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PUBLIC UTILITIES COMMlSSXON OF THE' STATE OF CALIFORNIA 

COMMISS·ION ADVISORY' & .. COMPLIANCE .' DIVISION 
Telecommunications .Branch .' . 

RESOLUTXON . '1'-15·083' 
October 21; 19·92 

EI.a.Q:Lll%.l2! 
RESOLUTION '1'-15·083-.• · GTE CALIFORNIA INCORPORATED. 
REQUEST' TO 'ESTABLISH MEGACONNEC'l" SERVICE AS; A NEW .. 
FLEXIBLY 'PRICED . OFFERING·.. . . 

, ,"t",·,' • ", " 

SUMMABY 

GTE California Incorporated (,GTEC) requests authority under 
provisions o·f General Order . No.. 96-A· (G ... O.. 96·-A) to establish 
Sched.ule: Cal. P .:tr. C ... No.. A-44, MegaConnect Serv.ice (MegaCor.nect), 
wi th flexi1:>le rates..· '. '.' 

The California Association of Competitive Access Providers (cu,­
CAP') filed a .protest to Advice Letter No·~ 5·407' on Auqust 18,. 1992 
and' G'I'EC filed' its response on Auqust28:,. 19'92'.. Based on a 
review 0·£ the alleqations. cited:inthe- protest and. G'I'EC"s 
response to.· those,411eqations,. we have determined. that the 
protes.tis without merit· and is denied'. 

. • " • • • I ~ 

This :Resolution authorizes· GTEC to es.tablishTar.i.ffSchedule No. 
A-44, as. requested .. 'GTEC estimates the' annu41'revenueeffect o.f 
this. filin9'~ to be. an increas.e of $$:92,3:0'5, for the firs..t year'. 

BACJGRQ!lH2 

Switched Multi-Megabit'Oata Service (SMOS) is a hiqh speed, wide­
area,. public packet, switched data servi-:e.. G'I'EC purposes, to 
offer SMDS under the service mark MegaConnect.. MegaConnect 
accepts d4ta from .d'igital sources and'transforms them into f.i.xed­
length cells forswitchinq and t~ansm.:Lssion across a network.. . 
Thisserv.ice-·allows,customer compati1:>le applications and/or 
equ'ipment to, . connect . to· .the MeqaConnectnetwork through a T1/DSl 
(1~544Mbps. (megabits. per second)) Customer Access. Line.· The 
Cus.tomerAccess Line is offered unde~ tariff_ 

MegaConnect provides high-speed connectivity with dynamic 
1:>andwidth, capa1:>ilityand low delay'over a wide qeoqraphic area. 
Oata.fromacustomer location is,transmitted to other . 
predetermined .J:ocations~usinq'. :the .software features-of 

.. MegaConnect: .. ,. ,There·il5.:1ittle: or.no·delayin·the transmission and 
, reeept.ionof~· the:·d"Atc!1.', to and'from· ,the .pred.etermined,locations.. 
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October 21, 1992 

Most data services offered by GTEC are point-to~point hardwired' 
connections which require dedicated, lines to· connect customer 
locations. For customers w1thmultiple locations."the large 
number of dedicated: lines needed to interconnect locations result 
ina network that :becomes unwieldy and'cost prohibitive. 

While a Digital Cross-Connect (OCS) System that allows customers 
to· r,econfiqure' their point-to-point connection~ would alleviate 
this complexity to· some degree', a path would have to- be 
established,through,the DCS-to- the centralized' database or to 
some other company resource' before any action could be taken. 
This set-up:delay ,does' not"meet the requirements: of seamless 
connectivityand·simultaneous.aceess to, multiple locations that 
potential· customers o,f"MegaConnect seek. A potential MeqaConnect 
service, customer, would: have applications that;:, ' 

... ', 

o Requir~.' larqe amounts: of:-bandwidth. 
0' Are geo9raphically.dispersed~_' 
o Invol vemul tiple, locat:Lons.. . 
o possibly require.' intercompany'communication., 
o Involve areal-time need for information. 
o Could require group addres.s·ing capability .. 

" , 

Potential subscribers to· MegaConnect are national and major 
account customers, and·ult1mately interexchange carriers which are 
expected to, make up,SO-SO%. of the total system· usage. 
MeqaConneetw:L.ll·initially be deployed from a s1ngle location in 
LATA 5" ,(Local Access, And. ~ransport Area No.5,)., current plans 
call. for MeqaConnect'switching capab:Ll:Lties to· be· added to· GTEC's 
Ontario and Santa Mon,ica Exchanges. in early 1993:.. These plans 
will be affected by customer demand for the serv:Lce. 

, ' 

GTEC' states that there are multiple prov:Lders o·fh:Lqh capacity 
services at. broadband speeds .. Some competitors have already 
introduced their products to, the market place, while others have 
plans to do so in the near future... . 

,,'. " , 

'The advantaqe.that,alte~nat:Lve providers have over GTEC' is, their 
abil:Lty to. respond,quickly.to· changing. market· conditions through 
pricing flexibility .. "',: GTEC ·believes', it needs. the same pricing 
flexibility to, stay 'compet'1t'ive and: therefore requests flexible 
pr;i;cing, for· MegaC~nneet'.' . . . . . 

. . G'l'Ec:.i.ndicate8~,that:,commi8sion 'author'i:z~tion '.' of MegaConnQctwill 
.result.'in· an'est'imated .. 'incre4se .in annual revenue of $5,92',:305 .. 

'j • -I,"" ' .. 

NOTICE 
" , "'.. " 'I""" 

GTEC has mailed a eopyof.the Advice Letter And related t4riff 
sheets,·to eompetlng and' ad'jacent utilities and/or other utilities. 
and:'.,interested' . parties, .. ·· 

, . ( . " ,', " 

Advice Letter No .. 54.01.": was:..1isted . ,in, the Commis~ion's Daily 
Calendar ,of July 3·1,"1'99.:2' ... , .'Inaddition,,,G'l'EC ,wl.ll be'making'. 

. . . cU's:tomer-spec£'f:ie.present'ations:. to potential Meg4ConnectService 
.... eustomers·:through,.;ciireet:, contact.. '. . 
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, 3" October 2'1, 1992' 

PROTESTS 

CAL-CAP states that its grounds for protesting Advice Letter No. 
5407' are largely the same as those stated in the protest of 
Pacific Bell ' s version of SMDS in Advice Letter No. 16,29"3,. CAL­
CA1?',althougn not opposing the 'introcluction' of MegaConnect,. 
recommencls that Commissionreject'Adv1ce Letter No. 5407 and 
require G'I'EC to' ref11e'4s- an expedited,application docket (EAD). 
'rhe reasons for this 'recommendation are summarized as, follows:. 

0' MegaConnectis: not eligible for Category II treatment. 

oAL No. 5407 does,not satisfy the four ba8ic xequirements 
adopted in 0.8:9-10-031 forsexvices, seeking pricing , 
flexibility:. unbundling', nondiscriminatory access , , 
imputation, andcost-basedrat8s for 'underlying monopoly 
services .. ' ' 

o MegaConnect is so ,new ,. ,?nd l?resents,' s:u,ch ma:"orimplications 
for" future, network seXV.l;ce," that it can, only be evaluated' , 

, properly ,if' the: Coltlll\is8,ion allow8 full,' review of the 8er.rice 
through an EAD fiXing". , , ' , 

G'I'EC 'sresponse to CAL-CAP",s protest is summarized as follows: 

o Competition comes in two forms,. either competing providers 
o,f ident.ical teehnolo9":('or competing technology. The 
service will be competitive because customers are able to 
obtain this, type service 'from, alternate providers • 
Moreo:ver,. the,Conunission:previously q:ranted~ Category II 
status to- high speed digital private' line services. ' 
MegaConnect should be given Category II status. ' 

o G'I'EC s'eates that the Comm'ission's, Rules on unbundling, 
nondiscriminatory access" and' cost-based rates, have been 
met. MeqaConnect has no monopoly building bloclcs.' ArJ.y G'l'EC 
customer, including members. of CAL-CAP, ean'buy,MegaConnect 
at the same, price, te:rm8 and' conditions .. ' Customers have' the 
alternative of",purchasing high~8peed.'ded1cated ,facilities 
from, G'I'EC or from:;, a competitor ~.' Mego.Connect, rates are', 
priced'~ove costs','ancJ;'.;noMegaConnect service is provided' 
free;.', :, ' "'..' ' " , ' 

PISC'QSSION 
. ' 

MegaConnect is a new technoloqy in which the customer pays for 
two rate elements: The Customer Access Line, a facility customers 
can now purchase under exis.ting tariffs, anci the MegaConnect 
Connection, a ,new tariff o'fferin9'~ The- MegaConnect Customer 
Access. Line is. a dedicated d'igital line from the-customer 
premi,ses to- the, local, serving wire center ..'rhe :MeqaConnect ' 
Connec:eion, charge incorporates, the eoet 0'£ ,the MegaConnect switch 
and.' anaveragem1I'eaqe: i ',component'for'the' interoffice: facility .. , 
'l'heMeq,aConnect Connection:can'be',pu'%'chas.ed'with:or without: the' 
Cus.tomer.: Access'Line..' , "'.'\" " ,,',' " ' 
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Resolution 'r-15083; , 
GTEC/AL 540i/AJN 

October 21" 19'92' 

CAl-CAP-protested the introduction of MeqaConnect by Advice 
Letter, stating that, thie eerviceis eo new, andpreeents such 
major imp'licationsfor future network' services that it can only 
be properly, evaluated (e .. q.:, revenue/coetanalysis." , ' 
categorization, and pricinq flexibility) if the' Commission allows 
full, rev,iew by EAO. 

In D.89-10-03,l we agreed with the qeneral concept that local 
exchange carriers (LECs) should have expanded' pricing flexibility 
in order to respond better to market conditions. Toward this 
end, we adopted three service categories (Category 1 for fixed­
priced' services, Category II for flexibly pricedeervices,. and 
Category III for services with maximum pricing flexibility). We 
directed LECs, to d.emonstrate,that the new services comply with 
the unbundling, nondiscriminatory access" imputation and rate 
structure principles adopted in 0.8'9-10-031 and that the u1:ility 
should purpose, its, categor,ization for pricing purposes in 
requesting authority for new services.. ' 

MegaConnect provides. a viable alternative for customers requiring 
wide area, network solutions and broadband'connectivity with 
minimum delay. GtEC states that there are competitive 
alternatives (e.g_,. Alternative transport Providers) to 
MeqaConneet and~ that it needs flexible pr.:Lcingto compete .. 

MegaConneet can be purchased unbundled' (MegaConnect Customer 
Access Line and MegaConnect Connection) and on a 
nondiscriminatory access ,basis. the technology has- not been 
standardized to,interface IECs with the MGgaConnect switch • 
Therefore, there is no need' to unbundle the Me,gaConnect service 
access charge at this time.. GTEC' has "indicated that unbundling 
of the MegaConnect Connection charge will ,:be done on an 
individual case bas,is when requested. .. 

" . , ',J.,:" ... ; .... ',:' ,",' 



. " .. ' . 

.~ . " 

.' 

,.'. ", H· ~'. 
. ' .. 
'/',,' 

Reso-l u tionT-1·508'J. .' .' 
. GTEC/>:LS407'!AJN . 

UNDXNGS 

1. GorEC' filed Advice letter. No. 504'07' on July 29, 1992, requesting 
COmm.i.s.sio,n au-thorization te> e>ffer' MeqaConnect "at flexible rates.. 

2 .. GTEC.s.tates that authorization~.f'Me9'aCOnnect·will'result in 
an estimated annual, revenue increase, of $5·9'2,305-. , 

3·~ MegaConnect is a Cateqo.l:y. II Service," " 

4~ CAL-CAP'''s, concerns-cited. in its protest to Advice' Letter No. 
, 5·407 are ,wi thou t ': merit'. . 

,. ...... ,', 
, ,I' , .. 

5,. The 'rat'es', .charges ,.,terms. and' cond:itions authorized.' in this, 
Resolution. :are j,ust· and'i reasonable .. 

',. ' .', 

'1'BEREFORE, IT' IS ,ORDEREOth4t : 

1. Authority is qranted to make Ad.vice Letter No". 5407 and. the 
associated tariff sheets effective on October 2'2, 1992. 

2'. The MeqaConne~t monthly rate maybe increased. (not to' exceed. 
the maximum rate established) ,upon 30 days prior notice to· the 
Commiss.ionand affected. customers, I or, d.ecreas.ed (not below the 
minimum: rate established}"upon at least lO days prior notice to 
the· Commission and. af·fec.ted.:customers.. '" 

, , 

3. The Adv'iee Letter tariff sheets. author:i.zed herein shall be 
marked to-show'tMt 3,uch, s.heets . were authorized . by Resolut.i.on of 
the Public· Uti:lities' Commission' o·f the: St'ate' of Califo,rnia No·~ '1'-

, 15,08·3 .• 

4 • CAL-CAP' s 'protest to Advice, Letter No·. S407 is. denied. 

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

I cere'i'fy that this Resolution: was adopted.' by the Pub.lic 
Utilit'ies':Commiss,ion·;at :its;"'regula~'meetin9' on' October ,21,. 1992. 
'l'he':followin9" Commis,S:ioners> 4pprovec1, it~ , ' . 
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