





PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA



Telecommunications Division               RESOLUTION T-16187

Carrier Branch                            September 3, 1998





R E S O L U T I O N





RESOLUTION T-16187.  ROSEVILLE TELEPHONE COMPANY (RTC).  REQUEST FOR RECOVERY OF REVENUE REQUIREMENT RECORDED IN A MEMORANDUM ACCOUNT AUTHORIZED BY THE COMMISSION IN RTC’S LAST GENERAL RATE CASE PROCEEDING.



BY ADVICE LETTER NO. 418 FILED ON JUNE 22, 1998 AND BY ADVICE LETTER NO. 418-A FILED ON JULY 7, 1998.

________________________________________________





SUMMARY



This Resolution authorizes Roseville Telephone Company (RTC) to seek recovery of the revenue requirement associated with its plant investment in fiber to the curb in the Del Webb/Sun City planned community in its next annual New Regulatory Framework (NRF) Price Cap filing.  In its NRF filing, RTC is permitted to reflect as “other adjustments” the amounts of $199,156, (one-time revenue requirement adjustment covering 1997 and 1998), and $89,390 (ongoing revenue requirement adjustment beginning 1999).





�BACKGROUND



Pursuant to Ordering Paragraph No. 6 of Decision (D.) 96-12-074, � RTC filed Advice Letter (A.L.) No. 418 on June 22, 1998, requesting authority to recover the revenue requirement associated with the deployment of fiber to the curb at the Del Webb/Sun City planned community of 3,500 homes.  The amount associated with this plant investment was recorded in a memorandum account with an initial entry of $520,187. RTC proposes to recover the revenue requirement recorded in the memorandum account, including interest, through a Z-factor adjustment in its next NRF Price Cap advice letter filing.  In support of its request, RTC submitted calculations for the following revenue requirement adjustments:  (1) one-time adjustment of $199,156 (including interest) covering 1997 and 1998, and (2) ongoing adjustment of $89,390 beginning 1999.



On July 7, 1998, RTC supplemented its advice letter filing and filed A.L. No. 418-A to state in the advice letter the revenue requirement effect of its filing in the amount of $288,546 ($199,156 + $89,390).



NOTICE/PROTESTS



RTC states that copies of the Advice Letter and Supplement were mailed to competing and adjacent utilities and/or other utilities and interested parties who requested copies.  Notice of filing of A.L. Nos. 418 and 418-A was published in the Commission Calendar of June 25, 1998 and July 10, 1998, respectively.  No protest to the Advice Letter and Supplement has been received.



DISCUSSION



Consistent with the Commission’s directions in D.96-12-074, RTC filed A.L. Nos. 418 and 418-A to request authority to recover the revenue requirement associated with its fiber to the curb investment before the expiration of the 18-month authority granted by the Commission.



In its filing, RTC explains that the FCC has not issued a final decision with respect to the allocation of fiber facilities between regulated and non-regulated operations.  However, RTC states that the Commission has issued D.97-06-090.�  In this decision, the Commission stated that:



“…it is apparent that fiber to the curb, especially in a new build scenario, is increasingly cost effective.  Advances in fiber electronics have led to increases in system capacity and decreases in costs.  These decreases in equipment costs are expected to continue.”



Consequently, RTC believes that its deployment of fiber to the curb is consistent with the Commission’s findings and is therefore reasonable to be part of its plant investment.  RTC adds that the entire amount recorded in the memorandum account should be included in its plant investment because the investment in fiber to the curb has been used solely to provide regulated telephone services.



The Telecommunications Division (TD) reviewed the calculations submitted by RTC in support of its request.  TD finds that RTC applied the appropriate intrastate separations factors to the total company estimates to determine the adjustment to its intrastate revenue requirement, applied the applicable net-to-gross multiplier adopted in its general rate proceeding, applied the appropriate annual 10% interest rate, and properly calculated the monthly amortization to be collected as an adjustment in the revenue requirement.



We note that advances in technology, such as fiber deployment, have affected the telecommunications industry.  In D.97-06-090, we recognized that the use of fiber to the curb technology was “increasingly cost effective.”  In this same decision, we also recognized that the issue of whether the existing copper network should be upgraded or replaced with fiber raises the question of whether our policies should remain technology neutral.  Since swift technological telecommunications changes/developments greatly impact telephone companies’ choice of technology, we reaffirmed our policy toward a technology neutral telecommunications infrastructure, as expressed in Finding of Fact No. 40 of D.97-06-090.  Therefore, we find that RTC’s request in its A.L. Nos. 418 and 418-A seeking recovery of the revenue requirement associated with its fiber to the curb investment reasonable.



In D.94-06-011, we clarified the eligibility criteria for a Z-factor treatment, and RTC’s revenue requirement adjustment request does not meet the established criteria.  We will, however, allow RTC to reflect its requested adjustment as an “other adjustment” in its next annual Price Cap filing.



FINDINGS



RTC requests authority to recover the revenue requirement associated with its fiber to the curb investment in the Del Webb/Sun City planned community.



RTC proposes to recover the revenue recorded in the memorandum account, including interest, through a Z-factor adjustment in its next NRF Price Cap advice letter filing.



The Commission, through D.96-12-074, allowed RTC to establish a memorandum account to record the $520,187 investment in fiber to the curb, plus 10% interest.  RTC was also authorized to file an advice letter filing seeking recovery of the fiber to the curb investment subject to the following conditions:  (1) the advice letter filing must be filed within 18 months from the date of the issuance of D.96-12-074, and (2) the advice letter filing must demonstrate that it is consistent with the FCC’s rules on the cost allocations between regulated and non-regulated operations, Commission rules or decisions, or in any other way is reasonable.



To date, the FCC has not issued the final rules on the cost allocations between regulated and non-regulated operations.



In D.97-06-090, the Commission recognized the increasing cost effectiveness of the deployment of fiber to the curb in new developments.  In this decision, the Commission also reaffirmed its commitment to technology neutral policy because of the impact of swift telecommunications technological advances in the choice of technology by a telephone company.



Based on the Commission’s recognition of the increasing cost effectiveness of the deployment of fiber to the curb, RTC’s revenue requirement adjustment request is reasonable.



RTC’s revenue requirement adjustment request does not meet the eligibility criteria for a Z-factor treatment established in D.94-06-011 and will instead be treated as an “other adjustment” in its next annual Price Cap advice letter filing.





THEREFORE, IT IS ORDERED that:



Except as noted in this Resolution, Roseville Telephone Company’s (RTC) request in its Advice Letter No. 418 and Supplement Advice Letter No. 418-A is granted.  RTC is authorized to seek recovery of the revenue requirement associated with its investment on fiber to the curb in the Del Webb/Sun City planned community in its next New Regulatory Framework (NRF) Price Cap advice letter filing.



In its next NRF Price Cap advice letter filing, RTC is allowed to seek as “other adjustments” a one-time revenue requirement adjustment in the amount of $199,156 (covering 1997 and 1998), and an ongoing revenue requirement adjustment in the amount of $89,390 (starting 1999), as detailed in Appendix A.





�This Resolution is effective today.





I hereby certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on September 3, 1998.  The following Commissioners approved it:









                            _____________________________

                                 WESLEY M. FRANKLIN

                                 Executive Director





                                 RICHARD A. BILAS 

                                      President

                                 P. GREGORY CONLON 

                                 JESSIE J. KNIGHT, Jr. 

                                                                                               HENRY   M.  DUQUE				                                                                                 JOSIAH    L.   NEEPER				                                                                                                    Commissioners

�  In D.96-12-074 (RTC’s last general rate case proceeding) dated December 20, 1996, the Commission disallowed Roseville’s $520,187 investment on fiber to the curb.  However, the Commission authorized Roseville to:  (1) establish a memorandum account to record its $520,187 investment plus interest at Roseville’s authorized 10% rate of return, and (2) file an advice letter filing for recovery of any portion, or all, of the $520,187.  The advice letter filing, to be filed within 18 months from the date of D.96-12-074, shall demonstrate that it is consistent with the Federal Communications Commission’s (FCC) rules on the cost allocation between regulated and non-regulated operations for shared use of facilities, Commission rules or decisions, or in any other way is reasonable.

� In D.97-06-090, the Commission granted GTEC’s petition to eliminate the preapproval requirement in the deployment of fiber optic cable beyond the fiber detailed in D.89-10-031.
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