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PREPARED STATEMENT OF THE OFFICE OF RATEPAYER ADVOCATES

ON CARRIER RECOVERY FOR SERVICE REPRESENTATIVE TIME FROM THE UNIVERSAL LIFELINE TELEPHONE SERVICE FUND

The Office of Ratepayer Advocates strongly supports the proposed provision of General Order 153 disallowing recovery for service representative time spent on Universal Lifeline Telephone Service (ULTS) matters during service order calls. ORA agrees with the reasoning of the Commission in its Decision 96-10-066 that service representative compensation “could lead to a situation where a carrier, under the pretense of marketing ULTS, claims reimbursement, but uses the money for non-ULTS related activities.”  As the Commission further noted, such a situation “does not eliminate the problem of ratepayers subsidizing carriers to entice those who do not have telephone service, to become that particular carrier’s customer.” As ORA pointed out in its Opening Comments, “These well-founded arguments weigh heavily against both a calculated time-of-service reimbursement or a fixed fee per customer reimbursement.” 


In the Opening Comments of Calaveras Telephone et al., the Smaller Independent LECs point out that they, along with Pacific Bell, “recover service representative costs incurred for the processing of ULTS service orders.” They argue that “The Commission should include a provision in the revised General Order which permits all carriers to recover these legitimate expenses from the ULTS fund.” 


ORA has no objection to the recovery of legitimate ULTS administrative expenses, but service order times, irrespective of the task to which they are directed, are a cost of doing business, not an additional expense.  As such, these costs are embedded in rates. The question is not whether these costs are appropriate, but where they should be recovered.  The dearth of evidence demonstrating that any carrier has failed to include them in service ordering costs submitted in IRD and post-IRD rate designs, clearly indicates that rates are the appropriate vehicle for such cost of business recovery.


Nowhere in its cost studies submitted in the IRD did Pacific Bell indicate that its service ordering costs excluded ULTS ordering components.  Pacific claims that “the plain language in D.94-09-065 clearly establishes that service representative costs associated with ULTS were not recovered in the IRD decision”, but does not quote the actual language. Pacific has not explained how it isolated and removed ULTS ordering times from its ‘time and motion’ study in IRD.  Pacific submitted its direct embedded costs in IRD for the service order portion of its non-recurring charges, and did not indicate that any portion of service order costs had been removed. Pacific now claims that a separate record of expenses it has maintained to claim specific compensation from the ULTS Fund means that Pacific's direct embedded cost studies were incomplete.  The truth is, Pacific's direct embedded costs for service ordering included time associated with imparting information about ULTS in the average order time estimates.


The issue is compensation for “actual ULTS costs incurred.” Whether or not ULTS providers are compensated out of rates, accurately determining the  amount of service order time spent on ULTS matters is not something to leave to carrier discretion. 


A flat fee to cover such costs is also incompatible with provider marketing prohibitions contained in D.96-10-066, and would risk establishing a financial inducement to recruit new ULTS customers, exploiting the ULTS subsidy. 


ORA strongly contends that service representative time spent on ULTS conversations is "minimal and incidental".  Pacific has argued that it receives "approximately $7 million" per year in compensation for these expenses, not a minimal or incidental amount.  The likely discrepancy between actual time spent and the monies claimed is precisely the problem.  Pacific's time and motion studies isolating these ULTS expenses, the alleged actual costs, form only the basis for Pacific's calculations of compensation due from the ULTS program.  This suggests an increment above actual costs, and ORA argues that the costs are already recovered in rates. The CHCF-B recovery which Pacific and other carriers of last resort (COLRs) receive incents them to keep flat and measured residential rates low. Any expense recovery from the ULTS fund for service order times for ULTS, would doubly incent carriers such as Pacific to seek revenue recovery from ratepayer funded subsidies rather than from rates.  And in this case, ORA believes there is no credible evidence to suggest that IRD cost studies did not contain complete service order costs. Thus, further subsidy is unwarranted. 


Pacific asserts that its Opening Comments contain attachments which demonstrate that ULTS recovery was not “embedded in the NRF start-up.” Unfortunately, the attachments do not show the components of the NRF start-up revenue requirement and subsequent direct embedded cost studies in IRD which would demonstrate that results were net of the ULTS ordering portion of service order times. Lacking a foundational proof that Pacific excised ULTS information, or that the small LECs similarly excised portions of their service order costs in their respective cost studies, it must be presumed that such recovery is indeed embedded in current rates.


Beyond that reality, there is no reliable means by which carriers may isolate ULTS call expenses which would not require intensive and expensive program auditing to validate. The audits would have to account for varying regulatory frameworks among carriers, different cost structures and cost assertions, and specific verification and validation of actual time spent by service representatives in real-time conversations with prospective ULTS customers.  Thus, the Commission risks either irresponsibly raiding the ULTS Fund to double recover costs already embedded in carrier rates, or imposing significant additional auditing costs to further burden the ULTS Fund.
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