MEMORANDUM
To:

Ben Sanborn
From:

Chris Simpson

Subject:
Staff Response to Draft Template 
Date:

December 5, 2006

I.
INTRODUCTION

On November 16, 2006, the Commission staff met with representatives of TAM and the OPA to discuss the TAM’s draft Template.  During the November 16th meeting, I agreed to provide you with staff’s proposed edits to the draft Template and a summary of staff’s position on how the Template could be implemented.  During the November 16th meeting, you asked me to check with the Commissioners about the timing and scope of the pending detariffing inquiry and soon-to-be-initiated detariffing rulemaking proceeding.  The purposes of this memo are to provide the input you requested and to propose a schedule for finalizing the Template and the drafting of our report to the Utilities and Energy Committee.  
Before discussing the specific changes reflected in the attached document, I wanted to state staff’s view that the Template would provide a model for TAM members to obtain pricing flexibility, but should not preclude alternative efforts by individual TAM members to obtain Commission approval of their specific pricing flexibility needs.  Staff recognizes that the circumstances and needs of individual TAM members may vary considerably and that a one-size-fits-all approach may not work for all TAM members.  Thus, staff views the Template as a useful vehicle for obtaining pricing flexibility.  However, staff stands ready to work with TAM members to explore additional vehicles that are more tailored to the specific needs of an individual TAM member. 
II.
PROPOSED EDITS TO DRAFT TEMPLATE AND COMMENTS

You sent me TAM’s proposed Template on October 4th.  Attached is a modified version of your October 4th draft that includes staff’s proposed edits.  During the November 16th meeting, Bill Black offered some additional editorial suggestions regarding the October 4th draft.  My notes regarding Bill’s proposed changes are not clear and I have therefore not attempted to include Bill’s edits in the attached draft.  I welcome Bill and Wayne to add their proposed changes to the attached draft for further discussion.
A. Detariffing  
During the November 16th meeting, staff indicated that it could not 
support those aspects of the Template that would provide for detariffing of services provided by TAM members.  Staff gave two basic reasons for its position.  First, staff noted that TAM has indicated the purpose of the Template is to provide TAM members with the pricing flexibility they need to effectively compete.  Staff noted that, in its opinion, TAM members do not need detariffing to compete.  To support this position staff notes that the Pine Tree/ Saco River stipulation, upon which the Template is based, appears to be working satisfactorily and does not include detariffing.  Staff’s second major reason for rejecting the detariffing language in the Template is that the Commission is dealing with detariffing on global basis in an upcoming rulemaking and that staff does not think it is efficient to address detariffing issues on a piecemeal basis as proposed by TAM’s draft Template.
In response to the position stated by staff during the November 16th 

meeting, you asked staff to check with the Commissioners about two issues relating to detariffing.  Staff met with the Commissioners to discuss these issues on November 17th, November 21st and November 22nd.  Your first question was whether the Commissioners wanted to address detariffing for rural telephone companies in the context of the Template.  The Commissioners’ answer is that they believe the most effective way to address detariffing issues is on a comprehensive basis in the detariffing rulemaking that will be initiated before the end of the year.  Therefore, the place where TAM should make its case for detariffing rural telephone companies is in the detariffing rulemaking and not in the context of the Template. Your second question was whether the Commission should delay the detariffing rulemaking until after it has received additional input on that topic from the Legislature.  The Commissioners’ answer is that while they are always receptive to guidance from the Legislature, the Commissioners believe they have had sufficient guidance from the Legislature to proceed with the detariffing rulemaking on its current schedule.


Based on the foregoing, the attached draft which reflects staff’s proposed edits to TAM’s Template, has removed all detariffing language from the original document. 

B. Definitions

As I read the October 4th Template, it occurred to me that the 
document would benefit from a definitions section.  By adding definitions, I hope to eliminate surprises and help ensure that everyone has the same understanding of what the provisions of the Template mean.  I have included some terms and preliminary definitions in the attached draft.  If you agree that a definitions section is a good idea, let’s work together to come up with the needed definitions.
C. Purpose

I also think it would be helpful to define the purpose of the 
Template.  Many people have been working on the Template and some may have different ideas about what we are doing and why.  Defining the purpose will help guarantee that we have a shared understanding about what the document is intended to do.  It should also make it easier for us to present the document to the Utilities and Energy Committee and to put the document into practice.  Because the Template is your concept, I think it makes sense for you to take the first crack at drafting this section.  However, staff would like the statement of purpose to explicitly articulate that the Template is intended to provide a vehicle for pricing flexibility and is not intended to accomplish deregulation, a waiver of Commission rules, an amendment to existing law or detariffing.
D. Process

I propose we add a third new section to the Template that outlines 
the process associated with a TAM member obtaining pricing flexibility pursuant to the Template.  As with the inclusion of a definitions section, the addition of a process section should help to make sure we are all on the same page about how we envision this vehicle working.  I have included a brief summary of how the staff envisions the process working.  I welcome your input on whether you think the inclusion of a process section is a good idea and, if so, how we should articulate the procedural steps in the Template. 
E. Other Changes

In addition to the three new sections discussed above, I propose 

the following changes to your October 4th draft that are reflected in the attached draft.

· I have changed the name of the document to “Template for a Pricing Flexibility Plan” because I think that better describes my understanding of what the Template is intended to accomplish.  I have also used the label “Pricing Flexibility Plan” throughout the document.

· I have moved subsection 1(A) from your October 4th draft to the definitions section.  

· I have inserted a reference to “tariffed rates” in subsection 4(A).  As noted above, I have removed text from your October 4th draft that would have provided for detariffing.

· I have used the phrase “Price Cap” in subsection 4(A) and in the reference to Attachment A because that was the label used in the Pine Tree/Saco River stipulation.

· I have included the phrase “other interested parties, if any” in the procedural steps and subsection 4(B) to allow for the fact that there may be an intervenor in a pricing flexibility plan docket. 

· Subsection 4(B) discusses Attachment B which defines exogenous events.  I have added a sentence to this subsection to clarify that this definition should not become boilerplate and should instead reflect the circumstances of the particular applicant and be negotiated on a case-by-case basis.  

· Staff would like you to consider whether you want to add language to subsection 4(B) that, in the absence of unanimous support for an amendment to an existing pricing flexibility plan, would allow an individual party to petition the Commission for an amendment to the plan.  
· I have added a provision to subsection 4(D) that would require the Company to file term sheets for individualized special rate plans.  The new text makes it clear that the term sheets are for the Commission’s records and are not subject to Commission approval.  
· I have added subsection 5(B) and text to what is now subsection 5(C) that track the corresponding text in the Pine Tree/Saco River stipulation.  

· I have added a parenthetical reference to subsection 5(C) that is asks whether you intend this section to refer only to residential customers.  It appears that subsection 4(D) addresses special rate plans for business customers.  

· I have added the phrase “or any other Commission proceeding” to section 5. 

· In addition to the above changes, I have made several wordsmithing edits to improve the readability of the document.  I would be happy to discuss any of these changes with you.

III.
ADDITIONAL INFORMATION FOR REPORT
By letter dated January 23, 2006, the U&E Committee Chairs sent the Commission a letter in which they noted that they


are writing on behalf of the committee to request the PUC to 

convene a small group of interested persons for the following purposes:

· To review and discuss the current process that exists 

for establishing an AFOR and how that process impacts small, rural telephone companies, and

· To evaluate options for streamlining and simplifying the process for a rural telephone company to adopt an AFOR, including

· Opportunities to streamline the rate review and evaluation process, including the potential for a two-tier (short-term and long-term) model for rate cases associated with AFOR proceedings, and

· Options for and costs and benefits of developing a standardized AFOR model, or “template,” for rural telephone companies. 

The January 23rd letter asks the Commission to submit a report of the group’s work and policy recommendations to the Committee by January 1, 2007 (January 1st report).

To date, our discussions have focused primarily on drafting a Template (the second and final bullets in the above-quoted excerpt from the January 23rd letter).  Does TAM believe we need to have further discussions about the current AFOR process and its impact on small, rural telephone companies (the first bullet)?  Does TAM have any language regarding this bullet that it would like the Commission to include in its January 1st report?  

Regarding the third bullet from the January 23rd letter, my notes from our initial meeting on this subject indicate that TAM is not sure what the Chairs intended by the reference in the third bullet to a “two-tier (short-term and long-term) model for rate cases associated with AFOR proceedings” and that TAM is not interested in exploring such a two-tiered model in this stakeholder group process.  Are my notes correct?  If not, does TAM have a proposal for a two-tier model that it would like considered by this working group, presumably at some point after our January 1st report has been submitted?  

IV. SCHEDULE AND NEXT STEPS
I propose the following schedule and next steps for the completion of the 
Template and report.

December 5
 
Staff memo and amended Template to TAM and OPA
December 13
TAM and OPA response to staff memo and amended 

Template (with follow-up meeting if needed)
December 20
Draft report to TAM and OPA 

December 28
TAM and OPA response to draft report

January 2

Report to U&E Committee

Attachment

cc:
Rich Kania, PUC

Derek Davidson, PUC

Bill Black, OPA

Wayne Jortner, OPA


Lucia Nixon, OPLA
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