BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI
In the Matter of the Request from the Customers in the   
)
Rockaway Beach Exchange for an Expanded Calling

)
Case No. TO-2003-0257
Scope to Make Toll-Free Calls to Branson.



)
RESPONSE OF CENTURYTEL OF MISSOURI, LLC 

TO STAFF'S SUGGESTIONS IN OPPOSITION 

TO STIPULATION AND AGREEMENT


Comes now CenturyTel of Missouri, LLC (“CenturyTel”), and pursuant to 4 CSR 240-2.080 and the Commission's Order Directing Filing issued on August 4, 2005, and respectfully submits its Response to the Staff's Suggestions In Opposition To Stipulation And Agreement filed on August 8, 2005:  


1.
In its Order Directing Filing issued on August 4, 2005, the Commission directed the Staff of the Commission ("Staff") to file its suggestions in support of or in opposition to the Stipulation And Agreement by 12:00 p.m. on August 8, 2005.  The Commission also encouraged parties to file their responses to Staff's pleading as soon as possible since the Commission intended to discuss the matter at its August 9th Agenda.  Earlier today, Staff filed its Staff Suggestions In Opposition to the Stipulation And Agreement.  This pleading is intended to comply with the Commission's request for an expedited response from CenturyTel. 


2.
In the Stipulation and Agreement filed by the Office of the Public Counsel and CenturyTel (collectively "Signatory Parties") filed on August 1, 2005, the Signatory Parties stipulated and agreed to the following elements constituting the expanded calling plan (the “Plan”):

a)
Plan Description:  One-way toll-free calling between the following originating and terminating CenturyTel exchanges:

Rockaway Beach to Branson


Rockaway Beach to Forsyth

Forsyth to Rockaway Beach

Kimberling City to Reeds Spring

Reeds Spring to Kimberling City

b) Proposed Price and Terms of the New Service:

CenturyTel customers in the above-listed originating exchanges would have one-way unlimited expanded calling to the terminating exchange for a monthly fee in addition to the present local rate.  For customers in the Forsyth, Kimberling City and Reeds Spring exchanges, the additional monthly fee is $2.50.  For customers in the Rockaway Beach exchange, the additional monthly fee is $3.50. 

c)
Mandatory Service:

This plan is mandatory for all CenturyTel customers in the above-listed originating exchanges, and the monthly fee is in addition to charges for local service and any other existing EAS charges.


3.
As the Commission is well aware, expanded calling issues have been thorny issues in rural Missouri for decades.  However, the Stipulation And Agreement presents a reasonable and balanced plan for solving this thorny issue in the Rockaway Beach, Forsyth, Reed Springs and Kimberling City exchanges.  Through a combination of reasonable expanded calling additives and modest financial support from CenturyTel's CPI-TS rate adjustment, the customers in the Rockaway Beach and nearby exchanges will enjoy the opportunity to call into their neighboring communities on a toll-free basis.  This is the type of service that customers and community leaders have been requesting for years.

4.
In the Stipulation, the Signatory Parties stipulated and agreed that an integral component of this expanded calling plan is the partial funding mechanism accomplished through the annual price cap filing of CenturyTel that was made concurrent with the filing of the Stipulation.  The total revenue requirement associated with the implementation of the Plan is **           **.   Under the Plan, customers who receive the expanded calling services will pay an additional monthly fee to help offset the total revenue requirement associated with the Plan.  For customers in the Forsyth, Kimberling City and Reeds Spring exchanges, the additional monthly fee is $2.50.  For customers in the Rockaway Beach exchange, the additional monthly fee is $3.50. These additional monthly fees are expected to produce **                                                                           ** in additional revenue to offset the cost of implementing the Plan.  The remainder of the cost of implementing the Plan **               ** is recovered by reducing the amount of the basic service rate reductions associated with CenturyTel's annual price cap filing made on August 1, 2005.  In other words, a portion of the revenues represented by the annual change in the telephone service component of the Consumer Price Index (CPI-TS) are being utilized to offset a portion of the revenue requirement necessary to effectuate this expanded calling plan.

5.
CenturyTel believes that expanded calling in these affected exchanges would not garner acceptance by its customers if the full revenue requirement associated with the Plan **                 ** were recovered through monthly expanded calling additives.  However, with the modest financial support from CenturyTel's CPI-TS rate adjustment proposed in the Stipulation And Agreement, CenturyTel believes there will be widespread consumer support for the Plan.

6.
On the other hand, if CenturyTel did not implement the Plan, but merely reduced basic local exchange and access rates on an across-the-board, equal percentage basis, the rate reductions for basic local exchange rates would be less than twenty-five cents (25 cents) per month.  Such small reductions would not gain widespread acclaim or even notice by the vast majority of CenturyTel's customers throughout the State of Missouri.  As a result, an across-the-board rate reduction for basic local exchange service is not an attractive option when the alternative exists for using a portion of these funds to solve the thorny problem of expanded calling for southern Missouri exchanges.


7.
In Staff's Suggestions, the Staff argues that Section 392.245 requires that any CPI-TS rate adjustment made by a price cap company must be made "across-the-board" on an equal percentage basis to all basic services.  However, Staff is in error on this point.     There is nothing in the language of Section 392.245 that compels a price cap company to reduce its basic local exchange rates on an equal percentage basis.  Section 392.2454(1) states in part:

Except as otherwise provided in subsections 8 and 9 of this section and section 392.248, the maximum allowable prices for exchange access and basic local telecommunications services of a large, incumbent local exchange telecommunications company regulated under this section shall not be changed prior to January 1, 2000. Thereafter, 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; 


8.
Contrary to Staff's Suggestions, there is no statutory reason why the rate reductions mandated by Section 392.245 must be applied across-the-board, on an equal percentage basis as long as the rate reductions are applied to basic local service and access rates, and aggregate to the full amount of the CPI-TS adjustment mandated by Section 392.245.  Not every element of these basic local exchange services must be impacted equally.  The rate design used to implement the CPI-TS rate adjustment may be applied in any reasonable manner, provided it is approved by the Commission, and adjusts basic local exchange and access rates in the aggregate by the full amount of the CPI-TS adjustment mandated in Section 392.245.  Under the Signatory Parties' Plan, basic local exchange and access services are reduced by the full amount of this statutorily mandated adjustment. 


9.
Contrary to the Staff's legal arguments in this case, Staff has previously recommended the approval of a rate design proposal that did not apply the CPI-TS rate reductions on an across-the-board, equal percentage basis.  In December, 2000, the Staff recommended approval of a Sprint proposal to eliminate the separate touch tone and zone mileage charges as a part of Sprint's annual CPI-TS rate adjustment filing.  (See Attachment No. 1, Staff Recommendation, File No. 200100493)("Sprint case").  According to the Staff Recommendation in the Sprint case, 

Rather than reducing all components of basic local services (access lines, measured access, EAS, service charges, touch tone, and zone mileage) by the amount of the CPI-TS adjustment, Sprint is proposing to eliminate the separate touch tone and zone mileage charges and combine these charges into the basic access line rates for business and residential customers.  (Staff Recommendation, p. 3 of 7).  

Staff clearly recognized that different customers would be impacted differently by the Sprint proposal when Staff pointed out in its Recommendation approving Sprint's proposal: 

The impact of these changes will be different for particular customers depending on whether they currently purchase Touch Tone service and pay zone mileage charges. . . Residential customers who currently purchase Touch Tone as a separate service and pay zone mileage—approximately 27% of customers—will realize a monthly savings of approximately 40 cents.  Customers who currently purchase Touch Tone and do not pay zone mileage charges (50% of customers) will incur a monthly rate increase of $1.95."    (original emphasis).


Yet in the Sprint case, Staff recommended approval of the proposed rate design:

Staff has analyzed Sprint's proposed price cap filing and find that it meets the requirements of the price cap regulations as set forth in RSMo 392.245.  Staff has no objections to the rate changes going into effect, including the elimination of separate Touch Tone and zone mileage charges.  (Attachment No. 1,  p. 7 of 7).

The Commission should reach a similar conclusion in this case and find that CenturyTel's proposed price cap filing meets the requirements of the price cap regulations as set forth in Section 392.245, RSMo.
In summary, the Commission should reject the Staff's argument in this case that Signatory Parties' proposal is not lawful since it does not adjust all basic local service rates by an equal percentage.  As demonstrated above, Staff has taken a different position in the Sprint case, and CenturyTel believes that Staff's previous interpretation of Section 392.245 was the correct one.

10.
Staff also stated that "the Staff believes the proposal may not be reasonable, and that an alternative rate design may be reasonable.  If the Commission determines that such a proposal is lawful, the Staff requests an evidentiary hearing to look at the reasonableness of the rate design and calling scopes of this and alternative plans, to be followed by a local hearing hearing in Branson."  (Staff Suggestions, p. 3).  Unfortunately, Staff is not specific about its concerns regarding either the rate design or the calling scopes.  The proposal was developed after numerous weekly conference calls among the Office of the Public Counsel, Staff, and CenturyTel.  CenturyTel is concerned that evidentiary hearings on this matter may unduly delay implementation of the Signatory Parties' proposal.  However, if Staff now has an alternative rate design proposal, it would be helpful if Staff would inform the Signatory Parties and the Commission of its specific proposal.  Rather than scheduling formal evidentiary hearings to hear Staff's proposal, CenturyTel believes that it would be preferable to convene an expedited prehearing conference to determine if Staff's concerns could be addressed in a more expeditious manner.

11.
 Staff also suggested that local hearings should be scheduled in Branson. CenturyTel would respectfully suggest that any local public hearings should be scheduled in Rockaway Beach, the exchange that initially raised the expanded calling scope issues and the exchange that would be most affected by the proposed expanded calling additive.  It is much more likely that the public in the Rockaway Beach exchange would be interested, and willing to attend local public hearings on this issue.

12.
In conclusion, the Commission has often balanced the various interests of consumers in the development of a specific rate design for telephone companies.  The Signatory Parties' proposal in this case strikes a reasonable balance between the need for expanded calling options in the Rockaway Beach, Forsyth, Reed Springs and Kimberling City exchanges, and the otherwise modest basic service rate reductions throughout the rest of the Company's service area.  CenturyTel believes that the Signatory Parties' proposal is both lawful and reasonable and should be approved by the Commission as expeditiously as possible.  

WHEREFORE, having responded to the Staff's Suggestions In Opposition To the Stipulation And Agreement, CenturyTel of Missouri, LLC respectfully requests that the Commission issue its Order approving the Stipulation and Agreement and the tariffs being filed by CenturyTel of Missouri, LLC on August 1, 2005.






Respectfully submitted,





CENTURYTEL OF MISSOURI, LLC







/s/ James M. Fischer
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James M. Fischer, Esq.
MBN 27543

Fischer & Dority, P.C.
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