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Suggestions in Support of Stipulation and Agreement 


COMES NOW the Staff of the Missouri Public Service Commission (Staff) and for its Suggestions in Support of Stipulation and Agreement states as follows:

1.
Steelville Telephone Exchange, Inc. (Steelville or Company) is a small local telecommunications company as defined by Section 386.020(30) RSMo 2000.  Section 392.240 RSMo 2000 allows the Commission to examine the rates of any telecommunications company and, after a hearing, to determine the just and reasonable rates to be observed.  However, the Commission need not hold a hearing, if, after proper notice and opportunity to intervene, no party requests such a hearing.  State ex rel. Rex Deffenderfer Enterprises, Inc. v. Public Service Commission, 776 S.W.2d 494 (Mo. App. 1989).  


2.
 The Staff conducted a complete regulatory audit of Steelville.  The audit was based on the unadjusted book balances for the test year ending December 31, 2001.  The Staff’s initial Accounting Schedule (Attachment A) generated an earnings excess of $715,621.  That schedule included the Staff’s Standardized Telephone Depreciation Rates.  

 Through extensive negotiations with Steelville, the Staff agreed to the inclusion in its revenue requirement calculation of rate base additions associated with the Communications Assistance for Law Enforcement Act, Steelville’s last phase of its network system improvements program and the Company’s new meet point location with SBC  Missouri.  These rate base additions reduced Steelville’s excess earning by $332,555.  The Staff agreed to a three-year amortization of the rate case expenses incurred by Steelville in this proceeding ($22,677 per year.)  Further, other miscellaneous corrections and changes reduced the excess earnings by $29,948.  Based on the agreed-to changes, the Staff’s adjusted Accounting Schedule (Attachment B) generated an earnings excess of $330,441.

Depreciation

Appendix B of the proposed Stipulation and Agreement requests the Commission authorize the use of the Standard Small Telephone Company depreciation rates for Steelville’s general and operating plant accounts.  The recommended depreciation rates only recover the original capital cost of plant and exclude net salvage.  Net salvage cost is included with other annual expenses to determine the revenue requirement calculation.  The inclusion of net salvage cost as an expense is in accordance with the Staff’s current depreciation methodology.

The recommended Standard Small Telephone depreciation rates were developed by the Staff and reflect the Staff’s view of the life that Steelville’s plant will experience. Small telephone companies such as Steelville will never have sufficient “churn” in plant to develop “normalized rates of retirements” or data on which to base depreciation rates.   The recommended depreciation rates were developed from historical data of other telephone companies with similar property and the use of engineering judgment.

Communications Assistance for Law Enforcement Act


The Communications Assistance for Law Enforcement Act (CALEA) of 1994 was intended to assist law enforcement in executing electronic surveillance pursuant to court order or other lawful authorization and requires carriers to design or modify their systems to ensure that lawfully authorized electronic surveillance can be performed.  One of the requirements of CALEA necessitates telecommunications carriers such as Steelville to ensure that their equipment, facilities and services are able to comply with authorized electronic surveillance.   In order to meet this CALEA requirement, Steelville spent  $68,483 ($48,527 Missouri Jurisdictional) to upgrade its central office switch software and hardware.  

Outside Plant Upgrades


As part of Case No. TF-99-318
, Steelville delineated a multi-year program to upgrade its telecommunications network including forecasted growth of 2 to 4 percent and for new central office equipment to provide expanded services.  Specifically, Steelville’s network improvements included: (1) the placement of remotes in the exchanges of Viburnum, Huzzah, and Cherryville; (2) replacement of much of the aerial cable in Viburnum and Steelville with new buried plant; (3) engineering and construction of new outside plant that allows virtually all subscribers to access digital services; and (4) continuing to break outside plant into multiple Carrier Serving Areas (CSAs) in order to manage growth and eliminate the need to continually reinforce feeder cable plant.  


Steelville is the last phase of the network system improvements program outlined above.  This stage of Steelville’s telecommunications network upgrade program consisted of the following types of plant additions or relief for the Steelville (775) exchange:


1.
Replacement of the remaining aerial cable with new buried cable;

 
2.
Shortening of the local loop to approximately 12,000 feet with the establishment of additional CSAs; and 

3.
Addition of fiber optic and copper cable to various distribution lines requiring circuit relief.

     
Steelville replaced all of its existing aerial cable with buried cable.  Buried cable increases network reliability and improves transmission quality.


The establishment of additional CSAs allows Steelville to shorten the loop and places the line card within 12,000 feet of the subscriber. CSAs provide higher quality voice circuits, the ability for high-speed data transmission and mitigate power influence problems. Another beneficial aspect of CSA’s is circuit relief to address Steelville’s subscriber growth.  Actual access line growth from 1997 through 2001 has been 11.86 percent.  Further, subscribers located in secluded areas will be able to add lines without the need for significant construction.


Due to Steelville’s growth in subscribers; the Company experienced a shortage of cable and wire facilities.  This was alleviated with the addition of the aforementioned CSAs and new cable and wire facilities.


As part of this proceeding, the Staff agreed to include in its revenue requirement calculation rate base additions of $2,266,522 Total Company ($1,606057 Missouri Jurisdictional) of outside plant, circuit equipment and other miscellaneous plant additions.  The aforementioned plant additions were placed in service subsequent to the end of the test year.   

Meet-Point Change

A meet point is a point of interconnection between two (2) networks designated by two (2) telecommunications carriers, at which one carriers’ responsibility for service begins and the other carrier’s responsibility ends. 

Steelville has a facilities interconnection with SBC Missouri.  The former Steelville and SBC Missouri meet point was located along State Highway 19 in Crawford County Missouri.  The previous meet point arrangement did not allow Steelville the ability to “ring” any of the traffic that travels to and from its service area.  Any fiber cut outside the Steelville service boundary would leave all subscribers without any incoming and outgoing long distance services.   The new meet point alleviates the aforementioned service problem.   The new meet point increased rate base by $269,095 ($190,681 Missouri Jurisdictional).

With the concurrence of SBC Missouri, the physical meet point facilities were moved to Cuba, Missouri.  Though the physical meet point changed, it did not alter any revenue billing increments or transport-associated revenue.

3.
On July 23, 2003, the Staff, Steelville and the Office of the Public Counsel filed a Stipulation and Agreement proposing to reduce Steelville’s gross intrastate revenues by approximately $330,441 on an annual basis. 

4.
 To eliminate the $330,441 in overearnings, the Stipulation provides for and the Staff recommends that the Company reduce its rates in two areas: (1) carrier common line (CCL) terminating access rates and (2) the rates charged by Steelville to local government for enhanced E-9-1-1 telephone service. To accomplish these reductions, the Staff has applied $316,964 in annual reductions towards the terminating CCL rate element, and $13,477 in annual reductions towards the enhanced E-9-1-1 service.  

Steelville has no mileage charges, touchtone is included in the basic local rate, and extended area service (EAS) is available among all four Steelville exchanges.  The residential single party monthly rate is $8.95 and the business single party monthly rate is $14.45.

The current CCL switched access rates for Steelville Telephone Company are: InterLATA and IntraLATA CCL – Terminating $0.11520000 per minute.  Rates for originating CCL are $0.0197 per minute. Steelville’s CCL terminating access rates rank as the 4th highest of the 42 incumbent local exchange carriers in Missouri. Staff reduced the InterLATA and IntraLATA terminating CCL rates to $.06980000 per minute. Under the Staff’s proposed rate design, Steelville would move to the 16th highest in terminating CCL rates among Missouri’s 42 incumbent local exchange carriers.

Additionally, the 911 trunk rates were reduced to $25.00 per month and other E-9-1-1 rate elements were eliminated or reduced, making total reductions of $13, 477 to Emergency Telephone Service. The Staff supports the reduction of E-9-1-1 trunk rates because of the annual savings to local government and to promote public safety.



5.
If the Commission requires additional information to evaluate the Stipulation and Agreement, the Staff has no preference as to an on-the-record presentation or a supplemental filing.



WHEREFORE, for the foregoing reasons, the Staff requests that the Commission approve the Stipulation and Agreement.
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Certificate of Service

I hereby certify that copies of the foregoing have been mailed, hand-delivered, transmitted by facsimile or electronic mailed to all counsel of record this 10th day of September 2003. 

/s/ William K. Haas                         
� Application of Steelville Telephone Exchange, Inc. requesting Authority to borrow an amount not to exceed $9,866,100 from the Rural Utilities Service and the Rural Telephone Bank and in connection therewith to execute a Telephone Loan Contract Amendment, Promissory Notes, and a Restated Mortgage, Security Agreement and Financing Statement.


� A flat rate of $25 per trunk per month was approved for another company in Case No. TT-2001-115, In the Matter of the Access Tariff Filing of Green Hills Telephone Corp., Order Approving Stipulation, March 20, 2001.
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