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 On August 1, 2003, Spectra Communications Group, L.L.C. d/b/a CenturyTel (CenturyTel) filed a tariff sheet seeking approval from the Missouri Public Service Commission (Commission) to institute a long distance promotion in its Macon exchange.  CenturyTel is a non-competitively classified, price cap regulated, incumbent local exchange company providing basic local telecommunications service in 117 Missouri exchanges.  On September 17, 2003, CenturyTel filed an application to provide supporting information for its proposed promotion for its Macon exchange customers only.  If approved, the promotion would offer special intraLATA block-of-time calling plans for Macon customers who commit to keep the plan for a minimum of 12 months.   The plan entitles the customer to  240  minutes of intraLATA calling for a monthly fee of $16.95 or 600 minutes for $34.95.  Usage exceeding the blocks of time will be charged a $.07 per minute rate.  According to the proposed tariff filing, the company will only offer the promotion for the time period from August 11, 2003 through February 11, 2004.  CenturyTel has extended the proposed effective date of the tariff filing to October 15, 2003.  


CenturyTel’s proposal appears to be in response to an offering by Chariton Valley Telephone Corporation (Chariton Valley the ILEC), an incumbent local exchange carrier and its competitive local exchange carrier affiliate, Chariton Valley Telecom Corporation (Chariton Valley the CLEC).  Chariton Valley the CLEC has, effective June 24, 2003, received tariff approval to begin offering service in CenturyTel’s Macon exchange.  As part of its service offering, Chariton Valley the CLEC offers expanded local calling to all of Chariton Valley the ILEC’s 18 exchanges.  This service, called Local Edge, is available to business and residential customers of Chariton Valley the CLEC for $6.95 per month.  Moreover, Chariton Valley the CLEC offers Local Reach, an expanded local calling plan to five telephone exchanges of Southwestern Bell (Brookfield, Carrollton, Kirksville, Marceline and Moberly exchanges).  Local Reach offers block-of-time plans beginning at $16.95 for residential customers.  Lastly, Chariton Valley the ILEC’s expanded local calling includes the other Chariton Valley ILEC exchanges.  Chariton Valley ILEC’s expanded local calling includes calls to Macon exchange customers served by Chariton Valley the CLEC .  Toll-free calling does not extend to Macon exchange customers served by CenturyTel.  In summary, CenturyTel’s tariff filing appears to be in response to competition for its Macon exchange customers brought about by Chariton Valley ILEC and its affiliate Chariton Valley CLEC.


Section 392.200 places the burden on the company to show, by clear and convincing evidence, that a proposal to define a service based on a geographic area is reasonably necessary to promote the public interest and the purposes and policies of this chapter
.  CenturyTel’s proposal raises several significant issues concerning the appropriateness of geographic deaveraged toll rates.  Geographic deaveraging refers to defining a service based on a geographic area.  CenturyTel is essentially geographically deaveraging its toll rates by only offering the proposed offering to only Macon exchange customers.  CenturyTel’s proposal is unique because no other telecommunications company in Missouri currently offers a special intraLATA interexchange calling plan to a single exchange or portion of its serving area.  Community Optional Service (COS) replacement plans developed by some companies probably come closest to this concept; however such plans primarily provide expanded local calling to other designated exchange(s).  CenturyTel’s proposal is broader than any existing COS replacement plans in the sense that CenturyTel’s offering applies to calling anywhere within the LATA.  

The Telecommunications Department Staff (Staff) is concerned about the precedent created if CenturyTel’s proposal is allowed to go into effect.  Approval of CenturyTel’s proposal could provide a signal to other companies that it may be appropriate to offer exchange-specific toll pricing.  If allowed, other carriers who offer intraLATA toll service throughout Missouri may want to create special calling plans for certain exchanges.  Such proposals may include the creation of high toll rates for exchanges served by local telephone companies with high switched access rates.  Rural areas may face higher toll rates than urban areas.  Carried to its extreme, exchange specific toll pricing would allow a company to offer different toll rates in every exchange it offers service.  

In Staff’s opinion,  CenturyTel’s application provides little, if any, actual evidence that the proposal is in the public interest and promotes the purposes and policies of this chapter.  CenturyTel’s proposal, if allowed, simply raises significant issues concerning the ability of a company to geographically deaverage its toll rates.  The Commission should suspend the filing for hearing.  

The proposal also raises the discrimination issue from a different perspective.  If allowed, the proposal will essentially be a permanent offering for any customer signing up for the service during the promotional time period.  Customers signing up for the service will be allowed to keep the service indefinitely as long as they commit to keeping the service for at least twelve months.  Customers who wish to sign-up for the service after the promotional time period will not be allowed to subscribe to the service.  This raises the issue of the reasonableness of this form of discrimination because customers wanting to initiate subscription to the service after February 11, 2004 will be unable to do so.  In other words customers will be prevented from subscribing to the service because they missed their window of opportunity during the promotional time period.  

A third concern is whether the proposed service recovers its cost.  Although Staff has not yet fully investigated this concern, Section 392.400.3 describes how the Commission shall establish appropriate methods for calculating the costs of providing any telecommunications service offered by a noncompetitive or transitionally competitive company.  Section 392.400.5 also generally prohibits a company that is classified as a noncompetitive telecommunications company from pricing competitive or transitionally competitive services below cost.   Although CenturyTel’s toll services are still classified as non-competitive, both statutes may be relevant for this filing.  CenturyTel is classified as a noncompetitive telecommunications company and the proposal is admittedly a competitive response, therefore below cost pricing may become an issue.  Should the Commission suspend CenturyTel’s proposed filing, Staff anticipates further investigation of this issue.  In Staff’s opinion, CenturyTel will need to demonstrate the proposed rates recover costs, including the recovery of imputed access charges.

In summary the proposal raises significant concerns.  The first concern is the appropriateness of allowing a company to geographically deaverage its toll rates on an exchange specific basis.  If allowed, this type of proposal could establish an important precedent for toll pricing in Missouri.  The second concern is that customers will not be able to sign up for this plan after the promotional window closes.  A third concern is whether the proposed rates for the service recover cost including the recovery of imputed access charges.  In Staff’s opinion, CenturyTel’s application does not show  that  its proposal is in the public interest and promotes the purposes and policies of Missouri law.

Appendix A








� Section 392.185 identifies the purpose and provisions of this chapter.  Some of the more significant provisions relating to CenturyTel’s proposed filing concern the following provisions:  promote universally available and widely affordable telecommunications services; promote the diversity in the supply of telecommunications services and products throughout the state of Missouri; ensure that customers pay only reasonable charges for telecommunications service; and promote parity of urban and rural telecommunications services. 
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