STATE OF MISSOURI

PUBLIC SERVICE COMMISSION
At a session of the Public Service Commission held at its office in Jefferson City on the 12th day of August, 2004.  

In the Matter of the Investigation into the
)

Earnings of Citizens Telephone Company
)
Case No. IR-2005-0024

of Higginsville, Missouri.


)

ORDER APPROVING STIPULATION AND AGREEMENT

Procedural History:

On July 16, 2004, the Staff of the Missouri Public Service Commission filed its Motion to Open Case, stating that it had conducted an investigation and audit of the earnings of Citizens Telephone Company of Higginsville, Missouri.  Attached to its motion was a Stipulation and Agreement which, Staff stated, resolved all of the issues resulting from its investigation and audit.  On July 28, 2004, Staff filed Suggestions in Support of the Stipulation and Agreement.  A copy of the Stipulation and Agreement is attached as Attachment 1 to this Order. 

Discussion:

Staff states that its audit covered the twelve months ending December 31, 2002, updated for known and measurable changes in 2003.  Based on the audit and extensive negotiations, Staff, the Company, and the Office of the Public Counsel, entered into a Stipulation and Agreement that resolves all issues raised by the audit.  In particular, the Stipulation and Agreement provides for the reduction of Company’s gross intrastate revenues by about $183,291 annually, to be achieved by reducing (1) charges for 911‑related services, (2) local rates, (3) intrastate interLATA terminating carrier common line rate, and (4) intrastate interLATA and intraLATA local transport rates.  The latter reduction alone will account for roughly 60 percent of the total.  The Stipulation and Agreement also provides for a rate moratorium for four years and for a schedule of depreciation rates.  

In Staff’s Suggestions, Staff counsel William K. Haas advises the Commission to approve the Stipulation and Agreement.  The reduction of Citizens’ earnings by $183,291 is reasonable, Staff states, and should be approved.  Staff has spread this reduction over Citizens’ 911‑rates, its local rates and its access rates.  The reduction to the 911‑rates, while small (two percent), will bring those in line with levels advocated by Staff for other small local exchange companies and will result in savings for local governments using those services.  About a third of the reduction will be allocated to local rates. Citizens’ residential and business customers will enjoy reductions in basic rates as well as rates for certain optional features.  Finally, about 64 percent of the reduction is allocated to access charges.  Staff states that Citizens has relatively high intrastate access rates, its composite of $0.2179 per minute being the eighth highest of Missouri’s 43 incumbent local exchange companies.  If the Stipulation and Agreement is approved, Citizens composite will reduce to $0.1971 per minute, twelfth highest among Missouri’s 43 incumbents.  Finally, the Stipula​tion and Agreement includes new depreciation rates for Citizens that exclude net salvage.

Staff states that the Stipulation and Agreement is fair to both Citizens and its subscribers.  Staff has agreed to an unusually long rate moratorium of four years, based on the thorough audit and investigation of Citizens’ financial condition and to limit rate case expenses that would be passed on to Citizens’ customers.  Staff urges the Commission to approve the Stipulation and Agreement.  

The Commission has considered Staff’s motion, the Stipulation and Agreement, and Staff’s Suggestions.  The Commission finds that the Stipulation and Agreement will result in rates that are just and reasonable.  In addition, the Commission finds that the other aspects of the Stipulation and Agreement are in the public interest and should be approved.  

IT IS THEREFORE ORDERED:
1. That the Stipulation and Agreement of the parties, filed on July 16, 2004, and attached hereto as Attachment 1, is approved.  The parties are directed to comply with the Stipulation and Agreement.

2. That Citizens Telephone Company of Higginsville shall file tariffs in compliance with the Stipulation and Agreement in this case not later than August 22, 2004.

That this order shall become effective on August 22, 2004.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Clayton, Davis, and Appling, CC., concur.

Gaw, Ch., dissents.

Murray, C., dissents, with separate

dissenting opinion to follow.

Thompson, Deputy Chief Regulatory Law Judge
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