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REBUTTAL TESTIMONY 
OF 

JOHN C. DUNN 
ON BEHALF OF 

FIDELITY NATURAL GAS 
CASE NO. GR-92-314 

Please state your name and business address. 

My name is John C. Dunn. My business address is 11020 King 

Street, Overland Park, Kansas 66210. 

Are you the same John C. Dunn who filed direct testimony in 

this proceeding? 

Yes sir, I am. 

What is the purpose of your testimony at this point in the 

proceeding? 

My testimony is rebuttal testimony to the position taken by 

the Staff in connection with zone rates on the Missouri 

Pipeline system. I will also comment on information that 

has recently become available regarding developments in the 

bankruptcy proceeding of Edisto Resources, the parent of 

Missouri Pipeline Company. 

What is your position with respect to zone rates on the 

Missouri Pipeline system? 

I believe they are inappropriate, inequitable, contrary to 

Commission policy, and are being proposed only because the 

simplicity of the system makes zone rate calculations easy 

for this system. Furthermore, I will show that the zone 

rate proposal will lead to a perverse end result including 
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rates charged that are inversely related to length of haul 

and an end to the extension of gas service along the I-44 

corridor. 

What is the staff proposal to create zone rates for the 

Missouri Pipeline system? 

Staff Witness Proctor has proposed the creation of two 

zones on the Missouri Pipeline. (See Hearing Memorandum, 

Attachment A). When Missouri Gas is considered, the total 

delivery system will have three zones. These zones are 

shown on Schedule 1 of the workpapers of Michael Proctor 

supplied in this case. 

Schematically, the system is shown on page 2A. 

As shown by the schematic, Zone 1 covers the haul from 

Curryville to one-half mile south of Washington or a total 

distance of 78,5 miles. Zone 2 covers the haul from the 

Laclede lateral one-half mile south of Washington to 

Sullivan or a distance of 27.25 miles, and Zone 3 covers 

the distance from Sullivan to Fort Leonard Wood or a 

distance of approximately 68 miles. 
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A. 

What is your first reaction to this staff proposal? 

By any standards of the pipeline industry or regulation of 

pipelines, these zones are extremely short. More 

typically, zones are much longer covering substantially 

greater distances. For example, Panhandle Eastern has 

divided its total system for sales gas into two zones. The 

west end of the system which covers the field where gas is 

input into the system is Zone 1, and Zone 2 is the field to 

Detroit or a distance of several hundred miles. 

Texas Eastern, Panhandle's sister company, has zone rates 

on its system. The smallest zone on that system is 300 

miles in length. A subsidiary of Texas Eastern, Alginquin 

Pipeline, has a total length of 300 miles and it is a 

straight haul pipeline without zone charges. In the most 

recent rate proceeding, customers on that line (close to 

the input point) proposed zone rates. Those proposals were 

rejected by FERC for the 300 mile pipeline system. 

In the final analysis, although it is possible to make 

calculations that divide pipelines into five, ten, or 

twenty mile increments, most regulatory agencies agree that 

subdividing pipelines into such small zones does not 

promote important public policies or reflect underlying 

economic realities. 
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Q. 

A. 

The Proposal is Contrary to Commission Policy 

Why do you believe that the zone proposal is contrary to 

the Commission policy? 

I believe the Commission has repeatedly demonstrated in its 

decisions, particularly in connection with the telephone 

industry, that it is interested in increasing customer 

choice and extending service to as many customers as 

possible. As a result, although there have been repeated 

proposals to the Commission, particularly by the Staff to 

implement zone charges or deaverage rates, the Commission 

has rejected those in favor of promoting universal service 

at affordable rates. 

Has the Commission considered and rejected the adoption of 

zone charges in telephone cases? 

Yes. In three separate proceedings, the Commission has 

rejected the Staff's proposals to create zone charges for 

telephone companies. (See Re: Continental Telephone 

Company, 28 Mo. P.S.C. (N.S.) at 45 (1985); Re: Holway 

Telephone Company, 26 Mo. P.S.C. (N.S.) at 654 (1984); and 

Re: Le-Ru Telephone Company, Case No. TR-84-132 (1984) 

(attached as Schedule No. 1). In these proceedings, the 

Commission found that cost of service factors alone should 

not be determinative. Instead, the Commission has 

considered the overall impact of creating zone charges on 

the rates charged to the customers. In Re: Holway 
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Telephone Company and Re: Le-Ru Telephone Company, the 

overall rate increases were so substantial that the 

Commission determined "that any additional charge would be 

unreasonable." 28 Mo. P.S.C. (N.S.) at 49 (1985). In 

addition, the Commission has generally taken a public 

policy position that "geographic deaveraging of toll rates 

should be prohibited. " See Re: Investigation 

Telecommunications Issues, 28 Mo. P.S.C. at 600 (1986), 

attached as Schedule No. 1, This Commission policy is also 

consistent with federal policies that discourage geographic 

deaveraging of toll rates, These policies are designed to 

promote universal telephone service at reasonable and 

affordable rates. 

Is the overall rate increase proposed for Missouri Pipeline 

in this proceeding substantial? 

Yes. In its initial tariff filing, Missouri Pipeline 

requested an approximately 70% increase in rates. The 

Company's proposed increase did not include a rate design 

proposal to deaverage rates or create zone charges as 

proposed by the Staff. 

Section B, Schedule 1). 

(See Minimum Filing Requirements, 

If the Commission adopts the agreements contained in the 

Hearing Memorandum, Missouri Pipeline Company will receive 

an overall increase in revenues of approximately $1. 453 
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million, or 22%. By any measure, such an increase is quite 

substantial. 

If the Commission adopts the Staff's proposal to create 

zone charges, will Fidelity's rates increase by more than 

the system average increase? 

Most definitely. Fidelity's firm demand rates will 

increase by 87% compared to a system average increase of 

75%. Fidelity's firm commodity rates will increase by 

31.42% compared to a system average increase of 14.80%. As 

discussed in the testimony of Ken Matzdorff, this 

deaveraging of rates will make it extremely difficult to 

make natural gas available in Sullivan and in areas served 

by the MoGas Pipeline along the I-44 corridor. 

Are there any other reasons why you believe that the zone 

rate proposal is contrary to Commission policy? 

The staff made a similar zone rate proposal to the 

Commission for this pipeline in the certificate Case No. 

GA-90-280. (Direct Testimony of Craig A. Jones, Ex. 

No. 96, pp. 19-21 and Schedule 5). After various parties, 

including Laclede Gas Company, Missouri Pipeline Company 

and the Cities of Union, Washington, st. Clair, Rolla 

Municipal Utilities and the County of Franklin, Missouri, 

opposed the staff's zone rate proposal, the Commission 

Staff agreed to enter in a Joint Recommendation (attached 
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as Schedule No. 2) in which it abandoned its zone rate 

proposal and instead agreed that: 

The MPC transportation rates established by 
the Commission in this proceeding in the New 
MPC Service Area shall be the same as the 
transportation rates currently charged by MPC 
in its current service area. 

9 {Schedule No. 2, p. 2). 
10 
11 In its Report and Order in Case No. GA-90-280, the 
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Commission stated at page 17: 

The Commission has considered MPC's 
proposal, and evidence supporting same, to 
charge the same transportation rates in its 
requested pipeline extension as it presently 
charges in its existing pipeline. At hearing, 
this single rate was referred to as a 
"blanket" rate. The Commission finds that 
MPC's proposal for one blanket rate is 
reasonable and supported by the evidence. The 
Company's increased volumes, through 
deliveries to Laclede under the ESCO contract, 
will make it feasible to recoup its new 
investment without increasing its rates. The 
Commission also finds that maintaining MPC's 
present rate will help keep the cost of 
downstream deliveries of natural gas in the 
I-44 corridor, discussed infra, at a 
competitive level. 

The Commission also specifically reserved "for its future 

consideration the question of treating MoGas and MPC as one 

entity for ratemaking purposes. 11 ( Report and Order, p. 

4 0) • 

In my opinion, the decision of the Commission in Case No. 

GA-90-280 to adopt a single, averaged rate structure 

throughout the Missouri Pipeline Company system will 

promote the availability of natural gas at competitive 
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prices. I believe that the Commission should reaffirm its 

earlier decision in this proceeding, especially since 

Fidelity Natural Gas (and probably other municipalities) 

have built distribution system(s) in reliance upon an 

averaged transportation rate. 

Are there any specific reasons why this proposal would be 

contrary to the Commission policy of extending service? 

The zone rate proposal made by the Staff will make natural 

gas more expensive the further the gas is hauled on the 

Missouri Pipeline/Missouri Gas system. I think there is a 

strong probability that this will lead to a termination of 

development of LDCs outside of Zone 1 simply because LDCs 

under the staff proposal will not be able to effectively 

compete with alternative supplies of energy, particularly 

propane. 

For example, the City of Rolla has already considered the 

issue of extending a franchise to supply natural gas within 

its city limits. It has delayed issuing a franchise 

because of questions about the economic feasibility of 

natural gas in Rolla. Those concerns regarding the 

economic feasibility arise under the current rate design. 

If the zone rate proposal is implemented, natural gas for 

Rolla and nearby communities may not be economically 

feasible. 
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The same may be true for Sullivan. It appears that natural 

gas in Sullivan (especially for high volume users) will no 

longer be competitive under the zone rates proposed by the 

Staff. This may mean that development of the natural gas 

system in Sullivan will be slowed and ultimately natural 

gas will not be made available to all potential Sullivan 

customers. 

Are there any other factors which make this contrary to 

Commission policy? 

The impact of the Staff proposal is on the wrong end of the 

system. There are a number of small towns and delivery 

points north and east of Sullivan which are served by 

Laclede. Laclede is charging the same averaged rates for 

the new systems as those charged in St. Louis. It is 

intuitively reasonable that the cost of doing business in 

new service areas is higher than the embedded cost of 

providing service from older, ·well developed and less 

expensive facilities in st. Louis. Nonetheless, the 

Commission has approved such an approach. This approach is 

good public policy since it will facilitate extension of 

service and to provide new customers with benefits of 

choice between fuels and natural gas as an alternative. 

The Staff now proposes, contrary to the intent of the 

Commission decisions, that while one group of customers on 
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A. 

the Missouri Pipeline system is being subsidized by 

charging those customers average rates, another group of 

customers, including Sullivan and St. James, will be 

burdened with additional charges making their gas less 

affordable rather than more affordable. 

The Proposal Is Inequitable 

Why is the Staff proposal for zone rates at this point in 

the history of Missouri Pipeline inequitable to Fidelity 

Natural Gas? 

The Staff made this proposal to the Commission in the 

initial proceeding concerning the extension of the Missouri 

Pipeline facilities in Case No. GA-90-280. The Commission 

instead adopted an averaged rate structure. Based on the 

Commission findings and the principles of regulation 

embodied in those findings, Fidelity Natural Gas proceeded 

with its plans to develop a natural gas distribution system 

in Sullivan. 

The Staff proposal today, to change the rate design on 

Missouri Pipeline, is a proposal which is tantamount to 

changing the rules part way through the game. Furthermore, 

the change in rules is not neutral. rt is very detrimental 

to Fidelity Natural Gas and had Fidelity been faced with 

zone rates when the initial decisions were made, it may not 

10 
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have proceeded with the development of the natural gas 

distribution system in Sullivan. 

How can such a major decision as whether or not to proceed 

with Fidelity Natural Gas depend upon what appears to be a 

relatively minor change' in the rate design? 

The move to zone rates is not a minor change in the rate 

design. We believe that the move in zone rates will have 

a number of effects on the system. First, it will reduce 

the realized sale volumes on the system because it will 

competitively disadvantage natural gas development. Such 

a reduction in volumes will lead to unnecessary increases 

in rates for the volumes on the system. Thus, under zone 

rates, volumes will be lower and charges will be higher 

than what they would have been under average rates. 

Had Fidelity, at the point of its decision, been confronted 

with the probability of continuously escalating gas rates 

and an underutilized system, that uncertainty may have had 

a substantial impact on the Fidelity decision to develop 

the Sullivan gas distribution system. Under today's zone 

rate proposal, Fidelity has sunk costs and is in a 

different situation. In a sense, Fidelity could become the 

victim of a regulatory "bait and switch". 

11 
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Will a change to zone rates today, besides being 

inequitable to Fidelity, have any impact on the development 

of the system? 

I believe it will. As natural gas becomes less 

competitive, as a result of rate designs and other factors, 

market penetration will slow and the development of the 

Fidelity system will likewise slow. 

Zone Rates Will Produce a Perverse End Result 

How do you believe zone rates will impact rates actually 

charged by Missouri Pipeline to its customers? 

I believe that if the Commission approves zone rates, that 

those customers in Zone 2, such as Fidelity Natural Gas, 

will pay more for their natural gas than those customers in 

Zone 1. However, to the extent that customers in Zone 3 

have not yet committed for Missouri Pipeline 

transportation, their rates for the longest hauls may 

ultimately be much less than the rate for the haul to Zone 

2. This is because the zone approach will make longer 

hauls uneconomic and ultimately cause Missouri Pipeline to 

discount the long hauls to obtain the business, 

Thus, Laclede, the largest gas distribution company in the 

state, will receive a rate decrease. Any increase that is 

actually realized as a result of this case, will fall on 

the shoulders of three or four small distribution 

12 
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Q. 

A. 

Q. 

A. 

operations including Fidelity Natural Gas. In the end, it 

probably won't be possible for economic development of LDC 

properties in Zone 3 under this concept and, if further 

development is forthcoming on the system, it will require 

that Missouri Pipeline and Missouri Gas offer rates below 

the full tariff amount. This means that Missouri Pipeline 

and Missouri Gas will be further impaired and another 

unnecessary round of rate increases must take place. This 

no doubt will push even more of the cost of the system on 

to those who can least afford it, Fidelity Natural Gas and 

the other small systems in Zone 2. The net result will be 

that the middle of the system, Zone 2, will pay the highest 

rates. 

The Zone Proposal is Not Theoretically Sound 

In what way does the ability to make this zone calculation 

lead to in the staff proposal? 

In my view, the only reason why the Staff would propose 

zone rates for a 27 mile long zone is because the system is 

relatively simple and the calculation can be made. In my 

view, however, this reasoning is based on a false premise 

and leads to an inappropriate public policy recommendation. 

Why is that? 

Certainly, there is some basis for the assertion that every 

customer on every utility system has a somewhat different 

13 
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cost of service. All customers are different distances 

from points of supply, central offices, and power plants. 

Houses are different distances from the streets. Laterals, 

service drops and loops all are different for different 

customers. These observations leads to the conclusion that 

the cost of service is different, therefore, the rate 

should be different. 

However, commissions have reviewed these arguments over the 

years and rejected them because the differences in cost are 

more apparent than real. This is because customers as a 

group tend to support each other. 

If part of the customers leave, the costs for the remaining 

customers would be higher. If it happens that the 

customers with a higher apparent cost of service leave the 

system, the cost of service for remaining customers goes 

up. From the other perspective, if a higher cost class of 

customers is added to a system, costs may go down for all 

existing customers. 

Nowhere in business is it more true than for utilities that 

if customers don't hang together, they hang separately. 

Furthermore, just because a pipeline can be theoretically 

broken up into different zones based upon artificial 

14 
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Q. 

A. 

manipulatio'ns of accounts, there is no reason to believe 

that these manipulations reflect real differences in cost 

of service. As noted above, if any one customer leaves, 

generally all remaining customers suffer regardless of the 

calculated cost of service of that customer. This has lead 

commissions to the conclusion that customers benefit from 

expansion of service and that customers have a common 

interest and should share common costs. 

In this case, there is an assumption that because the gas 

supply is at the north end of the system, all costs can be 

related to distance from that point of supply. However, in 

the future it may be that this system will receive supply 

from the south (or north) end via an interconnect with the 

city of Springfield (or Jefferson City). If that's the 

case, the results of the calculation might flip flop and 

the presumed economics of the entire process would change. 

Have these problems been considered by commissions and 

resolved in other cases? 

The FERC, the regulatory authority over most pipeline 

companies, has extensive experience in pipeline rate 

design. They have dealt with these problems repeatedly and 

generally have rejected zone charges for short distances 

because of the uncertainty it creates and the fact that 
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although calculations can be made, there is no consensus 

opinion that the calculations reflect the reality of cost 

incurrence. 

Are there any other new matters which have come to light 

since the prehearing conference in connection with this 

company's operation? 

It was noted in the direct testimony that Missouri 

Pipeline's parent company, Edisto Resources Corp. had 

entered bankruptcy. There has been action in that 

proceeding which has been reported by Forbes in the 

January 18, 1993 issue. In part, Forbes reported, "the 

holders of Edisto's 103 million of senior notes including 

Trust Company of the West are trying to help Edisto ram 

through a quickie, pre-negotiated bankruptcy filing in 

order to salvage their investment in the Dallas based 

company. If approved, the plan would give those 

noteholders about 90 percent of the equity in the 

reorganized Edisto." (See Schedule No. 3). 

This indicates that the company may be 90 percent debt 

financed rather than the debt financing level proposed in 

this case. Furthermore, the article goes on to state that 

other creditors including the U.S. Department of Interior 

and many other oil and gas production companies may become 

involved in the proceeding because of abandonment 
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liabilities of Edisto and clean up costs which they may 

face in the future. Again, the implications of this set of 

circumstances for this case counsel a conservative approach 

and suggest that a delay would be appropriate until the 

facts and circumstances are more fully revealed and 

understood. 

Does this conclude your rebuttal testimony? 

Yes. It does. 
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4,1 LAKE LOTAWANA. ET AL. 
28 Mo. P.S.C. (N.S.) 

Commission in United·s last rate case, TR-85-179. This service has 
been called optional extended area service (optional EAS). The 
Commission issued its order in that case on October 21, 1985. In that 
order United was given until N ovcmber 28. 1985, to file the new tariffs 
for the optional service. U nitcd filed the tariffs. which became effective 
on November 28. 1985. 

Complainants had filed motions for rehearing of the decision in 
Case No. TR-85-179 alleging the increase for optional EAS was unjust 
and unreasonable. The Commission denied the motions. Complain­
ants then filed a Petition For Writ Of Review with the Johnson rounty 
Circuit Court seeking to have the Commission decision approving the 
rate increase reversed. Complainants' petition contains the same 
allegations and addresses the same issue raised in this complaint. 

The Commission has reviewed the cases cited by United in support 
of its motion. The cases are not on point. The cases involve a lower 
court's attempt to change a decision in the same case after an appeal 
was filed. The Commission accepts this as a current statement of the 
law but has determined the situation presented herein is substantially 
different. Herc. rather than an attempt to have the Commission change 
its decision in TR-85-179. Complainants arc attempting to have the 
rates set in TR-85-179 changed through the complaint process. 

Complaints concerning telephone rates are governed by Section 
386.390. R.S.Mo. 1978. That section limits the persons who may file 
complaints concerning rates to officials of the "city, town, village or 
county within which the alleged violation occurred ... The Commission 
finds that complainants City of Sibley. The 249 Phone Committee. 
City of Oak Grove and City of Buckner should he dismissed from this 
case based upon Section 393.260. R.S. Mo. 1978. The rates complained 
of apply only to Lake Lotawana customers and so the other 
complainants arc \vithout standing to file a complaint against those 
rates. Onlv City of Lake Lotawana and Jackson County may file a 
complaint concerning the rates in question. 

Based upon the a hO\'C determinations, the Commission will dismiss 
complainants City of Oak GroYe. City of Buckner. City of Sibley and 
The 249 Phone Committee as complainants in this action. The 
Commission has determined that City of Lake Lotawana and Jackson 
County arc proper complainants and so their complaints will not be 
dismissed. 

It is. therefore. 
nRnF:f?.FO: I. Tlwt City or Oak c;rove. City nf Buckner. City of Sibley and The 

~-l'O Phnne Cotnmittc,:, :1.re hcrehy dismis~cd a.'- complainants from this case. 
() R [) !-.' R /:" n.· _,_ ·1 h:1 t t In itrd T•c 1 •:r, hone C nmpa ny of :vi i<.s0u ri shall file an answer 

:,, 1hi,;. cnrnrl.,in! within Thirty (~0) da~-~ or the d;itr:- or this order. 
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CONTINENTAL TELEPHONE CO. 45 
28 Mo. P.S.C. (N,S,) 

ORDERED: 3. That this order shall become effective on the date hereof. 

Steinmeier, Chm., Musgrave, Hendren and Fischer, CC .. Concur. 
Mueller, C., Absent. 

In the matter of Continental Telephone Company of Missouri, 
headquartered in Wentzville, Missouri, for authority to file 
tariffs increasing rates for local exchange access line service 
provided to customers in selected exchanges in the Missouri 
service area of the company. 

Case No. TR-85•176 
Decided November 15, 1985 

Telephone §§1, 11, 12, 20, 24. When considering zone and mileage charges for '31 
telephone utilities. REA financing requirements are a factor to be considered along 
with other factors. Where non-REA factors arguing for such charges are highly 

persuasive. the Commission will not overrule such charges just to ensure REA funding. 

Where such charges are clearly inappropriate the Commission will not order them 
merely to show its independence of the REA. 

APPEARANCES: 

W.R. England, Ill. Attorney at Law, Hawkins, Brydon & 
Swearengen, P.C., P.O. Box 456, Jefferson City, Missouri, 65102, for 
Continental Telephone Company of Missouri. 

Joni K. Oa. Assistant Public Counsel. P.O. Box 7800. Jefferson 
City, Missouri, 65102, for Office of the Public Counsel and The Public. 

Linda K. Malinowski. Assistant General Counsel, P.O. Box 360, 
Jefferson City, Missouri. 65102, for Staff of the Missouri Public 
Service Commission. 

REPORT AND ORDER 

On December 12, 1984, Continental Telephone Company of 
Missouri (Company or Continental) submitted to this Commission 
revised tariffs for telephone service rendered in fourteen (14) of its 
Missouri telephone exchanges. The exchanges affected are; Blue Eye, 
Branson, Branson West. Cleveland, Fordland, Forsyth, Highlandville. 
Kimberling City, Mano, Ozark, Peculiar, Reeds Spring, Rockaway 
Beach and Sparta. 

The purpose of the tariff filing was to revise rates in these fourteen 
( 14) exchanges ( I) to reflect the fact that as a result of Continental's 
current construction program in these fourteen ( 14) exchanges, service 

~ 
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would be upgraded from one and four-party service to all one-party 
service; (2) to establish a uniformly flat rate throughout each exchange 
and thereby eliminate any zone or mileage charges; (3) to achieve a 
"revenue neutral" position so that while some customers might 
experience an increase in their individual rates other customers would 
experience a decrease in their rates and the overall revenue received by 
Continental under the revised tariffs would be the same as that received 
under the existing tariffs. The revised tariffs had a proposed effective 
date of February I. l 985 although the rates would not go into actual 
effect in each exchange until the upgrading was completed in that 
exchange. 

By orders dated January 31 and May 30, 1985, the Commission 
suspended the proposed effective date to December I, 1985, unless 
othcnvisc ordered by the Commission, to allow sufficient time to 
determine if the proposed rates were just and reasonable. A procedural 
schedule was established for the filing of prefiled testimony and for a 
hearing of the issues. Company and Staff filed their prepared 
testimony and exhibits as required by the Commission and Continental 
notified its customers in these fourteen ( 14) exchanges of the upgrading 
of services, the proposed rate revision and the hearing scheduled to 
begin September 19, 1985. On September 10, 1985 and pursuant to 
Commission directive. representatives of Continental. the Staff and 
the Public Counsel participated in a pre hearing conference. As a result 
of said prehearing conference it became apparent that there was only 
one issue to be resolved in this case. Testimony on that issue was taken 
on September 19, 1985, and the parties filed briefs in accordance with 
the briefing schedule. 

Findings of Fact 
Having considered ail the competent and substantial evidence 

upon the \Vhole record. the Missouri Public Service Commission 
makes the following findings of fact. 

There appears to be no disagreement among the parties as to the 
reasonableness of Company's decision to upgrade these fourteen (14) 
exchanges to an all one-party system or as to the Company's decision 
to finance this construction via a loan obtained through the Rural 
Electrification Administration (REA). There appears to be no 
disagreement as to the revenue neutrality of the proposed revision of 
rates. 

The issue in this case centers on whether Company should be 
allowed, as it proposes, to implement a !lat-rate tariff for access to local 
exchange service thrnnµhont each exchange among the fourteen (14) 
c-xchanp.:c<: in <7uetinn ;1.nd thereby eliminate nny zone or mileage 
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charges or whether to maintain, as Staff proposes, a rate differential 
between the Base Rate Area (BRA) and Outside the Base Rate Area 
(OBRA). Under Staffs proposal the mileage rates presently charged in 
these fourteen (14) exchanges would be eliminated and zone charges 
would be implemented for OBRA customers to reflect the higher cost 
of providing local exchange service outside the BRA. Public Counsel 
supports the rate revision proposed by Company in this case. 

In support of its proposed, revised rates Company states that as a 
condition of obtaining financing from REA it was required to provide 
tariffs which eliminate mileage and zone charges for the lowest grade of 
service offered. Since the fourteen (14) exchanges have been, or will be, 
upgraded to all one-party service, Company is required to submit 
tariffs which eliminate mileage and zone charges entirely in the 
fourteen ( 14) exchanges. Company pointed out that, if the Commission 
requires zone charges in this case, it will jeopardize the Company's 
obtaining loan money for one-party upgrades in any exchanges where 
construction is not completed. Where the construction is incomplete 
the Company will have to change the one-party system to a combin­
ation one-party and four-party system or finance the completion with a 
more expensive, non-REA loan. In addition, the Company offered 
testimony which indicated that, if the Commission requires zone 
charges in this case, REA will not allow any Missouri telephone 
company to borrow REA funds for one-party upgrades unless the 
systems to be upgraded have, as an alternative, four-party service 
without zone and mileage charges. 

Company states that the upgrading will benefit all customers in the 
fourteen ( 14) exchanges by raising their quality of service through 
reduced noise on the line, improved accuracy and speed of dialing and 
improved access of customers to each other because all customers will 
have one-party service; by eliminating the Company's costs of 
investigating and solving problems involving party-line complaints; 
and by the generation of additional revenue through increased toll 
demands stimulated by access of all the customers to one-party service. 

Communities of 1,500 population or less qualify for REA financing. 
However, REA has provided financing to a company that might serve 
a community larger than 1,500 population, if that were the only way 
that people in the rural areas surrounding the town could get service. In 
the instant case, three (3) exchanges would not be eligible for REA 
financing, if not for their rural OBRA subscribers. This is because the 
three (3) exchanges do not meet the rural test under the Rural 
Electrification Act. Company states that since 51 % of the money spent 
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will benefit rural subscribers. all subscriber construction in the three 
(3) exchanges can be financed with REA funds. 

Based on the above considerations, Company feels its proposed 
flat-rate tariffs arc justified since all customers in the fourte~n (14) 
exchanges benefit from the upgrade and from the lower cost of 
financing the upgrade through a loan sponsored by the REA. 

Staff has two (2) major objections to the Company's proposed 
tariff revision. First, Staff states that the tariffs are inequitable since 
customers OBR/\ will experience greater benefits from the upgrade 
than will BR/\ customers. BRA customers had one-party service prior 
to upgrade and the majority of customers OBRA did not have one­
party service prior to upgrade. Without zone charges, OBRA customers 
will pay no more and in some cases less than the BRA customers who 
will experience less of the upgrade benefit and are less costly to serve. 

Second, Staff feels that the REA, by requiring borrowers to hav.e 
no zone or mileage charges for the lowest level of service in the 
upgraded exchanges, is engaging in de facto ratemaking in the State of 
Missouri. Staff states that such de facto ratemaking is beyond the 
authority of the REA. 

The Company responds to these objections of Staff by stating that 
the REA ·s loan conditions are not an effort to preempt the Commis­
sion ·s statutory duty to fix rates and frame rate design but are simply a 
condition of financing. Further, Company disagrees with Staffs 
charge that the proposed flat-rates arc not equitable. Company states 
that if Staff is trying to recover the cost of service, then its zone charges 
arc too low; if. on the other hand. Staff is trying to send a cost-causer 
signal. the signal is inappropriate in this situation. Company states that 
cost-causer signals arc useful only where the customer has a choice to 
go a lesser level of service at a lower cost or reduce his cost by reducing 
his amount of usage. Since all the fourteen ( 14) exchanges are, or will 
he. upgraded to all one-party service, the customers in question have 
no alternative to the zone chnrges except termination of service or 
relocation inside the base rate area. 

The Commission has been faced recently with two (2) cases that 
dealt with zone charges where the company was a borrower from REA. 
/11 the ma/fer of !fa/way Telephone Company. 26 Mo.PSC (NS) 654 
(1984) and !11 the Maller of Le-Ru Telephone Company, TR-84-132 
( 1984). In both those cases Staff recommended zone charges to reflect 
the difference in cost between customers inside and outside the base 
rate area. In hoth those cases the Commission concluded that the cost 
nf extrndinP. <scr\'icc- hc-ynnd thr I1R/\ is not the determinative 
C!J!l'-idc--r:ition. Bcc:i11sc the r:itc incrcr1sc was .<::o ."-tthstantial in both 
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those cases, the Commission determined that any additional charge 
would be unreasonable. 

In the instant case, there is not the problem of a substantial rate 
increase with the zone charges as an addition to the increase. Therefore 
the Staff has asked for a clear directive as to Commission policy on 
zone and mileage charges, given its rulings in Holway and Le-Ru. In its 
testimony, Staff asked to know whether the Commission disapproves 
of zone and mileage charges per se or whether the Commission 
disapproves of zone and mileage charges because of REA requirements. 
The Commission can only partially answer the question as posed. The 
Commission is not against zone and mileage charges per se, nor is it in 
favor of them regardless of the consequences. The REA requirements 
are a factor to be considered along with other factors. Where the 
non-REA factors arguing for such charges are highly persuasive, the 
Commission wilI not overrule such charges just to ensure REA 
funding. Where such charges are clearly inappropriate the Commission 
will not order them merely to show its independence of the REA. 

In this instance, the usefulness of such charges as a cost-related 
signal is suspect since the OB RA customer cannot choose to go to a less 
expensive level of service. When the upgrading is finished. the fourteen 
(14) exchanges involved in this case will offer one-party service only. 
Further, adopting zone charges in this case could jeopardize some of 
the remainder of Contincntal's REA financing as well as any one-party 
upgrades being proposed for REA financing by other companies. In 
this case, REA financing is less expensive than other sources of 
financing which can redound to the benefit of all of Continental's 
telephone customers. It would be imprudent to jeopardize such cost 
savings to all ofContinental's customers. The company has persuaded 
this Commission that zone charges are inappropriate in this case. 

There is no question that the balancing of the respective interests in 
this case is made more difficult by the REA's policy of the Rural 
Electrification Administration concerning zone charges. This Com­
mission is not free to evaluate only the arguments concerning the cost 
justifications and equitable considerations concerning the application 
of zone charges in this case. Rather, it must also weigh in the balance 
the threat of RE/\ money being withdrawn entirely from Continental's 
upgrade program, if the Commission concludes that zone charges are 
appropriate outside the base rate area for one-party service, unless the 
Commission also is willing to see Continental retain or re-establish 
four-party service without zone charges. 

The Rural Electrification Administration witness in this case states 
that REA does not, and does not believe it can, establish ra"tes or rate 
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design within the State of Missouri. While this may be literally true, it 
is a point of semantics and not substance. The practical effect of the 
REA policy is that if REA disagrees with a state regulatory 
commission ·s local rate design for a local telephone company based on 
local costs and local considerations, then REA may withdraw future 
funding or require a redesign of the upgrade plans of local exchange 
companies to include four-party service without mileage or zone 
charges. REA ·s dollars arc not provided to the states for the benefit of 
rural telephone customers unless the states implement the rate design 
acceptable to REA, which requires that no zone charges be imple­
mented on the lowest grade of service available in a community. This 
means that the state regulatory agency has the choice of adopting the 
rate design conditions which REA has prescribed or foregoing federal 
dollars which the Congress has determined should be made available 
to the states for the benefit of rural telephone customers. 

This Commission believes that the REA should reassess its 
national policy with regard to zone and mileage charges. State 
regulatory bodies are in a better position to assess the unique 
circumstances of each local exchange within their jurisdiction to 
determine whether or not zone or mileage charges are in the public 
interest. 

Conclusions 

The Missouri Public Service Commission has arrived at the 
following conclusions. 

The Company is a public utility subject to the jurisdiction of this 
Commission pursuant to Chapters 386 and 392, RSMo 1978. The 
Commission suspended Company's tariffs which arc the subject of this 
proceeding under Section 392.230. RS Mo I 978. The burden of proof 
to show the increased rates are just and reasonable is upon Company. 
The Commission may consider all facts which in its judgment have any 
bearing upon a proper determination of the setting of fair and 
reasonable rates. Based upon the evidence and the findings made 
above. the Commission has determined that the rates proposed by 
Company for access to local exchange service in the fourteen (14) 
exchanges in question are just and reasonable and should be allowed to 
go into effect. 

lt is. therefore. 

OR DE RED: /. That pursuant to the findings and conclusions made in this Report 
and Order. the t:i.riffs submitted to the Commission by Continental Telephone 
_Company nf Missouri on Dcccmher !2. 1984, and resubmitted by said Company on 
Scr11;mher 19. I ORS. uc aprrnvcd hcrchy :i.nd may he effective for service rendered on 
:ind :i.ftcr Novemh(."r 2). ]085. 
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ORDERED: 2. That by this Report and Order any objections not ruled upon 
heretofore are overruled and any outstanding motions are denied. 

ORDERED: 3. That this Report and Order shall become effective on the 25th day 
of November, 1985. 

Steinmeier, Chm., Musgrave, Hendren and Fischer, CC., Concur. 
Mueller, C., dissents with opinion attached. 

Dissenting Opinion of 
Commissioner Allan G. Mueller 

Continental Telephone Company 
Case No. TR-85-176 

I respectfully dissent from the opinion of the majority of this case. 
It is my opinion that excessive and unreasonable restrictions placed on 
Continental by the Rural Electrification Administration (REA) 
through its loan agreement have inhibited this Commission's ability to 
reach an unbiased decision in this case. 

The REA controls the purse strings through its general fund 
policies, which contain restrictive conditions that effectively conflict 
with this Commission's authority to set rates and regulate telephone 
service in the State of Missouri. In response to these restrictions, this 
Commission has opted to implement a rate design for all one-party 
service in fourteen ( 14) of Continental's exchanges which: 

I) is contrary to the rate design previously approved for 
Continental's other one hundred twenty (120) exchanges 
in Missouri and· therefore inconsistent with Company's 
policies. and 

2) increases rates significantly for customers in the base rate 
area (BRA) who already have one-party service and will 
not have an upgrade of service because of the project. 

In regard to point number 2, Continenta!'s four-party local 
exchange rates outside the base rate area (OBRA) are currently set at a 
higher rate level than the corresponding one-party base rate area local 
exchange rate. While it may seem unreasonable that a lower grade of 
service would be priced higher than a higher grade of service. one must 
surmise that the reason the Company has proposed and the Com­
mission in the past has approved four-party rates which are higher than 
the BRA one-party rates because of the higher cost of providing 
service. Staff testified this was also the reason why the Company has 
proposed zone and mileage charges on one-party service in its other 
exchanges. as recently as last year in its Wentzville toll center. 
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To ignore cost when considering the rate design for telephone 
service is diametrically opposed to the current pricing trends in the 
telecommunications industry. 

Furthermore, Continental has not justified, as required by law, the 
elimination of mileage charges for these fourteen (14) exchanges. The 
cost relationship of outside plant facilities between the BRA and 
OilRA, which was performed by the Company, justifies an offset in 
rates between the BRA and OBRA. Rather than dispute the 
conclusions of its study, the Company prays that the Commission 
adopt the common one-party rate design so as not to jeopardize the 
Company's REA funding. These rates are unreasonable and force the 
customers in the BRA to pay for the upgrade in service for the 
customer OBRA. 

The resulting rate design is a typical example of what happens when 
the f cderal bureaucracy dictates a blanket policy requiring all states to 
follow, in order to obtain their share of the federal dollar. In doing so, 
they have a total disregard for the effect that this policy would have on 
the local area. In this case we see REA policy resulting in a minority of 
the customers located in BRA being burdened with most of the cost for 
upgrading that portion of a telephone system located OBRA. This is 
unfair and inequitable. 

In this case. the Commission had the opportunity to hear testimony 
and ask questions of the Company witness Mr. John Arnesen, the 
assistant administrator of the REA telephone division. In my opinion, 
Mr. Arnesen did not give a clear. definite answer as to whether or not 
the telephone company is precluded from receiving REA funds if the 
state Commission orders one-party service with zone or mileage 
charges for persons OBRA. All of his yes and no answers had 
qualifying statements attached which made it unclear to me as to the 
precise policy of the REA. During several attempts, Ms. Malinowski 
tried to get Mr. Arnesen to respond with a simple yes or no, however 
-;he gave up in vain on page 71 of the transcript. Throughout his 
testimony and cross-examination. Mr. Arnesen never states un­
equivocally that the REA will not lend money for a one-party upgrade 
allowing zone charges. 

Mr. Arnesen·s rebuttal testimony (Exhibit 6. page 6) states: 

"I suspect comrany officials might find it difficult to explain to a rural 
customer why they may have to pay son;.-, 100%, and possibly more for 
one-party service cornp:J. red to the fou r-pany rate if the cost diff crcntial is only 
!4.6i:c." 

Nowhere in this case does the Staff recommend a 50%, 100%, or 
mnrr r:itr- incri:-:1~r fnr 0nc-r:1rtv s~rvice ns cnmp;ired tn four-p8rty 
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service. However, I would challenge Company officials to explain to 
the 71 BRA customers in the Blue Eye exchange why they must pay 
26% more for their existing one-party service, while the 1,241 OBRA 
customers will only have to pay 4% to receive upgraded one-party 
service. 

Mr. Arnesen (Testimony, page 6) tries to compare zone and 
mileage charges in an urban-suburban.environment using an example 
of his newly-purchased home in Washington, D.C. He states that he is 
approximately four airline miles from the central office and is at the 
edge of the exchange boundary and pays no mileage or zone charges. 
That may be the case in Washington, D.C. However, let me remind the 
Commission that Southwestern Bell charges three different rates for 
premium flat rate service in the St. Louis area. The center zone, which 
is the City of St. Louis, pays $11.60 per month. The first tier which is 
the suburb of Webster Groves, pays $12.10 per month and the second 
tier which is the Kirkwood suburb, pays $12. 75 per month. There are 
also three rates in the metropolitan St. Louis area for standard 
measured service, two-party measured service, and two-party flat rate 
service. Standard measured service also has distance and time charges 
based on mileage in the metropolitan St. Louis area. Therefore, it is not 
unusual for zone charges in the metropolitan area in the State of 
Missouri. 

Throughout Mr. Arnesen 's testimony and cross-examination, he 
repeatedly points out the possibility of the Commission allowing zone 
charges for OBRA one-party service if the Company would provide for 
rural four-party service at a flat rate. In my opinion, this policy of the 
REA borders on stupidity. By requiring four-party service the 
Company would be taking a step backwards in telecommunications 
business. Both the Company and Staff testified as to the advantages of 
one-party service. These include eliminating party line disputes, 
eliminating many long distance billing problems, reducing mainten­
ance costs by 41 %, reducing field visits and elimination of party line 
CPE. It appears to me that this policy of the REA states that if you do 
not do it our way, we're going to punish the Company and the 
ratepayers. 

Finally, the result of this rate design on the Continental customers 
in these fourteen ( 14) exchanges is not in the public interest. ls it fair to 
increase the existing one-party residential customer rates, say in 
Branson, $2.15, from $8.20 to $10.35 while increasing the existing 
four-party residential rates in Branson $0.70 from $9.65 to $10.35? 
Isn't the four-party customer the one who will receive the improved 
telephone service by the upgrade to one-party service? 
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Mr. Paul Pederson of Staff testified and no one refuted, that the 
multiline customers who were being upgraded to one-party service, 
received the greatest benefits. These benefits included one hundred 
percent access to the network. elimination of party line disrutes, 
privacy, the elimination of long distance billing problems and toll 
fraud, the cli m ination of ringer changes in telephone sets, and provided 
the customer with options of alarm circuits, usage pricing, data 
computer circuits. customer premise equipment compatibility and 
automatic answering devices. 

The Company and Public Counsel have argued that there arc 
"shared'" benefits such as less noise on the line while dialing, accuracy 
in dialing. less maintenance an<l therefore less cost to the Company. Is 
it logical that the "shared"' benefits received by the existing one-party 
customers within the BRA arc \Vorth more ($2.15 increase in rates) 
than the combined benefits. that is the physical upgrade plus shared 
benefits received by the four-party customers outside the BRA (only a 
S. 70 increase)'' I think not. 

N orma!ly. one would suspect in this situation that the majority of 
the telephone customers would be in the base rate area. However, in 
this situation we find the exact opposite. In all fourteen ( 14) exchanges, 
there arc 8.736 customers in the base rate area and 15,007 customers 
outside the hase rate area. The most dramatic example of this is the 
Blue Eye exchange which has 71 base rate area customers and 1,241 
outside the base rate area customers. It seems unfair and inequitable to 
place the burden of this upgrade or the-entire system on the base rate 
area customers which receive very little benefit. (n all but four(4) of the 
ex.changes. the one-party base rate customer will receive a 26% increase 
in telephone rates while the four-rarty outside the base rate area 
customer \vill receive onc-rarty service or increases ranging from 2% to 
7r:r,. ;\\so. in each exchange. if you arc outside the base rate area by 
one-half mile or more and have one-party service, at the present time 
you will receive a rate reduction. The amount of this reduction will 
increase as one moves farther a\v,1v from the base rate area. 

The dictates of the RE1\ are· the true motivations behind this 
Commission's Uccision. >lo one has offered competent or substantial 
e,·idcnce which wou Id justify the cl imina tion of the current rate design 
preserving a cost rclationsh ip between the OB RA and BRA customers. 
The evidence is undisputed that an all one-party upgrade is in the 
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public interest. The Company's proposal is not justified or equitable 
and does not share the cost as the benefits are shared. 

EDITOR'S NOTE: An Exchange Area Map, attached to the above 
dissent, has not been published. If needed it is available in official case 
files of the Missouri Public Service Commission. 

In the matter of the application of M.P .B., Inc., for permission, 
approval and a certificate of convenience and necessity 
authorizing it to own, operate, install, reconstruct, control, 
manage and maintain a sewer system for the public located in 
an unincorporated area in Jefferson County, Missouri, 

In the matter of the application of House Springs Sewer 
Company, Inc., for permission, approval and a certificate of 
convenience and necessity authorizing it to own, operate, 
install, reconstruct, control, manage and maintain a sewer 
system for the public located in an unincorporated area in 
Jefferson County, Missouri. 

Case Nos. SA-85-103 and SA-85-134 
Decided November 15, 1985 

Certificate of Convenience and Necessity or Permit §§41, 70.l. Public Utilities§§ I. 49. 
Sewers §§1, 2. Commission favors the watershed approach when certificating a sewer 
company rather than a piece-meal approach to certificating the same area if supported 
by evidence that it is necessary for the public convenience and necessity. 

APPEARANCES: 

Cara L. Derring, Attorney at Law, West First and South Jefferson, 
Farmington, Missouri, 63640, for M.P.B., Inc. 

Willard C. Reine, Attorney at Law, 314 East High Street, Jefferson 
City, Missouri, 65!0!, for House Springs Sewer Company, Inc. 

Gary W. Duffy, Attorney at Law, Hawkins, Brydon & Swearengen, 
P.C., P.O. Box 456, Jefferson City, Missouri, 65102, for lntervenors. 

Daniel Maher, Assistant Public Counsel, P.O. Box 7800, Jefferson 
City, Missouri, 65102, for Office of the Public Counsel and The Public. 

Linda K. Malinowski, Assistant General Counsel, P.O. Box 360, 
Jefferson City, Missouri, 65102, for Staff of the Missouri Public 
Service Commission. 
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"Ordcrrrl: :!. I hat l 1ninn Flcctric Company, upon the closing of the cont mets 
a prro"e<l herein, he. and hereby is, relieved of its obligations to provide steam to St. 
Louis under Chapters ~R6 and JQJ of the Revised Statutes of Missouri: and its 
certif'icntc llr cnn\rnirncc :rnd necessity to opcrntc as a heating company shall be 
co11sidereJ forfeited :i.s of the d:nc of s:tid closing.·· 

Ordacd: 3. Th;it the d11curncnts filed by Union Electric Company on June 5, 1984, arc in 
rn111pliancc with the Commissicrn·s ~fay 4, 19R4. report and order in this matter and the sale 
is therefore approHd. contingent upon the con!racts being dosed within the time period 
prescribed therein. 

Ordcrrd: 4. l hat this order shall become effective on the date hereof. 

Stcinmcicr, Chm., tv1usrravc, Mueller and Hendren, CC .. Concur and 
certify compliance with the provisions of Section 536.080. R.S.M.Q, 1978. 
Fischer, C., Not Participating. 

In the mntter of Holway Telephone Company for authority lo 
file tariffs increasing rates for telephone service provided to 
customers in the Missouri service area of the company.* 

Ca.fc Nn. TR·83·287 
Drcidrd June 14, 1984 

Tclrphone §§.l. I 9, 2-1, 30. Tr\cphone company on rehearing granted stipulated rate 
incrc:ise. Stipubtion \\"fl' lc,s th:in Staff would have recommended and was based on 10% 
financing lo:in ror upgrading. Commi5sinn ordered upgrading and so approved rate 
increase. Dis,cnt critici1cd comp:my for expensive upgrade for benefit of very few 
cust(,mcrs where limited service :irca, no commitment on loan prior to construction and no 
study 0f ability of rn,tomer<; to hc:i.r cost. 

,\!'PEA RANCES: 

W.R. Fngland, 111, Attorney at Law. Post Office Box 456, Jefferson City, 
r-.1issouri 65102, for Holway Telephone Company. 

Darnell rv. I'f!ttC!If[ill, Assistant Public Counsel, Office of Public Counsel, 
Post Office Box 7800, Jefferson City. ·Missouri 65102. for the Office of Public 
Counsel and the public. 

ftfartin C. Rothfe!dcr, Assistant General Counsel, Missouri Public 
Service Commission. Post Office Box 360, Jeff crson City, Missouri 65102, for 
the Staff of the Missouri Public Service Commission. 

REPORT AND ORDER 

On March 11. 1983. Holway Telephone Company (Company) submitted 
to the Commission revised tariffs designed to increase rates for telephone 
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service provided to customers in Company's certified service area, The 
Commission, pursuant to Section 392.230. R.S.Mo. 1978. suspended the 
proposed rates. Company sought interim rates in conjunction with its 
permanent rate request. The Commission granted Company interim rates 
effective June 1, 1983. 

At the hearing on the matter of permanent rates, the parties introduced a 
stipulation which resolved all issues except one. Subsequent to the hearing the 
Commission set another hearing in Skidmore, Missouri, to take customer 
testimony. Based upon the testimony at the hearing in Skidmore the 
Commission issued a report and order rejecting the parties' stipulation and 
making the interim rates the permanent rates. In that order the Commission 
determined that zone rates should not be charged by Company. 

Ori February 2. 1984. Company filed an application for rehearing in this 
matter. After reciting what it considered various errors, Company requested 
that the Commission receive additional testimony concerning the Company"s 
response to the complaints about telephone service testified to at the 
Skidmore hearing and clarify the order on zone charges. The Commission 
granted Company's application for rehearing. The Commission granted the 
rehearing to allow the parties to address all issues in the case, and in particular, 
to address the complaints of customers and the overall quality of service of 
Company. The Commission further clarified its order denying zone rates by 
denying mileage rates. The Commission in its order requested the parties 
address the possibility of phasing in any rate increase granted. 

This matter was reheard on May 11. 1984. The parties adopted a Hearing 
Memorandum prior to the hearing in which all issues were resolved except 
whether to allow zone rates in the Company's service area. The Hearing 
Memorandum submitted by the parties is as follows. 

II EARING MEMORANDUM 

The above-captioned matter represents the revised permanent tariff filing of 
Holway Telephone Company ("Company'"), which was filed with the Missouri 
Public Service Commission ("Commission .. ) on March 11, I 9R3. The purpose of 
that revised tnriff fi!ing was to implement a general rate increase in charges ror locn! 
telephone service. On January 24. 1984, the Commission issued its Report and 
Order dim pp roving a stipulation and agreement between Company and Staff and 
ordered that the interim rates which were then in effect he made permanent. 

On March 2!, 1984, pursuant to an Application for Rehearing which was filed 
with the Commission by Company, the Commission issued its Order Granting 
Application for Rehearing. 

On April 6, 1984, the Commission issued its Order Setting Hearing. Pursuant to 
said order, a prehearing conference was convened in the Commission's offices on 
May 10, 1984, at which time representatives of Company. Staff and Office of Public 
Counsel ("Public Counsel") appeared at and participated in said conference. As a 
result of this prehearing conference, the parties submit the following memorandum: 

I. Re1•cmu! Deficiency 

The parties agree and stipulate that Company sh;ill be permitted to file 
pc-rrn:rncnt !C'kphonc tariff,; rlcsir,nc-d to incrcnse its Missourijurisdictionnl, p.ro$$ 
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annual re\'enue,; (exclusive of revenue derived from 1.onc chargcs 1 and gross 
receipt,; and f ranehi,;c taxt·s) hy Fifty-six Thc-usnnd Two 11 undrcd and Five 00/ I 00 
Dollus ($56,205.00) ahovc those revenues derived from rates currently in effect. 
Actual rates for various telephone service will be as follows: 

A. Loc~d Acccs,; Linc Rates: Rate 

Residence 
Business. one-party 
Key Systems Trunk 

Total Annual Increase to Revenue 

8. Service Connection Charges: 

Residence 

Service Order 
Trip 
Central Office Access 
Station H:ind!ing 
Premise Wiring 
J:ick 
Business 

Service Order 
Trip 
Ccntrnl Office Access 
Station H:inclling 
Premise Wiring 
Jack 

Tot:il Annual Increase to Revenue 

$16.00 
28.00 
42.00. 

$ 5.00 
7.75 
7.50 
4.65 

11.40 
3.50 

$ 7.50 
7.75 
7.50 
4.65 

16.20 
3.50 

C. Standard Rotary Di:il Telephone Instrument Charge: 

Iota! Annual lncrcnse to Revenue 

D. Miscc!!ancous Equipment Charges: 

Cl:iss of Service 

Pushbutton Access 
Pushbutton Instrument 
Key Systems 

Type A-2 Linc 
Tyre 8-J Linc 
Type C-Exp:indahlc 

Automatic Answer Equipment 
Automatic Answer Equipment 
Automatic Amwer Equipment 
Automatic Answer Equipment 

$ 1.70 

Rate 

$ 1.75 
I.OD 

10.50 
1.60 
2.50 

10.50 
7.95 
8.60 

10.25 
14.65 

$43,125 

$ 2,795 

2,795 

$ 7,913 

'tr 1hr (nmmi~~inn dr1rrminr~ 1h;it th<" f"nmr:inv nurh1 tn irnrkm,.nt 1nnedi:ir_v.cs. it i~ :iniiciriatcd that the 
.,,,., h• !,,..- rr,•:1'>•:d 11,irn , .. n~ ,l,;11,;n "tll am<'ut,t to app10~1matcl~ $5.71,0.00. anm1:1lly. :rnd will be in 

,,,1,1,1,,-11 1,, th,: ir,rn111· dr!t.·1,·11e, ,,f <;~r,.20:-; fl/l :ivirn! In l1<:rcin. 
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Signal Equipmcnt-C/O Switch 
Compact Telephone 
Amplifier Handset 
Decorator Phone 
Gong 
Bell 
Additional Listing 
Non-Pub. ff-Res. 
M ilcagc for Extension 

First 1/4 Mile 
Additional 1/4 Mile 

Total Annual Increase to Revenue 

E. Semi-Public Telephone Rates: 

Total Annual Increase to Revenue 

1.35 
I.ID 
1.50 
1.85 
1.35 
1.35 
.80 

I.DO 

2.40 
I.DO 

$42.00 

657 

$ 2,372 

$ 0 

The parties further stipulate and agree that the rates specified hereinabove shall 
become effective for service rendered on and after July I, 1984. If these rates and 
other matters herein to which the parties have stipulated and agreed are approved 
and accepted by the Commission. then Company agrees that. absent extraordinary 
circumstances, it will not file tariffs designed to increase rates for local access line 
service prior to July _1. 1985. 

2. Quality of Service 
The prefilcd testimony and exhibits of Company and Staff indicate that the 

quality of telephone service currently being provided by Company exceeds the 
Commission's standards. Company. nevertheless. agrees to continue its ongoing 
program designed to maintain this quality of service. Company's current program 
includes the testing of all new installations to determine battery. loss, noise. and 
power influence levels at the time of installation; the daily reading of overnow 
meters to check trunk busy: the routine dialing of all CAMA ( I + DOD) TSPS 
(0 + DDD) and EAS (extended area service) trunks: and the quarterly •. random 
testing of service quality with a central office analyzer, which automatically places 
test calls through the office to check the switching path and completion of the call. 
Company further agrees to comply with all recommendations contained in Staffs 
prepared testimony filed in this matter. 

Staff agrees that, between December 31. 1984. and June 30. 1985, it will 
reinvestigate the quality of Company's service and file the results of its investigation 
with the Commission. 

3.Miscellaneous Tariff Matters 
Company agrees to perform a cost study of its actual service connection 

activities in the State of Missouri. Company further agrees to submit the results of 
that study to the Commission no later than September I, 1984. 

Company also agrees to establish a reconnection of service charge of $7.50 
where service has only been suspended (not actually disconnected). Company 
further agrees to work with the Staff to draft appropriate tariff language defining 
when and how service will merely be "suspended." 

Company agrees to withdraw its revised tariff insofar as said tariff proposes a 

$10.00 charge for returned checks. 
4. Dcrreciminn Rrrtc.~ 

The parties .igrcc and s1iru!atc th:1t beginning .July l. JCJR4, Cr:,mp:rny shn!l 
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Annual 

,\cct. No. ! )escript ion Rate% 

207 R ighls nf Way 2.0 
212 Buildings 2.9 
221 Central Office Equipment 5 () 
2:11 Station Appar:1tus 20.0 
2:1-2 Station Connection (Outside Drop) 5.0 
241 Pok 1.ines 4.5 
242.1 Aerial Cable 5.0 
242 . .1 HurierJ Cnh!e 4.G 
243 Acri:d \Vire 20.0 
244 Underground Conduit 2.0 
261 Furniture nnd Office Equipment 4.0 
2(,4 \'chides and Other Work Equipment 15.0 

5. 7onc Rarc.t 
The Staff has prop0scd that Company create and rile with the Commission base 

rate area maps for the two exchanges which it pre:-ent!y serves. In addition. Staff 
prop(lscs that Company implement. outside of the snid base rate areas. zone 
charges to rcnect the rac! that there arc additional co:-ts nssociated with serving 
those customer,;; outside of said hase rate area. Company, on the other hand, 
proposes th,1t a one-party nat rate charge be cstabfo;hed for the entire exchange 
with no additional charge to renect the additional cost in serving customers outside 
or the base rate area. For purposes of hearing:. the: parties further agree that they 
may present additi0nnl suppkmenta! and . ."or rebuttal testimony relative to this 
issue either in prcp,1red. written form, or orally at the time of hearing. Public 
C'0tmscl also proposes a 0ne-party n:it rate charge given the unique characteristics 
of Company. Public Counsel rnbmits tlrnt the addition of Starrs proposed $1.60 
and S:J.20 7one charge" to the agreed upon $16.00 one-party Oat rate charge and the 
ngrced upon st:indnr<l instrument rental of$ I. 70 places the cost of basic service in 
excess of the mc:im of n significnnt number of Company ratepayers. Public 
Coun,;;cl also 0pposes the 7.0ne charges proposed by Staff because. as the issue is 
framed in this c:ise. they would increase Comp,1ny's revenue requirement from 
56.205.00 to $61,956.00. 

Witnesses: Company - llanks. Supplemental Testimony, pp. 4-5: Staff 
Pederson. Direct Testimony, pp. 4-9; Gladden. Supplemental Testimony. 

6. Orhcr ft.farrcr.~ 

To the extent the panics hnve stipulated and agreed to certain matters 
cnnt:iined herein. s:iid ;igreemen!s represent a negotiated compromise and none of 
the parties to this Hearing Memorandum sha!l be prejudiced or bound by the terms 
or the agreements contained herein in :my future proceeding, or in this procecGing, 
in the event the Commission docs not ;i.pprovc those agreements. 

None of the parties to this Hearing ?'v1emorandum shall be deemed to have 
,1ppro\'ed or acquiesced in any ratemaking principle or any method of cost of 
service dctermin;ition, cost allocation or rate design underlying or supposed to 
underlie any of the rates or other matters to which the parties have herein stipulated 
and agreed. 

Ir 1hc Commissinn so requires. its St<1ff sh:-111 have the right to submit to the 
(_'nmmission :in cxpl;in;1tinn of its ratiorrnlc for entering into this H_caring 
\ frmnrn nd11 m :1 nd to rro\'idc- ! he Com mission with \vh:i1cvcr furl her explanation 
1 h•· ( ·Pmm!,,inn rc·qur~ts St;'\rr·s t':<rl:111:-itinn sh:dl nnt hccnme n pnrt of the record 
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in this proceeding and shall not bind or prejudice the Staff in any future proceeding, 
or in this proceeding, in the event the Commission docs not approve and accept 
those matters to which the parties have stipulated and agreed. It is understood by 
the parties hereto that any rationale advanced by the Staff in such explanation arc 
[sic] its own, and arc [sic] not acquiesced in, or otherwise adopted by such other 

parties. 
In the event the Commission approves and accepts those matters to which the 

parties have stipulated and agreed herein. the parties waive their right to present 
oral argument and written briefs. pursuant to Section 536.080(1). RSMo 1978; 
thr-ir right ocrt;;i.ining to the reading of the transcript by the Commission, pursuant 
to Section 536.080(3), RS Mo 1978; and their right to judicial review, pursuant to 
Section 386.510, RSMo 1978. 

659 

This Hearing Memorandum has resulted from extensive negotiations among 
the signatory parties. and to the extent it contains matters of stipulation and 
agreement among the parties. those matters are interdependent, and that in the 
event the Commission docs not approve and adopt those matters of stipulation and 
agreement contained in this Hearing Memorandum in their totality, and in the 
event the tariffs to which the parties have hercinabove agreed do not become 
effective for service rendered on and after July I, 1984. then, under those 
circumstances, the parties agree that this Hearing Memorandum shall be Void and 
no party shall be bound by any of the agreements contained herein. 

EDITOR'S NOTE: Signature lines deleted. 

The Commission in dealing with the rate increase requested in this case has 
become very concerned about the effects of dramatic rate increases on the 
ability of all persons to afford telephone service. Telephone service has 
become. especially in rural areas such as that served by Company, a necessity, 
a lifeline for some persons. The Commission was concerned in this case that 
Company proceeded with a million dollar upgrading of a system that serves 
only 630 customers. Upgrading the telephone system was needed, and had 
been ordered by the Commission. The Commission, though. is concerned as 
to whether the Company decided to build a system without an evaluation of 
what type of system was best suited to the number and income level of 
Company's customers. The Company decided to build a one-party system to 
Rural Electrification Administration (REA) specifications without having a 
firm commitment as to the REA interest rate and without determining 
whether the REA criteria for construction made the project too expensive. It 
is not clear that there was ever an evaluation of whether using REA financing 
with its attendant requirements was cost-beneficial. These concerns are 
expressed here to alert other telephone companies planning to upgrade their 
systems that they should analyze the ability of their customers to pay for a new 
system in deciding the type of system to construct. Upgrading of a system.to 
provide better service is only beneficial and justifiable if those persons in a 
company's service area can afford to pay for the improved service. 

At the hearing Company presented two witnesses. Those two witnesses 
were Dnvi<l D. Cole-, Dircc-tor of Rcp.11\ator)·, !\ff:iirs, and lf.lrlin F, Hnmcs. 



N10 IIOL WAY TELEPHONE 
26 Mo. P.S.C. (N.S.) 

Regional Vice President. Cole testified that the Rural Electrification 
Administration had not signed the loan contract with the Company.for the 
money to pay for the upgrading of Company's system. The loan money had 
been set aside by REA at a JO percent interest rate. REA has not signed the 
contract heeausc of its policy against zone or mileage charges. The Commis­
sion in its financing order. Case No. TF-84-84, gave Company permission to 
finance the construction upgrading the Company's system through REA. 
The Commission's order in the financing case had a provision which made the 
Commission's approval of the financing conditional on REA removing its 
prohibition in the loan contract against zone and mileage charges. · 

Staff presented testimony of several witnesses concerning the revenue 
requirement of Company. Staff's basic position is that the rate agreed upon in 
th.c Hearing Afemorandum is less than what Staff would recommend if there 
were o agreement. Staff made repeated reference to this anomaly arid the 
unusual nature of this case. Staff presented testimony that under traditional 
regulatory standards Company's revenue requirements were between $132,000 
and $144,000. or a 46 percent increase over current rates. This amount is 
substantially more than ·requested by Company, which was $81,000, or a 28 
percent increase over current rates. The revenue requirement agreed upon 
among the parties is $56,205, or a 19 percent increase in permanent rates. The 
agreed-upon revenue requirement, then, is substantially below the amount 
Staff would traditionally support and less than what Company requested. 

Staff also presented evidence concerning the Company's facilities and 
service to its customers. Staff members have done extensive testing of 
Company's telephone facilities since the public hearing in January. Staff. 
witnesses testified that Company's service met all required standards and in 
Stafrs opinion adequate or better service is being provided by Company. 

Colonel David B. King, II. testified as a public witness. King is a customer 
of Company. King described the trouble he had being having with the 
telephone service since the public hearing. King has experienced a humming 
on his telephone and a clicking when he is talking to other persons, and he has 
not received calls from persons who have dialed his home phone. King also 
testified that Company's service complaint records were not complete. 

Staff presented evidence concerning the need for zone charges. Any 
additional revenue generated by the zone charges would be in addition to the 
revenue agreed upon by the parties in the Hearing Memorandum. Staff 
helieves zone rates should be allowed because it costs more to provide service 
to customers outside the Base Rate Area of the Company and because the 
Commission should not let REA dictate what rates should be imposed. 

The Commission has reviewed the agreement between lhc parties as set out 
in the Hearing Memorandum and the evidence presented by the parties a~ the 
hearing. The Commission is very concerned that the cost of providing service 
to the number of customers in the Company's service area is so high. This.is 
especially true since there still seem to be some service problems with the 
system operated hy Company. The Commission, though, is aware that the $1 
million upgrade ll'hich has been completed by the Company was undertaken 
pursuant to;, Commission order. The Comrni-.sion is also aware that the Staff 
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has undertaken an extensive investigation concerning Company's quality of 
service and has found it is adequate. Based upon these considerations, the 
Commission finds the agreements reached by the parties, as evidenced by the 
Hearing A1emorandum, are just and reasonable and the Company should be 
allowed to file tariffs in accordance therewith. 

The Commission considered the question of whether a phase-in of the 
proposed rate should be ordered. The Commission is of the opinion the 
customers of Company would be better served by allowing the $16.00 rate to 
go into effect July I, 1984, rather than a phase-in of$ 14.50 on July I, 1984. and 
an $18.00 rate January I, 1985. The Company has agreed to not file for 
another rate increase prior to July I, 1985, if the $16.00 rate is approved. 

The Commission has rev_iewcd the parties· positions with regard to zone 
rates. The Commission understands Staff's position but does not feel an 
additional charge for service is warranted in this case. The Commission docs 
not feel that the cost of extending service beyond the Base Rate Area is the 
determinative consideration. In this case the rate increase is so substantial that 
any additional charge would be unreasonable. 

Because of the substantial increase in rates approved in this case the 
Commission, as expressed earlier, is concerned that some customers may have 
to discontinue telephone service. The Commission feels that some lesser rate 
class might be established to allow these persons to continue receiving 
teleph0ne service. To determine if this is a viable alternative, the Commission 
will ask Company to investigate the possibility of providing some type of 
message rate which would have a lower monthly access charge. Company 
should determine the feasibility of such a service and its costs. 

Conclusions 

The Missouri Public Service Commission has arrived at the following 
conclusions. 

The Company is a public utility subject to the jurisdiction of this 
Commission pursuant to Chapters 386 and 392. R.S. Mo. 1978. The Com­
pany's tariffs which are the subject of this proceeding were suspended 
pursuant to authority vested in the Commission by Section 392.230, R.S. Mo. 
1978, and the burden of proof to show the increased rates are just and 
reasonable is upon the Company. The Commission may consider all facts 
which, in its judgment, have any bearing upon a proper determination of the 
setting of fair and reasonable rates. 

This order is being issued pursuant to a rehearing of this matter. The 
Commission has spent a substantial amourit of time weighing the issues 
involved herein. The Commission originally had ordered that the interim rates 
be made the permanent rates because of service problems that the customers 
of Company were experiencing. The Commission, in the rehearing of this 
case, has heard from a variety of witnesses that Company's service quality is 
adequate. Based upon this evidence the Commission can only reach the same 
conclusion. The Commission's primary duty in determining rates is to ensure 
that the rates arc just and reasonable in relation to both the Company and the 
customers. The Commission. after reviewing the evidence in this case. 
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concludes that the rates adortcd hy the parties in the Hearing Ji,femorancfum 
;ire just and 1T;-1<;trn;1blc :ind should be implemented. 

It is, therefore, 
Ordcn·d: /. 1 h:11 !he rror0,;;ed tariffs filed hy Holway Telephone Company in this case 

:1re hereby di"arrr11\cd and the Company is authnri1ed to file in lieu thereof, for approval 
by t hi,;; Com rn i,;;,;;io11. ta ri rr,;; designed to i ncrcn.,;;c i;r0ss revenues in the amount of $56,205.00, 
;1\ :1pccd urnn in tl,c !fearing ,Hcmorand11111 set out in the finding.,;;. 

Ordcn·d: 2. Th;1t the :1grccmcnt hctwccn the parties, as evidenced by the Jlcan'ng 
,\frmnranr/11111 a,;; set nut in tlie findings a hove. resolves ::ill of the issues with regard to this 
c:1..;e except the i<;,;;uc of 1.0ne dwrgc.,;;. The Commission hereby adopts nnd approves the 
agreements as set (Hit in the Hearing ,\fcmorand11m. 

Ordered: 3. ·1 ha! the Commission hereby denies the Company permission to adopt zone 
or mileage charp.cs for its scn·iee :1.rea. 

Ore/er('(/: .f_ ·1 h:1 l ru rstt:1 nt lo the :-igrccmcnt bet \\'een the parties. the tariffs to be filed by 
!l11h\ay Teter hone C0n1r;rny r11rsu:111t to this order sha!! not go into effect before July!, 
Jtrn.t. 

Ordrrcrl: 5. ·1 h:it I !ol\\';1y Telephone Cornp;1ny comply with ;di agreements entered into 
rur,;11;1111 to the lftaring Mcmora11d11m ,;ct out in the findings in this matter. 

Onkrl'd: ti. ·1 h:it C0mr:1r1y im·cstigate the fcasihility nnd cost of providing a message 
r:itc tyre scn·icc :i.t a lower monthly nccess charge to the customers in its service area, 
( ·n111p:1ny ,;hould rrc-scn! the study within ninety (90) days of the issuance of this order. 

Ordcrnl: 7. ·1 h:11 this report and order sh:i.11 become effective on the date hereof. 

Stcinrncicr, Chm .. Musgra\'e and Fischer. CC .. Concur. Mueller and 
Hendren. CC.. Dissent. 

DISSENTING OPINION OF 
COMMISSIONERS MUELLER /\ND HENDREN 

The C'ompnny int his case should not he allowed to pass on to the customer 
expenses incurred in upgrading the telephone system over and above what 
should have been spent through prudent management. Management, on a 
p1-c\·ious Commission nrdcr issued to a former Company manager:icnt and 
ownership. proceeded to npgrnJc without assessing the requirements of its 
(1JO customers. \Ve bclie\·c Comp,iny should have first assessed the needs of its 
small number nf customers and their economic status before deciding what 
type rind cost of system to install. The customers of Company have limited 
\(ll\-f rec scr\'icc. There ~11-c no doctors or hospitnls in the local cxchang<: service 
area and few businesses. The benefits to he derived from the upgrade should 
ha\"C hccn weighed against these limitations. The value of the service in 
relation to cost oft he service and the subscriber's ability to pay should have 
been considered. 

Comp;iny was not prudent in committing itself to a million dollar upgrade 
prngrnm b::1scd 011 RE.I\ srccific.itions without a commitment from REA ofa 
5 percent loan. Company may ha\·c been able to upgrade the system to provide 
;1dcq1rntc scr\'icc \\'ithout R El\ spccifirntion for less cost even though at a 
higher intcrc,t rnte. The fact thJ.t RE/\. subsequent to the expenditure, did not 
rrf1,:irk :1 ,:; pcrcc-111 !n.1.n shn111r! nnt he char[!rd to the cust0mcrs. \Ve qucsti0n 
( ·,,1n1,:111y\: i1•,k•nen! nn cnmmillinr. tn ;'I lnnn without knowing the criteria 
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for obtaining the expected 5 percent interest rate. Should the customer be 
responsible for management decisions which were based on expectations? 

\Ve do concur with the majority on the pOrtion of the stipulation 
concerning the agreement of Company not to file for an additional rate 

increase before July I, 1985. 
Taking these factors into account, we respectfully dissent from the 

majority opinion. 

In the matter of the application of Southwestern Bell Mobile 
Systems, Inc., for authority to operate as a cellular radio 
telecommunications reseller within the State of Missouri. 

Case No. TA-84-163 
Decided June 21, 1984 

Certificate of Convenience and Necessity or Permit §§7, 12, 66, 93; Telephone §§4, 7. 
Company given authority to resell cellular mobile telephone service. No hearing required 
where issue heard in certificate case. Reduced application standards applied. 

ORDER GRANTING AUTHORITY 

On April 13, 1984, Southwestern Bell Mobile Systems, Inc. (Applicant) 
filed an application seeking Commission authority to resell cellular radio 
telccommunica-tions service within the State of Missouri. This application 
was filed pursuant to Commission order issued February 15. 1984, which 
required Applicant to obtain Commission authorization before reselling 

cellular radio service. 
The Commission has previously granted authority to certain telephone 

companies to construct, operate and provide cellular radio telecommuni­
cations service within the St. Louis and Kansas City Cellular Geographic 
Service Areas (CGSA). 

Applicant is seeking authority to obtain access numbers and related 
service wholesale and to market the access numbers and related service retail 
to the public. The Commission granted authority to St. Louis Cellular 
Systt.:-u:_;;, Inc .. to provide cellular service within the St. Louis CGSA and to 
Kansas City SMS!\ Limited Partnership to provide cellular service within the 
Kansas City CGSi\. St. Louis Cellular Systems, Inc .. is a wholly-owned 
subsidiary of Applicant, as is Kansas City Cellular Systems. Inc., the general 
partner of Kansas City SMSA Limited Partnership. 

Applicant gave notice of its intent to resell cellular service in the cases 
involving the applications to provide cellular service (TA-84-39 and T i\-84-
40). No person intervened to protest those proceedings. The Commission 
determined in those proceedings that a separate application needed to be filed 
before the Applicant could resell cellular services. 

Staff has filed a memorandum concerning the applicaiion. Staff re­
commends the Commission grant the rrntliority sought. St:iff indic~tcs th;,t 
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Case No. TR-84-132 

BEFORE THE PUBLIC SERVICE COMMISSION 

OF THE STATE OF MISSOURI 

In the matter of Le-Ru Telephone Company 
of Stella, Missouri, for authority to file 
tariffs increasing rates for telephone 
service provided to customers in the Missouri 
service area of the Company. 

• 

APPEARANCES: W. R. England, III, Attorney at Law, Post Office Box 456, 
Jefferson City, Missouri 65102, for 1.e-Ru Telephone Company. 

Joni K. Ott, Assistant Public Counsel, Office of Public 
Counsel, Post Office Box 7800, Jefferson City, Missouri 
65102, for the Office of Public Counsel and the public. 

Thomas M. Byrne, Assistant General Counsel, Missouri Public 
Service Commission, Post Office Box 360, Jefferson City, 
Missouri 65102, for the Staff of the Missouri Public Service 
Commission. 

REPORT AND ORDER 

On January 19, 1984, Le-Ru Telephone Company of Stella, Missouri, submitted 

to the Commission tariffs reflecting increased rates for telephone service provided 

to customers in the Missouri service area of the Company. The proposed tariffs have 

a requested effective date of February 18, 1984, and are designed to produce an 

increase of 100 percent in charges for telephone service, 

By an Order issued on February 10, 1984, the Commission suspended the 

tariffs until December 17, 1984, and set a Rchedule of proceedings. On May 23, 1984, 

the Company filed a letter requesting that the proceedings in Case No, TR-84-132 be 

rescheduled because the upgrade program was not completed, On June 4, 1984, the 

Commission issued its Order rescheduling the proceedings in Case No, TR-84-132, 
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On August 22, 1984, the Commiesion Staff filed ite Motion For An Extension 

Of Time, stating that because of the workload caused by Case No. ER-84-168, the Staff 

would not be able to meet its filing deadline. The Commission Staff filed a Motion 

For A Continuance on August 27, 1984, requesting that the prehoaring and hearing be 

rescheduled to commence on October 2, 1984. By an Order issued on September 6, 1984, 

the Commisaion rescheduled the proceodings. 

An evidentiary hearing waa held on October 3, 1984, wherein the parties 

presented a Hearing Memorandum including a stipulation and agreement on all the 

issues except for zone rates. That issue was the~ tried. The reading of the record 

by the Commission was not waived by the Office of Public Counsel. Initial briefs 

were filed by the parties on October 29, 1984, and reply briefs were filed by the 

parties on November 2, 1984. 

Findings of Fact 

The Missouri Public Service Commission, having considered all of the 

competent and substantial evidence upon the whole record, makes the following 

findings of fact. 

The Hearing Memorand., presented by the parties includes a stipulation and 

agreement which is a settlement of all the issues in this case except for zone rates. 

The Hearing Memorandum is Exhibit I, which is as follows: 

HEARING MEMORANDUM 

The above-captioned matter represents the revised tariff 
filing of Le-Ru Telephone Company ("Company"), which was filed 
with the Missouri Public Service Commission ("Commission") on 
January 19, 1984. The purpose of that revised tariff filing was 
to implement an increase in certain charges for local telephone 
service. 

On February 10, 1984, the Commission issutd its Suspension 
Order end Notice of Proceedings. By subsequent orders dated 
June 4, 1984, and September 6, 1984, that schedule waa modified. 
Pursuant to the modified schedule of proceedings, a prehearing 
conference was convened in the Commission's offices on October 2, 
1984, at which time repreaentatives of Company, the Commission 
Staff ("Staff") and the Office of Public Counsd ("Public 
Counael") appeared at and participated in said conference. As a 

-2-



• • reeult of thie prehearl~g conference, the parties submit the 
following memorandum: 

I, Revenue Deficiency 

The parties stipulate and agree th3t Company shall be 
permitted to file revised telephone tariffs designed to increase 
gross annual revenues (exclueive of gross receipts end franchise 
taxes) by Ninety-One Thousand Six Hundred Eight and 00/100 
Dollars ($91,608.00) above those revenues derived from rates 
currently in effect. Actual rates for various telephone 
services, except local access lines are to be ne follows: 

A, Service Connection Charges: 

Residenc~ or Business 

Service Order 
Trip 
Central Office Access 
Station Handling 
Premise Wiring 
Jack 

B. Equipment: 

Telephone, Standard Rotary 
Telephone, Standard Touch Tone 
Mini-Wall, Touch Tone 
Trendline, Rotary 
Trendline, Touch Tone 
Extension Bell 
Horn or Gong 
Gong with Relay 
Key Systems 

C. Semi-public Telephone Rate: 

1,5 x Business Line Rate 

D. Touch Tone Access Line Charge: 

Residential and Business 

E. Coin Telephone: 

!, Rate per local call 

2. Rate per local call billed collect, 

Rate 

$ 8.00 
17.00 
17.00 
3. 00 
8,00 
5.00 

$ 1.30 
1.95 
3.25 
2.60 
3.25 

,65 
l.95 
2.30 

30% Inc rense 

$ 2.00 

$ .20 

to credit card or to third party • 50 

F. Local Access Line Rates: 

The partiee etipulate and agree that local access line rates 
shall be determined residually, This residual shall be 

-3-
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calculated by deducting from the ov•rall revenue deficiency 
contained in paragraph 1 the projected annual revenue& to be 
derived from the above-liated ratea and any ftdditional revenues 
to be derived from the tone charge•, if auch charge• are approved 
by the Commission. The business line rate shall be 1.6 times the 
residence line rate. 

2. Quality of Service 

The prefiled testimony and exhibits of the Staff contain 
severnl recommendations designed to improve Company's quality of 
service which already meets or exceeds Commission standards. 
Company agrees to comply with all of those recommendations, 
to wit: The dusting of equipment covers in both central offices; 
eliminating the wiring conditions that exist on the line finder 
blocks of the main frames; the correction of major cable faults 
ns identified in Staff's testimony; and the marking of EAS and 
specinl circuits on the main frame. These items will be 
completed no later than October 31, 19e4. 

4. Depreciation Rates 

The parties agree and stipulate that beginning January 1, 
1985, Company shall begin accruing depreciation expense at the 
following annual rates: 

Acct. No. 

212 
221. I 
221.lT 
221.2 
221.5 
231. 1 
231. 2 
231.3 
232 
232.1 
241 
241. T 
242.3 
242.5 
243 
261 
264 

Description 

Buildings 
Central Office Equipment 
Central Office Equipment, Toll 
Central Office Equipment, Electronic 
Subscriber Carrier 
Station Apparatus 
Station Apparatus, Pay Booth 
Station Appnratus, Pay Phone 
Station Connections, Outside Drop Wire 
Station Connections, Inside Wiring 
Pole Lines 
Pole Lines, Toll 
Buried Cable 
Buried Cable, Toll 
Aerial Wire 
Furniture and Office Equipment 
Vehicle and Work Equipment 

Annual 
Rate% 

2.2 
5.7 
6.7 
5.0 
7.7 
* 

5.0 
5.0 
5 .o 

10.0 
4.0 
4.0 
4.0 
4.0 
4,0 
5. 0 

10.5 

*Amortized over 60 months as authorized in Case No. T0-83-160 

5, The Company, as a result of recent plant upgrades, has 
various options available regarding tax depreciation elections 
and carry forward balance& of investment tax credit generated. 
In that regard, the Company agrees to en~Age its tax advisors to 
research its tax options and prepare a report which summarizes 
the economic impact of each option available, This research 
shall be completed and a copy of the report shall be filed with 
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the Commission at the time the Company filed its 1984 tax return, 
but, in any event, no later than September, 1985, 

6, Zone Rate• 

The Staff has proposed that Company create and file with the 
Commission base rate area mapo for the two exchanges which it 
presently serves, Outside theoe base rate areas, Staff proposes 
that the Company establish three circular zones of three, six and 
nine miles, with zone charges of$ ,50, $1,00 and $1,50, 
respectively, to be in addition to local access line rates, The 
Company, on the other hand, proposes that a one-party flat rate 
charge be established for the entire exchange, Public Counsel 
agrees with the Company and opposes zone charges in this case, 

Witnesses: Company - Hart (Rebuttal); Staff - Pederson 
(Direct); Public Counsel - Finder (Rebuttal), 

6, Other Matters 

To the extent that the parties have stipulated and agreed to 
certain matters contained herein, said stipulations and 
agreements represent a negotiated compromise and none of the 
parties to this Hearing Memorandum shall be prejudiced or bound 
by the terms of the stipulations and agreements contained herein 
in any future proceeding, or in this proceeding, in the event the 
Commission does not approve those stipulations and agreements. 

None of the parties to this Hearing Memorandum shall be 
deemed to have approved or acquiesced in any ratemaking principle 
or any method of cost of service determination, cost allocation 
or rate design underlying or supposed to underlie any of the 
rates or other matters to which the parties have herein 
stipulated and agreed. 

If the Commission so requires, its Staff shall have the 
right to submit to the Commission an explanation of its rationale 
for entering into the agreements contained in this Hearing 
Memorandum and to provide the Commission with whatever further 
explanation the Commission requests, Staff's explanation shall 
he solely limited to those matters to which the parties have 
stipulated and agreed, and said explanation shall not beccme a 
part of the record in this proceeding and shall not bind or 
prejudice the Staff in any future proceeding, or in this 
proceeding, in the event the Commission does not approve and 
accept those matters to which the parties have stipulated and 
agreed, It is understood by the parties hereto that any 
rationale[s] advanced by the Staff in such explanation are its 
own, and are not acquiesced in, or otherwise adopted by such 
other parties, 

In the event the Commission approves and accepts those 
matters to which the parties have stipulated and agreed herein, 
the parties waive their right to present oral argument and 
written briefs, purauant to f536,080(1), RSMo 1978; their right 
pertaining to the reading of the transr,ript by the Commission, 
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pursuant to S536,080(3), RSMo 1978; and their right to judicial 
review, pursuant to S386,510, RSMo 1978, 

This Hearing Memorandum has resulted from extensive 
negotiations among the signatory parties, and to the extent it 
contains matters of stipulation and agreement among the parties, 
those matters are interdependent, and that in the event the 
Commission does not approve and adopt those matters of 
stipulation and agreement contained in this Hearing Memorandum in 
their totality, then, under those circumstances, the parties 
agree that this HP-nring Memorandum shall be void and no party 
shall be bound by any of the agreements contained herein. 

Respectfully submitted, 

/s/ Thomas M, Byrne 
Thomas M, Byrne 
Assistant General Counsel 
Missouri Public Service Commission 
P.O. Box 360 
Jefferson City, Missouri 65102 

Attorney for THE STAFF OF THE 
MISSOURI PUBLIC SERVICE COMMISSION 

/s/ Joni K, Ott 
.Joni K. Ott 
Office of Public Counsel 
Truman State Office Building 
Jefferson City, Missouri 65102 

Attorney for THE OFFICE OF PUBLIC 
COUNSEL 

/s/ W, R, England III 
W. R, England, III #23975 
Hawkins, Brydon & Swearengen P, C, 
P,O, Box 456 
Jefferson City, Missouri 65102-0456 
314/635-7166 

Attorneys for LE-RU TELEPHONE 
COMPANY 

Dated this 3 day of October, 1984. 

The one remaining issue to be decided by the Commission is whether the 

Company should implement zone rates, The Commission Staff supported zone rates on 

the basis of the difference in cost of service between ifiside the base rate area 

customers and outside the base rate area customers, 

-6-
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Though the Company presently has$ ,70 per quarter-mile mileage charges for 

its outside the base rate area customers, it proposed thats one-party flat rate 

charge be established for the entire exchange, The Company requested a rate increase 

in this case because of the cost of upgrading its system from one- and four-party 

service to all one-party service, This up~rade was financed entirely bys 

two (2) percent per annum interest rate loan made available to the Company by the 

Rural Electrification Administration. One of the conditions of the loan required the 

Company to 

seek and use its diligent beat efforts to obtain all 
necessary regulatory body approvals for s tariff which ••• does 
not include mileage or zone charges for one-party service 

The Company also opposes zone charges because a large percentage of its customers 

reside outside the base rate area, 

The Office of Public Counsel presented testimony which allegedly rebutted 

the Staff's on cost of service differences between inside the base rate ares 

customers and outside the base rate area customers, Public Counsel argued that there 

is no competent and substantial evidence to support zone charges and therefore, 

implementing zone charges would be discriminatory. 

The Commission, having considered all of the evidence, determines that th~ 

Company should not he permitted to establish zone or mileage rates for its service 

area. The Commission understands the Staff's position but is of the opinion that 

cost of extending service beyond the base rate area is not the determinative 

consideration, In this case, the rate increase is so substantial that the Commission 

finds s one-party flat rate charge should be established for the entire exchange 

without any zone or mileage rate9, 

Conclusions 

The Missouri Public Service Commission has arrived st the following 

conclusions, 

-7-
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Le-Ru Telephone Company is a public utility subject to the jurisdiction of 

this Commission pursuant to Chapters 386 and 392, R.S.Mo. 1978, The Company's 

proposed tariffs were •uspended pursuant to the authority vested in this Commission 

by Section 392.230, R.S.Mo, 1978. 

For ratemaking purposes, the Commission may accept a stipulated settlement 

on any conteated matter submitted by the parties. The CommisRion determines that the 

stipulation and agreement contained in the Hearing Memorandum is reasonable and 

proper and should be accepted, 

The Commission, after notice and hearing, may order a change in nny rate, 

charge or rental, and it may determine and prescribe the lawful rate, charge or 

rental, or regulations or practices affecting said rate, charge or rental thereafter 

to be observed. Section 392.230, R.S.MO. 1978, 

The Commission may consider all facts which, in its judgment, have any 

bearing upon a proper determination of the price to be charged. Section 392.240, 

R.S.Mo. 1978. 

Based upon the Commission's findings herein, the tariffs filed by Le-Ru 

Telephone Company in Case No. TR-84-132 should be disallowed and Le-Ru Telephone 

Company should be authorized to file revised tariffs in conformance with the findings 

of this Report And Order. 

It is, therefore, 

ORDERED: 1. That the Hearing Memorandum entered into by the Le-Ru 

Telephone Company, the Staff of the Missouri Public Service Commission and the Office 

of Public Counsel as set forth herein is hereby accepted nnd adopted in disposition 

of all matters except zone rates in this case. 

ORDEREDI 2, That the Staff's proposal to establish zone or mileage rat~• 

for Le-Ru Telephone Company's service area be, and hereby is, denied. 

ORDERED: 3. That for the purpose of implementing the Hearing Memorandum 

entered into in this proceeding, the proposed tariffs submitted by Le-Ru Telephone 

-8-
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Company on January 19, 1984, be, and the same are, hereby disapproved and th• Company 

1• authorized to file in lieu thereof, for approval of thia Commi••ion, tariffs 

deaigned to comply with the Rearin~ Memorandum ae set forth heroin, 

ORDERED: 4, That all objections and motions which have not been ruled 

upon be, and hereby are, overruled and denied, Exhibits 6, 10 and II are received 

into evidence, 

ORDERED: S, That this Report And Order shall become effectiv• on the 

5th day of December, 1984, 

(S E A L) 

Steinmeier, Chm,, Musgrave, Mueller, 
Hendren, and Fischer, CC,, Concur and 
certify compliance with the provisions 
of Section 536,080, R,S,Mo, 1978, 

Dated at Jefferson City, Missouri, 
on this 20th day of November, 1984. 

-9-

BY THE CQJ,!J,!ISSION 

Harvey G, Hubbs 
Secretary 
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ORDERED: -I. That Commission Staff shall prepare a list of refundees as 
required by this order and file that list with the Commission within thirty (30) days of 
the date this order is issued. The list shall be served on all parties. 

ORDERED: 5. That any party shall have ten { !O) days after the filing date vfthe 
list to object to the Ust filed by Staff pucsuam to Ocde,ed 3 and request a true-up hearing. 

ORDERED: 6. That if no true-up hearing is requested. the Commission will issue 
:1.n order approving the list and setting a date for the refund, 

ORDERED: 7. That E:-:hibit 19 is received into the record. 

ORDERED: 8. That all objections not specifically ruled upon are hereby 
overruled and all motions not specifically ruled upon are hereby denied. 

ORDERED: 9. That West Elm Place Corporation shall seek refunds from the 
Internal Revenue Service for taxes paid on connections fees from 1976 thcough 1983 
and any refunds made by the I RS shall be distributed in the same manner as described in this order. 

ORDERED.- /0. That this rep on and ordccshal! become effective on the 21st day of Juiv. 1986. 

Musgrave, Hendren and Fischer, CC., Concur and certify 
compliance with the provisions of Section 536.080. R.S. Mo. 1978. 
Steinmeier. Chm .. and Mueller, C.. Not Participating. 

EDITOR'S NOTE: The following glossary of acronyms used in the 
telecommunications industry might prove to be useful in reading the subsequent order. 

(CCLC) 

(CPE) 

(EAS) 

(FG-A) 

( FG-B) 
(FG-D) 

(inter LAT A) 

(intraLATA) 

(INWATSJ 

(IXC) 

(LA TAJ 

(LECs) 

GLOSSARY 

Carrier common line charge 

Customer premises equipment 

Extended area services 

Feature Group A 

Feature Group B 

Feature Group D 

Between LAT As 

Within LAT As 

Inward wide area telephone service 
f nterexchange carriers 

Local acces.s and transport area 

Local exchange carriers 

:h. 

EiJ!: 
! lt111, 

,if, 
,IJ. 

'•j1 
'I ,,, 
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ti: 
ti: 
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f. 
(MTS) Message telecommunications service 

(NTS) Non-traffic sensitive 

(OCCs) Other common carriers 

(PIU) Percentage of interstate use 

(SLU) Subscriber line usage 

(SPF) Subscriber plant factor 

(STSJ Shared tenant services 

(STSF) State Telephone Support Fund 

(TCA) Terminating Compensation Agreement 

(WATS) Wide area telephone service 

In the matter of the investigation into WA TS resale by 
hotels/ motels.* 

In the matter of the investigation into WA TS resale applications 
for certificates of public convenience and necessity. 

In the matter of the investigation into the reasonableness of 
permitting competition in the intraLATA telecommunications 
market in Missouri. 

In the matter of the Missouri inter LAT A access charge and 
intraLA TA to 11 poo I. 

Case Nos. TO-84-222. TO-84-223, TC-85-126. and TO-85-/30 
Decided July 24, 1986 

Certificate of Convenience and Necessity or Permit§§ 1. 27, 66. Public Utilities §§1, 46. 
Telephone §§1, 4. Applicants in the intraLATA toll market must comply with 
Commission policy contained in Case No. TX-85-10. published by the Secretary of 
State at IO Mo. Reg. I 048 ( 1985). That policy requires submission of: ( l) information 
sufficient to demonstrate firiancial ability to provide the proposed services; (2) a brief 
description, of where and what type of service is proposed; and (3) demonstrate 
willingness and ability to comply with all terms and conditions the Commission may 
lawfully impose, and applicable Commission rules and regulations. 
Public Utilities §§ 1. 46. Telephone§ 1. Authorization of intra LAT A toll competition 
will result in new :ind improved services. lower prices and faster responses to 
customers· needs which will benefit the public. 

•This order contains c-hnn[:e~ approw:d hy the Commission September 17, 1986. The September 17 order is 
printed on p;ige 604. rl1e Septc 111hcr 1 7 nnlcr dcnic5 :1 rehearing in this ca~c but doe~ make some modifications 
in the nrigim1! Rcpnrt :rnd Order. 
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according to Part 67 of the Separations Manual as suggested by the 
1-.! ITG. SWB claims that the Separations Manual procedure can result 
in overloading of costs on toll charges and irrational pricing which 
cannot be sustained in this competitive market. 

Staff first argues that SWB is incorrect in its interpretation of 
Section 392.240. and that a proper reading of the Public Service 
Commission 1\ct rcvc3ls that the Commission retains jurisdiction to 
determine the Jppropria.te division ofintcrLATA revenues, regardless 
of the positions of the LECs on this issue. 

Staff points out that Section 392.230. grants the Commission the 
authority to determine the propriety of any schedule filed by a 
telephone compc1ny " ... stating a new individual joint rote, rental or 
c-hargc. or any new individual or joint regulation or practice affecting 
anv rate. rental or charge . . ". Staff concludes that the express 
language of this statute unavoidably conflicts with SWB's inter­
pretation of Section 392.240. 

Staff supports AT&T's position concerning the continued pooling 
of the CCLC. Staff agrees with AT&T that total elimination of the 
inter LAT A pool \viii produce si·gnificant pressure for inter LA TA 
carriers to geographically dcaverage toll. Staff notes that the CCLC 
portion of the interstate access charge continues to be pooled on a 
mandatory hasis. Staff docs not believe sufficient evidence has been 
adduced to justify the complete and immediate elimination of the 
intcrLA TA pool. 

If the Commission does determine that the pool should be 
eliminated in its entirety. sufficient time should be allowed to provide 
for the filing of individual access tariffs by the independent companies. 
Staff is of the opinion that SWB's estimate that the pool could be 
replaced in a matter of two to four weeks. constitutes a grossly 
optimistic cx:1ggcration. Staff further believes that if the pool is 
eliminated, independent companies· access charges should initially be 
set to maintain current intcrLATA revenues for each company thus 
maintaining a revenue neutral position. 

The MITG believes that the interLATA access pool must be 
eliminated for many of the same reasons enumerated by SWB. The 
M lTG docs. however. believe that independent companies will need 
sufficient time to develop and file individual access charge tariffs. 

1\T&T argues that prior to the elimination of the inter LA TA pool, 
the Commission shou!<l give careful consideration ·to the potential 
effect on interexchangc carriers. 

The manner in which access cha1 gcs are recovered is of great 
imrort:incc t0 AT&T. In idi~sonri. s11ch clrnrgcs constitute more than 

\111 

,. , . 

' 

~~ii, 
~;_.' 

. ' ·~~1 

<1i1 r~ 
}, 

.. ,J 

.J~~ 
... ;![; 

.~( ll 
,q-.s -'r' _,,, .,.,: 
,·,tj I,.~: 

. )~}; 1 
.. ,:,11 -k· · 
!\:) '"" /.~1~~ ~t 

, .. ; 
·:, 
" 

INVESTIGATION. TELECOMMUNICATIONS ISSUES 

18 Mo. P.S.C. (N.S.) 

599 

two-thirds of AT &T's total costs of providing service. Because of the 
magnitude of those charges and because they are uniform throughout 
Missouri. it is relatively easy for AT&T to charge the same rates for its 
services in West Plains as it charges for similar services in St. Louis. 
However, if access charge rate levels in West Plains suddenly become 
significantly greater than those in St. Louis. the same order of 
magnitude that made it relatively easy for AT&T to average ·1ong 
distance rates in the past would make it very difficult for it to do so in 
the future. When two-thirds of a firm ·s costs vary significantly between 
two locations. it is very difficult to charge the same rates in those 
locations. This is especially true in a market where one's competitors 
may choose not to serve the high-cost areas. · 

Thus, according to AT & T. the termination of the access charge 
pool would place pressures on the IXCs to geographically deaverage 
rates in Missouri. However. this pressure could be eased through two 
measures: the continued pooling of the CCLC access charge rate 
element; and, the prompt phase down of the CCLC rate element to a 
level more closely related to cost. 

In addition to making it difficult for IXCs to continue averaging 
toll rates. the termination of the inter LAT A access charge pool could 
have a negative impact upon the spread of competition in Missouri. 
Today. if a long distance carrier wishes to expand its network to 
provide originating service in additional areas. that carrier's access 
costs per minute will not increase. Howev~r. if all LECs impose 
company-specific and widely divergent access charge rates. a tre­
mendous incentive would be created for long distance carriers to offer 
service only in the low cost areas. This would be particularly true if 
long distance carriers were denied the authority to geographically 
deavcrage rates in order to refiect differences in access charge rate 
levels. 

AT&T further notes its concern over the proposals in this docket to 
set access charge rates. AT&T asserts that access charge rate levels 
should be set in LEC rate cases or in a consolidated access pricing 
docket in which all interested parties have had a full opportunity to 
investigate the costs of providing access services and a full opportunity 
to be heard. 

6. Commission Findings 

Upon review of the record presented herein. the Commission finds 
that a greater degree of competition exists in Missouri's interLATA 
toll market than exists in the intraLA TA toll market. This is partially 
due to the fact that competition in the inter LA TA toll market has been 
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officially sanctioned for some eighteen months. The number of 
providers of inter LAT A toll has increased steadily since MCI and GTE 
Sprint were first authorized to compete with AT&T in Missouri's 
inter LAT A toll market. 

The Commission has previously found herein in its section 
analyzing the proposed intraLAT A toll pool replacement mechanisms, 
that pooling must end so as to position the industry to better deal with 
developing competition. The Commission finds, based upon the 
testimony of SWB and MITG witnesses. that a bill and keep system 
with meet point billing is currently feasible and could be utilized in 
Missouri. The Commission is of the opinion that since pooling is not 
dc~irable in a competitive market and the local exchange companies 
arc presently capable of implementing a bill and keep system, the 
inter LA TA access pool should be eliminated as soon as practicable. 

The Commission has considered the arguments of AT&T and Staff 
concerning the potential effect on IX Cs of elimination of the pool and 
in particular the CCLC portion of the pool. While the Commission 
would expect access charges to vary from company to company, the 
Commission cannot find from this record that geographic deaveraging 
of toll rates must necessarily follow. The Commission is of the opinion 
that for the present. geographic deaveraging of toll rates should be 
prohibited and the effect of the system of access charges should be 
documented and examined. 

The Commission further finds that with regard to the initial filing 
of access tariffs. the LE Cs should submit tariffs designed to maintain 
current inter LAT A revenues for each company thus maintaining a 
revenue neutral position. The Commission believes that tariffs of this 
sort could be developed relatively quickly and would provide the 
smoothest transition f"rom a pooling to a nonpooling environment. 

AT&T has raised what it has referred to as the "Double SPF" issue. 
It a ppcars L ECs in Missouri are in fact assigning a greater level of NTS 
costs per minute to the interLATA access charge pool than they are 
assigning to the intraLAT,i.\ tool pool. LE Cs are apparently adding an 
intcrLJ\T1\ SPF to each company's historical intrastate SPF. The 
effect of this seems to allow recovery of more than 100% of assignable 
NTS costs. The Commission finds this practice to be unreasonable and 
is of the opinion that when meet point biliing is implemented, NTS 
costs should be allocated such that one minute of inter LAT A access 
rcco\·ers the same amount as one minute of intra LA TA access .. 

Since the Commission has previously addressed issues concerning 
'\/TS cost shifts and the CPE phase down. no further discussion of 
rhll-_l" matters will he inrlndt'd here. 
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The Commission is of the opinion that within the next six months, 
each LEC shall file for Commission approval its interLATA access 
tariffs. U pan completion of the filing of the aforementioned tariffs, the 
inter LAT A access pool will be eliminated. The Commission is also of 
the opinion that if any further disputes arise or any further direction is 
needed, the Commission should be notified immediately so that the 
matters can be resolved and the plan to eliminate the pool can move 
forward . 

Conclusions 

The Missouri Public Service Commission has arrived at the 
following conclusions: 

Intra Li\ TA toll competition should be authorized for resellers and 
facilities-based carriers. The Commission has found fifteen (15) 
resellers qualified and able to provide intraLA TA and intrastate 
interLATA toll services.- No facilities-based carriers have submitted 
applications for intra LAT A toll authority in this docket. The 
Commission rejected SW B's 15% range of rates pricing flexibility plan 
but has stated that volume discounts and other pricing flexibility or 
specialized calling plans may be available to LECs in the future. The 
Commission also determined that hotels or motels that provide 
intrastate inter LAT A and intra LAT A toll services to guests or tenants 
are not subject to the Commission's jurisdiction. 

The Commission has further determined that the inter LAT A 
access pool should be eliminated and replaced by a bill and keep system 
as soon as practicable. 

Since no intervention deadline was scheduled in Case No. TC-85-
126. the Commission finds that all parties who participated in that 
docket shall be considered to be intervenors. 

It is, therefore, 

ORDERED: I. That Case Nos. TA-84-142. TA-84-162. TA-84-197. TA-84-145. 
TA-84-151. TA-84-152. TA-84-157. TA-84-194 and TA-84-185 shall be dismissed. 

ORDERED: 2. That A!lnct Communications Services, Inc., 100 South Wacker 
Drive. Seventh Floor. Chicago. 1 l!inois 60606 be. and hereby is. granted a certificate of 
public convenience and necessity to provide intrastate inter LAT A and intra LAT A to!\ 
te!ccommunications services in Missouri. 

ORDERED: J. That Com-Link 21. Inc .. 900 Walnut. 4th Floor. St. Louis. 
Missouri 63102 be. and hereby is. granted a certificate of public convenience and 
necessity to provide intrastate inter LAT A and intra LA TA toll telecommunications 
services in Missouri. 

ORDERED: 4. That Eddie D. Robertson. d/b/a Contact America. 511 
Washington S trc:cl. Chillicothe, Missouri 646() I be, and here by is, granted a certificate 



BEFORE THE PUBLIC SERVICE COMMISSION 

OF THE STATE OF MISSOURI 

In the matter of the application of ) 
Intercon Gas Inc., a corporation, ) 
et al., for an order and certificate of ) 
convenience and necessity authorizing it) 
to construct, install, acquire, own, ) 
operate, control, manage and maintain a ) 
natural gas pipeline and related ) 
facilities and to transport natural gas ) 
in portions of Jefferson, Franklin, ) 
Crawford, Washington and Phelps Counties,) 
Missouri. ) 

JOINT RECOMMENDATION 

Case No. GA-90-280 
(Consolidated with 
Cases: GA-90-276, 
GA-91-81, GA-91-82) 

Comes now Missouri Pipeline Company ( "MPC") , Missouri 

Gas Company, the Staff of the Missouri Public Service Commission, 

Laclede Gas Company, the Office of the Public Counsel, the City 

of Union, the City of Washington, the City of st. Clair, the 

Rolla Municipal Utilities, and the County of Franklin, Missouri, 

all hereinafter referred to as the "Consenting Parties," and for 

their joint recommendation to the Missouri Public Service 

Commission in the above-captioned cause ( "Joint Recommendation") 

hereby state as follows: 

1. The Consenting Parties are parties to Case No. 

GA-90-280 (Consolidated), hereinafter referred to as the 

"Proceeding". 

2. There is an issue pending in the Proceeding 

relating to whether it would be appropriate to establish zone 

transportation rates in the MPC service area which would result 

from the approval by the Missouri Public Service Commission 

---------------­SCHEDULE NO. 2 



("Commission") of the Application filed by MPC in the Proceeding 

("New MPC Service Area"). 

3. The Consenting Parties, in an effort to settle 

among themselves the issue set out in paragraph 2, above, and 

present a joint recommendation on said issue to this Commission 

hereby consent, agree, and recommend as follows: 

a. The MPC transportation rates established by 

the Commission in this Proceeding in the New MPC Service Area 

shall be the same as the transportation rates currently charged 

by MPC in its current service area. 

b. The transportation rates referred to in 

subparagraph a, above, may be applied uniformly throughout the 

New MPC Service Area. 

c. The issue as to whether or not zone rates are 

appropriate in the New MPC Service Area may be readdressed by the 

Consenting Parties in the rate proceeding to be filed with this 

Commission by MPC on or before January 1, 1992. 

4. The agreements and recommendations of the 

Consenting Parties contained in this Joint Recommendation shall 

not bind or prejudice in any manner the positions of any other 

party to the Proceeding as to the issue or issues addressed 

herein. 

5. The terms of this Joint Recommendation shall not in 

any manner bind or prejudice any of the Consenting Parties in any 

other proceeding. 

6. None of the Consenting Parties shall be deemed to 

have approved or acquiesced in any ratemaking principle or any 

2 



method of cost determination or cost allocation underlying or 

allegedly underlying this Joint Recommendation. 

STAFF OF THE MISSOURI PUBLIC 
SERVICE COMMISSION 
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William M. Shansey P 
Assistant General Counsel 
P.O. Box 360 
Jefferson City, MO 65102 

LACLEDE GAS COMPANY 

~ichard w. French 
Attorney at Law 
720 Olive Street 
St. Louis, MO 63101 

CITY OF UNION 
CITY OF WASHINGTON 
CITY OF ST. CLAIR 
ROLLA MUNICIPAL UTILITIES 
COUNTY OF FRANKLIN, MISSOURI 

/. mes M. Fischer 
,· A re, Wendt & Fischer , , , 

02 E. High Street, Suite 200 
Jefferson city, MO 65101 

Respectfully submitted, 

MISSOURI PIPELINE COMPANY AND 
MISSOURI GAS COMPANY 

) 

, Ottsen, Leggat & 
tak 

Cm rce Bank Building 
11 South Meramec, Suite 1010 
St. Louis, MO 63105 

OFFICE OF THE PUBLIC COUNSEL 

Assistant Public Counsel 
P.O. Box 1078 
Jefferson City, MO 65102 
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a.bead earoing,i. There's oo ncci CD 
chuc it. But ifit woaken,, it's worth a 
dollclooc. 

'Cm• Jea.ne acdltan 
l.\sT SUMMEJ. FO~BES 1cpo,c:cd !mt 
Edisto R.c.ourccs Cotp., the $345 
million ( sal~} oil and ga.s producer, 
W!UI CXl the VCi"QC Of going bwt (Stj#. 
H, 1992). Now the holdas of Edis· 
CD's $103 million of senior =, 
iDclllding Trwt Co, of the Wcst,an: 
trying to help &!im, ram through a 
quickie, pre.n.cgotWCd bankruptcy fil. 
ing in order to saiv;,.ge their ilm:st· 
mcm in the Dallas-ba.,cd company. If 
appn:,vcd, the plan would give those 
IIOll:boldtn about 9°" of the equity 
in the rcorp.aizcd Edisto. As fur Edil­
to'a n=rly 26 million currmt "1m• 
man mares, they still tnde on the 
Amaic:a.n Stock Exdta.ngc; =cnt 
price,2Sccnts. 

But some unwelcome =din,111 
m:zy gum up the reorg.aniza.tio The 
U.S. Interior Depanmcnt'a Mincnls 
Managcmc:nt Scr,ic;c wanlS CD mow 
who will pay to plug and abandon 
F.dilto 's depicting -US in the Gulf of 
Maico. The agency may file a claim 
for an c.mnwcd $7.5 million. Other 
oil companies that sold leucs CD J!di.s. 
to =r well file CWJIU agaiDsl: Edbto, 
too, to !'rot= r.hcm5clvc1 against fu· 
turc c:kanup coot bills. 

The magnlrodc of EdiRn'a plug­
giag liabillac:, II unclear. Bw: the ex­
ampic of the= bankruptcy we of 
Alliance Oper.iting Co,p., another in­
dcpcnd.cnt producer, au ggcm thc 
cost could be heavy. Taao:o and 
Amoco, the prior lc1scbold•,. on 
une of ~•s of&hoo: produc­
tion w:s, may have to chip in SS 
millioo apiece to cover their slim of 
the d=lup of ju.at one lite. All told, 
lnrm)r'sMln=ls ManapmcntScr• 
vice claimed about s:zo million l'I> 
a:wcr Alliance's 17 of&hore slta. Ed­
iQo bu sakes in a.t !cut 401wa. 

Bottom line: Avcid £di&to'1.Ama­
mdcd =onstoeklib: the~­
Oae ccn.sultant who looted at the 
C0Ulpallywam5 tb.uthc clcauupc.UII 
will almmt ccmln!y w!pc out any oi 
the remaining value oi~ camp1ny'1 
csismia;equity.~wfloWIDDIO 
ll1YCR ihouJd wait until the .rcargani• 
z:uiau plan 1w bcc:n made final. 

-JAM& R. Noll.MAN• 

l'arila • J.,...,,, 18, 1998 , •. ---------------­SCHEDULE NO. 3 


