Decision No. R98-979-I

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 98S-347T

re:  the investigation and suspension of tariff sheets filed by pine drive telephone company with advice letter no. 51.

interim order of
administrative law judge
ken f. kirkpatrick
requesting clarification

Mailed Date:  September 30, 1998

I. statement

A. On September 25, 1998, Pine Drive Telephone Company (“Pine Drive”), Staff of the Public Utilities Commission (“Staff”), and the Colorado Office of Consumer Counsel (“OCC”) (collectively “Settling Parties”) filed their Motion for Approval of Stipulation and Settlement Agreement with an attached Stipulation and Settlement Agreement.  By this motion the Settling Parties note that Pine Drive filed Advice Letter No. 51 on June 24, 1998 with accompanying tariff sheets.  By this filing Pine Drive sought to increase access charges by approximately 1.4 percent and requested annual Colorado High Cost Funding of approximately $314,705 for the initial year of funding.  Pine Drive filed Revised Advice Letter No. 51 on July 10, 1998.  On July 31, 1998, the Commission entered Decision No. C98-735 wherein it suspended the effective date of the tariffs and set them for hearing.  Staff and the OCC timely intervened.  A hearing is currently scheduled for November 17, 1998.

B. The Settling Parties have reached an agreement which they suggest will resolve all the issues in this proceeding.  The Settling Parties seek Commission approval of access rates as originally proposed; and Colorado High Cost Funding in the amount of $299,611 per year to become effective as of October 1, 1998.

C. At the outset it should be noted that no decision can be entered by this Commission which will allow the tariffs to become effective as of October 1, 1998.  The Commission does not have a Weekly Meeting scheduled until October 1, 1998.  Any decision entered by the undersigned would be a recommended decision and not effective for 20 days.

D. Aside from the effective date of the tariffs, the undersigned has several questions concerning the Stipulation and Settlement itself.  As noted above, the settlement calls for allowing the 1.4 percent increase in access charges as originally requested along with a somewhat reduced amount of high cost funding in an annual amount of $299,611.  A central thrust of the stipulation is that Pine Drive will agree to initiate and complete a cost feasibility study by February 15, 1999.  The study is to be used as a tool to determine the short term and long term economic and customer rate impacts of Pine Drive filing on an actual cost basis instead of an average schedule basis.  The Settlement Agreement delineates specifics of the study.

E. The settlement indicates that allowing the access charges to increase as proposed and increasing the high cost funding will result in a 10 percent overall rate of return; an imputed capital structure of 62 percent equity and 38 percent debt; a return on equity of 11.69 percent; and a debt rate of 7.25 percent.  The adjusted operating revenues include $10,000 in expenses to complete the cost of the feasibility study, with any cost beyond $10,000 not to be recovered through intrastate regulated retail rates.

F. A review of the stipulation and attached exhibit raises the following questions:

1.
The $10,000 allocated for the feasibility study appears to be permanently built into rates.  Why should the $10,000 be permanent rather than a one-time expense?

2.
On Exhibit A, page 1 of 3, there is a $5,000 adjustment to corporate operating expenses which is not explained.  What is the basis and purpose of that $5,000 adjustment?

3.
Exhibit A, page 1 of 3, contains a company-proposed adjustment of $25,598 to the Colorado High Cost Fund actual number.  What is the basis and purpose of that adjustment?

4.
On Exhibit A, page 1 of 3, there is a disagreement between Staff and the company concerning accumulated depreciation of approximately $15,000.  Should this disagreement be resolved in this proceeding so that the Settling Parties may proceed forward with an agreed-upon balance?

The Settling Parties at their option may provide answers to the above questions either by a supplement to the Stipulation and Settlement Agreement or by requesting that the matter be set for hearing and providing responsive testimony.

II. order

A. It Is Ordered That:

1. The Motion for Approval of Stipulation and Settlement Agreement will be held in abeyance pending clarification of the issues set forth above.

2. This Order shall be effective immediately.
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____________________

Bruce N. Smith

Director
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