



                                              STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a Session of the Public Service Commission held at its office in Jefferson City on the 10th day of September, 2002.

In the Matter of the Determination of Prices,

)

Terms, and Conditions of Certain Unbundled

)
Case No. TO-2001-438

Network Elements




)

ORDER DENYING APPLICATION FOR RECONSIDERATION OR REHEARING

The Commission issued a Report and Order on August 6, 2002, with an effective date of August 16.  On August 15, Southwestern Bell Telephone Company filed an Application for Reconsideration and/or Rehearing.  On August 26, the Joint Sponsors responded to Southwestern Bell’s application.  Southwestern Bell replied to that response on September 3.

Section 386.500, RSMo (2000), provides that the Commission shall grant an application for rehearing if “in its judgment sufficient reason therefor be made to appear.”  For the most part, the arguments raised by Southwestern Bell simply restate the arguments that were previously presented to the Commission and rejected in the Report and Order.  However, the Commission wants to clarify the basis for its decision on one issue raised by Southwestern Bell.  

Southwestern Bell asks the Commission to reconsider its decision on Issue 46, which will require Southwestern Bell to use the latest FCC-approved asset lives when calculating depreciation.  Southwestern Bell argues that this decision is “a complete about-face from the Commission’s prior determinations in Case No. TO-97-40, in which it explicitly rejected the FCC’s prescribed lives and instead adopted a set of economic asset lives specifically for use in Missouri TELRIC cost studies.”
 

The Commission has indeed reached a different result than it reached in TO-97-40. However, the evidence that formed the basis for the report and order in TO-97-40 was not before the Commission in this case.  Southwestern Bell indicates that the Commission grounded the economic lives that it adopted in that case on “an exhaustive and thorough analysis of forward-looking economic depreciation performed by Staff.”  No such analysis was presented in this case.  Indeed, no party presented any evidence suggesting that the Commission should continue to use the economic asset lives that it used in TO-97-40.

In the absence of other evidence, the Joint Sponsors suggested that the Commission utilize the depreciation standards established and utilized by the FCC.  There is no reason to believe that those FCC standards are not TELRIC compliant or that they are not appropriate for use in establishing the cost of unbundled network elements.  Indeed, the FCC has indicated that it must continue depreciation regulation because state commissions use “FCC-prescribed projection lives and salvage factors, or similar state prescribed factors, to calculate their rates.”  The FCC went on to indicate that:

… forbearance from depreciation regulation by the Commission (the FCC) might deprive state regulatory commissions of valuable information that they may want or need in setting rates for interconnection and UNEs, and might enable incumbent LECs to raise arbitrarily the rates for essential inputs that competitors must purchase from the incumbent LECs.  This could have an adverse impact on the development of local competition.
 
Since the FCC considers its asset lives to be an appropriate tool to be used in setting UNE rates, and because there was no evidence to establish the basis for any other depreciation figures, the Commission was justified in adopting those asset lives for use in this case.

In the judgment of the Commission, Southwestern Bell has failed to establish sufficient reason to grant its Application for Reconsideration or Rehearing.   

IT IS THEREFORE ORDERED:

1.
That Southwestern Bell Telephone Company’s Application for Reconsideration and/or Rehearing is denied.

2.
That this order shall become effective on September 10, 2002.

BY THE COMMISSION

Dale Hardy Roberts

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

Simmons, Ch., Murray, Lumpe, Gaw and Forbis, CC., concur

Woodruff, Senior Regulatory Law Judge

� Southwestern Bell Telephone Company’s Application for Reconsideration and/or Rehearing, Page 3.


� Report and Order, FCC 99-137, Paragraph 33 (December 17, 1999). See also, Rhinehart Rebuttal, Exhibit 28, Pages 7-10.
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