PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY AND COMPLIANCE DIVISION RESOLUTION T-14006
Telecommunications Brarnch Novenber 3, 1989

PACIFIC BELL. ORDER REGARDING PACIFIC BELL’S REQUEST TO
REDUCE THE RATE FOR I TATE INTERLATA DIRECTORY
ASSISTANCE SERVICE TO INTEREXCHANGE CARRIERS. IN THE -
SOUTHERN CALIFORNIA AREA (NPAs 805, 818, 213, 619, 714) .

BY ADVICE LETTER NO. 15603, FILED ON SEPTEHBER 15, 1989.:

SUMMARY

This order reéjeécts Pac1f10 Bell’s (Pac1f1c s) request,,1n Adv1ce
Letter No. 15603, to:réducé the rateé for 1ntrastate interLATA
d1rectory assistance’ serv1ce to 1nterekchange carriers (IECs) by
27% in the Southérn California area only (NPAs 805, 818;" 213
619, 714)._ The requested rate reduction does not comply wlth
Public Ut111t1es Codeé Sectlon 453 (¢), which prohlbits C
"unreasonahle” dlfferences in ratés béetween localities.

Further, Pacific has failéd to demonstrate that the réevénues
generated by thé réduced rates will cover the costs of the )
associated services. - '

BACKGROUND

In Advice Letter No. 15603, filed Séptember 15, 1939, ‘pacitic
proposes to reduce the rate for its 1ntrastaté interlLATA -
Directory Assistance Sérvicé to IECs in Southern California only
by 27%. This reduct1on is in diréct  response to Comnission” .
authorization in D.89-03-051 (stay liftéd in D,89-07-032) for .
GTEC to offer theée samé sérvice in Southern Ca11forn1a at a ratée
of $ 245 per call. versus Pacific’ s $.33 plus’ transport per call.
Pacific sééks to reduce its rateé in Southérn California to $.24
plus transport pér call, and léavée Northern california‘at $.33
plus transport per. call. Pacific pro;ects loss of all’ Southern
california intrastate interLATA IEC Directory A551stance trafflcﬂ
without a rate reduction to match GTEC’s competltlve offer.‘ .
Intrastate- 1nterLATA IEC Dlréctory Assistance: represénts 5.6% Qf_
Paciflc s total Diréctory Assistancé volumé, and the contended
Southern california volumes réprésént. approx1mate1y 1.46%. The
projécted revénue loss is about $2.5 million. .

PROTESTS
GTE Callfornla Incorporated (GTEC) flled a tlmely protest with

the CACD on Septembér 26, 1989. Pacific Bell réspondéd to
GTEC’s protest on October 3, 1989, as required by G.O. 96-A,
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Section III.H. AT&T comaunications of california, Ino. (AT&T)
filed timely comments on October 5, 1989,

GTEC’s Protest: GTEC gites what it characterizes to be a *major
policy issue” in establishing a #deavéraged” rate in Southern
california, as weéll as concérns about whéther thé requested rate
will support fully allocated costs as orderéd by D.89-03-051,
and the péndancy of the rehearing ordered in D.89-07-032 to
consider the appropriateé compénsation for competitive uses of
merged data basés. GTEC réquests that the Commission réject
Paclific’s Advicée Letter No. 15603, or suspend it in order to
hold public hearings on thé 'significant policy and écononic
issués” it raises.

Pacific’s Reésponse to GTEC: Pacific dismisses GTEC’s conténtion
that the proposed rate reduction répreéesents a géographically -
*déaveraged” rateé, citing local éxchange sérvice as an example
of how ratés often vary by location for thé same sérvice.
Pacific assurés GTEC that it may reviéw thé cost support for AL
15603 by signing a nondisclosure agréément, and further invekes
the ability of the Commission’s staff to 7énsure no improper
cross-subsidization occurs.” Pacific rébuffs GTEC’s suggestion
‘that the peénding reheéaring on compensation for competitivé uses
of the merged Diréctory Assistance data base warrants delay in
implementing AL 15603, alléging that only GTEC’s rate will beée
affected by its outcone. . , : :

AT&T'’s Comments: AT&T does not opposé Pacific’s Advice Letter
"No. 15603, but identifies the ~deavéraging” of rates as the

" harbinger of poténtially anticompétitivé Local Exchangé Carrier
(LEC) pricing practices: AT&T is concerned that LECs could
subsidize compétitive sérvicés with révenues from monopoly -
services priced aboveé costs. As does GTEC, AT4T suggésts that
geographically-sensitive rates should be supported by
geographically-sénsitive cost studiés. AT&T furthér conténds
that, baseéd.on thé current ¢arnings cited in the proposéd Phasée
II decision, Pacific should bé ableé to réduce the rate for '
intrastateé intralATA IEC Direéectory Assistance statewide.

DISCUSSION

Public Utilities Code Section 453 (c) states:

*No public utility shall éstablish or maintain any

unreasonable differencé as to rates, charges, service, .

facilitiés, or in any other respéct, eithér as between

localities or as between classes of service.”

£ oL exg - s - L . L .. T
While Pacific-is- corréct in obsérving thit differencés in rates
do éxist among localitiés for the same service, such as loécal
éexchange service, the opérativée word is 7unreasonable.” .
Différénces among localities curréntly tariffed aré osténsibly
based on reasonable differencés in thé cost of délivering theé
service in differént locales. Pacific’s cost support for Advice
Letter No. 15603 is presénted in an aggregate form. CACD staff
requested cost data to be analyzéd for Northérn and Southern
California separatély, but were told this segregation could not
reasonably be made. Thereforé, it could not be déetermined that
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there are reasonable differences in the cost of deliverin _
intrastate interLATA Diréctory Assistance (DA) sexvices tg IECs
in Northern and Southern California. In the absence of such a
showin? of réasonable differénces, the mandaté of P.U. Code
Sect. 435 (c) nmust bhe obseérved.

FIND S

1. In its Advice Letter No. 15603, Pacifio seeks t6 réduce the
ratée for intrastate interLATA Diréctory Assistance Sérvice to
IECs in Southern cCalifornia by 27%.

2. This reduction is in direct respo?se to commission

authorization in D.8%-03- 051 {stay 1{fteda in D.89-07-032) for

GTEC to offer the sameé service in Southeérn California at a rate
f $.245 per call versus Pacific’s $.33 plus transpért per call

3. Intrastate interLATA IEC Diréctory Assistance represents 5.6%
of Pacific’s total Diréctory Assistance volumeé, and the
contended Southern california VOlunes represent apgrokimately
1.46%. The projectéd révénue loss is about $2.5 million.

4. Public utilities Code Séction 453 (c)'Statesl

*No public utility shall éstablish or maintain any

unreasonable differenceé as to rates, chargés, service,
fa0111t1es, or in any other réspéct, eithér as hetween
loca11t1es or as between classés of service._

5. Pacific fa11ed to prov1de data demonstratlng reasonable S
dlfferences in the cost of providing IEC DA service in Northern
california and Southérn California.

6. Therefore, it could not be detérmined that there are
réasonable dlfferences in the cost of dellverlng intrastate
intérLATA Diréctory Assistance (DA) services to IECS in Northern
and Southern California.

7. In the absénce of such reasonable dlfferences, thé mandate of
P.U:. Codé Sect. 435 (c) must be observed.

THEREFORE, IT IS ORDERED that: T

Paciflc Bell’s Adv1ce Letteér No. 15603,'fiiéd on Séptéﬁbér-
15, 1989, is re]ected. '

I hereby certify that. this Résolution was adoptéd by the Publlc :
Utilities cemmission at its regular meetlng 6n Novémber 3, 1989.
Thé following Commissioners approved it ﬁl*’i

W

G. MITCHELL WilK
Piesident
FREDERICK R. DUDA 2o :
STANLEY \Y. HULETT , WESLEY FRANKLIN
JOHHN B. OHANIAN Actlng ‘Executive Director
PATRICIA M. ECKERT RO 3 ‘
Commissioners . ,-»'_.‘,._-;\‘\i?




