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Dear Mr. Roberts: 

Enclosed for filing in the above-referenced case, please find the original and 8 copies of the 
Office of the Public Counsel’s Motion to Suspend and Request for an Evidentiary Hearing. 
I have on this date mailed, faxed, and/or hand-delivered the appropriate number of copies to 
parties of record. Please “file” stamp the extra-enclosed copy and return it to this office. 

Thank you for your attention to this matter. 

Michael F. Dandino 
Senior Public Counsel 

MFD:kh 

cc: Counsel of Record 
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In the matter of the tariff filing Southwestern 
Bell Telephone Company to change prices on Case No. 
various services. ) Tariff No. 200200843 

OFFICE OF THE PUBLIC COUNSEL’S MOTION TO SUSPEND 
AND REQUEST FOR AN EVIDENTIARY HEARING 

COMES NOW the Office of the Public Counsel (Public Counsel) and moves the 

Missouri Public Service Commission to suspend the proposed rate increases proposed in 

Southwestern Bell Telephone Company’s tariff filing no. 200200843. Public Counsel suggests 

that the Commission should closely examine this first revision of SWBT’s tariffs since the 

Commission’s Report and Order in TO-2001-467, An Investigation into the Status of 

Competition in Southwestern Bell Exchanges. In that decision, the PSC held that certain SWBT 

services in certain exchanges should be classified as competitive services. In some instances, 

SWBT services remained under the price cap restrictions of Section 392.245, RSMo. (Public 

Counsel has asked the circuit court to review this decision in State ex rel. Coffman v. Public 

Service Commission, 02CV323762, Cole County Circuit Court.) With this tariff, SWBT has 

selected a number of services, some under price cap regulation and some classified as 

competitive services, for price changes. Public Counsel believes that it is in the public interest to 

suspend these proposed increased tariff prices and hold an evidentiary hearing on the proposed 

rate increases. 

1. A competitive classification does not remove review of rates from PSC scrutiny. 

Section 392.200. 1, RSMo provides: 



Every telecommunications company shall furnish and provide with respect 
to its business such instrumentalities and facilities as shall be adequate and in all 
respects just and reasonable. All charges made and demanded by any 
telecommunications company for any service rendered or to be rendered in 
connection therewith shall be just and reasonable and not more than allowed 
by law or by order or decision of the commission. Every unjust or unreasonable 
charge made or demanded for any such service or in connection therewith or in 
excess of that allowed by law or by order or decision of the commission is 
prohibited and declared to be unlawful. (Emphasis supplied) 

Section 392.230.3, RSMo 2000, grants the Commission the authority to determine, after 

hearing, the propriety of any rate filed with the Commission by any telecommunications 

company. Section 392.230.6, RSMo 2000, provides that “at any hearing involving a rate 

increased or a rate sought to be increased . . ., the burden of proof to show that the increased rate 

or proposed increased rate is just and reasonable shall be upon the telecommunications 

company.” Unless otherwise specifically provided by statute, the Commission has broad 

jurisdiction over telecommunications services, activities, and rates. In exercising its authority 

under Chapter 392, the Commission must be mindful of Section 392.185, RSMo 2000. Section 

392.185, RSMo, provides in part: 

The provisions of this chapter shall be construed to: 
(4) Ensure that customers pay only reasonable charges for telecommunications 

service; 
*** 

(6) Allow full and fair competition to function as a substitute for regulation when 
consistent with the protection of ratepayers and otherwise consistent with the public 
interest[.] 

In addition to promoting reasonable prices and the protection of ratepayers, that section 

states that the purpose of the chapter is to “permit flexible regulation of competitive 

telecommunications companies and competitive telecommunications services [.]” Section 

392.185(5), RSMo. Additionally, Section 392.200.4(2), RSMo, declares that “it is the intent of 

this act to bring the benefits of competition to all customers [.]” See, In the Matter of the Access 
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Rates to be Charged by Competitive Local Exchange Telecommunications Companies in the 

State of Missouri, Case No. TO-99-596 (June 1, 2000) 

2. For each service that was not reclassified in TO-2001-467 as competitive, Section 

392.245, RSMo. 2000, governs the price increases proposed by Southwestern Bell and sets the 

price cap limits. For nonbasic telecommunications services, Section 392.245 (11) incorporates by 

reference to Section 392.200 the just and reasonable and lawful standard for charges. Section 

392.200.1. While the Commission may not review the prices under the same standards it used for 

cost of service and rate of return regulation (Section 392.245.7 and Section 392.240.1), it still has 

authority under Section 392.200 to generally review rates for justness and reasonableness and 

legality. 

3. Public Counsel objects to the proposed price increases and asks for the suspension 

of the proposed tariffs and for an evidentiary hearing. Public Counsel has made a preliminary 

analysis of the proposed Southwestern Bell rates as set forth in Exhibit A, which is attached 

hereto and incorporated herein by reference. This exhibit identifies the tariff, the service, the 

service description, the current rates, the proposed rates and the increase or decrease proposed 

and the percentage change for those rates and services. 

4. Public Counsel suggests that this Exhibit A shows that in this tariff Southwestern 

Bell has proposed a large number of increased rates with few price reductions. The proposed 

increases raise serious questions about the effectiveness of competition to act as a check and 

balance on prices and how consumer is protected from rate increases in the absence of 

competition that acts to discipline prices. These increases are not just and reasonable in the 

context of the recent competitive designation made by the PSC under Section 392.245 RSMo. 

Increased rates are not the expected result of a competitive designation. SWBT should come 
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forward and demonstrate why, after its claim that all its services have effective competition in 

each and every one of its exchanges, it feels compelled to increase prices as its response to this 

competition. It should explain why after the Commission has recognized the competitive status 

of some of its services, it feels compelled to increase its rates in an effort to win customers from 

its competitor. SWBT should explain why it feels compelled to increase prices under the price 

cap rather than use its ability to lower prices to meet competition under the price cap regulatory 

method. 

5. The proposed rate increases are inconsistent with the intent and purpose of the 

Federal Telecommunications Act of 1996 and S.B. 507 that promised benefits to consumers 

through competition. Competition is supposed to generate lower consumer prices. Price cap 

regulation was designed to give SWBT and other ILECs pricing flexibility to meet competition. 

However, the ever increasing prices proposed in this tariff offering demonstrate either (1) that 

the evidence submitted to show competition for those services was unreliable, (2) that the 

findings of competition were in error, or (3) that competition in SWBT exchanges has failed to 

provide the anticipated discipline or restraint on prices. No matter what the cause, it indicates a 

major deviation from the expectations Congress and the General Assembly had when the 

legislation was enacted. These increases also appear to be a major deviation from the reasonably 

anticipated pricing decisions that were expected from SWBT. In light of these increases and the 

record in the competitive status investigation case, the time for the Commission to revisit and 

review the situation seems to have arrived much earlier. It may be time to take a look at the 

continued regulation of Southwestern Bell under price caps or under certain forms of competitive 

classification and attempt to reconcile the record, the purpose of price cap regulation, and the 

recent classification of some SWBT services as competitive with the proposed pricing structure. 
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6. In TO-2001-467, the Commission found that Southwestern Bell’s price changes 

made since 1984 were not made as a result of competition and that there was no evidence of the 

specific analysis of the reasons for the price changes. (See, Exhibit 29 in TO-2001-467 for 

SWBT price changes). Prices under the price cap with few exceptions continued to escalate, 

often to the maximum 8%. With the proposed rate increases, in the same manner as the 

Commission found in TO-2001-467 at p. 16, “[T]here is very little evidence that competition has 

had any specific impact on Southwestern Bell’s prices or its product policies, strategies or 

plans.” 

7. The proposed price increases do not reflect “sustainable discipline on prices” that 

the Commission found was instrumental as the key competitive pressure that competition was 

supposed to generate. (TO-200 l-467, pp. 11, 17, and 20). The Commission stated in that case: 

“When considered in the full context of Sections 392.245.5 and 386.020(13), 
“effective competition” as used in subsection 5 of the price cap statute refers to 
competition that is adequate to accomplish the purposes that were previously to 
have been accomplished by the cost floors and maximum prices and, to produce 
the intended or expected results, namely accomplishing the “purposes and 
policies of chapter 392, RSMo, including the reasonableness of rates, as set out in 
section 392.185,” over a sustained period running up to five years into the future. 
As witnesses such as Dr. Aron testified, this means that “effective competition” is 
competition that exerts sustainable discipline on prices and moves them to the 
competitive level of true economic cost.” 

8. Southwestern Bell’s proposed price increases certainly do not reflect any price 

discipline that competitive pressures brought to bear on Southwestern Bell’s price structures. 

Prices under the price cap (with few exceptions) continue to escalate, often reaching the 

maximum 8%. (It seems like reductions are confined to special directory listing service and 

optional vertical or class services which usually have a higher price to cost ratio.) Services 

declared as competitive services in TO-2001-467 now see price increases such as 9%, l0%, 

1l%, 13%, 14%, 16%, 32% and 42%. In TO-2001-467, Southwestern Bell witness Thomas 
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Hughes and other Company witnesses denied knowledge of Southwestern Bell’s plans for rates 

if the Commission granted reclassification as competitive services. (p. 19). It is now abundantly 

clear that Southwestern Bell’s plan was to seek substantial rate increases both for competitive 

services and price capped services. It seems that the Commission’s finding of “competition” has 

little to no effect on lowering prices for the benefit of consumers. It seems that the key benefit of 

price cap regulation is to slow down price hikes. 

9. The proposed tariff nullifies the intended benefits of competition. In utility 

regulation, regulation acts as a substitute for competition to provide (1) the utility with the 

opportunity for a reasonable return and (2) protection for the consumer by ensuring just, 

reasonable, and affordable rates. In the same manner, as the Commission noted at p. 17 of the 

Report and Order in TO-2001-467, “full & fair competition acts as a substitute for regulation by 

exerting discipline on prices and moving these prices toward economic cost.” Southwestern 

Bell’s proposed tariff, directly stemming from the Commission’s Report and Order that loosened 

the reins of regulation, takes unfair advantage of consumers and effectively renounces this 

“regulatory bargain” by increasing rates as soon as price cap protection was lifted. 

10. The Commission should suspend the proposed rate increases to assure itself that 

those proposed rate increases are just and reasonable in light of the findings of the PSC in TO- 

2001-467, the position of SWBT in that case and the evidentiary record. It should also 

investigate whether allowing these proposed rates to become effective is consistent with the 

Commission’s duty to protect customers and the goals of competition to bring better service, 

lower prices, and more options to consumers. It appears that the rate proposals demonstrate a 

serious failure of the competitive system to protect consumers just as the Commission embarks 

on the so-called “relaxed” and reduced regulatory oversight that accompanies competitive 
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classification. It now seems that Southwestern Bell sees the competitive classification as the 

green light to raise rates unfettered by any meaningful review and regulatory oversight. Because 

it appears that competition in Missouri has not provided the checks and balances for prices and 

may not protect consumers either in the short or long run, the PSC should act to fill the gap and 

provide the protection that the market is not providing. It is important that the PSC take up this 

matter now at the very beginning of this march to higher prices. Rate increases made in the 

shadow of the Commission’s recent decision entrusting price discipline to the Missouri 

telecommunications market give consumers little comfort in the future. 

WHEREFORE, Public Counsel asks the Commission to suspend the proposed rate 

increases to assure itself that those proposed rate increases are just and reasonable and consistent 

with the protection of the customers and the goals of competition to bring better service, lower 

prices and more options to consumers. Public Counsel requests an evidentiary hearing. 

Respectfully submitted, 

OFFICE OF THE PUBLIC COUNSEL 
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General Counsel Paul Lane 
Missouri Public Service Commission Southwestern Bell Telephone Company 
P. 0. Box 360 One Bell Center, Room 3520 
Jefferson City, MO 65 102 St. Louis, MO 63101 














































































