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In the Matter of an Investigation into the Provision ) Case No. TW-97-333
of Community Optional Calling Service in Missouri. )

SOUTHWESTERN BELL TELEPHONE COMPANY'S
SUGGESTIONS IN OPPOSITION TO APPLICATIONS FOR REHEARING

1. Southwestern Bell Telephone Company opposes the Office of Public Counsel , the
Mid-Missouri Group and the Small Telephone Company Group’s applications for rehearing.
These applications raise no points or issues not previously considered by the Commission.
Accordingly, theses applications should be denied.

2. OPC expresses the concern that the Commission has placed competitive issues above
the telecommunications needs of rural customers. OPC, however, ignores the fact that the
Commission in deciding this case was required to and did balance the needs and interests of all
customers as the industry moves into the competitive environment mandated by the
Telecommunications Act of 1996.

As part of this balancing, the Commission examined the present form of Community
Optional Service (COS) and also considered other possible alternatives such as modifying two-
way COS so that the return calling would be provided by an 800/888 based service; or replacing
the two-way service w.i‘;i;'élone-way or one-way reciprocal service. The Commission correctly
found that the implementation of intral.LATA dialing parity and competition will make the present

1
systems for implementing and providing COS unworkable. For example, it will be difficult if

not impossible to obtain the data necessary to perform the calling studies to determine whether a



proposed COS route meets the community of interest standard. Significant technological and
accounting changes would be necessary to accurately record the traffic. And the entrance of new
competitors into the marketplace would require the development of an increasingly complex
billing processing system and intercompany compensation mechanism.

In addition, the Commission also appropriately examined the present take rate for COS in
its deliberations. While OPC criticizes the Commission for eliminating COS “based on a low
take rate,”! OPC’s criticism is misplaced. Apparently focusing on the Commission’s citation of
record evidence that only one-half of one percent of all telecommunications customers in
Missouri avail themselves of COS, OPC states this statistic is not a relevant indicator of the
importance of COS to rural customers. OPC is wrong. The lack of interest in COS among
Missouri customers as a whole in purchasing COS is relevant as an indication of the value of the
service. Moreover, it is not the only or even primary statistic on which the Commission focused.
Rather, the Commission trained its attention on the customer take rate on existing COS routes:

The take rate, or percentage of eligible customers who actually subscribe to the

service, varies and overall less than thirteen percent of eligible customers avail

themselves of this service. Such a small take rate brings into question the actual
extent of the community of interest.?

And,

“COS is scarcely used and the number of routes which qualify for COS service
has steadily declined . . . As previously noted, only 13 percent of eligible
customers in all approved COS routes have chosen to subscribe to COS.”?

'OPC’s Application for Rehearing, p. 1.
*Report and Order, p. 7.

*Report and Qrder, p. 13.




Based on the evidence in the record presented by all of the parties, the Commission
appropriately determined that “retaining a mandated service that is not a necessary function of
basic local service is inconsistent with the goal of a more competitive telecommunications
environment.”

3. The Mid-Missouri and Small Telephone Company Groups express the concern that the
Report and Order fails to address what action must be taken to ensure revenue neutrality to
carriers from the elimination of COS. They state that unless some provision is made to preserve
revenue neutrality prior to elimination of the service, company revenues will be eliminated or
reduced and will result in an unconstitutional taking unless those financial impacts are
considered.” Southwestern Bell notes that the Commission’s Report and Order does not deny
revenue neutrality for any company. The Order does not prohibit any company that believes
itself to be aggrieved from the elimination of COS to make a filing with the Commission to
achicve revenue neutrality on a company specific basis.

While certainly not grounds requiring the Commission to change any aspect of its
decision in this case, the Commission may want to issue  clarification to its Report and Order
that would expressly allow any company believing itself to be financially harmed by the decision
to eliminate COS to make a filing with the Commission permitting the company to achieve
revenue neutrality.

4. The Mid-Missouri and Small Telephone Company Groups also complain that the

Commission used an unauthorized and unlawful procedure in issuing its Report and Order. The

‘Report and Order, p. 11.
*Mid-Mo App. at p. 2; STCG App. at p. 7.
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focus of this complaint appears to be based on their confusion with the Commission’s
designation of this docket as a “working” or “W” case and their concern that they may have been
deprived of procedural rights ordinarily accorded in traditional contested case. Neither,
however, has cited any procedural deficiency or identified how their procedural rights were
prejudiced.

While the Commission established this case as a “W” case to inquire into policy matters,
it did not ignore the requirements of due process. Other than the case designation and a certain
liberalization of its rules designed to encourage broader participation in the docket (e.g.,
permitting parties to appear and participate without counsel), there was little to procedurally
differentiate it from a traditional contested case. Here, adequate notice of the docket was given.
In fact, to ensure extensive dissemination of the notice, the Commission directed it be sent to
every certificated local exchange company and interexchange carrief in the state, to all members
of the Missouri General Assembly, and to all newspapers in the state. The Commission
established a traditional procedural schedule that called for the filing of direct, rebuttal and
surrebuttal testimony; and a hearing that permitted parties to make opening statements, present
evidence, and confront and cross examine opposing witnesses. The Commission also provided
for parties to file initial and reply briefs. And its order contained a ten page of findings of fact
section and a conclusion of law section. The Commission’s designation of this docket as a “W”
simply did not have any negative impacts on the parties’ procedural rights.

WHEREFORE, Southwestern Bell respectfully requests the Commission to deny OPC’s

and the Mid-Missouri and Small Telephone Company Groups’ applications for rehearing.
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