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TELECOMMUNICATIONS REGULAT ION :

I

SEPTEMBER 21, Ig87
,I

SIJCCESS OR FAILURE?

GOOD \,IORNING. WHEN I WAS GIVEN THE TOPIC OF TI{IS PANEL,

STATE TELECOMMUNICATIONS REGULATION: SUCCESS OR FAILURE?, I WAS

REMINDED OF THE CIIILDREN'S STORY ABOUT THE BI,IND MEN I,{.HO WERE

ASKED TO DESCRIBE AN ELEPHANT. ONE BLIND MAN GRABBED THE TRI]NK
n'[l#,h*$6-n

AND STATED MOST EMPIIATICALLY TI{AT AN ELEPHANT WAS CJ€

rlt vfi r,r{u{6, fllfi
SNAKE. ANOTIIER SlIUNG ON THE TAIL AND ANNOUNCED THATN IT WAS HfiE TIIITTIO

A VINE. THE THIRD MAN GRABBED THE BLEPHANT'S LEG AND STATF,D TI1AT
r^r(t fiuw Mrblt-rrr fi,,{(l ft Rr{utl'| r

Ff IJTAS LIKE.A TREE. THE FINAL MAN FELT THE ELEPHANTIS SIDE AND
fitf L,ro frrt 14 1[fuf ]'lQ M t(rl*rw r,fi rttfrrb{

DECLARED TIIAT'IS-{|IAS LIKE A WAI,I,. THUS, LIKE TIIE BLII{D MEN AND

THE ELEPHANT, W}IETHER STATE REGULATION OF THE TEI,EPHONE INDUSTRY

IS A SUCCESS OR A FAILURE DEPENDS ON WIIOM YOU ASK AND THEIR

PERSPECTIVE. AS A REGULATOR, I BELIEVE THAT THE REGULATORY

SYSTBM IS A SUCCESS, BUT TI{AT CHANGES ARE WARRANTED.

-IS DEREGULATION TH

REGULATORS ABE RECEIVING PRESSURE FROM THE INDUSTRY TO

DEREGULATE AND FROM CONSUMERS TO KEEP PRICES LOW. FURTHNR, STATE

REGULATORY COMMISSIONS HAVE A STATTITORY MANDATE TO SET FAIR AND

REASONABLE UTILITY RATES trVHII,E ALLOWING THE COIvIPAI'TIBS TO EARN A

FAIR RATE OT RETURN. SOME CO}TMISSIONS BELIEVE TIIAT A \,IOVE TO

I]EREGUI,ATE WOULD CONSTITUTE AN ABANDONMENT OF THIS STATUTORY

DUTYI/ WHII,E OTHEBS BEI,IEVE THERE IS SIITPLY INSUT'FICIENT
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COMPETITION TO IIARRANT DEREGULATION. THE COMPANIES, FRUSTF,ATBD

BY THIS LACK OF ACTION, IIAVE TAKEN THEIR DEREGULATORY PLEAS TO

THE STATE LEGISLATURNS.

SINCE 1983, NINETEEN STATES HAVE HAD LEGISLATIVE ACTIVITY TO

DEREGULATE SOME ASPECT OF TALECOMMUNICATIONS SERVICES. THESE

STATES ARE ARIzoNA, coLoRADO, IDAI{o, INDIANA, IowA, ILLTNoIS,

MINNESOTA, MONTANA, NHBRASKA, NEW MEXICO, NORTH CAROLINA, NORTH

DAKOTA, OREGON, TEXAS, UTAI{, VIRGINIA, WASHINGTON AND WISCON-

srN. 2/

PROBABLY THE BEST KNOWN AND IvIOST CONTROVERSIAL LEGISLATIoN

WAS PASSED IN NEBRASKA. I MPAN

ABE NOT SUBJECT TO ANY RATE REGULATION. INSTEAD, THEY N

FILE RATES WI{ICH WILL BECOME EFFECTIVE IN TEN DAYS. H

CHANGES IN MONTI{LY RATES FOR BASIC LOCAL SERVICE

DAYS NOTICE TO ALL SUBSCRIBERS.

THE PSC MAY ONLY REVIEW BASIC LOCAL gXAfrANCN RATES UPON

RECETPT OF A FORMAL COMPLATNT STGNED R2.5% OF ALL SUBSCRTBERS rT

THE coMpANY I{AS No MORE THAN So,oaozLrNES, oR B% oF ALL SUB5SRTB-
,/

ERS IF THE COMPANY HAS BETI{EEN ,8'6, OOO AND 25O ,ggg LINES. SUCH

COMPLAINTS MUST BE RECEIVErL SIXTY DAYS UPON RECEIPT OF T}IE RATE
}.

CHANGE NOTICE. IF THF,.Pgg FINDS THAT THE COMPLAINT IS VALID, IT
z'

MAY ADJUST THE RATN, BUT MAY NOT SET ANY RATE BEI,OW TfiE ACTUAL

cosr oF PRovrDY{c sERvrcE. THE coMurssroN MAy ALSo oF.DER T1IAT

THE COMPAY]P/RETUND ANY AMOTINTS COLLECTED TI{AT EXCEED THE RATE SET

BY ssIglL.,*^,IF- Tr{A* TES ,



UNLESS TI{E pSC APPRO\IES. THIS PROVISION, }IOWEVER' REVIEW

AND ADJUSTMENT EXPIRES ON AUGUST 31, L99J..31

IN SETTING INTEREXCHANGE RATES, THE LEGIS'TTION MANDATES

RATE AVERAcING ON A STATETIIDE BASIS UNTIL ryfust 31, '1-991 UNLESS

THE PSC ORDERS OTHERWISE. TI{E COMPANY AI,I,OW VOLUMU DISCOUNTS

OR OTHER DISCOUNTS THAT I{AVA A REA E RUSTNESS PURPOSE.4/

THE COI'IMISSION RETAINS JURIS
'ctron ovER QUALTTY OF SERVTCE 

'

DEPOSITS AND DISCONNECTIONS. 5

THE NEBRASKA LBGISLA',{ON WAS SCHEDULED TO BECOME EFFECTIVE

I{EBRASKA PUBLIC

IMPLEI,IENTATION ON

SUIT 1VAS DECIDED

ON JANUARY 1, 1987. ER, AS YOU KNOW THE

SERVICE COMMISS T.ILED A LAWSUIT TO gALT ITS

CONSTITUTI GROUNDS. IN MARCH OF 1987, THE

AGAINS coMMISSIoNANDTHELEGISI,ATTONI{ASBEENIMpLEIIiIENTED.

R, A FURTHER APPEAL I{AS BEEN FILFJD WITI{ TIIE NEBRASKA

SINCE THE LEGISI,ATION TOOK EFFECT, ONE INDEPENDENT COMPANY

HAS INCREASED ITS RATES 75OTO AND OVER 3OO COMPLAINTS I{AVE BEAN

TILED. THE COMMISSION HAS SCHEDULEI] A F,EVIEW, RUT THE STANDARD

t€Cr{uQrrrtul
FOR REVIEW HAS BEENfCHANGEd FROM "FAIR, JUST AND REASONABLE

RATES" TO "TAIR, JUST, REASONABI,E AIVD BEI'OW ACTUAL COST RATES ' ''

SINCE THE COST OF PROVIDING SERVICE IN NEBRASKA IS RELATIVELY

HIGH, TELEPHONE RATES CAN INCREASE ON AN ACCELEF'ATED BASIS AND

STILL BE BEI,OW ACTTJAL COST.



. THE TELECOMMUNICATIONS LEGISLATION IN COLORADO

oN INDEFINITE HOLD. THE BILL, HB 1336, IrAD BEEN pA

IIAS BEEN PUT

BY TI{E
HOUSE, BUT IN A FORM THAT WAS NOT ACCEPTABLE TS PROPONENT,

MOUNTAIN BELL. THE BILL HAD BEEN AMENDE GIVE THE PUC TITE

AUTHORITY TO DEREGUI,ATE IN AREAS TEI,BPIIONE COMPANIES PROVE

TIIAT THEY ARE FACED WITH ION. TITE ORIGINAL RILL PROPOSE"D

BY MOUNTAIN BELL WOULD FREED THE COMPANY FROM REGIILATION IN
ALL AREAS, EXCEPT SOIIIE OVERSIGHT IN THE AREA oF BASIC LocAL
SERVICE. AIN BELL IS HOPEFUL OF ANOTFER I{EARING ON THE

I{AS INDICATED AN UNWILLINGNESS TO MAKE ANY ADDITIONAL

IN IDAHO, THE GOVENOB

IIIS VNTO WAS SUSTAINED BY

SALVAGE THE LEGISI,ATTON, A

VETOED DEREGUI,ATO iISLATION AND

A Ii,fERE TWO . IN AN EFFORT TO

ILL I{AS BEEN PROPOSED N'I{ICH
DEI,ETES THE CO AL RATE STABILITY CLAUSE. UNDER THIS
CLAUSE, WOULD IIAVE NO AUTHORITY OVER INCREASES OI' LESS

.OO PER MONTH OVER A CONSECUTI\TE 1z-MONTH PERIOD.II
FINALLY, THE CITIZENS OF ARIZONA PROPOSITION 1OO, A

CONSTITUTIONAL AMENDMENT WHI LD HAVE GRANTED TIIE STATE
CORPORATION COMMISS UTHORITY TO DEREGULATE TEI,ECOMMUIIICATIONS

SERVICES E LEGISLATURE TIIE AUTHORITY To SPECIFY TIIE COI/IMIS-
SIO.FS REGULATORY JURISDICTION OVER THESE SAME SERVICES.S/

TI{E PROBLEM WITH THE LEGISLATIVE MODI] OF DEREGULATION IS
THAT IT TAKES THE DECISION A1TAY FF,OM THE PEOPLE BEST QUAI,IFIED TO

CoMPROMTSES, 6/



n4( r

MAKEIT.FURTI{ER.,INTHOSEJURISDICTIONSTIIATWEHAVEBEENdNTi

MONITORING DEREGULATION HAS BEEN IMPLEIVTENTED ON A FLASI{-CUT ffiPE '

I AM NoT oPPoSED To DEREGULATION. I, Too, AI\,1 AN AMERICAN

AND THERET'ORE BELIEVE IN FREE MARKET FORCES ' I{OWEVER ' I BELIEVE

SUCH GOVERNMENTAL ACTION MUST BE JUSTIFIED' I BELIEVE THAT IT

MUST BE SIIOWN THAT DEREGULATION WILL IMPROVE THE OVERALL STATE OF

TELECOMMUNICATIONS, THAT IT WILL RESULT IN EIIICIENCIES', TECHNO-

LOGICAI, INNOVATIONS , SUSTAINT,D PRICE REDUCTIONS AND THAT ' GENER-

ALLY, THE BENEFITS IIILL EXCEED THE RISKS BY SOME APPRECIABLE

AMOU}I'I. I ALSO BELIEVE TI{AT DEREGULATION SHOULD PROCEED SLOWLY '

CAUTIOUSLY, ON A SERVICE-BY-ST]RVICE BASIS, AND ONLY AFTER A CLEAR

SfiOWING TI{AT IT IS IN THE BEST INTERESTS OI' TgE COI{PANY AND ITS

RATEPAYERS. FURTHER, I FIRMLY BELIEVE THAT DEREGULATION IS NOT

ALWAYS THE ANSWER. FLEXIBLE PRICING IS A VIABLE ALTERNATIVE'

THE DISTRICT OF COLUMBIA IS SIGNITICANTI'Y DIFFERENT FROM

OTHER REGULATORY JURISDICTIONS. l[E HAVE ONLY ONE LATA' IIE IIAVE

NO INTRASTATE I,ONG DISTANCE. WE IIAVE A HIGI{ PERCENTAGE OF LOW

INCOI\E IIOUSEIIOLDS. BBCAUSE OF OUR SMALL GEOGRAPIIIC CONFIGURATION
crfllQ t{S

AI.IDTl{EHIGI{POLITICALINVOLVEMENTOFOURRiiSIDE+lTs'THED'C'

COMMISSION CONDUCTS ITS BUSINESS IN A ''FTSH BOWL'' ENVIRONI{ENT'

MANY SEGMENTS OF OUR COMMUNITY REGULARLY VOICE THEIR OPINION AND

OUR ACTIVITIES ARE PR,OMINENTLY FEATURED IN THH NEIfS MEDIA'

UNLIKE }IANY JURISDICTIONS, OUR LEGISLATORS PRIDE THEMSELVES AS

BEING STRONGLY CONSUIiIER ORIENTED AND VIEW THE ROLE OF TI{E

CoNSUMER ADVOCATE AS ITS APpOINTED IIITVATCIIDOG" ovER COIIIVIISSION

ACTIVITIES.



BASED ON THESE FACTORS IT IS NOT DII'FICULT TO UNDERSTAND TTI{Y OUR

JURTSDTCTTON I{AS NOT SEEN A GREAT DEAL OF DEREGULAT0fif ACTrVrry.

IN FACT, THE ISSUE HAS ONLY ARISEN ON T'![O OCCASIONS. TI{E FIRST

BEING CENTREX SERVICE.

CENTREX

CENTREX SERVICE IS A MATTER OF EXTREME IMPORTANCE IN TIIE

DISTRICT OF COLITfBIA. AS OF AUGUST 1.987, C&P IIAD 308,602 CENTREX

MAINSTATION LINES IN SERVICE. TTIESE CENTREX LINES ACCOUNT FOR

42% AF C&P'S INTRASTATE REVENUES. THIS LARGE DEPENDENCE ON

CENTREX REVENUES BY C&P IS IINIQUE AMONG I,OCAL EXCHANGE CARRIERS.

IN 1984, C&P FILED AN APPLICATION WITH OUR COMMISSION TO

REVISE ITS CENTREX TARIFF, ALLEGING THAT COMPETITION FROM PBX

SYSTEMS I{AD INCREASED DRASTICALLY AND THAT IF THE COMPANY CONTIN-

UED TO OFFER CENTREX AT CURRENT RATES, PBX WOULD REPLACE AT,L BUT

T6.6% OF TIIE LINES IN SERVICE BY 1989. THE COMPAIT PROPOSED TO

CONTINUE ITS PRESENT RATE STABILITY PLAN AND INSTITUTE A NEIT

PLAN, WHICH CONTAINED A TI{REE YEAR CONTRACT LIFE AND SUBSTANTIAL

pRICING REVISIONS, RANGTNG FROM REDUCTIONS oF 10% To g17o. c&P

ALSO pROpOSED TO TMPLEMENT A FULL CALC CREDTT OF $2.00 TO ENSURE

CONTINUED COMPARABILITY 'IVITH PBX SYSTEMS.

THE OFFICE OF TI{E PEOPLEIS COUNSEL ARGUED TEAT TI{E COMII{IS-

SION SI{OULD, TN BSSENCE, DEREGULATE CtrNTREX, AND INSTEAD IMPUT A
|lttrt .

SPECIFIC REVENUE REQI]IREMENT TO TI{E SERVICE CATEGORY.' ET. I
r1(N6r1 D(ftlt[ {tt*ttrt il((trr,ttrrrrt se ttiltrt.

flt6



EVEN TIIOUGH WE FOUND THAT THE EVIDENCE WARRANTED GIVING

CNNTREX SPECIAL REGULATORY TREATMENT, WX REJECTED THE PROPOSAL TO

CREATE A SEPARATE CENTREX REVENUE REQUIREMENT CATEGORY. WE WERE

NOT PREPARED TO DEREGULATE AND TITUS RELINQUISH REGULATORY AUTHOR-

ITY OVER A SERVICE WHICE UTILIZED SUCH A SUBSTANTIAL PORTION OF

qOMilION CENTRAL OFFICE T'ACILITIES AND CUTSIDE PLANT.
tlArrtt\

IIOWEVER, THE COMMISSION KNEIV THAT IN ORDER T'OR CENTREX TO REMAIN

VIABLE OVER THE LONG TERM, TI{E COI\iIPANY HAD TO BE ABLE TO OFT"ER

THE SERVICE IN A IvIANNER WHICH WOULD ALLOVf IT COMPETE EFFECTMLY

WITH PBX. lVE ALSO KNEW THAT APPLYING TRADITIONAL RATEMAKING

PROCEDURES TO CENTREX HAD BECOIvIE pROBLEI\,IATIC IN TI{AT THREE

PROCEEDINGS IIAD BEEN INSTITI]TXD BY TffE COMPANY IN THE I,AST FOUR

YEARS IN AN EFFORT TO DEVELOP NEW 1TIAYS TO ASSURE CENTREX SURVIVAL

IN THE NEW COMPETITIVE ENVIRONMENT.
A0{tQor}t

IN ORDER TO RBMEDY THIS SITUATION, WE OPENED A/IDOCKET TO

CONSIDER WHAT SPECIFIC CIIANGES WERE NECESSARY. THE PARTIES

AGREED THAT SOME SPECIAL REGULATORY TREATMENT WAS APPROPRIATE,

BUT DIFFERED AS TO VfHAT THAT TREATMENT SHOULD BE. THE OPTIONS

AVAILABLE WERE: 1) FLEXIBLE REGIILATION, 2) DETARIFFING AND 3)

DEREGULATION.
ts \ct tilde tt(tLuterrd sl$

C8IPNOPTED FOR T'LEXIBILITY AND PROPOSED T}iREE NEW TARIFF

OFFERINGS: 1) THE INDIVIDUAL CASE BASIS (ICB) TARIFF; 2) TIIE

}.ACILITIES RASED TARIFF (TBT) AND 3) THE BUSINESS PAK TARIFF

(BPT).

THE ICB TARIFF IN PARTICULAR AFFORDED C&P ALUIOST TOTAL

REGULATORY FLEXTBILITY FOR LARGE CBNTREX CTTSTOMERS BY ENABI,ING IT



TO ENTER INTO BINDING CONTRACTS WITI{ INDIVIDUAI, CUSTOMERS PRIOR

TO EXPI,ICIT APPROVAL FROIU THE PSC. T}IE CONTRACT WOULD BE DE-

SIGNED TO MEET THE SPECIFIC NEEDS OF A PARTICULAR CUSTOMER.

TURTHER, C&P AGREED THAT TO TI{E EXTENT WE FOUND THAT AN ICB RATE

\[AS SET BEI,OW COST, TI{E COMPANY IfOULD NOT INCLUDE THE S}TORTFALL

IN ITS REVENUE REQUIREI,fENT IN ANY FUTURE RATE CASE. IN EFFECT,

C&P WOULD ALLOCATE THAT SHORTFALI, TO ITS SHAREflOLDERS.

THEREFORE, WE DIRECTED C&P TO DEVBLOP AN EMB TOF

SERVICE STUDY WHICH IVOULD ALLOW US TO D W'HETHAR REVENUE

DEFICIENCIES HAD OCCURRED. IRE'D THE COMPANY TO IDENTITY

CENTREX INVESTMENT AND REVENUES IN SUCE A MANNER THAT THE

RMINE WSETHER CENTREX WAS COVERING ALL OF TEE COSTS

OT PROVIDING TIIE SERVICE.

THE BUSTNESS pAK TARTFF (BPT)

THE BPT IS APPLICABLE TO CENTREX SYSTEMS REQUIRING FROM 2 TO

30 I,INES. TIIE BPT IS A NON-STABLIZED OFFERING WI X MONTH

REVENUE GUARANTEE. EXCHANGE ACCESS AND COMPONENTS ARE

OFFERED AS A COMPLETE SERVICE. TEATUR,E WAS DESIGNE.D TO

TRULY ARE INTERESTED

RATE REDUCTION IN

LINES, DUE TO THE

ENSURE THAT SMALI., CU ORDERING CENTREX

IN CENTREX FE , RATIIER THAN AN EFFECTIVE

THE PR OF LINES USED AS ORDINARY BUSINESS

CATION OF THE PROPOSED SLC CREDIT.

THE FACILITIES BASED TARIFF (FBT)



THE FBT IS TARGETED AT SMA

DO NOT RAVE SP

{ht'rnttt
C&P ABOfXTED AN INNOVATIVE

ftt0
MARKETING OF CENTBEX,I\INTCI{ TI{E

M SIZED CUSTOMERS WHO

SRRVICE RBQUTREII,IENTS .

AND COMPETITIVE APPROACH IN ITS
frtut'l rvtlt({f,tr 1yt CrlsfiD$l

COMMI SSION FUffi?-SBPtrOiff,D .
0v

tlpltnttu tsP fn fltf Sfia-.

THE SECOND AREA WHERE THE OUESTION OF DEREGULATION HAS

0tuttuttl ntt
ARISEN CONCERNS PROPOSED LEGISLATION WI{ICH lfAS Dfg€U€€fiD BY OS*

'f..T,ocAT, TELEPHONE CoMPANY, C&P, BUT TI{US FAR HAS NOT BEEN FORMALLY
l'( '

SUBMITTED FOR CONSIDERATION TO THE'CITY COUNCII,.

Attt|[rtttur
cay' nrvrElvrD DEREGULAToRv LEGTsLATToN FRoM orHER srATEs AND

FORMULATED SOME CONCEPTS WI{ICH IT BBLIEVED WOULD IVORK IN THE

DTSTRTCT. KEy AM6NG THESS qERE: {\tt fbttdgl4ql

1. ANY TELEPi{ONE COMPANY PROVIDING SERVICE IN THE

DISTRICT WOULD APPLY TO THE COMMISSION FOR DESIGNATION AS A

COMPETITIVE COMPANY. THE COMMISSION WOULD IIAVE TO GRANT THE

APPLICATION UNI,BSS IT FOUND T]Y CI,EAR AND CONVINCING EVII]ENCE THAT

THE COMPANY WOULD DISCONTINUE THE PROVISION OF BASIC T,OCAL

SERVTCE. (SECTTON 43-1419).

2. ONCE A COMPANY lqAS DECI,ARED COMPETTTIVE, THE

COMMISSION WOUI,D ONI,Y RNGULATE THE }.OLLOI{ING AREAS: BASIC

RT]SIDENTIAL SERVICE, AND BASIC BIJSINESS SERVICE FOR FIVE I,INES OR

LESS. }IOIFEVER, SUCH REGULATION WOULD BE STRICTLY I,IMITE'D BECAUSE

(tqu.b[ rt,Llr&
brnfilhl'r



TI{E PSC IfOULD BE WITHOUT AUTHORITY SO LONG AS THE RATE FOR THESE

SERVICES ITAS NOT INCREASED MORE TI{AN ONCN IN A 12.MONTH PERIOD

AND SUCH INCNEASE DID NOT EXCEED THE MOST BECENT INCREASE IN THE

coNsm,fER pRrcE INDEX. (SECTTON 43-142Arc).

3, THE RATES FOR SFRVICES OTHER THAN BASIC COULD BE

CHANGED AT ANY TIME AND '![OULD BECOME Etr'FECTIVE UPON TEN DAYS

NOTTCE TO Tr{E COMMTSSTON. (SECTTON 43_142A(E).

4. ONCE A COMPANY rrAS BEEN DESIGNATED.COMPETITIVE, IT
d {|G ittflrrfr

WOULD NEGOTIATE IIITH THE CONSUMER ADVOCATEi, OPC, WITH RESPECT TO

THE TERMS AND CONDITIONS UNDER \THICE BASIC SERVICE RATES \,fOULD BE

CHANGED. SUCH AGREEMENT \{OULD BE VALID FOR A FIXED TERM WHICH

IIOULD NOT EXCEED FIVE YEARS. THE AGREEMENT WOT]I,D BE SUBMITTED TO
rrht0 lt{u( O

THE PSC FOR ITS APPROVAL. THE PSC I,{U#T APPROVE IT AFTER A

I{EARING UNLESS THERE WAS CLEAR AND CONVINCING EVIDENCE THAT THE

COMPANY WOULD NOT CONTINIIE TO PROVIDE BASIC LOCAL SERVICE.

(SECTION 43-L42L). ONCE SUCH AN AGREEMENT I{AD BEEN APPROVED, THE

PSC WOULD NO LONGER REGTJI,ATE THESE SERVIC}IS. (SECTION

43-1,420(C).

FINALLY, THE PROPOSED I,EGISLATION CONTAINBD A PF,OVISION

WHICH EtrEMPTED THE D.C. GOVERNMENT FROM COMPLYING WITH TARIFFS OR

AGREEMENTS WHICI{ WERE APPROVED BY THE COMMISSION. RATHER, TITE

D.C. GOVERNIIENT 1{AS GIVEN THE OPTION OF NEGOTIATING DIRECTLY \TITH

TI{E COMPANY.

THUS, THE COMMISSION WOULD HAVE LIMITED F,EGUT,ATION OF BASIC

SERVICE UNTIL TI{E COMPANY NEGOTIATED AN AGREEMENT WITH OPC.

10



THEN, THE COMMISSION WOULD I{AVE NO REGIJLATORY AUTHORITY. FUR.

THER, THERE WAS LANGUAGE WHICH IfOULD PROHIBIT ANY RESTRICTIONS ON

THE I,TNES OF BT]SINESS THE COMPANY COULD ENTEB AND WHICI{ PROHIBIT.

ED THE IMPOSITION OF A SEPARATE SUBSIDIARY REQI]IREMENT.

EVEN THOUGH TI{E LEGISI,ATIVE PROPOSAL OT C&P HAS NOT BEEN

ACTIVBLY PUBSITED, IT POSES, IN MY OPINION, SEVERAL PROBLEMS. FOR

EXAMPLE, COULD OR SIIOULD A SINGLE PROVIDER IN A GIVEN SERVICE

AREA BE DECLARED COMPETITIVE? WHY WAS TI{ERE NO RE-REGULATION

PROVISION, IF TflE NEED SIIOULD ARISE? WHY WAS THE COMIVTISSION

PLACED IN THE POSITION OF }IAVING NO CHOICE BUT TO APPRO\TE FILINGS

EXCEPT \{ITHIN VERY NARROW CIRCUMSTANCES W}IICU \IIERE NOT LIKELY TO

ARISB? THY WAS A LARGE CUSTOMER SUCH AS THE D.C. GOVERNMENT

EXEMPTED, WSILE A LARGER CUSTOI{ER, TI{E FEDERAL GOVERNMENT, WAS

NOT?

THE COMMISSION, RATHER THAN IfAITING FOR LEGISLATIVE EqFORTS,
ort l1S D\^Irt *1 __ __ tt$rrrw{ |

r{AS DECTDED TO rN\TESTIGATE^ffi, tSSUE)O'f- RATE OF RETURN" COMPETI-

TION, FLEXTBLE PRICING AND THE CONCEPT OF RATE CAPS FOR CERTAIN

cusroMEg cLAssEs. Tlrrs woRKrNG Gnoup wrLL TAcKLE THEsE rssurs lhA0 bfllll,l

AND I{OPEFULLY MAKE APPROPRIATE RECOMMENDATIONS THAT WILL ALLOW

OUR COMtrTISSION, WITH THE LEAST AMOUNT OF RATE DISRUPTION, TO

CONTINUE DOWN THE ROAD OF EFFECTIVE TELECOMMUNICATIONS REGIiLA-

TION.

HOWEVER, AS I STATED EAF.LIER, trfE MUST PROCEED CAUTIOUSLY.

IT IS CLEAR TI{AT IN THE DISTRICT OF COLUMBIA, AND I ASSUME IN

11



OTHER JURISDICTIONS AS WELL, THAT LOCAL EXCI{ANGE COMPETITiON IS

NON EXISTBNT, AND NOT LIKELY TO BE IN EXISTENCE IN THE FORSEEABLE

FUTURE. LOCAL SERVICE ALTERNATIVES IN IITE DISTRICT CURRTNTI,Y

EXIST AT SUCH A I,IMITED LEVEL THAT THEY CAN IN NO \[AY BE VIEWED

AS IMPOSING ANY CONSTRAINT UPON C&P'S MARKET POI{ER. FOR EXAMPLN,

TIIERE IS ONLY ONE ALTERNATIVE FIBER NETWORK IN THE DISTRICT AREA

CAPABLE OF PROVIDING CONNECTIONS BETWEEN LONG DISTANCE CARRIERS

AND OUR VERY LARGE TELEPHONE USERS. LIKE OTHER POTENTIAL ALTER.

NATIVE SERVICE PROVIDERS, THIS ENTERPRISE FOCUSES ON SERVING VERY

SPECIALIZED MARKET SEGMENTS. ITS PRESENCE I{AS VIRTUAI,I,Y NO

IMPACT ON THE PROVISION OF LOCAL EXCHANGE SERVICE BY C&P. IT
tci ftrtroD0ES RArsE TnE rssug oF BtrpASS, BUT THAT's ANoTHER pirffi FoR

rQt(c{
ANoTHER qpff{+drr.:-N*1.

FURTIIER, C&P (AS WELL AS THE OTHER BOCS) CAN pROVTDE SERVTCE

OVER ITS EXISTING NET\{ORK AT A LOIfER COST THAN A POTENTIAL

PROVIDER II/HO WOULD BE REQUIRED TO CONSTRUCT WHAT ARE ESSENTIALLY

DUPLICATIVE FACILITIES. IN THE DISTRICT, THE COST ADVANTAGE

ENJOYED BY C&P IS COMPOUNDED BY THE FACT THAT AT PRESENT, THERE

IS SUBSTANTIAL EXCESS LOOP PLANT AVAILABLE TO SERVE NEl[ OR

EXISTING CUSTOI1fENS. THUS, TT IS I{IGIII,Y UNLIKELY THAT AN ALTBRNA-

TIVE SERVICE PROVIDER WOULD COII{PETE WITH C&P FOR THE PROVISIoN oF

I,OCAL SERVICE ON A LARGE SCALE BASIS.

THE D.C. COIITMISSION MADE THIS ARGUMNNT IN ITS RECENT COM-

rirnNrs oN rHE Dor Rnco**r*ffi1"^tt$t 5i}i[r"lTEENE. .TrrDGE GREENE

I2



FOUND OUR ARGUMENT SO PERSUASIVE TI{AT TIE REFERENCED IT IN HIS

FINAL ORDEN.

IN CLOSING, I WOULD LIKE TO SAY THAT OUR CURRENT REGULATORY

sYsrBM !IoRKS WELL. HOWEVER, l\IE MUST CONTTNUE TO RESPOND TO THE

MARKET ENVIRONITENT. REGULATION SI{OULD EVOLVE TO KEEP pACE I.TITH

AND ENCOURAGE TECI{NOI,OGICAL ADVANCES. WE MUST BE I{ILLING TO

QUICKLY RESPOND TO CHANGES IN THE NEEDS OF THE UTILITIES AND

TFEIR CUSTOMERS. EVEN MORE IMPORTANT, WE SHOULD FORSAKE TEE IDEA

THAT REGULATORS AND UTILITIES ARE NATURAL ADVERSARIES. RATHER,

TVE SHOULD T'OSTER AN ENVIRONMENT OF MUTUAL SUPPORT AND COOPERATIVE

EFFORT. WHAT IS INTERESTING IS TI{AT I URGED TI{E SAME MUTUAL

SUPPORT WHEN I RECENTLY ADDRESSED A MEETING OF TI{E NATIONAL

ASSOCIATION OF STATE UTILITY CONSUMER ADVOCATES (NASUCA). I
f*{ft*r (u0*.rr

EMPI{ASTZED TI{AT TITE. REGUI,ATORY ENVIRoNMENT wAs sUcH TIIAT ALL oF

THOSE INVOLVED IN THE PROCESS NEEDED TO POOL THEIR RESOURCES.

OTHSRWISE, LIKE THE BLIND MEN AND TI{E ELEPHANT, WX WILL FAIL TO

SEE TIIE BIG PICTURE AND INSTEAD FOCUS ON OUR OWN POINT OF VIEW TO

THE DETRIMENT OF EVERYONI].

13



PUBLIC SER\IICE COMMISSION
WASHINGTON. D,C

OF THE DISTRICT
20001 eo2\ 626-5100

OF COLUMBIA

Regulation:

MEMORANDUM

DATE:

FROM

SUBJECT

September L7, L9B7
'Chairman patricia M. Worthy

Margo P. Domon
Technical Assistant

Speech entitled "State Telecommunications
Success or Failure?"

Attached is your presentation as panel member atthe Phillips publishing conference entltled "Deregulationor Reguration: state and Federal communications Folicy forthe 1990rs". The conference will be held at the I'lariottcrystal Gateway Hotel in Arrington, Virginia, on Ivronday
September 21, LgB7. your panel will be held from11:00 a.m- 12:30 p.m. aird each panerist wirl speak for15 20 minutes followed by a q,resliott and answer period.


