
Toe Commission finds that AT&T's request is timely and appropriate in U-Iat it !:;

imperative that a resefler have access to the same service ordering provisions. seMce
t"'OubJe reporting and informational databases for their customers as does BeilSouth. -n1e
Commission finds that BeUSouth shall establish the requested operational interfaces by
JUly 15, 1996. AT&Ts requestfor an additiona) 10% discount is denied. The Commission
finds that access to these interlaces shall be made available to any requesting party at
the same terms and conditions.

DIRECTORIES

AT&T has also requested that tile Commission estabilsh ceriarn pfOViSiOi.:-,

regarding tile maintenance of telephone directories. The Company has speCiflCaliy
requested that (1) Bel/South be required to include basic white page listings for resellers'
residential and business customers as well as yellow page listings for business
customers: (2) additional or enhanced listings be made available to the reseller at tt,('
same rates, terms and conditions as available to BellSouth customers; (3) BeilSoutrl
mat:e dIrectory listing data available for purchase so that the reseUer can paCkage ana
braod it5 own \."ihite and yellow page directories and; (4) resellers he afforded tnt:
opportunity to place iocat customer service information in BQUSouth's directories

BeilSouth witness Scheye presented testimony that indicates that for all <itrectury
matters other than insertion of regular listings in the white pages, ariangement will be
made with BelJSouth's directory affiliate, BAPCQ. The brief filed by BAPCO on April 16.
·19S{). reflects a similar position. BAPCO appropriately notes: '"[t}tus CommiSSion
nistorically has not asserted jurisdiction over pUbltshing of Yellow Pages." (MPCO tmen
BAPCO t"ras indicated an express IlJiUingness to provide the addltional o,ieCi.olv
arrangements requested by AT&T MFS, Sprint Mel, ATA, COMPTEL and cue did nOl

take a position on this issue.

The Commission finds that BellSOuth shail include white pag& listings for all new
resellers' customers In Its dIrectory. All other directory arrangements requested by AT&T
should be pursued \l\Jt+J\ BellSouttfs servlGe agent BAPCO

Docket No 6352~U
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UNDUNDLED OPeRATOR _VlCg

AT&T ............ 1he abiay to pun:lha8e Inn BetISouth "branded" operalOt
services (1ftdUdIni ......., .....a. 0+. 0- tdJ cI:tII~ ~ Ine \IlIrifIcati»n and
Inlef'nlpt}. Alta"""'" the COmpMY hU requpted1Mt WSouIh be ""*ed10 provkte
seJediw routnQ ...-.ngemHt$ tbat wiI ertibte an AT&T CUlllDmer to reech an AT&T
operatDr ptrdform just as 8 8etlSoulh customer can reactt • 8eI8oult opeRltor toctay.
UFS and 5prirrt support AT&T. request. Sprint further recommended U1~ custom
branding f9r "'MIers 15 II !Ie1'Vice rest'lIers shOuld pay fOr, and .eme tnndIng requests
may not be tltchnially feasible.

8eISouah wiin...8cIwye l •IRed"" Company ...... ready to lmhundie any
network elements rwqult8d by.~.aCIImenr Wtere tec:hnic:aIy feaibte.
BeJfSouth advocatas that embeddeCi COIt ......1I .. utittdd in ClMltmining the~ of an
unbundled netWOrk element Mel, cue. COMPTEL. and AlA did not take. poaition on
this issue.

Ttle Commiasion finds ....at AT&T's request is wid _net reasonable. The
COmMiSSiOn finds bit the ~biIityOf a competing c.niW to utIIEe .... own opttwtors or
custom "branded'" opetlllor _NiCM wII en_ROe ... IIbH.y of .,. ently to eft'eatiYefy
compete. However, ~nt~ ... not pre.lnttct by" parties regan:.ting
tecnnicallimb1ioR5. ImplelMntation costand cost AtCOWery. AooonIn~. uni1 __e parties
are able to present c:redIbIe ftIkIem:e 011 ttJese Rues, 019 Commission e:.nnot grant
AT&T's raquest

The Commiuion directs that AT&T and BeIlSouth submit a joint f'el)ort to the
Commtssion which addI'eaaes • raolulion of these outstanding iuuea.. " the parties do
not reach an agreement on .-,.. issues. eM:h puty should ret.ct their po3itions and
factual evtdence wt\iCft aupportI same in the bOCIy Of 1M report.~ • raclu1lOn. 1his
report Shall be ..,eed .. • primary be" for a Commission decision .....n:lng 1hie
matter

Docket No. 6352-U
Page 13 or 16



WHEREFORE. rr IS:

ORDERED IMt aft elOrine retail services sold to non-leleQwn,munications
p (Widen except tIIOM MI'rices which .are prMen1ly grandrltthered .... be made
available for ",sale. This inc:tLItfM .ny~ntItd retIit ••Nk». CftCOUntItd~ge. lind
1MIW service offerinp .. they beCOme~. Promotions .. not tnc:tuded Deeau.e
they are not ~.d Obringt.. The~ an" ~ue to monitor the
grandtathered proviaion ane:t 11\6 offering of special promotions 10 in~ th.8t 1t\ey are
"'pJernemed In a way tn. is consistwnt w!tti emting Comminion policy.

ORDERED FURTHE~ that the CommiUion allaH wnpose c:Ia.u 01 Hrvioe
reS'trk:!kJn on 1he resate CJf aU retal service otfe1ings. In 8UdtrlOn. 1he Commjs~;on sl'ual~

adopt the interLATA joirrt marketing restrict:on contained in the Federal Act

oqDERED FURTHeR, that fttfthin 3() cMtys at the i$S,,*,~of' 1"1$ Order 8eHSouti'
shall De requireet to fie • sep8l'lJ't(l comptaW \1\1\0-..._ -rartff COftt1ainitl9 ~a l'at.e&, term~

.rt~ COt""idrJOt'o$. for all~$ provided. Thi$ initial fli~ a$ wei ~$ propc=d re.....ls:a..'1£
shalf be 5ubjed to Commi&aJon IIpprovtll. A.U propo_d reWPartll to thia.rift sn.U c:omp~'

with Ule eXISting 30 day fling requirement. 8eUSouth ahaY continue to comply With tht:
e»sting prO'liSk)n in Its General Subllatber S8n1tce Tarm Whld1 ~quires.a 30 day notice
to the Commission on art pmm<11ional offerings.

ORDERED FURTHER, that the Federal.Ad standard of retaU rates exduding
aVOided cost is 1he approprialf: bases to delermble wholesale nates. The Commission
shad inttialill use embedded ooat information to d"rmine avoided oo8b as specified in
u'e Federal Act A ..parate -.count Ihd be detennlned far each customer cD'ss and
the d~",ntShall apply ~qU8ny10 aI aeMc:ea contai1ed in 8elfSouth's \AIhotesale fa"'.
Negotiated sgnH!menm may reftect additional discounts for longer teems.

Docket No. S352·U
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QROEREO FURTHER. that the app;opriatB whOlesale discount Is 20.:JOA. fer
residentiaf 5eNiQ!S and 17.3% for tau....~ .. The!e discounts sh-n appfy t<> aU
recurrino. non-recurring and intnIstJtte toll ......1ow-nngs. n. currently tariffed non
reamng d1arges for primary and SICOftCIatY ..rviCM witn the tepprt.tpriaIe discount sheJ
lIPply to rnetters. The.. cIacount~.. shall remain In eIfect for a 12 monIh period
eft'.ante June 15. 1$96. At the end of thia 12 month period. the Commihion she,
conduct a review to determtne if 1he need exists to modify these initial ctiacoc.mt levels.

ORDERED FURTHER. that eetlSouth shaP. embtil'h ete-etronic op&r=Won~1

interfacer. fQ[ pr0-5MViCe Ordering, service onIertnSJ and pl'O\liGhming, directory ltsUng and
fine informiltion databases. service trouble reporting .nd daily usage data by Juty 15.
1996. AT&rs request tor an addltiofUll 1~ clsc::ount ia denied. Aa:ess to theae
Jnterf80es shall also be rude aVllit.ble '10 any req~ party at UIe same terms and
conditions These interfaces shal provl~~ to rsselfers for their custom~rs 'A'hIch
is ~ivelentto thatoftl,e i~emb4HriL.EC. BeASoIAh and AT&T stla.l! sobmif 3 ;oint report
tc the CommiUion 'lMtl"'\rn 30 aays atter'\t1ls Onier is issued wh~chwiltup~ the 8ctMiias
and implem@nt&tion tim@ frames ~Mry to deploy thes-e mwrfaoes

ORD~R~DFURTHER. that BeIlSotrlh .".. indul'Ut white page lfstings for a" new
Te8fJI!ers' cull'tom.rs it; ,ts cfirG-ClDry. Atl 0'1:0*: dlredOljr arrangements. requitst~dby AT&T
sn»uld ~.; PlJr$.o,Mi;d with eeHSouth's 56i'..:ica agent QAPCO

OROERED FURTHER, ttlat AT&T and BelSouth af'e directed to submit a. joint
nlport to the Commt8sion within 30 days of the issuance of an On:lec in th.. docKet wtlich
ackIl'!ls!!les a rMolutSon of ountanding .... ,...tf\M to AT&Tts prD"'sion of its own
operator servlQeS. If the parties do not re-cn an agreement on these issues. each party
$houk:l reflect th.it posIt.ion and faetu8t eYidence whtd'l wpporta ...me in the body Gf the
teport. AbSent a resolution, this report shall be used as a primary basis for a Commission
decision reg3n1ing ttlls matter.

Docket No, 8352--U
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o I '_J I.;;:},,;;IU ~ l' .•

OftDERED FURTHER. tn.t a motion for reconsideration. rehearing, Or' oral
argument Of any other motiOn shal -not stay the effective date of tIlil; Order. unJa£s
o1tlerw;se ordered by the Commission.

, ORDERED FURTHER. 1hat jurtadiCtiOn over this matter is exprMsiy retained for
Ule purpose ct entering such further Order orOrders as this Commission may~m just
and proper.

The above .etion by the Commission in Spetial Administrative Session on the 29th
day'" May. 1996.

Cave Baker
Chairman

~ I~r 1'19~·
Date
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CALCULATIONS SUPPORTING

WHOLESALE DISCOUNT LEVEL

The 'Nho.aJe diac:ount level was caltulatad u1ilizing the·Avoided Cost Discount
Model praposecfby I!lIlfSguttl Witness Frank R. KOf.,.The bums equation contained in ML
KoIb's model Is rellected bek>w:

~DlSCOUNT=

COST AVOIDED AS A RESULT OF RESALF

REVENUE FROM RESOLO SERVICES

X 100

lbe Commission has made aqjustments to the avoided cost c:ak:;ulated b~ Mr. Kolb
to reflect addltionat 8VOided oost for sates. advertiling, caft compfdon seMce8, number
services and an assignment of indirect cost.~ wItn the Clnet cost atJoca1ion
contained in BeUSouth'a calculations. TIle numericaJ informaioll uI1iz:ed 10 make 11..
adjustments Ml8 deriWd from SOd data reQUests submIted in the context of tbe pubtic
hearing regei ding Itlia matter.

The fir$t adjustment the Commission made tD BeRSoul'l'.voided coat calculation
is to ~iz. adCIItiOntf avoided cost .ssoc:iated with sales. The C~pany's study
induded $38,906,057 as avoided cost fer Sates_ This reprweents 81% of the total sakis
expense Incurred by BeJlSouUl'& Georgia Operations fOr 1985. The Commisaion hall
induded in its calculafion avoided c::ostfot sale, of $.i8.675.614. Thts represents 75-k of
tile 1Dta1 sales expen" inClurntd by the Company. After revlewing BeISouth's Account
RectI1'd& Categories for Sales (Accounl 6612) ihe Commiuion finds taM nwl1 crt the
rep~matNeWOt1C tunctions contained therein wiI be IIV'Oided in a mate envitonmem.
The Commission finds 1hat the recommended IIVOided cost auoeiAleCl WIth sales
contained in this calculation is conservdve at best
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The Commission finds that it is. reasonable to assume that there is. a direct
correlation bet'Neen Sales and Product AdVertising. 8eRSOUtJ'l did no'( indude any product
advertising cost as avokfabre In their stUdy. The Company ine:ut18d product advertiSing
expense of $17.686.591 foryea..--end 1995. The Comm\sstOnftnasthatlr. ordertD remain
consa.tent in its approach. it is approprtate and reasonable tD conctude that 15% at the
tg~prociuct acsvertising cost wi1 be avoided. This yields aM>ided Product Advertising cost
of $13,174.N3. Likewia., .. ...-w of the COmpllny'a Account Recxm18 em.ggries for
Product AdVertising (Aa::ount 6613) reveals that man~ Of these work functions wil be
avoided in the 'ht1oaesate provisioning of servft::es.

Seve...! parties in this dor::ket indicated their intention to utilize their e)(jsflng
operators to provtGe local operator and call c:omptetion services {i.e•• 0.... 0-. Diteckny
asststan~}.Betl$cYutf'l'!lsttJdy did.,.,t indude 8ny avoided cost t1!ItIrted to Call Comptetion
..cui Number Services WhiCh are expense eategones dJrectty reJated to thep~ of
operator $et\lic:e$. The Comminion has h;oIuded $3,031,585 in ita cak:ul8tion 8S evoK:led
cor. 3ss.od8ted wfth Call Completion. This represent 25% of the total Call C~etion
expense incurred by the C~y fat' 1995. 5imIll11Y. the Commlaion has included
$.8,281.083 in its calculation •• avoided ecstnttateelto Number services. This repreaents
25% of the totai Number SeMoe Expense InaJrrlbd by BeUSouth. The Commia$ian fmds
that a 25% allocator repre&ents a ntasonable initial auionment of c.Ml that win be
avoided. Poten1Ially. avoided cost in the" area may grow as [igmpetitors' call
comp..tion traffic incre.ses.

The final adjustment tne CommlUbn made to the BeltSoutn cost study re&ates to
th€ ..~~jgnment of indi.red !:Ost Whfeh wit be avoided. The avokted cost k!entffied in the
Company's eslcuCations Me._ A!tated to dftdly assignable cost. 8elSovth did not r~ed
any indireet mst such as Genentl Support.. AdmlnJ$frAtiVe. or Corporate Operations in
Its study The total avoided cost induded in the CompanY's study is $137,126.370. TM
total ~~et avoidable~nt.. inclJded in 1t1e Commt5Sion's calculations is $170,383,518.
The Commrssion finds that in keeping with its forwerd-looking approach. tt is reasonable
to reflect a level of ln~ired avoiC.~ cost 8$$0",_d wtth th~ direct avoidable cast
previoua!y identified and catcu.lated.

A review of prl!!\lktUs coat I'ttKfies submitted by 8elSouth to the CommissiDn
~<;:t a (:loge for indirect cost as a percentage at direct c::c* to be 3094 to 50%. The
Commission finds that it is reasonable to cak:utate tne indtrect INOided cost uatng a 50%
fBclor. This yields an adcltiotJeI awidabfe ~nfteof $86,191,759. This level represents
tes51han 5% mine total expense($1,861.747 Inl) BtM1South deemed unavoidabfe, The
Commission finds that as \MIh aI the prevtocJs aCllustrnents made to eeasotrttr'. SClIdy,
this estimate of indirect &VOidable cost is extJerM!1y conservattve_ The total avoidable
CDS! (dtrect and indired) calculated by the CommissiOn is $255,575,277
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The Comm~n l..ftilized the aarne totat rttvenues from re!lold seMO!:S as
COfitained In the BellSouth a1Udy. The atuet)' contains residential revenues in the amount
of $653.955.846 2»nd business revenue. of f,709.781 ,111. The to'ta( revenues contained
in the shldy are $t,363,7S7.563. The COmpany·s study reflect that 52%· of ita tutal
calculated ravoided east is *IbutabIe to l1!9idential MIt'W:es and 48% to business
8er-lioe$. The Commission utiIz.ed these same pe\'Clentages in calculating its Kpanl1e

residential and bueineu whole.. dlsc.ounm.

The Commission's Approved Discount Levels Are Catculated Below:

$132,899,14.4
RESIDENTIAL OISCOUN1' ;:::.

$653,955,a4€

BUSINESS DISCOUNT ~

$7Q~.7S1.117
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OPllfION

I. Introduction

By this decision, we take a further step forward toward
our ultimate goal of instituting a competitive market for
telecommunications services for all Californians. As outlined
herein, we approve the petitions of the competitive local carriers
(CLCs) set forth in Appendix A for authority to resell the local
exchange service of Pacific Bell (Pacific) and GTE California
(GTEC),1 within prescribed service territories and subject to our
adopted interim rules. In a companion decision before us today,
interim wholesale rates and related terms and conditions are
established pertaining to the competitive resale of local exchange
service.

By this decision, we also dispose of Phase II rulemaking
issues in this proceeding which were not the SUbject of evidentiary
hearings. These issues relate principally to the proposed interim
rules issued April 26, 1995, for comment and which have not been
resolved in our previously issued orders. These ?tase II issues
include the reasonableness of resale tariffs' nonrate terms and
condi:ions, switched carrier access, service ordering, access to
local exchange carrier (LEC) databases and directory assistance
(DA) services, and rights-of-way access issues. The rules we adopt
herein apply to CLCs providing competitive local exchange service
within the service territories of Pacific and GTEC.

1 The term "Local Exchange Carriers" (LECs) as used throughout
th~s order refers exclusively to Pacific and GTEC.

- 2
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I I . Procedural Background

By Decision (D.) 94-12-053, we formally adopted a

procedural plan to open all telecommunications markets to

competition by January 1, 1997. As part of that plan, we

instructed the Commissio~ Advisory and Compliance Division (CACD)

to accept parties' informal proposals for interim rules for local

competition, as submitted on January 31, 1995. We reviewed

par~ies' proposals and took them into account, as appropriate, to

develop proposed interim rules for local exchange competition. On

April 26, 1995, we instituted this rulemaking and investigation and

concurrently issued proposed rules for competitive local exchange

service within the service territories of Pacific and GTEC. The

proposed rules were contained in Appendix A and Appendix B of the

April 26 order.

Comments on the proposed rules were received on May 24,

1995, and further oral comments were provided at a Full Panel

Hearing on June 9, 1995. In consideration of parties' comments,

we issued D.95-07-054 which addressed the need for evidentiary

hearings on certain issues and developed a general procedural plan

for further implementation of local exchange competition.

D.95-07-054 also adopted initial rules relating to certain

ca~egories of the proposed rules issued in April 1995 (i.e.,

competitive entry, certification, tariff procedures (covering

Appendix A; Sections 1-5) and consumer protection rules (covering

Appendix B in its entirety)). We also established a procedure to

open market entry for facilities-based CLCs effective January 1,

1996, and for CLC resellers effective March 1, 1996.

A procedural schedule was set forth by Administrative Law

Judge (ALJ) ruling dividing the remainder of the proceeding into

three phases. Phase I issues dealt w~th certification of

:acilities-based CLCs, interconnect~on issues (Section 8 of

Appendix A) and related rulemaking issues required to institute

- 3 .
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R.95-04-043, 1.95-04-044 ALJ/TRP/gab·

facilities-based competition effective January 1, 1996. Phase:
issues were resolved by D.95-12-056 and D.95-12-057.

Phase II covers certain issues to be addressed througt
evidentiary hearings and other issues subject to written comments
only. Issues relating to interim number portability pricing and
franchise impacts, originally Phase II issues, were rescheduled to
be addressed in separate decisions. Interim number portability
issues (Appendix A, Section 6) are addressed in a proposed decision
mailed on January 8, 1996 and currently pending our vote. A
subsequent proposed decision was mailed January 24, 1996,
addressing Phase II hearing issues Franchise issues will be
separately addressed in a decision expected to be issued before
May 1, 1996.

Phase II was also designated to dispose of disputes
regarding the portions of the April 26 proposed rules which remain
to be addressed (i.e., Appendix A Sections 9-12). As directed by
D.95-07-054, these rulemaking issues were to be addressed by
written comment only. This present decision resolves these
remaining Phase II issues.

Parties filed comments on the proposed rules on May 24,
1995. By ALJ ruling, parties were authorized to file further
written comments on those portions of the proposed rules which were
designated for Phase II. Comments on resale and access to data
bases were filed on October la, 1995 Opening comments on other
Phase II issues were filed on October 23, 1995, and reply comments
were filed on November 27, 1995. The major parties submitting
filed comments were Pacific I GTEC f t:he Cal ifornia

- 4 -
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Telecommunications Coalitioll,2 the Commission's Division of
Ratepaye~ Advocates (DRA), and Citizens Utilities (Citizens!
Comments focusing on compensation for access to LEC databases were
filed by Metromail and the Association of Directory Publishers
(ADP). Various other parties filed comments on miscellaneous Phase

II issues.
In adopting the interim rules set forth herein, we have

taken into account the comments previously filed by all parties as
summa~ized above

III. CLC Reseller Petition Approval

A. Introduction
As directed in D.95-07-054, prospective CLCs were to file

petitions for authority by September 1, 1995, to enable us to act
upon and approve them in time to allow local exchange competition
for facilities-based CLCs to begin by January 1, 1996, and for CLC
resellers to begin by March 1, 1996. As explained in D.95-07-054,
we are using the investigation docket of this proceeding to
administer the certification of all of the eligible CLC pet~tions

which were filed by September 1, 1995. The CLC petitions were
scheduled to be processed and approved in two consolidated groups.
The first group of eligible petitions, representing 31
facilities-based CLCs, was approved in D.95-12-057 for authority to
begir. offering competitive local exchange service effective
January 1, 1996.

2 The Coalition currently consists of AT&T Communications
:al~fornia, Inc.; California Association of Long Distance Telephone
Companies; California Cable Television Association; California
Payphone Association; lCG Access Services, Inc.; MCI
Telecommunications Corporation; Sprint Communications Co., L.P.;
Teleport Communications Group; Time Warner AxS of California, L.P.;
and Toward Utility Rate Normalizatlon

- 5
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TABLE 1 -- NUMBER OF COMPETITIVE
LOCAL CARRIERS CERTIFICATED TO PROVIDE
RESALE SERVICE

Competitive Local Carriers (CLCs) Number

Total number of CLCs which applied for 66
cenification by 911/95

Less:

Number of CLCs which applied for cenification -3
onl)' as facilities-based carriers by 9/1/95

Total number of CLCs which applied for 63
cenification as resellers by 911/95

Less:

Caribbean and Venture Technologies which did 2
not respond to deficiency letters in a timely
fashion

Working Assets which did not respond to its 1
deficiency letter in a timely fashion

Communications Telesysrems International 1
which is currently being investigated by the
Commission's Safety and Enforcement Division

Total number of CLCs certificated as resellers I 59
in this decision i

~
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The second group of eligible petitions, representing
prospective CLC resellers, is before us for certificatior. ir. t~is

decision, to begin service effective March 1, 1996. Those
facilities-based CLCs who met the September 1, 1995, filing date,
but who did not meet the eligibility requirements for certi:ication
in D.95-12-057, were added to the pending group of petitions
seeking CLC resale authority. All filings for certification afte~

the September 1, 1995, deadline have been treated as routine
applications for authority, and will be processed individually,
rather than in consolidated groups, their decisions being issued
commencing after March 1, 1996.

Pursuant to this decision, we shall authorize 59 CLCs to
competitively resell local exchange service within the service
territories of Pacific and GTEC. (See Table 1 for a breakdown of
the petitions.) The 59 eligible CLCs includes 28 CLCs who were
previously certificated as facilities-based CLCs in D.95-12-057.

B. Results of Petition Review
By September 1, 1995, petitions were filed by 66 CLCs

seeking authority to enter the local exchange market. The 66

petitioners include cable television companies, cellular companies,
long distance service providers, and various other
telecommunications companies, including some that specialize in
transpo~ting data. Also among the petitioners are Pacific and GTEC
each seeking authority to compete in each other'S service
te~ritory. No protests to the petitions were received with one
exception as discussed below.

Forty of the 66 petitions sought authority to offer
facilities-based service. In D.95-12-057, we granted conditional
authority to 31 facilities-based CLCs. Twenty-six CLCs sought
authority only to offer resale service using the facilities of
either Pacific or GTEC, or other carriers. In all, 63 petitioners
requested resale authority, with only 3 petitions requesting only
facilities-based authority. For those petitioners which sought
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authority for both facilities-based and resale service whict a~e

included in the Appendix A listing, we granted authority only fc~

facilities-based service in D.95-12-057. We shall act upon the

CLCs' remaining request for resale authority in this decision.

Accordingly, there are a total of 63 CLC petitions before us fo~

authority to resell local exchange service. Based upon our review,

we find that 59 of the petitions currently meet our stated criteria

for certification as CLC resellers and, accordingly, grant them

certificate of public convenience and necessity (CPCN) authority

effective March 1, 1996.

The CLC reseller petitions have been reviewed for

compliance with the certification and entry interim rules adopted

in Appendices A and B of D.95-07-054 and D.95-12-057. Petitioners

requesting both facilities-based and resale authority were reviewed

prior to certification as facilities-based CLCs in D.95-12-057 and

those petitions were not reviewed further. Consistent with our

goal of promoting a c.ompetitive market as rapidly as possible, we

are granting authority to all CLCs who have met the certification

and entry requirements set forth in our interim rules. The purpose

of the rules is to protect the public against unqualified or

unsc~upulous carriers, but to encourage the entry of a large number

of CLC providers to promote the rapid growth of competition.

We conducted a review of the past record of the

petitioners who are already certificated for other services to

determine the~r fitness to offer local exchange service. A review

of the complaint histories for some of the certificated carriers

revealed that a few companies had s~gnificantly higher than average

ratios of complaints to revenues. Some of those companies with the

higher than average complaint histories have been accused of

slamming. If the allegations of slamming against these companies

are proven, we will take appropriate action at that time.

This Commission is on record that it will vigorously

pursue any company engaged in slamming activities. We stated in
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D.95-12-057 that we intend to prevent the emergence of the prac~ice

of slamming in California's newly competitive local exchange
market. We will be vigilant and respond swiftly to any occurrences
we find. As a result of this decision, numerous CLCs are poised tc
enter the local exchange market. Those companies will be ope~at~ns

in a new environment where slamming will change a customer's dia:
tone provider. This could mean that a customer has a lesser grade
of service or perhaps no service at all. We put these competitive
local ca~riers on notice that we will be monitoring slamming
complaints filed against them and intend to take whatever steps are
necessary to ensure compliance with applicable state law and our
own rules against slamming, including revocation of a noncompliant
company's operating authority.

Petitioners had to demonstrate that they possess the
requisite managerial qualifications, technical competence, and
financial resources to provide local exchange service. As
prescribed in Rule 4.B. (1) of Appendix A of D.95-07-054, CLCs
seeking resale authority must demonstrate that they possess a
minimum of $25,000 in cash or cash-equivalent resources, as defined
in the rule. Petitioners were also required to submit proposed
tariffs which conform to the consumer protection rules set forth in
Appendix B of D.9S-07-054.

We have also reviewed the petitions for compliance with
California's Environmental Quality Act (CEQA). CEQA requires the
Commission to assess the potential environmental impact of a
project in order that adverse effects are avoided, alternatives are
~nvestigated, and environmental quality is maintained or enhanced
to the fullest extent possible.. To achieve this objective, Rule
17.1 of the Commission's Rules requires the proponent of any
project subject to Commission discretionary approval to submit an
environmental assessment with the petition for approval of such
project. This is referred to as a Proponent's Environmental
Assessment (PEA). The PEA is used by the Commission to focus on
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any impacts of the project which may be of concern and to prepa~e

the Commission's Initial Study, to determine whether the p~oje=t

'would need a Negatives Declaration or an Environmental Impact

Report.
Review of the PEAs for facilities-based petitioners

revealed the need for CACD to perform a draft mitigates Negative
Declaration and Initial Study generally describing the
facilities-based petitioners' projects, their potential
environmental effects, and mitigations measures to address those

effects. After a public comment period, CACD finalized the
mitigates Negative Declaration and in D.95-12-057 we adopted it and
CACD's proposed Mitigation Monitoring Plan.

In the current phase of this proceeding we also reviewed
the PEAs submitted by CLC reseller petitioners to determine if
there would be any adverse impacts on the environment as a result
of their entering the local exchange market. Under the definition
adopted in D.95-07-054 (Appendix A, 3.L), resellers do not directly
own any of the facilities used in the provision of local exchange
service. Since resellers do not use any of their own facilities
and will not be constructing facilities of any kind, we are able to
determine with certainty that their entrance into the local
exchange market will not have an adverse impact on the environment.

CLC petitioners were also given further guidance
regarding the requirements for CLC petitions through issuance of an
AL: ruling dated August 17, 1995, and in D.95-12-057 in which we
certificated the initial group of facilities-based CLCs.
Petitioners for CLC resale authority were notified by letter during
the week of January 16, 1996, regarding deficiencies in their
filings, and were given 15 days in which to file corrections.
Commonly encountered deficiencies included tariffs which were
unclear or internally inconsistent or in conflict with our adopted
interim rules. Corrections were submitted by petitioners during
the weeks of January 29 through February 5, 1996, in response to
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the deficiency letters. We have reviewed the filings and the
corrections which were submitted in response to the deficiency
letters. Some companies, which are discussed below, warran~

individual comment.
C. cgmunicatiQu Teldyllt_ Ipterpatiopal

Communications TeleSystems International (CTS) timely
filed a petition requesting authority to operate as both a
facilities-based and resale CLC. CTS currently holds a CPCN from
this Commission (U-5273-C) to operate as an interexchange carrier
(IEC). In D.95-12-057 we withheld certification of CTS because we

were advised that our Safety and Enforcement (S&E) staff were in
the process of conducting an investigation into the business
practices of CTS and were reviewing allegations of abusive
marketing and business practices. S&E stated its intention to file
a protest prior to January 10, 1996, to CTS being authorized to
provide local exchange service.

S&E filed its protest on January 4, 1996, stating that
its preliminary investigation indicates that marketing practices
used by CTS to obtain its long distance customers appear to violate
Public Utilities (PU) Code Section 2889.5. S&E reviewed
transcripts of verification calls made to customers who CTS stated
had agreed to switch long distance service. Such verification is
required by PU Code Section 2889.5. The independent verification
process is intended to verify the subscriber'S intent to change
their telephone provider. However, S&E found that some transcripts
show that rather than verifying previous sales, the confirmation
agents act as sales agents if the customer does not give the agent·
a positive verification. Furthermore, S&E contends that agents
provide false and misleading information to customers. At the very
least, the verification transcripts show that the customers are not
thoroughly informed of the nature and extent of the services
offered, as required by PU Code Section 2889.5(a) (1). S&E
observes that in issuing rules for CLC certification, the
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Commission stated that applicants must possess the requisite

managerial qualifications, financial resources, and technical

competency to provide local exchange telecommunications services.

S&E believes its investigation demonstrates that CTS uses marketing

practices that violate Section 2889.5 when soliciting long distan=e

customers, and therefore does not possess the managerial and

technical competency that must be required of CLCs operating in

California. Furthermore, S&E believes it is likely that CTS will

use similar marketing practices in its CLC operations and such

practices would similarly violate the CLC consumer protection

rules. S&E recommends that the Commission not act on CTS' request

for CLC authority until S&E completes a full investigation of CTS'

marketing practices.

CTS responded to S&E's protest on January 19, 1996.

While CTS takes issue with several of the points raised by S&E, we

are not persuaded to dismiss S&E's protest.

We will grant S&E's request to defer granting authority

to CTS until S&E has an opportunity to complete its investigation.

We have reiterated above our intent to take any action within our

authority to prevent slamming. Therefore, we remove ers' instant

petition for CLC authority from this docket and convert it to an

application for CLC authority. Such application will not be acted

upon until S&E has completed its investigation and we are satisfied

that CTS has not operated in violation of PU Code 2889.5.

D. Cellular Radio Service Providers

Four facilities-based cellular carriers registered by

this Commission filed for both facilities-based and resale CLC

authority. The four are: Bakersfield Cellular Telephone Company

(U-3017-Cl, Cellular 2000 (U-3037-C), Mammoth Cellular, Inc.

(U-3025-Cl, and SLO Cellular, Inc. (U-3044-Cl. In addition, Unitel

Communications, a Limited Liability Company which, according to its

Pet~tion, "is commonly controlled with Santa Cruz Cellular

Telephone, Inc. (U-3019-Cl" (Petition, pp 1-2) filed for both
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facilities-based and resale authority The tariffs filed by ~he

five companies did not describe the specific service the compar.ies
intend to provide.

D.95-12-057 directed the five petitioners to supplemer.t
their petition filings with additional information describing
exactly what facilities, if any, beyond their existing cellular
facilities they intend to use for competing in the local exchange
market and the specific services they intend to provide. On
January 16, 1996, the five companies all filed amendments to their
petitions, withdrawing their request for authority to provide
facilities-based local exchange telecommunications service. The
filings stated that at present the companies seek only to provide
local exchange service as resellers. We are ready to act on the
five petitions for resale authority at this time.

In the same decision, the Commission invited potential
CLCs t LECs and current cellular carriers to comment on the legal
jurisdictional issues. surrounding LEC-CMRS interconnection and the
appropriateness of bill and keep for CMRS interconnection. On
January 15, 1996, parties filed comments and reply comments were
filed on January 25, 1996. Since the five cellular CLCs withdrew
their petitions for facilities-based authority, the Commission need
not resolve LEC-CMRS interconnection issues in this decision. The
issue will be set for hearings in Phase 111 of this proceeding.
These hearings will address the issues introduced in briefs,
particularly the extent to which the Commission can or should
establish LEC-CMRS interconnection policies similar to LEC-CLC
interconnection policies.
E. Caribbean Telephone and Telegraph (caribbean)

and Venture Technologies Group elba Allegro
Communications (Venture)

Caribbean and Venture both made timely filing of their
petitions for local exchange authority. Commission staff reviewed
the companies' petitions and sent a deficiency letter to each.
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company on November 27, 1995. In response to the deficiency

letters, both companies asked for extensions of time to corre=:

their deficiencies. In D.95-12-057 we granted the request fo~

extensions of time to file corrections to their filings and

indicated that we would consider their petitions with the rese:le~

group to be certificated in February 1996. The two companies were

ordered to file their corrections by January 15, 1996.

Although CACD staff discussed the deadline for filing

corrections with the two companies, neither company had filed its

corrections by February 9, 1996, more than 3 weeks after the

deadline we established. We will not approve their petitions at

this time, and therefore, order that the petitions for both

Caribbean and Venture be converted to applications which will be

addressed outside this docket.

F. Working Assets Funding service

Working Assets Funding Service (Working Assets) timely

filed on September 1, 1995, for authority to provide competitive

local service as a reseller. Working Assets was sent a deficiency

letter on January 16, 1996, but did not respond in writing to the

deficiency letter.. Instead, in informal discussions with CACD

staff, Working Assets indicated its intent to wait until wholesale

rates were set before determining whether the company wished to

enter the local exchange market as a reseller. Therefore, we

convert Working Assets' petition to an application which will be

addressed outside this docket

G. Pacific and GIBe's Petitions

Pacific and GTEC timely filed for authority to compete in

eact other's territories on both a facilities-based and a resale

basis. In D.9S-12-0S7 we certificated both companies as

facilities-based competitive :ioca: carriers. In this decision we

approve their further request to be certificated to provide resale

service in each other's territories. Pacific and GTEC's resale
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authority is subject to the pricing rules adopted for CLCs and is
applicable only within each others' service territories.

H. Authority Granted
Based upon our review, we conclude that 59 of the CLC

reseller petitioners have satisfactorily complied with ou~

certification requirements for entry, and accordingly grant these
petitioners CPCN authority to competitively resell local exchange
service effective March 1, 1996. The list of petitioners eligible
to commence service March 1, 1996, which includes those
facilities-based petitioners who also requested resale authority,
is set forth in Appendix A. Unless otherwise noted, petitioners
will be authorized to begin service effective on or after March 1,
1996, upon the filing of tariffs in accordance with the terms and
conditions set forth in the proposed tariffs filed with their
petitions or,. as applicable, with their filed corrections of
deficiencies. In the case of certain CLCs as identified in
Appendix C, the authority granted is conditional upon the CLC
further amending its filed tariff as described in Appendix c.

Petitioners listed in Appendix A are ordered to file
compliance tariffs, which comply with the requirements outlined in
the deficiency letters issued by CACD and subsequent ALJ Rulings
issued on November 16, and November .21, 1995. In addition,
petitioners must comply with tariff changes ordered in D.95-12-057.
Pe:itioners may not use the compliance filing to make any changes
to their tariffs, other than those l~sted in the deficiency letters
issued by CACD, or as ordered in this decision.

The following tariff changes must be incorporated into
the compliance filings made by all reseller carriers:

1. Three of the surcharges collected by
telecommunications carriers changed
effective January 1, 1996. The Universal
Lifeline Telephone Service CULTS) surcharge
was increased from 3% to 3.2% of all
intrastate services in Resolution T-15799
dated November 21, 1995. The Deaf
Equipment Acquisition Fund (DEAF) Surcharge
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