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Q.
Please state your name, title, and business address.

A.
Barbara A. Meisenheimer, Chief Utility Economist, Office of the Public Counsel, P. O. Box 7800, Jefferson City, Missouri 65102.  I am also employed as an adjunct Economics Instructor for William Woods University.

Q.
Please summarize your educational and employment background.

A.
I hold a Bachelor of Science degree in Mathematics from the University of Missouri-Columbia (UMC) and have completed the comprehensive exams for a Ph.D. in Economics from the same institution.  My two fields of study are Quantitative Economics and Industrial Organization.  My outside field of study is Statistics.  I have taught Economics courses for the following institutions: University of Missouri-Columbia, William Woods University, and Lincoln University.  I have taught courses at both the undergraduate and graduate levels.

Q.
Have you testified previously before this commission?

A.
Yes, I have testified on numerous issues before the Missouri Public Service Commission. (PSC or Commission)

Q.
What is the purpose of your testimony?

A.
I am presenting Public Counsel’s response to the rebuttal testimony of Jason Olson filed on behalf of Southwestern Bell Telephone, L.P. d/b/a Southwestern Bell Telephone Company (SWBT), and David G. Winter and Arthur P. Kuss filed on behalf of the Staff of the Missouri Public Service Commission (Staff) regarding the proposed merger of Modern Telecommunications Company (Modern) and Northeast Missouri Rural Telephone Company. (NEMO)

Q.
In preparation of your testimony, what materials did you review?

A.
I have reviewed SWBT’s and the Staff’s rebuttal testimony as well as Gary Godfrey’s testimony and the proposed tariff previously filed by the Companies.  I have also reviewed the Commission’s Report and Order in Case No. TR-2001-344.

Q.
Has Public Counsel previously filed testimony in this case?

A.
No.  However, Public Counsel has worked with Modern and NEMO to develop potential terms that Public Counsel believes protects the interests of Modern’s local customers as they make the transition to service from the merged entity.  Additionally, Public Counsel has cooperated with the Company to develop an adequate notification letter designed to gage customer response to the proposed merger and to evaluate the need for public hearings in the affected areas.  The notification provided customers with a telephone number and address to contact our office.   Public Counsel wanted to hear comments and consumer reaction, if any, before submitting a final recommendation on the merger.

Q.
Please describe any customer concerns raised in response to the customer notification.

A.
We were contacted by two customers that were concerned about the proposed merger.   Only two Modern customers contacted the Office of the Public Counsel, both contacts were made by telephone to Senior Counsel, Michael Dandino.   He advised me that one customer opposed the merger stating that she had been receiving good service from Modern for years and did not see any reason to change.  The other customer expressed concern about the ability of the Company to increase rates because of the limited scope of the Commission’s authority over rates of a telephone cooperative.  No other comments were received.

Q.
Does public counsel propose local public hearings?

A.
Based upon the response to the notice as well as that there is no indication that the proposed merger is detrimental to Modern customers, Public Counsel does not believe local public hearings are needed or would add any significant information to the record.  Therefore, Public Counsel does not request local public hearings.

Q.
what is public counsel’s position on the merger?

A.
So long as certain conditions and the Company commitments are met, Public Counsel does not believe that the merger would be detrimental to the public interest.

Q.
please idenitfy the conditions and company commitments Public Counsel would require for this merger.

A.
Public Counsel supports the three conditions set forth on page 9 of the Rebuttal testimony of Staff Auditor David Winter.  Additionally, I believe that the Modern’s customers should not be required to pay more than their existing basic local rate.  It is my understanding that the Company is willing to commit that proposed merger would not initially result in an increase in the basic local rate or an increase in the majority of other local rates to the former Modern customers.  Although the Commission will no longer regulate Modern’s customers’ basic local rates, based on my experience with the Cooperatives past local rate design, I do not believe that on an ongoing basis the Modern customers are likely to pay higher basic local rates than they would face if Modern remained a separate entity.  

Q.
Do you believe that the merger will cause higher toll rates for these customers?  

A.
No, based on the requirement that an IXC is required average toll rates to its instate customers I do not believe it likely that the Modern customers will pay increased toll rates as a result of the merger.

Q.
Please identify the Staff’s General position regarding the post-merger treatment of access rates.

A.
Staff witness Arthur Kuss states that “Access rates should not vary among the exchanges of any Local Exchange Carrier (LEC), as contemplated in Section RSMo 392.200.2, which prohibits charging differing rates for like services under the same circumstances or conditions. Further, Sections RSMo 392.200.4 (1) and 392.200.5 limit geographic market segregation without showing reasonable necessity.  On this basis, I oppose any access rate structure that permits any geographic discrimination or nonuniform service area access rates.”

Q.
Does Public Counsel generally agree with this position?

A.
Yes.  Although Public Counsel originally opposed geographic deaveraging based on the serving ILEC, we do not seek to reargue that issue in this case and working within the bounds of the Commission’s previous decision, I agree with Mr. Kuss.

Q.
What is the significance of the Commission’s past decision to allow geographic deaveraging based on the serving ILEC?

A.
The Commission’s past decision has allowed CLECs to charge different rates based on the specific ILEC territory in which it is providing service.  This has resulted in a situation in which a CLEC may charge deaveraged rates to its customers for access and other services.

Q.
Do you believe that deaveraged rates for access would be an appropriate permanent rate design for the Merged Modern/NEMO entity?

A.
No, I do not.  Mr. Kuss’ first choice in addressing access rates appears to support adopting the blended access rates first proposed in the tariff revision File No.200201052, filed June 12,2002, to be effective January 01, 2003.  Public Counsel could support this outcome.    As an alternative, he indicates that a blended rate could be addressed post-merger in the context of the Staff’s earnings investigation.  Once again, I agree with Mr. Kuss that maintaining the existing rates would be acceptable on an interim basis.  If the Staff’s current rate review leads to development of a blended access rate within a reasonable amount of time, I would consider that an acceptable resolution.  If a blended rate is not developed within a year, I believe that the Company should as a condition of the merger agree to or be ordered by the Commission to file a proposed blended rate tariff.

Q.
SWBT witness Olson points out that Northeast appears to have terminating access rates at a level above that of other companies in the state.  Please comment on this discussion.

A.
I would point out that those access rates were reviewed and established in what I believe was the most recent contested local telephone company rate proceeding decided by this Commission.  (In the Matter of Northeast Missouri Rural Telephone Company’s Rate Case in Compliance with the Commission’s Orders in TO-99-530 and TO-99-254 (Case No. TR-2001-344, Report and Order, May 24, 2001)).  The rates were determined to be just and reasonable.

Q.
Mr. Olson observes that the Cooperative’s basic local rates for residence service is $5 and concludes that nemo’s customers effectively receive free local service. please comment on that statement.

A.
First, Mr. Olson’s discussion regarding the specific local rate that a Cooperative charges leads down a path that the Commission rejected in the NEMO rate proceeding (Case No. TR-2001-344).   The Commission properly focused its consideration in establishing access rates on a reasonable revenue requirement that should be collected from access rates.  The Commission then left to the Cooperative the decision on how to collect, if it chose to collect, more than $184,000 in additional revenue attributable to the Cooperative’s services other than wireless termination and access services.  Specifically, the Commission stated in its Report and Order:


The Commission has found that Northeast has a revenue requirement of $666,461.  In order to achieve part of that revenue requirement, the Commission finds that it is appropriate to allow the company to raise its access rates to level proposed by Public Counsel.  Northeast has failed to provide sufficient evidence that access rates at any higher level are just and reasonable.  Allowing Northeast to raise its access rates to this level will result in increased revenues of $420,498.  The Commission also determines that $61,375 should be imputed for the terminating wireless charge.  Northeast may raise local rates as it finds appropriate in order to capture the balance of the revenue requirement, $184,588.  This rate design fairly balances the interests of the telephone cooperative with the interests of the toll providers.  (Report and Order, p. 20).


If the Commission is inclined to give weight to Mr. Olson’s calculation of the “effective” local rate NEMO’s customers pay for local service, some portion of the more than $184,000 deficiency in revenue requirement from the Cooperatives other services reasonably should be factored into the equation.

q.
does this conclude your testimony?

A.
Yes, it does.
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