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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA -

COMMISSION ADVISORY AND COMPLIANCE DIVISION RESOLUTION T-14612
Telecommunications Branch November 22, .1989

RESOLUTIOR

pacific Bell. ORDER AUTHORIZING PACIFIC T0 PROVIDE =
CENTREX AND INSIDE WIRE SERVICES TO DENNY’S INC. UNDER
CONTRACT. -

SUMMARY

Pacific Bell (Pacific), by Advice Leétter No. 15617, filéd - .
October 12, 1989 réquésting authority undér provisions of General
ordér No. 96-A (G.0. 96-A) and Déoision No. 88-09-059 to deviate
from filed tariff schedules in order té providé bDenny’s Ino. -
(Dénny’s) with cCentrex sérvice and insidé wivé service under a
customer spécific contract: This Résolution authorizés thé . -
contract which Pacific eéstimatées will result in an increéasé in-
annual reveénué of $57,963 for éach yéar of theée contract. No
protests to this advice letter were filéd. -

ACKGROUND

In D, 88-09-059 thé Commission adopted a modified Phase 1
séttleémént (heréinafter refeérred to as thé (Settlémeént)). -Undér-
thé provisions of the Settlémént, thé Local Exchangé Companies -
(LECs) areé allowed to providé cértain sérvicés, such as Céntreéx
servicé, under thé térms of contracts betwéén LECs and customers.
The Settleémént provideés that such contracts bécome éfféctivé upon

authorization by thé commission. S
Appendix A of D. 88-09-059 séts forth a grocess.aﬂd'fé"iréméﬁts
for the filing of advicé létters requésting authorization of: :
customer spécific contracts. Such réquiréments included .. .-

- The contracts do not becomeée effective until authorized By
commission resolution. ) IR

LECs may request confidéntial treéatment of woérkpapérs- and -
supporting cost documéntation. Partiés to the Seéettleémént,
othér than thée Division of Ratépayérs Advocates (DRA) must
enter into protective agreements to obtain such workpapérs
and/or documentation.

Each contract shall cover thé costs of thé sérvicés provided
under eéach such contract. ' '




contracts must contain 'appiopriate' services,

Thé methodolog¥ tor determining costs shall be éither fully
allocated or dlrect embedded. '

For Pacific’s Centrex servicé, thé price may in no event go
below the pricé of the singlé-liné business rate, plus the
multi-line End User Common Liné Charge per line (1IMB+EUCL).

Tracking procedurés will be sét up to validate costs.

Contracts aré to be used only 1ﬁ‘hnusua1-6f excéptional
circumstances. o

Advicé Letter No. 15617 contains a customeér specifio contract .
quité similar to that which was approyvéd b thé Commission for
Dean Wittér Reynolds on Séptember 7, 1989 in Resolution No. T -
13092. The contract filed undér Advicé Letter No. 15617 covérs .
the provision of Centréx service and inside wiré to Dénny’s at.
the customér’s location in Irvine. Céntréx is a céntral office -
based communications s¥stém equipped with primary stations lines
capablé of réceiving direct in and out-dialing of calls with .
optional features. _ - S

under the terms of thé contract, pPacific agréés to provide " ..
centrex servicé (745 linés and optional features) and inside wire
service to Denny’s for a period of fivé years for a lump sum’-.
payment of $458,957, Pacific indicateés that thé Commission -
authorization of this contract will result in an estimatéd -
incréase in annual revénue of $57,963 for éach year of the
contract. ' .

PROTESTS

No protests have béén filed on Pacific’s Advice Letter No. 15617,
DISCUSSION ' ) R

The Denny’s contract, in accordancé with the réquiréménts of . - -
Appendix A of D. 88-09-059, contains thé nécéssary language which
conditions its approval upon Commission authorization: . Pacific,
in its Advicé Létter, has reéquéstéd confidéntial treéatmént of .
workpapers and sugporting‘cbst documéntation, and a réview of the

Denny’s contract indicates that the contract doés not contain a
service 1isted as inappropriaté under thé provisiéns of Appeéndix

Based on a reviéw of the workpapeérs and supporting documéntation
providéed with the bénny’s contract it appears that the ... -
contractural ratés do recovér thé spécific costs of providing
centréx and inside wire servicés to Dénny’s baséd on a direct
émbéddéd cost analysis. Furthér; the monthly raté per 1iné -
(excluding nonrecurring chargé révenues) undér thé contract are
greater than the single liné businéss rate plus the multi-line




End Usérs Common Liné (IMB+EUCL) rateée. Thé contrasctual ratés and
charges aré exocluded from the Rule No, 33 surcharge mechanism in
order to provide the customér with a fixed raté and to prevent
the application of surecredits which could move the contractual
ratée below the sum of thé IMB+EUCL. '

With regard to tracking procéedures réquired by D. 88-69-059, .
pacifioc states in the Advice Létter that Pacifio will bé tracking
recurring billings, nonrecurring billings (where identifiable), -
in-service volumés, inward movemént volumes, récurring costs, and
nonrécurring costs, and will provide an initial six-month,reggrt
:ﬂd iugsgqgent annual reports to the Commission documenting the
racke ata. . . T

Thé provisions of Appendix A of D 88-09-059 also requiré that

customer specific contracts are to bé used only in unusual or
exceptional circumstancés {(Appendix A, page 14¥. In the Advice
Letter, Pacific states, S

»a special contract is required in this exceptional
circumstancé given the fact that this custémer =~ -
asked Pacific for a price for the céntréx service -
that would bé competitivé with PBX vendors, bé a =
fixed price for at léast threé Yyears and allow
them to make an up front payment. _pPacific’s -
tariffed centréx would not meet rates, terms and
conditions this customér is requesting.”

»The térms and conditions of this contract are
specific and unique and should not beé considered -
precedéntial. Thé stateménts in theé Advice Letter -
aré unique to this contract and should also not be
considered précedéential.” o

Thé assertions by Pacific that the customer réequirés a price that
is competitivé with PBX alternatives, a price that is fixed and
the ability to make an up front payment  appéars to form a_ -
reasonablé basis on which to determine that an exceptional . -
. circumstance éxists which warrants providing centrex service to
.. Denny’s under contract. Weé agree w th pasific thAt such a.
~ detérmination for benny!s should not bé considéred by this .
. Commission as establishing a précedeént for subséquént contracts
with othéer custonmeérs for telecommunications services. :
D.88-09-059 statés that ~for pacific’s Centrex, the price may in
no event go below the priceé of thé singlé-line business rate, -
plus thé nulti-liné EUCL per line,” The following two questions
have arisen concerning this requirémeént: .

1. wWhat is the appropriate ”pricée” for Pacific’s centréx

which should be compared to thé price of thé 1MB+EUCL?
2. Is the 1MB+EUCL floor rate fixed or does it float?




In Resolutions Nos. T-13091 (New York Life Centréx contract) and
T-13092 (Dean Whitter Reynolds, Inc. Centreéx contract) both dated
Séptember 7, 1989 we addrésseéd both of thesé questions, With -
regard to the first question wé détérmined in these prévious
Resolutions that revenues from nonrecurring chargés must bé.
excludéd from thé contract rate before comparing the contract
rate to thée IMBY+EUCL. With régard to thé sécond question we
determinéd that as the IMB+EUCL floor rate changes during the .
1ifé of the contract, thé contract rate may have to be adjusted
5o that at no time will the contract month y rate per liné, léss
nonrécurring révenues, bé lower than theée theéen current IMB+EUCL:
The purposé of such rate adjustménts is to provide for a leéevel -
playing field bétween the Céntrex rates offéered under a customer
specific contract and the rates for 1MBs as wéll as PBY trunks
which are the principle competitivé services for Céntrex. In-
Resolution No. T-13069 (Gréat western centrex contract) baséd on
the prémisé that a contract rate which is subjest to changée may
not meét the nééds of customérs, wé adopted an alternativé meéans
of providing a lével pla{ing field. This altérnative réquiréad
Pacific to offér to providé the customér déaveragéd PBX trunk
rates under contract with rates detérminéd by the samé cost = .
métholology uséd to detérminé thée contract Céntrex lineé rateés:
Per Résolution No. T-13069, this requirement to offér to provide
déavéraged PBX trunk ratés appliés to all Céntréx contracts which
were signed on or aftér May 26, 1989 which provide for a. fixed
centrex contract raté. In Reésolutions Nos. T-13091 and T-13092,
wé provideéed for all contracts signed prior to May 26, 1989 an .
alternative to having a contract with rate subjéct to changéi.
This altérnativeé providés for a waivéer of the réquirément that
the centrex contract rate may at no timé be lower than the -
currént IMB+EUCL if Pacific provide writtén documéntation that.
the customer has beén give an altérnativé offeéer by Pacific to
providé deaveragéed PBX trunks ratés undér contract with rate .
detérminéd by the samé cost méthodology uséd to détérmine the -
contract centrex liné raté. Sincé the Denny’s contract was -
signéd prior to May 26, 1989 and Pacific has givén thé customeér
this altérnative offer in writing, thé contract rate for this
contract will not be subjéct to changé as 1MB1EUCL changes during
the 1lifé of thé contract. S

FINDINGS
We find that:

1. On Novembeér 12, 1989 Pacific Bell filed Advicé Letter No:
15617 réeguesting Commission authorization to provide for the
offering of Centrex servicé and inside wiré service to Denny’s
undeér a customér specific contract. . ~

2. Appendix A of D. 88-09-059 and G.0. 96-A set forth certain -
requiréménts for the filing of advicé léttérs réquesting
authorization of customer spécific contracts.

3. Advice Leétter No. 15617 conforms to thé requirément of
Appendix A of D. 88-09-059 and G.0. 96-aA.




The Denny’s contract states that the contraoct will not
become effective until authorized by the Commission.

The Advice Létter and the Denny’s contract are public
documents, -

Pacific reguests in the Advicé Lettér that the workpapers
and supporting cost documentation assooclated with the
Denny’s contract be treated as confidential,

Pacific has offéred thé partiés to the Phasée I Settlemént
in I. 87-11-033 thé opgortunity to receive and review. _
workpapérs and suipOrt ng documéntation assoofatéd with the
Denny’s contract if. such a party (éxcépt DRA) first énters
into a protéctive agreément. :

Thé Dénny’s contract provides for the offering of céntréy
and inside wiré services which are appropriaté services for
offéring under a contractual arrangeénent. :

Theé ratés and charges sét forth in thé Denny’s contract
covér the coést of providing the Céntréx and inside wire
sérvices offéréd under the térms of the contract. -

The méthodology uséd by Pacific to develop the costs of .
providing Centréx and inside wire sérvicés to Denny’s under
the térms of the contract are baséd on the direct embeddeéd

méthodology. . :

The pricé pér month pér line for céntréx services for -
Denny’s undér thé térms of thé contract is higher than the
sum of thé presént oné-party business measuréd seérvicé rate
and thé multi-linée End Usér Common Liné charge per month-
per line. -
Thé Advice Léttér indicatés that thé costs and réevenueés -
associateéed with the provision of Céntréx and inside wire
:ervicgs to Dénny’s undér the terms of the contract will be
racked. E :

A contract is requiréd for Dénﬁ¥?s bécausé thé customer
t

requirés a price that is compétitive with PBX alternatives,
a pricé that is fixéd and the ability to maké an up front
payment. Thésé customer réquiréments are not mét by .
Centréx and inside wire services availlable under pacific’s
presént tariffs.

- 4, The surcharge/surcrédits sét forth in Pacifié’s Tarift
Schedule Cal:. P.U.C. A2, Rulé Noé. 33 do not apply to the rate and
charges covered by the béenny’s contract. ’

5. Before comparing the contract raté to the 1IMB+EUCL the
nonrecurring charges must first be éxcluded. 7

6. Authorization of theé Denny’s contract will résult in an
estimated incréase in Pacific’s annual revenue of $57,963
for each year of thée contract.




7. Commission authorization of the Advice Lettex and the Denny'a
contract dé not establish précedénts for thé conténts of these

filings or for Commission approval of similar requests,  The
Comnission approval of the bDenny'’s contract is based on the
specifics of theé Denny’s contract.

8. Theé rates, charges; terns and conditions of the contractual
services authorized in this résolution are just and reasonabley
- therefore,

 IT IS ORDERED that}

(1) Authority is grantéd to maké the above Advice Lettér o
and contract éfféctivé on Novémbér 23, -1989 subjéct to
the condaitions set forth in Findings Nos. 4 ana 5.“

(2) The. Advice: Letter and’ contract authorized herein shall
" be marked to shéw that they weré was authorized under-
Resolution of.thé public Utilities Commissién of thé
Stata of california No. T-14012. ,

The efféctive date’ of this’ Resoluticm is tbday. '

X certify that thls Resolution was adopted by . the Public '
Utilitiés commission at its regular mééting on NOVémber 22, 1989.
~ Thé following Commissioners approved itl ,

G. MIT CHELL WILK
Presideit
FR"DERlCK 8. DUDA
- STANLEY W. HULETF
JOHN 8. CHANIAN - -

T T siz'l FRANKLIN :
PATRK?J:H M. EC:;ERT Actl g Executwetoirector
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