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Procedural History

Sprint Conmuni cations Conpany L.P. (Sprint) applied to the Conmm ssion on
January 14, 1997, for a certificate of service authority to provide basic | ocal
t el ecommuni cati ons services and local exchange telecomunications services in
M ssouri under  Sections 392.420 - . 440, RSMb 1994, and Sections 392.410
and .450, RSMo Supp. 1997. Sprint subsequently filed an anmended application on
March 17. Sprint was previously granted a conditional certificate of service
authority to provide basic |local and |ocal exchange tel ecommunications services
in the territories currently served by Southwestern Bell Tel ephone Conpany
(SWBT) and GTE M dwest Incorporated (GTE) on February 28 in Case No. TA-96-424.
In the present application Sprint seeks authority to provide those services in
the territory currently served by United Telephone of Mssouri d/b/a Sprint
(Sprint-United), an incunbent |ocal exchange conpany (ILEC) with which it is
affiliated. Sprint asked the Comm ssion to classify it as a conpetitive conpany
and waive certain statutes and rules as authorized by Sections 392.361 and
392.420. Sprint is a Delaware limted partnership with offices |ocated at 8140
Ward Parkway, 5th Floor, Kansas City, Mssouri 64114.

The Comm ssion issued an Oder and Notice on Mrch 10, directing parties
wi shing to intervene in the case to do so by April 9. The Conm ssion granted
intervention to SWBT and GIE on April 24. Sprint-United subsequently filed an
application for intervention on July 15 and the Conmm ssion issued its Oder
Granting Intervention Qut of Tine on August 25.

The parties filed a Stipulation and Agreenent (Stipulation, Attachnment A to
this order) on August 1. The Conmm ssion Staff (Staff) filed Suggestions in
Support of the Stipulation and Agreenent on Novenber 10. M filed an
application for intervention on Novenber 13, and filed a notion to consolidate
this case with Case No. TA-98-152 on Decenber 19. Responses to the notions were
filed by the parties, and on January 20, 1998, the Comm ssion issued its O der
Denying Intervention and Consolidation, and Setting Stipulation Hearing. A
stipul ation hearing was held as schedul ed on February 6.

Background

Sprint, which is certificated to provide intrastate interexchange services in
M ssouri, and basic |ocal and |ocal exchange services in the exchanges of SWBT
and GIE, wi shes certification to provide both resold and facilities-based basic
| ocal tel econmuni cations service and | ocal exchange tel ecommuni cations
services. Local exchange services are considered conpetitive services and are
subject to different rules and statutory requirenments than are basic | ocal




services. Therefore, they wll be considered separately in the discussion
bel ow.

Sprint wants to provide basic |ocal and |ocal exchange services in portions of
M ssouri that are currently served by Sprint-United. Sprint is not asking for
certification in any area that is served by a small incunbent |ocal exchange
provider. The specific exchanges in which Sprint proposes to operate are
described in Exhibit D to Sprint:s anended application (Attachnent B to this
order). Sprint 1is requesting that its basic I|ocal exchange services be
classified as conpetitive and that certain statutes and regulatory rules be
wai ved.

Discussion

A. Requirementsof 4 CSR 240-2.060(4)

Comm ssion Rule 4 CSR 240-2.060(4) requires a foreign corporation applying for
certification to provide telecommunications services to include in its
application a certificate fromthe Secretary of State showing it is authorized
to do business in Mssouri, a description of the types of service it intends to
provide, a description of the exchanges where it wll offer service, and a
proposed tariff with a 45-day effective date. Sprint has provided all the
required docunentation except for the proposed tariff. The conpany has
requested a tenporary waiver of 4 CSR 240-2.060(4)(H) because it is inpractical
for Sprint to submt a tariff until it has executed an interconnection or
resale agreenment with the ILEC involved. Sprint cannot price its resold
services until it has reached price agreenents with the ILEC fromwhich it wl]l
purchase those services. The conpany has agreed that, once it is possible to do
so, it wll submt to the Comm ssion for approval a proposed tariff with a
m ni rum 30-day effective date. Sprint will file the tariff in Case No. TA-97-
269 and give notice of the tariff filing to all the parties and participants.
Along with that filing Sprint has agreed to provide a witten disclosure of all
interconnection or resale agreenents it has entered into which affect its
M ssouri service areas.

B. Local exchange certification

The Comm ssion finds that Sprint=s entry into conpetition in the |ocal exchange
tel ecommuni cations nmarket is in the public interest and the conpany should be
granted a certificate of service authority. The Comm ssion finds that the | ocal
exchange services Sprint proposes to offer are conpetitive and the conpany
should be classified as a conpetitive conpany. The Comm ssion finds that
wai ving the statutes and Commission rules set out in Odered Paragraph 4 is
reasonabl e and not detrinmental to the public interest.

C. Basic local exchange certification

Section 392.455, RSMo Supp. 1997, sets out the requirenments for granting
certificates to provide basic |ocal teleconmunications service to new entrants.
A new entrant nust: (1) possess sufficient technical, financial and nmanageri al
resources and abilities to provide basic local telecomunications service;
(2) denonstrate that the services it proposes to offer satisfy the mninum
standards established by the Comm ssion; (3) set forth the geographic area in
which it proposes to offer service, and denonstrate that such area follows
exchange boundaries of the incunbent |ocal exchange tel ecommunications conpany




and IS no smaller t han an exchange; and (4) offer basi c | oca
t el ecomruni cations service as a separate and distinct service. In addition, the
Comm ssion nust give due consideration to equitable access for all M ssourians
to affordable telecomrunications services, regardless of where they live or
their incone.

1. Technical, financial and nanagerial resources and abilities. Sprint filed
Exhibit C wth its anended application, which |ists the names and
qualifications of its mnmanagenent team The team nenbers have experience in
various areas of the teleconmunications industry including technical, custoner
service, legal, sales, marketing, accounting and finance. Sprint also submtted
as Exhibit B a copy of the 1995 Annual Report to Shareholders for Sprint
Corporation, the parent company of both Sprint and Sprint-United. The parties
agreed in the Stipulation that Sprint possesses sufficient technical, financial
and manageri al resour ces and abilities to provi de basi c | ocal
t el econmuni cati ons servi ce.

2. The entrant=s proposed services satisfy the m ninum standards established by
the Commission. Sprint stated in its amended application that its services wll
i nclude dial-tone access to the public switched tel ecommunications network, 911
service, directory assistance, dual-party relay service, a universal telephone
directory, and various features and functions which will be avail able through
the resale of Sprint-United:s services by Sprint.

Sprint has agreed to neet the Commission:s mninmm basic |ocal service
standards, including quality of service and billing standards. The parties
agreed that Sprint proposes to offer basic l|ocal services that satisfy the
m ni mum st andar ds est abl i shed by the Commi ssi on.

3. The geographic area in which the conpany proposes to offer service. Sprint
sets out in Exhibit Dto its anended application all the exchanges in which it
proposes to offer services. Sprint has defined its service area by neans of the
tariffed exchange areas of the ILEC presently providing basic |ocal service in
t hose exchanges. Exhibit D consists of Conm ssion-approved tariff sheets filed
by Sprint-United, describing |ocal exchanges. The conpany has agreed that its
service area nust follow |ILEC exchange boundaries and be no smaller than an
exchange. The parties agreed that Sprint has sufficiently identified the
geographic area in which it proposes to offer basic |local service and that the
area follows | LEC exchange boundaries and is no smaller than an exchange.

4. The offering of basic local telecommunications service as a separate and
distinct service. Sprint has agreed to offer basic |ocal telecommunications
service as a separate and distinct service.

5. Equitable access for all Mssourians to affordable telecomunications
services. Sprint has agreed to provide equitable access, as determ ned by the
Comm ssion, for all Mssourians wthin the geographic area in which it wll
of fer basic local services in conpliance with Section 392.455(5), RSMb Supp.
1997.

D. Competitive classification

The Comm ssion may classify a teleconmunications provider as a conpetitive
conpany if the Conmm ssion determnes it is subject to sufficient conpetition to
justify a |l esser degree of regulation. " 392.361.2. In nmaking that determ nation




the Comm ssion may consider such factors as market share, financial resources
and name recognition, anong others. In the Matter of the Investigation for the
Purpose of Determning the dassification of the Services Provided by
| nt erexchange Tel ecommunication Conpanies Wthin the State of Mssouri,
30 Mb. P.S.C (NS ) 16 (1989); In the Mtter of Southwestern Bell Tel ephone
Conpany:=s Application for Classification of Certain Services as Transitionally
Conmpetitive, 1 M. P.S.C. 3d 479, 484 (1992). In addition, all the services a
conpetitive conpany provides nust be classified as conpetitive. " 392.361.3. The
Comm ssion has found that whether a service is conpetitive is a subject for
case-by-case examnation and that different criteria my be given greater
wei ght dependi ng upon the service being considered. |d. at 487.

The parties have agreed that Sprint should be classified as a conpetitive
t el econmuni cati ons conpany. The parties have also agreed that Sprint:s swtched
exchange access services nay be classified as conpetitive services, conditioned
upon certain limtations on Sprint=s ability to charge for its access services

Sprint has agreed that, unless otherwise ordered by the Conmmssion, its
originating and termnating access rates will be no greater than the | owest
Commi ssi on- approved corresponding access rates in effect at the date of
certification for the large incunbent LECs within those service areas in which
Sprint seeks to operate. The parties have agreed that the grant of service
authority and conpetitive classification to Sprint should be expressly
conditioned on the continued applicability of Section 392.200, RSMb Supp. 1997,
and on the requirenent that any increases in switched access services rates
above the maxi num swi tched access service rates set forth in the agreenent nust
be cost-justified pursuant to Sections 392.220, RSMb Supp. 1997 and 392. 230,
rather than Sections 392.500 and 392.510.

The parties agreed that waiver of the following statutes is appropriate:
Sections 392.210.2, 392.270, 392.280, 392.290.1, 392.300.2, 392.310, 392.320,
392. 330, RSMb Supp. 1997 and 392.340. The parties also agreed that application
of these Comm ssion rules could be waived: 4 CSR 240-10.020, 4 CSR 240-30. 040,
and 4 CSR 240- 35.

E. Additional conditions of certification

In addition to the terns and condition described above, the Stipulation
contains a nunber of additional ternms designed to apply specifically to the
provi sion of basic |ocal and |ocal exchange services by Sprint in the territory
served by Sprint-United. The additional terns are intended to address the
affiliate relationship between Sprint and Sprint-United, in order to mnimze
the opportunity for abuse of the relationship. The specific provisions nay be
sunmari zed as foll ows:

(a) Sprint will follow service quality rules, including reporting, to
t he sane extent as ot her CLEGCs.

(b) Sprint-United will treat Sprint as any other nonaffiliated
CLEC wth regard to interconnection, wunbundling, resale,
di ssem nation of technical information, the provision of new
services, or the nodification of facilities.

(c) Sprint will not receive preferential treatnent with regard to the display
of its nunber and information in Sprint-United:s phone directories.




(d) Sprint and Sprint-United will conduct operations independently.
(e) Sprint shall maintain separate books, records, and accounts;

(f) Sprint may not obtain credit in a way which would permt
the creditor to have direct recourse to the assets of Sprint-
Uni t ed.

(g) Sprint shall conduct all transactions with Sprint-United at
arms length and in witing.

(h) Sprint-United nmay not engage in discrinmnation between
Sprint and any other entity with regard to the provision or
procurenent of goods, services, facilities, information, and
t he establishnment of standards.

(1) Sprint-United shall account for any transactions wth
Sprint in accordance with accounting principles and rules of
the FCC and t he Conm ssi on.

(j) Both Sprint-United and Sprint shall fill requests for phone
exchange service or exchange access on the sanme terns for
unaffiliated entities as they do for affiliated entities.

(k) Both Sprint-United and Sprint shall fill any requirenent to provide
tel ecommuni cations facilities or services, or network information, to any other
entity under the sane terns and conditions, consistent with 47 U S.C. " 251.

(1) Both Sprint-United and Sprint shall charge its affiliate or
inmpute to itself an anobunt for access to its phone exchange
service and exchange access that is not l|less than the anount
charged to unaffiliated carriers for such service.

(m Sprint-United will offer unbundl ed network el enment (UNEs)
or resale throughout its territory, on the sane terns, prices,
and conditions, regardless of whether Sprint-United or Sprint
provi des the underlying facilities. However, the terns, prices,
and conditions may vary if the wunderlying facilities are
provi ded by a nonaffiliated CLEC

(n) Sprint shall not offer local services or functionalities
based on Sprint-Unitedss services or functionalities that
Sprint-United does not offer on a retail basis to its own end
user custoners.

(o) Sprint-United and Sprint shall be treated as one conpany
for purposes of determning the effective |evel of conpetition
in Sprint-United=s territory under S.B. 507.

The Conmi ssion finds that the question of what protections may be necessary in
a situation where a CLEC seeks a certificate of service authority to provide
basic local service in the territory of an ILEC with which it is affiliated is
a case of first inpression. Concerns were raised about the potential for abuses
in such a situation. One exanple discussed in Staff:=s Suggestions in Support of
the Stipulation and Agreenent and at the stipulation hearing is the possibility




that an affiliated CLEC could place new facilities and offer new services
instead of the ILEC, which could encourage the mgration of custoners to the
CLEC by I|imting the offerings of the ILEC, and could circunvent the
requirenents of the Federal Telecommunications Act of 1996 by depriving
conpetitors of access to new facilities or new services through the purchase
froman | LEC of services for resale or UNEs.

The Comm ssion finds that the provisions of the Stipulation address the major
concerns relating to the provision of basic local service by a CLEC in the
territory of an affiliated ILEC. In this case the ILEC, Sprint-United, and the
CLEC, Sprint, both have nmade affirmative conmmtnments and have signed the
Stipulation and agreed to be bound thereby. The Conmission finds that the
Stipulation, in conjunction wth the explanations, answers to questions, and
commtnments given at the stipulation hearing, should ensure that adequate
protections are in place to prevent abuses.

Findings of Fact

The M ssouri Public Service Conm ssion, having considered all of the conpetent
and substantial evidence upon the whole record, makes the follow ng findings of
fact:

A. The Comm ssion finds that conpetition in the |ocal exchange
and basic |ocal exchange tel ecommunications markets is in the
public interest.

B. The Comm ssion finds that Sprint has net the requirenents of
4 CSR 240-2.060(4) for applicants for certificates of service
authority to provide telecomrunications services wth the
exception of the filing of a tariff with a 45-day effective
dat e.

C. The Commi ssion finds that Sprint has denonstrated good cause
to support a tenporary waiver of the tariff filing requirenent
and the waiver shall be granted.

D. The Comm ssion finds that the | ocal exchange services narket
is conpetitive and that granting Sprint a certificate of
service authority to provide |ocal exchange tel ecommuni cations
services is in the public interest. Sprint=s certificate shal
becone effective when its tariff becones effective.

E. The Commission finds that Sprint neets the statutory
requi renents for provision of basic l|ocal teleconmunications
services and has agreed to abide by those requirenents in the
future. The Comm ssion determnes that granting Sprint a
certificate of service authority to provide basic |[ocal
exchange tel econmuni cations services is in the public interest.
Sprint:s certificate shall becone effective when its tariff
becones effective.

F. The Conmmi ssion finds that Sprint is a conpetitive conpany
and shall be granted waiver of the statutes and rules set out
in Ordered Paragraph 4.




G The Conmmission finds that Sprintss certification and
conpetitive status are expressly conditioned upon the continued
applicability of Section 392.200, RSMo Supp. 1997 and on the
requi renent that any increases in switched access service rates
above the maxi mum switched access service rates set forth in
t he agr eenent must be cost-justified pur suant to
Sections 392.220, RSMv Supp. 1997 and 392.230, rather than
Sections 392.500 and 392. 510.

H The Commission finds that the Stipulation and Agreenent
filed by the parties is a reasonable resolution of the issues.

|. The Comm ssion finds that the provisions in the Stipulation and Agreenent

whi ch address Sprint=s affiliated relationship with Sprint-United should provide
adequat e protection agai nst potential abuses.

Conclusions of L aw

The M ssouri Public Service Comm ssion has reached the foll ow ng concl usi ons of
| aw.

The Conmi ssion has the authority to grant certificates of service authority to
provi de telecomunications service within the State of Mssouri. Sprint has
requested certification wunder Sections 392.420 - .440 and Sections 392.410
and .450, RSMb Supp. 1997. Those statutes permt the Conmssion to grant a
certificate of service authority where the grant of authority is in the public
interest. Sections 392.361 and .420 authorize the Commission to nodify or
suspend the application of its rules and certain statutory provisions for
conpanies classified as conpetitive or transitionally conpetitive.

The Federal Tel ecommunications Act of 1996 and Sections 392.185 and 392. 455,
RSMo Supp. 1997 were designed to institute conpetition in the basic |ocal
exchange tel ecomunications narket in order to benefit all telecomrunications
consuners. Section 392.185, RSMb Supp. 1997 states that Athe provisions of this
chapter shall be construed to: (1) Pronpte universally available and widely
af fordabl e tel ecomunications services; . . . (3) Pronote diversity in the
supply of teleconmunications services and products throughout the state of
Mssouri; . . . (6) Allow full and fair conpetition to function as a substitute
for regulation when consistent with the protection of ratepayers and otherw se
consistent with the public interest . . . .0

The Comm ssion has the legal authority to accept a Stipulation and Agreenent
offered by the parties as a resolution of the issues raised in this case,
pursuant to " 536.060, RSMb Supp. 1997. Based upon the information contained
within the Stipulation and Agreenent of the parties, the supporting infornmation
offered at the hearing on February 6, 1998, and on its findings of fact, the
Comm ssion concludes that the Stipulation and Agreenent shall be approved and
that Sprint should be granted the certificate of service authority requested.

IT ISTHEREFORE ORDERED:

1. That the Stipulation and Agreenent entered into the record as Exhibit 1 on
February 6, 1998 (Attachnent A to this Report And Order) is adopted.

2. That Sprint Communi cations Conpany L.P. is granted a certificate of service




authority to provide |ocal exchange tel ecommunications services in the State of
M ssouri, to becone effective when the conpanyss tariff becones effective,
subject to all applicable statutes and Conm ssion rules except as specified in
this order.

3. That Sprint Conmmuni cations Conpany L.P. is granted a certificate of service
authority to provide basic local telecommunications services in the state of
M ssouri, subject to the conditions of certification set out above, to becone
ef fective when the conpany:=s tariff becomes effective.

4. That Sprint Comunications Conmpany L.P. is classified as a conpetitive
t el ecomruni cati ons conpany. The following statutes and regulatory rules shall
be wai ved:

St at ut es

392.210.2 - Uniform System of Accounts

392. 270 - valuation of property (ratemaking)

392. 280 - depreciation accounts

392.290.1 - issuance of securities

392.300.2 - acquisition of stock

392. 310 - stock and debt issuance

392. 320 - stock dividend paynent

392. 330, RSMb Supp. 1997

- issuance of securities, debts and notes

392. 340 - reorgani zation(s)

Conmi ssi on Rul es

4 CSR 240-10.020 - depreciation fund incone

4 CSR 240-30.040 - Uniform System of Accounts
4 CSR 240-35 - reporting of bypass and custoner
speci fic arrangenents

5. That the filing of a 45-day tariff as required by 4 CSR 240-2.060(4)(H is
wai ved until Sprint Comrunications Conpany L.P. has entered into a Conm ssion-
approved interconnection or resale agreenent that enables it to provide basic
| ocal exchange servi ces.

6. That Sprint Conmunications Conpany L.P. shall file tariff sheets for
approval reflecting the rates, rules, regulations and the services it wll
offer wwthin 30 days after Comm ssion approval of the necessary interconnection
or resale agreenent(s). The tariff shall be filed in Case No. TA-97-269 and




shall include a listing of the statutes and Comm ssion rules waived under
Ordered Paragraph 4.

7. That Sprint Communi cations Conpany L.P. shall give notice of the filing of
the tariffs described in Ordered Paragraph 6 to all parties or participants. In
addition, Sprint shall file a witten disclosure of all interconnection or
resale agreenments which affect its Mssouri service areas, all portions of
M ssouri service areas for which it does not have an interconnection or resale
agreenent, and an explanation of why no interconnection or resale agreenent is
necessary for those areas.

8. That the certification and conpetitive status of Sprint Comunications
Company L.P. are expressly conditioned upon the continued applicability of
Section 392.200, RSMb Supp. 1997, and upon the requirenent that any increases
in swtched access services rates above the maxi mum swtched access service
rates set forth in the Stipulation nust be cost-justified pursuant to
Sections 392.220, RSMo Supp. 1997, and 392.230, rather than Sections 392.500
and 392.510.

9. That this Report And Order shall becone effective on May 1, 1998.

BY THE COMMISSION

DaleHardy Roberts
Secretary/Chief Regulatory Law Judge

( SEAL)

Lunpe, Ch., Crunpton, Mirray,

Schenenauer and Drai ner, CC., concur.

Dated at Jefferson City, M ssouri

on this 21st day of April, 1998.







