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PUBLIC UTILITIES: COMMISSION OF ~ S~~ OF CALIFORNIA 

COMMISSIONAOVISORY & COMPLIANCE DIVISION RES OLU'I' I ON 1'-14972 
Telecommunications· Branch July 1, 1992 

RESOLU'I'ION '1'-l4972. PACIFIC BELL:.. REQUEST' 1'0 
GRANDFATHER IDENTIFIED OUTWARD DIALING SERVICE:. 

BY ADVICE' LETTER ·'NO·.· 1623:S',FILEP'" MAY 8,19'92· 

S:Ql:D0RY 

Pacific Bell (Pacific), by Advice Letter No. 16·238 and· Supplement 
A filed· June 15·, 1992 reques,ts authority under provisions 0,£ 
General Order No. 96-A (G· .. O. 96.-A) to revise Sc:'hedule Cal .. P .. U.C .. 
No~ AS" .. 3 .. 5·,Identified Outward Dialing (IOD') from. PBX Sys.tems. 

The City o·f Salinas filed a protest to· Advice Letter No. l6238· on 
June 5·,. 19·92 .. '. Pacific filed its response to the C£ty of Salinas 
protes.t on June 9, 1992 and revised Advice' Letter . No· .. 16.238: on: 
June' lS·, 19·92·... As a result of the revised filing, the City of 
Salinas withdrew its protest.. . 

. . 

This. Resolution authorizes Pacific to· revise Tariff· Schedule No. 
AS, .. 3· .. .s. to· dlscontinue.the'.offerinq. of IOD service to new or 
acid£tionaleustomers:.Paeif1c ,es·timates,the revenue' impact of 
this filinq for 1992 ,to· be neqligible... ' 

BACKGROUND . 

IOO service allows a PBX'eustomer to receive telephone· b1lls 
~eqreqated amonq·PBX station numbers rather th4n directly to the 
pilot or main n'Ul1\ber associated with the PBX qroup.. IOD allows 
the c.ustomerthe . means o·f allocatinqtelephone cost (charged 
calls) to, individual station us cars or department users to better 
c:ontrol costs.. . . 

Pacific proposes to grandfather IODservice bec:ause of a 
declininq demand for·the servic:e, a'decline thatPac:ific: says is 
the result; of·. two· factors·;: (1) tec:hnoloqic~l advanc:esthat render 
the.serviceobso:lete and·~·t2')·b'illinq ·errors·:that. resul t from 
customers" incorrect'ly .4s:s.1qninq· st·."tion : numbers to· the'ir PBX . 
extens.tons~ " .. ' . . ..... ,' , . . . 
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Pacific ind'icates that technologically comparable features to IOD 
are now available on Customer Premises Equipment (CPE) and are 
provided by some PBX vendors. as· an, enhancement to. the;1r'PBX 
systems .. 

Pacific compiled information on several co'l'tllnercially available 
alternatives to, its IOD service and.' found:· the alternatives to be 
eompetitive wi:th IOO·. " P'aeific, cites two . examples.· of a priee 
comparison between IOOand' two alternative commercial services: 
provicl.inq the same features, .. , In each case· the' commercial, 
alternative was able toprovicle more feature capabilities than 
IOOservice, at a lower price. 

Pacif.ic also says that,. with divest:i.ture" it lost control of 
main.taining and managing.the station numbers· ass.igned in the 
customer-owned. PBXs thereby increasing the potential for billing 
errors.. S:ince dives.titurePaeificas,s.igns a customer a block o,f 
numk>ers to· be used. for s,tat.i.on extensions in the PB::.c_ The 
billing error occurs when the PBX cus·tomers, assign stAtion 
extension numbers outside of the number rAnge aSSigned. them .. 
When the s.tation extension makes a toll call, the call is billed 
to the stationass-igned.' the nUl'l'lberbyPac:ifie, not the 
incorrectly as,signed,.s.tation, nUl"l'lber. If the s,tation number is an 
unassiqnedor incorl:'eetly assiqned station number, the results. 
may be a 10$.5- 'of . toll: . revenue, to Pacif.:tc andlor increased. labor ' 
expenses to investigate the incorrectly billed or' unidentified 
mess,aqes • ' 

In 4ddition, incre4sed competitiveness in this market has caused 
approximately 18% average annual d.ecline of in-service volumes 
over the last three years.. Pacific forecasts a continuation 0'£ 
the 18%· annual decline of volumes for IOO service. Because of 
theeontinued' loss o,f revenue from a,', decreasing number of IOO 
accounts"the, billinq, 'error problems. and. the'irf1scal impact, 
Pacific proposes to'·,d"iscontinue offering new or add.:ttional ,:COO 
service... l'he followinq . limitations and. .conditions would. apply to 
IOD service::' 

'0· No neW-orders from· new cus.tomers. Will be accepted .. 

0' Additions, part'ial removals:, and changes: to, the existinq 
service will .. be parmi tted .. 

NQng" 

Paci'fic has mailed a copy of the Advice Letter, and related tariff 
sheets ,to: .competinq 'and.: ad.jac:ent utilities and/or' other 
utili:ties, and interested'parties. .' , 

.. • I , 

' • . j.,'. 

;.} :'. 
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Advice Letter No. ·16·23,8: was listed in the Commission's Daily 
Calendar of May 12, 19'92~, In. addit1on, IOD customers were' 
notifiedo,f the' proposed: chanqes, , in a direct mailinq on. May 8, 
199,2'. 

E.ROTES:tS, 

'The City of Salinas filed a protest to' Advice Letter No.. 16238~ on 
June 5,,1992 .. ,.The City of Salinas, recommended that, the 
Commission reject Advice Letter No,. 15,23,8:.: The reasons qiven for 
this recommendation were: 

o No, new orders for" lot> service will be accepted .. 

o Changes can'be made to existinq'services but only at the 
same premises.. . 

. The City of Salinas states that this approach, of not provid'ing 
IOD service for ,new or additionalte'lephones,does not meet its 
need. for fullanci accurate-call information .. 

" 

Pacific's initial response is sutrU'llArized'as follows: 
. . . . 

o Pacific' has' not ,requested to' . discontinue IOD~, service; but 
only' to· provide it at the present level to existinq 

customers ~ . 
. . ' , 

o Pacific has, onlY'received one order'for IOD' service' since 
Janua:r:y1991;and'none from. the City of Salinas since 
November, . ,19'9 0.' , 

0' There. are many commercially, available- alternative products .. 

Pacific supplemented Advice Letter No:.. 16,238: . removing- the 
proposed' IOO", service· restrictions, which-were, obj'ectionable to the 
City of Salinas.. ' , , . , " 

ABa' result, o;f:: Supplement A;. the City of Salinas withdrew its 
protest to· Advice Letter No. 1623'8-

DISCUSSlON 

Pacific states that the IOO product is nearing the end o£ its 
life cycle. There are several alternatives to' Pacific's IOO 
service available in the market .place that ·o,ffer more feature 
capabilities .. and at a,lowerprice. Pacific's cu~tomer base for 
this·servicehas been'decl'ininq in recent years due to 
technoloqical advances· provided by' cps. 'l'he customer decline is 
expected to continue. ' 

In addition, Pacific states its loss of control 0'£ CPE has 
created an environment for potential billinq errors associated 
with the IOD product .. ' ,Unidentified toll message investigation 

. for 'b'illinq errors,' althouqh:verylabor intens.ive,. still doesn"t 
ensurethat',mes.'sageswill'be, correctly' billed:. , ,When the: billing 
error ,,:,invest.!qation ,does:. ,not, cliselosethe" correct:" billing,' .'. ' .. 

r,' ", ,', ,'" " '.' ' 

• , I,' 
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account" the revenues are written' off. and ,Pacific aDsorDS the 
loss·~ 

Pacific' studied several potential solut1ons toth& billing 
proDlem. and concluded:', 

o No workal:>le administrative solution exists,. 

o The technical solution identified was deemed too costly. 

Pacific's customers have competitively priced alternatives to 
Pacific's· tariffed. IOO service that'provide the customer more 
capabilities. at .. a lower price. Assuming this' is true, existing 
customers would be expected to, migX'ate to, the less expens,ive 
alte:rna.tivesover time and there would be a greatly reduced need. 
to continue the service. 

Pllc,1fic proposes grancifatheringthe IOD product, and indicates it 
may request authorization 'to withdraw the service at the end of 
two' years ,depending on the nUl®er o·f customers" if any,. still 
subscribinq to' IOO'. 

The City of Salinas filed. a protest to Advice letter No .. 16238 on 
June· 5~, '1992'.. The protest" although not filed within the protest 
period, was accepted by the Commission Advisory and Compliar.ee 
Division Staff (CACt» on its merits ... 

Ouring negotiation between Pacific and the City of Salinas in 
which representatives of the Telecom Branch of CACD acted as a 
mediator, Pacific vo-iced its concern that if existing customers 
were allowed to plaee new orders or too, change their present 
service" effectively expanciing its IOD serv:i.ce,.the billing 
problem will continue to, increase.. However, Pe.cific e.qreed tMt 
these concessions. should he.ve little ;i.rnpe.ct,., since cnly one crd.er 
for. new IOD service he.d., been received s·ince Janua:ry, 199'1 e.nci 
none front the- C'ity a,ince· November, 19'90,. ,Pacific therefore 
agreed to ta)c:e new orders for IOD servic:e from existing custome:cs 
and> to allow existing customers to make changes·to· their axis.ting 
IOD service. ' 

We agree with these chang-es proposed in Supplement A of Advice 
Letter No. 16.238 and with Pacific's assertion the.t IOD is in the 
declining stage cf its. product life due to the availability of 
PBX systems with increasing sophis.tication and' eapal:>111ties ~ As 
further inc:iication" of the declining dem4nd" for IOO se:vices., no 
new' IOD: servic,es have been ,installed' since. January 1',1991 .. 
'I'her.efore~iwe,w:tll authori.ze.Pe.c.if1c'to limit providing-IOO 
s~rv:ice't~exis.ting" custome:;s"as ,itreque'sts .. ' .' 

''',: ,. I" 

.: .. - .' ,I '"'.' 
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lh~Cl~ 

1. Pacific's e~istin9 roo serviee is less competitivo thQn ' 
existing commercial a1ternatives~ 

, , 

2." 'rhere are '" less' expensive alternatives to XOo serviee available 
to, cus.tomers .. , 

3 .. Pae'ific"s 'average in-service volumes, foX' XOO'service have 
declinecl 18,% 'annually, oveX' ,the- pAS.t three years,. ,'~ 

" - • I '.' '. • 

4. Pac'!f1e has received-only one order for new IOO service' since 
January, 199:1-." - -

"5. 'rhe 'rato~,' ,charqes.', ,terms and' c:ondit1ona authorizodin this 
Resolution are just and r~asonable._ 

• • ,,"! , , , 

THEREFORE" IT IS ORDERED' that: 
" , 

1. Authority is granted to mAke' Adviee Letter' No., 16,238, 
Supplement A and the'assoeiated tariff sbaets effective on July 
2, :'9'92. ' , ' 

2. 'rhe Advice Lettox:' tariff sheets:authorize<1herein shall be­
maX'kedto show' that,'s-ueh sheets were, authorized by' Resolution of 
the Publie Uti11tie8CoJrlnU:ssio~ of the Stateof'California No. '1'-, 14972. " , 

Tho cffoetive dAte 'o,f this Ri::solution, is today., 
, ' 

I-certifythatthis-Resolu.ti~n'was: adopted by,the Publie 
Utilities:, CO.nmiss,,i,on:,:atits,reqularmeet-1ng on 'July 1, 1992.' 
''l'ho:,fO:llO~.:t~9';COmm.iS'Si~~ersapproye~'_::l.t,t" : ' ' ' 

t,' . I •• " ," ",' 
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