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The Office of Ratepayer Advocates (ORA) submits its protest to the application of Pacific Bell (Pacific) for a third triennial New Regulatory Framework (NRF) review.  The focus of Pacific’s application is on issues Pacific believes it needs resolved in order to remain competitive.  The Commission should expand the scope of this review to include consumer issues in any Phase I.  The Commission should give service quality review high priority and immediately should authorize the audit ordered in D.94-06-011, as ORA proposed to the Executive Director on August 6, 1996 in ORA’s revised audit plan.


INTRODUCTION


On February 2, 1998, Pacific filed Application 98-02-003 requesting a third triennial review of its incentive-based regulatory framework.  In the Application, Pacific proposes a two-phase approach.  In the first phase, Pacific asks the Commission to expeditiously consider eliminating the remaining vestiges of earnings/rate of return regulation.  Pacific proposes that a second phase be conducted to handle pricing flexibility and other issues.


Pacific states that the Commission has clearly articulated its goal for telecommunications—open all markets and by so doing provide customers with greater choice, more competition, and far greater reliance on market-based solutions.  Pacific further states that the regulatory structure applicable to Pacific and economic incentives which form the basis for that structure must be aligned with current and, to the extent they can be foreseen, future market conditions. (Pacific’s Application, p. 4.)  Pacific reasons that the telecommunications environment demonstrates past and continuing change in almost every aspect of the industry.  Hence, Pacific asserts that it should be able to compete freely in the competitive marketplace and must be provided the right incentives to modernize its infrastructure and undertake innovative service and process actions.  (Dr. Harris’ comments, p.24)  Therefore, Pacific recommends that the Commission act now to eliminate for Pacific the remaining vestiges of rate of return regulation, and, to the extent the Commission concludes safeguards are necessary, pricing safeguards should be utilized.  (Pacific’s Application, p. 4)


In D.96-05-036, the Commission ordered that the issues of sharing, Z factors and NRF monitoring requirements would be addressed in the 1998 triennial NRF review or, if Commission resources allowed, in 1997.  (D.96-05-036, OP 1)  In D.97-12-079, the Commission ordered GTE California Inc. (GTEC) and Pacific to address the simplest possible method for ensuring recovery of post-retirement benefits other than pensions (PBOP) in Z-factor filings in their scheduled 1998 triennial NRF review.  In Resolutions T-16102 (Pacific’s Price Cap) and T-16103 (GTEC’s Price Cap), the Commission stated that the Administrative Law Judge Division should include two issues relating to GDPP-I in the next NRF review—which version should be used and the source from which the index could readily be obtained.�


PROTEST


NRF reform should follow outcomes in the proceedings which address impediments to the development of viable local competition.  However, if the Commission immediately proceeds with Pacific’s NRF review, the review should be expanded to include consumer issues, including service quality concerns and the audit ordered in D.94-06-011.  The review should not be phased.  The Commission also should examine Pacific’s proposals carefully, especially in light of the few competitive options afforded to residential and small business customers.


The NRF Reform Requested By Pacific Is Inappropriate Before There Is Viable Local Competition


Resolution of the proceedings which will remove impediments to viable local competition must precede any NRF reform for Pacific.  True competition has not resulted from the authorization of interim wholesale discounts for the resale of Pacific’s and GTEC’s local services.  The three largest interexchange carriers, AT&T Communications of California, Inc. (AT&T), MCI Telecommunications Corp. (MCI) and Sprint Communications Co. L.P. (Sprint), all have stopped marketing their resale offerings.  The next hope for viable local competition is the unbundled network element (UNE) platform.  The OANAD phases of costing and pricing UNEs and of Operations Support Systems (OSS) (pre-ordering, ordering, provisioning, billing and collection, maintenance and repair) have been delayed.  The voluntary interconnection agreements or arbitration decisions under which competition has been operating all have deferred to OANAD for resetting prices for competitive offerings.  Until these OANAD proceedings are resolved, it is unlikely that there will be anything more than the very limited competition, and the minuscule loss of Pacific’s market share, that now exists.  As a result, it is premature to remove the NRF safeguards.�


ORA’s position on modifications to Pacific’s NRF has not changed since the second triennial review.  In that review, ORA stated that the Commission should consider changes to the price cap mechanism in the context of an emerging competitive market.  (The Division of Ratepayer Advocates’ (ORA’s predecessor) July 10, 1995 Response in Opposition to Pacific Bell’s Emergency Petition for Modification of OII 95-05-047 to Facilitate an Expeditious Review of the NRF Structure, p. 3)  ORA did not specify what aspects of the price cap mechanism should be modified as market conditions changed, but ORA testified that the price cap mechanism should not be eliminated until there was effective local competition.  (DRA’s September 8, 1995 Report on the 1995 New Regulatory Framework Review, Phase I, Exhibit 58, pp. ii-iv)  In D.95-12-052, the Commission concluded that it was inappropriate to eliminate price cap regulation until there was effective local competition.  (D.95-12-052, mimeo, p. 90)


The February 24, 1998 full panel hearing on local competition issues has affirmed that market conditions are confused and/or unknown and that many ingredients necessary to effective competition are missing.  At the full panel hearing, many CLCs expressed their frustration in not being able to move into the local exchange market as swiftly as they desired.  They described entry barriers such as ILECs’ inadequate OSS, insufficient physical collocation, or lack of competitive neutrality in assigning telephone numbers.�  The CLCs also raised costing issues which, in their opinion, inhibit their market development.  The Commission has included most of these issues in various proceedings and hopes to address them in 1998.  Until these entry barrier issues are fully resolved, the market will not change drastically enough to allow competition to reach and benefit a broader spectrum of consumers.


Therefore, a review of Pacific’s NRF is untimely and has the potential to direct resources away from the proceedings targeted to removing impediments to the development of local competition.  Pacific also is requesting a review when its parent, SBC Communications Inc. (SBC), indicates that its strong 1997 performance is due to growth in its core business and the success of the merger with Pacific Telesis Group.  SBC reports a 22% increase in net income from 1996 to 1997 (based on its fourth quarter results).�  Furthermore, Value Line, in its January 9, 1998 edition, reported on SBC’s financial performance, which includes an 18% return on total capital.  There is no indication that NRF is harming Pacific financially.


Slowly Evolving Competition For Residential And Small Business Customers Necessitates Continuing Regulatory Oversight of Dominant Carriers.


The Commission needs to continue to regulate dominant carriers in markets where there are few competitive choices.  The Commission planned to open all intrastate telecommunications markets to provide customers with greater choice and more competition.  According to Pacific, (Dennis Evans’ comments, pp. 1, 2), the Commission has undertaken various steps trying to accomplish these objectives.


However, the Commission recently acknowledged that competition appears to have developed more slowly than expected.  An Assigned Commissioner Ruling (ACR), dated Feb. 5, 1998, issued to request a full panel hearing to assess the development of competition in the local exchange market and to discuss entry barrier issues.  The ACR echoed a concern that has been recently and frequently raised in the market place, which is “when will residential and small-business consumers of local telecommunications services reap the reward of competition?”  In the ACR, Commissioner Conlon stated:


“Yet, I like most Californians, do not have a choice of carrier of my local service.”


Pacific ostensibly believes that competition should flow to all consumers. Dr. Harris stated:


“The full benefits of competition can flow to all consumers, not just to some.”  (Dr. Harris’ comments, p.1, emphasis added.)


However, what little competition there is, and what near-term competition is anticipated, will not flow to small business and residential customers.  Therefore, the Commission should review the terms of Pacific’s request cautiously.


ORA concurs with Pacific that regulation must evolve as the  regulatory/competitive landscape changes.  Given that the competitive landscape appears uneven, the Commission should leave in place NRF mechanisms which protect small business and residential customers.


When California underwent its electric restructuring, the Commission and the legislature requested an immediate rate reduction (beginning in 1998) for those customers once the market was open to competition.  The Commission and the legislature have chosen to pay special attention to the interests of residential and small business customers, because they recognized that these customers are less likely to benefit from a competitive market in the short term.


The Commission still must protect those telecommunications ratepayers who do not have competitive choices and who may not be able to enjoy the benefits of competition for some considerable time.  The Commission should be interested in NRF designs that can protect these customers whose service options still are dominated by Pacific.  When cost plus regulation was imposed on the utilities, the intention was to protect ratepayers from the utilities’ potential capability of reaping “monopoly profit”.  Later on, NRF substituted for cost plus regulation by providing more flexibility for the utilities to make them more efficient.  The Commission has included sharing in NRF to ensure ratepayers receive a portion of the benefits expected to accrue from incentive regulation and as a safety net for the ratepayers in case the price (either due to productivity or other factors) is wrong.  Before the market is effectively competitive, the existing NRF safety net may still be necessary so that the monopoly provider is not again afforded the opportunity to reap monopoly profit.  To maintain sharing for services facing less competition may be one way to ensure that those customers are not foreclosed from receiving competitive benefits before the market is fully developed.


The Commission should not act in haste to eliminate rate of return regulation as Pacific requests.  The Commission should allow parties to evaluate the current NRF rate of return attributes to determine if they continue to be necessary for certain types of services, or to present alternatives to protect Pacific’s captive customers.  The Commission has no precedent for moving completely away from rate of return regulation for dominant carriers.  The Commission did not relieve AT&T from rate of return regulation until 1997, when it concluded that AT&T was nondominant.  (See D.97-08-060)


Moreover, any proposal to eliminate earnings ceilings and floors should be weighed in the context of the LECs’ continuing ability to bring franchise impact claims before the Commission.  ORA’s position is that any franchise impact claim must be evaluated in the context of NRF.  The Commission specifically adopted an earnings floor to provide a measure of protection for shareholders in the event the indexing mechanism seriously underestimates revenues needed to provide earnings levels reasonably close to the market-based rate of return.  If a LEC’s earnings fall below the established earnings floor for two years in a row, the Commission provides the NRF utility with the opportunity to petition for reconsideration of the adopted inflation and productivity factors.  ORA has concluded that this regulatory protection enhances the opportunity for LECs to provide their shareholders with a fair return on their utility investment and obviates the need for protracted franchise impact reviews.  (Exhibit 142, R.95-04-043/I.95-04-044), pp. 3-6, 3-7)


In this application, Pacific has requested to place a few services from the current Category II (basic residential access services) into a new Category II, and proposes capping these rates at the current level for at least the next three years.  (Dennis W. Evans’ comments, p. 7 & p. 20.)  The remaining services in the existing Category II will be moved to a new Category III.  Pacific has not explained why it chose these services to be included in a totally separate category.  Currently, Category I services consist mostly of monopoly wholesale services.  While Pacific is still a dominant carrier, it may be appropriate to have a separate category that consists of monopoly retail services.


The Commission Should Not Adopt Pacific’s Z-Factor Proposal


ORA does not object to simplifying the Z-factor process.  Z factors have been contentious and have led to impasses in decision-making at the Commission.  Z factors also are contrary to the Commission’s policy of identifying specific surcharge/surcredit items in the interest of full disclosure to the consumer.  (See D.96-10-066, mimeo, p. 192)


Pacific proposes to modify Z factor criteria to limit future Z-factor adjustments to exogenous cost changes resulting from (1) the cash flow impacts of jurisdictional cost shifts and (2) Commission or government mandated expenditures to simplify the Z-factor process.  In addition, under this proposal, Pacific would still implement any existing Commission-ordered Z-factor adjustments that would be implemented in 1999 or thereafter, such as the merger refunds and the last step-down for the $200-$500 expense limit change.


ORA does not have enough information to know whether it will object to or agree with Pacific’s first proposal, that the Commission adjust for the cash flow impacts of jurisdictional cost shifts.  However, ORA certainly could not agree to a long-term continuing Z-factor adjustment for jurisdictional cost shifts.  ORA does not believe that Commission or government-mandated expenditures should be included in Z-factor adjustments.  Moreover, the Commission should not eliminate ratepayer protections under NRF while continuing Z-factor recovery for Pacific without assessing the impact on rates.


Furthermore, ORA agrees with Pacific that any Z-factor adjustments that already have been ordered by the Commission for implementation in 1999 or thereafter should still be implemented.  However, ORA believes that those Z-factor issues still pending Commission resolution, such as Uniform System of Accounts Rewrite (USOAR) and PBOP, should still be reflected as Z factor adjustments, even if the Commission adopts Pacific’s proposal to limit future adjustments.


Pacific has failed to address the simplest possible method for ensuring recovery of PBOP in Z-factor filings, as ordered by the Commission in D.97-12-079.  It should do so as part of its showing in this proceeding.


ORA Does Not Object to Pacific’s Proposal to Eliminate Regulation of Depreciation Rates and Expenses


ORA does not object to Pacific’s proposal to eliminate regulation of depreciation rates and expenses.  Pacific considers regulation of depreciation rates and expenses to be linked to rate of return regulation.  In its proposal, Pacific recommends eliminating depreciation rate and expense regulation.  Pacific argues that, with rapid technological change, new capital investment is riskier for Pacific, and this new investment would be obsolete before it has been fully recovered.  Pacific alleges that the Commission is attempting to regulate its rate base through depreciation rates.  Pacific believes that such regulation of depreciation rates by the Commission decreases incentives for the introduction of new technology, leading to a technologically obsolete infrastructure.


Pacific states that its competitors are free to depreciate their investment in a manner which reflects market conditions, while Pacific cannot.  Pacific claims this deprives its customers of a variety of services, and leaves them with higher prices for the services offered.  Moreover, Pacific claims that new entrants can employ the latest technology and depreciate assets used to offer services at true economic lives, while Pacific’s use of regulated depreciation rates results in a huge unamortized investment in obsolete technologies.  Pacific believes that it should be allowed to use economic depreciation rates determined by Pacific, based on market conditions.


In prior proceedings in which infrastructure investment was an issue, ORA has demonstrated that Pacific’s infrastructure investments have dwindled. Accordingly, Pacific’s decision in the early 1990’s to invest in infrastructure only in response to customer growth resulted in a significant delay in meeting the explosive growth which occurred in the latter part of 1995 and in 1996.  ORA supports Pacific’s request to eliminate regulation of depreciation rates in the hope that such an action on the part of the Commission will spur Pacific to increase its infrastructure investments.  The Commission should verify through monitoring whether that result has been achieved.


Although ORA does not object to Pacific’s proposal, ORA strongly disagrees with Pacific’s implicit allegation that the Commission’s decision to regulate depreciation rates is the cause of lower depreciation rates for Pacific.  Pacific’s own decision not to request lower depreciation lives until the Commission decides the alleged stranded investment issue is the main reason for lower depreciation rates.  This Commission, acting on GTEC’s request and ORA’s recommendation, has authorized depreciation rates for GTEC which are economic, or very close to it.


The Commission Must Address Consumer Issues in This NRF


The Commission must address consumer issues early in this NRF, and in Phase I if that occurs, since no comprehensive analysis of consumer issues has been done since the second triennial review, which concluded in 1994.  The Commission should examine Pacific’s service quality and immediately should authorize the audit ordered in D.94-06-011, as modified by D.96-05-036.


Service Quality


The Commission should examine end user service quality.  In D.94-06-011, the Commission required several public participation hearings be held throughout the state in order to provide a forum for the customer perspective on service quality.  (D.94-06-011, mimeo, p. 120)  In addition to those public participation hearings, ORA wants to review, as part of this NRF, Pacific’s service quality performance and compliance with existing requirements.  ORA also wants to consider further enhancements to those requirements for Pacific, including penalties for failing to meet objectives, while evaluating problem areas.


ORA strongly believes that the NRF changes which should be made are those which assure customers of improved service quality.  This Commission has traditionally given high priority to service quality issues.  In the first NRF review, the Commission evaluated Pacific’s service quality.  Service quality was a major issue raised by ORA in Pacific Telesis Group’s merger with SBC.  Although the Commission was impressed with ORA’s showing, it decided the merger was not the proceeding to deal with that issue.  (D.97-03-067, mimeo, p. 75)  The Commission, in its 1993 report to the governor, also emphasized the need for service quality by suggesting the creation of an industry forum to establish minimum service quality standards�, among other measures.  The November 13, 1997 Martinez hearing on Pacific’s service quality found that it was deteriorating.  Finally, Fortune Magazine’s recent survey of customer satisfaction found that Pacific’s (and SBC’s) customers are less satisfied than they used to be.�


Pacific states in its application that strict regulation of earnings, prices, services, and service quality need to change in the transition from monopoly to complete deregulation.  Pacific claims that to do otherwise, i.e., not making these changes, distorts the evaluation of competition, inhibits Pacific’s ability to operate, and makes customers worse off.  ORA does not believe that Pacific’s service quality record, during its continuing dominance as a local provider, justifies relaxed service quality oversight by this Commission.


This proceeding is the proper forum for reviewing service quality issues specific to Pacific.  ORA is aware of Pacific’s position that service quality issues should be considered in a generic proceeding, since service quality is a common issue for all telecommunications service providers.  However, establishing or modifying generic standards for all providers is a different issue than examining the performance of a specific company.  ORA believes that Pacific’s past record of not meeting existing service standards for its end users is an issue which must be considered along with any changes made in the current price cap regulation.


ORA recommends that the Commission consider Pacific’s performance in several areas: trouble report service answering time, business office answering time, clearing trouble reports and installation of new service in a timely manner.  ORA found in its September 1996 report in A.96-04-038 that Pacific’s performance in those areas was substandard.  ORA recommended in that report that Pacific adhere to more stringent performance requirements in those areas and that Pacific comply with a service quality assurance mechanism, as has been required for other companies, including GTEC.  ORA also recommended a fine for failing to meet service quality standards.  All of those issues, plus any others that may have developed since the completion of that report, should be considered in this NRF review.


Audit


The Commission ordered an audit in D.94-06-011, as modified by D.96-05-036, at the conclusion of the first triennial review.  ORA submitted its revised audit plan on August 6, 1996 to the Executive Director, pursuant to D.96-05-036.  The Commission should approve the audit plan immediately, so that the audit can be evaluated in this review.  Even if the audit plan were promptly approved, ORA could not complete the audit before the end of 1998.  This unanticipated delay in the completion of the audit, which was beyond ORA’s control, is another reason to defer consideration, or at the very least the implementation, of Pacific’s proposed NRF reforms.


Pacific offers two charts on its net income and rate of return before and during NRF.  (Pacific’s application, Attachment A, “Comments of Dennis W. Evans,”)  The first chart shows a pre-NRF 7.2% annual growth in net income and a negative 2.0% growth during the relevant NRF years.  (Attachment 1, Pacific Bell Net Income (Normalized))  The second chart shows a 10.62% ROR in 1984, increasing to 13.54% in 1988, all pre-NRF years.  (Attachment 2, Pacific Bell NRF Rate of Return (ROR))  On the other hand, the same chart shows a 12.22% ROR in 1990, and a 7.04% ROR in 1997.  These charts also demonstrate a decline in net income and ROR between 1996 and 1997, after the acquisition of Pacific Telesis Group by SBC.


Pacific’s purpose in offering these charts is to show that it has not reached the sharing threshold during the NRF years.  However, ORA interprets the significance of these two charts differently.  ORA believes they demonstrate the need for a detailed audit of Pacific’s books, in order to determine the underlying causes of these changes in ROR and net income.  It is important to determine whether the NRF mechanism, or decisions and actions by Pacific’s management, or some combination of the two, are the cause of these changes.


The decline in net income and ROR between 1996 and 1997 also raises the concern of increased post-merger costs.  The Attorney General, in its opinion on the competitive effects of the PTG/SBC merger, urged the Commission to carefully scrutinize requested adjustments to the price cap formula, especially when the cause of unexpected cost increases is unclear.  (December 31, 1996 Opinion of the Attorney General, p. 27)  Before any adjustments are made to the price cap in this review, the Commission should audit any increase in corporate-generated costs.


Impact of NRF on Universal Service Goals


In its Phase II decision adopting an alternative regulatory framework for Pacific and GTEC (D.89-10-031), the Commission authorized close periodic as well as regular monitoring of these carriers’ performance, in order to ascertain the effectiveness and appropriateness of this new regulatory regime.  One of the Commission’s concerns at that time was the impact of the adopted framework on ratepayers, and the establishment of “meaningful measurement tools that [would] permit comparison of utility performance … to our regulatory goals.” (D.89-10-031, pp. 305-306.)  One of the main goals which the Commission identified was universal service, which includes the maintenance of affordable rates for basic service. (Id., p. 27.)  In line with this goal, the Commission mandated that its monitoring program should assess, among other things, public opinion surveys of subscribers and non-subscribers regarding telephone service affordability. (Id., p. 311)  Subsequently, it directed Pacific to conduct such a survey.  (D.91-07-056.)  In D.94-06-011, the Commission required Pacific to provide updated affordability studies on a triennial basis, with study results to coincide with each NRF Review, and to be provided to the Commission 90 days prior to Pacific’s filing date, in order to assess the impact of NRF on the Commission’s universal service goals.  Pacific completed and submitted its initial study to the Commission in 1993, and updated it in 1996 in order to capture the effects on affordability of the increase in basic rates ordered in the implementation rate design decision, D.94-09-065.  ORA is unaware of any Pacific plan to do the next triennial update.


Pacific does not address affordability in its application.  ORA reserves the option to address any universal service concerns raised by a review of the 1993 study and the 1996 update in this review.  The timing and focus of future updates, including the responsibility for ensuring that they are completed, also should be considered.


ORA Opposes Phasing Pacific’s NRF Review


ORA does not believe a phased NRF review adequately can address the issues proposed by Pacific.  Phase I and Phase II issues are not so easily severed.  In addition, ORA does not want a repeat of the second triennial review’s focus on company-specific, rather than consumer-specific, issues.  Finally, phasing would not comply with the SB 960 deadline for completion of proceedings within 18 months and would not entirely resolving resource constraints.


Pacific is well aware of the resource constraint issues faced by the Commission and all the parties:


“While it is critical that the current framework be modified to reflect the changes in the California telecommunications market, we recognize that Commission resources are scarce.”   (Pacific’s Application, p.2.)


Pacific’s solution to the resource scarcity issue is to design a phased approach with the first phase to address policy-related issues while a second phase or a separate proceeding will address pricing flexibility and other issues.  (Id.)  ORA reviewed Pacific’s general proposal and is not convinced that the proceeding can be phased to conserve resources as Pacific has claimed.  ORA believes that there are potential difficulties separating the issues surrounding the two phases as designed by Pacific.


Making decisions on Phase I issues may prejudge the outcome of Phase II issues.  Pacific’s proposed first phase would eliminate earnings/rate of return regulation.  The second phase would handle pricing flexibility and other issues.  ORA does not believe that phasing will permit the flexibility to examine what regulation should be in place for Pacific in differing competitive environments unless implementation of the issues resolved in the first phase is delayed until the Commission has examined other related issues, including the audit.  Further, some policy decisions may be dependent on different types of proposals presented in the second phase.  For example, should the issue of whether there are three categories or four categories of services be in Phase I or Phase II?  There is no clear answer in Pacific’s filing.  Pacific proposes to develop a separate service category to cover only basic residential access rates in Phase I.�  However, categorizing services is directly linked to pricing flexibility issues, which Pacific proposes to defer to Phase II.�


This Proceeding Should Be Categorized As Ratesetting


ORA requests that this proceeding be categorized as ratesetting.  Pacific requests that this proceeding be designated quasi-legislative.  By its own terms, the quasi-legislative designation cannot apply to this third triennial review application.  Quasi-legislative proceedings:


establish policies or rules . . . affecting a class of regulated entities, including those proceedings in which the Commission investigates rates or practices for an entire regulated industry or class of entities within the industry.  (Rule 5(d))


In this application, Pacific seeks to alter the NRF rules for itself alone.  The Commission has not initiated an examination of NRF policies and practices for all NRF utilities.  Therefore, this proceeding is not quasi-legislative.


By contrast, this application does fit squarely within the definition of ratesetting.  Ratesetting proceedings are those:


in which the Commission sets or investigates rates for a specifically named utility (or utilities), or establishes a mechanism that in turn sets the rates for a specifically named utility (or utilities).  (Rule 5(c)) (emphasis added)


In this proceeding, the NRF mechanism, which sets the rates for Pacific, is being reviewed.  Therefore, the proceeding is ratesetting.


ORA Requests Hearings on Contested Issues


ORA requests hearings on disputed issues in this proceeding and requests that the Commission hold a prehearing conference under Rule 6.2 of the Commission’s Rules of Practice and Procedure.  ORA also requests that parties be afforded the opportunity to submit prehearing conference statements.  Although ORA believes there are some issues which the Commission can resolve through comments, other issues in this proceeding will require narrowly focused hearings.  There are factual issues which are in dispute.  Issues relating to service quality, the extent of existing competition for Pacific, the appropriate rate of return for Pacific in a continued sharing environment for services facing less competition, and the impact of eliminating ceilings and floors on franchise impact claims all will require hearings to resolve.  If Phases I and II are consolidated, additional issues may require hearings.


ORA Believes the Proposed Schedule Is Too Ambitious If All Consumer Issues Are Included


Pacific’s proposed schedule is based on its phased approach and only includes Pacific’s “pure price cap” issue.  ORA’s proposal, if adopted, to include consumer issues, to have one phase and to have focused hearings on contested issues will require changes in that schedule.  In addition, ORA and other parties have submitted responses and comments concerning GTEC’s motion to delay its NRF until 1999.  It is uncertain at this time whether GTEC will be included in this NRF, but if included, GTEC requests additional time to prepare its testimony.  Due to all of these uncertainties, ORA requests that parties be afforded the opportunity to comment on a proposed schedule in prehearing conference statements.  If only ORA’s request for consumer issues and for limited hearings is granted, ORA would modify Pacific’s proposed schedule to permit opening and reply testimony in mid- and late August.


CONCLUSION


The Commission should expand the scope of the review to include service quality and other consumer issues, as identified by ORA, and should categorize this proceeding as ratesetting.
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� In contrast to D.97-12-079, these resolutions state that PBOP should be considered in the forum OII.


� At the recent full panel hearing in R.95-04-043/I.95-04-044 on the slow pace of development of local competition, Commissioner Knight asked several parties if the Commission should delay addressing Pacific’s NRF proposal until the Commission more fully addressed local competition implementation issues, such as OSS parity, OANAD costing, etc.  ORA, the Utility Reform Network (TURN), California Cable Television Association (CCTA), MCI and AT&T all agreed that the Commission should use its constrained resources to complete or address the more urgent local competition proceedings.


� See NEXTLINK California’s’ response, Brooks Fiber Communications’ comments, Teleport Communications Group’s response, Sprint Communications’ comments to ACR, Feb. 5, 1998.


� SBC News Release, January 28, 1998, retrieved from www.sbc.com/News.


� CPUC 1993 Report to the Governor, page 49.


� March 3, 1998 San Francisco Chronicle, C3.


� Dennis W. Evans’ comments, p.7, 1st bullet point.


� Dennis W. Evans’ comments, p.7, 5th bullet point.
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