PUBLIC UTILITIES‘COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION. ADVISORY & COMPLIANCE DIVISION RESOLUTION T-l4972
Telecommunicatzons Branch July 1, 1992

RESQLUZIQN

 RESOLUTION T-14972. PACIFIC BELL. REQUEST. TO
GRANDFATHER - IDENTXFIED OUTWARD- DIALING SERVICE.

STUMMARY

Pacific Bell (Pacif;o), by Advice Letter No. 16238 and Supplement
A filed June 15, 1992 requests authority under provisions of
General Order No. 96~A (G.0. 96=A) to revise Schedule Cal. P.U.C..
No. AS5.3.5, Identified OQutward Dialing (I0D) from PBX Systems.

The City of Salrnas filed a protest to Advice Letter No. 16238 on
-~ June 5, 1992. Pacific filed its response to the City of Salinas
protest on June 9, 1992:and revised Advice Letter No. 16238 on:

June 15, 1992. As a result of the revrsed frling, the City of
Sal;nas wrthdrew its protest.

This<Resolution authorizes Pacific to revise. Tarrff Schedule No.
AS5-.3.5 to discontinue the.offering of IOD service to new or
additional customexs. Pacific estimates the revenue impact of
th;s flling for 1992 ‘to be nogligrble.

DACKGROUND

IOD service allows a PBX customer to receive telephéone bills
segregated among PBX' station numbexs rather than directly to the
pilot or main number associated with the PBX group. IOD allows
the customer the means of allocating telephone cost (charxged .

calls) to individual station users or department users to better
control costs.

Paorfro proposes o grandfother IoD servxce because ¢f a2
deolrning demand for the service, a decline that Pacific says is
the result of two factors: (1) technological advances that render
the service obsolete. and (2)-billing errors :that.result from

- customers. anorrectly'assigninq atation.numbers to therr PBx o
extensions..-“ , ; ‘
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Pacific indicates that techneologically comparable features to IOD
are now available on Customer. Premises Equipment (CPE) and are

provided by some PBX vendors as an enhancement to their PBX
systems. , ‘

Pacific compiled information on several commexcially available
alternatives to its IOD service and found the alternatives to be
competitive with IOD. - Pacific cites two examples of a price
comparison between IOD and two alternative commercial services
providing the same features. ‘In each case. the commercial
alternative was able to provide more feature capabilities than
IOD sexvice, at a lower price. o

Pacific also says that, with divestiture, it lost control of
maintaining and managing the station numbers assigned in the
customer~owned PBXs thereby increasing the potential for billing
errors. Since divestiture Pacific assigns a customer a block of
numbers to be used foxr station extensions in the PBX. The
billing exrxoxr occurs when the PBX customers assign station
extension numbers outside of the number range assigned them.
When the station extension makes a toll call, the call is billed
to the station assigned the numbex by Pacific, not the
incorrectly assigned -station number. If the station number is an
unassigned or incorrectly assigned station number, the results
may be a loss of toll revenue. to Pacific and/oxr increased labor

expenses to investigate the incorrectly billed ox unidentified
messages. : co el A

In addition, increased competitiveness in this market has caused

approximately 18% average annual decline of in-service volumes

over the last three years. Pacific forecasts a continuation of

the 18% annual decline of volumes for IOD sexvice. Because of

the continued loss of revenue from a decreasing number of IOD

- accounts, the billing error problems and their fiscal impact,
Pacific propeses to discontinue offering new oxr additional IOD

service. The following limitations and conditions would apply to
IOD services: . o e ne _ 7 7

& No new orders from new customers will be accepted.

. service will be permitted.

' o Additions, gartlal'removals;and’éhangés:to-the~existing.

HQIIQE‘ M_‘-‘ o

Pacific has mailed a copy of the Advice Letter and related tariff
‘sheets to competing ‘and adjacent utilities and/or othex
utilities, and interested parties. - - . 2

Sy
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Advice Letter No. 16238 was listed in the Commission’s Daily
Calendar of May 12, 1992.. In addition, IOD customers wexe

notified of the- proposed changes in a direct mailing on May 8,
1992. . _

xﬁgngixs‘ .

The Ccity 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. 6238 The reasonszgiven for
this,recommendation were- .

o No new orders for IOD service will be accepted.

© Changes can be made to existing services but only at the
same premises.

The City of Salinas states that this approach, of not providing
I0D service for new or additional telephones, does not meet its
need for full and accurate call information.

Pacific’s initial response is summarized as follows:

o Pacific has- not . requested T discontinue IOD service: but

only to provide it at the present . level to existing
customers.

o Pacific has only received one order for I0D service since

January 1991, and none from the City of Salinas srnce
November, 1990. o

¢ There. are many'commercially available-alternative products.

Pacific supplemented Advice Letter No. 16238 removing the -

proposed IQD-. service restrictions which ‘were objectionable to the
City of Salinas.

As a' result of’ Supplement A, the City'of Salinas withdrew its
protest to Advice Letter No. 16238.

RISCUSSTON

pacific states that the IOD product is nearing the end of its
life cycle. There are several alternatives to Pacific’s IOD
service available in the market place that offexr more feature
capabllities and at a. lower price. Pacific’s customer base for
this sexvice has been declining in recent years due to

technological advances. provrded by CPE. The customer decline is
expected to continue. .

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

. for ‘billing errors, although very labor intensive, still doesn’t
ensure that messages will be correctly billed. . When the billing
- exzox, investigation does.not disclose the correct billing
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account, the revenues are wrztten off and Pac;fzc absoxrbs the
loss.‘- , .

Pacific stud;ed several potential solutions to the billing
problem.dnd concluded.

o No workable administrative solution exists.
o The technical solution ;dent;f;ed was deemed too costly.

Pacific’s customers have competitively priced alternatives to
Pacific’s tariffed IOD service that provide the customer moxe
capabilities at a lower price. Assuming this Ls true, existing
customers would be expected to migrate to the less expensive

alternatives over time and there would be a greatly-xeduced need
to continue the-serv;ce.

Pacific proposes grdndfatherzng ‘the IOD product and ;ndicates it
may request authorization to withdraw the service at the end of

two- years, depending on the number of customers, if any, still
subscrib;ng to IOD. ‘

The City of Salinds filed a protest to Advice letter No. 16238 on
June -5, '1992. The protest, although not filed within the protest

per;od, was accepted by the Commission Advisory and Compliance
Division Staff (CACD) on its merits.

During negotiation between Pacific and the City of Salinas in
which representatives of the Telecom Branch ¢f CACD acted as a
mediator, Pacific voiced its concern that if existing customers
were allowed to place new orders or to- change their present
gservice, effectively expanding its IOD service, the billing
problem will continue to increase.  However, Pacific agreed that
these concessions should have little impact, since only one oxder
for new IOD sexrvice had been received since January, 1991 and
none from the City since November, 1990. - Pacific therefore
agreed to take new oxders for IOD service from existing customecrs

and- to ‘allow existing. customers to make changes . to their existing
IOD service.

We egree with these changes proposed in Supplement A of Advice
Letter No. 16238 and with Pacific’s assertion that IOD is in the
declining stage of its product life due to the availability of
PBX systems with increasing sophistication and capabilities. As
further indication of -the declining demand for IOD sexvices, ne
new IOD services have been installed since January, 1991.
Thexefore, we will authorize Pacific:'to limit. pzovzding IOD
: service to-existing customers as. Lt requests-,

Sy
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PINDINGS

1. ?acific's oexisting 10D sexvice is less cdmpetitiverthan'
existing commercial alternatives. ‘

2;,Théréiarexless'expéﬁsive alternatives to IOD sexvice available
to customers.. : : - : :

3. Pacific’s average in-service volumes for 10D service have

declined 18% annua ly.ovgr;the'pgst‘three'years,ﬁ;‘ _

4. Pacific has received only one oxder for new IOD service since
~ Januery, 199%.. a Co o

5. Thevratéé;<ChargesQQtérms1aﬁd"condit£ons‘authorizedfin,this
Resolution axe just and reasonable.. .

THEREFORE, IT XS ORDERED that:

1. Authority is granted to make Advice Lettexr No. 16238, .
Supplement A and the-associated tariff sbeets effective on July

’ - [

2. ?hefAdvice;Lettq: tariff sheets authorized herein shall be N
marked to show that/such-sheets.wereuauthorized-by'ResolutLon‘of-

§2§7§ublic.Utili:iesMCommission‘of\the~8tate'oijalifornia;No; T~

The effoctive date of ﬁhis7ﬂesclutiqn.isutoday;

U;;lipies;cammissionmatfitﬁjregular~meeting‘onQJuly¢1,f1992.’
‘ ;The;foilowinq'qumiss;gperg;approyednitqﬁa@ IETREN I T

Ifcerﬁify,thﬁtVthis3Ré36iutiéﬂfwa§*adopted by the“Pubiic“»
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