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seq level7 \h \r0 On December 10, 1999, Puerto Rico Telephone Company, Inc. (PRTC), pursuant to section 1.3 of the Commission’s rules, filed a petition for waiver of section 61.41 of the Commission’s rules, as well as any other provisions that would prevent PRTC from remaining subject to rate-of-return regulation and in the National Exchange Carrier Association (NECA) Common Line Pool (PRTC Petition).
  In its petition, PRTC alternatively requests a limited waiver of section 54.303(a) of the Commission’s rules in order to allow PRTC to continue to receive Long Term Support (LTS)
 for a transitional period, in the event that it is required to convert to price cap regulation.  On February 11, 2000, the Chief of the Competitive Pricing Division (CPD), Common Carrier Bureau extended to July 1, 2000, the date by which PRTC may be required to file an initial price cap tariff, in order to allow the Commission to continue to weigh the merits of PRTC’s petition.
  In this Order, we further extend to July 1, 2001, the deadline by which PRTC may be required to convert to price cap regulation.


2.
PRTC is the incumbent local exchange carrier (LEC) serving Puerto Rico.  It serves more than 1.3 million access lines and provides local exchange, exchange access, intra-island services, and Internet access as a rate-of-return carrier.  On February 12, 1999, we approved an application to transfer control of PRTC to GTE Holdings (Puerto Rico) LLC, a wholly-owned subsidiary of GTE International Telecommunications  Incorporated, which is an affiliate of price cap carriers GTE Telephone Operating Companies (GTOC) and GTE System Telephone Companies (GSTC)(collectively “GTE”).  The transfer was consummated on March 2, 1999.
  As a result of its transfer of control to GTE, PRTC will ultimately be required to convert to price cap regulation, unless we waive section 61.41(c)(2) of our rules.
  In the absence of a waiver, PRTC will also be required, upon its conversion to price cap regulation, to withdraw from the NECA Common Line pool, and will lose any LTS it receives under section 54.303 of our rules.
  PRTC currently receives approximately $89 million in LTS and approximately $40 million in other hold harmless support.


3.
PRTC maintains that a grant of its petition for waiver of section 61.41(c)(2) would serve the public interest in promoting competition and universal service,
 and would be consistent with prior Commission decisions.
  PRTC claims that it lacks the economies of scale of mandatory price cap carriers and that there are no cost shifting and gaming concerns.
  It claims that if it is required to convert to price cap regulation, the resulting loss of LTS will negatively impact competition and universal service in Puerto Rico by forcing PRTC to establish an initial Carrier Common Line Charge (CCLC) that is four times the current NECA pool rate, which is nationally averaged.  PRTC argues that a waiver is also justified because PRTC’s circumstances fundamentally changed upon the Commission’s adoption of the Ninth Report and Order, which did not preserve PRTC’s eligibility for LTS if it converted to price cap regulation.
  PRTC maintains that the public interest would also be served if the Commission, as an alternative to waiver of section 61.41(c)(2), granted PRTC’s request for waiver of section 54.303(a), in order to allow PRTC to continue to receive LTS after converting to price cap regulation.


4.
Several parties submitted responses to PRTC’s Petition.
  Most commenters oppose an unconditional waiver of section 61.41(c)(2).
  Several parties further argue that a comprehensive investigation of PRTC’s costs will be necessary before PRTC converts to price cap regulation because PRTC’s current costs are inflated and PRTC’s initial price cap rates should not be established based on such unreasonably high cost levels.
  Commenters generally acknowledge that flash cut elimination of approximately $89 million in LTS will lead to increased rates, and therefore generally support a limited waiver of the Commission’s rules in order to allow PRTC to transitionally receive LTS after its conversion to price cap regulation.


5.
As noted in the PRTC Extension Order, PRTC’s waiver requests raise complex issues regarding local competition, universal service support in Puerto Rico, and operation of the NECA Common Line Pool.  We note that the parties to this proceeding have filed an abundance of cost data and supplemental information regarding these matters.
  For example, AT&T submitted data regarding PRTC’s costs, its calculation of PRTC’s initial rates under price cap regulation, and the financial impact of PRTC’s withdrawal from the NECA pool.
  TLD filed data comparing PRTC’s proposed initial CCL rates under price cap regulation to the rates of other LECs.
  We also note that the CALLS proceeding
 currently before the Commission may have an impact on our decision with respect to PRTC’s petition for waiver.  We must give due consideration to the potential impact the CALLS proceeding may have on PRTC when PRTC converts to price cap regulation.  Furthermore, time constraints preclude us from sufficiently evaluating the parties’ data to determine if an audit or investigation of PRTC is warranted prior to any conversion to price cap regulation.  In light of these various considerations we find that it is appropriate to extend the deadline for PRTC’s conversion to price cap regulation to July 1, 2001 without ruling on the merits of PRTC’s petition.  This will allow us to further review the merits of PRTC’s petition in light of all of the information filed in this proceeding, and in light of other related proceedings currently before the Commission.


6.
Accordingly, IT IS ORDERED, pursuant to sections 4(i)-(j), and 201 of the Communications Act of 1934, as amended, 47 U.S.C. §§ 154(i)-(j), and 201, and section 1.3 of the Commission's rules, 47 C.F.R. § 1.3, that section 61.41(c)(2) of the Commission's rules, 47 C.F.R. §§ 61.41(c)(2), SHALL BE WAIVED to the extent necessary to permit Puerto Rico Telephone Company, Inc. to file its initial price cap tariff and convert to price cap regulation no later than July 1, 2001.
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� 	Petition for Waiver on Behalf of Puerto Rico Telephone Company, Inc. (filed Dec. 10, 1999).


 


� 	LTS is a universal service support mechanism that reduces the amount of loop cost that high cost LECs must recover from IXCs through Carrier Common Line (CCL) charges.  See In the Matter of Federal-State Joint Board on Universal Service, First Report and Order, 12 FCC Rcd 8776, 9164-9165 (1997).





� 	In the Matter of Puerto Rico Telephone Company Petition for Waiver of Section 61.41 or Section 54.303(a) of the Commission’s Rules, CCB/CPD No. 99-36, Order, DA 00-264 (2000)(PRTC Extension Order).  PRTC argued that if it were required to convert to price cap regulation, an extension of time to July 1, 2000 for filing its annual price cap tariff would help provide administrative ease and synchronization of PRTC’s price cap filings with all other annual access tariff filings.  See PRTC Petition at 29-30; see also PRTC Reply at 18-19.





� 	See PRTC Petition at 5.





� 	See 47 C.F.R. § 61.41(c)(2); see also Puerto Rico Telephone Authority, Transferor, and GTE Holdings (Puerto Rico) LLC, Transferee, For Consent to Transfer Control of Licenses and Authorization Held by Puerto Rico Telephone Company and Celulares Telefónica, Inc., Memorandum Opinion and Order, 14 FCC Rcd 3122, 3132 (1999) (PRTC/GTE Order)(“PRTC will be required within 12 months of our approval of this transfer of control to file interstate access tariffs for Puerto Rico using the price cap methodology.”)





� 	See 47 C.F.R. § 54.303(a). See also 47 C.F.R. § 61.41(a)(3); LEC Price Cap Order, 5 FCC Rcd at 6819 (1990).





� 	See PRTC Petition at 25-27.  The Commission has adopted an interim “hold harmless” policy in order to assure that no carrier receives less support, on a per-line basis, than it would have received if the Commission had continued to provide support under the existing high-cost support mechanism.  If a carrier becomes ineligible for high-cost universal service support after January 1, 2000, however, the carrier shall not continue to receive hold harmless support under Part 36 or section 54.303 of our rules.  See In the Matter of Federal-State Joint Board on Universal Service, Ninth Report and Order and Eighteenth Order on Reconsideration, 14 FCC Rcd 20432, 20474-20475 (1999) (Ninth Report and Order).





� 	PRTC Petition at 12-13, 15-16 (Stating that a conversion to price cap regulation and resulting loss of LTS would force PRTC to drastically raise its carrier common line (CCL) rates with negative effects on competition and consumers).  PRTC also claims that its removal from the NECA pool will have a negative impact on those pool members that remain.  See PRTC Petition at 17-18.





� 	PRTC Petition at 18-22.





� 	Id. at 18-25.





� 	PRTC Reply at 16-18. See also Ninth Report and Order, 14 FCC Rcd at 20475 (the Commission stated that it did not “intend for the continuation of high-cost support under Part 36 and section 54.303 as an interim hold-harmless provision, to insulate carriers from changes in their support amounts due to changed circumstances unrelated to the rules” adopted in that Order).





� 	PRTC Petition at 25-28.





� 	See Comments of the Asociacion de Proveedores Competitivos de Telecomunicaciones, Inc. (APCT Comments); AT&T Opposition to PRTC Waiver Petition (AT&T Comments); MCI WorldCom Opposition (MCI WorldCom Comments; NECA Comments; Comments of Sprint (Sprint Comments); Reply Comments of GTE (GTE Reply Comments); NECA Reply Comments; Reply of Puerto Rico Telephone Company, Inc. (PRTC Reply Comments); Reply Comments of Telefonica Larga Distancia de Puerto Rico, Inc. (TLD Reply Comments); Reply Comments of Centennial Cellular Corporation (Centennial Ex Parte).





� 	See APCT Comments at 13; AT&T Comments at 2-10; MCI WorldCom Comments at 1-2; Sprint Comments at 1, 8; Centennial Ex Parte at 1; TLD Reply Comments at 5.





� 	See APCT Comments at 13-16; AT&T Comments at 14-16; MCI WorldCom Comments at 12; Sprint Comments at 8; TLD Reply Comments at 5; Centennial Ex Parte at 2-3.  But see PRTC Reply Comments at 19-20.





� 	See APCT Comments at 13-15; Sprint Comments at 8-9; TLD Reply Comments at 5-6.  But see MCI Comments at 10.





� 	See, e.g., PRTC Petition; AT&T Comments; MCI WorldCom Comments; TLD Reply Comments; PRTC Ex Parte, March 23, 2000; AT&T Ex Parte, April 10, 2000.





� 	AT&T Comments at 13-15, Exhibits C-E; AT&T Ex Parte, April 10, 2000.





� 	TLD Ex Parte, February 3, 2000.





� 	CALLS refers to the Coalition for Affordable Local and Long-Distance Service.  This coalition, which consists of AT&T, Bell Atlantic, BellSouth, GTE, SBC, and Sprint, proposes an integrated universal service and interstate access reform plan that would be elective for price cap incumbent LECs.  See Letter from John T. Nakahata, Counsel to CALLS, to Magalie Roman Salas, Secretary, FCC, July 29, 1999; resubmitted with edits on August 20, 1999 (Original Proposal); Letter from John T. Nakahata, Counsel to CALLS, to Magalie Roman Salas, Secretary, FCC, March 8, 2000 (Modified Proposal).  See also Public Notice, Coalition For Affordable Local and Long Distance Services (CALLS) Modified Proposal, CC Docket No. 96-262, CC Docket No. 94-1, CC Docket No. 99- 249, CC Docket No. 96-45, Pleading Cycle Established, DA 00-533 (rel. March 8, 2000).





� 	This July 1st deadline will still provide for administrative ease and synchronization of any PRTC price cap filings with all other annual access tariff filings, in the event that the Commission does not grant PRTC’s waiver request.









