.

8. Thé réquirmént as expréssed in Finding No. .7 is walved if -
Pacific providés written documentation that the customer has .
beén given an alternate offer by Pacific to provide deaveragéd
PBX trunk rates under contract with rates detérmined by thé same
cost methodology used to determine the contract centreéx line
rate,

9. Authorization of the New York Life contract will result in
an estirated réduction in Pacific’s 1989 annual revenues of
approximately $10,196.

10. cConmission authorization of the Advicé Letters and thé New
k Lifé contract do not establish precedénts for the cénténts

of thése filings or for Commission appro JK: X

The Commission approval of the New h¢

on the specifics of the New York Lif

11. The rates, charges, terms and conditions of the contractual

service authorized in this resolution are just and reasonable}
therefore, .

‘IT IS ORDERED that!

(1) Authority is granted to make thé above Advice Léetters and .

contract efféctive on Septémber 7, 1989, subject to the
conditions sét forth in Findings Nos. 5, 6, 7 and 8.

(2) The Advice Leétters and contract authorized herein shall be
marked to show that an Advice Létter was authorized under
Resolution of the Public Utilities Commission of the State

of California No. T-13091. .
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The effective date of this Resolution is toddy.

I hereby certify that this Res6lution was adopted by the Public
Utilities Commission at its vegqular méeting on Sceptember 7, -
1989, The following Comnmissioners approved ittt .

G. MITCHELL WLK

FREDERICIPR DUDA
STANLEY W. HULETT
JOHNE;(NUMQAN
PATRICIA M. ECKERT
Cafmmissioners
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