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SUGGESTIONS IN SUPPORT OF STIPULATION AND AGREEMENT


COMES NOW the Staff of the Missouri Public Service Commission (“Staff” and “Commission”), and for its Suggestions in Support of Stipulation and Agreement in this case, states:

1.
On December 30, 2003, Fidelity Telephone Company (“Fidelity” or “Company”) submitted to the Commission proposed tariffs sheets intended to implement a general rate increase for telephone service in the amount of $2,359,972.  The Company submitted direct testimony with its tariff sheet filing.    On January 13, 2004, the Commission issued an order, suspending the effective date of the proposed tariff sheet to allow sufficient time to study the effect of the proposed tariff and to determine if it is just, reasonable and in the public interest.   By subsequent orders, the Commission granted applications to intervene filed by Southwestern Bell Telephone, L.P., d/b/a SBC Missouri (“SBC Missouri”) and AT&T Communications of the Southwest, Inc. (“AT&T”).  On March 11, 2004, Staff and the Office of the Public Counsel (“OPC”) filed direct testimony in the case.  On March 15, 2004, OPC filed further direct testimony, and SBC Missouri and AT&T filed direct testimony

2.
On March 18 and 19, 2004, the parties attended the prehearing conference and agreed upon a settlement of all issues in this proceeding.  On March 29, 2004, the Parties filed a Stipulation and Agreement reflecting this settlement. 

3.
After extensive negotiations, the Parties agreed to an increase in revenue for Fidelity in the amount of $1,625,000 on an annual basis.  The revenue increase for Fidelity, above Staff’s pre-filed revenue requirement of $1,419,493, reflects Staff’s estimate of its litigation risk on the major issues of rate of return and depreciation, as well as the other issues in this proceeding.

4.
As part of the settlement, Fidelity agreed to OPC’s request to notify its customers of the availability of Lifeline and Linkup services.  The Company agreed to notify customers via a bill insert during the normal September, October and November 2004 billing cycles. 

5.
The Stipulation and Agreement provides that starting on July 1, 2004 the Company will be authorized to use new depreciation rates, as shown on Attachment 2 to the Stipulation and Agreement, for its depreciable plant accounts.  The new depreciation rates provide for the recovery of the original cost of capital investment only.  Therefore, the Company will begin expensing cost of removal and salvage.

6.
The proposed local and access rates resulting from the Stipulation and Agreement are shown as Attachment 1 to the Stipulation and Agreement.  The rates negotiated in the Stipulation and Agreement ensure Fidelity’s customers will not suffer rate shock, while also awarding less overall cost to access payers than proposed by the Company.  Residential local rates will rise by $2.70 to $10.25, while business local rates increase by $5.70 to $19.95.  These increases represent changes of 35.76 percent and 40 percent, respectively.  Various other rates have been increased from 8.7 to 66 percent (Smart Call Forwarding/Busy Line from $0.75 to $1.25).  The total increase applied to local rates is $973,790 of the $1,625,000 total stipulated increase, or 59.93 percent.  Overall, access payers will pay an additional $651,210, or 40.07 percent of the increase, annually.  The resultant access rates place Fidelity at the fourth, eleventh, and eighth intraLATA (local access and transport area), interLATA, and average (of inter- and intraLATA) rates of 43 incumbent Local Exchange Carriers (“LECs”) in Missouri.

7.
All Parties to this case, each of who had interests distinct and different from the others agreed upon, or do not oppose, the terms of the Stipulation and Agreement.  Staff believes that the agreement of the divers and diverse parties is itself evidence of reasonableness.

8.
Staff believes that the reasons stated above provide ample support that the settlement filed in this case is reasonable, and that the Commission should therefore approve the Stipulation and Agreement.
WHEREFORE Staff prays the Commission accept its Suggestions in Support of Stipulation and Agreement and approve the Stipulation and Agreement filed in this matter.
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