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________________________________________________________

SUMMARY

Pacific Bell (Pacific) requests authority under provisions of General Order No.  96-A (G.O.  96-A) to revise Schedule Cal. P.U.C.  No. A5, Exchange Services, 5.7 Directory Services, 5.7.3 Foreign Telephone Directory Service, to eliminate the reference "yellow pages included".  The yellow page directories were previously referenced because they were co-bound and provided with the white page directory at no additional cost.  Pacific indicates that there are no revenue impacts associated with its AL 19727 filing, nor will it increase any rate or charge, cause the withdrawal of service, or conflict with other schedules or rules.  ORA and TURN filed protests to AL 19727 effectively challenging the revenue neutrality of Pacific’s filing.  This Resolution rejects Pacific’s AL 19727 request.  Pacific may, should it desire to do so, file an application to request changes to its Foreign Telephone Directory Service.  

BACKGROUND 

On October 2, 1998, Pacific filed AL 19727 to eliminate the reference "yellow pages included" contained in Schedule Cal. P.U.C.  No. A5, Exchange Services, 5.7 Directory Services, 5.7.3 Foreign Telephone Directory Service.  The advice letter states that the yellow page directories were previously referenced because they were co-bound and provided with the white page directory at no additional cost.  Yellow page directories are not regulated and are not tariffed.  According to AL 19727, the alphabetical or "white pages" telephone directory is the tariffed product and will be provided as a separately bound directory.  

Pacific further states that the revision proposed in AL 19727 will not alter the Utility's tariff obligation to provide alphabetical or white page directories at no charge pursuant to Schedule Cal. P.U.C. No. A5.7.2, O9.3, which states: "Alphabetical telephone directories published by the Utility will be provided upon request subject to availability, for exchanges located within the customer's home Area Code, at no charge when used for calling purposes." 

Finally, Pacific indicates that there will be no revenue impacts associated with its AL 19727 filing and that the filing will not increase any rate or charge, cause the withdrawal of service, or conflict with other schedules or rules.

NOTICE/PROTESTS 

Pacific states that a copy of AL 19727 and related tariff sheets was mailed to competing and adjacent utilities and/or other utilities and interested parties.  AL 19727 was listed in the Commission's Daily Calendar of October 26, 1998.  Both the Office of Ratepayer Advocates (ORA) and The Utility Reform Network (TURN) filed timely protests.  

TURN filed its protest to AL 19727 on October 23, 1998.  TURN notes that Pacific’s Schedule Cal. P.U.C. No.  A5, Exchange Services, pertaining to the Foreign Telephone Directory Service tariff, as currently on file, stipulates that yellow pages will be provided to customers who request telephone directories for areas other than their own calling area.  However, customers must pay a charge for ordering these directories.  The tariff lists the charges that will be assessed for provision of the directories.  The current tariff contains the language "yellow pages included," thus stipulating to the fact that the charge assessed to customers includes both yellow pages and white pages.  

TURN notes that, although Pacific's proposed tariff revision would delete the language "yellow pages included," thus eliminating the provisioning of yellow pages directories to customers ordering foreign directories, Pacific proposes no revisions to the charges assessed to customers who order the directories.  TURN illustrates the effect on ratepayers of Pacific’s proposed revision with an example: currently, a customer ordering a telephone directory for Amador and El Dorado Counties would receive both white and yellow pages at a charge of $7.05. (Cal. P.U.C. No. A5, 2nd Revised Sheet 512.)  If Pacific's proposed revisions are allowed to become effective, a customer ordering a directory for Amador and El Dorado Counties would continue to be charged $7.05, but would receive only the white pages.  

Because Pacific offers no explanation or justification for assessing the same price for a white pages directory that was previously assessed for both white and yellow pages, TURN concludes that customers would receive a product of diminished value, but continue to pay the same charge.  Pacific's proposal would amount to a diminution of service and should be rejected.  Furthermore, TURN finds Pacific's assertion in AL 19727 that "there are no revenue impacts associated with this filing," to be disingenuous.  The discontinuation of providing yellow pages directories to customers who have an interest in calling foreign areas will most likely result in an increased use of directory assistance on the part of such customers -- at a time when Pacific is requesting authority to substantially increase directory assistance charges (A.98-05-038).  Additionally, Pacific makes no mention of whether it intends to charge an additional fee for providing yellow pages directories to customers in foreign areas.  

TURN argues that, often times, yellow pages directories are of equal importance as white pages directories to customers living in nearby areas.  For example, customers living in one community may find it advantageous to obtain essential goods and services from a larger, nearby area.  TURN cites D.96-10-066, wherein the Commission noted that "the continued free distribution of yellow pages is clearly in the best interests of carriers, their advertisers and the public."  TURN believes that Pacific should be required to fully apprise the Commission of its plans for provisioning directories, including applicable charges.  For the reasons addressed above, TURN recommends that the Commission reject Pacific’s AL 19727. 

ORA filed its protest to AL 19727 on October 22, 1998.  ORA interprets AL 19727 to mean that Pacific intends to stop providing the yellow pages at no extra charge with bound editions of their white page listings in the areas effected.  In those areas where the two directories were bound together, customers of Pacific will have to pay separately for the yellow page directory if they continue to want one.

ORA refutes Pacific’s claim that there are no "revenue impacts associated with this filing."  For Pacific's customers who want a yellow page directory and no longer have one combined with their white page alphabetical listing, ORA states that there will be a definite revenue consequence, and it will be to Pacific's advantage.  ORA indicates that Pacific wants to make more money selling yellow page directories and charge the same for the white page directory they used to charge for the white and yellow combined volume.  ORA urges, the Commission, at the very least, to oblige Pacific to disclose its estimate of the increased revenue it expects to garner as a consequence of this move before it rules on this AL.  ORA notes that AL 19727 does not state, for instance, how many customers fall into the class of those receiving "directories when furnish at a charge to parties other than customers normally receiving the directory," the language of the tariff.  

ORA also argues that, if Pacific's AL 19727 is approved by the Commission, it would increase Pacific’s revenues for directory assistance.  ORA notes that the Commission should be aware that Pacific, in another filing (A.98.05-038), is attempting to raise its directory assistance charges by 100 percent, including requesting for a new price ceiling more than 100 percent above what the utility is proposing be the revised prices for directory assistance.  According to ORA, with the detaching of the yellow pages from the white page alphabetical listing, Pacific automatically creates an increased demand for its directory assistance service by eliminating a formerly free and accessible alternative to it, the printed yellow page listings--a directory which usually includes listings well beyond one numbering plan area of the white page directory.  ORA reasons that this, too, will have a favorable impact on Pacific's revenues which, again, is why ORA believes that Pacific is asking for this change.  ORA, like TURN, finds Pacific’s statement, that there is no revenue impact from AL 19727, to be disingenuous at best, and positively misleading at worst.  

In its protest, ORA recognizes that Pacific is under no obligation to do anything more than provide alphabetical telephone directories for the "exchanges located within the customer’s home Area Code, at no charge” per the tariff Schedule Cal. P.U.C. No.  A57.2, B.3, which Pacific quotes in AL 19727.  But ORA reminds the Commission that, apart from the enhanced revenue consequences for Pacific, as outlined above, the value of Pacific's alphabetical directories is being furthered decreased because of the shrinking of the geographical spread of area codes.  The new number plan areas (NPAs) are of a smaller scope than previously and the white page directories themselves become less useful to customers.  ORA continues that, as this value has diminished, the importance of operator-based directory assistance services--allowing customers access to listings in adjacent area codes and areas formerly included in their old area code--has increased.  As the "free" alphabetical listing becomes less useful to customers, and even less useful when without the yellow page listings where they were formerly bound together, directory assistance becomes more valuable.  The effect of these changes is to drive Pacific's customers away from printed directories and to use Directory Assistance in order to access directory listings.  Customers will have to pay the increased directory assistance charges for their telephone inquiries.

ORA notes that, while Pacific indicates that protests to this filing should "set forth the specific ... financial and service" grounds for finding it defective,” Pacific should be held to the same standard by the Commission.  ORA requests that Pacific be required to gauge the deleterious financial and service impacts its proposals will have on the ratepayers effected by its proposed tariff changes.  ORA concludes that Pacific has not done so in AL 19727 and that this should be grounds enough for rejecting it as unsatisfactory. 

Pacific responded to TURN’s and ORA’s protests of Pacific’s AL No. 19727 on October 29, 1998.  Contrary to TURN's assertion, Pacific alleges that its proposed tariff change does not stipulate that yellow page directories will be provided to customers who request telephone directories for areas other than their own calling area.  Pacific's tariff merely notes when yellow pages are also included in addition to the white page tariff offering.  Currently, yellow pages are not tariffed.  The tariff price shown was clearly for the white pages directory only.  Thus, ORA's assertion that, "... customers would receive a product of diminished value, but continue to pay the same charge" is without merit.  Pacific indicates that it will continue to fully adhere to the guidelines set forth Schedule Cal. P.U.C. A5.  Customers will continue to receive all white page directories that are published within their area codes for free.  Customers requesting a white page directory that is published outside of their area code will still receive the directory for the same nominal fee as defined in Pacific’s existing tariff. 

Pacific further criticizes ORA's and TURN’s assumptions that 411 calls and related revenues will increase, stating that these assertions are not based on facts.  Business listings appear in the white page directories.  Pacific will also continue to provide its customers with all of the same white page listings (both business and residential listings), under the exact same white page foreign directory tariff terms/conditions and prices that exist today.  Pacific asserts that it has continually gone beyond its obligations to provide free white page telephone directories as most recently ordered in D.96-10-066, Appendix B, page 5, B11.  Although that same decision cites PUC Code 728.2 as the basis for the Commission not requiring "the distribution of free yellow pages," Pacific has not discontinued its practice of providing a free yellow page directory along with the free white page directory distributed per regulations shown in Cal. P.U.C. No. A5.7.2, B.3.  

According to Pacific, foreign telephone directories are a discretionary offering and TURN's citation of the above referenced decision should have no bearing on the Commission's decision to accept Pacific's proposed advice letter.  Contrary to ORA's and TURN's beliefs, Pacific does not agree that they are required to provide the financial impact of non-regulated services.  Whether or not Pacific chooses to charge for yellow page directories, it says that its statement that there are no revenue impacts associated with this filing" is factual because the Commission does not have jurisdiction over yellow pages.  

According to Pacific, PUC Code Section 728.2 precludes the Commission from assuming jurisdiction over yellow pages, and in fact, this legislation predates the current foreign directory tariff by several years.  Pacific recommends that ORA’s and TURN's protests of AL 19727 be rejected. 

DISCUSSION 
Protestants have raised significant questions about the revenue neutrality and the potential adverse impacts to ratepayers of Pacific’s AL 19727.  Although yellow page directory rates have been deregulated by PUC 728.2, the Commission considers directory revenues “above-the-line” for ratemaking purposes.  The advice letter filing raises a sufficient level of controversy that has not been sufficiently addressed in Pacific’s filing. TD recommends that the Commission reject Pacific's Advice Letter 19727 and not approve Pacific’s requested change without a more complete showing of its effects on ratepayers via an application filing.  TD recommends that Pacific, should it desire to do so, file an application to seek the changes it seeks in Advice Letter 19727 for Foreign Telephone Directory Service.  Given the protests, controversy and unknown potential impacts on ratepayers surrounding Pacific’s AL 19727 filing, we concur with TD’s recommendation to have Pacific, should it desire to do so, file an application to request the changes it seeks in its AL 19727.

FINDINGS 

1. Under Pacific’s tariff Schedule Cal. P.U.C. No. A5.7.2,B.3, alphabetical telephone directories published by the Utility are provided upon request, for exchanges located within the customer' s home Area Code, at no charge when used for calling purposes.


2. Under Pacific’s tariff Schedule Cal. P.U.C. No. A5., Exchange Services, 5.7 Directory Services, 5.7.3 Foreign Telephone Directory Service, customers may purchase directories for areas outside of their Area Code at a specified charge.  


3. In providing Foreign Telephone Directory Service, where Pacific’s yellow pages are co-bound with its white page directories, Pacific provides its yellow page directories without an additional charge.  


4. Although yellow page directory rates have been deregulated by PUC 728.2, the Commission considers directory revenues for ratemaking purposes.


5. Pacific filed Advice Letter No. 19727 requesting Commission authority under provisions of General Order No.  96-A (G.O.  96-A) to revise Schedule Cal. P.U.C.  No. A5, Exchange Services, 5.7 Directory Services, 5.7.3 Foreign Telephone Directory Service, to eliminate the reference "yellow pages included".

6. Pacific’s states that its proposed revision in Advice Letter will result in no change in its annual revenue, nor does it disclose its potential impact on ratepayers.


7. Protestants have raised significant questions about the revenue neutrality and potential adverse impacts to Pacific’s ratepayers as a result of Advice Letter 19727.

8. Advice Letter 19727 raises a sufficient level of controversy that has not been sufficiently addressed by Pacific’s filing. 

9. Pacific may file an application to request the changes it seeks in Advice Letter 19727 for Foreign Telephone Directory Service.   

THEREFORE, IT IS ORDERED that: 

1. Pacific’s Advice Letter 19727 is rejected.


2. Should it desire to do so, Pacific may file an application to request the changes it seeks in Advice Letter 19727 for Foreign Telephone Directory Service. 


3. Advice Letter 19727 and accompanying tariff sheets shall be marked to show that they were rejected by Resolution T-16254.

The effective date of this Resolution is today.  

I certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on December 17, 1998.  The following Commissioners approved it.

/s/ WESLEY M. FRANKLIN

WESLEY M. FRANKLIN

Executive Director



RICHARD A. BILAS

President

P. GREGORY CONLON

JESSIE J. KNIGHT, JR.

HENRY M. DUQUE
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