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PUBLIC UTILITIES COMMISSION OF ~ STAT&.OPCALXPORNIA 

COMMISSION ADVISORY' COMPLIANCE DIVISION· RESOLUTION '1'-15·074 
Telecommunications. Branch. . October-. 21',' 1992 

RESOLUTIONT-1S074-- ·PACIFIC BELL .. REQUEST'1'O 
ESTABLXSH SWITCHEO·. MULTI-MEGABI'l' DATA SERVICE-AS A 
NEW FLEXIBLYPRI.CEO . OFFERING ... 

. .... 
. ~x AOVlCE" LETTER'NO~ 1628J,FILEP JULY':22·~;19"2 •. · 

sumw,x 

Pacific· Bell (Pacific) requests authority under provisions of 
General Order No. 9'6--A (G .. O.. 96-A)' to revise Tariff Schedule Cal. 
P.U.C .. No. Ala., Integrated Services, to establish Sw:Ltched Multi-­
Megabit Data Service (SMOS), with flexible rates. 

The California Association of Competitive Access Providers (CAL­
CAP) filed a protest to Advice Letter No. 16·28,3- on August 10, 
19'92 • Pacific filed its. responsetoCAL-CAP's protest on August 
19, 1992. Based on a review of the Allegations. cited in the 
protest And' Pacific's. response· to those allegations, we have 
de.terminecl that the. protest is without. merit A~d is denied ... 

Thi&ReaolU:tion· autho~izes Pacific,·to- reVise Tariff Schedule No. 
Ala., as.requestecl.. Pacif·ic est1matesthe annual: revenue· effect 
of: this filingto,.be An increase of. $8:1,"000 for 19:92' .. 

DaGROJlND· 

SMDS is a high speed, wide-area, public packet, switched data 
servica. The service accepts data from digital sources and 
transforms. them int~'fixed~length cells. for switching and 
transmis.sion across' a network.. This service allows customer 
compatible-applications ,and! or . equipment to· connect to. the SMOS: 
network through a Tl/DSl (1 .. 544 Mbps(megabits. per seconcll)or a 
T'3/0S3· (44~736, Mbps) access line., These access· lines are offered 
under tariff. 

SMDSprovides:· high-speed" connectivity with dynamic bandwidth 
capabi.lity and" low delay over a wide, qeographic area.. . Data from 
a .·customer .loc'a.tion:, is'· .transmitted:· to other predetemined 
locations.usinqthe ·software·'·features.ofSMDS.'rhere is little 
ox:.::;no.::'delaY::'in,:the·.transmiss.ion.aDc{:·reception .. of the data, to· the 
predetermlned.l'oe.at:.:Lon~ .. , .. ; '." . 'c, '.' , '.. .,., 
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rtEts().L U 'Co'.l.on' '.I.'-J,':"U'l4" , , ' '., 
Pacif:tc .Bell/AL',.l6283/AJN, 

2 ' Octo})er 2'1, 1992 

Most data services,offered: by Pacific are point-to-point 
hardwired connections, which require dedicated lines to connect 
customer location~. For customers with . multiple' locations" the 
large nu.rnber of dedicated lines needed' to' interconnect locations 
result in a network that beeomes unwieldy and cost prohibitive. 

While a Digital Cross-Connect (DCS) System that allows eustomers 
to reconfigure their point-to-point connections- would alleviate 
this complexity to some degree, a path would have to be 
established through the DCS to the centralized database or to' 
Bome other company resource before any action could be taken. 
This. set-up ,delaydoes',:not,.-meet the requirement8- of ,seamless 
connectivity and simultaneous acce,ssto 'mul:tiple, loeations ,that 
'POtential <customers. of SMOS 'seek. A potential SMOS' .customer 
would have'.applicationa, that:: ' 

() Require large amounts of bandwidth. 
o· Are qeographicallydispersed. 
o Involve mul tipleloeations-. 
0, P08siblyrequire intercompany communication. 
o Involve- a real-time-need for 'information. 
o Could require group'addressing eapability .. 

Potential subscribers-to SMOS are priority anclmajor customers 
with 50 or more line" in three or more geographically separated 
loeations within, a'given LATA-(Local Access. And Transport Area). 
SMDS- will initially be deployed. in San ,Frane1sco', Sacramento·, Los 
Angeles and- San, D1ego LATAs, where over 90% of the potential 
eustomerB-' that match the SMOS profile are located.. 'Baseclon 
actual demand, ,additionalSMDS facilities, may be added within 
these LATAsor in otherLATA$. . 

Althouqh Pac1fiewill offer SMDS 1n several LATAs, customers will 
not be able to interconnect locationa between LATAs-, only 
locations w1thin- the same :t.A'l'A. 'l'he, network interface- to an lEe 
(Interexchanqe Carrier) has notbeen~ standard-1zed' as yet. ' 
Pacific is eurrently-conductingtechnology teats with XECs to 
develop this· functiona11ty. '. 

Pacific states. that., there are alternative- providers. of publie 
wide area switchinq' at< broadbandspeed~.. Some eompeti tors· have 

'. ,alreadY::"introduceci, their'/products:' .('e;~,g· ... ,',. FDDl.:' [F'iber "Dis.tributed, 
Data.· 'Interface 1').' ·t~: thEf~-mArket-p'lace,,'whileo,thers . have' plans. to, 

, do so: in..'·thlit",:near future ... ,,/-, . ", .' 
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Pacific Bell/AL. lG.283/AJ'N 
Octooer 21,' 

PBQTEm·· 

CAL-CAP filed a protest to Advice Letter No,. 16-283 on Augus.t 10, 
1992. CAL-CAP stresses. that, in principle, it does not oppose 
the introduction of SMOS since there will be a growing demand for 
thiS: type servic:e and th;La new tec:hnolo9'Y should benefit end user 
customers.. Nevertheless, CAL-CAP- recommended' thAt the Commission 
rej'ect Advice :t.etter·.No.16,28·3" and require· Pacific to· refile 
Advice 16,283" as an· expedited application docket (tAD),.. 'l'he. 
reasons given for thi8~ recommendation were: 

o SMOS is not eligible for Category ·II treatment. 

o AI, 1628'3 does not satisfy .the four basic requirements. 
adopted in. ·0.89-10-03:1 for.services.·.with flexibility: 
unbundling, noncU.scriminatory access, imputation, and cost­
based rates :,for underlying monopoly services .. 

. '.' ., . 

o SMOS"is. ·so..· new~" and ·presents. such maj.or. 'implications for 
future' network. service.,;: that it can. onlY';,be. evaluated. . 
prope'rlyi·f·.theComm1ss!on ... allows fu'll.· review .. ('by EAD) of 
th!s·' service •. ". . ... '.'. ' ...... ' .' 
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October 

Pacific's response to the protest is sUJlUlt4rizeci as follows: 

1992 

o SMOS is a competitive service and is eligible for Category 
II treatment.. The service will be competitive because 
customers will be able to, turn to other providers such as 
MFS, (Metropolitan, Fiber Systems) ,for broadband-type service. 
Moreover, the Commission previouslydes,ignated high-speed 
digital private, line services as Category II service~ SMOS 
is high-speed digital private line line service and should, 
carry a Category II eervicedesiqnation. 

o Pacific statee. that theCornmisaion'a, rules'on unbundling, 
nond.iscrimination, imputation and cost-based rates have been 
met. SMOSis. an unbundled serv.ice in that customers can 
purchase. the local loop access facility separately from the 
SMDS access charge. Also any bus,inesscus.tomer can buy SMOS 
at the same price', terms and. conditions. •. In ad.d.ition, 
Pacific.is not using any monopoly-building, blocks. and 
cus.tomers: have' the' alternative: of·, getting the h.igh-speed.. 
dedicated"facil.itY:',from .either. Pacific, or a competitor.. ' 
SMDS'rates' are'priced: above',cost8-6nd.>no" SMDS' service' is 
pr~vided"free~ , ..' . '. " ".', .. " ' .. 

DXSCQSS1QH 

SMOS is a new technology in which the customer pays for two rate 
elements: the SMDS access facility, a facility customers, can now 
purchase under existing tariffs,. and, the SMDS access charge, a 
new tariff offer.inq. 'l'he SMOS access facility iS,a dedicated 

. d'igital line from" the customer premises to the local serving wire 
center. ~,'rhe SMOS access charqe incorporates' the cost of the' SMOS 
switch and an average mileaqe component for the interoffice ' 
facility. 

CAL-CAP protested the introduction of SMDS by Advice Letter, 
stating that SMOS is, 80 new, and presents such major implications 
for' future, networkserv'ices,. that-it can only' be 'evaluated 
properly (e·.g., revenue/cost analysis-,. categorization, and 
pricing flexibility) if the Commission allows full review by EAO. 

In D.89-10-031, we agreed with the general coneeptthat local 
exchange carriers (LECs) should' have expanded' pricing flexibility 
in order to respond to market conditions. 'roward this end, we 
adopted. three service categorie8 (Category I for fixed-price 
services, Category II for flexibly priced services, and category 
III for services with maximum ,pricing flexibility).. We directed­
LEes to, demonstrate_that the new' service8· comply with the 
unbundJ.-ing,/ ,nondiscr1minatory access, impute.t:i.on, and rate 
s.tructure,principles"ad.opted',in,D.;S:9--l0--:,03:1, and.: that the utility 
shou,ld· propose-· its ·,categorization, for' pricing"purposes .in _ 
request1ng,author.ity. for' new" ,ser:vices:~. ' ." ,-
": ". ,.' " ,,' , • _. " .J ",: ":c •. ,." ',' . :........ "';,- ,',: I ;.'. I"' .. ',' , , ,'" ". '.' 

.. ' ,,':; . 
," ,:,,', ~ 

" . ." "f." 

" .. , 



• 

• 

"":"::'1 ',"'"'' 
, • '.~ I I "'. • ..". 

'"'/''' , 
\ ,~ I, i. • 

" ' "'. , '., . ~.' 

l'4f;boJ.u't.J.on'J.;-j,~'U'I'''' ' ! 

Pacific Bell!AL 1&2:8'3/:AJN 
Octok>er 2'1 I 1992 

SMOS provides a viable alternative for customers· requiring,wide 
area· network solutions,'and broadband connectivity With minimum 
delay. Pacific s,tates that there are competitive alternatives 
(e. g .. I interexchange carriers,) to SMOS: and that it needs flexible 
pric:ing better to compete. 

SMOS can· be purchased un])undled (SMOS access facility'or SMOS 
access charge) and on a nondiscriminatory access· basis.., The 
technologyhaa not· been standardized, to interface'IECs. with the 
SMDS switch., There' is./.therefore, no need' to' unbundle· the' SMOS 
access charge at this time,., Pacific 'has indicated' that 
unbundlinqof'the.SMDS acc:ess charge will be done on an 
individual case basis when requested. 

In determininqthe initial pricing categories, for LEC services, 
we placed high speed digital private line service in Category II 
(flexibly priced 8ervices) .. Our rationale for this placement was. 
that, high speed digital private line' services. and high speed 
special access services should be placed in Cateqory 11 for 
prieing purposes because pric'ing flex1bili ty would allow LECs to 
be more respons.iveto market conditions' 'for 'these discretionary 
o~ partially competitive. services (see' Conclusion of :Law No. 13" 
0 .. 89-10-031) ~ '.' SMOS, a, high capaCity d'iqital· service, is a 
Catego:r:y 11 Service .. 

Noting in D.8:9,-10-031 that "'[u]tilities currently propose new 
servic:es, except enhancedservic:es and SSE's (Basic serv'ic:e 
Elements) through the advice letter process" set out in General 
Order 96-A", we' concluded that "[t]his process AppeArs to-work 
fairly well and: Will continue for all new services. ~ • .'" 

The proposed, SMDS.tariffcovers, cost", is. beneficial to Pacific 
and '. ita customers-, , promotes: competition. in ,the market place i and. 
is properlyf11ed,via. the "advice. letter'.,proceas,.. Therefore" we 
will au~horize the revi'sions. as.. requested-

lDDmN 

l .. Pacificf!ledAdvice ,letter No.. 16283 on July 22,. 199'2, 
requestinq Commission.suthorization to offer SMDS at flexible 
rates, .. ' 

2. Pacific,states that ,authorization-of SMDS, will result in,an 
8stimat.ed,< revenue increase of $8:1,000 in 19,9'2'.' 

·3 ... $MDs.' i8'a'Category"iI~Service., 
', .. ' ." ,. 

4 .. ,CAL~CAP;'8, 'concern&.,eited 'in its protest to Advice Letter No .. 
1528'3: are without'merit.· . 

S:.'Tluit>:r:at~a, 'charges,tem anclconclitions-Authorizecl' in this. 
Res~lution ':A2:ejU&t;; and',;reAsQn4l?'le-. .' 
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rtesoJ,.u't..on ~-.L:>UJ4.., .. , 
Pacific' Bel:l/AL. 16-28,3/AJ'N .... 

'l'BEREl"ORE-, IT- IS ORDERED that:, 

,.' 

1. Authority' is granted to make Advice Letter No. 16,283 and the 
as.sociated tariff sheets effective on October 22 , 19'92-• 

. ' 2 ~ The SMOS:, monthly rate may be increased (not to exceed the . 
maximum\ rate established'), upon 30 days. pr.:i.or notice to, the 
Commission and' affected: customers,. or decreased· (not below' the 
min!mumrate establi3hed)~ upon at 'least 10 days prior .notice to-
the·Comm..ission. and a£fected'customer$~ , 

3: .. ,The- Advice. Letter. tariff·" sheets, authorized: herein shall be 
marked' to· show that. such sheets, were authorized by Resolution of 
the 'Public Utilities Commiss.ion of. the State ofCa11fornia No'_ T­
J:5-0·7'4. 

( .. CAL-CAP''''s, protest to Advice Letter NO' .. 16·2:8:3: is: denied .. 

The effective date' o·f this Resolution is. tOday. .. 

I certify that this,. Reso,lution' was adopted- by' the Public 
Utilities~Commis8,ion,at its: regular meeting on. October 21,: 1992. 
The following' Commissioners: .approved~ it::" ' , 
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. ' ....... : ...... 
AL .. ,J· •. SH'OLMAN· 

,ExeC);1ti~~;.~:trector . 
... ". 

.' ~, 

.. -.-.... 

,OANIEL Wm. FESSLER 
Pres.i.dent, 

JOHNB-~ OHANIAN' ' 
PATRICIA/H .. E~, 

. NORMAN. D, •.. SHOMWAY .' 
Commissioners. 


