
 SECTION 11

TELECOMMUNICATIONS DIVISION


The Telecommunications Division assists the Commission in developing and implementing policies and procedures to facilitate competition in all telecommunications markets, and to address regulatory changes required by state and federal legislation.  

The Division’s ongoing role is to help the Commission to: ensure Californians have fair, affordable, universal access to necessary services, develop clear rules and regulatory tools to allow flexibility without compromising due process, to remove barriers that prevent a fully competitive market, and to reduce or eliminate burdensome regulation.  

Two to Three Year Outlook

The Telecommunications Division will continue efforts to remove barriers to a competitive market for telecommunications services.  A fully competitive market encourages development and availability of advanced telecommunications services within California to the benefit of the state, its people, and businesses in the state.

The telecommunications market is not yet fully competitive as envisioned by the Commission, and some issues to promote competition remain to be resolved. The market will become increasingly competitive, but dominant carriers, such as the incumbent Local Exchange Carriers, will not lose their market power immediately.  During transition to a fully competitive telecommunications market, regulatory oversight is necessary until market reforms work sufficiently to protect consumers and competitors.  

Over the next few years, the Commission will modify regulations for dominant carriers when competitive market forces are sufficient, and in 1998 will re-evaluate its consumer protection role, and address broad streamlined consumer protections that would apply to all non-dominant telecommunications carriers. 

The Commission also must continue to comply with the 1996 Federal Telecommunications Act and the corresponding rules issued by the Federal Communications Commission (FCC).  The Act is pro-competitive and intended to bring about competition in telecommunications markets throughout the country.  

While the Act parallels what the California Commission has done for the past few years, there are some policy differences, and our Commission is reviewing its policies to assure compliance with the Act.   As federal policies require specific state regulatory action, the Commission will increase its participation in federal matters and implement federal requirements.

The Commission’s role in telecommunications regulation continues to be to:

1) Encourage deployment of advanced telecommunications networks by competing service providers.

2) Ensure fair, affordable, universal access to necessary services, and preserve universal access in competitive markets.

3) Develop clear “rules of the game,” and regulatory tools that allow  flexibility without compromising due process.

4) Protect consumers from market abuses during the transition to              competitive markets.

5) Reduce and eliminate burdensome regulation.


1998 TELECOMMUNICATIONS DIVISION Objectives 

Objective  A:   Open Telecommunications Markets to Competition 

Over the past four years, the Commission has implemented the policies outlined in its 1993 report Enhancing California’s Competitive Strength:  A Strategy for Telecommunications Infrastructure, and its December 1994 Roadmap decision which established a procedural process to bring competition to California’s telecommunications markets.  Some of the goals in the Roadmap have been accomplished.   Implementation of others is ongoing.   The Telecommunications Division will analyze and develop options and recommendations to assist the Commission in implementing its policies, strategies, and decisions.

Strategy  1  Issue rules to remove barriers to competitive telecommunications

                    markets:

               1)  Local Competition Rules (R.95-04-043 and I.95-04-044):   High Priority
· area code relief and numbering resource issues, including implementation of permanent local number portability, number exhaust conservation measures to address the problem of telephone number exhaust, and revisiting the issue of 11-digit dialing   

· access to rights-of-way so that competitors can build out facilities 

· continuing call rating area issues, including issues relating to Internet service providers and reciprocal compensation

· outstanding issues relating to resale restrictions

· directory listings 

· revised cost recovery for interim number portability

· implementation costs

· call termination issues 

· continued implementation of mid-size LEC competition

· whether there is continuing need for EAS in a competitive environment.

2)  Assist in timely  resolution of competitive carrier vs. Carrier

              complaints                                                                                     (Ongoing)
3)  Finalize Open Access and Network Architecture Development (OANAD)

               Rules:  
 






           High Priority 

· Continue implementation of open access rules to provide availability of basic network functions necessary for provision of competitive local exchange service, and develop permanent wholesale discounts for resale services.

· issue a UNE “pricing order” by 3rd quarter of 1998 and require affected LECs to file tariffs to become effective by October 1998. 

· issue a proposed decision on permanent wholesale discounts by May 1998, with a final decision by 3rd quarter 1998.

· address issues relating to OSS/NRC/Changeover charges.

                                                                                    (June 1998) 

· These OANAD issues will be addressed in a separate new proceeding: 

· rate rebalancing

· geographic deaveraging

· relationship between UNE pricing and switched access pricing 

· procedures for additional unbundling, e.g., special access and private lines.                                               

4)  Adopt Operations Support Systems (OSS) measurements and set performance standards:  develop a performance monitoring mechanism for operations support systems, evaluate the parity of access by incumbents and competitors, set performance standards as appropriate, and determine the best way to ensure compliance if standards are not met or improvement is not shown.  Performance measures will be adopted in the 3rd quarter of 1998 and performance standards and compliance issues addressed by the end of 1998. 

           5) Address Pacific Bell Entry into Long Distance Market 

· address Pacific Bell Communications application for intraLATA and interLATA authority. 



   
  (2nd Quarter 1998) 

· Determine Pacific’s compliance with Section 271 of the  1996 Telecommunications  Act. 




  (3rd Quarter 1998)

· Determine Pacific’s compliance with Public Utilities Code Section 709.2.                                                                                      (3rd Quarter 1998) 

Strategy 3   Implement the Telecommunications Act of 1996, participate in 

                     Federal Communications Commission (FCC) proceedings, and defend Commission actions and jurisdiction in Federal Court Proceedings.

    (Ongoing)

· Intervene in FCC proceedings regarding:  separations reform, caller ID and privacy, wireless services, and unauthorized changes to consumers' long distance carriers (“slamming”) or unauthorized billing for services (“cramming”). 

· The Act sets up procedures and a timeline for states to approve voluntary or arbitrated interconnection agreements between incumbents and other telecommunications carriers.   Additional new entrants are expected to come to the Commission during 1998 with voluntary agreements or requests for arbitration, and there will be a corresponding increase in staff workload to address them.  

· Commission staff will also be involved in appeals in Federal District Court to Commission actions in these arbitrated interconnection agreements: AT&T and Pacific Bell, MCI and Pacific Bell, AT&T and GTE, and MCI and GTE, as well as an appeal of an arbitrated agreement between a one way paging carrier (Cook Telecom) and Pacific Bell.  These existing cases are likely to be resolved in the early part of 1998, with other new cases emerging during the year.

· Participate in cases which seek to uphold the Eighth Circuit Court’s determination on state jurisdiction over pricing for interconnection and other issues.

· Participate in appeals of portions of the FCC’s Ameritech 271 Order and Universal Service Decision.

Strategy 4
Eliminate or Streamline Regulations to Facilitate Competition

1) Remove Tariff Requirements for all Non-Dominant Service Providers:  

· Remove the tariff filing requirement for services of all non-dominant telecommunications carriers, with the exception of “basic exchange services” and for Category III services not subject to resale.  The goal is to lessen the regulatory burden on both the industry and the Commission by reducing the number of advice letters and tariff pages that “non-dominant” carriers file with the Commission.   

· Detariffing reform is tied to the Commission’s adoption and implementation of appropriate consumer protections in a competitive local exchange market and will be addressed in the General Order 96 Program Streamlining OII/OIR to be initiated by the Commission in 1st quarter 1998. 







(1998)

2)  Develop and Streamline Minimum Consumer Protection Rules Applicable to All Non-Dominant Telecommunications Carriers

The goal of the GO96 Program Streamlining OII/OIR is to identify only those rules necessary to protect consumers, similar to established “fair business practices,” and which afford customers recourse for improper or unfair business activities. 

Streamlining will simplify and clarify rules and provide equality of rules across all non-dominant industry participants including CLC, IEC, and CMRS service providers.  It will identify customer and carrier responsibilities in a non-tariffed, competitive market place, where carriers establish non-tariffed agreements or contracts with their customers.

           3)  Streamline General Order  96A - Advice Letter Process Rules:  The division will develop streamlined rules to accommodate the changing competitive environment in which tariffed and non-tariffed telecommunication entities are competitors.  The rules will simplify procedures for utility requests and staff review.  The General Order 96 Process Streamlining OII/OIR will be initiated by the Commission in the 1st quarter of 1998, separate from the General Order 96 Program Streamlining OII/OIR.  
                           Furthermore, division staff will assist an inter-divisional team to establish common industry “umbrella” rules for General Order 96 and electronic filing requirements. The electronic filing effort will lead to an online process of filing advice letters.
   



(1998)  

4)  Establish a Barrier to Entry Team: The Commission will continue an 

     ongoing review of Commission policies, practices and procedures as well as a review of legislative and regulatory mandates in order to streamline regulation and remove and/or minimize barriers to competition and respond to the changing telecommunications environment.  Such effort will be embodied in an interdisciplinary staff team, which will meet bi-monthly to continually evaluate progress and impediments to achieve fully competitive markets.                                                                       (Ongoing)

Strategy 5
Cooperate with State Legislature, Congress and Other State

                   Agencies in responding to inquiries, presenting positions on pending bills, and participating in committee hearings and other matters affecting telecommunications.  Inform the Governor’s Office, legislative offices, the CPUC Office of Governmental Affairs, and the Legal Division on critical telecommunications issues, including SB 960 code reform.

Strategy 6
Review and update the Roadmap to reflect remaining goals,

                     including 1996 Telecommunications Act mandates, and to determine when particular regulatory burdens may be lifted as competition eliminates the need for them.  Review court rulings that affect Federal Communications Commission implementation of the 1996 Telecommunications Act.                                                        (Ongoing)

Objective B:  Promote Universal Service and Protect Consumers with Special

                     Needs In A Competitive Telecommunications Market

Strategy 1
Universal Lifeline Telephone Service (ULTS):    

· Continue to provide a discount program for eligible low income consumers.  

· Work with the newly established ULTS Marketing Working Group to implement marketing planning process.   

· Initiate OII/OIR to revise General Order 153 to correspond to current operations of ULTS.                                                 (3rd Quarter 1998)

Strategy 2
California High Cost Funds (CHCF-A & B):   

· Provide high cost support through the CHCF-A for small, rural carriers.

· Provide high cost support through the CHCF-B to larger, price cap companies serving high cost residential customers.

· Establish a claim reporting process for the CHCF-B. 

· Implement geographically de-averaged, cost-based support program. 

· Work with the Interim Administrative Committee to resolve administrative issues such as long term governance, obtaining tax exempt status from the Internal Revenue Service (IRS), and the Commission’s role in the CHCF-B’s hiring and procurement. 

                                                                                                                      (Ongoing)

Strategy 3
California Teleconnect Fund (CTF):   

· Promote universal access to telecommunications services by offering discounted services to schools, libraries, county and municipally owned health care providers and community based organizations offering health care, job training, job placement or educational instruction.  

· Continue to process applications for the CTF.  

· Coordinate with the Federal Education Discount Program (E-Rate Program) to process applications for the CTF.

· Work with the Interim Administrative Committee to resolve administrative issues.                                                           (Ongoing)

Strategy 4
Deaf and Disabled Telecommunications Program (DDTP) 

· Continue to provide the California Relay Service.

· Through the DDTP, to distribute supplementary equipment for the deaf and disabled.

· Revise oversight and management of the DDTP.

· Oversee transition to a centralized equipment distribution program that will enhance the efficiency and competitive neutrality of the program.                                                                                                      (Ongoing)

Strategy 5
Customer-Owned Pay Telephone (COPT) Oversight:  

· Continue oversight of the Payphone Service Provider (PSP) Enforcement Program.  

· Review CPUC Public Policy Payphone policies which are currently limited to Pacific Bell and GTE service territories. 

· Initiate an OII/OIR 2nd quarter of 1998 to address a statewide program to comply with the FCC Order to have a statewide program.

(4th Quarter 1998)

Strategy 6
Implement Public Payphone TTY Program Mandated by AB 3152:  Oversee implementation of AB 3152 mandates to augment access by people with disabilities to payphones in public places. 










          ( 4th Quarter 1998)

Objective C:   Continue Traditional Regulatory Mandates

These traditional mandates include general rate cases for companies still operating under cost-of-service regulation, the operation of the new regulatory framework for companies operating under incentive regulation, approval of mergers, monitoring of service quality and consumer protection.  

Strategy 1   Review Small Local Phone Companies’ Services to ensure their 

                     continued availability to rural customers.   Establish a rate case plan for evaluating the operations of California’s 17 small local exchange carriers (LECs) to determine prudent costs and revenues.  Identify which LECs, for each succeeding year, may file either a GRC application or advice letter filing – this will regularize, on an ongoing basis, staff and industry workload, and reduce industry, customer and staff regulatory uncertainty.                                                                (3rd Quarter 1998)

Strategy 2
Continue New Regulatory Framework (NRF) Reform:   

· Address 1998 price cap and sharable earnings filings by the NRF utilities.   

· Conduct the  “NRF Audit” of Pacific Bell and GTE-California.  (ORA staff)

· New service, price floor filings, pricing flexibility filings and rate increase applications and contract filings for the NRF companies will be reviewed and processed as received.

· In February 1998, Pacific Bell filed an application to initiate its Triennial NRF Review.  Pacific proposes to replace the existing framework with pure price cap regulation.  ( A Commission decision is expected during the 3rd Quarter)

· Address NRF review for Citizens, Roseville, and GTEC. 

Strategy 3
Assess Franchise Impacts Claims   In D.96-09-089 the Commission

                     concluded that the introduction of competition into Pacific Bell and GTE-California markets does not constitute a taking of their “franchise”. Both LECs may file an application to establish whether the introduction of competition into their local markets combined with the current NRF-established depreciation methods, has deprived them of an opportunity to earn a fair rate on “regulated assets.”  GTE intends to file a franchise impacts application in the 3rd quarter of 1998.

Strategy 4
Conduct Access Charge Reform:   Once the UNE pricing phase of 

                     OANAD is completed in 1998, Telecommunications staff will assist the Commission in opening a proceeding to review access charges, and evaluate the impact on California of the May 7, 1997 FCC access reform order changing interstate access charges.  
(4th Quarter 1998)

Strategy 5   Assist the Commission in Expeditious Review of Proposed Mergers
                   for Compliance with PUC Code Section 854(b)   Consolidation is a major telecommunications industry trend.  In addition to the pending mergers below, the Commission expects other telecommunications companies subject to its jurisdiction to enter into mergers requiring its review during 1998.

· WorldCom/MCI Merger                                                              

· AT&T/TCG Merger

Strategy 6   Protect Customers

· Improve CPUC Response to Customer Complaints:   As a high priority, participate with the Consumer Services Division in efforts to improve the timeliness of responses to informal and formal customer complaints, and evaluate and offer to complainants new procedures to expedite complaint resolution. 





   (Ongoing)

· Address Evolving Consumer Protection Issues:   Propose rules to prevent non-dominant and unregulated carriers “slamming” – the unauthorized switching of a telephone subscriber’s service provider, and “cramming” – the unauthorized placement of charges into a customers bill by a third party service provider.  Review will include evaluation of LEC disconnection policies. 




(2nd Quarter 1998)

· Initiate Quality of Service OII/OIR:   Address growing customer concerns regarding service quality, and applicability of revised 

· General Order 133-B service quality standards appropriate for the competitive industry by initiating a Service Quality OII/OIR.  

       (1st Quarter 1998) 

· Continue Monitoring and Enforcement efforts associated with

      -  General Order 159, cellular/wireless siting requirements.

      -  facility-safety standards specified in General Orders 95 and128 

                              such as those applicable to overhead and underground facilities.

      -  General Orders 152 and 133-B service quality standards 

                              governing installation, repair and line quality. 

Strategy 7 
Perform monitoring and compliance activities, but review and propose modifications to them given the changing telecommunications environment. 

· review  advice letter filings for new and revised tariffs, contracts and CPCN applications (CLC and IEC authority 

· monitor affiliate transactions and subsidiary issues, centralized-credit-check-system, compliance with privacy rules, compliance with inside-wire rules, activities of Pacific Telesis’ Personal Communications Service 

· administer and oversee area code relief activities

· oversee disbursement committee of the Community   Technology Fund approved in D.97-03-067, modified by D.97-11-035                  (Ongoing)

Strategy 8
Reduce Advice Letter Backlog  

· The Telecommunications Division is committed to reducing this backlog to 100 by the end of 1998, and to processing all 1998 advice letters received within 90 days.  

· Reduce number of advice letters filed by allowing voluntary detariffing for all non-dominant carrier non-basic services. 

Strategy 9
Expand Cooperation With Local Jurisdictions on local 

                     competition and competitor access, numbering, 911 service, cell siting, environmental impacts of CLCs,  and highway emergency service issues.
(Ongoing) 

TELECOMMUNICATIONS DIVISION KEY PERFORMANCE INDICATORS

· In 1997, as a result of reforming our advice letter process, we were able to reduce the backlog from 2,400 to 700.   During 1998, we intend to reduce it to 100.

· Process all 1998 filed advice letters within 90 days.   The proposed voluntary detariffing of all non-dominant carrier non-basic services, and certain LEC’s fully competitive services, if adopted, should reduce the number of advice letters filed in 1998 and thereafter.

RESOURCES

Telecommunications Division -  Estimated 1998 Staffing and Vacancies 

65 Budgeted Positions









Positions

Objective


Authorized


Filled 
Vacancies
A - Open Telecommunications                      18                        15                      3

     Markets to Competition

B - Promote Universal Service and                14                        12                      2

      Protect Consumers with Special

      Needs in a Competitive 

      Telecommunications Market

C - Continue Traditional Regulatory              19                        15                      4

      Mandates

Support Staff



         6

      6

Division Administration 


         3

      3

Salary Savings Positions








6



Total Division PYs  =
        65 
              50

        15                                      

Impact of Vacancies


Until the Telecommunications Division is fully staffed, there are two vacancies which hinder our ability to fully achieve the universal service objective:  one PURA V responsible for consumer education and protection, one FE IV responsible for auditing public programs.  The PURA V vacancy means that the Telecommunications Division does not have the staffing needed to conduct the consumer education project mandated by D.96-10-066.  

Until the Telecommunications Division is fully staffed, there are three vacancies which inhibit the ability of the Division to open telecommunications markets to competition: those vacancies in the Local Competition, OANAD, Access Charge Reform, Section 271 and NRF implementation and reform dockets will result in (1) less comprehensive technical assistance to decision-makers; (2) less timely technical advice to decision makers, and (3) deferral of implementation issues.

Addressing Resource Constraints

· The Telecommunications Division is spending time and resources to fill vacancies from the appropriate hiring lists. 
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