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RESOLUTION

Resolution E--3697.  Southern California Edison Company (Edison) requests authorization to continue offering its Telephone Solicitation Service for Newspapers and to establish a new non-tariffed product and service category entitled Newspaper Solicitation Service.  In addition, Edison requests that the Newspaper Solicitation Service be considered “active” for purposes of its gross revenue sharing mechanism.  Lastly, Edison requests a limited waiver of Rule IV.A, Customer Consent, of the Affiliate Transaction Rules.  This resolution approves Edison’s Advice letter 1436-E with modifications.

By Advice Letter 1436-E.  Filed on February 22, 2000. 

__________________________________________________________

Summary

This Resolution, approves with modifications, Edison’s Advice Letter 1436-E.  Edison proposes to continue offering its telephone solicitation service for newspapers and to establish a new non-tariffed product and service category entitled Newspaper Solicitation Service.  In addition, Edison requests that the new service category entitled Newspaper Solicitation Service be considered “active” for purposes of its gross revenue sharing mechanism.  Finally, Edison requests a limited waiver of Rule IV.A, Customer Consent, of the Affiliate Transaction Rules (Rule), in order to obtain the customer’s verbal consent to provide the newspaper with their name, address, and telephone.

The Office of Ratepayer Advocates (ORA) filed concerns regarding the Newspaper Solicitation Service.  ORA did not object to Newspaper Solicitation Service and agreed that this new service category should be considered “active”.

ORA recommended that Edison should implement the draft script submitted with Advice Letter 1436-E and annually file a report to the Commission regarding its Customer Communications Center data to ensure that the newspaper solicitation does not adversely impact Edison’s service.

Edison agreed to implement the draft script and indicated that its Customer Communication Center data is provided in its annual Performance Based Ratemaking report to the Commission.

Advice Letter 1436-E is approved with the following modifications:

1. Edison shall file a supplemental Advice Letter to include the following modifications to its script in Attachment B (See Appendix A): 

a) Steps #1 and #2 shall include the following modifications:

Step #1.  “…would you be interested in hearing about any offers that are not tied in any way to your electric service?”

Step #2  “…hearing about special rates for several newspapers available to Southern California Edison customers?”

b) Step #4.  “Note:  Some customers do not wish to provide their home 

phone number, if that is the case, explain to the customer that a 

name, address and telephone number is required for a subscription.  

You may offer the customer the 800# for the (name of the 

newspaper).

If the customer does not provide the necessary information, go to 

#5.”

c)        In addition, Edison’s script shall include the following

“Important Notes:

Edison will not offer the (name of newspaper) subscription if:

1. During the Turn-On, the customer provides a Mailing Address for the electric bill that is different from the Service Address.  (Edison will only take orders where the delivery, billing, and electric service address are the same.)

2. Turn-On date is more than 7 days after date of customer contact.

3. Turn-On date is unknown.” 

Edison’s script steps #4 and #5 shall include the following modifications:

Step #4.  “…(If yes, proceed.  If no, have customer call the newspaper’s toll free number and go to #5.)…”

Step #5.  “…If no or the customer provides a mailing address different from the service address:…“

2. Edison’s request for a limited waiver of Rule IV.A. is denied because Edison represents it will not be providing customer information to its affiliates and unaffiliated entities at this time.

3. Edison shall include in its contract with the newspapers that the newspapers will not transfer or sell any of Edison’s customer information to other telemarketers or any other third parties.

4. Edison shall tape record newspaper solicitation conversations and keep the recordings for four months to resolve any potential customer disputes.

5. Edison shall file periodic reports pursuant to the Affiliate Transaction Rule 

VII.H.

6. The effective date of the Advice Letter is today.

Background

Decision (D.) 97-12-088 established the Affiliate Transaction Rules (Rules).  D.98-08-035 modified some of the Rules established in D.97-12-088.  Utility products and services are covered in Rule VII.  Rule VII provides the procedure for utilities to follow in order to offer new, nontariffed products and services.

Rule VII.F states in part,

“No later than January 30, 1998, each utility shall submit an advice letter describing the existing product and services (both tariffed and nontariffed) currently being offered by the utility and the number of the Commission decision or advice letter approving this offering, if any, and requesting authorization or continuing authorization for the utility’s continued provision of this product or service in compliance with the criteria set forth in Rule VII.  This requirement applies to both existing products and services explicitly approved and not explicitly approved by the Commission.”

On January 30, 1998, Edison filed Advice Letter 1286-E in compliance with Rule VII.F.  The advice letter requested authorization to continue offering its existing products and services.

Resolution E-3639 conditionally approved Advice Letter 1286-E on January 6, 2000.  While the Los Angeles Times newspaper solicitation service was considered to be “existing” as defined by Rule VII.B.2, it was noted that Edison did not cite any Commission decision or advice letter approving this type of telephone solicitation service.  Resolution E-3639 ordered Edison to file an advice letter pursuant to Rule VII.E of the Affiliate Transaction Rules in order to receive Commission authorization to offer this newspaper solicitation service on a continuing basis.

Edison filed Advice Letter 1436-E on February 22, 2000, pursuant to Resolution E-3639 and D.99-09-070.
  The advice letter requests authorization to continue offering its telephone solicitation service for newspapers and to establish a new non-tariffed product and service category entitled Newspaper Solicitation Service.  In addition, Edison requests that the Newspaper Solicitation Service be considered “active” for purposes of its gross revenue sharing mechanism.  Also, Edison requests a limited waiver of Rule IV.A, Customer Consent, of the Affiliate transaction Rules.

Edison will solicit newspaper subscriptions from customers calling to establish or transfer electric service.  Approximately 75 of its 650 Customer Service Representatives (CSRs) will be involved with the Newspaper Solicitation Services.  Edison stated that it would not provide its CSRs with performance standards or compensation connected to the number of obtained subscriptions.
  

Edison will provide Newspaper Solicitation Service
 for no more than three newspapers
 at a time.  Experience from the Los Angeles Times pilot program for the Newspaper Solicitation Service revealed that a substantial amount of training was required in order for Edison’s telephone representatives to have the necessary newspaper-specific knowledge to answer questions by customers.  For example, the Los Angeles Times had different editions and delivery options at various subscription prices.  Edison believes that offering more than three newspapers would result in increased training requirements, increased phone time which could lead to potential customer confusion and could lead to a downgrade in customer service.  Market research by Edison indicated that customers preferred to hear no more that three offers in a single solicitation.

Edison states that suspension of newspaper solicitations is enacted when the average response time exceeds 50 seconds to ensure that it meets the Commission approved customer service standards.  Suspension of newspaper solicitations could occur due to periods of high call volume or during system emergencies (i.e. storms).

All incremental costs and risks associated with the Newspaper Solicitation Service will be incurred by Edison’s shareholders.  A separate accounting procedures to record the incremental costs associated with the Newspaper Solicitation Service will be developed.

On September 18, 2000, Edison filed a request to the CPUC’s Executive Director to extended the termination date of the newspaper solicitation pilot program “until the Commission votes on a final resolution” and Edison “begins implementation of the newspaper solicitation program described in Advice Letter 1436-E.”  Edison’s request was granted on September 21, 2000.

Notice 

Notice of AL 1436-E was made by publication in the Commission’s Daily Calendar.  Edison states that a copy of the Advice Letter was mailed and distributed in accordance with Section III-G of General Order 96-A. 

Protests

No protests were filed to Edison’s Advice Letter 1436-E, however, on March 13, 2000, ORA filed a letter with comments on Edison’s Advice Letter 1436-E.  ORA did not object to Edison’s request to offer its Newspaper Solicitation Service and concurs that the service offering should be considered “active” for revenue sharing purposes.  ORA had the following comments:

1. Edison should implement the draft script (see Appendix A) as indicated in Attachment B to Advice Letter 1436-E; and

2. Edison should annually file a report to the Commission indicating the findings from monitoring its Customer Communications Center service levels and resource requirements to ensure that the offering of the newspaper subscription service does not adversely impact utility service.

On March 21, 2000, Edison responded to ORA’s comments.  Edison agreed with ORA’ s recommendations.  Edison provided the following response to ORA’s concerns:

1. Edison agreed to develop final program scripts consistent with the draft script contained in Attachment B of Advice Letter 1436-E.

2. A report on Edison’s Customer Communication Center service levels and resource requirements will be filed on an annual basis.

Discussion

The issues before us are whether to authorize Edison’s following requests:

(1) to establish a new non-tariffed products and service category entitled Newspaper Solicitation Service; 

(2) to determine that this new category to be considered “active”
 for revenue sharing purposes; 

(3) to adopt a narrow waiver of Rule IV.A  to permit verbal customer consent to release customer information.

(4) and to continue offering its telephone solicitation service for newspapers.

These issues will be discussed in further detail below.

(1) To establish a new non-tariffed products and service category entitled Newspaper Solicitation Service

Affiliate Rules VII.E, VII.C.4, and VII.D were reviewed to determine if Edison has met the requirements to establish its Newspaper Solicitation Service. 

Rule VII.E

Rule VII.E. describes the conditions that a utility must meet prior to offering a new category of nontariffed products or services as set forth in Section VII.C of the Affiliate Transaction Rules.  Rule VII.E. states in part, “A utility shall file an advice letter in compliance with the following provisions of this paragraph.

1. The advice letter shall:

a. demonstrate compliance with these rules;

b. address the amount of utility assets dedicated to the non-utility venture, in order to ensure that a given product or service does not threaten the provision of the utility service, and show that the new product or service will not result in a degradation of cost, quality, or reliability of tariffed goods and services;

c. demonstrate that the utility has not received competition transition charge (CTC) recovery in the Transition Cost Proceeding, A.96-08-001, or other related CTC Commission proceeding, for the portion of the utility asset dedicated to the non-utility venture; and 

d. address the potential impact of the new product or service on competition in the relevant market, including but not limited to the degree in which the relevant market is already competitive in nature and the degree to which the new category of products or services is projected to affect that market.

e. be served on the service list of rulemaking 97-04-011/Investigation 97-04-012, as well as on any other party appropriately designated by the rules governing the Commission’s advice letter process.”

a) Demonstrate compliance with these rules

Edison states it is in compliance with the Affiliate Transaction Rules.  None of Edison’s affiliates will offer this Newspaper Solicitation Service.  Edison further states that it “will not tie the taking of Newspaper Solicitation Service with any affiliate products or services, nor imply that there are any such ties.”

b) Address the amount of utility assets dedicated to the non-utility venture, in order to ensure that a given product or service does not threaten the provision of utility service, and show that the new product or service will not result in a degradation of cost, quality or reliability of tariffed goods and services

Edison states that its shareholders are responsible for all of the incremental costs and risks associated with the Newspaper Solicitation Service.  Separate accounting functions will be established to record the incremental costs
 associated with the Newspaper Solicitation Service.  The accounting functions will be excluded from any costs estimates/forecasts used in ratemaking purposes.

Currently, Edison’s Customer Service Business Unity has established an account that tracts the incremental costs associated with the Los Angeles Times pilot.  For each month, the total minutes utilized to the solicitation time is determined by applying the average length per solicitation to the number of solicitations performed.  Then this average is applied to the average cost per minute to arrive at the incremental costs associated with solicitation time.  Summing up the cost of solicitation time derives the total monthly costs and other direct costs incurred for a given month (which include training, incentives, etc).  After these monthly cost have been identified, these costs are transferred into the account.  Edison will use this same methodology to establish any new accounts for the Newspaper Solicitation Service. 

Edison will utilize its Customer Communication Center (CCC), customer care systems, personnel, and processes in offering its Newspaper Solicitation Service. The CCC consists of two telephone centers that are staffed 24 hours a day, seven (7) days a week.  There are approximately 650 telephone representatives and support personnel.  Out of the approximately 12 million calls that are received each year from customers, approximately 1 million calls are to establish or transfer electric service.  Edison estimates that approximately 15% of these calls will be eligible for solicitations.

Edison provided data to indicate that it has in place appropriate systems, policies and procedures to ensure that the offering of the newspaper solicitation service does not adversely impact its CCC performance.  For example, there are two service standards based upon CCC service level performance.  The Commission, in Decision 98-07-077, set Performance-Based Ratemaking (PBR) service quality goal standards for CCC to answer 75% of all calls with in 50 seconds, 90% of the weeks of the subject year.  Another CCC specific service quality standard is tied to Edison’s overall customer satisfaction.  Based upon Edison’s customer satisfaction statistics, there can be either rewards or penalties of up to $10 million per year.

Currently, Edison provides its Customer Communication Center data in its annual Performance Based Ratemaking report to the Commission.  The information contained in this report can be reviewed to determine if the Newspaper Solicitation Service is or is not adversely affecting the cost, quality or reliability of tariffed utility products and services.

Edison states that participating newspapers will be required to assume sole responsibility for the delivery of its newspaper and will indemnify Edison for all liability arising from a newspaper’s negligence.

c) Demonstrate that the utility has not received competition transition charge (CTC) recovery in the Transition Cost Proceeding, A.96-08-001, or other related CTC Commission proceeding, for the portion of the utility asset dedicated to the non-utility venture

Edison states that none of its “existing utility assets that will be used to offer the Newspaper Solicitation Services are generation-related.  Thus, none of these assets have received CTC recovery.”

d) Address the potential impact of the new product or service on competition in the relevant market, including but not limited to the degree in which the relevant market is already competitive in nature and the degree to which the new category of products or services is projected to affect that market

Edison states its offering of the Newspaper Solicitation Service does not adversely impact competition in relevant markets – telemarketing and the newspaper market.  Edison used the “Five-Forces Model of Competition”
 to evaluate the competitiveness of each of these markets.  The Five Forces that were evaluated were as follows:

1. Threat of new entrants;

2. Bargaining power of customers;

3. Bargaining power of suppliers;

4. Threat of substitute products; and 

5. Jockeying among current firms in the market.

Based upon its review, Edison notes that the telemarketing industry is large, the threat of new entrants to the telemarketing industry is high, and there are a variety of channels that newspapers could use to solicit new customers besides telemarketing services.  These channels include radio ads, television ads, and the Internet.  

While the Commission does not necessarily endorse this “model”, it does take in consideration the information that Edison provided to address the potential impact of the new service on competition in the relevant market.  The utility is reminded that the Commission is concerned about anti-competitive entry by the utility into the competitive market
 as discussed in Rule VII.E.1.d.  Edison shall be required to file through a separate advice letter to all parties explaining how its pricing will not undercut the competitive market.
e) Be served on the service list of Rulemaking 97-04-011/Investigation 97-04-012, as well as on any other party appropriately designated by the rules governing the Commission’s advice letter process

Edison has stated that Advice letter 1436-E was not only served on the entire service list of R.97-04-011/I.97-04-012, but, was also served on the GO 96-A service list.

Based upon the information and data provided by Edison, it has met the conditions required by Rule VII.E prior to offering a new category, Newspaper Solicitation Service, of nontariffed products or services Newspaper Solicitation Service.

Rule VII.C.4

Rule VII.C.4 describes the conditions that a utility must meet in order to offer a non-tariffed product or service.  The five conditions are as follows:

a) The nontariffed product or service utilizes a portion of a utility asset or capacity;

b) Such asset or capacity has been acquired for the purpose of and is necessary and useful in providing tariffed utility services;

c) The involved portion of such asset or capacity may be used to offer the product or service on a nontariffed basis without adversely affecting the cost, quality or reliability of tariffed utility products and services;

d)  The products and services can be marketed with minimal or no incremental ratepayer capital, minimal or no new forms of liability or business risk being incurred by utility ratepayers, and no undue diversion of utility management attention; and 

e) The utility’s offering of such nontariffed product or service does not violate any law, regulation, or commission policy regarding anticompetitive practices.

a) The nontariffed product or service utilizes a portion of a utility asset or capacity.

As discussed in Rule VII.E, Section (b), the assets that Edison will used to offer the Newspaper Solicitation Service are its Customer Communication Center and its customer care systems. 

b) Such asset or capacity has been acquired for the purpose of and is necessary and useful in providing tariffed utility services.

The CCC and customer care systems are necessary in providing tariffed utility services.  Customers call requesting a variety of customer services and information.  

c) The involved portion of such asset or capacity may be used to offer the product or service on a nontariffed basis without adversely affecting the cost, quality or reliability of tariffed utility products and services

As stated in Rule VII.E. Section (b), Edison provided data to indicate that it has in place appropriate systems, policies and procedures to ensure that the offering of the newspaper solicitation service does not adversely impact its CCC performance. 

Currently, Edison provides its Customer Communication Center data in its annual Performance Based Ratemaking report to the Commission.  The information contained in this report can be reviewed to determine if the Newspaper Solicitation Service is or is not adversely affecting the cost, quality or reliability of tariffed utility products and services.

d) The products and services can be marketed with minimal or no incremental ratepayer capital, minimal or no new forms of liability or business risk being incurred by utility ratepayers, and no undue diversion of utility management attention

As indicated in Rule VII.E. Section (b), Edison states that its shareholders are responsible for all of the incremental costs and risks associated with the Newspaper Solicitation Service.  Separate accounting functions will be established to record the incremental costs associated with the Newspaper Solicitation Service.  The accounting functions will be excluded from any costs estimates/forecasts used in ratemaking purposes.

Edison will use the same accounting methodology it used for the Los Angeles Times pilot to any new accounts for the Newspaper Solicitation Service. 

In addition, Edison states that participating newspapers will be required to assume sole responsibility for the deliver of its newspaper and will indemnify Edison for all liability arising from a newspaper’s negligence.

e)  The utility’s offering of such nontariffed product or service does not violate any law, regulation, or commission policy regarding anticompetitive practices.

As indicated in Rule VII.E Section (d), Edison states its offering of the Newspaper Solicitation Service does not adversely impact competition in relevant markets – telemarketing and newspaper market.  

Based upon the information and data provided by Edison, it has met the five conditions required by Rule VII.C.4 to qualify to offer its Newspaper Solicitation Service as a non-tariffed product or services.

Rule VII.D

Rule VII.D. describes the conditions precedent to offering new products and services.  Rule VII.D. states, in part, the following:

“1. A mechanism or accounting standard for allocating costs to each new 

       product or service to prevent cross-subsidization between  services a utility 

       would continue to provide on a tariffed basis and those it would provide on 

       a nontariffed basis;

2. A reasonable mechanism for treatment of benefits and revenues derived from offering such products and services, except that in the event the Commission has already approved a performance-based ratemaking mechanism for the utility and the utility seeks a different sharing mechanism, the utility should petition to modify their performance-based ratemaking decision if it wishes to alter the sharing mechanism, or clearly justify why this procedure is inappropriate, rather than doing so by application or other vehicle.

3. Periodic reporting requirements regarding pertinent information related to nontariffed products and services; and 

4. Periodic auditing of the costs allocated to and the revenues derived from nontariffed products and services.”

Edison is in compliance with Rule VII.D. since it already has an accounting standard in place and the Commission has already approved a performance-based ratemaking mechanism for the utility as discussed in Rule VII.E. Section (b).  In addition, Edison states it has been filing periodic reports.  However, in a review of these periodic reports, it appears that this data is imbedded with data from other contracts.  Edison shall ensure that the data for the Newspaper Solicitation Service is separated so that it can be identified in these periodic reports. 

Edison has met the requirements with Affiliate Rules VII.E, VII.C.4, and VII.D. to establish its new non-tariffed products and service category entitled Newspaper Solicitation Service. 

(2)  To determine that this new category to be considered “active”
 for revenue sharing purposes
Currently, Edison has approximately 26 different types of “Non-tariffed Products and Services.”
  There are two sharing allocation modes – “active” and “passive” that are applied to the other operating revenue (OOR) activities and revenues.

The sharing allocation modes are defined as:

· “active” if it involves a total incremental shareholder investment
 of $225,000 or more (either on a one-time basis or within a 12-month period).  This $225,000 threshold is not to include capital-related costs, labor, and other expenses properly charged to the utility ratepayers.  Allocation of the “active” Incremental OOR is on a 90%/10%  (shareholder/ratepayer) basis.

· “passive” if it involves a total incremental shareholder investment of less than $225,000.  Allocation of the “passive” Incremental OOR is on a 70%/30% (shareholder/ratepayer) basis.

Edison provided estimates that incremental shareholder investment would be approximately $432,000 in start-up and annual ongoing costs associated with the Newspaper Solicitation Service.  Based upon this provided data, Edison has met the $225,000 incremental shareholder investment threshold to support the Newspaper Solicitation Service as “active”.

(3)  To adopt a narrow waiver of Rule IV.A  to permit verbal customer consent to release customer information

Rule IV.A of the Affiliate Transaction Rules requires written customer consent in order to release any customer information to any third party (affiliated or not).

Edison is requesting authorization of “a narrow waiver of Rule IV.A to permit explicit verbal customer consent to release that customer’s information” to the newspaper subject to the following restrictions:

“1)  Customer load/usage and billing information will never be provided to

        third parties based on verbal consent;

2) Only the minimum information required to fulfill the customer’s subscription 

      will be provided to newspaper (name, address, and phone number, and   

       newspaper delivery option); 

3) Information will be provided only to the newspaper the customer elects to 

      subscribe to; and

4) Customer information will never be provided to third parties concerning 

       customers that decline their products or services.”

Edison states that authorization of the requested limited waiver would enable it to automatically transfer the customer’s name, address, and telephone number to the customer’s selected newspaper.  Per Edison, this would avoid customer confusion, shorten talk-time associated with the call, and decreased probability of errors in recording customer information that occurred in the Los Angeles Times pilot program.

In Advice Letter 1436-E, Edison states it does not seek authority for Edison’s covered affiliates to access its Customer Communication Center.  If in the future, Edison decides to provide non-discriminatory access to its covered affiliates, it will file an application pursuant to Decision 98-08-035.  Advice Letter 1436-E also states that Edison will not provide any customer usage or credit-related information to third parties as part of the newspaper solicitation service.

There is a concern that the information received by the newspapers through Edison (i.e. customer’s name and home address) could be transferred or sold to other telemarketers or any other third parties.  To prevent this from occurring, Edison shall include in its contract with the newspapers that the newspapers will not transfer or sell any of Edison’s customer information to other telemarketers or any other third parties.

Rule IV.A of the Affiliate Transaction Rules states, “Customer Information:  A utility shall provide customer information to its affiliates and unaffiliated entities on a strictly non-discriminatory basis, and only with prior affirmative customer written consent.”   Edison states in Advice Letter 1436-E that it will not provide affiliates access to its Customer Communication Center and it will not provide any customer usage or credit related information to third parties as part of the newspaper solicitation service.  The advice letter also states that none of Edison’s affiliates will be offering the Newspaper Solicitation Service.  We will not grant Edison’s request for a waiver of Rule IV.A of the Affiliate Transaction Rule since Edison will not be providing customer information to its affiliates and unaffiliated entities at this time. 

In Resolution G-3273
 on Southern California Gas Company (SoCalGas) Advice Letter 2812-B, we allowed SoCalGas to provide the customer’s name, address, and telephone number to the newspaper, upon verbal approval from the customer.

The script in Attachment B of Edison’s Advice Letter 1436-E is similar to the script in Attachment B of SoCalGas Advice Letter 2812-B that became effective on July 26, 2000.  SoCalGas’ script allows the utility, upon verbal approval from the customer, to provide the customer’s name, address, and telephone number to the newspaper.

In addition, SoCalGas’ script includes the following notation:


“Note:  Some customers do not wish to provide their home phone number, 

if that is the case, explain to the customer that a name, address and 

telephone number is required for a subscription.  You may offer the 

customer the 800# for the (name of the newspaper).

If the customer does not provide the necessary information, go to #5.”

Edison’s script does not address the situation if the customer does not want their home phone number, name, and address to be given to the newspaper.  Edison shall include the above notation in its script for step #4.

Also, SoCalGas included the following “Important Notes” to its script:

“Important Notes:

SoCalGas will not offer the (name of newspaper) subscription if:

1. During the Turn-On, the customer provides a Mailing Address for the gas bill (SoCalGas will only take orders where the delivery, billing, and gas service address are the same)

2. Turn-On date is more than 7 days after date of customer contact.

3. Turn-On date is unknown.” 

To be consistent with the already approved script for Newspaper Solicitation Service in Resolution G-3273/AL 2812-B, Edison shall incorporate the “Important Notes” to its script and include the following modifications:

Step #4.  “…(If yes, proceed.  If no, have customer call the newspaper’s toll free number and go to #5.)…”

Step #5.  “…If no or the customer provides a mailing address different from the service address:   “

In addition, to avoid possible confusion on the part of the customer that the telephone solicitation for newspapers is not tied in with the establishment of service from Edison, the following modifications are made to Steps 1 and 2 from the script:


Step #1.  “…would you be interested in hearing about any offers that are 

not tied in any way to your electric service?

Step #2.  “…hearing about special rates for several newspapers available to Southern California Edison customers?

Since Edison’s customers would be giving verbal and not written authorization to request a subscription, there is a concern on how Edison would resolve the situation in which a customer denies they agreed to request a subscription through Edison to one of the offered newspapers.  To resolve this potential problem, Edison shall tape record such conversations and keep the recordings for four month to resolve any potential customer disputes.

(4)  To continue offering its telephone solicitation service for newspapers

Based on the information and data provided by Edison, its request to continue offering its telephone solicitation service for newspapers should be granted subject to future adverse findings in its Customer Communication Center data and reports filed in compliance with Rule VII.H and the conditions set forth in this resolution.  Any adverse findings should generate a further review of the Newspaper Solicitation Service program.

Rule VII.H. Periodic Reporting of Nontariffed Products and Services, states the following:

“Any utility offering nontariffed products and services shall file periodic reports with the Commission’s Energy Division twice annually for the first two years following the effective date of these Rules, then annually thereafter unless otherwise directed by the Commission.  The utility shall serve periodic reports on the service list of this proceeding.  The periodic reports shall contain the following information:

1. A description of each existing or new category of nontariffed products and services and the authority under which it is offered;

2. A description of the types and quantities of products and services contained within each category (so that, for example, “leases for agricultural nurseries at 15 sites” might be listed under the category “leases of land under utility transmission lines,” although the utility would not be required to provide the details regarding each individual lease);

3. The costs allocated to and revenues derived from each category; and 

4. Current information on the proportion of relevant utility assets used to offer each category of product and services.”

Edison shall file periodic reports that include Edison’s Newspaper Solicitation Service as required by Rule VII.H to the Energy Division.

Comments

Public Utilities Code section 311(g)(1) provides that this resolution must be served on all parties and subject to at least 30 days public review and comment prior to a vote of the Commission. Section 311(g)(2) provides that this 30-day period may be reduced or waived upon the stipulation of all parties in the proceeding.

The 30-day comment period for the draft of this resolution was neither waived or reduced.  Accordingly, this draft resolution was mailed to parties for comments, and will be placed on the Commission's agenda no earlier than 30 days from today.

On August 8, 2002, Edison filed its comments.  Edison recommends the following modifications to the resolution:

1. Edison believes that the modifications to Steps 1 and 2 of their script are unnecessary as they “simply move phrases between the two steps and make no real improvement in the information being delivered to the customer.”  However, Edison does state that it ”understands the importance of having the phrase ‘not tied in any way to your electric service’ being placed earlier in the script.”  Edison provided modifications to Step 1 of their script that incorporates that phase. 

Steps 1 and 2 of Edison’s script were revised by the resolution to avoid possible confusion on the part of the customer that the telephone solicitation for newspapers is not tied in with the establishment of service.  Edison acknowledges the importance of having the phrase “not tied in any way to your electric service” being placed earlier in the script.  The revisions that Edison proposes above are basically the same as provided in the resolution.  Consequently, Edison’s requests to modified Steps 1 and 2 of the script are denied. 

2. Edison believes Ordering Paragraph 1.c. of the resolution is unnecessary.  Edison stated that from their experience that a name and address is acceptable to the newspaper for subscription purposes and that the newspaper can obtain the telephone number from the customer if they require it to complete the subscription process.

 Edison’s script in its advice letter did not address the above situation.  In order to be consistent with the already approved script for the newspaper solicitation service in Resolution G-3273/AL 2812-B for SoCalGas, Edison’s request to delete Ordering Paragraph 1.c. is denied.

3. Edison believes Ordering Paragraph 1.d which modifies the script to prohibit offering the newspaper solicitation if the customer provides a mailing address that is different from the service address and if the turn-on date is more than 7 days after the date of customer contact is unnecessary.  Edison states its experience from the its current solicitation service indicates that many customers have mailing addresses that are different from service addresses.  In addition, that it is not uncommon  for customers to have a turn-on date that is more than seven days after the date of customer contact.  Neither situation has generated a negative response from the customer or newspaper.  However, Edison agrees that the newspaper solicitation service should not be offered when the turn-on date is unknown.

Edison’s script in its advice letter did not address the above situations.  In order to be consistent with the already approved script for the newspaper solicitation service in Resolution G-3273/AL 2812-B for SoCalGas, Edison’s request to delete Ordering Paragraph 1.d. is denied.

4. Edison agrees with Ordering Paragraph 1.e. that states Edison’s request for a limited waiver of Rule IV.A is denied without prejudice.  Edison recommends that this be incorporated in the Findings section of the Draft Resolution to avoid any misunderstanding as to the reason for the Commission’s denial of Edison’s request for a limited waiver.

      Upon review of page 18 of the draft resolution, which discussed Edison’s request for a limited waiver of Rule IV.A., it was determined that the reason why Edison’s request for a limited waiver was “denied” was because Edison will not be providing customer information to its affiliates and unaffiliated entities at this time.  This revision will be made to Ordering Paragraph 1.e., item # 2 in the Summary section and item # 11.d. in the Finding section.

5. Edison believes that Ordering Paragraph 1.g. that requires Edison to tape record all newspaper solicitations conversations and keep the recording for four months to resolve any potential customer disputes is unnecessary.  Edison states that in generating 212,000 newspaper solicitations in over three years with the pilot program, it has not received any customer complaints.  Edison further states that the newspaper solicitation service has a high supervisory involvement with random tape recordings and evaluations.

The current pilot program for the newspaper solicitation utilizes one newspaper.  Upon approval of this resolution, Edison intends to offer three newspapers.  There still exist the concern on how Edison would resolve the situation in which a customer denies they agreed to request a subscription through Edison to one of the offered newspapers.  Edison’s request to remove Ordering Paragraph 1.g. is denied.

6. Edison believes Ordering Paragraph 4 that requires Edison to file a separate advice letter within 10 days addressing how Edison’s pricing will not undercut the competitive market is unnecessary and should be deleted.  Edison believes it has already provided detail information that demonstrates that its proposed newspaper solicitation service does not violate any law, regulation, or pricing practices.  Further Edison states that page 14 of the draft resolution indicates that Edison has provided information and data to show how it has met the conditions required by Rule VII.C.4.e.  In addition, Edison states that its expected revenues for this newspaper solicitation service are a miniscule fraction of the telemarketing industry with low barriers to entry and geographically unconstrained firms.

Section Rule VII.E.1.d. of the draft resolution states consideration was given to the information that Edison provided, however, the Commission does not necessarily endorse the “model” that Edison used to address the potential impact of its newspaper solicitation service on competition in the relevant market.  Edison was reminded that the Commission is concerned about anti-competitive entry by the utility into the competitive market as discussed in Rule VII.E.1.d.  Edison’s request to delete Ordering Paragraph 4 that requires Edison to file a separate advice letter to all parties explaining how its pricing will not undercut the competitive market is denied.

Findings

1. As ordered in Resolution E-3639, Edison filed Advice Letter 1436-E on February 22, 2000.  Edison requests authorization to continue offering its Telephone Solicitation Service for Newspapers; to establish a new non-tariffed product and service category entitled Newspaper Solicitation Service; to consider the Newspaper Solicitation Service as “active” for its gross revenue sharing mechanism; and a limited waiver of Rule IV.A, Customer Consent, of the Affiliate Transaction Rules.

2. On March 13, 2000, ORA filed comments regarding Advice Letter 1436-E.

3. ORA did not object to Edison’s request to offer its Newspaper Solicitation Service and agreed that the service should be considered “active” for revenue sharing purposes.

4. ORA stated that Edison should implement the draft script as included in Advice Letter 1436-E.  Edison agreed to develop its final scripts consistent with this draft.

5. ORA indicated that Edison should file an annual report to the Commission regarding its findings from monitoring the CCC service levels and resource requirements to ensure that the offering of the Newspaper Solicitation Service does not adversely impact utility service.  Edison stated that D.99-12-035 requires CCC data in its PBR report which is filed March 31 of each year.

6. Edison is in compliance with Rule VII.E.

7. Edison is in compliance with Rule VII.C.4.

8. Edison is in compliance with Rule VII.D since it has an accounting standard in place, the Commission has approved a PBR mechanism, and it has been filing periodic reports.

9. The Newspaper Solicitation Service shall be considered “active” for revenue sharing purposes.

10. The Commission, in Resolution G-3273/Advice Letters 2812-A and B, has approved SoCalGas’ requests to offer a Newspaper Subscription Service and the solicitation script.

11. Advice Letter 1436-E is approved with the following modifications:

a) Steps #1 and #2 of the draft script in Attachment B shall include the following modifications:

Step #1.  “…would you be interested in hearing about any offers that are not tied in any way to your electric service?”

Step #2.  “…hearing about special rates for several newspapers available to Southern California Edison customers?

b) The draft script in Attachment B shall be modified to include the following in step #4:

“Note:  Some customers do not wish to provide their home phone 

number, if that is the case, explain to the customer that a name, 

address and telephone number is required for a subscription.  You 

may offer the customer the 800# for the (name of the newspaper).

If the customer does not provide the necessary information, go to 

#5.”

c) In addition, Edison’s script shall include the following:

“Important Notes:

Edison will not offer the (name of newspaper) subscription if:

1. During the Turn-On, the customer provides a Mailing Address for the electric bill that is different from the Service Address.  (Edison will only take orders where the delivery, billing, and electric service address are the same.)

2. Turn-On date is more than 7 days after date of customer contact.

3. Turn-On date is unknown.”

Edison’s script steps #4 and #5 shall include the following modifications:

Step #4.  “…(If yes, proceed.  If no, have customer call the newspaper’s toll free number and go to #5.)…”

Step #5.  “…If no or the customer provides a mailing address different from the service address:   “

d) Edison’s request for a limited waiver of Rule IV.A is denied because Edison represents it will not be providing customer information to its affiliates and unaffiliated entities at this time. 

e) Edison shall include in its contract with the newspapers that the newspapers will not transfer or sell any of Edison’s customer information to other telemarketers or any other third parties.

f) Edison shall tape record newspaper solicitation conversations and keep the recordings for four months to resolve any potential customer disputes.  

g) Edison shall file periodic reports pursuant to the Affiliate Transaction Rule VII.H.  The data for the Newspaper Solicitation Service is to be separated so that it can be identified in these reports.

h) The effective date is today.

12. Edison shall file a supplemental advice letter within 30 days to include the revised script.

13. Edison shall file a separate advice letter within 10 days, to all initially served parties, addressing how its pricing will not undercut the competitive market.  The Energy Division shall review the advice letter for compliance with Affiliate Transaction Rule VII.E.1.d.  The advice letter shall become effective 40 days after it is filed unless suspended by the Commission staff. 

Therefore it is ordered that:

1. The requests of Edison to continue offering its existing telephone solicitation service for newspapers and to establish a new non-tariffed Newspaper Solicitation Service as requested in Advice Letter 1436-E are approved with the following modifications:

a) The effective date is today.

b) Steps #1 and #2 of the draft script from Attachment B of the advice letter shall include the following modifications:

Step #1.  “…would you be interested in hearing about any offers that are not tied in any way to your electric service?”

Step #2.  “…hearing about special rates for several newspapers available to Southern California Edison customers?”

c) The draft script in Attachment B shall be modified to include the following in step #4:

“Note:  Some customers do not wish to provide their home phone 

number, if that is the case, explain to the customer that a name, 

address and telephone number is required for a subscription.  You 

may offer the customer the 800# for the (name of the newspaper).

If the customer does not provide the necessary information, go to 

#5.”

d) In addition, Edison’s script shall include the following:

“Important Notes:

Edison will not offer the (name of newspaper) subscription if:

1. During the Turn-On, the customer provides a Mailing Address for the electric bill that is different from the Service Address.  (Edison will only take orders where the delivery, billing, and electric service address are the same.)

2. Turn-On date is more than 7 days after date of customer contact.

3. Turn-On date is unknown.”

Edison’s script steps #4 and #5 shall include the following modifications:

Step #4.  “…(If yes, proceed.  If no, have customer call the newspaper’s toll free number and go to #5.)…”

Step #5.  “…If no or the customer provides a mailing address different from the service address:   “

e) Edison’s request for a limited waiver of Rule IV.A is denied because Edison represents it will not be providing customer information to its affiliates and unaffiliated entities at this time.

f) Edison shall include in its contract with the newspapers that the newspapers will not transfer or sell any of Edison’s customer information to other telemarketers or any other third parties.

g) Edison shall tape record newspaper solicitation conversations and keep the recordings for four months to resolve any potential customer disputes.

2 Edison shall file a supplemental advice letter within 30 days to include the revised script.

3 Edison shall file periodic reports pursuant to the Affiliate Transaction Rule VII.H.  The data for the Newspaper Solicitation Service is to be separated so that is can be identified in these reports.

4 Edison shall file a separate advice letter within 10 days, to all initially served parties, addressing how its pricing will not undercut the competitive market.  The Energy Division shall review the advice letter for compliance with Affiliate Transaction Rule VII.E.1.d.  The advice letter shall become effective 40 days after it is filed unless suspended by the Commission staff.

This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on September 19, 2002; the following Commissioners voting favorably thereon:







 _____________________







 WESLEY M. FRANKLIN







 

       Executive Director

Appendix A

Attachment B of Edison’s Advice Letter 1436-E

Newspaper Solicitation Service

Sample Telephone Representative Script

1. Closing Script for Turn-On or Transfer Order.  Upon completing residential 

Turn-On or Transfer orders, ask the following:

Now that we have established your electric service, would you be 

interested in hearing about special rates for several newspapers available to 

SCE customers?

(If yes, then move on to question #2.  If no, move on to #5).

2. Special rates are available for the following newspapers:  (insert names of newspapers).
Are you interested in hearing about any of the offers that are not tied in any way to your electric service?


(If yes, mover to #3.  If no, move to #5)

3. Describe newspaper specific offering.
Would you like to subscribe?


(If yes, mover to #4.  If no, move to #5.)

4. Mr. Smith do you want this newspaper delivered to the same address you provided for your electric service?  (If yes, proceed.  If no, ask customer for the address.)  May I provide your name, address, and telephone number to the (name of newspaper) for the processing of your subscription?

Complete the subscription form.  (go to #5)

Appendix A (continue)

5. Closing Script…
If no: Thank you for calling, is there anything else I can help you with?  Have a good day.


If subscribed: Mr. Smith I have a (type of delivery) for you at…(address) beginning on (start date), if you have any further questions regarding your subscription you may call the (insert name of newspaper) at (toll-free number for the newspaper).  Thank you for calling.  Have a good day.

� D.99-09-070 sets forth the conditions that must be met for the Commission to determine if a new category of non-tariffed products or services will be considered “active” or “passive” for revenue sharing purposes.


� However, Edison has stated it may establish performance goals related to providing quality service and accurate reporting of subscription information to the customers.


� Newspapers must be able to provide home delivery to at least 100,000 customers in Edison’s service territory to be eligible for the Newspaper Solicitation Service.


� Edison indicated that it would use a competitive bidding process if more than three eligible newspapers express an interest in participating in its Newspaper Solicitation Service.


� D.99-12-035 requires Edison to provide Customer Communication Center data in its annual Performance Based Ratemaking (PBR) performance report which is filed March 31 of each year.


� New categories of Edison’s non-tariffed products and services are considered “passive” for revenue sharing purposes unless Edison files an advice letter supporting that the new category should be considered “active”.


� Incremental costs includes the cost to modify existing customer care systems to automate the solicitation and subscription process, the training of telephone representatives to perform solicitations generally and to learn newspaper specific information, and any incremental labor costs associated with the solicitations and subscriptions.


� Michael E. Porter of the Harvard Business School developed the Five-Forces Model of Competition.  This model is used for evaluating the competitive nature of a market. 


� Although it was not clearly mentioned, the capital requirement to open this type of business is low.


� New categories of Edison’s non-tariffed products and services are considered “passive” for revenue sharing purposes unless Edison files an advice letter supporting that the new category should be considered “active”.


� A few examples are the Use of General Facilities, Secondary Use of Transmission Right-Of-Ways and Land, Use of Communications and Computing Systems, and Material Procurement and Purchasing Services.  See Attachment A from D.99-0-070 for the complete list of the different types of “Non-tariffed Products and Services” with their appropriate descriptions.


� Incremental shareholder investment includes capital-related costs (i.e. purchase of property or equipment) and expenses (i.e. consultants, supplies, materials, rent, marketing materials) incurred in connection with offering non-tariffed products or services.


� Resolution G-3273 was approved at the Commission meeting on March 2, 2000.
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