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Staff Position Statement

COMES NOW the Staff of the Missouri Public Service Commission, by and through Counsel, and for Staff’s Position Statement, states as follows:

ISSUES

1. Is the merger detrimental to the public interest?

Position:  The Staff does not believe the proposed merger is detrimental to the public so long as certain conditions designed to protect the public are imposed.

2. Is the merger detrimental to the interest of local customers of Modern?

Position:  The Staff does not believe there is a detriment to the local customers of Modern, any loss of Commission oversight regarding local service rates is offset by the benefits of Northeast co-operative membership, such as voting input regarding governance of the organization, and participation in capital credits. 

3. Is the merger detrimental to the interest of local customers of Northeast?

Position:  The Staff is not aware of a detriment to the local customers of Northeast.  The Applicants have offered testimony that neither the customers of Modern nor the customers of Northeast will see an increase in their local service rates as a result of the merger.

4. Is the merger detrimental to the interest of any access service customers of Modern?

Position:  There is no detriment to access service customers of Modern because Modern has proposed continuation of their existing access rates.  In addition, Northeast has made a commitment to initiate a revenue neutral access rate proceeding by January 1, 2004, to accommodate Staff’s preferences for a single blended access rate, unless prior rate proceedings resolve this issue.

5. Is the merger detrimental to the interest of any access service customers of Northeast?

Position:  There is no detriment to access service customers of Northeast because Northeast has proposed continuation of their existing access rates.  In addition, Northeast has made a commitment to initiate a revenue neutral access rate proceeding by January 1, 2004, to accommodate Staff’s preferences for a single blended access rate, unless prior rate proceedings resolve this issue.

     6.          What conditions, if any, as proposed by Staff, should be attached to approval of the            

                   merger?

Position:  Northeast, as survivor of the merger, has agreed to meet the conditions   proposed by Staff, those being:  (a) to continue to honor the commitment of Modern to forego recovery in future rate cases of any acquisition premium of Modern in acquiring the three GTE/ now Modern exchanges; (b) to forego recovery in future rate cases of incremental acquisition costs; (c) to track all merger transaction costs so they can be excluded in future rate cases; (d) to honor the commitment of Modern to continue to use an additional income tax offset to the rate base associated with the  three Modern exchanges acquired from GTE; (e) to forego recovery in future rate cases the membership fee contribution of Modern to Modern customers in connection with this merger; (f) to obtain waiver of the requirement imposed in Commission Case No. TM-95-142 regarding the filing of a depreciation study; and (f) to file a revenue neutral access rate design proceeding on or before January 1, 2004, unless prior rate cases render it unnecessary to address any concern with regard to maintaining separate access rates for different exchanges.

     7.          What depreciation rates should be prescribed for the merged company?

Position:  Staff recommends that the merged company retain Northeast’s currently ordered depreciation rates with the authorization to use accelerated rates for purposes of booking depreciation expenses in excess of the minimum rates shown in Ms. Schad’s Schedule 6 attached to her Rebuttal testimony.
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