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I. Statement

1. The captioned proceeding was initiated on August 30, 2011, when Nucla-Naturita Telephone Company (Nucla) filed a Petition for High Cost Support Mechanism (HCSM) Funding (Petition) with the Colorado Public Utilities Commission (Commission).  Nucla requested that its modified level of HCSM support be effective 30 days after notification by the Commission of the Petition filing.
2. The Commission gave notice of the Petition on August 31, 2011.
3. On September 30, 2011, the Colorado Office of Consumer Counsel (OCC) timely filed a Notice of Intervention of Right and Entry of Appearance through counsel.

4. On October 5, 2011, the Trial Staff of the Colorado Public Utilities Commission (Staff) timely filed a Notice of Intervention of Right and Entry of Appearance through counsel.
5. On October 20, 2011, the Commission assigned the proceeding to an Administrative Law Judge (ALJ).

6. On November 28, 2011, Staff and OCC jointly filed a Motion to Compel Discovery (Joint Motion) regarding the responses and objections provided by Nucla to Staff’s and OCC’s Joint Data Requests to Nucla-Naturita.
7. On November 30, 2011, Nucla filed its Response to Staff’s and OCC’s Joint Data Request. 

8. By Decision No. R11-1314-I, issued on December 6, 2011, the undersigned ALJ established a procedural schedule and ruled on Staff and OCC’s Joint Motion.  The ALJ determined that much of what Staff and OCC had requested was outside the scope of permissible discovery, but did order that Nucla furnish an executable copy of its 2010 general ledger and demonstrate its cost separation system for Staff and OCC.
9. On December 6, 2011, Staff filed Motion to Withdraw, Notice of No Further Participation, and Request for Waiver of Response Time.  

10. On December 8, 2011, OCC filed its Motion for Certification that Decision No. R11-1314-I is Immediately Appealable and Stay of Proceedings Before Administrative Law Judge Pending Ruling by Commission on Exceptions of the Colorado Office of Consumer Counsel.

11. On December 9, 2011, Nucla filed a supplement (Supplement) to its Petition correcting an error in the calculation of the costs to process the Colorado Universal Service Charge (CUSC) refund and revising the affected Attachments filed with the Petition.  
Nucla also filed Direct Testimony of Jon D. Loe pursuant to Decision No. R11-1314-I.  

12. By Decision No. R11-1375-I, the ALJ accepted Staff’s withdrawal and denied OCC’s Motion for Certification that Decision No. R11-1314-I is Immediately Appealable.  

13. On December 23, 2011, OCC filed its Notice of Withdrawal of Request for Hearing.  The OCC stated it would not be filing written Answer testimony regarding the subject matter.  

14. By Decision No. R12-0228-I, the ALJ vacated the hearing dates in recognition of the withdrawal by the OCC.  The ALJ also requested that Petitioner clarify a factual discrepancy between a statement in the Petition and a number set forth in Attachment A to the Petition.
15. On February 29, 2012, Nucla filed a Verified Response to the ALJ’s inquiry, supplemented by the Affidavit of Kelly Tomlinson,
 establishing that Nucla’s current level of CHCSM support is $242,020. 

16. With Staff and OCC having withdrawn their interventions and opposition on December 6 and December 23, 2011, respectively, the petition now stands unopposed.  
17. Based on the filings discussed above, the ALJ has determined that the Petition is uncontested and may be resolved under the modified procedure, pursuant to 4 Code of Colorado Regulations (CCR) 723-1-1403, without a formal hearing.

18. In accordance with § 40-6-109, C.R.S., the undersigned ALJ now transmits to the Commission the record in this proceeding along with a written recommended decision.
II. findings, discussion, and conclusions
19. Nucla is a certified provider of local exchange and other telecommunications services to approximately 1,651 lines in Colorado.
  Nucla is also a “rural telecommunications provider” as that term is defined pursuant to both state and federal law.  It is also a “provider of last resort” and has been certified by this Commission as an Eligible Telecommunications Carrier for the purpose of receiving Federal Universal Service Fund support.  As an incumbent rural local exchange carrier, Nucla is an Eligible Provider under Rule 4 CCR 723-2-2847 for the purpose of seeking support from the HCSM.
20. Nucla currently receives $242,020 in annual HCSM funding.  The Petition, as modified by the Supplement, seeks to reset Nucla’s HCSM funding to $321,867 annually, an increase of $79,847.
  Nucla provided Attachment A (2010 CHCSM Monitoring Report) and Attachment D (Colorado CHCSM Cost Factors) in the original Petition; and Revised Attachment B (Calculation of High Cost Loop Support), Revised Attachment C (2010 Part 36 Separations Cost Study), and Revised Attachment E (2010 CHCSM Reset Schedule) in the Supplement.  
21. As ordered by Decision No. R11-1314-I, Nucla conducted a demonstration of its cost-separation system for representatives of the OCC and the Commission’s Advisory Staff on December 14, 2011.  The demonstration showed how the system took data inputs from various identified sources to generate the results of the separation study (Revised Attachment C).  The study is the basis for understanding the extent to which Nucla’s investment, revenue, and expenses are segregated among interstate and intrastate services.
22. The Petition is governed by 4 CCR 723-2-2855(a)-(c) which provides specific direction for determining a company’s eligible HCSM funding.  

23. Rule 2855(a) specifies a formula for calculating HCSM based on loop costs.  Revised Attachment B establishes that Nucla’s unseparated loop costs exceed 150 percent of the nationwide average for such costs.  Accordingly, Nucla calculated the amount of support per line using the factors specified in 4 CCR 723-2-2855(a)(III).  

24. Nucla is requesting a reset of funding under Rule 2855(a)(III)(A) in the amount of $27,269 and Rule 2855(a)(III)(B) in the amount of $59,975 for a total calculation of support per loop of $87,243.
25. The Petition is also governed by 4 CCR 723-2-2855(b) and 2855(c).  Rule 2855(b) specifies a formula for calculating HCSM based on Central Office Equipment (COE) switching costs.  Rule 2855(c) specifies a formula for calculating Nucla’s HCSM eligibility for exchange trunk support.

26. The record establishes that Nucla’s expenses for COE switching and exchange trunk costs are above the statewide average.  In addition, Nucla’s Cable and Wire Facility exchange trunk costs exceed the statewide average (Revised Attachment D). 

27. The total amount of HCSM eligibility provided under Rule 2855(b) and 
(c) is determined in the Part 36 Separations study (Revised Attachment C) and shown in column N, titled “CHCF” (Colorado High Cost Fund).  This amount is calculated to be $234,624.
28. Taken together, the loop support combined with the local switching and trunk support yield a total (revised) HCSM eligibility of $321,867.

29. Nucla has shown that it is in compliance with the Commission’s rules applicable to the provision of basic local exchange service.    

30. Attachment A establishes that Nucla’s net income based on its current level of HCSM support, amounts to $(166,983).  This number, when divided by local net plant-in-service yields a net return of -9.04 percent.  

31. Revised Attachment E establishes that Nucla’s net income based on the increased level of HCSM support sought by the Petition, amounts to $(64,323).  This number, when divided by local net plant-in-service yields a return of -3.48 percent.  
32. Consistent with the previous findings, Nucla is not receiving, and will not receive if this Petition is granted, funds from HCSM or any other source that together with its local revenues will exceed, or even cover, the reasonable cost of providing basic local exchange service to its customers.

33. Based on the uncontroverted record reviewed pursuant to the Commission’s modified procedures, the ALJ finds that Nucla has established its eligibility for high cost support in the total amount of $321,867.
34. The applicability of Nucla’s HCSM funding should be made retroactive to 30 days following Commission notification of this Petition in accordance with the practice established in Docket No. 07M-124T (In the Matter of the Petition of Nunn Telephone Company for High Cost Support Mechanism Funding) and followed in subsequent Commission dockets.
  Based on the Commission having noticed the Petition on August 31, 2011, the effective date of the HCSM funding approved in this Recommended Decision should be September 30, 2011.
35. Pursuant to § 40-6-109(2), C.R.S., the Administrative Law Judge recommends that the Commission enter the following order.

III. order

A. The Commission Orders That:

1. The Petition of Nucla-Naturita Telephone Company for High Cost Support Mechanism (HCSM) Funding is granted in accordance with the revised schedules attached to the Supplement filed by Nucla on December 9, 2011.

2. Nucla-Naturita Telephone Company shall receive Colorado HCSM funding in the amount of $321,867 annually.

3. Nucla-Naturita Telephone Company’s Colorado HCSM funding as set by this Recommended Decision shall be retroactive to September 30, 2011.
4. Docket No. 11M-720T is now closed. 

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.  

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.  

7. 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



KEITH J. KIRCHUBEL
________________________________

Administrative Law Judge




�  Ms. Tomlinson is Nucla’s Secretary/Treasurer.


�  This is the number used in the relevant calculations despite the number 1,589 appearing in the first paragraph of the Petition.





� The Petition originally sought increased funding in the amount of $80,314 annually.  The Supplement reduced this by $467.


� Nucla’s switching costs of $830/loop are greater than the state average of $608.20/loop, Exchange Trunk costs of $888/loop are greater than the state average of $166.58, and its Cable & Wire Facility (CWF) Exchange Trunk costs of $103/loop are greater than the state average of $42.29.  





�  See Docket No. 08V-510T and Docket No. 09V-676T.





1
8

