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COMMENTS OF THE OFFICE OF THE PUBLIC

COUNSEL TO STAFF'S SUPPLEMENTAL RESPONSES

Public Counsel suggests the following comments in response to the supplemental response and recommendations filed by the Staff of the Public Service Commission regarding these Sprint tariff filings:

1. From the very beginning, Public Counsel's objections to these tariffs centered on the lack of meaningful information and explanation of the specific actions the tariff filings proposed and the effect that the proposed rate changes had on consumers.  Very simply, Public Counsel continued to ask the Commission to investigate the underlying facts that formed the basis of the tariff filings.  The Company should have provided clear and adequate information at the time of the tariff filing that shows the specific proposed changes and the effect on the ratepayer.  Information should be clear enough to readily identify which services are involved, the proposed change in rates, and whether the proposed rate changes increase or decrease the rates. 

Because this information was not part of the public filing, Public Counsel asked the Commission to suspend the tariffs to investigate whether or not the proposed tariffs complied with the law, including the price cap statute under which Sprint claimed its authority to modify the rates at issue.  Under the circumstances, Public Counsel believes that this was a reasonable request and was made to protect the ratepayer and to protect the public interest.

With the filing of the Staff's Supplemental Responses and Supplemental Recommendations of the Staff Telecommunications Department, the information in the record for these tariff filings becomes meaningful and informative such that the Commission now has sufficient information before it in the record to allow it to make the required judgments and determinations.  With the information now in the record, Public Counsel has a reasonable opportunity to view the same information as a basis for its recommendation to the Commission.  Finally, customers and the public in general can see in the record what rate changes are proposed, the amount of those changes, whether they are increases or decreases, whether they fall within the 8% statutory limit or the CPI limit or within other statutory provisions, and generally how the proposed tariffs affect them.  This is basic and essential information.  

As a result of the Staff's Supplemental Responses and Recommendations, Public Counsel is satisfied that the ratepayer impact, public disclosure, and public interest concerns that Public Counsel raised in its motions for suspension have been addressed and reasonably satisfied.  It is unfortunate that this information was not initially provided so that the information requirements of the ratepayers and the public, the information requirements of the Commission, and the interests of the company to obtain tariff approval in an efficient and timely manner could have been better served at the same time.

COMMENTS REGARDING SPECIFIC TARIFFS

1.
General Exchange Tariffs
IT-2004-0225
(JI-2004-0611)


A.
CPI adjustments and Rebalancing
Public Counsel does not contest the CPI adjustments made by Sprint.  In 2002, Sprint did not apply the CPI change to basic rates, but determined the revenue that the change represented and made rate adjustments on certain services to make that overall adjustment "revenue neutral."  In data responses to Public Counsel, Sprint indicated that it did not make the same type of calculation and rate adjustments for 2003.  The Staff's analysis confirms that the CPI adjustment was generally applied, with some rounding to effect discernable rate changes.

However, to the extent that these rates represent any change in rates due to rebalancing based upon Case No. IT-2004-0134 and any cost studies of local basic service and switched access service pursuant to Section 392.245.9, RSMo and any rate rebalancing that was related to Case No. TR-2002-251 (Reversed and remanded by the Missouri Court of Appeals (WD 62016) and Case Nos. IT-2003-0166, IT-2003-0167, IT-2003-0168, IT-2003-0169 and IT-2003-0170, Public Counsel continues to object to application of these rebalancing to any rates in these tariffs and does not waive any prior objection made to those rebalanced rates. 

B.
8% increase in nonbasic services

As indicated in the spreadsheet summary of the rate proposals (Appendix 1 to Staff's Supplemental Responses), Sprint’s proposed modifications to the rates of nonbasic services do not exceed 8% over the prior year's rate.  Public Counsel does not support rate increases within the 8% limit for nonbasic service as a general proposition.  Public Counsel takes this position on grounds that the purpose and intent of the price cap regulatory system was to provide the incumbent local exchange companies with a means to respond to competition without undergoing full rate cases as previously required under rate of return regulation when modifying rates.  It is not an open invitation to increase rates at every opportunity. Now almost five years after Sprint became a price cap company, Sprint (as well as SBC, the other major price cap company) has used the price cap limits as entitlements to increase rates without effective competition for those services.  For those reasons, Public Counsel continues to object to increases in nonbasic services unless there is a showing that such an increase is just and reasonable and nondiscriminatory.  Section 392.200, RSMo 2000.


C.
"Maximum allowable prices" are phantom rates 

Public Counsel continues to object to and contest the tariffing of "maximum allowable prices" that are "established" but not implemented as actual rates charged customers.  These are nothing more than phantom rates.  Staff calls these administrative in nature and indicates that Sprint maintains that these are "administrative" and are not the rates charged customers.  Public Counsel believes that while it may be premature to contest these rates when these "tariffed rates" have no practical effect and are not active rates used to bill any class of customers without some future action by the company and the PSC, it still wishes to make its objection to these type of tariffed rates.  Public Counsel does not believe that future rates increases can be "reserved for future use" to be applied at some unspecified time in the future.  Sprint's attempt to activate these types of tariffed maximum allowable rates as "banked" 8% annual increases was rejected by the PSC in TT-2002-447.  That case was affirmed by the Circuit Court and has been appealed to the Court of Appeals.

2.
Message Toll Service
IT-2004-0225
(JI-2004-0611)

Public Counsel incorporates as its comments for this tariff its comments in General Exchange Tariffs 2004-0225 (JI-2004-0611) part C. Maximum allowable rates, above.

3.
Private Line

IT-2004-0227

 (JI 2004-613)

Rate increases of the non-basic private line rates.  

Public Counsel incorporates as its comments for this tariff its comments in General Exchange Tariffs 2004-0225 (JI-2004-0611) part B. 8% increase in nonbasic rates and part C.  "Maximum allowable prices", above. 

It appears that the Substitute Tariffs sheets were provided by the Company to correct errors discovered by the Staff and Public Counsel has no objection to the consideration of those substitute sheets.

4.
Wide Area Toll Service
IT-2004-0228
 (JI 2004-614)

No changes to consumer rates.  For its comments on this tariff, Public Counsel incorporates its comments and response to the General Exchange Tariff IT-2004-0225, above.  

5.
Access Service
IT-2004-0229
(JI 2004-615)

For its comments on this tariff, Public Counsel incorporates its comments and response to the General Exchange Tariff IT-2004-0225, above. Public Counsel specifically objects to any revision contained in this tariff based upon the rebalancing based upon Section 392.245. 9.  It appears that the Substitute Tariffs sheets were provided by the Company to correct errors discovered by the Staff and Public Counsel has no objection to the consideration of those substitute sheets.

Public Counsel continues to preserve its objections to the lack of a lawful investigation and to improper rebalancing under the provisions of Section 392.245.9, RSMo 2000 as discussed in these comments and enters its objections to any rate for local basic services and switched access that stems from the disputed 2001 rebalancing and subsequent rebalancing based on the cost studies.  However, in fairness it must be noted that these tariffs do not implement the rebalancing, but rather represent adjustments to the rebalanced rates approved in Case No. IT-2004-0134.
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