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I. statement, findings, and conclusions

1. On June 29, 2006, Delta County Tele-Comm, Inc. (Delta) filed Advice Letter No. 123 with the Colorado Public Utilities Commission (Commission).  Proposed changes to Delta’s Colorado PUC Tariff Nos. 2 and 4 accompanied the subject advice letter.  

2. On August 18, 2006, the Commission suspended the effective date of the tariff pages associated with Advice Letter No. 123 and assigned the matter to an Administrative Law Judge (ALJ).  See, Decision No. C06-0966.  That decision also established a procedural schedule that, among other things, set this matter for hearing on December 4, 2006. 

3. Timely interventions were filed in this matter by the Staff of the Commission (Staff) and the Colorado Office of Consumer Counsel (OCC).

4. On September 20, 2006, the ALJ initially assigned to this case issued an interim order restating the procedural schedule contained in Decision No. C06-0966 and imposing certain additional procedural requirements.  See, Decision No. R06-1115-I.  

5. On September 27, 2006, Delta, Staff, and the OCC filed a Joint Motion to Approve Stipulation and Settlement Agreement, Request for Waiver of Response Time (Motion).  A copy of the Stipulation and Agreement (Stipulation) was attached to the Motion.

6. On September 29, 2006, the ALJ initially assigned to this case approved the request contained in the Motion to vacate the procedural schedule applicable to this proceeding.  However, the ALJ retained the hearing scheduled for December 4, 2006, for the purpose of receiving testimony in connection with the parties’ request for approval of the Stipulation.  See, Decision No. R06-1157-I.  That decision directed the parties to present a witness at the hearing to testify in support of the Stipulation and to respond to questions from the ALJ.

7. The hearing was held as scheduled before the undersigned ALJ.  All parties appeared through their respective legal counsel.  Testimony in support of the Stipulation was presented by Mr. Jeff Hanley, Manager of Revenue and Earnings for TDS Telecom; Ms. Patricia Parker, a Rate/Financial Analyst for the Staff, and Mr. Cory Skluzak a Rate/Financial Analyst for the OCC.  Exhibits 1 through 3 were identified, offered, and admitted into evidence.

8. Advice Letter No. 123 requests increases in Delta’s rates that would result in additional switched access revenues of $103,203, additional local revenues of $279,914, and additional vertical services revenues of $62,205.  This filing also seeks authority pursuant to the Commission’s Rules Regulating Telecommunications Providers, Services and Products (Telecom Rules), 4 Code of Colorado Regulations 723-2-2840 (CCR), to increase Delta’s annual support from the Colorado High Cost Support Mechanism (CHCSM) from $129,895 to $165,721.  Collectively, these increases total $611,043.

9. Delta’s current average switched access rate per minute is approximately 4.90 cents.  The proposed increase in switched access rates would increase the average per minute rate to 5.50 cents, an increase of 12.24%.  This equates to the Colorado statewide average for rural local exchange carriers.

10. Delta has not increased its basic local exchange rates since 1997.  The $279,914 increase proposed by Advice Letter No. 123 would result in an average increase of 15% over current basic local exchange rates.  Monthly residential rates for local access would increase from $14.07 to $16.20 per line and monthly business rates for local access would increase from $24.95 to $28.76 per line.  The specific rates proposed by Delta are set forth in Exhibit B of the Stipulation.  In support of the proposed increase in basic local exchange rates Delta indicates that it has invested approximately $7.7 million over the past six years in network improvements designed to meet customer growth and enhance customer service.  The specific nature of these expenditures are described at pages 7 and 8 of the Stipulation.  The parties agree that the proposed increase in basic local exchange rates is just and reasonable under §40-15-502(3)(b)(III), C.R.S. since these expenditures are associated with the provisioning of basic local exchange services.

11. For purposes of settlement, the parties have agreed to an imputed capital structure for Delta of 60/40 equity to debt and a rate of return on equity of 10.00% based on a Discounted Cash Flow analysis for comparable companies.  The parties have agreed on a cost of debt of 6.19%, Delta’s actual cost of debt for the 2005 test year.  They have also agreed that the weighted average cost of capital is 8.48%.  Exhibit E to the Stipulation reflects the parties’ agreement regarding Delta’s $611,091 revenue requirement.  Adjustments to the revenue requirement originally requested by Delta are described at pages 9 through 11 of the Stipulation.

12. At the hearing the ALJ requested that the parties address three general areas; namely, how the parties determined that Delta was eligible for the additional $35,826 it is requesting from the CHCSM; how the $7.7 million in infrastructure improvements described in the Stipulation assist with provisioning basic local exchange services thereby justifying the proposed increases in basic local exchange rates under §40-15-502(3)(b)(III), C.R.S.; and how the parties determined that the proposed rate increases are cost-based and non-discriminatory, that there was no cross subsidization of non-regulated services by regulated services, and that there was a proper separation of costs for interstate from interstate services.

13. With regard to the first issue, Mr. Hanley testified that the amount of the CHCSM draw was calculated in strict compliance with the formulas contained in the Telecom Rules applicable to such calculations.  Witnesses appearing on behalf of the Staff and the OCC testified that they thoroughly reviewed documents and data underlying these calculations and were satisfied that the additional CHCSM amount requested was fully warranted under 4 CCR 723-2-2855.

14. Regarding the second issue, Mr. Hanley referred to Exhibit A of Exhibit 1 in support of Delta’s position that the $7.7 million in infrastructure expenditures made by Delta were primarily for the provisioning of residential local exchange services.  Exhibit A provides detail showing the amount and nature of expenditures for Delta’s infrastructure improvements between 2000 through 2005.  It establishes that the largest portion of these expenditures were for central office asset, transmission, and cable and wire facilities.  Mr. Hanley testified that such assets and facilities constitute the primary elements for providing local exchange services.  Again, the Staff and OCC witnesses testified that their review of underlying documents and data provided by Delta confirmed that the majority of these expenditures were for the provisioning of basic local exchange services and, therefore, the proposed rate increases were authorized under §40-15-502(3)(b)(III), C.R.S.

15. Regarding the third issue, Mr. Hanley testified that in designing its rates Delta properly adjusted its financial records for the purpose of removing any non-regulated cost items and that it followed Federal Communications Commission Part 36 requirements for the purpose of separating Colorado intrastate from interstate costs.  Again, the Staff and OCC witnesses testified that they were diligent in analyzing Delta’s supporting documentation and rate design and were fully satisfied that the proposed rates were just and reasonable and were cost-based and non-discriminatory.

16. Having reviewed the Stipulation, the attachment thereto, the testimony, and the exhibits submitted in this matter, the ALJ agrees with the parties that approval of the changes to Delta’s Colorado PUC Tariff Nos. 2 and 4 proposed by Advice Letter No. 123 and the proposed increase in Delta’s draw from the CHCSM are just and reasonable and are in the public interest.  It is found and concluded, therefore, that the Stipulation should be accepted and approved.  

17. Pursuant to § 40-6-109, C.R.S., it is recommended that the Commission enter the following order.

II.
order

A. The Commission Orders That:

1. The Joint Motion to Approve Stipulation and Settlement Agreement filed by Delta County Tele-Comm, Inc., the Staff of the Public Utilities Commission, and the Colorado Office of Consumer Counsel on September 27, 2006, is granted.

2. The Stipulation and Settlement Agreement dated September 26, 2006 between Delta County Tele-Comm, Inc., the Staff of the Public Utilities Commission, and the Colorado Office of Consumer Counsel, is accepted and approved.  The Stipulation and Settlement Agreement, a copy of which is attached hereto as Appendix A, is incorporated into this Order as if fully set forth herein.

3. The parties shall comply with all the terms of the Stipulation and Settlement Agreement.

4. Attached hereto as Appendix B is a Compliance Appendix setting forth the compliance requirements mandated by this Order.

5. Within 15 days of the effective date of this Order, Delta County Tele-Comm, Inc. shall file advice letters citing this Decision as authority to implement, on not less than one day’s notice, the rates, charges, and/or provisions set forth in the tariff sheets attached to the Stipulation and Settlement Agreement.

6. The Commission shall retain jurisdiction of this proceeding to take such action and enter such orders as may appear necessary to effectuate this Order.

7. 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.

8. 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.

9. 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.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


DALE E. ISLEY
________________________________

Administrative Law Judge
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