
We are submitting the original and one copy of this Memorandum to the Secretary in
accordance with Section 1.1206(b)(2) of the Commission's rules.

Please stamp and return the provided copy to confirm your receipt. Please contact me
at (202) 326-8889 should you have any questions

The purpose of the meeting was to provide an overview of the pricing flexibility within
the states served by SSC's local exchange companies. The attached written materials
were distributed and discussed dUring the meeting.
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Re:

September 3, 1998

Memorandum of Ex Parte Communication

Ms. Magalie Salas
Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

Dear Ms. Salas:

On Thursday, September 3, 1998, representatives of SSC Communications, Inc. (SSC)
met with members of the Commission's Competitive Pricing Division. Attending from
the Competitive Pricing Division were Mr. Jay Atkinson, Mr. Aaron Goldschmidt,
Mr. Rich Lerner and Ms, Tamara Preiss Attending on behalf of SSC were Mr. David
Hostetter, Mr. Paul Zacher and the undersigned
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Pricing Flexibility Not Related to Service Category

• Customer Specific Pricing (Contract Pricing with price minimum based on
Increlnental Unit Costs or established cost floors)

• Arkansas
- All Business Services

• Kansas

- Central Office Based PBX Service and High Speed Private Line Services, Special Access

- Other Services deemed "Competitive by PUC"

• Missouri

- Central Office Based PBX Service, Private Line Services, Special Access

• Oklahoma

- Central Office Based PBX Service, High Capacity Private Line, ISDN Primary Rate Interface
and Special Access

• Texas

- High Speed Private Line, Central Office Based rBX (>200 Stations), Billing & Collection
Service, ISDN Plimary Rate Interface (5 Or More), Select Data (31 or more of Volume Package),
and Special Access

• Califomia

- All Category II and Category III Services (defined @ page 7)

• Nevada

- Central Office based PBX, High Capacity Private Line and Custom Networks
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• Volume and/or Term Pricing (Specified per Tariff)

Arkansas
Intellinumber, Area Wide Networking, Disaster Routing, Intelligent Redirect, ISDN-basic, Digital Loop,
DID, Frame Relay, Analog PBX, Customer Billing Reports, ISDN Primary Rate Interface, Select Video,
IntraLata Long Distance, Central Office Based PBX, 800 Service

Kansas
Intellinumber, Area Wide Networking, Disaster Routing, Intelligent Redirect, ISDN-basic, Digital Loop,
DID, Frame Relay, Customer Billing Reports, ISDN Primary Rate Interface, Select Video, IntraLata
Long Distance, Central Office Based PBX, 800 Service

Missouri
Intellinumber, Area Wide Networking, Disaster Routing, Intelligent Redirect, ISDN-basic, Digital Loop,
Frame Relay, Customer Billing Reports, ISDN Primary Rate Interface, Select Video, IntraLata Long
Distance, Central Office Based PBX, 800 Service

OklahOilla
Intellinumber, Area Wide Networking, Disaster Routing, Intelligent Redirect, ISDN-basic, Digital Loop,
DID, Customer Billing Reports, ISDN Primary Rate Interface, Select Video, Central Oflice Based PBX,
800 Service, Megalink I & II

Texas
Intcllinumber, Area Wide Networking, Disaster Routing, Intelligcnt Redircct, ISDN-basic, Digital Loop,
Customcr Billing Rcports, ISDN Primary Ratc Interface, Selcct Video, IntraLata Long Distance, Central
Office Based PBX, 800 Service, Megalink I & II

California
ISDN Primary Rate Interface, IntraLATA Long Distance, Residential Optional Plans, Central Office
Based PBX, 800 Service, allowed

Nevada
ISDN Primary Rate Interface, IntraLATA Long Distance, Central OfTice Based PBX, 800 Service

SBC Communications, Inc. 3



• Promotions (Telnporary Financial Incentive to Purchase)

State Regulatory Notification
• Arkansas - 1 day prior

• Kansas - 20 days prior

• Missouri - 10 to 30 days prior

• Oklahoma - 30 days prior

• Texas - 21 days prior

• California - 5 days or less

• Nevada - 1 day prior

Proll1otion Period (Length of promotion)

• Arkansas, Kansas, Missouri, Oklahoma, Texas
- No specific limitations

• California and Nevada
- Initial promotion period limited to 120 days with 120 day extension permissible

Consecutive Pron10tions (Repeat PrOinotion without inten uption)

• Arkansas, Kansas, Missouri, Oklahoma, Texas
- No specific limitations

• California & Nevada

- For Category II services a stand down (no promotions) period is required following completion of
the promotion
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Arkansas
Group 1·
Group 2

Oklahoma

Not Applicable

Competitive
Service Classifications

Kansas
Basket I
Basket II
Basket III

Sub-Basket III

Texas
Basic

Discretionary
Competitive

Nevada
Essential

Discretionary
Competitive

SBC Communications, Inc.

Missouri
Basic

Non-Basic

California
Category I
Category 11
Category III
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Services or Service Groups by Competitive Classification

Arkansas

G.'oup 1

Local Exchange Service
Touch-Tone Calling Service

Switched Access Service

Group 2

All Other Tariffed Services

Kansas

Basket I

Local Exchange Services
Optional Local Calling Plans

Touch-Tone Servicc
Lifeline Service

Basket II

Switched Access Service

Basket III
All Other Tariffed Services

Sub-Basket III
Competitive Services

SBC Communications, Inc.

Missouri

Basic

Local Exchange Services
Switched Access Servlce

Non-Basic

All Other Tariffed Services
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Services or Service Groups by Competitive Classification

Texas

Basic

Local Exchange Setvice, Touch­
Tone, Coin Access, Trapffrace,
Switched Access, CLEC
Intercormection, EAS
(Mandatory), Mobile
Interconnection,
Directory Assistance, Pre-sub
IntraLATA Long Distance

Discretionary

Pre-sub IntraLATA Long
Distance (with 2 pic Equal
Access), Operator Services,
Custom Calling, Call Control
Options, CO. Based PBX,
Billing & Collections, ISDN,
New Services

Competitive

WATS, 800, Foreign Exchange,
Private Line, Special Access, Public
Telephone Service, Paging, IMTS,
911 Premises Equipment, Speed
Dialing, Three-way Calling,

California

Category I

Network COIUlcction Charge
(NIC), Colocation, Public Policy
Telephones, Switching Portion of
Switched Access, E91 I, CNSs,
BSEs, Multi-line Call Detail,
Resale Services

Category II

Local Exchange Sclviee, Private
Coin Aceess, Directory Assistance
(Iocal&lntraLATA), Misc. Svc,
Custom Calling, Call Control
Options, Billing, C.O. Based PBX,
Operator Services, FX, FSO, EAS,
OCPs, WATS, 800, PBX Trunks,
Special Access, Hi-speed PL, Inf.
Access, Local Transport, ISDN,
Inside Wire Maintenancc, SMDS,
Frame Relay, ATM Cell Relay

Category III

Voice Mail, Call Mgml., ElectlOnic
Messaging, Public Packet
Switching, Directory Advertising,
Simple Inside Wire Installation

SBC Communications, Inc.

Nevada

Essential

Local Exchange Service, Access
Service, Private Line Service, and
other tariffed services.

Discretiona ry

Custom Calling 2000 Features,
oeps, Express Call Completion,
ISDN Primary Rate Interface

Competitive

e.O. Based PBX, Custom Calling
Services, Yellow Pages, Frame
Relay, Inside Wire, Voice
Messaging
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~uirements for Change of Service Category

• Arkansas and Oklahoma
Not applicable

• Kansas
Number of Alternate Providers

Type of Alternate Provider

Substitutable Services

Comparable Products

Availability of Competitive Services

• Missouri
Services shall be classified as competitive in any exchange where an alternate local exchange provIder has been
certified under section 392455 and has been providing basic local exchange service for at least 5 years

• Texas
Meet Competitive Safeguards

Meet Public Interest

Alternative Facility Based Provider (available to 60% Or more of served access lines)

No substantial barriers to market entry

Must not have market power to control price

• California
Must demonstrate lack of significant market power and requires formal application with PUC

• Nevada
Clear and convincing evidence that the affected service is competitive
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Service Category Related Pricing Flexibility

• Arkansas & Oklahoma
Not applicable

• Kansas
Basket I

Services may be rate re-balanced within the basket

• Services within the basket are subject to Price Cap Formulas in the aggregate

Basket II

Services are required to be in parity with Interstate

Basket III

• Zone Pricing may be implemented (different prices for different exchanges or groups of exchanges)

Services within the Basket are subject to Price Cap Formulas in the aggregate Sub-Basket III services
are not included in the Price Cap Formula for Basket III

Competitive Sub-Basket of Basket III
Flexible Zone Pricing (within price ceiling and price floor)

Individual Customer Pricing

Commission may price deregulate a given service in given geography

SBC Communications, Inc. 9



• Missouri
Basic Services

Capped at existing rates until January 1, 2000

Subject to Price Cap formula for subsequent increases

Non-Basic Services

Prices capped at existing rates until January 1, 1999. After this time, prices may be increased at a level
not to exceed 8% annually

Competitive

Services deemed "Competitive" are subject to increases at the discretion of the LEC with LRIC as the
price floor.

• Texas
Basic

Prices are capped until September 1999

Discretionary

Prices may be adjusted between the price ceiling and LRIC (price floor)

Plice ceiling is price in effect at time of September 1995

Price changes subject to meeting Competitive Safeguards

Prices can be adjusted upward a maximum of 10% per year

Competi tive

No Price Ceiling exists, only a price floor at LRIC

Price changes subject to meeting Competitive Safeguards
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• California

Category 1

Price Change only through Commission order.

Category II

Prices can be moved within a floor and ceiling, Price increases are effective on 30 days notice, price decreases
on 5 days notice.

Category III
Prices can moved between a floor and the ceiling at the company's discretion Changes are effective on one
days notice,

Maximum Prices can be increased with written notification (Advice Letter)
Become effective in 5 days if increase is 5% or less

Become effective in 30 days if greater than a 5% increase

• Nevada
rsscntial

Basic Sub-Basket (Basic Exchange Service)
Prices capped through 200 I (altemative regulation plan expires)

Prices can be decreased without formal PUC approval up to 10%

Prices can be decreased with fonnal PUC approval at levels greater than 10%

Essenti aI-Other

Prices call be moved between the ceiling and 110m price without fOllllal PliC apprO"al Such price changes must be revenue
lIeutr,lI to the LEC (within the Essential Sel\'ices calegory)

Illcreases to any given product are limited to 2()'X, for the period of the alternative regulation plan

Discretionary

Prices can be moved between the ceiling and floor upon filing with the PUC (ten days notice)

Competi tive

Prices can be changed without regulatory approval Reasonable customer notification is required

SBC Communications, Inc. 11



(c) Applielde& T'biI-=riaa apptieI1D ........ ILECa.

lJ.101. IUclaailJcali_ or TeJecomlDUJlicadou Services for £JecUallacumbala Local £uhu&e Carrie"
(IL£C.).

" ..§23.101-1

(a) Purpo-. The Provisions of this scc:tion:
(1) emblisb the minimum aiteN aDd SWJdards for n:c:bsIifying a basic uerworte: service as a

discretionary service or competitive savice; or • disactiorwy savice as a COmpctltive SCl'Vlce.
pursuant to the Public Utility Rc,uWory AD. (PURA) §.58.024; aDd

(2) to cmblisb the proc:cdun:l to be foUOMld in petitioaiD, for I"dlssifi<:aion.

(b) Defiailiou. The (oUowiu, Vo'OIdIIDd termI ",bal used in thillICICtioIl shall have the foUowing meaning
unlcsa the CODt.e:x:l cJcarIy jndj.... otbcnriIe:
(1) Buic ........n lelric:eI (BNS) -1"1ae a:mca u dcfiDed in PURA §.58.0~I1, and my other

service tbe cmuniaion~c-..u..a bIIic DftOIk service.
(2) C_petid.. leiv. (CS) - 'IbaII.me.. ddbIed ill PURA 151.151._ my other service

the c:ommiaion subIequI:Ddy c:aqariza u a competitive savic:e.
(3) DiIa'&'d1ur7 ..... (DS) - 'IbaII.me.. dIIDId ill PURA '''.101. aDd lIlY other savice

the CO"'"'iaion subIequI:Ddy '*'IDiu.••diaa.-.., .me..
(4) EIecdIIt ILIC - AD "'eM'i,.lLEC II. is •• JocaI erlmtp complftJ thai has filed the
~ole~ i..... iaPtJItA 'A02L.

(5) KRI - TIIaI4elln j'iep.. iD 123.3 oltllia tide (rellliDlao l)eftnjrjcms).

(6) Fad"deI pnQ.... - A. .. I "'*Wi.. pnwidIr dill JIIcMdII telec:ommgniratioas
_ riCllllIIiIII ftciljtW IbII iI ....__... [ • • 'w,;' olfac:jljtjM dill it OMI& IDlI Jares.
i~"""'" _wwk.lem n

(7) Iw '_lealm; .. ~ ._,.,. (IUC) -1111I ,,;.p.. ill 123.3 oltbil titJ&
(I) -sh 1'IadIII ... - n. .... ,to ..widIia 111I ILECI teuilUi', COIIIiIbD, of

oae ar mare ew:tmp ..... _ wtIidI it ...,...-,;,."... ol• .mea.

(d) C ,.,..·' '& d • .,••oTiil1'llll c·"'aN_III"; ill order .
•• ' 't.~ . ,
(1) Pleal .....I,..~.,..... n. .;.·., ~.saviceUDti1

each compeOtive afcpard pracribed by PtJItA 0Ip'Ir 60, S (B) IbrauP (H), is fullyi'" It
(2) Dell..... fII~... All. 'i. ILSC .. dai... tbe adIInp areas for

wbida it II IIIII:iq II) ra::II&ift CIIC:Ia.w:.. A. .. 1M •fIL.;wriaa area .. coauiD the eDtin::
ItililUi' eII.-:Iac t ,.__.....

(3) I~ fila ,ka • -. nd M'IIlI. Aa.'i,.ILEC..ideadIy each savice wlUdl it
is .eIriq • r~ ad 1PIdfY. _ eKIa .me.. wtIlcdIs the ICI'rice is far residemW lines.
baiI:iDlr8liDe1, ar badL

(-4) PlabUc ...~ !be redmiftnrjcw ell the ICI'rice it .;. ad I""SODabIe, is DO(

Waltt-] tINy pu:!taezabal. plejii'tiri,1,ar~. ar pnd:ataIy ar aU-e""'petitive, and is in
the pabtic iDra'eIL

(~ _ cit· p. R.- c:benpwlbl1l be· ".'","'" by the conmaiaion. iII.1llpInIe proceedinl.
after II!'M'·~.. CCLWied.

(e) S~ ,. nch .'IaIdIa fII. buic wcwwk .....""""""..,.a. ID addition to
tDCCIiD, die I. j iD~ (d), till fIDIJGuriIII~ IiIIIII be M'isfted in order to
redasIitf. bIIic.....n:.me.•• cW:a...., .me.:
(1) The .mea11_ Me , 10" i;"ue'.... c:IIt ad
(2) Pubtic poticy ........ tbII the .me. cto. .. DIId III ra.ia in • bIIic~ service

clU'ifttarica



<0 SCMcIardI f.-nets ilfle 'I•• fila.~~w.1I.~~"'!~1.,_~I1~...,.~• a e-apcdd!4i
~~~...~;'"'Iri!l' die ieqair .... 'I ..<"iii toIIowia&.. CODdltiou must be
~~ __!:~ a baic aawort service • a CIDIIIpIIirive senic:c Of to rcc1assiIy Z:~
diiU..-., IeI'\I1ce •• competitive savi~
(1)~ Then: is an aJternative fxiJities-based provider otreriJl. the same. equivalent. or subsurutable

service at comparable rau:s, terms. and conditions in the rec1usjfication area;
(2) At least 600/. ofacc:ea lines of the type. ather reside:Drial. busiDea. or both. for which the service lS

provided that are located in the recJassific:atioa area bave access to aJt=Dabvc. facilities-based
providcrr.

(3) Substantial burien to entJy do DOt exiJt for the re1cYut mutr.ct:
(') The existinl competitors have Of can eu:iJy obcaiD additiOlll1 capICity. Of DCW competitors may

easily eata' tbe marla:t ill respoIIIe to ID iDaaIe ill price at tbednn• D.EC's rates; and
(') The deaiDI D.EC does DOt bI¥e IDIrbr power mfJ'c:iac to CIIIIII'Ol, ill • IIWIDa' tJw is adverse to

the public iDtaest. the price at the .me. ill tbr: lIIldaniflcwlimluea.

<I) Reqala IllIforMldce ..dcoa.... f1 ....ppll .....~wtdldlillICdo&
(1) Notice ~ ApplicadaaL The decIiD. IL!C IbaI1 J'I'O'i* cIinlcl DGdce to all Certificate: of

COIIYeftieDce ad Nece.iIy. Scmce PnMdIrCcr~atOpenlliq AuIbarity ad Cenific;::are of
()perIDJII Authority holden o&riq .me. ill tbr: I'd",..... ana IDd direcl DOtice to all the
ILECI caaa_n iD tile IIIldmHICllial... l1III DaIicI IbaII iIIdade • dacripdoa of the
iocpl Al ~ red-iftC"ioa. die .me.. die ...... ,.., ana. othIr tamI of
tile .mce. die I)'pII atC'. .... I.iIrlIIJ 1D be •.,.:. if CMd. the propoIId
drClClift dille fbr !be app1icllioa. !be foUowiIII...... .,...wIIo wiIIIlD COIIUIICIIl oa this
1IlPiaa. IbaaId DaIift me onmmiejew .., <ipe i"'d ... 10 .,.bIfIn me paopDiild d!'eaiYe
dale). ad..,act. iIIm nqaind .., tIII ..1IIidiIIIame.. II, AI ... ftIIdIIr idniIiIIUIa sbouJd
be IDIiJed ID die PubIil: Utilily C_IIII';__ atT P. O... 13326.~ Texas 71711-3326,
or you IDlY c:a11 the Public UtiliI)' Commi omce at eu.a... PrO"K'io'Ja II (!12) 936-1120.
H.e:ariq- aDd speech-impaired iDdividu&II with tal telqlh _ ('tTY) iIUlJ CDIIIac:l the commissioa
II (!12) 936-7136.'

(2) C__II f1 .....,..,. 'or ad! eIedt.IlLIC. ' .. a...~ ID additioD
to tbr: mmmj__'.1Uiq reqaUtIDEidI. c. CGp1 af!be IPP'k:IIiaa IbID .. deIiYcred ID tbe Dmce
at'R.."May A1&in IDd a. copy IbID .. cIdi¥end 1D It. omee at PabIic: Utilii)' CouaId. The
appIi(:Mjcw IbID CIl8IiD the foIJGwiIII:
(A) A sbowiDI by the dectiDI ILEC t!JIt tbe colDpCfitive 1IfqI-. ill PURA. Chapter 60,

Sub hai.' (B) tbroqb (B) line..1M;
(B) For"'" """"'p ill the 1'd'i",*- a....qa. at!be lIIldanjfjntjoa sou,Ju. the

savice(.) aDd me I'IIa, tamI, ad tmditi 1DIdIrwbidI me 1I:n'ice(.) is carreatly provided
ad bGw tbI ...... lIIld-i"'zMi- at fbi ....) is jail ad JaIOIIIbIe UId is DOt

UDJl!....., ..elaemial. prejudicial.or~. or JIIedIriory or lIIIi-eompaitM;
(C) A dea=ipciGa at !be lIIldanH'catiGa area. spec:ifyina the exrtsaDp area or UQI, for whidl the

nct**iflrwricw illeq.-d;
(D) The pi....dIilcriw _ ofdie 1'd·'iArCm;
(E) A aM! .._jlja. the IDClbad ad ClDIIII:IIl of !be DlICice. ifaay. tbe atilil)' bas provided or

u..k 1D pnwide lD tbe pabIic reprdiJII till ....jc;eIje IDd • brief SIateIIIaIt aplaininl
wily tbe eiec:tjq ILEC'. aaca propc-.I is reanMbIc ad tbIl the dna. ILEC's notice
paowx-l ownpIieI wida appIicIbIe 1n;

(F) A c:apJ atdie _ at till DlICice. ifar.
(G) A IbawiIII _ till~ ....dII ieqailed 1DIdIr IUIJB:riaa (e) or (I) of this section.

whic:bewr is appIiab'e, bIw..- .... tar ..,.. ndwnp ill !be mi'l'iftcarioo area;
(i) AD arjJllllp aftllllllllDber ad Iiza at allalllDw facjutia x_ pnMdcn aft'eriD. the

ICI'Yic:e to be i'd.tJifted !or CKh aclmtp ia 1M nr1wjftmjcw ua:

§23.l01-2



Last Resort of Basic Service

(1) Technical and common names of the service;

6/10/988:52 AM

lZ:81 8661-10-d35A~Ol~ln93~ ll38 ~3N

(a) Ful!y identify and describe thoe service proposed to be classified or reclassified, including the:

704.6806 AppliC2bility. The provisions of NAC 704.6806 to 704.6808, inclusive, apply to a provider
of last resort of basic service in any exchange.

(Added to NAC by Pub. Service Comm'n, eff. 10-25-95)

704.68062 Application for approval to classify or reclassify service.

1. Any person may apply to the commission to classify a new service or to classify or reclassify an
existing service, provided by a provider of last resort of basic service, as essential, discretionary,
competitive, or deregulated. The service to be classified or reclassified must be provided in a market
whose size is no smaller than a wire center, and no larger than the entire area of service of the provider.
The applicant has the burden of demonstrating that the classification or reclassification will not unfairly
or unreasonably impede competition. Except as otherwise provided in subsection 2, the application
must:

(a) For the initial year of operation of the fund for universal service, specify different deadlines for the
filings pursuant to NAC 704.6804 to 704.68056, inclusive; and

(b) Grant a deviation or waiver from the deadlines for the filings pursuant to NAC 704.6804 to
704.68056, inclusive, to the extent it determines that the deviation or waiver is in the public interest.

7. The commission may:

(Added to NAC by Pub. Service Comm'n. eff. 10-25-95)

~eeded for th~ fund for the next calendar year and the recomme~ded percentage rate to be assessed on
Intrastate retall revenues not later than 120 days before the beginning of the next calendar year. The
commission will issue an order regarding the report filed by the administrator pursuant to this section
within 90 days after the dare on which the report is filed.

Providers ofTelecommunication Services: Classification~

and ProvisioD of Services of Provider of

(2) Number of units of the service currently provided within the market for which classification or
reclassification is sought;

(3) Facilities and equipment used in providing the service;

(4) Nature and extent of the market in which the service is or will be provided, including the type of
subscribers for that service, the source of revenues for that service and the geographic regions in which
the service is or will be provided; and

(5) Current price which a subscriber is charged for that service.

(b) Specify the proposed classification of the service and provide all facts necessary to support that
classification including facts to support the findings required in NAC 704.68068 to 704.68076,
inclusive, as appropriate.

it 190£245



(i) If the application proposes to classify a service as a deregulated service, include the infonnation and
documentation which must be filed with the annual report pursuant to subsection I ofNAC 704.68078.

(j) (f the application proposes to classify a service as a discretionary or competitive service, include the
infonnation and da<=umentation which must be filed pursuant to subsection 2 of NAC 704.68078 if the
provider is a large provider oflast resort of basic service with 50,000 or more access lines. or pursuant to
NAC 704.68072 if the provider is a large provider of last resort of basic service with less than 50,000
access lines or a small provider of last resort of basic service.

(k) Include plans which set forth safeguards to ensure that the provider will not unfairly or unreasonably
impede competition.

(c) Specify the specific market area for which th~ classification or reclassification is being sought.

(d) Specify a method of accounting for the service to be classified or reclassified which satisfies the
requirements ofNAC 704.68492 for large providers of last resort of basic service or NAC 704.68066 for
small providers of last resort of basic service, as appropriate.

(e) For a service proposed to be reclassified as competitive or discretionary which does not include a
component classified, or proposed to be classified as an essential service, provide an analysis which
demonstrates that the price which the reclassified service will recover is equal to or greater than the total
service long-run incremental cost associated with that service.

(f) If the application proposes to reclassify a service as a competitive or discretionary service that
includes a component classified, or proposed to be classified. as an essential service, provide
information sufficient to demonstrate that the price for the service covers the combined tariffed rates for
all components of the service classified. or proposed to be: classified, as an essential service plus the total
service long-run incremental cost of those components which are not classified, or proposed to be
classified, as an essential service, If there is a substantial difference in cost between providing a
component of essential service to a competitor and providing the same component to itself, the provider
may, upon the approval of the commission., impute the cost of providing that essential service to itself to
reflect the difference in cost. The provider may make such an imputation upon a clear and convincing
demonstration to the commission:

( 1) Of the existence and. substantiality of the difference in cost;

(2) 1Mt the difference in cost is not the result of discriminatory and preferential treatment in the design
of its network for the provision of essential service components; and

(3) That the imputation of the cost will not unfairly or unreasonably impede competition.

(g) If the application proposes to classify a service as a discretionary service, show that the cost which is
incurred directly and indirectly from the provision of each unit of that service, including the price of
components for essential services as described in paragraph (f) of this subsection, where appropriate,
have been used to establish the minimum price which must be charged for each unit of service.

(h) If the application proposes to classify a service as a competitive or deregulated service. include a
plan which sets forth the procedures which the provider will use for the protection, use, sharing, and
issuance of information regarding its competitors and customers and the services they request or receive.
The procedures must include:

( I) The terms and conditions governing access by the provider and other persons to that information if
the information is used to promote or provide competitive services; and

(2) The manner in which the provider \1,1111 obtain authorization from the customer to release: the
information.

6110/988:52 A
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(Added to NAC by Pub. Service Comm'n, eff. 10-25-95)

104.68066 Maintenance of separate accounting records for competitive and deregulated services.

6110/988:52 A..\1
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(Added to NAC by Pub. Service Comm'~ eff 10-25-95)

704.68064 Time for action upon application. The commission will act upon an application filed
pursuant to NAC 704.68062 within 90 days after it is filed unless a protest is received from:

1. The staffof the commission;

If a protest is filed, the commission will act upon an application within 180 days after the date on which
the applica#on is filedo

(Added to NAC by Pub. Service Common. eft". 10-25-95)

(l~ I~ the applicati~n proposes to classify a .service ~ a .discretioIlaJ)' service. specify the proposed
muumurn and maxlmwn rates to be charged If the apphcatIon to clasSIfy the service as discretionary is
approved.

2. An application to cl~fy a service that is filed by a person other than the provider of the service is
exempt from the reqwrements set forth in paragraphs (d) to (k), inclusive, of subsection I.

3. As used in this sectio~ "wire center" means the geographic area encompassing all customers who
may be served from a building which contains one or more central offices of a provider of last resort of
basic service. A wire center is part of an exchange.

2. A person given permission to intervene by the commission;

3. The advocate for customers ofpublic utilities; or

1. A provider shall identify and keep separate all accounting records, pursuant to the Uniform System of
Accounts, for the plant, expenses and all other activities that relate to the provision of a service that bas
been classified as competitive or deregulated.

2. The commission will not classify a service as deregulated or competitive if the accounting records
which relate to that service are not kept separate from the accounting records which relate to the
regulated operations ofme provider.

4. The provider of last resort of basic service who is providing the service to be classified or
reclassified.

704.68068 Classification of service u discretionary. The commission will classify a service as
discretionary if it finds that:

1. The service is not a basic service or is not necessary to the provision of a basic service;

2. The service is not necessary for other providers of telecommunication service, including hotels,
motels, hospitals, or other similar aggregators of telecommunication services for transient customers, to
connect their transient customers with the public switched network;

3. The service is not reasonably necessary to the operations of a majority of subscribers to the service;
and

4. Based on its consideration of all other matters considered to be relevant by the commission, the
service is deemed to be ofa discretionary nature.
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(a) The nwnber of alternative providers of the service, or a comparable service, availa'::::ie in the relevant
geographic market;

(b) The percentage of the households or businesses, or both, in the relevant geographic market which
have the service, or a comparable service, available from alternative providers; and

(Added to NAC by Pub. Service Comm:n, eff. 10-25-95)

~ 704.6807 Classification of service as competitive.

1. An applicant who requests the commission to classify a service as competitive shall file the follo\\ing
information:

6/10/988:52 A;
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(c) The percentage ofme market share of the relevant geographic market held by alternative providers of
the service and comparable seIVices. .

2. To determine if a service may be classified as competitive, the commission vrill consider the
following factors:

(a) Whether a comparable service is available;

(b) Whether subscribers of the service to be classified as deregulated may reasonably obtain that service
from a provider other than a regulated provider of the service;

(c) The ability of the regulated provider to determine or control the price of the service;

(d) The prices, terms, conditions, and availability of similar competitive and al:c:native services;

(e) The need for approval by the commission of the price of the service to be classified as deregulated;

(f) The ability of other providers of the service to enter the market to provide the service;

(g) The likelihood that other providers of the service will enter the market;

(h) The suitability of substituting a comparable service for the service to be classified as deregulated;

(i) The share of the market for the service held by competitors providing alternative services;

(j) The extent of the entry into the market by providers of alternative or competitive services;

(k) The extent to which competition exists in the geographic area for which a certificate of public
convenience and ne<::essity is issued to a provider to provide the service;

(1) Whether the service is reasonably necessary to the operations of a subscriber to t~e service; and

(m) AllY other factors considered to be relevant by the commission.

3. In making a detennination, it is not necessary for the commission to find in favor of a party on a
majority of the factors set forth in subsection 2, except that the commission will classify a service as
competitive if:

(a) The service. or a comparable service, is available from at least two alternative providers in the
relevant geographic market;

(b) The service, or a comparable service. is available from alternative providers to more than 50 percent
of the households or businesses. or both, in the relevant geographic market; and
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4. For the purposes of this section, the commission will determine a market share by using one of the
following measurements, as deemed appropriate by the commission:

(Added to NAC by Pub. Service Comm'n, eff. 10-25-95)

704.68074 ClauificatioD of service 85 deregulated. A service will be classified as a deregulated

6/10/988:52 At­
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(a) "Alternative provider" means an entity that is not affiliated with or under the common control with
another alternative provider or with a provider of last resort. As used in this paragraph, "affiliation" and
"contro'" have the meaning ascribed to them in 47 C.F.R. Part 32.9000, as that section exists on October
25, t'995.

(a) The nwnber of households or businesses, or both., in a relevant geographic market supplied with a
service by a provider will be divided by the total number of households or businesses, or both, in the
same relevant geographic market supplied with the service and all comparable services by all providers;
or

(c) All alternative providers of the service and comparable services have a market share of the relevant
geographic market of 15 peI\:ent or mc:re if the relevant geographic m~et is an exchange or l<3:I'ser, or a
market share of the relevant geographic market of 3rJ percent or more if the relevant geographic market
is smaller than an exchange.

(b) The number of units of the service supplied to households or businesses, or both. in a relevant
geographic market by a provider will be divided by the total number of units of the service and all
comparable services supplied to households or businesses, or both, in the same relevant geographic
market by all providers of these services.

5. As used in this section:

(b) "Relevant geographic market" meats the geographic area for which the classification of a service as
competitive is sought pursuant to NAC 104.68062.

(Added to NAC by Pub. Service Comm'n, eff. 10-25-95)

104.68072 Classification of comparable service as discretionary or competitive based OD

comparable sen-ices offered.

I. If a small provider of last resort of basic service, or a large provider of last resort of basic service with
less than 50,000 access lines regulated pursuant to NAC 703.2501 to 703.2688, inclusive, 703.2691 and
703.2711, applies to have a service classified as discretionary or competitive. the commission may, in
lieu of the factors specified in NAC 704.68068 and 704.6807. consider whether a comparable service
offered by another provider of last resort of basic service has been classified as discretionary or
competitive. If the applicant can demonstrate that a comparable service provided by a provider of last
resort of basic service has been classified as discretionary or competitive. and that it is reasonable tD
apply that classification ro service provided by the applicant, the requested classification may be
auiliorized. The applicant has the burden of demonstrating that the classification will not unfairly or
unreasonably impede competition.

2. A small provider of last resort of basic service and a large provider of last resort of basic service with
less than 50,000 access lines regulated pursuant to NAC 703.2501 to 703.2688. inclusive. 703.2691 and
703.2711 shall include in its regulated results ofoperation:

(a) All revenues and costs associated with services related to inside wiring pursuant to NAC 704.681 to
704.683. inclusive, and yellow pages; and

(b) All revenues and cost associated with services classified as discretionary or competitive pursuant to
this section.
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On December 20, 1995, the CPUC issued a decision that modified the price cap formula for Pacific Bell.
The decision ~oes a",,:ay w,ith general revenue reductions (that would have resulted from the efficiency
factor exceedlng the mflatlon factor) for the next three years, i.e.. through 1998. This action has been
referred to as.a "freeze" on Category I and II prices. In this context, the phrase "freeze" is accurate.
Category I prICes and Category II price ceilings were frozen at the tariff rates in effect at the time the
decision was adopted. and will not be modified due to the relationship between inflation and efficiency
targets. The flexibility to move between the new price ceiling and the price floor remains in effect for
Category II prices. It is important to note that Pacific Bell is.JIg! precluded from proposing service specific
price changes for Category I nor from proposing increases to Category II price ceilings using the existing
application process.

Establj,sbjnl and cbaDijDI c:atqoria

Categories for new services are established as part of the initial Advice Letter process. Changing the
categ?ry of an existing service req~ircs a formal application. ~;~~~;~~~_ estab.lished a check list)
of poants tba,Jb.ould be~Sl'~ ~.~ to dewoasa.,1be liCk o(s.paflt.lDtm.bt power on the part.;
of the LEe before it will approve Cateaory ill tresn. These include: .

• Identification of substitutable services, their rates, tenns and conditions. and studies regarding the
cross elasticity ofdemand.

• LEC market share, including the combined market share of the LEC and an affiliate if the affiliate
offers a competitive service.

• i;ase of entry and exit including estimates of the capital invesunents necessary to compete an the
number of competitors, their size and growth capability, and competitive trend!.

• The status of facilities ownership and ofLEC unbundling efforts..

• The LEe return on equity and the rate ofretum on marginal investment

• Competitor's earnings to the extent available.

Other CPUC imposed ,.rep,w

Affiliate Transactions: Transfer pricing rules for non-tariffed services provided by Pacific for affiliates
require that they be priced at the ""liD of fully distributed cost plJu 10" or market. A market study is
required whenever Pacific provides more than $100,000 annwly in a particular service to all affiliates in
the aggregate. Services provided to Pacific by affiliates are priced at the IDWD of fully distributed cost or
market. Successful referrals from Pacific to an affiliate must be compensated for by a 13% sales referral
fee in addition to the labor cosu ~unted for under affiliate transactions. Transfer of persoMel from
Pacific to an affiliate triggers a "fee" equal to 2S% of the individuals annw salary. Proprietary
information given to an affiliate must be tracked and valued in order to compensate Pacific.

Transfer or leasing ofassets: Section 8S 1 of the Public Utilities Code requires Commission approval prior
to selling or (easing any asset necessary ofuscful in the performance ofa utilities duties to the public. The
process typically takes between nine and eighteen months: If it is derennined that an asset is not
"necessary or useful" and it is being transferred to an affiliate, the Commwion.must,be notified at least
thirty days in advance if the value exceeds $100,000.
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Summ4CY o/Pacitic Be!!'1
CatuoaL.lL.IIL MisceJla",ous & Unl'erulat,d Servicq

Category I
Suit Monopoly services:

Network Connection Charge (NIC)
Collocation Arrangements
Public Policy Payphones

(OU Pending re: Status ofPublic Policy Payphones)
Switching Portion of Switched Access
E-911 Service
Basic Service Elements

(& other Open Network Architecture Services)
Pacific's Multiple LiDe Call Detail Service
All Ordered Wholesale (i.e., Resale) Services
CLC - Remote Call Forwarding

servcaLdoc

D.96-03-o20
D.96-03-020

D.96-03-o20
0.96-03-020
0.89-10-031

D.89-10-031
0.93-11-014
0.96-03-020
D.;o-Q3-020



Category n
DucretioDsry or partially competitive services

Basic Exchange Service
Customer-Owned Pay Telephone (COPT) Access Line
IntraLATA Oire1:tory Assistance
Local Measured Usage
Zone Unit Measurement (ZUM)
Extended Area Service
Foreign Exchange Service
Foreign Prefix Service
Oirectory Listing Service
IEC directory assistance
Operator Services (0+)
Operator Services (0-)
IntraLATA Message TaU (Direct Distance Dialed or ODD)
Optional Calling PIIDS.(OCPs)
Custom 8 (800, 888, 877)
WATS
Operasor.HandIed Calls (OPH)
Calling Card
Custom CallingIVertica! Services
Centrex Features
CentrexlPBX Loops
PBX Trunk Line Service
Special Access
High Speed Digital Private Line
Information Access Services
High Speed Special Access
Billing &: CoUection services

(except Multiple Line Call Detail Service &: Private
Label Billing)

Local Transport
(except the NetWOrk Interconnection Charge [NICD

ISDN (pRJ &; BRJ)
Simple Inside W"ue Ma;!1tt:IJaDcA:
SMDS
Frame Relay Service
ATM Cell Relay

scrveat.doc
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0.96-03-020
0.96-03-020
0.96-03-020
0.96-03-020
0.96-03-020
0.96-03-020
0.96-03-020
0.96-03-020
0.94-09-065
0.94-09-065
0.94-09-065
0.94-09-065
0.94-09-065
0.94-09-065
0.94-09-065
0.94-09-065
0.94-09-065
0.94-09-065
0.89-10-031
0.89-10-031
0.94-09-065
0.94-09-065
0.94-09-065
0.89-10-031
0.89-10-031
0.89-10-031

0.89-10-031

0.96-03-020
0.96-03-020
0.90-06-069

T15408
T15969



Misc:eUaaeoas

Unreplated

Catetorym
Preempted of Fully Competitive ,ervic:es

FCC Preempted - 96-128
FCC Preempted - 96-128
FCC Preempted-CPE
FCC Preempted-CPE
FCC Preempted-CPE
FCC Precmpted-CPE
FCC Preemptcd-CPE
FCC Preempted-CPE
FCC Preempted-CPE
FCC Preempted-CPE
FCC Preempted-CPE
FCC Preempted-CPE
FCC Preempted-CPE
FCC Preempted-CPE
FCC Preempted-CPE
FCC Preempted-NCTE
FCC Preempted - WIreless

Oct. 1997 (new product)

0.89-10-031
0.89-10-031
0.89-10-031
0.89-10-031
0.89-10-031,0.90-0S-Q4S
Dec. 1996 (new product)
0.89-10-031
0.89-10-031

3

Semipublic Telephone Service
Coin
Joint Marketing of CPE
Communications Management. Services
Vendor Alliance Program
Paypbones
Fax Phone
DataCom - Video TeleconfcreDcinl
DataCom - LAN lntegnItioD
DataCom - Facsimile
DataCom - Desktop Video Conferencinl
Inmate Pay PbeDe System
Caller 10 CPE Allim:e
Loaner Phone
Gel Cords
HiCap Premise Multiplexer
One Way Pagina

Multimedia Pro<hx:ts - Outside Sales
Training Services
Sotlware sales

Private Label Billing Service
Voice Mail

• Message Center (Residence)
• pacific Bell Voice Mail (Business)

Pacific Bell Call Management
Pacific Bell Connection (Electronic Messaging)
X.2S (Public Packet Switching)
Directory Assistanu Listing Information (DALIS)
Directory AdvertisiDg Services (Yellow Pages)
Simple Inside W"tre Installation
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