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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY AND COMPLIANCE DIVISION RESOLUTION T-13098
September 7, 1989

RESOLUTION T-13098. ORDER PROVISIONALLY AUTHORIZING
AT&T-CALIFORNIA’S REQUEST TO REVISE THE RATE STRUCTURE -
OF ITS INTRASTATE WATS AND 800 INTERLATA ADD-ON SERVICES
AND REVISE USAGE RATES WITHIN APPROVED RATE BANDS.

BY ADVICE LETTERS NO. 142 AND 143, FILED ON JULY 21,
1989, AND ADVICE LETTER SUPPLEMENTS NO. 142A AND 143B,
FILED ON AUGUST 29, 1989,

SUMMARY

This réSOIutiOn,pfovisioﬁally.authOrizés AT§T~Callforni6’é‘(AT&T—
C) réquést in Advice Lettérs No. 142 and 143 filed on July 2);
. 1989 (items 1-4 following), and in Advice Letter Supplements No:
1427 and 143A fileéd on August 29, 1989 (iténms 5-6 following), to:
1. Eliminaté the Set-Up Charge and Group Avéragé Billing '
rate elements of intrastateée WATS InterLATA Add-on '
Service} ‘ _
Eliminate thé Set-Up Charge rate elément of intrastate
800 InterLATA Add-on Seérvice}

Instituté a Minimum Average Timé Requiremeént (MATR) of 30
seconds for all completed intrastate WATS and 800 :
InterLATA Add-on messages! :

Revise some usage rates for intrastate WATS and 800 .
IntérLATA Add-on Serviceés_(these revisions are_within the
rate bands authorized in D.88-12-091) S .

Remove the flexiblé raté bands for intrastate WATS and
800 InterLATA Add-on Sérvicés authorized in D.88-12-091.
AT&T-C will not use rate fléxibility for thesé services
until new rate bands have béen approveéd by the
Commission: and : '

6. Make these revisions effective on October 1, 1989.

Under provisional authorization, these revisions are subject to
.change or withdrawal pursuant to this comnission’s réviéw and
consideration of AT&T-C’s Transport Incremeéntal Cost Méthodélogy
(TICM) and TICM input data in A.89-03-046 (Readyline 800
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roceeding) . If AT4T-C subnits long-run incremental cést studies
fn support of an advice letter, filed on 40-day reégular not ce
pursuant to General Order 96-A, which proposeées rates and charges
which would be effective prior to a final decision in the
consolidated Readyliné 800 proceeding (A.89-03-046, et al), such
rates and charges shall be provisional and subject to adjustment
to reflect the costing methodolo?y ultimateI{ adopted in A.89-03-
046. AT&T-C shall clearly identify such advice leétters at the
time of filing as provisional and cité this Resolution T-13098:
Each advice letter filéd with thé commission Advisory and o
compliancé Division (CACD) will continue to be evaluated on its
conplete record, factors and merits.

Should AT&T-C seek to mddifyjah¥ other rate band authorized in
D.88-12-091 to éffect rate flexibility (fivé-da¥ notice), it must
do so by application as specified in that decislon’s Ordering
Paragraph 2d. _ :

AT&T-C shall track monthly billings, méssage volumes and call -
durations associated with its WATS and 800 InterLATA Add-on
services, and réport them to the CACD Telecommunications Branch
chief within 60 days of each month’s end.

BACKGROUND

AT&T's intrastate InterIATA Add-on WATS and 800 Services are
offered only in conjunction with a Local Exchange Company’s

IntraLATA WATS or 800 service. on July 21, 1989i ATST-C filed
n

Advice Letters 142 (WATS) and 143 (800), réquesting régular 40-
da¥ notice tot a) eliminate the message Set-Up chargéi; b) -
eliminate group average pricing for WATS (not applicable to 800);
c) implémént a Minimum Average Time Requirément (MATR) of 30 ’
seconds for all completeéed messagés} and d) revisé somé usage
rates within thé rate bands authorized in D.88-12-091. The -
proposed MATR has the potential to increase rateés for customers
with a large numbér of sub-30 second calls. At the CACD's
request, AT&T-C provided documéntation that no customers will
éxperience an increasé in their bill.

The net révénue effect of thesé changés éstimated by AT&T-C is a
reduction of § 24 million annually. As impetus for the filings,
AT&T cites competition by othér interexchangé carriers’ WATS and
800 services which are priced lower.

AT&T-C provided a cost study to thé Commission supporting tﬁééé
advice letters using the Transport Increéemental Cost Methodology
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(TICM), which is curreéntly being considered in AT&T-C’s Readyline
800 application (A.89-03-046) pursuant to D.88-12-091, Ordering
Paragraphs 26 and f. Further, Ordering Paraygraph 2n of D.88-12-
091 states: :

"AT&T-C shall use the formal application process for ahx new
service subnission or for the révision of existing service
where the submission or revision departs from the approved
standard costing rethodology”.

In AT&T-C’s application for a cértificate of public convénience
and necessity (CPCN) for authority to provide intrastate _
intralATA PRO California service (a,.88-08-051), AT&T-C alséd used
TICH. In D,89-06-050, this Commission granted the CPCN to AT&T-C
on an interim basis pending further review of TICM and the =
conmission’s adoption of a standard costing méthodology in the
Readyline proceeding.

In its Advice Letters No. 142 and 143, ATAT-C recognized the
pendency of thée Commission’s evaluation of TICM as an appropriate
cost standard for AT4T-C’s intrastate services. AT&T-C offersd
to submit additional cost information which may be requireéa-
pursuant to that évaluation réelative to WATS and 800 rates,

on August 29, 1989, AT4&T-C filed Advice Letter Suppleménts No. -
142A and 143A to remové the fléxible rate bands authorized in -
D.88-12-091 for its WATS and 800 InterLATA Add-on Seérvices, and.
to requeést that the éffective date of Advice Letters No, 142 and
143, with these Suppléménts A, be October 1, 1989. In its |
supplements, AT&T-C states that it ”has agreed not to use its
(WATS or 800 Service) rate flexibility until new rate bands have
been filéd with and approved by the comnission.” This is in line
with AT&T-C’s August 15, 1989 responsé to thé protésts of the -
Division of Ratépayer advocates, MCI Teélécomnmunications .
Corporation and US Sprint Communications Company Limited
Partnership, summarized as follows.

PROTESTS

The Division of Ratepayer Advocates (DRA) and MCI - - ..
Telecommunications Corporation (MCI) filed timeély protésts to
Advice Létters No. 142 and 143 on\au?ust 9 and 10, respéctively.

US Sprint communications Corpany Limited Partnersnip’s (Sprint) =
protest of Advice Lettérs No. 142 and 143, dated August 10, 1989,
was received August 11, 1989, oné day after the 20-day protest
period! the CACD recomménds it be accépted. E

All three protests allege that AT&T-C’s elimination of message
set-up charges doés not comply with the commission’s D.88-12-061,
which granted AT4T limited pricing fléxibility within authorizead
rate bands. 1In support of this allegation, DRA and Sprint cite
the phrase ”zero rate band aroeund per nessage chargeée” which is
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included in Agpendix B to D.88-12-091, *AT4&T-C's Proposed Rate
Bands,” describing the WATS and 800 rate bands. This phrase is
construed to establish a rate band for WATS and 800 méssagé set-
up charges, which is therefore subject to D.88-12-091 Ordeéring
Paragraph 2di R

"AT&T-C shall bé requiréd to use the formal application
process to make any changes to the rate bands authorized
today.” _

MCI and Sprint also cité AT&T-C téstimony in the D.88-12-091 .
procéeding (A.87-106-039) that the per méssagé set-up chargé must
be considéred in the overall rateée structure of WATS and 800, MCI
and Sprint maintain that in ?ranting ATL&T-C prioin? flexibility
through rate bands, the Commission accepted AT&T-C S“Olaim,thét
the lower end of theé bands covered cost when all componénts are
considered. Theé sét-up charge provides such a significant o
contribution to cost coveragé that the elimination of thén calls
this conclusion into question. sSprint draws additiénél\sugpbrt:
for its position fronm D.88-12-091, attributing to the Commission
the recognition of the ”inherent connection hétwéen flexibility
for hourly usage rates and call set-up charges” {n noting.that
AT&T-C doés not propose a rate band for WATS and 800 set-up -
charges. R

MCI and Sprint both request that thée Advice Létters be réjected
for noncompliance with D. 88-12-091, and that AT4T-C be required

to file an application.

DRA additionally cites AT&T-C’s usée of TICHM in thése advice
letters as precipitous, and cannot support Or,OEpOSe the
institution of the 30-second MATR due to insufficient L
information. However, ”DRA believes that AT&T-C’s proposed rate
révisions and the éstablishnént of a MATR would benefit a -
majority of AT&T-C customers,”? Theréforé, DRA doés not réquest
that thé Commission rejéct the rate structuré changes réquéested
by AT&T-C, but recomménds that the commission authorize thése .
changes provisionally by Resolution, pending the outcome of theé
Readyliné 800 procéeding. DRA also recommends that AT&LT-C track
monthly billings, meéssage volumés and call durations. R

AT&T-C’s Response

ATAT-C timely reésponded to these protésts on August 15, 1889, 1In -
its defénse, AT&T-C states that its proposed rate structuré for _
WATS and 800 seérvice is similar to those of MCI and Sprint and -
will producé comparablé rates, AT&T-C points out that the “same
competitive pressurés (requiring its filing) led Pacific Bell to
file its Advice Letter 15557, effective July 5, 1989, o
substantially restructuring the rate design and reducing its 860

service rates.”
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In direct response to the protests’ allegations of inconsisténcy
with D,88-12-091, AT4T-C posits that this is a moot argument, .
since it did not filé the Advicé Letters on five days’ notice -
pursuant to D.88-12-091 (changes within rate bands), but under
General Order 96-A on re?ular 40 days notlce," AT&T-C arques
that in granting AT4T-C 1linited priocing flexibility, the ™ =
Commission did not intend to prevént ATET-C from continuing to
flle tariff revisions under QXiSting CommiSSiOI‘l rules (ilel' G.0.,
96-a). AT&T-C agrees that the subject Advice Lettérs -
fundaménta11¥ alter the WATS and 800 rate structures ugén which
pricing flexibility was éstablished, and thus, this pricing -
flexiblility is no longer éffective. AT&T-C concludes thati

"If AT&T(-C) séeks to implemént further rate changes for.
WATS or 800 Service; such changes must bé accomplished
under existing Commi§sion rulées outsidé any fléxibilitigg

grantéd by D.88-12-09)1 by filing an application ox advice
letter pursuant to GO 96-A.” (AT&T-C's 8/15/89 Response to

Protests, p. 3.) , o

Finally, AT&T-C accepts DRA’s recommendations for approval of thé

Advicé Leéttérs, namely provisional tariff status and tracking. -

plan éleménts, However, AT4T-C proposes to voluntarily maké its

tariff provisional, citing additional delay beyond its réquésted
effectivé datée of September 1, 1989 if a commission Resolution-is
réquired to do so. '

DISCUSSION

These Advice Letter filin?s and the protests of DRA, MCI and

Sprint raise two primary issues with respect to compliance with
this Commission’s D.88-12-091: :

1: Whether a rate band éxists for the WATS and 800 méssage
Set—u€ Charges, and the elimination thereéof nécessarily
constitutés a change in thé rate band requiring an '
application (ordering Paragraph 2d).

Whethér AT&T-C’s use of TICM in supporting thése advice
letters prior to this Commission’s compléting its.
considération of TICM in A.89-03-046 requires an
application (Ordering Paragraph 2n).

1. Rate Band Applicability

Attached to D.88-12-091 as Appendi% B was an annotated summary of
AT&T-C’s "Proposéd Rate Bands.” In this, as well as in its =
compliance filing (Advice Letter No. 119), AT&T-C refers to a -
"zero Rate Band” for its WATS and 800 set-up charges. DRA and
Sprint cite this phrase in support for their protésts that AT&T-C
is ‘attempting to changé a rate band without an application, as
ordered by D.88-12-091, Ordering Paragraph 2d. ' In granting AT&T-
C limited regulatory flexibility by D.88-12-091, this Commgésioﬁ
adopted a streamlined procedurée for AT&T-C to make changes within

-5-
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approved rate bands on five days’! notice by advice letter. In
lfs Advice Letters No. 142 and 143, AT&LT-C does not seek to
change the *rateé band” for WATS and 800 Set-Up chargés to effect
pricing flexibility (i.e6:, énable additional changés on five
days’ notice). Rather, it seeks to revise its WATS and 800 .
tariffs on régular 40-day notice undér the commission’s General
Order 96-A, and waives the authorized five-day notice for hourly
rate revislons included in these advice letters which are within
its approved rate bands. In D.88-12-6%1, the Ccommission did not
suspénd the existing regulatory mechanisms foxr AT&T-¢ 36.9;, G.0.
96-A), but augnméntéd them. The Comnission Advisory ana .
ch‘lianée pivision (CACD) continues to receivé ana evaluate
advicé letters filéd by AT&T-C_for other than rate changes within
the approved rate bands. ,

Should AT&T-C seek to modif¥ any rate band authorized in D:88-12-

091 to effect rate flexibility (five-da¥ notice), it must do so

by application as specified in that decision’s Ordering Paragraph’
Zd- ’

Sprint furthér cites the one other diréct référence to WATS and

800 set-up charges in D.88-12-091 -- a reviéw of ATLT-C!s
position on "How Limited Should thé Rate Bands Bé Under the
Observation Approach:” ' : :

"As another example of the reasonableéness of its raté bands,
AT&T-C points cut that AT&T-C proposes no rate band for the
per-nessage charges for WATS and 800 service.” (p. 43)

aAs this statément was part of the decision’s summary of AT&T-C’s
position on the issue poseaq, it should not bé construéd as thée .
commission’s conclusion, Such conclusions are présented in the
"Discussion” séctions of décisions, the Findings 6f Fact, and the
Conclusions of Law. :

2. TICM
In using its Transport Incrémental Cost Methodology (TICM) as
cost support for Advice Létters No. 142 and 143, AT&T-Cc = .
anticipatés the conclusion of this commission’s consideration of
its Readyline 800 application (A.89-03-046). However, the .-
language of D.88-12-091’s Ordering Paragraph 2n appéars to cloud
the issue! :
"AT&T-C shall use thé formal application process for any. néw
service submission or for the revision of existing service
whére the submission or revision departs from the approved
standard costing methodology”.

This ordering paragraph represénts one of eight additional
commitménts offered by AT&T-C as conditions of theé Yegulatory
flexibility granted in D,88-12-091, which were not contested (p.
85). Theseé eight conditions were adopted by thé Comnission in
the public intérest, and conclude Ordering Paragraph 2 (h - o),

-6-
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following sub-paragraphs spéoifying the process to be used to
reach an Yapproved standard costing methodology.” Reéad in this
context, Ordering Paragraph 2n regresents a standard té be
obsérved subsequént to thé éstablishment of a uniform costing
methodology, rather than a rigid requirement during the
transition to the uniform costing methodology.

Until a uniform costing methodology is establishoq b¥ the =
Comnission in this proceeding, AT&T-C will continue In transition
from the 6ld to the new. In D.88-12-091, this Commission .
reiterated that %oné of thé purposes of the Observation Approach
was to avold thé production of detafled cost studles by AT&T-¢.~
During the transition périod, the choice is between mandating
"parallel” costing methodologies or allowing thé transitien to a
new uniform costing méthodology to begin, subject to this.
Commission’s conclusions in A.89-03-046.. Re?uirihg AT&T-C to -
maintain two costing methodologies during this transition seens
at odds with thé intént of thé Observation Approeach. If all -
other reguirements havé béeen met by AT&T-C’S advice letters filed

on regular 46-day noticé pursuant to G.0. 96-A, making AT&T-C
tarifg réevisions provisional when TICM is used to sup ort thém
until this transition is completea would be more conslstent.
Each advice letter filed with the commission Advisory and
Compliance Division (CACD) will continue to be evaluated on its
completé record, factors and merits. ' '

FINDINGS

1. In granting AT&T-C linited regulatory flexibility in p.ss-12-
091, this commission adopted a streamlined procedure for ATLT-C
to make changes within approved rate bands on fivé days’ notice
by advice letter, : -

2. In its Adviceé Létters Noe. 142 and 143, ATAT-C does not §EeX to
chan?e the "raté band” for WATS and 800 Set-Up chargeés to effect

pricing . flexibility (i.e., enable additional changeés on five’
days’ notice). i ' : ' _
3. In its Advice Léttéers No. 142 and 143, ATAT-C séeks to révise
its WATS and 800 tariffs on reqular 40-day notice undér the ,
Commission’s Genéral Order 96-A.

4. In D.88-12-091, the Commission did not suspend the existing -
regulatory mechanisns for AT&T-C (e.g.,_G;oa-96—A1; but augmented
them., The Commission Advisory and Compliancé Div sion (CACD)
continues to recelve and evaluate advice letters filed by AT&T-C
for other than rate changes within the approved rateé bands.

5. Should AT&T-C seék to mod§fy any rate band authorized in D.88-
12-091 to effect rate flexibility (five-day notice), it must do
so by application as specified in that decision’s Ordering

Paragraph 24.
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6. The summary of AT&T-C’s position in D.88-12-091 (p. 43) ‘should
not be construed as the Comnission’s conolusion. Such L
conclusions are ?resented in the "piscussion” sections of
deolsions, the Findings of Fact, and the Conoclusions of Law.

7. In using its Transport Incremental Cost Methodology (TICM) as
cost support for Advice Lettérs No. 142 and 143, AT&T-C -
anticipates the conclusion of this Commission’s consideration of
its Readylineée 800 application (A.89-03-046).

8. D.88-12-091’s Ordering Paragraph 2n states:

service submission or for the revision of existing service
where the submission or revision départs from the approved
standard costing methodology”. Lo

*AT&T-C shall usé thé formal application précess fof‘aﬁifﬁeﬁ

9. This ordering paragraph is one of eight additicnal commitméents
offered by ATST-C as conditions of the regulatory flexibility
granted in D.88-12-091, which were not contestéed (p. 85). R

10. Thése eight conditions concludé Ordering Paragraph 2 (h = o),
following sub-paragraphs speécifying the process to be used to
reach an "approved standard costing methodology.” B

11. Ordering Paragraph 2n represents a standard to bé obsérved . -
subsequent to the éstablishment of a uniform costing methodology,
rather than a rigid requirément during thé transition. o

12. In D.88-12-091, this Commission reitérateéd that ”“one of thé .
purposes of the Obsérvation Approach was to avoid the production
of detailéd cost studies by AT&T-G.” (Finding of Fact 10) ,

13, Reéquiring AT4T-C to maintain twb‘césting_méthbdblo@iés‘aﬁrihg
this transition is at odds with the intent of the Observation ,
Approach. : ‘ -

14. If all other réquiréments havé been mét by AT&T-C’s &advice ™
lettérs filed on réegular 40-day notice pursuant to G.0. 96-A, .
making AT&T-C tariff revisions previsional when TICM is used to
support thém until this transition is complete would beé noré
consistent with the Observation Approach. : :

15. Each advice letter filed with the Commission advisory and '
Compliancé Division (CACD) will céntinue to be evaluated on its
individual record, factors and merits. '

16, AT&T-C accépts DRA’s recommendation that AT&T-C track monthly
billings, méssage volumes and call durations associated with its
WATS and 800 InterLATA Add-on services.
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17« AT4T-C agrees that Advice Létters No. 142 and 143
fundamenta11¥ alter the WATS and 800 raté structures ugon which
pricing flexibility was established, and thus, this pr oing
flexibility is no longer effective.

THEREFORE, IT IS ORDERED that:

1. AT&T-C is authorized on a provisional basis to revise its
WATS and 800 InterLATA Add-on tariffs, as requested in _
Advice Letters No. 142 and 143 and Advice Letter Suppléments
No. 142A and 143A, subject to adjustment to reflect the
costing methodology ultimately adopted in A.89-03-046.

and 800 InteérLATA Add-on Service is revoked, pending
apflication by AT&T-C for new rate bands, and approval by
this Commission. :

2. The rateé flexibility authorized in:D,88-12—091 for WATS

3. Should ATLT-C seék to modify any other rate band o
authorized in D.88-12-091 to efféct rate flexibilit¥3(fiv¢-
day notiCéi, it must do so by application as specified in

that decision’s Ordering Paragraph 2d. S

4. Advice Leétters No. 142, 142a, 143 and 143A and their
accompanying tariff sheets shall be marked to show that they
were approved by Commission Reéesolution T-13098.

5. AT&T-C shall track monthly billings, méssage volumes and
call durations associated with its WATS and 800 InterLATA
Add-on services, and réport them to the cacbp .
Télecommunications Branch Chief within 60 days of each
month’s end. o

6. If AT&T-C submits long-run incremental cost studieés in
support of an advice letter filing made on 40-day regular
notice pursuant to Géneral Order 96-A, proposing ratés and
charges which would bé effective prior to a. finai decision
in the consolidated Readyline 800 procéeding (A.89-03-046,
et al), such ratés and chargés shall be provisional and. .
subjéct to adjustment to refleéct the costing methodology
ultimately adopted in A.89-03-046. AT&T-C shall. cléarly

identify such advice letters at the time of filing as . - .
provisional and cite this Resolution T-13098. Each advice
letter filed with the Commission Advisory and compliance
Division (CACD) will continue to be evaluated on its
conpleéte record, factors and merits.- ' '

7. The effective date of of this Resolution is today.




Resolution T-13098

I heyeby certify that this Resolution was adopted by the Publio
utilities Commission at its regular meeting on Septembér 7, 1989,
The following Commissioners approved it :

G. MITCHELL WILK

' Iafresidént
FREDERICK R. DUDA
STANLEY W. HULETT
JOHN 8. OHANIAN
PATRICIA M. ECKERT

Commissioners

. _-4.-‘..‘:‘-;&'_1‘;;;__-*;__._
SLEY FRANKLIN .
Actidg Executive Director




