The Commission finds that AT&T's request is umely and appropriate in that i 5
imperative that 3 reseller have accass to the same serviCe ordering provisions, senvice
trouble reporting and informational databases for their customers as does BeliSouth. The
Commission finds that BellSouth shall establish the requested operational interfaces by
July 15, 1996. ATAT's request for an additional 10% discount is denied. The Commission
finds that access to these interfaces shall be made available to any requesting party at
the same terms and conditions.

DIRECTORIES

AT&T has aisc reguested thal ihe Commission estabiish ceriam provisions
regarding the maintenance of teiephone directories. The Company has spedcificaliy
requested that (1) BellSouth be required to include basic white page listings for resellers’
residential and business customers as well as yelow page listings for kusiness
cusiomers: (2) additionai or enhancad listings be made avaliable to the reselier at &
same rates, terms and conditions as available to BellSouth customers,; (3) BeiiSoutn
make directory iisting data availabie for purchase sc that the reseiler can package ang
brand its own white and yellow page directories and; {4) reseliers be afforded me
opporiunity fo place incal customer service information in BeliSoulh's direciaries

BeilSouih witness Scheye presented testimony that indicates that tor all dicectary
raatiers other than insertion of regular listings in the white pages, arrangement wili be
made with BeliSouth's directory affiliate, BAPCO. The brief filed by BAFCO on April 16.
1924, refiects a similar positton. BAPCC appropriately nates: “[his Commission
nistoricaily has not asserted jurisdiclion over publishing of Yeliow Pages.” (BAPCO briei)
BAPCO has indicated an express willingness to provide the addinonal dweciorv
arrangements requested by AT&T. MFS, Sprint. MC1, ATA, COMPTEL and CUC did nox
take a position on this issue.

The Commission finds that BellSouth shail include white page listings for ail new
resellers’ customers in its directory. All other directory arrangements requested by AT&T
shouid be pursued with BellSouth’s service agent BAPCO

Docket No 6352-U
Page 12 ot 18



LED R we

AT&T has requesiad the abilty to purchase from BeifSouth “branded™ aperato:
senvices (inciuding directory assistance. 0+, 0- toll dimling, busy fine verification and
interrupt). Arernatively the Company has requesied that BeliSouth be ordered 1o provide
selective routing arrangements that wil ensbie an ATST customer to reech an ATST
operator pistform st as a BeliSouth customer can reach a2 BeliSouth operator today.
MFS and Sprint support ATETs request. Sprint further recormended that custom
branding for reseflers is a service reseflers should pay for, and soms branding requests
may not be technically feasible.

BeliSouth witnese Scheye testified that fhe Company stands ready 10 imbundie any
network slements requined by tslscommunications carriers where technically feasible.
BeliSouth advocates that embedded cost should be uiized in determining the cost of an
unbundied network element. MCI, CUC, COMPTEL. and ATA did not take a position on
thig issue.

The Commission finds that AT&Ts requesi is velid arxi reasonable. The
Commission finds that the ability of 2 competing carrier to utilze their own operstors or
custom “branded” operafor services will snhance the sbility of that entity to effectively
compete. Howewver, sufficient svidence was not presented by the parlies regarding
techpical limitations, implementation cost and cost recovery. Accordingly, unlil the parties
are able to present credible svidence on these issues, the Commission cannot grant
ATETs reguest.

The Commiasion directs that AT&T and BeliSouth submit a joint report 1o the
Commission which addresses a resolution of these cutstanding issues. If the parties do
not reach an agreement on these issues, sach perty shoukl reflect their positions and
factual evidence which supports same in the Dody of the report. Absent a resclution. this
report shaill be used as a primary basis for @ Commission decision regarding this
matter.

Docket No. 6352-U
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WHEREFORE, 1T iS:

ORUERED that all existing refail services sold © non-telecommunications
providers except those sefyvices which are pressntly grandfathered shall be made
available for resale. This includes any discounted rotail service, discounted package, and
new service offerings as they become avallable. Promotions are not inciuded because
they are not Gariffed offerings. The Commission shaR continus to monitor the
granditathered provision and the offering of special promotions to insure that they are
implemented in 3 way that is consistent with existing Commission policy.

ORDERED FURTHER, that the Commission shall impose clags of service
restriction on the resate of all retsi service offerings. in addition, the Commission shal
adopt the interLATA joit marketing restriction contaned m the Federal Act

ORDERED FURTHER, that within 30 days of the issusnce of this Order BeliSoutr
shall be roquired to fite 8 separste complote Wholesale Tarff containing the rates, terms
and conditions for 8l services provided. This initial filing a5 wek as proposad revisisns
shaif be subject to Commission spproval. All proposed revisions 1o this tarift shail campiy
with the exasting 30 day filing requiremeni. BeliSouth shall continue o comply with the
existing provision in its Generatl Subscriber Sarvice Tariff which requires a 30 day nofice
to the Commission on alt promotional offerings.

ORDERED FURTHER, that the Federal Act standard of retail rates excluding
avoideg costi is the appropriate bases 1o determine wholesale rates. The Commission
shall inhially use embeadded cost infformation to determine avoided costs as specified in
the Federal Act A saparate discount shall be determined for each customer class and
the discount shall apply equally to ak services contained in BellSouth's wholesale tarif
Negotated agreements may reflect adkfitional discounts for ionger tevms.

Docket No 8382-U
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QRDERED FURTHER, that the appropriate wholesale discount IS 20.3% for
rasidentia! senvices and 17.3% for business services These discounts shad apply to all
recurting, non-recurring and intrastate toll retsil offerings. The custently tariffed non-
recurring charges for primary and secondary services with the appropriste discount shab
apply to resellers. Those discourt jevels shall remain In effect for 2 12 month period
. saffactive June 15, 1986. Al the end of this 12 month period, the Commizsion shed
conduct a review to determine if the need exists to modify these initial discount leveis.

ORDERED FURTHER, that BellSouth shal! estzblish elecironic operational
interfaces for pre-service ordering, service ordering and provisioning, directory listing and
tine information databases, service trouble reporting snd daily usage dats by July 15,
1808. AT&T's request for an additionaf 10% discount is denied. Access to these
interfaces shall alsc be made avaiiabie 1o any requasting party at the same terms and
condifions. These interfaces shall provide access tc reseliers for their customers which
is equivaient to that of the incumbent LEC . BekSouth and ATE&T anali submit a joint report
to the Commiasion within 30 days after this Order 8 iesued which wilt update the activiiias
and mplementation time frames necessary to deploy thess interfaces.

ORDERED FURTHER, that Bensm shall inciuse white page Ystings for ail new
resstlers’ customers in itz direclory. All other directory arangements requested by ATST
shiouid B2 pursaed with BellSouth's service agent BAPCO.

ORDERED FURTHER, thet ATAT and BeldSouth are directed to submit a joint
raport to the Commigsion within 30 day=s of the issuance of an Onder in this docket which
agdresses a rescivtion of outstanding issues relative to AT&T's prowvision of its own
operator services. If the parties do not reach an agreement on these issues, each party
should reflect their position and factuat evidence which supports same in the body of the
repert. Absent a resoiution, this repont shalt be used as a primary hasis for a Commiasion
decision ragarting this matter.

Docket No. B352-U
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ORDERED FURTHER, thal a motion for reconsideration, reheanng, or orad
argument or any other motion shali not stay the effective date of this Order, unless
otherwise ordered by the Conmsmission.

. ORDERED FURTHER, that jurisdiction over this matier is expressly retained for
the purpose of entering such further Ordet or Orders as this Commission may deem just
and proper.

The above acGtion by the Commission in Spedial Administrative Session on the 28th
day of May, 1998.

| Usat Lo

Terri M. Lyndat Dave Baker
BExecutive Secrelary Chairman
N\
ok \[(M‘Q /2, /99¢
Date Date ;
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CALCULATIONS SUPPORTING Append 1
WHOLESALE DISCOUNT LEVEL

The wholesale discount ievel was calcuiated ulilizing the Avoided Cost Dlsgoum
Model proposed by BeliSouth witness Frank R. Koib.The basis sguation contained in Mr.
Koib's modet is reflected below:

COST AVOIDED AS A RESULT OF RESALF
% DISCOUNT= X 100

REVENUE FROM RESOLD SERVICES

The Commission has made adgustments to the avoided cost calculated by Mr. Kolo
to reflect additional avoided cost for sales, advertising, call compiegtion services, number
services and an assignmert of indirect cost associgted with the direct cost aliocation
contained in BeliSouth's calculations. The aumerical information ulilized o make these
adjustments was derived from Staff data requests submilted in the context of the public

hearing regarding this matter.

The first adjustment the Commission made to BellSouth's avoided cost calculation
iz t0 recognize additional avoided cost associated with Sales. The Company's study
included $38,906,057 as avoided cost for Sales. This repragents 81% of the totaf sates
expense incured by BeliSouth's Georgia Operations for 1985. The Commission has
included in its calculation avoided cost for Sales of $48,675,614. This represents 75% of
the fotal sales expense incumred by the Company. Afler reviewing BellSouth's Actount
Records Categories for Sales (Account 6612) the Commission finds hat many of the
representative work functions contained therein will be avoided in a resale environment.
The Commission finds that the recommended avoikied coat associated with Sales
contained in this caiculation is conservalive at best

Docket No. 6352-U
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The Commission finds that it is reasonable to aseume that there is 3 direct
correlation between Szales and Product Advertising. BeaSouth did nol include any product
adverlising cost as avoldable In their study. The Company incurred preduct advertising
expense of $17,.666.581 for year-end 1995. The Cammission finds that in order to remain
consistent in its approach, it is appropriate and reasonabie o conclude that 75% of the
total product advertising cost will be avoided. This yields avoided Product Advertising cost
of $13,174,943. Likewise, a review of the Company’s Account Records Categories for
Product Advertising (Account §813) reveals that many of these work funchons wili be
avoided in the wholesale provisioning of services.

Several parties in this docket indicated their intention fo wtilize their existing
operators 10 provide local operator and call compietion services (i.e., 0+, O-, Direclory
assistance). BeliSouth's study thd not include any avoiied cost reisted to Call Compietion
=nd Number Services which are expense categories directly related o the provision of
operator services. The Commission has inoluded $3,031,585 in its caiculation sa avoxied
cos! sssociated with Call Compietion. This represent 25% of the total Call Completion
expense incurred by the Company for 1995, Similarly, the Commission has included
$8.281.083 in its calcuiation as avoided cost related to Number Services. This represents
Z5% of the totai Number Service Expense incurred by BeliSourth. The Commission finds
that a 25% allocator represénis a reasonable iniiai assignment of cost thet will be
avoided. Potentially, avoided cost in these areas may grow as compefitors’ call
compietion traffic increases.

The final adjustment the Commission made to the BeliSouth cost study retates o
the sssignment of indirect cost which will be avoided. The avoided cost identfied in the
Company’s calculations are al related to direcly assignable cost. BeliSouth did not refiect
any indirect cost such as General Support, Administrative, or Corporate Opesations in
fis study. The tote! avoided cost included in the Company’'s study i8 $137,126.370. The
tota! direct avoidable sxpenss included in the Commission's calculations is $170,383,518
The Commission finds that in keeping with its forward-iooking approach, i is reasanable
to ieflect a level of indirect avoiganie cost asscciated with the direct avoidable cost
previously identified and calcuiated.

A review of previous cost studies submitted by BeliSouth to the Commission
reflect & range for indirect cost as 8 percentage of direct cost to be 30% to 50%. The
Commission finds that #t is reasonabie to calculate the indirect savoided cost using a 50%
factor. This ylelds an addittonal avoidable expense of $85 101,759, This level represents
tess than 5% of the total expense($1 861,747, 721) BellSouth deemed unavoidable, The
Commission finds that as with all the previous agjusiments made to BellSouth’s study,
this estimate of indiract avoidable cost s extremely conservative. The total avoidable
cost (direct and indirecf) calculated by the Commission is $255,575,277

Docket No. 6352-U
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The Commission utilized the swme tolsl revenues from resold services as
contained In the BeliSouth study. The atudy containe residential revenuss in the amount
of $653,955.846 and business revenues of $709,781,717. The total revenves conained
in the study are $1,363,737,563. The Company's study reflect that 52% of its total
caiculated avoided cost is afiributable to residential services and 48% to business
services. The Commission utiized these same percentages in calculating its separate
residential and business wholasate discounts.

The Commission’s Approved Discount Levels Are Calculated Below:

$132,899 144
RESIDENTIAL DISCOUNT = _ X 106= 20.3%

$6463,955,84¢6

$122,676,132

BUSINESS DISCOUNT = X 100 = 17 3% -

$708781.717

Dacket No. 8352-0
Page 3 of 3
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QPINION
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
(G’I‘EC),l 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 rrase Il issues
include the reasonableness of resale tariffs’' nonrate terms and
conditions, 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
this order refers exclusively to Pacific and GTEC.
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II. 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 Commission Advisory and Compliance Division (CACD!
to accept parties' informal proposals for interim rules for local
competition, as submitted on January 31, 1995. We reviewed
parties’' 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, 19895. 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
categories 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 deal: with certification of
facilities-based CLCs, interconnection issues (Section 8 of
Appendix A) and related rulemaking issues required to institute
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facilities-based competition effective January 1, 1996. Phase =
issues were resolved by D.95-12-056 and D.95-12-057.

Phase Il covers certain issues to be addressed througn
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, 19S6.

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 Il issues.

Parties filed comments on the proposed rules on May 24,
1995. By ALJ ruling, parties were authorized to file further
writter 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 10, 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, GTEC, the California
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Telecommunications Coalition,2 the Commission's Division of
Ratepayer 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

summarized 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 petitions
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
begin cffering competitive local exchange service effective

January 1, 1996.

2 The Coalition currently consists of AT&T Communications
Cal:fornia, Inc.; California Association of Long Distance Telephone
Companies; California Cable Television Association; California
Payphone Associlation; ICG 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 Normalization.
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TABLE 1 -- NUMBER OF COMPETITIVE
I.LOCAL CARRIERS CERTIFICATED TO PROVIDE

RESALE SERVICE

Competitive Local Carriers (CLCs) Number

Total number of CLCs which applied for 66
certification by 9/1/95

Less:

Number of CLCs which applied for certification -3
only as facilities-based carriers by 9/1/95

Total number of CLCs which applied for 63
certification as resellers by 9/1/95

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 I
deficiency letter in a timely fashion

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

Total number of CLCs certificated as resellers 59
in this decision |




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

The second group of eligible petitions, representing
prospective CLC resellers, is before us for certification 1ir this
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 reguirements for certification
in D.95-12-057, were added to the pending group of petitions
seeking CLC resale authority. All filings for certification after
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 Petitiop Review

By September 1, 1995, petitions were filed by 66 CLCs
seeking authority to enter the local exchange market. The 6¢
petitioners include cable television companies, cellular companies,
long distance service providers, and various other
telecommunications companies, including some that specialize in
transporting data. Also among the petitioners are Pacific and GTEC
each seeking authority to compete in each other's service
territory. 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. 1In D.95-12-057, we granted conditional
authority teo 31 facilities-based CLCs. Twenty-six CLCs sought
authority only to offer resale service using the facilities of
eitner Pacific or GTEC, or other carriers. 1In 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 which are
include@ in the Appendix A listing, we granted authority only fcr
facilities-based service in D.95-12-057. We shall act upor the
CLCs' remaining request for resale authority in this decision.
Accordingly, there are a total of 63 CLC petitions before us for
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, 199%¢€.

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 competitive 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
unscrupulous 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 their fitness to offer local exchange service. A review
of the complaint histories for some of the certificated carriers
revealed that a few companies had significantly higher than average
ratios of complaints to revenues. Some of those companies with the
higher than average complaint histories have been accused of
slamming. 1If 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 practice
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 operating
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 competit:ive
local carriers 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.95-07-054.

We have also reviewed the petitions for compliance with
California’'s Environmental Quality Act (CEQA). CEQA regquires the
Commission to assess the potential environmental impact of a
project in order that adverse effects are avoided, alternatives are
investigated, and environmental gquality is maintained or enhanced
tc the fullest extent possible. To achieve this objective, Rule
17.1 of the Commission's Rules regquires 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 prepare
the Commission's Initial Study, to determine whether the project

-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 petiticners' 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 regquirements 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

i0 -
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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, warrant
individual comment.

ions TeleSvstems Internation:

Communications TeleSystems International (CTS) timely
filed a petition regquesting 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). 1In 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 28895.5. 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 288%.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 reguisite
managerial qualifications, financial resources, and technnical
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 distance
customers, and therefore does not possess the managerial and
technical competency that must be regquired 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 CTS' instant
petition for CLC authority from this docket and convert it to an
appiication 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-C), Cellular 2000 (U-3037-C), Mammoth Cellular, Inc.
(U-3025-C), and SLO Cellular, Inc. (U-3044-C). 1In addition, Unitel
Communications, a Limited Liability Company which, according to its
Petition, "is commonly controlled with Santa Cruz Cellular
Telephone, Inc. (U-3019-C)" [Petition. pp. 1-2) filed for both
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facilities-based and resale authority.  The tariffs filed by :the
five companies did not describe the specific service the companies
intend to provide.

D.95-12-057 directed the five petitioners tc supplement
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, 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 III 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 dba Allegro

Communicatjons (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. 1In response to the deficiency
letters, both companies asked for extensions of time to correc:
their deficiencies. 1In D.95-12-057 we granted the reguest for
extensions of time to file corrections to their filings and
indicated that we would consider their petitions with the reseller
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
letzter 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 GTEC's Petitions

Pacific and GTEC timely filed for authority to compete in
each other's territories on both a facilities-based and a resale
basis. In D.95-12-057 we certificated both companies as
facilities-based competitive loca. 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 :s
applicable only within each others' service territories.
H. Authority Granted

Based upon our review, we conclude that 55 of the CLC
reseller petitioners have satisfactorily complied with our
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 eligibie
to commence service March 1, 1996, which includes those
facilities-based petitioners who also regquested 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. 1In addition,
petitioners must comply with tariff changes ordered in D.95-12-057.
Petitioners may not use the compliance filing to make any changes
tc their tariffs, other than those listed 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 (ULTS) 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



