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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY AND COMPLIANCE DIVISION RESOLUTION T-13092
Telecommunications Branch Date Seéptember 7, 1989

RESOLUTION T-13092. PACIFIC BELL. ORDER AUTHORIZING A
CONTRACT COVERING THE PROVISION OF CENTREX AND INSIDE
WIRE SERVICES TO DEAN WITTER REYNOLDS, INC.

SUMMARY

~Pacific Bell (Pacific), by Advice Létter No. 15589, fiied ,

Septembér 7, 1989 réguests authority under the provisions of
Genéral Order No. 96-A (G.O. 96-A) and Decision No. 88-08-059 to
deviate from flled tariff schéedulés in order to provide Déan - -
Wittér Reynolds, Inc. (Dean Witter) with Centrex Service and -
inside wire undér contract. This Resolution authorizés the. = -
contract, which Pacific estimates will result in a decrease in-
annual revenués for 1989 of approximately $21,993, . No protésts
to this Advice Letter were fileéd. :

BACKGROUND

In D,BB*OQ-OSé the commission adopted a modified Phasé I .
Settlement (hereinafter reférred to as the (Settlemeént)). Under
thé provisions of thé Settlemeént, the Local Exchangé Companiés:

(LECs) are allowed to provide certain sérvices, such as Ceéntrex
sérvice, under the térms of contracts betweén LECS and
custoners. Thé Séttlemént provides that such contracts bécome -
efféctivé upon authorization by thé Commission..

Appéndix A of D.88-09-059 sets forth a process and réquirements
for the filiﬁg_?f advice letters réquesting authorization of
custoner spécific contracts. Such requirements include!

-The contracts do not become effective until authorized by

commission resolution.

LECs may request confidential treatmeént of workpapers and -
supporting cost documentation. Parties to the Settlément,:
other than the Division of Ratepayer Advocates (DRA) must
entér into protective agréements to obtain such workpapers
and/or documentation.

Each contract shall cover the costs of the services
providéed under each such contract.

- Contracts must contain ”appropriate” services.
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- The methodoloST for determining costs shall be either full?
allocated or dlrect émbedded.

- For Pacific’s Centrex service, the price may in no event go
below thé price of the singlé-1ine businéss rate, plus the
nulti-line End User Common Line chargé per line (1MB+EUCL).

Tracking procedures will be set up to validate costs.

contracts are to bé used only in unusual or exceptional
circumstances.

Advice Letter No. 16589 contains a customer speocific contract .
quiteée similar to that which was approved by the commission for
Great Western Bank on May 26, 1989 in Resolution T-13069. The
contract flled under Advice Létter No. 15589 covéers the .
rovision of céntrex Service and inside wire to Dean Witter at
Yts San Francisco and Los Angéles locations. cCentrex Sérvice is
a céntral office based communications system equipped with '
primary station lines capablé of diréct in and out dialing of
calls with optional features. _ :

Undér the terms of the Dean Witter contract, Pacific agreées to
provide Déan Wittér, who currently takes Centrex séryiceé-under
tariff, 950 linés at its San Francisco location and 290 linés at
its Los Angéles location, both for a period of 3 years and at
fixed rates of $14,800 and $4,483 pér month, respéctively. =
Pacific indicatés that commission authorization of this contract
will reésult in an estimated decréasé in annual révenues for 1989
of approximately $21,993. The inside wire is existing and was
gaid for when sérvicé to thé customer was initiated. The
nclusion of insidé wire in the contract has no impact én the
costs and revenués associated with the Centréx services
involved.

PROTESTS

No protests were filed on Pacific’s Advice Letter No. 15589. -

DISCUSSION

The Déan Witter contract, in accordance with thée réquiréements of
Appendix A of D.88-09-059, contains the lecessary language which
conditions its approval upon Commission authorization. Pacific,
in its Advicé Letter, has requested confideéntial treatment of
workpapers and supporting cost décumentation, and a review of
the Dean Witter contract itself indicates that the contract does
not contain a service listed as inappropriate under the
provisions of Appendix A of D.88-09-059.

Based on a réeview of thé workpapers and supporting documéntation
provided with the bean Witter contract, it appears that the
monthly contract ratés of $14,800 and $4,483 for both thé San
Francisco and Los Angélés locations do recovér the specific
costs of providing centréx and inside wire services to pean
Witter based on a fully allocated cost analysis. Furthér, the
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monthly rateés pér 1ine under the contract aré greater than the
singlé 1iné business rate plus the multi-line End Udéer Common
Line (1MB+EUCL)} raté, The contractual ratées and chargés are
exocluded from the Rulé No. 33 surchargé meéchanism in order to
provide the customéer with a fixed raté and to pr¥event thé
application of surcrédits which could move thé céontractual rate
below the sum of the 1MBH+EUCL.

With regard to tracking procedures required by D. 88-09-059,
Pacific states in the Adviceée Letter that Pacifio will be
tracking recurring billings, nonrecurring billings, in-service
volumes, inward movemént volumes, recurr n? costs, and
nonrecurring costs, and will provide an initial six;mOhth>report
and subsequént annual reports to thée Commission documenting the
tracked data. R

Thé provisions of Appendix A of D. 88-09-059 also require that
customer specific contracts are to be uséd #only in unusual or
exceptional circunmstancés (Appendix A pagé 14). 1In the Advice:
Letter, Pacific states,

7A speclal  contract is required in this éxceptional
olrcumstanceé givén thé fact that this customer askéd:
pacific for a fixed price that would be competitive to
other vendors: Pacific could not offér this typé of
price under the current tariffs, and thereforé offered
a customér custonér speéecific.” ’

"The terms and conditions of this contract aré specific
and uniqué and should not be considéred precedential.
Thé stateménts in the Advice Létter arée unique to this
contract and should also not be consideread
precedential.”

The assertions by Pacific that the customer réquirés a customer
specific contract for compétitive pricing purposes over. PBX
alternatives appéars to form a réasonablé basis on which to.-
detérmine that an excéptional circumstance éxists which warrants
the provision of such a contract: for Centréx sérvicé to Dean
Witter, We noté that this détérmination is made with regard te
Dean Witter baséd on thé assertions made at this timeé conceérning
Dean Wittér. We agree with Pacific that such a detérmination =
for Dean Witter should not bé considéréd and will not be =~ -
consideréd by this Commission as establishing a préecedént for
similar detérminations for subsequent contracts with other

- customers for télécommunications services.

D.88-09-059 states that ”“for Pacific’s cCentrex, thé pricé may in
no evént go bélow the price of the single-line business rate
plus the multi-line EUCL per line.” The following two questions
have been raised concerning this requirement: . :

1. What is the appropriate 7priceé” for Pacific’s Centrex
which should beé compared to thé price of the 1MB+EUCL?

2. Is the 1MBH+EUCL floor rate fixed or does it float?
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on the first question, the IMBHEUCL is a monthly recurring raté per
1ine which does not include nonrecurring charges. Pacific has
bundléd the nonrecurring charges into its contract rate and
conmpares this contract raté on a per line basis to thée 1MB+EUCL.
DRA, in its comménts on the Great Western contract, éxpressed
concérn that Pacific is misconstruing the réquirements of Appendix
A of D.88-09-059 by including billings for nonrecurring chargés in
the contractual monthly rate per line. We did not resolve this
issue in the Great Western contract because the amount of the
nonrecurring charges was not significant. The issue must now beé
resolved in order to appropriately address the second question
concerning the status of thé 1MBHEUCL, which was also not résolved
in the Great Western contract. Clearly, it is not legical to
comparé a rate which is a sum of both récurring and nonrecurring
charges to a rate dictated by D.88-09-059, which 1s only a .
recurring charge. Therefore, before comparing the contract rate to
the 1IMB#+EUCL,; the nonrecurring chargeés nust be éxcluded first.

on the sécond question, Pacific’s intepretation is that the floor
rate of thé 1MBH+EUCL would bé fixed for the duration of the
contract. AT&T, who cormented on thé Great Weéstern contract,
interpreted the statement to méan that the floor raté is not fixed,
but floats as the 1MB+EUCL changés. In Resolution T-13069, we did
not spécifically address this issue for the Great Westérn contract
because it appeared unlikely that the 1MB{EUCL would éxcééd the -
contract rate in the near future} however, we required Pacific Bell
to justify lts position on this issué in éach subsequent filing of
an advice letter for contracted Centrex Service. PpPacific has not
doné this in Advice Lettéer No. 15589, Sincé thé purposé of the
1MB+EUCL floor raté is to provide a level playing fiéla for Centrex
and PBX customers and a floating floor rate maintains that leével
playing field, we agree with AT&(T on this issue. Therefore, as the
1MB+EUCL floor rate changes during the life Of the contract,; the
contract raté may have to be adjusted so that at no time will the
contract monthly rate per lirne, léss nonrecurring chargés, be lower
than the then current 1MB+EUCL.

Wé are aware that the provision of a contract rate which is subject
to change may not meet thé néeéds of all customers. Howéver, as an
alternate means of providing a level playing fieldi wé required

Pacific, in Réselution T-13069, to provide in writing to each
future customer considering a centrex contract, an altérnate offer
to provide thé customer deavéraged PBX trunks under contract with
rates determined by thé same cost méthodology uséd to détéerminé the
contract Centrex line rate:. This requirément appliés to all-
Centrex contracts which were signed on or after May 26, 1989, the
effective date of Resolution T-13069. The Dean Witter contract was
signed before May 26, 1989 and, therefore, the customer did not
have the.opportunity to evaluateée competing alteérnatives on a lével
playing field. Therefore, the requirement in this centract, as
indicated in the last sentencé of thé preceding paragraph; will be
applicable to all Centrex contracts signed before May 26, 1989, and
not yet approved by this Connission. However, we will waive this
requirément if Pacific provides written documentation that the
customer has been given an alternate offer by Pacific to provide
deaveraged PBX trunk rates under contract with ratés determined by




'iﬁéséiuiibn_T5136§2"
Septembér 7, 1989
Page 5

the samé cost methodolbgy used to determine the contract centrex
line rate.

FINDINGS
We find that:

1. On August 8, 1989 Pacific Béll filed Advice Letter No. 15589
requesting connission authorization to provide for the offéring of
Centrex service to Dean Witter Reynolds, Inc. under a customer
specific contract.

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

3. Advice Lettér No. 15589 (Advice Létter) conforms to the
requirements of Appéndi% A of D.88-09-059 and G.0. 96-A,

a. The Dean Witter contract statés that the contract will
not beécome eéffeéctive until authorizéd by the commission.

.. b.. The Advice Letter and the Dean Witteér contract are
"~ public documents.

Pacific requeésts in the Advice Leéttér that the workpapers
and supporting cost documentation assoclateéed with thé Dean

Wittér contract bé tréated as confidential.

Pacific has offered thé parties to thée Phase I Séttlément -
in I.87-11-033 the opportunity to réceive ana review the
workpapers and supporting documentation asociated with the
Dean Witteér contract if such a party (excépt DRA) first
enters into a protective agreémént. ‘

The Déan Witter contract providés for the offéring of
Centrék and inside wire services which areé appropriate
services for offering undér a contractual arrangement.

The rates and chargés sét forth in the Déan wWitter

contract cover thé cost of providing the centréx and
inside wire services offered under the térms of the.
contract. : .

The méthodology uséd by Pacific to dévelop the ‘costs of
providing centreéx and inside wiré serviceés to Dean Witter
under the terms of the contract are baséd on the fully
allocated methodology. o

The pricés per month per lineé for Centrex sérvicés for
Dean Witter under the terms of the contract aré higheér
than the sum of the présent éone-party business measured
service rateé and the multi-line End User Common Line
charge per month per line.

The Advice Letter indica§e§ that the costs and revenues
assoclated with the provision of centrex and inside wire




R SRR

Resolution T-13092
September 7, 1989
Page 6

services to Dean Witteéer under the terms of the coéntract
will be tracked.

J. A contract is required for Dean Witter because the
customer, who was seéking a competitive price for its
existing Centrex, was not satisfied with the priocing
options provideda for under Pacific’s tariff,

4. Thé surcharge/surcredits set forth in Paciflo’s tariff
Schedule cal: P.U.C. A2, Rule No. 33 do not apgly to the rates
and charges covered by the Dean Witter contract.”

5. Beore comparing the contract rate to the IMB+EUCL the
nonrecuring charges must first be excluded. -

6. The monthly raté for this contract is subjeéct to change so
that at no time during the 1ifé of thé contract will thé monthly
raté per line, léss nonrecurring chargés, be lower than the then
currént 1MB+EUCL floor rate. :

7. The requiréement as expressed in Finding No. 6 is waivead if
Pacific provides writtén documentation that theé customer has
been given an alternaté offer by Pacific to provide deaveraged
PBX trunk rates under contract with rates detérmined by thé same
cost methodology used to determine the contract centrek line
rate. ) -

8. Authorization of the Deaﬁ Hittér_COntract,will result in an’
estimated reéduction in Pacific’s 1989 annual revenues of
approximately $21,993. :

9. Comnmission authorization of the Advicé Letter and thé Dean
Witter contract do not establish precedents for thé conténts of
these filings or for Commission approval of similar requests.
The Commission approval of thé bean Witter contract is based on
the specifics of the Dean Witter contract. '

10. The rates, chargés, terms and conditions of thé contractual
service authorizéd ia this resolution are just and reasonablé}
therxefore,

IT IS ORDERED that:

(1) Authority is granted to make the above Advice Letter and
- contract effective on Septembér 7, 1989, subject to the
conditions set forth in Findings Nos. 4, 5, 6 and 8.

marked to show that an Advice Leétter was authorized under
Résolution of the Public Utilities Comnission of the State
of cCalifornia No. T-13092,

(2) Thé Advice Letter and céontract authorized herein shall be

The effective date of this Resolution is today.
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tlon was adopted by the Public
ar meéting on September 7,
/s approved it:

WySLEY FRANKLI
Acting Executivée Directox
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I héreby certify that this Resolution was adopted by the Public
utilitiés Commission at its vegular meetin og Septgmber 7,
1989. ‘The following Commissioners approved it:

G. MITCHELL ‘WILK
- President
FREDERICK R. DUDA
STANLEY W. HULETT

JOHN B. OHANIAN
PATRICIA M. ECKERT
- Commissionors




