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BEFORE THE PUBLIC SERVICE COMMISSION Z ZS 5
OF THE STATE OF MISSOURI U5 »

In the Matter of an Investigation into ) l{#":‘l‘“&’q
the Provision of Community Optional ) Case No. TW-97-333
Calling Service in Missouri. )

REPLY BRIEF OF THE
OFFICE OF THE PUBILIC COUNSEL,

The Office of the Public Counsel respectfully suggests to the Commission that
two-way COS should be preserved at this time. The outlook for competition in the rural
areas looks bleak not only for local basic service, but also for any reasonable substitute
service for COS. Many parties in this docket complain that COS is an “artificially
constructed service offering” (MCI at p. 1) and has outlived its effectiveness. (Staff at
p.15). COS is criticized as anti-competitive (MCI at p. 6), insignificant, little used (Staff
at p. 15), no longer viable (Comptel at p. 1), and harmful to customers and the Prime Toll
Carrier’s ability to compete. (Sprint/United at p. 7). GTE urges the Commission to cut
the “Gordian knot” despite the interwoven problems and concerns and just be done with
the issue. (GTE at p.2).

These companies and the Staff have taken a narrow view of the issue. They lock
only to the technical and financial impact to the companies and not the financial and
service parity impact to customers or potential customers of this service. So long as the
knot does not unravel to harm the companies, they are willing to make that cut. The
Commission should consider if the subscribers to COS and the thousands of customers

who regularly call those subscribers consider COS to have outhved its usefulness, is




ineffective, insignificant or harmful. Only the Small Telephone Group and the Mid-
Missouri Group recognize the viewpoint of COS customers and those served by COS.
Public Counsel and these two groups recognize the need for COS as a means for rural
customers to obtain an equivalent calling scope at a price comparable to the urban and
suburban areas.

The Small Telephone Group and Mid Missouri Group properly trace the history of
COS as a means the Commission engineered to compensate for the deficiencies in the
telephone exchangé network designed long ago. Nothing has changed to eliminate these
deficiencies. If anything, the structure of modern society has compounded the deficiencies
so the callings scopes of many exchanges now and in the near future may be even more
inadequate. The Commission devised a solution which now serves 17,000 COS customers
and tens of thousands of parties who call those subscribers. If abolished, the needs of
these customers and the deficiencies of the network will remain without a comparable
solution. The only alternative solution offered is to dilute the current COS prescription or
dump it and let the customers fend for themselves. Many parties suggest competition will
provide a suitable substitute. That competition is not here and appears to be even farther
in the distant future for these areas served by COS.

In the hearings and in the briefs, the companies and Staff state that it is unfair for
such a small number of customers to benefit from this service. Although 17,000
customers subscribe, thousands more benefit from it by being able to call the subscribers

without incurring toll charges. However, the usefulness, effectiveness or benefit is not




strictly measured by subscriber numbers. A review of the highly confidential reports of
COS messages filed as late exhibits in this docket are quite revealing of the importance of
COS to the rural communities. Subscribers to whom area residents can call toll free and
without undue cost include: County hospitals, medical centers, medical clinics, doctor
offices, ambulance services, emergency services, community health agencies, nursing
homes, fire departments, law enforcement officials, county government offices, county
sheltered workshops, elementary and secondary schools, universities, county libraries,
churches, ministers, local telephone companies, local banks, auto dealers and repairs, and
other businesses which are part of the community. In urban areas, these type of services
are usually in the customer’s normal calling scope.

Mid-Missouri Group correctly sets out how COS poses one of the first problems
for this Commission to integrate traditional universal service principles with competition.
Both federal law and state law makes universal service and competition coequal public
policy goals. Both concepts must be served. The Commission must not give the
competitive considerations more weight than the universal service considerations and
abolish or diminish COS. In addition, advanced technology at affordable prices in the
rural communities advances the value of the entire telecommunications network and
encourages demand which encourages competition. Public Counsel’s suggestion to make
COS part of local basic service and make it eligible for universal service support would go
far to balancing these public policy considerations.

Public Counsel must digress briefly to strongly disagree with a statement in Mid-

Missouri Group’s brief at p. 5, that local service is priced residually so this means that
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local service is priced beneath its cost. There is no evidence or cost study produced in this
state which supports that bald assertion. This is stated often, but without proof and
without a rational basis. There is no evidence that pricing local service residually results in
prices below cost; in fact, the local loop and many of the elements by which local service is
provided also provides all other services. The entire cost of the local loop and facilities
should not be allocated solely to local service, but should be considered joint and common
costs of all telecommunications services. Public Counsel believes that the Commission
should not blindly buy into the myth that local service is priced below cost and is
subsidized.

In conclusion, Public Counsel urges the Commission to maintain two way COS
until competition brings to the consumer a suitable substitute at a comparable price.

Respectfully submitted,
OFFICE OF THE PUBLIC COUNSEL
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Michael F. Dandino (Bar No. 24590)
Senior Public Counsel

P. O. Box 7800

Jefferson City, MO 65102
Telephone: (573) 751-4857
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