BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of an Investigation of the Actual Costs
)

Incurred in Providing Exchange Access Service and
)

the Access Rates to be Charged by Competitive
)
Case No. TR-2001-65
Local Exchange Telecommunications Companies in
)

the State of Missouri.




)

ORDER DIRECTING FILING

This case was established on August 8, 2000, to "investigate all of the issues affecting exchange access service, including particularly the actual costs incurred in providing such service, in order to establish a long-term solution which will result in just and reasonable rates for this service."
  This investigation was established as a follow-up to earlier case, Case No. TO‑99‑596, which was itself an investigation into certain language appearing in Stipulations and Agreements used with competitive local exchange telecommunications companies (CLECs):


Notwithstanding the provisions of §392.500 RSMo (1994), as a condition of certification and competitive classification, CLEC agrees that, unless otherwise ordered by the Commission, CLEC’s originating and terminating access rates will be no greater than the lowest Commission approved corresponding access rates in effect at the date of certification for the large ILEC(s) within whose service areas CLEC seeks authority to provide service.  [FN 3] In this case the relevant access rates are those of Southwestern Bell.

The effect of this language was to cap most CLEC access rates at the level of Southwestern Bell's access rates.  The Commission was concerned that this language might be a barrier to market entry and might be anticompetitive.  Therefore, the Commis​sion opened a case to examine whether the use of this language was in the public interest.

On June 1, 2000, the Commission issued its Report and Order in Case No. TO‑99‑596.  Therein, the Commission concluded that the subject language was indeed both a barrier to market entry and anticompetitive. The Commission determined, further, that a cap on competitive exchange access rates is necessary because, given the present state of the telecommunica​tions industry, "exchange access is a 'bottleneck' service that confers a locational monopoly upon the company providing it."
  However, the record in Case No. TO‑99‑596, which did not include detailed cost data, permitted the Commission only to adopt an interim solution.  That solution was to permit CLECs to set their access rates at the same level as the incumbent local exchange carrier (ILEC) in each exchange:


The Commission finds that the public interest would be best served by reductions in exchange access rates rather than by increases.  However, the present record does not include detailed evidence concerning the actual costs incurred in providing exchange access service. Therefore, the present order is an interim solution addressing only the so-called “standard stipulation” as a barrier to market entry and as a competitive disadvantage to CLECs.  The Commission will establish a separate case in which to examine all of the issues affecting exchange service and to establish a long-term solution which will result in just and reasonable rates for exchange access service.

In the present matter, as a Commission investigation, the Commission's Staff was necessarily assigned primary responsibility to "gather, compile and analyze such information as is necessary and useful, including particularly data concerning the actual costs incurred, to examine all of the issues affecting exchange access service in order to establish a long-term solution which will result in just and reasonable rates for this service[.]"
  Staff was specifically authorized and directed to "select and devise methodologies, engage consultants, and obtain information from other parties to this action."
  As to the scope of this investigation, the Commission stated:


The purpose of this proceeding is “to investigate all of the issues affecting exchange access service, including particularly the actual costs incurred in providing such service, in order to establish a long‑term solution which will result in just and reasonable rates for this service.”  The Commission believes that this statement is clear.  To the extent that access rates are an issue, this case includes that issue.  


Note, however, that the Commission’s intention is simply to investigate all issues.  “Investigate” implies the gathering, compilation and analysis of data, which is exactly what the Commission has directed its Staff to do.  Questions as to the Commission’s authority to modify the access rates of price‑cap regulated ILECs and rate-of-return regulated ILECs are thus premature.  The Commission has not, so far, announced any intention to do those things.

Staff conducted an investigation as directed, obtaining information from the other parties and hiring a consultant to compile and analyze this information.  The consultant's report was filed in the form of direct testimony on July 1, 2002.  Thereafter, the other active parties filed testimony and a hearing was held from September 9, 2002, through September 13, 2002.  The active parties then prepared and filed briefs and reply briefs.

The Commission has reviewed the record made in this matter, including the active parties' written arguments.  In particular, the Commission notes the recommenda​tions made by its Staff for further action:

[T]he first course of action recommended by the Staff is to adopt the Staff’s cost study as an effective method for calculating the actual costs of switched access service for all Missouri carriers.  The second course of action recommended by the Staff is for the Commission to initiate a second phase of this case to determine whether the current switched access rates are just and reasonable, taking into consideration the actual costs incurred, and to explore all possible solutions if the Commission determines that rate adjustments are necessary.  The possible solutions include:  rate adjustments under the existing statutes;  petitioning the Legislature for changes to the statutes that will allow the Commission to further its goals; using the Missouri Universal Service Fund to achieve access charge reform; expanding calling scopes;  and perhaps other solutions not yet explored.  

Before proceeding further, the Commission must have detailed information concerning Staff's proposed second phase and the product expected to result from it.  Accordingly, the Commission will require its Staff to prepare and submit for its consideration a plan for the proposed second phase of this investigation.  This plan must include, in outline form, all further actions that Staff considers necessary or desirable in this matter, a proposed timeline for their completion and an estimate of any costs involved.  The plan must specify the form that Staff's final work product is expected to take and indicate when it is likely to be submitted to the Commission.  Staff shall also explain whether or not (and if not, why not) it is able to revise its methodology to include the alternative cost studies submitted by some of the active parties in addition to the cost studies developed by Staff's consultant.  Finally, Staff must identify in its plan any other pending cases that are necessarily implicated by this investigation.  An example would be any case involving the high cost fund of the Universal Service Fund.

IT IS THEREFORE ORDERED:
1. That the Staff of the Missouri Public Service Commission shall prepare and file a plan as discussed above regarding the proposed second phase of this investigation on or before July 15, 2003.

2. That the parties may file responses to Staff's plan on or before August 15, 2003.

3. That the Staff of the Missouri Public Service Commission shall file a reply to any responses filed as permitted in Ordered Paragraph 2, above, on or before August 29, 2003.

4. That this Order shall become effective on June 26, 2003.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge
(S E A L)

Kevin A. Thompson, Deputy Chief 

Regulatory Law Judge, by delegation 

of authority pursuant to 

Section 386.240, RSMo 2000.

Dated at Jefferson City, Missouri,

on this 16th day of June, 2003.  
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