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REPLY BRIEF OF THE MISSOURI INDEPENDENT TELEPHONE COMPANY
GROUP

COMES NOW the Missouri Independent Telephone Company Group (MITG) and files

its reply briefwith respect to this Commission's investigation into the actual costs ofproviding

access service and the access rates to be charged by CLECs .

Cost Models

The participating LECs are in general agreement that the cost models set forth by Staffdo

not accurately reflect each company's actual costs in providing switched access service .' In

fact, in recognition of these inaccuracies, many of the participating LECs submitted their own

cost studies . Unfortunately, the cost models set forth by Staff will not be very useful in

comparing costs to rates .

This docket has been instructive in demonstrating that no forward looking economic cost

model has been developed to fit every type of telecommunications company. Although the

' See Initial Brief of STCG and Holway et al ., at pp . 17-29 ; Initial BriefofMITG at 4-5, 7-10 ; Initial Briefof
Fidelity at p . 2, Initial Brief of Alltel at pp. 4-8 ; and Initial Brief of Sprint at pp . 2-3 ; Rebuttal Testimony of David
Batch on behalf of SWBT pp. 2-13 .z See also Initial Brief of the Office ofPublic Counsel at p . 1 . Sprint urges the Commission to use a forward looking
economic cost model using the FCC's definition ofTSLRIC from the Local Competition Order . The MITG would
point out that the Local Competition Order pertains to local traffic, not the intrastate interexchange traffic to which
the access costs in this case relate . The MITG concurs with the STCG's statements pertaining to "The FCC and the
Missouri Commission have rejected the use of forward looking cost models for small rural companies at this time"
at pp . 11-13 oftheir Initial Brief. Before utilizing a forward looking economic cost model for small rural companies,
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MITG believes the Commission's initial intent was to perform a uniform cost study of the actual

access costs of all LECS, such a study has not been presented to this Commission. Many ofthe

telephone companies, including the MITG, agree that the Commission can follow the FCC's

approach of adopting differing approaches to assess costs based on the type of

telecommunications company (i.e . price cap ILECs, rate of return ILECs, and CLECs) . 3

Utilizing differing approaches would address the issue of whether to use a forward

looking economic cost model or embedded costs, along with most ofthe technical issues raised

in this proceeding . ° Utilizing differing approaches would also alleviate the difficulties of

obtaining and updating the cost models used by Staffs consultant. Some of the cost models used

by Dr. Johnson were proprietary, and it was unclear from the testimony at hearing whether all of

those models would be available to other companies, or the price at which they would be made

available .5

Access Rate Reform

Tinkering with different company access rates is not going to resolve the access rate issue

raised by the IXCs in past proceedings. The telecommunications companies generally agree that

the Commission has authority to lower rate of return ILEC (small company) access rates through

individual rate cases, or through a generic docket ifthe Commission does so in a manner that

leaves the companies in a revenue neutral position .6 The Telecommunications companies also

the MITG agrees with the STCG that additional proceedings would need to be undertaken to determine the
appropriate cost model and develop the appropriate inputs to that model .
' See Initial Briefof STCG and Holway et al ., at p . 29 ; Initial Brief ofMITG at p . 24 ; Initial Brief ofFidelity at p. 5 ;
Initial Brief of Alltel at p . 10 ; Initial Briefof CenturyTel at p . 4 ; Initial Brief of AT&T at p. 37.
° See also Initial Brief of CenturyTel at p . 2 .
s Tr. p . 197 1 . 5- p . 1981 . 25 ; Tr. p . 6321 . 6-25 ; Tr. p . 633 1. 15-p. 6341 . 5 ; Tr. 7071 . 7-13 .a See Initial Briefof STCG at p. 43-44 ; Initial Brief ofMITG at p. 15 ; Initial Brief ofAlltel at p.18-21 ; Initial Brief
of CenturyTel at p . 11-13 ; Initial Brief of SWBT at p . 47 ; Initial Brief ofAT&T at p. 21-22 ; Post Hearing Brief of
MCI at p. 8 ; Initial Briefof Staffat p. 29; Initial Brief ofthe Office of Public Counsel at p . 3 .
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agree in general that the Commission does not have authority to lower price cap carriers (large

ILECs) access rates .'

The large ILECs serve the majority of access lines in Missouri . The large ILECs charge

intrastate rates 654% more than their interstate rates, while the small ILECs charge intrastate

rates 279% more than their interstate rates . s Since the overwhelming majority of actual access

rates are associated with large ILECs and large ILECs also possess the greatest disparity between

intrastate and interstate access rates, an examination of large the ILECs' access rates must

precede an examination of small and rural access rates .

The small company access rates are a small portion of an IXC's total costs to provide toll

service in Missouri . 9 It is unlikely that any rate rebalancing of the small carriers' access rates will

rise to a level sufficient for AT&T to flow through such reductions to their customers .' ° The

MITG would point out that if the Commission chooses to pursue access rate reform with the

small rural companies, the only other revenue source currently available to these companies are

their local rates . AT&T has suggested the Commission could implement a flat rated surcharge

such as a subscriber line charge." The FCC has an end user surcharge to offset the Carrier

Common Line ("CCL") costs, but Missouri doesn't currently have an end user surcharge to

offset intrastate access costs . Such a flat surcharge has the impact ofraising each customer's

local telephone bill with absolutely no guarantee that consumers will reap any savings from

reduced toll charges .

'See Initial Brief of STCG at p.41 ; Initial Briefof MITG at p . 13 ; Initial Brief of Alltel at p . 15-18 ; Initial Brief of
CenturyTel at p . 7-10 ; Initial Briefof Sprint at p . 39-40 ; Initial Brief of SWBT at p. 41-46 ; Post Hearing Brief of
MCI at p . 5-6 .
s Dr. Johnson's Direct Testimony, Schedule 5, p. 1 of 13 .
' See Initial Brief of STCG at p . 38-39 .
'° See Initial Brief ofMITG at p . I 1-12 ; Initial Brief of STCG at p . 38-40 .
" Initial BriefofAT&T at p . 22 .
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The MITG believes that if access rate reform is limited to the small rural carvers, it is the

IXCs who will benefit (without providing any flow through of access rates), and the small rural

carriers' customers who will pay for such access reform . The MITG is also concerned that an

increase in rural customers' local rates will also exacerbate the urban/rural parity issue .

Recommendation

The MITG agrees with the position ofmany of the parties that there is no cost-based

reason for the Commission to change access rates at this time . The Commission lacks authority

to reduce the access rates of price cap companies (the large ILECs), and any access reform

measures limited to the small companies will fail to appease the Missouri IXCs and will not

benefit the customers ofthe IXCs or the small companies . If the Commission wishes to pursue

access reform, the MITG agrees with the citation in the Post Hearing BriefofMCI suggesting

that the Commission "may need a legislative fix in order to address this problem.,,12

12 Post Hearing Brief of MCI at p . 6.
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CERTIFICATE OF SERVICE

The undersigned does hereby certify that a true and accurate copy of the foregoing was
mailed, U.S . Mail, postage pre-paid, this day of , 2002, to all
attorneys of record .
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