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I. STATEMENT  
1. On May 30, 2008, Roggen Telephone Cooperative Company (Roggen or Company) filed Advice Letter No. 57 (Advice Letter).  Accompanying the Advice Letter were proposed tariffs.  The proposed tariffs, if effective, would increase the recurring (i.e., monthly) rate per residential (R-1) access line to $13.50; would increase the recurring rate per business (B-1) access line to $15.50; and would change the Low-Income Telephone Assistance Program tariff to reflect the current Subscriber Line Charge of $6.50.  

2. On June 13, 2008, the Colorado Office of Consumer Counsel (OCC) filed a Protest and Entry of Appearance.   

3. By Decision No. C08-0664, the Commission set the proposed tariffs for hearing.  This action had the effect of suspending the effective date of those proposed tariffs.  Section 40-6-111(1), C.R.S.  The initial suspension period expired on October 29, 2008.  By Decision No. C08-1128, the Commission extended the suspension period to January 27, 2009.
  

4. By Decision No. C08-0664, the Commission also referred this matter to an Administrative Law Judge (ALJ).  In addition, that Order established an intervention period.  

5. The OCC timely intervened of right.  

6. The Staff of the Commission (Staff) timely intervened of right.  

7. OCC and Staff, collectively, are the Intervenors in this proceeding.  Roggen and the Intervenors, collectively, are the Parties.  

8. The ALJ held a prehearing conference.  With the agreement of the Parties, the ALJ established a procedural schedule and set the hearing in this matter for October 22 and 23, 2008.  Decision No. R08-0867-I.  Upon motion, the ALJ subsequently modified the procedural schedule.  Decision No. R08-0959-I.  

9. Roggen filed the direct testimony and exhibits of Mr. Jon D. Loe.
  OCC filed the answer testimony of Mr. Cory Skluzak.
  Staff filed the answer testimony and exhibits of Ms. Patricia A. Parker.
  Each of the testimonies is sworn.  

10. On September 23, 2008, Roggen filed a Motion for Summary Judgment (Roggen Motion).  The filing was made pursuant to Colorado Rule of Civil Procedure (Colo.R.Civ.P.) 56.
  No Intervenor responded.  The Roggen Motion is unopposed.  

11. Following the filing of the Roggen Motion, the ALJ vacated the evidentiary hearing.  The ALJ took the Roggen Motion under advisement.  Decision No. R08-1067-I.  

12. Based on review of the undisputed evidence in the proceeding, the ALJ requested that the Parties file briefs addressing the issue of whether the proposed rate increases, if adopted, would be just and reasonable.  Decision No R08-1067-I.  Roggen, OCC, and Staff each filed a brief addressing the issue identified by the ALJ.  Each Party stated that, if adopted, the proposed rates would be just and reasonable and that the record in this proceeding supports such a determination.  The Parties urged the Commission to approve the proposed rates.  

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

II. FINDINGS AND DISCUSSION  
14. The evidentiary record in this proceeding consists of the three filed and verified testimonies and the facts contained in the verified Roggen Motion and the Affidavit of Peggy Manino in Support of the Roggen Motion (Manino Aff.).
  The facts found here are stated in, or are reasonable inferences from, these sources.  

15. The material facts in this proceeding are undisputed and uncontested.  

16. Roggen is a public utility and is fully regulated by the Commission.  

17. Intervenor OCC is a Colorado state agency established pursuant to § 40-6.5-102, C.R.S., with a specific charge as set out in the statute.  

18. Intervenor Staff is litigation Staff of the Commission as identified in its Notice of Intervention.  

19. Roggen is an incumbent rural telecommunications provider and is a telephone cooperative.  It serves 185 residential access lines and 79 business access lines.  The Company provides telecommunications service through a single exchange and serves a territory of approximately 235 square miles.  As a telephone cooperative, the Company provides service on a non-profit basis to its shareholders or members who own and control it.  

20. Roggen Telephone Enterprises, Inc. (RTEI), is Roggen's affiliate company.  RTEI provides broadband services and inter- and intra-LATA resold toll services; these services are non-jurisdictional to this Commission.  Roggen and RTEI share employees, assets, and expenses.  

21. Roggen provides, among other things, basic local exchange telecommunications service (i.e., basic residential service and basic business service) to customers in Colorado.
  It also provides non-regulated (i.e., non-jurisdictional to this Commission) services.
  

22. Roggen's current recurring (i.e., monthly) rate per residential (R-1) access line is $10.50.  This rate was established in 1993 and is the lowest rate for basic residential service in the state.
  Parker Testimony at Exhibit PAP-1 at 1.  The Company proposes to increase that recurring rate to $13.50.
  This is a proposed rate increase of approximately 29 percent.  

23. Roggen's current recurring rate per business (B-1) access line is $10.50.  This rate was established in 1993 and is the lowest rate for basic business service in the state.
  Parker Testimony at Exhibit PAP-1 at 2.  The Company proposed to increase that recurring rate to $15.50.
  This is a proposed rate increase of approximately 48 percent.  

24. The proposed rate increases are the result of Roggen's Board of Directors' vote on January 28, 2008 that approved  

a motion a) to increase residential rates in two annual steps of up to $3.00 per line subject to commission approval, and b) to increase business rates in two annual steps of up to $6.50 per line subject to commission approval.  

Manino Aff. at ¶ 4 (emphasis supplied).
  Roggen filed the Advice Letter in accordance with this action.
  

25. On June 1, 2008, the Company sent notice of the proposed rate increases to its residential and business customers.  The notice was an insert in the June bills.  

26. As of October 20, 2008, Roggen has received no complaint and no expression of concern from its customers about the proposed rate increases.  

27. Review of the Commission's file in this matter reveals that, as of the date of this Recommended Decision, the Commission has received no complaints and has received no expression of concern from a Roggen customer about the proposed rate increases.  

28. To support the proposed rate increases, Roggen presented the revenue requirement study prepared by Mr. Loe.
  Loe Testimony at Schedule 1.  The study used a Calendar Year 2007 (CY 2007) test year.  

29. The Study used the Company's current authorized return on investment (or return on rate base) of 9.64 percent.
  No party argues that the Company's current authorized return on rate base is unreasonable and should be changed.  Based on the undisputed testimony of Ms. Parker at 18:1 through 20:11, the ALJ finds that the 9.64 percent return on rate base falls within the range of reasonableness and should be retained.  

30. To show the 12-month return on investment (or return on rate base) that would result if the Commission approved the rate filing, Mr. Loe presented Schedule 4.
  In this analysis, he began with the CY 2007 test year revenue requirement results.  He then updated the revenue requirement results by incorporating Roggen's eligibility for Colorado High Cost Support Mechanism (CHCSM) funding of $38,134
 and by incorporating the increased local exchange revenues that would be realized from the increased rates.
  The return on rate base developed by Mr. Loe is 5.20 percent, which is significantly below the authorized return on rate base of 9.64 percent.  According to Mr. Loe, the  

purpose of Schedule 4 is to demonstrate that the Company will NOT fully recover its local revenue requirement even with a full twelve months of CHCSM funding and the increased local rates.  

Loe Testimony at 4:8-11 (capitalization in original).  

31. Staff presented the revenue requirement study prepared by Ms. Parker.  Parker Testimony at Exhibit PAP-5.
  To prepare her study, Ms. Parker used Staff's cost of service model and cost study inputs provided by Roggen.  The study incorporated three adjustments that Ms. Parker made to the Company's rate base,
 incorporated the allocations
 and adjustments shown in Confidential Exhibit PAP-4, incorporated the Company's eligibility for $38,134 in CHCSM funding,
 incorporated the increased local exchange revenues that would be realized from the increased rates,
 and used a pro forma adjustment to estimate the Company's 2007 draw from the federal Universal Service Fund.
  The return on rate base developed by Ms. Parker is 9.64 percent.  

32. The OCC did not present a revenue requirement study.  

33. For purposes of this proceeding only, Roggen accepts the adjustments recommended by Ms. Parker.  Roggen Motion at 4.  Consequently, the revenue requirement and the return on rate base determined by Ms. Parker are the revenue requirement and the rate of return considered by the ALJ in this proceeding.  

34. The investments in rate base used in the revenue requirement study were made principally for the purpose of providing basic local exchange residential service.  Loe Testimony at Schedule 5 (investments made in 2005, 2006, and 2007).  These investments have not been included in the calculation of the Company's basic residential service rate.  

A. Applicable Legal Standards and Considerations.  

35. Roggen seeks to change three rates contained its tariffs.  As the proponent, the Company bears the burden of proof by a preponderance of the evidence as to each proposed rate.
  Section 13-25-127(1), C.R.S.; Rule 4 CCR 723-1-1500.  

36. Roggen must establish that its proposed rates meet the statutory standard found in § 40-3-101, C.R.S.:  the rates must be "just and reasonable."  To provide guidance to the Commission, the Colorado Supreme Court instructs that  

[t]hose charged with the responsibility of prescribing rates have to consider the interests of both the investors and the consumers.  Sound judgment in the balancing of their respective interests is the means by which a decision is reached rather than by the use of a mathematical or legal formula.  After all, the final test is whether the rate is "just and reasonable."  

Public Utilities Commission v. Northwest Water Corporation, 168 Colo. 154, 173, 451 P.2d 266, 276 (Colo. 1969) (Northwest Water) (citations omitted).  Further, the Commission must consider whether the proposed rates are likely to generate sufficient revenue to ensure a financially viable public utility, which is in both the ratepayers' interest and the investors' (or owners') interest.  Finally, the Commission must consider the ratepayers' interest in avoiding or minimizing rate shock because the monopoly which a utility enjoys cannot be exerted to impose oppressive rates, to the public detriment.  Northwest Water, 168 Colo. at 181, 451 P.2d at 279.  The Commission balances these factors when reviewing proposed rates.  See also § 40-6-111(2)(a), C.R.S. (factors Commission may consider in determining just and reasonable rates).  
37. Finally, the ALJ is mindful that the Commission has an independent duty to determine matters that are within the public interest.
  Caldwell v. District Court, 692 P.2d 1085, 1089 (Colo. 1984).  As a result of its independent duty, the Commission is not bound by the proposals made by the parties before it and may make the changes to the tariff that the Commission deems necessary to assure that the tariff rates are just, reasonable, and sufficient (that is, in the public interest) so long as the evidentiary record supports the changes and the reasons for the choices made are stated.  

38. Because this matter is before the Commission on a motion for summary judgment, it is appropriate to state the standards applicable to such a motion.  

Summary judgment [should be granted] when the pleadings and supporting documents clearly demonstrate that no issues of material fact exist and the moving party is entitled to judgment as a matter of law.  A court must afford all favorable inferences that may be drawn from the undisputed facts to the nonmoving party, and must resolve all doubts as to the existence of a triable issue of fact against the moving party.  

Cotter Corporation v. American Empire Surplus Lines Insurance Company, 90 P.3d 814, 819 (Colo. 2004).  In deciding a motion for summary judgment, Colo.R.Civ.P. 56(c) states that "the pleadings, depositions, answers to interrogatories and admissions on file, together with the affidavits" filed in support of the motion, are considered.
  

39. The ALJ applied these principles and standards in reaching her decision in this matter.  
B. Rates Changes.  
40. There are no genuine issues of material fact in this proceeding.  

41. The Parties agree that the proposed rates are just and reasonable.  The Parties also agree that Roggen has met the statutory and rule requirements that are conditions precedent to the proposed rate increases.  

42. Turning to the proposed change in the Low-Income Telephone Assistance Program (LITAP) tariff to reflect the current Subscriber Line Charge of $6.50, the ALJ finds that the change results in a just and reasonable rate that is in the public interest.  Rule 4 CCR 723-2-2803(a) requires a carrier's LITAP tariff to provide "a 25 percent discount, or the end user common line charge, whichever is greater, [as a credit] for a single residential basic local exchange line in the principal residence of an eligible subscriber."  The proposed change in the LITAP tariff implements this requirement.  In addition, because the LITAP tariff offsets the Subscriber Line Charge and thus reduces the eligible subscriber's bill vis-à-vis what it would otherwise have been, the change in the LITAP tariff presents no issue of rate shock.  

43. Turning to the proposed increase in the recurring rate for basic residential service, the ALJ finds that the proposed rate is just, reasonable, and in the public interest.  

44. First, § 40-15-502(3)(b)(III), C.R.S., governs this rate without regard to the 2008 amendment to § 40-15-503(b), C.R.S.
  Section 40-15-502(3)(b)(III), C.R.S., provides in relevant part that the Commission may grant a rate-of-return regulated carrier's request to increase the basic residential service rate  

if, and to the extent that, such increase is necessary to recover a provider's costs associated with investments for network upgrades made for the purpose of provisioning residential basic local exchange service if such investments are approved or required by the commission and not previously included in the calculation of residential basic local exchange service rates.  

45. The record supports a finding that the network upgrades shown in Loe Testimony at Schedule 5 meet the statutory criteria.  Roggen is a rate-of-return regulated carrier.  The Loe Testimony at Schedule 5 establishes that Roggen has spent approximately $454,000 over the past three years in network improvements (e.g., central office equipment, transmission, and cable facilities) designed to meet customer growth and to enhance customer service.
  There is no dispute, and the ALJ finds, that the facilities are used and useful in the provisioning of residential basic local service.
  Because its basic residential service rate has not changed since 1993, Roggen does not recover the network investments made since 1993 through its current basic residential service rate.  The ALJ finds that Roggen has met its burden to establish that the proposed increase in basic local exchange service should be authorized pursuant to § 40-15-502(3)(b)(III), C.R.S.  

46. Second, as established in the Parker Testimony at Exhibit PAP-5, the ALJ finds that the increased basic residential service rate provides Roggen with a reasonable opportunity to earn its authorized 9.64 percent return on rate base.  

47. Third and finally, for the reasons discussed below, the ALJ finds that the increased basic residential service rate does not present a significant risk of rate shock.  

48. Turning to the proposed increase in the recurring rate for basic business service, the ALJ finds that the proposed rate is just, reasonable, and in the public interest.  

49. First, § 40-15-502(3)(b)(III), C.R.S., does not govern this rate.  It applies only to a proposed increase to the basic residential service rate.  

50. Second, as established in the Parker Testimony at Exhibit PAP-5, the ALJ finds that the increased basic business service rate provides Roggen with a reasonable opportunity to earn its authorized 9.64 percent return on rate base.  

51. Third and finally, for the reasons discussed below, the ALJ finds that the increased basic business service rate does not present a significant risk of rate shock.  

52. Based on the foregoing, the ALJ finds that Roggen has met its burden to establish that each of the three proposed increases is just, reasonable, and in the public interest.  Roggen has established that each of the proposed rates should go into effect.  

C. Rate Shock.  
53. Roggen proposes to increase the monthly residential rate for local exchange service to $13.50, which is an increase of approximately 29 percent.  It also proposes to increase the monthly business rate for local exchange service to $15.50, which is an increase of approximately 48 percent.  Rate increases of these magnitudes raise the question of whether ratepayers may suffer rate shock if the increases are permitted to go into effect.  Because the determination of rate shock is fact-specific and is circumstance-specific, the Commission evaluates on a case-by-case basis whether a rate increase may result in, or may pose the danger of, rate shock.  

54. Based on review of the entire record and the circumstances of this case, the ALJ finds that the proposed rate increases are not likely to result in rate shock.  

55. The Company's Board of Directors is elected by the Company's owner-ratepayers and acts on their behalf as well as on behalf of the Company.  As part of its responsibilities, the Board of Directors balances the sometimes competing interests.  In January, 2008, the Board of Directors considered and approved the proposed rate increases.  This action is an indication that the Company's owner-ratepayers (through the Board of Directors) consider the size and scope of the proposed increases to be reasonable and acceptable.  This lessens concern about rate shock.  

56. In addition, Roggen gave direct notice of the proposed rate increases to each of its ratepayers.  Neither Roggen nor the Commission has received a complaint or an expression of concern about the proposed rate increases.  Given the dearth of response, Roggen's ratepayers do not appear to be concerned about the proposed rate increases and, apparently, do not consider the proposed rate increases to be unreasonable or burdensome.  

57. The ALJ concludes that Roggen's ratepayers are not likely to suffer rate shock if the proposed rates go into effect.  

58. Assuming that the risk of rate shock exists, however, this risk is counter-balanced or ameliorated by several factors.  First, Roggen has demonstrated a need for an increase in its basic local exchange rates.  The Company will have additional revenues that will allow it to continue to provide service and that will permit it to make capital improvements to its infrastructure.  Second, the usual method employed by the Commission to ameliorate rate shock is phasing-in the rate increase over some period of time.  On the facts of this case, phasing-in the proposed rate increases would be counter-productive.  Roggen is a small telecommunications provider and needs access to the increased revenue to provide service and to recover for investments it has made.  Denying Roggen access to the increased revenues has the potential to harm both its financial stability and its owner-ratepayers.  Third and finally, given that Roggen is a cooperative telephone company whose ratepayers are its owners, Roggen's Board of Directors is able to take steps to ameliorate the impact of the rate increase by returning funds (for example, through capital credits) to owner-ratepayers if and when appropriate.  

59. For these reasons, the ALJ finds that the record does not support a finding that the proposed rate increase for basic residential service will result in rate shock.  For these reasons, the ALJ finds that the record does not support a finding that the proposed rate increase for basic business service will result in rate shock.  The proposed rates should be permitted to go into effect.  

D. Cost Allocation Method for Corporate Overhead.  
60. Staff recommends that the Commission order Roggen to develop a cost allocation method that uses a shared common cost allocation factor for corporate overheads.  In support of this recommendation, Staff witness Parker stated that  

[o]nly a very small amount of the total corporate operations are allocated to RTEI.  Staff believes that this allocation needs to be adjusted because corporate operation expenses commonly support both regulated and non-regulated activities; therefore these expenses should be shared by both entities.  

Parker Testimony at 22:3-7.  

61. In its Motion for Summary Judgment, Roggen agreed to Ms. Parker's recommendation.  Roggen Motion at 4.  

62. The ALJ finds that the requirement is reasonable, is not opposed, and should be ordered.  The ALJ will order Roggen to develop a cost allocation method using a shared common cost allocation factor for corporate overheads.  Roggen will be ordered to develop the required cost allocation method on or before June 30, 2009 (but in no event later than 60 days following the date of a final Commission decision in this proceeding).  Roggen will be ordered to make, on or before July 15, 2009 (but in no event later than 15 days following the date on which Roggen develops the required cost allocation method), a compliance filing in this docket.  That filing will inform the Commission that the required cost allocation method has been developed.  

III. CONCLUSIONS  
63. The Motion for Summary Judgment should be granted.  

64. The recurring (i.e., monthly) rate per residential (R-1) access line of $13.50 contained in the tariff sheets appended to the Advice Letter is just, reasonable, and in the public interest.  

65. The recurring (i.e., monthly) rate per business (B-1) access line of $15.50 contained in the tariff sheets appended to the Advice Letter is just, reasonable, and in the public interest.  

66. Changing the Low-Income Telephone Assistance Program tariff to reflect the current Subscriber Line Charge of $6.50, as contained in the tariff sheets appended to Advice Letter No. 57, is just, reasonable, and in the public interest.  

67. The suspension of the tariff sheets appended to Advice Letter No. 57, which suspension is pursuant to Decision No. C08-1128, should be lifted.  

68. The tariff sheets appended to Advice Letter No. 57 should be permitted to go into effect.  

69. Roggen should develop a cost allocation method using a shared common cost allocation factor for corporate overheads.  

70. In accordance with § 40-6-109, C.R.S., the ALJ recommends that the Commission enter the following order.  

IV. ORDER  
A. The Commission Orders That:  

1. Motion for Summary Judgment is granted.  
2. The suspension of the tariff sheets appended to Advice Letter No. 57, which suspension is pursuant to Decision No. C08-1128, is lifted.  
3. The tariff sheets appended to Advice Letter No. 57 shall go into effect.  
4. Roggen Telephone Cooperative Company (Roggen) shall develop a cost allocation method using a shared common cost allocation factor for corporate overheads.  Roggen shall develop the required cost allocation method on or before June 30, 2009, but in no event later than 60 days following the date of a final Commission decision in this proceeding.  
5. On or before July 15, 2009, but in no event later than 15 days following the date on which Roggen develops the cost allocation method as required by Ordering Paragraph No. 4, Roggen shall make a compliance filing in this docket.  The compliance filing shall inform the Commission that the required cost allocation method has been developed.  
6. 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.  
7. As provided by § 40-6-106, 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 recommended 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 a basic finding 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.  

8. If exceptions to this Recommended 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


MANA L. JENNINGS-FADER
_____________________________
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�  By this Recommended Decision, the tariffs will become effective on the day that this Decision becomes the decision of the Commission.  


�  Mr. Loe is a Senior Regulatory Consultant employed by TCA, Inc. - Telcom Consulting Associates, which is a telecommunications consulting firm.  


�  Mr. Skluzak is a rate analyst with the OCC.  


�  Ms. Parker is a Rate/Financial Analyst with the Commission.  Staff filed Exhibit PAP-3 and Exhibit PAP-4 under seal with the Commission.  


�  See Rule 4 Code of Colorado Regulations 723-1-1400 ("motion for summary judgment may be made in accordance with" Colo.R.Civ.P. 56).  


�  Ms. Manino is Roggen's general manager and is the custodian of Roggen's business records (including minutes of the Board of Directors meetings).  


�  Roggen also provides other jurisdictional telecommunications services.  


�  Some of the non-regulated services are resale toll, wireless broadband, wireless voice, web hosting, voice mail, features such as speed calling, and inside wiring.  


�  The statewide average for residential basic local exchange service for rural Local Exchange Carriers (LECs) is $16.52 per month.  Skluzak Testimony at 4 & n.2.  


�  This is not the highest recurring rate for basic residential service that Roggen has charged.  In 1992, Roggen's recurring rate for basic residential service was $16.64.  


�  The statewide average for business basic local exchange service for rural LECs is $23.12 per month.  Skluzak Testimony at 4 & n.2.  


�  This is not the highest recurring rate for basic business service that Roggen has charged.  In 1992, Roggen's recurring rate for basic business service was $16.64.  


�  This vote is consistent with the Stipulation and Settlement Agreement (Settlement Agreement) entered into between Roggen and the OCC in Docket No. 07M-510T.  In that Settlement Agreement, Roggen agreed to make two tariff filings:  (a) an advice letter and tariffs (to be effective on or before July 1, 2008) to increase its basic residential rate to $13.50 and its basic business rate to $15.50; and (b) an advice letter and tariffs (to be effective on or before July 1, 2009) to increase its basic residential rate to $16.50 and its basic business rate to $20.50.  By Decision No. C08-0901, the Commission rejected the Settlement Agreement.  


�  On September 29, 2008, at its first meeting held after the Advice Letter was filed, the Company's Board of Directors approved the contents of the Advice Letter retroactively.  Manino Aff. at ¶ 5.  


�  To create the revenue requirement study Mr. Loe used the separation methods contained in 47 Code of Federal Regulations (CFR) Part 36 and made applicable to jurisdictional telecommunications providers by Rules 4 Code of Colorado Regulations (CCR) 723-2-2400 through 2416.  


�  This return on rate base was approved in Decision No. R03-1257 in which the Commission approved a stipulation in Dockets No. 03S-246T and No. 03V-1257.  


�  The Schedule is the Company's 2007 CHCSM Monitoring Report updated to reflect a full year's increased revenues and a full year's increased CHCSM funding.  To create this Schedule Mr. Loe used the methods contained in 47  CFR Part 36 and Part 69 and made applicable to rural telecommunications providers by Rules 4 CCR 723-2-2400 through 2416.  


�  In Decision No. C08-0901 (issued in Docket No. 07M-510T), the Commission approved Roggen's request to draw from the CHCSM and authorized Roggen to draw $38,134 from the CHCSM.  This authorization was retroactive to February 1, 2008.  


�  This adjustment was $11,400, on an annual basis.  Loe Testimony at Schedule 3.  


�  To create the revenue requirement study Ms. Parker used the cost separation and allocation methods contained in 47 CFR Part 36 and Part 64 and made applicable to jurisdictional telecommunications providers by Rules 4 CCR 723-2-2400 through 2416.  She also used the allocation principles in §§ 40-15-106 and 40-15-108, C.R.S., and the separation and allocation rules found in Rules 4 CCR 723-2-2400 through 2416.  


�  These adjustments are discussed in Ms. Parker's testimony at 15:2 through 17:18 and Confidential Exhibit PAP-3.  


�  Allocation is the process by which expenses and investments are assigned to (allocated among and between) regulated services and non-regulated services.  The process is necessary to assure that carriers do not use revenues from regulated services to subsidize non-regulated services (that is, to assure that the costs to provide non-regulated service are not recovered through the rates charged for regulated services).  


�  Mr. Loe made the same adjustment.  


�  This adjustment was $11,400 (on an annual basis).  Mr. Loe made the same adjustment.  


�  Staff refers to this adjustment as revenue synchronization and states that the Commission has accepted this pro forma adjustment in other proceedings.  


�  The preponderance standard requires the finder of fact to determine whether the existence of a contested fact is more probable than its non-existence.  Swain v. Colorado Department of Revenue, 717 P.2d 507 (Colo. App. 1985).  Because this proceeding is decided on the motion for summary judgment, there are no contested facts.  


�  This is a proceeding to determine the appropriate rates for three telecommunications services.  The rates and their effect are the matters that are within the public interest.  


�  In this case, the ALJ considered the record as described above.  


�  The 2008 amendment is not applicable because it went into effect on July 1, 2008.  Roggen filed the Advice Letter on May 30, 2008.  


�  Section 40-15-503(3)(b)(III), C.R.S., appears to permit the Commission to consider network investments made since May 24, 1995, the date on which the provision became effective.  Thus, the $454,000 likely understates the network investment that Roggen has made since 1995 to provision residential basic local service.  


�  This constitutes the necessary Commission approval. 
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