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R E S O L U T I O N








RESOLUTION T-16276.   ROSEVILLE TELEPHONE COMPANY.   (U�1015�C).   APPROVES REQUEST FOR APPROVAL OF PROMOTIONAL DISCOUNTS ON INSTALLATION OF MULTIPLE ACCESS LINES.





BY ADVICE LETTER NO. 423, FILED ON AUGUST 27, 1998.


_________________________________________________________________








SUMMARY





This Resolution approves Roseville Telephone Company's (Roseville's) Advice Letter No. 423 that requests approval for a promotional discount on installation of multiple access lines consistent with the promotional pricing authority for non-recurring charges granted to Roseville by Resolution T-15955.





BACKGROUND





Roseville filed a promotional advice letter on August 27 1998, for installation of additional access lines.  In Advice Letter No. 423, Roseville proposes to revise Schedule A47 to offer a promotion to both its residential and business customers.  For customers with less than four lines, Roseville proposes to waive 50% of the service ordering, line connection and premise visit charges associated with the provisioning of additional access lines.  This promotion is limited to a maximum of four additional lines. 





NOTICE/PROTESTS





Copies of these advice letters were mailed to competing and adjacent Utilities and to interested parties.  Notice of Advice Letter No. 423 was published in the Commission Daily Calendar of August 31, 1998.  No protests were filed.





DISCUSSION





Roseville is seeking promotional pricing for local exchange services that the Commission re-categorized from Category I (monopoly services) to Category II (competitive services).  In Advice Letter No. 423 Roseville Telephone Company requests authority to deviate from tariffed rates by waiving 50% of installation charges for a promotional period of 60 days.  Roseville is seeking to exercise the promotional authority it received to waive non-recurring charges pursuant to Resolution T-15955.  We shall approve Roseville’s request to offer promotional discounts on multiple access lines, subject to fulfillment of the Commission’s imputation test in future promotional advice letter filings.  





Roseville correctly states in its advice letter that the Commission gave it promotional pricing authority for second access lines in Resolution T-15955, wherein, the Commission stated:





In Resolution T-15552 (Advice Letter No. 16935 of Pacific Bell) we noted that access lines are not optional services, but we found it reasonable for a telephone company to reduce non-recurring charges for establishment of a second access line during a promotion.  Accordingly, we will grant Roseville authority to waive non-recurring charges for ordering a second access line during its promotions; waiving recurring charges for access lines, however, is not appropriate.





Roseville’s request to discount and promote Category II services has drawn comments from CCTA, alleging that Roseville is seeking pricing flexibility for recategorized local exchange services, which CCTA believes the Commission has required to be priced at their current tariffed rates until the Commission establishes price floors for these services in the Open Access Network Architecture Development (OANAD).  





We disagree with CCTA’s interpretation of the Commission’s decision (D.96-03-020).  The Commission did not prohibit promotional discounts on recategorized services in D.96-03-020; nor did it suspend or eliminate Roseville’s ability to conduct promotional pricing under its promotional pricing authority.  Thus the authorization accorded Roseville by Resolution T-15955 is still in effect.





Moreover, promotional offers are not necessarily contingent on adopted price floors and can be approved regardless of the Category classification of the service or pricing policy where, as is here, the company has been accorded authority to exercise promotional pricing flexibility.  The type of request that Roseville makes in AL 432 to waive or reduce non-recurring charges on its services is not a new concept.  In fact, it is very similar to Pacific Bell’s (Pacific’s) request for promotional pricing in Advice Letter Nos. 19624, 19625, and 19626.  In these advice letters, Pacific, which is also regulated as a New Regulatory Framework (NRF) company, requested and we approved a number of promotional discounts in the last several years at a time when competition in the telecommunications market was at its most nascent stage.





As early as 1994, the Commission authorized promotional pricing on Category I services.  In Resolution T-15552, adopted on June 8, 1994, we authorized Pacific to apply a discount to the non-recurring charges for the installation of additional residential access lines.  Later we approved Pacific’s request to waive non-recurring charges for switched access rearrangements on Pacific’s Education First Program.  Common to these requests was the fact that they were all approved by Commission resolution following a review and evaluation of the requests by the Commission staff.  The offer by Roseville in Advice Letter 423 is similar to the promotional discounts we approved in the past.





The particular services in Advice Letter No. 423 were recategorized in D.96-03-020 from Category I (monopoly services) to Category II (partially competitive services).  In the same decision, the Commission established that the Local Exchange Carriers (LECs) would be permitted to implement pricing flexibility for tariffed Category II services once relevant price floors are established.  The Commission’s withholding of pricing flexibility for recategorized services of the LECs in D.96-03-020 is consistent with its IRD decision where it applied the same principle to the Category II services.  (D.94-09-065, p. 284)  In neither decision did the Commission intend to eliminate the LECs’ authority to conduct promotional offers.  In fact, it was after the IRD decision was adopted, on January 24, 1995, that the Commission granted Pacific a provisional authority for promotional pricing and later, on December 6, 1995, made the authority permanent.  This authority is in full force today as it was prior to the issuance of D.96-03-020, and applies equally to Roseville, as a NRF utility.





Contrary to CCTA’s arguments, in D.96-03-020 the Commission further relaxed LEC pricing flexibility rather than limiting it concluding “that the presence of CLCs poised to enter the [telecommunications] market already creates sufficient basis to provide some additional regulatory flexibility to the LECs immediately in certain respects.”  (D.96-03-020, p. 47)  In doing so, the Commission converted the classification of most of the local exchange services from Category I into Category II declaring these services fit the more realistic definition of “partially competitive services for which the local exchange carrier retains significant (though perhaps declining) market power.” (D.96-03-020, p. 53) The reclassification was intended to enhance competition not prohibit it.  The Commission also did not intend a blanket prohibition against all forms of pricing flexibility until price-floors are established.  It stated that “[w]e do not believe it is necessary to prohibit any LEC pricing flexibility until service-wide price floors are established in OANAD in those local exchanges where such competition develops.” (D.96-03-020, p. 57)





However, the Commission tempered its relaxed regulation by temporarily limiting the benefits of Category II classification by establishing that before the LECs can exercise pricing flexibility for these newly recategorized services price floors must be established by the Commission.  These conditions are not new conditions for Category II services.  In the IRD decision the Commission established identical requirements when it moved certain Category I services to Category II classification.  But in neither case was the interim prohibition against pricing flexibility intended to foreclose promotional pricing authority and other forms of competitive pricing schemes such as customer-specific contracts for these services.





CCTA’s argument would lead us to the incorrect conclusion that the authority granted to Roseville by Resolution T-15955 and to Pacific by Resolutions T-15613 and T-15819 to offer promotional discounts have been eliminated by D.96-03-020.  CCTA does not provide any support to show that Roseville’s and Pacific’s promotional pricing authority has been rescinded, eliminated or superseded.  As stated above the resolutions that granted Roseville and Pacific permanent promotional authority are still in effect.  





Furthermore, we find no good public policy stemming from prohibiting Roseville from exercising its promotional pricing authority.  From consumers’ perspective, the offer made by Roseville is desirable and timely.  It demonstrates Roseville’s response to competitive offers ultimately benefiting consumers.  Consumers should not be deprived of competitively priced services while work progresses on the OANAD.  CCTA’s arguments imply that the competitive conditions of the telecommunications market is worse than they were prior to the opening of this market for competition, a situation that is not supported by the reality of the market today.





Roseville was authorized for a NRF effective December 20, 1996, which was subsequent to the Commission’s approval of Resolution T-15955.





Although no post-NRF Commission resolution or decision ever granted Roseville’s request for authority to make promotional offerings of basic exchange services, nevertheless, Roseville’s Advice Letter 398, which requested promotional pricing for the installation of a second access line, was approved by the Telecommunications Division.  This promotion was effective September 1, 1997, a date which occurred after Roseville’s authorization as a NRF-regulated utility. No party had protested the advice letter, and AL 398 was allowed to become effective upon 5 days notice without a Commission resolution or decision.   








311 MAILING OF DRAFT ALTERNATE RESOLUTION 





The draft alternate resolution of the Telecommunications Division in this matter was mailed to the parties in accordance with PU Code Section 311 (g).  Roseville and CCTA both filed comments on May 19, 1999.  





DISPOSITION OF COMMENTS/REVISIONS TO DRAFT RESOLUTION





Roseville’s Comments





Roseville states that, had the Commission intended for its NRF decisions to discontinue  promotional offerings, it could have explicitly addressed that issue.  The Commission did not.  Roseville notes that CCTA offered no proof in its comments on the original draft resolution, that the Commission’s grant of promotional authority to Roseville had been rescinded, eliminated, or superseded.  





Roseville believes that the Draft Alternate Resolution is consistent with the Commission’s pro-competitive regulatory approach, and benefits customers.  Roseville urges the Commission to adopt the Draft Alternate Resolution.





CCTA’s Comments





CCTA reiterates arguments made in its protest; but correctly states that the Draft Alternate Resolution contends that the limitations on pricing flexibility for the recategorized services are not applicable to Roseville’s second line promotion.  The fact that we never rescinded Roseville’s promotional pricing authority is a consequence of our policy decisions.  Our continuation of Roseville’s promotional pricing authority after D.96-03-020 is evidence of our policy that D.96-03-020’s price floor requirements shall not apply to promotional pricing in the case of Roseville.





CCTA further argues that the Draft Alternate Resolution fails to acknowledge that promotions are subject to the Commission’s imputation requirements.  We concur with CCTA’s assertion that promotions are subject to the Commission’s imputation requirements, however, we can find no basis for CCTA’s assertion that Roseville’s provision of multiple access lines are priced below cost.








FINDINGS





Roseville filed Advice Letter No. 423 to promotionally price certain re-categorized Category II services.�


In exchange for its ability to make competitive responses, the NRF-utility is required to establish price floors for the services for which it wishes to exercise pricing flexibility.�


The Commission approved Roseville’s Advice Letter 398, which requested promotional pricing for the installation a second access line.





The recategorized Category II services in Advice Letter No. 423 can be provisionally priced for promotional purposes. 





Approval of Roseville’s Advice Letter No. 423 would not violate the pricing flexibility rules created in D.89-10-031, D.94-09-065 and D.96-03-020.�


By Resolution T-15955, the Commission granted Roseville authority to waive non-recurring charges for second access lines during a promotion.








THEREFORE, IT IS ORDERED that:





Advice Letter No. 423 of Roseville Telephone Company is approved subject to Roseville Telephone Company filing a supplemental advice letter to revise the effective date of its promotion.





Roseville Telephone Company’s Advice Letter No. 423, as supplemented by the advice letter required by Ordering Paragraph No. 1 above, shall become effective on not less than five days notice.





Advice Letter No. 423 and supplement of Roseville Telephone Company and all accompanying tariff sheets shall be marked to show that they were authorized by California Public Utilities Commission Resolution No. 16276 and its effective date.  





This Resolution is effective today.





I hereby certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on July 22,  1999.  The following Commissioners approved it:
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 WESLEY M. FRANKLIN


         Executive Director
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