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DOCKET 19576

- ORDER
BY THE COMMISSION:

By'filing received August él, 1985, Petitioner South Central Bell
(Bell) requésts Commission approval of revisions to its existing
telephbne tariff to introduce’Sharéd Tenant Service Offerings, which is
a sharéd service arrangement ‘allowing business Basiec Measured Local
Exchange Service to be resold, 'This filing grandfathers currently
approved Joint User GService Offerings and extends the regulation on
limiﬁations and use of aservice to include. the resale environment.
Furthermore, this filing “changes. directory 1listings regulations to
accommoda‘'e the ﬁesale environment and redefines "premises" in
connection with the reséle of basic loéal exchange service.

The Commission, by Order Qf September 9, 1985, found that the
proposed tariff revisions herein required study and investigation to
determine -whether or no£ same are'in'the public interest and, therefore,
éuspended this filing to-and through April 10, 1986. Thé Commission
also establisﬁed‘Docket‘19576 for-the purpose of establishing rules;
regulations and guidelines governing the provision of Shared Tenant
Service, and consolidated Docket 19576 with Docket 19512. By notice of
qpvember 6, 1985,.“pub};c hearing on the consolidated hockets was
scheduled to begin on Monday, December 16, 1985, and required prefiled
testimony be submitted no later than Monday, December 2, 1985.

Apbearing as parties of record on_Decémber 16, 1985, were South
Centrél Bell Telephone, the State of Alabama, Sharefech, Peoples

Telephone, Oakman Telephone, MCI Telecommunications, Inc., General
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Dockets 19512 and 19576 - #2

Telephone Company, the Alabama-Mississippi Independent Télephone
Association, Continental Telephone Company of the Southeast; Brookwood
Medical Center, East End Hospital, Helen Keller Memorial Hospital,
Tel-A-Tech Communications, Inc., and the Advisory Staff of the Alabama
Public Service Commission. Testimony was offered into the record by
witnesses from South Central Bell, Peoples and Oakmén Telephone
Companies, General Telephone Company of the Southeast, and. Continental
Telephone Company of the Southeast. The remaining parties presented no
direct testimony, but participated in cross-examination of the witnesses
who testified. Hearings on this matter were concluded December 17,
1985. Upon request of the .participants, leave was granted to file
briefs by January 28, 1986.

Mr. Alfred A. Banzer testified on behalf of General Telephone
Company of the Southeast (General Telephone) stating that Shared Tenant
Service (STS) involves providing local telephone service to a customer
for sharing and resale by that customer to his tenants, which the
present tariff does not allow and that, to him, the terms "resale" and
"sharing" are synonymous. .

Mr. Banzer states that the redefinition of "customer" as the
provider of STS, thereby reselling locél sérvice, allows a non-utility
to provide telephone service. Therefore, certain safeguards are needed
to protect the ratepayer and the 1local exchange company. These
safeguards, which Bell has proposed and General Telephone supporté, are:-

I. Certification of STS Providers

II. The right of the iocal exchahge company to
provide service directly to a tenant, which will
allow competition and could be done under existing
certification. '
I1IT. Limitations on resale activity, which estab-
lishés a need for geographical boundries in order to
prevent providing service to the general public.
Iv. Equitable compensation for use of the 1local
network which Bell proposes to provide under
measured rates.

Mr. Banzer believes that an STS provider should be certified as a .

reseller of telephone service regardless of whefher or not they make a

profit. This certification should include the area they plan to operate
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Dockets 19512 and 19576 - #3

in, the serviee they plan to provide, the impact their proposed service
would have on the revenues of the local exéhangé company' (LEC), a
showing that they ére finaﬁcially fit to ‘provide the service, and
notification to the affected LEC at the time it files for a certificate.

Mr. Banzef testified that General Telephone supports the position
that any resale facilities be provided under a measured environment
because it is his opinion that the combined STS average usage would be
higher than the sum total éf_ each tenant..if treated separately.
.Therefore, revenues to . the LEC would be réduced under a flat rate
bricing'scheme with service provided under consolidated facilities. To
recoup'this lbss of revenues, service would have to be provided under a
méasured environmenﬁ. _ |

Mr. Bénzer‘ stated his opinion that the STS provider should bé
responsible for assuring bremises acecess to the extent ﬁe has control
over that access. | |

Mr. George E. Brombacher, Regidn' Customer Services Manager with
TelephoneAand Daté Systems (TDS), testified on behalf of that company,
which owns Peopleé Telephone and the Oakman Telephone Company.

Mr. Brombacher testifiéd that STS is thg resale of local telephone
service and will lead to the deregulation'of basic telephone service and
thé bypass 6f loéal Switched ,ﬂetwork; as well as toll. Therefore,
.certification.vshould be required, and certificates should define the
type of service provided énd the area in which service will be provided.
TDS feels this could be a streamlined procedure. |

Mr. Brombacher festified that . 8ince STS méy result in stranded
telephone plant and lead to bypass of loecal anq toll service resulting
in decreased overall revenues for the LEC's, the rates chérged for this
servicéAshould be regulated and on a measured service basis when the
provider is served from;a digital'office and, otherwise, rates should
equal those charged for a PBX trunk. |

“Mr. Brombacher testified that service to shéred tenants should be
on continuous property or limited to one building, and that it should be.
a business service rather than a residential service. Furthermobe, he

is of the opinion that STS should be offered on an optional basis where
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Dockets 19512 and 19576 - #4

the customer could select the local telephone company as their telephone
service provider and that the building owner should provide facilities
from the point of demarcation to the customer. Mr. Brombacher sees very
little demand for STS in the near future in his company's service area.

Mr. John J. Boshier, Analyst in the Revenue Department of CONTEL
Service Corporation, presented the views and comments of Continental
Telephone Company of the South - Alabama, on the establishment of rules
and regulations governing the offering of STS in the 3tate of Alabama.
STS involves providing a customer who is a non-utility with local
telephone service for the purpose of resale by that customer, who is the
STS provider, to his tenants or clients. This requires certain
regulations being in place to protect the LEC's and the general public's
respective interests. The resale may be for profit and in many cases
offer certain enhancements not normally affordable to the smali business
customer on an individual basis. The most likely candidates for this
type of service would be office buildings or complexes and apartment
buildings.

Mr. Boshier testified that while it 1is possible LEC's may
anticipate some savings in plant infestment, they can also expect some
stranded investments where separate business customers band together
into a single trunk group resulting in a reduction in revenue due to the
decrease in the number of business/ lines required to serve those
customers. |

Additional loss of exchange company revenues may result from the
bypass of local facilities to complete toll calls through a decrease in
access charges and billing‘ and collection revenues resulting from a
substantial decrease in volume of toll traffic being switched over the
LEC facilities. These decreases in revenue could be offset in part by
the implementation of mandatory measured seryice rates. .

Mr. Boshier testified that an STS provider ﬁould be required by the
market place to meet at least a standard of service already provided by
the LEC's; however, they should be required to inform tenants as to who
bears responsibility for the continuity and quality of telephone

service, and that the tenant has the choice to obtain service directly
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from the'local telephone company. If this were not the case, customers
might find_themselves in a position where they are forded to deal with
an unsatisfactory telephone service prdvider whose rates and service
ievels are not regulated. A |

Under current practice, .the local exchange company provides service
~to a particular buiIding up to a specified point of demarcatipn. From
this point, it is the owner's reaponsibility to'provide a connection to
each of the separate units within that building. Continental feels ‘this
situation should not change with the advent of STS; that it should be
the responsibility of the STS prnvider to supply connection to local
telephone service from each unit to the network interface for every
tenant, whether that tenant chooSes_to receive service directly from the
LEC or through the STS provider. |

.Mr. Boshier testlfled that Contlnental feels that the current 301nt
user tariff should be obsoleted and its subscrlbers grandfathered Any
new customers wishing a Joint user type of service could be served fron
the STS tariff, o

Mr. Boshier testified that STS for both residential and business
services must imposé'gedgraphical or scope limitations to prevent STS
providers from establishing privately owned local.networks.

Mr. Boshier further testified that the rates charged for STS should
be priced approprlately to reflect the value and cost of service belng
rendered. Continental feels a monthly flat trunk rate should apply to
the capacity ordered by the STS provider and, in additioh, mandatory
ueasured usage rates shouid apply, which will serve to offset the
switching costs incurred due to the higher concentration of traffic over
STS lines and the loss of revenue due to the consolidation of users.
Continental feels that STS should be properly tariffed by the LEC's
under the regulatory supervision of the' Public Service Commission.

Mr. John E. Ebbert, hssistant Vice President of Rates and Economics
for South. Central Beli Telenhone Company, testified 'in support of the
tariff filed on behalf df that company. Mr. Ebbert defines an STS
arrangement as one which allows a businesa to resale LEC's service to

other customers within a.building or complex using a PBX or PBX-like
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Dockets 19512 and 19576 - #6

system that functions 1like the LEC's central office. This dis an
arrangement which allows customers to aggregate‘caliing usage by sharing
local exchange access lines, thereby reducing access line requirement
and making a PBX economical. STS can also prdvide smaller businesses
enhancements, such as data and word processing, long distance, video
conferencing, heating and lighting control and building security.

Mr. Ebbert testified that new buildings having 500,000 square feet
of floor space or gréater are considered the best STS opportunities due
to their size and the opportunity to provide the necessary wiring during
the construction of the building. However, there is also an STS
potential for $maller locations since they, too, could benefit from
economies of -scale and gain telecommunication features not normally
associated with smaller communieations systems. Both applications could
occur 1in single building or multi-building ‘configurations; In all
instances,v the fariff regulation of continuous property under the
control of a single owner should apply. '

Bell does not oppose STS as long as tariff structures and prices
appropriate for a resale environment are approved. Under the proposed
tariff, Bell will continue. its franchise obligation and right'to serve
tenants who do not wish to participate in STS. As long as tenants have
the alternative of purchasing service directly from Bell and the
proposed STS tariff requirements are approved, regulation of the STS
providers is unnecessary. Bell also proposes that all STS providers be
treated alike, whether for profit or non-profit, since the impact is the
same. In addition, the determination. of profitability would be
difficult évenlwith strict regulatory procedures.

Bell's STS tariff defines geographic boundaries for resellers'
service areas to prevent franchise violations. It includes wusage
sensitive rafes consistent with the company's pricing and the Public
Service Commission's policy for other resale service, and, additionally,
includes monthly charges fof each client billed to the reseller. The.
tariff includes a fequirement that resale be permitted only on business
measured lines or trunks, since resale of loéal service is a business

enterprise.
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STS providers will reduce requirements for telephohe company lines
by concentrating usage onto a reduced number of iines, using fewef
trunks but increasing usage per trunk, while total usage from resale
areas remaiﬁs unohanged.. Theréfore, switching éosts remain the same
although revenues ére reduced. Usage sensitive_pricing, i.e., ﬁeasured
service, is the most equitable rate structure in a resale environment,
while the use of flat rate pricing would increase profit margins for the
STS broviders while resulting'in greater revenue shortfall for local
.ratepayers to absorb. | | | _

Bell's proposed tariff also requires that STS be restricted to
continuous property under control of a single owner. This requirement
is proposed because unbestricted STS arrangements could open the service
to theA publiec at large and, 'thereforé, violate the LEC's franchise
rights. Since the areas‘moéﬁ likely to be served by the STS provider
are those withAhigh customer concentration and lower cost, i.e., the
profitable areas, the LEC's would have tq increase rates for remaining
customers, primarily residential, since they would be retaining>the less
profitable areas. Bell feels that this requirément supports the concept
of competition in a rational and consistent manner. This requirement
would also prevent the receipt of conflicting service requests, which
céuld ‘délay the provision of ’Service! and .pinpoints responsibility
neceésary to establisﬁ clear communication for_all parties.

The proposed tariff also requires that the STS provider be required
to permit Bell to serve a tenant'directly and that access to facilities
must be made available througﬁ the owner and/or STS vendor. Bell feels
that exchangé'companies have the obligation and right to serve every
customer in their franchised areas who want local telephone service, and
" that STS should increase cusﬁomér choices by allowing LEC's to serve
their tenants also rather than limit themgfllf'looal exchahge carriers
are not.permitted:to provide alternate service, the STS pfovider would
be a small_unregulaﬁed monopoly.

The proposed tariff also requires that the reseller be the single
point of contact. Bell feelé its service responsibility is to ifs

customer, the reseller, and not the client of the reseller. This is
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especially true in light of the fact that Bell is not a party to the
contractugl relationship between the reseller and his client. Therefore,
the reseller's client should have no contact with Bell for provision of
service, billing matters, or maintenance.

Another requiremént in the proposéd tariff is that STS providers be
prohibited from the resalei of private 1line service since it is not
structuréd or priced for resale and their private line tariffs do not
allow resale. Additionally, private line service could be the vehicle
used to 1link properties, which could result in franchise violations.

Another tariff requirement is that STS providers pay é $15 businesé
and $10 residential monthly client charge, which are designed to lessen
the impact of the introduction of competition in the local market on the
remaining LEC customers by containing revenue erosion, to recognize the
market value of the primary directory listing each client will receive,
and to cover the cost of pubiishing and maintaining the 1listings.

Bell is also proposing to grandfather joint user and business
additional listings. They propose to grandfather the joint user service
becaﬁse the original intention was for limited business sharing
applications where the use was incidental to the principal subscribers
service. Today's resale environment goes beyond incidental shared use as
business operations are being established to provide telecommunications
service on a resale basis. The proposed tariff provides an equitable
structure 1in a resale environment and continues to meet incidental
sharing needs.: As in the case with existing joint user tariff, the
business additional listings tariff, which is designéd to meet business
needs in a non-resale environment as exists today is béing grandfatheréd
and regulations are being esﬁablished for extra listings with business
and client charges which will meet the needs in a resale environment.

Mr. Ebbert testified that an analysis, including the effects of
reduced individual line revenues and the revenue to be derived from STS
providers; made on assumptions of the number of STS locations, the
number of tenants subscribing to the S8TS, station/trunk ratios, and
usage levels, indicates the .first year effect of STS could be a loss of

$1.5 million dollars in net revenue. This analysis was made on an
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estimate of eight potential clients in the first year, and that the $1.5
million dollar figuhe is only a rough estiméte. With the uncertainty of
the assumptions in the analysis, Bell is ﬁot now proposing any change in
basic exchange rates. with approval of STS.
| Mr. Ebbeft also testified that his company does not ahticipate any
meaningfﬁl expense savihgs from the STé offering, based on the fact
that facilities are aiready in place to serve businessAapplications in
the immediate future, and his compény muét.be able to pfovide service to
subscribers in _a resaie érea “who waﬁt Bell service. Presently
insufficient data on STS exists to determine how the affects of STS
should be factored in the local exchange pianning process. His company
will likely have to continue to construcf facilities as though STS was
not -present although over time, as STS forcasts demonstrate long-term
reliability, STS requirements must be  factored into the ‘company's
planning process.
| _ In‘regards to the joint user exception in Bell's tariff, Mr. Ebbert
testified that three changes triggér a change from the grandfather
status to an STS status; these being the change of a cusfoﬁer of record,
a change of a busineSs_locatidn, and the change of class of service,
i.e., from flat to measured rate or vice veréa, or to a claés where
. trunks are proﬁided.. Service under a  joint wuser tariff or under
additional listings taking extension service would not trigger the STS
status. | .

In testimony concerning STS being provided on a measured basis,
Mr. Ebbért stated that the Publice Service Commission, as well as Bell,
has adopted a concept fhat any resold service should be of a measured
“nature and refefred to resold coinA telephone 1lines and resold WATS
‘lines. | |

Mr. Ebbert testified that the mégsufed rates his company proposes
to apply to STS are.the-same as those applied to any other business line
and were developed several years ago under a discount to recognize the
loss of absolute free calling within an area. They are'usagé costs as
they provide aﬁ allowance and then a charge per minute of usage with an

initial charge and additional charges for additional minutes at a lower
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rate. Also, there are banded rates of Band A and Band B, A being the
immediate or contiguous wire centers; and B being wire centers beyond
that area. Measured service rates were developed in recognition of the
cost that they look at in providing service. In past resale
environments, his company has lost revenue while saving in cost, but
overall, they are generally worse off in terms of finances.

Mr. Ebbert testified that if a customer is disadvantéged by
measured service, he really shouldn't be complaining because he 1is
causing the LEC to have more cost and more service provisions. If a low
usage customer pays a lower cost than.on flat rate basis, he will be
advantaged and 'should be happy. Mr.vabert testified that rather than
be concerned with the notion of measured rates, resellers should be
" dwelling on the notion of what value can they add to their service to be
a competitive force in the market place as it is the added features
which can be provided through an STS environment that should make it
attractive to the provider's customers.

Mr. Ebbert testified that anyone who is providing seérvice under the
shared tenant environment will also be a toll reseller because the toll
calls made by his clients are going to come over the line théy have
taken frdm the LEC, which is going to be billed to them and they have to
bill it back to their clients. So, if they are reselling local service,
they are going to also resale toll, which results in bypass potential.

In a post'hearing response from South Central Bell to oral requests
made during the hearings in this proceeding, Bell stated that the term
"single owner" as used in the proposed Shared Tenant Service Tariff was
intended to denote a single person, partnership or corporation, and
,stated that paragraph A27.1.1(C) should be modified to read as follows:

C. Reéale is permitted where facilities permit and

within the confines of specifically identified

contiguous property areas under the control of a

single owner, or within a common development with a

single name identity, i.e., office parks, shopping

centers, apartment complexes or condominimums.
Bell statés that this better defines the intent of the Shared Tenant
Service offering. (See Oral Request, Item 2, Sheet 1 of 1 filed

January 17, 1986 under Docket 19512.)
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On January 21, 1986, Petitioner South Central Bell filed its
post-hearing brigf in which Petitioner states_that they redognize the
existence of both a demand for; and-the emergence of; shared telecommuni—
éations se}#ices. Their intent is not to restrict ﬁhe inevitable shared
use of facilities, but to réspbnd to the increased market intérest in
STS by establishing tariffs govefning this interest in a timely manner
under a workable regulatory ,framework .which will provide the market
. place with ‘the full adianfages of STS, allow for the prbtection of the
cqmpany's franéﬁisé rights,‘and establish the proper pricing structure
to minimize -impacts on basic rates and other exchange services. Two
general conditions'must apply in the STS environment to accomplish these
goals. _

Firstly, one of the most‘imporfant safeguards in the STS offering
is the availability of service alternatives'tb potential clients of STS
providers. While some customérs within their franchise areas may desire
alternative shared services, some may not. Therefore, Bell's tariff
imposes a condition that all telecommunications users must have the
‘ability to receive services directly from their local exchange telephone
company if they so desire. Therefore, the company has required that STS
providers, like any building owner, furnish conduit space or cabie pair
to enable the company to reach the subscriber.

Secondly, the proposed tariff imposes several specific pequifements
designed to set forth the proper regulatory framework, price levels, and
tariff design; mostAimportént of which is that STS must be offered at a
business measured service rate. While such a rate may ultimately be
desirable for all PBX trunks,> the Commission presently has the
opporﬁunity, as resale expands into the local service afena, to insure
‘the most equitable pricing structure is applied and has determined in
pveviousv dockets concérning resale pricing structures that:-measured
service is the most equitable pricing structure. To the extent JSTS
allows for egonomies of scale resulting from the mofe efficient use of
facilities thﬁough sharing and fesale, measured sérvice will ensure Bell
is compehsated for ‘the incréésed usage per line that will be

experienced.
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Bell cites the Commission's opinion expressed in its Report and
Order issued February 4, 1985, in Dockets 19226 and 19278 where the
Commission finds that the local operating cémpanies must be compensated
for the provision of access lines and recover revenue lost in the
provision of Customer-Owned Coin-Operated Telephone Service. The
Commission stated that "revenue loss would almost certainly occur in
locations of high revenue prodﬁction and found that the measured service
rate . . . will most fairly and adequately protect these revenues . . ."

Bell expresses the belief that the area over which shared tenant
services are provided should be limited so as to protect thé company's
franchise righﬁs and have defined the term "single owner" in order to do
s0, which is the same definition forwarded in the response to the data
requests as discussed above. Bell states thét this language has been
agreed»ﬁpon by both themselves and Intervenor ShareTech.

Bell states that the requirements set out in their propbsed tariff
are essential to allow for the orderly transition into a competitive
local service environment where resellers are recognized and allowed to
exist through a sound regulatory framework. Bell states the
jurisdiction of the Commission to regulate the resale of telephone
service has been addressed in Docket 18548 concerning the Resale of Toll
Service and Dockets 19225 and 19278 concerning Customer-Owned Coin-
Operated Telephone Service. In those dockets itAwas found that under
Alabama statutes resellers in the State who leased service from Bell or
other certified common carriers in the state, and resold services on
those facilities are providing telephone éervice. Bell further poiants
out that Section 37-2-1 of tﬁe statute states, "every person not engaged
solely in interstate commerce or pusiness that now or may hereafter own,
operate, lease, manage or control as common carriers or for hire
any telephoné line . . ." is a "transbortation éompany" and, therefore a
futility" as stated in'37—l-30. Section 37-1-32 gives the Commission
general supervision of all persons, firms and corporations operating
utilities mentioned in Title 37 and Section 37-2-3 charges the

Commission with supervising transportation companies.
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.It is Bell's position that the Commission; by its actions to-date,
has exerted supervision over the fesale and sharingAef iocal services.
The Commission hes taken testimony concerning the benefiteeto the public
of developihg an enforceable regulatqry_framework that looks toward the
future and the inevitable expansion of shered and resold services.

Thrpugh its approval of the. proposed STS tariff, the Commission will
have established the regulatory framework necessary to provide service
‘alternatives, yet protect the integrity of Bell's franchise and,
therefore, the interest of all ratepayers in the State of Alabama.

On January 22,-1986, General TelephOne Company of the South filed
its brief stating that they eupport the tariff filed by South Central
Bell and that the safeguards as addressed by the Company's witness need -
to be included to profect the LEC and the ratepayer' in general.

General Telephone stetes that certification-will ensure that all
involved,parties are fully aware of their obligations and responsibil-
ities and by keeping the Commission informed of STS providers locations
and - proposed service offerings, the Commission will know the areas and
locations served by STS and, therefore, be in a position to better
respoﬁd to public inquiries. |

General Telephone eﬁpports the‘poéition that the LEC has the right
to serve any tenant of the STS provider if such service is requested by
the 'tenant, thus allowing competition and an optieh to a tenant if
displeased with the service offered by the STS provider.

General statee that inherent in the right to serve is the ability
of the LEC to heve access to the reseller's tenant and supports Bell in
ite proposed tariff, which states the STS provider will be responsible
for aesuring pfemises access directly to‘the tenant should that tenant
request local exchange‘service from the local company.

GeneralA Telephone also 'suppofts_ the position that some form of
limitation be placed on the STS provider as to its size and/or scope. If
this is not done, a boundary could be such that the STS provider would.
be providing'senvioe to the bublic at large, thereby violating the LEC's

franchise rights.
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General Telephone feels that any résale facility should be provided
under a measured environment. This position is based on the opinion
that, since usage on shared trunks will tend to be much higher than
average, the alternate flat rate trunk charging methodology will
severely disadvantage the customer and to ensure equitable compensation
for the use of the local network, the telephone company must be afforded
the opportunity to charge for the usage being placed on its network, as
well as the number of trunks used to transport that usage to the
network.

General states that while inherent risks are present in a tariff
proposal such as the one made by South Central Bell, there also exists
potential for new revenue and possible future expense savings;

On January 27, 1986, Oakman Telephone Company and Peoples Telephone
Company (TD§) filed its brief on the subject matter of these dockets.
It is the TDS éompany's position that enforceable restrictions must be
applied to the provision of shared tenant services to ensure that STS
will not result "in broad based competition ‘with the duly certified
providers of local exchange service. TDS proposes that STS be limited
to single buildings with service between buildings excluded.

TDS also takes the poéition that service to an STS provider should
be on a measured servicé basis in order to minimize the effect of STS on
local rates. The rate structure for 8TS should include a charge to
recover the cost of the network access and usage sensitive rates to
recover the cost of the switch network ﬁsage. Additional charges for
difectory listings, etc., are also needed. TDS supports the remaining
provisions of the proposed tariff filed by Bell.

On January 28, 1986,'thé State of Alabama filed its brief in this
proceeding. The State of Alabama is opposed to the proposed tariffs,
stating there is no evidence in the record of a demand for STS, and that
there have been no studies conducted of the costs, benefits, and effects
of STS, but rathef only "rough estimates" presented,. as most of the
demand .for STS was going to be in newer buildings. This means there is
no loss of current revenues, but losses of potential new revenue when

these projects are begun.



Dockets 19512 and 19576 - #15

The State of Alabama states the pdsition that the proposed tariffs
are a steb toward méndatory local measured ~service and that a move
toward mandatory business measured service would dfamatic_ally increase
>the cost of doing bL;SinéSS to.the State of Alabama, and ‘urges the
Co:ﬁmission to not approve STS on a measufed service rate ‘

" On Jandapy 29, 1986, Inte.r'venor ShareTech filed its brief in this
proceeding 4énd addressed two legal issues. First, ShareTech states that
STS providers are not public ut;,i'lities under Alabama law and, therefore,
should not be required to obtain a certificate of public convenience and.
necessity or be subject tb r‘ate:r'eg'ulatioﬁ. Secondly, ShareTech states
that imposition of maﬁdatory local measured service rates and the client
- charge as proposed by Bell wduld u'nl.awf‘ully discrimin_ate against STS
providers and their customers and must be rejected.

Share_T"ech takes »the position that even if- the Co'mmission defines
STS arrangements as public utilities, they should decline to regulate
them as such. ShareTech contends that services provided to a limited
class of persbns in a restricted area, sﬁch as services provided by
landlords to tenants, - are Anot offered to the ‘'publie" and , are,
therefore, nof sub ject 'to traditional public utility regulation and
whether or not .such ar'r'angements are provided by entities other than
landlords does not affect this princip_al. .STS, ShareTech states, is a
service rendered to a limited class of users.

ShareTech recognizes that some definition of sy'sfcem size may be
necessary to prevent STS from being offered "to- the publice¢" and thus
operating as an uncertif‘icated utility and -agr'ee-s" that the revised
language pr'bposed by Bell to define a single ow'nef ﬁould ensure a degree
of commonality among the entities shar‘iﬁg an STS system without imposing
arbitrary distinction based on the number of buildings or the structure
of ownership..

ShareTech agrees with the proposed requir‘emeht that tenants in an
STS area be given the alternative of receiving service directly from the
LEC and that such requirement obViates the need for Commission
regulation of STS; hc_)wever,.lshar'eTech contends that the STS provider

should not be required to bear the cost of installing wire needed to
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serve directly non-STS tenants, and states that STS providers should be
reasonably compensated for the use of their 'wiring and related
facilities,

ShareTech contends that local exchange carrier tarriffs should not
discriminate against STS providers as opposed to other PBX users.
Sharetech states that private resale and shariﬁg of local telephone
service among multiple entities are already permitted an& commonplace in
Alabama  in such applications as found in hotels, motels, hospitals,
nursing homes and college dormitories, and that Bell proposes to
grand father existing operations of this type. STS would be physically
and technologically indistinguishable from these existing sharing
situations and there is no basis to foreclose STS providers from
subscribihg to flat rate service when such service is made available to
other PBX users.

SharéTech argues that the assertion of the LEC's that STS users
'Wwill be able to achieve greater load leveling and, therefore, generate
higher usage per line than an individual customer, is not based on any
empirical evidence and states that frequently an individual PBX customer
will experience greater usage per line than an STS arrangement and that
load leveling is not necessarily characteristic of an STS arrangement,
but of different usége patterns and peak calling times of particular
users. Therefore, ShareTech submits that the same rates should apply to
both types of PBX customérs and that the issue of fiat versus measured
PBX service should not be addressed in this proceeding in that the same
considerations concerning the desirability and appropriateness of
measured rates apply equally to all PBX customers.

ShareTech states that similarly the broposal to impose a $10 or $15
client charge on STS oberations is discriminatbry and unjustified,
particularly if the Commission decides to permit LEC's to impose cost
based measured rates, as such a client charge would offset many of the
economies and cost savings offered by a sharing arrangement, and,-
therefore, render STS prohibitively expensive, thus precluding the
availability of STS benefits to small and medium-sized businesses.

ShareTech submits that there is no adequate Jjustification for this
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surcharge, and it is not based upon any additional costs which would be
incurred by South Central Beil_as'a Peéult of sharing a PBX among more
than one user. ShareTech urges the Commission to adopt rules in
accordance with the policies and public _interéest considerations that
they have outlined.

Tel-A—Tech Communications; Inc: filed its Brief In Opposition To
Rate Increase For STS‘in which théy staﬁeAthe main issues before the
Commission in this procééding are what degree of regulation should the
Commission imposé on the provision of STS and what revenues could be
lost through the operaﬁion of such STS which could 1lead to strénded
‘investment and higher rates for the ratepayers éf Alabama,

It is Tei—A-Tech's'position that there should be no regulation of
STS beéause the equipmeht dsed in'these services is now regulated by the
" Federal Communicatipns Cdmmission. Tel-A—Tedh states there may:be some
lost revenues where bﬁsinesses are dinvolved; howéver, theré will be
additiohal revenues in the residential setting and that Bell could not
point to revenue losses as a»result of smart buildings based upon any
evidence before the Commission. Tel;A—Tech states that apparently Beil
bropoSedbthe STS Tariff simply to ﬁrevent erosion of 1local operating
companies revenue base, It is Tel-A-Tech's position that this' is
totally unjustified.

Tel-A-Tech states that the 1local operating companies have
introduced STS in Alabama by installing systems and qunishing service
at flat rates for business‘and residential customers. Now they want to
grandfather the entities where they are already furnishing this service
and restrain’ other businessés from ehtering this market by creating the
proposed tariff without justification;

It is Tel-A-Tech's position that STS for business should not be
cénéidered the same as STS for residential use; that separate and
distinet circumstances are involved,'as well as substantial differences
in 1line dsage‘and revenue. ,Tpis company.states there is justification

for a small rate increase for business STS, but. not residential.
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Tel-A-Tech maintains that STS and Reselling Services are distinct;
that STS customers are ratepayers who come together for economy and
stand to benefit by divestiture, while reselling services is a business
venturg which haé little or no regard for lower rates for persons
similarly situated in relation to telephone service and results in
profits for promotors. |

Tei—A-Tech and others similarly situated are attempting to pass the
economies of low rates to the multi-tenant resident users with a profit
to Bell while Bell will realize substantial profits from the STS concept
requiring a rate decrease to the average Alabama ratepayer. Tel-A-Tech
concludes that the purpose of the proposed tariff is to deny the
benefits of modern high technology to fhe persons who need it most, the

Alabama ratepayer.

DISCUSSION AND FINDINGS

- The filing of the tariff to introduce Shared Tenant Service
Offerings presents several issues for consideration by the Commission,
the first of which is whether or not STS providers are telephone
companies, and therefore utilities, and as such subject to the
regulatory jurisdiction of this Commission. As pointed out in South
Central Bell's brief, the Commission has found in previous resale
instances‘zﬁat every person who ownsﬁ operates, leases, manages, or

controls any telephone line is a "transportation company" and therefore

a "utility" under the Code of‘Alabama.-As further pointed out, Section
37-1-32 of the Alabama Code gives the Commission genéral supervision of
all persons, firms, and eorporations operating utilities under Title 37,
and Section 37-1~3 charges the Commission with supervising transporta-
tion companies. The Commission has, by its actions to date, exerted
supervision over the resale and sharing of tglephone services. The
Commission has established a regulatory framework to provide service
alternatives while protecting the integrity of the 1local operating
company franchise and, ultimately, the interest of the ratepayers of the

State of Alabama.
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It is the Commissidn’s finding that the Code of Alabama requires
regulation of telephone serviee, such ae STS, and the»intereet of the
Stateis ratepayefs is the paramount reason for the exercise of such
regulation.

| Regulation, howevef, dqes-not mean‘that'full regulation over rates:
aﬁd detailed certification processes need'be imposed. Rate regulation
over the service provided from the locai exchange company to the STS
providere will be under tﬁe supervisien of the Commiseion through the
tariffs filed and approved by euch companies. However, it is our opinion
that the rates. charged to the tenants or customers of the STS providers
need not be subject to our'supervision. Such charges will be included in
the total package, as part of the 'lease arrangements, between landlord
and tenant, rather than be broken out as separate charges, therefore
making them difficult to regulate.

The Commission'feels‘that a streamlihed or informal certification
process»which gives general information eoncehning the serice provider,
outlines the service to be provided, shows the size and scope of the
proposed project, the area the& plan to operate in, includes the terms
and .conditions of interconnection between the LEC and the STS provider
and the end-user and showe they are financially fit to provide the
service, will ensure that all parties are fully aware of their
obligations and responsibilities. By stating locetiens of the service
provided and the’pfoposed service'offerihgs; the Commission will be in a
position to respond to matters of interest to the general public
affected by such service. Therefore, STS providers should be
certificated as fesalers of local telephone service on a streamlined
basis that does not include economic regulatibn over. the service
provided by the STS to its tenants or clients. | |

We point out at this juncture that the resale of local service over
customer-owned coin-operated telephones, which was the subject of a
prior proceeding before this Commission, is not allowed under the Shared
Fenant Service arrangement as such would be a violation of the Order
issued in that Docket which states, inter alia, that all customer-owned

telephones shall be attached to a one-party line only (See Guideline 16,
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Report and Order issued under Dockets 19225 and 19278 on February U,
1985).

Several parties in this proceeding have recognized the.fact that
toll telebhone service will also be provided through the Shared Tenant
arrangement and the Commission recognizes this as part of the service to
be provided. However, it is our opinion that toll service provided by
the Shared Tenant arrangement should only be provided at charges no
higher than the cost of such services to the STS provider. To do
otherwise, a provider of service must comply with the Orders issued by
this Commission under Dockets 18548, 18617, and 18702, which address the
resale of toll service. Cémpliance with these Dockets would require any
entity wishing to obtain toll facilities from an LEC and resale that
service at a profit is required to obtain certification to do so from
this Commission.

The most controversial issue in tais proceeding is one concerning
the rates and charges that should be applicable to the STS provider from
the LECs. It is Bell's contention, as well as the other witnesses who
testified in this proceeding, that there must be equitable compensation
for use of local network facilities. Bell advocates, .-and the others
support, this service being provided on a business measured service rate
stating that usage would be higher than average per trunk in an STS
environment; however, because of reduced ¢trunk requirements due td
consolidation, STS providers will use fewer trunks while increasing the
usage ber trunk, resulting in reduced revenues for the LEC. Also under
an STS arrangement, switching costs remain the same as you have the same
total usage concentrated onto a reduced number of lines. This generates
less revenue under a flat rate pricing scheme, and to recbup the loss of
fevenues, which Bell estimates g§7$1.§_g;;lion the first year, service
must be provided under a measured environment.

The State of Alabama is opposed to the measured service rate,
stating that there is no evidence in the record of a demand for.STS,
ShareTech states that the imposition of mandatory local measured rates
would unlawfully discriminate against STS providers and their customers,

and that the supporters of measured service did not base their support
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on any empirical evidence. Tel-A-Tech offers a distinction between STS
and servides which are resold, stating thaﬁ STS customers are ratepayers
that come together for economy and stand to benefit from divestiture
while reselling services is a business venture which has 1little or no
regard for lower rates for persons similarly situated, resulting in
profits for promoters. |
| The Commission recognizes that projections of lost revenues are
made on certain assumptions, as there is no practical experience upon
which to base an empirical analysis of revenues to be lost or gained
through the provision of STS. The advocates of this service being
provided on a measured rate, however, did preseht testimony at the
heafing which wasnsubject to consideration upon cross-exaﬁination. On
'fhe other hand, Ihtervenors_state of Alabama, ShareTech and Tel—A—Tech
merely.state their pcsitions in post-hearing briefs without submitting
“any testimony into the record which could be analyzed by all parties. An
analysis presented during hearings which was the result of certain
assumptions is still more reliable and warrants greater consideraticn
Ahan a statement or opinion proffered by a party in a brief.

It 1is the Commission's .opinion_ tﬁat revenue loss would almost
certainly occur in STS areas based upon the evidence before us and the
most equitabie way to prevent such decreases ih revenue is by allowing
compensation for the cse of the 1local network on a measured service
rate.

The._tariff proposed by Bell provides that measured service -be
provided over business lines only, with the rationale that STS pro?idec
even to a residential complex is, in essence, a business venture. We
agree with this rationale-  and -are. of the opinion that_ even in a
residential environment that the\use of STS has enough characteristics
of a business to be rated on 'a business measured service. charge.
Therefore, we find fhat the most equitable compensation to the local
operating_ company for .the use of its network facilities over which
Shared Tenant Services are to be provided is in a business measured

service environment.
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We point out here, as was brought out in testimony from the
Petitioner's witness, that rather than looking at the rates charged for
this service, the STS providers have, as their biggest selling point for
their service, the'enhancement~of the telephone services as part of a
package plan which would not be otherwise available to a tenant except
at considerably greater expense. We feel that the business measured rate
provides equitable compensation to the local exchange company while the
enhanceﬁent of services will offset this potentially higher rate.
Furthermore, we would point out that measured éervice rates are designed
to lessen the impact'of rates on low volume users, while assessing the
costs of service to the cost causers. Low users, therefore, will benefit
. from measured service while high users, although not receiving service
at a lesser rate, will be paying for the service they use themselves
rather than having the cost spread out among all ratepayers. High users
will still receive the enhaneemeht of services that would not otherwise
be available, as well as the benefits resulting from economies of scale.

Another facet of the rates involved in the provision of STS is the
monthly $15.00 business client charge. and the $10.00 residential‘client
charge. These charges, while not cost based, werevarrived at on a value
basis plus the cost of maintaining clients' listings and are less than
the charge under joint user services tariffs presently in effect. They
were also designed té lessen the impact of STS on the LEC. It is pointed
out that cost is involved in supplying each client with his own number
over a reduced number of trunks rather than on individual lines. This
cost, plus' the value of the 1listing to clients, combined with the
business measured service rate should equitably cémpensate the LEC for
the provision of their network facilities.

Intervenor ShareTech, in its brief, states that the client charges
are discriminatory and unjuétified and would offset many of the
economies and cost savings offered by a sharing arrangement. ShareTech
submits there is no adequate justification for this sufcharge, but again

presented no testimony in opposition to such charge.
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It 4is the Commission's eninion that some elient cherges are
juetified in light of the cost involved, the valﬁe of.the lietings to
clients, and to soften the impact of fhe introducﬁion of STS; however,
we believe the stated charges are too high, ‘as they are out of
proportion with the charges for local service.

For a business to hafre its number _listed in both the white pages
and yellow pages of his telephone directory is a valuable 'asset and,
indeed, mest businesses. could not function without such a 1listing.
However, ‘the $15.00 pnopoeed charge 1is considerably' higher than the
present charge fer business listings. We believe a business charge of
$10.00 would more- appropriately reflect the cost of maintaining the
listings end the value of this service while still~allowing a buffer‘
against the impact of the introduction of STS. |

As to therresidential charge; $10{00 repnesents a cost that is over
50% of the average residential 1local bill per wmonth and vdoes not

represent the value to a fesidential subscriber as it does to a
business. We feel, in.fact, that this high of a residential charge may
result in a destimulation effect and encourage providers of SIS not to

report all their clients who are not willing to pay such a charge for
their listing. Tnis could result in reduced revenues to the LEC. We feel
that-a cost of $4.00 per month will coyer the cost of maintaining a
residential listing, the value of such 1listing, and still lessen the
vimpact of an STS arrangement on LEC revenues. .

If the LEC, after providing this service, determines that these
charges undercompensate them for this service, they may, of course,
petition this Commission for a change in these charges. We suggest such
a petition be based upon cbst'figures arrived from at least one year's
operation. |

Therefore, we find thaf the'monthly client changes of $10.00 for a
business and $4.00 for é residential customer combined with the'business
measured eervice rate-will compensate the LEC for the provision of this-

gserviee .
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The issues surrounding limitations on resale 'activity were the
subject of much discussion in fhis proceeding betwéen Petitioner Bell
and .Intervenor ShareTech; however, since proceedings have concluded,
these two,partiés have agreed upon language which satisfies the interest
of both and we agree that such language defines the concept of areas
where resale will be permitted and is in the best interest of all
concerned. Therefore, we approve the deéinition submitted as a response
to oral request which modifies paragraph A 27.1.1(c) of the proposed
tariff as set out hereinabove.

The Bell tariff also contains a prohibition against the private
interconnection of resale areas within a local calling area. Thié
prohibition, as well #s the Qefinition agreed to concerning limitation
of resale activity, is necessary to prevent violation of the LECs
franchised operating areas and to prohibit STS providers from serving
the general public without full certification. We find this prohibition
to be proper.

Anothef provision of Bell's tariff is that the reseller be the.
single contact point for the STS provided. This, Bell states, will
prevent confusion on the part. of the STS clients as to who maintains
"their service and who is responsible for that service. This provision
was not the subject of controversy in these proceedings and we find it
‘to be in the best interests of the clients served under a Shared Tenant
'érrangement and the LEC.

The proposed tariff also provides an exception to the STS provision
fof entities such as hospitals, hotels, nursing homes, and school
dormitories. We find this exception follows the past practice of
exempting such entities from certain service provisions and the continua-
tion of such exemptions to be in the best interests of the general
public.

\ It is Bell's position that they should retain the right to provide
service directly td a tenant where such a terant desireé their service

over that of the STS provider. We agree as we are of the opinion that an

LEC has the right, as well as the obligation, to serve customers in
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their area and that eontinuatlgn of this right allows competition for
Jlocal telephone service.
: Bell also submits thej must have access to the facility support or
to cable pairs to serviée tenants réquesting direct service on a
non-resale basis. Intervenors agree with the requirement that tenants in
an STS area be given the alternative of réceiving service difectly from
the LEC; however, they contend that the STS prévider should not be
required to bear the cost of installing wire needed to serve non-STS
tenants directly or that they should be reasonably compensated for the
use of their wiring and reléted facilities.
While we understand the concern of the 'STS providers in this

matter, the provision of inside wiring is the‘responsibility of the

owner of the building. This responsibility remains unchanged in an STS
environment. The provision of these facilities should be considered into
the construction deé building in thé»planning stages as it is at that
point which such facilities can be conStfucted at the most economical
costs. Such provision of inside wiring does not change the
Pesponsibility of the ‘LECs from Awhat it _is today under other
arrangements.

Compénsation for such wiring to récoup the expenses involved are,
we feel, a matter to be resolved betweeﬁ the STS provider/owner of the
building and. the tenants theréin; be they STS clients or non-resale
tenants. While we realize there is no way to satisfy the concerns of all
parties in this matter, ﬁe feel that this 1is the most equitable
arrangement and find same to be in the best interésts of the general
ratepayers in thié State who would havg to share the expense of the LEC
if they bore the cost of the wiring. |
. The final provision of Beil's proposed tériff is +that it
grand fathers joiht user service and business édditional listings. The
reason offered is that the original intentioﬁ was fon_iimited business
sharing applications where the use is incidental to the principal
subscribers service. However, today's resale environment goes beyond
incidental shared use as business operations are being established to

provide telecommunications service on a resale basis. The grandfathering
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of joint user service continues to meet incidental sharing needs, while
the proposed tariff as a whole provides an evquit~able structure in a
resale environment.

The business additional listings tariff, which is désigned to meet
businessneeds. in a non-resale environment as exists today, is also
being grandfathered and regulations ar-é being established for extra
listings with business and client charges which will meet their needs in
a resale environment.

Intervenor ShareTech states that 1local exchange carrier tariffs
should not discriminate against STS providers as opposed to other PBX
users. They state that private resale and sharing of 1local telephoné
service among multiple entities are already permitted and commonplace in
Alabama in such épplications as found in hotels, motels, hospitals,
nursipg homes, and éollege dor{nitof‘ies, and that these existing
operations would be gréndf‘ather'ed undér_Bell's proposal.

The Commission finds that the concept of STS has created a. demand
for such arrangements which allows customers to aggregate calling usage
by sharing local exchange access lines, thereby providing enhancements
to the STS clients th'at were not available heretofore. This demand has
grown out of the competitive environment now existing in the provision
of telephone services and the providers of network facilities to the
service must be responsive to the new environment. They must also
provide this service under rates and regulations that will wmaintain
their financial integrity while providing such service. If the
Commission was of the opinion that the demand for Shared Tenant Service
did not exist or would not exist, we would simply deny this tariff
filing. |

However, it is our opinion that there exists a demand for shared
telecommunications services and that the provision of this service is
emerging in Alabama. Bell, through its tariff proposal, is allowing
those customers which have been operating under a joint user arrangement
to retain ser'v-ice under that arrangement and at the rates charged for
that service for many years. To do otherwise would constitute a rate

increase to those subscribers. We feel this is the most equitable
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approach to the offering of the new STS arrangements. Bell is being

.responsive to the emerging demand for Shared Tenant Service while not
penalizing those alread& operating under the joint user tariffs. We do
not find this discfiminatee'egainst STS providers of their customers
and, therefore, supbort»the‘grandfathering of joint user service and
business4additionalllistinés. |

IT IS, THEREFORE, ORDERED BY THE COMMISSION, That the provision of
Shared Tenant Service offering the resale of_local exchange service is
hereby approved. | | |

IT IS FURTHER ORDERED BY THE COMMISSION, That the tariff filed by
Petitioner South Central Bell governing the provision of Shared Tenant
Service is hereby denied. .

| ~IT IS FURTHER ORDERED BY THE COMMISSION, That Petitioner South
Central Bell file, within thirﬁy days from the date hereof, subject to
Commission approval, a tariff ‘providing for Shared Tenant Service
Offerings pursuent' to the_ findings contained herein with a proper
.effective date. |

IT IS FURTHER ORDERED BY THE COMMISSION; That nothing contained
herein allows resale ef toll telephone service;

IT IS FURTHER'ORDERED BY THE COMMISSION, That nothing contained
herein allows the resale off local service over customer-owned
coineoperated telephones. |

IT IS FURTHER ORDERED BY . THE COMMISSION, That any provider of
Shared Tenant Service wishing to operate within the State must first
obtain certification from this Commission in accordance with the
findings set odt herein. _ ._

IT IS FURTHER ORDERED BY THE COMMISSION, That the Commission shall
retain jurisdiction err this mattef for any furﬁher order or orders as
the Commission may find just and reasonabie in the premises. ‘

IT 15 FURTHER ORDERED BY~THE'COMMISSiON, That this Order shall be

effective as of the date hereof.
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Dated at Montgomery,

Wallace Tidmore, Secretary

Alabama, this 8th

day of April,
ALABAMA PUBLIC SERVICE COMMISSION

=TSO

Jim SuIlivan, President

Lynn Greer, Commissioner

Folsom, Jr., gommissioner

Commissioner Lynn Greer did not participate in this decision.

1986.
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