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RESPONSE of the Office Of Ratepayer Advocates

TO the motion of joint applicants for interim relief

I. INTRODUCTION

 
Pursuant to the schedule established by the August 23, 2001, Assigned Administrative Law Judge’s Ruling (Ruling), the Office of Ratepayer Advocates (ORA) submits this Response to the Motion of Joint Applicants for Interim Relief filed by AT&T Communications of California and WorldCom, Inc.  (Joint Applicants) with the California Public Utilities Commission (CPUC or the Commission).  The Joint Applicants request that the Commission adopt interim unbundled network element (UNE) prices for switching to be set at either of the two rates SBC (Pacific Bell’s corporate parent) proposed in Illinois, and that a loop cost of $7.51 (resulting from the application of the latest version of the Joint Applicant’s HAI Model 5.2a and of the Synthesis Model), be adopted on an interim basis.  Joint Applicants propose that these rates remain in effect until the Commission establishes “permanent” rates in this proceeding.  The Joint Applicants further request that the interim rates be subject to “true-down” but not “true-up”.
II. THE REQUESTED RELIEF 

A.
Much of the requested relief is reasonable and should be granted.

The Joint Applicants submitted documentation in support of their Motion which substantiates their contention that Pacific Bell’s (Pacific) current loop and switching UNE rates are much higher than Pacific’s current costs.  ORA has reviewed the supporting documentation and concurs with the Joint Applicants findings that the rates are not compliant with the Total Element Long-Run Incremental Cost (TELRIC) approach.  Thus, Pacific’s UNE rates are not in compliance with the cost-based requirements of the Telecommunications Act of 1996 (the Act) and the applicable Orders of the Federal Communications Commission (FCC).   

ORA previously supported granting interim relief in the form of a 20% reduction in the UNE rates.
  Though the Commission previously denied this request, the additional evidence submitted since then, in the Joint Applicant’s Motion, in the August 9th workshops conducted in this proceeding, and in the Section 271 dockets clearly demonstrate the pressing need for interim rate relief.  The rates proposed by the Joint Applicants are reasonable, and are based upon either SBC’s own proposed switching rates in other states, or upon the outputs of widely accepted models used in other states.  The Commission’s disinclination to adopt a broad-brush approach like the proposed 20% rate reduction should not affect its separate consideration of these proposed UNE rates, because these are cost-based rates.     

B. Interim rates subject to “true-down” but not “true-up”.

On allegations of Rule 1 violations the Joint Applicants request sanctions in the form of interim relief that is subject to “true-down” but not “true-up.”
  ORA does not take issue with the Joint Applicants’ allegation of Rule 1 violations and does not contest the propriety of sanctions where the Commission finds such violations.  However, the remedy proposed seems both unusual and not altogether appropriate.  

With this sanction, the Joint Parities would get an interim rate that cannot increase, regardless of market developments, analytical errors, or other forces outside SBC-Pacific’s control.  On its face, such a sanction would seem to be a bad business practice and an inappropriate sanction:  SBC-Pacific will not be able to assess the actual cost of the sanction until well into the future; the sanction is not proportional to, and therefore not dissuasive of any specific behavior by SBC-Pacific; and the nexus between harm by SBC-Pacific’s actions and any benefits associated with the sanction is tenuous at best (especially where ratepayers are concerned).  Equity requires that the Commission either adopt a true-up mechanism that works in both directions, or declare that no true-up will be performed.  Accordingly, ORA does not support the Joint applicants request that interim relief be subject to “true–down” only.

III. CONCLUSION

The Commission should adopt the Joint Applicant’s proposed interim rates for the loop and switching UNEs.  Adoption of these rates on an interim basis will facilitate competitive market entry by competitive local exchange carriers, such as the Joint 

Applicants, and help to bring about a meaningful choice of telecommunications service 

providers for California consumers.  The Commission should not adopt the Joint Applicant's “true-down” only proposal. 

Respectfully submitted,

Darwin E. Farrar

Attorney for the Office of Ratepayer Advocates

California Public Utilities Commission

505 Van Ness Avenue

San Francisco, CA  94102

Phone: (415) 703-1599

September 4, 2001
                                     Fax: (415) 703-2262
� See Comments of the Office of Ratepayer Advocates on the annual cost re-examination of unbundled network elements pursuant to the March 28th, 2001 Administrative Law Judge Duda’s ruling pg9.


�  Motion of the Joint Applicants, page 14.
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