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INTRODUCTION

On July 23, 2003, Spectra Communications Group, LLC d/b/a CenturyTel of Missouri, (Spectra or Company), an incumbent local exchange company, filed tariff sheets proposing to change the pricing of several of its services in its General and Local Exchange Tariff No. 1, its Facilities for Intrastate Access Tariff No. 2, and its Long Distance Message Telecommunications Service Tariff No. 3.  The changes proposed are based upon the price cap provisions of Section 392.245, RSMo (the Price Cap Statute).  The Company also submitted proprietary supporting information for the Staff of the Telecommunications Department (Staff’s) review, as well as text of the notice that customers will receive.  On August 7, 2003, Spectra submitted substitute tariff sheets, at Staff’s request, to ensure the filing complied with the Price Cap Statute.  

Concurrent with its tariff filing, Spectra filed a motion for expedited approval of tariffs, and a motion for protective order.  The Commission ordered a Staff recommendation to be filed by August 15, 2003, and granted the motion for a protective order.

The tariff filing proposes to make changes to rates as allowed by the Price Cap Statute.  The Company proposes to decrease its access rates, while increasing its rates for basic local services a like amount by an increase of $1.50 per line (rebalance rates).  Further, it proposes to increase the rates for basic services by the percentage change in the consumer price index for telephone services (CPI-TS), increase rates for the majority of nonbasic services by not more than 8 percent, and to decrease intraLATA toll rates by at least 10 percent.  

The Staff analyzed Spectra’s filing, including the supporting workpapers.  The following sections discuss each of the proposed changes and their compliance with the applicable Missouri Revised Statutes for price cap regulated telecommunications carriers.  The sections are arranged according to the steps followed in preparing and analyzing the price cap filing.

REBALANCE RATES (Price Cap Statute subsections 8 & 9)

Spectra is proposing to reduce its access service rates by reducing interLATA and intraLATA terminating carrier common line (CCL) charges.  Basic local service rates were increased by $1.50 in order to offset the switched access revenue losses.  This was done in accordance with subsections 8 and 9 of the Price Cap Statute, which state:

8.
An incumbent local exchange telecommunications company regulated under this section may reduce intrastate access rates, including carrier common line charges, subject to the provisions of subsection 9, to a level not to exceed on hundred fifty percent of the company’s interstate rates for similar access services in effect as of December thirty-first of the year preceding the year in which the company is first subject to regulation under this section . . .

9.
. . . [T]he [C]ommission shall allow an incumbent local exchange telecommunications company regulated under this section which reduces its intrastate access service rates pursuant to subsection 8 of this section to offset the revenue loss resulting from the first year’s access rate reduction by increasing its monthly maximum allowable prices applicable to basic local exchange telecommunications services by an amount not to exceed one dollar fifty cents.  

Spectra reduced its interLATA and intraLATA terminating switched access CCL charges by approximately 12.9 percent.  The total annual switched access CCL rate rebalance reduction determined by the Company is approximately $2,232,234.

To offset the revenue losses resulting from the reductions to switched access rates, Spectra added $1.50 to the monthly rates for single line one-party business and residential basic local services.  The total annual basic service rate rebalance increase is approximately $2,232,234.  These rebalanced rates were then increased by the CPI-TS adjustment.

APPLY CPI-TS ADJUSTMENT TO SWITCHED ACCESS AND ESTABLISH MAXIMUM PRICES (Price Cap Statute subsections 1 and 4(1))

Pursuant to subsection 1 of the Price Cap Statute, a price cap regulated incumbent local exchange telecommunications carrier (ILEC), shall establish “maximum allowable prices for telecommunications services offered by [the] ILEC, which maximum allowable prices shall not be subject to increase except as otherwise provided in this section.”  A large ILEC, such as Spectra, regulated as a price cap company, is allowed to make changes to the maximum allowable prices pursuant to subsection 4(1) of the Price Cap Statute, which stipulates that after January 1, 2000, the maximum allowable prices for exchange access and basic local telecommunications services of an incumbent local exchange telecommunications company shall be annually changed by one of the following methods:

(a) By the change in the telephone service component of the Consumer Price Index (CPI-TS), as published by the United States Department of Commerce or its successor agency for the preceding twelve months; or

(b) Upon request by the company and approval by the [C]ommission, by the change in the Gross Domestic Product Price Index (GDP-PI), as published by the United States Department of Commerce or its successor agency for the preceding twelve months, minus the productivity offset established for telecommunications service by the Federal Communication[s] Commission and adjusted for exogenous factors.

In establishing its maximum allowable prices for exchange (switched) access and basic local service, Spectra used method (a) above.  The CPI-TS was calculated using a twelve-month moving average to arrive at a 0.2178 percent adjustment (increase).

Spectra applied an increase of not more than 0.2178 percent CPI-TS adjustment to its other switched access rates, including transport facility and termination, database query, end office switching, information surcharge, and originating CCL.  The total annual increase in access revenues due to application of the increase to switched access is estimated by the Company to be $89,292.   

APPLY CPI-TS ADJUSTMENT TO BASIC LOCAL AND ESTABLISH MAXIMUM PRICES

Also pursuant to the Price Cap Statute, subsection 4(1), the CPI-TS adjustment was applied to the rebalanced rates for Spectra’s basic local service, including mandatory extended area service (EAS) routes and nonrecurring charges for basic services.  The Company estimates the total annual amount of the CPI-TS adjustment for basic local services to be an increase of approximately $45,738.  

INTRASTATE TOLL REDUCTION (Price Cap Statute subsection 9)

Subsection 9 of the Price Cap Statute states:

A large incumbent local exchange telecommunications company shall not increase its monthly rates applicable to basic local telecommunications service under this subsection unless it also reduces its rates for intraLATA interexchange telecommunications services by at least ten percent.

Spectra applied a decrease of at least ten percent to its intraLATA long distance rates.  Spectra estimates the total annual effect of these reductions to be approximately $279,000.

INCREASE FOR NONBASIC SERVICES (Price Cap Statute subsection 11)

Spectra is proposing to increase the maximum prices for the majority of its nonbasic services by up to eight percent, in accordance with subsection 11 of the Price Cap Statute, which states, in part:

. . . The maximum allowable prices for nonbasic telecommunications services of a large, incumbent local exchange telecommunications company regulated under this section shall not be changed until January 1, 1999, or on an exchange-by-exchange basis, until an alternative local exchange telecommunications company is certified and providing basic local telecommunications service in such exchange, whichever is earlier.  Thereafter, the maximum allowable prices for nonbasic telecommunications services of an incumbent local exchange telecommunications company may be annually increased by up to eight percent for each of the following twelve-month periods upon providing notice to the [C]ommission and filing tariffs establishing the rates for such services in such exchanges at such maximum allowable prices. . . . An incumbent local exchange telecommunications company may change the rates for its services, consistent with the provisions of Section 392.200, but not to exceed the maximum allowable prices, by filing tariffs which shall be approved by the [C]ommission within thirty days, provided that any such rate is not in excess of the maximum allowable price established for such service under this section.

Spectra has proposed increasing the majority of its rates for nonbasic services by up to eight percent.  The Company estimates the annual revenue impact of the increase in nonbasic services to be approximately $394,147.  

SUMMARY AND CONCLUSION

As allowed by the Price Cap Statute, Spectra is proposing to reduce switched access charges by approximately $2.2 million annually and recover the revenue shortfall by increasing basic local service rates $1.50 per month per access line.  Pursuant to subsection 10 of the Price Cap Statute, these access rate reductions should be passed on to consumers by their interexchange carriers.    

The Price Cap Statute also requires that price cap regulated telecommunications companies annually change basic service rates by the change in the CPI-TS.  Application of this change amounts to a 0.2178 percent increase in Spectra’s annual revenues for basic local services, or approximately $46 thousand annually.  The same requirement applies to switched access services, and Spectra is proposing to increase some of its switched access rates by approximately $89 thousand annually to reflect the CPI-TS adjustment.  Additionally, Spectra is proposing to increase certain nonbasic service rates by approximately $394 thousand annually, also pursuant to the Price Cap Statute.  Finally, proposed toll revenues are to be decreased by approximately $279 thousand.  The net effect to Spectra’s revenues is an overall increase of approximately $250,177 annually, with the breakout detailed as follows:


Switched Access Reduction




<$2,232,234>


$1.50 Increase in Local Rates




  $2,232,234


CPI-TS Increase in Local Rates



  $     45,738


CPI-TS Increase in Switched Access



  $     89,292


8% Increase in Select Non-Basic Rates


  $   394,147


10% Reduction in IntraLATA toll



<$   279,000>


Total







  $   250,177

RECOMMENDATION

Staff has reviewed Spectra’s proposed price cap filing and finds that it meets the requirements of the Price Cap Statute.  Staff has no objections to the rate changes, as substituted, going into effect on September 1, 2003, as requested in Spectra’s Motion for Expedited Approval of Tariffs.  Staff recommends that the Commission approve the proposed tariff revisions to the following Spectra PSC MO. NOs. 1, 2, and 3, tariff sheets, as substituted, with an effective date of September 1, 2003.

PSC MO. NO. 1, Section 4, 1st Revised Sheet 6, Cancels Original Sheet 6;

PSC MO. NO. 1, Section 4, 1st Revised Sheet 8, Cancels Original Sheet 8;

PSC MO. NO. 1, Section 4, 1st Revised Sheet 9, Cancels Original Sheet 9;

PSC MO. NO. 1, Section 4, 1st Revised Sheet 10, Cancels Original Sheet 10;

PSC MO. NO. 1, Section 4, 1st Revised Sheet 11, Cancels Original Sheet 11; 

PSC MO. NO. 1, Section 4, 1st Revised Sheet 13, Cancels Original Sheet 13;

PSC MO. NO. 1, Section 4, 1st Revised Sheet 14, Cancels Original Sheet 14;

PSC MO. NO. 1, Section 4, 1st Revised Sheet 15, Cancels Original Sheet 15;

PSC MO. NO. 1, Section 4, 1st Revised Sheet 17, Cancels Original Sheet 17;

PSC MO. NO. 1, Section 5, 1st Revised Sheet 4, Cancels Original Sheet 4;


PSC MO. NO. 1, Section 6, 2nd Revised Sheet 13, Cancels 1st Revised Sheet 13;

PSC MO. NO. 1, Section 6, 3rd Revised Sheet 14, Cancels 2nd Revised Sheet 14;

PSC MO. NO. 1, Section 6, 2nd Revised Sheet 15, Cancels 1st Revised Sheet 15;

PSC MO. NO. 1, Section 6, 2nd Revised Sheet 16, Cancels 1st Revised Sheet 16;

PSC MO. NO. 1, Section 6, 2nd Revised Sheet 17, Cancels 1st Revised Sheet 17;

PSC MO. NO. 1, Section 6, 3rd Revised Sheet 18, Cancels 2nd Revised Sheet 18;

PSC MO. NO. 1, Section 6, 3rd Revised Sheet 18.1, Cancels 2nd Revised Sheet 18.1;

PSC MO. NO. 1, Section 6, 1st Revised Sheet 21, Cancels Original Sheet 21;

PSC MO. NO. 1, Section 8, 1st Revised Sheet 4, Cancels Original Sheet 4;

PSC MO. NO. 1, Section 8, 1st Revised Sheet 4.4, Cancels Original Sheet 4.4;

PSC MO. NO. 1, Section 9, 1st Revised Sheet 3, Cancels Original Sheet 3;

PSC MO. NO. 1, Section 9, 1st Revised Sheet 3.3, Cancels Original Sheet 3.3;

PSC MO. NO. 1, Section 9, 1st Revised Sheet 3.5, Cancels Original Sheet 3.5;

PSC MO. NO. 1, Section 9, 1st Revised Sheet 7, Cancels Original Sheet 7;

PSC MO. NO. 1, Section 9, 1st Revised Sheet 11, Cancels Original Sheet 11;

PSC MO. NO. 1, Section 11, 1st Revised Sheet 22, Cancels Original Sheet 22;

PSC MO. NO. 1, Section 11, 1st Revised Sheet 23, Cancels Original Sheet 23;

PSC MO. NO. 1, Section 14, 2nd Revised Sheet 3, Cancels 1st Revised Sheet 3;

PSC MO. NO. 1, Section 14, 3rd Revised Sheet 3, Cancels 2nd Revised Sheet 3;

PSC MO. NO. 1, Section 14, 1st Revised Sheet 6, Cancels Original Sheet 6;

PSC MO. NO. 2, 1st Revised Sheet 151, Cancels Original Sheet 151;

PSC MO. NO. 2, 1st Revised Sheet 152, Cancels Original Sheet 152;

PSC MO. NO. 2, 1st Revised Sheet 153, Cancels Original Sheet 153;

PSC MO. NO. 2, 1st Revised Sheet 313, Cancels Original Sheet 313;

PSC MO. NO. 3, 1st Revised Sheet 24, Cancels Original Sheet 24;

PSC MO. NO. 3, 1st Revised Sheet 27, Cancels Original Sheet 27;

PSC MO. NO. 3, 1st Revised Sheet 29, Cancels Original Sheet 29;

PSC MO. NO. 3, 1st Revised Sheet 46, Cancels Original Sheet 46;

PSC MO. NO. 3, 1st Revised Sheet 47, Cancels Original Sheet 47;

PSC MO. NO. 3, 1st Revised Sheet 50, Cancels Original Sheet 50;

PSC MO. NO. 3, 1st Revised Sheet 55, Cancels Original Sheet 55;

PSC MO. NO. 3, 1st Revised Sheet 59, Cancels Original Sheet 59;

 FORMCHECKBOX 
The Company is not delinquent in filing an annual report and paying the PSC assessment. 

 FORMCHECKBOX 
 The Company is delinquent.  Staff recommends the Commission grant the requested relief/action on the condition the applicant corrects the delinquency.  The applicant should be instructed to make the appropriate filing in this case after it has corrected the delinquency.  

( FORMCHECKBOX 
 No annual report   FORMCHECKBOX 
 Unpaid PSC assessment.  Amount owed:      )
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