PUBLIC UTILITIES COMMISSION OF THE SIAEE‘OP‘CALIFORNIA

COMMISSION ADVISORY AND COMPLIANCE DIVISION RESOLUTION T-15137
Telecommunications Branch ~~ October 6, 1992

»
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RESQLYUTIQN
RESOLUTION T-15137. PACIFIC BELL (U=-1001~C). REQUEST
TO ESTABLISH BUSINESS ADVANTAGE PLAN, TARIFF SCHEDULE.
CAL. P.U.C. NO. A6., MESSAGE TELECOMMUNICATIONS SERVICE

*BY ADVICE LETTER.16290A, FILED ON JULY.28, 1992.

SUMMARY

This Resolution redjects Pacific’s request to establish Business
Advantage Plan (BAP), Tariff Schedule Cal. P.U.C. A6, Message
Telecommunications Service. A plan similar to BAP is currently
being considered in the the Implementation Rate Design (IRD)
proceeding (I.87-~11-033, Phase IIX). The Commission denies
Pacific’s request on the grounds that .approving the plan by way
of the. advice letter process tends to undermine the procedural
Integxity of the . Commission”s foxrmal investigation process by
circumventing I. 87-11-033. .. . ... . ‘ ; ‘

BACKGROUND

Pacific Bell (racific), by Advice Letter (AL) No. 16290 filed
July 28, 1992, requested authority to establish Business
Advantage Plan, Tariff Schedule Cal P.U.C. No. A6., Message
Telecommunications Sexrvice. BAP is a toll discount plan that
provides business customers, in return for a flat-rate monthl
charge, a S50% discount on toll usage.  The plan would also allow
a customer to combine up to four additional billed business
telephone numbers (BTNs) and, for the same monthly charge, to

receive the discount on the aggregated toll usage of the five
numbers. S :

On September 15, 1992, Pacific filed Supplement 16290A. The
supplement (1) retains Pacific’s Optional Discount Plan A (ODP-
A), a plan withdrawn by the initial £iling; (2) removes the
restriction that would prohibit COPT (customer-owned pay
telephone) vendors from participating in BAP; (3) proposes that
BAP terminate on the effective date of tariffs f£iled in

. compliance with Phase III of I.87-11-033, the.Commission’s

- investigation into .alternative regulatory frameworks for local
exchange carriers; and’ (4) requests a change in the proposed -
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PROTESTS -

Notice of this advice letter was on the Commission Calendar of
July 31, 1992. The Commission Advisory and Compliance Division
(CACD) has received eight protests to Advice Letter No. 16290
from: MCI; Sprint; Phoenix Communications; CALTEL; Shared
Telecommunications Systems, Inc. (STS); Business
Telecommunications, In¢. (BTI); California Payphone Association
(CPA) ; and CENTEX Telemanagement, Inc. These protests wexe
timely, showed merit,.and were therefore considered by CACD..-
Pacific responded to these protests on August. 26, 1992. A

suTmary'of.the*protests#and of Pacific’s response is presented
below., I '

Toward Utility Rate Normalizdtion-(TURN);also'protested
Pacific’s filing. TURN’s protest was not timely, however, and
was not considered by CACD. Nevertheless, TURN’s concerns,

which were expressed by the other protestants, are addressed in
response toO others’ protests.

All protestants raised the concern that BAP was similar to
Pacific’s toll discount plans submitted in the pending

IRD phase ¢of I.87-11-033. MCI and CENTEX note that toll
discount plans were a major issue litigated in the IRD
proceeding, addressed in numerous pages of testimony, and
consumaed many hours of hearings. The protestants believe that
approving one of Pacific’s IRD toll discount plans by way of. an
advice letter would undermine the procedural integrity of the
Commission’s heaxing process. The protestants allege that
approval of this plan by way the advice letter would imply that
Pacific could file all of its IRD case by way of advice letters,
circumventing the entire formal investigation process.

Pacific responds that it is unreasonable to suggest that it
cannot request one rate change, out of the hundreds proposed in
the proceeding, while IRD is being decided. Pacific notes that
this rate change does not raise any other rate or modify the
rate rebalancing proposed in IRD. Pacific states that the
protestants are trying to protect themselves from the pending -

intralATA exchange competition at the expense of consumers, who
would benefit from BAP now.

CPA protests Advice Letter No. 16290 on the grounds that
Pacific’s plan does not allow COPT providers to participate
(since COPT providers are not allowed to combine BTNs), and
therefore excludes them from the benefits of the discount.

Responding to CPA’s protest, Pacific states that the
avallability of toll discount plans. for COPT providers has been
a long standing COPT industry issue. Pacific’s Supplement
16290A, filed Septembexr 15, 1992, included a modification which
makes -BAP . available to COPT providers, thereby satisfying the
concerns of CPA’s protest. - ‘ P

| BTITaﬁdtsrsiéﬁinéd“that Advi¢é:Letter&NdQ’16290{discriminatés,
in violation of P.U. Code’Section 453(a), in: that it withdraws
~ the high usage toll discount plan that is currently available to
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business and residential customers, ODP=-A, and replafes it with
BAP, a .plan available only to businesses, thus leaving
residential customers wit no high~-usage toll discount options.

Pacific responds that withdrawal of ODP-A would not he
discriminatory because there are presently no residential
customers to its ODP-A. Nevertheless, Pacific modified the

advice letter filing in Supplement 16290A to'continue the ODP-A
for residentiel customers.

MCI, Sprint, BTX, Phoenix, and CENTEX all noted that Pacific’s
-econtention, in AL No. 16290, that introduction of BAP would - .
increase its revenues is inconsistent with its testimony in the

IRD proceeding, where Pacific testified. thnt toll rate decreases
will lead to revenue decreases.

In rebuttal, Pacific points out that the advice letter does not
assert that toll revenue will increase, as the protestants
claim, but rathexr that Pacific would be bettexr off (by - -
approximately one-~half million dollars) by reducing toll rates

., now and retaining customers, than to~do nothing and simply'watch
its toil*businessttsappear. SR ,

RISCUSSION

We believe that the advice letterx process is not the appropriate
forum to litigate the merits of Pacific’s BAP. That litigation
has taken place in the Commission’s IRD proceeding. We agree
that approvnl of the BAP would, at least in part, circumvent the
Commission’s formal process. This formal process is effective
and fair in that it ensures due process and deliberate
consideration of all relevant issues and allows the Commission
the opportunity to consider fully how a proposal would affect
the overall telecommunications market. These benefits and
advantages, while not altogether absent from the advice lettex

process,. are not as crucial to that process, which is. designed

to expedite issues of little or no controversy in a less formal
manner. ,

The IRD proceeding extensively addressed the issue of toll

- discount plans in both written and oral testimony. Testimony in
IRD has concluded and the proceeding is in the briefing phase..

The pending proposed decrsionAI-87-ll-033 will address Pacrfic s

propossls for toll discount plans.

Furthermore, approving BAP through the advice letter process nay
foreclose options currently available to the Commission. We
must retain the the latitude to base our decisions on the record.
obtained through hearings. To the_ extent, however slight, that

.approval of -BAP would preclude or limit our options in IRD, that
outcome should be avorded.'

Issues raised by-the protestants of this advice letter are
sufficiently significant to warrant formal consideration. This
request’ and the- issues related to it are currently undex ‘
consideration in r 87 11-033- Therefore, we’ will reject Advice
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Lettgg No. 16290 wuthout prejudice pend;ng a decision in't.87~-
11-0 , .

ZIEDIEE& , ‘
S on July 28, 1992, Pacif;c filed: Adv;ce Letter No. 16290

requesting approval of its Business Advantage Plan.
2.'

3. MCI, Sprint, Phoenix Communications, CALTEL, Sharxed
Telecommunications, Inc., Business Telecommunications, Inc.,
California Payphone Association, and CENTEX Telemanagement, Inc.
f£iled timely and- mer;torious protests. to~Advrce Letter No.

Pacific filed Supplement 16290A on September 15, "1992.

6290.

4. A toll d;scount plan simrlar to-the Busrne«s Advantage Plan
is under considexation in I 87=11- 033, the IRD'proceedrng.

5. The IRD proceeding has been submitted and we are currentl

Y
considering Pacific’s toll drscount plans.within the context of
the IRD testamony-

6. Approving Pacific’s: Business Advantage Plan by way of the
advice letter process tends to undermine the procedural

integrity of the. Commission's formal anestigation process by
circumventxng I. 87-11-033.~

THERBPORE, IT IS ORDERED thatz

l. Pacific Bell’s request to offer Business Advantage Plan,
Tariff Schedule Cal. P.U.C. A6, Message Telecommunications.

Service,. requested in Advice Letter No.-16290A, is hereby
\ denied- :

The e££ective date o£ this Resolution 1s today.

I certify that this Resolution was adopted by the Public

Utilities Commission at its regular meeting on October 6,'1992.
nghe tollowing Commissioners approved Lt- o

I will file a written,dissent;ng op;nron B
/s/ -PATRICIA.- PL.ECKERT

Commxssioner '

I will file'a written concurring opigﬁpn.
/5/ JOHN B. OHANIAN
Commissioner




AL.16290A
RIS

Commissioner Patricia M. Eckert, Dissenting:

The majority opinion in this msolunon thwarts. the regulatory compact this .
Commission made. with Pacxﬁc Bellin D 89-10-031. Three years ago, in D. §9-10-031,
this Commission began the proccss of allowmg Pacxﬁc Bell to be more compcnuvc.
Today we dcmand that they bc morc compcunvc yct do not allow them:to take acnon 10
lowex rates 10 busmcsq cnd-uscrs wuhout affccung msxdcnual rates.

Pacific Bell, by Advxcc Letter No. 16290 filedJ uly 28, 1992 requested authority to
establish Business Advantage Plan, Tanff Schedule Cal P.U.C. No. A6., Message
‘Telecommunications Scmcc. 'Busmcss ‘AdvantagePlan is a1oll- d.\bcount'plnn"tlmt
provxdcs business. customers, i rctum for aflat-rate monr.hly charge, a.50% discount on
" toll usagc. The pl.m would a.lso allow & customer: o combmc up to four addmonal billed’
‘business. tclcphonc numbcts and, for the same monthly charge. to rcccwc thc chscount on
the aggrcgatcd toll usage of the five: numbers. -

How have we: rcspondcd to Pac:.ﬁc s pcnnon (o] lowcr rates to end-users in order to
_position itself compcnuvcly” Th:s Comm:ssxon votes. out a rcsolunon denying them not

only the opportumty 10 lower ratcs, but also thc opportumty 0 posmon thc company
compctmvcly ' -

_ thrc is the logic? thm is the vzsmn" thrc is the gmdancc” Why do we issuc
decisions thatproducc results dxrccﬂy opposxtc of the rcsu.lrs we have. prcvxously directed
Pacific Bell to attam" How can we expect reasonable long range busmcss stmtchc
planmng when we cha.ngc the rulcsm mid-stream? '

In attempting to answer these qucsnons, I think the Commission may need to look
inward at itself, possﬂ:ly. th:ough a "systcms thinking" approach and using "systems.
dynarmcs dxscxplmc" as.is. cun'cnﬂy favorcd bya growmg number of progrcsswc
: corpomnons. _Thc mstzmtcasc scrvcs as a vchxclc to analyzc how and why our polimcs
' :md dccxsxOns mtcractm complcx, uncxpcctcd ways. AR




Pacific and the Commission cach has its own system'dynamic. Yet. in order 1o give
Cal:.fonuans a telecommunications. vision-and the wherewithal to realize that vision, the
Commxssxon and Pacific should probably be viewed together as one systcm affccung a
- larger cconormc systcm The Commission zmd Pacxﬁc must grvc thoughtful

.conszdcrauon in their rcspcctwc dccxsxons to: ‘

, 1) thc conscqucnccs of thcz.r dcms;ons on cach ozhcr‘s systzm and as thcy rclatc to '
'the wholc economzc systcm of Ca.hfoma. '

2) the sidécﬁccs of .thO§‘¢:'§|§nséQuéxi¢qs;f. ‘

3) thinking about the whole as weu‘hs'vthi;‘parts,

4) sccifig mulﬁplc ‘raﬂxc‘rvthdni- single causes and'éffcc_ts, and- -
5). detecting imcrrclatibnships. and rccognizing their importance.

This type of systems thinking approach is cspccmuy important for the Commission in

, regulating high tcchnology. mnovanon-rcwardcd. compcnuvc corporauons because of

- the speed at wh:ch change muSt occur xf such corporauons a.rc 10 mamtam :my
compcnuve cdgc. ‘ '

At ﬁtst blush, Phase I of the New Regulatory Pmmcworlc would appear to be the
appropriate system to-resolve this decision and will most likely lowcr toll mtcs-
| Howcva'.,Phasc I, asa syszem,u not funcnonmg effccnvcly bccausc it 1s no: linked or
- vmtcg'atcd wu:h other tclccommumcanons procccdmgs hcrc at :hc Commmswn and wxll
not bc opmuvc for at least mnc mon:hs )

Pamfic rchcs on Commxssxon pohczcs. Bccausc of thcu' size and complcxuy. Pacific
' dcpcnds on the. Comm:.sszon to be cons:stcnt and prcdxctablc

Tei s mcumbcnt upon this. Commission to scnd consistent signals as to our behavior
structure: so that we can beunderstood not only in one sctnng,basxc pohcy articulation,
but also ovcr subscqucnn dcc;smns to carry out that pohcy Scnmlcss ...gulatory schemes
'arc a comcrstonc of rcsponsxblc Comrmssmn rcgulauon. By thxs rcsoluuon the. fabnc of-

L .our bo.szc pohcy gaxmcm unravcls at its. scams




Today'sdccision on Pacific's. Advicé Letter No. 16290 evidences this. diéintcgmtion,
lack of consistent pohcy, and 1ack of. undcrstandmg of the dynamxcs w:tmn our own
systcm Thcrcforc. I must rcspcctfully d;sscnc from thc ma;onty |

'*r

/s/wm
Patrncna M. Eckert

Comm;ssmncr 3

Octobcr 6 1992
Sa.n ancxsco. CA
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Commissioner John B. Ohanian, Concuxring

I support this resolution. I support it because it is
consistent with the long term pexspective of the New Regulatory
Framework that we established in D.89-10-031. That is not to
say, however, that this was an easy decision. It is difficult to
reject a rate decrease, but reject we must. I observe that the
advice letter drew considerable opposition in the form of
protests, while I saw little in the way of support for Pacific
Bell‘’s position.  Clearly, in this instance, the long texm
benefits outweigh the short term gains this advice letter would
have on customexrs. .We have.worked _.long.and.hard while.developing
a new regulatory framework for the Local Exchange Companies of
California. We are close to the end ¢f that journey now --=- a
journey that began in November 1987 when we opened QOII 87-11-033.
I remind parties that I was sitting on this Commission when that
journey began. I also note, parenthetically, that the opening
briefs of Phase III of that investigation were filed just two
weeks ago. It would be premature of us now to allow Pacific Bell
to effect a significant toll rate restructuring just prior té ocur
Implementation Rate Design decision in Phase IIIX.

- By denying Pacific¢ Bell’s advice letter, California
businesses will be deprived of a significant toll rate decrease.
I note that customers that have bills as low as $250 a month
would benefit from this advice letter. Many businesses,
including small businesses, fall into this category. It is this
aspect to today’s resolution that I find troubling. This is a
periocd of time when we need to encourage businesses to remain in
the state in order to revive California’s economy. Despite this
nisgiving about today’s resolution, I see the specter of our rate
design process unraveling.  Surely, toll decreases meet our
intentions for Phase III, but we cannot risk the regulatory
goals that we established in D.89-10-031 such as universal
service and rate stability. While we foster the concept of
competition in areas of utility sexvice where they are
~ appropriate, we cannot forget that a utility’s first obligation

is to sexve those customers who have no’other alternative. I do

not want to allow toll rate' structures to go into effect tomoxrzow
that will limit the Commission’s options when we restructure all
of Pacific Bell’s rates. = - '

Before c¢losing this subject, I must acknowledge Pacific
Bell’s efforts to make this advice letter as palatable as . _
' possible for our'consideration. To wit, they elected to forego
any recovery of. lost. revenues:that may have occurred, thus
preserving. the "revenue neutrality” condition of the -




Implementation Rate Design. The initial advice letter withdrew
an existing toll discount serxvice which tenefitted high usage
residential customers. In-their supplemental advice letter, they
elected to retain this sexvice. I am pleased with Pacific Bell‘s
efforts to work within the regulatory process, and I am
- encouraged by their efforts to bring the benefits of competition
to the marketplace. Unfortunately, it is a bit premature.

Finally, I turn my attention to the the other players waiting
for competition in the intralATA market. What is good for the
goose is good for the gandexr. They, too, must wait. For
example, the Interexchange Carxiers have considerably morxe
pricing flexibility than Pacific Bell. I will expect them to
wait .and show the same courtesy as Pacific Bell did in working
‘with: the gstaff of the Commission:Advisory and Compliance Division

o withyanyﬂfutu:eLfilingsﬁthatgmayﬁimpac;xouxﬂconsideration o£;the“

" Implementation Rate Design. ' =~ o oo T T T

' E

/sl __John'B. Obanian . ... -

.. San Francisco, California
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| FESSLER AND SHUMWAY, Commssxomxs, CONCURRING:

In our brief tcnurc on the Commission it has not been a practice to issue formal
writtcn opinions. in disposing of Advice Letter requests. However, the request by
Pacific Bell to cstablish a "Business. Advantagc Plan™ and‘ modify its existing tariffs
has occasioned a vxgorous chsscnt from COMMISSIONER ECKERT thc tonc and substance
of wh1ch merit bncf commcnt. COMMISSIONER ECKERT complams that thc Commxssv
on sxcfusal 1) pcrmxt th1$ move pending conclusmn of the Implcmcntauon Rate
Dc51gn phase of L. 87-11-033 1s devoid of logic, v1sxon and guidance. More broadly,
we are urgcd to cngagc in sclf-cxammanon unhzmg what the Commissioner terms

systcms thuﬂcmg unlmng "systcms dynarmcs discxplmc Nc:thcr thc thought
'procoss nor the dynamics are cxplamcd and we confcss to having to guess. as to their
contcnt and direction. Howcvcr wc do detect a call. t.hat thc Commission approach
dccalsxon making from the. vantagc of long and mid, as well as short-tcrm pcrspocuvcs
Furr.hcr, that as members. wc bhOUld cngagc in our t.asks with an awareness that a-
| dcc:sxon m a specific casc may wcll unpact upon if not forcshadow others. These are
conccpts thh which we axc famﬂmr and to which we whole hcartcdly subscribe. Yet,
thcy mouvatc us to- votc thh thc maJonty in thc instant mattcr.

Wc trust that we wzll, never find. 1t am'acuvc t0 vote- against a utility bid to
lower: chargcs to: any class of customcrs. Surcly, we did not find thc prospect attrace
tive m the current scmng Yet, the Comrmssmn is. on. the. verge of a decision which
will €ncompass.a comprchcnswc approach to many mtcr-rclatcd issues. We anticipate

| that 1t wﬂl ﬂlummatc mtctacnon bctwccn and among these issucs wluch are. both

| complcx and uncxpcctcd " Noththstandmg, COMMISSIONER ECKE.RT would have us

o -takc onc mattcr out of contcxt and out of tum Doubt.lcss thc Commmsmn and Pac1ﬁc |




function in the context of "one system ‘aff‘ccting, a largcr ccon_omic system.” However,
that relationship is not exclusive and it surely does not exclude 'th;' interests and
concerns of othcr parﬁcipants in the tclccomunicatiohs infrastructure. The CbmmisF
sion has been conszstcnc in ms:stcncc that compcunvc forces can function in the public
interest only if they are allowcd to vie on a "level playmg field." It is fidelity to that

, pnncxplc, and not the cxpcdxcnt bencﬁt of a short-tcrm adjustmcht of a ratc whxch w:ll

-moxc lxlccly than not havc to bc rcconﬁgurcd m lcss than a ycar, that occas:ons our.
| '-'-\adhercncc 1w thc majonty posmon- '

Danicl._Wrri, Fessler-

Danicl W, Fessler, President

Nétftnan D. Shumway

3 Norman D. Shumway, Commissioner

 SanFrancisco, Califomnia




