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STATEMENT OF POSITION OF THE OFFICE OF THE PUBLIC COUNSEL


COMES NOW the Office of the Public Counsel and respectfully states the following to the Public Service Commission of Missouri as its statement of position on the Joint Issues list submitted in this case.

1. What is the appropriate cost methodology (i.e. TSLRIC, LRIC, embedded, stand alone, etc.) to be used in determining the cost of switched access?

OPC:
No single cost methodology provides the complete answer since the most appropriate costing technique depends on the purpose to which the results will be used. A proper costing methodology of a service used to evaluate pricing issues must include the costs of facilities that are shared by that service and other services. Here, some form of fully distributed costing methodology is appropriate. If the purpose of the study is to simply determine whether a subsidy is present,  then TRLRIC and stand-alone cost studies are appropriate. However, these cost methodologies provide little insight into pricing services at just and reasonable rates because they establish only price floors and price ceilings.

2. Should the cost methodology (i.e. TSLRIC, LRIC, embedded, stand alone, etc) for determining switched access costs be uniform and consistent for all Missouri LECs? 
OPC:
It is not essential to use the same cost methodology for every purpose.  While consistency is laudable for the same purpose, it is not essential or even appropriate for all purposes.. 

3.
Should loop costs be included in the determination of the cost of switched access, and if so, at what level?

OPC:
Yes, loop costs and costs of all shared facilities should be included because these costs are a large part of the costs in telecommunications. The specific level of joint and common costs should be determined on a case by case basis to the extent that the cost studies are used to set rates.

4. What are the appropriate assumptions and/or the appropriate values for the following inputs:

a. Cost of capital

OPC: This issue should be determined on a case by case basis for the purpose of setting rates. Otherwise, Public Counsel takes no position on this issue at this time, but reserves the right to brief the issue based upon the full evidentiary hearing record in this case.

b. Switch discounts

OPC: This issue should be determined on a case by case basis for the purpose of setting rates. Otherwise, Public Counsel takes no position on this issue at this time, but reserves the right to brief the issue based upon the full evidentiary hearing record in this case.

c. Depreciation

OPC: This issue should be determined on a case by case basis for the purpose of setting rates. Otherwise, Public Counsel takes no position on this issue at this time, but reserves the right to brief the issue based upon the full evidentiary hearing record in this case.

d. Maintenance factors

OPC: This issue should be determined on a case by case basis for the purpose of setting rates. Otherwise, Public Counsel takes no position on this issue at this time, but reserves the right to brief the issue based upon the full evidentiary hearing record in this case.

e. Common and shared costs

OPC: This issue should be determined on a case by case basis for the purpose of setting rates. Otherwise, Public Counsel takes no position on this issue at this time, but reserves the right to brief the issue based upon the full evidentiary hearing record in this case.

f. Fill factors

OPC: This issue should be determined on a case by case basis for the purpose of setting rates. Otherwise, Public Counsel takes no position on this issue at this time, but reserves the right to brief the issue based upon the full evidentiary hearing record in this case.

g. Other major assumptions and/or inputs.

OPC: This issue should be determined on a case by case basis for the purpose of setting rates. Otherwise, Public Counsel takes no position on this issue at this time, but reserves the right to brief the issue based upon the full evidentiary hearing record in this case.

5. Is the current capping mechanism for intrastate CLEC access rates appropriate and in the public interest?

OPC:
Yes.

6. Are there circumstances where a CLEC should not be bound by the cap on switched access rates?

OPC:
No.

7.  What, if any, course of action can or should the Commission take with respect to switched access as a result of this case?

OPC:

The evidence in this case shows that switched access rates and local service rates are “subsidy free” and, therefore, the myth that access rates subsidize local service is dispelled. The evidence demonstrates that there is no need for the Commission to fashion some remedial action to “reform” switched access rates. The Commission should not take any specific action in this case to modify access rates since there are specific statutory procedures for changing switched access rates for price cap companies under Section 392.245, RSMO. 2000; for rate of return companies, the changes to switched access rates must be part of a rate case where all relevant factors are considered. There is no cost based reason for altering the current switched access rates of the ILECs and there is no cost based reason for excluding the CLECs from the access rate cap.
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