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OPINION AND ORDER

BY THE COMMISSION:



Before the Commission for consideration and disposition are the Exceptions filed on May 3, 2002, by Gary G. Stauffer (Complainant) to the Initial Decision of Administrative Law Judge (ALJ) Debra Paist issued on May 1, 2002.  Verizon Pennsylvania Inc. (Verizon PA) filed Reply Exceptions on May 31, 2002.

History of the Proceeding



On March 1, 2002, the Complainant filed a Formal Complaint against Verizon PA.  He claimed that he had been overcharged for local service because Verizon PA improperly accounted for idle, long-distance equipment as a local service cost. 



Verizon PA filed an Answer and New Matter and a Motion to Dismiss on March 27, 2002.  The Complainant filed an Answer to the Motion to Dismiss on March 30, 2002, and an Answer to the New Matter on April 5, 2002.  



By Initial Decision issued on May 1, 2002, the ALJ granted Verizon PA’s Motion to Dismiss.  
She concluded that under the alternative form of regulation authorized by this Commission pursuant to Chapter 30 of the Public Utility Code (Code), 66 Pa. C.S. §§3001-09, Verizon PA’s local rates were no longer set on the basis of its costs.  Therefore, the Complainant’s allegations regarding long-distance equipment costs were not sufficient to support his claim that he was overcharged.


Exceptions and Reply Exceptions were filed, as noted above.

Discussion



According to the Complainant, the ALJ wrongly interpreted Chapter 30 of the Code.  He maintains that Chapter 30 only allows Verizon PA to change the way it accounts for, and charges off broadband equipment.  The Complainant contends that because his Complaint involves long-distance equipment, not broadband equipment, Chapter 30 is not relevant.  We disagree.



Chapter 30 specifically authorizes local telephone companies to change the method by which they calculate their rates from traditional rate base/rate of return regulation to an alternative form of regulation in order to encourage them to commit to the considerable investment necessary to modernize the telecommunications network.  (66 Pa. C.S. §§3001, 3003(a), 3004(a); see also, Popowsky v. Pa. P.U.C., 706 A.2d 1197 (Pa. 1997)).  Methods allowable under Chapter 30 include the use of any index, formula, rate stability plan, zone of rate freedom, or streamlined form of rate regulation that the Commission determines to be just and reasonable.  66 Pa. C.S. §§3002, 3004(a).  Thus, it is clear that local telephone companies are not limited to merely changing the way they account for broadband equipment.



Because the Complainant alleged that he was being overcharged for local telephone service, it was necessary for the ALJ to examine the method by which Verizon PA sets its local rates.  In In Re Bell Atlantic - Pennsylvania, Inc.’s Petition and Plan for Alternative Form of Regulation Under Chapter 30, Docket No. P-00930715, 82 Pa. P.U.C. 194 (Order entered June 28, 1994), we authorized Verizon PA to set its rates according to an alternative form of regulation authorized by Chapter 30.  Therefore, Chapter 30 was relevant to this proceeding.



It is important to note that Verizon PA has been operating under an approved Chapter 30 Plan from 1994 to the present.  That plan permits Verizon PA to increase or decrease its local service rates based on a price cap or a price stability mechanism (PSM) formula
 so long as the resulting change in revenues is neutral.  As noted by the ALJ, the PSM enabled Verizon PA’s local rates to be set without reference to its costs.  



Furthermore, as appropriately noted by the ALJ, at the time we granted Verizon PA’s Chapter 30 Petition, we deemed that all of Verizon PA’s then-existing rates that were in effect, including its basic local rates, were just and reasonable, pursuant to Section 1301 of the Code, 66 Pa. C.S. §1301.  The period preceding our approval of Verizon PA’s Chapter 30 would have been the proper time for the Complainant to file his 

Complaint since Verizon PA was still operating under traditional rate base/rate of return regulation at that time.  However, since all of Verizon PA’s rate rebalancing filings have been filed in accordance with its approved Chapter 30 alternative regulation plan since 1994, we conclude that the Complainant’s allegations are unsubstantiated and not warranted since the period addressed in the Complaint occurs during the time that Verizon PA’s Chapter 30 alternative regulation plan has been in place.



Finally, we note that Verizon PA has not increased its basic protected local service rates since 1994, because its Chapter 30 Plan provided that such rates would not be subject to PSM increases through December 31, 1999.  We also take administrative notice that Verizon PA’s basic local service rate freeze was subsequently extended until December 31, 2003, by our Global Order entered September 30, 1999.
  In light of the fact that no basic local service rates have been increased from 1996 onward, the period in which the Complainant’s allegations apply, we conclude that the ALJ was correct in dismissing the Complaint as insufficient as to substance.



For the above reasons, we will deny the Exceptions.  In so doing, we note that we are not required to consider expressly or at great length each and every contention raised by a party to our proceedings.  (University of Pennsylvania v. Pa. P.U.C., 485 A.2d 1217, 1222 (Pa. Cmwlth. 1984)).  Accordingly, any exception or argument not specifically addressed herein shall be deemed to have been duly considered and denied without further discussion; THEREFORE,



IT IS ORDERED:



1.
That the Exceptions filed by Gary G. Stauffer are hereby denied.  



2.
That the Initial Decision of Administrative Law Judge Debra Paist is hereby adopted, to the extent that it is consistent with this Opinion and Order.



3.
That the Complaint of Gary G. Stauffer is hereby dismissed.  








BY THE COMMISSION,








James J. McNulty








Secretary

(SEAL)

ORDER ADOPTED:  July 18, 2002

ORDER ENTERED:  July 19, 2002

	�	Under the formula, total annual revenues from noncompetitive services increase or decrease as a result of tariff rate changes based on the annual change in the gross domestic product price index minus a productivity inflation offset of 2.93 percent.  


	�	See, Joint Petition of Nextlink and Joint Petition of Bell Atlantic, Docket Nos. P�00991648 and P-00991649 (September 30, 1999) (Global Order).
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