Lfnas

Decision 92-04-081 April 22, 1992
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In thé matter of the Application

of Freésno Ceéllular Téléphone ) -
Company for Rehéaring of Application No. 91-11-027
Resolution T-14619 ré Advice (Filed November 12, 1991)
Lettér 33 regarding proposed

rate plans. -

ORDER_GRANTING REHEARING OF RESOLUTION T-14619

Fresno Céllular Teléephone Company (FCTC) has filed an
application for rehearing of Resolution T-14619, in which we
rejécted FCTC's Advice Letter (AL) 33 without préejudice and
invited FCTC to filé an application. We havé consideéred all the
issues and arguments raised in the application and are of the -
opinion that rehearing should be grantéd for the reasons
discussed below. ‘ o

FCTC filed AL 33 on April 30, 1991, requesting authority
to restructure its retail rates and. to modify its wholesale
rates. FCTC proposeéd to increéasé access and usage charges for
its basic retail raté plan. FCTC also proposed to introducé
three new optional retail rate plans; a Standard Plan, & Préemium
Plan, and an Emergency Seérvice Plan. Finally, FCTC proposed to
increase¢ access and usage charges for its basic wholesale rate
plan., AL 33 was protestéd by the California Resellers ‘ ‘
Association, Inc. (CRA), who contended that the new optional
plans, together with the wholesale rate increase, would
substantially reduce the retail margin in violation of Ordering
Paragraph (OP) 15 of D.90-06-025 (Re_Regulation of Cellular _
Radiotelephone Utilities (1990) 36 cal.P.U.C.2d 464). Only one’
customer responded to the proposed raté changes, stating his
concern that the increase in basic retail rates would be used to

subsidize the new Energency Sexvice Plan.
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. In Reésolution T-14619, the Commission rejected AL 33
bécause of two major issues. Those issues are thé rate increases
in the basfc raté plans, and thé alléegéd margin reductions '
resulting from the new optional plans. The Commission stated
that advice létters containing rate élément increases must comply
with OP § of D.90-06-025. The Commission found that the data
supplied pursuant to OP 9 did not adequately justify the rate
increases. Regarding the margin reduction issue, the Commission
stated that although the proposéd raté changes to the basic rateés
would actually increéase the margin for those plans, substantial
reductions in margin would occur because there was no
corresponding wholesale raté for the new optional plans, ‘The
commission concluded that an application would be a more
appropriate vehicle for addressing these issues.

In réjecting AL 33, the Commission indicated the
difficulties that the Commission and its staff were having in
evaluating compliance with OP 9 and OP 15 of D.90- 06-025. Ih -
particular, OP 9 along with the related text in D. 90-06- 025 (sée
Re Requlation of Céllular Radioteléephone Utilities, supra, 36
Cal.P.U.C.2d at p. 496), which requires a cellular carrier to ‘
substantiate a réquested rate increase by providing market
studies, information pertaining to return on investment, and
cost-support data, is ambiguous and appears to be inconsistent
with the overall regulatory framework which was established for
cellular utilitiés in D.90-06-025.

Upon reconsideration, we believe that an application by
FCTC will serve no pufpose. Because the rate increase issues
raised by AL 33 are directly related to the ambiquities in OP 9
of D.90-06-025, we are of the opinion that we must first consider
modifying OP 9 before we can evaluate FCTC's proposed rate
increase. One of the problems we will look at is the lack of a
clear standard for determining when a proposed rate increase is
justified. Another problem is the apparent inconsistéency of OP $

with the conclusion in D.90-06-025 that rate of return regulation
is not appropriate for the cellular industry. Therefore, we will
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grant rehearing of Resolution T-14619, reopen Phasé II of I.88- -
11-040 (Investigation on the Commission’s own motion inté the
regulation of céllular radiotélephoné utilities) for the sole = -
purpose of reexamining OP 9 of D,90-06-025, and consolidaté the
two proc':éediﬁgs.1 The assigned administrative law judge will
hold a prehearing conferéncé in order to determine whether
additional evidencé fs needed or whéether pleadings are sufficient
to modify OP 9.

OP 15, which requires a showing of retail profitabiiity
in ordér to deviaté from the current margin, has also béen
difficult to apply becausé the ceéllular uniform system of
accounts (USOA) doés not include cost-allocation methods.
Therefore, régarding thé margin réduction issues raised- by AL 33,
we reilteraté our ruling in D.92-02-076, which denied applications
for rehéaring of Resolutions T-14607 and T-14608 pertaining to .
U.S. West Cellular of california, Inc. In D.92-02-076, we upheld'
resolutions stating that rateé changes which réduce the currént
margins between wholesale and retail rates cannot be made by
tempordry tariff or advice letter filings. '

Nevertheless, in the instant case, we find no reason to
requiré FCTC to file an application relating to thé margin
reduction issue when we aré granting rehearing on the rate
increase issue. Both issues can be considered in the same
proceéding., Thereéfore, we will grant réehearing on the margin
reduction issue as well as the raté increasé issue. FCTC shall
provide any information which would have beén provided in an
applicatioa upon requést of the assigned administrative law
judge. :

Thérefore, IT IS ORDERED:

1. Rehearing of Résolution T-14619 is granted.

1. Technically, 1.88-11-040 is still open. The latest phase of
that proceeding was submitted on December 5, 1991,

3
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. %, ‘phase 1I'of 1.88-11-040 is reopened for the solé -purpose
‘of reexamining OP 9 of D.90-06-025 in order to cleéar up the o
ambiguities and incénsistencles with that portion of thé

decision. '
_ 3. Rehearing 6f Re‘eélution T-14619 is consolidatéd with
I.88-11- 040 &6 that OP. 9,'as modified or clarifled, can bé '
,applied té the rateé increasé aspect of AL 33. . :

4., The assigned administrative law judge will hold a
-'prehearing conférénce in order to detérmine whether hearings will
be necessary to réview OP 9, or whéther pleadings are sufficient

to accomplish such modification. '
5.. The Executivée Director is directed to cause a certified
copy of this order to bé served by mail on all parties in this .
proceeding, as well as on all parties in I1.88-11- 040. ‘ '
This order is effective today. '
pated April 22, 1992, at San Francisco, California.r
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