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Staff Recommendation

COMES NOW the Staff of the Missouri Public Service Commission and for its recommendation states:


1.
On October 25, 2004, Northeast Missouri Rural Telephone Company filed a financing application, along with an Application for Waiver and a Motion for Expedited Treatment.  In the Motion for Expedited Treatment, Northeast Missouri Rural Telephone Company requests that the Commission issue an order resolving this matter no later than December 3, 2004.


2.
In Case No. TF-97-276, the Commission authorized Northeast to borrow $22,146,550 for the purposes of acquisition of property; the construction, completion, extension, or improvement of its facilities; and the improvement or maintenance of its services.  Northeast has borrowed $12,092,000 to date.  The loan proceeds were used to replace existing core cable and analog carrier facilities and to provide digital capability.  In this case, Northeast requests an Order granting it standing authority for a period of three years until December 31, 2007, in which to refinance all or any part of the loan authority previously granted.  The new notes that have been negotiated thus far have maturity dates in 2015.


3.
Section 392.210.1 RSMo 2000 generally provides that a telecommunications company may, when authorized by order of the Commission, and not otherwise, issue notes or other evidence of indebtedness payable at periods of more than twelve months after the date thereof for the discharge or lawful refunding of its obligations.


4.
In the attached Memorandum, labeled Appendix A, the Staff recommends that the Commission approve the refinancing authority sought by Northeast.  In the Staff’s opinion, Northeast’s request is reasonable because refinancing will be at lower interest rates, will reduce the length of the loans, and will produce a positive net present value.  The Staff recommends that the Commission issue an order:

1) Granting Northeast standing authority for a period of three years until December 31, 2007, in which to refinance any or all of the loan authority granted in Case No. TF-97-276; 

2) Authorizing Northeast to enter into and perform in accordance with the terms of the Loan Agreement Amendment and Promissory Notes with the RUS and the RTB;

3) Authorizing Northeast to do any and all other things as may be reasonably necessary in furtherance of all acts specifically authorized;


4) Holding that nothing in the Commission’s order shall be considered a finding by the Commission of the value of these transactions for ratemaking purposes, and that the Commission reserves the right to consider the ratemaking treatment to be afforded these financing transactions and their results in cost of capital, in any later proceeding; and


5) Requiring Northeast to file the final terms and conditions for any refinancing that they complete.

6) Waiving the filing requirements of 4 CSR 240-3.530 (2)(G) that the application shall contain a five-year capitalization expenditure schedule.

7) Determining that the fee schedule of Section 386.300 RSMo does not apply to the loan amounts that were or will be borrowed pursuant to the Order Approving Financing in Case No. TF-97-276 and that will be refinanced pursuant an order in this case.

8) Granting such further relief as the Commission may deem just and proper under the circumstances.

WHEREFORE, the staff recommends approval of the refinancing authority sought by Northeast Missouri Rural Telephone Company.
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