Decision No. R01-1076

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 01S-321T
DOCKET NO. 01M-317T

re:  the INVESTIGATION and suspension of tariff sheets filed by peetz cooperative TELEPHONE company with advice letter no. 63.

recommended decision of
administrative law judge
ken f. kirkpatrick
accepting stipulation

Mailed Date:  October 19, 2001

Appearances:

Mark Davidson, Esq., Denver, Colorado, for Peetz Cooperative Telephone Company;

Simon Lipstein, Assistant Attorney General, Denver, Colorado, for the Colorado Office of Consumer Counsel; and

David Nocera, Assistant Attorney General, Denver, Colorado, for the Staff of the Commission.

II.
statement

A. This proceeding was instituted by the issuance of Decision No. C01-782, July 27, 2001.  By that decision the Commission suspended and set for hearing the tariff sheets filed under Advice Letter No. 63 and Amended Advice Letter No. 63 filed by Peetz Cooperative Telephone Company (“Peetz”) on June 29, 2001.  The Commission found that the rates contained in the tariffs might be improper and therefore set them for a hearing to be held on November 15, 2001.

B. Concurrent with the filing of the advice letter, Peetz filed a Motion for a Waiver of Rule 4 CCR 723-41-17, seeking additional high cost funding of $9,959 annually, for a total amount being sought of $36,865 annually for the first year of funding.

C. The Colorado Office of Consumer Counsel (“OCC”) and the Staff of the Public Utilities Commission (“Staff”) timely filed notices of intervention.

D. On October 10, 2001, Peetz, Staff, and the OCC filed a Stipulation and Settlement Agreement (“Stipulation”).  The Stipulation resolved all issues between and among the parties to this proceeding.  A hearing on the Stipulation was held October 17, 2001 in a Commission hearing room in Denver, Colorado.  During the course of the hearing Exhibit 1 was identified, offered, and admitted.  At the conclusion of the hearing the assigned Administrative Law Judge indicated that he would accept the Stipulation in its entirety.

E. In accordance with § 40-6-109, C.R.S., the undersigned now transmits to the Commission the record and exhibits in this proceeding along with a written recommended decision.

II.
findings and CONCLUSIONS

F. The original filing by Peetz sought to increase rates for certain custom calling features, decrease switched access rates overall by approximately 4.1 percent, and decrease special access rates.  In addition, Peetz sought to qualify for high cost funding of $36,865 annually.  Peetz did not seek any increases in the rates for local service.  The proposed Stipulation calls for access rates to decrease overall by approximately 10 percent, although certain components of access do increase.  The Stipulation calls for Colorado High Cost funding in the annual amount of $27,321.  The resulting net income and return to Peetz incorporate an 8.43 percent overall rate-of-return, and imputed capital structure of 60 percent equity and 40 percent debt, a return on equity of 11.25 percent, and a debt rate of 4.2 percent.

G. In addition, Peetz agrees in the Stipulation to establish an optimal reserve amount to be held in non-operating investments.  Any earnings on non-operating investments above the optimally established level will be returned to Peetz’s members in the year following the year in which they are realized.  It was clarified at hearing that an optimal reserve amount would be two times net book value or approximately $1.2 million.

H. Peetz is no longer seeking a waiver of 4 C.C.R. 723-41-17, to allow for increased support from the Colorado High Cost Support Mechanism.  None is required due to changes in the national cost per loop effective October 1, 2001.  Therefore Docket No. 01M-317T should be dismissed.

I. The Stipulation produces rates which are just and reasonable and in the public interest.  The underlying assumptions of an 11.25 percent return on equity and a 60 percent equity/40 percent debt imputed capital structure are just and reasonable.

J. While the parties recognize that any changes to tariffed rates can only be effective after a decision becomes effective and tariff changes are filed, the settling parties seek to have Colorado High Support Mechanism support effective October 1, 2001.  Rule 18.6.1.2 of 4 Code of Colorado Regulations 723-41 provides as follows:

At any time, upon the request and proper support as part of the general rate proceeding by a rural telecommunications service provider, the Commission, acting as administrator, may revise the HCSM support revenue requirement that will be effective for a period of six years beginning with the date established by order ... (Emphasis added.)

K. Thus it appears that the rules governing the establishment of the level of High Cost Support Mechanism support are not subject to the stringent filing and suspension requirements of tariffs; rather, upon an appropriate showing, an order adjusting funding may be entered at any time with an appropriate effective date.  In this proceeding, an appropriate effective date is October 1, 2001 for the Colorado High Cost Support Mechanism support.

L. The proposed Stipulation is just and reasonable, in the public interest, and it should be accepted in its entirety.

M. In accordance with § 40-6-109, C.R.S., it is recommended that the Commission enter the following order.

II.
order

N. The Commission Orders That:

1. The Stipulation and Settlement Agreement filed October 10, 2001 is accepted and it is incorporated into this Order as if fully set forth.

2. Peetz Cooperative Telephone Company shall file tariffs, to be effective on one day’s notice, under a new advice letter, citing this Decision as authority, which incorporate the terms of the Stipulation and Settlement Agreement.  Such advice letter shall be filed within ten days of the effective date of this Order.

3. Peetz Cooperative Telephone Company is authorized to receive Colorado High Support Mechanism funding in an annual amount of $27,321, commencing October 1, 2001.

4. Docket No. 01M-317T, being a request by Peetz for waiver of 4 C.C.R. 723-41-17, is dismissed. 

5. This Recommended Decision shall be effective on the day it becomes the Decision of the Commission, if that is the case, and is entered as of the date above.  

6. As provided by § 40-6-109, C.R.S., copies of this Recommended Decision shall be served upon the parties, who may file exceptions to it.  

a. If no exceptions are filed within 20 days after service or within any extended period of time authorized, or unless the decision is stayed by the Commission upon its own motion, the recommended decision shall become the decision of the Commission and subject to the provisions of § 40-6-114, C.R.S.

b. If a party seeks to amend, modify, annul, or reverse basic findings of fact in its exceptions, that party must request and pay for a transcript to be filed, or the parties may stipulate to portions of the transcript according to the procedure stated in § 40-6-113, C.R.S.  If no transcript or stipulation is filed, the Commission is bound by the facts set out by the administrative law judge and the parties cannot challenge these facts.  This will limit what the Commission can review if exceptions are filed.

7. If exceptions to this Decision are filed, they shall not exceed 30 pages in length, unless the Commission for good cause shown permits this limit to be exceeded.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



KEN F. KIRKPATRICK
_______________________________


Administrative Law Judge
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