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REPLY COMMENTS 

Of The Office Of Ratepayer Advocates ON THE PROPOSED DECISION OF ADMINISTRATIVE LAW JUDGE GALVIN

Pursuant to Rule 77.5 of the California Public Utilities Commission Rules of Practice and Procedure, the Office of Ratepayer Advocates (ORA) files these Reply Comments on the Proposed Decision (PD) of Administrative Law Judge (ALJ) Galvin in the above-referenced proceeding.

I. INTRODUCTION AND RECOMMENDATION

On September 7, 1999, Pacific Bell (Pacific) filed Comments on the PD of ALJ Galvin.  Pacific’s Comments include factual and legal errors.  Contrary to Pacific’s assertions, directory assistance (DA) remains a non-competitive service, which requires regulation to prevent monopoly abuse.  Further, Pacific’s representations do not comply with the legal showing necessary to increase rates.   ORA recommends that the Commission reject the suggestions made in Pacific’s Comments.  As explained in ORA’s Comments on the PD, the Commission should issue an alternate decision which retains the residential and business DA call allowances currently in Pacific’s tariffs and authorizes Pacific to increase the price ceiling for DA, if at all, to no more than $0.35.

II.
PACIFIC RETAINS A STRANGLEHOLD ON THE MARKET FOR DIRECTORY ASSISTANCE IN ITS SERVICE TERRITORY
In its Comments, Pacific claims that a robust market for DA exists.  (See, Pacific’s Comments, pp. 1-2.)  This characterization does not find support in the evidentiary record of this proceeding.  To the contrary, the evidentiary record of this proceeding demonstrates that Pacific retains overwhelming control over the DA marketplace in its service territory.  

Any market comparisons concerning Pacific’s 4-1-1 service should be to the 4-1-1 services provided by other incumbent local exchange carriers (ILECs) in California. In view of this marketplace comparison, the PD’s proposed price ceiling of $0.50 is well above market, just as Pacific’s asserted costs are well above the costs of other ILECs to provide DA service. As demonstrated by the evidentiary record of this proceeding, the market for DA service in Pacific’s local exchange service territory is an effective monopoly.  For this reason, Pacific’s comments should be accorded no weight.

Pacific provides DA via the 4-1-1 dialing pattern directly to its local exchange customers, as it has since before the divestiture of AT&T’s national telecommunications network in 1984.  (See, Opening Brief of ORA, p. 8-9.)  Pacific’s customers cannot reach alternative DA providers via the 4-1-1 dialing pattern.  (See, Testimony of Pacific’s witness N.W. Cain, Reporter’s Transcript (RT) 464:28-465:3.)  Moreover, as of today, Pacific’s customers are not able to select alternative local exchange carriers.  (See e.g., Decision 98-12-069, mimeo., p. 202, Finding of Fact 23.)  These facts have permitted Pacific to maintain an effective monopoly for DA service.

Moreover, Pacific’s DA service is the sole source of timely and accurate listing information within Pacific’s local exchange service territory.  (See, Testimony of L.A. County’s witness Patricia D. Kravtin, Exhibit U pp. 15:1-16:12.) Other alternatives to dialing 4-1-1, including printed telephone directories or on-line electronic searches, do not provide the same level of accuracy, completeness or access as Pacific’s DA service. (Id. pp.21:7-27:16.)

Finally, Pacific claims that the PD sets a ceiling rate for its DA “well under market.” The market in question is the 4-1-1 DA market in California, where a rate of $0.50 would be well above the prices of other carriers throughout the state. Despite Pacific’s attempts to compare its DA service to the national directory listing services of inter-exchange carriers such as AT&T and MCI these services are not in the same market. These services are distinct from 4-1-1: they are reached via less familiar dialing patterns and they do not provide the same level of accuracy or completeness in providing listing information within Pacific’s local exchange service territory.  (Id. at pp. 17-18; see also, Testimony of Richard L. Scholl RT 753:10-12.)  While this Application was pending, Pacific applied for and received authority to provide a national directory listing service (NLS) via the 4-1-1 dialing pattern.  (See, Resolution T-16288 issued April 22, 1999, which deferred the issue of Pacific’s NLS costs to this proceeding.)
 Offering this service permits Pacific to compete in the national directory listing market, a market which is different than that of 4-1-1 DA service.

III.
PACIFIC’S REQUEST FOR A 46% MARK-UP FOR BUSY LINE VERIFICATION AND EMERGENCY INTERRUPT SERVICES REQUIRES THE COMMISSION TO EXAMINE PACIFIC’S DIRECTORY ASSISTANCE COST STUDY

In its Comments, Pacific asserts that prices for Busy Line Verification (BLV) and Emergency Interrupt (EI) services should include a mark-up of 46% from its TSLRIC costs to account for shared and common costs.  (See, Pacific’s Comments p. 3.)  This assertion did not appear in Pacific’s Application or submitted testimony.  In this proceeding, Pacific has provided no credible evidence that these services should receive a 46% cost mark-up.  (See, Reply Brief of TURN pp. 9-15.)  Pursuant to California Public Utilities Code §§ 454 and 1701.3(e), Pacific’s failure to make a showing that it should receive a 46% “mark-up” for these services demands that the Commission ignore Pacific’s comments.  Moreover, Category II pricing rules do not provide for a mark-up for shared and common costs. Consistent with NRF pricing rules, the price ceiling for a Category II service should only be adjusted above the price ceiling and not receive an additional mark-up. (See, ORA’s Comments p. 8.)

Pacific’s request for a shared and common cost mark-up, however, raises the question of whether Pacific’s DA cost study accounts for the costs it shares with other services, specifically NLS and Express Call Completion.  (See, Testimony of Pacific’s witness Judith A. Timmermans RT 728:24-732:27.)  Pacific uses common plant and personnel to provide 4-1-1 service and NLS. Pacific uses the same plant to provide DA service as it does to provide Express Call Completion. The use of common plant and personnel demand an accounting to determine their impact on the cost of providing a DA call. Had Pacific provided any TELRIC costs for Express Call Completion or NLS, the impact of these costs on DA services would have been clearer. 

Until such time as these matters are determined, the Commission should retain the current price for DA service as set forth in Pacific’s tariffs.  If the Commission concludes that Pacific is currently providing DA below cost, then the Commission should reopen the evidentiary record to address this issue.  Now that Pacific is offering NLS, the parties should be permitted to examine concrete data concerning the impact NLS has on the cost of provisioning DA service.

IV.
PACIFIC’S REQUEST FOR A DECISION EFFECTIVE IMMEDIATELY DOES NOT COMPORT WITH NRF PRICING RULES FOR APPROPRIATE NOTICE 
In its Comments, Pacific claims that Commission practice is to make decisions effective immediately.  (See, Pacific’s Comments pp. 3-4.)  Pacific cites no authority for this absurd assertion.  Commission decisions become effective at varying times depending on case-specific circumstances.  In this case, Pacific is seeking to gain pricing flexibility for Category II services and establish new price floors and price ceilings for Category II services (as well as reduce or eliminate DA call allowances).  The PD will permit Pacific to increase its price ceiling for DA from $0.25 to $0.50. Under Pacific’s new regulatory framework, after price floors are established for services, price increases only take effect 30 days after the filing of an advice letter.  (See, Decision 94-09-065, Re Alternative Regulatory Frameworks for Local Exchange Carriers  (1994) 56 CPUC 2d 117, 264.

The PD in this case grants Pacific authority to increase its price for DA by 100%.  If the Commission adopts the PD as written or permits any price increase for the Category II services named in the Application, it should afford Pacific’s residential and business subscribers with similar notice by requiring at least 30 days notice before Pacific can implement price increases and call allowance reductions.  ORA believes that sufficient notice via bill insert should be required such that all of Pacific’s residential and business customers are aware of the amount of any price increases or call allowance reductions as well as their effective implementation dates. Adequate notice will minimize customer confusion and allow customers to alter their calling patterns if they wish to control the impact of these price increases on their monthly telecommunications bills. 
Respectfully submitted,
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� Pacific’s National Listing Service is a Category III service or fully competitive service.  If a robust marketplace for directory assistance exists in Pacific’s local exchange service territory, why has Pacific not filed an Application to re-categorize directory assistance from a Category II service to a Category III service?
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