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Staff’s Position Statements

COMES NOW the Staff of the Missouri Public Service Commission (“Staff”) and offers the following position statements on the identified issues regarding the Metropolitan Calling Area (“MCA”) Plan:

1. Based on the instant record, is it necessary or appropriate to modify or alter the existing MCA plan?

Yes.  The Staff believes that the Commission should order implementation of the Staff’s proposed MCA-2 Plan for the reasons identified in the Final Status Report, pp. 5-6, and the Staff’s Initial Brief, pp. 2-4.

2. If so, what specific modifications or alterations are necessary or appropriate given the record in this case?

The Staff believes that the specific modifications to implement the Staff’s MCA-2 proposal are necessary and appropriate.

a. Does the Commission have the authority to modify the MCA Plan?

Yes.  The Commission has the authority to modify the MCA Plan, which it implemented in 1992 pursuant to its jurisdictional authority.  This authority is found in Sections 392.200 and 392.240 RSMo 2000, and was upheld by the Missouri Court of Appeals for the Western District in State ex rel. MoKan Dial, Inc. et al v. Public Service Commission, 897 SW2d 54 (Mo. App. WD 1995).

1.
If the Commission has the authority to modify the MCA Plan, is it necessary or appropriate to do so?

Yes.  The Staff believes it is necessary and appropriate for the Commission to modify the MCA Plan consistent with the Staff’s MCA-2 proposal.

2.
If the Commission has the authority to modify the MCA Plan and it is necessary and appropriate to do so, should the Commission order implementation of MCA-2?  


Yes.  The Commission should order implementation of MCA-2. 

3.
If the Commission orders implementation of MCA-2, what carriers would be subject to the Commission’s order?

If the Commission orders implementation of MCA-2, all carriers participating in the MCA Plan would be subject to the Commission’s order.  These carriers include all ten (10) incumbent local exchange carriers (ILECs) and all competitive local exchange carriers (CLECs) participating in the MCA Plan.

b. If the Commission orders implementation of MCA-2, what are the appropriate rates?

The appropriate rates for MCA-2 offered by the ten (10) ILECs should be based on the increased costs identified in HC Appendix 5 of the Final Status Report of the Industry Task Force.  CLECs, on the other hand, should be allowed the rate setting flexibility permissible under the statutes.

c. Is revenue neutrality required or appropriate for all carriers (i.e. price cap carriers, rate of return regulated carriers, competitive carriers, etc.) if the Commission implements revenue impacting changes to the MCA, such as MCA-2?

If the Commission implements revenue impacting changes to the MCA, such as MCA-2, the Staff believes the participating carriers should be allowed revenue neutrality to the extent allowed under the statues.  Revenue neutrality is appropriate and required for rate of return carriers, however price cap carriers and CLECs should be allowed to increase rates as allowed under the statutes. Price cap carriers should be permitted to increase MCA rates to offset decreases in revenue, but only to the extent allowed under Section 392.245.11 for nonbasic telecommunications services.  CLECs should be allowed the flexibility to increase MCA rates as allowed for competitive carriers.  Earnings neutrality (or “net income neutrality”) is not appropriate for any carrier.

1. If revenue neutrality is required or appropriate, how should revenue neutrality be implemented?

Revenue neutrality should be implemented by increasing the MCA rates by the amount of decreased revenue brought about as a result of implementing MCA-2.  Carriers should have the option, subject to Commission approval and within statutory limitations, of rebalancing rates to offset the lost revenues associated with MCA-2.  For example, carriers should not have to increase optional MCA rates, but could offset the costs by increasing the rates for other services, such as vertical services, in those instances where such rates are currently relatively low.  These increases should be subject to the rate increase limitations contained in the statutes, such as the eight percent (8%) limitation for price cap carriers under Section 392.245.11 RSMo 2000.

2. Are implementation costs required or appropriately included as a part of revenue neutrality?

No.  Earnings neutrality (or “net income neutrality”) is not appropriate for any carrier.  Changes in rates to cover increasing or decreasing levels of expenses and investment resulting from this case should only be considered in the context of a general rate proceeding where all relevant factors can be considered.  The Final Status Report of the Industry Task Force addressed this issue at Section 4.7, and quoted from the Commission’s Order in TO-92-306 where the Commission held that only lost revenues were to be used for revenue neutrality calculations.

d. Are there additional financial impacts to consider if the MCA is modified? 

The Staff is unaware of any additional impacts to consider.  No carrier has demonstrated to the Staff any additional impacts that would occur as a result of implementation of MCA-2.

e. Should wireless carriers be allowed to fully participate in the MCA plan?

This issue is addressed in Section 4.4 of the Final Status Report of the Industry Task Force.  The Industry Task Force concluded “full participatory inclusion of wireless providers is viewed as somewhat problematic.”  The Staff agrees with this conclusion, as well as the conclusion of the Industry Task Force that due to the “two-way calling aspect of the current MCA, inclusion of wireless providers becomes a moot issue should the Commission decide to implement MCA-2.”

1. Is revenue neutrality required or appropriate for all carriers (i.e. price cap carriers, rate of return carriers, competitive carriers, etc.) if wireless carriers are allowed to fully participate in the MCA plan?

The Staff believes the participating carriers should be allowed revenue neutrality to the extent allowed under the statutes for each carrier.  

f. Should MCA be available to pay phones, resellers, and aggregators?

MCA should be available to pay phones.  However, since MCA is a local service it is not appropriate for resellers and aggregators.

1. Is revenue neutrality required or appropriate for all carriers (i.e. price cap carriers, rate of return carriers, competitive carriers, etc.) if MCA service is made available to pay phones, resellers, and aggregators?

The Staff believes the participating carriers should be allowed revenue neutrality to the extent allowed under the statutes for each carrier.  

g. Does the Commission have the authority to make tier 3 (or any optional tier) of the current MCA mandatory?

Yes.  The Commission has the authority to make tier 3 (or any optional tier) of the current MCA mandatory under Sections 392.200 and 392.240 RSMo 2000.

1. If so, should tier 3 of the current MCA be made mandatory?

At Section 4.1 of the Final Status Report, the Industry Task Force was unable to identify a reason to make tier 3 mandatory.  The Staff takes no position on this issue at this time.

h. Should MCA subscribers in the optional MCA tiers be allowed to call all telephone numbers in the mandatory MCA areas, regardless of the type of service offered in the mandatory tier?

Yes.  MCA subscribers in the optional MCA tiers should be allowed to call all telephone numbers in the mandatory MCA areas regardless of the type of service offered in the mandatory tier.  MCA-2 would accomplish this goal, as explained on page 6 of the Final Status Report.

i. Should the current MCA be expanded to include a tier 6 MCA area (or tier 3 in Springfield)?

The Staff takes no position on this issue at this time.  The Staff should note that until the current problem with inefficient usage of NXX codes is fixed, any expansion of the MCA boundaries could further the NXX code exhaustion problem.

3. Is the LERG an appropriate mechanism to identify the MCA NXX codes in the future?

No.  The LERG is not an appropriate mechanism to identify the MCA NXX does in the future.  At Section 3.3 of the Final Status Report, the Industry Task Force addresses this issue.  Under the Staff’s proposed MCA-2, the problem with MCA NXX identification largely becomes a moot issue as explained on page 6 of the Final Status Report.

a. Should LERG “J” codes be used as the proper optional MCA NXX identifier?

Yes.  As stated at Section 3.4 of the Final Status Report, the Industry Task Force concluded, “the use of “J” codes is a proper means to identify optional MCA NXX codes.”

b. Should LERG “J” codes be used to designate NXX codes in the mandatory MCA areas?

No.  At Section 3.5 of the Final Status Report, the Industry Task Force recommends against designating mandatory MCA NXX codes with a  “J” designation.  The Staff agrees with the Industry Task Force suggestion that “J” codes designate only MCA NXX codes in optional MCA areas.

4. If the Commission does not change the way NXX codes are currently allocated for MCA service, what if any action should the Commission take regarding the NANPA’s denial of MCA NXX codes to local exchange carriers?  

The Commission should take action to protect against discrimination if competitors are denied MCA NXX Codes.  By implementing MCA-2, the Commission would eliminate this discriminatory treatment.

5. Should MCA traffic be carried on separate trunk groups?

No.  Feature Group C and Feature Group D traffic should be carried on separate trunk groups, but MCA by itself should not be carried on separate trunk groups.  

6. At present, OPC has requests for public hearings pending in response to requests to expand or modify MCA for (A) Lee’s Summit/Greenwood, (B) Wright City/Innsbrook, (C) Lexington, and (D) Ozark/Christian County.  Should the Commission schedule public hearings for these areas to obtain current customer sentiment for MCA?

No.  The Staff does not believe the Commission should schedule public hearings to obtain current customer sentiment for an expanded MCA into these areas.  The Staff does not believe the Commission should test public response without knowing the impact of expansion upon MCA rates.

 
WHEREFORE, the Staff respectfully submits these positions on the identified issues.   
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