BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

	Application of Sprint Nextel Corporation for Approval of the Transfer of Control of  Sprint Missouri, Inc., Sprint Long Distance, Inc. and Sprint Payphone Services, Inc. From Sprint Nextel Corporation to LTD Holding Company. 
	)

)

)

)

)

)
	Case No. IO-2006-0086




COMMUNICATIONS WORKERS OF AMERICA’S AMENDED OBJECTION TO THE NON-UNANIMOUS STIPULATION AND AGREEMENT SUBSTITUTING PREVIOUSLY FILED OBJECTION

On August 23, 2005, Sprint Nextel Corporation ("Sprint") filed an Application with the Missouri Public Service Commission ("Commission") initiating the above-captioned proceeding.  Pursuant to 4 CSR 240-2.115(2), the Communications Workers of America (“CWA”) hereby objects to the Stipulation and Agreement (“Stipulation”) dated December 27, 2005.   

1.
 Finance Conditions

As CWA demonstrated in our Response to Staff Testimony filed on Dec. 6, 2005 (“CWA Testimony”), Sprint Missouri and its parent LTD Holding Company (“LTD”) will be weaker, more financially constrained entities after the spin-off. After the separation, LTD and its local subsidiary Sprint Missouri will be highly leveraged, with potential restrictions on the use of cash. Moreover, LTD will go from a financially healthy entity with substantial positive shareholder equity to one with negative shareholder equity projected for every year through 2010. In addition, the allocation of assets and debt between Sprint-Nextel and LTD will leave LTD with a disproportionate share of the combined company’s debt. As a result, Sprint Missouri will have less cash at its discretion to operate its business, maintain its networks, and invest in advanced services and infrastructure.

Unfortunately, the Finance Conditions in the Stipulation do not go far enough to mitigate the public interest harm that would result from LTD’s highly leveraged capital structure and inequitable allocation of debt and assets at the time of the separation.  The Finance Conditions utterly fail to address the fact that LTD will incur an additional $6.5 billion in newly-issued debt at the time of separation which will be transferred as an asset to Sprint Nextel. The Finance Conditions fail to protect Sprint Missouri customers from any restrictions on the use of cash that might be attached to the newly-issued bank or bond debt.  The Finance Conditions fail to address the fact that Sprint Missouri’s parent company after the separation will go from a financially healthy company to one with negative shareholder equity. 

The Finance Conditions instead focus on after-the-fact reporting requirements which are insufficient to protect Missouri consumers. The Finance Conditions articulate what will happen if, after the separation, two out of the three credit rating agencies do not assign an investment grade corporate credit rating to LTD.  In such an instance, the Finance Conditions require LTD to demonstrate to the Commission that certain financial metrics presented to the bond rating agencies were substantially the same as those presented to the Commission on August 1, 2005; and that its below-investment grade bond ratings were due to “other than the financial metrics of the company.” 

After-the-fact reporting requirements do not ensure that LTD is a financially viable entity at the time of separation. They merely let the Commission know if it made a mistake in approving the transaction under its current capital structure. There are no “back-stop” conditions if LTD were to fail to meet even the very weak after-the-fact reporting requirements in the Stipulation. Moreover, the reporting requirements are inadequate.  Bond rating agencies associate business risk and financial risk in determining credit ratings, yet the Financial Conditions would exonerate LTD if the credit rating agency assigns a non-investment grade credit rating due to a combination of business and financial risk.

 But even more fundamentally, the Commission must act now, before the transaction occurs, not after the separation, to ensure that the transaction does not result in a financially weaker, potentially constrained entity. Waiting until after the transaction – and then only imposing weak reporting requirements – is too late. 

The Stipulation and Agreement are also silent on the pension fund issue.  The transfer of assets to LTD Holding Company must include sufficient pension fund assets to cover all projected liabilities for LTD Holding Company employees and retirees.  Silence on this issue will have an enormous impact on the financial viability of LTD Holding Company as well as ensuring workers’ retirement security are protected.  

2.  Public Interest 

The proposed transfer of stock is not in the public interest.  The proposed transaction will result in serious harm to LTD Holding Company’s quality of service to customers.
3.
Conclusion

 
The Stipulation and Agreement does not adequately protect Missouri consumers. It does not ensure that LTD Holding Company will be a financially healthy, viable entity after the transfer, able to provide quality service to customers and to properly invest in services and infrastructure.  The Stipulation therefore does not ensure that the proposed transfer will be in the public interest. 
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