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recommended decision of
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accepting stipulated disaggregation plan

Mailed Date:  December 13, 2002

Appearances:

Barry Hjort, Esq., Littleton, Colorado, for the Wiggins Telephone Association;
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Simon Lipstein, Assistant Attorney General, Denver, Colorado, for the Office of Consumer Counsel; and
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I. statement

1. This application was filed on May 15, 2002, by the Wiggins Telephone Association (WTA).  The Commission gave notice of it on June 16, 2002.  Timely interventions were filed by the Staff of the Public Utilities Commission (Staff); by the Colorado Office of Consumer Counsel (OCC); and N.E. Colorado Cellular, Inc. (NECC).

2. A prehearing conference was held on July 16, 2002, and the matter was heard on October 24, 2002.  During the course of the hearing Exhibits 1 through 7 were identified and offered.  Exhibits 1 through 4, 6, and 7 were admitted.  At the conclusion of the hearing the parties were authorized to file posthearing statements of position no later than November 15, 2002.  All parties filed timely statements of position.

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

II. findings of fact

4. WTA is a rural telecommunications provider under the provisions of both federal and state law.  WTA is required by the Federal Communications Commission (FCC) to disaggregate its service area for the targeting of high cost support.

5. Federal support is composed of several programs at issue in this proceeding.  These are the Universal Service Fund (USF) (which itself has several components); long term support (LTS), interstate common line support (ICLS), and local switching support (LSS).

6. There are three paths provided for disaggregation in both the FCC rules
 and this Commission’s rules.
  WTA selected a Path 2 filing.  Path 2 is for a carrier that seeks prior regulatory approval for the disaggregation and targeting of support from the appropriate state commission, in this case the Colorado Public Utilities Commission.  Carriers choosing Path 2 may propose any method of disaggregation and targeting consistent with certain general requirements applicable to all paths, as well as specific requirements for Path 2 proposals.  The purpose of such disaggregation is to accurately target high cost support to areas of high cost, in a competitively neutral manner.  Any such plan approved and adopted will be in effect for at least four years.  It is important to note that the total support to WTA will not decline during this four-year period.  However, the way the disaggregation plan is structured will affect competitive providers, as support is provided on a per line basis and varies from area to area.

7. WTA’s initial Path 2 filing proposed five cost zones within each of WTA’s five wire centers, with each zone defined by concentric circles based on distance from the central offices.  WTA’s calculated per line support levels varied significantly among the five zones, but did not vary from wire center to wire center.  WTA amended its filing on June 24, 2002, with several modifications.  The June 24, 2002 filing further disaggregated support among wire centers, and revised the local switching support (LSS) element to separate out costs within each wire center.

8. On October 16, 2002, WTA, Staff, and the OCC submitted a non-unanimous Stipulation and Settlement Agreement (Stipulation), which presented a joint plan proposed by these parties after negotiations.  The Stipulation changed WTA’s amended plan, reducing the number of zones to four in each wire center instead of five, and calculating LSS as a separate support element.

9. The methodology in the Stipulation for the allocation and disaggregation of USF, LTS, and ICLS support is that originally proposed by Staff, except that all parties agree to incorporate four zones rather than the three zones contained in Staff’s proposal.  This methodology is not opposed by NECC.

10. The Stipulation calls for the LSS to be disaggregated below the switch level.  WTA has a single switch located in Wiggins covering all of the central offices.  WTA has remote switching units (RSUs) located in Briggsdale, Grover, and New Raymer wire centers, and a line concentration module (LCM) in Hoyt.  All switching is done through the main switch in Wiggins.  Should the line connecting a remote switching unit from the main switch be disconnected, the remote switching unit could switch calls between customers in that same wire center.  However, no interoffice switching could take place nor could vertical features such as call waiting be offered.  The LCM serves much the same function as an RSU, although it cannot switch within the wire center.  It does concentrate lines for transport to the central switch where all switching functions are performed.

11. The Stipulation allocates switching plant located at Briggsdale, Grover, and New Raymer over their respective subscribers evenly.  Thirty percent of the Wiggins exchange switch was allocated to the Wiggins exchange only.  This 30 percent was based on the FCC factor used to determine the common line portion or non-traffic sensitive portion of each switch to be moved from switching to common line and includes the line ports or terminations and related equipment.  The remaining 70 percent of the switch plant located in the Wiggins exchange was allocated to all WTA subscribers.  The General and Support facilities were then allocated to each subscriber based on the gross investment in Central Office Equipment and Cable and Wire facilities combined.

12. Direct expenses and depreciation expense were allocated to each subscriber on the basis of related plant investment previously allocated.  Network operations expenses were allocated to each subscriber by the proportion of gross investment and Central Office Equipment and Cable and Wire facilities combined.  General and Administrative expenses were allocated to each subscriber based on the allocation of direct expenses, network administration expense, and customer service expense.  Other expenses were allocated on the basis of investment in Central Office Equipment and Cable and Wire Facilities combined.  See Stipulation, pages 11 and 12.

13. The proposed allocation of LSS support varies across wire centers, but does not vary within a wire center.  The proposed amounts of LSS support, shown on Exhibit B to the Stipulation, based on actual 2002 data, would be $8.41 for Briggsdale, $12.63 for New Raymer, $10.01 for Grover, $3.15 for Hoyt, and $6.18 for Wiggins.

14. NECC is a wireless competitive provider.  It currently provides service in the Hoyt and Wiggins exchanges.  NECC opposes disaggregation of switching costs among the different exchanges.  NECC suggests that all switching costs be averaged across the entire area served by the single switch located in Wiggins.  This methodology, using the 2002 fourth quarter data, would produce a uniform LSS of $7.34 per line per month.

III. discussion

NECC strongly objects to the disaggregation of support below the switch level.  NECC suggests that there is one switch serving the entire service area, and that disaggregation below the switch level is meaningless.  NECC argues that a host-remote switching arrangement such as the one used by WTA is a total cost solution that can increase efficiency and minimize costs from an entire service area not just the locality immediately surrounding the RSU.

…The existence of such an arrangement affects the cost of every component, including the host and the remote components.  Thus the costs properly attributed to WTA’s host switch are different from what they would be if they functioned in a standalone arrangement [footnote omitted]…

by the central switch, including Wiggins and Hoyt.

Aside from its cost allocation argument, NECC argues that the proposed Stipulation is not competitively neutral and in fact discriminatory to NECC.  NECC suggests that WTA is fully aware that NECC can only serve Wiggins and Hoyt, which are the two areas that would receive the lowest amount of switching support under the Stipulation.

The stipulating parties suggest that the Stipulation’s treatment of switching costs provides for a more accurate allocation of those costs given the design of the WTA network.  The stipulating parties believe that allocation or suballocation of costs below the switch level is appropriate for a major investment such as the remote switching units that are in place.  These parties claim their goal was to attribute costs to the cost causers as accurately as possibly.  They claim they have done so.  They also state that this allocation creates a competitively neutral position in that costs are properly allocated, and competition will occur most naturally and efficiently with the allocation of costs they suggest.

The Administrative Law Judge (ALJ) believes that the Stipulation’s allocation of switching costs is reasonably related to WTA’s network configuration.  There is no question that subswitch disaggregation presents some anomalies, as highlighted by NECC.  However, it is also true that equally allocating switching costs throughout the WTA service territory produces anomalies.  For example, if one accepts the NECC contention that the Hoyt LCM should be treated the same as the RSUs, then one would logically take the cost attributable to the LCM out of loop and put them into switching costs, then allocate them uniformly across all users.  This would reduce the loop support for Hoyt significantly, while causing a perhaps de minimus increase in the average support per customer for switching.  However, NECC makes no such proposal.  The LCM costs would remain in Hoyt while Hoyt customers receive full switching allocation of all other switching costs.  Thus the NECC position seems to over-allocate costs (and hence support) to the Hoyt exchange because Hoyt keeps all of the “switching” costs of the LCM, not having to share it with any other exchange areas, but receiving a full allocation of all other switching costs, including the RSUs.

The Stipulation’s proposed allocation has basis in law and logic.  The allocation of switching elements to individual wire centers does produce the competitive neutrality that NECC claims is lacking from the Stipulation, not just between NECC and WTA, but also between WTA and any other new entrants.  The Stipulation properly reflects the higher costs to serve areas furthest from Wiggins, and the lower cost to serve the Wiggins and Hoyt area.  While NECC focuses only on the LSS support methodology, the ALJ has viewed the Stipulation’s support methodology in its entirety, and he finds and concludes that the Stipulation is not anti-competitive.

The proposed disaggregation presented in the Stipulation is just and reasonable and is not discriminatory, and it should be accepted.  The methodology utilized in the Stipulation should be the methodology utilized for the disaggretation of support.

In NECC’s closing statement of position it requests that the Commission clarify that any order approving a plan to disaggregate support in WTA’s service territory also has the effect of redefining WTA’s study area in accordance with Rule 11 of the Commission’s Procedures for Designating Telecommunications Service Providers as Providers of Last Resort as an Eligible Telecommunications Carrier, 4 Code of Colorado Regulations 723-42.  NECC is correct in that this is what Rule 11 envisions, and this proceeding does disaggregate redefine WTA’s study area.

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

IV. IV.
order

The Commission Orders That:

Docket No. 02A-276T, being an application of Wiggins Telephone Association for approval of its disaggregation plan, is granted as set forth in the Stipulation and Settlement Agreement filed October 16, 2002.  Wiggins Telephone Association shall utilize the methodology set forth in the Stipulation to disaggregate its service area both for support and study area boundaries.

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.  

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.  

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.

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.

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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Bruce N. Smith
Director







� 47 C.F.R. § 54.315


� 4 Code of Colorado Regulations 723-42-10


� These sums are per customer line per month.  The actual amounts would vary a little as the methodology is applied to different cost data from different time periods.


� NECC’s Closing of Statement of Position, page 6.  
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