PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIPORNIA

Commission Advisory & Compliance Division RESOLUTYON T-14003 |
Telecommunications Branch Date September 27, 1989

RESQLUTION
RESOLUTION T-14003. LOS ANGELES CELLULAR TELEPHONE o
COMPANY (U-3009-C). REQUEST FOR AUTHORITY ‘TO REDUCE ITS
ACTIVATION, ACCESS, AND/OR USAGE RATES FOR SPECIFIED
PERIODS OF TIME FOR EXISTING AND/OR NEW CUSTOMERS ON AN
EXPERIMENTAL OR PROMOTIONAL BASIS ON FIVE DAYS' ADVANCED
NOTICE.

BY ADVICE LETTER No. 22, FILED ON AUGUST 3, 1989.

SUMMARY

This resolution rejects Los Angeles Cellular Teléphoné Company’s
(Utility) réqueést for authority to reduce its activation, = -
access, andfor usage rates for specified periods of tiné (on an
experimental or promotional basis) for existing and/or new
customers on five days' advanced notice by Advice Lettér. The
request was filed with the Telecommunications Branch (Branch) of
the Commission Advisory and Compliance Division on August 3,
1989, and served on competing and adjacent utilities. Three"
protests to dismiss the Advice Letter were received from
Céllular Résellers Association; Inc.; Céllular Dynamics
Telephone Company of Los Angelesi and Division of Ratepayeér
Advocateés. Utility has replied to the protest. We have found
the protests to have merit. _ -

BACKGROUND

Utility is a facilitiés-based carrier that provides wholesale,
as well as retail rates for cellular radio telephone sérvice in.
the Greater Los Angeles Area. ‘ g

Utility has filed Advicé Lettér No. 22 to make changes to its’
tariffs to contain a provision t6 give thém authority té reducé
wholesale and/or retail rates for all existing andfor new o
customers on fivé.days' advanced notice by Advice Letter, The -
amount of reduction is not to reduce total retail andfor
wholesale reévenues at current tariffed rates by more than 10%.

DISCUSSION

Utility has stipulated three limitations on the authority sought
by Advice Letter No. 22: 1). The shortened notice provision
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would apply only to raté decreasés; 2%. The total impact of thé
decrease sought under thé authority of the Advice Létter c¢ould
not excéed 10% of gross revenués undér curréntly tariffed rateés;
3). Decreasés sought under thé shortened notics procédure would
be in effect for a specified périod of timé not to excéed six
months. At the end of the spécified geriod rates would
automatically rsavert to curréntly tariffed ievels.

Curreﬁtli G.0. 96-A requireées 30 to 40 days before a utility’s
tariff £ iing can go into effect. However, A provision in G.0O.
96-A, Section III.F statest "If a utilit{ deslires to place
reduced rates in effect on less than regulax notice (40th
calindar day after the filed date) the application for short
notlce authority may bé incorporated 1la the advice letter. ' The
rates will not become effective on léss than statutory noticée
until appropriate action by thé Commission, of which the utility
will be advised.* The statutory notice périod thé Commission
adopted for Cellular Radio Télecommunications Service is 30
days. Any deviation from this proceduré requirés appropriateée_
action by Commission Resolution. :

Furthexrmore, Séction III.C, para. 2 of G.0. 96-A statés thatt
“If the tariff schedules as filéed will result in an increase or
decreasé in révénues; thé advice létter should givé an éstimate
of theé annual révenue éffect théereof.™ This issuée was = . -
complétely ignored in Utility'’s Advice Letter. Utility did not

seek an exemption from this reéquirement, nor did they state that

a révenue impact study will bé provided.
PROTESTS

Protests were réceived fromt Ceéllular Réeséllérs Association,
Inc. (CRA) on August 22, 1989} Cellular Dynamic¢s Telephone -
Company (CDT) of Los Angéles on August 22, 1989} and Division of
Ratépayer Advocates (DRA) on August 22, 1989, The major - .
allegations were thati the Advicé Letter filing was procedurally
incorréct (not in compliance with G.0. %6-A, which does not
permit tariff sheets which changé ratés or charges to become
effective on léss than 30 or 40 days notice), and that its
approval will lead to discriminatory and prédatory pricing of
cellular service by thé utility. Utility responded to the
protests by letter dated August 29, 1989.

In résponsé to the allegation that thé Advice Létter was ..

procedurally incorréct; utility cites G.0. 96-A, Section III.F
which enablés thém to seéek Short Notice Authority. However;
utility failed to noté that this Short Notice Authority réquires
Commission approvalj Commission approval; by Resolution such as
this, can only be providéd on a two-week cycle, after proper -
noticé to the public has bééen made by a published agenda for our
Resolution. Specific requests for five day authorization are
inconsistent with this schedule.

DRA and CRA allege that thé Advice Letter will lead to L
discriminatory and prédatory pricing of cellular service. They
fear that utility will take advantagé of its authority to reduce
retail prices to a level bélow retail costs, which would drive
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out reseller competitors. Thereafter, utility could then raiseé
raetail rates to high, monopoly lévels, Utflity’s respénse was
that there is no decision nown to them that *mandates a fixed
sgread between wholésale and reétafl cellular rates, or that
changes in one set of tariffs be accompanieéd by a idck-Stép
change in the other.* Utility further exglained that it *would
not be motivated to incur lossés by reduclng rétail ratés to
less-than~-profitable levéels;" and that, "if it wére to
underprice its retail service, it would bé subject to the
traditional sanctions imposed by the marketplace and the law.*

Utility did not provide any documéntation to show the extent of
its proposéd decréases, or any combinations of {ts proposded
decreasés, and their effect on total gross révenues. As/is
required in G.0. 96-A Section III.C, such data must be provided
in the advice letter. :

We_find the protests to have merit.
FINDINGS
The Commission finds the Advice Lettér to be unjust and

unreasonable. The inclusion of this provision in the utility'’s
tariff sheets will résult in thé utility'’s bypassing of curreéent
procedurés without proper authorization. We note that pricing
fléexibility such as that proposéd herein could promote - -
competition in thé cellular market, and we cértainly éncourageée -
incréased compétition. We hopé that thé parties to our Ceéllular
Investigation (I.88-11-040) will considér thé options for such
incréased pricing flexibility over that which is permitted by
our Genéral Order 96-A today. We encourageée the utility to |
pursue its goadl in thé investigation or othér formal proceeding
to adapt our Géneral Ordeér 96-A to meet the competitivé needs of
the cellular market.

THEREFORE, IT IS ORDERED that:

The request for Los Angeéeles Céllular Telephone Company to have
authority to reduce its activation, access, and/or usage rates
for spécified periods of time on an éxpeérimental or promotional
basis on five days’ advanced notice by Advicé Letter has beén
denied.

The accompanying tariff sheets to Advicé. Létter No. 22 havé béén
-rejécted, and the Commission will return a complete set of the
rejected sheéets to Los Angéles Cellular Teléphone Company. with a
letter stating thé reasons for its réjéction. Rejected tariff
sheets shall bé rétained in thé utility’s filée of cancélled
sheéts. Shéet numbers and advice létter number of thé rejected
filing shall not be reused.
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¥ that this Resolution was adoptea by the Public
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