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PUBLIC UTILITIES COMKISSION OF THE STATE OF CALtFORHL\ 

COMMISSION ADVISORY ~D COMPLIANCE DIVISION RESOLUTION T-14007 
Telecommunications Branch November 3; 1989 

BE~~L!lT'!QH 

RESOLUTION T-146oi. PACIFIC BELL. ORDER AUTHORIZING A 
cOltTRACT CoVERiNG THE PROVISION OF CENTREX AND INSIDE -
WIRE SERVICES TO SUTRO & 00 INCORPORATED. 

SUMMARY 

Pacific Bell (Pacific) i by Advice L~tt~r -UO. 1561.'4:, fiied .. 
october 4, 1989 requests authoritr und~t .the provisions. of. _ - ~ 
General order NO.. 96-A (G. 6. 9_6-i\ ; and Decisior..-· No. ·88-o.9~059 -to -
deviate trom fi~ed tariff schedules in oider to provide sutro-& 
Co. Incorporated -(sutro) with Centrex service and inside ""ire-
under contract. This R-es6lutioh authorizes the contract which 
Paoific estimates willre~;uit in- a decrease in afiriual--r~vel'lues 
for 1989 of appro}{imtitely $28,100. No protests to this Advice _ 
Letter have been tiled. . 

• BACKGROuND 

• 

In 0.88-09-059 the Commission 'adopted a mociified -Pha'se I 
Settlement (~ere~nafter referred to as the (settlement». U~der 
the provisions of the Settlement,-the LOcal Exchange c6mpanies 
(LEes) are ~llowe9 to prov~de ce~tain se~ices,such as centrex 
service, under the terms. of. contracts betW'e~n LECs and .. ' 
custom¢rs. The Settl~ment provides that. such contracts become 
effective upon authorization by-the commission. . • 

Appendix,Abf D.~8-09-:-()59 ~ets forth it process aitdre~ir~me~ts
for the filing, of advice letters requesting a:ut~orizat::ion of 
customer specific contracts. . such requirements include: .. 

-The contr~cts do not becom~ effective untiiauthorized by 
commission resolution.' -. .._ 

- 'LECs,may reque~t _'conf.id~·~ti~ltre~tm~nt of. wQrkpap~;rs~nd: 
supporting ·cost documenta-ti6n. Parties t6the' settlemeht~ 
other ~han the Division of Ratepayer Advocates (DRA) must 
enter into protective agreements to obtain such workpapers 
and/or documentation. 

- Each contract shaii cover the costs of the services 
proVided under each such contract. 

contracts must contain ~appropriatew services . 
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- The methodology for determining CQsts shall be either fully 
allocated or d rect embedded. 

- For paoifio's centrex service, t~e prl~e may in no eVent',<Jo 
below the price of the single-line bUSlness rate, plus the 
multi-line End User Common Line.charge per line (lMB+EUCL). 

- Tracking procedures will be set up to validate costs. 

- coQtracts are to be used only in unusual or eXceptional 
citcumstances. 

Advice Letter No. 15614 c6ntains a customer speoifiQc6~traqt 
quite similar to ~hat which was approved, br the Commissi9n fO:~ .. 
Dean witter Reynolds on september 7, 1989 nResoluti6n T~1.3()9~i. 
The contract filed under Advice Letter No. ·15614 covers the. .' 
provision of centrex serVice and inside wire to $utroat its two 
san Francisco locations and its Los Angeles location. centrex 
service is a central otfice basedcomm~nications system equipped 
with primary stAtion lines capable of'direct in and out dialing· 
of calls with optional features. . 

under the tennso! the sutrocontract, Paoific agree~ 'to, provld~ 
sutroj who c~rrently receives centrex s~rvi¢e ~nde~ tariff, with 
centrex service for a periOd of 5 years. For the first yea~ , 
under the contractpa.cific will provide the customer with 456 
Centrex lines in San Francisco and 180 centrex lines in Los 
Angeles. During the second through fifth years the contract 
provides for the addition of 40 ad,ditional lines in Sail 
Fr~n{dsco, (at a growth rate of 10 lines per year) and ~() ,:, 
additional lines in LOs Angeles (at a qrowth rate of 15 lines 
per year) to the customer'~ se~ice~ The monthly rate~ for each 
month of the 5 year term Of the contract are approximatley , 
$7,4.56 for san F~ancisc6 and $3,18~ for 1.0$ Allgele$. These, ... 
m~nthlyrates reflect the initial lines and the additional 11~es 
~dded during each year of the contract. Paoificindicates that 
cOnimlssion authorization of this contract wiil result in an.' 
estimat~d decrease irta.nnua.l.revenues for·1989'of approximately 
$28,100, The inside wire which is includ~d in the contract is 
existing_and was. paid for when st;lrVlce to the customer was, ... ' 
initiated. The inClusion of inside wire in the contract has'no'., 
impact on the costs and/or revenues associated with the centrex 
services involved. 

!- . 
PRO'I'ESTS 

No protests have been filed on pacific's Advice Letter No. 
15614. 

DISCUSSION 

The sutro contract, in accordance with the require~ents of 
Appendix A of D.88-09-059, contains the necessary langUage which . . 
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conditions its approval up6T'l Commission auth6rizati6~, ,. paoifio, 
in its Advice Letter, has requested confidential treatment of ' 
workpapers and supporting cQst docUmentation, and a revi~w of . 
the sutr6 contract itself in~icates that the contract does not 
contain a service listed as inappropriate under the provisions 
of Appendix A Of 0.88-09-059. 

Based on a review of the workpapers and supporting documentation 
provided with the sutro contractt.it appears that them~nthly· 
contract rates of $1,455.60 and ~3,la6.00 for b6th the san' 
.Franc~sco and Los Mqeies. iocations, ~espectivlYl· do. rec6yer .. the 
speciflo,cost~ of provid~nq centrex and.in~ide \rI re. seryices.t9 
sutro. based on a direct embedded cost analysis. FUrther, the·; 
monthly ,rates per line (e)(cludinq nonrecurring charqerevenues) 
under thecontra9t are 9rea~er than the single line busirte~~. . 
rate plus themulti-:-line .End User CC)Jrunon Lin~ (1MB+EUCt) rate. 
The contractualra.tes and charges are e~cluded from the Ruie No. 
3J surcharge ~echanism'in order to provide the customer·with a 
fi>led rate and t9 prevent the application Of surer-edits which 
could move the contractual rate below the sum of the lKB+EUCL. 

With ~e<Jard'to tracking proced.ures required by o. 88~69~659, 
Pacific states in. the Advice Letter that Paoific will be· . 
tr~ckiilg x~cur~ing. ~l~lin~~,. n?~re~urri~9 ~i~lin9sl In-service' 
volumesi . 1nward movem~~t volumes" recurrinCJ costs( ,and. ...' .. 
nonrecurring costs, and.will pr9vide an in1tial s1}C~m6nth, report 
and subsequent annual repOrts to the commission doctimenting·the 
tracked data. . 

The provisions Of Appendix A' of D. 88~09-059 also requite that 
customer specificcontra.ctsare to be used ·onlY in uiJ.\lsual' 9r 
exceptional ~ircumstartces· (Appendix A page 14). In the Advice 
r.et:ter, Pacific states, 

NA special contract is required in thise>cceptional 
circumstance giyen the fact that this customer asked· 
pacific for a fixed price th~t ~oul~,he competitive to 
other vendors. Pacific could not offer this type of . 
price under thec;uirent tariffs, and therefore offered 
a customer customer specific.- . 

~The terms ant). c6ttditloJis Of this'~ontra~t iii~\~~'ecrtii· 
and unique and should.. nqt be considered prec~dentiaL . 
The statements in the Advice Letter are uniqUe to this 
contract an~ shquld alsp:not be considered . 
precedentiaL""'- ""- .. -- ." 

The assertions by Pacific that the customer reqtiiit!s a·cuf?tomer 
specific contract for competitive pricing purposes over PBX. 
alternatives appears to form a reasonable basis on which to'· . 
determine that an exceptional circumstance exists whichwarrarits 
the provision of such a contract tor centrex service to Sutio •. 
We note that this determination is made with regar~ to sutro 
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based on the assertions made at this time concerning sutro. We 
agree with Paoifio that such a determination tot sutro sh6uld 
not be considered an~ will not he considered br this commission 
as establishing a precedent fOr similar determ nations for . 
subseqUent contracts with other customers for telecommunications 
services. 

D.88-09-059 states that IIfor paoifio's centrex, the price may in 
no event go below the price of the single-line business rate 
pius the multi-line EUCL perliine. 1I The following two questions 
have arisen concerning this fequirementt . 

1. What is the appropriate ·price- for Paoific's centre~ 
which should be compared to the price of the IMs+EUCL?· 

2. Is the 1MB+EUCL floor rate fi~ed or does it float? 

In Resolutions Nos. T-1309i (New York Life Centre~ contract) and T-
13092 (Dean witter Reynolds, Ino. centrex contract) both dated 
september1t i98~ we addr~ssed both of these questions. ·With 
regard to the first question we determined in these previous 
Resolutions that revenues from nonrecurring charges must be. . 
exclUded from the c6ntr~ct,rate before. comparing th~ contract, ~ate 
to the iMB+EUCL. with ~egardto the second qUestion we determined 
tha.t as the 1MB+EUCL floor rate ch~nges during the life; of 'the ... 
contract, the contract rate may have to be adjUsted so that at no 
time will the contract monthly rate per line, less nonrecurring 
charges, be lower than the then current !HS+EUCLi The p~rp9se of 
such rate adjustments is to provide for a level playing fie~d 
between the.centrex rates offered Under a customer specific 
contract and the rates for lHBs as,well as PBX trunks which are the 
principle, competitive services tor centrex., In Resolution No. T-
13069 (Grea.t western Centrex contract) based on the premise that a 
contra.ct rate which is subject to change may not mee~ the ~eeds of 
customers, we adopted an alternative means of.providing a level 
playi r-9 fiald, This illternatiye required pacific to offer to ,.' 
provide the customer deaveraged PBX trUnk rates under cOntract.with 
rates ~etermined,by·the sa.me cost methodOlogy used to·determine the 
contract centrex line rates •. -Per Resolution No.' T-13069, this '. 
requirement to offer to provide deave~aged PBX trunk:rates applies' 
to. ail een~rex. contracts. which were signed oil or after Kay· 2? i:' 1989 
which prov1de for a fixed rate centrex contract rate. In;· . 
Resolutions Nos. T-i3091 andT-13092, we provided tor all¢ontracts 
signed:prior, to Hay~ 26, .1~?~ .. ~n .a~ternative to .havin<} a· cOiltract : 
with rates subject to'change~ This alternative prov1des for a 
waiver of the reqUirement that the centre~ contract rate may at no 
time be lower than the current iKB+EUCL 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 rates determined by the same cost methodolOgy used to 
determine the contract centrex line rate. since the sutro contract 
was signed prior to May 26, 1989 we will also provide for the same 
waiver alternative to be applicable to the sutro ccntract. • 
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• FINDINGS 

• 

• 

We find that: 

1. On Ootober 4, 1989 Paoific Bell tiled Advice Letter No. 15614 
requestinq commission authorization to provide for the oltering of 
centrex service to sutro & Co. Incorporated under a customer 
speoific contract. 

2. Appendi~ A of o.SS-O?-059 and G.O. 196-A set forth certain 
requirements for the til~n9 of advic~ iette~s requesting 
authorization of customer specific contracts. 

3. Advice Letter No. 15614 (Advice Letter) C6nfo~st6 th~ 
requirements of Appendix A Of O.S8-09-Q59 and G.O. 96-A. 

a. The sutro contract states that the contract will not' 
become effective until authorized by the Commission, 

b. The Advice Letter and the sutro contraot are public
documents. 

c. Pacific ~equests in the Advice Letter t~at the ~orkpapers 
and supporting cost documentation ~ssociated wlth the 
sutro contract be treated as confidential. 

d. Pacitic has offered the parties to the~Phase:I settle~ent 
in I.87~11~033 the opportunity to receive and review the 
workpapers and ~upportinq documentation as6ciated with the 
Sutro contract,if such a party (except ORA) first enters 
into a protective agreement. 

e. The sutro contract proVides tor the offering of centrex 
and inside wire services which are appropriate services 
for offering under a contractual arrangement. 

f. The rates and ch~rges s~t forth in the sutro co~tract 
cover the cost of providing the centrex and inside wire 
services offered under the terms of the contract. 

g. 1-he methbdoluqy useci:by P~oitic tC; <:le"leiopthe costs'of': . 
providinq C~ntrex and inside wire-services to sutro under 
the terms of the contract are based on the direct 
embedded methodo16gy. ~ . 

"-,.~ .-- .,. " ........ "-:; .. - -- ... "---~:.::''''~'..:' ~~ _.-.... ~."~.".. . -," ~ "-~~ 
h. The pr1ces· per--m:onth per ll.ne tor Centrex seriicesf6r 

sutro under the terms of the contract are higher than 
the sum of the present one-party business measured 
service rate and the multi-line End User Common Line . 
charqe per month per line • 
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1. The Advice Letter indicates that the costs and. revenu.es 
assooiated with the provision of Centrex and inside wire 
services to sutro under the terms of the contraot will 
be. tracked. 

j. A contract is required for SutrobecaUse the customer, 
who was seeklng a competitive price tor its existing 
centrex, was not satisfied with the prioing options 
provided for under Paoific's tariff. 

4. The surcharge/surcredits set forth in pacifio's tariff 
Schedule Cal. P.U.C. A2, Rule No. 33 do not apPly)to the rates 
and charges covered by the sutro contract. 

$. Before comparing the contract rate to the 'IKBtEUCt the 
nonrecuring charges must first be eXcluded. ' 

6. The monthly rate for this con~ract is subject to chang8'so ' 
that at no time during the life of the contract will the monthly' 
rate per line, le~s nonrecurring charges, 'be lower than the then 
current IMB+EUCL floor rate. 

7. The requirement. as e){pressed in Fincil.ng NO.' 6 is waived,.if 
'Pacific provides writt~n dc?cumEmtatioI1 that the c~stomer has" 
been given an alternate offer by pacific to provlde deaveraged 
PBX trunk rates under contract with rates determit\ed hy t.he's"ame 
cost methodology used to determine the contract cent~ex line 
rate. 

8. Authorization of ,the sutro contract wiil result in an 
estimated reduction in Paciticis 1989 annual revenues of 
approxinately $28,iOO. 

9. commission authorization of the Advice Letter and'the sutro 
contract do not establish precedents for the contents'of,these 
filings or for commis~ion approval of similar requests. The 
Commission approval of the Sutro contract is based on the 
specifics of the sutro contract. 

to. ,The rates, charges, ,terms and conditions of the c~ontractuai 
service authorized in this resolution are just and reasonable; 
therefore, , ' 

IT IS oRtnmED that: 

(1) Authority is granted to make' tbe{ above Advice Letter and 
contract effective on November 4, 1989, subject to the: 
conditions set, foith iIi' Findings 'Nos. 4-, 5; 6 and 7, . 

(2) The Advice Letter and contract auth~rlzed herein ,shall be 
marked to show that an Advice Letter was authorized under ' 
Resolution of the Pubiic utilities commission of the state 
of california No. T-14007 • 
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~ The effective date of this R~solutiQn is' today. 

~ 

I h~rebY certify that this ResQlution was adopted by the'PUblio 
Utili~ies cOMmission at its regular ~eetinq on November 3, 1989. 
The following Commissioners approved itt 

. O. MITCHEll WlLK 
" -'. P(estdMt " 

FREDERICK R. DtJOA' 
STANLE'{ W. HULETT 
JOHN B. <>HANlAN' . 
PATRlCtA M. eCKERT 

CommiSsJOOers 
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