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STIPULATION AND SETTLEMENT AGREEMENT

This Stipulation and Settlement Agreement (Agreement) is entered into by and
between Delta County Tele-Comm, Inc. (Delta) d/b/a TDS Telecom, Staff of the Public
Utilities Commission (Staff), and the Colorado Office of Consumer Counsel (OCQ).
Delta, Staff and OCC are referred to herein collectively as the "Parties" and individually
as a "Party." This Agreement sets forth the terms and conditions by which the Parties
have agreed to resolve all issues that have or could have been contested in this Docket.
The Parties jointly state as follows:

Introduction

Prior to Delta filing Advice Letter No. 123 on June 30, 2006, Delta, Staff and
OCC worked together cooperatively to resolve all financial issues. This effort by the
Parties was to minimize the cost of the rate proceeding expenses including, but not
limited to, legal expenses. Due to such pre-filing negotiations by the Parties, Delta’s
Advice Letter No. 123, the accompanying tariff sheets, and Exhibits A through E
provide support for and reflect the negotiated revenue requirement and price changes to

rates for both local exchange customers and long distance carriers. In addition, Delta is

requesting additional funds from the Colorado Hi gh Cost Support Mechanism (CHCSM).

On July 19, 2006, Delta filed an amended Advice Letter No. 123 to extend the

effective date of the original tariff filing from August 10, 2006 to August 20, 2006. In its
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filing, Delta sought authority, pursuant to the Commission's Rules Prescribing the
CHCSM and Prescribing the Procedures for the Colorado High Cost Administration Fund
(CHCSM Rules), 4 Code of Colorado Regulations (CCR) 723-2-2840, to increase its
annual CHCSM support from $129.895 to $165,721; an approximate increase of 27.58
percent.

The filing was made to comply with Commission Rule 4 CCR 723-2-2855, which
requires companies requesting a change in their CHCSM support to make a filing with
proper supporting documentation. Delta also requested rate increases which would result
in additional company revenue as follows:

* switched access revenues of $103,203 over the existing switched access
revenues of $854,533;

* local revenues of $279.914 over the existing local revenues of
$1,988,524; and,

* vertical services revenues of $62,205 over the existing vertical services
revenues of $624,207.!

On July 31, 2006, Delta filed with the Commission its Customer Notice
Certification and copies of the customer notices to retail end user customers and intrastate
long distance carriers who purchase switched access services from Delta. The notice to
retail customers was direct mailed on July 14, 2006 and noticed an effective date of
August 20, 2006 for the new tariff changes. The notice to long distance customers was
included in Carrier Access Billing System invoices on J uly 10, 2006 and noticed an

effective date of August 10, 2006 for changes in switched access rates.

" For the purposes of this Agreement, calendar year 2005 is the test year.

b
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On July 31, 2006, the OCC filed its Protest to Advice Letter No. 123 and Request
for Hearing. As the OCC explained in its filing, it had been in settlement negotiations
with the other parties but the OCC filed its Protest and Request for Hearing to preserve its
rights herein in a timely manner.

The tariffs accompanying Amended Advice Letter No. 123 were suspended by the
Commission on August 18, 2006 per Decision No. C06-0966 in this docket. The
Commission: suspended the effective date of the tariffs accompanying Amended Advice
Letter No. 123 for 120 days through December 18, 2006.

Staff timely filed its intervention on August 23, 2006 and the OCC timely filed its
intervention on September 6, 2006. On September 27 , 2006, the Parties filed this
Agreement with the Administrative Law J udge. As stated earlier, the Parties met in
settlement discussions, exchanged proposals and counter-proposals and agreed upon a
stipulated resolution prior to the Delta filing.

The following terms and conditions set forth the Parties’ agreement in resolution

of this proceeding.
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Settlement Agreement Terms

During the initial discussions, Delta sought additional revenues of $1,1 19,084.
Delta’s initial request for its revenue requirement calculation was based on a proposed
overall rate of return of 10.15 percent using a ratio of equity to debt of 60/40. Delta
proposed a return on equity of 12.79 percent. The settled and filed amount of additional
revenues from increases to switched access rates, local exchange rates, vertical services
rates and an increase in Delta’s CHCSM support under this Agreement collectively totals
$611,043, and is reflected in Exhibit A2 This is a reduction of approximately 45 percent
from Delta’s initial request.

1. Cost of Capital. Capital Structure, Return on Equity, and CHCSM and Rate

Design Calculations. For purposes of this settlement only, subject to all of the conditions

sct out below, including those concerning the non-precedential effect of the terms of this
agreement, and to avoid the cost and uncertainty of litigation, the Parties agree as

follows:

A. Cost of Capital, Capital Structure, and Return on Equity. Delta’s

actual equity to debt ratio is approximately 99/1. In an effort to minimize the rate
increases, the Parties agreed to impute a capital structure that is consistent with
utility industry standards and with previous Commission decisions in rural local
exchange carriers’ rate proceedings. The Parties agree to an imputed capital
structure of 60/40 equity to debt.

The Parties agree to a rate of return on equity of 10.00%. The 10.00% is

based on a Discounted Cash Flow analysis for comparable companies.

* The settled revenue requirement is $611,091. The difference between the revenue requirement and
revenues of $48 is due to rounding associated with switched access rate design.
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The Parties agree that the cost of debt is 6. 19%, which was Delta’s actual
cost of debt during the 2005 test year. The Parties agree that the weighted

average cost of capital is 8.48%.

B. CHCSM Supported Amount. For purposes of this Agreement, the
Parties agree that Delta’s request for CHCSM funding is governed by § 40-15-
208, C.R.S., and the Commission’s CHCSM Rules. The Parties agree that Delta
has provided proper support for an increase consistent with Rules 4 CCR 723-2-
2855. The CHCSM funding received by Delta in the test year was $129,895. The
Parties further agree that, based upon the provision of Paragraph 1.A. above,
Delta will reéeive an additional $35,826 in CHCSM support, for a total support
amount of $165,721 for the one-year period from October 1, 2006 through
September 30, 2007. This is a 27.58 percent increase over the test year amount.

The Parties agree that, upon a final Commission decision approving this
Agreement, this CHCSM support amount shall be effective October 1, 2006, and
shall continue for one year, unless otherwise amended by subsequent legislation
or rule change. The Parties agree that the settled upon CHCSM support amount
of $165,721 is in the public interest.

C.  Rate Design.

1) Switched Access Revenues. Delta’s test year switched

access revenues were $852,169. Pursuant to Rule 2416 (a), Delta will
receive an increase in switched access revenues of $103,203. The
current average rate per minute is approximately 4.90 cents. The

proposed average rate per minute for Delta under this Agreement will be
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approximately 5.50 cents. The 5.50-cent rate is the result of the Federal
Communications Commission (FCC) Part 36 (i.e., Separations) and Part
69 (i.e., Access Charge Development) cost studies which prescribe the
allocation methods for investment and expenses. The 5.50-cent rate
equates to the statewide average for Colorado rural local exchange
carriers. This rate change results in a 12.24 percent increase in Delta’s
per minute switched access rate.

2) Local Exchange Revenues. Delta seeks approval for an

increase in its basic local exchange revenues. The specific rates
proposed by Delta are set forth in Exhibit B. Delta’s test year basic local
exchange revenues were $1,988,524 and Delta seeks additional local
exchange revenues under this Agreement in the amount of $279,914. If
this Agreement is approved, Delta’s overall local exchange revenue
requirement will increase by 14 percent. The average increase in Delta’s
monthly local exchange rates is 15 percent.

Delta’s current basic local exchange rates for residence and
business access lines are comparable to other rural local exchange
carriers’ basic local exchange rates operating within Colorado. See
Exhibit C. Delta has not had an increase in its basic local exchange rates
since 1997. Further, by approving these local exchange rate increases
for residential and business access lines, Delta’s basic local exchange
service revenues will be more predictable than if Delta were to rely on

funding from the CHCSM because the current CHCSM rules are
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currently being investigated in Docket No. 05]-43 I'T and the outcome of
that investigation as well as any subsequent rulemaking is uncertain at
this time.

Delta has invested approximately $7.7 million in network
improvements in order to meet customer growth and enhance customer
service over the past six years. The investments in network improvement
are reflected in Exhibit D. Delta’s service territory consists of six
exchanges serving a rural area of Western Colorado. In 2005, Delta had
8,097 residential access lines and 2,361 business access lines.

Delta has consistently modernized and upgraded its plant. In 2002,
the company built a state-of-the-art Wide Area Network to interconnect
the school systems of Hotchkiss, Paonia, Cedaredge and Crawford.

During this time period, Delta installed additional equipment to
provide access to basic and advanced services. The company added
approximately 300 miles of aerial and buried cable and installed 18 digital
remotes to improve the quality and reliability of service. During the test
year, Delta had no held orders or network outages.

As to the individual exchanges, the company replaced and
upgraded the optical transport facilities to provide additional bandwidth
and established a hub for provisioning additional services in the Hotchkiss
exchange. It also improved facilities so that customers have access to
advanced services in Paonia, as well as areas in Silos, Lamborn Mesa,

Stewart Mesa, Bone Mesa, Paonia Airport, Midway and Stucker Mesa.
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This proposed increase in basic local exchange rates is necessary
for Delta to recover costs associated with investments for network
upgrades which were not previously included in the calculation of basic
residential or business local exchange service rates. The Parties agree that
the increase in basic local exchange rates is just and reasonable under
§ 40-15-502(3)(b)(I11), C.R.S., because the aforementioned investment is
associated with the provisioning of basic local exchange service.

3) Vertical and Miscellancous Services. Delta seeks approval

for an increase in selected verﬁcal services and miscellaneous rates. The
test year’s vertical and miscellaneous services revenues, including non-
recurring charges, were $624,207. If the proposed increase in rates is
approved, the additional revenues for these vertical and miscellaneous

services are $62,205.

The specific rates proposed by Delta are set forth in Exhibit B. If approved,
November 10, 2006 would be the earliest opportunity in which Delta can reflect the rate
changes on the customers’ bills. Therefore, the Parties request that upon final
Commission order approving the Agreement, Delta’s revised tariff and the various rate
changes reflected therein become effective not earlier than November 10, 2006. The
Parties also request that the Advice Letter and accompanying tariff pages be filed by

Delta on not less than four days notice to the Commission.
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$8,467 associated with a Competitive Local Exchange Carrier (CLEC) who is no
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5) Federal Universal Service: Reduced revenues of $74,647 to reflect

* known and measurable changes in the Federal Universal Service Fund.

B. Investment.

1) Deregulated Services: Removed investment and accumulated

depreciation for non-regulated services of $176,102.

2) RTB Stock: Removed the amount associated with RTB Stock
from the rate base of $255,689.

2) Cash Working Capital: Removed the amount associated with Cash

Working Capital of $165,895 from the rate base.
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4) Mobile Equipment: Removed non-regulated investment of $5,204
and accumulated depreciation of $4,831.

C. Expenses.

1) Advertising and Consulting Expenses: Eliminated non-regulated
advertising expenses of $84,217 and non-recurring consulting expenses of
$12,715.

2) Depreciation Expense: Removed depreciation expense on Digital
Remote equipment that is fully depreciated as well as depreciation on non-
regulated mobile equipment, in the total amount of $40,218.

3) Rate Proceeding Expense: Included a rate proceeding expense of
$25,500 that was actually incurred and reflects the cost of a negotiated settlement,
compared to Delta’s prior litigated rate proceeding.

4) Reciprocal Compensation: Removed out-of-period adjustments on
expenses of $6,320 and access expense of $2,570, for a CLEC that is no longer
operating.

5) Reclassification of Employee Telephone Discount: Reclassified
employee telephone discounts of $16,088 from Corporate Overhead expenses to
non-regulated expenses.

6) Administrative Expense: Removed one-time non-recurring
expense of $16,316.

7 Property Taxes: Adjusted property tax expense to reflect a

decrease in rate assessment for test year of $23,180.

10
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8) Payroll Expense: Removed wages and overhead in the amount of
$89,412 associated with three employees who left the company in the test year
and who will not be replaced.

9) Employee Retirement Incentive Plan Expenses: Removed one-
time retirement incentive plan expenses of $87,487 plus an accrual amount of
$20,760.

10)  Long Term Disability: Removed one-time expenses of $95,552
associated with long term disability expenses.

11)  Signaling System 7 Expense: Normalized test year expenses of
$5,875 that were not paid during the test year.

12)  Directory Assistance: Reclassified expenses of $6,336 from
regulated to non-regulated services.

13)  Special Access: Reclassified $16,028 from regulated to non-
regulated services.

14)  Non-regulated Services: Removed and reclassified non-regulated
expenses of $113,850.

D. Miscellaneous Adjustments

1) Compliance with FCC rules: Made various debits and credits to

the accounts to comply with Part 36 (i.c., Separations).

Additional Miscellaneous Settlement Terms

1. This Agreement has been entered into solely to resolve issues in this

proceeding involving the Parties. Therefore, the issues and matters resolved by this

11
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Agreement apply only to this Docket and the issues raised herein. Notwithstanding the
resolution of the issues set forth in this Agreement, no methodology or principle
contained herein shall be deemed or construed as a settled practice or of precedential
value for the purposes of any other proceeding. No Party shall be deemed or construed to
have agreed to any principle or methodology by entering into this Agreement, other than
for the purpose of settling this Docket without further litigation. The Parties reserve the
right to advocate positions different from those stated in this Agreement in the future.
Nothing herein shall constitute a waiver by any Party with respect to any matter not
specifically addressed in this Agreement.

2. The Parties agree that this Agreement is Just and reasonable, reasonably
balances the interests of the Parties, and is in the public interest. In addition, the Parties
submit that reaching the Agreement set forth herein by means of a negotiated settlement,
rather than through a formal adversarial process, is also in the public interest.

3. The Parties acknowledge that this Agreement represents a compromise of
the positions each would assert if the issues resolved herein were litigated. Accordingly,
evidence of conduct or statements made in negotiations and discussions in connection
with this Agreement shall not be admissible in any proceeding. The Parties further agree
that nothing contained in this Agreement shall constitute any precedent, admission,
concession, acknowledgment or agreement that may be used by or against the Parties in
any subsequent proceedings before the Commission or otherwise.

4, The Parties agree to present, to support and to defend this Agreement

before the Commission and urge the Commission to approve the same, without

12

Page 12 of 24



Appendix A

Docket No. 06S-456T
Decision No. R07-0034

modification. The Parties agree, if necessary, to present testimony and additional
exhibits to the Commission to secure the approval of this Agreement.

S. This Agreement is an integrated whole. To the extent that any individual
term is later determined to be unlawful or administratively unenforceable, this entire
Agreement shall be declared null and void and have no further effect.

0. This Agreement shall not become effective until the issuance of a final
Commission order approving this Agreement, which does not contain any modification of
the terms and conditions of this Agreement that is unacceptable to any Party hereto. In
the event that the Commission imposes modified terms or conditions that are
unacceptable to any Party hereto, then this Agreement shall be considered null and void
and of no force and effect in this or any other proceeding. Notice of unacceptability shall
be provided to the Commission and the other Parties to this Agreement in writing within
ten (10) days of the date of the Commission order. In the event that this Agreement is not
approved, the settlement terms and conditions, as well as the negotiations or discussions
undertaken in conjunction with the Agreement, shall not be admissible into evidence in
this or any other proceeding.

7. This Agreement may be executed in separate counterparts, including
facsimile. The counterparts taken together shall constitute the Agreement.

8. The signatories represent that they have full authority to bind their

respective Parties to the terms of the Agreement.
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DATED this 2 day of September, 2006.

APPROVED:

DELTA County Tele-Comm, Inc.

By: }R& b \% J——
Gail Long
Manager, External A ffairs
TDS Telecom
P.O. Box 1566
Oregon City, OR 97045
Telephone: (503) 656-4150
APPROVED:
STAFF OF THE COLORADO PUBLIC
UTILITIES COMMISSION
By:

Patricia A. Parker
Rate/Financial Analyst
1580 Logan Street, OL1
Denver, Colorado 80203
Telephone: (303) 894-2905

APPROVED:
COLORADO OFFICE OF

CONSUMER COUNSEL

By:

Cory Skluzak

Rate/Financial Analyst

1580 Logan Street, Suite 740
Denver, Colorado 80203
Telephone: (303) 894-2118

APPROVED AS TO FORM:

By:

Grant B. Spellmeyer, # 1022279
Regulatory and Corporate Counsel
TDS Telecom

525 Junction Road

Madison, W1 53717

Telephone: (608) 664-4150

APPROVED AS TO FORM:
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By:
Anne K. Botterud, #20726
First Assistant Attorney General
1525 Sherman Street, 5th Floor
Denver, Colorado 80203
Telephone: (303) 866-3867
APPROVED AS TO FORM:
By:

Gregory E. Bunker, No. 24111
Assistant Attorney General
1525 Sherman Street, 5th Floor
Denver, Colorado 80203
Telephone: (303) 866-5354

14



TAr VAN 15]s]

Appendix A
Docket No. 06S-456T
Decision No. R07-0034

JYSLObYbbY Page 15 of 24

1l .0L

DATED this  day of September, 2006.

APPROVED:

DELTA County Tele-Comm. Inc.

By.‘b ,,,,,,, _‘\ﬁkﬁw
Gail Lon -

Manager, External Affairs
TDS Telecom

P.O. Box 1566

Orcgon City, OR 97045
Telephone: (503) 656-4150

APPROVED:

STAFF OF THE COLORADO PUBLIC
UTILITIES COMMISSION

By:
Patricia A. Parker
Rate/Financial Analyst
1580 Logan Street, OL1
Denver, Colorado 80203

Telephone: (303) 894-2905

APPROVED:
COLORADO OFFICE OF
CONSUMER COUNSEL

By:

Cory Skluzak
Rate/Financial Analyst
J580 Logan Street, Suite 740
Denver, Colorado 80203
Telephone: (303) 894-2118

APPROVED AS TO FORM:

S

meyer, # 1022279
Regulatory and Corporate Counsc]
TDS Telecom

525 Junction Road

Madison, WI 53717

Telephone: (608) 664-4150

APPROVED AS TO FORM:

Anne K. Botterud, #20726
First Assistant Attorney General
1525 Sherman Street, Sth Floor
Denver, Colorado 80203
Telephone: (303) 866-3867

APPROVED AS TO FORM:

By

Gregory E. Bunker, No. 24111
Assistant Attorney General
1525 Sherman Street, Sth Floor
Denver, Colorado 80203
Telepbone: (303) 866-5354



DATED this wf;j aay of September, 2006.

~ APPROVED:

DELTA County Tele-Comm, Inc.

By:

Gail Long

Manager, External Affairs
TDS Telecom

P.O. Box 1566

Oregon City, OR 97045
Telephone: (503) 656-4150

APPROVED:

STAFF OF THE COLORADO PUBLIC
UTILITIES COMMISSION T

Patrlcm A. Parker
Rate/Financial Analyst
1580 Logan Street, OL1
Denver, Colorado 80203
Telephone: (303) 894-2905

APPROVED:

COLORADO OFFICE OF
CONSUMER COUNSEL
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“Cory Skluzak
Rate/Fmancxal Analyst

1580 Logan Street, Suite 740
Denver, Colorado 80203
Telephone: (303) 894-2118

APPROVED AS TO FORM:

By:

Grant B. Spellmeyer, # 1022279
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Regulatory and Corporate Counsel

TDS Telecom

525 Junction Road
Madison, WI 53717
Telephone: (608) 664-4150

APPROVED AS TO FORM:

f’?
P
gr? j %‘!"’\/‘ %» - ,?
By LAY L 7 CFAL

Anne K. Botterud, #20726

First Assistant Attorney General
1525 Sherman Street, 5th Floor

Denver, Colorado 80203
Telephone: (303) 866-3867

APPROVED AS TO FORM:
”’ff o /;g Iy
Y A
By: N iAo 7 f ) g”»mw
A

Gregory & Bunker \o ’)411
Assistant f%twmey General

1525 Sherman Street 5th Floor

Denver, Colorado 80203
Telephone: (303) 866-5354
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Docket No. 06S-456T
Stipulation and Agreement
Exhibit A

Page 1 of 1

LOCAL ACCESS LINE REVENUE - RESIDENTIAL
LOCAL ACCESS LINE REVENUE - BUSINESS
CUSTOM CALLING REVENUE
ADVANCED CALLING SERVICE |
NON-RECURRING REVENUE

MISCELLANEOUS REVENUE

DIRECTORY LISTING REVENUE |

TOTAL REVENUES

Total Revenue Requ:rement Requested
Momes Recelved from CHCSM:
Net Revenue Requirement:

Net Revenue Requirement:
Total Additional Revenue (Access Rate Increases)
Total Add/t/ona/ Revenue (Local Rate Increases)
Total Add/tlonal Revenue (Vertical Services):

Net Revenue Shortfal// (Surplus)

Note 1: The difference is due to rounding of the switched access rate development.

Current Test Additional
~ Year Annual
Revenues Revenues
$1,363,377 $204,168
$625, 147 $75 746
$123 316 v $9,312
$270 893 - $45 360
$111 600 $0
$81 102 $135
- $37,296 $7,398
$2,612731 | | $342,119
 $611,091
($165,721)
$445,370
 $445370
($103 203)
 ($279,914)
L ($62,205)
(Note 1) | S48
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Docket No. 06S-456T
Stipulation and Agreement

Exhibit B
Page 1 of 1
i Proposed Percent
Service Description Current Rates Rates Change
LOCAL ACCESS LINES B I
RESIDENCE ACCESS LINE - 1-PARTY B o 81409 $1620 14.98%
RESIDENCE ACCESS LINE - VACATION - 1 7.05 810 14.98%
ISDN - BRI RESIDENCE - 1 1409 1620 | | 14.98%
BUSINESS ACCESS LINE 1-PARTY  ~~ ~ %2495 32870 15.03%
BUSINESS ACCESS LINE 1-VACATION B 12.48 1435 15.03%
KEY SYSTEM o 2495 2870 | 15.03%
PBX ACCESS TRUNK 2495 2870 1503%
CUSTOMER-OWNED COIN-OPERATED TELEPHONE 2495 2870 | 1503%
ISDN - BRI BUSINESS o 24.95 2870 | 15.03%
CUSTOM CALLING SERVICES - B -
CALL WAITING/CANCEL CALLWAITING 1$3.50 $400 | 14.29%
ADVANCED ) CALLING SERVICES B T
CALLERID - Basuc - - $550 $6.50 | 18.18%
CALLER ID - Deluxe | - 7.50 850 | 13.33% )
CALL TRACE - Per Activation 1.00 - 2.00 ~100. 00%
REPEAT DIAL - PAY-PER-USE SERVICE *66 0.50 075 | 50.00%
REPEAT DIAL - PAY-PER-USE SERVICE MONTHLY CAP 5.50 600 9.09%
CALL RETURN - PAY-PER-USE SERVICE *69 050 075 | 50.00%
CALL RETURN - PAY-PER-USE SERVICE MONTHLY CAP 550 600 9.09%
NON-RECURRING REVENUE B | )
LINE CONNECTION - BUSINESS | - , 1$20.00 | $1500 | -25.00%
LINE CONNECTION - RESIDENCE - i i - 20. oo 1500 | -25.00%
CENTRAL OFFICE CONNECTION - BUSINESS L 500 000%
CENTRAL OFFICE CONNECTION - RESIDENCE e 500 0.00%
MISCELLANEOUS REVENUE T I
SIMULATEDFACILITYGROWUP 52496
DIRECTORY_ ASSISTANCE & LISTING REVENUE I )
NONPUBLISHED NUMBER I
INTRASTATE SWITCHED ACCESS T
LOCAL SWITCHING - Per Minute of Use 1$0.009800  $0. 01?238 ) - 75.90%
TRANSPORT - Per Minute of Use 0009800 | 0.008200 |  -16.33%
DIRECTORY ASSISTANCE INFORMATION SURCHARGE - Per L B
Query 0.005600 0.017300 | | 208.93%
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