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IN THE COURT OF APPEALS OF THE STATE OF OREGON 

NORTHWEST PUBLIC 
COMMUNICATIONS COUNCIL, TRANSMITTAL OF SHORTENED 

RECORD AND CERTIFICATE 
Petitioner, 

v. Appellate Comt No. CA No. Al66810 

QWEST CORPORATION, fka U.S. West Agency Case No. UT 125 
Communications, Inc. and PUBLIC 
UTILITY COMMISSION OF OREGON, 

Respondents. 

I, Cheryl Walker, Administrative Specialist 2, Public Utility Commission of 
Oregon, pursuant to ORS 183.482(4), list below and transmit herewith the original of the 
shottened record UT 125 under review in the above proceedings, except that wherein a 
copy of any document or paper is filed herein, I hereby ce1tify that I have compared the 
copy with the original and that it is a true and correct copy of the original and the whole 
thereof. 

Item DescriJ!tion Page 

VOLUME I 

1 UT 125 -- NORTHWEST PUBLIC COMMUNICATIONS 789-805 
COUNCIL's (NPCC's) Amended Petition for Review 
Judicial Review Pursuant to ORS 183.482 in the Oregon 
Court of Appeals; challenging Order No. 17-473; Dated 
2/12/18. 

2 UT 125 -- NPCC's Petition for Review Judicial Review 772-788 
Pursuant to ORS 183.482 in the Oregon Comt of Appeals; 
challenging Order No. 17-473; Dated 2/7/18. 

3 UT 125 -- NPCC's Reply in Supp01t of Its Motion for an 755-771 
Order to Show Cause; Dated 4/14/17. 

4 UT 125 -- Qwest's Response to NPCC Motions; Dated 730-754 
3/24/17. 

5 UT 125 -- NPCC's Motion for an Order to Show Cause or in 695-729 
the Alternative, to Clarify Order No. 07-497; Dated 1/26/17. 

6 FCC ORDER FCC 13-24, CC Docket No. 96-128; Released 659-694 
2/27/13. 



7 UT 125 -- Order No. 07-497 signed by Commissioners Lee 655-658 
Beyer, Jolm Savage, and Ray Baum; DISPOSITION: 
STIPULATION ADOPTED. Entered 11/15/07. 

8 UT 125 -- Order No. 06-515 signed by Commissioners Lee 642-654 
Beyer, Jolm Savage, and Ray Baum; DISPOSITION: 
QWEST RATE REBALANCING PROPOSAL DENIED. 
Entered 9/11/06. 

9 UT 125 -- Letter from L. Reichman to Hearings Division, 636-641 
including Attachment "A"; Dated 3/31/06. 

Confidential exhibits to Attachment A located in 
Envelope #96( 46). Separate Cover 

10 DR 26/UC 600 -- STAFF of the Public Utility Commission 631-635 
of Oregon's Reply to Qwest's Cross-Motion for Summary 
Judgment; Dated 1/25/05. 

11 UT 125 -c Advice No. 1946, Effective 8/28/03. 624-630 
Dated 7/28/03. (Note: Confidential materials unavailable.) 

12 UT 125 -- Advice No. 1935, Effective 3/17/03. 601-623 
Dated 2/14/03. (Note: Confidential materials unavailable.) 

VOLUME II 

13 UT 125/PHASE II RA TE DESIGN -- Order No. 02-009 595-600 
signed by Commissioners Roy Hemmingway, Lee Beyer, 
and Joan H. Smith; DISPOSITION: APPLICATION FOR 
RECONSIDERATION DENIED. Entered 1/8/02. 

14 UT 125/PHASE II RATE DESIGN -- Order No. 01-810 525-594 
signed by Commissioners Roy Hemmingway, Lee Beyer, 
and Joan H. Smith; DISPOSITION: RATES APPROVED. 
Entered 9/14/01. 

15 UT 125 -- Advice #1806 did not go into effect. This Filing 474-524 
Withdraws Advice No. 1806 And Transmittal No. 99-014-
PL And Their Supplements In Their Entirety: Attachment 
A/List of Tariff Sheet Revisions - Advice No. 1849/1-11 
(Accompanied by related tariff sheets); Transmittal No. 
2000-007-PL/1-2, Revisions to the Access Service Tariff, 
Private Line Transpmi Services Tariff, and the Exchange and 
Network Service Tariff and Price List; 
Attachment B/Advice No. 1849/UT 125 Rate 
Design 11-15-00 (Confidential documents in Envelope 
#96(23). Dated 11/15/00. Separate Cover 

16 UT 125/UT 80 -- Order No. 00-191 signed by 284-473 
Commissioners Ron Eachus, Roger Hamilton, and Joan H. 
Smith; DISPOSITION: PORTIONS OF ORDER 
NOS. 96-183 AND 97-171 READOPTED. Entered 4/14/00. 



VOLUME III 

17 UT 125/UT 80 -- Order No. 00-190 signed by 225-283 
Commissioners Ron Eachus, Roger Hamilton, and Joan H. 
Smith; DISPOSITION: STIPULATION ADOPTED; 
ORDER NO. 96-107 MODIFIED; ORDER NOS. 96-183, 
96-286, AND 97-171 RESCINDED. Entered 4/14/00. 

18 UT 125 -- Order No. 97-171 signed by Commissioners 37-224 
Roger Hamilton, Ron Eachus, and Joan H. Smith; 
DISPOSITION: RATE OF RETURN AUTHORIZED; 
REFUND ORDERED. Entered 5/19/97. 

19 UT 125-- Advice No. 1668, Effective 4/15/97. 36 
Dated 1/15/97. (Note: Past retention and unavailable.) 

20 UT 80 -- Order No. 96-183 signed by Commissioners Roger 31-35 
Hamilton, Ron Eachus, and Joan H. Smith; DISPOSITION: 
REFUND PROCEDURES CLARIFIED. Entered 7/16/96. 

21 UT 80 -- Order No. 96-107 signed by Commissioners Roger 4-30 
Hamilton, Ron Eachus, and Joan H. Smith; DISPOSITION: 
STIPULATION TERMINATING AFOR ADOPTED. 
Entered 4/25/96. 

22 UT 125 -- Order No. 96-094 signed by Commissioners 
✓ 1-3 

Roger Hamilton, Ron Eachus, and Joan H. Smith; 
DISPOSITION: ORDER NO. 91-1598 AMENDED. 
Entered 4/5/96. 

J 
Dated at Salem, Oregon, this ~3 day of March, 2018. 

Name: Cheryl Walker 
Title: Administrative Specialist 2 
Agency: Public Utility Commission of Oregon 
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IN THE COURT OF APPEALS OF THE STATE OF OREGON 

NORTHWEST PUBLIC COMMUNICATIONS COUNCIL, 

Petitioner, 

v. 

QWEST CORPORATION, flrn U.S. West Communications, Inc. and PUBLIC 

UTILITY • 

COMMISSION OF OREGON, 

RECEIVED 
FEB 12 2018 

Respondents. Public Utility Co . . 
Administrattve~m1ss_1on of Oregon 

eanngs Division 
Public Utility Commission of Oregon 

UT125 

A166810 

Amended 

PETITION FOR JUDICIAL REVIEW OF ORDER 

OF THE PUBLIC UTILITY COMMISSION OF OREGON 

• Petitioner seeks judicial review o.f the Public Utility Commission of 

Oregon's Order No. 17-471, dated November 16, 2017. A copy of the Order is 

attached. 

The parties to this proceeding before the Court of Appeals are: 
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Petitioner: 

Northwest Public Communications Council 
21420 NW Nicholas Ct #13 
Hillsboro, OR 97124 

Respondents: 

. Qwest Corporation, fka U.S. West Communications 
c/o Lawrence Reichman 
Perkins Coie LLP 
1120NWCouchSt#10 · 
f ortland, OR 97209 

Public Utility Commission of Oregon 
201 High Street SE, Suite 100 
Salem, OR 97301 

Petitioner Northwest Public Communications Council is represented by: 

Frank Patrick, OSB No. 760228 
PO Box 2311119 
Portland, OR 97281 
fgplawpc@hotmail.com 
(503) 245-2828 

Respondent Qwest Corporation is represented by: 

Lawrence H. Reichman, OSB No. 860836 
Perkins Coie LLP 
1120 NW Couch, 10th Fl. 
Portland, OR 97209 
(503) 727-2019 
h·eichman@perldnscoie.com 

Respondent Public Utility Commission of Oregon is represented by: 
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Jason W. Jones, OSB No. 000594 
Oregon Department of Justice 
Business Activities Section 
1162 Court St. NE 
Salem, OR 97301 

jason.w.jones@doj.state.or.us 

State of Oregon 
DOI Appellate Division 
1162 Court Street NE 
Salem, Oregon 97301 
Tel: 503-378-4400 
jona.j.maukonen@doj.state.or.us 

Petitioner seeks review of the Public Utility Commission's Final Order, 

PUC 17-473 dated November 16, 2017, in case number UT 125 denying 

Petitioner's Motion to Show Cause, or, alte1natively, to Clarify Order No. 07-497. 

Petitioner is a party to the proceedings in UT 125. 

Petitioner is willing to stipulate to shorten the record. Petitioner requests 

inclusion of the following documents from Case No. UT 125: Public Utility 

Comm_ission Orders Nos. 96-094, 96-107, 96-183, 97-171, 00-190, 00-191, 01-

810, 02-009, 06-515, and 07-497; Advice Nos. 1668, Advice 1806, 1935, and 

1946; and the Letter from L. Reichman to Hearings Division, including its 

Attachment "A" (March 31, 2006), as well as the following documents from Case 

No. DR 26/UC 600: the Letters to the Federal Communications Commission dated 

April 10, 1997 and April 11, 1997 from counsel for the Coalition of Regional Bell 

Operating Companies, the responsive brief of the PUC Staff in response to 
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NPCC's motion for summa1y judgment in Docket DR 26/UC 600, FCC Order FCC 

13-24 datedFeb1umy27, 2013. 

Pursuant to ORS 183.482(8)(a), (b) and (c), Petitioner requests that the 

Court of Appeals reverse Public Utility Commission Order No. 17~473 to grant 

Petitioner's Motion to Show Cause, or, alternatively, Clarify Order No. 07-497 by 

ordering the calculation and payment of additional refunds as prayed by Petitioner 

to make the interim rates compliant with the FCC and PUC Orders. 

The Public Utility Commission has failed and refused to comply with the 

Court of Appeals remand requiring that the PAL and fraud protection rates adopted 

in Order O 1-810 that replaced all interim PAL and fraud protection rates in effect 

since May 1, 1996 it reversed and remanded to be made compliant with the federal 

requirements including the new services test. 

The PUC does not have discretion to do other than Comply with the 

Remand and to require Qwest to comply with: (i) the Court of Appeals remand; 

(ii) the requirement that all payphone rates comply with the new services test 

effective April 15, 1997 in accordance with the Telecommunications Act as 

amended in 1996; or (iii) the PUC's orders that refunds be allocated to ratepayers 

based on the difference between the "final rate" set November 15, 2007 and any 

higher interim rate as required by Orders 00-190 and 00-191 the result of 
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settlement agreements; and the settlement agreement embodied therein as those 

orders and the obligations thereunder have been interpreted in Order 06-515, a 

final non appealable order. In the alternative, Petitioner requests that the Court of 

Appeals reverse Order No. 17-471 because the PUC Order and Opinion has 

etroneous factual statements and interpretations of law. 

This appeal is timely and othe1wise properly before the Court of Appeals 

because it is being filed within 60 judicial days of the effective date of the PUC 

final Order entered on November 16, 2017. 

Dated this 9th day of February, 2018. 

CORPORATE LAWYERS PC 
By: s/ Frank G. Patrick 

Frank Patrick, OSB No. 760228 
PO Box 231119 
Portland, OR 97281 
fgplawpc@hotmail.com 
(503) 245-2828 
Counsel for Northwest Public 
Communications Council 
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CERTIFICATE OF SERVICE 
I hereby certify that I electronically Filed and Served a copy of the foregoing 
Petition to Review the Decision of Court of Appeals and Decision 
consolidated as one document as requested 
as follows: 
Service was by: _Mailing_ Hand Delive1y _ X _Email X EFiling ORAP Rule 

The Respondent: 
Public Utility Commission Of Oregon 
550 Capitol Street NE, Suite 215 
PO Box2148 
Salem, OR 97308-2148 
Respondent 

Respondent Public Utility Commission of Oregon was served by: 

Jason W. Jones, OSB No. 000594 
Oregon Department of Justice 
Business Activities Section 
1162 Court St. NE 
Salem, OR 97301 
Attorney for Respondent, PUC 

DOJ Appellate Division 
1162 Court Street NE 
Salem, Oregon 97301 
Tel: 503-378-4400 
iona.j.maukonen@doi.state.or.us 

Respondent Qwest Corporation was served by: 

PERKINS COIE LLP 
Lawrence H. Reichman, OSB No. 860836 
1120 N.W. Couch Street, Tenth Floor 
Portland, OR 97209-4128 
Tel: 503 727-2019 
E-mail: LReichman@perkinscoie.com 
Atto1ney for Respondent QWEST 
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I :fmther ce1tify that upon review, all paities are registered with E-filing at 
the State of Oregon Electronic Filing System and that the Amended Petition for 
Review was filed by Email and by E-filing. 

E-Filing: 
ATTN: Records Section 
State Court Administrator 
Supreme Court Building 
1163 State Street 
Salem, OR 97301-2563 

FEBRUARY 9, 2018 

/s/ Frank G. Patrick 
Frank G. Patrick, OSB 760228 
Attorney for Appellant 
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ORDER NO. 1 i ,4 1 ;3 

ENTERED: NOV 1 6 2017 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

UT 125 

In the Matter of 

QWEST CORPORATION, fka ORDER 
U S WEST COMMUNICATIONS, INC. 

DISPOSITION: MOTION TO SHOW CAUSE OR, ALTERNATIVELY, 
CLARIFY ORDER NO. 07-497, DENIED; DOCKET CLOSED 

I. INTRODUCTION 

In this order we deny the motion of Northwest Public Communication Council (NPCC) 
asking the Commission to order Qwest Corporation (Qwest) to refund overcharges alleged to 
have occurred between 1996 and 2003. 

II. BACKGROUND 

A. The Parties 

NPCC is a trade association that represents companies providing public payphone services. 
Qwest is a former regional Bell Operating Company and local exchange carrier, previously 
refened to as US WEST Communications, Inc. in this docket.1 NPCC's payphone service 
providers (PSPs) use Qwest' s services in Oregon and pay Qwest rates determined by the 
Commission .. 

B. Procedural History 

To provide a proper context to address NPCC's motions, we very briefly summarize relevant 
decisions of this Commission and the Federal Communications Commission (FCC). We 
divide our.discussion into two parts: (1) our review of Qwest's rates in docket UT 125 and 
the FCC's payphone orders; and (2) NPCC's complaint against Qwest in dockets DR 26/ 
UC600. 

1 Qwest Corporation is a wholly-owned subsidiary of Century Link QC and does business under the name 
CenturyLink, but it retains its own corporate identity for legal and regulatory purposes. 
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1. Docket UT 125 and the FCC Payphone Orders 

We opened docket UT 125 in 1995 to examine rates for Qwest's teleco=unication services, 
including the company's public access lines (PAL) and :fraud protection services • 
(CustomNet). During the pendency of that general rate review, the FCC issued orders to 
implement the Teleconunimications Act of 1996 (the Act). Of note here, the FCC found that 
payphone rates were to comply with the so-called "new services test''-_ which required rates 
to be based on the actual cost of providing the service, plus reasonable oveThead costs. The 
FCC requiTed local exchange carriers to file new services test-compliant tmiffs with state 
commissions with an effective date no later than April 15, 1997. Caniers were permitted a 
45-day extension for filing, subject to a Tefund obligation, under the FCC's waiver order.2 

• 

Qwest filed new PAL rates on April 15, 1997, and therefore, as discussed below, did not 
need to avail itself of the 45-day extension granted by the waiver. We approved those rates 
with an effective date of April 15, 1997, and NPCC did not appeal this approval. For years 
thereafter, it was unclear whether those April 15, 1997, rates met the FCC standmds, but they 
ultimately have been found to comply with the new services test standard. 

We biful'cated the UT 125 rate case into two phases: (1) l'evenue requirement; and (2) rate 
design. In the rnvenue requiTement phase, we issued OTder Nos. 00-190 and 00-191, 
approving a settlement among Qwest, Staff and other parties (revenue requirement 
stipulation). These ol'ders established revenue requirement figures and ordered refunds, 
which Qwest issued in late 2000 to certain customers, including PSPs. The PSPs continued 
to seek additional refunds which depended upon fl\e outcome of pending FCC decisions. 

In the rate design phase, we issued Order Nos. 01-810 and 02-009 establishing the final rate 
design to implement the stipulated revenue requirement. The rates established in this phase 
did not include refunds. NPCC appealed the rate design orders. In 2004, the Ol'egon Court of 
Appeals remanded the rate design orders with directions to consider whether the approved 
rates relating to payphones complied with the new services test.3 While NPCC's appeal was 
pending, Qwest lowered its PAL rates in March 2003 and its CustomNet rates in August 
2003 (Advice.Nos. 1935 and 1946). In 2007, we adopted, in Ordel' No. 07-497, a stipulation 
in which all parties unequivocally agreed that those rates were compliant with the new 
seTVices test. 

2. Dockets DR 26 I UC 600 

Meanwhile, in May 2001, while the rate design phase of docket UT 125 was pending, NPCC 
filed a complaint asking us to order Qwest to pay refunds to NPCC members. NPCC stated 
that Qwest's rates that went into effect on April 15, 1997, did not comply with the new 
sel'Vices test and that Qwest was required to pay refunds under the waiver order. We denied 

2 In re Implementation of the Pay Telephone Reclassification and Compensation Provisions of the 
Telecommunications Act of 1996, Order, DA 97-805, 12 FCCR21,370 (Apr 15, 1997). For additional 
background information, see Northwest. Pub. Commc'ns Councilv. QwestCmp., 279 Or. App. 626, 628-642 
(2016); reconsideration den'd(Jvfar 9, 2017). 
3 Nw. Public Commc'ns Council v. Public Utility Commission of Oregon, 196 Or. App. 94 (2004). 
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NPCC' s complaint, finding that the refund obligation in the waiver order had not been 
triggered. 4 The Comt of Appeals recently affinned om finding, stating that Qwest had no 
refund obligation under the FCC waiver order because Qwest did not rely on the FCC waiver 
order in filing rates but instead relied on rates that we had approved. 5 

• 

Central to NPCC's argument here, the Comt relied on a 2013 FCC order that finally 
explained in more detail the refund obligation from the FCC's waiver order. The Court noted 
that the FCC order made clear that the waiver order did not address the applicability of 
refunds where a carrier filed tariffs after the extension period, or did not file new tariffs and 
instead rnlied on existing rates or only filed cost studies for existing rates. 

III. DISCUSSION 

A. Overview 

NPCC contends that from 1996 to 2003, Qwest charged and collected rates for payphone 
service, ·specifically for public access lines (PAL) and fraud protection services (CustomNet) 
that were unlawfully high. NPCC's filing is a two part motion. First, NPCC asks us to order 
Qwest to show cause that it is in compliance with orders we previously issued in this docket. 6 

In paiticular, because we stated in an earlier order that Qwest agreed to accept the risk that it 
might lose on appeal and then be required to make further refunds, NPCC argues that Qwest 
assumed the ·obligation to refund overpayments to its ratepayers. In the alternative, NPCC 
asks that we filllend Order No. 07-497 to expressly require Qwest to issue refunds. NPCC 
alleges that we have the power and the responsibility to require Qwest to fully refund PSPs 
for overcharges. Qwest filed a response to the Show Cause Motion and NPCC filed a reply. 

B. Procedural Arguments 

J. Parties' Positions 

Qwest raises two primary procedmal objections to NPCC's requests. Qwest first argues that 
NPCC's motion is improper, because this docket is inactive and there are no issues that 
require a ruling. Qwest states that if NP CC wishes to pmsue a claim, it must file a new 
complaint pmsuant to ORS 756.500 clearly stating the basis for its claims and allowing 
Qwest the opportunity to defend itself. 

Second, Qwest states that the final order in this docket was issued in November 2007, twelve 
years after it was opened, with NPCC paiticipating actively throughout. Qwest emphasizes 
that no party appealed the 2007 order and this docket has been inactive and effectively closed 

4 In Re Northwest Public Commc'ns Council v. Qwest Co1p, Docket Nos. DR 26/UC 600, Order No. 11-504 
at 8-9 (Dec 15, 2011) ("Contrary to NPCC's assertions, the Waiver Order did not require that intrastate 
payphone tariffs be reviewed and conclusively determined to be [new services test-] compliant by May 19, 
1997. The orderrequired only that [ a local exchange carrier] be able to certify that it had effective state tariffs 
that met FCC requirements, Qwest made such certification on May 20, 1997.") ( emphasis in original). 
5 Nw. Pub. Commc'ns Councilv. Qwest Corp., 279 Or. App. at 647 (2016). 
6 NPCC asserts that Qwest is in violation of Order Nos. 96-107, 00-190, 00-191, 06-515, and 07-497 as well as 
the Act and state law. 
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since 2007. Qwest reasons 1hat, by not asking for additional refunds when final rates for 
payphone services were set in 2006-2007, NPCC waived any claim it might have had for 
additional refunds. 

NPCC responds 1hat its motions must be addressed in this proceeding, not only because 1hey 
seek relief directly related to orders issued in or refurred to in docket UT 125, but also 
because 1he central issue is whe1her Qwest is required to issue refunds for the over collection 
of unlawful rates. NPCC offers 1hat it would stipulate to a procedure 1hat allows Qwest and 
Staff to present evidence to aid in the resolution ofNPCC's motion. 

NPCC also maintains 1hat 1he Commission has broad express and implied aufuority to issue 
orders to show cause and to amend its previous orders. NPCC believes its motions are 
proper because it seeks to enforce or amend orders issued in 1his docket and a complaint is 
not required. 

NPCC also asserts that it did not and cannot waive Qwest's refund obligations and 1he 
Commission may amend an order at any time pursuant to ORS 756.568. 

2. Resolution 

A11hough our statutory au1hority over ratemaking matters is broad and includes 1he au1hority 
to amend prior orders 7 and require refunds in certain circumstances, 8 under the "filed rate 
doctrine," when 1he Commission issues an order not subject to refund, 1hose rates are lawful 
when not under appeal.9 Consequently, in light ofNPPC's failure to seek the additional 
refunds when final rates for payphone services were set, those rates became the lawful, 
established rates upon the passing of the final date on which the Commission order could be 
appealed. 10 

C. Substantive Arguments 

1. Parties' Positions 

NPCC asserts that from April 15, 1997, and at least through August 28, 2.003, Qwest charged 
and collected rates from PSPs 1hat significantly exceeded 1he rates that we determined in 
Order No. 07-497 to be new service test-compliant. NPCC believes that Qwest is obligated 
to refund the difference between 1he unlawful, interim rates it charged to its PSP ratepayers 
beginning effective May 1, 1996, and the final, NST-compliant rates approved by 1he 
Commission. NPCC supports its arguments by linking om various orders to conclude: 
(1) Order No. 96-107 made all Qwest'srates interim subject to refund from May 1, 1996; 

7 ORS 756.568. 
8 Gearhartv. PUC, 356 Or. 216, 244-246 (2014) (citing ORS 756.040 for broad statutoryratemaking authority,. 
and concluding that.the Commission may orderre,funds on remand to correct a legal error). 
9 Dreyer et al v. Portland General Electric Company, 338 Or. 489, l l3P3d 435 (2005). 
10 Nw. Pub. Commc 'ns Council v. Qwest C01p., s1pra, was limited to addressing the question of the triggering· 
of the FCC waiverrequest; not whether the rates were otherwise compliant. 
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(2) Order No. 00-190 adopted the revenue requirement stipulation in which Qwest 
recognized its potential to be obligated to pay additional refunds; (3) Order No. 06-515 
provided thatthe revenue requirement stipulation applied to Order No. 01-810; and ( 4) Order 
No. 07-497 established final, NST-compliant PAL and CustomNet rates. 

Qwest responds that NPCC has waived its right to seek refunds because it stipulated in 2007 
that the proposed resolution of this case complied with all federal requirements and satisfied 
the Court of Appeals remand. Qwest also contends that NPCC's claims are barred by issue 
preclusion and claim preclusion, explaining that NPCC filed-and lost-four separate 
lawsuits seeking refunds from Qwest. 

NPCC replies that Qwest rnischaracterizes the stipulation because NPCC never disputed that 
Qwest' s 2006 PAL and CustomNet rates were lawful going forward, but that NPCC has 
always firmly maintained that Qwest owes refunds to PSPs for the rates charged from 1996 
to 2003. NPCC also contends that, although the Court of Appeals in 2016 ruled that Qwest 
did not owe refunds based on the FCC waiver order, the Court made clear that the 
Commission could order refunds pursuant to other orders, and that is what NPCC seeks here. 

Qwest also points to Order No. 00-190 that ordered refunds and asserts that order fully 
resolved all of Qwest's refund liability. NPCC maintains that the refund from Order 
No. 00-190 is not at issue, because that was a refund that Qwest made in 2000 to avoid 
having to make the' same refund at some future date, and that order does not release Qwest 
from making additional, different refunds based on the new service test and related orders. 
NPCC also notes that the Commission's Order No. 06-515 recognized that Qwest may be 
required to make refunds in addition to those set forth it the stipulation because of an appeal. 
NPCC concludes that it is undisputed that Qwest's rates prior to 2003 were not new service 
test-complaint and the Commission should order Qwest to show cause why it is not in 
violation of the FCC' s new service test orders, or in the alternative, clarify that Qwest must 
issue refunds to the PSPs for any overcharges it made. 

2. Resolution 

We deny NPCC's motions because, having reviewed NPCC's arguments, our orders in this 
docket, and the 2016 Court of Appeals opinion on new services test precedent, we find no 
e!1'or in om· previous orders or in Qwest's compliance with those orders. First, we will 
explain our review of the orders in this docket and why we agree, in pait, with NPCC's 
argmnents. Second, we will explain our review of the 2016 Court of Appeals opinion 
relevant to this proceeding, and why we must deny NPCC's motions based on that opinion. 

We recognize that the earlier orders in this docket contributed to the long-standing 
uncertainty over the PAL rates. As NPCC notes, beginning in May 1996, Qwest charged 
interim rates subjectto refund. These interim rates ended with Order No. 00-190 (and two 
follow-up orders), where we adopted a contested revenue requirement stipulation and ordered 
refunds in excess of $200 rnillion.11 In Order No. 00-190, we noted that Qwest may owe 

11 Qwest states that it completed its refunds in late 2000, refunding customers $283 million. Qwest Response 
at4 (Mar 24, 2017). 
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PSPs additional refunds based on the FCC payphone orders, but that it was an issue we could 
not decide based on thatrecord.12 Fmthermore, in Order No. 01-810 at 55, we stated that 
"[w]e conclude that Qwest's PAL rates satisfy the new services test." 

The Cou1t. of Appeals has now removed any U11certainty over the PAL rates, and we are 
convinced that Qwest has no remaining refund liability. In its 2016 opinion, the Court 
conclusive\y answered the question of whether Qwest's 1997 rates satisfied the new services 
test and whether or not Qwest had used the FCC waiver extension that would trigger refund 
liability. The Court held that Qwest had no refund obligation U11der the FCC waiver order . 
because the refund obligation in the waiver order was not triggered. 13 The Court thus 
affumed our :finding that Qwest did not avail itself of the extension granted in the FCC 
waiver order because it had instead made a certification on May 20, 1997, that the tariff in 
effect in Oregon on April 15, 1997, met all of the FCC requirements.14 Thus, we can now 
conclude with certainty that Qwest has no refund liability due'to the FCC waiver order. 

We can fuither find that there is no other refund liability from the 1996 interim rates. Our 
orders in this proceeding (Order Nos. 00-190, 00-191, and 02-068) have comprehensively 
resolved.all refund liability from May 1996 through 2000. We will not reopen the rate case 
orders in ibis proceeding. We declined to reopen the rates ill Order No. 06-515 when Qwest 
asked to .rebalance its rates due to additional refunds, and we will not reopen those rates now 
when NPCC asks for additional refunds. The one exception to this :finality was the 2004 
Comt of Appeals remand. However, the remand was satisfied with Order No. 07-497 where 
we adopted a stipulation between Qwest, NPCC, and Commission Staff "designed to resolve 
all outst;ulding issues" with the parties agreeillg that Qwest' s rates "satisfy the Court's 
remand.'' NPCC did not seek rehearing, reconsideration, or appeal of Order No. 07-497. 15 

Finally;:we address the 2016 Court of Appeals statement that, U11der the circumstances 
presented here, a state commission may well find refunds to be appropriate pursuant to 
sources of authority other than the FCC waiver order. 16 We find no other Commission 
authority or remedy available to NPCC to pursue refunds for this time period. We find no 
legal e1Tor in our rate setting orders ill this docket, and we find there is no other authority 
available to· NPCC to seek refunds here. • • 

IV. ORDER 

IT IS ORDERED that 

1. The Motion for an Order to Show Cause or, ill the Alternative, to Clarify Order 
No. 07-497 filed by Northwest Public Communications Council is denied; 

12 Order No. 00-190 at 15 (Apr 14, 2000). • 
13 Nw. Pub. Commc'ns Council v. Qwest Corp., 279 Or. App. at 644-5. 
14 Order No.-11-504 at 8 (Dec 15, 2011). 
15 Order No. 07-497 at 2, 4 (Nov 15, 2007). 
16 Nw. Pub. ·commc'ns Council v. Qwest Corporation, 279 Or. App. at 643. 
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2. This docket is closed. 

NOV I 6 2017 
Made, entered, and effective -------------· 

Lisa D. Hardie Stephen1\1. Bloom ___,, 

,~~;},•.,·J.,,.1,l.,, .... ,c'--,~·'• i' / ,I 

~:~~I(f t1i01~~~,/ 

/J Commissiono/>._ 

f/lbr ,~JIJ~ fi 
V Megan 'w. D~cker ·~..-, 

( \commissioner 

A party may request rehearing or reconsideration of this order under ORS 756.561. A request for 
rehearing or reconsideration must be filed with the Commission within 60 days of the date of 
service of this order. The request must comply with the requirements in OAR 860-001-0720. 
A copy of the request must also be served on each party to the proceediogs as provided in 
OAR 860-001-0180(2). A party may appeal this order by filing a petition for review with the 
Comt of Appeals in compliance with ORS 183.480 through 183.484 .. 
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FILED January 16, 2018 02:29 PM 
Appellate Cot.irt Records 

IN THE COURT OF APPEALS OF THE STATE OF OREGON 

In the Matter of: 

QWEST CORPORATION, flrn U.S. 
WEST COMMUNICATIONS, INC. 

NORTHWEST PUBLIC 
COMMUNICATIONS COUNCIL, 

Petitioner, 

v. 

QWEST CORPORATION, flrn U.S. 
WEST COMMUNICATIONS, INC. 
and PUBLIC UTILITY 
COMMISSION OF OREGON, 

Res ondents. 

PUC Case No. UT 125 

CA Case No. ------

RECEIVED 
FEB O 7 2018 

Public Utility Commission of Oregon 
Administrative Hearings Division 

PETITION FOR JUDICIAL REVIEW OF ORDER 
OF THE PUBLIC UTILITY COMMISSION OF OREGON 

Petitioner seeks judicial review of the Public Utility Commission of 

Oregon's Order No. 17-471, dated November 16, 2017. A copy of the Order is 

attached. 

The patties to this proceeding before the Court of Appeals are: 

Petitioner: 

Northwest Public Communications Council 
21420 NW Nicholas Ct #13 
Hillsboro, OR 97124 
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Respondents: 

Qwest Corporation, fka U.S. West Communications . 
c/o Lawrence Reichman 
Perkins Coie LLP 
1120 NW Couch St #10 
Portland, OR 97209 

Public Utility Commission of Oregon 
201 High Street SE, Suite 100 
Salem, OR 97301 

Petitioner Northwest Public Communications Council is represented by: 

Frank Patrick, OSB No. 760228 
PO Box 231119 
Portland, OR 97281 
fgplawpc@hotmail.com 
(503) 245-2828 

Respondent Qwest Corporation is represented by: 

Lawrence H. Reichman, OSB No. 860836 
Perkins Coie LLP 
1120 NW Couch, 10th Fl. 
Portland, OR 97209 
(503) 727-2019 
lreichman@perkinscoie.com 

Respondent Public Utility Commission of Oregon is represented by: 

Jason W. Jones, OSB No. 000594 
Oregon Department of Justice 
Business Activities Section 
1162 Court St. NE 
Salem, OR 97301 

jason.w.jones@doj.state.or.us 

State of Oregon 
DOJ Appeilate Division 
1162 Court Street NE. 
Salem, Oregon 97301 
Tel: 503-378-4400 
j ona. j .maukonen@doj.state.or.us 
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Petitioner seeks review of the Public Utility Commission's Final Order, 

PUC 17-473 dated November 16, 2017, in case number UT 125'denying 

Petitioner's Motion to Show Cause, or, alternatively, to Clarify Order No. 07-497. 

Petitioner is a party to the proceedings in UT 125. 

Petitioner is willing to stipulate to shorten the record. Petitioner requests 

inclusion of the following documents from Case No. UT 125: Public Utility 

Commission Orders Nos. 96-094, 96-107, 96-183, 97-171, 00-190, 00-191, 01-

• 810, 02-009, 06-515, and 07-497; Advice Nos. 1668, Advice 1806, 1935, and 

1946; and the Letter from L. Reichman to Hearings Division, including its 

Attachment "A" (March 31, 2006), as well as the following documents from Case 

No. DR 26/UC 600: the Letters to the Federal Communications Commission dated 

April 10, 1997 and April 11, 1997 from counsel for the Coalition of Regional Bell 

Operating Companies, the responsive brief of the PUC Staff in response to 

NPCC's motion for summaiy judgment in Docket DR 26/UC 600, FCC Order FCC 

13-24 dated Febrnaiy 27, 2013. 

Pursuant to ORS 183.482(8)(a), (b) and (c), Petitioner requests that the 

Court of Appeals reverse Public Utility Commission Order No. 17-473 to grant 

Petitioner's Motion to Show Cause, or, alternatively, Clarify Order No. 07-497 by 
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ordering the calculation and payment of additional refunds as prayed by Petitioner 

to make the interim rates compliant with the FCC and PUC Orders. 
) • . 

The Public Utility Commission has failed and refused to comply with the 

Court of Appeals remand requiring that the PAL and fraud protection rates adopted 

in Order 0 1-810 that replaced all interim PAL and fraud protection rates in effect 

since May 1, 1996 it reversed and remanded to be made compliant with the federal 

requirements including the new services test. 

The PUC does not have discretion to do other than Comply with the 

Remand and to require Qwest to comply with: (i) the Court of Appeals remand; 

(ii) the requirement that all payphone rates comply with the new services test 

effective April 15, 1997 in accordance with the Telecommunications Act as 

amende(l in 1996; or (iii) the PUC's orders that refunds be allocated to ratepayers 

based on the difference between the "final rate" set November 15, 2007 and any 

higher interim rate as required by Orders 00-190 and 00-191 the result of 

settlement agreements; and the settlement agreement embodied therein as those 

orders and the obligations thereunder have been interpreted in Order 06-515, a 

final non appealable order. In the alte1native, Petitioner requests that the Court of 

Appeals reverse Order No. 17-471 because the PUC Order and Opinion has 

en-oneous factual statements and interpretations of law. 
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This appeal is timely and otherwise properly before the Cami of Appeals 

because it is being filed within 60 judicial days of the effective date of the PUC 

final Order entered on November 16, 2017. 

Dated this ~6th day of January, 2018. 

CORPORATE LAWYERS PC 
By: s/ Frank G. Patrick 

Frank Patrick, OSB No. 760228 
PO Box 231119 
Portland, OR 97281 
fgplawpc@ho.tmail.com 
(503) 245-2828 
Counsel for Northwest Public 
Communications Council 
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CERTIFICATE OF SERVICE 
I hereby certify that I electronically Filed and Served a copy of the foregoing 
Petition to Review the Decision of Court of Appeals and Decision 
consolidated as one document as requested 
as follows: 
Service was by: _Mailing_ Hand Delivery_ Email X EFiling ORAP Rule 

The Respondent: 
Public Utility Commission Of Oregon 
550 Capitol Street NE, Suite 215 
PO Box2148 
Salem, OR 97308-2148 
Respondent 

Respondent Public Utility Commission of Oregon was served by: 

Jason W. Jones, OSB No. 000594 
Oregon Department of Justice 
Business Activities Section 
1162 Court St. NE 
Salem, OR 97301 
Attorney for Respondent, PUC 

DOJ Appellate Division 
1162 Court Street NE 
Salem, Oregon 97301 
Tel: 503-378-4400 
j ona. j .maukonen@doj.state.or.us 

Respondent Qwest Corporation was served by: 

PERKINS COIE LLP 
Lawrence H. Reichman, OSB No. 860836 
1120 N.W. Couch Street, Tenth Floor 
Portland, OR 97209-4128 
Tel: 503 727-2019 
E-mail: LReichman@perkinscoie.com 
Atto1ney for Respondent QWEST 
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I finiher ce1iify that upon review, all paiiies are registered with E-filing at 
the State of Oregon Electronic Filing System and that the Petition for Review was 
filed by E-filing. 

E-Filing: 
ATTN: Records Section 
State Court Administrator 
Supreme Court Building 
1163 State Street 
Salem, OR 97301-2563 

January 16, 2018 

/s/ Fraiik G. Patrick 
Fraiik G. Patrick, OSB 760228 
Attorney for Appellant 

Page 7- PETITION FOR REVIEW OF A FINAL ORDER OF THE PUC 

778 



HLED January 16, 2018 02:29 PM 
Appellate Cou~Rrrds b 1· ';le 

ORDERNO. U "ii-- sJJ 

ENTERED: NOV 1 6 2017 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

. UT 125 

In the Matter of 

QWEST CORPORATION, fl<:a ORDER 
US WEST COMMUNICATIONS, lNC. 

DISPOSITION: MOTION TO SHOW CAUSE OR, ALTERNATIVELY, 
CLARIFY ORDER NO. 07-497, DENIED; DOCKET CLOSED 

I. INTRODUCTION 

In this order we deny the motion of Northwest Public Communication Council (NPCC) 
asking the Commission to order Qwest Corporation (Qwest) to refund overcharges alleged to 
have occurred between 1996 and 2003. 

II. BACKGROUND 

A. The Parties 

NPCC is a trade association that represents companies providing public payphone services. 
Qwest is a former regional Bell Operating Company and local exchange canier, previously 
refened to as US WEST Communications, Inc. in this docket.1 NPCC's payphone service 
providers (PSPs) use Qwest's services in Oregon and pay Qwest rates detennined by the 
Conunission. 

B. Procedural History 

To provide a proper context to address NPCC's motions, we very briefly s=atize relevant 
decisions of this Commission and the Federal Communications Commission (FCC). We 
divide our discussion into two parts: (1) our review of Qwest's rates in docket UT 125 and 
the FCC's payphone orders; and (2) NPCC's complaint against Qwest in dockets DR 26/ 
UC600. 

1 Qwest Corporation is a wholly-owned subsidiary of Century Link QC and does business under the name 
Century Link, but it retains its own corporate identity for legal and regulatory purposes. 
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J. Pocket UT 125 and the FCC Payphone Orders 

We opened docket UT 125 in 1995 to examine rates for Qwest's teleco=unication services, 
including the company's public access lines (PAL) and fraud protection services 
(CustomNet). During the pendency of that general rate review, the FCC issued orders to 
implement the Teleco=unications Act of 1996 (the Act). Of note here, the FCC found that 
payphone rates were to comply with the so-called "new services test"- which required rates 
to be based on the actual cost of providing the service, plus reasonable overhead costs. The 
FCC required local exchange carriers to file new services test-compliant tariffs with state 
commissions with an effective date no later than April 15, 1997. Carriers were permitted a 
45-day extension for filiog, subject to a refund obligation, under the FCC's waiver order.2 

Qwest filed new PAL rates on April 15, 1997, and therefore, as discussed below, did not 
need to avail itself of the 45-day extension granted by the waiver. We approved those rates 
with an effective date of April 15, 1997, and NPCC did not appeal this approval. For years 
thereafter, it was unclear whether those April 15, 1997, rates met the FCC standards, but they 
ultimately have been found to comply with the new services test standard. 

We bifurcated the UT 125 rate case into two phases: (1) revenue requirement; and (2) rate 
design. In the revenue requirement phase, we issued Order Nos. 00-190 and 00-191, 
approving a settlement among Qwest, Staff and other parties (revenue requirement 
stipulation). These orders established revenue requirement figures and ordered refunds, 
which Qwest issued in late 2000 to certain customers, including PSPs. The PSPs continued 
to seek additional refunds which depended upon the outcome of pending FCC decisions. 

In the rate design phase, we issued Order Nos. 01-810 and 02-009 establishing the final rate 
design to implement the stipulated revenue requirement. The rates established in this phase 
did not include refunds. NPCC appealed the rate design orders. In 2004, the Oregon Court of 
Appeals remanded the rate design orders with directions to consider whether the approved 
rates relating to payphones complied with the new services test.3 While NPCC's appeal was 
pending, Qwest lowered its PAL rates in March 2003 and its CustomNet rates in August 
2003 (Advice.Nos. 1935 and 1946). In 2007, we adopted, in Order No. 07-497, a stipulation 
in which all parties unequivocally agreed that those rates were compliant with the new 
services test. 

2. Pockets PR 26 I UC 600 

Meanwhile, in May 2001, while the rate design phase of docket UT 125 was pending, NPCC 
filed a complaint asking us to order Qwest to pay refunds to NPCC members. NPCC stated 
that Qwest's rates that went into effect on April 15, 1997, did not comply with the new 
services test and that Qwest was required to pay refunds under the waiver order. We denied 

2 In re Implementation of the Pay Telephone Reclassification and Compensation Provisions of the 
Telecommunications Act of 1996, Order, DA 97-805, 12 FCCR21,370 (Apr 15, 1997). For additional 
background information, see Northwest. Pub. Commc 'ns Council v. Qwest Corp., 279 Or. App. 626, 628-642 
(2016); reconsideration den'd (Mar 9, 2017). • 
3 Nw. Public Commc 'ns Council v. Public Utility Commission of Oregon, 196 Or. App. 94 (2004). 
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NPCC's complaint, fmding that the refund obligation in the waiver order had not been 
triggered.4 The Comt of Appeals recently affnmed our finding, stating that Qwest had no 
refund obligation under the FCC waiver order because Qwest did not rely on the FCC waiver 
order in filing rates but instead relied on rates that we had approved. 5 

Central to NPCC's argument here, the Comt relied on a 2013 FCC order that finally 
explained in more detail the refund obligation from the FCC's waiver order. The Comt noted 
that the FCC order made clear that the waiver order did not address the applicability of 
refunds where a can-ier filed tariffs after the extension period, or did not file new tariffs and 
instead relied on existing rates or only filed cost studies for existing rates. 

III. DISCUSSION 

A. Overview 

NPCC contends that from 1996 to 2003, Qwest charged and collected rates for payphone 
service, specifically for public access lines (PAL) and fraud protection services (CustomNet) 
that were unlawfully high. NPCC's filing is a two pait motion. First, NPCC asks us to order 
Qwest to show cause that it is in compliance with orders we previously issued in this docket. 6 

In particulai·, because we stated in an earlier order that Qwest agreed to accept the risk that it 
might lose on appeal and then be required to make further refunds, NPCC argues that Qwest 
assumed the obligation to refund overpayments to its ratepayers. In the alternative, NPCC 
asks that we ainend Order No. 07-497 to expressly require Qwest to issue refunds. NPCC 
alleges that we have the power and the responsibility to require Qwest to fully refund PSPs 
for over~hai·ges. Qwest filed a response to the Show Cause Motion and NPCC filed a reply. 

B. Procedural Arguments 

1. Parties' Positions 

Qwest raises two primary procedural objections to NPCC's requests. Qwest first argues that 
NPCC's motion is improper, because this docket is inactive and there are no issues that 
require a ruling. Qwest states that ifNPCC wishes to pursue a claim, it must file a new 
complaint pursuant to ORS 756.500 clearly stating the basis for its claims and allowing 
Qwest the opportunity to defend itself. 

Second, Qwest states thatthe final order in this docket was issued in November 2007, twelve 
• years after it was opened, with NPCC pmticipating actively tln·oughout. Qwest emphasizes 

that no party appealed the 2007 order and this docket has been inactive and effectively closed 

4 In Re Northwest Public Commc'ns Council v. Qwest Corp, Docket Nos. DR 26/UC 600, Order No. 11-504 
at 8-9 (Dec 15, 2011) ("Contrary to NPCC' s assertions, the Waiver Order did not requlre that intrastate 
payphone tariffs be reviewed and conclusively determined to be [new services test-] compliant by May 19, 
1997. The order required only that [ a local exchange carrier] be able to certify that it had effective state tariffs 
that met FCC requirements, Qwest made such certification on May 20, 1997.") ( emphasis in original). 
5 Nw. Pub. Commc'ns Councilv. Qwest Co1p., 279 Or. App. at 647 (2016). 
6 NPCC asserts that Qwest is in violation of Order Nos. 96-107, 00-190, 00-191, 06-515, and 07-497 as well as 
the Act and state law. 
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since 2007. Qwest reasons that, by not asking for additional refunds when final rates for 
payphone services were set in 2006-2007, NPCC waived any claim it might have had for 
additional refunds. 

NPCC responds that its motions must be addressed in this proceeding, not only because they 
seek relief directly related to orders issued in or referred to in docket UT 125, but also 
because the central issue is whether Qwest is required to issue refunds for the over collection 
of unlawful rates. NPCC offers that it would stipulate to a procedure that allows Qwest and 
Staff to present evidence to aid in the resolution ofNPCC's motion. 

' 
NPCC also maintains that the Commission has broad express and implied autholity to issue 
orders to show cause and to amend its previous orders. NPCC believes its motions a.re 
proper because it seeks to enforce or amend orders issued iu this docket and a complaint is 
not required. 

NPCC also asserts that it did not and cannot waive Qwest's refund obligations and the 
Commission may ameud au order at any time pursuant to ORS 756.568. 

2. Resolution 

Although our statutory authority over ratemaking matters is broad and includes the authority 
to amend prior orders 7 and require refunds in certain circumstances, 8 under the "filed rate 
doctrine," when the Commission issues an order not subject to refund, those rates are lawful 
when not under appeal.9 Consequently, in light ofNPPC's failure to seek the additional 
refunds when final rates for payphone services were set, those rates became the lawful, 
established rates upon the passing of the final date on which the Commission order could be 
appealed.10 

C. Substantive Arguments 

1. Parties' Positions 

NPCC asserts tliat from April 15, 1997, and at least through August 28, 2003, Qwest charged 
and collected rates from PSPs that significantly exceeded the rates that we detern:rined in 
Order No. 07-497 to be new service test-compliant. NPCC believes that Qwest is obligated 
to refund the difference between the unlawful, intelim rates it charged to its PSP ratepayers 
begim:ring effective May 1, 1996, and the final, NST-compliant rates approved by the 
Commission. NPCC supports its arguments by linking our vaiious orders to conclude: 
(1) Order No. 96-107 made all Qwest's rates interim subject to refund from May 1, 1996; 

1 ORS 756.568. 
8 Gearhartv. PUC, 356 Or. 216, 244-246 (2014) (citing ORS 756.040 for broad statutoryratemaking authority, 
and concluding that .fue Commission may order refunds on remand to correct a legal error). 
9 Dreyer et al v. Portland General Electric Company, 338 Or. 489, l 13P3d 435 (2005). 
10 Nw. Pub. Commc'ns Councilv. Qwest Corp., supra, was limited to addressing the question offue triggering· 
of the FCC waiver request, not whether the rates were otherwise compliant. 
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(2) Order No. 00-190 adopted the revenue requirement stipulation in which Qwest 
recognized its potential to be obligated to pay additional refunds; (3) Order No. 06-515 
provided that the revenue requirement stipulation applied to Order No. 01-810; and (4) Order' 
No. 07-497 established final, NST-compliant PAL and CustornNet rates. 

• Qwest responds that NPCC has waived its right to seek refunds because it stipulated in 2007 
that the proposed resolution of this case complied with all federal requirements and satisfied 
the Court of Appeals remand. Qwest also contends that NPCC's claims are barred by issue 
preclusion and claim preclusion, explaiuing that NPCC filed-and lost-four separate 
lawsuits seeking refunds from Qwest. 

NPCC replies that Qwest rnischaracterizes the stipulation because NPCC never disputed that 
Qwest' s 2006 PAL and CustornNet rates were lawful going forward, but that NPCC has 
always firmly maintained that Qwest owes refunds to PSPs for the rates charged from 1996 
to 2003. NPCC also contends that, although the Court of Appeals in 2016 ruled that Qwest 
did not owe refunds based on the FCC waiver order, the Court made clear that the 
Commission could order refunds pursuant to other orders, and that is what NPCC seeks here. 

Qwest also points to Order No. 00-190 that ordered refunds and asserts that order fully 
resolved all of Qwest' s refund liability. NPCC maintains that the refund from Order 
No. 00-190 is not at issue, because that was a refund that Qwest made in 2000 to avoid 
having to make the same refund at some future date, and that order does not release Qwest 
from making additional, different refunds based on the new service test and related orders. 
NPCC also notes that the Commission's Order No. 06-515 recognized that Qwest may be 
required to make refunds in addition to those set forth it the stipulation because of an appeal. 
NPCC concludes that it is undisputed that Qwest' s rates prior to 2003 were not new service 
test-complaint and the Commission should order Qwest to show cause why it is not in 
violation of the FCC's new service test orders, or in the alternative, clarify that Qwest must 
issue refunds to the PSPs for any overcharges it made. 

2. Resolution 

We deny NPCC's motions because, having reviewed NPCC's arguroents, our orders in this 
docket, and the 2016 Court of Appeals opinion on new services test precedent, we fmd no 
error in our previous orders or in Qwest' s compliance with those orders. First, we will 
explain our review of the orders in this docket and why we agree, inpart,with NPCC's 

• arguments. Second, we will explain our review of the 2016 Court of Appeals opinion 
relevant to this proceeding, and why we must deny NPCC's motions based on that opinion. 

We recognize that the earlier orders in this docket contributed to the long-standing 
uncertainty over the PAL rates. As NPCC notes, beginning in May 1996, Qwest charged 
interim rates subject to refund. These interim rates ended with Order No. 00-190 (and two 
follow-up orders), where we adopted a contested revenue requirement stipulation and ordered 
refunds in excess of $200 rnillion.11 In Order No. 00-190, we noted that Qwest may owe 

11 Qwest states that it completed its refunds in late 2000, refundiog customers $283 million. Qwest Response 
at 4 (Mar 24, 2017). 
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PSPs additional refunds based on the FCC payphone orders, but that it was an issue we could 
not decide based on thatrecord.12 FU1thermore, in Order No. 01-810 at 55, we stated that 
"[w]e conclude that Qwest's PAL rates satisfy the new services test." 

The Comt. of Appeals has now removed any uncertainty over the PAL rates, and we are 
convinced that Qwest has no remaining refund liability. In its 2016 opinion, the Co\Ut 
conclusively answered the question of whether Qwest's 1997 rates satisfied the new services 
test and whether or not Qwest had used the FCC waiver extension that would trigger refund 
liability. The Court held that Qwest had no refund obligation under the FCC waiver order 
because the refund obligation in the waiver order was not triggered.13 The Co\Ut thus 
affirmed our finding that Qwest did not avail itself of the extension granted in the FCC 
waiver order because it.had instead made a certification on May 20, 1997, that the tariff in 
effect in Oregon on April 15, 1997, met all of the FCC requirements.14 Thus, we can now 
conclude with ce1tainty that Qwest has no refund liability due to the FCC waiver order. 

We can further find that there is no otherrefund liability from the 1996 interim rates. Our 
orders in this proceeding (Order Nos. 00-190, 00-191, al'ld 02-068) have comprehensively 
resolved.all refund liability from May 1996 through 2000. We will not reopen the rate case 
orders inihis proceeding. We declined to reopen the rates in Order No. 06-515 when Qwest 
asked to.rebalaI1ce its rates due to additional refunds, and we will not reopen those rates now 
when NPCC asks for additional refunds. The one exception to this :finality was the 2004 
Comt of Appeals remand. However, the remand was satisfied with Order Nci. 07-497 where 
we adopted a stipulation between Qwest, NPCC, al'ld Commission Staff."designed to resolve 
all outs1llr).ding issues" with the patties agreeing that Qwest's rates "satisfy the Comt's 
remand.°' NPCC did not seek rehearing, reconsideration, or appeal of Order No. 07-497. 15 

Finally,'we address the 2016 Court of Appeals statement that, under the circumstances 
presented here, a state commission may well find refunds to be appropriate pursuant to 
sources of authority other than the FCC waiver order. 16 We find no other Commission 
authority or remedy available to NPCC to pursue refunds for this time period. We find no 
legal error in our rate setting orders in this docket, al'ld we find there is no other authority 
available to· NPCC to seek refunds here. 

IV. ORDER 

IT IS ORDERED that 

1. The Motion for an Order to Show Cause or, in the Alternative, to Clarify Order 
No. 07-497 filed by Northwest Public Communications Council is denied; 

12 Order No. 00-190 at 15 (Apr 14, 2000). 
13 Nw. Pub. Commc'ns Councilv. QwestC01p., 279 Or. App. at 644-5. 
14 Order No.-11-504 at 8 (Dec 15, 2011). 
15 Order No. 07-497 at 2, 4 (Nov 15, 2007). 
16 Nw. Pub. ·commc'ns Council v. Qwest Co,poration, 279 Or. App. at 643. 
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ORDER NO. '\l 1J /J; 7/ ~ 

2. This \'[ocket is closed. 

NOV 16 2017 
Made, entered, ~d effective -------------

.,_.,.. Stephe\hvf. Bloom ~ 

11 Commissionerl 

1/tl?i ,11
1 ~ ,,,-

v J'e'g~ecker '--"' '--------
)commissioner 

_, 
·- .. ~ 

A party may request rehearing or reconsideration of this order under ORS 756.561. A request for 
rehearing or reconsideration must be filed with the Commission within 60 days of the date of . 
service of this order. The request must comply with the requirements in OAR 860-001-0720. 
A copy of the request must also be served on each party to the proceedings as provided in 
OAR 860-001-0180(2). A party may appeal this order by filing a petition for review with the 
Court of Appeals in compliance with ORS 183.480 through 183.484. 
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Public _UUlity Commission of Oregon 
Adm1n1strat1ve Hearings Division 

BEFORE THE PUBLIC UTILITY COMMISSION OF OREGON 

UT125 

In the Matter of: NORTHWEST PUBLIC 
COMMUNICATION 

COUNCIL'S REPLY IN 
SUPPORT OF ITS MOTION 
FOR AN ORDER TO SHOW 

CAUSE OR, IN THE 
ALTERNATIVE, TO CLARIFY 

ORDER NO. 07-497 

QWEST CORPORATION, fka U.S. WEST 
COMMUNICATIONS, INC. 

REPLY 

From 1996 until at least 2003, Qwest charged and collected rates for payphone 

services that failed to comply with Oregon and federal law. This is the central contention in 

Northwest Public Communications Council's ("NPCC") Motion to for an Order to Show 

Cause ("Show Cause Motion") and alternative Motion to Clarify Order No. 07-497 ("Motion 

to Amend"). Yet, in the entirety of its more than 20-page response to NPCC's Motions, 

Qwest never once disputes it. Indeed, Qwest never even mentions the New Services Test 

("NST"), the Federal Communication Commission's test ("FCC") for determining whether 

rates for payphone services comply with federal law. Qwest's implicit concession of this 

central fact demonstrates that Qwest unjustly and umeasonably collected potentially millions 

in unlawful rates from payphone service providers ("PSPs"). To NPCC's knowledge, Qwest 

has never fully refunded the PSPs for its overcharges. The Commission has the power and 

responsibility to correct this injustice. 

Instead of answering whether its rates were lawful, Qwest asserts a range of 

procedural objections and repeatedly references other proceedings that are not before the 

Commission. Qwest's procedural objections are unfounded. The Commission has broad 

1 - NORTHWEST PUBLIC COMMUNICATION COUNCIL'S REPLY IN 
SUPPORT OF ITS MOTION FOR AN ORDER TO SHOW CAUSE OR, IN 
THE ALTERNATIVE, TO CLARIFY ORDER NO. 07-497 
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1 authority to protect ratepayers and NPCC's Motions request that the Commission exercise 

2 that authority fairly and with respect to both Qwest' s substantive and procedural rights and 

3 the rights of Qwest' s ratepayers. The other proceedings between NPCC and Qwest are or 

4 were pending before state and federal courts and involve claims not raised in NPCC' s 

5 Motions here. 

6 The Commission is vested with the responsibility to "protect * * * customers, and the 

7 public generally, from unjust and unreasonable exactions and practices." ORS 756.040(1). 

8 Qwest has not disputed that it charged and collected unlawful rates from 1996 to 2003. 

9 Consistent with the Commission's statutory responsibility and its broad statutory and implied 

10 powers, the Commission should issue an order requiring Qwest to show cause why it is not in 

11 violation of Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, the TCA, and state 

12 law. In the alternative, the Commission'should grant NPCC's Motion to Amend, which 

13 requests the Commission clarify Order No. 07-497 by amending it to expressly require Qwest 

14 to issue refunds for any excess revenue it collected under rates that failed to comply with 

15 Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, the Telecommunication Act of 

16 1996, and state law, less any refu_nds previously paid. 

17 ARGUMENT 

18 

19 

20 

21 

22 

23 

24 

25 

26 

I. Qwest's procedural objections are unfounded: The Commission has the power to 
decide NPCC's Motions. 

A. NPCC's Motions are procedurally proper. 

The Commission "is vested with power and jurisdiction to supervise and regulate 

every public utility and telecommunications utility in this state, and to do all things necessary 

and convenient in the exercise of such power and jurisdiction." ORS 756.040(2). In addition 

to its express powers, the Commission "has such implied powers as are necessary[.]" Pac. 

Nw. Bell Tel. Co. v. Katz, 116 Or. App. 302, 309-10 (1992). In total, the Commission "has 

been granted the broadest authority-commensurate with that of the legislature itself-for 

the exercise of its regulatory function." Id. at 309 n.5 (quotation marks, citation, and 
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1 alterations omitted). As NPCC argued in its Motions, consistent with the Commission's 

2 broad express and implied authority, the Commission may issue orders to show cause and 

3 amend its previous orders. (NPCC's Mot. at 25-26; 28); ORS 756.568 (the Commission 

4 "may at any time, upon notice to the public utility or telecommunications utility and after 

5 oppmtunity to be heard * * * , rescind, suspend or amend any order made by the 

6 commission" ( emphasis added).). 

7 Despite the Commission's broad authority, Qwest makes several erroneous arguments 

8 that the Commission lacks the power to decide NPCC's Motions. Qwest begins by arguing 

9 that NPCC cannot file a motion in this docket because "there are no issues pending that 

10 require a ruling." (Qwest's Resp. to NPCC's Mot. for an Order to Show Cause or, in the 

11 Alternative, to Clarify Order No. 07-497 ("Resp.") at 10.) Qwest's argument begs the 

12 question. A motiou is an "application for an order." ORCP 14 A. There is no issue pending 

13 until a party files a motion. Now that NPCC has filed Motions, there are issues pending that 

14 require a ruling. 

15 Qwest next argues that the issues "NPCC now wishes to assert go far beyond the 

16 subject matter of this docket." (Resp. at 11.) This argument is wrong for two reasons. First, 

17 NPCC's Motions must be considered in UT 125 because the reliefNPCC seeks directly 

18 concerns the enforcement or amendment of orders issued in this docket. The Commission 

19 issued Orders Nos. 00-190, 00-191, 01-810, and 02-009 in UT 125. NPCC appealed Orders 

20 01-810 and 02-009, Nw. Pub. Commc 'ns Council v. Pub. Util. Comm 'n, 196 Or. App. 94, 

21 I 00 (2004) ("NPCC v. PUC"), and, on remand, the Commission issued two additional 

22 Orders, Nos. 06-515 and 07-497 in this docket. NPCC's Motions ask the Commission to 

23 either (I) order Qwest to show cause that it is in compliance with the Orders issued in this 

24 docket; 1 or (2) amend Order No. 07-497, which was issued in this docket. The reliefNPCC 

25 

26 1 NPCC's Show Cause Motion addresses one Order issued outside of UT 125: Order 
No. 96-107, which was issued in UT 80. That Order provided that Qwest's "rates for 
services [after May I, 1996] shall be considered interim rates subject to refund with 
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1 seeks concerns Orders issued in this docket; to maintain the consistency and integrity of this 

2 docket, the Court should decide NPCC's Motions in this docket. 

3 Second, NPCC's Motions address issues that have been subject of UT 125 from the 

4 beginning. NPCC's Motions address the rates Qwest charged and collected between 1996 

5 and 2007 and whether the Commission's Orders require Qwest to issue refunds for the over-

6 collection of unlawful rates. (NPCC's Mot. at 16-30.) Those issues are precisely the issues 

7 the Commission has addressed in UT 125 from the beginning. The Commission opened this 

8 docket in 1995 to set rates for Qwest's telecommunication services, including the company's 

9 public access lines ("PAL") and fraud protection services ("CustomNet"). See Order No. 00-

10 190 at 1. In this docket, the Commission has addressed the FCC's payphone orders and the 

11 new services test. See, e.g, Order No. 01-810 at 50-56. Furthermore, in this docket, the 

12 Commission has set, revised, and adjusted Qwest's rates and ordered refunds to Qwest's 

13 ratepayers. Order No. 00-190 at20; Order No. 01-810; Order 06-515 at ,r,r 4 & 6 (addressing 

14 Qwest's obligations as a result of the appeal of Order 01-810). The issues addressed in 

15 NPCC's Motions are the same issues the Commission has considered throughout UT 125. 

16 Finally, Qwest implies that the Commission cannot decide NPCC's Motions because 

17 the Motions are barred by waiver, preclusion, or !aches. (Resp. at 3, 12.) But Qwest never 

18 defines those doctrines or explains how they apply to NPCC's Motions. Indeed, Qwest fails 

19 even to cite any case law setting forth the principles of each doch·ine. For example, on page 

20 2 of its Response, Qwest asse1is that NPCC' s "claims are barred by issue preclusion and 

21 claim preclusion." (Resp. at 2.) However, other than that single sentence, Qwest never 

22 develops that argument. It does not set fo1ih the elements of issue or claim preclusion or 

23 explain how NPCC's Motions meet those elements. Moreover, Qwest's single-sentence 

24 

25 

26 

interest[.]" Order No. 96-107 at 3. However, the Commission's staffrep01i expressly 
acknowledged that the rates would be dete1mined in this docket, UT 125, not UT 80. 
Commission staff explained that the rates would remain interim "pending the outcome of the 
company's current rate filing, UT 125." Id., Appendix A at 5. Thus, it is appropriate to 
address Order No. 96-107 in this docket, rather than in UT 80. 
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1 assertion misconstrues NPCC's Motions as "claims"; but the Motions are not "claims," such 

2 as disgorgement or unjust enrichment. 

3 The same is trne for wavier and laches.2 For those doctrines, Qwest asserts that it 

4 "would" have raised them against NPCC ifNPCC had filed a complaint. (Resp. at 12.) But 

5 NPCC has not filed a complaint; it filed two Motions, Motions which seek relief specific to 

6 Orders issued in this docket. NPCC has no obligation to tailor the relief it seeks to the 

7 defenses Qwest wishes to raise. 3 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

B. UT 125 is the only appropriate docket in which to decide Qwest's 
Motions. • 

NPCC's Motions request that the Court (1) issue an Order requiring Qwest to show 

cause why it is not in violation of Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, 

the Telecommunication Act of 1996, and state law or (2), in the alternative, to amend Order 

No. 07-497 to expressly require Qwest to issue refunds for any excess revenue it collected 

under rates that failed to comply with Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-

497, the Telecommunication Act of 1996, and state law, less any refunds previously paid. 

Both Motions must be addressed in UT 125 because they seek relief directly related to 

Orders issued in or referred to in UT 125. 

2 To the extent that Qwest claims NPCC "waived" its right to seek refunds by 
entering a stipulation with Qwest in 2006, that argument is addressed in§ I.C, below. 

3 Qwest asserts, in a footnote, that NPCC does not have authority to file its Motions 
because NPCC was "inactive" on the Oregon Secretary of State's website. Qwest 
misconstrues the statute it cites .. ORS 60.704(1) provides that a "foreign corporation 
transacting business in this state without authorization from the Secretary of State may not 
maintain a proceeding in any court in this state until it obtains authorization from the 
Secretary of State to transact business in this state." (Emphasis added.) At the time it filed 
the Motions, NPCC was not h·ansacting business in Oregon and, consequently, did not need 
to maintain an active authorization with the Oregon Secretary of State to "maintain a 
proceeding in any court." See First Resolution Inv. C01p. v. Ave1y, 238 Or App 565, 570 
(2010) (ORS 60.704(1) does not bar a proceeding filed by a cmporation that does not have an 
authorization from the Secretary of State if the cmporation is not "transacting business in this 
State"). In addition, ORS 60.704(1) applies to "proceedings in any court," not before the 
Commission. ORS 60.704(1). No case has ever applied ORS 60.704(1) to proceedings 
before the Commission or other administrative bodies. Finally, and in any event, NPCC, 
without conceding that it has any need to maintain an authorization, has renewed its 
authorization. 
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1 NPCC's Show Cause Motion argues that Orders No. 00-190 and 96-107 require 

2 Qwest to issue refunds. (NPCC's Motion at 21-25.) The Commission issued Order No. 00-

3 190 in UT 125. The Commission issued Order No. 96-107 in UT 80, but the Commission's 

4 staff rep mt issued in supp mt of that Order expressly stated that Qwest' s rates would be 

5 dete1mined in UT 125. Order No. 96-107, Appendix A at 5. Although NPCC relies on and 

6 cites to additional Orders, the Telecommunications Act of 1996 and the FCC's orders 

7 implementing the TCA, and Oregon state law, including NPCC v. PUC, to suppmt its 

8 interpretation of Orders 00-190 and 96-107, the reliefNPCC seeks is based on Orders either 

9 issued in UT 125 or referred to UT 125 by the Commission's staff. (NPCC's Mot. at21-25.) 

10 Accordingly, Qwest's failure to comply with those Orders is properly addressed in the docket 

11 in which they were issued or which they reference. 

12 NPCC's Motion to Amend addresses Order No. 07-497, issued in UT 125. Thus, to 

13 maintain the consistency and integrity of UT 125, and to ensure a clear record for that docket 

14 for the future, the Commission should decide NPCC's Motion to Amend in UT 125. 

15 Qwest repeatedly asserts that NPCC should have filed a complaint rather than the 

16 Motions. (See, e.g., Resp. at 11.) Qwest's assertions fail to understand the reliefNPCC 

17 seeks. NPCC's Motions request that the Commission enforce Orders issued in UT 125 or 

18 amend an Order issued in UT 125. The reliefNPCC seeks is narrowly tailored to the Orders 

19 issued in this docket. As Qwest points out, NPCC has already filed complaints against 

20 Qwest in other forums. The relief Qwest seeks here is distinct from the relief it has sought in 

21 those other forums (and which it could seek in a complaint before the Commission pursuant 

22 to ORS 756.500). IfNPCC decides to seek different relief, such as making a claim for 

23 disgorgement or unjust emichment, it is fully aware that it can file a complaint before the 

24 Commission pursuant to ORS 756.500 et seq. 

25 NPCC's Motions do not impinge on Qwest's substantive rights. Qwest asserts that 

26 NPCC's Motion is improper because Qwest is entitled to "a clear statement" of the relief 
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1 NPCC seeks and Qwest "is entitled to file a response." (Resp. at 12.) Qwest's assertion 

2 makes little sense because NPCC has afforded Qwest both those rights: NPCC's initial 

3 Motions clearly and repeatedly set out the relief it seeks.4 (NPCC's Mot at 1, 30.) 

4 Moreover, NPCC filed the Motions pursuant to the Commission's rules, which permit Qwest 

5 the oppotiunity to file a response. OAR 860-001-0420 ("A party may file a response to a 

6 motion."). 

7 Qwest also complains that NPCC should have filed a complaint so that Qwest could 

8 raise a number of other defenses, such as issue and claim preclusion, the statute of 

9 limitations, failure to state a claim, and various jurisdictional defenses. (Resp. at 12-13.) 

10 However, it is not NPCC's obligation to structure the relief it seeks to the defenses Qwest 

11 wishes to raise. NPCC is not here asserting "claims for relief," as might be found in a 

12 complaint. As explained above, NPCC's Motions concern the interpretation, enforcement, or 

13 amendment of Orders issued in UT 125, not common law claims for relief. The 

14 • Commission's rules provide authority for NPCC to file the Motions it has filed and provide 

15 an opportunity for Qwest to respond to those Motions. 

16 Finally, Qwest asserts that it should have the right to present evidence and have a 

17 decision based on an evidentiary record. NPCC has no dispute with this assertion and 

18 welcomes Qwest to present any evidence it may have demonstrating that it did not charge 

19 and collect unlawful PAL and CustomNet rates. Indeed, NPCC' s Show Cause Motion 

20 specifically requests that Qwest provide evidence showing that it"has complied with the 

21 Commission's orders. In addition, NPCC would stipulate to a procedure that allows Qwest, 

22 NPCC, and the Commission's staff to present relevant evidence to the Commission (much of 

23 which is already on file in this docket) to aid the resolution ofNPCC's Motion. Given the 

24 

25 

26 

4 Qwest asse1ts that "NPCC does not even specify in it Motions what provisions of 
the 'Telecommunications Act of 1996, and state law"' require refunds. (Resp. at 18.) But 
that is inc01rnct: NPCC's Motions identify and quote from Section 276 of the TCA, 47 
U.S.C. § 276, and the FCC's multiple orders constrning that section. (See, e.g., NPCC's 
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1 Commission's broad express and implied powers, the Commission undoubtedly has the 

2 authority to establish procedures for the taking of evidence relevant to NPCC's Motions. 

3 C. NPCC's Motion to Amend is procedurally proper. 

4 Pursuant to ORS 756.568, the Commission "may at any time, upon notice to the 

5 public utility or telecommunications utility and after oppmtunity to be heard * * * rescind, 

6 suspend or amend any order made by the commission." In its alternative Motion to Amend, 

7 NPCC requests that the Commission amend Order No. 07-497 to expressly require Qwest to 

8 issue refimds for any excess revenue it collected under rates that failed to comply with 

9 Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, the Telecommunication Act of 

10 1996, and state law, less any refimds previously paid. 

11 In its response, Qwest contends that NPCC's Motion to Amend is barred because 

12 NPCC entered a stipulation in 2007 "that the proposed resolution of this case complied with 

13 all federal requirements and satisfied the Court of Appeals remand." (Resp. at 18.) This 

14 statement mis characterizes the stipulation. NPCC stipulated that certain of Qwest' s rates 

15 filed in 2006 complied with federal requirements and the Court of Appeals remand. Order 

16 No. 07-497, Stipulation ,r,r 10-11. NPCC has never disputed that Qwest's 2006 PAL and 

17 CustomNet rates were NST-compliant going forward. But NPCC never stipulated to a 

18 "resolution of this case," and nothing in the stipulation or Order No. 07-497 suggests 

19 otherwise. Furthermore, NPCC has never stipulated that Qwest' s rates before 2006 were 

20 NST-compliant and NPCC has µever stipulated that Qwest has issued all the refunds it owes 

21 to the PSPs. 

22 The stipulation did not specifically address refunds for a simple reason: At the same 

23 time Qwest and NPCC stipulated to Qwest' s PAL and CustomNet rates going forward from 

24 2006, they were litigating whether Qwest owed refunds in a separate action. (See Resp. at 8; 

25 NPCC's Mot. at 15-16.) NPCC has always firmly maintained that Qwest owes refunds to the 

26 

Mot. at 3-8, 16.) NPCC also repeatedly identifies ORS 756.040(1) and NPCC v. PUC as the 
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I PSPs for the unlawful rates it charged and collected from 1996 to 2003. The separate action 

2 resulted in a Court of Appeals decision in 2016 in which the Court ruled that Qwest did not 

3 owe refunds based on one provision of one FCC order (known as the "Waiver Order"). Nw. 

4 Pub. Commc'ns Councilv. Qwest Corp., 279 Or. App. 626, 644-5 (2016). The Comt of 

5 Appeals was clear, however, that although the Waiver Order might not require refunds, the 

6 Commission could order refunds pursuant to other orders: "[U]nder the circumstances 

7 presented here, 'a state commission may well find refunds to be appropriate pursuant' to 

8 sources of authority other than the Waiver Order[.]" Id. at 644-45 (quoting Refund Order 1l 

9 45; alterations omitted). That is precisely what NPCC seeks here. 

IO Qwest also incon-ectly asse1is that NPCC "waived any claim it may have had for 

11 additional refunds" when it did not ask the Commission to order refunds in 2006. (Resp. at 

12 1-2, 6-7.) However, Qwest's obligation to issue refunds exists independently of whether 

13 NPCC requested that Qwest issue refunds; NPCC cannot "waive" Qwest's obligations. The 

14 Commission has the power to order refunds whether NPCC has or has not made such a 

15 request. ORS 756.040. In addition, as stated above, NPCC is not making a "claim," it has 

16 filed Motions. Furthermore, ORS 756.568 provides that the Commission "may at any time" 

17 • amend an order. (Emphasis added.) NPCC cannot "waive" a statutory provision that 

18 expressly permits the Commission to act "at any time." In addition, Qwest cites no law 

19 explaining the doctrine of waiver and provides no persuasive analysis of how it would apply 

20 to NPCC's Motions in patiicular or to the Commission's rules and statues in general. 

21 Finally, as noted above, NPCC has always maintained that Qwest owes refunds to the PSPs. 

22 The Commission has the authority to amend Order No. 07A97. ORS 756.568. For 

23 the reasons set fmth in NPCC's Motion to Amend, the Commission should amend Order No. 

24 07-497 to expressly require Qwest to issue refunds for any excess revenue it collected under 

25 

26 
state law supp01iing its Motions. (See, e.g., id. at 17-19; 21-26.) 
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1 rates that failed to comply with Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, the 

2 Telecommunication Act of 1996, and state law, less any refunds previously paid. 

3 

4 

II. NPCC's Motions are substantively meritorious: The Commission's Orders, the 
TCA, the FCC's order implementing the TCA, and NPCC v. PUC require Qwest 
to issue additional refunds because Qwest charged and collected unlawful rates. 

5 As discussed in detail in NPCC's Motions, between 1996 and 2003, Qwest charged 

6 and collected unlawful PAL and CustomNet rates. (NPCC's Mot. at 17-19.) In its Response, 

7 Qwest never disputes this. Indeed, in the entirety of its Response, Qwest never even 

8 mentions the New Services Test ("NST"), the FCC's orders defining and implementing the 

9 NST, or the application of the NST to rates charged by telecommunications companies in 

10 Oregon, as required by NPCC v. PUC. The FCC's Refund Order unambiguously provides 

11 the Commission the right under federal law to order Qwest to refund its unlawful over-

12 collection of PAL and CustomNet rates that were not NST-compliant. In the matter of 

13 Implementation of the Pay Telephone Reclassification and Compensation Provisions of the 

14 Telecommunications Act of 1996, CC Docket No. 96-128, 28 FCC Red. 2615, 2617 (Feb. 20, 

15 2013) (A "state commission may order refunds for any time period after April 15, 1997 if it 

16 concludes that a BOC was charging PSPs a rate that was not NST-compliant, as a number of 

17 states have."). 

18 Rather than address the lawfulness of its rates between 1996 and 2003, Qwest asserts 

19 two meritless arguments, the first of which is irrelevant and second of which is wrong. First, 

20 Qwest ai·gues that the refund the Commission ordered in Order No. 00-190 "was never based 

21 on rates for specific services established in this case at any time." (Resp. at 14.) This 

22 argument is in-elevant. NPCC never argues that the refund ordered in Order No. 00-190 was 

23 improper or that Qwest failed to meet its obligations to make that refund. Rather, NPCC's 

24 argument is and has always been that the Commission's subsequent Orders, including Orders 

25 Nos. 06-515 and 07-497, require Qwest to make additional refunds to payphone service 

26 
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1 providers ("PSPs") based on the TCA, the NST, and NPCC v. PUC, which held that the 

2 TCA, the NST, and the FCC's other payphone orders bind the Commission and Qwest. 

3 Qwest' s second argument is erroneous. Qwest argues that the refund ordered in 

4 Order No. 00-190 fully resolved all of Qwest's liability to issue refunds. To make this 

5 argument, Qwest misconstrues Order No. 00-190 by taking a single clause of one sentence 

6 out of context. In Order No. 00-190, the Commission explained that it was adopting a 

7 modified stipulation (the "Modified Stipulation") designed to settle two pending appeals. 

8 One of the goals of the Modified Stipulation was to provide for Qwest to make an immediate 

9 refund so that it could avoid making the same refund (with substantial accumulated interest) 

10 later. To that end, the Commission explained that the refund agreed to in the Modified 

11 Stipulation was "a return ofrevenues collected from customers, made in settlement of 

12 potential liability to make refunds at some future date." Order No. 00-190 at 4. This 

13 statement merely means that Qwest agreed to make a refund in 2000 in order to avoid having 

14 to make the same refund at some future date. However, nothing in Order No. 00-190 

15 provides that Qwest is forever released from making additional, different refunds. Indeed, 

16 such an interpretation of Order No. 00-190 would grant Qwest a massive, unintended 

17 windfall. Any such interpretation was rejected in Order No. 06-515, as explained below. 

18 Furthermore, the Modified Stipulation itselfrecognized that an appeal of Orders Nos. 

19 00-190 and 00-191, or a subsequent order implementing those orders, could impose on 

20 Qwest an obligation to provide refunds and make rate reductions. Id Appendix A ,r 5. The 

21 Commission subsequently held that the Modified Stipulation applied to NPCC's appeal of 

22 the PAL and CustomNet rates inNPCCv. PUC. Order No. 06-515. In Order No. 06-515, 

23 the Commission made clear that Qwest had assumed the risk that it could owe additional 

24 refunds: "Qwest specifically agreed to accept the risk that subsequent appeals of the 

25 Commission's order implementing the Stipulation might result in a situation where Qwest 

26 was required to make refunds or rate reductions in addition to those set forth in the 
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Stipulation. The language of the agreement demonstrates that the Company was fully 

cognizant of the potential consequences of its decision when it executed the Stipulation." Id. 

at 11. 

The TCA and the FCC's orders implementing the TCA fundamentally changed the 

basis npon which the Commission was required to set PAL and CustomNetrates. (NPCC's 

Mot. at 3-15 .) Qwest does not dispute this. Qwest' s rates prior to 2003 were not NST

compliant. (NPCC's Mot. at 17-19.) Qwest also does not dispute this. To comply with 

Orders Nos. 00-190 and 96-107, which acknowledged that Qwest could owe additional 

refunds if rates were modified on appeal, Qwest must issue refunds to the PSPs for the rates 

it unlawfully collected between 1996 and 2003. (Mot. at 21-30.) The Commission should 

order Qwest to show cause why it is not in violation of those orders. In the alternative, the 

Commission should amend Order No. 07-497 to clarify that Qwest must issue refunds to the 

PSPs for any overcharges it made pursuant to unlawful rates between 1996 and 2003. 

CONCLUSION 

For the foregoing reasons, the Connnission should grant NPCC's motion requesting 

the Commission issue an order requiring Qwest to show cause why it is not in violation of 

Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, the Telecommunication Act of 

1996, and state law. In the alternative, the Commission should grant NPCC's motion 

requesting the Commission clarify Order No. 07-497 by amending it to expressly require 

I II 

II I 

II I 

II I 

II I 
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Qwest to issue refunds for any excess revenue it collected under rates that failed to comply 

with Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, the Telecommunication Act 

of 1996, and state law, less any refunds previously paid. 

DATED this April 14, 2017. 

MARKOWITZ HERBOLD PC 
By: s/ Harry B. Wilson 

Harry B. Wilson, OSB No. 077214 
1211 SW 5th Ave., Ste. 3000 
Pottland, OR 97204 
harrywilson@markowitzherbold.com 
(503) 295-3085 

and 

CORPORATE LA WYERS PC 
Frank Patrick, OSB No. 760228 
POBox23lll9 
Portland, OR 97281 
fgplawpc@hotmail.com 
(503) 224-8888 

Counsel for Northwest Public 
Communications Council 
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In the Matter of 

RECEIVED 

MAR 24 2017 
Public Utility Commission of Oregon 

Administrative Hearings Division 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

UT 125 

QWEST CORPORATION, fka US WEST 
COMMUNICATIONS, INC. 

QWEST'S RESPONSE TO NORTHWEST 
PUBLIC COMMUNICATIONS 
COUNCIL'S MOTIONS FOR AN ORDER 
TO SHOW CAUSE OR, IN THE 
ALTERNATIVE, TO CLARIFY ORDER 
NO. 07-497 

I. INTRODUCTION 

15 Qwest Corporation ("Qwest") respectfully submits this response to the Northwest Public 

16 Communications Council's ("NPCC") Motions for an Order To Show Cause or, in the 

17 Alternative, To Clarify Order No. 07-497 (the "Motions"). NPCC's Motions effectively ask the 

18 Commission to initiate a proceeding to consider new claims that are umelated to any issue ever 

19 raised in this proceeding, which was concluded in 2007, more than nine years ago. The 

20 Commission should deny the Motions because they are untimely, not authorized or suppolied by 

21 the statutes and rules that govern practice before the Commission, and factually and legally 

22 unsupported. 

23 The Commission issued a final order in this docket on November 15, 2007, 12 years after 

24 the docket was opened in 1995. Although NPCC actively paiticipated in the entire case, NPCC 

25 did not ask the Commission to order additional refunds when the Commission set final rates for 

26 payphone services in 2006-07. Accordingly, NPCC waived any claim it may have had for 
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1 additional refunds (as will be shown below, it had no such claim). No party appealed the final 

2 order and this docket has been inactive and effectively closed since 2007. The Commission 

3 fmmally closed this docket on January 4, 2017, after NPCC withdrew its previous, ill-advised 

4 motion. 

5 Under the Commission's rules, a motion must pertain to a matter that is pending in a 

6 proceeding. Not only is there is no matter currently pending before the Commission in this 

7 proceeding, NPCC never before raised in this case the new claims NPCC wishes to pursue. 

8 Therefore, the Commission should deny the Motions. IfNPCC still wants to pursue these new 

9 claims (notwithstanding their utter lack of merit and the excessive litigation NPCC has already 

10 pursued), it should be required first to file a complaint with the Commission under ORS 756.500, 

11 clearly stating the basis for its claims and allowing. Qwest the opportunity to defend itself on all 

12 available grounds. 

13 By filing motions in this closed case, NPCC attempts to downplay the highly improper 

14 nature of its requests. The claims NPCC wishes to make are entirely without merit. Contrary to 

15 NPCC's repeated asse1tion, no Commission order requires Qwest to' make any additional 

16 refunds. IfNPCC had such a claim, it should have asseited it in this case over 10 years ago. 

17 Instead, NPCC litigated these and related claims in four separate cases in federal comt (which 

18 NPCC never mentions in the far-ranging discussion in its 30-page Motions), so the claims are 

19 barred by issue preclusion and claim preclusion. The courts also decided that the claims are 

20 time-barred and that NPCC does not have authority to asse1t a claim that Qwest violated the 

21 Commission's orders. 

22 On the merits, NPCC's principal motion, for an order to show cause, is completely 

23 unfounded. Here, NPCC asks the Commission to order Qwest to show cause why it should not 

24 make additional refunds under orders the Commission entered in this and another docket, dating 

25 back over 20 years. The Commission should deny this motion because Qwest timely and 

26 

PAGE 2- QWEST'S RESPONSE TO NPCC'S MOTIONS 

13141-0126/LEGALl34350176.3 

Perkins Coie LLP 
1120 N.W. Couch Street, Tenth Floor 

Po1tland, OR 97209-4128 
Phone: 503.727.2000 

Fax: 503.727.2222 

731 



1 completely fulfilled all of its obligations to make such refunds over 16 years ago, and neither 

2 Commission Staff nor any other patty or customer has even suggested that Qwest owes any 

3 additional refunds since then. NPCC's motion is based on a gross misstatement of the 

4 Commission's prior orders. Qwest should not be ordered to do anything; rather, NPCC should 

5 be required to carry its impossible burden to show that Qwest owes additional refunds. 

6 NPCC's alternative motion, to "clarify" Order No. 07-497, could be characterized as an 

7 understatement if it were not so monumentally misleading. NPCC wants the Commission to 

8 "clarify" and "amend" a final order issued almost 10 years ago by ordering relief based on claims 

9 that were never made, let alone decided, in this case. NPCC asse1is that Qwest owes additional 

10 refunds based on "Order Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, the 

11 Telecommunications Act of 1996, and state law." Motions at I. NPCC was an active participant 

12 in this case, including the proceedings that led to Order No. 07-497, which established the rates 

13 for Qwest' s payphone services. At no time during those proceedings did NPCC ( or any other 

14 patty) ever assert that, in addition to approving final rates for payphone services, the 

15 Commission should order Qwest to make additional refunds to customers of those services 

16 (NPCC's members). To the contrary, NPCC stipulated at the time that the proposed resolution 

17 of this case complied with all federal requirements and satisfied the Comt of Appeals' remand. 

18 The Commission cannot clarify or amend an order to require relief based on claims that were 

19 never asse1ted or decided in this ancient and closed proceeding, and NPCC is judicially estopped 

20 to assert otherwise. NPCC's claims are also ban·ed by waiver and claim preclusion based on its 

21 failure to raise them over 10 years ago during the remand proceeding (if not sooner). 

22 The Commission should reject the latest chapter in NPCC's extravagant forum-shopping, 

23 deny the Motions, and help put an end to the 16 years of vexatious litigation NPCC has pursued 

24 against Qwest. If the Commission is inclined to give NPCC yet another opp01tunity to pursue its 

25 meritless claims in a new forum, then the Commission should require NPCC to file a complaint 

26 
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1 pursuant to ORS 756.500, and first show the Commission why its new claims are not barred by 

2 prior litigation and the passage of time even before it attempts to show that they have any merit 

3 (which they do not have). In the context of a complaint proceeding, Qwest would be afforded 

4 adequate procedural rights unavailable in responding to a motion, including the ability to asse1t 

5 defenses to the claims and to have an evidentiary hearing on the record. 1 

6 

7 A. Docket UT 125. 

n. PROCEDURAL BACKGROUND 

8 This case, Docket UT 125, was a general rate case under ORS 759.180, commenced in 

9 1995. The Commission bifurcated the case into two phases, a revenue requirement phase and a 

10 rate design phase, which were conducted consecutively. At the conclusion of the first phase of 

11 the case, the revenue requirement phase, and following an appeal, the Commission issued Order 

12 Nos. 00-190 and 00-190, approving a settlement among Qwest, Staff and other pa1ties. Those 

13 orders established two different revenue requirement figures: (1) a reduction of $53 million per 

14 year, which was the amount of revenue Qwest was required to reftmd to its customers for the 

15 period from May 1, 1996 through the date of the refund, which was made in full at the end of 

16 2000; and (2) a reduction of $63 million per year, which represented the prospective revenue 

17 reduction and was implemented through temporary bill credits during the rate design phase and 

18 in final rates. Order No. 00-190 at 10. 

19 Qwest made the full refund required by the Commission's orders in late 2000, returning 

20 over $283 million to its customers. 2 The amounts of the refund for individual customers were 

21 based on five broad categories of services, and bore no relationship to the amounts customers 

22 

23 

24 

25 

26 

PAGE 

1 NPCC does not even appear to have authority to file the Motions or a new complaint. 
According to the Oregon Secretaiy of State's website as of March 24, 2017, NPCC is "inactive" in 
Oregon and had its authority revoked as of Dec. 20, 2013. 
http://egov.sos.state.or.us/br/pkg web name srch inq.show detl?p be rsn=l419216&p srce=BR INO 
&p print=F ALSE. Thus, NPCC does not have authority to maintain a lawsuit, and presumably any other 
proceeding, in this state. ORS 60.704(1). 

2 http://www.puc.state.or.us/Pages/news/2000/2000044.aspx. 
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I paid for specific services or the new rates the Commission would set for those services in the 

2 second phase of the proceeding, rate design. Moreover, the Commission did not require any 

3 additional refunds to be made following the rate design phase of the case. These points will be 

4 discussed in more detail below as they are fatal to NPCC's claims. 

5 The Commission issued Order No. 01-810 in the second phase of this case, establishing 

6 the final rate design, on Sept. 14, 2001. NPCC appealed the rates the Commission established 

7 for payphone services, and the Comt of Appeals remanded those rates for fu1ther consideration 

8 in 2004. Northwest Public Communications Council v. Public Utility Commission of Oregon, 

9 196 Or. App. 94, 100 P.3d 776 (2004) (the "Rate Case Appeal"). The comt's remand order did 

IO not reqnire additional refunds; it simply reqnired the Commission to reexamine the rates it 

11 established for payphone services that Qwest would charge on a prospective basis. 

12 This proceeding concluded in 2007, when the Commission issued its final order 

13 establishing rates for payphone services. Order 07-497 adopted a stipulation among NPCC, 

14 Commission Staff and Qwest. Notably, NPCC did not asse1t a right to additional refunds during 

15 the remand proceeding in 2006-07. Instead, NPCC stipulated to entry of the final order, did not 

16 ask the Commission to order additional refnnds, and allowed the appeal period for the order to 

17 run. There has been no fmther activity whatsoever in this case since 2007, and the Commission 

18 formally closed this docket on January 4, 2017. 

19 Significantly, NPCC was a very active passive paiticipant in the remand proceeding that 

20 led to Order No. 07-497. On Feb. 9, 2006, NPCC filed a Motion To Set Procedural Conference 

21 To Establish Issues and Procedures on Remand, requesting the Commission, among other things, 

22 to identify the issues that needed to be addressed on remand. Following the prehearing 

23 conference that NPCC requested, the ALJ identified only two issues that needed to be addressed 

24 by the Commission on remand: 

25 

26 
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Issue No. 1: The calculation of revised rates for Public Access 
Line (PAL) service and Fraud Protection Service (fo1merly known 

2 as CustomNet service). 

3 Issue No. 2: Whether and to what extent other Qwest rates should 
be adjusted because of the recalculation of the rates for PAL and 

4 Fraud Protection service. 

5 First Conference Repo1t, Docket UT 125 (March 21, 2006). Neither NPCC nor any other party 

6 identified any issue relating to the possible issuance of additional refunds. 

7 The Commission treated the second issue identified above as a threshold question, and 

8 resolved it in Order No. 06-515, based on written briefs. The question presented was whether 

9 Qwest could raise the rates for other services, on a prospective basis, to offset the revenue 

10 reduction Qwest would experience from reducing its rates for payphone services. As stated in 

11 the order, the Commission "decide[ d], as a threshold matter, whether Qwest may raise any 

12 customer rates to offset reduced revenues resulting from a Commission decision approving lower 

13 payphone service rates." Order No. 06-515 at 2. Contrary.to NPCC's arguments, the issue 

14 addressed in that order had nothing to do with refunds. Qwest discusses this order further below. 

15 The stipulation NPCC executed in October 2007 identifies only two "umesolved issues 

16 on remand": whether Qwest's proposed PAL and fraud protection rates "comply with federal 

17 requirements." Stipulation at 3. The stipulation was entered after the parties "held several 

18 settlement conferences to discuss whether the proposed rates are consistent with the Comt of 

19 Appeals remand and federal requirements." Id. The stipulation sets forth the patties' (including 

20 NPCC's) agreement that the proposed PAL and fraud protection rates "comply with federal 

21 requirements" and "satisfy the Coutt of Appeals Remand Order." Id. Notwithstanding this 

22 stipulation freely entered by NPCC. in 2007, NPCC now makes a directly contrary asse1tion: that 

23 Qwest's payphone service rates violated federal law and the Court of Appeals remand order, and 

24 that requiring Qwest to make additional refunds is necessary to remedy that violation. See, e.g., 

25 Motions at 28. NPCC waived and is barred from raising any such claim by failing to raise it in a 

26 
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I timely manner. NPCC is also judicially estopped from asserting such a claim IO years after it 

2 obtained a benefit from a contrary assertion. 

3 It is worth noting that NPCC intervened in this proceeding on Sept. 13, 1996, and was 

4 represented in this case by attorney Brooks Harlow of the law firm Miller Nash since at least Jan. 

5 26, 1998. Mr. Harlow, an experienced telecommunications lawyer and PUC practitioner, 

6 continued to represent NPCC in this case tlu·ough its conclusion in 2007, and executed the 

7 stipulation on behalf ofNPCC. Mr. Harlow's failure to raise the issue of additional refunds 

8 during the remand proceeding in 2006-07 was presumably not due to oversight, but rather was 

9 based on his thorough understanding of the Commission's prior orders in this case and the fact 

10 that Qwest had already fulfilled its refund obligation. 3 

11 B. Subsequent Changes in Qwest's Ratemaking Treatment. 

12 In 1999, while UT 125 was pending, Qwest elected price cap regulation pursuant to ORS 

13 759.400 et seq. Order No. 01-810 at 3. This meant that Qwest was no longer "subject to any 

14 other retail rate regulation, including but not limited to any form of earnings-based, rate-based or 

15 rate ofreturn regulation." ORS 759.410(2). The rates established in this docket became the 

16 maximum rates Qwest could charge under ORS 759.410. ORS 759.415(1). 

17 After being subject to price cap regulation for several years, Qwest applied for, and in 

18 2008 the Commission approved, a price plan pursuant to ORS 759.255. Docket UM 1354; Order 

19 No. 08-408. The price plan established other price caps and provided Qwest with additional 

20 pricing flexibility. Qwest continues to operate under the price plan the Commission approved 

21 almost nine years ago. 

22 

23 
3 Mr. Harlow also represented NPCC in a declaratory rnling/complaint proceeding against Qwest 

24 seeking refunds for NPCC's members (Docket DR 26/UC 600, discussed below) from its inception on 
May 14, 2001 until July 22, 2009, when Frank Patrick, NPCC's current attorney, replaced him. In 

25 addition to representing NPCC in Docket DR 26/UC 600 from July 2009 through the present, Mr. Patrick 
also filed four lawsuits against Qwest between 2009 and 2013 seeking refunds (discussed below), and 

26 filed the Motions in 2017. 
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1 Based upon these two changes in the ratemaking law applicable to Qwest, Qwest is no 

2 longer subject to the type of ratemaking treatment the Commission applied in this docket. 

3 Accordingly, it is no longer relevant to unde1take fmther proceedings in this docket. 

4 

5 

C. NPCC Filed Five Other Proceedings Seeking Refunds, Including Four Lawsuits. 

1. Commission Docket DR 26/UC 600 (NPCC I). 

6 NPCC already sought refunds from Qwest in Docket DR 26/UC 600 ("NPCC I"), based 

7 upon the FCC's Waiver Order. 4 The Commission denied NPCC's claim in 2011 (Order No. 11-

8 504), and the Oregon Court of Appeals affirmed the Commission's decision in 2016. Northwest 

9 Public Communications Council v. Qwest Corporation, 279 Or. App. 626, 379 P.3d 633 (2016); 

10 reconsideration den 'd (March 9, 2017). 

11 Signficantly, NPCC sought to advance the same claims in NPCC I that it now seeks to 

12 pursue in the Motions in this proceeding, and the Commission rebuffed those attempts. First, in 

13 2009, NPCC sought to amend its complaint in NPCC I to add these same claims. The 

14 Commission denied those amendments to the complaint (Order No. 10-027) and the Court of 

15 Appeals affirmed that decision. 279 Or. App. at 646. Second, on Jan. 27, 2010, NPCC filed a 

16 Motion To Enforce Orders, which also sought to have the Commission adjudicate these claims; 

17 NPCC ultimately withdrew that motion. 5 

18 2. NPCC filed, and lost, four separate lawsuits against Qwest seeking refunds. 

19 NPCC also filed four separate lawsuits seeking the same relief it now seeks in the 

20 Motions. The federal district comt dismissed each of those four lawsuits, and two of the 

21 dismissals have, to date, been affirmed (NPCC did not appeal one judgment and one appeal is 

22 still pending). These cases merit some discussion as they would form part of the basis for 

23 Qwest' s motion to dismiss any fu1ther proceeding brought by NPCC before the Commission. 

24 

25 
4 In re Payphone Docket, Order, 12 F.C.C. Red. 21370 (1997) (the "Waiver Order"). 

26 5 Transcript of Feb. 4, 2010 Telephone Prehearing Conference, Docket DR 26/UC 600, at 16-17. 
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1 a. NPCC's 2009 federal court lawsuit (NPCC II). 

2 NPCC filed The Northwest Public Communications Council et al., v. Qwest Corporation, 

3 et al., 2010 WL 4260341 (D. Or. 2010), aff'd, 538 Fed. Appx. 822 (9th Cir. 2013) ("NPCC If'), 

4 in November 2009, after suffering a number of adverse rulings from the Commission in NPCC I. 

5 NPCC sought the same relief in NPCC JI as in NPCC I, on the same grounds, and also asserted a 

6 number of additional claims under state law, including the claims contained in the Motions. The 

7 district comt granted Qwest's motion to dismiss the complaint because it concluded that NPCC's 

8 federal-law claims were barred by the statute of limitations. Having dismissed the federal-law 

9 claims, the comt declined to exercise supplemental jurisdiction over the state-law claims and did 

10 not reach the nnmerous other bases for dismissal urged by Qwest. NPCC appealed the final 

11 jndgment to the Comt of Appeals for the Ninth Circuit, which affomed. 

12 b. NPCC's 2010 federal court lawsuit (NPCC III). 

13 NPCC filed a second federal court lawsuit against Qwest and the Commission in federal 

l4 comt in June 2010, also following adverse rulings by the Commission inNPCC I. The 

15 Northwest Public Communications Council et al., v. Oregon Public Utility Commission et al., 

16 805 F. Supp. 2d 1058 (D. Or. 2011) ("NPCC II!'). NPCC asked the court to review the 

17 Commission's orders inNPCC I denying NPCC's motions to add claims such as those presented 

18 in the Motions. Qwest and the Commission moved to dismiss NPCC III on a number of 

19 grounds. The court dismissed NPCC III in July 2011, and NPCC did not appeal that decision. 

20 c. NPCC's 2011 federal court lawsuit (NPCC IV). 

21 NPCC filed yet a third lawsuit against Qwest on December 16, 2011, the day after the 

22 Commission issued its final order in NPCC I. State of Oregon, ex rel. Northwest Public 

23 Communications Council v. Qwest Corp., 877 F. Supp .2d 1004 (D. Or. 2012), ajf'd 563 Fed. 

24 Appx. 547 (9th Cir. 2014) ("NPCC IV"). mNPCC IV, NPCC pmported to act on behalf of the 

25 State of Oregon to enforce the same Commission orders NPCC seeks to enforce in this case, 

26 which NPCC claimed required Qwest to make additional refunds to payphone service providers, 
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1 ("PSPs") like NPCC's members. The court granted Qwest's motion to dismiss, on the principal 

2 basis that NPCC does not have authority to bring an action to enforce the Commission's orders. 

3 The Ninth Circuit affirmed the district court's decision. 

4 d. NPCC's 2013 federal court lawsuit (NPCC V). 

5 NPCC filed its fomth separate lawsuit against Qwest on Nov. 15, 2013. Communication 

6 Management Services, LLC, et al. v. Qwest C01poration, 67 F. Supp.3d 1159 (D. Or. 2014), 

7 appeal pending ("NPCC //"). The claims inNPCC // included: (1) all of the claims the 

8 Commission addressed in NPCC I and the comt addressed in NPCC II, based generally on 

9 federal law and the FCC's Payphone Orders and the Waiver Order in patticular; and (2) the same 

10 claims that the court addressed in NPCC IV and that NPCC seeks tci relitigate in the Motions, 

11 seeking refunds based on the Commission's orders issued in this docket and state law. 

12 The district court dismissed NPCC's complaint in its entirety, deciding that 11 of the 

13 claims were ban-ed by the applicable statutes of limitation, one claim was barred under the 

14 doctrines of claim preclusion and issue preclusion by the final judgments in the other cases, and 

15 that NPCC failed to state claims upon which relief may be granted. Each of these grounds ( and 

16 others) bar NPCC's effo1t to relitigate these claims before the Commission. 

III. ARGUMENT 17 

18 

19 

A. The Commission Should Deny NPCC's Motion for an Order to Show Cause. 

1. The motion is procedurally improper. 

20 NPCC filed its motion for an order to show cause "[p ]ursuant to ORS 756.040." Motions 

21 at 1. However, ORS 756.040 simply sets fmth the "general powers" of the Commission; it does 

22 not authorize any type of proceeding, let alone a motion for order to show cause. 

23 Under the Commission's rules, motions "are requests seeking a ruling in a Commission 

24 proceeding ... such as a motion to dismiss." OAR 860-001-0390(2). However, there is no 

25 proceeding pending in this docket, and there are no issues pending that require a ruling. All 

26 
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1 proceedings in this docket conclnded in 2007 and the Commission has formally closed this 

2 docket. A motion is not the proper vehicle to initiate a proceeding. Rather, a "pleading," such as 

3 a complaint, is used to initiate a proceeding. OAR 860-001-0390(1). 

4 Even if any matter were currently pending in this case, the claims NPCC now wishes to 

5 asse1t go far beyond the subject matter of this docket. NPCC asserts that the Commission should 

6 "issue an order requiring Qwest ... to show cause why it is not in violation of Order Nos. 96-107, 

7 00-190, 00-191, 06-515, and 07-797, the Telecommunications Act of 1996, and state law." 

8 Motions at 1. Only some of the referenced orders were issued in this proceeding. Moreover, this 

9 proceeding was a general rate case under ORS 759.180. It did not address any alleged violations 

JO of the Telecommunications Act of 1996 or state law (NPCC does not even specify which 

11 provisions of the Telecommunications Act or state law Qwest allegedly violated). Just like 

12 NPCC tried to do with its proposed Second Amended Complaint in Docket DR 26/UC 600 (see 

13 Order No. 10-027), NPCC now seeks to radically expand the scope of this proceeding, which has 

14 been-closed and inactive for over nine years, simply by filing a motion. This NPCC may not do. 

15 IfNPCC wants the Commission to consider its claims (the same claims that have already been 

16 rejected by the federal comts), then NPCC must file a complaint asking the Commission to 

17 initiate a new proceeding.6 

18 ORS 756.500 authorizes any person to "file a complaint" before the Commission "against 

19 any person whose business or activities are regulated by some one or more of the statutes, 

20 jurisdiction for the enforcement or regulation of which is conferred upon the commission." ORS 

21 756.500(1). ORS 756.500(3) requires the complaint to state all grounds on which the 

22 complainant seeks relief. Pleadings are subject to the ce1tification in ORCP l 7C. OAR 860-

23 001-0400(1). ORS 756.512 provides the defendant an opportunity to respond to the complaint. 

24 

25 

26 

PAGE 

6 To avoid any doubt, Qwest does not think NPCC should be encouraged to file a new complaint 
to assert the meritless claims NPCC has already litigated. Qwest's point is that the Motions are an 
improper way to present these new claims. 
11- QWEST'S RESPONSE TO NPCC'S MOTIONS Perkins Coie LLP 

13141-0126/LEGAL134350176.3 

1120 N.W. Couch Street, Tenth Floor 
P01iland, OR 97209-4128 

Phone: 503.727.2000 
Fax: 503.727.2222 

740 



1 A defendant may also file a motion to dismiss the complaint. OAR 860-001-0390(2). ORS 

2 756.518 - 7 56.610 establish the applicable hearing procedures including, among other things, 

3 discovery, the right to present evidence, and resolution by an order containing findings of fact 

4 and conclusions of law that is subject to judicial review. 

5 The Coml)1ission's rules implement the statutory procedures for complaints. Specifically, 

6 a "pleading," such as a complaint, is "used to address formal requests to initiate a proceeding .... " 

7 OAR 860-001-0390. That is precisely what NPCC is improperly seeking with its Motions, the 

8 initiation of a proceeding. 

9 The procedural flaws with the Motions are not simply matters of fmm; they also affect 

10 Qwest's substantive rights to defend the claims NPCC wants to make. First, Qwest is entitled to 

11 a clear statement of the new claims that NPCC wishes to make. OAR 860-001-0400(2)(c). 

12 Second, Qwest is entitled to file a response, including answering the material allegations and 

13 asserting all affomative defenses. OAR 860-001-0400(3)(c). As stated above, prior to 

14 defending NPCC's claims on the merits, Qwest would asse1t a number of procedural defenses to 

15 NPCC's claims. These include, among other things: (1) the claims are barred by issue 

16 preclusion, claim preclusion and waiver, having already been litigated by NPCC in five other 

17 cases, and by NPCC's not raising them earlier in this case; (2) the claims are barred by the 

18 statute of limitations or !aches, having accrued more than 10 years ago; (3) NPCC does not have 

19 a right of action to bring the claims or to seek relief; and ( 4) the Commission lacks subject-

20 matter jurisdiction over the claims. Qwest will also asse1t other defenses, including that NPCC 

21 is judicially estopped by its 2006 stipulation in this docket from asse1ting that Qwest's rates do 

22 not comply with federal law and the remand order in the Rate Case Appeal, and the claims 

23 should be dismissed based on intervening changes in Qwest' s ratemaking treatment. Qwest 

24 would have the right to asseii these and other defenses in response to a complaint; it is not clear, 

25 however, how those matters would be raised in response to a "motion." 

26 
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Third, Qwest has the right to present evidence and to have a decision based on an 

,2 evidentiary record; such rights are not necessarily provided in the context of responding to a 

3 motion for an order to show cause. In contrast to complaints, the Commission decides motions 

4 based only upon the motion and a response. OAR 860-001-0420. Indeed, the Commission 

5 typically grants motions for an order to show cause in summary fashion, usually based upon a 

6 Staff recommendation, as it did in the three cases NPCC cites (Motions at 25-26). The 

7 Commission has issued orders to show cause based simply on one party's argument and without 

8 even providing the respondent an oppo1tunity to respond, let alone to create an evidentiary 

9 record. Moreover, orders to show cause are used to address live issues in an active, pending 

IO docket. 

11 Indeed, the context of a motion for an order to show cause, at least by its name, carries 

12 the risk of shifting the burden of proof from the moving party to the responding party; however, 

13 in this case, NPCC must have the burden to prove that Qwest violated orders and statutes and is 

14 somehow required to make additional refimds as NPCC claims. NPCC should not be permitted 

15 to raise new claims by filing Motions in a case that has been closed for over nine years, 

16 patticularly where motions lack the procedural safeguards that would exist in a complaint 

17 proceeding. 

18 

19 

20 

21 

22 

23 

24 

25 

26 

2. There is no basis for NPCC's assertion that Qwest owes additional refunds 
under the Commission's orders. 

As discussed above, the Commission should not address the merits ofNPCC's claim that 

Qwest owes additional refunds to PSPs under the Commission's prior orders unless and until 

NPCC files a complaint stating such a claim and the complaint withstands a motion to dismiss 

based on various grounds. Nevertheless, so the Commission can understand the ultimate futility 

of such a complaint, Qwest will briefly explain why NPCC's assertion that Qwest owes 

additional refunds is based on a plainly incmrnct inte1pretation of those orders. 
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NPCC asserts that the Commission ordered Qwest to make refunds based upon the 

difference between the rates Qwest charged while this rate case was pending and the final rates 

the Commission approved in 2007: 

Qwest's PAL and CustomNet rates were interim and subject to 
refund until final rates were set in this docket, UT 125. The 
Commission set final rates for PAL and CustomNet in Order No. 
07-497, effectively concluding the rate-setting phase of UT 125 
and replacing the interim rates with final rates. Because the final 
rates are lower than the interim rates, Qwest is "subject to refund" 
the difference. To comply with Order No. 96-107, Qwest was 
required to refund the difference between the final rates and the 
interim rates. 

Motions at 23-24. While NPCC acknowledges (at 8) that Qwest refimded over $272 million in 

2000, NPCC's position is that was only a partial refund and that Qwest was required to make 

"additional refunds" once rates were finally set in this rate case. Motions at 20. 

NPCC's argument is based on its assertions that: (1) the refund Qwest made in 2000 was 

based on the difference between the rates Qwest charged for specific services from the time the 

rate case conunenced and the rates for those services the Commission established in the rate 

case; and (2) Qwest was required to make additional refunds to the extent rates were revised later 

in this docket. For example, NPCC states: "Those refunds were allocated among ratepayers 

based on an interim rate design that was later adopted as the final rate design in Order No. 01-

810." Motions at 22. 

NPCC is wrong on both counts. First, the refund was never based on rates for specific 

services established in this case at any time. Indeed, the refund was made at the conclusion of 

the revenue requirement phase of the case before any rates were changed in the rate design 

phase. The refunds the Commission required Qwest to make were never intended to bear any 

relationship to the rates the Commission established for specific services. Rather, they were 

intended to return money to customers regardless of whether the rates those customers paid were 

decreased, increased or stayed the same as a result of the rate case. Second, the refund the 
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I Commission required was, in the Commission's own words, a "one-time refuria" which Qwest 

2 would make as a "one time, lump sum credit on customers' bills." Order No. 00-190 at 3. The 

3 refund was not to be trued-up or supplemented after the rate case was concluded, as NPCC 

4 contends. Qwest made the complete refund in 2000, and is not required to make any additional 

5 refunds under the Commission's orders. 

6 Understanding the full impact of the Commission's revenue requirement orders in this 

7 case helps put the "one-time refund" in its proper context and show why NPCC's claim is based 

8 on a mischaracterization of the Commission's orders and is completely unfounded. As NPCC 

9 notes, the Commission bifurcated this case into a revenue requirement phase and a rate design 

IO phase. At the conclusion of the revenue requirement phase, the Commission originally ordered 

11 Qwest to reduce its revenue requirement by approximately $97 million per year. Order No. 00-

12 190 at 1. Under the Commission's original revenue requirement order, Order No. 97-171, this 

13 reduction in revenue requirement would have been implemented both as a refund at that annual 

14 rate (plus interest) until such time as pe1manent rates were established in the rate design phase 

15 and, on a going-forward basis, in permanent rates. Order No. 00-190 at I. 

16 Qwest appealed the Commission's original revenue requirement order, which was 

17 reversed by the Marion County Circuit Comt. Id. While a further appeal was pending, Qwest 

18 and Commission Staff reached a settlement of the revenue requirement issues, which the 

19 Commission approved in 2000. The settlement provided for two different revenue requirements: 

20 the revenue requirement reduction for the refund period would be at the rate of $53 million per 

21 year, and the revenue requirement reduction for the going-f01ward period would be at the annual 

22 rate of $63 million. Id. at 10. In order to implement the first pait of this settlement, Qwest was 

23 required to make a "one-time refund" at the rate of $53 million per year (plus interest) sho1tly 

24 after the Commission approved the settlement. Id. Since the refund period spanned more than 

25 four years (from May I, 1996 through September 2000), the refund was in excess of$283 

26 
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million. Id at 3; supra, fn. 2. Note that this refund was made before the rate design phase of this 

case commenced, so the amount of the refund for any customer could not possibly bear any 

relationship to the rates the Commission established later in this proceeding. 

The agreed-upon $63 million per-year revenue reduction following the refund period was 

implemented in two ways. First, Qwest was required to issue temporary bill credits from the 

date of the refund until the rate design phase was concluded that would have a total revenue 

impact of $63 million per year. Id at 10. The Commission described the purpose of the 

temporary bill credits and distinguished it from the refund: 

The refund is a separate item from the temporary bill credits. The 
refund is a return of revenues collected from customers, made in 
settlement of potential liability to make refunds at some future 
date. The bill credits reflect a reduction going forward in revenue 
requirement pending conclusion of the rate design portion of this 
docket. 

Id. at 4. 7 Second, once rates were set, the $63 million per-year revenue reduction would be 

permanently implemented in the ongoing rate structure. Id. at 10. 

Thus, seen in its proper context, the refund the Commission ordered was to be made "one 

time" and as a "lump sum credit on customers' bills." Qwest discharged its obligation to make a 

refund under the Orders when it refunded over $283 million to customers, under the 

Conunission's supervision, in 2000. Qwest was not required to supplement the refund after final 

rates were established. Indeed, as the Commission stated, the refund amount was agreed upon 

"in settlement of potential liability to make refunds at some future date," negating NPCC 's 

argument that an additional refund would be required at a future date. Indeed, given the full 

implementation of the revenue reduction through a refund, temporary rate credits, and final rates, 

if Qwest were required to make any additional refund now, that would require Qwest to reduce 

7 NPCC's confusion regarding the Commission's refund order is prutially displayed in the 
following statement in the Motions:. "The refund was distributed among ratepayers, including PSPs, 
based on an interim rate design implemented by the Commission in the form of tempora1y bill credits." 
Motions at 8-9. NPCC misunderstands the difference between the refund and the temporaty bill credits 
ordered by the Commission, among other things. 
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1 its revenues more than the Commission required. NPCC's theory that Qwest is required to issue 

2 additional refunds following the conclusion of this rate case is NPCC's own invention, and 

3 entirely unsuppo1ted by the Commission orders NPCC purp01ts to enforce. 

4 One example helps illustrate these points. For purposes of the refund, the Commission 

5 established five groups of retail services. Order No. 00-191 at 165. Customers subscribing to 

6 services in each group were to receive the same one-time refund based on a ratio. The refund to 

7 residential customers was based on a ratio of 1.00. Id That meant that each residential customer 

8 received a refund in the amount of $123 .92 per line. 8 However, the rate for basic residential 

9 service was never lowered in this case. The rate for basic residential service at the time the 

10 refund was made was the same rate that Qwest charged since the begimiing of the rate case, 

11 $12.80 per month. Id The rate for basic residential service following the completion of the rate 

12 design phase was $12.80 per month in Rate Group One, and higher in Rate Groups Two and 

13 Three. Order No. 01-810 at 57, 63. Regardless of the fact that the rate for residential service 

14 was not reduced at any time in this rate case, residential customers still received a large refund 

15 (equivalent to almost 10 months' w01th of free service). Moreover, they received the entire 

16 amount of the refund so long as they were a customer for 60 days prior to the date of the refund. 

17 Order No. 00-190 at 20. (They also received the temporary bill credit in the amount of $2.47 per 

18 month. Order No. 00-190 at 4.) 

19 This shows that the refund the Commission required was not based on a reduction in the 

20 rate for any particular service. The refund also bore no relationship to the amount customers 

21 paid for a service since all customers in the group received the exact same refund whether they 

22 subscribed to the service for 60 days or the full four and one-half years since the rate case was 

23 commenced. Thus, NPCC's assertions that (1) the refund was based on the difference between 

24 the rates charged while the rate case was pending and the final rates set by the Commission and 

25 

26 8 http://www.puc.state.or.us/Pages/news/2000/2000044.aspx. 
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(2) the refund would need to be trued up for final rates established by the Commission, are 

2 simply fantasies ofNPCC's own invention. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

B. The Commission Should Deny NPCC's Alternative Motion to Amend Order 
No. 07-497. 

1. The motion is procedurally improper. 

NPCC's alternative motion to "amend" Order No. 07-497 suffers from many of the same 

procedural infirmities discussed above, but in a more pronounced way. NPCC asks the 
. 

Commission to "clarify Order No. 07-497 by amending it to expressly require Qwest to issue 

refunds for any excess revenue it collected under rates that failed to comply with Order Nos. 96-

107, 00-190, 00-191, 06-515, and 07-497, the Telecommunications Act of 1996, and state law, 

less any refunds previously paid." Motions at 30. 

As discussed above, neither NPCC nor any other party ever asse1ted in this case that 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Qwest was required to make additional refunds after the Commission established final rates for 

payphone services following the Court of Appeals remand. To the contrary, NPCC stipulated at 

the time that the proposed resolution of this case complied with all federal requirements and 

satisfied the Court of Appeals' remand. To suggest that the Commission could simply "clarify" 

an order to require relief that has never been requested or required in the proceeding, and that 

directly contradicts a patty's earlier stipulation, is nothing less than outrageous. While the 

Commission has authority to amend its orders under ORS 756.598, it cannot exercise that 

authority in this case, to require refunds based on claims that have never been made, let alone 

decided. 

Moreover, the claims that NPCC wishes to assett are vague. For example, NPCC does 

not even specify in its Motions what provisions of"the Telecommunications Act of 1996, and 

state law" allegedly require such additional refunds, and why. 

Among other things, NPCC cites to the FCC's 2013 so-called "Refund Order" (In the 

Matter of Implementation of the Pay Telephone Reclassification and Compensation Provisions of 
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l the Telecommunications Act of 1996, CC Docket No. 96-128, 28 FCC Red. 2615 (Feb. 20, 

2 2013)) as providing the basis for a refund. Motions at 27. However, as the FCC made clear, 

3 refunds are not required by federal law, and whether a refund may be claimed under state law 

4 depends upon state law and the procedural posture of a given claim. "We recognize that each 

5 individual proceeding involves its own unique set of facts, procedural postures, and relevant state 

6 and federal statutes. With regard to similar proceedings and consistent with our previous 

7 direction to the states regarding their administration of intrastate payphone rates pursuant to 

8 section 276, we therefore leave to the states the responsibility for deciding whether refunds are 

9 appropriate." Id. at 2640. 9 

10 In order for a state to adjudicate any such claim, the claimant must identify the state 

11 statutes that it relies upon, and any such claim is also subject to the substantive and procedural 
/ 

12 defenses that are available. Indeed, this is what NPCC tried and failed to do in its four lawsuits. 

13 NPCC cannot be allowed to make a motion to amend an order based on claims that are vaguely 

14 stated and have never been pied, let alone decided, in this proceeding. NPCC must file a 

15 complaint specifying the bases of its claims before Qwest can even be required to respond to 

16 snch vague charges. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

PAGE 

2. There is no basis for the Commission to amend Order No. 07-497 to require 
refunds. 

NPCC's alternative motion is largely based upon the same e1TOneous characterization of 

the Commission's prior orders in this docket that infect and doom its primary motion. That is, 

the Commission's prior orders did not require a refund based upon the difference between 

interim rates and final rates for specific services. NPCC's citation to other orders does not 

improve its case. 

9 NPCC also blatantly mischaracterizes a discussion in the FCC's order when it states, without 
citation: "The Indiana Commission, like Oregon's Commission, found that the telecommunications 
companies' 'payphone tariffs should only be approved on an interim basis, retroactive to April 15, 1997, 
and subject to refund pending further review."' Motions at 15 (emphasis added). This Commission has 
never made any such ruling. 
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1 NPCC's reliance on Order No. 06-515 reflects NPCC's misunderstanding or disto1tion of 

2 that order. By the time the Court of Appeals issued its decision in the Rate Case Appeal, the 

3 Commission had already approved final rates in this case and Qwest had already implemented 

4 those rates, reducing its revenue by approximately $63 million per year. The Court of Appeals' 

5 remand order ultimately meant that Qwest would be required to reduce its prospective payphone 

6 service rates even fmther than already ordered in this case, which resulted in an additional 

7 reduction of approximately $1 million in revenue per year going forward. Order No. 06-515 at 

8 3. The request Qwest made of the Commission that led to Order No. 06-515 was that Qwest be 

9 allowed to raise the rate for one other service on a prospective basis to offset this additional 

10 revenue reduction. Id. (identifying the issue as "whether Qwest may raise any customer rates to 

11 offset reduced revenues resulting from a Commission decision approving lower payphone 

12 service rates.") As the Comt of Appeals itself noted, and the Commission well knows, when the 

13 Commission engages in rate design, "reducing the rates for one service is likely to require raising 

14 the rates for another." 196 Or. App. at 96. Qwest's proposal to rebalance prospective rates in 

15 the remand was the only issue addressed in Order 06-515. Contrary to NPCC's argument, 

16 neither Qwest's request nor the Commission's decision had anything to do with whether Qwest 

17 would be required to make additional (retroactive) refunds as a result of the remand. NPCC's 

18 reliance on Order No. 06-515 adds nothing to its argument other than confusion. 

19 Likewise, there is nothing in Order No. 07-497 that requires Qwest to make additional 

20 refunds. That order concluded the rate case, adopting a stipulation among Qwest, Staff and 

21 NPCC that the rates Qwest filed and had been charging since 2003 satisfied all federal 

22 requirements. At no time during that remand proceeding did NPCC, Staff or any other patty 

23 request or even suggest that Qwest would be required to make additional refunds following the 

24 Commission's approval of those final payphone service rates. To the contrary, NPCC stipulated 

25 at the time that the proposed resolution of this case complied with all federal requirements and 

26 
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1 satisfied the Comt of Appeals remand. NPCC is judicially estopped to assert otherwise, and has 

2 waived any claim for additional refunds by not raising it in a timely manner. 

3 NPCC's counsel at that time, Brooks Harlow, who had been actively involved in this rate 

4 case since its inception, likely understood that Qwest was not required to make any additional 

5 refunds and, therefore, did not identify this as an issue for the remand proceeding. It has only 

6 been since NPCC retained new counsel in 2009, who initiated a frenzy of meritless litigation, 

7 that any patty has asserted that Qwest owes refunds in addition to the over $283 million Qwest 

8 refunded in 2000. Although NPCC did not have a valid claim for additional refunds, if it did 

9 have such a claim, the time for NPCC to raise it was in 2006-07, during the remand proceeding, 

1 O not 10 years later. 

11 The alternative motion is both procedurally improper and substantively unfounded and 

12 should be denied. 

IV. CONCLUSION 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

For the foregoing reasons, the Commission should deny NPCC's Motions. 

DATED: March24,2017 
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By: sf Lawrence H. Reichman 
Lawrence H. Reichman, OSB No. 860836 
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JAN 2 6 2017 

Public UtHity Commission f 0 
Administratwe Hearings oo,· . r~gon 

v1sron 

BEFORE THE PUBLIC UTILITY COMMISSION OF OREGON 

UT 125 

In the Matter of: 

QWEST CORPORATION, flrn U.S. WEST 
COMMUNICATIONS, INC. 

MOTIONS 

NORTHWEST PUBLIC 
COMMUNICATION 

COUNCIL'S MOTIONS FORAN 
ORDER TO SHOW CAUSE OR, 

IN THE ALTERNATIVE, TO 
CLARIFY ORDER NO. 07-497 

Pursuant to ORS 756.040, Nmthwest Public Communication Council ("NPCC") 

moves the Public Utility Commission (the "Commission") to issue an order requiring Qwest 

Corporation ("Qwest") to show cause why it is not in violation of Orders Nos. 96-107, 00-

190, 00-191, 06-515, and 07-497, the Telecommunication Act of 1996, and state law. 

In the alternative, pursuant to ORS 756.568, NPCC moves the Commission to clarify 

Order No. 07-497 by amending it to expressly require Qwest to issue refunds for any excess 

revenue it collected under rates that failed to comply with Orders Nos. 96-107, 00-190, 00-

191, 06-515, and 07-497, the Telecommunication Act of 1996, and state law, less any 

refund_s previously paid. 1 

INTRODUCTION 

The Commission opened this docket in 1995 to set rates for Qwest' s 

telecommunication services, including the company's public access lines ("PAL") and fraud 

protection services ("CustomNet"). The Commission established the final rates for PAL and 

26 1 NPCC confe1Ted by telephone with counsel for Qwest regarding these motions on 

Page 

January 25, 2017. Qwest opposes the motions. 
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1 CustomNet in 2007. Before 2007, during the pendency of this docket, Qwest charged and 

2 collected PAL and CustomNet interim rates that were not final and were subject to refund. 

3 The rates Qwest charged and collected for PAL and CustomNet services beginning in 1996 

4 were substantially higher than the final rates the Commission adopted in 2007. To NPCC's 

5 knowledge, however, Qwest has never issued complete refunds to its customers for the 

6 overpayments they made between 1996 and at least 2003 or otherwise. 

7 The Commission is vested with the responsibility to "protect * * * customers, and the 

8 public generally, from unjust and umeasonable exactions and practices." ORS 756.040(1). 

9 Consistent with this responsibility, and pursuant to its authority in ORS 756.040(2), NPCC 

10 respectfully requests the Commission to issue an order directing Qwest to show cause why it 

11 is not in violation of the Commission's orders in this docket, the Telecommunications Act of 

12 1996, and state law. In the alternative, pursuant to ORS 756.568, the Commission should 

13 clarify Order No. 07-497 by amending it to expressly require Qwest to issue refunds for any 

14 excess revenue it collected under rates that failed to comply with Orders Nos. 96-107, 00-

15 190, 00-191, 06-515, and 07-497, the Telecommunication Act of 1996, and state law, less 

16 any refunds previously paid. 

17 BACKGROUND 

18 This motion concerns rates Qwest charged for payphone services during the rate-

19 setting po1tion of this docket. NPCC represents a group of independent payphone service 

20 providers ("PSPs"). Some of the PSPs use Qwest's PAL and CtimstonNet services and pay 

21 Qwest rates determined by the Commission. The following background: (1) summarizes the 

22 federal regulatory framework for rates for payphone services, § I; (2) summarizes the 

23 procedural history of this docket, § II; (3) summarizes a 2013 FCC order relevant to this 

24 docket, § III; and (4) summarizes ancillary proceedings before the Commission,§ IV. 

25 

26 
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I. The Telecommunications Act of 1996 and the New Services Test. 

A. The Telecommunications Act of 1996. 

"Since the mid- l 980s, independent payphone providers have competed with Bell 

Operating Companies ['BOCs'] in the consumer payphone, market. At first, Bell Operating 

Companies had a built-in advantage. In addition to operating some payphones, Bell 

Operating Companies owned the local phone lines that provide service to all payphones. An 

independent payphone provider was thus 'both a competitor and a customer' of the local Bell 

Operating Company." Nw. Pub, Commc 'ns Council v, Qwest C01p,, 279 Or. App. 626; 629 

(2016) (quoting Ill. Pub, Telecommunications Ass'n, v. Fed, Commc'ns Comm 'n, 752 F,3d 

1018, 1020 (D.C. Cir. 2014)). 

In 1996, Congress passed the Telecommunications Act ("TCA"), the first major 

overhaul of telecommunications law in more than 60 years. Among its provisions, Section 

276 of the TCA prohibits BOCs, such as Qwest, from discriminating against independent 

PSPs by subsidizing their payphone services from their local exchange services, 47 U.S.C. 

§ 276(a), Congress included this section "to promote more competitive market conditions" 

for payphone services. Davel Commc'ns, Inc, v, Qwest C01p,, 460 F.3d 1075, 1080 (9th Cir. 

2006). The TCA required the Federal Communications Commission ("FCC") to develop 

regulations to effectuate Section 276. 47 U.S.C. § 276(6). 

Section 276 expressly preempts state law: "To the extent that any State requirements 

are inconsistent with the [FCC's] regulations, the Commission's regulations on such matters 

shall preempt such State requirements." Id, § 276(c), 

B. The New Services Test. 

In 1996, the FCC issued two initial orders (the "Payphone Orders") to carry out the 

TCA's instmctions. In re Implementation of the Pay Telephone Reclassification and 

Compensation Provisions of the Telecommunications Act of 1996, Report and Order, 11 FCC 

Red. 20,541 (Sept, 20, 1996)("First Payphone Order"); In re Implementation of the Pay 
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1 Telephone Reclassification and Compensation Provisions of the Telecommunications Act of 

2 1996, Order on Reconsideration, 11 FCC Red. 21,233 (Nov. 8, 1996) ("Order on Recons."). 

3 In the Payphone Orders, the FCC "dfrected the state regulatory commissions to review the 

4 tariffs for compliance with Sect(on 276 based on a pricing standard known as the 'new 

5 services test."'2 Ill. Pub. Telecommunications Ass 'n v. Fed. Communc'ns Comm 'n, 572 F.3d 

6 1018, 1021 (D.D.C. 2014). 

7 The new services test ("NST") requires local exchange carriers such as Qwest to set 

8 rates for payphone services based on the actual cost of providing the service plus a 

9 reasonable amount for overhead. Davel Communications, 460 F.3d at 1081; Order on 

10 Recons. 1163. The FCC required the carriers to submitNST-compliant intrastate rates to 

11 state utility commissions, which were required to review the rates for NST-compliance and 

12 approve the rates as NST compliant. Id. The FCC further required carriers to file the new 

13 tariffs for both payphone services and unbundled network features by January 15, 1997, with 

14 an effective date of April 15, 1997. Order on Recons. 1163. 

15 C. The Waiver Order. 

16 In early April 1997, just before the BO Cs' new NST-compliant rates were required to 

17 go into effect, the FCC found that the BOCs were "not in full compliance with the [FCC's] 

18 federal tariffing requirements for unbundled features and functions under the" Payphone 

19 Orders. In the Matter of Implementation of the Pay Telephone Reclassification and 

20 Compensation Provision of the Telecommunications Act of I 996, Order, DA 97-678, 13 FCC 

21 Red. 1778 (April 4, 1997) (the "Clarification Order"). The FCC issued the Clarification 

22 Order to clarify that both interstate and intrastate rates for unbundled features and functions 

23 must be NST-compliant. Clarification Order 1 2 ("Tariffs for payphone services, including 

24 

25 

26 

2 The new services test in final form had already been in use by the FCC for other 
telecommunications services for five years. See Amendment of Part 69 of the Commission's 
Rules Relatingto the Creation of Access Charge Subelements for Open Network Architecture, 
CC Docket No. 89-79, Report and Order & Order on Further Reconsideration & 
Supplemental Notice of Proposed Rulemaking, 6 FCC Red 4524 (1991). 
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1 unbundled features and functions filed with the states, pursuant to the Payphone 

2 Reclassification Proceeding, must be cost-based, consistent With Section 276, 

3 nondiscriminatory, and consistent with Computer III tariffing guidelines."). In response to 

4 the Clarification Order, the BOCs, including Qwest, requested a waiver of the April 15, 1997 

5 effective date for NST-compliance so that they could submit new NST-compliant rates along 

6 with the required cost data. 3 

7 On April 15, 1997, the FCC granted the BOCs "a limited waiver until May 19, 1997 

8 to file intrastate tariffs for payphone services consistent with the 'new services' test[.]" In re 

9 Implementation of the Pay Telephone Reclassification and Compensation Provisions of the 

IO Telecommunications Act of 1996, Order, DA 97-805, 12 FCC Red. 21,370 ,r 2 (Apr. 15, 

11 1997) ("Waiver Order"). Under the Waiver Order, carriers were granted a shmt extension of 

12 time until May 19, 1997 within which to file NST-compliant rates for payphone services. Id. 

13 ,r 25. In exchange for this waiver, the FCC required carriers to reimburse their ratepayers for 

14 the difference between the rates they charged after April 15, 1997 and until the carriers filed 

15 compliant rates pursuant to the waiver's extension: A can-ier "who seeks to rely on the 

16 waiver granted in the instant Order must reimburse its customers or provide credit from April 

17 15, 1997 in situations where the newly tariffed rates, when effective, are lower than the 

18 existing tariffed rates." Id. 

19 D. The Wisconsin Order. 

20 In 2000, the Common Carrier Bureau ("CCB"), a division of the FCC that issued the 

21 original payphone regulations, issued an order reviewing the rates for payphone services 

22 submitted by four carriers in Wisconsin. In re Wis. Pub. Serv. Comm 'n, Order, DA No. 00-

23 347, 15 FCC Red. 9978 (Mai-ch 2, 2000). A coalition of carriers, including Qwest, applied to 

24 

25 

26 

3 This waiver request also requested that the BOCs be allowed to collect, beginning 
April 15, 1997, the new compensation the FCC required be paid to all payphone owners 
generally referred to as dial around compensation ("DAC''). As the largest owners of 
payphones in the U.S., the BOCs collectively stood to collect tens if not hundreds of millions 
of dollars ofDAC annually. 
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1 the FCC for withdrawal or a stay of the CCB' s order. The coalition argued that the FCC 

2 lacked the authority to set requirements for intrastate payphone rates; that payphone services 

3 should not be subject to the NST at all; and that, even if they were, certain cost determination 

4 requirements should be altered. In 2002, the FCC issued a Memorandum Opinion and Order 

5 rejecting the coalitions' arguments and clarifying the Payphone Orders. In re Wis. Pub. Serv. 

6 Comm 'n Order, Mem. Op. & Order, 17 FCC Red. 2051 (2002) (Jan. 31, 2002) ("Wisconsin 

7 Order"). 

8 The Wisconsin Order contained three important rulings. First, the FCC ruled that it 

9 had the authority to establish requirements for intrastate payphone rates for BOCs.4 Id. ,r 42. 

IO Second, it clarified that BOCs' rates for payphone services must comply with the NST. Id. 

11 ,r,r 46, 68. The Wisconsin Order made clear that "the BOC may not charge more for 

12 payphone line service than is necessary to recover from PSPs all monthly recun'ing direct and 

13 overhead costs incurred by BOCs in providing payphone lines." Id. ,r 60 ( emphasis added). 

14 Third, it established guidelines for calculating various rates and charges under the NST. Id. 

15 ,r,r 45-65, 68. In particular, the FCC required BOCs to calculate intrastate payphone rates· 

16 "using a forward-looking, direct cost methodology." Id. ,r 68. 

17 Collectively, Section 27 6 of the TCA, the Payphone Orders, the Clarification Order, 

18 the Waiver Order, and the Wisconsin Order established that rates for payphone services, both 

19 intrastate and interstate, must comply with the NST, beginning no later than April 15, 1997. 

20 To comply with the NST, a BOCs' rates must include only actual costs plus a reasonable 

21 amount of overhead and those amounts must be determined using a fo1ward-looking, direct 

22 cost methodology. 

23 

24 

25 

26 
4 The FCC clarified that its authority did not reach the rates for payphone services 

provided by all local exchange carriers. Rather, it ruled that Section 276 only reached BO Cs. 
Qwest is a BOC. 
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II. Procedural History. 

A. Termination of the Alternative Form of Regulation. 

In 1991, the Commission adopted an alternative form of regulation ("AFOR") for 

U.S. West Communications, Inc. (henceforth, "Qwest").5 Qwest's rates for each of its 

services, including PAL and CustomNet, were dete1mined under the AFOR. The AFOR 

provided Qwest with pricing flexibility for ce1tain services and the ability to earn a broad 

range of rates of return. Order No. 96-107 at 1. As pait of the AFOR, the Commission 

required Qwest to adhere to technical service quality standards. Id. In the event that Qwest 

failed to meet these standards, the Commission was authorized to terminate the AFOR before 

its expiration. Id. 

Due to service quality problems, the Commission terminated the AFOR effective 

May 1, 1996. Id at 3. Upon te1mination, the Commission ordered that all of Qwest's rates 

were made interim and subject to refund: Qwest's "rates for services [after May 1, 1996] 

shall be considered interim rates subject to refund with interest, at a rate of 11.2 percent." Id. 

Commission staff explained that the rates would remain interim "pending the outcome of the 

company's current rate filing, UT 125." Id, Appendix A at 5. 

B. Qwest submits PAL rates. 

On Jaimary 15, 1997, Qwest submitted an advice to the Commission setting fo!ih 

rates for PAL. Qwest's submission contained two separate PAL rates: Basic PAL and Smart 

PAL. 6 Advice No. 1668. For the Basic PAL rates, Qwest submitted the same existing rates 

that it had been using under the AFOR (and which the Commission had made interim subject 

5 In 2000, U.S. West merged with Qwest Corporation. For the sake of simplicity, all 
references to U.S. West Communications or Qwest in this motion will be to "Qwest." 

6 In the Payphone Orders, the FCC required the BOCs to offer "Smait PAL." First 
Payphone Order ,r 146. This service allows a "dumb" payphone to use central office 
capabilities of the type afforded to payphones owned by the BO Cs. Until the First Payphone 
Order, PSPs had used sma1t phones to connect to the Basic PAL service which provided, 
through the phone, the features Qwest and BOCs could provide to dumb phones through the 
central office. First Payphone Order ,r 143 & n.490. 
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1 to refund in Order 96-107 terminating the AFOR). For the Smati PAL rates, Qwest proposed 

2 rates developed "using the existing price/cost relationship of the basic Pal." Id at 2. 

3 Qwest did not submit new CustomNet rates on January 15, 1997 or at any time until 

4 the Commission began Phase 2, as discussed below. 

5 C. Phase 1 and Orders 00-190 and 00-191. 

6 In 1995, in anticipation of the termination of AFOR, the Commission opened this 

7 docket to, in part, establish final rates for all Qwest's telecommunications services, including 

8 Qwest's PAL and CustomNet rates. The Commission bifurcated the case into two phases: 

9 the revenue requirement phase ("Phase 1 ") and the rate design phase ("Phase 2"). The 

10 Commission began by determining Qwest's revenue requirement in Phase 1. Until Phase 2 

11 was completed, Qwest rates were "interim rates subject to refund with interest."7 Order No. 

12 00-190 at l n.l. 

13 The Commission resolved Phase l in Orders 00-190 and 00-191. Those Orders, 

14 among others things, adopted a modified settlement stipulation reached between Qwest and 

15 Commission staff. See Order No. 00-190, Appendix A ("Modified Stipulation"). Pursuant to 

16 Orders Nos. 00-190 and 00-191, the Commission ordered Qwest to refund between $222.7 

17 million and $272.8 million to its ratepayers. 8 Order No. 00-190 at 3, 20, Appendix A at § 1. 

18 The Commission also ordered Qwest to reduce its revenues by $63 million per yeai· going 

19 f01ward. Order No. 00-190 at 4, Appendix A at 12. The refund was distributed among 

20 ratepayers, including PSPs, based on an interim rate design implemented by the Commission 

21 

22 

23 

24 

25 

26 

7 An appealed interim rate does not become final until "the reviewing court upholds 
the Commission's order." In the Matter of the Application of Portland General Electric 
Company, PUC Docket Nos. DR 10, UE 88, & UM 989, Order 08-487 at 8 (Sept. 9, 2008). 

8 Based on the interim rate design reflected in the temporary bill credits required in 
Order No. 00-190, Qwest paid refunds to PAL ratepayers on all PAL rates that had been in 
effect since May 1, 1996. The interim rate design for PAL was identical to the non-NST
compliant rates later adopted, in Order Nb. 01-810, which were overturned on appeal. Thus, 
even though the PSPs received a refund pursuant to 00-190, that refund failed to account for 
the full difference between the interim rates Qwest charged and the final, lawful rates the 
Commission set in Order No. 07-497. 
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22 

in the fmm of temporary bill credits. Order No. 06-515 at 7-8. Pending the establishment of 

permanent rates in Phase 2, the Commission ordered Qwest to issue its ratepayers bill credits 

to accomplish the ordered revenue reduction of $63 million per year. Order No. 00-190 at 4, 

Appendix A ~ 2(b ). 

Order No. 00-190 and the incorporated Modified Stipulation provided that final, 

permanent rates for Qwest's ratepayers would be determined in Phase 2. Id. Appendix A 

~ 2( a). The Modified Stipulation recognized, however, that an appeal of Orders Nos. 00-190 

and 00-191, or a subsequent order implementing those orders, could alter Qwest's obligation 

to provide refunds and make rate reductions. Id. Appendix A~ 5. Accordingly, the . 

Commission and Qwest stipulated that if Qwest' s refund obligation increased, Qwest was 

entitled to a credit for those refunds already paid: 

The parties further recognize that [Qwest's] obligation to 
refund monies to customers and to reduce its ongoing rates 
may be modified on appeal, either by issuing a judgment 
incmporating or requiring different refunds or rate reductions, 
or by the Court of Appeals refusing to dismiss the Appellate 
Litigation. In the event that an order implementing the terms 
of this Stipulation is reversed or modified on appeal, the parties 
agree that [Qwest] will be entitled to a credit for refunds and 
rate reductions made under Paragraphs I and 2 of this • 
Stipulation against any such increased refund and/or rate 
reduction obligation imposed by a judgment reversing or 
modifying the order adopting the te1ms of this Stipulation or 
any subsequent order. 

Id. The stipulation also allowed Qwest to reserve its rights "to seek recovery of any 

ove1payments * * * in the event that [Qwest's] refund and/or rate reduction obligation is 

reduced" on appeal. Id. 

D. Phase 2 and Order 01-810. 

23 The Commission issued Order O 1-810 to complete Phase 2 and set Qwest' s 

24 permanent rates. The principal issue addressed in Order O 1-810 was "how to appmtion the 

25 $64.2 million reduction in revenues agreed to in the stipulation that the Commission adopted 

26 in Order No. 00-190." Order No. 01-810 at 4. Qwest proposed rate schedules to meet the 
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1 revenue reductions, including rates for PAL and CustomNet, in Advice No. 1844. Id. at 48. 

2 • Qwest' s proposed PAL rates significantly decreased the Smart PAL rates it proposed on 

3 January 15, 1997, other PAL rates for PAL services introduced after January 15, 1997, and 

4 all other PAL rates that had been in effect since the AFOR was terminated effective May 1, 

5 1996. Id. at 48 & n.19, 20, 21. 

6 NPCC objected to Qwest's rate proposal. 9 Id. at 49. NPCC argued that Qwest's PAL 

7 and CustomNet rates had to be set according to the TCA and the NST, as set fo1th in the 

8 payphone Orders. Id. Qwest's proposed PAL rates did not comply with the NST, NPCC 

9 argued, because Qwest had failed to submit documentation sufficient to detennine Qwest' s 

10 direct costs for PAL lines. Id. at 50, 53. NPCC also argued that CustomNet was subject to 

11 the NST. Id. at 50-51. 

12 The Commission rejected NPCC's arguments and adopted Qwest's proposed rates for 

13 PAL and CustornNet. Id. at 56. The Commission concluded that Qwest's proposed PAL 

14 rates were consistent with the NST. Id. at 55. The Commission also concluded that 

15 CustomNet was not subject to the NST. Id. at 56. In pmticular, in accepting Qwest's 

16 proposed PAL rates, the Commission relied on an approximation of Qwest' s direct costs and 

17 pe1mitted Qwest to charge rates that were 26 percent to 91. percent above its direct costs as 

18 overhead. Id. at 55. 

19 E. Appeal of Order No. 01-810 and Court of Appeals Decision. 

20 NPCC promptly requested reconsideration and, when the Commission denied that 

21 request (Order No. 02-009); appealed the PAL and CustomNet rates to the Marion County 

22 Circuit Court. The Circuit Comt affirmed the Commission. NPCC then appealed to the 

23 Court of Appeals. The Court of Appeals reversed the Circuit Comt and ordered it to remand 

24 the case to the Commission for reconsideration in light of the TCA and the FCC's orders. 

25 

26 
9 At the time, NPCC was known as Northwest Payphone Association ("NWP A"). 
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1 Nw. Pub. Commc 'ns Council v. Pub. Util. Comm 'n, 196 Or. App. 94, 100 (2004) ("NPCC v. 

2 PUC'). 

3 The Comt of Appeals' decision drew a distinction between the manner in which the 

4 Commission established overall telecommunication rates under state law and the requirement 

5 to dete1mine rates for payphone services under federal law. In setting Qwest' s rates in UT 

6 125, the Comt of Appeals observed that the Commission "followed the traditional procedure 

7 for reviewing a regulated utility's rate schedule. In the first phase of the proceeding [Phase 

8 1], it established the rate of return that Qwest was entitled to receive on its property that is 

9 used or useful for providing regulated services in Oregon (Qwest's rate base). In the second 

IO phase [Phase 2], the PUC evaluated the rates that Qwest proposed for its various services and 

11 made appropriate adjustments so that, as a package, they would provide it the opportunity to 

12 earn that return." Id at 96. Under this state-law based procedure, "the rates for one service 

13 may.be greater than Qwest's costs while the rates for another may be less," permitting some 

14 services to "subsidize" others. Id. at 96-97. 

15 In contrast, under the TCA, the Court of Appeals noted that the Commission must 

16 "focus on a [telecommunication company's] cost of providing the specific payphone service 

17 at issue rather than on its total rate ofretum[.]" Id. at 97-98. The· Comt of Appeals observed 

18 that the TCA "'is designed to replace a state-regulated monopoly system with a federally 

19 facilitated, competitive market.'" Id. at 98 (quoting New England Public Communications v. 

20 Fed. Commc 'ns Comm 'n, 334 F .3d 69, 77 ~.C. Cir. 2003)). 

21 The Court of Appeals concluded that the TCA and FCC orders implementing the 

22 TCA, including the Payphone Orders and the Wisconsin Order, were binding on the 

23 Commission. Id. at 100 ("The District of Columbia Circuit Comt of Appeals treats the 

24 FCC's orders under section 276 as binding on every state, and so do we."). Consequently, 

25 the Court of Appeals held that the Commission "must reconsider its order in light of' the 

26 Payphone Orders and the Wisconsin Order. Id. 
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1 In a detailed concurrence, Judge Wollheim explained his view of the requirements of 

2 federal law. In pa1ticular, he made clear that the Commission could not detennine PAL rates 

3 by "including contributions to other Qwest services and a market-driven return for Qwest," 

4 Id. at 107 (Wollheim, J. concurring), as it had under the state-law "traditional procedure." 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 
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F. Remand and Order 06-515. 

Upon remand from the Comt of Appeals to the Commission, Qwest filed a brief in 

UT 125 seeking "to 'rebalance' rates to offset the anticipated reduction in payphone service 

rates." Order No. 06-515 at 3. Qwest argued that 

[T]he Court of Appeal[s'] remand order and ORS 756.568 
authorize the Commission to reopen this case and to adjust 
other rates to offset the alleged revenue reduction that results 
from approving lower rates for payphone services. [Qwest] 
fmther maintains that the Commission must rebalance rates in 
order to provide the Company with the opportunity to recover 
its authorized revenue requirement and to avoid "impeimissible 
single-issue ratemaking" that would occur if the Commission 
were to adjust only Qwest's rates for payphone services. 

Id. The Commission's staff opposed Qwest's request. Id. at 3-4. 

The Commission rejected Qwest's request. The Commission ruled that the Modified 

Stipulation, entered with Order No. 00-190, provided that Qwest could not rebalance its 

rates: The te1ms of paragraph 5 "limit Qwest to a credit for refunds and rate reductions made 

pursuant to the Stipulation, and do not authorize Qwest to increase customer rates to offset 

additional revenue reductions resulting from the Comt of Appeals' decision." Id. at 6-7. 

In making this ruling, Commission specifically held that paragraph 5 of the Modified 

-Stipulation applied to appeals of Order No. 01-810, not just Order No. 00-190. The 

Commission explained that the 5th and 6th sentences of paragraph 5 "clearly encompass not 

only an appeal of Order No. 00-190 adopting the Stipulation, but also an appeal of any 

subsequent Commission order implementing the terms of the Stipulation." Id. at6 (emphasis 

omitted). 
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1 The Commission further noted that paragraph 5 provided that Qwest bear the risk that 

2 an appeal like NPCC v. PUC could result in additional refunds. "Under the te1ms of the 

3 [Modified Stipulation]," the Commission explained, "Qwest specifically agreed to accept the 

4 risk that subsequent appeals of the Commission's order implementing the Stipulation might 

5 result in a situation where Qwest was required to make refunds or rate reductions in addition 

6 to those set forth in the Stipulation. The language of the agreement demonstrates that the 

7 Company was fully cognizant of the potential consequences of its decision when it executed 

8 the Stipulation." Id. at 11. 

9 Meanwhile, in the interim between the FCC's adoption of the Wisconsin Order and 

IO the Oregon Court of Appeals decision in NPCC v. PUC, Qwest voluntarily lowered its PAL 

11 rates in March 2003 and CustomNet rates in August 2003. "While NPCC's appeal was 

12 pending, Qwest filed Advice Nos. 1935 and 1946. Those filings became effective on March 

13 17 and August 28, 2003, respectively, and significantly reduced Qwest's PAL rates." Id. at 2 

• 14 n.4. 

15 

16 

G. The Commission sets final, NST-complaint PAL and CustomNet rates in 

Order No. 07-497. 

17 Following the remand from the Court of Appeals, Qwest, NPCC, and Commission 

18 staff entered into discussions to dete1mine final rates for PAL and CustomNet. As a result of 

19 those discussions, the parties entered a stipulation agreeing that the PAL and CustomNet 

20 rates that Qwest submitted in 2003 complied with Section 276 and the NST. Orders Nos. 06-

21 515 at 2 n.4; 07-497 at 2. The Commission reviewed the rates and, after taking evidence and 

22 testimony, determined that they complied with the NST. Order No. 07-497 at 3. 

23 Accordingly, the Commission adopted the parties' stipulation, establishing final, NST-

24 compliant rates for PAL and CustomNet on November 15, 2007. Id. at 4. 

25 

26 
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III. The FCC Refund Order. 

In addition to Oregon, several other state utility commissions applied the NST to rates 

for payphone services. As in Oregon, the application of the NST to those rates often led state 

commissions to reduce the rates. PSPs in a number of states sought to compel BOCs to 

refund overpayments. In 2013, the FCC consolidated several of these cases and issued an 

order setting forth a framework for refunds. In the matter of Implementation of the Pay 

Telephone Reclassification and Compensation Provisions of the Telecommunications Act of 

1996, CC Docket No. 96-128, 28 FCC Red. 2615 (Feb. 20, 2013) ("Refund Order"). The 

Refund Order resolved several questions regarding the BOCs' obligation to refund PSPs for 

overpayments. 

First, the FCC mled that state public utility commissions had the authority to order 

BOCs to issue refunds to PSPs for non-NST-compliant rates: "a state commission may order 

refunds for any time period after April 15, 1997 ifit concludes that a BOC was charging 

PSPs a rate that was not NST-compliant, as a number of states have." 28 FCC Red. at 2617. 

Second, the FCC stated that state commissions, not the FCC or federal comis, were 

responsible for deciding whether to order refunds. The FCC noted it had "charged the states 

with the responsibility to ensure that BOC intrastate payphone line rates comply with the 

NST and provided the states with general guidance regarding compliance." 28 FCC Red .. at 

2633. Just as the states were responsible for determining whether payphone line rates were 

NST-compliant, the "issue of refunds was properly administered by the states." Id. at 2634. 

Third, the FCC held that a state commission had independent authority, separate and 

apait from the Waiver Order, to order refunds for non-NST-complaint rates. A BOC "that 

filed tariffs after May 19, 1997, or that simply relied on existing rates or filed cost studies for 

existing rates, would have been in violation of [the FCC's] orders," the FCC explained. Id. at 

2638. In such an instance, a "state commission may well find refunds to be appropriate 

pursuant to section 276 [ of the TCA], Commission regulations, and relevant state laws if the 
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1 rates in such cases were challenged under state regulatory procedures and found to be non-

2 compliant." Id. 

3 The FCC observed that some state utility commissions had appropriately ordered 

4 refunds for non-NST-compliant rates. For example, the Indiana Utility Regulatory 

5 Commission ordered refunds. The Indiana commission, like Oregon's Commission, found 

6 that the telecommunication companies' "payphone tariffs should only be approved on an 

7 interim basis, retroactive to April 15, 1997, and subject to refund pending further review." 

8 Id. Once the Indiana Commission completed its review, it ordered the telecommunication 

9 companies "to lower their payphone rates and ordered refunds retroactive to April 15, 1997." 

IO Id. South Carolina's commission also ordered telecommunication companies to lower their 

11 rates and ordered refunds back to April 15, 1997. Id. Several other state commissions 

12 declined to order refunds based on state-law reasons. Id. at 2639-40. The FCC concluded 

13 that state commissions should determine refunds "based on the specific facts of the case 

14 before them" and noted that state commissions "may well find that refunds are appropriate." 

15 Id. at 2638, 2640. 

16 IV. Ancillary Proceeclings in Docket DR 26 / UC 600. 

17 In May 2001, NPCC filed a complaint with Oregon's Commission seeking, among 

18 other relief, to compel Qwest to issue refunds to PSPs for ove1payments resulting from 

19 Qwest's failure to timely charge NST-compliant rates. NPCC argued that Qwest was 

20 required to issue refunds pursuant to the Waiver Order. In 2011, the Commission granted 

21 Qwest's motion for summary judgment, ruling that Qwest had not relied on the Waiver Order 

22 and, thus, was not subject to its refund requirement. NPCC appealed and the Oregon Comt 

23 of Appeals affirmed the Commission. Nw. Pub. Commc 'ns Council v. Qwest Corp., 279 Or. 

24 App. 626, 647 (2016) ("NPCC v. Qwest'). The Comt of Appeals concluded that Qwest did 

25 

26 
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1 not rely on the Wavier Order and was not, therefore, subject to its refund requirement. Id. at 

2 644-45. 10 

3 The Comt of Appeals was clear, however, that the Commission conld compel Qwest 

4 to issue refunds under other sources of law. Following a close reading, the Court of Appeals 

5 stated that under the Refund Order, "a state commission could order a refund based on 

6 sources of authority other than the Waiver Order." Id. at 642. The Comt of Appeals noted 

7 that "under the circumstances presented here, 'a state commission may well find refunds to 

8 be appropriate pursuant' to sources of authority other than the Waiver Order[.]" Id. at 644-

9 45 (quoting Refund Order 'l) 45; alterations omitted). 

10 ARGUMENT 

11 Section 276 of the TCA, the FCC's orders, and the Oregon Court of Appeals decision 

12 inNPCC v. PUC provide that from April 15, 1997 forward BOC rates for payphone services 

13 must comply with the NST. Nonetheless, between April 15, 1997 and at least August 28, 

14 2003, Qwest charged and collected rates from PSPs that failed to comply with the NST. 

15 Those rates significantly exceeded the rates that the Commission determined to be NST-

16 complaint in Order No. 07-497. As such, between April 15, 1997 and at least August 28, 

17 2003, Qwest significantly overcharged and the PSPs significantly ove1paid for PAL and 

18 CustomNet. To NPCC's lmowledge, Qwest has never fully refunded the PSPs their 

19 ove1payments. 

20 Pursuant to Orders Nos. 96-107 (which made all Qwest's rates interim subject to 

21 refund from May 1, 1996), 00-190 (adopting the Modified Stipulation in which Qwest 

22 . recognized its potential to be obligated to pay additional refimds), 06-515 (providing that the 

23 Modified Stipulation applied to Order No. 01-810), and 07-497 (establishing final, NST-

24 compliant PAL and CustomNet rates), Qwest was obligated to refund the difference between 

25 

26 10 NPCC has a motion pending before the Comt of Appeals for reconsideration of 
this decision. 
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1 the unlawful, interim rates it charged to its PSP ratepayers beginning effective May 1, 1996 

2 and the final, NST-compliant rates approved by the Commission. The Commission should 

3 order Qwest to show cause why it is not in violation of Orders Nos. 96-107, 00-190, 00-191, 

4 06-515, and 07-497, the Telecommunication Act of 1996, and state law. 

5 The Commission has the responsibility and authority to protect ratepayers from 

6 Qwest' s unlawful, unjust, and unreasonable rates. The Commission is vested with the 

7 responsibility to "protect* * * customers, and the public generally, from unjust and 

8 unreasonable exactions and practices." ORS 756.040(1). To carry out that responsibility, the 

9 Commission has the implied power to compel telecommunications utilities to issue refunds. 

10 Therefore, in the alternative to issuing an order to show cause, the Commission should clarify 

11 Order No. 07-497 by amending it to expressly require Qwest to issue refunds for any excess 

12 revenue it collected under rates that failed to comply with Orders Nos. 96-107, 00-190, 00-

13 191, 06-515, and 07-497, the Telecommunication Act of 1996, and state law, less any 

14 refunds previously paid. 

15 

16 

17 

I. Between 1996 and 2003, Qwest charged and collected unlawful rates for PAL 
and CnstomNet. 

A. Qwest charged and collected unlawful PAL rates. 

18 Effective May 1, 1996, the Commission made all Qwest's rates interim subject to 

19 refund. Order No. 96-107 at 4. On January 15, 1997, Qwest submitted Advice No. 1668, 

20 . which set forth PAL rates for its new Smart PAL service to become effective on April 15, 

21 1997 and otherwise reconfirmed its existing PAL rates. Those rates remained in effect until 

22 December 31, 2001. Order No. 01-810 at 64. The rates submitted in Advice 1668 were 

23 neither final nor NST compliant. Advice No. 1668 makes no reference to the NST or to 

24 Qwest' s actual costs and overhead for providing PAL. Furthermore, the submission included 

25 data estimating the "annual revenue impact," Advice No. 1668 at 1, of the rates, a factor 

26 Judge Wollheim made clear was impermissible. NPCC v. PUC, 196 Or. App. at 107 
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1 (Wollheim, J. concurring) ("including * * * a market-driven return for Qwest in the rates is 

2 impe1missible"). And, the Advice indicates that the "recurring rates for the Smait Pal line 

3 were developed using the existing price/cost relationship of the basic Pal," rather than the 

4 actual cost plus overhead f01mulation required by the NST. Advice No. 1668 at 2. Thus, the 

5 rates in Advice 1668 were unlawful because a "BOC may not charge more for payphone line 

6 service than is necessary to recover from PSPs all monthly recurring direct and overhead 

7 costs incurred by BOCs in providing payphone lines." Wisconsin Order ,r 60. 

8 Following Order No. 01-810, Qwest submitted new PAL rates, effective January 1, 

9 2002. Advice No. 1849 SI. Those rates were consistent with Order No. 01-810 and 

10 represented a "significant reduction[]" of Qwest's previous rates. Order No. 01-810 at 48. 

11 NPCC appealed those rates and, in NPCC v. PUC, the Comt of Appeals reversed the 

12 Commission's mling on Qwest's PAL rates, finding that the Commission had failed to apply 

13 the FCC's orders. 196 Or. App. at 99-100. Thus, the rates Qwest began charging on January 

14 1, 2002, like its previous rates, were unlawful. Qwest charged those rates until it voluntarily 

15 "significantly reduced" its PAL rates effective on March 17, 2003. Order No. 06-515 at 2 

16 n.4. 

17 B. Qwest charged and collected unlawful CustomNet rates. 

18 The FCC's orders require BOCs such as Qwest "to set payphone service rates and 

19 'unbundled features' rates, including rates for fraud protection [i.e., CustomNet], according 

20 to the FCC's 'new services test[.]"' Davel Commc'ns, Inc. v. Qwest C01p., 460 F.3d 1075, 

21 1081 (9th Cir. 2006); Wisconsin Order ,r 64 (The Payphone Orders required "payphone line 

• 22 • services to be priced at cost-based rates in accordance with the new services test."). Qwest 

23 did not submit new CustomNet rates on January 15, 1997 in Advice 1668. As such, until 

24 December 31, 2001, Qwest' s CustomNet rates remained the same rates provided for in the 

25 AFOR. Because Qwest merely relied on existing rates for CustomNet, and made no attempt 

26 to establish that the rates were NST-compliant, those rates were unlawful. A BOC "that 
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1 simply relied on existing rates*** would have been in violation of[the FCC's] orders." 

2 Refund Order at 2638. 

3 Qwest submitted new CustomNet rates that were the same as its old rates, effective • 

4 January 1, 2002, following Order No. 01-810. In that Order, Qwest contended, and the 

5 Commission agreed, that Qwest was not required to file NST-compliant rates for CustomNet. 

6 Thus, Qwest again made no showing that its CustomNet rates _beginning on January 1, 2002 

7 were NST-complaint. The Court of Appeals overturned the Commission's ruling with 

8 respect to CustomNet and ordered the Commission to reconsider its ruling in light of the 

9 FCC's orders. NPCC v. PUC, 196 Or. App. at 99-100; Id at 108 (Wollheim, J. concurring) 

10 ("To permit Qwest to supply a needed payphone service at a rate above that level is 

11 . inconsistent with that purpose and may be inconsistent with the FCC's orders."). Because 

12 the FCC's orders required rates for CustomNet to comply with the NST, Davel Commc'ns, 

13 460 F.3d at 1081, Qwest's CustomNet rates begilllling on January 1, 2002 were also 

14 unlawful. Qwest continued to charge the same rates for CustomNet until August 28, 2003. 

15 Order No. 06-515 at 2 n.4. 

16 Federal law andNPCCv. PUC provide, in sum, that Qwest's PAL and CustomNet 

17 rates in effect from April 15, 1997 until at least August 28, 2003 were unlawful. Those 

18 unlawful rates were significantly higher than the rates the Commission ultimately dete1mined 

19 were NST-compliant in 2007. 11 Accordingly, Qwest significantly overcharged and 

20 overcollected rates from PSPs from May 1, 1996 until at least August 28, 2003. 

21 

22 

23 

24 

25 

26 

11 The Commission's orders establish that the final, NST-compliant rates that the 
Commission adopted in Order No. 07-497 (which were identical to the rates Qwest 
voluntarily submitted in 2003, Order No. 06-515 at 2 n.4) were significantly lower than the 
rates Qwest charged before 2003. In Order No. 06-515, the Commission stated that the rates 
Qwest submitted in 2003 "significantly reduced" the rates in effect as a resuft of Order O 1-
810. Indeed, the rates adopted by the Commission in Order No. 07-497 were as much as 20 
times lower than the rates in effect before 2003. See Letter from L. Reichman to Hearings 
Division, Attachment A (March 31, 2006) (listing rate reductions). Qwest' s PAL and 
CustomNet rates in effect before Order No. 01-810 were even higher. In Order No. 01-810, 
the Commission noted that the rates Qwest proposed ( and the Commission adopted in Order 
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1 

2 

The Commission. should order Qwest to show cause why it is not in violation of 
Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, the Telecommunication 
Act of 1996, and state law. 

3 The Commission made all of Qwest's rates interim from May 1, 1996 until the 

4 Commission set final rates in this docket. Order No. 96-107. From April 15, 1997 until at 

5 least August 28, 2003, Qwest charged interim rates that unlawfully failed to comply the NST. 

6 To comply with the Commission's orders, Qwest was obligated to refund any overcharges it 

7 made on PSPs from May 1, 1996 (when Qwest's rates became interim and subject to refund) 

8 until the Commission set final, NST-compliant rates in Order No. 07-497. As explained 

9 below, there are two reasons: (1) In the Modified Stipulation adopted in Order No. 00-190, 

10 Qwest expressly agreed that it could be responsible for paying additional refunds in the event 

11 that an appeal of an order implementing the Stipulation lowered Qwest's rates and increased 

12 its refund obligation. In 2004, the Oregon Court of Appeals overturned the rates the 

13 Commission set in Order No. 01-810, which implemented the Stipulation. As a result of the 

14 Court of Appeals' decision, the Commission adopted new, NST-compliant PAL and 

15 CustomNet rates that were significantly lower than the rates ove1turned on appeal. The 

16 establishment of final, NST-compliant rates triggered Qwest's obligation to pay additional 

17 refunds. See § I.A. I, below. (2) In Order No. 96-107, the Commiss'ion made Qwest's rates 

18 interim and subject to refund from May 1, 1996. Qwest' s PAL and CustomNet rates 

19 remained interim until the Commission set final rates in Order No. 07-497. Upon setting 

20 final rates, Qwest was obligated to refund the difference between the interim rates and the 

21 final rates to comply with Order No. 06-107. See § I.A.2, below. 

22 

23 

24 

25 

26 No. 01-810) represented a "significant reduction[]" from Qwest' s PAL rates in effect 
beginning May I, 1996. Order No, 01-810 at 48. 
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A. Qwest is responsible for refunding its ratepayers their overpayments. 

1. Orders No. 00-190 required Qwest to issue refunds. 

In the Modified Stipulation to Order No. 00-190, Qwest acknowledged that it could 

be subject to issue additional refunds if its rates were modified or ove1turned on appeal. 

Order No. 00-190, Appendix A ,r 5 (Qwest's "obligation to refund monies to customers and 

to reduce its ongoing rates may be modified on appeal[] * * * by issuing a judgment 

incorporating or requiring different refunds or rate reductions[.]"). In Order No. 01-810, the 

Commission set rates for PAL and CustomNet. On appeal, however, the Comt of Appeals 

ove1turned those rates and directed the Commission to reconsider PAL and CustomNet rates 

in light of the FCC's orders. NPCC v. PUC, 196 Or. App. at 100. As a result of the appeal, 

the Commission applied the NST and adopted rates that were significantly lower than the 

rates ove1turned on appeal. Orders Nos. 06-515 at 2 n.4 & 07-497. Thus, the Comt of 

Appeals' ·decision and Order No. 07-497 modified Qwest's obligation to issue refunds. 

Accordingly, Qwest should have issued the refunds it agreed it would pay if rates were 

lowered or additional refunds required as a result of an appeal. 

Qwest may argue that the Modified Stipulation provides for, but does not require, 

Qwest to issue refunds. Such an interpretation dist01ts the intention of paragraph 5 of the 

Modified Stipulation. As the Commission explained in Order No. 06-515, "Qwest 

specifically agreed to accept the risk that subsequent appeals of the Commission's order 

implementing the Stipulation might result in a situation where Qwest was required to make 

refunds or rate reduction in addition to those set fo1th in the Stipulation. The language of the 

agreement demonstrates that the Company was fully cognizant of the potential consequences 

of its decision when it executed the Stipulation." Id at 11. By accepting the risk that its 

rates might be modified on appeal, Qwest assumed the obligation to refund overpayments to 

its ratepayers. 
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1 Qwest may also argue that it has already paid to the PSPs all the refunds it owes. 

2 This argument is also inc01Tect. Those refunds do not complete Qwest' s refund obligations 

3 for two reasons. First, Qwest paid refunds to PSPs pursuant to Order No. 00-190 and 00-191. 

4 Those refunds were allocated among ratepayers based on an interim rate design that was later 

5 adopted as the final rate design in Order No. 01-810. However, the Comt of Appeals 

6 overturned that rate design in NPCC v. PUC. As such, the PSP ratepayers did not receive 

7 sufficient refunds to make the interim PAL and CustomNet rates NST-compliant. In 

8 paragraph 5 of the Modified Stipulation, Qwest accepted the risk that its refund obligation· 

9 could by modified on appeal. The Comt of Appeals' decision, and the Commission's order 

10 implementing that decision, increased Qwest's refund obligation. Second, Qwest paid 

11 refunds sho1tly after the Commission issued Orders Nos. 00-190 and 00-191 in 2000. To 

12 NPCC's knowledge, Qwest has never paid the PSPs any additional refunds after 2000. 

13 However, .Qwest continued to charge the PSPs interim PAL and CustomNet rates that were 

14 not final and not NST compliant until at least 2003. To comply with its own 

15 acknowledgement that its obligation to issue refunds may be modified by a subsequent 

16 appeal, and with federal and state law establishing that Qwest' s PAL and CustomNet rates 

17 were unlawful, Qwest must issue full and complete refunds. 

18 This conclusion is reinforced by Qwest' s reservation of its right to demand additional 

19 payments from its ratepayers in the event that an appeal reduced the size of its rate 

20 reductions: In the Modified Stipulation, the company reserved the right "to seek recovery of 

21 any overpayments*** in the event that [Qwest's] refund and/or rate reduction obligation is 

22 reduced" on appeal. Order No. 00-190, Appendix A, ,r 5. Had the present circumstances 

23 been reversed, and the Court of Appeals had held that Qwest was entitled to raise rather than 

24 lower its rates, Qwest could have demanded additional payments from the PSPs. Qwest 

25 cannot have it both ways. Any argument Qwest advances that the paragraph 5 does not 

26 
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1 require additional refunds belies Qwest' s own stipulation that, had an appeal resulted in a 

2 change favorable to Qwest, it could demand additional money from its ratepayers. 

3 Furthermore, Qwest' s own actions demonstrate that it knew that the Comt of 

4 Appeals' decision in NPCC v. PUC would require it to issue additional refunds. As 

5 discussed above, Qwest voluntarily r_educed its PAL and CustomNet rates in 2003. 

6 Following the remand from the Comt of Appeals in 2004, Qwest proposed that its 2003 rates 

7 were NST compliant. Qwest also requested that the Commission allow it to recover lost 

8 revenues from the rate reduction by rebalancing its other ratepayers' rates. Order No. 06-

9 515. Because Qwest had already reduced its prospective PAL and CustomNet rates, the only 

10 revenues the rebalancing would recoup would be the additional refunds Qwest would be 

11 obligated to pay if its proposed rates were adopted by the Commission. Thus, Qwest' s 

12 request to rebalance its rates demonstrates that Qwest knew that it would be responsible for 

13 additional refunds back to May I, 1996 if the Commission adopted its 2003 PAL and 

14 CustomNetrates as final, NST-compliantrates. Accordingly, Order No. 00-190 required 

15 Qwest to issue additional refunds. 

16 2. Order No. 96-107 required Qwest to issue refunds. 

17 Order No. 96-107 terminated the AFOR and made all of Qwest's "rates for services 

18 [after May 1, 1996] * * * interim rates subject to refund with interest, at a rate of 11.2 

19 percent." 12 Id. As the Commission's staff explained, the rates were interim "pending the 

20 outcome of the company's cmTent rate filing, UT 125." Id., Appendix A at 5. Thus, Qwest's 

21 PAL and CustomNet rates were interim and subject to refund until final rates were set in this 

22 docket, UT 125 .13 The Commission set final rates for PAL and CustomNet in Order No. 07-

23 

24 

25 

26 

12 Order No. 00-190 reduced the rate of interest to 8.77 percent. 
13 Orders Nos. 96-183 at pp. 3-4 and 97-171 at 104 both adopted a refund 

methodology based on the difference between the final pennanent rate and any higher 
interim rate. At the hearing on adoption of the Modified Stipulation both Qwest and the 
Commission's staff argued that an individual would only be entitled to a refund once 
pe1manent rates were established and the individual had paid a higher interim rate for a 
service than the permanent rate. Order No. 00-190 at 9 & 12. Order No. 00-190 at 13 
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497, effectively concluding the rate-setting phase of UT 125 and replacing the interim rates 

with final rates. 14 Because the final rates are lower than the interim rates, Qwest is "subject 

to refund" the difference. To comply with Order No. 96-107, Qwest was required to refund 

the difference between the final rates and the interim rates. 

This conclusion is supp01ted by applicable case law. In Pacific Northwest Bell 

Telephone Co. v. Katz, 116 Or. App. 302 (1992), the Comt of Appeals reviewed an order of 

the Commission refunding $10 million to Pacific No1thwest Bell's ("PNB") ratepayers. In 

that case, the Commission permitted PNB to charge and collect rates for a service on an 

interim rate schedule. Id. at 306. Under those interim rates, PNB collected more revenue 

than permitted under the Commission's authorized revenue level for PNB. Id. The 

Citizen's Utility Board intervened to seek refunds for PNB 's ratepayers. Id. The 

Commission ordered PNB to refund the over collection. Id. On appeal, the Comt of Appeals 

concluded that the Commission had implied authority pursuant to ORS 756.040 to compel 

PNB to issue refunds. Id. at 310. The Comt of Appeals also held that PNB was "not entitled 

to retain excess revenues collected under an interim rate schedule that was not in compliance 

with the authorized revenue level." Id. 

As in Pacific Northwest Bell, Telephone, Qwest collected rates subject to an interim 

rate schedule. By Order No. 96-107, those rates were expressly subject to refund with 

interest. The FCC's orders, NPCC v. PUC, and the Commission's Order No. 07-497 setting 

final, NST-compliant PAL and CustomNet rates establish that Qwest's interim rates were 

unlawful. Accordingly, like PNB, Qwest is "not to entitled to retain excess revenues 

specifically held that the refund methodology established in Order No. 97-171 had been 
preserved and that methodology as set forth in Order No. 97-171 was specifically readopted 
in Order No. 00-191 atp. 2. 

14 PAL and CustomNet rates were not final until Order No. 07-497. The rates 
1·emained interim after Order No. 01-810 because NPCC filed an appeal. An appealed 
interim rate does not become final until "the reviewing court upholds the Commission's 
order." In the Matter of the Application of Portland General Electric Company, PUC Docket 
Nos. DR 10, UE 88, & UM 989, OrderNo. 08-487 at 8 (Sept. 9, 2008). 
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1 collected under an interim rate schedule." See Pac. Nw. Bell Tel., 116 Or. App. at 310. 

2 Qwest should show cause how it has complied with the TCA, state law, and the 

3 Commission's orders. 
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B. The Commission has authority to issue an order to show cause. 

The Commission derives its authority from Oregon Revised Statutes Chapters 756, 

757, 758, and 759. In ORS 756.040(1), the legislature provided that the Commission's 

mission is to protect utility "customers, and the public generally, from unjust and 

unreasonable exactions and practices and to obtain for them adequate service at fair and 

reasonable rates." The Commission's implementing statutes vest the Commission with 

plenary authority to carry out this broad mission: "The commission is vested with power and 

jurisdiction to supervise and regulate every public utility and telecommunications utility in 

this state, and to do all things necessary and convenient in the exercise of such power and 

jurisdiction." ORS 756.040(2). 

In addition to those powers expressly granted by the Connnission's statutes, it "is 

well settled that an agency has such implied powers as are necessary to enable the agency to 

carry out the powers expressly grante~ to it." Pac. Nw. Bell Tel., 116 Or. App. at 309-10. 

The Commission's express and implied powers are extremely broad: The Commission "has 

been granted the power to investigate utilities and to make whatever orders it deems justified 

or required by the results of its investigations. ORS 756.515. Thus,* **PUC has been 

granted the broadest authority-commensurate with that of the legislature itself-for the 

exercise of its regulatory function." Id. at 309 n.5 ( quotation marks, citation, and alterations 

omitted). 

Consistent with the broad grant of authority, the Commission previously has issued 

orders requiring utilities to show cause. For example, in In re TelexFree, Docket CP 1556, 

Order (May 28, 2014), the Commission ordered the respondent to show cause why its 

ce1tificate of authority should not be cancelled. And, in In re DP] Teleconnect; LLC, Docket 
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1 CP 1235, Order at 3 (July 15, 2004), the Commission ordered DPI to "to show cause why the 

2 Commission should consider a new request for a ce1tificate of authority to provide 

3 telecommunications service in Oregon as a c9mpetitive provider." In In re Shady Cove 

4 Waterworks, LLC, Docket WA 81, Ruling, (June 12, 2013), the Administrative Law Judge 

5 issued an order requiring the patties show cause why the matter should not be closed. In 

6 light of the Commission's broad express and implied powers, the Commission has the 

7 authority to order Qwest to show cause why it is not in violation of the law and its orders. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

III. In the alternative, the Commission should amend Order No. 07-497 to expressly 
require Qwest to issue refunds for the excess revenue it collected pursuant to 
unlawful rates. 

A. Federal law and the Oregon Comi of Appeals decision in NPCC v. PUC 
required Qwest to file rates for PAL and CnstomNet that complied with 
the NST from April 15, 1997 forward. 

Section 276 of the TCA "substantially modified the regulatory regime governing the 

payphone industry by providing, in general terms, that dominant carriers may not subsidize 

their payphone services from their other telecommunications operations and may not 'prefer 

or discriminate in favor of [ their] payphone service[ s]' in the rates they charge to 

competitors." Davel Commc'ns, Inc. v. Qwest Corp., 460 F.3d 1075, 1081 (9th Cir. 2006) 

(quoting 47 U.S.C. § 276(a)) (alterations in original). To carry out this mandate, the FCC 

issued the Payphone Orders, the Clarification Order, the Waiver Order, and the Wisconsin 

Order. Those orders directed BOCs such as Qwest to set rates for payphone services 

according to the NST. Id.; Order ofRecons. ,r 163; Wisconsin Order ,r,r 46, 68. The 

Wisconsin Order, which clarified the application of the NST, made clear that a "BOC may 

not charge more for payphone line service than is necessary to recover from PSPs all 

monthly recurring direct and overhead costs incurred by BOCs in providing payphone lines." 

Wisconsin Order ,r 60 (emphasis added). The Payphone Orders required BOCs to file NST

compliant rates that were effective from April 15, 1997 forward: "[A]ll required tariffs, both 

intrastate and interstate, * **must be effective no later that April 15, 1997." Order on 
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1 Recons. ,r 163. A BOC "that simply relied on existing rates or filed cost studies for existing 

2 rates, would have been in violation of [the FCC's] orders." Refund Order at 2638. 

3 As explained in§ I, above, between April 15, 1997 and at least August 28, 2003, 

4 Qwest charged and collected rates from PSPs that failed to comply with the NST. Under the 

5 FCC's Refund Order, "a state commission may order refunds for any time period after April 

6 15, 1997 if it concludes that a BOC was charging PSPs a rate that was not NST ~compliant, as 

7 a number of states have." 28 FCC Red. at 2617. 
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B. The Commission has the authority and responsibility to compel Qwest to 

issue refunds. 

Oregon law firmly establishes that the Commission has the authority to compel Qwest 

to issue refunds for unlawful overcharges. In Gearhart v. Pub. Util. Comm 'n of Oregon, 356 

Or. 216,218 (2014), the Oregon Supreme Court described the Commission's authority. That 

case involved the Commission's determination of rates for Portland General Electric 

("PGE"). In 1993, PGE retired the Trojan nuclear facility ahead of schedule. Id at 222. 

Despite its early retirement, PGE sought to recover in rates the remaining balance of its 

capital investment in the Trojan facility. Id The Commission opened a rate proceedings and 

set PGE's rates in 1995. Id Following an appeal, in 2000, the Commission reset PGE's 

rates to comply with a remand order. Id at 224. After another appeal, the Commission 

reexamined the rates it set between 1995 and 2000 and the rates in effect after 2000. Id. at 

226-29. In a 2008 order, the Commission ruled that the rates set between 1995 and 2000 

were too low, but the rates set between 2000 and 2008 were too high. Id. at 229. The 

Commission "ordered PGE to issue a refund to the post-2000 ratepayers to compensate for 

the amount of th[ e] difference [between the rates PGE charged and the rates the Commission 

subsequently determined would have been just and reasonable] plus interest at PGE' s 

authorized rate ofreturn from 2000[.]" Id. Another appeal followed and the patties 
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1 requested that Supreme Court address, among other issues, "whether the PUC had authority 

2 to order PGE to issue refunds to its customers." Id. at 231. 

3 The Supreme Court held that the Commission has authority to ordel' refunds. The 

4 Supreme Court explained that "when a PUC order issued in the exercise of its ratemaking 

5 authority has been reversed and remanded after a reviewing court determines that there was a 

6 legal error, the PUC can again use ratemaking principles on remand to determine the effect of 

7 its error on the outcome of the proceeding." Id. at 243. The Comt fu1ther explained that 

8 "[r]efunds are one way of c01Tecting [legal] enors, and if the PUC could not order refunds, it 

9 would be limited in its ability to protect ratepayers." Id. at 244. The implied power to order 

10 refunds, the Court reasoned, "is necessary to the PU C's ability to carry out its express duty to 

11 obtain 'adequate service at fair and reasonable rates."' Id. at 247'11.19 (quoting ORS 

12 756.010(1)). 

13 The Commission is vested with the responsibility to "protect * * * customers, and the 

14 public generally, from unjust and unreasonable exactions and practices." ORS 756.040(1). 

15 Pursuant to ORS 756.568, the Commission "may at any time, upon notice to the public utility 

16 or telecommunications utility and after opportunity to be heard * * * , rescind, suspend or 

17 amend any order made by the commission." As explained in detail above, § I, from April 

18 15,1997 until at least August 28, 2003, Qwest charged and collected unlawful PAL and 

19 CustomNet rates. Those rates were not only unlawful, they also interfered with the TCA's 

20 pmpose to promote a competitive market for payphone services. To remedy Qwest's unjust 

21 and unreasonable exactions, the Commission should, pursuant to ORS 756.568, clarify Order 

22 No. 07-497 to provide that Qwest must issue refunds for any excess revenue it collected 

23 under rates that failed to comply with Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-

24 497, the Telecommunication Act of 1996, and state law, less refunds previously paid. See 

25 Pac. Nw. Bell Tel. Co, 116 Or. App. at 310 (affhming Commission order compelling PNB to 

26 refund excessive revenues collected subject to interim rates); Refund Order at 2617 ("a state 
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1 commission may order refunds for any time period after April 15, 1997 ifit concludes that a 

2 BOC was charging PSPs a rate that was not NST-compliant"). 
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C. Other states have ordered BOCs to refund revenue collected pursuant to 

non-NST-compliant rates. 

In Indiana Bell Telephone Co. v. Indiana Utility Regulat01y Commission, 855 N.E.2d 

357 (Ind. Ct. App. 2006), the Indiana Court of Appeals affirmed the order of Indiana's state 

utility commission compelling refunds. In that case, the Indiana Utility Regulatory 

Commission ("IURC") approved rates submitted by telecommunication caniers for 

payphone services in 1997. Id. at 360. In 2002, after the FCC issued the Wisconsin Order, 

the IURC elected to review the rates it had approved in 1997. Id. at 361. The IURC 

determined that the rates should be reduced and the telecommunications companies "shall 

refund an arnonnt equal to subscriber line charges assessed since April 15, 1997 to present." 

Id. On appeal, the Indiana Court of Appeals affirmed. 

In 1999, the South Carolina Public Service Commission ("SCPSC") ordered 

BellSouth Telecommunications to issue refunds for ove1payments made as a result of non

NST-compliant rates. In re: Request of BellSouth Telecommunications, Inc. for Approval of 

Revisions to its General Subscriber Service Tariff, S.C. Pub. Serv. Comm'n Docket No. 97-

124-C, Order No. 1999-285 (Apr. 19, 1999). In 1997, BellSonth submitted proposed rates 

for payphone services that it contended were in compliance with the TCA. Id. at 5. The 

SCPSC opened a docket to review BellSouth's proposed rates. Id. While the SCPSC 

considered the rates, it ruled that "BellSouth must either reimburse or provide credit to its 

payphone customers from April 15, 1997, if the rates approved in this proceeding are lower 

than BellSouth's existing tariffed rates." Id. In 1999, the SCPSC determined that 

BellSouth's proposed rates were too high. Consistent with its previous orders, the SCPSC 

ordered BellSouth "to make refunds or give credits, including appropriate interest at the rate 

of 8.75% per annum, back to April 15, 1997." Id. at 25. 
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The Commission should follow the persuasive precedent set by Indiana and South 

Carolina and clarify Order No. 07-497 by amending it to expressly require Qwest to issue 

refunds for any excess revenue it collected under rates that failed to comply with Orders Nos. 

96-107, 00-190, 00-191, 06-515, and 07-497, the Telecommunication Act of 1996, and state 

law, less any refunds previously paid. 

CONCLUSION 

For the foregoing reasons, the Commission should grant NPCC's motion requesting 

the Commission issue an order requiring Qwest to show cause why it is not in violation of 

Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, the Telecommunication Act of 

1996, and state law. In the alternative, the Commission should grant NPCC's motion 

requesting the Commission clarify Order No. 07-497 by amending it to expressly require 

Qwest to issue refunds for any excess revenue it collected under rates that failed to comply 

with Orders Nos. 96-107, 00-190, 00-191, 06-515, and 07-497, the Telecommunication Act 

of 1996, and state law, less any refunds previously paid. 

DATED this 26th day of January, 2017. 

CORPORATE LA WYERS PC 
By: s/ Frank Patrick 

Frank Patrick, OSB No. 760228 
PO Box 231119 
Po1tland, OR 97281 
fgplawpc@hotmail.com 
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I. INTRODUCTION 

I. In this order, the Conunission provides further guidance to state conunissions and 
payphone service providers (PSPs) regarding the requirements of section 276 of the Communications 
Act, as amended (the Act) and the Conunission's interpretation of that provision. 1 We reinforce that 
section 276 of the Act requires Bell Operating Companies (BOCs) to have cost-based rates for payphone 
access lines, that the Conunission has deteimined that rates that comply with the new services test (NST) 
meet this statut01y requirement, and that BOCs that did not have NST-compliant rates in effect could be 

1 47 U.S.C. § 276. See 47 C.F.R. § 64.1300 et seq. See also Implementation of the Pay Telephone Reclassification 
and Compensation Provisions of the Telecommunications Act of I 996, CC Docket No. 96-128, Report and Order, 11 
FCC Red 20541 (Sept. 20, 1996) (Initial Payphone Order), Order on Reconsideration, I I FCC Red 21233 (Nov. 8, 
1996) (Payphone Reconsideration Order), af/'d in part and remanded in part, Illinois Pub. Telecomrns. Ass 'n v. 
FCC, 117 F.3d 555 (D.C. Cir. 1997); Second Repmt and Order, 13 FCC Red 1778 (Oct. 9, 1997) (Second Payphone 
Order), vacated and remanded, MCI Telecomms. Corp. v. FCC, 143 F.3d 606 (D.C. Cir. 1998); Third Report and 
Order and Order on Reconsideration of the Second Report and Order, 14 FCC Red 2545 (Feb. 4, 1999) (Third 
Payphone Order), aff'd, American Pub. Communications Council v. FCC, 215 F.3d 51 (D.C. Cir. 2000); Wisconsin 
Pub. Serv. Comm 'n; Order Directing Filings, Bureau/CPD No. 00-01, Memorandum Opinion and Order, 17 FCC 
Red 2051, 2064, para. 42 (2002) (Wisconsin Payphone Order), ajf'd New England Pub. Comms. Council, Inc. v. 
FCC, 334 F.3d 69 (D.C. Cir. 2003). (The Initial Payphone Order and the Payphone Reconsideration Order are 
collectively known as the Payphone Orders.) 
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required to issue refunds. Also, we deny five petitions for declaratory ruling filed by PSP associations' 
because we find that the state commissions acted within the scope of the Commission's delegation of 
authority to dete1mine whether payphone rates are tariffed in accordance with section 276 of the Act. 
We also find that the requirements in the state commissions' decisions were not inconsistent with the 
Commission's regulations, and therefore we decline to grant any requests for preemption of the 
requirements imposed in those decisions. 3 We further clarify that a state commission may order refunds 
for any time period after April 15, 1997 if it concludes that a BOC was charging PSPs a rate that was not 
NST-compliant, as a number of states have.4 Finally, we reject the PSPs' asse1tion that the April 1997 
Second Bureau Waiver Order requires the refunds they seek. We note, however, that the Second Bureau 
Waiver O1:der does not limit states' ability to reconsider prior actions denying refunds and to order 
refunds based on their own analysis of state and federal law and the application of those laws to the 
particular facts in the cases before them.' 

2. This order also responds to a petition for declarat01y ruling filed by the Michigan Pay 
Telephone Association (MPTA) by determining that the cmrent payphone usage rate in Michigan is not 
NST-eompliant.6 As such, we remand to the Michigan Public Service Commission (Michigan 
Commission), and direct them to require the eanier to establish a new, NST-eompliant payphone usage 
rate consistent with the guidance in this order, and the Commission's Payphone Orders. 

2 See Illinois Public Teleeonununications Association Petition for a Declaratory Ruling, CC Docket No. 96-128 
(filed July 30, 2004) (IPTA Petition); The Southern Public Conununication Association Petition for a Declaratory 
Ruling, CC Docket No. 96-128 (filed Nov. 9, 2004) (SPCA Petition); Petition of the Independent Payphone 
Association of New York, Inc. for an Order of Pre-Emption and Declaratory Ruling, CC Docket No. 96-128 (filed 
Dec. 29, 2004) (IP ANY Petition); Petition of the Florida Public Telecommunications Association, Inc. for 
Declaratory Ruling and for an Order of Preemption, CC Docket No. 96-128 (filed Jan. 31, 2006) (FPTA Petition); 
Petition of the Payphone Association of Ohio to Preempt the Actions of the State of Ohio Refusing to Implement the 
FCC's Payphone Orders, Including the Refund of Overcharges to Payphone Providers in Ohio, and for a Declaratory 
Ruling, CC Docket No. 96-128 (filed Dec. 28, 2006) (PAO Petition). Both SPCA and IP ANY filed motions to 
consolidate their petitions with the other pending petitions. See Motion of the Southern Public Communication 
Association to Consolidate its Petition for a Declaratory Ruling with the Petition for a Declaratory Ruling of the 
Illinois Public Communications Association, CC Docket No. 96-128 (filed Nov. 9, 2004); Motion of the Independent 
Payphone Association of New York, Inc. to Consolidate its Petition for an Order of Pre-emption and a Declaratory 
Ruling with(!) the Petition for a Declaratory Ruling of the Illinois Public Communications Association and (2) the 
Southern Public Communication Association Petition for a Declarat01y Ruling, CC Docket No. 96-128 (filed Dec. 
29, 2004) (IPANY Motion to Consolidate). In this order, we grant the SPCA and IP ANY Motions to·consolidate. 

3 See Payphone Reconsideration Order, 11 FCC Red at 21308, para. 163. 
4 See infi'a para. 48. 
5 See Implementation of the Pay Telephone Reclassification and Compensation Provisions of the 
Telecommunications Act of 1996, CC Docket No. 96-128, Order, 12 FCC Red 21370 (CCB rel. Apr. 15, 1997) 
(Second Bureau Waiver Order). 

6 See The Michigan Pay Telephone Association's Second Petition for Declaratory Ruling Regarding The Prices 
Charged by AT&T Michigan for Network Access Services Made Available to Payphone Providers in Michigan, CC 
Docket No. 96-128 (filed May 22, 2006) (MPTA Petition). As explained below, MPTA had filed a previous petition 
for declaratory ruling in this proceeding in 1999. See infi·a para. 34. 
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II. BACKGROUND 

A. Payphone Services 

3. Congress enacted section 276 to "promote competition among payphone service providers 
and promote the widespread deployment of payphone service to the benefit of the general public."7 To 
advance these pro-competitive statutmy goals, Congress directed the Commission to "terminal[ e] the 
Clment system of payphone regulation" and "eliminate all discrimination between BOC and independent 
payphones and all subsidies or cost recove1y for BOC payphones."' In addition, section 276 required the 
Conunission to "establish a per call compensation plan to ensure that all payphone service providers are 
fairly compensated for each and every completed intrastate and interstate call using their payphone"' and 
to discontinue "all intrastate and interstate payphone subsidies"10 in favor of the per-call compensation 
plan. 

4. In its 1996 Initial Payphone Order, the Commission concluded that, in order for a BOC to 
be eligible for dial-around compensation, it must offer individual central office coin transmission service· 
to PSPs under nondiscriminatmy, public, tariffed offerings if the BOC provided those services for its 
own payphone operations. 11 The Conunission also concluded that BOCs must provide coin service so 
competitive payphone providers can offer payphone services using either "smart payphones" or "dumb 
payphones" that utilize central office coin services. 12 Because the Commission recognized that BOCs 
may have an incentive to charge their competitors unreasonably high prices for these services, it 
concluded· that "the [NST] is necessary to ensure that central office coin services are priced 
reasonably."13 The NST requires a BOC to provide cost studies for its payphone service rates sufficient 
to establish that such charges will not recover more than a just and reasonable portion of its overhead 
costs from a particular service. 14 

5. The Commission concluded in the Initial Payphone Order that tariffs for payphone 
services should be filed with the Conunission as part of the BOC's access services to ensure that the 

7 47 U.S.C. § 276(b)(l). 
8 H.R. Rep. No. 104-204, at 88 (1995), reprinted in 1996 U.S.C.C.A.N. IO, 54. 

9 47 U.S.C. § 276(b)(l)(A). 

10 47 U.S.C. § 276(b)(l)(B). 

11 Initial Payphone Order, 11 FCC Red at 20614-15, para. 146. We note that, in the Initial Payphone Order and the 
Payphone Reconsideration Order, the Commission referred to "incumbent [local exchange carrier] LEC" 
obligations, not "Bell Operating Company" or BOC obligations. In the Wisconsin Payphone Order, however, the 
Commission clarified that section 276 requires only BOCs, and not incumbent LECs generally, to provide payphone 
lines at cost-based rates. The Commission stated that, "[b]ecause sections 276(a) and (b)(l)(C) apply only to BOCs, 
we do not find that Congress has expressed With the requisite clarity its intention that the Commission exercise 
jurisdiction over the intrastate payphone prices ofnon-BOC LECs." Wisconsin Payphone Order, 17 FCC Red at 
2064, para. 42. The court of appeals agreed. New England Pub. Comms. Council, Inc. v. FCC, 334 F.3d at 78. 

12 See Initial Payphone Order, 11 FCC Red at 20614-15, para. 146. 

13 Id. 
14 "Each tariff filing submitted by a price cap LEC that introduces a new loop-based service, as defined in§ 61.3(pp) 
of this part-including a restructured unbundled basic service element (BSE), as defined in§ 69.2(mm) of this 
chapter, that constitutes a new loop-based service~ that is or will later be included in a basket, must be accompanied 
by cost data sufficient to establish that the new loop-based service or unbundled BSE will not recover more than a 
just and reasonable portion of the carrier's overhead costs." 47 C.F.R. § 61.49(1)(2). 
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services are reasonably priced and do not include subsidies. 15 The Commission also concluded that 
BOCs must file revised canier common line (CCL) tariffs with the Commission no later than January 15, 
1997 "to reduce their interstate CCL charges by an amount equal to the interstate allocation of payphone 
costs [that were] cmrently recovered through those charges, scheduled to take effect April 15, 1997. " 16 

ln discussing tariffing requirements, the Commission stated that section 276 does not refer to, or require, 
the application of sections 251 and 252 to-incumbent LEC payphone services, and it instead concluded 
that Computer III tariff procedures and pricing are more appropriate for basic payphone services 
provided by BOCs to other payphone providers. 17 The Commission stated that any inconsistent state 
requirements with regard to pricing of payphone services are preempted. 18 

6. In the Payphone Reconsideration Order, the Commission modified the federal tariffing 
requirements of payphone services and provided additional guidance for BOC tariff filings. 19 In that 
order, the Commission specified the appropriate cost methodology for payphone lines and expressly 
required that the tariffs for LEC payphone services be: "(I) cost based; (2) consistent with the 
requirements of section 276 with regard, for example, to the removal of subsidies from exchange and 
exchange access services; and (3) nondiscriminatmy."20 The Commission also required that tariffs for 
payphone access lines be filed with the states, rather than the Commission, and it directed that state 
commissions apply the appropriate cost methodology and the Computer III guidelines for tariffing such 
intrastate services. The Commission also permitted states to ask the Commission to review these tariffs 
if they were unable to do so themselves.21 The Commission explained that it "will rely on the states to 
ensure that the basic payphone line is !miffed by the LECs in accoi·danee with the requirements of 
section 276" as articulated by the Commission.22 A subsequent order made clear, however, that "[a]ny 
party who believes that a particular LEC's intrastate tariffs fail to meet [the Commission's] requirements 
has the option of filing a complaint with the Commission. "23 The Commission required tariffing in both 
the federal and state jurisdiction of any basic network services or unbundled payphone features used by 
the BOC's payphone operations.24 

15 Initial Payphone Order, 11 FCC Red at 20615, para. 147. 

16 Id. at 20633, para. 183. 

17 Id. at 20615, para. 147. 

18 Id. See also 47 U.S.C. § 276(c). 

19 See Pa;phone Reconsideration Order, 11 FCC Red 21233. The Commission reiterated its conclusion from the 
Initial Payphone Order that BOCs must provide tariffed, nondiscriminatory basic payphone services that enable 
independent providers to offer payphone services using either "smart payphones" or "dumb payphones" or some 
combination of the two in a manner similar to the BOCs. See id. at 21307-08, para. 162. 

20 Id. at 21308, para. 163. 

21 See id. 

22 Id. 

23 Implementation of the Pay Telephone Reclassification and Compensation Provisions of the Telecomms. Act of 
1996, CC Docket No. 96-128, Order, 12 FCC Red 20997, para. 30 n.93 (CCB rel. Apr. 4, 1997) (First Bureau 
Waiver Order). To file a complaint, "[a]ny person, any body politic, or municipal organization, or State 
commission, complaining of anything done or omitted to be done by any common carrier subject to [ common canier 
regulation], in contravention of the provisions thereof, may apply to said Commission by petition which shall briefly 
state the facts, whereupon a statement of the complaint thus made shall be fmwarded by the Commission to such 
common canier, who shall be called upon to satisfy the complaint or to answer the same in writing within a 
reasonable time to be specified by the Commission." 47 U.S.C. §208(a). 

24 See Payphone Reconsideration Order, 11 FCC Red at 21307-08, para. 162. 
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7. In the Payphone Reconsideration Order, the Commission further concluded that, where the 
BO Cs had already filed intrastate tariffs for these services, no further tariff filings would be required if 
the states detennined that those previously filed tariffs were consistent witb the Commission's Payphone 
Orders.25 The Commission also pennitted the BOCs to begiu receiving dial-around compensation if they 
were able to self-certify compliance with the requirement that their rates be NST complaint.

26 

8. On April 4, 1997, and April 15, 1997, the Cormnon Canier Bureau (Bureau)27 granted 
limited waivers to the BOCs, which allowed them additional time to file interstate and intrastate tariffs 
for payphone services in compliance with the guidelines contained in the Payphone Orders.

28 In the 
waiver orders (one for federal tariffs and one for state tariffs), the Bureau extended until May 19, 1997, 
the deadline for BOCs to file NST-compliant interstate and intrastate tariffs and remain eligible to 
receive dial-around compensation as of April 15, 1997, as long as they were in compliance with all of the 
other requirements set forth in the Payphone Reconsideration Order. 29 The Bureau rnled, however, that 
a BOC that seeks to rely on the waiver "must reimburse their customers or provide credit, from April 15, 
1997, in situations where the newly tariffed rates are lower than the existing tariffed rates."30 

9. On March 2, 2000, the Bureau released the Wisconsin Bureau Order, which directed the 
four largest incumbent local exchange carriers in Wisconsin to submit to the Conrmission copies of their 
tariffs for intrastate payphone services that set forth the rates, terms and conditions associated with 
payphone services. 31 The Wisconsin Bureau Order responded to a letter order from the Wisconsin 
Commission, which concluded that it "lacks jurisdiction under state law to ensure that the rates, terms, 
and conditions applicable to providing basic payphone services comply with the requirements of section 
276 of the Act and the Commission's implementing rules."32 The Wisconsin Bureau Order also required 
the ca1Tiers to provide supporting documentation in compliance with the requirements of section 276 and 
the Commission's implementing rules, including the NST.33 Finally, the Wisconsin Bureau Order 
provided additional guidance as to what the BOCs needed to demonstrate to satisfy the NST.34 

25 See id. at 21308, para. 163. 

26 See id. at 21293, para. 131 (dial-around compensation is the payment can-iers make to PSPs when the carrier's 
customers use payphones to make calls that do not directly compensate PSPs, such as access code calls, subsc1iber 
800 calls, and other toll-free calls). See id. at 21238, para. 7. 

27 The Common Canier Bureau became the Wireline Competition Bureau in 2002 as part of organizational changes 
at the Commission. See generally Establishment of the Media Bureau, the Wireline Competition Bureau and the 
Consumer and Governmental Affairs Bureau, Order, 17 FCC Red 4672 (2002). 

28 See First Bureau Waiver Order, 12 FCC Red 20997 (1997) (regarding interstate ta1iffs); Second Bureau Waiver 
Order, 12 FCC Red 21370 (1997) (regarding intrastate tariffs). 
29 See Second Bureau Waiver Order, 12 FCC Red at 21379, para. 19. 

30 See id. at 21379-80, para. 20. 
31 Wisconsin Pub. Serv. Comm 'n; Order Directing Filings, CCB/CPD No. 00-01, Order, 15 FCC Red 9978 (CCB 
rel. Mar. 2, 2000) (Wisconsin Bureau Order) (the Wisconsin Bureau Order and the Wisconsin Payphone Order will 
be collectively referred to as the Wisconsin Payphone Orders). 

32 Id. at 9979, para. 3. 

33 See id. at 9980, para. 5. 
34 See id. at 9981-82, paras. 9-12. 
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I 0. On application for review, the Co1mnission, in the Wisconsin Payphone Order, affinned in 
part and modified in part the Wisconsin Bureau Order.35 The Commission provided states more specific 
guidance regarding the calculation of BOC payphone line rates pursuant to the NST. Specifically, the 
Commission determined that:(!) states should use an appropriate forward-looking economic cost 
methodology, such as TELRIC or TSLRIC; (2) states may use overhead loading factors applicable to 
unbundled network elements (UNE) or may establish ceilings for loading factors using the methodology 
from either the Physical Collocation Tari.ff Order or the ONA Tari.ff Order; (3) BOCs must reduce the 
monthly per-line charge determined under the NST by the amount of the applicable federally tariffed 
subscriber line charge (SLC); and ( 4) the NST applies to usage-sensitive as well as flat-rate elements of 
the charges for services offered to PSPs.36 

11. Subsequent to the release of the Wisconsin Payphone Order, a number of state 
commissions required the BOCs to lower the payphone line rates being charged to PSPs, and in some 
states the BOCs voluntarily lowered their payphone line rates to ensure compliance with the NST, as 
clarified by the Commission. 37 

B. Petitions for Declaratory Ruling 

12. There are five petitions for declaratory rnling pending before the Commission in this 
docket, all regarding whether various state commissions e1Ted in failing to provide refunds to PSPs. As 
discussed below, although all the petitions raise similar questions and request similar relief, each petition 
presents unique procedural facts. There is an additional petition filed by the MPTA requesting relief 
based on the local usage service rate established by the Michigan Commission. The MPTA petition 
raises a different but related issue to the other petitions and is also resolved in this order. 

1. Illinois Public Telecommunications Association (IPTA) Petition for a 
Declaratory Ruling _ 

a. The Petition 

13. On July 30, 2004, the IPTA filed a petition for declaratory ruling claiming that Illinois Bell 
Telephone Company d/b/a SBC Illinois (SBC), Verizon North, Inc. and Verizon South, Inc. (collectively 
Verizon) violated the Commission's requirements that rates for local telephone network services 
provided to competiog PSPs meet the NST.38 The petition requests a ruling that: (I) the PSP members of 
the IPTA are entitled to refunds from SBC and Verizon for the time periods in which BOC payphone 
rates and charges in Illinois exceeded the NST; (2) the Illinois Commerce Commission (ICC) decision 
denying the IPTA members refunds is inconsistent with the Commission's Payphone Orders; and (3) 
SBC and Verizon were ineligible to receive dial-around compensation for the period of time in which 

35 See Wisconsin Payphone Order, 17 FCC Red at 2051. 
36 See id. at 2067-71, paras. 51-65; see also Local Exchange Carriers' Rates, Terms, and Conditions for Expanded 
Interconnection Through Physical Collocation for Special Access and Switched Transport, CC Docket No. 93-162, 
Second Report and Order, 12 FCC Red 18730 (1997); Open Network Architecture Tariffe of Bell Operating 
Companies, CC Docket No. 92-91, Order, 9 FCC Red 440 (1993). 
37 See, e.g., Mississippi Pub. Serv. Comm'n, Complaint of the Southern Pub. Communication Ass'n for Refund of 
Excess Charges by BellSouth Telecommunications, Inc. Pursuant to its Rates for Payphone Line Access, Usage and 
Features, Order, Docket No. 2003-AD-927, at 2 (rel. Sept. I, 2004) (MPSC Refund Order); Petition for Expedited 
Review of BellSouth Telecommunications, Inc.'s Intrastate Tariffs for Pay Telephone Access Services (PTAS) Rate 
With Respect to Rates for Payphone Line Access, Usage, and Features, by Florida Public Telecomms. Ass'n, Final 
Order on Arbitration of Complaint, Order No. PSC-04-0974-FOF-TP, at 5 (rel. Oct. 7, 2004) (FLPSC Payphone 
Order). 
38 See !PTA Petition at 3. 
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their rates were in excess of the NST.39 The Bureau issued a public notice requesting comments on 
IPTA's petition on August 6, 2004.40 

b. State Procedural History 

14. In 1995, prior to this Commission's Payphone Orders, SBC and the !PTA agreed to a 
discounted rate schedule for payphone usage, to extend through June 30, 2005, which was approved by 
the ICC.41 Similarly, prior to release of the Payphone Orders, the ICC approved Verizon's payphone 
rates.42 In response to the Connnission's Payphone Orders, SBC did not file any new tariffs with the 
ICC.43 Instead, SBC relied upon the tariffs already on file and submitted additional cost documentation 
on May 15, 1997, which was accepted by the ICC.44 Pursuant to the Payphone Orders, however, Verizon 
filed supplemental documentation and reduced certain payphone rates on May 19, 1997.

45 
The ICC 

declared Verizon's rates competitive on October 7, 1997 and did not act to suspend the tariffs.
46 

15. On May 8, 1997, the IPTA filed a petition with the ICC asserting that SBC and Verizon 
were charging network service rates to IPTA payphone service providers in excess of the cost-based rates 
required by the NST.47 !PTA requested, among other things, that the ICC order refunds to its members of 
any amounts that SBC or Verizon charged in excess of cost-based rates that complied with the NST. On 
December 17, 1997, the ICC initiated an investigation into SBC's and Verizon's compliance with the 
NST.48 On November 12, 2003, the ICC issued an order which concluded that: (1) SBC's rates for 
payphone services did not satisfy the NST; (2) Verizon's rates for payphone services did not satisfy the 
NST; and (3) refunds•to PSPs were prohibited by federal and Illinois law and should not be issued.

49 

!PTA appealed the ICC's decision to the Appellate Court of Illinois. 

16. On November 23, 2005, the Appellate Court of Illinois affirmed the ICC's decision.
50 

The 
court agreed with the ICC's decision that, because it had previously approved the payphone rates being 

39 See id. 

4° Comments Sought on Illinois Pub. Telecomms. Association's Petition for a Declaratmy Ruling Concerning 
Refimd of Payphone Line Rate Charges, CC Docket No. 96-128, Public Notice, 19 FCC Red 14939 (WCB 2004). 
A list of parties who filed comments and reply comments on this petition is in the attached Appendix. 

41 Illinois Conm1erce Comm'n, Investigation Info Certain Payphone Issues as Directed in Docket 97-0225, ICC 
Docket No. 98-0195, at 5-6 (rel. Nov. 12, 2003) (ICC Payphone Order). 

42 See BOC !PTA Comments at 5. 

43 See id. 

44 See id 

45 See id. at 6. 
46 See I CC Payphone Order at 6. 
47 See !PTA Petition at 5. 

48 See ICC Payphone Order at 2. 

49 See id. at 42-43. The ICC reasoned that, because it had already approved SBC's and Verizon's rates, the filed 
tariff doctrine ban-ed refunds. Moreover, the ICC noted that "from the time that the FCC established its NST 
through today, there had been no complaint to formally challenge the rates at issue in this case." Id. (emphasis in 
original). 

so Illinois Pub. Telecomms. Ass 'n v. Illinois Commerce Comm 'n, Illinois Bell Telephone Company d/b/al SBC 
1/linois, Verizon North, Inc., and Verizon South, Inc., ICC Docket No. 98-0195, Order, Case No. 1-04-0225 (Ill. 
App. Ct. 2005). 
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charged, SBC and Ve1izon were entitled to rely on those rates for as long as they were in effect. 
51 

Accordingly, the court held "that the subsequent reduction in those rates in November 2003 afford[ ed] no 
right of action for a refund of the difference between the old and new rates" based on the doctrine 
prohibiting retroactive ratemaking.52 The Illinois Supreme Court subsequently denied IPTA's petition 
for leave to appeal the state comt decision. 53 

2. The Southern Public Communication Association (SPCA) Petition for 
Declaratory Ruling 

a. The Petition 

17. On November 9, 2004, the SPCA filed a petition for declaratmy rnling with the 
Commission.54 The petition seeks a ruling that:(!) SPCA members are entitled to refunds of the tariffed 
payphone line rate charges they paid to BellSouth Teleconununications, Inc. (BellSouth) from April 15, 
1997 to October I, 2003 to the extent those charges exceeded rates that comply with the NST; (2) the 
Mississippi Public Service Commission (MPSC) did not properly follow and apply the Commission's 
NST; (3) the MPSC should not have dismissed the SPCA's complaint without an evidentiary hearing; 
and (4) MPSC should re-evaluate its dismissal of the claims in the complaint. The petition also asked the 
Commission to determine whether or not BellSouth was eligible to receive dial-around compensation on 
or before October I, 2003.55 The Bureau issued a public notice requesting comments on SPCA's petition 
on November 19, 2004.56 

b. State Procedural History 

18. On May 19, 1997, BellSouth filed with the MPSC a monthly, flat pay telephone access 
service rate of $46.00 per-line per-month.57 In an order dated July 14, 1997, the MPSC approved the 
BellSouth tariff to be effective as of April 15, 1997, which the SPCA did not appeal.58 In 2003, pursuant 
to a settlement agreement between BellSouth and SPCA, BellSonth agreed to lower the pay telephone 
aeeess rate from $46.00 per-line per-month to $24.99 per-line per-month and to reduce the line rate by 
the amount of the SLC, which further reduced the rate to $17 .86 per-line per-month.59 This rate became 
effective on October I, 2003.60 On December 19, 2003, SPCA filed a complaint with the MPSC 

51 See id. at 8. 

52 See id. 

53 Illinois Pub. Telecomms. Ass 'n v. Illinois Commerce Comm 'n, No. 102166, 219 Ill.2d 565 (2006). 

54 See SPCA Petition. "The SPCA is a Louisiana not-for-profit trade association representing 14 independent 
payphone providers in Mississippi." Id. at 5. 

55 See id. at 4-5. 

56 Comments Sought on Southern Public Telecomms. Association's Petition/or a Dec/arat01y Ruling Concerning 
Rejimd of Payphone Line Rate Charges; Pleading Cycle Established, CC Docket No. 96-128, Public Notice, 19 
FCC Red 22796 (WCB 2004). A list of parties who filed comments and reply comments on this petition is in the 
attached Appendix. 

57 SPCA Petition at 7. See also id. at Exhibit C. 

58 Mississippi Pub. Serv. Comm'n, Bel/South Telecommunications, Inc., In re: Notice of Tariff Filing for Flat Rate 
Options Customer Provided Public Telephones and Smartline Service for Public Telephones, Order, Docket 97-UN-
0302 (rel. July 14, 1997) (MPSC Payphone Order). 

59 SPCA Petition at 8. See also SPCA Petition at Exhibit F. 

oo Id. 
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requesting refunds of excess payphone line charges by BellSouth.61 SPCA claimed that the MPSC did 
not properly evaluate BellSouth's rates in 1997, and that BellSouth's subsequent lowering of the rate in 
2003 indicates that the rate was never compliant with the NST. 62 On September 1, 2004, the MPSC 
denied SPCA's-request and granted BellSouth's motion to dismiss.63 The MPSC concluded that issuing 
refunds would violate the prohibition against retroactive ratemaking, as well as the filed rate doctrine.6

4 

The MPSC also rejected SPCA's claim that the Wisconsin Payphone Order preempted the MPSC's order 
approving the BellSouth tariffs.6' The SPCA's petition for judicial review of the MPSC's decision is 
cunently pending in federal court. 

3. Petition of the Independent Payphone Association of New York, Inc. 
(IP ANY) for an Order of Pre-Emption and Declaratory Ruling 

a. The Petition 

19. On December 29, 2004, the IP ANY filed a petition for declaratoty ruling and order of 
preemption with the Commission.66 IP ANY's petition requests that the Commission: (I) preempt rulings 
of the State of New York, which it claims conflict with the Commission's various Payphone Orders; and 
(2) require Verizon to give refunds to PSPs where rates were not compliant with the NST. 

67 
The Bureau 

issued a public notice requesting comments on JP ANY's petition on January 7, 2005.6
8 

b. State Procedural History 

I. In December 1996, the New York Public Service Commission (NYPSC) instituted a 
proceeding in which it directed Verizon and other LECs in New York to file any tariff revisions that 
would be necessary to comply with the Payphone Orders.69 Verizon filed new payphone tariffs for its 
smart-line services but did not file new tariffs for its public access lines (PAL), or "dumb" payphone 
lines. 70 Verizon claimed that no changes were required to the existing PAL rates for the rates to comply 
with the NST.71 The NYPSC approved the tariffs on a temporaty basis on March 31, 1997.

72 
Verizon 

61 See MPSC Refund Order at I. 

62 See id. at 2. 

63 See generally, MPSC Refund Order. 
64 See id. at 3. 
65 See id. 
66 See JP ANY Petition. "JP ANY is a not-for-profit trade association representing over 80 JPPs in the State of New 
York." Id. at 7. 
67 See id. at 1-2. Verizon was fonnerly known as New York Telephone. 

68 Independent Payphone Ass'n of New York's Petition for Pre-Emption and Declarat01y Ruling Concerning Refimd 
of Payphone Line Rate Charges; Pleading Cycle Established, CC Docket No. 96-128, Public Notice, 20 FCC Red 
476 (WCB 2005). See also, Implementation of the Pay Telephone Reclassification and Compensation Provisions Of 
the Telecomms. Act of 1996, CC Docket No. 96-128, Order Extending Time For Reply Comments, 20 FCC Red 
1609 (WCB 2005). A list of parties who filed comments and reply comments on this petition is in the attached 
Appendix. 
69 JP ANY Petition at 7. See also BOC lPANY Comments at 4. 

70 See JP ANY Petition at 7. 
71 See BOC IP ANY Comments at 4. 
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filed tariff revisions on May 19, 1997 for certain additional features for its smart payphone lines but did 
not file any new rates for the P ALs. 73 

20. On July 30, 1997, the NYPSC sought comment on the tariffs submitted by the incumbent 
LECs.74 IP ANY filed comments arguing that Verizon's rates were excessive and unlawful and did not 
comply with the NST.75 The NYPSC kept the proceeding open but took no action for more than two 
years.76 On December 2, 1999, IP ANY filed a petition with the NYPSC urging it to take final action on 
its proceeding, to dete1mine that the pre-existing tariffs are unlawful, and to order refunds.

77 
The 

NYPSC instead instituted a second proceeding on these issues. 78 

21. In an October 12, 2000 order, the NYPSC ruled that Verizon's payphone rates, including 
the PAL rates, were reasonable and satisfied the NST.79 The NYPSC concluded that, with regard to the 
P ALs, the current rates for Verizon's payphone services recover direct-embedded cost plus a reasonable 
contribution toward common costs and overhead.80 However, the NYPSC noted that traditionally, under 
the NST, the Federal Communications Commission allowed rates one to two times above direct
embedded costs, and Verizon's payphone rates included common costs and overhead at 30% above 
direct-embedded cost.81 Although IP ANY had submitted the Wisconsin Bureau Order during the course 
of the proceeding to argue that rates should be set using a TELRIC type methodology, the NYPSC found 
that IPANY's reliance on the Wisconsin Bureau Order was misplaced.82 The NYPSC concluded that the 
Wisconsin Bureau Order only applied to the named Wisconsin LECs, and that the approach used in the 
order did not preclude the methodology used by the NYPSC in evaluating Verizon's rates.

83 
IP ANY 

filed a petition for rehearing of the NYPSC's order, whicb was denied on September 21, 2001.
84 

(Continued from previous page) ------------
72 New York Pub. Serv. Comm'n, Proceeding on Motion of the Corrtm'n to Review Regulation of Coin Telephone 
Services Under Revised Federal Regulations Adopted Pursuant to the Telecomms. Act of 1996, Order Approving 
Tariff on a Temporary Basis, Case No. 96-C-1174 (rel. Mar. 31, 1997). 

73 See BOC IP ANY Comments at 5. 

74 See IP ANY Petition at 8. 

75 See id. 

16 See id. 

77 See id. at 8-9. 
78 See New York Pub. Serv. Comm'n, Petition filed by the Independent Payphone Ass'n of New York, Inc. that the 
Comm'n Modify New York Telephone Company's Wholesale Payphone Service Rates and Award Refunds; 
Proceeding on Motion of the Commission to Review Regulation of Coin Telephone Services Under Revised Federal 
Regulations Adopted Pursuant to the Telecommunications Act of 1996, Order Approving Pe1manent Rates and 
Denying Petition for Rehearing, Case Nos. 99-C-1684, 96-C-1174 at 6 (rel. Oct. 12, 2000) (NYPSC Payphone 
Order). 
79 See NYPSC Payphone Order at 7-8. 

80 See id. at 6. 
81 See id. 

82 See id. at 6-7. 
83 Id. at 7. 
84 New York Pub. Serv. Comm'n, Petition filed by the Independent Payphone Ass'n of New York, Inc. that the 
Comm'n Modify New York Telephone Company's Wholesale Payphone Service Rates and Award Refunds; 
Proceeding on Motion of the Commission to Review Regulation of Coin Telephone Services Under Revised Federal 

( continued ... ) 
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22. IP ANY then appealed the NYPSC's decision to the Supreme Court of New York, New 
York's trial-level court. Rejecting IP ANY's argument that the Wisconsin Payphone Orders had to be 
considered by the NYPSC, the Supreme Court concluded that neither of the Wisconsin Payphone Orders 
was applicable to the proceeding, because IP ANY had failed to exhaust its administrative remedies and 
should have filed a petition with the NYPSC asking for Verizon's rates to be modified prospectively 
based on the Wisconsin Payphone Orders. 85 Accordingly, the court considered the state of the law as of 
December 1996. The court expressed concern that Verizon's pre-existing PAL rates apparently were 
based on embedded costs, which are historical and would not necessarily comply with the NST, and it 
remanded the issue to the NYPSC to determine whether the rates complied with the NST.86 The court 
also concluded that IP ANY would be entitled to refunds should the NYPSC conclude that Verizon's rates 
did not comply with the NST.87 

23. Both Verizon and IP ANY appealed the Supreme Court decision to the State Supreme 
Court, Appellate Division. The Appellate Division agreed that the Supreme Court did not have to 
consider the Wisconsin Payphone Orders in making its decision, because IP ANY could have petitioned 
the NYPSC to change Verizon's rates in response to the Wisconsin Payphone Orders, but did not, and, 
therefore, failed to exhaust its administrative remedies. 88

. Moreover, the Appellate Division concluded 
that, even if the NYPSC lowered Verizon's rates, IP ANY would not be entitled to refunds because the 
Conm1ission's refund orders only contemplated refunds for the period between April 15, 1997 and May 
19, 1997. 89 IP ANY's requests for rehearing and pe1mission to appeal were denied.9° 

24. On June 30, 2006, pursuant to complaints from PSPs regarding Verizon's PAL rates, the 
NYPSC reduced the rates Verizon could charge PSPs on a prospective basis.91 The NYPSC based its 
decision on a white paper proposed by its advisory staff which estimated costs on the basis of a long-mu 
incremental cost analysis. The NYPSC also sought comment as to whether it should further review the 
propriety of the rates that were in effect prior to the June 2006 Rate Order. 92 On May 24, 2007, the 
NYPSC noted the existing IP ANY Petition before fue Connnission and concluded that, pending a 
Commission decision, it would not investigate whether the prior PAL rates complied with the NST 

(Continued from previous page) ------------
Regulations Adopted Pursuant to the Telecommunications Act of 1996, Order Denying Petition for Rehearing of 
October 12, 2000 Order, Case Nos. 99-C-1684, 96-C-1174 (rel. Sept. 21, 2001). 
85 Independent Payphone Ass'n of New York, Inc., and Telep/ex Coin Communications, Inc. v. Pub. Serv. Comm 'n 
of the State of New York and Verizon New York, Inc., Decision and Order, Index No. 413-02, RITNo. 01-02-
ST2369, at 17-18 (State of New York Supreme Court rel. July 31, 2002) (NY Supreme Court Order). 

86 See id. at 19. 
87 See id..at 21-22. 
88 Independent PayphoneAss'n a/New York, Inc., et al. v. Pub. Serv. Comm'n of the State of New York and Verizon 
New York, Inc., Memorandum and Order, 5 A.D.3d 960, at 4 (New York, Supreme Court, Appellate Division, Third 
Judicial Department, rel. Mar. 25, 2004) (NY Appellate Court Order). 

89 See id. at 5. 
90 See !PANY Petition at 13. 
91 See New York Pub. Serv. Comm'n, Complaint of Phone Management Enterprises, Inc. and Other Pay Telephone 
Operators Against Verizon New York, Inc. for Refunds Relating to Unlawful Underlying Payphone Services Rates; 
Complaint of American Payphone Communications, Inc. Against Verizon New York Inc. Concerning Alleged 
Refunds Relating to Unlawful Underlying Payphone Service Rates, Order Resolving Complaints and Inviting 
Comments Regarding Public Access Line Rates, Case Nos. 03-C-0428, 03-C-0519 (rel. June 30, 2006) (June 2006 
Rate Order). 
92 Id. at 14. 
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before they were superseded.93 The NYPSC concluded that the Commission's ruling on the IP ANY 
petition might render the remand proceeding unnecessary or affect the relief provided in that proceeding, 
and therefore that the prudent course would be to refrain from conducting further proceedings until the 
Commission had issued a final decision.94 

4. Petition of the Florida Public Telecommunications Association, Inc. (FPTA) 
for a Declaratory Ruling ancl for an Order of Preemption 

a. The Petition 

25. On January 31, 2006, the FPTA filed a petition for declarato1y ruling and order of 
preemption with the Commission.95 The petition asks the Conunission to:(!) find that, from April 15, 
1997 to November 10, 2003, BellSouth collected end user common line (EUCL) charges in addition to 
unadjusted local payphone access line charges in contravention of section 276 of the Communications 
Act; (2) order BellSouth to refund to the relevant PSPs the payphone line charges those providers paid to 
BellSouth from April 15, 1997 to November 10, 2003 with interest, to the extent those charges exceeded 
rates that complied with section 276 of the Act, including any EUCL charge amounts collected during 
that time period; and (3) preempt the Florida Public Service Commission (FLPSC) ruling that 
BellSouth's rates were legally sustainable_% The Bureau issued a public notice requesting comments on 
FPTA's petition on Februa1y 8, 2006.97 

b. State Procedural History 

26. On August 11, 1998, the FLPSC issued an order, which concluded that the existing 
BellSouth tariffs for payphone line services were cost-based, consistent with section 276 of the 
Communications Act, and non-discriminatoiy.98 FPTA protested the order but subsequently withdrew its 
protest, and the order became final on January 19, 1999.99 

• On March 26, 2003, subsequent to the release 
of the Wisconsin Payphone Order, FPTA filed a petition with the FLPSC, requesting an expedited review 
ofBellSouth's tariffs that included payphone line rates. 100 In its petition before the FLPSC, FPTA 
argued that BellSouth's payphone rates did not meet the NST, because the raies included the amount of 

93 New York Pub. Se,v. Corum'n, Complaint of Phone Management Enterprises, Inc. and Other Pay Telephone 
Operators Against Verizon New York, Inc. for Refunds Relating to Unlawful Underlying Payphone Services Rates; 
Complaint of Amedcan Payphone Communications, Inc. Against Verizon New York Inc. Concerning Alleged 
Refunds Relating to Unlawful Underlying Payphone Se,vice Rates, Order·Denying Rehearing and Addressing 
Comments, Case Nos. 03-C-0428, 03-C-0519 (rel. May 24, 2007). 

94 Id. at 17, 24. 

95 See FPTA Petltion. "The FPTA is a trade association that serves the legal, regulatory and legislative interests of 
independent PSPs and related public telecommunications providers in Florida." Id. at 1-2. 

96 See id. at 2. 
97 Pleading Cycle Established for Florida Pub. Telecom ms. Ass 'n, Inc. Petition for Dec/aratmy Ruling and Order of 
Preemption, CC Docket No. 96-128, Public Notice, 21 FCC Red 1373 (WCB 2006). A list of parties who filed 
comments and reply comments on this petition is in the attached Appendix. 
98 See Fl. Pub. Serv. Comm'n, Establishment oflntrastate Implementation Requirements Governing Federally 
Mandated Deregulation of Local Exchange Company Payphones, Notice of Proposed Agency Action Order 
Approving Federally Mandated Intrastate Tariffs For Basic Payphone Se1vices, Order No. PSC-98-1088-FOF-TL 
(rel. Aug. 11, 1998). 
99 See FLPSC Payphone Order at 4. 

100 See id. 
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the EUCL. 101 FPTA also argued that Florida independent PSPs were entitled to refunds for the rates that 
exceeded the Commission's NST from April 15, 1997 to November 10, 2003, "because these rates failed 
to reflect any reduction or provide any credit for the collection of the EUCL eharge." 102 On October 27, 
2003, BellSouth filed a revision to its General Subscriber Services Tariff to reduce its approved and 
effective payphone rates by the amount of the federal EUCL charge. 103 The rate reduction became 
effective on November 10, 2003. 104 

27. On October 7, 2004, the FLPSC issued an order which concluded that BellSouth's 
payphone line rates between April 15, 1997 and November 10, 2003 were legally sustainable, and were 
consistent with BellSouth's tariffs and the FLPSC's controlling orders. 105 The FLPSC further concluded 
that refunds were not appropriate because FPTA withdrew its protest of the FLPSC's order approving 
BellSouth's initial rates, did not challenge the state commission's orders in any forum, and for years its 
members paid the rates set forth in BellSouth's tariffs. 106 On December 6, 2004, the Supreme Court of 
Florida dismissed the FPTA's appeal of the FLPSC Payphone Order as not timely filed. 107 

5. Payphone Association of Ohio (PAO) Petition for Preemption and 
Declaratory Ruling 

a. The Petition 

28. On December 28, 2006, PAO filed a petition for preemption and declarato1y ruling with 
the Commission. 108 The petition asks the Commission to: (1) establish the rights of PAO members to 
refunds of payphone access line rate overcharges dating back to April 15, 1997; (2) preempt the actions 
of the Public Utilities Commission of Ohio (PUCO) that PAO alleges are inconsistent with this 
Commission's regulations and the NST; and (3) order SBC to disgorge itself of dial-around 
compensation collected pursuant to section 276 of the Act and the Commission's rules and orders 
promulgated under it. 109 The Bureau issued a public notice requesting comments on PAO's petition on 
Januaiy 12, 2007.uo 

b. State Procedural History 

29. On December 9, 1996, the PUCO initiated a proceeding to implement the requirements of 
section 276 of the Act and the Commission's Payphone Orders.1u By entry issued December 19, 1996, 

101 See FPTA Petition at 9-11. 
102 Id. at 8. 
103 See id. at 5. 

l0
4 See id. 

105 See FLPSC Payphone Order at 14. 
106 See id. at 13. 

107 Florida Public Telecomms. Ass 'n, Inc. v. J. Teny Deason, Case No. SC04-227 I (rel. Dec. 6, 2004) (unpublished 
decision). 

108 See PAO Petition. "The PAO is a not-for-profit corporation organized under the laws of the State of Ohio and is 
comprised of independent payphone providers operating therein." Id at 3. 

109 See id. at 1-2. 
110 Pleading Cycle Established for Payphone Association of Ohio Petition to Preempt the Actions of the State of 
Ohio, and/or a Declarat01y Ruling, CC Docket No. 96-128, Public Notice, 22 FCC Red 296 (WCB 2007). A list of 
parties who filed comments and reply comments on this petition is in the attached Appendix. 

111 PAO Petition at 4. 
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the PUCO directed all incumbent LECs operating within Ohio to file by January 15, 1997, tariffs with the 
requisite access line provisions for "smart" and "dumb" payphones. 112 The PUCO issued another enl!y 
on May 22, 1997, in which it noted the requirement for incumbent LECs to remove from their intrastate 
rates, any charges that recover the costs of the payphones. ' 13 To ensure that requirement was satisfied, 
the PUCO required all incumbent LECs to file by June 12, 1997, "case infmmation detailing all 1996 
payphone revenues and expenses, and payphone plant, reserve, and other payphone related items in rate 
base as of December 31, 1996."1" The PUCO also insl!ucted each incumbent LEC to review its 
respective payphone tariff to ensure it is consistent with the requirements of section 276 of the Act, the 
Commission's regulations and the PUCO investigation, and_to file any proposed tariff amendments by 
June 22, 1997. '" On September 25, 1997, the PUCO issued an entry approving SBC's tariff as 
consistent with the Act, the Commission's decisions in this docket and the PUCO's May 22, 1997 
entiy. 116 

30. On June 30, 1997, PAO filed a motion to conduct an evidentiary hearing to detennine if 
incumbent LECs are in compliance with section 276 of the Act. ' 17 By enlly dated Janua1y 28, 1999, the 
PUCO granted PAO's motion for an evidentiary hearing.'" The PUCO concluded that there was 
insufficient evidence at that time to satisfy it that the payphone tariffs of SBC fully comply with the 
requirements ofsectioi:i 276 of the Act and the Commission's rnles.1!9 However, the PUCO noted that 
SBC had approved payphone tariffs in effect, and its decision to investigate "does not relieve any person 
from the terms and conditions of those tariffs pending a Commission order once the investigation is 
completed."120 

31. On June 17, 2002, PAO filed a motion to expand the scope of the proceeding and to 
compel the incumbent LECs to comply with the NST as set forth by the Wisconsin Payphone Order.

121 

By enl!y dated November 26, 2002, the PUCO revisited and revised the issues relevant to the proceeding 

112 Public Utilities Comm'n of Ohio, Commission's Investigation into the Implementation of Section 276 of the 
Telecommunications Act of 1996 Regarding Pay Telephone Services, Entry, Case No. 96-1310-TP-COI (rel. Dec. 
20, 1996). 
113 Public Utilities Comm'n of Ohio, Commission's Investigation into the Implementation of Section 276 of the 
Telecommunications Act of 1996 Regarding Pay Telephone Services, Entry, Case No. 96-1310-TP-COI at 4 (rel. 
May 22, 1997). 

ll4 Id 

'"Id.at 7. 

'" Public Utilities Comm'n of Ohio, Commission's Investigation into the Implementation of Section 276 of the 
Telecommunications Act of 1996 Regarding Pay Telephone Services, Entry, Case No. 96-1310-TP-COI at 2-3 (reL 
Sept. 25, 1997). 

m PAO Petition at 4-5. 

118 Public Utilities Comm'n of Ohio, Commission's Investigation into the Implementation of Section 276 of the 
Telecommunications Act of 1996 Regarding Pay Telephone Services, Ently, Case No. 96-1310-TP-COI (rel. Jan. 
28, 1999). 

" 9 Id. at 5. 

no Id 

121 Public Utilities Comm'n of Ohio, Commission's Investigation into the Implementation of Section 276 of the 
Telecommunications Act of 1996 Regarding Pay Telephone Services, Ent1y, Case No. 96-1310-TP-COI at I (rel. 
Nov. 26, 2002). 
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in light of the Wisconsin Payphone Order. 122 The PUCO dismissed the non-RBOCs from the proceeding 
and concluded that the core issue was whether SBC was providing payphone services at forward-looking, 
cost based rates. 123 In addition, the PUCO imposed an interim, forward-looking rate for payphone 
services that was to be subject to a true-up. 124 On Januaiy 16, 2003, the PUCO issued an entty on 
rehearing, which ordered SBC to file tariff revisions incorporating the interim rates. 125 On September 1, 
2004, the PUCO issued an opinion and order in its proceeding. 126 The PUCO concluded that the 
overhead loading factors SBC proposed were not compliant with the NST, and therefore reduced the 
rates for payphone services. 127 Although the PUCO did require a trne-up between the interim rates and 
the permanent rates, it did not address PAO's claim that refunds were required back to April 15, 1997. 

128 

However, in its October 27, 2004 entry on rehearing, the PUCO rejected PAO's claims for refunds back 
to April 1, 1997.129 The PUCO agreed with SBC's arguments that such refunds would constitute 
retroactive ratemaking and PAO inappropriately relied on documents that were previously stricken from 
the record. 130 The Supreme Court of Ohio affirmed the PUCO's decision on June 28, 2006. 131 The court 
concluded that the PUCO's refusal to address the issue ofrefunds for any period before the interim tariff 
rates were approved in 2003 was not manifestly against the weight of the evidence, and therefore, 
rejected PAO's claim. 132 

6. Michigan Pay Telephone Association (MPTA) Petition for Declaratory 
Ruling 

a. The Petition 

32. On May 22, 2006, the MPTA filed a petition for declaratory ruling with the 
Commission. 133 MPTA asks the Commission to "resolve an outstanding legal controversy with respect to 

122 Id. at 11. 

123 Id. 

124 Id. at 11-12. 
125 Public Utilities Comm'n of Ohio, Commission's Investigation into the Implementation of Section 276 of the 
Telecommunications Act of 1996 Regarding Pay Telephone Services, Second Entry On Rehearing, Case No. 96-
1310-TP-COI (rel. Jan. 16, 2003). 
126 Public Utilities Comm'n of Ohio, Commission's Investigation into the Implementation of Section 276 of the 
Telecommunications Act of 1996 Regarding Pay Telephone Services, Opinion and Order, Case No. 96-1310-TP
COI (rel. Sept. I, 2004)(PUCO Payphone Order). 
127 Id. at 30. 

128 Id. 

129 Public Utilities Comm'n of Ohio, Commission's Investigation into the Implementation of Section 276 of the 
Telecommunications Act of 1996 Regarding Pay Telephone Services, Entry on Reheadng, Case No. 96-1310-TP-
COI (rel. Oct. 27, 2004)(PUCO Rehearing Order). • 

130 Id. at 16-17. 
131 Payphone Association of Ohio v. Public Utilities Commission of Ohio, 849 N.E.2d 4 (Ohio 2006). 

132 Id. at9-10. 
133 See generally MPTA Petition. "The [MPTA] is a Michigan nonprofit corporation organized for the purpose of 
promoting and advancing the interests oflndependent Payphone Providers ("IPPs") operating in the state of 
Michigan." Id. at n.1. The MPTA had filed a previous petition with the Commission in which it argued that the 
Michigan Commission had filed to set rates according to the NST, which the Commission granted and remanded 

( continued ... ) 
16 

674 



Federal Communications Commission FCC 13-24 

the Commission's directives regarding intrastate payphone access line rates, and to preempt a decision by 
the Michigan Public Service Commission that is inconsistent with 47 U.S.C. § 276.""4 In its state 
proceedings reviewing AT&T Michigan's payphone line rates, the Michigan Commission adopted two 
separate, non-uniform overhead allocations for two parts of the payphone line rate, one for the fixed 
recun-ing rate and one for the local usage service rate."5 MPTA contends that this use of non-uniform 
overhead allocations without justification makes the local usage service rate not NST compliant."' The 
Bureau issued a public notice requesting comments on MPTA's petition on June 2, 2006. 137 

b. Procedural History 

33. On May 8, 1999, the Michigan Commission issued an order denying in part a complaint 
filed by the MPTA challenging the rates charged by Ameritech and GTE138 in response to the 
Commission's Payphone Orders. " 9 The Michigan Commission found, among other things, that the 
MPT A did not meet its burden to prove that the BO Cs' payphone service rates were not NST 
compliant. 140 The Michigan Court of Appeals affomed the Michigan Commission's detetminations. 141 

MPTA applied for leave to appeal ·10 the Michigan Supreme Court142 and also sought this Commission's 
review of the Michigan Commission's decision in a petition for declaratory rnling filed November 10, 
1999 .143 Shortly after this Commission released the Wisconsin Payphone Orders providing additional 
clarification to the industry, the Common Carrier Bureau released an order granting the MPTA First 
Petition. 144 Specifically, the order found that the decision of the Michigan Connnission appeared "to be 

(Continued from previous page) -------------
back to the Michigan Commission. See A;Jichigan Payphone Association Petition/or Declaratmy Ruling, CCB!CPD 
No. 99-35, Order, 17 FCC Red 4275 (CCB 2002) (MPTA 2002 Order). 

"
4 Id. at I. 

"
5 See MPTA Petition at 2. 

" 6 See generally MPTA Petition. The MPTA Petition is different than the five other petitions for declaratmy ruling 
discussed in this order because it asks the Commission to address the appropriate application of the new services test, 
whereas the other five petitions for declaratmy rnling request that the Commission address a controversy involving 
the appropriateness of refunds when charges are allegedly in excess of NST-compliant rates. 

137 See Pleading Cycle Established/or Michigan Pay Telephone Association Petition for Dec/arato,y Ruling, CC 
Docket No. 96-128, 21 FCC Red 6289 (WCB 2006). A list of parties who filed comments and reply comments on 
this petition is in the attached Appendix. 

" 8 "At the time of initiating the underlying proceeding al the Michigan Public Service Commission, Michigan Bell 
Telephone Company was an affiliate of Amelitech Corporation. Through various corporate transactions in the 
interim years, Michigan Bell Telephone Company is now an subsidiary of AT&T, Inc." See MPTA Petition at n.2. 

" 9 See In the matter of the complaint of the Michigan Pay Telephone Association, et al. v. Ameritech Michigan and 
GTE North Incorporated, MPSC Case No. U-11756, Order (rel. Mar. 8, 1999) (Michigan Commission 1999 Order). 

140 See id. at 8. 

141 See In the matter of the complaint of the Michigan Pay Telephone Association, et al. v. Ameritech Michigan and 
GTE North Incorporated, MPSC Case No. U-11756, Order, at 2 (rel. Mar. 16, 2004) (Michigan Commission 2004 
Order). 
142 See id. at 3. 

143 See Michigan Pay Telephone Association's Petition for Declaratory Ruling Regarding The Prices Charged by 
Ameritech Michigan And GTE Nmih, Inc. for Network Access Services Made Available to Payphone Providers in 
Michigan, CC Docket No. 96-128 (filed Nov. IO, 1999) (MPTA First Petition). 

144 See generally MPTA 2002 Order. After the Commission's order was released, the MPTA and the Michigan 
Commission "filed a joint motion before the Michigan Supreme Comi to remand this matter back to the [Michigan] 

(continued ... ) 
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inconsistent with the Wisconsin Order"145 and remanded the proceeding back to the state commission to 
re-evaluate its decision "concerning the pricing ofBOCs' intrastate payphone line rates and overhead 
ratios to ensure compliance with the Wisconsin Order."146 

34. On May 26, 2006, MPTA filed this petition for declaratory ruling with the Commission. 147 

MPTA argues that on remand the Michigan Co1mnission "failed to implement this Commission's 
mandates with respect to one of the largest cost components the payphone providers face in their monthly 
billing-AT&T Michigan's usage rates." 148 MPTA says that the Michigan Commission "adopted a 
separate overhead allocation for usage, and not only failed to identify what the overhead allocation was, 
but reached its conclusion by merely comparing local usage rates with the rates charged for toll usage to 
business customers, which is not a cost-based service."149 By comparing "local usage to the non-cost
based toll usage service" the Michigan Commission's actions were "antithetical to the specific mandates 
of the new services test and Section 276."150 The MPTA asks that the Commission grant the MPTA 
Petition and find "that the [Michigan Commission] failed to properly interpret and follow the 
Commission's New Services Test with respect to AT&T's local usage overhead allocation service and 
rate. " 151 

• 

C. Other Requests for Commission Action 

35. In addition to the six petitions for declarato1y ruling discussed above, the Commission 
received other requests for guidance or clarification with regard to the implementation of the NST. The 
Supreme Judicial Court of the Commonwealth of Massachusetts sent the Commission a letter requesting 
the Commission's guidance as to the appropriateness of ordering refunds when a state commission 
subsequently dete1mined that payphone rates were not NST compliant, but had earlier allowed the 
existing rates to remain in effect based upon the incumbent LEC's certification that the rates were NST 
compliant.152 The court sent this letter several weeks after it issued an order staying for six months from 
Februaiy 16, 2006, an appeal by the New England Public Communications Council, Inc., so relevant 
questions could be presented in letter format to the Commission. 153 The Bureau issued a public notice on 

(Continued from previous page) 
Commission for further consideration in light of the Wisconsin Order. On June 24, 2002, the Michigan Supreme 
Court vacated the Court of Appeals' decision and remanded this case back to the [Michigan] Commission." 
Michigan Commission 2004 Order at 3. 
145 See MPTA 2002 Order, 17 FCC Red at 4276, para. 3. 

146 See id. 
147 See generally MPTA Petition. 
148 MPTA Petition at 2. 
149 Id. at 3. 

150 Id. 

151 See Letter from Henry T. Kelly, Counsel, Michigan Pay Telephone Association to Marlene H. Dmtch, Secretaiy, 
Federal Conununications Connnission, CC Docket No. 96-128, at Attach., p. 12 (filed Jan. 28, 2010). 

152 See Letter from Maura S. Doyle, Clerk, Commonwealth of Massachusetts, Supreme Judicial Court, to Kevin J. 
Martin, Chairman, Federal Communications Commission, CC Docket No. 96-128 (filed Mar. 15, 2006) 
(Massachusetts Letter). 
153 See New England Public Communications Council, Inc. v. Department ofTelecommunicalim-;s and Energy and 
Verizon Communications of New England, Inc., Order, No. SJ-2004-0327 (Mass. Sup. Jud. Ct. Mar. 6, 2006). 
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the comt's.order and letter and announced that it would consider the court's request in conjunction with 
the PSP petitions for declaratory ruling pending before it. 154 

36. The Oregon Public Utility Commission also sent a letter to the Connnission requesting 
prompt action on the pending petitions for declaratoty ruling and specifically asking whether the Second 
Bureau Waiver Order requires refunds of a po1tion of payphone access line rates back to April 15, 1997 
if those rates do not comply with the Commission's NST. 155 

III. DISCUSSION 

A. Preemption of State Conu,nission Orders Regarding Refunds in This Proceeding Is 
Not Warranted 

37. We deny the !PTA, SPCA, IPANY, FPTA, and PAO petitions. As discussed more fully 
below, section 276(c) states that "to the extent that any State requirements are inconsistent with the 
Commission's regulations, the Commission's regulations on such matters shall preempt such State 
requirements."156 Because we conclude that the requirements in the state commission decisions before us 
are not inconsistent with the Commission's regulations, we do not preempt those decisions. 157 

38. In its Payphone Reconsideration Order, the Commission charged the states with the 
responsibility to ensure that BOC intrastate payphone line rates comply with the NST and provided the 
states with general guidance regarding compliance. 158 The Commission stated that rates must be: 
(I) cost-based; (2) consistent with the requirements of section 276 with regard, for example, to the 
removal of subsidies from exchange and exchange access services; and (3) nondiscriminatory. 159 The 
Commission fiuther stated that states must apply these requirements and the Computer JII guidelines for 
tariffing such intrastate services, but that they may ask the Commission to review these tariffs if they are 
unable to do so themselves. 160 Moreover, the Commission permitted the BOCs to self-certify compliance 
with the NSTand to begin collecting dial-around compensation as of April 15, 1997.161 The Commission 

154 New England Public Communications Council, Inc. Filing of Letterfi·om Supreme Judicial Court of 
Massachusetts Regarding Implementation of the Pay Telephone Compensation Provisions of the 
Telecommunications Act of 1996, CC Docket No. 96-128, Public Notice, 21 FCC Red 3519 (WCB 2006). 

155 See Letter from Lee Beyer, Chairman, and John Savage and Ray Baum, Commissioners, Oregon Public Utility 
Commission, to Kevin Maiiin, Chairman, Federal Communibations Commission, CC Docket No. 96-128 (filed Nov. 
23, 2005) (Oregon Letter). 
156 47 U.S.C. § 276(c). 
1
_
57 Because we conclude that the state commission decisions are not inconsistent with the Commission's orders, we 

decline to order reparations as requested by the PSPs. See, e.g., IPTA Petition at 3; Letter from Robert F. Aldrich, 
Attorney, APCC, to Marlene H. Dortch, Secretaiy, Federal Communications Commission, CC Docket No. 96-128 at 
2-8 (filed Oct. 25, 2006) (APCC Oct. 25 th Ex Parle Letter). 
158 See Payphone Reconsideration Order, l l FCC Red at 21308, para. 163. 

159 See Id. 

160 See Id. 

161 Id. at 21293, paras. 130-31. We reject PSP arguments that the Commission should detem1ine that the BOCs were 
not entiHed to begin collecting dial-around compensation as of April 15, 1997. See IPTA Petition at 3; SPCA 
Petition at-12; PAO Petition at 25. The petitioners have not submitted any evidence that the BOCs' self
certifications were defective or fraudulent, or that the BOCs knew when the self-certifications were submitted that 
their payphone rates were not NST-compliant. See Ameritech Illinois, US }Vest Communications Inc., et al., v. MCI 
Telecommunications C01poration, and Ameritech Illinois, Pacific Bell, et al., v. Frontier Communications Services, 
Inc. et al., Memorandum Opinion and Order, 14 FCC Red 18643 (CCB 1999) (finding that cettification letters were 
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did not specifically address whether refunds should be issued if a subsequent proceeding determined that 
the rates the BOCs self-certified were not consistent with the NST. Like other tariff and rate-setting 
procedures, the issue ofrefunds was properly administered by the states. 162 Significantly, however, the 
Commission made clear that NST-compliant rates were a quid pro quo for receiving dial-around 
compensation. 163 To the extent that states ultimately detennine that BOC rates were not NST-compliant 
while the BOC was receiving dial-around compensation at any time after April 15, 1997, the date on 
which the BOC obligation to have NST-compliant rates took effect, we claiify that states inay consider 
that fact when determining whether refunds are appropriate. 

39. In the Wisconsin Payphone Order, the Cmmnission provided states with more specific 
guidance on how to implement the NST. Specifically, the Commission stated that, in applying the NST: 
(1) states sh9uld use an approptiate fotward-looking economic cost methodology, such as TELRIC or 
TSLRIC; (2) states may use overhead loading factors applicable to unbundled network elements or may 
establish ceilings for loading factors using the methodology from either the Physical Co/location Tariff 
Order or the ONA Tariff Order; (3) BOCs must reduce the monthly per-line charge detennined under the 
NST by the amount of the applicable federally tariffed subscriber line charge (SLC); and ( 4) states 
should apply the NST to usage-sensitive as well as flat-rate elements of the services offered to PSPs. 164 

40. Pursuant to the guidance provided in these orders, the state commissions at issue held 
proceedings on whether payphone rates were NST-compliant and thus met the requirements of section 
276 of the Act. Each state commission, after considering the specific facts before them, concluded that 
refunds for the differences in rates were not appropriate. The orders resulting from these proceedings are 
the subject of the petitions addressed in this order. 165 Based on the evidence submitted in the record, we 
conclude that these state commissions followed the Commission's orders and fulfilled the duties with 
which the Commission charged them in the Payphone Orders and the Wisconsin Payphone Order.

166 

Indeed, each state commission analyzed whether refunds were appropriate, and determined, for different 

(Continued from previous page) -------------
satisfactory ce11ification of compliance with the prerequisites to receiving payphone compensation outlined in the 
Payphone Orders). Nonetheless, should a state determine that a particular BOC's rates were not NST-compliant, 
even though the BOC had certified that they were and that the BOC had been collecting payphone compensation, this 
would present a strong argument that refunds should be ordered. 
162 "[M]any of the FCC's orders specify LECs bear the burden of demonstrating or justifying their tariff rates to state 
regulators and are responsible for ensuring their rates are NST compliant." TON Services, Inc. v. Qwest C01p., 493 
F.3d 1225, 1241 (10th Cir. 2007) (TON v. Qwest) (internal citations omitted). 

163 See Initial Payphone Order, 11 FCC Red at 20605, para. 127; see also First Bureau Waiver Order, 12 FCC Red 
at 21011-12, para. 30. We note that, in order to receive dial around compensation, Qwest (then US West) certified, 
by letters to IXCs, to state commissions, and to the Commission, that, as of May 20, 1997, it had met all 
requirements necessary to receive payphone compensation in all of its states except for New Mexico. Qwest 
certified its compliance for New Mexico on November 12, 1997. See Letter from Lynn Stan, Vice President, Qwest, 
to Marlene H. Dortch, Secretary, Federal Communications Commission, CC Docket No. 96-128 at Attachment 3 
(filed May 17, 2007) (Qwest Certification Letters). Thus, any state conm1ission proceeding considering Qwest's 
compliance with section 276 may properly consider whether Qwest's certifications of compliance alone satisfy its 
obligations to comply with the Payphone Orders and section 276, or whether an affirmative demonstration ofNST
compliant rates is required to resolve issues of refund liability. 

164 Wisconsin Payphone Order, 17 FCC Red at 2065-71, paras. 45-65. 

165 See generally ICC Payphone Order; MPSC Refund Order; NYPSC Payphone Order; FLPSC Payphone Order; 
PUCO Payphone Order; PUCO Rehearing Order. 

166 "We will rely on the states to ensure that the basic payphone line is tariffed by the LECs in accordance with the 
requirements of Section 276." Payphone Reconsideration Order, 11 FCC Red at 21308, para. 163. 
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reasons, that they were not. 167 Nothing in the record here persuades us that the state commissions 
misapplied federal or state law or regulations, or established requirements that are inconsistent with the 
Cmmnission's regulations. Accordingly, we conclude that preemption is not warranted under these 
circumstances. 

41. In reaching this conclusion, we reject the PSPs' arguments that section 276 provides them 
with an absolute right to refunds in the cases before us. 168 Although section 276 establishes requirements 
for payphone rates, it does not dictate whether refunds are due under any given set of circumstances. 
Notably, no party to this proceeding is contending today that the payphone line rates are currently out of 
compliance with the NST or otherwise inconsistent with federal law; rather, the sole question is whether 
certain states improperly denied refunds. Nothing in section 276 requires that the Commission be the 
arbiter of specific refund disputes. Thus, in deciding whether to award refunds, the state commissions 
properly looked to applicable state and federal law and regulations, and decided, for reasons specific to 
each state's analysis, not to order refunds. In Illinois, the ICC based its rejection ofrefunds on the 
Illinois filed tariff doctrine and the IPTA's failure to file a formal complaint. 169 In Mississippi, the 
MPSC concluded that refunds would violate the filed tariff doctrine and the prohibition against 
retroactive ratemaking. 170 The courts in New York rnled that IP ANY was not entitled to refunds in part 
because it failed to properly raise the Wisconsin Payphone Order before the state commission, and 
therefore failed to exhaust its administrative remedies. 171 In Florida, the FLPSC concluded that refunds 
were not appropriate, in part because the FPTA did not challenge the FLPSC's orders approving 
BellSouth' s rates. 172 Finally, in Ohio, the PUCO concluded that refunds were not appropriate because of 
the state prohibition against retroactive ratemaking and the filed rate doctrine. 173 Although these 
decisions deny refunds in situations where a BOC's rates were not NST-compliant by April 15, 1997, 
they are not inconsistent with the Commission's orders and regulations implementing section 276 of the 
Act. Consequently, preemption is not warTanted.174 

167 See generally ICC Payphone Order; MPSC Refund Order; NYPSC Payphone Order; FLPSC Payphone Order; 
PUCO Payphone Order; PUCO Rehearing Order. 
168 See, e.g., !PTA Petition at 9-13; IP ANY Petition at 15-17; SPCA Petition at 12-15. 

169 ICC Payphone Order at 42-43. 

170 MPSC Refund Order at 4. 

171 NY Appellate Court Order at 4. 

172 FLPSC Payphone Order at 13-14. 

173 PUCO Rehea1ing Orderat 16-17; PUCO Comments at 14-16. 

174 We reject APCC's argument that the Verizon New England case requires the Commission to preempt the state 
actions here. See Letter from Albert H. Kramer and Robert F. Aldrich, Attorneys, APCC, to Marlene H. Dortch, 
Secretary, Federal Communications Commission, CC Docket No. 96-128, pp. 2-3 (filed Oct. 1, 2007); Verizon New 
England, Inc. v. Maine Public Utilities Commission, 2007 WL 2509863 (l" Cir., No. 06-2151, Sept. 6. 2007) 
(Verizon New England). In Verizon New England, the court noted a clear conflict between the Commission 
interpretation of the requirements of federal law and the states' implementation of the Commission's direction. 
Specifically, the states required Verizon to make certain network elements available that the Commission said no 
longer need be made available, and the states applied a pricing methodology, TELRIC, that the Commission held 
was inapplicable in the relevant circumstances. Verizon New England at 6-7. The court found that before the district 
court in Maine could resolve the dispute between Verizon and the state public utility commission, the question of 
whether line sharing and dark fiber are required to be unbundled should be referred to the Commission. Here, the 
Commission provided guidance to the states regarding how payphone rates should be set, but was silent as to the 
circumstances that would justify refunds. No party suggests that the states misapplied the Commission's pricing 
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42. Further, we reject APCC's argument that the Commission must order refunds for 
overcharges for payphone line rates because any failure to do so would result in an improper 
subdelegation of our authority to the states. 175 Consistent with the statute, the Commission created a 
flexible regulatory framework under which states administer intrastate payphone line rates, with recourse 
being tariff review by the Commission should the states be unable to do that themselves. 176 Under this 
framework, BO Cs tariff their payphone line rates at the states; the states review those rates consistent 
with the NST methodology adopted by the Commission; and the states order reductions as appropriate. 
In tum, the Commission has retained oversight to ensure that payphone access lines are NST-compliant, 
and more broadly, that the requirements of section 276 are followed. 177 The Commission's 
implementation of section 276(a) reflects this dual regulato1y structure, and both the states and the 
Conm1ission have significant roles. We find that states, as part of their tariff review responsibilities, are 
well-positioned to resolve refund disputes arising from the tariffs they review. In fact, the states that 
have reviewed the tariffs and/or cost support filed by BOCs, or that have considered whether existing 
BOC tariffs were NST-compliant, are better positioned than we are to decide related refund disputes, 
because they are more familiar with the specific details of each case. In the instant proceedings, the state 
cmmnissions were able to decide the refund disputes before them, and we find that they acted in a 
manner not inconsistent with the statute and the approach the Commission formulated in the Payphone 
Reconsideration Order. 118 Thus, no improper delegation resulted from the states deciding refund issues. 

43. We also reject arguments from the PSPs that the state commissions should have known 
that payphone rates must be established using forward-looking costs. 179 Prior to the clarification 
provided by the Wisconsin Payphone Order, it is evident that some state commissions believed that 
payphone rates based on historical costs were consistent with the NST. We note that the Commission 
initially created the NST in the Price-Cap Proceeding to encourage the introduction of new services while 
preventing the avoidance of price-cap rules. 180 The Commission required caniers seeking to introduce a 
new service to meet a "net revenue test" which relied on a forecast increase in demand reflected in the 

(Continued from previous page) -------------
guidance, nor is there any basis for reviewing, much less preempting, the states' refund decisions, beyond any further 
direction states may find in this order. 
175 See APCC Oct. 25'h Ex Parle Letter at 8-14; Letter from Albert H. Kramer and Robert F. Aldtich, Attorneys, 
APCC, to Marlene H. Dortch, Secretary, Federal Communications Connnission, CC Docket No. 96-128 (filed Dec. 
22, 2006) (APCC Dec. 22"' Ex Parle Letter); see also Letter from Robert F. Aldtich, Attorney, APCC, to Marlene 
H. Dortch, Secretary, Federal Communications Commission, CC Docket No. 96-128 (filed Feb. 23, 2007) (APCC 
Feb. 23rd Ex Parle Letter). 

176 See supra paras. 5-7. 
177 See Second Bureau 1Vaiver Order, 12 FCC Red at 21379, n.60 (noting that the Commission "retains jurisdiction 
under Section 276 to ensure that all requirements of that statutory provision[,] ... including the intrastate tariffing of 
payphone services, have been met"); see also Wisconsin Payphone Order, 17 FCC Red at 2060, para. 31 (retaining 
jurisdiction over the intrastate component of payphone line rates). 
178 In other words, neither section 276 nor our orders and regulations implementing section 276 requires a state to 
order refunds to PSPs if it later determines that a filed tariff overcharged PSPs. Rather than adopt a single, federal 
policy in this area, the Commission has delegated to the states authority to consider whether refunds are appropriate. 
See inji-a section Ill.B. 

179 See, e.g., Letter from RobertF. Aldrich, Attorney, APCC, to Marlene H. Dortch, Secretaiy, Federal 
Communications Connnission, CC Docket No. 96-128 (filed Oct. 12, 2006) (APCC Oct. lz'h Ex Parle Letter). 

180 See Policy and Rules Concerning Rates for Dominant Carriers, CC Docket No. 87-313, Further Notice of 
Proposed Rulemaking, 3 FCC Red 3195, 3320-22, paras. 232-36 (1988) (Further Notice); see also Policy and Rules 
Concerning Rates for Dominant Carriers, Second Report and Order, 5 FCC Red 6786, 6824-25, paras. 312-21 
(1990) (Second Report and Order). 
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annual access filing, and would in essence establish a "price floor" for the new service.
181 

Although the 
Conunission discussed and applied the NST in subsequent orders, it was not until the Wisconsin 
Payphone Order that the Conunission clearly explained that, with regard to payphone rates, states should 
apply a forward-looking methodology consistent with TELRIC or TSLRIC. 182 

44. Moreover, our conclusion with regard to the pending petitions seeking refunds is consistent 
with the Wisconsin Reconsideration Order, in which the Commission denied the Wisconsin Pay 
Telephone Association's request for the Conunission to evaluate all cost support materials submitted by 
Ameritech and Verizon and dete1mine an appropriate payphone line rate for the state ofWisconsin. 183 

The Conunission found that the Wisconsin Commission had initially decided that it did not have 
jurisdiction over payphone rates, which resulted in the request for Conunission review of the state 
filings. 184 Following the Conunission's Wisconsin Payphone Order, the state conunission reconsidered 
its decision and reviewed the BOC payphone rates. 185 The C0111111ission found that there was no reason to 
interfere with the state proceeding. 186 Likewise, there is no justification for the C0111111ission to interfere 
with the state conunission proceedings at issue here. 

45. Finally, we clarify the refund obligation established in the Second Bureau Waiver Order. 
187 

That order granted a narrow and limited waiver to the BOCs to permit them a short additional period of 
time-from April 15, 1997 until May 19, 1997-to file tariffs for payphone lines that comply with the 
Conunission's orders implementing section 276 of the Act. With regard to refunds, the Second Bureau 
Waiver Order states, "[a] LEC who seeks to rely on the waiver granted in the instant Order must 
reimburse its customers or provide credit from April 15, 1997 in situations where the newly tariffed rates, 
when effective, are lower than the existing tariffed rates."188 Thus, in conjunction with granting a limited 
extension of time for the BO Cs to file NST-compliant rates, the order held the PSPs harmless by 
requiring refunds in situations where the newly tariffed rates are lower than the existing tariffed rates. 

189 

In this way, the refund mechanism confirmed the date upon which the Commission had required that 
NST-compliant rates must be in effect. Accordingly, ifa BOC filed a tariff after April 15, 1997, but on 
or before May 19, 1997, that lowered payphone rates, we find that once that tariff was effective, the 

181 Further Notice, 3 FCC Red at 3376-77, paras. 323-24. Specifically, the "net revenue test" would require a new 
service to "generate a net revenue increase in the following time periods: within the lesser of a 24-month period 
after an annual price cap tariff becomes effective that incorporates the new service or 36 months from the date the 
new service becomes effective." Id. at 3377, para. 323. The Commission also stated that "the net revenue increase 
be measured against revenues generated from services in the same price cap basket, and should be calculated based 
on present value." Id. at 3377, para. 324. 
182 See Wisconsin Payphone Order, 17 FCC Red at 2065-67, para. 43-50. 

183 Wisconsin Public Service Commission, Order Directing Filings, CCB/CPD No. 00-1, Order on Reconsideration, 
21 FCC Red 7724 (2006) (Wisconsin Reconsideration Order). 

184 See id. at 7726-27, para. 6. 

185 Id. 

186 Id. 

187 Thus we reject the petitioners' argument that the Second Bureau Waiver Order requires open-ended refunds. See 
IPTA Petition at 11-12; SPCA Petition at 12-14; IP ANY Petition at 23-29; FPTA Petition at 4-5; PAO Petition at 
12-15. 
188 Second Bureau Waiver Order, 12 FCC Red at 21382, para, 25; see also id. at 21371, para. 2 (also discussing the 
terms upon which a LEC may rely on the waiver request). 
189 See Second Bureau Waiver Order, 12 FCC Red at 21379, para. 19. 
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Second Bureau Waiver Order requires that refunds be paid from April 15, 1997, to the effective date of 
the tariff. The Second Bureau Waiver Order did not specifically discuss the applicability ofrefunds 
where a caITier'filed tariffs after May 19, 1997, or did not file new tariffs, but instead relied on existing 
rates, or only filed cost studies for existing rates. 190 We find that this would raise ve1y different issues 
with regard to potential liability for refunds. Under tbe Reconsideration Order, we expressly required 
that tariffs setting forth compliant rates be filed with the states by April 15, 1997. This tariff filing 
obligation was mandat01y, except where the states acted to exempt the caITiers from the necessity of a 
new filing. 191 Nothing in the Second Bureau Waiver Order modified this Commission requirement; it 
merely extended the filing date to May 19, 1997, for those carriers availing themselves of the waiver. 
Accordingly, we reject Qwest's contention that BOCs that relied on existing tariffs for payphone services 
were not required to make fu1ther filings with the states on or before May 19, 1997. 192 Therefore, absent 
a state exemption, a BOC that filed tariffs after May 19, 1997, or that simply relied on existing rates or 
filed cost studies for existing rates, would have been in violation of our orders. 193 A state commission 
may well find refunds to be appropriate pursuant to section 276, Commission regulations, and relevant 
state laws if the rates in such cases were challenged under state regulat01y procedures and found to be 
non-compliant. 

46. Our conclusion that the Second Bureau Waiver Order did not impose an open-ended 
refund obligation is not "inconsistent with the clear purpose of the ... [Second Bureau Waiver Order] to 

190 See, e.g., FPTA Petition at 8; TON v. Qwest, 493 F.3d at 1232 ("The Commission ordered the states to 'act on the 
tariffs filed pursuant to this Order within a reasonable period of time,' but was silent as to whether the LECs, PSPs, 
or the Commission itself should take action if the states failed to conduct the inquiry required by the Payphone 
Orders and was similarly silent on a suggested process for regulators or PSPs to follow ifLECs failed to submit the 
required tariffs and supporting documentation.") (internal citation omitted). 

191 Payphone Reconsideration Order, 11 FCC Red at 21308, para. 163. This order created a limited exception to the 
filing requirement that could be triggered only by affilmative action by the states: "Where LECs have already filed 
intrastate tariffs for these services, states may, after considering the requirements of this order, the ReQort and Order, and 
Section 276, conclude: 1) that existing tariffs are consistent with the requirements of the Report and Order as revised 
herein; and 2) that in such case no further filings are required." Id.; see also Second Bureau Waiver Order, 12 FCC Red at 
21373, para, 8 (reiterating that states could exempt LECs from the tariff filing requirement under these limited 
circumstances). 

192 Letter from Lynn Starr, Vice-President, Federal Regulatmy, Qwest, to Marle~e H. Dortch, Secretary, Federal 
Communications Conm1ission, CC Docket No. 96-128, at 2-3 (filed Sept. 26, 2007) (Qwest September 2007 Ex 
Parle Letter). Qwest argues that the Bureau had explicitly rejected a request from APC:C that the Commission order 
all payphone tariffs to be refiled, without exception. Although the Bureau did reject "the various alternatives to 
granting a waiver that were suggested by APCC," see Second Bureau Waiver Order, 12 FCC Red at 21380, para. 21, 
the Bureau did not-and indeed could not-eliminate the tariff filings required by the Commission's ordern. Instead, 
it appears that APCC sought, and the Bureau rejected, tariff filing obligations more stringent than those previously 
mandated by the Commission. APCC's letter failed to mention that the Commission's order allowed states, at their 
discretion, to determine that no further tariff filings were necessmy and thus to exempt particular LECs from filing 
new tariffs, and the_ Bureau declined to eliminate this option. As already noted, in paragraph 8 of the Sec0nd Bureau 
Waiver Order, the Bureau explained that "no further filings are required" only where the states, after review, 
concluded that existing tariffs satisfied the Commission's requirements. 

193 We also reject Qwest's argument that subsequent orders addressing the Wisconsin payphone filings somehow 
modified the Conm1ission's previous tariff filing requirements. Qwest September 2007 Ex Parle letter at 3. See 
Wisconsin Bureau Order, 15 FCC Red 9978. In that case, the Bureau ordered Wisconsin LECs to file payphone 
tariffs and cost suppoli for review by this Commission because the Wisconsin Commission had concluded that it 
lacked jurisdiction to determine whether the rates at issue satisfied the NST. Nothing in that order, or the subsequent 
Commission order largely affirming it, speaks to the separate and distinct question of when tariffs or cost support had 
to be filed with the states. See Wisconsin Payphone Order, 17 FCC Red 2051. 
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'bring the ... [BOCs] into compliance' and to 'mitigate any delay' in establishing NST-compliant 
rates."194 As we explain below, the Second Bureau Waiver Order imposed a limited refund obligation on 
the BOCs, but, importantly, did not in auy way divest the state commissions of their authority to review 
payphone line tariffs for compliance with section 276 and Commission orders and to order refunds where 
appropriate. The Bureau's order notes repeatedly that the payphone line tariffs are subject to review by 
state commissions. 195 The refund provision in that order leaves both the BOCs and the PSPs subject to 
precisely the same rights and obligations, including the obligation for BOC payphone services tariffs to 
be NST,compliant, that applied had the April 15, 1997 deadline for NST-compliance not been 
extended. 196 If the BO Cs failed to file NST-compliant rates, the PSPs could (and in many cases did) 
invoke state procedures to remedy the non-compliance, and in many such cases the PSPs received 
refunds. Given the availability of these remedies, denying refunds in those cases where the PSPs did not 
exercise their rights on a timely basis, failed to exhaust their administrative remedies, or otherwise failed 
to show they were legally entitled to refunds is in no way inconsistent with the Second Bureau Waiver 
Order. 

B. Refunds in Other Proceedings Should Be Decided on a State-by-State Basis 

47. We confirm that, consistent with section 276 and the Commission's Payphone Orders, 
states may, but are not required to, order refunds for any period after April 15, 1997 that a BOC does not 
have NST-compliant rates in effect. Further, we find that the Second Bureau Waiver Order was intended 
to provide only a limited extension of time within which the BO Cs could file NST-compliant rates. 
Nothing in the Second Bureau Waiver Order affected a state commission's authority and obligation to 
apply relevant law and regulations to determine whether a BOC's rates were NST-compliant, including 
whether refunds are appropriate for periods where it finds a BOC's rates were not NST-compliant.

197 
For 

this reason, we reject BOC claims that the Second Bureau Waiver Order prohibits refunds for periods 
after May 19, 1997. r9s· Section 276 requires that any BOC providing payphone service"(!) shall not 
subsidize its payphone service directly or indirectly from its telephone exchange operations or its 
exchange access operations, and (2) shall not prefer or discriminate in favor of its payphone service."

199 

To meet these statutory requirements, the Commission's Payphone Orders required that BOC payphone 
rates be NST-compliant. Consistent with the statute and these Commission decisions, states can find that 
refunds are necessary for any period of time after April 15, 1997 during which BOCs' rates were not 
NST compliant. The states that are involved in the pending petitions are at various points in the 
procedural processes. f\-lthough they concluded, based upon the facts of the particular proceedings and 

194 See, e.g., Letter from Robert F. Aldrich, Attorney, AfCC, to Marlene H. Dmich, Secretary, Federal 
Communications Commission, CC Docket No. 96-128, at 17 (filed Sept. 12, 2006) (APCC Sept. 12th Ex Parle 
Letter). 
195 See, e.g., Second Bureau Waiver Order, 12 FCC Red at 21374 n.20 ("The Commission provided guidelines 
pursuant to which the states are to review the state tariffs .... "); id. at 21379 n.60 ("The states must act on the tariffs 
filed pursuant to this Order within a reasonable period of time."). 
196 See Payphone Reconsideration Order, 11 FCC Red at 21308, para. 163. 

197 We believe this analysis provides the guidance the Oregon Commission requested in its letter to us. See supra 
para. 37. 
198 See, e.g., BOC !PTA Reply Comments at 7 ("In fact, the language of the [RBOC Coalition] letter and the 
surrounding circumstances make absolutely clear that the commitment referred to in the [Second Bureau Waiver 
Order] is oflimited scope and cam1ot be read to mean that the LECs agreed to provide refunds whenever state 
commissions determine that payphone line rates should be lowered."). 

199 ) 47 U.S.C. § 276(a . 
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the relevant laws, that refunds were not required, states in these and other proceedings may well find that 
refunds are appropriate. 

48. Indeed, the Commission is aware that several other state commissions have ordered 
refunds, and we do not question those conclusions in this order.200 For example, in the Indiana Payphone 
Order, the Indiana Utility Regulatory Commission in 2000 found that the BOC payphone tariffs should 
only be approved on an interim basis, retroactive to April 15, 1997, and subject to refund pending fu1ther 
review. Accordingly, once the review was complete, the Indiana Commission required the BOCs to 
lower their payphone rates and ordered refunds retroactive to April 15, 1997.201 Similarly, in the South 
Carolina Payphone Order, in 1999, the South Carolina Public Se1vice Conunission initiated an 
investigation into BellSouth's rates and confirmed that any rate reductions resulting from the proceeding 
would be applied retroactively. Accordingly, once the proceeding was concluded and the rates lowered, 
BellSouth was required to pay PSPs refunds back to April 15, 1997.202 

49. Refund determinations should be made by the various state commissions based on the 
specific facts of the case before them. We recognize that each individual proceeding involves its own 
unique set of facts, procedural postures, and relevant state and federal statutes. With regard to similar 
proceedings and consistent with our previous direction to the states regarding their administration of 
intrastate payphone rates pursuant to section 276, we therefore leave to the states the responsibility for 
deciding whether refunds are appropriate.203 Because we conclude that the refund issue may properly be 
adjudicated by the states, we do not reach other issues raised by the parties, and find that those issues 

• also may be considered by the states in their proceedings.204 

200 See, e.g., Indiana Utility. Reg. Comm'n, Indiana Payphone Association, Cause No. 40830, Order on Less Than 
All of the Issues (rel. Sept. 6, 2000) (Indiana Payphone Order); South Carolina Pub. Serv. Comm'n, BellSouth 
Telecommunications, Inc., Docket No. 97-124-C, Order Setting Rates for Payphone Lines and Associated Features 
(rel. Apr. 19, 1999) (South Carolina Payphone Order); Letter from Robert F. Aldrich, Attorney, APCC, to Marlene 
H. Dortch, Secretary, Federal Communications Commission, CC Docket No. 96-128 at Tab 2, page 2 (filed Dec. 23, 
2005). 
201 Indiana Payphone Order at 5. This decision of the Indiana Commission was recently upheld in part. See Indiana 
Bell Telephone Company, Inc., et al. v. Indiana Utility Regulatmy Commission, Office of Utility Consumer 
Counselor, et al., 855 N.E.2d 357 (Ind. Ct. App. 2006). 
202 South Carolina Payphone Order at 12. 
203 Accordingly, we advise the Oregon Commission and the Commonwealth of Massachusetts Supreme Judicial 
Court to apply this guidance in considering the refund issues in their respective pending cases. 

204 For example, the BOCs raised defenses such as res judicata, collateral estoppel, filed rate doctrine, and the ban on 
retroactive ratemaking, which the PSPs argued were not applicable. See, e.g., BOC IP ANY Comments at 10-16 
(raising defenses ofresjudicata and collateral estoppel); Implementation of the Local Competition Provision in the 
Telecommunications Act of 1996; No Federal Rule Preempts State Procedural Rules Governing the Availability of 
Refunds for State Payphone Line Rates, CC Docket No. 96-128 (filed Mar. 23, 2009); Implementation of the Local 
Competition Provision in the Telecommunications Act of 1996; Illinois Public Telecommunications Association 
Reply to AT&T and Verizon Preemption Comments of March 23, 2009, CC Docket No. 96-128 (filed Dec. 31, 
2009); Implementation of the Local Competition Provision in the Telecorrununicatiorrs Act of 1996; Reply of the 
Independent Payphone Association of New York, Inc. to AT&T and Verizon Preemption Comments of March 23, 
2009 (filed Jan. 21, 2010); BOC !PTA Cotmnents at 15-17 (raising defense of filed rate doctrine); BOC SPCA 
Comments at 8 (raising defense of retroactive ratemaking); BOC FPTA Comments at 12-13 (arguing that ratemaking 
is a legislative function and any change would have to be prospective); !PTA Petition at 8-11 (raising the issue of the 
unlawful receipt of dial-around compensation); see also Letter from Brooks Harlow, Attorney, Northwest Public 
Communications Council (NPCC), to Marlene H. Dortch, Secretary, Federal Communications Commission, CC 
Docket No. 96-128 (filed Sept. 19, 2006) (arguing against the application oflaches and res judicata to NPCC's claim 

( continued ... ) 
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C. Resolution of the MPTA Petition 

50. As an initial matter, similar to our decision regarding the five petitions above, we decline 
to preempt the Michigan Commission's orders in response to the MPTA Petition.205 Although we 
conclude that the Michigan Commission has erred in its finding that a payphone usage rate is consistent 
with the NST, we find that the Michigan Commission erred by failing to explain how its usage rate is 
consistent with the NST and the Commission's Payphone Orders. Therefore, we remand to the 
Michigan Commission and direct it either to provide an adequate explanation of how its usage rate is 
consistent with the NST and the Commission's Payphone Orders or to require the cmTier to justify a 
payphone usage rate consistent with the NST and the Commission's Payphone Orders. 

51. The Commission's Payphone Orders established the requirement that payphone line rates 
be established in compliance with the NST to ensure the just and reasonable pricing of payphone 
services.206 In the Wisconsin Payphone Order, the Commission confinned that LEC tariffs should 
"comply with section 276 as implemented by the Commission and, as such, [the rates] should be cost
based, nondiscriminato1y, and consistent with both section 276 and our Computer III tariffing guidelines. 
Thus, rates assessed by LECs for payphone services tariffed at the state level should satisfy the new 
services test."207 The NST is a "cost-based test that sets the direct cost of providing the new service as a 
price floor and then adds a reasonable amount of overhead to derive the overall price of the new 
service."208 In the Wisconsin Payphone Order the Commission clarified how states should implement the 
Payphone Orders, the Act, and the Commission's rules, confilming that "our pricing requirements do not 
mandate unifmm overhead loading, provided that the loading methodology as well as any deviation from 
it is justified."209 As such, "under the new services test and our precedent, BOCs bear the burden of 
affirmatively justifying their overhead allocations."210 

52. The Wisconsin Payphone Orders hold that "cost study inputs and assumptions used to 
justify payphone line rates should be consistent with the cost inputs usedin computing rates for 
comparable services offered to competitors."211 We note, however, that the Wisconsin Payphone Orders 
did not provide a specific methodology by which LECs could dete1mine "a just and reasonable portion of 
overhead costs to be attributed to services offered to competitors," but allowed for a "flexible approach 
to calculating BOCs' overhead allocation for intrastate payphone line rates" as long as the allocation is 
properly justified.212 

(Continued from previous page) ------------
against Qwest); APCC Oct. 25th Ex Parle Letter at 15-20 (arguing that the filed rate doctrine and prohibition against 
retroactive ratemaking does not preclude refunds). 
205 See supra paras. 38-41. 

206 See Initial Payphone Order, 11 FCC Red at 20614-15, paras. 146-47; see also Payphone Reconsideration Order, 
11 FCC Red at 21308, para. 163. 

207 Wisconsin Payphone Order, 17 FCC Red at 2055-56, para. 14 (internal citations omitted). 
208 Id. at 2054, para. 12. It has been established that payphone service is a new service subject to the NST. See id. at 
2065-66, paras. 46-47. 

209 Id. at 2067, para. 52. 

210 Id. at 2069, para. 56. 

211 Id. at 2058, para. 24 (citing Wisconsin Bureau Order, 15 FCC Red at 9981-82, para. 10). 

212 See Wisconsin Bureau Order, 15 FCC Red at 9982, para. 11; Wisconsiu Payphone Order, 17 FCC Red at 2069, 
para. 58. 
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53. We find that on remand the Michigan Commission chose to use the comparable service 
standard for applying the NST but erred in its application when it used two separate, non-uniform 
overhead allocations for AT&T Michigan's payphone rates' without justification and in choosing a 
service that was not comparable.213 Specifically, the Michigan Commission adopted a cost-based 
overhead allocation rate for the monthly fixed recurring rate for AT&T Michigan's payphone service and 
a non-cost based overhead allocation for the payphone local usage rate.214 AT&T Michigan has the 
burden to explain any departure from non-unifmm overhead allocations, and AT&T Michigan has not 
justified the use of non-cost based overhead allocations for usage rates and cost-based overhead 
allocations for fixed monthly charges as was done by the Michigan Commission. This non-cost based 
overhead allocation for the usage rate was not requested by AT&T Michigan and thus was also not 
justified by AT&T Michigan.215 The Michigan Commission etTed in using a non-cost based overhead 
allocation for the payphone local usage rate without justification as required by the Wisconsin Payphone 
Order.216 

54. In addition, the Michigan Commission found "that toll service is an appropriate 
competitive comparable service for local usage" without providing any justification as to why it accepted 
toll service, a service not subject to cost studies, and a service with which MPTA claims payphone 
providers do not compete, as a comparable service for purposes of establishing an overhead allocation for 
AT&T Michigan's payphone local usage rate.217 Accordingly, we find that this lack of explanation 
renders the Michigan Commission's findings in violation of the NST.218 

55. As such, we find that the payphone local usage rate in Michigan at issue in the MPTA's 
Petition is not compliant with the NST. We remand this proceeding to the Michigan Commission and 
direct it either to justify how using two different overhead allocations is consistent with the NST or to 
determine a proper payphone local usage rate in the state of Michigan consistent with this order.219 We 
agree with the MPTA and do not find that this Commission needs to initiate a cost _study for the state of 

213 Pursuant to the MPTA Petition, only the appropriateness of the overhead allocation for AT&T Michigan's 
payphone local usage rate is before this Commission. See MPTA Petition at 2-3. 
214 See MPTA Petition at 2-3. 
215 The Wisconsin Payphone Order clarifies that it is the BOC that bears the "burden of afthmatively justifying their 
overhead allocations." Id. at 2069, para. 56. MPTA states that AT&T Michigan did not request, nor advocate for, a 
separate non-cost based overhead allocation for local usage service. See MPTA Petition at 3. We agree with the 
MPTA that in this proceeding the Michigan Commission proffered the use of toll service as a comparable service, 
resulting in the.application ofnon-unifonn overhead allocation factors. "However, the [Michigan Commission] 
ultimately created its own application of the new services test that approved a non-unifonn, bifurcated rate structure 
applying a much higher, non-cost-based overhead allocation factor to be applied only to AT&T Michigan's usage 
services," MPTA Reply Comments at 9. Use of this non-cost based overhead allocation factor was not justified by 
AT&T Michigan, as we require, or by the Michigan Commission. 
216 See supra para. 52. 
217 Michigan Commission 2004 Order at 18. 
218 See id. "[T]he 'comparable competitive service' test requires comparison of overhead loadings for the local 
exchange service under review with a BOC service with which the competitive se1vice provider competes." See 
APCC MPTA Comments at 5-6 (citing Wisconsin Payphone Order, 17 FCC Red at 2067-6_8, para, 53), 

219 We note that the Michigan Commission was correct in_establishing a cost-based overhead allocation rate for the 
monthly fixed recurring rate for payphone services in Michigan. A similar, singular overhead.allocation could be 
used to establish the per minute rate for local usage services in Michigan. See MPTA Petition at 2-3. 
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Michigan. 220 We also agree with parties to this proceeding that it is not appropriate for the Commission 
to address the question of any potential refunds in the state of Michigan, leaving that decision to the 
Michigan Collllllission upon its completion of this remand proceeding.221 

IV. ORDERING CLAUSES 

56. ACCORDINGLY, IT IS ORDERED that, pursuant to the authority contained in sections 
4(i), 201, 202, and 276 of the Communications Act of 1934, as amended, 47 U.S.C. §§ 4(i), 201,202, and 
276, and sections 1.1 and 1.2 of the Collllllission's rules, 47 C.F.R. §§ I.I and 1.2, the Petition filed by 
the Illinois Public Telecollllllunications Association IS DENIED as set fmth herein. 

57. IT IS FURTHER ORDERED that, pursuant to the authority contained in sections 4(i), 201, 
202, and 276 of the Collllllunications Act of 1934, as amended 47 U.S.C. §§ 4(i), 201,202, and 276, and 
sections 1.1 and 1.2 of the Collllllission's rules, 47 C.F.R. §§ 1.1 and 1.2, the Petition filed by the 
Southern Public Collllllunication Association IS DENIED as set forth herein. 

58. IT IS FURTHER ORDERED that, pursuant to sections 4(i), 201,202, and 276 of the 
Communications Act of 1934, as amended 47 U.S.C. §§ 4(i), 201,202, and 276, and sections I.I and 1.2 
of the Collllllission's rules, 47 C.F.R. §§ 1.1 and 1.2, the Petition filed by the Independent Payphone 
Association of New York, Inc. IS DENIED as set forth herein. 

59. IT IS FURTHER ORDERED that, pursuant to sections 4(i), 201,202, and 276 of the 
Collllllunications Act of 1934, as amended 47 U.S.C. §§ 4(i), 201,202, and 276, and sections I.I and 1.2 
of the Collllllission's rules, 47 C.F.R. §§ I.I and 1.2, the Petition filed by the Florida Public 
Telecollllllunications Association, Inc. IS DENIED as set forth herein. 

60. IT IS FURTHER ORDERED that, pursuant to sections 4(i), 201,202, and 276 of the 
Communications Act of1934, as amended 47 U.S.C. §§ 4(i), 201,202, and 276, and sections 1.1 and 1.2 
of the Collllllission's rules, 47 C.F.R. §§ 1.1 and 1.2, the Petition filed by the Payphone Association of 
Ohio IS DENIED as set forth herein. 

61. IT IS FURTHER ORDERED that, pursuant to section I .41 of the Commission's rules, 47 
C.F.R. § 1.41, the SPCA and the IP ANY motions to consolidate ARE GRANTED. 

62. IT IS FURTHER ORDERED that, pursuant to sections 4(i), 201,202, and 276 of the 
Collllllunications Act of 1934, as amended 47 U.S.C. §§ 4(i), 201,202, and 276, and sections 1.1 and 1.2 
of the Commission's rules, 47 C.F.R. §§ 1.1 and 1.2, the Petition filed by the Michigan Pay Telephone 
Association IS GRANTED in part, DENIED in part and REMANDED to the Michigan Collllllission as 
set forth herein. 

FEDERAL COMMUNICATIONS COMMISSION 

Marlene H. D01tch 
Secretary 

220 "[T]he MPTA is not asking the FCC to analyze the underlying cost studies to dete1mine what the direct cost of 
the local usage service should be, or to detem1ine what the overhead allocation may be under any other cost 
methodology or alternative theories. The MPTA only requests that the Commission determine whether the 
[Michigan Commission] may adopt, without justification, a non-unifonn overhead allocation for strictly the local 
usage se1vice made available to IPPs in Michigan." MPTA Reply Comments at 3. 

221 See BOC MPTA Comments at 8. 
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APPENDIX 

List of Comments on Petitions 

Comments regarding the IPTA Petition for a Declaratmy Ruling. 

American Public Communications Council 
Atlantic Payphone Association, Inc .. 

FCC 13-24 

BellSouth Telecommunications, Inc., SBC Cmmnunications Inc., and the Verizon Telephone 
Companies (Bell Operating Companies - BOC) (BOC !PTA) 
Florida Public Telecommunications Association, Inc. 
Illinois Commerce Commission 
Independent Payphone Association of New York, Inc. 
New England Public Communications Couucil, Inc. 
Payphone Association of Ohio. 

Reply comments regarding the !PTA Petition for a Declaratory Ruling. 

American Public Commuuications Council 
Atlantic Payphone Association, Inc. 
BellSouth Telecommunications, Inc., SBC Communications Inc., and the Verizon Telephone 
Companies (BOC IPTA) 
Illinois Public Telecommunications Association 
New England Public Communications Council, Inc. 
Public Utilities Commission of Ohio 

Comments regarding the SPCA Petition for a Declaratory Ruling. 

American Public Communications Council 
BellSouth Telecommunications, Inc., SBC Communications Inc., and the Verizon Companies (BOC 
SPCA) 
Mississippi Public Service Commission 
Payphone Association of Ohio 
Public Utilities Commission of Ohio 

Reply comments regarding the SPCA Petition for a Declarato1y Ruling. 

Evercom Systems, Inc. 
Payphone Association of Ohio 
Southern Public Communication Association 

Co1mnents regarding the Petition of IP ANY for an Order of Pre-Emption and Declaratory Ruling. 

American Public Communications Council 
BellSouth Telecommunications, Inc., SBC Communications Inc., and the Verizon Telephone 
Companies (BOC IPANY) 
Illinois Public Telecommunications Association 
New York State Department of Public Service 
Notthwest Public Communications Council and the Minnesota Independent Payphone Association 
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Reply comments regarding the Petition of!P ANY for an Order of Pre-Emption and Declaratory Ruling. 

American Public Conununications Council 
BellSouth Telecommunications, Inc., SBC Communications Inc., and the Verizon Telephone 
Companies (BOC IP ANY) 
Illinois Public Teleconununications Association 
Independent Payphone Association of New York, Inc. 
Northwest Public Communications Council and the Minnesota Independent Payphone Association 

Cmmnents regarding the Petition of the FPTA for a Declaratmy Ruling and for an Order of Preemption. 

AT&T, Inc., BellSouth Telecommunications, Inc. and the Verizon Telephone Companies (BOC 
FPTA) 
American Public Commnnications Council 
Florida Public Service Commission 
Illinois Public Telecommunications Association 
Independent Payphone Association of New York, Inc. 
Northwest Public Commnnications Council and Minnesota Independent Payphone Association 

Reply comments regarding the Petition of the FPTA for a Declaratory Ruling and for an Order of 
Preemption. • 

AT&T, Inc., BellSouth Telecommunications, Inc. and the Vedzon Telephone Companies 
Florida Public Telecommunications Association, Inc. 
Independent Payphone Association of New York, Inc. 
Illinois Public Telecommunications Association 
Northwest Public Communications Council and Minnesota Independent Payphone Association 

Comments regarding the PAO Petition for Preemption and Declaratmy Ruling. 

AT&T, Inc., and the Verizon Telephone Companies 
Public Utilities Commission of Ohio (PUCO) 

Reply comments regarding the PAO Petition for Preemption and Declaratory Ruling. 

Payphone Association of Ohio 

Comments regarding the Michigan Pay Telephone Association Petition for Declaratory Ruling 

American Public Communications Council (APCC MPTA) 
AT&T, Inc. 
AT&T, Inc., BellSouth Telecommunications, Inc. and the Verizon Telephone Companies (BOC 
MPTA) 

Reply comments regarding the Michigan Pay Telephone Association Petition for Declaratmy Ruling 

American Public Communications Council 
AT&T,Inc. 
Michigan Pay Telephone Association 
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DISSENTING STATEMENT OF 
COMMISSIONER MIGNON L. CLYBURN 

FCC 13-24 

Re: I111ple111e11tation of the Pay Teleplto11e Reclassification and Compe11satio11 Provisions of the 
Teleco1111111111icatio11s Act of 1996, CC Docket No. 96-128. 

Pay telephones (now commonly refen-ed to as "payphones") continue to be a vital link for • 
consumers during public safety events, such as Super Storm Sandy, and when mobile service is otherwise 
unavailable. Not all low-income consumers have had _the opportunity to obtain phone service through the 
Commission's Lifeline program, so for them the availability of payphones remains a necessity in order to 
stay connected to employers, healthcare providers, friends, and family. Congress set forth a federal 
mandate for the Commission to ensure that the payphone market is competitive and that these telephones 
are widely available, and because I believe that the majority's decision is contrary to the pro-competitive, 
federal policy encapsulated in Section 276 of the Communications Act and the Commission's prior 
Orders implementing that policy, I respectfully dissent. 

Historically, payphone services were provided by the local telephone company and regulated by 
the states. With the passage of the Telecommunications Act of 1996, Congress opened up the local 
telephone markets for competition. and included the payphone market iu its provisions. Specifically, in 
Section 276, Congress provided that the regional Bell operating companies (the "RBOCs") would no 
longer subsidize their payphone service with their other operations; that they would not discriminate 
against third party operators offering payphone service; and that the Commission would establish the 
necessary regulations to implement regulations "[i]n order to promote competition among payphone 
se1vice providers and promote the widespread deployment of payphone services to the benefit of the 
general public." 47 U.S.C. § 276 (a) & (b)(l). Furthermore, in order to advance competition and ensure 
widespread deployment of payphones, Congress directed the Commission to "take all actions necessary 
(including any reconsideration) to prescribe regulations that--establish a per call compensation plan to 
ensure that all payphone service providers are fairly compensated for each and every call ... discontinue 
allintrastate and interstate payphone subsidies ... [and] prescribe a set of nonstructural safeguards for 
[the RBOCs] ... [that] at a minimum, include the nonstructural safeguards equal to those adopted in the 
Computer Inquiry-III (CC Docket No. 90-623) proceeding .... " Id. § 276(b)(l)(A)-(C). Finally, 
Congress prioritized this new federal policy for payphones by stating that "[t]o the extent that any State 
requirements are inconsistent with the Cmmnission's regulations, the Commission's regulations on such 
matters shall preempt such State requiremepts." Id. § 276(c). 

In response to this new federal mandate, the Commission, through a series of Orders, 
implemented new payphone service policies to allow independent service providers to purchase 
payphone access lines from incumbents at reasonable prices so that competition would be promoted in 
the marketplace. In addition, the Commission instituted per call compensation requirements so that all 
payphone providers would be compensated when consumers use a payphone to reach third paity 
providers. The FCC's Initial Payphone Order directed that all payphone tariffs be filed with the FCC 
and be treated "as a new service under the Commission's price cap rules" which is "necessary to ensure 
that central office coin services are priced reasonably" and "do not include subsidies." Initial Payphone 
Order, 11 FCC Red 20541, 20614 ,i 146. The Commission further stated that "Section 276 specifically 
refers to the application of Computer III and ONA requirements, at a minimum for BOC provision of 
payphone se1vices. Accordingly, we conclude that Computer III tariff procedures and pricing are more 
appropriate for basic payphone services provided by LECs to other payphone providers." Id. Similar to 
the statute, the Order provided that state requirements inconsistent with these regulations are superseded 
by the Commission's regulations. Id. at 20615 11147. 
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In the Payphone Reconsideration Order, the Commission directed carriers to file their intrastate 
payphone tariffs with state utility commissions, and it further explained how caniers should comply with 
the new services test. Payphone Reconsideration Order, 11 FCC Red 21233, 213081163. They must 
be "(I) cost-based; (2) consistent with the requirements of Section 276 with regard, for example, to the 
removal of subsidies from exchange and exchange access services; and (3) nondiscriminatory." Id. The 
Payphone Reconsideration Order further stated that "[s]tates must apply these requirements and the 
Computer III guidelines for tariffing such intrastate tariffs," citing FCC rnle 6 l .49(g)(2), which requires 
fmward-looking cost suppmtive data, and the Commission's Open Network Architecture Order that also 
describes forward-looking cost requirements. See id. at 21308 1 163 & n. 492. 1 The Co1runission 
explicitly retained its jurisdiction to review intrastate tariffs where a state could not do so. Id. at 21308 ii 
163. In a separate section of the Payphone Reconsideration Order, the Commission provided for dial
around compensation once a canier was able to ce1tify it had completed the requirements for 
implementing the new federal Section 276 regulatory scheme. Id. at 21293 1 131. As part of its 
ce1tification obligation, a carrier must certify its tariff rates were compliant with the new services test, 
i.e., that they "reflect(ed] the removal of charges that recover the costs of payphones and any intrastate 
subsidies." Id. The Order on Reconsideration delegated authority to the Common Canier Bureau to 
determine whether a LEC has complied with all the requirements for receiving dial-around 
compensation. 

As the due date for compliance with the new requirements neared, the Common Canier Bureau 
issued two consecutive waiver orders that extended the filing deadlines for the new tariffs. In both, the 
Bureau stressed the linkage between the dial-around compensation with incumbent caniers' compliance 
with the tariff requirements, and it reiterated the requirements for the tariffs. For example, in the First 
Bureau Waiver Order, it said "state tariffs for payphone services must be cost based, consistent with the 
requirements of Sections 276, nondiscriminatmy, and consistent with the Computer III guidelines." First 
Bureau Waiver Order, 12 FCC Red. 20997, 21012, 131. It further stated that "the guidelines for state 
review of intrastate tariffs are essentially the same as those included in the [Initial} Payphone Order for 
federal tariffs." Id. 21012, 132. Also, the Bureau emphasized that "[t]he intrastate tariffs for payphone 
se1vices, including unbundled features, and the state tariffs removing payphone equipment costs and 
subsidies must be in effect for a LEC to receive compensation in a pa1ticular state." Id. 21012, 133. In 
the Second Bureau Waiver Order, the Bureau extended the state tariff deadline beyond the dial-around 
compensation date, so that tariffs would be due on May 19, 1997, but dial-around compensation would 
begin on April 15. Second Bureau Waiver Order, 12 FCC Red 21370, 21374110. Again, the Bureau 
emphasized the requirement that the tariffs comply with the Section 276 and the Commission's 
requirements, although it had "delegated some of the tariffing requirements to the state jurisdiction." Id. 
21374, 1 1 I. Relying upon the RBOC Coalition's commitment to reimburse or credit iudependent 
payphone providers where their rates would be lowered between April 15 and May 19 in order to come 
into compliance, the Bureau held that caniers "must reimburse it customers or provide them credit from 
April 15, 1997." Id. 21379-80, 120. 

Specifically noting the concern of MCI that the subsidies from payphone services will not have 
been removed before the incumbents receive dial-around compensation beginning April 15, 1997, the 
Bureau noted that the waiver does not waive the requirement that subsidies be removed, and again stated 
that carriers will be required to reimburse their customers from the date when dial-around compensation 

1 If carriers' tariffs already met these requirements, then they had the option to rely upon them. 
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begins. Id. 21379-80, 1120. Rather than showing proof of the subsidy removal, the Commission 
pe1mitted the carriers to certify to IXCs that they had done so. The Commission ordered the states to 
"act on the tariffs filed pursuant to this Order within a reasonable period of time," id. at 213791! 19 n. 60, 
but was silent as to whether the LECs, payphone service providers, or the Connnission itself should take 
action if the states failed to conduct the inquiry required by the Payphone Orders and was similarly silent 
on a suggested process for regulators or payphone service providers to follow if carriers failed to submit 
the required tariffs and supporting documentation. Additional Orders dealing with intrastate tariffs in 
Wisconsin were released-the first one by the Bureau in 2000, and then the Connuission in 2002. 
Wisconsin Pub. Serv. Comm 'n; Order Directing Filings, CCBICPD No. 00-01, Order, 15 FCC Red 9978 
(CCB rel. Mar. 2, 2000); Wisconsin Pub. Serv. Comm 'n; Order Directing Filings, Bureau/CPD No. 00-
01, Memorandum Opinion and Order, 17 FCC Red 2051 (2002) ( collectively, the "Wisconsin Payphone 
Orders"). Both provided more specific information for states in their review of the intrastate payphone 
tariffs. After that additional guidance was provided, payphone rates were decreased in the five 
jurisdictions at issue in the case before us, aud the question presented is whether Section 276 and/or the 
Commission's policies require refuuds between April 15, 1997 when the incumbents began receiving 
dial-around compensation and the lowering of their rates after May 19, 1997. 

The majority finds that based on the evidence before us, the Commission's Orders were followed 
and that refunds are not required, although it pe1mits that the states may find that refunds are warranted 
based on their own reviews. In doing so, the majority believes that the states may rely on their own 
analysis and if under state law, refunds are not due then they are not required to issue them under federal 
law. The majority holds that there is a dual regulatory scheme under the statute, with both the 
Commission and states having roles, and declares that instead of one federal policy, the Commission 
delegated to the states the authority to consider whether refunds are appropriate. The majority also 
rejects the argument that the Commission's decisions clearly established the requirement that the 
intrastate tariffs be based on f01ward-looking cost methodologies. I disagree with these conclusions as 
discussed below. 

Congress established a new federal policy for the payphone marketplace in the 1996 Act and 
directed the Commission to ensure that it was pro-competitive, including that the implicit subsidies in the 
RBOC phone rates would be extracted. With respect to intrastate payphone rates, the Commission 
delegated its tadffing responsibilities to the states, but Congress clearly contemplated one federal 
policy-not a dual regulatmy scheme-to promote competition and the widespread deployment of 
payphones. The Commission has a responsibility to ensure that the state proceedings comply with the 
Section 276 and the federal policy for a pro-competitive market and widespread deployment of 
payphones. Overseeing its delegation is critical for ensuring compliance with Congress' directive. At no 
time, until the instant Declaratmy Ruling and Order, has the Commission determined that it should not 
review the outcome of state proceedings when compliance issues have been raised. Indeed, the 
Commission's decision here to not review the state actions from 1997 to 2003 is tt·oublesome in that 
regard, but also on several other scores. First, the Commission's Orders are clear that not only did the 
incumbents have to file their tariffs, but they had to comply with the statute, and the Commission's 
requirements that they be east-based, nondiscriminatory, and consistent with Computer III. While the 
majority is satisfied with that compliance, I am not-(more on that point in a moment.) Second, many 
states followed the new federal policy and implemented the statutmy and Commission requirements 
faithfully, ensuring that in those states the pro-competitive requirements Congress directed and that the 
Commission required, were met. By abdicating its responsibility to oversee its delegation and to ensure 
the state proceedings are consistent with the statute and the Commission's requirements, the Connnission 
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ca1111ot ensure that there is one federal policy that is fulfilling Congress' pro-competitive goals in 
payphone marketplace.2 

I believe the Commission's Initial Payphone Order and Order on Reconsideration were clear 
that in filing cost-based tariffs that such tariffs had to meet the new services test and be based on 
forward-looking cost methodologies. First, the Computer Ill and ONA proceeding requirements are cited 
in both Orders. Second, in the Order on Reconsideration, the Commission cites both FCC rule 
61 .49(g)(2) and the Open Network Architecture Order. Third, the Second Bureau Waiver Order states 
that the filing guidelines for state tariffs "are essentially the same" as federal tariffs. All of these 
proceedings and rule cited relied upon fmward-looking cost supportive data. Where RBOCs did not file 
cost-based tariffs using forward-looking cost methodologies by May 19, 1997, they were not in 
compliance with the Commission's Orders. No RBOC should be excused from this requirement at this 
late date by this Commission or any state regulatory commission. Not only is that outcome inequitable 
for independent payphone operators and consumers, it is a disservice to those states that followed the 
Commission's requirements. The fact that carriers adjusted their rates after the Commission's 2002 
Wisconsin Payphone Order is evidence that these can-iers' tariffs were not cost-based and did not rely 
upon forward-looking cost methodologies by May 19, 1997. While the Commission provided more 
specific guidance about the types of forward-looking cost methodologies that would be appropriate and 
how they should be used in the Wisconsin Payphone Orders, incumbents' earlier obligations were not 
altered so that they no longer had to comply with the Commission's previous Payphone Orders. 

Those not in compliance with the new se1vices test by May 19, 1997 benefitted from receiving 
dial-around compensation, contrary to the Commission's stated policy that such compensation is only 
available once carriers complied with the market-opening provisions of Section 276. In both Waiver 
Orders, the Bureau determined that it was not waiving the requirement that the tariffs meet the new 
se1vices test, only that it was allowing additional time for the tariff filings. In fact, it stated in those 
Orders that the incumbents' tariffs must still meet the other requirements to remove subsidies, be 
nondiscriminatory, and consistent with Computer Ill. Moreover, in the Second Bureau Waiver Order, 
the Bureau gave assurances to competitors that refunds would be f01ihcoming where the tariffed rate is 
lowered. Today's decision finds that the Second Bureau Waiver Order was time-limited to when the 
tariffs were filed on May 19, and by doing so, removes the condition that the tariffs actually comply with 
the statute and the Commission's requirements as of May 19. I ca1111ot agree that we should interpret the 
Second Bureau Waiver Order in this manner. The obligation to refund did not cease on May 19, which is 
why other states, including the South Carolina PSC, ordered refunds after that date when they completed 
their reviews of the tariff filings to ensure that they complied with the Commission's new services test. 

Moreover, I disagree that it is appropriate for states to consider whether other principles, such as 
the filed rate doctrine, trump the underlying tariff requirements in Section 276 and the Connnission's 

2 The majority asserts that their decision is consistent with the Wisconsin Reconsideration Order, "in which the 
Commission denied the Wisconsin Pay Telephone Association's request for the Commission to evaluate all cost 
Support materials submitted by Ameritech and Verizon and detem1ine an appropriate payphone line rate for the state_ 
of Wisconsin." See para. 45, citing Wisconsin Public Sen1ice Commission, Order Directing Filings, CCB!CPD No. 
00-1, Order on Reconsideration, 21 FCC Red 7724 (2006). That Order is inapposite, as the state regulatory body 
had reversed its initial decision and found that it had the jurisdiction to review the intrastate taiiffs and was in 
process of doing so, and the Commission said it would not interfere with that process. Here, the petitioners are 
asking that the Commission review the state decisions with respect to payphone rates and whether refunds are 
wananted under Section 276 and the Commission's Payphone Orders. 
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requirements. As discussed above, it is the Commission's responsibility to ensure that the stah1te and the 
FCC's requirements have been met. It is appropriate for the Commission to consider these other issues 
itself. Indeed, several courts have held that the filed rate doctrine cannot be used as a defense to the tariff 
filing requirements themselves. See, e.g., TON v. Qwest, 493 F.3d 1225, 1236-37 (10th Cir. 2007); Davel 
Communications, Inc. v. Qwest Cmp., 460 F.3d 1075, 1085 (9th Cir. 2006). We have no assurances that 
consideration of these issues will result in a satisfactory outcome that is consistent with Congress' 
direction in Section 276 and judicial precedent; thus, I do not agree with the majority on this point. 

To the extent that states are reviewing compliance and considering the maj01ity opinion and my 
opinion, which I hope they will, and should they disagree with my interpretation of the statute and the 
Commission's Orders, I would like them to consider the equities. The incumbents clearly were 
instructed to remove the implicit subsidies in their payphone rates in order to obtain dial-around 
compensation in 1997. Where they did not do so for five years, it is inequitable and unjust that they 
received both dial-around compensation and umeasonable rates from independent payphone providers. 
Accordingly, they should be required to refund excessive rates. 

Finally, I think it is important for us to consider why the implementation of the 1996 Act's pro
competitive goals are important---<>ven at this late date ofFebrnary 2013. Consumers benefit when there 
is competition. In this instance, where carriers can avoid the market opening provisions of the Act by 
keeping rates high and hampering their competitors, consumers are not served and the pro-competitive 
goals of the Act are unfulfilled. For five years in these five states, the marketplace for payphones was 
impacted, and consumers did not receive all the benefits that Congress intended. 
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DISPOSITION: STIPULATION ADOPTED 

Procedural History 

ORDER 

On April 14, 2000, the Public Utility Conunission of Oregon (Commission) 
entered Order No. 00-190, adopting a Stipulation between U S WEST Communications, Inc., 
now known as Qwest Corporation (Qwest), and the Commission Staff (StafJ) in the revenue 
requirement phase (Phase I) of this docket. 

On September 14, 2001, the Commission entered Order No. 01-810 establishing a 
rate design for the stipulated revenue requirement approved in Order No. 00-190. As part of Order 
No. 01-810, the Commission approved revised rates for public access lines (PAL) and CustomNet 
service, adopting the rate recommendations proposed by Qwest and agreed to by Staff. The 
Northwest Payphone Association, now known as Nmthwest Public Communications Council 
(NPCC), opposed the PAL and CustomNet rates adopted by the Commission, arguing that the 
rates were not developed in compliance with Section 276 of the Telecommunications Act of 1996. 

On November 13, 2001, NPCC filed an application for reconsideration of Order 
No. 01-810. On J annary 8, 2002, the Commission entered Order No. 02-009 denying NPCC's 
application for reconsideration. 

NPCC appealed Order Nos. 01-810 and 02-009 ("the rate design orders") to 
Marion.County Circuit Court (Circuit Comt). On October 1, 2002, the Circuit Court entered a 
judgment affirming the Conunission's orders. NPCC thereafter filed an appeal with the 
Oregon Co_urt of Appeals (Court). 



On November 10, 2004, the Court entered a decision reversing and 
Order Nos. 01-810 and 02-009.1 The Court determined that the rate design orders were 
unlawful in that: (1) the Commission's rates for PAL did not comply with certain federal 
requirements, and (2) the Commission did not adequately consider whether Qwest's proposed 
rates for CustomNet were subject to the same federal requirements. 

On March 13, 2006, the presiding Administrative Law Judge (ALJ) convened a 
telephone conference to establish procedures necessary to comply with the Court's remand. 
During the conference, Qwest indicated that it would file proposed PAL and Fraud Protection 
(formerly CustomNet) rates to comply with the Court's decision. Qwest also indicated that it 
would seek to adjust other Qwest rates because of the recalculation of payphone service rates. 

On March 31, 2006, Qwest filed its proposed PAL and Fraud Protection rates. 
On April 25, 2006, Qwest filed a letter on behalf of the parties requesting that the Commission 
decide, as a threshold matter, whether Qwest may raise any customer rates to offset reduced 
revenues resulting from a Commission decision approving lower PAL and Fraud Protection 
rates. On September 11, 2006, the Commission entered Order No. 06-515 denying Qwest's 
proposal to raise residential Caller JD rates to offset a decrease in PAL and Fraud Protection 
rates resulting from the Court-ordered remand in docket UT 125. 

As a result of Order No. 06-515, the unresolved issues on remand are whether 
the PAL and Fraud Protection rates filed on March 31, 2006, comply with the Court's remand 
to develop rates in compliance with applicable federal requirements, and in particular, the new 
services test prescribed by the Federal Communications Commission (FCC). 

Stipulation 

Since Order No. 06-515 was entered, Staff has performed a cost review of the 
rates proposed by Qwest on March 31, 2006. In addition, a number of settlement conferences 
have been held to discuss whether the proposed rates are consistent with the Comt's remand 
and applicable federal requirements. 

On October 15, 2007, Qwest, NPCC, and Staff(collectively, the "Parties"), 
filed a Stipulation designed to resolve all outstanding issues. The parties agree that Qwest's 
proposed PAL and Fraud Protection rates filed on March 31, 2006, comply with federal 
requirements and satisfy the Court's remand. In support of this detem1ination, the parties offer 
into evidence the testimony and exhibits of Staff witness John Reynolds. 

1 NortlnvestPublic Communications Councilv. Public Utility Commission of Oregon, 196 Or. App. 94,100 P.3d 
776 (2004). The judgment of the Marion County Circuit Court effectuating the remand was entered in Case No. 
02Cl2247 on orabout May 19, 2005. 
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Mr. Reynolds reviewed Qwest's proposed rates to ensure that the methodology 
used to develop those rates was consistent with requirements in the FCC's new services test.2 

Specifically, Mr. Reynolds fouud: 

(a) The proposed rates do uot recover more than direct costs plus a just and 
reasonable amount of overhead; 

(b) The cost studies used to develop the proposed rates employ Qwest' s 
Integrated Cost Model (ICM), September 26, 2002, version. The ICM is a 
forward-looking cost model used by Qwest in current UNE filings and is 
consistent with the total service long run incremental cost (TSLRIC) method 
used in determining UNE costs; 

(c) Inputs used in the ICM cost study are consistent with those used in other 
current cost studies. Qwest used current (2002) input costs rather than input 
costs associated with earlier UNE dockets. To account for the difference 
between those costs, Qwest weighted the input investment by a "benchmark" 
ratio of approved UNE rates to the September 2002 study-calculated rates; 

( d) The overhead cost methodology is the same as is used in other Qwest 
studies and is consistent with the method used in UNE pricing; 

(e) To avoid double recovery, Qwest deducted the subscriber line charge (SLC) 
from the cost calculations to detennine the tariff rate; 

(f) Certain additional "retail" costs, such as billing and sales expense, were 
appropriately included. 

The calculations supporting M!- Reynolds' analysis of Qwest's proposed rates 
are set forth in Confidential Staff Exhibit 2. The calculations disclose that the annual revenue 
generated by Qwest's proposed rates is very nearly the same as the fo1ward looking cost 
computed by Mr. Reynolds.3 The Commission concurs with the analysis set forth in 
Mr. Reynolds' testimony and exhibits, and agrees with his conclusion that Qwest's proposed 
PAL and Fraud Protection Rates satisfy the requirements of the new services test. 

Commission Decision 

The Commission has reviewed the Stipulation, together with the testimony and 
exhibits filed in support of the agreement. Based upon our examination, we find that Qwest's 
proposed PAL and Fraud Protection rates filed March 31, 2006, are in compliance with 
applicable federal requirements, including the new services test, as mandated by the Court of 

2 The requirements oftb.e new services test are.detailed on pp. 2-3 of Mr. Reynolds' testimony. 

3 See Confidential Exhibit Staf£'2, Reynolds/I, Line 6. 
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Appeals in its remand order. We therefore adopt the Stipulation and accept it and the 
supporting testimony and exhibits into the record in this docket. 

ORDER 

IT IS ORDERED that: 

1. The Stipulation entered into among Qwest Corporation, Northwest Public 
Communica,tions Council, and the Public Utility Commission of Oregon 
Staff is adopted. 

2. The Public Access Line rates and Fraud Protection rates filed by Qwest 
Corporation on March 31, 2006, comply with applicable federal 
requirements and satisfy the remand ofOrder Nos. 01-810 and 02-009 
mandated by the Oregon Court of Appeals in Northwest Public 
Communications Council v. Public Utility Commission of Oi'egon. 

effective NOV :l. 5 2007 --~=-----"'-~~=----~ 

.<k1/,. ,~tt('( 
--f---/--Ji-Je'--/------y"-4'---+.,L--"A."-- -- ' - ' ' . . . ,, ) 

/}ohn Savage ,;_.., 
.-ehaufian L ✓-commissioner 

a (JC>=-=-
RayBaum 

Commissioner 

1. -~ 

·(\)-:\ ,.,:;,;r./•' 

A paity may request
0

;:ehearing or reconsider~tion of this order pursuant to ORS 756.561. A 
request for rehearing or reconsideration must be filed with the Commission within 60 days of the 
date of service of this order. The request must comply with the requirements in OAR 860-014-
0095. A copy of any such request must also be served on each paity to the proceeding as 
provided by OAR 860-013-0070(2} A party may appeal this order by filing a petition for review 
with the Comt of Appeals in compliance with ORS l 83.480-183.484. 
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ENTERED 09/11/06 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

UT 125 

ST CORPORATION, fka US WEST 
0

MMUNICATIONS, INC. 

;f ;ication for an Increase in Revenues. 

) 
) 
) 
) 
) 
) 
) 

ORDER 

DISPOSITION: QWEST RA TE REBALANCING PROPOSAL DENIED 

(' The current proceedings in this docket are intended to implement the 
femand of Order Nos. 01-810 and 02-009 required by the Court of Appeals' decision in 

_Northwest Public Communications Council v. Public Utility Commission of Oregon, 
'cf96 Or. App. 94, 100 P.3d 776 (2004) and tl1e subsequent judgment of the Marion 
/County Circuit Court1 remanding the case to the Public Utility Commission of Oregon 
1(Commission) . 

• J!~rocedm:al History 

On April 14, 2000, the Public Utility Commission of Oregon (Commission) 
entered Order No. 00-190, adopting a Stipulation between US WEST Communications, 
Inc. (now Qwest C01poration) (Qwest or the Company), and the Public Utility Commission 
Staff (Staft) in the revenue requirement phase (Phase I) of this docket. Among other 
things, the Stipulation obligated Qwest to implement customer refunds of approximately 
$240 million and a going-forward rate reduction of approximately $63 million annually. 

On September 14, 2001, the Commission entered Order No. 01-810, 
establishing a rate design for the stipulated revenue requirement approved in Order 
No. 00-190.2 As part of Order No. 01-810, the Commission approved revised rates for 

1 The Circuit Court's remand was entered in Case No. 02Cl2247 on or about May 19, 2005. 

2 Order No. 01-810 also established permanent price caps and price floors for Qwest. Pursuant to Senate 
Bill 622, now codified as ORS 759.400 et seq., telecommunications utilities were given the option to 
replace traditional rate ofretumregulation with price cap regulation. Qwest elected price cap regulation 
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{ public access lines (PAL) and CustomNet service, adopting rate recommendations 
, proposed by Qwest and agreed to by Staff. The Northwest Payphone Association 
'(now, the Northwest Public Communications Council or "NPCC") opposed the PAL 
iand CustomN et rates adopted by the Commission, arguing that the rates were not 
)/ developed in compliance with Section 276 of the Telecommunications Act of 1996. 

3 

\ On November 13, 2001, NPCC filed an application for reconsideration 
:'of Order No. 01-810. On January 8, 2002, the Commission entered Order No. 02-009 
ij denying NPCC's application for reconsideration. 

'/ NPCC appealed Order Nos. 01-810 and 02-009 (hereafter also, "the rate 
J design orders") to Marion County Circuit Court. On October 1, 2002, the Court entered a 
) judgment affirming the Commission's orders. NPCC thereafter filed an appeal with the 

;{\ Oregon Court of Appeals. 

On November l 0, 2004, the Court of Appeals entered a decision reversing 
; and remanding Order Nos. 01-810 and 02-009. The Court determined that the rate design 
\ orders were unlawful in that: (1) the Commission's rates for PAL did not comply with 
j certain federal requirements, and (2) the Commission did not adequately consider 
whether Qwest's proposed rates for CustomNet were subject to the same federal 

• t 4 req\llremen s. 

On March 13, 2006, the presiding Administrative Law Judge (ALJ) 
convened a telephone conference to establish procedures necessary to comply with the 
Court's remand. During the conference, Qwest indicated that it would file proposed PAL 
and Fraud Protection (formerly CustomNet) rates (jointly "payphone service rates") to 
comply with the Court's decision. Qwest also indicated that it would seek to adjust other 
Qwest rates because of the recalculation of payphone service rates. 

effective December 30, 1999. Qwest;s initial price caps were the rates in effect at the time the utility 
elected price cap regulation. Pursuant to ORS 759.415, those price caps were superseded by rates 
established in Qwest's pending rate case. In other words, the price caps established in Order No. 01-810 
entered in Phase II of this docket became the permanent price caps under the law. See Order No. 01-810 
at 3. 

3 NPCC argued that the PAL and CustomNet rates proposed by Qwest did not satisfy the requirements of 
the "New Services Test," as mandated by the FCC's Payphone Orders. NPCC also argued that Qwest did 
not submit adequate cost information to the Commission. See Order No. 01-810 at 50-56. 

4 While NPCC's appeal was pending, Qwest filed Advice Nos. 1935 and 1946. Those filings became 
effective on March 17 and August 28, 2003, respectively, and significantly reduced Qwest' s PAL rates. In 
fact, the proposed payphone se1vice rates Qwest has filed in this case are the same rates approved in Advice 
Nos. 1935 and 1946 already in effect. 
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On March 31, 2006, Qwest filed its proposed PAL and Fraud Protection 
rates. It alleges that the lower payphone service rates reduce Qwest's revenues by 
approximately $1 million per year.5 To offset the reduction, Qwest proposes to increase 
the rate for residential Caller ID service by $0.60 per month. 

On April 25, 2006, Qwest filed a letter on behalf of the parties requesting 
that the Commission decide, as a threshold matter, whether Qwest may raise any 
customer rates to offset reduced revenues resulting from a Commission decision 
approving lower payphone service rates. On May 1, 2006, the ALl issued a Ruling 
adopting the parties' procedural proposal. 

Opening Briefs 

On May 19, 2006, Qwest and Staff filed opening briefs addressing 
Qwest's proposal to "rebalance" rates to offset the anticipated reduction in payphone 
service rates. NPCC did not file an opening brief. 

Qwest argnes that th~ Cou1t of Appeal's remand order and ORS 756.568 
authorize the Commission to reopen this case and to adjust other rates to offset the 
alleged revenue reduction that results from approving lower rates for payphone services. 
It further maintains that the Commission must rebalance rates in order to provide the 
Company with the opportunity to recover its authorized revenue requirement and to avoid 
"impermissible single-issue ratemaking'' that would occur if the Commission were to 
adjust only Qwest's rates for payphone services.6 

Staff advances the following arguments in opposition to Qwest' s proposal 
to rebalance rates: 

a. Qwest's proposal to raise its residential caller ID service to offset 
lower PAL rates assumes that the Oregon Court of Appeals reversed all aspects of the 
Commission's Order No. 01-810. The Court's decision, however, is limited to applying 
federal Jaw to payphone services (PAL and CustomNet) and does i1ot impact other 
aspects of Order No. 01-810. 

b. Because Qwest seeks to implement PAL rates in this case that are 
identical to its existing PAL rates, there is no rate difference to offset. Qwest voluntarily 
lowered its current PAL rates in Advice No. 1935 more than a year before the Comt of 

'Qwest's calculation is based upon the test year billing units utilized in Order No. 01-810. 

6 Qwest Opening Brief at 1. 
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• Appeals issued its opinion in this matter. Having done so, Qwest cannot argue that the 
:: Court of Appeals decision now warrants rebalancing of customer rates.7 

c. The price caps established in Order No. 01-810 were the last and only 
opportunity for the Commission to adjust Qwest's price caps for non-basic services such 
as residential Caller ID service. If Qwest contends that Order No. 01-810 is not a :final 
order because of the Comt of Appeals' decision, then the effective price caps must be 
the rates Qwest was charging when it elected price cap regulation in December 1999. 
However, because Qwest has been operating under the price caps established in Order 
No. 01-810, not the price caps in effect when it elected price cap regulation, a number 
of complex problems arise. 8 

d. Qwest's attempt to raise its residential Caller ID service is unlawful 
under ORS 759 .410 and OAR 860-032-0190( 4), which provide that Qwest cannot charge 
more than the established price caps for non-basic services. Having elected price cap 
regulation, Qwest cannot prospectively raise rates for non-basic services above the price 
caps established in Phase IL Qwest's proposal to increase residential Caller ID rates in 
this case must therefore be regarded not as a "prospective" rate increase, but rather as 
an unlawful attempt to treat Order No. 01-810 as "interim" in violation of the filed rate 
doctrine. 

ALJ Memorandum/Proposed Decision. After reviewing the arguments 
advanced by the parties in their opening briefs, the ALI issued a Memorandum dated 

, June 7, 2006. The ALJ observed that the briefs filed by the parties did not address 
whether the Stipulation approved in Phase I of this docket precluded Qwest' s rate 

'i rebalancing proposal. The ALJ prepared a proposed decision addressing the issue and 
\ provided the parties with an opportunity to address the matter in their reply briefs. 

Reply Briefs. On June 23, 2006, the parties filed reply briefs. Qwest 
challenges the arguments advanced by Staff. As discussed more fully below, Qwest also 
maintains that the Phase I Stipulation is not applicable to matters before the Commission 
as a result of the Comt's remand. Staff reiterates the arguments in its opening brief and 
concurs that Qwest's rebalancing proposal is not pennitted under the Stipulation.9 

7 Staff also states that, by electing price cap regulation, Qwest opted out of traditional revenue requirement 
regulation and instead chose to have pricing flexibility for non-basic services limited only by Hprice caps" 
and "price floors." It asse11s that Qwest cannot exercise its pricing flexibility (i.e., to lower PAL rates) and 
then maintain that it should receive an offsetting revenue increase by way of raising an established "price 
cap" for its residential Caller ID service. 

8 For example, Staff states that the rates Qwest charged for analog Private Line service were below 
lhe price floors when the Company elected price cap regulation. Thus, if Qwest contends that Order 
No. 01-810 is not final, then it has been charging unlawful rates for analog Private Ljne service. See 
Order No. 01-810 at 16-17. 

9 NPCC also filed a reply briefrelating to Staff's comments regarding the filed rate doctrine. NPCC 
takes the position that the state filed rate doctrine does not apply to PAL rates because the FCC preempted 
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Commission Decision 

I. The Stipulation. The ALJ's Memorandum/Proposed Decision 
interprets Paragraph 5 of the Phase I Stipulation to encompass the reduction in 
payphone rates that will likely be required as a result of the Court-ordered remand in 
this docket. The ALJ also found that the Stipulation precluded Qwest's proposal to 
offset the payphone rate reduction with an increase in Caller ID rates. TI1e Commission 
concurs with the ALJ' s interpretation of the Stipulation for the reasons set forth below: 

1. Paragraph 5. Paragraph 5 of the Stipulation details the rights and 
obligations of the parties in the event the Stipulation is reversed or modified on appeal. 
It provides: 

Appeal of the Commission's Order. The parties recognize 
that the Commission's order implementing the terms of this 
Stipulation may be subject to suit pursuant to ORS 756.580 
by any party aggrieved by the terms of said order 
(hereinafter in this paragraph 5 referred to as an 'appeal'). 
In the event of such appeal, the parties shall advocate that 
the court(s) should affirm said order. Despite the pendency 
of any such appeal, U S WEST agrees to implement the 
terms of Paragraphs 1 and 2 of this Stipulation, forty-five 
days after the Commission has finally disposed of any 
motions requesting rehearing and/or reconsideration of the 
order implementing the terms of this Stipulation. The 
parties further recognize that the order adopting the terms 
of this Stipulation may be reversed and/or modified on 
appeal. The parties further recognize that U S WEST' s 
obligation to refund monies to customers and to reduce its 
ongoing rates may be modified on appeal, either by the 
issuing of a judgment incorporating or requiring different 
refunds or rate reductions, or by the Court of Appeals 
refusing to dismiss the Appellate Litigation. In the event 
that an order implementing the terms of this Stipulation 
is reversed or modified on appeal, the parties agree that 
U S WEST will be entitled to a credit for refunds and 
rate reductions made under Paragraphs 1 and 2 of this 
Stipulation against any such increased refund and/or rate 
reduction obligation imposed by a judgment reversing or 
modifying the order adopting the terms of this Stipulation 
or any subsequent order. Notwithstanding anything herein 
to the contrary, the parties understand that U S WEST 

Qwest's p AL rates in 1996. Accordingly, NPCC requests that any Commission decision based on the filed 
rate doctrine be narrow in scope and address only residential caller JD service. 
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does not waive its rights, if any, to seek recovery of any 
overpayments - whether in the form of surcharges or rate 
increases- in the event that US WEST's refund and/or rate 
reduction obligation is reduced by a judgment reversing or 
modifying the order adopting the ternis of this Stipulation 
or any other order. It is the intent of the parties to this 
Stipulation that the Commission's order implementing the 
terms of this Stipulation contain provisions implementing· 
the terms of this Paragraph 5 and, in the event that the order 
does not contain provisions implementing this Paragraph 5, 
the order will be deemed to be materially different from the 
terms of this Stipulation. 

2. Paragraph 5 encompasses NPCC's appeal of Order Nos. 01-810 
and 02-009. Qwest argues that Paragraph 5 of the Stipulation encompasses only appeals 
of Order No. 00-190 adopting the Stipulation and does not apply to appeals of the rate 
design orders entered in Phase II of this docket (Order Nos. 01-810 and 02-009). In 
advancing this argument, Qwest appears to focus on the first four sentences of 
Paragraph 5, which variously refer to "the Commission's order implementing the terms 
of this Stipulation," "the order implementing the terms of this Stipulation," and "the 
order adopting the terms of this Stipulation."10 While it might be possible to read those 
sentences to relate to Order No. 00-190, the fifth and sixth sentences of Paragraph 5 
cannot be so narrowly construed.11 Those sentences clearly encompass not only an 
appeal of Order No. 00-190 adopting the Stipulation, but also an appeal of any 
subsequent Commission order implementing the terms of the Stipulation. 

Thus, the relevant inquiry for purposes of analyzing Paragraph 5 is 
whether the rate design orders entered in Phase II of this docket are orders "implementing 
the tenns of-the Stipulation." If so, then any increased rate reduction obligation imposed 
on Qwest as a result of'NPCC's successful appeal of the Commission's rate design orders 
is governed by Paragraph 5. As discussed below, the terms of that paragraph limit Qwest 

10 Qwest also states that tl1e Stipulation is entitled "Stipulation to Resolve Matters on Appeal," suggesting 
that Paragraph 5 was intended to address only the litigation pending at the time Order No. 00-190 was 
entered. Qwest Reply Brief at 10. This interpretation is refuted by the language in Paragraph 5 
encompassing any order implementing the Stipulation. • 

11 As noted, the fifth and sixth sentences provide: 
• The parties further recognize that US WEST's obligation to refund monies to customers 

and to reduce its ongoing rates may be modified on appeal, either by the issuing of a 
judgment incorporating or requiring different refunds or rate reductions, or by the Court 
of Appeals refusing to dismiss the Appellate Litigation: In the event that an order 
implementing the terms of this Stipulation is reversed or modified on appeal, the parties 
agree that U S WEST will be entitled to a credit for refunds and rate reductions made 
under Paragraphs 1 and 2 of this Stipulation against any such increased refund and/or rate 
reduction obligation imposed by a judgment reversing or modifying the order adopting 
the terms of this Stipulation or any subsequent order. (Emphasis supplied.) 
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to a credit for refunds and rate reductions made pursuant to the Stipulation, and do not 
authorize Qwest to increase customer rates to offset additional revenue reductions 
resulting from the Court of Appeals' decision. 

3. Order Nos. 01-810 and 02-009, entered in the rate design phase of 
this docket, are orders "implementing" the rate reductions in the Stipulation. Not 
surprisingly, Qwest maintains that the Commission's Phase II rate design orders canoot 
be considered "an order implementing the terms of the Stipulation." It argues that the 
term "rate reductions" in Paragraph 5 is limited to the $63 million overall rate reduction 
approved in Order No. 00-190, and cannot be construed to include reductions in specific 
customer rates required as a result of the appeal of the rate design orders. Qwest states: 

Paragraph 5 provides that in the event an order adopting the 
terms of the Stipulation is reversed and/or modified on 
appeal, Qwest's 'obligation to refund monies to customers 
and to reduce its ongoing rates may be modified on appeal, 
either by the issuing of a judgment incorporating or 
requiring different refunds or rate reductions.' The 
'obligation ... to reduce its ongoing rates' referenced in 
this sentence can reasonably be construed only as the 
overall amount of the revenue reduction agreed to in the 
Stipulation, because that is the only rate reduction 
addressed by the Stipulation. Thus, when this sentence 
identifies the possibility that a judgment in an appeal of an 
order adopting the Stipulation may require 'different ... 
rate reductions' or an increase in Qwest's 'rate rnduction 
obligation,' the only rate reduction possibly referenced is 
the overall amount of the revenue requirement reduction, 
i.e., $63 million per year; that language did not refer to a 
reduction the Commission might make to a rate for a 
specific service in the future rate design proceedings. 12 

The Commission disagrees with Qwest' s contention that the rate design 
orders entered in this docket are not orders "implementing" the rnte reductions included 
in the Stipulation. Those rate reductions took the form of temporary bill credits for 
each class of service, 13 and effectively established an interim rate design that remained 
in effect until the Commission entered Order Nos. 01-810 and 02-009, establishing 
permanent rates in Phase II of this docket. In other words, the going-fmward rate 

12 Qwest's Reply Brief at 12. 

13 The temporary bill credits are listed in Exhibit B of the Stipulation and resulted in monthly rate 
reductions of$1.85 for private line service, $2.47 for residential service, $5.93 for simple business service, 
and $6.68 for complex business service. The carrier common line rate paid by carrier access customers was 
also reduced. 
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,., 

,::•auctions in the Stipulation were not finally implemented until the rate design was 
''tablished. 

.. Paragraph 2 of the Stipulation makes clear that the permanent rates 
·'tablished in the rate design phase of this docket were the final step in the process 

'£."implementing'' the $63 million rate reduction in the agreement. That paragraph 
}ovides, in relevant part: 

a. Permanent rates, incorporating the $63 million revenue 
reductions, shall be established in the rate design phase of 
Docket UT 125. The parties hereby agree to take all actions 
necessary in order to conclude the rate design phase of 
Docket UT 125 as quickly as possible. In order to expedite 
this process, U S WEST agrees to file its rate design 
proposal no later than the later of November 15, 1999 
or 30 days after the Court of Appeals lifts the stay as 
described in Paragraph 4( c). (Emphasis supplied.) 

b. Prior to the implementation of the rates described in 
Paragraph 2(a), above, US WEST will give tempormy bill 
credits to its Oregon local service customers who subscribe 
to the services set forth on Exhibit B and make a temporary 
rate reduction for its switched access customers on the 
following terms and conditions .... (Emphasis supplied.) 

, The foregoing language not only undermines Qwest' s claim that the "rate 
':'reductions" mentioned in Paragraph 5 do not encompass the rates established in the rate 
)design portion of this docket, but also acknowledges the fact that revenue requirement 
\ and rate design are insepm·ably linked. Ironically, Qwest acknowledges this conunonly 
f understood regulatory concept in its b1ief: 

As the Commission well knows, rate design is a balancing 
process in which individual rates are adjusted with the 
goal of achieving a rate design that provides a regulated 
company the opportunity to earn its allowed revenue 
requirement. The adjustment of each rate affects the 
overall revenue picture and may require adjustments 
to other rates so that the utility is neither deprived of 
the opportunity to earn its allowed return nor over
compensated for its services.14 

14 Qwest Opening Brief at 6. 
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. Thus, as Qwest observes, rate design is the process of formulating customer 
. '~tes that will produce the revenue requirement the Commission has determined to be 
"•"appropriate. It is, quite simply, the process of "implementing" the approved revenue 
-'tequirement.15 For Qwest to maintain that the rate reductions authorized in the revenue 
'requirement phase of this case were not implemented in the rate design phase misconstrues 
the Stipulation and makes no sense from a regulatory standpoint. 16 

.. 4. The Stipulation does not permit Owest's rate rebalancing proposal. 
. 'nits brief, Qwest argues that it did not forego the right to rebalance rates in the event 
"bf a judicial decision reversing a Commission order implementing the Stipulation and 
:lncreasing the amount by which Qwest must reduce its rates. Qwest points out that a 
• aiver .of rights must be clear and unequivocal and that nothing in the Stipulation 
:'.'supports the conclusion that Qwest waived its right to seek rate rebalancing in the 
-'current remand proceeding .... "17 

Again, we disagree with Qwest's interpretation of the Stipulation. 
aragraph 5 clearly states that Qwest shall only be "entitled to. a credit for refunds and 

. ate reductions made under Paragraphs I and 2 of [the] Stipulation," in the instance 
lwhere a subsequent order implementing the Stipulation is reversed and the court imposes 
ian increased refund or rate reduction obligation upon Qwest. With respect to this issue, 
''the ALJ's proposed decision states: 

Whereas paragraph 5 permits Qwest to seek a rate increase 
in the event a Court determines that Qwest's refund/rate 
reduction obligation should be reduced, it does not provide 
Qwest with the same opportunity where a Court finds that 

.. 15 In a typical utility rate proceeding) the revenue requirement and rate de;ign are addressed in the same 
.. i Commission order. Qwesf s revenue _requirement and rate design were addressed separately in this 
\ proceeding in order to accommodate special circwnstances. By adopting the revenue requirement in the 
• Stipulation, the Commission was able to provide Qwest customers with immediate refunds totalling over 

$200 million and also eliminate risks associated with pending litigation. As noted, the forward-looking 
11rate reductions" were administered as temporary bill credits in order to effectuate an interim rate design 
that would remain in place until final rates could be determined. The bill credits had the effect of 
immediately reducing customer rates on a going-forward basis, and also prevented Qwest from accruing 
future refund and interest liabilities while the final rate design was under consideration. See, e.g., Qwest 
Phase I Post-Hearing Brief, dated February 11, 2000, at 17. 

16 Qwest's position on this issue is also internally inconsistent~ On the one hand, Qwest argues that the 
Commission must respond to the Court's remand by readjusting Qwest's rate design in a manner that will 
ensure the Company has an opportunit)' to earn its revenue requirement. On the other hand, for purposes of 
interpreting the Stipulation, it refuses to acknowledge that the rate design process implements the approved 
revenue requirement. In other words, Qwest wants the Commission to acknowledge the linkage between 
rate design and revenue requirement for pmposes of implementing the Court's remand, but wants the 
Commission to ignore that linkage for purposes of interpreting the Stipulation. 

17QwestReplyBriofat 13, 15-16. 
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Qwest's obligation should be increased. In the latter 
circumstance, Qwest is limited to receiving a credit for 
refunds and rate reductions already made in accordance 
with the Stipulation. Conspicuously absent from 
paragraph 5 is any language indicating that Qwest is 
entitled to increase rates to offset any increased refund or 
rate reduction obligation resulting from an appeal of the 
Stipulation or other order. Tilis omission stands in stark 
contrast to Qwest's specific reservation of rights in the 
event of a Court decision reducing its refund/rate reduction 
obligation. . . . [T]he language of paragraph 5 makes clear 
that, by agreeing to accept only a credit for the refunds 
and rate reductions included in the Stipulation, Qwest 
deliberately relinquished the right to seek an offsetting 
revenue increase in the event of an adverse ruling on 
appeal. 18 

The Comnlission agrees that the Stipulation does not permit Qwest to 
seek an offsetting revenue increase where the Company's rate reduction obligation is 
increased on appeal. Paragraph 5 accomplishes this result by limiting Qwest to a credit 

. for refunds/rate reductions already made by the Company, and further, by deliberately 
, omitting any language preserving Qwest' s opportunity to seek recovery for any 
• additional monetary obligations imposed upon the Company by the Court. 

Despite Qwest's protestations to the contrary, it made perfect sense from a 
regulatory standpoint for the Company to agree to forego the prospect of rate rebalancing. 

:·: As noted in Order No. 00-190, the revenue requirement approved in the Stipulation was 
"i the last such determination by the Commission because of Qwest's decision to opt out 
• of traditional rate of return regulation under ORS 759.400 et seq. Likewise, the price 

cap/price floor determinations made in the rnte design phase of this docket established 
permanent rates for Qwest on a going-forward basis. Completing those undertakings 
was inordinately difficult, entailed a substantial con:nnitment of resources, and consumed 
several years' time.- Qwest's rate rebalancing proposal would require revisiting many of 
those issues in yet another complex and protracted docket. 19 We cannot imagine that the 
Commission or any of the parties, including.Qwest, would have been willing to agree to 
any scenario requiting the agency to start all over again if Qwest's refund/rate reduction 

18 ALJ Memorandurn!Proposed Decision at 5. 

19 We also find that Qwest's rate rebalancing proposal is flawed to the extent fuat it proposes resetting only 
residential Caller ID rates. Even if we agreed that rate rebalancing were required. it would be inappropriate 
to single out only one of Qwest' s rates forreview. Indeed, Qwest' s proposal to limit rebalancing to Caller 
ID rates would entail the same "single-issue ratemak:ing" it accuses the Staff of endorsing. 
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,bbligations were increased.20 That being the case, it is perfectly understandable why the 
'"stipulation was drafted to preclude such !I result. 

. 6. Summary. The Commission concludes that the Stipulation in this 
\iocket does not permit Qwest' s rate rebalancing proposal. Under the terms of that 
hgreement, Qwest specifically agreed to accept the risk that subsequent appeals of the 

\}Commission's order implementing the Stipulation might result in a situation where 
'')'Qwest was required to make refunds or rate reductions in addition to those set forth in 
}the Stipulation. The language of the agreement demonstrates that the Company was fully 
'"cognizant of the potential consequences of its decision when it executed the Stipulation. 
'Qwest cannot now be heard to complain that it is somehow prejudiced by having to 
• educe rates in response to a judicial determination without a corresponding offset, 
especially when that scenario is specifically provided for in the agreement. The simple 
.fact is that Qwest took a calculated risk that did not tum out as expected. Relieving 
'''Qwest of the consequences of its agreement by raising other customer rates would 
'contravene the terms of the Stipulation. 

'"" II. The Scope of this Proceeding. In addition to the foregoing, we agree 
}with Staff that the Commission is without authority to reexamine Qwest's non-payphone 
'"rates in this remand proceeding. AB noted above, Senate Bill 622, now codified as 
\.ORS 759.400 et seq., allowed telecommunications utilities to opt out of traditional rate 
; of return regulation by electing price cap regulation. In particular, ORS 759 .405(1) 
i provides that "[ a J telecommunications carrier that elects to be subject to this section 
/and ORS 759.410 shall be subject to the infrastructurn investment and price regulation 
L'requirements of this section and ORS 759.410 and shall not be subject to any other 
! regulation based on earnings, rates or rate of return." ORS 759 .410(2) further provides 
/that"[ a] telecommunications carrier that elects to be subject to this section and • 
i ORS 759.405 shall be subject to price regulation as provided in this section and shall 
,not be subject to any other retail rate regulation, including but not limited to any form of 
earnings-based, rate-based or rate of return regulation." For any utility electing price cap 
regulation, ORS 759 .410 instructs the Commission to establish rates for basic services, as 
well as maximum prices (price cnps) and minimum prices (price floors) for non-basic 

\ 20 Qwest might contend that Paragraph 5 envisions just such a scenario in the event of a Court decision 
_\ reducing the Company's refund/rate reduction obligations. But that possibility was extremely unlikely, 
'! since Qwest was the only party with an interest in reducing its refund/rate reduction obligation, and it was 

committed under Paragraph 5 to support the terms of the Stipulation. 
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Qwest elected p1ice cap regulation effective December 30, 1999.21 

\Pursuant to ORS 759.415(1), Qwest's initial price caps were replaced by the pe1manent 
\price caps established in Qwest's pending rate case; that is, in Order No: 01-810 entered 
I in Phase II of this docket.22 

1: Qwest's assertion that the Court's remand obligates the Commission to 
{revisit all of the Company's rates necessarily presumes that the non-payphone service 

)'"rates approved in Order No. 01-810 are not final and may therefore be revised. We 
\t disagree. ORS 756.565 provides that all rates and orders issued by the Commission 
\"shall be in force and shall be prima facie lawful and reasonable, until found otherwise 
rjn a proceeding brought for that purpose under ORS 756.61 0." Subsection (2) of 

:.;_ ORS 756.610 further provides that a petitioner seeking judicial review of a Commission 
}order may apply to the Court of Appeals for a stay of the Commission's order pending 

;]: the final disposition of the appeal. 

. In this case, no party obtained a stay of Order No. 01-810 establishing 
\ permanent rates in this docket, and the only rates challenged on appeal were those relating 
\ to payphone services. Absent the issuance of a stay by the Comt, the unchallenged rates 
:'adopted in Order No. 01-810 became final and unappealable.23 Thus, the only Qwest rates 
subject to revision in this remand proceeding are the PAL line and Fraud Protection rates 

{ addressed on appeal. 

; Consistent with this interpretation, the Court of Appeals did not instruct 
,; the Commission to revisit all of Qwest's non-payphone rates. Instead, the Comt required 
) only that the Commission "reconsider its order in light of the New Services Order and 
.. other relevant FCC orders." In other words, the Commission's obligation on remand is 

limited to ensming that the rates for payphone services are calculated based upon the 
federal methodology prescribed by the FCC. 

As a practical matter, Qwest's theory that all of its rates remain subjeGt to 
review could easily result in a scenario whereby its rates - including price caps for non
basic services - are not finalized for years. If, for example, the Commission accepted 
Qwest's proposal and increased Caller ID rates to offset the reduction in payphone service 

21 To date, Qwest is the only telecommunications utility that bas elected into price cap regulation. 

22 As noted above, Qweses initial price caps were the r~teS in effect at the time the Utility elected price cap 
regulation. ORS 759.415(1) provides that "[i]n a rate proceeding brought by a telecommunications carrier 
that elects to be subject to ORS 759.405 and 759.410, or by the Public Utility Commission against au 
electing telecommunications carrier, prior to January 1, 1999, ¢at is on appeal on September 1, 1999, a 
final rate for a telecomnmnicatioJlS service implemented as a result of the final judgment and order or 
negotiated settlement shall become the maximum rate for purposes of ORS 759 .410." Since UT 125 began 
prior to January 1, 1999, and because this rate docket was on appeal as of September I, 1999, the rates 
established by the Commission in Order No. 01-810 comprise Qwest' s permanent price caps. 

23 The revenue requirement determination established in Order No. 00-190 is also final and unappealable. 
No party ever filed an appeal challenging that determination. 
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rates, there would be nothing to prevent an appe:il of the revised Caller ID rates. A Court 
decision reversing the Commission's decision on the Caller 1D rates would the11, under 
Qweses theory at least, precipitate still another review of all Qwest rates. This process 
could continue ad infinitum, resulting in a situation where the permanent price caps/floors 
contemplated by Senate Bill 622 remain in a constant state of limbo. Fortunately, the 
statut01y scheme preve11ts such an ol)tcome by limiting the ComtUission' s rate review to 
the payphone setvice rates that were addressed by the Court 011 appeal. 

III. Other Arguments. Because we have concluded that the Stipulation 
does not permit Qwest's rate tebalaiicing proposal, and that the scope of this proceeding 
is limited to payphone rates, it is unnecessary to address the remaining arguments 
advanced in this matter. 

ORDER 

IT IS THEREFORE ORDERED that the request by Qwest Corporation to 
increase residential Caller ID rates to offset a d.ecrease in payphone service rates resulting 
from the Court-ordered remand in this docket is denied. 

Made, entered, and effective ___ S_E_P_l_l_Z_00_6_· ---~· 

John Sava 

(Zf?'"""_r 
c~ 
Commissioner 

A party may request rehearihito/reconsideration of this order pursuant to ORS 756.561. A 
request for rehearing or reconsideration must be filed with the Commission within 60 days 
of the date of service of this order. The request must comply with the requirements in 
OAR 860-014-0095. A copy of any such request must also be s.erved on eachpi!rtyto the 
proceeding as provided by OAR 860-0LJ-0070(2). A party may appeal this order by filing a 
petition for review with the Court of Appeals in compliance with ORS 1133.480-183.484. 
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1120 N.W. Couch Street, Tenth Floor 

Portland, OR 97209-4128 

PHONE, 503.727.2000 

FAX: 503.727.2222 

www.perkinscoie.com 

March 31, 2006 

BY HAND DELIVERY 

Hearings Division 
Public Utility Commission of Oregon 
550 Capitol Street N.E., Suite 215 
Salem, Oregon 97301-2551 

Re: Docket No. UT 125 

To whom this may concern: 

Pursuant to the First Conference Rep01t in the above-referenced docket, issued 
March 21, 2006, Qwest hereby files its proposed rates for PAL and Fraud Protection, 
along with its proposed rate for Residential Caller ID. This filing is intended to 
implement the remand of Commission Order No. 01-810 (the "Order") required by the 
Court of Appeals' decision in Northwest Public Communications Council v. Public 
Utility Commission of Oregon, 196 Or. App. 94, 100 P.3d 776 (2004), and the 
subsequent Judgment Remanding Case to Public Utility Commission entered by the 
Marion County Circuit Court in Case No. 02C12247 on or about May 19, 2005. 

· This filing accomplishes two things. First, it proposes lower rates than the 
Commission approved in the Order for ce1tain payphone services, including Public 
Access Line ("PAL") and Fraud Protection (formerly !mown as CustomNet), in order 
to comply with the federal requirements for those rates as mandated by the Comt of 
Appeals' decision on judicial review of the Order. These proposed rates are supported 
by cost studies and calculations that demonstrate compliance with the new services 
test and supp01i the rate deaveraging proposal. The lower payphone service rates 
result in a revenue reduction for Qwest in the amount of approximately $1 million per 
year, based upon the test year units utilized in the Order. Second, to offset the 
revenue reduction that would result from approval of the new payphone service rates 
in this docket, this filing proposes to increase the rate for Residential Caller ID. 

Cu11fitlt111ii;;,I Material 
to Locked. C9bfqet 
Env. # '.l<v fl-1;,,l [ 13141-0126/P A060880.072] 

ANCHORAGE· BEIJING· BELLEVUE· BOISE· CHICAGO· DENVER· HONG KONG· LOS ANGELES 

MENLO PARK· OLYMPIA· PHOENIX· PORTLAND· SAN FRANCISCO· SEATTLE, WASHINGTON, D.C. 

Perkins Coie nP and Affiliates 
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The specific rates that Qwest proposes for Commission approval are set forth 
in Attachment A to this letter. These rates are supported by the several exhibits to this 
letter, which include information that Qwest designates as confidential pursuant to the 
Protective Order in this matter, Order No. 96-045. We are filing an original plus five 
paper copies as well as electronic versions of each of these exhibits. This confidential 
information is being filed under seal and will be served only in electronic form upon 
those persons that have executed the Consent to be Bound by the Protective Order. 
This letter will summarize the contents of these exhibits. 

Exhibit A provides Qwest's proposed rates for PAL, Fraud Protection, and 
Residential Caller ID. This exhibit also calculates the revenue impact of(l) the 
proposed payphone service rate reductions and (2) the proposed Residential Caller ID 
rate increase, based upon test year units. The deaveraged PAL rates listed in Exhibit 
A are calculated in Exhibits B and C, based on the costs in Exhibits D and E. 

Exhibit B calculates the proposed deaveraged rates for PAL services based on 
the state average rates calculated in Exhibit C and a weighting of revenues and 
quantities by rate group. These calculations are based upon 2002 data, because this 
exhibit was developed in connection with Qwest's 2003 PAL rate filing. 

Exhibit C calculates the state average rate for each PAL line element. The 
rates are calculated based on the TSLRIC costs provided in Exhibit D, and reflect the 
subtraction of the CALC as required by the FCC's orders. 

Exhibit D is the 2002 PAL recurring cost study. 

Exhibit Eis the 2002 Fraud Protection cost study. 

Exhibit F sets forth the Qwest PAL and Smart PAL cost comparison, using the 
ONA test-based ratios. This exhibit provides the FCC's price ceilings for PAL line 
services. 

Wi~ 
Lawrence Reichman 

cc: Attached service list 

[ 13141-0 l 26/PA060880.072] 03/30/06 
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ATTACHMENT A 

UT125 PROPOSED 
DEAVERAGED DEAVERAGED 

PRODUCT usoc RATE RATE 

PUBLIC ACCESS LINE -
REDUCTION 

Measured w/ 300 call allowance 15W 
Rate Grouo I $26.00 $13.94 

RateGroup2 $28.50 $15.28 

Rate Group 3 $30.50 $16.35 

Message w/ 300 call allowance IW3 
Rate Group I $26.00 $15.19 

Rate Group 2 $28.50 $16.65 

Rate Group 3 $30.50 $17.82 

PAL lines - measured ( out) ]6Q 
Rate Group I $18.00 $7.98 

RateGroup2 $18.00 $7.98 

Rate Group 3 $18.00 $7.98 

PAL lines - measured (2w) 17Q 
Rate Group I $18.00 $7.98 

Rate Group 2 $18.00 $7.98 

Rate Group 3 $18.00 $7.98 

PAL lines - message IMA 
Rate Group I $18.00 $7.98 

Rate Grouo 2 $18.00 $7.98 

Rate Grouo 3 $18.00 $7.98 

PAL- flat !KY 

Rate Grouo I $26.00 $8.78 

RateGroup2 $28.50 $9,62 

Rate Group 3 $30.50 $10.30 

PAL Carrier INS 
Rate Group I $28.00 $8.99 

Rate Group 2 $30.50 $9.96 

Rate Group 3 $32.50 $10.74 

Smart Pal - flat ( out) 5FO 
Rate Grouo I $27.62 $8.45 

Rate Grouo2 $29.57 $9.05 

Rate Grouo3 $31.05 $9.50 

Smart Pal - flat (2w) 5FP 

Rate Grouo 1 $27.62 $9.50 

Rate Grouo2 $29.57 $10.17 

Rate Grouo 3 $31.05 $10.68 

14C, 
Smart Pal - message !NH 

Rate Grouo I $19.24 $8,61 

Rate Grouo 2 $19.24 $8.61 

Rate Grouo 3 $19.24 $8.61 

[ 13141-0126/PA060880.072] 
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UT 125 PROPOSED 
DEAVERAGED DEAVERAGED 

PRODUCT usoc RATE RATE 

PAL Usage 
Minutes $0.03 $0.01 

Message $0.07 $0.02 

Custom Net/Fraud Protection $2.00 $0.11 

PROPOSED REVENUE OFFSET 

Residential Caller ID NNK $5.00 $5.60 

NSD $5.00 $5.60 

[ 13141-0 !26/PA060880.072] 03/30/06 
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SERVICE LIST 

* Robert Manifold 
Attorney at Law 
6993 Via Valverde 
La Jolla, California 9203 7 

David J. Miller 
AT&T 
795 Folsom Street, Room 2159 
San Francisco, CA 94107-1243 

* Jason Eisdorfer 
Citizens' Utility Board of Oregon 
610 SW Broadway, Suite 308 
Portland, OR 97205 

* Jason W. Jones 
Assistant Attorney General 
Department of Justice 
Regulated Utility and Business 
Section 
1 162 Conti St., NE 
Salem, OR 97301-4096 

Deborah Harwood 
VP and General Counsel 
Integra Telecom of Oregon Inc. 
1201 NE Lloyd Boulevard, Suite 
500 
Portland, OR 97232 

* Brooks Harlow 
Miller Nash LLP 
601 Union Street, Suite 4400 
Seattle, WA 98101-2352 

* Alex M. Duarte 
Corporate Counsel 
Qwest Corporation 
421 SW Oak Street, Suite 810 
Portland, OR 97204 

(13I41-0126/PA060880.072] 

LonE. Blake 
Regulator Director 
Advanced Telcom Inc 
463 Aviation Boulevard, Suite 120 
Santa Rosa, CA 9540,3 

* Lisa F. Rackner 
Ater & Wynne LLP 
222 SW Columbia Street, Suite 1800 
Portland, OR 97201-6618 

Mark P. Trinchero 
Davis Wright Tremaine LLP 
1300 SW Fifth Avenue, Suite 2300 
Portland, OR 97201-5682 

* Richard J. Busch 
Graham & Dunn PC 
Pier 70 -2801 Alaskan Way 
Seattle, WA 98121-1128 

* Karen J. Johnson 
Corporate Regulatory Attorney 
Integra Telecom of Oregon Inc. 
1201 NE Lloyd Boulevard, Suite 
500 
Portland, OR 97232 

Randy Linderman 
Pacific N01thwest Payphone 
1315 NW 185th Avenue, Suite 215 
Beave1ion, OR 97006-1947 

* Michael E. Daughtry 
VP Operations & Reg Contact 
United Communic;ations Inc. 
P.O. Box 1191 
Bend, OR 97709-119 I 

03130/06 
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* Dean Randall 
Verizon Northwest Inc. 
P.O. Box 1100 
Beaverton, OR 97075-1100 

* Robert Jenks 
Citizens' Utility Board of Oregon 
610 SW Broadway, Suite 308 
Portland, OR 97205 

*Denotes signatory to Protective Order 

[ 13141-0126/P A060880.072] 

Michel Singer-Nelson 
Regulatory Attorney 
Worldcom Inc. 
707 -l 7u' Street, Suite 4200 
Denver, CO 80202 

David L. Rice 
Miller Nash LLP 
601 Union Street, Suite 4400 
Seattle, WA 98101-2352 

03/30/06 
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ORIGINAL :· 
BEFORE THE PUBL!C UTILITY COMMISSION OF OREGON R f; C ff l VE I) 

DR26/UC 600 JAN 2 5 20D5 
THE NORTHWEST PUBLIC 
COMMUNICATIONS COUNCIL, 

) 
) 
) 
) 
) 
) 

PuolltUlllilyCommlss10001 Omgon 
A-dmlnmfrath1Rl-l©ftill}g3I)fvl8IOn 

Complainant, 

V. 

QWEST CORPORATION, 

Deft;nd~nt 

/ ) 
) 
) 
) 

PUBLIC UTILITY 
COMMISSION OF OREGON 
STAFF'S REPLY TO QWEST'S 
CROSS-MOTION FOR 
SUMMARY JUDGMENT 

INTRODUCTION 

The Public Utiljty Commission of Oregon Staff ("Staff') takes this opportunity to 

comment on the cross-n~ot~~ofthe Northwest Public Communications Council 

("NPCC") and Qwest Cmporation ("Qwest") that have been filed in this docket. At this 

time, Staffs comments are limited to a discussion of its understanding of the inte1play of 

this docket with the Oregon Court of Appeals decision to reverse and remand the Public 

Utility Commission of Oregon's ("Conmlission") UT 125 rate design order determination 

that Qwest's payphone access line ("PAL") rates are compliant with the new services test 

as outlined by federal law. While Staff does not presently take a position on the merits of 

the cross-motions for summary judgment, Staff reserves the right to comment on the 

parties' positions as this docket proceeds. 

DISCUSSION 

1. The Court of Appeals remand of the Commission's order in UT 125. 

On November 10, 2004, the Oregon Court of Appeals reversed and remanded the 

portion of the Conm1ission's Ordei· No. 01-810, the final order issued in Docket UT 125, 

which determined that Qwest's PAL rates were consistent with the federal new services 

test. The Comi, in brief, determined that the Commission-approved PAL rates were not 

consistent with the federal new services test. 
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Based upon the Oregon Court of Appeal's decision, the matter is currently again 

before the Connnission to determine PAL rates consistent with the federal new services 

test and the Comi's remand. However, it is Staffs understanding that the ultimate 

detennination as to the appropriate PAL rates is independent and separate from the issues 

presented in the parties cross-motions for smnmary judgment and does not, and should 

not, be considered as pmi of this particular proceeding. 

The UT 125 remand will establish a PAL rate that is consistent with the federal 

new services test. That dete1mination, however, is independent of this proceeding. If, 

and only if, the Commission were to determine that Qwest was subject to refund liability 

for its PAL rates in this proceeding would the UT 125 remand be pe1iinent. Furthermore, 

the UT 125 remand decision would only be pertinent to the calculation of the amount of 

refunds. However, if it turns out that there is refund liability and thus a refund mnount, 

Staffs expectation is that it would be determined, at a later time, in this proceeding and 

not the UT 125 remand proceeding. The UT 125 proceeding is separate and distinct from 

the issues presented in this docket and unnecessary for resolution of this proceeding. 

2. The parties' cross-motions for summary judgment only request a 
determination of refund liability and not a refund calculation. 

The NPCC has made clear that it is only req_uesting summary judgment on Qwest' s 

liability to refund money to NPCC members and not the refund amount. See NPCC's 

Motion for Summary Judgment at 2-3. Thus, calculation of possible damages is not in 

front the Commission at this time. 

Of course, if the Commission determines there is refund liability, there may be issues 

related to what is the correct refund amount. For example, as Qwest as pointed out the 

NPCC members have received refunds for rates charged dming a portion of the time 

period for which it they currently seek a refund. See Qwest's Summary Judgment 

Opening Memorandum at 24-25. As mentioned above, Staffs expectation is that if the 

Commission were to determine that Qwest had refund liability, the amount of refunds 
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would be determined, at a future time, in this docket (as opposed to the UT 125 remand 

proceeding). Staff rese1ves the right, if refund liability is dete1mined, to participate in 

determining the approp1iate amonnt ofrefunds. 

3. At this time, Staff does not have a position of the issue of refund liability. 

The current issue presented appears to revolve ai·o1md a Federal Communications 

Commission ("FCC") Waiver Order and, specifically, whether Qwest relied on the 

Waiver Order. As noted throughout both parties' motions, the issue of refund liability is 

based entirely upon FCC orders. At the heart of this dispute is the issue of whether 

Qwest relied of the Waiver Order. This is not an issue that Staff participated in at the 

time, nor does Staff have any specialized information or documentation as to whether 

Qwest relied on the Waiver Order. 

According to the patties, the Waiver Order and its component refund provisions 

were a result of an agreement that the FCC made with the RBOC Coalition, of which 

Qwest was a member. While both the patties seemingly accept that this issue is within 

the jurisdiction of the Oregon Commission, Staff is 1mce1tain as to why the issue would 

not be more appropriately decided by the FCC, the agency that issued the Waiver Order 

and is familiar with the particular facts and circumstances sun-ounding the Waiver Order. 

Staff would be interested in hearing from the patties on why the FCC is not a more 

appropriate forum and reserves the right to comment on the whether the Oregon 

Commission is the approp1iate jurisdictional forum for this dispute. 

In sum, Staff views the cu1Tent issue in this proceeding as whether Qwest relied 

on the Waiver Order and, if so, what reliance on the Waiver Order means regarding 

refund liability. Staff does not have a position of the med ts of that issue, as it cunently 

understands it. Staff, however, rese1ves the right to comment as appropriate and as issues 

arise. 1 

1 For example, Qwest raises this issue of the filed rate doctrine. See Qwest's Summary Judgment Opeuing 
Memorandum at 20. However, Qwest seems to agree that the Waiver Order creates an exception to the 
filed rate doctrine, ifit had relied on the Waiver Order. See Id. at 9. Thus, Qwest's reliance on the.filed 
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CONCLUSION 

Staff takes this opportunity to comment on its view of the interplay between this 

proceeding and the proceeding related.to the Oregon Court of Appeals remand of the 

Commissions final order in UT 125. Staffs understanding is that the cmTent issue before 

the Commission is limited to whether Qwest has any refund liability for PAL rates. 

Whether or not Qwest has refund liability for PAL rates revolves around whether it relied 

on the FCC Waiver Order (and what obligations such reliance would create). While Staff 

does not have comments on the me1its of that issue, it wonders why the FCC, which 

issued the Waiver Order, is not the more appropriate fornm for this dispute. Staff also 

reserves its rights to connnent on issues that may develop in this proceeding. 

" ,,th 
DATED this I) day of January 2005. 

Respectfully submitted, 

HARDYMYERS 
Attorney General 

]~0059 
Assistant Attorney General 
Of Attorneys for Public Utility 
Commission of Oregon Staff 

rate doctrine seems to be limited to potential relief based upon Oregon law, other than the Waiver Order. 
In the cunent postme of the case, Staff does not believe that the filed rate doctrine under Oregon law is ripe 
for extended discussion. If the filed rate doctrine under Oregon law becomes the issue, Staff would 
contemplate partkipating in that discussion. 

634 



CERTIFICATE OF SERVICE 

I certify that on January, 25, 2005, I served the foregoing DR 26/UC 600 PUBLIC 
UTILITY COMMISSION OF OREGON STAFF'S REPLY TO QWEST'S CROSS 
MOTION FOR SUMMARY JUDGMENT upon the paiiies hereto by sending a true, 
exact and full copy by regular mail, postage prepaid to: 

Lawrence Reichman 
Perkins Coie, LLP 
1120 N.W. Couch Street, 10th Floor 
P01iland, OR 97209-4128 

Brooks Harlow 
Miller Nash, LLP 
601 Union St STE 4400 
Seattle, WA 98101-2352 

, ,,/1'- . • 
DATED this fl_ day of January 2005. 

Respectfully submitted, 

HARDYMYERS 
Attorney General 

._,, . 
Jason W. Jones, #00059 
Assistant Attorney General 
Of Attorneys for Public Utility • 
Commission of Oregon Staff, 
State of Oregon, Defendant 
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SUMMARY OF TARIFF FILING 

NAME QWEST CORPORATION 

FILED July 28, 2003 

ADVICE/fRANS. NO. 1946 

DOCKET NO. 

FILE CODE: U21T 

NEED LSN?: No 

EFFECTIVE August 28, 2003 

PUBLIC MEETING: N/A 

FILING HAS BEEN ACCEPTED 

FILING HAS BEEN ALLOWED 

FILING HAS BEEN ACKNOWLEDGED 

FILING HAS BEEN REJECTED OR WITHDRAWN 

SUMMARY OF FILING: This filing makes changes to Public Access Line (PAL) 

Service offerings. ✓ / ✓ 
REVIEWED BY: Stanage (Pc), Ball, Nyegaard 

ACTION/DATE: 

ACTION/DATE: 

ACTION/DATE: 

COMMENTS: 
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Oregon 
Theodore R. Kulongoski, Governor 

August 25, 2003 

JUDITH A PEPPLER 
VICE PRESIDENT - OREGON 
QWEST CORPORATION 
421 SW OAK ST - RM 870 
PORTLAND OR 97204 

RE: Advice No. 1946 

·:i{Gz_.2~>f-<.t-
, I 

Public Utility Commission 
550 Capitol Street NE, Suite 215 
Mailing Address: PO Box 2148 

Salem, OR 97308-2148 
Consumer Services 

1-800-522-2404 
Local: 503-378-6600 

Administrative Services 
503-373-7394 

On July 28, 2003, Qwest Corporation filed revised sheets for inclusion in its tariff, PUC 
OR No. 29. 

This filing makes changes to Public Access Line (PAL) Service offerings. 

The sheets are acknowledged and will become effective with service rendered on and 
after August 28, 2003: 

Section 5, 1st Revised Sheet 132 
Section 5, Original Sheet 1.32.1 
Section 5, 1st Revised Sheet 134 
Section 5, 1st Revised Sheet 135 
Section 5, 4th Revised Sheet 136 
Section 5, Original Sheet 137.1 

One receipted copy of each sheet is returned for your files. 

Phil Nyegaard 
Administrator 
Telecommunications Division 

• (503) 378-6436 
Fax: (503) 373-7752 

qwest1946 

Enclosures 

@ 
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Qwest 
421 Southwest Oak Street 
Suite 870 
Portland, Oregon 97204 
Phone 503-242-5234 
FAX 503-242-5456 

Judith A. Peppler 
President - Oregon 

~ -

Spirit of Service'" 

.==~=i 
l'\ECE\l!ED ' July 28, 2003 

Advice No. 1946 

The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
P. 0. Box 2148 
Salem, OR 97308-2148 

ATTENTION: Vikie Bailey-Goggins, Administrator 
Tariffs and Data Analysis 

Dear Commissioner Hemmingway: 

Jllll 2 S 2003 ! 
\ 
l 

l 
pUC 

Utill\\l p,ograrn = 

Qwest is forwarding for filing the sheets listed on Attachment A. This fling makes 
changes to Public Access Line (PAL) Service offerings in the Exchange and Network 
Services tariff. The effective date is August 28, 2003. 

In compliance with FCC Order 02-025 Qwest is submitting the enclosed filing to 
introduce Public Access Line (PAL )-specific Fraud Protection Service offerings. 
Customers cun-ently purchasing Qwest CUSTOMNET service offerings will be migrated 
to the appropriate new Fraud Protection service. Fraud Protection for Basic PAL Service 
offers three levels of protection: incoming, outgoing, and incoming & outgoing 
combination. 

All Fraud Protection services will be billed at the recuning/monthly rate of $0.11. The 
non-recuning charge of$1.12 will apply when the Fraud Protection features are provided 
subsequent to the initial installation of the Basic PAL access line. These rates will be in 
effect across all Qwest Communications tariffs as they relate to Public Access Line Fraud 
Protection. 
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The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Cmmnission 
Advice No. 1946 

Page 2 

Because Qwest has decided to reduce its PAL rates, the rates have been recalculated in 
accordance with FCC Order No. 02-025. Qwest has reviewed the FCC order and is 
making this filing without prejudice to its pending appeal of the FCC order, and without 
prejudice to its position in the pending appeals of this Commission's orders in Dockets 
Nos. UT 125 and DR 26/UC 600. 

The estimated annualized revenue impact of this filing can be found herein under 
confidential cover. 

Attachments B and C contain commercially valuable information and/or trade 
secrets and are submitted to Staff in confidence pursuant to ORS 192.501, 192.502 
and 646.641 Et seq. We understand that you will notify us prior to release of any 
such information in sufficient time to seek a protective order from the Commission 
or to othenvise preserve its confidentiality. 

If you have questions concerning this filing, please contact Sheila Harris on (503) 242-5950. 

Yours ve1y truly, 

Sh ila . Harris for 
ay Peppler President - Oregon 

Qwest Communications, Inc. 

Attachments 
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SECTION 

5 
5 
5 
5 
5 
5 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

Attachment A 
Advice No. 1946 

SHEET REVISION 

132 1 
132.1 0 
134 1 
135 1 
136 4 
137.1 0 
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I DATE: 7/;;? 9 COMPANY I ADVICE#:Q /jj o 2:.,±,/ZJdh'. 1 fi <Z ) ) 

LANCE BALL • / Cj 1+{p TO: 

FROM: VIKIE BAILEY-GOGGINS 

Please check names of persons to whom we should provide a copy of the attached tariff filing. 
Please return the entfre package to me within one (1) day. Please indicate "f>" for principal staff. 

/, Ball _ (_{/1/-...'1 l~"t(Liv,.,\l,I 
Birko ---
Carter 

--Emmons 

1 
, ·fl . 

Sloan N vi ( QJv1.~,v'Q • ",\ 1tJ· I 
===\?= Stanage - C,v r J l I 
__ X:~Nyegaard (cover letter only) 
___ • Other (Please name:-----------~------__; 

Does Staff plan to take to public meeting? 
Is Prehearing conference necessary? f'...0 
Should an ALJ be assigned? Ne) 

Public Meeting Caption: -------+-' _______________ _ 

0/ 161 
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WILLIAMS Kathy 

From: 
Sent: 
To: 
Cc: 
Subject: 

BALL Lance 
Wednesday, August 20, 2003 1 :52 PM 
WILLIAMS Kathy 
STANAGE Jim 
Qwest Advice 1946 

Qwest filed Advice 1946 on July 28, 2003. The filing takes effect on August 28, 2003. 
The propose of the filing is to establish Public Access Line-specific Fraud Protection 
Service. The filing is intended to comply with FCC Order 02-025. The company has made 
similar filings elsewhere in its fourteen-state service area. Malheur Bell's Advice No. 
2003-10-C, which will also go into effect August 28, 2003, proposes to create the same 
service. 

Fraud Protection Service will have a nonrecurring charge of $1.12 and a monthly recurring 
charge of $0.11 per line. This contrasts with the rates for CUSTOMNET service, the 
service being substituted for Fraud Protection (for PAL subscribers only), which has a 
nonrecurring charge of $24.00 and a monthly recurring charge of $2.00 per line. Fraud 
Protection Service for PAL Service offers three levels of protection: incoming, outgoing, 
and incoming/outgoing calling. 

Fraud Protection Service is subject to the availability of facilities. Operator assisted, 
collect, and/or third number billed calls originating from locations that do not have 
screening capabilities may not be capable of being intercepted and denied---e.g., 
International calls and calls that do not go through the Billing Validation Authority 
database. 

The company submitted a financial analysis and cited a cost study that shows the proposed 
rates cover the service's imputed price floor (i.e., the cost of service). ORS 759.410 

, (4) requires that "retail telecommunications services" be priced at least as high as the 
'imputed price floor of each respective non-basic service. The filed service is non-basic 
services under ORS 759.410---i.e., it is not a "basic services." Qwest estimates that the 
filing will reduce net annual revenue by approximately $12,000. 

The filing is in conformity with Oregon law and complies with FCC Order 02-025. The 
filing does not conflict with the public interest. Please prepare an acknowledgment 
letter for Phil Nyegaard's signature. Thank you Kathy. 

Lance L. Ball 
Program Manager of Rates and Service Quality 
Telecornmunications·oivision 
Public Utility Commission of Oregon 

1 
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SUMMARY OF TARIFF FILING 

NAME QWEST CORPORATION 

FILED February 14, 2003 

FILE CODE: U21T 

NEED LSN?: No 

ADVICEfTRANS. NO. 1935 

DOCKET NO. 

EFFECTIVE March 17, 2003 

PUBLIC MEETING: N/A 

FILING HAS BEEN ACCEPTED 

FILING HAS BEEN ALLOWED 

FILING HAS BEEN ACKNOWLEDGED 

FILING HAS BEEN REJECTED OR WITHDRAWN 

X 

SUMMARY OF FILING: This filing reduces rates to the following Public Access 
Line {PAL) elements: Basic PAL; Smart PAL; Basic PAL Measured; Message 
Line; Smart PAL Message Line; PAL Message Charge; and PAL Measured Per 

Minute Charge. / / / 

REVIEWED BY: Stanage {Pc), Ball, Nyegaard 

ACTION/DATE: 

ACTION/DATE: 

ACTION/DATE: 

COMMENTS: 
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regon 
TI1eodore R. Kulongoski, Governor 

March 19, 2003 

JUDITH A PEPPLER 
VICE PRESIDENT - OREGON 
QWEST CORPORATION 
421 SW OAK ST - RM 870 
PORTLAND OR 97204 

RE: Advice No. 1935 

Public Utility Commission 
550 Capitol Street NE, Suite 215 
Mailing Address: PO Box 2148 

Salem, OR 97308-2148 
Consumer Services 

1-800-522-2404 
Local: 503-378-6600 

Administrntive Services 
503-373-7394 

On February 14, 2003, Qwest Corporation filed revised sheets for inclusion in its 
tariff, PUC OR No. 29. On February 28, 2003, the company filed replacement 
sheets. 

This filing reduces rates to the following Public Access Line (PAL) elements: 
Basic PAL; Smart PAL; Basic PAL Measured; Message Line; Smart PAL 
Message Line; PAL Message Charge; and PAL Measured Per Minute Charge. 

The sheets are acknowledged and became effective with service rendered on 
and after March 17, 2003: 

Section 5, 3rd Revised Sheet 136 
Section 5, 3rd Revised Sheet 137 

One receipted copy of each sheet is returned for your files. 

Phil Nyegaard 
Administrator 
Telecommunications Division 
(503) 378-6436 
Fax: (503) 373-7752 

qwesl1935 

Enclosures 

@ 
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Qwest 
421 Southwest Oak Street 
Suite 870 
Portland, Oregon 97204 
Phone 503-242-5234 
FAX 503-242-5456 

Judith A. Peppler 
President - Oregon 

February 14, 2003 

Advice No. 1935 

The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
P. 0. Box 2148 
Salem, OR 97308-2148 

ATTENTION: Vikie Bailey-Goggins, Administrator 
· Tariffs and Data Analysis 

Dear Commissioner Hemmingway: 

RECEIVED 

fEB·14 2003 
p u i;l 

Utlllty Program . 

Qwest is forwarding for filing the sheets listed on Attachment A. This filing proposes 
revisions to the Exchange and Network Services tariff. The effective date is 
March, 17,2003. 

The proposed revisions are rate reductions to the following Public Access Line (PAL) 
elements: 

• BasicPAL 
• SmartPAL 
• Basic PAL Measured 
• Message Line 
• Smart PAL Message Line 
• PAL Message Charge 
• PAL Measured Per Minute Charge 

The rate reductions have been calcuh1ted in accordance with FCC Order No. 02-025. 
Qwest has reviewed the FCC order and is making this filing without prejudice to its 
pending appeal of the FCC order, and without prejudice to its position in the pending 
appeals of this Commission's orders in Dockets Nos. UT 125 and DR 26/UC 600. 

The estimated annualized revenue impact of this filing can be found herein under 
confidential cover. 
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The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
Advice No. 1935 

Page2 

Attachment B contains commercially valuable information and/or trade secrets and 
are submitted to Staff in confidence pursuant to ORS 192.501, 192.502 and 646.641 
Et seq. We understand that you will notify us prior to release of any such 
information in sufficient time to seek a protective order from the Commission or to 
otherwise preserve its confidentiality. 

If you have questions concerning this filing, please contact Sheila Harris on (503)242-5950. 

Yours very truly, 

By 
' VJIL,~ 

eila M. Harris for 
Judy Peppler President - Oregon 
Qwest Communications, Inc. 

Attachments 
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SECTION 

5 
5 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

Attachment A 
Advice No. 1935 

SHEET REVISION 

136 
137 
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421 Southwest Oak Street 
Suite 870 
Portland, Oregon 97204 
Phone 503-242-5234 
FAX 503-242-5456 

Judith A. Peppler 
President - Oregon 

February 28, 2003 

Advice No. 1935 
Supplement No. 1 

The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
P. 0. Box 2148 
Salem, OR 97308-2148 

ATTENTION: Vikie Bailey-Goggins, Administrator 
Tariffs and Data Analysis 

Dear Commissioner Hemmingway: 

rifle the light_. 

R.ECEIVED 

FEB 2 8 2003 
'PUC 

Utlllly Program 

Qwest is forwarding for filing the sheets listed on Attachment A. This supplemental 
filing proposes further revisions to the Exchange and Network Services tariff. The 
effective date is March, 17, 2003. 

The purpose of this supplemental filing is to reestablish a deaveraged rate structure for 
Qwest's Public Access Line Service Rates. 

The original filing introduced rate reductions that were calculated in accordance with 
FCC Order No. 02-025. Qwest reviewed the FCC order and its filing without prejudice 
to its pending appeal of the FCC order, and without prejudice to its position in the 
pending appeals of this Commission's orders in Dockets Nos. UT 125 and DR 26/UC 
600. 

The estimated annualized revenue impact of this filing can be found herein under 
confidential cover. 

Attachment B contains commercially valuable information and/or trade secrets and 
are submitted to Staff in confidence pursuant to ORS 192.501, 192.502 and 646.641 
Et seq. We understand that you will notify us prior to release of any such 
information in sufficient time to seek a protective order from the Commission or to 
otherwise preserve its confidentiality. 
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The Honorable Roy Hemmingway, Connnission Chair 
Oregon Public Utility Connnission 
Advice No. 1935 

Page2 

If you have questions concerning this filing, please contact Sheila Harris on (503) 242-5950. 

Yours very truly, 

By 
S eila . Harris for 
Judy Peppler President - Oregon 
Qwest Connnunications, Inc. 

Attac!nnents 
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EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

Attachment A 
Advice No. 1935 

Supplement No. 1 

SECTION 

5 
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136 
137 

608 



US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTIONS 
3rd Revised Sheet 136 

Cancels 2nd Revised Sheet 136 

5. EXCHANGE SERVICES 

5.5 PuBuc COMMUNICATIONS SERVICE - COIN AND COINLESS 
RECEIVED 

5.5.7 PuBLIC ACCESS LINE SERVICE (Cont'd) 

C. Rates and Charges 

1. Each Basic Public Access Line 

NON· 

,;.Cift.• RECURRING 
• . . . . • ~ Uil~c;&g CHARGE 

\f(~fi\ay, " -
per line[l] 17Q [2] 

- Outgoing only, 
per line[l] 16Q 

• Measured with · 
300 Call 
Allowance 
- Two-way, 

per line[l,3] 15W 

• Message 
- Two-way, 

per line[l] 

• Message with 
300 Call 
Allowance 
- Two-way, 

IMA 

per line[l,3] 1W3 

• Flat 
- Two-way, 

per line[3] lKY 

• Canier 
Package[4] 1N8 

[2] 

[2] 

[2] 

[2] 

FEB ·.1 4 2003 
PUG 

Utility Program 

MONTHLY RATE PER RATE GROUP 
1 2 3 

$ 7.98 (R) $ 7.98 (R) $ 7.98 (R) 

7.98 7.98 7.98 

14.05 14.05 14.05 

7.98 .7.98 7.98 

15.21 

8.88 

10.88 (R) 10.88 (R) 10.88 (R) 

[l] Message usage charge specified, following, applies. 
[2] The business access line nonrecurring charge specified in 5.2 applies. 
[3] EAS rate increment also applies. See 5.1.1. 

(T) 

(T) 

(T) 

(C) 

(D) 
[4] Outgoing only service commonly used by Interexchange Carriers. Service includes 

CUSTOMNEI' Service and local call restrictions. (T) 

Advice No. 1935 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2002-067 

Effective: March 17, 2003 
Title President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTIONS 
3rd Revised Sheet 137 

Cancels 2nd Revised Sheet 137 

5. EXCHANGE SERVICES AECEIVIW 

5.5 
5.5.7 

C. 

PUBLIC COMMUNICATIONS SERVICE· COIN AND COINLESS 
PUBLIC ACCESS LINE SERVICE 

FE!l14 2003 
Rates and Charges (Cont'd) 

NON· 

PUC 
Ullllly Program 

RECURRING MONTHLY RATE PER RATE GROUP 
USOC CHARGE 1 2 3 

2. Smart Public if?~o 
Access _J.mti~~ l,v 

""' \"'r 
~ 

- Outgoing only, 
per line[I] 5FO 

- Two-way, 
per line[I] 5FP 

• Message 

- Outgoing only, 
per line[3] I 4C 

- Two-way, 
per line[3] INH 

3. Message Usage Charges 

• Per message 

• Per Minute of Use 
Placed within the customer's 
local calling area 

[2] 

[2] 

[2] 

[2] 

[I] BAS rate increment also applies. See 5.1.1. 

$9,50 (R) $9.50 (R) $9.50 (R) 

9.50 9.50 9.50 

8.61 8.61 8.61 

8.61 (R) 8.61 (R) 8.61 (R) 

PERMINUTE 
RATE 

$0.01 

[2] The business access line nonrecuning charge from 5.2 applies. 

[3] Message usage charges apply. 

Advice No. 1935 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2002-067 

Effective: March i7, 2003 
Title President 

(N) 

(N) 

(T) 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTIONS 
3rd Revised Sheet 136 

Cancels 2nd Revised Sheet 136 

5. EXCHAJ:l!GE SERVICES 

5.5 Pu:Buc COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 Pu:BLIC ACCESS LINE SERVICE (Cont'd) 

C. Rates and Charges 

1. Each Basic Public Access Line 

NON· 

RECEIVED 

FEB 2 8 2003 
PUC 

Ullllly Program 

RECURRING MONTHLY RATE PER RATE GROUP 
USOC CHARGE 1 2 3 

• Measured 
Two-way, 
per line[l] 17Q [2] $ 7.98 (R) $ 7.98 (R) $ 7.98 (R) 

- Outgoing only, 
per line[l] 16Q 

• Measured with 
300 Call 
Allowance 
- Two-way, 

per line[l,3] 15W 

• Message 
- Two-way, 

per line[l] lMA 

• Message with 
300 Call 
Allowance 
- Two-way, 

per line[l,3] 1W3 

• Flat 
- Two-way, 

per line[3] lKY 

[2] 7.98 7.98 7.98 

[2] 13.94 15.28 16.35 

[2] 7.98 7.98 7.98 

[2] 15.19 16.65 17.82 

[2] 8.78 9.62 10.30 

• CaITier 
Package[4] 1N8 [2] 10.88 (R) 11.85 (R) 12.63 (R) 

[1] Message usage charge specified, following, applies. 
[2] The business access line nonrecuITing charge specified in 5.2 applies. 
[3] BAS rate increment also applies. See 5.1.1. 

(T) 

(T) 

(T) 

(C) 

(D) 
[4] Outgoing only service commonly used by Interexchange Caniers. Service includes 

CUSTOMNET Service and local call resttictions. (T) 

Advice No. 1935 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2002-067 Supplement #1 

Effective: March 17, 2003 
Title President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTIONS 
3rd Revised Sheet 137 

Cancels 2nd Revised Sheet 137 

5.5 
5.5.7 

C. 

5. EXCHANGE SERVICES 

PUBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
PUBLIC ACCESS LINE SERVICE 

I, RECEIIIED ! I 
fEB 2 8 2003 I 

Rates and Charges (Cont'd) 

NON-

PUC 
utlllty Program 

RECURRING MONTHLY RATE PER RATE GROUP 
USOC CHARGE 1 2 3 

2. Smart Public 
Access Line, each 

• Flat 

- Outgoing only, 
per line[l] 5FO [2] $8.45 (R) $9.05 (R) $9.50 (R) 

- Two-way, 
per line[l] 5FP [2] 9.50 10.17 10.68 

• Message 

- Outgoing only, 
per !ine[3] 14C [2] 8.61 8.61 8.61 

- Two-way, 
per line[3] lNH [2] . 8.61 (R) 8.61 (R) 8.61 (R) 

3. Message Usage Charges 
MESSAGE 

RATE 

• Per message $0.02 (R) 

PERMINUTE 
RATE 

• Per Minute of Use 
Placed within the customer's 
local calling area $0.01 

[1] BAS rate increment also applies. See 5.1.1. 

[2] The business access line nomecurring charge from 5.2 applies. 

[3] Message usage charges apply. 

Advice No. 1935 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2002-067 Supplement #1 

Effective: March 17, 2003 
Title President 

(N) 

(N) 

(T) 
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Qwc.!lt 
421 Southwest Oak Street 
Suite 870 
PqrtlllI'ld, Oregon 97204 
Phone 503-242·5234 
FAX 503-242-54~6 

Judith A. Pepplfr 
President - Oregon 

February 14, 2003 

Advice No. 1935 

TI1e Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
P.O. Box 2148 
Salem, OR 97308-2148 

ATTENTION: Vikie Bailey-Goggins, Administrator 
Tariffs and Data Analysis • 

Dear Commissioner Hemmingway: 

Qwest is forwarding for filing the sheets listed on Attachment A. This filing proposes 
revisions to the Exchange and Network SerVices tarif£ The effective date is 
March, 17,2003. 

The proposed revisions are rate reductions to the following Public Access Line (PAL) 
elements: 

• Basic PAL 
• SmartPAL 
• Basic PAL Measured 
• Message Line 
• Smart PAL Message Line 
• PAL Message Charge 
• PAL Measured Per Minute Charge 

The rate reductions have been calculated in accordance with FCC Order No, 02-025. 
Qwest has reviewed the FCC order and is making this filing without prejudice to its 
pending appeal of the FCC order, and without prejudice to its position in the pending 
appeals of this Commission's orders in Dockets Nos. U1 125 and DR 26/UC 600. 

The estimated annualized revenue impact of this filing can be found herein under 
confidential cover. 

r . l:'.J c.. 
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FEB 14 2003 15: 16 FR QWEST 95032428589 TO BRlLcY-bUbbJNS 

The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
Advice No. 1935 • 

Page2 

Attachment B contains commercially valuable information and/or trade secrets and 
are submitted to Staff in confidence pursuant to ORS l92.501, 192,502 and 646.641 
Et seq, We understand that you will notify us prior to release of any such 
information in sufficient time to seek a protective order from the Commission or to 
otherwise preserve its confidentiality, 

If you have questions concerning this filing, please contact Sheila Barris on (503)242-5950. 

Yours very truly, 

By 

I_ 

m_,,f,1--= 
ei)a M. Harris for 

Judy Peppler President - Oregon 
Qwest Communications, Inc. 

Attachments 
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FEB 14 2003 15: 16 ~R QW~SI 

US WEST COMMUNICATIONS, INC. 
P.U,C. OREGON NO. 29 
ExcllANGE AND 
NETWORK SER.VICES 

SECTIONS 
3rd Revised Sheet 136 

Cancels 2nd Revised Sheet 136 

5. EXCHANGESERVICES 

5.5 PuBuc COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 PvBLic AcC:ESS LlNE SERVICE (Cont'd) 

C. Rates and Charges 

1. Each Basic Public Access Line. 

NON· 
RECURRING 

USOC CHARGE 
MON'fUL Y RA TE PER RATE GROUP 

• Measured 
- Two-way, 

per line[l] 17Q 

- Outgoing only, 
perline[l] 16Q 

• Measured with 
300 Call 
Allowance 
-· Two-way, 

per line[l,3] 15W 

• Message 
- Two-way, 

per Iine[l] IMA 

• Message with 
300 Call 
Allowance 
- Two-way, 

per Une[l,3] 1W3 

• Flat 
- Two-way, 

per line(3] 

• Carrier 
Package[4] 

lKY 

1N8 

1 2 3 

[2] $ 7.98 (R) $ 7.98 (R) $ 7.98 (R) 

[2] 7.98 7.98 7.98 

[2] 14.05 14.05 14.05 

[2] 7.98 7.98 7.98 

[2] 15.21 15.21 15.21 

[2] 8.88 8.88 8.88 

[2) 10.88 (R) 10.88 (R) 10.88 (R) 

[l] Message usage charge specified, following, applies. 
[2] The business access line nonrecu1Ting charge specified in 5.2 applies. 
[3] EAS rate increment also applies. See 5. 1.1. 

(T) 

(T) 

(T) 

(C) 

(D) 
[4] Outgoing only service commonly used by Interexchange Carriers. Service includes 

CUSTOMNEI' Service and local call restrictions. • (T) 

Advice No. 1935 
Issued by US WEST Communications, Inc. 
By J, A. Peppler 
OR2002·067 

Effective: March 17, 2003 
Title President 
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FEB 14 2003 15:16 FR QWEST 

US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCilANGE AND 
NETWORK SERVICES 

SEC'J.'JON5 
3rd Revised Sheet 137 

Cancels 2nd Revised Sheet 137 

5, EXCllANGE SERVICES 

5.5 :PI.IBLIC COMNITJNICATlONS SERVICE· COlN AND ColNLESS 
5.5. 7 PullLIC ACCESS LINE SERVICE 

C. Rates and Charges (Cont'd) 

NON-
RECURRING MONTHLY RA TE PER RA TE GRODP 

usoc CHARGE .1 2 3 

2. Sma1t Public 
Access Line, each 

• Flat 

- Outgoing only, 
per Jine[l) 5FO [2] $9.50 (R) $9.50 (R) $9.50 (R) 

- Two-way, 
per line[!] 5FP [2] 9.50 9.50 9.50 

• Message 

Outgoing only, 
per line[3] 14C [2] 8.61 8.61 8.61 

- Two-way, 
per line(3] INH [2) 8.61 (R) 8.61 (R) 8.61 (R) 

3. Message Usage Charges 
MESSAGE 

RATE 

• Per message $0,02 (R) 

PER MINUTE 
RATE 

• Per Minute of Use 
Placed within the customer's 
local calling area $0.01 

[I] EAS rate increment also applies. See 5.1.1. 

[2] The business access line nonrecurring charge from 5.2 applies. 

[3] Message usage charges apply. 

Advice No. 1935 
Issued by VS WEST Communications, lnc. 
By J. A. Pepple, 
OR2002·067 

Effective: March 17, 2003 
Title President 

(N) 

(N) 

(T) 

617 



US WEST COMMUNICATIONS, INC. WORKING PAPERS 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTJONS 
~ 3rd Revised Sheet 136 

Cancels W 2nd Revised Sheet 136 

5. EXCHANGE SERVICES 

5.5 PuBLIC CoMMUNICA TIONS SERVICE· ColN AND CoINLESS 
5.5.7 PuBLIC ACCESS LINE SERVICE (Cont'd) 

C, Rates and Charges 

1. Each Basic Public Access Line 

NON• 
RECUltRING MONTllL Y RA TE PER RA TE GROUP 

USOC CHARGE 1 2 3 
• Measured 

- Two-way, 
per line[l] 17Q 

- Outgoing only, 
per line[l] 16Q 

• Measured With 
300 Call 
Allowance 
• Two-way, 

perHne[l,3) 15W 

• Message 
• Two-way, 

per Hne[4) lMA 

• Message with 
300 Call 
Allowance 
- Two-way, 

per line[3,4) 1 W3 

• Flat 
- Two-way, 

per line[3] lKY 

• Carrier 
Package[5J 1N8 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

(2) 

$18.00 
$7.98 (R) 

$18.00 
$7.98 (R) 

~ 
14.05 

~O· 
8.88 

~ ~ 
10.88 10.88 

[lJ 111 additloR, Business :MeasuR!d Sen~ce usage rates from 5.2 apply. 
ill Message usage charge specified, following, applies. 
[2] The bµsiness access line nonrecuning charge specified in 5.2 applies. 
[3] BAS rate increment also applies. See 5.1.1, . 

$18.00 
$7.98 (R) 

-1£,,00 
7.98 

4S.oo 
7.98 

~ 
10.88 

[ 4 J Message usage charge specified, following, applies. 
[5] Outgoing only service commonly used by Intere){change Carriers. Service includes 

CUSTOMNET Service and local call restrictions. 

Advice No. ~1935 
l$sued by U S WEST Communications, Inc. Eft'ccti ve: January I, 2002March 17, 2003 
By J. A. Peppler Title ¥iBe President 
OR2002-067 
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FEB 14 2003 15: 17 FR QWEST 

U S WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 5 
~ 3rd Revised Sheet 137 

Cancels ,l;;t 2nd Revised Sheet 137 

• 5, EXCHANGE SERVICES 

S.5 PuBLlC COMMUNICATIONS SERVICE • COIN AND COINLESS 
5.S.7 l'mluc ACCESS LINE SERVICE 

C. Rates and Charges (Cont'd) 

NON• 
RECURRING MoNTHL Y RATE PER RA TE GROUP 

USOC CHARGE 1 2 3 

2. 

3, 

Smait Public 
Access Line, each 

• Flat 

- Outgoing only, 
per line[l] 5FO 

- Two-way, 
per line[l] 5FP 

• Message 

- Outgoing only, 
per line[3] 14C 

- Two-way, 
perline[3] lNH 

Message Usage Charges 

• Per message 

• Per Minute of Use 
Placed within the customer's 
local calling area -

[2) 

[2] 

(2] 

[2) 

[ 1] BAS rate increment also applies. See 5. 1. l, 

$29.$7 
9-50 R 

~ ~ 
9,50 9.50 

~ ~ 
8.61 8.61 

-19,;?,4 -19,;?,4 
8.61 (R) 8.61 (R) 

MESSAGE 
RATE 
$M+-0.02 (R) 

PERMlNUTE 
fil:m 

[2] The business access line nonrecurring charge from 5.2 applies, 

[3] Message usage charge specified, following, applies. 

Advice No. +849-1935 

$31.05 
9.50 R 

~ 
9.50 

~ 
8.61 

.J-9,;JA. 
8.61 (R) 

Issued by US WEST Communications, Inc. Effective: January 1. 2002March 17. 2003 
By J. A. Peppler Titl<'< ¥iee President 
OR2002·067 
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FEB 14 2003 15: 16 FR QWEST 

Facsimile transmittal 

To: Vikie Bailey-Goggins Fax: 

From: Sheila Harris Date: 
Manager - Oregon Regulatory 
Affairs 

Re: 1935 Total Pages: 

CC: 

Qwest 
Sheila Barris 
Oregon Regulatory 
421 SW Oak Street 
RoomS!0 
Portland, Oregon 97204-1817 
Tel: 503-242-5950 
FAX: 503-242-7243 
Email; smbarr2@qwest.com 

503-373-7752 

2-14-03 

·lO 

X Urgent O For Review □ Please Comment □ Please Reply □ Ple.ase Recycle 

If you have any problems with this fax, please contact 503-242-8003. 111ank you. 

Notes:. Attached please find a facsimile filing of Qwest's 1935 Toe original will be. delivered on Tuesday, 
February 18, 2003 via UPS ovemightmaiL 

Attachment B contllins col11ltlercially valuable information and/or trade secrets and is submltted to Staff in 
confidence pursuant lo ORS 192.501, 192.50:Z and 646,641 Et seq. We understand tbat you will notify us 
prior to release of any sucb information Jn sufficient time to seek II protective order from the Commission or 
to otherwise preserve its confidentiuJity. 

Please feel free to call with any questions or concerns. 

Sheila Harris 
Orogon Policy and Law 
Regulatory Manager 
503-242-5950 
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I DATE: ~-1Lf--,;3 COMPANY I ADVICE#: (5fu)t:;S·7 (u,fe .sll/93.S-

LA.NQE13ALL ~ 
/ 

TO: 

FROM: VIKIE BAILEY-GOGGINS 

NEW TARIBFF Yl'LIN@ 

Please check names of persons to whom we should provide a copy of the attached tariff filing. 
Please return the entire package to me within one (1) day. Please indicate "P" for principal staff. 

u· Ball ---
Birko ---
Carter ---
Emmons ---
Sloan 

-~'?~. - Stanage 

/' Nyegaard (cover letter only) 
___ Other (Please name:------------------~ 

Does Staff plan to take to public meeting? NC 
Is Prehearing conference necessary? i,.J D 
Should an ALJ ·be assigned? t' I;:::; 
Public Meeting Caption: ______________________ _ 
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WILLIAMS Kathy 

From: 
Sent: 
To: 
Cc: 
Subject: 

BALL Lance 
Monday, March 17, 2003 4:16 PM 
WILLIAMS Kathy 
STANAGE Jim 
Qwest Advice 1935 

Qwest filed Advice 1935 on February 14, 2003. A supplement was filed on February 28, 
2003. The filing goes into effect today, March 17, 2003. Qwest proposes to reduce its 
rates for Public Access Line (PAL) Service. The filing is intended to meet requirements 
of the Federal Communications Commission's (FCC) Order No. 02-025 with reference to the 
"new services test." The company has stated that it has made similar filings in its other 
fourteen-state service areas. Malheur's Advice 2003-02-C, which will also go into effect 
March 17, 2003, proposes rates that are similar to or identical to the rates proposed 
here. Under the FCC order, former Bell operating companies are allowed to use any of 
three methods identified in the order to arrive at rates that comply with the so-called 
new services test. 

Public Access Line (PAL) Service provides telephone service through a local access line to 
all Payphone Service Providers' (PSP) pay telephones with or without coin collecting 
devices. Basic PAL access to the network is provided on a flat, measured, measured with a 
300-call allowance, message or message with a 300-call allowance, or Carrier Package (out 
only) basis. PAL access to the network is also provided through Smart PAL Service is a 
flat or message, two-way or outgoing only line which utilizeS central office coin control 
features. 

The proposed monthly rates are as follows: 

Each Public Access Line 

Measured 
Measured, out only 

·Measured, 300 Call Allow. 
Carrier Package 
Smart PAL, Flat 
Smart PAL, Flat Out Only 
Smart PAL, Measured* 

Measured 
Usage Rate (per minute) 

Message Rate (per call) 

Proposed 

$7.98 
7. 98 

13.94 
10.88 

9.50 
8.45 
8.61 

$0.01 
0.02 

RATES 
Current 

$18.00 
18.00 
26.00 
28.00 
40.00 
27.62 
19.24 

$0.03 
0.07 

Reduction 

$10.02 
10.02 
12 .06 
17.12 
30.50 
19.17 
10.63 

$0.02 
0.05 

The monthly rate reduction for PAL subscribers would be approximately 70 percent. The 
measured usage rate for PAL customers is being reduced by 67 percent, from $0.03 to $0.01, 
and the me·ssage usage rate for PAL customers is being reduced by 71 percent, from $0. 07 to 
$0.02. The filing will increase Qwest's revenues approximately $730,000. 

I note that even though a large reduction is proposed for PAL subscribers, a flow-through 
of rate reductions will not necessarily occur for end-users of PAL service. The reason is 
'end-user rates are not regulated by the Oregon PUC and competitive market conditions will 
not necessarily come into play among competing PAL providers. PAL subscribers generally 
enjoy substantial market power and because of this, end-user prices tend to be much higher 
than cost without a commensurate increase in value to end-users. This filing will 
probably result in little more than increasing operating margins for PAL providers. 

The company submitted a financial analysis and cited a cost study that shows the proposed 
rates cover the service's imputed price floor (i.e., the cost of service). Although ORS 
759.410 does not requires that "retail telecommunications services" be priced at least as 
high as the imputed price floor of each respective basic service, it has been the policy 
'of Commission to set basic services rates to cover their price floors except for the rates 
in exchanges where the local access rate is subsidized through the Oregon Universal 
Services Fund. (The filed services are basic services under ORS 759.410.) 

1 
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The filing is consistent with federal guidelines. The filing does not conflict with the 
public interest. Please prepare an acknowledgment letter for Phil Nyegaard's signature. 
Thank you Kathy. 

• Lance L. Ball 
Program Manager of Rates and Service Quality· 
Telecommunications Division 
Public Utility Commission of Oregon 

2 
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IN THE COURT OF APPEALS OF THE STATE OF OREGON 

NORTHWEST PUBLIC 
COMMUNICATIONS COUNCIL, 

Petitioner, 

TRANSMITTAL OF SHORTENED 
RECORD AND CERTIFICATE 

v. AppellateComtNo.CANo. Al66810 

QWEST CORPORATION, fka U.S. West Agency Case No. UT 125 
Communications, Inc. and PUBLIC 
UTILITY COMMISSION OF OREGON, 

Respondents. 

FILED 
COURT OF APPEALS 

MAR 27 2018 

VOLUME II 

ITEM NOS. 13 ~ 16 

STATE COURT ADMINISTRATOR 

By "48 . Deputy 

CASE NQ 41 (,~ ff,/ 0 

I 





ORDERNO. 

ENTERED 

02-009 
JAN D 8 2002 

BEFORE THE PUBLIC UTILITY COMMISSION 

OFOREGON 

UT 125/PHASE II 
RATE DESIGN 

In the Matter of the Application of ) 
QWEST CORPORATION for an ) ORDER 
Increase in Revenues. ) 

DISPOSITION: APPLICATION FOR RECONSIDERATION DENIED 

On November 13, 2001, the N01ihwest Payphone Association (NWPA) 
filed an application for reconsideration of Order No. 01-810. On November 28, 2001, 
Qwest Corporation (Qwest) and Commission Staff responded in opposition to NWPA's 
application. On December 12, 2001, NWPA filed a reply to Qwest's and Staff's 
responses. 

NWP A's Position. NWP A asserts that the Commission made two 
errors of law or fact in Order No. 01-810. First, NWPA argues that the Commission 
erroneously assumed that Qwest's CustomNet service differs from the "Selective Class 
of Call Screening Service" discussed in a Federal Communications Commission (FCC) 
order that is directly on point. As a result,_NWPA maintains that the order fails to 
properly apply federal law. 

Second, NWP A argues that the Commission improperly disregarded the 
FCC's most recent explanation of the evidence required for and the standards to apply to 
the development of a cost based rate for public access line (PAL) services under the new 
services test (in the Wisconsin Order; see the discussion below). 

1. NWPA 's first argument is that the Commission should have concluded 
that the FCC's new services test applies to CustomNet. 111e order, at 56, concludes that 
the new services test does not apply to CustomNet because CustomNet is available to any 
class of subscriber and is thus not a payphone service. NWP A asserts that this conclusion 
is erroneous. NWP A argues that CustomNet is the name Qwest gives to outgoing or 
originating line screening and is a service essential to prevent payphone fraud. Without 
it, a payphone user could simply dial "O" and ask the operator to place a long distance 
call and the operntor would not know that the call originated at a payphone. • 
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According to NWP A, the FCC has already determined that call screening 
services like CustomNet are payphone services. In the Memorandum Opinion and Order, 
Local Exchange Carriers' Payphone Functions and Features I, 12 FCC Red. 17,996 at 
,i,r12, 15, n. 19 (1997) (Payphone Features Order), the FCC applied the new services test 
to Bell Atlantic's "incoming/outgoing call screening" and the GTE's "selective class 
of call screening service." NWPA asserts that CustomNet and selective class of call 
screening are functionally the same service, differing only in their proprietary names, 
and that the Commission therefore_ erred in concluding that the new services test did not 
apply to CustomNet. 

NWP A argues that the Commission also made an enor of law in its 
decision on page 56. The Commission decided that the Payphone Features Order 
did not apply because CustomNet is available to all subscribers and is therefore not 
exclusively a payphone feature. NWP A asserts that the new services test applies to 
"any unbundled features [ILECs] provide to their own payphone services." Order on 
Reconsideration, 11 FCC Red. 21,233 at ifl63 (1996) (Order on Reconsideration). 
NWP A notes that Qwest has admitted that it provides CustomNet to its own basic PAL 
lines ordered by its payphone division. Therefore, NWP A argues, the Commission 
should have decided that CustomNet is subject to the new services test. 

The order also contends that CustomNet is not a payphone specific 
service because over 37 percent of the lines with CustomNet serve customers other 
than payphone service providers (PSPs ). NWP A argues that a number of PSPs order 
CustomNet and that payphones account for (a confidential number) ofCustomNet 
service. However, NWP A points out that usage data is ultimately inelevant, because 
Qwest provides CustomNet to its own payphone operations and is therefore by definition 
subject to the new services test. 

NWP A further argues that even if the Commission had determined that 
CustomNet is subject to the new services test, it could not have found that CustomNet 
passed that test on the record in this case. NWP A argues that Qwest failed to provide 
cost data and supporting analysis as required by the FCC. NWP A asserts that under the 
new services test, an ILEC must calculate the rates for all services subject to the test, 
including CustomNet and public access lines (PAL), by adding its direct costs to an 
appropriate level of overhead costs. Report and Order, In the Matter of Amendments to 
Part 69 of the Commissio.n 's Rules, 6 FCC Red. 4,524 at if44 (1991) (ONA Order). 

'NWP A asserts that Qwest never filed cost data for CustomNet and never 
set its CustomNet rates according to the new services test. According to NWP A, the 
FCC's Payphone Features Order provides clear guidance as to how the Commission 
should have evaluated Qwest' s CustomNet rates, and the Commission did not comply 
with these guidelines. 

2. NWP A 's second argument is that Qwest 's PAL rates do not comply 
with the new services test. NWPA argues that Qwest never filed sufficient evidence of its 
direct and overhead costs in support of its PAL rates. NWP A cites the ONA Order at if42 
in support of its proposition that an ILEC must file engineering studies, time and wage 
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studies, or other cost accounting studies to establish its direct costs. NWP A also asserts 
that ILECs must prove their overhead costs by filing "cost data sufficient to establish that 
such charges will not recover more than a just and reasonable pmtion of the canier' s 
overhead cost." 47 C.F.R. §61.49(h). At a minimum, according to the ONA Order, an 
ILEC must demonstrate that rates are cost based and submit data sufficient to pemrit a 
state commission to "evaluate the reasonableness of the manner in which overhead costs 
are loaded onto the cost of the service, including review of the ratios of direct unit cost to 
unit investment and direct unit cost to unit price." ONA Order at i144. 

NWPA faults the order, at 55, for stating that the FCC has not specified 
what kind of evidence is necessary to determine whether PAL rates satisfy the new 
services test. NWP A maintains that the FCC has provided specific guidance on this type 
of evidence in The Matter of Wisconsin Public Service Commission Order Directing 
Filings, 15 FCC Red. 9,978 (2000) (Wisconsin Order) at ,r,r7-13. 

NWP A argues that the Commission ened in relying on Qwest' s cost 
to price ratio to infer the overhead on payphone rates. NWP A argues that the FCC' s 
Common Canier Bureau directed Bell Atlantic "to explain in detail how its development 
ofrates for these features complied with the new services test, Section 276, and the 
Payphone Orders." Payphone Features Order at ,rii.1 

NWP A also argues that Qwest' s overhead loading for PAL service is 
unreasonable, contrary to the order's finding at 56. Qwest's overhead Jading, ·according 
to the mder, ranges from 26 percent to 91 percent for different PAL services. NWP A 
argues that this much overhead is inexcusable. The Payphone Features Order found that 
a range of overhead loading up to 4.8 times direct costs is reasonable, as the order states 
at 55, but NWPA contends that the Payphone Features Order involved features with 
direct costs that were extremely low or zero and that were provided for free or for a 
monthly rate of $0.015. The FCC stated in that order that "We do not find that our 
determination here concerning overhead loadings of Bell Atlantic's provision of 
payphone features and functions will necessarily be determinative in evaluating 
overhead loadings for other services." Payphone Features Order at ,rn. 

NWP A further argues that Qwest failed to explain why its overhead 
loading has that range. According to the ONA Order, at ,r44, all ILECs must justify the 
overhead loading methodology they select as well as any deviations from methodologies 
they use for related services. 

1 NWPA asserts that the order, at 56, detemrined that Qwest's PAL rates were calculated 
according to the new services test. The order makes no determination about how Qwest 
calculated its PAL rates; instead, it finds that the rates are consistent with the new 
services test. NWP A's argument on this point will not be addressed, because it is based 
on a false assertion. 
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NWPA also faults the order, at 56, for justifying Qwest's rates by stating 
that the FCC's requirement of cost based rates does not mean that rates must be set at 
costs. According to NWP A, that statement is incorrect. NWP A contends that Qwest 
must back up its PAL overhead costs with cost studies and other data, citing to the 
Wisconsin Order at '1[11 ("Given that the new services test is a cost-based test, overhead 
allocations mnst be based on cost, and therefore may not be set attificially high in order 
to subsidize or contribute to other LEC services."). 

Finally, NWPA argues that the order, at 56, improperly declines to follow 
the Wisconsin Order because the Wisconsin Order applied to certain named ILECs and 
did not issue from the whole Commission. NWP A argues that the FCC would not apply 
a different standard to Qwest and that this Commission should grant deference to the 
interpretation of the FCC rules found in the Wisconsin Order until the FCC issues an 
order reversing its findings. 

OPINION 

Applicable Law. OAR 860-014-0095(3) provides: 

(3) The Commission may grant an application for rehearing or 
reconsideration if the applicant shows that there is: 

(a) New evidence which is essential to the decision and which was 
unavailable and not reasonably discoverable before issuance of the order; 

(b) A change in the law or agency policy since the date the order was 
issued, relating to a matter essential to the decision; 

( c) An error of law or fact in the order which is essential to the decision; or 

( d) Good cause for further examination of a matter essential to the 
decision. 

1. CustomN et and the new services test. NWP A argues that CustomNet 
is subject to the new services test because Qwest provides CustomNet to its own payphone 
services and the FCC's Order on Reconsideration states that the new'services test applies to 
"any unbundled features [ILECs] provide to their own payphone services." The order, at 
54, however, states that CustomNet is a tariffed retail service and takes official notice of 
the tariff for that service on file with the Public Utility Commission. A tariffed retail 
service is not an unbundled feature, and the language from the Order 011 Reconsideration 
does not apply to CustomNet. 

NWP A also argues that CustomNet is subject to the new services test 
because it is equivalent to GTE' s selective class of call screening service. In the 
Payphone Features Order, the FCC found that GTE's screening service was subject to 
the new services test as a payphone specific service. NWPA contends that. we asserted 
that the Payphone Features Order involved services that were different from CustomNet. 
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This is an incorrect statement. We stated (n. 27 at 56): "In the Payphone Features Order, 
the FCC determined that GTE's selective class of call screening service is subject to 
the new services test, describing it as a payphone specific feature. At ,r15." We then 
concluded, at 56, that CustomNet is not a payphone specific feature. We do not have a 
factual record on which to decide what kind of service GTE's call screening is. We did 
decide, order at 56, that CustomNet is not a payphone specific feature because 37 percent 
of its users are not PSPs. Therefore, we concluded and again conclude that the new 
services test does not apply to CustomNet. 

Because we again decide that CustomNet is not subject to the new services 
test, it is not necessary to address NWP A's arguments about cost data and overhead for 

• CustomNet. 

2. Qwest's PAL rates. NWPA asserts that Qwest's PAL rates do not 
comply with the new services test. This matter was discussed in the order on the basis of 
the same arguments presented here. See order at 50-52. We considered the arguments 
NWP A presented, and presents here, and determined that Qwest' s PAL rates satisfy the 
new services test. We found in the order and again find the cost data submitted in 
UM 773 was a sufficient basis for determining Qwest' s direct costs, and that its overhead 
is reasonable. 

We continue to view the test in a much less formalistic way than NWP A 
does. Even the ONA Order, to which NWP A repeatedly recurs, charncterizes the new 
services test as a "flexible cost based approach to pricing new services." At if38; see 
order at 53. 

Finally, NWPA argues that the Wisconsin Order sets guidelines for the 
new services test. We gave reasons in Order No. 01-810, at 54, for not relying on that 
order. NWP A has brought no new arguments to convince us that we should rely on it. 

CONCLUSION 

We conclude that NWPA has not shown grounds for reconsideration of 
. Order No. 01-810 and that its application should be denied. 
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ORDER 

IT IS ORDERED that NWP A's application for reconsideration of Order 
No. 01-810 is denied. 

JAN O 8 2002 
Made, entered, and effective ____________ _ 

RoyHemmin 
Chairman 

COMMISSIONER SMtlH WAS 
UNAVAl!Aru.E fO!l ~ 

Joan H. Smith 
Commissioner 

A party may appeal this order to a court pursuant to applicable law. 
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ENTERED SEP 14 2001 • . 

BEFORE THE PUBLIC UTILITY COMMISSION 

OFOREGON 

In the Matter of the Application of 
.QWEST CORPORATION for an 
Increase in R.evenues. . 

UT 125/PHASE II 
RATE DESIGN 

) 
) 
) 

DISPOSITION: RATES APPROVED 

INTRODUCTION 

Procedural Background 

ORDER 

By Order No. 00-190, the Commission adopted a stipulation between 
Qwest Corporation (Qwest) and Commission Staff (Staff) in resolution of Phase I of this 
docket, the revenue requirement phase. In the stipulation, Qwest agreed to reduce its 
annual revenues by $64.2 million, based on August 1997 billing units. See Appendix A 
to Order No. 00-19'0. Phase II of this docket establishes the rate design for the stipulated 
revenue requirement. • 

On November 15, 2000, Qwest filed Advice No. 1849, replacing in their entirety the 
earlier filed Advice No. 1806 and Transmittal No.-99-014-PL. On March 19, 2001, 
Qwest filed a modified portion of Attachment B, entitled "R,evised·UT 125 Rate Spread." 
These filings represent Qwest' s rate design proposal to reduce annual revenues by 
$64.2 million. Qwest's revised rate design proposal incorporates comprehensive 
deaveraging of retail mtes, consistent with the parameters set in UT 148 (see below, 
Legislation and Commission Decisions Affecting This Docket). 

In the rate design phase, as in the revenue requirement phase, Qwest has 
the burden to demonstrate that its rate design proposal creates rates that are '1ust and 
reasonable." ORS 756.040(1), 759,035, 759.180. 

After settlement discussions, parties to the rate design phase of the docket 
identified 13 issues to be resolved in Phase II. Those issues are s!;lt out below. 
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On April 19, 2001, Staff filed its rate design proposal and supporting 
testimony in response to Qwest's filed rate design proposal. Staffs proposal would 
reduce Qwest revenues by $64,232,454. 

The following parties filed petitions to intervene in this phase of the 
docket. All petitions were granted. 

• Advanced TelCom Group, Inc. (ATG) 
• American Association of Retired Persons (AARP) 
• AT&T Communications of the Pacific Northwest, Inc. (AT&T) 
• Citizen's Utility Board of Oregon (CUB) 
• Integra Telecom of Oregon, Inc. 
• MCI WorldCom, Inc. (WorldCom) 
• Northwest Payphone Association (NwP A) 
• Rhythm Links, Inc. 
• Telecommunications Ratepayers Association for Cost Based and 

Equitable Rates (TRACER) 
• Unicom 
• Verizon Northwest, Inc. 

· In addition to Staff and Qwest, the following parties filed direct and/or 
rebuttal testimony on April 10 and May 3, 2001: 

• ATG 
• AARP 
• AT&T 
• NWPA 
• WorldCom 

A hearing was held in this matter on May 29-June 1, 2001. The following 
attorneys entered appearances: 

• For ATG and NWPA, Brooks Harlow 
• For AARP, Robert Manifold 
• For AT&T, Mark Trinchero 
• For Qwest, Lawrence Reichman 
• For Staff, Michael Weirich and Jason Jones 
• For WorldCom, Ann Hopfenbeck and Lisa Rackuer 

The parties submitted two rounds of briefs after the hearing. 

Legislation and Commission Decisions Affecting This Docket 

The 1999 Oregon State Legislature passed Senate Bill 622 (SB 622), now 
codified as ORS 759.400 et seq. SB 622 introduced a permanent price cap regulation 
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option to replace rate of return regulation for telecommunicati;ms utilities that elect that 
option. Qwest elected the price cap regulation option on November 30, 1999, to be 
effective on December 30, 1999. 

SB 622 authorizes the Commission to define and set rates for basic 
services for utilities electing price cap regulation. ORS 759.410 provides for maximum 
prices (price caps) and minimum prices (price floors) for nonbasic services. The current 
price caps are the rates in place when Qwest elected price cap regulation. However,· 
ORS 759.415 allows the price caps for nonbasic set-vices to be adjusted in a pending rate 
case. This is, therefore, the Commission's oµly opportunity to adjust Qwest's price caps. 
The price floors ensure that a utility's prices will not fall below the sum of the total 
service long run increment!!! cost (TSLRIC) of providing the S()rvice for the nonessential 
functions of the service and the price charged to other telecommunications cairiers for the 
essential functions. 

Commission Docket UM 731 involves the Oregon Universal Service Fund 
(OUSF). Qwest was required to make a revenue neutral filing in UM 731. The filing 
reduced Qwest's revenues by $26.75 million, which amount was offset by OUSF funds. 
This includes a $15.388 million reduction for basic business access lines and an $11.365 
million reduction for miscellaneous business rates. Staff used this reveµue neutral filing 
as the starting point for the rate design proposal in this proceeding. • 

The Commission's decision in Docket UT 148 also affects this docket. 
UT 148 involved the deaveraging of wholesale unbundled network elements (UNEs). 
In order to foster local exchange competition, the Federal Communications Commission 
(FCC) requires states to establish different rates for UNEs in at least three defined 
geographic areas within the state to reflect geographic cost differences. FCC 
Rule 5 l ,507(f). In Oregon, the only element with geographic variability sufficient 
to warrant deaveraging is the lo·op. Order No. 00-481 at 7. • 

The Commission chose to deaverage the loop by grouping wire centers by 
cost similarity into three zones and by establishing a weighted average loop rate for each 
zone. Id. at 9. The Commission established three zones because three zones adequately 
accounted for the cost difference between wire centers.and three zones would be easier 
for both customers and telecommunications carriers' sales staff to use than an alternative 
five zone proposal.. Id. 

The Commission created three deaveraged rate zones. Since Order 
No. 00-481 issued, Qwest has made rate filings in UM 731 and UT 125. In both dockets, 
Qwest proposes retail rate deaveraging of certain services because of the wholesale 
deaveraging accomplished in Order No. 00-481. In these dockets, Qwest uses the term 
"rate group" synonymously with the Commission use of the term "rate zone" in Order 
No. 00-481. This order will use the term Rate Group with the same meaning as rate zone. 

Staff's rate design proposal incorporates deaveraged network access 
challllels (NACs) for private line service, Centrex se1-vices, and residential and business 
local exchange se1-vices consistent with the final order in UT 148, Order No. 00-481. 
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Finally, Dockets UM.351 and UM 844 set pl'ices for unbundled building 
blocks and set imputation standards for pricing by telecommunications utilities. 

Issues 

The overall issue in this proceeding is how to apportion the $64.2 million 
reduction in revenues agreed to in the stipulation that the Commission adopted in Order 
No. 00-190. The issues are: 

• Issue 1: Switched Access Rate Design 
• Issue 2: Private Line Rate Design 
• Issue 3: Message Toll Service 
• Issue 4: Features (Residential and Business) 
• Issue 5: features (Nonrecurring Charges) 
• Issue 6:. Listings 

• • Issue 7: Centrex Plus 
• Issue 8: Centrex 21 
• Issue 9: Extended Area Service 
• Issue 10: Advanced Services 
• Issue 11: Business Local Exchange Services 
• Issue 12: Residential Local Exchange Services 
• Issue 13: Residential N om·ecurring Charges 

NONCONTROVERSIAL ISSUES 

Several of these issues are not controversial. Staff has noted that it agrees 
with Qwest' s proposal on these issues, and.no other party has presented arguments about 
them. These issues include Issue 4, Issue 5, Issue 6, Issue 8, and Issue 10. AARP 
mounts only a cursory argument against Qwest's position on Issue 13, so Issue 13 will 
be included in this group as well. For each issue treated in this section, we find that 
Qwest has carried its burden to show that the rates it proposes are just and reasonable. 

Issue 4: Features (Residential and Business) 

Residential Fe·atu!'es, Qwest proposes significant price reductions for 
various primary residential features, for an annual revenue reduction of$5,587,l58. 
Staff agrees with Qwest' s proposal. Staff notes that its goal is to align prices for 
telecommunications services toward cost, as represented by the price floors for each 
service. Qwest' s proposal leaves prices for residential features significantly above their 
price floors. However, Staff proposes no additional reductions in residential features 
because Staff is limited to total reductions of$64.2 million. Staff believes that because 
Caller ID, Call Waiting, and Call Forwarding are popular features, it is reasonable to 
target them for price reductions, as Qwest has done. Reducing prices for the most 
popular features will benefit the greatest number of ratepayers. 
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Staff points out that Qwest's Transmittal No. 2000-005-PL, effective 
October 1, 2000, grandfathered customers subscribing to the obsolete CustomChoice and 
ValueChoice services as of September 30, 2000. Staff wishes to leave the grandfathered 
customers of these services at the total package prices they currently pay. CustomChoice 
customers Clll'rently pay $29.95 for an initial line, plus $26.95 for an additional line. 
ValueChoice customers pay $23.95 including the line charge. 

Staff proposes raising monthly flat rates for residential lines in Rate Group 
2 by $1 .00 and in Rate Group 3 by $2.00. See Issue 12 below. The Commission has 
adopted Staffs residential rate design proposal. Staff argues that we should allow 
Qwest to reduce prices for its grandfathered residential CustomChoice and ValueChoice 
customers in Rate Group 2 by $1.00 and in.Rate Group 3 by $2.00, to keep their rates at 

• the amounts given above. • 

• • Reso!11tio11. We agree-with .Staff and Qwest that it is reason(}b!e to tl\l'get 
the most popular telecommtmications features for price reduction. The reductions •• • 

• proposed by Qwest are adopted. Qwest shall reduce prices for its grandfathered 
residential CustomChoice and ValueChoice customers in Rate Group 2 by $1.00 and 
in Rate Group 3 by $2.00. 

Business Features. Qwest proposes to reduce prices for various business 
featlll'es by $1,276,230. As with residential featlll'es, most business featlll'es will remain 
priced significantly above their price floors, because total reductions in this docket carmot 

· exceed $64.2 million. Qwest has targeted its most popular business features for 
reduction. Qwest propos.es to eliminate 12 business feature packages identified by the • 
following uniform service order codes: NLUB+, NLUYI, NLUY2, BSA, ESR, ET8, 
ETC, ESG, ESB, ET3, ES3, and ESS. Staff agrees that it is reasonable to allow 
elimination of these services, but imposes the following conditions. Qwest should be 
• required to contact all affected customers to assist them in migrating to the a la carte 
purchase of the individual features in their packages or to an alternative feature package. 
Further, customers should not be required to pay nomecu11-ing charges because of this 
migration. 

Resol11tio11. Staffs conditions mean that no customer will be economically 
disadvantaged·as a result of the elimination of these business features. We adopt both 
Qwest's proposal on this issue and Staffs conditions. 

Issue 5: Features (Nonrecurring Charges) 

Qwest proposes to eliminate nomecurring charges for residential features, 
resulting in an armual revenue reduction of$729,744. Staff believes that the differences 
between the price floor and the tariffed monthly recurring charge for individual residential 
features and their average product service life are sufficient to ensure that even if Qwest 
does not recover its costs ofinitiating service through a nomecun'ing charge, it will not be 
selling these services below the price floor in violation of ORS 759.410. 

Resolution. We adopt Qwest's rate design proposal on this issue. 
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Issue 6: Listings 

Qwest proposes to decrease the monthly recurring rates for Nonlisted and 
Nonpublished Listing services, which decreases annual revenues by $237,196. Qwest's 
proposal lowers Nonlisted service from $0.50 to $0.35 per month and Nonpublished 
service from $0.75 to $0.65 per month. Staff supports this proposal. 

Resolution. Qwest' s proposed rate design for this issue is adopted. 

Issue 8: Centrex 21 

Qwest proposes modest reductions and a specific rate design for 
Centrex 21 service. Qwest originally proposed to deaverage Centrex 21 prices for 
Rate G1'oilps 1 and 2, but no·t for Rate Group 3. Qwest believes that the price .floor 
requirements of ORS 759.410 would make a deaveraged rate for Rate Group 3 too 
high to be economically attractive. 

Staffs proposal decreases Qwest's annual revenues from Centrex 21 
s·ervice by $12,411. Staff's proposal is consistent with Qwest's proposal to increase the 
monthly rates in Rate Groups 1 and 2 to $46.95, which allows Qwest to maintain a proper 
pricing relationship with Qwest' s Business Custom Choice service, grandfathered at a 
monthly price of$49.95 including the line charge, The Business CustomChoice service 
includes moie features than Centrex 21, so Staff believes that a $3.00 per line price 
difference is reasonable. Staffs proposal also adopts Qwest' s proposal to reduce rates 
for the 12 to 36 month.and the 37 to 60 month rate stabilization contracts in Rate 
Groups 1 and 2. 

Qwest has since agreed with Staff's proposal to establish rates for 
Centrex 21 service in Rate Group 3, consistent with the price floor requirements of 
ORS 759.410 and the deaveraging requirements of Order No. 00-481 (UT 148). Rate 
Group 3 rates will be set to recover annual revenues from the average Rate Group 3 
Centrex 21 customers, based on subscription to the service from March 1997 to 
February 1998, However, Staff and Qwest agree that the new prices will not make 
economic sense for current Centrex 21 customers in Rate Group 3. Accordingly, Qwest 
has agree.cl to contact all Rate Group 3 Centrex 21 customers and migrate them to a less 
expensive alternative feature package. Eventually, Rate Group 3 will have no Centrex 21 
customers. Staff recommends that Qwest not require Rate Group 3 customers to pay 
nonrecurring charges as a result of the migration to a different feature package. 

Resolution, We adopt Qwest's proposal for Centrex 21 ·service pricing, as 
modified by Staff. Centrex 21 customers in Rate Group 3 shall not pay nomecurring 
charges for their migration to a different feature package. 
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Issue 10: Advanced Services 

Qwest proposes rate reductions for ISDN Basic Rate Service (ISDN
BRS), ISDN Primary Rate Service (ISDN-PRS), Digital Switched Services (DSS), and 
Direct Inward Dialing (DID). 

After correcting the current rates contained in Qwest' s initial proposal, 
Staffs reductions for ISDN-BRS slightly exceed Qwest' s proposed reductions. Staffs 
proposal reduces Single Line ISDN-BRS rates by $100,000 by reducing rates in Rate 
Group 1 by 6 percent, leaving the current rates for the various terms of service unchanged 
in Rate Group 2, and increasing rates in Rate Group 3 by approximately $17.00. This 
increase in Rate Group 3 has no revenue effect, because there are no ISDN-BRS lines in 
that rate group. Staff's recommendations and corrections to Qwest's proposal are mip.or. 
The primary difference between" the proposals is that Qwest wishes to "raise.rates f.of each 
term period in Rate Group 2 by approximately $6.00, whereas Staffpropos~s that the 
current term period rates remain unchanged. Staff argues that it is inappropriate to raise 
the rates in Rate Group 2 because the rates are already well above their established price 
floor and the rates were lowered by approximately $7.00 as recently as November 8, 
2000. Qwest agrees with.Staffs recommendation on this issue. 

Staff agrees with Qwest's proposal to decrease certain ISDN~PRS rates, 
which results in an annual revenue reduction of $30,000. The proposed reductions will 
make the relationships between the price floors and the proposed ISDN-PRS rates similar 
to those for local business access lines, 

Finally, Staff agrees with Qwest's proposal to reduce certain DSS rates, 
resulting in an annual revenue reduction of $200,000. Staff also agrees with Qwest' s 
proposal to reduce rates for DID, resulting in an annual revenue reduction of $300,000. 

Resolution. We adopt Qwest's proposed rate reductions for advanced 
services, as modified by Staff. • • 

Issue 13: Residential Nonrecurring Charges 

Qwest proposes to raise the nonrecurring charge for residential service 
installation from $12.00 to $16.50 to bring the rate closer to the direct cost of the service, 
The resulting annual revenue increase is $1.4 million. Even at that level, Qwest notes, 
the rate will still be significantly below cost. Staff recommends that the Commission 
adopt Qwest's proposal, because it moves rates closer to the established TSLRIC and still 
remains one of the lowest charges for this service applied by any former Bell Operating 
Company in the United States. • 

AARP disputes Qwest' s proposal to raise the nonrecurring charge for 
residential service. AARP makes no specific argument opposing this increase. AARP's 
general argument is that there is no basis for an increase in basic local residential rates in 
the context of an overall revenue reduction. 
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Resolution. We adopt Qwest's proposal without modification on this 
issue. We note that in the overall rate design, many other rates benefiting residential 
customers are reduced, such as-features, intraLATA toll, and EAS. We have a goal of 
moving rates toward cost. For below cost rates, such as the rate for residential service 
installation, this means increasing rates to move them closer to cost. AARP' s 
counterargument is not convincing. 

CONTESTED ISSUES 

ISSUE 1: SWITCHED ACCESS RATE DESIGN 

Background 

Switched access is a service Qwest provides to intei:exchange carriers 
(IXCs) for the purpose of connecting the IXCs to their end user toll customers via the 
local switched network. Switched access service has tlu·ee main parts: local transport, 
local switching, and the carrier common line charge (CCLC). 

The CCLC recovers costs for the po1tion of the local loop assigned to 
the intrastate toll/access jurisdiction through the separations process. The CCLC is 
recognized as an implicit subsidy. In the 1996 Telecommunications Act (Act), Congress 
directed the Federal Communications Commission (FCC) and the states to eliminate 
implicit subsidies in rates and make them explicit. All patties testifying in this docket 
agl'ee that the CCLC should be eliminated. 

The Commission has broad discretion in the switched access rate design 
area. Switched access rate design is largely a matter of public policy. 

Party Positions 

Staffs proposal results in a $21.8 million dollru· annual reduction, 
lowering Qwest's intrastate switched access revenues by 71.32 percent. Staffs proposal 
eliminates the CCLC and decreases the average access charge rate per access minute 

. from 2.8 cents to 0.8 cents.• 

Qwest proposes to reduce its intrastate switched access revenues by 
$16 million, a 52 percent annual decrease. Qwest also proposes to eliminate the CCLC 
and reduce tli.e average access charge rate from 2.8 cents per access minute to 1.3 cents. 

AT&T/WorldCom propose to reduce Qwest's intrastate switched access 
revenues by $25 .3 million, an 82. 7 percent reduction. They lll'ge the Commission to 
lower Qwest' s switched access rates to UM 844 prices, which would make them 
equivalent to UNE rates. AT&T/WorldCom also recommend eliminating the CCLC 
ru1d reducing the composite access chfil'ge rate to 0.48 cents per access minute. 
AT&T/WorldCom ru·gue that Qwest's position on Issue 3, Message Toll, must be 
considered together with its position here, because together a relatively high access 
rate and a relatively low toll rate reduce competitors' margins unacceptably. 
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Staff. Staff and Qwest share the overall rate design goal of moving 
Qwest's intrastate switched access rates closer to the company's lower interstate switched 
access rates. Staff argues that its own proposal consistently brings Qwest' s intrastate and 
interstate rates closer while Qwest' s proposal actually drives certain key interstate and 
intrastate rates further apart. Staff's proposal also removes the CCLC and aligns the 
switched access direct trunked transport rate and the private line transport rate. 

To move Qwest's intrastate switched access rates closer to Qwest's 
interstate switched access rates, Staff proposes setting the local transpo1t rates 
approximately equal to Qwest' s current approved interstate access rates, where those 
rates are above the UM 844 and UT 148 prices. Staff follows the FCC's access charge 
reform rate design by decreasing the local switching rate by almost 27 percent and 
including the new access charge elements adopted by the FCC in its local tnµ1sp01t rate 
design. Staff's local transport proposal increases Qwest's total local transport revenues 
by 10.77 percent.· Qw~st's proposal increases them. by 64.31.P.ercent. • 

Transp01t rates are variable by distance. Staffs local transport proposal 
generates 1 .4 percent more intrastate rev~nue than Qwest' s current interstate rates 
would generate witliin the UT 125 test period. This slight increase is mainly due to the 
inclusion of new access charge elements adopted by the FCC in its access charge reform 
docket, Access Charge Reform, CC Docket No. 96-262, FCC Order 97-158 (May 16, 
1997), and Staff's desire not to decrease rates below the UM 844 and UT 148 prices. 
Staff follows the FCC' s access charge reform rate design by decreasing the local 
switching rate by almost 27 percent and including the new access charge elements 
adopted by tlie FCC in its local transport rate design. The new elements are End Office 
Shafod Port, Common Transport Multiplexing, Tandem Tnmk Port, and End Office 
Dedicated Trunk Port. Staff proposes to min·or Qwest's interstate rates f01' these 
elements. 

Staff notes that Qwest's proposal also adds the FCC's new access charge 
elements and adopts new price elements for them. Qwest previously included tlie costs 
for these same new access charge elements in its local switching rate element. Staff is 
concerned that Qwest' s proposal may result in a double recovery for tliese new access 
charge elements. 

Staff's proposal reduces Qwest's local switching rates by 27 percent, 
bringing tl1em closer to Qwest's interstate switching rates. Under Staff's proposal, 
Qwest' s local switching rates are approximately 1.95 times greater than Qwest' s 
interstate switching rates. Qwest' s proposal increases its local switching rates by almost 
32 percent. The resulting local switching rates would be approximately 3. 5 times greater 
than Qwest' s interstate switching rates. 

The major difference between Staff's proposal and AT&T/WorldCom's 
is tliat AT&T/WorldCom want to reduce all switched access rate elements to the 
UM 844 wholesale price levels. AT&T/WorldCom's proposal would encompass about 
$25.3 million of the $64.2 million reduction, compared to Staff's $21.8 million reduction. 
Staff is unwilling to commit more of the $64.2 million rate reduction to switched access· 
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rates than it has proposed (about 33.9 percent of the total rate reduction). Other classes of 
customers should enjoy rate reductions as well, and Staff believes its allocation of the 
$64.2 million is the fairest and most equitable for all customer groups, • 

Staff notes that moving Qwest's intrastate switched access rates closer to 
the company's lower interstate rates· would help reduce arbitrage opportunities between 
the interstate and intrastate jurisdictions. Arbitrage is a potential prob)em, according to 
Staff, because IXCs purchase access services from Qwest to originate and terminate toll 
calls to Qwest end users. The IX Cs self repott to Qwest the jurisdiction of the traffic 
thrnugh the Percent Interstate Usage (PIU) mechanism. Qwest uses the PIU when billing 
its access charges and recording the revenues. The actual usage, however, is captured 
through Qwest' s traffic studies. These studies identify the originating and terminating 
number so that the jurisdictional determination can be made. The IXC has incentive to 
repott usage through the PIU in the jurisdiction with the most favorable rates. The result 
is a mismatch between usage and revenues. Actual usage may be intra~tate but the 
revenues will be recorded as interstate. 

Qwest' s intrastate regulation is not based on earnings or rate of retum, 
Thus, Staff believes that with Qwest under a price cap plan in the interstate jurisdiction 
and.intrastate regulation under ORS 759.410, there is little incentive for Qwest to · 
vigorously pursue misrepotting problems. Other obligations, however, such as the 
Oregon Universal Service Fund and various regulatory fees, rely on accurate repotting 
by jurisdiction, Thus, ·Staff argues that it is important to decrease ·arbitrage incentives. 
Staff notes, however, that decreasing arbitrage opportunities is a secondary goal; its 
primary goal is to bring Qwest' s interstate and intrastate switched access rates into 
closer alignment. 

Staff also notes that its proposal is in line with expected future rate design 
events proposed by the FCC. The FCC states that it generally intends to move carriers' 
interstate switched access rates, including Qwest' s, closer to cost. In the Matter of 
Access Charge Reform, CC Docket 96-262, FCC 00~193, 13 (May 31, 2000). The FCC 
desires to reduce the interstate switched access rates to levels even lower than today. It 
is important that the Commission take this chance to align Qwest's higher intrastate 
switched access rates with its lower interstate rates. 

The FCC also declared in a recent Notice of Proposed Rulemaldng that: 

T,here are currently two general intercarrier compensation regimes: 
(1) access charges for long distance traffic; and (2) reciprocal 
compensation. We beli~ve it is essential to reevaluate these 
existing intercarrier compensation regimes in light ofincreasing 
competition and new technologies, such as the Intemet and 
Internet-based services, and commercial mobile radio services 
(CMRS) .. We are particularly interested in identifying a unified 
approach to intercanier compensation - one that would apply to 
interconnection anangements between all types of caniers 
interconnecting with the local telephone network, and to all types 
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of traffic passing over the local telephone network. In the Matter 
of Developing a Unified Intercarrier Compensation Regime, 
CC Docket 01-92, FCC 01-132, ~2 (April 27, 2001). 

The FCC has thus declared its intent to remove implicit subsidies in 
access. charges, move the access charges to cost based rates, and align all intercarrier 
compensation regimes. Staff's proposal moves Qwest' s intrastate rates down toward 
the lower interstate switched access rates. Staff's proposal better aligns the two rate 
structures and is more consistent with expected FCC future adjustments to the interstate 
rate structure than Qwest' s plan. 

As a final matter, Staff observes that in Colorado, AT &t recenily began 
charging its intrastate toll customers $1.25 a month to !)Over some of AT&T's.intrastate 
switched ~ccess costs .. AT&T witness Arlene Starr explained that the Colorado monthly 
charge was imple.mented because of the hig~ Colorado intrastate access rates as compared 
to the Colorado interstate access rates. Qwest worries that AT&T may impose a sjmilar 
charge in Oregon. Staff observes that because its proposal reduces the switched access 
rates and moves them closer to Qwest's interstate rates, its proposal reduces the likelihood 
that AT&T may need to impose·an intrastate switched access surcharge to cover switched 
access costs in Oregon. 

Qwest. Qwest proposes a 52 percent overall reduction in switched access, 
including the complete elimination of the CCLC. Qwest's proposal accounts for about 
25 percent of the total revenue reduction in thls case. Qwest also proposes a restructuring 
of switched access rates, introducing new local transport rate elements. 

• . Qwest opposes AT &T/WorldCom's request for UM 844 pricing for 
switched access service. All parties agree that Qwest is not required to.unbundle 
switched access service under the Act or to.set prices equivalent to comparable UNE 
rates. It makes no sense, according to Qwest, .to .set retail rates at the UM 844 prices, 
which are price floors. • 

Qwest's proposal increases local transport revenues by 64.31 percent. 
Qwest's increase in local transport revenues, much larger than Staff's, arises because 
Qwest significantly increases the tandem switching rate, a component of tandem switched 
transport (an element of local transport). As a result, tandem switched transport revenues 
increase 25.97 percent for Staff, compared to a 91.25 percent increase proposed by 
Qwest. 

· In response to A,T &T/WorldCom's argument that Qwest's pricing 
proposal creates a price squeeze1 or is anticompetitive, Qwest contends that • 

1 AT&T/WorldCom and Qwest argue about the definition of"prico squeeze." Regardless ofthe_term one 
applies, AT&T/WorldCom assert that the interplay of Qwest's proposed toll rates with its proposed 
switched access rates will narrow their gross margin and have anticompetitive effects. 
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AT&T/WorldCom will have sufficient margin even under its proposal to stay in 
the intrastate toll market. 

Fmther, Qwest asserts that there is no basis for AT&T/WoddCom's 
position that toII rate reductions should not exceed switched access rate reductions on a 
cents per minute basis. This is the core of AT&T/WorldCom's argument. The argument 
assumes that AT&T/WorldCom will match Qwest's toll price reduction precisely and 
concludes that if their prices _are lowered by an amount greater than the reduction in one 
item of their cost (switched access), their margin will be less than it currently is. • 

Qwest also notes that it will be lowering its revenue and thus its margin 
through the rates established in this proceeding; there is no reason that other IXCs should 
not do the same. (Qwest notes that the impact on their margins is not as straightfo1ward 
as AT&T/WorldCom.would have the Commission believe. The companies can recover 
switched access charges through monthly surcharges as well as through increasi;d rates 
for customers setved over switched access,) 

Qwest also argues that its proposed switched access rates, even set above 
economic cost, do not give Qwest a competitive advantage of greater margins. AT &Tl 
WorldCom have not demonstrated that their nonaccess costs are the same as Qwest' s, and 
Qwest contends that the record indicates othe1wise. Moreover, according to Qwest, the 
c9mparties' argument ignores the ·opportunity cost of Qwest selling a minute of toll when 
the alternative is that Qwest would recover switched access charges if a competitor 
provided that toll service. The lost opportunity is a real economic cost to Qwest. 
Any opportunity for greater margins vanishes, Qwest argues, when one considers the 
opportunity cost to Qwest of selling toll and forgoing revenue from switched access 
service. 

Qwest asserts, finally, that other IX Cs in Oregon may offer both 
interLATA and intraLATA toll service, but Qwest at this time may not. Thus AT&T/ 
WorldCom may spread their nonaccess costs over a far greater volume of traffic, which 
gives them a significant cost advantage-over Qwest. Moreover, Oregon customers can 
reach far more telephone numbers through interLATA toll than through an intraLATA 
toll call. IXCs use their marketing and packaging of interLATA toll products to capture 
intraLAT A toll customers. IXCs are not price regulated, so they can set their rates below 
cost if they want. They also can introduce rates that specifically recover intrastate 
switched access charges from their customers. They can impose smcharges; as AT&T 
did in Colorado. Qwest also contends that IXCs have alternatives to switched access, 
such as special or dedicated access. 

Qwest contends that Staff's proposed decrease in switched access rates is 
too great. Qwest attacks Staff's rate design because it is based on the goal of avoiding 
arbitrage in PIU reporting, which Qwest contends is not a problem. Qwest notes that 
Staff is not aware of any misreporting instances in Oregon. Qwest has a financial 
incentive to pmsue misrepo1ting problems. Moreover, Qwest has available, through 
Signaling System 7, technology that can track the actual nature of traffic to detect and 
remedy any misreporting. 
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Qwest also contends that Staffs proposal to give approximately 
32 percent of the revenue reduction to JXCs goes too far. Applying a portion of those 
revenue reductions to other end user services would result in greater overall consumer 
benefit. 

Qwest responds to Staffs and AT &TiWoddCom's charge that Qwest's 
. proposal may result in double recovery for the new access charge elements. The cost 
basis for these new rate elements is included in the tandem switching building block and 
the local switching building block from Qwest 's previously approved cost studies, That 
does not mean double recovery for Qwest. Qwest notes that the building block cost 
studies were prepared and approved by the Commission before Qwest filed to separate 
these rate elements in this case. There is no double recovery, according to Qwest. 

AT&T/WorldCom, AT&T/WorldCom assert that this issue must be 
considered together with Issue 3, toll rates. AT&T/WorldCom fear that Qwest's proposal 
will raise the price of switched access, a necessary input into providing toll service, and 
drop the price of toll. AT&T/WorldCom will then have to match Qwest's price decrease 
for toll while paying more for an input into the provision of toll service, switched access. 
AT&T/WorldCom argue that this proposal (and to a lesser degree, Staffs proposal as 
well) creates an anticompetitive situation. 

AT&T/WorldCom argue that Qwest's proposal to implement larger per 
minute reductions in retail toll rates than in wholesale switched access rates creates a 
problem for Qwest's competitors. Qwest'-s access charges are costs to IX Cs that must 
be recovered by a sufficient margin to offset the various other noriaccess retailing costs 
IXCs incur in providing retail toll services. To meet the Oregon Legislature's goal of 
promoting telecommunications competition, AT&T/ WorldCom urge us to set rates for 
switched access services equal to forward looking economic cost, as detennined in 
UM844. 

AT&T/WorldCom note that Qwest's proposal includes reducing the 
average intraLATA toll rate per minute by 8.41 cents (Issue 3) and the per minute 
switched access charge rate from 2.76 to 1.31 cents. For a two ended call, the total 
access charge would fall from 5.52 cents to 2.62 cents, a drop of2.9 cents. Where 
Qwest's retail toll rate drops an average of 8.41 cents, its competitors' switched access 
rate will fall by only 2.9 cents, effectively collapsing the competitors' margin by 
5.5 cents. AT&T/ WorldCom argue that ifQwest's switched access rates were set at 
economic cost, the UM 844 prices, its proposal to implement larger per minute decreases 
in retail toll rates would not have an objectionable anticompetitive effect. Then other 
caniers would have the same input cost Qwest faces for a necessary element of toll 
service provision.2 Unless all carriers face the same input costs, AT&T/WorldCom 

2 AT&T/WorldCom argue that Qwest has not entirely removed the CCLC from its rates. Qwest proposes 
a revenue reduction of$!6 million on Issue I. The CCLC currently generates about $20.4 million in 
revenues. AT&T/WorldCom argue that the difference, $4 million, has merely been shifted to other access 
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contend that it will cost competitors more to serve retail toll customers than· it costs 
Qwest to serve the same customers, and anticompetitive effects will occur. 

Qwest criticizes the assumption that IX Cs will pass thrnugh cost 
reductions. AT&T/WorldCom respond that market forces resulting from significant 
toll reductions proposed by Qwest, one of the largest intrastate toll carriers in Oregon, 
would likely force IXCs to lower their toll rates. Qwest also criticizes the assumption 
that nonswitched access costs will be equal for Qwest and competing IXCs. Evidence 
introduced by AT&T/WorldCom indicates that nonswitched access costs for IXCs in 
Oregon could be significantly greater than for incumbent local exchange can'iers. 

Qwest further argues that IXCs have alternatives to using switched access to 
carry toll calls for Qwest local service customers. According to AT&T/WorldCom, Qwest 
ptoduced no evidence that switched access is not an essential function. AT&T/WorldCom 
concedes that in limited circumstances, alternatives exist. AT&T/WorldCom note that 
special access is rare, however, and is almost nonexistent for termination.of traffic. 

According to AT&T/WorldCom, setting switched access at price floors 
makes sense. The UM 844 rates represent price floorn. SB 622 established a pricing 
range to allow telecommunications utilities to respond to market signals, This flexibility 
is not needed with regard to wholesale services that are essential components for the 
provision of competing retail services provided by Qwest' s competitors. Qwest has no 
incentive to reduce the cost of switched access, a fundamental service that its competitors 
must purchase to compete, to price floors. If switched access services are not set at cost, 
Qwest will always have a self interested incentive to price such services higher than price 
floors. Pricing switched access services at cost will promote competition in the market, 
driving retail service prices toward the price floors. Consequently, AT&T/WorldCom 
contend, it makes good economic sense for the Commission to set switched access rates 
at price floors. 

• Discussion and Resolution 

Switched access rate design is largely a matter of public policy. We have 
considerable discretion in.adopting switched access rates. 

We believe Staffs proposal is the best balanced arid fairest of the three 
proposals. It brings Qwest' s intrastate switched access rates closer to its clll'rently lower 
interstate switched access rates. This is an equitable development with respect to 
consumers and serves the goal of moving rates closer to cost, while still keeping them 
above the price floors. This also addresses the potential problem of misreporting PIUs to 
the more favorable jurisdiction. Although Qwest assures us that it has every incentive to 
report correctly, Staff remains concerned about the problem. The rate stmcture Staff 

rate elements and is an implicit subsidy. Because we do 1101 decide this issue in favor of Qwest, we do not 
address this argument further. 
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proposes reduces the potential for arbitrage. We note, however, that this is a minor 
consideration. Our overall consideration is to set price caps so that interstate and 
intrastate switched access rates aw more congruent. 

We find that Qwest's proposal moves the interstate and intrastate rates 
further apart rather than decreasing the· difference between them. Qwest' s proposal 
greatly increases the tandem switching rate and would result in an overall 64.31 percent 
increase in local transport revenues. Qwest's proposal increases its local switching rates 
by approximately. 32 percent as well. We do not believe that this proposal can ftuther 
competition in telecommunications, which is our goal as well as the goal Congress 
expressed in the 1996 Telecommunications Act. 

AT&T/WorldCom's desire to see switched access rates set at forward 
looking economic cost is understandable, given the companies' position as Qwest' s 
competitpts for intrastate toll traffic. The UM 844 rates include contribution. Thus, 
adopting them here is not an w1reasonable pro1i'ilsal. • However; we are reluct~t to 
commit more of tile $64.2 million reduction than Staff has proposed to this aspect of 
rate design. • 

Moreover, we believe that Staff's proposed rates adequately address 
AT&T/WorldCom' s concerns about reduced margins. Staff's rates are considerably 
lower than Qwest's proposed rates, and Staffs proposed reductions on Issue 3, which we 
also adopt, are less than Qwest's. Therefore, the reduced margin that AT&T/WorldCom 
describes based on Qwest's proposals will be much less serious under Staffs plan.3 

We note too that Qwest has introduced a number of considerations tliat 
make the IX Cs' reduced margins both less straightforward and less anticompetitive .than 
AT&T/WorldCom have argued. 

Finally, we note that Staff's proposal on this issue better aligns interstate 
and intrastate access charges in view of anticipated FCC action in its access charge 
reform docket than Qwest's proposal does. 

ISSUE 2: PRIVATE LINE RATE DESIGN 

Background 

Private line services are a collection of transport services that provide 
direct connections for customers between two or more locations. There are tl1Iee basic 
types of private line service: analog, digital, and DSl. Further, tl!ere are four basic 
elements that comprise a two-point private line service: the network access channel 
(NAC), channel performance, transport mileage, and optional features and ftulctions. 

'We note also that the FCC is soliciting comments on the use of unbundled network elements to provide 
exchange access seivlce. Implementation o/the local Competition Provisions of the Telecommunications 
Act off 996, CC Docket No. 96·98, Public Notice DA 01-169 (Januaty 24, 2001). Iftlie FCC approves 
such use, IX Cs will be able to forgo purchase of switched access for the lower UNE rates. 
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Channel performance rates are the main point of difference between 
. Qwest and Staff, the only pruiies addressing this issue,· All private lines require some 
channel performance element, bt1t channel performance is not an independent function. 

Party Positions 

Staff. Staff proposes to change rates for vrufous private line services, 
increasing Qwest's intrastate private line revenues by $0.305 million. Staffs proposal 
sets rates to cover the UM 844 and UT 148 price floors, reduces channel perfonnance and 
features and function rates to help offset the two wire and four wire NAC increases, and 
aligns the private line and switched access transport rates. The proposal offsets analog 
private line increases with digital decreases, raising the total private line revenues by only 
1.63 percent. The offset of analog increase and digital services reduction makes sense, 
according to Staff, because Qwest customers use both services. 

For channel performance, transport mileage, and optional features 
and functions, Staff recommends setting Qwest' s private line rates at approximately 
25 percent over the UM 844 UNE prices. Staff chose the 25 percent markup to ensure 
that when.a competitive local exchange_ can'ier (CLEC) orders ,a private line for resale, 
the discounted private line rate will be at least equal to the sum of the UNEs required for 
the equivalent bundled service. This prevents a CLEC from pl,lrchasing a private line for 
resale at a price below the floor set in ORS 759.410(4) (calculated after applying the 
wholesale discount to the private line rate). Twenty two percent is a common resale 
discount rate in Qwest' s Oregon interconnection agreements. 

For the NAC, Staff recommends deaveraging the two wire and four wire 
NAC tennination rates using the deaveraged'UT 148 prices, with a 13 _to 18 percent 
markup. Staff chose the lower markup for NA Cs because the same NAC rates have been 
significantly increased through UT 148, pruticulru·ly in Rate Groups 2 and 3. Staff also 
wishes to avoid rate shock. Staff opposes Qwest' s proposal to phase in rates for the 
NAC in Rate Groups 2 and 3, because that would leave in place prices that are below the 
price floor for several years. Staff contends that this approach violates the price floor 
requirements of ORS 759.410. 

For analog service, Staffs proposal would increase the two wire and four 
wire NACs to cover the UT 148 price floors; deaverage the NAC rates into three rate 
groups; align the transport rates with Qwest's switched access transport rates; and lower 
most of the channel perfonnance and optional features and functions rates. Staff's 

. proposal would increase Qwest's intrastate analog private line revenues by 12.52 percent. 
Qwest proposes to increase the rates for these services by 23 percent because of potential 
cost increases. 
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Staff notes that its recommended analog rates are based on current 
evidence of cost and satisfy the requirements of ORS 759.4"10(4).4 Staff argues that 
Qwest' s concern about potential cost increases is speculative. 

For digital private line service, Staff proposes to increase the Digicoml 
and Digital Data service two wire and four wire NAC rates to cover the UT 148 price 
floors; deaverage the NAC rates into three rate groups; decrease channel pe1formance and 
features and functions rates for all digital private line services; and align the DS 1 monthly 
transport rates with Qwest's switched access DS l transport rates. This portion of Staffs 
proposal would decrease Qwest's total digital private line revenues by 25.46 percent. 
Finally, for DSl private line service, Staff proposes a 24.78 percent decrease in DS! • 
revenues. 

Qwest.- Qwest argues that Staffs proposal prices the NAC and chaqnel 
perfonnance element below the price floor. Staff and Qwest agree that the discounted 
price of a retail service should not fall below the price floor, but only Qwest' s prnposal 
i·ealizes this goal, in Qwest' s view. Qwest contends that it is appropriate to consider 
an NAC and a channel pe1formance rate element together in analyzing what the 
discounted price would be, because neither element purchased independently provides 
a telecommunications service, Channel pe1fo1mance is also generally increasing in cost. 
Therefore, Staffs low price level is inappropriate. It makes sense, Qwest argues, to 
build in a. sufficient cushion above the price floor so Qwest will not need to ask the 
Commission to raise prices later to ensme that the price remains above the required 
floor (assuming the Commission has the authority to make such adjustments). 

Qwest and Staff agree that it is necessary to ensure that the discounted 
resale price is not below the price floor. It would be inappropriate to require Qwest to 
resell a finished service at a price below the floor established by ORS 759.410(4). In the 
case of analog NA Cs, however, Staff proposes prices based on equivalent UNE prices 
plus a 13 to 18 percent markup. If a 22 percent discount is applied to this price, the NAC 
would be sold for resale below the price floor. Qwest proposes to avoid rate shock by 
phasing in the higher rates for two wire and four wire NAC rates, which are currently 
below the price floor. 

According to Qwest, the price of a two wire NAC in Rate Group 1 plus a 
common channel perfmmance element (Voice Grade 32 Loop Start Sig- LS) under 
Staffs proposal would be $24.75. Under Qwest's proposal the price would be $25.40, 
the difference being due to Qwest's higher channel performance rate. The price floor for 

4 ORS 759.410(4) provides: 
A telecommunications carrier that elects to be subject to this section and ORS 759.405 
may adjust tile price for a regulated retail telecommunications service between the 
maximum price established under this section and a price floor equal to the sum of tlie 
total service long run incremental cost of providing the service for the nonessential 
functions of the service and the price that ls charged to otl!er telecommunications carriers 
for the essential functions. Basic telephone service shall not be subject to a price floor. 
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these elements combined is $20,96. Qwest's proposed rates are 21 percent above the 
floor, while Staff's are only 18 percent above. To avoid the situation of Qwest having to 
resell services at prices below the price floor, Qwest urges us to choose its higher channel 
performance rates. 

Qwest proposes less reduction than Staff for digital private line services, 
but is willing to accept Staff's proposal. 

Discussion and Resolution 

Staff and Qwest agree that the wholesale discounted price of a private line, 
when resold by Qwest to a CLEC, should not fall below the ORS 759.410(4) price floor. 
The parties do not contend that it is unlawful for a discountedNAC to fall below the 
price floor, but agree that this is a situation to be avoided if.possible. Staff'.s proposal 
avoids this problem by setting private line rates at about 25 percent above the UM 844 
UNE prices, except for certain J:,!AC rates: For the NAC, Staff proposes deaveraged 
UT 148 prices with a 13 to 18 percent markup. 

The NAC price Staff proposes is a problem only if Qwest retains the 
wholesale discount at 22 percent. However, in two dockets before the Commission, 
UM 962 and UM 973, Qwest has proposed a wholesale discount rate of 8.59 percent. 
We do not read ORS 759.410(4) to require that a discounted service be above the price 
floor. Therefore, we find Staffs prnposed NAC prices legally acceptable. 

Qwest addresses the NAC problem through two arguments. It proposes, 
first, to set NAC prices low and then phase in a higher rate ovel' a several year time 
period. This proposal is not legal, because it would leave NAC rates in place that.are 
below the price floor, It would therefore violate ORS 759.410(4). We reject this 
proposal. 

Secon9, Qwest argues tliat the Commission should combine the NAC 
rates with high channel perfmmance rates to ensure that the combined rate is sufficient 
(that is, above the price floor) when the elements are resold at a discount. Qwest believes 
that ORS 759.410(4), which sets the parameters for the price a telecommunications • 
carrier may charge for a "regulated retail telecommunications service," addresses 
combinations of services as well as individually tariffed elements, Qwest argues that 
channel performance cannot be used alone, and that it therefore makes sense to combine 
it with the NAC and consider the two elements together as a telecommunications service. 
Combined, Qwest argues, the elements meet the price floor test. 

We do not accept Qwest's reading of the statute. See our discussion of 
ORS 759.401(4) at Issue 3, Access Charge Imputation, below. The statute speaks of 
service in the singular. We read the statute to apply to individually tariffed elements, not 
to combinations of elements. 

We note that even ifwe were to accept Qwest's combined rate theory, 
there are many combinations ofNACs and channel performance. Qwest-'s combined rate 
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could still allow a combination of rates that is unlawfully priced below the floor. For 
example, Qwest proposes a price of$17.00 for the low speed dataNAC two wire per 
tennination. The imputed price floor for the element is $15.l l. A potential Qwest 
customer could combine that NAC with the channel performance option LS2, priced at 
$2,64, with an imputed price floor of$5.39. The combination would result in a price 
·($19.64) below the price flooi· for the combination of $20.50. We find that each rate 
element must pass the price floor test under ORS 759.410( 4). 

Qwest also argues that analog private line rates are inci·easing and that 
the price should be set higher for that reason. Staff based its analog price proposal on 
current cost data. Anything else is speculative. The same argument holds for channel 
performance. Qwest's higher rates are based on what may happen, not on current costs. 

Background 

Qwest has accepted Staffs digital private line.rate design. 

We adopt Staffs proposals on Issue 2. 

ISSUE 3: MESSAGE TOLL SERVICE RATE DESIGN 

Qwest proposed to reduce Message Toll Service (MTS) by $3.2 million, 
almost half of the $64.2 million in rate reductions available in this case. Staffrecommends 
a lower amount, a reduction of $23.4 million. The difference of $8.6 million is due to MTS 
rate design differences ($2.3 million) and to assumptions regarding MTS price elasticity 
($6.3 million). 

There are two sets of issues regarding MTS rate design: MTS rates, 
including Staffs access imputation analysis, and price elasticity. 

. Generally, Qwest proposes to simplify its MTS pricing structure and 
reduce prices where appropriate. However, Staff identifies $2.3 million in adjustments 
to Qwest's proposal. 

• Most of the MTS rate structure issues are straightforwal'd. We discuss 
them immediately below. We then addres~ access imputation and elasticity separately. 
Access imputation determines whether a service is priced above the ORS 759.410(4) 
price floors; Qwest disputes Staffs and AT&T/WorldCom's reading of the statute. 
The elasticity adjustment, or stimulation factor, is applied to take into account demand 
response to lowered prices, Qwest argues against applying the elasticity adjustment; 
Staff and AT&T/WorldCom are in favor of applying it. 

MTS Rate Design 

Postalizcd Rates, Current MTS rates are both distance and time of day 
sensitive, with different rates for the first minute and subsequent minutes. Qwest has . 
proposed a "postalized" rate schedule that eliminates rate differences by distance band 
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and by initial and subsequent conversation minute. However, Qwest also proposed 
separate postalized rate schedules for residential, business, and miscellaneous calls. For 
residential customers, Qwest proposed postalized rates of l 0 cents per minute for daytime 
calls and 6 cents for evening, night, and weekend calls (hereafter called peak and off peak 
rates). For business customers, Qwest proposed postalized rates of 12 cents for peak and 
10 cents for off peak calls. For all other.miscellaneous calls,5 Qwest proposed postalized 
rates of 12 cents for peak and 6 cents .for off peak calls, 

Staff agrees with a postalized standard MTS rate stiucture but disagrees 
with the residential, business, and miscellaneous rate distinctions. Staff proposes a single 
standard postalized-rate stmcture of 11 cents per minute for peak calls and 7 cents per 
minute for off peak calls. Staff makes this proposal because Qwest's customer class 
distinction has no relation to costs. Staff asserts that the underlying costs associated 
with a toll minute do not depend on the.local service classification of the caller. Qwest 
defends its·class distim:tions based on usage patterns. That is, blJsiness calls.are generally 
made during the day tind are of short duration; residential calls tend to occur at night and 
last longer. Staff responds that the usage distinctions can be accommodated th.rough off 
peak discounts. 

Discussion and Resolution. We agree with the move toward postalized 
toll rates. Abolishing rate differences by distance band and by jnitial and subsequent 
conversation minutes is reasonable and serves consumers by simplifying the rate 
stmcture for intrastate toll. We will not adopt Qwest's customer class distinctions, 
however. We believe that Qwest's proposal of different rate stmctures for residential, 
business, and miscellaneous calls is overly complex and umelated to cost. Staffs 

. proposal to set two MTS rates, one for peak time and one for off peak hours; takes into 
• account the different usage patterns of business and residential customers. Staffs 

proposal is simple and reasonable; we adopt the standard MTS rates of 11 cents per 
minute for peak calls and 7 cents per minute for off peak calls. 

Optional MTS Discount Calling Plans. Qwest proposes to eliminate 
Toll-PAC; consolidate its discounted Calling Connection Plans from ten to six; eliminate 
W ATSaver; retain and reduce 800 ServiceLine; retain Prime Saver; and extend the 
50 percent discount for speech and hearing impaired customers to calling card and 
operator assisted calls. Staff agrees with these changes by and large but proposes 
modifications to specific rate plans as set out below. However, Staff and Qwest 
disagree on the Simple Value plan and the Super Savings plan. 

Qwest and Staff agree on Qwest's Wide Area Telecommunications 
Service (WATS) proposals with the exception of Qwest' s 800 Service proposal, which 
is discussed under the heading Contested Proposals below, 

' Miscellaneous MTS rates include calls requiring operator assistance, credit card billing, or calls for which 
billing capabilities cannot detennine the customer's identification as residential or business. 
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Staff notes that it centel's its proposals regarding MTS on creating a 
standard rate structure that will provide all customers a reasonably priced toll rate 
structure without contracts, minimum usage, or bther rate or customer class conditions. 

U11co11tested Proposals. Qwest proposes, and Staff agrees, to eliminate its 
Business Daytime Connection plan and transfer its customers to the Business Daytime 
Connection Plus plan. These plans are nearly identical. Qwest proposes, and Staff 
agrees, to reduce the minimum monthly rate for the Connection Plus plan from $9.00 to 
$6.00 for the first 60 minutes and to continue rates at 10 cents a minute for every minute 
thereafter. This proposal gives Connection Plus customers a 33 percent reduction and a 
lower minimum rate. 

Qwest' s City Connection plan members are charged a monthly rate of 
$1.00, which allows them to select the exchange they most fo,quently call. Calls t-0 that 
exchange receive a 20 percl;lnt discount from standard MTS rates, and calls. to other 
exchanges receive a 5 percent discount. Qwest proposes to retain the discount structure. 
Staff agrees. The discount rate, applied to Staffs proposed standard MTS rate design, 
reduces the average revenue per minute (ARPM) from 13.1 cents per minute to 7.4 cents 
pe1· minute, an average rate reduction of 43 percent. • 

. The rate structures for Qwest's Volume arid Tenant Calling Connection 
are nearly identical except that the Volume Calling Connection plan has a monthly 
charge of $5.00 for call detail reporting. Customers subscribing to these plans pay a 
postalized rate of 10 cents per minute plus a volume discount of 10 percent after $50.00 
per month and 20 percent after $100 per month. Qwest proposed that the per minute rate 
be reduced to 7 cents per minute with no change in· monthly charge or discount rates. 
Staff agrees with Qwest' s proposal, because it appropriately targets high volume toll 
customers with progressive discount levels. Staff recommends, and Qwest agrees, that 
the Volume and Tenant Calling Connection plans should be combined, retaining the 
monthly charge for call detail reporting. This would reduce and simplify customer 
options. 

The Oregon Value Calling Plan I allows subscribers to pay $6.00 per 
month minimum for the first 60 minutes and 10 cents a minute thereafter. The rates 
apply only for off peak calls. For daytime calls, a 5 percent discount from standard MTS 
rates applies. Qwest proposes to discontinue this plan and transfer business customers to 
the Business Daytime Connection Plus plan. Qwest would transfer residential customers 
to standard MTS. Staff agrees that the plan should be discontinued. Staff would simply 
move all customers to standard MTS, where the off peak calling rate is only 7 cents per 
minute with no minimum usage. The Business Daytime Connection Plus rate has a $6.00 
monthly minimum and a 10 cent per minute off peak rate. 

Oregon Volume Calling Plan II customers pay a $14.40 per month 
minimum for the first 120 minutes and then a peak rate of 16 cents per minute and an 
off peak rate of 1 O cents per minute. Qwest proposes to discontinue this plan and move 
residential and business customers to standard MTS. Staff agrees, The standard MTS 
rate schedule will offer reduced rates with no minimum usage. Under Staffs proposed 
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standard MTS rate schedule, the ARPM for Oregon Value Plan II drops from 13.5 cents 
per minute to 8.5 cents per minute, an average reduction of37 percent. 

Better Deal was a trial service offering during the test year. The service 
was discontinued on Februruy 17, 1999. Better Deal offered customers a flat monthly • 
rate for unlimited intrastate intraLATA toll calling. The business rate was $149 .00 per 
month; the residential rate was $49.00 per month. The ARPM was 14.5 cents per minute. 
Staff agrees with Qwest' s desire to discontinue this service. 

WATS service is bulk toll service priced by the hour. There ru·e two basic 
types of WATS: OutWATS and In WATS (i.e., 800 Service). WATS can be provisioned 
with dedicated access lines 01· over common lines. Dedicated WATS lines can access 
only the long distance network. They are not classed as basic telephone service and will 
be deaveraged based on the requirements of UT 148. Common lines are-local exchange 
access lines on which W A,TS_js simply an overlay service. • .. 

WATSaver is an OutW ATS service using a common line. The hourly 
rate declines as usage increases; it ranges from $10.50 per hour to $8,25 per hour. The 
ARPM is 17.5 cents per minute. Qwest proposes to discontinue this service and transfer 
residential customers to the Super Savings plan, while business customers _would migrate 
to standard MTS. Staff agrees that this service should be discontinued, but recommends 
that all customers be moved to standard MTS. Staffs proposal for standard MTS would 
provide a Sl\bstantial reduction in all WATSaver bands. 

Resolution. We adopt Qwest's proposals for the above plans. The 
proposals are reasonable and fair to customers. Qwest may eliminate Toll-PAC. All 
WATSaver customers as well as all customers from the Oregon Value Calling Plan I 
should be-moved to standard MTS. 

Co11tested Proposals. Simple Value was introduced on June 24, 1998. 
Customers subscribing to this plan ru·e charged postalized rates for peak and off peak 
periods. For residential customers, cmrent rates are 24 cents peak ru1d 9 cents off peak 
per minute. For business customers, the cmrent rates are 11 cents per minute peak and 
8 cents per minute off peak. 

Qwest proposes to eliminate the Simple Value plan for residential 
customers and transfer them to the standard MTS. Qwest also· proposes to reduce rates 
for business customers to 9 cents peak and 6 cents off peak. Staff recommends that 
the Commission eliminate the entire Simple Value plan and transfer cunent subscribers 
to standard MTS. Staffs proposed standard of 11 cents peak and 7 cents off peak 
accomplishes the san1e goals as the Simple Value plan, and there is no reason for Qwest 
to have two nearly identical rate structures. This is pruiiculru·ly true in view of Qwest' s 
stated desire to simplify or eliminate calling plans. 

Qwest and Staff also disagree about Qwest's Super Savings calling plan. 
This plan was introduced on April 1, 1998. Like Simple Value customers, customers 
under Super Savings ru·e charged a postalized rate but with no peak/off peak differential. 
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For residential customers, the rate is 10 cents per minute for all distance bands and all 
times of day. For business customers, the rate is 8 cents per minute all day. 

Qwest proposes to reduce the rate for residential customers from 10 cents 
per minute to 8 cents per minute for calling at all times of day and for all distance bands. 
The rate for business customers would drop to 6 cents per minute for all times of day and 
all distance bands. 

Staff agrees with Qwest' s 8 cent proposal for residential customers but 
rejects Qwest's 6 cent rate for business customers. Staff proposes an 8 cent.rate for both 
residential and business customers. Staffs recommendation reflects its concern that 
Qwest' s 6 cent business rate, with no other charges or minimum usage requirements, 
would unde1mine its entire MTS rate structure. Qwest proposes a 7 cent rate for its 
Volume Callirig Connection plan, 9 cents peak and 6 cents off peak for its Simple Value 
plan, and the standard MTS rate of 12 cents peak and 10 cents off peak. Staff believes 
that any rational customer would choose the Super Savings rate over these other options. 
Qwest plans to offer the Super Savings plan only to its best customers, but the rate is 
available to anyone who learns about it. Staff also argues that the Super Savings plan 
fails the imputation test and that the Commission should reject it for that reason as well,6 

OutWATS uses a dedicated access line and a declining hourly rate based 
on usage. Before the UM 731 revenue neutral filing effective April 30, 2001, the rate per 
access line was $25.00 per month. With the UM 731 filing, the access line charge was 
deaveraged into three rate groups of $23.50, $26.00, and $28.50 per month. The hourly 
rate ranges from $7.50 per hour to $6.00 per hour (equivalent to 12.5 cents per minute to 
10 cents per minute). 

Qwest proposes to reduce the Rate Group 3 access line rate from $28.50 
to $28.00 per month. It proposes no changes to the hourly t9ll rates and recommends 
that OutWATS be grandfathered to end 12 months from the effective date of the 
Commission's final order in this docket. Staff agrees with the grandfathering but 
disagrees with Qwest's proposed access line rates, The company's proposed Rate 
Group 2 and 3 rates are priced below the UNE prices set in UT 148, and thus fail to 
meet the imputation requiremep.ts of ORS 759 .410( 4). Staff recommends setting 
the access line rates for Rate Group 2 at $27.50 and for Rate Group 3 at $58.50. 

. 800 Service is an In WATS service that uses a dedicated access line and a 
declining hourly rate blised on usage volume. The called party pays for all incoming toll 
calls. Prior to the UM 731 revenue neutral filing, the access line rate was $35.00 per 
month. With the UM 731 filing, the access line rate was deaveraged into three rate 
groups at $33.50, $36.00, and $38.50 per month, The hourly rate ranges from $10.35 to 
$7.00 per hour (equivalent to 17.25 cents per minute to 11.67 cents per minute). 

6 The imputation argument is addressed below. 
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Qwest proposes to reduce access line rates in the three rate groups to 
$33.10, $35.60, and $37.60 per month. Qwest proposes no changes to the current hourly 
toll rates and prnposes to grandfather the service. Staff recommends grandfathering the 
service but disagrees with Qwest's proposed rates for Rate Group 3, because the rates are 
below the UNE prices set in UT 148. Staff proposes instead setting the rates at $26.00, 
$30.00, and $61.00 per month, in order to meet imputation requirements. 

800 ServiceLine is an In WATS service that uses a common line. The 
800 telephone number overlays the regular telephone number. The service requires a flat 
monthly charge of$3.00 per month and an hourly usage rate of$7.20. Qwest proposes 
increasing the flat monthly charge to $5.00 and reducing the hourly usage rate to $6.00. 
Staff agrees with Qwest' s proposal to reduce the hourly rate but disagrees with the 
proposed increase of the monthly _charge. Qwest contends thafthe increase is compai'able 
with competitors' recurring rates for 800 ServiceLine and is consistent with th<; other 
states in which Qwest operates, Staff notes, howevtir, that the ARPM under Qwest' s 
proposal is 21 cents when the per·minute rate is combined with the monthly 1:ecurring 
rate. This ARPM is double that of any of the other MTS proposals except the Out WATS 
and 800 Service, which will be eliminated a year from the date this order issues. Because 
of the high ARPM and the fact that 800 ServiceLine will be the only In WATS service 
offered after the regular 800 Service tariff is eliminated, Staff continues to recommend 
no increase in Qwest' s ctment monthly charge for 800 ServiceLine. 

Discussion and Resolution. We agree with Staff that Qwest's proposed 
Simple Value plan should be eliminated. Given om· adoption of standard MTS rates, the 
Simple Value plan has no discernible pmpose. Eliminating the plan will help Qwest in 
its goal of streamlining rates. 

We adopt Staff's recommendation that the Super Savings Plan should be 
offered at a flat 8 cents a minute to all customers. We base this decision on our belief 
that the Super Savings Plan o~fered at 6 cents a minute would undermine the rate 
structure for the remainder of MTS. We also find that the Super Savings Plan at 6 cents 
per minute fails the imputation test of ORS 759.410(4). See discussion following this 
section, 

We agree with Staffs modification to Qwest' s proposed pricing for 
the OutWATS access line rates, setting Rate Groups 2 and 3 at $27.50 and $58.50, 
respectively, to meet imputation requirements. For 800 Service, we also adopt Staffs 
access line rate proposal, setting prices at $26.00, $30.00, and $61.00 per month for Rate 
Groups 1, 2, and 3, respectively. We adopt this pricing to lower Rate Group 1 and 2 rates 
toward cost and to raise Rate Group 3 to pass the imputation test. We deny Qwest's 

• request to raise the monthly rate for 800 ServiceLine from $3.00 to $5.00, based on the 
high ARPM this service would generate under Qwest's proposal. For the-rest we adopt 
Qwest' s proposed pricing. 

Access Charge Imputation. Imputation is a regulato1y device that 
imposes a price floor on local exchange services supplied to other providers of 
telecommunications services. Imputation requires a local exchange carrier to charge 
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itself the same price that others must pay to purchase essential functions from the canier. 
Imputation thus prevents a local exchange carrier from creating a conipetltive advantage 
for itself by manipulating the price of the components only that carrier can supply. It 
protects can-iers who have no adequate alternatives in the market. Order No. 94-1851 
at 3. 

. In conducting its imputation analysis, the Commission sets a price floor 
below which price may not fall, to prevent anticompetitive pricing. ORS 759.410(4) sets 
the price floor "equal to the sum of the total service long nm incremental cost (TSLRlC] 
of providing the service for nonessential functions of the service and the price. that is • 
charged to other telecommunications carriers for the essential functions." • 

In Dockets UM 351 and UM 773, the Commission calculated the TSLRlC 
for each building block service element. The prices for these.service elements were 
then set in Docket UM 844. · The Commission trnditionally views all building blocks 
or elements established in these dockets as essential functions of the service. Order 
No. 96-188 at 53; Order No. 95-313 at 3, fn 3. 

Access imputation, a consideration of the effect of access charges on 
competitors, arises out of Commission Order No. 89-221 in Docket UT 47. Staff 

. performed an access imputation analysis for current and proposed access service charges, 
including originating and terminating access charges as well as billing and collection 
charges associated with Qwest' s provision of intraLATA toll service. Staff also included 
an allowance for uncollectible toll revenue. Access charges are the prices IXCs pay to 
originate and terminate long distance toll calls on Qwest' s local exchange network.. 
Billing and collection charges are the prices that Qwest would charge in IXC for billing 
and collecting monies from end users on behalf of the carrier. • 

Staff's imputation analysis is presented at the aggregate ARPM for 
Qwest' s intraLATA toll services, assuming two different methods of toll billing: full 
minute rounding and six second rounding. Although Staff's imputation analysis is 
summru:ized at the aggregate level, the imputed cost results can be compared against the 
AR.PM for each Qwest toll service depending on how the toll conversation minute is • 
measured for billing purposes (whether by the full minute or six second rounding). After 
making this comparison for each service, Staff concludes that Qwest' s standard MTS and 
each of the discounted calling connection plans pass the imputatiqn test based on Staff's 
proposed rates for toll and canier access service. 

Qwest perfonned an imputation test based on the UNE prices set in 
UM 844 .. Qwest then compared the ARPM for all toll services combined together to an 
imputation based price floor. Finally, while Qwest asserts that carrier access service is 
not an essential service, it specifically declined to pursue that issue in this case. The issue 
is whether a proper imputation analysis for switched access imp11tes the TSLRl C or the 
switched access rates (price) under ORS 759.410(4). Staffassetis that Qwest's tariff rate 
charged to other caniers for switche<l access is the proper input under the price floor test 
of ORS 759.410(4). For purposes of this case, the Commission agrees with Staff. 
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Staff illustrates the difference between the two approaches with the Super 
Savings issue. Staff and AT&T/WorldCom each perfonned imputation tests for Super 
Savings. Both Staff and AT&T/WorldCom concluded that Qwest' s proposed 6 cent 
Super Savings rnte for business customers fails the imputation test. That is, at 6 cents per 
minute, Super Savings is priced below the imputation price floor. Qwest concludes that 
Super Savings passes the imputation test if the ARPM for all of its calling plans 
considered together is above the imputed price floor for all services. 

Staff argues that its and AT &T/Wol'ldCom' s approach is consistent with 
ORS 759.410(4), while Qwest's is not. The statute speaks of the sum of all relevant costs 
for the service at issue, not service categories in the aggregate. According to Staff, no 
reasonable interpretation of the statutory language accommodates Qwest' s "average of all 
services" method. 

Staffpoinfs out that customers purchasing Super Savings are not 
concerned about the average price for all of Qwest' s calling plans .. Customers are 
concerned only about the price of the particular service they are interested in. The same 
is true for competitors; they wish to compete in the market against particular calling 
plans, not the average of all plat}s, Finally, Staff maintains t]l.at Qwest's average of all 
services method would allow some services that are priced above the price floor to 
subsidize those priced below the floor. Such cross subsidies are impennissible, according 
to Staff and AT&T/WorldCom. 

Qwest argues that the Super Savings plan passes the imputation test on its 
own. Qwest argues that an imputation calculation should consider the cost for billing and 
collection rather than the applicable price, because billing and collection is not an 
essential service. Staff and AT&T/WorldCom disagree. Order No. 89-221 treats billing 
and collection as an essential service. Staff and AT&T/WorldCom argue that billing and 
collection is to be considered an essential service until the Conunission orders othe1wise. 
See also Order No. 96-188 at 53. • 

Qwest disagrees, finally, with Staff's and AT&T/WorldCom's inclusion of 
access rates for calls originated by independent local exchange carriers (LECs) in their 
imputation analysis. Qwest argues that the Commission should include only the costs of 
traffic originated by Qwest. 

Staff argues that Qwest must pay access charges and other reasonable 
compensation to the independent LECs to originate and terminate its toll calls on their 
local exchange networks. Qwest has no choice but to pay these access charges and other 
compensation. Qwest may not abandon those toll routes without explicit Commission 
authority. 

Discussio11 a111l Resolut/011. Qwest maintains that the ORS.759.410(4) 
price floor test should be applied to a generalized group of services rather than to 
individual services actually offered to customers. Qwest argues on this basis that its 
ARPM fol' all toll services be used to determine whether its proposed toll rates are in 
compliance with ORS 759.410(4). 
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Qwest cites no legal precedent for applying the statutory imputation test 
in this manner, and we are aware of none. The language of the statute refers to "the 
service," as Staff points out; this argues in favor of the imputation test being applied to 
a single service, not a group of services, 

Fmther, Qwest's proposed application of the imputation test to a group of 
services makes no economic sense. The Legislature intei1ded the price floor imputation 
test to prevent unfair pdcing that would imdeimine competition in the market. Customers 
decide to take service from a particular provider based on individual product rates. 
Qwest acknowledges that its toll pdcing proposal contains numerous pricing plans. 
Qwest customers pay rates imposed under these individual plans, not an average rate 
per minute. These individual product rates provide the basis for competition. 

We read ORS 759.410(4) to apply to individual services, not to a 
i;ollection ofservices, as Qwest advocates. 

' In maintaining that its Super Savings plan passes the imputation test, 
Qwest states billing and collection is not an "essential function"-ofintraLATA service. 
The sequel to·that position is that the cost of the service to Qwest is the imputation input 
for nonessential functions. The price charged to other carriers is the input for essential 
functions. 

Staff has asserted that until the Com.mission states otherwise, billing and 
collection is an essential function. Order No. 89-221. We agree, However, in the case 
of billing and collection, this issue is moot. Qwest's cost for billing and collection is 
identified as the price it charges other carriers for the service. See Order No. 97-239, 
Appendix C, page 6, lines 9 and 10. Thus, cost and price for billing and collection are 
the same for imputation purposes, and they are both set at the price Qwest charges other 
carriers for billing and collection. As a consequence, Staff and AT&T/WorldCom are 
conect in stating that Super Savings does not pass the imputation test on its own. 

Finally, as stated above, we agree with Staff that Qwest' s tariff rate 
charged to other carriers for switched access is the proper imputation analysis input 
under the price floor test of ORS 759.410(4). • 

Price.Elasticity and Stimulation of Toll 

Background. Qwest' s and Staffs MTS revenue proposals differ by 
$6.3 million due to Staffs application of a price elasticity factor to toll rates. Qwest 
argues against applying an elasticity factor, while Staff and AT&T/WorldCom support 
the use of such a factor, although they support different factors. AARP supports Staffs 
elasticity factor and Staff's position on the test year and the elasticity adjustment. 

The following definitions emerge from the record and will be helpful for 
. the discussion of the elasticity adjustment. Price elasticity measmes the change in 

consumer demand when prices change. As prices fall, consumers generally purchase 
more of a product; when prices increase, consumption tends to fall. The implication of 
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price elasticity for this docket is that when Qwest lowers its MTS rates, demand will 
increase. The revenue impact that must be calculated is therefore subject to adjustment 
to take increased demand into account. The price elasticity factor adjusts the revenue 
reduction to account for increased demand. 

Market price elasticity refers to conswners' demand response to a change 
in the overall market price level (when most or all finns in a market adopt a new price 
level). A monopoly provider such as Qwest was in the late 1980s and early 1990s 
essentially constitutes the market itself. 

Firm price elasticity refers to the demand response to a price change 
implemented by one finn, assuming all other firms in the same market hold their prices 
constant. Finn price elasticity will always be equal to or greater than the market price 
el~sticity. 

Demand response refers to the responsiveness of consumer demand to 
changes in price alone. Demand response is shown as movement along a constant 
demand curve. Demand shift refers to the response in conswner demand to changes other 
than in price. These events cause the entire demand curve to shift left/down or right/up 
and may affect the slope of the curve itself. • 

Mathematically, price elasticity is measured as the ratio of the percentage 
change in quantity divided by the percentage change in price. Because this is an inverse 
relationship (when prices rise, quantity conswned falls and vice versa), price elasticity is 
expressed with a minus sign. For instance, price elasticity of--0.4 means that for each 
one percent drop in price, quantity would be expected to increase by 0.40 percent, all else 
being equal. 

In the present case, Staff concluded that a conservative price elasticity for 
a 40 percent MTS price reduction for Qwest would be -'0.3632. Staff calculated that 
Qwest's MTS toll usage would be stimulated by 14,5 percent. The formula to caleulate 
stimulation of conswner demand is: (price elasticity) x (percentage price change); that is, 
-0.3632 x-40% = 14.5%. Staff stimulated each MTS service individually: based on its . . 

proposed price change as expressed in ARPM. 

_, The price elasticity dispute. involves several areas. One underlying area 
of contention is Qwest' s desire to use events that happened •after the test year and that 
are not price events, such as increased competition, to modify Staffs and AT&T/ 
WorldCom's elasticity factors. The other areas are whether an elasticity adjustment is 
appropriate and, if so, which elasticity factor to use. • 

Post Test Year Issues. Staff objects to use of post test year info1mation. 
The parties stipulated to the 1997 test year and the Commission adopted U1e stipulation 
in Order No. 00-190. In the stipulation, the parties agreed that Qwest would reduce its 
Oregon intrastate revenue by $63 million from current rates "based on August 1997 
billing units for local services and the minutes of use for the five months preceding and 
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. six months.following August 1997, for switched access services." Order No. 00-190 at 
10. See also Order No. 00-190, Appendix A at 5, 14. 

Qwest argues for consideration of events that occtmed after the test year 
that caused a demand shift for MTS. These events include increased competition 
resulting from the introduction ofmandato1y "1 +" dialing parity; new toll calling 
alternatives arising froni new technology ( e.g., the Internet; cellular phones); and new 
extended area service routes. Qwest argues that it is unfair to stimulate the toll.test year 
reyenue when its toll revenues are much lower today because of the post test year events.7 

Staff takes the position that all post test year demand shift events that are 
not price-events (such as the implementation of 1 + dialing parity) are not relevant 
because they are outside the test year, Staff contends that Qwest wants to have it both 
ways. With regard to the elasticity adjustment, Qwest argues that its toll volumes and 
revenues hav<; fallen since t)\e test Y'<ar, With resp\lct to.spreading the $64.2 million 
reduction, however, Qwest argues that the Commission should ignore the fact that its toll 
volume is slightly more than half what it was in 1997. Staff argues that if current toll 
service volumes were used as Qwest demands in its p1ice elasticity argument, Qwest's 
$32 million toll rate reduction would be cut to only about $16 million. As a consequence, 
Qwest would need to reduce its rates by another $16 million. 

AT&T's Witness Dr. Selwyn also argues that Qwest's lowered toll 
revenues today are no reason to ignore price elasticity and stimulation. Dr. Selwyn 
notes that it would be more accurate to substitute cunent service volumes for the test 
period quantities for purposes of the revenue impact analysis. This should occur for all 
of Qwest' s services, according to Dr. Selwyn, ·not just for toll. 

But for Qwest's and Staffs agreement on a test year, Staff is not opposed 
to recognizing that Qwest' s toll revenues are much lower today than they were in 1997. 
However, Staff argues that the Commission should not allow Qwest Jo identify its toU 
call service volume-declines as a reason to eliminate Staff's price elasticity adjustment. 
Such events are outside the test year, according to Staff and AT&T/WorldCom, and are 
not relevant or appropriate for consideration. 

1Jiscussio11 and Resolutio11. We conclude that events beyond the test year 
should not be considered in determining whether to apply the elasticity adjustment to the 
MTS pricing proposal. If, for the sake of argument, we were to move the test period into 
the cunent year, we would have to shift the entire base on which the proposed toll 

7 Qwest also makes a subargument that if Staff is going to forecast the revenue effect of price changes 
through the stimulation factor, Staff should also consider making the forecast as accurate as possible by 
considering post test year events. Reduction to Qwest's toll rates will occur "within the test year." That is, 
the toll rate reduction is a "test year event"; it is known ll!ld it will happen within the test year. There is no 
prediction or forecast involved. The elasticity principle measures consumer response to the known price 
change. The elasticity adjustment is a rate design adjustment that is applied to the proposed rate change to 
reasonably ensure that the revenue consequences of that change match the revenue requirement dete1mined 
in the revenue requirement phase ofa rate case. We reject Qwest's argument about forecasting. 
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revenue reduction is calculated. We would also have to substitute current service 
volumes for all intrastate services for the test period quantities, Changing the test year 
would mean beginning"a new rate case .. We reject this outcome as unfeasible and in 
violation of Qwest's agreement to a 1997 test year, We note that while Qwest may 
appear to lose as a result of this decision, Qwest wins in not having to spread an 
additional $16 million ofreductions over its toll or other services, as Staff points out. 

Use of au Elasticity Adjustment. Qwest disagrees with Staff and 
AT&T/WorldCom about whether an elasticity adjustment should be applied at all. Staff 
argues that it always adjusts toll revenues for price elasticity when a major rate change is 
prnposed in a rate case. Here, Staff's proposal reduces Qwest's rates by 40 percent, a 
major reduction under any interpretation. Staff contends that the elasticity adjustment is 
a pro forma adjustment that is routine and straightforward. 

. Qwest argues that toll service :volum11~ are set for the period. of March 
1997 through February 1998. Qwest claims that applying price elasticity to the 1:0·11 
revenues_ violates the order and stipulation setting the test year in this proceeding, 8 

According to Qwest, application of a stimulation factor conflicts with the requirements 
of the stipulation that the rate design shall be based on March 1997 to February 1998 
billing units. Qwest does not ru:gue that intraLATA long distance service is price 
inelastic and admits that some customers will place more long distance calls when 
prices are lowered. 

Qwest also argues that it is inappropriate for Staff to make pro forma 
adjustments during the rate design phase of a case, According to Qwest, pro forma 
adjustments are made in determining revenue requirement. Adjustments were made in 
the first phase of the case and cannot be made again, Rate spread should be a relatively 
straightforward distribution of the revenue reduction among different service groups or 
customer classes; it is not an opportunity to compound decisions made in the revenue 
requirement phase. 

Staff responds that it did not view the stipulation as changing how 
parties traditionally perform their rate design work, Elasticity is a measure of consumer 
response to a price change, and Staff did not view the stipulation's discussion of 1997 
billing UJ1its as removing its right to perform the required elasticity adjustment to toll. 
Staff notes that as even Qwest recognizes, the stipulation was not intended to change 
the basic way Staff conducts the rate design portion of a rate case. In its opening brief, 
Qwest explains that the stipulation is subject to one clarification: the phrase "August 
1997 billing units" does not remove the parties' ability to adjust the toll data for 
"seasonality," Staff takes this to mean that Qwest recognizes that the stipulation's use 

8 Qwest initially seemed to argue that August 1997 billing units, rather Iha~ the March 1997 to February 
1998 billing units, were the appropriate volume for toll service. The stipulation and the Order both set 
the lest year as March 1997 to February 1998 for switched access services, Order No. 00-190 at 10; 

• Appendix A at 5 and 14. Both Qwest and Staff extend this provision to toll. In its reply brief, Qwest 
notes that it does not oppose using the full year's data but does oppose forecasting billing units beyond 
the test year, that is, adjusting them for elasticity, 
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of 1997 billing units was not intended to change how the parties traditionally pe1form 
their rate design work for toll MO Us. Staff argues that its adjustment for elasticity for 
the reduced toll rates is consistent with the stipulation. 

Staff further maintains that it did not previously perform an elasticity 
adjustment for toll minutes of use hi Phase I of UT 125, contrary to Qwest' s asse1iion. 
Qwest presents no evidence in support of its assertion. Qwest merely takes oi.lt of context 
Staffs comment that this is one of the pro fo1ma adjustments usually made in a rate case. 
Staff notes that it always performs its toll stimulation in the rate design portion of a rate 
case, Staff cannot perform an elasticity adjustment in the revenue requirement portion 
of a case, because the proposed new rates have not yet been determined. Elasticity 
measures consumer response to a price change, and that price change is not determined 
until the revenue requirement phase of a rate case is concluded. 

Finally, Qwest suggests that because UT 125 was bifurcated, Staff has 
somehow stimulated toll twice. Staff contends that bifurcation has nothing to do with 
how a rate case is constructed. The UT 85 rate case was bifurcated a~d Staff performed 
its toll stimulation adjustment in the rate design phase of that case as always. See Order 
No. 89-1807 (UT 85 revenue requirement) and Order No. 90-920 (UT 85 rate design)._ 

AT&T/WorldCom ·agree that the language of the stipulation and of Order 
No. 00-190 do not preclude an elasticity adjustment to the billing units. AT&T/WorldCom 
_also agree.with Staff that it is appropriate to perform the elasticity .adjustment in the rate 
design phase of the case. 

Discussion and Re!f_o[ut/011. We agree with Staff and AT&T/WorldCom 
that the language of the stipulation and of Order No. 00-190 does not preclude an 
elasticity adjustment. The language "based on August 1997 billing units" implies an 
ability to modify the billing units, using those units as a starting point, as Qwest notes 
in its modification of those units ·for seasonality. No other language in the order or . 
stipulation precludes use of an elasticity adjustment to toll revenue. 

The rate design phase of the case is the proper phase for performance of an 
elasticity adjustment. Demand stimulation cannot be determined until a rate is initially 
assigned, since the amount of stimulation caused by a rate change _depends on the specific 
rate change. Staff did not stimulate toll revenue twice. Simply beciluse Staff calls this a 
pro fo1ma adjustment does not mean it necessarily belongs to the revenue requirement 
phase of the case, and it does not. 

Finally, we agree with Staff and AT&T/WorldCom that it is appropriate 
to perform an elasticity adjustment to Staff's proposed toll rates. Elasticity in this case 
simply measUl'es consmner response to reduced prices. ;Elasticity adjustments to toll 
revenues are a normal part of cases involving major price changes, such as this case. We 
note that even Qwest does not argue that toll services are price inelastic. We accept the 
contention of Staff and AT&T/WorldCom that the test year toll customers would have 

• responded to the significant price reductions Staff proposes. 
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Which Elasticity }factor Should the Commission Use? Having 
determined that it is appropriate to apply an elasticity adjustment to toll revenue in this 
case, and that it is appropriate to apply the adjustment in this phase of the case, the 
question remains which elasticity factor to choose. 

Staff proposes a factor of-0.3632. Staff began with Qwest's latest price 
elasticity study, from 1990, developed for UT 102. Staffchm·acterizes its figure from 
the study, -0.3632, as conservative (that is, it favors Qwest). Qwest has not updated the 
study except to check its validity in response to a Colorado EAS expansion: Staff did not 

. conduct its own elasticity study for this case because such studies require large amounts 
of data that Staff does not possess. Staff did draw on its experience in other cases and 
performed additional research to conclude that its proposed stimulation factor is 
reasonable. 

Staff reviewed. its work in Docket CP 317, the Sprint/United Telephone 
Company of the Northwest, Inc., primaty toll cmTier filing that became effe.ciive in July 
1997 and found that'an elasticity factor of-0.364 applied there. Staff also reviewed its 
work in Docket UT 141, a GTE Northwest, Inc. (now Verizon Northwest, Inc.), rate ca.se. 
Verizon's J995 price elasticity study, submitted in UT 141, showed that overall price 
elasticity for various Verizon states was-0.38 and-0.14 for residential and business toll, 
respectively. Staff's experience with EAS conversions showed that consumers respond 
tci price reductions when toll rates are replaced by lower EAS rates. In such conversion 
cases the toll minutes converted to EAS minutes double due to the lower EAS prices. 

Staff reviewed ptice elasticity work performed by the FCC and in other 
states. Staffreviewed the FCC's analysis of the CALLS Plan, where FCC analysts 
concluded that the elasticity effect for a change in the average interstate and international 
toll charge per minute for both business and residential customers was -0.8. This figure 
is based on an average revenue per minute of 13 .5 cents, less than the 14.3 9 cents per 
minute for Qwest MTS service today. This elasticity figure is considerably larger than 
Staffs number. 

· Staff further reviewed a nwnber of journal articles focusing on intrastate, 
intraLATA toll. The studies9 produced elasticity factors ranging from-0.38 to ~0.44. 
Staff concluded, based on its review and research, that an elasticity factor of-0.3632 
is in the reasonable range and recommends that it be adopted here. Staff posed an 
inten-ogatory to Qwest inviting the company to produce a more cu1Tent_study, but Qwest 
did not do so: 

9 Weingarten and Stuck, Business Communications Review 32-34, January2001 (national study 1983-92), 
elasticity factor-0.4; Duncan and Perry, lnfonnatlon Economics and Policy 6, 163-178, 1994 (California 
study 1986-1990), elasticity factor -0.38; Train, Telecommunications Policy 708-713 (Delaware residential 
study 1985), elasticity factor-0.39; Rappaport and Taylor, Information Economics and Policy 9, 51-70, 
1997 (national residential study 1994), elasticity factor-0.44. The authors of the last article note that the 
conventional view of the intraLATA price elasticity factor is in the -0.3 to -0.4 range. 
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Staff believes that its use of Qwest' s 1990 elasticity study is conservative 
because the figure Staff proposes is lower than the figures the experts suggest and much 
lower than the FCC' s figure. Staff notes also that the 1990 study is drawn from data 
collected during the 1980s, when Qwest was essentially a monopoly provider of 
intraLATA toll. Qwest's firm price elasticity was also the market price elasticity for all 
practical pulJloses during the study's time period. Firm price elasticity is always equal to 
or greater than market price elasticity. By 1997, the test year, the intraLATAmarket was 
expanding and becoming more competitive. The -0.3632 figure, a market price elasticity 
number, is therefore likely to be conservative when compared to the 1997 test year period 
and Qwest's film price elasticity. AT&T/WorldCom agree with this analysis. AT&T's 
expert, Dr. Selwyn, noted that the most conservative approach to an elasticity adjustment 
is to assume that market elasticity is controlling and not to look at firm elasticity, 

AT&T/WorldCom and AARP argue that Staffs elasticity figur<;! is o:verly 
conservative in Qwest' s favor but is reasonable. At &T/WorldCom propose a higher 
price elasticity factor of-0,50 for toll calling volumes, based on a 1995 decision in 
California, 

Qwest presents no price elasticity factor of its own, Qwest opposes 
imposition of any elasticity factor but argues that should one be applied, the figure 
should be supported by credible evidence. According to Qwest, parties advocating the 
stimulation factor rely on studies pe1formed in ·other eras and for other jurisdictions that 
are inapplicable to the current Oregon market. 

Qwest asserts Staffs position is inconceivable. Staffs argument is that 
finn and market elasticities were the same in 1990. Now, under competition, finn 
elasticity fr; likely to be higher than market elasticity. Therefore, Staff argues, it is 
conservative to use the market elasticity figure from 1990. Missing from Staffs analysis 
is any info1mation about market elasticity in 2001 or even 1997. Qwest argues that it is 
likely that market elasticity in these later years is much lower than it was in 1990 and that 
film elasticity today is probably also lower than market elasticity used to be. 

Qwest also notes that in 1998, Verizon' s elasticity study for UT 141 
concluded that an appropriate factor for intraLATA toll stimulation was-0.19. Staff 
does not explain why the Commission should not use that figure or another lower figure, 
such as it applied more recently to Verizon (-0.277). • 

Qwest asserts that Staffs reliance on the FCC analysis of the CALLS 
Plan is also misplaced. The elasticity figure Staff reports, -0.8, is for interstate and 
international toll, not intraLAT A toll, These are radically different markets, according 
to Qwest. 

AT&T/WorldCom advocate for the stimulation factor the California 
Public Utilities Commission (CPUC) used in 1994, -0.50. Qwest notes that the CPUC 
used a stimulation factor of -0.20 in 1998. Qwest maintains that the competitive 
conditions in California in 1994 were radically different from the conditions in the 
Oregon market today. Further, the CPU C's decision to adjust the stimulation factor in 
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1998 "reflected recent market changes." AT &T/Wor\dCom also assert that the difference 
between the-0.50 and the-0.20 figures adopted by the CPUC in 1994 and 1998 is due to 
the "fact that the percentage rate decrease adopted in the 1998 case was much lower than 
in the 1994 decision." Qwest contends that a rate decrease is not the sole factor that 
drives price elasticity. 

Qwest notes that the FCC and state commissions have determined that 
in order to be valid an elasticity study must account for cross elastic effects. In In the 
Matter of AT&T Communications Tariff No. FCC No. I; PRO American Optional 
Calling Plan, 103 FCC2d 134 (FCC 1985), the FCC rejected AT&T's elasticity study 
because it failed to account for demand shift from a competitive response. 10 

Discuss/011 and Resolutio11. We find Staffs elasticity factor reasonable. 
It is based on study and knowledge of the Oregon telecommunic[1tiops market and on 
examination of FCC work and expert research on the subject. We decline to adopt an 
elasticity factor from Cal\fomia, whether the -0.50 or the -0.20 factor, when we know 
too little about the background of either of those factors to be convinced they are 
reasonable and when we have reason to adopt the figure proposed by Staff. 

Qwest argues that the elasticity study with which Staff begins is not 
credible. Staff has argued convincingly that it checked its conclusions from that study 
against other, more recent work and its results are consistent with the conclusions of 
experts in the field. We find th~ evidence credible. . • • 

Qwest mounts attacks on each piece of evidence that Staff relies on to 
fortify its position. However, Staff has supported its position with a number of studies 
and cases, which have a cnmulative effect. Qwest attacks the FCC CALLS Plan study. 
The FCC CALLS Plan study is not directly relevant to intrastate, intraLATA toll calls, 
but does provide a parameter by which to judge the reasonableness of Staffs proposed 
elasticity factor. Qwest questions why the Commission did not use the Verizon proposed 
or actually employed figure in this case. The Verizon rate case, UT 141, has a different 
record than this case. We conclude that Staff has convincingly supported its elasticity 
factor. Finally, Qwest argues that an elasticity study must take cross elastic effects into 
account. We have-rejected this argument above, under Post Test Year Issues. 

Qwest could have submitted a new elasticity study and chose not to do so. 
We adopt Staffs elasticity factor of-0.3632. 

10 AT&T/Wol'ldCom and Qwest engage in a discussion of whether Qwest is asking to be made whole for 
competitive losses in asserting that the Commission should take cross elastic effects into account. Because 
wo do not take these effects into account, we do not describe this argument. 
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ISSUE 7: CENTREX P~US 

Background 

• Centrex was designed to compete with private branch exchange (PBX) 
service. Rather than having an individual PBX ·at each customer location, Qwest has 
programmed a portion of its switching system to mimic a PBX. The .Centrex service 
has three essential components: (1) the network access channel (NAC), a telephone line 
that connects the customer to the local exchange can'ier; (2) the network access register 
(NAR), a switching function that provides dial tone, connects the customer's lines to 
phones outside the customer's Centrex system, and. can limit the number of lines that 
have access to the telephone number at any one time; and (3) the switching function that 
provides system features like speed dialing and call waiting. 

. · For Centrex Plus in Oregon,.the three components are bundled as a single 
service. Line charges are set according to the number of station li1~s per location. Qwest 
offers discounts based on the number of lines at a single location. This is a form of 
volume discount. • 

Qwest filed its original rate design proposal as Advice No. 1849. Qwest 
modified the Centrex portion of that proposal in the March 19, 2001, modified portion of 
Attachment B to that Advice, entitled "Revised UT 125 Rate Spread." Staff did not agree 
with all ofQwest's modifications ofMarch 19. However, in its opening brief, Qwest 
states that Staff and Qwest agree on Qwest's proposal for Centrex Plus rates. Although 
there are two Qwest proposals at issue (Advice No. 1849 and the March 19 modification), 
we take Qwest's statement to mean that it accepts Staffs selection of Qwest's proposals. 
ATG is the only other party to address this issue. ATG contests the location pricing 
aspect of Qwest' s volume discount pricing. 

Centrex Plus Rates 

Because Staff adopts Qwest's originally filed proposal in some instances 
and the March 19 modification in others, we refer in the following to Staffs proposal. 
Staffs proposal decreases Qwest's composite annual revenues for Centrex Plus service 
by $726,284. The components of this reduction are a composite decrease of $459,024 
from the Centrex Plus line charge, $209,323 from the Centrex Plus usage charge, and 
$57,937 from the Centrex Plus Network Access Facility (NAF) charge. 

Line Charge. Staff agrees with Qwest's proposal for a composite 
decrease of$459,024 for Centrex Plus line charges. A customer's Centrex Plus line 
charge is determined by a price matrix based on three criteria. 

First, Qwest assesses the number of lines at one location. The lines are 
divided into six size categories, also called cohorts: 1-20 lines, 21-50 lines, 51-100 lines, 
101-300 lines, 301-500 lines, and over 500 lines. Second, the line charge is based on the 
geographically deaveraged rate group where the customer's Centrex: Plus system is 
located. Staff used the three Rate Groups established in Order No. 00-481 to apply this 
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criterion to the Centrex Plus pricing matrix. The thil'd criterion for the price matrix is the 
duration of the contract. Qwest gives pricing discounts for contracts of 12 to 35 months; 
36 to 59 months, and 60 months. 

Staff supports Qwest's proposal for changes to Centrex Plus line charges 
and the pricing matrix because the proposal is consistent with Commissio11 mies and 
orders and with Oregon statutes, Centrex Plus is not a basic service, ORS 7.59.400; 
OAR 860-032-0260. As a nonbasic service, Qwest's proposal must me.et the price floor 
requirements of ORS 759.410(4). Staff tested Qwest's proposal to enstJre that it did 
meet the price floor, using the rate groups and NAC price floors approved in Order 
No. 00-481, and then Qwest's current unbundled network element prices for switching, 
transport, and other elements of Centrex Plus service besides the NAC. Staff concluded 
that Qwest's Centrex Plus line charge pricing proposal is consistent with ORS 759.410. 

Resolution. We adopt Qwest's and Staff's proposal for a composite 
decrease of$459,024 for the Centrex Plus line charge. 

Usage Charge. Staffs proposal decreases co_mposite annual revenues for 
Centrex Plus usage charges by $209;323. The Centrex Plus usage charge is a monthly 
recurring charge per station for Centrex Plus systems that are not blocked. The current 
tariffed Centtex Plus usage charge is $14.90 per line for the 1 to 20 line cohort,.$14.90 
per.line for the 21 to 50 line cohort, and $3.00 for all cohorts ip excess of 50 lines. 
Staffs proposal replaces this matrix with a standard flat rate Cenh·ex Usage Charge 
of $4.04 per line, regardless of the Centrex Plus system size. 

Staffs proposal is consistent with Qwest' s original Centrex Plus usage 
charges proposal. Qwest' s modified proposal increases the Centrex Plus usage charge in 
order to offset Qwest' s proposal to further decrease the Centrex Plus line charge. Staff 
adopted the March 19 proposal for additional decreases in the Centrex Plus line charge, 
but Staff proposes to offset the additional Centrex Plus line charge revenue decrease with 
adjustment to prices for services other than Centrex. Therefore, Staff opposes Qwest' s 
revenue offsets filed on March 19. 

Resol11tio11, We adopt Staffs proposal on the usage charge issue. All 
lines, regardless of the Centrex Plus system size, ·shall be charged a standard flat usage 
charge of$4.04. Offsets for this reduction shall be made against services other than 
Centrex. 

NAF Charge. Staffs proposal decreases Qwest's annual composite 
revenues for Centrex Plus NAF charges by $57,937. Staffs proposed NAF charge is set 
at Staff's proposed price for a Digital Switched Service trunk ($17.00). For Two Way 
and In Only service, a price element of$!.36 is added for the Hunting feature inherent 
in those services. Staffs proposal for monthly Two Way, In Only, and Out Only NAF 
charges is $18.36, $18.36, and $17.00, respectively. 

Staffs proposal is consistent with Qwest' s original proposed decreases in 
NAF charges. In Qwest's March 19 modification, Qwest proposed to increase the NAF 
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charge from its original proposal in Advice No. 1849. This adjustment was made as one 
of Qwest' s proposed pricing elements to offset its proposed additional decrease in the 
Centrex Plus line charge. Staff has not adopted Qwest' s adjustments to the NAF charge 
that were presented in the March 19 modification. 

Resol11tio11. Staffs proposal for Centrex Plus NAP charges is adopted. 

Centrex Plus Nonrecurring Charges. In its Advice No. 1849, Qwest did 
not propose a price for the line identification database (LIDB) charge or the charge for 
chip in of additional numbers. Staff proposes that there be no tariffed LIDB charge for 
an initial installation and a $3.50 nonrecurring charge for subsequent changes. 11 

Staff proposes that the $4.25 nomecurring per line charge for chip in, 
currently listed in Qwest's tariff but not applied, should be changed to reflect a zero 
nonrecurring charge for Centrex P)us resel.lers. 

In Order No. 97-480; the Commission ordered that the charge for chip 
in be an issue in the rate design phase of UT 125. The Commission later stated that it 
"agrees with the joint petitioners and Staff that the proposed chip in charge contravenes 
the existing stipulation adopted by Order No. 93-746 and that the stipulation should 
remain in effect pending a complete investigation of the costs associated with the chip 
in service," Order No. 98-079 at 3. 

Qwest appears to agree with Staff that the current nonrecurring chip in 
charge should be eliminated. However, Qwest conditions its proposal to eliminate that 
charge on the Commission's acceptance ofQwest's overall price proposal for Centrex 
Plus. Qwest asserts that if its proposal is not accepted, Centrex Plus margins may be 
insufficient to provide cost recovery for the chip in charge, and the assessment of the . 
charge will have to be revisited. Qwest offers no evidence to suggest that cost recovery 
would be insufficient if the chip in charge is eliminated. Since the Commission ordered 
that the chip in charge be an issue in this proceeding and Qwest has offered no additional 
cost information concerning chip in service, Staff recommends that the nonrecurring chip 
in charge be eliminated whether Qwest's overall Centrex Plus proposal is accepted or not. 

Resolution .. Staffs proposed rates for the Centrex Plus nonrecurring 
charges are adopted. Qwest did not provide cost data to support its contention that 
eliminating the chip in charge would cause its Centrex Plus margins to be insufficient 
unless the rest ofits proposal was accepted. Qwest did not contest eliminating the chip in 
charge in its briefs. We conclude that it is appropriate to eliminate the chip in charge. 

The LIDB charge shall be set at no charge for the initial installation and a 
$3 .50 recurring charge for all subsequent changes. There shall be no chip in charge. 

11 ln Order No. 97-441, the Commission ordered that "the proposed LIDB rate from Transmittal 
No. 97-037-PL supplemental wi11 go into effect, effective December 5, 1997, subject to refund." The 
proposed rate from Transmittal No. 97-037-PL supplemental was a nonrecuning charge of$3.50 per line 
for subsequent changes only. Staffs proposal, which we adopt, makes this rate pennanent. 
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Per Location Pricing 

The remaining Centrex Plus issue is whether to change Qwest's volume 
discounts for a certain number of lines per location (street address). A reseller is 
pennitted to aggregafe customers as long as they are at one address. Currently, Qwest 
offers a discount to a customer at a given location with 50 or more access lines. 

· Party Positions. Qwest and Staff12 agree that the cm1·ent per location 
pricing scheme should be left in place; ATG argues that Qwest should instead offer 
volume discounts based on a customer's total lines in service at a Qwest wire center. 

Qwest believes that its per location volume discount pricing approach is 
appropriate because Qwest' s costs of serving a customer are reduced as the customer has 
more lines at a specific location. Qwest argues that its pricing approach for Centrex 
Plus must also be evaluated in the context in which it was developed, as a competitive 
alternative to customer owned PBX based systems. Qwest reminds·the Commission that 
that Centrex Plus is a retail product that Qwest markets to retail customers: 

ATG's Arguments, ATG does not object to Qwest's volume discounts 
per se, but only to the location restriction. ATG argues that Qwest' s per location pricing 
scheme was designed to restrict resale and is not justified by cost. According to ATG, 
the volume discount price break points make sense only when viewed in light of the ·goal 
of restricting resale. 

According to ATG, discounts should be based on a customer's total lines 
in service in a Qwest wire center, treating a rese11er as one customer, rather than be 
based on end user volumes at a single location. ATG argues that its recommendation 
is consistent with Qwest' s cost data, will conform tariffs to current laws regarding 
unreasonable discrimination against resale, and can be accomplished with a revenue 
11eutral restructuring of Centrex rates. 

History-of Per Location Pricing. ATG maintains that Qwest originally 
offered volume discounts based on the number of station lines as a way to compete with 
PBX service, without a per location restriction. When resellers started obtaining volume 
discounts through aggregating smaller customers at multiple locations, Qwest decided to 
add the per location pricing requirement because it would thwart resale at the same time 
it permitted Qwest to continue giving substantial discounts to its largest customers with a 
large number of station lines at a single location. According to ATG, the record shows 
that per location pricing was instituted to restrict resellers from obtaining the volume 
discounts that Qwest already offered to its large customers to compete with ·PBX. 13 

12 Staffsuppo11s Qwest's proposal to price lines by location because it is consistent with prior approved 
tarifftenns and conditions and Commission orders. See Qwest Tariff, PUC Oregon No. 29 ~9. 1.16.C.2; see 
also Order No. 99-438 at 7. 
13 A TG refers to some confidential exhibits it claims are evidence that per location pricing was intended to 
restrict resale of Centrex Plus service. Those documents discuss proposals from 1993, well before the 
Telecommunications Act of 1996, and are not relevant to Qwest's compliance with ils resale obligations 
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1n the early 1990s, when per location pricing was instituted in Oregon, 
the policy of the Commission was to discourage resale in local exchange markets, 
including Centrex resale. Thus, ATG contends, the Commission took no action against 
per location pricing when it was first introduced. In the meantime, however, the federal 
Telecommunications Act of 1996 has set the goal of opening telecommunications 
markets to competition. ATG alleges that despite this change, Qwest has failed to 
address a Centrex rate design here that it knew was meant to restrict resale. 

Legal Considerations. ATG argues that the FCC has found restrictions on 
resale to be presumptively umeasonable. In the Matter of Local Competition Provisions 
in the Telecommunications Act of 1996, CC Dockets No. 96-98 and 95-185, First Report 
and Order, 11 FCCR 15499 (1996) (Local Competition Order). There, at 15,971, the 
FCC stated that: • 

It is presumptively 'tmreasomible for incumbent LECs to require 
individual,reseller end users to comply with incumbent LEC high 
volume discount minimum usage requirements, as long as the 
reseller, in aggregate, under the relevant tariff, meets the minimal 
level of demand. The Commission traditionally has not permitted 
such restrictions on the resale of volume discount offers. We 
believe restrictions on resale of volume discounts will frequently 
produce anticompetitive results without sufficient justification. 
W~, therefore, conclude that such restrictions should be considered 
presumptively unreasonable. 

Prohibited restriction.s on resale include restrictions on volume discounts, 
according to ATG. In the Matter of the Public Utility Commission of Texas, Memorandum 
Opinion and Order, 13 FCCR 3460 at ~220-223 (location restriction on Centrex that 
prevented resellers from aggregating customers dete1mined to be unreasonable); 'Local 
CompeHtion Order at 15,971. As an incumbent local exchange carrier, Qwest has the 
burden to show that its per location pricing is reasonable. 47 CFR §51.613(b ); Local 
Competition Order at 15,966. State law also prohibits unreasonable restrictions on resale. 
ORS 759.455(i); (g). 

ATG argues that Qwest's per location pricing scheme is a restriction 
on resale. According to ATG, the per location pricing plan precludes aggregation of 
multiple end users by resellers to achieve volume discounts comparable to those Qwest 
offers to its large retail customers. Centrex resellers' customer base consists primarily 
of small and medium sized businesses. The per location requirement of the retail tariff 
precludes aggregation of these customers unless they are at a single location. Tying 
volume discounts to a single location restricts resellers from obtaining volume discounts. 

under the Act. The one document from 1997 relates to Centrex Prime, not an issue here, and the arbitrage 
referred to is with other Qwest retail services, not competition with resellers. 
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Cost Justification for Per Location Pricing. ATG believes there is nothing 
wrong with the pricing structure Qwest has developed, even if it does not align with 
underlying costs; the problem is the restriction on resale of the discounts. ATG argues 
that there is no rational basis for Qwest' s disparate treatment of costs of serving small 
and large customers other than to justify a scheme that discriminates against resellers. 
A TG calls Qwest disingenuous in saying that costs for smaller customers are linked to 
individual loops since that is how they are actually served. Qwest' s witness admitted that 
smaller customers in multi tenant buildings are served by T-ls in several instances, and 
admitted that this is the efficient way to serve such a customer on a forward looking 
basis.14 • 

ATG contends that Qwest cannot meet its burden of showing that 
per location pricing is reasonable and nondiscriminatory. Qwest's witness was unable 
to justify the price break at 101 lines in terms of efficiencies and economies. ATG 
argues that the line volumes used in per location p1icing bear no relationship to the line 
volumes for T-1 service.15 ATG also argues that the cost drivers for the lines between 
a customer's location and the central office are the density of the plant serving the 
neighborhood and the length of the plant. Therefore, a line serving a small volume user 
located in a large office building costs Qwest the same amount on a monthly basis as 
each Centrex line serving a single customer in the same building. Offering a discount 
to some customers who take more lines is not cost based and is hence discriminatory. 

ATG also argues that lines serving each of the customers in different 
buildings in a commercial neighborhood are likely to be relatively low in cost and 
roughly equal in cost l,ecause of economies of density. 

Qwest uses competition with PBX to justify per location pricing. 
However, according to ATG, Qwest admits that per location pricing has a negative 
impact on its competition with PBX. Thus, ATG contends that Qwest does not need 
to offer per location volume discounts to compete with PBX. 

"ATG argues that serving a particular number of lines at a single location cannot justify the volume 
discounts offered by Qwest. Qwest's own cost studies show that there is a small per line difference 
between serving 50 or fewer lines by copper loops and 51 and over by T-ls. Yet, ATG argues, Qwest's 
rate design proposes a discount at a multiple of actual savings, 
"A TG notes that each T• l carries 24 voice grade circuits, but Qwest does not offer per location discounts 
based at 24 line intervals. Technically, a location with fewer than 24 lines can use a T-1 just as efficiently 
as a location with greater than 50 lines, ATG contends that a 51 line system would be inefficient, since it 
would use twci T-ls with 48 lines and a third T-1 with only 3 lines, 
Further, Qwest's volume discounts assume 100 percent fill factors in the prices whether or not applied to 
a multiple of 24. Under the 51 line scenario a customer would receive the benefit of a larger volume 
discount by using only 70 percent of the total capacity of the three T-ls, while a 48 line custo_mer would 
get a much lower discount using I 00 percent of two T-ls. The unused portion _of the T· l in the 51 line 
scenario has not been factored into the price floor. ATG contends that there are no additional cost savings 
for customers subscribing to over I 00 lines, assuming a T• l technology. Since other Centrex price 
components are related to switching and are not sensitive to volume and location, ATG concludes that 
the large discount cannot be justified by other cost savings. 
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The Centrex Plus features, according to ATG, are provided through 
software in the centrat office switch; thus the costs are not tied to the customer's location. 
Any location based savings would be a saving in transaction costs, which are n01mally 
recovered in nomecurring charges. 

ATG also argues that small customers provide a cross subsidy for large 
customers under the Centrex Plus per location pricing plan, since large· customers provide 
Qwest less net revenue than the same quantity of service provided to small customers. 

Filfect on Competition. ATG argues that Qwest's market ;ower allows it 
to impose higher prices on smaller volume users. Smaller customers depend on resellers 
for competitive alternatives to Qwest. Smaller customers lack the volume to justify the 
T-1 facilities that make it economical for competitive carriers to serve customers. 
Because Qwest has market power for Centrex services with respect to small volume 
users, this price discdminatio11, hµs -an- anticompetitive effect, According to ATG, this 
is an abuse of market power. The volume discount exceeds the level of discounts that 
would be provided in an effectively competitive market, where discounts are limited to 
the amounts of cost saved. 

A TG also argues that competitors have made limited imoads in Oregon. 
Resale of all types of lines, including unbundled network platforms, appears to account 
for fewer than 65,000 lines out of more than a million access lines Qwest has in Oregon, 
Through its UM 731 revenue neutral filing, Qwest has recently reduced the price of 
basic business lines. One effect of the reduction is to make it harder for facilities based 
competitors to enter the market and provide alternatives to Qwest access lines. Another 
effect is to reduce the potential margins for Centrex resellers, because basic business Jines 
compete with resold Centrex Plus lines. ATG argues that it is important for Centrex Plus 
lines to be priced appropriately to ensure that all businesses in Oregon have a competitive 
alternative to Qwest. ATG is aware that Qwest cites figures for growth of resale but 
argues that those figures would be higher without the per- location discount restriction. 
ATG also argues that the current telecommunications market is much less favorable to 
competitors than the market in the years Qwest cites. 

ATG argues that Qwest' s per location scheme is designed to protect 
Qwest's large customer base through volume discounts and to make resale of Centrex 

. Plus difficult, • ATG believes that Qwest continues to pUl'sue strategies to restrict Centrex 
resale. First, Qwest has proposed in this docket to increase rates for lower Centrex 
volumes, in order to curtail resale, At the s·ame time, Qwest proposes an even greater 
discount at 100 and 300 lines to protect its large customer base. Continued use of per 
location pricing, according to ATG, restricts the ability ofresale to constrain Qwest's 
anticompetitive pricing. 16 

16 A TG notes that the Washington Utilities and Transportation Commission (WUTC), which investigated 
per location pricing, found Uiat a similar location pricing slrncture for Centrex Plus, which bundled lines 
and features, discriminated against resellers and was an impennissible restriction on resale. We decline lo 
base any portion of our decision. on an assertedly "similar" pricing structure. 
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ATG urges the Commission to order Qwest to make revenue neutral 
revision_s to its Centrex Plus pricing using volume discounts based on the number of lines 
in, a pruiicular wire center rather than at a customer location. 

Qwest's Response. Qwl:lst contends that ATG' s argument is based on the 
incorrect assumption that its tariff imposes impermissible restdctions on resale. 

History of Per Location Pricing. Qwest denies that it added the per 
location pricing feature to its Centrex Plus pricing when resellers struted obtaining 
volume discounts through aggregation of smaller customers at multiple locations. On 
the contrary, Centrex Plus was designed with per location pricing all across Qwest's 
territory. ·Per location pricing was not added to thwart resale. 

Legal Considerations. Qwest asserts that its pricing structure for Centrex 
Plus imposes no conditions or additional terms whatsoever on the resale of tl).e pr,oduct. 
Any CLEC can purchase Centrex Plus service for resale on the same terms and· 
conditions that Qwest offers the product for sale to its retail customers, except that the 
CLEC could qualify for an additional discount under 47 USC §251(c)(4). If a CLEC has 
a customer that qualifies for the per location volume discount, the CLEC would receive 
that pricing structure and could compete for the customer. The per location volume 
discount is also available to CLECs that can aggregate smaller customers at one location. 

ATG cites the FCC' s Local Competition Order for the proposition that 
certain restrictions on resale are presumptively unreasonable. Qwest counters that the 
sorts of restdctions that the FCC considered in that order were situations in whieh a 
service offered for sale to retail custoiners would not be made available to resellers on 
.the same terms and conditions. 

The FCC stated that it is "presumptively unreasonable for incumbent 
LECs to require individual reseller end users to comply with incumbent LEC high 
volume discount minimum usage requirements, so long as the reseller, in aggregate, 
under the relevant tariff, meets the minimal demand." Local Competition Order at 
15,971. Earlier in the same order, the FCC stated that incumbent local exchange Cat'!iers 
"also seek to limit reseller end user eligibility to purchase resold incumbent LEC high 
voiume offerings to those eligible to receive such offerings directly from the incumbent 
LEC." Id. at 15,966. Applied to Centrex Plus service, the FCC would consider it 
unreasonable for Qwest to extend per location discounts to a reseller only if a reseller's 
individual end user also qualified for the discount. Qwest' s tru·iff imposes no such 
restrictions, or any other restriction relating to Centrex Plus resale. 

The FCC also addressed volume discounts in the Texas order. It is clear 
• from the discussion in the order that the FCC was addressing a type of resale restriction 
not found in the Centrex Plus pricing structure (refosal to allow aggregation of end users) 
and that the FCC did not invalidate as an unreasonable restriction on resale the sort of per 

. location pricing that Qwest offers. 
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Cost Justification for Per Location Pricing. ATG' s challenge to per 

location pricing rests on the asse1tion by its expert, Dr, Nina Cornell, that Qwest's 
proposed volume discounts are not based on costs saved by serving a given customer 
location in volume. ATG is wrong, according to Qwest. Qwest can use alternative loop 
technologies to serve customers with 50 or more lines, such as T-1 or h_igher capacity 
service instead of copper loops, realizing cost savings through such economies of scale. 

Dr. Cornell asserts that Qwest' s costs are based on the density of a vicinity 
or neighborhood, not the number of customers at a given location. This assertion, 
according to Qwest, is mistaken, Qwest's overall costs of service may be higher in a 
sparsely populated area than in a densely populated one. However, the cost to serve ru1 
access line at a particular customer location may still change depending on the number of 
lines that a customer subscribes to at the location. The forward looking cost of serving a 
customer with one or two teleplione Jines will be based on the cost of individual loops, 
since that is· how.such customers are actually served, On the other hand, the forwru·d 
looking cost of serving a customer with 50 to 300 Jines at one location will be based on the 
most efficient technology, which may be a large copper cable with mfilly pairs, a T-1 circuit 
delivered over two copper pairs, or a T-1 or a DS-3 circuit delivered over a fiber optic loop. 
The per line cost of serving such customers is much lower than over fill individual copper 
loop. 

Qwest' s cost of serving multiple Jines at a single location is lower thfill 
serving customers at multiple locations, ATG claims that Qwest' s witness testified that 
the most efficient way to serve a specific large customer could be through a T-1, a 
concentrator system, or a large copper cable; ATG takes this statement as contrruy to 
Qwest's cost study, which assumed use of a T-1 to serve Centrex Plus customers with 
more thfill 50 lines at olie location. Qwest' s cost study is based on the least cost forward 
looking teclmology that would serve that customer. Qwest contends that it is not contrary 
to that study to suggest that in the field there may be more than one efficient way to serve 
a customer. 

A TG' s examples of price breaks not divisible by 24 show that some 
specific service configurations may be more efficient thfill others, if customers do not 
later add Jines at a location. They do not disprove the general principle that the forward 
looking cost of service per line decreases with the number of lines at a single location . . . 

ATG also mischru·acterizes the testimony in stating that Qwest's witness 
David Teitzel, "admitted that it was technically feasible and could be efficient to serve a 
small customer in a dense neighborhood by demuxing a T -1, taking it out of a building 
on copper loops to a neru·by manhole, and splicing it into smaller premise next door," 
Qwest's witness actually said it was technically possible but not the norm. The witness 
also noted that he is not fill engineer: This testimony does not support ATG's testimony 
that T-1s cfill be used economically to serve small customers in dense neighborhoods . 

. Qwest notes that the Commission is setting rates for Qwest's retail . 
services in this proceeding, so it is appropriate to compare the rates for different retail 
services, since that is what Qwest's 1·etail customers do. Centrex Plus was developed as a 
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competitive alternative to customer owned PBX systems, Centrex Plus provides features 
similar to a PBX system, such as intercom dialing and a variety of features, but as a 
central office based system. A customer considering purchasing a PBX system has a 
relatively large number of access lines at a given location. Such a customer will compare 
the cost of a PBX system to Centrex Plus service. PBX systems are cost effective only 
where there are a large number of access lines at one location, Centrex Plus also offers 
per location volume discounts as a competitive alternative to PBX systems. Elimination 
of the per location requirement to obtain the volume discount would distort the pricing 
relationship of Centrex Plus to its competitive retail alternative, Eliminating the 
requirement would also destroy the relationship between Qwest' s cost of providing the 
service and the pdce. 

Qwest asse1ts that there is nothing anticompetitive about its per location 
discount pricing. Qwest notes that Centrex resellers such as ATG compete with Qwest 
for the sale of basic business lines with feature packages. Such retail services are priced 
above the prices that Centrex resellers are able to charge based on the current pricing of 
Centrex Plus, 

1
Qwest maintains that the per location volume discount does not impede 

Centrex resale, Centrex resellers compete for small customers with whom they have a 
significant pricing advantage. If a customer wanted to obtain a comparable level of 
service from Qwest as from a Centtex reseller, the customer would likely purchase either 
a basic business line with separate features or with a feature package,· The CustomChoice 
package for business customers includes a line and approximately 20 features for about 
$55. Cenh·ex customers, including resellers, pay less per line than do basic business 
service customers with a comparable level of features. Centrex resellers are also able to 
offer customers both interLATA and intraLATA toll service: Centrex resellers have a 
significant pricing advantage over Qwest in competing for the small and medium sized 
business customers. Qwest contends that Centrex resellers such as ATG have been able 
to leverage their pricing advantage to capture a significant amount of the market for 
smaller business customers in Oregon, 

Qwest cites the following figures as proof that Centrex resellers, including 
ATG, have successfully captmed business customers in Oregon, In December 1995, 
16,192 Centrex lines were resold; in December 1996, the number of resold Centrex lines 
was 25,489; in December 1997, the number was 38,304, and in April 1998, the number 
rose to 41,138, Qwest asserts that this is a significant level of competition for business 
customers. Currently, there are approximately 20,000 resold basic lines, excluding 
Centrex, in Oregon, and competitors have purchased another 50,000 unbundled loops 
in Oregon. 

Qwest urges the Commission to evaluate the significance of the issues 
ATG raises in Qwest' s overall rate design, since no other Centrex reseller has appeared 
and since ATG itself has expressed to the Commission its intention of converting its 
resold Centrex lines to ATG facilities rather than pursuing a resale strategy. This growth 
in Centrex resale occurred under per location pricing. During the time period in question, 
the Commission ordered Qwest to impose a surcharge of $5 .40 per month on each resold 
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Centrex line. Order No. 98"372. Despite these conditions, Qwest argues that Centrex 
resale flourished. Qwest contends that there is no basis to assert that per location pricing 
is anticompetitive. 

Qwest believes that CLECs currently do not'have the 65,000 lines or 
fewer that ATG <1sserts but approximately 120,000 access lines to business customers, 
representing over 23 percent of the business access lines. 

Discussion and Resolution. History of Per Locatio11 Prici11g. 
Although ATG has tried to show that Qwest' s introduction of per location pricing 
had an.anticompetitive motive, we consider this issue irrelevant for pmposes of the rate 
case. Here we are deciding whethe1· Qwest's rates are just and reasonable as proposed. 
Corporate thinking from before the Telecommunications Act does not weigh in that 
decision, nor does discussion about Centrex Prime, a different service from Centrex Plus. 

Legal Co11sideratio11s. ATG contends that Qwes_t's.per location volume 
discounts restrict resale in violation of the Telecommunications Act. ATG is mistaken. 
As Qwest has argued, nothing in its tariff restricts resale of Centrex Plus service. 
·Resellers purchase Centrex Plus service on exactly the same footing as any other 
purchaser. Again, as Qwest has noted, the passage from the Local Competition Order 
that ATG cites prohibits refusal to allow resellers to aggregate customers for volume 
discounts. Qwest does not refuse to allow aggregation of customers. The Texas order 
also speaks to a prohibition on aggregating customers, which is not the case here. We 
conclude that Qwest's per location volume discount pricing scheme is not in violation of 
the Act or FCC orders. 

Nor is Qwest's scheme in violation of state law. ORS 759.455(g) 
prohibits a telecommunications utility from discriminating in favor of itself or an affiliate 
in the provision and pricing of, or extension of credit for, any telephone service. As 
noted, Qwest' s tariff allows anyone to purchase Centrex Plus service under the same 
tei:ms and conditions. This is not a provision that discriminates in fayor of Qwest or an 
affiliate. ORS 759.455(i) prohibits the imposition of unreasonable or discriminatory 
restrictions on network elements or the resale of a telecommunications utility's service, 
Again, Qwest's tariff contains no such restrictions. 

Absent a showing that Qwest' s per location volume discount pricing 
scheme violates the Act, the presumption that Qwest' s pricing scheme is unreasonable 
disappears. ATG mounts a disparate impact argument about the effect of Qwest' s pricing 
scheme, but the scheme is in violation of no law or order. 

Cost J11stijlcatio11. As to the impact of the scheme, ATG makes two 
types of argument. First, ATG contends that the scheme is not cost based. ATG's point 
is to show that the per location volume discount pricing structure keeps resellers from 
enjoying the large discounts associated with having 100 customers or more. ATG makes 
assumptions about Qwest's cost structure that Qwest successfully refutes. ATG goes into 
considerable detail to attack Qwest's forward looking T"l based technology for larger 
users and use of embedded or existing technology for smaller users. We agree with 
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Qwest that there is nothing amiss about using· a mix of actual and fo1warci looking 
technologies to determine a rate design for a service. Moreover, we note that for larger 
volume customers Qwest mentions other service delivery options than the T-1 (DS-3, 
for instance) that may have different divisibility properties; ATG has not addressed 
this possibility but limits its attack to the T-1 prope1ties, ATG has not shown that line 
volume at a single location is unrelated to cost.. 

Effect 011 Competitio11. ATG also argues that Qwest' s per location 
volume discount disadvantages resellers. ATG does this by attacking Qwest' s figures 
on competition and resale, but does not show specifically how resellers are disadvantaged 
by the per location pricing, Qwest' s figlll'es show that the market for 1·esale of 
telecommunications services is far from moribund.17 ATG has not shown that resellers 
are actually disadvantaged by per location volume discount pricing. 

In terms of its marketing strategy; Qwest has shown that its per location 
volume discount pricing strncture allows it to compete with PBX service. The context 
for this pricing strncture shows it to be a reasonable competitive response on Qwest' s 
part. 

We cot:iclude that Qwest's per location volume discount does not violate 
either federal or state law. It has not been shown to have a deleterious impact on Centrex 
Plus resellers. The per location volume discounts should be left in place. 

ISSUE 9: EXTENDED AREA SERVICE. 

Background 

Extended Area Service (EAS) allows Qwest telephone customers to call 
nearby telephone exchanges for a monthly flat fee rather than incurring long distance 
charges per call. Exchanges that have EAS capability are grouped by rate band. Charges 
vary by rate band and are lowest in the most populous bands. There are currently five 
rate bands. 

EAS service is approved by the Commission after a town has shown that a 
community of interest exists between it and another town, Qwest offers BAS service ori a 
flat or measured basis. BAS is essentially a replacement for toll service. Once EAS 
routes are in place, customers have no practical alternative to using BAS service, either 
measured or flat rated, for their calling. • 

• ' 

17 Qwest proposes a figure of 120,000 for CLEC lines in Oregon. We cannot dete1111ine whether these 
are resold lines or not; hence, we do not know whether this figure directly refutes. A TG's assertion of 
65,000 resold lines, For our disposition of this issue, this matter is not critical. 
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Party Positions 

Only Staff and Qwest addressed this issue. Qwest proposes a reduction 
in EAS measured service for residential and business service customers to 3 cents per 
niinute from 5 cents per minute, because the current price is well above cost, as 
represented by a UM 844 price floor. Staff agrees with this proposal. 

Qwest proposes to simplify the EAS pricing structure, reducing the current 
five price bands to three. Staff also proposes to reduce the number of price bands from 
five to three, but structures its bands differently. Qwest agrees to Staff's rate band 
structure. Staff combined Bands A and B into one rate, Bands C and D into one rate, 
and left Band E at one rate. 

- Qwest's proposal for reducing EAS rates results in a revenue reduction of 
$22.718 million.18 .Staff's proposal reducesEAS rates by $11.321 million, approximately 
half the level proposed by Qwest. Qwest proposes a 57.4 percent reduction for BAS 
rates; Staff proposes a reduction of28 percent. The differences between Qwest's and 
Staff's proposals are a function of the difference between their proposals for residential 
basic service rates (see Issue 12 below). Staff's proposal raises residential rates 
$10.371 million less than Qwest's and lowers BAS rates $10.442 million less than 
Qwest' s. Staff makes no further argument in suppo1t of its position on EAS rate design. 

Qwest argues that a significant price decrease for BAS rates is appropriate 
at this time. Qwest points out that the percentage reduction in EAS service should be 
comparable to the level of reduction in toll rates, since BAS replaces toll service. 
Qwest's proposed toll rate reduction is 42.3·percent. 

Qwest also argues that in this docket, the Commission has a unique 
opportunity to rationalize BAS pricing and bring it closer to cost. BAS calling replaces 
what would otherwise be intraLATA toll calls. The conversion of network facilities to 
accommodate a new BAS route also imposes costs on carriers like Qwest. Accordingly, 
the Commission has traditionally viewed BAS rates as a mechanism· to keep an 
incumbent local exchange carrier indifferent, from a revenue perspective, to the 
conversion. BAS rates have thus been dete1mined based on the net toll revenue that 
an incumbent local exchange·carrier would forgo as a result of the conversion as well as 
the costs of the conversion. The revenue neutral conversion process has been based on 
intraLATA toll prices that have been substantially higher than current prices or the toll 
prices proposed in this case. 

Qwest also urges the Commission to use this opportunity of Qwest's last 
general rate case in Oregon to establish BAS rates that make sense from customers' 

18 Staff notes that Qwest's rate design presented incorrect current EAS flat rates, whtch resulted in an 
understatement ofQwest's revenue reduction for EAS of $954,73 l and an overstatement of its ISDN-BRS 
reduction by $176,646. Qwest notes that it does not dispute the Staff calculation, which is hereby accepted. 
Tlrns, Qwest's proposed EAS rate reduction is actually $22.718 million, not the $21.8 ll)illion figure Qwest 
used in its briefs, 
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perspectives and in light of Qwest' s e_ntire rate strncture. According to Qwest, the 
Commission need not be concerned with the size of the reduction from previous EAS 
rates that were established to keep Qwest revenue neutral in an EAS conversion. 
Implementation of an overall revenue reduction will ensure that Qwest's revenue_ 
requirement is met. Adopting Qwest's proposed EAS rates will reduce local service 
rates for all Oregon customers. Qwest argues that the Commission should adopt its 
proposal for EAS rates, as amended by Staffs proposed rate band structure, along with 
Qwest's proposed residential basic service rates. 

Discussion and Resolution 

Our choice in this issue is whether to raise residential rates by $1.00 in 
Rate Group 1, $2.00 in Rate Group 2, and $3.00 in Rate Group 3 and lower EAS rates by 
$22.7 million (Qwest's proposal); or raise residential rates not at all in Rate Grpup 1., by 
$1.00 in Rate Group 2, and $2.00 in Rate Group 3, and lower EAS rates by $11:3 million 
(Staff's proposal). Because we have chosen Staff's proposal for Residential Local 
Exchange Service, Issue 12, and the issues are linked, we choose Staff's proposal, 
including Staff's proposed rate band structure, here as well. 

ISSUE 11: LOCAL BUSINESS ACCESS SERVICES 

Party Positions 

In connection with its UM 731 (Universal Service) compliance filing 
pursuant to Order No. 00-312, effective April 30, 2001, Qwe·st proposed significant 
reductions to basic business rates and deaveraging of those rates into rate groups, 
matching the deaveraging structure that the Commission had ordered for UNE loop 
rates. Advice No. 1844, acknowledged March 12, 2001. 19 Qwest's proposal here 
maintains the deaveraged rate structure and introduces a number of other changes in 
business local exchange smvice rates, including a further small decrease in those rates. 
Staff generally agrees with all of Qwest' s proposed changes except that Staff proposes 
that rates for business basic service in Rate Groups 2 and 3 should be the same. 

Staff's proposal decreases Qwest' s annual revenues for local business 
access services by $1.3 million. Qwest' s proposal decreases them by $ 1.2 million. Staff 
agrees with Qwest's original proposal to reduce annual reven11es from Public Access Line 

19 In UM 731, Qwest filed reductions in business rates that decrease annual revenues by $15.4 million .. 
In its compliance filing, the company proposed a one party flat simple business (I FB) access line rate of 
$26.40 per month in Rate Group I. In effect, Qwest proposed to reduce the simple business access line rate 
by an average of$4.47 (14 percent) from the current $30,87 rate. Qwest proposes to remove the current 
distinction between simple and complex busines_s lines by treating them all as lFB lines. Qwest also 
proposed to continue to charge a higher rate for PBX lines than for IFB lines. This reduces the complex 
line rate to the same level proposed for simple lines, $26.40, a reduction of$8.37 (24 percent) from tl1e 
current $34 .77 rate. Most PBX tnmk rates are reduced to $28.40, effectively reducing the rate by $6.37 
(18 percent) from the current rate of $34.77. • 
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(PAL) services by $13,000.20 Staff's proposal eliminates the PAL flat rate with measured 
usage afte!' 300 calls and reduces PAL rates to equal the Staff proposed one party flat • 
business rates for all three rate groups. 

NWP A also joined this issue, arguing that Qwest's, and by implication 
Staffs, public access line (PAL) rates are inconsistent with the FCC Payphone Orders. 
NWP A contends that PAL rates are subject to the "new services test," requiring that rates 
be cost based with a reasonable contribution to overhead, 21 

Staff. Staffs proposal reduces monthly rates for local business access 
service customers by approximately 2 percent. Business one pru.ty flat (lFB) rates for 
both Rate Groups 1 and 2 drop by 40 cents, and Rate Group 3 rates drop by $2.35, or 
8 percent. This reduction makes rates in Rate Group 2 and 3 equal. The total annual 
revenue effect'ofthese reductions is $1.4 million._ Staff proposes to reduce business 
access line rates because they are too far above the unive1:sal ·service benchmark. 

Staffs proposal also reduces monthly recurring· rates for flat rate PAL 
service in all three rate groups by 8 to 20 percent. This proposal makes flat PAL rates 
equal to the proposed lFB rates for all three rate groups. Staff also proposes to eliminate 
the PAL Flat Rate with Measured Usage after 300 calls. The total annual revenue e(fect 
of these rate reductions is about $1°3,000. 

Qwest, Qwest and Staff generally agree on Qwest' s prnposed changes 
except that Staff proposes that rates for business basic service in Rate Groups 2 and 3 
should be the sru.ne. Qwest believes that the Commission should not retreat from the 
extent of deaveraging that it has already apprnved and should maintain a deaveraging of 
retail rates that matches the deaveraging ofloop rates, The deaveraging ofloop rates 
reflects actual cost differences in the three rate groups. Qwest argues that retaining cost 
based distinctions among the th!ee rate groups will aid the development of facilities 
based competition in those areas. 

Qwest has proposed a change in the price for-PAL service, making the 
rates for PAL access line service consistent with busin~ss line rates. Qwest argues that 
PAL service is provided to business customers (Payfihone Service P.roviders, PSPs) and 
is the functional equivalent of business line service. 2 Staff and Qwest agree on Qwest' s 
rate design for PAL services except that Staff proposes the same rates for Rate Groups 2 
and 3. 

20 Qwest filed a revised UT 125 rate spread 011 March 19, 2001, that differs slightly from its original 
~roposal. 

1 Qwest's Advice No. 1844 reduces PAL rates by $0.3 milliou, or 14 percent, However, the flat PAL rate 
is reduced to the same level as IFB lines, $26.40, a reduction of$8.37 or 24 percent from the cmrent 
$34.77 rate, This is the service to which PAL subscribers are likely to migrate. 
22 Qwest notes that in Order No. 90-920, Docket UT 85, the Commission found that measured PAL access 
lines are identical to measured business service lines and should be priced the same. 

49 

579 



ORDERNO. 01--810 

NWP A. NWP A argues that Qwest' s proposed rates for pay telephone 
access service lmpermissibly exceed the rates allowable under Section 276 of the 
Telecommunications Act of 1996. 

Payphone Rates and tlze New Services Test. The FCC issued the Payphone 
Orders in 1996 and 1997,23 determining that incumbent local exchange carriers (ILECs) 
must set their rates for pay telephone access services so as to be· cost based, consistent with 
the requirements of Section 276, nondisctiminatory, and consistent with Computer III 
guidelines.24 The Computer III tariffing guidelines incorporate the "new services test." 
Order on Reconsideration at 163. "The new services test is a cost based test that • 
establishes the direct cost of providing the new service as a price floor, LECs then add a 
reasonable level of overhead costs to derive the overall price of the new service." In the 
Matter of Local Exchange Carriers Payphone Functions and Features, Mem. Op. & Order, 
CC Docket No. 97-140, 12 FCC Red. 17,996 (1997), iJ2 (FCC 97-392, rel. Oct. 29, 1997) 
(I'ayphone Features Order)., The FCC requireq ILECs to file studies supporting these costs 
with state commissions in 1997. Bureau Waiver Order at ,i19:· 

According to NWPA, Qwest had-two duties regarding its PAL rates under 
the new services test: to file studies showing direct and overhead costs for PAL with the 
Oregon Commission, and to set PAL rates based on these costs. Qwest did neither and 
has never, according to NWP A, set its Oregon PAL rates according to the new services 
test. NWP A believes that Qwest's failure to produce and file cost support data is in itself 
sufficient for this Commission to reject Qwest's proposed PAL rates. 

Qwest has also failed to meet its second duty under the new services test, 
according to NWP A, which is to calculate its rates based on the appropriate cost data. 
Instead, NWP A argues that Qwest has set PAL rates according to different criteria and 
methodologies that have nothing to do with the new se1vices test. For instance, Qwest 
adds contribution and market driven reh1m costs to its PAL rates. Further, NWP A 
contends that Qwest sets its P ,AL rates based on the rates for business local exchange 
• service, whereas there are substantial differences between PAL and business local 
exchange se1vice and their rates are set by different mechanisms. NWP A would like 
the Commission to require engineering studies, time and wage studies, and other cost 
accounting studies from Qwest to comply with the new services test.25

. . 

CustomNet and tlte New Services Test. The above arguments apply to 
access se1vice rates. With respect to payphone features, NWP A argues that these rates 

23 Report and Order, Implementation of/he Pay Telephone Recfassijication and Compensation Provisions 
of the Telecommunications Act of 1996, 11 FCC Red, 20,541 ( 1996) (Report and'Order); Order on 
Reconsideration, 11 FCC Red. 21,233 (1996); Order, 12 FCC Red. 20,997 (1997) (Bureau Waiver Order); 
Order, 12 FCC Red. 21,370 (1997) (second Bureau Waiver Order), • 
24 These four characteristics of rates are what NWPA refers to as the FCC's four part test, 
25 NWPA also argues that it is impennissible to set PAL rates based 011 business line rates because that 
would discourage widespread deployment of payphones. NWPA further argues that setting PAL rates at • 
business rates ignores the new services test methodology required by law. We disagree with these 
contentions; see Resolution, below. 
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should also be set according to the new services test. NWP A focuses its argument on 
CustomNet, a kind of call screening. Qwest has denied that CustomNet is subject to the 
new services test, has refused to provide relevant _cost data, and, according to NWP A, has 
set rates for this service according to prohibited criteria. 

NWP A argues that the new services test applies to any unbundled features 
ILECs provide to their own payphone services. Order on Reconsideration at f 163. Qwest 
provides CustomNet to its own Basic PAL lines ordered by its payphone division; NWP A 
concludes that CustomNet is therefore subject to the new services test. 

NWP A also argues that usage patterns establish CustomNet as a payphone 
feature, based on confidential numbers. CustomNet places restrictions on a line to 
prevent someone charging a long distance call to the payphone number. PSPs order 
CustomNet because that feature is essential to avoid fraudulent charges, as Qwest' s 
network is currently configured. 

NWP A asserts that Qwest has failed to file cost data for CustomNet, 
although it is a payphone feature. Qwest maintains that it has not prepared cost data 
because it has not proposed price changes for CustomNet. NWP A argues that this does 

··not'excuse Qwest from compliance with the requirements of the Payphone Orders. 
NWP A argues that the limited cost information available shows that Qwest imposes 
an enormous overhead loading on CustomNet service. 

Discriminatory Rates. Further, NWP A contends that Qwest' s pay 
telephone access service rates are discriminatory. First, NWP A asserts that the rates 
recover ce1tain interstate costs twice. For each PAL line sold Qwest receives a subscriber 
line charge (SLC, also called a customer access line charge.(CALC) and an end user 
common line (EUCL)) and a primary interexchange carrier charge (PICC). Qwest 
has not lowered its proposed PAL rates to reflect that these charges recover nontraffic 
sensitive interstate costs of PAL service, giving Qwest a double recovery of these costs. 

NWP A argues that the FCC has already recognized that ILECs must 
reduce PAL rates to account for these charges so that ILECs do not recover their costs 
twice. In the Matter of Wisconsin Public Service Commission Order Directing Filings, 
15 FCC Red. 9,978 (2000) (Wisconsin Order), the FCC directed certain ILECs to 
demonstrate that in setting their P AL·rates they have taken into account other sources of 
revenue (SLC, PICC, and can-ier common line (CCL) charges) that are used to recover 
the cost of the facilities involved to avoid double recovery. Wisconsin Order at ~12. 

Second, NWP A contends that the nature of these federal charges show that 
they create double recovery for Qwest. They recover the interstate costs of the local loop 
that are not traffic sensitive. Qwest' s PAL costs are not separated by jurisdiction in this 
proceeding, so they include both interstate and intrastate local loop costs. By collecting 
the federal charges plus the PAL rate, Qwest recovers the interstate loop costs twice. The 
fact that Qwest applies these federal charges equally to local exchange services and PAL 
is irrelevant, according to NWP A. 
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NWP A contends that Qwest discriminates against its competitors by 
collecting interstate costs twice. Thus, it_ can offer higher payphone commission 
payments than its competitors, . As a result, competing payphone providers are 
subsidizing Qwest' s payphone operations, NWP A urges the Commission to require 
Qwest to adjust its PAL rates to eliminate this double recovery. 

NWPA also argues that Qwest's rates and practices regarding CustomNet 
are discriminatory, including Qwest's markup and its refusal to disclose cost data. NWPA 
asserts that these practices i:lisciiminate against competitive payphone providers and erode 
their ability to provide viable competition with Qwest's.payphone service. 

Public Policy. In addition to the assertion that Qwest's payphone service 
rates fail to comply with the new services test, NWP A alleges that Qwest' s rates are 
inconsistent with Section 276 of the Act, which states the objectives of increasing 
competition and widespread deployment of payphones. NWP A contends t~at Qwest' s 
high CustomNet rates hurt independent payphone providers and undercu(th<,ise 
objectives. Further, NWPA asserts that Qwest's rates are not cost based, because 
they are market driven and contain too much overhead loading. 

NWP A concludes that the Commission should reject Qwest' s payphone 
access line and features rates because they do not meet each element of the FCC's four 
part test. NWP A then proposes two approaches according to which the Commission can 
set Qwest's payphone access.and features rates on the evidence available. We do not 
discuss these proposals here because we decide this issi1e against NWP A, but note that 
one of them suggests using UNEs as a basis for setting payphone service rates. 

Qwest's Response to NWP A. Payphone Rates and tlte New Services 
-Tesl In response to NWP A's arguments, Qwest contends that its payphone rates are cost 
based and provide a reasonable level of contribution to overhead costs and therefore 
comply with all federal requirements. Therefore, according to Qwest, the Commission 
should reject NWPA's arguments that PAL rates should be set equivalent to UNE rates. 

PAL, according to Qwest, is a retail service, not a wholesale service. 
UNE pricing principles therefore do not apply to PAL. However, if a PSP is also a 
competitive local exchange carrier (CLEC), that provider may obtain the UNEs necessaty 
to provide payphone service at the UM 844 UNE rates, or it may obtain a PAL for resale 
at prices that reflect a wholesale discount. A provider can also obtain UNE or wholesale 
rates through another CLEC. It is therefore not necessary, according to Qwest, for the 
Commission to set the retail price for PAL equal to the UNE price for payphone 
providers to obtain that level of pricing. • 

Qwest also maintains that the propos·ed PAL rates satisfy the new services 
test. The FCC requires rates for payphone services to be cost based and to comply with 
the new services test. The new services test establishes the direct cost of providing the 
new service as a price floor. LECs ID!lY then add a reasonable level of overhead costs to 
derive the price of the service. • • 
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NWP A argues that Qwest' s level of overhead costs are unknown and that 
Qwest's proposed PAL rates cannot, for that reason, meet the new services test. Qwest 
notes that the FCC has relied on cost to price ratios to establish the amount of overhead 
in rates. See Payphone Features Order at if 6. Qwest states that its proposed tales for flat 
PAL, PAL message line, and PAL measured services range from 26 percent to 91 percent 
above their direct costs, as approved by the Commission in UM 773. UM 773 costs are a 
reasonable approximation of direct costs as that term is used in the new services test, 
Qwest contends, 

As to the level of overhead loading of which NWP A complains, Qwest 
points out that in the Payphone Features Order, the FCC required an explanation of Bell 
Atlantic's overhead loadings because it determined that, based on cost/price ratios, the 
overhead loadings did not appear to be reasonable. The FCC and state commissions have 
dete11nined that a wide range of overhead loading is reasonable, including overhead 
loading.that results in rates 4.8. times direct costs and 30 percent above direct costs. 
Payphone Features Order at ifl l n 39, 13; Petitio_n Filed by the Independent Payphone 
Ass'n ofNew York, Inc., Case 99-C-1684, 2000 NY PUC LEXIS 832 (NYPSC Oct. 12, 
2000) at 8-9. 

Qwest maintains that the studies NWP A asks for are unnecessary bnrdens. 
None oftlie things NWP A lists are necessary to ensure that proposed PAL rates are 
consistent with the new services test, which requires only a showing that tl1e rates for a 
service include direct costs ·plus reasonable overhead. Qwest asserts that neither the 
FCC nor the state commissions prescribe the type of evidence necessary to determine 
whether PAL rates satisfy the new services test. Qwest notes that the FCC allowed state 
commissions to determine whether state tariffs comply with FCC guidelines. In the 
Matter of Implementation of the Pay Telephone Reclassification and Compensation 
Provisions ·of the Telecommunications Act of I 996, Order on Reconsideration, CC Docket 
No. 96-238, 11 FCC Red. 21,233 (FCC 96-439 rel. Nov. 8, 1996), ifl63. Qwest argues 
that ilie evidence it submitted demonstrates that its proposed PAL rates are consistent 
with the new services test. • 

NWP A charges iliat Qwest includes impermissible elements in its PAL 
rates, including market driven return and contribution. NWP A asserts that these elements 
are inappropriate because PAL rates should be cost based, Qwest contends that cost 
based does not mean limited to costs. For instance, UNE rates are required to be "based 
on the cost" of providing the UNE and "may include a reasonable profit." 47 USC 
§252(d)(l). NWPA's reasoning would price retail PAL service below wholesale UNEs. 

According to Qwest, NWPA's interpretation of the law ignores the 
purpose behind ilie new services test. In the Matter of Amendments of Part 69 of the 
Commission's Rules Relating to the Creation of Access Charge Subelementsfor Open 
Network Architecture Policy and Rules Concerning Rates for Dominant Carriers, Report 
and Order ar1d Order on Further Reconsideration, CC Docket No. 89-79, 6 FCC Red. 
4,524 (FCC 91-186 rel. July 11, 1991) (ONA Order), the FCC described the new services 
test as a "flexible cost based.approach to pricing new services." ONA Order at if38. The 

53 

583 



ORDERNo.O 1 :- 81 0 • 

purpose of the new services test is to ensw-e that "initial prices for 'new' services [are) 
not umeasonably high." .Jd. at 139. The FCC continued: 

Because we believe that the public interest will be served by 
providing LECs with an adequate incentive to innovate, we 
conclude that a flexible cost based approach is the best way of 
controlling both excessive pricing and discrimination. As NYNEX 
recognizes, a cost based upper bound can preserve ca.\Tiers' 
incentives to itmovate, if. it pennits them to earn a retum on their 
total new investmep.t commensurate with the risk they assume. 
Id. at 141. 

On the basis of the ONA Order, Qwest argues that the Conunission has 
leeway to detennine whether Qwest' s proposed rates are reasonable under the new· 

. services test, including consideration of an appropriate level of confributio,n or mtum. 

CustomNet and tlze New Services Test. Qwest next argues that the new 
services test does not apply to CustomNet, contrary to NWP A's position. Qwest argues 
that CustomNet is an individual retail tariffed service described in Section IO of PUC 
Oregon No. 29, Exchange and Network Services.26 CustomNet is available to any 
customer that subscribes to an individual line under a single uniform service order code 
(USOC); it is not provided exclusively to PSPs. Over 37 percent of the lines with 
CustomNet serve customers other than PSPs. To price CustomNet in accordance with the 
new services test for PSPs, Qwest might be required to separate a service that is provided 
under a single USOC into at least two categories, CustomNet for PSPs and CustomNet 
for all other customers. This solution would be impractical and is :t\Dt required under the 
new services test, which only governs lines and features provided exclusively to PSPs. In 
the Payphone Features Order at ,rt 5, the FCC expressly referred to GTE's call screening 
service as an "unbundled, payphone specific feature." Qwest argues that CustomNet is 
not payphone specific. It is instead an independent product available to any class of 
subscriber. Accordingly, the new services test does not apply to CustomNet, according 
to Qwest. Moreover, Qwest argues that NWP A has failed to provide evidence that any 
payphone service price is inconsistent with the new services test. Finally, with respect to 
CustomNet, Qwest states that it provided no cost data for CustomNet in this proceeding 
because no change is proposed for CustomNet rates. 

Discriminatory Rates. Qwest also maintains that NWP A's reliance on the 
Wisconsin Order is misplaced.· That order did not issue from the full FCC, it applies only 
to the specific LECs in Wisconsin that are named in the ordei•, an<;! a stay of the order has 
been requested. 

Additionally, Qwest argues that its proposed PAL rates are not 
discriminatory. NWP A claims that collection of federal line charges such as SLC 

26 Qwest requests that we take official notice of this tariff. We do so in accordance with OAR 860-014-
0050. 
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on public access lines is discriminatory because Qwest can use the proceeds from its 
double recovery to offer higher payphone commission payments than its competitors. 
The only support for this position, according to Qwest, is NWPA's speculation that 
Qwest would gain a financial advantage through the ability to offer lower rates and/or 
higher commission payments than NWP A members. Qwest mges us to disregard this 
assertion as mere speculation. Qwest notes that it is required to assess the federal 
charges. Qwest imposes them on all access Jines, including lines it provides to its own 
payphone division. Accordingly, these charges are not discriminat01y. Qwest also 
responds that the application of SLC is exactly the same for local exchange services as 
it is for PAE services. • 

Discussion and Resolution 

For business access services other than payphone rates, Qwest and' Staff 
propose nearly identical rates and no other party addresses _the issues. 8\aff wishes, 
however, to set rates in Rate Groups 2 and 3 equal to each other, whereas Qwest wishes 
to retain three rate groups. Qwest argues that retaining cost based distinctions among the 
three rate groups will aid the development of facilities based competition in those areas. 
We agree with Qwest on this issue and adopt Qwest's proposed rates. 

Payphone Rates and New Services Test. For payphone service rates, 
we first address NWP A's arguments that Qwest must set rates consistent with the new 
services test and the FCC's four part test. We note that the FCC's'test requires that 
payphone rates be cost based, consistent with Section 276 (that is, must encomage 
deployment of payphones), nondiscriminatory, and consistent with Computer III 
guidelines (that is, must pass the new services test). The new services test requires 
that rates be cost based with reasonable overhead. Therefore, the test really states that 
rates be cost based, nondiscriminatory, and consistent with increasing competition for 
payphones. • 

NWP A ·asserts that in order to comply with the new services test, Qwest 
must submit studies and cost data. We disagree. We find NWP A's reading of FCC 
requirements to be overiy formal. The FCC requires only that rates be cost based and in 
compliance with the new services test. The new services test requires a showing that 
rates for a service include direct costs and reasonable overhead. Beyond that, the FCC 
has not specified what kind of evidence is necessaiy to determine whether PAL rates 
satisfy the new services test. 

We conclude that UM 773 costs are a reasonable approximation of direct 
costs. Qwest has used the UM 773 costs to figure its direct costs. Qwest's rates for 
payphone services range from 26 percent to 91 percent above direct costs. Like the 
FCC, we find that the cost to price ratio is sufficient to allow us to infer the overhead on 
payphone rates. Payphone Features Order at ~6. Further, we find that this overhead is 
reasonable. As Qwest has pointed out, the FCC and state commissions have dete1mined 
that a range of overhead loading up to 4.8 times direct costs is reasonable. 
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We agree with Qwest's arguments about the meaning of cost based rates. 
This phrase does not mean that rates must be set at cost. This.conclusion renders moot 
NWP A's arguments about the inclusion of contribution and market driven return. We 
conclude that Qwest's PAL rates satisfy the new services test. We address the rest of the 
FCC test below. • 

CustomNet and the New Services Test. We next address the argument 
about whether CustomNet is subject to the new services test. We conclude that it is not. 
CustomNet is a service available to any class of subscriber, as Qwest has pointed out. It 
is a retail tariffed se1vice that may be purchased by any customer with an individual line 
under a single USOC. Over 37 percent of the lines with CustomNet serve customers 
other than PSPs. The new services test applies to payphone specific features;27 

CustomNet is not payphone specific. This conclusion makes it unnecessary to address 
NWPA's arguments about cost data and overhead for CustomNet. 

Discriminatory Rates. We agree with Qwest that we should not rely 
on the Wisconsin Order, which applied to specifically named ILECs and not to Qwest. 
Moreover, a stay has been requested on that order, We conclude that the Wisconsin 
Order is not binding on us. 

We reject the remainder ofNWPA's argument on the issue of 
discriminatory rates. Qwest assesses the federal charges on all access lines, including 
the lines it provides to its own payphone division. This is not discriminatory behavior. 
NWP A has not provided evidence that Qwest uses the proceeds from its recove1y of the 
federal charges to gain a co1npetitive advantage over NWP A members. 

Public Policy. Finally, NWPA argues that Qwest's proposed PAL rates 
are inconsistent,with Section 276 of the Act because they do not increase competition and 
serve the widespread deployment of payphones. NWP A has not shown that the rates as 

. proposed, which represent an overall reduction of C\UTent rates, hinder competition. In 
fact, evidence in the case shows that the number of payphones operated by NWP A 
members in Oregon increased approximately 24 percent from 1997 to 2000, when 
NWP A provided its data request response. The number of payphones operated by 
NWP A members in 1997 is within 3 percent of the total number of PAL lines recorded 
in the test year. We rej eot this argument. 

For payphone rates, we adopt Qwest's proposal. 

27 In the Payphone Features Order, the FCC detennined that GTE's selective class of call screening service 
is subject to the new services test, describing it as a payphone specific feature. At ~15. 
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ISSUE 12: RESIDENTIAL LOCAL EXCHANGE SERVICE 

Party Positions 

AARP, Qwest, and Staff took positions on this issue. Qwest proposes to 
deaverage residential local exchange rates into three Rate Groups on the same basis that 
the Commission used to deaverage the loop UNE. Qwest proposes an increase in basic 
residential rates (currently $12,80) of $1.00_in Rate Group l, $2.00 in Rate Group 2, and 
$3.00 in Rate Group 3. Qwest proposes to price the second residential line $1.00 below 
the price of tlie initial residential line. Qwest also proposes to increase one party 
.measured residential (1 MR) access line recuning rates by $2.2 million (from the cmTent 
$6.37 per month to $9.50 in.Rate Group !, $10.50 in Rate Group 2, and $1 LS0 in Rate 
Group 3). Qwest's proposal on this issue would increase annual revenues by ·$11.49 
million. 

Staff proposes deaveraging on the same basis as Qwest. Staff also 
proposes no rate increase for Rate Group 1 or !MR, an increase of$1.00 for Rate 
Group 2, and an increase of$2.00 for Rate Group 3, for an overall revenue increase 
of$1.12 million. 

AARP opposes any increase in basic residential rates. 

AARP. AARP argues that no rate increase is appropriate· for residential 
local exchange service in the context of this case. According to AARP, Qwest bases 
its pricing proposal on tl1e $21.00 benclnnark for local service that resulted from Docket 
UM 731. Staff bases its increase in the UM 844 price floors in combination with 
consideration of the $21.00 benc!nnark. AARP contends that both approaches 
erroneously use fue output of cost proxy models that were designed for other purposes, 
and bofu associate fue outcome of these cost modeling processes with 'the underlying cost 
of basic residential service and therefore with the rates charged for basic residential 
service. AARP argues that neitlier the $21.00 benclnnark nor the UM 844 price floors 
are appropriate costing mechanisms for ratemaking purposes. 

AARP argues that there is no cost basis for an increase in basic local 
service rates in the face of a $91 million rate decrease.28 AARP maintains tliat neither 
Staff nor Qwest has shown that residential rates, separately or combined, do not cover 
their costs. Without such a showing, AARP argues, there is no justification for 
increasing residential basic exchange rates. 

AARP argues that the UM 844 p1ice floor is not equivalent to the cost of 
underlying residential basic exchange rates, because the price floor includes 100 percent 
of the loop cost. Residential basic service is only one service that Qwest offers, and 
AARP contends tliat ii is not appropriate to assign all of the loop cost to a single rate 

"AARP derives this figure by adding the $64.2 million decrease from the stipulation adopted in Order 
No. 00-190 to the $26.7 million business service rate decrease in UM 73 I. 
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element such as the residential basic rate. The costs should be spread across all the 
services that use the loop. 

AARP also contends that that the $21.00 benchmark does not justify 
raising basic residential rates because it does not measure the cost of a single rate element 
or service, The benchmark is the output of the FCC Synthesis Model, and Commission 
Staff adjusted the model only for usage or traffic sensitive costs ·(local and interstate 
access). The entire cost of the loop, which includes the fixed or shared costs associated 
with other services offered by Qwest, is still in the model. AARP contends that the 
$21.00 benchmark is based on an aggregate that should be allocated among the services 
carried across the loop, including switched access, vertical se1'vices (such as Caller ID), 
and intraLATA or interstate toll services. The cost results ·of the benchmark study 
therefore, according to AARP, do. not equate with the price of just one service, residential 

. basic service. 

' AARP refers to several ordei·s from other state commissions that conclude 
that loop cost should not be allocated entirely to residential rates. 29 Moreover, according 
to AARP, the rate should not be measured against the benchmark. The Commission uses 
the benchmark to determine when specific support for the provision of basic service 
pursuant to the universal service goals of SB 622 is necessary. It is not a rate setting 
mechanism. 

AARP additionally maintains. that there is no legal mandate to raise 
• residential rates to the $21.00 benchmark. The purpose of the universal service fund 
was to provide explicit support for provision of basic service where the cost.of providing 
basic service exceeds a Commission established benchmark (Order No. 00-265 at 2). 
SB 622, according to AARP, was also designed to move the telecommunications sectors 
in the direction of reduced regulation by providing for an alternative fmm of regulation, 
The regulatory purpose of the benchmark is not for use in setting rates but instead to 
determine the amount of explicit support necessary to bridge the gap between price and. 
cost it\ high cost-areas. Even if SB 622 implied that a rate element below $21.00 should 
be increased, which AARP believes is not the case, the Commission should recognlze 
that the cost model used to arrive at the $21.00 benqhmark was not appropriate for 
ratemaking and that there is no mandate to raise any rate immediately. 

The benchmark, according to AARP, is a guideline rather than a 
mandated target. Using the benchmark to set rates contradicts the universal service 
and affordability goals of the Act and of UM 731. The goals of the Act include making 
telecommunications rates affordable and service widespread and promoting or advancing 
consumer subscribership to telecommunications services. AARP argues that an increase· 

"See In the Mattel' of the Identification of All Subsidies in the Existing Rates of Qwest Corporation, New 
Mexico Public Regulation Commission, Utility Case No. 3325 (2000); US WEST Communiaa//ons, Ina,, v. 
Washington Uti/ilies and1l·ansportalion Commission, F!fieenth Supplemental Orde1; Commission· 
Decision and Order Rejecting Tariff Revisions; Requiring Refiling, Docket No. UT 905200, at 95 (1996), 
afrd 949 P2d 1337 (1998); 4 Code of Colorado Regulations 723-30-4,2(a)(iv); FCC 96-98, Docket 
No. 96·45. • 
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• ·in residential rates, given any income elasticity or price elasticity, will decrease the 
number of customers subscdbing to basic service. Further, AARP contends that the 
universal service fund does not subsidize residential rates and that there is therefore 
no reason to raise basic rates to compensate for'the loss of a subsidy. 

AARP argues that the proposal-Staff and Qwest offenesults in a net 
decrease or no increase to the residential class because rate increases for cel1ain services 
are offset by the elimination of or decrease in rates of other services. However, AARP 
contends that some customers will experience an increase because they do not purchase 
the offsetting features or Qwest toll service. The better proposal, in AARP's view, is to . 
ensure a rate decrease, or at least no. rate increase, for all customers and not just those that 
purchase the correct bundle of features and services . 

. • ·.Finally, AARP argues that rates need not be increased to encourage 
competition for residential customers. According to AARP, there is no competition for 
residential customers. When competition develops, increasing rates could encourage 
competition. But at present, competition for residential rates is unlikely in the foreseeable 
·future. Moreover, according to AARP, there is .no mandate to deaverage retail rates. In 
fact, long distance and 'wireless plan~ are moving toward flat rates, not deaveraged rates. 

Qwest, Qwest contends that its proposed increases in local service rates 
are mandated by ORS 759.425 and would bring the company into compliance with 
Section 254 of the Act. Section 254 requires states to use mechanisms that specifically 
and predictably advance universal service, This has generally been understood to require 
that subsidies be explicit rather than )mplicit. ORS 759.425 requires the Commission to 
establish and implement a universal service fund. ORS 759.425('.l)(a) requires that the 
universal service fund provide "explicit support to an eligible telecommunications carrier 
that is equal to the difference between the cost of providing basic telephone service and 
the benchmark." 

ORS 759.425(3)(c) provides that "the commission shall seek to limit the 
difference between the price a telecommunications utility may charge for basic telephone 
service and the benchmark." In UM 731, Order No. 00-312, at 22, the Commission set 
the benchmark at $21.00. Qwest lowered its rates for basic business service in a revenue 
neutral filing in April 2001, and this case presents the first chance for the Commission 
to implement ORS 759.425(3)( c) with respect to residential service. Qwest urges the 
Commission to make a modest increase in the rate for residential basic service to start 
moving that price toward the universal service benchmark. Qwest argues that only its 
proposal meets the legislative mandate of moving prices for basic service toward the 
benchmark. • 

According to Qwest, Staff has failed to examine the relationship between 
the price for residential basic service and the universal service benchmark. Qwest also 
believes that Staffs proposals are inconsistent. On the one hand, Staff proposes to 
reduce rates for business basic service by 40 cents iti Rate Groups 1 and 2 and by $2.35 
in Rate Grnup 3, because business basic rates too far exceed the universal service 
benchmark. Staff also justifies its proposed increase in residential rates for Rate 
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Groups 2 and 3 because the increase would bring those rates closer to the universal 
. service benchmark. But Staff proposes no increase for residential basic service rates in 
Rate Group 1, although that group includes over 90 percent of Qwest' s residential 
customers. Instead of examining the relationship between the residential basic service 
rates and the benchmark iu Rate Group 1, however, Qwest argues that Staff focused on 
the relationship between the current rate and.the price floors in ORS 759.410. This focus 
is in en-or, according to Qwest, because the price floors do not apply to basic service. 

Qwest asserts that AA.RP performed an incorrect analysis comparing the 
price for residential basic service to the universal service benchmark. AARP compares 
not the flat residential basic service rate of $12.80 but rather the sum of all revenues 

' supported by the loop: • basic services, EAS, features, access, intrastate toll, and the 
revenue from the CCL and federal support amounts. Performing that comparison, AARP 
concludes that the Commission need not adjust the price ofresidential basic service 
_because it nearly.equl\ls the benchmark. 

Qwest argues that AARP' s analysis is based on an incorrect reading 
. of the statute. ORS 759.425(3)(0) requires the Commission to compare "the price a 

telecommunications utility may charge for basic telephone _service'' with the benchmark. 
As required by ORS 759.425(2)(a), the Commission has defined "basic telephone 
service" by rule, OAR 860-032-0190. That definition specifically excludes EAS, 
intrastate toll, and custom calling features, but AARP includes revenue from these 
nonbasic se1vices in the price for basic service, in comparing the price for basic se1vice 
with the universal service benchmark. 

In response to AARP's contention that there is no comp·etition in the 
residential local exchange service market, Qwest notes that competitive local exchange 
caniers serve over 10,000 residential customers in Oregon. Furthermore, Qwest argues 
that developing competitive alternatives for residential customers is an express goal of 
the Act. Qwest points out that AARP's expert witness agreed that a higher price for 
residential seivice gives competitors a better likelihood of achieving a higher margin, 
which is important to a competitor entering a market. 

Staff. -Staff argues for an increase in basic local service rates in Rate 
Groups 2 and 3 because these rates are below the UM 844 price floor and an increase 
will move them closer to the benchmark. Staff argues that the Commission should not 
increase rates in Rate Group 1, nor should it increase !MR rates, because the present 
rates exceed the price floor.3° Staff argues that we should increase the nomecurring 
residential line charge because that would move the rate closer to the TSLRIC. Staff 

30 The Commission has not established price floors for retail services such as !MR, but Qwest presented a 
proposed price floor of $16.62 for this service. Staff calculated, using Qwest data, total revenue of$17.44, 
which includes the $6.37 monthly fixed charge, the $4.35 subscriber line charge (which increased to $5.00 
on July I, 2001), plus $6.72 of monthly usage revenue calculated based in Qwest's exhibit. The average 
monthly usage revenue is calculated by 224 minutes times 3 cents per minute. This calculation uses the 
same methodology Qwest has used throughout the case. 
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acknowledges that the Commission is not required to price basic service above a price 
floor, according to ORS 759.420(4). 

Staff argues that the UM 731 benchmark is only a guideline and that no 
party suggests that rates should be raised to $21.00 in this proceeding. Staff asserts that 
its proposal does seek to limit the difference between the price a telecommunications 
utility may charge for basic telephone service and the benchmark, as ORS 759.425(3)(c) 
mandates. Staff characterizes tlie differences among the parties as a disagreement on 
the appropriate increase in this proceeding. According to Staff, the Commission has 
discretion to adopt any of the three residential basic rate proposals. The parties simply 
have different opinions on whether and how far rates should move and in which rate 
group or groups. Staff urges the Commission to adopt Staffs proposal, because it most 
appropriately balances the interest of customers with Commission policies and goals. 

Discussio11 and· Re~olution 

ORS 759.425(3)( c) provides that "the commission shall seek to limit the 
difference between the price a telecommunications utility may charge for basic telephone 
service and the benchmark." OAR 860-032-0190(2) defines basic telephone service: 

"Basic telephone service" means retail telecommunications service 
that is single party, has voice grade or equivalent transmission 
parameters and tone-dialing capability, provides local exchange 
calling, and gives customers access to but does not include: 

(a) Extended area service (EAS); 

(b) Long distance service; 

(e) Relay service for the hearing ,md speech impaired; 

( d) Operator service such as call completion assistance, special 
billing arrangements, service and trouble assistance, and billing 
inquiry; 

(e) Directory assistance; and 

(f) Emergency 9-1-1 service, including E-9-1-1 where available. 

It is clear from the above statute and rule that AARP's arguments about 
the benchmark are misplaced. First, it is irrelevant how the benchmark is calculated. 
ORS 759.425 requires us· to seek to limit the difference between the price of basic service 
and the benchmark. Thus, the benchmark is a given and not subject to serntiny in this 
proceeding. AARP's comparison of other than basic service elements with the benchmark 
is also misplaced; the rnle above excludes from basic service elements AARP would 
include in comparing price to benchmark. 
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AARP's remaining arguments have to do with policy. There is nothing 
to prevent this Commission from raising residential rates in the context of an overall 
rate decrease (which, for purposes of this docket, amounts to a revenue reduction of 
$64.2 million, not $91 million). Since the advent of competitors with the Bell Operating 
Companies, public utility commissions have had to balance the tasks of promoting 
competition and keeping residential service rates affqrdable. These tasks may well 
involve raising some rates to encourage competition ( or to meet a statutory guideline, 
as in this docket) and lowering others to keep the competitive field level. 

AARP has not shown that the rates proposed either by Qwest or by Staff 
are unaffordable, We note that from January 1984 until March 1993, rates for residential 
basic service exceeded $12.80, climbing as high as $16.05 in the 1986-87 period. Rates 
for residential service have not il)-creased since 1993. What Qwest now proposes is an 
increase of 8 percent in-Rate Group 1, l 6 percent in Rate Group 2, and 2'.! percent ill Rate 
Group 3. Staff proposes an increase of 8 percent in Rate Group 2 and 16 percent in Rate 
Group 3. We do not believe that these increases, the fit'st in nine years, render basic 
telephone service unaffordable. For those customers to whom the increase presents· a· 
hardship, there are options. There are somces of public support, such as the Oregon 
Telephone Assistance Program, and there is the option of the lMR rate at $6.37. 
Moreover; we find that the reductions in BAS prices and vertical services will benefit 
most ratepayers, such that their overall bill will increase little if at all. 

As to AARP's policy argument that there is no competition for residential 
basic service in Oregon, the record shows that local service competition is beginning 
here and we wish to encourage it. Raising prices to improve the margin for potential 
competitors is one way to do so. AARP has not convinced us that we may not raise 
residential rates in this proceeding. 

The next issue confronting us is whether to do so. ORS 759.4'.45(3)(c) 
directs us to "seek to limit the difference between the price a telecommunications utility 
may charge for basic telephone service and the benchmark." We considered the meaning 
of this phrase in Order No. 00-312 (UM 731). In that order, at 22, we stated: 

Use of the phrase "seek to limit," rather than "shall eliminate," is 
an indication that the legislature understood the flexibility we need, 
iri both time and method, to replace implicit supports with explicit 
supports as the industry embraces competition. We intend to 
rebalance telephone rates after this order issues. We will address 
issues about how rates should be structured in those proceedings. 
We will seek to minimize the difference between the price for 
basic telephone service and the benchmark. However, we must 
keep in mind other considerations, such as the affordability of 
basic telephone rates - ORS 759.425 (SB 622) also directs us to 
ensure that basic telephone service is available at a reasonable and 
affordable rate. 
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The language of ORS 759.425 is a guideline for our rate setting and leaves 
us flexibility to meet our goal of affordable basic service as well. For this reason, we 
elect Staff's proposal, which raises rates in two rate groups and leaves then-unchanged in 
Rate Group 1, the group containing about 90 percent of Qwest' s ratepayers. We find that 
Staff's proposal is well balanced and takes into consideration costs as well as movement 
toward the benchmark. Thus, we seek to limit the difference between basic service rates 
and the benchmark by modest increases in less urban rate groups. We note again that . 
ratepayers will benefit in this case from reductions in many other categories. We adopt 
Staff's local exchange rate proposal in its entirety. 
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ORDER 

IT IS ORDERED that: 

ORDERNO. 01-810· 

1. Advice No. 1849, filed by Qwest on November 15, 2000, 
including Attachment Band Transmittal No. 2000-007-PL, 
Revisions to the Access Service Tariff, Private Line 
Transport Services Tariff, and the Exchange and Network 
Service Tariff and Pdce List; and the modified portion of 
Attachment B' filed on March 19, 2001, are permanently 
suspended. • 

2. Qwest shall file by October 12, 2001,,revised mte 
schedules consistent with the findings of fact and 
conclusions of law in this order, to,be effective no 
later than Januaty I, 2002. 

SEP. 14 2001 
Made, entered, and effective _____________ . 

~~~
1
altefL 

Commissioner 

A party may request rehearing or reconsideration of this order pursuant to ORS 756,561. A request for 
rehearing or reconsideration must be filed with the Commission within 60 days of the date of service oflhis 
order, The request must comply with the requirements in OAR 860-014-0095. A copy of any such request 
must also be served on each party to the proceeding as provided by OAR 860-013-0070(2), A party may 
appeal this order to a court pursuant to applicable law, . 
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SUMMARY OF TARIFF FILING 

NAME QWEST CORPORATION 

FILED October 12, 2001 

FILE CODE: U21T 

NEED LSN?: No 

ADVICE/TRANS. NO. 1849 s112000-p7-PL-A EFFECTIVE January 1, 2002 

·DOCKET NO. UT 125 

FILING HAS BEEN ACCEPTED 

FILING HAS BEEN ALLOWED 

FILING HAS BEEN ACKNOWLEDGED 

FILING HAS BEEN REJECTED OR WITHDRAWN 

SUMMARY OF FILING: This filing represents the compliant rate design, which 
reduces revenues by $63.9 million. 

REVIEWED BY: Sloan (Pc), Van Landuyt (Pc), Stanage (Pc), Ball, Nyegaar~ Ti,u'&vuJLt) 

ACTION/DATE: 

ACTION/DATE: 

ACTION/DATE: 

COMMENTS: 
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regon 
John A. Kitzhaber, M.D., Governor 

August 23, 2002 

JUDITH A PEPPLER 
VICE PRESIDENT - OREGON 
QWEST CORPORATION 
421 SW OAK ST - RM 870 
PORTLAND OR 97204 

RE: Advice No. 1849 S1/Transmittal No. 2000-007-PL-A 

Public Utility Commission 
550 Capitol Street NE, Suite 215 

Salem, OR 97301-2551 
Consumer Services 

1-800-522-2404 
Local: (503) 378-6600 

Administrative Services 
(503) 373-7394 

On October 12, 2001, Qwest Corporation filed revised sheets for inclusion in 
its tariffs, PUC OR No. 24, PUC OR No. 28, and PUC OR No. 29; and pricing 
schedule, Exchange and Network Services. On November 16 and December 28, 
2001, the company filed replacement sheets. 

This filing represents the compliant rate design, which reduces revenues by 
$63.9 million. • 

The sheets are acknowledged and became effective with service rendered on 
and after January 1, 2002. 

One receipted copy of each sheet is returned for your files. 

John Savage 
Director 
Utility Program 
503-378-6025 
Fax: 503-373-7752 

qwest1849 s-1-2000-007-pl 

Enclosures 

@ 
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Qwest 
421 Southwest Oak Street Suite 8 South 3 
Portland, Oregon 97204 
Phone 503-242-5234 
FAX 503-242-5456 

Judith A. Peppler 
Vice President - Oregon Qwest. 

October 12; 2001 

Advice No. 1849 
Supplement No. 1 

Transmittal No. 2000-007-PL 
Supplement No. l 

The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
550 Capitol Street NE 
Suite 215 
Salem, Oregon 97310-2551 

ATTENTION: Janice Fulker, Administrator 
Tariffs and Data Analysis 

Dear Commissioner Hemmingway: 

Qwest is forwarding for filing the sheets listed on Attachment A. These are revisions to the Access 
Service Tariff, Private Line Transp01t Services Tariff, and the Exchange and Network Services Tariff 
and Price List. The effective date is Januaiy I, 2002. 

In accordance with Oregon Public Utility Commission Order No. 01-810, issued September 14, 2001, in 
Docket UT 125, this supplemental filing represents Qwest' s compliant rate design, which reduces 
revenues by $63 .9 million. 

A confidential revenue impact analysis is attached. 

Attachment B contains commercially valuable information and/or trade secrets and are submitted 
to Staff in confidence pursuant to ORS 192.501, 192.502 and 646.641 Et seq. We understand that 
you will notify us prior to release of any such information in sufficient time to seek a protective 
order from the Commission or to otherwise preserve its confidentiality. 

If you have questions concerning this filing, please contact Sheila Harris on (503) 242-5950. 

Ym 

B ~fvl~ 
!Ce President - Oregon 
Qwest Corporation 
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Attachment A 
Advice No. 1849 

Supplement No. 1 
Page 1 

ACCESS SERVICE 
P.U.C. OREGON NO. 24 

SECTION SHEET REVISION 

1 4 3 
1 5 2 
1 6 1 

. 1 13 2 
1 15 4 
1 18 3 --
1 20 2 
1 24 4 
1 . 25 4 
1 26 3 
1 27 2 
1 30 1 

2 Index2 3 
2 2 2 

-2 5 2 
2 6 2 
2 18.1 1 
2 18.2 1 
2 18.3 1 
2 • 18.4 0 
2 18.5 0 
2 20 3 
2 26 3 
2 27 3 
2 33 1 
2 34 2 
2 35 1 
2 36 1 
2 40 2 
2 42.l 1 
2 43 3 
2 44 2 
2 45 2 
2 46 2 
2 . 49 2 
2 _50 1 
2 52 1 
2 54 3 
2 56 2 
2 57 1 
2 58 3 
2 60 3 
2 61 1 
2 64 2 
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Advice No. 1849 

SupplementNo. 1 
Page2 

ACCESS SERVICE 
P.U.C. OREGON NO. 24 

SECTION SHEET REVISION 

2 66 2 
2 68 2 
2 69 3. 
2 70 1 
2 74 2 
2 75 1 
2 77 1 _, 

2 78 1 
2 79 1 
2 80 1 

3 Index 2 1 
3 4 2 
3 11 12 

5 Index 1 1 . 
,5 1 3 

5 3 4 
5 3.1 1 
5 3.2 1 
5 4 2 
5 5 2 
5 6 3 
5 7 4 
5 7.1 1 
5 8 2 
5 9 2 
5 10 5 
5 11 3 
5 16 5 
5 17 3 
5 19 2 

6 1 2 
6 3 3 
6 4 3 
6 6 4 
6 7 3 
6 7.1 1 
6 7.2 1 
6 7.3 1 
6 7.4 1 
6 7.5 1 
6 7.6 1 
6 7.7 1 
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Page 3 

ACCESS SERVICE 
P.U.C. OREGON NO. 24 

SECTION 
·, 

SHEET REVISION 

6 8 2 
6 8.1 1 
6 8.2 1 
6 8.3 1 
6 8.4 1 
6 8.5 1 
6 10 2 --
6 22 2 

-

6 23 2 
6 26.1 1 
6 26.2 1 
6 27 2 
6 28 2 
6 29 2 
6 30 2 
6 32 2 
6 35 2 
6 36 2 
6 38 2 
6 42 3 
6 43 3 
6 44 2 
6 46 2 
6 47 5 
6 50 3 . 

6 51 2 
6 52 4 

6 53 ·. 4 

6 55 2 
6 58 2 
6 65 2 
6 66 4 
6 68 2 
6 69 2 
6 70 4 
6 73 2 
6 74 4 
6 75 4 
6 76 5 
6 82 3 
6 87 5 
6 88 3 
6 89 3 
6 90 2 

479 



Attachment A 
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ACCESS SERVICE 
P.U.C. OREGON NO. 24 

SECTION SHEET REVISION 

6 92 1 
6 94 4 
6 95 3 
6 101 3 
6 102 .2 
6 103 2 
6 106 2 --
6 107 • 2 
6 117 2 
6 119 2 
6 120 . 3 
6 121 2 
6 123 2 
6 126 3 
6 129 3 
6 130 2 

' 6 130.1 0 
6 131 2 
6 132 2 
6 133 2 
6 134 2 
6 . 137 2 
6 139,2 2 
6 139.3 1 
6 141 2 
6 142 2 
6 142.1 1 
6 143 2 
6 143.l 0 
6 143.2 0 
6 144 2 
6 144.1 0 
6 145 3 
6 150 1 
6 151 1 
6 155 1 
6 156 2 
6 157 2 
6 158 2 
6 159 2 
6 161 3 
6 161.1 2 
6 161.2 1 
6 163.l 1 
6 163.2 1 
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SECTION 

6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 

15 
15 
15 

SECTION 

6 
6 
6 
6 

ACCESS SERVICE 
P.U.C. OREGON NO. 24 

SHEET 

165 
166 
167 
169 
170 
171 
172 
173 
174 
175 
176 
177 
178 
179 
180 
181 

3 
7 
8 

CANCELED SHEETS 

ACCESS SERVICE 
P.U.C. OREGON NO. 24 

SHEET 

7.8 
133.l 
133.2 

• 159.1 

Attachment A 
Advice No.1849 

Supplement No. 1 
Page5 

REVISION 

2 
2 
2 
1 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
3 
6 

2 
3 
2 

. REVISION 

0 
0 
0 
0 

---
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Attachment A 
Transmittal No. 2000-007-PL 

Supplement No. 1 
Page 1 

EXCHANGE AND NETWORK SERVICES 
OREGON PRICELIST 

SECTION SHEET REVISION 

1 
1 
1 
1 
1 

5 
5 
5 
5 
5 
5 
5 
5 
5 
5 

. 5 
5 
5 

105 
105 
105 
105 
105 
105 

SECTION 

5 
5 
5 
5 
5 
5 
5 
5 
5 

Index 1 
2 
3 
4 
8 

Index 1 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

3 
4 
5 
6 
8 

10 

CANCELED SHEETS 

EXCHANGE AND NETWORIC SERVICES 
OREGON PRICELIST 

SHEET 

13 
14 
14.l 
15 
16 

- 17 
18 
19 
20 

1 
5 
9 
3 
1 

8 
2 
2 
1 
2 
1 
1 
1 
3 
3 
3 
3 
3 

1 
1 
1 
1 
1 
1 

REVISION 

4 
4 
5 
2 
1 
0 
0 
0 
0 
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Advice No. 1849 
Supplement No.1 

Page 6 

PRIVATE LINE TRANSPORT SERVICES 
P.U.C. OREGON NO. 28 

SECTION SHEET REVISION 

3 1 2 

5 4 2 
5 21 1 
5 22 1 
5 23 1 
5 106 1 . ..,;,-

5 107 1 
-

5 108 1 
5 109 1 
5 110 1 
5 111 1 
5 112 1 
5 113 1 
5 114 1 
5 115 1 

.5 117 1 
5 118 1 
5 119 1 
5 120 1 
5 121 1 
5 122 1 
5 123 1 
5 124 1 
5 125 1 
5 126 1 
5 127 1 
5 129 2 
5 130. 2 
5 131 2 
5. 133 2 
5 134 2 
5 136 2 
5 137 2 
5 139 2 
5 140 2 
5 142 2 
5 143 2 
5 145 2 
5 146 2 . 

5 160 1 
5 161 1 
5 162 1 
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5 
5 
5 
5 
5 
5 
5 

I 

PRIVATE LINE TRANSPORT SERVICES 
P.U.C. OREGON NO. 28 

SHEET 

163 
164 
165 
166 
167 · 
168 
169 

Attachment A 
Advice No. 1849 

Supplement No. 1 
Page7 

REVISION 

1 
1 
1 
1 
1 
1 
1 ., 
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Page 8 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

SECTION SHEET REVISION 

0 Preface2 1 

1 8 4 
1 17 3 
1 21 5 
1 28 1 

-? 

2 7 1 
2 12 1 
2 16 1 
2 63 1 
2 64 1 

4 6 2 

5 Index 1 9 
·s 1 2 

5 2 1 
5 3 5 
5 4 6 
5 4.1 1 
5 5 2 
5 6 2 
5 7 4 
5 8 1 
5 9 4 
5 10 2 
5 11 2 
5 12 1 
5 13 2 
5 14 3 
5 15 3 
5 15.1 1 
5 15.2 1 
5 16 3 
5 17 3 
5 17.1 3 
5 18 1 
5 19 3 
5 19.1 1 
5 19.2 1 
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SECTION 

5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
.5 
5 
5 
5 
5 
5 
5 
5 
5 
5 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

SHEET 

25· . 
27 
28.l 
30 
31 
32 
33 
34 
35 
36 
37 
38 
41 
44 
45 
48 
49 
52 
53 
61 
62 
62.1 
62.2 
62.3 
62.4 
67 
72 
84 
86 
87 
88 
89 
91 
93 
94 
95 
96 
97 

114 
115 
119 
120 
122 

Attachment A 
AdviceNo.1849 

Supplement No. 1 
Page 9 

REVISION 

1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
2 
2 
2 
1 
0 
0 
0 
1 
2 
1 
1 
2 
3 
4 
3 
4 
2 
2 
4 
5 
1 
1 
1 
2 
1 
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Supplement No. 1 
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EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

SECTION SHEET REVISION 

5 136 2 
5 137 2 
5 157 1 
5 171 2 

105 Index 1 3 
105 8.1 0 
105 8.2 0 
105 8.3 0 

6 Index 1 3 
6 6 1 
6 10 1 
6 11 1 
6 12 1 
6 13 2 

·6 30 2 
6 31 .! 
6 37 1 
6 43 1 
6 46 1 
6 49 2 
6 50 . 3 
6 51 1 
6 52 3 

7 Index 1 . 1 
7 1 1 
7 2 1 
7 3 1 
7 4 1 
7 5 1 
7 6 1 

.7 7 1 
7 8 1 
7 9 1 
7 10 1 
7 11 1 
7 12 1 

107 Index 1 0 
107 1 0 
107 2. 0 
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SECTION 

107 
107 
107 
107 
107 
107 
107 
107 
107 
107 
107 
107 
107 
107 
107 
107 
'107 
107 
107 
107 
107 
107 
107 

9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

Attachment A 
Advice No. 1849 

Supplement No. 1 
Page 11 

SHEET REVISION 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
1.6 
17 
18 
19 
20 
21 
22 
23 
24 
25 

1 
12 
30 
33 
78 
86 
87 · 
98 

109 
112 
113 
114 
115 
116 
117 
118 
119 
163 
174 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
2 
1 
1 
2 
1 
4 

488 



SECTION 

9 

109 
109 
109 
109 
109 
109 
109 
109 
109 
109 
109 
109 
109 
109 
109 
109 

10 
10 
10 
10 

12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 

14 
14-
14 
14 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

Attachment A 
Advice No. 1849 

Supplement No. 1 
Page 12 

SHEET REVISION 

253 I 

Index I 2 
1 1 
3 1 
5 1 
6 1 
9 1 

11 1 
12 1 
28 1 
58.1 1 
58.2 0 
58.3 0 
58.4 0 
58.5 0 
58.6 0 
58.7 0 

5 1 
7 2 

11 1 
13 1 

21 1 
74 1 
91 1 
92 1 
94 1 
95 1 
96 1 
97 1 
98 1 
99 1 

100 I 
101 1 
102 1 
103 1 

23 2 
3:3 3 
34 3 
36. 3 
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SECTION 

i4 

15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 

EXCHANGE AND NETWORK SERVICES 
- P.U.C. OREGON NO. 29 

Attachment A 
Advice No. 1849 

Supplement No. 1 
Page 13 

. SHEET REVISION 

38 3 

6 2 
7 2 
8 2· 

11 4 
12.1 1 
13 5 
14 2 
15 2 
16 2 
18 1 
21 2 

CANCELED SHEETS 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

SECTION SHEET REVISION 

2 65 0 

5 39 0 
5 4 0 
5 42 0 
5 43 0 
5 46 0 
5 47 1 

6 30.l 0 
6 32 0 
6 33 0 
6 34 0 
6 35 0 
6 36 0 
6 44 0 
6 53 5 
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SECTION 

7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 

CANCELED SHEETS 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

Attachment A 
Advice No.1849 

Supplement No. 1 
Page 14 

SHEET REVISION 

13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
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Qwest 
421 Southwest Oak Street 
Suite 870 
Portland, Oregon 97204 
Phone 503-242-5234 
FAX 503·242-5456 Qwest. 
Judith A. Peppler 
Vice President - Oregon 

October 16, 2001 

Advice No. 1849 S-1 , 
Transmittal No. 2000-007-PL-A 

The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
550 Capitol Street NE 
Suite 215 
Salem, Oregon 97310-2551 

ATTENTION: Janice Fulker, Administrator 
Tariffs and Data Analysis 

Dear Commissioner Hemmingway: 

Enclosed is a replacement of AttachmentB of Advice No. 1849 S-1 and 
Transmittal No. 2000-007-PL-A filed October 12, 2001, Qwest's compliance filing in Docket 
UT 125. Upon further review of Attachment B, Qwest dete1mined that the version which· 
was filed did not reflect the rate contained in the above tariff filing for a Custom Calling 
feature, Call Rejection. The correction results in a slight change in the revenue impact as 
originally filed. 

Attachment B contains commercially valuable information and/or trade secrets and _are 
submitted to Staff in confidence pursuant to ORS 192.501, 192.502 and 646.641 Et seq. 
We understand that you will notify us prior to release of any such information in 
sufficient time to seek a protective order from the Commission or to otherwise preserve 
its confidentiality. 

If you have questions concerning this filing, please contact Sheila Harris on (503) 242-5950. 

Yours very truly, 

B 
Vice President - Oregon 

Qwest Communications, Inc. 

Attachments 
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Qwest 
421 Southwest Oak Street 
Suite 870 • 
Portland, Oregon 97204 
Phone 503-242-5234 
FAX 503-242-5456 

•c-., Judith A. Peppler 
Vice President M Oregon Qwest. 
November H1, 2001 

Advice No. 1849 S-2 
Transmittal No. 2000-007-PL-B 

The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
550 Capitol Street NE 
Suite 215 
Salem, Oregon 97310-2551 

ATTENTION: Janice Fulker, Administrator 
Tariffs and Data Analysis 

Dear Commissioner Hemmingway: 

Qwest is forwarding for filing the sheets listed on Attachment A. These are revisions to the 
Access Service Tariff and the Exchange and Network Services Tariff and Price List. The 
effective date is January 1, 2002. • 

The attached supplemental filing is made pursuant to ail agreement between Qwest and Staff 
which is memorialized in a Memorandum of Understanding ("MOU"). Concunently with thls 
filing, the company is filing the MOU for approval by the Commission. 

A confidential revenue impact analysis ("Attachment B ") is attached. 

Attachment B contains commercially valuable jnformation and/or trade secrets and are 
submitted to Staff in confidence pursuant to ORS 192.501, 192.502 and 646.641 Et seq. We 
understand that you will notify us prior to release of any such information in sufficient 
time to seek a protective order from the Commission or to othenvise preserve its 
confidentiality. 

If you have questions concerning this filing, please contact Sheila Han-is on (503) 242-5950. 

Yoms very truly, 

fVL. ~ 
• ce President - Oregon 

Qwest Communications, Inc. 

Attachments 
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SECTION 

1 

2 
2 

6 
6 
6 

ACCESS SERVICE 
P.U.C. OREGON NO. 24 

SHEET 

18 

5 
61 

139.2 
143.l 
155 

Advice No. 1849 S-2 
Transmittal No. 2000-007-PL-B 

Page2 

REVISION 

2nd 

0 
1" 
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SECTION 

5 
5. 
5 
5 
5 
5 
5 

6 
6 
6 
6 

9 
9 

109 

14 
14 

15 
15 
15 
15 
15 
15 
15 
15 

5 
5 

6 
6 
6 
6 

Advice No. 1849 S-2 
Transmittal No. 2000-007-PL-B 

Page 3 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

SHEET 

38 
53 
62 
62.1 
96 

136 
137 

30 
43 
50 
52 

33 
174 

58.7 

34 
38 

7 
8 

12.1 
13 
14 
15 
16 
21 

CANCELED SHEETS 

REVISION 

1 
2 
2 
1 
4 
2 
2 

2 
1 
3 
3 

1 
4 

0 

3 
3 

2 
2 
1 
5 
2 
2 
2 
2 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

39 
40 

44 
45 
51 
53 

0 
1 

0 
0 
0 
5 
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SECTION 

5 

105 

Advice No. 1849 S-2 
Transmittal No. 2000-007-PL-B 

Page4 

EXCHANGE AND NETWORK SERVICES 
OREGON PRlCELIST 

SHEET 

8 

13 

REVISION 

3'' 
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Qwest 
421 Southwest Oak Street 
Suite 870 
Portland, Oregon 97204 
Phone 503-242-5234 
FAX 503-242-5456 

s0,r:}f,ff:i~J) 

ride the light ,Al"' 

Judith A. Pcpple1· 
Vice President - Oregon Q~;;tl~0t. 

r=-~=~=,,_;_; 
December 28, 2001 

Advice No. 1849 S-1 
Supplement No. 2 

The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
550 Capitol Street NE 
Suite 215 
Salem, Oregon 97310-2551 

ATTENTION: Janice Fulker, Administrator 
Tariffs and Data Analysis 

Dear Commissioner Hemmingway:. 

l'IE:CEIVED 

DEC 2 8 2001 
PUC 

Utlllty Program 

Qwest Corporation ("Qwest") is forwardirig for filing the sheets listed on Attachment A These 
are revisions to the Exchange and Network Services Tariff. The effective date is January 1, 
2002. 

The attached supplemental filing is the Second Supplement to Advice No. 1849-Sl, in 
compliance with Oregon Public Utility Commission ("Commission") Order No. 01-1098, in 
Docket Numbpr UT 125/Phase II-Rate Design, issued December 21, 2001, and its Attachment 
A (Memorandum of Understanding ("MOU") between Qwest and Staff), which the Commission 
approved. 

As ordered, this supplemental filing revises the Measured EAS rates as set forth in Appendix A 
to the MOU. Additionally, this supplemental filing includes "housekeeping" changes to 
additional services that are Basic Business Flat dependent, which also required a rate reduction, 
as referenced in Section 1 of the MOU. These further rate reductions have a minimal revenue 
impact. 

If you have questions concerning this filing, please contact Sheila Harris on (503) 242-5950. 

Yours very truly, 

By( r. Ji;,,/,----= 

'--i:i,,,.rVice President - Oregon • 
west Communications, Inc. 

Attachments 

cc: Service List 
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SECTION 

5 

14 
14 

15 

EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

SHEET 

35 

34 
38 

21 

Advice No. 1849 S-1 
Supplement No. 2 

Page2 

REVISION 
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U S WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

5.2 
5.2.4 

LOCAL EXCHANGE SERVICE 
FLAT RA TE SERVICE 

SECTIONS 
1st Revised Sheet 38 

Cancels Original Sheet 38[2] 

i,-- ;E~E!Vl:D =1 
, OCT 1 2 2001 
• PUC , 

Utility Program J 
C. RatesandC~{)nt'd) ""· ==~---= 

ottliO\~ted below do not include the Residential Service Protection Fund 
f"l ~F) surcharge. 

2. Business 

NON-
RECURRING MONTHLY RA TE PER RA TE GROUP 

CHARGE 1 2 3 

• Business Line, 
each[l] $31.00 $26.20 (R) $28.70 (R) $30.70 (R) 

[l] EAS rate increment also applies. See 5.1.1. 

[2] This sheet cancels the following: Original Sheets 39 

(M) Material moved to Sheet 37. 
(Ml) Material moved from Sheet 40. 

Advice No. 1849 

1st Revised Sheet 40. 

Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January 1, 2002 
Title Vice President 

(M) 
(D) 
(M) 

(Ml) 

(C) 
(C)(Ml) 

(N) 

I 
(N) 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

5.2 
5.2.8 

B. 

LOCAL EXCHANGE SERVICE 
US WEST HOME BUSINESS LINE SERVICE 

Terms and Conditions (Cont'd) 

SECTIONS 
2nd Revised Sheet 53 

Cancels 1st Revised Sheet 53 

ii ~ECEIVED • fl 

i! roe 1 'l 2 wm i 
!f f' u C I 
H ,, L Utility Program ; 

4. Additional features to HBL service may be purchased at ousmess ·rates and· 
charges and under terms and conditions specified in other sections of this Tmiff or 
specified elsewhere. 

C. Rates and ee,o 
~llf!p\,,,~ usoc 
~ ~. US WEST HOME BUSINESS 

LINE, each BHS 

NON-
RECURRING MONTHLY RA TE PER RA TE GROUP 

CHARGE 1 2 3 

• USWEST 
HOME BUSINESS 
LINE, each[l) $31.00 

[l) EAS rate increment also applies. See 5.1.l. 

Advice No. 1849 
.Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

$29.45 (R) $31.95 (R) $33.95 (R) 

Effective: January I, 2002 
Title Vice President 

(N) 

500 



US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 SECTIONS 

2nd Revised Sheet 62 
Cancels !st Revised Sheet 62 

EXCHANGE AND 
NETWORK SERVICES 

5. ExcHANGE SERVICES r~~- ~- -~l 
'I RECEIVED \! 

5.3 PRIVATE BRANCH EXCHANGE (PBX) TRUNKS (Cont'd), i, 

FLAT RATE TRUNKS '\ OCT 12200'l \I 5.3.3 . ;\ 
• PUC i\\ 

A. Types of Trunks Utlll~J!rogmm 

• Two-Way, Four-Wire trunk 

~nRi:P\~~1:eD Service and hunting (not available to Joint User 

• In-Only Analog DID trunk provisioned for DID Call Transfer. 

Includes DID Service, hunting and reverse battery signaling. 

B. Te1ms and Conditions 

• The nonrecurring charge may not apply -to customers who subscribe to the two
way, four-wire trunk during the term of a promotion. The promotion will not 
exceed four months. See Section 16 for Special Promotions. 

• The rates listed below do not include the Service Assistance Program surcharge. 

C. Rates and Charges 

NON· 
RECURRING MONTHLY RATE PER RATE GROUP 

usoc CHARGE 1 2 3 

• Two-way, 
four-wire[l] THHCX $31.00 $47 .56 (R) $52.56 (R) $56.56 (R) 

• In-only analog REPLACED 
DID provisioned 
for DID Call 
Transfer[l,2] TRHlX 31.00 47.56 (R) 52.56 (R) 56.56 (R) 

[l] Requires a DID trunk circuit termination. For conditions, rates and charges, see 
DID Service located in 5.3.4. 

[2] Certain switch limitations may apply. 

Advice No. 1849 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: Janumy 1, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTIONS 
1st Revised Sheet 62.l 

Cancels Original Sheet 62. l 

5. EXCHANGE SERVICES i,-~-----------=00--~r 

II 
"'"C"'.J\ll'n') ,\_ 

5.3 
5.3.3 

C. 

PRIVATE BRANCH EXCHANGE (PBX) TRUNKS 
FLAT RA TE TRUNKS 

,,,;.; • B "-'- 'I 

II [ICT l 2 200'! j 
Rates and Charges (Cont'd) 

• Two-way 

• One-way 
in with hunting 

usoc 
TFB 

for DID TDD 

Advice No. 1849 

NON· 
RECURRING • 

CHARGE 

31.00 

31.00 

31.00 

31.00 

Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Ii p\)(} t 
lL lltll!!J,,,~t~Jtji'it~l_=7· ! 

MONTHLY RA TE PER RA TE GROUP 
1 2 3 

$28.20 (R) $30.70 (R) $32.70 (R) 

28.20 30.70 32.70 

28.20 30.70 32.70 

29.56 (R) 32.06 (R) 34.06 (R) 

. Effective: January 1, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

5.4 PREMIUM EXCHANGE SERVICES 
5.4.3 CUSTOM CALLING SERVICES 

D. Rates and Charges 

SECTION 5 
4th Revised Sheet 96 

Cancels 3rd Revised Sheet 96 

i'l,eCEIVi':O 

ocr ·1 2 2001 
PUC 

Ulilily Program 
I 

2. Custom Calling Services, each line (Cont'd) - ----~ 

BUSINESS 

• CALLER ID WITH PRIVACY+ 

• Caller Identification-Name 
and Number 

• Caller Identification-Number 

• Continuous Redial 

• Dial Call Waiting, each line 

• Dial Lock 

• Directed Call Pick Up, 
each line 

• Directed Call Pick Up with 
Barge-In, each line 

• Distinctive Alert, each line 

• Do Not Disturb 

• Easy Access 

• Hot Line, each line an-anged 

! 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000·076 Supplement No. 1 

MONTHLY 
usoc RATE 

NSY $ 1.60 (R) 

EO3 2.00 

ESX 2.00 (R) 

N6S 10.95 

NNK 7.95 

NSD 7.50 

NSS 1.50 (R) 

WDD 2.15 

OC4 3.95 

PUN 1.00 

PUQ 1.00 

DHA 1.00 

~11EPLACFJl-95 

SQAVX 0.98 

HLA 2.00 

-Effective: January 1, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTIONS 
2nd Revised Sheet 136 

Cancels 1st Revised Sheet 136 

5. EXCHANGE SERVICES /
11
1 - -=~-~-

/, l'liec:~mn:m -/ 
5.5 
5.5.7 

Pulluc COMMUNICATIONS SERVICE. COIN AND COINLESS 

PullLIC ACCESS LINE SERVICE (Cont'd) fl rocr J 2 200! I 
C. Rates and Charges P U C 

U!ill!~ Program 
1. Each Basic Public Access Line 

>F :, \)4 mnr,•• 
f••i~~-G-~ 1:1 ~t-,.C.=~oc 
'-A"·\ J!S l!lre ~ " .=:;-
• • - Two-way, 

per line[l] 17Q 

Outgoing only, 
per line[ 1] 

• Measured with 
300 Call 
Allowance 
. Two-way, 

per line[ 1,3] 

• Message 
- Two-way, 

per line[4] 

• Message with 
300 Call 
Allowance 
- Two-way, 

]6Q 

15W 

IMA 

per line[3,4] 1 W3 

• Flat 
- Two-way, 

per line[3] 

• Carrier 
Package[5] 

lKY 

INS 

NON· 
RECURRING 

CHARGE 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

MONTHLY RATE PER RATE GROUP 
1 2 3 

$18.00 $20.50 (I) $22.50 (I) 

18.00 20.50 (I) 22.50 (I) 

26.20 (R) 28.70 (R) 30.70 (R) 

18.00 20.50 (I) . 22.50 (I) 

26.20 28.70 30.70 

28.20 (R) 30.70 (R) 32.70 (R) 

[I] In addition, Business Measured Service usage rates from 5.2 apply. 
[2] The business access line nonrecurring charge specified in 5.2 applies. 
[3] EAS rate increment also applies. See 5.1.1. 
[4] Message usage charge specified, following, applies. 
[5] Outgoing only service commonly used by lnterexchange Carriers. Service includes 

CUSTOMNET Service and local call restrictions. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January I, 2002 
Title Vice President 

504 



US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 SECTIONS 

2nd Revised Sheet 137 
Cancels 1st Revised Sheet 137 

EXCHANGE AND 
NETWORK SERVICES 

5.5 
5.5.7 

C. 

5. EXCHANGE SERVICES r--- A!':~lal;ED 

I OCT ·1 2 2011-' PuBLIC COMMUNICATIONS SERVICE· COIN AND COINLESS ~ ul , 
PuBuc ACCESS LINE SERVICE / p u C 

Rates and Charges (Cont'd) l Utility Program 
' ----~~~-

NON· 
RECURRING MONTHLY RATE PER RATE GROUP (C) 

USOC CHARGE 1 2 3 

- Two-way, 

[2] $27.62 (R) $29.57 (R) 

I 

$31.05 (R) 

I 
per line[ 1] 5FP [2] 27.62 29.57 (R) 31.05 (R) 

• Message 

- Outgoing only, 
per line[3] 14C 

- Two-way, 

[2] 19.24 21.34 (I) 

I 

22.94 (I) 

I 
per line[3] !NH [2] 19.24 (R) 21.34 (I) 22.94 (I) 

3. Message Usage Charges 

• Per message 

[l] EAS rate increment also applies. See 5.1.l. 

[2] The business access line nonrecurring charge from 5.2 applies. 

[3] Message usage charge specified, following, applies. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January 1, 2002 
Title Vice President 

(C) 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION6 
2nd Revised Sheet 30 

Cancels Original Sheet 30(1] 

6.2 

6.2.8 

6. MESSAGE TELECOMMUNICATIONS SERVICE 

STANDARD SERVICE OFFERINGS (Cont'd) 

BUSY VERIFICATION /INTERRUPT SERVICE 

A. Desc1iption 

Bus¥ v()Jgri~;i Interrupt Service provides a calling party with: 

'ifl \6, i~-J;'[i;~ ::~; the status of a line as to whether it is available to be called. 

• The ability to interrupt a communication already in progress in emergency 
situations. 

This service applies to local and long distance calls. 

B. Terms and Conditions 

I. A Busy Verification or Interrupt Charge is applicable only on lines verified as 
having a communication in progress or as available to be called. 

2. A charge will not be applicable for requests for verification of a line when the line 
is determined to have a maintenance problem. 

3. Requests may be billed to a calling card, special billing number or third number. 
See 6.2.1, Operator Service Charges. 

4. No verification or interrupt charge will apply if the requesting customer identifies 
that the call is from an authorized Public Emergency Agency. An authorized 
Public Emergency Agency is defined as a government agency which is operated 
by the Federal, State or local government and has the ca~ility and legal 
authority to provide prompt aid to the pu. b.lic .. in eme. r~,.n~~· '·. ml}l~l'qns. 

_,, ~~~ f:!,,, '{ ,: ~~ 
5. If an operator both verifies the c\f~~\f' gf'"ffi'e "'\ne and interrupts a 

communication on the same request, only the interrupt charge applies. 

C. Charges 

• Each completed request to verify the availability 
status of a line. 

• Each completed request to interrupt a conversation 
on a line. 

[l] This sheet cancels Original Sheet 30.1. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

NONRECURRING 
CHARGE 

$1.40 

2.80 

Effective: January 1, 2002 
Title Vice President 

(N) 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION6 
1st Revised Sheet 43 

Cancels Original Sheet 43[1] 

6. MESSAGE TELECOMMUNICATIONS SERVICE 

6.3 OPTIONAL SERVICE OFFERINGS 
6.3.18 CALLING CONNECTION PLANS 

A. Description (Cont'd) 

Volume Calling Connection 

Customers s~ing to this plan are charged a special rate and will also receive a 
dis,1;oup.i. ~~"lwhhe monthly MTS Plan usage billed to their account. The 

I/'?l ~ fl~1,1},li:r~,api1ri:fs to the customer's total amount of intraLA TA toll billed each 
'.r'·' ,t:\fuorith, per account. Customers will receive Call Detail with this Plan. In 
•• addition, customers will receive a discount on the customer dialed calling card 

station-to-station service charges specified in C., following. 

A multilocation option is available to business customers with additional locations 
within the state. Each different account(s) must have a legal or formal affiliation 
such as a partnership or subsidiary relationship with the main account. A 
maximum number of 25 account(s) must be authorized by the main account. The 
main account and location account(s) must be in the same telephone company 
tenitory. 

The main account and location account(s) will receive an additional discount 
specified in C., following. In addition, customers will receive a discount on the 
customer-dialed calling card service charge specified in C., following. Both the 
main account and each additional location account must be located within the state. 
The monthly rate specified in C. is applied to the main account only. 

[1] This sheet cancels the following: Original Sheet 44. 

(M) Material moved from Sheet 44. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January 1, 2002 
Title Vice President 

(D) 
(M) 

(C)(M) 
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U S WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION6 
3rd Revised Sheet 50 

Cancels 2nd Revised Sheet 50 

6. MESSAGE TELECOMMUNICATIONS SERVICE 

6.3 OPTIONAL SERVICE OFFERINGS 
6.3.18 CALLING CONNECTION PLANS 

C. Rates (Cont'd) 

Volume Calling Connection and Multilocation Option 

MULTILOCATION 
USOC DISCOUNT 

OVDXX 
OVMlM 2% 
OVMlA 2% 

MONTHLY 
RATE 

$5.00 
5.00[1] 

Customers subscribing to this plan will receive a 30% discount on customer dialed 
calling card . station-to-station service charges, in accordance with 6.2. l.E., (T) 
preceding. 

The following table is used to apply rates for calls subscribed to under this plan. 
The time periods for day, evening and night/weekend are the same as found in 
6.2.1.E., preceding. (T) 

INITIAL PERIOD 
(30 SECONDS) 

ADDITIONAL PERIOD 
(6 SECONDS) 

• All Days and Hours $0.035 (R) 

VOLUME DISCOUNT 
MONTHLY 

PLAN USAGE 

$0.007 (R) 

ADDITIONAL 
DISCOUNT 

[l] Applies in lieu of monthly rate for Volume Calling Connection. 

Advice No. 1849 
.Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January 1, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION6 
3rd Revised Sheet 52 

Cancels 2nd Revised Sheet 52[2] 

6. MESSAGE TELECOMMUNICATIONS SERVICE 

6.3 OPTIONAL SERVICE OFFERINGS 
6.3.18 CALLING CONNECTION PLANS 

C. Rates (Cont'd) 

SUPER SAVINGS Calling Plan 

NON· 
RECURRING 

CHARGE 

$3.00 

INITIAL 
(30 SEC.) 

$0.040 

RATE PERIOD 
ADD 1L. 

(6 SEC.) 

$0.008 

[l] Partial minutes are treated as full minutes for billing purposes. 

[2] This sheet cancels the following sheet: 5th Revised, Sheet 53. 

(M) Material moved to Sheet 51. 

(Ml) Material moved from Sheet 53. 

Advice No. 1849 

INITIAL OR 
ADD'L MIN[l] 

$0.08 (R) 

Issued by US WEST Communications, Inc. 
By J. A. Peppler 

Effective: January I, 2002 
Title Vice President 

OR2000-076 Supplement No. 1 

(C)(Ml) 
(D) 

(D) 
(T) 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION9 
1st Revised Sheet 33 

Cancels O1iginal Sheet 33 

9. CENTRAL OFFICE SERVICES 

9.1 DIAL SWITCHING SYSTEMS 
9.1.3 CENTRAFLEX SYSTEM 2 

D. Rates and Charges 
3. Optional Line F:lu~.~-. (Cont'd) 

r\ 1: \r';,\\ )) 
•• ,,;1 '(1'.';\? !('.\ \,OJI h' 

\:1;:i \ ~:.St1 

\\~~ i' • 

• Speed Calling[l] 

- Six code list, customer 
changeable, per line 

- Thirty code list, customer 
changeable, per line 

Each additional line 
using list, per line 

usoc 

ESTlL 

ESf:IL 

ESFAL 

NONRECURRING 
CHARGE 

$3.25 

3.25 

3.25 

MONTHLY 
RATE 

$2.75 

I.SO (R) 

1.00 

[l] Only the line assigned the Speed Calling list has the ability to change it. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January I, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION9 
4th Revised Sheet 17 4 

Cancels 3rd Revised Sheet 174 

ri-·-·~~='--~~--== . 

9. CENTRAL OFFICE SERVICES J P.ECl"'IVED 

9.1 DIAL SWITCHING SYSTEMS 
9.1.17 CENTREX21 SERVICE (Cont'd) 

E. Rates and Charges 

1. Centrex 21 Analog Station Line 

c;z:,J '<l"-\0 

i1, 

1 oc~, 1 2 200·1 I 
I 
I 

PUC 
Uiili\y Prog1mn 

- ==-~· 

• ,,Ml'lptri'i'tR~~\~i
1
s'tation Line 

,,t')l \~i l'ril~ Sfatiilized Station Line . . . 
•;t \\ \\·•Month-to-Month Electronic Business Set Stat10n Lme 
• • • Rate Stabilized Electronic Business Set Station Line 

usoc 
RXB 
RSX 
R63 
R6V 

- 2 - 50, lines each 

NON· 
RECURRING 
CHARGE 

- Month-to-Month $31.00 

- 12 to 36 Months 31.00 

- 37 to 60 Months 31.00 

2. Centrex 21 ISDN 2B+S, 
(digital, voice only) line 

• 2 - 50, lines each 

$110.00 

[l] Customers in Rate Group 3 see 109.1.17. 

Advice No. 1849 
.Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

MONTH!., Y RA TE 
PER RA TE GROUP[l] 

1 2 

$46.95 (I) $46.95 (I) 

24.89(R) 31.57 (R) 

23.58 (R) 30.14 (R) 

usoc 

$68.00 $61.60 $59.00 

Effective: January l, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 109 
Original Sheet 58.7 

109. OBSOLETE CENTRAL OFFICE SERVICES 

109.1 DIAL SWITCHING SYSTEMS (Cont'd) 

109.1.17 CENTREX 21 SERVICE 

A. Rates and Charges 

1. Centrex 21 Analog Station Line 
"".rm<'-~ 

. ~~'{& ;_i \) ~· ·::,;-, th ; ' .. f' -~,k 1A-i 
+Y•<:a. eis ... it_?J)\ !"l.r,,:, -,l.fJ\c .•• ,?.- • . \c,tl'rM.onl, 0to-Month Stat10n Lme 
1 '• "Rate Stabilized Station Line 

• Month-to-Month Electronic Business Set Station Line 
• Rate Stabilized Electronic Business Set Station Line 

- 3 - 50, lines each 

NON- MONTHLY RATE 
RECURRING RATE GROUP[!] 
CHARGE 3 

- Month-to-Month $31.00 $65.13 (I) 

- 12 to 36 Months 31.00 56.44 (I) 

- 37 to 60 Months 31.00 54.70 (I) 

PUC 
UWH:, Prormm 

usoc 
RXB 
RSX 
R63 
R6V 

·- =-

[l] Rate Group 3 rates for Centrex 21 Analog Station Lines will apply for existing 
customers only as of the effective date of Original Sheet 21. 

. (M) Material moved from Sheet 58. l. 

Advice No. 1849 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January 1, 2002 
Title Vice President 

(M) 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 14 
3rd Revised Sheet 34 

Cancels 2nd Revised Sheet 34 

14. INTEGRATED SERVICES DIGITAL NETWORK 

14.3 PRIMARY RA TE SERVICE OFFERINGS 
ii 

i'lEC!al\fED ii 
14.3.1 PRIMARY RATE SERVICE 

D. Rates and Charges (Cont'd) 
I 
" [lCT ·J 2 20D'l 1 
j 
) PUC 
,, 

uumy Progmm I 

NONRECURRING MONTHLY 
USOC CHARGE RA TE 

• Call-By-Call[2,3] PT31C $ 50.30 $ 17.20 (R) 

• Dedicated 

- Inward[2] PT311 50.30 17.20 

- Outward[3] PT310 50.30 17.20 

- 2-Way[2,3] PT312 50.30 17.20 (R) 

4. Circuit-Switched Data Connection, 
per Tl facility 

• 23B data only channels PT3TA 1,265.00 583.00 

• 24B data only channels PT3TB 1,340.00 608.00 

5. UAS Network Connections, 
per TI facility[3] ~ ,.,,e,00. - (f"",\ •. \ .. -"'' ',\ • 

• UAS Network Connection \\ 
1/);~I-!z'oo.'·. • 752.00 (R) ,r,,·,~<"· ;-- vfr , .oo 

• 
\(,\ s-:>'\ 

Two-Way Network Connection '- ~ NW02X 1,200.00 752.00 

• In-Only Network Connection NWOIX 1,200.00 752.00 (R) 

[I] ISDN Trunk Connections charges do not apply to B-channels on Circuit Switched 
Data PRS or UAS, 

[2] Requires a Direct-Inward-Dialing (DID) trunk circuit te1mination. See 5.3.4 for 
terms, conditions, rates and charges applicable to DID service. 

[3] EAS charges as specified in 5.1.1 also apply. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

· Effective: January 1, 2002 
Title Vice President 

I 
J 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 SECTION 14 
EXCHANGE AND 3rd Revised Sheet 38 
NETWORK SERVICES Cancels 2nd Revised Sheet 38 

14. INTEGRATED SERVICES DIGITAL NETWORK r -i'li,:Ci::l~V~teD-···~~. 

II OCT J 2 2001 
14.3 PRIMARY RATE SERVICE OFFERINGS 
14.3.1 PRIMARY RATE SERVICE 

D. Rates and Charges (Cont'd) 

12. ISDN Trunk Connection, per B-channel 

- Dedicated 

- Inward[l] 
- Outward[2] 
- 2-Way[l,2] 

• 5-YearP!an 

- Call-By-Call 
- 2-Way[l,2] 

- Dedicated 

Inward[l] 
- Outward[2] 
- 2-Way[l,2] 

13. UAS Network Connections, 
per Tl facility 

• 3-Year Plan 

- Two-Way 
- In-Only 

• 5-Year Plan 

- Two-Way 
- In-Only 

usoc 

PT332 

PT331 
PT33O 
PT332 

PT352 

NWO23 
NWO13 

NWO25 
NWOl5 

STABILIZED 
NONRECURRING 

CHARGE 

$ 45.15 

45.15 
25.15 
45.15 

600.00 
600.00 

i ? u C I l\ i 

!1.~urn1_~?~~' 

STABILIZED 
MONTHLY 

RATE 

$ 32.02 (R) 

32.02 
16.34 
32.02 

30.33 

30.33 
15.48 
30.33 (R) 

752.00 (R) 
752.00 

752.00 
752.00 (R) 

[l] Separate DID Trunk Termination charges do not apply. 
[2] EAS charges as specified in 5.1.1 also apply. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January I, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION15 
2nd Revised Sheet 7 

Cancels 1st Revised Sheet 7 

15. MISCELLANEOUS SWITCHED DIGITAL SERVICE 0FFERINis - R\cCl':IVED 
1

1

1

' 

! 
! OCT l 2 2001 l 15.1 DIGITAL SWITCHED SERVICE (DSS) 

D. Rates and Charges (Cont'd) PUG I' 
;l lJUli~• Pi~t?.~!:a.r~~==-~ I 

• Two-way trunk[l,2] 

3. Advanced trunks with 
flat usage, each 

• In-only trunk[l,3] 

• Out-only trunk with 
answer supervision[2] 

• Two-way trunk with 
answer supervision[l,2,3] 

• Two-way data trunk[l,2,3] 

usoc 

T2D1X 

T2DOX 

T2DCX 

T2JIX 

T2JOX 

T2JCX 

T2JCD 

NONRECURRING 
CHARGE 

$50.30 

50.30 

50.30 

50.30 

50.30 

50.30 

50.30 

-~NTHLY 
RATE 

$17.20 (R) 

17.20 

17.20 

17.20 

17.20 

17.20 

17.20(R) 

[1] Hunting from 5.4.11, is available at cun-ent rates for basic trunks, if requested. 
Hunting is required for advanced trunks. 

[2] Extended Area Service increments apply as specified in 5.1. 

[3] Requires a Direct-Inward-Dialing (DID) trunk circuit termination. See 5.3.4 for 
terms, conditions, rates and charges applicable to DID service. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: Janumy 1, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INCo 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION15 
2nd Revised Sheet 8 

Cancels 1st Revised Sheet 8 

15. MISCELLANEOUS SWITCHED DIGITAL SERVICE OFFERINGS 

15.1 DIGITAL SWITCHED SERVICE (DSS) 
D. Rates and Charges (Cont'd) 

5. Resale advanced trunks with 
flat usage, each 

• In-only trunk[l,3] 

• Out-only trunk with 
answer supervision[2] 

• Two-way trunk with 
answer supervision[l,2,3] 

• Twocway data trunk[l,2,3] 

usoc 

T2KlX 

T2KOX 

T2KCX 

T2ZlX 

T2ZOX 

T2ZCX 

T2ZCD 

NONRECURRING 
CHARGE 

$50.30 

50.30 

50.30 

50.30 

50.30 

50.30 

50.30 

$17.20 (R) 

17.20 

17.20 

17.20 

17.20 

17.20 

17.20 (R) 

[l] Hunting from 5.4.11, is available at current rates for basic trunks, if requested. 
Hunting is required for advanced trunks. 

[2] Extended Area Service increments apply as specified in 5.1. 

[3] Requires a Direct-Inward-Dialing (DID) trunk circuit termination. See 5.3.4 for 
terms, conditions, rates and charges applicable to DID service. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

- Effective: January 1, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 15 
1st Revised Sheet 12.1 

Cancels Original Sheet 12.1 
- ~...=.>=·-,-----==--............... 11 

15. MISCELLANEOUS SWITCHED DIGITAL SERVICE 0FFERINGJ\ ___ l'lECl:IVE'D \\ 

15.1 DIGITAL SWITCHED SERVICE (DSS) • i\ IDCT 1 {; 20fl'l ! 
D. Rates and Charges \'I p \l c ii 

7. Rate Stab1hty Plan 11 ·,l!ili!v Prngmm .I' 
e. (Cont'd) ! • ---

(2) 3-.Year,l~J::i_f"'i,rf) 
;:Pel, i . !~ \l,}.7 . 

15) ~\i{l'la'sit trunks with flat 
,, ... , ,I.,,,. usage, each[l] 

- In-only trunk 
- Out-only trunk 
- Two-way trunk 

• Advanced trunks with flat 
usage, each[l,2] 
- In-only trunk with DID 
- Out-only trunk with 

answer supervision 
Two-way tiunk with DID 
and answer supervision 

• Resale advanced trunks with 
flat usage, each[l,2] 
- In-only trunk with DID 
- Out-only trunk with 

answer supervision 
- Two-way trunk with DID 

and answer supervision 

NONRECURRING 
USOC CHARGE 

T5Fl3 
T5FO3 
T5FC3 

TY413 

TY4O3 

TY4C3 

$25.15 
25.15 
25.15 

45.15 

25.15 

45.15 

STABILIZED 
MONTHLY 

RATE 

$16.58 
16.58 
16.58 

32.02 (R) 

16.34 

32.02 

32.03 

16.34 

32.02 (R) 

[l] Requires a 1-, 3- or 5-year contract for the DSI facility in addition to this rate. 

[2] Separate DID Trunk Termination charges do not apply. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January I, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION15 
5th Revised Sheet 13 

Cancels 4th Revised Sheet 13 

15. MISCELLANEOUS SWITCHED DIGITAL SERVICE OFFERINGS r---RE~~""1\IE;~-~':.\ 
I . 

15.l DIGITAL SWITCHED SERVICE (DSS) • i) ,,.,.,= ,J 'l 2001 1 
D. Rates and Charges :, 11,,1'\, ! • -'- J 

7. Rate Stability Plan i\ p u o \ 
e. (Cont'd) l Utilltll Program ii 

,1. ~ ,..,.- -·---·-" 

~# t ( ) ) 
"'""\',!>"' VrY 

!':\_ ILo '"$' • 

J,;alt1fthl;Jar'¥>fan 
P»:l{:\\ \ 

\ft\;¢"' • Basic trunks with flat 
usage, each[l] 
- In-only trunk 
- Out-only trunk 
- Two-way trunk 

• Advanced trunks with flat 
usage, each[l,2] 

In-only trunk with DID 
- Out-only trunk with 

answer superv1s1on 
- Two-way trunk with DID 

and answer supervision 

• Resale advanced trunks with 
flat usage, each[l,2] 
- In-only trunk with DID 
- Out-only trunk with 

answer superv1s10n 
Two-way trunk with DID 
and answer supervision 

NONRECURRING 
USOC CHARGE 

TSF15 
TSFOS 
TSFCS 

TY415 

TY4O5 

TY4C5 

TY515 

STABILIZED 
MONTHLY 

RATE 

$16.05 
16.05 
16.05 

30.33 (R) 

15.48 

30.33 

30.33 

15.48 

30.33 (R) 

[l] Requires a 1-, 3- or 5-year contract for the DSl facility in addition to this rate. 

[2] Separate DID Trunk Termination charges do not apply. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January 1, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 15 
2nd Revised Sheet 14 

Cancels 1st Revised Sheet 14 

11===== 

15. MISCELLANEOUS SWITCHED DIGITAL SERVICE OFFERINGS f r A:ECEIVED ~I 
15.1 DIGITAL SWITCHED SERVICE (DSS) ii. fC),.,, f j 2 2.am j 

D. Rates and Charges (Cont'd) 1 p u c 
iL_~IWiiy F'U.lf}{J.1m 

8. Digital Switched Service Volume Discount Plan -~ • ~-=·-·" 

a. The D!gital ~~tfllrd Service Volume Discount Plan is available to custom_ers 
subsc11-1¥.~<¥:lJJJi>Fe than 50 DSS_ trunks at 1 pr~rmses on 1 customer b1llmg 

,,.&'fi9,Jl\b~;i"•·;rrfe c.hscountedrate, spec1f1ed below, begms with the 51st DSS trunk at 
1;-;:c") f"'"'t#'f \lame customer prermses. The same customer must subscnbe to discounted (T) 
\f"'\ '1/lrunks but the customer billing number may be different than the initial (T) 

50 liunks. 

b. Trunks other than DSS trunks, utilizing the DSS common equipment, will not be 
discounted. 

c. Rates and charges specified in either 1. or 5., preceding, apply to the DSS facility (T) 
and common equipment and are not part of the Volume Discount Plan. 

d. Rates and Charges for 51 Trunks and Above 

• Basic trunks with flat 
usage, each 

- In-only trunk[ 1 J 
- Out-only trunk[2] 
- Two-way trunk[l,2] 

NONRECURRING 
USOC CHARGE 

MONTHLY 
RATE 

$17.20 (R) 
11.20 I 
17.20 (R) 

[l] Hunting from 5.4.11 is available at cuJTent rates for basic trunks, if requested. 
Hunting is required for advanced trunks. 

[2] Extended Area Service increments apply as specified in 5.1. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January 1, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND. 
NETWORK SERVICES 

SECTION15 
2nd Revised Sheet 15 

Cancels 1st Revised Sheet 15 

lip=~~ - =~........,....,.=----=11 

1 R~CElVED 'l 
15. MISCELLANEOUS SWITCHED DIGITAL SERVICE OFFERINGS 

'.' I tDCT 1 ;, " , 15.1 DIGITAL SWITCHED SERVICE (DSS) 
D. Rates and Charges I 

~I ~.~tJ!'illf,. i;;•, •• ,.~~--8. Digital Switched Service Volume Discount Plan 
t' L ,._-1 

d. Rates and Charges for 51 Trunks and Above (Cont'd) 

- Out-only trunk with 
Answer Supervision[3] 

- Two-way trunk with 
Answer Supervision[ 1,2,3] 

- Two-way data 
trunk [l,2,3] 

• Resale basic trunks 
with flat usage, each 

- In-only trunk[!] 

Out-only trunk[3] 

Two-way trunk[l,3] 

NONRECURRING MONTHLY 
USOC CHARGE RA TE 

2LJ1X $50.30 $17.20 (R) 

2LJOX 50.30 17.20 

2LJCX 50.30 17.20 

2LJCD 50.30 17.20 

2LZIX 

2LZOX 

2LZCX 

50.30 

50.30 

50.30 

17.20 

17.20 

17.20 (R) 

[!] Hunting from 5.4.11 is available at cuITent rates for basic trunks, if requested. 
Hunting is required for advanced trunks. 

[2] Requires a Direct-Inward-Dialing (DID) trunk circuit termination. See 5.3.4 for 
tenns, conditions, rates and charges applicable to DID service. 

[3] Extended Area Service increments apply as specified in 5.1. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

• Effective; January 1, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 SECTION 15 
EXCHANGE AND 2nd Revised Sheet 16 
NETWORK SERVICES Cancels 1st Revisedlf neef~~~EIVR:D 

15. MISCELLANEOUS SWITCHED DIGITAL SERVICE OFFERINGS ·.! ffJCT '; C; ~' 

15.1 DIGITAL SWITCHED SERVICE (DSS) j l!l!'''• '" 
D. Rates and Charges i • 

8. Digital Switched Service Volume Discount Plan 
d. Rates and Charges for 51 Trunks and Above (Cont'd) 

NONRECURRING MONTHLY 
usoc CHARGE RATE 

• R~sal• e adv. l·"'':.1f;}W]'.ks 
with ~atr:p.;s ~~,lleJ!cll? 

?if:\;\\\.)"'\ -
l'A~e' n-only trunk[l,2] 2LN1X $50.30 $17.20 (R) 
\ (\\ ""' ' 

- Out-only trunk with 
Answer Supervision[3] 2LNOX 50.30 17.20 

- Two-way trunk with 
Answer Supervision [ 1,2,3] 2LNCX 50.30 17.20 

- Two-way data trunk[l,2,3] 2LNCD 50.30 17.20(R) 

[l] Hunting from 5.4.11 is available at current rates for basic trunks, if requested. 
Hunting is required for advanced trunks. 

[2] Requires a Direct-Inward-Dialing (DID) trunk circuit termination. See 5.4.3 for 
terms, conditions, rates and charges applicable to DID service. 

[3] Extended Area Service increments apply as specified in 5.1. 

Advice No. 1849 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January 1, 2002 
Title Vice President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION15 
2nd Revised Sheet 21 

Cancels 1st Revised Sheet 21 
c--==----==----=,..-----------

11 A"'CEIVED 

15.3 

15. MISCELLANEOUS SWITCHED DIGITAL SERVICE OFFERINGSI ,_ 

UNIFORM ACCESS SOLUTION SERVICE (Cont'd) IL' iQCT 1 2 2001 
I P\JG l 

D. Rates and Charges LHilil'/ Progmm J 
--- -=- ' ~-------== 

UAS Service will be provided at the following rates and charges. The following 
nonrecurring charge applies to add or change UAS Service. UAS DS l facility and 
common equipment in quantities greater than 10 shall be priced on an Individual 
Case Basis. <"1·""-,,.s--» ,, \'\ 

.. t0' ,;f" \/,?' 
,. ~-. tr-_';,. \ ,\_,::! :\,," 

Al~ h:\ . . [?'<' 
'{?: \"'" \""' 

• {~f'D;l facility with common 
equipment, per facility 

- Month to Month 

Rate Stability Plan 
- 3 years 
- 5 years 

• One DS 1 facility with common 
equipment provisioned on 
DS3 Service, per each DS l 
facility activated[l] 

• UAS Network Connection, 
per DS l facility 

i 

• Two-Way Network Connection, 
per DS l facility 

- Rate Stability Plan 
- 3 years 
- 5 years 

• In-Only Network Connection, 
per DS 1 facility 

Rate Stability Plan 
- 3 years 
- 5 years 

usoc 
NONRECURRING 

CHARGE 

DlOXM $ 900.00 

D10X3 900.00 
D10X5 900.00 

D30 

NWO 

NWOlX 

NW013 
NW015 

900.00 

1,200.00 

1,200.00 

600.00 

MONTHLY 
RATE 

$137.00 (R) 

123.30 (R). 
109.98 

752.00 (R) 

752.00 

752.00 
752.00 (R) 

950.00 

950.00 
950.00 

[l] Also requires a DS3 facility and multiplexing specified elsewhere. 

Advice No. 1849 
Issued by US WEST Communications, Inc. 
By J. A. Peppler 
OR2000-076 Supplement No. 1 

Effective: January 1, 2002 
Title Vice President 
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COMPANY I ADVICE#: (__><~.ff 

TO: LANCE BALL / 

FROM: JANICE FULKER 

NEWTAW,FF 'F±i:;fiNt1 
Please check names of persons to whom we should provide a copy of the attached tariff filing. 
Please return the entire package to me within one (1) day. Please indicate "P" for principal staff. 
Thank you. l . ) " • . 

/ . o,rv•A ~ov!r l.Tl&, l(+ { (6f'j ~- ydl&u {7~fU 
\ Ball ~ / 1 

lli~ . . 

--Carter . 115<1iit,Y\je, . ,,. p olisf -f ('p.1cu./iv 5µi61:.S 
--Emmons zjlill( . "' . , , c'. l J nd p,,,r ~\.~.tlJit(i,&!, \l •• , 

1
7 Sloan ~l ''1"'1 :lr7v{ (1/Z. !;c , 2,ct + t.'itl:.{) p ·r/ 11, /)f'lPiS..S ;p Stanage ~ V • I f c,r~, ~- ' t, 1"1' u • 

',( Nyegaard ( cover letter only) / / ~ Cow<//\ r'.6 1../ !; / €)~~1~ . 
f::: Other (Please name: 1,/=-J,-;? ~ ~#'~ 1 1 ) • . \ 

v ; • • 'f)l11_ 1' /1/Z N ?!::1 LA<'J':(S') Does Staff plan to take to public meeting? / [ y 1.. L O • r - " 
Is Prehearing conference necessary? 1... 11 11 N0 , '?.% LM·i'v~({ l 
Should an ALJ be assigned? . I' / 

f f Cot) 1/6rfo,~fl)_f(S 'f· (1Jv,tl/•·E,fJ Jd16fS 
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WILLIAMS Kathy 

From: 
Sent: 
To: 
Cc: 
Subject: 

Importance: 

BALL Lance 
Thursday, December 27, 2001 10:30 AM 
WILLIAMS Kathy 
VANLANDUYT Cynthia; TURNER Tom; STANAGE Jim; SLOAN David 
UT 125 Compliance Filing 

High 

Kathy, all staff (Cynthia VanLanduyt, Tom Turner, Jim Stanage, and Dave Sloan) involved in 
the recent UT 125 compliance rate filings have given me their assent that the supplemented 
rates are in compliance to Order No. 01-810. Please prepare an acknowledgment letter for 
Phil Nyegaard's signature. Thank you. 

1 
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ORDERNO. () Q - I 9 1 ''""~s 

ENTERED APR 1 'i l.iJU~ 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

UT 125/UT 80 

In the Matter of the Application of 
U S WEST Communications, Inc., for 
an Increase in Revenues. 

) 
) 
) 

ORDER. 

.. DISPOSITION: PORTIONS OF ORDER NOS. 96-183 AND 97-171 
READOPTED 

This is a companion order to Order No. 00-190, entered this date. In that 
order, among other things, we rescinded Order Nos. 96-183 and 97-171 in compliance 
with the Stipulation, which we adopted as modified. In the cmrnnt order, we readopt 
portions of those orders. The readopted portions either explain methodology or are 
unaltered by the Stipulation. This readopting order should be read in conjunction with 
Order No. 00-190 for an understanding of all modifications to Order No. 97-171. 
Appendix B to Order No. 00-190, Results of Operations, gives a synthetic overview of 
the effect of all changes to and readoptions of Order No. 97-171. 

In summa1y form, we set out below modifications to and readoptions of 
Order No. 97-171, as a result of adopting the Stipulation in Order No. 00-190. 

a) Issue 1, Test Year,,pages 8-20, is readopted. 
b) Issue lb, Net to Gross Factors: 
• The discussion on page 9 of Order No. 97-171 is readopted. 
• The stipulated factors are weighted based on the revenue distributions used in 

settlement ofissue 11, Refund Procedures. 
• The factors shown in Order No. 97-171, Appendix A, page 21, are readopted. 
• The weighted net to gross factors from Appendix B, Lambeth/2, Column 4, of 

Order No. 00-190 are added. 
c) Issue 2, Cost of Capital, the discussion on pages 20-37 .of Order No. 97-171 is 

readopted. 
d) Issue 3a, US WEST Direct Yellow Pages Revenue Imputation (see Order No. 00-190, 

Appendix B, Column 16), the discussion on pages 37-43 is readopted except: 
• USWC may continue to use the retention rate from UT 102, in effect since 

June 1992; and 
• Foreign direct01y revenues are r~moved from the imputation, 
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e) Issue 3b, US WEST Direct Yellow Pages Revenue Growth, the discussion on 

page 43 is readopted, but the amount in Appendix A, Column 16a, is amended to 
reflect the $0.3 million reduction in growth due to exclusion of foreign directory 
revenues and the change in retention rate. See Order No. 00-190, Appendix B, 
Column 16a. 

:t) Issue 4, Affiliated Interests and Corporate Allocations, the Issue 4 adjustments at 
pages 44-59 are readopted. 

g) Issue 5, UP 96 Sale of Exchanges, the Issue 5 discussion at pages 59-62 is 
readopted, 

h) Issue 6, Operating Revenues, the discussion at pages 62-68 is readopted. 
i) Issue 7, Employee Benefits, the discussion at pages 68-72 is readopted. 
j) Issue 8, Operating Expenses and Taxes, the discussion at pages 72-83 is readopted 

except as modified with respect to Issue 8f and Issue 8n. Issue 80 is added as 
shown in Order No, 00-190, Appendix B, Column 59. See Order No. 00-190, 
Appendix A, Paragraph 12. 

• Issue 8f, ORS 291.349 Income Tax Refund: Staff modified adjustments at 
Issues 3 and 9 that affected taxable income. The Issue 8f discussion at 
pages 72-73 is readopted, but the amounts in Column 42 of Appendix A to Order 
No, 97-171 are amended as shown in Order No. 00-190, Appendix B, Column 42. 

• Issue 8n, PUC .Fee Increase: The discussion at page 83 is readopted, but the· 
amounts in Appendix A, Column 49a, of Order No. 97-171 are amended as shown 
in Order No, 00-190, Appendix B, Column 50, 

k) Issue 9, Service Quality and Reengineering: 
• The findings regarding Issue 9a and 9b at pages 83-93 are readopted. In Order 

No, 97-171, Appendix A, the revenue requirement consequences of these issues 
are shown in Columns 50 and 51. In Order No. 00-190, Appendix B, they are 
shown in Columns 51 and 52. 

• Issue 9c, Service Quality: Staff added Issue 9d, New Plant Investments and 
Related Costs, for settlement purposes. That addition changed the revenue 
requirement oflssue 9c, The discussion at pages 93-101 of Order No. 97-171 is 
readopted, but the amount shown in Appendix A, Column 52, of Order 
No, 97-171 is amended to include the Issue 9d effects on the service quality 
adjustment. The new amount is shown in Order No. 00-190, Appendix B, 
Column 53. 

• Issue 9d, New Plant Investments and Related Costs: Staff added rate base and 
related expenses t9 recognize investment made from May 1996 through 
December 1998, as shown in Column 54, Appendix B to Order No. 00-190. 

l) Issue 10, Final Test Year Separation Factors: Staff modified adjustments at 
Issues 3a, 3b, and 9d for settlement purposes. Staff calculated the intrastate 
effects of each adjustment on the final separation factors. The discussion at 
page 101 of Order No. 97-171 is readopted, but the amounts shown in 
Appendix A, Column 53 of that order are amended as shown in Order 
No. 00-190, Appendix B, Column 56. 

m) Issue 11, Refund Procedures: The discussion at pages 101 to 107 is readopted 
except: 1) the interest rate is revised; 2) the refund eligibility date is updated from 
May 19, 1997, to reflect the provisions of the Stipulation, Appendix A to this 
order, starting at 3; 3) we update the date when the refund will begin, in 
accordance with the Stipulation, supra; 4) we allow a refund for former 
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customers; and 5) we allow tempormy rate reductions and bill credits as provided 
in the Stipulation. 

• Issue I la, Amount of Refund: We revise the conclusions to allow refunds to be 
based on an amount lower than the adjusted test year revenue requirement. 

• Issue 11 b, Interest Rate for Refund: The interest rate for the refund shall be 
8.77 percent. 

• Issue 1 lc, Distribution of Refund: We update the refund eligibility date from 
May 19, 1997, to be consistent with the Stipulation, Order No. 00-190, 
Appendix A, Paragraph I. 

n) Issue 12, Cash Flow; Issue 13, Business Valuation: These issues were combined 
in Order No. 97-171 at pages 107-113. The issues were part ofUSWC's 
m·gument that Staffs proposed revenue requirement was unreasonable. Because 
USWC agreed to a revenue requirement in the Stipulation, these issues m·e moot 
and are not readopted. 

o) Issue 14, Effect of UM 351 on access revenues: The discussion on page 114 is 
readopted. 

p) Ordering Paragraph 4f, at page 115 of Order No. 97-171: Distribution of the 
Refund: This paragraph is readopted. 

ORDER 

IT IS ORDERED that: 

I. Portions of Order No. 96-183 are readopted, as set out below. 

Order No. 96-183. This order clarifies the refund procedures for potential 
overearning during the period in which rates were interim following termination of the 
Alternative Form of Regulation plan. As a result of the Stipulation adopted in Order 
No. 00-190, the Resolution, Conclusion, and Order sections of this order are not 
readopted. However, we do readopt the Introduction, and Discussion sections of the 
order from pages 1-3 of the original Order, as set out below: 

Introduction 

In response to reduced service quality by US WEST 
Communications, Inc., (USWC), this Commission 
recently terminated the company's alternative form 
of regulation (AFOR) plan authorized in Order 
No. 91-'1598. USWC subsequently filed this Petition 
for Clarification and Request for Ruling 
concerning the interpretation of Order No. 91-1598 
with respect to the "procedures to be followed or 
the rates to be charged by USWC in the event the 
[AFOR] is terminated prematurely[.)" USWC contends 
that, in determining whether a refund is 
warranted, we must review the company's actual 
earnings for the period during which interim rates 
were in effect. 

3 

286 



ORDER NO. 0 Q - 19 1 .,,,,~ 

Staff filed a reply to USWC's petition and 
disputes the company's interpretation of the 
refund provisions. It contends that the January 1 
to September 30, 1995, annualized test year, as 
modified by adjustments ordered in pending docket 
UT 125, should be used to determine if the company 
overearned during the interim rate period. On 
July 11, 1996, USWC filed a response to Staff's 
reply. 

Discussion 

In November 1991, the Commission offered USWC an 
AFOR plan under terms and conditions set forth in 
Order No. 91-1598. USWC accepted the offer, and 
the AFOR was implemented effective January 1, 
1992. 

Among other things, Order No. 91-1598 contained 
the method for determining the amount of refund by 
USWC upon a premature termination of the AFOR. The 
relevant language in that order provides: 

The Commission finds that the [AFOR] 
stipulation should be modified to include a 
provision which protects USWC and its 
customers in the event the Plan is terminated 
prematurely due to one of the [specified 
conditions.) We propose that Paragraph 10 
should be amended to include the following 
language [ : J 
* * * * * 
(2) If the Commission declares the plan 
terminated, it may also order USWC to refrain 
from making any further changes in rates or 
terms of price listed services. ***The 
Commission may also initiate an investigation 
to determine the rates and terms of service 
which should be placed in effect on a 
permanent basis. 

(3) Unless otherwise ordered by the 
Commission, rates authorized under (2) of 
this subparagraph after the plan has been 
terminated shall be considered interim rates 
subject to refund. The amount subject to 
refund with interest shall be that portion of 
USWC's earnings which the Commission finds 
have exceeded a reasonable rate of return, 
commencing with the date of the order 
terminating the plan and ending with the date 
that permanent rates are set and are in 
effect. For purposes of determining the 
amount of the refund, the_ Commission shall 

4 
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not be bound by the provisions of this 
paragraph or any other provision of the Plan. 

* * * * * 

The amendments proposed by the Commission are 
intended to remove any uncertainty regarding the 
procedures to be followed in the event the Plan is 
prematurely modified or terminated. The changes 
will also prevent USWC from over or under earning 
while proceedings are held to establish new 
permanent rates. To clarify: Subparagraph 
(2) provides that the Commission may freeze the 
rates charged by USWC at the levels in effect on 
the date the plan is terminated. The Commission 
would likely choose this option if the Plan is 
terminated because USWC's earnings have exceeded 
the upper limits established in the Plan. * * * 
Lastly, subpar.agraph (2) permits the Commission to 
initiate a separate proceeding to determine the 
permanent rates to be charged. 

Subparagraph (3) specifies that the rates in 
effect from the date the plan is terminated until 
the date new permanent rates are set shall be 
interim rates subject to refund. A refund will 
take place only where USWC has been determined to 
have been overearning. The amount of any refund 
will equal the difference between the amount USWC 
is actually earning and the amount subsequently 
found to be reasonable. Any refunds will accrue 
interest at USWC's authorized rate of return on 
rate base. 
Order No. 91-1598 at 27-29 (footnote omitted) 
(emphasis added). 

Relying on the italicized language, USWC contends 
that, now that the AFOR has been terminated, our 
refund determination must be based on an 
examination of the company's actual earnings 
during the period rates are interim. Comparing the 
process to a true-up of base earnings in an 
application for deferral under ORS 759.200(4), it 
argues that earnings cannot be adjusted for 
disallowances imposed retroactively, for 
annualization of intra-period events, or 
normalization adjustments for nonrecurring and 
unusual events. 

Staff disputes USWC 1s assertions and presents a 
different interpretation of the language cited 
above. It contends that the amount subject to 
refund is equal to the difference between the 
permanent rate level established by the Commission 
and the current, interim rate level, assuming that 
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the latter amount of revenues is greater than the 
former. It argues that the Commission used the 
term "interim rates" to refer to the commonly 
understood method of refund determination used in 
ORS 757.215(4) and 759.185(4). 

2. Portions of Order No. 97-171 are readopted, as set out below. 

Orcle1· No. 97-171. This is the order in which the Commission determined 
the revenue requirement for USWC. Appendix A to this order, Results of Operations, is 
based on Appendix A to Order No. 97-171. References to Adjustments by number are to 
this Appendix. Figures or notes that have changed in Appendix A to Order No. 97-171 
have been blanked out in Appendix A to this order. For a summary of the effects of 
readoption and of portions of Order No. 97-171 and the modifications to the conclusions 
of that order mandated by the Stipulation adopted in Order No. 00-190, see Appendix B 
to Order No. 00-190. 

Appendix B to this order is the same Appendix B as to Order No. 97-171, 
the First Stipulation. Appendix C, and Appendix D are also the same as the same 
designated appendices to Order No. 97-171. Appendix Eis not readopted. 

Issue J. Test Year. The discussion at pp. 8-20 of Order No. 97-171 is 
readopted. 

ISSUE 1: TEST YEAR 
Completely Settled Issues: 

• Issue la(2), Annualization Methods 
(Adjustment 1). Staff and USWC agree 
to start with total Oregon data 
recorded during the 9 months ending 
September 30, 1995, and add 
annualizing adjustments, to estimate 
the last 3 months. See Appendix B, 
First Stipulation, Paragraph la. 

• Issue lb, Net to Gross Factors. 
Staff and USWC agree to use the 
revenue sensitive factors shown in 
Staff Exhibit 3, Lambeth 4, Columns 
d-f. See Appendix B, First 
Stipulation, Paragraph lb. 

• Issues lc-m(l), Side Records and 
Annualizations (Adjustments 2-13). 
Except for USWC's inclusion of costs 
related to switching assets that are 
no longer in service (Issue lm(2)), 
Staff and USWC agree on the 
annualization of side records, 
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revenues, expenses, and rate base. 
See Appendix B, First Stipulation, 
Paragraph la. 

• Issue ln, Separations. Staff and USWC 
agree on the intrastate factors to 
apply to the base period and 
adjustments. However, Staff and USWC 
disagree about the underlying 
expenses, rate base, and taxes used 
to compute the final factors (Issue 
10). See Appendix B, First 
Stipulation, Paragraphs la, 25. 

Disputed Issues: 

• Issue la (1): Test Year. The 
Commission "normally establishes 
utility rates prospectively based 
upon a test year reflecting the 
restated and normalized operating 
results during such period. The test 
year may be adjusted for abnormal or 
nonrecurring items and for known 
changes occurring after the test 
period" (Order No. 77-125). Staff and 
USWC agree that "the purpose of a
test year is to be representative of 
the period in which rates will be in 
effect." See Revised Staff Exhibit 1, 
Lambeth 17-19; USWC Exhibit 1, Inouye 
15. 

Staff attempted to determine on a 
going forward basis the amount of 
revenue and the rate levels that are 
necessary to provide USWC with the 
opportunity to earn a fair return on 
its investment. Staff believes that 
uswc•s adjustments to the annualized 
test year are not sufficient to 
represent the period when rates from 
this docket will be in effect. USWC 
has made adjustments only for some 
events that will have occurred by the 
time rates become effective (May 1, 
1996). Staff used the 32 month period 
from May 1, 1996, to December 31, 
1998, to represent the period when 
rates from this docket will be in 
effect. Rates became effective on 
May 1, 1996, and Staff assumes that 
USWC will file a new rate case in 
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time for new rates to become 
effective January 1, 1999. 

Staff maintains that the purpose of a 
rate ca$e, whether it uses a historic 
or a future test year, is to 
determine whether the reported 
results of operations are reasonably 
representative of future operating 
conditions. USWC contends that use of 
a historic test year presumes that 
the past represents the future. USWC 
also argues that forecasting methods 
are so complicated and uncertain that 
forecast adjustments should not be 
applied to historic data. In past 
orders, the Commission has disagreed 
with USWC's argument. 

USWC disagrees with Staff's test year 
and claims that Staff has 
inappropriately adjusted for changes 
in operations that will occur (or 
have occurred) after December 31, 
1995. The primary disputes are about 
proforma adjustments (including 
forecasts and other estimates) and 
normalizing adjustments, which 
develop or restore normal recurring 
cost and revenue relationships 
representative of the period when 
rates from this docket will be in 
effect. Normalizing adjustments also 
remove unusual events, which Staff 
believes USWC's reengineering program 
is. 

• Issue lm(2), Switching Assets 
(Adjustment 14a). Staff disagrees 
with the inclusion of costs related 
to switching assets that are no 
longer in service. 

Issue 1a(1)1 Test Year 

A fundamental issue in this case is how the test 
year should be constructed. In Pacific Northwest 
Bell Telephone Company, UT 43, order No. 87-406 
at 11-12, we set out the purpose and 
characteristics of the test year in ratemaking: 

The starting point for setting rates is 
either the results of operations for a 
historical 12 month period or forecasted 
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results of operations for a future period. 
The period chosen is called a "test year." 

Results of operations are useful only as a 
starting point because they normally 
include (1) expenses that will not be 
incurred in the future, and (2) revenues 
that will not be realized in the future. 
Since the utility can be expected to 
overearn if nonrecurring expenses are 
covered by the recurring revenues 
resulting from a rate increase, 
nonrecurring expenses are eliminated from 
consideration. To avoid underearnings, 
nonrecurring revenues also are excluded. 

Ratemaking is done on a prospective basis. 
Therefore, recurring increases in revenues 
and expenses that are reasonably certain 
to occur are added to the test year. 

Another common adjustment in development 
of the test year is annualization of 
recurring revenues or expenses that begin 
partway through the 12 month period. An 
example would be a new wage contract that 
takes place in July of a January to 
December test year. By annualizing the 
wage increase, the test year will reflect 
that the higher wages will be in effect 
for the entire 12 months of a future year. 

USWC and Staff agree that the purpose of a test 
year is to represent the period in which rates 
will be in effect. They agreed to use historic 
data as a starting point for development of the 
test year for this proceeding. They agreed that 
their starting point should be USWC's recorded 
results of operations for the nine months ended 
September 30, 1995. They further agreed that the 
last three months of 1995 should be estimated and 
added to the nine months of data to obtain an 
annualized test year. 

Staff and USWC disagree, however, about the 
adjustments that should be made to the annualized 
test year to make it representative of future 
operations. The adjustments USWC proposes would 
increase its revenue requirement by approximately 
$23 million; Staff's adjustments would decrease 
USWC's revenue requirement by approximately 
$100 million. 
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Adjustments to the Test Year. USWC has largely 
limited its test year adjustments to events that. 
occurred on or before January 1, 1996, the 
effective date for the new rates. staff's position 
is that USWC's proposed adjustments are not 
sufficient to make the annualized test year 
representative of the period during which rates 
will be in effect. 1 Specifically, Staff believes 
that: 

• USWC' s future revenues will be 
significantly higher than USWC claims. 
See, e.g., Issues 3a and 3b (Yellow 
Pages imputation and growth), 6.c (price 
and contract changes since January 1, 
1995), and 8j (access line growth). 
These Staff adjustments account for $57 
million of the difference between 
Staff's and USWC's revenue requirement 
estimates. 

• USWC's recurring expenses will be less 
than USWC claims. This bears 
particularly on Issues 9a and 9b, 
reengineering and extraordinary 
expenses, which account for $32 million 
of the difference between Staff's and 
USWC's estimated revenue requirement. 

Staff has recommended both proforma and 
normalizing adjustments to the test year. Pro 
forma adjustments restate the test year to include 
the effects of changes that have occurred or are 
reasonably certain to occur after the test year. 2 

Directory revenue growth (Issue 3b) and access 
line growth (Issue Sj) are examples of proforma 
adjustments. Normalizing adjustments develop or 
restore normal recurring cost and revenue 
relationships representative of the period when 
rates from this docket will be in effect. In 
Issue 7e, for instance, Staff removed part of an 
accrual that will end soon after rates in this 
proceeding go into effect. Some of Staff's 

1 Staff used the 32-month period from May 1, 1996, through December 31, 
1998, for the period during which rates from this proceeding would be 
in effect. USWC's rates became interim rates subject to refund on May 
1, 1996, when the Commission terminated USWC 1 s Alternative Form of 
Regulation (AFOR) plan by Order No. 96-107. May 1, 1996, is therefore 
the effective date for rates from this proceeding. Because USWC has 
opposed many of the revenue requirement recommendations Staff has made 
in this proceeding, Staff assumes that USWC will file for new rates to 
be effective no later than Sanuary 1, 1999. 
2 See Order No. 87-406 at 11. 
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adjustments are for events that happened after the 
historic test period (January 1 to September 30, 
1995). That is the case with Issue 6c, where Staff 
annualized the effects or tariff, price, and 
contract revisions USWC has made since 
January 1995. 3 

USWC opposes Staff's proforma and normalizing 
adjustments. USWC argues that it and Staff agreed 
to a 1995 test year, and contends that Staff .has 
improperly made projections to August 1997. USWC 
argues that the Commission should largely ignore 
changes in its operations that occur after the end 
of the historic test year (December 31, 1996). For 
instance, USWC objects to Staff's adjustment for 
tariff increase effects (Issue 6c). 

USWC also objects to adjustments based on 
forecasts, claiming that the Commission does not 
use forecasted test years or forecasts for 
adjustments to historic test year data. For this 
reason, USWC objects, for instance, to test year 
adjustments to reflect revenues from access line 
growth (Issue 8j), what Staff contends are 
nonrecurring expenses related to reengineering 
(Issues 9a and 9b), and cost savings from new 
information management systems (Issue 81). 
USWC argues that adjustments to test year data are 
permitted only under limited circumstances: "to 
remove abnormal events not expected to recur and . 

. to include the effect of known changes in data 
which are expected to persist into the future." 
Portland General Electric, UF 3518, Order No. 80-
021 at 24. In USWC's view, use of recent historic 
test year data provides the most accurate means of 
estimating a utility's operations. 

USWC proposes that adjustments may be made to the 
test year only (1) to annualize the effects of 
specific events that occur during the test year 
and (2) for known changes that occur after the 
test year, but whose effects are reasonably 
measurable, USWC maintains that the first type of 
adjustment should be made only for items that are 
not linked, logically and economically, with other 

3 Disputed p:co forma adjustments include: Issue 3b, U S WEST Directory 
Growth; Issue 4d2, Fax Services Growth; Issue 7a2, SFAS 106 
Postretirement Benefits; Issue 8b2, 9ther Payroll Changes; Issue Sj, 
Average Growth in Access Lines; and Issue Sn, PUC Fee. 

Disputed normalizing adjustments include: Issue 4dl, Fax Services; 
Issue Sa, UP 96 Sale of Exchanges; Issue 6c, tariff, Price, and Contract 
Changes; Issue Bl, Information management systems; Issue 91, Service 
Reengineering Costs; and Issue 9b, Extraordinary Expenses. 
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revenues, expenses, or investments. That caveat 
serves to minimize interdependencies and to 
maintain the match among revenues, expenses, and 
investments in the test year. USWC takes the 
second category of adjustment to preclude 
adjustments based on forecasting. 

USWC also challenges Staff's proposed disallowance 
of certain expenses (for instance, Issue 8a, 
Bonuses; Issue 4a and 4b, Lease Rates; Issue Sa, 
UP 96 Sale of Exchanges). USWC argues that the 
Commission may not disallow actually incurred 
expenses unless they were imprudently incurred, 
and no allegation of imprudence was made with 
respect to these expenses. 

Staff points out that USWC has been inconsistent 
in its position. USWC proposed adjustments to the 
test year to include an adjustment for increased 
depreciation expense (Issue 8g) . 4 Staff argues 
that this adjustment reflects shortened asset 
service life projections and resulting higher 
depreciation rates, based on forecasts of future 
changes in telecommunications technology. Staff 
argues that USWC also wishes to include an 
adjustment for the future adverse effects of the 
orders in Commission docket UM 351 (Issue 14). 

Staff also takes issue with USWC's contention that 
this Commission does not use forecasted test years 
or forecasts for adjustments to historic test year 
data. Staff points out that through the late 1970s 
and early 1980s, when the per unit cost of 
electricity was rising, the Commission used 
present or future test periods rather than 
historic test periods, and forecast adjustments to 
the test year to prevent the utility from 
underearning during the period in which rates were 
to be in effect. 5 Staff argues that USWC is in the 
opposite position. That is, USWC is facing 
increasing revenues and stable or decreasing 
ongoing expenses per access line. Staff believes 
this fact explains why USWC urges the Commission 
to rely on historic data and make few adjustments 
for the future. 

Disposition. The purpose of a test year is to 
provide a basis for determining a utility's 
revenue requirement. All test years are estimates 

'staff agreed to this adjustment, which reflects the results of docket 
UM 767. See Appendix B, First Stipulation, Paragraph 21. 
sstaff cites to Portland General Electric Co., Order No. 77-776 at 7; 
Portland General Electric co., UF 3218, order No. 76-601 at 4, 8. 
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of future conditions for the utility. When, as 
here, the test year is based on an historical 
period, that period is merely a starting point for 
determination of the revenue requirement. The 
Commission must ensure that the historical period 
is reasonably representative of the period during 
which rates will be in effect. The point is to 
prevent overearning or underearning during that 
period. 

USWC challenges many of Staff's normalizing 
adjustments on grounds that they may distort the 
relationship among investments, revenues, and 
expenses. We have reviewed each of Staff's 
proposed normalizing adjustments, issue by issue, 
and disagree with USWC. We find that Staff has 
been careful to match investments, revenues, and 
expenses for its proposed adjustments. We will 
deal with these arguments as they arise in the 
context of the individual issues. 

USWC challenges many of Staff's proforma 
adjustments because they are based on forecasts. 
USWC sets up a "known and measurable" standard for 
adjustments to the test year data for future 
events, and argues that that standard precludes 
use of forecasted adjustments. We disagree. The 
standard USWC proposes for proforma adjustments 
is more restrictive than the one we set forth in 
Pacific Northwest Bell, UT 43, Order No. 87-406. 
In that case we stated that because ratemaking is 
prospective, "recurring increases in revenues and 
expenses that are reasonably certain to occur are 
added to the test year." Id. at 11. The 
"reasonably certain" standard, rather than the 
"known and measurable" standard, is the correct 
one for judging whether a given adjustment is 
appropriate. That standard does not preclude 
forecasts. We use the same standard to exclude 
nonrecurring revenues and expenses. We have 
reviewed each of Staff's proposed proforma 
adjustments under this standard. Moreover, we note 
that USWC has proposed forecasted adjustments of 
its own: the proposed depreciation expense 
adjustment and the.adjustment for the future 
adverse effects of the orders in Commission docket 
UM 351. 

Finally, USWC argues that actually incurred 
expenses may not be disallowed absent a finding of 
imprudence. We disagree. As we stated above, in 
the section called "USWC's Burden of Proof 
Argument," USWC must show that its expenses are 
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reasonable for us to allow them as part of the 
revenue requirement calculation. 

Reasonableness ox Staff's Adjusted Teat Year. USWC 
contends that Staff's test year adjustments are 
improper because the results of Staff's 
adjustments are unreasonable. USWC supports its 
argument with reference to its calculation of 
Oregon revenue and expense per access line. USWC 
submits Exhibits 156 (revenues) and 157 
(expenses), which graph revenues and expenses per 
access line from 1992 through 1995 and show 
Staff's 1997 projections. USWC's calculations on 
Exhibit 156 show actual revenues in 1995 of $285, 
while Staff's calculation of revenue per access 
line for 1997 is just under $300. USWC Exhibit 157 
shows 1995 expense per access line at 
approximately $233, while Staff shows 1997 expense 
per access line at about $204. According to USWC, 
the disparity between its calculations and Staff's 
demonstrates that Staff's results are 
unreasonable. 

Staff responds that USWC's exhibits are based on 
unanalyzed recorded results of operations, whereas 
Staff's results are based on analyzed and adjusted 
test year results. Moreover, Staff argues that 
USWC's actual 1995 Oregon revenue per access line 
figure reflects only $34.8 million of US WEST 
Direct•s Oregon directory revenues, while Staff's 
1997 figure reflects $57.8 million in directory 
revenues, the sum of Staff's recommended 
adjustments in Issue 3a and 3b. 

Further, Staff argues that its results are 
reasonable because the difference between USWC's 
actual Oregon revenue per access line in 1995 and 
Staff's estimate for 1997 as depicted on USWC 
Exhibit 156 is less than 6%. That equates to an 
average revenue growth of less than 3% per year 
for 1996 and 1997. Staff argues that US WEST 
Direct's Oregon directory revenues are increasing 
by 7% or more per year, and USWC's local service 
revenues are increasing by 7 to 9.5% per year. 
USWC access lines are increasing by 3-to 5 % per 
year, so Staff concludes that USWC's revenue per 
access line is increasing several percent per 
year. Therefore, Staff contends, Staff's adjusted 
test year revenues for USWC are reasonable. 

As to expenses, Staff again argues that its 
results are analyzed and adjusted, whereas the 
USWC figures have not been analyzed, normalized, 
or adjusted for reasonably certain future changes. 
Moreover, Staff contends, the recorded expense 
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figures on which USWC relies are subject to change 
from events such as accounting changes or changes 
in separation factors. 

Staff prepared two exhibits to clarify the pattern 
of expense growth. Based on evidence in the 
record, Staff produced Appendices Band C to its 
opening brief. Appendix B shows recorded and 
adjusted test year expense per line on the same 
basis as USWC Exhibit 157, but unlike USWC 
Exhibit 157, Appendix B provides the recorded 
results for 1989 through 1991 and sets the origin 
to zero. Appendix C to Staff's brief shows the 
recorded and adjusted test year expense in total 
rather than on a per access line basis. Appendix C 
shows comparable expense levels from 1989 to 1991, 
a spike in expenses in 1992, perhaps associated 
with the change in accounting for retirement 
benefits, and comparable results for 1992, 1993, 
and the test period. 

Staff contends that its Appendices Band C show 
relatively flat expense growth over time except 
for a spike in 1992 and higher expenses in 1994 
and 1995, the period with nonrecurring 
reengineering expenses and extraordinary expenses. 

USWC claims that some of Staff's adjustments 
double count and overlap. Staff responds that it 
held many meetings to coordinate its review of 
USWC's case and that it made adjustments wherever 
it discovered errors in its calculations. Staff 
asserts that USWC's claim is without merit. 

USWC also claims that Staff did not take into 
account increased expenses related to some of its 
revenue adjustments. Staff contends that USWC has 
not presented persuasive evidence to support these 
claims. 

Disposition. We conclude that the results of 
Staff's adjusted test year and uswc•s calculations 
on Exhibits 156 are not inconsistent, given the 
growth rates in directory revenues and in access 
lines. Staff's growth rate assumptions are 
conservative compared to the increases in Oregon 
directory revenues and local service revenues that 
Staff cites. Staff's explanation of the difference 
between its calculations and USWC's is persuasive. 

We are also persuaded by Staff's explanation of 
the difference between its expense projections and 
uswc•s recorded expenses. uswc•s Exhibit 157 
includes nonrecurring reengineering and 
extraordinary expenses in the test period (see 
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discussion at Issue 9 below). Staff has normalized 
and adjusted expenses to arrive at its projection. 
We conclude that the disparity between revenue and 
expense figures that USWC presents in Exhibits 156 
and 157 does not prove that Staff's case is 
unreasonable. 

As to USWC's argument that Staff has double 
counted or allowed overlaps of expenses, we note 
that Staff has amended its testimony where errors 
have been pointed out to it. We also note that 
USWC alleges double counting with respect to 
Issues 6c and 8j, but that is based on a 
misunderstanding of Issue 8j. See discussion of 
that issue below. We are persuaded by Staff's 
defense of its calculations. 

Issue lm(2): Switching Assets 

The step by step and crossbar equipment under 
discussion in this issue are electromechanical 
switching assets that were last used in 
January 1987. The total Oregon step by step and 
crossbar depreciation reserve accounts for these 
assets currently have negative balances totaling 
approximately $5.938 million. USWC's total Oregon 
plant in service account also includes $243,000 
for this unused equipment. A negative depreciation 
account balance increases the rate base on which 
USWC may earn a rate of return. 

Staff argues that the step by step and crossbar 
accounts were scheduled to be completely amortized 
for intrastate purposes by June 30, 1989. Sta{f 
therefore proposes to reduce the total Oregon rate 
base in this case by $6.181 million, the sum of 
the negative depreciation account balances and the 
$243,000 in the Oregon plant in service account. 

USWC contends that the negative depreciation 
reserves are largely due to unexpectedly high 
costs of removal of the equipment. USWC admits 
that its negative depreciation reserve balance 
should be decreased by $2.236 million because USWC 
charged Oregon for State of Washington reclamation 
costs. USWC proposes to transfer the remaining 
negative depreciation reserve balance to the 
digital switch reserve account. 

Background. In 1985, the Federal Communications 
Commission (FCC) approved a 4.5 year amortization 
of the step by step and crossbar accounts to 
address imbalances in the depreciation account 
reserves. FCC Order No. 85-656, 103 FCC 2d 185, 
190-191 and 220. The Order, at 190, notes that the 
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Commission and Pacific Northwest Bell {now USWC) 
agreed that the amortization procedure should be 
used so the utility would have a chance to recover 
its embedded costs. The intrastate amortization 
was scheduled to end by June 30, 1989. 

On January 13, 1989, Mr. Conrad, USWC's Director 
of Capital Recovery, wrote a letter to Commission 
Staff that stated in part: 

Based upon an analysis of year end 
balances, it appears that the Step account 
will be fully amortized, except for minor 
trueups, at the end of the scheduled 
amortization. For the Crossbar account 
however, the additional six months of 
amortization will likely create an 
overaccrual situation of approximately 
$1M. As you suggested, we will allow the 
amortization to run its course, as 
prescribed, and· true up any overaccrual in 
year end 1989 business. This will allow us 
to take into account any other entries, 
such as gross salvage and cost of removal, 
that will be made during the year. 

USWC argues that no explicit order or directive 
mandated an earlier elimination of the negative 
reserve balances. USWC characterizes the FCC's 
order as a guideline only, and contends that 
Mr. Conrad's letter is open to interpretation. We 
find Mr. Conrad's letter clear enough. It projects 
full amortization of the step by step account 
except for minor trueups and an overaccrual in the 
crossbar account, which will be amortized and 
trued up at year end 1989. The letter indicates 
that USWC was well on its way to reducing or 
eliminating the negative balances in these 
accounts. Instead, ten years after the equipment 
was retired, these accounts still have a negative 
balance of about $6.181 million. 

Discussion. At issue here is not whether USWC was 
required to bring these account balances to zero 
at the end of the scheduled amortization period. 
At issue is whether the approximately 
$6.181 million, less the misallocated 
$2.236 million, should be included in rate base. 
USWC is permitted to earn a return on rate base, 
which is, with narrow exceptions, utility property 
that provides the service for which rates are 
charged. See Pacific Northwest Bell Tel. Co. v. 
Sabin, 21 Or App 200, 205 n. 4, rev den (1975). 
These reserve balances relate to plant that has 
long been out of service, 
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USWC had many options for dealing with the 
negative reserve balances in these accounts. Under 
the accounting procedures in place when the 
equipment was retired, dead or dying depreciation 
account reserve imbalances that were not material 
(that is, not greater than 1% of current 
depreciation expense) were to be charged to 
operating expenses for the then current period. 
Material amounts could be amortized if the company 
proposed an amortization schedule. Therefore, any 
immaterial negative reserve balances in the 
accounts as of the end of 1989, or later additions 
to those accounts, could have been eliminated year 
by year, by charges to ongoing expenses under 
accepted accounting procedures. If the negative 
reserve balances were material, USWC could have 
proposed an amortization schedule during its 1991, 
1993, or 1995 depreciation dockets.' 

USWC has determined that the negative depreciation 
reserves result from four sources: 

1. power equipment reclassification; 

2. directly charged cost of removal expenses; 

3. retirement activity; and 

4. allocated cost of removal expenses. 
We address each of these categories and determine 
how the amounts in question should be handled. 

1. Power equipment reclassification. During the 
last six months of 1989, USWC transferred power 
and other support equipment from the retired step 
by step and crossbar accounts to the digital 
switch account. This transfer occurred after the 
step by step and crossbar account reserves were to 
have been fully amortized under the agreement 
reflected in FCC Order No. 85-656. The step by 
step reclassification was $.3 million and the 
crossbar reclassification was $1.1 million.' 

6The docket and order numbers relating to those cases are, in order: 
UM 400, Order ~o. 91-1276; UM 694, order No. 94-2064; and UM 767, Order 
No. 96-177. Pursuant to OAR 860-014-0050, we take official notice of 
these orders. 
7A capital asset transfer occurred with respect to these accounts, but 
USWC's witness on this issue, Ms. Mulcahy, was uncertain as to when it 
took place. The crossbar account began 1989 with a plant balance of 
about $211,000. The January l, 1989, crossbar asset account balance was 
therefore not large enough to allow a plant transfer commensurate with 
the reserve account transfer of $1.1 million that occurred during the 
last six months of 1989. 
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The transfer itself is not at issue here. However, 
the transfer increased the negative balance in the 
step by step and crossbar accounts. The increased 
negative balance could have been dealt with in the 
trueup Mr. Conrad foresaw for the end of 1989 or 
in the 1991, 1993, or 1995 depreciation dockets. 
The increased negative reserve could also have 
been handled as part of the previously approved 
amortization of the imbalances in the accounts. 
The 1987 FCC amortization of the remainder of the 
reserve accounts took just two years; the Oregon 
amortization of the accounts was 4.5 years. If 
USWC had acted promptly under procedures that were 
available to it, the effects of the plant 
equipment reclassification on the negative 
reserves could have been eliminated long ago. 

2. Directly charged costs of removal. The second 
source of the increase in the negative reserves is 
labor and material removal costs that were 
directly charged to the step by step and crossbar 
accounts from 1989 through 1992. These charges, 
which amount to $2.7 million and $1.2 million 
respectively, were incurred in connection with a 
cleanup project to bring certain central offices 
up to code and remove cut dead equipment. The 1989 
charges should have been dealt with in the 1989 
trueup. The subsequent years' costs should have 
been expensed, not added to rate base. 

3. Retirement activity. This category involves 
plant retirements for the step by step and 
crossbar plant, which occurred through 1989 with a 
clean up of records through 1991 and subsequent 
years. The retirements should have been dealt with 
in a 1989 trueup or amortization. Subsequent 
retirements due to record clean up should have 
been charged to depreciation expense each year, 
not added to rate base. The retirement amounts 
should not be in rate base for purposes of this 
case. 

4. Allocated costs of removal expenses. USWC 
admits that it made two accounting errors with 
respect to this category of charge. First, from 
1991 through 1995, it charged amounts to these 
accounts that should have been allocated to other 
accounts. Second, from 1989 through 1995, it 
allocated Washington reclamation costs to Oregon. 
Those errors account for $2.236 million, and USWC 
agrees that rate base should be reduced by that 
amount. However, USWC argues that the remaining 
$1.2 million in reclamation costs should be 
assigned to the digital switch account. 
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We conclude that USWC has not established that 
such a transfer is appropriate. First, USWC should 
have written off as depreciation expense the 
actual step by step and crossbar reclamation 
costs. USWC could also have expensed or amortized 
those costs. 

Second, USWC admits that the 1991-1995 reclamation 
charges were not tracked to specific equipment. 
Because all the Oregon step by step and crossbar 
equipment was removed by 1989, we cannot determine 
that any portion of these later reclamation 
charges are related· to equipment used in Oregon. 
USWC has not shown these to be reasonable Oregon 
costs. 

Third, USWC's warehouse record keeping creates an 
allocation problem. The Portland warehouse where 
the reclamation occurred serves Oregon and 
Washington, but did not allocate reclamation costs 
by state. It is possible that other Oregon 
accounts, such as the digital switch account, have 
improperly been charged with Washington expenses. 
The warehouse also processed central office 
equipment other than step by step and crossbar 
equipment. Thus the reclamation costs in the years 
after 1989 likely involved these other types of 
equipment. The inadequacy of USWC's record keeping 
presents a reasonable likelihood that the claimed 
expenses are misstated due to geographical 
allocation errors. Therefore, we decline to assign 
the portion of the negative depreciation account 
reserve to a successor account for purposes of 
this rate case. 

Disposition. In the past we have allowed utilities 
to include unrecovered investment in prematurely 
retired plant in the cost of replacement 
equipment. See, e.g., UM 528, Order No. 93-1678. 
The underlying basis for such allowance is that 
customers are better off because the dollars saved 
by prematurely retiring plant are greater than the 
cost of building new plant. See UE 88, Order 
No. 95-322 at 33. Here, however, the company seeks 
to recover not capital assets but removal costs, 
particularly those that accrued after an 
amortization. 

We have also recognized that a company may seek 
adjustments in depreciation rates when an 
unanticipated premature retirement becomes likely, 
to avert reserve deficiencies. See UM 204, Order 
No. 90-837. Here, however, USWC does not assert 
that the step by step and crossbar equipment was 
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prematurely retired. Instead, USWC claims that the 
negative reserves are due largely to high removal 
costs. The removal and reclamation costs thus have 
nothing to do with the replacement technology or 
the accelerated application of new technology. 
Moreover, a depreciation reserve transfer should 
follow capital assets that have been transferred 
to a successor account, which is not the case 
here. 

We conclude that it is inappropriate to include 
the negative depreciation account reserve balances 
in rate base. This conclusion is consistent with 
our prior decisions, as noted above. None of our 
decisions permit a depreciation reserve account 
deficiency transfer more than seven years after 
the conclusion of an original amortization and 
nine years after the assets were last used and 
useful. We therefore disallow the $6.181 million 
amount of the negative depreciation reserves·, In 
permitting the 1985 through 1989 amortization of 
the step by step and crossbar reserve imbalances, 
we gave USWC the opportunity to address potential 
reserve deficiencies in advance, as contemplated 
by UM 204 and Order No. 90-837. USWC had ample 
opportunity to true up, expense, or amortize these 
accounts before now. USWC has not justified 
transfer of the 1991-95 misallocated reclamation 
costs to other accounts. We find that USWC has 
failed to establish that it is reasonable for it 
to earn a return on these items. 

Issue 2. Cost of Capital. The entire section, pages 20-37 of Order 
No. 97-171, is readopted: 

Completely Settled Issues: 

• Issues 2 a-b, Cost of Debt and Capital 
Structure. Staff and USWC agree to a cost of 
debt of 6.98 percent with a capital structure 
of 44.5 percent debt and 55.5 percent equity. 
See Appendix B, First Stipulation, 
Paragraphs 2a-b. 

Significantly Undisputed Issue: 

• Issue 2d, Interest Coordination (Adjustment 
15). Staff and USWC agree that interest 
coordination should be computed using the 
weighted cost of debt (3.1061 percent) times 
net rate base. See Appendix B, First 
Stipulation, Paragraph 2c. 
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Issue 2c, Cost of Equity. USWC proposed a 
return on equity of 12.5% in its original 
filing. The company subsequently revised 
its requested return on equity to 13.75%. 
That amounts to a return on rate base of 
10.74%. Staff recommends a range of return 
on equity of 10.2% to 12.9%, with 11.6% as 
the midpoint. Staff's recommendation 
amounts to a range of return on rate base 
of 8.77 to 10.27%. The amounts of three 
adjustments depend on the resolution of 
this issue: • 

• Issue 4a, Rent Compensation Study 
(Adjustment 17) 

• Issue 4e, Affiliated Interest Return Component 
(Adjustment 21) 

• Issue 4h, Nonregulated Costs Removed in 
Adjustment 21 (Adjustment 23a) 

Issue 2c: Cost of Equity 

Ratemaking Standard: The rates the Commission sets 
in this case must provide the utility's investors 
an opportunity to earn a return ~hat is 
commensurate with those earned in enterprises of 
similar risk and sufficient to enable the company 
to attract capital. Duquesne Light Co. v. Barasch, 
488 U.S. 299, 310 (1989); Federal Power Comm'n v. 
Hope Natural Gas Co., 320 U.S. 591, 603 (1944); 
Bluefield Water Works & Improvement Co. v. Public 
Serv. Comm'n, 262 U.S. 679, 689-90 (1923). 

Cost of Equity: The cost of equity capital, or 
required return on equity, is the rate of return 
expected by investors on alternative investments 
of equivalent risk. USWC and Staff were unable to 
agree on the appropriate cost of equity capital. 

uswc•s original recommendation for the return on 
equity was 12.5%. In its rebuttal testimony, filed 
in October 1996, USWC updated its rate of return 
recommendation to reflect the developments that 
have occurred in the telecommunications industry 
and the financial markets since its direct 
testimony was filed. Those events are the 
Telecommunications Act of 1996, which opened local 
telecommunications markets to competition, and the 
FCC's Interconnection Order, which implemented the 
interconnection provisions of the Act. USWC argues 
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that these events have increased its risk and 
caused it to revise its cost of equity estimates 
upward, The updated testimony also adds a direct 
analysis of USWCG's stock. The updated return on 
equity recommendation is 13.75%, 

Staff's recommendation is a return on equity of 
11.6%, or 10.2% if the Commission accepts Staff's 
proposal of a service quality adjustment. 

Both USWC and Staff use the Discounted Cash Flow 
(DCF) and Capital Asset Pricing Model (CAPM) 
methods to determine the cost of equity capital. 
Staff and the company differ significantly on a 
number of variables in each method, however. 

Discounted Cash Flow Method 

The DCF method is one standard way of determining 
the cost of equity. This method assumes that a 
firm's current stock price is equal to the present 
(that is, discounted) value of all expected future 
dividends from the investment. The constant growth 
DCF method computes an investor's expected return 
on equity using current stock price, the expected 
dividend in the coming year, and the expected 
growth rate of future dividends. The basic 
constant growth DCF formula is: 

k = D1 / P0 + g,. 
where "k" is the cost of equity capital, "D1 " is 
the expected cash dividend per share for the next 
period, "P

0
" is the current stock price, and "g" 

is the expected long run growth rate in cash 
dividends. 

Although Staff and USWC agree generally that the 
DCF method is an appropriate tool to determine a 
utility's cost of equity, they disagree on some 
key issues. They disagree on the sample of 
comparable firms and about the effect of the 
Telecommunications Act and the FCC Interconnection 
Order on stock prices. 

Telecommunications sample, comparable companies, 
and targeted stock. Both the DCF model and the 
CAPM method involve applying a financial model to 
data from a company or a group of companies. In 
his opening testimony, Mr. Cummings, USWC's cost 
of capital witness, applies the DCF model to two 
groups of proxies for USWC: a sample of 
telecommunications companies and a sample of 
companies with risks thought to be comparable to 
USWC's. Mr. Cummings states that he uses data from 
two sets of companies because broader market 
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evidence limits the potential for error or bias 
inherent in using data from just one company. In 
November 1995, US WEST, Inc., issued targeted 
stock for its two main business groups, 
Communications Group (USWCG) and Media Group. In 
his rebuttal testimony, Mr. Cummings applied the 
model to USWCG targeted stock as well. 

Staff applied the DCF model to a sample of 10 
telecommunications companies. Mr. Thornton, 
Staff's cost of capital witness, used this sample 
rather than analyzing USWC itsel~ because the new 
USWCG financial reports and stock prices are not 
comparable to the US WEST, Inc., financial 
reports and stock prices that existed before 
targeted stock was issued. Mr. Thornton contends 
that applying the CAPM and DCF models to samples 
of firms in the same industry mitigates 
measurement errors that may arise in estimating a 
single company's return on equity in isolation. 
Mr. Thornton's sample companies include only 
companies: 
• covered by Value Line in the 

"Telecommunications Services Industry" 
reviews, 

• that are primarily local exchange 
carriers, 

• that have not omitted an annual dividend 
in the past five years, 

• which Value Line forecasts continued 
dividend payments, 

• for which it was possible to calculate 
CAPM betas, which measure relative 
riskiness, for consistency with 
Mr. Thornton's CAPM analysis. 

Staff takes issue both with USWC's selection of 
comparable companies and with uswc•s treatment of 
its telephone company sample. The comparable 
companies include, for instance, Anheuser Busch, a 
brewer, can manufacturer, and theme park operator. 
Staff argues that USWC's comparable companies are 
on average riskier than USWC. 

As to the telephone company sample, Mr. Cummings' 
final DCF estimate for his group of telephone 
companies is 13.7%. Mr. Cummings originally 
included nine telephone companies in his DCF 
estimates and determined a range of DCF estimates 
for those companies of 7.5 to 15.3%, with an 
average of 12.9%. Mr. Cummings then eliminated the 
minimum and maximum values of the population 
sample to arrive at the truncated mean for the 
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sample, 13.3%. Mr. Cummings then eliminated four 
companies from his sample because they announced 
merger intentions in April 1996, and computed a 
truncated mean on the reduced sample to yield the 
13.7% figure. Because it derives from a truncated 
mean, the 13.7% figure is an average of only three 
companies. Staff argues that thisprocedure 
illustrates Mr. Cummings' tendency to bias results 
upwards. 

We share Staff's concerns about Mr. Cummings' 
treatment of his telephone company sample. We are 
also persuaded that Mr. Thornton's group of 
telecommunications firms is more similar to USWC 
than Mr. Cummings' group ·of other firms, that 
Mr. Thornton's reasons for not analyzing USWCG 
itself are sound, and that Mr. 'I'hornton' s larger 
sample of ten telecommunications companies does 
more to mitigate measurement errors than 
Mr. Cummings' sample of three. We therefore 
conclude that Staff's selection of companies for 
its application of the DCF model is preferable to 
USWC 1 s selection of companies. 

Effect of Telecommunications Act and 
Interconnection Order. USWC argues that cost of 
equity estimates should be updated to reflect 
events since the company filed its direct 
testimony in December 1995. Specifically, USWC 
contends that the Telecommunications Act of 1996 
and the FCC Interconnection Order have increased 
the risk to which USWC is subject. Mr. Cummings 
testified that Regional Bell Operating Company 
(RBOC) stocks were up 3.6% from the first of the 
year prior to the.passage of the 
Telecommun.ications Act in February 1996. Between 
the passage of the Act and issuance .of the FCC 
order in August 1996, RBOC stocks fell 12.1%. At 
the time Mr. Cummings prepared his testimony, 
toward the end of October 1996, RBOC stocks were 
down 9.8%, while the Standard & Poors (S&P) 500 
stocks and the market index, were up 13.8%. 

Staff investigated Mr. Cummings's claims and 
determined via statistical analysis that 76% of 
the change in RBOC stock prices after issuance of 
the FCC order appears to be related to interest 
rate changes, indicating that the drop in RBOC 
stock prices was largely related to rising 
interest rates. Staff further notes that the FCC 
interconnection order has been stayed 
indefinitely. Staff also states that the decline 
in RBOC stock performance follows an 
overperformance in the last half of 1995. Staff 
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cites a Merrill Lynch analyst's report written 
after issuance of the FCC order: 

RBOCs are down 10% as the market is up 
7% this year. This year to date 17% 
underperformance of the RBOC group is 
due mostly to the down trend in the bond 
market (down 11% ytd) and the group's 
rally in the second half of 1995 (30%+ 
outperformance of the S&P 500). 

In rebuttal testimony, Mr. Thornton stated that 
lower RBOC prices may be due to expectations of 
potentially lower earnings and dividend growth 
rates, not increased risk. Mr. Cummings replies 
that analysts' earnings growth rate expectations 
for RBOC stocks are not significantly changed from 
September 1995 to November 1996. Mr. Thornton 
responds that the steady earnings growth 
expectations for the RBOCs support his position 
that risk has not increased due to the Act and 
order. 

Staff also points out that Mr. Thornton's 
telecommunications company sample raw beta, 
calculated from data through 1994, is .80; 
Mr. Cummings' unadjusted beta for his 
telecommunications company sample calculated from 
data available through August 1, 1996, is .78. 

AT&T cost of capital witness Carter also argues 
that the Act and the FCC order have not increased 
the risk of USWC stock. Mr. Carter bases his 
conclusions on the facts that Value Line's beta 
and safety rank measures of risk have not 
increased for the sample telecommunications 
companies. Moreover, Mr. Carter points out that 
USWC's provision of local service will remain a 
monopoly at least at the wholesale level in the 
near future. Finally, Mr. Carter notes that the 
Commission has previously found that any increase. 
in risk that might occur from competition will be 
reflected in the data underlying the DCF and CAPM 
analyses. 

We conclude that there is no need to update 
Staff's analyses. We are persuaded that the 1996 
Telecommunications Act and the FCC order have had 
little effect on the riskiness of 
telecommunications stocks. With the stay of the 
FCC order, we are persuaded that the risk 
represented by competition will be slow in 
appearing. We also find it plausible that 
increased interest rates and overperformance 
account for much of the fluctuation in RBOC stocks 
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from 1995 to 1996. Finally, we agree that any 
increased risk from competition will be captured 
in the underlying data used for the DCF and CAPM 
analyses. 

Technical Differences between USWC and Staff in 
the DCF Model: USWC and Staff have a number of 
technical differences with respect to the use of 
the DCF model: 
1. Mr. Thornton uses the annual DCF model, 
whereas Mr. Cummings uses an unadjusted 
quarterly DCF method to measure dividend cash 
flows to the investor; 

2. To determine the current stock price 
input, Mr. Thornton uses a spot price, 
whereas Mr. Cummings uses a two week average 
of prices; 

3. To estimate next year's dividends, 
Mr. Thornton uses Value Line's expectations 
of dividends over the next 12 months, whereas 
Mr. Cummings uses his own dividend forecast; 
and 

4. To estimate future dividend growth rates, 
Mr. Thornton u~es an internal growth approach 
for his constant growth model and uses Value 
Line historical dividend growth for his 
nonconstant growth model, whereas 
Mr. Cummings uses short to intermediate term 
earnings growth forecasts as a proxy for 
infinite dividend growth. 

1. Quarterly v. Annual DCF. USWC modifies the 
standard DCF model to account for quarterly 
dividend cash flows to the investor, as they are 
actually paid out. Staff uses the model that 
assumes dividends ·are paid once a year. USWC 
argues that modeling cash flows quarterly, as 
investors receive them, is more accurate than 
Staff's approach. 

Staff replies that the annual model is appropriate 
in this case and cites UT 113, Order No. 94-336 at 
14-15, where the Commission dealt with this issue 
and resolved it in favor of the annual model.' 
Staff also concedes that both models have 
shortcomings. The annual model does not capture 
the quarterly payment of dividends. The quarterly 
model can correctly estimate an investor's 

• We take official notice of order No. 94-336 pursuant to OAR 860-014-
ooso. 
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effective required rate of r.eturn. But Staff 
relies on an academic article by Linke and 
Zumwalt' to show that the quarterly model should 
not be applied to a regulatory rate base without a 
three step downward adjustment, which Mr. Cummings 
did not perform. The adjustment steps, described 
in Linke and Zumwalt at 19, account for the 
reinvestment assumption and for the regulatory 
rate base to which the allowed return on equity is 
applied. 

In defense of its use of the annual model, Staff 
notes that the annual model can produce the 
correct return on equity estimate, even without 
capturing the quarterly payment of dividends, 
assuming the utility reinvests its retained 
earnings on a quarterly basis and earns on the 
increased investment. Therefore, Staff concludes 
that the annual DCF model is appropriate for 
beginning of period ratemaking. 

The current case is based on average of period 
ratemaking. The end of period rate base here is 
higher than the beginning of period rate base. 
According to Mr. Thornton, the annual DCF model 
estimate must be adjusted downward if applied to 
an average of period rate base. Staff did not make 
this adjustment. Therefore its annual DCF model is 
biased in USWC's favor. 

USWC's quarterly DCF model also does not take into 
account the fact that USWC receives monthly 
revenues from its customers. That gives USWC the 
opportunity to reinvest its monthly earnings and 
to earn more than its authorized return on equity. 
Staff demonstrates that a nominal rate earned on a 
monthly basis will produce the effective 
(quarterly DCF) rate over a year when applied to 
beginning of month book values (rate bases). 
Assuming that Mr. Cummings' 12.1% quarterly DCF 
estimate for telephone companies is correct, Staff 
argues that the estimate should be reduced to 
11.5 %, the nominal return that would earn the 
company 12.1%.if compounded monthly beginning with 
the original investment. The existence of monthly 
revenues to USWC therefore also requires a 
downward adjustment, which Mr. Cummings did not 
make. 

9 '\Estimatioll Biases in Discounted Cash Flow Analyses of Equity Capital 
Cost in Rate Regulation," Financial Management, Autumn 1984. 
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On review of the record and the arguments advanced 
by USWC and Staff, we conclude that both the 
annual and the quarterly DCF models require 
adjustments to eliminate bias and error. USWC did 
not adjust its quarterly model to account for the 
application of the quarterly model to regulatory 
rate base or for the monthly receipt of revenues. 
Staff did not adjust its annual DCF model downward 
to account for average of period rate base. If it 
had, the higher return produced by considering 
quarterly dividends would have been more than 
offset. Both the USWC and Staff DCF approaches 
give too high a result, but we conclude that 
Staff's recommendation is the more reasonable 
approach in this docket. 

2. Current Stock Price Input. There are two 
subissues with respect to this dispute. First, 
there is a question whether it is appropriate to 
average stock prices over a ten day period or 
choose a spot price from a single day; second, 
there is an issue of whether the stock price 
should be updated to account for events that have 
transpired since testimony was filed. 

For the current price variable in the DCF model, 
USWC used an average of the daily closing stock 
prices for the ten trading days, November 1 to 
November 14, 1995. Mr. Cummings chose a ten day 
average to guard against the possibility that the 
selected stock price might be anomalous in 
reaction to a news story or other external event. 

Mr. Thornton chose the spot prices closing on 
July 2, 1996, as reported in the July 3, 1996, 
Wall Street Journal. Staff argues that the most 
current spot prices are the appropriate prices to 
use for the P

0 
term in the DCF model, because 

under the efficient markets hypothesis as advanced 
by modern corporate finance theory, those prices 
include all information incorporated into 
historical prices, plus the most recent 
information. 

In UT 113, Order No. 94-336, we considered whether 
a spot price or an average of prices was superior. 
We stated, at 13: 

Conceptually, the stock price to use is 
the current price of the security at the 
time of estimating the cost of equity. In 
an efficient market, the current stock 
price provides the best indication of 
future pric~s. An efficient market implies 
that prices adjust instantaneously to the 
arrival of new information. Therefore 
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cun:ent prices reflect the fundamental 
economic value of the security. 

Here, as in that docket, we conclude that Staff's 
method of calculating stock price based on spot 
prices is more reasonable than averaging prices 
because it is more consistent with the theory of 
efficient markets. We have already addressed the 
problem of updating stock price information, under 
the'discussion of risk from competition above. 

3. Estimation of the Next Year's Dividend. To 
estimate next year's dividends, the "D," term of 
the DCF model, Mr. Cummings makes his own forecast 
using historical dividends and expected earnings 
growth rates. 

Mr. Thornton uses Value Line's expectations of 
dividends over the next 12 months for the 
"Di'' term. Staff took the ratio of D1 to P0 , the 
current stock price, for each company in his 
sample and averaged the rat·ios to arrive at an 
average required dividend yield of 3.5%. Staff 
asserts that its method is more direct than UBWC's 
and that USWC's method is flawed in using 
forecasted earnings growth to forecast dividend 
growth over the coming year. 

Staff supports its position with the argument that 
near term earnings growth forecasts are unduly 
influenced by earnings cycles, making them 
unreliable as predictors of earnings growth in the 
long term. Dividend growth is a function of 
earnings growth in the long term. Near term 
dividend growth may not even be related to near 
term earnings growth, Staff argues, because 
companies smooth dividend payments in the face of 
earnings cycles. 

We are persuaded by Staff's argument. The horizon 
for the earnings growth forecast is too short and 
is subject to the possible distortions of earnings 
cycles. We find that Staff's approach to 
estimating next year's dividends is more 
reasonable, and adopt it. 

4. Estimation of Future Dividend Growth Rate. To 
estimate the expected dividend growth rate, the 
"g" term of the DCF model, Mr. Cummings uses 
Institutional Brokers' Estimate System (IBES) 
analysts' expectations of earnings growth one to 
five years forward. His result is a 6% growth 
rate. In support of his method, Mr. Cummings 
quotes from a research study that USWC provided to 
Staff in response to a data request: 

30 

313 



ORDER NO. .o 0- 19 1 

We have compared the accuracy of four 
methods for estimating the growth 
component of the discounted cash flow 
yield on a share: past growth rate in 
earnings (KE:GR), past growth rate in 
dividends (KDGR), past retention growth 
rate (KBRG), and forecasts of growth by 
security analysts (KFRG) .... For our 
sample of utility shares, KFRG performed 
well, with KBRG, KDGR, and KE:GR following 
in that order. 

The superior performance by KFRG should 
come as no surprise. All four estimates of 
growth rely upon past data, but in the 
case of KFRG, a larger body of past data 
is used, filtered through a group of 
security analysts who adjust for 
abnormalities that are not considered 
relevant for future growth. 1

' 

Staff uses two different annual DCF models in its 
analysis: the constant growth model and the 
nonconstant growth model. In the constant growth 
model, Mr. Thornton uses the internal growth 
approach to estimate future dividend growth. This 
approach is based on the observation that 
dividends grow by a firm's book return on equity 
(b) times the amount of equity retained in the 
firm, also called the retention ratio (r). The 
b * r growth model is based on a review of 
historical data from Value Line, of which 
investors are aware. The b * r approach is 
appropriate if ·the retention ratio for a firm is 
fairly constant and the market to book (M/B) ratio 
is expected to be 1.0. Mr. Thornton notes that the 
retention ratio has been reasonably constant in 
the telecommunications industry, but the M/B ratio 
is well above 1.0, based on investors' expectation 
that the telecommunications services industry will 
earn substantially more than its cost of capital. 

To correct for this expectation, Mr. Thornton 
added a second growth term to his b * r growth 
rate range, the term "v * s." The variable "v" 
represents the fraction of funds raised from 
common stock sales that accrues to old 
shareholders. The variable "s" represents an 
expected rate of increase in common equity_from 
stock sales. Mr. Thornton then adds his v * s 

10 David A. Gordon, Myron J. Gordon, and Lawrence I. Gould, "Choice 
among Methods of Estimating Share Yield, 11 The Journal of Portfolio 
Management, Spring 1989, pp. 50-55. 
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estimate to his b * r growth rate range to 
calculate his constant growth rate range. 
Mr. Thornton's v * s estimate is 1.8%; his b * r 
growth rate range is 2.6% to 8.9%. Accordingly, 
his range of DCF estimates based on the constant 
growth approach al:'e 7.9% to 14.2%, which avel:"ages 
to 11. J.%. 

The nonconstant gX"owth DCF model estimates 
investoJ:"s' foJ:"ecasts of dividend gl:'owth and allows 
expected annual dividends to gl:'ow at different 
rates ovel:' time. This approach allows an analyst 
to incoJ:"pol:'ate neal:" tel:"m dividend growth J:"ates 
that al:"e much lower or highel:" than a long X"Un 
expectation. 

Mr. ThoX"nton used two nonconstant analyses to 
estimate gl:'owth. Both al:'e based on a finding that 
dividend gl:'owth in the telecommunications industry 
has been X"elatively stable. TheX"efoX"e, 
MX". ThoJ:"nton forecasts future growth based on 
histoJ:"ical dividend gl:'owth, using up to 19 years 
of data. 

Fol:" his first nonconstant growth analysis, 
Mr. Thornton uses histol:'ical dividend growth as a 
proxy fol:' future dividend gX"owth. His J:"esult is 
9.3%. Fol:" his second analysis, Mr. Thornton uses 
Value Line foJ:"ecasts of dividend growth through 
the yeal:" 2000, and then uses histoJ:"ical dividend 
gl:'owth beyond that. His result using this method 
is 9.2%. The J:"esults avel:"age to 9.3%. 

Ml:'. Cummings takes issue with Staff's numbers in 
its use of b * r gl:'owth rates. Mr. Cummings notes 
that Staff's woX"k papers show a large·difference 
between the average histoJ:"ical b * l:' gX"owth rates 
fX"om 1988 to 1995 and the foJ:"ecasted b * l:' growth 
rates for 1996, 1997, and 1999-2001. The numbel:"s 
change from 5.71% for 1988-1995 to 14.74% fol:' 
1999-2001. 

Given such gX"owth, MX". Cummings notes that Staff 
provides no explanation why an avel:"age of 1988 to 
1995 b * l:' gl:'owth rates would J:"eflect investol:'s' 
expectations for futul:"e gX"owth, and also calls the 
accuJ:"acy of the numbel:"s into question. 
Mr. Cummings believes that analysts' foJ:"ecasts aX"e 
a bettel:" pl:'oxy fol:" future gX"owth in dividend cash 
flows than an aveX"age of historical growth, which 
Mr. ThoX"nton uses in his nonconstant gX"owth model. 

We conclude that Staff's analysis of the gX"owth 
J:"ate is mol:'e direct than USWC's. Staff X"elies on 
historic and forecasted dividend data, and USWC 
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relies on near and short term earnings growth 
forecasts. Over a period of five years or less, 
the growth in dividends paid by a company may not 
always equal earnings growth, although it must in 
the long run. Staff's general approach is, thus, 
superior to uswc•s. 

To validate its method over Staff's, USWC relies 
on a passage Gordon, Gordon, and Gould, set out 
above. This passage is too vague to serve as an 
argument in favor of its method in this case. 
Moreover, the company argues that it uses long 
term forecasts of earnings in its analysis, but 
the record indicates that it uses growth forecasts 
only one to five years forward. We conclude that 
Staff's use of dividend data is more reliable than 
USWC's use of earnings data. 

Staff performed a constant growth analysis and two 
nonconstant growth analyses to arrive at its 
estimate for "g." Staff's procedure was thus more· 
thorough and .contained more internal checks than 
USWC's. USWC objects to the forecasted growth 
numbers in Mr. Thornton's work papers, but does 
not specify the basis for its objection. USWC only 
notes that it questions why an investor's 
expectations would be based on past growth rates 
when future growth rates are greater. We believe 
that Staff cured any potential flaw in its inputs 
by using a combination of several approaches to 
determine its "g" estimate. We adopt Staff's 
ranges for the growth term. 

Final DCF Range of Estimates. Staff's final DCF 
range of estimates is 9.2% to 14.2%, with a 
midpoint of 11.7%. Mr. Thornton derived this range 
by eliminating his lowest estimate (7.9%), on the 
ground that he did not expect the cost of USWC's 
equity to be as low as that. 

USWC's final DCF range of estimates is 12.6% to 
13.7%, and a point estimate for USWCG of 13.9%. 

DCF conclusion: Incorporating the dividend yields 
and growth term ranges derived by Staff and 
adopted above, the Commission concludes that an 
appropriate range for DCF is 9.2% to 14.2%, with a 
midpoint at 11.7%. 

Capital Asset Pricing Model 

The CAPM is a risk premium analysis that 
calculates the expected equity return by 
estimating a risk free rate of return and adding a 
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risk premium. Staff and USWC agree that the basic 
CAPM formula is: 
Expected return for a stock~ risk free 
return+ (relative risk [beta] for the stock 
* market risk premium). 

The CAPM is a holding period model that requires 
estimates of the risk free interest rate, the 
relative risk, or beta, for a stock, and the 
market risk premium over the assumed holding 
period. The analyst must select the holding 
period. The holding period assumption dictates 
consistent estimation choices for the risk free 
interest rate and market risk premium. The CAPM 
model expresses the average beta as 1.0. 

USWC and Staff disagree on each aspect of CAPM in 
this case: 

1. The assumed holding period; 
2. The risk free rate of return; 
3. The estimate of beta, including the 

propriety of weighting betas; and 
4. The market risk premium. 

1. The Assumed Holding Period. The holding period 
is assumed prior to the determination of the risk 
free interest rate and the market risk premium in 
the CAPM model. The risk free rate is estimated 
with reference to the yields of U.S. Treasury 
securities. The yields for U.S. Treasury 
securities vary directly with the term of the 
securities. Short term and intermediate term 
securities normally have a lower yield than long 
term securities. 

Mr. Thornton assumes an.intermediate term holding 
period for his CAPM analyses, in conjunction with 
his use of intermediate term U.S. Treasury 
securities for his risk free rate of return. 
Mr. Thornton makes this choice of holding period 
because he believes that the intermediate term 
corresponds more closely to the typical period for 
which rates are in effect. In this case, rates 
will likely be in effect from May 1996 through 
December 1998. Moreover, Mr. Thornton believes 
that intermediate term U.S. Treasury securities 
avoid both the volatility of short term 
U.S. Treasury bills and the risk premia of long 
term u.s. Treasury bonds. 

Mr. Cummings also uses intermediate term Treasury 
securities as a risk free rate. However, USWC also 
uses a long term risk free rate in its CAPM 
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estimates. Mr. Cummings chooses U.S. Treasury 
security rates with three to thirty years' 
maturity for his risk free rate; Staff argues that 
that indicates an assumed holding period of three 
to thirty years. According to Staff, Mr. Cummings' 
attempt to estimate both intermediate term and 
long term market risk premia suggests assumed 
intermediate and long term holding periods. 

Mr. Cummings testified that for telecommunications 
industry stocks, the expected holding period is 
less than three years. He distinguishes between 
portfolio turnover and investment horizon, noting 
that investors turn over their portfolios every 
one to three years, not every thirty years. He 
states that equity investors rebalance their 
portfolios often but have a long term focus for 
their portfolio investment. Therefore, he 
concludes that equity investors'· holding periods 
do not have to be thirty years long to use a 
thirty year U.S. Treasury bond as a risk free 
rate. 

In his direct testimony, however, Mr. Cummings 
equates investment horizon and holding period: "In 
practice, however, common stock investments are 
actively traded in the capital markets, indicating 
that investors have relatively short investment 
horizons or expected holding periods." 

We conclude that Mr. Cummings has inconsistently 
assumed conflicting holding periods. This 
inconsistency biases his cost of equity estimates 
upward. Staff's holding period assumption is more 
reasonable, because it is internally consistent 
and because it tracks better than USWC's with the 
time the rates from this case will be in effect. 

2. Risk Free Rate of Return. As noted above, the 
CAPM requires an estimate of the risk free rate of 
return. Staff's analysis assumes an intermediate 
holding period and relies on the average of spot 
yields for intermediate term U.S. Treasury 
securities. 11 Staff's risk free rate estimate is 
6.6 %. 

11 Staff's intermediate term securities are five, seven, and ten year 
securities, Mr. Thornton took the rates from the July 3, 1996, edition 
of the Wall Street Journal, as noted in the DCF discussion above. The 
rates averaged 6.66%, Because this case is based on an average of 
period rate base, which requires a doi,,mward adjustment (see discussion 
of DCF model above), Mr. Thornton adjusted the rate downward to 6.57%, 
then rounded to 6.6i. 
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Mr. Cummings' risk free rate is 7,09%. He uses 
thirty year U.S. Treasury securities for his risk 
free estimate. Staff argues that Mr. Cummings' use 
of long term securities is inappropriate because 
it is inconsistent with his holding period 
assumption, as noted above, because it causes an 
upward bias in his market risk premium estimation 
for holding periods greater than one year (see, 
discussion at 3. below), and because long term 
bonds include a liquidity risk premium that must 
be extracted before they are used in a CAPM 
analysis. Mr. Cummings disagrees that a risk 
premium must be extracted from long term bonds. 

As discussed above, the holding period assumption 
should be much shorter than thirty years in this 
case, where rates will likely be reexamined in 
late December 1998 and the cost of capital will be 
reestirnated based on market conditions at that 
time. An investor with a short holding period is 
exposed to large potential gains or losses by 
purchasing a long term instrument, because the 
instrument will be sold before it matures. For 
CAPM analysis, therefore, a U.S. Treasury security 
with a maturity greater than the assumed holding 
period should not be used as a proxy for the risk 
free rate. 

We agree with Staff that the long term Treasury 
rate includes a liquidity risk premium. 12 As 
Mr. Thornton pointed out, it is possible to 
correct the long term Treasury yield by 
subtracting the liquidity risk premium. 
Mr. Cummings did not make this correction. We 
conclude that Staff's risk free rate is the more 
appropriate. 

3. Beta. Beta is a measure of that portion of a 
company's risk that cannot be diversified away. 
The market risk premium is multiplied by the 
company's beta to determine investors' required 
return above the risk free rate. 

Mr. Thornton used the Fisher-Kamin regression 
technique to calculate his beta estimate." He 
estimated the beta of his sample 
telecommunications companies to be .80,,based on 

12 Staff/4, Thornton/43, citing Brealey and Myers, Principles of 
Corporate Finance, 3d ed., McGraw-Hill Book Co., New York, 1988, 
p. 1,84. 
"The Commission has previously approved this beta calculation method. 
See, e,g,, Order No. 94-336 at 25; order No. 87-406 at 66; and Order 
No. 80-634 at Appendix, 21-22. 
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data through 1994. (When he included 1995 data, 
the beta dropped to .72.) To arrive at his beta 
estimate, Mr. Thornton regressed his sample 
companies' stock returns minus the risk free rate 
on the New York Stock Exchange returns, also minus 
the risk free rate. The pertinent data for beta 
es_timation includes market portfolio returns, 
company stock returns, and risk free rates. 
Mr. Thornton used the Center for Research in 
Securities Prices (CRSP) value weighted index of 
New York Stock Exchange stock returns as a proxy 
for the portfolio returns and for data on his 
sample's stock returns. Mr. Thornton drew his risk 
free data from Ibbotson Associates' publication, 
Stocks, Bonds, Bills, and Inflation 1995 Yearbook. 
Both CRSP and Ibbotson data series ran from 1926 
through 1994. 

To estimate USWC's beta, Mr . .Cummings uses daily 
data, based on 219 trading days. Value Line uses 
five years of weekly data to estimate beta. The 
shorter data frequency on which Mr. Cummings 
relies biases his beta estimate upward. 
Mr. Cummings argues that he corrects for the daily 
beta bias statistical problem by using the Dimson 
and modified Scholes-Williams regression methods. 
Mr. Cummings chooses the S&P 500 as a proxy for 
the market portfolio, and derives beta estimates 
of .75 and .76 from that group of companies, with 
an average of .76. 

In keeping with the practice of Merrill Lynch, 
which weight raw betas 1/3 toward 1.0, 
Mr. Cummings adjusts his .76 average USWC beta 
toward 1.0, yielding a .84 beta. Then, in a manner 
similar to Value Line, which weights its betas 
toward 1.06, Mr. Cummings further rounds upward 
to .85. 

Staff and USWC have a number of technical 
differences involving the derivation of their 
respective betas, but their raw betas are almost 
identical. The betas of Staff and USWC differ 
because they employ different methods to adjust 
their raw betas. Mr. Thornton takes an average of 
telecommunications industry stocks and does not 
adjust his average beta, arguing that use of the 
industry average renders adjustment unnecessary. 
USWC adjusts its beta toward 1.0, the average of 
all betas (or toward 1.06, using the Value Line 
adjustment). 

We conclude that Staff's telecommunications 
industry average beta is more reasonable than a 
beta adjusted toward the average of all betas or 
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toward an even higher standard, such as Value Line 
uses. As Nobel laureate economist William F. 
Sharpe says: 

Information of the type shown in Table 13~4 
[industry average betas) can be used to 
"adjust" historic beta values. For example, 
the knowledge that a corporation is in the 
air transport industry suggests that a 
reasonable estimate of the beta value of 
its stock is greater than 1.0. It thus 
makes more sense to adjust a historic beta 
value toward a value above 1.0 than to the 
average for all stocks.,. 

Mr. Sharpe's support of the adjustment toward 
industry average is borne out by empirical studies 
that Staff has performed. Over a number of years. 
Mr. Thornton testified that Staff has concluded 
that weighting public utility betas toward 1.0 is 
inferior compared to weighting betas toward the 
average industry beta. 

Conversely, it makes more sense to adjust a 
historic company's beta toward a value below 1.0 
if it is in the telecommunications services 
industry, because the record reveals that 
telecommunications services companies are less 
risky than the average stock. Thus, if any 
adjustment to the raw beta is appropriate, it 
should be toward the industry average rather than 
toward a generic average of all stocks. Staff 
points out that if Mr. Cummings' truncated 
telecommunications company sample average relied 
on raw betas, rather than betas adjusted toward 
1.0 or 1.06, the average beta would be .78, lower 
than Mr. Thornton's estimate of .80. Because 
Mr. Thornton's sample takes the average of 
telecommunications services companies, we conclude 
that no adjustment to his raw beta is necessary. 

4. Market Risk Premium. The CAPM multiplies the 
estimated beta by the market risk premium, which 
must also be estimated. To estimate the market 
risk premium, Mr. Thornton uses an unbiased 
estimation method, whereas Mr. Cummings uses a 
method which he admits is biased upward for 
holding periods greater than one year. 

u Investments, 2d ed., Prentice-Hall, Inc., Englewood Cliffs, 1981, 
p. 344. 
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Mr. Thornton's method assumes that the average 
market risk premium over a large number of 
historical intermediate term holding periods is a 
reasonable estimate of the expected intermediate 
term market risk premium. He estimates the average 
historical intermediate term market risk premium 
by calculating the difference between expected 
compounded returns on the market portfolio and the 
compounded returns on the risk free asset over an 
intermediate period (the holding period assumption 
discussed in paragraph 1 above). In other words, 
the market risk premium is the difference in 
returns between an investor's two accounts, the 
one invested in the stock market and the other 
invested in U.S. Treasury securities, over an 
intermediate period. The difference is then 
annualized. 

Mr. Thornton used CRSP's 1926-1995 New York Stock 
Exchange/AMEX/ NASDAQ return series as a proxy for 
the theoretical market portfolio returns (a sample 
of approximately 8,000 stocks in his last month of 
data). He used 1926-1995 data in intermediate term 
U.S. Treasury securities rates from Ibbotson 
Associates' Stocks, Bonds, Bills, and Inflation 
1996 Yearbook to represent the risk free rates 
over that period. Mr. Thornton used two different 
series from the Yearbook: yield (ex ante rates) 
and total returns (ex post rates). He performed 
separate analyses on each of the series and 
generated two series of estimates. He then 
separated his 1926 to 1995 data into holding 
periods of five to ten years each, such that all 
his data were used only once, He then calculated 
the average rate of return difference between 
holding the market portfolio and holding the risk 
free rate over the intermediate term. Finally, 
Mr. Thornton averaged the market risk premium 
estimates for each of the holding periods. His 
estimate of the historical market risk premium 
using ex post U.S. Treasury security returns is 
5,8%; of historical market risk premium using 
ex ante returns, 6.3%. 

Mr. Cummings uses an arithmetic average approach 
to market risk premia. His estimates are the 
arithmetic difference between annual stock returns 
and annual bond returns. All of Mr. Cummings• ex 
post market risk premium estimates are based on 
arithmetic averages of annual data. The market 
risk premium range in USWC's rebuttal testimony is 
7.5% to 7.7% for intermediate term risk free rates 
and 7.1% to 7.3% for long term risk free rates. 
The ex post and ex ante estimates are very close. 
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USWC argues that this indicates that the 
estimation of the market risk premium is sound. 

USWC objects to the fact that Staff uses only 
historical data to estimate the market risk 
premium, ·whereas USWC uses an average of an 
historically derived (ex post) and current 
expected (ex ante) market risk premium. USWC 
argues that Mr. Thornton's range is biased 
downward because his calculation is based on 
differences of geometric means and the use of bond 
total returns rather than bond income returns. 
USWC contends that the theoretical literature and 
the provider of the data (Ibbotson Associates), as 
well as investors in U.S. Treasury bonds and the 
S&P 500 stocks, support the validity of the 
arithmetic mean procedure. 

Staff argues that Mr. Cummings' estimates are 
biased upward because, as he admitted on cross 
examination, a method like his that relies on the 
arithmetic average of annual data will produce an 
upwardly biased estimate if the holding period is 
assumed to be more than one year. Staff reminds us 
that Mr. Cummings implicitly assumes an 
intermediate term and long term holding period by 
his choice of risk free rates. Staff also points 
out that Mr. Cummings admitt.ed that Staff's method 
is an unbiased estimator method. 

Moreover, Staff takes issue with Mr. Cummings' 
ex ante market risk premium. Ex ante has a 
different meaning in Mr. Cummings' calculation 
than the yield that Mr. Thornton used as a term of 
his analysis. Mr. Cummings uses the term to mean a 
current market risk premium. Staff points out that 
Mr. Cummings stated in his direct testimony that 
the best estimate of the market risk premium, 
which varies over time around an average or mean, 
is the average risk premium over _the longest 
period for which data are available. Nonetheless, 
Mr. Cummings gives equal weight to his ex ante 
analysis, which involves performing a DCF analysis 
on the S&P 500 and subtracting intermediate term 
or long term interest rates. Staff argues that 
Mr. Cummings' application of the DCF to the 
S&P 500 is inappropriate, because he relies in the 
IBES short term and near term earnings forecasts 
as proxies for indefinite future growth. This 
choice skews his results upward, Staff contends. 

We are persuaded that Mr. Thornton's method of 
estimating the market risk premium is superior to 
Mr. Cummings'. Mr. Thornton uses an unbiased 
estimator, as Mr. Cummings admits. Appendix IV to 
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Mr. Cummings' direct testimony (USWC Exhibit 14) 
cites an article by Fuller and Hickman as the 
source of an unbiased estimation procedure. 15 

Mr. Thornton testified that the procedure in that 
article is substantially the same as the procedure 
he used in this case to estimate the market risk 
premium. 

USWC.argues that the theoretical literature 
supports Mr. Cummings' position on the arithmetic 
mean, but the articles included in his Appendix IV 
indicate that if an analyst has annual data and 
assumes a holding period of greater than one year, 
the analyst should compound returns over the 
assumed holding period before taking an average. 
This is what Mr. Thornton did with his monthly 
data. Mr. Cummings' analysis biases his results 
upward. We conclude that Mr. Cummings' results are 
less accurate as an estimate of the market risk 

·premium,- and adopt Mr. Thornton's estimates. 

CAPM conclusion: We have adopted Staff's 
recommendations on each of the contested issues in 
the CAPM analysis. Therefore, we adopt Staff's 
CAPM cost of equity estimates. They are 11.2% for 
the ex post U.S. Treasury security returns and 
11.6% for the ex ante (yield) returns. These 
estimates average to 11.4%. 

Flotation Cost Adjustment 

Mr. Cummings proposes to adjust his CAPM and DCF 
return on equity ranges upward by a factor of 
1.0115 to provide USWC with a return on estimated 
historical stock issuance costs. Staff recognizes 
that flotation costs are a necessary cost of 
business, but recommends that issuance expenses be 
recovered as an expense item, not through an 
increase in return on equity. Staff contends that 
Mr. Cummings' proposed approach improperly gives 
stockholders a one time gain. Staff also presented 
evidence that USWC does not expect to require 
large amounts of new equity financing. 

Disposition. We consider stock issuance costs to 
be expenses. Therefore, such costs must be 
included in rates when the expenses are incurred. 
See Order No. 94-336 at 28. Recovery of past 
issuance expenses in future rates would be 
retroactive ratemaking. See id.; see generally 

15 "A Note on Estimating the Historical Risk Premium," Financial 
Practice and Education, Fall/Winter 1991, pp. 45-48. 
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Letter of Advice dated March 18, 1987, to Charles 
Davis, Public Utility Commissioner (OP-6076). 

Mr. Cummings' proposal amounts to a perpetual 
return on historical estimated issuance expenses. 
Under regulatory schemes, bond costs are embedded 
and have fixed lives. Common stock, however, does 
not have a fixed life. Bonds are thus not 
analogous to stock in this context. Approval of 
the amortization of embedded costs such as fixed 
life bond expenses over the life of a bond does 
not justify a perpetual return on estimated 
historical stock issuance expenses. 

We note also that Mr. Cummings' flotation cost 
adjustment method has no basis in the financial or 
economic literature. The record discloses that 
when asked about support for his adjustment 
method, Mr. Cummings provided an article by 
Brigham and Gapenski discussing the cost of 
capital adjustment method (which is also what 
Mr. Cummings called his method). However, 
Mr. Cummings did not use the method prescribed in 
the Brigham-Gapenski article. The article 
discusses no adjustment to the CAPM for flotation 
costs. Mr. Cummings admitted that he had seen no 
professional literature containing mathematical 
proofs justifying the application of a flotation 
cost adjustment to the CAPM. 

Moreover, a flotation cost adjustment is 
internally inconsistent with the CAPM. The CAPM 
assumes that transaction costs are irrelevant, but 
flotation costs are transaction costs. For the 
above reasons, we reject Mr. Cummings' proposed 
flotation cost adjustment. 

Coverage Ratio 

At Issues 12 and 13, below, we discuss the 
implications of our decision on USWC's cash flow 
and business valuation. However, we must also 
discuss here·one aspect of USWC's argument about 
its viability in view of our decision. 
Mr. Cummings argues that Staff's case will cause a 
negative pretax interest ratio for USWC. 
Mr. Cummings supports his contention by 
hypothesizing a stand alone entity, USWC-Oregon. 
Mr. Cummings prepared an exhibit, USWC Exhibit 
120, to demonstrate the effect of Staff's case on 
USWC's pretax interest coverage ratio. 
Mr. Cummings states that bond rating agencies 
calculate interest coverage as follows: 
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Pretax Interest Coverage~ Pretax Income+ Interest 
Interest 

Staff contends that this exhibit compares an 
unadjusted USWC test year with Staff's adjusted 
test year. Staff moreover points out that USWC's 
calculations do not account for USWC's proposed 
$34,9 million US WEST Direct revenue imputation, 
any revenue requirement adjustments due to the 
sale of exchanges to PTI, any revenue requirement 
adjustments due to extraordinary 1995 customer 
service and maintenance expenses, any adjustments 
for tariff changes, or any adjustments for 
reengineering savings. Thus, Staff argues, USWC's 
Exhibit 120 does not even reflect USWC's adjusted 
version of the rate case. 

Staff has compared Mr. Cummings' pretax interest 
coverage formula for the hypothetical USWC-Oregon 
under Staff's adjusted test year after the second 
stipulation, both before and after revenue 
requirement reductions. Staff argues that it is 
clear that USWC-Oregon, if it were a stand alone 
entity, would have a financially sound interest 
coverage ratio. Staff notes that Mr. Cummings does 
not calculate pretax interest coverage in a manner 
consistent with the formula he provides, which is 
set out above. Instead, he merely divides pretax 
net operating income by interest expense. 

Staff included an Appendix A to its Cost of 
Capital brief in which showed the interest 
coverage ratio calculations for Staff's fully 
adjusted test year (including a 10.2% return on 
equity}, before and after a rate reduction. Staff 
uses both the method Mr. Cummings attributes to 
bond rating agencies and the method he actually 
uses in USWC Exhibit 120. Appendix A to Staff's 
Cost of Capital brief demonstrates the following 
about pretax interest coverage ratios under 
Staff's case after the second stipulation: 

Pretax Interest Coverage Before Rate Reduction 

Rating agency method: 9.02 
USWC Exhibit 120 method: 8.02 

Pretax Interest Coverage After Rate Reduction 
Rating agency method: 4.88 
USWC Exhibit 120 method: 3.88 

Staff points out that a pretax interest ratio 
coverage of 4.88 places USWC-Oregon above the 
Standard and Poor's AA benchmark of 4.5 for 
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telecommunications companies, and a ratio of 3,88 
places the entity within the A benchmark. Both AA 
and A ratings are superior to mere investment 
grade ratings. Staff concludes that a 10.2% return 
on equity, together with the rest of Staff's 
adjustments, will allow the hypothetical USWC
Oregon to maintain its financial integrity. 

Disposition. Staff's arguments persuade us that 
Mr. Cummings' pretax interest coverage ratio 
exhibit, USWC Exhibit 120, does not reflect even 
USWC's adjusted case. Moreover, as Staff points 
out, Mr. Cummings does not use the bond rating 
agency formula to calculate interest coverage. We 
find that Staff's calculations in Appendix A to 
its Cost of Capital brief are methodologically 
correct and demonstrate that USWC-Oregon, if it 
existed, would have a pretax interest coverage 
even after rate reduction sufficient to maintain 
its financial integrity. 

Conclusion. Under Duquesne, the rates we set in 
this case must give USWC's investors an 
opportunity to earn a return commensurate with 
those earned in enterprises of similar risk and 
sufficient to enable the company to attract 
capital. Based on the considerations set out 
above, we find that Staff's cost of equity 
analysis is superior to uswc•s in meeting these 
criteria. Mr. Thornton's telecommunications 
company sample better reflects the risk USWC 
faces. Mr. Cummings• selection of comparable 
companies are, on average, riskier than USWC. We 
find Mr. Cummings' analysis biased upward. 
Therefore, his analysis fails to meet the Duquesne 
criterion of setting a return like those earned by 
enterprises of similar risk. 

Further, we are satisfied that Staff's recommended 
return will maintain uswc•s financial integrity. 
Finally, we are persuaded that the return is high 
enough to attract capital. Therefore, we adopt 
Staff's recommendation of 10.2% to 12.9% as the 
reasonable range of return on equity. The midpoint 
of that range is 11.6%. 

Proposal to Set Allowed Return at Low End of 
Reasonable Range: After establishing a range of a 
return on equity the midpoint of which is 11.6%, 
Staff recommends a service quality adjustment to 
lower the return on equity to 10.2%. We adopt this 
recommendation. See discussion at Issue 9 below. 

44 

327 



ORDER NO. f.) Q - 19 1 

Issue 3a, US WEST Direct Yellow Pages lmp11tatio11. The discussion on 
pages 37-43 of Order No. 97-171 is readopted except that USWC may continue to use the 
retention rate from UT 102, in effect since June 1992; and foreign directory revenues are 
removed from the imputation. The adjustment to the retention rate increases the annual 
intrastate revenue requirement by $4.9 million. 

ISSUE 3: US WEST DIRECT DIRECTORY REVENUE IMPUTATION 

Disputed Issues: 

Issue 3a, u S WEST Direct Directory 
Imputation (Adjustment 16). Staff and 
USWC agree that the test year should be 
adjusted but disagree about the amount 
of the adjustment and the method used to 
calculate the imputation. Staff used the 
method and publishing fee rate adopted 
in docket UT 85 to calculate revenues 
from US WEST Direct. USWC used the 
$34.7 million directory revenue 
imputation that was in the UT 85 revenue 
requirement. 

Issue 3b, US WEST Direct Directory 
Growth (Adjustment 16a). Staff included 
growth at the level expected to occur 
during the period when rates from this 
docket are in effect. Staff and USWC 
disagree about the need for proforma 
adjustments (see Issue la, Test Year). 
If the Commission includes Staff's 
adjustment in the test year, the final 
amount depends on the resolution of 
Issues 3a, Directory Imputation, and 8j, 
Access Line Growth. 

Issue 3a: US WEST Direct Directory Revenue 
Imputation 

Before the divestiture of AT&T, the local Bell 
telephone companies published and distributed 
alphabetical and classified telephone directories 
(the white and yellow pages) within their service 
territories, Historically, the publication of 
telephone directories has been part of the local 
telephone company's service obligations, and the 
revenues from directory publishing and advertising 
have been used to defray the utility's revenue 
requirement and maintain affordable local 
telephone rates. 
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After the breakup of AT&T, directory operations 
remained with the local telephone companies, Since 
that time, some of the Bell operating companies, 
including USWC, have transferred their directory 
operations to nonregulated affiliates. USWC 1 s 
current directory publishing affiliate is US WEST 
Direct (USWD), which was created in 1986. See 
Order No. 88-488, UI 54, in which the Commission 
authorized USWC (which was then known as Pacific 
Northwest Bell, PNB) to enter into various 
publishing agreements with USWD. But for 
imputation, the transfer of assets from the 
regulated utility to a nonregulated affiliate 
would have diverted the publishing revenues from 
ratepayers to shareholders. 

USWD 1 s directory operation is highly lucrative. 
The USWD directory dominated the field in 1988, 
when the Commission approved the publishing 
agreements, and USWD dominates the field today. 
Its revenue growth rate has consistently been 
high; see discussion at Issue 3b below. 

Like a number of other states, Oregon opposed this 
attempt to transfer the assets of the regulated 
telephone company to nonregulated affiliates 
without customer compensation. we reasoned that 
the value of the directories is connected directly 
to the regulated operations of the local telephone 
company. The relationship between telephone 
service and yellow pages advertising in the 
directories is symbiotic. As we said in Order 
No. 88-488, at 7: 

[T]he Commission believes that the thing 
of value which is being transferred, and 
which makes these Yellow Pages different 
and much more valuable than others, is 
their connection with the local exchange 
telephone company .... The distribution 
of the classified advertising with the 
necessary white pages by, with the 
blessing of, or in association with the 
local exchange company sets [the Yellow 
Pages) apart from any other classified 
advertising efforts. 

We further reasoned that the local exchange 
company· 1 s position as incumbent telecommunications 
service provider was conferred on it by the State 
of Oregon through the Commission. ORS 759.020, 
759.025. We concluded that the directory 
publishing rights, opportunities, and profits are 
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valuable assets that have been derived by the 
local exchange company in connection with its 
state authorized position as a monopoly or 
regulated local telecommunications service 
provider. In considering PNB's publishing 
agreements with USWD, we stated (Order No. 88-488 
at 8) : 

The Commission is not disposed to permit 
the parent company to spin off the money
making ventures of its operating 
companies, one by one, thus increasing the 
net revenues required to support ·local 
service. This is especially true when 
those revenues result from a venture which 
receives its value from its close 
association with the communications 
services provided by the local exchange 
company. 

Accordingly, when we approved the publishing 
agreements between PNB and USWD, we provided that 
"the revenues which will be credited to PNB as a 
result of the transfer will be based on the 
difference between the revenues received from the 
publication venture, and the reasonable costs of 
publication." Order No. 88-488 at 9. In that same 
docket (UI 54), PNB represented that regardless of 
the transfer of the directory publishing operation 
to USWD, regulated ratepayers would continue to 
benefit from such publishing. 

In other words, we have imputed to PNB, now USWC, 
directory revenues. This imputation lowers USWC's 
revenue requirement. In PNB's last general rate 
case in Oregon, UT 85, we determined that 

a level of directory publication expense 
equal to [***] 16 percent of USWD's [Oregon] 
net revenues is fair and reasonable for 
purposes of this proceeding. The remaining 
[****] percent of USWD's [Oregon] net 
revenues should be imputed to PNB, 
lowering its revenue requirement by 
$29.066 million. Order No. 89-1807 at 34. 

Imputation of directory revenues to USWC is the 
form of annual compensation that was adopted by 
the Commission to remunerate the utility's 
ratepayers for USWD's use of their directory 

16 The bracketed data are confidential. 
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related assets. See Order No. 89-1807 at 28-42. 
Those assets are USWD's right to publish 
directories on behalf of USWC and the associated 
opportunities, goodwill, reputation, and profits 
that derived from PNB's position as a regulated 
telecommunications service provider. In Order 
No. 89-1807, we determined that those assets 
belong to USWC's ratepayers. 

In UT 85, Order No. 89-1807, we adopted a revenue 
retention rat:i.o for determining the amount of 
directory revenues to impute to PNB. The ratio is 
derived by determining directory expenses as a 
percentage of USWD's net revenues (i.e., gross 
revenues less uncollectibles) and then imputing 
the remaining percentage of. ·USWD' s net revenues 
(directory profits) to USWC. Order No. 89-1807 at 
29-30. Also in Order No. 89-1807, we adopted a 
4.1% growth adjustment for PNB, because "the 
evidence indicates that there is a substantial 
likelihood that growth in directory revenues will 
equal or exceed 4.1% in the foreseeable future." 
At 41-42. 

In UT 80, Order No. 91-1598, we adopted an 
Alternative Form of Regulation (AFOR) plan for 
USWC. As part of the plan, the utility agreed that 

[it] will not challenge, through 
legislation or litigation, the 
Commission's authority to impute Yellow 
Pages revenues for ratemaking purposes. 
This agreement is binding for the five
year term of the Plan and for five years 
after the end of the Plan. However, USWC 
is not prohibited from challenging the 
methodology and amount of imputation after 
the term of 'the Plan has expired. 

Order No. 91-1598 at 8-9. On May 1, 1996, the 
Commission terminated the AFOR plan by Order 
No. 96-107. The five year post AFOR period during 
which USWC is prohibited from challenging our 
authority to impute Yellow Pages revenues for 
ratemaking purposes runs through April 30, 2001. 

Despite this agreement, USWC spent considerable 
time at hearing and in its briefs arguing against 
the rationale for imputing Yellow Pages revenues, 
against the legality of such imputation given the 
Telecommunications Act of 1996, and against the 
policy of imputation in the current deregulatory, 
procompetitive climate. 
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We will not address USWC's arguments about the 
rationale for Yellow Pages imputation. We believe 
we have set ou.t our arguments clearly in the 
orders cited above. Th~ directory publishing 
assets belong to the ratepayers. The ratepayers 
should be compensated for the profitable 
enterprise that PNB transferred out of its 
regulated operations. 

As to USWC's legal arguments, we find them to be 
not only direct challenges to the Commission's 
authority to impute Yellow Pages revenues for 
ratemaking purposes, in violation of the AFOR 
provision quoted above; we also find them to be 
incorrect. We address them summarily. 

USWC argues that the Telecommunications Act of 
1996 requires that universal service support 
me·chanisms be competitivel'y neutral or they are 
subject to FCC preemption. 47 USC §253. The record 
in this case does not indicate that Yellow Pages 
imputation supports universal service entirely. 
Instead, it shows that profits from Yellow Pages 
are used to meet USWC's total revenue requirement. 
It is also premature to claim that USWC's local 
rates would be subsidized illegally as a result of 
imputation, because the Commission will not decide 
on particular service rates until the end of the 
rate design phase of this case. Finally, USWC in 
its comments to the FCC in FCC docket No. 96-98 
raised the directory revenue imputation issue. The 
FCC did not adopt USWC's suggestion that state 
imputations of directory revenues be preempted. 
See FCC Order 96-325 (the Interconnection Order). 

Even if directory revenue imputation were 
prohibited by the universal service provisions of 
the Act or by the provisions prohibiting barriers 
to competition, which USWC also argues, we would 
not simply allow USWC's shareholders to keep the 
directory profits. Ratepayers would have to be 
compensated for the valuable intangible assets 
(directory publishing rights, opportunities, 
reputation) that USWD has acquired in connection 
with USWC's position as a regulated 
telecommunications service provider. 

USWC argues that it is unfair to use revenues from 
an advertising business conducted by another 
company, which never even appear on USWC's books, 
to depress uswc•s retail rates. This plaint 
ignores the historical relationship of PNB and the 
directory assets, which we have determined belong 
to ratepayers. 
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USWC contends that ORS 759.050, the Competitive 
Zone statute, prohibits directory revenue 
imputation. USWC reasons that imputation creates a 
subsidy of the utility's local residential 
telephone rates, which will inhibit competitive 
entry. We do not consider imputation a subsidy, as 
we have stated, but compensation for assets that 
belong to ratepayers. Moreover, we note that 
although a number of potential competitors of USWC 
in the local exchange market have intervened in 
this docket, they have been silent as to the 
detrimental effects of directory revenue 
imputation on local competition. 

USWC asserts that ORS 759.030(5) prohibits 
dire~tory revenue imputation. This argument was 
considered and rejected by the Commission in 
UT 85, Order No. 89-1807 at 12-13, and will not be 
addressed again here. 

USWC maintains that directory revenue imputation 
is prohibited by 47 USC §254k. That section 
provides: 

SUBSIDY OF COMPETITIVE SERVICES 
PROHIBITED. A telecommunications carrier 
may not use services that are not 
competitive to subsidize services that are 
subject to competition. The [Federal 
Communications) Commission, with respect 
to interstate services, and the States, 
with respect to intrastate services, shall 
establish any necessary cost allocation 
rules, accounting safeguards, and 
guidelines to ensure that services 
included in the definition of universal 
service bear no more than a reasonable 
share of the joint and common costs of 
facilities used to provide those services. 

This section does not apply to directory revenue 
services, which are nonregulated services legally 
subject to competition. USWC errs in relying on 
Staff's factual assertion that USWD dominates the 
directory publishing industry in Oregon. 

Finally USWC argues that directory revenue 
imputation trenches on USWD's free speech rights. 
USWD, a separate entity from USWC, is not a party 
to this proceeding. USWC has no standing to assert 
USWD's rights here. Moreover, even if USWC did 
have standing, the First Amendment argument is 
meritless. USWC asserts that imputation, by 
extracting a subsidy from the directory 
advertising business, deters the exercise of the 
expressive and creative activities in that 
business. The implication is that absent 
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imputation, USWD would more aggressively increase 
its Yellow Pages revenues, concomitantly 
exercising editorial creativity and the expression 
of ideas. As we have stated many times, imputation 
compensates USWC ratepayers for use of assets that 
belong to them. If USWC feels that this 
arrangement impedes its affiliate•s creativity and 
expression, USWC and its affiliate should arrange 
for some other form of compensation for 
ratepayers. The First Amendment does not 
contemplate uncompensated use of another's assets 
in the exercise of editorial creativity or the 
expression of ideas. 

In the present case, USWC proposes a directory 
revenue imputation amount of $34,829,500 for the 
test year. This is the amount the Commission has 
imputed to USWC annually since January 1, 1992. 
Staff, arguing that USWD's Oregon revenues have 
grown substantially since 1992, recommends an 
imputation amount of $[deleted text not 
readopted]. Staff calculated this amount by 
applying the [****] percent directory revenue 
retention ratio approved by the Commission in 
UT 85 to USWD's 1995 Oregon net revenues of 
$ [****]. 

USWC contends that the following sources of 
directory revenues should not be imputed to it: 
sale of advertising to non USWC subscribers 
(national advertisers); [deleted text not 
readopted]; and recycling of directories. We 
reject this argument. These sources of revenues 
exist because USWC provides local 
telecommunications service. Regardless who 
purchases an advertisement, the point is to sell 
whatever is advertised to the subscribers of USWC, 
who receive the telephone directory. The value of 
the directory is directly linked to the regulated 
operations of the telephone company. Revenues from 
[deleted text not readopted] directory recycling 
also arise in connection with USWC's directory 
publication and distribution obligations as a 
regulated telephone company. 

[Deleted text not readopted] USWD's financial 
worksheets for 1995 show that its Oregon net 
operating revenues after expenses were greater 
than Staff I s recommended imputation amount. 17 

1
•
1 This assumes that a confidential amount in unspecified U S WEST Inc., 

budget:ed (not actual) expenses allocated to USWD's Oregon operat:ions 
were proper costs. There is some indication that USWD's Oregon costs 
for 1995 may be inflated by unidentified "other general and 
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Moreover, the factors relevant to the retention 
ratio have either not changed or have improved for 
USWD in Oregon. USWD still dominates the directory 
publishing market, with more than an 80% share. 
USWD's rates for advertisements have increased 
faster than the rate of inflation. USWD's Oregon 
revenues, net operating revenues, and net income 
have grown steadily since 1992 and USWD's returns 
on equity are very high. [Deleted text not 
readopted] 

Issue 3b: US WEST Direct Directory Revenue Growth. The discussion 
on page 43 of Order No. 97-171 is readopted, but the amount in Appendix A, 
Column 16a, is amended to reflect the $0.3 million reduction in growth due to exclusion 
of foreign directory revenues and the change in retention rate. 

Staff recommends a directory revenue growth 
adjustment[deleted text not readopted]to 
Account 523.0 (Directory Revenues) for the period 
rates resulting from this proceeding are expected 
to be in effect. This amount is 3.8% of the 1995 
base directory revenue amount [deleted text not 
readopted], which equals the 6.8% growth, figured 
as a geometric average, of USWD's Oregon net 
directory revenues between 1992 and 1995, less the 
3% access line growth adjustment Staff advocates 
in Issue 8j, Access Line Growth. Staff used August 
31, 1997, the midpoint of the 32 month period when 
rates are expected to be in effect, to calculate 
the directory growth adjustment. 

Staff argues that its directory revenue growth 
adjustment is reasonable in light of USWD's 
consistent record of directory revenue growth 
since 1992 and of the forecasts of outside 
financial analysts. Staff notes that USWD 
continues to dominate the directory publishing 
markets in Oregon. In 1995, USWD's publishing 
revenues grew by 7%; in second quarter 1996 they 
increased by 8% compared to the same period in 
1995. For third quarter 1996 they increased 7% 
over against the same period in 1995. USWD also 
experienced a 4% increase in revenues per 
advertiser. Finally, Oregon is one of the ten 
fastest growing states in the nation, and USWC is 
facing strong demand for its telecommunications 
services in Oregon. 

administrative expense." There is.also some indication that USWD 
underreported its Oregon revenues. 
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USWC argues that Staff's growth adjustment is 
onesided because Staff did not include any 
expenses in the adjustment. Staff responds that 
directory expenses are factored into the revenue 
retention ratio [deleted text not readopted], 
which Staff has used in this rate case. The ratio 
determines directory expenses as a percentage of 
USWD's net revenues. Only USWD's profits are 
imputed to USWC. Staff notes that USWC did not 
prove that USWD's future expenses for Oregon 
directory operations will be greater than the 
expens~ amounts factored into Staff's revenue 
retention ratio. As USWD's Oregon directory 
revenues grow, the amount of expenses incorporated 
in the retention ratio increases by a percentage 
of the revenue increase equal to 100 minus the 
retention ratio. 

We adopted a 4.1% growth adjustment for PNB in 
UT 85, Order No. 89-1807, because of substantial 
likelihood that growth in directory revenues would 
equal or exceed 4.1% in the future. The same 
reasoning applies here. The evidence strongly 
points to continued growth for USWD directory 
revenues: Staff's proposal of 3.8% is conservative 
given USWD's growth to date. We adopt Staff's 
proposed growth adjustment. USWC's argument that 
Staff's calculation failed to include expenses is 
mistaken. 

Issue 4, Affiliated Interests and Corporate Allocations. The Issue 4 
adjustments at pages 44"59 of Order No. 97-171 are readopted. 

ISSUE 4: AFFILIATED INTERESTS AND CORPORATE ALLOCATIONS 

Completely Settled Issues: 

• Issue 4a, Strategic Marketing 
(Adjustment 19). Staff and USWC agree 
to restate expenses to recognize the 
break up of Strategic Marketing. 
Appendix B, First Stipulation, 
Paragraph 4. 

• Issue 4d(3), Affiliated Interest 
Charges (Adjustment 20b). Staff and 
USWC agree to remove charitable 
contributions, dues and memberships, 
lobbying and certain other affiliated 
interest charges. Appendix B, First 
Stipulation, Paragraph 5. 
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• Issue 4g(l), Part 64 Still Regulated 
(Adjustment 23). The FCC deregulated 
certain services and required below 
the line accounting. That is, 
nonregulated and nonoperating income 
amounts are shown below the net 
operating income line on the income 
statement. Some of these services 
remain regulated in Oregon. Staff and 
USWC agree on amounts to add back, 
but disagree about whether revenues 
should be imputed to render these 
services revenue neutral 
(Issue 4g(2)). 

Significantly Undisputed Issues: 

• Issue 4e, Affiliated Interest Return 
Component (Adjustment 21). Staff and 
USWC agreed to remove the rate of 
return that USWC had recorded in 
excess of the midpoint of Staff's 
rate of return range. For the final 
adjustment, Staff and USWC agreed to 
use the rate of return authorized in 
this docket. The final amount 
therefore depends on the resolution 
of Issue 2c, Cost of Equity. 
Appendix B, First Stipulation, 
Paragraph 6. 

• Issue 4f, Headquarters Allocations 
(Adjustment 22). Staff and USWC agree 
to (al restate the test year to 
reflect the corporate allocation 
factors that became effective 
January 1, 1996, and (bl consider the 
effects of the exchange sales that 
occurred after the development of the 
factors that become effective 
January 1, 1996. The final amount 
depends on the resolution of disputed 
expense issues. Appendix B, First 
Stipulation, Paragraph 7. 

• Issue 4h, Nonregulated Costs Removed 
in Columns 18-21 (Adjustment 23b). 
Staff's test year is based on total 
Oregon data subject to separations. 
However, three of Staff's adjustments 
contain small amounts of unregulated 
costs, which Staff has removed. Staff 
and USWC agree that this adjustment 
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should be made if the Commission 
adopts Staff's adjustments in 
Issues 4b through 4e, affiliated 
interests. Therefore, the final 
amounts depend on the resolution of 
Issues 4b through 4e. 

Disputed Issues: 

• Issue 4a, Rent Compensation Study 
(Adjustment 17). Staff and USWC agree 

on this adjustment except that USWC 
disagrees that the Commission should 
disallow any costs related to square 
footage. Staff and USWC agree to 
replace the rent compensation 
carrying charge (a reduction to 
Miscellaneous Revenues) with rate 
base and expense amounts. The final 
amount also depends on the resolution 
of Issue 2c, Cost of Equity. In 
calculating the carrying charge, USWC 
used an overall company achieved rate 
of return of 10,81 percent. Staff 
recommends using the midpoint of the 
authorized rate of return range, The 
final amount also depends on the 
resolution of Issue 4b (UM 753 Lease 
Expenses) and the final allocation 
factors from Issue 4f (Headquarters 
Allocations). • 

Staff made the following adjustments to 
the July 1995 Rent Compensation Study: 

• Removed 3. 8958 percent of 
the headquarters, 
centralized and cross 
boundary amounts. This 
percentage represents the 
nonregulated portion. 

• Adjusted the headquarters 
and centralized rent 
compensation floor space to 
reflect a composite amount 
of 300 square feet per 
employee. 

• Adjusted the headquarters 
and centralized allocation 
factors based on labor 
dollars to reflect the UP 
96 sale of exchanges to 
Telephone Utilities of 
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Eastern Oregon, Inc., 
d.b.a. PTI Communications. 

• Adjusted the operating rent 
amounts to reflect 
adjustments prepared by 
Staff in Docket UM 753. 

• Issue 4b, UM 753 Lease Expenses 
(Adjustment 18). Four leases were 

moved from docket UM 753 for 
litigation in this docket, and Staff 
has adjusted expenses accordingly. 
Staff also reduced lease expenses to 
reflect Order No. 96-179 in UM 753. 

• Issue 4d(l) and 4d(2), Fax Services 
(Adjustments 20-20a). Staff argues 
that fax services are regulated 
telecommunications services under the 
Commission's jurisdiction. Staff 
therefore restated revenues to 
recognize the June 1, 1995, service 
agreement. 

Staff also increased the revenues to 
reflect the level expected during the 
period when rates from this docket 
will be in effect. USWC considers 
these fax services issues to be 
growth adjustments outside the test 
year. Staff disagrees; it argues that 
Issue 4d(l) is a normalizing 
adjustment. 

• Issue 4d(4), FCC License 
(Adjustment 20c). Staff restated the 
test year to recover the value of an 
FCC license sold by USWC. USWC 
disagrees with Staff's adjustment, 
arguing that it was already included 
in a rate case. 

• Issue 4g (2), Part 64 Still Regulated 
Revenue Imputation (Adjustment 23a). 
USWC disagrees that revenues should 
be imputed to render these services 
revenue neutral. If the Commission 
includes Staff's revenue imputation 
adjustment, then Staff and USWC agree 
that the final amount depends on the 
resolution of Issue 6c, Tariff, 
Price, and Contract Changes. The 

56 

339 



ORDER NO. 0 0 - 19 1 

final amount also depends on 
lssue 2c, Cost of Equity. 

Issue 4a: Rent Compensation Study - Excess 
Building Space 

USWC has telephone operations in fourteen states, 
of which Oregon is one. Within those states, USWC 
houses headquarters and centralized employees with 
multistate job functions and duties. Because of 
the multistate nature of the functions, USWC must 
perform studies to allocate the associated costs 
among the states it serves. 

Staff proposes to adjust USWC's state composite 
headquarters and centralized employee space 
allowance to 300 square feet per employee. Staff's 
position is that building space expenses should be 
recognized in rates only if the expenses are 
reasonable. Staff's purpose in making the 
adjustment was to ensure that Oregon ratepayers do 
not bear costs for excess building capacity. 
Staff's adjustment would decrease USWC's proposed 
total Oregon rate base by $2,151,561 and total 
Oregon operating expenses by $735,484. 

To establish its standard for square feet per 
employee, Staff compared USWC's rent compensation 
studies for 1992 and 1995. In its rent 
compensation study, USWC adjusts total building 

·costs to remove nonadministrative space. 18 Staff 
determined that USWC's square footage per employee 
increased from 309 in 1992 to 347 in 1995. Total 
employees in the studied locations decreased by 
6,284 from 1992 to 1995, but the number of 
headquarters and centralized employees at the 
studied locations increased by 7,785 during the 
same period. 

Staff determined that the ratio of headquarters 
and centralized employees to total employees in a 
building is increasing, as is the square footage 
per employee. Staff concludes that with these 
increases, more dollars are assigned to the 
headquarters and centralized category for 
allocation among the 14 states. Staff argues that 
the increase in square feet per employee indicates 

18 To achieve this I USWC deducts from total usable space vertical 
penetration (stairwells, elevator shafts), core areas {restrooms, 
lobbies, corridors, mechanical rooms), network equipment space, space 
rented to affiliates, third-party leased space~ and computer space to 
arrive at administrative space. 
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that there is idle capacity and the fixed costs 
associated with it are being passed through for 
recovery in rates. 

Staff notes that it selected 300 square feet per 
employee as a reasonable amount because that was 
approximately the amount calculated from the 1992 
rent compensation study and because it was a 
conservative amount, being more than the Building 
Owners Management Association (BOMA) 
recommendation of 250 to 270 square feet per 
employee and more than the Public Utility 
Commission building use of 278 square feet per 
employee. Staff believes that because the 1995 
study captures USWC's reorganization and 
downsizing, the proposed adjustment more 
accurately represents where USWC's building cost 
level will be during the time rates are in effect. 

USWC argues that the Commission may not disallow 
the expenses in question without a showing that 
they have been imprudently incurred. USWC notes 
that Staff does not claim that USWC acted 
imprudently in acquiring or failing to dispose of 
building space. USWC maintains that it made a good 
faith decision to acquire space when it was 
needed, and that it should now be allowed to 
recover costs for idle building space just as it 
is allowed to recover other telephone investment. 

USWC also argues that Staff's calculation of 
square footage relies on USWC's rent compensation 
studies, which were designed to allocate building 
investment and lease expense for space used in 
providing service for more than one state. The 
data in those studies, USWC maintains, were not 
collected to measure average floor space per 
employee, and the studies do not use the BOMA 
definition of usable administrative space. 
Therefore, USWC argues, Staff draws incorrect 
inferences from the study and makes comparisons to 
external measures that Staff cannot show to be 
reasonably comparable. USWC contends that space 
for parking and cafeterias is included in its rent 
compensation studies but not in the external 
measures Staff uses, while contract employees and 
employees of vendors are not included in Staff's 
calculations, although they are present in uswc•s 
buildings. USWC argues that these factors result 
in an overstatement of the company's space per 
employee. USWC argues that, taking these factors 
into account, its "usable administrative space" is 
within Staff's 300 square feet per employee 
standard. 
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USWC also charges that Staff's 300 square feet per 
employee standard is arbitrary. Staff responds 
that it did not set the 300 square foot per 
employee limit solely based on the Commission 
building or the BOMA standards. Staff used those 
external. comparisons only as guidelines. If it 
had, the limit could have been 270 or 275 square 
feet per employee. Instead Staff set the limit at 
300 square feet, which, it argues, accommodates 
the existence of contract employees. 

USWC notes that it provided actual data for its 
major buildings that should be used for this 
analysis, rather than the inapplicable rent 
compensation study. USWC asserts that its 
affiliate Business Resources, Inc., (BRI) tracks 
usable administrative square feet for major 
buildings, and this tracking sh_ows the major 
building space per employee to be 269 square feet 
in September 1996. USWC Exhibit 75 summarizes 
BRI's results. This information, according to 
USWC, is traced in a manner consistent with the 
BOMA definition of usable space. 

Staff contends that this exhibit omits minor 
buildings, which constitute about one third of 
USWC's total headquarters and centralized employee 
space. The average square footage per employee in 
the 1995 rent compensation study for minor 
buildings exceeds the average for major buildings 
by 48 square feet." Staff argues that USWC 
Exhibit 75 does not establish USWC's reasonable 
use of "minor building" space or that its total 
composite state building space is reasonable. 

Second, Staff notes that USWC Exhibit 75 contains 
no comparison with July 1995. Staff points out 
that a comparison of Exhibit 75 and the July 1995 
rent compensation study shows that headquarters 
employees increased from 26,049 in 1995 to 31,830 
in USWC Exhibit 75. Staff argues that the 
increased concentration of headquarters employees 
in major buildings may have decreased the major 
building square footage per employee found in 
September 1996. 

Moreover, Staff responds that USWC fails to 
recognize that the initial basis for Staff's 
adjustment was the comparison between the 1992 and 

19 According to Appendix D to Staff's Opening Brief, at 4, USWC' s 
response to Data Request 89, the 1995 building study, indicates that 
the major buildings have a square footage per person average of 332, 
while the minor buildings average 380 square feet per person. 
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the 1995 rent compensation studies. If the studies 
include any space that deviates from what would be 
included under the BOMA standards, this is largely 
irrelevant, Staff contends, because the additional 
space would be included in both the 1992 and the 
1995 calculations. Staff gives weight instead to 
the increase in square feet per employee, which it 
contends is attributable to excess building 
capacity. 

USWC responds that the Commission should give more 
weight to Exhibit 75 than to the rent compensation 
studies figures. First, the company argues that 
Exhibit 75 measures according to BOMA standards, 
so that it is clear what is included and what is 
excluded. Second, USWC adds the 48 square feet by 
which the minor buildings exceed the major 
building average in Staff's Appendix D to the 
269 square foot average for the major buildings in 
Exhibit 75 to arrive at an average for the minor 
buildings of 317 square feet. USWC then weights 
this figure, multiplying the major buildings' 
269 square feet by 67% and the minor buildings' 
317 square feet by 33%, which yields a composite 
285 square feet per employee. 20 

Disposition. We accept Staff's calculation of 
300 square feet of administrative space per 
employee in headquarters and centraiized buildings 
as reasonable. However, we believe that the record 
is unclear with respect to what the rent 
compensation studies include. Staff notes that the 
figures do not include contract workers, but 
argues that its 300 square foot figure is 
conservative enough to accommodate such workers. 
However, Staff does not answer USWC's contention 
that the rent compensation studies include space 
for parking and cafeterias, whereas the external 
measures do not. 

Staff seems to argue against an adjustment based 
on Exhibit 75 because during the test year the 
square footage per employee in headquarters and 
centralized buildings could have exceeded 
300 square feet. However, as we stated in the 
discussion of Issue 1A, the function of a test 

20 USWC also calculates the minor building average square footage on a 
percentage relationship. The rent compensation study gives 380 square 
feet as average for the minor buildings, which is 14i greater than the 
332 square feet for the major buildings. Applying the same percentage 
relationship to the BRI major buildings yields 308 square feet for the 
minor buildings. If these figures are weighted by percentage, the 
composite is 282 square feet. 
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year is to represent expenses during the time 
rates will be in effect. Staff notes that the 
1995 rent compensation study captured a point at 
which USWC had not completed its plan to position 
itself for competition. Therefore, we find it 
appropriate to consider the 1996 data represented 
by Exhibit 75. Not only do those data reflect a 
later period, in which we may assume that USWC has 
progressed in its plan for competition; we also 
have better assurances that those data reflect 
only administrative space. 

Following USWC's calculation of minor and major 
building square footage per employee, we conclude 
that uswc•s average square footage per employee in 
headquarters and centralized buildings is under 
300 square feet. uswc•s rent expenses are, 
therefore, reasonable and will be allowed. 
We note that our decision on this issue is limited 
to the facts befoi;-e us. Where the use of space 
changes, we will not automatically approve 
continued expense. We approve the expenses in this 
issue because we find them reasonable. 

Issue 4a and 4b: Lease Expense 

Staff proposed adjustments for various aspects of 
USWC's lease expense for certain identified 
properties. USWC stipulated to each adjustment 
except for the one concerning the property called 
"1201 Farnham." At issue is the allocation of 
space at that property between 
office/administrative space and lab/computer 
space. The allocation is significant, because 
lab/computer space is more expensive than 
administrative space. 

From a consultant's study provided by USWC, Staff 
determined that the Farnham space should be 
allocated roughly 80% to office use and 20% to 
computers. Staff proposes to disallow $243,013 of 
lease expense for this property on a system wide 
basis. The Oregon share of this disallowance is 
approximately $20,000. USWC claims that these 
percentages should be reversed. With its reply 
testimony USWC submitted an. exhibit, USWC 
Exhibit 79, which USWC alleges shows the actual 
configuration of the property. USWC argues that 
Staff's allocation of space should have been 
revised in view of these actual data about the 
building's composition. USWC contends that it is 
arbitrary and capricious of Staff to ignore the 
actual evidence of its second exhibit. 
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Staff responds that it took the first data USWC 
submitted, the consultant's study, to be actual 
data with respect to the configuration of the 
Farnham property, and that the second document 
USWC submitted conflicted with the first. Staff 
further asserts that it had not had a fair 
opportunity t9 analyze, verify, and possibly 
normalize the data in the second document. 
Moreover, Staff argues, Exhibit 79 was not 
supported by any documentation. 

Disposition. We conclude that USWC's evidence is 
insufficient to show that the actual configuration 
of the Farnham property is dedicated roughly 80% 
to lab/computer functions and 20% to 
administrative functions. It is reasonable for 
Staff to rely on the evidence USWC first 
submitted, because Staff has not had a reasonable 
opportunity to examine the second document USWC 
submitted, which conflicts with the first. If USWC 
can document its new numbers for the Farnham 
property, the lease expense should be higher in 
the next rate case. 

Issue 4d(1), Fax Services 

Staff recommends increasing Account 5260, 
Miscellaneous Revenue, by $137,200 to account for 
revenues USWC receives from CSC Intelicom, Inc., 
(CSC) in conjunction with the provision of 
facsimile (fax) services. Staff takes the position 
that fax service is a regulated telecommunications 
service and that USWC is jointly providing fax 
services with CSC. 

USWC argues that the Commission has no 
jurisdiction to regulate fax services. The company 
further argues that it is not providing fax 
services but merely providing marketing support 
for CSC, which owns the hardware and, according to 
USWC, controls the provision of the services. 

USWC also argues that Staff's position on this 
issue is inconsistent with the position it takes 
on Issue 4g, Part 64 Still Regulated. Finally, 
USWC argues that Staff's adjustment is incorrectly 
calculated. 

Service Provision. The contract between CSC and 
USWC is a confidential exhibit (Staff 81). The 
contract confirms uswc•s claim that CSC owns the 
hardware involved in provision of fax services, 
and USWC is responsible for marketing. However, 
the contract reveals that USWC is also responsible 

62 

345 



ORDER NO.() 0 ·- I 9 •j 

for controlling significant aspects of the fax 
service provided over its telephone lines. We 
conclude, therefore, that USWC is jointly 
providing fax service with CSC. 

Jurisdiction. Staff argues that the Commission has 
jurisdiction over USWC's provision of fax services 
because we have jurisdiction over the service a 
utility provides. Staff cites to Order No. 89-1807 
(UT 85) at 9-13 (discussion of Commission 
jurisdiction over directory revenues), 

USWC argues that the Commission has no 
jurisdiction over the provision of fax services. 
USWC argues that the FCC has deregulated fax 
services and that they should therefore not be 
regulated by the Commission. USWC also argues that 
since fax services are generally not regulated by 
the Commission, the fax services USWC provides 
with CSC should also not be regulated. USWC rebuts 
Staff's argument of jurisdiction by arguing that 
the Commission's conclusion that it had 
jurisdiction over directory revenues in Order 
No. 89-1807 was based on a finding that the 
directory was a facility used in conjunction with 
voice communications. USWC contends that there is 
no evidence in the record that fax services are 
used in the same way with reference to voice 
communications. 

We conclude that it is irrelevant that the FCC has· 
deregulated provision of.fax services. Unless the 
FCC preempts state regulation, that regulation 
remains a matter for the states. See, e.g., the 
discussion of Part 64 Still Regulated, below. 

The discussion in Order No. 89-1807 does not rely 
on a relationship between a service and voice 
communication for a finding of jurisdiction. 
Instead, at 10, it sets out the definition of 
"service" in ORS 756.001(12), which provides that 
"service" shall be used "in its broadest and most 
inclusive sense and includes equipment and 
facilities related to providing the service or 
product." The order concludes that "the Commission 
possesses authority over not only the provision of 
natural gas, electricity, telephone messages, and 
the like, but also over those ancillary services 
which are closely related to the provision of 
public utility service." Id. The definition of 
"telecommunications service" or "service" in 
OAR 860-032-0001(10} supports the position that we 
have jurisdiction over fax services. That 
definition reads in part: "'[S]ervice' means two-
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• way switched access and transport of voice 
communications, and all services provided in 
connection with such services . " 

·Fax services are provided in connection with 
telecommunications services in that they employ 
telephone lines to transmit data. We conclude that 
we have jurisdiction over USWC's fax services. 

Consistency of Staff's Position. USWC notes that 
in Issue 4g, Staff imputed revenues equal to the 
services' costs to keep them revenue neutral for 
purposes of this rate case. USWC argues that fax 
service is a Part 64 service and should also be 
revenue requirement neutral. However, Staff did 
not impute costs for fax services. 

Staff responds that its adjustment in Issue 4g is 
not a global adjustment for all Part 64 Still 
Regulated services, but applies only to specific 
services. This argument is set out in greater 
detail in the discussion of Issue 4g below. 

We conclude that Staff is correct in its argument. 
Staff has recommended. imputation of revenues for 
five enhanced services that are underearning. Fax 
services are not underearning and are, therefore, 
not included in the Part 64 group of services in 
Issue 4g. 

Calculation of Staff's Adjustment. USWC asserts 
that the $137,200 imputation for fax services is 
too high because it does not include actual costs. 
The company also contends that the test period is 
flawed, because it contains 20 months rather than 
12. Finally, USWC suggests that the $137,200 may 
contain interstate revenues. 

Staff replies that, USWC witness Carl Inouye stated 
on cross examination that the company had not 
provided cost information to Staff on fax 
services. Staff argues that the test period for 
fax revenues is correct. Staff used USWC's fax 
revenue estimates for post-June 1995, 1996, and 
part of 1997. Staff argues that the test period is 
not overstated. In fact, Staff reduced the level 
of 1996 and 1997 fax revenues in its adjustment 
because USWC had failed to meet its own revenue 
projections for 1995. 

Staff notes that its adjustment accounts for 
interstate revenues because Staff uses a 
separations factor to separate intrastate revenues 
from interstate revenues on all adjustments. Staff 
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also notes that it used the company's own numbers 
to calculate the adjustment. 

Disposition, We are persuaded by Staff's 
arguments. We conclude that the adjustment for fax 
services Staff has proposed is reasonable and 
should be accepted. The revenues from fax services 
will be imputed to USWC. 

Issue 4d(2): Growth in Fax Services 

Growth Adjustment. Staff recommends an increase of 
$807,100 to Account 5260 to account for growth in 
fax services for 1996 and 1997. Staff points out 
that it reduced the level of 1996 and 1997 fax 
revenues in its adjustment because the company had 
not met its revenue projections for 1995. USWC 
opposes a fax services growth adjustment for the 
·same reasons it opposes other ··adj·ustments to the 
test year. That is, USWC argues that the 
adjustment distorts the test year by failing to 
include expense or investment involved in 
generating the revenues at issue. USWC witness 
Inouye testified that beca.use of its disagreement 
with Staff over test year construction, USWC did 
not intend to provide cost estimates for 1996 and 
1997. Tr. 321-22. 

Disposition. We support Staff's growth adjustment 
for the same reason we support other growth 
adjustments (see, e.g., discussion of Issue 3b 
above and 8j below). These adjustments make the 
revenues representative of the time that the rates 
from this docket are likely to be in effect. 

USWC cannot both refuse to submit cost estimates 
and complain that Staff fails to include revenues 
and expenses in its test year adjustments. USWC 
has the burden to show that its costs are 
reasonable. ORS 759.180(1). Staff's growth 
adjustment is fair and reasonable and should be 
accepted. The revenues from fax service growth 
will be imputed to USWC. 

Filing a Tariff for Fax Services. USWC currently 
offers fax services without a tariff. Staff asks 
the Commission to order USWC·to file a tariff for 
fax services and to properly record the fax 
service revenues in the appropriate account. 

Disposition. In view of our conclusion that we 
have jurisdiction over uswc•s provision of fax 
services, we conclude that USWC must file a tariff 
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for its fax services and record its fax service 
revenues in the appropriate above the line 
account. If USWC wishes to petition to have fax 
services deregulated, it may do so pursuant to 
ORS 759.030. 21 

Issue 4d(4): FCC License 

Staff proposes a $448,185 increase in total Oregon 
miscellaneous revenues to account for the value of 
an FCC license that USWC (then Pacific Northwest 
Bell, PNB) sold to US WEST NewVector Group, Inc., 
(NVG), an affiliated company. 

In Order No. 90-1516, the Commission approved a 
sale of paging service assets by USWC to NVG. The 
assets included an FCC license. Staff takes the 
position that Order No. 90-1516 did not place a 
value on the FCC license, but left to "the next 
rate case" the issue of valuation and ratemaking 
treatment of the license. Staff has now calculated 
a value for the FCC license. 

USWC takes issue with Staff's determination that 
the value of the license should be part of UT 125 
and with the calculation of the value of the 
license. 

Order No. 90-1516 approving the transfer of paging 
assets from PNB to NVG contains a stipulated 
settlement with regard to the transfer. The 
settlement provides, in relevant part: 

1. Staff and ORCCA [Oregon Radio Common 
Carrier Association] recommend that the 
Commission approve both parts of PNB's 
application based upon PNB's agreement 
to conditions 2 through?. 

21 USWC argues that if the Commission orders USWC to file a tariff for 
its fax se~vices, under the Equal Protection clause, we must also order 
the same for the hundreds of other sales agents who do.precisely the 
same thing that USWC does with fax services in Oregon. We disagree for 
two reasons. First, we have found that USWC is not merely a sales 
agent but a coprovisioner of fax services. second, USWC is a regulated 
utility subject to Commission jurisdiction over its telecommunications 
services and services provided in connection with those services. See 
discussion at Issue 4d(l) above, That is not the case with the 
hundreds of other sales agents operating in Oregon. 
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2. PNB will transfer the paging assets to 
NewVector at net book value determined 
as of the date of the Commission Order 
adopting the Settlement Stipulation. 

3. Newvector will make an additional one 
time payment to PNB in the amount of 
$135,400. 

4. PNB will recognize the $135,400 payment 
it receives from NewVector on its books 
of accounts as a liability. 

5. The Commission shall determine the 
appropriate treatment of this liability 
described in No. 4 during PNB's next 
rate case. 

Order No. 90-1516, Appendix A at 2. The Commission 
adopted the terms of the stipulation. 

The sum of $135,400 in addition to net book value 
of the paging assets represented the present value 
of an annual payment of $28,443 for 10 years. 
$28,443 was Staff's estimate of PNB's 1989 net 
revenue from the paging service; 10 years 
corresponded to the remaining life of the existing 
assets .. rd. The purpose of the $135,400 payment in 
addition t6 the transfer of the net book value 
amount was to compensate the utility for the 
potential loss of revenue resulting from the 
paging asset transfer. Staff argued that the two 
components, net book value of the assets and 
compensation for potential revenue loss, gave a 
reasonable approximation of fair market value. 
Id., Appendix A at 8 (testimony of Staff witness 
E. Michael Myers). Mr. Myers characterized this 
mechanism for approximating fair market value as 
one "by which the sale of the utility property 
which is the subject of UI 90/UP 53 is fair and 
reasonable and not contrary to the public 
interest." Id. at 7. 

Staff argues that the $135,400 was merely a 
placeholder for the minimal value of the paging 
assets and was to be revisited in the next rate 
case, at which time a more accurate value for the 
FCC license would be substituted for the 
placeholder value. Based on conversations with 
Staff members involved in the docket that resulted 
in Order No. 90-1516 (UI 90), Staff witness Marion 
Anderson concluded that Staff had been unable to 
assign a fair market value to the FCC license, 
because no market information was available. 
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Therefore, he testified, the issue was put aside 
to be dealt with later. 

Staff asserts that its calculation of the value of 
the FCC license, while likely not correct, is 
flawed due to USWC's failure to provide necessary 
information for the valuation to be accurately 
computed. Finally, Staff argues that UT 125 is the 
"next rate case," rather than UT 102, as USWC 
asserts. 

USWC argues that Staff's proposed adjustment would 
violate the terms of the settlement agreement set 
forth above. USWC argues that according to the 
plain language of the settlement, the only issue 
preserved for the next rate case was the 
ratemaking treatment of the $135,400 payment. USWC 
submits that that amount may not be reevaluated 
and reset in this docket. USWC points out that the 
radio licenses transferred in Order No. 90-1516 
were specifically listed in the application 
seeking Commission approval; the option of 
reevaluating the FCC license was therefore not 
preserved by silence. Moreover, USWC notes that in 
the first paragraph of the stipulation, Staff 
specifically recommends that the Commission adopt 
both parts of PNB's application. That 
recommendation includes the FCC licenses. 

USWC points out that with Staff's concurrence, the 
$135,400 was returned to ratepayers along with 
approximately $4.9 million in Ballot Measure 5 
property tax savings, as a one time refund in the 
January 1995 billing cycle. 

Disposition. According to Mr. Myers• testimony in 
support of the stipulated settlement of Order 
No. 90-1516, Staff believed it had found a . 
mechanism for treating the transfer of paging 
assets, which included the FCC license, in a way 
that was fair and reasonable and in the public 
interest. Rather than being a placeholder value, 
the order at 3 and Mr. Myers' testimony show the 
figure to be the calculation of an income stream 
from the paging assets with the purpose of 
replacing revenues lost due to the transfer. The 
record shows that the paging assets were carefully 
valued. Order No. 90-1516 at 3, 

We do not read either the stipulation or 
Mr. Myers' testimony to preserve the reevaluation 
of the $135,400 in Paragraph 4. The agreement 
gives a liquidated amount for the liability 
mentioned in Paragraph 5. The only undetermined 
issue with respect to the asset transfer is what 
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ratemaking treatment the amount is to receive. 
Whether UT 102 or UT 125 is the appropriate forum 
for that decision is moot, since the issue was 
resolved by a one time refund in 1995. 

We conclude that Staff's proposed adjustment 
should not be accepted. 

Issue 4g(2): Fart 64 Still Regulated 

Part 64 refers to the FCC regulations codified at 
47 CFR Part 64, Subpart I, §§64.901 through 
64.904, These regulations govern the allocation of 
costs between regulated and nonregulated 
activities. Oregon has adopted similar cost 
allocation standards at OAR 860-027-0052 and 
OAR 860-035-0050. The allocation of joint and 
common costs-between regulated and nonregulated 
operations under Part 64 is designed to prevent 
regulated ratepayers from supporting the costs of 
providing nonregulated services. Services 
purchased by the nonregulated operations from the 
regulated operations are purchased at tariffed 
rates, The remaining joint and common costs are 
allocated, to the extent possible, on a directly 
assigned or attribution basis. Only costs with 
neither direct nor indirect measures of 
attribution, such as certain general office 
expenses, are allocated on a general allocator, 
which is based on the expenses previously 
allocated by direct assignment or attribution. 

Currently, enhanced services'" are subject to 
Part 64 allocation. Part 64 deals with five 
categories of enhanced services, only two of which 
concern us here: services that have never been 
subject to federal or state tariff regulation, 
such as video dialtone, and federally deregulated 
services that remain regulated by the state 
jurisdiction. 

The USWC services that are deregulated in the 
interstate jurisdiction but still subject to 
regulation in the state jurisdiction and subject 
to Part 64 allocation are: 

" OAR 860-035-0020 (13) defines "enhanced service" as: 
a service which employs computer processing applications that act 
on the format, content, code, protocol or similar aspects of the 
customer's transmitted information; provides the customer with 
additional, different, or restructured information; or involves 
customer interaction with stored information . ... 
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1. Protocol Conversion: converts data 
transmission protocols in cases where 
the originating protocol is different 
from the terminating protocol. 

2. Customer Dialed Account Recording 
(CDAR): allows customers to identify 
call billing details to various customer 
assigned account codes for their own 
internal purposes. 

3, Voice Messaging Service (VMS): allows a 
customer to maintain a voice mail box to 
record, save, and retrieve phone 
messages. 

4. Video Dialtone Service (VDT) (currently 
renamed Open Video Systems (OVS)): 
provides for broadband network 
deployment for interactive video and 
other multimedia customer services. 

5. Planning for Enhanced Services: 
encompasses various planning and market 
research activities but primarily 
appears to target screenphone services 
that allow the customer to take 
advantage of advanced network call 
handling and messaging features. 

Staff recommends that the Commission impute 
$3,377, 85923 in total additional revenue for the 
five categories of Part 64 services, in order to 
render the five services revenue requirement 
neutral for purposes of this rate case. 

Staff and USWC agree that under Part 64 
attributable cost accounting methods, these five 
enhanced services individually and collectively 
earn less than their costs. USWC and Staff also 
agree on the financial impact of the services. 

Staff does not recommend a global policy of 
imputing revenues for all Part 64 services. Staff 
recommends addressing other services on a case by 
case basis. The enhanced services for which Staff 
recommends imputation in this docket are all 

23 Staff originally recommended that the Commission impute $3,472,397, 
then recommended reducing that amount by $94,538 to eliminate double 
counting of new USWC voice message promotions should we approve Staff's 
adjustment under Issue 6c. We approve Staff's 6c adjustment and use 
the reduced figure here, 
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Therefore, we discuss the services one by one. 24 

1. and 2. Protocol Conversion and CDAR. Both of 
these services appear to be moribund. Protocol 
Conversion was canceled in December 1995, and CDAR 
is neither tariffed nor price listed currently'. 
Both services involve minimal revenues. Staff 
argues that it is unreasonable to continue to 
support these dying services until the next rate 
case, and recommends imputation to render the 
services revenue requirement neutral. 

3. VMS. Revenue for this service is significantly 
below cost. However, VMS is the fastest growing 
enhanced service. VMS regulation is addressed by 
the 1996 Telecommunications Act and subsequent FCC 
action. Section 260(a) (1) of the Act provides that 
a local exchange carrier "shall not subsidize its 
telemessaging service directly or indirectly from 
its telephone exchange service or its exchange 
access [service]." In its Order No. 96-490, 
11 39-45, the FCC concluded that §260 extends to 
the prevention of improper cross subsidization 
related· to intrastate service. 25 Staff argues that 
the VMS revenue imputation it proposes will help 
USWC comply with the Act and the FCC order. 

4, VDT/OVS. This service is in the planning and 
development stages, with a successful trial 
underway in Omaha, Nebraska. There is no Oregon 
revenue and no Oregon tariff for this service. 
Without a revenue imputation to render this 
service revenue neutral for this rate case, Staff 
argues that other services will in effect pay the 
test year VDT development costs in the amount 
Staff proposes to impute. This support would 
continue until the next rate case. 

The 1996 Telecommunications Act addresses OVS at 
47 use §651 and 653. The FCC has published a Notice 
of Proposed Rulemaking (FCC Order No. 96-21426

) 

indicating its intent to apply Part 64 cost 
allocation methods to protect regulated 
telecommunications services against cost 
misallocations due to the provision of OVS by local 
exchange carriers. In addition to the goal of 

2
<1 Staff's recommended imputation amount per service is confidential, 

See Confidential Staff Exhibit ll. 
25 We take official notice of I/CC Order No. 96-4~0 pursuant to 
OAR 860-014-0050, 
26 We take official notice of FCC Order No. 96-214 pursuant to 
OAR 860-014-0050. 
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ensuring that rates are just and reasonable, the 
FCC stated: 

We also seek to ensure, as mandated under 
Section 254(k) of the 1996 Act, that 
incumbent local exchange carriers do "not 
use services that are not competitive to 
subsidize services that are subject to 
competition." Order No. 96-214 at 12. 

Staff argues that the Commission should not 
support the VDT/OVS venture with revenues from 
other telecommunications services and ratepayers. 
In the current environment, Staff contends, it is 
appropriate that this new venture stand alone. The 
simplest way to accomplish that, according to 
Staff, is top impute sufficient revenues to render 
VDT revenue requirement neutral for purposes of 
this rate case. Staff argues that this action 
would leave the Commission positioned to respond 
to either federal preemption of VDT/OVS or to a 
USWC petition to deregulate the service without 
having to consider potential ratepayer claims to 
profits from the service. 

5. Planning for Enhanced Services. As is the case· 
with VDT/OVS, there is currently no Oregon revenue 
for this service. Staff's proposed imputation 
amount is considerably less than for VDT/OVS, 
however. Staff acknowledges uncertainty about the 
actual use of the service. If the service 
addresses only advanced network calling features, 
then it would be directed at a still regulated 
service. On the other hand, if it focuses 
ultimately on screenphones, which are a type of 
customer premises equipment, then it is 
preemptively deregulated by the FCC. Given the 
uncertainty surrounding this service and its 
absence of Oregon revenues, Staff recommends 
rendering it revenue requirement neutral for 
purposes of this rate case. 

Staff argues in favor of imputing revenues from 
these five services in order to prevent cross 
subsidy of these competitive services by services 
that are not subject to competition; i.e., basic 
service. 

USWC contends that Staff is inconsistent in its 
position on imputation. On the one hand, USWC 
argues, Staff wants to impute Yellow Pages 
revenues to USWC. USWC views this imputation as a 
cross subsidy of basic service by directory 
revenues. On the other hand, USWC maintains that 
Staff justifies its recommended imputation in this 
issue by saying it wishes to prevent cross subsidy 
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of enhanced services by basic service. USWC also 
argues that it is unfair to select out a group of 
services subject to competition and impute their 
revenues without subjecting all competitive 
services to the same imputation methodology. 

USWC also objects to Staff's proposed imputation 
of revenues for the Part 64 services, in part 
because Staff applies the imputation on the basis 
of a fully distributed cost method instead of an 
incremental cost method. USWC argues that it is· 
bound to price its services at incremental cost 
and Staff's imputation methodology is therefore 
unfair. 27 

We find the imputation of Yellow Pages revenues a 
different matter from imputation of revenues from 
these services to make them revenue requirement 
neutral for purposes of the rate case. As we 
discussed in Issue 3a, Yellow Pages imputation 
gives ratepayers a benefit for the use of assets 
that belong to them. In our view, Yellow Pages 
imputation is a solution to the historical effects 
of divestiture and PNB's spinning off the 
directory publishing affiliate. That makes Yellow 
Pages imputation unique. We do not consider Yellow 
Pages imputation a subsidy. 

The imputation at issue for the five Part 64 Still 
Regulated services is designed to prevent 
subsidies flowing from basic service to services 
that are a) subject to competition and 
b) underearning. Staff's recommended imputation is 
fair in two ways. It protects customers from 

27 USWC also.maintains that in• Pockets CPl, CP 14, and CP 15, USWC's 
competitors argued that the company should be prevented from having 
revenues granted in rate proceedings that could be used to support 
services subject to competition. USWC argues that the Commission 
rejected the competitors' arguments and reiterated its obligation to 
provide USWC wi~h an opportunity to recover its capital and earn a fair 
rate of return. Order No. 96-188 at 98, USWC appears to have taken an 
argument out of context. The passage in question refers to the 
necessity of retaining a revenue requirement for the local exchange 
carriers as long as rate regulation is still in effect. The passage 
reads: 

AT&T, MCI, and ELI argue that the concept of a revenue 
requirement has no validity in a competitive environment. 
Revenue requirement calculation is necessary as long as LECs are 
subject to rate of return regulation. Although competition is 
emerging in telecommunications, we continue to have a 
constitutional obligation to regulate LECs in a manner that 
provides them a fair opportunity to recover their costs and earn 
a reasonable return. Duquesne Light Co. v. Barasch, 488 US 299, 
310, 109 S Ct 609, 102 L Ed2d 646 (1989). 
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paying rates that reflect costs of services that 
are not paying for themselves, and it shields USWC 
from eventual claims by ratepayers to profits or 
development costs for these services. 

USWC objects to Staff's imputation methodology, 
which applies the imputation on the basis of a 
fully distributed cost method. We find Staff's 
method reasonable for the following reasons. 
First, there is no Oregon total service long run 
incremental cost or other measure of incremental 
cost for nonexistent services, such as Planning 
for Enhanced Services, OVS, Protocol Conversion, 
or CDAR. Second, the FCC accounting rules and our 
own accounting rules provide that the fully 
distributed cost method should be used in 
accounting for these services. 47 CFR Part 64; 
OAR 860-027-0052; 860-035-0050. Finally, we note 
that Staff and USWC have stipulated to the 
financial impact of these services. 

We conclude that Staff's imputation recommendation 
is reasonable in principle and applies the correct 
methodology. We accept Staff's recommendation on 
Issue 4g (2) . 

Issue 5, UP 96 S/lle of Exch/111ges. The Issue 5 discussion at pages 59-62 
of Order 97-171 is readopted. 

ISSUE 5: UP 96 SALE OF EXCHANGES 

Completely Settled Issues: 

• Issue 5b, Stipu.Ia tion 
(Adjustment 25). In docket UP 96, 

USWC agreed to use part of the gain 
on the sale as a rate base reduction, 
Staff and uswc agree on the 
intrastate effects, but the total 
Oregon amount depends on the final 
factors in Issue 10, Final Test Year 
Separation Factors. This has no 
effect on revenue requirement. See 
Appendix B, First Stipulation at 
Paragraph 10. 

• Issue 5c, Effect on Property Taxes 
(Adjustment 26), Staff and USWC agree 
to include the property tax savings 
resulting from the sale of exchanges 
to PTI. See Appendix B, First 
Stipulation at Paragraph 11, 
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Disputed Issue: 

• Issue 5a, Sale of Exchanges 
(Adjustment 24). Staff and USWC 
disagree on plant specific, plant 
nonspecific, customer operation and 
corporate operation expenses, 
Revenues, property taxes, rate base, 
and other expenses were stipulated. 
See Appendix B, First Stipulation at 
Paragraph 9. 

In October 1995, USWC sold 23 exchanges totaling 
about 16,000 lines to Pacific Telecom, Inc. {PTI) 
The Commission approved the sale in Docket UP 96, 
Order No. 95-526. To normalize the test year to 
reflect the financial effects of this sale, Staff 
proposes a controllable expense reduction of 
$3.030 million. This adjustment includes labor 
expense reductions of $1.991 million and 
associated nonlabor expense reductions of $1.039 
million." 

Staff's approach to normalizing the test year took 
three factors into account. First, in analyzing 
the financial impact of the sale, USWC estimated 
that the UP 96 controllable expense reduction 
would be about $3.0 million. Second, Staff· used 
information USWC provided during the UP 96 docket 
to project controllable expense savings from the 
PTI sale at $2.998 million. Finally, Staff 
considered that USWC's Oregon direct employee 
count in 1995 dropped by over eight times the 
number of employees that Staff estimated were 
saved due to the UP 96 sale. Staff's approach is 
set out below. 

USWC's estimate of controllable expense reduction. 
In developing its 1996 headquarters allocation 
factors, USWC computed savings due to the PTI 
sale. USWC estimated that UP 96 would effect a 
$2.5 million reduction in plant specific, plant 
nonspecific, and customer operations for ten 
months of 1995. USWC's estimate was based on 

28 All other financial effects of the sale have been settled between 
Staff and uswc. The parties disagree on the amounts of adjustments for 
labor and associated nonlabor controllable expense components in 
Column 24, Lines 9 (Plant Specific) , J.J. (Plant Nonspecific), 
J.4 (Customer Operations), and J.6 (Corporate Operations) of Appendix A, 
p. 6. 

75 

358 



ORDER NO. Q O -· ·j 9 ·J 

average per line costs. Annualized, this estimate 
comes to $3.0 million. 

Estimate of savings developed during UP 96. Staff 
compared USWC's savings estimate of $3.0 million 
with Staff's estimate of expense reductions in the 
UP 96 case and found then nearly equal. Staff's 
estimate of $2.998 million was based on a USWC 
financial model and information provided by USWC. 
In UP 96, USWC witness Carl Inouye testified that 
Staff's estimate of savings was a reasonable 
estimate of the effect of the sale a year or so 
after the sale. Staff argues that its current 
estimate of UP 96 savings is thus consistent with 
the figures USWC presented to Staff during UP 96 
and used in part to justify the sale as being in 
the public interest. 

Employee reductions. Staff's $2.0 million labor 
reduction component of the UP 96 savings is 
equivalent to a reduction of 1.9 managers and 
37.6 craft employees. These numbers, Staff notes, 
are comparable to the information provided to 
Staff in UP 96. As part of its analysis, Staff 
considered the overall loss of direct Oregon USWC 
employees between December 1994 and December 1995 
to help evaluate whether the estimated loss of 
UP 96 employees was reasonable. Staff determined 
that the actual direct employee loss in 1995 was 
over eight times the 40 employees attributed to 
the UP 96 sale, and concluded that the 40 employee 
figure was reasonable or even conservative. 

USWC identifies its controllable expense savings 
from the sale of the 23 exchanges as being 
$157,207 (power costs of $107,057 and maintenance 
costs of $50,000). USWC argues that its ongoing 
expense level has not declined. It argues that any 
further adjustment, if allowed, 29 should be 
limited to recognizing elimination of four 
employees, a reduction of $.226 million in labor 
expense. 

The testimony of Mr. Inouye indicates that the 
labor expenses associated with the four employees 
were the actual expense reductions associated with 
the P'I'I transfer. 30 But USWC witness Michael 
Solso, to whose testimony Mr. Inouye refers, 
testified on redirect that his purpose in the rate 

29 This characterization of USWC' s position is based on Mr. Inouye' s 
written testimony on UP 96 in this docket, which does not acknowledge 
the existence of the power and m~intenance cost savings. 
30 see us Exhibit 55, Inouye 111. 
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case was to "identify the technicians that were 
associated with the sale of.the exchanges." Tr 39. 
He identified six technicians, two of whom were 
redeployed. 

Staff argues that not only did Mr. Solso fail to 
mention the acknowledged power and maintenance 
cost savings, or other savings such as plant and 
maintenance record savings, clerical and support 
staff savings, customer complaint savings, billing 
and collection savings, and fractional technical 
employee savings, he did not even address all the 
technicians who served the sold exchanges. Staff 
points out that the six technicians identified by 
Mr. Solso were located at staffed wire centers in 
Burns, John Day, and Heppner. Of the remaining 
20 wire centers in the exchange, 15 were served by 
other employees. Those 15 exchanges were 
responsible for more than half the lines sold to 
PTI. Additionally, Staff notes that technicians 
from Hermiston, Baker City, or Pendleton sometimes 
backfilled even the directly served exchanges 
because of illness or vacation. 

Staff also notes that USWC did not update its 1993 
power cost information to 1995 for the 23 sold 
exchanges, and did not include any power costs for 
the Durkee or Merrill exchanges or power for 
outside remote facilities. 

In his prefiled testimony, Mr. Inouye compared 
USWC "equivalent employee" counts in 
September 1995 (3,865) and December 1995 (3,891) 
and suggested that these figures indicate that 
Staff's direct employee reduction analysis is 
unreliable. The 3,891 figure, Staff objects, does 
not include changes in the Oregon allocated 
headquarters and centralized employee calculations 
due to the PTI sale. The revised factors 
incorporating the sale were not computed until 
January 1996. Staff points out that the March 1996 
headcount is the first quarterly equivalent 
employee number available after the PTI sale that 
includes the impact of the sale. That number is 
3,863, or 38 fewer employees than the 
December 1995 figure and 196 fewer employees than 
the March 1996 figure. Staff argues that a proper 
comparison of equivalent employee numbers supports 
Staff's estimate of UP 96 controllable employee 
cost savings. 

Finally, USWC contends that Staff's UP 96 
adjustment errs in using the USWC financial 
analyses that were based on "steady state 
operations." Staff acknowledges that other aspects 
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of uswc•s operations may change, but asserts that 
its proposed adjustment fairly captures USWC's 
savings on a going forward basis. Staff argues 
that USWC's Oregon equivalent employee counts are 
falling. Staff also notes that USWC's employee 
efficiency per access line is improving (down to 
31.2 employees per 10,000 access lines in third 
quarter 1996, compared with 32.7 in third quarter 
1995). Hence, Staff contends, steady state 
assumptions for purposes of a UP 96 adjustment are 
fair and reasonable to USWC. 

Disposition. Staff presents its proposed 
adjustment as a normalizing adjustment to remove 
from the test year expenses that, due to the sale 
of 23 exchanges, USWC no longer incurs. We find 
such an adjustment reasonable, and USWC does not 
oppose such an adjustment in theory, it appears. 
The conflict is about how to measure the effects 
of the UP 96 sale. USWC objects to Staff's 
methodology on the ground that USWC's expenses for 
network technicians, among other categories of 
expense, continue to grow. 

We find that USWC 1 s objection misses the point of 
Staff's adjustment. The growth in network 
technician expense, as an example, is necessarily 
unrelated to the UP 96 sale of exchanges. That is, 
exchanges that USWC no longer owns cannot possibly 
account for increased network technician expenses. 
USWC's objection that its overall expenses are 
increasing in various categories does nothing to 
address the question of how to adjust the test 
year to account for expenses it will not occur, 
due to the sale of exchanges to PTI. 

We conclude that Staff's methodology for 
calculating controllable labor and nonlabor 
expense reductions due to the sale of exchanges is 
proper. Staff used USWC's own financial analyses 
to compute the costs savings. USWC's arguments in 
this docket attempt to minimize the costs, but we 
find them unpersuasive. Staff's proposed 
adjustment of reductions of controllable labor 
expenses of $1.991 million and nonlabor expenses 
of $1.039 million are adopted. 
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Issue 6, Operating Revenues. The discussion at pages 62-68 of Order 
No. 97-171 is readopted. 

ISSUE 6: OPERATING REVENUES 

Completely Settled Issues: 

• Issues 6a-b, EAS Conversion 
(Adjustment 27 [and Adjustment 28]). 
Staff and USWC agree to include the 
annual effects of 13 new extended 
area service (EAS) routes, effective 
October 7, 1995, and 18 routes that 
will be converted on October 5, 1996. 
See First Stipulation, Paragraphs 12-
13. 

• Issue 6d, Switched Access Filing 
(Adjustment 30). Staff and USWC agree 
to (a) restate the test year to 
include the final revenue requirement 
from the annual access filing that 
was effective February 21, 1996, and 
(b) add the effects of the 1996 
Oregon Customer Access Fund filing on 
USWC's access expense. See First 
Stipulation, Paragraph 14. 

Disputed Issue: 

• Issue 6c, Tariff,. Price, and Contract 
Changes Made after January 1, 1995 
(Adjustment 29). Staff adjusted the 
test year to include the effects of 
the many tariff and price list 
filings USWC made after the company 
filed its testimony in December 1995. 
USWC disagrees about the need for 
normalizing and proforma 
adjustments. See discussion under 
Issue la(l) above. In addition, Staff 
annualized the effects of tariffs 
that USWC changed during January 
through September 1995. USWC 
disagrees with most of the filings 
Staff included in this adjustment. 
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Issue 6c deals with revenue and cost changes 
resulting from 26 USWC tariff, price, and contract 
change filings. 31 Staff proposes a net increase to 
local revenues of $7.92 million and a 
$.029 million net decrease to long distance 
revenues. 

The filings introduce new and revised services, 
local service contracts, rate increases, and local 
service.promotions. Staff argues that its 
adjustment recognizes the reasonably anticipated 
changes to revenues, expenses, and capital costs 
arising from the filings. Staff argues that the 
impact of the filings on USWC's operations during 
the time rates will be in effect is reasonably 
certain and that Staff's adjustment accurately 
reflects that impact. 

Settled Filings: Filings 7, 8, 10 (in part), 14, 
22, and 24 are completely settled. 
Partially Settled Filings: Filing 2: issue of 
use of 1995 actual data has been removed. 
Filing 18: issue of double counting of revenues 
has been removed. 
Filings 12 and 25: issue of migration effects has 
been removed. 
Filing 19: issue regarding elimination of two 
promotions has been resolved. 

Areas of General Disagreement: The Test Year 
Issue. USWC objects to most of Staff's 
adjustments. USWC's first class of objection has 
to do with test year construction. USWC does not 
object to post test year adjustments in general, 
but notes that volume changes are usually not 
adopted because they distort the relationship_ 
among expenses, revenues, and investments. Several 
adjustments are annualizations of in year volume 
changes (sales promotions and new service 
introductions). USWC argues that Staff's revenue 
adjustments for filings 1, 2, 3, 5, 6, 9, 10, 11, 
12, 13, 15, 17, 18, 19, 20, and 21 are flawed 
because there is no accounting for the related 
expenses and capital costs. 

3
1. The tariff filings, their effective dates, the annual revenues (from 

USWC' s work papers) , annual expenses (also from USWC work papers) , 
number of days to add to annualize the test year, and annualized 
adjustment after Staff's final revisions are attached as Appendix D and 
incorporated herein by reference. 
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Staff responds that it twice revised its testimony 
in express recognition of the original testimony's 
omission of some volume related filing expenses 
and capital costs. Its revisions were based on 
additional information and corrections offered by 
USWC. Staff argues that its amended testimony 
corrects for the interdependency problem raised by 
USWC. Staff maintains that its final position 
properly recognizes the relationship among 
revenues, operating expenses, and capital costs 
associated with the filings. 

Disposition. In our discussion at Issue la(l), we 
approved Staff's post test year adjustments as 
reasonable. We do so again here. Staff's 
adjustments serve to make the test year 
representative of the time when rates from this 
docket will be in effect. Staff-has made 
considerable effort to revise its adjustments to 
reflect volume related filing expenses and capital 
costs. The record shows that after conferring with 
the company, Staff witness.Mr. Ball twice revised 
his adjustments in the company's favor. We 
conclude that Staff's adjustments to the filings 
do not distort the test year as USWC alleges, 

Forecasted v. Actual Data. USWC's second objection 
has to do with the fact that Staff relied on 
forecasted information when actual results were 
available, although Staff admitted that actual 
results were available. USWC notes that the test 
year already contains actual revenue for the 
period the price change was in effect, Therefore, 
USWC argues, Staff's test year has a combination 
of actual and forecasted revenue. USWC contends 
that the Commission should not rely on a forecast 
when actual information is available. 

Staff responds that it properly chose to use 
company supplied incremental costs (LRIC, or long 
run incremental costs) as a surrogate for· 
operating expenses and capital costs for each 
filing. Staff also used USWC information, provided 
with the filings, for its estimate of revenues. 
Staff points out that USWC's actual data was 
unverified and presented late in the rate case. 
Therefore, Staff used the incremental costs. 

Disposition. USWC relies on a court case and a 
number of cases from other commissions for the 
proposition that the Commission should not use a 
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forecast when actual information is available. 32 

These cases do not resolve our issue. The issue 
here is not whether actual data are preferable to 
forecasted data. That may well be the case, as a 
general rule. The issue is rather what it means to 
say data are available. If USWC produces data for 
Staff's consideration so late in the day that 
Staff has inadequate opportunity to verify and 
possibly normalize the data, they are not 
available for all practical purposes. Here, we 
find that USWC produced its actual data too late 
for verification. The actual data on these issues 
were, therefore, not available to Staff. 

We find the use of LRIC as a surrogate for 
operating expenses and capital costs reasonable. 
Staff acted correctly in using the best 
information available to it. Moreover, Staff's 
witness Mr. Ball used company provided actual 
historical data along with company provided 
estimates.as the basis for his adjustment. 

Areas of Specific Disagreement: Costs for 
Filings 2 and 3. USWC contends that Staff did not 
include costs for filings 2 and 3. Staff replies 
that USWC failed to include any costs in the work 
papers it submitted in support of those filings. 
Staff contends that its approach is therefore 
consistent with uswc·1 s filings. 

Disposition. We conclude that USWC did not supply 
cost data with its work papers. Therefore, USWC 
may not now complain that Staff did not include 
costs for those filings. The company has not met 
its burden of producing cost data to show that its 
costs are reasonable. 

Overlap with Issue Bj. Additionally, USWC asserts 
that this adjustment overlaps with Staff witness 
Ed Morrison's Issue 8j adjustment for average 
growth in access lines. USWC charges that Staff 
witnesses were aware of the possibility of overlap 
and distortion, but failed to coordinate regarding 
Issues 6c and 8j. The company argues that this 
lack of coordination results in an unreasonable 
overall final result for Staff's case. See 
discussion at Issue la(l) above. 

32 State Public Service Conun.iss.ion v. Mississippi Power Company, 
429 So2d 883 (Miss.), cert. denied, 464 U.S. 819 (1983); In re Missouri 
Public Service, 152 J?UR 4 th 333 (1994); In re Jamaica Water Supply Co., 
104 J?UR 4 th 273 (1989); and In re Boston Edison Co., 53 PUR 4 th 349 

(1983). 
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Staff responds that Mr. Ball's predecessor as 
witness on this issue, Jon Wolf, was part of a 
group that included Mr. Morrison and which met to 
discuss the various Staff adjustments under 
consideration at the earliest stages of the case. 

According to Staff, after Mr. Wolf left the 
Commission, Mr. Ball took over his duties on this 
case. Mr. Ball considered USWC's claim of overlap 
with Mr. Morrison's adjustment and was satisfied 
that there was no overlap. Mr. Morrison's 
adjustment was based strictly on access line 
growth. Mr. Ball's adjustment restates 1995 booked 
revenues, operating expenses, and capital costs to 
appropriate test year levels and then identifies 
1996 annual revenues, operating expense, and 
capital costs associated with the 26 tariff 
filings on a prospective basis. Staff also points 
out that USWC does not explain how these 
adjustments overlap. 

Disposition. As Staff has explained, 
Mr. Morrison's and Mr. Ball's adjustments address 
very different issues. USWC has not explained how 
these issues overlap. We are persuaded that they 
do not overlap. 

Additional Argument; Disposition. Finally, we note 
that USWC summarily argues that Staff's adjustment 
annualizes some in year events, such as promotions 
and new service offerings, while ignoring others. 
USWC concludes that the adjustment is unbalanced 
and should be rejected. This argument is not 
developed and we cannot determine its reference. 
The argument is rejected. 

Filings with No Settled Issues: Filings 1, 3, 4, 
5, 6, 9, 10 (in part), 11, 13, 15, 16, 17,. 20, 21, 
23, and 26 are completely unsettled. 

Promotional Fil.ings. Filings 1, 5, 6, 11, 12, 15, 
17, 19, 20, and 21 concern promotional filings. 
USWC argues that promotions are short lived and 
that their effects should therefore not be 
recognized in this rate case. USWC argues that 
Staff adjusts the test year as if the demand were 
present throughout the year, whereas, according to 
USWC, Staff admits that promotions do not cause a 
permanent change in demand units. Promotions, USWC 
contends, have service lives of 12 to 25.4 months. 
USWC points out that Staff witness Lance Ball 
testified that promotional activity would be 
relatively short lived. 

83 

366 



ORDER NO. 0 0 •• ! 9 1 ""' w,,1 

Moreover, USWC argues that Staff has previously 
taken the position that promotions have a specific 
time frame. USWC refers to a Staff memo dated 
April 23, 1992 to support its position that 
changes due to promotions are temporary and should 
not be annualized. 33 

According to Staff, its review shows that the 
promotions at issue represent an express company 
action calculated to permanently change customer 
demand for service. Confidential Staff Exhibits 91 
and 92 show that USWC expects certain promotion 
units to remain in service for 12 to 25.4 months. 
Certain promotions are designed to have a longer 
term effect, as Mr. Ball testified: 

In some revenue studies filed by US WEST 
to support its tariff filings, the company 
forecasts revenues several years out. By 
doing so, the company is apparently trying 
to justify promotions that are heavily 
discounted in the near term (with the 
consequence of less near term revenues) 
with higher revenue streams in the longer 
term. Supplemental Staff/32, Ball 3-4. 

Disposition. USWC is correct that Appendix B to 
its brief sets a time frame of 120 days for 
promotions. Thus it is accurate to say that 
promotions are short lived, However, USWC 
conflates the duration of promotions themselves 
with the impact of promotions. The record shows 
that the desired impact of promotions, which USWC 
projects in its promotional tariff filings, is to 
increase .demand for the promoted service for a 
longer period than the period of promotion, USWC 
projects the effects of promotions mentioned in 
the record from one to several years. We conclude 
that Staff is correct in assuming a long term 
effect for promotions and that Staff's adjustment 
captures the reasonable financial effects of the 
promotions during the period rates will be in 
effect. 

Filings 25, ·26. USWC asserts that Staff failed to 
include the economic effects of migration between 
services that the filings cause, That is, if a 
filing results in a customer using a new service 
rather than an existing service, the effects of 
the filing for the new service may be overstated. 

33 According to the memo, Appendix B to USWC' s reply brief, "Promotions 
should be limited to 120 days per year for each service." 
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Staff responds that USWC failed to include any 
effects for alleged migration in the work papers 
it filed in support of filing 26. Where USWC work 
papers identified cross elastic or migration 
effects for other services, Staff asserts that it 
did incorporate all such effects as estimated by 
the company. Staff points out that USWC witness 
Inouye testified that Staff incorporated migration 
effects for filings 12 and 25. 

Disposition. We are persuaded by Staff's arguments 
on the migration effects of the filings. Where 
USWC failed to provide information on projected 
effects of migration, Staff properly worked with 
the information available to it. Staff could not 
account for an effect USWC did not identify. Where 
USWC provided information on migration or cross 
elastic effects, Staff incorporated them. We 
conclude that Staff's treatment of migration or 
cross elastic effects for the filings was correct. 

Fil.ing 16: Frame Relay Spec.ial Contract Issues: 
Frame Relay is a five year special contract that 
took effect in 1996. This filing accounts for most 
of the dollar differences between Staff and USWC. 
Staff alleges that the difference is due to 
several mistakes USWC made in calculating the 
costs, revenues, and rate base associated with 
this filing. 

Staff argues that USWC has front loaded all of the 
five year contract costs during the test year, so 
that the company shows a net revenue loss of 
$7,233,482 for this contract during the test 
year." Staff argues that it is improper to 
account for all costs in the beginning of a 
contract, as USWC has done with filing 16. The 
company shows employee related costs of 
$6.5 million for the first year of the contract, 35 

but at the April 2, 1996, Public Meeting, USWC 
informed the Commission that it was dedicating 
only 16 fulltime network technicians to the Frame 
Relay project." Staff argues that USWC could not 
be expending $6.56 million for 16 employees the 
first year of the contract and concludes that the 
contract expenses must have been improperly front 
loaded. 

34 This figure is from USWC Exhibit 72, line 16, col. 10. 
"see Confidential staff Exhibit 96 at o, lines 13-14. 
:.

6 We take official notice of the minutes of the April 2, 1996, Public 
Meeting, pursuant to OAR 860-014-0050. 
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Staff also asserts that USWC incorrectly used a 
higher budgeted estimate of expense as a basis for 
its adjustment in USWC Exhibit 72. That exhibit 
shows an expense of $7,625,782 (the sum of 
columns 7 and 8 on line 16). Staff Exhibit 96 
shows that figure to be the total sum requested 
for 1996 for the Frame Relay project. USWC argues 
that although the figure appears in the column 
headed "requested," and the figure in the column 
headed "funded" is much lower, the $7.6 million 
represents actual expenditures. That figure 
includes the $6.56 million employee related costs. 

Finally, Staff contends that USWC miscalculated 
the amount for "average total plant in service" 
(ATPIS) on USWC Exhibit 72. The methodology to 
calculate ATPIS is to calculate a monthly average 
for the TPIS and then average the months to 
determine the annual average. Staff argues that a 
comparison with confidential Staff Exhibit 96 
reveals that this amount has not been averaged, 
but rather represents the entire funded amount. 
Staff contends that the average amount should be 
about one half the amount USWC uses. The effect, 
according to Staff, is to overstate the average 
rate base adjustment by almost $4 million. 

Staff argues that Mr. Ball's approach avoids the 
errors that USWC commits. Mr. Ball shows a slight 
positive net adjustment to revenues of $159,084 
for filing 16. Staff's conclusion, it argues, is 
consistent with the position it took at the 
April 2, 1996, public meeting and is consistent 
with the comments by the company's representative 
at that same meeting. Rather than front loading 
expenses, as USWC did, Staff contends that it 
normalized total revenues, expenses, and capital 
costs over the five year life of the contract. 
Therefore, Staff believes its estimates represent 
the average revenue, average cost, and average 
margin over the life of the agreement. 

Disposition. We find that for filing 16, USWC has 
not shown that its costs are reasonable and has 
not reconciled its statement at the April 2, 1996, 
public meeting about the number of employees 
involved in the Frame Relay contract with the 
$6.56 million figure on confidential Staff 
Exhibit 96. On the record before us we cannot find 
that the $6.5 million are reasonable costs. We 
also find its.calculation of ATPIS flawed, as 
Staff has argued. We conclude that USWC has front 
loaded its contract expenses into the first year 
of the contract. As Staff argues, it would be 
inappropriate to include more than annualized 
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expenses for the contract in the test year. 
Staff's adjustment, on the other hand, is 
reasonable and should be accepted. 

Conclusion. Staff's adjustments to the 26 filings 
involved in Issue 6c are reasonable and are 
adopted. 

Issue 7, Employee Benefits. The discussion at pages 68-72 of Order 
No. 97-171 is readopted. 

ISSUE 7: EMPLOYEE BENEFITS 

Completely Settled Issues: 

• Issue 7b, AT&T Unfunded 
Postretirement Benefits Cost Sharing 
(Adjustment 33). Staff and USWC agree 
to restate expenses to include annual 
reimbursements from AT&T, which were 
recorded in December 1995. See 
Appendix B, First Stipulation, 
Paragraph 15. 

• Issue 7c, Disability Pension Payment 
Trueup (Adjustment 34). Staff agrees 
with USWC's proposal to remove a 
duplicate accrual. See Appendix B, 
First Stipulation, Paragraph 16. 

• Issue 7d, Pension Accounting 
(Adjustment 35) . _Staff and USWC agree 
to leave the negative pension costs 
in operating expense, leave the 
related accumulated deferred taxes in 
the rate base, and add the pension 
asset to the rate base. See Appendix 
C, Second Stipulation, Paragraph 4. 

• Issue 7e, End of Compensated Absences 
Accrual (Adjustment 36). Staff and 
USWC agree to normalize expenses to 
reflect an accrual that will end in 
December 1997. See Appendix c, Second 
Stipulation, Paragraph 5. 
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Disputed Issues: 

• Issue 7a (l), Statement of Financial 
Accounting Standards (SFAS) 106 
Postretirement Benefits 
(Adjustment 32). Staff opposes USWC's 
proposal to add a nonrecurring 
December 1995 accrual for a 
curtailment loss associated with 
restructuring and recommends 
continued amortization. The final 
amount depends on whose adjustment 
the Commission adopts. See Issue 
la(l), Test Year. See also Appendix 
C, Second Stipulation, Paragraph 4. 

• Issue 7a(2), Statement of Financial 
Accounting Standards (SFAS) 106 
Postretirement Benefits 
(Adjustment 32a). Staff and USWC 
agree that the rate base should 
reflect unfunded postretirement 
benefits but disagree about the 
amount. The final amount depends on 
whose adjustment the Commission 
adopts. See Issue la(l), Test Year. 

Issue 7a(l): SFAS 106 Postretirement Benefits 
USWC and Staff have agreed on the amounts for this 
adjustment but not on how the amounts should be 
treated for ratemaking purposes. 

In the past, USWC, like most companies, recognized 
the costs of providing postretirement benefits 
when they actually made the payments. This pay as 
you go approach was considered to meet generally 
accepted accounting principles when health care 
costs were not considered material. As health care 
costs increased, the Financial Accounting 
Standards Board (FASB) reconsidered how to account 
for postretirement benefits, benefits other than 
pensions (PBOPs), and other postemployment 
benefits. FASB concluded that companies should 
begin to accrue retiree postemployment benefits 
just as they accrue pensions. In December 1990, 
FASB issued SFAS 106, "Employers' Accounting for 
Postretirement Benefits other than Pensions." 

SFAS 106 required USWC to recognize the 
accumulated obligation for PBOPs not recorded 
during prior periods. SFAS 106 permitted this 
obligation, called the Transition Benefit 
Obligation (TBO), to be amortized over 20 years or 
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less. For regulatory monitoring reports, USWC has 
been amortizing the TBO over 17.3 years (from 
January 1, 1992 through March 31, 2009). For 
financial reporting, USWC made a one time writeoff 
of part of the TEO in 1992. USWC's 1995 results of 
operations include PBOPs expenses, both current 
period and the TBO amortization. 

USWC's reengineering program caused the 
termination of around 9,000 employees who had been 
included in calculating the TBO's 17.3 year 
amortization. SFAS 106 requires USWC to recognize 
the remaining TBO of these employees as a one time 
curtailment loss. That is, USWC is to expense the 
curtailment loss when it becomes known. In 
December 1995, USWC recorded the curtailment loss 
for regulatory accounting purposes, in compliance 
with SFAS 106. As a result of expensing the 
curtailment loss due to reengineering program 
terminations, the remaining amount of the TBO to 
be amortized is reduced. Staff estimates that the 
1995 curtailment loss will reduce the recurring 
TBO amortization by $.586 million per year. 

Staff considered three options for the ratemaking 
treatment of the curtailment expense: 
1. Treat the curtailment loss as a 

recurring expense (USWC's proposal); 

2. Amortize the curtailment loss over the 
remaining life of the TBO (Staff's 
proposal); or 

3. Remove all the effects of the 
curtailment loss from the test year. 

Option 1- Treat the curtailment loss as a 
recurring expense. USWC argues that the 
curtailment expense is one of several expenses 
that will recur during the period Staff expects 
rates to be in effect, but not over the entire 
period. Others such expenses are compensated 
absences (Issue 7e), PUC fee (Issue Sn), and the 
Western Electric side record (Issue lc(2) (a)). For 
those costs, USWC argues that Staff sums the 
expenses that will occur and spreads them over the 
entire period when rates will be in effect. 

For the current issue, USWC alleges that Staff 
proposes to disallow the entire amount. USWC 
asserts that it is unreasonable to assume, as 
Staff does, that reengineering and curtailment 
expenses were never incurred. USWC also asserts 
that it is arbitrary to treat the curtailment 
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expense differently from the other expenses listed 
above. USWC recommends that the curtailment 
expenses be spread over the period of rates, just 
as Staff has done with the above costs. 

USWC argues that it will record curtailment 
expenses in 1996 and 1997. The company is on 
record with the Securities and Exchange Commission 
(SEC) that the reengineering program, to which 
curtailment expenses are related, will continue 
through 1997. USWC informed the SEC that a 
$210 million total curtailment expense will be 
recognized. The FCC required USWC to record the 
$210 million as a below the line expense in 
account 7360 and to bring that amount above the 
line as employees leave the company before the end 
of 1997. As of the end of 1995, $140.4 million of 
the $210 million had been recognized. The 
remaining amount will be recognized in 1996 and 
1997. Applying ,Staff's method to this remaining 
amount, USWC believes that the test year 
adjustment should be an increase in expense of 
$1.7 million. 

USWC argues that the TBO must also be restated in 
Staff's adjustment. According to USWC, if Staff 
restates the test year as if reengineering never 
happened, then the 1994 curtailment expense also 
never happened. Reengineering is a multi year 
program that began before the 1995 test year. In 
turning back the clock to the time before this 
program, the 1994 TBO amortization should be 
reflected in the test year. The 1994 TBO is 
$.4 million higher than the 1995 TBO. This amount, 
USWC contends, should be added to the test year if 
the Commission adopts Staff's recommendation. 

USWC proposes that for the purpose of determining 
a refund and assuming the Commission uses 1995 
financial data, the full amount of 1995 
curtailment expenses, about $5.6 million, should 
be added to the test year. Otherwise, USWC would 
be required to refund earnings it did not achieve. 
For the purpose of setting going forward rates, 
the spreading over the period for rates should be 
adjusted accordingly. In the alternative, USWC 
proposes to use 1996 and 1997 actual levels for 
the test year expense. 

Staff points out that USWC has not adjusted the 
test year payroll costs for the curtailed 
employees. If USWC does plan to cut an additional 
9,000 employees during 1996-1998; the test year 
should be adjusted to reduce the amortization of 
the TBO and to reduce payroll costs. 
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Staff argues that curtailment losses of this 
magnitude--involving 9,000 employees--are unlikely 
to recur each year during 1996, 1997, and 1998, 
when rates from this docket will be in effect. 
Probably reengineering will take place through 
most of 1996 and into 1997 (see Issue 9a below). 
The curtailment cost will not recur in all the 
months when rates from this docket will be in 
effect. Therefore, Staff argues, it would be 
inappropriate to include the curtailment loss in 
the test year. 

Option 2- Amortize the curtailment loss. Staff's 
recommendation is to amortize the curtailment loss 
over the remaining 13.3 years of the TBO for 
ratemaking purposes. This has no revenue 
requirement effect. Rates from this docket would 
be set to allow USWC to recover the curtailment 
loss through continued amortization. 

Staff points out that if USWC experiences 
additional curtailment losses of any size in the 
future, this option would leave the TBO 
amortization expense unaffected and would 
normalize expenses. Staff argues that this 
treatment of the curtailment loss is consistent 
with its treatment of the compensated absences, 
Western Electric Side Record, and PUC fee ,issues. 
That is, Staff spread those expenses over the 
period rates from this docket will likely be in 
effect. Here, Staff spreads the loss over the 
remaining life of the TBO. 

Option 3- Remove the curtailment loss. Under 
Option 3, the curtailment loss would be treated as 
a one time nonrecurring·expense to be removed from 
the test year. The 1995 curtailment loss will 
reduce the TBO recurring amortization expense for 
total regulated Oregon operations subject to 
separations by $.6 million beginning in 1996. 
Option 3 would reflect this recurring expense 
level and reduce total Oregon operation expenses 
in the test year by $.6 million. 

Disposition. USWC proposes to include the 
curtailment expense related to termination of 
approximately 9,000 employees in the test year. 
Staff proposes to amortize the curtailment 
expense. We find USWC's proposal unfair to 
ratepayers and Option 3 unfair to USWC. We elect 
Staff's option of amortizing the remaining 
expense. This option recognizes the expense and 
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allows USWC to recover it without revenue 
requirement consequences. 

Issue 7a(2): Unfunded SFAS 106 Postretirement 
Benefits 

In this adjustment, Staff proposes to reduce rate 
base for unfunded postretirement benefits. Staff 
notes that the Commission has determined to treat 
accumulated unfunded balances in postretirement 
benefits obligation accounts as rate base credits. 
See Order No. 91-186 (UE 79) and Order No. 91-1786 
(UT 101) . 

USWC proposed a rate base adjustment for SFAS 106-
to use the average 1995 unfunded balance. Staff 
adjusted USWC's rate base to reflect an average 
level during the period to be covered by the new 
rates from this docket. Staff calculated the 
average balance during the period rates are likely. 
to be in effect. With expense and funding levels 
staying constant indefinitely, the unfunded total 
regulated Oregon operations subject to separations 
rate base reduction will continue to grow by 
$418,600 per year indefinitely. 

USWC responds that the issue is whether the 
Commission should reduce the rate base by a 
forecast of the September unfunded benefits. This 
issue relates to test year construction, If the 
Commission does not adopt Staff's forecasted 
adjustments that restate the test year to 
August 1997, it should also reject this 
adjustment. 

Disposition. We have decided in principle to 
accept Staff's forecasted adjustments that restate 
the test year to August 1997. We find this 
proposed adjustment consistent with those 
adjustments and conclude that it should be 
accepted. 

Issue 8, Operating Expenses and Taxes. The discussion at pages 72-83 
of Order No. 97-171 is readopted except as modified with respect to Issue 8f and 
Issue 8n. 

Issue 8/, ORS 291.349 lncome Tax Refund: In the companion order to the 
current order, Oi·der No. 00-190, Staff modified adjustments at Issues 3 and 9 that 
affected taxable income. The Issue 8f discussion at pages 72-73 of Order No. 97-171 is 
here readopted, but the amounts in Column 42 of Appendix A to Order No. 97-171 are 
amended as shown in Appendix B to Order No. 00-190, Column 42. 
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Issue 8n, PUC Fee Increase: The discussion at page 83 of Order No. 97-171 
is readopted, but the amounts in Appendix A, Column 49a, are amended as shown in 
Appendix B to Order No. 00-190, Column 50. 

ISSUE 8: EXPENSES AND TAXES 
Completely Settled Issues: 

• Issue Bb(1), 1996 Occupational Wage 
Increases (Adjustment 38). Staff and 
USWC agree to include 1996 
occupational wage increases. See 
Appendix B, First Stipulation, 
Paragraph 1 7. 

• Issue 8b(2), Other Payroll Changes 
(Adjustment 38c). Staff and USWC 
agree to include 1996 payroll tax 
changes. See Appendix C, Second 
Stipulation, Paragraph 7. 

• Issues Sc-d, Changes in Accounting
SFAS 109 and 112 (Adjustments 39-40). 
Staff supports USWC's requests to 
adopt SPAS 109 and SPAS 112. SPAS 109 
required changes in accounting for 
income taxes by 1993. SPAS 112 
required changes in accounting for 
the employer's obligation to provide 
postemployment benefits for former or 
inactive employees, their 
beneficiaries, and their covered 
dependents by 1994. See Appendix B, 
First Stipulation, Paragraphs 18-19. 

• Issue Be, Ballot Measure 5 Property 
Tax Savings (Adjustment 41). Staff 
and USWC agree to restate property 
tax expenses to reflect a full year 
at the final year's tax rates 
(1995/96). If the Commission orders a 
refund based on the revenue 
requirement established in this 
docket, Staff recommends that USWC's 
Measure 5 savings refund for May and 
June 1996 be used to reduce the 
amount of the UT 125 refund. See 
Appendix B, First Stipulation, 
Paragraph 20. 
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• Issue Bg, Docket UM 767 Oregon 
Depreciation Represcription 
(Adjustment 43). Order No. 96-117 
approved new depreciation rates 
retroactive to January 1, 1995. Staff 
and USWC agree to restate the test 
year to include one year's effect of 
the revised depreciation rates on 
expenses and average rate base. See 
Appendix B, First Stipulation, 
Paragraph 21. 

• Issues Bh-i, Aircraft and Advertising 
(Adjustments 44-45). Staff and USWC 
agree that aircraft and advertising 
expenses in the test year are 
reasonable and should not be 
adjusted. See First Stipulation, 
Paragraphs 22-23. 

• Issue Bm, Purchase Rebates 
(Adjustment 49). Staff and USWC agree 
to restate the test year to remove 
the effects of prior period rebates. 
See Appendix B, First Stipulation, 
Paragraph 24. 

Significantly Undisputed Issue: 

• Issue Bf, Oregon Revised Statute 
(ORS) 291.349 Income Tax Refund 
(Adjustment 42). Staff and USWC agree 
to normalize the test year to reflect 
periodic state income tax refunds 
received by USWC under ORS 291.349. 
The final amount depends on the 
resolution of disputed issues. See 
Appendix C, Second Stipulation, 
Paragraph 8. 

Disputed Issues: 

• Issue Ba, Team Performance Awards and 
Officers' Incentives (Adjustment 37). 
Xn compliance with Commission policy, 
Staff removed bonuses based on 
corporate cash flow and earnings. 
USWC disagrees with Staff's 
adjustment. USWC contends that Staff 
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has the burden to prove its proposed 
disallowance is justified and 
reasonable. Staff believes that the 
company has the burden to show that 
its costs are reasonable. 

• Issue 8b(2), Other Payroll Changes 
(Adjustments 38a, 38e, and 38f). 

• Adjustment 38a. Staff added 1996 
management salary increases and 
1997 occupational wage and 
management salary increases. 
USWC agrees with the mechanics 
of Staff's adjustment but 
disagrees about the need for pro 
forma adjustments. The final 
amount depends on whose 
adjustment the Commission adopts 
as well as the resolution of 
Issue 4f, Headquarters 
Allocations. 

• Adjustments 38e-38f. Staff 
modified the wage and salary 
bases to remove the nonrecurring 
wages related to reengineering. 
USWC agrees with the mechanics 
of Staff's adjustments but 
disagrees about the need for the 
adjustments. See Issue 8a and 
Issue 9a, Reengineering. The 
final amounts depend on whose 
adjustments the Commission 
adopts and the resolution of 
Issue 4f, Headquarters 
Allocations. 

oo- 19 "I 

• Issue Bj, Average Growth in Access Lines 
(Adjustment 46}. Staff adjusted the test 
year to recognize that local revenues 
per access line have been relatively 
constant and that access lines are 
growing. Staff increased local revenues 
by 3 percent to reflect the average 
level during the period when rates from 
this docket will be in effect. USWC 
disagrees about the need for proforma 
adjustments. If the Commission includes 
Staff's adjustment in the test year, the 
final amount depends on the resolution 
of Issue 6c, Tarif•f, Price, and Contract 
Changes Made after January 1, 1995. 
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• Issue Bk, Marketing Accrual Reversal 
(Adjustment 47). In its preannualization 
adjustments, USWC identified a reversal 
entry that is part of a series of 
accrual entries and actual claims paid 
for carrier accidents and damages. 

• Issue 81, Information Management Systems 
(Adjustment 48). Staff normalized costs 

by including the ongoing expense savings 
for two recently implemented information 
management projects (SAVER arid bill 
reformatting). USWC disagrees about the 
need for normalizing adjustments. 

• Issue Bn, PUC Fee (Adjustment 49a) . • 
Staff expects the PUC fee to increase 
from .20 percent to .25 percent for 
assessments due on and after April 1, 
1997. USWC disagrees about the need for 
proforma adjustments. USWC also 
disagrees that the change is probable. 

Issue Ba: Incentive Plans (Bonuses) 

USWC proposes to include in the test year 
$4 million in bonuses that were paid to its 
management and executive employees in 1995 under 
three incentives programs: (1) Team Performance 
Award Plan (TPA); (2) Executive Short Term 
Incentive Plan (STIP), and (3) Executive Long Term 
Incentive Plan (LTIP). 

Bonuses paid under these plans were based on the 
achievement of certain financial, business, and 
corporate goals. The 1995 rPA bonuses were paid 
for meeting or exceeding goals regarding 
(1) Earnings before Interest, Taxes, Depreciation, 
and Amortization (EBITDA); (2) USWC Net Income; 
and (3) Business unit Results & Strategic 
Measures, and Customer Service. The 1995 STIP 
bonuses were paid for meeting or exceeding goals 
regarding (1) Financial Performance (new product 
development, net income, EBIDTA); 
(2) Reengineering Benefits; and (3) Customer 
Loyalty. The 1995 LTIP bonuses were paid for 
meeting or exceeding goals regarding (1) increase 
in the price of USWC stock; and (2) stock dividend 
growth. 

• Issue 8n is now Adjushnent 50 of Appendix B to Order No. 00-190. 
96 

379 



ORDER NO, 

Staff takes the position that these bonuses should 
be excluded from the test year because the 
financial, business, and corporate goals on which 
the bonuses were based primarily benefited USWC's 
shareholders. Therefore, Staff reasons, the 
shareholders should pay for the bonuses. 

Staff notes that in the past, the Commission has 
not allowed a utility's revenue requirement to 
include employee bonuses that were based on the 
utility's financial results of operations, See, 
e.g., Pacific Northwest Bell Telephone Company, 
UT 43, Order No. 87-406 at 42, where we stated: 

Only expenditures necessary for furnishing 
utility service should be reflected in 
rates. Portland General Electric, UF 3218, 

.order No. 76-601 at 13; Cascade Natural 
Gas, UF 3246, Order No. 77-125 at 10. 

Staff contends that uswc•s base salaries for 
management and executive employees are reasonable, 
but maintains that USWC has not shown that the 
goals on which the bonuses were based were 
justified by benefits to ratepayers. For instance, 
Staff notes that although quality of service 
deteriorated in 1995, the total TPA did not 
decline. 

Staff concludes that the performance goals under 
uswc•s management incentive plans were designed to 
benefit shareholders but were not in the 
ratepayers' interests. Staff argues that it is 
inappropriate for uswc•s Oregon ratepayers to pay 
for bonuses for the utility's management and 
executive employees at a time when uswc•s service 
quality problems in Oregon have increased 
significantly and when, as Staff believes, USWC is 
overearning by $100 million. Including the bonuses 
in the revenue requirement in this situation, 
Staff argues, would add insult to injury for 
ratepayers. 

Finally Staff notes that although it recommends 
excluding USWC's executive and management bonuses 
from the test year in this case, in future rate 
cases it would consider including employee 
incentive plans with goals that would benefit both 
ratepayers and shareholders. 

USWC argues that its overall level of 
compensation, including bonuses, is not only 
reasonable but is below market. USWC argues that 
Staff is asking the Commission to preclude 
recovery of expenses that the record shows were 
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actually incurred by the company, and that are 
reasonable. USWC also argues that excluding 
bonuses would amount to micromanaging the 
company. 37 That is, the Commission would be 
deciding what form compensation of company 
management should take. 

USWC further argues that paying market wage levels 
including incentive compensation is necessary for 
the provision of utility service. If bonuses were 
eliminated, USWC points out, salaries would have 
to be raised an equal amount to attract employees. 
Therefore, USWC argues, Staff's proposed 
disallowance is arbitrary, because it is based 
only on the manner in which compensation is 
administered. 

USWC maintains that Staff has never previously 
challenged manager bonuses, and asserts that the 
facts in UT 43, the case on which Staff relies, 
are distinguishable from those in this case. USWC 
contends that use of incentive pay is common in 
the industry and encourages enhanced USWC employee 
performance toward ratepayers. If Staff's proposal 
is adopted, USWC maintains, it will send a signal 
to the company that it should not try to provide 
financial incentives for employee performance. 

Finally, USWC argues that the Commission should 
allow recovery of bonuses to prevent 
discriminatory treatment of USWC in a competitive 
environment. USWC notes that its major competitors 
rely on incentive pay to compensate their 
employees. According to USWC, this indicates both 
that the practice of offering incentive pay is 
widespread and that the Commission should allow 
USWC's bonuses because to do so would be 
competitively neutral. 

Disposition. The record shows that USWC's base 
salaries before bonuses are within a reasonable 
range, as is USWC's compensation including 

31 USWC argues that most commissions follow the principle that "managers 
of a utility have broad discretion in conducting their business affairs 
and in i~curring costs necessary to provide services to their 
customers," including compensation decisions. Violet v. FERC, 800 F2d 
280, 2B2 (1" Cir. 1986). USWC also cites two California cases that 
advocate leaving the allocation of compensation between salaries and 
incentives to the utility's discretion, In re Pacific Gas and Electric 
Co., 1992 WL 438101 slip op at 46 (Cal. PUC); In re Southern California 
Edison Co., 130 PUR 4th 97, 126 (1991) ("The Commission's duty is to 
authorize reasonable expenses for employee compensation as a whole, 
without micromanaging the distribution of employee salaries, wages, and 
benefits."). 

98 

381 



ORDER NO. o o ·- ·i 9 "I 

bonuses. Because its compensation is reasonable 
compared to the market, USWC concludes that its 
expense for management and executive bonuses is 
reasonable. USWC conflates two separate issues. 
The level of overall compensation is reasonable 
compared to the market. That does not determine 
whether it is reasonable to ask ratepayers to fund 
bonuses with the declared goals of USWC's 
incentive plans. 

USWC is correct in stating that Order No. 87-406 
(UT 43) does not preclude recovery of incentive 
pay linked to financial performance. The 
disallowance in that case occurred because the 
proposed compensation was based on the performance 
of the utility's parent, not the utility itself. 
Still, the principle that Staff quotes from that 
order is our policy: "Only expenditures necessary 
for furnishing utility service should be reflected 
in rates." Order No.· 87-406 at 42. 

We disagree that submitting USWC compensation 
expenditures to scrutiny is micromanaging; rather, 
it is our role as regulators to determine the 
reasonableness of USWC's claimed expenses. On 
review of the stated goals for the incentive 
programs at issue, we note that some of the goals 
on which bonuses were awarded deal with earnings, 
net income, financial performance, reengineering 
benefits, and stock prices and dividend growth. 
These goals benefit shareholders rather than 
ratepayers. 

Two of the goals deal with customer service and 
customer loyalty. In view of the problems USWC has 
had with customer service (see discussion at Issue 
9c below), we agree with Staff that it is 
inappropriate to award bonuses for performance in 
this area. 38 We point out that here our decision 
deals with bonuses for management and supervisory 
personnel. We do not mean our comments to reflect 
negatively on front line employees, who have done 
well under a difficult set of circumstances. 

Under the circumstances of this case, we conclude 
that USWC has not shown that its incentive plans 
are reasonable expenses for the provision of 
utility service. We note that our disallowance is 
not based on the manner in which compensation is 
administered but on the purpose for which the 

" USliC appears to argue that Staff raises the argument of disallowance 
based on service quality issues for the first time in its brief. This 
is incorrect, See Revised Staff/1 Lambeth/65. 
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bonuses are awarded. We also note that this 
conclusion does not prevent USWC from paying 
bonuses; it merely dictates that bonuses be paid 
from funds that would go to shareholders, not from 
funds provided by ratepayers. Therefore, we do not 
believe that the resolution of this issue places 
uswc at a competitive disadvantage. 

We limit the findings on this issue to the facts 
before us. If in a future rate case USWC submits 
employee incentive plans with goals that would 
benefit both ratepayers and shareholders, we will 
include those expenditures in revenue requirement. 

Issue 8b(2): Other Payroll Changes 

In this adjustment, Staff proposes to add the 
effects of wage rate changes for 1996 and 1997 to 
the 1995 test year. USWC agrees with the mechanics 
of Staff's adjustment but disagrees about the need 
for proforma adjustments. See discussion at Issue 
la(l) above. The final amount of this adjustment 
depends on whose adjustment the Commission adopts 
as well as the resolution of Issue 4f, 
Headquarters Allocat.ions. 

USWC implies that Staff's adjustment treats 
reengineering as if it had not happened, while 
including the effects of wage rate changes. Staff 
responds that its adjustment is to eliminate from 
wage and salary bases nonrecurring wages related 
to reengineering. It has calculated its pay 
increases on a wage base that excludes wages 
related to reengineering and extraordinary 
expense. Terminated jobs will not be replaced. 
Therefore, wage adjustments should not be computed 
for nonexistent employees. 

We have determined that proforma adjustments are 
appropriate to cause the test year to represent 
the period for which rates from this docket will 
be in effect. We are persuaded by Staff's argument 
that its adjustment makes the test year more 
representative of that period than it would be 
without the adjustment. Therefore, we accept 
Staff's adjustment for the effects of wage rate 
changes for 1996 and 1997, 

Issue 8e(2): Ballot Measure 5 Property Tax Savings 

This issue is addressed by the First Stipulation, 
Paragraph 20. Staff and USWC agree that if we 
order a refund in this docket, the refund should 
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be reduced by the Measure 5 refund for May and 
June 1996. We adopt this recommendation. 

Issue 8j: Average Growth in Access Lines 

At issue here is a proforma adjustment (see 
discussion of Staff's proposed adjustments at 
Issue la(l) above). As we stated previously, the 
purpose of a test year is to represent the period 
in which rates will be in effect. Therefore, to 
avoid overearning or underearning by USWC during 
that period, we add to the revenue requirement 
recurring increases in revenues and expenses that 
are reasonably certain to occur, and exclude 
nonrecurring revenues and expenses. Pacific 
Northwest Bell Telephone. Co., UT 43, Order 
No. 87-406 at 11, 

Staff proposes to adjust the test year to 
recognize uswc•s continued access line growth and 
the associated growth in revenues. Staff has 
increased uswc•s revenues by 3% per year to 
reflect growth in access lines. 

USWC's Position, USWC argues that Staff's 
adjustment is for growth in revenue per access 
line. USWC contends that Staff has not carried the 
burden of showing that this adjustment is "known 
and measurable." USWC argues that Staff's sole 
evidence of an increasing trend in Oregon 
intrastate local revenue per line is a graph of 
monthly revenues per line for the period 
January 1994 to September 1995 (Staff Exhibit 36, 
Morrison 3), The graph for that short period 
showed a slightly increasing slope. USWC contends 
that the data are deceptive, because Staff witness 
Ed Morrison selected a small time period, 
excluding later as well as earlier data that 
refute his hypothesis. USWC charges that Staff had 
earlier and'·later data on revenue per access line, 
which it ignored and which would break Staff's 
upward trend in per line revenue growth. USWC's 
position is that 1995 local revenue per line is 
approximately the same as it was in 1992. USWC 
concludes that per line revenues are, at best, 
flat. 
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USWC maintains that its evidence also shows that 
local revenue per line would be declining 
significantly without USWC's new promotions and 
services. USWC also notes that over the next 
several years there will likely be downward 
pressure on revenue per line, given resale. The 
Telecommunications Act of 1996 and the 
Commission's certification of local service 
providers are causing great changes in the 
telecommunications industry, according to USWC, 
making USWC's revenue highly uncertain. uswc 
charges that Staff considered none of these 
factors in developing its revenue forecast 
adjustment. 

USWC also argues against Staff's claim that 
expense per'line is declining. USWC contends that 
Staff's sole evidence of decreasing expense per 
line is Mr. Morrison's graph (Staff 36, 
Morrison 3). This chart, USWC points out, ~s based 
on normalized data. If one includes depreciation, 
access expense paid.to independent telephone 
companies, and property taxes, it is .clear that 
expenses per line are not decreasing. USWC asserts 
that Staff achieves its declining expe.nse trend by 
normalizing depreciation expense wi.thout 
justification, continuing access expense 
reductions and Ballot Measure 5 property tax 
reductions, which have been fully reflected in the 
test year and which have ended. USWC argues that 
intrastate expense has, in fact, been increasingly 
slightly on a per line basis. 

USWC also argues that Staff could not describe any 
steps to ensure that it balanced expenses and 
revenues associated with its proposed adjustment. 
Staff also made no effort to show that the 
cumulative effect of its adjustments is reasonable 
and does not distort the test year. USWC asserts 
that it provided positive evidence that Staff's 
proposed adjustments overlap and create test year 
distortion. 

Since revenue per line is flat, USWC contends, 
Staff's proposed adjustment Sj to increase local 
revenue per line overlaps with Issue 6c. According 
to USWC, given Staff's failure to prove that 
expense per line is declining, Staff's adjustments 
in Issues 81, 9a and '9b, and Sa create a distorted 
test year by causing test year expense per line to 
decline significantly below the historic trend. 

USWC cites the overall result of Staff's proposed 
adjustment to underscore how unreasonable Staff's 
proposed adjustment is. According to USWC, Staff 
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forecasts that between 1995 and 1997, USWC's 
revenues will grow by $37.7 million while expenses 
will decline by $30.5 million. This results in a 
net revenue gain of $68.2 million, a profit margin 
of 18.4%, or a 50% improvement over 1995. 
According to USWC, Staff also projects that during 
the same period, access lines will increase by 
approximately 74,000 lines and that increase will 
come at a negative incremental cost. 

Finally, USWC argues that Staff fails to include a 
comparable adjustment for forecasted changes in 
toll and access revenues, where revenue per line 
has been declining. For the two year period from 
1993 to 1995, USWC contends, toll and access 
revenue declined by approximately $15 per line. If 
the Commission were to adopt forecasted local 
revenue growth, it should also adopt an offsetting 
adjustment for forecasted decreases in toll and 
access revenues. An expense adjustment related to 
access line growth would also be warranted, as 
would an adjustment for the effects of competitive 
entry. 

Staff's Position. Staff responds that USWC has 
mischaracterized the nature of Staff's adjustment. 
The adjustment is for average growth in access 
lines, not revenue growth per line. Staff notes 
that this misunderstanding explqins why USWC 
asserts that Staff's revenue adjustments in 
Issues 8j and 6c overlap. Staff's revenue 
adjustment in Issue 8j is based on the quantity of 
USWC access lines. The adjustment in Issue 6c is 
based on revenue; that is, it reflects changes in 
USWC's tariffs, prices, and contracts. Staff 
asserts that these adjustments do not double count 
revenues. Mr. Morrison testified that he did not 
make an adjustment for the growth in revenues per 
line, because revenues associated with new filings 
were covered by Mr. Ball in Issue 6c. 

Staff's revenue adjustment to the annualized test 
year consists of approximately $24 million. The 
adjustment recognizes USWC's continued access line 
growth and the associated revenues. Staff proposed 
its adjustment because USWC's Oregon intrastate 
access lines have grown steadily in number since 
1988. Staff believes that its estimate of 
continued average growth of 3% per year while 
rates from this docket are in effect is 
conservative. 

Staff notes that Oregon is one of the ten fastest 
growing states in the nation in terms of 
population. USWC provides 1.2 million access lines 
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in Oregon. As of February 1996, USWC was receiving 
nearly 36,000 service requests monthly from 
customers wanting new or additional lines. Staff 
points out that that USWC also introduces new 
services and products, which expands the local 
telecommunications markets. USWC's 1996 revenues 
from services such as Caller ID, Call Waiting, and 
data networking services increased 50% .or more 
over 1995. There is also a growing customer demand 
for existing services, such as second residential 
lines. Staff cites the record to show that USWC 
experienced a growth rate of more than 30% in 
additional residential access lines for the 
12 months ending in September 1996. 

In response to USWC's contention that the 
Telecommunications Act of 1996 jeopardizes the 
stability of USWC's local revenue per access line, 
Staff notes that current growth figures set out 
above belie that argument. Staff also points to 
the following data in the record: 

• In 19 9 5, USWC experienced a 
4.2% increase in access lines and a 
6.8% increase in local service 
revenues over 1994. 

• For first quarter 1996, USWC 
experienced a 4.8% increase in access 
lines and a 9% increase in local 
service revenues over the same period 
in 1995. 

• For second quarter 1996, USWC 
experienced a 4.9% increase in access 
lines and a 9.6% increase in local 
service revenues over the preceding 
12 months. 

• For third quarter 1996, USWC 
experienced a 5.1% increase in access 
lines and a 9.3% increase in local 
service revenues over the preceding 
12 months. 

• USWC is also generating strong growth 
in revenues from value added services 
such as Caller ID, Call Waiting, 
Voice Messaging, and data networking 
services. 

Staff points out that its proposed 3% growth rate 
is substantially less than the increases noted 
above. Staff also notes that because USWC's local 
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service revenues are increasing at a higher rate 
than its access lines, its local service revenues 
per line are also increasing. 

USWC has argued that, because of emerging 
competition, Staff's revenue adjustment for access 
line growth should be offset by reductions of 
$8.4 million in its local Oregon service revenues 
and $2.3 million in toll revenues. Staff argues 
that these forecasted revenue reductions are based 
on incorrect assumptions. USWC assumes that it 
will lose 9 percent market share to resale 
competition in 1997. That is, access lines that 
would be sold at retail to end users will become 
wholesale access lines sold to resellers. USWC 
projects a confidential percent of those lines to 
be residential access lines. Staff argues that 
this assumption is dubious. Staff argues that few, 
if any, competitors have plans to market local 
exchange services to residential customers in the 
near future. Therefore, Staff contends, USWC's 
forecasts about the impact of competition on its 
revenues during the period when rates will be in 
effect are greatly overstated. 

Staff asserts that USWC's revenue reduction 
forecasts also contain other incorrect 
assumptions. For instance, USWC used $12 as the 
monthly rate for its unbundled local loop (also 
called the basic network access channel, or NAC). 
By Order No. 96-283, however, the Commission 
revised the monthly rate for USWC's basic NAC from 
$11.95 to $16. Order No. 96-283 at 10-11; 
Appendix Cat 1. Staff notes that USWC also used a 
25% wholesale discount for its retail services and 
products, whereas USWC has neither given nor 
offered that large a discount to any competitor in 
Oregon. 

Disposition. USWC's misunderstanding of this issue 
has led the company to argue against a position 
that Staff has not taken. Trends in average. 
revenue per access line and average expense per 
access line are not at issue in this adjustment. 
At issue is whether the number of USWC access 
lines is growing at a rate that justifies an 
adjustment to revenue requirement to recognize 
that growth. 

The record contains strong evidence that USWC 
access lines are growing at a rate well above the 
3% adjustment Staff proposes. It is reasonably 
certain that this growth rate will continue during 
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the time rates from this docket are in effect. 
"The record also shows that USWC revenues from 
local. access are increasing at a rate above the 
access line growth rate. 

We are also persuaded by Staff's argument that the 
competition USWC foresees will be slow to develop. 
We cite UM 351, Order No. 96-283 at 6: 

As we have previously stated, the revenue 
loss scenarios advanced by the [local 
exchange carriers] incorporate numerous 
assumptions regarding the timing and rate 
of competitive entry, the number and type 
of product offerings, customer willingness 
to change carriers, and changes in the 
overall market demand for 
telecommunications services. We do not 
think it is productive to engage in such 
speculation, especially when competition 
for many services has not even begun in 
the event of a significant impact on 
revenues, a [local exchange carrier] may 
seek immediate revenue relie'f in the form 
of an interim rate increase. 

Finally, we agree with Staff that USWC's 
projections with respect to the cost of the 
unbundled NAC and the discount rate for wholesale 
services and products are mistaken. We are also 
satisfied that Staff has refuted USWC's argument 
about double counting and overlap between Issue Sj 
and Issue 6c. 

We conclude that Staff's proforma adjustment to 
recognize USWC's continuing growth in access lines 
is reasonable to keep USWC from overearning and 
should be accepted. 

Issue Bk: Marketing Accrual Reversal 

Staff reviewed accident and damage claims accrued 
and paid by USWC and recommended a $529,375 
decrease in total Oregon operating expenses. 
Staff's adjustment represents the actual level of 
claims paid during the historical period, January 
through September 1995, annualized. 

39 USWC again asserts that the standard for accepting adjustments to the 
test year is that the changes be "known and measurable. 11 As we 
discussed at Issue la(l} above, the correct standard for these 
adjustments is that they be reasonably certain. That standard is met 
here. 
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USWC maintains a reserve account to recognize the 
accident and damage claims that will likely be 
filed against the company. During the test period, 
USWC accrued $833,000 per month to the account for 
a nine month total of $7,497,000. The company paid 
out $2,743,000 from the reserve for the same 
period. Staff adjusted for annualization, for 
Oregon's share, and for the disparity between the 
amounts being accrued and the actual amounts paid. 

USWC objects to Staff's adjustment and requests 
that the amount of claims paid for the last three 
months of 1995 be included. These months show an 
additional claims paid amount of $6,582,000. USWC 
argues that its analyst erred in the first 
response to Staff's data request, and asks that 
the Commission consider the entire year's data on 
accruals and cash payments. 

Staff responds that USWC previously indicated that 
the January to September 1995 level of paid claims 
is representative of the ongoing level of claims. 
Staff also contends that the data offered by USWC 
for claims paid for the last three months of 1995 
are highly inconsistent with confidential claims 
paid data for 1994 and 1996. Therefore, Staff 
considers USWC's data for the last three months of 
1995 unreliable or unrepresentative of claims 
likely to be paid in the future. 

We conclude that the additional claims paid amount 
of $6,582,000 is not representative of claims 
likely to be paid during the time rates from this 
docket are in effect. We accept Staff's 
adjustment. 

Issue 81: Information Management Systems 

This issue concerns two adjustments to USWC's 
revenue requirement to reflect the reduced 
expenses due to two recently completed information 
management projects: (1) SAVER time reporting and 
(2) bill reformatting. Staff proposes a decrease 
of $1,185,365 in total Oregon operating expense to 
account for these savings. 

SAVER Time Reporting. This is a project that now 
allows certain USWC outside plant personnel to 
spend less time completing work time reporting 
cards. The project was implemented in Oregon 
during the fourth quarter of 1995. Staff included 
the savings achieved by this project, although it 
was implemented after the historical test period, 
because that was consistent with Staff's 
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methodology of recognizing such events. Staff 
calculated its adjustment of $492,827 from 
information provided by USWC. 

USWC argues that Staff's adjustment double counts 
expense reductions and distorts the test year. 
First, USWC charges that Staff makes no test year 
adjustments for increased expenses, and then, when 
Staff proposes to adjust the test year for 
specific productivity improvements, it counts 
expense reductions again. USWC argues that Staff 
proposes no adjustment to operating expenses due 
to growth. USWC contends that 1996 maintenance 
expenses increased rather than decreasing. 
Maintenance expense, which SAVER would impact, was 
higher in 1996, the time period when SAVER was in 
effect. 

Staff responds that USWC failed to recognize that 
SAVER (like bill reformatting) was implemented 
before the time rates are likely to be in effect. 
Therefore, it is appropriate to recognize this 
historical productivity improvement. Staff notes 
that it has allowed USWC a reasonable level of 
ongoing expense to make further information 
management productivity improvements. 

Disposition. We conclude that Staff is correct in 
its response to USWC's double counting argument. 
Because SAVER was implemented before the time 
rates from this docket became effective, it is a 
historical event that will reduce expense during 
the rate period. If maintenance expense is 
increasing, as USWC alleges, that is due to 
factors other than SAVER. Staff's adjustment is 
appropriate and should be adopted. 

Bill Reformating. This adjustment concerns postage 
savings. USWC estimates that changes to its 
billing statement will result in postage savings 
of seven cents per residential bill. The billing 
project was implemented in the second quarter of 
1996. Staff argues that the effect of this program 
is known and measurable. Staff contends that it 
should be recognized as an adjustment to the test 
year. Staff calculates the Oregon portion of this 
savings to be $692,538. 

uswc objects to this adjustment because it is 
based on an estimate. USWC proposes an adjustment 
of $156,420 instead, asserting that Staff's 
adjustment is too high. 
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Staff responds that the estimate is specific to 
bill reformating and that it comes from the 
company. Staff points out that USWC's recommended 
adjustment ip also an estimate. It is based on 
total company postage expense that has been 
allocated to Oregon and is not specific to bill 
reformating. USWC's analysis reflects other causes 
for expense changes, such as the weight of bill 
inserts. Further, the amounts included in uswc•s 
analysis represent more than just savings 
attributable to residential bills. Moreover, 
uswc•s analysis fails to account for the fact that 
the bill reformating project was implemented in 
different states during different times, because 
it relies on total company amounts. 

Disposition. We conclude that Staff's adjustment 
should be adopted. It accounts for reasonably 
certain reductions in expense arising from USWC's 
bill reformating project. The amount underlying 
the adjustment comes from USWC, so the company 
should not be heard to complain of its 
reliability. 

Iaaue Sn: PUC Fee Increase 

In the adjustment, Staff proposes to add the 
effects of a projected 1997 increase in the PUC 
fee. Whether this adjustment is accepted or not 
depends on whether we adopt Staff's forecast 
adjustments that restate the test year to 
August 1997. We do adopt Staff's forecast 
adjustments; therefore, this adjustment should be 
accepted. 

Issue 9, Service Quality and Ree11gineeri11g: The findings regarding 
Issue 9a, 9b, and 9c at pages 83-93 of Order No. 97-171 are readopted. 

Issue 9c, Service Quality. Staff added Issue 9d, New Plant Investments 
and Related Costs, for settlement purposes; see the companion to this order, Order 
No. 00-190. That addition changed the effect ofissue 9c on USWC's revenue 
requirement. The discussion at pages 93-101 of Order No. 97-171 is readopted, but the 
amounts shown in Appendix A, Column 52, are amended to include the Issue 9d effects 
on the service quality adjustment. The new amount is shown in Appendix B to Order 
No. 00-190, Column 53. 
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ISSUE 9: SERVICE QUALITY AND REENGINEERING 

Disputed Issues: 

• Issue 9a, Service Reengineering 

Costs (Adjustment so'). The 
recorded data include large service 
reengineering costs. Staff 
normalized the test year as if 
service reengineering had not 
occurred. USWC disagrees about the 
need for this adjustment, claiming 
that it is a disallowance. Staff 
believes these are nonrecurring 
costs that should be normalized to 
properly state USWC's ongoing cost 
structure. See Issue 1a(1), Test 
Year. 

• Issue 9b, Extraordinary Expenses 

(Adjustment 51#). Staff removed 
extraordinary customer service, 
cable and wire facilities, reported 
trouble testing, and pole 
maintenance expenses that will not 
be part of USWC's ongoing cost 
structure. Staff has excluded 
accelerated pole testing expenses 
from this adjustment. USWC 
disagrees about the need for 
normalizing and proforma 
adjustments. See discussion at 
Issue la(l) above. 

• Issue 9c, Service Quality 

(Adjustment 52+). Due to continuing 
service problems, with no quick 
solutions in sight, Staff 
recommends using the low end of the 
return on equity range (10.2%). 
USWC disagrees with Staff's 
adjustment. 

• Issue 9a is now Adjustment 51 of Appendix B to Order No. 00-190. 
• Issue 9b is now Adjustment 52 of Appendix B to Order No. 00-190. 
+ Issue 9c is now Adjustment 53 of Appendix B to Order No. 00-190. 
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Issue 9a: Service Reengineering Costs 

Background. uswc•s reengineering program 
officially began in September 1993. It was 
scheduled to end three years later but was 
extended and will now end in 1997. US WEST 
Communications Group described the reengineering 
plan recently as follows: 40 

The Communications Group's 1993 results 
reflected an $880 million restructuring 
charge (pretax). The related restructuring 
plan (the "Restructuring Plan") is 
designed to provide faster, more 
responsive customer services while 
reducing the costs of providing these 
services .... The Communications .Group 
has consolidated its 560 customer service 
centers into 26 centers in 10 cities and 
plans on reducing its work force by 
approximately 10,000 employees. All 
service centers are operational and 
supported by new systems and enhanced 
system functionality. • 

The Restructuring Plan is expected to be 
substantially complete by the end of 1997. 
Implementation of the Restructuring Plan 
has been impacted by the growth in the 
business and related service issues, new 
business opportunities, revisions to 
system delivery schedules, and 
productivity issues caused by the major 
rearrangement of resources due to 
restructuring. These issues will continue 
to affect the timing of employee 
separations. 

The Communications Group estimates that 
full implementation of the 1993 
Restructuring Plan will reduce employee 
related expenses by approximately 
$400 million per year. 

The consolidation involved in USWC's reengineering 
program included customer service upgrades (also 
termed resystematization by several witnesses); 
employee effects such as termination, relocation, 

• 0 Source: us WEST Communications Group, 1995 Financials, Management's 
Discussion and Analysis of Financial Condition and Results of 
Operations, p. 6. In this passage, the reengineering plan is called 
the restructuring plan. 
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hiring, and increased overtime; and real estate 
transactions. 

As the passage from the Communications Group 
Financials above indicates, USWC established an 
$BBQ million reserve account for the reengineering 
program expenses and charged such expenses to the 
reserve under the SEC's guidance. The company also 
set up an internal governance committee to 
administer the actual financial accrual for SEC 
purposes. The committee was created to ensure that 
·only reengineering program expenses, as defined by 
accounting rules, were charged to the reserve. 
When the reengineering program was implemented, 
USWC's employees were instructed to charge certain 
expenses to the reserve. To help track these 
charges, USWC made a change to the indicator in 
the responsibility code to identify the 
reengineering program costs. USWC instructed its 
employees to charge nonrecurring expenses, not 
ongoing expenses, to the reserve. USWC wanted to 
separate business as usual costs from 
reengineering program costs so that reengineering 
costs could be audited (Staff Exhibit 76). 

Staff's Proposed Adjustment. Staff argues that for 
the period January through September 1995, USWC's 
costs were substantially higher than for a normal 
period. ·That period coincides with the peak of the 
reengineering implementation period. The costs in 
the reengineering period included a) nonrecurring 
costs to implement reengineering (Issue 9a) and b) 
extraordinary expenses resulting from the movement 
of work functions, the introduction of new work 
processes, and the work disruption caused by 
reengineering implementation activities 
(Issue 9b). 

Staff proposes a $33,B40,141 decrease in USWC's 
total Oregon operating expense due to USWC's 
service reengineering program. This amounts to a 
decrease of $25.6 million in intrastate revenue 
requirement. The costs involved in this adjustment 
are the costs USWC incurred to implement 
reengineering (e.g., system development, employee 
related costs, and support costs). Staff asserts 
that reengineering is a unique change in USWC's 
business practices that entails large nonrecurring 
costs and equally large forecasted future savings. 
Staff argues that it is unlikely that USWC will 
undertake another reengineering plan of this type 
in the foreseeable future. Therefore, Staff argues 
that these are nonrecurring costs and should be 
removed from the test year. 
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Staff's Method. To calculate the effects of the 
reengineering program on the ongoing cost 
structure of the company, Staff reviewed USWC's 
results of operations. As detailed above, USWC had 
implemented procedures to identify and separate 
reengineering expenditures from business as usual 
expenditures. Staff calculated its service 
reengineering cost adjustment amount by removing 
nonrecurring costs to establish an appropriate 
recurring cost level. To do so, Staff normalized 
the historical period to appear as if USWC had not 
undertaken its reengineering efforts. Staff 
removed the reengineering costs incurred during 
the historical test period. 

Staff used the information recorded by functional 
category under the Uniform System of Accounts, 
codified at 47 C.F.R. 32, to understand the type 
of expenses being charged to the reserve and to 
ensure that uswc•s remaining expenses represented 
a reasonable ongoing level. 

Staff would have recommended removing any 
reengineering related savings realized during that 
period. However, Staff believes that USWC did not 
realize such savings during the historical period. 
To deal with future savings in calculating the 
service reengineering cost adjustment, Staff 
recommends an offset. Staff argues that during the 
historic test period, USWC made reengineering 
related capital investments in anticipation of 
savings. To establish the cost level that would 
have occurred in the absence of reengineering, 
Staff exactly offset the reengineering capital 
costs in the test period with a portion of future 
savings. 

The portion of future savings-involved in the 
offset is relatively minor compared to anticipated 
savings from the program. USWC estimates that 1998 
reengineering savings will be $400 million (see 
the Communications Group Financials, above). Staff 
figures the Oregon allocation of that amount at a 
conservative 8 percent or $32 million. Staff 
points out that.apart from the portion allocated 
to offset capital costs, USWC shareholders will 
receive the remaining future savings until rates 
are reset. 

Staff maintains that its exclusion of 
reengineering expenses from the test year results 
of operations leaves USWC with a reasonable level 
of ongoing expense. To check the reasonableness of 
the ongoing level of expense for the company after 
Staff's reengineering adjustment, Staff reviewed 
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the expense trend for the five accounts with the 
most significant reengineering expense during the 
test period. These five accounts represent over 
75 percent of the reengineering expense that was 
removed from the historical period. Staff then 
compared the account balances for these five 
representative accounts from prior years to the 
same five accounts for the test year. These 
comparisons showed that USWC still had a 
reasonable level of ongoing expense after the 
reengineering program adjustment. 

USWC's Position. USWC opposes this adjustment, 
arguing that the reengineering costs are recurring 
and that reengineering is a generic, ongoing 
program. USWC also argues that there is no basis 
in law or fact to disallow its prudently incurred 
expenses and investment related to restructuring 
to improve efficiency. USWC alleges that Staff has 
not proved that the expenses it recommends 
disallowing are nonrecurring, and has not proved 
that they amount to $33 million. 

USWC asserts that uncontradicted evidence shows 
that test year levels of expense and investment 
for the costs at issue are representative of 
historic trends and are expected to continue. USWC 
argues that Staff bases its proposed disallowance 
on accounting documents, yet concedes that 
accounting documents cannot prove that an expense 
is nonrecurring. 

USWC points out that the expenses at issue consist 
primarily of two major items, employee separations 
'and systems development and upgrade. Many of these 
costs were incurred to improve existing systems 
and processes. USWC argues that it has a long 
history of incurring expense to upgrade its 
systems, consolidate operations, and downsize work 
force. These same expenses were ongoing at 
approximately the same levels before the present 
reengineering program was announced. USWC contends 
that it submitted substantial evidence that 
restructuring efforts will continue to be a 
significant ongoing expense, although they will 
not always be called reengineering. 

USWC also argues that its consolidation and 
systems development efforts are not completed. 
USWC cannot maintain service or compete in the 
market place without continuing systems 
development. Thus, the company argues, these 
expenses will recur. Further, historic data 
demonstrate that downsizing the work force does 
not result in expense reductions, because of wage 
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increases and new hires in other areas. In 
addition, the company argues that reduced expenses 
achieved by reengineering are offset by inflation 
and changes in other areas of operations. 

Moreover, USWC contends that process improvements, 
systems development, and consolidation of business 
offices have improved operations to benefit Oregon 
ratepayers. For instance, business office access 
has improved. 

Finally, USWC argues that Staff's testimony in 
other areas of the case contradicts its position 
on this issue. In Issue 8f, Income Tax Refund, 
Staff relied on historic trends to support its 
contention that an event was recurring. USWC 
asserts that for that issue, the historic trend 
was substantially less supportive of a recurrent 
event than the historic trend of expenses 
associated with res.tvucturing. USWC accuses Staff 
of being result oriented and using historic trends 
when it would reduce revenue requirement but 
ignoring them when it would increase revenue 
requirement. 

USWC proposes headcount data--that is, data 
regarding the number of people it employs at 
particular time periods--rather than accounting 
data to indicate the appropriate expense levels. 
USWC uses this argument in three ways: 
1) USWC argues that Staff's overall 
projected decline in expenses is 
tantamount to the departure of 1,600 
Oregon employees (when there were only 
3,786 Oregon equivalent employees at the 
end of December 1995); 

2) the levels of employee paid exits 
under the reengineering program are the 
same as prior to the reengineering 
program, showing that the reengineering 
program is recurring; and 

3) employee levels did not increase in 
1994 and 1995 during the reengineering 
program period. 

Disposition. We conclude that USWC's service 
reengineering program represents a fundamental 
change in the way USWC delivers service. The 
program involves substantial consolidation and 
movement of employees as well as development and 
implementation of computer systems. uswc has 
consolidated 560 service centers into 26 and is 
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reducing its work force by approximately 10,000 
employees. This is a major and unique program that 
is not likely to recur. We base our conclusion on 
the Communications Group Financials passage above, 
the statements of several USWC witnesses that the 
program will end in 1997, and the fact that USWC 
maintained its accounting records to separate 
reengineering charges from business as usual. We 
also note that the record contains these comments 
from pp. 24-25 of USWC's booklet of comments to 
the 1995 NARUC summer Committee Meetings in San 
Francisco: 

As announced in September 1993, the 
company expects a total of 9,000 jobs to 
be eliminated by 1997. . . We anticipate 
that by August, 1995, about 95 percent of 
the people with jobs in the new 
reengineered centers will be working in 
them. . We're on target for completion 
of reengineering in 1997. All of the 26 
reengineered centers are open. 

We find USWC's attempt to downplay the importance 
and reliability of its accounting information 
unpersuasive. USWC was required by federal law to 
accurately maintain the information Staff used to 
isolate reengineering expenses. Staff properly 
relied on USWC 1 s accounting data and information 
from its investigation to determine that the 
reengineering costs were nonrecurring and to 
calculate the amount of the disallowance. 

Staff's adjustment does not ignore the 
reengineering program, as USWC charges, but 
removes the nonrecurring costs from revenue 
requirement. However, Staff allows USWC to offset 
the removed costs by retaining virtually all the 
savings the company estimated would arise from the 
reengineering program. This is a generous 
approach. In the past (Order No. 92-1562), the 
Commission approved a se½tlement agreement that 
removed the nonrecurring implementation costs and 
included all savings arising from that 
nonrecurring event. 

USWC argues that the reengineering program will 
not result in expense reductions because of wage 
increases and new hires in other areas, inflation, 
and changes in operations. These factors are not 
specific to reengineering but are costs that face 
any company. Staff's adjustment does not affect 
cost increases not associated with the 
reengineering program. We note that USWC projects 
$400 million of savings in 1998 associated with 
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the reengineering program (see Communications 
Group Financials passage above). 

USWC argues that Staff took a different position 
with regard to recurring and nonrecurring events 
in Issue 8f. We disagree. The income tax refund 
involved in that issue is an intermittent event, 
not a one time occurrence such as the 
reengineering program. 

USWC argues that we should rely on its historical 
headcount data rather than on its accounting 
records to judge the costs involved in the· 
reengineering program. Headcount data is a poor 
substitute for accounting data, for the following 
reasons. First, USWC is not able to account for' 
changes in employee levels, leaving a residual of 
2,051 unexplained employees in 1995. Second, 
headcount analyses are difficult to make bec;;iuse 
of changing employee status (full time to part 
time and back). Third, they are suspect because 
USWC recently has been required to use extensive 
overtime and contract labor. USWC also relies on a 
data systems organization headcount that is 
subject to change from reorganizations, such as 
the dismantling of its technologies division. And 
fourth, headcount information does not reflect the 
separation of regulated and nonregulated expenses 
under Part 64. 

Staff gives an example of why it considers 
headcount information unreliable. USWC claims that 
Staff's projected decline in expenses is 
tantamount to the departure of 1600 Oregon 
employees. That figure is calculated using the 
comparison of expense per line shown in USWC 
Exhibit 64. USWC fails to consider that 
substantial operating expenses underlying its 
exhibit do not relate to headcount. 

We conclude that the reengineering program is a 
one time event, not an ongoing effort as USWC 
asserts. The consolidation of 560 service centers 
into 26 centers will not take place again. Staff's 
adjustment follows the Commission policy of 
removing nonrecurring costs from the test year to 
establish·an appropriate recurring cost level. 

We are persuaded that Staff's reliance on the 
reengineering accounting data that USWC kept 
pursuant to federal law was reasonable. USWC's 
alternative headcount data are unpersuasive. 
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Staff is correct in stating that savings from the 
reengineering program affect the recurring cost 
level. Staff took the conservative approach of 
recognizing only the future savings that offset 
the capital costs in its adjustment. Staff based 
its recognition on savings estimates provided by 
USWC. We are satisfied that Staff's adjustment 
leaves USWC a reasonable ongoing level of expense 
during the time rates will be in effect. We find 
Staff's adjustment reasonable and adopt it. 

Issue 9b: Extraordinary Reengineering Related 
Costs 

Issue 9b addresses the extraordinary expenses 
incurred by employee groups that experienced work 
disruption during the implementation period. The 
groups include employees that charge the following 
expense accounts: customer services operations and 
customer accounting operations (customer 
services), cable and wire facilities, and reported 
trouble testing. It also addresses the 
extraordinary expenses associated with the 
correction of pole safety violations. Staff 
recommends reducing USWC's total Oregon operating 
expense by $8,995,203 to account for these . 
extraordinary expenses, because these costs will 
not recur at the same high level during the time 
rates set in this case will be in effect. That 
results in an intrastate Oregon revenue 
requirement reduction of $6.6 million. 

Unlike the reengineering program expenses 
(Issue 9a), USWC did not track these extraordinary 
expenses to specified accounts. Staff reviewed 
USWC financial statements to determine that 
reengineering implementation resulted in 
extraordinary expenses. Staff then compared USWC 
expenses in prior periods with those from the test 
period. uswc•s financial records show higher costs 
during the reengineering implementation period. 
Staff assessed information concerning 
implementation issues that USWC faced during the 
historical period, such as resolving computer 
system errors, dealing with shortages of employees 
in megacenters that resulted in technician hold 
time, trying new procedures and then reverting to 
prior procedures, revising procedures, and 
extending the length of the implementation period. 
This information provided specific examples of the 
causes of higher costs during the historical 
period, 
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Staff stresses that the problems USWC encountered 
in implementing the reengineering program were not 
due to rank and file employees. Instead, USWC's 
front line employees have performed admirably in a 
difficult work environment. The problems stem in 
large part from decisions made at the corporate 
level by USWC executives. 

Staff contends that the expenses recorded during 
the historical period January through 
September 1995 were affected by activities that 
will not be a part of USWC's ongoing cost 
structure, particularly reengineering 
implementation expenses and pole maintenance 
expenses that are higher due to uswc•s response to 
safety concerns. Staff normalized those costs 
based on a more representative period, to reflect 
USWC's ongoing cost structure. USWC's financial 
information supports the view that the test period 
includes nonrecurring expenses associated with 
reengineering implementation. In the latter part 
of 1994, reengineering implementation began to 
accelerate. As outside plant technicians were 
affected by reengineering implementation, cable 
and wire facilities expenses began to increase, 
and USWC's service quality experienced a further 
decline. 

Staff points out that reengineering caused a 
decline in productivity, including computer 
errors, shortages of employees in megacenters that 
resulted in technician hold time, and changes in 
procedures. USWC also lost expertise when 
approximately 1,000 employees decided not to 
relocate. USWC underestimated how many people 
would choose to leave the company. USWC 
transferred or terminated locally based engineers. 
USWC field technicians have been required to work 
substantial amounts of overtime. USWC has deployed 
substantial numbers of out of state and contract 
personnel who may be unfamiliar with USWC's Oregon 
outside plant. Staff believes that the field 
technicians have performed admirably under 
difficult situations. However, it is normal that 
such situations, particularly prolonged periods of 
overtime, result in lowered productivity. 

The productivity issues related to reengineering 
directly affected customer services, cable and 
wire facilities, and reported trouble testing 
expense. Staff believes that other work functions 
such as plant administration and engineering were 
also affected by reengineering implementation 
activities. The accounts associated with the 
latter two work functions were more difficult to 
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analyze than the others, because of the clearing 
of capitalized amounts from those accounts and the 
level of nonrecurring reengineering implementation 
expenses in the account balances. Staff therefore 
elected a conservative approach and limited its 
adjustment to customer services, cable and wire 
facilities, and reported trouble testing expenses. 

Staff obtained USWC's records for the three 
categories of customer services, cable and wire 
facilities, and reported trouble testing expenses. 
Staff first selected a period (January through 
June 1994) as representative of ongoing expense 
levels. This was a period during which work 
functions were not affected by implementation of 
the reengineering program. Staff then normali.zed 
the January through June 1994 expenses to 
recognize an August 1994 wage increase and line 
growth between this period and the period of 
January through September 1995. Staff compared the 
normalized 1994 data with the 1995 data to 
determine extraordinary 1995 wage and_other 
expense amounts and then calculated benefit 
effects based on extraordinary wages. Finally, 
Staff removed the abnormally,high expenses from 
the test period. 

Staff believes that the allowance for wage and 
line growth increases is more than adequate for 
expected cost changes. Staff did not try to adjust 
the allowance downward for expected factors such 
as productivity increases and the level of fixed 
expenses (those that do not vary with changes in 
line volume). Staff allowed for a large increase 
even though expenses in general, depending on type 
and circumstances, may be level or even declining. 

Staff considers the nature of the expense increase 
to be temporary. The additional expenses are 
primarily overtime and contract labor, not 
permanent employees. USWC is trying to modify 
systems and relocate personnel at the same time. 
It is usual for costs to be higher during this 
type of implementation period and then return to 
normal levels. According to Staff, the problems 
USWC is experiencing can be corrected, and it 
appears that USWC is taking measures to correct 
them. The higher costs are related to decisions 
and reengineering implementation activities 
directed at the corporate level rather than being 
related to an increase in the number of USWC 
permanent Oregon employees or the performance of 
Oregon employees. 
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As with Issue 9a, Staff performed a reasonableness 
check to determine whether its adjustment for 
extraordinary expenses left USWC with an 
appropriate ongoing expense level. Staff 
determined that its adjustment allows a reasonable 
upward increase in the adjusted categories. 

Staff also asked USWC to explain the sharply 
increasing expenses. USWC argues that its 
increasing expense trend is due to USWC's response 
to service quality problems, Staff does not credit 
this argument. Staff attributed the trend to 
reengineering implementation, which it considers 
the underlying cause, as opposed to a decline in 
service quality and USWC's response to it, the 
symptoms. Staff points out that the increase in 
service complaints the Commission received from 
USWC customers coincided with the implementation 
of reengineering during the latter half of 1994. 
Service quality did not improve over the course of 
the historical period. 

USWC gave Staff two explanations for the expense 
increase that, according to Staff, merited further 
consideration. First, USWC indicated that 
"customer services other expenses" was increasing 
due to an increase in postage costs, Staff lowered 
its adjustment to account for the recurring nature 
of the postage cost increase. Second, USWC made an 
accounting change in the second half of 1994 to 
classify certain locating costs associated with 
construction activities as expense rather than as 
capital. Staff did not attempt to normalize for 
this accounting change because of some 
uncertainties. That is, unless prior capitalized 
charges were reclassified from capital to expense, 
ratepayers are incurring capital costs for prior 
locating as well as expenses for current locating. 
Also, due to the effects of reengineering and the 
lack of financial data, Staff had trouble 
determining a proper ongoing level of expense 
associated with this change. 

Staff argues that USWC incurred extraordinary 
expenses during January through September 1995 to 
address pole safety issues. In March 1994 the 
Commission approved an agreement between USWC and 
Staff to eliminate pole safety violations 
(UM 640). During 1995, USWC continued to correct 
these safety violations. USWC conducted a public 
safety inspection of all USWC poles in the state 
and accelerated the detailed inspection and pole 
strength testing to 20 percent per year rather 
than the normal 10 percent per year. Staff 
recommends excluding the extraordinary pole 
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maintenance costs associated with uswc•s 
corre·ction of pole safety violations. 

To calculate the adjustment associated with pole 
safety issues, Staff excluded expenses associated 
with the one time public safety inspection of all 
USWC poles in the state and reduced detailed 
inspection and pole strength testing expenses from 
the accelerated rate of 20 percent per year to the 
normal rate of 10 percent per year. Staff also 
amended its adjustment to reflect the partial 
settlement of the pole safety violation issue. 
See Staff Exhibit 84. 

USWC asserts that Staff has presented no evidence 
to support its proposed adjustment, while USWC has 
produced substantial evidence to disprove Staff's 
claims. Expense levels for 1996 demonstrate that 
ongoing levels of maintenance expense are 
substantially higher than test year levels. The 
increase is due in part to the increased number of 
network technicians since the end of the test 
year, a 26% increase from 898 technicians employed 
in Oregon in September 1995 to 1,134 in 
August 1996. USWC notes that it has added these 
technicians in response to Commission concerns 
about adequate service in Oregon. USWC also uses 
its new network technical data as an argument 
against Staff's service quality adjustment 
(Issue 9c) . 

USWC also charges that Staff failed to present 
evidence demonstrating that reengineering had the 
dollar effect on expenses that Staff claims. USWC 
points out that Staff's proposed adjustment is 
tantamount to removing 180 network technicians 
from the payroll. USWC also argues that Staff's 
adjustment distorts the test year. 

Staff responds that USWC has not shown that its 
recent employment of over 20.0 network technicians 
justifies increasing the overall cost level in the 
rate case. Staff argues that the Commission should 
not rely on headcount data; it is unreliable and 
subject to misuse (see discussion at Issue 9a 
above). Staff also notes that these data were 
introduced for the first time in USWC's reply 
testimony. The data are unverified, and Staff 
asserts that verification would be difficult and 
time consuming. Moreover, the relevant inquiry is 
how the new hires impact overall expense levels. 
Staff notes that in its brief, USWC claims that 
all these technicians are employed in Oregon, but 
USWC witness Carl Inouye does not make that claim 
in his testimony. Thus, Staff argues, the record 
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does not establish that all or any of these 
technicians are working in Oregon. The duties of 
these network technicians are also unclear. If 
they are involved in construction, their cost is a 
capital item, not an operating expense. Nor is 
there evidence in the record as to how long these 
employees will stay in Oregon. Staff notes that 
USWC has deployed out of state employees in the 
past. 

Disposition. For the reasons given above, at 
Issue 9a, we reject USWC's headcount arguments. We 
conclude that uswc•s network technician figures 
are unverified and therefore do not accept them to 
refute Staff's argument. 

We find.that Staff's adjustment properly removed 
extraordinary nonrecurring expenses associated 
with problems in implementing the reengineering 
program. We find that the adjustment was 
reasonably calculated and leaves USWC an 
appropriate level of ongoing expenses. We also 
find Staff's adjustment with respect to pole 
safety violation corrections reasonable. We 
conclude that Staff's adjustment should be 
adopted. 

Issue 9c: Reduced Service Quality 

As we stated in Order No. 96-107, at 1: 
During the past four years, US WEST has 
experienced a severe increase in service 
quality problems, relating to both 

.customer service and technical service. 

The deterioration in USWC's service quality began 
during the time when USWC was operating under an 
AFOR approved by the Commission in Order No. 91-1598. 
The AFOR was an incentive based plan designed to give 
USWC pricing flexibility and an opportunity to earn 
higher rates of return within a broad range. The 
Commission approved the AFOR plan "contingent upon 
USWC's compliance with the quality of service 
standards as of April 1, 1991." Order No. 91-1598 
at 22. Staff certified that USWC satisfied that 
requirement. Ibid. 

USWC represented, and we expected, 

that [this] incentive-based regulatory 
approach adopted in this order should 
motivate USWC to improve efficiency, 
modernize its infrastructure, and provide 
services which meet the challenges of the 
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changing telecommunications environment. 
These benefits will be achieved without 
sacrificing ... the quality of service 
that Oregonians have come to rely on. 
Indeed, the new regulatory framework will 
benefit customers by providing rate 
stability for essential services, the 
potential for revenue sharing, improved 
service quality, and continued access to 
state-of-the-art telecommunications 
services. 

Order No. 91-1598 at 1, 30. 

Our expectations have not been met. Between 
April 1991 and October 1995, trouble report rates 
increased in 66 of USWC's 77 Oregon wire centers. 
In some instances, these trouble reports more than 
doubled. Further, trouble report rates in 49 of 
uswc•s Oregon wire centers increased from October 
1995 levels in 1996 (average of March, April, and 
May 1996). USWC held orders for primary lines in 
Oregon have risen from an average of 66 per month 
in 1991 to 172 in 1995 and to 261 in July 1996. 
uswc•s primary held orders delayed more than 
30 days have risen from an average of 23 per month 
in 1994 to 35 per month in 1995 to 107 in 
July 1996. USWC has also experienced problems with 
other measures of service quality the Commission 
uses. These are detailed in the Staff report 
attached as Appendix A to Order No. 96-107 
terminating uswc•s AFOR. Finally, the number of 
complaints received by the PUC Consumer Services 
Division regarding USWC's service has increased by 
a factor of ten, from an average of 23 per month 
in 1991 to 228 per month during the first six 
months of 1996. 

USWC Oregon Vice President Chuck Lenard indicated 
to the Commission at the March 27, 1996, special 
public meeting that USWC is unlikely to be able to 
restore its service quality to the pre-AFOR levels 
soon. Service quality improvement will take 
considerable time. Mr. Lenard also indicated that 
uswc•s service quality problems were due in large 
part to the condition of USWC's network 
infrastructure. Moreover, Mr. Lenard told the 
Commission that USWC has capacity problems in 
Oregon because the company underestimated the 
demand for USWC services. 

Staff believes that it is unlikely that USWC will 
be able to remedy its service quality problems 
during the time when rates from this docket will 
be in effect. Staff therefore recommends that we 
adopt the low end of Staff witness John Thornton's 
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return on equity range to reflect the reduced 
level of USWC's telecommunications service 
quality. Staff notes that if USWC restores its 
service quality to April 1991 levels, it would be 
appropriate to use the midpoint of Staff's return 
on equity range to determine USWC's revenue 
requirement. 41 Staff argues that this condition is 
reasonable, because the highly reliable digital 
technology in USWC's network today makes it easier 
for USWC to provide the level of service it 
provided in April 1991. 

Staff recommends that the Commission take the 
following actions with respect to Issue 9c: 
1. Use the low end of Staff's reasonable 
return on equity range in determining 
USWC's revenue requirement. 

2. Order.uswc to restore service to 
April 1991 levels. 

3. Order USWC to continue providing 
monthly service reports specified in the 
AFOR agreement until its service has 
been restored to April 1991 levels. 

4. Adopt USWC's April 1991 service 
levels as the reference points for the 
levels of service that would justify 
using the midpoint of Staff's return on 
equity range in determining USWC's 
revenue requirement. 

USWC opposes Staff's proposed adjustment. USWC 
maintains that it has been investing at record 
levels and has added service technicians to meet 
the new service requirements. USWC also claims 

.that it has. improved service levels in Oregon. To 
illustrate this claim, USWC points out that 80% of 
calls into customer centers have consistently been 
answered within 20 seconds since October 1995. 
USWC also notes that access to repair centers has 
improved, the percentage of missed commitments has 
declined, and repair cycle times are down. 

41 We recently adopted new service quality standards for Oregon's local 
exchange companies (Order No. 96-332, amending OAR 860-023-0055). In 
light of these new standards, staff recommends that the Commission use 
the middle of its return on equity range in determining USWC's revenue 
requirement in the future, if the utility's service meets or exceeds 
the standards in the amended rule. 
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USWC argues that Staff's reliance on the 
April 1991 service quality standards is misplaced. 
Those standards, USWC argues, were relevant only 
as benchmarks in Order No. 91-1598 establishing 
the AFOR. Therefore, USWC contends, the limited 
purpose for which the April 1991 performance 
levels are relevant is no longer applicable. USWC 
maintains that it has already been penalized for 
falling below the April 1991 service quality 
levels by termination of the AFOR, which cost it 
its pricing flexibility and the ability to earn at 
higher levels. USWC argues that if the Commission 
adopts Staff's recommendation, it will be 
penalized again and will continue to be penalized 
as long as rates from this docket are in effect. 

USWC also believes that Staff has unfairly singled 
out USWC for the requirement that service be kept 
at April 1991 levels. uswc contends that this 
selective creation and application of the law only 
to USWC is akin to a bill of attainder, US Const. 
Art. I, §10, and violates USWC's right to equal 
protection of the law. • 

Moreover, USWC contends that the April 1991 
performance levels were the highest ever achieved 
by the company,· and are therefore not a reasonable 
basis for evaluating current and future service 
quality. USWC argues that there is no evidence 
that the April 1991 levels produce an appropriate 
level of service. Staff also proposes service 
levels that must be achieved in nine categories 
before USWC will be allowed to earn at the 
midpoint of the return on equity range. Currently, 
USWC notes that there is no standard as to five of 
the nine categories. The levels are defined only 
as those achieved in April 1991. Four of the nine 
measurements were not reported to the Commission 
in April 1991, however, so there was no basis to 
conclude that USWC met them then. As to those 
measurements that were recorded, USWC did not 
achieve them in April 1991. In almost all 
instances, the levels of service described by 
Staff are higher than USWC was actually achieving 
in 1991. 

USWC argues that Staff proposes to adopt in this 
proceeding the standards by which to measure the 
company's performance and to apply those standards 
retroactively so as to penalize the company for 
failing to achieve them. USWC considers this an 
obvious example of an ex post facto action, which 
is pro.hibited by Article I, § 10 of the 
U.S. Constitution. USWC also argues that there is 
no competent evidence on which to assess a rate of 
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return penalty. USWC argues that there is no 
suggestion in the record that USWC failed to meet 
the service standards set forth in the 
Commission's rule. USWC also asserts that the 
Commission may not impose a penalty for service 
quality without a known service quality standard. 
State ex rel. Utilities Comm'n v. Carolina Water 
Serv., Inc., 439 S.E.2d 127 (N.C. 1994). 

USWC also maintains that the Commission has no 
statutory authorization to penalize a utility by 
denying it a rate of return which Staff would 
otherwise find appropriate. Staff has recommended 
an 11.6% rate of return but for service quality 
considerations. USWC cites several cases that hold 
that quality of service cannot lawfully be used as 
a factor to reduce a utility's rate of return. 42 

USWC contends that specific measures are already 
in place to address any service quality problems. 
Order No. 96-107, which terminated the AFOR, 
prescribed the specific measures that USWC must 
undertake to improve service quality. These 
measures include implementation of USWC's cellular 
telephone loaner program and an out of service 
credit. Those provisions, USWC believes, address 
the specific service quality issues and provide 
focused relief to affected customers. USWC has 
offered to make the existing program permanent 
until the next rate case. USWC argues that 
penalties should directly benefit those who have 
been inconvenienced, as uswc•s current plan does. 
USWC also argues that Staff's proposed penalty 
would deprive the company of the financial 
resources it needs to achieve further service 
quality improvements. 

Finally, USWC argues that Staff has shown no 
relationship between the amount of the recommended 
penalty and the nature of service quality 
concerns. USWC cites South Central Bell Telephone 
Company v. Utility Regulatory Commission, 
637 S.W.2d 649, 653 (Ky. 1982) for the proposition 
that it is arbitrary and subjective to impose a 
penalty grossly disproportionate to documented 
service deficiencies. Here, USWC contends that 
Staff has identified technical noncompliance only 
in three small exchanges. USWC also contends that 

42 South Central Bell Telephone Co. v. Utility Regulatory Commission, 
637 s.w, 2d 649, 654 (Ky. l982); Florida Telephone Corp. v. carter, 
Fla., 70 So.2d 508, 510 (Fla. 1954); Xn re General Telephone Co., 
652 P2d 1200 (N.M, l982), 
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customer calling volumes do not correlate with 
service quality. USWC argues that the proposed 
adjustment is based on complaints by only 1% of 
its customers. USWC recommends that we reject 
Staff's proposed service quality penalties. 

Disposition, ORS 759.035 provides: 

Every telecommunications utility is 
required to furnish adequate and safe 
service, equipment and facilities, and the 
charges made by any public utility for any 
service rendered or to be rendered in 
connection therewith shall be reasonable 
and just, and every unjust or unreasonable 
charge for such service is prohibited. 

ORS 756.040 empowers the Commission in part 
as follows: 

(1) (T]he commission shall represent 
the customers of any public utility or 
telecommunications utility and the public 
generally in all controversies respecting 
the rates, valuations, service and all. 
matters of which the commission has 
jurisdiction. In respect thereof the 
commission shall make use of the 
jurisdiction and powers of the office to 
protect such customers, and the public 
generally, from unjust and unreasonable 
exactions and practices and to obtain for 
them adequate service at fair and 
reasonable rates. 

(2) The commission is vested with power 
and jurisdiction to supervise and regulate 
every public utility and 
telecommunications utility in this state, 
and to do all things necessary and 
convenient in the exercise of such power 
and jurisdiction. 

As these provisions make clear, we have authority 
to set service levels and establish reasonable 
rates for that service. We also have authority to 
set rates to reflect the level of service a 
utility provides. As the Oregon Court of Appeals 
held in Garrison v. Pacific Northwest Bell, 45 Or 
App 523·, 531 (1980), "[r] ates, service levels, and 
the remedy for. . service failures are 
inseparable." See also West Coast Tel. Co., 27 PUR 
3d 489, 497 (OPUC 1958) (OPUC held that a 
telephone company's inadequate service justified a 
rate of return "in the lower range of the zone of 
reasonableness" ) . 
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USWC claims that its service substantially meets 
the standards in OAR 860-023-0055 (1995). 
Therefore, USWC argues, no rate of return 
adjustment should be made based on service 
considerations. We disagree. Our service quality 
rule was based largely on technical standards. 
Customer service problems are at the heart of 
USWC's current service quality problems. We 
amended the rule by Order No. 96-332, because some 
of the technical standards in it were outdated and 
because it did not contain important customer 
service standards. 

Our service quality rule is not our only redress 
for poor utility service, however. As the 
statutory provisions. above and the Garrison case 
make clear, the a:easonableness of rates depends in 
part on the quality of service that the utility 
provides. We find that USWC's revenue requirement 
should reflect the lower level of service the 
utility is currently providing. 

USWC argues that it is inappropriate to hold the 
company to the April 1991 standard for service. 
USWC argues that the only relevance of the service 
quality as of that date is to measure service 
quality in terms of the AFOR. Again, we disagree. 
We approved the AFOR plan because we expected it 
to result in long range benefits to ratepayers: / 
improved efficiency, modernized infrastructure, 
and the provision of services that meet the. 
challenges of the changing telecommunications 
environment. We expected those benefits to accrue 
without sacrificing service quality. Order 
No. 91-1598 at 1, 30. As a condition for granting 
the AFOR,· we asked USWC to maintain the quality of 
service it was providing in April 1991. 

Instead, Oregon ratepayers are now worse off than 
they were in 1991, and perceive themselves to be 
worse off than they were in 1994. That is an 
unreasonable outcome. Technology has improved in 
the meantime. We consider it a reasonable 
condition to ask USWC to bring service quality to 
the level of April 1991 in order to use the 
midpoint of Staff's return on equity range in 
determining USWC's revenue requirement. 

USWC claims that there have been material 
improvements in its service quality. USWC cites 
improved access to customer and repair centers, 
fewer missed commitments, and shorter repair cycle 
times. We commend USWC for these improvements, but 
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note that other indicators of service quality are 
dismaying. We quote from Order No. 96-339 at 1-2: 

Order No. 96-107 terminated USWC's 
alternative form of regulation (AFOR) 
plan, and the order also adopted a 
stipulation that addresses USWC's service 
quality problems regarding held orders for 
primary and additional access lines, and 
delays in restoring access line service to 
customers. 

There has been no substantial improvement 
in USWC's service quality in these regards 
since the date Order No. 96-107 was 
entered (April 24, 1996), based upon 
customer complaint information received by 
the Commission. Complaints from USWC 
customers continue to come to the 
Commission's Consumer Services Division at 
an alarming rate. Commission records show 
that USWC customers are as dissatisfied 
with the company's service now as they 
were in April 1996, that the customers are 
less happy with USWC service now than they 
were during calendar year 1994, and that 
USWC service is perceived to be , 
significantly worse than that provided by 
other utilities regulated by the 
Commission. 

USWC has entirely too many held orders. In 
April 1996, the company had 283 primary 
held orders. In October, the primary held 
order figure rose to 366. 

For the second and third quarters of 1996, 
USWC was clearing approximately 80 percent 
of its out of service reports within 
48 hours. In recent weeks, the figure has 
been 50 to 70 percent. Historically, the 
percentage of reports cleared has dropped 
when Oregon's rainy season begins because 
of wet cables cracking, which may explain 
the most recent drop. Commission Staff 
believes that the service restoral 
standard should be that at least 
95 percent of all reports are to be 
cleared within 48 hours. Because of the 
cable problem described above, USWC is 
unlikely to be close to compliance with 
that standard for at least several months. 
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USWC mentions that it is unnecessary for the 
Commission to "penalize" it by choosing a return 
on equity at the low end of the range, because the 
Commission has service quality remedies in place. 
See Order No. 96-339. We respond that the measures 
in that order are remedial. USWC has had ample 
notice that we expect its service quality to 
improve, not merely that we require it to provide 
redress for the symptoms associated with its poor 
service. 

USWC cites several cases holding that a commission 
may not impose a penalty for poor service in a 
rate case. See Footnote 45 above. In South Central 
Bell, the Kentucky Commission was enjoined from 
reducing the utility's rate of return because of 
alleged poor service. The Kentucky Supreme Court 
found that a reduction in what was originally 
determined to.be an adequate rate constituted a 
penalty beyond the scope of the Commission's 
authority. This holding is similar to the holding 
in the Florida case and the General Telephone 
case. 

The present case is distinguishable on three 
grounds. First, the cases cited are state court 
cases. In our state, the Oregon Court of Appeals 
has reached a different conclusion about the 
relationship between rates and service, as the 
language from Garrison quoted at the beginning of 
this section shows." Second, in the present case 
Staff has recommended a point within a reasonable 
range of return on equity. Any rate within the 
range is adequate to allow USWC to earn a 
reasonable return on equity. Therefore, USWC's 
arguments that the low end of the range will not 
permit it sufficient funds to improve its network 
are groundless. 

Third, the choice of the low end of the reasonable 
range is not a penalty. It is not punishment for 
failure to meet service expectations in the past. 
As USWC noted, early termination of the AFOR was 
the consequence of USWC's failure to meet the 
April 1991 service quality standards. That issue 
is resolved. Ratemaking, however·, is prospective 
in nature. See, e.g., Order No. 87-407 at 11-12. 
Staff's proposed adjustment is also prospective. 

43 USWC argues that this case is not on point because the court found 
that the utility had not violated the \1 adequate service" statute. The 
point is, however, that the court, in making its determination, 
articulated the principle that rates and service are interrelated. 
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Staff determined that "USWC is unlikely to restore 
its service quality to pre-AFOR levels during the 
period in which rates resulting from this 
proceeding will be in effect." Staff/7, Birko/1, 
3, 6-7, ; Staff/8, Birko/4-5; Staff/42 and 43; 
Mr. Lenard's comments at the March 27, 1996, PUC 
special public meeting (officially noticed 
Tr 15-16.) Our reduction in the return on equity 
is based on our understanding that USWC's service 
during the period when rates will be in effect 
will be less satisfactory than it was six years 
ago. 

USWC argues that we cannot choose the low point in 
the range of reasonable return on equity because 
there is no known standard below which USWC's 
service quality has fallen. Carolina Water Serv., 
Inc., supra. Throughout the term of the AFOR, we 
held up USWC's own April 1991 service quality 
achievement as the standard which it must meet. In 
Order No. 96-10'7 terminating the AFOR, we again 
stressed to USWC the importance of improving its 
quality of service. That order specifically 
directed the company to continue to file the 
monthly technical service quality reports that it 
had filed under the AFOR. That order originally 
foresaw continuing the reports until OAR 860-023-
0055 was amended, but the Commission subsequently 
extended the period of time during which USWC must 
file the reports required indefinitely (see Order 
No. 96-338 at 4, Ordering Paragraph 4). 

We believe this is a reasonable and known standard 
to continue to apply. It is reasonable because 
USWC had already met that standard before the AFOR 
was implemented." It is known because we have 
repeatedly held it up as the standard of ·service 
USWC must meet, both during and since the AFOR. 
USWC's ex post facto argument therefore fails. 

As to USWC's equal protection argument, the 
company has not shown that other, similarly 
situated companies have received different 
treatment. USWC argues that it is subject to a 
standard that is not applied to other 
telecommunications utilities, the April 1991 
standards. The history that led to approval of 

"USWC argues that it did not actually meet the April 1991 service 
quality standards. Staff certified that it did meet those standards. 
See Order No. 91-1598. USWC's assertion that the certification was 
false is a collateral attack on that order and is inappropriate in this 
forum. 
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USWC's AFOR, development of the service quality 
standards under the AFOR, termination of the AFOR, 
and continued imposition of the AFOR service 
quality standards is unique. As we state below, in 
future rate cases, USWC will be held to the same 
set of standards that govern service for all 
telecommunications utilities, those set forth in 
OAR 860-023-0055. For purposes of this rate case, 
we look to the April 1991 standards to assess 
USWC's performance because of the AFOR and USWC's 
agreement to that set of standards under the AFOR. 

USWC contends that Staff's proposed adjustment is 
grossly disproportionate to the consequences, 
because it is based on complaints by 1% of the 
company's customers. USWC's argument misses the 
point. First, we have no way of knowing how many 
customers who receive inadequate service fail to 
complain of it. Second, and more importantly, the 
complaints indicate problems with USWC's 
telecommunications system and delivery of service 
that may adversely affect the system as a whole 
and Oregon's infrastructure. Cost cutting, 
employee reductions, and USWC's reengineering 
program have reduced USWC's ability to maintain 
1991 service levels at a time when the utility is 
experiencing rapid growth in the demand for its 
telecommunications services. USWC's ratepayers, 
present and potential, can expect to be adversely 
affected by delays in providing access lines or 
service repairs. 

We conclude that Staff's proposed adjustment in 
the return on equity to 10.2% is reasonable. The 
adjustment reflects USWC's reduced quality of 
service, which is not likely to be remedied while 
rates from this docket are in effect. Staff also 
asks us to order USWC to restore service to 
April 1991 levels and order USWC to continue 
providing monthly service reports specified in the 
AFOR agreement until its service has been restored 
to April 1991 levels. Under Order No. 96-339, USWC 
is already required to provide those service 
reports for an indefinite period. It would be 
redundant to include such a mandate in this order. 

Further, Staff requests that we adopt USWC's 
April 1991 service levels as the reference point 
for the level of service that would justify using 
the midpoint of Staff's return on equity range to 
determine USWC's revenue requirement. We decline 
to do so. The 1991 service levels are an 
appropriate measure in this rate case for uswc•s 
failure to provide adequate service. In future 
rate cases, however, we will judge uswc•s service 
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quality by amended OAR 860-023-0055 (see Order 
No. 96-332). If USWC meets the standards in the 
new rule, we will find it appropriate to choose 
the midpoint of a reasonable range for USWC's 
return on equity. 

L~sue 10, Final Test Year Sepamtio11 Factors. The discussion at 
page 101 of Order No. 97-171 is readopted, but the amounts shown in Appendix A, 
Column 53, are amended as shown in Appendix B, Column 56, Order No. 00-190. 

ISSUE 10: FINAL TEST YEAR SEPARATION FACTORS 
Significantly Undisputed Issue: 

• Adjustment 53', Staff and USWC agree 
that the intrastate separation 
factors used to initially separate 
the test year should be modified to 
include the effects of the sale of 
exchanges to PTI and the EAS 
conversions. The final factors depend 
on the resolution of all disputed 
expense adjustments. See Appendix B, 
First Stipulation, Paragraph 25. 

Issue 11, Refund Procedures. The discussion at pages 101-107 of Order 
No, 97-171 is readopted except: 1) the interest rate is revised to 8.77 percent; 2) the 
refund eligibility date is updated from May 19, 1997, to reflect the provisions of the 
Stipulation adopted as modified in Order No. 00-190 (see Appendix A to that order); 
3) we update the date when the refund will begin, in accordance with the Stipulation, 
supra; 4) we allow refunds to fo1mer customers; and 5) we allow temporary rate 
reductions and bill credits as provided in the Stipulation, supra. 

Amount of Refund: The discussion on pages 101-107 of Order No. 97-171 is 
readopted, but we revise the conclusions to allow refunds to be based on an amount lower 
than the adjusted test year revenue requirement. See Appendix A to Order No. 00-190. 

ISSUE 11: REFUND PROCEDURES - PROCESS 

Disputed Issue: 

Staff believes that USWC should make one 
time, lump sum credits on customers' bills. 
USWC should not make refunds for toll usage, 
but the company should make refunds to access 
service customers. USWC wants to phase the 
refund into rates and make no refund to 
access service customers. 

'Issue IO is now Adjustment 56 of Appendix B to Order No. 00-190. 
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Staff and USWC have not agreed on the refund 
procedures or on how to calculate the refund. 
If the Commission orders a refund based on the 
revenue requirement established in this 
docket, Staff recommends that USWC's Measure 5 
savings for May and June 1996 be used to 
reduce the amount o"f the UT 125 refund. These 
savings were included in the refund USWC made 
to customers in January 1996. 

ISSUE 11: REFUND PROCEDURES - BASIS OF REFUND 

[Deleted text not readopted.) 
Completely Settled Issue: 

Staff and USWC agree· that the refund should 
be reduced by the Measure 5 refund that 
related to May and June 1996. ($.9 million, 
Issue Se, Ballot Measure 5 Prop·erty Taxes) 

Disputed Adjustments (which Staff would 
include but USWC would exclude): 

Staff and USWC disagree about the basis of 
tha refund. Staff believes the refund should 
follow Commission Order No. 96-183. 
Therefore, it should be based on the total 
revenue requirement established in this 
docket, 45 except for the Ballot Measure 5 
refunds for May and June 1996. 

USWC argues that the refund should follow 
Order No. 91-1598 and be based on actual 
earnings. USWC agrees that some adjustments 
should be made to the test year before 
calculating the refund but three types of 
adjustments should generally be excluded: 
estimates and forecasts, imputations, and 
disallowances of recorded data. 

Estimates and Forecasts. Many adjustments in 
this proceeding are based on estimated 
revenues and expenses that Staff expects USWC 
to achieve during the period when rates are 
in effect. USWC claims that estimates and 
forecasts should be ignored in a refund 
calculation. However, the stipulated test 

45 In Order No. 96-183 at 4, the Commission concluded that ''the amount 
subject to refund by USWC is equal to the difference between the 
permanent rate level established in pending docket UT 125 and the 
current interim level, assuming that the latter amount of revenues is 
greater than the former." 
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year includes three months of estimates, 
which the company would include in 
calculating a·refund. USWC would also include 
the estimated effects of pending sales of 
exchanges on allocation factors (Issue 4f) 
and the estimated effects of docket UM 351. 
[Deleted text not readopted.) 

Imputations. According to USWC, these 
adjustments [deleted text not readopted] 
remove or add imputed amounts and, therefore, 
should be ignored in the refund calculation. 
However, the company does not exclude US WEST 
Direct directory revenues (Issue 3a) from the 
refund calculation. The company agreed to the 
imputation of Yellow Pages revenue in Order 
No. 91-1598, UT 80. 

Disallowanoes of Recorded Data. According to 
USWC, these adjustments [deleted text not 
readopted] would impose retroactive ratemaking 
if they are included in calculating the 
refund. USWC does not exclude the floor space 
adjustment (included in Issue 4a) from the 
calculation. 

Total Adjustments to Include in the Refund 
Calculation (where the amounts depend on whose 
adjustments are adopted): [Deleted text not 
readopted.] The amounts depend on whose 
adjustments are adopted in Issues 1 through 10 
and 14. 

If we order a refund in this proceeding, Staff 
recommends that we implement it as follows: 
1. The refund should be made within 60 days 
after the Commission issues an order 
directing USWC to make a refund. 

2. The refund should be made as a one time, 
lump sum credit on customers' bills. 

3. The refund should be made to customers of 
USWC as of the refund date. 

4. There should be no refund for toll 
service. 

5. Interexchange carriers (IXCs) who are 
access service customers of USWC should 
receive refunds based on the immediately 
preceding the refund date. In the aggregate, 
the portion of the total refund that should 
be distributed to IXCs should be calculated 
using the ratio of USWC's Oregon intrastate 
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access revenues to total intrastate revenues 
subject to refund, as determined in this 
proceeding. 

6. The rest of the refund should be 
distributed to local service customers, on a 
per line basis, in the following ratios: 

Residential 

Bus. Simple 

Bus. Complex 

Centrex 
Private Line 

Current 
Rate 
$12.80 

$30.87 

$34.77 

varies 
$9.80 
(basic} 

Ratio** 

LOO 

2.40 

2.70 

1.00 
0.75 

All residential service 
lines 
Business simple lines 
and business measured 
lines 
Other business, 
switched service lines, 
including complex, DID 
trunks, ISDN, PAL, 
semipublic 
All Centrex type lines 
Refund per NAC 

**Each ratio is approximately equal to the ratio of 
the current rate for the service to the rate for the 
residential group. 

USWC generally agrees with Staff's 
recommendations. However, USWC argues that no 
refunds should go to the IXCs because they have 
already received permanent rate reductions over 
the past four years. 

Staff disagrees with USWC's position on refunds to 
IXCs. Staff recommends that any refund be divided 
among groups of customers approximately in 
proportion to the total revenue USWC receives from 
each group. The IXCs' proportionate share would 
reflect the rates they paid over the 12 months 
preceding the refund. Further, despite periodic 
rate adjustments for access service, the IXCs may 
still be paying higher rates than what the 
Commission ultimately determines is reasonable. 

USWC contends that Order No. 91-1598 requires the 
consideration of "actual earnings" in determining 
refunds. The order discusses the refund procedures 
to be followed or the rates to be charged by USWC 
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in the event the AFOR is terminated prematurely. 46 

The Commission prematurely terminated USWC's AFOR 
by Order No. 96-107. That order provided that 
"U S WEST' s rates for services • [from May 1, 1996] 
shall be considered interim rates subject to 
refund with interest." Id. at 3. 

USWC filed a Petition for Clarification and 
Request for Ruling on May 31, 1996, asking the 
Commission to clarify that any refund would be 
calculated using USWC's actual earnings during the 
interim rate period. On July 16, 1996, the 
Commission issued Order No. 96-183, which 
concluded that the amount subject to refund would 
be "equal to the difference between the permanent 
rate level established in pending docket UT 125, 
and the current interim level, assuming that the 
latter amount of revenues is greater than the 
former." Id. at 4. The Commission stated that the 
refund procedure would be similar to that used in 
ORS 757.215(4) and 759.185(4). Id. On 
September 16, 1996, USWC filed a Petition for 
Reconsideration, which was denied in Order 
No. 96-86. USWC has filed a judicial appeal of 
this order and of Order No. 96-183. USWC argues 
that the Commission erred in its application of 
Order No. 91-1598 by determining that the refund 
would not be based on what USWC is actually 
earning. 

USWC also argues that because Staff has used 
forecasts in its proposed adjustments, the 
adjustments bring future revenues into the current 
time. period as if they were being earned now. USWC 
argues that the forecasted adjustments distort the 
refund amount because a refund will be based on a 
forecast, as opposed to actual earnings as 
specifically contemplated in Order No. 91-1598; 
and because some or all of the earnings are not 
forecasted to occur until after the ·period that 
rates are interim, they are not subject to refund. 

46 •rhe order provides, at 28-29: 
Subparagraph (3) specifies that the rates in effect from the date 
the plan is terminated until the date new permanent rates are set 
shall be interim rates subject to refund. A refund will take 
place only where USWC is determined to have been overearning. 
The amount of any refund will equal the difference between the 
amount USWC is actually earning and the amount subsequently found 
to be reasonable. Any refunds will accrue interest at USWC's 
authorized rate of return on rate base. 
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According to USWC, using forecasted adjustments 
means that the Commission has no way of knowing if 
earnings are ever actually achieved. The 
presumption of Staff's forecast adjustment is that 
USWC would pay ratepayers the refund now for 
future revenue growth or expense reduction, and 
over the period of rates would "earn" the refund 
back. USWC argues that this is inaccurate. Under 
Staff's approach, the refund would be paid on 
earnings projected to occur after rates are no 
longer interim and subject to refund. The 
Commission has no assurance that Staff's forecasts 
will come about. Additionally, USWC argues, 
ratepayers would receive interest on the refund of 
earnings that USWC would be presumed to achieve. 
This interest would never be earned back. USWC 
argues that this is unreasonable. 

USWC also argues that imputed amounts are amounts 
not actually earned and that they should also be 
excluded from the refund calculation. Moreover, 
USWC contends that including disallowed recorded 
data in the refund calculation constitutes 
retroactive ratemaking. 

USWC proposes that the Commission should handle 
any refund amounts that may be due to customers in 
the form of phasing in rates. If the Commission 
adopts its proposal, USWC argues that interest 
should cease to accrue as of the date of the 
Commission's order in this phase of the docket. 

Disposition. [Deleted text not readopted.] 

We reviewed each estimate and forecast that we 
adopted to ensure that it was reasonably certain 
to occur. Our reasons for adopting adjustments of 
this sort to the test year are discussed under 
Issue la(l) above. In brief, these reasonably 
certain adjustments serve to make the test year 
representative of the period during which rates 
from this docket are likely to be in effect. 
Moreover, we note that USWC has proposed 
forecasted adjustments of its own: the proposed 
depreciation expense adjustment and the adjustment 
for the future adverse effects of the orders in 
Commission docket UM 351. 

In Issue ·7e, Staff Adjustment 36, Staff removed 
part of an accrual that will end soon after rates 
in this proceeding go into effect. Staff considers 
this a normalizing adjustment, but USWC argues 
that it is an imputation. We consider this a 
normalizing adjustment designed to make the test 
year representative of the period when rates from 
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this docket will likely be in effect. USWC also 
argues against the imputation involving Part 64 
Still Regulated services (Issue 4g(2)). We 
consider it fair to order a refund of imputed 
revenues in this case for the same reason we 
consider the imputation fair. The imputation makes 
these services revenue requirement neutral and 
prevents subsidies flowing from regulated services 
to those that are subject to competition and 
underearning. 

USWC contends that including disallowances of 
actual expenses in the refund amount constitutes 
retroactive ratemaking. USWC's argument is not 
well taken. As the Oregon Court of Appeals 
recently stated: 

Retroactive ratemaking occurs when past 
profits or losses are incorporated in 
setting future rates. Pacific Northwest 
Bell Telephone Co. v. Katz, 
116 Or App 302, 311 (1992). 

In other words, retroactive ratemaking is a way of 
truing up faulty projections as to earnings or 
expenses. That is not the case here. We are 
dealing here with interim rates subject to refund. 
We have determined that USWC's revenues should be 
reduced by approximately $(text deleted not 
adopted], on average, throughout the period when 
rates from this docket will be in effect. Until 
the rate design order in the case is entered, the 
refund mechanism will address the necessary 
revenue requirement reduction. Once the rate 
design order takes effect, rates will reflect that 
reduction. In both cases, we are making 
prospective reductions. We are not going back in 
time to capture past overearnings. USWC objects to 
including disallowances in the refund. Those 
amounts were included in the revenue requirement 
reduction. Once that determination was made, 
logically they should be included in the refund as 
well. 

For the refund procedure, we adopt Staff's lump 
sum refund proposal. We believ~ that more of the 
ratepayers who contributed to USWC's overearning 
will receive a refund in that manner than if we 
phase the refund through rates. Interest on the 
refund will accrue until the refund is paid. 

[Deleted text not readopted.] 

We find it reasonable that IXCs receive a refund 
as well, for the reasons Staff gives. We also 
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adopt Staff's recommendation that any refund be 
divided among groups of customers approximately in 
proportion to the total revenue USWC receives from 
each group. 

[Deleted text not readopted.] 

We adopt Staff's proposed distribution of the 
refund on a per line basis, set out above. If the 
refund amount should exceed a customer's bill in a 
given month, then the refund credit shall be 
carried forward into the next month. 

lss11e 14, Effect of UM 351 011 Access Reve1111es. The discussion on 
page 114of0rderNo. 97-171 is readopted. 

ISSUE 14: EFFECT OF UM 351 ON ACCESS REVENUES 

Disputed Issue: 

• USWC argues that the effect of Order 
No. 96-188 (dated July 19, 1996, in 
docket UM 351) is a revenue 
requirement issue. Staff believes 
this is a rate design issue. 

On November 1, 1996, the Commission issued Order 
No. 96-283 (UM 351), which revised certain aspects 
of an earlier order in that docket, Order 
No. 96-188. Under the revised rates in Order 
No. 96-283, Staff estimates that the UM 351 
revenue impact on USWC is currently $1.9 million. 
USWC agrees with this figure. 

The revision to Order No. 96-188 dropped the 
estimated revenue impact from $8.5 million to the 
current figure. The current revenue impact 
estimate may change further, due to new cost 
studies filed in compliance with Order No. 96-284 
(UM 773, the cost study docket). Staff recommends 
that this revenue impact and any rate arbitrage 
issue be addressed in the rate design phase of 
UT 125. 

Disposition. we conclude that Issue 14 is an issue 
appropriate to the rate design phase of this case. 
We have adjusted the rate design phase of this 
proceeding to coordinate with new costs arising 
from UM 773. During rate design, Staff and USWC 
can address the UM 773 costs and align the rates 
so that any arbitrage issue is eliminated. At this 
point, the ultimate revenue impact is unknown, so 
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it would be premature to deal with the revenue 
impact issue here. 

Ordering Paragraph 4ft distribution of tlte ref1111d. This paragraph, at 
page 115 of Order No. 97-171, is readopted. 

4. The revenue reduction [deleted text not 
readopted) shall be refunded as follows: 

* * * * * 
f. The remainder of the refund shall be 
distributed to local service customers, on a 
per line basis, in the following ratios: 

Group Ratio** 

Residential 

Bus. Simple 

current 
Rate 
$12.80 1.00 All residential service 

lines 
$30.87 2.40 Business simple lines 

and business measured 
lines 

Bus. Complex $34.77 2.70 

Centrex 
Private Line 

varies 
$9.80 
(basic) 

1.00 
0.75 

i?@:::~ 
Ron Eachus 

Chairman 
;t;:'fi~:rtt<,""'-'•"11' T';l''~,,., .&"''\ ) ~- .... f,'-

•✓/~ I 1• _ ti,;~\,() .. 
'"il""•tV ..... ~. ..-c~:..n-,,·l~:'!.,~~ t.r,~- , '4' , •• i;)-;',.~',· ., 

'err,:' .. ,,, ·-< ,~I•·~•q ~ /··v '"'J•.• 11, .... -~ t\"f ,.,!.,,. 
,""1~·-rt,-11 -1,1!- ;;:-., -··,1 
1·!-•'f; !;'i-~~1!_.f:.~~i-·Y-·.:-,•\i\:;i'h¾l::, ~if;; 

~::ig~~~}1i1!r{jir1i!it' \ i' .. ,A,;v,.,, -:,·'•'.. •_./,;/'! ~~tz1tr!~z8~f E;,~;,v 

Other business, 
switched service lines, 
including complex, DID 
trunks, ISDN, PAL, 
semipublic 
All Centrex type lines 
Refund per NAC 

Commissioner 

A party may request rehearing or reconsideration of this order pursuant to ORS 756.561. A request 
for rehearing or reconsideration must be filed with the Commission within 60 days of the date of 
service of this order. The request must comply with the requirements in OAR 860-014-0095. A 
copy of any such request must also be served on each party to the proceeding as provided by OAR 
860-013-0070(2). A party may appeal this order to a court pursuant to applicable law, 
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RESULTS OF OPERATIONS 

INDEX 

Summary of Intrastate Test Year 
Intrastate Adjustments 
Total Oregon Adjustments 
Final Separations Factors 
Net to Gross Factors 

Page2 
Page3 

. Page 11 
Page 20 
Page21 
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Line 

No. 

1 Local Service & EAS 
2 Toil & Access 
3 Directory & Other 
4 TOTAL OPERATING REVENUES 

5 Plant Specffic 
6 Depreciation & Amortization 
7 Other Operating Expenses 
8 Operating Taxes 
9 TOTAL OPERATING EXPENSES & TAXES 

10 NET OPERATING INCOME 

11 Telecommunications Plant in Service 
12 Accumulated Depreciation 
13 Other Rate Base 
14 NET AVERAGE RATE BASE 

1s RETURN ON RATE BASE 
16 RETURN ON EQUITY 

Docket UT 125 
U S WEST Communications, Inc. 

SUMMARY OF INTRASTATE TEST YEAR 
($000's) 

Annuarized Adjusted 
1995 Test Year Adjustments Test Year 

"(a} lbJ C 

348,109.0 42,621.4 390,730.4 
154,466.0 (2,054.0) 152,412.0 

17,735.0 
520,310.0 

84,151.0 
93,169.0 

224,249.0 
52,015.0 

453,584.0 

66,726.0 

1,477,856.0 
(576, 115.0) 
(183,598.0) 
718,143.0 

9.29% 
11.15% 

Adjusted 
Intrastate 

Revenue Results of 
Reguirements 

ldJ 
Operations 

{e) 

0 
§ 
tr) 
;,;;i 
z 
0 

0 
0 

...... 
co 
-,. 

8.77% il 
10.20% j 



Docket UT 125 
U S \"JEST Communications. Inc. 

INTRASTATE OREGON I ISSUES1a~b Issue 1c(1a) Issue 1c(2a) Issue 1c(3) Issue 1c(4) Issue 1c{1b) Issue 1c(2b) Issue 1d 
Adjustments to Annualized Test Year Company's A."!nuaflzed Annualized Annualized Annualized Company's Adjust 

_(~OOO's) Annualized Side Record Side Record Side Record Side Record Annualized Adjust Western 
Test Year for Interest forWestem for Interstate for Pl'Operty Test Year Interest Electric Remove 

Before During Bectric Affil. Depreciation Held for ExhiM During Affiliated Annualized 
line Side Records Construction Interest Represcription Future Use USW/.l, Construction Interest Caller ID 
No. Descrip1ion {Pre~1) (Pre-2) (Pre-3) (Pre-4) lnouye/3 (Pre-6) 

(1) (2) (3) (4) /5) /6) (7) /8) /9) 

1 Local Seivice & EAS 348,109.000 348. 109.000 
2 Net,vork Access 62,537.000 62,537.000 

' Long Distance 91,929.000 91,929.000 
4 Directory 3,819.000 3,819.000 
s B~fing & Collection 2.476.000 2,476~000 

• MisceBaneous 15,559.000 15,559.000 
7 Unco!lectibles (4,119.000) (4,119.000) 

' TOTAL OPERATING REVENUES 520,310.000 520,310.000 

9 Plant Specific 84,151.000 84,151.000 
10 Depreciation & Amortization 109,278.599 1,068,109 (316.272) (16,861.436) 93,169.000 316.272 
11 Plant Nonspecific 43,695.000 43,695.000 
,:a Access {interstate) 0,000 0.000 
,a Access (intrastate) 27,201.000 27,201.000 0 
14 Customer OperatioOS {ex. S&C) 80,564.000 80,564.000 593.412 § 
1s BTiling & CoDection 5,255.000 5,255.000 

fg 15 Corporate Operations 67,783.000 67,783.000 
17 Other Gains & Losses (249.000) (249.000) z 1s TOTAL OPERATING EXPENSES 417,678.599 1,068.109 (316,272) (16,861.436) 401,569,000 316272 593.412 9 
19 Net State & Locaf income Taxes 4,207.333 1,078.667 5.286,000 (12.817) (39.165) 
20 Net Federal lncome Tax 15,232.387 5,630.613 20,863.000 (47.488) {194.249) 0 21 otherTaxes 25,866.000 25,866.000 
22 TOTAL OPERATING TAXES 45,305.720 6,709.280 52,015.000 (60.305) (233.414) 0 
23 NET OPERA TING INCOME 57,325.681 {1,068.109) 316.272 10,152.156 66,726.000 60.305 (316.272) {359.998) 

24 Telecommunications Plant m Service 1,468,449.343 13,919.881 (4,513.224) 1,4n,ass.ooo 80262 _,, 
2s PlantAdjustment 1,sn.000 1,877.000 © ,. Materials & Supplies 14,292000 14,292000 
27 Accumulated Depreciation (589,740.956) (4,365.415) 3,682.995 14,272.000 36.376 (576,115.000) (46,520) 830.229 

_,, 
2s Accumulated .Amortization (8,794.000) (8,794.000) . j 
2s Accumulated Deferred Taxes (185,297.000) (5,676.000) {190,973.000} (626.772) 

1 so NET AVERAGE RATE BASE 700,786.387 9.554.466 (830.22S) 8.596.000 36.376 718,143.000 (593.030) 830.229 

31 RETURN ON RATE BASE 8.18% -0.2.7% 0.05% 1.29%, 9.29% 0.02% -0.05% -0.05% 
32 RETURN ON EQUITY 9.14% -0.49% 0.09% 2.32% -0.00% 11.15% 0.04% -0.09% -0.09% 

> 
~ :g33 REVENUE REQUIREMENT (local) 16,106.777 3,345.988 (668,445) (15,773.391) 5,866 3,016.794 (197.554) 668.445 608.479 
"' til " z we, 
0 -,-,,;x: 
;:: > 
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ex, 



Docket UT 125 
U S WEST Communications, Inc. 

INTRASTATE OREGON Issue 1e Issue 1f Issue 1g Issues 1h-n Issue 1m Issue2d Jssue3a Issue 3b 
Adjustments to Annualized Test Year Remove Annuafi:zed 

(S000's) Annualized Remove Different Separations Test Year as Interest US WEST U SWEST 
UP 96 Sale of Annualized Operating Tax & Other Stipulated Coordination Direct Direct 

Exchanges 1996 wage Annualization Annualization Switching (Fixed Directory Directory 

Line to PTI lncraases Methods Methods Columns6 Assets Charges) Imputation Growth 

No. Description (Pre-11) (Pra-16) through 13 (Post-2) (Post-13) 

(10) (11) (12) (13) (14) (143) (15) (16) (16a) 

, Locat Service & EAS 4,on.347 876.250 353,062.597 

2 Network Access 2.669.665 (6.218) 65,200.447 

' Long Distance 1,066.221 92,995.221 

4 Directory 33.265 69.584 3,921.869 

5 Billing & Collection 2,476.000 

• Miscellaneous 76.281 (760.957) 14,874.324 

1 Uncollectibles (55.299) 280.790 (3,893.509) 

a TOTAL OPERATING REVENUES 6.801.279 1,525.670 528,636.949 

9 Plant Specific 104.244 (1,720.341) 197.528 82,732.431 

" Depreciation & AmoJ;tization 3,545.348 (59.227) 96,971.393 ,, Plant Nonspecific (886.531) 317.612 43,126.081 

12 Access [Interstate} 0.000 
1s Access (intrastate) (3.790.000) (0.417) 23,410.583 0 
14 Customer Operations (ex. B&C) (i,362.792) (368.283) 79,426.367 § 
15 Billing & Collection (432.000) (16.918) 4,806.082 tI:1 
1s Corporate Operations {191.132) 123.485 67,715.353 70 
17 Other Gains & Losses 0.343 {246.657) z 
,a TOTAL OPERATING EXPENSES (572.408) (4,160.796) 194.153 397,939.633 p ,, Net State & Local Income Taxes 471.680 274.613 280.732 102173 6,363.216 9.001 56.073 

20 Net Federal Income Tax 2,361.593 1,362.002 (1,244.334) 538.350 23,638.874 44.580 277.734 ,, Other Taxes 159..229 358.555 18.145 26,401.929 

22 TOTAL OPERATING TAXES 2,992.502 1,636.615 (605.047) 658.668 56.404.019 53.581 333.807 0 

" NET OPERATING JNCOME 4)381.185 2524.181 605.047 672.849 74693.297 {53.581) (333.801'.) 0 
:2.4 Telecommunications Plant in Service 62,667.250 5,045.570 1,545,649.082 (172.669) 

2s Plant Adjustment 7.420 1,884.420 _,_ 
26 Materials & Suppfies 109.037 14.401.037 {O 
x, Accumulated Depreciation (20.190.645) (7,503.436) (603.025.372) (4,217.810) 

2s Accumulated Amortization 5.515 (8,788.485) _,. 
29 Accumulated Deferred Taxes (6,231.371) (7i8.022) (198,549.165) ! 
,a NET AVERAGE RATE BASE 36,245.234 iZ'.8.022) (2,335.894} 7511571.517 (4,390.479) B 

JS 

31 RETURN ON RATE BASE 0.13% 0.35% 0.09% 0.12% 9.89% 0.05% -0.05% 

32 RETURN ON EQUITY 0.23% 0.63% 0.16% 0.22% 12.21% 0.09% -0.09% 

>-'1:::l '1:::l 33 REVENUE REQUIREMENT (local) {1,560.741) (4,266.446) {1,i38.448) (i ,513.928) (4,383.399) (617.391) 564.211 "" ..,, 
()Q til 
" z -1>0 
0 -...,:x: 
;:: >-

.i:,. 
N> 
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Docket UT 125 
U s \\'EST Communications, Inc. 

INTRASTATE OREGON /ssue4a !ssue4b Issue4c Jssue4d(1) lssue4d{2) lssue4d(3) lssue4d(4) Issue4e Jssue4f 
Adjustments to Annualized Test Year 

(S000's) UM753 Affifiated 
Rent Affiliate Growth in . Affiliated interest 

Compensation & Certain Strategic Fax Fax Interest FCC Return Headquarters 
Line Study Leases Marketing Services Services Charges License Component Allocations 
No. Description (PosM) (Post-3) 

(17) (18) /19) (20) (20a) (20b) (20c) 121T- - -- --(22) 

1 Local Service & EAS 
2 Network Access 

' Long Distance 
4 Directory 
5 Bi!fing & Collection 

' Miscellaneous 116.768 686.905 
7 UncoUectibles 

• TOTAL OPERATING REVENUES 116.768 686.905 

• Plant Specific 3,840.342 (62.255) (110.783) 
10 Depreciation & Amortization 13,093.153 
11 Plant Nonspec1fic (198.081) 
12 Access {interstate) 

0 13 lv:.cess (intrastate) 
14 Customer Operations (ex. B&C) (214.130) § 
15 Bi!!ing & Col!eclion t!l 
1s Corporate Operations (105.310) (154.497) (101.163) (554.000) ?J 
17 Other Gains & Losses z 
1a TOTAL OPERATING EXPENSES 16,933.495 (62.255) {105.310) (154.497) {101.163) (1,086.994) 0 
1s Net State & Local Income Taxes (1,174.473) 4.109 6.950 7.691 45.245 10.857 6.677 71.742 
20 Net Federal Income Tax (5,817.199) 20.351 34.426 38.095 224.100 53.TT4 33.070 355.338 
21 Other Taxes 15.066 0.234 1.374 0 
22 TOTALOPERATINGTAXES (6,976.606) 24.460 41.376 46.020 270.719 54.631 39.747 427.080 0 
23 NET OPERATING INCOME (91956.889) 37.795 63.934 70.748 416.186 99.866 61.416 659.914 

24 Telecommunications Plant in Service 44,051.963 -.,. 
25 Plant Adjustment © 
26 Materials & Supplies (2,406.075) 
27 Accumulated Depreciation (13.638.862) 

_.,,. 
28 Accumulated Amortization .i 29 Accumulated Deferred Taxes (754.817) 

J 30 NETAVERAGERATEBASE 27252.209 

31 RETURN ON RA1E BASE -1.68% 0.01% 0.01% 0.01% 0.06"/,:, 0.01% 0.01% 0.09% 

32 RETURN ON EQUITY -3.03% 0,02% 0.02% 0.02% 0.11% 0.02% 0.02% 0.16% 

;,,-
(119.580) (703.450) {168.797) 0.000 (103.807) '"tl -033 REVENUE REQUIREMENT OocaQ 21,223.795 (63.882) {108.063) (1.115.406) 

"'"' "' l:'1 " z u, 0 
0 -0>< 

.i:,. - ;,,-

w 
0 



Docket UT 125 
U S WEST Communications, Inc. 

INTRASTATE OREGON lssue4g(1) lssue4g(2) lssue4g(2) lssue4h 1ssue5a Issue Sb Issue Sc Issue 6a Issue 6b 
Adjustments to Annualized Test Year Non-

($OOO's) Revenue regulated UP96 UP96 
Requirement VMS Costs in Sale of Effect on 1995 1996 

Part 64 Still Part64Still Promotional Columns 18 Exchanges UP 96 Property EAS EAS 
Line Regulated Regulated Offerings through 21 to PTI Stipulation Taxes Conversion Conversion 

No. Description (Post-10) (Pre-11) (Post-4) (Post-7) 
(23) (23a1) /23a2) (23b) /24) (25) (26) (27) /28) 

1 Local Service & EAS (3.755.138) 136.001 1,12!l.882 

2 Netv.,ork Access (943.971) 
3 Long Distance (867.284) {2,578.245) 

4 Directoty (31.317) 

5 Billing & Collection (29.000) 

• Miscellaneous 3,372.176 3,472.397 {94.538) (71.917) 

7 Unco!lectibles (19.371) 34.960 5.035 8.503 

• TOTAL OPERATING REVENUES 3,352.805 3,472.397 (94.538) (4,796.383) (726.248) (1,439.880) 

9 Plant Specific 1,022..523 3.003 (1,773.143) 
10 Depreciation & Amortization 800.241 (3,643.500) 

11 Plant Nonspecific 1,080.844 (95,491) 

12 Access (Interstate) 
13 Access (Intrastate) 2,822.032 (296,903) (538.090) 0 
14 Customer Operations (ex. B&C) 2,455.105 (173.308) § 
15 Billing & Co!!ection 339.724 l:Il 
-is Corporate Operations 898.144 8.343 (154,217) ;o 
11 Other Gains & Losses 81.702 z 
1a TOTAL OPERATING EXPENSES 6,338.559 '11.351 (2,677.903) (296.SOS) (538.090) 9 
19 Net state & Local Income Taxes {210.407) 228.720 (6.227) (0.749) (57,513) 27.878 25.283 (28.441) (60.738) 

20 Net Federal Income Tax {1,049.274) 1,132.856 (30.843) (3,711) (284,862) 138.083 125.227 (140,869) (300,838) 
0 21 other Taxes 74.127 6.945 (0.189) (83,541) {383,074) "1.578 18.506 

22 TOTAL OPERATING TAXES (1,185.554) 1.368.521 (37.259) (4.460) (425.916) 165.961 (232.564) (167.732) (343,070) 0 
23 NET OPERATING INCOME (1,800.200) ~ 103.876 (57.279) {6.891) (1,692.564) (165.961) 232.564 {261.613) (558,700) 

24 Telecommunications Plant in Service 6,190.268 (64,125.841) _, 
25 Plant Adjustment 6.939 {£) 
26 Materials & Supplies 68.802 
21 Accumulated Depreciation (2.418.681) 20,889.539 (22,400.000) 

_,, 
2a Acct.lmulated Amortization 
29 Accumulated Deferred Taxes (664.142) 5,776.617 8,800.960 l 

:,0 NET AVERAGE RATE BASE 3183.186 (37,459.685) (13,599.040) J 

31 RETURN ON RATE BASE --0.29% 0.29% -0.01% 0.26% 0.16% 0.03% -0.04% -0.08% 

sz RETURN ON EQUlTY -0.52% 0.52% -0.02% 0.47% 0.29%, 0.05% -0.07% -0.14% 

>'d ?;j,, REVENUE REQUIREMENT (local) 3,556.034 (3,556.034) 96.815 11.647 (3,179.475) (1,912.305) (393,087) 442.186 944.332 
" >rj CJQ tn 
(1> z 
°' 0 
0 -._,, X 
~:> 
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Docket UT 125 
U S \AIEST Communications, Inc. 

INTRASTATE OREGON I Issue 6c Issue 6d Issue 7a(1) Issue 7a(2) Issue 7b Issue 7c lssue7d Issue 7e 
Adjustments to Annualized Test Year Tariff, Price Current Unfunded 

($000'$) & Contract $FAS 106 SFAS 106 AT&T Post- Disabllity End of 
Changes Switched Post- Post- retirement Pension Compensated 

Made After Access (not retirement retirement Benefits Payment Pension Absences 
Line Jan. 1, 1995 Filing used) Benefits Benefits Cost-Sharing True-up Accounting Accrual 
No. Description (Post-11) (Post-SJ (Post-5) Agreement {Post-8) (Post-9, 12) 

(29) (30) (31) (32) (32a) (33) (34) (35) (35) 

, local Service & EAS 15,937.304 
2 Network Access (1,582.542) 
3 Long Distance 153.895 
4 Directory 
s Bilfing & Collection 
$ Miscellaneous 
7 Unco!lectibles (143.126) 2.511 

• TOTAL OPERATING REVENUES 15,948.073 {1,580.031) 

' Plant Specific 161.834 
,0 Depreciation & Amortization 
1' Ptant Nonspecific 80.495 
12 Areess (interstate) 
1s Access (intrastate) (1,910.499) 0 
14 Customer Operations (ex. S&C) 6,516.087 134.170 E3 1s Bi1!ing & Collection tI:l 
10 Corporate Operations 28.679 (365.339) (2tr.l.911) (297,969) ::,:, 
17 Other Gains & Lesses z 
1s TOTAL OPERATING EXPENSES 6,516.087 (1,910.499) 405.178 (365,339) (203.911) (297,969) 0 ,, Net State &- Loc:al Income Taxes 601.464 21.768 (26,742) 7.075 24.112 13.458 (79,457) 19.666 
20 Net Federal Income T-ax 2,979.070 107.815 (132.453) 35.042 119.429 66.658 (393.553) 97.406 ,, OtherTaxes 318.894 0.656 0 22 TOTAL OPERATING TAXES 3,899.428 130.239 (159.195) 42.117 143.541 80.117 (473.010) 117.072 

23 NET OPERA TING INCOME 5,532.558 200.229 (245.983) (42.11Z) 221.798 123.794 473.010 1_8_Q,89_I 0 
2,; Telecommunications Plant in Service (3,451.113) 38,758.976 
25 Plant Adjustment .,,...,.,. 
2s Materials & Supplies ~) 

27 Accumulated Depreciation 
.d>, 

:28. Accumulated Amorti.:Zation 
29 Aroumulated Deferred Taxes 

-" NET AVERAGE RATE BASE (3,451.113) 3U_5_&_,_9_1§_ 

31 RETURN ON RATE BASE 0.77% 0.03% ~0.03% 0.04% 0.03% 0.02% -0.41% 0.03% 

32. RETURN ON EQUITY 1.39% 0.05% -0,09/4 0.07% 0.05% 0.04% --0.74% 0.05% 

"'O ?;;33 REVENUE REQUIREMENT (locaij (9,351,296) (338,433) 0.000 415.768 (485.297) (374.890) (209.240) 5,450.309 (305,758) 

"' "" "" tT1 
'.'.i§ 
0 -..,, :x 
Iv 

-I'> - ► 
w 
N 



Docket UT 125 
U S WEST Communications, Inc. 

INTRASTATE OREGON Issue Ba /ssue8b(1} Issue Bb(2) lssueBb(2) Issue 8b(2} Jssue8b(2) Issue Sc 
Adjustments to Annualized Test Year Team {Issue Ba] [Issue 9a] 

($000's) Perfonnance 1996 1996M1997 SFAS 109 
Awards& Occupational Wage& Payroll Bonuses Wage Base Accounting 

Officers' Wage Sa!ary {not Tax {not Included in Related to for Income 

Line Incentives Increases Increases used) Increases used) Wage Base Reengin'g Taxes 

No. Description (Bonuses) (Pre-16) 
(37) (38) (38a) (38b) (38c) (38d) (38e) {38f} (39) 

1 Local Service & EAS 
2 Network Access 
3 Long Distance 
4 Directory 
5 Billing & Collection 
6 Misce!!aneous 

7 UoroHectibles 

' 
TOTAL OPERATING REVENUES 

' 
Plant Specific (141.818) 1.863.240 1,153.030. 33.252 (42181} (112.351) 

10 Depreciation & Amortization 
11 Plant Nonspecific (1,964.115) 957.898 1,665.306 48.003 (60.921) (162.268) 

12 Access {interstate) 
1z Access (intrastate) 0 
i4 Customer Operations {ex. B&C} (1,019.739) 1,426.360 2,471.697 71.328 (90.421) (240.843) § 
1S Bi1nng & Collection 

~ " Corporate Operations (780.602) 199.503 2,418.265 69.761 (88.466) (235.637) 

11 Other Gains & Losses z 
,s TOTAL OPERATING EXPENSES (3,906.274) 4,447.001 7,708.298 222.344 (281.989) (751.099) S) 
19 Net State & Local Income Taxes 257.814 (293.502) (508.746) (14.675) 18.611 49.573 

20 Net Federal Income Tax 1,276.961 (1,453.725) (2,519.843) (72.684) 92.182 245.534 -=--
OtherTaxes '--' 

21 

22 TOTAL OPERATING TAXES 1,534.775 (1,747.227) (3,028.591) (87.359) 110.793 295.107 {5 

23 NET OPERATING INCOME 2,371.499 ~699.774) {4,679.707} (134.985) 171.19S 455.992 

:2.i: Telecommunications Plant in Service -='a 

25 Plant Adjustment w 
26 Materials & Supplies -" 
zr Accumulated Depreciation 

_j 2s Accumulated Amortization 
2s Accumulated Deferred Taxes j 
,0 NET AVERAGE RATE BASE 

31 RETURN ON RATE BASE 0.33% -0.38% M0.65% ~0.02% 0.02% 0.06% ,, RETURN ON EQUl'!Y 0.59% M0,69% M1.17% ,-0,04% 0.04% 0.11% 

:,,. 
REVENUE REQUIREMENT (local) 

""'""'" 
(4,008.379) 4,S63239 7,909.781 0.000 228.156 0.000 (289.3S1) (770.731) 0.000 

"' '"" O'Q t::l 
" z 00 0 
0 -...,;,<: 
!:::·:,,. 

.i:,. 
c,) 
c,) 



Docket u, 125 
US WEST Communications, Inc. 
INTRASTATE OREGON I /ssueBd Issue Be Issue Bf Jssue Bg lssue8h Issue Bi lssue8j Issue Bk Tssue 8/ 

Adjustments to Annualized Test Year SFAS 112 UM767 
(S000's)_ Accounting Ballot ORS Oregon Average 

for Post- Measure 5 291.349 Depreciation Growth in Marketing Information 
employment Property Income Repre- Access Acclual Management 

Line Benefits ,axes Tax Refund scription Aircraft Advertising Lines Reversal Systems 
No. Description (Post-6) {Post-14) (Pre-10) 

(40) (41) /42) (43) (44) (45) /46) (47) ----/48) 

Local Service & EAS 24,219.789 
2 Network Access 
3 Long Distance 
4 Directory 
5 Sining & Collection 
6 Miscenaneous 
7 Uncotlectlbles (215.823) 
8 TOTAL OPERATING REVENUES 24,003,966 

s Plant Specific (353.938) 
10 Depreciation & Amortization 20,325.655 
11 Plant Nonspecific 
12 Access (interstate) 
13 Access (intrastate) 0 
14 Customer Operations (ex.. S&C} (550.082) § 
15 Billing & Col!eclion 

ti::I 1e Corporate Operations (392.870) ::<i 
11 Other Gains & Losses z 1a TOTAL OPERATING EXPENSES 20,325.655 (392.870) (904.020) 9 
1S Net State & Local Income Taxes 169.768 (1,328.844) 1,552.308 25.929 59.665 
20 Net Federat lncome Tax 840.868 (6,581.808) 7,688.626 128.429 295.524 C) 

" Other Taxes (2,572.248) 484.154 
22 TOTAL OPERATING TAXES (1,561.612) (7,910.652) 9,725.088 154.358 355.189 0 
23- NET OPERA TING INCOME 1,561.612 (12,415.003) 14 278.878 238.512 548.831 

24 Telecommunications Plant in Service ...... 
25 Plant Adjustment © 

" Materials & Supplies ...... 
27 Accumulated Depreciation (10,163.000) 

' 28 Accumulated Amortization j 
29 Accumulated Deferred Taxes 3,993.043 ' :l 
"' NET AVERAGE RATE BASE {6.169.957) 

31 RETURN ON RATE BASE 0.22% -1.66% 1.99% 0.03% 0.08% 

32 RETIJRN ON EQUllY 0.40% -2.99% 3.59% 0.05% 0.14% 
:,,. 

"d "033 REVENUE REQUIREMENT (local) 
., "d 

0.000 (2,639.483) 19,989.318 0.000 0.000 (24.134.588) (403.140) (927.651) 

"' t,:> " z 
"' 0 
0 -;3 X 

-I'> - :,,. 
c,,) 

-I'> 



Docket UT 125 
U S WEST Communications, Inc. 

INTRASTATE OREGON Jssue8m Issue 8n 1ssue9a lssue9b lssue9c issue 1D TOTAL 
Adjustments to Annualize<:! Test Year ADJS. 

($000'$) Service Effects of Columns ADJUSTED 
Reen- Exira• Adjustments 7-13 TEST YEAR 

Purchase PUC gineering ordinary Service on Intrastate and Columns 
Line Rebates Fee Costs Expenses Quality Separations 15-53 6+54 
No. Description 

/49} (49a) /50) (51) (52} (53} (54) /55) 

1 Local Service & E,l\S 42,621.435 390,730.435 
2 Network Access 136.934 62,673.934 
3 Long Distance 34.446 (2.190.967) 89,738.033 
4 Directory 
s Billing & Collection (29.000) 2.447.000 

' Miscellaneous (355.451) 6,441.664 22,000.664 
7 Uncollectibles (0.248) 102.068) (4,221.0681 
8 TOTAL OPERATING REVENUES (321.253) 

9 Plant Specific (343.179) (7,334.996) (4,684.707) 
10 Depreciation & Amortization 
11 Plant Nonspecific (26.524) (6,250.879) (1,357.703) (14.227) (6,866.582) 36,828.418 
12 At;cess (interstate) 0.000 
13 .AJ:x:::ess [rntrastate) (3,713.877) 23,487.123 0 
'4 Customer Operations {ex. B&C) (5,303.184} (438.239) (340.736) 3,566.432 84,130.432 § 
1s Billing & Collection (457.442) (566.636) 4,688.364 trj 
16 Corporate Operations (189.072) (6,017.658} 91.916 (6,013.742) 61,769.258 :,:; 
17 Other Gains & Los.ses z 
1s TOTAL OPERATING EXPENSES (558.775) (24,906.717) (6,480.849) 0 
1s Net State & Local Income Taxes 36.879 1,643.843 427.723 
20 Net Federal Income Tax 182.664 8,142.006 2,118.524 0 
21 Other Taxes 135.109 0 
22 TOTAL OPERA TING TAXES 219.543 9,785.849 2.546247 

23 NET OPERA TING INCOME 339.232 15 120.868 3 934.402 
_,_ 

24 T e!ecommunications Plant in Service 
f...0 25 Plant Adjustment 2.013 16.372 1,893.372 

26 Materials & Supplies -=•I':. 

27 Accumulated Depreciation 
2a Accumulated Amortization (12.219) (6.704) (8,800.704) 
2S Accumulated Deferred Taxes 

30 NET AVERAGE RATE BASE 

31 RETURN ON RATE BASE 0.05% -0.02% 2.11% 0.55% 

32 RETURN ON EQUITY 0.09% -0.04% 3.80% 0,99% 

-0 > REVENUE REQUIREMENT (local) (573.380) (25,557.745) (6,650.044) :::i •·t::ns 
"' -0 
" tIJ -z oo 
0 -..., X 
~> 

.i:,, 
c..:, 
01 



Docket UT 125 
• • ·: • u $ WEST Communications, Inc. 

··.• TOta1·oregon Subject to Separations 
:· :::Adjustments to Annua!tzed Test Year 
•• • • (S000's): 

Line 
No. Description 

1 Local Service & EAS 

:2 NetworkAccess 
3 Long Distance 
4 Directory 
s Bi!ling & Collection 
6 Miscellaneous 
7 Uncollectibles 
a TOTAL OPERATING REVENUES 

9 Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 Access (interstate) 
12 Access (intrastate) 
14 Customer Operations (ex.. B&C) 
15 Billing & Collection 
1s Corporate Operations 
17 Other Gair-is & Losses 
1a TOTALOPERATINGEXPENSES 

" Net State & Local Income Taxes 
20 Net Federal Income Tax 
21 otherTaxes 
22 TOTAL OPERATING TAXES 

23 NET OPERA TING INCOME 

24 Telecommunications Plant in Service 
25 Plant Adjustment 
26 Materials & Supplies 
27 Accumulated Depreciation 
28 Accumutated Amortization 
29 Accumulated Deferred Taxes 

~ ~ 
"" >,; 
" trJ -z -o 
0 -

30 NET AVERA_GE:_MTE .. ~~SE 

~x 
.i:,. -> 
c,:, 
m 

I55UES1a-b Issue 1c(1a) Issue 1c(2a) 
Annualized Annualized 

AnnuaTized Side Record Side Record 
Test Year for Interest for Western 

Before During BectricAffil. 
S1de Records Construction Interest 

(Pre-1) (Pre--2) 
(1) (2) (3) 

348,109.143 
248,399.363 
112,528.408 

3,818.935 
8,386.560 

18,096.792 
(5,811.267) 

733,527.934 

117.634.532 
154,827.489 1,543.287 (456.974) 

62.355.959 
3,926.760 

27,200.583 
101,009.361 

7,092.521 
91,512.189 

(352.385) 
565,207.009 1,543287 (456.974) 

8,189.645 
29,111.402 
31,946.981 
69,248.028 

991072.897 (1,543.287) 456.974 

2,079,782.815 19,854.345 (6,437.347) 
2,649.594 

19,944.722 
{840,540.617) (6.266.746) 5,287.102 

(11,909.855) 
(261,445.502) 

_988,4_§~_.1§1 ______ 13,587.599 (1, 150.24§) 

Issue 1c(3) Jssue 1c{4) ISSUE 1c(1b) Issue 1c{2b) Issue 1d 
AnnuaU:zed Annua~z:ed Adjust 

Side Record Side Record Company's Adjust Western 
for Interstate for Property Annualized Interest Electric Remove 
Depreciation Held for Test Year During Affiliated AAnuarized 

Represcription Future Use Construction lnterest caner ID 
(Pre-") (Pre-4) (Pre-S) 

(4) (5) (6) (l) (8) (9) 

348,109.143 
248,399.363 
112,528.408 

3,818.935 
8,386.560 

18,096.792 
(5,811.267) 

733,527.934 

117,634.532 
(24.371.895) 131,541.907 456,974 

62,355.959 
3,926.760 

0 27.200.583 
101,009.361 781.937 § 

7,092.521 tr:1 
91,512.189 :>" 

(352.385) z 
(24,371.895) 541,921.427 456.974 781.937 9 

1,559,353 9,748.998 (18.519) (51.608) 
8,134.701 37,246:103 (68.615) (255.961) 0 31,946.981 

0 9,694.054 78,942.082 (87.134) (307.569) 

14)677.841 11i664.425 87.134 (456.974) (474,368} 

2,093,199.813 114.480 ..,.,,..,!~ 

2,649.594 (0 
19,944.722 

="' 20,761.994 51.343 (820. 706.924) (66.782) 1,150.245 
(11.909.855) E 

(8,Q75.117) (269,520.619) (880.000) Jj 
12,sas.an 51.343 1 013,656.731 (832.302) 1.150.24§. 
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. Docket UT 125 
:··.:<. _ .. -~ S WESTCommunications;·tnc ..... \ 
'·-.Total Oregon Subject to Separations· 
;: /Adjt.istments to Annualized Test Year 

• • • (S000's) • 

Line 
No. Descri~on 

, Local Service & EAS 
2 NetworkAccess 
3 Long Distance 
..; Directory 
s Silling & Collection 
& Miscellaneous 
7 Uncollectt"b!es 
s TOTAL OPERATING REVENUES 

9 Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 Access CTnterstate) 
13 Access (intrastate) 
14 Customer Operations {ex. B&C) 
1s Billing & Collection 
1s Corporate Operations 
17 Other Gains & Losses 
18 TOTALOPERA.TJNGEXPENSES 

19 Net State & local Income Taxes 
20 Net Federal Income Tax 
21 OtherTaxes 
22: TOTAL OPERATING TAXES 

23 NET OPERATING INCOME 

24 Telecommunii;:ations Plant in Service 

2' Plant Adjustment 
26 Materials & Supplies 
21 Accumulated Depreciation 
2s Accumulated Amortization 
29 Accumulated Deferred Taxes 

so 

"' )> 
0, "' 

°8 ~ -z 
"' Cl 
0 -....,~ 
::: )> 

NET AVERAGE RATE Ej,_;fil;_ 

/ssue1e Issue 1f Issue 1g 
Remove 

Annualized Remove Different 
UP 96 Sale of Annualized Operating Tax 

E:i:changes 1996 Wage Annualizatlon 
to PT! Increases Methods 

(Pre-11) (Pre-16) 
/10) /11) /12) 

4,077.347 
9.001.528 

33.285 

87.089 
(107.194) 

13,092.055 

157.207 (2,594.392) 
5,122.595 

(1,354.929) 
(25.000) 

(3,790.000) 
{1,795.746) 

(439.000) 
(286.821) 

1,025.802 {6.013.888) 

769.536 396.917 1.269 
3,848.750 1,968.596 12.776 

308.662 (38.542) 
4,926.948 2,365.513 (24.497) 

7,139.305 3,648.375 24.497 

89,381.330 

(28,984.561) 

{8,865.231) 393.116 

51,531.538 393.116 

lssues1h•n Jssue1m lssue2d Issue 3a lssue3b 
Annualized 

Other TestYearas Interest US WEST US WEST 
Different Stipulated Coordination Direct Direct 

Annualization Switching (Frxed Directory Directory 
Methods Columns5 Assets Charges) Imputation Growth 

through 13 (Post-2) (Post-13) 
/13) /14) (14a) /15) /16) (16a) 

876.107 353,062.597 
(784.766) 256,616.125 

1,305.329 113,833.737 
69.649 3,921.869 

8,386.560 
(706.841} 17,477.040 

1,571.075 (4,347.386) 
2,330.553 748,950.542 

115,197.347 
137,121.476 

61,001.030 
3,901.760 

0 23,410.583 
99,995.552 6 

(31.283) 6,622.238 trl 
91,243.368 7l 

(352.385) z 
(31.283) 538.140.969 9 
152.105 10,998.698 12.672 46.237 
769.105 43,520.754 62.766 229.011 0 

17.203 32,234.304 0 938.413 86,753.756 75.438 275.248 

1,423.423 124i055.817 {ZS.438) {275.248) 

(8,328.031) 2,174,367.592 (242.884) 
__,, 

2,649.594 'C..0 
19,944.722 __,,_ 

188.553 (848,419.469) (5,938.596) 
(11,909.855) 

(278,872.734) .A. 
{8,139.478) 11057,759.850 {6,181.479) 



. _ . _ , Docket UT '!25 
.... -US WEST Communications, Inc. 

• ··Total Oregon Subject to Separations • 
-· Adjustments to Annualized Test Year 

Line 
No. 

• c _ ($000's) 

Description 

1 Loca! Service & EA$ 
2 Network.Access 
3 Long Distance 
.: Directory 
s Bming & Collection 
6 Miscellaneous 
7 Uncollectibles 
a TOTAL OPERATING REVENUES 

9 Plant Specffic 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 Access (interstate) 
13 A~ ~ntrastate) 
14 Customer Operations (ex. B&C) 
1s eming & Collection 
16 Corporate Operations 
17 Other Gains & i.osses 
18 TOTAL OPERATING EXPENSES 

19 Net State & Loca! Income Taxes 
20 Net Federal Income Tax 
21 Other Truces 
22 TOTAL OPERA TING TAXES 

23 NET OPERA TING INCOME 

24 Telecommunications Plant in Service 

""► 
" "d QQ "d 

25 Plant Adjustment 
26 Materials & Supplies 
21 Acaimu!ated Depreciation 
28 Accumulated Amortization 
29 Accumulated Deferred Taxes 

30 -~-l;T ~Y.~_G_E __ MTI; __ BA~E 

" tn -z 
"'O 
0 -~x 

,I>,- ► 
w 
co 

lssue4a 

Rent 
Compensation 

Study 
(Post-1) 

(17) 

5.347.325 
18,615.019 

23,962.344 

(1,661.573) 
(8,229.821) 

21.183 
(9,870.211) 

(14,092.133} 

61,965.510 

{3,332.196) 
{19,203.254) 

(1,059.777) 

_3-.?~?IP,is2 

Tssue4b lssue4c 

UM753 
Affiliate 

& Certain Strategic 
Leases Marketing 

(18) (19) 

{86.684) 

(141.900) 

(86.684) (141.900) 

5.721 9.365 
28.337 46.387 

34.058 55.752 

52.626 86.148 

Issue4d(1) lssue4d(2) lssue4d(3) Issue4d(4) Issue4e Jssue4f 

Affiliated 
Growth in Affiliated Interest 

Fax Fax lnterest FCC Return HeadqU2rters 
Services Services Charges Ueense Component Allocations 

(Post-3) 
(20) (20a) (20b) {20c) 

(21) _____ 
(22) 

137.200 807.100 

137200 807.100 

(154.255) 

(280.182) 

0 
(269.584) § 

(221.652) {136.312) (759.965) 
t:r:I ;o 
:z: 

(221.652) {136.312) (1,463.986) p 
9.037 53.162 14.629 8,997 96.623 

44.761 263.313 72.458 
0,274 1.614 

44.560 478.577 0 
54.072 318.089 87.087 53.557 575.200 0 
83.128 489.011 134.565 82.755 886.786 

_.,, 
(.0 
_,, 
' l 
1 
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• . Docket UT_ 125 
···::u·~i'-WEST Commt.irii6atio'ns,'·1nc.· ;·· • 

;:.\:T;;tal __ Ofogciri' ~ubjeet to separations) :: . 
:/:.·,;,Adjtistl'nents to Anriualized Test Year . • •• ••• 

• ••• • • )SOOO's) • 

Line 
No. Descti~on 

, Local Service & EAS 
2 NetworkAccess 
s Long Distance 
4 Directory 
s BitITng & Collection 
s M!scel!aneous 
7 Uncollectibles 
s TOTAL OPERATING REVENUES 

s Plant Specif~ 
10 Depreciation & Amortization 
,, Plant Nonspecific 

12 Access (interstate) 
,:3 Access (intrastate) 
14 Customer Operations (ex. B&C) 
15 Billing & Collection 
1e Corporate Operations 
11 Other Gains & Losses 

1S TOTAL OPERATING EXPENSES 

19 Net State & LocaJ Income Taxes 
20 Net Federal Income Tax 
21 Other Taxes 

"' TOTAL OPERATING TAXES 

,. NET OPERA TING INCOME 

" Telecommunications Plant in Service 
2S Plant Adjustment ,. Ma1etials & Supplies 
27 Acct.imulated Depreciafjon 
:2a Accumulated Amortization 
:2s Accumulated Deferred Taxes 

_:;9_ 

>ti> 

~~ -z ,.ti 
0 -...,x 
~> 

Nf:T_~Y~GE RA TE BASE 

Issue4g(1) lssue4g(2) lssue4g(2) lssue4h 
Non-

Revenue regulate<! 
Requirement VMS Costs in 

?art64 stiU Part 64Still Promotional Columns 18 
Regula.ted Regulated Offerings through 21 
(Post-10) 

(23) (23a1) (23"2) (23b) 

4,517.316 3.472.397 (94.538) 
(25.949) 

4,491.367 3,472.397 (94.538) 

1.423.770 4.182 
1,137.732 
1,528.833 

3,090.908 

1,210.208 11.248 
115.784 

8,507.235 15.430 

(283.781) (1.018) 
(1,415.592) (5.044) 

103.819 6,945 (0.189) 
(1,595.564) (6.062) 

(2,420.314) {9.368) 

8,707.515 
9.756 

95.285 
(3,405.456) 

(932.468) 

4!474.632 

Issue Sa Issue 5b Issue Sc Issue 6a Jssue 6b 

UP 96 UP96 
Sa!eof Effect on 1995 1996 

Exchanges UP96 Property EAS EAS 
to ?Tl Stipulation Taxes Conversion Conversion 

(Pre-11) (Post-4) (Post-7) 
(24) (25) (26) (27) (28) 

(3,755.138) 136.001 1,129.882 
(2,921.022) 

(867.264) (2,578.245) 
(31.317) 
(88.000) 
(82.106) 
48.91.8 5.035 8.503 

(6,828.665) (725.248) (1,439.860) 

(2,488.940) 
(5,180.098) 

(135.070) 
49.441 

2,822.032 (296.903) (538.090) 0 
(218.190) § 
345.566 

~ (207.800) 

z 
(4,993.059) (296.903) (538.090) 9 

(7.364) 39.539 35.646 (28.441) (60.738) 
(38.474) 195.836 176.063 (140.869) (300.838) 

0 (87.744) (538.582) 1.578 18.506 
(131.$82) 235.375 (326.973) (167.732) (343.070) 0 

(1,704.024) (235.375} 326.973 (261.613} {558.700) I 
(90.202.348) ,...;,. 

~ 

29,412.068 (31,631.984) 
_,_ 
'i 

8,110.481 12,345,086 
, 

(521679.799) (19,286.8~' l 



Docket UT 125 
>:iii::u S WEST Communications; Inc. ·.- • 
: : ·.Tota.1 Oregon Subject to Separations • 

·_: • :·_'AdjUstments to Annualized Test Year 
• ·- • • cSOoO's) · 

Line• 
No. Description 

1 Local Service & EAS 
2 Networkk::cess 
3 Long Distance 
4 Directory 
s sming & conection 
s Misce!taneous 
7 Unoollectibles 
e TOTAL OPERATING REVENUES 

9 Plant Specific 
10 Depreciation & Amortization 
11. Plant Nonspecffic 
12 Access [interstate) 
13 Access [intrastate) 
14 Customer Operations (ex. B&C) 
15 Billing & Collection 
1s Corporate Operations 
11 Other Gains & Losses 
1a TOTALOP.ERATING EXPENSES 

,, Net State & Local Income Taxes 
20 Net Federal Income Tax 
2' Other Taxes 
22 TOT AL OPERA TING TAXES 

23 NET OPERATJNG INCOME 

24 Telecommunications Plant in Service 
2S Plant Adjustment 
26 Materials & Supplies 
27 Accumulated Depreciation 
2a Acx:::umu!ated Amortization 
2S Accumulated Deferred Taxes 

~o NEJ__hYE8AG:ERATEBASE 

.,,> 
Jl ;g 
" til 
::;;a 
0 -;s >< 

.i,.-> 
-I'> 
0 

Issue 6c Issue 6d Issue 7a(1) 
Tariff, Price 
& Contract SFAS 106 

Changes Switched Post-
Made After Access (not retirement 

Jan. 1, 1995 Filing used) Benefits 
(Post-11) (Post-5) 

/29) (30) (31) /32) 

15,937.304 
(2,526.514) 

153.895 

(143.126) 4.010 
15,948.073 (2,522.504) 

225.339 

113.858 

(1,910.499) 
8,203.569 168.916 

38.644 

8.203.569 (1,910.499) 546.757 

490.090 (40.311) (36.086) 
2,427.432 (199.662) (178,735) 

318.894 (1.=l 
3,236.416 (241,205) (214.821) 

4,508.088 (370.800} (331.936) 

Issue 7a(2) Issue 7b Issue 7c Issue 7d Issue 7e 
Unfunded 
SFAS 106 AT&T Post- Disability End of 

Post- retirement Pension Compensated 
retirement Benefits Payment Pension Absences 

Benefits Cost-Sharing True-1..'P Accounting Accrual 
(Post-5) Agreement (Post-a) (Post-9, 12) 

(32,>) (33) (34) (35) (36) 

0 
(§ 
tTJ 

(492.278) (274.761) (401.500) ;,:; 
z 

(492.278) (274.761) (401.500) 9 
9.952 32.490 18.134 (111.768) 26.499 

49292 160.926 89,819 (553.589) 131.250 
0 

59.244 193.416 107.953 (665.357) 157.749 0 
(59.244} 298.862 166.808 665.357 243.751 

(4,854.494) 54,520.152 ...,. 
co _,, 
j 

{4,854.494) _ 54_,_5_20_.152_ 1 
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. • . Docket UT 125 
:· .'"·:<u SWEsTCommunicatioris. inc . 
:::tOta1 Oregon Subject to Separa"Uons 

/:._ :.Adjustments to Annuala:ed Test Year 
••• • .(S000's) 

Une 
No. Descri~lion 

1 Local Service & EAS 
2 NetworkN:l:eSS 
3 Long Distance 
4 Directory 
5 Bitting & Co!lection 
s Miscel!aneous 
7 Uncolleciil:lles 
e TOTAL OPERATING REVENUES 

s Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 Access (interstate) 
,s Access (intrastate) 
i4 Customer Operations (ex. S&C) 
1s Billing & Collection 
1e Corporate Operations 
11 Other Gains & Losses 
1s TOTAL OPERATING EXPENSES 

19 Net State & Local lncome Taxes 
20 Net Federal Income Tax 
21 Other Taxes 
22 TOTAL OPERATING TAXES 

23 NET OPERATING INCOME 

" Telecommunications Plant in Service 
25 Plant Adjustment 
26 Materials & Supplies 
21 Accumulated Depreciation 
28 Accumulated Amortization 
29 Accumulated Deferred Taxes 

_30 __ NETAYJ=_RAGE RATE BASE 

.,,> 
~ "" "" "" " t,:1 ~z 
"' 0 
0 -..,.,x 

:'.::> 

lssue8a JssueBb(1) lssueBb(2) 
Team 

Performance 1996 1996-1997 

Awards& Occupation a! Wage& 
Officers' Wage Salary 

lncentives Increases Increases 
{Bonuses) (Pra-16) 

(37) (38) (38a) 

(197.468) 2,594.381 1,605.489 

(2,778204) 1,354.929 2,355.544 

(1,283.823) 1,795.747 3,111.797 

(1,051.826) 268.821 3,258.502 

(5,311.321) 6,013.888 10,331.332 

350.547 (386.817) (681.888) 
1,736.271 (1,965.940) (3,377.312) 

2,086.818 (2,362.857) (4,059.180) 

3~503 (3,651.031) (6,272.152) 

/ssue8b(2) Issue 8b{2) Jssue8b(2) Issue Be 
-[Issue Ba] [Issue Sa] 

SFAS 109 
Payroll Bonuses Wage Base Accounting 

(not Tax (not Included in Related to for Income 
used) Jncreases used) Wage Base Reengin'g Taxes 

(38b) (3Bc) (38d) (38e) • (381) (39) 

46.300 (58.733) (1S6.439) 

67.900 (86.172) (229.52S) 

0 
89.800 (113.837) (303.214) 6 

i:rj 
94.000 (119.204) (317.510) ;:o 

z 
298.000 (377.946) (1,006.688) 0 
(19.668) 24.944 66.441 
(97.416) 123.551 329.086 C) 

(117.084) 148.495 395.527 0 
(180.916) 229.451 611.161 

...... 
(0 
_,. 
< 
:l 
~ £ 



. . . . . Docket UT 125 
• ··: US WEST Communications, Inc. 

••• TOta.1 Oregon Subject to Separations 
:;- : .• _.Adjustments to Annualized Test Year 

(S000's) 

Line 
No. Description 

1 Local Ser...ice & EAS 
2 Network Access 
J Long Distance 
4 Directory 
s Billing & Collection 
e Miscellaneous 
7 Uncollectibles 
a TOTAL OPERATING REVENUES 

s Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecffic 
12 At:cess (interstate) 
13 AJ::;cess Ontrastate) 
14 Customer Operations ( ex. B&C) 
1$ BiUing & Collection 
1s Corporate Operations 
17 Other Gains & Losses 
,a TOTALOPERATINGEXPENSES 

19 Net State & Local Income Taxes 
20 Net Federal Income Tax 
21 Other Taxes 
22 TOTALOPERATINGTAXES 

23 NET OPERA TING INCOME 

24 Telecommunications Plant in Ser...!ce 
2S PlantAdjustmerrt 
2S Materials & Supplies 
27 Accumulated Depreciation 
2a Accumurated Amortization 
29 Accumulated Deferred Taxes 

"" > 
"' "1:l 
er, "" 
" t,1 -z ._, 0 
0 -

30 NET AVERAGE RATE BASE 

;:;>< 
""'-> 
""' N 

lssue8d 
SFAS 112 

Accounting 
for Post-

employment 
Benefits 

(40) 

Issue Be 

Ballot 
Measure S 

Property 
Taxes 

(Post-S) 
(41) 

222.n64 
1,099.892 
'3_._364.612: 
(2,042.656) 

2 ... 042.6_56_ 

Jssue8f 

ORS 
291.349 
!ncome 

Tax Refund 

(42) 

/ssue8g 
UM767 
Oregon 

Depredation 
Repre-

scription 
(Post-14) 

(43) 

28,897,735 

28,897.735 

(1,889268) 
(9,357.601) 

(11,246.869) 

ill,650,566) 

(14,448.868) 

5,676.960 

(8.771.908). 

Jssue8h 

Aircraft 

(44) 

Issue Bi lssae8j 

Average 
Growth in 

Ac= 
Advertising Lines 

(45) (46) 

24,219.789 

(215,823) 
24,003.966 

1,552.308 
7,688.626 

484;154 
9,725.088 

_14278.878 

Issue Bk Issue Bl 

Marketing Information 
Accrual Management 

Reversal Systems 
(Pre-10) 

(47) (48) 

(492.827) 

0 
(692.538) E3 

(529.375) f2 
z 

(529,375) (1, 185.365) 9 
34.939 78.234 

173.053 387.496 C) 

207.992 -465.730 0 
321.383 719.635 _,. 

<O _,, 
! 
! 
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• .·Docket UT 125 
···'':.'.'\1 sWEST Cornrt'lunications,-!nC. .'. • 

:(\T~tajor'egoJ1 -~ubject' to._SeparatiO~S 
:,<::_~djUstments to Ar.nua!iz.ed_.Test Year· 

• ••• •• : >· .(SOOO's) .•. • 

Line 
No. Description 

1 Local Service & EAS 
2 Network Access 
3 Long Distance 
-4 Directory 
s Sining & Collection 
6 Misceflaneous 
7 Uncollectibles 
a TOTAL OPERATING REVENUES 

s Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 Access 0nterstate) 
1s Access (intrastate) 
1..: Customer Operations (ex. B&C) 
15 BiUing & Collection 
16 Corporate Operations 
17 Other Gains & losses 
1s TOTALOPERATINGEXPENSES 

19 Net State & local Income Taxes 
20 Net Federal lncome Tax 
21 Other Taxes 
22 TOTAL OPERATING TAXES 

23 NET OPERATING INC_OME 

24 Telecommunications Plant in Service 
.25 Plant Adjustment 
2s Materials & Supplies 
21 Accumufated Depreciation 
28 Accumulated Amortization 
29 Accumulated Deferred Taxes 

~ NET AVERAGE_RA,_JJ:_§ASE 

"' ► " "' "" "' " ttl -z 
00 ti 
0 -..., X 
:::: ► 

Issue Sm Jssue8n lssue9a 

Servic-e 
Reen-

Purchase PUC gineering 
Rebates Fee Costs 

(49) (49a) (50) 

(477.846) (10,213,311) 

(37.517) (8,841.750) 

(6,676.559) 

(254,766) (8,108.521) 

(770.129) (33,840.141) 

50.829 2,233.449 
251.755 11,062.342 

302.584 13,295.791 

~_6}.~§_ ___ 20 544.350 

Jssue9b lssue9c Issue 10 TOTAL 
ADJS. 

Effects of Columns 
Extra- Adjustments 7-13 

ordinary Service on Intrastate and 
Expenses Quality Separations 15-53 

(51) (52) (53) (54) 

42,621.292 
2,769.226 

(1,986.305) 

(88.000) 
8,137.617 
1,145.449 

(8,523.026) 

(1,920.446) (10.242.731) 
24.441 

(3,713.460) 0 
(551.731) 5,337.452 15 

(124.717) tTl 
(8,404,768) ;o 

z 
(8,995.203) 9 

593.683 
2,940.532 0 

3,534.215 
0 

5460.988 ....,, 
9.756 

(.,,,"") 

....,, 
j 

i 
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.. .. . . Docket UT 125 
U S WEST Communications, Inc. 

.:.:Totai" Oregon Subject to Separations 
.):\Adjustments to Annuali~d Test Year 

• • .(S000's) 

Line 
No. Descrietion 

1 Local Service & EAS 
2 Network Access 
s Long Distance 
4 Directory 
s Billing & Collection 
s Miscelianeous 
1 Uncol!ectibles 
a TOTAL OPERATING REVENUES 

s Plant Specific 
10 Depreciation &Amortization 
11 ?!ant Nonspecific 
12 Access {interstate) 
1:., Access (intrastate) 
14 Customer Operations {ex. B&C) 
1s Billing & Collection 
1s Corporate Operations 
i7 Other Gains & Losses 
1s TOTAL OPERATING EXPENSES 

19 Net State & Local tncome Taxes 
20 Net Federal Income Tax 
21 OtherTaxes 
22 TOTALOPERATINGTAXES 

23 NET OPERA TING INCOME 

24 Telecommunicat1ons Plant in Service 
25 Plant Adjustment 
28 Materials & Supplies 
21 Accumulated Depreciation 
28 Accumulated Amortization 

.,, > 
" .,, "' .,, 
" "' -z 

29 Accumulated Deferred Taxes 

30 NET AVERAGE RATE BASE 

"'O 
0 -....,x 

!:: > 

Comparison ofTota! Oregon and (ntrastate Data 

TOTAL 
OREGON 

column 6 
plus 

Column54 

(55) 

390,730.435 
251,168.589 
110,542103 

8.298.560 
26,234.409 
(4,665.818) 

52,113.228 
3,951.201 

23,487.123 
106,346.813 

6,967.804 
83,107.421 

2,659.350 

{11,909.855) 

SEPARATIONS 
FACTORS 

Exhibff 
Revised Staff/3, 

Lambeth/5, 
Column e 

(56) 

100.0000% 
24.9529% 
81.1872% 

100.0000% 
29.4870% 
as.nae% 

calculated 
74% 

71.9046% 
70.5557% 
70.6700% 

0.0000% 
100.0000% 

79.1095% 
67.2861% 
74.3246%, 
70.5640% 

74% 

calculated 
calculated 
calculated 

77% 

~ii 
7_1.1624% 
71.1968% 
72.1797% 
70.8144% 
73.8943% 
71.2912% 

_7:'1% 

INTRASTATE 

(57) 

390,730.435 
62,673.934 
89,738.033 

2,447.000 
22,000,664 
(4,221.068) 

36,828.418 
0.000 

23,487.123 
84,130.432 

4,666.364 
61,769.258 

1,893.372 

(8,800.704) 

§ 
~ 
:z: 
9 

0 
0 

_,_ 
(D 
....,. 
l 
l 
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~ 

2 

3 

4 
5 

' 7 

' • 
10 

11 

12 
1, 

14 

" 16 

17 

16 

19 

20 

21 

22 

23 
24 

25 

26 

27 

28 

20 

30 ,, 

32 

" 34 

35 

36 

37 

36 

" 
" ,o 

'1 

42 

" " 45 ,. 
47 

46 

" 60 

51 

52 

ORDERNO. DO,_ 19 1 =,N<!!f 
Docket UT 125 

Revenues: 

U S WEST Communications, Inc. 
SEPARATIONS FACTORS 

Local Service & EAS 
Network Access 
Long Dlslance 
Directory 
BIiiing & Col!ecUon 
Miscellaneous 
Uncolleollbtes 
Expenses: 
Plant Specific 
OepreclaUon & AmortlzaUon 
Plant Nonspecific 
Access {fnlerstale} 
Access (intrastate) 
Customer Operations (ex. B&C) 
Billing & Collecllon 
Corporate Operations 
Olher Gains & Losses 

Average E,xpenses 

Rate Base: 
TelecommunlcaUons Plan! fn Service 
Plant Adjustment 
Materials & Supplies 
Accumulated Oepreciallon 
Accurriu!ated Amortization 
ACCUmulated Deferred Taxes 

Average Rate Base 

Other Taxes: 
PUC Fee 
Based on Book Cost (Property Taxes} 
Franchise Faes 
Portland License & Permit 
FCC Fae 
Other Operalfng Taxes 

Average Other Taxes 
State Income Tax: 
Net Defer,ed Depreciation & Leases 
Depreciation on side records 
lnterest 
Net other Additions (Deductions} 
Calculated Slate Income Tax 
Prior Deferred State Income Tax 
Current State Income Tax 
Ne! Portland Income Taxes 
Cuuenl Deterred State Income Tax 

Average Stale Income Tax 
Federal Income Tax: 
Net Deferred Oepreclellon & leases 
Depreclatlon on side records 
Current State Income Tax 
CU(ten.l Portland Income Taxes 
Interest 
Net Other Additions (Deductions) 
Calculated Federal Income Tax 
Prkit Deferred Federal Income Tax 
Current Federal Income Tax 
Current Deferced Federal Income Tax 
Investment Tax Credits 

Average Federal Income Tax 

FINAl 
FACTORS 

(a) 

100,0000% 
24.9629% 
81.1872% 

100.0000% 
29.4870% 
85.7180% 

calculated 

71.9046°/4 
70,5567% 
70,8700%, 

0,0000% 
100.0000% 
79.1095% 
67.2661% 
74.3246% 
70.5640% 

sum 

71.1624% 
71.1968% 
72.1797% 
70.8144% 
73.8943% 
71.2912% 

sum 

calculated 
calculated 
100.0000% 
100,0000% 

0,0000% 
71.2971% 

sum 

70,5557% 
70,5557% 

calculated 
71,2071% 
calculated 
70,0702¾ 

,um 
71.2971% 
70.0702% 

sum 

70,5557% 
70.5557% 

calculated 
'71.2971% 

calculated 
71.2971% 
catculoted 
70.0702% 

sum 
70.0702% 
71.1652% 

sum 

APPENDIX A 
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Line 
No. 

2 
3 

4 
6 
6 

7 

• 
9 

10 

11 

12 

13 

14 

15 

16 

Base Year 

Uncollectibles: 
Local 
Access 
Long Distance 
Directory 
BIiiing & Collection 
Other 

ORDERNO. 

Docket UT 125 
U S WEST Communications, Inc. 
NET-TO-GROSS FACTORS 

Local 
Service 

(a) 

100.0000% 

0.8911% 

Net Intrastate Uncollectibles 0.8911% 

Franchise Fees 1.7990% 
PUC Fee 0.2000% 
State Income Tax {SIT) Base 97.1099% 
SIT Statutory Rate 6.2700% 
SIT Effective Rate 6.0888% 
Federal Income Tax (FIT) Base 91.0211% 
FIT statutory Rate 35.0000% 
FIT Effective Rate 31.8574% 

17 NET-TO-GROSS MULTIPLIER 169.0230%1 

Network Long 
Access Distance 

(b) --(ii]~ 

100.0000% 100.0000% 

0.1587% 
0.7203% 

0.1587% 0.7203% 

0.2000% 0,2000% 
99.6413% 99.07973/; 
6.2700% 6.2700% 
6.2475% 6.2123% 

93.3938% 92.8674% 
35.0000% 35.0000% 
32.6878% 32.5036% 

j64.7280% 165.()620% 

APPENDIX A 
Page 21 of21 
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WITNESS: Terry J. Lambeth 

PUBLIC UTILITY COMMISSION 
OF 

OREGON 

STAFF EXHIBIT 2 

Stipulation 

August 8, 1996 
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ORDER NO. 

l 

2 

3 

4 

BEFORE THE PUBLIC UTILITY COMMISSION 
OF OREGON 

UT 125 

In the Matter of the ) 
5 Application of US WEST ) STIPULATION 

Communications, Inc., ) 
6 for an Increase in Revenues. ) 

7 

8 I. PARTIES 

Staff/2 
Lambeth/1 

9 The initial parties to this Stipulation are U S WEST 

10. Communications, Inc.. (USWC) and Public Utility Commission of 

11 Oregon (staff). This stipulation will be made available to the 

12 other parties to this Docket, who may participate by signing and 

13 filing a copy of this Stipulation. 

•14 II, RECITALS 

15 _ On December 18, 1995, USWC filed a petition for an increase 

16 in revenues pursuant to Order No. 91-1598. Staff subsequently 

17 conducted extensive discovery. Staff submitted a settlement 

18 offer to USWC. After exchanges of information and discussions, 

19 staff and USWC . enter into this Stipulation for the purpose of 

20 partially resolving issues in the revenue requirement phase 
., 

21 (Phase I) of this .Docket. This stipulation represents only a 

22 partial settlement, and ·all issues not settled herein remain 

23 contested. 

24 Ill 

2s Ill 

26 Ill 

PAGE 1 - STIPULATION 

I 

DEl'AATMENT OF JVSllCE 
1162 c«irt Su«< ll.l!. 
s.km,O~tnJ0 

(l03)37&.600l 

APPENDIXB 
Page2 of20_ 
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ORDER NO. Q O - j 9 I ..,. '"ll\ 

1 III. STIPULATION 

2 USWC and staff stipulate and agree as follows: 

Staff/2 
Lambeth/2 

3 1. Issue No. 1 involves the Test Year and Annualization 

4 Methods. 

5 (a) In partial settlement of Issue No. 1, staff and USWC 

6 agree to the figures or amounts listed (i) in Column 14, 

7 "Annualized Test Year," in Schedule 1 (Intrastate Oregon) 

8 and Schedule 2 (Total Oregon Subject to Separations) (both 

9 schedules attached hereto) and (ii) in the column entitled 

10 "Factors Used in Columns 14-52 • in ·schep.ule 3 (Separations 

11 Factors) (schedule attached hereto).. . Staff and USWC 

12 specifically dd not agree upon the figures or amounts found 

in column 14a, •switching Assets,• of Schedule 1 and 

14 Schedule 2; 

15 (b) Further, in partial settlement of Issue No. 1, staff and 

16 uswc. agree to the figures or amounts listed in Schedule 4 

17 (Net to Gross Factors) (schedule attached). Staff and USWC 

18 specifically do not agree whether the factors in Schedule 4 

19 should be further modified to reflect Issue Sf, ORS 291.349. 

20 2. Issue No. 2 involves the Cost of capital. In partial 

21 settlement of Issue 2, staff and USWC agree that for purposes of 

22 this case only: 

23 (a) USWC's capital structure is 44.5 percent debt and 55.5 

24 percent equity; 

25 (b) USWC's cost of debt is 6.98 percent; and 

"6 Ill 

PAGE 2 - STIPULATION 
APPENDIXB 

Page 3 of20 
DEl'MTM£tl'I' OF ,11/S'IlCE 

116H:OU• Stt«< N,E. 
St.kol, Oft:Joa. 91310 
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ORDER NO. 0 Q - I 9 1 ..,,. mil Staff/2 
Lambeth/3 

1 (c) An ·interest coordination adjustment-should be ma,de using 

2 the weighted cost of debt of 3.1061 percent. 

3 Staff and USWC specifically do not agree on the rate of return on 

4 equity. 

5 3. 'Issue 4a involves the Rent Compensation Study portion of 

6 Issue 4 (Affiliated Interests and Corporate Allocations) . In 

7 partial settlement of Issue 4a, staff and USWC agree: 

8 (a) It is appropriate to use the corporate allocation 

9 fac.tors that result· from the resolution of Issue 4f 

10 (qgrporate Allocations); 

11 (b) The effects of Docket UM 753 1 on allocated leases 

12 covered in ·the rent compensation study should be included; 

13 and 

14 (cl The nonregulated portions of the rent compensation study 

15 should be removed from the annualized test year. 

16 USWC does not agree that any costs related to square footage per 

17 employee greater than 300 square feet should be disallowed. 

18 4. Issue 4c involves the Strategic Marketing portion of 

19 Issue fl (Affiliated Interests and Corporate Allocations). In 

20 settl611;~nt of Issue 4c, staff ·and uswc_agree: 

21 The annualized test year should be adjusted to remove 

22 several affiliated expenses, as shown in Schedules 1 and 2, 

23 Column 19. 

24 

25 

26 

1 The agreement to include the effects of docket UM 753 is that 
which is ultimately determined after all court appeals, to the 
extent appeals are made. 

PAGE 3 - STIPULATION 

DEl'ARTMEIIT OF JUSTICE 
1161 cou1Uttc<1 N.F.. 
S00'.111 Orcioo 97310 

(SOl) S'lUOOl 
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ORDERNO. O O - 'l 9 1 ---"l 

Staff/2 
Lambeth/4 

1 5. Issue 4d(3} involves the Affiliated Interest Charges 

2 portion of Issue 4 (Affiliated Interests and Corporate 

3 Allocations} . 

4 agree: 

In settlement of Issue 4d (3) , staff and USWC 

5 The annualized test year should be adjusted to 
. 

remove 

6 several affiliated expenses, as shown in Schedules 1 and 2, 

7 Column 20b. 

8 6. Issue 4e involves the Affiliated Interest Return 

9 Component portion of Issue 4 ·(Affiliated Interests and ··corporate 

10 Allocations). In settlement of Issue 4e, staff ana:uswc agree: 
) 

11 (al The annualized test year shoul~ be adjusted to include 

12 the affiliated interests' rate of return .(ROR) charged to 

USWC at USWC's authorized ROR; and 

14 (bl The ROR used in this adjustment should be the rate 

15 authorized by the Commission in this docket. 

16 7. Issue 4f involves the Headquarters Allocations portion 

17 of Issue 4 (Affiliated Interests and Corporate Allocations). In 

18 partial settlement of Issue 4f, staff and uswc agree: 

19 (a) In determining the corporate allocation factors, it is 

20 appropriate to use the factors that became e·ffective January 

21 1, 1996; and 

22 (bl It is also appropriate to consider the effects of 

23 exchange sales that occurred after the development of the 

24 corporate allocation factors that became effective 

25 January 1, 1996. 

PAGE 4 • STIPULATION 
APPENDD(B 

Page5 of20 
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Staff/2 
Lambeth/5 

1 Staff and trswc do not agree on the amount of any resulting 

2 adjustment. 

3 8. Issue 4g1 involves the Part 64 Still Regulated (Post-

4 10) portion of Issue 4 (Affiliated Interests and Corporate 

5 Allocations). In disposition of Issue 4g1, staff and USWC agree: 

6 The appropriate amounts for the total Oregon Part 64 

7 adjustment are listed in Column 23 of Schedule 2. 

8 Staff and USWC do not agree on staff's contention that (1) reve-

9 .nues should be imputed to render certain services revenue neutral 

10 or (2,t,,.revenues and expenses of these services should be 

11 separated between intrastate and interstate operations. 

12 9. Issue Sa involve.a the UP 96 Sale of Exchanges '(Pre-11) 

13 portion of Issues (Docket UP 96 Sale of Exchanges). In partial 

14 settlement of Issue Sa, staff and USWC agree: 

15 (a) The annualized test year should be adjusted to include 

16 the effects of the PTI sale; and 

17 (b) The amounts or figures listed in Line Nos. 1 through 7 

18 (Revenues) , 10 (Depreciation) , 12 and 13 (Access) , 15 

19 (J;!illing & <;ollection), and 24, 27 and 29 (Rate Base) of 

20 C9lumn 24 of Schedules 1 and Schedule 2 are appropriate 

21 adjustments. 

22 staff and uswc do not agree on the amount of the adjustments for 

23 Line Nos. 9 (Plant Specific), 11 (Plant. nonspecific), 14 

24 (Customer Operations), and 16 (Corporate Operations) found in 

25 Column 24 of Schedules 1 and 2. 

26 Ill 
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1 10. 

Staff/2 
Lambeth/6 

Issue Sb involves the UP 96 Stipulation (Post-4) 

2 portion of Issue 5 (Docket UP 96 Sale of Exchanges) • In 

3 settlement of Issue Sb, staff and USWC agree: 

4 The intrastate annualized test year should be adjusted to 

5 include the effects of the stipulation in Docket UP 96, as 

6 shown in Schedule 1, Column 25. 

7 11. Issue Sc involves the UP 96 Effect on Property Truces 

8 portion of Issue 5 (Docket UP 96 Sale of Exchanges). In 

9 settlement of Issue Sc, staff and USWC agree: 

10 The annualized test year should be adjusted to include the 

11 property iax savings resulting from the sale of exchanges to 

12 PTI, as shown in Schedules 1 and 2, Column 26. 

12. Issue 6a involves the 1995 EAS Conversion (Post-7) 

14 portion of Issue 6 (Operating Revenues). In settlement of Issue 

15 6a, staff and USWC agree: 

16 The annualized test year should be adjusted to include the 

17 1995 EAS conversions; as shown in Schedules l and 2, 

18 Column 27. 

19 13. Issue 6b involves the 1996 EAS -Conversion portion of 

20 Issue 6 (Operating Revenues). 

21 and uswc agree: 

In·settlement of Issue-6b, staff 

22 The annualized test year should be adjusted to include the 

23 effects of the 1996 EAS conversions, as shown in Schedules 1 

24 and 2, Column 28. 

2s Ill 

26 Ill 
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ORDERNO. Staff/2 
Lambeth/? 

1 14. Issue 6d involves the Switched Access Filing (Post-11) 

2 portion of Issue 6 (Operating Revenues). In settlement of Issue 

3 6d, staff and USWC agree: 

4 The annualized test year should be adjusted to include the 

5 switched access changes, as shown· in Schedules 1 and 2, 

6 Column 30. 

7 15. Issue 7b involves the AT&T Postretirement Benefit 

8 Sharing portion of Issue 7 (Employee Benefits). In settlement of 

9 Issue 7b, staff and USWC agree: 

10 The annualized test year should be adjusted to include AT&T 

11 unfunded postretirement benefits cost-sharing, as shown in 

12 Schedules 1 and 2, Column 33. 

13 16. Issue 7c involves the Disability Pension Payment 

14 True-Up (Post-8) portion of Issue 7 (Employee Benefits). In 

15 settlement of Issue 7c, staff and USWC agree: 

16 The annualized test year should be adjusted to include a 

17 disability pension payment true-up, as shown in Schedules l 

18 and 2, Column 34, 

19 1z,. Issue 8bl involves the 1996 Occupational Wage Increases 

20 (Pre-16.l portion of Issue 8 (Operating Expenses and Truces) . In 

21 settlement of Issue 8b1, staff and uswc agree: 

22 The annualized test year should be adjusted to include the 

23 January 1, 1996, occupational wage rate changes, as shown in 

24 Schedules 1 and 2, Column 38, 

25 Ill 

26 Ill 
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1 18. 

ORDERNO. lJ fJ - i 9 1 ,,..,.,.,,, 
Staff/2 
Lambeth/a 

Issue 8c involves the SFAS 109 Accounting for Income 

2 Taxes portion of Issue 8 (Operating Expenses and Taxes). In 

3 settlement of Issue 8c, staff and USWC agree: 

4 Adoption of SFAS 109 has no revenue requirement effect for 

5 USWC, as sho~m in Schedules land 2, Column 39, 

6 19. Issue 8d involves the SFAS 112 Accounting for 

7 Postemployment benefits portion of Issue 8 (Operating Expenses 

8 and Truces). In settlement of Issue 8d, staff and USWC agree: 

9 Adoption of SFAS 112 has no revenue requirement effect for 

10 USWC, as shown in Schedules 1 and 2, ·column 4·0. 

11 20. Issue 8e involves Ballot Measure 5 Property Truces 

12 (Post-6) portion of Issue 8 (Operating Expenses and Taxes). In 

settlement of Be, staff and USWC agree: 

14 The annualized test year should be adjusted to include the 

15 effects of Ballot Measure 5 property taxes, as shown in 

16 Schedules 1 and 2, Column 41. 

17 21. Issue 8g involves the Oregon Depreciation 

18 Represcription (Post-14) portion of Issue 8 (Operating Expenses 

19 and Ta:ices). In settlement of Issue 8g, staff .and USWC agree: 

20 The annualiz·ed test year should be adjusted to include the 

21 new depreciation rates authorized in Docket UM 767, as shown 

22 in Schedules 1 and 2, Column 43. 

23 22. Issue 8h involves the Aircraft portion of Issue 8 

24 (operating Expenses and Taxes). In settlement of Issue Sh, staff 

25 and uswc agree: 

?.6 Ill 
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ORDER NO. Staff/2 
Lambeth/9 

1 No aircraft adjustment should be made, as shown in 

2 Schedules 1 and 2, Column 44, 

3 23. Issue Si invoives the Advertising portion of Issue a 
4 (Operating Expenses and Taxes}. In settlement of Issue Si, staff 

5 and USWC agree: 

6 No advertising adjustment should be made, as shown in 

7 Schedules 1 and 2, Column 45. 

8 24. Issue 8m involves the Purchase Rebates portion of Issue 

9 S (Operating Expenses and Taxes}. 

10 staff and uswc agree: 

In settlement of Issue am, 

11 The annualized test year should be adjusted to include· 

12 purchase rebates, as _shown in Schedules 1 and 2, Column 49. 

13 

14 

15 

16 

of 

25. 

Issue 

The 

the 

Issue l.0 involves Separations. 

10, staff and USWC agree: 

intrastate separation factors used 

test year (as shown in Schedule 3) 

In partial settlement 

to initially separate 

should be modified to 

17 include the effects of the sale of exchanges to PTI, the 

18 1995 BAS conversions, and the -J.996 EAS conversions. The 

19 modified separations factors will be used to develop the 

20 a_dj11Stment for Issue l.0 by talcing the difference between the 
' 

21 test year as initially separated and test year separated 

22 with the modified separations factors. 

23 However, Staff and uswc do not agree on the expenses, rate base, 

24 and taxes which affect the final separations factors. 

2s Ill 

26 Ill 
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ORDERNO. 0 lJ ~· 19 1 _,,...., 
Staff/2 
Larnbeth/10 

1 , 26. This Stipulation covers only the issues listed herein 

2 and shall not preclude any party from litigating any issues not 

3 covered by this Stipulation. 

4 27. The parties agree that the agreements reached in this 

5 Stipulation will not be cited in other proceedings as indicative 

6 of a party's position on the issues resolved or as any type of 

7 precedent for other cases. 

8 28. Although the parties stipulate and agree herein to 

9 certain amounts or figures, such stipulations do .. not constitute 

10 any agreement or acquiescence by any party to the method or 

11 theories used by any other party in deciding to enter into this 

12 Stipulation. No party agrees that the method used by any other 

-, party in reaching this Stipulation is appropriate or superior. 

29. The parties recommend that the Commission adopt this 
-

15 Stipulation in its entirety. The parties have negotiated this 

16 Stipulation as an integrated document. Accordingly, if the 

17 Commission rejects all or any part of this Stipulation, or adds 

18 elements to the Stipulation in any Order which are not 

19 contemplated by the Stipulation, each party reserves the right to 

20 withdraw from the Stipulation upon written ·notice to the 

21 Commission and the other parties within fifteen (15) days of 

22 rejection. 

23 30. The parties ag-ree that this Stipulation in no manner 

24 binds the commission in ruling on this docket and does not 

25· restrict the Commission's exercise of its discretion in this or 

26 any other proceeding. 
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ORDER NO. 0 0 - I 9 1 "" ""'1 

1 U $ WEST communicatioXl/3, rnc. 

2 By: •m~ 'K_. J./.~J 
3 Title;~ O:J-:1.~, 
4 Da,te: ~ «, l(J<jt., 

5 

6 l?Ub11c Utili}f commission Staff 

7 By, KA_ t'JA..,-f'f • ~ 
8 Tit.le, M:}J. ~ S)t.,iff-

9 Da.te: '{ / 2./ 'rt' 
10 

11 
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ORDER NO, 

Docket UT 125 
U S WEST Communications, Inc. 
SEPARATIONS FACTORS 

Uno 
~ 

AeYPDYl'15: 
1 Local Sor.1<0 & EAS 
i Notwork Aocess 
• Long Dl,tanoo 
' D!/aolo,y 
• Billlng&Colteciloo 
• Ml<~ 
7 ~OS 

Expenses; 
1 Plant Spocllio 
' o.proclal!oo & MlO!tizallon 
" Plant Nornpecilio 
11 - (lolorttabl) 
u ,-._(mtra.tata) 
1' Cffllomot'()porations (OX. B&C) 
" lllltlng & ~ 
ts Co<porot,,Opora!loos 
10 Other GalM & losses 
11 Avorego Exponsos 

Rate Base: 
" PlantloSoM::a 
10 Plant Atjuslment 
o> Matedals & Supplies 
21 h:cunolatad DoprGclallon 
.,_ ~ Am<xtiialioo 

·., hrunw.tedDerooooTaxes 
"' Average Rsle Base 

OthcrTnxes: 
,s PLIO Feo 
., Bas«! 00 llool( Cost (Property Taxes) 
,r Fisnehlse Fees 
,. Pooland l.loonso & P•rmit 
., FCOFoo , 
., Olhor Op<raUng Taxes 
11 AVO<O(lOOlhorTaxes 

State lneomcio'-0 
12 ll<lt Defoood Deproclal!on & Leases 
" Depcecial!on on lido ,oooros 
1-f. k\torost 
as Net Othor Md!lions (l)Qduc1i<>M) 
" OelrualGd Stabl lnoome Tax 
.,. Prlo< 0ar8"'><1s1ata Income Tex 
M CUnontSlato lnoomo Tax 
" Not Pol1!ruld lnooma Texes 
.. CumlntllafeltadStatolnoomoTox 
" Avoroga Slat<> Income Tox 

fedora! fnPOmeiox, 
" Not Oarorrad 0.Jl(eclal!on & I.Oases 
.,_ Depooclal!on on lido rGcoros 
<> CUtrentSlat• Income Tox 
.« CummlPortiandlll001ll8 Toxas 
., 1111<>/ot 
" Net other M<lllon• (Ooduotions) 
" c.Jc\Aatod f«lorol lnoorno Tox 
" Prlo< De,.rro<l Fedora! 1ncOtnG Tox 
.:i CUrrenl Fedeffll lncomo Troe 
so CUrrent Oeferrtd FoderAI kwome l$X 
,1 lnvo,unont Tt.X Crtdl$ 

Factors Used 
In C)lumns 

14•52 

100,QOO()<I/, 
25.4078¾ 
81.69W!. 

100.0000% 
29.62341/. 
86.1078% 
ca!wlated 

7.1.8180¾ 
70.33(!5¾ 
70.6973'/4 
0.0000¾ 

100,0000¾ 
79.<IAA9'/4 
(ff.76',/:T¾ 

74.2140¼ 
70.66<10% 

,um 

71,0911'/4 
71.1297% 
72.2069¾ 
71.0237% 
73,7006'/4 
71.2241¾ 

""'llll\'lj 

sum 

ca/cu/atod 
ca/CU/ated 
100.000()0/. 
100.~/4 

0.0000%, . 
71.23004/, 

wm 

70.3365'1. 
70.3:l65¾ 
ca/c<il,>ted 
71.2300¾ 
calctJ/aled 
70.0031¾ 

wm 
71..23<Xt='/ • 
70.0031¾ .,,,,, 
70.3365¾ 
70,33654/4 
ca!wlaled 
71.2300'/4 
ca/Wlalod 
71.230Y't. 
ca/C<MllOd 
70.0031% 

,um 
70.00311/, 
71,0981'/. 

Staff/2 
Lambeth/18 

Schedule 3 
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Li1e 
No, 

1 

2 
3 
4 
5 
6 
7 

- 8 

9 
10 
11 
12 
13 
14 
15 
16 

17 

-... ~ 
Base Year 

Uncollectlbles: 
Local 
Access 
Long Distance 
Directory 
Billing & Collection 
Other 

ORDER NO, 

Docket UT 125 
U S WEST Communications, Inc. 
NET-TO-GROSS FACTORS 

Local 
Service 

(a) 

100.0000% 

0.8911% 

Net Intrastate Uncollectlbles 0.8911% 

Franchise Fees 1.7990% 
PUC Fee 0.2000%-
State Income Tax (SIT) Base 97.1099% 
SIT Statutory Rate 6.6000% 
SIT Effective Rate 6.4093% 
Federal Income Tax (FIT) Base 90,7006% 
FlT Statutory Rate SS.0000% 
FIT Effective Rate 31.7452% 

.. 

~-
NET-TO-GROSS MULTIPLIER 169,6200% 

Network 
Access 

(b) 

100.0000% 

0.1587% 

0.1587% 

0,2000% 
99.6413% 
6.6000% 
6.5763% 

93.0650% 
35.0000% 
32.5728% 

1§5,3110% 

Staff/2 
Lambeth/19 

Schedule 4 

Long 
Distance 

(c) 

100.0000% 

0.7203% 

0.7203% 

0.2000%. 
99.0797% 
6.6000% 
6.5393% 

92.5404% 
35.0000% 
32.3891% 

j66.2fi0~ 

APPENDIXB 
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ORDER NO. 0 Q •- 19 I ,..,~ ~, 

I 

2 

3 

4 

BBFORB THE PUBUC UTILITY COMMISSION R E C E I '1. E 0: 

5 In the Matter of the 
Application of U S WEST 

6 Communications, Inc., 
for an Increase in Revenues. 

7 

8 I, PARTIES 

OF OREGON 

UT 125 OEC 1 1 1996 
Public UllOly Commission ol Orogon 

Mmlnlslrotlvo tt,iarlngs Division 

i SECOND STIPULATION 

9 The initlal parties to this Second Stipulation are U S, WEST Communications, Inc. 

0 (USWC), and the Public Utility Colllillission of Oregon's staff (staff), This stipulation will 

1 be made available to the other parties to this Docket, who may participate by signing and 

.2 filing a copy of tbis Second Stipulation. 

n. RECITALS 
. ' 

.4 On December 18, 1995, USWC filed a petition for an increase in revenues pursuant 

.S to Order No. 91-1598. Staff subsequently conducted extensive discovery. Staff submitted a 

.6 settlement offer to USWC. After exchanges of information and disou~sions, staff and USWC 

.7 entered into ·a stipulation on August 2, 1996 (ffthe first Stipulation"), for tile purpose of 

l8 partially resolving issues in the revenue requirement phase (Phase I) of this Docket. 

l9 After further exchanges of information and discussions, staff and. USWC enter -into 

W this Second Stipulation for tile purpose of resolving some 'Otller issues in tile revenue 

H requirement pbase (Phase I) of this Docket. This Second Stipulation.represents only a partial 
I • 

ii settlement, and all issues not settled here~, or in tile f u:st Stipulation, remain contested. 
' . . ) 

i3 m. STIPUL'ATION "' 

24 USWC and staff stipulate and a.bee as 'fo)lows: 

25 l. . Iss1.1e lb lt,tvolves Net-to-Gross Factors, Staff and USWC agree .to .use the net-

7 ,to-gross factors shown in Bxltlblt Staff/3, Lambeth/4; Columns d through f. This agreement 

•AGB 1 • SECOND STIPULATION 

DEl'~OO ,11.161JCE 
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ORDER NO. 

1 supplements the partial settlement of Issue No. 1 in the first stipulation, page 2. 

2 2. Issue 4g(l) involves the Part 64 Still Regulated portion of Issue 4 (Affiliated 

3 Interests and Corporate Allocations). In settlement of Issue 4g(1), Staff and USWC agree to: 

4 (a) Allocate 74.65 percent of USWC's total Oregon miscellaneous revenues 

5 to intrastate operations. 
-

6 (b) Separate USWC's total Oregon expenses between interstate and 

7 ,intrastate jurisdictions, 

8 The resulting adjustment is shown in Exbibit Revised· Staff/3, Lambeth/10, Column 23 . .. -
9 .. 3.c;.:... Issue 4g(2) involves the imputation of revenues to render the Part 64 Still 

JO Regulated seivices revenue-requirement-neutral. Issue 6c reflects the nonnalization of 

11 Tariff, Price and Contract Changes made after January 1, 1995. Staff and USWC agree that 

12 $94,538 of net revenues associated with Issue 6c is attributable to Voice Messaging Service 

13 promotions. Therefore, staff and USWC agree that, if the Commission adopts both of staff's 

14 adjustments under Issues 4g(2) and 6(c), the imputation amount under Issue 4g(2) should be 
. 

15 reduced by $94,538 to prevent doubkxounting of new Voice Mall Service revenues. If the 

16 Commission adopts neither, or only one, of these two staff adjustments, no change is 

17 required. 

18 4. . Issue 7a(l) involves the SFAS 106 Postretirement Benefits portion of Issue 7 

19 • (Employ~ Benefits). In settlement of Issue 7a(1), Staff and USWC agree on the amount of 

20 the adjus~ent as follows: 

21 (a) If the Commission adopts staff's recommendation to amortize the 

. 22 Transition Benefit Obligation (TBO) as though no curtailments related to 

23 reengineerlng have been or will be recorded, then the amount of tlte adjustment .shall 

24 be as sltown in Exltlbit Revised Staff/3, Lathbeth/17; Column 32; or 

25 (b) If tlte Commission adopts USWC's position that curtailment expenses 

26 . will continue during some portion of the period when rates from this Docket are in 

PAGB 2 - SECOND STIPULATION 
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1 effect and should be spread over the entire rate period, then the Commission should 

2 adopt USWC's adjustment as shown in Exhibit USW/92, Total State, page 81 column 

3 32b. 

4 5. Issue 7d involves the Pension Accounting portion of Issue 7 (Employee 

5 Benefits). In settlement of Issue 7d, staff and USWC agree to (1) leave the negative expense 

6 in USWC's operating expenses, (2) leave accumulated deferred taxes in USWC's rate base, 

7 and (3) add the pension· asset to the rate base, The resulting adjustment is shown In Exhibits 

8 Revised Staff/3, Lambeth/17, Column 35, and USW/92;--Total·State;·page ~,·Column 35b. 

9 6, Issue 7e involves the End of Compensated Absences Accrual·portion of Issue 7 

10 (Employee Benefits). In settlement of Issue 7e, staff and USWC agree to adjust the test year 

11 for tliis accrual, whicli will end in December 1997,• The resultin; adjustment is shown in 

12 Exhibits Revised Staff/3, Lambeth/17, Column 36, and USW/92, Total State, page 9, 

Column 36. 

14 7. Issue 8b(2) involves the Other Payroll Changes portion of Issue 8 (Operating 

15 Expenses and Taxes). Staff and USWC agree that the payroll tax expenses should be 

16 increased by $298,000, Staff and USWC also agree on how to calculate the wage increase 

• 17 adjustments, which are shown in Attachment 1 to this Stipulation, which attachment is 

18 incoq,orated herein, but USWC does not agree that the adjustments should be included _in the 

19 test year. 

20 8. Issue Sf involves the ORS 291.349 Income·Tax: Refund-portion of Issue 8 

21 • (Operating Expenses and Tuxes). In settlement of Issue Sf, staff and USWC agree that the 

22 effective state income tax rate should be 6.27 percent (to reflect the effects of periodic tax 

23 refunds). This agreement affects USWC's current income tax expenses and the net-to-gross 

24 factor. See•Bxhibit Staff/1, Lambeth/71-72. However, the amount of the adjustment (see 

25 Exhibit Revised Staff/3, Lambeth/17, Column 42) depends on wlli.ch of the oth~r adjustments· 

n,; the Commission adopts in 'this Docket. 

PAGE 3 • SECOND STIPULATION 
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ORDERNO. 

I 9. This Second Stipulation covers only the issues listed herein and shall not preclude 

2 any party from litigating any issues not covered by this Second Stipulation. 

3 10. The parties agree that the agreements reached in this Second Stipulation will not 

4 be cited in other proceedings as indicative of a party's position on the issues resolved or as 

5 any type of precedent for other cases. 

6 1 I. Although the parties stipulate and agree herein to certain amounts or figures, 

7 such agreements do not constitute any agreement or acquiescence by any party to the method 

8 or theories used.by any other party in aecidlng to enter into this Second Stipulation, No 

9 . party agrees that the method used by any other party in reaching this Second Stipulation is 

10 appropriate or superior. 

11 12. The parties recommend that the Commission adopt this Second Stipulation in its 

12 entirety. The parties have negotiated this Second Stipulation as an integrated document. 

13 Accordlngly, if the Commission rejects all or any patt of this Second Stipulation, or adds 

14 elements to this Stipulation in any order which are not contemplated by this Stipulation, each 

1~ party reserves the right to withdraw from this Stipulation upon written notice to the 

16 Commission and the other patties within fifteen (15) days of rejection. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 
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1 13, • The parties agree that this Second Stipulation in no manner binds the 

2 Commission in ruling on this Docket and does not restrict the Commission,.s exercise of its 

3 discretion in tWs or any other proceeding, 

4 

5 

6 U S WEST Communications, Inc. 

7 By:~~.J./.~ 

8 Title: ~ ~ 
9 Date: 17 ~ o2 "1 .) I 9 7 f.o 

10 

11 Public Utility Commission Staff 

12 By: ~4; .• 
'Iitle: ~w d?(y fut~ 

14 Date: ~ /Ii /ff? 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

WBW0604.PLE 
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Docket UT 125 
U S WEST Communications, Inc. 

TOTAL OREGON 
Issue 8b(2), Other Payroll· Changes 

diJ!·· ,,..~-

moo e-«~1 Cllllnm,s 
1 Wage Increases 
2 FICA, 'Savings Plans & Group Ufe 
3 Total 1996 Wage Adjustments 

1997 Payroll Changes 
4 Wage Increases 
5 FICA, Savings Plans & Group Life 
6 Total 1997 Payroll Changes 

Payroll 
Changes 
Before 

Disputed 
Issues .. 

(a) 

1,907,271 
222,045 

2,129,316 

7,423,101 
778,915 

8,202,016 

Issue 8a 
Team 

lncentlves 
Included In 

Management 
Wage Base 

. (b) 

(168,658) 
{19,63§) 

(188,293) 

(169,876) 
{19J77) 

(189,653) 

Issue 9a 

Reenglneered 
Wages 

Included In 
Wage Base 

(c) 

(471,597) 
(47,594) 

(519,191) 

(475,003) 
{47,938) 

(522,941) 

Attachment 1 

Total 
Disputed 

Adjustments 
(b)+(cl 

(d) 

(640,255) 
{67,229) 

(707,484) 

(644,879) 
{67,71§) 

{712,594) 

Adjusted 
Total 
(a) 

1,267,016 
164,816 

1,421,832 

6,778,222 • 
• 711,200 

7,489,422 

7 Total Payroll Changes 10,331.332 (3TT.946l (1,042,132) (1,420.078) 8,911,254 

~ccount{!lsltlllli!IQO: 
8 Plant Specific 15.64% 1,605,489 (58,733) . (161,947) (220,680) 1,384,809 
9 Plant Nonspecific 22.80% 2,355,644 (86,172) (237,606) (323,778) 2,031,766 
1 O Customer Operations 30.12% 3,111,797 (113,837) (313,890) (427,727) 2,684,070 
11 Corporate Operations 31.64% 3,258,602 (119,204). (328,689) {447,893) 2,810,609 . 
12 Total Operating Expense 10,331,332 (377,!l46) (j,042,1a2) (:1,420,QZ!!) !l.!l:I :I ,264 
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Fig. 
No, 

Tariff 
FIiing 

ORDER NO, U (l '"' 

2ND REVISED STAFF EXHIBIT 

-~ f"'~ 
i: ;~·/ 

Staff/86 
Ball/2 

PRICE CHANGES MADE AFTER JANUARY 1, 1995 
Tariff Data 

Effective 
Date 

Number of Annual\z"lf Adjuslmen! 
Annual Annual Days to Add 

Revenues Expanses Annual\zed Revenues Expenses Ne! Effeo! 
Pt<USVM~ PttllS'IW1Yhi< Test Year 
PJ9t(f~ P,pt<l~ C«.3•3456.yt Col.1+l45f¥p. 

1Mf5",Qi ~~ M2.•JM.f,11»5 )(C(,[.' xC<,ll 

' (91,356) 
(91,356) 
222.209 
(58,060) 

(198210 
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IN THE COURT OF APPEALS OF THE STATE OF OREGON 

NORTHWEST PUBLIC 
COMMUNICATIONS COUNCIL, 

Petitioner, 

TRANSMITTAL OF SHORTENED 
RECORD AND CERTIFICATE 

v. Appellate Com1 No. CA No. ·Al66810 

QWEST CORPORATION, fka U.S. West Agency Case No. UT 125 
Communications, Inc. and PUBLIC 
UTILITY COMMISSION OF OREGON, 

Respondents. 

FILED 
COURT OF APPEALS 

VOLUME III 

ITEMNOS.17-22 

MAR 211018 
STAT~ffiT AGMINl$1RATOR 

Dy ~~ft:~---- Deputy 

I 
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ORDER NO. Q Q - 19 Q "'""'"' 
ENTERED APR 1 4 2000 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

UT 125/UT 80 

In the Matter of the Application of 
U S WEST Communications, Inc., for 
an Increas.e in Revenues. 

) 
) 
) 

• ORDER 

DIS_POSITION: STIPULATION ADOPTED; ORDER NO. 96-107 
MODIFIED; ORDER NOS. 96-183, 96-286, AND 
97-171 RESCINDED 

Backgr.ound. This docket began in December 1995, when US WEST 
Com_munications, Inc., (USWC) submitted its general rate filing with the Commission 
pursuant to the terms of the Alternative Fo11n of Regulation (AFOR) adopted by the 
Commission in 1991.1 In its filing, USWC requested a revenue increase of $28 million. 
The case was bifurcated into a revenue requirement phase (Phase 1) and a rate design 
phase (Phase 2). By Order No. 97-171, the Commission completed the revenue 
requirement phase. In that order, we rejected USWC's requested increase and instead 
ordered a revenue reduction of $97.4 million and a refund of $102 million, retroactive to 
May 1, 1996. We adopted an authorized rate of return of 8.77 percent forUSWC. 

USWC appealed the Commission's order to Marion County Circuit Comt 
and moved for a stay. On July 16, 1997, the Circuit Court stayed the order, including • 
USWC's obligation to issue any refund to its customers, The Circuit Cour\, in a 
judgment entered February 19, 1998, reversed and modified Order No. 97-171. The 
Commission appealed the judgment to the Court of Appeals, and USWC cross-appealed. 
The appeals involving Order No. 97 -171 are called below the Rate Case Appeals. . 

In addition to the UT 125 issues on app_eal, USWC has filed an appeal 
with respect to refund methodology. Order No. 91-1598 (Docket UT 80) stated that any 
refund would be calculated using USWC' s actual" earnings during the interim rate period. 
In Order No. 96-183, at 4, the Commission stated that any refund would be based on "the 

. difference between the permanent rate level established in pending docket UT 125 and 

1 The AFOR was adopted in Order No. 91-1598 and was due to expire on December 31, 1996. The 
Commission tenninated the AFOR as of May I, 1996, because of service quality problems. Under the 
tenns of the AFOR, USWC was required to submit a general rate filing pursuant to ORS 759.180 at least 
nine months before expiration of the AFOR. USWC filed its general rate case on December 18, 1995. 
USWC's rates have been interim rates subject to refund with interest since May I, 1996. 
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ORDER NO. 0 Q _ 1 9 Q . , 
m«>l""":I 

the current interim rate level, assuming that the latter amount of revenues is greater than 
the former." Specifically, the Commission ordered, at 5, that "the annualized test year 
from January 1 to September 30, 1995, as modified by adjustments ordered in docket 
UT 125, shall he used to determine whether [USWC] overearned during the period from 
May 1, 1996, to the effective date ofrates established in docket UT 125." USWC 
believed that this decision contravened the plain language of the AFOR order and 
increased USWC's potential refund liability. Accoi·dingly, USWC appealed Order 
Nos. 96-183 and 96-286 (the order denying reconsideration) to the Circuit Court of 
Marion County. The Circuit Court affirmed the Commission's orders and USWC 
apJ)ealed to the Couit of Appeals, where the action is still pending. This appeal is 
referred to as the Refund Methodology Appeal. Both sets of appeals together are referred 
to as the Appellate Litigation. 

At present, USWC's rates have been interim rates since May 1, 1996. 
USWC's ratepayers have received no refund, although the Commission ordered one 
nearly three years ago. The Appellate Litigati_on is pending, and ifUSWC prevails, there 
is a possibility that ratepayers will receive no refund. 

Settlement negotiations began in November 1998 in an effort to resolve 
the revenue requirement phase of the case and proceed to the rate design phase. USWC, 
Commission Staff(Staff), Citizens' Utility Board (CUB), and American Association of 
Retired Persons (AARP) attended all negotiation sessions. On August 5, 1999, Staff and 
USWC reached a settlement in principle. They drafted a Stipulation that was executed on 
September 9, 1999. Negotiations took ten months, in part because USWC and Staff were 
originally almost $50 million apart in their positions. 

As detailed below, the Court of Appeals partially lifted the stay and held 
the Appellate Litigation in abeyance for the purpose of permitting the Commission to 
consider the Stipulation. The Stipulation is also designed to resolve the issue of refund 
methodology from UT 80. On November 8, 1999, Staff filed testimony and exhibits in 
support of the Stipulation. USWC filed testimony in suppott of the Stipulation on 
November 12, 1999. CUB, Western States Competitive Telecommunications Coalition 
(WSCTC), AT&T, and Telecommunications Ratepayers Association for Cost-based and 
Equitable Rates (TRACER) filed testimony opposing the Stipulation in whole or in part. 
No party required cross-examination of any other, so no heal'ing was held. All parties 
who filed written testimony on the Stipulation executed a stipulation to admit testimony 
and exhibits filed with respect to the Stipulation. That stipulation to admit testimony and 
exhibits was filed February 9, 2000, and all testimony and exhibits covered by the 
stipulation are part of the record in this case. The parties that submitted testimony filed 
briefs, as did AARP and Teligent, Inc. 

The Stipulation. The Stipulation reached between Staff and USWC in 
• resolution of the Appellate Litigation is attached to this order as Appendix A. The 

Stipulation entails a number of changes to the findings and conclusions of the 
Commission's Phase I rate case order in UT 125, Order No. 97-171, which is rescinded by 
this order. Appendix B to this order, based on the testimony of Staff witness Terry 
Lambeth, details the revenue requirement effects of the Stipulation on USWC's Oregon 
intrastate revenue requirement. Appendix Bis based on Appendix A to Ot'der No. 97-171. 
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The Stipulation consists of three p!\fls: 

A. An agreement on procedures to implement the Stipulation; 
B. A description of and procedures for distributing the refund; and 
C .. A description of and procedures for implementing a temporary bill 

credit pending implementation ofa final rate design in UT 125. 

A. Procedures to Implement the Stipulation. In July 1997, the Circuit 
Court entered a stay of all proceedings pertaining to Order No. 97-171. Before the 
Stipulation could be presented to the Commission, the Court of AP,peals had to lift the 
stay for purposes of allowing the Commission to consider the Stipulation. On 
November 4, 1999, the Court of Appeals granted the joint motion of US WC and the 
Commission to lift the stay and allow the Commission to consider the Stipulation. 

If the Commission rejects or modifies the Stipulation, both Staff and 
USWC have the right to withdraw from their agreement. If this occurs, the Appellate 
Litigation would resume. If the Commission adopts the Stipulation, the Commission and 
USWC will Jointly move the Court of Appeals to dismiss the Appellate Litigation. 

If the Commission approves the Stipulation, USWC agrees to implement 
the refund and temporary bill credits within 45 days after the Commission disposes of 
any motions for rehearing or reconsideration. Once the Commission disposes of any such 
motions, USWC is obligated to implement the refund and temporary bill credits despite . 
pendency of any appeals of this order. • 

B. Description of and Procedures for Distributing the Refund. USWC 
will make a one-time refund of revenues to its Oregon local and access customers. 
The total amount, set forth in Exhibit A to the Stipulation, varies from $222.7 to 
$272.8 million, depending on the date of the refund. Oregon local service customers who 
subscribe to the services shown on Exhibit A, page 2 of the Stipulation will receive 
86.2 percent of the refund, in-the amounts derived in accordance with the methodology 
illustrated in that exhibit. 

To be eligible for a refund, local customers must be on the USWC 
network as of the date of the refund and have had service 60 days prior to the refund date. 
Local customers will receive their refunds on a per-line basis and the amount per line will 
be determined by the type of service on each line. Local customers will receive their 
refunds in the form of a bill credit. 

The refund to interexchange carriers (IXCs) is shown on Exhibit A, 
page I. The amount due each IXC is based on the ratio ofUSWC's billed intrastate 
switched access revenues from each IXC to the total USWC intrastate switched access 
billed revenues during the 12 months immediately preceding the refund date. Refunds to 
IXCs will be by check. 
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The amount of the refund is given in a range because Staff and USWC did 
not know exactly when the refund would be made, The amount each local retail 
customer receives depends on which eligible service the customer subscribes to, the 
number of customers who subscribe to the eligible services, and the date of the refund, 
Because of the variables, the Stipulation requires USWC to calculate the refund as near 
as possible to the date of the refund, Carrier access customers will receive 13.8 percent 
of the total refund, the same percentage as in Order No. 97-171. 

The Stipulation protects USWC from issuing double refunds in case a 
Commission order approving the Stipulation is•reversed or modified by a court. It also 
guarantees that any.subsequent additional refunds would be subject to interest at the 
current authorized rate of return, 

No later than 45 days after the Commission disposes of any petitions for 
reconsideration of this order, USWC will issue the refund. At its sole discretion, USWC 
may make the refund earlier if it so chooses. The services subject to refund are the same 
as those specified in Order No. 97-171. 

C. Temporary Bill Credit. Beginning from the date of the refund and 
extending until permanent rates become effective, as determined in the rate design phase 
of this docket, USWC will use bill credits and switched access rate reductions to reduce • 
the company's revenues by $63 million per year. This calculation is made in. reliance on 
USWC's local billing units as of August 31, 1997, and USWC's carrier common line 
minutes of use for the five months preceding and six months following August 1997. 
The actual effect of the reduction in revenues will be greater than $63 million because of 
the company's growth since 1997, 

The services eligible for the temporary bill credits are the same as those 
that receive the one time refunds. Exhibit B to the Stipulation calculates the temporary 
bill credits. These are $1.85 for a private line, $2.47 for residential and Centrex Jines, 
$5.93 for a simple business line (lFB), and $6.68 for complex business line. Switched 
access customers will receive temporary rate reductions in both originating and 
terminating carrier common line charges. 

The refund is a separate item from the temporary bill credits. The refund 
is a return of revenues collected from customers, made in settlement of potential lia!lility 
to make refunds at soirie future date. The bill credits reflect a reduction going fo1ward in 
revenue requirement pending conclusion of the rate design portion of this docket. 

Parties' Positions. AARP opposes both the content of the proposed 
settlement and the process by which settlement was reached, AARP believes that Order 
No. 97-171 is reasonable and in accordance with applicable law. AARP opposes 
reducing the refund amount as a transfer from ratepayers' to USWC' s pocket. AARP 
also takes issue with the fact that the agreement allows USWC to add new plant to its rate 
base, a decision that accounts for 85 percent of the change in revenue requirement. 
AARP notes that Staff's agreement includes no mechanism to monitor whether USWC 
uses its additional plant to improve service quality. 
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Finally, AARP has concerns with the proposed reduction of the interest 
rate to be applied to the outstanding ratepayer refund, from 11.2 percent in Order 
No. 97-171 to 8.77 percent in the proposed Stipulation. According to AARP, the 
reduction amounts to a $10 million reduction of the total refund. 

CUB opposes the Stipulation in general. According to CUB, the 
Stipulation is the result of political pressure and does not benefit customers. CUB argues 
that the proposed settlement gives away the fairly determined refund and revenue 
reduction determined in Order No. 97-171. 

CUB asserts that this is the last traditional rate case USWC will ever see. 
Therefore, CUB claims that customers will Jive with the decisions in this case until the 
legislatUl'e or the voters reset prices. CUB questions whether the speed of settlement is 
worth the reduction in customer benefits, since anything given away might never be 
returned to customers. 

CUB believes that USWC ~rought political pressure to bear on the 
Commission to settle the case rather than to°jiroceed in such a way as to analyze issues in 
the best interests of customers. Specifically, CUB believes that USWC tried to use 
Senate Bill 622 (SB 622) as a mechanism for settling the case and withdrew its legislative 
proposal only because it was assured that the rate case would be settled at an acceptable 
revenue requirement reduction. 

CUB contends that the Stipulation violates the agreement among CUB, 
TRACER, USWC, and Staff that was adopted by Order No. 96-107. There, the parties 
agreed that the interest rate on the refund would be 11.2 percent. Here, Staff and USWC 
propose an interest rate of 8. 77 percent, constituting a dollar value difference to 
customers of $15 million (assuming a refund of$58 million). 

CUB asserts that Staff has violated the used and useful standard set out 
in ORS 759.2852 by including in rates additional plant investments made between 
May 1996 and December 1998. Staff argues that it is too difficult to adjust a future test 
year, but CUB disagrees, pointing out the Commission used a future test year in the PGE 
rate case, UE 88, but did not include the Coyote Springs plant in that test year. Coyote 
Springs was added to rate base in UE 93, after it came on line. Finally, CUB contends 
that it is inappropriate to adopt 40 new adjustments to the rate case, as Staff has done, 
without extending the proceeding and allowing parties to review work papers, submit 
data requests, and respond. • 

CUB objects to the proposed refund procedwe and to the amount of the 
proposed refund in the Stipulation. Staffs evidence submitted in support of the 
Stipulation arrives at a $58 million figure for the refund, not the $53 million Staff now 
proposes. CUB acknowledges that the reduction going forward is set at $63 million per 
year, an increase of $5 million over the $58 million figwe, but argues that this is not a 

;. ORS 759.285 provides: "No telecommunications utility shall, directly or indirectly, by any device, 
charge ... rates which are derived from a rate base which includes within it any construction, building, 
installation or real or personal property not presently used for providing utility service to the customer." 
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fair trade, because we do not know how much of the rate reduction going forward will 
flow to customers and how much to shareholders. CUB claims that some of the revenue 
reduction actually covers competitive losses experienced by USWC. If price reductions 
are applied to services that are shrinking, the value to customers as a whole declines. 

AT&T proposes only one change to the Stipulation. AT&T urges the 
Commission to adopt a time frame other than the 12 months proposed in the Stipulation 
to more appropriately distribute the refund amount intended for the interexchange 
carriers. AT&T proposes this change to reflect the state of the IXC market over the time 
frame during which overpayment of access charges occurred. 

AT&T recommends that the Commission adopt a time period beginning 
on May 1, 1996, and running up to the date of the refund, as originally contemplated in 
Order No. 97-171, to allocate the refund amounts to the IXCs. As currently proposed, the 
refund would be based on the amount the individual carrier paid USWC for access 
service over the 12 months preceding the refund date. 

AT&T argues that the current refund proposal would treat disparately 
situated IXCs the same by allowing a refund over the same one-year period for later and 
earlier entrants into the market, AT&T argues that the Commission should seek to 
reimburse customers who were assessed excessive charges. AT&T's recommendation is 
simply to use a longer period (from May 1, 1996, to the date of the refund) to allocate the 
refunds due to IXCs. The recommendation would not change the total amount of refund 
due to IXCs. 

Tlze Northwest Payplto11e Association (NPA) asks the Commission to 
condition approval of the Stipulation on USWC agreeing to a refund methodology that 
provides for refunds to former customers ofUSWC, Customers who have switched to 
competitors should receive refunds to avoid any anticompetitive distortion of the market. 
NP A fears that prospective refunds create an incentive to delay or curtail a change in 
competitive providers. Customers might remain on USWC's system rather than switch to 
a competitive local exchange carrier (CLEC), simply to receive the refund. 

NP A argues that former customers should be allowed to file claims for 
refunds or that the Commission should require USWC to locate and notify former 
customers. NP A asserts that if USWC were to publish notices and pe1mit former 
customers to file claims for refunds, the expense and burden would be fairly minimal. 

NP A contends that even if no other class of former customer receives 
refunds, former Public Access Line (PAL) customers should receive them. USWC bills 
are a large portion of payphone service providers' expenses. Moreover, payphone service 
providers are more likely than residential and other business line customers to be former 
customers ofUSWC at least as to some of their lines. 

NPA finally maintains that federal law may require USWC to provide 
refunds to payphone service providers. In its payphone orders, the FCC required local 
exchange companies including USWC to file cost based PAL rates. USWC was given a 
waiver excusing it from having the new rates in place by April 15, 1997, provided they 

6 

230 



ORDER NO, 0 Q - i 9 Q ~ .. , 

issue refunds to payphone service providers if the state Commission ultimately approves 
a rate lower than the rate filed by the local exchange company or the rate it had in place 
on April 15, 1997. Order on Reconsideration, Re Implementation of the Pay Telephone 
Reclassification and Compensation Provisions of the Telecommunications Act of 1996, 
CC Docket 96-128, FCC 96-439 (1996); Order, CC Docket 96-128 (DA 97-678 (1997)), 
NPA notes that the record does not clarify whether USWC would contend that its 1997 
PAL rate is appropriately cost based, 

Tel/gent argues that the refund mechanism proposed in the Stipulation will 
have an anticompetitive impact, would create a barrier to competition, and is inconsistent 
with the representations USWC made to the Marion County Circuit Court, Moreover, 
Teligent asserts that the proposed Stipulation would discriminate against USWC's former 
customers, including those who_ are now customers of CLECs. 

Teligent contends that former customers who have left the USWC system 
would be punished for. switching to a competitive alternative. Thus the proposed refund 
mechanism is unfair to fo1mer customers who are no longer on the system and to 
customers of longer standing, while it rewards new customers who did not overpay as 
m_uch as the older customers did. Even worse is the bill credit, according to Teligent, 
because it gives CLEC customers an incentive to return to USWC. Thus, Teligent 
argues, USWC can delay and hamper competition for an additional 45 days after the 
Commission adopts the Stipulation, thereby creating a new disincentive to customers to 
leave USWC for a CLEC. 

Additionally, Teligent believes that the refund mechanism raises legal 
issues under §253(a) of the Telecommunications Act of 1996 (the Act). That section 
provides: "No State or local statute or regulation, or any other State or local legal 
requirement, may prohibit or have the effect of prohibiting the ability of any entity to 
provide any interstate or intrastate telecommunications service." 47 USC §253. 

Teligent asserts that the fact that there is no concrete evidence in the 
record of anticompetitive effects should not be the dete1minant on this issue. Teligent 
argues that the incentives and disincentives for competition are obvious. 

Teligent maintains that USWC made representations to the Marion County 
Circuit Court that are inconsistent with the refund mechanism in the Stipulation. USWC 
represented that it would make reasonable effo1is to pay any refund to its customers as of 
May 19, 1997. Teligent urges the Commission to adopt the refund procedures articulated 
in the Superior Court of King County review ofUSWC's general rate case in Washington 
State, There, USWC was required to give refunds to former customers by advertising the 
availability of refunds for former customers each day for one week. The court also 
ordered USWC to allow at least 60 days for the former customers to submit their refund 
claims. 

TRACER also argues against the proposed refund mechanism, The 
proposed refund procedure, according to TRACER, is anticompetitive and unfair to 
customers who have been overcharged and have left the system or who have been on the 
system longer than customers who joined the system in time to qualify for the same 
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refund. TRACER fears that customers may delay or opt against changing service 
providers because of the refund mechanism. TRACER also urges the Commission to 
adve1tise the availability of the refund to all past customers or present customers about to 
change service providers. This would increase the costs associated with issuing the 
refund but TRACER believes the benefits merit the increase. Like Teligent, TRACER 
recommends some version of the Washington State general rate case refund provisions. 

WSCTC, whose members consist of Electric Lightwave, Inc.; GST 
. Telecom Oregon, Inc.; Advanced Tel Com Group, Inc.; Shared Communications Services, 

Inc.; Advanced Telecommunications, Inc.; Global Crossing Telemanagement, Inc.; and 
Global Crossing Local Services,· Inc., believes that the refund mechanism in the proposed 
Stipulation creates a barrier to competition and results in anticompetitive effects for 
CLECs. WSCTC recommends an alternative refund mechanism to diminish the 
Stipulation's anticompetitive harms by ensuring that former USWC customers who have 
switched to CLEC services receive their refunds without being forced to switch back to 
uswc. 

As to the proposed refund for Centrex services, WSCTC recommends that 
the Commission amend the proposed refund ratio for resellers from 1.00 to 2.40 to reflect 
the special circumstances that surround Centrex resellers. WSCTC has in mind the 
$5.40 per line surcharge to which Centrex resellers are subject. WSCTC also advocates 
treating Centrex resellers·on a par with business simple (lFB) customers. 

As to the proposed refund mechanism, WSCTC points out that CLEC 
customers must return to USWC to receive the refunds they are owed. Staffs and 
USWC's proposals for speedy refunds do not address the CLECs' concerns. WSCTC 
argues that if all USWC customers, including former customers now taking service from 
CLECs, are made eligible for the refund, a slight delay in processing the refund will not 
matter. WSCTC proposes that USWC issue refunds to current customers and also to 

• those former customers who have overpaid during the period in question and who have 
switched to a CLEC in the meantime. CLECs should be permitted to notify their 
customers that the customers·should contact USWC to receive the refunds owed them. 
USWC should be required to notify its current customers through a billing inse1t that the 
customers may elect to receive a check rather than a billing credit for their refund. 
Further, USWC must explain that checks must be issued for any remaining balances if 
the customer elects to switch to a CLEC. 

USWC argues in favor of the Stipulation, maintaining that it is in the 
public interest. USWC points out that its current rates have been interim for almost four 
years, leading to uncertainty for both USWC and ratepayers. USWC also notes that the 
Commission's initial order (Order No. 97-171) has been reversed in the Circuit Court and 
is cutTently on appeal. Moreover, ratepayers face the possibility ofreceiving a smaller 
refund, or none at all, if litigation proceeds. Third, the uncertainty ofUSWC's current 
rates impedes the development of competition by delaying implementation of rates more 
suitable to a competitive environment. The same uncertainty impedes USWC's ability to 
make needed investment decisions. All these issues would be put to rest by adopting the 
Stipulation. 
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USWC contends that the amounts of the refund and the rate reduction in 
the Stipulation are well within the range ofreasonableness. Since the possible outcomes 
of continued litigation range from no refund and a rate increase to the original figures in 
Order No. 97-171, the figures of the Stipulation_ represent an outcome clearly consistent 
with the public interest. USWC also points out that it made a major concession in 
agreeing to make refunds prior to all appeals of the order on the Stipulation having run 
their course. USWC acceded to Staff insistence that the timing of the refund was critical 
and that refunds be issued despite any appeals. 

In response to CUB's allegations that the Stipulation is the result of 
political pressure, USWC notes that CUB has provided no evidence in suppmt of its 
position. USWC also refutes CUB's asseition that the financial terms of the proposed 
settlement are umeasonable and do not stand up to normal rate case scrutiny. USWC 
argues that the terms are within the reasonable range and are even skewed in favor of 
ratepayers. CUB, according to USWC, ignores the fact that one reason the Circuit Court 
gave for reversing Order No. 97-171 was because the Commission failed to use normal 
rate case scrutiny. Specifically, USWC believes that adjustments that forecast changes in 
revenues and expenses to the mid point of a future 32-month period have not appeared in 
prior USWC rate cases and were not used in UT 141, the GTE rate case. 

In defense of the refund methodology, USWC points out that it is 
substantially the same as set fmth in Order No. 97-171. USWC states that its refund is 
limited to current customers because it does not have readily available ( on line) records 
for customers who leave the system. The effort of reviewing each monthly bill for each 
customer back to May 1996 could be a massive manual undertaking. 

USWC notes that the 60-day cutoff period is based on: Staffs desire to 
discourage customers from subscribing to additional lines immediately before the refund 
date simply to receive a larger refund. Given the size of the potential refund, such a 
limitation is a practical response to customers who may attempt to procure an 
unwarranted windfall. 

Alternative refund methodologies, according to USWC, fail to conform to 
the circumstances. Proponents of these methodologies do not address the practical 
problems each alternative would entail. USWC also points out that until the rate design 
phase of the case is completed, there is no evidence that any particular customer has paid 
USWC too much for telephone service. Finally, USWC notes that resellers may pass on 
the refunds they receive from USWC to their end users to mitigate the perceivecl 
unfairness of the mechanism. 

In response to AT&T' s argument that the refund should be allocated to 
IXCs based on relative revenues from May 1, 1996, to the date of refund, USWC points 
out that this proposal would increase AT&T's refund at the expense of other IXCs. 

USWC characterizes TRACER's proposed refund procedures as complex 
and laborious. It would result in a delay of several months in refunds, besides being very 
expensive. USWC objects that there is no evidence on which to conclude that the 
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proposed procedure is anticompetitive. USWC again points out that reseller CLECs can 
pass the refunds on to their customers. 

USWC opposes WSCTC's proposed method of granting customers 
refonds in the form of a check. USWC argues that this process would aggravate 
anticompetitive delay and increase the costs and burdens of implementing the refund. It 
would take over 30 days to prepare notices and notify customers that they have the option 
of receiving checks. That would require USWC to wait at least 30 days for responses. 
Then USWC would begin the cycle of issuing checks or billing credits, which takes 
another 30 days. This additional time would aggravate the situation that WSCTC thinks 
should be mitigated. 

Sta.ff recommends adopting the Stipulation in its entirety. Staff notes that 
the Stipulation, if adopted, would: 

• Settle and resolve the appeals of the Commission's orders in UT 80 
and UT 125 currently pending before the Oregon Court of Appeals; 

• Reduce USWC's annual Oregon intrastate revenue by $63 million 
from mm·ent rates {based on August 1997 billing units for local 
services and the minutes of use for the five months preceding and six 
months following August 1997, for switched access services); 

• Produce a refund to current customers of $53 million per year for the 
period May 1, 1996, to the date of the refund, The billing credits in 
aggregate would include interest at a rate of 8. 77 percent compounded 
monthly. 

• Provide temporary bill credits in the amount of $63 million per year on 
. a going forward basis, until the Commission sets permanent rates for 

USWC in Phase II of this docket. • 

In response to CUB' s opposition to the Stipulation, Staff argues that the 
settlement is not driven by political pressure. CUB speculates that Staff and USWC 
agreed to settle the rate case at a reduced level if the Legislature would drop from SB 622 
provisions that would have limited USWC's liability in the rate case. Staff points out that 
the timing of the various events precludes CUB's allegations. The Legislature had no 
assurance that there would be a settlement when it passed SB 622, and the Governor 
signed the bill before he knew the rate case was settled. A settlement in principle was 
achieved August 5, 1999, and the Stipulation was signed on September 9, 1999. 

According to Staff, a more plausible explanation of why the liability 
limitation provisions were removed from SB 622 is that the Governor's office as well as 
the Commission and CUB opposed their inclusion in SB 622. Settlement negotiations 
between Staff and USWC resumed in June 1999, only after USWC had increased its 
settlement offer from a $28 million revenue reduction to a $50 million reduction. Finally, 
Staff notes the lengthy settlement negotiations and the fact that the final revenue 
requirement settlement (a reduction of approximately $58 million, considering the 
$53 million refund amount and the $63 million permanent revenue reduction) is 
substantially above the $50 million that USWC offered in May 1999. These factors belie 
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CUB's theory that USWC and the Commission reached a political settlement in exchange 
for removal of the rate case from SB 622. • • 

Staff also maintains, against CUB's contentions, that the revenue 
requirement settlement is reasonable and supported by substantial evidence. Staff reports 
that it had two self-imposed constraints in its settlement negotiations with USWC. First, 
it was unwilling to withdraw the adjustments to USWC' s base case adopted in Order 
No. 97-171 that it strongly felt were proper adjustments. Second, it would not agree to a 
revenue requirement number that produced an unreasonable rate of return for USWC. 
Thus, Staff revised several of its test year adjustments in Order No. 97-171 to atTive at 
the revenue requirement settlement amounts. About 85 percent of the total revenue 
requirement change from Order No. 97-171 is attributable to documented plant additions 
USWC made between May 1996 and December 1998, Most of the remaining amount of 
revenue requirement change is attributable to Staffs revised recommendations about the 
imputation of directo1y revenues to USWC.3 

• 

Settlement would produce a return on equity of I 0.2 percent and a return 
on rate base of8.77 percent. These are the returns authorized in Order No. 97-171. Staff 
contends that some of CUB 's arguments, if adopted, would result in lower refunds and 
benefits for USWC's customers than they would receive under the Stipulation .. 

CUB disagrees with the Stipulation's reduction of the interest rate on the 
utility's refunds to customers from 11.2 percent to 8.77 percent. Staff points out that the 
Commission ordinarily prescribes a utility's current authorized rate of return as the 
interest rate for refunds. Here, that figure is the 8.77 percent contained in the Stipulation. 

Second, Staff ru·gues that under the Stipulation, the reduction in USWC 
revenues going forward in effect runounts to $68.million rather than $63 million, a 
reasonable trade for the lower interest rate on the refund. The $5 million difference in 

· effective and nominal revenue reductions results because August 1997 was the midpoint 
of Staffs review period for developing adjustments. Using two-year-old billing units at1d 
minutes of use effectively raises the revenue reductions in 2000 by $5 million. 

Third, the agreement ori the lower interest rate was one element of the 
Stipulation that will accelerate the beginning of the rate design phase in this docket. 
Under the Stipulation, paragraph 2(a), USWC was to file its rate design proposal by 
December 6, 1999 (in fact, USWC filed in November 1999), many months sooner than if 
the Commission waited for a final Comt of Appeals or Supreme Court decision. 

3 For settlement purposes, Staff made two changes to its'imputation recommendations. First, Staff updated 
the adjustment in Order No. 97-171 to use the retention rate from Docket UT 102, which has been in effect 
since January 1, 1992. TI1is modification Increased the annual intrastate revenue requirement in Staffs 
proposed test year by $4.9 million. Second, Staff removed foreign directories from the revenue imputation 
because they are not sold to USWC's customers. That treatment is consistent with the stipulation in 
UT 141 for GTE Northwest Incorporated in Order No. 98-388. This increased USWC's annual intrastate 
revenue requirement in Staff's proposed test year by $0.3 million. 
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In support of the refund mechanism set out in the Stipulation, Staff notes 
that the procedures are virtually the same as in Order No. 97-171. Staff notes that 
inte1-venors who raise the issue of unfairness with respect to the procedures assume that 
specific customers or customer groups have overpaid USWC since May 1996. Staff 
points out that absent a Commission order in this docket assigning permanent rates to 
various telecommunications services, there is no basis for an assertion that any particular 
customer has overpaid USWC. 

In response to parties who assert that USWC should make refunds to 
customers who have left its system, Staff notes that USWC as a practical matter cannot 
keep track of customers who leave the network. Staff opposes giving customers notice 
and allowing them to file claims. In 1992, Staff points out, it and USWC attempted to 
notify former USWC customers of a refund in UT 85. That attempt added substantial 
time to the process and benefited relatively few customers. Staff argues that the method 
it has proposed for distributing refunds is administratively efficient and is the optimal 
way of ensuring that USWC returns to its customers, generally, the company's excess 
revenues since May 1996. • 

In response to TRACER, which urged a weighted or pro rata refund 
approach, Staff notes that USWC does not maintain automated records back to 
May 1996, which would make TRACER's proposal highly unwieldy and time 
consuming. 

Staff makes three responses to charges that the proposed refund 
mechanism is .anticompetitive. In reply to TRACER and other intervenors who argue that 
customers awaiting refunds may stay with USWC to receive them, Staff responds that the 
sooner the refunds are made, the smaller the anticompetitive effect will be. Staff also 
points out that once USWC's customers receive their billing credits, they are free to 
terminate their USWC service, receive a check from USWC for the balance of their 
refund, and choose a different set-vice provider. Finally, Staff notes that reseller CLECs 
will receive refunds on the same basis as USWC's end user customers and will be able to 
pass the refunds through to their customers. 

WSCTC asks that customers be allowed to receive their' refund in the form 
of a check. Staff points out that notice to customers of their right to request a check 
would entail allowing time for notice, time for customers to respond, and time for USWC 
to cross check its records so that it did not issue double credits. USWC would be unable 
to proceed with bill credits until after it was certain which customers preferred to receive 
checks. 

Finally, Staff opposes AT&T's proposal that the refund to IXCs be based 
on the amount paid to USWC from May 1, 1996, to the date of the refund. The 
Commission's intent in Order No. 97-171 was to direct refunds to cmTent customers 
based on their current set-vice demand. The Stipulation reflects that intent by providing 
that each IXC will receive an amount based on the ratio ofUSWC's billed intrastate 
switched access revenues from each IXC to the total USWC intrastate switched access 
billed revenues during the 12 months immediately preceding the refund date. Staff 
contends that the use of access minutes over a year preceding the refund date is a 
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smTogate for the number of lines in use by a cmTent cnstomer as of the refund date. The 
refund mechanism is not designed to reflect possible overpayments by IXCs from 
May 1996 to the present. 

Discussion. It is critical that we be able to proceed with the rate design 
phase of UT 125 without further delay. That will allow us to set the pe1manent rates of 
USWC's regulated telecommunications services. The last comprehensive rate design 
order for USWC was entered in 1990. Since then, Congress and the Oregon Legislature 
have both passed laws to promote development of competitive telecommunications 
markets-the 1996 Telecommunications Act and SB 622. We must establish a rate 
strncture for USWC that more fully promotes the objectives of those laws. If the UT 80 
and UT 125 appeals are not settled, those appeals could continue and delay the rate • 
design phase of UT 125 for several more years. 

Moreover, adopting the Stipulation would eliminate the litigation risks 
associated with those appeals. The outcome of litigation, especially in complex and 
highly technical cases, is uncertain. We note that several of the hotly disputed issues in 
the underlying UT 125 appeal involve tens of millions of dollars (imputation of directory 
revenues, plant investments and related costs, service reengineering costs, and service 
quality.issues). Therefore, although the revenue reduction in the Stipulation is 
substantially less than the $97.4 million revenue reduction in Order No. 97-171, if a court. 
reversed us on any or all of the issues listed above, the reduction could be significantly 
less than the $63 million USWC and Staff have settled upon. 

In the following, we respond to the parties' objections to the Stipulation. 
We note at the outset, however, that a settlement necessarily represents a series of 
tradeoffs. Because we believe that the tradeoffs in the Stipulation benefit ratepayers 
more than they disadvantage them, we support the Stipulation for the most part. The 
benefit of settlement itself, in this context, is considerable, and the overall result is just 
and reasonable. We further note that Staff has preserved critical adjustments to USWC's 
rate case and has preserved the basic refund mechanism from Order No. 97-171. 

Procedural Concerns. AARP and CUB challenge the process by which 
the proposed settlement was reached. CUB in particular alleges that the Stipulation is the 
result of political pressure. We find no evidence in the record to support this view, and 
believe that the timing of events (the Governor signed SB 622 before the Stipulation was 
signed, and the Legislature passed SB 622 before there was even a settlement in 
principle) supports the position that the Stipulation is not politically tainted. Like Staff, 
we find it much more likely that negotiations with USWC were resumed and successfully · 
concluded because USWC came back to the table with a $50 million revenue reduction 
offer. 

Staff's a4fustments. AARP takes issue with the fact that one of Staff's 
adjustments is to allow USWC to add new plant in its rate base for the purpose of 
improving service quality, with no mechanism in place to monitor whether USWC uses 
its plant to improve service quality. We find Staff's adjustment reasonable. We have 
made our dissatisfaction with USWC's service quality public in the past; it would be 
counterproductive to disallow additional plant to improve the quality of service. While 
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we do not have a specific mechanism in place to monitor how USWC deploys its plant, 
we do have service quality monitoring in effect and are satisfied that our service quality 
requirements serve as a proxy for monitoring the use to which USWC puts its plant. We 
also note that in view ofUSWC's recent held order problems, any plant addition that 
leads to deployment of a desired service on time is a service quality improvement. 

CUB challenges Staff's inclusion in rates of additional plant investments 
made between May 1996 and December 1998, as violating the used and useful standard 
of ORS 759.285. We do not agree that this inclusion violates ORS 759.285. In 
contradistinction to Coyote Springs in UE 88, this plant is already in use. Staff proposes 
using an updated rate base that contains only documented plant additions. 

CUB also objects to Staff's making numerous adjustments to the rate case 
without extending the proceeding and allowing parties to review work papers, submit 
data requests, and respond. We find that the process provided adequate time for CUB to 
file two rounds of data requests and review all work papers prepared by·Staff in support 
of its adjustments. In addition, we have reviewed Staff's testimony about its adjustments 
and find that they were made reasonably and prudently and were based on substantial 
evidence. The purpose of a settlement is to take issues out of dispute; in this case, the 
Commission is satisfied that those issues have been resolved in the public interest. 

CUB also contends that it is inappropriate to adopt 40 new adjustments to 
the rate case. We find that Staff has not proposed an umeasonable number of new 
adjustments. Some of its adjustments, moreover, result from the circular effects of 
revised or new adjustments on all other adjustments. The record shows that the changes 
in Issue 8f(ORS 291.349, income tax refund) and Issue 8n (PUC fee increase) affected 
Issue 1 b. In tuin, the change in Issue I b (net to gross factor) affected the revenue 
requirement of many adjustments. The change in Issue 3a affected Issue 3b (directory 
revenue growth). The addition of Issue 9d (new plant additions) affected Issue 9c 
(service quality). All the changes affected Issue 10 (final test year separation factors). 

Amount of Refund. CUB's final objection to the Stipulation4 is the amount 
of the proposed refund which, CUB argues, should be $5 million higher annually than the 
Stipulation's $53 million, based on Staff's case. We find that the tradeoff of a higher 
reduction going forward, as Staff explained, is reasonable. CUB 's concerns about which 
services will bear the rate reduction will be addressed in the rate design phase of UT 125. 

Refund Mechanisms: JXCs. We have reservations, however, about the 
Stipulation's refund mechanisms. AT&T' s suggestion of a different time period than the 
proposed one-year period for the refund to IXCs appears reasonable to us. Rates have 
been interim and subject to refund since May 1996. It is not feasible to design a perfectly 
prorated scheme for distributing the refund money among IX Cs, and it is not appropriate 
to prorate the refund amount until the rate design phase of this case is completed. 
However, we can more closely approximate an equitable distribution to the IXCs who 
have overpaid over a four-year period by using a four-year period for minutes of use. 
Administratively, it is much simpler to create an equitable solution with the IXCs, 

4 CUB's objection to the interest rate of8.77 percent rather than 11.2 percent is discussed below .. 
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because there are few carriers involved. We adopt AT&T's proposal of using the 
minutes of use from May I, I 996, to the date of the refund as the basis for the refund to 
the IXCs. As AT&T points out, this change does not affect the amount of the refund to 
IXCs. It affects only the distribution of the amount among IXCs. 

Refimd Mechanisms: Payphone Providers. Like the remainder of the 
intervenors, NPA challenges the Stipulation's proposed refund mechanism. NPA notes 
that federal law may require USWC to provide refunds to payphone service providers, • 
based on the FCC payphone orders, NP A itself, however, notes that the record does not 
contain enough evidence to clarify whether USWC's 1997 PAL rate qualifies it for a 
waiver from the FCC. This is not an issue that can be decided on the record before us. 

Refund Mechanlsmsi Former Customers. NPA, Teligent, TRACER, and 
WSCTC urge the Commission to include former customers in the refund procedure. Not 
to do so, the parties argue, is to punish customers for switching to a competitive 
alternative.5 As USWC and Staff have pointed out, the greater anticompetitive effect 
would come from delaying the rate design phase of the case. Any of the mechanisms for 
including former customers in the pool of recipients of the refund proposed by NP A, 
Teligent, TRACER, and WSCTC would delay the rate case.6 Each of these proposed 
mechanisms is also cumbersome and will increase the time and expense of issuing the 
refund. Moreover, reseller CLECs are free to pass their refunds through to their 
customers, thus rewarding customers for switching to a competitive alternative. 

We are sensitive, however, to tlie situation ofUSWC customers who 
ceased taking service before the refund cutoff date. The refund mechanisms proposed by 
NP A et al. are administratively unwieldy, but we believe that some way of allowing this 
group of customers to share in the refund is desirable. Numerous customers, large and 
small, have likely left the system in the nearly four years since rates have been interim, 
and some of those who left took service from USWC for a substantial period. 
Accordingly, we adopt a plan to return money to some of the customers who have left the 
system. This plan will permit some recovery of the refund by former USWC customers 
and will not delay the refund to customers cun-ently on the system. 

We will order USWC to set aside 5 percent of the local refund amount to 
return to customers who were customers ofUSWC for atJeast six months during the 
period from May 1, 1996 to the date of the refund bill credits (the Fund). We choose 
5 percent as the set-aside figure because in our UT 85 refund experience, 1.8 percent of 
the total amount was refunded through the claim process. In this case we are dealing 
with a larger amount of refund and a longer period covered by the refund. Therefore, 
5 percent seems a reasonable figure to designate for the refund to _customers no longer on 
the system. 'The remaining 95 percent of the refund amount will be issued as bill credits 

5 Teligent also argues that the refund mechanism may raise legal issues under §253(a) of !he Act. We reject 
Teligent's contention. Nothing about the refund mechanism effectively or actually prohibits a11y entity 
from providing telecommunications service. 
6 The same argument persuades us that it is preferable to allow local customers their refu11d in !he fonn of 
bill credits rather than giving tl1em the option of a check initially. See Staft's discussion of this issue 
above. As Staff and USWC point out, customers may ask for a check for any u11used bill credit nt any time 
after the i11itial credit, receive a check, and leave the USWC system at that point. 
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to local retail customers as described in the Stipulation. The timing of the refund to these 
customers will be as described in the Stipulation. 

Former USWC retail customers who were customers for at least six 
months between May 1996 and the day the last refund bill credit is given are eligible for 
a refund. We choose to make a refund to customers of six months or longer for two 
reasons. First, we recognize that former customers who received less than six months' 
wo1ih of service may have incurred some loss, but it is not substantial. We have designed 
a procedure to recognize substantial claims, those involving six months or more of 
service. Second, we will allow USWC to recover its costs of administering the refund to 
former customers. By limiting claims to customers with at least six months of service, 
we reduce the number of claims, reduce small claims, and keep administrative costs 
relatively low so that more of the Fund goes to customers than to administration costs. 

The refund amount will be the same for the former customers as for retail 
customers still on the system. If a customer subscribed to multiple lines during the 
eligibility period, the customer's refund will be limited to the number oflines the 
customer had on the last day the customer was on the system .. If a customer had more 
than one line sequentially during the eligibility period, because the customer moved and 
changed telephone numbers, for instance, the customer would ·be eligible for only a single 
line refund. 

We will require USWC to advertise widely in newspapers throughout 
Oregon that former retail customers who were USWC customers for at least six months 
can apply to USWC for a refund from the Fund. USWC is to mn quarter page ads in the 
following Oregon newspapers to provide statewide coverage: 

Albany: Albany Democrat Herald 
Astoria: The Daily Astorian 
Baker City: Baker City Herald 
Bend: The Bulletin 
Corvallis: Corvallis Gazette Times 
Eugene: The Register Guard 
Grants Pass: Grants Pass Daily Courier 
Klamath Falls: Herald and News 
Medford: The Mail Tribute 
Pendleton: East Oregonian 
Portland: The Oregonian 
Roseburg: The News Review 
Salem: Statesman Journal 

The ads will include information about the refund and a claim form to be 
clipped out, filled in, and mailed to USWC for a refund. USWC is also to publish a 
contact telephone number for customers who need claim forms or information about the 
refund. Four ads will run in each paper, one per week for four weeks. USWC is to 
establish and announce a contact telephone number at which potential claimants can 
receive information or request a claim form. The telephone number will be included in 
the notice of refund published in the newspapers. 
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On receipt of the claim form from customers, USWC will review the 
customer's claim and mail a check to the customer promptly, if the claim is verified. 
Staff and USWC will collaborate on developing language for the adve1tisements as well 
as the claim form that will be pa1t of the advertisement. The form should contain 
language warning claimants of the consequences of filing a false claim. 

Refunds from the Fund will be available until the Fund is exhausted. They 
will be paid in the order in which the claims are verified. The amount of the refunds will 
be the same as for retail customers who qualify for refunds under the terms set out in the 
Stipulation. Refunds from the Fund will be prnvided by check. The Fund will come into 
existence on the date USWC gives bill credits to its cmTent local retail customers. It will 
remain in existence for a period of three months from its inception or until it is exhausted 
by claims. USWC will continue to pay interest on money in the fund at an annual rate of 
interest ofS.77 percent until the Fund ceases to exist. USWC will be allowed to recover 
the approved administrative costs associated with the Fund from the Fund pool. 

After it is exhausted by claimants or after three months elapse, whichever 
comes first, the Fund will cease to exist. If there is a residue remaining in the Fund, it 
will be distributed as uniform bill credits during the next billing cycle after administrative 
costs have been verified and paid. All USWC retail customers ofrecord at that time will 

. receive an equal bill credit per line. 

Interest Rate. CUB and AARP in particular object to the fact that the 
interest rate applied to the ratepayer refund is 8.77 percent in the Stipulation and was 
11.2 percent in Order No. 97-171. The lower interest rate is one of a number oftradeoffs 
made for the sake of settlement. It is USWC's authorized rate ofrehun, however, and is 
therefore a reasonable rate of interest. The Stipulation also represents a reasonable 
tradeoffbetween a lower interest rate and an accelerated start to the rate design phase of 
this case. 

Centrex Resellers. ·WSCTC asks the Commission to amend the proposed 
refund ratio for Centrex resellers from 1.00 to 2.40 per line to reflect their special 
circmnstances, particularly the surcharge. Centrex resellers have twice challenged the 
surcharge and the Commission has decided that the surcharge is justified. See Order 
No. 99-753 and discussions in Docket UM 909/UT 147. We are not convinced by 
WSCTC's arguments that Centrex resellers should be treated equally with business rather 
than equally with residential customers. We find that the pricing of Centrex station lines 
is far closer to prices paid by residential customers than by business customers. A more 
reasonable approach is to place Centrex customers on a par with residential customers, as 
the Stipulation does. 

We conclude that the Stipulation, as modified above, is reasonable, is 
supported by substantial evidence in the record, is in the public interest, and should be 
adopted. The modifications above are reflected iri the ordering paragraphs below. 

Modification of Order No. 96-107 (UT 80). We modify Order No. 96-107 
to change the refund interest rate from 11.2 percent to 8. 77 percent. The discussion and 
procedures of that order remain intact. 
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Rescission of Ordm·s No. 96-183 (UT 80), 96-286 (UT 80), and 
97-171 (UT 125). To reflect the changes the Stipulation introduces, we rescind Order 
Nos. 96 183 (UT 80); 96-286 (UT 80); and 97-171 (UT 125). Portions of Order 
Nos. 96-183 and 97-171 are readopted in Order No. 00-191, entered on this date. 

We set out below a sununaty of the issues in Order No. 97-171 that are 
modified by the Stipulation or readopted in Order No. 00-191. 

a) Issue 1, Test Year, pages 8-20, is readopted. 
Issue 1 b, Net to Gross Factors: 

• The discussion on page 9 is readopted, 
• The stipulated factors are weighted based on the revenue distributions used in 

settlement ofissue 11 below. 
• The factors shown in Order No. 97-171, Appendix A, page 21, are readopted. 
• The weighted net to gross factors from Appendix B, Lambeth/2, Column 4, of 

this order are added. 
b) Issue 2, Cost of Capital, the discussion on pages 20-37 of Order No. 97-171 is 

readopted. 
c) Issue 3a, U S WEST Direct Yellow Pages Revenue Imputation (see current order, 

Appendix B, Column 16), the discussion on pages 37-43 is readopted except: 
• USWC may continue to use the retention rate from UT 102, in effect since 

June 1992; and 
• Foreign directory revenues are removed from the imputation .. 
d) Issue 3b, US WEST Direct Yellow Pages Revenue Growth, the discussion on 

page 43 is readopted, but the amount in Appendix A, Column 16a, of Order 
No. 97-171 is amended to reflect the $0.3 million reduction in growth due to 
exclusion of foreign directory revenues and the change in retention rate. 

e) Issue 4, Affiliated Interests and Corporate Allocations, the Issue 4 adjustments 
at pages 44-59 are readopted. 

f) Issue 5, UP 96 Sale of Exchanges, the Issue 5 discussion at pages 59-62 is 
readopted. 

g) Issue 6, Operating Revenues, the discussion at pages 62-68 is readopted. 
h) Issue 7, Employee Benefits, the discussion at pages 68-72 is readopted. 
i) Issue 8, Operating Expenses and Taxes, the discussion at pages 72-83 is 

readopted except as modified with respect to Issue 8f and Issue 811. Issue 80 is 
added as shown in Appendix B to this order, Column 59. See Stipulation, 
Appendix A to this order, paragraph 12. 

• Issue 8f, ORS 291.349 Income Tax Refund: Staff modified adjustments at 
Issues 3 and 9 that affected taxable income. The Issue 8f discussion at 
pages 72-73 is readopted, but the amounts in Column 42 of Appendix A to 
Order No. 97-171 are amended as shown in Appendix B to the cun-ent order, 
Column 42. 

• Issue 8n, PUC Fee Increase: The discussion at page 83 is readopted, but the 
amounts in Appendix A, Column 49a, of Order No. 97-171 are amended as 
shown in Appendix B to the ctm-ent order, Column 50. 
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j) Issue 9, Service Quality and Reengineering: 
• The findings regarding Issue 9a and 9b at pages 83-93 are readopted. In 

Order No. 97-171, Appendix A, the revenue requirement consequences of 
these issues are shown in Columns 50 and 51. In Appendix B to the current 
order, they are shown in Columns 51 and 52. 

• Issue 9c, Service Quality: Staff added Issue 9d, New Plant Investments and 
Related Costs, for settlement purposes. That addition changed the revenue 
requirement oflssue 9c. The discussion at pages 93-10 I is readopted, but the 
amounts shown in Appendix A, Column 52, of Order No. 97-171 are amended 
to include the Issue 9d effects on the service quality adjustment. The new 
amount is shown in Appendix B to the current order, Column 53. 

• Issue 9d, New Plant Investments and Related Costs: Staff added rate base and 
related expenses to· recognize investment made from May 1996 through 
December 1998, as shown in Column 54, Appendix B to the current order. 

k) Issue JO, Final Test Year Separation Factors: Staff modified adjustments at 
Issues 3a, 3b, and 9d for settlement purposes. Staff calculated the intrastate 
effects of each adjustment on the final separation factors. The discussion at 
page 101 of Order No. 97-171 is readopted, but the amounts shown in 
Appendix A, Column 53 of that order are amended as shown in Appendix B 
to the cmTent order, Column 56. 

1) Issue 11, Refund Procedures: The discussion at pages 10 I to I 07 is readopted 
except: 1) the interest rate is revised; 2) the refund eligibility date is updated 
from May 19, 1997, to reflect the provisions of the Stipulation, Appendix A to 
this order, starting at 3; 3) we update the date when the refund will begin, in 
accordance with the Stipulation, supra; 4) we allow a refund for former 
customers; and 5) we allow temporary rate reductions and bill credits as 
provided in the Stipulation. 

• Issue I la, Amount of Refund: We revise the conclusions to allow refunds to 
be based on an amount lower than the adjusted test year revenue requirement. 

• Issue 11 b, Interest Rate for Refund: The interest rate for the refund shall be 
8. 77 percent. 

• Issue 11 c, Distribution of Refund: We update the refund eligibility date from 
May 19, 1997, to be consistent with the Stipulation, Appendix A to this order; 
Paragraph 1. 

m) Issue 12, Cash Flow; Issue 13, Business Valuation: These issues were 
combined in Order No. 97-171 at pages 107-113. The issues were part of 
USWC's argument that Staffs proposed revenue requirement was 
unreasonable. Because USWC agreed to a revenue requirement in the 
Stipulation, these issues are moot and are not readopted. 

n) Issue 14, Effect of UM 351 on access revenues: The discussion on page I 14 is 
readopted. 

o) Ordering Paragraph 4f at page 1 JS of Order No. 97-171: distribution of the 
refund: This paragraph is readopted. 
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ORDER 

IT IS ORDERED that: 

I. The Stipulation, Appendix A to this order, is adopted as modified. 
The first section of Appendix A, entitled Refund, is replaced by the 
following text: • 

1. Refund. In consideration of the Commission's issuance 
of an order implementing the terms of this Stipulation, and 
upon the Commission's final disposition of any motions to 
rehear and/or reconsider said order, US WEST agrees to make 
a refund of revenues, within forty-five (45) days of said 
final disposition, to its Oregon customers of record who 
subscribe to the services identified, effective for one 
month of billing cycles beginning on the date of the refund. 
The amount of the local refund shall be 95 percent of the 
amount corresponding to the date of the refund, as set forth 
in Exhibit A hereto. Except for interexchange carriers, 
each customer of record shall be entitled to the refund for 
each line, provided that (a) they are a customer of record 
to the services set forth in Exhibit A on the date of the 
refund; (b) the customer has subscribed to the service set 
forth in Exhibit A for at least sixty (60) days immediately 
prior to the date of the refund; and (c) in the event that 
the customer has more than one line, the refund shall be 
limited to only those lines which the customer of record has 
at the time of the refund and had subscribed to for the 
sixty (60) days prior to the date of the refund. In 
addition, the refund shall be subject to the following terms 
and conditions: 

a. With the exception of interexchange carriers and former 
customers, the refund shall be made in the form of a 
single credit to customers' bills and as follows: 

i. The amount of an individual customer's refund; per 
line, shall be based upon the customer's class of 
service and shall be calculated in the manner set 
forth in Exhibit A, page 2 hereto, less 5 percent. 
In the event a specific customer does not exhaust 
the full amount of the refund in one billing cycle, 
the remaining, unused portion of the refund due the 
specific customer shall be carried over to the 
subsequent bill(s) until such time as the full 
amount of the.refund has been credited to the 
customer. 

iL The parties hereby recognize that the calculations 
set forth in Exhibit A hereto are preliminary. 
Final calculations, utilizing US WEST'S most 
current billing units, shall be performed as near as 
possible to the date of the refund. 
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iii. Bill credits made pursuant to the terms of the 
Stipulation shall be separately identified on 
customers' bills with the following notation: "One 
time refund per PUC Order." 

b. Refunds payable to interexchange carriers shall be made 
in the form of a check, and shall be based on the amounts 
paid to US WEST for services provided over the period 
from May 1, 1996, to the date of the refund. The amount 
due to a carrier will be calculated ·based on a ratio of 
US WEST's billed intrastate switched access revenues 
from the carrier to the total u S WEST intrastate 
switched access billed revenues during the period from 
May 1, 1996, to the refund date. Estimates of the total 
amount are set forth in Exhibit A. Again, the 
calculations set forth in Exhibit A are preliminary, and 
final calculations, using U.S WEST's most current billing 
information, shall be performed as near as possible to· 
the date of the refund. 

c. Refunds to former retail customers shall be made from a 
Fund consisting of 5 percent of the total amount 
designated for local retail customer refunds as 
calculated in Exhibit A. 

i. US WEST shall publish notice of the Fund in the 
following newspapers once a week over a period of 
four weeks: 

Albany: Albany Democrat Herald 
Astoria: The Daily Astorian 
Baker City: Baker City Herald 
Bend: The Bulletin 
Corvallis: Corvallis Gazette Times 
Eugene: The Register Guard 
Grants Pass, Grants Pass Daily Courier 
Klamath Falls: Herald and News 
Medford: The Mail Tribute 
Pendleton: East Oregonian 
Portland: The Oregonian 
Roseburg: The News Review 
Salem, Statesman Journal 

Notice shall be a quarter page in size and 
shall include claim forms for customers to clip and 
submit. The notice shall include the information 
that claimants may not receive a refund because the 
Fund may be exhausted. Notice shall also include 
clear information on the deadline for submitting 
claims .. 

The claim form shall request information 
sufficient _to allow USWC to verify the customer 1 s 
claim of eligibility for the refund, such as 
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c.ustomer name, telephone number ( s) , and dates of 
service. 

USWC shall establish and announce a 
contact telephone number at which potential 
claimants can receive information or request a claim 
form. The telephone number shall be included in the 
notice of refund published in the newspapers. 

Staff and USWC shall collaborate on 
developing language for the advertisements as well 
as the claim form that will be part of the 
advertisement. The form shall contain language 
warning claimants of the consequences of filing a 
false claim. 

ii. Customers who were retail customers of Us WEST for 
a period of no less than six months between May 1, 
1996, and the date of the refund bill credit, who 
are no longer US WEST. customers, and who did not 
receive a refund bill credit, are eligible for a 
refund from the Fund. If customers subscribed to 
more than one uswc line for a six-month period 
between May 1, 1996, and the date of this order, 
they will receive refunds for each line to which 
they subscribed simultaneously, provided they 
subscribed for six months or more. Customers who 
had a varying amount of lines will be limited to the 
number of lines the customer had on the last day the 
customer was on USWC's system. 

Customers shall receive only one refund for multiple 
lines to which they subscribed sequentially, as 
would be the case if a customer moved residences 
within USWC's service area and switched to a new 
account at the new address. 

Refund to these former customers shall be made by 
check. The base amount of the refund shall be the 
same as for retail customers still on the system. 
If the Fund is exhausted by claims against it, 
claims made after its exhaustion will not be paid. 

iii. Claims against the Fund will be paid in the order in 
which they are verified. The Fund shall be 
disbursed until it is exhausted or until three 
months elapse from the time the last refund bill 
credit is given, whichever comes first. If three 
months elapse and the Fund has a residual amount, 
after administrative costs are approved and 
assessed, that amount will be spread across all 
Us WEST retail customers of record as of the first 
of the month following the date the disbursement 
ends. The residual amount shall appear as a credit 
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on retail customers' bills and shall be identified 
as "Residual refund as ordered by PUC." 

iv. USWC shall continue to pay interest on money in the 
Fund at the rate of 8.77 percent per year. 

v. USWC shall recover its approved adm1nistrative 
expenses from the money set aside for the Fund. 

2. -Exhibit A, Page 1 of 2, footnote 3 of the Stipulation is revised to read 
as follows: 

Interexchange carriers who are access service customers of 
Us WEST will receive refunds based on amounts paid to 
Us WEST over the period from May 1, 1996, to the refund 
date. The amount due to a carrier will be calculated based 
upon a ratio of US WEST 1 s billed intrastate switched access 
revenues from the carrier to the total u S WEST intrastate 
switched access billed revenues during the period from 
May 1, 1996, to the refund date. • 

3. Exhibit A, Page 1 of 2, footnote 4 of the Stipulation is revised to read 
as follows: 

Ninety-five percent of the local refund amount will be 
distributed to customers of record, as of the date of the 
refund, for the services listed in Exhibit A of this 
Stipulation, provided the customers have been customers for 
at least 60 days prior to the refund date. The accumulated 
balance will be divided by the total billing units on the 
date identified pursuant to Paragraph 1 of this Stipulation. 
The exact number of customers will not be known until the 
Commission issues an order adopting this stipulation and 
establishes a date for the refund. 

3. Order No. 96-107 is modified to change the refund interest rate from 
11.2 percent to 8.77 percent, but the discussion and procedures of that 
order remain intact. 

4. Order No. 96-183 is rescinded. 

5. Order No. 96-286 is rescinded. 

6. Order No. 97-171 is rescinded. 
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• 7. USWC shall file with the Commission a detailed breakdown of 
administrative costs for adve1tising and disbursing from the Fund. The 
final disbursement from the Fund shall occur after USWC's 
administrative costs are verified and paid from the Fund. 

Made, entered, and effective __ A_P_R_1_4_ZO_Q-"-Q __ 

Ron Eachus 
Chairman 

~114/2 
7-oan H. Smith · 

Commissioner 

A party may request rehearing or reconsideration of this order pursuant to ORS 756.561. A 
request for rehearing ot reconsideration must be filed with the Commission within 60 days 
of the date of service of this order. The request must comply with the requirements in 
OAR 860-014-0095. A copy of any such request must also be served on each party to the 
proceeding as provided by OAR 860-013-0070(2). A party may appeal this order to a court 
pursuant to applicable law. 
p:\administralive hearings\crowley\utl25\ut125phaselmodified.doc 
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STIPULATION TO RESOLVE MATTERS ON APPEAL 

This Stipulation, made by and between U S "WEST Communications, Inc. 

("US "WEST") and t!1e Staff of the Public Utility Commission of Oregon ("Commission 

Staff'), is dated this~ day of September, 1999: 

RECITALS 

WHEREAS, on July 16, 1996, the Public Utility Commission of Oregon (the . ~ . 

"Commission") issued Order No. 96-183 in Docket No. UT 80(1), In the Matter of the 

Petition ofU S "WEST Communications, Inc. for Clarification and Request for Ruling, in 

which, .i.ntru: alia, the Commission ordered that the annualized test year from January 1 to 

September 30, 1995, as modified by adjustments ordered in Docket UT 125, shall be used 

to determine whether US "WEST had overearned during the period from May 1, 1996 to 

the effective date ofrates established in Docket UT 125; 

WHEREAS, on November 5, 1996, tq.e Commission issned Order No. 9_6-286 in 

Docket No. UT 80(1), denying US "WEST's Petition for Reconsideration of Order No. 

96-183; 

WHEREAS, on July 22, 1997, the Marion County Circuit Court affirmed 

- Commission Order Nos. 96-183 and 96-286; 

WHEREAS, US WEST has appealed the judgment of the Marion County Circuit 

Court affirming Commission Order Nos. 96-183 and 96-286 and that appeal is currently 

pending in the Court of Appeals of the State of Oregon and styled as US WEST 

1 
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Communications, Inc. v. Public Utility Commission of Oregon, Case No. A99505 (the 

"Refund Methodology Appeal"); 

WHEREAS, on May 19, 1997, the Commission issued Order No. 97-171 in 

Docket No. UT 125, In the Matter of the Application ofU S WEST Communications, 

Inc., for an Increase of Revenues, in which, i!ililr llilll, the Commission: (a) ordered 

US WEST to refund $102,000,000 to its customers for the period from May!, 1996 

through April 30, 1997; (b) reduced US WEST's revenue requirement by $97,400,000; 

and (c) adopted an authorized rate ofretum on rate base for US WEST of 8.77%; 

WHEREAS, on July 16, 1997, upon motion ofU S WEST, the Marion County' 

Circuit Court stayed enforcement of Commission Order No. 97-171 relating to refunds 

until such time as a final disposition of the order is rendered; 

WHEREAS, on February 19, 1998, the Marion County Circuit Court entet·ed a 

Judgment oil Review that reversed and modified Commission Order No. 97-171 and . . 

remanded the proceeding to the Commission for further proceedings ponsistent with the_ 

court's judgment, continued the stay issued July 16, 1997, and, further, stayed all 

proceedings before the Commission pursuant to Order No. 97-171 or the court's judgment 

during the pendency of any appeals of the Court's order, pursuant to the stipulation of the 

p_arties; 

WHEREAS, the Commission has appealed the judgment of the Marion County 

Circuit Court reversing and modifying Commission Order 97-171, and US WEST has 

filed a cross-appeal, and those appeals are currently pending in the Court of Appeals of 

the State of Oregon and styled as US WRST Communications, Inc. v. Public Utility 

Commission of Oregon, Case No. A101358 (the "Rate Case Appeal") (collectively, the 

2 
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Refund Methodology Appeal and the Rate Case Appeal shall be referred to as the 

"Appellate Litigation"); 

WHEREAS, the parties to this Stipulation recognize the risks each party bears in 

the possible outcomes of the Appellate Litigation; 

WHEREAS, the parties to this Stipulation have dete1mined that the public's 

interest is best served by a settlement of the various issues pending in the Appellate 

Litigation on tenns that are just and reasonable, as set forth fo this Stipulation; 

NOW, THEREFORE, in light oftli.e Recitals enumerated above, and in 

consideration o_fthe mutual promises, covenants and conditions contained herein, the 

parties agree to settle the matters and-issues pending in the Appellate Litigation on the 

terms and conditions set forth herein: 

1. Refund. In consideration of the Commission's issuance o.f an order implementing 

the tenns of this Stipul~tion, and upon the Commission's final disp~sition of any motions 

to rehear and/or reconsider said order, US WEST agrees to make a refund ofrevenues, 

within forty-five (45) days of said final disposition, to its Oregon customers of record 

who subscribe to the services identified and in the amount set forth.in Exhibit A hereto, 

effective for one month of billing cycles beginning on or after the date of the refund. The 

. amount of the refund shall be that corresponding to the.date of the refund, as set forth in 

Exhibit A hereto. Except for interexchange carriers, each customer of record shall be 

entitled to the refund for each line, provided that: (a) they are a customer of record to the 

services set forth on Exhibit A on the date of the refund; (b) the cust_omer has subscribed 

to the service set forth on Exhibit A for at least sixty (60) days immediately prior to the 

refund; and (c) in the event that the customer has more than one line, the. refund shall be 

3 
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limited to only those lines which the customer ofrecord has at the time of the refund and 

had subscribed to for the sixty ( 60) days prior to the refund. In addition, the refund shall 

be subject to the following terms and conditions: 

a. With the exception of interexchange carriers, the refund shall 
be made in the form of a single credit to customers' bills and as 
follows: 

i. The amount of an individual customer's refund, per line, shall be 
based upon the customer's class of service and shall be calculated in 
the manner set fo1ih in Exhibit A, page 2 hereto. In the event a 
specific customer does not exhaust the full amount of the refund in one 
billing cycle, the remaining, unused portion of the refund due the 
specific customer shall be carried over to the subsequent bill(s) until 
such time as the full amount of the refund has been credited to the 
customer. 

ii. The parties hereby recognize that the calculations set forth in 
Exhibit A hereto are preliminary. Final calculations, utilizing 

·. US WEST's most current billing units, shall be performed as near as 
possible to the date of the refund. 

iii. Bill credits made pursuant to the terms of this Stipulation shall be 
separately identified on customers' bills with the following notation: 
"One time refund per PUC Order," 

b. Refunds payable to interexchange carriers shall be made in the 
form of a check, and shall be based on the amounts paid to 
U S WEST over the 12 months immediately preceding the refund 
date. The amount due to a carrier will be calculated based upon a 
ratio ofU S WEST's billed intrastate switched access revenues from 
the carrier to the total U S WEST intrastate switched access billed 
revenues during the 12 months immediately preceding the refund 
date. Estimates of the total amount are set forth on Exhibit A. 
Again, the calculations set forth in Exhibit A are preliminary and final 
calculations, utilizing U S WEST' s most current billing info1mation, 
shall be performed as near as possible to the date of the refund. 

2. Revenue Reduction. In addition to the refund described above, and in further 

consideration of the Commission's issuance of an order implementing the lei.ms of this 

Stipulation, and upon the Commission's final disposition of any motions ·10 rehear and/or APPENDIX A 
Page4 of14 
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reconsider said order, US WEST agrees "to implement within forty.five (45) days of the 

expiration of said final disposition an ongoing annual revenue reduction in the amount of 

$63 million from current rates, based upon US WEST's August 1997 billing units, on the 

following tenns and conditions: 

3, 

a, Pennanent rates, incorporating the $63 million revenue· 
reductions, shall be established in the rate design phase of Docket UT 
125, The paiiies hereby agree to take all actions necessary in order to 
conclude the rate design phase of Docket UT 125 as quickly as 
possible. In order to. expedite this process, US WEST agrees to file its 
rate design proposal·no later than the later of November 15, 1999 or 30 
days after the Court of Appeals lifts the stay as described in Paragraph 
400, • 

b. Prior to the implementation of the rates described in Paragraph 
2(a), above, US WEST will give temporary bill credits to its Oregon 
local service customers who subscribe to the services set forth on 
Exhibit B and make a temporary rate reduction for its switched access 
customers on the following tenns and conditions: 

i. The temporary bill credits and switched access rate reduction will 
begin on the effective date of the refund described in Paragraph 1, 
above, and continue until the effective date of the pennanent rates, 
described in Paragraph 2( a), above. 

' ii. The temporary bill credits and switched access rate reduction will 
be based on an annualized amount of $63 million and will be credited 
monthly, with the notation: ·"Temporary monthly credit per PUC • 
order." 

iii. The amount of the temporary bill credits and switched access rate 
reduction shall be based upon the customers' class of service and shall 
be calculated as set forth on Exhibit B. The calculations set faith on 
Exhibit B shall be done utilizing August 31, 1997 billing units. 

Timing and Intent. Thy parties recognize that an expeditious settlement of the 

Appellate Litigation is in the best interest ofU S WEST's customers and that time is of 

the essence of this Stipulation, Accordingly, by signing this Stipulation, the pat-ties 

manifest their intent to have t~e Commission issue an order implementing this 

5 
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Stipulation, and to have the Commission finally dispose of any motions to rehear and/or 

reconsider said order, as quickly as possible. US WEST shall be under no obligation to, 

but may in its sole discretion, implement the terms of Paragraphs l and 2 ofthis 

Stipulation prior to the time the Commission finally disposes of any motions to rehear 

and/or reconsider the order implementing the terms of this Stipulation. 

4. Procedure. Immediately upon execution of this Stipulation, or as soon as 

practicable thereafter, the parties shall take all actions necessary to accomplish the 

following: 

a. to present the terms of this Stipulation to the Commission; 

b. to have US WEST and the Commis~ionjointly move the Court 
of Appeals to hold in abeyance all proceedings in the Refund 
Methodology Appeal and the Rate Case Appeal; 

c, - to move the Court of Appeals to lift all stays to allow the issues 
in the Refund Methodology Apl?eal and the Rate Case Appeal to come 
before the Commission, pursuant to ORS 756.568, for the sole 
purposes of: 

i. taking evidence on the advisability of adopting the terms this 
Stipulation as a means of settling the Appellate Litigation; 

ii. holding proceedings consistent with implementing tli.e terms of this 
Stipulation; and 

iii. upon the completion of the proceedings described-in Paragraph 
4( c )(i) and (ii). !).hove, issuing an order consistent with the evidence 
produced at such hearings and vacating Order Nos. 96-183, 96-286 and 
97-171, and modifying Order No. 96-107. 

d. to move the Court of Appeals to dismiss 'the Refund 
Methodology Appeal and the Rate Case Appeal upon the issuance of 
the Commission's order specified in Parngraph 4(c)(iii), above (once 
the Commission has finally disposed of any motions to rehear and/or 
reconsider the order) on the grounds that the Commission has vacated 
the orders whioh are the subject of the Appellate Litigation. As part of 
the motion, the parties agree to request the Court of Appeals to ~.irect 

APPENDIX A 
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the Circuit Court of Marion County to vacate its orders and judgments 
in the underlying actions; 

e. if necessary and/or appropriate, to move the Circuit Court of 
Marion County to vacate its judgments modifying and reversing Order 
No. 97-171 and affirming Order Nos. 96-183 and 96-286 and to 
dismiss US WEST's complaints once the Court of Appeals has 
dit;missed the Refund Methodology Appeal and the Rate Case Appeal; 
and 

f. to ta!ce all actions necessary to complete the processes 
described in this Paragraph 4 as quickly as possible. 

5. Appeal of the Commission's Order. The-parties recognize that the Commission's 

order implementing the terms of this Stipulation may be subject to suit pursuant to ORS 

756.580 by any party aggrieved by the terms of said order (hereinafter in-this paragraph 5 

referred to as an "appeal"). In the event of such appeal, the parties shall advocate that the 

court(s) should affirm said order. Despite the pendency of any such appeal, US WEST 

agrees to implement the terms of Paragraphs 1 and 2 of this Stipulation, forty-five days 

after the Commission has finally disposed of any motions requesting rehearing and/or 

reconsideration of the order implementing the terms of this Stipulation. The parties 

:further recognize that the order adopting the terms of this Stipulation may be reversed 

and/or modified on appeal. The parties :further recognize that US WEST's obligation to 

refund monies to customers and to reduce its ongoing rates may be modified on appeal, 

either by the issuing of a judgment incorporating or requiring different refunds or rate 

reductions, or by the Court of Appeals refusing to dismiss the Appellate Litigation. In the 

event that an order implementing the terms of this Stipulation is reversed or modified on 

appeal, the parties agree that U S WEST will be entitled to a credit for refunds and rate 

reductions made under Paragraphs 1 and 2 of this Stipulation against any such increased APPENDIX A 

Page 7 of 14 
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refund and/or rate reduction obligation imposed by a judgment reversing or modifying 

the order adopting the terms of this Stipulation or any subsequent order. Notwithstanding 

anything herein to_ the contrary, the parties understand that US WEST does not waive its 

rights, if any, to seek recovery of any overpayments - whether in the form of surcharges 

or rate increases - in the event that US WEST's refund and/or rate reduction obligation is 

reduced by a judgment reversing or modifying the order adopting the te1ms of this 

Stipulation or any other order. It is the intent of the parties to this Stipulation that the 

Commission's order implementing the terms of this Stipulation contain provisions 

implementing (he terms of this Paragraph 5 and, in the event that \he order does not 

contain provisions irnplem<;nting this Paragraph 5, the order will be deemed t~ be 

materially different from the terms of this Stipulation. 

6. Nature of the Obligations. In the event that (a) the Court of Appeals does not hold 

the Appellate Litigation in abeyance, or (b) that the Commission does not issue an order 

implementing the terms of this Stipulation within 130 days after condition(a) of this 

Paragraph 6 is satisfied, or ( c) tbat the Conrt of Appeals does not dismiss the Appellate 

Litigation after the issuance of such Commission Order, then the parties to this 

Stipulation are relieved of their obligations hereunder and this Stipulation shall be null 

and void, unless otherwise agreed by the parties. In the event the Commission 

determines that the terms of this Stipulation are not just, reasonable, in customers' best 

interest, and/or issues an order which is materially different from the terms of this 

Stipulation, either party shall be free to move the Court of Appeals to resume the 

Appellate Litigation, and the other party shall not oppose such a motion. Whether an 

,, 

order issued by the Commission is materially different from the terms of this Stipulation A~!~f ~7
1
1 
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is entirely and solely within the discretion and judgment of each of the parties to this 

Stipulation. 

7 • Interest Rate Reduction. Provided that the Commission issues an order 

implementing the terms of this Stipulation, and provided further that the Court of Appeals 

dismisses the Appellate Litigation pursuant to Paragraph 4 (d), above, the parties agree 

that the interest rate on any refund found due and owing by US WEST greater than the 

amount set forth in Paragraph 1, :,ibove -regardless of how such an increase in the refund 

amount is determined- will be limited to 8.77% annually, compounded monthly, unless 

otherwise order~d by a court of competent jurisdiction. It is the intent of the parties to' 

this Stipulation that the Commission's order implementing the terms of this Stipulation 

contain pro-visions implementing the terms of this Paragraph 7 and, in the event the order 

does not c~ntain provisions implementing this Paragraph 7, the order will be deemed to 

be materially different from the terms of_thisStipulation. 

8. PrecedentjaJ Effect. The parties agree that the agreements reached in this 

Stipulation will not be cited-in other proceedings as indicative of a party's position on_ the 

issues resolved or as any type of precedent for other cases. 

9. Non-Waiver and No Admission. Although the parties stipulate and agree herein 

to certain amounts or figures, such stipulations do not constitute any agreement or . . 

acquiescence by any party to the method or theories used by any other party in deciding 

to enter into this Stipulation. No party agrees that the me_thod used by any other party in 

reaching this Stipulation is appropriate or superior. The parties specifically acknowledge 

that they have entered this Stipulation to resolve disputed issues, and neither party admits 

or denies any fact or legal position at issue. APPENDIX A 
Page 9 of 14 
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10. Amendment and Integration. The parties recommend that the Commission adopt 

this Stipulation in its entirety. The parties have negotiated this Stipulation as an 

integrated document. Accordingly, if the Commission rejects all or any part of this 

Stipulation, or adds elements to the Stipulation in any order which are not contemplated 

by the Stipulation, each party reserves the right to withdraw from the Stipulation upon 

written notice to the Commission and the other party within fifteen (15) days ofrejection. 

11. Non-Binding on Commission. The parties agree that this Stipulation in no 

manner binds the Commission in ruling upon remand and does not restrict the 

Commission's exercise of its discretion in this or any other proceeding, except with 

respect to the issues covered by Paragraph 4. 

12. Commission Fee. The parties recognize that the 701h Oregon Legislative 

Assembly has passed a bill commonly known as House Bill 2578; which has been duly 

enacted.into law. House Bill 2578 describes the payment and collection procedures to be 

used by utilities, including U S WEST, to collect and remit the payment of an annual fee 

to the Commission. In the event that U S WEST shall separately charge its retail 

customers for the fee described in House Bill 2578, then US WEST agrees to a 

corresponding rate reduction in the amount projected to equal the amount separately 

charged to customers from.the rates described in paragraph 2(b), above. The paities agree 

to implement the rate reduction, if required, as part of the rate design phase of UT 125 •• 

APPENDIXA 
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IT IS SO AGREED. 

US WEST COMMUNICATIONS, INC. 

By: _-::.,;,~~_:__f__:;.:.;..~--,--

lts: _ _.!:!.c:LL=~...£::=~=':::}....--

STAFF OF THE PUBLIC UTILITY 
COMMISSION OF OREGON 

ORDERNO. Q Q - 19 Q _...., 
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Docket UT 125 
U S WEST Communications, Inc. 

Summary of Accumulated Balance Subject to Refund 

Accumulated Balance 2 

Refund Date 1 (rounded to millions) 
Total Access 3 Local 4 

December 1, 1999 $222.7 $30.8 $191.9 

January 1, 2000 $228.8 $31.6 $197.2 

February 1, 2000 $234.9 $32.4 $202,5 

March 1, 2000 ,$241.1 $33.3 $207.8 

April 1, 2000 $247.4 $34.2 $213.2 

May 1, 2000 $253.6 $35.0 $218,6 

June 1, 2000 $260.0 $35.9 $224.1 

July 1, 2000 $266.4 $36.8 $229.6 

August 1, 2000 $272.8 $37.6 
. 

$235.2 

Exhibit A 
Page 1 of 2 

1 If the refund begins during a month, the amount due will be adjusted for a partial month. 
For example, If the refund begins _on December 15, 1999, the accumulated balance would be 
about $225.7 [($222.7 + $228.8) + 2]. The exact-amount. will be sllghtly different, due to the effect 
of compounded interest. • . - . 

2 The portion of the total refund that wiil be distributed to interexchange carriers will be 
based 9n total intrastate revenues subject to refund. Using this ratio, the accumulated balance 
will be distributed 86.2 percent to local customers and 13.8 percent to interexchange carriers. 

3 lnterexchange carriers who are access service customers of U S WEST will receive 
refunds based on amounts paid to U S WEST over the 12 months preceding the refund date. 
The amount due to a carrier will be calculated based upon a ratio of U S WEST's billed Intrastate 
switched access revenues from the carrier to the total U S WEST intrastate switched access 
billed revenues during the twelve months immediately preceding the refund date. 

4 The local refund amount will be distributed to customers of record of the services listed 
In Exhibit A of this Stipulation at least 60 days prior to the refund date. The accumulated balance 
will be divided by the total billing units on the date identified pursuant to Paragraph 1 of this 
Stipulation. The exact number of customers will not be known until the Commission issues an 
order adopting this stipulation and establishes a date for the refund. 
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Docket UT 125 
U S WEST Communications, Inc. 

Estimated Local One-Time Refund 

Ct:=mbftr1 1fl'B ' " ,, ' """ M coo " M~1 :2000 
o,,,.-,,,,. ,,.,.,.., -- ''""'"' on,.- Amou,tof -- ,',rnatintcf -- .-.~cir Ooo-Tlmo """"'"' - ......... 

"""'" . ....... Rt!r.wdb)' R~PII' ...... ., ......... . .... ., 
"":':"'"' ,i.!~by """""" ...... ., 

or- th, ·- """ ..... ·- "'· s .. s 
Rnldfflllal s.:m., 

~.RatR:111 $101.77 $Q3J1;.c,1,c3 $10,(.57 Srd.27'1,m $1CT-'8 .$PS,!5s,gi,r $110.22 $1Di,ffl,OO:Z $11'.0! S104,10USO $1'f5..0S $105,758.110 
One~.~ s.101.n $3,834,1l!l5 $11)(.5T $3~.im $107.3! $-C~,$42: $110.22 .S-C.152.5311 $113.C>a $4,2!!!0.2llQ $115~ ,..,,._,., 
T~~.f'!:11.~ $10U7 $0 ""'-" " $101.:llJ $0 St1~ " $113.0S: ,. 111s,gc $0 
Two P.lr!r. NDS:lnd $101.'7 $0 $1~.57 $0 $107.39 $0 $110.22 ,, $"113,0C " $11~ "' Fo«~Fbt~I $101.71 $1.527 ,,...,, ,,..., $10T.:ttJ $1A11 I $110.22 $1,"'1 $113.0S: $1.lm $11~ $1.T.l!l --- $101.17 $0 $104.sT ., ""-" $0 $110.22 .,J: "'"' ... .(? 

$115..m 

" ,....-u.. S101.17 "" S104.57 '"' s1ar.:is ·- .$110.!a ~~.08 $115.95 "" idJIReskl~ ~17'>tD'7'2 $1"007"1:2t1,C _i1!!7S/l8 S105$'2ll7:I3 s.101:m011 $11112' 10S 

Cffit'l:l:l)peS.Mcu 

""""""' $101.TT $'l 12DS0l $10(.57 S1 CSC 011 ,,.,.,. JU:7-U $110.22 1211'.'lltt $11:.ttia .t1341SV102 $115.80 '1.13 S10 ml 

!!v.l!neuSlmpli 
~ S':10,99S,811S ,,,..,, .,.,._,,,. .... ""-" =-"' .,,. ... ffl.210.~ ;z5r.71 $3$.131,027 """' ;:i~OS~M s:17~~0 

~TwaPlir.y,Fbr.RSNI """' " "'°-" " $257.71 • " .,...., 
" 

;271.3;, 

" ""-"' " FOd'~Fl::ltRie. $2("-211 $0 "''-" " ,zm $0 ....... " $271.3~ ,, 
'"'·" " ,.,,.....,. s:!:(-128: "" ""'-" "'' mr.11 = = "" ''"'-'' '"' :Z'lll!IO '"' Altk,a:,a,n.~thes $%(.C.25 $-1:.450,1561 ""'·" o-i.m.t<> ""·" SC,ffl.734 .,...., $,l,ll19,ll111 """' $4..~.llOT = $$,070.00,4 -- S2«.2s $1.002..11:i:2 ""'-"' $1.0lO.-U:Z .,.,,, $1.ose..m ""-"' s1.aec.m1 . tU1.3',1 i1.1:1.c.m ,,,,,., . $1.1,C2,.7CO---- ,,,,,, $(20,121 = sa1.e.s1 .,,.,,, 

"""" = $($(.W.c. "''-'' $.C.~.Til1 = sm.fil's 
~CIOTnricl """' -!!105 ,,.,.,. ~.,., =:r• == = ,,,~, ""'-'' ,.,-

"'"" ....... ,s 
Toot!IDlhm:~ '" "' "' "" 

,. "" &110& MSDl ., .. 
8YlffltttComplu; 

~Ont-httrf'IX~e t2n.rg $19.058,IS10· .,.,.,, ffl,5a1,St!2 ""·" $20,107.Qtl1 ""-" $20.csg.~ $'3~ S21,1'15.-:i!!!I =·"' S2l,714~ 
~l'woh:tf~'fbl• :r.m•~ ,, 

"""'' 
., S2~.n. " ""-" " $305.31 ,, ""-"' " ~~Ftzl.~• ""'-'' $0 = .. ""-" $0 .,.,. ... ,, $305.31 ,, $31~011 

" -- $21,Ull $3,ltl!!,asJ = $3,~11' ,,...., $-1,o-t8,15l ""-" $(,155,249 $305.31 .,_..,_,.. s:n:i.w ;.t,371.m 
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ORDER NO. 0 Q - 19 Q ~--, 

Docket UT 125 
U S WEST Communications, Inc. 

Temporary Rate Reductions by Class of Service 

Local Service 1 

Annual Temporary Revenue Red,;ctlon $54,306,000 

Temporary BIii 
Class of Service Weiahtino Credit Per Month 

Residential 1.00 $2.47 
Business Simple 2.40 $5.93 
Business Complex 2.70 $6.68 
Centrex 1,00 $2,47 
Private Line 0.75 $1.85 
. Average per Line $3.40 

Exhibit 8 
Page 1 of 1 

1 
The temporary rate reduction will be In the form of a bill credit per line for each local customer of the 

services listed. The bill credit wlll be In effect until such time as the Commission completes its rate design 
Investigation and permanent rates are Implemented, • 

The temporary bill credit is calculated based upon August 1997 billing units, 

Switched Access 2 . 
Annual Temporary Revenue Reduction $8,694,000 

Temporary CCL 
Current Rate per Rate per Minute 

Carrier Commori Line /CCL) Minute of Use of Use 
Orldnatlnn $0.011803 $0,006564 
Tertnlnatlna $0.023608 $0,013127 
Total CCL $0,018164 $0,010101 

2 The temporary reduction for switched access customers will be made as a temporary rate reduction In 
both originating and terminating CCL. The temporary CCL rate reduction wlll be In effect until euch time as the 
Commission completes lls Investigation Into a permanent rate structure and permanent rates are Implemented. 

The temporary rate reduction Is calculated based on CCL minutes of use using the 5 months preceding 
and 6 months following August 1997 (March 1997 lo February 1998 actual CCL minutes of usej. 

!Total Local and Switched Access Rate Reduction $63,000,000 1 

APPENDIX A 
Page 14 of 14 
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Line 
No. 

1 Local Service & EAS 
2 Toil & Access 
.3 Directory & Other 
4 TOTAL OPERATING REVENUES 

5 Plant Specific 
6 Depreciation & Amortization 
7 Other Operating Expenses 
s Operating Taxes 
9 TOTAL OPERATING EXPENSES & TAXES 

10 NET OPERA TING INCOME 

11 Telecommunications Plant in Service 
12 Accumulated Depreciation 
13 Other Rate Base 
14 NET AVERAGE RATE BASE 

>tJ ~ 1s RETURN ON RATE BASE ., "C 

og ~ 1s RETURN ON EQUITY 
,.... tl 
o-..., X 
:::: b::l 

N 
en 
c,:, 

Docket UT 125 
U S WEST Communications, !nc. 

SUMMARY OF INTRASTATE TEST YEAR 
($000's) 

1995 
Unadjusted staffs Revised 

Test Year Adju ctments Test Year r-- --(3,-

348,109.0 42,621.4 390,730.4 
154,466.0 (2,054.0} 152,412.0 

17,735.0 58,772.3 76,507.3 
520,310.0 99,339.7 619,649.7 

84,151.0 (4,012.8) 80,1382 
93,169.0 49,030.2 142,1992 

224,249.0 (13,525.8) 210,723.2 
52,015.0 25,035.5 77,050.5 

453,584.0 56,527.1 510,111.1 

66,726.0 42,812.6 109,538.6 

1,477,856.0 338,397.3 1,816,253.3 
(576,115.0) (193,1912) (769,306.2) 
(183,598.0) (6,733.6) (190,331.6) 

718,143.0 138,472.5 856,615.5 

9.29% 3.50% 12.79% 
11.15% 6.31% 17.45% 

Adjusted 
Intrastate 

Revenue Results of 
Requirement Operations 
--r~r- (5J 

(49,996.0) 340,734.4 
(8,004.0) 144,408.0 

458.2 76,965.5 
(57,541.8} 562,107.if 0 

80,138.2 
ES 
1:,::1 

142,199.2 "' 210,7232 z 
(23,103.4) 53,947.1 9 
(23,103.4) 487,007.7 

~?4,438.41 75,10Q.2 
0 
0 

I 
1,816,253.3 ....,_ 
(769,306.2) co 
(190,331.6) 
856,615.5 0 

j 

-4.02% 8.77% 1 
-12.84% 10.20% 

r 
"' (/) 
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Docket UT 125 
U S WEST Communications, Inc. 

NET-TO-GROSS FACTORS 

Second Stieutation 
Line Network Long Weighted 
No. Local Access Distance Average* -- -r~ --(2,-- --(3'}-- --r41-

1 Percent of Rate Spread • 86.2000% 13.8000% 0.0000% iQ,l.0000% 

2 Base Year 100.0000% 100.0000% 100.0000% 100.0000% 

Uncollectibles: 0 
3 Local 0.8911% - - 0.7681% 6 4 Access - 0.1587% - 0.0219% 
5 Long Distance - - 0.7203% 0.0000% ·m 

:,0 
6 Directory - - - - z 
7 Billing & Collection - - - - 9 
8 Other - - -
9 Net Intrastate Uncollectibles 0.8911% 0.1587% _ __Q.7203% 0.7900%_ 0 -

10 Franchise Fees 1.7990% - - 1.5507% 0 
11 PUC Fee 0.2000% 0.2000% 0.2000% 0.2000% 
12 State Income Tax (SIT) Base 97.1099% 99.6413% 99.0797% 97.4593% _,_ 
13 SIT Statutory Rate 6.2700% 6.2700% 6.2700% 6.2700% (0 
14 SIT Effecfive Rate 6.0888% 6.2475% 6.2123% 6.1107% 0 
15 Federal Income Tax (FIT) Base 91.0211% 93.3938% 92.8674% 91.3486% l 16 FIT Statutory Rate 35.0000% 35.0000% 35.0000% 35.0000% 

'"O i'; 17 FIT Effective Rate "31.8574% 32.6878% 32.5036% 31.9720% l 
"' '"O 
~~ 
,._,o 18 NET-TO-GROSS MULTIPLIER 169.0230%" __ 164. 7280% 165.6620% i 168.41703/;i 0 ,.... 
....,X 
!::: to 

• In the Appeal Stipulation, sia!f and IJSWC agreed.to distribute the one-time refund and temporary reduction to 
r 
ID en 

local service customers (86.2 percent) and access service customers (13.8 percent). 3 -N 0- 1)J ...,, 
a, (l) "" .I>, - ~ ;;r 

~ -"" "' 
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Doeket u"t"125 
U S WEST Communicatlons, Inc. 

INTRASTATE OREGON J /SSUES1o-b Issue 1c(1a) Issue 1c{2a) Issue 1c(3) lssue1c(4) Issue 1c{1b} Issue 1c(2b) 

Adjustments to Annuan __ ized___ Test____ Year Company's Annu8.fized Annuar!Zed Annualized Annualized Company's Adjust 
(SOOO's) _ __ _ Annualized Side Record Side Record Side Record Side Record Annuaraed Adjust Western 

Test Year for Interest forWestem for Interstate forProperty Test Year Interest Bectric 
Before During Electric AffiL Depreciation Held for Exhibit During Affiliated 

Llne Side Records Construction Interest Repre.scription Future Use USW/3, Construction Interest 
No. Description (Pre-1) (Pre-2) (Pre-3) (Pre-4) lnouye/3 

(1) (2) (3) (4) (5) (5) (7) ~(8) 

1 Local Service & EAS 348,109.000 348,109.000 
2 Network Access 62,537.000 62,537.000 
3 Long Distance 91,929.000 91,929.000 

• Directoty 3,819.000 3,819.000 
s Bi1ring & CoUection 2,476.000 2.476.000 

• Miscellaneous 15,559.000 15,559.000 
7 Uncotlectibles • (4, 119.000) (4,119~ 

• TOTAL-OPERATING REVENUES 520,310.000 520,310.000 

• Plant Specific 84,151.000 84,151.000 
10 Depredation & Amortization 109,278.599 1,068.109 (316.272) (16,861.436) 93,169.000 316.272 
11 Plant Nonspecific 43,695.000 43,695.000 
12 Access (interstate} 0.000 0.000 
13 ft.ccess Ontrastate) 27,201.000 27,201.!lOO 0 
14 Customer Operatfons (ex. S&C} 80,564.000 80,564.000 § ,. Billing & Collection 5,255.000 5.255.000 
1s Corporate Operations 67,783.000 67,783.000 ~ 
17 Other Gains & Losses (249.000) (249.000) z ,a TOTAL OPERATING EXPENSES 417,678.599 1,066.109 (316.272) (16,861.436) _401,569.000 316.272 

1s Net State & Local Income Taxes 4,207.333 1,078.667 5,286.000 (12.817) 
9 

20 Net Federal Income Tax 15,232.387 5,630.613 20,863.000 (47.488) 
0 21 Other Tax.es 25,866.000 25,866.000 

22 TOTAL OPERATING TAXES 45,305.720 S.709.280 52,015.000 (60.305) 0 
23 NET OPERATING INCOME 57,325.681 (11068.109) 316.272 10.152156 66726.000 60.305 (316.2721 

z4 Telecommunications Plant in Seiyiee 1,468,449.343 13,919.881 (4,513.224) 1,477,856.000 80.262 _,_ 
25 PlantAdjustment 1,877.!lOO 1,877.000 (0 
2S Materials & Supplies 14,292.000 14,292000 

0 v Accumulated Depreciation (589,740.956) (4.365.415) 3,682.995 14,272000 36.376 (676,115.000) . (46.520) 830.229 

28 AccUmulated Amortization (8,794.000) (8,794.000) l 
~ 

29 Accumulated Deferred Taxes (185,297.000) (5.676.000) (190,973.000) (626.TT2) 

~ 1-ij 30 NET AVERAGE RATE BASE 700.786.387 91554.466 (830.229) 8.596.000 36.376 718,143.000 _ (593.030) 13?0.229 

(JQ tr.! 

~ 8 31 RETURN ON RATE BASE 8.18% -0.27% 0.05% 1.29% 9.29% 0.02% -0.05% 
o ,-c :3Z RETURN ON EQUITY 9.14% -0.49% 0.09% 2.32% -0.00% 11.1Y/., 0.04% -0.09% 
>--<-,;>,: 

t_: 0:, :,3 REVENUE REQUIREMENT 16,106.m 3,345.988 (668.445) (15,m.s91) 5.866 3,016.794 (197.554) 668.445 

r 
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Docket UT 12s 
U S \NEST Communications, 1nc. 

INTRA.STATE OREGON 

I Issue 1d Issue 1e Issue 1f Issue 19 Issues 1hpn Issue1m Issue2d 
Adjustments to Annualized Test Year Remove Annuafized 

(S000's) Mnualized Remove Different Separations Test Year as Interest 
Remove UP SSSa!eof Annualized Operating Tax &Other Stipulated Coordination 

Annuatized Exchanges 1996Wage Annualization Annualization Switching (foed 
Line caner JD toPTI Increases Methods Methods Columns6 Assets Charges) 
No. DescripJion (Pre-6) (Pre-11) (Pre-16) thror1gh 13 (Post-2) 

(9) (10) (11) (12) (13) (14) (14a) -(f5)--

1 local Service & EAS 4,077.347 876.250 353,062.597 
z NetworkAC;t;e;!;,S 2,669.665 (6:218) 65.200.447 
3 Long Distance 1,066.221 92,995.221 

• Directory 33.285 69.584 3,921.869 
s Billing & Collection 2,476.000 

• M"iscellaneous 76.281 (760.957) 14.874.324 
1 Unco!lectibles (55.299) 280.790 (3,893.509) 

• TOTAL OPERATING REVENUES 6,801.279 1,525.670 528,636.949 

' Plant Specific 104.244 (1,720.341) 197.528 82,732..431 
10 Depreciation & Amortization 3,545.348 (59.227) 96,971.393 
11 Plant Nonspecific (886.531) 317.612 43,126.081 
12 Access (interstate} 0.000 
1s Pa:ess {intrastate) (3,790.000) (0.417) 23,410.583 0 
14 Customer Operations (ex. S&C} 593-412 (1,862.792) (368.253) 79.426.367 § 
1s Billing & Collection (432.000) (16.918) 4,806.082 
16 Corporate Operations (191.132) 123.485 67,715.353 trl 

:;:<:! 
11 Other Gains & Losses 0.343 {248.657) z 18 TOTALOPERATINGEXPENSES 593A12 (572.408) (4,160.796) 194.153 397,939.633 9 
19 Net State & Local Income Taxes (39.168) 471.680 274.613 280.732 102.173 6,363.216 9.001 56.073 
20 Net Federal Income Tax (194249) 2,361.593 "1,362002 (1,244.334) 538.350 23.638.874 44580 277.734 0 
21 Other Taxes 159,229 358.555 18.145 26.401.929 
22 TOTAL OPERATING TAXES {233.414) 2,992502 1,§36.615 .. {605.047) 658.668 56,404.019 53.581 333.807 Ci 
23 NET OPERATING INCOME {359,998} 4,381.185 is24_1s1 605.047 672.849 741293.297 _____{53.581) (333.807) I 
24 Telecommunications Plant in Ser.fee 62,667.250 5,045.570 1,545,649.082 (172.669) 

_.. 
2S Plant Adjustment 7.420 1,884.420 co 
" Materi31s & Suppries 109.037 14,401.037 0 21 AccUmulated Depreciation (20,190.645) (7,503.436) (603,025.372) {4,217.810) 
2a Accumulated Amortization 5,515 (8,788.485) l 

;:t> 29 Aeeumulated Deferred Taxes (6.231.371) (718.022) (198,549.165) l 
~ ::g 30 NET AVERAGE RATE BASE 3§,;14!i234 !Z18.022) (6335.B94) 751,571.517 !4,390.479} 

(JQ t;d 

~ s :31 RETURN ON RATE BASE ~0.05% 0.13% 0.35% 0.09% 0.12°/4 9.89% 0.05% -0.05% 
O 1,-,,,.( 32: RETURN ON EQUITY -0.09% 0.23% 0.63% 0.16"/i, 0.22% 12.21% 0.09% ..0.09% ...,x 
~ to :,, REVENUE REQUIREMENT 608.479 (1,560.741) (4,266.448) (1,138.448) (1,513.928) (4,383.399) (617.391) 564.211 
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Docket ui' 1zs 
U S WEST Communications, Inc. 

JN:rRASTAiE OREGON Jssue3a Issue3b /ss.ue 4a 
Adjustments to Annuarized Test Year 

Jssue4b Jssue4c Jssue4d(1} lssue4d(2) lssue4cf{3) 

($000's) US WEST US WEST UM753 
Direct Direct Rent A.~~ate Growth Affiliated 

Directory Direc:to,y Compensation & Certain Strategic Fax in Fax Interest 
Line Imputation Growth Study Leases Marketing Services. SerJices Charges 
No. Description_ (Post-13) {Post-1) {Post-3) 

(18) (18a) (17) (18) (19) (20) (20aJ (20bj--

' Local Service & EAS 
2 Networl<Access 
3 Long Distance 

• Directory 49,225.200 3,165.000 

5 Silfing & Collection 

• Miscellaneous 803.673 
7 Uncollectib!es 

• TOTAi. OPERATING REVENUES 49,225.200 3,165.000 803.673 

• Plant Specific 3,840.342 (62.255) 

,o Depreciation & Amortization 13,093.iS3 
11 Plant Nonspecific 
,2 AJ:t;;;ess (interstate) 
13 Access (intrastate) 0 
14 Customer Operations {ex. B&C) § 
1s BiUing & Colledlon 

~ 1s Corporate Operations (105.310) (164.497) 
11 Other Gains & Losses :z: 
,a TOTAL OPERATING EXPENSES 16,933.495 (62.255) (105.310) (164.497) 9 
19 Net State & Local Income Taxes 3,242.366 208.472 (1,174.473) 4.109 6.950 52.936 10.657 
20 Net Federal Income Tax 16,059.534 1,032.569 (5,817.199) 20.351 34.426 262.196 53,774 0 
2' otherTaxes 98.450 6.330 15.066 1.!:!07 
22 TOTALOPERATINGTAXES 19,400.350 1,247.371 (6,976.606) 24.460 41.376 316.739 64.631. 0 
23 NET OPERATING INCOME -- 29 824.850 1J!17.629 (9,956.889) 87.79.~ 63.9S4 486.934 99.866 - -· 
24 Telecommunic:ations Plant in Service 44.051.963 

_,_ 
2S PlantMJT,IStment (0 
2e Materials & Suppfies (2,406.075) 0 
z, Accumulated Depreciation (13,638.862) 

2s Accumulated Amortization j 
► 29 Accumu1ated Deferred Taxes (754.817) l 

'"cf '"C 30 NET AVERAGE RATE BASE ~~20~_ m '"cf 
(1q trl 
~ S 31 RETURN ON RATE BASE 4.15% 0.27% M1.68% 0.01% 0.01% 0.07% 0.01% 
o .....,. 32 RETIJRN ON EQUITY 7.48% 0.49% .-3.03% '0.02% 0.02% 0.13% 0.02%, 
..., X 
t: 0:, :,:, REVENUE REQUIREMENT (50,410.856) (3,241.234) 21,223.795 {63.882) (108.063) (823.030) (168,797) 
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Staff 113.123 

Docket lf"fi25-
U S WEST Communications, Inc. 

INTRASTATE OREGON 

I lssue4d(4) lssue4e fssue4f lssue4g(1) /ssue4g(2) lssue4g(2) lssue4h Issue Sa 
Adjustments to Annuallzed Test Year Non-

($C00's) Affiliated Revenue regulated U?95 
Interest Requirement VMS Costs in Sale of 

FCC Return Headquarters ?art64 Sbll Part64 Stm Promotional Columf'ls 18 Exchanges 
Line License Component Al!ocations Regufated Regulated Offerings through 21 to PT[ 
.No. Description (Post-10) (Pre-11) 

(20c) (21) (22) (23) (23a1J ---(23a2J (23b) {24) 

1 toear Service & EAS (3,755.138) 
2 Network Access (943.971) 
3 Long Distance 

• Directory [31.317) 
s Billing & Collection (29.000) 

• Miscellaneous 3,372.176 3,472.397 {94.538) (71.917) 
7 Unconectibles (19.371) 34.960 

' TOTAL OPERATING REVENUES 3,352.805 3,472397_ {94.ssai ______ (4.iss'.:is:ii 

' Plant Specific {110.783) 1,022.523 3.003 (1,773.143) 
10 Depreciation & Amortization 800.241 (3,643.500) 
11 Plant Nonspecific (198.081) 1,080.844 (95.491) 
12 Access (interstate} 

0 13 Aceess Qntrastate) 2,822.032 
1-4 Customer Operations (ex. B&C) (214.130) 2.455.105 (173.308) 6 
1s Bi!!ing & Collection 339.724 til 
1s- Corporate Operations (101.163) [564.000) 896.144 8.348 (154.217) ?:' 
17 Other Gains & Losses 81.702 z 
1s TOTAL OPERATING EXPENSES {101.16~ (1,086.994) 6,338.559 11.351 [2,677.903)_ 9 
" Net State & Loeal Income Taxes 6.677 71.742 [210.407) 228.720 (6.227) (0.749) (57.513) 

" Net Federal Income Tax 33.070 355.338 (1,049.274) 1.132.856 (30.643) (3.711) (284.862) a 
21 other Taxes 74.127 6.945 (0.189) (83.541) C) 
zz TOTALOPERATINGTAXES 39.747 427.080 (1,185.554) 1,368.521 (37.259) (4.460) (4~5.916) 

! 
23 NET OPERATING INCOME 61.416 659.914 (1,800.200) 2.103.876 {§7.279) . (6.8911 (1,692.5641 

-!, 
2-4 Telecommunications Plant in Service 6,190.268 (64,125.841) (D 
25 PlantAd"jUStment 6.939 
26 Materials & Supplies 68.802 a. 
27 Accumulated Depreciation [2,418.681) 20,889.539 l 2S Accumulated Amortization 

> 2s Ac:cUmulated Deferred Taxes (664.142) 5,776.617 

~ ;g 30 NETAVERAG5RA1EBASE 3183.186 (37,458,68§). 

og trJ 
0\ (5 31 RETURN ON RATE BASE 0.01% 0.09% -0.29% 0.29% -0.01% 0.26% 
o - s2 RETURN ON EQUITY 0.02% 0.16% -0.52% 0.52% -0.02% 0.47% ,...,x 
~ to 33 REVENUE REQUIREMENT 0.000 (103.807) (1,115.406) 3,556.034 {3,556.034) 96.815 11.647 (3,179.475) 

r 
ll) (fl 
3 s-N> er 
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I Docket U f 12S 
US VJEST Communications, Inc. 

!NTRASTA TE OREGON I Issue Sb Jssue5c Jssue6a Issue 6b lssue6c Issue 6d Issue 7a(1) Issue 7a(2) 
AcfjUStments to Annualized Test Year • Tariff, Price Current Unfunded 

($000's) UP96 &Contract SFAS106 SFAS106 
Effect on 1995 1996 Changes Switched Post- Post-

UP96 Property EAS EAS Made After Aocess (not retirement retirement 
Line Slipulation Taxes Conyersion Conversion Jan. 1. 1995 Fifing used) Benefits Benefits 
No. Description (Post-4) (Post-7) (Post-11) (Post-5) (Post-SJ 

(25) /26) /27) (28) (29) /30) (31) (32) (32a)--

1 Local Service & EAS 136.001 1,129.882 15,937.304 , NetworkAccess {1,582.542) 
3 Long Distance (867.284) (2,578.245) 153.895 

• Directory 
5 Billing & Collection 

• Ml~llaneous 
7 Uncollecb'bles 5.035 8.503 (143.126) 2.511 

• TOTAL OPERA TING REVENUES (726.248) {1,439.860) 15,948.073 (1,580.031} 

• Plant Specif,c 161.834 
10 Oeprecia~on & Amortization 
11 Plant Nonspecific 80.495 
12 Access (interstate) 

0 13 Access (intrastate) (296.903) (538.090) (1,910.499) 
1~ Customel'Operations {ex.. B&C} 6,516.087 134.170 § 
1s Billing & Collection 

~ 1s Corporate Operations 28.679 
17 Other Gains & Losses :z: 
1a. TOTAL OPERATING EXPENSES (296.903} (538.090) S,516JJ87 (1.910.499) 405.178 9 
1s Net State & Local Income Taxes 27.878 25.283 (28.441) (60.738) 601.464 21.768 (26.742) 7.075 
20 Net Federal Income Tax 138.083 125.227 (140.869) (300.838) 2,979.070 . 107.815 (132,453) 35.042 
21 OtherTaxes (383.074) 1.578 18.506 318.894 0.656 0 
22 TOTAL OPERA.TING TAXES 165.961 (232.564) (167.732) (343.070) 3,899.428 130.239 (159.195) 42.117 0 
23 NET OPERATING INCOME (165.961) 232.564 (261.613) {558.700) 5532.558 200.229 (;!45.983) {42.11:11 

2" Telecommunications Plant in SetVice (3,451.113) ~ 
2S Plant Adjustment 

CD 26 Materials & SuppUes 
Zl Accumulated Depreciation (22,400.000) 0 
2a Accumulated .Amortization l ;.:t::,- 2.9 Accumulated Deferred Taxes 8,800.960 

~ ;:g 30 NET AVERAGE RATE BASE (13,599.{)40) @.,151.1.!fil_ ! 
(JQ trl 
~ 8 3.1 RETURN ON RA.TE BASE 0.16% 0.03% .-0.04% --0.08% 0.77% 0.03% •□.03% 0.04% 
g, X 32 RETURN ON EQUITY 0.29% 0.05% -0.07% -0.14% 1.39% 0.05% ·0.05% 0.07% 

N 
1--' tt, 33 REVENUE REQ.UlREMEITT (1,912.305) (393.087) 442.186 944.332 (9,351.296) (338.433) 0.000 ' 415.768 (485.297) 

r 
"' CJ) 
3 -N ty "' a, !!l. ~ ~ 
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·ocKet uTT2S 
U S WEST Communications, Inc. 

INTRASTATEOREGO::J Issue 7b Issue 7c Issue 7d Jssue 7e lssue8a Jssue Bb(1) Issue 8b(2) 

Adjustments to lvlnu.alized Test Year . Team 

{S000's) AT&T Post- Disability End of Performance 199S 1996-1997 

retirement Pension Compensated Awards&• Occupational W.age& 

Benefits Payment Pension Absences Officers' Wage Sata,y (not 

Line Cost-Shariog True-Up Accounting Ao:rual Incentives Increases Increases used) 

No. Description Agreement (Post-8) (Post-9, 12) (Bonuses} {Pre-16} 

(.33) /34) (35) /36) (37) (38) (38a) (38b) 

' Local Service & EAS 
2 Net-Nork Access 
3 Long Distance , Directory 
5 Billing & Collection 

• Miscellaneous 
7 UncoQecbbles 

• TOTAL OPERA TING R=--YENUES 

9 Plant Specific 
(141.818) 1,863.240 1.153.030 

10 Depreciation & Amortization 

" Plant Nonspecific 
(1.964.115) 957.898 1,665.306 

12 Ar;cess {interstate) 0 
13 Access Qntrastate) 
1"(. • Customer Operations {ex. B&C) 

(1,019.739) 1,426.360 2,471.697 6 
1s Billing & Coltection ti::I 
1s Corporate Operations (365.339) (203.911) (297.969) (780.602) 199.503 2,418.265 ~ 

17 Other Gains & Losses z 
1a TOTALOPERATINGEXPENSES (365.339) (203.911) (297.969) (3,906274) 4.447.001 7,708.298 9 
19 Net State & Local Income Taxes 24.112 13.458 (79.457) 19.666 257.814 (293.502) (508.748) 

20 Net Federal Income Tax 119.429 66.659 (393.553) 97.406 1,276.961 (1,453.725) (2,519.843) 

21 other Taxes 0 
22 TOTAL OPERATING TAXES 143.541 80.117 (473.010) 117.072 1,534.775 (1-,747.227) (3,028.591) 

23 NET OPERATING INCOME 221.798 12$.794 473.010 180.897 ,l,371.499 (2,699.774) {4,679.70ZJ, 
0 

2~ Telecommunications Plant in Ser.rice 38,758.976 _,, 
25 Plant Adjustment 
26. Materials & Suppli~ 

(0 

27 Accumulated Depreciation 0 
28 Accumulated Amortizatlon 

> 29 Accumulated Deferred Taxes I 
;;i:1 :g ,o NET AVERAGE RATE BASE __ 38_.I?~.976 

"" ti::I 
~ 8 3' RETURN ON RATE SASE 0.03% 0.02% -0.41¾ 0.03% 0.33% -0.38% -0.65% 

0 - 32 RETURN ON EQUITY 0.05% 0.04% -0.74% 0.05% 0.59% ~0.69% -1.17% 

...., X 
~ td 33 REVENUE REQUIREMENT (374.690) (209.240) 5,450.309 (305.756) (4,008.379) 4,563.239 7,909.781 0.000 

r 
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3 -

N 
rr ID 

~ 
-.J ~ ~ 
0 

~ 

o3 "' 



S,n, ' 
Docket UT 125 

U S WEST Communications. Inc . 
INTRASTATE OREGON J Jssue8b(2) Issue Bb(2) tssue8b{2) Issue Se Issue Bd Issue Be lssue8f Issue 8g 

.Adjustments to Annuafized Test Year • {lssue8•J [Issue Sa] SFAS 112 UM767 

(S000's) _ SFAS 109 Accounting Ballot ORS Oregon 

Payroll Bonuses Wage Base Accounting for Post- Measure 5 291.349 Depreciation 

Tax {not Included in Related to forlncome employment Property Income Repre-, 

Line Increases used) Wage Base Reengin'g Taxes Benefits Taxes Tax Refund scription 

No_ Description (Post-6) (Post-14) 
- -

(38c) (38d) (3Be) (380 (39) (40) (41) (42) • ·-- (43) ---

1 Local Service & EAS 
2 Network.Access 
3 tong Distance 

• Directory 
5 Billing & Collection 

• Miscellaneous 
7 Uncol!ecbOfes 

• TOTAL OPERATING REVENUES 

' Plant Specific 33.252 (42.181) (112.351) 

10 Depreciation & Amortization 20,325.655 

11 Plant Nonspecific 48.003 (60,921) (162.268) 

12 .At:.cess (interstate) 0 
13 Al:.ce.ss (intrastate) 
14 Customer Operations {ex. S&C) 71.328 (90,421) (240.843) 6 
1s Billing & Collection tn 
1e Corporate Operations 69.761 (88.466) (235.637) ,-1 

17 Other Gains & losses :z: 
1B TOTAL OPERATING EXPENSES 222.344 (281.989) (751.099) 20,325.655 9 
19 Net State & Local Income iaxes (14.675) 18.611 49.57s 169.768 (575.822) (1,328.344) 

:20 Net Federal lneome Tax (72.684) 92.182 245.534 840.868 201.538 (6,581.808) 0 
21 OtherTaxes (2,572.248) 0 
22 TOTAL OPERATING TAXES (87.359) 110;793 295.107 (1,561.612) (374284) (7,910.652) 

23 NET OPERATING INCOME (134.985} 171.196 455.992 1 561.612 374.284 __ill,~ -- ~ 

24 Telecommunications Plant in Service <O 
2s Plant Adjustment 
2e Materials & Supplies . 0 
21 Accumulated Depreciation (10,163.000) 

20 Accumulated Amortization 
► 29 Accumulated Deferred Taxes 3,993.043 

~ ::g_"1_ NET AVERAGE RATE_BASE (6.169.SW 

(lQ tn 
~ El 31 RETURN ON RATE BASE -0.02% 0.02% 0.06% 0.22% 0.05% -1.66% 

~ ~ 32 RETURN ON EQUITY -0.04% 0.04% 0.11% 0.40% 0.09% -2..99% 

N ,.... to 33 .REVENUE REQUIREMENT 228.156 0.000 (289,361) (770,731) 0.000 0.000 (2,639.463) (632.626) 19,989.318 

r 
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Doeket uT 125 
U S WEST Communications, Inc. 

INTRASTATE OREGON 
Adjustments to Annualized Test Year 

I lssue8h Issue Bi Issue 81 Issue Bk Issue BJ lssue8m Issue 8n lssue9a 

(S00O's) I Average Service 
Grmvth In Marketing lnformation PUC Fee Reen• 
Access Aeon.lat Management Purchase Rate gineering 

Line Alrcraft Advertising Lines Reversal Systems Rebates Change Costs 
No. Description (Pre-10) 

/44) (45) (46) (47) (48) (49~ -~(50)- (51) 

' Local Service & EAS 24.219.789 

z Networkh;cess 
3 Long Distance 

• Directory 
5 Bi11ing & Collection 

• MisceRaneous 
1 Uncollectibles (215.823) 

a TOTAL OPERATING REVENUES 24.003.966 

' Plant Specific (353.938) (343.179) (7.334.998) 
10 Oepreciatiot'> & Amortization 
11 Plant Nonspecific (26.524) (6,250.879) 
12 Accass (interstate) 
13 Access (intrastate) 0 
1.f. Customer Operations (ex. S&C} (550.062) (5.303.184) § 
1S Billing & Collection 

~ 1s Corporate Operations (392.870] (189.072) (6,017.558) 
17 Other Gains & Losses z 
18 TOTAL OPERATING EXPENSES (392.870) (904.020] (558.775) (24.906.717)_ 0 
19 Net State & l.oca! Income Taxes 1,552.308 25.929 59.665 36.879 (14.743) 1.643.843 
20 Net Fedei-al Income Tax. 7,68S.626 128.429 295.524 182.664 (73.025) 8,142.006 C) 
Z1 Other Taxes 484.154 223.386 
22 TOTAL OPERATING TAXES 9,725.088 154.358 355.189 219.543 135.618 9,785.849 0 
23 NET OPERATING INCOME 14 27&878 238.512 548.831 339.232 {135.618} 15,120.868 

24 Telecommunications Plant in Service ..... 
25 PlantAdjustment (0 
25' Materials & Suppries 

0 Zl Accumulated Depreciation 
28 • Accumulated Amortization l 

>-0" ► 2s Accumulated Deferred Taxes l ~ ::g ~ET"-VERAGERATEBASE 

"' til 
8 13 31 RETURN ON RATE BASE 1.99% 0.03% 0.08% 0.05% -0.02;'/o 211% 
O - 32 RETURN ON EQUITY 3.59% 0.05% 0.14% 0.09% -0.04¾ 3.80% ....,x 
~ '0:1 33 REVENUE REQUIREMENT 0.000 0.000 (24,134.588) (403.140) (927.651) (573.380) 229.226 (25,557.745) 

,-
"' 3 (J) 
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bocket 01125 

U S WEST Communications, Inc. 
INTRASTATEOREGON ~ lssue9b lssue9c: Jssue9d Issues Issue 10 TOTAL Issue Bo 

Adjtistments to Annu. aliiz.•d····T·· .est... Year • 
1b and11 ADJS. 

(S000's) _ _ _ _ Effects of Columns ADJUSTED HB2578 

Extra• New Plant Weighted Adjustments 7 .. 13 TESTYEAR PUC Fee 

ordinary Service Investments & Net-to--Gross on Intrastate and Columns Statute 

Line Expenses Quality Related Costs Factor Separations 15 .. 56 6+57 Changes 

No. Description 
/52) (53) /54) (55) /56) (57) (58) /SSJ 

1 Local Service & EAS 42,621.435 390,730.435 

2 Network Access 136.934 62,673.934 

3 Long Distance 34.446 (2,190.967) 89.738.033 

• Oireclory 52,461.752 56,280.752 

5 Bitnng & Collection (29.000) 2,447.000 

• Miscellaneous (355.451) 6,441.664 22,000.664 

7 UncollecbOles [0.248) (102,068) (4.221.068) ----
• TOTAL OPERATING REVeNUES (321.253) 99,339.750 619,649.750 ·--· 
9 Plant Specific {4,684.707) 4,191.385 96.515 (4,012.796) 80,138.204 

10 Depreciation & Amortization 14.735.401 (83.166) 49,030.177 142.199.177 

11 Plant Nonspecific {1,357.703) (14.227) (6.855.582) 36,828.418 

12 .At;cess (interstate) 0.000 

i3 Access ("intrastate) (3,713.877) 23,487.123 0 

1-4 Customer Operations (ex. B&C) (438.239) (340.736) 3,568.432 84,130.432 6 
1s Billing & Collection (457.442) (566.636) 4,688.364 ti::! 
1s ~rporate Operations 91.916 (6,013.742) 61,769.258 ~ 
't7 Other Gains & Losses (13.462) 68.564 (180.437) z: 
18 TOTAL OPERATING EXPeNSES (6,480.649) 18,913.305 (707.140) 31,491.540 433,060.540 9 
1s Net State & I.ocal Income Taxes 427.723 (1,557.493) 13.764 4,033.126 9,319.126 74.700 

2G Net Federal Income Tax 2,118.524 {7,714.308) 42.496 20,437,390 41,300.390 390.842 0 
21 other Taxes 1,683.345 135.109 565.030 26,431.030 (1,191.3911 

22 TOTAL OPERATING iAXES 2,546.247 {7,588.456) 191.369 25.035.546 77,050.546 (725.649) 0 

23 NET OPERATING INCOME S 934.4tl2 {11,324.~ 194.518 42,812.665 109,~8.664 725.64.\L .. 

2-< Telecommunications Plant in SeNice 247,400.144 1,952.521 338,397 -331 1,816,253.331 
_,__ 

25 Plant Adjustment 2.013 16.372 ,1,893.372 (D 

2S Materials & Supplies (3,414.487) (2.630) (5.845.553) 8,646.447 0 
ZT Accumulated Depreciation (136,886.962) 2,564.920 {193,191.228) (769,306.228) 

:zs Accumulated Amorti'zaiion (12.219) (6.704) (8,800.704) J 
""o ► :zs Accumulated Deferred Taxes {10,459.072) (214.171) (1,097.747) (192,070.747) j 
~ :g zo NET AVERAGE RATE BASE 9~ 639.623 4280.234 138 4'1_g.40 856,615.471 

(I) trJ 
:::: (5 31 RETURN ON RATE BASE 0.55% -2.49% -0.03% 3.50% 1279% 0.1()0/,;, 

o - 32 RETURN ON EQUITY 0.99% -4.49% -0.05% 6.31% 17.45% 0.18% 

..., X 
t: to 33 REVeNUE REQUIREMENT (6,650.044) (11, 190.6.\3) 34,724.539 208.696 361.399 (61,016.794) (58,000.000) {1,226.852) 
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Docket UT 12$ 
US WEST Communications, Inc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Year 

($ODO'S) 

Line 
No. Description 

1 Local Service & EAS 
2. NetworkAccess 
3 tong Distance 
-' Directory 
s Billing & Collection 
e Miscellaneous 
1 Uncollectibles 
a TOTAL OPERATING REVENUES 

s Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 Access (interstate) 
13 Access (intrastate) 
14 Customer Operations (ex. S&C) 
1s Silting & conection 
1e Corporate Operations 
17 Other Gains & Losses 

1s TOTAL OPERATING EXPENSES 

1s Net State & Local Income Taxes 
20 Net Federal Income .Tax 
21 OtherTaxes 
22 TOTAL OPERATING TAXES 

22 _ _l!ET.OPE!<ATING 11!(::0ME 

24 Teleo:::irTimunications Plant in Service 
:2s PlantAdjustment 
:2s Materia!s & Supplies 
xr Accumulated Depreciation 

Accumulated Amortization 28 

~~ 
(iQ re 30 
<> t:<J -z 
lV t:;I 31 

~~32 

~to 

Accumulated Deferred Taxes 

_NET AVERAGE RATE BA_:51:: 

RETURN ON OREGON RATE BASE 
RETURN ON EQUl1Y 

ISSUES1a~b 

Annualized 
Test Year 

Before 
Side Records 

/1) 

348.109.143 
248,399.363 

· 112,528.408 
3,818.935 
8,386.560 

18,096.792. 
(5,811.267) 

733,527.934 

117,634.532 
154,827.489 

62,355.959 
3,926.760 

27,200.583 
101,009.361 

7,092.521 
91,512.189 

(352.385) 
565,207.009 

8,189.645 
29,111.402 
31,946.981 
59,248.028 

99,072.897 

2,079,782.815 
2,849.594 

19,944.722 
(840,540.617) 

(11,909.855) 
(261,445.502) 

988,481_._157 

10.02% 

Issue 1c(1a) Issue 1c(2a) 
Annuafized Annualized 
Side Record Side Record 
for Interest forWestem 

During Electric Affit. 
Construction Interest 

(Pre-1) (Pre-2) 
(,!} (3) 

1,543.287 (456.974) 

, 1,543.287 (456.974) 

(1,543.287) 456.974 

19,854.345 (6,437.347) 

(6,266.746) 5,287.102 

13~§_87.599 (1,150.245) 

-0.29% 0.06% 

Issue 1c;(3) Issue 1c(4) ISSUE1c(1b} Issue 1c{2b) 
Annualized Annualized Adjust 
Side Record Side Record Company's Adjust Western 
for Interstate for Property Annuaflz.ed Interest Elecnic 
Depreciation Held for Test.Year During Affiliated 

Represcription Future Use Construction Interest 
(Pre-S) (Pr"'4) 

(4) /ST (6) m ••"/Bi' 

348.109.143 
248,399.353. 
112,528.408 

3,818.935 
8,386.560 

18,095.792 
(5,811.267) 

733,527.934-

117,634.532 
(24,371.895) 131,541.907 456.974 

62,355.959 
3,926.760 0 

27,200.583 § 101,009.361 
7,092.521 tTl 

91,512.189 ::;;; 
(352.385) z 

(24,371.895) 541,921.427 456.974- 9 
1,559.353 9,748.998 (18.519) 
8,134.701 37,246.103 (68.615) 0 

31,946.981 0 9,694,054 78,942.082 (87.134) 

112,664.425 
I 

14,877.841 87.134 (456.9741 
-'-2.093,199.813 114.480 (D 

2,649.594 
19,944.722 0 

20,761.994 51.343 (820,706.924) (66.782) 1,150.245 l (11,909.855) 
(8,075.117) (269,520.619) (880.000) 

12,686.877 51.343 1,013!..~S.731 {B32.302~J • .1filh~4.q 

1.34% ·0.00% 11.11% 0.02% -0.05% 
14.43% 

r" 
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Docket UT 125 
• US WEST Communications, lnc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Year·· 

($00O's) 

Line 
No. Desc:ri_e_tion 

1 Local Service & EAS 
2 Network Access 
a Long Distance 
4 Directory 
s Biffing & Collecfion 
e Miscellanoous 
7 Unco!!ectibles 
s TOTALOPERATINGREVENUES 

9 Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 Access {interstate) 
13 Access (intrastate) 
14 Customer Operations {ex. B&C) 
1s Bimng & eonedion 
1e: Corporate Operations 

11 other Gains & Losses 
1s TOTAL OPERATING EXPENSES 

1S Net State & Local Income Taxes 
20 Net Federal Income Tax 

21 Other Taxes 
22 TOTALOPERATINGTAXES 

2:1 NET OPERA TING INCOME 

2.ot Telecommunications Plant in Ser...ice 
25 Plant Adjustment 
2e Materials & Supplies 
21 Accumulated Depreciation 
2s Accumulated Amortization 

~ ► 2s Accumulated Deterred Taxes 

"' ~ til 30 NET AVERAGE RATE BASE 

-z 
W t;l >1 RETURN ON OREGON RATE BASE 
0 -,_., ;>< 32 RETURN ON EQUITY 

~ tJ:l 

Issue 1d 

Remove 
Annualized 
Caller ID 
(Pre-6) 

/9) 

781.937 

781.937 

(51.608) 
(255.961) 

(307.569) 

{474.3681 

--0.05% 

lssue1e Issue 1f Issue 1g 
Remove 

Annualized Remove Different 

UP 96Saleof Anmrafized Operating Tax 

Exchanges 1996 Wage Annuafization 

toPTI Increases Methods 
(Pre-11) (Pre-16) 

(10) (11) (12) 

4,077.347 
9,001.528 

33.285 

87.089 
(107.194) 

13,092.055 -·--·----
157.207 (2,594.392) 

5,122.595 
(1,354.929) 

(25.000) 
(3,790.000) 

(1,795.746) 
{439,000) 

(268.821) 

1,025.802 (6,D13.888) 

769.536 396.917 1.269 

3,848.750 1,968.596 12.776 

308.652 (38.542) 

4,926.948 2,365.513 (24.497) 

7139.305 3 648.375 24.497 
-· 

89,381.330 

(28,984.561) 

(8,865.231) 393.116 

-~:'{ 531.538 393.116 

0.19% 0,37% ~0.00% 

lssues1h-n Jssue1m Issue 2d 
Annualized 

Other Test Year as Interest 
Differenl StipUlated Coordination 

Annuafization Switching (Fixed 

Methods Columns 6 Assets Charges) 
through 13 (Post-2) 

/13} (14) (14a) ---ffsj--

876.107 353,062.597 

(784.766) 255,616.125 
1,305.329 113,833.737 

69.649 3,921.869 
8,386.560 

(706.841) 17.477.040 
1,571.075 (4,347.386) 

2,?30.553 748,950.542 

115,197.347 
137,121.476 

61,001.030 
3,901.760 0 

23,410.583 
ES 99,995.552 

(31.283) 6,622.238 l:rj 

91,243.368 ~ 

(352,385) z 
(31.283) 538,140.969 9 ··--
152.105 10,998.698 12.672 46.237 
769,105 43,520.754 62.766 229.011 0 

17.203 32,234.304 0 
938.413 _ 86,753~- 75.438 27~.248 

1 423.423 124,055.817 Q:5.438} (;,75.21§1 
.....l,, 

(8,328.031) 2,174,367.592 (242.884) <O 
2,649.594 

19,944.722 0 
188.553 (848,419.469) (5,938.595) 

(11.909.855) 
(278,872.734) 

(8,139.478) 1,057,759.850 (6,181.4791 

0.23% 11.73% 0.06% ~0.03% 
15.54% 

r 
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Docket UT 125 
US WEST Communications, Inc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Year 

(S000's) 

Line 
No. Oescri_etion 

1 Local Service & EAS 
2 NehWl'i<Aecess 
z Long Distance 
4 Directory 
s Billing & Co!leclion 
s Miscellaneous 
7 Uncollectibies 
a TOTAL OPERATING REVENUES 

s Plant Specific 
10 Depreciation &Amortization 
11 Plant Nonspecific 
12 /v::ceSS (interstate) 
13 Access {intrastate) 
1, Customer Operations (ex. B&C} 
1s Billing & Coned.ion 
1a Corporate Operations 
11 Other Gains & Losses 
1a TOTAL OPERATING EXPENSES 

19 Net State & Local Income Taxes 
20 Net Federal Income Tax 
21 Othe_r_T axes 
22 TOTAL OPERATING TAXES 

23 _NET OPERA.TING INCOME 

24 Telecommunications Plant in Service-
25 PlantAdjustmerrt 
26 Materials & Suppries 

28 

:a Accumulated Depreciation 
Accumulated Amortization 
Accumulated Deferred Taxes ~~ 

QQ "Cl ,a NET AVERAGE RATE BASE 
Cl> tI1 -z 
-IS- t:i 31 
o-...., X,, 
t: t):j 

RETIJRN ON OREGON RATE-BASE 
RETIJRN ON EQUITf 

Tssue3a lssue3b 

USWEST USWEST 
Direct Direct 

Directory Directory 
Imputation Growth 
(Post-13) 

(15j (160) 

49,225,200 3,165.000 

49,225.200 3.!165.000 

3,242.366 208.472 
16,059.534 1,032.569 

98.450 6.330 
19,400.350 1,247.371 

~_,82~'.s_~Q 1 91','..629 

248% 0.16% 

lssue4a Jssue4b lssue4c tssue4d(1J lssue4d(2) Jssue4d(3) 

UM753 
Rent Affiliate Growth Affiliated 

Compensation & Certain Strategic: Fax in Fax Interest 
Study Leases Marketing Se;vices Services Charges 

(Post-1) (Post-3) 
(17) --/18) (19) (20) {20a) /20br· 

5,347.325 
18,615.019 

23,962.344 

(1,661.573) 
(8,229.821) 

21.183 
(9,870.211) 

{14,092.133), 

61,965.510 

(3,332.196) 
(19,203.254) 

Jl,059.777) 

-~8.37.Q..2_8_3 

-1.53% 

(86.684) 

(141.900) 

(86.684) (141.900) 

S.721 9.365 
28.337 46.387 

34.058 55,752 

52,~ --~~148 

944.300 

944.300 

62.199 
308.074 

1..889 
372.162 

. (221.652) 

(221,652) 

14.629 
72.458 

______ 87.087 

fS72.138 _____ -=--=:::.==.=.::... 134.565. 

0.05% 0.01% 

,
llJ 
3 (/) 
0- -

~ ~ 
:::;: ~ 
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.. Docket UT 125 
'. ti S WSST Communications, Inc. 
iOtal Oregon Subject to Separations 
Adjustments to Annualized Test Year • 

Line 
No. 

(S000's) 

Description 

1 Local Service & EAS 
2 Network Ar:J:ess 
3 Long Distance 
4 Directory 
s Billing & Collection 
s Miscellaneous 
7 Uncollect:i'"bles 
a TOTAL OPERATING REVENUES 

9 Piant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 k;cess (interstate) 
13 Access (intrastate} 
1' customer Operations {ex. B&C) 
15 Bilfing & Collection 
1e Corporate Operations 
17 other Gains & Losses 
18 TOTAL OPERATING EXPENSES 

19 Net State & Local Income Taxes 
:,0 Net Federal Income Tax 
21 other Taxes 

· 22 TOTAL OPERAT(NG TAXES 

23 NET OPERATING INCOME 

24 Telecommunications Plant in Service 
25 Plant MJUstment 
2s Materials & Suppnes 
27 Accumolated Depreciation 
2e Accumulated Amortization 

~ ;:t> 29 Accumulated Deferred Taxes 

~ ;g 30 NET AVERAGE RAI§ BASE 
(I> l;rj -

-z 
Vl t, s1 RETURN ON OREGON RATE BASE 
g, X "" RETURN ON EQUITY 

~Oi 

lssue4d(4/ lssue4e lssue4f lssue4g/1) 

Affiliated 
Interest· 

FCC Return Headquarters Part64 Still 
License Component PJ!ocations Resulated 

(Post-10) 
(20c)-- /2V--- (22) (23) 

4,517.316 
(25.949) 

~i9..1.S67 

(154.255) 1,423.770 
1,137.732 

(280.182) 1,528.833 

(269.584) 3,090.908 

(136.312) (759.965) 1,210.208 
115.784 

(136.312) (1,463.986) 8,507.235 

8.997 96.623 (293.781) 
44.560 478.577 (1,415.592) 

103.819 
53.557 575.200 (1,595.554) 

?2.755 __ ··· ~.786 .Je,420.314) 

8,707.515 
9.756 

95.285 
(3,405.456) 

(932.468) 

4474.632 

0.07% -0.25% 

lssue4g(2) lssue4g{2/ lssue4h Issue 5a 
Non-

Revenue regu!ated UP96 
Requirement VMS Costs in Sale of 
Part64 Still Promotional Columns 18 Exchanges 
Regulated Offerings through21 toPTl 

{23a1) (23a2) (23b) 
(Pre-11) ___ 

(24) 

(3,755.138) 
(2,921.022) 

(31.317) 
(88.000) 

3,4723~7 (94.538) (82.106) 
48.918 

3,472.397 (94.538) ·7s,a2S:s65) 

4.182 • {2,468.940) 
(5,180.098) 

(135.070) 
49.441 

0 2.822.032 
{218.190) 6 
345.56$ l;rj 

11.248 (207.800) ~ 
z 

15.430 (4,9~3.059) 0 
217.284 (5.916) (1.018) (7.364) 

1,136.859 (30.952) (5.044)- (36.474) 0 
6.945 (0.189) (87.744) 0 

1,361.088 (37.057) (6.062) (131:ss~ 

g, 111.309 (57.481) (9.3~ .t\JQ4.021). _.,, 
(90.202.348) (0 

0 
29,412068 

- .. ~"!?.!.. L 

67..9.79fil. 

0.17% -D.01% 0.42% 

r ru 
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Docket UT 125 
•·· US WEsr Commtmications, Inc. 
Total Oregon SubjecttoSeparations • 
Adjustments to Annualized Test Year 

(SOOO's) 

Line 
No. Description 

1 Local Ser.ice & EAS 
1 Netmrl< Access 
3 Long Distance 
4 Directory 
s Bimng & CoUedion 
e: Miscellaneous 
7 Unconech'"bles 

a TOTAL OPERA TING REVENUES 

s Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 Access {interstate) 
,s Acce.ss (intrastate) 
1--4- CUstomer Operations (ex:. S&C) 
15 Billing & Collection 
16 Corporate Operations 
17 Other Gains & Losses 
1a TOTAL OPERATING EXPENSES 

19 Net State & Local Income Taxes 
20 Net Federal lncome Tax 
21 OtherTaxes 
22 TOTAL OPERATING TAXES 

Z3 NET OPERATING INCOME 

24 Telecommunications Plant in Service-
2S Plant Adjustment 
2s Materials & Supplies 
zr Accumulated Depreciation 
2s Accumulated Amortization 

>-o > :is Accumulated Deferred Taxes 

C§ . ~ 30 N1;J AVERA.GE RATE BASE 

-z 
0\ t, 31 RETURN ON OREGON RATE BASE 

;:\, X 32 RE!tJRN ON EQU!1Y 

!:::: o:J 

Issue 5b 

UP96 
Stipulation 
(Post-4)_ 

(25) 

39.539 
195.836 

235.375 

(235.375) 

(31,531.984} 

1~345.086 

(19,286.898}. 

0.18% 

lsstie5c Issue 6a Issue 6b 

UP96 
E!fec!on 1995 1996 
Property EAS EAS 
Taxes Conversion Conversion 

{Post-7) 
(25) (27) (28) 

136.001 1,129.882 

(867.284) (2,578.245} 

5.035 B.503 

(726.248) (1,439.860) 

(295.903) (538.090) 

(296.903) (538.090) 

35.546 (28.441) (60.738) 
176.063 (140.869) (300.838) 
(538,582) 1.578 18.506 
(326.97") (167.732) (343.070) 

326.973 (261.613) (558.700) 

0.02% -0.02% -0.05% 

Issue 6c 
Tariff. Price 
&Contract 
Changes 

Made After 
Jan.1.1995 

(29) 

15,937.304 

153.895 

(143.126) 
15,948.073 

8,203.569 

8,203.569 

490.090 
2,427.432 

318.894 
3.236.416 

4,508.088 

0.37% 

Issue 6d 

Switched 
Ac,;ess (not 
Fifing used) 

(PosM1) 
(30) (31} 

(2,526.514) 

4.010 
(2,522.504) 

(1,910.499) 

(1,910.489) 

(40.311) 
{199.662) 

(1.232) 
(241.205) 

(3?0.800) 

-q.03% 

Issue 7a(1) Issue 7a(2) 
Unfunded 

SFAS 106. SFAS 106 
Post- Post-

retirement retirement - Seoefrts 
(Post~ (Post--5) 

(32) --(32a)-

:225.339 

113.858 

168.916 

38.644 

546.757-

(36,085) 9.952 
(178.735) 49.292 

(214.821) 59.244 

(331.9361 __ {59.244} 

(4,854.494) 

'.1,854.~ 

--0..03% 0.04% 

~ 
3 (/) 
O' -
(l) "' ::r ~ - ~ ~ ~ 
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Docket UT 125 
U S WEST Communications, Inc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Year· 

($000'$) 

Une 
No. Descri_e!:ion 

1 Local Servi:::e & EAS 
:2. NetwortcAttess 
3 Long Distance 
◄ Directory 
s Billing & Collection 
e Miscellaneous 
1 unconectibles 
e TOTAL OPERATING REVENUES 

9 Plant Specific. 

10 Depreciation & Amortization 
11 Plar.t Nonspecific 
1~ Access (interstate) 
13 Aceass CTntrastate} 
14 Customer Operations (ex. S&C) 
1s Bimng & Collection 
1s Corporate Operations 
17 Other Gains & Losses 
1e TOTAL OPERATING EXPENSES 

1' NetState & Local tncomeTaxes 
20 Net Federal Income Tax 
21 Other Taxes 
22 TOTAL OPERATING TAXES 

23 NET OPERATING INCOME 

24 Telecommunications Plant in Service 
2.5 Plant Adjustment 
28 Materials & Supplies 
27 Accumulated Depreciation 
:ze. Accumulated Amortization 

~ ?; 2S Aceumulated Deferred Taxes 

lJQ ~ '30 NETAVERAGERATEBASE 
(l) trl 
-z 
__, t;J 31 RETURN ON OREGON RATE BASE 

g, X 32 RETURN ON EQUJ1Y 

~tD 

Issue 7b 

AT&T Post-
retirement 

Benefits 
Cost-Sharing 
A_greement 

(33) 

(492.278) 

(492.278) 

32.490 
160.926 

193.416 

298.862 

0.02% 

Issue 7c Issue 7d Issue 7e 

Disability End of 
Pension Compensated 
Payment Pension Absences 
True-Up Accounting Accrual 
(Post-8) {Post-9, 12} 

(34) /35) (36) 

(274,761) (401.500) 

. (274.761) (401.500) 

18.134 (111.768) 26A99 
89.819 (553.589) 131.250 

107.953 (665.357) 157.749 

166.808 66,5.357 243.751 

54,520.152 

54520.152 

0.01% -0.49% 0.02% 

Issue Ba Issue Bb(1} Issue8b(2J 
Team 

Perfonnance 1996 1996-1997 
Awards& Occupational Wage& 
Officers' Wage Salary (not 

Incentives Increases Increases use<l) 
(Bonuses) (Pre--16) 

(37) (38) (388) (38b) 

(197.468) 2,594.391 1,605.489 

(2,776.204) 1,354.929 2,355.544 

0 
(1,283.8?3) 1,795.747 3,111.797 ~ 

trl 
(1,051.826) 268.821 3,258,502 ?=I 

z 
(5,311.321) 6~013.888 10,331.332 0 

350,547 (396.917) _(681.868) 
1,736.271 (1,965.940) (3,377.312) 0 
2,086.818 (Z362.B57) (4,059.180) 0 
3,224.503 (3,551.031) (S,272.152} I _,_ 

(D 

C· 

0.27% -0.31% -0.53% 

r 
!ll 
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c- ru m. ~ :,-
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Docket UT 125 
U S WEST Communications, Inc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Year 

(S000's) 

Line 
No. Description 

1 Local Service & EAS 
2 Network Access 
3 Long Distance 
4 Directory 
s Billing & Collection 
6 M'"1Scellaneous 
? Uncollecti~les 

Jssue8b(2) 

Payroll 
Tax 

Increases 

{38c} 

Jssue8b(2) Issue 8b(2) 
[Issue Ba] [Jssue9a] 

Bonuses • Wage Base 
(not lnc!udedin Related to 
used) Wage Base Reengin'g 

(38-,,Y- -- {38e) (381) 

Issue 8c lssue8d Issue Be lssue8f Jssue8g 
SFAS 112 UM7o/ 

SFAS109 ~ccounting Ba!lot ORS Oregon 
Accounting for Post~ Measure 5 291.349 Depreciation 
fortncome flmpfoyment Property Income Repre-

Taxes Benefits Taxes Tax Refund scription 
{Post-6) (Post-14) 

(39)-- (40)-- (41)-· (42) ---- (43) ___ 

a TOTAL OPERATING REVENUES ________ _ 

a Plant Specific 
,10 Depreciation & Amortization 
11 Plant Nonspecific 
12 IV:;eess (interstate} 
,s Access (intrastate) 
1-4 Customer Operations (ex. S&C) 
1s Billing & Conection 
,s Corporate Operations 
17 Other Gains & Losses 
1a TOTALOPERATINGEXPENSES 

19 Net State & Local Income Taxes 
20 N"et Federal Income Tax • 
21 Other Taxes 
22 TOTALOPERATINGTAXES 

"" NET OPERA TING INCOME 

2.t Telecommunications Plant in Service 
25 Plant Adjustment 
28 Materials & Suppries 
zr Accumulated Depreciation 
2& Accumulated Amortization 

46.300 

67.900 

89.800 

94.000 

298.000 

(19.668) 
(97.416) 

(117.084) 

(180'.916) ---

(58.733) 

(86.172) 

(113.837) 

(119.204) 

(sn.946) 

24.944 
123.551 

148.495 

---~~451 

(156.439) 

(229.525) 

(303.214) 

(317.510) 

(1,006.688) 

66.441 
329.086 

395.527 

222.064 
1,099.892 

(3,364.612) 
_____ (2,042.656) 

28,897.735 

·-·---26,897-735 

(785.443) (1,889.268) 
274.905 (9,357.601) 

(510.538) . _<11.2~:8SS} 

611c 16:f ===--==--==~;-::.--:::::.__ 2..,_042.656 ·-=-510.538 -=..--:....J17,650.866) 

~ 2; 29 Accumulated no-r ... .........i T"""""" 

(14.448.868) 

5,o/6.960 ....... , ......... , ...... __ _ 
~ ~ 30 NET AVERA~f;_Mre_s.;.SE 

.... z 
oo t:'J 31 RETURN ON OREGON RATE BASE 
g, X 32 RETIJRN ON EQUITY 

!:: to 

(8,nt.908)_ 

--0.02% 0.02% 0.05% 0.17% 0.04% -1.39% 

r 
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.-:. :- . . Docket UT 125 
•• ·us WEST Communications, Inc. 
: Total Oregon Subject to Separations 
Adjustments to Annualked Test Year 

Line 
No. 

(S000's) 

Description 

1 Local SeNice & EAS 
2 Network.Access 
:3 Long Distance 
4 Directory 
s Billing & Coilection 
6 Miscellaneous 
7 Uncollectibles 
s TOTAL OPERATING REVENUES 

9 Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 ·Aeeess (mterstate) 
1a Access (mtrastate) 
14 Customer Operations (ex. B&C) 
1s BiDing & Collection 
10 Corporate Operations 
17 Other Gains & Losses 
18 TOTAL OPERATING EXPENSES 

19 Net State & Local Income Taxes 
20 Net Federal lncorne Tax 
21 Other Taxes 
22 TOTAL OPERATING TAXES 

23 NET OPERATING INCOME 

24 Telecomrmmicafions Plant in Service 
25 Plant Adjustment 
26 Materials & Supplies 
z, Accumulated Depreciation 
28 Accumulated Amortization 

Jssue8h 

Airaaft 

(44) 

lssue8i lssue8j Issue Bk 

Average 
Growth in Marketing 
Ac,;ess Accrual 

Advertising Lines Reversal 
(Pre-10) 

(45) (45) (47) 

24,219.789 

_ (215.823) 
24,003.966 

··--

(529.375) 

(529.375) 

1,552.308 34.939 
7,688.626 173..053 

484.154 
9,725.088 207.992 

14,278.878 321.383 

Issue Bl Issue Sm Issue Sn Jssue 9a 

Servfce 
Information PUC Fee Reen-

Management Purchase Rate gineering 
Systems Rebates Change Costs 

(48) (49/ (50) • (51) -

(492.827) (477.846) (10.213.311) 

(37.517) (8.841.750) 

(692.538) (6,676.559) 

(254.766) (8,108.521) 

(1.185.365) (770.1:ZS_L ____ (33.8_~0.1~!.f 

78.234 50.829 (20.019) 2.233.449 
387.496 251.755 (99.155) 11,062.342 

303.318 
465.730 302.584 184.144 13,295.791 

719.635 467.545 (184.144) 20,544.350 

>--cl ► 29 Accumulated Deferred Taxes: 
., '1:! -=-'-'===-====-'----------------------------------· 
~ ti5-:30_ NET_AVERAGE RATE BASE 

-:z: 
\0 t:J s1 RETURN ON OREGON RATE BASE 
~ X 32 RETURN ON EQUITY 

;::;. tii 

~ 

1.19% 0.02% 0.06% 0.04% ..Q.02°/o- 1.71% 

' "' 3 (/J 
O"" -CD Sll 
- Cl: :::;- -- .... .... ...,_ 
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. Docket UT 125 
US WEST Communications. inc. 

Total Oregon Subjectto Separations 
Adjustments to Annualized Test Year 

(S000's) 

Line 
No. Oescri_etion 

1 Local Service & So.S 
2 Network.Access 
3 Long Distance 
4 Directory 
s Bilring & Collection 
8 Miscellaneous 
7 Uncollecb'btes 
a TOTAL OPERATING REVENUES 

s Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
,2 At::eess {interstate) 
13 /v:;cess (intrastate) 
1-' Customer Operations {ex. B&C) 
,s Billing & Collection 
1s Corporate Operations 
17 Other Gains & Losses 
1s TOTAL OPERA TING EXPENSES 

19 Net State & Local Income Taxes 
20 Net Federal Income Tax 
21 OtherTaxes 
22 TOTALOPERATINGTAXES 

23 NET OPERATI_NG INCOMlc_ 

24 Telecommunications Plant in Service 
25 Plant Adjustment 
25 Materials & Supplies 

Accumulated Depreciation 
Accumulated Amortization 
Accumurated Deferred Taxes 

27 

28 

,._, ► 2• 

Issue 9b 

Extra-
ordinary 
Expenses 

(52) 

(6.529.026) 

(1,920.446) 

(551.731) 

(8,995.203) 

593.683 
2,940.532 

3.534.215 

5.460.988 

Issue9c lssue9d 

New Plant 
Se!'Vlce Investments & 

Quality Related Costs 

(53} (54) 

5,836.120 
20.949.884 

(19.105) 
26,766.879 

{2.201.403) 
(10,903.617) 

2,367.870 
(10.737.150) 

(16,029.729) 

348,004.383 

(4,728.784) 
(192,734.203) 

(14,684.738) 

"' -~ t-2 so NETAVERAGERATEBASE 11 ·s~ass.~ss 

NZ 
0 t::1 31 

~ x32 

t:: to 

RETURN ON OREGON RATE BASE 
RETURN ON EQUITY 

0.45% ~2.48% 

Issues Issue 10 TOTAL 

1band11 ADJS. 
Effects of Columns 

Weighted AcfJustments 7 .. 13 
NeMo-Gross on Intrastate and 

Factor Separations 15 .. 56 

(55) (5$) (57)--

42,62i.292 
2,769.226 
(1,986.305) 
52,461.817 

(88.000) 
8,137.617 
1,145.449 

105,061.096 

(6,183.798) 
69,999.821 

(10,242.731) 
24.441 0 

(3.7'3.460) 6 5.337.452 
(124.717) t:r.l 

(8,404.768) ;ti 

96.679 z 
46,788.919 0 

2,802.371 
18,179.293 0 

27.900 0 
21,009.564 

37,262.613 ...... -
459,065.613 co 

9.756 
(7,965.665) 0 

(265.662.837) I 
103.429 

.. 1852§.0.29~-

1.39% 
2.50% 

r 
"' 3 (/J 
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Total Oregon SubjecttoSeparations • 
Adjustments to AnnuaH:zed Test Year 

($OOO's) 

Line 
No. Oescrip".ion 

1 Local SeMce & EAS 
2 NetworkAccess 
3 Long Distance 
4 Directory 
s Bilftng & Collection 
e Miscellaneous 
7 Uncollectibles 
a TOTAL OPERA TING REVENUES 

n Plant Specific 
10 Depreciation & Amortization 
11 Plant Nonspecific 
12 Access Onterstate) 
13 Access [rntrastate) 
14 Customer Operations (ex. B&C) 
1s Billing & Col!ection 
1e Corporate Operations 
17 Other Gains & Losses 

,a TOTAL OPERATING EXPENSES 

19 Net State & Local Income Taxes 
20 Net Federal Income Tax 
21 OtherTaxes 
22 TOTAL OPERATING TAXES 

23 NET OPERATING INCOME 

24 Te!ecommunical.ions Plant in Service 
25 Plant Adjustment 
28 Materials. & Supplies 
27 Accumulated Depreciaffon 
28 Accumulated Amortization 

~ ~ :zs Accumulated Deferred Taxes 

1§ tiJ 30 NET AVER!'<GE RATEJo~Je 

~z 
,... t:l o, RETURN ON OREGON RATE BASE 
g, X 32 RETURN ON EQUITY 

!:: b:I 

., 

Comparison of Total Oregon and Intrastate Data 

TOTAL TOTAL 
OREGON INTRASTATE 

Cof. 58 x CCI. 59 
FINAL equals Exhibit 

Columns SEPARATION Staff/113, 
5+51 FACTORS Lambeth/11, 

Column SB 
(58) (59) (60) 

390,730.435 100.0000% 390,730.435 
251,168.589 24.9529% 62,673.934 
110,542.103 81.1872% 89,738.033 

56,280.752 100.0000% 56,280.752 
8,298.560 29.4870% 2,447.000 

25,234.409 85.7780% 22,000.664 
(4,665.818) calculated (4,221.068) 

838,589.030 74% 619,649.750 

111,450.734 71.9046% 80,138.204 
201,541.728 70.5557% 142,199.177 

52,.113,228 70.6700% 36,828.418 
3,951.201 0.0000% 0.000 0 23,487.123 100.0000% 23,487.123 § 106,346.813 79.1095% 84,130.432 
6,967.804 67.2861% 4,688.364 til 

83,107.421 74.3246% 61,769.258 ,';:) 

(255.706) 70.5640% (180.437) z 
588,710.346 74% 433,060.540 0 

12,551.369 calculated 9,319.126 
55,425.396 calculated 41,300.390 0 31,974.881 calculated 26,431.030 
99,951.646 77% 77,050.546 0 

149 927.038 73% 109 538.664 _ I 
2,552,265.426 71.1624% 1,816,253.331 ~ 

2,659.350 71.1968% 1,893.372 co 
11,979.057 72.1797% 8,646.447 0 (1,086,369.761) 70.8144% (769,306.228) 

(11,909.855) 73.8943% (8,800.704) 1 
(269,417.190) 71.2912% (192,070.747) j 

1,199,207.028 - 71% 856,615.471 

12.50% 12.79% 
16.93% 17.45% 

r 
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ISSUE LIST: UT 125, REVENUE REQUIREMENT PHASE 

All Figures Given in Millions 
Settled Issues Are Discussed in the Stipulations, Appendices B and C 

Issue 1: Test Yea•· 
Completely Settled Issues: 
, Issue la(2), Annualization Methods (Acijustment 1). 
, Issue 1 b, Net-to-Gross Factors. 

' 9,7 • l 71 

• Issues Jc-m(l), Side Records andAnnualizallons (Acijustments 2-13). 
• Issue 1 n, Separations, 
Disputed Issues: 
, Issue 1 a(l), Test Year, 
, Issue Jm(2}, Switching Assets (Acijustment 14a), 

Staffs Proposed 
Revenue Requirement Adjustments 
$ ( 3.6) Issue 3b, US WEST Direct Directory Growth 

( , 7) Issue 4d(2), Fax: Services Growth 
( .5) Issue 7a(2), SFAS 106 Postretirement Benefits 

7.6 Issue 8b(2), Other Payroll Changes 
(24.1) Issue 8j, Average Growth in Access Lines 

_ _.,,.2,_ Issue 8n, PUC Fee 
$(21.1) Staff's Pro Forma Adjustments 

$( .1) 
( 9.4) 
( .8) 
( .9) 
(25.5) 
( 6.7) 
$(43.4) 

Issue 4d(l), Fax Services 
Issue 6c, Tariff, Price and Contract Changes 
Issue 8b(2), Wage Increases Related to Reengineering Wages 
Issue 81, Information Management Systems 
Issue 9a, Service Reengineering Costs 
Issue 9b, Extraordinary Expenses 
Staff's Normalizing Adjustments 

Issue lm(2): Switching Assets 
$ ( 0.6) Staff's Proposed Revenue Requirement 

0.0 USWC's Proposed Revenue Requirement 

Disposition: Starrs P1·oposed Adjustments Adopted 

Issue 2: Cost of Capital 
Completely Settled Issues: 
, Issues 2 a-b, Cost of Debt and Capital Structure. 
Significantly Undisputed Issue: 
, Issue 2d, Interest Coordination (Acijustment 15). 
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Disputed Issue: 
Issue 2c, Cost of Equity. 
Staff's proposed reasonable range of return on equity: 10.2%-12.9%. 
USWC 's proposed return on equity: 13. 75% 

Difference in 
Revenue Requirement 
$ ( 4.4) 

( .1) 
( 7.0) 
( .3) 

Staff's Proposed Revenue Requirement 
Issue 4e, Affiliated Interest Return Component (Adjustment 21) 
USWC's Proposed Revenue Requirement (as revised on October 7, 1996) 
Issue 7d, Pension Accow1ting (Adjustment 35) 

$ (I 1.8) Issue 2c, Cost of Equity 

Disposition: Staff's Proposed Cost of Equity Adopted (10.2%) 

Issue 3: US WEST Direct Directory Imputation 
Disputed Issues: 
, Issue 3a, US WEST Direct Directory Imputation (Ad)ustnient 16). 
, Issue 3b, US WEST Direct Directory Growth (Ad)ustment 16a). 

Difference in 
Revenue Requirement 
$(59.2) Staff's Proposed Revenue Requirement 

(34.7) USWC's Proposed Revenue Requirement 
$(24.5) Issue 3, US WEST Direct Directory 

Disposition: Staff's Proposed Adjustments Adopted 

Issue 4: Affiliated I11terests & Corporate Allocations 
Completely Settled Issues: 
, Issue 4c, Strategic Marketing (Ad)ustment 19). 
• Issue 4d(3), Affiliated Interest Charges (Ad)ustment 20b). 
, Issue 4g(J), Part 64 Still Regulated (Ad)ustment 23). 
Significantly Undisputed Issues: 
, Issue 4e, Affiliated Interest Return Component (Ad)ustment 21). 
, Issue 4/, Headquarte1ir Allocations (Aqjustment 22). 
, Issue 4h, Nonregulated Costs Removed in Columns 18-21 (Ad)ustment 23b). 
Disputed Issues: 
• Issue 4a, Rent Compensation Study (Ad)ustment 17). 
• Issue 4b, UM 753 Affiliate and Certain Lease Expenses (Ad)ustment 18). 
, issue 4d(J) and 4d{2), Fax Services (Ad)ustments 20-20a). 
, Issue 4d(4), FCC License (Adfustment 20c). 
, Issue 4g(2), Part 64 Still Regulated Revenue Imputation (Adjustment 23a). 

ii 
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Difference in 
Revenue Requirement 
$1.6.1 Staff's Proposed Revenue Requirement 
24.7 USWC's Proposed Revenue Requirement 

$(8.6) Issue 4, Affiliated Interests and Corporate Allocations 

Difference 
by Subissue 
$(1.0) Issue 4a, Rent Compensation Study 

Issue 4f, Headquarters Allocations 
Issue 4g(2), Part 64 Still Regulated 
Other Differences1 

(1.5) 
(3,6) 
(1.5) 
$(8,6) Total Issue 4 Differences 

Disposition: Staff's Proposed Adjustments Adopted Except for Issues 4a, 4d(4) 

Issue 5: UP 96 Sale of Exchanges 
Completely Settled Issue: 
, Issue 5c, Effect on Property Taxes (Adjustment 26). 
Signific'lmtly Undisputed Issue: 
, Issue 5b, Stipulation (Adjustment 25). 
Disputed Issue: 
, Issue 5a, Sale of Exchanges (Adjustment 24). 

Difference in 
Revenue Requirement 
$(5.5) Staff's Proposed Revenue Requirement 
(3.8) USWC's Proposed Revenue Requirement 
$(1.7) Issue 5, UP 96 Sale of Exchanges 

Disposition: Staff's Pi·oposed Adjustment Adopted 

Issue 6: Operating Revenues 
Completely Settled Issues: 
, Issues 6a-b, EAS Conversion (Adjustments 27, 28). 
, Issue 6d, Switched Access Filing (Adjustment 30). 
Disputed Issue: • 

91-171 

, Issue 6c, Tariff, Price, and Contract Changes Made after January 1, 1995 
(Adjustment 29). 

1 The amount shown excludes $(.1) million related to return on equity on Affiliated Interest Charges, Issue 
4d. It has been included with Issue 2c, Cost of Equity. 

iii 
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Difference in 
Revenue Requirement 
$(9.4) Staff's Proposed Revenue Requirement 
( .3) USWC's Proposed Revenue Requirement 
$(9.1) Issue 6c, Tal'iff, Price and Contract Changes Made after January 1, 1995 

Disposition: Staff's Proposed Adjustments Adopted 

Issue 7: Employee Benefits 
Completely Settled Issues: 
, Issue 7b, AT&T Postretirement Benefits Cost-Sharing (Adjustment 33). 
, · Issue 7c, Disability Pension Payment True-up (Aqjustment 34). 
, Issue 7e, End of Compensated Absences Accrual (Aqjustment 36). 
Significantly Undisputed Issue: 
, Issue 7d, Pension Accounting (Acijustment 35). 
Disputed Issues: 
, Issue 7a(l), CurrentStatementoJFinancia!AccountingStandards (SFAS) 

106 Postretirement Benefits (Adjustment 32). • 
, Issue 7 a(2), Unfanded Statement of Financial Accounting Standards (SFAS) 

106 Postretirement Benefits (Adjustment 32a}. 

Difference in 
Revenue Requirement 
$ ( .1) Staff's Proposed Revenue Requirement 

1.3 USWC's Proposed Revenue Requirement 
$(1 .4) Issue 7a SFAS 106 Postretirement Benefits (Cmiailment Loss)2 

Disposition: Staff's Proposed Adjustments Adopted 

Issue 8: Expenses and Taxes 
Completely Settled Issues: 
• Issue 8b(l), 1996 Occupational Wage Increases (Aqjustment 38). 
• Issue 8b(2), Payroll Tax Increases (Adjustment 38c). 
• Issues Bc-d, Changes inAccounf/ng-SFAS 109 and 112 (Adjustments 39-

40). 
, Issue Be, Ballot Measure 5 Property Tax Savings {Adjusflne1it 41). 
• Issue 8g, UM 767 Oregon Depreciation Represcriplion (Acijustment 43). 
, Issues Bh-i, Aircraft and Advertising (Aqjustments 44-45). 
, Issue 8m, Purchase Rebates (Adjustment 49). 
Significantly Undisputed Issue: 
• Issue Bf, Oregon Revised Statute (ORS) 291.349 Income Tax Refund 

(Adjustment 42). 

' The amount shown excludes $(.3) 11iillio11 related to return on equity; it has been included with Issue 2c, 
Cost of Equity. 

iv 
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97-171 

Disputed Issues: 
• Issue Ba, Team Pe1formance Awards and Officers' Incentives (Acijustment 

37). 
, Issue 8b(2), Other Payroll Changes (A4fustments 38a, 38e, and 38/). 

Issue Bj, Average Growth in Access Lines (Acijustment 46). 
Issue Bk, Marketing Accrual Reversal (Acijustment 47). 
Issue 81, Information Management Systems (Acijustment 48). 
Issue Bn, PUC Fee (Acijustment 49a). 

Difference in 
Revenue Requirement 

"$( 4.0) ·Issue '8a, Team Pe1fonnance Awards and Officers' Incentives 
· 11.6 Issue Sb, Payroll Changes 
20.0 Issue 8g, Oregon Depreciation Represcription 
(24.1) Issue 8j, Average Growth in Access Lines 

( 5.l) Other Adjustments 
$( 1.6) Staff's Proposed Revenue Requirement 

20.7 USWC's Proposed Revenue Requil'ement 
(22.3) Issue 8, Operating Expenses and Taxes 

Disposition: Staff's Proposed Adjustments Adopted 

Issue 9: Service Quality And Reengineering 
Disputed Issues: 
, Issue 9a, Service Reengineering Costs (Adjustment 50). 
• Issue 9b, Extraordina,y Expenses (Acijustment 51). 
• Issue 9c, Service Quality (Adjustment 52). 

Difference in 
Revenue Requirement 
$ (25.5) Issue 9a, Service Reengineering Costs 

( 6. 7) Issue 9b, Extraordinary Expenses 
( 9.9) Issue 9c, Service Quality 

$ (42.1) Staff's Proposed Revenue Requirement 
( 0) USWC's Proposed Revenue Requirement 

$ (42.1) Issue 9 (Staff's Proposed Revenue Requirement) 

Disposition: Staff's Proposed Adjustments Adopted 

Issue 10: Final Test Year Separation Factors 
Significantly Undisputed Issue: 
• Modify Intrastate Separation Factor To Include Effects of PT! Exchange Sale 

and EAS Conversions (Adjustment 53). 

V 

45 



Difference in 
Revehue Requirement 
$.2 Issue 10 (Staffs Proposed Revenue Requirement) 

Disposition: Staff's Proposed Dollar Amounts Adopted 

Issue 11: Refund Procedures 
Process 

Disputed Issue: 
. • Staff: one-time lump-sum credits on customers' bills. 
• USWC: phase refund into rates; no refund for access service customers. 

Basis of Refund 
Completely Settled Issue: 
• Ballot Measure 5 refund 
·Disputed Issues: 
• Staff: Refimd should be based on total revenue requirement established in 

this docket less Ballot Measure 5 refund (see Order No. 96-183). 
• USWC: 

• Refund should be based on actual earnings (see Order No. 91-1598), 
, Estimates and forecasts, imputations except/or Yellow Pages, and 

disallowances of recorded data should be excluded. 

Proposed Annual 
Revenue Requirement 

Staff USWC 
$(89.9) 

(10.5) 23.0 
Adjustments Staff would include but USWC would exclude 
Total Adjustments To Include in the Refund Calculation 
(where the amounts depend on whose adjustments are 
adopted) 

9 .9 Measure 5 Refund 
$(99.5) $ 0 Proposed Refund (based on annual revenue requirement) 

Disposition: Staff's Proposed Procedure and Adjustments Adopted 

Issue 12: Cash Flow/Issue 13: Business Valuation 
Disputed Issues: 
• 

• 

Cash Flow: 
• USWC's cash flow analysis purports to show that Staffs case would 

be disastrous for the company. 
• Stqff disputes the significance or feasibility of a cash flow analysis for 

a hypothetical stand alone USWC/Oregon. 
Comparability of data: 

• USWC based its analysis on its 1995 unacy·usted results of operations. 
, Staff based its case on a forward looking proposed revenue 

requirement. 

vi 
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Disposition: USWC's Cash Flow and Business Valuation Arguments Rejected 

Issue 14: Effect Of UM 351 On Access Revenues 
Disputed Issue: 
• USWC argues that the effect of Order No. 96-188 (dated July 19, 1996, in 

docket UM 351) is a revenue requirement Issue. Staff believes this is a rate 
design issue. 

Difference in 
Revenue Requirement 
$ ( 1.9) USWC's Estimate 

Disposition: Effects of UM 351 on Access Revenues Defened to Rate Design Phase 

vH 
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Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 
24 
25 

26 
27 
28 
29 
30 

31 

Docket UT 125 
US WEST Communications, Inc. 

COMPARISON OF STAFPS AND USWC'S PROPOSED INTRASTATE REVENUE REQUIREMENTS* 
{$ Thousands) 

Differences Between sta!f end USWC 
Issues Issue 1af1 Test Year 

Appendix A 
Column Sla!l's USWC's 

O!harThan 
Test Year Pro Forrna NorrnaflZing 

Issue Number and Description Number Proeosal ProeosaI Difference 

(•} (b} (c) (d) -r-J 
&ROE A<f,,strnenls Adiuslmen!s 

(f) (g) (h} 

PART j • [SSU!;§ BY TYPE OE ADJUSIMENI 

1 ;,(1) Im Ym:ic: 
3b, U s WEST Dlreet Dlrec\ory Grnw!h 16a (3,575) - (3,575) 

4d, Fox Services 20-20a (824) - (824) 

6a/bld, EAS and Access Revenue 27-28,30 1,049 1,049 
SO, Tariff, Pr!eo & ~ct Changes 29 (9,351) (286) (9,0SS) 

7at2), Unfunded SFAS 106 Postretiremenl Benefits 32a (485) - (485) 

~. Emptoyoo Bonoffls 34<!6 4,560 4,560 
81>(1), 1996 OCC<lp!!!ionol Wage ln==os 38 4,563 4,563 
8b(2), 1996-97 Wage & S.laty ln=es 38a 7,910 - 7,910 
8b(2)/9o, Wage ln=es Related to Reenglneerlng 38f (798) - (798) 

ae. a.not Measures PropertyT= 41 (2,639) (2,639) -
8g, Orogon Dep1eclatlou Represcrlption 43 19,989 19,935 54 

8], Average Growlh In Access Lines 46 (24,136) - (24,136) 
81, tufotmat!on Mamigement Systems, 46 (928) - (928) 

8n, PUC Fee '>49a = - = 
9o18b(2), SeM:o Reenglneer!ng Costs 50 (25,556) - (25,556) 

Sb, ExlrllOrolnmy El<pern!eS 51 (6,650) - !6.650) 
TOTAL (36,640) 27,182 (63,822) 

(3,575) 
(704) (120) 

(9,065) 
(485) 

7,910 
(798) 

(24,136) 
(928) 

= (25,558) 
(6,650) 

2 C.nztof~prt;,f· 
1a(2)/2c, Return on Annuallzed Test Year 1-14 (4,383) 2,014 (6,397) 

Ze,lh=lmRalecfRetum\010.74% - 5024 (§,024) 
2e, Return on Annuallied Test Year (4,383) 7,038 (11,421) 

4a. Rent COl11pensafion Study 17 4,394 4,626 C=> 
4e, A!llllated Interest Return Component 21 (104) - (104) 
48, other Rate Base Adjustments 17-43 (221) - (221) 

9c, Ser,lce Quollty 52 l9.ll00l - (9,@QQ) 
TOTAL (10,214) 11,664 (21,878) 

3o, Dln!cltl!y RIM!lll" Imputation 16 (55,605) (34,652) (20,953) 

49, Port 64'S!IB Regulated 23-23a - 3,584 (3,564) 

4, other A~ lntmsts and Corpomte Allocatlons 17-26 15,985 21,080 (5,095) 

8o18b(2), Team Awards & Offloers' Incentives ~,38e (4,297) - (4,297) 

other Ad]uslmenlS 27-53 ~.635) ~.471) (4,164) 

(20,953) 
(3,556) 
(5,095) 
(4,006) (289) 
f4.1""' 

TOTAL REVENUE REQUIREMENT• (100.406) 23.387' . (l23'.mm -
0077S\ r.:>1 ~·- '43119' 

!ssue2c, 
Return 

on""''"" 
0) 

54 

(11,421) 
C=> 
(104) 
(221) 

(9,900) 

(28) 

'21 85"' 

• Amountsan,shown alter stipulation Nos. 1-2, based on the local net-to-gross factor (169.023%). See S!a!f Exhlb~89 Lmnbetl11. Issue 14 lsshown as revised by USWC on Dec. 16, 1996. 
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32 
33 
34 
35 
36 
37 

38 
39 
40 

41 
42 
43 

44 
45 
46 
47 
46 
49 
50 
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Docket UT 125 
U S WEST Communications, Inc. 

COMPARISON OF STAFF'S AND USWC'S PROPOSED INTRASTATE REVENUE REQUIREMENTS* 
($ Thousands) 

Differences Between staff and USWC 
Issues Issue 1af1 , Test Year 

AppemfocA Other Than 
Column Staff's ._, USWCs Test Year Pro Forma NormarlZing 

Issue Number and Desaiption Number Proeosal Proposal Difference &ROE Adiustmenls Adiustmenls 
<•J (b) (c) (d) (e) (0 (g) (h) 

PART Z -ADJUSTMENTS §Y ISSUE 1',!UMBER 

1 TESTVEAR 
i,(1), Pro Forma Adjllstmen!s S98 column g, Im, 95 
a(1), Normallzln9 Adjustments See column h. Hne 95 
a(2), Rote of Relum on Annualized Test Year 1-14 (4,383) 7,038 (11,421) 
a(2)-m(1) ondn, OlherTestYearlssues. 1-14 - - -
m(2), SWllchlngAosets 14a (61!'.) - (61Z) (617) 

TOTAL (5,000) 7,038 (12,038) 

2 COST Of CAPITAL 
a--c, Rote of Relum on other I~ 16-53 See column I, lne 95 
d, I-COO!'t!ln3tlon 15 564 564 -

TOTAL 564 564 -
;a QIRl;CIQRYJMPUTATIQtl 

a, U s WEST Direct Directory Imputation 16 (55,605) (34,652) (20,953) (20,953) 
b, U S WEST Direct Directory Growth 16a (3,575) - @.5751 (3,575) 

TOTAL (59,180) (34,652) (24,528) 

,! ru:EILIATEQ lt!IJERFSTS & CORf:QRATI' Al I OQl\IIOt,ll, 
a, Rent Compensation Study 17 20,448 22,459 (2,011) (1,779) 
b, UM 753Afllllate& Ce!laln ~e,; 18 (64) 249 (313) (313) 
c, stimeglc Markellng 19 (108) (108) -
d(1), FoxSemces 20 (120) - (120) (120) 
d(2), Growth In Fax Servlc0$ 20a (704) . - (704) (704) 

d(3), Affilla!ed I-Charges 20b (169) (169) -
d(4), FCC l.lceme 20c (391) - (391) (391) 
e, Afllllated Interest Return Component 21 (104) - (104) 
f, Headqtmrter,s Anoca!lcns 22 (2,815) (1,351) (1,464) (1,464) 
g, Pail 64 S!lll Regulated 23-23a - 3,584 (3,584) (3,556) 
h, Nonregulated Costs Removed In Col. 18-21 23b 12 - 12 12 

TOTAL 15,985 24,664 (8,679) (7,491) 

lssue2c, 
Return 

on Eou"'' 
(j) 

(11,421) 

(232) 

(104) 

(28) 
(0 
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·1 
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---1 ..... 



0, 
0 

., 

Line 
No. 

56 
Sl 
58 
59 

60 
61 
62 
63 
64 

65 
66 
o1 
68 
69 
70 
71 

72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 

Docket UT 125 
U S WEST Communications, Inc. 

COMPARISON OF STAFPS AND USWC'S PROPOSED INTRASTATE REVENUE REQUIREMENTS* 
($ Thousands} 

Differences Between staff and USWC 
Issues Issue 1al1 , Test Year 

Appendix A OlherThan 
Column staffs USWC's Test Year Pro Forma Normalizing 

Issue Number and Descripjion Number Proeosal Proeosal Difference &ROE Aaruslmen1s Aarustmen1s 
(8) (b) (c) (d) (e) (t) (g) (h) 

5 l:lQCl>EJ: lJE ll!l S~L!a QE EXQl:l~t,IG!,S 
•. Sole of EXcm,nges 24 (3,180) (1,371) (1,809) (1,809) 

b, st!pulotion 26 (1,912) (2,032) 120 
c, Elfect on Property Taxes 26 ~l ~l -

TOTAL . (5,4a5) (3,796) (1,689) 

6 QPERATit,IG REVEt,!UES 
a-b, 1995-1996 EAS Conversions Z7-28 1,387 1,387 -
c, T•rlff, Pt!ce & Contract Changes 29 (9,351) (286) (9,065) (9,065) 
d, SWitchedAc= Fillngs 30 (338) (338) -
(not used) 31 - - -

TOTAL (8,302) 763 (9,065) 

7 EMPJ OYEE BENFEITS 
a(1), SFAS 106 Postrelirement Benefits 32 416 1,313 (897) (897) 
•(2), Unfunded SFAS 106 Postret!rement Benefits 32a (485) - (485) (485) 
b, AT&T Unfunde<I Posbethement Benefit Sharlng 33 (375) (375) -
c, Disability Pension Payment True-up 34 (209) (209) -
d, Pension Aoccuntlng 35 5,450 5,791 (341) 
•• End of Compe=rted Absences Accrual 36 (306) (306) -

TOTAL 4,491 6,214 (1,723) 

§ QEEBAIJN~ E~eEMW £ mes 
a, Temn Pt:1 fo1 mauee Awards & Officers' Incentives 37 (4.008) - (4,008) (4.008) 
b(1), 1996 Occupations! Wage Increases 38 4,563 4,563 -
b(2), 1996-97 Wage & Salary Increases 38a 7,910 - 7,910 7,910 
b{2), Payron Tax ln=-ses 38c 228 228 -
b(2), Woge s .... Related l1> Bonuses (Issue 8a) 38e (289) - (289) (289) 

b(2), Wag• B.,,. Related l1> Reenglneeling Qssue 9a) 38f (798) - (798) (798) 

<Xi, SFAS 109 •nd 112 • Changes In Acccuntlng 39-40 - - -
e, Banot Measures Proper!'/ Taxes 41 (2,639) (2,639) -
f, ORS 291.349 lnccme Tax Refund 42 (748) (811) 63 63 
g, Oreg<>n Deprecl3t!on Represcliption 43 19,989 19,935 54 

h-l. Altera!! and Ad'lertising 4445 - - -

lssue2c, 
Rell.Im 

on Enn11v 
{i) 

120 

(341) 

54 
~· 
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Docket UT 125 
U s WEST Communications, Inc.· 

COMPARISON OF STAFPS AND USWC'S PROPOSED INTRASTATE REVENUE REQUIREMENTS* 
($ Thousands) 

Differences Between S1mf and USWG 
Issues Issue 1al1 , Test Year 

Append',xA OlherThan 
Column staffs USWG's Test Year Pro Forma NormarlZing 

Issue Number and Description Number Proeosal Proeosal Difference &ROE Acflllslmen1s Adiuslmen!s 
(a) (b). (c) (cl) (•) (f) (g) (h) 

J,Averoge Growth in Ac= Unes 46 (24,135) - (24,135) (24,135) 
k, Marketing Acaual Reversal 41 (403) - (403) (403) 
, lnfonna!lon Management Systems 48 (928) - (928) (928) 
m, Purclme Rebates 49 [573) (573) -
n, PUCFee 49a = - = = TOTAL (1,599) 20,703 (22,302) (4,348) 

9 SEE~CE QUAI CD:'.:£ BEENGINEE8tt!~ 
a, Servlce Reeng!neerlng Costs 50 (25,558) - (25,558) (25,558) 
b, Extr.!on:llnoty Expense$ 51 (6,650) - (6,650) (6,650) 
c,ServiceQuaflfy 52 (9,§QQ) - (9,900) 

TOTAL (42,108) - (42,108) 

jQ SEE~B!Il~S 53 228 - 228 228 
,• 

1'4 eEE~Ill QE DQC~ l.lM ~l 
QI!! l!.Ccellll Belll:l!l!.!Ell - - 1)889 (1,889) (1,889) 

l:IDJJJSIEO Tl=$.T::fEAB (100,406) 23,387 (123,793) (37,77f5') (21,046) (43,119) 

lssue2c, 
Return 

on Eauitv 
(ij 

(9,900) 

(21,852) 

• Amounts.,,, shoWn 81!er stipula!ion Nos. 1-2, based on the local net-lo-gross factor (189.023%). See staff Exhibit 89 Lambeth 1. Issue 14 ls shown as revised by USMC on Dec. 16, 1995. 
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1 

2 
3 
4 
5 
6 
7 
8 

9 
10 
11 
12 
13 
14 
15 

16 
17 
18 
19 
20 
21 

'22 
23 
24 
25 

26 
Zl 
28 
29 
30 
31 

32 
33 
34 

35 
36 
37 
36 
39 
40 

DockeHJT 125 
U S WEST Communications, Inc. 

INTRASTATE REVENUE REQUIREMENT AS ORDERED* 
($ Thousands) 

TX- 1, Test 3,US 4, Aflifrated 5, Docke1 
TOTAL Year& 2. Cost WEST I-& UP96 6, Opet-Issue Number ond Descfiption .Column AMOUNT Annualiz. of Direct CO!J)Orale Sale of ming 

Number Me~ods Capit,I Directo ~ons ~ Revenues 
"'' /1,1 lcl (e! In ry 

' (i) 
l I!m ~ & ~nmmflZBfiQ.IJ M!:thQ:®: 

Set!ledl=es 25,140 564 - 2,786 (112) 1,049 
Disputed Pro Fomr., A<jumeol:s: 

a,; US WEST Direct Directory Growth 16a (3,575) (3,575) 
'4d(:2), Growth in Fox Servicos 20a (704) (704) 
7o(2), Unfunded SFAS 106 Postteliremem Benefits 32a (-185) 
Sb(2), 1996-1997W,go&Salarylnaeases 38a 7,910 
b(2), Wage In= Related to Bonuses 38e (289) •• 
8j, Aven,ge Growth in Access Lines 46 (24,135) 
8n,PUCFee 49a 231 

Disputed Normali2ing Adj-ents: 
(120) 4<!(1), FoxSeivices 20 [120) 

Sc, Tonff, ?rice & eontr.ct Changes 29 (9,351) (9,351) 
~(2). VMS Revenues - 97 97 
81, lnfoonolion MaMgomentSystems 48 (928) 
9a, Servico Reengineern,g Costs 50 (25,558) 
Sb(2), Wage lnci=e, Re!ared 1o Reengineeling 38f (771) 
9::l, Extr80rdit@y Expenses 51 (6,650) 

2 eo.t ofc.pj1ru· 
1o(2)12e, Annue!ized Test Y eor 14 (4,383) (4,383) 
2,, 1nereose from 10.06% ROR to 10.74% ROR - - -4a, Rem Compensation study 17 4,394 4,394 
.C., Affilia!ed lntmst Return Component 21 (104) (104) 
,lg(1], Part64Stl Regulmed 23 513 513 
fu, UP96Sfi)ulalion 25 (2,193) (2,193) 
7d, PeosionA,,e1 35 6,250 
Sb, Dep11,ciatio11 Reser,e 43 (S95) 
9c, Se,vice Quality 52 (9,920) 

3tt U S: WESI Oimd □i=liUY: lmP.UtafiQD 16 (55,605) (55,605) 
! ~ffirimmi Infer~'- mid Corporate 61!~· 

.!, RentCcmpestsatiOHstudj 17 16,829 16,829 
b, UM 753 Affiliale & Certain Leases 18 (84) (64] 
d(4), FCC License 20c - -
f, H~er.iA!Tocolions 22 [1,115) (1,115) 
9(2), Revenue Requirement Part 64Sb1 Regulaled 23a (3,556) (3,558) 
h, Nooregulated eo.1s Removed in Columns 18-21 2:!I, 12 12 

~ ~g r:xp.,,seo O!ll! Ilm>lr 
o, T earn Awaros & Officer.,' Incentives (Bonuses) 37 (4,008) 
!, ORS 291.349 Income T ox Refund 42 (738) 
k. Malkeling Accrual Reversal 47 (403) 

Other: Jwes· 
1ml2), SWilthing Assels 14a (617) (617) 
5a, uP 96 Sole of Exchanges 24 (3,180) (3,180) 
7a(1), SFAS 100 Pos!mtiremenl Benefits 32 416 
10, Separations 53 218 
14, Effects ofDockel UM351 on Access Revenues• -

TOT•• R~~• -Rr~u1nr"ENTS -· ,., ~n,om ,; ... - roo= 

• The net-to-gross factor for local revenues (169.023%) was used to compute the intrastate revenue requirements. 

8, aper-
7, Em- ating 
l,"f .. WF "iifits 

(1,590) 22,563 

(-185) 
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(289) 
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Docket UT 125 
97-1?1 

U S WEST Oommunlootions, !no. 
COMPARISON OF INTRASTATE REVENUE REQUIREMENTS• 

($ Thousands) 

Une 
No. ___ _,1,,:ss,,,u,,,e'--'N_,,u,,,m,,_b,,,e"'r_,,a~n"'-d-"D"'e,_,,so"'rt_,,p"'tl-"'on"--------

(•J 

2 
3 
4 
5 
6 
·7 
8 
9 

10 
11 
12 
13 
14 
16 
16 
17 
18 

19 
20 
21 
22 
23 
24 
25 
25 
27 
28 
29 
;l() 

31 
32 
33 
34 
35 
36 
37 

36 
39 
40 
41 

42 
43 
44 
45 
46 

1i..Ie~t Year & AnnuallzaUon Methods: 
Settled I .. ues 
Disputed Pro Forma Adjustments: 

3b, US WEST Dlrc<>l Dlre-OtotY Growth 
4d(2),' GrOYAh In Fox SeJ\'lces 
7a(2), Unfunded SFAS 106 Postretlrement Beneftts 
8b(2), 1996-1997Wage& Salarylooresses 
b(2), Wage Increases Related to Bonuses 

' .. 8j;Av®!J<rG/'O\\th In Access Unes 
Sn, PUC Fee 

Total Disputed Pro Forma Adjustments 
Disputed Normalizlll!J Adjustments: 

4d(1), Fax Se!\'IOtlS 
60, Tsrtff, Prloe & Contract Changes 
4g(2), VMS Revenues 
61, lnfonnatlon Management Systems 
9a, Ser,ice Reenglnoorlng Costs 
6b(2), Wage Increases Related to Reenglneetlng 
9b, Extraordlna!yEl<penSOS 

Total Olspu(ed Nonnalizltlg Adjustments
Total Test Year Issues 

2, Cost of Oepltal: 
1a(2)12o, Annualized Test Year 
2o, loorease from 10.06% ROR lo 10.74% ROR 
4a, Rent Compensation study 
4a, Afffllaled Interest Return Component 
4g(1 ), Part 64 still Regulated 
Sb, UP 96 Stipulation 
7d, Pension Asset 
8b, Oepreclatlon Reserve 

Subtotal 
llo, Serl!ce Quality 

Disputed Oest of Capllal 
3e, u s WEST mrect Plreclorv tmputatfon. 
4, Affiliated loterest6 end CoQJOrate AUocaffons: 

a, Rent Compensation Study 
b, UM 753 Affiliate & Certain Lesses 
d(4), FCC License 
r, Headquarter& Allooatlons 
g(2), Revenue Requirement Part 64 still Regulated 
h, Nonrt,jJUlated Costs Removed In Columns 16-21 

Disputed Affiliated Interests and Co!polate Allocations 
B, Operating Expen&-S and Taxes: 

a, Team Awaros & OlfloerS' lnoentives (Bonuses) 
r, ORS 291 .349 lnoome Tex Refund 
k, Marketlll!J Aooruat Revmal 

Disputed Operating Expenses and Taxes 
otfter Issues: 

1m(2), Sl'<itohlng Asoels 
6a, UP 96 sale or Exchanges 
7a(1), SFAS 106 Poslretlrernent Benefits 
10, Separallons 
14, Effect• or Oool<et UM 351 on Aooess Revenues• 

47 TOTAL REVENUE REQUIREMENTS 

Appendix A 
Column 
Number -~ 

16a 
20a 
32a 
36a 
38e 
46 
49a 

20 
29 

48 
50 
38f 
51 

14 

17 
21 
23 
25 
35 
43 

52 

16 

17 
18 
20o 
22 
23a 
23b 

37 
42 
47 

14a 
24 
32 
53 

Proposed Amounts•• 
After Stipulations 1-2 
& Revised Testimony 

Slaff USWC 
(o) (d) 

25,140 

(3,675) 
(704) 
(485) 

7,910 
(289) 

(24,135) 
232 

(21,046) 

(120) 
(9,351) 

(928) 
(25,656) 

(798) 
(6,650) 

(43,405) 
(39,311) 

(4,383) 

4,394 
(104) 
513 

(2,193) 
6,250 

(995) 
3,482 

(9,900) 
(6,418) 

(55,605) 

16,054 
(64} 

(391) 
(2,816) 
(3,656) 

12 
9,240 

(4,008) 
(748) 
(403) 

(5,169) 

(617) 
(3,180) 

416 
228 

(100,406) 

26140 

(286) 

(288) 
24,854 

2,014 
5,024 
4,626 

541 
(2,312) 
6,590 

(1,049) 
15,434 

16 434 
(34,652) 

17,633 
249 

(1,351) 

16,731 

(811) 

(811) 

(1,371) 
1,313 

1889 

23.387 

• The nel-to-oross factor for loool revenues (169.023%) was used to compute the lntraslate revenue requirement&. 
•• source: staff Exhlb!t69, Lambeth 1, Issue 1~lll ohoWn •• revlaed by uswc on December 16, 1996, 

,<iii 

Order 
(•/ 

26140 

(3,676) 
(704) 
(485) 

7,910 
(269) 

(24,135) 
231 

(21,04D 

(1~) 
(9,351) 

97 
(928) 

(25,558) 
(771) 

(6,650) 
(43,281) 
(39,188) 

(4,383) 

4,394 
(104) 
513 

(2,193) 
6,250 
(995) 

3,482 
(9,920) 
(6,438) 

(55,605) 

16,829 
(64) 

(1,115) 
(3,556) 

12 
12,106 

(4,008) 
(738} 
(403) 

(5,149) 

(617) 
(3,180) 

416 
218 

(97,437) 

53 



Col. 

• 17 

18 

200 

23a 

38f 

42 

' 

49a. 

52 

53 

-

Changes From Staff's Proposed Intrastate Revenue Requirement 
(based on the net-to-gross factor for local revenues) 

Issue Intrastate Explanation 
Amount 

4a - Rent Com- $775,526 Staff's square footage adjustment was 
pensation Study removed. 

4f - Headquarters 1,699,179 Allocation factors were updated as follows: 
Allocations • The factors have been recomputed In ac-

cordance with Stipulation No. 1, Paragraphs 
7(a) and 7(b) and Exhibit Staff/84. 

• The basis of the factors has been adjusted 
to reflect the stipulated amount of Issue 7 e, 
End of Compensated Absences Accrual 
(Stipulation No. 2). 

• The basis of the factors has been adjusted 
to reflect a correotlori to Issue Ba, Officers' 
Incentives. See Exhibits and USW/91 and 
Revised Staff/3, Lambeth/17. 

4d(4) - FCC License 390,627 Staff's proposed adjustment was removed. 

4g(2) - Part 64 96,815 In accordance with Stipulation No. 2, para-
Still Regulated graph 3, 94,538 l)as been removed for VMS 

revenues in Column 23a2. 

8b(2) - 1996-1997 27,137 The wage base was corrected and updated for 
Wage & Salary the changes In the headquarters allocation 
Increases - Wage factors (Issue 4f above and Exhibit Staff/84). 
Base Related to 
Reenglneering 

Bf• ORS 291.349 In- 9,939 The state income tax adjustment was affected 
come Tax Refund by all changes to revenues and expenses. This 

Is consistent with Stipulation No. 2, paragraph 8. 

• ~an - PUC fee (179) The PUC fee was affected by the change In 
revenues, Issues 4d(4) and 4g(2) above. 

9c • Service Quality (20,025) Rate of return was affected by the. rate base 
change In Issue 4a, Column 17, above. 

1 O - Effects of Ad- (9,705) All changes In expenses and rate base af-
Justments on Intra- fected this calculation. The adjustment Is the 
state Separations difference betwe~n ~he factors used to lnltlally 

separate the test yEfar and the stipulated fao-
tors. See Stipulation No. 1, paragraph 25. 

$2,969,314 Total Changes from Staff's Proposed 
Intrastate Revenue Requirement 

.. 

xiv 
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ORDERNO. 

ENTERED 

97-171 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

UT 125 

In the Matter of the Application ofU S WEST ) 
Communications, Inc., for an Increase in Revenues, ) ORDER 

DISPOSITION: RATE OF RETURN AUTHORIZED; REFUND ORDERED 

EXECUTIVE SUMMARY 

In the current order, the Commission: 

• reduces USWC's revenue requirement by $97.4 million; 
, adopts an authorized rate of return for USWC of 10, 2 percent; and 
, orders USWC to refimd $102 million to ratepayers. 

In 1991, the Oregon Public Utility Commission (Commission) adopted an 
Alternative Form of Regulation (AFOR) plan for U S WEST Communications, Inc., 
(USWC). Order No. 91-1598. The AFOR plan became effective on January .l, 1992, and 
was due to expire on December 31, 1996/ USWC was required to. submit a general rate 
filing with the Commission under ORS 759.180 at least nine months before the end of the 

· AFOR. · Order No. 91-1598 at 29. USWC submitted its revenue requirement filing to 
the Commission on December 18, 1995. In the filing, USWC requested a rnvenue 
requirement increase of $28 million. 

When USWC made its revenue requirement filing, the Commission had two 
pending cases dealing with telecommunications systems costs, UM 351 and UM 773. 
USWC' s revenue requirement and mte design phases were put on separate schedules. 
The revenue requirement phase concludes with this order. The rate design phase was 
deferred in order to incorporate the Commission's decisions in UM 351 and UM 773. 
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ORDERNO. 9:, - J. 'l l 
USWC has had service quality problems since the inception of its AFOR. The 

Commission adopted the AFOR on the condition that USWC would maintain the level of 
service it offured in 1991. USWC failed to do so. We te1minated USWC's AFOR 
effective May 1, 1996. Order No. 96-107. As of that date, USWC's rates became interim 
rates subject to refund. 

Commission Staff(Staff) reviewed USWC's filing and engaged in settlement 
discussions with the company. Staff and USWC reached agreement on a nUlllber of 
issues that are laid out in two stipulations adopted in the cmrent order. They were unable 
to reach agreement on many issues, however. Staff's prefiled testimony recommended a 
revenue requirement reduction of approximately $100 million. In its subsequent 
testimony, USWC appeared to be asking for a revenue requirement increase of about $23 
million. 

:,Evidentiary hearings were held in November and December 1996, and January 
1997. 'The major illll'esolved issues and the Commission's disposition of each are as 
follows: 

Issue Change from USWC's Proposed . 
Revenue Requirement 

Constrnction of the test year (Issue 1) 
• Average gmwth on access lines $(24) 

(Issue 8j) 

• Reengineering and service ( 42) 
quality (Issue 9) 

• Other ( 8) 
Cost of capital (Issue 2) $( 12) 
U S WEST Direct Directory imputation $(21) 
(Issue 3) (Directory growth included in 
Issue 1) 
Average growth in access line adjustment Included in Issue 1 
(Issue8j) 
Adjustments related to USWC's Included in Issue 1 
reengineering program and its service 
quality (Issue 9) 
Other issues • $( 14) 
Total: $(121) 

Construction of the Test Year (Issue 1). The purpose of a test year is to reflect the 
period in which rates will be in effect. Staff assumes that rates from this docket will be in 
effect from May 1, 1996, (when USWC' s AFOR was tenninated) to December 1998. 
USWC and Staff agreed to use the first 9 months ofUSWC's operations in 1995, 

2 
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ORDERNO. 

annualized, as a starting point for determining USWC's revenue requirement. However, 
Staff and USWC disagree about the adjustments that should be made to the test year to 
make it representative of the entire period when rates will be in effect, Staff proposed 
numerous adjustments to include the effects of changes that have occurred or are 
reasonably certain to occur after the test year, Staff also proposed adjustments that 
removed one time costs that occurred during the historical period from USWC' s revenue 
requirement, USWC opposes these adjustments, We reviewed each of Staff's proposed 
adjustments to the test year and determined that they were reasonable, 

Cost of Capital (Issue 2). The Commission must set rates at a level that allows a 
,.,. utility's investors an oppottunity to earn a return commensurate with the return earned by • 

enterprises of similar risk. The retun1 mnst also be sufficient to allow the company to 
attract capital. In its rebuttal testimony, USWC proposed a rate ofreturn on equity of 
13.75 percent. Staff proposed a rate of return of 11.6 percent, midpoint of a return on 
equity range of 10.2 percent to 12.9 percent, Staff also recommended that the 
Commission choose the low point of the range because ofUSWC's service quality 
problems. After examining USWC's and Staff's methods of obtaining their return on 
equity recommendations, we adopted Staff's recommended return on equity and also 
adopted the low end of the range (see discussion oflssue 9 below). 

US WEST Direct Directory Imputation (Issue 3), After the breakup of AT&T, 
the local telephone companies retained the lucrative Yellow Pages operations and used 
the revenues from that operation to defray the utilities' revenue requirements, In 1986 
USWC's precursor created US WEST Direct (USWD), an affiliate that became the 
directory publisher. In Order No, 88-488, we determined that we would impute to 
USWC's precursor, and now to USWC, revenues from the directo1y publishing operation, 
We reasoned that directory publishing rights were valuable assets that USWD derived 
from its association with the local exchange company, and that ratepayers deserved 
compensation for use of the asset. 

In return for. approval of its AFOR in 1991, USWC agreed not to challenge the 
Commission's right to impute Yellow Pages revenues to it for the term of the AF.OR and 
for five years thereafter. USWC now argues that the.·sum·that should be imputed for 
Yellow Pages revenues is the same sum as determined in Order No. 91-1598 ($34.7 
million). Staff argues that we should impute $59.2 million in revenue to USWC to reflect 
the growth that USWD has experienced since the 1991 order. That sum includes Staff's 
recommended growth adjustment of$3.5 million to reflect reasonably certain continued 
growth of Yellow Pages revenue. We adopted both adjustments. 

Average Growth in Access Line (Issue BJ). Staff adjusted the test year to 
recognize that the number of USWC access lines and the amotlllt of revenues from access 
lines are increasing. Staff increased local revenues by three percent per year to reflect the 
average level during the period when rates from this docket are expected to be in effect. 
USWC opposes adjustments to account for events after the test period. We found that 
Staff's proposed adjustment is conservative in view of the growth figures in the record, 

3 
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ORDERNO. 

For example, in third quarter 1996, USWC experienced a 5.1 percent increase in access 
lines and a 9.3 percentincrease in local service revenues over the preceding 12 months. 
To prevent USWC from overearning while rates from this case are in effect, we adopted 
Staff's adjustment. This adjustment reduces revenue requirement by approximately $24.1 
million. 

USWC 's Reengineering Program and Its Service Quality (Issue 9). The recorded 
data for the test period include service reengineering costs of about $25.5 million. Staff 
normalized the test year as ifreengineering had not occurred, in order to make the test 
period representative of the time when rates from this case are expected to be in effect. 
Staff reasoned that the major reengineering program, which involved consolidation of 
560 service centers into 26 centers, was essentially completed and would not recur. 
USWC argues that reengineering expenses are ongoing. We were persuaded that 
USWC?s reengineering consolidation was a one time event and adopted Staff's proposed 
adjustment. We also adopted Staff's proposal to exclude $6.7 million in extraordinary 
expenses associated with reengineering. Finally, due to continuing USWC service· 
problems with no quick solutions in sight, we adopted the low end of Staff's proposed 
reasonable range of return on equity, 10.2 percent, as USWC's approved rate of return. 
We adopted this rate ofreturn in anticipation that USWC' s quality of service will not rise 
to its pre-AFOR level while rates from this docket are in effect. The low end of the rate· 
ofretum range reflects USWC's lowered service quality. 

• USWC's rates became interim rates subject to refund on May 1, 1996. Because 
we have decreased USWC' s revenue requirement, a refimd is in order. Staff argues that 

. we should follow Commission Order No. 96-183 and base the refund on the total revenue 
requirement established in this docket. Staff believes that the company will be made 
whole over the period that rates are in effect only if all test year revenues and costs are • 
included in calculating the refimd. We agree with Staff and order a refimd of $102 
million, covering the period from May 1, 1996, through April 30, 1997. Additional 
reftmds will be ordered in the rate design order. Additional interest on the refimd amount 
will be calculated in a supplemental order for the period from May 1, 1997, to the date 
when-the.first customer receives a refimd. The refimd will appear as a lump credit on 
customef bills. 

In the second phase of this case, USWC will file its rate design.proposal based on 
the revenue requirement determined in this first phase, The Commission will evaluate 
USWC'.s and Staff's cases and issue a rate design order in the first half of 1998. The new 
rates will incorporate the revenue requirement determined here and the cost information 
from the UM 351 and UM 773 dockets. Because the rate design record has not been • 
created, we caution parties and customers not to make assumptions regarding future rates 
for USWC services. 
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BACKGROUND OF THE DOCKET 

In 1991, the Public Utility Commission of Oregon (Commission) adopted an 
Alternative Forni of Regulation (AFOR) plan for U S WEST Communications, Inc. 
(USWC or the company), pursuant to ORS 759.195. UT 80, Order No. 91-1598. Under 
the AFOR, USWC was granted pricing flexibility, subject to a price cap, for services that 
were subject to competition. The AFOR took effect on Januaiy 1, 1992, and was due to 
expire on December 31, 1996. 

· • · One of the conditions on which the Commission approved the AFOR was that 
USWC would comply with quality of service standards as of April 1, 1991. Should 
USWC, fail to comply with those staildards, Order No .. 91-1598 provides.that.the 
Commission- had the power to tenninate the AFOR after providing the company with 
notice and a reasonable opportunity to cure the deficiency .. Id. at 22. 

Undet the AFOR, USWC was also required to submit a general rate filing with 
the Commission under ORS 759.180 at least nine months before the end of the AFOR. 
Order No. 91-1598 at 29. USWC submitted its revenue requirement filing to the 
Collllllission on December 18, 1995. In that filing, USWC requested a rate of return on 
rate base of l 0.06% and a revenue requirement increase of $28 million. 

USWC's filing was docked as UT 125. The revenue requirement and rate design 
phases of the docket were put on separate schedules, so that the rate design phase could 
implement the Commission's decisions in pending dockets UM 351 and UM 773. 

During the AFOR, [/SWC experienced a severe increase of service quality 
problems, relating to both customer service and technical service. In December 1995, the 
Commission Staff (Staff) determined that USWC was in violation of one of the technical 
service quality staildards set forth in the AFOR. Staff concluded that the number of 
customers reporting problems with their phone service exceeded a prescribedlintltfor 24 
ofUSWC's 77 central offices. In January 1996, Staffconcluded,that.USWC had violated 
a second technical service staildard relating to transmission loss level variation. Order 

• No.96-107 at2-3. 

Because ofUSWC's service quality problems, the Collllllission terminated its 
AFORplanprematurely, on'ivlay 1, 1996. Ord.er No. 96-107. USWC's rates became 
interim rates subject to refund on that date. See Order Nos. 91-1598 at 27-29, 96-107, 
and 96-286. 

On June 11, 1996, Staff published its settlement proposal. On June 24-26, 1996, 
Staff, USWC, and intervenors met and discussed various issues in a settlement 
conference. On August 2, 1996, USWC and Staff entered into the First Stipulation, 
which resolved numerous issues including cost of debt and capital structure, That 
stipulation is attached to this order as Appendix B and incorporated herein by reference. 
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On November 27, 1996, USWC and Staff entered into the Second Stipulation, 
which resolved or partially resolved additional issues, That stipulation is attached to this 
order as Appendix C and incorporated herein by reference. 

Evidentiruy hearings in this phase of the docket were held on November 4-8, 
1996; November 14, 1996; December 16, 1996; and Januruy 29, 1997. All hearings were 
held in Salem, Oregon, before Ruth Crowley, Administrative Law Judge. 

The following Attorneys at Law entered appearances for USWC: Molly Hastings; 
Douglas Owens; Sherilyn Peterson; Kimberly Jones; Richard Coyle; and Jrunes M. Van 
Nostrand . 

. : The following Assistant Attomeys General entered appearances for Commission 
Staff: ·W. Benny Won; Joseph McNaught; and Michael T. Weirich. 

At the December 16, 1996, hearing on cost of capital, AT&T Communications, 
Inc., (AT&T), an intervenor, also appeared through Keith L. Kutler, Attorney at Law. 

USWC, Staff, and AT&T filed briefs on the cost of capital (Issue 2). USWC ru1d 
Staff filed opening and reply briefs on the other unresolved issues; with the· exception of 
issues 12 Md 13 (Cash Flow and Business Valuation). Those two issues were briefed 
separately in one simultMeous round of briefs. 

Summa,y of the Case. A summruy list of issues addressed in this order, with the 
dollar runounts involved Md the disposition of each issue, follows the Table of Contents 
(pages i-vii). A dollar runount ctimpru·ison of Staff's Md USWC's proposed intrastate 
revenue requirements, including the results of Stipulations 1 Md 2, is found at pages viii
xi. The comparison addresses issues by type of adjustment (page viii) and by issue 
number (pages ix-xi). The effects of the current order on USWC's intrastate revenue 
requirement are found at page xii. Page xiii gives a one-page summruy comparison of the 
intrastate revenue requirement amounts as proposed by USWC Md Staff Md as 
detel'lllined by this order. Finally, page xiv shows changes from Staff's proposed 
intrastatc•revenue requirement based on the net to gross factor for local revenues. The 
column numbers on the left hand side of the page refer to the columns in Appendix A, 
Results of Operations. 

uswc•s BURDEN OF PROOF ARGUMENT 

Throughout its testimony ru1d briefs, USWC has argued that Staff has the burden 
of proof when it proposes to disallow expenses or to make adjustments to the test yeru·. 
USWC acknowledges that it has the burden of proof in general, however. It stated in its 
Opposition to Staff's Motion to File Surrebuttal Testimony at 2 (October 28, 1996): 
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As the petitioner in this rate case, USWC bears the burden of proof. ORS · 
757.210 provides that, in a rate case, "the utility shall bear the burden of showing 
that the rate or schedule of rates proposed to be established or increased or 
changed is just and reasonable." 

Staff argues that USWC has the burden of proof, as well as the burden of going 
fo1wa.rd, to demonstrate that its expenses are reasonable. We conclude that the te1m 
"bUl'den of proof' is confusing and serves to obscure the actl!al col!rse of a rate case. 

USWC filed its rate case under ORS 759.180. ORS 759.180(1) (which is similar 
to 757.210) provides in part: 

[W]henever any telecommunications utility files with the commission any rate or 
schedule of rates stating or establishing a new rate or schedule of rates or 
increasing an existing rate or schedule of rates, the commission may, either upon 
written complaint or upon the commission's own initiative, after reasonable 
notice, conduct a hearing to detennine the propriety and reasonableness of such 
rate or schedule. . . . At such hearing the telecommunications utility shall bear the 
bUl'den of showing that the rate or schedule of rates proposed to be established or 
increased or changed is just and reasonable. 

The statutes do not use the term "burden of proof." We find the language of the 
statutes appropriate, because the term "burden of proof' has two discrete meanings. As 
the Oregon Supreme Court has stated: 

The phrase "burden of proof' has two meanings: One to express the idea that a 
named litigant must in the end establish a given proposition in order to succeed; 
the other, to express the idea that at a given stage in the trial it becomes the duty 
of a certain one of the parties to go forward with the evidence. Hansen v. Oregon
Washington R. & Nav. Co., 97 Or 190, 210 (1920), reh den 97 Or 190 (1920). 

The Commission is charged with ensuring-adequate and safe utility.servfoe,.at 
rates that are just and reasonable. ORS 756.040(1); 759.035.' kutility',s-revenue • 
requirement is deterinined on the basis of the utility's costs. See, e.g., American Can Co. 
v. Lobdell, 55 Or App 451, 454-55, rev den 293 Or 190 (1982). Rates are then set to 
allow the utility to recover its revenue requirement. The Commission must make four 
basic determinations in the revenue requirement phase of a rate case: 

1. What are the utility's gross utility revenues? 
2. What are its operating expenses appropriately incurred to provide utility 

service? • 
3. What utility property provides the service for which rates are charged and 

thus represents the "rate base" on which a return should be earned? and 
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4. What percentage figure ("rate of return") should be applied to the rate base 
to establish the return to which the stockholders of the utility are 
reasonably entitled? 

Pacific Northwest Bell Tel. Co. v. Sabin, 21 Or App 200,205 n. 4, rev den (1975), The 
purpose of answering these questions is to detennine the utility's reasonable costs of 
providing service and expected revenues, so the Conuuission can set utility rates at just 
and reasonable levels. 

USWC as the proponent of the rate increase must submit evidence showing that 
its proposed rates are just and reasonable. Once USWC has presented its evidence, the 
burden of going forward then shifts to the party or parties who oppose including the costs 
in the-utility's revenue requirement. Staff or an intervenor, ifit opposes the utility's 
claimed costs, must in tum show that the costs are not reasonable. Each time the burden 
of going forward shifts, the burden of persuasion shifts as well. That is, each party who 
has the burden of going forward must, in order to prevail, persuade us by competent 
evidence that its position with respect to that set of costs should prevail. 

As the Court of Appeals for the District of Colwnbia Circuit observed: 

Expenses (using that tenn in its broad sense to include not only operating 
expenses but depreciation and taxes) are facts. They are to be ascertained, not 
created, by the regulatory authorities. 

Mississippi River Fuel Corp. v. FPC, 163 F2d 433, 437 (D.C.Cir. 1947). We add that 
these facts, like all other facts in our contested cases, are to be ascertained on the basis of 
a competent record and by the preponderance of the evidence. 

The Commission's role is to weigh the evidence presented on each issue in the 
case and detennine where the preponderance lies. We make that decision on the record as 
a whole. The basic decision we make with respect to each issue in this case is whether • 
the utility has produced persuasive evidence that its revenue requirement is reasonable. A 
component of that decision is whether Staff has persuasively rebutted USWC's revenue 
requirement evidence. We reject USWC's argwnents that Staff has the "burden of proof' 
with respect to disallowances and test year adjustments, because the arguments distort the 
way evidence is presented and decisions are made in a rate case. 

ISSUE 1: TEST YEAR 

Completely Settled Issues: 
, Issue la(2), Annualization Methods (Adjustment 1). Staff and USWC 

agree to start with total Oregon data recorded dw'ing the 9 months ending 
September 30, 1995, and add annualizing adjustments, to estimate the last 
3 months. See Appendix B, First Stipulation, paragraph la. 
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• Issue 1 b, Net to Gross Factors. Staff and USWC agree to use the revenue 
sensitive factors shown in Staff Exhibit 3, Lambeth 4, Columns d-f. See 
Appendix B, First Stipulation, paragraph I b. 

• Issues Ia-m(l), Side Records andAnnua/izations (Aqjustmenfs 2-13). 
Except for USWC's inclusion of costs related to switching assets that are 
no longer in service (Issue lm(2)), Staff and USWC agree on the 
annualization of side records, revenues, expenses, and rate base, See 
Appendix B, First Stipulation, paragraph la. 

, Issue In, Separations. Staff and USWC agree on the intrastate factors to 
apply to the base period and adjustments. However, Staff and USWC 
disagree about the underlying expenses, rate base, and taxes used to 
compute the final factors (Issue l 0), See Appendix B, First Stipulation, 
paragraphs la, 25. 

Disp11tedlssues: 
, Issue Ja{I): Test Year. The Commission "normally establishes utility 

rates prospectively based upon a test year reflecting the restated and 
normalized operating results during such period. The test year may be 
adjusted for abnormal or nonrecurring items and for known changes 
occurring after the test period" (Order No. 77-125). Staff and USWC 
agree that "the purpose of a test year is to be representative of the period in 
which rates will be in effect." See Revised Staff Exhibit 1, Lambeth 17-
19; USWC Exhibit 1, Inouye 15. 

Staff attempted to determine on a going fotward basis the amow1t of 
revenue and the rate levels that are necessary to provide USWC with the 
opportunity to earn a fair retwn on its investment, Staff believes that 
USWC's adjustments to the annualized test year are not sufficient to 
represent the period when rates from this docket will be in effect. USWC 
has made adjustments only for some events that will have occurred by the 
time rates become effective (May 1, 1996). Staff used the 32 month 
period from May l, 1996, to December 31, 1998, to represent the period 
when rates from this docket will be·in effect ,Rates,became effective 011 

May 1, 1996, and Staff assumes that USWC will file, a new rate case in 
time for new rates to become effective January l, 1999. 

Staff maintains that the purpose of a rate case, whethe.r it uses a historic or 
a future test year, is to determine whether the reported results of operations 
are reasonably representative of future operating conditions, USWC 
contends that use of a historic test year presumes that the past represents 
the future. USWC also argues that forecasting methods are so complicated 
and uncertain that forecast adjustments should not be applied to historic 
data. In past orders, tl1e Commission has disagreed with USWC's 
argument, 
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USWC disagrees with Staff's test year and claims that Staff has 
. inappropriately adjusted for changes in operations that will occur ( or have 
occurred) after December 31, 1995. The primary disputes are about pro 

. fonna adjustments (including forecasts and other estimates) and 
. nonnalizing adjustments, which develop or restore nomial recurring cost 
and revenue relationships representative of the period when rates from this 
docket will be in effect. Notmalizing adjustments also remove unusual 
events, which Staff believes USWC's reengineering program is. 

• Issue lm(2), Switching Assets (Adjustment 14a). Staff disagrees with the 
inclusion of costs related to switching assets that are no longer in service. 

Issue la(l): Test Year 

... A fundamental issue in this case is how the test year should be constmcted. In 
Pacifio,:Northwest Bell Telephone Company, UT 43, Order 1\fo. 87-406 at 11-12, we set 
out the purpose and characteristics of the test year in ratemaking: 

The starting .point for setting rates is either the results of operations for a historical 
12 month period or forecasted results of operations for a future period. The 
period chosen is called a ''test year." 

Results of operations are useful only as a starting po\nt because they normally 
include (1) expenses that will not be incurred in the future, and (2) revenues that 
will not be realized in the future. Since the utility can be expected to oveream if 
nomecurring expenses are covered by tlie recurring revenues resulting from a rate 
increase, nonrecurring expenses are eliminated from consideration, To avoid 
underearnings, nonrecun'ing revenues also are excluded. 

Ratemaking is done on a prospective basis. Therefore, recurring increases in 
_ revenues and expenses that are reasonably certain to occur are added to the test 
:•.year. 

"Another common adjustment in development of the test year is annualization of 
recurring revenues or expenses that begin partway through the 12 month period. 
An example would be a new wage contract that takes place in July of a January to 
December test year. By amtualizing the wage increase, the test year will reflect . 
that the higher wages will be in effect fot• the entire 12 months of a future year. • ,, 

USWC and Staff agree that the purpose of a test year is to represent the period in 
which rates will be in effect. They agreed to use historic data as a starting point for 
development of the test year for this proceeding. They agreed that their starting point 
should be USWC's recorded results of operations for the nine months ended 
September 30, 1995. They further agreed that the last three months of 1995 should be 
estimated and added to the nine months of data to obtain an annualized test year. 
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Staff and USWC disagree, however, about the adjustments that should be made to -
the annualized test year to make it representative of future operations. The adjustments 
USWC proposes would increase its revenue requirement by approximately $23 million; 
Staffs adjustments would decrease USWC's revenue requirement by approximately $100 
million. 

Adj11stme11ts to tlte Test Year, USWC has largely limited its test year 
adjustments to events that occurred on or before January 1, 1996, the effective date for· 
the new rates, Staffs position is that USWC's proposed adjustments are not sufficient to 
make the annualized test year representative of tlie period during which rates will be in 
effect.1 Specifically, Staff believes that: 

• USWC's future revenues will be significantly higher than USWC claims. See, 
e.g., Issues 3a and 3b (Yellow Pages imputation.and:growth), ·6c.(price and 
contract changes since January 1, 1995), and 8j (access line growth). These 
Staff adjustments account for $57 million oftl1e difference between Staffs and 
USWC's revenue requirement estimates. 

• USWC's recurring expenses will be less than USWC claims. This bears 
particularly on Issues 9a and 9b, reengineering and extraordinary expenses, 
which account for $32 million of the difference between Staff's and USWC's 
estimated revenue requirement. 

Staff has recommended both pro forma and normalizing adjustments to the test 
year. Pro forma adjus.tments restate tl1e test year to include the effects of changes tl1at 
have occurred or are reasonably certain to occur after the test year.2 Directory revenue 
growth (Issue 3b) and access line growth (Issue 8j) are examples of proforma 
adjustments. Normalizing adjustments develop or restore normal recurring cost and . 
revenue relationships representative of the period when rates from this docket will be in 
effect. In Issue 7e, for instance, Staff removed part of an accrual that will end soon after 
rates in this proceeding go into effect. Some of Staff's adjustments are for events that 
happened after tl1e historic test period (Janljary 1 to September·30, 1995). -That is the 

. case with Issue 60, where Staff annualized the effects of tariff, price, and contract 
• revisions USWC has made since January 1995.3 

1 Staff used the 32-month period from May I, 1996, through Decembe1'3 I, 1998, for the period during 
which rates from tltls proceeding would be in effect, USWC's rates became interhn rates subject to refund 
on May I, 1996, when the Commission terminated USWC's Alternative Form of Regulation (AFOR) plan 
by Order No. 96-107. May I, 1996, is therefore the effective date for rates from this proceeding. Becsuse 
USWC has opposed many of the revenue requirement recommendations Staff has made in this proceeding, 
Staff assumes that USWC will file fornew rates to be effective no later than January I, 1999, 
1 See Order No. 87-406 at 11. 
3 Disputed pro forma adjustments include: Issue 3b, U S WEST Directory Growth; Issue 4d2, FIIX 
Services Growth; Issue 7!0., SFAS 106 Postretirement Benefits; Issue 8b2, Other Payroll Changes; Issue SJ, 
Average Growth in Access Lines; and Issue 8n, PUC Fee. 
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USWC opposes Staffs proforma and nmmalizing adjustments. USWC argues 
that it and Staff agreed to a 1995 test year, and contends tliat Staff has improperly made 

· projections to August 1997. USWC argues that tl1e Commission should largely ignore 
changes in its operations that occlll' after the end of the historic test year (December 31, 
1996) .. For instance, USWC objects to Staff's adjustment for tariff increase effects 
(Issue 6c). 

USWC also objects to adjustments based on forecasts, claiming that the 
Commission does not use forecasted test years or forecasts for adjustments to historic test 
year data. For this reason, USWC objects, fo1' instance, to test year adjustments to reflect 
revenues from access line growth (Issue 8j), what Staff contends are nonrecurring 
expenses related to reengineering (Issues 9a and 9b ), and cost savings from new 
information management systems (Issue 81). 

USWC argues that adjustments to test year data are permitted only under limited 
circumstances: "to remove abnormal events not expected to reclll' and ... to include the. 
effect of known changes in data which are expected to persist into the future." Portland 
General Electric, UF 3518, Order No. 80-021 at 24. In USWC's view, use ofrecent 
historic test year data provides the most accurate means of estimating a utility's 
operntions. • 

USWC proposes tliat adjustments may be made to the test year only (l) to 
annualize the effects of specific events that occur dming tlle test year and (2) for known 
changes that occur after the test year, but whose effects are reasonably measurable. 
USWC maintains that the first type of adjustment should be made only for items that are 
not linked, logically and economically, with oilier revenues, expenses, or investments. 
That caveat serves to minimize interdependencies and to maintain fue match among 
revenues, expenses, and investments in the test year. USWC takes tlle second category of 
adjustment to preclude adjustments based on forecasting. 

·;qJSWC also challenges Staff's proposed disallowance of certain expenses (for 
instance, Issue 8a, Bonuses; Issue 4a and 4b, Lease Rates; Issue Sa, UP 96 Sale of 
Exchanges). USWC argues tliat tlle Commission may not disallow actually incurred 
expenses unless they were imprudently incurred, and no allegation ofimprudence was 
made with respect to these expenses. • 

Staff points out tllat USWC has been inconsistent in its position. USWC 
proposed adjustments to tl1e test year to include an adjustment for increased depreciation 
expense (lssue 8g). 4 

. Staff argues that this adjustment reflects shortened asset service life 

... Disputed uonualizing adjustments h1clude: Issue 4dl, Fax Services; Issue Sa, UP 96 Sale of 
Exchanges; Issue 6c, Tariff, Price, and Contract Changes; Issue 81, Infonnation Management Systems; 
Issue 9a, Service Reengiucering Costs; and Issue 9b, Extraordinary Expenses. 
• Staff agreed to this adjustment, which refle-0ts the results of docket UM 767. See Appendix B, Firnt 
Stipulation, Paragraph 21. 
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projections and resulting higher depreciation rates, based on forecasts of future changes in 
telecommunications technology .. Staff argues that USWC also wishes to include an 
adjustment for the future adverse effects of the orders in Commission docket UM 351 
(Issue 14). 

Staff also takes issue with USWC's contention that this Commission does not use 
forecasted test years or forecasts for adjustments to historic test year data. Staff points 
out that through the late 1970s and early 1980s, when the per unit cost of electricity was 
rising, the Commission used present or future test periods rather than historic test periods, 
and forecast adjustments to the test year to prevent the utility from underearning during 

, •-the period.in which rates were to be in effect,5 Staff argues that USWC is in the opposite 
position. That is, USWC is facing increasing revenues and stable·or decreasing ongoing 
expenses per access line. Staff believes this fact explains,why.USW.C.urges the. , .. 
Commission to rely on historic data and make few adjustments for the future. 

Disposition. The purpose of a test year is to provide a basis for determining a 
utility's revenue requirement .. All test years are estimates of future condHions for the 
utility. When, as here, ·the test year is based on an historical period, that period is merely 
a starting point for determination of the revenue requirement. The Commission must 
ensure that the historical period is reasonably representative of the period during which· 
rates will be in effect, The point is to prevent overearning or undereaming during that 
period. 

USWC challenges many of Staff's normalizing adjustments 011 grounds that they 
may distort the relationship among investments, revenues, and expenses. We have 
reviewed each of Staff's proposed normalizing adjustments, issue by issue, and disagree 
with USWC. We find that Staff has been careful to match investments, revenues, and 
expenses for its proposed adjustments. We will deal with these arguments as they ruise in 
the context of the individual issues. 

USWC challenges many of Staff's pro forma adjustments ·because they are.based 
on forecasts. USWC sets up a "known and measurable'' standard for-:adjustments.;to the 
test year data for future events, and argues that that·standard precludes use of forecasted 
a<ljustments. We disagree. TI1e standru·d USWC proposes for pro forma adjustments is 
more restrictive than the one we set forth in Pacific Northwest Bell, VT 43, Order 
No. 87-406. In that case we stated that because ratemaking is prospective, "recurring 
increases in revenues and expenses that are reasonably certain to occur are added to the 
test year." Id at 11. The "reasonably certain" standard, rather than the "known and 
measurable" standard, is the correct one for judging whether a given adjustment is . 
appropriate. TI1at standard does not preclude forecasts. We use the same standard to 
exclude nonrecurring revenues and expenses. We have reviewed each of Staff's proposed 

' Staff cites to Portland General Electric Co., VF 3518, Order No. 80-021 at I, 23-24; Portland General 
Electric Co., UF 3339, Order No. 77-776 at 7; Portland General Electric Co., UF 3218, Order No. 76-601 
at 4, 8. 
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proforma adjustments under this standard. Moreover, we note that USWC has proposed 
forecasted adjustments of its own: the proposed depreciation expense adjustment and the 

• adjustment for the future adverse effects of the orders in Commission docket UM 351. 

Finally, USWC argues that actually incutred expenses may not be disallowed 
absent a finding of impmdence. We disagree. As we stated above, in the section called 
"USWC's BUl'den of Prnof Argument," USWC must show that its expenses are 
reasonable for us to allow them as part of the revenue requirement calculation. 

Reasonableness of Staff's Adjusted Test Year. USWC contends that Staffs test 
year adjustments are improper because the results of Staffs adjustments are 
unreasonable. USWC supports its argument with reference to its calculation-of Oregon 
revenue and expense per access line. USWC submits Exhibits 156 (revenues) and 157 
(experises), which gmph revenues and expenses per access line from 1992 through 1995 
and show Staffs 1997 projections. USWC's calculations on Exhibit 156 show actual 
revenues in 1995 of$285, while Staffs calculation ofrevenue per access line for 1997 is 
just under $300, USWC Exhibit 157 shows 1995 expense per access line at 
• approximately $233, while Staff shows 1997 expense per access line at about $204. 
According to USWC, the disparity between its calculations and Staffs deip.onstrates that 
Staffs results are unreasonable. 

Staff responds that USWC's exhibits are based on unanalyzed.recorded results of 
operations, whereas Staffs results are based on analyzed and adjusted test year results. 
Moreover, Staff argues that USWC's actual 1995 Oregon revenue per access line figure 
reflects only $34.8 million ofU S WEST Direct's Oregon directory revenues, while 
Staff's 1997 figure reflects $57 .8 million in directory revenues, the sum of Staff's 
recommended adjustments in Issue Ja and 3b. 

Further, Staff argues that its results are reasonable because the difference between 
USWC's actual Oregon revenue per access line in 1995 and Staffs estimate for 1997 as 
depicted on USWC Exhibit 156 is less· than 6%. That equates to an average revenue 
growtl;:uf less than 3% per year for 1996 and 1997. Staff argues that US WEST Direct's 
Oregon,directory revenues are increasing by 7% or more per year, and USWC's local 
service'-revenues are increasing by 7 to 9.5% per year. USWC access lines are increasing 
by 3 to 5 % per year, so Staff concludes that USWC's revenue per access line is 
increasing several percent per year.· Therefore, Staff contends, Staff's adjusted test year 
revenues for USWC are reasonable. 

As to expenses, Staff again argues that its results are analyzed and adjusted, 
whereas the USWC figmes have not been analyzed, normalized, or adjusted for 
reasonably certain future changes. Moreover, Staff contends, the recorded expense 
figUl'es on which USWC relies are subject to change from events such as accounting 
changes or changes in separation factors, 
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Staff prepared two exhibits to clarify the pattern of expense growth. Based on 
evidence in the record, Staff produced Appendices B and C to its opening brief. 
Appendix B shows recorded and adjusted test year expense per line on the same basis as 
USWC Exhibit 157, but unlike USWC Exhibit 157, Appendix B provides the recorded 
results for 1989 through 1991 and sets the origin to zero, Appendix C to Staff's brief 
shows the recorded and adjusted test year expense in total rather than 011 a per access line 
basis. Appendix C shows comparable expense levels from 1989 to 1991, a spike in 
expenses in 1992, perhaps associated with the change in accounting for retirement 
benefits, and comparable results for 1992, 1993, and the test period . 

. . .. . . Staff contends that its Appendices B and C show relatively flat expense grnwth 
over time except for a spike in 1992 and higher expenses in 1994 and 1995, the period 
with nonrecurring reengineering expenses and extraordinary.expenses, ... , .. ,, . 

' ' 

USWC claims that some of Staff's adjustments double.count.and overlap. Staff 
responds that it held many meetings to coordinate its review ofUSWC's case and that it 
made adjustments wherever it discovered errors in its calculations. Staff asserts that 
USWC' s claim is without merit. 

USWC also claims that Staff did not take into account increase\! expenses related 
to some of its revenue adjustments. Staff contends that USWC has not presented 
persuasive evidence to support these claims. 

Disposition. We conclude that the results of Staff's adjusted test year and 
USWC's calculations on Exhibits 156 are not inconsistent, given the growth rates in 
directory revenues and in access lines. Staff's growth rate assumptions are conservative 
compared to the increases in Oregon direct01y revenues and local service revenues that 
Staff cites. Staff's explanation of the difference between its calculations and USWC's is 
persuasive. 

We are also persuaded by Staff's explanation of the.difference.between its ... 
expense projections and USWC's recorded expenses .. USWC'sExhibitJ57,it;.cludes • 
nonrecurring reengineering and extraordinary expenses in the .test.period {see.discussion 
at Issue 9 below). Staff has normalized and adjusted expenses to arrive at its projection . 

.. We conclude that the disparity between revenue and expense figures that USWC presents 
in Exhibits 156 and 157 does not prove that Staff's case is unreasonable. 

As to USWC's argument that Staff has double counted or allowe,d overlaps of 
expenses, we note that Staff·has amended its testimony where errors have been pointed 
out to it. We also note that USWC alleges double counting with respect to Issues 6c and 
8j, but that is based on a misunderstanding oflssue 8j. See discussion of that issue 
below. We are persuaded by Staff's defense of its calculations. 
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Issue lm(2): Switching Assets 

The step by step and crossbar equipment under discussion in this issue are 
electromechanical switching assets that were last used in January 1987. The total Oregon 
step by step and crossbar depreciation reserve accounts for these assets currently have 
negative balances totaling approximately $5,938 million. USWC's total Oregon plant in 
service account also includes $243,000 for this unused equipment. A negative 
depreciation account balance increases the rate base on which USWC may earn a rate of 
return. 

• Staff argues that the step by step and crossbar accounts were scheduled to be 
completely amortiz.ed for intrastate purposes by June 30, 1989. Staff therefore proposes 
to reduce the total Oregon rate base in this case by $6.181 million, the swn of the 
negative depreciation account balances and the $243,000 in the Oregon plant in service . . 

account. • 

USWC contends that the negative depreciation reserves are largely due to 
unexpectedly high costs of removal of the equipment. USWC admits that its negative 
depreciation reserve balance should be decreased by $2.236 million because USWC 
charged Oregon for State of Washington reclamation costs. USWC proposes to transfer 
the remaining negative depreciation reserve balance to the digital switch reserve account. 

Background In 1985, the Federal Communications Commission (FCC) approved 
a 4.5 year amo1tization of the step by step and crossbar accounts to address imbalances in 
the depreciation account reserves. FCC Order No. 85-656, 103 FCC 2d 185, 190-191 and 
220. TI1e Order, at 190, notes that the Commission and Pacific Northwest Bell (now 
USWC) agreed that the amortization procedwe should be used so the utility would have a 
chance to recover its embedded costs. The intrastate amortization was scheduled to end 
by June 30, 1989. 

On January 13, 1989, Mr. Conrad, USWC's Director of Capital Recovery, wrote a 
letter to Commission Staff that stated in part: 

Based upon an analysis of year end balances, it appears tl1at the Step account will 
be fully amo1tized, except for minor trueups, at the end of the scheduled 
amortization. For fue Crossbar account however, ilie additional six months of 
amortization will likely create an overaccrual situation of approximately $ lM. As 
you suggested, we will allow the amortization to run its course, as prescribed, and 
true up any overaccrual in year end 1989 business. This will allow us to take into 
account any other entries, such as gross salvage and cost ofremoval, that will be 
made dwlng the year. 

USWC argues that no explicit order or directive mandated an earlier elimination 
of the negative reserve balances. USWC characterizes the FCC' s order as a guideline 
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only, and contends that Mr. Conrad's letter is open to interpretation. We find 
Mr. Conrad's letter clear enough. It projects full amortization of the step by step aceount 
except for minor trueups and an overaccrual in the crossbar account, which will be 
amortized and trued up at year end 1989. The letter indicates that USWC was well on its 
way to reducing or eliminating the negative balances in these accounts, Instead, ten years 
after the equipment was retired, these accounts still have a negative balance of abont 
$6.181 million. 

Discussion. At issue here is not whether USWC was required to bdng these 
account balances to zero at the end of the scheduled amo1tization period. At issue is 

. whether the approximately $6.181 million, less the misallocated $2,236 million, should 
be included in rate base. USWC is permitted to earn a return on rate base, which is, with 
narrow exceptions, utility property that provides the service,forcwhichntes. are charged, 
See Pacific Northwest Bell Tel Co, v. Sabin, 21 Or App 200, 205 n, 4,.revden.(1.975). 
These reserve balances relate to plant that has long been out. of.service. • 

USWC had many options for dealing with the negative reserve balances in these 
accounts, Under the accounting procedures in place when the equipment was retired, 
dead or dying depreciation account reserve unbalances that were not matetfal (that is, not 
greater than 1 % of current deprecia,tion expense) wen, to be charged to operating 
expenses for the then current period, Material amounts could be amortized if the 
company proposed an amortization schedule. TI1erefore, any hlllllaterial negative reserve 
balances in the accounts as of the end of 1989, or later additions to those accounts, could 
have been eliniinated year'by year, by charges to ongoing expenses under accepted 
accounting procedures. If the negative reserve balances were material, USWC could have 
proposed an amortization schedule during its 1991, 1993, or 1995 depreciation dockets. 6 

USWC has determined that the negative depreciation reserves result from four 
sources: 

1. power equipment reclassification; 
2. directly charged cost ofremoval expenses 
3. retirement activity; and 
4. allocated cost of removal expenses. 

We address each of these categories and determine how the amounts in question 
should be handled. 

1. Power equipment reclass!f/cation. During the last six months of 1989, USWC 
transferred power and other support equipment from tlie retired step by step and crossbar 
accounts to the digital switch account. This transfer occun-ed after the step by step and 
crossbar account reserves were to have been fully amortized under the agreement 

6 The d ket and order numbers relating to those coses are, In order: UM 400, Order No. 91-1276; 
UM 694 Order No. 94-2064; and UM 767, Order No. 96-177, Pursuant to OAR 860-014-0050, we take .. 
official notice of these orders. 

/ 
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reflected in FCC Order No. 85-656. The step by step reclassification was $.3 million and 
the crossbar reclassification was $1.1 million. 7 

The transfer itself is not at issue here. However, the transfer increased the 
negative balance in the step by step and crossbar accounts. The increased negative 
balance could have been dealt with in the tmeup Mr. Conmd foresaw for the end of 1989 
or in the 1991, 1993, or 1995 depreciation dockets. The increased negative reserve could 
also have been handled as part of the previously approved amotiization of the imbalances 
in the accounts. The 1987 FCC amortization of the remainder of the reserve accounts 
took just two years; the Oregon amortization of the accounts was 4.5 years. IfUSWC 
had acted promptly under procedures that were available to it, the effects of the plant 
equipment reclassification on the negative reserves could have been eliminated long ago. 

,_:,-:2, Directly charged costs of removal. The second SOUt'ce of the increase in the 
negative reserves is labor and material removal costs that were directly charged to the 
step by• step and crossbar accounts from 1989 through 1992. These charges, which 
amount to $2. 7 million and $1.2 million respectively, were incurred in CO!lllection with a 
cleanup project to bring certain central offices up to code and remove cut dead 
equipment. The 1989 charges should have been dealt with in the 1989 trueup. The 
subsequent years' costs should have been expensed, not added to rate base. 

3. Retirement activity. This categoty invQlves plant retirements for the step by 
step and crossbar plant, which occurred through 1989 with a clean up of records through 
1991 and subsequent years. The retirements should have been dealt with in a 1989 trueup 
or amortization. Subsequent retirements due to record clean up should have been charged 
to depreciation expense each year, not added to rate base. The retirement amounts should 
not be in rate base for pUt'poses of this case. 

4. Allocated costs of removal expenses. USWC admits that it made two 
accounting errors with respect to this catego1y of charge. First, from 1991 through 1995, 
it charged amounts to these accounts that should have been allocated to other accounts. 
Secon:d; from 1989 through 1995, it allocated Washington reclamation costs to Oregon. 
Those,en·ors account for $2.236 mil!ion, and USWC agrees that rate base should be 
reduceti:by that amount. However, USWC argues that the remaining $1.2 million in 
reclamation costs should be assigned to the digital switch account. 

We conclude that USWC has not established that such a transfer is appropriate. 
First, USWC should have written off as depreciation expense the actual step by step and 
crossbar reclamation costs. USWC could also have expensed or amortized those costs. 

7 A capital asset transfer occurred with respect to these accounts, but USWC's witness on this issue, 
Ms. Mulcahy, was uncertain as to when it took place, The crossbar acco11nt began 1989 witl1 a plant 
balance of about $211,000. The January I, 1989, crossbar asset account balance was therefore not large 
enough to allow a plant transfer commensurate with the reserve acco11nt transfer of$ I.I million that 
occurred during the last six months of 1989. 
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Second, USWC admits that the 1991-1995 reclamation charges were not tracked 
to specific equipment. Because all the Oregon step by step and crossbar equipment was 
removed by 1989, we cannot determine that any portion of these later reclamation 
charges are related to equipment used in Oregon, USWC has not shown these to be 
reasonable Oregon costs. 

Third, USWC's warehouse record keeping creates an allocation problem. The 
• Portland warehouse where the reclamation occurred serves Oregon and Washington, but 
did not allocate reclamation costs by state. It is possible that other Oregon accounts, such 
as the digital switch account, have improperly been charged with Washington expenses. 

-• The warehouse also processed central office equipment other than step by step and 
crossbar equipment. Thus the reclamation costs in the years after 1989 likely involved 
these other types of equipment. The inadequacy ofUSWC's record keeping presents a 
reasonable likelihood that the claimed expenses are misstated due. to geographical • •. • 
allocation errors. Therefore, we decline to assign the portion,ofthe,negative.depreciation 
account reserve to a successor account for purposes of this rate case. 

Disposition. In the past we have allowed utilities to include unrecovered 
investment in prematurely retired plant in the cost ofreplacement equipment. See, e.g., 
UM 528, Order No. 93-1678. The undel'lying basis for such allowance is that customers 
are better off because the dollars saved by prematurely retiring plant are greater than the 
cost of building new plant. See UE 88, Order No. 95-322 at 33. Here, however, the 
company seeks to recover not capital assets but removal costs, particularly those that 
accrued after an amortization. 

We have also recognized that a company may seek adjustments in depreciation 
rates when an unanticipated premature retirement becomes likely, to avert reserve 
deficiencies. See UM 204, Order No, 90-837. Here, however, USWC does not assert that 
the step by step and crossbar equipment was prematurely retired. Instead, USWC claims 
that the negative reserves are due largely to high removal costs. The removal and 
reclamation costs thus have nothing to do with the replacement technology or•the 
accelerated application of new technology. Moreover, a depreciation.reserve.transfer 
should follow capital assets that have been transferred to a successor,,account,which is 
not the case here. 

We conclude that it is inappropriate to include the negative depreciation account 
reserve balances in rate base. This conclusion is consistent with our prior decisions, as 
noted above. None of our decisions permit a depreciation reserve account deficiency 
transfer more than seven years after the conclusion of an original amortization and nine 
years after the assets were last used and useful. We therefore disallow the $6.181 million 
amount of the negative depreciation reserves. In permitting the 1985 through 1989 
amortization of the step by step and crossbar reserve imbalances, we gave USWC the 
opportunity to address potential reserve deficiencies in advance, as contemplated by 
UM 204 and Order No. 90-837. USWC had ample opportunity to true up, expense, or 
amottize these accounts before now. USWC has not justified transfer of the 1991-95 
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misallocated reclamation costs to other accounts. We find that USWC has failed to 
establish that it is reasonable for it to earn a return on these items. 

ISSUE 2: COST OF CAPITAL 

·Completely Settled Issues: 
, Issues 2 a-b, Cost of Debt and Capital Structure. Staff and USWC agree 

· to a cost of debt of 6.98 percent with a capital structure of 44.5 percent 
debt and 55.5 percent equity. See Appendix B, First Stipulation, 
paragraphs 2a-b. 

Sig11ifica11tly Undisputed Issue: 
, Issue 2d, Interest Coordination (Adjustment 15). Staff and USWC agree 

that interest coordination should be computed using the weighted cost of 
debt (3.1061 percent) times net rate base, See Appendix B, First 
Stipulation, paragraph 2c. 

Disputed Issue: 
, lrsue 2c, Cost of Equity. USWC proposed a return on equity of 12.5% in 

its original filing. The company subsequently revised its requested retum 
on equity to 13.75%. That amounts to a return on rate base of 10.74%. 
Staff recommends a range ofreturn on equity of 10.2% to 12.9%, with 
11.6% as the midpoint. Staff's recommendation amounts to a range of 
retum on rate base of 8.77 to 10.27%. The amounts of three·adjustments 
depend on the resolution of this issue: 
• Issue 4a, Rent Compensation Study (Adjustment 17) 
• Issue 4e, Affiliated Interest Return Component (Adjustment 21) 
, Issue 4h, Nomegulated Costs Removed in Adjustment 21 

(Adjustment 23a) 

Issue 2c: Cost of Equity 

• 1,Rate1naklng Standard: The rates the Commission sets in this case must provide 
the utility's investol'S an opportunity to earn a return that is coµunensurate with those 
earned in enterprises of similar risk and sufficient to enable the company to attract 
capital. Duquesne Light Co. v. Barasch, 488 U.S. 299,310 (1989); Federal Power 
Comm'n v. Hope Natural Gas Co., 320 U.S. 591,603 (1944); Bluefield Water Works & 
Improvement Co. v. Public Serv. Comm 'n, 262 U.S. 679, 689-90 (1923). 

Cost of Equity: The cost of equity capital, or required retum on equity, is the 
rate of return expected by investol'S on alternative investments of equivalent risk. USWC 
and Staff were unable to agree on the appropriate cost of equity capital. 

USWC's original recommendation for the return on equity was 12.5%. In its 
rebuttal testimony, filed in October 1996, USWC updated its rate ofreturn 
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recommendation to reflect the developments that have occurred in the 
telecommunications industry and the financial markets since its direct testimony was 
filed. Those events are the Telecommunications Act of 1996, which opened local 
telecommunications markets to competition, and the FCC's Interconnection Order, which 
implemented the intercol11lection provisions of the Act. USWC argues that these events 
have increased its risk and caused it to revise its cost of equity estimates upward. The 
updated testimony also adds a direct analysis ofUSWCG's stock. The updated return on 
equity recommendation is 13.75%. 

Staff's recommendation is a retmn on equity of 11.6%, or 10.2% if the 
Commission accepts Staff's proposal of a service quality adjustment. 

Both USWC and Staff use the Discounted Cash Flow (DCF) and Capital Asset 
Pricing Model (CAPM) methods to detennine the cost of equity capital. Staff and the 
company differ significantly on a number of variables in each method, however. 

Discounted Cash Flow Method 

The DCF method is one standard way of detennining the cost of equity. This 
method assumes that a firm's current stock price is equal to the present (that is, 
discounted) value of all expected future dividends from the investment. ·The constant 
growth DCF method computes an investor's expected return on equity using current 
_stock price, the expected dividend in the coming year, and the expected gtowth rate of 
future dividends. The basic constant growth DCF formula is: 

where "k" is the cost of equity capital, "D1" is the expected cash dividend per share for 
the next period, "P ." is the current stock price, and "g" is the expected long run growth 
rate in cash dividends. 

Although Staff and USWC agree generally that the DCF method is an appropriate 
tool to determine a utility's cost of equity, they disagree.on some.key.issues .. They 
disagree on the sample of comparable firms and about the effect of the 
Telecommunications Act and the FCC Interconnection Order on stock prices. 

Telecommunications sample, comparable companies, and targeted stock. Both 
the DCF model and the CAPM method involve applying a financial model to data from a 
company or a group of companies. In his opening testimony, Mr. Cummings, USWC's 
cost of capital witµess, applies the DCF model to two groups of proxies for USWC: a 
sample of telecommunications companies and a sample of companies with risks thought 
to be comparable to USWC's. Mt·. Cummings states that he uses data from two sets of 
companies because broader market evidence limits the potential for error or bias inherent 
in using data from just one company. In November 1995, US WEST, Inc., issued 
targeted stock for its two main business groups, Communications Group (USWCG) and 

21 
75 



ORDERNO. 

Media Group. In his rebuttal testimony, Mr. Cummings applied the model to USWCG 
targeted stock as well. 

Staff applied the DCF model to a sample of IO telecommunications companies. 
Mr. Thornton, Staff's cost of capital witness, used this sample rather than analyzing 
USWC itself because the new USWCG financial reports and stock prices are not 
comparable to the U S WEST, Inc., financial reports and stock prices that existed before 
targeted stock was issued. Mr. Thornton contends that applying the CAPM and DCF 
models to samples of firms in the same industly mitigates measurement errnrs that may 
arise in estimating a single company's return 011 equity in isolation. Mr. Thornton's 
sample companies include only companies: 

• covered by Value Line in the ''Telecommunications Services Industly" reviews, 
• that are primarily local exchange carriers, 
• ·~1,that have not omitted an annual dividend in the past five years, 
• "Which Value Line forecasts continued dividend payments, 
• ·"for which it was possible to calculate CAPM betas, which measlll'e relative 

riskiness, for consistency with Mr. Thornton's CAPM analysis. 

Staff takes issue both with USWC's selection of comparable companies and with 
USWC's treatment of its telephone company sample. The comparable companies 
include, for instance, Anheuser Busch, a brewer, can manufacturer, and theme park 
operator. Staff argues that USWC's comparable companies are on average riskier than 
uswc. 

As to the telephone company sample, Mr. Cummings' final DCF estimate for his 
group of telephone companies is 13.7%. Mr. Cummings originally included nine 
telephone companies in his DCF estimates and determined a range of DCF estimates for 
those companies of7.5 to 15.3%, with an average of 12.9%. Mr. CU111111ings then 
eliminated the minimum and maximum values of the population sample to arrive at the 
truncated mean for the sample, 13.3%. Mr. CU11111lings then eliminated fom companies 
from his sample because they announced merger intentions in April 1996, and computed 
a truncated mean on the reduced sample to yield the 13.7% figure, Because it derives 
from a truncated mean, the 13.7% figW"e is an average of only three companies. Staff 
argues¥that this procedure illustrates Mr. CU11111lings' tendency to bias results upwards. 

We share Staff's concerns about Mr. Cummings' treatment of his telephone 
company sample. We are also persuaded that Mr. Thornton's group of 
telecommunications firms is more similar to USWC than Mr. Cummings' group of other 
firms, that Mr. Thornton's reasons for not analyzing USWCG itself are sound, and that 
Mr. Thornton's larger sample often telecommunications companies does more to 
mitigate measurement errors than Mr. Cummings' sample of three. We therefore 
conclude that Staff's selection of companies for its application of the DCF model is 
preferable to USWC's selection of companies. 
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Effect o/Te/ecommunications Act and Interconnection Order. USWC argues that 
cost of equity estimates should be updated to reflect events since the company filed its 
direct testimony in December 1995. Specifically, USWC contends that the 
Telecommunications Act of 1996 and the FCC Interconnection Order have increased the 
risk to which USWC is subject. Mr. Cummings testified that Regional Bell Operating 
Company (RBOC) stocks were up 3.6% from the first of the year prior to the passage of 
the Telecommunications Act in February 1996. Between the passage of the Act and 
issuance of the FCC order in August 1996, RBOC stocks fell 12.1 %. At the time 
Mr. Cwnmings prepared his testimony, toward the end of October 1996, RBOC stocks 
were down 9.8%, while the Standard & Poors (S&P) 500 stocks and the market index, 
·were up 13.8%. 

Staff investigated Mr. Cummings's claims and determined via statistical analysis 
that 76% of the change in RBOC stock prices after issuance of the FCC order appears to 
be related to interest rate changes, indicating that the drop in RBOC stock pdces was 
largely related to rising interest rates. Staff further notes that the FCC interconnection 
order has been stayed indefinitely. Staff also states that the decline in RBOC stock 
performance follows an overperformance in the last half of 1995. Staff cites a Merrill 
Lynch analyst's report wdtten after issuance of the FCC order: 

RBOCs ate down 10% as the market is up 7% this year. This year to date 17% 
underperformance of the RBOC group is due mostly to the down trend in the 
bond market ( down 11 % ytd) and the group's rally in the second half of 1995 
(30%+ outperformance of the S&P 500). 

In rebuttal testimony, Mr. Thornton stated that lower RBOC prices may be due to 
expectations of potentially lower earnings and dividend growth rates, not increased risk. 
Mr. Cummings replies that analysts' earnings growth rate expectations for RBOC stocks 
are not significantly changed from September 1995 to November 1996. Mr. Thornton 
responds that the steady earnings growth expectations for the RBOCs support hls·position 
that 1isk has not increased due to the Act and order. 

. . ... 
Staff also points out that Mr. TI1ornton's-telecommunications company sample• • 

raw beta, calculated from data through 1994, is .80; Mr. Cummings' unadjusted beta for 
his telecommunications company sample calculated from data available tlrrough 
August 1, 1996, is . 78. 

~ AT&T cost of capital witness Caiter also argues tlmt the Act and the FCC o;·der 
have not increased the risk ofUSWC stock. Mr. Carter bases his conclusions on the facts 
that Value Line's beta and safety rank measures ofrisk have not increased for the sample 
telecommunications companies. Moreover, Mr. Ca1ter points out that USWC's 
provision of local service will remain a monopoly at least at the wholesale level in the 
near future. Finally, Mr. Carter notes that the Commission has previously found that any 
increase in risk that might occur from competition will be reflected in the data underlying 
the DCF and CAPM analyses. 
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We conclude that there is no need to update Staff's analyses. We are persuaded 
that the 1996 Telecommunications Act and the FCC order have had little effect on the 
riskiness of telecommunications stocks. With the stay of the FCC order, we are 
persuaded that the risk represented by competition will be slow in appearing. We also 
find it plausible that increased interest rates and overperformance account for much of the 
fluctuation in RBOC stocks from 1995 to 1996. Finally, we agree that any increased risk 
from competition will be captured in the imderlying data used for the DCF and CAPM 
analyses. 

Technica/D!fferences between USWC and Staff in the DCF Model: USWC and 
Staff have a number of technical differences with respect to the use of the DCF model: 

l. -•'ivfr. Thornton uses the annual DCF model, whereas Mr. Cummings uses an 
.iunadjusted quarterly DCF method to measure dividend cash flows to the investor; 

2. To determine the cun·ent stock price input, Mr. Thornton uses a spot price, 
whereas Mr. Cummings uses a two week average of prices; 

3. To estimate next year's dividends, Mr. Thornton uses Value Line's expectations 
of divide(ids over the·next 12 months, whereas Mr: Cuminfugs ·uses his <iwn 
dividend forecast; and • • 

4. To estimate future dividend growth rates, Mr. Thornton uses an internal growth 
approach for his constant growth model and uses Value Line historical dividend 
growth for his nonconstant growth model, whereas Mr. Cummings uses short to· • 
intermediate tenn earnings growth forecasts as a proxy for infinite dividend 
growth. 

1. Quarterly v. Annual DCF. USWC modifies the standard DCF model to 
account.for quarterly dividend cash flows to the investor, as they are actually paid out. 
Staff uses the model that assumes dividends are paid once a year. USWC argues that 
modeling cash flows quatterly, as investors receive them, is more accurate than Staff's 
approii'5h. 

Staff replies that the annual model is appropriate in this case and cites UT 113, 
Order No. 94-336 at 14-15, where the Commission dealt with this issue and resolved it in 
favor of the annual mode).8 Staff also concedes that both models have shortcomings. 
The annual model does not capture the qmuterly payment of dividends. The quarterly 
model can correctly estimate an investor's effective required rate of return. But Staff 
relies on an academic article by Linke and Zumwalt9 to show that the quarterly model 

1 We take official notice of Order No. 94-336 pursuant to OAR 860-014-0050. 
'"Estimation Biases in Discounted Cash Flow Analyses of Equity Capital Cost In Rate Regulation," 
Financial Management, Aulmnn 1984. • 
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should not be applied to a regulatory rate base without a three step downward adjustment, 
which Mr. Cummings did not perform. The adjustment steps, described in Linke and 
Zumwalt at 19, account for the reinvestment assumption and for the regulatory rate base 
to which the allowed return on equity is applied. 

In defense of its use of the annual model, Staff notes that the annual model can 
produce the correct return on equity estimate, even without capturing the quarterly 
payment of dividends, assuming the utility reinvests its retained earnings on a quarterly 
basis and earns on the increased investment. Therefore, Staff concludes that the annual 
DCF model is appropriate for beginning of period ratemaking. 

The current case is based on average of period ratemaking. The end of period rate 
base here is higher than the beginning of period rate base. According to Mr. Thornton, 
the annual DCF model estimate must be adjusted downward if applied to an average of 
period rate base. Staff did not make this adjustment. Therefore its annual DCF model is 
biased in USWC's favor. 

USWC's quruterly DCF model also does not take into account the fact that 
USWC receives monthly revenues from its customers. Tiiat gives USWC the opportunity 
to reinvest its monthly earnings and to earn more than its authorized return on equity. 
-Staff demonstrates that a nominal rate earned on a monthly basis will produce the 
effective ( quarterly DCF) rate over a year when applied to beginning of month book 
values (rate bases). Assuming that Mr. Cummings' 12.1 % quarterly DCF estimate for 
telephone companies is correct, Staff argues that the estimate should be reduced to 
11.5 %, the nominal return that would earn the company 12. l % if compounded monthly 
beginning with the original investment. The existence of monthly revenues to USWC 
therefore also requires a downward adjustment, which Mr. Cummings did not make. 

On review of the record and the arguments advanced by USWC and Staff, we 
conclude that both the annual and the quarterly DCF models require adjustments to 
eliminate bias and error. USWC did not adjust its quarterly model to account for j:he 
application of the quarterly model to regulatory. rate base or for the monthly.receipt of 
revenues. Staff did not adjust its annual DCF model downward to-account for average of 
period rate base. If it had, the higher return produced by considering quruterly dividends 
would have been more than offset. Both the USWC and Staff DCF approaches give too 
high a result, but we conclude that Staff's recommendatii)n is the more reasonable 
approach in th.is docket. 

2. Current Stock Pl'ice Input. There are two subissues with respect to this 
dispute. First, there is a question whether it is appropriate to average stock prices over a 
ten day period or choose a spot price from a single day; second, there is an issue of 
whether the stock price should be updated to account for events that have transpired since 
testimony was filed. 
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For the current price variable in the DCF model, USWC used an average of the 
daily closing stock prices for the ten trading days, November l to November 14, 1995. 
Mr. Cummings chose a ten day average to guard against the possibility that the selected 
stock price might be anomalous in reaction to a news story or other external event. 

Mr. Thornton chose the spot prices closing on July 2, I 996, as reported in the 
July 3, 1996, Wall Street Journal. Staff argues that the most current spot prices are the 
appropriate prices to use for the PO term in the DCF model, because under the efficient 
markets hypothesis as advanced by modern corporate finance theory, those prices include 
all info1mation incorporated into historical prices, plus the most recent information. 

In UT 113, Order No. 94-336, we considered whether a spot price or an average 
ofpri(!CS was superior. We stated, at 13: 

,.,," 

• Conceptually, the stock price to use is the current price of the security at the time 
'of estimating the cost of equity. In an efficient market, the current stock price 
provides the best indication of future ptices. An efficient market implies that 
prices adjust instantaneously to the arrival of new information. Therefore current 
prices reflect the fundamental economic value of the security • . ·: ·-: . . • 

Here; as in that docket, we conclude that Staffs.method of calculating stock price 
based on spot prices is more reasonable than averaging prices because it is more 
consistent with the theo1y of efficient markets. We have already addressed the problem 
of updating stock price information, under the discussion of risk from competition above. 

3. Estimation of the Next Year's Dividend. To estimate next year's dividends, the 
"Di" term of the DCF model, Mr. Cwnmings makes his own forecast using historical 
dividends and expected eamings growth rates. 

Mr. Thornton uses Value Line's expectations of dividends over the next 
12 months for the "Di" term. Staff took the ratio ofD1 to P0 , the current stock price, for 
each company in his sample and averaged the ratios to arrive at an average required 
dividend yield of3.5%. Staff asserts that its method is more direct than USWC's and that 
USWC's method is flawed in using forecasted earnings growth to forecast dividend 
growth over the coming year. • 

Staff supports its position with the argument that near term earnings growth 
forecasts are.unduly influenced by earnings cycles, making them ulll'eliable as predictors 
of earnings growth in the long term. Dividend growth is a function of eamings growth in 
the long term. Near term dividend growth may not even be related to near te1m earnings 
growth, Staff argues, because companies smooth dividend payments in the face of 
earnings cycles. 
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We are persuaded by Staff's argument. The hodzon for the earnings growth 
forecast is too short and is subject to the possible distortions of earnings cycles, We find 
that Staff's approach to estimating next year's dividends is more reasonable, and adopt it. 

4. Estimation of Future Dividend Growth Rate. To estimate the expected 
dividend growth rate, the "g" term of the DCF model, Mr. Cummings uses Institutional 
Brokers' Estimate System (IBES) analysts' expectations of earnings growth one to five 
years forward. His result is a 6% growth rate. In support of his method, Mr. Cummings 
quotes from a research study that USWC provided to Staff in response to a data request: 

We have compared the accuracy of four methods for estimating the growth 
component of the discot111ted cash flow yield on a share:· past-growth i·ate in 
earnings (KEGR), past growth rate in dividends (KDGR),past retention growth 
rate (KBRG), and forecasts of growth by security analysts (KFRG), ... For.our 
sample of utility shares, KFRG performed well, with KBRG, KDGR, and KEGR 
following in that order. 

The supedor perfonnance by KFRG should come as no surprise. All four 
estimates of growth rely upon past data, but in the case of KFRG, a larger body of 
past data is used, filtered through a group of secudty analysts who adjust for 
abnormalities that are not considered relevant for future growth.10 

Staff uses two different allllual DCF models in its analysis: the constant growth 
model and the nonconstant growth model. In the constant growth model, Mr. Thornton 
uses the internal growth approach to estimate future dividend growth. This approach is 
based on the observation that dividends grow by a firm's book return on equity (b) times 
the amount of equity retained in the firm, also called the retention ratio (r). The b * r 
growth model is based on a review of historical data from Value Line, of which investors 
are aware, The b * r approach is appropriate if the retention ratio for a film is fairly 
constant and the market to book (M/B) ratio is expected to be 1.0. Mr. Thornton notes 
that the retention ratio has been reasonably constant in tl1e telecommuruoations:industry, 
but the M/B ratio is well above 1.0, based on investors? e!(pecta:tion that the _ 
telecommurucations services industry will earn substantiallymore.than]ts.cosrof capital. 

To correct for this expectation, Mr. Thornton added a second growth term to his 
b * r growth rate range, the tenn "v * s." The variable "v" represents the fraction of funds 
raised from common stock sales that accrues to old shareholders. The variable "s" 
represents an expected rate of increase in common equity from stock sales. Mr, Thornton 
then adds his v * s estimate to his b * r growth rate range to calculate his constant growth 
rate range, Mr. Thornton's v * s estimate is 1.8%; his b * r growth rate range is 2.6% to_-
8,9%, Accordingly, his range ofDCF estimates based on the constant growth approach··· 
are 7.9% to 14.2%, which averages to I 1. I%. 

10 David A, Gordon, Myron J, Gordon, and Lawrence I. Gould, "Choice among Methods of Estimating 
Share Yield," The Journal of Porlfolio Management, Spring 1989, pp. 50-55. 
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The nonconstant growth DCF model estimates investors' forecasts of dividend 
growth and allows expected annual dividends to grow at different rates over time. This 
approach allows an analyst to incorporate near term dividend growth rates that are much 
lower or higher than a long tun expectation. 

Mr. Thomton used two nonconstant analyses to estimate growth. Both are based 
on a finding that dividend.growth in the.teleconnnunications industry has been relatively 
stable. Therefore, Mr. Thornton forecasts future growth based on historical dividend 
growth, using up to 19 years of data. 

For his fl1'st nonconstant growth analysis, Mt·. Thornton uses historical dividend 
growth as a proxy for future dividend growth. His result is 9.3%. For his second 
analytis, Mr. Thornton uses Value Lfne forecasts of dividend growth through the year 
2000, and then uses historical dividend growth beyond that. His result using this method 
is 9.:1.%. The results average to 9.3%. • 

Mr. Cummings takes issue with Staff's numbers in its use of b * r growth rates. 
Mr. Cummings notes that Staff's work papers show a large difference between the 
average historical b * r growth rates from 1988 to 1995 and the forecasted b * r growth 
rates for 1996, 1997, andl999-2001. The numbers change µx'.im 5.71%'for 1988°1995 to 
14.74% for 1999-2001. 

Given such growth, Mr. Cummings notes that Staff provides no explanation why 
an average of 1988 to 1995 b * r growth rates would reflect investors' expectations for 
future growth, and also calls the accuracy of the numbers into question. Mt·. Cummings 
believes that analysts' forecasts are a better proxy for future growth in dividend cash 
flows than ru1 average of historical growth, which Ml'. Thornton uses in his nonconstruit 
growth model. 

, :We conclude that Staff's ruialysis of the growth rate is more direct thrui USWC's. 
Staff relies on historic ruid forecasted dividend data, ruid USWC relies on neru· ruid short 
term eamings growth forecasts. Over a period of five years or less, the growth in 
dividends paid by a compruiy may not always equal ea1nings growth, although it must in 
the long run. Staff's general approach is, thus, superior to USWC's. 

To validate its method over Staff's, USWC relies on a passage Gordon, Gordon, 
and Gould, set out above. This passage is too vague to serve as rui argument in favor of 
its method in this case. Moreover, the compruiy argues that it uses long term forecasts of 
earnings in its ruialysis, but the record indicates that it uses growth forecasts only one to 
five years forward. We conclude that Staff's use of dividend data is more reliable than 
USWC's use of earnings data. 

j) Staff performed a constant growth ruialysis ruid two nonconstant growth ruialyses 
to arrive at its estimate for "g." Staff's procedure was thus more thorough ruid contained 
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more internal checks than USWC's. USWC objects to the forecasted growth numbers in 
Mr. Thornton's work papers, but does not specify the basis for its objection. USWC only 
notes that it questions why an investor's expectations would be based on past growth . • 
rates when future grO\'l'th rates are greater. We believe that Staff cured any potential flaw 
in its inputs by using a combination of several approaches to determine its "g" estimate. 
We adopt Staff's ranges for the growth term. 

Final DCF Range of Estimates. Staff's final DCF range of estimates is 9.2% to 
14.2%, with a midpoint of 11.7%. Mr. Thornton derived this range by eliminating his 
lowest estimate (7.9%), on the grow1d that he did not expect the cost ofUSWC's equity 
to be as low as that. 

USWC's final DCF range of estimates is 12.6% to 13.7%,.and a point estimate for 
USWCG of 13.9%. 

DCF conclusion: Incorporating the dividend yields aild growth term ranges 
.derived by Staff and adopted above, the Commission concludes·that an appropriate range 
forDCF is 9.2% to 14.2%, with a midpoint at 11.7%. 

Capital Asset Pricing Model 

The CAPM is a risk premium analysis that calculates the expected equity return· 
by estimating a risk free rate of return and adding a risk premium. Staff and USWC agree 
that the basic CAPM formula is: 

Expected return for a stock= risk free return+ (relative risk [beta] for the stock * 
market risk premium). 

The CAPM is a holding period model that requires estimates of the risk free 
interest rate, the relative risk, or beta, for a stock, and the market risk premium over the 
assumed holding period, The analyst must select.the holding period .. The holding:period 
assumption dictates consistent estimation choices·for. the risk free interest rate and:market 
risk premium. The CAPM model expresses the average beta as 1.0. 

USWC and Staff disagree on each aspect of CAPM in this case: 

I. The assumed holding period; 
2. The risk free rate 0f return; 
3. The estimate of beta, including the propriety of weighting betas; and 
4. The market risk premium. 

1. The Assumed Holding Period The holding period is assumed prior to the 
determination of the risk free interest rate and the market risk premium in the CAPM 
model. The risk free rate is estimated with reference to the yields of U.S. Treasury 
securities. The yields for U.S. Treasury secudties vary directly with the te1m of the 
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securities. Sh01t term and intermediate term secmities nonnally have a lower yield than 
long term securities, 

Mr, Thornton assumes an intermediate tenn holding period for his CAPM 
analyses, in conjunction with his use of intermediate te1m U.S. Treasury securities for his 
risk free rate of retmn. Mr. Thornton makes this choice of holding period because he 
believes that the intermediate term co!'l'esponds more closely to the typical period for 
which rates are in effect. In this case, rates will likely be in effect from May 1996 
tlu·ough December 1998. Moreover, Mr. Thornton believes that intermediate term U.S. 
Treasury securities avoid both the volatility of short term U.S. Treasury bills and the risk 
premia oflong term U.S. Treasul'y bonds. 

. . .;,Mr. CU11llllings also uses inte1mediate te1m Treasury securities as a risk free rate .. 
However, USWC also uses a long term risk free rate in its CAPM estimates, 
Mr. Cummings chooses U.S. Treasury security rates with three to thirty years' maturity 
for his risk free rate; Staff argues that that indicates an assumed holding period of three to 
thirty years. According to Staff, Mr. Cummings' attempt to estimate both intermediate 
tenn and long term market risk premia suggests assumed intermediate and long tenn . 
holding periods. • • 

Mr. ·Cuinmings testified that for telecommunications industry stocks, the expected 
holding period is less titan three years. He distinguishes between portfolio tmnover and 
investment horizon, noting that investors tum over their portfolios every one to three 
years, not every thirty years. He states that equity investors rebalance their portfolios 
often but have a long term focus for their portfolio investment. Therefore, he concludes 
that equity investors' holding periods do not have to be thirty years long to use a thirty 
year U.S. Treasury bond as a risk free rate. 

In his direct testimony, however, Mr. Cummings equates investment horizon and 
holding period: "In practice, however, common stock investments are actively traded in 
tlie capital markets, indicating that investors have relatively short investment horizons or 
expect~d holding periods," 

• ""We conclude tliat Mr. Cummings has inconsistently assumed conflicting holding 
periods. This inconsistency biases his cost of equity estimates upward, Staff's holding 
period assumption is more reasonable, because it is internally consistent and because it 
tracks better titan USWC's with tlte time t!1e rates from this case will be in effect. 

2. Risk Free Rate of Return. As noted above, the CAPM requires an estimate of 
the risk free rate of return. Staff's analysis assumes an intermediate holding period and 
relies on t!ie average of spot yields for intermediate term U.S. Treasury securities.11 

Staff's risk free rate estimate is 6.6 %. 

11 Staff's lntem1~iate tenn securities are five, seven, and ten year securities. Mr. TI10mto11 took the rates 
from the July 3, 1996, edition of the Wafl Street Journal, as noted in the DCF discussion above. The rates 
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Mr. Cummings' risk free rate is 7.09%. He uses thirty year U.S. Treasury 
securities for his risk free estimate. Staff argues that Mr. Cummings' use of long term 
securities is inappropriate because it is inconsistent with his holding period assumption, 
as noted above, because it causes an upward bias in his market risk premium estimation 
for holding periods greater than one year (see discussion at 3. below), and because long 
term bonds include a liquidity risk premium that must be extracted before they are used in 
a CAPM analysis. Mr. Cummings disagrees that a risk premium must be extracted from 
long term bonds. 

As discussed above, the holding period assumption should be much sho1ter than 
thirty years in this case, where rates will likely be reexamined in late December 1998 and 
the cost of capital will be reestirnated based on market conditions at that time. An· 
investor with a short holding period is exposed to large potential gains or losses by 
purchasing a long term instrument, because the instrument will be sold before it matures. 
For CAPM analysis, therefore, a U.S. Treasury security with a maturity greater than the 
assumed holding period should not be used as a proxy for the risk free rate. 

We agree with Staff that the long term Treasury rate includes a liquidity risk 
premium. As Mr. Thornton pointed. out, it is possible to correct the .Jong term Treasury 
yield by subtracting the liquidity risk premium.12 Mr. Cummings did not make this 
•correction. We conclude that Staff's risk free rate is the more appropriate. 

3. Beta. Beta is a measure of that portion of a company's risk that cannot be 
diversified away. The market risk premium is multiplied by the company's beta to 
determine investors' required return above the risk free rate. 

Mr. Thomton used the Fisher-Kamin regression teqhoique to calculate his beta 
estimate,13 He estimated the beta ofhls sample telecommunications companies to be .80, 
based on data through 1994. (When he included 199S data, the beta drnpped to .72.) To 
anive at his beta estimate, Mr. Thornton regressed his sampk.companies' ·stock returns 
minus the risk free rate on the New York Stock Exchange returns, also minus the risk free 
rate. The pertinent data for beta estimation includes market portfolio returns, company 
stock returns, and risk free rates. Mr. Thornton used the Center for Research in Securities 

• Prices (CRSP) value weighted index of New York Stock Exchange stock returns as a 
proxy for the portfolio returns and for data on his sample's stock returns. Mt·. Thornton 
drew his risk free data from Ibbotson Associates' publication, Stocks, Bonds, Bills, and 

averaged 6.66 %. Beca11se this case is based on an average ofpcrlod rate base, which requires a downward 
adjustment (see discussion ofDCF model above), Mr. TI1omton adjusted the rate downward to 6.57 %, 
tlten rounded to 6.6%. . 
" Staff/4, Titomton/43, citing Breaiey and Myers, Principles of Corporate Finance, 3d ed., McGraw-Hili 
Book Co., New York (1988), p. 184. 
"TI1e Commission has previously approved this beta calculation method. See, e.g., Order No. 94-336 at 
25; Order No. 87-406 at 66; and Order No. 80-634 at Appendix, 21-22. 
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Inflation I 995 Yearbook. Botl1 CRSP and Ibbotson data series ran from 1926 through 
1994. 

To estimate USWC's beta, Mr. Cummings uses daily data; based on 219 trading 
• days. Value Line uses five years of weekly data to estimate beta. The shorter data 

frequency on which Mr. Cummings relies biases his beta estimate upward. Mr. 
Cummings argues tllat he corrects for the daily beta bias statistical problem by using the 
Dimson and modified Scholes-Williams regression metllods. Mr. Cummings chooses 
the S&P 500 as a proxy for the market pottfolio, and derives beta estimates of .75 and .76 
from tlmt group of companies, with an average of .76. • 

In keeping with tile practice of Merrill Lynch, which weight raw betas 1/3 toward 
1.0, Mr, Cwnmings adjusts bis .76 average USWC beta toward 1.0, yielding a .84 beta, 
Then,.'fu-a manner similar to Value Line, which weights its betas toward 1.06, Mr. 
Cmnniings further roW1ds upward to .85. 

Staff and USWC have a number of technical differences involving tile derivation 
of tlleir respective betas, but tlleir raw betas are almost identical. The betas of Staff and 
USWC differ because tlley employ different metllods to adjust their raw betas. . 
Mr:Thotnto:0. takes an average of telecommunications industry stocks and does not adjust 
Ii.is average beta, arguing tllat use of the industry average renders acljustment mmecessary, 
USWC adjusts its beta toward 1.0, the average of all betas ( or toward 1.06, using tile 
Value Line adjustment). 

We conclude tlmt Staff's telecommunications industry average beta is more 
reasonable than a beta adjusted toward the average of all betas or toward an even higher 
standard, such as Value Line uses. As Nobel lameate economist William F. Sharpe says: 

Information of the type shown in Table 13-4 [industty average betas] can be used 
to "adjust" historic beta values. For example, tile knowledge fuat a co1poration is 

.in the air transport industry suggests that a reasonable estimate of tile beta value of 
::.its stock is greater than 1.0. It tlms makes more sense to adjust a hi_storic beta 
}value toward a value above 1.0 tllan to tile average for all stocks. H 

Mr. Sharpe's support of tile adjustment toward industty average is borne out by 
empirical studies tllat Staff has pe1formed. Over a number of years. Mr. Thornton 
testified that Staff has concluded tllat weighting public utility betas toward 1.0 is inferior. 
compared to weighting betas toward tile average industty beta. 

Conversely, it makes more sense to adjust a historic company's beta toward a 
value below 1.0 if it is in tile telecommunications services industry, because tile record 
reveals tlmt telecommunications services companies are less risky than tl1e average stock. 
Thus, if any adjusttnent to tile raw beta is appropriate, it should be toward the industry 

" Investments, 2d ed., Prentice-Hall, Inc., Englewood Cliffs, 1981, p, 344. 
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average rather than toward a generic average of all stocks. Staff points out that if 
Mr. Cummings' truncated telecommunications company sample average relied on raw 
betas, rather than betas adjusted toward 1.0 or 1.06, the average beta would be . 78, lower 
than Mr. Thornton's estimate of .80. Because Mr. Thornton's sample takes the average 
of telecommunications services companies, we conclude that no adjustment to his raw 
beta is necessaiy, 

4. Market Risk Premium. The CAPM multiplies the estimated beta by the market 
risk premium, which must also be estimated. To estimate the market risk premium, 
Mr, Thornton uses an unbiased estimation method, whereas Mr. Cummings uses a 
method which he admits is biased upward for holding periods greater than one year. 

Mr. Thornton's method assumes that the average market risk premium.over a 
large number of historical intermediate term holding·periods·is a reasonable·estimate of 
the expected intermediate term market risk premium. He estimates the-average historicai 
intermediate term market risk premium by calculating the difference between expected 
compounded returns on the market portfolio and the compounded returns on the risk free 
asset over an intermediate period (the holding period assumption discussed in paragraph l 
above). In other words, the market risk premium is the difference in returns ~etween an 
investor's.two accounts, the one invested in the stock market and the other: invested in 
U.S. Treasury ·securities, over rui intermediate period. The difference is then annualized. 

Mr. Thornton used CRSP's 1926-1995 New York Stock Exchange/AMEX/ 
NASDAQ return series as a proxy for the theoretical market portfolio returns (a sample of 
approximately 8,000 stocks in his last month of data). He used 1926-1995 data in 
intermediate term U.S. Treasury securities rates from Ibbotson Associates' Stocks, Bonds, . 
Bills, and Itiflation 1996 Yearbook to represent the risk free rates over that period. 
Mr. 111ornto11 used two different series from the Yearbook: yield (ex ante rates) and total 
returns (ex post rates). He performed separate analyses on each of the series and 
generated two series of estimates. He then separated his 1926 to 1995 data into holding 
periods of five to ten years each, such that all his data were used·only once. He then 
calculated the average rate ofretum difference between holding the market-portfolio and 
holding the risk free rate over the intennediate tenn. Finally, Mr. Thornton averaged tlie 

. market risk premium estimates for each of the holding periods. His estimate of the 
· historical market risk premium using ex post U.S. Treasury security returns is 5.8%; of 
historical market risk premium using ex ante returns, 6.3%. 

Mr. Cummings uses at1 aiithmetic average approach to market risk premia. His 
estimates are the arithmetic difference between annual stock returns at1d annual bond 
returns. All of Mr. Cummings' ex post market risk premium estimates are based on 
arithmetic averages of annual data. The market risk premium range in USWC's rebuttal 
testimony is 7.5% to 7.7% for intermediate term risk free rates at1d 7.1% to 7.3% for long 
te1m risk free rates. The ex post and ex ante estimates are very close. USWC argues 
that this indicates that the estimation of the market dsk premium is sound. 
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USWC objects to the fact that Staff uses only historical data to estimate the 
market risk premium, whereas USWC uses an average of an historically derived ( ex post) 
and current expected ( ex ante) mal'ket risk premium. USWC argues that Mr. Thornton's 
range is biased downward because his calculation is based on differences of geometric 
means and the use of bond total returns rather than bond income returns. USWC 
contends that the theoretical literature and the provider of the data (Ibbotson Associates), 
as well as investors in U.S. Treasmy bonds and the S&P 500 stocks, support the validity 
of the arithmetic mean procedme. 

Staff argues that Mr. Cummings' estimates are biased upward because, as he 
admitted on cross examination, a method like his that relies on the arithmetic average of 
annual data will produce an upwardly biased estimate if the holding period is assumed to 
be moie than one year. Staff reminds us that Mr. Cummings implicitly assumes an 
intermediate term and long term holding period by his choice of risk free rates, Staff also 
points·.out that Mr. Cummings admitted that Staff's method is an unbiased estimator 
method; 

Moreover, Staff takes issue with Mr. Cummings'- ex ante market risk premium. 
Ex ante has a different meaning in Mr. Cummings' calculation than the yield that 
Mr. Thornton used as a'termofhi~ imalysis. Mr. Cwninliigs\isesthe-term to mei&a 
current market risk preiniuin. ·Staff points out that Mr. Cunuuings· stated inltls direct 
testimony that the best estimate of the market risk premimn, which varies over time 
around an average or mean, is the average risk premium over the longest period for which 
data are available. Nonetheless, Mr. CUllllUings gives equal weight to his ex ante 
analysis, which involves performing a DCF analysis on the S&P 500 and subtracting 
intermediate term or long term interest rates. Staff argues that Mr. Cummings' 
application of the DCF to the S&P 500 is inappropriate, because he relies in the IBES 
short te1m and neat· term earnings forecasts as proxies for indefinite future growth. This 
choice skews his results upward, Staff contends. 

We are persuaded that Mr. Thornton's method of estimating the market risk 
premium is superior to Mr. Cmnmings'. Mr. Thornton uses an unbiased estimator, as 
Mr. Ciliiunings admits. Appendix IV to Mr. CUllll'llings' direct testimony (USWC 
Exhiliitr14) cites an article by Fuller and Hickman as the source of an unbiased estimation 
procedure.15 Mr. Thornton testified that the procedure in that article is substantially the 
same as the procedure he used in this case to estimate the market risk premium. 

USWC argues that the theoretical literature supports Mr. Cummings' position on 
the arithmetic mean, but the articles included in his Appendix IV indicate that if an 
analyst has annual data and assmnes a holding period of greater than one year, the analyst 
should compound returns over the assmned holding period before taking an average. 
This is what Mr. Thornton did with his monthly data. Mr. Cmnmings' analysis biases 

" "A Note on Estimating the Historical Risk Premium," Financial Practice and Education, Fall/Winter 
1991, pp. 45-48. 
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his results upward. We conclude that Mr. Cwnmings' results are less accurate as an 
estimate of the market risk premium, and adopt Mt·. Thornton's estimates. 

CAPM conclusion: We have adopted Staff's recommendations on each of the 
contested issues in the CAPM analysis. Therefore, we adopt Staff's CAPM cost of equity 
estimates. They are 11.2% for the ex post U.S. Treasury security returns and 11.6% for 
the ex ante (yiel_d) returns. These estimates average to 11.4%. 

Flotation Cost Adjustment 

... Mr. Cwnmings proposes to adjust his CAPM and DCF return on equity ranges 
upward by a factor of 1.0115 to provide USWC with a return on estimated historical 
stock issuance· costs . .Staff recognizes that flotation costs-are,a.,necessary, cost of.business, 
but recommends that issuance expenses be recovered as· an expense item, not through.a.n 
increa.se in return on equity. Staff contends that Mr. Cummings '._proposed approach 
improperly gives stockholders a one time gain. Staff also presented evidence that USWC 
does not expect to require large amounts of new equity fina.ncing .. 

• Disposition. We consider stock issua.nce costs to be expenses. Therefore, such 
costs must be included in rates when the expenses are incurred . .See Order No. 94-336 at 
28. Recovery of past issuance expenses in future rates would be 1'efroactive ratemaking. 
See id; see generally Letter of Advice dated March 18, 1987, to Charles Davis, Public 
Utility Commissioner (OP-6076). 

Mr. Cummings' proposal a.mounts to a perpetual return on historical estimated 
issua.nce expenses. Under regulatory schemes, bond costs are embedded a.nd have fixed 
lives. Common stock, however, does not have a fixed life. Bonds are thus not analogous 
to stock in this context. Approval of the amortization of embedded costs such as fixed 
life bond expenses over the life of a bond does not justify a perpetual return on estimated 
historical stock issua.nce expenses. 

·We·note also that Mr. Cwnmings' flotation cost·adjustment method ha.s:no basis 
in the financial .or economic literature. The record discloses that-when asked about • • 
support for his adjustment method, Mr. Cummings provided an article by Brigham and 
Gapenski discussing the cost of capital acljustment method (which is also what Mr. 
Cummings called his method). However, Mr. C\IIUlllings did not use the method 
prescribed in the Brigham-Gapenski article. The article discusses no adjustment to the 
CAPM for flotation costs. Mr. Cummings admitted that he had seen no professional 
literature containing mathematical proofs justifying the application of a flotation cost 
adjustment to the CAPM. 

Moreover, a flotation cost adjustment is internally inconsistent with the CAPM. 
The CAPM assumes that transaction costs are irreleva.nt, but flotation costs are 
transaction costs. For the above rea.sons, we reject Mt·. Cummings' proposed flotation 
cost adjustment. 
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Covel'age Ratio 

At Issues 12 and 13, below, we discuss the implications of OU!' decision on 
USWC's cash flow and business valuation. However, we must also discuss here one 
aspect ofUSWC's argument about its viability in view of our decision. Mr. Cummings 
argues that Staffs case will cause a negative pretax interest ratio for USWC. Mr. 
CUlllmings supports his contention by hypothesizing a stand alone entity, USWC-Oregon. 
Mr. Cummings prepared an exhibit, USWC Exhibit 120, to demonstrate the effect of 
Staff's case on USWC's pretax interest coverage ratio. Mr. Cummings states that bond 
rating agencies calculate interest coverage as follows: 

. Pretax Interest Coverage = Pretax Income + Interest 
• Interest 

Staff contends that this exhibit compares an unadjusted USWC test year with 
Staffs adjusted test year. Staff moreover points out that USWC's calculations do not 
accollllt for USWC's proposed $34.9 million US WEST Direct revenue imputatipn, any 
revenue requirement adjustments due to the sale of exchanges to PT!, any revenue 
requirement adjustments due to extraordinary 1995 customer service and maintenance 
expenses, any.adjustments for tariff changes, ·or any.adjustments for reengineering 
savings. Thus, Staff argues, USWC's Exhibit 120 does not even reflect USWC's 
adjusted version of the rate case. 

Staff has compared Mr. CUlllmings' pretax interest coverage formula for the 
hypothetical US WC-Oregon under Staffs adjusted test year after the second stipulation, 
both before and after revenue requirement reductions. Staff argues that it is clear that 
USWC-Oregon, ifit were a stand alone entity, would have a financially soU11d interest 
coverage ratio. Staff notes that Mr. Cummings does not calculate pretax interest 
coverage in a manner consistent with the formula he provides, which is set out above. 
Inst~ad, he merely divides pretax net operating income by interest expense. 

• o: :,'Staff included an Appendix A to its Cost of Capital brief in which showed the 
interest coverage ratio calculations for.Staffs fully adjusted·test year (including a l 0.2% 
return on equity), before and after a rate reduction. Staff uses both the method Mr. 
Cummings attributes to bond rating agencies and the method he actµally uses in USWC 
Exhibit 120. Appendix A to Staffs Cost of Capital brief demonstrates the following 
about pretax interest coverage ratios U11der Staffs case after the second stipulation: 

Pretax Interest Coverage Before Rate Reduct/on 

Rating agency method: 9.02 
USWC Exhibit 120 method: 8.02 
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Pretax Interest Coverage After Rate Reduction 

Rating agency method: 4.88 
USWC Exhibit 120 method: 3.88 

Staff points out that a pretax interest ratio coverage of 4.88 places US WC-Oregon 
above the Standard and Poor's AA benchmark of 4.5 for telecommunications companies, 
and a ratio of3.88 places the entity within the A benchmark. Both AA and A ratings are 
superior to mere investment grade ratings. Staff concludes that a 10.2% return on equity, 
together with the rest of Staffs adjustments, will allow the hypothetical USWC-Oregon 
to maintain its financial integrity. 

Disposition. Staffs arguments persuade us that Mr. Cummings' pretax interest 
coverage ratio exhibit, USWC Exhibit 120, does not reflect even USWC's adjusted case. 
Moreover, as Staff points out, Mr. Cummings does not use the bond rating agency 
formula to calculate interest coverage, We find that Staffs calculations in Appendix A to 
its Cost of Capital brief are methodologically correct and demonstrate that USWC
Oregon, if it existed, would have a pretax interest coverage even after rate reduction 
sufficient to maintain its financial integrity. 

Conclusion. Under Duquesne, the rates we set iri this case must give USWC's 
investors an opportunity to earn a return commensurate wjtli those earned in enterprises 
of similar risk and sufficient to enable the company to attract capital. Based on the 
considerations set out above, we find that Staffs cost of equity analysis is superior to 
USWC's in meeting these criteria. Mr. Thornton's telecommunications company sample 
better reflects the risk USWC faces. Mr. Cummings' selection of comparable companies 
are, on average, riskier than USWC. We find Mr. Cummings' analysis biased upward. 
Therefore, his analysis fails fo meet the Duquesne criterion of setting a return like those 
earned by enterprises of similar risk. 

Further, we are satisfied that Staffs recommended return -will maintain USWC' s 
financial integrity. Finally, we are persuaded that the return is high enough to attract 
capital. Therefore, we adopt Staff's recommendation of 10.2% to 12.9% as the 
reasonable range of return on equity, The midpoint of that range is 11.6%. 

Proposal to Set Allowed Return at Low End of Reasonable Range: After 
establishing a range of a return on equity the midpoint of which is 11.6%, Staff 
recommends a service quality adjustment to lower the return on e 

quity to 10.2%. We adopt this recommendation .. See discussion at Issue 9 below. 

ISSUE 3: US WEST DIRECT DIRECTORY REVENUE IMPUTATION 

Disputed Issues: 
, Issue 3a, US WEST Direct Directory Imputation (A<(justment 16). Staff and 

USWC agree that the test year should be adjusted but disagree about the 
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amount of the adjustment and the method used to calculate the imputation. 
Staff used the method and publishing fee rate adopted in docket UT 85 to 
calculate revenues from US WEST Direct. USWC used the $34.7 million 
directory revenue imputation that was in the UT 85 revenue requirement. 

• Issue 3b, US WEST Direct Directory Growth (Aqjustment 16a). Staff 
included growth at the level expected to occur during the period when rates 
from this docket are in effect. Staff and USWC disagree about the need for 
proforma adjustments (see Issue la, Test Year). If the Commission includes 
Staff's adjustment in the test year, the final amount depends on the resolution 
of Issues 3a, Directory Imputation, and 8j, Access Line Growth. 

Issue 3a: U S WEST Direct Directory Revenue Im1mtation 

,..,,;fl· 

. ;"Before the divestiture of AT&T, the local Bell telephone companies published 
and distributed alphabetical and classified telephone directories (the white and yellow 
pages)within their service territories. Historically, the publication of telephone 
directories has been part of the local telephone company's service .. obligations, and the 
revenues from directory publishing and advertising have been used to defray the utility's 
revenue requirement and maintain affordable local telephone rates. . . . .• -- . • "'• . 

Aft~r th~ breakup of AT&T; directory operations re~ained with the locai 
telephone companies. Since that time, some of the Bell operating companies, including 
USWC, have transferred their directory operations to nonregulated affiliates. USWC' s 
current directory publishing affiliate is U S WEST Direct (USWD), which was created in 
1986. See Order No. 88-488, UI 54, in which the Commission authorized USWC (which 
was then known as Pacific Northwest Bell, PNB) to enter into various puplishing 
agreements with USWD. But for imputation, the transfer of assets from the regulated 
utility to a nonregulated affiliate would have diverted the publishing revenues from 
ratepayers to shareholders. 

USWD's directory operation is highly lucrative. The USWD directory dominated 
the field in 1988, when the Commission approved the publishing agreements, and USWD 
don:iiniites the field today. Its revenue gr9wth rate has consistently been high; see 
discussion at Issue 3b below. 

Like a number of other states, Oregon opposed this attempt to transfer the assets 
of the regulated telephone company to nonregulated affiliates without customer 
compensation. We reasoned that.the value of the directories.is connected.directly to the 
regulated operations of the local telephone company. The relationship between telephone 
service and yellow pages advertising in the directories is symbiotic. As we said in Order 
No. 88-488, at 7: 

[T]he Commission believes that the thing of value which is being transferred, and 
which makes these Yellow Pages different and much more valuable than others, is 
their connection with the local exchange telephone company . . . . The 
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distribution of the classified advertising with the necessary white pages by, with 
the blessing of, or in association witl1 the local exchange company sets [the 
Yellow Pages] apart from any otl1er classified advertising efforts. 

We further reasoned that the local exchange company's position as incumbent 
telecommunications service provider was confen·ed on it by the State of Oregon through 
the Commission. ORS 759.020, 759.025. We concluded that the direct01y publishing 
rights, opportunities, and profits are valuable assets that have been derived by the local 
exchange company in collllection with its state authorized position as a monopoly or 
regulated local telecommunications service provider. In considering PNB's publishing 
agreements with USWD, we stated(Order No. 88-488 at 8): 

The Commission is not disposed to permit the parent company to spin off the 
money-making ventures of its operating companies; one by one, thus increasing 
the net revenues required to suppo1t local service. This is especially true when 
those revenues result from a venture which receives its·value·fromits close 
association with the communications services provided by the local exchange 
company. 

Accordingly, when we approved the publishing agreements between PNB and 
USWD, we provided that "the revenues which will be credited to PNB as a result of the 
transfer will be based on the difference between the revenues received from the 
publication venture, and the reasonable costs of publication." Order No. 88-488 at 9. In 
that same docket (UI 54), PNB represented that regardless of the transfer of the directory 
publishing operation to USWD, regulated ratepayers would continue to benefit from such 
publishing. 

In other words, we have imputed to PNB, now USWC, directory revenues. This 
imputation lowers USWC's revenue requirement. In PNB's last general rate case in 
Oregon, UT 85, we determined that 

a level of directory pubiication expense equal to [**'1') 16:percentof USWD''s 
[Oregon] net revenues is fair and reasonable for·purposes•ofthis·proceeding. The 
remaining[****} percent ofUSWD's [Oregon] net revenues should be imputed to 
PNB, lowering its revenue requirement by $29.066 million. Order No. 89-1807 at 
34. 

Imputation of directory revenues to USWC is the form of annual compensation 
that was adopted by the Commission to remunerate the utility's ratepayers for USWD's 
use of their directory related assets. See Order No. 89-1807 at 28-42. Those assets are 
USWD's right to publish directories on behalf ofUSWC and the associated opportunities, 
goodwill, reputation, and profits tliat derived from PNB 's position as a regulated 

16 The bracketed data are confidential. 
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telecommunications service provider. In Order No. 89-1807, we detennined that those 
assets belong to USWC's ratepayers. 

In UT 85, Order No. 89-1807, we adopted a revenue retention ratio for 
detennining the amount of directory revenues to impute to PNB. The ratio is derived by 
detennining directory expenses as a percentage ofUSWD's net revenues (i.e., gross 
revenues less uncollectibles) and then imputing the remaining percentage ofUSWD's net 
revenues (directory profits) to USWC. Order No. 89-1807 at 29-30. Also in Order 
No. 89-1807, we adopted a 4.1 % growth adjustment for PNB, because "the evidence 
indicates that there is a substantial likelihood that growth in directo1y revenues will equal 
or exceed 4.1 % in the foreseeable future." At41-42 . 

. ,;;;,: In UT ~O, Order No. 91-1598, we adopted an Alternative Form of Regulation 
(AFOR) plan for USWC. As part of the plan, the utility agreed that 

[it] will not challenge, through legislation or litigation, the Commission's 
authority to impute Yellow Pages revenues for mtemaking purposes. This 
agreement is binding for the five-year tenn of the Plan and for five years after the 
end of the Plan. However, USWC is not prohibited from challenging the 
1nethodolcigy and amount of imputation after the term of the Plan has expired. 

. . . . .· ... •• . . . 

Order No. 91-1598 at 8-9. On May 1, 1996, the Commission terminated the AFORplan 
by Order No. 96-107. The five yearpostAFORpedod during which USWC is 
prohibited from challenging our authority to impute Yellow Pages revenues for 
ratemaking purposes runs through April 30, 2001. 

Despite this agreement, USWC spent considerable time at hearing and in its briefs 
arguing against the rationale for imputing Yellow Pages revenues, against the legality of 
such imputation given the Telecommunications Act of 1996, and against the policy of 
imputation in the current deregulato1y, procompetitive climate. 

-_:· 

"We will not address USWC's arguments about the rationale for Yellow Pages 
imputation. We believe we have set out our arguments clearly in the orders cited above. 
TI1e directory publishing assets belong to the ratepayers. The ratepayers should be 
compensated for the profitable enterprise that PNB transferred out of itsTegulated 
operations. 

As to USWC's legal arguments, we find them to be not only direct challenges to 
the Commission• s authority to impute Yell ow Pages revenues for ratemaking purposes, in 
violation of the AFOR provision quoted above; we also find them to be incorrect. We 
address them summarily. 

USWC argues that the Telecommunications Act of 1996 requires that universal 
service support mechanisms be competitively neutral or they are subject to FCC 
preemption. 47 USC §253. The record in this case does not indicate that Yellow Pages 
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·imputation supports universal service entirely. Instead, it shows that profits from Yellow 
Pages are used to meet USWC' s total revenue requirement. It is also premature to claim 
that USWC' s local rates would be subsidized illegally as a result of imputation, because 
the Commission will not decide on particular service mtes until the end of the rate design 
phase of this case. Finally, USWC in its comments to the FCC in FCC docket No. 96-98 
raised the directory revenue imputation issue. The FCC did not adopt USWC' s 
suggestion that state imputations of directory revenues be preempted. See FCC Order 96-
325 (the Interconnection Order). 

Even if directory revenue imputation were prohibited by the universal service 
prnvisions of the Act or by the provisions prohibiting barriers to competition, which 
USWC also argues, we would not simply allow USWC's shareholders to keep the 
directory profits. Ratepayers would have to be compensated fot• the-valuable intangible 
assets ( directory publishing tights, opportunities, reputation)·that USWD,has acquired in 
connection with USWC's position as a regulated telecommunications service provider. 

USWC argues that it is unfair to use revenues from an advertising business 
conducted by another company, which never even appear on USWC's books, to depress 
USWC's retail rates. This plaint ignores the histotical relatimiship of PNJ3 and the 
directory assets, which we have dete1mined belong to rati,payers. • 

USWC contends that ORS 759,050, the Competitive Zone statute, prohibits 
directory revenue imputation. USWC reasons that imputation creates a subsidy of the 
utility's local residential telephone rates, which will inhibit competitive entry. We do not 
consider imputation a subsidy, as we have stated, but compensation for assets that belong 
to ratepayers. Moreover, we note that although a number of potential competitors of 
USWC in the local exchange market have intervened in this docket, they have been silent 
as to the detrimental effects of directory revenue imputation on local competition. 

USWC asserts that ORS 759.030(5) prohibits directory revenue imputation. This 
argument was considered and rejected by the Commission in UT 85, Order No. 89-1807 
at 12-13, and will not be addressed again here. 

USWC maintains that directory revenue imputation is prohibited by 47 USC 
• •• '§254k. That section provides: 

SUBSIDY OF COMPETITIVE SERVICES PROHIBITED. A 
telecommunications carrier may not use services that are not competitive to 
subsidize services that are subject to competition. The [Federal Communications] 
Commission, with respect to interstate se1vices, and the States, with respect to 
intrastate services, shall establish any necessary cost allocation rules, accounting 
safeguards, and guidelines to ensure that services included in the definition of 
universal service bear no more than a reasonable share of the joint and common 
costs of facilities used to provide those services. 
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This section does not apply to directory revenue services, which are nonregulated 
services legally subject to competition. USWC errs in relying on Staffs factual assertion 
that USWD dominates the directory publishing industry in Oregon. 

Finally USWC argues that directory revenue imputation trenches on USWD's.free 
speech rights. USWD, a separate entity from USWC, is not a party to this proceeding. 
USWC has no standing to asse1t USWD's rights here. Moreover, even ifUSWC did 
have standing, the First Amendment argument is meritless. USWC asserts that 
imputation, by extracting a subsidy from the directory advertising business, deters the 
exercise of the expressive and creative activities in that business. The implication is that 
abs~nt imputation, USWD would more aggressively increase its Yellow Pages revenues, 
concomitantly exercising editorial creativity and the expression of ideas. As we have 

. stat<;<l1many times, imputation compensates USWC ratepayers for use of assets that 
belong.to.them. IfUSWC feels that this arrangement impedes its affiliate's creativity and 
expression, USWC and its affiliate should arrange for some other form of compensation 
for ratepayers, The First Amendment does not contemplate uncompensated use of 
another's assets in the exercise of editorial creativity or the expression of ideas. 

In the present case, USWC proposes a directory revenue imputation amount of • 
$34,829,500 for th~ test year: This is the amow1t the·Coriunission)i:as imputed to USWC 
annually since January 1, f992; Staff, arguing that USWD' s Oregon revenues have • 
grown substantially since 1992, recommends an imputation amowit of $54,297,600. 
Staff calculated this amount by applying the [****] percent directory revenue retention: 
ratio approved by the Commission in UT 85 to USWD's 1995 Oregon net revenues of 
$[****]. 

USWC contends that the following sources of directory revenues should not be 
imputed to it: sale of advertising to 11011 USWC subscribers (national advertisers); sale of 
foreign directories; and recycling of directories, We reject this argument. These sources 
ofrevenues exist because USWC provides local telecommwiications service. Regardless 
who __ ptji'chases an advertisement, tile point is to sell whatever is advertised to the 
subscribers ofUSWC, who receive the telephone directory. The value of the directory is 
direct!~iinked to the regulated operations of the telephone company. Revenues from sale 
of foreign directories and from directory recycling also arise in connection with USWC's 
directory publication and distribution obligations as a regulated telephone·company, 

Staff argues that the revenue retention ratio_ it used in UT 85 is still reasonable • 
today. USWD's financial worksheets for 1995 show that its Orego11 net operating 
revenues after expenses were greater than Staffs recommended imputation ani.owit. 17 

Moreover, the factors relevant to the retention ratio have either not changed or have 

17 'I11is assumes that a confidential amount in unspecified US WEST Inc., budgeted (not actual) expenses 
allocated to USWD's Oregon operations were proper costs. 'I11ere is some indication that USWD's Oregon 
costs for 1995 may be inflated by unidentified "other general and administrative expense." There is also 
some indication that USWD underreported its Oregon revenues. 
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improved for USWD in Oregon, USWD still dominates tl1e directory publishing market, 
with more than an 80% share. USWD's rates for advertisements have increased faster 
than tl1e rate of inflation. USWD's Oregon revenues, net operating revenues, and net 
income have grown steadily since 1992 and USWD's returns on equity are very high. 
We conclude that the retention ratio used in UT 85 is reasonable for purposes of this case, 
We adopt Staff's recommended imputation amount of$54,297,600. 

Issue 3b: U S WEST Direct Directory Revenue G1·owth 

Staff recommends a directory revenue growth adjustment of $3,491,100 to 
, Account 5230 (Directory Revenues) for the period rates·resulting from this proceeding 
are expected to be in effect. This amount is 3.8% of the 1995 base directory revenue 
amount of $54,297,600, which equals the 6.8% growtl1, figured,as,a,geometric average, 
of USWD's Oregon net directory revenues between-1992 ahdl 995tless:the:3%access 
line growth adjustment Staff advocates in lssue-8kAccess Line;(3rowth,,~Staffus-ed· 
August 31, 1997, the midpoint of the 32 month period whenmtes are expected to be in 
effect, to calculate tl1e directory growth adjustment. 

Staff argues that its directory revenue growth adjustment is reasonable in light of 
USWD's consistent record of directory revenue growth since 1992 and of the forecasts of 
outside financial analysts, Staff notes that USWD continues to dominate the directory 
publishing markets in Oregon, In 1995, USWD's publishing revenues grew by 7%; in 
second quarter 1996 they increased by 8% compared to the same period in 1995. For 
tltlrd quarter 1996 they increased 7% over against the same period in 1995. USWD also 
experienced a 4% increase in revenues per advertiser. Finally, Oregon is one of fue ten 
fastest growing states in fue nation, and USWC is facing strong demand for its 
telecommunications services in Oregon. 

USWC argues that Staff's growth adjustment is onesided because Staff did not 
include any expenses in the adjustment. Staff responds that direct9ry expenses are 
factored into the revenue retention ratio adopted in UT85;whioh-Staffhas usedin,this 
rate case. The ratio dete1mines directory expenses as a percentage of USWD'cs ,net: 
revenues. Only USWD's profits are imputed to USWC;,1Staffnotes,thatUSWC,did not 
prove that USWD's future expenses for Oregon directory operations will be greater fuan 

,,the expense amounts factored into Staff's revenue retention ratio. As USWD's Oregon 
directory revenues grow, the amount of expenses incorporated in fue retention ratio 
increases by a percentage of the revenue increase equal to 100 minus the retention ratio .. 

We adopted a4.1% growfu adjustment forPNB in UT 85,0rderNo. 89-1807, 
because of substantial likelihood tl1at growth in directory revenues would equal or exceed 
4.1 % in the future. The same reasoning applies here. The evidence strongly points to 
continued growth fot· USWD directory revenues. Staff's proposal of 3.8% is conservative 
given USWD's growth to date. We adopt Staff's proposed growth adjustment. USWC's 
argument that Staff's calculation failed to include expenses is mistaken. 
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ISSUE 4: AFFILIATED INTERESTS AND CORPORATE ALLOCATIONS 

Completely Settled Issues: 
• Issue 4d(3}, Affiliated Interest Charges (Adjustment 20b). Staff and USWC 

agree to remove charitable contributions, dues and memberships, lobbying and 
certain other affiliated interest charges. First Stipulation, Para. 5. 

• Issue 4c, Strategic Marketing (Adjustment 19). Staff and USWC agree to 
restate expenses to recognize the break up of Strategic Marketing. First 
Stipti!ation, Para, 4. 

• issue 4g(l), Part 64 Still Regulated (Adjustment 23). The FCC deregulated 
certain services and required below the line accounting. That is, nomegulated 
and nonoperating income amounts are shown below the net operating income 

,,;_ . line on the income statement. Some of these services remain regulated in 
Oregon. Staff and USWC agree on amounts to add back, but disagree about 
whether revenues should be imputed to render these services revenue neutral 
(Issue 4g(2)). 

Sig11ijica11tly Undisputed Issues: 
Issue _4e, Affiliated Interest Return Compone11t(Ad}tfsfment_21). SW'fand 
USWC agreed to remove the rate of return that USWC had recorded in excess 
of the midpoint of Staff's rate of return range. For the final adjustment, Staff 
and USWC agreed to use the rate of return authorized in this docket. The fiiial 
amount therefore depends on the resolution ofissue 2c, Cost of Equity. 
Appendix B, First Stipulation, paragraph 6. . 
Issue 4f. Headquarters Allocations (Adjustment 22). Staff and USWC agree 
to (a) restate the test year to reflect the corporate allocation factors that 
became effective January 1, 1996, and (b) consider the effects of the exchange • 
sales that occurred after the development of the factors that become effective· 
January 1, 1996. The final amount depends on the resolution of disputed 
expense issues. Appendix B, Firnt Stipulation, paragraph 7. 
Issue 4h, Nonregulated Costs Removed in Columns 18-21 (Adjustment 23b). 
Staff's test year is based on total Oregon data subject to separations.· 
However, three of Staff's adjustments contain small amounts of umegulated 
costs, which Staff has removed. Staff and USWC agree that this adjustment 
should be made if the Commission adopts Staff's adjustments in Issues 4b 
through 4e, affiliated interests. Therefore, the final amounts depend on the 
resolution oflssues 4b through 4e. 

Disputed Issues: 
• Issue 4a, Rent Compensation Study (A4fustment 17). Staff and US·WC agree 

on this adjustment except that USWC disagrees that the Commission should 
disallow any costs related to square footage, Staff and USWC agree to replace 
the rent compensation carrying charge (a reduction to Miscellaneous 
Revenues) with rate base and expense amounts. The final amount also 
depends on the resolution of Issue 2c, Cost of Equity, In calculating the 
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carrying charge, USWC used an overall company achieved rate of return of 
l 0.81 percent. Staff recommends using the midpoint of the authorized rate of 
return range. The final amount also depends on the resolution of Issue 4b 
(UM 753 Lease Expenses) and the final allocation factors from Issue 4f 
(Headquarters Allocations). 

Staff made the following adjustments to the July 1995 Rent Compensation 
Study: 

• Removed 3.8958 percent of the headquarters, centralized and cross 
boundary amounts, This percentage represents the nomegulated 
portion. 

, Adjusted the headquarters and centralized rent compensation floor 
space to reflect a composite amount of 300 square feet per employee. 

•. Adjusted the headquarters and centralized allocation factors based on • 
labor dollars to reflect the UP 96 sale of exchanges to Telephone 
Utilities of Eastern Oregon, Inc., d.b.a. PTI Communications. 

• Adjusted the operating rent amounts to reflect adjustments prepared by 
Staff in Docket UM 753. 

~ Issue 4b, UM 753 Lease Expe118es (Aqjustment 18), Fotll' leases were moved 
from docket UM 753 for litigation in this docket, and Staff has adjusted • 
expenses accordingly: Staff also reduced lease expenses to reflect Order No. 
96-179 in UM 753. 

, Issue 4d(J) and 4d(2), Fax Services (Aqjustments 20-20a). Staff argues that 
fax services are regulated telecommunications services under the 
Commission's jmisdiction. Staff therefore restated revenues to recognize the 
June 1, 1995, service agreement. 
Staff also increased tl1e revenues to reflect the level expected during the period 
when rates from this docket will be in effect. USWC considers these fax 
services issues to be growth adjustments outside the test year, Staff disagrees; 
it argues that Issue 4d(l) is a normalizing adjustment. 

, Issue 4d(4), FCC License (Aqjustment 20c). Staff restated the test year to 
recover the value of an FCC license sold by USWC. USWC disagrees with 
Staff's adjustment, arguing that it was already included in a rate case. 

• Issue 4g(2), Part 64 Still Regulated Revenue Imputation (Aqjustment 23a). 
USWC disagrees that revenues should be imputed to render these services 
revenue neutral. If the Commission includes Staff's revenue imputation 
adjustment, then Staff and USWC agree that the final amount depends on the 
resolution oflssue 6c, Tariff, Price, and Contract Changes. The final amount 
also depends on Issue 2c, Cost of Equity. 

Issue 4a: Rent Compensation Study - Excess Building Space 

USWC has telephone operations in fourteen states, of which Oregon is one. 
Within those states, USWC houses headquarters and centralized employees with 
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multistate job fw1ctlons and duties. Because of the multlstate nature of the functions, 
USWC must perform studies to allocate the associated costs among the states it serves. 

Staff proposes to adjust USWC's state composite headquarters and centralized 
employee space allowance to 300 square feet per employee. Staff's position is that 
building space expenses should be recognized in rates·only if the expenses are reasonable. 
Staff's purpose in making the adjustment was to ensure that Oregon ratepayern do not 
bear-costs for excess building capacity. Staff's adjustment would decrease USWC's 
proposed total Oregon rate base by $2,151,561 and total Oregon operating expenses by 
$735,484 . 

. To establish its standard for square feet per employee, Staff compared USWC's 
rent compensation studies for 1992 and 1995. In its rent compensation study, USWC 
adjusfsitotal building costs to remove nonadministrative space.18 Staff determined that 
USWC's square footage per employee increased from 309 in 1992 to 347 in 1995. Total 
employees in the studied locations decreased by 6,284 from 1992 to .1995, but the number 
of headquarters and centralized employees at the studied locations increased by 7,785 
during the same period. 

• Staff detertnined that tliii ratio of headquarters anil centraliz.ed employees fo total 
employees fu -~ building is .foci:~iisirig, as is the square footage p<!r ·employee. 'Staff • • 
concludes that with.these increases, more dollars are assigned to the headquarters and 
centralized category for allocation among the 14 states. Staff argues that the increase in 
square feet per employee indicates that there is idle capacity and the fixed costs 
associated with it are being passed through for recovery in rates. 

Staff notes that it selected 300 square feet.per employee as a reasonable amount 
because that was approximately the amow1t calculated from the 1992 rent compensation 
study and because it was a conservative amount, being more than the Building Owners 
Management Association (BOMA) recommendation of250 to 270 square feet per 
employee and more than the Public Utility Commission building use of278 square feet 
per em,ployee. Staff believes that because the 1995 study captures USWC's 
reorgatiization and downsizing, the proposed adji1stment more accurately represents 
where'VSWC's building cost level will be during the time rates are in effect. 

USWC argues that the Commission may not disallow the expenses in question 
without a showing that they have been imprudently incurred. USWC notes that Staff 
does not claini that USWC acted imprudently in acquiring or failii,1g to dispose of 
building space. USWC maintains that it made a good faith decision to acquire space 
when it was needed, and that it-should now be allowed to recover costs for idle building 
space just as it is allowed to ·recover other telephone investment. 

" To achieve this, USWC deducts from total usable space vertical penetration (stairwells, elevator shafts), 
core areas (restrooms, lobbies, corridors, mechanical ·rooms), network equipment space, space rented to 
affiliates, third-party leased space, and computer space to arrive _at administrative space. 
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USWC also argues that Staff's calculation of square footage relies on USWC's 
rent compensation studies, which were designed to allocate building investment and lease 
expense for space used in providing service for more than one state. The data in those 
studies, USWC maintains, were not collected to measure average floor space per 
employee, and the studies do not use the BOMA definition of usable administrative 
space, Therefore, USWC argues, Staff draws incorrect inferences from the study and 
makes comparisons to external measures that Staff cannot show to be reasonably 
comparable. USWC contends that space for parking and cafeterias is included in its rent 
compensation studies but not in the external measmes Staff uses, while contract 
employees and employees of vendors are not included in ·staff' s calculations, although 
they are present in USWC's buildings. USWC argues that these factors result in an 
overstatement of the company's space per employee, USWC argues.that; taking these 
factors into account, its "usable administrative space" is within -Stares 300 square.feet per 
employee standard. 

USWC also charges that Staff's 300 square feet per employee sumdard is 
arbitrary. Staff responds that it did not set the 300 square foot per employee limit solely 
based on the Commission building or the BOMA standards. Staff used those external 
comparisons only as guidelines. Ifit had, the limit could have been 270 or 275 square •• 
feet per employee. lilstead Staff sefthe limit at 300 square feet, which, if argues, 
accommodates the existence of contract employees. 

USWC notes that it provided actual data for its major buildings that should be 
used for this analysis, rather than the inapplicable rent compensation study. USWC 
asserts that its affiliate Business Resomces, Inc., (BRJ) tmcks usable administrative 
square feet for major buildings, and this tracking shows the major building space per 
employee to be 269 square feet in September 1996. USWC Exhibit 75 sUllUllatizes BRI's 
results. This information, according to USWC, is traced.in a manner consistent with the 
BOMA definition of usable space. 

Staff contends that this exhibit omits minor-buildings,c.which constitute-about one 
third ofUSWC's total headquarters and centralized employee .space .. The average square 
footage per employee in the 1995 rent compensation study for minor buildings exceeds 
fhe average for major buildings by 48 square feet. 19 Staff ru·gues that USWC Exhibit 75 
does not establish USWC's reasonable use of "minor building" space or fhat its total 
composite state building space is reasonable. 

Second, Staff notes that USWC Exhibit 75 contains no compru.ison with July 
1995. Staff points out that a compatison of Exhibit 75 and the July 1995 rent 
compensation study shows that headquarters employees increased from 26,049 in 1995 to 

19 According to Appendix D to Staff's Ope11h1g Brief, at 4, USWC's response to Data Request 89, the 
1995 building study, indicates that the major buildings have a square footage per person average of 332, 
while the niinor buildings average 380 square feet per person. 
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31,830 in USWC Exhibit 75, Staff argues that the increased concentration of 
headquarters employees in major buildings may have decreased the major building square 
footage per employee found in September 1996. 

Moreover, Staff responds that USWC fails to recognize that the initial basis for 
Staff's adjustment was the comparison between the 1992 and the 1995 rent compensation 
studies. If the studies include any space that deviates from what would be included under 

· the BOMA standards, this is largely irrelevant, Staff contends, because the additional 
space would be included in both the 1992 and the 1995 calculations. Staff gives weight 
instead to the increas.e in square feet per employee, which it contends is attributable to 
excess building capacity . 

. USWC responds that the Commission should give more weight to Exhibit 75 than 
to the'.}ent compensation studies figures. First, the company argues that Exhibit 75 
measures according to BOMA standards, so that it is clear what is included and what is 
exclu9ed. Second, USWC adds the 48 square feet by which the minor buildings exceed 
the major building average in Staff's Appendix D to the 269 square foot average for the 
major buildings in Exhibit 75 to .arrive at an average for the minor buildings of 317 
sq~e feet. USWC then weights tllis figure, multiplying the major buildings' 269 square 
feet by 67% and the minor buildlrigs' 317 square feet by 33%, which yields a 09mposite 
285 square feet per erriployee,20 • •• • 

Disposition. We accept Staff's calculation of300 square feet of administrative 
space per employee in headqmuters and centralized buildings as reasonable. However, 
we believe that the record is unclear with respect to what the rent compensation eytudies 
include. Staff notes that the figures do not include contract workers, but argues that its 
300 square foot figure is conservative enough to accommodate such workers. However, 
Staff does not answer USWC's contention that the rent compensation studies include 
space for parking and cafeterias, whereas the extemal measures do not, 

~;Staff seems to argue against an adjustment based on Exhibit 75 because during the 
test Y~!it the square footage per employee in headquarters and centralized buildings could 
have ~it,lleeded 300 square feet. However, as we stated in the discussion of Issue lA, the 
functioh of a test year is to represent expenses during the time rates will be in effect. 
Staff notes that the 1995 rent compensation study captured a point at which USWC had 
not completed its plan to position itself for competition. Therefore, we find it appropriate 
to consider the 1996 data represented by Exhibit 75. Not only do those data reflect a 
later- period, in which we may assqme that USWC has progressed in its plan for 
competition; we also have better assurances that those data.reflect only administrative 
space. 

20 USWC also calculates the minor building average square footage on a percentage relationship. n,e rent 
compensation study gives 380 square feet as average for tl1e minor buildings, which is 14% greater than tl,e 
332 square feet for the major buildh1gs. Applying the same percentage relationship to the BRI major 
buildings yields 308 square feet for the mh1or buildings. If these figures are weighted by percentage, the 
composite is 282 square feet. 
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Following USWC's calculation of minor and major building square footage per 
employee, we conclude that USWC's average square footage per employee in 
headquarters and centralized buildings is under 300 square feet USWC's rent expenses 
are, therefore,· reasonable and will be allowed. 

We note that our decision on this issue is limited to the facts before us. Where the 
use of space changes, we will not automatically approve continued expense. We approve 
the expenses in this issue because we find them reasonable. 

Issue 4a and 4b: Lease Expe11se 

Staff proposed adjustments for various aspects ofUSWC's lease expense for 
certain identified properties. USWC stipulated to each adjustment exceptforthe·one 
concerning the property called "1201 Farnham." At issue is the allocation of space at that 
property between office/administrative space and lab/computer space. ·The allocation is 
significant, because lab/computer space is more expensive thlll). administrative space. 

From a consultant's study provided by USWC, Staff determined that the Farnham 
space should be allocated roughly 80% to office use and 20% to computers. Staff 
proposes to disallow $243,013 oflease expense for this property cin a system wide basis. 
The Oregon share of this disallowance is approximately $20,000. USWC claims that 
these percentages should be reversed. With its reply testimony USWC submitted an 
exhibit, USWC Exhibit 79, which USWC alleges shows the actual configuration of the 
property. USWC argues that Staff's allocation of space should have been revised in view 
of these actual data about the building's composition. USWC contends that it is arbitrary 
and capricious of Staff to ignore the actual evidence of its second exhibit. 

Staff responds that it took the first data USWC submitted, the consultant's study, 
to be actual data with respect to the configuration of the Farnham property, and that the 
second document USWC submitted conflicted with the first.· Staff further asserts· that it 
had not had a fair opportunity to analyze, verify, and possibly nomialize'the data in the 
second document. Moreover, Staff argues, Exhibit79 was not supported by any 
documentation. 

Disposition. We conclude that USWC's evidence is insufficient to show that the 
actual configuration of the Farnham property is dedicated roughly 80% to lab/computer 
functions and 20% to administrative functions. It is reasonable for Staff to rely on the 
evidence USWC first submitt(ld, because Staff has not had a reasonable opportunity to 
examine the second document USWC submitted, which conflicts with the first. IfUSWC 
can document its new numbers for the Farnham property, the lease expense should be 
higher in the next rate case. 
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Issue 4d(l): Fax Services 

Staff recommends increasing Account 5260, Miscellaneous Revenue, by 
$137,200 to accountfor revenues USWC receives from CSC Intelicom, Inc., (CSC) in 
conjunction with the provision of facsimile (fax) services, Staff takes the position that 
fax service is a regulated telecommunications service and that USWC is jointly providing 
fax services with CSC. 

USWC argues that the Commission has no jurisdiction to regulate fax services. 
The company further argues that it is not providing fax services but merely providing 
mark;eting support for CSC, which owns the hardware and, according to USWC, controls 
the provision of the services, 

, USWC also argues _that Staffs position on this·issue is inconsistent with the 
• position it takes on Issue 4g, Part 64 Still Regulated, Finally, USWC argues that Staff's 

adjustment is incorrectly calculated. 

Service Provision. The contract between CSC and USWC is a confidential 
exhibit (Staff 81). The contract confirms USWC's claim that CSC owns the hardware 
involved in provision of fax.services, arid USWC is responsible for marketing. However, 
the contract reveals that USWC is also responsible for controlling significant aspects of 
the fax service provided over its telephone lines. We conclude, therefore, that USWC is 
jointly providing fax service with CSC. 

Jurisdiction. Staff argues that the Commission has jurisdiction over USWC' s 
provision of fax services be.cause we have jurisdiction over the service a utility provides. 
Staff cites to Order No. 89-1807 (UT 85) at 9-13 ( discussion of Commission jurisdiction 
over directory revenues). 

USWC argues that the Commission has no jurisdiction over the provision of fax 
services. USWC argues that the FCC has deregulated fax services and that they should 
therefore:not be regulated by the Commission, USWC also argues that since fax services 
are geiiei:ally not regulated by the Commission, the fax services USWC provides with 
CSC should also not be regulated. USWC rebuts Staff's argument of jurisdiction by 
arguing that the Commission's conclusion that it had jurisdiction over directory revenues 
in Order.No. 89-1807 was based on a finding that the directory was·a facility used in 
conjunction with voice communications. USWC contends that there is no evidence in the 
record that fax services are used in the same way with reference to voice 
communications. 

We conclude that it is.irrelevant that the FCC has deregulated provision of fax 
services, Unless the FCC preempts state regulation, that regulation remains a matter for 
the states. See, e.g., the discussion of Part 64 Still Regulated, below, 
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The discussion in Order No. 89-1807 does not rely on a relationship between a 
service and voice communication for a finding of jurisdiction, Instead, at 10, it sets out 
the definition of"service" in ORS 756.001(12), which provides that "service" shall be 
used "in its broadest and most inclusive sense and includes equipment and facilities 
related to providing the service or product." The order concludes that "the Commission 
possesses authority over not only the provision of natural gas, electricity, telephone 
messages, and the like, but also over those ancillary services which are closely related to 
the provision of public utility service." Id. The definition of"telecommunications 
service" or "service" in OAR 860-032-0001(10) supports the position that we have 
jurisdiction over fax services, That definition reads in part: '" [S]ervice' means two-way 
switched access and transpoti of voice communications, and all services provided in 
connection with such services ... ," 

Fax services are provided in connection with telecommunications services in that 
they employ telephone lines to transmit data. We:conclude.that:we .. hav.eJurisdiction over 
USWC's fax services. 

Consistency o/Stqff's Position. USWC notes that in Issue 4g, Staff imputed 
revenues equal to the services' costs to keep them revenue neutral for purposes of this 
rate case. USWC argues that fax service is a Part 64 service and should also be revenue 
requirement neutral. However, Staff did not impute costs for fax services, 

Staff responds that its adjustment in Issue 4g is not a global adjustment for all 
Part 64 Still Regulated services, but applies only to specific services. This argument is 
set out in greater detail in the discussion oflssue 4g below. 

We conclude that Staff is correct in its argument. Staff has reconunended 
imputation of revenues for five enhanced services that are underearning. Fax services 
are not underearning and are, therefore, not included in the Part 64 group of services in 
Issue 4g. • 

Calculation o/Stqff's Aqjustment. USWC asserts thatthe.$137;200 imputation 
for fax services is too high because it does not include· actual,costs::-,The.companycalso 
contends that the test period is flawed, because it contains 20 months rather than 12. 

· Finally,·USWC suggests that the $137,200 may contain interstate revenues. 

Staff replies that USWC witness Carl Inouye stated on cross examination that the 
company had not provided cost information to Staff on fax services. Staff argues that the 
test period for fax revenues is correct. Staff used USWC's fax revenue estimates for 
post-June 1995, 1996, and pait of 1997. Staff argues that the test period is not overstated, 
In fact, Staff reduced the level of 1996 and 1997 fax revenues in its adjustment because 
USWC had failed to meet its own revenue projections for 1995. 

Staff notes that its adjustment accow1ts for interstate revenues because Staff uses a 
separations factor to separate intrastate revenues from interstate revenues on all 
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adjustments. Staff also notes that it used the company's own numbers to calculate the 
adjustment. 

Disposltio11, We are persuaded by Staff's arguments. We conclude that the 
adjustment for fax services Staff has proposed is reasonable and should be accepted. The 
revenues from fax services will be imputed to USWC. 

Iss·uc 4d(2): Growth in Fax Sm'Vices 

Growth At(Justment. Staff recommends an increase of $807,100 to Account 5260 
to account for growth in fax services for 1996 and 1997. Staff.points out that it reduced 
the level of 1996 and 1997 fax revenues in its adjustment because the company had not 
met its revenue projections for 1995. USWC opposes a fax services growth adjustment 
for the:same reasons it opposes other adjustments to the test year. That is, USWC argues 
that t\)e adjustment distorts the test year by failing to include expense or investment 
involved in generating the revenues at issue. USWC witness Inouye testified that because 
of its disagreement with Staff over test year construction, USWC did not intend to 
provide cost estimates for 1996 and 1997. Tr. 321-22. 

. Dispositio11. Wl'i'st\pport Stai.f's growth adjustmeti.t for llie.same reason we 
support other growth adjustments (see, e.g., discussion qf!ssue 3b above and 8j below). 
These adjustments make the revenues representative of the time that the mtes from this 
docket are likely to be in effect. 

USWC cannot both refuse to submit cost estimates and complain that Staff fails to 
include revenues and expenses in its test year adjustments. USWC has the burden to 
show that its costs are reasonable. ORS 759.180(1). Staff's growth adjustment is fair 
and reasonable and should be accepted. The revenues from fax service growth will be_ 
imputed to USWC. 

-~oc:Filing a Tariff/or Fax Services. USWC currently offers fax services without a 
tariff.• Staff asks the Commission to order USWC to file a tariff for fax services and to 
properly record the fax service revenues in the appropriate account. 

Dispositio11. In view of o\11' conclusion that we have jurisdiction over USWC' s 
provision of fax services, we conclude that USWC must file a tariff for its fax services 
and record its fax service revenues in the appropriate above the line account. IfUSWC 
wisp.es to petition to have fax services deregulated, it may dn so pursuant to .ORS 
759.030.21 

21 USWC argues that if the Commission ol'ders USWC to file a tariff for its fox services, w1derthe Equal 
Protection clause, we must also order the same for the hundreds of other sales agents who do precisely the 
same thing that USWC does with fax services in Oregon, We disagree for two reasons. First, we have 
found that USWC ls not merely a sales agent but a coprovisloner of fax services. Second, USWC is a 
regulated utlllty subje<:t to Commission jurisdiction over its telecommunications services and services 
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Issue 4d(4): FCC License 

Staff proposes a $448,185 increase in total Oregon miscellaneous revenues to 
account for the value of an FCC license that USWC (then Pacific Northwest Bell, PNB) 
sold to US WESTNewVector Group, Inc., (NVG), an affiliated company. 

In Order No. 90-1516, the Commission approved a sale of paging service assets 
by USWC to NVG. The assets included an FCC license. Staff takes the position that 
Order No. 90-1516 did not place a value on the FCC license, but left to "the next rate 
case" the issue of valuation and ratemaking treatment of the license. Staff has now 
calculated a value for the FCC license. 

USWC takes issue with Staff's determination that the value·ofthe license should 
be part of UT 125 and with the calculation of the value of the license. 

Order No. 90-1516 approving the transfer of paging assets from PNB to NVG 
contains a stipulated settlement with regard to the transfer. The settlement provides, in . 
relevant part: 

I. Staff and ORCCA [Oregon Radio Common Carrier Association] recommend 
that the Commission approve both parts of PNB's application based upon 
PNB' s agreement to conditions 2 through 7. 

2. PNB will transfer the paging assets to NewVector at net book value 
detennined as of the date of the Commission Order adopting_the Settlement 
Stipulation. 

3. NewVector will make an additional one time payment to PNB in the amow1t 
of$135,400. 

4. PNB will recognize the $135,400 payment it receives from NewVector on its 
books of accounts as a liability. 

5. The Commission shall determine the appropriate treatment of this liability 
described in No. 4 during PNB'snextrate case. 

Order No. 90-1516, Appendix A at 2. The Commission adopted the terms of the 
stipulation. 

The swn of$135,400 in addition to net book value of the paging assets 
represented the present value of an annual payment of $28,443 for 10 years. $28,443 was 
Staff's estimate of PNB's 1989 net revenue from the paging service;- IO years 
corresponded to the remaining life of the existing assets. Id. The purpose of the 
$135,400 payment in addition to the transfer of the net book value amount was to 
compensate the utility for the potential loss of revenue resulting from the paging asset 

provided in co1meetiou wiU1 those services. See discussion at Issue 4d(l) above. 11tnt ls not the case witl1 
tl!e hundreds of other sales agents operam1g ht Oregon. 
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transfer. Staff argued that the two components, net book value of the assets and 
compensation for potential revenue loss, gave a reasonable approximation of fair market 
value. Id., Appendix A at 8 (testimony of Staff witness E. Michael Myers). Mr. Myers 
characterized this mechanism for approximating fair market value as one "by which the 
sale of the utility property which is the subject ofUI 90/UP 53 is fair and reasonable and 
not contrary to the public interest." Id. at 7. 

Staff argues that the $135,400 was merely a placeholder for the minimal value of 
the paging assets and was to be revisited in the next rate case, at which time a more 
accurate value for the FCC license would be substituted for the placeholder value. Based 
on conversations-with Staff members involved in the docket that resulted in Order 
No.'90-1516 (UI 90), Staff witness Marion Anderson concluded that Staff had been 
unable-to assign a fair market value to the FCC license, because no market information 
was ayailable. Therefore, he testified, the issue was put aside to be dealt with later. 

• •• Staff asserts that its calculation of the value of the FCC license, while likely not 
correct, is flawed due to USWC's failure to provide necessary informatic:m for the 
valuation to be accurately computed. Finally, Staff argues that UT 125 is the "next rate 
case,»rather than UT 1021 as USWC asse1is. 

USWC argues that Staffs proposed adjustment would violate the terms of the· 
settlement agreement set forth above. USWC argues that according to the plain language 
of the settlement, the only issue preserved for the next rate case was the ratemaking 
treatment of the $135,400 payment. USWC submits that that amount may not be 
reevaluated and reset in this docket. USWC points out that the radio licenses transferred 
in Order No. 90-1516 were specifically listed in the application seeking Commission 
approval; the option of reevaluating the FCC license was therefore not preserved by 
silence. Moreover, USWC notes that in the first paragraph of the stipulation, Staff 
specifically recommends that the Commission adopt both parts of PNB 's application. 
111at recommendation includes the FCC licenses. 

~-,us\vc points out that with Staffs concurrence, the $135,400 was returned to 
ratepµ.yers along with approxinlately $4.9 million in Ballot Measure 5 propetiy tax 
savitigs, as a one time refund in the January 1995 billing cycle. 

Dispositio11. According to Mr. Myers' testimony in support of the stipulated 
settlement of Order No. 90-1516, Staff believed it had found a mechanism for treating the 
transfer of paging assets, whi_ch included the FCC license, in a way that was fair and 
reasonable and in the public interest. Rather than being a placeholder value, the order at 
3 and Mr. Myers' testinlony show the figure to be the calculation of an income stream 
from the paging assets with the purpose of replacing revenues lost due to the transfer. 
The record shows that the paging assets were carefully valued. Order No. 90-1516 at 3. 

We do not read either the stipulation or Mr. Myers' testimony to preserve the 
reevaluation of the $135,400 in Paragraph 4. The agreement gives a liquidated amount 
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for the liability mentioned in Paragraph 5. The only Ulldetennined issue with respect to 
the asset transfer is what ratemaking treatment the amount is to receive. Whether UT I 02 
or UT 125 is the appropriate forum for that decision is moot, since the issue was resolved 
by a one time refund in 1995. 

We conclude that Staff's proposed adjustment should not be accepted. 

Issue 4g(2): Part 64 Still Regulated 

Part 64 refers to the FCC regulations codified at 4 7 CFR Part 64, Subpart I, 
. §§64.901 through 64.904. These regulations govern the allocation of costs between 
regulated and nonregulated activities. Oregon has adopted similar cost allocation 
standards at OAR 860-027-0052 and OAR 860-035-0050. Tite allocation of joint and 
common costs between regulated and nomegulated operations under Part 64 is designed 
to prevent regulated ratepayers from supporting the costs of providing nomegulated 
services. Services purchased by the nom·egulated operations from the regulated 
operations are purchased at tariffed rates. The remaining joint and common costs are 
allocated, to the extent possible, on a directly assigned or attribution basis. Only costs 
with neither direct nor indirect measures of attribution, such as certain general office 
expenses, are allocated on a general allocator, which is based on the expenses previqusly 

• • , • r ., l • 

allocated by direct assignment or attribution. • • • • • '· • 

Cun·ently, enltanced services22 are subject to Part 64 allocation. Part 64 deals with 
five categories of enltanced services, only two of which concern us here: services that 
have never been subject to federal or state tariff regulation, such as video dial tone, and 
federally deregulated services that remain regulated by the state jurisdiction. 

The USWC services that are deregulated in the interstate jurisdiction but still 
subject to regulation in the state jurisdiction and subject to Part 64 allocation are: 

1. .Protocol Conversion: converts data transmission protocols in cases where the 
originating protocol is different from the terminating protocol. 

2 .. Customer Dialed Account Recording (CDAR): allows customers to identify 
call billing details to various customer assigned account codes for their own 
internal purposes. 

3. Voice Messaging Service (VMS): allows a customer to maintain a voice mail 
box to record, save, and retrieve phone messages. 

4. Video Dialtone Service (VDT) (currently renamed Open Video Systems 
(OVS)): provides for broadband network deployment for interactive video 
and other multimedia customer services. • 

n OAR 860-035-0020(13) defines "enhanced service" as: 
a service which employs computer processing applications that act on the format, content, code, 
protocol or similar aspects of the customer's transmitted infonnatlon; provides the customer wiU, 
additional, different, or restructured infonnalion; or involves customer interaction with stored 
infonnatlon. . .. 
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5. Planning for Enhanced Services: encompasses various planning and market 
.research activities but primarily appears to target screenphone services that 
allow the customer to take advantage of advanced network call handling and 
messaging features. 

Staff recommends that the Commission impute $3,377,85923 in total additional 
revenue for the five categories of Part 64 services, in order to render the five services 
revenue requirement neutral for purposes of this rate case. 

Staff and USWC agree that under Part 64 attributable cost accounting methods, 
these five enhanced services individually and collectively earn less than theit: costs. 
USWC and Staff also agree on the financial impact of the services .. 

Staff does not recommend a global policy of imputing revenues for all Part 64 
services. Staff recommends addressing other services on a case by case basis. The 
.enhanced services for which Staff recommends imputation in this docket are all 
underearning, and each has a unique context. Therefore, we dissmss the services one by 
one.24 

I. and 2. Protocol Conversion and CDAR. Both of tl1ese services appear to be 
moribund. Protocol Conversion was canceled in December 1995, and CDAR is neither 
tariffed nor price listed currently. Both services involve minimal revenues, Staff argues 
that it is u111'easonable to continue to support these dying services until the next rate case, 
and recommends imputation to render the services revenue requit'ement neub·al. 

3. VMS. Revenue for this service is significantly below cost. However, VMS is 
the fastest growing enhanced service. VMS regulation is addressed by the 1996 • 
Telecommunications Act and subsequent FCC action. Section 260(a)(l) of the Act 
provides that a local exchange ca1Tier "shall not subsidize its telemessagiug service 
directly or indirectly from its telephone exchange service or its exchange access 
[servi~]." In its Order No. 96-490, 1139-45, the FCC concluded that §260 extends to 
fue prevention of improper cross subsidization related to intrastate service.25 Staff argues 
that the VMS revenue imputation it proposes will help USWC comply with the Act and 
the FCC order. 

4. VDT/OVS. This service is in the planning and development stages, witl1 a 
successful bial underway in Omaha, Nebrnska. There is no Oregon revenue and no 
Oregon tariff for this service. Witl1out a revenue imputation to render this service 
revenue neub'lli for this rate case, Staff argues that other services will in effect pay the test 

23 Staff originally recommended that the Commission impute $3,472,397, then recommended reducing that 
amount by $94,538 to eliminate double counting ofnew USWC voice message promotions should we 
approve Staff's adjustment under Issue 6c. We approve Staff's 6c adjustment and use the reduced figure 
here. 
21 Staff's reconunended imputation runount per service is confidential. See Confidential Staff Exhibit 1 1. 
ts We take official notice of FCC Order No. 96-490 pursuant to OAR 860-014·0050, 
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year VDT development costs in the amount Staff proposes to impute. This suppo1t would 
continue until the next rate case. 

The 1996 Telecommunications Act addresses OVS at47 USC §651 and 653. The 
FCC has published a Notice of Proposed Rulemaking (FCC Order No. 96-21426

) 

indicating its intent to apply Part 64 cost allocation methods to protect regulated 
• telecommunications services against cost misallocations due to the provision of OVS by 
local exchange carriers. In addition to the goal of ensuring that rates are just and 
reasonable, the FCC stated: 

We also seek to ensure, as mandated under Section 254(k) of the 1996 Act, that. 
incumbent local exchange carriers do "not use services that are not competitive to 
subsidize services that are subject to competition." Order No. 96-214 at 12. 

Staff argues that the Commission should not support·theVDT/OVS venture with 
revenues from other telecommunications services and ratepayers:· Tn·the current 
environment, Staff contends, it is appropriate that this new venture stand alone. The 
simplest way to accomplish that, according to Staff, is top impute sufficient revenues to 
render VDT revenue requirement neutral for purposes of this rate case. Staff argues that 

. this action would leave the Commission positioned to respond to either federal 
preemption of VDT/OVS odo a USWC petition: to deregulate the service without having 
to consider potential ratepayer claims to profits from the service. 

5. Planning for Enhanced Services. As is the case with VDT/OVS, there is 
cmrently no Oregon revenue for this service. Staffs proposed imputation an1ount is 
considerably less than for VDT/OVS, however. Staff acknowledges uncertainty about 
the actual use of the service. If the service addresses only advanced network calling 
features, then it would be directed at a still regulated service. On the other hand, if it 
focuses ultimately on screenphones, which are a type of customer premises equipment, 
then it is preemptively deregulated by the FCC. Given the uncertainty surrounding this 
service and its absence of Oregon revenues, Staffrecommends·rendeting ·it revenue 
requirement neutral for purposes of this rate case. 

Staff argues in favor of imputing revenues from these five services in order to 
prevent cross subsidy of these competitive services by services that are not subject to 
competition; i.e., basic service. 

USWC contends that Staff is inconsistent in its position on imputation. On the 
one hand, USWC argues, Staff wants to impute Yellow Pages revenues to USWC. 
USWC views this imputation as a cross subsidy of basic service by directory revenues. 
On the other hand, USWC maintains that Staff justifies its· recommended imputation in 
this issue by saying it wishes to prevent cross subsidy of enhanced services by basic 
service. USWC also argues that it is unfair to select out a group of services subject to 

" We take official notice of FCC Order No. 96-214 pursuant to OAR 860-014-0050. 
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competition and impute their revenues without subjecting all competitive services to the 
same imputation methodology. 

USWC also objects to Staff's proposed imputation of revenues for the Part 64 
services, in part because Staff applies the imputation on the basis of a fully distributed 
cost method instead of an incremental cost method. USWC argues that it is bound to 
price its services at incremental cost and Staff's imputation methodology is therefore 
unfair.27 

We find the imputation of Yellow Pages revenues a different matter from 
imputation of revenues from these services to make them revenue requirement neutral for 
purposes of the rate ease. As we discussed in Issue 3a, Yellow Pages imputation gives 
ratepayers a benefit for the use of assets that belong to them. In our view, Yellow Pages 
imputdtion is a solution to the historical effects of divestiture and PNB's spirutlng off the 
directory publishing affiliate. 1hat makes Yellow Pages imputation unique. We do not 
consider Yellow Pages imputation a subsidy. 

The imputation at issue for the five Prut 64 Still Regulated services is designed to 
prevent subsidies flowing from basic service to services that are ·a) subject to competition 
and b) underearitlng; Staff's reconimended imputation is. fair in two ways. It protects 
customers froni paying rates that reflect costs of services that are not paying.for 
themselves, and it shields USWC from eventual claims by ratepayers to profits or 
development costs for these services. 

USWC objects to Staff's imputation methodology, wltlch applies the imputation 
on the basis of a fully distributed cost method. We find Staff's method reasonable for the 
following reasons. First, there is no Oregon total service long run incremental cost or 
other measure of incremental cost for nonexistent services, such as Planning for 
Enhanced Services, OVS, Protocol Conversion, or CDAR. Second, the FCC accounting 
rules and our own accounting rules provide that the fully distributed cost method should 
be used in accounting for these services. 47 CFR Part 64; OAR 860c027-0052; 860-035-

27 USWCialso maintains that in Dockets CP I, CP 14, and CP 15, USWC's competitors argued that the 
company should be ·prevented from having revenues granted in rate proceedings that could be used to 
support services subject to compeiition. USWC argltes that the Commission rejected the competitors' 
arguments and reiterated its obligation to provide USWC witlt an opporltmity to recover its capital and eam 
a fair rate ofretum. Order No. 96-188 at 98. USWC appears to have taken an argument out of context. 
Tite passage in question refers to the necessity of retaining a revenue reqltitement for the local exchange 
carriers as long as rate regulation is still in effect. Tite passage reads: 

AT&T, MCI, and ELI argue that the concept oh revenue requirement has 110 validity in a 
competitive environment. Revenue requirement calculation is necessary as long as LECs are 
subject to rate ofretum regulation. Although competition is emerging in telecomnmnicntions, we 
continue to have a constitutional obligation to regulate LECs in a manner that provides tltem a fair 
opportunity to recover their costs and earn a reasonable return. Duquesne Light Co, v. Barasch, 
488 US 299,310, 109 S Ct 609, 102 L Ed2d 646 (1989). 
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0050. Finally, we note that Staff and USWC have stipulated to the financial impact of 
these services. 

We conclude that Staff's imputation recommendation is reasonable in principle 
and applies the co1Tect methodology. We accept Staff's recommendation on Issue 4g(2), 

ISSUE 5: UP 96 SALE OF EXCHANGES 

Completely Settled Issues: 
• Issue Sb, Stipulation (A<fjustment 25). In docket UP 96, USWC agreed to use 

•· part of the gain on the sale as a rate base reduction. Staff and USWC agree on 
the intrastate effects, but the total Oregon amount depends on the final factors 
in Issue l 0, Final Test Year Separation Factors;-This1has,no,effect on.revenue 
requirement, See Appendix B, First Stipulation atParagraph 10. 

, Issue Sc, Effect on Property Taxes (Adjustment'26);;.,Staff-andUSWCagree 
to include the property tax savings resulting from the sale of exchanges to 
PTI. See Appendix B, First Stipulation at Paragraph, 11. 

Disputed Issue: 
, Issue Sa, Sale of Exchanges (A<fjustment 24). Staff and USWC disagree on 

plant specific, plant nonspecific, customer operation and corporate operation 
expenses, Revenues, property taxes, rate base, and other expenses were 
stipulated, See Appendix B, First Stipulation at Paragraph 9. 

In October 1995, USWC sold 23 exchanges totaling about 16,000 lines to Pacific 
Telecom, Inc. (PTI). The Commission approved the sale in Docket UP 96, Order No. 95-
526. To normalize the test year to reflect the financial effects of this sale, Staff proposes 
a controllable expense reduction of$3.030 million. This adjustment includes labor 
expense reductions of$1.991 million and associated nonlabor expense reductions of 
$1.039 million.28 

Staff's approach to normalizing the test year tookthree·factorsfoto account. First, 
in analyzing the financial impact of the sale, USWC estimated.that the UP .96 controllable 
expense reduction would be about $3.0 million. Second, Staff used information USWC 
provided during the UP 96 docket to project controllable expense savings from the PTI 
sale at $2.998 million, Finally, Staff considered that USWC's Oregon direct employee 
count in 1995 dropped by over eight times the n\llllber of employees that Staff estimated 
were saved due to the UP 96 sale. Staff's approach is set out below. 

" All other fmancial effects of the sale have been settled between Staff and USWC. The parties disagree 
on tile amounts of adjusbnents for labor 811d associated nonlabor controllable expense components ln 
Column 24, lines 9 (Plant Spe-Oific), 11 (Plant Nonspecific), 14 (Customer Operations), 811d 16 (Corporate 
Operations) of Appendix A, p.6. 
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USWC 's estimate of controllable expense reduction. In developing its 1996 
headquarters allocation factors, USWC computed savings due to the PTI sale. USWC 
estimated that UP 96 would effect a $2.5 million reduction in plant specific, plant 
nonspecific, and customer operations for ten months of 1995. USWC's estimate was 
based on average per line costs, Annualized, this estimate comes to $3.0 million, 

Estimate of savings developed during UP 96, Staff compared USWC's savings 
estimate of $3 .0 million with Staff's estimate of expense reductions in the UP 96 case and 
• found then nearly equal. Staff's estimate of $2.998 million was based on a USWC 
financial model and information provided by USWC, In UP 96, USWC witness Carl 
Inouye testified that Staff's estimate of savings was a reasonable estimate of the effect of 
the sale a year or so after the sale, Staff argues that its current estimate of UP 96 savings 
is thus consistent with the figures USWC presented to Staff during UP 96 and used in 
part torjustify the sale as being in the public interest. 

,;:;:,Employee reductions. Staff's $2.0 million labor reduction component of the 
UP 96 savings is equivalent to a reduction of 1.9 managers and 37 ;6 craft employees, 
These numbers,. Staff notes, are comparable to the information provided to Staff in 
UP 96. As part of its analysis, Staff considered the overall loss of direct Oregon USWC 
employees between December 1Q94 and December 1995 to help evaluate whether the 
estimated loss of UP 96 employees was reasonable. Staff determined that the actual 
direct employee loss in 1995 was over eight times the 40 employees attributed to the 
UP 96 sale, and concluded that the 40 employee figure was reasonable or even 
conservative. 

" 
USWC identifies its controllable expense savings from the sale of the 23 

exchanges as being $157,207 (power costs of$107,057 and maintenance costs of 
$50,000). USWC argues that its ongoing expense level has not declined, It argues that 
any further adjustment, if allowed, 29 should be limited to recognizing elimination of four 
employees, a reduction of $.226 million in labor expense. 

:,,The testimony of Mr. Inouye indicates that the labor expenses associated with the 
four etilployees v,,ere the actual expense reductions associated with the PTI transfer.30 But 
USWC witness Michael Solso, to whose testimony Mr. Inouye refers, testified on redirect 
that his purpose in the rate case was to "identify the technicians that were associated with 
the sale of the exchanges," Tr 39. He identified six technicians, two of whom were 
redeployed, 

Staff argues that not only did Mr. Solso fail to mention the acknowledged power 
and maintenance cost savings, or other savings such as plant and maintenance record 
savings, clerical and support staff savings, customer complaint savings, billing and 

" Tiiis characterization ofUSWC's position is based on Mr. Inouye's written testimony on UP 96 in this 
docket, which does not acknowledge the existence of the power and maintenance cost savings, 
,. See USWC Exhibit 55, Inouye 11 I. 
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collection savings, and fractional technical employee savings, he did not even address all 
the technicians who served the sold exchanges. Staff points out that the six technicians 
identified by Mr. Solso were located at staffed wire centers in Bm'lls, John Day, and 
Heppner, Of the remaining 20 wire centers in the exchange, 15 were served by other 
employees. Those 15 exchanges were responsible for more than half the lines sold to 
PT!. Additionally, Staff notes that technicians from Hermiston, Baker City, or Pendleton 
sometimes backfilled even the directly served exchanges because of illness or vacation. 

Staff also notes that USWC did not update its 1993 power cost information to 
1995 for the 23 sold exchanges, and did not include any power costs for the Durkee or 
·Merrill exchanges or power for outside remote facilities. 

In his prefiled testimony, Mr. Inouye compared USWC/.'equivalentemployee" 
counts in September 1995 (3,865) and December 1995 (3,891) and suggested that these 
figures indicate that Staffs direct employee reduction analysis.is .unreliable. The 3;891 
figure, Staff objects, does not include changes in the Oregon allocated headquaiters and 
centralized employee calculations due to the PTI sale. The revised factors incorporating 
the sale were not computed until January 1996. Staff points out that the March 1996 
headcount is the first quarterly equivalent employee number available after the PTI sale 
that includes the impact ofthe.sal~. That number is 3,863, or 38 fewer e1nployees than 
the Decen\.ber 1995 figure arid 196 fewer employees than the March 1996 figure. Staff 
argues that a proper comparison of equivalent employee numbers supports Staff's 
estimate of UP 96 controllable employee cost savings. 

Finally, USWC contends that Staffs UP 96 adjustment errs in using the USWC 
financial analyses that were based on "steady state operations.'' Staff acknowledges that 
other aspects ofUSWC's operatious may change, but asserts that its proposed adjustment 
fairly captures USWC' s savings on a going forward basis. Staff argues that USWC' s 
Oregon equivalent employee counts are falling. Staff also notes that USWC's employee 
efficiency per access line is improving ( down to 31.2 employees per 10,000 access lines 
in third quarter 1996, compared with 32. 7 in third quatter 1995). Hence, Staff contends, 
steady state assumptions for purposes of a UP 96·adjustmentare'fair-and'1:easonable to 
uswc. 

Disposition, Staff presents its proposed adjustment as a normalizing adjustment. 
to remove from the test year expenses that, due to tl1e sale of23 exchanges, USWC 110 

longer incurs. We find such an adjustment reasonable, and USWC does not oppose such 
at1 adjustment in theory, it appears. The conflict is about how to measure the effects of 
the UP 96 sale. USWC objects to Staffs methodology on the ground that USWC's 
expeuses for network technicians, among other categories of expense, continue to grow. 

We find that USWC's objection misses the point of Staff's adjustment. The 
growth in network technician expeuse, as an example, is necessarily unrelated to the 
UP 96 sale of exchanges. That is, exchanges that USWC no longer owns cannot possibly 
account for increased network technician expenses, USWC's objection that its overall 
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expenses are increasing in various categories does nothing to address the question of how 
to adjust the test year to account for expenses it will not occur, due to the sale of 
exchanges to PTI. 

We conclude that Staff's methodology for calculating controllable labor and 
nonlabor expense reductions due to the sale of exchanges is proper. Staff used USWC's 
own financial analyses to compute the costs savings. USWC's arguments in this docket 
attempt to minimize the costs, but we find them unpersuasive. Staff's proposed 
adjustment of reductions of controllable labor expenses of $1,991 million and nonlabor 
expenses of$1.039 million ate adopted. 

ISSUE 6: OPERATING REVENUES 

:~,: Completely Settled Issues: 
..-,, Issues 6a-b, EAS Conversion (Adjustment 27), Staff and USWC agree to 

include the annual effects of 13 new extended area service (BAS) routes, 
.effective October 7, 1995, and 18 routes that will·be·converted on October 5, 
1996. See First Stipulation, paragraphs 12-13. 

, Issue 6d, Switched Access Filing (Adjustment 30). Staff and USWC agree to 
(a)'restilte the test·year to include the final revenue requirement from the 
annual access filing that was effective February 21, 1996, and (b) add the 
effects of the 1996 Oregon Customer Access Fund filing on USWC's access 
expense. See First Stipulation, paragraph 14. 

Disputed Issue: 
, Issue 6c, Tariff. Price, and Contract Changes Made qfter Janumy 1, 1995 • • 

(Adjustment 29). Staff adjusted the test year to include the effects of the many 
tariff and price list filings USWC made after the company filed its testimony 
in December 1995, USWC disagrees about the need for n01malizing and pro 
forma adjustments. See discussion under Issue la(!) above. In addition, Staff 
annualized the effects of tariffs that USWC changed during January through 

c,.. September 1995. USWC disagrees with most of the filings Staff included in 
this adjustment. 

Issue 6c: Tal'iff, P1·ice, and Contract Changes 

Issue 6c deals with revenue and cost changes resulting from 26 USWC tariff, 
price, and contract change filings.31 Staff proposes a net increase to local revenues of 
$7.92 million and a $.029 million net decrease to long distance revenues. 

" The tariff filings, their effe-0tive dates, the annual revenues (from USWC's work papers), annual 
expenses (also from USWC work papers), IIUlllber of days to add to annualiu the test year, and annualized 
adjustment after Staff's final revisions are attached as Appendix D and incorporated herein by reference. 
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The filings introduce new and revised services, local service contracts, rate 
increases, and local service promotions. Staff argues that its adjustment recognizes ·the 
reasonably anticipated changes to revenues, expenses, and capital costs arising from the 
filings, Staff argues that the impact of the filings on USWC's operations during the time 
rates will be in effect is reasonably certain and that Staff's adjustment accurately reflects 
that impact. 

Settled Filings: Filings 7, 8, 10 (in part), 14, 22, and 24 are completely settled. 

Partially Settled Filings: Filing 2: issue of use of 1995 actual data has been 
removed. 
Filing 18: issue of double counting of revenues has been removed. 
Filings 12 and 25: issue of migration effects has been removed. . 
Filing 19: issue regarding elimination of two promotions has been resolved. 

Areas of General Disagreement: The Test Year Issue. USWC objects to most : 
of Staff's adjustments. USWC's first class of objection has to do with test year 
construction. USWC does not object to post test year adjustments in general, but notes 
that volume changes are usually not adopted because they distort the relationship among 
expenses, revenues, and investments. Several adjustments are animalizations of in year 
voliune changes· (sales promotions and new service introductions). USWC ·argues that 
Staff's revenue adjustments for filings 1, 2, 3, 5, 6, 9, 10, 11, 12, 13, 15, 17, 18, 19, 20, 
and 21 are flawed because there is no accounting for the related expenses and capital 
costs. 

Staff responds that it twice revised its testimony in express recognition of the 
original testimony's omission of some volume related filing expenses and capital costs. 
Its revisions were based on additional information and corrections offered by USWC. 
Staff argues that its amended testimony corrects for the interdependency problem raised 
by USWC. Staff maintains that its final position properly recognizes the relationship 
among revenues, operating expenses, and capital costs associated with the filings. 

Disposition. In our discussion at Issue la(l), we approved Staff's post test year 
adjustments as reasonable. We do so again here. Staff's a\ijustments serve to make the 
test year representative of the time when rates from this docket will be in effect. Staff has 
made considerable effort to revise its adjustments to reflect volume related filing 
expenses and capital costs. The record shows that after conferring with the company, 
Staff witness Mr. Ball twice revi~ed his adjustments in the company's favor.· We 
conclude that Staff's adjustments to the filings do not distort the test year as USWC 
alleges, 

Forecasted v. Actual Data. USWC's second objection has to do with the fact that 
Staff relied on forecasted information when actual results were available, although Staff 
admitted that actual results were available. USWC notes that the test year already 
contalns actual revenue for the period the price change was in effect. Therefore, USWC 
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argues, Staffs test year has a combination of actual and forecasted revenue. USWC 
contends that the Commission should not rely on a forecast when actual ·information is 
available. 

Staff responds that it properly chose to.use company supplied incremental costs 
(LRIC,or long run incremental costs) as a s1mogate for operating expenses and capital 
costs for each filing. Staff also used USWC information, provided with the filings, for its 
estimate ofrevenues. Staff points out that USWC's actual data was unverified and 
presented late in the rate case. Therefore, Staff used the incremental costs . 

. Disposition. USWC relies on a court case and a number of cases from other 
commissions for the proposition that the Commission should not use a forecast when 
actual infonnation is available.32 These cases do not resolve om· issue. The issue here is 
not whether actual data are preferable to forecasted data. That may well be the case, as a 
generfil rule. The issue is rather what it means to say data are available. IfUSWC 
prodlf6es data for Staff's consideration so late in the day that Staff has inadequate 
opportunity to verify and possibly normalize the data, they are not available for all 
practical purposes. Here,.we find that USWC produced its actual data too late for 
verificatjon. TI1e actual data on these issues were, therefore, not available to s.taff. . 

We find the use ofLRIC as a surrogate for operating expenses and capital costs 
reasonable. Staff acted correctly in using tl1e best infonnation available to it. Moreover, 
Staff's witness Mr. Ball used company provided actual historical data along with 
company provided estimates as the basis for his adjustment. 

Areas of Specific Disagreement: Costs/or Filings 2 and 3. USWC contends 
that Staff did not include costs for filings 2 and 3. Staff replies thatUSWC failed to 
include any costs in tile work papers it submitted in support of those filings. Staff 
contends that its approach is tlierefore consistent with USWC' s filings. 

·:vispos//ion. We conclude that USWC did not supply cost data with its work 
paperSf-TI1erefore, USWC may not now complain that Staff did not include costs for 
those"filings. TI1e company has not met its burden of producing cost data to show tliat its 
costs 'iii'e reasonable. 

Overlap with Issue Bj. Additionally, USWC asserts that.this adjustment overlaps 
with Staff witness Ed Morrison's Issue 8j adjustment for average growth in access lines. 
USWC charges that Staff witnesses were aware oftlie possibility of overlap and 
distortion, but failed to coordinate regarding Issues 6c and.Bj. TI1e company argues that 
tltls lack of coordination results in an unreasonable overall final result for Staffs case. 
See discussion at Issue I a(l) above, 

" State Public Service Commission v. Mississippi Power Company, 429 So2d 883 (Miss.), cert denied, 464 
U.S. 819 (1983); ln re Missouri Public Service, 152 PUR 4th 333 (1994); !11 re Jamaica Water Supply co., 
104 PUR 4th 273 (1989); and ln re Boston Edison Co., 53 PUR 4th 349 (1983). 
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Staff responds that Mr. Ball's predecessor as witness on this issue, Jon Wolf, was 
part of a group that included Mr. Morrison and which met to discuss the various Staff 
adjustments under consideration at the earliest stages of the case. 

According to Staff, after Mr. Wolf left the Commission, Mr. Ball took over his 
duties on this case. Mr. Ball considered USWC's claim of overlap with Mr. Morrison's 
adjustment and was satisfied that there was no overlap. Mr. Morrison's adjustment was 
based strictly on access line growth. Mr~ Ball's adjustment restates 1995 booked 
revenues, operating expenses, and capital costs to appropriate test year levels and then 
identifies 1996 annual revenues, operating expense, and capital costs associated with the 

· ., .. 26 tali ff filings on a prospective basis. Staff also points out that USWC does not explain 
how these adjustments overlap. 

Disposition. As Staff has explained, Mr. Morlison's and Mr.J~aWs adjustments 
address very different issues. USWC has not explained how these.issues. overlap. We are 
persuaded that they do not overlap. 

Additional Argument; Disposition. Finally, we note that USWC summarily 
argues that Staff's adjustment annualizes some in year events, such as promotions and 
new service offerings, while ignoring others. USWC concludes that.the adjustment'is 
unbalanced and should be rejected. This argument is not developed and we cannot 
detennine its reference. The argument is rejected. 

Filings with No Settled Issues: Filings 1, 3, 4, 5, 6, 9, 10 (in part), 11, 13, 15, 
16, 17, 20, 21, 23, and 26 are completely unsettled. 

Promotional Filings. Filings 1, 5, 6, 11, 12, IS, 17, 19, 20, and 21 concem 
promotional filings. USWC argues that promotions are short lived and that their effects 
should therefore not be recognized in this rate case. USWC argues that Staff adjusts the 
test year as if the demand were present throughout the year, whereas, according to • 
USWC, Staff admits that promotions do not cause a permanent change in.demand units. 
Promotions, USWC contends, have service lives of 12 to 25.4 months, . .USW:Qpoints out 
that Staff witness Lance Ball testified that promotional activicy. would be relatively shott 
lived. • 

Moreover, USWC argues that Staff has previously taken the position that 
promotions have a specific time frame, USWC refers to a Staff memo dated April 23, 
1992 to support its position that changes due to promotions are temporary and should not 
be annualized.33 

• 

According to Staff, its review shows that the promotions at issue represent an 
express company action calculated to pennanently change customer demand for service. 

" According to the memo, Appendix B to USWC's reply brief, "Promotions should be limited to 120 
days per year for each service." 
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Confidential Staff Exhibits 91 and 92 show that USWC expects certain promotion units 
to remain in service for 12 to 25.4 months. Certain promotions are designed to have a 
longer term effect, as Mr. Ball testified: 

In some revenue studies filed by U S WEST to support its tariff filings, the 
company forecasts revenues several years out. By doing so, the company is 
apparently trying to justify promotions that arc heavily discounted in the near 
term (with the consequence ofless near term revenues) with higher revenue 
streams in the longer term. Supplemental Staff/32, Ball 3-4. 

Disposition. USWC is correct that Appendix B to its brief sets a time frame of 
120 days for promotions. Thus it is accurate to say that promotions are short lived. 
Howev\lr, USWC conflates the duration of promotions themselves with the impact of 
prom&tions. The record shows that the desired impact of promotions, which USWC 
projectidn its promotional taiifffilings, is to increase demand for the promoted service 
for a.llijhger period than the period of promotion. USWC projects the effects of 
promotions mentioned in the record from one to several years. We conclude that Staff is 
correct in assuming a long term effect for promotions and that Staff's adjustment captures 
tl).e reasonable financial effects of the promotions during the period rates will be in effect. 

Filings 25, 26. USWC asserts that Staff failed to inciude the economic effects of 
migration between services that the filings cause. That is, if a filing results in a customer 
using a new service rather than an existing service, the effects of the filing for the new 
service may be overstated, 

Staffresponds tliat USWC failed to include any effects for alleged migratio1i in 
the work papers it filed in support of filing 26. Where USWC work papers identified 
cross elastic or migration effects for other services, Staff asserts that it did incorporate all 
such effects as estimated by the company. Staff points out that USWC witness Inouye 
testified that Staff incorporated migration effects for filings 12 and 25. 

·:;;J)isposition. We are persuaded by Staff's arguments on the migration effects of 
the film.gs. Where USWC failed to provide information on projected effects of migration, 
StaffJi'ioperly worked with the information available to it. Staff could not account for an 
effect USWC did not identify. Where USWC provided information on migration or cross 
elastic effects, Staff incorporated them. We conclude that Staff's treatment of migration 
or cross elastic effects for the filings was correct. 

Filing 16: Frame Relay Special Contract Issues. Frame Relay is a five year 
special contract that took effect in 1996. This filing accounts for most of the dollar 
differences between Staff and USWC. Staff alleges that the difference is due to several 
mistakes USWC made in calculating the costs, revenues, and rate base associated with 
this filing. . 
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Staff argues that USWC has front loaded all of the five yeai: contract costs dui:ing 
the test yeai:, so that the company shows a net revenue loss of$7,233,482 for this contract 
during the test year.34 Staff argues that it is improper to account for all costs in the 
beginning of a contract, as USWC has done with filing 16. The company shows 
employee related costs of $6.5 million for the first year of the contract, 35 but at the 
April 2, 1996, Public Meeting, USWC informed the Commission that it was dedicating 
only 16 fulltime network technicians to the Frame Relay project.36 Staff argues that 
USWC could not be expetiding $6.56 million for 16 employees the first year of the 
contract and concludes that the contract expenses must have been improperly front 
loaded. 

Staff also asserts that USWC incorrectly used a higher budgeted estimate of 
expense as a basis for its adjustment in USWC Exhibit·72«.•ifhat,exhibit,shows mr 
expense of $7,625,782 (the sum of columns 7 and,8 .on line.16)., Staff'.Exhibit.96,,shows . 
that figure to be the total sum requested for 1996.fortheFrame.;Rel~y.pwject,. USWC 
argues that although the figure appears in the colulllll headed "requested," and the figure 
in the colUlllll.headed "funded" is much lower, the $7.6 million represents actual 
expenditui:es. That figure includes the $6.56 million employee related costs. 

Finally, Staff contends that USWC miscalculated the amount for "average total 
plant in service" (ATPIS) on USWC Exhibit 72. The methodology to calci,tlate A TPIS is 
to calculate a monthly average for the TPIS and then average the months to determine the 
annual average, Staff argues that a comparison with confidential Staff Exhibit 96 reveals 
that this amount has not been averaged, but rather represents the entire funded amount. 
Staff contends that the average mnount should be about one half the amount USWC uses. 
The ·effect, according to Staff, is to overstate the average rate base adjustment by almost 
$4 million. 

Staff m·gues that Mr. Ball's approach avoids the errors that USWC commits. 
Mr. Ball shows a slight positive net adjustment to revenues of$159,084 for filing 16. 
Staff's conclusion, it argues, is consistent with the position it took at the.April 2; 1996, 
public meeting and is consistent with the commentsby.,the.company!s:representatiye at 
that same meeting. Rather than front loading expenses,·,asUSWO.did;-Staff·contends that 
it normalized total revenues, expenses, and capital costs over the five year life of the 

• contract. Therefore, Staff believes its estimates represent the average revenue, average 
cost, and average margin over the life of the agreement. 

Disposition. We fmd that for filing 16, USWC has not shown that its costs are 
reasonable and has not reconciled its statement at the Apdl 2, 1996, public meeting about 
the number of employees involved in the Frame Relay contract with the $6.56 million 

31 111is figure is from USWC Exhibit 72, line 16, col. IO. 
" See Confidential Staff Exhibit 96 at 8, lines 13-14. 
36 We take official notice of the minutes of the April 2, 1996, Public Meeting, pursuant to 
OAR 860-014-0050. 
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figure on confidential Staff Exhibit 96. On the record before us we cannot find that the 
$6.5 million are reasonable costs. We also find its calculation of ATPIS flawed, as Staff 
has argued, We conclude that USWC has front loaded its contract expenses into the first 
year of the contract. As Staff argues, it would be inapprnpriate to include more than 
annualized expenses for the contract in the test year, Staff's adjustment, on the other 
hand, is reasonable and should be accepted, 

Conclusion. Staff's adjustments to the 26 filings involved in Issue 60 are 
reasonable and are adopted. 

ISSUE 7: EMPLOYEE BENEFITS 

.. ,.;;Completely Settled Issues: 

• 

• 

• 

Issue 7b, AT&T Unfunded Postretirement Benefits Cost Sharing (Aqjustment 
33). Staff and USWC agree to restate expenses to include annual 
reimbursements from AT&T, which were recorded in December 1995. See 
Appendix B, First Stipulation, paragraph 15. 
Issue 7c, Disability Pension Payment Trueup (Aqjustment 34). Staff agrees 
with USWC's proposal to remove a duplicate accrual. See Appendix B, First 
Stipulation, paragraph 16. • 
Issue 7d, Pension Accounting (Aqjustment 35). Staff and USWC agree to 
leave the negative pension costs in operating expense, leave the related 
accumulated deferred taxes in the rate base, and add the pension asset to the 
rate base. See Appendix C, Second Stipulation, paragraph 4. 
Issue 7e, End of Compensated Absences Accrual (Aqjustment 36). Staff and 
USWC agree to normalize expenses to reflect an accrual that will end in 
December 1997. See Appendix C, Second Stipulation, paragraph 5. 

' 

Disputed Issues: 
Issue 7a(l), Statement of Financial Accounting Standards (SFAS) 106 
Postretirement Benefits (Adjustment 32). Staff opposes USWC' s proposal to 
add a nonrecurring December 1995 accrual for a curtailment loss associated 
with restructuring and reoommends continued amortization. The final amount 

Mi:\O . depends on whose adjustment the Commission adopts. See Issue 1 a( l ), Test 
Year. See also Appendix C, Second Stipulation, paragraph 4. 

, . Issue 7a(2), Statement of Financial Accounting Standards (SFAS) 106 
Postretirement Benefits (Aqjustment 32a). Staff and USWC agree that the rate 
base should reflect unfunded postretirement benefits but disagree about the • 
amount. The final amount depends on whose adjustment the Commission 
adopts. See Issue la(l), Test Year. 

Issue 7a(l): SFAS 106 Postretirement Benefits 

USWC and Staff have agreed on the amounts for this adjustment but not on how 
the amow1ts should be treated for ratemaking purposes. • 
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In the past, USWC, like most companies, recognized the costs of providing 
postretirement benefits when they actually made the payments. This pay as you go 
approach was considered to meet generally accepted accounting principles when health 
care costs were not considered material. As health care costs increased, the Financial 
Accounting Standards Board (F ASB) reconsidered how to account for postretirement 
benefits, benefits other than pensions (PBOPs), and other postemployment benefits, 

. FASB concluded that companies should begin to accrne retiree postemployment benefits . 
just as they accrne pensions. In December 1990, FASB issued SFAS 106, "Employers' 
Accounting for Postretirement Benefits other than Pensions." 

SFAS 106 required USWC to recognize the accumulated obligation for PBOPs 
not recorded during prior periods. SFAS I 06 permitted this obligation, called the 
Transition Benefit Obligation (TBO), to be amortized over 20 years or less. For 
regulatory monitoring reports, USWC has been amortizing the TBO over 17.3 years 
(from January 1, 1992 through March 31, 2009). For financial reporting, USWC made a 
one time writeoff ofpart of the TBO in 1992. USWC's 1995 results of operations 
include PBOPs expenses, both current period and the TBO amortization. 

USWC's reengineering program caused the termination of around 9,000 
employees who had been inchided in calculating the TBO's 17.3 year amortization. 
SFAS 106 requires USWC to recognize the remaining TBO of these employees as a one 
time curtailment loss. That is, USWC is to expense the curtailment loss when it becomes 
known. In December 1995, USWC recorded the curtailment loss for regulato1y 
accounting purposes, in compliance with SFAS 106. As a result of expensing the 
curtailment loss due to reengineering program terminations, the remaining amow1t of the 
TBO to be amortized is reduced. Staff estimates that the 1995 curtailment loss will 
reduce the recurring TBO amortization by $.586 million per year, 

Staff considered tht:ee options for the ratemaking treatment of the curtailment 
expense: 

1. Treat the curtailment loss as a recurring expense (USWC's proposal); 
2. Amortize the curtailment loss over the remaining life of the TBO (Staff's 

proposal); or 
3. Remove all the effects of the curtailment loss from the test year. 

Option 1-Tl'eaf the curtailment loss as a recul'ring expense, USWC argues that 
the curtailment expense is one of several expenses that will recur during the period Staff 
expects rates to be in effect, but not over the entire period. Others such expenses are 
compensated absences (Issue 7e), PUC fee (Issue 8n), and the Western Electric side 
record (Issue 1 c(2)(a)). For those costs, USWC argues that Staff sums the expenses that 
will occur and spreads them over the entire period when rates will be in effect. 
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For the current issue, USWC alleges that Staff proposes to disallow the entire 
amount. USWC asserts that it is unreasonable to assume, as Staff does, that 
reengineering and curtailment expenses were never incurred. USWC also asserts that it is 
arbitrruy to treat the curtailment expense differently from tl1e otl1er expenses listed above. 
USWC recommends that the curtailment expenses be spread over the period of rates, just 

. as Staff has done with the above costs. 

USWC argues that it will record curtailment expenses in 1996 and 1997. The 
company is on record with the Securities and Exchange Commission (SEC) that tl1e 
reengineering program, to which curtailment expenses are related, will continue through 
1997. USWC informed the SEC that a $210 million total cmtailmentexpense will be 
recognized. The FCC required USWC to record the $210 million as a below the line 
expense in account 7360 and to bring that amount above the line as employees leave the 
company before the end of 1997. As of the end of 1995, $140.4 million of the $210 
million had been recognized. The remaining amount will be recognized in 1996 and 
1997.'.!"Applying Staff's method to this remaining amount, USWC believes that the test· 
year adjustment should be an increase in expense of$1.7 million., • 

USWC argues that the TBO.must also be restated in Staff's adjustment. 
According to tJSWC, if Staff restates the test year as if reengineeting ·never happened, 
then the 19.94 curtailment expense also never happened. Reengin:eeting is a multi year . 
program that began before the 1995 test year. In tlli'ning back the clock to the time before 
this program, the 1994 TBO amortization should be reflected in the test year. The 1994 
TBO is $.4 million higher tllan fue 1995 TBO. This amount, USWC contends, should be 
added to tile test year if the Commission adopts Staffs recommendation. 

USWC proposes tllat for fue prnpose of determining a refund and assuming the 
Commission uses 1995 financial data, tile full amount of 1995 curtailment expenses, 
about $5.6 million, should be added to tile test year. Ofuerwise, USWC would be 
required to refund earnings it did not achieve. For the pmpose of setting going forward 
rates, the spreading over tile period for rates should be adjusted accordingly. In the 
alternative, USWC proposes to use 1996 and 1997 actual levels for fue test year expense. 

Staff points out tllat USWC has not adjusted the test year payroll costs for the 
curtailed employees. IfUSWC does plan to cut an additional 9,000 employees during 
1996-1998, the test year should be adjusted to reduce the amortization of the TBO and to 
reduce payroll costs. 

Staff argues that curtailment losses of this magnitude-involving 9,000 
emJ?loyees-are Ulllikely to recur each year dming 1996, 1997, and 1998, when rates 
from this docket will be in effect. Probably reengineering will take place through most of 
1996 and into 1997 (see Issue 9a below). The curtailment cost will not rncm in all tl1e 
months when rates from this docket will be in effect. TI1erefore, Staff argues, it would be 
inappropriate to include the curtailment loss in the test year. 
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Option 2-Amorlize the curtailment loss. Staff's recommendation is to amortize 
the curtailment loss over the remaining 13.3 years of the TBO for ratemaking purposes. 
This has no revenue requirement effect. Rates from this docket would be set to allow 
USWC to recover the curtailment loss through continued amortization. 

Staff points out that ifUSWC experiences additional curtailment losses of any 
size in the future, this option would leave the TBO amortization expense unaffected and 

· would normalize expenses. Staff argues that this treatment of the curtailment loss is 
consistent with its treatment of the compensated absences, Western Electric Side Record, 
and PUC fee issues. That is, Staff spread those expenses over the period rates from this 

, docket will likely be in effect. Here, Staff spreads the loss over the remaining life of the 
TBO. 

Option 3-Remove the curtailment loss.:.Under Option 3,theourtailme11tJoss 
would be treated as a one.time nonrecurring expense to be removed from the te.st year. 
The 1995 curtailment loss will reduce the TBO recurring amortization expense for total 
regulated Oregon operations subject to separations by $.6 million beginning in 1996. 
Option 3 would reflect this recurring expense level and reduce total Oregon operation 
expenses in the test year by $.6 million. 

Disposition. USWC proposes to include the curtailment expense related to 
termination of approximately 9,000 employees in the test year. Staff proposes to 
amortize the curtailment expense. We find USWC's proposal unfair to ratepayers and 
Option 3 unfair to USWC. We elect Statr s option of amortizing the remaining expense. 
This option recognizes the expense and allows USWC to recover it without revenue 
requirement consequences. 

Issue 7a(2): Unfunded SFAS 106 Postl'etirement Benefits 

In this adjustment, Staff proposes to reduce rate base for unfunded postretirement 
benefits. Staff notes that the Commission has,determinedto ,treat:accumulated·unfunded 
balances in postretirement benefits obligation accounts as rate base.credits .. See Order 
No. 91-186 (UE 79) and Order No. 91-1786 {UT 101). 

USWC proposed a rate base adjustment for SPAS 106---to use the average 1995 
unfunded balance. Staff adjusted USWC's rate base to reflect an average level during the 
period to be covered by the new rates from this docket. Staff calculated the average 
balance during the period rates are likely to be in effect. With expense and funding levels 
staying constant indefinitely, the unfunded total regulated Oregon operations subject to 
separations rate base reduction will continue to grow by $418,600 per year indefinitely. 

USWC responds that the issue is whether the Commission should reduce the rate 
base by a forecast of the September unfunded benefits. Titis issue relates to test year 
construction. If the Commission does not adopt Staff's forecasted adjustments that 
restate the test year to August 1997, it should also reject this adjustment. 
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Disposition. We have decided in principle to accept Staff's forecasted 
adjustments that restate the test year to August 1997. We find this proposed adjustment 
consistent with those adjustments and conclude that it should be accepted. 

ISSUE 8: EXPENSES AND TAXES 

Completely Settled Issues: 
, , Issue Bb(l}, 1996 Occupational Wage Increases (A4fustment 38). Staff 

and USWC agree to include 1996 occupational wage increases. See 
Appendix B, First Stipulation, paragraph 17. 

- . 

• 

• 

. .., ... 

• 

Issue 8b(2), Other Payroll Changes (A<(justment 38c). Staff and USWC 
agree to include 1996 payroll tax changes. See Appendix C, Second 
Stipulation, paragraph 7. 
Issues 8c-d, Changes in Accountlng-SFAS 109 and 112 (A<{justments 39-
40). Staff supports USWC's requests to adopt SFAS 109 and SFAS 112. 
SFAS 109 required changes in accounting for·income taxes by 1993. 
SFAS 112 required changes in accounting for the employer's obligation to 

• provide postemployment benefits for former or inactive employees, their 
beneficiaries, and their covered dependents by 1994. See Appendix B, 
First Stipulation, paragraphs 18-19. • 
Issue Be, Ballot Measure 5 Property Tax Savings (A<{fustment41). Staff 
and USWC agree to restate property tax expenses to reflect a full year at 
the final year's tax rates (1995/96), If the Commission orders a refund 
based on the revenue requirement established in this docket, Staff 
recommends that USWC's Measure 5 savings refund for May and June 
1996 be used to reduce the amount of the UT 125 refund. See Appendix 
B, First Stipulation, paragraph 20. 
Issue Bg, Docket UM 767 Oregon Depreciation Represcrlption 
(A<(justment 43). Order No. 96-117 approved new depreciation rates 
retroactive to January 1, 1995. Staff and USWC agree to restate the test 
year to include one year's effect of the revised depreciation rates on 
expenses and average rate base, See Appendix B, First Stipulation, 
paragraph 21. 
Issues 8h-i, Aircraft and Advertising (A<(justments 44-45). Staff and 
USWC agree that aircraft and advertising expenses in the test year are 
reasonable and should not be adjusted, See First Stipulation, paragraphs 
22-23. 

• Issue Bm, Purchase Rebates (Aqjushnent 49). Staff and USWC agree to 
restate the test year to remove the effects of prior period rebates. See 
Appendix B, First Stipulation, paragraph 24. 

Significantly Undisputed Issue: 
Issue 81, Oregon Revised Statu_te (ORS) 291.349 lncome Tax Refund 
(A<(justment 42). Staff and USWC agree to normalize the test year to 
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reflect periodic state income tax refunds received by USWC under ORS 
291.349. The final amount depends on the resolution of disputed issues. 
See Appendix C, Second Stipulation, paragraph 8. 

Disputed Issues: 
• 

• 

• 

• 

• 

• 

Issue Ba, Team Performance Awards and Officers' Incentives (Aqjustment 
37). In compliance with Commission policy, Staffremo".ed bonuses 
based 011 corporate cash flow and earnings. USWC disagrees with Staff's 
adjustment. USWC contends that Staff has the burden to prove its 
proposed disallowance is justified and reasonable. Staff believes that the 
.company has the burden to show that its costs are reasonable . 
. Issue 8b(2), Other Payroll Changes (A<{justments 38a, 38e, and 381) . 
• A<{justment 38a. Staff added 1996 management salary increases and 

1997 occupational wage and management salary increases. USWC 
agrees with the mechanics of Staff's adjustment but disagrees about 
the need for pro forina adjustments. The final amount depends on 
whose adjustment the Commission adopts as well as the resolution of 
Issue 4f, Headquarters Allocations. 

• · A<{justments 38e-38f Staff modified the wage and salary bases to 
remove the nonrecurring wages related to reengineering. USWC 
agrees with the mechanics of Staff's adjustments but dlsagrees about 
the need for the adjustments. See Issue 8a and Issue 9a, 
Reengineering. The final amounts depend on whose adjustments the 
Commission adopts and the resolution ofissue 4f, Headquarters 
Allocations. 

Issue 8j, Average Growth in Access Lines (A<{justment 46). Staff adjusted the 
test year to recognize that local revenues per access line have been relatively 
constant and that access lines are growing. Staff increased local revenues by 
3 percent to reflect the average level during the period when rates from this 
docket will be. in effect. USWC disagrees about the need for pro fo1ma 
adjustments. If the Commission includes Staff's adjustment in the test year, 
the final amount depends on the resolution of Issue 6c, Tariff, Price; and 
Contract Changes Made after January 1, 1995. 
Issue 8k, Marketing Accrual Reversal (A<{justment 47). In its preannualization 
adjustments, USWC identified a reversal entry that is part of a series of 

.. accrual entries and actual claims paid for carrier accidents and damages. 
Issue 81, Information Management Systems (A<{jusfn1ent 48). Staff normalized 
costs by incl.uding the ongoing expense savings for two recently implemented 
information management projects (SA VER and bill reformatting), USWC 
disagrees about the need for normalizing adjustments. 
Issue 8n, PUC Fee (A<{justment 49a). Staff expects the PUC fee to increase 
from .20 percent to .25 percent for assessments due on and after April 1, I 997. 
USWC disagrees about the need for proforma adjustments. USWC also 
disagrees that the change is probable. 
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Issue Sa: Incentive Plans (Bonuses) 

USWC proposes to include in the test year $4 million in bonuses that were paid to 
its management and executive employees in 1995 under three incentives programs: (1) 
Team Performance Award Plan (TP A); (2) Executive Short Term Incentive Plan (STIP), 
and (3) Executive Long Term Incentive Plan (LTIP). • 

Bonuses paid under these plans were based on the achievement of certain 
financial, business, and corporate goals. The 1995 TPA bonuses were paid for meeting or 
exceeding goals regarding (1) Earnings before Interest, Taxes, Depreciation, and 
Amortization (EIUTDA); (2) USWC Net Income; and (3) Business Unit Results & 
Strategic Measures, and Customer Service.· The 1995 STIP bonuses were paid for 
meeting or exceeding goals regarding (1) Financial Performance (new product 
development, net income, EBIDTA); (2) Reengineering Benefits; and (3) Customer 
Loyalty. The 1995 LTIP bonuses were paid for meeting or exceeding goals regarding 
(1) inciiease in the price of USWC stock; and (2) stock dividend growth. 

Staff takes the position that these bonuses should be excluded from the test year 
because the financial, business, and corporate goals on which the bonuses were based 
primarily benefited USWC's shareholders. Therefore, Staff reasons, the shareholders 
should pay for the bonuses. 

Staff notes that in the past, the Commission has not allowed a utility's revenue 
requirement to include employee bonuses that were based on the utility's financial results 
of operations. See, e.g., Pac.lf/c Northwest Bell Telephone Company, UT 43, Order 
No. 87-406 at 42, where we stated: 

Oniy expenditures necessary for furnishing utility service should be reflected in 
rates. Portland General Electric, UF 3218, Order No. 76-601 at 13; Cascade 
Natural Gas, UF 3246, Order No. 77-125 at 10. 

Staff contends that USWC's base salaries for management and executive 
employees are reasonable, but maintains that USWC has not shown that the goals on 
whicJifthe bonuses were based were justified by benefits to ratepayers. For instance, Staff 
notes that although quality of service deteriorated in 1995, the total. TP A did not decline. 

Staff concludes that the performance goals under USWC's management incentive 
plans were designed to benefit shareholders but were not in the ratepayers' interests. 
Staff argues that it is inappropriate for USWC's Oregon ratepayers to pay for bonuses for 
the utility's management and executive employees at a time when USWC's service 
quality problems in Oregon have increased significantly and when, as Staff believes, 
USWC is overearning by $100 million. Including the bonuses in the revenue requirement 
in this situation, Staff argues, would add insult to injury for ratepayers, 
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Finally Staff notes that although it recommends excluding USWC's executive and 
management bonuses from the test year in this case, in future rate cases it would consider 
including employee incentive plans with goals that would benefit both ratepayers and 
shareholders. 

USWC-ru:gues that its overall level of compensation, including bonuses, is not 
only reasonable but is below market. USWC argues that Staff is asking the Commission 
to preclude recovery of expenses that the record shows were actually incurred by the 
company, and that are reasonable. USWC also argues that excluding bonuses would • 
amount to micromanaging the company. 37 That is, the Commission would be deciding 

- .--,what form .compensation of.company management should take. 

USWC further argues that paying market wage levels,inc[qdmg.Jncentive . 
compensation is necessary for the provision of utility service. If bonuses-were 
eliminated, USWC points out, salaries would have to be raise<lan,equal--amow1tto attract 
employees. Therefore, USWC argues, Staff's proposed disallowance is arbitrruy, because 
it is based only on the mrumer in which compensation is administered. 

l)SWC maintains that Staff has never previously challenged_manager bonuses, 
and asserts thatthe facts.in UT 43, the case on which Staff relies, are distinguishable from 
those in this case. USWC contends that use of incentive pay is common in the industty 
and encourages enhanced USWC employee performance toward ratepayers. If Staff's 
proposal is adopted, USWC maintains, it will send a signal to the company that it should 
not try to provide financial incentives for employee performance. 

Finally, USWC argues that the Commission should allow recovery of bonuses to 
prevent discriniinatory treatment ofUSWC in a competitive environment. USWC notes 
that its major competitors rely on incentive pay to compensate their employees. 
According to USWC, this indicates both that the practice of offering incentive pay is 
widespread and that the Commission should allow USWC's bonuses because to do so 
would be competitively neutral. 

Disposition. The record shows that USWC's ,base salruies before bonuses ru·e 
within a reasonable range, as is USWC' s compensation including bonuses. Because its· 
compensation is reasonable compared to the lll/U'ket, USWC concludes that its expense 
for management ruid executive bonuses is reasonable. USWC conflates two separate 
issues. The level of overall compensation is reasonable compared to the market. That 

37 USWC argues that most commissions follow the principle tl1at "managers of a utility have broad 
discretion in conducting their business affairs and in incun-lug costs nw:ssary to provide services to their 
customers," including compensation decisions. Violet v. FERG, 800 F2d 280, 282 (1st Cir. 1986), USWC 
also cites two California cases that advocate leaving the allocation of compensation between salaries and 
incentives to the utility's discretion 111 re Pacific Gas and Electric Co., 1992 WL 438101 slip op at 46 
(Cal. PUC); /11 re Southern Callfomia Edison Co., 130 PUR 4tlt 97, 126 (1991) ("The Conunlssion's duty 
is to authorize reasonable expenses for employee compensation as a whole, witltout micromanaging the 
distribution of employee salaries, wages, and benefits,"). 
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does not determine whether it is reasonable to ask ratepayers to fund bonuses with the 
declared goals ofUSWC's incentive plans. 

USWC is correct in stating that Order No. 87-406 (UT 43) does not preclude 
recovery of incentive pay linked to financial performance. The disallowance in that case 
occurred because the proposed compensation was based on the pe1formance of the 
utility's parent, not the utility itself. Still, the principle that Staff quotes from that ordeds 
our policy: "Only expenditures necessruy for furnishing utility service should be reflected 
in rates." Order No. 87-406 at 42. 

We disagree that submitting USWC compensation expenditures to scrutiny is 
micromanaging; rather, it is our role as regulators to determine the reasonableness of 
USWC.'.s claimed expenses. On review of the stated goals for the incentive programs at 
issuefWe note that some of the goals on which bonuses were awarded deal with earnings, 
net income, financial perfonnance, reengineering benefits, and stock prices and dividend 
growth~ These goals benefit shareholders rather than ratepayers. 

Two of the goals deal with customer service and customer loyalty. In view of the 
problems 1JSWC has had with customer service (see discussion at Issue 9c below), we 
agree with Sl;aff that it is inappropriate to award bonuses for performru1ce in this area. 38 

We poirtt out that here our decision deals with bonuses for mru1agement and supervisory 
personnel. We do not mean-our comments to reflect negatively on front line employees, 
who have done well under a difficult set of circumstances. 

Under the circumstances of this case, we conclude that USWC has not shown that 
its incentive plruis are reasonable expenses for the provision of utility service. We note•· 
that our disallowance is not based on the manner in which compensation is administered • 
but on the prupose for which the bonuses are awarded. We also note that this conclusion 
does not prevent USWC from paying bonuses; it merely dictates that bonuses be paid 
from funds that would go to shareholders, not from funds provided by ratepayers. 
Therefore, we do not believe that the resolution of this issue places USWC at a 
competitive disadvantage, 

dtWe limit the findings on this issue to the facts before us. Ifin a future rate case 
USWC submits employee incentive plans with goals that would benefit both ratepayers 
and shareholders, we will include those expenditures in revenue requirement. 

Issue 8b(2): Other Payroll Changes 

In this adjustment, Staff proposes to add the effects of wage rate changes for 1996 
and 1997 to the 1995 test year. USWC agrees with the mechanics of Staff's adjustment 
but disagrees about the need for proforma adjustments. See discussion at Issue la(!) 

31 USWC appears to argue that Staff raises the argument of disallowance based on service quality issues·· , 
for the first time In its brief. This is iucorroot. See Revised Staff/I Lrunbeth/65. 
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above. The final amount of this adjustment depends on whose adjustment the 
Commission adopts as well as the resolution ofissue 4f, Headquarters Allocations. 

USWC implies that Staff's adjustment treats reengineering as if it had not 
happened, while including the effects of wage rate changes. Staff responds that its 
adjustment is to eliminate from wage and salary bases nonrecurring wages related to 
reengincering. It has calculated its pay increases on a wage base that excludes wages 
related to reengineering and extraordinary expense, Terminated jobs will not be replaced. 
Therefore, wage adjustments should not be computed for nonexistent employees. 

· We have determined that pro forma adjustments are appropriate to cause the test 
year to represent the period for which rates from this docket will be in effect. We are 
persuaded by Staff's argument that its adjustment,makes thectesty-eaMnore representative 
of that period than it would be without the adjustment. Therefore,we,accept,Staff.s 
adjustment for the effects of wage rate changes forl996 and .1997, 

Issue 8e(2): Ballot Measure 5 Property Tax Savings 

This issue is addressed by the First Stipulation, paragraph 20. Staff and USWC • 
agree that ifwe order a refund ill this docket, the refund shouid be reduced by the 
Measure 5 refund for May and June 1996. We adopt this reconimendation, 

Issue 8j: Average Grnwth in Access Lines 

At issue here is a proforma adjustment (see discussion of Staffs proposed 
adjustments at Issue la(l) above), As we stated previously, the purpose ofa test year is 
to represent the period in which rates will be in effect. Therefore, to avoid overearning or. 
undereaming by USWC during that period, we add to the revenue r1,1quirement recurring 
increases in revenues and expenses that are reasonably certain to occur, and exclude 
nonrecurring revenues and expenses.· Pacific Northwest Bell Telephone. Co., UT 43, 
Order No. 87-406 at 11. 

Staff proposes to adjust the test year to recognize USWC's continued access line 
growth and the associated growth in revenues. Staff has increased USWC's revenues by 

···3% per year to reflect growth in access lines. 

USWC's Position. USWC argues that Staff's adjushnent is for growth in revenue 
per access line. USWC contends that Staff has not carried the burden of showing that this 
adjustment is "known and measurable." USWC argues that Staff's sole evidence of an 
increasing trend in Oregon intrastate local revenue per line is a graph of monthly 
revenues per line for the period January 1994 to September 1995 (Staff Exhibit 36, 
Morrison 3). The graph for that short period showed a slightly increasing slope. USWC 
contends that the data arc deceptive, because Staff witness Ed Morrison selected a small 
time period, excluding later as well as earlier data that refute his hypothesis. USWC 
charges that Staff had earlier and later data on revenue per access line, which it ignored 
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and which would break Staffs upward trend in per line revenue growth. USWC's 
. position is that 1995 local revenue per line is approximately the same as it was in 1992. 
USWC concludes that per line revenues are; at best, flat. 

USWC maintains that its evidence also shows that local revenue per line would be 
declining significantly without USWC's new promotions and services. USWC also notes 
that over the next several years there will likely be downward pressure on revenue per 
line, given resale. The Telecommunications Act of 1996 and the Commission's 
certification oflocal service providers are causing great changes in the 
telecommunications industry, according to USWC, making USWC'srevenue highly 
uncertain. USWC charges that Staff considered none of these factors in developing its 
revenue forecast adjustment. 

"IDSWC also argues against Staffs claim that expense per line is declining. 
USWC-,'COntends that Staff's sole evidence of decreasing expense per line is 
Mr. Morrison's graph (Staff 36, Morrison 3). TI1is chart, USWC points out, is based on 
normalized data. If one includes depreciation, access expense paid to mdependent 
telephone companies, and property taxes, it is clear that expenses per line are not 
decreasing. USWC asserts that Staff achieves its declining expense trend by normalizing 
depreciation expense without justification, continuing access c.'lxpense reductions and 
Ballot Measure 5 property tait reductions, which have been fully reflected in the test year 
and which have ended. USWC argues that intrastate expense has, in fact, been 
increasingly slightly on a per line basis. 

USWC also argues that Staff could not describe any steps to ensure that it 
balanced expenses and revenues associated with its proposed adjustment. Staff also made 
no effort to show that the cumulative effect of its adjustments is reasonable and does not 
distort the test year. USWC asserts that it provided positive evidence that Staffs 
proposed adjustments overlap and create test year distortion. 

,Since revenue per line is flat, USWC contends, Staffs proposed adjustment 8j to 
increaifo::local revenue per line overlaps with Issue 6c. According to USWC, given 
Staff'ii'failure to prove that expense per line is declining, Staff's adjustments in Issues 81, 
9a and'l9b;'and 5a create a distorted test year by causing test year expense per line to 
decline significantly below the historic trend. 

USWC cites the overall result of Staff's proposed adjustment to underscore how 
. 1,mreasonable Staff's proposed adjustment is. According to USWC, Staff forecasts that 
b~tween 1995 and 1997, USWC's revenues will grow by $37.7 million while expenses 
will decline by $30.5 million. This results in a net revenue gain of $68.2 million, a profit 
margin of 18.4%, or a 50% improvement over 1995. According to USWC, Staff also 
projects that during tl1e same period, access lines will increase by approximately 74,000 
lines and that increase will come at a negative incremental cost. 
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Finally, USWC argues that Staff fails to include a comparable adjustment for 
forecasted changes in toll and access revenues, where revenue per line has been declining. 
For the two year period from 1993 to 1995, USWC contends, toll and access revenue 
declined by approximately $15 per line. If the Commission were to adopt forecasted 
local revenue growth, it should also adopt an offsetting adjustment for forecasted 
decreases in toll and access revenues. An expense adjustment related to access line 
growth would also be warranted, as would an adjustment for the effects of competitive 
entty. 

Staff's Position. Staff responds that USWC has mischaracterized the nature of 
• Staff's adjustment. The adjustment is for average growth in access lines, not revenue 
growth per line. Staff notes that this misunderstanding explains why USWC asserts that 
Staff's revenue adjustments in Issues 8j and 6c overlap .. .Staff's revenue.adjustment in 
Issue SJ is based on the quantity ofUSWC access lines. The adjustmentin,Issu<i,6c is 
based on revenue; that is, it reflects changes in, USWG's.tariffs,.prices,. and.contracts. •• 
Staff asserts that these adjustments do not double count revenues. Mr. Morrison testified 
that he did not make an adjustment for the growth in revenues per line, because revenues 
associated with new filings were covered by Mr. Ball in Issue 6c. 

Staff's revenue adjustment to the anuualized test year consists of approximately 
$24 million. The adjustment recognizes USWC's continue<! access line growth and the 
associated revenues. Staff proposed its adjustment because USWC's Oregon intrastate 
access lines have grown steadily in number since 1988. Staff believes that its estimate of 
continued average growth of 3% per year while rates from this docket are in effect is 
conservative. 

Staff notes that Oregon is one of the ten fastest growing states in the nation in 
terms of population. USWC provides 1.2 million access lines in Oregon. As of 
February 1996, USWC was receiving nearly 36,000 service requests monthly from 
customers wanting new or additional lines. Staff points out that that USWC also 
introduces new services and products, which .. expands.the.local telecommunications 
markets. USWC's 1996 revenues from services-such.as Caller ID,.CalLWaitm,g, and data 
networking services increased 50% or more over 1995 .. ,There:is:also·a,growing:customer 
demand for existing services, such as second residential lines. Staff cites the record to 
show that USWC experienced a growth rate of more than 30% in additional residential 
access lines for the 12 months ending in September 1996. 

In response to USWC's contention that the Telecomrnllllications Act of 1996 
jeopardizes the stability ofUSWC's local revenue per access line, Staff notes that current 
growth figures set out above belie that argument. Staff also points to the following data 
in the record: 

• In 1995, USWC experienced a 4.2% increase in access lines and a 6.8% 
increase in local service revenues over 1994. 
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• For first quarter 1996, USWC experienced a 4.8% increase in access lines 
and a 9% increase in local service revenues over the same period in 1995, 

, .. For second quarter 1996, USWC experienced a 4.9% increase in access 
lines and a 9.6% increase in local service revenues over the preceding 12 
months. 

, For third quarter 1996, USWC experienced a 5.1 %.increase in access lines 
and a 9.3%.increase in local service revenues over the preceding 12 
months. 
USWC is also generating strong growth in revenues from value added 
services such as Caller ID, Call Waiting, Voice Messaging, and data 
ne_tworking services. 

,Staff points out that its proposed 3% growth rate is substantially less than the 
increases noted above. Staff also notes that because USWC's local service revenues are 
incre~ing at a higher rate than its access lines, its local service revenues per line are also 
increasing, 

USWC has argued that, because of emerging competition, Staff's revenue 
adjustment for access line growth should be offset by reducti,ons of $8.4 million in its 
local Oregon service revenues and $2.3 million in toll revenues. Staff argues tli.at these 
forecasted revenue reductions are based on incorrect assumptions. USWC assumes that it 
will lose 9 percent market share to resale competition in 1997. That is, access.lines that 
would be sold at retail to end users will become wholesale access lines sold to resellers. 
USWC projects a confidential percent of those lines to be residential access lines. Staff ' 
argues that this assumption is dubious. Staff argues that few, if any, competitors have 
plans to market local exchange services to residential customers in the near future, 
Therefore, Staff contends, USWC' s forecasts about the impact of competition 011 its 
revenues during the period when rates will be in effect are greatly overstated. 

Staff asserts that USWC' s revenue reduction forecasts also contain other incorrect 
assump~ions. For instance, USWC used $12 as the monthly rate for its unbundled local 
loop (also called the basic network access challllel, or NAC). By Order No, 96-283, 
however, the Commission revised the monthly rate for USWC's basic NAC from $11.95 
to $ l 6P0rder No. 96-283 at l 0-11; Appendix C at 1. Staff notes that USWC also used a 
25% wholesale discount for its retail services and products, whereas.USWC has neither 
given nor offered that large a discount to any competitor in Oregon, 

Disposition. USWC' s misunderstanding of this issue has led the company to 
argue against a position that Staff has not taken. Trends in average revenue per access 
line and average expense per access line are not at issue in this adjustment. At issue is 
whether the number ofUSWC access lines is growing at a rate that justifies an 
adjustment to revenue requirement to recognize that growth. 

The record contains strong evidence that USWC access lines are growing at a rate 
well above the 3% adjustment Staff proposes. It is reasonably certain that this growth 
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rate will continue during the time rates from this docket are in effect.39 The record also 
shows that USWC revenues from local access are increasing at a rate above the access 
line growth rate. 

We are also persuaded by Staff's argument that the competition USWC foresees 
will be slow to develop. We cite UM 351, Order No. 96-283 at 6: 

As we have previously stated, the revenue loss scenarlos advanced by the [local 
exchange can'iers] incorporate numerous assumptions regarding the timing and 
rate of competitive entry, the number and type of product offerings, customer 
willingness to change carders, and changes in the overall market demand for 
telecommunlcations services. We do not think it is productive to engage in such 
speculation, especially when competitionfor,many services .. hasnot even,.begun 
in the event of a signlficant impact on revenues, a .[local exchange,canierJ.may 
seek immediate revenue relief in the fo1m· ofan interim.rnte,increase. 

Finally, we agree with Staff that USWC's projections with respect to the cost of 
the unbundled NAC and the discount rate for wholesale services and products are 
mistaken. We are also satisfied that Staff has refuted USWC's argument about double 
counting and overlap between Issue 8j and Issue 6c. 

We conclude that Staff's pro forma adjustment to recognlze USWC's continuing 
growth in access lines is reasonable to keep USWC from overearning and should be 
accepted. 

Issue 8k: Marketing Acc1·ual Reversal 

Staff reviewed accident and damage claims accrued and paid by USWC and 
recommended a $529,375 decrease in total Oregon operating expenses. Staff's 
adjustment represents the actual level of claims paid during the hlstorical period, January 
through September 1995, annualized. 

USWC maintains a rese1ve account to recognize the accident.anddamage,clalms 
that will likely be filed against the company. During the test period, USWC accrued 
$833,000 per month to the account for.a l)ine month total of $7,497,000. The company 
paid out $2,743,000 from the reserve for the same period. Staff adjusted for 
annualization, for Oregon's share, and for the disparity between the amounts being 
accrued and the actual amounts paid. 

USWC objects to Staff's adjustment and requests that the amount of claims paid 
for the last three months of 1995 be included. These months show an additional claims 

"USWC again asserts that the standard for acoopt!ng adjustments to the test year is that the changes be 
"known and measurable." As we discussed at Issue la(l) above, the correct standard for these adjustments 
is that they be reasonably certain. That standard is met here. 
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paid amount of $6,582,000. USWC argues that its analyst eITed in the first response to 
Staffs data request,- and asks that the Commission consider the entire year's data on 
accruals and cash payments. 

Staff responds that USWC previously indicated that the Januruy to September 
1995 level of paid claims is representative of the ongoing level of claims. Staff also 
contends that the data offered by USWC for claims paid for the last three months of 1995 
are highly inconsistent with confidential claims ·paid data for 1994 and 1996. Therefore, 
Staff considers USWC' s data for the last three months of 1995 unreliable or 
w1representative of claims likely to be paid in the future. 

We conclude that the additional claims paid amount of $6,582,000 is not 
representative of claims likely to be paid during the time rates ftoin this docket are in 
effect~i.we accept Staff's adjustment. 

Issue 81: Information Management Systems 

This issue concerns .two adjustments to USWC's revenue requirement to reflect 
the reduced expenses due to two recently completed information management projects: 
(1) SA VER time reporting and (2) bill reformatting. Staff proposes a decrease of • 
$1,185,365 in total Oregon operating expense to account for these savings. 

SAVER Time Reporting. This is a project that now allows certain USWC outside 
plant personnel to spend less time completing work time reporting cards. The project was 
implemented in Oregon during the fourth quarter of 1995. Staff included the savings 
achieved by this project, although it was implemented after the historical test period, 
because that was consistent with Staff's methodology ofrecognizing such events. Staff 
calculated its adjustment of $492,827 from information provided by USWC. 

USWC argues that Staff's adjustment double counts expense reductions and 
distorts the test year, First, USWC charges that Staff makes no test year adjustments for 
increased expenses, aJJd then, when Staff proposes to adjust the test year for specific 

• produdµyity improvements, it counts expense reductions again. USWC argues that Staff 
propo~s no adjustment to operating expenses due to growth. USWC contends that 1996 
maintenance expenses increased 'rather than decreasing. Maintenance expense, which 
SA VER would impact, was higher in 1996, the time period when: SA VER was in effect. 

Staff responds that USWC failed to recognize that SA VER (like bill reformatting) 
was implemented before the time rates are likely to be in effect, Therefure, it is 
appropriate to recognize this historical productivity improvement, Staff notes that it has 
allowed USWC a reasonable level of ongoing expense to make further information 
management productivity improvements. 

Disposition. WI' conclude that Staff is coITect in its response to USWC's double 
counting argument. Because SA VER was implemented before the time rates from this 
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docket became effective, it is a historical event that will reduce expense during the rate 
period. If maintenance expense is increasing, as USWC alleges, that is due to factors 
other than SAVER. Staff's adjustment is appropriate and should be adopted. 

Bill Reformaling. This adjustment concerns postage savings. USWC estimates 
that changes to its billing statement will result in postage savings of seven cents per 
residential bill. The billing project was implemented in the second quarter of 1996. Staff 
argues that the effect of this program is known and measurable. Staff contends that it 
should be recognized as an adjustment to the test year. Staff calculates the Oregon 
portion of this savings to be $692,538. 

USWC objects to this adjustment because it is based on an estimate. USWC 
proposes an adjustment of$156,420 instead, asserting that Staffs adjustment is too high. 

Staff responds that the estimate is specific to bill reformating and that it comes 
from the company. Staff points out that USWC's recommended adjustment is also an 
estimate. It is based on total company postage expense that has been allocated to Oregon 
-and is not specific to bill refonnating. USWC's analysis reflects other causes for expense 
changes, such as the weight of bill inserts. Further, the amounts included in USWC's 
analysis represent more than just savings attributable to residential bills. ·Moreover; 
USWC's analysis fails to account for the fact that the bill reformating project was· 
implemented in different states during different times, because it relies 011. total company 
amounts. 

Disposition. We conclude that Staff's adjustment should be adopted. It accounts 
for reasonably certain reductions in expense arising from USWC's bill reformating 
project. The amount underlying the adjustment comes from USWC, so the company 
should not be heard to complain of its reliability. 

Issue Sn: PUC Fee Increase 

In the adjustment, Staff proposes to add the. effects.ofaprojected 1997-increase in 
the PUC fee. Whether this adjustment is accepted·or.:not:depends,on,whether- we adopt 
Staff's forecast adjustments that restate the test year to August 1997. We do adopt Staffs 
forecast adjustments; therefore, this adjustment should be accepted. 

ISSUE 9: SERVICE QUALITY AND REENGINEERING 

Disputed Issues: 
• Issue 9a, Service Reengineerlng Costs (Adjustment 50). The recorded data 

include large service reengineering costs, Staff normalized the test year as 
if service reengineering had not occurred. USWC disagrees about the 
need for this adjustment, claiming that it is a disallowance. Staff believes 
these are nonrecurring costs that should be nonnalized to properly state 
USWC's ongoing cost structure. See Issue la(!), Test Year. 
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Issue 9b, Extraordina,y Expenses (A4fust1i1ent 51). Staff removed 
extraordinary customer service, cable and wire facilities, reported trouble 
testing, and pole maintenance expenses that will not be part ofUSWC's 
ongoing cost structure. Staff has excluded accelerated pole testing 
expenses from this adjustment. USWC disagrees about the need for 
normalizing and pro forma adjustments. See discussion at Issue I a(l) 
above. 
Issue 9c, Service Quality (Aqjustment 52). Due to continuing service 
problems, with no quick solutions in sight, Staff recommends using the 
low end of the return 011 equity range (10.2%). USWC disagrees with 
Staff's adjustment. 

Issue 9a: Service Reengineeriug Costs 

/'1Jackground USWC's reengineering program officially began in September 
1993. 'It was scheduled to end three years later but was extended and will now end in 
1997. US WEST Collllllunications Group described the reengineering plan recently as 
follows:◄0 

The Communications Group's 1993 results reflected an $880 million restructuring 
charge (pretax). The related restructuring plan (the "Restructuring Plan") is 
designed to provide faster, more responsive customer services while reducing the· 
costs of providing these services. . . . The Collllllunications Group has 
consolidated its 560 customer service centers into 26 centers in 10 cities and plans 
on reducing its work force by approximately 10,000 employees. All service 
centers are operational and supported by new systems and enhanced system 
functionality. 

The Restructuring Plan is expected to be substantially complete by the end of 
·1997, Implementation of the Restructuring Plan has been impacted by the growth 
,in the business and related service issues, new business opportunities, revisions to 
':_system delivery schedules; and productivity issues caused by the major 

.,".&earrangement of resources due to restructuring. These issues will continue to 
•• ;'affect the timing of employee separations. 

The Collllllunications Group estimates that full implementation of the J 993 
. Restructuring Plan will reduce.employee related expenses by approximately $400 

million per year. 

The consolidation involved in USWC's reengineering program included customer 
service upgrades (also termed resystematization by several witnesses); employee effects 

'° Source: US WEST Commun/cations Group, 1995 Flnancla/s, Management's Discussion and Analysis 
of Financial Condition and Results of Operations, p. 6. In this passage, the reongh1eering·p1an Is called the 
restructuring plan. 
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such as termination, relocation, hiring, and increased overtime; and real estate 
transactions. 

As the passage from the Communications Group Financials above indicates, 
USWC established an $880 million reserve account for the reengineering program 
expenses and ·charged such expenses to the reserve under the SEC' s guidance. The 
company also set up an internal governance committee to administer the actual financial 
accrual for SEC purposes. The committee was created to ensure that only reengineering 
program expenses, as defined by accounting rules, were charged to the reserve. When the 
reengineering program was implemented, USWC's employees were instructed to charge 
certain expenses to the reserve. To help track these charges, USWC made a change to the 
indicator in the responsibility code to identify the reengineering program costs. USWC 
insiructed its employees to charge nonrecurring expenses, not ongoing expenses, to the 
reserve. USWC wanted to separate business as usual costs from reengineering .program 
costs so that reengineering costs could be audited (Staff Exhibit 76). 

Staffs Proposed Aqjustment. Staff argues that for the period January through 
September 1995, USWC's costs were substantially higher than for a normal period. That 
period coincides with the peak of the reengineering implementation period, The costs in 
the reengineering period included a) nonrecurring costs to implement reengineering 
(Issue 9a) and b) extraordinru.y expenses resulting from the movement of work functions, 
the introduction of new work processes, and the work disruption caused by reengineering 
implementation activities (Issue 9b ). 

Staff proposes a$33,840,141 decrease in USWC's total Oregon operating expense 
due to USWC's service reengineering program. This amounts to a decrease of $25.6 
million in intrastate revenue requirement. The costs involved in thls adjustment are the 
costs USWC incurred to implement reengineering ( e.g., system development, employee 
related costs, and support costs). Staff asserts that reengineering is a unique change in 
USWC's business practices that entails large nonrecurring costs and equally large 
forecasted future savings. Staff argues that it is unlikely that USWC will undertake 
another reengineering plan of this type in the foreseeable future,. Theref.ore, S~ffargues 
that these are nonrecurring costs and should be removed from the test year. • 

Staff's Method. To calculate the effects of the reengineering program on the 
ongoing cost structure of the company, Staff reviewed USWC's results of operations. As 
detailed above, USWC had implemented procedures to identify and separate 
reengineering expenditures from business as usual expenditures. Staff calculated its 
service reeng.ineering cost adjustment amount by removing nonrecurring costs to 
establish an appropriate recuning cost level. To do so, Staff normalized the historical 
period to appear as ifUSWC had not undertaken its reengineering efforts. Staff removed 
the reengineering costs incurred during the historical test period. 

Staff used the information recorded by functional category under the Uniform 
System of Accounts, codified at 47 C.F.R. 32, to understand the type of expenses being 

85 

139 



ORDER NO. 

charged to the reserve and to ensure that USWC's remaining expenses represented a 
reasonable ongoing level. 

, Staff would have recommended removing any reengineering related savings 
realized during that period, However, Staff believes that USWC did not realize such 
savings during the historical period .. To deal with future savings in calculating the service 
reengineering cost adjustment, Staff recommends an offset. Staff argues that during the 
historic test period, USWC made reengineering related capital investments in anticipation 

• • of savings. To establish the cost level that would have occurred in the absence of 
reengineering, Staff exactly offset the reengineering capital costs in the test period with a 
po1tion of future savings . 

. . The portion of future savings involved in the offset is relatively minor .compared 
to antroipated savings from the program. USWC estimates that 1998 reengineering 
savings will be $400 million (!ee the Collll!lunications Group Financials, above). Staff 
figures the Oregon allocation of that amount at a conservative 8 percent or $32 million. 
Staff points out that apart from the portion allocated to offset capital costs, USWC 
shareholders will receive the remaining future savings until rates are reset. 

·staff maintains that its exclusion of reengineering expenses from the test year 
results of operations leaves USWC with a reasonable level of ongoing expense. To check 
the reasonableness of the ongoing level of expense for the company after Staff's 
reengineering adjustment, Staff reviewed the expense trend for the five accounts with the 
most significant reengineering expense during the test period. These five accow1ts 
represent over 75 percent of the 1·eengineering expense that was removed from the 
historical period. Staff then compared the account balances for these five representative 
accounts from pdor years to the same five accounts for the test year. These comparisons 
showed that USWC still had a reasonable level of ongoing expense after the 
reengineering program adjustment. 

VSWC 's Position. USWC opposes this adjustment, arguing that the reengineering 
costs are recurring and that reengineering is a generic, ongoing program. USWC also 
argues':that there is no basis in law or fact to disallow its prudently incurred expenses and 
investiiientrelated to restructuring to improve efficiency. USWC alleges that Staff has 
not proved that the expenses it recommends disallowing are nomecurring, and has not 
proved that they amount to $33 million. 

USWC asserts that uncontradicted evidence shows that test year levels of expense 
and investment for the costs at issue are representative of historic trends and are expected 
to continue, USWC argues that Staff bases its proposed disallowance on accounting 
documents, yet concedes that accounting documents cannot prove that an expense is 
nomecurring. 

USWC points out tlmt the expenses at issue consist primarily of two major items, 
employee separations and systems development and upgrade. Many of these costs were 
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incurred to improve existing systems and processes. USWC argues that it has a long 
history ofincurring expense to upgrade its systems, consolidate operations, and downsize 
work force. These same expenses were ongoing at approximately the same levels before 
the present reengineering program was announced. USWC contends that it submitted 
substantial evidence that restructuring efforts will continue to be a significant ongoing 
expense, although they will not always be called reengineering. 

USWC.also argues that its consolidation and systems development efforts are not 
completed. USWC cannot maintain service or compete in the market place without 
continuing systems development. Thus, the company argues, these expenses will recur. 
Further, historic data demonstrate that downsizing the work force does not result in • 
expense reductions, because of wage increases and new hires in other areas. In addition, 
the company argues that reduced expenses achieved.by reengineering.m:e offset by, 
inflation and changes in other areas of operations. 

Moreover, USWC contends that process improvements, systems development, 
and consolidation of business offices have improved operations to benefit Oregon • 
ratepayers. For instance, business office access has improved. 

Finally, USWCargues that Staff's testimony in other m·eas of the case contradicts 
its position on this issue. In Issue Sf, Income Tax Refund, Staff relied on historic trends 
to support its contention that an event was recurring. USWC asserts that for that issue, 
the historic trend was substantially less supportive of a recurrent event than the historic 
trend of expenses associated with restructuring. USWC accuses Staff of being result 
oriented and using historic trends when it would reduce revenue requirement but ignoring 
them when it would increase revenue requirement. 

USWC proposes headcount data-that is, data regarding the number of people it 
employs at particular time periods-rather than accounting data to indicate the 
appropriate expense levels. USWC uses this argument in three ways: 

1) USWC argues that Staff's overa!Lprojecteddecline.in.expensesis .• 
tantamount to the departure of 1,600 . .0regon employ.ees.,(when.there were 
only 3,786 Oregon equivalent employees at the end of December 1995); 

2) the levels of employee paid exits under the reengineering program are the 
s!lllle as prior to the reengineering progr!llll, showing that the 
reengineering progr!llll is recurring; and 

3) employee levels did not increase in 1994 and 1995 during the 
reengineering program period. 

Disposit/011. We conclude that USWC's service reengineering program represents 
a fundamental change in the way USWC delivers service. The program involves 
substantial consolidation and movement of employees as well as development and 
implementation of computer systems. USWC has consolidated 560 service centers into 
26 and is reducing its work force by approximately l 0,000 employees, This is a major 
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and unique program that is not likely to recur, We base our conclusion on the 
Communications Group Financials passage above, the statements of several USWC 
witnesses that the program will end in 1997, and the fact that USWCmaintained its 
accounting records to separate reengineering charges from business as usual. We also 
note that the record contains these comments from pp. 24-25 ofUSWC's booklet of 
comments to the 1995 NARUC Summer Committee Meetings in San Francisco: 

As anuotmced in September 1993, the company expects a total of9,000 jobs to be 
eliminated by 1997, , .. We anticipate that by August, 1995, about 95 percent of 
the people with jobs in the new reengineered centers will be working in them .... 
We're on.target for completion ofreengineering in 1997. All of the 26 
reengineered centers are open. 

We find USWC's attempt to downplay the importance and reliability of its 
accounting information tmpersuasive. USWC was required by federal law to accurately 
main!f!in tl!e information Staff used to isolate reengineering expenses. Staff properly 
relied on USWC's accotmting data and information from its investigation to determine 
that the reengineering costs were nonrecurring and to calculate the amotmt of the 
disallowance. 

Staffs adjustment does not ignore the reengineering program, as 'USWC charges, 
but removes the nonrecurring costs from revenue requirement. However, Staff allows 
USWC to offset the removed costs by retaining virtually all the savings the company 
estimated would aiise from the reengineering program. This is a generous approach, In 
the past (Order No. 92-1562), the Commission approved a settlement agreement that 
removed the nonrecurring implementation costs and included all savings ai'ising from that 
nonrecUl'dng event. 

USWC ai·gues that the reengineering program will not result in expense 
reductions because of wage increases and new hires in other areas, inflation, and changes 
in operations, These factors are not specific to reengineering but are costs that face any 
compai1y. Staff's adjustment does not affect cost increases not associated with the 
reeng~~ring program. We note that USWC projects $400 million of savings in 1998 
assocliited with the reengineering program (see Communications Group Financials 
passage above). 

USWC argues that Staff took a different position with regard to recuning and 
nonrecurring events in Issue Sf. We disagree. The income tax refund involved in that 
issue is an intermittent event, not a one time occurrence such as the reengineering 
progran1. 

• USWC argues that we should rely on its historical headcount _data rather than on 
its accotmting records to judge the costs involved in the reengineering program. 
Headcount data is a poor substitute for accotmting data, for the following reasons. First, 
USWC is not able to accotmt for changes in employee levels, leaving a residual of 2,051 • 
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unexplained employees in-I 995. Second, headcount analyses are difficult to make 
because of changing employee status (full titric to part time and back). Third, they arc 
suspect because USWC recently has been required to use extensive overtime and contract 
labor. USWC also relies on a data systems organization headcount that is subject to 
change from reorganizations, such as the dismantling of its technologies division. And 
fourth, headcount information does not reflect the separation of regulated and 
nonregulated expenses under Part 64. 

Staff gives ru1 exan1ple of why it considers headcount information unreliable. 
USWC claims that Staff's projected decline in expenses is tantamount to the departure of 
1600 Oregon employees. That figure is calculated using the comparison of expense per 
line shown in USWC Exhibit 64. USWC fails to consider that substru1tial operating 
expenses underlying its exhibit do not relate to _headcount. 

We conclude that the reengineering progran1 is a one time event, not an ongoing 
effort as USWC asserts. The consolidation of 560 service· centerii"intii'26 centers will 119t 
take place again. Staff's adjustment follows the Commission policy ofremoving 
nonrecurring costs from the test year to establish an approp1iate recurring cost level. 

.• We are persuaded that Staff's reliance on the reengineering accounting data that 
USWC kept pursuant to federal Jaw was reasonable. USWC's alternative headcount data 
are unpersuasive. 

Staff is correct in stating that savings from the reengineering program affect the 
recurring cost level. Staff took the conservative approach of recognizing only the future 
savings that offset the capital costs in its adjustment, Staff based its recognition on 
savings estinlates provided by USWC. We are satisfied that Staff's adjustment leaves 
USWC a reasonable ongoing level of expense during the time rates will be in effect. We 
find Staff's adjustment reasonable and adopt it. • 

Issue 9b: Extraordinary Reenginecring Related Costs 

Issue 9b addresses the extraordinary expenses incurred by employee groups that 
experienced work disruption during the implementation period. The groups include 
employees that charge the following expense accounts: customer services operations and 
customer accounting operations (customer services), cable and wire facilities, and 

. reported trouble testing. It also addresses the extraordinary expenses associated with the 
correction of pole safety violations. Staff recommends reducing USWC's total Oregon 
operating expense by $8,995,203 to account for these extraordinary expenses, because 
these costs will not recur at the san1e high level during the tinle rates set in this case will 
be in effect. That results in an intrastate Oregon revenue requirement reduction of $6.6 
million. 

Unlike the reengineering progran1 expenses (Issue 9a), USWC did not track these 
extraordinary expenses to specified accounts. Staff reviewed USWC finru1cial statements 
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to determine that reengineering implementation resulted in extraordinary expenses. Staff 
then compared USWC expenses in prior periods with those from the test period, 
USWC's financial records show higher costs dlll'ing' the reengineering implementation 
period. Staff assessed information concerning implementation issues that USWC faced . 
dUl'ing the historical period, such as-resolving computer system errors, dealing with 
· shortages of employees in megacenters that resulted in technician hold time, trying new 
procedures and then reverting to prior procedUl'es, revising procedures, and extending the 
length of the implementation period, This information provided specific examples of the 
causes of higher costs during the historical period, 

Staff stresses that the problems USWC encountered in implementing the 
reengineering program were not due to rank and file employees, Instead, USWC's front 
line employees have performed admirably in a difficult work environment. The problems 
stem in large part from decisions made at the corporate level by USWC executives, 

:;staff contends that the expenses recorded dlll'ing the historical period January 
through September 1995 were affected by activities that will not be a part of USWC's 
ongoing cost structure, particularly reengineering implementation expenses and pole 
maintenance expenses that are higher due to USWC's response to safety concerns, Staff. 
normalized those costs based on a more representative period, to reflect USWC's ongoing 
cost structUl'e, USWC's financial information supports the view that the test period 
includes nonrecurring expenses associated with reengineering implementation, In the 
latter part of I 994, reengineering implementation began to accelerate. As outside plant 
technicians were affected by reengineering implementation, cable and wire facilities 
expenses began to increase, and USWC' s service quality experienced a further decline . 

.. > 

Staff points out that reengineering caused a decline in productivity, including 
computer errors, shortages of employees in megacenters that resulted in technician hold 
time, and changes in procedures, USWC also lost expertise when approximately 1,000 
employees decided not to relocate. USWC underestimated how many people would 
choose to leave the company, USWC transferred or terminated locally based engineers. 
USWC field technicians have been required to work substantial amounts of overtime. 
USWC;has deployed substantial numbers of out of state and contract personnel who may 
be unfitlniliar with USWC's Oregon outside plant. Staff believes that the field 
technicians have performed admirably under difficult situations, However, it is normal 
that such situations, particularly prolonged periods of overtime, result in lowered 
productivity, 

The productivity issues related to reengineering directly affected customer 
services, cable and wire facilities, and reported trouble testing expense, Staff believes 
that other work functions such as plant administration and engineering were also affected 
by reengineering implementation activities, The accounts associated with the latter two 
work functions were more difficult to analyze than the others, because of the clearing of 
capitalized amounts from those accounts and the level of nonrecurring reengineering .... 
implementation expenses in the account balances. Staff therefore elected a conservative 
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approach and limited its adjustment to customer services, cable and wire facilities, and 
reported trouble testing expenses. 

Staff obtained USWC's records for the three categories of customer services, 
cable and wire facilities, and reported trouble testing expenses. Staff first selected a 
pedod (January through June 1994) as representative of ongoing expense levels. This 
was a period dw-ing which work functions were not affected by implementation of the 
reengineering program. Staff then normalized the January through June 1994 expenses 
to recognize an August 1994 wage increase and line growth between this period and the 
period of January through September 1995, Staff compared the normalized 1994 data 
with the 1995 data to determine extraordinary 1995 wage and other expense amounts and 
then calculated benefit effects based on extraordinary wages. Finally, Staff removed the 
abnormally high expenses from the test period. • 

Staff believes that the allowance for wage and line growtli increases is more than 
adequate for expected cost changes. Staff did not try to adjust the ii!lowance downward • 
for expected factors such as productivity increases and the level of fixed-expenses (those 

- that do not vary with changes in line volwne). Staff allowed for a large increase even 
-though expenses in general, depending on type and circwnstances, may be level or even 
declining. • • • ·- • 

Staff considers the nature of the expense increase to be temporary. The additional 
expenses are primarily overtime and contract labor, not permanent employees, USWC is 
trying to modify systems and relocate persollllel at the same time. It is usual for costs to 
be higher during this type of implementation pedod and then return to normal levels. 
According to Staff, the problems USWC is experiencing can be corrected, and it appears 
that USWC is taking measures to coi-rect them. The higher costs are related to decisions 
and reengineering implementation activities directed at the corporate level rather than 
being related to an increase in the nwnber ofUSWC permanent Oregon employees or the 
performance of Oregon employees. 

As with Issue 9a, Staff performed a reasonableness.checkto:determine whether its. 
adjustment for extraordinary expenses left USWC with·an appi·opdate ongoing.expense 
level. Staff determined that its adjustment allows a reasonable upward increase in the 
adjusted categories. 

Staff also asked USWC to explain the sharply increasing expenses. USWC 
argues that its increasing expense trend is due to USWC's response to service qual_ity 
problems. Staff does not credit this argwnent. Staff attributed the trend to reengineering 
implementation, which it considers the underlying cause, as opposed to a decline in 
service quality and USWC's response to it, the symptoms. Staff points out that the 
increase in service complaints the Commission received from USWC customers 
coincided with the implementation of reengineering during the latter half of 1994. 
Service quality did not improve over the cow·se of the historical period. 
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USWC gave Staff two explanations for the expense increase that, according to 
Staff, merited further consideration, First, USWC indicated that "customer services other 
expenses" was increasing due to an increase in postage costs.- Staff lowered its 
adjustment to account for the recurring nature of the postage cost increase. Second, 
USWC made an accounting change in the second half of 1994 to classify certain locating 
costs associated with construction activities as expense rather than as capital. Staff did· 
not attempt to normalize for this accounting change because of some uncertainties. That 
is, unless prior capitalized charges were reclassified from capital to expense, ratepayers 
arc incurring capital costs for prior locating as well as expenses for current locating. 
Also, due to the effect~ of reengineedng and the lack of financial data, Staff had trouble 
determining a prqper ongoing level of expense associated with this change. 

Staff argues that USWC incurred extraordinary expenses during January through 
September 1995 to address pole safety issues. In March 1994 the Commission approved 
an agreement between USWC and Staff to eliminate pole safety violations (UM 640). 
During"l995, USWC continued to correct these safety violations. USWC conducted a 
publici'safety inspection of all USWC poles in the state and accelerated the detailed 
inspection and pole strength testing to 20 percent per year rather than the normal 10 
percent per year. Staff recommends excluding the extraordinary pole maintenance costs 
associated with USWC's correction of pole safety violations. 

To calculate the adjustment associated with pole safety issues, Staff excluded 
expenses ·associated with the one time public safety inspection of all USWC poles in the 
state and reduced detailed inspection and pole strength testing expenses from the 
accelerated rate of20 percent per year to the normal rate of 10 percent per year. Staff 
also amended its adjustment to reflect the partial settlement of the pole safety violation 
issue. See Staff Exhibit 84. 

USWC asserts that Staff has presented no evidence to support its proposed 
adjustment, while USWC has produced substantial evidence to disprove Staff's claims. 
Expense levels for 1996 demonstrate that ongoing levels of maintenance expense are 

• • subsuilitially higher than test year levels. The increase is due in pait to the increased 
numbi?r~ofn.etwork technicians since the end of the test year, a 26% increase from 898 
techni'cians employed in Oregon in September 1995 to 1,134 .in August 1996. USWC 
notes that.it has added these technicians in response to Commission concerns about 
11dequate service in Oregon. USWC also uses its new network technical data as an 
argument against Staff's service quality adjustment (Issue 9c). • 

USWC also charges that Staff failed to present evidence demonstrating that 
reengineering had the dollar effect on expenses that Staff claims.· USWC points out that 
Staff's proposed adjustment is tantamount to removing 180 network technicians from the 
payroll. USWC also argues that Staff's adjustment distorts the test year. 

Staff responds that USWC has not shown that its recent employment of over 200 
network technicians justifies increasing the overall cost level in the rate case. Staff 
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argues that the Commission should not rely on headcount data; it is umeliable and subject 
to misuse (see discussion at Issue 9a above). Staff also notes that these data were 
introduced for the first time in USWC's reply testimony. The data are unverified, and 
Staff asserts that verification would be difficult and time consuming. Moreover, the 
relevant inquity is how the new hires impact overall expense levels. Staff notes that in its 
brief, USWC claims that all these technicians are employed in Oregon, but USWC 
witness Carl Inouye does not make that claim in his testimony. Thus, Staff argues, the 
record does not establish that all or any of these technicians are working in Oregon. The 
duties of these network technicians are also unclear. If they are involved in construction, 
their cost is a capital item, not an operating expense. Nor is there evidence in the record 
as to how long these employees will stay in Oregon. Staff notes that USWC has 
deployed out of state employees in the past. 

Dlsposltio11. For the reasons given above,.at Issue 9a, we reject USWC's . 
headcollllt arguments. We conclude that USWC's network.technician figures are 
unverified and therefore do not accept them to refute Staff's argument. 

We find that Staff's adjustment properly removed extraordinary nomecurring 
expenses associated with problems in implementing the reengineering program. We find 
that the adjustntent was reasonably calculated and leaves USWC an appropriate level of 
ongoing expenses. We also find Staff's adjustment with respect to pole safety violation 
corrections reasonable. We conclude that Staff's adjustment should be adopted. 

Issue 9c: Reduced Service Quality 

As we stated in Order No. 96-107, at 1: 

During the past four years, U S WEST has experienced a severe increase in 
se1vice quality problems, relating to both customer service and technical se1vice. 

The deterioration in USWC's service quality.began during .the timewhen USWC 
was operating under an AFOR approved by the Comni.ission in OrderJ\!o .. 91slS98. The 
AFOR was an incentive based plan desigued to;give USWC.pricing.flexibiUty. and an 

. opportunity to earn higher rates of return within a broad range. The Comni.ission 
: , .approved the AFOR plan "contingent upon USWC's compliance with the quality of 

service standards as of April l, 1991." Order No. 91-1598 at 22. Staff certified that 
USWC satisfied that requirement. Ibid. 

USWC represented, and we expected, 

that [this] incentive-based regulatory approach adopted in this order should 
motivate USWC to improve efficiency, modernize its infrastructure, and provide 
services which meet the challenges of the changing telecommunications • 
environment. These benefits will be achieved without sacrificing ... the quality 
of service that Oregonians have come to rely on. Indeed, the new regulatory 
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framework will benefit customers by providing rate stability for essential services, 
the potential for revenue sharing, improved service quality, and continued access 
to state-of-the-art telecommunications services. 

Order No. 91-1598 at 1, 30. 

Our expectations have not been met. Between April 1991 and October 1995, 
trouble report rates increased in 66 ofUSWC's 77 Oregon wire centers. In some 
instances, these trouble reports more than doubled. Further, trouble report rates in 49 of 
USWC's Oregon wire centers increased from October 1995 levels in 1996 (average of 
March, April, and May 1996). USWC held orders for primary lines in Oregon have risen 
from an average of66 per month in 1991 to 172 in 1995 and to 261 in July 1996. 
USWC' s primary held orders delayed more than 30 days have risen from an average of 
23 pet-month in 1994 to 35 per month in 1995 to 107 in July 1996. USWC has also 
experienced problems with other measures of service quality the Commission uses. 
These"are detailed in the Staff report attached as Appendix A to Order No. 96-107 
terminating USWC's AFOR. Finally, the number of complaints received by the PUC 
Consumer Services Division-regarding USWC's service has increased by a factor often, 
from an average of 23 per month in 1991 to 228 per month during the first six months of 
1996. . • • • • 

USWC Oregon Vice President Chuck Lenard indicated to the Commission at the 
Mamh 27, 1996, special public meeting that USWC is unlikely to be able to restore its 
service quality to the pre-AFOR levels soon. Service quality improvement will take 
considerable time. Mr. Lenard also indicated that USWC' s service quality problems were· 
due in large part to the condition ofUSWC's network infrastructure. Moreover, 
Mr. Lenard told the Commission that USWC has capacity problems in Oregon because 
the company underestimated the demand for USWC services. 

Staff believes that it is unlikely that USWC will be able to remedy its service 
quality.:problems during the time when rates from this docket will be in effect. Staff 
therefore recommends that we adopt the low end of Staff witness John Thornton's return 
on equi,ty range to reflect the reduced level ofUSWC's telecommunications service 
quality. Staff notes that ifUSWC restores its service quality to April 1991 levels, it 
would be appropriate to use the midpoint of Staffs return on equity range to determine 
USWC's revenue requirement.41 Staff argues that this condition is reasonable, because 
the highly reliable digital technology in USWC' s network today makes it easier for 
USWC to provide the level of service it provided in April 1991. 

41 Wo rooontly adopted new service quality standards for Oregon's local exchange companies (Order 
No. 96-332, runending OAR 860-023-0055). In light oftlu,se new standards, Staff rooonunends tlrnt the 
Commission use the middle of its return on equity range in detennining USWC's revenue requirement in 
tlie future, iftl1e utility's service moots or exceeds tl1e standards ht the amended rule, 
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Staff recommends that the Commission take the following actions with respect to 
Issue 9c: 

1. Use the low end of Staffs reasonable return on equity range in 
determining USWC's revenue requirement. 

2. Order USWC to restore service to April I 991 levels. 

3. Order USWC to continue providing monthly service reports specified in 
the AFOR agreement until its service has been restored to April 1991 

. levels. 

4. Adopt USWC's April 1991 service levels as the reference points for the 
levels of service that would justify using the midpoint of.Staffs r~tul'll on 
equity range in determining USWC's revenue requirement. • 

USWC opposes Staffs proposed adjustment. USWC maintains that it has.been 
investing at record levels and has added service technicians to meet the new service 
requirements. USWC also clait)ls that it has improved service levels in Oregon. To 
illustrate this claim, USWC pblnts out that 80% of calls Into customer centers have • 
consistently been answered within 20 seconds since October 1995. USWC also notes 
that access to repair centers has improved, the percentage of missed commitments has 
declined, and repair cycle times are down. 

USWC argues that Staffs reliance on the April 1991 service quality standards is 
misplaced. Those standards, USWC argues, were relevant only as benchmarks in Order 
No. 91-1598 establishing the AFOR. Therefore, USWC contends, the limited purpose for 
which the April 1991 performance levels are relevant is no longer applicable. USWC 
maintains that it has already been penalized for falling below the April 1991 service 
quality levels by termination of the AFOR, which cost it its pricing flexibility and the 
ability to earn at higher levels. USWC argues that if the. Commission.adoptsStaff s 
recommendation, it will be penalized again and wilLcontinue to-be penalized as.long as . 
rates from this docket are in effect. • 

USWC also believes that Staff has unfairly singled out USWC for the requirement 
that service be kept at April 1991 levels. USWC contends that this selective creation and 
application of the law only to USWC is akin to a bill of attainder, US Const. Art. I, § l 0, 
and violates USWC's right to equal protection of the law. 

Moreover, USWC contends that the April 1991 performance levels were the 
highest ever achieved by the company, and are therefore not a reasonable basis for 
evaluating current and future service quality. USWC argues that there is no evidence that 
the April 1991 levels produce an appropriate level of service. Staff also proposes service 
levels that must be achieved in nine categories before USWC will be allowed to earn at 
the midpoint of the return on equity range. Currently, USWC notes that there is no 
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standard as to five of the nine categories. The levels are defined only as those achieved in 
April 1991. Four of the nine measurements were not reported to-the Commission in April 
• 1991, however, so there was no basis to conclude that USWC met them then. As to those 
measurements that were recorded, USWC did not achieve them in April 1991. In almost 
all instances, the levels of service described by Staff are higher than USWC was actually 
achieving in 1991. 

USWC argues that Staff proposes to adopt in this proceeding the standards by . 
which to measure the company's performance and to apply those standards retroactively 
so as to penalize the company for failing to achieve them. USWC considers this an 
obvious example of an ex post facto action, which is prohibited by Article I, § l 0 of the 
U. S. Constitution. USWC also argues that there is no competent evidence on which to 
assess a rate ofreturn penalty. USWC argues that .there is no suggestion in the record that 
USWC failed to meet the service standards set forth in the Commission's rule, USWC 
also asserts that the Commission may not impose a penalty for service quality without a 
know1ii'service quality standard. State ex rel. Utilities Comm 'n v. Carolina Water Serv., 
Inc., 439 S.E.2d 127 (N.C. 1994). 

USWC also maintains that the Commission has no statutory authorization to 
penaiize a utility by denying it a rate ofreturn which Staff would otherwise find 
appropriate. Staff has recommended an 11.6% rate ofretum but for service quality 
considerntions. USWC cites several cases that hold that quality of service cannot 
lawfully be used as a factor to reduce a utility's rate ofreturn.◄2 

USWC contends that specific measures are already in place to address any service 
quality problems. Order No. 96-107, which terminated the AFOR, prescribed the specific 
measures that USWC must undertake to improve service quality. These measm·es include 
implementation ofUSWC's cellular telephone loaner program and an out of service 
credit. Those provisions, USWC believes, address the specific service quality issues and 
provide focused relief to affected customers. USWC has offered to make the existing 
progmt11 permanent until the next rate case. USWC argues that penalties should directly 
benefitfthose who have been inconvenienced, as USWC's current plan does. USWC also 
arguesithat Staff's proposed penalty would deprive the company of the financial 
resources it needs to achieve further service quality improvements. 

Finally, USWC argues that Staff has shown no relationship between the amount 
of the recommended penalty and the nature of service quality concerns. USWC cites 
South Central Bell Telephone Company v. Utility Regulat01y Commission, 637 S. W,2d 
649, 653 (Ky, 1~82) for the proposition that it is arbitrnry and subjective to impose a 
penalty grossly disproportionate to documented service deficiencies. Here, USWC 
contends that Staff has identified technical noncompliance only in three small exchanges. 

" South Central Bell Telephone Co. v. Utility Regulatory Co111111iss/on, 637 S.W. 2d 649,654 (Ky, 1982); 
Florida Telephone Corp. v, Carter, Fla., 70 So.2d 508, 510 (Fla. 1954); !11 re General Telephone Co., 652 
P2d 1200 (N,M. 1982). 
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USWC also contends that customer calling volumes do not correlate with service quality, 
USWC argues that the proposed adjustment is based on complaints by only l % of its 
customers. USWC recommends that we reject Staff's proposed service quality penalties. 

Disposition. ORS 759.035 provides: 

Eve1y telecommunications utility is required to furnish adequate and safe service, 
. equipment and facilities, and the charges made by any public utility for any 
service rendered or to be rendered in connection therewith shall be reasonable and 
just, and eve1y unjust or unreasonable charge for such service is prohibited. 

ORS 756.040 empowers the Commission in part as follows: 

(1) ... [T]he commission shall represent.the cusiomers of any. publicuti\lty or 
telecommunications utility and the public. generally .in all controversies respecting 
the rates, valuations, service and all matters of which the commission has 
jurisdiction. In respect thereof the commission shall make use.of the jurisdiction 
and powers of the office to protect such customers, and the public generally, from 
unjust and unreasonable exactions and practices and to obtain for them adequate 
service at fair and reasohable rates. • • 

(2) The commission is vested with power and jurisdiction to supervise and 
regulate every public utility and telecomm1,lllications utility in this state, and to do 
all things necessary and convenient in the exercise of such power and jurisdiction. 

As these provisions make clear, we have authority to set service levels and 
establish reasonable rates for that service. We also have authority to set rates to reflect 
the level of service a utility provides. As the Oregon Court of Appeals held in Garrison 
v. Pacific Northwest Bell, 45 Or App 523, 531 (1980), "[r ]ates, service levels, and the 
remedy for ... service failures are inseparable." See also West Coast Tel. Co., 27.PUR 
3d 489,497 (OPUC 1958) (OPUC held that a telephone company's.inadequate.service 
justified a rate of retum "in the lower range of.the zone of reasonableness''.), • 

USWC claims that its service substantially meets the standards in OAR 860-023-
0055 (1995). Therefore, USWC argues, 110 rate of return adjustment should be made 
based 011 service considerations. We disagree. Our service quality rule was based largely 
on technical standards. Customer service problems are at the heart ofUSWC's current 
service quality problems. We amended the rule by Order No. 96-332, because some of 
the technical standards in it were ou~ated and because it did not contain important 
customer service standards, 

Our service quality rule is not our only redress for poor utility service, however. 
As the statutory provisions above and the Garrison case make clear, the reasonableness 
of rates depends in part on the quality of service that the utility provides. • We find that 
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USWC' s revenue requirement should reflect the lower level of service the utility is 
cun·ently providing. 

USWC argues that it is inappropriate to hold the company to the Aplil 1991 
standard for service. USWC m·gues that the only relevance of the service quality as of 
that date is to measure service quality in terms of the AFOR. Again, we disagree. We 
approved the AFOR plan because we expected it to result in long range benefits to 
·ratepayers: improved efficiency, modernized inftastructure,.and the provision of services 
that meet the challenges of the changing telecommunications environment. We expected 
those benefits to accme without sacrificing service quality. Order-No. 91-1598 at 1, 30. 
As a condition for.grm1ting the AFOR, we asked USWC to maintain the quality of service 
it was providing in April 1991. 

• ·'?Instead, Oregon ratepayers are now worse offthmi they were in 1991, and 
perceive themselves to be worse off than they were in 1994. That is an unreasonable 
outcome. Technology has improved in the memitime. We consider it a reasonable 
condition to ask USWC to bring service quality to the level ofApl'il 1991 in order to use 
the midpoint of Staff's return on equity range in determining USWC's revenue 
requirement. • 

USWC claims that there have been material iinprovements in its service quality. 
USWC cites iniproved access to customer and repair centers, fewer missed commitments, 
and shorter repair cycle times. We commend USWC for these·improvements, but note 
that other indicators of service quality are dismaying. We quote from Order No. 96-339 
at 1-2: 

Order No. 96-107 tenninated USWC' s alternative form of regulation (AFOR) 
plan, mid the order also adopted a stipulation that addresses USWC's service 
quality problems regarding held orders for primary· and additional access lines, 
and delays in restoring access line service to customers. 

"'There has been no substantial improvement in USWC's service quality in these 
regards since the date Order No .. 96-107 was entered (April 24, 1996), based upon 
customer complaint information received by the Commission. Complaints from 
USWGcustomers continue to come to the Commission's Consumer Services 
Division at an alarming rate. Commission records ·show that USWC customers 
are as dissatisfied with the company's service now as they were in April 1996; • 
that the customers are less happy with USWC service now than they were during 
calendar year 1994, and that USWC service is perceived to be significantly worse 
than that provided by other utilities regulated by tile Commission. 

USWC has entirely too mm1y held orders. In April 1996, the company had 283 
primary held orders. In October, tile primary held order figure rose to 366. 
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For the second and third quatiers of 1996, USWC was clearing approximately 80 
percent of its out of service reports within 48 hours. In recent weeks, the figure 
has been 50 to 70 percent. Historically, the percentage ofreports cleared has 
dropped when Oregon's rainy season begins because of wet cables cracking, 
which may explain the most recent drop. Commission Staff believes that the 
service restoral sta11dard should be that at least 95 percent of all reports are to be 
cleat·ed within 48 hours. Because of the cable problem described above, USWC is 
unlikely to be close to compliatlce with that standard for at least several months. 

USWC mentions that it is unnecessaty for the Commission to "penalize" it by 
choosing a return on equity at the low end of the range, because the Commission has 
service quality remedies in place. See Order No. 96-339. We respond that the measures· 
in that order are remedial. USWC has had 8111ple notice.that we expect its service quality 
to improve, not merely that we require it to provide redress for the symptoms associated 
with its poor service. • • • • 

USWC cites several cases holding that a commission may not impose a penalty 
for poor service in a rate case. See Footnote 45 above. In South Central Bell, the 
Kentucky Commission was enjoined from reducing the utility's rate of return because of 
alleged poor service. The Kentucky Supreme Court found that a reduction in what was 

• originally detemiined to be fill adequate rate constituted a penalty beyond the scope of the 
Commission's authority. This holding is similar to the holding in the Florida case and 
the General Telephone case. 

The present case is distinguishable on three grounds. First, the cases cited are 
state court cases, In our state, the Oregon Court of Appeals has reached a different 
conclusion about the relationship between rates 8lld service, as the language from 
Garrison quoted at the beginning of this section shows.◄' Second, in the present case 
Staff has recommended a point within a reasonable fatlge ofretum on equity, Any rate 
within the fatlge is adequate to allow USWC to earn a reasonable return on equity. 
Therefore, USWC's arguments that the low end of the range.will not permit it sufficient 
funds to improve its network are groundless. 

Third, the choice of the low end of the reasonable rfillge is not a penalty. It is not 
punishment for failure to meet service expectations in the past. As USWC noted, early 
termination of the AFOR was the consequence ofUSWC's failure to meet the April 1991 
service quality standards. Tiiat issue is resolved. Ratemaking, however, is prospective in 
nature. See, e.g., Order No. 87-407 at 11-12. Staff's proposed adjustment is also 
prospective. Staff determined that "USWC is unlikely to restore its service quality to 
pre-AFOR levels during the period in which rates resulting from this proceeding will be 
in effect." Staff/7, Birko/1, 3, 6-7,; Staff/8, Birko/4-5; Staff/42 atld 43; Mr. Lenard's 

" USWC argues that tltis case is not on point because !lie court found tltat tile utility had not violated the 
"adequate service" statute. '01e point is, however, tllat tile court, in making its detennination, articulated 
tlie principle tltat rates and service are interrelated. 
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comments at the March 27, 1996, PUC special public meeting ( officially noticed Tr 15-
16.) Our reduction·in the return on equity is based on our understanding that USWC's 
service during the period when rates will be in effect will be less satisfactory than it was 
six years ago. 

USWC argues that we cannot choose the low point in the range of reasonable 
return on equity-because there is no known standard below which USWC's service 

. quality has fallen. Carolina Water Serv., Inc., supra: Throughout the term of the AFOR, 
we held up USWC's own April 1991 service quality achievement as the standard which it 
must meet. In Order No. 96-107 terminating the AFOR, we again stressed to USWC the 
importance of improving its quality of service. That order specifically directed the 
company to continue to file the monthly technical service quality reports that it had filed 
under the AFOR. ·That order originally foresaw continuing the reports until OAR 860-
023-0055 was amended, but the Commission subsequently extended the petiod of time 
during which USWC must file the reports required indefinitely (see Order No. 96-338 at 
4, Or~iiring Paragraph 4). 

We believe this is a reasonable and known standard to continue to apply. It is 
reasonable because USWC had already met that standard before the AFOR was . 
implemented.44 It is known becaus·e we have repeatedly held it up as the standard of 
service USWC must meet, both during and since the AFOR. USWC's ex post facto 
argument therefore fails. 

As to USWC's equal protection argument, the company has not shown that other, 
similarly situated companies have received different treatment. USWC argues that it is 
subject to a standard that is not applied to other telecommunications utilities, the April 
1991 standards. The history that led to approval ofUSWC's AFOR, development of the· 
service quality standards under the AFOR, termination of the AFOR, and continued 
imposition of the AFOR service quality standards is unique. As we state below, in future 
rate cases, USWC will be held to the same set of standards that govern service for all 
telecommunications utilities, those set forth in OAR 860-023-0055. For purposes of this 
rate case, we look to the April 1991 standards to assess USWC's performance because of 
the ~OR and USWC' s agreement to that set of standards under the AFOR. 

USWC contends that Staff's proposed adjustment is grossly disproportionate to 
the consequences, because it is based on complaints by I% of the company's customers. 
USWC's argument misses the point. First, we have no way of knowing how many 
customers who receive inadequate service fail to complain of it. Second, and more 
importantly, the complaints indicate problems with USWC's telecommunications system 
and delivery of service that may adversely affect the system as a whole and Oregon's 
infrastructure, .Cost cutting, employee reductions, and USWC's reengineering program 

« USWC argues that it did not actually meet the April 1991 service quality standards. Slaff certified that it 
did meet those s!andards. See Order No. 91-1598. USWC's assertion that the certification was false is a 
collateral attack on that order and is Inappropriate in this forum. 
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have reduced USWC's ability to maintain 1991 service levels at a time when the utility is 
expetiencing rapid growth in the demand for its telecommunications services. USWC' s 
ratepayers, present and potential, can expect to be adversely affected by delays in 
providing access lines or service repairs. 

We conclude that Staff's proposed adjustment in the return on equity to 10.2% is 
reasonable. The adjustment reflects USWC' s reduced quality of service, which is not 
likely to be remedied while rates from this docket are in effect. Staff also asks us to order 
USWC to restore service to April 1991 levels and order USWC to continue providing 
monthly service reports specified in the AFOR agreement until its service has been 
restored to April 1991 levels. Under Order No. 96-339, USWC is already required to 
provide those service reports for an indefinite period. It would be redundant to include 
such a mandate in this order. 

Further, Staff requests that we adopt USWC's Aptil 1991 servicelevels as the. 
reference point for the level of service that would justify usini{the iiilclpoint <if Staff's 
return on equity range to determine USWC's revenue requirement. We decline to do so: 
The 1991 service levels are an appropriate ineasure in this rate case for USWC's failure 
to provide adequate service. In future rate cases, however, we will judge USWC's . 
service quality by amended OAR 860-023-0055 (see Order No. 96-332):' _If USWP meets 
the standards in. the new rule, we will find it appropriate to choose ihe·rtildpoint' of a • 
reasonable range for USWC's return on equity. 

ISSUE 10: FINAL TEST YEAR SEPARATION FACTORS 

Signlfzca11tly U11disp11ted Issue: 
• Aqjuslment 53. Staff and USWC agree that the intrastate separation factors 

used to initially separate the test year should be modified to include the effects 
of the sale of exchanges to PTI and the BAS conversions. The final factors 
depend on the resolution of all disputed expense adjustments . . See Appendix 
B, First Stipulation, paragraph 25. 

ISSUE 11: REFUND PROCEDURES - PROCESS 

Disputed Issue: 
Staff believes that USWC should make one time, lump sum credits on customers' 
bills. USWC should not make refunds for toll usage, but the company should 
make refunds to access service customers .. USWC wants to phase the refund into 
rates and make rto refund to access service customers, • • 

Staff and USWC have not agreed on the refund procedw·es or on how to calculate 
the refund. If the Commission orders a refund based on the revenue requirement 
established in this docket, Staff recommends that USWC' s Measure 5 savings for 
May and June 1996 be used to reduce the amount of the UT 125 refund. These 
savings were included in the refund USWC made to customers in Januruy 1996. 
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ISSUE 11: REFUND PROCEDURES - BASIS OF REFUND 

Appendix B to this order gives a detailed breakdown of Staff's calculation of the 
refund amount (page l); the estimates, forecasts, and imputations that Staff would include 
but USWC would exclude (page 2); the acljustments to include in the refund calculation 
where the amounts depend on whose adjustments are adopted (page 2); other adjustments 
(page 3); and th(}calculation of interest on the refund (page 4). • 

Completely Settled Issue: 
Staff andJJSWC agree that the refund should be reduced by the Measure 5 refund 
thatrelatoo to May and June 1996. ($.9 million, Issue Se, Ballot Measure 5 

., Property Taxes) 

... Dispute<IAdjustme11ts (which Staff would include but USWC would exclude): 
• __ , - Staff and USWC disagree about the basis of the refund. Staff believ(}S the refund 

should follow Commission Order No. 96-183. Therefore, it.should be basoo on 
the total revenue requirement establishoo in this docket/5 except for the Ballot 
Measure 5 refunds for May and June 1996. 

USWC argues that the refund should follow Order No. 91-1598 and be basoo on 
actual eamings, USWC agrees that some adjustments should be made to the test 
year before calculating the refund but three types of adjustments should generally 
be excludoo: estimates and forecasts, imputations, and disallowances of recorded 
data. 

Estimates and Forecasts. Many adjustments in this proceeding are based on 
estimated revenues and expenses that Staff expects USWC to achieve during the 
period when rates are in effect. USWC claims that estimates and forecasts should 
be ignoroo in a refund calculation. However, the stipulatoo test year includes 

, three months of estimates, which the company would include in calculating a 
'\,refund. USWC would also include the estimatoo effects of pending sales of 

:~ ·,;,exchanges on allocation factors (Issue 4£) and the estimatoo effects of docket 
·~·'" UM 351. According to USWC, the adjustments shown at Appendix E, page 2, 

should be ignoroo in the refund calculation, because they are estimates and 
forecasts. 

Imputations. According to USWC, these adjustments, shown at Appendix B, 
page 2, remove or add imputoo amounts and, therefore, should be ignored in the 
refund calculation. However, the company does not exclude US WEST Direct 

" In Order No. 96-183 at 4, the Commission concluded that "the amount subject to refund by USWC is 
equal to the difference between the pennanent rate level established ht pending docket UT 125 and Ute 
current interim level, assuming that the latter amount ofrevenues is greater tlrnn Ute fonner." 
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directory revenues (Issue 3a) from the refund calculation. The company agreed to 
the imputation of Yellow Pages revenue in Order No. 91-1598, UT 80; 

D/sa/lowances of Recorded Data. According to USWC, these adjustments, 
shown at Appendix E, page 2, would impose retroactive ratemaking if they are 
included in calculating the refund. USWC does not exclude the floor space 
adjustment (included in Issue 4a) from the calculation. 

Total Adjustments to Include in tlte Refund Calc11latio11 (where the amounts 
depend on whose aqjustments are adopted): USWC seems to agree with Staff 
that the refund calculation should include the adjustments shown at Appendix E, 
page 2.'6 However, the amounts depend on whose adjustments are adopted in 
Issues 1 through 10 and 14. 

If we order a refund in this proceeding, Staff recommends that we implement it as 
follows: 

1. The refund should be made within 60 days after the Commission 
issues an order directing USWC to make a refund, 

2. The refund should be made as a one time, 1i:imp s~ credit on 
customers' bills. 

3. The refund should be made to customers ofUSWC as of the 
refund date. 

4. There should be no refund for toll service. 

5. Interexchange carriers (IXCs) who are access service customers of 
USWC should receive refunds based on the amounts each paid the 
utility over the twelve months immediately preceding the refund 
date. In the aggregate, the portion of the total refund that should 
be distributed to IXCs should be calculated using the ratio of 
USWC's Oregoi1 intrastate access revenues to total intrastate 
revenues subject to refund, as determined in this proceeding. 

6. Tiie rest of the refund should be distributed to looal service 
customers, on a per line basis, in the following ratios: 

"' USWC does not discuss the refund considerations of these adjushnents. 
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Group 
• Residential 

Bus. Simple 

Bus. Complex 

Centrex 
Private Line 

CmrentRate 
$12.80 
$30.87 

$34.77 

varies 
$9.80 (basic) 

Ratio** 
1.00 
2.40 

2.70 

1.00 
0.75 
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· All residential service lines 
Business simple lines and 
business measured lines 
Other business, switched 
service lines, including 
complex, DID trunks, ISDN, 
PAL, semipublic 
All Centrex type lines 
Refund per NAC 

. **Each ratio is approximately equal to the ratio of the current rate for the service 
• '"'::to the rate for the residential group. 

USWC generally agrees with Staff's recommendations. :However, USWC argues 
that no refunds should go to the IXCs because they have already receiveci permanent rate 
reductions over the past four years. 

Staff disagrees withUSWC's position on refunds to IXCs. Staff recommends that 
any refund be divided among groups of customers approximately in proportion to the total 
revenue USWC receives from each group. The IXCs' proportionate share would reflect 
the rates they p~d over the 12 months preceding the refund. Further, despite periodic rate· 
adjustments for access service, the IXCs may still be paying higher rates than what the 
Commission ultimately detennines is reasonable. 

USWC contends that Order No. 91-1598 requires the consideration of"actual 
earnings" in determining refunds. The order discusses the refund procedures to be 
followed or the rates to be charged by USWC in the event the AFOR is terminated 
prematurely.47 The Commission prematurely terminated USWC's AFOR by Order No. 
96-107 .. •,rrhat order provided that "US WEST'S rates for services [from May 1, 1996] 
shall ·be considered interim mtes subject to refund with interest," • Id. at 3 . 

... ;.;o.USWC filed a Petition for Clarification and Request for Ruling on May 31, 1996, 
• asking the Commission to clarify that any refund would be calculated using USWC's 
· actual earnings during the interhn rate period. On July 1"6, 1996, the Commission issued 
Order No. 96-183, which concluded that the amount subject to refund would be "equal to 
the difference between the permanent rate level established in pending docket UT 125, and 

" n,e order provides, at 28-29: 
Subparagraph (3) specifies tliat tl1e rates in effect from tl1e date the plan is terminated until tl1e 
date new pennanent rates are set shall be interhn rates subject to refund. A refund will take place 
only where USWC is determined to have been overeaming. The amount of any refund will equal 
the difference between the amount USWC is actually earning and the amount subsequently found 
to be reasonable. Any refunds wlll accrue interest at USWC's autlwrized rate of return on rate 
base. 
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the current interim level, assuming that the latter amount of revenues is greater than the 
former." Id. at 4. The Commission stated that the refund procedure would be similar to 
that used in ORS 757.215(4) and 759.185(4). Id. On September 16, 1996, USWC filed a 
Petition for Reconsideration, which was denied in Order No. 96-286, USWC has filed a 
judicial appeal of this order and of Order No. 96-183. USWC argues that the 
Commission erred in its application of Order No. 91-1598 by determining that the refund 
would not be based on what USWC is actually earning. 

USWC also argues that because Staff has used forecasts in its proposed 
adjustments, the adjustments bring future revenues into the current time period as if they 
were being eamed now. USWC argues that the forecasted adjustments distort the refund 
amount because a refund will be based on a forecast, as opposed to actual earnings as 
specifically contemplated in Order No. 91-1598; and because some or all of the earnings 
are not forecasted to occur until after the period that rates are interim, they are not subject 
to refund. 

Ae:cording to USWC, using forecasted adjustments means that the Commission 
has no way of knowing if earnings are ever actually achieved. The presumption of Staff's 
forecast adjustment is that USWC would pay ratepayers the refund now for future revenue 
growth or expense reduction, and· over the period of rates would "earn" the refund back. 
USWC argues that this is inaccurate: Under Staff's approach, the refund would be paid on 
earnings projected to occur after rates are no longer interim and subject to refund. The 
Commission has no assurance that Staff's forecasts will come about. Additionally, USWC 
argues, ratepayers would receive interest on the refund of earnings that USWC would be 
presumed to achieve. This interest would never be earned back. USWC argues that this is 
unreasonable. 

USWC also argues that imputed amounts are amounts not actually earned and that 
they should also be excluded from the refund calculation. Moreover, USWC contends that 
including disallowed recorded data in the refund calculation constitutes retroactive 
ratemaking. • 

USWC proposes that the Commission should handle any refund amounts that may 
be due to customers in the form of phasing in rates. If the Commission adopts its 
proposal, USWC argues that interest should cease to accrue as of the date of the 
Commission's order in this phase of the docket. 

Dispositio11, USWC argues against our reading of Order No. 91-1598. We have 
already addressed USWC's arguments in the orders mentioned above. The.matter of 
actual earnings versus the rate level established in UT 125 has been settled, and we decline 
to address the issue again here. We will set the refund based on the rate level we here 
establish. That is, the amount subject to refund shall be equal to the difference between 
the permanent rate level we establish in this order and the current interim rate level. 
Order No. 96-183 at 3-4. Each of the adjustments to which USWC objects is an input to 
that rate level. We have reviewed each of those inputs carefully, and discussed them in the 
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sections of this order pertaining to them, We have found each one we adopt to be 
appropriate and reasonable, 

We reviewed each estimate and forecast that we adopted to ensure that it was 
·reasonably certain to occ\ll', Our reasons for adopting adjustments of this sort to _the test 
year are discussed under Issue 1 a(l) above. In brief, these reasonably certain adjustments 
serve to make the test year representative of the period during which rates from this docket 
are likely to be in effect. Moreover, we note that USWC has proposed forecasted 
adjustments of its own: the proposed depreciation expense adjustment and the adjustment 
for the future adverse effects of the orders in Commission docket UM 351. 

In Issue 7e, Staff Adjustment 36, Staff removed pa.tt of an accrual that will end 
soon after rates in this proceeding go into effect. Staff considers this a normalizing 
adjustment, but USWC argues that it is an imputation. We consider this a normalizing 
adjustment designed to make the test year representative of the period when rates from this 
dock~t;will likely be in effect. USWC also argues against the imputation involving 
Part 64 Still Regulated services (Issue 4g(2)). We consider it fair to order a refund of 
imputed revenues in this case for the same reason we consider the imputation fair. The 
imputation makes these services revenue requirement neutral and prevents subsidies 
flowingfrom regulated services to those that are subject to competition and undereaming, 

USWC contends that including disallowances of actual expenses in the refund 
amount constitutes retroactive ratemaking. USWC's argument is not well taken, As the 
Oregon Court of Appeals recently stated; 

Retroactive ratemaking occ\ll's when past profits or losses are incorporated in 
setting future rates, Pacific Northwest Bell Telephone Co. v, Katz, 116 Or App 
302,311 (1992), 

In other words, retroactive ratemaking is a way of truing up faulty projections as 
to earajngs or expenses. That is not the case here. We are dealing here with interim rates 
subjC<it:to refund. We have determined that USWC's revenues should be reduced by 
approl{llllately $97 million, on average, throughout the period when rates from this 
dockif\vill be in effect. Until the rate design order in the case is entered, the refund 
mechanism will address the necessary revenue requirement reduction. Once the mte 
design order takes effect, rates will reflect that reduction. In both cases,· we are making 
prospective reductions, We are not going back in time to capture past overeamings. 
USWC objects to including disallowances in the refund, Those amounts were included in 
the revenue requirement reduction. Once that determination was made, logically they 
should be included in the refund as well. 

For the refund procedure, we adopt Staffs lump sum refund proposal. We 
believe that more of the mtepayers who contributed to USWC's overearning will receive a 
refund in that manner than ifwe phase the refund through rates. Interest on the refund will 
accrue until the refund is paid. • 
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Customers to receive refunds are those who are USWC customers as of the date 
this order is entered (May 19, 1997). Staff had proposed that the refund be made to those 
who were customers as of the date of the refund. We choose our alternative for two 
reasons. First, we find it more equitable that a customer who has been on the system and 
leaves between May 19, 1997, and the date the refund begins (whi9h we assume will be in 
July 1997) should receive a refund than someone who becomes a customer between 
May 19, 1997 and the date of the refund, The fonner customer has probably contributed 
more than the latter to USWC's overearnings, Second, it is not clear what "refund date" 
means: it could mean May 19, 1997, the date the refund is ordered, or the date the first 
customer receives a refund, or the date tl1e last customer receives a refund. To avoid that 
ambiguity, we choose today's date as the date defining which customers are to receive 
refunds. 

We find it reasonable tliat IXCs receive a refund as well, for.the reasons;Staff 
gives. We also adopt Staffs recommendation that any refund be"divided among groups of 
customers approximately in proportion to tlle total revenue USWC:receives from each 
group. 

Interest on the refund amount will be calculated mont4 by month, compounded 
monthly; froin the date when rates became interim (May 1, 1996). The interest rate is • 
l 1.2% per annum, as provided in the stipulation ending USWC's AFOR. See Order 
No. 96-107. This method of calculating interest is consistent with the method we used in 
UT85. 

The refund mandated in thls order covers the period from May 1, 1996, when 
rates became interim, through April 30, 1997. We end the refund period covered in thls 
Qrder on April 30, 1997, for ease of calculation. There will be an additional refund for the 
period between May I, 1997, and the date when rates set in the rate design phase of this 
docket become effective. This order calculates interest on the refund amount through 
April 30, 1997. There will be a time lag of perhaps two montlls before customer bills 
begin to reflect refunds. When we learn from the company the date.ofthe·first-refund, we 
will calculate interest on the refund amount from May 1, 1997, until that date. We will 
issue a supplemental order with the final interest calculation on this refund when we learn . 
the date USWC will begin making refunds. 

We adopt Staffs proposed distribution of the refund on a per line basis, set out 
above. If the refund amount should exceed a customer's bill in a given month, then the 
refund credit shall be carried forward into the next month. 

ISSUE 12: CASH FLOW; ISSUE 13: BUSINESS VALUATION 

Disputed Issue (12): 
• USWC included a cash flow analysis in its rebuttal testimony. Staff argues 

that it is extremely difficult to develop a meaningful cash flow statement on a 
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small segment of operations, such as USWC's Oregon intrastate operations. 
Because of the number of issues and adjustments in this case, it would be very 
difficult for us to accurately compare Staff's forward looking proposed 
revenue requirement with USWC's 1995 unadjusted results of operations. 

, Disp11ted Lr.me (13): USWC has compared Staff's forward looking 
recommended revenue requirement with the company's 1995 unadjusted 
results of operations to argue that reducing the company's revenues would 
almost eliminate the business value ofUSWC's Oregon intrastate operations. 

Issues 12 and 13 are discussed together. 

USWC argues that Staff's proposed $100 million reduction in revenue 
requirement would have a negative impact on the cash flow and enterprise value of 
USWO\s Oregon intrastate operations. According to USWC, Staff departs from the 
Commission's traditional historic test year method and substitutes forecasting to set 
uswc·•s rates. USWC believes, and has argued throughout its·case, that Staff's approach 
is dangerous and would seriously jeopardize USWC's ability to recover its expenses and 
earn a reasonable rate ofreturn on its investment. Rates would be sufficient only if 
Staff's forecasts and estimates are accurate. USWC argues that it iidikely that rtqfal! of 
Staff's predictfon~ will come tci pass. In that case, USWC asserts, the company would 
sustain unrecoverable losses that would adversely affect the value of its operations and its 
ability to attract capital and eam a return on investment. This outcome would also 
degrade operations, USWC argues, because the company would not have sufficient 
capital to maintain and upgrade its network. 

USWC notes that it is entitled to "[r]ates which enable the company to operate 
successfully, to maintain its financial integrity, to attract capital, and to compensate its 
investors for the risks assumed.'' Federal Power Commission v. Hope Natura(Gas Co., 
320 U.S. 591, 605 (1944). USWC argues that we cannot simultaneously accept Staff's 
propos!).!;'l and fulfill our constitutional obligation to USWC. 

i1'\J}SWC's expert, Mr. Gary Ciuba, maintained that Staff's proposed reduction in 
revenue requirement an10unts to 25% ofUSWC's entire Oregon intrastate revenues and 
would diminish the value of USWC by more than 80%. USWC believes that Staff's 
witness on these issues, Mr. Evan White, missed the point in his·testimony. According to 
USWC, Mr. White never addressed the impact of Staff's recommendation on intrastate 
enterprise value. According to USWC, Mr.·White made·no comparison of the present 
value of the company to what would result from Staff's proposed revenue redt1ctions. 

USWC notes the Mr. White also failed to examine any of Staff's adjustments to 
determine if they would in fact change cash flow. Mr. White conceded that if Staff's 
forecasts are in error, Staff's net income projections may not be realized, and Mr. White's 
valuation would be overstated. Mr. White acknowledged that Commission action in 
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Oregon and USWC's other jurisdictions will influence USWC's earnings and that 
reduced earnings would cause USWC's market value to decline. 

USWC contends that even if some of Staff's forecasts materialize, or other 
increased revenues or reduced expenses offset Staff's proposed revenue reduction to 
some degree, USWC would still decline in value and suffer a negative impact on its 
operations. USWC asserts that Staff ignored the company's need for cash flow for 
capital investment and to pay dividends. Mr. White admitted that inost cash flow 
statements include dividends. USWC notes that Mr. White's rebuttal to Mr. Ciuba's 
analysis claims that USWC will have a positive cash flow. However, the company points 
out that Mr. White's conclusion depends on excluding cash for dividends. 

USWC also argues that Staff witness Ms .. Terry.Lambeth.claimed.that . 
disallowance of incentive pay could create cash-savings for--the company -if.the company .. 
chose not to pay those expenses; if it paid these. regulated.expenses. througllnoni:egulated • 
operations; or ifit lowered the dividends to pay them. USWC argues that each of these 
options underscores the fact that USWC' s regulated Oregon-intrastate operations cannot 
survive under Staff's proposed reductions and still be able to fund capital investment, pay 
l~gitimately incurr~ expenses, and pay its stockholders their expected return on 
investment. Mr. White's entire analysis, according to USWC, depends on including 
disallowances and imputations as if they increase USWC's cash flow. 

USWC contends that disallowances and imputations do not increase a company's 
cash flow or market value. USWC notes that it could cut capital expenditures or 
dividends. However, the company contends that capital expenditures are necessary to 
maintain and improve the existing telecommunications infrastrncture, and reduced 
dividends would diminish the attractiveness ofUSWC stock to investors, thereby causing 
the stock price to decline and increasing the cost of new investment. USWC argues, 
finally, that adoption of Staff's proposed $100 million rate reduction, based on 
imputation of income USWC does not receive, disallowances of legitimately incuned 
expenses, and forecasts of increased revenues and reduced expenses, would be 
devastating. It would reduce USWC's Oregon revenues and·impair·the company!s ability 
to continue providing service. USWC argues that.this.outcome.mould.not be in the 

• public interest. 

Staff contends that USWC' s cash flow and enterprise value testimony is flawed 
and largely inelevant. Staff identifies four flaws in USWC's testimony: 

1. The Commission regulates on the basis of a reasonable rate of return on 
investment, not short term cash flow or theoretical enterprise value: Staff 
asserts that its proposed revenue requirement provides USWC a 
reasonable rate of return and allows the company to maintain its financial 
integrity and attract capital. 
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2. USWC compares Staffs foiward looking proposed revenue requirement, 
which includes Yellow Pages and Staffs other adjustments, with the 
company's unadjusted reported 1995 reports of operations. 

3. USWC misleadingly advised its enterprise value expert that Staffs 
revenue requirement reduction would result in a conunensurate reduction. 
in USWC Oregon's net operating income. • 

4. USWC's enterprise value expert uses a valuation technique that is 
inappropriate for the dire scenario that USWC provided him. 

1. Basis of Commission Regulation. Staff notes that USWC is regulated on the 
basis of a reasonable rate of retum, not cash flow. According to Staff, negative cash flow 
does not correlate with a low rate ofreturn. Staff cites the example ofUSWC's CE 92 
and CE.92-C reports,whlch USWC files with the Commission. During the years 1991 
throu@,';1995, USWC reported positive rates ofreturn in the range of9.6% to 12.6% 
(when')Yellow Pages are included).◄8 USWC asserts that its Oregon intrastate cash flow 
has bdeh negative for several years; however.◄9 Staff points out that between 1991 and 
1995/USWC operated under the AFOR, approved by Order No. 91,1598, which 
established both a potential floor and a ceiling on earnings. Id. at 27; The. AFOR 
provided remedies ifUSWC's eat'11ings became too low. Staff points out that USWC 
never asked to be relieved froni the tenns of the AFOR. Staff concludes that negative 
cash flows, as USWC now defines them, are consistent with a reasonable rate of return. 
According to Staff, the fact that USWC did not file for relief under the AFOR vitiates its. 
current claims about the impact of negative cash flow. 

Staff argues that its proposed revenue requirement will allow USWC to maintain 
its financial integrity. Even a 10.2% return on equity, according to Staff, will result in a 
pretax interest coverage of ratio 4.88, which is above Standard and Poor's AA benchmark 
of 4.5 for telecommunications companies. Staff notes that any rating above BBB is 
considered investment grade; these ratings are superior to that . 

. ;Staff asserts that USWC' s cash flow analysis suffers from numerous flaws. First, 
many·6ash flow adjustments rely on a balance sheet, but USWC's Oregon intrastate 
operaWfos do not have a balance sheet Thus, there are no beginning and ending O!'egon 
balance sheets to validate computations of cash flow, 

USWC's Exhibit 56, its cash flow statement, is based on "1990 repOlts."50 

USWC submitted an exhibit at hearing (USWC Exhibit 171) comparing similarities 

" In 1995, the 9.6% return was reduced by 1.8% due to a one-time charge to depreciation expense of 
$22.4 million associated with the PTI sale. 
" Staff challenges this representation, pointing to USWC Exhibit 56, which Staff argues demonstrates 
positive cash flow before dividends. 
'° Accordhtg to USWC witness Inouye: 

In the cash flow estimates I did rely upon what we call a 1990 report. And that Is ... not the same 
report tliat we give to the Commission ht our monthly reporthtg of financials .... We have a 
computer system that perfonns jurisdictional separations. In other words, the assignment of costs 
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between the 1990 reports and the CE92 report. Staff points out that the CE92 reports do 
not contain Oregon regulatory adjustments. The reports that follow current Commission 
reporting requirements are called the CE92-C reports. The CE92-C reports contain 
Yellow Pages, executive bonuses, rent compensation, and other regulatory adjustments, 

Staff points out that the CE92-C report, with the regulatory adjustments, shows a 
1995 net cash flow from operations of $227 .9 million, as contrasted to the $160. l million 
shown in the 1995 CE92 report. Staff concludes that the cash flow statements in USWC 
Exhibit 56 and in the CE92 report understate the net cash flow from operations shown in 
the 1995 CE92-C report by over $67 million. 

2. Comparison of Forward Looking Proposed Revenue Requirement v. 
Unaqjusted 1995 Data. Staff also maintains that USWGimpr9perJy overlays Staffs 
proposed revenue requirement reduction on USWC's unadjusted 1995 data .. USWG's 
recorded data do not include any ofUSWC's proposed test year a\ljustmentfl; nor do they 
include Yellow Pages revenue. Staff argues that it is appropriate.to iricihideYelfow Pages 
revenue in considering a hypothetical "intrastate Oregon" cash flow or enterprise value, 
because a stand alone ·company the size of "USWC Oregon" would have Yellow Pages 
revenue. Moreover, Staff contends, even after U S WEST, Inc. issued targeted "Media 
Group" and "Communications Group" stock (see discussion under Issue 2 above), the 
holders of such stock will continue to be subject to risks assoeiiated with investment in a 
single company, and all of the company's businesses, assets, and liabilities. 

According to Staff, USWC also fails to recognize uncollectible or other tax 
expenses included in Staff's proposed revenue reduction, as well as intrastate side records 
such as depreciation. Nor do USWC' s 1995 data recognize that results of operations 
have been changed by the PTI sale of exchanges, the change in depreciation rates, the 
termination of the AFOR and resulting revenue sharing credits, and EAS conversions. 
USWC also fails to add back noncash accruals. Staff notes that USWC also fails to 
consider that AFOR revenue sharing credits or Ballot Measure 5 refunds paid in 1995 
will not recur or have a future impact. Staff concludes that USWC's overlay of Staff's 
proposed revenue requirement reduction on unadjusted J 995 USWC 'Operations is clearly 
inappropriate. • 

USWC's computation of net cash fl.ow, Staff notes, includes a deduction for 
dividends paid. After deducting dividends, USWC witness Inouye contended that 
Oregon intrastate cash flow has been negative for several years. In oral testimony, 
however, Mr. Inouye admitted that USWC cash fl.ow is positive before dividends. Staff 

between state and interstate. That system doesn't produce the CE92 report directly. TI1e CE92 
report being that which we provided the Commission. The output of that system is this 1990 
report which then becomes the basis for the CE92 report. So they are not tho same report but it is 
not entirely a different, .. data source, it's still the same data source, What I really did was took 
the infonnatlon at a different point in the generation or the creation of tho data that does become 
what's reported to the Commission. 

Tr. 22 (January 29, 1997). 
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notes that Mr. Inouye agreed with Staff witnesses Ms. Lambeth and Mr. White that the 
amount of dividends paid out is a management decision. Rates in Oregon, Staff contends, 
are set to provide USWC with the opportunity to earn a fair return on investment. 
Managemc;nt then decides how much of earnings to pay investors in the form of 
dividends and how much of earnings to reinvest in the business. 

Staff's final set of arguments have to do with the concept of enterprise value. 
Staff notes that enterprise value is not a regulatory concept in use by this Commission. 
Moreover, according to Staff, USWC's evidence on this issue is seriously flawed. 

3. Dollar for Dollar Reduction in Operating Income. USWC's primary 
ente1prise value witness, Mr. Ciuba, relied on USWC's assertion that Staff's revenue 
requirement reduction will result in a dollar for dollar reduction in operating profits. 
USWC did not inform Mr. Ciuba that it is working to reduce costs, although the record 
indiCl\!!JS that that is the case. Mr. Ciuba acknowledged that differe11t financial data will 
resiilfl;p different indicated values. He also concedes that if Staff's' proposed revenue 
requireinent results in no material change in USWC's net operating income, his 
conclusions would change. 

4. Inappropriate Model of Analysis. In its engagement letter, the firm of Arthur 
Anderson (Mi; Ciub;i's employer) agreed to use the OCF model of analysis·for its work 
in this case. Staff points out that Fishman, Pratt et al., whose Guide to Business 
Valuations Mr. Ciuba cites, state that the DCF model should not be used when negative 
or marginally positive cash flow is expected. Staff does not believe that this docket will 
result in negative cash flow for "USWC Oregon,'' or that that entity has suffered negative 
cash flow in the past. USWC, however, wishes to advance that position. Staff asserts 
that USWC has chosen the wrong valuation model for its negative cash flow scenario. 
With a negative cash flow, the DCF model divides a negative number or zero by a 
positive number, necessarily deriving no meaningful number. Staff points out that Mr. 
Ciuba would not recommend that USWC offer its Oregon properties for sale using his 
final valuation estimate. , .... 

Moreover, according to Staff, USWC contends tliat if a rate reduction affects its 
theoretical enterprise value in any amount, something improper has occurred. Staff notes 
t11at USWC seems to assume that rate reductions can never be offset by oilier events such 
as line growth or declining costs. Staff argues that rate reductions are not per se improper 
or-confiscatory. Staff believes that on.a going forward basis and without a rate reduction, 
USWC will earn 24.33% per yeai: return on equity (including imputed Yellow Pages 
revenue). Staff argues that USWC cannot expect to retain such earnings indefinitely. 

Dispositio11. Point by point, we agree with Staff's arguments. IfUSWC 
experienced negative cash flows during the term of the AFOR, remedies were available to 
the company. USWC did not avail itself of the available remedies. This indicates that 
the company did not consider negative cash flow, as USWC now defines it, a problem. 
We agree with Staff that negative cash flows, as USWC defines them, are not inconsistent 
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with a reasonable rate ofreturn. As Staff has pointed out, we regulate rate ofreturn, not 
cash flow. The 4.88 pretax interest coverage that Staff projects for USWC is more than 
sufficient to allow USWC to niaintain its financial integrity under adoption of Staff's 
proposed revenue requirement reduction. 

We are persuaded that USWC's exhibits on these issues are not comparable to 
Staffs case. The hypothetical entity "intrastate Oregon," if it were a stand alone 
company, would have Yellow Pages revenue. It would have to recognize wicollectiblc or 
other tax expenses included in Staff's proposed revenue reduction, as well as intrastate 
side records such as depreciation. It would have to recognize the results of operations 
such as the sale of exchanges to PTI, the changes in depreciation rates, the termination of 
the AFOR, and EAS conversions. We note and agree with the other deficiencies Staff 
lists in USWC's 1995 data. 

We also agree with Staff that the concept of enterprise value is vague enough to, . 
be of little value in analyzing the financial impact of Staff's reconimeiidiitions oit'USWC. 
The record discloses that "enterprise value" is a vague concept that has not been endorsed 
by the American Society of Appraisers and is not defined in the Uniform Standards of 
Professional Appraisal practice. The assumptions that USWC witness Mt. Ciuba makes 
in his analysis further vitiate the utility of this concept. Contrary fo fact, Mt. Ciuba 
assumed that Staff's revenue requirement reduction will resuit in a dollar for dollar 

. reduction in operating profits. Moreover, the DCF method of analysis ls inappropriate for 
the USWC cash flow scenatio. We therefore agree that Staff's contention is con-ect: 
USWC's cash flow/enterprise value analysis is flawed and largely irrelevant. 

As to USWC's concern that much of Staff's case is based on forecasts, USWC 
has made that argument throughout this phase of the case. We reiterate that we have 
reviewed each of Staff's forecasts to determine whether they are reasonably certain to 
occur. We are satisfied that the adjustments we have adopted are indeed reasonably 
certain to occw·. In most of its forecasts, Staff has been conse1vative. We therefore 
consider it likely that not only will Staff's forecasts and estimates be realized; USWC is 
likely to perform better'than Staff's forecasts. 

. Finally, USWC seems to argue that ifa Staff rate reduction affects its theoretical• 
enterprise value at all, something is amiss. We note that rate reductions have been the 
norm <luting USWC's recent rate cases. In UT 43, we reduced USWC's (then PNB 's) 
revenue requirement by $45,523,000 (Order No. 87-406 at 135); in UT 85, we reduced 
the revenue requirement by $24,057,000 (Order No. 89-1807 at 53); and in UT 102, we 
reduced USWC's revenue requirement by $35,693,000 (Order No. 91-576).51 

We conclude that USWC's arguments about the impact of Staff's proposed 
revenue requirement reduction on its cash flow and enterprise value are unpersuasive. 

" We take official notice of these orders pursuant to OAR 860-014-0050. 
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ISSUE 14: EFFECT OF UM 351 ON ACCESS REVENUES 

Disputed Issue: 
, USWC argues that the effect of Order No, 96-188 (dated July 19, 1996, in 

• docket UM 351) is a revenue requirement issue. Staff believes this is a rate 
design issue. 

On November 1, 1996, the Commission issued Order No. 96-283 (UM 351), 
which revised certain aspects of an earlier order in that docket, Order No. 96-188, Under 
the revised rates in Order No. 96-283, Staff estimates that the UM 351 revenue impact on 
USWC is currently $1.9 million. USWC agrees with this figure . 

. , ~ .-:- .· 

The revision to Order No. 96-188 dropped the estimated revenue impact from 
$8;'.5 iriillion to the current figure. The current revenue impact estimate may change 
.further, due to new cost studies filed in compliance with Order No, 96-284 (UM 773, the 
cost study docket). Staff recommends that this revenue impact and any rate arbitrage 
issue be addressed in the rate design phase of UT 125. 

Disposition. We conclude that Issue 14 is an issue appropriate to the rate design 
phase of this case. We have adjusted the rate design phase of this proceeding to 
coordinate with new costs adsing from UM 773. During rate design, Staff and USWC 
can address the UM 773 costs and align the rates so that any arbitrage issue is eliminated, 
At this point, the ultimate revenue impact is unknown, so it would be premature to deal 
with the revenue impact issue here. 

ORDER 

IT IS ORDERED that: 

1. USWC shall file rates at the revenue requirement in this order, 

2. Stipulations 1 and 2 are approved and adopted. 

3. The Commission adopts a rate ofreturn equity for USWC of 10.2% and 
orders a revenue reduction of $97,437,000. 

4. The revenue reduction ordered in Par11graph 3 above shall be refunded as 
follows: 

a. The refund shall be made within 60 days after this order is entered, 

b. The refund shall be made as a one time, lump sum credit on 
customers' bills. 
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ORDERNO. 

c. The refund shall be made to customers ofUSWC as of the refund 
date. 

d. There shall be no refund for toll service. 

e. Interexchange carriers (IX Cs) who are access service customers of 
USWC shall receive refunds based on the amounts each paid the 
utility over the 12 months immediately preceding the refund date. 
In the aggregate, the portion of the total refund that shall be 
distributed to interexchange carriers should be calculated using the 
ratio ofUSWC's Oregon intrastate access revenues to total 
intrastate revenues subject to refund, as determined in this order. 

f. The remainder of the refund shall be distributed to.local service 
customers, on a per line basis, in the following ratios: 

Group 
Residential 
Bus.Simple 

Bus. Complex 

Centrex • 
Private Line 

Current Rate 
$12.80 
$30.87 

$34.77 

varies 
$9.80 (basic) 

Ratio 
1.00 
2.40 

2.70 

1.00 
0.75 

All residential service lines 
Business simple lines lltld 
business measured lines 
Other business, switched 
service lines, including 
complex, DID trunks, ISDN, 
PAL, semipublic 
All Centrex type lines 
Refund per NAC 

g. Customers eligible for a refund are those who were USWC 
customers on May 19, 1997. 

h. Should the refund exceed a customer's total bill, the refund will be 
carried forward to the next month's bill. 
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ORDERNO. 

i. This order calculates interest on the refund amount tlu·ough 
April 30, 1997. When we learn the date ofUSWC's first refund to 
customers, we will issue a supplemental order calculating interest 
on tlm refund amount from May 1, 1997, to the date of the first 
refund. 

HAY 1 91997 

ti?~ 
Y'iion Eachus 

Commissioner 

t?ta;:1.4CC-
Commissioner 

A party may request rehearing or reconsideration of this order pursuant to ORS 756.561. A 
request for rehearing or reconsideration must be filed with the Commission witlrin 60 days 
of tl1e date of service of tlris order. The request must comply with the requirements in OAR 
860-014-0095. A copy of any such request must also be se1ved on each party to the 
proceeding as provided by OAR 860-013-0070(2). A party may appeal this order to a court 
pursuant to ORS 756.580. 
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RESULTS OF OPERATIONS 
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Line 
No. 

1 Local Service & EAS 
2 Toll & Access 
3 Directory & Other 
4 .TOTAL OPERATING REVENUES 

5 Plant Specific 
s Depreciation & Amortization 
7 Other Operating Expenses 
s Operating Taxes 
9 TOTAL OPERATING EXPENSES & TAXES 

10 NET OPERATING INCOME 

11 Telecommunications Plant in Service 
12 Accumulated Depreciation 
13 Other Rate Base 
14 NET AVERAGE RATE BASE 

15 RETURN ON RATE BASE 
16 RETURN ON EQUITY 

'tl:t> 
gs ::g 
l:S!i.:, • Uncollectibles were computed at the local rate. 
NZ 

tl 
0 H ,..,, :>< 

~ :,, 

~ 

-.J 
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Docket UT 125 
U S WEST Communications, Inc. 

SUMMARY OF INTRASTATE TES'(,YEAR 
($000's) 

Annualized Adjusted 
1995 Test Year Adjustments Test Year 

(8) (b) (c) 

348,109.0 42,621.4 390,730.4 
154,466.0 (2,054.0) 152,412.0 
17,735.0 64,170.8 81,905.S-

520,310.0 104,7382 625,048.2 

84,151.0 (8,209.2) 75,941.8 
93,169.0 34,248.9 127,417.9 

224,249.0 (13,512.4) 210,736.6 
52,015.0 34,718.4 86,733.4 

453,584.0 47,245.7 500,829.7 

66,726.0 57,492.5 124,218.5 

1,477,856.0 90,749.1 1,568,605.1 
(576,115.0) (56,707.7) (632,822.7) 
(183,598.0) 7148.5 (176,449.5) 
718143.0 41189.9 759,332.9 

929% 7.07% 16.36% 
11.15% 12.74% 23.88% 

Adjusted 
Intrastate 

Revenue Results of 
Reguirements Operations 

(rf) (e/ 

(97,436.9) 293,293.5 
152,412.0 • 

868.3 • 82,774.1 
(96,568.6) 528,479.6 

75,941.8 
127,417.9 
210,736.6 

(38,921.~ 47 811.9 
(38,921.§2 461 9082 

(57,647.1) 66571.3 

1,568,605.1 
(632,822.7) 
(176,449.§2 
759,332.9 

-7.59% 8.77% ... 
-1928% 10.20% c;o 

""'1 
I 

I-' 

f'\l ..... 



Docket UT 125 
US WESTCcmmtmleot!ons, Inc. 
INTRASTATE OREGON I JSSUES1.i> /=re 1c{1a) Issue 1c(lla) IMU01c{3) Issue 1c(4) Issue 1c(1b) Issue 1c(llb) 1Mue1d 

Adjustments to Annual!zed Test Year Compony's Annualized Annuallzed Annuall:,ed Annuallzed Companfs Adjust 
/SOOO'g) Annuall:,ed Side Record Side Record Side Record Side Record Annuallz~ Adjust Western 

TestYeor for Interest forWestem for Interstate for Property • Test Year Interest Electric Remove 
Belon, During Electric Affll. Depreclot!on Held for Exhibit Dllring Affifrated Annuafl2ed 

Line Side Reconfg Construol!on Interest Repl'O!!C!lpl!on Future Use USW/.l, Construction Interest CaOer!D 
No. 0esctfptioL1 fl're-1) (!"n,.2) (l'ra-3) fPre-4) lnouyt>'3 fPre-6) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) 

1 LocolServ!ce&EAS 348,109.000 348,109.000 
2 Netw0tl<Accen 62,537.000 62,537.000 
3 Long Dr.tone,, 91,929.000 91,929.000 
• Dlr9Cl0!y 3,819.000 3,819.000 
• Bllllng & Co!leelion 2,478.000 2,478.000 ·- 15,559.000 15,559.CXX> 
7 Uneolledlbles (4,119.000) (4,119.000) 
• TOTAL OPERATING REVENlJE5 520310.000 520,310.000 

• Plant Spec!f[c 84,151.000 84,151.000 
10 0epi ecl:rtion & Amortiz:mion 109,278.599 1,068.109 (316.272) (16,861.436) 93,169.000 316.272 
11 Plant Nonopec!flo 43,695.000 43,695.000 
12 Ace= (lntem,,!e) · 0.000 0.000 
13 - (mtmllo!e) 27,201.000 27,201.000 
,. eustomerOpeoltlons (ex. S&C) 80,564.000 - 80,564.000 593.412 
" Bllfmg & Colleellon 5,255.000 5,255.000 
,. Corpol'llte Operations 67,783.000 

67~:~) 17 OlherGolns & l.cmes ~-000) 
10 TOTAL OPERATING EXPENSES 417,678.599 1,068.109 (316.272) (16,861.436) 401,569.000 316272 593.412 
10 Netst.te & Looallnoome Taxes 4,207.:3:33 1,078.667 s;zas.ooo (12.817) (39.165) 
,o Net!'edenlllnoomeTax 15,232.387 5,630.613 20,863.000 (47.488) (194249) 
21 OtherTaxes 25,886.000 25,866.000 
22 TOTALOPERATINGTAXES 45,305.720 6,709280 52,015.000 (60.305) (233.414) 
,;i NET OPERA11NG INCOME 57,325.681 (1 068.109) 316.272 10,152.156 66ns.ooo 60.305 (316.272) (359.998) 
2• Telecommunieations PJantin Service 1,468,449.343 13,919.881 (4,513.224) 1,477;~.ooo 80.262 
,. PJant Ad]uslrnent 1,877.000 1;877.000 
20 Mmer!aJg & Supplleg 14,292.000 14,292.000 
,:; Accumulated Depreciation (589,740.956) (4,365.415) 3,682.995 14,272.000 35.376 (576;115.000) (45.520) 830.229 
2a Accumulated Amortizm:ion (8,794.000) (8;794.000) 
2> Accumulated Deferred T"'°"' (185.297.000) (5,676.000) (190,973.000) (625.ml 

:,,, :,o NET/laVERAGERATEBASE 700786,;\!!!7 9,654.466 (830.229) 8.§ll§.000 
'O 

35.376 718,143.000 {593.030) 830.229 ~ 
'O "1 "' 31 RETURN ON RATE BASE 8.18% -0.27% 0.05% 1.29% 9.29% 0.02% -0.05% -0.05% 'Z 

32 RETURN ON EQUTIY 9.14% --0.49% 0.09% 2.32% --0.00% 11.15% 0.04% -0.09% I 0 -0.09% H ..... :< 
33 REVENUE REQUIREMENT Oocal) 16,106.777 3,345.988 (568.445) c1s,m.391J 5.866 3,016.794 (197.554) 668.445 608.479 :,,, 9't ..... 

~ 

..... 
c,:, 



Docket UT 125 
US WEST Communications, Inc. 
INTRASTATE OREGON I mue1e Issue 1f fssue1g lssuM 1h--n lssue1m fssue2d lssue3e lssue3b 

Adjustmem In Annualized Test Year Remove Annualized 
Annualized Remove Different Separations Test Year as Interest USWEITT" USWeST 

UP96Sai~of Annualized Operating Tax &Other Stipulated Coordination Direct Direct 
Exehangeo 1996.Wage Annuaf'1ation Annuarization SWllching (Fo:ed Directoiy Directo,y 

Line lnF!l In= Methods Methods Columns 6 Assets Charges) tmputati'on Growth 

No. Deoafpllon (Pre-11! (Ere-16) throuil!J.13 (Eost-2! (Eost-13) 
(10) (11) (12) (13) (14) (14a) (15) (16) {16•) 

1 L.ocal 5erYk:e & EAS 4,077.347 876.250 353,062.597 
2 Nelwot1cA= 2,869.665 (6.218) 65,200.447 
3 LongD!mnce 1,066.221 92,995.221 
• Dlred0ly 33.285 69.584 3,921.869 54,297.600 3,491.100 

s Bllllnsz & eonection 2,476.000 ·- 76.281 (760.957) 14,874.324 
7 Unc:ollediblos ~.299! 280.790 @,893.509) 
• TOTAL OPERATING REVENUES 6,801.279 1,525.670 528,636.949 54,297.600 3,491.100 

• P!ant Speclfie 104.244 (1,720.341) 197.528 82,732.431 
10 Depreclal!on & Amortiz3tlon 3,545.348 (59.227) 96,971.393 
11 Plant Nonspectflc (886.531) 317.612 '13, 126.081 

12 -(ll'lte!mte) 0.000 

13 - (m1nlolllte) (3,790.000) (0.417) 23,410.583 
1< CustomerOperat!ons (ex. S&C) (1,3627$2) (368.253) 79,428.367 
,. BllDnSI & Collection (432.000) (16.918) 4,806.082 
,. Corpon,!e Ope!a!lons (191.132) 123.485 67,715.353 
17 OtherGain,,& Loueo 0.343 ~48.@) 
,. TOTAL OPERATING EXPENSES (572.408) (4,160.796) 194.153 397,939.633 

1• Net state & loco! Incom& Taxes 471.68ll 274.613 280.732 102.173 6,363216 9.001 56.073 3,576.474 229.952 
20 Net Feder.at Income Tm: 2,361.593 1,362.002 (1,244.334) 538.350 23,638.874 44.580 277.734 17,714.386 1,138.968 
21 otherTaxes 159.229 358.555 18.145 26~.929 108.595 6.982 
22 TOTAL OPERATING TAXES 2,992.502 1,636.615 (605.047) 658.668 56,404.019 53.581 333.807 21,399.455 1,375.892 

.! t!sI Ol'SRATING INCOME 4~,185 2,524.181 605.047 672.849 74293.297 (§;l.581) 1333.802) 32.§1!8.145 2115208 

24 Te!ecommunicmions Plant in Servfee 62,667.250 5,045.570 1,545,649.082 (172.669) 
25 Plant Ad]tJs!mont 7.420 1,884.420 
,. M-& Suppa.. 109.037 14,401.037 
ZI Aealmu!!ted Depreclal!on (20,190.645) (7,503.436) (603,025.372) (4,217.810) 
,. Aeeumulated Amortlzat!on 5,515 (8,788.485) 
,. Aeeumulated Deferred T"""" (6~1.371) Q'.18.~ (198~.165) 

-d~ 
30 t!!;IAVERAGERATEBASE 36,245.234 (718.022\ (2,335.894} 751,571,517 {4,390.479) cc 

"'"' 31 RETURN ON RATE BASE 0.13% 0.35% 0.09% 0.12% 0.05% ~ ~! 9.89% -0.05% 4.58% 0.29% 

32 RETURN ON EQUnY 0.23% 0.63% 0.16% 0.22% 12.21% 0.09% -0.09% 8.25% 0.52% I :~ "' REVENUE REQUIREMENT (local) (1,560.741) (4,266.446) (1,138.448) (1,513.928) (4,383.399) (617.391) 564.211 (55,605.432) (3,575.188) 
1-i 

-t, :,,. 

"' 
.._, 

~ 
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Docket UT 125 
US WESTCommun!cotiono, lne. 
INTRASTATE OREGON I /ssue4a lssue4b /ssue4c Tssue#{1} lssue4d/2} Tssue4d(3) /ssue4d{4) lssue4e lssue4f 

Adj1Jstmentl to Annuallze<f Teo!Year 
(SOQ()'s) UM753 Affiliated 

Rent Afflllate Gnmthln Aflifiated Interest 
Compensation &certain S!raleglc F"" ~ Interest FCC Return Headquarters 

Lint, study Leases Marketing Servlceo Servlceo Charges Uamse Component AIIOC3!1orn, 
No. Desaio!lon (Pcst-1) (Post.S) 

(17) (18) (19) (20) (2/la) (20b) (20c) (21) (22) 

1 Locol Seivlee & EAS 
2 Nelworl<Ac:cess 
3 LongO!sflmce 
• O!roelo!y 
5 Bllllng & Cclledion ·- 116.758 688.905 
r Unco1leclibleg 
• TOTAL OPERATING REVENUES 116.768 686.905 
• Plant Specific 3,840.342 (62.255) (110.783) 
10 Dept eciatloi., & Amo, ttzatfon 13,093.153 
11 ?!ant Nonspec:ifie (198.081) 
12 - (lnter,tate) 
13 - (intramte) 
,. CustornerOpe,at!o11s(ex. S&C) (214.130) 
,. Bllllng & Cclledlon 
10 c:ori,oo,ta Operation,, (105.310) 
17 OlherGa!ns & looses 

(164.497) (101.163) (564.000) 

10 TOTALOPERATINGEXPENSES 16,933.495 (62.255) (105.310) (164.497) (101.163) (1,086.994) 

u1 Net state & Local Income Taxes (1,174.473) 4.109 6.950 7.691 45.245 10.857 6.STT 71.742 
"' NetFede<:llllneomeTox (5,817.199) 20.351 34.426 38.095 224.100 53.774 33.070 355.338 
21 other-Taxes. 15.066 0.234 1.374 
22 TOTAL OPERATING TAXES (6,976.606) · 24.460 41.376 46.020 270.719 64.631 39.747 427.080 

;\I !1fil OPERATING INCOME {9,956.889) Zl.795 63.934 10.z43 41S,1SS 99.886 61.416 659.914 

24. Te!eco111munieations P.J!.nt in SeMce 44,051.963 
20 Plant Adjustment 
20 Ma!erlals & SUpplles (2,406.075) 
'Z1 Accumufated Deplectatfon (13,638.862) 
,. Accumui.ted Amorti2at!on 

"' Accumufated Deferred T"""" (754.81zj 

,o !!§I l,VcRAGE RATE BASE Zl.252.209 co 
~i:;; ~ ) >c, 

31 RETURN ON RATE BASE -1.68% 0.01% 0.01% 0.01% 0.06% 0.01% 0.01% 0.09% I ~~ 22 RETURN ON EQUITY .S.03% 0.02% 0.02% 0.02% 0.11% 0.02% 0.02% 0.16% ..... 
)~ 

"' REVENUE REQU!REMENT Oocal} 21,223.795 (63.882) (108.063) (119.580) (703.450) (168.797) (103.807) {1,115.406) ~ ..,> _, 
~ ,_ 

_. 
--.J 
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Docket UT 125 
US WESTCOmmunlcotions, Inc. 
INTRASTATE OREGON I Issue ,fg(1) lssue4g(2) /ssue4g(2) Issue~ /$$U&5tl Issue Sb tssue5C: Issue Ba Issue f5b 

Adjtmrnenlslo AnnuollzedTesl:Year Non-
ISOOO's) Revenue regulated UPSS UPSS 

Requirement VMS Cofflln • Saleof Effect on- 1995 1996 
Part 64 Stl1I Part64 S!iU Promotional Columns18 Exchonges UPSS Property EAS EAS 

Lin• Regu!aled Regulated Offerings through21 loPTI Stipulation Taxes Conversion Convemlon 
No. D=rie!!on ~o•t-10) ~,....11) (Eos!-4) (Eost-n 

(23} (23a1) (23•2}. (23b) (24! (25} (26) {Zl) (28} 

1 i.=IIServ!co&EAS (3,755.138) 136.001 1,129.882 
2 Networl<Aceeso (943.971) 
3 l.cngll!mnee (867.284) (2,678.245) 
• Dlreo!<>ry (31.317) 
• Bil1lnSI & Coffecllon (29.000) ·- 3,372.176 31472.397 (94.536) (71.917) 
7Uneclleetlbles !19.371) 34.960 5.035 8.503 

• TOTAL OPERATING REVENUES 3,352.805 3,472.397 (94.536) !4,796.383) ~.248) (1,439.860) 

• Plant Speclfle 1,022.523 3.003 (1,773.143) 
10 Depi eOial!on & Amorllzmlon 800.241 (3,643.500) 
1t ?!ant Nonspecfffc 1,080.844 (95.491) 
1> Aceou(lnterm!e) 
13 .A= (lnlntml,,) 2,822.032 (296.903) (538.090) 
1< Customer Ope,allo11• (ex. B&C) 2,455.105 (173.308) 
1$ Bil1lnSI & Conecllon 339.724 
1• Corporote Oper,rt!ons 898.144 8.348 (154.217) 
17 OtherGains & losses 81.702 
,. TOTAL OPERATING EXPENSES 6,338.559 11.351 (2,677.903) 

-----
(296.903) (538.090) 

"' Net Slot& & !.=II Income Taxeo (210.407) 228.720 (6.227) (0.749) (57.513) 27.878 25.283 (28.441) (60.738) 
20 Net Fed=! Income Tax (1,049.274) ·1,132.856 (30.843) (3.711) (284.862) 138.083 125.227 (140.869) (300.838) 
2t OtherTaxes 74.127 6.945 (Q.189) !l!:!!.541) (383.074) 1.578 18.506 
22 TOTALOPERATINGTAXES (1,185.554) 1,368.521 @7.259) (4.460) (425.916) 165.961 (232.564) (167.732) (343.070) 

;;I flsI OPERATING INCOME (1,800200) ;,, 103.876 @:.279) {6.891) {1,692.564] (1S5.961) =.564 (,161,613) {558.700) 

2< Teleeommun!cations Plant in Service 6,190.268 (64,125.841) 

"' Plant Adjuotmem 6.939 
,. Materials & Supplies 68.802 
z Aecumui.ted Depieclallon (2,418.681) 20,889.539 (22,400.000) 
2t Ac:cumufated Arr1ot Hzatio1 \ 

Z1 Accumulated Defem!dTaxe:s, (684.142) 5,776.617 8,800.960 

30 NET AVERAGE RATE BASE 3,183.186 (37,459.585) {13 599.040) 
~ ~~ 

:;:, 'ti~ 01 RE.TURN ON RATE BASE --0.29% 0.29% --0.01% 0.26% 0.16% 0.03% -0.04% --0.08% ~ :::1 -

°' ,:z RETURN ON EQUITY --0.52% 0.52% --0.02% 0.47% 0.29% 0.05% --0.07% --0.14% I 
H 

0 >< 
H, ,, REVENUE REQUlREMENT Oocal) 3,556.034 (3,55_6.034) 96.815 11.647 (3,179.475) (1,912.305) (393.087) 442.186 944.= '""" ~► ...:z 

~ i-
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a, 



Docket UT 125 
US WEST Communtcatlons, Inc. 
INTRASTATE OREGON I mueec Issue td Issue7a(1) l=ue7a(2) {$Slle7b Jssue7c lssue7d lssue7e 

Mjtlllmentsm Annuol!zed Teo! Year Tarill, Prlee Current Unfunde<I 
& Contract SFAS106 SFAS10S A-rn-T Po,;!- =i,m1y End of 
Changes SWl!ched Po,;t- pc,gt. retirement Pension Compensated 

MadeA!mr - (not retirement retirement Benefits Payment Pension Al=ncea 
Une Jan.1, 1995 Filing used) Ben- Ben- Cos!-Slr.ulng Tru""'!l Accounting Accrual 
No. Descr!etlon ~st-11) (!".ost-5] ~t-o) Aoreement (!".ost-8) ~st-S.12! 

(29) /30) (31) /32/ /32•/ (33) (34) (35} (35) 

1 l<>cal Semce& EAS 15,937.:304 
2 Networ!<Aecess (1,582.542) 
, LongD!olonce 153.895 
• lllreclo!y 
• Bllling & Collection 
e: Misc:etbneous 
7 Uneollect,1,les (143.12§) 2511 
• TOTAL OPERATING REVENUES 15,948.073 (1,580.031) 

• Plant Spee!!le 161.834 
10 Dep, ee!allon & Amo-
11 Pram: Nortspecffie 80.495 

12 - (in!elmte) 
13 - (111tramte) (1,910.499) 
,. CUotomer Opermlons (ex. B&C) s;s1s.os1 134.170 
,. Bllling&Collection 
,. Co<porate Opermlons 28.679 
17 other Golns & Loooes 

(365.339) (203.911) (297.969) 

,o TOTALOPERATINGEXPENSES 6,516.087 (1,910.499) 405.178 ~66.339) (203.911) (297.969) 
,. Net State & l.oool Income Taxeo 601.464 21.763 (26.742) 7.075 24.112 13.458 (79.457) 19.666 
,o Net Federal Income Tax 2f179.070 107.815 (132.453) 35.042 119.429 66.669 (393.553) 97.406 
21 O!l!erT- 318.894 0.666 
22 TOTALOPERATINGTAXES 3,899.428 130.239 (159.195) 42.117 143.541 80.117 (473.010) 117.072 

:1:! lffiI OPERATING INCOME 5,532558 200.229 [,145.983} {42.111} 221.798 123.794 473.010 180.897 

2< Te!ecommunlcotlon,, Pion! In Service (3,451.113) 38,758.976 
,. Pion! Adjustment 
20 -& SU})f)Hes 
27 Aeeumula!ed Deproclotfon 
2! Accumulmed~n 
20 Aeeumu!l!ted llefem,d Taxes 

~ ;:;r,; 30 NETAVERAGERAI§BASE {3&§1,113) 38,758.976 
:;}'tl ~ 
:I ,1 RETURr-t ON RATE BASE 0.77% O.D3% -0.03% 0.04% 0.03% 0.02% -0.41% 0.03% I 

H 32 RETURN ON EQUITY 1.39% 0.05% -0.05% 0.07% 0.05% 0.04% -0.74% 0.05% ,_. ::,:,,; 
H>> " REVENUE REQUIREMENT Ooeal) (9,351.296) (338.433) 415.763 (485.297) (374.890) (209.240) 5,450.309 (305.758) ~ ~ ,... 

'""6 
~ 

-.I 
-.I 

- "•-••••rn 



Doeket l/T 125 
u s WEIIT communlcot!ons, lne. 
INTRASTATE OREGON I /$$U68a /ssue8b(1) Issue 8b(2) lssue8b(2) lssue8b(2) Issue 8b(2) Jssueee 

AdjUsttnenla to Anrnmllzed Test Year Team [Jssue8a] [lssue9a] 
ISOOO's) Peiforlmlnee 1996 1996-1997 SFAS 109 

Awanfs& Oceupatlonal Wage& Payron Bonuses Wage Base Accounting 
Off!=' W3:ge Salary (not Tox (not Included in Related to for Income 

Uno Incentives '""""""" Increases used) Increa= used) Wage Base Reengin'g Taxes 
No. Deoalollon --··--

(Bonuses) !Pre-16) 
(37) (38) /388) (38b) (380) (38d) (380) (381) (39) 

1 Locol Semco & EAS 
2 NetworlcAceess 
3 Long El!sf:!neo 
• Dlreclory 
• Bltllng & Colleetlon 
• Ml3collaneou,; 
7 Uncotlectibtes 
• TOTAL OPERATING REVENUES 

• PiantSpeclflc (141.818) 1,863.240 1,153.030 33.252 (42.181) (112.351) 
10 De}lrocl,illo!, & Amortizallon 
11 Plant Nonspecllle (1,964.115) 957.896 1,665.306 48.003 (60.921) (162.266) 

12 A= fmt,,rst,,!e) 
13 A= fmtrma!e) 
,. Custom« Openrt!ons ( ""- B&C) (1,019.739) 1,426.360 2,471.697 71.328 (90.421) (240.843) 

10 B111lng & Collecllon 
•• Corporate Opot,,tlons (780.602) 199.503 2,418.265 69.761 (88.466) (235.637) 

17 other Golnt & loooe$ 
,. TOTAL OPERATING EXPENSES (3,906.274) 4.447.001 7,708.298 222.344 (2$1.989) (761.099) 

,. Net stale & locol Ineome Taxeo 257.814 (293.502) (508.748) (14.675) 18.611 49.573 
20 Net Feder.al Income Tax 1,276.961 (1,453.725) (2,519.843) (72.664) 92.182 245.534 
21 otherTaxes 
Z! TOTAL OPERATING TAXES 1,534.775 (1,747.227) (3,028.591) (87.359) 110.793 295.107 

~ NET OPERATING INCOME ;._371.499 (,1,699.774) (4,679.70Z) . {l34.9!l§l 171.195 455.992 

2< Teleoommunialti011$ Plont In S.ervlee 

"' Plant Adjustment 
20 Mator!als & SUppnes 
z; Aecumulated Deprec!ation 
,. Aecumulated Amorllzat!on 
,. Accumulated Deferred Taxes (0 

~~ 
19 NETAVERAGERATEBASE "'1 

Q>o 
31 RETURN ON RATE BASE I :~ 0.33% -0.38% -0.65% ..0.02% 0.02% 0.06% 

32 RETURN ON EQUITY 0.59% -0.69% -1.17% -0.04% 0.04% 0.11% ,_ 
0 ~ 
H, > 33 REVENUE REQlllREMENT Oocal) (4,008.379) 4,563.239 7,909.781 228.156 (289.361) (770.731) ...z 
N ,_ ,.... 

~ 

-..J • 
OD 



Docket UT 125 
US WEST Comrnun!oationo, Inc. 
INTRASTATE OREGON I /1$$1.teBd /$$1.1&8e Issue Bf ~ssue8g /$$ue8h Issue Bf /$$tie BJ Issue Bk /!ssue8/ 

AdjUotments to Annualized Test Year SFAS112 UM767 
Aecoun!lng Ballot ORS Oregon Average 

for PO<!· Measures 291.349 Depreciation Growth in Mar!<efing lnfonuation 
employment Property income Repre-- Aco= Acerual Management 

Line Benefits T= Tax Refund ocr!pt!on - Advertising Lines Reversal Sy,<b,111$ 
f'lo. -=!Etlon ff'osl.S) (Post-14) ff're-10) 

(40) (41) (42) (43) (44) (45) (46) (47) /48) 

1 LocolServfc&& EAS 24,219.789 
2 N-Aooess 
3 L<,ngll!stonee 
• Oltecl<lry 
• 8llllng & Collection ·-1 Ul'IC<llleetible @:15.823' 
• TOTAL OPERATING REVENUES 24,003.966 

• Plm!l:Speclfle ('353.938) 
10 De!><ec!ot!ou & Amo, llzallon 20,325.655 
1i Plant N01.opeclfie 

12 - (ln!,,l's!otl,) 
13 A=- (Tntr2m!e) 
14 cummerOpetati011s(ex. B&C) (550.082) 
15 Billing & Collec!lon 
,. Corpor.,le Oper,it!on< (392.870) 
17 O!tierGalnS & looses 
1t TOTAL OPERATING EXPENSES 20,325.655 (392.870) (904.020) 

1g Net st2rt& & Loea1 lneome Taxes 169.768 (671.703) (1,328.844) 1,552.308 25.929 59.665 
20 Net: Federal Income Tax 840.868 235.096 (6,581.808) 7,688.626 128.429 295.524 
Z1 OttterT:axes. @,572.248) 484.154 
22 TOTALOPERATINGTAXES (1,581.612) (436.607) (7,910.652) 9,725.088 154.358 :355.189 

.! !!!;I OPSRAIJ!lG INCOME 1.§§:1.612 436.607 (12,415.003) 14278.878 228.512 548.831 

2' TelecommtJnleatioM Plant In Servioe 
"'1'1an!Adjuo1men! 
"" Material& & SUppries 
zr Aceumulat,,d DepiOClal!on (10,163.000) 
21 Accumulated Amol1izat!on 
29 Accumufated Deferred Taxes S99S.043 

(.0 
~~ ,o NET AVERAGE RATE BASE (6,189.957) 
) >-cl "'1 
~~ 31 RETURf'I ON RA'TE BASE 0.22% 0.06% -1.68% 1.99% 0.0:3% 0.08% I 

H 32 RETURN ON EQUITY 0.40% 0.11% ·2.99% 3.59% 0.05% 0.14% i-•X 
':,,. 33 REVENUE REQUIREMENT (locaij (2.639.483) (737.966) 19,989.318 (24,134.588) (403.140) (927.651) ~ ' , J-ol 
~ _, 
co 



Doc!o!t UT 125 
U S WESTCcmmunleolions, lne. 
INTRASTATE OREGON I /SSUf!J 8m /ssueBn lssue98 lssue9b mue9c lssue10 TOTAL 

Adjustments to Anmnl\lzed Test Year AD.JS. 
SeN!ee , Effec!sof Columns ADJUSTED 

• •J~ Reen-- Extra- A-tiits 7-13 TESTYEAR 
Purch3!e PUC glneering ortllna<y Service on Intrastate •nd Columns 

Une Rebates Fee Costs . Expense. Quallty Separations 15-53 $+54 

No. 
(49) (498) (SO) (51) (52) (53) (54) (55) 

; LocolServlce&EAS 42,621.435 390,7.10.435 

2 Network/>= 136.934 62,673.934 

3 Long Dimnee 34.446 (2, 190.SS-O 89,738.033 

• O!rectory 57,860.252 61,679.252 

• B!11lng & Colleetion (29.000) 2,447.000 ·- (355.451) 6,441,664 22,000.664 

7 Uneolledlbles (0.248) (102.068) (4,221.~ 

• TOTALOPERATINGREVENUES (321.253) 104,738.250 625,048.250 

• PlantSpeclffc (343.179) (7,334.996) (4,684.707) 91.461 (8,209.235) 75,941.765 

10 Oe,x eciat!ou & hnort!zatlon (129.088) 34,248.854 127,417.854 

11 Plant Nonspeefflc (26-5:<4) (6,250.879) (1,357.703) (14.227) (6,866.582) 36,828.418 

12 l>={lntema!e) · 0.000 

13 Aeceu (ln!rastate) (3,713.877) 23,487.123 

,. CUstom«Operotlono (ex. S&C) (5,303.184) (438.239) (340.736) 3,566.432. 84,130.432 

,. Bll1lng & Collection ('157.442) (566.636) 4,688.364 

1e: Corponlte: Operations (189.072) (6,017.658) 91.916 (6,013.742) 61,769.258 

17 OthorGlllns&= 82.045 (166.955) 

10 TOTAL OPERATING EXPENSES (558.77S) (24,906.717) (6,460.649) (758.116) 12,527.259 414,096.259 

19 Net state & Local Income Taxes 36.879 (14.877) 1,643.843 427.723 18.447 5,854.875 11,140.875 

z, Net Federal Income Tax 182.684 (73.687) S,142.006 2,118.524 65.689 29,969.027 50,832.027 

21 OthorTaxes 225.410 135.109 (1.105.~ 24,760.507 

22 TOTAL OPERATING TAXES 219.543 136.846 9,785.849 2,546.247 219.246 34,718.409 86,733.409 

:.! t!l;I OPERAIJNG INCOME 339= {136.§,!§l 15,120.868 3934.402 .llZ,618 57,492.582 . 124.£18.582 

2◄ Te!eeommun!eol!ons Plant in Se!vfee 1,704.394 90,749.060 1,568,605.060 

,. Flan! Adjus!menl 2.013 16.372 1,893.372 

,. Mamrfafg& S1Jpplles (4.116) (2,232.352) 12,059.648 

21 Aeeumu!a!ed Depreciation 2,151.527 (56,707.659) (632,822.659) 

,. Aeeumui.ti,d Amortization (12.219) (6.704) (8,800.704) 

20 Aeeumulaled DeferredT"""° ~04.318) 9,371.178 (181,601.822) 

't1 i';; ,o !'l§IAVERAGERATEBASE 3,637.281 41,189.895 759,332.895 co 
i!; 't1 ~ :~ 31 RETURN ON RATE BASE 0.05% -0.02% 2.11% 0.55% ..0.02% 7.07% 16.36% 

"' RETURN ON EQUITY 0.09% --0.04% 3.80% 0.99% --0.04% 12.74% 23.88% Ill 
a~ ..... 
g,> 33 REVENUE REQUIREMENT OoealJ (573,380) 231.301 (26,557.746) (6,650.044) (9,919.764} 218.680 (100,453.684) {97,436.870) 

...;i 
N 
I-' ..... 

..... 
ex, 
0 
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Docket UT 125 
U S WEST Communications, Inc. 

Total Oregon Subject to Separations 
AdjU$tmcnts to Annualized Test Year 

(S000's) 

Lino 
No. Deoctlp!!on 

1 . local Secvfoe & EAS 
2 NelworkAcoou 
3 l.cng Distance 
• D!reclo<y 
, Bllllng & conec:tion 
• M!scelloneous 
1 u_~_es 
• jOTJII. OPERA7lNG ~-

• Plan!Speclffe 
10 Dept eclati011 & Attr0t Bzatiou 
11 Pfant Nonspecific 
12 Access (ln!ersta!e) 
13 AcceS$(lntlaQ\e) 
,. cu.tomerOpermlons (ex. S&C) 
1, snnng & conec:tion 
1& Cocpor.ate Opel alio1 I& 

17 ~-& Looses 
,s TOTALOPERATINGEXPENSES 

10 NotS!llle & t.ccal Income Toxes 
"' Not Fedenlllncome Tax 
21 Olh«_T"""" 
z: TOTAL OPERA.TING TAXES 

2> llET QPEl!ATTNG INCOME 

24 Teleeommun!catiorn, P1ont In Service 

"' Plant Ad]uslment 
2' Materials & SUpp!les 
:u Accumufated Depieclatlon 
2! Accumufated Arnoi tizatiod 
20 Accumuloled_ Deferred Toxes 

"' NETA1/IIBAGE RATE BA.SE 

31 RETURN ON RATE BASE 
:,:, RETURN ON EQUITY 

ISSIJE!S1a-b 

Anmnitlzed 
Test Year 

Before 
Side Record• 

(1) 

348,109.143 
248,399.363 
112,528.408 

3,818.935 
8,388.560 

18,096.792 
(M11.2§1l 

733.527.934 

117,634.532 
154,827.489 

62,355.959 
3,926.7SO 

27,200.583 
101,009.361 

7,092.521 
91,512.189 

(:152.385) 

565,207.009 

8,189.645 
29,111.402 
31~.981 
69,248.028 

99072.897 

2,079,782.815 
2,649.594 

19,944.722 
(840,540.617) 

(11,909.855) 
~61~.502) 

988,481.157 

10.02% 

/ssue1c(1a) Issue 1c(2•) rssue1c(3) 
Annualized Annualized Annualized 

SldeRec<>rd Side Record Side Record 
for Interest for Western for Interstate 

During Eleelrie Aff!L Depreeiaffon 
Conolruetion Interest Repreoeription 

(Ere-1) (Pre-2) (Pre.3) 
(2) /3) (4) 

1,543.287 (456.974) (24,371.895) 

1.543.287 (456.974) (24,371.895) 

1,559.353 
8,134.701 

9,694.054 

(1~28Zl 456.974 14,677.841 

19,854.345 (6,437.347) 

(6,266.746) 5,287.102 20,761.994 

(8,076.11Z) 

13,587 599 (1,150.245) 12 686.877 

-0.29% 0.06% 1.34% 

Issue 1c(4) /SSUE1c(1b) Issue 1c(2b) /$$U01d 
Annualized Adjust 

Side Record Company's Adjust Western 
for Property Annualized Interest Elec!rle Remove 

Held for Test Year During Affllla!ed Annualized 
Fuwre Use COnstruelion Interest Caller ID 
~ Q:'.re-6) 

(5) (5) (7) (8) (9) 

348,109.143 
248,399.363 
112,528.408 

3,818.935 
8,386.550 

18,096.792 
(5,811.287) 

733527.934 

117,634.532 
131,541.907 456.974 
62,355.959 

3,926.7SO 
27,200.583 

101,009.361 781.937 
7,092.521 

91,512.189 
(352.385) 

541,921.427 456.974 781.937 

9,748.998 (18.519) (51.608) 
37,246.103 (68.615) (255.961) 
31,946.981 
78,942.082 (87.134) (307.569) 

1 l :1,664.425 87.134 (456.97~ (474.368) 

2,093,199.813 114.480 
2,649.594 

19,944.722 
51.343 (820,706.924) (66.782) 1,150.245 

(11,909.855) 
~,520.619) (880.000) C0 

51,343 1,013,656.731 (832.302) 1150.245 
..;f 

-0.00% 11.11%. 0.02% -0.06% -0.05% I 
14.43% .... 

~ .... 
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Docket UT 125 
US WEST Communications, Inc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Year 

(S000's) 

Line 
No. Desal.e!!on 

1 I.Deal Semce & EAS 
2 NetworkAcceos 
3 LongDisl,rnce 
• OlrectO!Y 
• Bllllng&Cclled!on 
• Mi-IlaneolJs 
7 Uneolledlbles 
• TOTAL.OPERATINGREVENUES 

• Plant Specl!lc 
10 Oeprecl:zltfon & Amottizalioi I 
11 Plant Non.peclfle 

12 - {lnler3t,rt,,) 
13 Aceoss(lntrmate) 
,. Cust,,m«Opei,,flons(ex.B&C) 
,. Billing & Colleetlon 

" Corpo,,rte Opel"3tlons 
17 O!herGoln&& l..oo3es 
,. - TOTAL OPERATING EXPENSES 

1' NetS12!1e & Locol lncomo T,,..,, 
20 Net Foderol Income Tax 
21 O!herT=s 
22 TOTAL OPERATING TAXES 

"' NET OPERATING INCOME 

2:4 Tefecommunlcatfons ?lant in Service 
,. PlantAdj1.131ment 
20 M-& SUppf,eo 
xr Accumu!med Oeprecizjion 
2S Aecumutated Amortization 
20 Accumullrte<! Deferred T.,,,. 

30 NETAVERAGERATEBASE 

31 REl\JRN ON RATE BASE 
32 RETURN ON EQUITY 

tssu,,fe /:§Ue 1f lssue1g 
Remove 

Annuollzed Remove Different 
UP 96 S31~

0

of AnnuaITzed Operating Tax 
Exchanges 1996 W3ge Annualizatlon 

to PTI lnerea= Method• 
(Pre-11) !!:re-16) 

(10) (11) (12) 

4,0772'47 
9,001.528 

33.285 

87.089 
(107.191) 

13,092.055 

157.207 (2,594.392) 
5,122.595 

(1,354.929) 
(25.000) 

(3,790.000) 
(1,795.746) 

(439.000) 
(268.821) 

1,025.802 (6,013.888) 

769.536 396.917 1.269 
3,848.750 1,968,596 12.776 

308.662 (38.542) 
4,926.948 2,385.513 (24.497) 

7139.305 3648.375 24.4$7 

89,381.330 

(28,984.561) 

is,ass.231 l 393.116 

51,531,538 393.116 

0.19% 0.37% -0.00% 

ISSU8$ 11Hf lssue1m lssue2d fssue3a Jssue3b 
Annuollzed 

other TestYearas Interest USWEST USWEST 
Different stipulated Coordlna!ion Direct Direct 

Annuallzation SWilchlng (Fo:ed Directory Directory 
Methods Cclumm6 - Charges) Imputation Grov.ih 

throu<m13 (!'.0$!•2) (!'.ost-13) 
(13) (14) (14") .(15) (16) (16•) 

876.107 353,062.597 
(784.i'SS) 256,616.125 

1,305.329 113,833.737 
69.649 3,921.869 54,297.600 3,4$1.100 

8,388.560 
(706.841) 17,477.040 

1,571.075 !<4&17.386) 
2,330.553 748950.542 54,297.600 3,491.100 

115,1972'47 
137,121.476 
61,001.030 
3,901.760 

23,410.583 
99,995.552 

(31.283) 6,622.238 
91,243.368 

1352.2851 
(31.283) 538,140.969 

152.105 10,998.698 12.672 46.237 3,576.474 229.952 
769.105 43,520.754 62.766 229.011 17,714.386 1,138.958 
17.203 32,234.304 108.595 6.982 

938.413 86,753.756 . 75.438 275.248 21,399.455 1,375.892 

1,423.423 124055817 (Z§.438) ~75.248) 32898.145 2,115.208 

(8,328.031) 2,174,367.592 (242.884) 
2,649.594 

19,944.722 
188.553 (848,419.469) (5,938.595) 

(11,909.855) 

~ ~78,872.734) 

(8,139.4781 1057,lEll.850 {6181,479) ..;z 
I 

0.23% 11.73% 0.08% -0.03% 3.09% 0.20% ,_. 
15.54% 

~ .... 
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Docket UT 125 
U S WEST Communications. lnc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Year 

(S000's) 

Un& 
No. OeseifptiOll· 

1 LocalSO!'Vico & EAS 
2 Netwodc-
3 LCllllDlmnce 
'llh'e<:11,cy 
' Bl1l1ng & Col1c<:tlon 
• Mlotcl1aneous 
7 Unccllocbcles 
• TOTAL Ol'SRAl]NG j'!EVENUES 

• Plant Specific 
10 Deproo1atlon & Amor11zatlon 
11 Plant Nompec1flc 
12 A= [mte,,,!,de) 
13 A= (lntramte) 
14 Customer Operations (ex. S&C) 
15 Bl1ling & C0!1ecllon 
1e: Corponlte-Opetatiollt: 
17 QtherGaJr,g& l.osoes_ 
1• TOTALOl'SRATlNG EXPENSES 

10 Net state & Local Income Tl!XeS 
z, Net Fedem Income Tox 
21 otherTaxes 
22 TOTAL Ol'SRATlNG TAXES 

21 NET OPERAJlNG INCOME 

2' TetecommuntcatioM Plant fn Service 
25 Plant Adjustment 
20 MaterfoJg & Suppfres 
7J Accumulated Depreciation 
2S Aecumufated Amen tfzatfO! I 

20 Accumulated Delem,d Toxea 

;,o NETAVERAGERA'l'EBASE 

3' RETURN ON RA'l'E BASE 
32 RETURN ON EQUITY 

1-,e4tt Issue'lb Issue.tie 

UM753 
Rent Affifrate 

Compem,,tfon &Certain strategic 
study Leases Marketing 

~t-1) 
(17} (18) (1!/) 

5,347.325 (86.684) 
18,615.019 

(141,900) 

23,962.344 (86.684) (141.900) 

(1,661.573) 5.721 9.365 
(8,229:821) 28.337 46.387 

21.183 
(9,870.211) 34.058 55.752 

(14~1~ 52.628 86.148 

61,965.510 

(3,332.196) 
(19,203.254) 

11,oss.zm 

38 70.283. 

-1.84% 0.01% 

/ssuo4d(1) Tssue4d(2) fs,sue4d(3) Jssue4d(4) Tssue4" .fsstte4f 

Affifiated 
Growth in Af!lllated Interest 

Fax Fax Interest FCC Return Hea<tquartei,, 
Services Se!'Vic:eit Cha!lles License Component Allocations 

!Eos!-3) 
(20) (20a) (20b) (20c) • (21) (22) 

137.200 807.100 

137.200 807.100 

(154.255) 

(280.182) 

(269.584) 

(221.652) (136.312) (759.965) 

(221.6S2) (136.312) (1,463.986) 

9.037 53.162 14.629 8.997 96.623 
44.761 263.313 72.458 44.560 478.577 

0.274 1.614 
54.072 318.089 87.037 53.557 575.200 

83.128 489.011 134.565 82.755 888.786 

tp 
~ 

0.04% 0.01% 0.08% • ..... 
"1 ..... 



Docket UT 125 
U S WEST Communications, Inc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Year 

(SOCO's) 

Line 
No. Description 

1 Loc,i!Semce& EAS 
2 Ne<woric-
• t.,,ngO!mnee 
• Ci=to!y 
• illlf,ng & Collection 
• Mlseellon= 
r Uncolledlbles 
• "l"OT~_Q!'!:l'!A111!G REVENUES 

• Plant Speciffc 
10 De:pree-nrtion & Amortization 
11 Plant Non,peelffc 

12 - (lnlersla!e) 
13!>=,sa~) 
1" cu.tomer Operatiom< (ex. B&C) 
,. Bl1linl! & Collection 
,. corpo,,lt& Operations 
17 otherGolns&_t.osoe,,_ 
1S TOTAL OPERATING EXPENSES 

1• Netstate&t.,,catlneomeTaxes 
20 Net Federal Income Tax 
21 otherTOXM 
zt TOTALOPERATINGTAXES 

13 NET OPERATING JNCOME 

2.c. Tefecomrriunieatlot1$ F"fant in Service 
"' Plant Adjustment 
2S Materials& Supplies 
27 Accumula!«! Depr.clation 
2! Aeeumu!mid Amoroz.rtion 
2SI Ao:umu~Oef'erredT:axes 

lssue4g(1) Issue~) 

Revenue 
Requirement 

Part 64 Stitt Part64Stlll 
Regulated Regulated 
{Pt)st-10) 

(23) (23•1} 

4,517.316 3,472.397 
(25.949) 

4,491.387 3,472.397 

1,423.770 
1,137.732 
1,528.833 

3,090.908 

1,210.208 
115.784 

8,507235 

(283.781) 228.720 
(1,415.592) 1,132.856 

103.819 6.9<15 
(1,595.554) 1,368.521 

(2420.314) 2,103.876 

8,707.515 
9.756 

95285 
(3,405.456) 

(932.468) 

Issue 4g(l?) /ssue4h Issue&, 
Non-

regulated UP96 
VMS Costs In Sale of 

Promotional Columns18 Exchanges 
Offerings through21 toPTl 

(Pre-11) 
/23•2) (23b} (24) 

(3,755.138) 
(2,921.022) 

(31.317) 
(88.000) 

(94.538) (82.106) 
48.918 

(94.538) (6,828.~ 

4.182 (2,468.940) 
(5,180.098) 

(135.070) 
49.441 

2,822.032 
(218.190) 
345.566 

11.248 (207.800) 

15.430 (4,993.059) 

(6227) (1.018) (7.364) 
(30.843) (5.044) (36.47,ll 
(0.189) (87.7~ 

(37.259) (6.062) (131.582) 

(57.279) (9 3§!ll Cl .7JM.Q24l 

(90,202.348) 

29,412.068 

s,110.481 

i--c, ► 30 NET AVERAGE RATE BASE 4,4t4.t:i5.£ pL 01:::1. 

t"' 
. ·-·- ,--7991 

:i 
.i:,-H 

~ 

(X) 
.I>, 

o X 
...,, :,> 
ts,· 
,-.. 

31 RETURN ON RATE BASE 
o:, REnlRN ON EQUITY 

..0.30% 0.19% ..0.01% 0.66% 

l""ue51> !SSUesc Issue 5a Issue t'ib 

UP96 
Effect on 1995 1996 

UP96 Property EAS EAS 
stipulation Toxeo Conversion Conve~ion 

(Post-4) (!:ost-:?} 
(25) (26) (ZT) (28) 

138.001 1,129.882 

(Sfrl .284) (2,578245) 

5.035 8.503 
~248) (1.439.860) 

(296.903) (538.090) 

(296.903) (538.090) 

39.539 35.546 (28.441) (60.738) 
195.836 176.063 (140.869) (300.SoS) 

~-582) 1.578 18.506 
235.375 (326.973) (1fr7.732) (343.070) 

~.37§) 326.973 !,161.61ID (558.700) 

(31,631.984) 

12.345.086 

(19,288.898) ~ 
0.27% 0.03% -0.03% -0.06% ....:1 

I .... 
..;z 
..... 



Docket UT 125 
US WEST Communications, Inc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Year 

(S000's) 

Une 
No. pe.cription 

1 !..oea! Se!vlce& EAS 
2 Network-
3 Long Distance 
• Directory 
• 8ll1lng & Collection ·--7 Uneollodlb!eo 
• TOTAL OPERATING REVENUES 

• Plan!Speelfle 
10 Oepteclatfon&Amo1tization 
11 ?!ant Nonapeefflc: 
12 A=-(lntenltme) 
13 A=- (lnlrasta!e} 
14 Cuolomer Open,!!ons {ex. B&C) 
1• 8ll1lng & Collec!ion 
1• Corpoorn, Open!tions 
17 otherGains&~ 
1• TOTALO~TING EXPENSES 

,. Not stale & LDcallnc:ome Toxes 
20 Not Federol I"""""' Tox 
21 otherT.,.,. 
22 TOTAL OPERATING TAXES-

23 NET QPERA]JNQ INCOME 

24 Te!eeommtmieatio Plant In SeNiee 
,. PlantAd]uslment 
20 M-&SUp!)Iles 
zr Accumulated Oeprecist!on 
,. Accumuloled Amorllzal!on 
:ig Aeeumutated Deferred Taxes 

krsua Ile 
T:a.Tiff, Price 
&Contract 

Changes 
MadeA!!er 

Jan.1, 1995 

(29) 

15,937.304 

153.895 

(143.126) 
15,948.073 

8,203.569 

8~03.569 

490.090 
2,427.432 

318.894 
3~6.416 

4508.088 

fssue!d 

Sv.itehed 
Acee,;,; 

Filing 
(Post-11) 

(30) 

(2,526.514) 

4.010 
(2,522.504) 

(1,910.499) 

(1,910.499) 

(40.311) 
(199.662) 

(1.232) 
(241205) 

/370.800) 

(not 
used) 

(31) 

/ssue7a(1) Issue 7a(2) Jssue7b Jssue7c lssue7d 
Unfunded 

SFAS 106 SFAS10S Ailt.TPost- Disability 
Post- Post- re!lrement Pen.ton 

retirement re!lrement Benofils Payment Peno!on 
Benefrts Benefits Cos!:Sharing True--up Aecounting 
!!:ost~ !!:ost~ Agreement (Posts) !!:ost-S, 1g) 

(32) (32a) {33) (34) (35) 

225.339 

113.858 

168.916 

38.644 (492.278) (274.761) 

546.757 (492278) (274.761) 

(36.086) 9.952 32.490 18.134 {111.768) 
(178,735) 49.292 160.926 89.819 (553.569) 

(214,821) 59244 193.416 107.953 (665..357) 

(lru.93§] @2~ :298.862 168.808 665.357 

(4,854.494) 54,520.152 

~ i;; "° NETAVERAGERATEBASE /4854.494} 54,520.152 

:;:, "" :~ 
'--"H 
·X 0 . ,.,,:,,. 

N 
>--' 

....... 
(X) 
0, 

31 RETURN OIi RATE BASE 
32 RETURII OIi EQUITY 

0.42% -0.04% --0.03% 0.06% 0.03% 0.01% -0.72% 

fssue7e 

End of 
Compensated 

Absences 
Accrual 

(36} 

(401.500) 

(401.500) 

26.499 
131250 

157.749 

243.751 

0.02% 

~ 
...i 
I .... 

...i .... 
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Docket UT 125 
U S WEST Communications, Inc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Y car 

(S000"s) 

Line 
No. -~ptlon 

1 l.ocol Service & EAS 
2 Network A"""" 
3 LongDl<ttmee 
• Dl=!ory 
s Bll1lng & COilection 
• Mloce1laneous 
7 Uncolloctibleo 
• TOTAL_Q~TINGREVENUES 

• l'lantSpeelllo 
10 Depsecbtion&Amortizatfon 
11 P!m1t Nonspecific: 
12 AceeuOnterstate) 
13 Aceeu(lntrllstate) 
,. CustomerOpenlllons (e<. B&C) 
,s Bll1lng & COTiedlo11 
,. eoq,om,, epe,,,tlons 
i7 O!herGolns&l.os!les 
,. TOTAL OPERATING EXPENSES 

10 Net Sim>& IAcol lneome T"'°"' 
"' Net Feder.al Income Tax 

. 21 _9th«Taxes 
22 TOTAL OPERA_TIIIIG TAXES 

;, ffi;TOPERA11111GINCOME 

24 Tefecommurueatfons Plant 1n semee 
,. PlontAdjuo!ment 
,. Materlalo & Supplies 
zr Aeeumutmed Oepreeiation 
2.a: Aeeumulated .Amortization 
~ Aceumutated ~Taxes. 

,. WIT AVERAGE Rl>,TE BASE 

31 RETURN ON RATE BASE 
32 RETURN ON EQUITY 

{S$UO&I /ssuo8b(1) 
Team 

Performance 1996 
Awardz;& Oiieui,ational 
Officers" Wage 

lncenllveo lncrea= 
(Bonuses) ~re-16) 

(37) (38) 

(197.468) 2,594.391 

(2,778.204) 1,354.929 

(1,283.823) 1,795.747 

(1,051.826) 268.821 

(5,311.321) 6,013.888 

350.547 (396.917) 
1,736.271 (1,965.940) 

2.086.818 (2,362.~ 

3224.503 (;l,651JJS1) 

0.30% ..0.35% 

Issue Bb(2) /ssuoBb(2) 

1996-1997 
Wage& Payroll 

Salary (not Tax (not 
Increases used) In~ ""'1) 

(38a) (38b) (38c) (38d) 

1,605.489 46.300 

2,355.544 67.900 

3,111.797 89.800 

3,258.502 94.000 

10,331.332 298.000 

(681.868) (19.668) 
(3,377.312) (97.416) 

(4,059.180) (117.084) 

(6~72.152) (180.91§) 

...0.59% -0.02% 

/ssuo8b(2) 
[l=ieBo] 

Bonuses 
Included In 

Wage Base 

/38•) 

(58.733) 

(86.172) 

(113.837) 

(119.204) 

(377.946) 

24.944 
123.551 

148.495 

229.451 

0.02% 

/ssue8b(2) 
[lssue9a] 

Wage Base 
Related to 
Reengln'g 

(381) 

(156.439) 

(229.525) 

(303.214) 

(317.510) 

(1,006.688) 

66.441 
329.086 

395.527 

611.161 

0.05% 

/ssue8c 

SFAS109 
Accounting 
for Income 

Taxes 

/39) 

co 
~ 
I .... 
~ .... 
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Docket UT 125 
U S WEST Communications. Inc. 

Total Oregon Subject to Separations 
Adjustments to Annualized Test Year 

(SO00's) 

LJne 
No. ~on 

1 Local Service & EAS 
2 Ne1W0!1< Ace=, 
3 l.ongOlmnce 
• ll!rocto:y 
• Bnfing & Cofiecllon ·--7U~ 
• TOTAL OPERATING REVENUES 

• Plant Speeiflc 
10 Oepreciafiosi & Amort:izatfon 
11 Plant Nonopecfflc 
12 Accen(lntemote) 
1a A= Cmtrastrte) 
14 CUstome,-Opemlons (ex. B&C) 
,. Bllfmg & eonectron 
1e: Corporate Opei:ativn$ 
17 01!,erGalng&i..ones 
,. TOTAL OPERATING EXPENSES 

" Net stote & Local Income Taxes 
"' Net Fede!lll Income Tax 
21 otherTaxes: 
22 TOTALOPERATINGTAXES 

23 NET Ol'ERATING INCOME 

24 Toleeommunlcol!o Plan! In Service 
,. Plant Adjustment 
,. Ma!eriols & SUppfies 
zr Accumulated Depreclmfon 
2a Accumutated Arnottizatlun 
,. Accumuh!ted Deferred Taxes 

30 NETAVERAGERATEBASE 

31 RETURN ON RATE BASE 
"" RE'iURN ON EQUITY 

"""1e8d &sue Be Issue Bf 

SFAS 112 
Accmm!ing Ballot ORS 

for Poot- Mea.ure5 291.349 
emplcyment Property Income 

Benefits Taxes Tax Refund 
(!:'.ost.S) 

(40) (41) (42) 

222.064 (913.286) 
1,099.892 319.650 

(3,364.612) 
(2,042.656) (593.636) 

2,042.656 593.636 

0.19% 0.05% 

JssueBg 
UM7S7 
Oregon 

Deprecfation 
Repre-

soription 
~t-11l 

(43) 

28,897.735 

28,897.735 

(1,889.268) 
(9,357.601) 

(11,246.869) 

(17 650.8!l§l 

(14,448.866) 

5,676.960 

(8,771.908) 

-1.54% 

lssueBh 

Aircraft 

(44) 

mue81 /$$UO 8j 

Average 
Gn:lwth in 

Access 
Advertising Lines. 

(45} (46) 

24,219.789 

(215.823) 
24,003.966 

1,552.308 
7,688.626 

484.154 
9,725.088 

14,.:78.878 

1.34% 

Issue Bk 

Marketing 
Accrual 

Reversal 
!_Ere-10} 

(47) 

(529.375) 

(529.375) 

34.939 
173.053 

207.992 

321.383 

0.03% 

Issue Bf 

Information 
Management 

Systems 

(48) 

(492,827) 

(692.538) 

(1,185.365) 

78.234 
387.496 

465.730 

719.635 

0.06% 

~ 
~ 
I ,_ 
~ ,_ 
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Docket UT 125 
U S WEST Communications. lnc. 

Total Oregon Subject to Separations 
Adjustments to Annuar12cd Test Year 

(S000's) 

Line 
No. ~on 

1 L=!ISe<vk:e&EAS 
2N-'='= 
• Long !l!stmce 
< Oiroelo!y 
• Bll!lng & Co!led!on 
• Miscellaneous 
1 Uncolloctibles 
• J'OTALOl'ERATINGREVENUES 

• ~ Speeffic 
10 Oepra.iatto.1&.Amortizaffon 
11 Plant Nonspecific 
12 -~) 

,. - {lnll,lstote) 
1< cuotomer Oper:atiOM (ex. S&C) 
15 Bll!lng & Co!lectlon 
,o CorpoO!!e Oper:ationo 
17 Other Galn1>& L0soes 
10 TOTAL Ol'ERATING EXPENSES 

,. Net si.te & Local Income Ta:o,,, 
,o Net Fede!lll Income Tax 
21 Other r...,._ 
22 TOTALOl'ERATINGTAXES 

;, NET OPERATING INCOME 

>< Te!eeommunieotiono Plant In Service 
,. Plon!Ad]ustment 
20 Matertals & SUpplles 
ZI Aceumulaled Depreelal!on 
20 Aceumulaled Amortization 
"' Aecumu!a!ed Deferred Taxes 

;;; i;; 19 NETAVERAGERATEBASE 

§5 "' ~ ~ 31 RETURN ON RATE BASE 
o::, H 32 RETURN ON EQUITY 

" >:: -,, >· 
" ~ 

J.ssue8m Jssue8n fssue9a 

{ ii'~ :,-J Service 
Reen• 

Purohase PUC gineering 
Rebares Fee Cost, 

/49) (49a) (30) 

(477.846) (10,213.311) 

(37.517) (8,841.750) 

(6,676.559) 

(254.766) (8,108.521) 

(770.129) (33,840.141) 

50.829 (20.153) 2,233.449 
251.755 (lJ9.817) 11,062.342 

305.343 
302.584 185.373 13,295,791 

467.545 (185.373) 20.§!!,!.350 

0.04% --0.02% 1.93% 

Issue Sb /ssue9c /§Ue 10 TOTAL 
ADJS. 

Effects of Columns 
Extra- Adjuo!mento 7-13 

orcfmary Service on Intrastate ond 
Expenses Quality Separations 15-53 

(51) (52) (53) (54) 

42,621.292 
2,769.226 
(1,986.305) 

57,860.317 
(88,000) 

8,137.617 
1145.449 

110,459.596 

(6,523.026) (12,019.918) 
49,049.957 

(1,920.446) (10,242.731) 
24.441 

(3,713.460) 
(551,731) 51337.452 

(124.717) 
(8,404.768) 

115.784 
(8,995.203) 20,022.040 

593.683 5,242.510 
2,940.532 30,884.340 

(2.327 .149) 
3,534.215 33,7lJ9.701 

5460.988 56,637.855 

111,061.230 
9.756 

(3,236.911) 
(72,928.634) 

14,788.167 co 
49693.608 ~ 

I 
0.51% 4.81% ,_. 

8.67% 
~ ,-
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Docket UT 125 
U S WEST Communications. Inc. 

Tota! Oregon Subject to Separations 
Adjustments to Annualized Test Year 

(S000's) 

Lint, 
No. 

1 Local Service & EAS 
2 Nelworl(-

3 Long Distance 
• Dlroctoiy 
s Bmlng & eoneet10n 
• MI=naneous 
7 Uneohedibtes 
• TOTAL OPERATING REVENUES_ 

• Pion! Specfflc 
10 Depreciation & Amortization 
11 Ph!nt Non:,pecfflc 
12 Access OntemateJ 

13 - (lntrastate) 
14 customer Oper,rtlornt (ex. B&C) 
,. BlllinSI & Collection 

'" Corpome Operationo 
JI O!l1er Going & Losses 
1S TOTAL OPERATING EXPENSES 

1$1 Net state&. Lccat Income T~ 
20 Net Federal Income Tax 
21 O!llerTaxes 
22 TOTALOPERATINGTAXES 

,;i !!!§I OPERA]lliG INCOME 

24 Telecornmun!cotlono Plant In SeMce 
,. l'lan!A~ 
20 Materials & Supplles 
ZT Aceumufated Depreciation 
2a Accumulated Amorffzatton 
Zl Accumufated Deferred Taxes: 

,o !!!§I AVERAGE RATE BASE 

31 RETURN ON RATE BASE 
,:, RETURN ON EQUITY 

Compamon of Total Oregon and lntr.,st,,te Data 

TOTAL SEPARATIONS INTRASTATE 
OREGON FACTORS 

Exhibit 
columns Revised statf/3, 

plus Lambeth/5, 
Column54 Column& 

(55) (56) (57) 

390,TI0.435 100.0000% 390,730.435 
251,168.589 24.9529% 62,673.$4 
110,542.103 81.1872% 89,738.033 

61,679.252 100.0000% 61,679.252 
8,298.560 29.4870% 2,447.000 

26,234.409 85.7780% 22,000.664 
!1,665.818) calculated (4,221.053) 

843,987.530 74% 625,048.250 

105,614.614 71.9046% 75,941.755 
180,591.864 70.5557% 127,417.854 
52,113228 70.6700% 36,828.418 

3,951.201 0.0000% 0.000 
23,487.123 100.0000% 23,487.123 

"106,348.813 79.1095% 84,130.432 
6,967.804 67.2861% 41688.3$4 

83,107.421 74.3246% 61,769.258 
~.601) 70.5640% (186.955) 

561,943.467 74% 414,096.259 

14,991.508 74% 11,140.875 
68,130.443 75% 50,832.027 
29619.832 84% 24,760.507 

112,741.783 77% 86,733.409 

169,302.280 73% 124,218.582 

2,204,261.043 71.1624% 1,558,605.060 
2,659.350 71.1968% 1,893.372 

16,707.811 72.1797% 12,059.648 
(893,835.558) 70.8144% (632,822.659) 

(11,909.855) 73.8943% (8,800.704) 
~,732.452) 71.2912% (181,601.822) 

~ 1,063,350.339 71% 759,332.895 
~ 

15$.2% 16.36% I 
23.09% 23.88% 

I-' 

~ .... 
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Docket UT 125 
US WEST Communications, Inc. 
SEPARATIONS FACTORS 

~ 

Ravernms: 
1 Local Service & EAS 
2 Network Access 
, Long Distance 
, Dlreoto,y 
, BIiiing & Collection 
s Miscellaneous 
, Uncolleotlbles 

Expenses: 
, Plant Speolno 
, Depreciation & Amortization 
10 Plant Nonspecific 
11 Acoess Qnlerstate) 
12 Access (Intrastate) 
" Customer Operations (es. B&C) 
" BIiiing & Cotleotlon 
" Corporate Operations 
10 Other Gains & Losses 
11 Average Expenses 

Rate ease: 
" Teteoommunleallons Plant tn Service 
10 Plant Adjustment 
20 Materials & Supplies 
21 Aeoumulated Depreelallon 
22 Aeoumulated Amortization 
23 Acoumulated Deferred Taxee 
24 Average Rate Base 

Other Texes: 

" PUC Fee ,. Based on Book Cost (Property Taxes) 
27 Franchise Fees 
28 Portland License & PennH ,. FCC Fee 
30 Other Operating Taxes 
31 AVerage other Taxes 

State laaQl.rul Tax: 
32 Net Deferred Depreciation & Leases 
33 Depreolallon on side records 

"' Interest 

" Net Olher Additions (Deductions} 

" Calculated state Income Tax 
37 Prtor Deferred state Income Tax 

" Current State Income Tax 

"' Net Portland Income Taxes 

"' Current Deferred state Income Tax 

" Average Stale Income Tax 
fe-doral IOCQbl8 Jax: 

" Net Deferred Depraclatlon & Leases 
42 Depreciation on side records 
" current state Income Tax 
« current Portland Income Taxes 
" Interest 
" Net Other Additions (Deduotlcns) 
" Caloutated Federal Income Tax 
" Prtor Deferred F~I Income Tax 
" current Federal Income Tax 
oo current Deferred Federal Income Tax 
,, lnvestmen!Tax Credtts 
02 Average Federal Income Tax 

Final 
Factors 

100.0000% 
24.9529% 
81.1872% 

100.0000% 
29.4870% 
85.7780% 
catoulated 

71.9046% 
70.5557% 
70.6700% 
0.0000% 

100.0000% 
79.1095% 
67.2881% 
74.3248% 
70.5640% 

sum 

71.1624% 
71.1968% 
72.1797% 
70.8144% 
73.8943% 
71.2912% 

sum 

catculaled 
calculated 

100.0000% 
100.0000% 

0.0000% 
71.2971% 

sum 

70.5557% 
70.5557% 
caloutated 
71.2971% 
catoufated 
70.0702% 

sum 
71.2971% 
70.0702% 

sum 

70.5557% 
70.6557% 
calculated 
71.2971% 
caloulated 
71.2971% 
calculated 
70.0702% 

sum 
70.0702% 
71.1652% 

sum 

APPENDIX A 
PAGE 20 of 21 
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Docket UT 125 
U S WEST Communications, Inc. 
NET-TO-GROSS FACTORS 

Line Local 
No. Service 

(a) 

1 Base Year 100.0000% 

Uncolleclibles: 
2 Local 0.8911% 
3 Access 
4 Long Distance 
6 Directory 
6 BIiiing & Collection 
7 Other 
8 Net Intrastate Uncollectibles 0,8911% 

9 Franchise Fees 1.7990% 
10 PUC Fee 0.2000% 
11 State Income Tax (SIT) Base 97.1099% 
12 SIT Statutory Rate 6.2700% 
13 SIT Effective Rate 6.0888% 
14 Federal Income Tax (FIT) Base 91.0211% 
15 FIT Statutory Rate 35,0000% 
16 FIT Effective Rate 31.8574% 

17 NET-TO-GROSS MULTIPLIER I 169,0230% I 

The local net-to-gross multiplier (shown In 
the box above) has been used to compute 
the revenue requirement amounts. 

Network 
Access 

(b) 

100.0000% 

0.1587% 

0.1587% 

0.2000% 
99.6413% 
6.2700% 
6.2475% 

93.3938% 
35.0000% 
32.6878% 

164.7280% 

97-111 

Long 
Distance 

(c) 

100.0000% 

0.7203% 

0.7203% 

0.2000% 
99.0797% 
6.2700% 
6.2123% 

92.8674% 
35.0000% 
32.5036% 

165.6620% 

APPENDIX A 
PAGE·21 of 21 191 
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1 

2 

3 

4 

BEFORE THE PUBLIC UTILITY COMMISSION 
OF OREGON 

In the Matter of the 
5 Application of US WEST 

Communications, Inc., 
6 for an Increase in Revenues. 

7 

8 I, PARTIES 

UT 125 

STIPULATION 

Slaff/2 
Lambeth/1 

9 The initial parties to this Stipulation are U S WEST 

10 Commun:l,cations, Inc.. (USWC) and Public Utility Commission of 

11 Oregon (staff). This stipulation will be made available to the 

12 other parties to this Docket, who may participate by signing and 

13 filing a copy of this Stipulation. 

14 II. RECITALS 

15 On December 18, 1995, USWC filed a petition for an increase 

16 in revenues pursuant to Order No. 91-1598. Staff subsequently 

17 conducted extensive discovery. Staff submitted a settlement 

18 offer to USWC. After exchanges of information and discussions, 

19 staff and USWC enter into this Stipulation for the purpose of 

20 partially resolving issues in the revenue requirement phase 
.: ,· 

21 (Phase I) of this .Docket. This stipulation represents only a 

22 partial settlement, and all issues not settled herein remain 

23 contested. 

24 Ill 
25 Ill 
26 Ill 
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III. STIPULATION 

USWC and staff stipulate and agree as follows: 

Staff/2 
Lambeth/2 

1 

2 

3 1. Issue No. 1 involves the Test Year and Annualization 

4 Methods. 

5 (a) In partial settlement of Issue No. 1, staff and USWC 

6 agree to the figures or amounts listed (i) in Column 14, 

7 "Annualized Test Year," in Schedule 1 (Intrastate Oregon) 

8 and Schedule 2 (Total Oregon Subject to Separations) (both 

9 schedules attached hereto) and (ii) in the ·column entitled 

10 "Factors Used in Columns 14-52" in ·scheµu.1.e • 3 (Separations 

11 Factors) (schedule attached hereto).. . Staff and USWC 

12 specifically do not agree upon the figures or amounts found 

13 in column 14a, •switching Assets," of Schedule 1 and 

14 Schedule 2; 

15 (bl Further, in partial settlement of Issue No. 1, staff and 

16 USWC. agree to the figures or amounts listed in Schedule 4 

17 (Net to Gross Factors) (schedule attached), Staff and USWC 

18 specifically do not agree whether the factors in Schedule 4 

19 should be further modified to reflect Issue Bf, ORS 291.349. 

2-0 2. Issue No. 2 involves the Cost of Capital. In partial 

21 settlement of Issue 2, staff and uswc agree that for purposes of 

22 this case only: 

23 (a) _USWC' s capital structure is 44. 5 percent debt and 55. 5 

24 percent equity; 

25 (bl USWC's cost of debt is 6.98 percent; and 

26 /// 
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Staff/2 
Larnbeth/3 

9.7 • 1 Z l 
1 (cl An ·interest coordination adjustment should be made using 

2 the weighted cost of debt of 3.1061 percent. 

3 Staff and USWC specifically do not agree on the rate of return on 

4 equity. 

5 3. Issue 4a involves the Rent Compensation Study portion of 

6 Issue 4 (Affiliated Interests and Corporate Allocations) . In 

7 partial settlement of Issue 4a, staff and uswc agree: 

8 (a) It• is appropriate to use the corporate allocation 

9 faqtors that result from the resolution of Issue 4f 

10 (q_grporate Allocations) ; 

11 (bl The effects of Docket UM 753 1 on allocated leases 

12 covered in ·the rent compensation study should be included; 

13 and 

14 (cl The nonregulated portions of the rent compensation study 

15 should be removed from the annualized test year. 

16 USWC does not agree that any costs related to square footage per 

17 employee greater than 300 square feet should be disallowed. 

18 4. Issue 4c involves the Strategic Marketing portion of 

19 Issue 4 (Affiliated Interests and Corporate Allocations). In 

20 settle~~nt of Issue 4c, staff ·and uswc_agree: 

21 The annualized test year should be adjusted to remove 

22 several affiliated expenses, as shown in Schedules 1 and 2, 

23 Column 19. 

24 

25 

26 

1 The agreement to include the effects of docket UM 753 is that 
which is ultimately determined after all court appeals, to the 
extent appeals are made. 
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Staff/2 ~. z ~ l ., l. ◄ Lambeth/4 ... 
1 5. Issue 4d (3) involves the Affiliated Interest Charges 

2 portion of Issu(;l 4 (Affiliated Interests and Corporate 

3 Allocations) . 

4 agree: 

In settlement of Issue 4d(3), staff and USWC 

5 The annualized test year should be adjusted to • remove 

6 several affiliated expenses, as shown in Schedules 1 and 2, 

7 Column 20b. 

8 6. Issue 4e involves the Affiliated Interest Return 

9 Component portion of Issue 4 ·(Affiliated Interests· and ·corporate 

10 Allocations). In settlement of Issue 4e, sta.'ff ana:uswc agree: 
) 

11 (a) The annualized test year shoul~ be adjusted to include 

12 the affiliated interests' rate of return (ROR) charged to 

~3 USWC at USWC's authorized ROR; and 

14 (b) The ROR used in this adjustment should be the rate 

15 authorized by the Commission in this docket. 

16 7. Issue 4f involves the Headquarters Allocations portion 

17 of Issue 4 (Affiliated Interests and Corporate Allocations). In 

18 partial settlement of Issue 4f, staff and uswc agree: 

19 (a) In determining the corporate allocation factors, it is 

20 appropriate to use the factors that became e·ftective January 

21 1, 1996; and 

22 (b) It· is also appropriate to consider the effects of 

23 exchange sales that occurred after the development of the 

24 corporate allocation factors 

25 January 1, 1996. 

26 Ill 
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Staff/2 
Lambeth/5 

9,7 -1? 1 
1 Staff and USWC do not agree on the amount of any resulting 

2 adjustment. 

3 8. Issue 4g1 involves the Part 64 Still Regulated (Post-

4 10) portion of Issue 4 (Affiliated Interests and Corporate 

5 Allocations). In disposition of Issue 4gl, staff and uswc agree: 

6 The appropriate amounts for the total Oregon Part 64 

7 adjustment are listed in Column 23 of Schedule 2, 

8 Staff and USWC do not agree on staff's contention that (1) reve-

9 .nues should be imputed to render certain services revenue neutral 

10 or (2,t,,.,.revenues and expenses of these services should be 

11 separated between intrastate and interstate operations. 

12 9. Issue Sa involves the UP 96 ·sale of Exchanges °(Pre-ll) 

13 portion of Issue 5 (Docket UP 96 Sale of Exchanges). In partial 

14 settlement of Issue Sa, staff and USWC agree: 

15 (a) The annualized test year should be adjusted to include 

16 the effects of the PTI sale; an_d 

17 (bl The amounts or figures listed in Line Nos. 1 through 7 

18 (Revenues) , 10 (Depreciation), 12 and 13 (Access), 15 

19 (~illing & Collection) , and 24, 27 and 29 (Rate Base) of 

20 <;9lumn 24 of Schedules l and Schedule 2 are appropriate 

21 adjustments. 

22 Staff and USWC do not agree on the amount of the adjustments for 

23 Line Nos. 9 (Plant Specific), 11 (Plant. nonspecific), 14 

24 (Customer Operations), and 16 (Corporate Operations) found in 

25 Column 24 of Schedules 1 and 2. 

26 /// 
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Staff/2 
Lambeth/6 

9,7 .. l 71 
l 10. Issue Sb involves the UP 96 Stipulation (Post-4) 

2 portion of Issue 5 (Docket UP 96 Sale of Exchanges). In 

3 settlement of Issue Sb, staff and USWC agree: 

4 The intrastate annualized test year should be adjusted to 

5 include the effects of the stipulation in Docket UP 96, as 

6 shown in Schedule 1, Column 25. 

7 11. Issue Sc involves the UP 96 Effect on Property Taxes 

8 portion of Issue 5 (Docket UP 96 Sale of Exchanges). In 

9 settlement of Issue Sc, staff and uswc agree: 

10 The annualized .test year sho.uld •be adjusted to include the 

11 property i~ savings resulting from the sale of exchanges to 

12 PTI, as shown in Schedules 1 and 2, Column 26. 

13 12. Issue 6a involves the J.995 EAS Conversion (Post-7) 

14 portion of Issue 6 (Operating Revenues). In settlement of Issue 

15 6a, staff and uswc agree: 

16 The annualized test year should be adjusted to include the 

17 1995 EAS conversions, as• shown in Schedules J. and 2, 

18 Column 27. 

19 13. Issue 6b involves the 1996 EAB ·Conversion portion of 

20 Issue 6 (Operating Revenues). In· settlement :Cif •Issue· 6b, staff 

21 and USWC agree: 

22 The annualized test year should be adjusced to include the 

23 effects of the 1996 EAS conversions, as shown in Schedules J. 

24 and 2, Column 28. 

25 Ill 

26 Ill 
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Staff/2 
Lambeth/? 

9,? - 1 71 
1 14. Issue Gd involves the Switched Access Filing (Post-11) 

2 portion of Issue 6 (Operating Revenues). In settlement of Issue 

3 Gd,. staff and USWC agree: 

4 The annualized test year should be adjusted to inc;lude the 

5 switched access changes, as shown in Schedules 1 and 2, 

6 column 30. 

7 15. Issue 7b involves the AT&T Postretirement Benefit 

8 Sharing portion of Issue 7 (Employee Benefits). In settlement of 

9 Issue 7b, staff and USWC agree: 

10 The annualized test year should be adjusted to include AT&T 

11 unfunded pos_tretirement benefits cost-sharing, as shown in 

12 Schedules 1 and 2, Column 33. 

13 16. Issue 7c involves the Disability Pension Payment 

14 True-Up (Post-8) portion of Issue 7 (Employee Benefits). In 

15 settlement of Issue 7c, staff and USWC agree: 

16 The annualized test year should be adjusted to include a 

17 disability pension payment true-up, as shown in Schedules l 

18 and 2, Column 34. 

19 12,, Issue Sbl involves the 1996 Occupational Wage Increases 

20 (Pre-lEi,l portion of Issue 8 (Operating Expenses and Taxes). In 

21 settlement of Issue Sbl, staff and USWC agree: 

22 The annualized test year should be adjusted to include the 

23 January 1, 1996, occupational wage rate changes, as shown in 

24 Schedules 1 and 2, Column 38. 

25 /// 

26 /// 
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Staff/2 
Lambeth/8 

9,7- l Z l 
1 18. Issue 8c involves the SFAS 109 Accounting for Income 

2 ·Taxes portion of Issue 8 (Operating Expenses and Taxes) . In 

3 settlement of Issue 8c, staff and USWC agree: 

4 Adoption of SFAS 109 has no revenue requirement effect for 

5 USWC, as shown in Schedules 1 and 2, Column 39. 

6 19. Issue 8d involves the SFAS 112 Accounting for 

7 Postemployment benefits portion of Issue 8 (Operating Expenses 

8 and Taxes). In settlement of Issue 0d, staff and USWC agree: 

9 Adoption of SFAS 112 has no revenue requirement e·ffect for 

10 USWC, as shown in Schedules 1 and 2, ·cc°lumn 4·0. 

11 20. Issue Be involves Ballot Measure 5 Property Taxes 

12 (Post-6) portion of Issue_ 8 (Operating Expenses and Taxes). In 

13 settlement or Se, staff and USWC agree: 

14 The annualized test year should be adjusted to include the 

15 effects of Ballot Measure 5 property taxes, as shown in 

16 Schedules 1 and 2, Column 41. 

17 21. Issue Bg involves the Oregon Depreciation 

18 Represcription (Post-14) portion of Issue 8 (Operating Expenses 

19 and Taxes). In settlement of Issue ag, staff and USWC agree: 

20 The annualiz·ed test year should be adjusted to include the 

21 new depreciation rates authorized in Docket UM 767, as shown 

22 in Schedules land 2, Column 43. 

23 22. Issue Bh involves the Aircraft portion of Issue 8 

24 (Operating Expenses and Taxes). In settlement of Issue Bh, staff 

25 and USWC agree: 

26 Ill 
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Staff/2 
Lambeth/9 

9,7 - 1 71 
1 No aircraft adjustment should be made, as shown in 

2 Schedules 1 and 2, Column 44. 

3 23. Issue Bi involves the Advertising portion of Issues 

4 (Operating Expenses and Taxes). In settlement of Issue Bi, staff 

5 and USWC agree: 

6 No advertising adjustment should be made, as shown in 

7 Schedules 1 and 2, Column 45. 

8 24. Issue Sm involves the Purchase Rebates portion of Issue 

9 B (Operating Expenses and Taxes). 

10 staff and USWC agree: 

In settlement of Issue Bm, 

11 The annualized test year should be adjusted to include 

12 purchase rebates, as _shown in Schedules land 2, Column 49. 

13 25. Issue 10 involves Separations. In partial settlement 

14 of Issue 10, staff and USWC agree: 

15 The intrastate separation factors used to initially separate 

16 the test year (as ~hewn in Schedule 3) should be modified to 

17 include the effects of the sale of exchanges to PTI, the 

18 1995 EAB conversions, and the -1996 EAS conversions. The 

19 modified separations factors will be used to develop the . ' .. ,· . 
20 adjustment for Issue 10 by taking the difference between the , . , 

21 test year as initially separated and test year separated 

22 with the modified separations factors. 

23 However, Staff and USWC do not agree on the expenses, rate base, 

24 and taxes which affect the final separations factors. 

25 /// 

26 /// 

PAGE 9 - STIPULATION 

DEP/JtTMllNT OF JUSTICE 
1162 Col>rt Slt«t N,B, 
Stk:m, O~on. 97310 

(500)378-«>03 
APPENDIX B 
PAGB 10 of 20 

202 



1 26. 

Staff/2 
Lambeth/10 

9,7 ... 1 71 
This Stipulation covers only the issues listed herein 

2 and shall not preclude any party from litigating aqy issues not 

3 covered by this Stipulation. 

4 27. The parties agree that the agreements reached in this 

5 Stipulation will not be cited in other proceedings as indicative 

6 of a party's position on the issues resolved or as any type of 

7 precedent for other cases. 

8 28. Although the parties stipulate and agree herein to 

9 certain amounts or figures, such stipulations do ·:not constitute 

10 any agreement or acquiescence by any party to • the method or 

11 theories used by any other party in deciding to enter into this 

12 Stipulation. No party agrees that the method used by any other 
' 

13 party in reaching this Stipulation is appropriate or superior. 

14 29. The parties recommend that the commissiori adopt this 

15 Stipulation in its entirety. The parties have negotiated this 

16 Stipulation as an integrated document. Accordingly, if the 

17 Commission rejects all or any part of this Stipulation, or adds 

18 elements to the Stipulation in any Order which are not 

19 contemplated by the Stipulation, each party reserves the right to 

20 withdraw from the Stipulation upon written ·notice to the 

21 Commission and the other parties· within fifteen (15) days of 

22 rejection. 

23 30. The parties agree that this Stipulation in no manner 

24 binds the Commission in ruling on this docket and does not 

25· restrict the Commission's exercise of its discretion in this or 

26 any other proceeding. 
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tJ S WEST Communteallono, lne. 
INTRASTATE OREGON I Jssuo 1m fssu92d fssue4c lssu•4d(3) Jssus 5b /ssus 5c /SSU968 

SCHEDULE1 
""""'•l I Interest UP9S 

Coordination - Effect on 1995 
Annua!zed SW!tehtng (Rxod S1rategle lnteroot UP96 Frop<rty EAS 

l.t!• T931Year Assalo Chatges) Matl<aUng Chorg<lll SHpulatlon T8X8s Convorsion 
No. 0.,oiiotton !fosl-2) {Potl-S) !fosl-4) [Post-:1) 

(14) (14a) (15) (19) (2Db) (2S) (25) (27) 

t Loca!Sarv!e&&EAS 353,002.597 138.001 
:t Network.ACC&!S 65,200.447 
• LongO!stonco 92,995.221 (867.284) 
,rnn.:to,y 3.921.869 
s B1111ng & Collection 2,476.000 

·=- 14,874.324 
1 uneon~ (,!,893.509) 5.035 
• 70TAL OPERATING REVENUES 528t636.949 ~S.248} 

• Plant Spocffle 82,732.431 
to Dep,eclattoil&Afflo1ttzstlott 9$,971.$93 
I I f'lont Nonspecl1le 43,128.081 

1t - (lnler!1a!&) 0.000 
1, Aceoss{lntr8st,te) 23,410.583 (296.903) 
1, etr.mmerOperelloM: (ex. B&C) 79.426.367 
" Bllllng& Colleellon 4,806.062 

" capcroteOporsl!ons 67,715.353 (105.310) (164.497) 
11 01h8r Gains & Losses {248.6!!ZJ 
11 TOTAL OPERATING EXPENSES 397~.633 {105.310) !164.4m (296.903) 

10 Nat S1ato & Locsl !ncom& Toxao 6,363.216 10.316 56.073 6.950 ·10.867 27.878 25.283 (28.441) 
,c Nat Fed""'1 Income Tax 23,638.874 51.094 277.734 34.426 53.774 138.083 125.227 (140.869) 
fl"OtherTaxes ~401.929 (383.074) 1.578 
22 70TAL OPERATIN8 TAXES 561404.019 81.410 233.807 41.376 64.631 165.961 [232.564) {167.732) 

~ !!!lIOPEllATINalNCOM!, 74,m;m (61.410) 1233.SQZ) ~934 :lll,8M (16§l1!!1l 232.564 !281.613} 

,. P!antlnSarv!e& 1,545,649.082 (172. 184) 
:s PJantAdjt.mment 1,884.420 

'C > " Materlalo& SUppfie,; 14,401.037 
> 'C "' Aeeumulamd Deprecial!on (603,025.372) (4,859.838) {22,400.000) 
G'l 'C 

~ Accumufatad Amorttmtion (8,788.485) r- (/) 
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OockotUT125 
u s WEST communtca1!on,, Inc. 

INTRASTATE OREGON I / .. U96b [5$U9 6d lssus 7b Jssoo 7c Issue Bb(1) Issue Be Jssuesd Jssue89 lsSU98g 
SCHEDULE1 AT&T Unfunded SFAS 112 UM767 

'•l Pos:trettrament D! .. bmty 1996 SFAS109· AccounHng Ballot Oregon 
1998 Switched Benefits. Panslon Occupattonal Accounting for Post-- Measure 5 Depracla1ion 
EAS Acee .. Cost-Sherlng Payment Wage for Income employment Property Ropro-

Lina Convmlon Fl\lng Agreement True-up lncrea,as Tax.es Benefi~ Taxes scriptton 
No. l)e,afe!!2!J (Po•t-11} (Posl-8) (!".m-16) (Post-6) (foot-14) 

(28) /30) (38/ (34) (38/ (38) "(40) (41) (43) 

1 l.oeai -& EAS 1,129.882 
2 Network Aecess (1,582.542) 
• Longoi.tanoe- (2,578.245) 

• Dlreelocy 
s Bllllng & Colleotlon 
t ~118neOUS 
7 unooneetlbl~ 8.503 2,511 
• TOTAL OPERA TING RE.VENUES {1,439.860) !1,560.031] 

• PTMt Speeffie 1,863.240 

to llei>r-& Amortizal!on 20,325.655 
n P!ant Nonspecffic 957.898 
12 Acee.. (lnlffltato) 
13 Aeccm: (fn~te) (538.090) (1,910.499) 
lot Ctmom8r Opem.Hons (ex. S&C) 1,426.360 

•• Bllllng & eonect1on 
i• Corporat8 Opemtlons (365.339) (203.911) 199.503 
,,. Other GafM& lcS:S'es 
,. TOTAL OPERATI!lG EXPENSES (528.090) (1,910.499} (365.339) (203.911) 4,447.001 20,325.655 

11 Nst state & Loc8J lllC'Ol'n8 Tax~ (60.738) 21,766 24.112 1$.458 (293.502) 169.768 (1,328.844) 
20 Net Federal lnootn9 Tax (300.838) 107.815 119.429 66.659 (1,453.725) 840.868 (6,581.808) 
21. ·OlherTt'IXM 18.608 0.656 (e,5'12.248) 
2' TOTAL OPERATING TAXES (343.070) 130.239 143.541 60.117 {1,747.2271 {1,561.6121 fZ2!10.652) 

n l!fil OPERATING INCOME 1558.700) 200~ 221-Zl,S 123,794 (2,S99JZ4) 1,561.612 (1g,415.~ 

2-4 Planttn SoJvlee 
2S Plant AdJtmme,nt 

'Cl:,,, ~ Materi8b & Suppli~ 
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Ooe!<et UT 125 
U S WEST COmmunlcal!ono, Jne. 
INTRASTATE OREGON 

SCHEOULE1 

U1e 
No. Deserlptlon 

t Local Se111ic8 & EAS 
z Network Acee~ 
:, Long Dlstaneo 
' Dlrac:lo<y 
s 8J1Jfng & eottectron ·--' Uncol!oe!lbl~ 
• TOTAt. OPERA.TING: REVENUES 

, Plant Spoeillc 
•• Depreciation & Amo,ttza!!on 
11 Pion! Non,pecfflc 
12 A=(lntemats) 
,. Aee80$ (lnm,'1ale) 
1.c Ctm:,merOperatkms (ex. a&C) 
,. Billlng & eorreet1on 
,. Cocpoo,le Operollon• 
11 _ Other G~& ~ 
11 TOTALOPERATINGE)C!'ENSE§ 

11 NetState&t.ocaJ Income Taxes 
,. Net FedenlllncomeTax 
~ • Othet_T8X9S 
Z? TOTAL OPERATING TAXES 

., NET OPERAJlNG INCOME 

2< Plfflt In Serik:e 
,. -~nt 
,. M.-. & SUppll .. 
,:, Accumulaled Doprociatlon 
2a Accumulated Amot1izafion 
_2t A®ufflutated Oehl[!Bd T~ 

~AVERAGE RATE BASE 

/$$U98h ,~ua8l 

Alrcra1! Adv8111sfng 

(44) (45} 

lssu&Bm 

Purchruio 
Rebates. 

(49) 
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pocke\ UT 125 
us WEST Communtcallons, Inc. 
Tola) Oregon Sub). lo Separations 

SCHEPUI-E2 

l.Jne 
M~ 

fSD00's) 

~tton 

I Loool Service & EAS 
2 Network Access. 
:s Long Distance 
• Oirecto1'y 
' 8flllng & Collec!lon 
c Ml,ceDMeous 
,u~ 
a TOTAi.OPERATING REVENUES 

• PlontSpeolffc 
10 Depledatlou& Amortization 
11 Prant Ncmpeclfle 
12 Accoss (Interstate) 
i, Accoss (Intrastate) 
" cu.tomor Oporatlons (ex. B&C) 
,s B!lllng & Collec!lon • 
1• Co{poeat&~tlons 
17 Other GmM & Los~ 
1• TQJAL _QPERATING EXPENSES 

1• Not.state & Local Income Taxes 
20 Net Fodera! Income Tax 
21 ·otherT~· 
z, TQ_fAt.QPEfil\T!NG TAXES 

t, NETQPEflA=lll§G=IN=COME 

24 Pfm,UnSeMce. 
,s PlantA~l 
,. Matoria!S & SUppll9o 
'7 Ao:umulated Dapreciallon 
2t. Accurnu1tited Amortt?atton 
~ _Ag:umlJtnted~efen'ed_TS:X:M 

lO NETAVERAGERAil;BASE 

Annuailzed 
Toot Year 

(14) 

353.0e2.597 
256,&16.125 
113,833.737 

3,921.869 
8,386.560 

17,477.040 
~347.~ 

748,950.542 

115, 197 .347 
137.121.476 
61,001.030 

3,901.760 
23,410.583 
99,995.552 

6,622.Z38 
91,243.388 

352.3B 
538? 140.989 

10,998.698 
43,520.754 
32.234.304 
86,753.756 

:12~2~g1z 
2.174,367.592 

2,649.594 
19,944.722 

(848.419.469) 
(11,909.855) 

(278,872.734} 

l_,_O§Z_T59,8SQ 

JSSU9 1m lssus2d }SSU94C /$$U94d/9) 

lntarest 
Coord"ma.tion Affiliated 

SWltehlng (fixed Strategic Interest 
A.sets Charges) Marketing Chargo, 

(Poo!-2) {l".ost-S} 
-{14a) /15) (19) (20b) 

(141.900) (221.652) 

(141.900) (221.852) 

14.524 46.237 9.365 14.629 
71.937 229.011 46.367 '72.458 

86.481 275.248 65.752 87.087 

(82 ~21} ~248} as 1gs j~4,~S 

(242.131) 

(8,842.558) 

C/:~4.!l!!!!I 

.. f 

Jssuo4g{1) Issue Sa lssus Sc /S:SU9 6a 

UP96 UP96 
Sale of Effect on 1995 

Part64Stlll Exchange~ Property EAS 
Regulated lo PT! Taxes Conversion 
(Post-10) ~11) {fost~7} 

(23) {24) (26). {27) 

(3,755.138) 136.001 
(2.921.022) 

(867.284) 
(31.317) 
(88.000) 

4,517.316 (82.106) 
(25.949) 48.918 5.035 

4.491.367 @,828.66§ ~6248) 

1,423.170 (2,468.940) 
1,137.732 (5,180.098) 
1,528.833 (135.070) 

· 49.441 
2,822.032 (296.903) 

3,090.908 (218.190) 
345.566 

1,210208 (207.800) 
115.784 

8~7.235 (4.993.059) (296.903) 

'(283.781) (7.$64) 35.546 (2".441) 
(1,415.592) (36.474) 176.063 (140.869) 

103.819 (87.744) ~.582) 1.578 
(1.595.554) (1$1.582) (326.973) (167.732) 

!2~~H} (1~~4) ~97S ~l 9.J3} 

8,707.515 (90,202.348) 
9.758 

95285 
~ ($,405.456) 29,412.068 

~ rm (932.4§8} 81110.481 7J CJ) SD -
~,!Z~§,,2 (52.679.WJ I SD o 3 SD 

(0 ::, 0- a::!: .... (D (!) (0 !\) ~g- -
~ 
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PocketllT125 
U s WEST Communlcallons, Inc, 

Total Oregon SufJJ. lo separations 
SCHEDULE2 

Uno 
No. 

[S000's} 

o..cripllOn 

, l°""I Serilco & EAS 
z Netwcrk AeceS$ 

• Long llbtmlce 
• otroelOly 
s Bll!lng& Coll9cl!on ·-1 Unecl!-
• TOTAL_ClPERATING REVENUES 

• Plant Specffle 
10 Oeprectation & Amortization 
11 Plant Nonspsc!llc 
" A.,.... (lntffllato) 
1:, ACCEm (intmstate) 
" CU.tcmorOpeml!ons (ox. S&C) 
.. Blllng& Collocilon 
1c. Corporate Operations 
17 Other~&Los$BS 
•• TOTAL OPERATING EXPENSES 

1t Net Stale & Locol Income Taxos 
2a Net Fedem1 lncom0 Tax 
:n ·OlherTmes 
"' TOTAL O}'ERATING _TA)g;S 

~ NET QPERAJJNG Jt,ICOME 
2< Plant In SO!VIC9 
2S Pr:mt Ac:gmtment 
,. Ma!9rlm& SUpplles 
n Aa:umufated Doproc!ation 
tt Accomulslad Amortllation 
~ _A.~ated Oeferr84 TU<8$ 

l" NETAV§I!AGERAJE_M_SE 

{$SU9Bh 

A!rcran 

(44) 

l~U98! 

A<ivertblng 

(45) 

/$$UB8m 

Purchase 
Rebates 

(49) 

(477.846) 

(37.517) 

(254.766) 

(770.129) 

50.829 
251.755 

302.584 

.4§ZM§. 

co 
...i 
I 

I-' 

...i ,... 

7J en &"22 
lll o 3 lll ro ::;;-
CD (!) O"~ 
c,, a. (l) /\) 

,:; ~ iii" ~ 
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Pocket UT 125 
Us WEST Ccmmunlcallons, Inc. 
Total Oregon SubJ. !<>Separalions 

SCHEDUlE2 

Line 
~ 

/$00D'sl 

Deocrlpt!on 

, Local sen.ice & EAS 
• Network Actess • 
, long rn.tanca 
, Directory 
s Blt1lng & CoUecHon 
t Ml~ll'8t180Us 

7 _ t,lncoffectfbles 
• TOTAL OPERATING REVloNUES 

, Plants~ 
10 Depredation & Amortization 
11 P1ent Nonspecific 
" Aocoss (Interstate) 
'" A~ (intra$mt8) 
,,. ~ Opeffiflons (ex. S&C} 
1s Bmlng & Cotleetlon 
ti CO<porate Opora!ion, 
17 _Other G_!ins. ~ LOS:$e_S 

11 ]"OT~_QP~AllNG EXPENSES 

,,. Net Stat& & local Income Taxes 
20 Net Federal Income Tax 
21__:_0lherT~ 
22 J"C)TAL,OPJiM,IJNGTAXES 

,,i ll!IT 0!1§!A..<!NG 11!>,QM!;. 

:• Plant in ScMce 
:s Plant.~ent 
., Ma!8ria!s & SUppl!es 
"' Accumuhl!ed 08p,edallon 
21 Aceumutated Amorttza'!iOn 
2t AccumUTa.ted. Oefarred Taxes 

~ )l§! t,mt,G!; !!Alla BASE 

/ffiJO 6b 

1S9S 
EAS 

Converslon 

(28) 

1,129.882 

(2,578.245) 

8.503 
(1;;\S9.880) 

(538.090) 

(538.090) 

(80.738) 
(300.838) 

18.506 
(343.070) 

{5§81QQ} 

lnuo6cf Issue 7b ls_sue 7c 
AT&T Unfunded 
Postretirement D!sabffily 

SWltehed Benefits Pension 
Acea" Cost-Sharing Payment 

Fillng Agreement True--'!P 
(Eost-11] {Post-Ill 

(SO) (83) (34) 

(2,526.514) 

4.010 
(g,522.504) 

(1,910.489) 

(492.278) (274.7S1] 

(1.910.~ (492.278) (274.76.1) 

(40.311) 32.490 18.134 
{199.662) 160.926 89.819 

(1.232) 
(241.20~ 193.416 107.953 

(mm!Q) ~88§2 j8S808 

I=• Bb(t) lssuo Be !SSU98d Issue 8@ Jssue8g 
SFAS 112 UM7f57 

1S9S SFAS 109 Accounting Ballot Oregon 
Occupational Accounting tor Post- Measure 5 Deprndetion 

Wago for.Income employment P,-oparty Repro-
Increases Taxe• Benefits. Taxes scrlption 

(Ero-16) {?ost-§l Q::osM4} 
(SB} (39) (40} (41) (43) 

2.594.391 
28,897.735 

1,354.929 

1,795.747 

2SS.S21 ·CC 
S,013.SSS 28,897.735 ~ 
(398.917) =.064 (1,889.268] • (1,965.940) 1,099.892 {9,357.601] ..... (3.364.612) 

(g,362.8§1'.l (2.042.656) (11,246.869) ~ 
(3§21_~1} Z.042.656 (17 §50 86§) .... 

(14,448.86$) r- (j) 
-0 Cf.> 

Sl) -5.676.950 Sl) 0 3 §: co ::;-
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Uno 

Docket UT 125 
U S WEST Communications, Inc. 
SEPARATIONS FACTORS 

.l!2:... 
Revenues: 

1 Local Seivloo & EAS 
2 Network Mooss 
, Long Dlotanoo 
• Dl!tl-0\o,y 
, BUllng & Colleolion 
< M!Scoilal\eous 
, Untolleotibles 

Exr,,mses: 
, Plant Spedllo 
, Depreo!allon & Amorllzatlon 
10 Plant Nonspeclllo 
11 Acoess (lnWstate) 
12 Acooss Qnlrasteta) 
,. customer Oporatlons (ex. B&O) 
,. Billing & Colleotion 
" CO<po,ato Op<>ratlons 
" Other Gelns & Lossos 
11 Avert!IJ(J Expenses 

Bate BMe! 
" Plant In SeMoo 
10 Plant A~slment 
" Mater!ols t,, Supplles 
21 AocumUlatod Deproclatlon 
., AcclmJ!atod AmortlZlll!on 
" l\oouTiualed Deferred T8l<OS 
24 Avera'J(} Rate aase 

Olhm:Taxei:,: 
,s PUCFee ., 8a$ed on Book cost (Property Tax•s) 
Z1 Fiaocl~,. Fees 

" Portland UconS8 & Permit 

" FOCF88 ., Other opcratlng Toxas 

" AVOOJ(J'l Ott"" Troces 
Sta~ lll!22fll~ I.ax· 

" N•t Deferred Depreolatlon & Leases ., Dep,oclal!on on side reoords 

" Interest 

" Nat OthO! Additlons (Daduotions) .. oakuatod Stato 1noomo Tox 

"' Prior Deterred Slate lnoome Tox .. currant Slate lnsorne Troe 

" 
Not Pon!and lncomo Taxes .. currant Deterred State Income Tax ... Avorog,, State Income Tax 
Eetltral IOQQWf!! TU! 

<11 Net Deferred OfJpreolatl:on & L~ses 
.ta Depreciation on akla records 
41 current Stale lnoome Troe 
.« Cum:mt Portland Income Te.xes 
45· loterest 
" N•tOlher Addittons (DedUotions) 
" Ollloualed FedeieJ lnoorn• Tox 
" Prior Deferred Federal Income Tex 
(9 O.irrenl FedereJ Income Troe 
ro current Oeferred Federal Income lax 
,1 kwasunent lax credits 

Factors Usod 
In Columns 

14-52 

100,oooo<'/o 
25.4078% 
81.6939°/o 

100,0000°/o 
29.6234% 
85.1078% 
ca/C<Jtated 

71.8180% 
70.3365% 
70.6973% 
.0,0000% 

100,0000% 
78,4289% 
67,7627% 
74.2140¾ 
70.6G40'/4 

sum 

71,0911% 
71.1297¾ 
72.2069% 
71.0237% 
73,7906% 
71,2241% 

sum 

calcu/atod 
calculated 

100.0000% 
100,0000% 

0.0000'% 
71.23-00% 

sum 

70.3365% 
70.3365% 
calculated 
71.2300o/, 
calculated 
70,0031'/2 

sum 
71.2300% 
70,0031% 

,um 

70,3365¾ 
70.3365% 
calculated 
71,2300¾ 
calctJtated 
71.2300'¾t 
cslcufated 
70,0031'/, 

,vm 
70.0031% 
71.09810!. 

Staff/2 
Lambeth/18 

Schedule 3 

l 9,7 --1 71 
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Line 
No. 

1 

2 
3 
4 
5 
6 
7 
8 

9 
10 
11 
12 
13 
14 
15 
16 

17 

Base Year 

Uncollectlbles: 
Local 
Access 
Long Distance 
Dlrectoiy 
Billing & Collection 
Other 
Net Intrastate Uncollectlbles 

Franchise Fees 
PUC Fee 
State Income Tax (SIT) Base 
SIT Statutoiy Rate 
SIT Effective Rate 

Docket UT 125 
U S WEST communications, Inc. 
NET·TO·GROSS FACTORS 

Local 
Service 

(a) 

100.0000% 

0.8911% 

0.8911% 

1.7990% 
0.2000% 

97.1099% 
6.6000% 
6.4093% 

Federal Income Tax (Fil) Base 90.7006% 
FIT Statuloiy Rate 35.0000% 
FIT Effective Rate 31.7452% 

-.::.1: 

~' 

NET-TO-GROSS MULTIPLIER 16~,6200% 

Network 
Access 

(b) 

100.0000% 

0.1587% 
,. 

0.1587% 

0.2000% 
99.6413% 
6.6000% 
6.5763% 

93.0650% 
35.0000% 
32.5728% 

165,3j jQ0b 

Staff/2 
Lambeth/19 

Schedule 4 

Long 
Distance 

(c) 

100.0000% 

0.7203% 

0.7203% 

0.2000% 
99.0797% 
6,6000% 
6.5393% 

92.5404% 
35.0000% 
32.3891% 

166,24ZQ~ 
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1 

2 

3 

4 

BEFORE THE PUBUC UTILITY COMMISSION R E C E I V E D: 

5 In the Matter of the 
Application of U S WEST 

6 Communications, Inc., 
for an Increase in Revenues. 

7 

8 I. PAR~ 

OF OREGON 

UT 125 OEC 1 1 19913 

Public UtllllY Commission of Orogoo 
Mmlnlstratlvo tti61ln&s Division 

l SECOND STIPULATION 

9 'I1te initial parties to this Second Stipulation are U S, WEST Communications, Inc. 

10 (USWC), and the Public Utility Commission of Oregon's staff (staff). 'I1tis stipulation will 

11 be made available to the other parties to this Docket, who may participate by signing and 

12 filing a copy of tltis Second Stipulation. 

13 Il. RECITALS 

14 On December 18, 1995, USWC flied a petition for an increase in revenues pursuant 

15 to Order No. 91-1598. Staff subsequently conducted extensive discovery. Staff submitted a 

16 settlement offer to USWC. • After exchanges of infonnation and discu~sions, staff and USWC 

17 entered into ·a stipulation on August 2, 1996 ("the first Stipulation"), for the pmpose of 

18 partially resolving issues in the revenue requirement phase (Phase I) of this Docket. 

19 After further exchanges of infonnation and discussions, staff and. USWC enter -into 

20 this Second Stipulation for the puxpose of resolving some other issues in the revenue 

21 requirement phase (Phase I) of this Docket. This Second Stipulation.represents only a partial 
' \, .. 

22 settlement, and all issues not settled herein, or in the 'first Stipulation, remain contested. . . . J 

23 

24 

m. STIPULATION 
. '~ . : 

USWC and staff stipulate and agree as follows: 

25 1. .Issue lb h)volves Net-to-Gross Factors. Staff and USWC agree.to use the net

'l6 to-gross factors shown in Exhibit Staff/3, Lambetlt/4; Columns d through f. 'I1tis agreement 

PAGB 1 • SECOND STIPULATION 

DEPAR'l1.IENTOF ll)6'll0E 
1162 CourtStroclN,D, 
s.iom, Orccon m10 

o~fff.l' 
Appendix C 
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1 supplements the partial settlement of Issue No. I in the first stipulation, page 2. 

2 2. Issue 4g(I) involves the Part 64 Still Regulated portion of Issue 4 (Affiliated 

3 Interests and Co1porate Allocations). In settlement of Issue 4g(l), Staff and USWC agree to: 

4 (a) Allocate 74.65 percent of USWC's total Oregon miscellaneous revenues 

5 to intrastate operations. 

6 (b) Separate USWC's total Oregon expenses between interstate and 

7 ,intrastate jurisdictions. 

8 The resulting adjustment is shown in Exhibit Revised• Staff/3, Lambeth/IO, Column 23 • .. , 
9 .. 3.,;,:: ... Issue 4g(2) involves the imputation of revenues to render the Part 64 Stlll 

. io Regulated services revenue-requirement-neutral. Issue 6c reflects the nonnalization of 

11 Tariff, Price and Contract Changes made after January 1, 1995. Staff and USWC agree that 

12 $94,538 of net revenues associated with Issue 6c is attributable to Voice Messaging Service 

13 promotions. Therefore, staff and USWC agree that, if the Commission adopts both of staff's 

14 adjustments under Issues 4g(2) and 6(c), the imputation amount under Issue 4g(2) should be 

15 reduced by $94,538 to prevent double-counting of new Voice Mail Service revenues. If the 

16 Commission adopts neither, or only one, of these two staff adjustments, no change is 

17 required. 

18 4,., Issue 7a(l) involves the SPAS 106 Postretirement Benefits portion of Issue 7 

19 • (Employee Benefits). In settlement of Issue 7a(l),. Staff and USWC agree on the amount of 

20 the adjus1:n,1ent as follows: 

21 (a) If tl1e Commission adopts staff's recommendation to amortize the 

.. 22 Transition Benefit Obligation (TBO) as though no .curtailments related to 

23 reengineering have been or will be recorded, then the amount of the adjustment.shall 

24 be as shown in Exhibit Revised Staff/3, Larl1beth/l 7; Column 32; or 

25 (b) If tl1e Commission adopts USWC's position that curtaihnent expenses 

26 . will continue during some portion of the period when rates from this Docket are in 

PAGE 2 - SECOND STIPULATION 
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I effect and should be spread over the entire rate period, then the Commission should 

2 adopt USWC's adjustment as shown in Exhibit USW/92, Total State, page 8, column 

3 32b, 

4 5. Issue 7d involves the Pension Accounting portion of Issue 7 (Employee 

5 Benefits). In settlement of Issue 7d, staff and USWC agree to (1) leave the negative expense 

6 in USWC's operating expenses, (2) leave accumulated deferred taxes in USWC's rate base, 

7 and (3) add the pension asset to the rate base. The resulting adjustment is shown in Exhibits 

8 Revised Staff/3, Lambeth/17, Column 35, and USW/92; .. Total·State;·page ~. Column 35b, 

9 6. Issue 7e involves the End of Compensated Absences Accrual·portion of Issue 7 

10 (Employee Benefits). In settlement of Issue 7e, staff and USWC agree to adjust the test year 

11 for this accrual, which will end ln December 1997.- The resulting adjustment is shown in 

12 Exhibits Revised Staff/3, Lambeth/17, Column 36, and USW/92, Total State, page 9, 

13 Column 36. 

14 7. Issue 8b(2) involves the Other Payroll Changes portion of Issue 8 (Operating 

15 Expenses and Taxes), Staff and USWC agree that the payroll tax expenses should be 

16 increased by $298,000. Staff and USWC also agree on how to calculate the wage increase 

• 17 adjustments, which are shown in Attachment 1 to this Stipulation, which attachment is 

18 incorporated herein, but USWC does not agree that the adjustments should be included in the 

19 test year. 

20 8. Issue Sf involves the ORS 291.349 Income Tax Refund portion of Issue 8 

21 · (Operating Expenses and Taxes). In settlement of Issue Sf, staff and USWC agree that the .. 

22 effective state income tax rate should be 6.27 percent (to reflect the effects of periodic tax 

23 refunds). This agreement affects USWC's current i.ucome tax expenses and the net-to-gross 

24 factor. See·Exhiblt Staff/I, Lambeth/71-72. However, the amount of the adjustment (see 

25 Exhibit Revised Staff/3, Lambeth/17, Column 42) depends on which of the other adjustments 

26 the Commission adopts in 'this Docket. 
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I 9. This Second Stipulation covers only the issues listed herein and shall not preclude 

2 any party from litigating any issues not covered by this Second Stipulation. 

3 10. The parties agree that the agreements reached in this Second Stipulation will not 

4 be cited in other proceedings as indicative of a party's position on the issues resolved or as 

5 any type of precedent for other cases. 

6 11. Although the parties stipulate and agree herein to certain amounts or figures, 

7 such agreements do not constitute any agreement or acquiescence by any party to the method 

8 or theories used.by any other party in deciding to enter into this Second Stipulation. No 

9 . party agrees that the method used by any other party in reaching this Second Stipulation is 

10 appropriate or superior. 

11 12. The parties recommend that the Commission adopt this Second Stipulation in its 

12 entirety. The parties have negotiated tlils Second Stipulation as an integrated document. 

13 Accordingly, if the Commission rejects all or any part of this Second Stipulation, or adds 

14 elements to this Stipulation in any order which are not contemplated by this Stipulation, each 

1~ party reserves the right to withdraw from tltls Stipulation upon written notice to the 

16 Commission and the other parties within fifteen (15) days of rejection. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 
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I 13. The parties agree that this Second Stipulation in no manner binds the 

2 Commission in mling on this Docket and does not restrict the Commission's exercise of its 

3 discretion in this or any other proceeding. 

4 

5 

6 U S WEST Communications, Inc. 

7 By:~ 'l(. V'f~ 
8 Title: .~ ~ 
9 Date: 17~ ol-t.; lf7{o 

10 

11 Public Utility Commission Staff 

12 By: ~~- . 

13 Title: ~~.y ~ 
14 Date: ~,, ;fi /fY} 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

WBW0604.PLE 
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Docket UT 125 
U S WEST Communications, Inc. 

TOTAL OREGON 
Issue 8b(2), Other Payroll Changes 

1¥!' 
·-, ... 

1996 Pai'roll Changes 
1 Wage Increases 
2 FICA, SaVlngs Plans & Group Life 
3 Total 1996 Wage Adjusbnents 

1997 Payroll Changes 
4 Wage Increases 
5 FICA, SaVlngs Plans & Group Life 
6 Total 1997 Payroll Changes 

Payroll 
Changes 
Before 

Disputed 
Issues 

(B) 

1,907,271 
222,045 

2,129,316 

7,423,101 
778,915 

8,202,016 

Issue Oa 
Team 

lncentlves 
Included In 

Management 
Wage Base 

(b) 

(168,658) 
(19,636) 

(188,293) 

(169,876) 
(19,TT7) 

(189,653) 

Issue 9a 

Reenglneered 
Wages 

Included In 
Wage Base 

(o) 

(471,597) 
(47,594) 

(619,191) 

{476,003) 
(47,938) 

(622,941) 

9,7-1 71 
Attachment 1 

Total 
Disputed 

Adjustments 
(b)~cl 

(d) 

(640,265) 
(67,229) 

{707,484) 

{644.879) 
(67,716) 

(712,594) 

Adjusted 
Total 
(e) 

1,267,016 
164,816 

1,421,832 

6,778,222. 
711,200 

7,489,422 

7 Total Payroll Changes 10,331.332 /377.946\ (1,042.132) (1,420.078) 8.911;264 

Accowit,Qls!dbu!IQn; 
8 Plant Specific 15.54% 1,605,489 
9 Plant Nonspecific 22.80% 2,355,544 
1 o Customer Operations 30.12% 3,111,797 
11 Cmporate Operatlons 31.54% 3,258,502 
12 Total Operatlng Expense 10.331,332 

(68,733) (161,947) 
(86,172) (237,606) 

(113,837) (313,890) 
(119,204). (328,689) 
(3IZ,946) (1,042,132) 

(220.680) 
{323,778) 
(427,727) 
{447,893) 

(1.420,0Z§) 

1.384,809 
2,031,766 
2,684,070 
2,810,609 
8,911.264 
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Docket UT 125 

Fig. Tariff 
No. FIiing 

2NO REVISED STAFF EXHIBIT 

9,7. 1? l 
Staff/86 

Ball/2 

PRICE CHANGES MADE AFTER JANUARY 1, 1995 
Tariff Data 

Number of 
Effeollve Annual Annual Days to Add 

Date Revenues Expenses Annualized 
PtrUSWC'I Work Pul.lSWC'1 w,:,o,; Test Year ,.,....,.,,. ,,,..._.,, ...... ...... c«..2-JJJ1.1,1~5 
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Docket UT 125 
U s WEST Communloatlons, Inc. 

ISSUE 11, CALCULATION OF REFUND 
($ Thousands) 

Appendix A __ _c_Pr-'--'o"'po""'s"'al"'"s __ _ 
Column Staff USWC Una 

JjQ,_ ----=ls=su=a~N=u=m=ba=r~a=nd~De=s~orl~p~tfo=n~--
(a) 

Number (Note 1) (Notes 1-2) 
(b) (o) (cl) 

2 

3 

4 
5 
6 
7 
8 
9 
10. 
11 
12 
13 
14 

15 

12-MONTH REFUND WITH INTEREST: 
Total Local and Access Charge Refunds 

(from May 1, 1996, through Aplil 30, 1997) 
Total Interest compounded at 11.2% 

TOTAL 12-MONTH REFUND WITH INTEREST 

BASIS QE REFUND: 
Estimates and Forecasts 
Imputations 
Dlsalklwances of Recorded Data 

Tola! Dlspllted Adjustments 
comp;etsty Settled ISSl!es 
Cost Of Cilpltnt 
Other Adjustments 

TOTAL 
Ballot Measure 5 Refunda (Note 3) 

Page 2, line 49 
Page 2, line 62 
Page 2, line 57 

Page 2, Mne n 
Page 2, line 86 
Page 3, line 104 

t..ocal Revenue Requirement Subject to Refund 
Difference In Revenue Requirement Caused 

by Acoosa Charge Net-to-Gross Faotors 
TOTAL 12-MONTH REFUND (before Interest) 

AD,lllSTED TEST YEAR: 
16 Looal Revenues Appendix A, Col. 55 
17 Access Revenues Appendix A, Col. 55 
18 Total Revenues Subject to Rate Reductions 
19 Rate Bas,, Appendix A, Col. 55 
20 Rate of Return on Rate Base 
21 Return on Rate Base Authorized 
22 Net OperaUng Income Appendix A, Col. 55 
23 ANNUAL NET OPERATING INCOME REQUIREMENT 

CAI CIJLATION OF LOCAL REFUND: 
24 Annual Net Operailng Income Requirement 
25 Looal Net-to-Gross Faotor (Note 4) 
28 Looal Revenue Requirement 
27 Looal Revenues as• Peroont of Total Revenues Subject to Refund 
28 Portion ofTotal Refund App!l<lable to Looal 
29 Ballot Measure 5 Refunds (Note 3) 
30 Looal Refund (before Interest) 

($71,021) 
(3,862) 

(14,995) ---
($89,878) 

45,851 
(93) 

$0 
45,851 
11.858 

(34,734) (56,288) ---'==-'-' 
($100,406) 

877 
$22;975 

an 
$0 {$99,529) ==~ 

31 Interest Compounded at 11.2% (May 1, 1996, through April 30, 1997) (see page 4) 
32 12-MONTHS' TOTAL LOCAL REFUND (l'Mh 12 months' Interest) 

CALCULATION OF ACCESS CHARGE REFUND: 
33 Net Operating Income Requirement 
34 Looal Net~o-Gross Factor (Note 4) 
35 Access Charge Revenue Requirement 
36 Access Revenues as a Percent or Total Revenues Subject to Refund 
37 Access Refund (before Interest) 
38 lnterestCornpounde<I at 11.2% (May 1, 1996, through April 30, 1997) (see page 4) 
39 12-MONTHS' TOTAL ACCESS CHARGE REFUND (With 12 months' Interest) 

~ 

Order 
(•) 

($96,219) 
5 569 

$101 788 

($70,923) 
(3,862) 

(14,988) 
($89,na) 

45,851 
(93) 

(53,422) 
($97,437) 

an 

341 
{$96,219) 

$390,730 
62674 

$453,404 
$759,333 

8,767% 
$66,571 
124,219 

{$57,648) 

($57,648) 
169.023% 
($97,437) 

86.2% 
($63,991) 

an 
($63,114) 

($57,648) 
164.728% 
($94,962) 

13.8% 
($13,105) 

~56) 
1$13,86! • 

(1) Amounts are shown after Stipulation Nos.1-2, based on the local net-to-gross factor (169.023%). See start Exhlbtt 89 Lambeth 1. 
(2) Issue 14 ls shown as revised by USWC on December 16. 1996. 
(3) For the property tax refund, see staff Exhibit 1 Lambeth 70, footnote 58, 

86.2% 
13.8% 
100'& 

(4) For the neUo-gross factors, aee Stipulation No. 1, Part Ill, paragraph 1(b), and Staf!Revlsed Exhibit 3 Lambeth 4, line 17, Columns d-e. 
• APPENDIX E 

"''"''""'"'>-1 .PAGE 1 OF 4 

221 



Line 
.1!Q,__ 

46 
41 
42 
43 
44 
46 
46 
47 
48 
49 

50 
51 
52 

53 
54 
55 
56 
57 

58 
69 
60 
01 
62 
63 
84 
65 
66 
67 
58 
69 
70 
71 
72 
73 
74 
75 
76 
77 

78 
79 
80 
81 
82 
83 
84 
85 
66 

Docket UT 125 e.z - 1 U S WEST Communications, Inc. • 
ISSUE 11, CALCULATION OF REFUND 

($ Thousands) 

Appendix A Proeosals 
Column Staff uswc 

Issue Number and DescrleHon Number (Note 1) (Notes 1-2) Order 
(a) (b) 

Estimates 1md Eorecasls: 
3b, U S WEST Direct Directory Growth 16a 
4d(1 ), Fax SeJVtoes 20 
4d(2), Growth In Fax Services 20a 
4g(2), VMS Revenues 23a2 
6o, Tartff, Price & Contract Changes 29 
8), Average Growth In Access Lines 46 
81, lnfonnallon Management Systems 48 
9a, Serv!ce Reenglneertng Costs 50 
9b, Extraordinary Expenses 51 

_1:§.lTAL ESTIMATES AND FORECASTS 

lmni:rtatiQDs: 
4g(2)f.Part 84 Still Regulated - Revenue Requirement 23a1 
7e, 'End or Compensate<! Absences Accrual 36 

·roTAL IMPUTATIONS 

!;!isolloYil!DG!!li !!f Bec11rdg!l [!!lta: 
aa, Team Awards & Officers' Incentives (Bonuses) 37 
8b{2), Wage Jnoreases Rela1e<I to Bonuses 38e 
8b{2), Wage lnoreases Relate<! to Reenglneertng 381 
llo, Serv!ce Quality 52 

TOTAL DISALLOWANCES OF RECORDED DATA 

Adi!!&ltnen!l; to (agl11de in the Befuml Galcylation 
where fhe amounts depend no whosA adju~ 

Completely Settled Issues: 
2d, Interest Coordination 15 
4a, Rent Compensation study - Stipulated Portion 17 
4o, Strateglo Marketing 19 
4d(3), Affiliated Interest Charges 20b 
4g(1), Part 64 Still Regulated 23 
5b, UP 96 Stipulation 25 
5o, UP 96 Effect on Property Taxes 26 
6a-b, 1995-1996 EAS conversions 27-28 
6d, Swltohe<I Access FIiings 30 
7b, AT&T Unfunded Postretlrement Benefit Shartng 33 
7o,'Dlsablllty Pension Payment True-up 34 
7d,:Penslon Accounting 35 
8b{1 ), 1996 Ocoupatlonal Wage lnoreasas 38 
8b{2), other Payroll Changes • Payroll Taxes 38c 

. 8c-<f, SFAS 109 and 112• CJ,angesln Accounting 39-40 
66, Ballo! Measure 5 Property Taxes 41 
8g, Oregon Depreciation Represcrlpllon 43 
Oh-1, Alrorall and Advertising 44-45 
81, Purchase Rebates· 49 

TOTAL SETTLED ISSUES 

2, cost of Cnpttal Issues: 
1 a(2), Annualize<! Test Year 14 
4a, Rent Compensation Study 17 
4o, Affillated Interest Retum Oompon<mt 21 
4g(1), Part 84 Still Regulate<! 23 
Sb, UP 96 Stipulation 25 
7d, Pension Accounting 35 
Bg, Oregon Depreciation Represortptlon 43 

TOTAL COST OF CAPITAL ISSUES 

(c) 

(3,676) 
(120) 
(704) 

(9,351) 
(24,135) 

(928) 
(25,558) 
(6,650) 

(!:1,021) 

(3,558) 
{306) 

{3,862) 

(4,008) 
(289) 
(798) 

{9,900) 
(14,995) 

664 
16,830 

(108) 
(169) 

3,656 
(1,912) 

(393) 
1,367 
(336) 
(376) 
(209) 

5,460 
4,563 

228 

(2,639) 
19,989 

{573) 
46;851 

(4,383) 
4,394 
(104) 

!93) 

(d) 

·-

584 
16,830 

(108) 
(169) 

3,556 
(1,912) 

(393) 
1,387 
(338) 
(375) 
(209) 

6,460 
4,563 

228 

(2,639) 
• 19,989 

{573) 
46851 

7,038 
4,626 

28 
(120) 
340 
{54) 

11 858 
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(•) 

(3,575) 
(120) 
(703) 

97 
(9,351) 

(24,135) 
(928) 

(25,658) 
{6,650) 

!Z0,923) 

(3,558) 
{306) 

(3,862) 

(4,008) 
(289) 
(771) 

(9,920) 
{14,988) 

564 
16,830 

(108) 
(169) 

3,556 
(1,912) 

(393) 
1,387 
(338) 
(375) 
(209) 

5,450 
4,563 

228 

(2,839) 
19,989. 

{573) 
45851 

(4,383) 
4,394 
(104) 

{93) 

71· 
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Line 
JjQ,__ 

87 
88 
89 
00 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 
101 
102 
103 
104 

105 
106 

107 

Docket UT 125 
U S WEST Communications, Inc. 

ISSUE 11, CALCULATION OF REFUND 
($Thousands). 

Appendix A ProQo·sals 
Column Slaff uswc 

Issue Number and Desor!Qtion Number (Nole 1) (Notes 1-2) 
(a) /b) (c) (d) 

Other Adjustments: 
1 m(2), swttolllng Assets 14a (617) 
3a, U s WEST Direct Olreotol)' Imputation 16 (55,605) (34,652) 
4a, Rent compensation Study- Floor Space 17 (776) 
4b, UM 763 Afflllato & Certain Leases 18 (64) 249 
4d(4), FCC Ucense 200 (391) 
41, Headquarters Allocations 22 (2,815) (1,351) 
41l, Nonregutated Costs Removed In Col. 18-21 23b 12 
5a, UP 96 Sale or Exchanges 24 (3,180) (1,371) 
7a(1), SFAS 106 Postretirement Benefits 32 416 1,313 
7a(2), Unfunded SFAS 106 Postrellrement Benefrts 32e (485) 
8b(2), Olher P<1yro!I Changes - Wage Increases '38a 7,910 
er, ORS 291.349 tnoome.TaxRefUnd 42 (748) (811) 
81<, Marketing Accrual Reversal 47 (403) 
om, PUC Fee 49a 232 
1 o, Separations 63 228 
14, Effects of Oooket UM 351 on Access Revenues (Noto 2) 1,889 
Roondlngs 

TOTAL OTHER ADJUSTMENTS TO INCLUDE 
IN THE REFUND CALCULATION, Where amoonts 
depend on Whose adjustments are adopted {56,286) (34,734) 

Annual Local Revenue Requirement Subje<>l to Refund (100,406) 22,976 
Ballot Measure 5 Refunds (Noto 3) 877 an 

LOCAL REVENUE REQUIREMENT SUBJECT TO REFUND (99,529) 0 

Order 
(a) 

(617) 
(65,605) 

(64) 

(1,115) 
12 

• (3,179) 
•416 

.. _(485) 
.--;7,010 
' ,; {738). 

(403) 
231 
219 

(4) 

(63,422) 

(97,437) 
an 

(96,560) 

~ 
(1) Amoonts are shown after SUpulatlon Nos. 1-2, based on the local net-lo-gross factor (169.023%). See Staff Exhibit 89 Lambeth 1. 
(2) Issue 14 ls shown as revised by USWC on December 16, 1996. 
(3) For the property tax refund, see Staff Exhibit 1 Lambeth 70, footnote 56. 
(4) Fotlhe net-to-grosa factors, see Stipulation No. 1, Part Ill, paragraph 1(b), and Staff Revised Exlllbtt 3 Lambeth 4, fine 17, Columns d-e. 
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Line 
J:lQ,_ 

1 

2 
3 
4 
6 
6 

7 
8 
9 
10 
11 
12 
13 

14 

Docket UT 125 
U S WEST Communications, Inc. 

ISSUE 11, CALCULATION OF INTEREST ON REFUND 
($ Thousands) 

Looal Revenues Access Charges 
MonUliy Monlhly 
Refund Interest Balance Refund Interest Balance 

(o) (b) (c) (d) (e) (0 

Interest Rate • 11.20% 

May 1996 (6,926.2} (32.3) 
June 1996 (6,926.2) (97.3) 
July 1996 (6,926.2} (162.8) 
August1996 (6,926.2) (229.0) 
September 1996 (6,926.2) (295.8) 
Ootobar 1996 (6,926.2) (363.2) 
November 1996 (6,926.2) (431.2} 
December 1996 (6,926.2) (499.9} 
Janull!Y 1997 (6,926.2) (569.2) 
Februll!Y 1997 (6,926.2) (639.1} 
March 1997 (6,926.2) (709.8) 
Aprll 1997 (6,926.2} (Z81.0) 

TOTAL (83,114.4) (4,810.6) 

(6,958.5} (1,092.1) 
(13,982.0) (1,092.1) 
(21,071.0) (1,092.1} 
(28,226.2) (1,092.1) 
(35,448.2) (1,092.1} 
(42,737.6) (1,092.1) 
(50,095.0) (1,092.1) 
(57,521.1} (1,092.1) 
(65,016.5) (1,092.1) 
(72,681.8) (1,092.1) 
(80,217.8) (1,092.1) 
(67,925.0) (1,092.1) 

(13,j05.2). 

(5,1) (1,097.2) 
(15.3) (2,204.6) 
(25.7) (3,322.4) 
(36.1) (4,450.6) 
(46.6) (5,589.3) 
(57.3) (6,738.7) 
(68.0) (7,898.8) 
(78.8) (9,069.7) 
(89.7) (10,251.5) 

(100.8) (11,444.4) 
(111.9) (12,648.4) 
(123.1} (13,863.6) 

(Z68,4) 

APPENDIX E 
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Total 
Montiily 
Amount --rr-

(8,055.7) 
(8,130.9} 
(8,206.8) 
(8,283.4) 
(8,360.7) 
(8,438.8) 
(8,517.5) 
(8,597.0) 
(8,677.2) 
(8,758.2} 
(8,840.0) 
(8,922.4} 

(101,788.6) 
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ORDER NO. . 9,0"' 1 8 3' 
ENTERED JUL 1 6 1996 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

UT 80(1) 

Matter of the Petition ofU S WEST ) 
CATIONS, INC., for Clarification ) ORDER 

equest for Ruling. ) 

DISPOSITION: REFUND PROCEDURES CLARIFIED 

duction 

f. In response to reduced service quality by US WEST Communications, Inc., 
SWC), this Commission recently terminated the company's alternative form ofregulation 
• OR) plan authorized in Order No. 91-1598. USWC subsequently filed this Petition for 
'rification and Request for Ruling concerning the interpretation of Order No. 91-1598 with 

_,pect to the "procedures to be followed or the rates to be charged by USWC in the event the 
• OR] is terminated prematurely[.]" USWC contends that, in determining whether a refund is 
\-ranted, we must review the company's actual earnings for the period during which interim 
~s were in effect. 

[ Staff filed a reply to USWC's petition and disputes the company's interpretation of S,i 
h refund provisions. It contends that the January 'i to September 30, 1995, annualized test year, 
!modified by adjustments ordered in pending docket UT 125, should be used to determine if the 

•'·mpany overearned during the interim rate period. On July 11, 1996, USWC filed a response to 
Jiffs reply. 

: In November 1991, the Commission offered USWC an AFORplan under terms I 
."d conditions set forth in Order No. 91-1598. USWC accepted the offer, and the AFOR was ! 
·:plemented effective January 1, 1992. 1 

j 

t 
31 f 



ORDERNO. 
9,6 ... 1 aa 

Among other things, Order No. 91-1598 contained the method for detenuining the 
aunt of refund by USWC upon a premature tenuination of the AFOR. The relevant language 

'that order provides: 

The Commission finds that the [AFORJ stipulation should be 
modified to include a provision which protects USWC and its customers 
in the event the Plan is terminated prematurely due to one of the [specified 
conditions.] We propose that Paragraph 10 should be amended to include 
the following language[:] 

* * * * * 

(2) If the Commission declares the plan terminated, it may also 
order USWC to refrain from making any further changes in rates or 
terms of price listed services. • * * The Commission may also 
initiate an investigation to determine the rates and terms of service 
which should be placed in effect on a permanent basis. 

(3) Unless otherwise ordered by the Commission, rates authorized 
under (2) of this subparagraph after the plan has been tenninated 
shall be considered interim rates subject to refund. The amount 
subject to refund with interest shall be that portion ofUSWC's 
eaTnings which the Commission finds have exceeded a reasonable 
rate of return, commencing with the date of the order terminating 
the plan and ending with the date that pennanent rates are set and 
are in effect. For purposes of determining the amount of the 
refund, the Commission shall not be bound by the provisions of 
this paragraph or any other provision of the Plan. 

* * * * * 

The amendments proposed by the Commission are intended to 
remove any uncertainty regarding the procedures to be followed in the 
event the Plan is prematurely modified or terminated. The changes will 
also prevent USWC from over or nnder earning while proceedings are 
held to establish new pe1manent rates. To clatify: 

Subparagraph (2) provides that the Commission may freeze the 
rates charged by USWC at the levels in effect on the date the plan is 
terminated. The Commission would likely choose this option if the Plan is 
terminated because USWC's earnings have exceeded the upper limits 

2 
3 



ORDER NO. 

established in the Plan. * * * Lastly, subparagraph (2) permits the 
Commission to initiate a separate proceeding to dete1mine the permanent 
rates to be charged. 

Subparagraph (3) specifies that the rates in effect from the date tl1e 
plan is terminated until the elate new permanent rates are set shall be 
interim rates subject to refund. A refund will take place only where 
USWC has been determined to have been overearning. The amount of any 
refund will equal the difference between the amount USWC is actually 
earning and the amount subsequently found to be reasonable. Any 
refunds will accrue interest at USWC's authorized rate ofreturn on rate 
base. 
Order No. 91-1598 at 27-29 (footnote omitted) ( emphasis added). 

Relying on the italicized language, USWC contends that, now that the AFOR has 
terminated, our refund determination must be based on an examination of the company's 

earnings during the period rates are interim. Comparing the process to a true-up of base 
ings in an application for deferral under ORS 759.200(4), it argues that earnings cannot be 

·ustecl for clisallowances imposed retroactively, for annualization of intra-period events, or 
imalization adjustments for nonrecurring and unusual events. 

\ Staff disputes USWC's assertions and presents a different interpretation of the 
• guage cited above. It contends that the amount subject to refm1d is equal to the difference 

'' ween the permanent rate level estabiishecl by the Commission and the current, interim rate 
• el, assuming tl1at tlie latter amount of revenues is greater tlian the fo1mer. It argues that the 
"mrnission used the term "interirri rates" to refer to the commonly understood method of refund 
,te1mination used in ORS 757.215(4) and 759.185(4). 

.. In this proceeding, we are asked to resolve a dispute between USWC and Staff 
''ncerning what financial information should be used to determine whether the utility must 
fund a p01tion of interim rates to customers. Our resolution of that issue, however, need not be 
'sed on the specific wording of any provision contained in Order No. 91-1568. AB the last 

'htence of paragraph (3) set forth above expressly states: "For purposes of determining the 
' ount of the refund, the Commission shall not be bound by the provisions of this paragraph or 
• other provision of the Plan." Order No. 91-1598 at28 (emphasis added). Accordingly, the 

,.~rms of the accepted plan clearly authorize us to determine the amount of refund through any 
''gal process we find reasonably protects USWC and its customers. 

·{ With that clarification, we conclude that a refund procedure similar to that in 
,RS 757.215(4) and 759.185(4) should be used to determine what amount of refund, if any, is 
)1rranted during the period of interim rates. The amount subject to refund by USWC should be 

3 
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ORDERNO. 

to the difference between the permanent rate level we establish in Docket UT 125 and the 
Tent interim rate level. This method, we believe, will adequately assure that ratepayers will be 
\\rged the proper rates under traditional rate base/rate-of-return regulation commencing with 
&date of order terminating the AFOR. 

,.. We reject USWC's proposed refund methodology for three primmy reasons. · 
ht, USWC's proposal would limit the refund determination to an examination of the 
)npany's actual earnings, while excluding normalization adjustments for nonrecurring events, 
, •• ,., ualization adjustments for intra-period events, and new test yem disallowances and 
. 'putations. As Staff notes, that proposal wo{1ld allow USWC to modify its earnings picture 

'"ring the period of interim rates by accelerating expenses and deferring revenues. 

i[ Moreover, the exclusion of imputations is inconsistent vtith other provisions of 
\: AFOR, where USWC agreed not to challenge our authority to impute Yellow Page revenues 

. \: ratemaking pmposes. See Order No. 91-1598 at 8-10, 22-24, and 42 n.32. USWC's proposal 
&btild have the effect of allowing the company to retain more revenues during the period of 
i\erim rates than it was entitled to under the AFOR, or that it would otherwise be entitled to 
• _\:eive under traditional rate base/rate-of-return regulation. 

, Finally, USWC's refund proposal could substantially increase its refund 
'ligation. In order to determine the amount ofUSWC's actual revenues efil'lled during the 
. 'riod of interim rates, Staff would be required to perform another examination of the company's 
't\oks of account in addition to the examination of those books for the purposes of detern1ining 
_'·e company's revenue requirement in Docket UT 125. This additional review would delay the 
"fund determination process by several months, during which time USWC's refund obligation 
:•ould accrne interest at 11.2 percent, the authorized rate of return on rate base. 

J Accordingly, for the reasons stated above, we conclude that the ammmt subject to 
'}fund by USWC is equal to the difference between the permanent rate level established in 
"ending docket UT 125, and the c1ment interim level, assuming that the latter amotmt of 
·evenues is greater than the former. We find this refund procedure, similar to that used in ORS 
'57.215(4) and 759.185(4), protects both the utility and its ratepayers now that the AFOR has 
'een terminated prematurely due to USWC's noncompliance with its terms. 

34 



ORDER 

IT IS ORDERED th&t the amrn&lized test year from January 1 to September 30, 
1995, as modified by adj\1stments ordered in docket UT 125, shall be used to determim, whether 
Us WEST Communications, Inc., oven,arned during the period from May 1, 1996, to the 
effective date of rates established in docket UT 125. 

Made, entered, and effective ___ Jl_l_l_1_6_1_9_9_S __ _ 

5 

Ron Eachus 
Commissioner 

Commissioner 
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ORDERNO. 9,6 • 1 Q 7 
ENTERED APR 2 4 1996 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

In the Matter of the Petition of PACIFIC 
NORTHWEST BELL TELEPHONE 
COMP ANY dba US WEST 
COMMUNICATIONS, INC., to Price List 
Telecommunications Services Other than 
Essential Local Exchange Services. 

UT 80 

) 
) 
) 
) 
) 
) 

ORDER 

DISPOSITION: STIPULATION TERMINATING AFOR ADOPTED 

Background 

In Order No. 91-1598, the Commission adopted an alternative form of regulation (AFOR) 
plan for US WEST Communications, Inc. (US WEST), Under the terms of the plan, the 
Commission granted U S WEST pricing flexibility w_ithin specified constraints for certain non
essential services, such as call waiting and centrex-type services. The plan also granted U S 
WEST the ability to earn rates ofreturn within a broad range before rate action would be taken, 
and provided revenue sharing credits to customers. The Commission adopted the AFOR to help 
the company better respond to dramatic changes in the telecommunications industry that resulted 
from the emergence of competition and rapid technological advancement. •. 

To ensure that U S WEST would maintain adequate service levels for its customers, the 
AFOR contained a number of technical service quality standards. This part of the plan requires 
US WEST to file monthly or semi-annual information with the Commission to allow the 
monitoring of technical service quality. IfU S WEST fails to comply with this or other 
provisions, the Commission is authorized to terminate or modify the AFOR prior to its expiration. 

Service Quality Problems 

During the past four years, U S WEST has experienced a severe increase of service quality 
problems, relating to both customer service and technical service. In December I 995, the 
Commission Staff (Staff) determined that US WEST was in violation of one of the technical 
service quality standards set forth in the AFOR. Staff concluded that the number of customers 

4 



r ORDERNO., 9,6 ""1 Q 1 

reporting problems with their phone service exceeded a. prescribed limit for 24 ofU S WEST' s 77 
central offices. In January 1996, Staff concluded that US WEST had violated a second techni~al 
service standard relating to transmission loss level variation. 

Pursuant to procedures adopted in Order No. 91-1598, Staff convened a settlement 
conference in Febrnary 1996 to discuss resolution of the technical service quality violations. Staff 
also scheduled a special public meeting to address those issues for March 27, 1996. 

Staff Recommendation 

On March 26, 1996, Staff submitted a report to the Commission indicating that, as a result 
of settlement discussions, the parties had agreed to certain remedies to improve U S WEST' s 
service quality standards. These remedies included: (1) the termination of the company's AFOR 
effective May 1, 1996; (2) the provision of a cellular phone loaner option for US WEST 
customers who do not receive requested phone service in a timely manner, effective June 1, 1996; 
(3) adoption of an automatic out-of-service credit for US WEST customers who experience 
unreasonable delays in receiving telephone service repairs; and ( 4) rulemaking to review utility 
service standards set forth in OAR 860-23-055. 

Staff further indicated, however, that the parties had not had the opportunity to develop 
either a comprehensive set of service quality standards or a formal stipulation incorporating them 
in time for the special public meeting. Accordingly, Staff requested that the Commission adopt 
the proposed actions in principle, with the understanding that Staff would present a formal 
stipulation for approval at the Commission's April 16, 1996, public meeting. Staff subsequently 
submitted the proposed stipulation on April 11, 1996, and recommended its adoption. The 
stipulation and Staff's accompanying report are attached as Appendix A 

Stipulation 

The stipulation is generally intended to cover orders for access lines or out-of-service 
repairs pending with US WEST on May 1, 19.96, or submitted thereafter up to and.including 
October 31, 1996. It has been signed by Staff; US WEST, TRACER, Teleport Internet Services, 

. and the Citizens Utility Board. 

The first six sections detail the negotiated remedies designed to improve US WEST's 
service qu_ality standards. U S WEST agrees that all remedies shall be funded entirely by 
stockholders. 

Section 1. terminates US WEST's AFOR on May 1, 1996, including the revenue sharing 
portion of the plan. It provides that the company's current rates will become interim rates on 
May 1, 1996, subject to refund with interest, at a rate of 11.2 percent per annum. Any party may 
seek, by May 31, 1996, a declaratory ruling from the Commission regarding how the refund 
amount should be determined pursuant to the applicable provisions of the AFOR agreement. 

2 
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Section 2 provides that a rulemaking shall be initiated to review the utility service standards 
set forth in OAR 860-23-055. 

Section 3 requires U S WEST to continue to provide technical service quality reports until 
the above noted rulemaking has been completed. 

Section 4 establishes a cellular telephone loaner program for primary lines. On June l, 
1996, U S WEST shall provide a cellular phone to customers who do not receive requested 
primary lines within five business days from the due date. Customers who do not want a cellular 
phone, or who already have one, may instead receive up to a $100 credit for each month they arc 
without service. 

This section also acknowledges that the implementation ofa cellular loan program is 
contingent on the approval by the Federal Communications Commission and the successful 
negotiation and award of contracts to cellular vendors. In the event that the cellular loan progrnm 
is implemented after June 1, 1996, US WEST shall provide customers a pro-rated basic exchange 
credit of$!00 per month. If the cellular loaner program is implemented aftedune 17, 1996, 
US WEST shall provide customers a pro-rated basic exchange credit of$ 150 per month. 

Section 5 provides remedies for business customers with multiple-line held orders. 
Customers with less than ten delayed lines will receive a waiver ofnon-recuning charges 
associated with the requested lines. _They will also receive credits equal to the monthly rate they 
would have paid for the lines, until the requested lines are installed. Customers with more than ten 
delayed lines are entitled to the same remedies, or may obtain from U S WEST a written 
confirmation of the installation due date and negotiate their own remedies with the company. 

Section 6 provides a remedy for existing customers who experience unreasonable delays in 
having service restored. If service is not restored within 48 hours, customers will automatically 
receive an out-of-service credit equal to one-thirtieth of their normal fixed monthly charge for the 
first five days they are without service. IfU S WEST does restore service within five days, the 
out-of-service credit amount escalates. 

Disposition 

This matter came before the Commission at its March 27, 1996, and April 16, 1996, public 
meetings. After consideration, the Commission accepts Staffs recommendation and adopts the 
stipulation in its entirety. U S WEST's AFOR is terminated effective May 1; 1996, pursuant to 
the terms and conditions contained therein. US WEST's rates for services thereafter shall be 
considered interim rates subject to refund with interest, at a rate of 11.2 percent. 

The service quality remedies detailed in the stipulation and summarized above are 
adopted, with one clarification. As noted above, Section 5 provides that a business customer 
requesting ten or more lines may obtain a written confirmation of an installation date from 
US WEST and then negotiate with the company for damages if service is not installed by that 
date. If the customer and US WEST are unable to agree on damages, the customer 
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shall be entitled to waiver of the nonrecurring charges and credits provided to business customers 
requesting less than ten lines. The Commission clarifies that, under that provision, U S WEST is 
not entitled to an additional 30-day period before the customer is entitled to such remedies. 

The Commission agrees with Staff that the remedies detailed in the stipulation will provide 
U S WEST strong incentive to improve its service quality. The Commission acknowledges, 
however, that necessary improvements will take considerable time and that, unfortunately, the re
establishment of high quality service will only come gradually. The Commission also notes the 
impact ofU S WEST's actions on economic development. The company's delays in providing 
businesses with new or additional lines has, in effect, created an "economic drag" that ratepayers 
should not be required to tolerate. 

Furthennore, a rulemaking docket shall be initiated to review and amend OAR 
860-23-055 to enhance solutions to future customer service concerns. Until such rulemaking is 
complete, U S WEST shall continue to provide all technical service quality reports currently 
provided under the AFOR. 

In making this decision, the Commission acknowledges that, pursuant to the terms of the 
AFOR, U S WEST has filed numerous price listings with the Commission. Upon the termination 
of the AFOR, US WEST need not re-file these listings as tariffs. Rather, the Commission will 
consider any price list filing with an effective date of May I, 1996, as a fully-regulated tariff, 
subject to all suspension and investigation procedures set forth in ORS 759.180 to 759.190. 

ORDER 

IT IS ORDERED that the Stipulation Terminating the AFOR, attached as part of Staffs 
April 11, 1996, report in Appendix A, is adopted in its entirety with clarification stated above. 

M.de. ~<ered. ~ 

tJl,A~~ 1%,nµa,er amilton 
!:c,'l,'\?A, Chahman 

APR 2 4 1996 

i~ 
Ron Eachus 

Commissioner 

Q ;/,'h- JI //1,-huZ 
ffJoan H. Smith 

Commissioner 
equest rehearing or reconsideration of this order pursuant to ORS 756.561. 

al this order to a court pursuant to ORS 756.580. 

ut80afor.doc 
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PUBLIC UTILITY COMMISSION OF OREGON 
STAFF REPORT 

PUBLIC MEETING DATE: April 16, 1996 

REGULAR AGENDA ~ CONSENT AGENDA_ EFFECTIVE DATE ________ _ 

DATE: April 11, 1996 

TO: 

FROM: 

Mike Kane "J'(.l ,K 
pf) 

Phil Nyegaard('/ 

su&JECT: Stipulation Concerning US West Communications, Inc. (USWC) Service Quality 

SUMMARY RECOMMENDATION: 

Staff recommends adoption of the attached stipulation concerning USWC service quality. The 
stipulation contains the following major elements: (1) termination ofUSWC's alternative form of 
regulation (AFOR), effective May 1, 1996; (2) remedies for primary line and business additional 
line held orders; and, (3) an out-of-service credit for customers who experience delays in having 
service restored. The stipulation also contains USWC's acceptance of certain ordering conditions 
adopted by the Commission at its March 27 Special Public Meeting. 

DISCUSSION: 

On March 27, 1996, a Special Public Meeting was held concerning USWC service quality. A copy 
of the memorandum I prepared for that public meeting is attached. In the memorandum, I told 
the Commission about efforts to negotiate solutions to a variety of USWC service problems. At the 
time of the public meeting, staff, USWC, and other parties had agreed, in principle, to certain 
remedies for USWC service problems. However, at that time the parties had not developed a 
comprehensive set of service quality remedies. Furthermore, because of time constraints a formal 
stipulation could not be developed prior to the March 27 meeting. At the meeting, I asked the 
Commission to accept the remedies negotiated by the parties as of that date, in principle. I 
promised to return on April 16, 1996 with a stipulation covering these remedies, and others, as 
well. I am pleased to tell the Commission that I now have the promised stipulation. 

Settlement discussion began again on April 1, 1996. Additional meetings were held on April 2, 
and April 4. In addition to staff and USWC, participants included TRACER, the Citizen's Utility 
Board, AT&T, Teleport Internet Service, Third Planet Internet, Electric Lightwave, Inc., and 
Oregon Public Networking. A stipulation was signed on April 11, 1996. A copy is attached. 

Section I. This section of the stipulation concerns termination ofUSWC's AFOR. The parties 
agree that the AFOR should be terminated on May 1; 1996. They also agree that beginning on 
that date, USWC's current rates should become interim rates, subject to refund with interest, at a 
rate ofl1.2 percent per annum. USWC and staff do riot agree about how the amount of the refund 
is to be determined. The stipulation allows for any party to seek a declaratory ruling from the 
Commission regarding the refund language in the AFOR agreement. Such a ruling must be . 
sought by May 31, 1996. Staff will seek the d.eclaratory ruling if another _party does not. Section I . 
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of the stipulation also provides for ending the revenue sharing portion of the AFOR. Customers 
are entitled to one-third of 1996 revenue sharing (January through April), plus any money 
resulting from the true-up of 1995 revenue s_haring, 

Section IL This section describes agreement among the parties that a rulemaking to review and 
amend OAR 860-23-055, the Commission's telecommunications utility service quality rule, should 
be commenced. The Commission directed that this rulemaking begin at the March 27, 1996, 
Special Public Meeting, 

Section III, This section concerns technical service quality reports the company files under the 
AFOR. The company agrees to file these reports until the service quality rulemaking described in 
Section II is completed. 

Section IV. This section of the stipulation details the cellular telephone loaner program I 
described in the-attached March 27 memorandum. This program will cover primary (first) lines. 
Under this program, customers who do not receive requested primary lines within five business 
days will receive a cellular telephone to use until service is received. The provisions of the cellular 
program are described in the stipulation. A key provision is that residential customers will be 
billed at the rate of $12.80 per month , and that business customers will be billed at the rate of 
$30.87 per month. All customers will pay their own long-distance charges. USWC will pay all air 
time charges. Customers who do not desire a cellular phone, or who already have one, will have 
the option ofreceiving up to a $100 credit for each month they are without service. 

USWC has issued a request for proposals to secure the required cellular service. Unfortunately, 
this process may not be completed in time to provide the cellular service until approximately June 
17,.1996. The company has agreed to provide a prorated share of the $100 credit to all primary 
line held order customers between June 1, 1996 and June 16, 1996, if cellular loaners are not 
available by June 1, 1996. In addition, if cellular loaners are not available by June 17, 1996, the 
amount of the credit will increase to $150, 

Section V. This is the most complex section in the stipulation. It applies to business additional 
line held orders. I will limit my discussion here to the essence of the agreement. This section 
divides business customers into two groups; those with fewer than 10 delayed lines, and those with 
10 or more delayed Jines. 

Customers in the former group who have not received requested service within 30 days will receive 
a waiver of.non-recurring charges associated with the requested lines. They will also receive 
credits equal to the monthly rate they would have paid for the requested lines, until the requested 
lines are installed. 

Customers with 10 or more delayed lines can choose the same remedy available to customers with 
fewer than 10 delayed lines. Alternatively, they can negotiate their own remedies for delayed 
service, to be effective from a date given to them in writing from USWC, Currently, USWC does 
not routinely provide customers with written service commitment dates. If a customer is not able 
to negotiate a satisfactory remedy with USWC, the customer is entitled to the waiver of non
recurring charges/credit remedy I described above. 
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Section V limits the number of business lines going into residences which may receive the waiver 
of non-recurring charge/credit remedy to 8. This limit was put into the stipulation at USWC's 
request because extremely large orders of this type require special provisiorung. Orders of this 
magnitude can restrict the availability of service to residential customers in the same area, in 
some cases. 

Section VI. This section provides a remedy for customers who experience unreasonable delays in •• 
having service restored. If service is not restored within·48 hours, customers will automatically 
receive a credit (out-of-service credit) equal to one-thirtieth of their normal fixed monthly charge 
for the first five days they are without service. After five days the amount of the credit escalates. 
For days six through 10, the credit will equal one-half of one month's fixed monthly charge. After 
11 days the credit continues to escalate, first to a full month's fixed monthly charge (days 11 
through 15), then to amounts equal to more than a month's charge. Ultimately, customers who 
are out of service for more than 31 days will receive a credit equal to two month's fixed monthly 
charge. The out-of-service remedy will begin on June 1, 1996. 

USWC agrees that all of the remedies described above shall be paid for by its stockholders. 

The rest of the stipulation, Sections VII through XII, concerns the filing of tariffs to reflect certain 
provisions in the stipulation, access to information, the duration of the stipulation, interpretation 
of the stipulation, rights of the parties to the stipulation, and agreement that this stipulation does 
not bind the Commission in ruling on the subjects it addresses. 

STAFF RECOMMENDATION: 

I recommend that the Commission accept the attached stipulation in its entirety. 

Attachments 

scstip 
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PUBLIC UTILITY COMMISSION OF OREGON 
STAFF REPORT 
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u,GUIAR AGENDA ~ CONSENT AGENDA_ EFFECTIVE DATE ________ _ 

PATE: 

TO: 

FROM: 

March 26, 1996 

Mike Kane 9;1~ 

Phil Nyegaard 1\ ) 
SUBJECT: Steps to Improve USWC Service Quality 

SUMMARY. RECOMMENDATION: 

Staff recommends that the Commission accept the following actions to improve the service quality 
of US WEST Communications, Inc. (USWC) negotiated by staff, the company, and other parties to 
UT 80: (1) termination ofUSWC's alternative form of regulation (AFOR), effective May 1, 1996; 
(2) a cellular phone loaner option for USWC customers who do not receive requested telephone 
service in a timely manner, effective June 1, 1996; (3) an automatic out-of-service credit for USWC 
customers who experience unreasonable delays in receiving telephone service repairs. Staff 
recommends adoption of these actions in principle, with the understanding that staff will present a 
formal stipulation incorporating these actions at the Commission's April 16, 1996 public meeting. 
The stipulation might also contain language addressing multiple-lkie held order problems. If not, 
.1taffwill recommend a specific action directed toward multiple-line held orders. Staff also 

.. recommends the commencement of a ruleniaking docket to review 860-23-055, as soon as possible.· 
Finally, the company should also be ordered to file service quality reports required by the AFOR. 

DISCUSSION: 

USWC has recently experienced a variety of service quality problems, Some of these problems are 
technical service problems. Others are customer service problems. The technical service problems 
relate to the company's AFOR, which began on January 1, 1992. The AFOR has a term of five 
years, ending December 31, 1996 unless otherwise terminated. 

The AFOR is described fully in Order No, 91-1598, which was signed on November 25, 1991, after 
a lengthy investigation and hearings in.UT 80. Under the AFOR, services are classified eith_er as 
essential services or non-essential services. Overall rates for essential services are frozen for the 
life of the AFOR. Rates for non-essential services are price-listed. Except for services priced below 
Long Run Incremental Cost (LRIC) at the time the "AFOR was implemented, USWC was given 
pricing flexibility within specified constraints for price-listed services. Services initially priced 
below LRIC have since been repriced at rates above LRIC, as required by the Commission. 

Another feature of the AFOR is that USWC is granted the freedom to earn rates ofretw:n within a 
very broad range before rate action is taken. No rate actions have been taken under the AFOR to 
date, The AFOR also provides for·revexiue sharing.ifUSWC's revenues exceed a target amount •. 
The plan has provided revenue sharing credits to customers totaling approximately $40 million . . . . . 
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through 1995. 

The AFOR contains a numher of technical service quality standards. The company is required to 
file monthly or semi-annual in.formation with the Commission, so that technical service quality 
can he monitored. 1 have attached the portion of Order No. 91-1598 which describes the technical 
service standards as Attachment A. 

A Jcey provision of the AFOR is that it may be terminated or modified prior to expiration if the 
Commission concludes that USWC has failed to comply with all of its provisions. If the AFOR is 
terminated prematurely, the Commission may order that USWC's current customer rates be 
considered interim rates subject to refund with interest. The company would also lose its ability to 
price list services. 

Staff concluded in December of 1995 that USWC is in violation of the central office trouble report 
standard. In simplest terms, violation of this standard meant that the number ofUSWC 
customers reporting problems with their phone service exceeded a limit, for 24 ofUSWC's 77 
central offices, In January of 1996, staff concluded that a second technical service standard,. 
transmission loss level variation, had been violated. In the case of this violation, transmission 
quality was found to be inadequate for four central offices. Customers served by these central 
offices may experience variations in sound levels from one telephone call to the next, although 
most customers would probably not notice a problem. 

As required by Order No. 91-1598, a settlement conference was convened in February of1996 to 
discuss resolution of the technical service quality violations. These discussions involved parties to 
UT 80. No resolution was reached, and discussions ended. Shortly thereafter, the March 27, 1996 
special public meeting was scheduled. Settlement discussions resumed late last week. 

As a result of these discussions, USWC and staff agree that the AFOR should be terminated, 
effective May 1, 1996, USWC and staff also agree that revenue sharing should continue through 
April of 1996. Upon termination of the AFOR, USWC's customer rates would become interim 
rates, subject to refund with interest, pending,the outcome of the company's current rate filing, 
UT 125. In the event that refunds a:re ordered, the rate of interest used will be 11.2 percent, 
which is USWC's currently authorized return on rate base, 

In addition to AFOR-related technical service quality problems, USWC has experienced customer 
service quality problems, USWC customers too often experience difficulty in securing service 
("held order" problems) and in having service restored when it is lost, although there is some 
evidence that the severity of the latter problem is lessening. Standards for these performance 
areas were not included in the AFOR agreement because the company's recent and well-publicized 
problems in these areas had not been encountered prior to the implementation of the AFOR. 

The held order problem is particularly troublesome. For March of 1991, the company recorded 
only 84 instances where service was not provided in a timely manner, By December of 1995, held 
orders soared to over 600, 

When settlement discussions resumed last week, staff and USWC considered ways to address held 
order and repair difficulties, As a result of these discussions, USWC has agreed to do the 
following: 
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1. Provide cellular telephones to residential and business customers when their 
requests for primary lines (first lines) are not met within five working days. Customers 
who are given cellular telephones will be billed by USWC at the company's rate for flat 
rate local exchange service. These customers will also pay all long distance charges. 
Customers who do not desire a cellular telephon~, will be given a basic exchange credit of 
$100 per month (to be prorated for a partial month) for each month the service order is 
identified as a held order. The cellular telephone loaner program will begin on June 1, 
1996 in order to give the company time to prepare. Customers who select to receive a 
cellular phone would not be requfred to sign a contract obligating them to receive cellular . 
service on a long-term basis. 

2. The company will automatically credit the bills of existing customers who lose service. 
Discussions involving USWC, staff, and the Citize~'s Utility ·Board regarding the. 
specifics of the out-of-service credit are ongoing. Specifics being discussed concern when 
the credit begins, and how large it will be. Staff will return to the April 16 Commission 
Public Meeting to detail the specific out-of-service credit to be implemented. 

Staff recommends that the Commission accept, in principle, the cellular telephone loaner and out
of-service credit remedies, which would be funded entirely with USWC stockholder funds. If that 
is the Commission's decision, staff will present a formal stipulation covering the remedies at the 
April 16, 1996 Commission Public Meeting. Staff will also make a recommendation then • 
regarding a remedy for the multiple-line held order problem, which is not adequately addressed by 
the cellular telephone remedy, if one cannot be negotiated with USWC. 

Staff believes the actions recommended above will provide USWC with strong incentives to 
substantially improve its service quality. However, the reality of the company's service quality 
problems must be acknowledged. Placem·ent of needed plant and essential technicians will take 
considerable time, which means that high quality service will not come overnight. USWC's 
formerly high quality service deteriorated over a period of years. Unfortunately, the re
establishment of high quality service will come only gradually. 

Staff has one final recommendation. In order to ensure that the PUC.is prepared to deal with 
service quality issues in the years ahead, staff recommends that a rulemaking be commenced as 
quickly as possible, for the purpose of reviewing OAR 860-23-055. This service quality rule, which 
covers all telecommunications utilities, needs to be examined to be sure it is adequate as Oregon 
enters an era of competition in the telecommunications industcy. The cellular loaner and out-of
service credit remedies should remain in place until the rulemaking is completed. Permanent 
solutions to customer service problems, for all telecommunications utilities, should be contained in 
the rule. 

STAFF RECOMMENDATION: 

Staff recommends that the Commission accept, in principle, USWC's proposals for: 

1. Termination ofUSWC's AFOR, effective May 1, 1996. 
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2
. lrnplementation of. a USWC cellular te'iephone loaner program, effective June 1, 1996. 

3. fo
1
plementation of a USWC out-of-service credit. 

'I'he Commission should order that: 

1. USWC's current rates for services be considered interim rates subject to refund with 
interest, at a rate of 11.2 percent, effective May 1, 1996. 

2. USWC continue to provide all technical service quality reports being provided at the time the 
AFOR is terminated, until the Commission completes the rulemaking recommended below. 

3. Arulemaking proceeding be commenced to review and amend·OAR'860-23-055. 

Attachm.ent 
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Paragraph IS-Service Quality 

Paragraph 15 of the stipulation incorporates a sen-ice quaJity a~ment 
executed by staff and USWC in November, 1988 in conjunction with USWC's original 
proposal to implement an alternative form of regulation. The agreement e5tab_lishes a 
comprehensive set of performance measuremenu that are indicative of the technical 
service quality delivered to customers. These include: • 

a) Monthly network reports designed to measure customer ability to 
originate am;l complete calls. Included in this category are network bh:ick
age reports, dial tone speed reports, and inter-office trunk transmission 
reports. 

b) Quarterly sampling of customer lines to determine loop tr.rn.smission 
loss and noise levels. 

c) Monthly market perception studies to survey customer attitudes regard
ing service quality. Nine different customer groups will be sampled to 
determine the overall level of satisfaction with specific components of 
USWC's service, including provisioning, maintenance, and 
information/billing services. 

d) Monthly trouble reports from each of USWC's central offices. Tnese 
reports are correlated with historical data to compute an average report 
rate and standard deviation. The average report rate for any office should 
not increase beyond its probable statistical range with a 95 percent assur
ance level. 

e) Monthly trouble reports received by USWC operators or detected by 
microprocessors located at the company's tandem switches. The reports 
indicate problems such as no ring, no answer, cut-off and noise/cross-talk. 

f) Monthly emergency service report5 indicating significant customer 
problems such as cut cables and weather-related outages. Each report 
indicates the time the problem is reported and the time the repair is 
completed. • 

A base line will be established for each central office serving area for each 
of the performance measurements listed above .. As pan of the service quality agreement, 
USWC pledges that adequate service quality levels will remain the same or improve. 
Where opernting leyels are inadequate, USWC will take whatever steps are necessary to 
improve and maintain service to adequate levels as defined in OAR 860-23-055. 

. 21 
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lmplementation of the Plan is contingent upon USWC's compliance with 
the quality of service standards as of April 1, 1991. Staff certified that USWC has 
5ati.sfied that requirement. If the Commission finds that USWC is not in compliance with 
the quality of service standards once the Plan is in effect, the Commis.sion may term.mate 
the Plan after providing the company with notice ruid a i=wnable opportunity to cure 

the deficiency. 

Paragraph 17-D<eregulation/New ~slation 

This provision provides that the Plan shall govern all PUCregulated 
products and services during the life of the Plan. However, USWC is not prohibited 
frorri petitioning the Commission to deregulate products and :st:rvi= under 
ORS 759.030(2) and (3 ). 17 Also, the Commission or USWC may terminate the Plan 
after notice and hearings, if "as a result of new Oregon legislation, the intent, operation, 
or results of the Plan.will be materially affected a_nd changed, or the Plan no longer 
meets the stanflards in ORS 759.195." 

A.M:ENDMENTS TO TRE PLAN 

Although the. Commission agrees with the principal elements of the 
stipulation, we believe that a number of modifications are necessary to ensure that the 
Plan meets the statutory criteria set forth in ORS 759.195. These changes and additions 
are discussed below: 

Paragraph 6--Revenue Sharing/Yellow Pages Revenue 

Under the stipulation, revenues from Yellow Pages directory advertising are 
included in the revenue-sharing calculation.· H=er, unlike other revenue rources, the 
contribution from Yellow Pages will not be based on actual revenue. Instead, Artach
m~nt "G" of the· stipulation includes a formula which provides that Yellow Page revenues 

17ORS 759.030 provides lhal the Commission m~y deregulate• teiecommunicilions service in whole 
or in pan If il Llntls that 'price or service competition o:ists, or Uu!t such setV!ce.s •.• [arej subjec-t tu 
competition. or that the public interest no longer re<:juires full regulation .. .' Prior to making such 
findin£S, the Commission must consider (a) the eucnt to whicll semc:s are available from alternative 
providers in the relevant market. (b) the extent lo which the servi= of alternative providers arc 
functionally equivalent or substitutable at comparable r,tes. terms and conditions, (c) e:<isting e,;onomic 
or regulatory barriers tu entry. and (ti) any other factors deomed relevant by lhe Commission. 

22 
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BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

In the Matter of 
U S WEST COMMUNICATIONS·, INC.' s 
Alternative Form of Regulation. 

STIPULATION 

5 This agreement is made this 11th day of April 1996, by and 
between U S WEST Communications, Inc. ( "USWC") , the Public 

6 Utility Commission's staff ("staff"), and the other undersigned 
parties. 
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15 

16 

17 

18 

19 

1. 

2 . 

3 . 

4. 

RECITALS 

On July 1, 1988, Pacific Northwest Bell Telephone Company, 
dba USWC, filed a petition with the Public Utility 
Commission of Oregon ("Commission" or "PUC") for an 
alternative form of regulation under ORS 757.850 
(renumbered ORS 759.195). USWC's .petition was docketed by 
the Commission as. PUC Docket UT 80. 

After public hearings and evidentiary hearings were held to 
consider USWC's proposal, the Commission offered USWC an 
alternative form of regulation ( "the AFOR 11

) under the terms 
and conditions described in its Order No. 91-1598 
(November 2 5, 1991) . 

• USWC accepted the Commission's offer, and the AFOR was 
implemented effective January 1, 1992, with a planned 
duration of five years. 

PUC Order No. 91-1598 provides that the Commission may 
terminate the AFOR if USWC fails to comply with the _terms· 
and conditions in that order. 

., 

20 5 . The AFOR, as described in PUC Order No. 91-1598, requires USWC 
to comply with a number of technical telecommunications 
service quality standards, including monthly central office 
trouble reports for USWC's 77 central offices in Oregon, and 
transmission loss and noise levels. 

21 

22 

23 6. 

24 

25 

26 /// 

In December 1995, staff determined from USWC's monthly 
central office trouble reports for that year that USWC has 
violated the central office trouble report standards 
established in the AFOR for 24 of USWC's central offices in 
Oregon. 
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7. 

8. 

9. 

10. 

In January 1996, staff determined that USWC had violated 
another technical service standard established in the 
AFOR--the transmission loss level variation standard-in four 
of its central offices. 

USWC has been experiencing customer service quality 
problems in addition to its AFOR-related technical service 
quality violations--specifically, hundreds of USWC customers 
have experienced delays of several weeks or longer before 
their orders for initial telecommunications service, or for 
additional services, are processed, and other USWC 
customers have experienced similar delays in having their 
telecommunications services restored after they have been 
interrupted. 

As required by PUC Order No. 91-1598, a. settlement 
conference was convened by staff in February 1996, to 
discuss resolution of USWC's technical service quality 
violations. 

USWC, staff, USWC customers and other parties have since 
engaged in further settlement discussions and negotiations 
to promptly address USWC's service quality problems in a 
manner that is fair to USWC and to its customers. • 

15 NOW, THEREFORE, in consideration of the promises contained 
herein, and for other good and valuable consideration, the 

16 receipt and sufficiency of which are hereby acknowledged by all 
the undersigned parties, these parties hereby stipulate and agree 

17 as follows: 

18 I 

19 TERMINATION OF THE AFOR 

20 A. The AFOR shall be terminated, effective May 1, 1996. 
USWC shall pay to its customers, in accordance with PUC Order 

21, No. 91-1598, one-third (1/3) of the 1996 revenue sharing under 
the AFOR. 

22 

23 B. USWC also shall pay to its customers in 1996 the true-
up adjustment for any under-payment of USWC's 1995 revenue 

24 sharing with its customers. However, in the event USWC is unable 
to timely terminate 1996 revenue sharing on its billings to 

25 customers (see subsection A. above}, the true-up adjustment for 
USWC's 1995 revenue sharing shall be adjusted to reflect any 

26 over-payment of 1996 revenue sharing by USWC. • 
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C. Effective May 1, 1996, USWC's rates for services shall 
be considered interim rates subject to refund, in accordance with 
pUC Order No. 91-1598, with interest at a rate of 11.2 percent 
per annum (USWC's authorized rate of return on rate base). 

However, because there may be disagreement about the 
methodology established in PUC Order No. 91-1598 for determining 
the amount of refund by USWC, any of the undersigned parties may 
petition the Commission no later than May 31, 1996, for a 
declaratory ruling on interpretation of that order and, further, 
to appeal the Commission's declaratory ruling. If such a 
petition for declaratory ruling is filed with the Commission, or 
if such a declaratory ruling by the Commission is appealed, staff 
and the other undersigned parties may file comments with the 
Commission and/or appellate court(s). 

II 

PUC RULEMAKING 

A proceeding for permanent rulemaking shall be commenced by 
the Commission to review and amend OAR 860-23-055 and consider 
other telecommunications service quality standards. This 
rulemaking proceeding will be in lieu of the Commission's 
adoption of te_mporary rules to address USWC' s service quality 
problems. 

III 

REPORTS 

USWC shall continue to file with the Commission all 
technical service quality reports that it has been required to 
file under the AFOR, until the Commission completes the 
rulemaking proceeding mentioned in Section II above. 

IV 

HELD ORDERS-PRIMARY LINES 

To address the held orders problem, USWC shall, beginning 
June 1, 1996, offer to loan cellular telephones (•cellular 
loaners•) to residential and business customers whose requests 
for primary access lines (first lines) are not processed by USWC 
by the installation due date ("held orders"). For purposes of 
this Section, "primary access line" means the first residence 
and/or business access line at a customer's address.· 
Accordingly, a house or building may have two or more customer 
accounts and, therefore, two or more requests for primary access 
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lines. For purposes of this Section,· "installation due date" 
means three, five or seven business days (Monday through Friday), 
per OAR 860-23-055(3) (a), after a request for a primary access 
line is submitted by the customer to USWC, or by a date that is 
mutually agreed upon between USWC and the customer, whichever is 
later. 

If a customer's request for a primary access line is not 
processed by USWC within five business days after the 
installation due date, USWC shall give the customer the choice of 
the following two options: 

A. a ce 11 ular loaner, or 

B. a basic exchange credit of $100 per month, or a 
prorated amount for a portion of a month, in which the 
order is a held order. 

USWC's cellular loaner program under this Section will 
include the following provisions: 

1.. The customer will be required to sign an agreement with 
USWC acknowledging the terms and conditions of this 
program. However, customers who receive a cellular 
loaner shall not be required to sign any contract· 
obligating them to receive cellular service after the 
date USWCprovides the requested primary access line 
service. 

2. The customer will be required to pick up and return the 
cellular loaner at designated and reasonably convenient 
locations, and to return the cellular loaner within 
two (2) days after access line service to the customer 
is established by USWC. 

3. Customers shall have unlimited airtime usage. All toll 
calls shall be the responsibility of the customer. A 
US WEST calling card shall be issued for the held line 
number, if requested. Customers will be responsible 
for making their own arrangements with the inter-LATA 
carrier(s) of their choice. 

4. Customers who receive cellular loaners will be billed 
by USWC for the cellular service at the rate of $12.80 
per month for residence customers and $30.87 for 
business customers (which are USWC's current monthly 
rates for flat rate local exchange telecommunications 
service in Oregon), plus applicable taxes. 
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5. 

6. 

A pennanent telephone number shall be assigned to the 
customer. 

Remote Call Forwarding or Market Expansion Line ( "MEL 11
) 

service shall be provided by USWC to the customer, if 
possible. The customer shall not be charged for this 
service for the period that the customer has a cellular 
loaner. 

6 USWC shall procure the cellular loaners and service through 
a request for proposals (RFP) that allows cellular vendors in 

7 Oregon a fair opportunity to compete and be considered under the 
criteria for selection applicable in the RFP process to provide 

8 the cellular equipment and services for this cellular loaner 
program. 

9 

10 It is understood that implementation of USWC's cellular 
loan program is contingent upon approval of its petition for 

11 limited waiver by the Federal Communications Commission. It also 
is understood that the implementation of this program is 

12 contingent upon the successful negotiation and award of contracts 
to the cellular vendors who are the successful bidders. In the 

13 event USWC's cellular loan program is implemented after June 1, 
1996, USWC shall provide to customers, in lieu of cellular • 

14 loaners, a basic exchange credit of $100 per month, or a prorated 
amount for a portion of a month, in which the order is a held 

15 order. In the event USWC's cellular loan program is implemented 
after June 17, 1996, USWC shall provide a basic exchange credit 

16 of $150 per month, or a prorated amount for a portion of a month, 
in which the order is a held order until such time as the 

17 provisions of the program are implemented. 

18 USWC's expenditures to carry out the provisions of this 
Section shall be funded entirely by USWC stockholder funds. 

19 

20 

21 

22 

23 

24 

25 

26 

V 

BUSINESS ADDITIONAL LINES 

A. To address its held order problem with respect to 
business customer orders for multiple access lines up to a total 
.of nine (9) lines, USWC shall waive non-recurring charges and 
provide credits equal to recurring charges for new and existing 
business customers whose orders for additional access lines are 
not processed and completed within 30 days after the installation 
.due date ("additional lines held orders"). For purposes of this 
Section, "installation due date" means three, five or seven 
.business days (Monday through Friday), per OAR 860-23-055 (3) (a), 
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after a request for additional access lines is submitted by the 
business customer to USWC, or by a date that is mutually agreed 
upon between USWC and.the customer, whichever is later. 

If a business customer's request for additional access 
lines becomes an additional lines held order, USWC shall waive 
the non-·recurring charge(s) (e.g., installation charge) and 
provide the customer a credit of one month's recurring charge 
(i.e., the monthly rate charged by USWC for that service) for 
each month the order is an additional lines held order. This 
provision shall apply to orders for additional access lines 
submitted by business customers to USWC during the period from 
May i, 1996, to and including October 31, 1996. This provision 
also shall apply to business customer orders for additional 
access lines that are pending with USWC on May 1, 1996; such 
orders shall be deemed to have been received by USWC on May 1 1 

1996, for purposes ·of this provision. 

10 With respect to business customer orders for additional 
lines to a residential location, these waivers and credits shall 

11 be limited to the first eight business lines at any residential· 
location, 

12 

13 B. For orders for ten or more additional business lines 
(including other "Eligible Services" as described below) at one 

14 location, the customer (new as well as existing customers) may 
choose one of the following two options: 

15 

16 

17 

18 

1. 

2. 

Waiver of nonrecurring charges and credit of recurring 
charges (as described below), or 

Documentation of service delivery dates (as described 
below). 

19 1. 

20 

Waiver of Nonrecurring Charges and Credit of Recurring 
Charges 

21 

22 

23 

24 

25 

26 

If a business customer's request for additional access 
lines (excluding other Eligible Services) becomes an additional 
lines.held order as defined in Section V.A. above, USWC shall 
waive the non-recurring charge (e.g., installation charge) and 
provide the customer a credit of one month's recurring charge 
(i.e., the monthly rate charged by USWC for that service) for 
each month beyond the mutually agreed-upon due date. This 
provision shall apply to orders for additional access lines 
submitted by business customers to USWC during the period from 
May 1, 1996, to and including October 31, 1996. 
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If a customer's request for additional access lines or 
other Eligible Services (as defined below) is not processed and 
completed by USWC by the installation due date that is mutually 
agreed upon by USWC and the customer utilizing the Documentation 
of Service Delivery Dates procedure described below, USWC shall 
waive the associated non-recurring charge(s) (e.g., installation 
charge) and provide the customer a credit of one month's 
recurring charge(s) (i.e., the monthly rate charged by USWC for 
the service(s)) for each month the order is not processed and 
completed. This provision shall apply to orders for additional 
access lines or other Eligible Services submitted-by business 
customers to USWC during the period from May 1, 1996, to and 
including October 31, 1996. This provision also shall apply to 
business customer orders for additional access lines or other 
eligible services that are pending with USWC on May l, 1996, and 
are subsequently processed by USWC, at the customer's request, 
through the Documentation of Service Delivery Date process 
described below. 

11 2. Documentation of Service Delivery Dates 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

If a business customer selects this option, USWC shall 
provide written confirmation of the installation due date for an 
order for additional access lines or other Eligible Services. 
The customer and USWC may negotiate an agreement that provides 
for liquidated damages to be paid to the customer if the order is 
not processed and completed by USWC by the installation due date. 
In the event the customer and USWC cannot agree on liquidated 
damages, the customer shall be entitled to the waiver of 
nonrecurring charges and credits of recurring charges provided 
above. However, the customer shall have the choice of seeking 
remedies under any applicable new rule(s) that may be adopted by 
the Commission in the rulernaking proceeding referenced in 
Section II above in lieu of the remedies available to the 
customer under this Section. Also, if a customer receives 
liquidated damages from USWC under the provisions of this 
Section, the customer shall have no obligation to use USWC's 
services, but this provision shall not affect the customer's 
liability to USWC under any contract for monetary advances or 
payments for special construction, services or expenses. 

The telecommunications services that are subject to these 
Documentation of Service Delivery Date provisions shall be deemed 
Eligible Services and are defined as those services listed as 
"essential services" in OAR 860-32-200, plus Digital Switched 
Service, DS-1, 56 kb, 64 kb, and Type 1 and Type 2 
interconnection services as defined in section 102 of USWC's 
current price list. This paragraph does not preclude USWC from 
agreeing, on a case-by-case basis, to process orders for other 
telecommunications services under these Documentation of Service 
Delivery Date provisions·. 
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These Documentation of Service Delivery Date provisions may 
be requested by business customers who submit orders for eligible 
services to USWC during the period from May 1, 1996, to and 
including October 31, 1996. These provisions also shall be 
available to business customers with orders for eligible services 
that are pending with USWC on May 1, 1996. 

c. 
Section 

USWC's expenditures under the provisions of this 
shall be funded entirely by USWC stockholder ,funds. 

VI 

OUT-OF-SERVICE CREDITS 

To address its problems with delays in restoring- access 
line service to customers, USWC shall, beginning June 1, 1996, 
automatically credit the bills of existing customers who lose 
access line service if the service is not restored within forty
eight (48) hours. The credit shall be-based upon the duration of 

the service interruption: 

puration of Interruption 
(consecutive days) 

48 hours through 5 days 

Credit 

1/30 of all the customer's 
r~gular_fixed monthly charges 
( ~_ncluding any common carrier 
line charge (CCLC), Extended 
Area Se~vice charges, charges 
for optional services, etc.) 
for each day, up to 5/30 of· 
one month's charges. -

18 6 through 10 days 
one-half (1/2) of one month's 
charges (as above, based on all 
the customer's regular fixed 
monthly charges). 19 

20 

21 

22 

23 

24 

25 

11 through 15 days 

16 days through 30 days 

26 Ill 

PAGE 8 - STIPULATION 
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1 31 days or more 

2 

3 

96 -10·7 
two (2) months' charges for each 
30 days, or portion thereof (as 
above, based on all the 
customer's regular fixed monthly 
charges). 

4 These out-of-service credits apply only to trouble found in 
USWC's network, Disruption of service originating on the 

5 customer's side of the standard network interface, caused by the 
customer's negligence or willful misconduct, caused by a natural 

6 disaster, or stemming from damage to the network affecting large 
groups of customers that is caused by a third party unaffiliated 

7 with USWC, will not be eligible for these out-of-service credits. 
In the event of a dispute as to whether a disruption of service 

8 was caused by a natural disaster and not through any fault of 
USWC, the customer or USWC may request that staff decide the 

9 issue. 

10 USWC' s expenditures under the provisions of this Section 
shall be funded entirely by USWC stockholder funds. 

11 

12 VII 

13 A. USWC shall file appropriate tariffs with the Commission 
under ORS chapter 759 for the implementation of the provisions of 

14 Sections IV, V and VI of this Stipulation. 

15 B. USWC shall provide to the Commission and its duly 
authorized representatives, upon request, all books of account, 

16 records, documents, and relevant information, including 
explanatory information, of USWC and its affiliates, as 

17 applicable, which pertain to USWC's operations and actions under 
Sections III, IV, V and VI of this Stipulation, for the purposes 

18 of the Commission's monitoring, auditing and regulation of said 
operations and actions of USWC. This provision is in addition tb 

19 any investigatory powers the Commission possesses under law 
(e.g., ORS chapters 756 and 759). 

20 

21 VIII 

22 The duration of this Stipulation shall be from May 1, 199 6, 
to and including October 31, 1996. The provisions of this 

23 Stipulation are intended to cover orders for access lines and 
other eligible services that are submitted by customers to USWC 

24 during the period from May 1, 1996, to and including October ·31, 
1996, except as otherwise provided in this Stipulation. 

25 

26 Ill 
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IX 

The parties understand that this Stipulation establishes 
interim arrangements to address customer service from USWC and· 
that the arrangements may be changed by the Commission in the 
future, such as through the rulemaking proceeding referenced in 
Section II above. Accordingly, the parties reserve .the right to 
change their positions on subjects addressed in this Stipulation 
in any future proceeding, but they shall not violate this 
Stipulation. 

X 

If any dispute concerning interpretation of this 
Stipulation, or compliance therewith, arises, any party to this 
Stipulation may petition·the Commission to commence a proceeding 
to resolve the dispute. The Commission shall resolve q1e dispute 
in a way that is consistent with the intent of the Stipulation as 
manifested herein, and with the provisions of ORS 759.035 and 
759.900. 

The undersigned parties who are customers or potential 
customers of USWC understand that the provisions of this Section 

., 

do not mean that the PUC will act as a mediator or arbitrator in 
any customer's negotiations or dispute with USWC under Sections IV, 
V or VI of this Stipulation, except as otherwise provided in the 
preceding paragraph. 

XI 

The undersigned parties recommend that the Commission adopt 
this Stipulation in its entirety. The parties have negotiated 
this Stipulation as an integrated document. Accordingly, if the 
Commission rejects all or any material part of this Stipulation, 
or materially amends this Stipulation, each party reserves the 
right to withdraw from the Stipulation, upon written notice to 
the Commission and other parties within fifteen (15) days of the 
Commission's rejection or modification, except as otherwise 
provided herein. 

Ill 

Ill 

Ill 

Ill 

Ill 
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4 docket or any other proceeding. 
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2 The undersigned parties agree that this Stipulation in no 
manner binds the Commission in ruling on the matters or subjects 

3 addressed herein. This Stipulation in no manner restricts the 
Commission's exercise of its authority and discretion in this 

4 docket or any other proceeding. 
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ORDERNQ. 9,6 ..,, v 9,4 

ENTERED APR o 5 1996 

BEFORE THE PUBLIC UTILITY COMMISSION 

OFOREGON 

UT 125 

In the Matter of the Application of ) 
US WEST COMMUNICATIONS, INC., ) 
for an Increase in Revenues. ) 

ORDER 

DISPOSITION: ORDER NO. 91-1598 AMENDED 

On March 5, 1996, US WEST Communications, Inc. (USWC) filed a motion with 
the Commission pursuant to OAR 860-13-031 for an extension of time in which to submit a 
general rate filing under ORS 759.180. USWC moved the Commission to amend its Order No. 
91-1598 and allow the company to submit a general rate ftling not later than 90 days after the 
entry of the order in Docket No. UM 351, rather than on April 1, 1996. 

On November 25, 1991, the Commission entered Order No. 91-1598 in Docket 
No. UT 80 approving an alternative form of regulation (AFOR), which became effective on 
January 1, 1992. Under the terms and conditions set forth in Order No. 91-1598, USWC must 
submit a general rate filing under ORS 759.180 nine months before the end of the plan. The 
purpose of the filing is to propose a schedule of rates that will be effective on expiration of the 
AFOR plan. USWC must therefore submit a gener.al rate filing on or before April 1, 1996. 

A general rate filing contains rate design issues, including cost of service issues. 
USWC points out that its telecommunications service pricing is an issue in UM 351, and USWC 
expects that the UM 351 order will provide information about how USWC should prepare its rate 
design filing. In addition, USWC has provided the Commission with updated cost information 
pursuant to its obligations under Order No. 94-1056. Moreover, a hearing to resolve cost issues 
in Docket No. UM 773 is currently scheduled for May 20 and 21, 1996. USWC does not believe 
that it would be a good use of the company's or the Commission's resources for the company to 
make an April 1, 1996, general rate filing using existing pricing policies and costs. It is almost 
certain that another filing would be required once the matters in UM 3 51 and UM 773 are 
resolved. 

I 
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USWC understands that the UM 351 order is expected in May, 1996, and the 
UM 773 order is expected in the last quarter of 1996. USWC believes that it wiJI be able to 
submit a general rate filing within approximately 90 days of the service date of the UM 351 order. 

USWC has elected to proceed with filings necessary for the Commission to 
determine the revenue requirements of the company. USWC filed this aspect of a general rate 
filing on December 15, 1995. Those proceedings, docketed as UT 125, are moving forward, and 
hearings have been scheduled for September, 1996. 

Given the proceedings in UM 351 and UM 773, USWC requests that the 
Commission amend its Order No. 91-1598 to allow the company to submit a general rate filing 
under ORS 759.180 not later than 90 days after the service date of the order in UM 351. 

No party responded to USWC' s motion, and the time for response is past. 
USWC' s proposal is reasonable and comports with the schedule that Staff presented, and the 
Commission adopted, at the prehearing conference in UT 125 on Februa1y 1, 1996. ·usWC's 
motion is granted as to the rate design portion of the general rate filing. 

2 
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ORDER 

IT IS ORDERED that Order No, 91-1598, in Docket UT 80, is amended to aUow 
US WEST Commuriiqa(iorts, Inc, to submit the rate design portion of its gener(ll rate filing under 
ORS 759.180 no later than 90 days after the service date ofthtl order in DM 351. 

Made, entered, and effective 

i:\utl25\schedord,doc 
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APR O 5 1996 

Ron Eachus 
Conurrissioner 

t:;l?ffel-o ~j~fav~ [7'7 
(_ _ _./ Joan Ii:. Smith 

Conmii~siqner 
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 IN THE COURT OF APPEALS OF THE STATE OF OREGON 
 
NORTHWEST PUBLIC    § CA No. A166810 
COMMUNICATIONS COUNCIL,   § PUC Case No. UT 125/DR26 
       § STIPULATED  
  Petitioner,    § MOTION TO SUPPLEMENT   
       § RECORD 
 v.      §   
       § EX 1, INDEX OF DOCUMENTS 
QWEST CORPORATION, fka U.S. West  §  EX 2, DOCUMENTS 
Communications, Inc. and PUBLIC  § 
UTILITY COMMISSION OF OREGON, §  VOLUME IV 
       § 
  Respondents.   § 
 

 
EXHIBIT 1 TO MOTION 

 
 

Item Description PUC Page 

 VOLUME IV -- INDEX  

23 Public Utility Commission of Oregon News Release, 
dated April 14, 2000 

806-808 

24 UT 125 – Advice No. 1935, Supplement No. 1, Dated 
February 28, 2003 (Note: Confidential materials not 
included but available) 

809-815 

25 UT 125 – Advice No. 1946, Full Copy, Dated July 28, 
2003 (Note: Confidential materials not included but 
available) 

816-830 

26 DR 26/UC 600 – Sheila Harris Affidavit and 
attached Advices 1668 & 1689 Jan 4, 2005 

831-850 

27 DR 26/UC 600 – Public Utility Commission of 
Oregon Staff’s Reply to Qwest’s Cross-Motion for 
Summary Judgment, Dated January 25, 2005 

851-855 

28 DR 26/UC 600 – Public Utility Commission of 
Oregon Ruling, Dated March 23, 2005 

856-864 

29 DR 26/UC 600 – Public Utility Commission of 
Oregon Order 05-208, Dated May 3, 2005 

865-868 

February 18, 2020 05:02 PMFILED 
Appellate Court Records 



Item Description PUC Page 

30 UT 125 – NORTHWEST PUBLIC 
COMMUNICATIONS COUNCIL’s (NPCC’s) Motion 
to Set Procedural Conference to Establish Issues and 
Procedures on Remand, Dated February 9, 2006 

869-877 

31 UT 125 – First Conference Report, Dated March 21, 
2006 

878-880 

32 UT125 – Stipulation Entered into between Qwest 
Corporation, Northwest Public Communications 
Council and Staff, Dated October 15, 2007 

881-892 

33 DR26/UC600 – NPCC Consolidated Motions to 
Enforce and Bifurcate, Dated January 27, 2010 

893-896 

34 DR26/UC600 – PUC Order 01-027 on Consolidated 
Motions to Enforce and Bifurcate, Dated February 1, 
2010 

897-904 

35 DR26/UC600 – Staff Transcript of Telephone 
Hearing, Dated February 4, 2010 

905-928 

36 UT 125 – Docket entries 929-977 

37 DR 26/UC 600 – Docket entries 978-987 
 
ver. 15 
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OPUC 
Last updated April 14, 2000 

HOME 

April 14, 2000 

2000-017 

FOR Ilv!MEDIATE RELEASE 

U S WEST Customers to Receive $270 Million Refund 

Contacts: Ron Eachus, Cha irman, 503 378-6611 ; Roger Hamilton, Commissioner 503 378-
6611 ; Joan H. Smith , Commissioner, 503 378-6611 ; Phil Nyegaard Telecommunication 
administrator 503-378-6436; Bob Valdez, Public Information Officer, 503 378-8962 

US WEST Refund Fact Sheet 

Separate Statement on UT 125, Commissioner Joan H. Smith 

Salem, OR - The Oregon Public Utility Commission (PUC) today resolved a rate 
case dispute dating back to 1997 that will return over $270 million to current and 
former Oregon customers of U S WEST. It will also provide temporary bill credits 
of $63 million annually until the Commission sets final rates . 

The approximate per-line credit for past overpayments for a residential customer 
will be $118. The per-line credit for business customers will be $284, depending 
on how "simple" or 0 complex" the telephone service is. Simultaneously, 
customers will receive a temporary on-going bill credit in the amount of $2.47 a 
month for a residential line and $5.93 for a business line to prevent future 
overpayments while the Commission considers final rate making . This credit will 
end when the Commission sets new retail rates late this year. 

However, customers may not receive the refund and credit until sometime after 
August 1, to allow parties procedural rights to ask the Commission to 
reconsider the order, and allow U S WEST to review any changes made through 
the reconsideration process. 

The order also sets aside 5 percent of the local service refund, $12 million, for 
former U S WEST customers. 

In the 1997 rate case, the Commission found U S WEST had been overcharging 

http://www.puc.state.or.us/press/2000/2000_017.htm 4/20/00 
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customers since the spring of 1996. The contentious case has been winding its 
way through the courts since the Commission's May 1997 ruling and was an 
issue In the 1999 legislative session. 

Today's Commission order adopted and modified a stipulation made between 
the staff and U S WEST last September. 

The 1997 decision required U S WEST to refund customers $102 million and 
reduce annual rates by $97 million. By August the refund would have grown to 
$526 million assuming the Commission order was upheld in court. 

"We were diligent and achieved a reasonable outcome that will finally get 
customers significant refunds they deserve," Commission Chairman Ron 
Eachus said. "We accounted for updated information, the risks of litigation, and 
the length of time that has passed, A bottom line was that we were able to settle 
at a level that we believe maintains the lower rate of return we imposed as a 
consequence of US WEST's poor service." 

The original PUC order reduced the Company's allowed rate of return to 
stockholders because of reduced service quality levels. 

To receive a bill credit consumers must be on the U S WEST network as of the 
date of the refund and have had service for at least 60 days prior to the refund 
date. The 60-day cutoff period is designed to discourage customers from 
subscribing to additional lines immediately before the refund date to receive a 
larger refund. Refunds will be made on a per line basis. The type of service (i.e.) 
business or residential on each line determines the amount. 

Former customers who received at least 6 months of continuous service from U 
S WEST between May 1, 1996 and the date of the refund are also eligible to 
apply in writing to U S WEST for a refund from the five percent set aside. 
Refunds will be available on a "first-verified, first-served basis" in the form of 
a check. 

Long distance providers who are customers of U S WEST will receive an 
amount equal to 13.8 percent of the total refund ($37 .6 million). 

The original stipulation made no provision for former customers. However, the 
Commission insisted former customers be included. 

In order to reach agreement with U S WEST the Commission made several 
adjustments to the rate case. The order takes into consideration $277 million U 
S WEST spent on improvements to the system since 1996, which reduced the 
amount of the refund. In addition, the Commission applied the lower rate of 
return in the 1997 decision, 8. 7 percent, as interest on the accumulated refund, 
rather than the 11.2 percent rate included in current rates. 

The parties have 60 days to ask the Commission to reconsider the stipulation. 
After that time period, US WEST has an additional 45 days to accept or reject 
the stipulation. U S WEST may make the refund earlier if it so chooses. If 

http://www.puc.state.or.us/press/2000/2000_017 .htrn 4/20/00 
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rejected by U S WEST the issue would go back to court. 

Commissioner Roger Hamilton said the Commission sought a refund 
mechanism that is both balanced and will result in a reasonably prompt method 
to get customers their money. "I was looking for what is reasonably fair and 
easiest to administer. I also felt it was very important that former customers 
receive money they are entitled to ." 

Last November, the Oregon Court of Appeals put the case on hold in order for 
the parties to consider the stipulation. 

The Citizens' Utility Board (CUB) and the American Association of Retired 
Persons (AARP) opposed the stipulation, arguing ratepayers are entitled to a 
larger amount. 

The refund obligation is based on $53 million dollars a year plus Interest 
covering a period from May 1, 1996 until the stipulation is implemented. 

The temporary bill credit will appear on customers' bills at the same time the 
initial refund is credited. The credit will continue on an interim basis until the 
Commission sets final rates for U S WEST in phase two of the rate case. Final 
rates will reflect an annual ongoing revenue reduction of $63 million. 

See attached question and answer sheet for additional details 

US WEST Refund Fact Sheet 

Separate Statement on UT 125, Commissioner Joan H. Smith 

http://www.puc.state.or.us/press/2000/2000_01 7 .htm 4/20/00 



421 Southwest Oak Street 
Suite 870 
Portland, Oregon 97204 
Phone 503-242-5234 
FAX 503-242-5456 

Judith A. Peppler 
President - Oregon 

February 28, 2003 

Advice No. 1935 
Supplement No. 1 

The Honorable Roy Hemmingway, Commissio~ Chair 
Oregon Public Utility Commission 
P. 0. Box 2148 
Salem, OR 97308-2148 

ATTENTION: Vikie Bailey-Goggins, Administrator 
Tariffs and Data Analysis 

Dear Commissioner Hemmingway: 

west~ 

R:ECEIVED 

FEB 2 8 2003 
'PUC 

Utlllty Program 

Qwest is forwarding for filing the sheets listed on Attachment A. This supplemental 
filing proposes further revisions to the Exchange and Network Services tariff. The 
effective date is March, 17, 2003. • 

The purpose of this supplemental filing is to reestablish a deaveraged rate structure for 
Qwest' s Public Access Line Service Rates. 

The original filing introduced rate reductions that were calculated in accordance with 
FCC Order No. 02-025. Qwest reviewed the FCC order and its filing without prejudice 
to its pending appeal of the FCC order, and without prejudice to its position in the 
pending appeals of this Commission's orders in Dockets Nos. UT 125 and DR 26/UC 
600. 

The estimated annualized revenue impact of this filing can be found herein under 
confidential cover. 

Attachment B contains commercially valuable information and/or trade secrets and 
are submitted to Staff in confidence pursuant to ORS 192.501, 192.502 and 646.641 
Et seq. We understand that you will notify us prior to release of any such 
information in sufficient time to seek a protective order from the Commission or to 
otherwise preserve its confidentiality. 



The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
Advice No. 1935 

Page2 

If you have questions concerning this filing, please contact Sheila Harris on (503) 242-5950. 

Yours very truly, 

By 
eila 1 . Harris for 

Judy Peppler President - Oregon 
Qwest Communications, Inc. 

Attachments 



EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

Attachment A 
Advice No. 1935 

Supplement No. 1 

SECTION 

5 

SHEET 

136 
137 

REVISION 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTIONS 
3rd Revised Sheet 136 

Cancels 2nd Revised Sheet 136 

5. EXCHANGE SERVICES 

5.5 PlmLIC COMMUNICATIONS SERVICE· COIN AND COINLESS 
5.5.7 PlrnLIC ACCESS LINE SERVICE (Cont'd) 

C. Rates and Charges 

1. Each Basic Public Access Line 

NON-

RECEIVED 

FEB 2 8 2003 
PUC 

Utility Program 

RECURRING MONTHLY RA TE PER RA TE GROUP 
USOC CHARGE 1 2 3 

• Measured 
- Two-way, 

per line[l] 17Q [2] $ 7.98 (R) $ 7.98 (R) $ 7.98 (R) 

- Outgoing only, 
per line[l] 16Q 

• Measured with 
300 Call 
Allowance 
- Two-way, 

per line[l,3] 15W 

• Message 
Two-way, 
per line[l] lMA 

• Message with 
300 Call 
Allowance 
- Two-way, 

per line[l,3] 1W3 

• Flat 
Two-way, 
per line[3] lKY 

[2] 

[2] 

[2] 

[2] 

[2] 

7.98 7.98 7.98 

13.94 15.28 16.35 

7.98 7.98 7.98 

15.19 16.65 17.82 

8.78 9.62 10.30 

• Carrier 
Package[4] 1N8 [2] 10.88 (R) 11.85 (R) 12.63 (R) 

[l] Message usage charge specified, following, applies. 
[2] The business access line nonrecurring charge specified in 5.2 applies. 
[3] EAS rate increment also applies. See 5.1.1. 

[4] Outgoing only service commonly used by Interexchange Carriers. Service includes 

(T) 

(T) 

(T) 

(C) 

(D) 

CUSTOMNET Service and local call restrictions. (T) 

Advice No. 1935 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2002-067 Supplement #1 

Effective: March 17, 2003 
Title President 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTIONS 
3rd Revised Sheet 137 

Cancels 2nd Revised Sheet 137 

5. EXCHANGE SERVICES RECEIVED 

5.5 PlmLIC COMMUNICATIONS SERVICE - COIN AND COINLESS FEB 2 8 2003 
5.5.7 PlmLIC ACCESS LINE SERVICE 

C. Rates and Charges (Cont'd) 

NON· 
RECURRING 

usoc CHARGE 

2. Smart Public 
Access Line, each 

• Flat 

- Outgoing only, 
per line[l] 5FO [2] 

- Two-way, 
per line[l] 5FP [2] 

• Message 

- Outgoing only, 
per line[3] 14C [2] 

- Two-way, 
per line[3] lNH [2] 

3. Message Usage Charges 

• Per message 

• Per Minute of Use 
Placed within the customer's 
local calling area 

[1] BAS rate increment also applies. See 5.1.1. 

PUC 
UUHty Program 

MONTlll,Y RA TE PER RATE GROUP 
1 2 3 

$8.45 (R) $9.05 (R) $9.50 (R) 

9.50 10.17 10.68 

8.61 8.61 8.61 

8.61 (R) 8.61 (R) 8.61 (R) 

MESSAGE 
RATE 

$0.02 (R) 

PERMINuTE 
RATE 

$0.01 

[2] The business access line nonrecurring charge from 5.2 applies. 

[3] Message usage charges apply. 

Advice No. 1935 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2002-067 Supplement #1 

Effective: March 17, 2003 
Title President 

(N) 

(N) 

(T) 
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US WEST COMMUNICATIONS, INC. WORKING PAPERS 
SUPPLEMENT No. 1 

P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 5 
3rd Revised Sheet 136 

Cancels 2nd Revised Sheet 136 

5. EXCHANGE SERVICES 

5.5 PuBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 PuBLIC ACCESS LINE SERVICE (Cont'd) 

C. Rates and Charges 

1. Each Basic Public Access Line 

NON• 
RECURRING MONTHLY RA TE PER RA TE GROUP 

USOC CHARGE 1 2 3 
• Measured 

- Two-way, 
per line[l] 

- Outgoing only, 
per line[l] 

• Measured with 
300 Call 
Allowance 
- Two-way, 

17Q 

16Q 

per line[l,3] 15W 

• Message 
- Two-way, 

per line[l] IMA 

• Message with 
300 Call 
Allowance 
- Two-way, 

per line[l,3] 1W3 

• Flat 
- Two-way, 

per line[3] 

• Carrier 
Package[4] 

lKY 

1N8 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

[2] 

$ 7.98 (R) $ 7.98 (R) $ 7.98 (R) 
' 

7.98 7.98 7.98 

13.94 15.28 16.35 

7.98 7.98 7.98 

15.19 16.65 17.82 

8.78 9.62 10.30 

10.88 (R) 11.85 (R) 12.63 (R) 

[1] Message usage charge specified, following, applies. 
[2] The business access line nonrecurring charge specified in 5.2 applies. 
[3] EAS rate increment also applies. See 5.1.L 

[4] Outgoing only service commonly used by Interexchange Carriers. Service includes 
CUSTOMNET Service and local call restrictions. 

Advice No. 1935 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2002-067 Supplement No. 1 

Effective: March 17, 2003 
Title President 
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(T) 

(C) 

(D) 

(T) 



US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 5 
3rd Revised Sheet 137 

Cancels 2nd Revised Sheet 137 

5. EXCHANGE SERVICES 

5.5 PuBLIC COMMUNICATIONS SERVICE • COIN AND COINLESS 
5.5.7 PuBLIC ACCESS LINE SERVICE 

C. Rates and Charges (Cont'd) 

NON-
RECURRING MONTHLY RA TE PER RA TE GROUP 

usoc CHARGE 1 2 3 

2. Smart Public 
Access Line, each 

• Flat 

- Outgoing only, 
per line[l] 5FO [2] $8.45 (R) $9.05 (R) $9.50 (R) 

- Two-way, 
per line[l] 5FP [2] 9.50 10.17 10.68 

• Message 

- Outgoing only, 
per line[3] 14C [2] 8.61 8.61 8.61 

- Two-way, 
per line[3] lNH [2] 8.61 (R) 8.61 (R) 8.61 (R) 

3. Message Usage Charges 
MESSAGE 

RATE 

• Per message $0.02 (R) 

PERMINuTE 
RATE 

• Per Minute of Use 
Placed within the customer's 
local calling area $0.01 

[1] EAS rate increment also applies. See 5.1.1. 

[2] The business access line nonrecurring charge from 5.2 applies. 

[3] Message usage charges apply. 

Advice No. 1935 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2002-067 Supplement No. 1 

Effective: March 17, 2003 
Title President 

(N) 

(N) 

(T) 



Qwest 
421 Southwest Oak Street 
Suite 870 
Portland, Oregon 97204 
Phone 503-242-5234 
FAX 503-242-5456 

Judith A. Peppler 
President - Oregon 

July 28, 2003 

Advice No. 1946 

The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
P. 0. Box 2148 
Salem, OR 97308-2148 

ATTENTION: Vikie Bailey-Goggins, Administrator 
Tariffs and Data Analysis 

Dear Commissioner Hemmingway: 

JUL 2 8 2003 
pUC 

Utlllty program 

Qwest® 
Spirit of Service"' 

Qwest is forwarding for filing the sheets listed on Attachment A. This fling makes 
changes to Public Access Line (PAL) Service offerings in the Exchange and Network 
Services tariff. The effective date is August 28, 2003. 

In compliance with FCC Order 02-025 Qwest is submitting the enclosed filing to 
introduce Public Access Line (P AL)-specific Fraud Protection Service offerings. 
Customers currently purchasing Qwest CUSTOJ'v1NET service offerings will be migrated 
to the appropriate new Fraud Protection service. Fraud Protection for Basic PAL Service 
offers three levels of protection: incoming, outgoing, and incoming & outgoing 
combination. 

All Fraud Protection services will be billed at the recurring/monthly rate of $0.11. The 
non-recurring charge of $1.12 will apply when 1ihe Fraud Protection features are provided 
subsequent to the initial installation of the Basic PAL access line. These rates will be in 
effect across all Qwest Communications tariffs as they relate to Public Access Line Fraud 
Protection. 



The Honorable Roy Hemmingway, Commission Chair 
Oregon Public Utility Commission 
Advice No. 1946 

Page 2 

Because Qwest has decided to reduce its PAL rates, the rates have been recalculated in 
accordance with FCC Order No. 02-025. Qwest has reviewed the FCC order and is 
making this filing without prejudice to its pending appeal of the FCC order, and without 
prejudice to its position in the pending appeals of this Commission's orders in Dockets 
Nos. UT 125 and DR 26/UC 600. 

The estimated annualized revenue impact of this filing can be found herein under 
confidential cover. 

Attachments B and C contain commercially valuable information and/or trade 
secrets and are submitted to Staff in confidence pursuant to ORS 192.501, 192.502 
and 646.641 Et seq. We understand that you will notify us prior to release of any 
such information in sufficient time to seek a protective order from the Commission 
or to otherwise preserve its confidentiality. 

If you have questions concerning this filing, please contact Sheila Harris on (503) 242-5950. 

Yours very truly, 

By 
. Harris for 

y Peppler President - Oregon 
Qwest Communications, Inc. 

Attachments 



EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 29 

Attachment A 
Advice No. 1946 

SECTION SHEET REVISION 

5 132 1 
5 132.1 0 
5 134 1 
5 135 1 
5 136 4 
5 137.1 0 



US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

SECTION 5 
1st Revised Sheet 132 

Cancels Original Sheet 132 

5.5 PlJBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 

5.5.7 PlJBLIC ACCESS LINE SERVICE 

A. Description 

1. Public Access Line (PAL) Service provides telephone service to all Payphone (T) 
Service Providers (PSP) pay telephones with or without coin collecting devices. 
Basic PAL access to the network will be providep. on a flat, measured, measured • 
with 300 call allowance, message or message with 300 call allowance or Carrier 
Package ( out only) basis. 

Smart PAL Service is a flat or message, two-way or outgoing only line which 
utilizes central office coin control features. This service provides: 

• Coin signaling, including coin collect and coin return. 
• Company completed and carried local and intraLAT A toll messages, both sent 

paid and non-sent paid. 
• Company operator services/systems for all 0-, 0+ and 1 + intraLAT A toll calls, 

and 0+ local calls. 
• Routing to the presubscribed carrier for all 0+ and 00- interLAT A calls. 
• Pay-per-call blocking (e.g. 900 and 976). 
• Incoming and outgoing call screening. 
• Access to: 

- Directory assistance, 
- 911 emergency code, 
- All interexchange carriers, 
- 800/800-type service and 950 telephone numbers, 
- Company repair service. 

Advice No. 1946 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2003-040 

Effective: August 28, 2003 
Title President - Oregon 



US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

SECTION 5 
Original Sheet 132.1 

5.5 Pu:BLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 Pu:BLIC ACCESS LINE SERVICE 

A. Description (Cont'd) 

2. Fraud Protection Service for Basic PAL Service offers three levels of protection: (N) 
incoming, outgoing, and incoming & outgoing as described below. 

• Incoming Fraud Protection, or Billed Number Screening (BNS), prohibits 
collect and/or third number billed calls from being charged to Incoming Fraud • 
Protected numbers. Callers attempting to place a collect or third number billed 
call using an Incoming Fraud Protected number for billing will be advised by 
an operator that such billing is unauthorized and the call will not be completed 
until other payment or billing arrangements are made. 

• Outgoing Fraud Protection restricts outgoing toll calls to only collect, third 
number billed and calling card. 

Incoming & Outgoing Fraud Protection is a combination of the two 
aforementioned Fraud Protection Services. 

Fraud Protection Service is subject to the availability of facilities with Basic PAL 
Service. Operator assisted, collect and/or third number billed calls originating 
from locations that do not have screening capabilities may not be capable of being 
intercepted and denied and will be billed, e.g., International calls and calls that do 
not go through the Billing Validation Authority database. Provision of Fraud 
Protection does not alleviate customer responsibility for completed toll calls. 
Rates and Charges for this service are set forth in 5.5.7.C.4., following. (N) 

Advice No. 1946 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2003-040 

Effective: August 28, 2003 
Title President - Oregon 



U S WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

SECTIONS 
l st Revised Sheet 134 

Cancel_s Original Sheet 134 

5.5 PuBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 PlIBLIC ACCESS LINE SERVICE 

B. Terms and Conditions (Cont'd) 

5. All other conditions of service not specifically mentioned herein will be governed 
by exchange access service including, but not limited to, directory listings, touch
tone calling service, and limits of liability. 

6. In the event it becomes apparent that a PSP pay telephone is attached to a line not • 
authorized for such use, the Company reserves the right to disconnect that 
customer's service. However, should the customer so request, the Company will 
install a PAL at the rates and charges specified herein. 

(D) 
7. Each Basic PAL will be equipped with call screening capabilities. Call screening (T) 

as referenced here allows participating operator service companies to perform 
data base verification to determine if third party billed or collect calls are 
authorized for the billed number requested by the call originator. Call screening 
does not block calls from completing in the Company's network. 

8. The Company shall not be liable for any incidental or consequential damages, (T) 
including but not limited to loss, damage, expense or charges arising from the 
Company's provisioning of call screening. 

9. The Company does not guarantee nor warrant that call screening will block (T) 
collect and third party billed calls. The customer shall indemnify and hold the 
Company harmless from any and all losses, claims, demands, suits or other 
actions, or any liability, whether suffered, made, instituted or asserted by the 
customer or by any other party or person, for any loss, damage or charges caused 
or claimed to have been caused by the failure of call screening to prevent collect 
third party billed or other similar charges from the customer's account. 

10. The Company will provide.written verification of call screening upon the request (T) 
of the customer. There is no monthly or nonrecurring charge for call screening. 

Advice No. 1946 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2003-040 

Effective: August 28, 2003 
Title President - Oregon 



U S WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

SECTION 5 
1st Revised Sheet 135 

Cancels Original Sheet 135 

5.5 Pl.JBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 PlIBLIC ACCESS LINE SERVICE 

B. Terms and Conditions (Cont'd) 

11. The Company is not liable for shortages of coins deposited and/or collected from (T) 
the pay telephones used on PAL Service. 

12. The Company is not liable for end-user fraud associated with failure of the (T) 
customer's pay telephones to perform correctly. 

13. Message rates apply to all applicable local and EAS calls. No message rate is (T) 
assessed for long distance calling. 

14. Loop Diversity and/or Avoidance (T) 

a. Loop Diversity and/or Avoidance defined in the Private Line Transport Services 
Tariff are available with Basic Public Access Lines. 

b. Customers subscribing to Loop Diversity must also subscribe to additional 
facilities for the diverse route. 

15. The following terms and conditions are specific to Smart PAL Service: (T) 

a. Separate lines are used for each pay telephone instrument installed. Off 
premises extensions are not permitted. 

(D) 
b. The customer must insure that the telephone sets used with Smart PAL Service (T) 

are capable of rating sent-paid local calls and are compatible with, and cause no 
harm to the Company's network. 

Advice No. 1946 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2003-040 

Effective: August 28, 2003 
Title President - Oregon 



, US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 5 
4th Revised Sheet 136 

Cancels 3rd Revised Sheet 136 

5. EXCHANGE SERVICES 

5.5 PlIBLIC COMMUNICATIONS SERVICE· COIN AND COINLESS 
5.5.7 PlIBLIC ACCESS LINE SERVICE (Cont'd) 

C. Rates and Charges 

1. Each Basic Public Access Line 

NON· 
RECURRING MONTHLY RA TE PER RA TE GROUP 

usoc CHARGE 1 2 
• Measured 

- Two-way, 
per line[l] l7Q [2] $ 7.98 $ 7.98 

- Outgoing only, 
per line[l] 16Q [2] 7.98 7.98 

• Measured with 
300 Call 
Allowance 
- Two-way, 

per line[ 1,3] 15W [2] 13.94 15.28 

• Message 
- Two-way, 

per line[l] IMA [2] 7.98 7.98 

• Message with 
300 Call 
Allowance 

Two-way, 
per line[l,3] 1W3 [2] 15.19 16.65 

• Flat 
- Two-way, 

perline[3] lKY [2] 8.78 9.62 

Carrier 
Package[4] 1N8 [2] 8.99 (R) 9.96 (R) 

[1] Message usage charge specified, following, applies. 
[2] The business access line nonrecurring charge specified in 5.2 applies. 
[3] EAS rate increment also applies. See 5.1.1. 

3 

$ 7.98 

7.98 

16.35 

7.98 

17.82 

10.30 

10.74 (R) 

[4] Outgoing only service commonly used by Interexchange Carriers. Service includes 
Fraud Protection Service. (C) 

Advice No. 1946 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2003-040 

Effective: August 28, 2003 
Title President - Oregon 



US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 5 
Original Sheet 137.1 

5. EXCHANGE SERVICES 

5.5 PuBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 PuBLIC ACCESS LINE SERVICE 

C. Rates and Charges (Cont'd) 

4. Fraud Protection features will be provided at the following rates and charges: 

• Fraud Protection 

- Incoming, per line 

- Outgoing, per line 

- Incoming and Outgoing, 
per line 

Advice No. 1946 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2003-040 

usoc 

PSESI 

PSESO 

PSESP 

NONRECURRING MONTHLY 
CHARGE RATE 

$1.12 $0.11 

1.12 0.11 

Effective: August 28, 2003 
Title President - Oregon 

(N) 

(N) 



U S WEST COMMUNICATIONS, INC. WORKING PAPERS 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

SECTIONS 
O1iginal 1st Revised Sheet 132 

Cancels Original Sheet 132 

5. EXCHANGE SERVICES 

5.5 PUBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 

5.5.7 PUBLIC ACCESS LINE SERVICE 

A. Description 

L. Public Access Line (PAL) Service provides telephone service to all Payphone ill 
Service Providers (PSP) pay telephones with or without coin collecting devices. 
Basic PAL access to the network will be provided on a flat, measured, measured 
with 300 call allowance, message or message with 300 call allowance or Carrier 
Package (out only) basis. 

Smart PAL Service is a flat or message, two-way or outgoing only line which 
utilizes central office coin control features. This service provides: 

• Coin signaling, including coin collect and coin return. 
• Company completed and carried local and intraLAT A toll messages, both sent 

paid and non-sent paid. 
• Company operator services/systems for all 0-, 0+ and 1 + intraLAT A toll calls, 

and 0+ local calls. 
• Routing to the presubscribed carrier for all 0+ and 00- interLATA calls. 
• Pay-per-call blocking (e.g. 900 and 976). 
• Incoming and outgoing call screening. 
• Access to: 

- Directory assistance, 
- 911 emergency code, 
- All interexchange carriers, 
- 800/800-type service and 950 telephone numbers, 
- Company repair service. 

Advice No. -l--'.7±41946 
Issued by US WEST Communications, Inc.Effective: December 16, 1998August 28, 2003 
By L. D. Huss J. A. Peppler Title ¥i€e President - Oregon 
OR2003-040 



US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 SECTION 5 
EXCHANGE AND Original Sheet 132.1 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

5.5 PlIBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 PlIBLIC ACCESS LINE SERVICE 

A. Description (Cont'd) 

2. Fraud Protection Service for Basic PAL Service offers three levels of protection: 
incoming, outgoing, and incoming & outgoing as described below. 

• Incoming Fraud Protection, or Billed Number Screening {BNS), prohibits 
collect and/or third number billed calls from being charged to Incoming Fraud 
Protected numbers. Callers attempting to place a collect or third number billed 
call using an Incoming Fraud Protected number for billing will be advised by 
an operator that such billing is unauthorized and the call will not be completed 
until other payment or billing arrangements are made. 

• Outgoing Fraud Protection restricts outgoing toll calls to only collect, third 
number billed and calling card. 

• Incoming & Outgoing Fraud Protection is a combination of the two 
aforementioned Fraud Protection Services. 

Fraud Protection Service is subject to the availability of facilities with Basic PAL 
Service. Operator assisted, collect and/or third number billed calls originating 
from locations that do not have screening capabilities may not be capable of being 
intercepted and denied and will be billed. e.g., International calls and calls that do 
not go through the Billing Validation Authority database. Provision of Fraud 
Protection does not alleviate customer responsibility for completed toll calls. 

N 

Rates and Charges for this service are set forth in 5.5.7.C.4., following. fNl 

Advice No. 1946 
Issued by US WEST Communications. Inc. Effective: August 28, 2003 
By J. A. Peppler Title President - Oregon 
OR2003-040 



U S WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

SECTIONS 
Otiginal 1st Revised Sheet 134 

Cancels O1i gin al Sheet 134 

5.5 PuBLIC COMMUNICATIONS SERVICE • COIN AND COINLESS 
5.5.7 PuBLIC ACCESS LINE SERVICE 

B. Terms and Conditions (Cont'd) 

5. All other conditions of service not specifically mentioned herein will be governed 
by exchange access service including, but not limited to, directory listings, touch
tone calling service, and limits of liability. 

6. In the event it becomes apparent that a PSP pay telephone is attached to a line not 
authorized for such use, the Company reserves the right to disconnect that 
customer's service. However, should the customer so request, the Company will 
install a PAL at the rates and charges specified herein. 

7. CUST0},11\TETServiee, Sf:)eeifiedin 10.4.1, is aYailable to Basie PAL oustomers. .cm 
&7_. Each Basic PAL will be equipped with call screening capabilities. Call screening ill 

as referenced here allows participating operator service companies to perform 
data base verification to determine if third party billed or collect calls are 
authorized for the billed number requested by the call originator. Call screening 
does not block calls from completing in the Company's network. 

9~. The Company shall not be liable for any incidental or consequential damages, ill 
including but not limited to loss, damage, expense or charges arising from the 
Company's provisioning of call screening . 

.J-0.,2_. The Company does not guarantee nor warrant that call screening will block ill 
collect and third party billed calls. The customer shall indemnify and hold the 
Company harmless from any and all losses, claims, demands, suits or other 
actions, or any liability, whether suffered, made, instituted or asserted by the 
customer or by any other party or person, for any loss, damage or charges caused 
or claimed to have been caused by the failure of call screening to prevent collect 
third party billed or other similar charges from the customer's account. 

1 J.Q. The Company will provide written verification of call screening upon the request ill 
of the customer. There is no monthly or nonrecurring charge for call screening. 

Advice No. ~1946 
Issued U S WEST Communications, Inc.Effective: December 16, 1998August 28, 2003 
By brl~rtl:HIBJ. A. Peppler Title -¥tee President - Oregon 
OR2003-040 



US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 
EXCl·IANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

SECTIONS 
O1iginal 1st Revised Sheet 135 

Cancels O1iginal Sheet 135 

5.5 PuBLIC COMMUNICATIONS SERVICE • COIN AND COINLESS 
5.5.7 PuBLIC ACCESS LINE SERVICE 

B. Terms and Conditions (Cont'd) 

1~-l, The Company is not liable for shortages of coins deposited and/or collected from ill 
the pay telephones used on PAL Service. 

rn.i. The Company is not liable for end-user fraud associated with failure of the ill 
customer's pay telephones to perform correctly. 

14}. Message rates apply to all applicable local and EAS calls. No message rate is ill 
assessed for long distance calling. 

1.§1. Loop Diversity and/or Avoidance ill 

a. Loop Diversity and/or Avoidance defined in the Private Line Transport Services 
Tariff are available with Basic Public Access Lines. 

b. Customers subscribing to Loop Diversity must also subscribe to additional 
facilities for the diverse route. 

le}. The following terms and conditions are specific to Smart PAL Service: ill 

a. Separate lines are used for each pay telephone instrument installed. Off 
premises extensions are not permitted. 

b. Until other carriers ean provide sent paid lnterLATA. eoin service, all direet 
dialed InterLAT.A and International (l 1, lOXXX 1 1, and 0111) ealls ·.vill be 
fonvardod to AT&T for eoin rating and completion. 

eg_. The customer must insure that the telephone sets used with Smart PAL Service 
are capable of rating sent-paid local calls and are compatible with, and cause no 
harm to the Company's network. 

Advice No. ~1946 
Issued by US WEST Communications, Inc.Effective: Deeember 16, 1998.'\.ugust 28, 2003 
By L. D. Huss J. A. Peppler Title ¥ire President - Oregon 
OR2003-040 

T 
ill} 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 SECTION 5 
EXCHANGE AND ~ 4th Revised Sheet 136 
NETWORK SERVICES Cancels~ 3rd Revised Sheet 136 

5. EXCHANGE SERVICES 

5.5 PuBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 PuBLIC ACCESS LINE SERVICE (Cont'd) 

C. Rates and Charges 

1. Each Basic Public Access Line 

NON-
RECURRING MONTHLY RATE PER RATE GROUP 

usoc CHARGE 1 2 
• Measured 

- Two-way, 
per line[l] 17Q [2] $ 7.98 $ 7.98 

- Outgoing only, 
per line[l] 16Q [2] 7.98 7.98 

• Measured with 
300 Call 
Allowance 
- Two-way, 

per line[l,3] 15W [2] 13.94 15.28 

• Message 
- Two-way, 

per line[l] lMA [2] 7.98 7.98 

• Message with 
300 Call 
Allowance 
- Two-way, 

perline[l,3] 1W3 [2] 15.19 16.65 

• Flat 
- Two-way, 

per line[3] lKY [2] 8.78 9.62 

• Carrier 
Package[4] 1N8 [2] rn.&8 H.8§ 

8.99 (R) 9.96 ffi) 

[1] Message usage charge specified, following, applies. 
[2] The business access line nonrecurring charge specified in 5.2 applies. 
[3] BAS rate increment also applies. See 5.1.1. 

3 

$ 7.98 

7.98 

16.35 

7.98 

17.82 

10.30 

ti.e~ 
10.74 (R} 

[4] Outgoing only service commonly used by Interexchange Carriers. Service includes 
cusro...~,1:l·lET Serviee aad local eaU restrietioas Fraud Protection Service. ~ 

Advice No. ~1946 
Issued by U S WEST Communications, Inc. 
By J. A. Peppler 
OR2003-040 

Effective: Ma-reh 17, 2003August 28. 2003 
Title President - Oregon 



US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 29 SECTIONS 
EXCHANGE AND Original Sheet 137.1 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

5.5 PuBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 PuBLIC ACCESS LINE SERVICE 

C. Rates and Charges (Cont'd) 

4. Fraud Protection features will be provided at the following rates and charges: N 

NONRECURRING MONTIIl,Y 
usoc CHAllGE RATE 

• Fraud Protection 

- Incoming2 per line PSESl 

- Outgoing2 per line PSESO ~l.12 ~0.11 

- Incoming and Outgoing2 

per line PSESP 1.12 0.11 lli2 

Advice No. 1946 
Issued by U S WEST Communications, Inc. Effective: August 28, 2003 
By J. A. Peppler Title President - Oregon 
OR2003-040 
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BEFORE THE PUBLIC UTILITY COMMISSION OFg~~o '~ -

DR 26/UC 600 

THE NORTHWEST PUBLIC 
COMMUNICATIONS COUNCIL, 

Complainant, 

v. 

QWEST CORPORATION, 

Respondent. 

ST A TE OF OREGON ) 
) ss. 

County of Multnomah ) 

AFFIDAVIT OF SHEILA M. HARRIS 

RECE IVED 
J/.\N O 11 2005 

PubllcUlilllyCommiss1onof Oregofl 

Adn1ini61r6tlvet10011nosOtv1010" 

I, Sheila M. Harris, being first duly sworn, do depose and say: 

1. I am a Regulatory Manager for Qwest in the State of Oregon. I make this 

Affidavit in support of Qwest's Memorandum in Opposition to NPCC's Motion for Partial 

Summary Judgment and in Support of Qwest's Cross-Motion for Summary Judgment in the 

above-captioned case. 

2. Attached to this Affidavit as Exhibit 1 is a true and correct copy of Advice 

No. 1668 filed by US WEST Communications, Inc. ("US WEST") with the Public Utility 

Commission of Oregon on January 15, 1997. 

3. Attached to this Affidavit as Exhibit 2 is a true and correct copy of a letter dated 

April 1, 1997 from the Oregon Public Utility Commission to US WEST, relating to Advice 

No. 1668. 

4. I have reviewed Qwest's files relating to its Oregon tariff filings for payphone 

services. After US WEST filed Advice No. 1668 with the Oregon Commission on January 15, 

1997, US WEST made no other tariff filings with the Oregon Commission relating to its 

PAGE 1- AFFIDAVIT OF SHEILA M. HARRIS 
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services provided to other payphone providers until September 16, 1997, when US WEST filed 

Advice No. 1689. A true and correct copy of Advice No. 1689 is attached hereto as Exhibit 3. 

5. All payphone service providers ("PSPs") who subscribed to PALs as of July 24, 

2000, received a refund from Qwest in the amount of $334.59 per PAL in approximately 

September 2000, covering the time period May 1, 1996 through September 20, 2000, as well as 

additional monthly credits totaling $6.68 per PAL for the next approximately 15 months, 

pursuant to the Commission's orders in Docket Nos. UT 80 and UT 125. PSPs who formerly 

were PAL subscribers were also eligible for refunds in the same amount. Oregon PSPs thereby 

received refunds and credits in the amount of approximately $434.79 for each PAL, and a total of 

approximately $2,624,251 in refunds an~dits
1 

for all PALs. 
( ' / \ fl{. <f-,r- ------..... 

SheilaM. Harris .J 

~ 
SUBSCRIBED AND SWORN to before me this<i_ day of January, 2005. 

I a,Sl':,. Of'FICIALSEAL 
I tYtr-;~':~oi; C/\RLA M. BUTLER 

~~1bo/ ' NOTARY PUBLIC-OREGON 

I ~ r COMMISSION NO. 368928 
·.w COMMISSION EXPIRES JUNE 1, 2007 

? 

NOTARY PUBLIC FOR ~G?N 
My commission expires: / ~ 0 7 

PAGE 2- AFFIDAVIT OF SHEILA M. HARRIS 
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US WEST Communications, Inc. 
421 Soulhwest Oak Sueel Su1Ie 853 
P011iand. Oregon 97204 
503 242-5105 
503 242-5465 Facs,mlle 

Chuck Lenard 
Vice President-Oregon 

ll.'-WEST. 
COMMUNICATIONS@ 

January 15, 1997 "Letter of Acknowledgement" 

Advice No. 1668 

The Honorable Roger Hamilton, Commission Chair 
Oregon Public Utility Commission 
550 Capitol Street NE 
Salem, Oregon 97310-1380 

ATTENTION: Janice Fulker, Administrator 
Tariffs and Data Analysis 

Dear Commissioner Hamilton: 

US WEST Communications, Inc. (US WEST) is forwarding for filing the 
sheets listed on Attachment A. These are revisions to the Exchange and 
Network Services tariff. The effective date is April 15, 1997. 

This filing introduces Smart Public Access Line (Smart PAL). Smart PAL is 
intended to meet the requirements in the FCC Order 96-388 (Paragraphs 146 
and 147) as modified in FCC Order 96-439 (Paragraph 163) to provision a coin 
line for use by all Payphone Service Providers who wish to place coin control 
functions on the line rather than the telephone set. In addition, this filing 
withdraws language in the tariff which regulates the operational 
characteristics of Payphone Service Provider pay telephones. 

Currently U S WEST offers a basic PAL line which is a voice grade line used 
by Independent Payphone Providers to connect "smart" pay telephone 
equipment to the U S WEST Public Switched Network. The Smart PAL is a 
pay telephone access line with inherent coin control functions provided by 
U S WEST's central office. Smart Pal is offered on a message rated basis, 
however, in central offices which do not have usage sensitive billing 
capability, a flat rated Smart Pal is being offered. 

The estimated annual revenue impact of this filing is calculated on 
Attachment B. 

Exhibit 1 
Page 1 of9 



) 

The Honorable Roger Hamilton, Commission Chair 
Oregon Public Utility Commission 
Advice No. 1668 

Page2 

The proposed per message rate and nonrecurring rate for the Smart Pal line 
mirror the current nonrecurring rates offered for the basic Pal line. The 
recurring rates for the Smart Pal line were developed using the existing 
price/cost relationship of the basic Pal. Attachment C includes a cost/price 
comparison and the December 1996 recurring Smart Pal Total Service Long 
Run Incremental Cost Study. 

Attachment C contains commercially valuable information and/or trade 
secrets and is submitted to Staff in confidence pursuant to ORS 192.501 and 
192.502. We understand that you will notify us prior to release of any such 
information in sufficient time to seek a protective order from the 
Commission or to otherwise preserve its confidentiality. 

If you have questions concerning this filing, please contact Kathy Brady on 
(503) 242-5623. 

Yours very truly, 

By _ [':~~ 2.~o,~.:::;____ 
Vice Presidenddgon 

U S WEST Communications, Inc. 

Attachments 

Exhibit 1 

Page 2 of9 
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EXCHANGE AND NE1WORK SERVICES 
P.U.C. OREGON NO. 25 

Attachment A 
Advice No. 1668 

SECTION SHEET REVISION 

5 
5 
5 
5 
5 
5 

57.1 
58 
59 
60 
61 
62 

Original 
2nd 
2nd 
3rd 
5th 
2nd 

Exhibit 1 

Page 3 of9 
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) 

) 

__ ) 

US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 2S 
EXCHANGE AND 
NETWORK SERVICES 

SECTIONS 
Original Sheet 57. l 

,,, ,3 ll\ l_c; l fi I 

S.5 

S.S.7 

S. EXCHANGE SERVICES 

:;~'- + '1'.?_. 
n · ? 

f": • I "I ,, ' •'"1117 ..)\ t . . ·._ 
PuBLIC COMMUNICATIONS SERVICE· COIN AND COINLESS (Cont'd) \ . R OP \rJ 'c! D j 

( r ' I ,., 
· , .) / •1._i;:: ;\;f 

··._ . (M) 
~ 

PUBLIC ACCESS LINE SERVICE 

A. Description 

Public Access Line (PAL) Service provides telephone service to all Payphone 
Service Providers (PSP) pay telephones with or without coin collecting devices. 
Basic PAL access to the network will be provided on a measured, measured with 
300 call allowance, message or message with 300 call allowance or Carrier 
Package (out only) basis only. 

er 
(T) 

(M) 

Smart PAL Service is a flat or message, two-way or outgoing only line which (N) 
utilizes central office coin control features. This service provides: 

• Coin signaling, including coin collect and coin return. 
• Company completed and carried local and intraLA TA toll messages, both sent 

paid and non-sent paid. 
• Company operator services/systems for all 0-, O+ and 1+ intraLATA toll calls, 

and O+ local calls. 
• Routing to the presubscribed carrier for all O+ and 00- interLA TA calls. 
• Pay-per-call blocking (e.g. 900 and 976). 
• Incoming and outgoing call screening. 
• Access to: 

- Directory assistance, 
- 911 emergency code, 
- All interexchange carriers, 
- 800/800-type service and 950 telephone numbers, 
- Company repair service. 

(M) Material moved from Sheet 58. 

Advice No. 1668 

(N) 

Issued by U S WEST Communications, Inc. 
By C. A. Lenard 
OR96-133 

Effective: April 15, 1997 Exhibit 1 
Title Vice President Page 4 of 9 
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) 

. _ .,,' 

US WEST COI\1MUNICATIONS, INC. 
P.U.C, OREGON No. 25 
EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

5.5 
5.5.7 

PuBLIC COMMUNICATIONS SERVICE • COIN AND COINLESS 
PUBLIC ACCESS LINE SERVICE (Cont'd) 

B. Terms and Conditions 

1. PAL Service and features are available where equipment, facilities and operating 
conditions permit. 

2. A number change may be required if a customer changes from existing service to 
PAL Service. 

3. All PSP pay telephones must be connected to PAL Service. 

4. Payment of all business measured service usage, message service usage, toll 
message service, Information Delivery Service and directory and operator 
assistance charges from a PAL shall be the responsibility of the customer 
subscribing to the PAL Service. 

(M) Material moved to Sheet 57 .1 . 

Advice No. 1668 

(M) 

(D) 
(T) 

(D) 
(C) 
(D) 
(T) 

Issued by U S WEST Communications, Inc. 
By C. A. Lenard • 

Effective: April 15, 1997 Exhibit 1 
Title Vice President Pages of 9 

OR96-133 



U S WEST C01\11\1UNICA TIONS, INC. 
P.U.C. OREGON No. 25 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 5 
2nd Revised Sheet 59 

Cancels l st Revised Sheet 59 
,t ,i 14 IS 16 I,> 

~'' ....ii 19. 
5. EXCHANGE SERVICES ~ .. ~ 

~ JAN ~ 

5.5 PUBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 PUBLIC ACCESS LINE SERVICE 

~ FiEc 1997 ~ 
If) Q EIVEo " 
~ Puc " 

,,.-✓.SALEM B. Terms and Conditions (Cont'd) c& 
l ,.,t. • . • 

5. All other conditions of service not specifically mentioned herein will be govern 
by exchange access service including, but _not limited to, directory listings, 
touch-tone call_ing service, and limits of liability. 

6. In the event it becomes apparent that a PSP pay telephone is attached to a line not (T) 
authorized for such use, the Company reserves the right to disconnect that 
customer's service. However, should the customer so request, the Company will 
install a PAL at the rates and charges specified herein. 

7. CUSTOMNET Service, specified in l 0.4.1 of the Exchange and Network Services 
Price List, is available to Basic PAL customers. 

8. Each Basic PAL will be equipped with call screening capabilities. Call screening 
as referenced here allows participating operator service companies to perform 
data base verification to determine if third party billed or collect calls are 
authorized for the billed number requested by the call originator. Call screening 
does not block calls from completing in the Company's network. 

(D) 

T 
(T) 

9. The Company shall not be liable for any incidental or consequential damages, (T) 
including but not limited to loss, damage, expense or charges arising from the 
Company's provisioning of call screening. 

10. The Company does not guarantee nor warrant that call screening will block 
collect and third party billed calls . The customer shall indemnify and hold the 
Company harmless from any and all losses, claims, demands, suits or other 
actions, or any liability, whether suffered, made, instituted or asserted by the 
customer or by any other party or person, for any loss, damage or charges caused 
or claimed to have been caused by the. failure of call screening to prevent collect 
third party billed or other similar charges from the customer's account. 

11. The Company will provide written verification of call screening upon the request 
of the customer. There is no monthly or nonrecurring charge for call screening. 

(M) Material moved from Sheet 60. 

Advice No. 1668 

(T)(M) 

(T) 
(M) 

Issued by U S WEST Communications, Inc. 
By C. A. Lenard 

Effective: April 15, 1997 Exhibit 1 
Title Vice President Page 6 of 9 

OR96-133 
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) 

. ) 
.. _,.,..,· 

U S WEST C01\fl\.1UNICA TIO NS, INC. 
P.U.C. OREGON NO. 25 
EXCHANGE AND 
NETWORK SERVICES 

S. EXCHANGE SERVICES 

S.S PUBLIC COMMUNICATIONS SERVICE· COIN AND COINLESS 
5.5.7 PUBLIC ACCF.SS LINE SERVICE 

B. Terms and Conditions (Cont'd) 
(M) 

12. The Company is not liable for shortages of coins deposited and/or collected from (N) 
the pay telephones used on PAL Service. 

13. The Company is not liable for end-user fraud associated with failure of the 
customer's pay telephones to perform correctly. (N) 

14. Message rates apply to all local and EAS calls. No message rate is assessed for (T) 
long distance calling. 

15. Loop Diversity and/or Avoidance (T) 

a. Loop Diversity and/or Avoidance defined in the Private Line Transport Services 
Price List are available with Basic Public Access Lines. (T) 

b. Customers subscribing to Loop Diversity must also subscribe to additional 
facilities for the diverse route. 

16. The following tenns and conditions are specific to Smart PAL Service: 

a. Separate lines are used for each pay telephone instrument installed. Off 
premises extensions are not permitted. 

b. Until other carriers can provide sent-paid InterLATA coin service, all direct 
dialed lnterLATA and International (l+, lOXXX+l, and 011+) calls will be 
forwarded to AT&T for coin rating and completion. 

c. The customer must insure that the telephone sets used with Smart PAL Service 
are capable of rating sent-paid local calls and are compatible with, and cause no 
harm to the Company's network. 

d. In central offices not capable of providing message Smart PAL, Smart PAL will 
be offered on a flat rate basis. The customer shall be required to convert to 
message Smart PAL when the central office is converted to accommodate 
message service. 

Advice No. 1668 
Issued by U S WEST Communications, Inc. 
By C. A. Lenard 
OR96-133 

Effective: April 15, 1997 
Title Vice President 

(N) 
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U S WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 25 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 5 
5th Revised Sheet 61 

Cancels 4th Revised Sheet 6 ---.~ ..... 

5, EXCHANGE SERVICES 

,i,i \415!61J 
r:;;,~ ...i %9 
~ ... ., 
~ JAN 1997 

1 

~ Rece,vEo 5.5 
5.5.7 

PUBLIC COMMUNICATIONS SERVICE· COIN AND COlNLESS 
PUBLIC ACCESS LINE SERVICE (Cont'd) i OPuc _.;, 

c;., -.c!A, .:..M / 1.,<:i." 

C. Rates and Charges 

1. Each Basic Public Access Line 

• Measured 
- Two-way, per line[!) 
- Outgoing only, per line[!) 

• Measured with 300 Call 
Allowance 
- Two-way, per line[l,3] 

• Message 
- Two-way, per line[4] 

'/('~' :t"> 
0£>szaz LI.~ 

NONRECURRING MONTHLY 
USOC CHARGE RATE 

17Q 
16Q 

15W 

[2] 
[2] 

[2] 

[2) 

$18.00 
18.00 

30.87 

18.00 

[l] In addition, Business Measured Service usage rates from 5.2 of the Exchange and 
Network Services Price List, apply. 

[2] The business access line nonrecurring charge specified in 5.2 applies. 

[3) Flat business EAS rates, specified in 5.1.1 of the Exchange and Network Service 
Price List, apply. 

[4] Message usage charge specified, following, applies. 

Advice No. 1668 

(T) 

(T) 
(T) 

(T) 

(T) 

(T) 

(T) 

Issued by U S WEST Communications, Inc. 
By C. A. Lenard 
OR96-133 

Effective: April 15, 1997 
Title Vice President Exhibit 1 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON NO. 25 SECTION 5 

2nd Revised Sheet 62 
Cancels 1st Revised Sheet 62 

• EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

5.5 PUBLIC COMMUNICATIONS SERVICE· COIN AND COINLESS 
5.5.7 PUBLIC ACCESS LINE SERVICE 

C. Rates and Charges 

(1) 

(2) 

[3] 

[4] 

1. Each Basic Public Access Line (Cont'd) 

NONRECURRING MONTHLY 
USOC CHARGE RA TE 

• Message with 300 Call 
Allowance 
- Two-way, per line[l,2] 

• Carrier Package[4] 

2. Each Smart Public Access Line 

• Flat 

- Outgoing only, per line[2] 

Two-way, per line[2] 

• Message 

- Outgoing only, per line[l] 

- Two-way, per line[l] 

3. Message Usage Charges 

• Per message 

1W3 

1N8 

5FO 

5FP 

14C 

lNH 

Message usage charge specified, follow~g. applies. 

[3] 

[3] 

[3] 

[3] 

[3] 

(3] 

MESSAGE 
RATE 

$0.07 

$30.87 

25.00 

40.00 

40.00 

20.74 

20.74 

Flat business EAS rates, specified in 5.1.1 of the Exchange and Network Service 
Price List, apply. 

The business access line nonrecurring charge from 5.2 applies. 

Outgoing only service commonly used by Interexchange Carriers. Service includes 
CUSTOMNET Service and local call restrictions. 

Advice No. 1668 
Effective: April 15, 1997 

(T) 

(T) 

(N) 

(N) 

(T) 

(T) 

(T) 

Issued bv US WEST Communications. lnc. 
By C. A: Lenard 
OR96-133 
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April 1, 1997 

CHARLES A LENARD 
VICE PRESIDENT- OREGON 
US WEST COMMUNICATIONS INC 
421 SW OAK ST RM 8S3 
PORTLAND OR 97204 

RE: Advice No. 1668 

~ 

Oregon 
PUBLIC 

UTILITY 

COMMISSIO:--.; 

On January 15, 1997, U S WEST Communications, Inc., filed revised sheets for 
inclusion in its tariff, PUC OR No. 25. 

• .. 
.1 The filing introduces Smart Public Access Line (Smart PAL) services. 

In accordance with a decision of the Commission in the public meeting of April 1, 
1997, the sheets filed under Advice No. 1668 will become effective with service 
rendered on and after April 15, 1997. One receipted copy of each sheet is 
returned for your files. 

Mike Kane 
Director 
Utility Program 
(503) 373-7133 
Fax: (503) 373-7752 

usw1668 

Enclosures 

Exhibit 2 
Page I oft 

John A. Kitzhaber 
Go"emor 

550 Capitol St. NE 
Salem, OR 97310-1380 

13) 378-5849 
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U S WEST Communications, Inc. 
~21 Sou1nwes1 Oak s1,ee1 Su11e 8S3 
P01Uana Oregon 9 7204 
503 242,5105 
503 242-5465 Facs1m,1e 

Chuck Lenard 
v,ce ?res1den1-0regon 

ll~WEST. 
COMMUNICATIONS @ 

,,~0--., 
,/.. ~ • ',,_ 

/ . 

September 16, 1997 " Letter of .Acknowl edrieMent'\ 
• ' 

Advice No. 1689 

The Honorable Roger Hamilton, Commission Chair 
Oregon Public Utility Commission 
550 Capitol Street NE 
Salem, Oregon 97310-1380 

ATTENTION: Janice Fulker, Administrator 
Tariffs and Data Analysis 

Dear Commissioner Hamilton: 

U S WEST Communications, Inc. (U S WEST) is fo!Vlarding for filing the sheets 
listed on Attachment A. These are revisions to the Exchange and Network 
Services tariff. The effective date is October 22, 1997. 

This filing introduces a Flat Basic Public Access Line (PAL), reduces the rate of 
the Flat Smart PAL, and removes the restriction on subscribing to a Flat Smart 
PAL. 

This filing is being proposed in conformance with House Bill 3168 which was 
passed by the Oregon Legislature on July 7, 1997 with an effective date of 
October 4, 1997. This bill was amended to read, "The Public Utility Commission 
shall be prohibited from requiring any call aggregator, telephone customer or 
class of customers to pay for local exchange telephone service, or any portion 
thereof, on a mandatory measured service basis.". 

On August 22, 1997 U S WEST filed a like proposal as a part of its UT 125 rate 
design filing (Advice No. 1684 ). This filing was filed with an effective date of 
October 1, 1997. However, anticipating the possible suspension of Advice No. 
1684, U S WEST proposes the attached filing to ensure that a flat line option is 
available on October 4, 1997, as required by House Bill 3168. 

The estimated annualized revenue impact of this fil ing can be found herein 
under confidential cover. 

Exhibit 3 

Page 1 of7 
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) 

The Honorable Roger Hamilton, Commission Chair 
Oregon Public Utility Commission 
Advice No. 1689 

Page 2 

Attachment B contains commercially valuable information and/or trade 
secrets and is submitted to Staff in confidence pursuant to ORS 192.501 
and 192.502. We understand that you will notify us prior to release of any 
such information in sufficient time to seek a protective order from the 
Commission or to otherwise preserve its confidentiality. 

If you have questions concerning this filing, please contact Kathy Brady on 
(503)242-5623. 

Yours very truly, 

By __ ~~~~~~::--lo-ll~,..L....

U S WEST Communications, Inc. 

Attachments 

Exhibit 3 

Page 2 of7 
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EXCHANGE AND NETWORK SERVICES 
P.U.C. OREGON NO. 25 

Attachment A 
Advice No. 1689 

SECTION SHEET REVISION 

5 
5 
5 
5 

57.1 
60 
61 
62 

1st 
4th 
6th 
3rd 

Exhibit 3 
Page 3 of7 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 25 
EXCHANGE AND 
NETWORK SERVICES 

5. EXCHANGE SERVICES 

SECTION 5 
I st Revised Sheet 57. I 

Cancels Original Sheet 57.1 

5.5 PUBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS (Cont'd) 

5.5.7 PUBLIC ACCESS LINE SERVICE 

A. Description 

Public Access Line (PAL) Service provides telephone service to all Payphone 
Service Providers (PSP) pay telephones with or without coin collecting devices . 
Basic PAL access to the network will be provided on a flat, measured, measured 
with 300 call allowance, message or message with 300 call allowance or Carrier 
Package (out only) basis. 

Smart PAL Service is a flat or message, two-way or outgoing only line which 
utilizes central office coin control features. This service provides: 

• Coin signaling, including coin collect and coin return. 
• Company completed and carried local and intraLA TA toll messages, both sent 

paid and non-sent paid. 
• Company operator services/systems for all 0-, 0+ and I+ intraLA TA toll calls, 

and 0+ local calls. 
• Routing to the presubscribed carrier for all 0+ and 00- interLA TA calls. 
• Pay-per-call blocking (e.g. 900 and 976). 
• Incoming and outgoing call screening. 
• Access to: 

- Directory assistance, 
- 911 emergency code, 
- All interexchange carriers, 
- 800/800-type service and 950 telephone numbers, 
- Company repair service. 

(T) 

(T) 

Advice No. 1689 
Issued by U S WEST Communications, Inc. 
By C. A. Lenard 

Exhibit 3 

Effective: October 22, 1997 Page 4 of 7 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 25 SECTION 5 

4th Revised Sheet 60 
Cancels 3rd Revised Sheet 60 

EXCHANGE AND 
NETWORK SERVICES 

,✓,-:-:: '~ 17 I 

/.· ♦ B.192 

5. EXCHANGE SERVICES I S,. 
1 • SEP 1997 ,:J 

5.5 PUBLIC COMMUNICATIONS SERVICE· COIN AND COINLESS 
5.5.7 PUBLIC ACCESS LINE SERVICE 

B. Terms and Conditions (Cont'd) \

RECEIVED ~ 
:.JPUC ) 
'"'ALE"',. ,-:Ji' · 

-. ' '.. It'~ tJ°'v 
-~UC6Z'M, '-' 

12. The Company is not liable for shortages of coins deposited and/or collected from 
the pay telephones used on PAL Service, 

13. The Company is not liable for end-user fraud associated with failure of the 
customer's pay telephones to perform correctly. 

14. Message rates apply to all applicable local and EAS calls. No message rate is (T) 
assessed for long distance calling. 

15. Loop Diversity and/or Avoidance 

a. Loop Diversity and/or Avoidance defined in the Private Line Transport Services 
Price List are available with Basic Public Access Lines. 

b. Customers subscribing to Loop Diversity must also subscribe to additional 
facilities for the diverse route. 

16. The following terms and conditions are specific to Smart PAL Service: 

a. Separate lines are used for each pay telephone instrument installed. Off 
premises extensions are not permitted. 

b. Until other carriers can provide sent-paid InterLAT A coin service, all direct 
dialed lnterLAT A and International ( 1 +, lOXXX+ 1, and O 11 +) calls will be 
forwarded to AT&T for coin rating and completion. 

c. The customer must insure that the telephone sets used with Smart PAL Service 
are capable of rating sent-paid local calls and are compatible with, and cause no 
harm to the Company's network. 

Advice No. 1689 
Issued by U S WEST Communications, Inc. 
By C. A. Lenard 
OR97-053 

Effective: October 22, 1997 
Title Vice President 

(D) 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 25 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 5 
6th Revised Sheet 61 

Cancels 5th Revised Sheet 61 

5. EXCHANGE SERVICES 

5.5 PuBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
5.5.7 PUBLIC ACCESS LINE SERVICE (Cont'd) 

C. Rates and Charges 

I . Each Basic Public Access Line 

• Measured 
- Two-way, per line[ 1] 
- Outgoing only, per line[ I] 

• Measured with 300 Call 
Allowance 
- Two-way, per line[l,3] 

• Message 
- Two-way, per line[4] 

• Message with 300 Call 
Allowance 
- Two-way, per line[3,4] 

• Flat 
- Two-way, per line[3] 

• Carrier Package[5] 

NONRECURRING 
USOC CHARGE 

17Q 
16Q 

15W 

IMA 

IW3 

!KY 

1N8 

[2] 
[2] 

[2) 

[2] 

[2] 

[2] 

[2] 

$18.00 
18.00 

30.87 

18.00 

30.87 

34.77 

25.00 

[I] In addition, Business Measured Service usage rates from 5.2 of the Exchange and 
Network Services Price List, apply. 

(2) The business access line nonrecurring charge specified in 5.2 applies. 
[3] Flat business EAS rates, specified in 5.1.1 of the Exchange and Network Service 

Price List, apply. 
[ 4] Message usage charge specified, following, applies. 
[5] Outgoing only service commonly used by Interexchange Carriers. Service includes 

CUSTOMNET Service and local call restrictions. 

(M) Material moved from Sheet 62. 

Advice No. 1689 

(M) 
I 

(T-M) 

(N) 
(N) 

(T-M) 

(T-M) 
(M) 

Issued by U S WEST Cornrnunications, Inc. 
By C. A. Lenard 

Effective: October 22, 1997 Exhibit 3 
Title Vice President Page 6 of 7 
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US WEST COMMUNICATIONS, INC. 
P.U.C. OREGON No. 25 
EXCHANGE AND 
NETWORK SERVICES 

SECTION 5 
3rd Revised Sheet 62 

Cancels 2nd Revised Sheet 62 
~\6)1 1819.:> 

Ji... -o~ 
5. EXCHANGE SERVICES 

':\, ~ '/ 

~
if Sr.\> ,997 ' i 

5.5 PUBLIC COMMUNICATIONS SERVICE - COIN AND COINLESS 
~ r..( t:,l_\lf:.;J r, 

a; P.~ J ·c· -t-- o?U , l1, S.S. 7 PUBLIC ACCESS LINE SERVICE 
C. Rates and Charges (Cont'd) 

usoc 
2. Each Smart Public Access Line 

• Flat 

• Outgoing only, per line[!] 5FO 

• Two-way, per line[ l) 5FP 

• Message 

• Outgoing only, per line[3] 14C 

• Two-way, per line[3] lNH 

3. Message Usage Charges 

• Per message 

-.S· ' .. ,\ c-··/ 
cc- '\P.,\,.\:_:,\\l~ :l, '. 

2,_ I£ 0£'ol ~~1/ 
NONRECURRING MONTHLY 

CHARGE RATE 
(M) 

[2] $39.50 (R) (T) 

[2] 39.50 (R) (T) 

[2] 20.74 (T) 

[2] 20.74 (T) 

MESSAGE 
RATE 

$0.07 

[ 1] Flat business EAS rates, specified in 5 .1.1 of the Exchange and Network Service (T) 
Price List, apply. 

(2) The business access line nonrecurring charge from 5.2 applies. 

(3) Message usage charge specified, following, applies. 

(M) Material moved to Sheet 61. 

Advice No. 1689 
Issued by U S WEST Communications, Inc. 
By C. A. Lenard 
OR97•053 

Effective: October 22, 1997 
Title Vice President 

(T) 

(T) 
(M) 
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CERTIFICATE OF SERVICE 

I hereby certify that I served the foregoing AFFIDAVIT OF SHEILA M. HARRIS on: 

Brooks E. Harlow 
David L. Rice 
Miller Nash LLP 
601 Union St Ste 4400 
Seattle, WA 98101-2352 

Alex Duarte 
Qwest Corporation 

Jason Jones 
State of Oregon Department of Justice 
1162 Court Street, N .E. 
Room 100 
Salem, OR 97301-4096 

421 SW Oak Street, Room 810 
Portland, OR 97204 

by causing a full, true, and correct copy thereof, addressed to the last-known office address of 

the attorney ( except when served by fax), to be sent by the following indicated method or 

methods, on the date set forth below: 

[::;::J by mailing in a sealed, first-class postage-prepaid envelope and deposited 
with the United States Postal Service at Portland, Oregon. 

DATED: January .±_, 2005. 

::R~ '. L 
Lawrence Reichman, OSB No. 86083 

Attorneys for Respondent Qwest Corporation 

PAGE 1- CERTIFICATE OF SERVICE 

[ 13 141 -0425-000000/PA043640.098] 



BEFORE THE PUBLIC UTILITY COMMISSION OF OREGON 

DR 26/ UC 600 

THE NORTHWEST PUBLIC 
COMMUNICATIONS COUNCIL, 

Complainant, 

v. 

QWEST CORPORATION, 

Defendant 

PUBLIC UTILITY 
COMMISSION OF OREGON 
STAFF'S REPLY TO QWEST'S 
CROSS-MOTION FOR 
SUMMARY JUDGMENT 

INTRODUCTION 

The Public Utility Commission of Oregon Staff ("Staff') takes this opportunity to 

comment on the cross-motions of the N011hwest Public Communications Council 

("NPCC") and Qwest Corporation ("Qwest") that have been filed in this docket. At this 

time, Staffs comments are limited to a discussion of its understanding of the interplay of 

this docket with the Oregon Com1 of Appeals decision to reverse and remand the Public 

Utility Commission of Oregon's ("Commission") UT 125 rate design order detennination 

that Qwest's payphone access line ("PAL") rates are compliant with the new services test 

as outlined by federal law. While Staff does not presently take a position on the merits of 

the cross-motions for summary judgment, Staff reserves the right to comment on the 

parties' positions as this docket proceeds. 

DISCUSSION 

1. The Court of Appeals remand of the Commission'!mder in UT 125. 

On November 10, 2004, the Oregon Com1 of Appeals reversed and remanded the 

portion of the Commission's Order No. 01-810, the final order issued in Docket UT 125, 

which determined that Qwest's PAL rates were consistent with the federal new services 

test. The Com1, in brief, detennined that the Commission-approved PAL rates were not 

consistent with the federal new services test. 



Based upon the Oregon Court of Appeal's decision, the matter is currently again 

before the Commission to determine PAL rates consistent with the federal new services 

test and the Cami's remand. However, it is Staffs understanding that the ultimate 

detennination as to the appropriate PAL rates is independent and separate from the issues 

presented in the paiiies cross-motions for summary judgment and does not, and should 

not, be considered as part of this particular proceeding. 

The UT 125 remand will establish a PAL rate that is consistent with the federal 

new services test. That determination, however, is independent of this proceeding. If, 

and only if, the Commission were to determine that Qwest was subject to refund liability 

for its PAL rates in this proceeding would the UT 125 remand be pe1iinent. Furthennore, 

the UT 125 remand decision would only be pe1iinent to the calculation of the amount of 

refunds. However, if it turns out that there is refund liability and thus a refund amount, 

Staffs expectation is that it would be determined, at a later time, in this proceeding and 

not the UT 125 remand proceeding. The UT 125 proceeding is separate and distinct from 

the issues presented in this docket and unnecessa1y for resolution of this proceeding. 

2. The parties' cross-motions for summary judgment only request a 
determination of refund liability and not a refund calculation. 

The NPCC has made clear that it is only requesting summary judgment on Qwest's 

liability to refund money to NPCC members and not the refund amount. See NPCC's 

Motion for Summary Judgment at 2-3. Thus, calculation of possible damages is not in 

front the Commission at this time. 

Of course, if the Commission detennines there is refund liability, there may be issues 

related to what is the conect refund amount. For example, as Qwest as pointed out the 

NPCC members have received refunds for rates charged during a portion of the time 

period for which it they currently seek a refund. See Qwest's Summary Judgment 

Opening Memorandum at 24-25. As mentioned above, Staffs expectation is that if the 

Commission were to detennine that Qwest had refund liability, the amount of refunds 



would be determined, at a future time, in this docket (as opposed to the UT 125 remand 

proceeding). Staff reserves the right, ifrefund liability is determined, to participate in 

determining the appropriate amount of refunds. 

3. At this time, Staff does not have a position of the issue of refund liability. 

The current issue presented appears to revolve around a Federal Communications 

Commission ("FCC") Waiver Order and, specifically, whether Qwest relied on the 

Waiver Order. As noted throughout both parties' motions, the issue of refund lihiility is 

based entirely upon FCC orders. At the heart of this dispute is the issue of whether 

Qwest relied of the Waiver Order. This is not an issue that Staff participated in at the 

time, nor does Staff have any specialized information or documentation as to whether 

Qwest relied on the Waiver Order. 

According to the parties, the Waiver Order and its component refund provisions 

were a result of an agreement that the FCC made with the RBOC Coalition, of which 

Qwest was a member. While both the pa1iies seemingly accept that this issue is within 

the jurisdiction of the Oregon Commission, S taffis uncertain as to why the issue would 

not be more appropriately decided by the FCC, the agency that issued the Waiver Order 

and is familiar with the pmiicular facts and circumstances smrnunding the Waiver Order. 

Staff would be interested in hearing from the parties on why the FCC is not a more 

appropriate forum and reserves the right to comment on the whether the Oregon 

Commission is the appropriate jurisdictional fornm for this dispute. 

In sum, Staff views the cunent issue in this proceeding as whether Qwest relied 

on the Waiver Order and, if so, what reliance on the Waiver Order means regarding 

refund liability. Staff does not have a position of the merits of that issue, as it cmTently 

understands it. Staff, however, reserves the right to comment as appropriate and as issues 

arise. 1 

1 For example, Qwest raises this issue of the filed rate doctrine. See Qwest's Summary Judgment Opening 
Memorandum at 20. However, Qwest seems to agree that the Waiver Order creates an exception to the 
filed rate doctrine, ifit had relied on the Waiver Order. See Id. at 9. Thus, Qwest's reliance on the filed 



CONCLUSION 

Staff takes this opportunity to comment on its view of the interplay between this 

proceeding and the proceeding related to the Oregon Court of Appeals remand of the 

Commissions final order in UT 125. Staffs understanding is that the current issue before 

the Commission is limited to whether Qwest has any refund liability for PAL rates. 

Whether or not Qwest has refund liability for PAL rates revolves around whether it relied 

on the FCC Waiver Order (and what obligations such reliance would create). While Staff 

does not have comments on the merits of that issue, it wonders why the FCC, which 

issued the Waiver Order, is not the more appropriate forum for this dispute. Staff also 

reserves its rights to comment on issues that may develop in this proceeding. 

DATED this __ day of January 2005. 

Respectfully submitted, 

HARDY MYERS 
Attorney General 

Jason W. Jones, #00059 
Assistant Attorney General 
Of Attorneys for Public Utility 
Commission of Oregon Staff 

rate doctrine seems to be limited to potential relief based upon Oregon law, other than the Waiver Order. 
In the current posture of the case, Staff does not believe that the filed rate doctrine under Oregon law is ripe 
for extended discussion. If the filed rate doctrine under Oregon law becomes the issue, Staff would 
contemplate participating in that discussion. 





ISSUED: March 23, 2005 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

THE TORTHWEST PUBLIC 
COMMUNICATIO S COUNCIL, 

Complainant, 

V. 

QWEST CORPORATION, 

Defendant. 

DR26/UC 600 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

RULIKG 

DISPOSITIO 1: PROCEEDING HELD ABEYANCE 

Introduction 

This matter is before the Public Utility Commission of Oregon (OPUC) 
on cross motions for summary judgment filed by the orthwest Public Communications 
Council (NPCC) and Qwesl Corporation (Qwest). ' The principal issue concerns whether 
Qwest is bound by the refund provisions set forth in the Federal Communications 
Commission (FCC) Order DA 97-805 (hereafter, the Waiver Order). More specifically, 
the issue is whether the Waiver Order requires Qwest to refund a portion of the intrastate 
Payphone Access Line (PAL) rates paid by Payphone Service Providers (PSPs) since 
April 15, 1997, because those rates do not comply with the' cw Services Te t" (NST) 
established in the FCC's Payphone Orders. 

Background 

Section 276 of the Telecommunications Act of 1996 was enacted to 
"promote competition among PSPs, and promote the widespread deployment of 
payphone service to the benefit of the general public."' To advance these goals, 
Congress directed the FCC to prescribe regulations preventing the regional Bell 
operating companies (RBOCs) from subsidizing or discriminating in favor of their 
own payphone service. Section 276(b) requires the FCC to meet five specific 

1 For purposes of this ruling, "Qwest" includes its predecessor, U S WEST Communications, Inc. 



requirements, including "prescribing a set of non-structural safeguards for BOC 
payphone service . .. equal to those adopted in the Computer Inquiry III proceeding. "3 

The FCC implemented Section 276 in a series of orders, beginning with 
the so-called Payphone Orders.• The First Payphone Order, released September 30 
1996, addressed the five statutory requirements of Section 276(b ). That decision 
requires, among other things, that "in order to receive compensation for completed 
calls originating from its payphones, a LEC PSP must be able to certify that it has 
complied with several requirements, including the institution of"effective intrastate 
tariffs reflecting the removal of charges that recover the costs of payphones and 
any intrastate [payphone] subsidies."5 To implement the nonstructural safeguards 
requirement of Section 276(b)(l)(C), the FCC held that LECs must unbundle payphone 
line services and file tariffs using the ST.6 The FCC concluded that LEC PSPs could 
begin receiving "dial around compensation" (DAC) for the use of their payphones if 
intrastate payphone tariffs complying with the requirements of the First Payphone Order 
were in effect by April 15, 1997. 

On November 8, 1996, the FCC released its Payphone Reconsideration 
Order, modifying certain requirements for LEC tariffing of payphone services and 
unbundled network functions. Among other things, the FCC clarified that the states, 
not the FCC, would review the LEC's intrastate payphone tariffs. The states were 
directed to ensure that intrastate payphone service tariffs are cost-based, consistent 
with the requirements of Section 276, nondiscriminatory, and in compliance with the 
Computer III tariffing guidelines (i.e., ST-compliant).' The Payphone Reconsideration 
Order acknowledged that, in those cases where a LEC had already filed intrastate 
payphone tariffs, the state could conclude that the LEC's existing tariffs complied with 
the requirements of the payphone orders, in which case no further filings would be 
required. LECs that did not have intrastate payphone tariffs in compliance with the 

3 New England Public Communications Counc,/, Inc., v. Federal Communications Commission, et al., 
334 F.3d 69, 71 (D.C. Cir. 2003)(hereafter New England PCC v. FCC). See also, In the Maller of 
Computer III Remand Proceedings: Bell Operating Company Safeguards and Tier I Local Exchange 
Comparry Safeguards, CC Docket o. 90-623, Report and Order, 6 FCC Red 7571 (Dec. 20, 1991) 
(Computer III). 
4 Id., Implementation of the Pay Telephone Reclassification and Compensation Provisions of the 
Telecommunications Act of 1996, CC Docket No. 96-128, First Report and Order, 11 FCC Red 20541 
(Sept. 20, 1996) (First Payphone Order); Order on Reconsideration, 11 FCC Red 21233 (Nov. 8, 1996) 
(Payphone Reconsideration Order), aff'd in part and remanded in pan, Illinois Pub. Telecomms. Ass 'n v. 
FCC, 117 F.3d 555 (D.C. Cir. 1997): Second Report and Order, 13 FCC Red 1778 (Oct. 9, 1997) (Second 
Payphone Order), vacated and remanded, MCJ Telecomms. Corp. v. FCC, 143 F.3d 606 (D.C. Cir. 1998); 
Third Report and Order and Order on Reconsideration of the Second Report and Order, 14 FCC Red 2545 
(Feb. 4 1999) (Third Payphone Order). aff'd, American Pub. Communications Counsel v. FCC, 215 F.3d 
51 (D.C. Cir. 2000). The First Payphone Order and the Payphone Reconsideration Order are collectively 
known as the Payphone Orders. 
5 Payphone Reconsideration Order at para. 131 . 
6 Id. at para. 199; ee also in the Mauer of Wisconsin Public Service Commission, Order Directing Filings, 
Bureau/CPD No. 00-0 I. FCC 02-25 (rel. January 31, 2000) at para. 12 . 
'New England PCC v. FCC, supra at 72. 
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Payphone Orders were directed to file tariffs with the states no later than January 15, 
1997. Rates were to be effective no later than April 15, 1997.8 

Qwest filed new PAL9 tariffs with the OPUC on January 15, 1997, 
in Advice o. 1668. The Advice stated that the tariffs were "intended to meet the 
requirements in FCC Order 96-388 (paragraphs 146-1 47) (First Payphone Order) 
as modified in FCC Order 96-439 (paragraph 163) (Reconsideration Orde,) ." 
Paragraph 163 of the Reconsideration Order specifically states that the intrastate 
PAL rate filings must meet the Computer Ill standards (i.e., the NST). 

The OPUC considered and approved Qwest's new intrastate PAL rates at 
its April I, 1997, public meeting. An OPUC staff report presented at the public meeting 
reiterated that the filing was intended to meet the requirements established by the FCC in 
its Payphone Order . '0 

The OPUC-approved PAL rates became effective on April 15, 1997. 
On the same day, the FCC's Common Carrier Bureau adopted and released its Waiver 
Order. Among other things, the Waiver Order granted a request by a coalition of 
RBOCs, including Qwest, to extend the time to file intrastate tariffs for payphone 
services. Paragraph 2 states: 

Because some LEC intrastate tariffi for payphone services are 
not in full compliance with the Commission's guidelines, we 
grant all LECs a limited waiver until May 19, 1997 to file 
intrastate tariffs for payphone services consistent with the 'new 
services· test. pursuant to the federal guidelines established in 
the Order on Reconsideration, subject to the terms discussed 
herein. This waiver enables LECs to file intrastate tariffs 
consistent with the 'new services' test of the federal guidelines 
detailed in the Order on Reconsideration and the Bureau Waiver 
Order, including co t support data, within 45 days of the April 4, 
I 997 release date of the Bureau Waiver Order and remain 
eligible to receive payphone compensation as of April 15, 
1997, as long as they are in compliance with all of the 
other requirements set forth in the Order on Reconsideration. 

8 Payphone Reconsideration Order at para. 163. 
9 As defined in Qwest 's tariff, Public Access Line, or PAL, service "provides telephone service to all 
Payphone Service Providers (PSP) pay telephones with or without coin collecting devices." The new P/\L 
rates filed by Qwest on January 15, 1997, included "Smart PAL ervice" which is defined in the tariff as 
"a flat or message, two-way or outgoing only line which utilizes central office coin control features."' 
See, U S WEST Communications, Inc., PUC Oregon No. 25, Exchange and Network Services, Section 5, 
Original Sheet 57. l. 
10 The transcript of the April I, J 997, public meeting does not indicate that NPCC entered an appearance 
or submitted comments regarding Qwest's proposed PAL rates. Qwest Memorandum in Opposition to 
NPCC's Motion/or Partial Summary Judgment and m Support ofQwest's Motion/or Swmna1J1J11dgment 
(Qwesr Memorandum), Affidavit of Lawrence Reichman. Exhibit 3. January 4, 2005. 
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Under the tenns of this limited waiver, a LEC must have in 
place intrastate tariffs for payphone services that are effective 
by April 15, 1997. The existing intrastate tariffs for payphone 
services will continue in effect until the intrastate tariffs filed 
pursuant to the Order on Reconsideration and this Order become 
effective. ALEC who seeks to rely on the waiver granted in the 
instant Order must reimburse its customers or provide credit from 
April 15, 1997 in situations where the newly tariffed rates, when 
effective, are lower than the existing tariffed rates. This Order 
does not waive any of the other requirements with which the 
LECs must comply before receiving compensation. (Footnotes 
omitted.) 

The Waiver Order makes clear that the waiver authorized by the FCC was 
limited in duration and was granted for the purpose of enabling the states to ensure that 
intrastate tariffs were filed in accordance with FCC rules, including the NST. Paragraphs 23 
and 24 state: 

Waiver of Commission rules is appropriate only if special 
circumstances warrant a deviation from the general rule and 
such deviation serves the public interest. Because the LECs are 
required to file, and the states are required to review, intrastate 
tariffs for payphone services consistent with federal guidelines, 
which, in some cases, may not have been previously filed in this 
manner at the intrastate level, we find that special circumstances 
exist in this case to grant a limited waiver of brief duration to 
address this responsibility. In addition for the reasons stated 
above, our grant of a waiver in this limited circumstance, does 
not undermine, and is consistent with, the Commission's overall 
policies in CC Docket No. 96-128 to reclassify LEC payphone 
assets and ensure fair PSP compensation for all calls originated 
by payphones. Moreover, the states' review of the intrastate 
tariffs that arc the subject of this limited waiver will enable them 
to determine whether these tariffs have been filed in accordance 
with the Commission' rules, including the 'new services' test. 
Accordingly, we grant a limited waiver for 45 days from the 
April 4, l 997 release date of the Bureau Waiver Order the 
requirement that LEC intrastate tariffs for payphone services 
comply with the 'new services' test of the federal guidelines, 
as set forth in paragraph 163 of the Order on Reconsideration, 
subject to the terms discussed herein. This Order does not waive 
any of the other requirements set forth in paragraphs 131-132 of 
the Order on Reconsideration. (Footnotes omitted.) 

In this Order, the Bureau grants a limited waiver of the 
Commission's requirement that effective intrastate tariffs for 
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payphone services be in compliance with federal guidelines, 
specifically that the tariffs comply with the 'new services' test, 
as set forth in the Payphone Reclassification Proceeding. LECs 
must comply with this requirement, among others, before they 
are eligible to receive the compensation from JXCs that is 
mandated in that proceeding. 11 

Qwest did not file new PAL tariffs prior to the May 19, 1997, date 
established in the Waiver Order. It contends that the refund requirements of the Waiver 
Order apply only to LECs that actually filed new intrastate tariffs within the specified 
45-day period (i.e., between April 4, 1997, and May 19, 1997). Qwest claims that refund 
provisions in the Waiver Order do not apply to its Oregon intrastate PAL rates because 
those rates were not filed within the 45-day period, but, in fact, had already been 
approved by the OPUC at its April 1, 1997, public meeting. 

NPCC claims that Qwest remains liable to pay refunds under the terms of 
the Waiver Order, notwithstanding the fact that Qwest did not file new tariffs during the 
45-day waiver period. NPCC asserts: 

1. The Payphone Orders required Qwest to file ST-compliant 
Oregon intrastate PAL tariffs effective April 15, 1997. Those 
tariffs were required to be filed before Qwest was eligible to 
receive DAC for its own payphones. 

2. Qwest's Oregon intrastate PAL tariffs have never been 
ST-compliant. This was determined by the Oregon 

Court of Appeals in ovember 2004 in Northwest Public 
Communications Council v. OPUC. 12 The Court remanded 
the case back to the OPUC with instructions to develop 

ST-compliant rates. 

3. Because Qwest: (a) did not file NST-compliant Oregon 
intrastate PAL tariffs within the 45-day waiver period 
specified by the Waiver Order, and (b) nevertheless began 
collecting DAC effective April 15, 1997, Qwest remains 
subject to the refund r quirements set forth in the Waiver 
Order. The applicable refund period extends from April 
IS, 1997, until such time as ST-compliant PAL rates are 
established by the OPUC in accordance with the Court of 
Appeals remand in NPCC v. OPUC. 

11 On May 20, 1997. Qwest sent a letter to interexchange carriers cenifying that: (a) it had effective 
intrastate payphone service tariffs in compliance with the Payphone Orders. including the NST; and 
(b) was eligible to receive DAC as of April 15, 1997, in 13 of the 14 states in which it provided service, 
including Oregon. Qwest Memorandum, Affidavit of Lawrence Reichman, Exhibit 5, January 4, 2005. 
12 I 96 Ore. App. 94, I 00 P.3d 776, 2004 Ore. App. LEXI I 471 (November I 0, 2004) (hereafter, NPCC v. 

----opuc. 
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In response, Qwest reiterates that the refund provisions in the Waiver 
Order do not apply, and advances affirmative defenses based on the filed rate doctrine, 
res judicata, standing, and the federal statute of limitations. PCC asserts that the 
affirmative defenses raised by Qwest are either inapplicable or preempted. 

Petitions for Declaratory Ruling with FCC 

Oregon is not the only jurisdiction where an outstanding controversy 
exists concerning whether refunds are owed by an RBOC for failure to implement ST
compliant rates on April 15, 1997. The Illinois Public Telecommunications Association, 
the Independent Payphone Association of New York, and the Southern Public 
Communications Association have filed petitions with the FCC in CC Docket 96-128, 
requesting a declaratory ruling that PSPs are entitled refunds where rates charged by 
RBOCs have exceeded those required by the ST. The FCC consolidated the petitions 
for consideration on January 5, 2005 (hereafter, "the consolidated petitions"'). 

Among the issues raised by the consolidated petitions is whether the 
FCC's Payphone Orders, including the Waiver Order, require RBOCs to refund PAL 
rates retroactive to April 15, 1997, to the extent that ST-compliant rates are determined 
to be less than the rates that were actually charged to PSPs. The petitions also ask the 
FCC to preempt decisions by state commissions and courts that have reached a contrary 
conclusion. 13 

CC has filed comments in the consolidated proceedings supporting the 
issuance of a declaratory ruling by the FCC authorizing refunds to PSPs and preempting 
state decisions to the contrary. NPCC's comments detail the nature of its dispute with 
Qwest and urge the FCC to provide guidance on the refund issue so that the matter may 
be brought to resolution within "a reasonable timeframe." PCC emphasizes that 
without FCC guidance it could be a very long time before its dispute with Qwest is 
finally resolved. In particular, it states: 

And the PCC will continue to litigate against Qwest in 
Oregon for as long as necessary. However, without FCC 
guidance, that could be a long time. Assuming the PCC 
prevails at the OPUC on refunds, Qwest is likely to appeal, 
since Qwest has shown no sign of relenting and Qwest' s refund 
obligation is estimated to be in excess of $6 million in Oregon. 
Accordingly, the NPCC believes that if this Commission grants 
IPA Y's petition, it would be very helpful in ensuring that 

13 For example, the Supreme Court of ew York, Appellate Division, concluded that the Waiver Order 
does not require refunds where a LEC did not file new rates within the 45-day period prescribed by the 
FCC. See, Independent Payphone Association of New York, Inc., v. Public Service Commission of the State 
of New YorA, and Veri=on New Yark, Inc., 5 A.D.3d 960, 2004 N.Y. App. Div. LEXIS 3442 (March 25, 

- - --..... 2004- . 
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refund disputes in Oregon and other states are resolved 
quickly.14 

Telephone Conference 

At the telephone conference held on March 3, 2005, I suggested that this 
proceeding be held in abeyance pending a decision by the FCC on the consolidated 
petitions for declaratory ruling now pending in CC Docket 96-128. The parties expressed 
certain reservations with that proposal. NPCC noted that the consolidated petitions 
are not a high-priority item for the FCC and may not be considered in the near future. 
Qwest expressed concern that postponing disposition of the proceeding might increase 
its financial exposure in the event that PCC prevails on the refund issue. 

Decision 

After considering the filings and the arguments made by the parties at the 
telephone conference, I find that the most reasonable procedural approach is to hold this 
proceeding in abeyance pending a decision by the FCC on the consolidated petitions for 
declaratory ruling. The reasons for my decision are as follows: 

1. The threshold question presented in this proceeding 
concerns the· scope of the refund obligation contemplated 
by the FCC's Payphone Orders, and, in particular, the 
Waiver Order. That issue and other related matters are 
squarely before the FCC in its review of the consolidated 
petitions. Since the RBOCs' refund liability under the 
Payphone Orders is ultimately a question of federal law, it 
makes sense to allow the FCC the opportunity to provide 
guidance to the states concerning the proper interpretation 
of those orders. While this Commission could ce11ainly 
opine on what the FCC intended in its Payphone Orders, 
the FCC itself is in the best position to articulate what its 
decisions require. 

2. An OPUC decision on the pending motions is urtlikely 
to shorten the time necessary to resolve the dispute 
between the parties. In its comments to the FCC, NPCC 
acknowledges that Qwest is virtually certain to appeal an 
OPUC decision in NPCC's favor. An appeal could easily 
take years to wind its way through the Oregon appellate 
courts. It is very doubtful that this process would be 
concluded before the FCC's decision on the consolidated 

14 In the Maller oflndepende111 Payphone Associotion of New York 's Petition for Pre-Emption and 
Declaratory Ruling Concerning Refund of Payphone Line Rate Charge , CC Docket o. 96-128, 
Comment of orthwest Public Communications Council and the Minnesota Independent Payphone 

- - ---,,Ac-.ss..,.o"'"c1:,.-,ati01r,inSapporrof'PetitiUn"'fonrD2cla1atory RTiting.p-:-o;Januar5'7T,'20'~-------------
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petitions. 15 On the other hand, if Qwest were to prevail, it 
is likely that NPCC will ask the FCC to preempt the OPUC 
decision, just as it has done in the pending consolidated 
petition proceeding. In my view, it makes little sense to 
expend time and resources litigating this maner before the 
OPUC and state courts when it is unlikely to produce a 
final outcome, especially when the identical issues are 
pending before the FCC. 

3. Qwest has raised a number of affinnative defenses to 
PCC's request for refunds pursuant to the Waiver Order. 

All of these defenses have been raised in the consolidated 
petition proceeding, with the possible exception ofQwest's 
claim that PCC's refund request is barred by the federal 
statute of limitations. To the extent that the FCC grants the 
petitions for declaratory ruling, however, it seems probable 
that the FCC will have occasion to consider all of these 
defenses, including the federal statute of limitations. 16 

4. Qwest has expressed concern that a delay in the resolution 
of this proceeding may increase its financial exposure in 
the event refunds are found to be due. As emphasized 
above, however, an OPUC decision on the pending motions 
is unlikely to accelerate the final resolution ofthis matter. 
Moreover, because a federal question is involved and the 
matter currently resides in a federal forwn, any potential 
RBOC financial exposure will remain until the federal 
proceedings are finally resolved. Consequently, a decision 
to hold this proceeding in abeyance pending the outcome of 
the FCC's action on the consolidated petitions will not 
increase Qwest's financial exposure beyond what it would 
be otherwise. 11 

15 Moreover. even if the state court appeals were finalized before the federal proceeding are concluded, 
it would not settle the preemption issue. As noted above, NPCC claims that state decisions declining 
to authorize PSP refunds are contrary to the FCC's Payphone Orders and are therefore preempted. For 
example, PCC's comments filed in support of the petition for declaratory ruling filed by the Illinois 
Public Telecommunications Association state that "payphone service providers are entitled to refunds 
where regional Bell operating companies ... overcharge PSPs for payphone services under the new 
services test, and state commissions are preempted from holding otherwise." In the Maller of the Illinois 
Public Telecommunications Association's Peti1ionfor Declaracory Ruling Regarding 1he Remedies 
Available/or Violations of the Commission's Payphone Orders, CC Docket No. 96-128, Comments of 

orthwest Public Communications Council, the Minne ota Independent Payphone Association, and the 
Colorado Payphone Association in Support of Petition for a Declaratory Ruling, p. I. August 26, 2004. 
16 As noted above, NPCC's comments in support of the consolidated petitions describe in detail the 
circumstances surrounding NPCC's dispute with Qwest. If the FCC goes forward with the consolidated 
petitions. it is realistic to expect that Qwest will participate and raise its affirmative defenses in that 
proceeding. 

----~Jrsh·oulrrbe umed that the7mirtonersin.tre--cu1rnliidlite(tJretirim1 ptoceeding11i1ve requested tmif tlil! C 
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RULING 

For the reasons set forth above, this proceeding shouJd be held in 
abeyance pending a decision by the FCC on the consolidated petitions for declaratory 
ruling in CC Docket 96-128. The parties may move to reopen the proceeding if 
circumstances arise warranting such action. 

Dated at Salem, Oregon, this 23rd day of March, 2005. 

c;::_{1: 
Samuel J. Petrillo 

Administrative Law Judge 

require the RBOCs to either refund PAL rates paid in excess of ST compliant rates. or disgorge all of 
the DAC received since April 15, 1997. NPCC alleges that the amount of DAC received by the RBOCs 
dwarfs the refunds claimed to be owed to PSPs. To the extent this is true and the FCC determines that 
disgorgement is proper, Qwest's financial exposure could be much greater. The fact that different remedies 

----.1uiymmpusmis yet anothel"'na'SOITTITTrt!OW'!h~ i surrn,bcTrnrtved by the !'CC. 
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DISPOSITION: ALJ RULING AFFIRMED 

ORDER 

This matter is before the Public Utility Commission of Oregon (OPUC) 
on cross motions for summary judgment filed by the orthwest Public Communications 
Council (NPCC) and Qwest Corporation (Qwest). 1 The principal issue raised by 
the motions concerns whether Qwest is bound by the refund provisions of Federal 
Communications Commission (FCC) Order DA 97-805 (hereafter, the Waiver Order) . 
More specifically, the issue is whether the Waiver Order requires Qwest to refund a 
portion of the intrastate Payphone Access Line (PAL) rates paid by Payphone Service 
Providers (PSPs) since April 15, 1997, because those rates do not compl1 with the 
' ew Services Test" (NST) established in the FCC's Payphone Orders. 

On March 23, 2005, the Administrative Law Judge (ALJ) issued a Ruling 
holding this proceeding in abeyance pending a decision by the FCC on certain petitions 
for declaratory ruling in CC Docket 96-128 (Consolidated Petition Proceeding.) Among 
the reasons cited by the ALJ for his decision is the fact that the issues raised by the 

1 For purposes of this order, "Qwest" includes its predecessor, U S WEST Communications, Inc. 
2 Implementation of the Pay Telephone Reclassification and Compensation Provisions of the 
Telecommunications Act of 1996, CC Docket o. 96-1 28, First Report and Order, 11 FCC Red 20541 
(Sept. 20, 1996) (First Payphone Order): Order on Reconsideration, 11 FCC Red 21233 (Nov. 8, 1996) 
(Payphone Reconsideration Order), aff'd in part and remanded in part, Illinois Pub. Tefecomm . Ass 'n v. 
FCC, 117 F.3d 555 (D.C. Cir. 1997); Second Report and Order, 13 FCC Red 1778 (Oct. 9, 1997)(Secood 

----'P.iyph~er);--vacated.md remanded; MCI Telt:roomms. Co,p. v. FCc';4AJ-F:3di506""{D:eerr:-t!l9"'8),.._,--- ---
Tbird Report and Order and Order on Reconsideration of the Second Report and Order, 14 FCC Red 2545 
(Feb. 4, 1999) (Third Payphone Order), aff'd, American Pub. Communications Counsel v. FCC, 215 F.3d 
51 (D.C. Cir. 2000). The First Payphone Order and the Payphone Reconsideration Order are collectively 

known as the Payphone Orders. DQCKETEl)oz 
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parties in this case are currently pending before the FCC in the Consolidated Petition 
Proceeding. 

On April 4, 2005, NPCC filed a motion requesting certification of the 
ALJ's Ruling pursuant to OAR 860-014-009l(l)(a). NPCC argues that holding this 
proceeding in abeyance pending FCC action may result in substantial detriment to the 
public interest and undue prejudice to NPCC's members. It states that its "sole concern" 
is the potential delay that may take place before the FCC decides whether to proceed 
in the Consolidated Petition Proceeding. It emphasizes that any undue delay would 
severely prejudice NPCC members because of the substantial and continuing decline 
of the payphone industry. 

In the alternative, NPCC requests that the Commission petition the FCC to 
address several issues set forth in its motion. As a further alternative, it suggests that the 
Commission Chairman request the FCC act promptly to resolve the Consolidated Petition 
Proceeding and provide guidance on the issues NPCC poses. 

On April 11, 2005, Qwest responded to IPCC's motion for certification. 
Although it disagrees with the ALJ's decision to hold this proceeding in abeyance, 
Qwest maintains that !PCC's motion does not meet the requirements of OAR 860-014-
0091(l)(a). If the matter is certified, Qwest will not oppose a Commission decision 
reversing the Ruling and allowing the case to proceed without delay. 

Qwest also disagrees with NPCC's request that the Commission petition the 
FCC to resolve issues in this docket. It asserts that the latter proposal is : (a) outside the 
scope of the ALJ Ruling, (b) requests the Commission to do what NPCC has deliberately 
chosen not to do; and (c) asks the Commission to pose questions to the FCC that are stated 
in an unfair and argumentative manner. 

Although the prospect of procedural delay is generally not sufficient to 
meet the requirements of OAR 860-014-0091 (1 )( a), the ALJ certified his Ruling to the 
Commission because of the unusual circumstances surrounding this proceeding. Upon 
review, the Conim.ission concludes that the ALJ's decision to hold this proceeding in 
abeyance should be affirmed for the reasons set forth on pages 8-9 of the Ruling. 

IPCC's primary reason for challenging the ALJ's Ruling centers around 
its concern that the FCC will not act in a timely manner to resolve the issues in the 
Consolidated Petition Proceeding. As the ALJ explains, however, a decision by this 
Commission interpreting the Waiver Order will not expedite the resolution of this 
dispute. Given the amounts at issue, it is virtually certain that any decision we reach 
-will be appealed, a process that we agree may take years to conclude. After a decision 
by the Oregon appellate courts, it is equally certain that the losing party will petition 
the FCC to preempt the state court decision pursuant to Section 276(c) ofthc 
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Telecommunications Act.3 Thus, in the end the parties will find themselves in the same 
place as the petitioners in the Consolidated Petition Proceeding. 

Another reason for holding this matter in abeyance is that it will provide 
the FCC an opportunity to fashion a comprehensive solution to the issues in a manner 
consistent with the requirements set forth in its Payphone Order . As noted by the 
ALJ, the petitioners in the Consolidated Petition Proceeding have requested the FCC 
to consider remedies that go weU beyond what iPCC has requested in this case. We 
agree with the ALJ that it is reasonable to allow the FCC time to determine whether 
it will undertake to resolve these matters. 

In reaching this decision, we note that the AL.T's decision does not 
postpone this matter indefinitely. The Ruling allows the parties to move to reopen the 
proceeding if circumstances arise warranting such action. To ensure there is no undue 
delay, the parties may ask the Commission to revisit this matter if the FCC has not acted 
by the end of this year. 

It is also important to emphasize that our decision to affirm the ALJ's 
Ruling does not affect our obligation to ensure that Qwest's PAL rates are consistent 
with the ST, as required by the remand of the Oregon Court of Appeals in Northwest 
Public Communications Council v. OP UC. 4 The Commission intends to move forward 
with that process, notwithstanding any action taken by the FCC in the Consolidated 
Petition Proce ding. 

As a final matter, the Commission declines NPCC's invitation to pose 
questions to, or seek guidance from, the FCC. We agree with Qwest that NPCC's request 
is inappropriate. NPCC is effectively asking the Commission to do what CC has 
deliberately chosen not to do; that is, file a petition v.~th the FCC for enforcement of 
the Waiver Order. As explained in the ALJ's Ruling, NPCC has already filed extensive 
comments in the Consolidated Petition Proceeding that articulat the details of its dispute 
with Qwest and request guidance from the FCC on specific issues. If CC believes that 
it is necessary to pose additional questions to the FCC, there is no reason why it cannot 
do so.5 

3 Section 276(c) provide : "To the extent that any State requirement are inconsistent with the 
Commission's regulations, the Commission's regulations on such matters shall preempt such State 
requirements." All oftbe petitioners in the Consolidated Petition Proceeding have alleged preemption. 
As noted by the ALJ, NPCC ha joined in these claims. 
4 196 Ore. App. 94, 100 P.3d 776, 2004 Ore. App. LEXIS 1471 (November 10, 2004). 

- ____ J-Qwe5t elaim5 thar-NP€€-is-askiog·Uie-Commission -to-ad-vance-NP€e·nitigatiorr~trategy to-avoid---
violating the prohibition against simultaneously litigating the same claim in two forums. Qwest Response 
at 3. NPCC could overcome such a problem by withdrawing its Complaint/Request for Declaratory Ruling 
in this docket, and refiling at a later date, if necessary. 
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ORDER 

IT IS ORDERED that the Ruling issued by the Administrative Law Judge 
in this matter on March 23, 2005, is affirmed. 

Made, entered, and effective ___ M_A_Y_O_3_2_0_05 ___ _ 

John Savage 
Commissioner 

~B~ 
Commissioner 

A party may request rehearing or reconsideration of this order pursuant to ORS 756.561. The request must 
be filed with the Commission within 60 days of the date of service of this order and must comply with the 
requirements in OAR 860-014-0095. A copy of they such request must also be served on each parry to the 
proceeding as provided by OAR 860-0 13-0070(2). A party may appeal this order to a court pursuant to 
applicable law. 

------------------

4 
405 



2 

3 

4 

5 

6 

BEFORE THE PUBLIC UTILITY COMMISSION 
OF OREGON 

UT 125/PHASE II 
RATE DESIGN 

7 In the Matter of the Application of QWEST 
CORPORATION for an Increase in 

8 Revenues. MOTION TO SET PROCEDURAL 
CONFERENCE TO ESTABLISH ISSUES 
AND PROCEDURES ON REMAND 9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

INTRODUCTION 

The Northwest Public Communications Council ("NPCC") (f/k/a Northwest 

Payphone Association or NWP A) moves the Commission for an order or memorandum 

scheduling a procedural conference. The reason for this motion is that the Commission's final 

order in this docket was reversed and remanded for further proceedings in November 2004. 

Since that time, no action has been taken by the parties or the Commission to comply with the 

order and judgment on remand. At the procedural conference, the NPCC suggests the following 

matters be addressed: 

1. Identification of issues on remand; 

2. Determination of whether further evidence needs to be submitted and whether 

additional evidentiary hearings are necessary; 

3. Identification of the parties on remand; and 

4. Establishment of an appropriate procedural schedule. 

Until the Commission determines the positions of the parties regarding remand, it 

is difficult to predict what type of procedural schedule is appropriate. The best way to make this 
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determination is to convene the scheduling conference to determine the parties' positions and 

appropriate procedural requirements. 

ARGUMENT 

On September 14, 2001, the Commission entered its final order on Phase II, Rate 

Design, in this docket. Order No. 01-810. A portion of that order dealt with rates for public 

access lines ("PAL") and CustomNet services. The only parties that participated actively 

regarding those issues were the NPCC, Qwest, and Staff. On January 8, 2002, the Commission 

entered its Order On Reconsideration which denied the NPCC's application for reconsideration 

regarding PAL and CustomNet rates. Order No. 02-009. The NPCC appealed those orders to 

the Circuit Court for Marion County, which affirmed, and then to the Oregon Comt of Appeals. 

The only parties that participated on the appeal were the NPCC, Qwest, and Staff. On November 

10, 2004, the Oregon Court of Appeals reversed the PUC' s orders opinion stated that, "The PUC 

must reconsider its order in light of the New Services Order and other relevant FCC orders". 

Northwest Public Comm's Council v. PUC, 196 Or. App. 94, 100, 100 P.3d 776, 779 (2004). 

Neither Qwest nor the PUC sought further appeal of the November 10, 2004 

decision. Accordingly, the decision of the Oregon Court of Appeals became final and 

unappealable by operation of law. Pursuant to the opinion of the Oregon Court of Appeals, the 

Marion County Circuit Comt entered a judgment on March 17, 2005 that provided: 

THIS MATTER IS HEREBY REMANDED to the Oregon Public Utility 
Commission for reconsideration consistent with the opinion of the Oregon Comt 
of Appeals filed on November 10, 2004. 

Exhibit B. Since this matter was remanded by the Oregon courts to this Commission for 

reconsideration more than a year ago, the Commission has taken no action of record. 1 The 

1 This is not to say that the staff and parties have not been active on the matter behind the scenes. 
Such presumptive efforts have not, however, lead to the required order on remand as the court 
directed. 
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decision of the Court of Appeals requires PUC action ("the PUC must reconsider") 196 Or. App. 

at 100, 100 P.3d at 779 (emphasis added). 

Although the Court of Appeals and Circuit Court specified no time frame for the 

PUC's reconsideration, the PUC must act within a reasonable time. The NPCC respectfully 

submits that it is time for the PUC to start the process that is necessary to comply with the 

court's directives to reconsider the portions of the Final Order and Order On Reconsideration 

that were reversed. The process could be as simple as a stipulation or briefing by the parties or 

could require further evidentiary proceedings. The appropriate process can be determined when 

the parties identify their issues. 

NPCC believes it is premature to request a specific hearing or briefing schedule at 

this time. Rather, the most efficient approach is to schedule a procedural conference. As would 

be typical in a pre-hearing conference, the parties should come to the conference prepared to 

identify and discuss the issues to be addressed on remand. Once the issues are on the table, the 

parties can discuss (and hopefully agree on) an appropriate procedural schedule, which may or 

may not require the submission of further evidence. 

Additionally, the NPCC suggests that interested parties who do not attend the 

scheduling conference be required to seek intervention in this docket on remand to remain on the 

party list. This is essential, because Phase II of this docket had numerous parties interested in a 

panoply of issues that were unrelated to the relatively nanow issues that are likely to be 

addressed on remand. Many of those parties no longer exist (e.g., MCI) or do not have current 

contact information on file. Most of the parties in Phase II of this docket had no interest in PAL 

or CustomNet issues and likely will have no interest in the outcome on remand, depending on the 

scope of the issues list that is developed. 
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CONCLUSION 

For the foregoing reasons, NPCC seeks an order or memorandum scheduling a 

procedural conference in the near future and requiring interested parties to attend and be 

prepared to discuss the following: 

1. Identification of issues on remand; 

2. Determination of whether further evidence needs to be submitted and whether 

additional evidentiary hearings are necessary; 

3. Identification of the parties on remand or setting deadline for intervention on 

remand; and 
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4. Establishment of an appropriate procedural schedule. 

Respectfully submitted this 9th day of February, 2006. 

MILLER NASH LLP 

Brooks E. Harlow 
OSB No. 03042 
David L. Rice 

Attorneys for Intervenors 
Northwest Public Communications 
Council 
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Brooks E. Harlow 
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(206) 777-7406 direct line 
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A T L A W 

VIA ELECTRONIC MAIL & FEDERAL EXPRESS 

Public Utility Commission of Oregon 
Attn: Filing Center 
550 Capitol Street NE, #215 
Salem, Oregon 97308-2148 

Subject: UT 125/Phase II 

Dear Filing Center: 

MIiier Nash LLP 
www.millernash.com 
4400 Two Union Square 
601 Union Street 
Seattle, WA 98101-2352 
(206) 622-8484 
(206) 622-7485 fax 

3400 U.S. Bancorp Tower 
111 S,W, Fifth Avenue 
Portland, OR 97204-3699 

(503) 224-5858 

(503) 224-0155 fax 

500 E. Broadway, Suite 400 

Post Office Box 694 

Vancouver, WA 98666-0694 
(360) 699-4771 
(360) 694-6413 fax 

Enclosed, for filing are an original and one!copy of the Motion To Set Procedural 
Conference To Establish Issues And Procedures On Remaµd on behalf of the Northwest Public 
Communications Council in the above-referenced docket.· 

cc w/enc: Jason W. Jones 
Phil Nyegaard 

Very truly. yours_,_ . i 
/ ' / 

)✓~-,//// 
// Brooks Ef Harlow 
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CATHY BRIGHTWELL 
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jason@oregoncub.org 

• SHEILA HARRIS 
QWEST CORPORATION 
421 SW OAK RM 810 
PORTLAND OR 97204 
smharr2@USWest.com 

DEBORAH HARWOOD 
INTEGRA TELECOM OF OREGON INC 
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PORTLAND OR 97232 
deborah.harwood@integratelecom.com 
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19545 NW VON NEUMANN DR STE 200 
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1162 COURT ST NE 4TH FL 
SALEM OR 97301-4096 
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RANDY LINDERMAN 
PACIFIC NORTHWEST PAYPHONE 
1315 NW 185TH AVE STE 215 
BEAVERTON OR 97006-1947 
randy@at-e.com 

ROBERT MANIFOLD 
ATTORNEY AT LAW 
6993 VIA VAL VERDE 
LA JOLLA CA 9203 7 
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DON MASON 
QWEST CORPORATION 
421 SW OAK ST RM 810 
PORTLAND OR 97204 
don.mason@qwest.com 

DAVID J. MILLER 
AT&T 
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SAN FRANCISCO CA 94107-1243 
davidjmiller@lga.att.com 
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LISA F RACKNER 
ATER WYNNE LLP 
222 SW COLUMBIA ST STE 1800 
PORTLAND OR 97201-6618 
lfr@aterwynne.com 

DEAN RANDALL 
VERIZON NORTHWEST INC 
PO BOX 1100 
BEAVERTON OR 97075-1100 
dean.randall@verizon.com 

LAWRENCE REICHMAN 
PERKINS corn LLP 
1120 NW COUCH ST- 10th FL 
PORTLAND OR 97209-4128 
reicl@perkinscoie.com 

MICHEL SINGER-NELSON 
WORLDCOM INC 
707 - 17TH ST STE 4200 
DENVER CO 80202 
Michel.Singer_ Nelson@mci.com 

LONE.BLAKE 
ADV AN CED TELCOM INC 
730 SECOND A VE. S, STE 900 
MINNEPOLIS MN 55402 
lblake@atgi.net 

MARK P. TRINCHERO 
DA VIS WRIGHT TREMAINE LLP 
1300 SW FIFTH A VE STE 2300 
PORTLAND OR 97201-5682 
marktrinchero@dwt.com 

MICHAEL T WEIRICH 
DEPARTMENT OF JUSTICE 
1162 COURT ST NE RM 100 
SALEM OR 97301-4096 
michael.weirich@state.or.us 
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RICHARD J. BUSCH 
GRAHAM & DUNN 
PIER 70-2801 ALASKAN WAY 
SEATTLE WA 98121-1128 
rbusch@grahamdunn.com 

DATED this 9th day of February 2006 at S9attle, Washington. 
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ISSUED March 21, 2006 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

UT 125 

In the Matter of 

QWEST CORPORATION, flea U.S. WEST 
COMMUNICATIONS, INC. 

Application for an Increase in Revenues. 

FIRST CONFERENCE REPORT 

A telephone conference was held in this matter on March 13, 2006. The 
purpose of the conference was to discuss issues and establish procedures relating to the 
remand ordered by the Oregon Court of Appeals in Northwest Public Communications 
Council v. Public Utility Commission of Oregon, 196 Or App 94, 100 P3d 776 (2004). 
The conference was attended by representatives of the Northwest Public Communications 
Council (NPCC), Qwest Corporation (Qwest), and the Public Utility Commission Staff 
(Staff). 

Issues. The conference participants identified two issues that should be addressed by the 
Commission on remand: 

Issue No. 1: The calculation of revised rates for Public Access 
Line (PAL) service and Fraud Protection Service (formerly known as CustomNet 
service). The NPCC v. OPUC decision requires that the Commission reconsider the 
calculation of these rates based upon the Federal Communications Commission's (FCC) 
New Services Order1 and other relevant FCC orders. At the conference, Qwest and 
NPCC indicated that those parties may no longer dispute the appropriate rate calculation 
of PAL service and Fraud Protection service, and that a stipulation on this issue may be 
forthcoming. 

Issue No. 2: Whether and to what extent other Qwest rates should 
be adjusted because of the recalculation of the rates for PAL and Fraud Protection 
service. The conference participants indicated that Issue No. 2 raises the following three 
subissues: 

1 In the Matter of Wisconsin Public Service Commission, 17 F. C. C.R. 2051 (2002) (Order Directing 
Filings) ("New Services Order"). 



(a) Does the Commission have legal authority to adjust other Qwest rates 
as a result of the recalculation of PAL and Fraud Protection rates? 

(b) Assuming the Commission has legal authority to adjust other Qwest 
rates, is it appropriate for the Commission to do so? 

( c) Assuming the Commission has legal authority to adjust other Qwest 
rates, and determines that it is appropriate to do so, what Qwest rates 
should be adjusted in response to the recalculation of rates for PAL 
and Fraud Protection service? 

Possible Bifurcation oflssues No. 1 and No. 2. The Administrative Law Judge (ALJ) 
raised the question of whether Issues No. 1 and 2 should be bifurcated for determination, 
given that there appears to be no dispute regarding Issue No. 1, and the possibility that 
Issue No. 2 may generate substantial controversy. No agreement was reached on whether 
the issues should be bifurcated. That determination will be made at a later date. 

Involvement of Other Qwest Customers. Because the resolution oflssue No. 2 could 
result in a change in the rates paid by other Qwest customers, the ALJ and conference 
participants agreed that other potentially interested persons should receive notice and 
have an opportunity to participate in this proceeding. Accordingly, this conference report 
and other Commission notices will be mailed to all of the parties in UT 125 as well as the 
Commission's telecommunications service list. 

Procedural Schedule. The conference participants agreed to the following procedural 
schedule: 

Qwest files proposed PAL and Fraud Protection rates 
and proposed revisions to other Qwest retail rates. 

Deadline for Petitions to Intervene 

Settlement Conference 

Parties File Final Issues List 

ALJ convenes Telephone Conference 

Qwest Files Opening Testimony 

Other Parties and Staff File Responsive Testimony 

Qwest Files Rebuttal Testimony 

Hearing 

2 

March 31, 2006 

April 21, 2006 

May 1, 2006 

May 5, 2006 

May 10, 2006 

May 26, 2006 

July 7, 2006 

August 11, 2006 

To be set at later date 



The parties are advised that this is a preliminary hearing schedule and 
is subject to revision based upon other developments, including the possibility that the 
ALJ or Commission may decide to bifurcate the issues or require the filing of briefs on 
matters relating to legal or policy issues. 

Any questions regarding the conference or the procedures in this matter 
should be directed to the Administrative Hearings Division at 503-378-6607. 

Dated at Salem, Oregon, this 21st day of March, 2006. 

UT 125 Conference Rpt 3-15-06 

3 

Samuel J. Petrillo 
Administrative Law Judge 
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Theodore R. Kulongoski, Governor 

October 15, 2007 

OREGON PUBLIC UTILITY COMMISSION 
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1 BEFORE THE PUBLIC UTILITY COMMISSION 

2 OFOREGON 

3 UT 125 

4 In the Matter of 

5 

6 

the Application of QWEST CORPORATION 
for an Increase in Revenues. 

STIPULATION 

7 This Stipulation is entered into for the purpose of resolving the Oregon Court of Appeals 

8 remand of Commission Order Nos. 01-810 and 02-009. Specifically, this Stipulation concludes 

9 that the rates proposed by Qwest on March 31, 2006, in response to the Court of Appeals 

10 remand, comply with federal requirements. 

11 PARTIES 

12 1. The parties to this Stipulation are the Public Utility Commission of Oregon Staff 

13 (Staff), Qwest Corporation (Qwest), and the Northwest Public Communications Council (NPCC) 

14 (collectively, the "Parties"). 

15 BACKGROUND 

16 2. On April 14, 2000, the Public Utility Commission of Oregon (Commission) entered 

17 Order No. 00-190, adopting a Stipulation between US WEST Communications, Inc. (now 

18 Qwest Corporation), and Staff in the revenue requirement phase (Phase I) of this docket. 

19 3. On September 14, 2001, the Commission entered Order No. 01-810 establishing a rate 

20 design for the stipulated revenue requirement approved in Order No. 00-190. As part of Order 

21 No. 01-810, the Commission approved revised rates for public assess lines (PAL) and 

22 CustomNet service, adopting the rate recommendations proposed by Qwest and agreed to by 

23 Staff. The Northwest Payphone Association (now, NPCC) opposed the PAL and CustomNet 

24 rates adopted by the Commission, arguing that the rates were not developed in compliance with 

25 Section 276 of the Telecommunications Act of 1996. 

26 Ill 
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1 4. On November 13, 2001, NPCC filed an application for reconsideration of Ord,er No. 

2 01-810. On January 8, 2002, the Commission entered Order No. 02-009 denying NPCC's 

3 application for reconsideration. 

4 NPCC appealed Order Nos. 01-810 and 02-009 ("the rate design orders") to Marion 

5 County Circuit Court. On October 1, 2002, the Court entered a judgment affirming the 

6 Commission's orders. NPCC thereafter filed an appeal with the Oregon Court of Appeals. 

7 5. On November 10, 2004, the Court of Appeals entered a decision reversing and 

8 remanding Order Nos. 01-810 and 02-009. The Court determined that the rate design orders 

9 were unlawful in that: (1) the Commission's rates for PAL did not comply with certain federal 

10 requirements, and (2) the Commission did not adequately consider whether Qwest's proposed 

11 rates for CustomNet were subject to the same federal requirements. 

12 6. On March 13, 2006, the presiding Administrative Law Judge (ALJ) convened a 

13 telephone conference to establish procedures necessary to comply with the Court's remand. 

14 During the conference, Qwest indicated that it would file proposed PAL and Fraud Protection 

15 (formerly CustomNet) rates to comply with the Court's decision. Qwest also indicated that it 

16 would seek to adjust other Qwest rates because of the recalculation of payphone service rates. 

17 7. On March 31, 2006, Qwest filed its proposed PAL and Fraud Protection rates 1
. On 

18 April 25, 2006, Qwest filed a letter on behalf of the parties requesting that the Commission 

19 decide, as a threshold matter, whether Qwest may raise any customer rates to offset reduced 

20 revenues resulting from a Commission decision approving lower PAL and Fraud Protection 

21 rates. On September 11, 2006, the Commission entered Order No. 06-515 denying Qwest's 

22 proposal to raise residential Caller ID rates to offset a decrease in PAL and Fraud Protection 

23 rates resulting from the Court-ordered remand in Docket No. UT 125. 

24 

25 

26 1 These were the same rates that Qwest submitted in Advice 1935 and that the Commission 
approved on March 17, 2003. 

Page 2 - STIPULATION DOCKET UT 125 
JWJ/nal/GENVI 751 

Department of Justice 
1162 Court Street NE 

Salem, OR 97301-4096 
(503) 378-6322 / Fax: (503) 378-5300 



1 8. As a result of Order No. 06-515, the unresolved issues on remand are whether the 

2 PAL and Fraud Protection rates filed on March 31, 2006, comply with the Oregon Court of 

3 Appeals remand. Specifically, (1) whether Qwest's proposed PAL rates comply with federal 

4 requirements, and (2) whether Qwest's proposed Fraud Protection rates comply with federal 

5 requirements. 

6 9. Since Order No. 06-515 was entered, Staff has performed a cost review of the rates 

7 proposed by Qwest on March 31, 2006. In addition, the Parties have held several settlement 

8 conferences to discuss whether the proposed rates are consistent with the Court of Appeals 

9 remand and federal requirements. 

10 AGREEMENT 

11 10. The Parties agree that Qwest's proposed PAL rates filed on March 31, 2006, comply 

12 with federal requirements. The Parties further agree that the proposed PAL rates, filed on March 

13 31, 2006, satisfy the Court of Appeals Remand Order. 

14 11. The Parties agree that Qwest's proposed Fraud Protection rates filed on March 31, 

15 2006, comply with federal requirements. The Parties further agree that the proposed Fraud 

16 Protection rates, filed on March 31, 2006, satisfy the Court of Appeals Remand Order. 

17 12. The written testimony of Staff, which is attached hereto, will be received in evidence 

18 pursuant to this Stipulation without requiring any Stipulating Party to lay a foundation for its 

19 admission. 

20 13. The Parties agree that this Stipulation represents a compromise in the positions of the 

21 Parties. As such, conduct, statements and documents disclosed in the negotiation of the 

22 Stipulation shall not be admissible as evidence in this or any other proceeding. 

23 14. This Stipulation will be offered into the record of this proceeding as evidence 

24 pursuant to OAR 860-14-0085. The Parties agree to support this Stipulation throughout this 

25 proceeding and any appeal, provide witnesses, if necessary, to sponsor this Stipulation at the 

26 
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1 hearing and recommend that the Commission issue an order adopting settlements contained 

2 herein. 

3 15. The Parties have negotiated this Stipulation as an integrated document. If the 

4 Commission rejects all or any material portion of this Stipulation, or imposes additional material 

5 conditions in approving this Stipulation, any party disadvantaged by such action shall have the 

6 rights provided in OAR 860-14-0085 and shall be entitled to seek reconsideration or appeal of 

7 the Commission's Order. 

8 16. By entering into this Stipulation, no party shall be deemed to have approved, 

9 admitted, or consented to the facts, principles, methods, or theories employed by any other party 

10 in arriving at the terms of this Stipulation including those set forth in the written testimony of 

11 Staff submitted in support of this Stipulation, other than those specifically identified in the body 

12 of this Stipulation. No party shall be deemed to have agreed that any provision of this 

13 Stipulation is appropriate for resolving issues in any other proceeding. 

14 17. The Stipulation may be executed in counterparts and each signed counterpart shall 

15 constitute an original document. 

16 Ill 

17 Ill 

18 Ill 

19 Ill 

20 Ill 

21 Ill 

22 Ill 

23 Ill 

24 Ill 

25 Ill 

26 Ill 
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This Stipulation is entered into by each party on the date entered below such party's 

2 signature. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

QWEST CORPORATION 

Dated: 

By: _________ _ 
Print name 

Signed: __________ _ 

PUBLIC UTILITY COMMISSION STAFF 

Dated: /8/fp Jo 7 
-.- r /~ 

By: , ) U{t?/\ J L7 /l~ 5 

ll2 Siq ~ 

NORTHWEST PUBLIC COMMUNICATIONS 
COUNCIL (NPCC) 

Dated: _________ _ 

By: ----------
Print name 

Signed: __________ _ 
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This Stipulation is entered into by each party on the date entered below such party's 

2 signature. 

3 

4 

5 

6 

7 

8 

9 

10 

QWEST CORPORATION NORTHWEST PUBLIC COMMUNICATIONS 
COUNCIL (NPCC) 

Dated: __________ _ 

Print name 

Signed: __________ _ 

11 Dated: __________ _ 

12 By: 
Print name 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Signed: ___________ _ 
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This Stipulation is entered into by each party on the date entered below such party's 

2 signature. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

QWEST CORPORATION 

Dated: 

By:----------
Print name 

Signed: __________ _ 

PUBLIC UTILITY COMMISSION STAFF 

Dated: ------------
By: 

Print name 

Signed: __________ _ 

NORTHWEST PUBLIC COMMUNICATIONS 
COUNCIL (NPCC) 

Dated: / cJ )v /ct / 
l 

By: ,d,,fow E .,1-/#loeu 
Print name 
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CERTIFICATE OF SERVICE 

UT 125 

I certify that I have this day served the foregoing document upon all 
parties of record in this proceeding by delivering a copy in person or by 
mailing a copy properly addressed with first class postage prepaid, or by 
electronic mail pursuant to OAR 860-13-0070, to the following parties or 
attorneys of parties. 

Dated at Salem, Oregon, this 15th day of October, 2007. 

~ones 
Assistant Attorney General 
Of Attorneys for Public Utility Commission's Staff 
1162 Court Street NE 
Salem, Oregon 97301-4096 
Telephone: (503) 378-6322 
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BEFORE THE PUBLIC UTILITY COMMISSION 
 

OF OREGON 
 

 

TO:  Oregon Public Utility Commission 

AND TO: All Parties 

Complainants, MOVE the Commission to enforce the Orders of the Oregon Public Utilities 

Commission (the PUC)  in the proceedings of UT 125 and related to it and to issue refunds to the Complainants to 

which they are entitled and the subject of their Complaint and as Amended and to Bifurcate and Partially Abate the 

proceedings to allow for judicial economy in this case and the Complaint of the Complainants filed in the United 

States District Court of Oregon under case No.  CV 09 1351 BR.  This Motion should result in this proceeding to be 

bifurcated into two segments:  

1.  The First Segment of the case should be restricted to the claims and remedies encompassed within 

Count Four of the Second Amended Complaint such claims are referred to herein as the Oregon Refund Claims.  

The Oregon Refund Claims have two components.   

THE NORTHWEST PUBLIC COMMUNICATIONS 
COUNCIL, on behalf of PSPs A to Z, and NPCC 
MEMBERS: Central Telephone, Inc; Communication 
Management Services, LLC; Davel Communications 
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Payphone Services, LLC; Pacific Northwest Payphones; 
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Corban Technologies, Inc.; and Valley Pay Phones, Inc 
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QWEST CORPORATION, 
 
 Defendant. 
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 a.  One component is based on enforcement of Complainants’ right to refunds under Oregon statutes 

as alleged in Count Four of the Second Amended Complaint.   

 b.  The second component is a claim for refund based on orders issued in dockets UT 80 and UT 125 

and, although encompassed within Count Four, is independent of the Second Amended Complaint.   

It is enforcement of these orders that is requested as part of the Complainants’ current motion.   

2.  The Second segment consists of all the other claims, which should be held in abeyance for the 

reasons set forth in the supporting memorandum.  

AUTHORITY FOR MOTION 

Pursuant to OAR 860-011-000(3) and 53B of the Oregon Rules of Civil Procedure, the PUC clearly has 

the authority to bifurcate the case and address the Oregon Refund Claims alleged in Count Four of the Second 

Amended Complaint while holding for a separate trial all the other claims that require clarification in terms of 

interpretations of applicable law and/or the authority of the PUC to address either the claim or provide the requested 

remedy.  See e.g. Berg v. Berg, 211 Ore. App. 703, 156 P.3d 171 (Ore. App. 2007), Black, et al v. Arizala, et al, 182 

Ore. App. 16, 48 P.3d 843 (Ore. App. 2002) and McDowell Welding & Pipefitting, Inc. v. United States Gypsum 

Co., 209 Ore. App. 441, 149 P.3d 173 (Ore. App. 2006) all stating the trial court has, within its discretion, the 

authority to bifurcate issues and try them separately. 

STATEMENT OF REQUEST 

This case was filed in May 2001 as a precautionary matter, pending the proceedings of  PUC Docket 

UT 125 (the Rate Case). Those proceedings extended from late 1995 until concluded in November 2007.  During 

that time, and as a precaution to maintain it right to claim refunds, when that claim should become ripe, this case 

was filed by the NPCC in 2001.   The “ripeness” of the claims arose finally in November 2007, when the UT 125 

proceedings were concluded to result in “effective” rates under the regulation of the Commission with its Order No. 

07-497, that were compliant with the Telecommunications Act of 1996 (the Act). 

The Commission’s Order 07-497 and its companion Orders No. 00-190, 00-191, 01-810, 02-009 and 

06-515 make clear that Qwest currently has not complied with the Orders of the Commission to calculate and pay 

refunds of overcharges as established by the Commission proceedings in UT 125 and the related proceedings. 

Complainants hereby move the Commission to enforce its prior orders for Qwest to calculate and pay 

the refunds already ordered by the PUC to Complainants; to bifurcate the remaining Oregon Refund Claims alleged 
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in Count Four of the Amended Complaint from the rest of the claims in the Second Amended Complaint; and to 

Order the Oregon Refund Claims down for immediate calculation and payment consistent with its prior orders and 

holding in abeyance all other claims asserted in the Second Amended Complaint.  There is no reason the Motion 

should not be granted in all respects. 

      /S/ 
Dated:  January 27th, 2010  
   
 

 
 
FRANK G. PATRICK, OSB 76022 
Attorney for Complainants 
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CERTIFICATE OF SERVICE 
 I, the undersigned below, hereby certify that I served the foregoing CONSOLIDATED MOTIONS 
TO ENFORCE ORDERS AND TO BIFURCATE AND PARTIALLY ABATE PROCEEDINGS and 
DECLARATION OF FRANK G. PATRICK AND MEMORANDUM IN SUPPORT on:  
 

Lawrence Reichman 
Perkins Coie 
1120 N.W. Couch Street, 10th Floor 
Portland, Oregon 97209-4128 
reicl@perkinscoie.com 

Jason W. Jones 
Department of Justice 
1162 Court Street NE 
Salem, Oregon  97301 
Jason.w.jones@state.or.us 

Alex M. Duarte 
Qwest Corporation 
421 SW Oak St., Suite 810 
Portland, Oregon  97204 
alex.duarte@qwest.com  

by the following indicated method or methods: 

____X_____by mailing & emailing (if indicated above) a full, true, and correct copy thereof in a sealed, first-class 
postage-prepaid envelope, addressed to the attorney as shown above, the last-known office address of the attorney, 
and deposited with the United States Postal Service at Portland, Oregon, and by electronic mail on the date set forth 
below; 
 
_________by sending full, true and correct copies thereof via overnight courier in sealed, prepaid envelopes, 
addressed to the attorneys as shown above, the last-known office addresses of the attorneys, on the date set forth 
below; 
 
_________by handing/delivering true and correct copies thereof to the attorney or one of the clerks at the above 
address, on the date set forth below; 
 
And Certify that I did electronically file same with the PUC Filing Center, with a hard copy to PUC, Filing Center, 
550 Capitol Street NE, Ste 215, PO Box 2148, Salem, OR  97308-2148. 

DATED this __27th_  day of  January, 2010 

 
      /S/          ________________ 
     Frank G. Patrick, OSB 76022 

 



ORDER NO. 10-027 
ENTERED 02/01/10 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

DR26/UC 600 

THE NORTHWEST PUBLIC COMMUNICATIONS 
COUNCIL, on behalf of PSPs A to Z, and NPCC 
MEMBERS: Central Telephone, Inc.; Communication 
Management Services, LLC; Davel Communications, 
a/k/a Phonetel Technologies, Inc.; Interwest Tel, LLC; 
Interwest Telecom Services Corporation; NSC 
Communications Public Services Corporation; National 
Payphone Services, LLC; Pacific Northwest Payphones; 
Partners in Communication; T & C Management, LLC; 
Corban Technologies, Inc.; and Valley Pay Phones, Inc., 

Complainants, 

V. 

QWEST CORPORATION, 

Defendant. 

ORDER 

DISPOSITION: MOTION TO STRIKE FIRST AMENDED COMPLAINT 
GRANTED IN PART AND DENIED IN PART; MOTION 
TO ALLOW SECOND AMENDMENT TO THE 
COMPLAINT DENIED; PLAINTIFFS TO FILE AMENDED 
COMPLAINT CONSISTENT WITH ORDER 

I. INTRODUCTION 

In this Order, we grant, in part, the Qwest Corporation (Qwest) Motion to Strike 
First Amended Complaint and, in its entirety, the Qwest Motion to Strike Second Amended 
Complaint. We deny the Motion to Allow Second Amendment to the Complaint filed by the 
Northwest Public Communications Council (NPCC). 

II. PROCEDURAL HISTORY 

In Order No. 09-155, entered May 4, 2009, we granted in part and denied in part 
NPCC's February 26, 2009, Motion for Leave to Amend Complaint and Amended Complaint 
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(Motion). We denied the portion of the Motion seeking to add new claims against Qwest. 
The claims NPCC sought to add were for refunds relating to Qwest's provision of "CustomNet" 
fraud prevention services. We found that granting the request to add the new claims would have: 
( 1) joined claims not sufficiently related to the subject matter of the initial complaint--Public 
Access Line (PAL) service--to relate back to it, and (2) violated the statute of limitation 
provisions applicable to the new claims that NPCC proposes to add to this proceeding. 

We granted the February 26, 2009, Motion to the extent that we allowed the 
addition of 13 new plaintiffs. In that Motion, and in the NPCC Reply to Qwest's opposing 
pleading, NPCC asserted that there would be no change in the claims asserted or the discovery 
process and that discovery, claims, and damages theories would be the same. The parties 
proposed to be added by the amendment were the parties with the pecuniary interest in the 
original complaint, and the amendment served to clarify the true parties with a pecuniary 
interest in and knowledge of the transactions that were the subject of the complaint. Those 
parties, not NPCC, had the knowledge and the records, and NPCC had been acting throughout 
this litigation on their behalf. They would be the ones cross-examined. 1 Therefore, we 
concluded that Qwest was not prejudiced by their inclusion as parties-plaintiff. NPCC did not 
request that we reconsider our decision; neither did it appeal our Order, which therefore became 
final on July 6, 2009. 

After substitution of counsel on July 22, 2009, and several subsequent extensions 
of time in which to file an amended complaint, on November 16, 2009, NPCC simultaneously 
filed a First Amended Complaint and a Second Amended Complaint and Precautionary Motion 
to Allow Amendment.2 

On December 8, 2009, Qwest filed a Motion to Strike First Amended Complaint 
and a supporting Declaration of Lawrence Reichman (Reichman Declaration) and a Motion to 
Strike Second Amended Complaint and Response to Complainants' Precautionary Motion to 
Allow Second Amendment to the Complaint. 

On December 22, 2009, NPCC filed a Reply (NPCC Reply) and Memorandum 
in Support of NPCC Complainants Reply to Qwest Motions to Strike (Reply Memorandum) and 
supporting Declarations of Charles W. Jones (Jones Declaration) and Frank G. Patrick (Patrick 
Declaration). 

III. DISCUSSION 

A. NPCC First and Second Amended Complaints 

The First Amended Complaint asks the Commission to order Qwest to pay 
refunds for "payphone services overcharges" collected by Qwest since April 15, 1997, or 
approximately 13 years ago. These services include: (1) PAL, and (2) services under various 

1 OrderNo. 09-155 at 3, 5-6, 8. 
2 On November 13, 2009, NPCC filed a Complaint for Declaratory Relief and Damages in the United States 
District Comi for the District of Oregon, essentially requesting relief similar to that requested in the complaints 
filed with the Commission on November 16, 2009. 

2 
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names such as Fraud Protection, CustomNet, Selective Class of Call Screening or Originating 
Line Screening, which were referred to in Order No. 09-155, alternatively and collectively, as 
"CustomNet." Pursuant to Ordering Clause 2 of Order No. 09-155, NPCC now lists the 
additional Complainants in Exhibit A to the First Amended Complaint. 

The bulk of the First Amendment is a detailed history of the litigation and the 
actions and inactions of federal and state agencies. NPCC asserts that the outcome of docket 
UT 125 was a finding that Qwest's Payphone Services rates did not comply with the new 
services test and Section 276 of the Telecommunications Act of 1996. 3 NPCC contends that 
the purpose of this Amendment is to join the Payphone Service Providers (PSP) as named 
Complainants and "conform the Complaint to the evidence developed in the Docket UT-125 
proceeding and the developments in the law that have occurred since NPCC filed the original 
complaint in May of 2001." NPCC asks the Commission to issue an order that Qwest: (1) make 
refunds for payphone services rates to the extent that they exceeded lawful rates under 
Section 276 and the new services test since April 15, 1997; (2) refund to the complainants the 
amount by which Qwest's Payphone Services rates exceeded the legal rates; and (3) calculate 
those refunds based on the amount by which the rates charged since April 15, 1997, exceeded 
the Payphone Services rates established in the final order in docket UT 125.4 

The Second Amended Complaint asserts that it represents "Unidentified 
Payphone Service Providers A to Z" as well as the NPCC member companies whose interests 
NPCC had previously represented who "purchase or have purchased Payphone Services from 
Qwest in Oregon." As in the First Amended Complaint, the subject services are both PAL and 
CustomNet services, "as well as those services which were the subject of the OPUC Rate Case 
UT-125." NPCC asserts that it will act on behalf of the "Unidentified Payphone Service 
Providers A to Z" in a "representative" capacity. 5 The remainder of the Second Amended 
Complaint largely repeats the First Amended Complaint but claims that the purpose is also "to 
assert claims arising from the same series of original transactions and related actions that led to 
the filing of the original Complaint and to take additional evidence as Ordered by the Marion 
County Circuit Court, if necessary to show that the Complaint of the Complainants is not and 
was not made moot by the OPUC orders 01-810 and 02-009 in UT-125."6 NPCC also alleges 
that Qwest made material representations and promises to the FCC and the Commission when it 
requested a waiver of the rules and that, due to Complainants' reliance on the representations 
and promises, "Qwest is estopped from denying their obligation to pay the Federal Refund to 
Plaintiffs" for the difference between the compliant and non-compliant tariffs during the 
April 15, 1997, to November 15, 2007, period.7 

In addition to asking the Commission to issue an order that Qwest make refunds 
as set forth in the First Amended Complaint, the Second Amended Complaint seeks refunds, 
based upon the differences between the charged and final rates for the period between April 15, 
1997, and November 15, 2007, when the stipulated order establishing final rates in UT 125 was 

3 First Amended Complaint at 5-7. 
4 Id. at 8-9. 
5 Second Amended Complaint at 2-3. 
6 Id. at 12-13. 
7 Id. at 14-15. 

3 
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entered, the award of damages for "discrimination and preferential treatment of its own 
Payphone Services and those of any third party," interest at the highest rate allowed by law, 
and attorneys' fees both before the Commission and the Oregon circuit and appellate courts. 8 

B. Qwest's Motions to Strike First and Second Amended Complaints 

Qwest contends that the First Amended Complaint doesn't comply with Order 
No. 09-155 because the First Amended Complaint "clearly continues to include a claim for 
refund of CustomNet charges, which are expressly included within the operative term 
'Payphone Services' in the First Amended Complaint" and, giving no excuse for failure to 
comply with the order, should therefore be stricken. 9 Qwest contends that any assertion that 
NPCC's members are not bound by Order No. 09-155 and are thus permitted to file a claim for 
refund of CustomNet services notwithstanding the Commission's decision is without merit for 
several reasons. First, NPCC has consistently purported to act exclusively on behalf of its 
members and asked that its members, not itself, be paid, filing the amendment to add its 
members only to "remove the distraction of [Qwest's] spurious defense" with respect to the 
issue of its standing. Second, Qwest asserts that the claim is time-barred and that points of law 
relating to recovery for alleged overcharges for CustomNet Services may not be relitigated or 
reconsidered after having been decided at an earlier stage of the same case. This principle 
applies whether or not the NPCC members were represented by NPCC at the time the 
Commission issued its decision. Third, regardless of the issue of standing, "The Order was 
solidly based on Ninth Circuit precedent directly on point" and there is no reason to believe that 
the Commission would reach a different conclusion because of a change in the status of the 
complainant. Finally, Qwest asserts, when the individual complainants received permission 
from the Commission to become parties to the case, they did not seek or obtain leave from the 
Commission to include CustomNet Services in their complaint. 10 

Qwest asks the Commission to strike the Second Amended Complaint because it 
was filed without leave of the Commission as required by Oregon law and because it violates an 
existing Commission Order. 11 Qwest also objects to the Complainants' Precautionary Motion 
to Allow Second Amendment to the Complaint (Precautionary Motion) for several reasons. 
First, Qwest objects to its inclusion of a claim for refund of CustomN et charges in violation of 
our order. Second, the Complainants have added additional claims unrelated to the refunds 
under the FCC's payphone orders, thus expanding the scope of the proceeding. 12 Finally, 
Qwest notes with disapproval the bringing of claims on behalf of unidentified non-members, 

8 Id. at 17-18. 
9 Qwest Motion to Strike First Amended Complaint at 3-4. 
Io Id. at 4-6. 
I I Qwest Motion to Strike Second Amended Complaint at 1, 5-7. 
12 Id. at 1-2,7-14. Qwest asserts that one of the claims raises new factual and legal issues relating to the 
circumstances surrounding the FCC's issuance of the Waiver Order in 1997: whether an affirmative claim for 
estoppel even exists and whether the alleged representations were actually made and is without foundation. 
Similarly, it asserts that the claim for refunds relating to the last Qwest general rate case is both baseless and 
beyond the scope of the proceeding, as are the claims for discrimination and "prohibited acts" for which NPCC 
asserts its members are entitled to relief under ORS 759.455. With respect to attorneys' fees, Qwest notes that the 
statutes referred to by NPCC relate to costs of judicial review of agency orders by the Court of Appeals, not by the 
Commission. 

4 
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asserting that NPCC lacks standing to bring such claims and that the Commission lacks 
authority to order refunds to such non-parties. 13 

C. NPCC's Reply 

On December 22, 2009, NPCC filed a Reply to Qwest Motion to Strike 
Complainants' First Amended Complaint and Second Amended complaint (Reply). NPCC 
asserts that Qwest has made a number of pleading errors and "reveals its confusion as to the 
authority concerning any amendment before the PUC."14 After discussing the legal evolution of 
the amending process and the interaction of the Oregon Rules of Civil Procedure (ORCP) and 
the statues and Commission Rules relative to such amendments, NPCC asserts: 

Given a proper reading and application of ORCP 23, the newly 
added real parties in interest are entitled to the filing of not only 
the First Amended Complaint, but also the Second Amended 
Complaint by which they filed their first amendment under 
ORCP 23A. Following the addition of the "real parties in interest" 
they have only for the first time appeared by the filing of the First 
Amended Complaint * * * . Being named as a party gave them, 
for the first time, the right to appear on their own, to obtain a 
refund by a PUC order, and each had the right to file its own 
Complaint * * * . That amended filing was a matter of right * * * 
without the necessity of filing an additional motion to amend. 15 

NPCC contends that Qwest is incorrect in its assertion that the added parties are 
bound by prior pleadings; they are not because they have never been heard before and cannot be 
bound, having been a non-party at the time of the motion. 

Furthermore, the assumptions as to the knowledge and complicity 
of the newly named Complainants in the motion by Qwest reaches 
far beyond its knowledge of the parties and their relationship to 
prior counsel and even the Motion to amend. It is clear that there 
was some kind of impasse in that earlier relationship or new 
counsel would not now be present. Suffice to provide that there 
was an unresolved conflict in direction which necessitated the 
substitution of new counsel, but that cannot tar nor bind the newly 
added Complainants * * * .16 

NPCC next notes that since no economic relief could have been allowed or 
ordered until the addition of the real parties in interest, the case and the real parties' rights did 
not really commence until they entered the case and that they therefore may pursue all refunds 
regardless of their age or the completion and finality of prior dockets. "It would be a travesty for 

13 Id. at 15-17. 
14 Reply at 2. 
15 Id. at 4-5. 
16 Id. at 5-6. 

5 
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the Commission to cut short the claims pled by a Complaint which claims could not have bean 
(sic) pled prior to the completion of the over 8 year litigation to develop lawful rates in UT-125 
in compliance with Federal law* * * the most of the claims alleged therein did not come into 
existence until November 15, 2007 when final NST compliant rates were adopted and made 
effective."17 

NPCC concludes that the law in Oregon is clearly to allow for a trial on the 
merits and that a pleading error is to be disregarded unless it affects a substantial right, under 
ORCP 12, and the amendment is to be liberally granted. Qwest has never filed an Answer or 
responded to the allegations of the Complaint, and this is the first opportunity they have had to 
bring their case and obtain reward from the Commission. The Commission granted prior 
counsel the right to file an Amended Complaint and, the First Amended Complaint was filed in 
the form as attached to that Motion. Now that the PSP payphone services have been established 
by UT 125, the Commission should allow the Complainants to proceed under the Second 
Amended Complaint. 18 

D. Analysis and Opinion 

The history of this proceeding was recently summarized in our Order No. 09-155 
and will not be repeated here. There we made it abundantly clear that the sole allowed purpose 
of an NPCC Amendment was to permit the NPCC member PSPs who would be subject to cross
examination by Qwest regarding PAL services and would receive any damages if awarded to 
become named parties to the proceeding. The February 26, 2009, Motion unequivocally stated 
at the time "The addition of the members to this case would not change the claim asserted, the 
discovery process or the amount being sought from Qwest. The NPCC members seek from 
Qwest the same relief that NPCC now seeks on its members' behalf. There is no imaginable 
prejudice or disadvantage to Qwest." 19 

In Order No. 09-155, we rejected the attempt by NPCC (and by extension based 
upon NPCC's representation, any member PSP) to broaden the scope of the case by the 
inclusion of CustomNet services, as they did not relate back to the original claim.20 Our finding 
that Qwest would not be prejudiced by our decision, i.e., that its exposure to litigation of other 
issues or additional parties beyond those then represented by NPCC would not change, was 
explicitly set forth: 

17 Id. at 6-8. 
18 Id. at 8-10. 
19 Motion at 7. 

Qwest is not prejudiced because it knew or should have known that 
these parties were the most likely targets of its efforts at discovery 
and cross-examination; there is no significance in the timing of 
mentioning their names specifically as the parties; and the 
amendment serves to clarify the true parties with a pecuniary 

20 Order No. 09-155 at 7-8. 

6 
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interest in and knowledge of the transactions that are the subject of 
the complaint.21 

In both its First and Second Amended Complaints, NPCC and its member PSPs, 
collaterally attack our opinion in Order No. 09-155, essentially claiming that, with new 
plaintiffs, all prior rnlings and orders are not binding. NPCC then recites the bases on which it 
believes CustomNet services, and a reopening of issues regarding rights to refunds based on the 
outcome in docket UT 125, are properly the subject ofrecovery by its member companies (and 
any others it might subsequently find along the way). 

If that is indeed NPCC's view, it could and should have directly challenged 
Order No. 09-155, timely seeking either clarification, rehearing, or appeal. It did none of those. 
Instead, it attempts to identify differences between prior counsel and its clients as a reason why 
our previous decision should not apply, while failing to provide supporting facts for allegations 
of inadequate or improper representation of PSPs' interests by prior counsel as the basis for not 
binding the individual PSPs to our order. We find NPCC's position to be without merit. 

The First Amended Complaint should be allowed solely to the extent that we join 
the entities listed in Exhibit A thereof as Complainants and allow the inclusion of allegations 
relative to PAL charges. Allegations and argument relative to any other services or charges 
should be stricken in all respects. The Precautionary Motion should be denied and the Second 
Amendment not accepted in the proceeding. 

21 Id. at 10 (emphasis added.) 

7 
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IV. ORDER 

IT IS ORDERED that: 

1. The First Amended Complaint is accepted with the following conditions: 

A. The entities named in Exhibit A of the First Amended Complaint are 
made parties to the proceeding. 

B. References to various services generally included under the description 
"CustomNet" are stricken from the First Amended Complaint. 

C. The use of the term "Payphone Services'' shall only mean Public Access 
Line services and references to any other services are stricken from the 
First Amended Complaint. 

D. All references to docket UT 125 and the calculation of any refund claims 
thereunder are stricken from the First Amended Complaint. 

2. The Precautionary Motion to Allow Second Amendment is denied. The 
Second Amended Complaint of NPCC et al. is not accepted. 

8 

FEB O t 2010 

Commissioner 

( Commissioner 

~ 
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TRANSCRIPT 
Complainants, 

V. 

QWEST CORPORATION, 

Defendant. 

OF 
FEBRUARY 4, 2010 

TELEPHONE PREHEARING CONFERENCE 

TRANSCRIPT OF PROCEEDING 

ALJ ARLOW: Good afternoon. Today is Thursday, February 4, 2010, and 

this is a further telephone prehearing conference in Docket DR 26/UC 600, before the Public 

Utility Commission of Oregon. My name is Allan Arlow I am the administrative law judge 

designated by Commission to preside in this matter, the case styled The Northwest Public 

Communications Council on behalf of PSPs A to Z, and NPCC Members; et al, Complainants 

against Qwest Corporation, Defendant. I note for the record the following appearances of 

counsel. On behalf of Northwest Public Communications Council, which I'm referring to as 

NPCC, and as it's members well included in that name, are Mr. Frank Patrick. On behalf of 

Qwest Corporation, Mr. Lawrence Reichman and Mr. Alex Duarte, and on behalf of the 

Commission staff, Mr. Jason Jones. I trust that all parties and staff have seen the most recent 

Commission order. Is that correct? Everybody seen Order No. 10-027? 
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MR. REICHMAN: Yes, we have, Your Honor. 

MR. PATRICK: 

ALJ ARLOW: 

MR. PATRICK: 

ALJ ARLOW: 

Yes, Your Honor, for Frank Patrick. 

All right. Thank you. 

Yes, Your Honor. 

Good. The first question I have then is in light of that 

order, I note the outstanding motion and memorandum and declaration, the consolidated motion 

to enforce orders and bifurcate proceedings. I wanted to know, Mr. Patrick, if your intention is 

to maintain that motion in its present form or do you intend to withdraw and recraft something or 

do you have any other immediate procedural plans in light of the Commission's action? 

MR. PATRICK: Well, in light of the Commission's action, I would actually 

like some instruction, uh, from -- from you, Your Honor, because the -- the complaint that was 

before the Commission and was, as I understand it, allowed as the amended complaint, it was the 

proposed amended complaint of the Miller, Nash firm, has in it the -- essentially the same 

elements that we were looking to resolve with the bifurcation, which is lo handle those portions 

of the results of UT 125, and based on the way I see the order of the Commission, uh, in 10-027, 

uh, (l)(D) basically says all references to Docket No. UT 125, and any of the calculations shall 

be stricken under the first amended complaint, and the first amended complaint was attached to 

the motion and was -- of the Miller, Nash firm, uh, back in May of this year, and was allowed, 

and so I'm now taking the instruction that you would provide as to what is the meaning of (D), if 

it's not the clear meaning that says that first amended complaint has now been, uh, basically 

stricken down to, I'm not sure. Quite candidly I'm not sure the status of the -- of the complaint 

at this moment. Now, I can recraft the complaint and send it in but I would assume that it's 

going to have to have some references to 125 based on what the proposed, uh, complaint was 

that was submitted to the Commission and was allowed. At least that's the way I understood it. 
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ALJ ARLOW: Mr. Reichman? Mr. Duarte? 

MR. REICHMAN: Thank you, Your Honor. I guess I'll -- I'll try to -- to be 

clear, uh, as -- as to my understanding of the significance of UT 125. As I understand the claims 

that they have been pled, uh, sort of all along in this case, the complainants have been --

ALJ ARLOW: I'm having a hard time hearing you, Larry. 

MR. REICHMAN: Oh, I'm sorry. Can you hear me now? 

ALJ ARLOW: Yep. Um hmm. 

MR. REICHMAN: Okay. Anybody else having a hard time hearing me? I'll 

try to speak up. As -- as the complaint has been presented, as the claims have been presented, 

uh, from the -- from the inception, uh, NPCC has sought to have refunds calculated based upon 

the difference between the rates that they have paid over time, dating back to 1997, and the rate 

for PAL service as ultimately found to comply with the new services test in UT 125, in the -- in 

the rate-setting portion of UT 125. To that extent we have no objection to -- to UT 125 being 

referenced, uh, simply for the -- the rate determination aspect. What I -- what I understand and 

what we took exception to in the second amended complaint, I don't think it was in the first, but 

I haven't checked back, but what we took exception to is the second amended complaint and 

what I understood the Commission's latest order to -- to agree with was a -- a different use of UT 

125. That is a claim that -- that the complainants are entitled to further refunds based upon the 

refund orders that the Commission had issued in UT 125. Very briefly, the -- the Commission 

had ordered Qwest to refund a substantial amount of money, in excess of $200 million, in UT 

125, in certain orders, also combined with an order -- at least one order out of Docket UT 80, uh, 

and NPCC had most recently in -- in the proposed second amended complaint, crafted an -- an 

argument that somehow Qwest still needs to refund more money under those refund orders. That 

is the claim that I understood the Commission was not allowing in the second amended 
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complaint, and that is the precise claim to which I understand the motion to enforce order was 

referring to. So, it -- it would be my understanding and Qwest's position, based on the 

Commission's order denying the second amended complaint, that the motion should be 

withdrawn or summarily denied or stricken or something to that effect. 

MR. DUARTE: Your Honor, this is Alex Duarte. I guess the other 

comment that I would have is that, you know, to the extent that there was, uh, an amended 

complaint -- a proposed amended complaint that was filed, I believe it was in February oflast 

year, uh, by the Brooks -- by the -- uh, Miller, Nash firm, uh, and to the extent that all references 

to the Custom Net were deleted from it then I think that complaint would be fine because that is 

what the plaintiff's moved to amend back in February, that was what was granted, minus the 

Custom Net provision. And so, you know, the rest of that alleg -- of that complaint, you know, 

are -- are not inappropriate. So, I think, a simply red-lining of what was submitted in February 

of '09, would probably do the trick. 

ALJ ARLOW: Uh, that means just removing the references to Custom Net 

Services when describing pay phone services? 

MR. PATRICK: 

ALJ ARLOW: 

Okay. You're -- I don't know who's speaking but I'm not-

This is Judge Ar -- Judge Arlow. In other words, basically 

what you're asserting is that moving all references to Custom Net Services or any services that 

would fall under that general and broad description and going forward with PAL -- P-A-L 

services and PAL services, using the calculations in UT 125, would be all right? Is that what 

you're saying, Mr. Duarte? 

MR.DUARTE: Yes. Basically if you grab that February '09, proposed 

amended complaint, and then just strike all references, you know, the count -- or the claim for 

were Custom Net but also, you know, within the text of the -- of the complaint., ifthere are 
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references to Custom Net. I know that they've define pay phone services as both PAL and 

Custom Net. You'd obviously need to excise those Custom Net portions of it in any claim for 

relief, based on Custom Net, then I think that that's the complaint that Your Honor -- that the 

Commission had ruled long time ago should be the complaint at this issue -- at issue with this 

case before we got into, you know, first amended complaint, and the second amended complaint, 

and -- and everything else. 

ALJ ARLOW: That was my understanding. And, of course, with the 

substitution of the parties because of the fact that they were the ones who'd be the real parties at 

interest, and NPCC had been acting on their behalf, and that's why I stated that there would be 

no prejudice to Qwest on that basis because of -- of the addition of those parties but they didn't 

give those parties any right separate from it. Now, the only question which I note in looking 

over the record, there was some statement to the fact that the parties who are now named in the 

proceeding, uh, that they are going to have difficulty pulling their records up. That those -- they 

said that the computers were going to be -- the programs were old or something along those 

lines. Mr. Patrick, do you know anything about that? 

MR. PATRICK: I have spoken to, uh -- uh, several of the complainants and 

that does not mean all of them at this moment because -- and I have confirmed that we've got 

boxes and boxes of -- of paper produced records. We also have at least two of the complainants 

that have electronic disks as well. The difficulty as I understand it, Your Honor, has to do with 

two of the -- of the complaints who have been merged with other companies, uh, and those 

records are now in storage. It's my understanding that there is about three pallets of paper 

records in one location and I have spoken recently to the person who's in charge of that and she 

has indicated to me that it was her understanding that Qwest had already discussed, uh, the fact 

that because they'd already issued some refunds, which we've all acknowledged that there have 
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been some refunds paid, that Qwest certainly has that electronic data available. I assume that 

that is correct, and I -- I was involved in the first discussions with that having to do, uh, with 

the -- with the difficulty or the -- the ease with which records can be raised, but I -- I've always 

made the assumption that the electronic records are -- are available because Qwest had, in fact, 

paid refunds based upon the initial orders that -- that I've reviewed. So, I -- I -- maybe Mr. 

Reichman can tell me if he has no ability to produce electronic records it was in my 

understanding at one point that Qwest said that they hadn't found them but then Mr. Harlow had 

indicated to me that he had heard otherwise, that they had, in fact, retrieved the electronic record. 

So, I -- I -- I can only speak to what, uh, two of them have said. They've said, look, we have 

paper records but you're talking literally thousands of pages, maybe hundreds of thousands of 

pages. 

ALJ ARLOW: Do you think that, uh, parties would be able to agree on the 

scope of the complaint that they agree should be litigated and the part -- the scope of the 

complaint that they have differences on with respect to need to be litigated as far as bifurcating 

the proceeding is concerned? 

MR. PATRICK: Well, I'd certainly be willing to sit down and see if we can 

work that out because it sounds like to me that that's part of the, uh -- uh, element that I think 

Mr. Reichman raised, uh, in an earlier discussion is that he believed that all refunds have been 

paid, uh, and I don't know -- I don't want to put words in Larry's mouth but it seems like to me 

that that's -- that comes to the crux of what my motion is, is that we believe that there are refunds 

yet to be paid based upon the final effective rates as they were established in November of 2007. 

ALJ ARLOW: Right. But the thing is your filings came prior to the time 

that the .order was issued. 
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Now, which filings are you referring to, Your Honor, the 

Yeah. The bifurcation motion. 

Okay. And -- and I'm willing to sit down with Larry and 

do that and I'm sorry that I wasn't able to get ahold of Larry before even this meeting to do that. 

I just didn't have the time to do it. I want to make sure that with respect to the earlier filings that 

the court -- that you are clearly aware that the -- the complaint, the DR 26 complaint, was filed in 

May of 2001, and the remand order was issued in late 2004, and so when we started talking 

about what had been done and what hadn't been done, uh, it -- it becomes complicated because 

what was known at one point and what the status of the remand and the Court of Appeals kind of 
11 

changes the complaint that we originally had sitting in DR 26. 
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ALJ ARLOW: Well, what I would hope the parties might be able to do 

was to -- see what you agree on, as far as the scope of the complaint, what you didn't agree on, 

and what issues that you believe are still open with respect to each of those, uh, rather -- because 

other than that I'll have to wait for Mr. Reichman and Mr. Duarte to craft a response to your 

bifurcated motion, but I think this is one of those situations where it might be best if the parties 

can sit down and sort of understand what the scope of their agreements and disagreements are so 

that at least with respect to P-A-L services we know exactly what the open issues are. 

MR. REICHMAN: Your Honor, this is Larry Reichman. I -- from our 

perspective, uh, the -- the issues that are or are not in this case are very simple, and I'd just like 

to take a stab at it while we're all here on the phone. I think there have been -- there has been 

discussion of refunds in two contexts. One is based upon FCC order issued back in 1997. That's 

what this case has always been about and that's what we think it should only be about. The other 

issue that Mr. Patrick has been trying to inject recently is a refund based not on federal law, not 
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on any FCC order, but based on this Commission's orders in Qwest's last general rate case. We 

don't think that there -- first of all, we don't think that there are any additional refunds due under 

that order to any party nor do we think that that has anything, uh -- it just doesn't belong in this 

docket in any -- in any way, shape or form. So -- so that's -- I think that's a pretty, uh, stark 

statement of what our position is with respect to refunds, uh, and -- and the motion to enforce we 

understand relates only to the second paii refunds that NPCC wishes to claim based on the 

Commission's rate case order, not based on Federal Communications Commission action and we 

understand that that has not been allowed in this docket based on the denial of the second 

amended complaint and --

ALJ ARLOW: Okay I'm losing -- missing some of your words, Larry. 

MR. REICHMAN: Well, I-- I --

MR. PATRICK: I'm -- I'm catching it. 

ALJ ARLOW: No, I --

MR. REICHMAN: Good. I don't know whether I want to start again. Uh -- I 

think that, Your Honor, I -- I don't know how much, uh -- I -- I think that -- that our position as 

to what does belong in this docket and what -- what does not, as well as the Commission's recent 

order, make it pretty clear. So, I'm not sure what would be gained by our sitting down and trying 

to hash through it, unless I'm just 

ALJ ARLOW: Right. 

MR. PATRICK: Your -- Your Honor, we -- I -- I sort of have -- I won't say 

it's a proposal but here's the way I sort oflook at this. I see this case as being kind of back to 

where we were when the Commission allowed NPCC to add the individual pay phone service 

providers but did not allow them to add the Custom Net claim. So, to me, uh, in many ways, I -

I find, given Your Honor's ruling -- or the Commission's ruling, that, you know, the recent 
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motion to bifurcate, to consolidate, and to enforce orders, which I see it's sort of a summary 

adjudication of you-own me the money pay up right now kind of motion, that to me is all moot in 

light of the Commission's recent order. It would seem to me now that what -- what should be the 

next step, which should be for the NPCC and plaint -- and the PSPs, what's called the plaintiffs, 

to file their amended complaint, that's compliant with the order, which I -- in my view would be 

the previous proposed amended complaint minus the Custom Net allegations, we file an answer. 

Obviously, if Mr. Patrick feels he needs to file any kind of motion he ce1iainly would have a 

right to do that, but the way we approached it back in 2005, uh, you know, which I think would 

make sense now, is to have motions for whether you want to call them summary judgment or 

summary adjudication or you want to call them, you know, legal briefs, but on the legal issues, 

as we had pending before the Commission, before Judge Petrillo, uh, decided to stay the case to 
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hopefully get some guidance from the FCC, that guidance didn't come in 2005, it didn't come in 

2008, and it hasn't come yet, and so it seems to me that we should just go forward with the 

briefing, obviously updated from 2005, uh, after, of course, you would have a complaint on file, 

and an answer on file, and then the Commission can rule on some of these legal issues, including 

whether or not the refunds that had been sought since 2001, are -- are, you know, appropriate or 

not, uh, and then, of course, if -- for example, if Qwest prevails then I think we don't get into 

damages, and if -- and ifNPCC prevails, in whole or in part, then, you know, presumably the 

next step would be what are the damages --

ALJ ARLOW: A second phase of the proceeding. Right. 

MR. PATRICK: --- and -- from there goes up. So, that's the way I sort of 

look at it but -- and that's kind of where the case was headed in 2005, before Judge Petrillo 

stayed the case. 

ALJ ARLOW: Yeah. 
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My impression and intention was that we would have the 

complaint, uh, as filed by Miller, Nash last spring, minus the Custom Net charges, the way that 

the Commission's order originally came out, saying, yes, you can add the Plaintiff, but, no, you 

can't add the other issues. That was the way I saw the case. 

ALJ ARLOW: Okay. 

MR. PATRICK: And the other issue being the Custom Net. Let me, uh -- let 

me address that for just a moment because I -- I think that, uh, you know, at the end of the day if 

I don't agree with that we end up, you know, appealing the whole case and I'm trying to avoid 

just further appeals, quite candidly, but, uh, I -- I want to make sure that I -- I understand. IfI 

take the complaint and that would be the first amended complaint that -- that I filed and I delete 

the issues with respect to Custom Net, it sounds like to me that Qwest would find that to be an 

acceptable complaint, and, uh, I suspect that that's the simplest and easiest way to get this thing 

to a point of understanding what the Commission's order has done because I -- I think that -- I 

think that's the case. The only problem that I have with that, uh, at this point right now is to 

resolve one of the issues having to do with the party. At the time that I took this case over, uh, I 

talked to former counsel and what he indicated to me was is that the reason why he had avoided 

until late in this matter and, of course, it's early in the case in one sense, uh, just late in -- in 

numbers of days, is he says there are a group of pay phones out there that I have not identified 

and I don't know what the -- what you, Your Honor, would have me do with respect to that. I 

had tried to preserve whatever rights would be in those people that I don't have fee agreements 

with and I'm calling them unidentified pay phone operators. Under the statute, it appears to me 

that if they become identified, and I'm not in a process of trying to identify them, but I did not 

want to have, uh, somebody come in and say wait a minute we thought you were protecting all of 
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our rights here or the Commission to say wait a minute you were protecting all these other 

people as well. 

ALJ ARLOW: The language in the complaint that was filed by Miller, 

Nash was perfectly clear, in so far as, it made representations that there was no -- there was 

going to be no difference in the potential liability of Qwest. That these people were people that 

you had already represented or that Miller, Nash had already represented as part ofNPCC, and 

that there would be no prejudice to Qwest, no possible prejudice, I think is -- no conceivable 

prejudice, I think was maybe the language that was used in that, uh, complaint to Qwest in the -

in the argument in the motion in support of the complaint, no conceivable, uh, you know, 

detriment to Qwest, and here by adding additional -- or by looking for additional parties, you are 

essentially increasing the potential liability of Qwest, which is contrary to the representations 

that were made earlier. 

MR. PATRICK: Okay. Just so -- just so I'm clear on that. I -- I recognize 

what you're saying. My difficulty is, is that I was left with an impression from -- from former 

counsel that when the briefing issue came out on -- on how they were representing -- NPCC was 

representing this group of claimants, he treated it as though there might be potentially more. So, 

out of an abundance of caution, not out of an effort to expand this, but out of an abundance of 

caution, I didn't want someone to come up and say, hey, wait a minute, you've cut out a group of 

people that you originally, uh -- who were relying upon some kind of representation by the 

NPCC. Now, since that originally was done, okay, I have learned of no new complainant. I just 

don't want someone to come back and say the NPCC has -- has let these people down, not 

23 

24 

25 

because I had some kind of a duty but that -- that they were out there thinking that they were 

being represented, and that's what the conversation I had with Mr. Harlow the last time we spoke 

he says, well, look, he said, you know, we're -- we're representing all pay phones in a 
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representational manner. Now, I suspect he had forgotten, you know, his comments to the 

Commission, and maybe he had, maybe he hadn't, I don't know, but I didn't understand him to 

be saying, well, look, if there's somebody else that comes in and they're entitled to relief under, 

uh, what the Commission ultimately ruled and I said, okay, I understand that now. Now --

ALI ARLOW: Well, when 09-15 5 came out, in specific period of time, 

when parties could have sought clarification or rehearing or appeal, in that order, and that didn't 

happen. There was plenty of opportunity at that time to say when you say we can add new 

parties does this mean people we can find along the way. There was no motion for clarification 

filed with the Commission on any kind of a timely basis. I believe that --

MR. PATRICK: I'm not suggesting (unintelligible) --

ALI ARLOW: -- (unintelligible) -- your order became law. 

MR. PATRICK: -- that was what they were intending to do. I'm just 

suggesting to that I may have been told something that I understood in one matter, which, in fact, 

nobody else understood and -- or understood and maybe there was something else out there that 

I -- I still don't understand, I just didn't want the Commission, uh, or some other party coming in 

saying wait a minute we had a relationship with the NPCC because the NPCC, I -- I was 

ostensibly representing the NPCC only for purposes of -- of achieving a -- a hand-off of the case 

to the real parties in interest. 

MR.DUARTE: Your Honor, it seems to me that --this is Alex Duarte, that 

the -- and I'm trying to follow this -- this argument, that a -- it's -- it's an argument about trying 

to represent clients that aren't your clients yet, and that's where apart from assuming that you -

Your Honor, raised about additional prejudice, additional potential liability, uh, I -- I'm not sure, 

you know, how someone can say, well, I need to present the interests of those who aren't here 
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5 representation, but it's not anybody's --
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ALJARLOW: It -- it sounds like a class action --

MR.DUARTE: -- humble duty to represent somebody that they don't 

represent. 

MR. REICHMAN: Yeah. Well, and -- and beyond the client -- this is Larry 

Reichman, again, uh, beyond the -- sort of the attorney/client relationship, uh, in the relationship 

between NPCC;as an association, and its members, as I understand it, NPCC has a --

ALJARLOW: Just a little louder, Larry. 

MR. REICHMAN: NPCC has been appearing on behalf of its members and the 

additional plaintiffs here are NPCC members. I don't know how anyone could ever claim that 

NPCC has some kind of an obligation to speak on behalf of non-members nor, frankly, does -

does it seem appropriate if these companies have chosen not to join the association, that they 

should somehow be -- be spoken for by it, so --

ALJARLOW: Yeah. This is not a class action situation where you have a 

large number of aggrieved but unknown people for whom a firm has decided to take up the 

cudgel. 

MR. PATRICK: It's certainly the case, uh, Your Honor, Frank Patrick, it --

it was my understanding that Qwest had paid, uh, refunds and I would assume that they would 

have known who the other plaintiff -- complainants might be, other than the 12 that we've added 

to this -- to this group of complainants, uh, and I thought that that would probably come out at 
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some point. I just don't want to have, quite candidly, a continuing duty with respect to, uh -- uh, 

the non-members of the NPCC, and if the --

ALJ ARLOW: Do you mean an ethical --

MR. PATRICK: -- opposing counsel had some concern about that, and I'm 

not exactly sure, uh, why that was -- that concern was raised but he did raise that concern. So, 

uh, to that extent that's the whole point of my -- my unidentified plaintiff. I -- what I'd like to do 

is I'd like to take a crack at doing a red line, uh, on that issue and then, uh, getting that to, uh, 

Mr. Reichman and see if we can reach that. I -- I think that probably I can do that fairly quickly, 

uh, but I do want to -- to address that motion to bifurcate. So, it -- for a moment. So, if we want 

to move from the -- the drafting of the complaint what I'll commit to do is getting a draft of what 

would now become the third amended complaint and in fashion that falls, as we've just 

discussed, and as, uh -- uh, Mr. Duarte is, I think, what you've indicated is -- is the status of this 

matter, uh, at the time of, uh -- I think it's the February or -- actually I think it's a May order --

MR. DUARTE: May order of February motion. 

MR. REICHMAN: Right. Right. 

MR. DUARTE: Well, I -- I'm not sure when you said-- Your Honor, ifI 

can just speak for a second. When you said you're going to take a -- a crack at redlining but it 

was -- it came at the heels of this whole discussion about representation of -- of an unnamed 

party and so I don't know if we're going to deal with that, I -- I don't think we're going to find 

agreement. I -- I mean, if -- if we're going to grab that old amended complaint that was 

proposed back in February, uh, and redline the Custom Net, and that's it, then I agree that that's 

what the Commission allowed NPCC to do, and now NPCC and the providers, and that'd be 

fine, but if there's anything more than that, uh, I think we're -- I can say right now we're not 
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going to agree, uh, voluntarily and so we're going to have to probably deal with more motions 

down the road. I'm hoping we don't have to do that, obviously. 

MR. PATRICK: Well, that's what I'm suggesting, Mr. Dumie, is that I -- is I 

go ahead and I produce that complaint, uh, get it over to you and Mr. Reichman and then, uh, 

maybe we can come back and -- and chat with the -- if there's some dispute about what the 

complaint says then we can come back and -- and talk to, uh -- uh, Judge Arlow to resolve that 

issue. If that would be acceptable then I'm suggesting that we continue this hearing just to 

accomplish that. 

ALJARLOW: Mr. Duarte? Mr. Reichman? 

MR.DUARTE: Well, I'm not sure if that's really necessary. I mean, I 

don't want to be difficult, I mean, if that's what -- you know, what Your Honor would like us to 

do that'd be fine, but to me it seems like it's very easy -- it doesn't take, you know, a lot of 

rocket science to -- to, you know, redline that complaint from February and May, uh, into a third 

amended complaint and then, you lmow, uh, we could respond to that, uh, but -- so -- so I guess, 

I -- I just, uh -- I'm not sure why we need to come back -- you know, why we need to stop now 

and then come back, uh, because to me that, you know, in the end -- the complaint should be a 

real simple drafting thing really. It's more of a -- you'd use your -- your redlining and your -

your word processing and then you've got it done. 

ALJARLOW: Right. Mr. Patrick, do you --

MR. PATRICK: I think what I'm -- I'm suggesting, uh, Mr. Duarte, is that --

is that I take the complaint, and we sit down and -- and see if there's any, uh, issue that -- that we 

can resolve by the impending motion, the bifurcation motion, and -- and then we can get back 

but, uh, I mean, I -- we can do it in two chunks or one chunk, it doesn't matter to me but I'm 
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trying to avoid just, uh, additional briefing that goes forever and ever, so, uh, that -- that was my 

suggestion. 

MR.DUARTE: Well, Your Honor, it would seem to me that that whole 

motion to bifurcate, slash, consolidate, slash, uh -- uh, enforce orders, uh, was premised on what 

the Commission has already knocked out. So, to me, you know, to try to salvage that in -- in 

some way doesn't -- to me doesn't make sense. To me it would seem like if Mr. Patrick had 

some kind of motion to bifurcate, based on what the complaint that should be at issue, uh, is, 

then, you know, he ce1iainly has the right to do that, and -- and we can respond accordingly, 

but -- but to go back to the motion to bifurcate that exists now, uh, that was filed on Monday or 

whenever, to me that -- that's kind of futile exercise. It -- it seems to me that the case has 

changed quite dramatically with -- with the Commission's order this week. 
12 
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ALJ ARLOW: Right. And the question -- Mr. Patrick, one of the first 

things I asked you was whether you wanted to withdraw the pending motions that you have and 

perhaps fashion a new motion based upon your current knowledge of the status of the 

Commission's orders in the case or whether you want to let your previous motion stand. 

MR. PATRICK: Well, no, I don't think there -- I don't think it makes sense 

to letting the previous motion stand. Uh --

ALJ ARLOW: Why don't we start off by withdrawing those -- formerly 

withdrawing those and then you can, uh, you know, start again, and Qwest will then have the 

opportunity to answer whatever comes this time out. 

MR. PATRICK: Okay. My -- I -- my proposal was I sit down with Mr. 

Reichman and -- and see if I -- if we can work out whatever else is out, and maybe we can come 

up with a briefing schedule, uh, but let's -- let's go ahead and do that. I will withdraw my 

motion. 
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Okay. Well, actually, I'll take it, uh -- I will take it right 

here on the record having withdrawn that. You don't need to file anything. 

MR. PATRICK: I withdraw my motion. I -- I assume that that's -- while 

4 without prejudice, that -- to refile a motion, obviously, and I will, uh -- I will get the amended 

5 complaint in and in the meantime I will actually be talking to Mr. Reichman before I send it in to 

6 make sure that he's happy with the draft of that and we'll go from there. 
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ALJARLOW: And then once you do that you'll approach me with the 

schedule? 

MR. PATRICK: Uh, that would -- yes, sure, that would be fine. I -- you 

mean a schedule with respect to having the amended complainant? 

ALJARLOW: 

MR. PATRICK: 

ALJARLOW: 

MR. PATRICK: 

Yeah. To the briefing. Right. 

Uh, well, okay. You -- you mean after we talk to that? 

Yeah. 

I guess we could do that. I can get the amended complaint 

and, uh, if you'd give me a week, and I've -- I've got a real tough -- tough couple of days here 
' 

coming up, if you'd give me until next Friday to get that in that would be helpful. 

ALJARLOW: All right. 

MR. PATRICK: And, Larry, maybe, uh, he and I can sit down and chat 

with, uh -- on a briefing schedule from that point on. 

ALJARLOW: Okay. So, the third amended complaint will be due in on 

the li11? Is that what you're saying potentially? 

MR. PATRICK: Yes. 

ALJARLOW: Complaint due on the 12th
. And, Mr. Reichman, uh, your 

response? 

Re: Dockets DR26/UC600 Page 17 of23 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 18 of23 

MR. REICHMAN: No. That sounds fine. We're happy to work, uh -- work 

with him on the, uh -- the amended complaint, which as we've discussed, we would expect to 

look very similar to what the one -- the one that was proposed about a year ago, minus Custom 

Net. Uh, the -- with respect to any motion to bifurcate, uh -- uh, really there -- there is 

essentially one claim in that case. So, uh, I'm not sure that there would be a need for -- for any 

kind of bifurcation, other than what we would propose is that we would then proceed to address 

issues of -- of liability and that that might -- that be bifurcated from any damages issues, which is 

how we approach this case. Uh, I'm afraid to say it was about five years ago when the parties 

filed cross motions for summary judgment on the -- the issues of liability. That -- the -- when we 

talked about schedule for briefing, just to be clear, that is the kind of schedule that --

ALJ ARLOW: Right. 

MR. REICHMAN: -- that we would be anticipating. 

ALJ ARLOW: And that's kind of the same thing we'll be having. 

MR. PATRICK: I'm -- I'm losing some of your words, Larry, but assuming 

I'm -- I'm hearing you say that we can talk about a briefing schedule. Is that what I heard you 

say? 

MR. REICHMAN: Right. 

ALJ ARLOW: What -- what he's saying basically is that he would expect 

that, uh, we would -- any bifurcation would be -- first based upon cross motions for summary 

judgment on the, uh, issue ofliability. 

MR. PATRICK: Um hmm. 

ALJ ARLOW: And then, uh, if you would prevail on the issue of liability 

then we would have a second proceeding on -- basis on damages and that's when you'd have all 

your discovery, et cetera. 
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Uh, well, let's -- that may or may not be necessary but, 

yeah, I understand that. Um hmm. That's a potential that we may have to do. 

ALJ ARLOW: 

MR. DUARTE: 

Is that your understanding, Mr. Reichman and Mr. Duarte? 

Uh, yes. The way -- the way that you, uh, articulated that is 

.s how we would see the case going. 
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ALJ ARLOW: All right. Well, that should be simple then. I would hope, 

however, that, uh -- I guess it's a vein hope that the FCC will act on this matter. Nobody's filed 

a -- a writ of mandamus in the D.C. Court of Appeals, huh? 

MR. PATRICK: No one has filed nor do I believe anyone ever will. That's 

the reason why we filed our precautionary matter here in the U.S. District Court, as of the -- of 

the timeline that we were looking at. It -- it's real clear that there -- that nobody is going to act at 

the FCC. 

ALJ ARLOW: Okay. All right. Anything further before we adjourn? 

MR. REICHMAN: So, Your Honor, just to have clarity. So, uh, Mr. Patrick 

would amend his complaint by what date again? 

ALJ ARLOW: The lih. 

MR. REICHMAN: The 12th of February? 

ALJ ARLOW: Yes. 

MR. REICHMAN: A week from now? 

ALJ ARLOW: Right. 

MR. REICHMAN: And then what's the timeframe for -- for Qwest to respond 

to that amended motion? 

ALJARLOW: Uh, well, what do you feel you need? Do you want more 

than a week on that? Would you respond by the 19th or do you want the 26th? 
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MR. REICHMAN: Uh, I -- I would think two weeks should be fine. 

ALJ ARLOW: Okay. So, response on the 26th
. 

MR. PA TRICK: I -- I think you used the words amended motion but I think 

ALJ ARLOW: Oh, I'm sorry. Amended complaint. 

MR. REICHMAN: Amended complaint. I'm sorry. 

MR. PATRICK: Okay. 

ALJ ARLOW: Okay. And reply on the 26th
. 

MR. REICHMAN: And -- and I think what we would be doing is simply 

ALJ ARLOW: Right. Answering. Yes. Answering the complaint. 

Answer on the 26th and then based upon that we'd have, uh, cross motion. Okay. 

MR. REICHMAN: And then -- and to be clear, we'd be answering, as well -

assuming the complaint that we're anticipating would be filed. If there's anything different we 

may have to move again but we'll just leave -- hopefully we won't be there. 

MR. PATRICK: 

ALJARLOW: 

MR. PATRICK: 

(Chuckling) 

Okay. 

Let -- let me ask this question, Your Honor. I -- I will -- I 

will get this done -- I -- I assume that you produce your own orders on this issue. Is that correct 

or not? 

ALJARLOW: Oh, that -- that's correct. 

MR. PATRICK: Okay. And, uh -- and on procedural issues, uh, I guess I 

still have an open door to somebody at staff and so I -- I probably will ask questions with respect 

to, uh, any of the -- of the other procedural issues, uh, outside the context of this hearing. 
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ALJ ARLOW: 

MR. PATRICK: 
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I'm not exactly sure what you mean by that. 

I'm still confused with respect to, uh, the right of the 

claimant, uh, to move to enforce orders separate from DR 26 and it seems like to me that that's -

that's -- that's the question I'm going to have to answer for myself, I guess. 

ALJ ARLOW: 

MR. DUARTE: 

ALJ ARLOW: 

MR. PATRICK: 

Uh--

Your Honor, I'm still not sure I understand. 

And neither -- neither do I. 

Okay. I'll -- I'll withdraw the question and -- and pursue 

an answer in a separate -- as a separate discussion, uh, because, uh, I -- I'm very confused as to, 

uh, where -- if -- if there's an order that is unenforced at this moment in the minds of -- of a 

complainant where do they file, uh, to do that. It seemed like DR 26 is -- is where all the refunds 

were anticipated to be paid. So, uh, I'm still a little confused but maybe as I finish up with the 

amended complaint, uh, it'll be all clear to me. 

ALJ ARLOW: To me that sounds like a separate docket that would be 

outside the scope of this proceeding. I'll wait to see what comes in. 

MR. PATRICK: All right. That sounds good. 

ALJ ARLOW: All right. Anything further from any of the parties? 

Anything from you, Mr. Jones? 

MR.JONES: No, Your Honor. 

MR. REICHMAN: Nothing for me, Your Honor. 

MR. PATRICK: Nothing for me, Your Honor. 

ALJ ARLOW: Well, I guess we're adjourned then. Thank you all. 

MR. PATRICK: Thank you much. 

MR. REICHMAN: Thank you. 
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MR. DUARTE: 

MR. JONES: 

Re: Dockets DR26/ UC600 

Thank.you. 

Thank you. 

(Concluded) 
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CERTIFICATE 

I, Jim Berg, an independent contractor under contract with the Public Utility Commission 

of Oregon, certify that I listened to the audio recording of the above-referenced Telephone 

Prehearing Conference, transcribed in writing such recording, and that such transcript is a 

complete and accurate record thereof. 

Dated __ -~S_-_l_f_l _.::c0>_/i_{ _-~----

Re: Dockets DR26/UC600 

Jim Berg 

Owner/Operator 

Work Processors Company 

(503) 362-4559 
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Room:  CAVE  Building:  PUC
Address:  VIA TELEPHONE
Reporter:  NONE
Law Judge:  PETRILLO, SAM

Notice of Telephone Conference and Oral Argument served electronically and via U.S. Mail on 6/19/06.  (Dial-in
#503-378-3313, ref #6464.)

6/19/2006Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Petrillo's Ruling extending briefing schedule by one week.

Copies served electronically and via U.S. Mail on 6/14/06.

6/14/2006Date: Action:

MOTION
Qwest's letter to Judge Petrillo requesting an extension of time to file its brief.  Electronically filed by Lawrence
Reichman.  Hard copy rec'd 6/14/06.

6/13/2006Date: Action:
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LAW JUDGE RULING/MEMORANDA
ALJ Petrillo's Memorandum.

Copies served electronically on 6/7/07 and via U.S. Mail on 6/8/06.

6/7/2006Date: Action:

BRIEF
Staff's Opening Brief.  Electronically filed by Jason W. Jones.  Hard copy rec'd 5/19/06.
5/19/2006Date: Action:

BRIEF
Qwest Corporation's Opening Brief.  Electronically filed by Lawrence H. Reichman.  Hard copy rec'd 5/23/06.
5/19/2006Date: Action:

OTHER FILING/PLEADING
AT&T's correspondence requesting that David J. Miller be replaced by Daniel Foley on Service List.  Emailed by
Agnes Ng.  (Change made.)

5/4/2006Date: Action:

OTHER FILING/PLEADING
Integra's correspondence requesting that Deborah Harwood be replaced by Carol Wirsbinski on Service List. 
Emailed by Deborah Harwood.  (Change made.)

5/4/2006Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Ruling suspending procedural schedule; establishing briefing schedule.

Copies served electronically and via U.S. Mail on 5/2/06.

5/1/2006Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Petrillo's Ruling Granting parties request to cancel settlement conference scheduled for 5/1/06.

Copies served electronically on 4/25/06 and via U.S. Mail on 4/26/06.

4/25/2006Date: Action:

MOTION
UT 125 Staff Motion to Cancel Settlement Conference submitted by Jason W. Jones
4/25/2006Date: Action:

MOTION
Qwest's Motion regarding altering docket schedule to address threshold issue.  Electronically filed by Lawrence
Reichman.  Hard copy rec'd 4/27/06.

4/25/2006Date: Action:

CONFERENCE
TELEPHONE CONFERENCE scheduled 5/10/2006 9:45 AM
Room:  CAVE  Building:  PUC
Address:  VIA TELEPHONE
Reporter:  NONE
Law Judge:  PETRILLO, SAM

Notice of Telephone Conference served electronically and via U.S. Mail on 4/21/06.  (Dial in #503-378-3313; ref
#6287.)

4/21/2006Date: Action:

OTHER FILING/PLEADING
Correspondence from Richard J. Busch advising that he can be removed from service list.  Filed by Richard J.
Busch.  Removed from service list.

4/10/2006Date: Action:

OTHER FILING/PLEADING
Staff letter to parties.  Filed by Lance Ball.
4/7/2006Date: Action:

OTHER FILING/PLEADING
Qwest's Letter regarding ALJ Petrillo's First Conference Report, including Attachment A with Confidential exhibits
to Attachment A located in locked cabinet, envelope #96(46).  Nonconfidential portion electronically filed by by
Lawrence H. Reichman.  Hard copy with confidential material rec'd. 3/31/06.

3/31/2006Date: Action:

OTHER FILING/PLEADING
Qwest's request to replace Don Mason with Alex Duarte on service list.  Filed by Carla Butler.
3/24/2006Date: Action:

LAW JUDGE CONFERENCE REPORT
ALJ Petrillo's First Conference Report (identifying issues and setting schedule);  Copies served electronically and
via U.S. Mail to the UT 125 docket service list, & via U.S. Mail only to the TC list on 3/21/06.

3/21/2006Date: Action:
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CONFERENCE
TELEPHONE CONFERENCE scheduled 3/13/2006 2:30 PM
Room:  MEADOW CONF RM  Building:  PUC
Address:  VIA TELEPHONE
Reporter:  NONE

Notice of Telephone Conference served electronically on 3/2/06 and via U.S. Mail on 3/3/06.  (Dial-in
#503-378-3003, ref. #6172.)

3/2/2006Date: Action:

SUPPLEMENTAL APPLICATION
In the Matter of
U. S. WEST COMMUNICATIONS, Inc.
Northwest Public Communications' Motion to Set Procedural Conference to Establish Issues and Procedures on
Remand; electronically filed by Carol J. Munnerlyn for Brooks E. Harlow.  Hard copy rec'd 2/10/06.

2/9/2006Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Request that Kath Thomas be replaced with Lon E. Blake on the service list; electronically received from Lon. E.
Blake, Director of Regulatory Affairs, Advanced Telcom Inc.

11/18/2002Date: Action:

ORDER
Order No. 02-443 signed by Chairman Roy Hemmingway and Commissioners Lee Beyer and Joan H. Smith;
DISPOSITION:  MEMORANDUM OF UNDERSTANDING ADOPTED.

Copies served 7/10/02.

7/8/2002 02-443Date: Action:

MOTION
Staff's Stipulated Motion to Have Commission Issue Order Adopting MOU; filed by Jason Jones for Michael T.
Weirich.

6/18/2002Date: Action:

APPEAL
Transmittal of Shortened Record and Certificate Mailed To Marion County Circuit Court, Jason Jones (AAG),
Richard Busch, and Lawrence H. Reichman, Case No. 02C12247. Our Case Number is 02-05.

6/12/2002Date: Action:

CANCELLATION/CHANGE
PRECONFERENCE scheduled for 6/13/2002 CANCELLED.  NOTICE OF CANCELLATION OF PREHEARING
CONFERENCE provided electronically and served via mail on 6/10/02.

6/10/2002Date: Action:

CANCELLATION/CHANGE
Notice of Postponement of Prehearing Conference set for May 16 served 5/13/02 faxed, emailed, and served
5/13/02.

5/13/2002Date: Action:

CONFERENCE
CONFERENCE scheduled 6/13/2002 9:30 AM
City:  SALEM OR
Room:  MAIN HEARING ROOM  Building:  PUC
Address:  550 CAPITOL ST NE
Reporter:  NONE
Law Judge:  CROWLEY, RUTH

Notice of Prehearing Conference faxed, emailed, and served 5/13/02.

5/13/2002Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
NOTE TO FILE:

Email from Michael Weirich requesting the prehearing conference scheduled for 5/16 be reset in about a month
and ALJ Crowley's email to support staff requesting cancellation of 5/16 conference and resetting it for mid June.

5/9/2002Date: Action:
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CONFERENCE
CONFERENCE scheduled 5/16/2002 9:30 AM
City:  SALEM OR
Room:  MAIN HEARING ROOM  Building:  PUC
Address:  550 CAPITOL ST NE
Reporter:  NONE
Law Judge:  CROWLEY, RUTH

Corrected Notice of Prehearing Conference (Order Number Changed) served 5/6/02.

5/6/2002Date: Action:

CONFERENCE
CONFERENCE scheduled 5/16/2002 9:30 AM
City:  SALEM OR
Room:  MAIN HEARING ROOM  Building:  PUC
Address:  550 CAPITOL ST NE
Reporter:  NONE
Law Judge:  CROWLEY, RUTH

Notice of Prehearing Conference served on 4/30/02.

4/30/2002Date: Action:

OTHER FILING/PLEADING
Qwest's revised Attachment G to Qwest's Report in response to Order 02-192 filed on 4/16/02 (with cover letter);
filed by Don Mason.

4/26/2002Date: Action:

OTHER FILING/PLEADING
Staff's Response to Qwest's Request for Hearing (ORS 756.515); filed by Michael T. Weirich.
4/23/2002Date: Action:

OTHER FILING/PLEADING
Qwest's Report in response to OPUC Order No. 02-192 (with Attachments A-J); filed by Ron L. Trullinger for Don
Mason.

4/16/2002Date: Action:

OTHER FILING/PLEADING
Qwest's Request for Hearing Pursuant to ORS 756.515; faxed by Jay P. Nusbaum.  (Fax copy sent to Utility.) 
Hard copy rec'd 4/11/02.

4/10/2002Date: Action:

ORDER
Order No. 02-258 signed by Chairman Roy Hemmingway and Commissioners Lee Beyer and Joan H. Smith;
DISPOSITION:  MOTION FOR APPROVAL OF TARIFF REVISIONS NUNC PRO TUNC GRANTED.

Copies served 4/9/02.

4/9/2002 02-258Date: Action:

ORDER
Order No. 02-192 signed by Chairman Roy Hemmingway, Commissioner Lee Beyer, and Commissioner Joan H.
Smith. Disposition:  Motion to Show Cause Granted; Qwest to File Report (no later than 3 weeks from date of
order). Copies mailed to UT 125 service list on 3/26/02.

3/26/2002 02-192Date: Action:

OTHER FILING/PLEADING
STAFF's Response to Qwest's Motion For Approval of Tariff Revisions Nunc Pro Tunc; filed by Michael Weirich.
3/26/2002Date: Action:

APPEAL
Summons Received, Marion County Circuit Court Case No. 02C12247,  Attorneys for NORTHWEST PUBLIC
COMMUNICATIONS COUNCIL (fka THE NORTHWEST PAYPHONE ASSOCIATION) = Richard Busch and D.
Gary Christensen.  Appeal of Order Nos. 01-810 and 02-009. (dated 3/8/02).

3/11/2002Date: Action:

MOTION
QWEST CORPORATION 's Motion for Approval of Tariff Revisions Nunc Pro Tunc and Supporting Memorandum; 
Filed by Lawrence Reichman.

3/7/2002Date: Action:

OTHER FILING/PLEADING
Staff's Reply to Qwest's Response (to Staff's Show Cause motion).  Filed by Michael T. Weirich.
2/4/2002Date: Action:
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ORDER
Order No. 02-068 signed by Commissioners Roy Hemmingway, Lee Beyer and Joan H. Smith; Disposition: 
Settlement Approved; Order Nos. 00-190 and 00-191 Modified; (UC 570/UT 125 (Phase I)/UT 80)
Copies served on the following service lists on 2/1/02: UC 570/UT 125/UT 80.

1/31/2002 02-068Date: Action:

OTHER FILING/PLEADING
QWEST CORPORATION 's Response to Staff's Motion for an Order Requiring Qwest to Show Cause How its
Tariff Filing Complies with Order No. 01-810 and to Provide Further Information;  Filed by Lawrence Reichman.

1/22/2002Date: Action:

OTHER FILING/PLEADING
Qwest's resubmission of a copy pf pages 1 through 6 of Settlement Agreement and Release of Claims (entire
agreement originally filed 10/12/01) with the signature of Benjamin E. Rawlins for Portland State University,
University of Oregon, and Oregon State University on page 6 of document (Mr. Rawlins replaced signature of Tim
Johnston for Portland State University); faxed by Lisa F. Rackner.  (SEE UT 125 AND UC 570)  Hard copy rec'd
1/17/02 .

1/16/2002Date: Action:

OTHER FILING/PLEADING
TRACER's Filing of page 6 of Settlement Agreement and Release of Claims with signature of Benjamin E Rawlins
for Portland State University, University of Oregon, and Oregon State University; faxed by Lisa F. Rackner.

1/16/2002Date: Action:

OTHER FILING/PLEADING
Qwest's Correspondence advising that it intends to file a response to Staff's Motion for an Order Requiring Qwest
to Show Cause How Its Tariff Filing Complies With Order No. 01-810; faxed by Lawrence Reichman.  (fax copy to
Utility)  Hard copy rec'd 1/11/02.

1/10/2002Date: Action:

ORDER
Order No. 02-009 signed by Chairman Roy Hemmingway and Commission Lee Beyer; Commissioner Smith Was
Unavailable for Signature;  DISPOSITION:  APPLICATION FOR RECONSIDERATION DENIED.

Copies served 1/8/02.

1/8/2002 02-009Date: Action:

MOTION
Staff's Motion (and Memorandum) for an Order Requiring Qwest to Show Cause How Its Tariff Filing Complies
With Order 01-810 and to Provide Further Information; filed by Michael T. Weirich.

1/7/2002Date: Action:

OTHER FILING/PLEADING
AT&T's request to remove Rebecca DeCook and Laurene Wilson from the service list and to add David J. Miller
and Cathy Brightwell; filed by Janet Browne.  (Changes made.)

12/24/2001Date: Action:

ORDER
Order No. 01-1098 signed by Chairman Roy Hemmingway and Commissioners Joan H. Smith and Lee Beyer;
DISPOSITION:  APPLICATION FOR RECONSIDERATION GRANTED; MEMORANDUM OF UNDERSTANDING
APPROVED.

Copies served 12/26/01.

12/21/2001 01-1098Date: Action:

ORDER
Order No. 01-1075 signed by Commissioners Roy Hemmingway, Lee Beyer and Joan H. Smith; Disposition: 
Application For Reconsideration Denied.
Copies served 12/20/01.

12/20/2001 01-1075Date: Action:

OTHER FILING/PLEADING
NWPA's Reply to Responses of Qwest and Staff to its Application; filed by David L. Rice.
12/12/2001Date: Action:

OTHER FILING/PLEADING
Qwest's Reply to Staff's Opposition to Qwest's Second Application for Reconsideration and Response to Staff's
Request for Extension of Effective Date for New Rates; faxed by Lawrence Reichman.; faxed by Lawrence
Reichman.  Hard copy rec'd. 12/12/01.

12/11/2001Date: Action:

OTHER FILING/PLEADING
Staff's Final Comments; filed by Michael T. Weirich.
12/7/2001Date: Action:

OTHER FILING/PLEADING
NWPA's request to remove Chuck Truman from service list and replace with Randy Linderman (changes made);
filed by Angie Giordano.

12/5/2001Date: Action:
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OTHER FILING/PLEADING
AT&T Communications of the Pacific Northwest, Inc., and Worldcom, Inc.'s Joint Reply in Opposition to Qwest's
Second Application for Reconsideration; faxed by Mark Trinchero.  Hard copy rec'd 12/4/01.

12/3/2001Date: Action:

OTHER FILING/PLEADING
Staff's Response i n Opposition to Qwest's Second Application for Reconsideration; Staff's request for
Commission Decision on the Application Before January 2, 2002 or, in the alternative, a Ruling Extending the
Effective Date for New Rates; filed by Michael T. Weirich.

12/3/2001Date: Action:

OTHER FILING/PLEADING
QWEST CORPORATION 's Response to Northwest Payphone Association's Application For Partial
Reconsideration; Faxed by Lawrence Reichman, hard copy received 11/29/01.

11/28/2001Date: Action:

OTHER FILING/PLEADING
Staff's Response to NWPA's Application for Partial Reconsideration.  Filed by Paul A. Graham (for Jason W.
Jones).

11/28/2001Date: Action:

RECONSIDERATION
QWEST CORPORATION 's Application for Reconsideration and Approval of MOU;  Filed by Lawrence Reichman.

Response Due:  12/1/01
Order Due:  1/15/2002

11/16/2001Date: Action:

RECONSIDERATION
QWEST CORPORATION 's Second Application for Reconsideration;  Filed by Lawrence Reichman.

Response Due:  12/1/01
Order Due:  1/15/2002

11/16/2001Date: Action:

RECONSIDERATION
Northwest Payphone Associaton's Application for Partial Reconsideration, together with confidential documents
located in locked cabinet env. #96(44);  Filed by Richard J. Busch.

Response Due:  11/28/01
Order Due:  1/11/2002

11/13/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum addressing Qwest and TRACER's Joint Motion to Modify Commission Orders 00-190
and 00-191 and giving the parties until 11/21/01 to file Opening Comments and until 12/7/01 to file Reply
Comments.

Copies served on UC 570 and UT 125 (Phase I)/UT 80 on 10/25/01.

10/25/2001Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Rhythms Links' request to be removed from UT 125 service list; filed by Lisa F. Rackner.
10/18/2001Date: Action:

MOTION
Qwest's and TRACER's Joint Motion to Modify Order Nos. 00-190 and 00-191; filed by Lawrence Reichman and
Lisa Rackner.  (SEE UC 570.)

10/12/2001Date: Action:

BRIEF
Qwest's and TRACER's Joint Explanatory Brief in Support of Voluntary Settlement and in Support of Joint Motion
to Modify Order Nos. 00-190 and 00-191 and Exhibit A; filed by Lawrence Reichman and Lisa Rackner.  (SEE UT
80 and UC 570.)

10/12/2001Date: Action:

MOTION
Qwest's and TRACER's Joint Motion for Approval of Settlement; filed by Lawrence Reichman and Lisa Rackner. 
(SEE UC 570.)

10/12/2001Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Worldcom's request to replace Ann Hopfenbeck on Service List with Michel Singer-Nelson and advising that
Worldcom's suite number has changed from #3600 to #4200.

9/17/2001Date: Action:
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ORDER
Order No. 01-810 signed by Chairman Roy Hemmingway, Commissioner Joan H. Smith, and Commissioner Lee
Beyer:  DISPOSITION:  RATES APPROVED.

Copies served 9/17/01.

9/14/2001 01-810Date: Action:

OTHER FILING/PLEADING
The Northwest Payphone Association's Notice of Supplemental Authority (with attached order) filed by Brooks E.
Harlow.

9/6/2001Date: Action:

OTHER FILING/PLEADING
AT&Ts Signatory Page To Protective Order No. 96-045 on behalf of Eileen Benner, filed by Janet Browne.
7/26/2001Date: Action:

BRIEF
Advanced Telecom, Inc's. errata to their Opening Post-Hearing Brief regarding rate design issues; filed by Maria
Carrasco.

7/20/2001Date: Action:

BRIEF
Northwest Payphone Association's Reply Brief; filed by David L. Rice dated 7/13/01.
7/17/2001Date: Action:

BRIEF
AARP's Reply Brief; filed by Robert F. Manifold.
7/16/2001Date: Action:

BRIEF
Northwest Payphone Association's Reply Brief [confidential information located in locked cabinet env. #96(42)];
filed by David L. Rice.

7/16/2001Date: Action:

BRIEF
Staff's Reply Brief; filed by Jason W. Jones.
7/16/2001Date: Action:

BRIEF
Qwest's Corporation's Post-Hearing Reply Brief with confidential information in locked cabinet env. #96(39); filed
by Lawrence Reichman.

7/16/2001Date: Action:

BRIEF
AT&T and Pacific Northwest, Inc.'s Joint Brief; faxed by Traci A. Kirkpatrick.  Hard copy rec'd 7/17/01 [with
confidential information in locked cabinet env. #96(40)].

7/16/2001Date: Action:

BRIEF
Advanced Telecom, Inc.'s Reply Brief [confidential information to locked cabinet env. #96(41)]; filed by Richard J.
Busch.

7/16/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley Ruling admitting Ann E. Hopfenbeck of WorldCom, Inc., pro hac vice.

Copies served 7/10/01.

7/10/2001Date: Action:

MOTION
WorldCom, Inc.'s Motion to Admit counsel Pro Hac Vice together with Affidavit of Ann E. Hopfenbeck in Support of
Motion to Admit counsel Pro Hac Vice; FAXED by Donna Locke on behalf of Lisa Rackner.

Hard copy rec'd. 7/3/01.

7/2/2001Date: Action:

BRIEF
AARP's Post Hearing Brief; filed  by Robert Manifold.
7/2/2001Date: Action:

BRIEF
Northwest Payphone Associatoin's Opening Brief together with three confidential exhibits: Info. for Post-Hrg Brief,
NWPA/3/Wood, and NWPA/4/Wood; confidential materials in locked cabinet in envelope #96(35); filed by Richard
Busch.

6/29/2001Date: Action:

BRIEF
ADVANCED TELCOM INC Advanced Telcom Goup, Inc.'s Opening Post-hearing Brief re: Rate Design Issues,
together with confidential exhibit of Info. for Post-Hearing Brief; Confidential material in locked cabinet in envelope
#96(36); filed by Richard Busch.

6/29/2001Date: Action:
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BRIEF
AT&T COMMUNICATIONS OF THE PACIFIC NORTHWEST INC 's and WORLDCOM's Joint Opening Brief
together with Exhibit A; Confidential materials in envelope #96(38) in locked cabinet; FAXED by Mark Trinchero.

6/29/2001Date: Action:

BRIEF
QWEST CORPORATION 's Post-Hearing Opening Brief together with Exhibits A - I; Confidential Exhibit A in
envelope #96(37) in locked cabinet; filed by Lawrence Reichman.

6/29/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum asking Ms. Hopfenbeck to submit her pro  hac vice motion at her earliest
convenience.

Copies served 6/28/01.

6/28/2001Date: Action:

BRIEF
Staff's Opening Brief (Phase II). Filed by Jason Jones.
6/28/2001Date: Action:

TESTIMONY & EXHIBITS
QWEST's replacement exhibits introduced at hearing:  Qwest/232, 235, 236, and 237; [confidential--stored in
locked cabinet, env. #96(34)]. Filed by Lawrence Reichman (dated 6/18/01).

6/19/2001Date: Action:

OTHER FILING/PLEADING
Advanced TelCom, Inc.'s signatory page for Brooks E. Harlow; filed by Brooks E. Harlow.
6/18/2001Date: Action:

OTHER FILING/PLEADING
Advanced TelCom, Inc.'s signatory page for Richard J. Busch; filed by Richard J. Busch.
6/15/2001Date: Action:

TRANSCRIPT
Transcripts of 5/29-6/1 hearings (Volumes I-V-, 793 pages); confidential portion under separate seal (pps. 51, 102,
191, 193, 194, 663, 673-675, 679-681, 711-174, 726, 752-754, and 763) locked in cabinet, env. #96(33); filed by
Sue Price. 

6/14/2001Date: Action:

OTHER FILING/PLEADING
Advanced TelCom, Inc.'s signatory page for Terry Berman; filed by Richard J. Busch.
6/14/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling Granting Northwest Payphone Association's Motion to Admit Counsel, Brooks E. Harlow, pro
hac vice.
Copies served 6/11/01.

6/11/2001Date: Action:

OTHER FILING/PLEADING
Qwest's replacement exhibits (filed improperly) for exhibits introduced at the hearing that contain confidential
information (Qwest/232, Qwest 235, Qwest 236, and Qwest/237; confidential material envelope #96/34; filed by
Lawrence Reichman.  (Replacement exhibits filed under seal as required rec'd 6/19/01.)

6/11/2001Date: Action:

MOTION
Northwest Payphone Association's Motion to Admit Counsel Pro Hac Vice of Brooks E. Harlow and Affidavit of
Brooks E. Harlow; filed by Richard J. Busch.

6/8/2001Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Correspondence (email) from Garth Morrisette, Eschelon Telecom, Inc., asking to be put on service list; emailed
by Kathy Williams.

6/6/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum with a list of exhibits received at the 5/31-6/1 hearing asking parties to check for
completeness and accuracy; opening briefs are due 6/20 (in hand) and reply briefs are due 7/16 (in hand).

Copies served 6/5/01.

6/5/2001Date: Action:
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TESTIMONY & EXHIBITS
Exhibit List from 5/29/02 - 6/1/ 02 hearing for exhibits admitted into evidence or of which official notice was taken
(many of the documents listed below were prefiled and will be found in other parts of the record).

v = Admitted

vQwest 201     Teitzel direct testimony
vQwest 202     (Teitzel) Basic Exchange Pricing Summary                                   (Residence)(Confidential)
vQwest 203     (Teitzel) Basic Exchange Pricing Summary                                          (business) (Confidential)
vQwest 204     (Teitzel) Extended Area Service (Confidential)
vQwest 205             (Teitzel) Centrex Plus Services (Confidential)
vQwest 206     (Teitzel) Vertical Features/services (Confidential)
vQwest 207     (Teitzel) Listing Services (Confidential)
vQwest 208     (Teitzel) Intralata Long Distance Services                (Confidential)(Replaced)
vQwest 209     McIntyre Direct Testimony
vQwest 210      (McIntyre) Private Line Diagram
vQwest 211     (McIntyre) Oregon Analog Private Line Proposal                (Confidential)
vQwest 212     (McIntyre) Oregon Digital Data Proposal                     (Confidential)
vQwest 213     (McIntyre) DS1 Service Proposal (Confidential)
vQwest 214     (McIntyre) Switched Access Network Diagram
vQwest 215     (McIntyre) Current Switched Access Price                Structure
vQwest 216     (McIntyre) Proposed Switched Access Price                Structure
vQwest 217     (McIntyre) Oregon Switched Access Proposal                (Confidential) 
vQwest 218     Brigham Direct Testimony
vQwest 219     (Brigham) Summary of Selected Rate Design                Proposals (Confidential) 
vQwest 220     (Brigham) Deaveraged Loop Zones Qwest-Oregon
vQwest 221     (Brigham) Oregon Residence Access Line NRC                Study (Confidential)
vQwest 222     Teitzel Rebuttal Testimony
vQwest 223     (Teitzel) Verizon responses to Qwest data requests
vQwest 224     (Teitzel) Staff response to Qwest data request 11
vQwest 225     (Teitzel) Metronet v. Qwest, granting Qwest's                motion for summary judgment
(USDC WD Seattle)                Case C00-0013C
vQwest 226     Banerjee Rebuttal Testimony
vQwest 227     (Banerjee) Qualifications
vQwest 228     Bailey Rebuttal Testimony
vQwest 229     McIntyre Rebuttal Testimony
vQwest 230     Brigham Rebuttal Testimony
vQwest 231     (Brigham) New Mexico Proceedings transcript
vQwest 232     WorldCom's supplemental responses to Qwest's                second set of data
requests; confidential
vQwest 233     Draft UT 85 toll, access, and custom calling rates
vQwest 234     Armando Levy article, "Semi Parametric                     Estimates"
vQwest 235     WorldCom response to first set of data requests                and confidential attachments
vQwest 236     WorldCom response to third set of data requests                and confidential
attachments
vQwest 237     WorldCom response to supplemental third set of                data requests and
confidential attachments
vQwest 238     Amendments to HB 2659, updates AT&T 10
vQwest 239     Data request response 01-003 (NWPA) [date to                be provided]
vQwest 240     Data request response 03-033 (NWPA)
vQwest 241     Data request response 03-032 (NWPA)

vStaff/1          Ball Direct Testimony
vStaff/2          (Ball) Qualifications; Recommended Rate Spread                by Service; By Customer
Class; Comparison of                Qwest and Staff Rate Spread by Major Service
     Category
vStaff/3          Van Landuyt Direct Testimony

5/29/2001Date: Action:
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vStaff/4          (Van Landuyt) Qualifications; Switched Access                Service 
vStaff/5          (Van Landuyt) Switched Access Rate Design                (Confidential)
vStaff/6          (Van Landuyt) Private Line Service
vStaff/7          (Van Landuyt) Private Line Rate Design                     (Confidential)
vStaff/8          Turner Direct Testimony
vStaff/9          (Turner) Qualifications; Message Toll Service                Rates Exhibits (tables; FCC
Study
vStaff/10          (Turner) Toll Revenue and Demand Analysis                (Confidential)
vStaff/11          (Turner) Access Imputation Analysis (Confidential)
vStaff/12          (Turner) Price Elasticity Study (Confidential)
vStaff/13          Sloan Direct Testimony (Features; listings; Centrex                Plus; Centrex
21)
vStaff/14     (Sloan)      Nonconfidential exhibits in support of direct, pp.                1-12
vStaff/15          (Sloan) Pages 2-12, exhibits to Sloan testimony                issues (Confidential)
vStaff/16          Stanage Direct Testimony (EAS; Advanced                services, business and
residential local exchange                access; residential NRC) 
vStaff/17          (Stanage) Qualifications
vStaff/18          (Stanage) Non confidential exhibits in support of                direct, pp. 1-8
vStaff/19          (Stanage) Exhibits in support of direct                     (Confidential)
vStaff/20          Turner Rebuttal Testimony
vStaff/21          (Turner) Status Report in UM 962 Wholesale                Discounts
vStaff 22          2 pp. CALLS analysis

vAARP/1          Cameron Direct Testimony
vAARP/2      (Cameron) Qualifications
vAARP/3          Cameron Rebuttal Testimony

vATG/1          Cornell Direct Testimony
vATG/2          (Cornell) Qualifications
vATG/3           Data request response 03-019
vATG/5          July 10, 1997 memo Centrex Prime Pricing           documents from C00-0013C
(Confidential)
vATG/6          C00-0013C Deposition of Hruska
vATG/7          Centrex Prime issues p. 14 (Confidential)
vATG/8          June 30, 1993 memo from Tedd Bell (Confidential)
vATG/9          June 30, 1993 memo from J. Hemachandra           (Confidential)
vATG/10          WUTC order 4/11/96, 950200, rejecting tariff           revision
vATG/11          Data request response 02-014
vATG/12          Data request response 02-004S1

vAT&T/1          Starr Direct Testimony
vAT&T/1          Starr Direct Testimony (Confidential)
vAT&T/2          (Starr) Response to Data Request 003
vAT&T/3          (Starr) Comparison of Qwest intrastate rates to FCC           interstate rates
vAT&T/4          (Starr) Response to Data Request 006, 007
vAT&T/5          (Starr) Response to Data Request 002
vAT&T/6          (Starr) Response to Data Request 001
vAT&T/7          (Starr) Qwest proposed Oregon intrastate rates, %           markup over UM 844
price floors
vAT&T/8          (Starr) Present Market Structure
vAT&T/9          Response to data request 02-025
vAT&T/10     DRAFT proposed amendments to HB 2659 (limited           purpose)
vAT&T/11     Data request response 04-026 and confidential           attachment
vAT&T/12     Data request response 04-027 and confidential           attachment
vAT&T/13     Data request response 04-028 
vAT&T/14     Data request response 04-037; Rappaport/Taylor           article
vAT&T/15     Qwest's Form 10Q
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vAT&T/16     Data request response 04-040

vAT-W/1          Selwyn Direct Testimony
vAT-W/1          Selwyn Direct Testimony (Confidential)
vAT-W/2          (Selwyn) Qualifications
vAT-W/3          (Selwyn) Percent Change in California Residence           and Business MTS
Rates
vAT-W/4          (Selwyn) Percent Change in Residence MTS per           Qwest's Proposal
vAT-W/5          (Selwyn) Revised Toll Imputation Calculation           (Confidential)

vNWPA/1     Wood Direct Testimony (non confidential version)           pp. 1-41
vNWPA/1     Wood Direct Testimony (Confidential)
vNWPA/2     (Wood) Qualifications
vNWPA/3     (Wood) Proposed PAL Rates (Confidential)
vNWPA/4     (Wood) Alternative Proposed PAL Rates           (Confidential)
vNWPA/5     Data request response 03-009
vNWPA/6     Data request response 03-011
vNWPA/7     Data request response 04-039
vNWPA/8     Data request response 04-037
vNWPA/9     Data request response 04-040
vNWPA/10     Data request response 05-053
vNWPA/11     Data request response 05-050
vNWPA/12     Data request response 03-035
vNWPA/13     Data request response 03-021 and confidential           attachment
vNWPA/14     Data request response 03-030
vNWPA/15     Data request response 04-036

vWorldCom/1     DiTirro Direct Testimony
vWorldCom/2     Selwyn Colorado testimony
vWorldCom/4     Qwest response to data request #22;           supplemental response to request 011S1 and
     confidential attachments D, E, F; confidential           attachment A-01-011

Official Notice:     Order No. 94-160 (UX 16)
          Order No. 00-003 (UX 21)
          Order No. 97-239 (UM 844)
          Order No. 98-388 (UT 141)
          UM 731 Transcript pages 493, 534-541 (to be                supplied by requesting party)
          Karen Stewart Affidavit from UC 335
          Order No. 98-372 (UC 335)
          Document filed with Commission by ATG in UM                962 12/2000

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling regarding evidentiary objections to testimony by expert witnesses.
Copies sent via fax and mail on 5/25/01.

5/25/2001Date: Action:

OTHER FILING/PLEADING
ATG and NWPA's Response to Qwest's Objections (includes fax from Qwest to Miller Nash LLP of 5/22l); faxed by
Brooks E. Harlow.  Hard copy rec'd 5/25/01.

5/25/2001Date: Action:

OTHER FILING/PLEADING
Qwests Correspondence Regarding scheduling for 5/29-6/1 hearing, faxed by Lawrence Reichman.  Hard copy
rec'd 5/24/01.

5/23/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum regarding witness schedule for 5/29-6/1 hearings.
5/23/2001Date: Action:
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LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum Regarding scheduling of witnesses for the 5/29-6/1 hearing (witness scheduled
attached) and addressing Qwest objections; ATG and NWPA have until 10 am on 5/25 to respond to Qwest's
objections.
Copies faxed and mailed 5/22/01.

5/22/2001Date: Action:

OTHER FILING/PLEADING
Staff's response to ALJ Crowley's Memorandum for witness cross-examination at the 5/29-6-1 hearing; filed by
Michael Weirich.

5/21/2001Date: Action:

OTHER FILING/PLEADING
Northwest Payphone Association and Advanced Telecom Group's response to Ruth Crowley's memorandum
regarding scheduling of witnesses for the 5/29-6/1 hearing; faxed by Brooks Harlow.  Hard copy rec'd 5/23/01.

5/21/2001Date: Action:

OTHER FILING/PLEADING
Qwest's Correspondence regarding error in Rebuttal Testimony of Aniruddha Banerjee (including replacement
page); filed by Lawrence Reichman.

5/21/2001Date: Action:

OTHER FILING/PLEADING
Qwest's letter regarding estimates of cross-examination and objections to prefiled testimony; faxed by Lawrence
Reichman.  Hard copy rec'd 5/22/01.

5/21/2001Date: Action:

OTHER FILING/PLEADING
AT&T's Letter regarding scheduling of cross-examination witnesses at 5/29-6/1 hearing; faxed by Mark P.
Trinchero.  Hard copy rec'd 5/22/01.

5/21/2001Date: Action:

OTHER FILING/PLEADING
Worldcom's Estimates of Cross-Examination for 5/29-6/1 hearing; faxed by John J. Conners.
5/21/2001Date: Action:

OTHER FILING/PLEADING
AARP's correspondence regarding witness scheduling for May 29 - June 1 hearing; filed by Robert F. Manifold.
5/18/2001Date: Action:

OTHER FILING/PLEADING
Qwest's Response to ALJ Crowley's 5/2/01 Memorandum regarding scheduling witnesses for upcoming hearing;
filed by Lawrence Reichman.  Hard copy rec'd 5/16/01.

5/15/2001Date: Action:

HEARING
HEARING scheduled 5/29/2001 1:00 PM begin, 6/1/2001 end.
City:  SALEM OR
Room:  LARGE HEARING ROOM  Building:  AGRICULTURE BLDG
Address:  635 CAPITOL ST NE
Reporter:  PRICE
Law Judge:  CROWLEY, RUTH

Notice of Hearing mailed on 5/14/01.

5/14/2001Date: Action:

OTHER FILING/PLEADING
Northwest Payphone's Correspondence regarding witness scheduling for 5/29/01 hearing; filed by Brooks Harlow.
5/14/2001Date: Action:

OTHER FILING/PLEADING
Worldcom's Correspondence requesting that Witness Tony Di Tirro is available to testify only on 5/31/01 filed by
Lisa F. Rackner.

5/11/2001Date: Action:

OTHER FILING/PLEADING
Qwest's Signatory Page to Protective Order 96-045 for Aniruddha Banerjee, faxed by Jay P. Nusbaum.  Hard copy
rec'd 5/9/01.

5/8/2001Date: Action:

OTHER FILING/PLEADING
ARPP's Correspondence stating that the two designated persons who should remain on the service list are
Pamela Cameron and Robert F. Manifold; filed by Robert F. Manifold.

5/7/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Clarification regarding her 5/1/01 ruling.  Copies mailed and faxed to parties on 5/3/01.
5/3/2001Date: Action:

TESTIMONY & EXHIBITS
AARP's prefiled Rebuttal Testimony of Pamela Cameron, filed by Robert F. Manifold.
5/3/2001Date: Action:
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TESTIMONY & EXHIBITS
Staff Testimony of Thomas A. Turner.
5/3/2001Date: Action:

TESTIMONY & EXHIBITS
Qwest's prefiled Rebuttal Testimony of David L.Teitzel (Qwest/222), Aniruddha Banerjee (Qwest/226), Kenneth C.
Bailey (Qwest/228), Scott A. McIntyre (Qwest/229), and Robert H. Brigham (Qwest/230); filed by Lawrence
Reichman.

5/3/2001Date: Action:

OTHER FILING/PLEADING
Qwest's Letter seeking clarification on ALJ Crowley's 5/1/01 Ruling; faxed by Lawrence Reichman.  Hard copy
rec'd 5/3/01.

5/2/2001Date: Action:

OTHER FILING/PLEADING
AT&T's response to ALJ Crowley's 5/20/01 Memorandum stating it would like Rebecca DeCook and Mark
Trinchero to remain on service list; faxed by Janet Browne.  Hard copy rec'd 5/3/01.

5/2/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum reinstating Commission rule that limits to two the sets of documents any one party
must be served. 

Copies mailed and faxed 5/2/01.

5/2/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Scheduling Memorandum:

Rebuttal Testimony due 5/3/01, although there is a chance that Qwest will submit supplemental rebuttal testimony
on 5/10/01.

List of Issues and Cross-Examination Witnesses due 5/21/01.

Evidentiary objections to prefiled testimony due 5/21/01 (in hand date).

5/2/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Ruling issuing an expedited time frame for AT&T to file responses to:

Data Requests 1 and 2  "as expeditiously as possible";  if AT&T fails to provide a response in time for Qwest to
use it in its rebuttal testimony due May 3, Qwest may submit supplemental rebuttal testimony on this issue 3
business days after receipt of the response; cutoff date for supplemental testimony on this issue is 5/10/01

Date Request 3 -- "as expeditiously as possible";  if AT&T fails to provide a response in time for Qwest to use it in
its rebuttal testimony, the time frame and conditions set out for Data Requests 1 and 2 shall apply.

Data Request 5 -- AT&T shall respond.

Date Requests 4 and 6 -- Qwest's Motion to Compel is denied.

Copies mailed and faxed 5/1/01.

5/1/2001Date: Action:

OTHER FILING/PLEADING
AT&T's Letter responding to Qwests 4/19/01 filing; faxed by March Trinchero.  Hard copy rec'd 5/2/01.
5/1/2001Date: Action:

OTHER FILING/PLEADING
QWEST Corportation's Reply in Support of its Motion to Compel AT&T to Respond to Data Requests or,
Alternatively, to Strike AT&T's Testimony and seeking expedited consideration; faxed by Lawrence Reichman. 
Hard copy rec'd 5/1/01.

4/30/2001Date: Action:

OTHER FILING/PLEADING
AT&T's Reply to Qwest's Motion to Compel; faxed by Mark P. Trinchero.  Hard copy rec'd 4/27/01.
4/26/2001Date: Action:
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TESTIMONY & EXHIBITS
AT&T's and WorldCom's prefiled Direct Testimony of Arleen M. Starr (AT&T/1); confidential version in locked
envelope #96/32;             (replaces 4/10/01 filing, which was filed on the wrong colored paper), filed by Mark P.
Trinchero.

4/19/2001Date: Action:

MOTION
Qwest Corporation's Motion to Compel AT&T to Respond to Data Requests or, Alternatively, to Strike AT&T's
Testimony (Expedited Consideration Requested); faxed by Jay P. Nusbaum.  Hard copy rec'd 4/20/01

4/19/2001Date: Action:

TESTIMONY & EXHIBITS
Staff's nonconfidential exhibit (Staff /14) inadvertently omitted from its testimony of 4/10/02; filed by David Booth.
4/13/2001Date: Action:

TESTIMONY & EXHIBITS
MCIWorldCom's late-filed prefiled Direct Testimony of Anthony J. Ditirro, filed by John Connors (cover letter dated
4/10/01).

4/11/2001Date: Action:

TESTIMONY & EXHIBITS
Advanced TelCom Group, Inc.'s duplicate Testimony of Nina Cornell (originally filed of 4/10/01) with an amended
service list, filed by David L. Rice.

4/11/2001Date: Action:

TESTIMONY & EXHIBITS
Northwest Payphone Association's prefiled Direct Testimony of Don J. Wood, including (confidential materials in
locked envelope #96/31:
(NWPA/1) (contains confidential material)
(NWPA/2)
NWPA/3 (confidential )
NWPA/4 (confidential)

Filed by David L. Rice.

4/11/2001Date: Action:

TESTIMONY & EXHIBITS
Northwest Payphone Association's Direct Testimony of Don Wood (testimony was discarded because confidential
information it was not filed properly; David L. Rice advised he was sending corrected version) and testimony of
Nina Cornell; filed by David L. Rice.

4/10/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum Reminding parties that all filings made electronically must also be filed  in hard copy
with the Commission.

Copies faxed and served on 4/10/01.

4/10/2001Date: Action:

TESTIMONY & EXHIBITS
Advanced TelCom Group, Inc.'s prefiled Testimony (ATG/1) and Biography (ATG/2) of Nina W. Cornell, filed by
David L. Rice.

4/10/2001Date: Action:

TESTIMONY & EXHIBITS
AT&T's and WorldCom's prefiled Direct Testimony (confidential version in locked cabinet envelope #96(30) of:
Lee L. Selwyn (AT&T-WCOM/1
Lee L. Selwyn (AT&T-WCOM/2
Lee L. Selwyn (AT&T-WCOM/3
Lee L. Selwyn (AT&T-WCOM/4 (Confidential)
AT&T's prefiled Direct Testimony of Arleen M. Starr (AT&T/1) (proprietary version submitted on white paper,
non-proprietary version submitted on yellow -- testimony discarded to be refiled properly).  Filed by Mark P.
Trinchero.

4/10/2001Date: Action:

TESTIMONY & EXHIBITS
AARP's Direct Testimony (AARP/1) and Exhibit (AARP/2) of Pamela J. Cameron, filed by Robert F. Manifold.
4/9/2001Date: Action:
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TESTIMONY & EXHIBITS
Staff Prefiled Testimony  (Confidential Version, in envelope #96/29) containing confidential exhibits:  Lance L. Ball,
Staff/1
Lance L. Ball, Staff/2
Cynthia Vanlanduyt, Staff/3
Cynthia Vanlanduyt, Staff/4
Cynthia Vanlanduyt, Staff/5
Cynthia Vanlanduyt, Staff/6
Cynthia Vanlanduyt, Staff/7 (Confidential)
Thomas A. Turner, Staff/8
Thomas A. Turner, Staff/9
Thomas A. Turner, Staff/10
Thomas A. Turner, Staff/11
Thomas A. Turner, Staff/12 (Confidential)
David L. Sloan, Staff/13
David L. Sloan, Staff/14
David L. Sloan, Staff/15 (Confidential)
James R. Stanage, Staff/16
James R. Stanage, Staff/17
James R. Stanage, Staff/18
James R. Stanage, Staff/19 (Confidential)

Filed by Mike Weirich.

4/9/2001Date: Action:

OTHER FILING/PLEADING
AT&T Signatory pages to Protective Order Order 96-045 for Sarah C. Bosley, Anne M. DePree, and Jilliam P.
Jewett on behalf of AT&T; filed by Janet Browne.

4/6/2001Date: Action:

TESTIMONY & EXHIBITS
TRACER'S Testimony of Fred. H. Peterson, emailed by TRACER to Tom Harris in Utility around 1/15/00 (who
provided AHD with a copy).

4/2/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum adding Michael E. Daughtry, UNICOM, and Dean Randall, Verizon, to service list.

Copies served 3/30/01.

3/30/2001Date: Action:

OTHER FILING/PLEADING
Signatory page related to protective order No. 96-045 executed by Bill Levis, Susan Travis, and John Connors, on
behalf of WorldCom, Inc., filed by John Connors.  (Cover letter also says Ann E. Hopfenbeck, but she did not sign
this page; she signed one previously, however.)

3/30/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum/Rulilng Granting Integra's Petition to Intervene and attaching a updated service list.

Copies served 3/29/01.

3/29/2001Date: Action:

OTHER FILING/PLEADING
The Northwest Payphone Association's request to have Brooks Harlow , Richard Busch, David Rice, and Chuck
Truman on UT 125 Phase II service list, and Advanced TelCom, Inc.,s request to have Brooks Harlow , Richard
Busch, David Rice, and Kath Thomas on service list for UT 125, Phase II, filed by David L. Rice.  (Parties are
limiting to placing two persons only on service lists.)

3/27/2001Date: Action:

OTHER FILING/PLEADING
Advanced TelCom Group, Inc.'s request to have Brooks Harlow and Kath Thomas on service list for UT 125,
Phase II, filed by David L. Rice.

3/27/2001Date: Action:

OTHER FILING/PLEADING
AT&T's Request to include Rebecca DeCook and Laurene Wilson on UT 125, Phase II, service list, faxed by Janet
Browne.  Hard copy rec'd 3/30/01.

3/26/2001Date: Action:
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PETITION TO INTERVENE
Integra's Petition to Intervene and signed signatory page to Protective Order 96-045, filed by Karen J. Johnson.
3/26/2001Date: Action:

OTHER FILING/PLEADING
AARP's Request to have Pamela Cameron, John Glascock, Robert F. Manifold, Coralette Marshall, and Lois
Smith remain on UT 125 Service List, faxed by Robert F. Manifold.  Hard copy rec'd 3/27/01.

3/23/2001Date: Action:

OTHER FILING/PLEADING
TRACER'S request to include Lisa Rackner on UT 125, Phase II, service list, filed by Lisa F. Rackner.  Hard copy
rec'd 3/27/01.

3/23/2001Date: Action:

OTHER FILING/PLEADING
WorldCom, Inc.'s request to  have Ann E. Hopfenbeck and Lisa F. Rackner on UT 125, Phase II, service list, filed
by Lisa F. Rackner.

3/23/2001Date: Action:

OTHER FILING/PLEADING
Rhythms Links Inc.'s request to have Douglas H. Hsiao and Lisa F. Rackner on UT 125, Phase II, service list, filed
by Lisa F. Rackner.

3/23/2001Date: Action:

OTHER FILING/PLEADING
Worldcom Inc's Request for Ann E. Hopfenbeck to be included on UT 125 Phase II service list, filed by John
Connors.

3/21/2001Date: Action:

OTHER FILING/PLEADING
AT&T's request to remain on Service List for Phase II, faxed by Mark Trinchero.  Hard copy rec'd 3/21/01.
3/20/2001Date: Action:

OTHER FILING/PLEADING
QWEST CORPORATION's modified portion of Attachment B of Advice No. 1849, Confidential UT 125 Rate
Design (Modified 3-16-01) stored in locked cabinet env. #96(28). Filed by Lawrence Reichman.

3/19/2001Date: Action:

OTHER FILING/PLEADING
Qwest's Request to be included on UT 125 Service List, filed by Lawrence Reichman.
3/19/2001Date: Action:

OTHER FILING/PLEADING
Staff Correspondence stating issues that were decided at 3/8&9/01 settlement conference for this phases of the
docket, filed by Jason Jones.

3/14/2001Date: Action:

OTHER FILING/PLEADING
DOJ correspondence asking to include Michael Weirich and Jason Jones on service list, faxed by Neoma Lane. 
Hard copy rec'd 3/15/01.

3/14/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum asking parties to respond no later than March 27, 2001, as to whether they wish to
remain on the service list.

Copies served 3/13/01.

3/13/2001Date: Action:

OTHER FILING/PLEADING
Signatory page related to protective order No. 96-045 executed by Jeffrey Bissonnette, on behalf of Citizens' Utility
Board of Oregon, filed by Lawrence Reichman..

3/13/2001Date: Action:

OTHER FILING/PLEADING
Davis Wright Tremaine's Notice of Withdrawal and Substitution of Counsel for Advanced Telecom, Inc. and
Appearance (Mark Trinchero, R. Dale Dixon, Davis Wright Tremaine LLP withdraw; Brooks E. Harlow, Richard J.
Busch, Miller Nash LLP substituted);  faxed by Mark P. Trinchero and R. Dale Dixon.  Hard copy rec'd 3/14/01.

3/13/2001Date: Action:

OTHER FILING/PLEADING
Signatory page related to protective order No. 96-045 executed by Nina W. Cornell, on behalf of Advanced
Telecom, Inc.; faxed by Brooks E. Harlow  (Faxed to Utiltiy; Hand-delivered to AHD).  Hard copy rec'd 3/14/01.

3/13/2001Date: Action:

OTHER FILING/PLEADING
Signatory page related to protective order No. 96-045 executed by Pamela Cameron, Marvin H. Kahn, and Chase
Kappel, on behalf of Exeter Associates, filed by Robert F. Manifold. 

3/9/2001Date: Action:

20 of 49



Summary Report Printed: 9/25/2009

UT 125 U S WEST COMMUNICATIONS INC

Oregon Public Utility Commission

OTHER FILING/PLEADING
Signatory page related to protective order No. 96-045 executed by Karen J. Johnson, on behalf of INTEGRA
TELECOM OF OREGON INC. (Hand-delivered to AHD).

3/8/2001Date: Action:

OTHER FILING/PLEADING
Signatory page related to protective order No. 96-045 executed by Kathryn L. Thomas, on behalf of Advanced
TelcCom Group, Inc., faxed by Mark P. Trinchero.  Hard copy rec'd 3/9/01.

3/8/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling revising schedule; settlement conference has been rescheduled for March 8 and 9.
3/6/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling Granting Advanced Telecom's Petition to Intervene.
3/5/2001Date: Action:

OTHER FILING/PLEADING
AT&T Signatory pages to Protective Order Order 96-045 for Laura Imeson, Rebecca D, DeCook, Arleen Starr, and
Janet Browne on behalf of AT&T; faxed by Janet Browne.

3/5/2001Date: Action:

MOTION
Qwest's Motion to Revise Schedule, faxed by Lawrence Reichman.  Hard copy rec'd 3/6/01.
3/5/2001Date: Action:

OTHER FILING/PLEADING
Advanced TelCom, Inc.'s Petition for Late Intervention, faxed by R. Dale Dixon, Jr.  Hard copy rec'd 3/2/01.
3/1/2001Date: Action:

OTHER FILING/PLEADING
Letter to parties of UT 125 - phase II rate design regarding notice of settlement conference scheduled March 7-9,
2001, beginning at 9:00 a.m., Main Hearing Rm. - 1st flr, OPUC Bldg, w/supporting exhibit 1/Comparison of Rate
Spread Between Qwest Communications and Staff by Major Service Category. Filed by Dave Booth.

3/1/2001Date: Action:

OTHER FILING/PLEADING
Northwest Payphone Association's  Signatory Page To Protective Order 96-045 Executed By Don Wood, Faxed
By David L. Rice.  Hard copy rec'd 2/26/01.

2/26/2001Date: Action:

OTHER FILING/PLEADING
TRACER's Signatory Page To Protective Order 96-045 Executed By Fred H. Peterson, Faxed By Donna L. Locke.
Hard copy rec'd 2/26/01.

2/23/2001Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum Denoting how testimony and exhibits should be number in this phase of the case.

Copies served 2/21/01.

2/21/2001Date: Action:

OTHER FILING/PLEADING
Staff's settlement proposal for resolution of rate spread and rate design issues in UT 125 w/Exhibit Nos.
1/Summary Rate Spread, 2/Switched Access, 3/Private Line, 4/Toll Services, 5/Features and Other, and
6/Exchange Rate Design. [Confidential versions of Exhibit Nos. 1-6 located in locked cabinet env. # 96(27)]. Filed
by Lance L. Ball.

2/16/2001Date: Action:

OTHER FILING/PLEADING
Signatory pages related to protective order No. 96-045 executed by Anthony J. DiTirro, on behalf of WORLDCOM,
INC.  Faxed by John Connors.  Hard copy rec'd 2/14/01.

2/12/2001Date: Action:

ORDER
Order No. 01-150 signed by Commissioners Ron Eachus, Roger Hamilton, and Joan H. Smith: DISPOSITION: 
Disbursal of Residual Refund Stayed:

IT IS ORDERED that the disbursal of the residual refund ordered in UT 125, Order No. 00-190, is stayed until
resolution of the complaint filed in UC 570.

2/2/2001 01-150Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Request to have name removed from service list. Filed by Kristin Pintarich.
1/9/2001Date: Action:
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LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling taking the following actions:  (1) Granting TRACER's Motion for Stay of disbursal of the
residual refund ordered by the Commission in Order No. 00-190; (2) Granting Staff Petition to Intervene,
contingent on Staff's participation not burdening the record, unreasonably broadening the issues, or unreasonably
delaying the procedure; and (3) stating that all filings relating to TRACER's complaint and to TRACER's Motion for
Stay will be treated as part of UT 570 rather than as part of UT 125 and persons wishing to remain informed about
the TRACER complaint should inform support staff that they are interested persons in UC 570.

Copies served 1/3/01 on UC 570 and UT 125.

1/3/2001Date: Action:

OTHER FILING/PLEADING
Qwest Corporation's Motion for Extension of Time to Answer Complaint, Expedited Consideration Requested (See
UC 570); faxed by Lawrence Reichman.

Hard Copy received 1/3/01.

1/2/2001Date: Action:

OTHER FILING/PLEADING
Qwest Corporation's Response to Tracer's Motion to Stay Disbursement of Residual Refund (See UC 570), faxed
by Lawrence H. Reichman.

Hard copy rec'd 1/2/01.

12/29/2000Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Eleanor K. Barrow is requesting to be added to the service list as an interested person.filed by lbarron.
12/29/2000Date: Action:

OTHER FILING/PLEADING
Staff's Response to Tracer's Motion for Stay pending resolution of TRACER's Complaint against QWEST(See UC
570), filed by Michael T. Weirich, rec'd 12/26/00 

12/26/2000Date: Action:

MOTION
Tracer's Motion to Stay Disbursement of Residual Refund pending resolution of TRACER's Complaint against
QWEST (See UC 570), filed by Lisa F. Rackner.

12/15/2000Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling Granting Qwest an extension of time within which to announce tariff changes pursuant to
OAR 860-022-0017 from 11/30/00 to 12/30/00; Qwest represents that Commission Staff does not oppose its
request.

Copies served 11/29/00.

11/29/2000Date: Action:

MOTION
QWEST CORPORATION's Motion for Extension of Customer Notification (from 11/30/00 to 12/30/00). Faxed by
Lawrence Reichman.  Hard copy received 11/29/00.

11/28/2000Date: Action:

BRIEF
QWEST CORPORATION's Trial Brief with Exhibit A/figures based upon Commission Order Nos. 00-190, 00-191.
Filed by Lawrence Reichman.

11/16/2000Date: Action:
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TESTIMONY & EXHIBITS
QWEST CORPORATION's

Qwest/201/Direct Testimony of David L.Teitzel for Qwest Corporation.
Confidental materials in envelope #96(24) in locked cabinet.
Qwest/202/Bacis Exchange Pricing Summary (Residence)/pg.1-2; Qwest/203/Basic Exchange Pricing Summary
(Business)/pg.1-11; Qwest/204/Extended Area Service/pg1-2; 
Qwest/205/Oregon UT 125 Pricing Adjustments Centrex Plus Services; 
Qwest/206/Vertical Features/Services Pricing Summary/pg1-9; Qwest/207/Listing Services;
Qwest/208/Intralata Long Distance Services Pricing Summary/pg1-2.

Qwest/209 Direct testimony of Scott A. McIntyre for Qwest Corporation/pg1-36;
Qwest/210/Private Line Diagram/p.1; 
Qwest214/Switched Access Network Diagram/p.1; 
Qwesr215/Current Switched Access Price Structure/p.1; Qwest/216/Proposed Switched Access Price
Structure/p.1;
Confidental materials in envelope #96(25):
   Qwest/211/Oregon Analog Private Line Proposal/pg1-4;           Qwest/212/Oregon Digital Data Proposal/p.1; 
   Qwest/213/Oregon DS1 Service Proposal/p.1; 
   Qwest/217/Oregon Switched Access Proposal/pg1-2; 

Qwest/218/Direct testimony of Robert H. Brigham for Qwest Corporation/pg. i., ii., iii., & 1-9;
Qwest/220/Deaveraged Loop Zones Qwest-Oregon/Appendix A/p. 1; 
Qwest/221/Executive Summary Residence Access Line Study ID/
pg. 1-7 (pg. 8-14 are confidential);
Confidental material in envelope #96(26):
Qwest/219/Summary of selectged Rate Design Proposals/pg1-84; Qwest/221/G. Nonrecurring Cost Summary
(Prescribed)/pg8-14.)
Qwest/219/Summary of selectged Rate Design Proposals/pg1-84; 

Filed by Lawawrence H. Reichman and Jay P. Nusbaum. 

THESE TESTIMONY AND EXHIBITS SUPERCEDE EXHIBITS U S WEST/201 - US WEST/224 FILED EARLIER
IN THIS CASE.

11/16/2000Date: Action:

WITHDRAWN UTILITY FILING
Filing withdrawn.
11/16/2000Date: Action:

REPLACEMENT SHEETS, ADDITIONAL MATERIAL
Attachment A/List of Tariff Sheet Revisions - Advice No. 1849/1-11 (Accompanied by related tariff sheets);
Transmittal No. 2000-007-PL/1-2, Revisions to the Access Service Tariff, Private Line Transport Services Tariff,
and the Exchange and Network Service Tariff and Price List;

Attachment B/Advice No. 1849/UT 125 Rate Design 11-15-00 (Confidential documents stored in locked cabinet
env #96(23)

THIS FILING WITHDRAWS ADVICE NO. 1806 AND TRANSMITTAL NO. 99-014-PL AND THEIR
SUPPLEMENTS IN THEIR ENTIRETY.

11/15/2000Date: Action:
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LAW JUDGE CONFERENCE REPORT
ALJ CROWLEY issues Prehearing Conference Memorandum.
      On October 4, 2000, parties to this docket convened for a prehearing conference in Salem, Oregon.  The
purpose of the conference was to set a schedule for the remainder of the docket.  Parties agreed to the following
schedule, which is adopted:

November 15, 2000=Last date to intervene
November 15, 2000=Qwest files revised rates, supporting testimony
February 16, 2001=Staff/intervenors file settlement proposals 
March 7-9, 2001=Settlement conference
March 14, 2001=Staff files issues list 
April 10, 2001=Staff/intervenors file testimony* 
May 3, 2001=All parties file rebuttal testimony*
May 10, 2001=Last date to issue interrogatories%
May 29 (1 PM)-June 1, 2001 =Hearing
June 29, 2001=Opening briefs filed
July 16, 2001=Reply briefs filed
September 14, 2001=Final order
October 12, 2001=Compliance filing

*Parties to serve Q/A form testimony electronically; other testimony by overnight mail.
%For interrogatories served after rebuttal testimony only, parties will have 7 business days to respond, as
opposed to the usual 10 business days.

Copies served to UT125 service list by mail 10/5/00.

10/5/2000Date: Action:

REPLACEMENT SHEETS, ADDITIONAL MATERIAL
QWEST CORPORATION's supplement no. 1 to advice no. 1840. filed by Sheila Harris.
9/22/2000Date: Action:

OTHER FILING/PLEADING
QWEST's compliance of order no. 00-190 /Attachments--confidential financial sheets regarding Detailed
Calculation of Accumulated Refund placed in env. # 96(22) in locked cabinet.  Filed by D. K. Mason. 

9/14/2000Date: Action:

OTHER FILING/PLEADING
Signatory pages related to protective order no. 96-045 executed for Victoria Schlesinger and Edward Krachmer on
behalf of Teligent, Inc. Filed by Donna L. Locke.

9/5/2000Date: Action:

OTHER FILING/PLEADING
Agenda for September 5 Workshop - Addressed to Parties of UT 148, UT 125, UT 138/UT 139, UM 874, UM 823,
UM 962, UM 773,
UM 731, and UM 974. Filed by Phil Nyegaard.

8/25/2000Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Letter request to include name in service list. Filed by Jason W. Jones, Assistant Attorney General.
8/21/2000Date: Action:

CONFERENCE
PREHEARING CONFERENCE scheduled 10/4/2000 9:30 AM
City:  SALEM OR
Room:  MAIN HEARING ROOM  Building:  PUC
Address:  550 CAPITOL ST NE
Reporter:  NONE
Law Judge:  CROWLEY, RUTH

Notice of Prehearing Conference mailed to UT 125 Service List on 8/16/00.   (Dial-in #503-378-3313.)

8/15/2000Date: Action:

ORDER
Order No. 00-437 Signed by Ron Eachus, Chairman, and Joan H. Smith, Commissioner, Commissioner Hamilton
was unavailable for signature. Disposition:  Application for Reconsideration Denied.  IT IS ORDERED that the
application by ADVANCED TELCOM GROUP, INC., and SHARED COMMUNICATIONS SERVICES, INC., for
reconsideration of Order No. 00-190 is denied.  Copies served 8/8/00.

8/8/2000 00-437Date: Action:
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OTHER FILING/PLEADING
Signatory page to protective orders no. 96-045 and 00-180--signed by Arthur A. Butler, Aimee Meacham and
Gretchen E. Eoff. Filed by Donna L. Locke, paralegal.

7/27/2000Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Notice to remove name from the service list. Filed by Pam Ballard.
7/24/2000Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling Granting Staff's Motion to hold this docket in abeyance until the parties have had time to
review the  UT 148 order due 8/31/00 and UM 731 filing due by 9/1/00; ALJ will schedule a prehearing conference
to discuss rescheduling of UT 125 toward the end of September 2000.
Copies served 7/13/00.

7/13/2000Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Signatory page to protective order no. 96-045, executed by Dean Randall on behalf of GTE.  Filed by Fred Logan.
7/12/2000Date: Action:

ORDER
Order No. 00-359 signed by Commissioners Ron Eachus, Roger Hamilton, and Joan Smith: Disposition: 
Application for Reconsideration Denied:

Copies served 7/12/00.

7/11/2000 00-359Date: Action:

MOTION
Staff's Motion to Hold Schedule in Abeyance.

Filed by Michael T. Weirich.

7/7/2000Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Signatory Page to the Protective Order No. 96-045, executed by Susan M. Baldwin, Douglas S. Williams and
Alycia L. Howe on behalf of AT & T. Filed by Janet Browne.

7/7/2000Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Request change in service list:  Add:  Rebecca B. DeCook & Removed:  Randy Deutsch.  Filed by:  Janet Browne
6/30/2000Date: Action:

ORDER
Order No. 00-335 signed by Commissioners Ron Eachus, Roger Hamilton, and Joan Smith; Disposition: 
Extension of Tariff Filings Approved:

IT IS ORDERED that USWC's request for an extension of the effective dates to January 31, 2001, for Advice No.
1806 and Transmittal No. 99-014 and Supplements No. 1 and 2 to that Advice and Transmittal, is approved.
Copies served 6/27/00.

6/27/2000 00-335Date: Action:

OTHER FILING/PLEADING
U S WEST's Response in Opposition to the Request for Reconsideration. Faxed by Lawrence Reichman.
6/26/2000Date: Action:

OTHER FILING/PLEADING
STAFF's reply in Opposition to Application for Reconsideration. Filed by Mike Weirich.
6/26/2000Date: Action:

OTHER FILING/PLEADING
AT&T signatory page from Protective Order 96-045 executed by Scott C. Lundquist. Filed by Janet Browne.
6/23/2000Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling Granting AARP's request to admit Robert Manifold pro hac vice.
Copies served 6/23/00.

6/23/2000Date: Action:

OTHER FILING/PLEADING
NPA settlement proposal  (confidential version) of Northwest Paypphone Association. Filed by Brooks Harlow.

Confidential in locked cabinet envelop # 96(21)

6/21/2000Date: Action:

OTHER FILING/PLEADING
The company requested extension of effective date to 1/31/01 in Advice 1806 and Transmittal 99-014-PL,
Supplements 1 and 2.

6/12/2000Date: Action:

OTHER FILING/PLEADING
NPA signatory page from Protective Order 96-045 executed by David Rice filed by Brooks Harlow.
6/12/2000Date: Action:
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REPLACEMENT SHEETS, EXTENSION
The company requested extension of effective date to 1/31/01 in Advice 1806 and Transmittal 99-014-PL,
Supplements 1 and 2.

6/12/2000Date: Action:

REPLACEMENT SHEETS, EXTENSION
The company requested an extension of the effective date to 1/31/01.
Letter filed by Sheila Harris.

6/9/2000Date: Action:

RECONSIDERATION
Advanced TelCom Group, Inc., and Shared Communications Services, Inc., Application for Reconsideration of
Order No. 00-190, FAXED by R. Dale Dixon.

Response due  6/26/00
Order due  8/8/00

Hard copies rec'd 6/12/00.

6/9/2000Date: Action:

OTHER FILING/PLEADING
Response of WSCTC and NPA to Oppositions to Application for Reconsideration, FAXED by Mark Trinchero.

Hard copy rec'd 6/12/00.

6/9/2000Date: Action:

OTHER FILING/PLEADING
AARP Notice of Appearance by counsel Robert Manifold and request to also include Lois Smith on service list filed
by Robert Manifold.
Hard copy rec'd 6/7/00.

6/7/2000Date: Action:

MOTION
AARP Motion to Admit Counsel Pro Hac Vice (Robert Manifold) filed by Daniel W Meek.
6/5/2000Date: Action:

OTHER FILING/PLEADING
AT&T COMMUNICATIONS OF THE PACIFIC NORTHWEST INC Signatory Page from Protective Order 96-045
executed by Lee Selwyn and Helen E Golding filed by Janet Browne.

6/5/2000Date: Action:

OTHER FILING/PLEADING
AARP Protective Order Signatory page executed and filed by Robert F Manifold.
6/5/2000Date: Action:

OTHER FILING/PLEADING
STAFF's reply to WSCTC & NPA Application for reconsideration filed by Michael Weirich.
6/2/2000Date: Action:

OTHER FILING/PLEADING
U S WEST COMMUNICATIONS Response in Opposition to Application for Reconsideration of WSCTC and
Northwest Payphone FAXED by Lawrence Reichman.
Hard copy rec'd 6/2/00

6/1/2000Date: Action:

CANCELLATION/CHANGE
Notice of Cancellation mailed to UT 125/UT 80 Service Lists on 5/23/00.
5/23/2000Date: Action:

RECONSIDERATION
  Application For Reconsideration and/or Clarification of the Western States Competitive Telecommunications
Coalition and Northwest Payphone Association ("Coalition"); FAXED by R. Dale Dixon, Jr.
Hard copy rec'd. 5/18/00.

Response due: 6/1/00.
Order due: 7/17/00.

5/17/2000Date: Action:

OTHER FILING/PLEADING
RHYTHMS LINKS, INC. Signatory Page from Protective Order 96-045 executed by Douglas Hsiao filed by Donna
Locke.

5/10/2000Date: Action:
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COMMISSION RULING/MEMORANDA
ALJ Crowley's ruling granting Rhythms Links Petition to Intervene and correcting schedule:
Settlement proposals due 6/5/00
Settlement conference on 6/28 & 29 /00
Staff/Intervenor testimony due 7/24/00
All parties Rebuttal testimony due 8/24/00
Hearing 9/18-21 and 9/25-26/00
Opening Briefs due 10/27/00
Reply Briefs due 11/13/00
Final Order due 01/12/01
Compliance filing due 2/12/01.

Copies served 5/1/00.

5/1/2000Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Ruling granting Staff's motion to revise schedule.  New schedule:

Settlement proposals due 6/5/00
Settlement conference on 6/28 & 29 /00
Staff/Intervenor testimony due 7/24/00
All parties Rebuttal testimony due 8/24/00
Hearing 9/18-21 and 9/25-26/00
Opening Briefs due 10/27/00
Reply Briefs due 11/10/00
Final Order due 01/12/01
Compliance filing due 2/12/01.

Copies served 4/28/00.

4/28/2000Date: Action:

MOTION
STAFF Motion to Revise Procedural Schedule for rate design phase and stating USWC does not object. 
Proposed new schedule:
Settlement proposals due 6/5/00
Settlement conference on 6/28 & 29 /00
Staff/Intervenor testimony due 7/24/00
All parties Rebuttal testimony due 8/24/00
Hearing 9/18-21 and 9/25-26/00
Opening Briefs due 10/27/00
Reply Briefs due 11/10/00
Final Order due 01/12/01
Compliance filing due 2/12/01.

Motion filed by W. Benny Won.

4/26/2000Date: Action:

ORDER
Order No. 00-190 signed by Ron Eachus, Roger Hamilton and Joan H. Smith adopted Stipulation executed 9/9/99,
modified Order No. 96-107; Rescinded Order Nos. 96-183, 96-286 and 97-171.  Copies served 4/14/00.

4/14/2000 00-190Date: Action:

ORDER
Order No. 00-191 signed by Ron Eachus, Roger Hamilton and Joan H. Smith readopts portions of Order Nos.
96-183 and 97-171.  Copies served 04/14/00.

4/14/2000 00-191Date: Action:

TESTIMONY & EXHIBITS
U S WEST COMMUNICATIONS Supplemental Direct Testimony of David teitzel, Scott McIntyre, and Robert
Brigham in support of USWC"s Advice No. 1806, Supplement No. 2, (Rate design) filed by Kay Barley.  Contains
Confidential information, to locked cabinet in # 96(19).

4/14/2000Date: Action:

REPLACEMENT SHEETS, ADDITIONAL MATERIAL
The company filed replacement sheets and testimony.
4/14/2000Date: Action:
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OTHER FILING/PLEADING
Copy of U S WEST COMMUNICATIONS   Letter to Staff Phil Nyegaard agreeing to an additional extension to
4/14/00 for the issuance of the Commission's order filed by D K Mason.

4/6/2000Date: Action:

OTHER FILING/PLEADING
Copy of Staff letter to USWC's Don Mason requesting extension to April 14, 2000 to issue order filed by Phil
Nyegaard.

4/5/2000Date: Action:

OTHER FILING/PLEADING
AARP Signatory Page from Protective Order 96-045 executed by Coralette Marshall filed by Ann Fisher.
3/31/2000Date: Action:

PETITION TO INTERVENE
RHYTHMS LINKS INC.'s Petition to Intervene; FILED by Lisa Rackner.
3/29/2000Date: Action:

MOTION
AARP request for reset of settlement conference filed by Ann Fisher.
3/27/2000Date: Action:

OTHER FILING/PLEADING
AARP Notice of additional counsel, Ann Fisher,  and signatory pages from protective order 96-045 executed by
Lois M Smith, Ann L Fisher, Pamela Cameron, and Marvin Kahn filed by Ann Fisher.

3/27/2000Date: Action:

OTHER FILING/PLEADING
U S WEST COMMUNICATIONS Letter confirming that USWC has an additional 7 days to comply with the
requirements of the rule re the processes used by a utility to notify the public of general rate revisions, USWC
plans to run its formal notice by 4/1/00 FAXED by Peter Butler.
Hard copy rec'd 3/27/00.

3/24/2000Date: Action:

COMMISSION RULING/MEMORANDA
ALJ Crowley's ruling granting USWC's request for revision of schedule for rate design portion of proceeding as
follows:

3/10/00 - USWC filed revised rate schedules
5/5/00 - Staff/Intervenor settlement proposals filed
5/25-26/00 - Settlement conference
6/23/00 - Staff/Intervenor testimony filed
7/24/00 - All parties rebuttal testimony filed
8/16-18 & 21-24/00 - Hearing
9/22/00 - Opening briefs
10/6/00 - Reply briefs
11/29/00 - Final order
12/29/00 - Compliance filing.

Copies served 3/22/00.

3/22/2000Date: Action:

OTHER FILING/PLEADING
Copy of Phil Nyegaard's letter to USWC's Don Mason asking for an extension of time to April 10 to issue order.
3/22/2000Date: Action:

REPLACEMENT SHEETS, ADDITIONAL MATERIAL
The company filed confidential workpapers.
3/17/2000Date: Action:

PROTEST/EXCEPTION/OBJECTION
TELAD INTERNATIONAL, INC.'s objection to any further delay in implementing refund to ratepayers filed by
Charles Jones.

3/16/2000Date: Action:

ORDER
ORDER NO. 00-154 signed by Ron Eachus, Roger Hamilton and Joan H Smith adopted the stipulation filed 3/2/00
between CUB and USWC.  Copies served 3/17/00.

3/16/2000 00-154Date: Action:

REPLACEMENT SHEETS, ADDITIONAL MATERIAL
The company filed replacement sheets, additional sheets, and withdrew some sheets.  The company also filed
confidential papers to locked cabinet, #96 (18).

3/10/2000Date: Action:
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OTHER FILING/PLEADING
U S WEST COMMUNICATIONS Letter to Phil Nyegaard agreeing to a two-week extension to March 27, 2000, for
the issuance of the Commission 's order relative to the stipulation concerning revenue requirement and refund
issues FAXED by D K Mason.
hard copy also rec'd 3/10/00 and 3/20/00.

3/10/2000Date: Action:

OTHER FILING/PLEADING
Staff letter stating it does not oppose USWC's motion to revise the procedural schedule for rate design portion
based on USWC's statements that its revised rate design proposals will be essentially the same as the original
proposals plus EAS and retail rate deaveraging proposals; and that if the revised proposals contain other
significant changes, Staff reserves the right to request other revisions to procedural schedule as necessary filed by
Benny Won.

3/9/2000Date: Action:

OTHER FILING/PLEADING
Staff Letter to USWC requesting a short extension of deadline for issuance of Commission's order concerning the
stipulation to 3/27/00 filed by Phil Nyegaard.

3/8/2000Date: Action:

MOTION
U S WEST COMMUNICATIONS Motion to Revise Rate Design Schedule by up to two months to consider
USWC's retail rate deaveraging proposal which it intends to submit by 3/10/00; proposed new schedule:

3/10/00-USWC files revised rate schedules
5/5/00 - Staff/Intervenor Settlement proposals
5/25-26/00 - Settlement conference
6/23/00 - Staff/intervenor testimony due
7/24/00 - All parties rebuttal due
8/16-18 & 21-24/00 Hearing
9/22/00 - Opening briefs
10/6/00 reply briefs
11/29/00 final order
12/29/00 compliance filing

FAXED by Lawrence Reichman.
Hard copy rec'd 3/6/00.

3/3/2000Date: Action:

OTHER FILING/PLEADING
TELIGENT Signatory Pages from Protective Order 96-045 executed by Aimee Meacham, Gretchen Elizabeth Eoff,
Edward Krachmer and Victoria Schlesinger filed by Ms. Eoff.  Cover letter states that Eoff and Meachan signed on
behalf of Rhythms Links and TRACER but sig. pages only say Teligent.

3/2/2000Date: Action:

PUBLIC COMMENT
Central Telephone comments FAXED by Richard Stevens.
3/1/2000Date: Action:

PUBLIC COMMENT
Via consumer services public comment letter from William Knight Jr.
2/25/2000Date: Action:

OTHER FILING/PLEADING
CUB's Affidavit of Robert Jenks regarding proposed stipulation filed by Robert Jenks.
2/14/2000Date: Action:

BRIEF
CUB's Brief filed by Jason Eisdorfer.
2/14/2000Date: Action:

BRIEF
STAFF's opening brief filed by W Benny Won.
2/14/2000Date: Action:

OTHER FILING/PLEADING
AT&T COMMUNICATIONS OF THE PACIFIC NORTHWEST INC Signatory page from protective order 96-045
executed by Laurene Wilson filed by Janet Browne.

2/14/2000Date: Action:

BRIEF
WESTERN STATES TELECOMMUNICATIONS COALITION's Opening Brief FAXED by R Dale Dixon.
Hard copy rec'd 02/14/00.  Confidential version to locked cabinet #96(17).

2/11/2000Date: Action:
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BRIEF
NORTHWEST PAYPHONE ASSOCIATION's Initial Brief filed by Brook E Harlow.
2/11/2000Date: Action:

BRIEF
AT&T COMMUNICATIONS OF THE PACIFIC NORTHWEST INC Initial Brief FAXED by Rebecca DeCook.
Hard copy rec'd 2/14/00.

2/11/2000Date: Action:

BRIEF
TRACER Initial Brief filed by Kirk Gibson.
2/11/2000Date: Action:

BRIEF
TELIGENT's Initial Brief filed by Arthur Butler.  Confidential attachments to locked cabinet #96(16).
2/11/2000Date: Action:

BRIEF
U S WEST COMMUNICATIONS Initial brief filed by Lawrence Reichman.
2/11/2000Date: Action:

OTHER FILING/PLEADING
Stipulation to Admit Evidence filed by Lawrence Reichman.  Stipulation executed by Lawrence Reichman, Benny
Won, Mark Trinchero, Rebecca DeCook, Fred ? for TRACER, Jason Eisorder, and ART Butler.

2/9/2000Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling Granting Petitions to Intervene of GST, Teligent and ICG.  Motions to admit counsel pro hac
vice are also granted.  Copies served 2/1/00.

2/1/2000Date: Action:

CANCELLATION/CHANGE
Notice of Cancellation of Hearing of 1/28-29/00 mailed and faxed to UT 125/UT 80 on 1/27/00.
1/27/2000Date: Action:

OTHER FILING/PLEADING
MCI TELECOM / MCI METRO letter stating it does not intend to cross examine any witnesses FAXED by Lisa
Rackner.

1/27/2000Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Memorandum inquiring if any party intends to cross examine witnesses at hearing scheduled for
01/28/00 and if so for that party to respond by 01/27/00, 2 pm PST.  If no party desires cross, the hearing will be
cancelled.  Copies faxed and mailed 01/26/00.

1/26/2000Date: Action:

TESTIMONY & EXHIBITS
U S WEST COMMUNICATIONS Rebuttal Testimony in Support of Stipulation (Inouye) filed by Lawrence
Reichman.

U S WEST/176 - Rebuttal Testimony of Carl Inouye
U S WEST/177 - December 3, 1998 OPUC Letter to Parties
U S WEST/178 - CUB Answers to USWC's Data Requests 
U S WEST/179 - OREGON Adjustments Made to 1995 UT-125
U S WEST/180 - TRACER OREGON's Responses to USWC's First  set of Data Requests
U S WEST/181 - WSCTC Response to USWC DR 01-009, 010, 012

1/25/2000Date: Action:

TESTIMONY & EXHIBITS
STAFF's Rebuttal Testimony of Terry J Lambeth, Tom Harris, Phil Nyegaard, Y. Sherry Sheng filed by Paul
Graham.

Staff/114 - Rebuttal Testimony of Terry J. Lambeth
Staff/115 - Rebuttal Testimony of Tom Harris
Staff/116 - Rebuttal Testimony of Phil Nyegaard
Staff/117 - USWC's Settlement Document
Staff/118 - Rebuttal Testimony of Y Sherry Sheng

1/25/2000Date: Action:

OTHER FILING/PLEADING
U S WEST COMMUNICATIONS Signatory page from Protective Order 96-045 executed by Don Mason and
Sheila Harris filed by Eliz. Weber.

1/24/2000Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling denying by default USWC's request for expedited response to data requests.  Copies faxed
to parties and served to UT 125 and UT 80 service lists on 01/24/00.

1/24/2000Date: Action:
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OTHER FILING/PLEADING
Change of counsel for CUB and AARP in dockets UT 80/UT 125.  Michael Sheehan replaced by Coralette
Marshall.  Service lists changed.

1/21/2000Date: Action:

MOTION
WSCTC Motion to Admit Counsel Pro Hac Vice (R. Dale Dixon) FAXED by Mark Trinchero. 
Hard copy rec'd 01/19/00.

1/18/2000Date: Action:

PROTEST/EXCEPTION/OBJECTION
WSCTC's Objections to USWC's Motion to Shorten Time to Respond FAXED by Mark Trinchero.
HARD COPY rec'd 01/18/00

1/14/2000Date: Action:

TESTIMONY & EXHIBITS
CUB's Testimony of Bob Jenks filed by Jason Eisdorfer.

CUB/100 - Testimony of Bob Jenks
CUB/101 - Witness Qualification Statement
CUB/102 - Copy of USWC Ad -  A CHOICE FOR OREGON
CUB/103 - Copy of 4/20/99 Memo to House of Representative
CUB/104 - Copy of Staff Response CUB's Request No. 4
CUB/105 - Copy of Bill Wyatt's 6/2/99 Letter to Jim Hill
CUB/106 - Copy of Commissioners 7/1/99 Letter to Bill Wyatt
CUB/107 - USWC Investment Categories
CUB/108 - Copy of Staff Response to CUB's Request No. 10
CUB/109 - Copy of Staff Report of Jim Stanage for 12/14/99 PM
CUB/110 - Copy of Staff Response to CUB's Request No. 12
CUB/111 - Copy of USWC Response to CUB's Request No. 5
CUB/112 - Copy of 01/07/99 Newspaper Editorial

1/13/2000Date: Action:

MOTION
U S WEST COMMUNICATIONS Motion to Shorten Time to Respond to Data Requests FAXED by Lawrence
Reichman.
Hard copy rec'd 01/13/00.

1/12/2000Date: Action:

TESTIMONY & EXHIBITS
WESTERN STATES COMPETITIVE TELECOMMUNICATIONS COALITION Responsive Testimony of Thomas
Zepp filed by Mark Trinchero.  Confidential Version to Locked Cabinet #96(15)

WSCTC/1- Rebuttal Testimony of Thomas M Zepp
WSCTC/2 - Zepp Resume
WSCTC/3 - USWC Response to AT&T Data Request 01-002
WSCTC/4 - Copy of WA Superior Court Order 96-2-09623-7 SEA
WSCTC/5 - CONFIDENTIAL USWC DATA

1/12/2000Date: Action:

TESTIMONY & EXHIBITS
AT&T COMMUNICATIONS Testimony of Arleen M. Starr FAXED by Janet Browne.
Hard copy rec'd 01/11/00.

1/10/2000Date: Action:

OTHER FILING/PLEADING
U S WEST COMMUNICATIONS Signatory Page from Protective order 96-045 executed by Keiko Barley, Robert
Brigham, Philip Grate and Vernessie Reese filed by E. Weber for Peter Butler.

1/6/2000Date: Action:

MOTION
Teligent Services Inc's Motion to Admit Counsel Pro Hac Vice (ART BUTLER) filed by Kirk Gibson.
1/5/2000Date: Action:

OTHER FILING/PLEADING
On behalf of ELI, ATG, GST, Frontier & Frontier Local, Signatory Page from Protective Order 96-045 
1/5/2000Date: Action:

OTHER FILING/PLEADING
TELIGENT's Signatory page from Protective Order 96-045 Executed by Kirk Gibson and Art Butler filed by
Cassandra Pfister.

12/27/1999Date: Action:
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OTHER FILING/PLEADING
MCI TELECOM / MCI METRO Signatory page from 96-045 executed by Ann Hopfenbeck, Timothy Gates, and
Lisa Rackner filed by Lisa Rackner.

12/23/1999Date: Action:

PETITION TO INTERVENE
ICG Communications, Inc., (ICG) Petition to Intervene filed by Sara Siegler.
12/21/1999Date: Action:

OTHER FILING/PLEADING
Signatory Page from Protective Order 99-045 (new version) executed on behalf of ELI, Advanced Telecom Group
Inc., GST, Frontier Telemanagement and Frontier Local Services by Mark Trinchero and Dale Dixon filed by Mark
Trinchero.

12/21/1999Date: Action:

OTHER FILING/PLEADING
NORTHWEST PAYPHONE ASSOCIATION New Signatory Page from Protective Order 96-045 executed and filed
by Brooks E Harlow.

12/20/1999Date: Action:

OTHER FILING/PLEADING
U S WEST COMMUNICATIONS Signatory Pages Inew) from Protective ORder 96-045 executed by Peter Butler,
W R Coutrue, Linda Hemelstrand, Randall Kim, Mary Ann Neill, HE Ruprecht, Elizabeth Weber, Carol McGuane,
Carl Inouye, Diane McDougall, Lawrence Reichman, and David Teitzel filed by Eliz. Weber for Peter Butler.

12/20/1999Date: Action:

OTHER FILING/PLEADING
AT&T COMMUNICATIONS New Signatory Page from Protective Order 96-045 executed by Cory Skluzak filed by
Janet Browne.

12/17/1999Date: Action:

ORDER
ORDER NO. 99-767 signed by Vikie Bailey-Goggins suspended for a period of time not to exceed six months from
12/29/99 U S WEST COMMUNICATIONS's Advice No. 1806.  Copies served 12/20/99.

12/17/1999 99-767Date: Action:

PETITION TO INTERVENE
Teligent Services Inc's Petition to Intervene filed by Kirk Gibson.  Also include Art Butler on service list. 
12/15/1999Date: Action:

OTHER FILING/PLEADING
Staff report for the 12/14/99 public meeting recommending that the Commission suspend for six months and
investigate USWC's Advice No. 1806 and Transmittal No.99-014-PL (USWC's rate design and tariff proposal) filed
by Jim Stanage.

12/14/1999Date: Action:

SUSPENSION UTILITY FILING
Filing suspended.
12/14/1999Date: Action:

OTHER FILING/PLEADING
UNITED TELEPHONE COMPANY OF THE NW Letter enclosing newly executed signatory page from Protective
Order 96-045 executed by Barbara Young and Nancy Judy.  Letter also states Ms. Young would like to be on the
list to receive electronic versions of testimonies filed by Nancy Judy.

12/14/1999Date: Action:

OTHER FILING/PLEADING
AARP's new signatory page from Protective Order 96-045 executed by Michael Sheehan for CUB and AARP and
by John Glasscock for AARP filed by Michael Sheehan.

12/10/1999Date: Action:

OTHER FILING/PLEADING
AT&T COMMUNICATIONS New Signatory Page from Protective Order 96-045 executed by Laura Imeson,
Rebecca DeCook, Arleen Starr, and Janet Browne filed by Janet Browne.

12/9/1999Date: Action:

PETITION TO INTERVENE
GST Telecom Oregon, Inc.'s Petition to Intervene; filed by Mark Trinchero.

(Please include Gary Yaquinto on service list.)

12/9/1999Date: Action:

MOTION
CUB's complaint regarding U S WEST's announcement of tariff changes filed by Jason Eisdorfer.

DOCKETED AS UC 509 on 01/31/00 per Judge Crowley.

12/7/1999Date: Action:

OTHER FILING/PLEADING
AARP's Statement of Position filed by Michael Sheehan.
12/6/1999Date: Action:
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HEARING
HEARING scheduled 1/28/2000 8:30 AM
City:  SALEM OR
Room:  MAIN HEARING ROOM  Building:  PUC
Address:  550 CAPITOL ST NE
Reporter:  HAUGE
Law Judge:  CROWLEY, RUTH

Notice of Hearing mailed 12/6/99.

12/3/1999Date: Action:

LAW JUDGE CONFERENCE REPORT
Supplemental - clarifying the potential effect of adopting the proposed stipulation on UT 80 matters (would vacate
Order Nos. 96-183, 96-286, and 97-171 and modify Order No. 96-107) and asking parties to update service list. 
Copies served 12/2/99.

12/2/1999Date: Action:

OTHER FILING/PLEADING
11/30/99 version of Signatory Page from Protective Order No. 96-045 executed by Jason Eisdorfer and Robert
Jenks.

12/2/1999Date: Action:

LAW JUDGE CONFERENCE REPORT
ALJ Crowley's PHC report from 11/29/99 PHC:

Revenue Requirement Phase Schedule:
12/10/99 - Deadline for 1st Round of Data Requests
12/20/99 - Deadline for 2nd Round of Data Requests
12/30/99 - Deadline for Responses to Data Requests
1/10/00 - Intervenor Testimony due (electronic)
1/12/00 - Hard copy of Intervenor Testimony due
1/25/00 - USWC/Staff Rebuttal Testimony due
1/28/00 - Hearing
2/11/00 - Simultaneous Briefs Due
3/13/00 - Order issued

RATE DESIGN PHASE Schedule:
12/14/99 - Proposed Tariffs Suspended
3/13/00 - Staff/Intervenor Settlement Proposal Due
3/30-31/00- Settlement Conference
5/1/00 - Staff/Intervenor Testimony Due
5/30/00 = All Parties Rebuttal Testimony Due
6/13-16; 6/21-21 - Hearing
7/14/00 - Opening Briefs Due
7/28/00 - Reply Briefs Due
9/29/00 - Order
10/30/00 - Compliance Filing Due

Parties asked to resubmit signed page of Protective Order and update service list information.

Copies served 11/30/99.

11/30/1999Date: Action:

CONFERENCE
Amended Notice of Prehearing Conference mailed on 11/16/99.
(only amending purpose of prehearing).

11/16/1999Date: Action:

SUPPLEMENTAL APPLICATION
U S WEST COMMUNICATIONS (Rate Design Proposal) Advice No. 1806 and supporting trial brief (and testimony
which is docketed separately) filed by Lawrence Reichman.
Proposed tariff available on USW website at:
http://tariffs.uswest.com/ppnb.nst/jobnum?openview & start=1&count-50&expand=12#12

11/15/1999Date: Action:
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TESTIMONY & EXHIBITS
U S WEST COMMUNICATIONS Prefiled Direct Testimony in Support of Rate Design Proposal filed by Lawrence
Reichman:

U S WEST/201 - Direct Testimony of David L Teitzel 
U S WEST/202 - Teitzel Exhibit-Basic Exchange and Related Services
U S WEST/203 - Teitzel Exhibit-Centrex Plus Services
U S WEST/204 - Teitzel Exhibit-Vertical Features ans Services
U S WEST/205 - Teitzel Exhibit-IntraLATA Long Distance Services

U S WEST/206 - Direct Testimony of Scott A McIntyre
U S WEST/207 - McIntyre Exhibit-Private Line Diagram
U S WEST/208 - McIntyre Exhibit-Analog Private Line Price Proposals
U S WEST/209 - McIntyre Exhibit-Digital Data Service Price Proposals
U S WEST/210 - McIntyre Exhibit-DS1 Service Price Proposals
U S WEST/211 - McIntyre Exhibit-Switched Access Network Diagram
U S WEST/212 - McIntyre Exhibit-Current Switched Access Price Structure 
U S WEST/213 - McIntyre Exhibit-Proposed Switched Access Price Structure
U S WEST/214 - McIntyre Exhibit-Switched Access Proposed Prices

U S WEST/215 - Direct Testimony of Robert H  Brigham
U S WEST/216 - Brigham Exhibit-CONFIDENTIAL Summary of Selected Rate Design Proposals
U S WEST/217 - Brigham Exhibit-Cost Study Summary OREGON RESIDENCE ACCESS LINE, pp8-14
CONFIDENTIAL.
U S WEST/218 - Brigham Exhibit-CONFIDENTIAL Residence Basic Exchange Imputed Price Floors Statewide
Average and De-Averaged NAC

CONFIDENTIAL materials to locked Cabinet #96(14).

11/15/1999Date: Action:

INITIAL UTILITY FILING
This filing represents U S WEST's rate design proposal to reduce overall revenues by $64.2 million.
11/15/1999Date: Action:

CONFERENCE
PREHEARING CONFERENCE scheduled 11/29/1999 9:30 AM
City:  SALEM, OR 97301-2551
Room:  MAIN HEARING ROOM  Building:  PUC
Address:  550 CAPITOL ST NE - STE 215
Reporter:  NONE
Law Judge:  CROWLEY, RUTH

Notice of prehearing conference mailed on 11/12/99.

11/12/1999Date: Action:

TESTIMONY & EXHIBITS
U S WEST COMMUNICATIONS Testimony of Carl Inouye (U S WEST/175) in support of stipulation filed by
Lawrence Reichman.

11/12/1999Date: Action:

MOTION
U S WEST COMMUNICATIONS Request for a prehearing conference to establish schedule for UT 125 rate
design phase FAXED by lawrence Reichman.
Hard copy rec'd 11/12/99.

11/10/1999Date: Action:

RECONSIDERATION
DOJ Letter stating that on 11/4/99, the Oregon Court of Appeals entered orders holding in abeyance the appeals
of UT 80 and UT 125 and in UT 125 lifted a stay to allow the Commission to hold further proceedings.  These
actions are taken to allow PUC to consider whether it should approve a settlement stipulation between staff and
USWC and rescind or amend the orders previously issued in UT 80 and UT 125 filed  with testimony (docketed
separately) by Joseph McNaught.

11/8/1999Date: Action:
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TESTIMONY & EXHIBITS
Staff Testimony of Phil Nyegaard (Staff/109-110) and Terry Lambeth (Staff/111-113) filed by Joseph McNaught.
11/8/1999Date: Action:

OTHER FILING/PLEADING
Staff Letter To Parties Regarding 11/4 Settlement Conference, Staff's New Offer--uswc To Reduce Annual
Revenue Requirement By $70 Million, And Responding To Lawrence Reichman's October 1998 Letter Regarding
Issues Before The Court Of Appeals.  Uswc To Respond To Staff's Offer By 12/18/98.  Filed By Phil Nyegaard. Dd

12/3/1998Date: Action:

OTHER FILING/PLEADING
Eli's Signatory Page From Protective Order 96-045 Executed By Penny Bewick And Filed By Avis Grudis.  Dd
11/2/1998Date: Action:

OTHER FILING/PLEADING
Eli's Signatory Page To Nondisclosure Agreement Executed By Penny Bewick, Faxed By Avis Grudi.  Dd Hard
Copy Rec'd 10/30/98.  Dd

10/29/1998Date: Action:

OTHER FILING/PLEADING
Uswc Letter Regarding Nov 4 Settlement Conf Faxed By Lawrence Reichman.  Dd
10/28/1998Date: Action:

OTHER FILING/PLEADING
At&t's Signature Page To The Nondisclosure Agreement Executed By Janet Browne, Donald R. Finch, Laura
Imeson, Susan Proctor, Arleen M. Staff, And Laurene Wilson Filed By Janet Browne.  Dd

10/23/1998Date: Action:

OTHER FILING/PLEADING
Cub's Signatory Page To Protective Order 96-045 Executed By Robert Jenks And Filed By Bob Jenks.  Dd
10/16/1998Date: Action:

OTHER FILING/PLEADING
Nondisclosure Agreement Executed By Michael Daughtry Filed By Him For Unicom.  Dd
10/16/1998Date: Action:

OTHER FILING/PLEADING
Staff Letter To Parties Regarding Settlement Discussions To Be Held November 4-6, 1998, At Puc Filed By Phil
Nyegaard. Confidential Attachments To Locked Cabinet, #96 (13).  Dd

10/8/1998Date: Action:

APPEAL
Second Supplement Cert. Of Proceeding Enclosing Deposition Transcripts Dated 9/12/96 Of Thomas Riordan,
Evan White And Jack Breen Sent To Benny Won To Supply To Appellate Court.  Dd

9/29/1998Date: Action:

OTHER FILING/PLEADING
Staff Letter To Usw Don Mason About Allocation Of Spaceat The 1201 Farnham Building Filed By E. Michael
Myers.  Dd

8/6/1998Date: Action:

CONFERENCE
Hearing Scheduled Begin: 04/09/1998        End:  04/09/1998 City:  Salem          Room: Main Hearing Rm     Time:
9:30 Am Bldg:  Puc Addr:  550 Capitol St Ne

3/18/1998Date: Action:

ORDER
Order No. 98-079 Signed By Joan Smith And Ron Eachus Denied Petition For Reconsideration Of 97-441(lidb
Charge) And Granted Peitition For Reconsideration Of Chip-in Charge.  Copies Served 03/10/98.  Dd 

3/9/1998 98-079Date: Action:

SUPPLEMENTAL APPLICATION
In The Matter Of The Petition Of U S West Communications, Inc., For A Ruling Clarifying Effect Of Rate
Reductions On Refund Obligation Filed By Lawrence Reichman.  Requests Expedited Handling And A Phc To
Establish Procedural Schedule.  Dd 

2/19/1998Date: Action:

OTHER FILING/PLEADING
Reply Of Frontier To Staff's Response To Petitions For Reconsideration Of Order Nos. 97-441 And 97-480 Faxed
By Keith Kutler.  Dd Hard Copy Rec'd 02/18/98.  Dd 

2/17/1998Date: Action:

OTHER FILING/PLEADING
Copy Of Scs Letter To Uswc Requesting Copies Of Responses To Staff Data Requests 108 And 113 Filed By
Beth Kaye.  Dd

2/3/1998Date: Action:

OTHER FILING/PLEADING
Staff Response To Petitions For Reconsideration Filed By Frontier And Others Asking For A Separate Procedural
Schedule To Investigate Lidb And Chip In Filed By Benny Won.  Dd

2/2/1998Date: Action:
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OTHER FILING/PLEADING
Tracer's Signatory Page To Protective Order No. 96-045 Executed By Kirk H Gibson And Filed By Cassandra
Pfister.  Dd

1/29/1998Date: Action:

OTHER FILING/PLEADING
Staff Reply To Joint Petition For Reconsideration Of Order No. 97-480 Filed By Benny Won.  Dd
1/27/1998Date: Action:

OTHER FILING/PLEADING
Northwest Payphone Association's Signatory Page To Protective Order No. 96-045 Executed And Filed By Brooks
E Harlow.  Dd

1/26/1998Date: Action:

OTHER FILING/PLEADING
Frontier Telemanagement Inc.'s, Shared Communications Service, Inc.'s, And American Telephone Technology,
Inc.'s Signatory Page To Protective Order No. 96-045, Executed By Thomas Zepp, Filed By Ketih Kutler. Ph 

1/20/1998Date: Action:

RECONSIDERATION
Joint Petition For Reconsideration Of Frontier Telemanagement Inc., American Telephone Technology, Inc. And
Shared Communications Services, Inc. Of Order No. 97-441, Filed By Keith Kutler. Ph Cover Letter Indicates
Faxed On 01/16/98.  Puc Had Fax Probs 1/16

1/20/1998Date: Action:

PUBLIC COMMENT
Customer Comments About Uswc Service Filed By Mel Stewart.  Dd
1/20/1998Date: Action:

OTHER FILING/PLEADING
Joint Supplemental Petition For Reconsideration Of Order No. 97-480 By Frontier, Atti & Scs Faxed By Keith
Kutler.  Dd Hard Copy Rec'd 01/20/98.  Dd

1/16/1998Date: Action:

OTHER FILING/PLEADING
At&t's Signatory Page To Protective Order No. 96-045 Executed By Patricia Parker Filed By Susan Proctor.  Dd
1/16/1998Date: Action:

OTHER FILING/PLEADING
Copy Of At&t Data Request To Uswc Filed By Susan Proctor.  Dd
1/16/1998Date: Action:

OTHER FILING/PLEADING
Scs Letter Notifying Of Change In Service List From Phil Barcellona To Pam Ballard.  Dd
1/15/1998Date: Action:

OTHER FILING/PLEADING
Staff Letter Faxed To Parties Alerting Them That The Settlement Conference Scheduled For 01/14/98-01/16/98 Is
Cancelled Due To Marion County Decision In Appeal Filed By Lance Ball.  Dd

1/13/1998Date: Action:

OTHER FILING/PLEADING
Uswc Letter Requesting To Withdraw Advice No. 1684/transmittal No. 97-029-pl Based Upon The Recent Marion
County Circuit Court Decision And Discussions With Staff Faxed By Don Mason.  Dd

1/13/1998Date: Action:

RECONSIDERATION
Joint Petition Of Frontier And Atti For Reconsideration Of Order No. 97-480 Faxed By Keith Kutler And Beth Karan
Kaye.  Dd Hard Copy Rec'd 01/12/98.  Dd

1/9/1998Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley's Ruling Granting Petitions To Intervene Of Fti And Atti.  Fti And Atti Are Bound By Decisions On
Scheduling And Issues Already Made In This Docket.  Copies Served 01/08/98. Dd

1/8/1998Date: Action:

OTHER FILING/PLEADING
Puc Staff Letter To Parties Setting Time And Place For Settlement Conference:  1/14-16/98, 9-5, Mhr, Puc Filed
By Lance Ball.  Agenda For Conferences Attached To Letter.  Dd

1/7/1998Date: Action:

OTHER FILING/PLEADING
Copy Of Fifth Data Request From Mcim To Uswc Filed By Shanti Breznau.  Dd
1/6/1998Date: Action:

OTHER FILING/PLEADING
Advanced Tlecommunications Inc's Signatory Page To Protective Order No. 96-045 Executed By David A
Patterson Filed By Keith Kutler.  Dd

1/6/1998Date: Action:

OTHER FILING/PLEADING
Frontier Telemanagement Inc's Signatory Page To Protective Order No. 96-045 Executed By Gena M Doyscher
Filed By Keith Kutler. Dd

1/6/1998Date: Action:
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OTHER FILING/PLEADING
Citizen Comment About Cost Of Isdn Filed Thru Consumer Services By Richard Pruitt.  Dd
1/6/1998Date: Action:

APPEAL
Copy Of Uswc's Letter To Judge Norblad Responding To Puc's Response To Court's Questions Filed By Sherilyn
Peterson.  Dd

12/22/1997Date: Action:

OTHER FILING/PLEADING
Copy Of Mcim's Fourth Request For Info To Uswc Filed By Shanti Breznau.  Dd
12/22/1997Date: Action:

LAW JUDGE RULING/MEMORANDA
Letter To Parties To Correct Service List To Add Michael Sheehan Counsel For Aarp Sent By Diane Davis.  Dd
12/19/1997Date: Action:

OTHER FILING/PLEADING
Aarp's Signatory Page To Protective Order No. 96-045 Executed And Filed By Michael Sheehan.  Dd
12/18/1997Date: Action:

OTHER FILING/PLEADING
Mci's Comments And Settlement Proposal Faxed By Lisa Rackner.  Dd Hard Copy Rec'd 12/18/97.  Dd
12/17/1997Date: Action:

ORDER
Order No. 97-480, Signed By Commissioners Ron Eahcus, Roger Hamilton, (joan Smith Unavailable For
Signature): The Chip-in Charge Will Be An Issue In The Rate Design Phase Of Ut 125. Copies Served
12/18/1997. Ph 

12/16/1997 97-480Date: Action:

OTHER FILING/PLEADING
At&t's Comments And Rate Design Proposal Faxed By Susan Proctor. Dd Contains Confidential Information. 
Envelope #96 (11).  Dd Hard Copy Rec'd 12/18/97.  Dd 

12/16/1997Date: Action:

OTHER FILING/PLEADING
Staff's Settlement Proposal For Resolution Of Rate Spread And Rate Design Filed By Lance Ball.  All Confidential,
Locked In Envelope 96(12).  Dd

12/16/1997Date: Action:

OTHER FILING/PLEADING
Copy Of Mcim's Third Request For Information To Uswc Filed By Shanti Breznau.  Dd
12/12/1997Date: Action:

PETITION TO INTERVENE
American Telephone Technology, Inc's (att) Petition To Intervene Out Of Time Faxed By Keith Kutler.  Dd Hard
Copy Rec'd 12/12/97.  Dd

12/11/1997Date: Action:

OTHER FILING/PLEADING
Frontier Telemanagement Inc. & Enhanced Telemanagement Inc's (fte) Petition To Intervene Out Of Time Faxed
By Keith Kutler. Dd Hard Copy Rec'd 12/11/97.  Dd 

12/10/1997Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley's Memorandum Notifying Parties Of Inclusion Of "chip In" Charge To The Rate Design Phase Of This
Docket.  Copies Served 12/5/97.  Dd

12/5/1997Date: Action:

OTHER FILING/PLEADING
Copy Of Frontier's First Data Request To Uswc Filed By Keith Kutler.  Dd
12/5/1997Date: Action:

OTHER FILING/PLEADING
At&t's Signatory Page Of Protective Order No. 96-045, Executed By Janet Browne, Arleen Starr, Warren R.
Fisher, And Catherine A. Robertus, Filed By Susan Proctor. Ph

11/25/1997Date: Action:

OTHER FILING/PLEADING
Staff Report For 12/2/97 Public Meeting Recommending That Transmittal No. 97-37-pl "chip In Charge" Be
Allowed To Go Into Effect Subject To Investigation And Refund Filed By Jim Stanage. Dd 

11/24/1997Date: Action:

ORDER
Order No. 97-441 Signed By Ron Eachus, Roger Hamilton And Joan Smith Ordered That The Chip In Charge &
Lidb From 97-037-pl Will Be Treated Separately; Lidb Rate From 97-037-pl Supplemental Goes Into Effect,
Effective 12/5/97, Subject To Refund; Statuatory Notice Waived; Proposed Lidb Rate Part Of This Case. 
Served11/18

11/17/1997 97-441Date: Action:

OTHER FILING/PLEADING
From 11/04/97 Public Meeting, Item 4, Advice No. Pl-037-pl Filed. Dd
11/4/1997Date: Action:

37 of 49



Summary Report Printed: 9/25/2009

UT 125 U S WEST COMMUNICATIONS INC

Oregon Public Utility Commission

OTHER FILING/PLEADING
Copy Of Mcimetro's Second Request For Information To Uswc Filed By Shanti Breznau.  Dd
10/28/1997Date: Action:

ORDER
Order No. 97-384 Signed By Vikie Bailey Goggins Ordered That Advice No. 1684/transmittal No. 97-029-pl Filed
By Uswc On 08/22/97 Is Suspended For A Period Of Time Not To Exceed 6 Mos. From 10/01/97.  Copies Served
10/02/97.  Dd 

10/1/1997 97-384Date: Action:

MOTION
Uswc's Motion To Admit Counsel Pro Hac Vice (norton Cutler) Filed By Lawrence Reichman.  Dd
9/25/1997Date: Action:

OTHER FILING/PLEADING
Staff Report For The September 30, 1997, Public Meeting Recommending Suspension For Advice No. 1684 And
Transmittal No. 97-029-pl For An Initial Period Of 6 Months Filed By Lance Ball. Dd 

9/25/1997Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley's Phc Memo Setting Schedule For Phase Ii And Stating That All Parties In Phase 1 Are Parties In
Phase Ii.  10/1/97- Tariffs Suspended For 6 Mos; 12/16-st &ins Settlement Proposals; 1/14-1/16/98-settlement
Conf; 2/2-staff Files Issues List; 3/6- Staff & Intervenors File Direct Testimony; Continued

9/19/1997Date: Action:

LAW JUDGE RULING/MEMORANDA
Continued:  3/31-2nd Suspension Of Tariffs; 4/1-all Parties Rebuttal Testimony; 4/20-hearing Begins; 6/30-2nd
Suspension Ends.  Copies Served 09/19/97.  Dd

9/19/1997Date: Action:

MOTION
At&t Motion To Admit Counsel Pro Hac Vice, Susan Proctor, Filed By Keith Kutler.  Dd Hard Copy Rec'd 09/18/97.
Dd

9/17/1997Date: Action:

CONFERENCE
Status Conference Rescheduled - Notice Mailed 8/26/1997. Kjh Begin: 09/18/1997        End:  09/18/1997 City: 
Salem          Room: Main Hearing Room   Time: 9:30 Am Bldg:  Puc Addr:  550 Capitol Street Ne    Court
Reporter:

8/26/1997Date: Action:

OTHER FILING/PLEADING
Revisions To The The Access Service Tariff; Exchange And Network Services Tariff And Price List; And The
Private Line Transport Services Price List. Proposed Effective Date Of October 1, 1997. Filed By Us West. (no
Signature On Cover Letter) 

8/22/1997Date: Action:

BRIEF
Trial Brief Of Us West Submitted With The Rate Design Filing, And Includes Exhibit A Setting Forthe The
Information Required By Oar 860-013-0075(1)(c).  Filed By Reichman.   Kjh

8/22/1997Date: Action:

TESTIMONY & EXHIBITS
Direct Testimony Of Mary S. Owen For Us West, And Exhibits 1012 Thru 1024.  Kjh
8/22/1997Date: Action:

TESTIMONY & EXHIBITS
Direct Testimony Of Barbara M. Wilcox For Us West, And Exhibits 1026 Thru 1040.  Kjh
8/22/1997Date: Action:

TESTIMONY & EXHIBITS
Direct Testimony Of Karen A. Baird For Us West.  Kjh
8/22/1997Date: Action:

TESTIMONY & EXHIBITS
Direct Testimony Of Rober H. Brigham For Us West. Confidential Documents 1003/pages 1-60. 1004/pages 1-4,
1005a, 1005b, 1006a,       1006b, 1007a, 1007b, 1008a, 1008b, 1009a, 1009b, 10010a, 10010a Filed In Locked
Cabinet In Envelope 96(9).  Kjh 

8/22/1997Date: Action:

APPEAL
Copy Of Letter From Court Stating Denying Uswc Request To Include Comments Of Commissioner Hamilton
Made On Opb And Allowing Add'l Evidence Offered Of Actual Income And Expenses.  Dd

8/21/1997Date: Action:

OTHER FILING/PLEADING
At&t Signatory Page To Protective Order No. 96-045 Executed By Craig P Secrest Filed By Debbie Reed.  Dd
8/18/1997Date: Action:

CONFERENCE
Notice Of Reassignment Of Status Conference - Mailed 8/4/1997 Ph Begin Date:  09/18/1997 Ending Date:
09/18/1997 Main Hearing Room, 9:30 A.m. Court Reporter Needed (gregor Ralston Called) Ph

8/4/1997Date: Action:
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APPEAL
Copy Of Puc's Reply To Plaintiff's Motions To Present Additional Evidence Filed By W Benny Won.  Dd
8/4/1997Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley's Ruling Granting Uswc's Motion For An Extension Of Time Until 08/22/97 To File Rate Design Portion
Of Case.  Copies Faxed To Parties On 07/31/97 And Mailed 07/31/97.  Dd

7/31/1997Date: Action:

MOTION
Uswc Motion For Extension Of Time Through 08/12/97 To Make Rate Design Filing Faxed By Lawrence
Reichman.  Dd Hard Copy Rec'd 07/31/97.  Dd

7/30/1997Date: Action:

OTHER FILING/PLEADING
Mci's Signatory Page To Protective Order No. 96-045 Executed By Matthew I. Kahal Filed By Abby Miles,
Assistant To Lisa Rackner. Dd

7/28/1997Date: Action:

CONFERENCE
Status Conference - Notice Mailed 7/25/1997. Ph Begin: 09/04/1997        End:  09/04/1997 City:  Salem
Room: Main Hearing Room   Time: 9:30 Am Bldg:  Puc Addr:  550 Capitol Street Ne    Court Reporter:

7/24/1997Date: Action:

APPEAL
Copy Of Uswc Letter To Doj Including Uswc Motion To Present Additional Evidence Presently Scheduled For
08/13/97, Reply Due Within 10 Days Filed By Lawrence Reichman.  Dd

7/24/1997Date: Action:

APPEAL
Copy Of Case Record To Judge Norblad, Marion County Court.  Dd
7/24/1997Date: Action:

APPEAL
Copy Of Doj Letter To Judge Norblad Outlining Puc's Two Objections To Uswc Proposed Form Of Order Staying
Puc Order No. 97-171 Filed By W Benny Won.  Dd

7/17/1997Date: Action:

OTHER FILING/PLEADING
Mci's Signatory Page To Protective Order 96-045 Executed By Robert A Mercer, Nina W. Cornell, & Eileen
Siemek Filed By Abby Miles, Assistant To Lisa Rackner.  Dd

7/17/1997Date: Action:

APPEAL
Copy Of Doj Letter To Uswc Lawrence Reichman Agreeing With Keith Kutler's Comments About Scope Of Stay
And Agreeing That All References To Order Nos. 96-183 & 96-286 Should Be Deleted Filed By Benny Won.  Dd 

7/11/1997Date: Action:

APPEAL
Copy Of Judge Norblad's Letter To Parties Stating Court Will Grant The Stay Of Order  No. 97-171; Will Not
Require A Bond; And Will Allow Time For Uswc/parties To Brief On Issue Of Rate Of Interest Faxed By Benny
Won.  Dd 

7/2/1997Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley's Ruling Granting Uswc Motion For An Extension Until August 1, 1997.  Copies Served 07/1/97.  Dd
7/1/1997Date: Action:

APPEAL
Copy Of Uswc Fax To Judge Norblad Stating That Uswc Will Consent To 11.2% Interest On Any Refund It
Ultimately Makes Should The Court Grant A Stay Faxed By Lawrence Reichman.  Dd

6/27/1997Date: Action:

APPEAL
Uswc's Reply Memorandum In Support Of Its Motion For Stay Faxed By Lawrence Reichman.  Dd
6/24/1997Date: Action:

APPEAL
Copy Of Puc's Reply To Uswc Motion For Stay, Orcp 21 Motions To Strike And Make More Definite & Certain,
Oral Argument Requested & Memorandum In Support Of Orcp 21 Motions Filed By Michael Weirich.  Dd 

6/23/1997Date: Action:

APPEAL
Copy Of Uswc's Motion For Admission Pro Hac Vice Of Sherilyn Peterson Filed By Lawrence Reichman.  Dd
6/20/1997Date: Action:

MOTION
Staff's Response To Uswc's Motion For Extension Of Time, Not Opposing Motion Provided Uswc Files Its Rate
Design No Later Than August 1, 1997 Filed By Benny Won.  Dd

6/19/1997Date: Action:

MOTION
Uswc's Motion For Extension Of Time In Which To File Rate Design Portion Of Docket Filed By Molly Hastings. 
Dd

6/12/1997Date: Action:
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APPEAL
Copy Of Uswc Motion To Stay The Operation Of Order No. 97-171 & Supporting Affidavits Filed With Marion
County Court Filed By Chin See Ming.  Dd

6/10/1997Date: Action:

APPEAL
Summons Received , Marion County Court, No. 97c12010, Attorney For Uswc Is Chin See Ming Of Perkins Coie. 
Dd

6/6/1997Date: Action:

OTHER FILING/PLEADING
Mci's Signatory Pages To Protective Order 96-045 Executed By Chandan Choudhary, Robert W. Nichols, Charles
B Hecht, Joseph P Benkert And Sandra K Numedahl Filed By Abby Miles.  Dd

6/5/1997Date: Action:

ORDER
Order No. 97-171 Signed By Roger Hamilton, Ron Eachus & Joan Smith Ordered A Reduction In Revenue
Requirement, A Refund To Ratepayers And A 10.2% Rate Of Return; Ending This Phase Of Case. Rate Design
Phase Will Follow.  Copies Served 05/20/97.  Dd 

5/19/1997 97-171Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley's Ruling Denying Uswc's January 27th Motion To Strike Copies Served 05/05/97.  Dd
5/5/1997Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley's Ruling Granting Uswc's Request For An Extension Until 7/1/97 To File Rate Design Portion Of Case.
Copies Served 04/10/97.  Dd

4/9/1997Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley's Ruling Granting Tcg Oregon (tcg) Petition To Intervene.  Dd
4/9/1997Date: Action:

OTHER FILING/PLEADING
Staff Letter Of No Objection To Uswc Petion For Delay In Filing Filed By Michael Weirich.  Dd
4/7/1997Date: Action:

OTHER FILING/PLEADING
Uswc's Petition For Delay Filed By Molly Hastings.  Dd
4/2/1997Date: Action:

OTHER FILING/PLEADING
Mci's Signatory Page To Protective Order No 96-045 Executed By Michael Hydock Filed By Abby Miles For Lisa
Rackner.  Dd

3/26/1997Date: Action:

PETITION TO INTERVENE
Tcg's Petition To Intervene And Signatory Page To Protective Order 96-045 Executed By Karen Notsund, Michael
Morris & Deborah Waldbaum Faxed By Keith Kutler.  Dd Hard Copy Filed 03/12/97.  Dd 

3/11/1997Date: Action:

BRIEF
Staff's Brief On Cash Flow & Enterprise Value Filed By Joseph T. Mcnaught.  Dd
2/20/1997Date: Action:

BRIEF
Uswc's Brief Re Impact Of Staff's Proposed $100 Million Rate Reduction On Uswc's Oregon Intrastate Operations
Filed By Molly Hastings.  Dd

2/19/1997Date: Action:

OTHER FILING/PLEADING
Staff's Appendix A To Cost Of Capital Brief Inadvertently Omitted From Filing Of 01/31/97 Filed By Joseph T
Mcnaught.  Dd

2/12/1997Date: Action:

MOTION
Staff's Reply To Uswc's Motion To Strike Filed By Michael Weirich.  Dd
2/10/1997Date: Action:

TRANSCRIPT
Transcript Of January 29, 1996 Hearing & 2 Copies, (129 Pages) Filed By Martin Hauge.  Dd
2/5/1997Date: Action:

BRIEF
Uswc's Cost Of Capital Issues Brief And Reply Brief Filed By Molly Hastings.  Dd
1/31/1997Date: Action:

BRIEF
Staff's Cost Of Capital Brief Filed By Joseph Mcnaught.  Dd
1/31/1997Date: Action:

BRIEF
Staff's Reply Brief Filed By W Benny Won, Michael Weirich, & Joseph Mcnaught.  Dd
1/31/1997Date: Action:

BRIEF
At&t's Brief Faxed By Keith Kutler.  Dd Hard Copy Rec'd 01/31/97.  Dd
1/30/1997Date: Action:
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OTHER FILING/PLEADING
Notice Of Appearance For Mfs Intelenet, Inc. That Sara Siegler- Miller Will Appear On Behald Of Mfs Intelenet
Filed By Sara Siegler Miller.  Dd

1/29/1997Date: Action:

OTHER FILING/PLEADING
Uswc's Letter To Judge Crowley Regarding Mr. Mcnaught's Letter Of 01/22/97 And Testimony To Be Given At
01/29/97 Hearing Faxed By Molly K Hastings.  Dd

1/28/1997Date: Action:

PETITION TO INTERVENE
Octa's Withdrawal Of Intervention Filed By Sara Siegler Miller. Dd
1/27/1997Date: Action:

MOTION
Uswc's Motion To Strike Portions Of Staff's Opening Brief Filed By Molly K Hastings.  Dd
1/27/1997Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj's Memorandum Re: Cross Examination Schedule.  Hearing On Jan. 29 Will Start At 9:30 A.m.  Mailed
01/23/1997. Ph

1/23/1997Date: Action:

OTHER FILING/PLEADING
Uswc's Cross Examination Statement Filed By Molly Hastings.  Dd
1/22/1997Date: Action:

OTHER FILING/PLEADING
Staff's Cross Exam Statement Filed By Joseph T Mcnaught.  Dd
1/22/1997Date: Action:

OTHER FILING/PLEADING
Staff's Corrected Table Of Contents Filed By Benny Won.  Dd
1/14/1997Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj's Memorandum Re: Schedule Of Witnesses Subject To Cross Examination On 1/29 And 30/1997. Also,
Requesting Cross Examination Statements, Evidentiary Objections And Any Pre Filed Testimony Subject To, Be
Filed By 1/22/97. Ph 

1/14/1997Date: Action:

BRIEF
Uswc's Brief Filed By Molly Hastings.  Dd
1/10/1997Date: Action:

BRIEF
Staff's Opening Brief Filed By Benny Won, Joseph Mcnaught, & Mike Weirich.  Dd  Disks Included.  Confidential
Portions In Locked Cabinet, 96(8).

1/10/1997Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Us West Letter Indicating Witnesses Baird & Cummings Can Confirm The Subject To Check References Directed
To Them. Filed By Molly K Hastings. Pf

1/7/1997Date: Action:

HEARING
Hearing Scheduled  Notice Mailed 01/06/1997 Ph Begin: 01/29/1997        End:  01/30/1997 City:  Salem
Room: Small Hearing Room  Time: 9:00 Am Bldg:  Puc Addr:  550 Capitol Street Ne

1/3/1997Date: Action:

OTHER FILING/PLEADING
Usw/162 Deposition Of Jack Breen On9/12/96 And Usw/163 Deposition Of Evan White On 9/12/96 Filed By Mike
Weirich.  Dd

12/31/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj's Memorandum Re: Subject To Check Items As Mentioned In The 12/16/1996 Hearing Transcript; Have These
Items Been Cleared?  Ph Copies Served 12/26/1996. Ph 

12/26/1996Date: Action:

TRANSCRIPT
Transcript Of Hearing Dated December 16, 1996 (187 Pages)+ Disk, Submitted By Gregor Ralston. Copy Sent To
Benny Won 1/6/97. Ph Copies Distributed To Utility Staff. Ph Confidential Excerpts 14 Pages.  To Locked Cabinet.
Dd

12/24/1996Date: Action:

TRANSCRIPT
Staff's Corrections To Transcripts Of Hearings Held 11/4-14/96 Filed By Benny Won.  Dd
12/17/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj's Ruling: Mfs's Petition To Intervene Granted, Copies Served 12/13/1996. Ph
12/13/1996Date: Action:
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LAW JUDGE RULING/MEMORANDA
Alj Memorandum Re: Change In Witness Schedule: Cancelling 1/7/97 And Adding 1/29 & 30/97, Begin At 9am. Ph
Copies Served 12/11/1996. Ph

12/11/1996Date: Action:

BRIEF
Second Stipulation Executed By Molly Hastings And Benny Won Filed By Benny Won.  Dd
12/11/1996Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Staff's Statement Of Planned Crossexamination Of Us West And At&t  Filed By Joseph T Mcnaught. Pf
12/9/1996Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Us West's Cross Examination Statement Filed By Molly Hastings. Pf (fax Received 12/6; Hard Copy 12/9)
12/9/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley's Memorandum Setting Out Order Of Witnesses For Hearing.  Copies Served 12/10/97.  Ph
12/9/1996Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
At&t's Letter Estimating Cross Examination Of Uswc Witness Peter Cummings To Require 15 Min. Filed By Keith
L. Kutler,davis Wright Tremaine. Pf

12/6/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj's Memorandum Re: X Examination Statements, Hearing Schedule And Dec. 9, 1996 Is The Deadline For
Evidentiary Objections To The Testimony Subject To X Examination; Dec. 12, 1996 Is Deadline For Parties
Responding To Objections. Ph Copies Served 12/03/1996. Ph

12/3/1996Date: Action:

TESTIMONY & EXHIBITS
At&t's Surrebuttal Testimony Filed By Keith L Kutler.  Dd Hard Copy Rec'd 12/3/96.  Dd
12/2/1996Date: Action:

TESTIMONY & EXHIBITS
Staff's Surrebuttal Testimony Of John S Thornton Jr Filed By Joseph Mcnaught.  Dd
12/2/1996Date: Action:

TRANSCRIPT
Six Volume Transcript And One Copy Of Hearings Held November 4-7 And November 14, 1996 (1166 Pages)
Submitted By Martin Hauge And Gregor Ralston.  Confidential Portion Of Volume 3 In Locked Cabinet Envelope
96 (6).  Dd 

12/2/1996Date: Action:

TESTIMONY & EXHIBITS
Staff Supplemental Testimony Of Terry J. Lambeth. Ph
11/27/1996Date: Action:

OTHER FILING/PLEADING
At&t's Signatory Page To Protective Order 96-045 Executed By George P Carter Iii Filed By Keith L Kutler.  Dd
11/26/1996Date: Action:

PETITION TO INTERVENE
Mfs Communications Company's Petition To Intervene Filed By Richard Rindler.  Dd
11/22/1996Date: Action:

MOTION
Uswc's Motion To Associate Counsel Pro Hac Vice Supported By Affidavit Of Sherilyn Peterson, Filed By James
Van Nostrand. Ph

11/8/1996Date: Action:

MOTION
Uswc's Motion To Associate Counsel Pro Hac Vice Supported By The Affidavit Of Richard Coyle, Filed By James
Van Nostrand. Ph

11/8/1996Date: Action:

MOTION
Uswc's Motion To Associate Counsel Pro Hac Vice Supported By The Affidavit Of Doug Owens, Filed By James
Van Nostrand. Ph

11/8/1996Date: Action:

MOTION
Uswc's Motion To Associate Counsel Pro Hac Vice Supported By Affidavit Of Kimberly Jones, Filed By James Van
Nostrand. Ph

11/8/1996Date: Action:

TESTIMONY & EXHIBITS
Staff Testimony Of Terry Lambeth, Evan White & Cynthia Van Landuyt.  Confidential Information So In Locked
Cabinet, Folder #96 (5).  Dd

11/8/1996Date: Action:

TESTIMONY & EXHIBITS
Corrected Pages To Staff Testimony Of Turner Rec'd At Hearing. Dd
11/8/1996Date: Action:

42 of 49



Summary Report Printed: 9/25/2009

UT 125 U S WEST COMMUNICATIONS INC

Oregon Public Utility Commission

HEARING
Notice Of Hearing Dec. 16 & 17, 1996 Small Hearing Room Notices Mailed 10/31/1996. Ph Court Reporter
Requested.

10/31/1996Date: Action:

HEARING
Hearing Scheduled Begin: 01/07/1997        End:  01/07/1997 City:  Salem          Room: Small Hearing Room 
Time: 9:30 Am Bldg:  Puc Addr:  550 Capitol Street Ne

10/31/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Letter To Molly Hastings, Uswc, And Benny Won, Staff Regarding Schedule Of Witnesses For Hearing
Beginning 11/04/96 Filed By Ruth Crowley.  Faxed To Molly & Benny On 10/31/96.  Dd

10/31/1996Date: Action:

OTHER FILING/PLEADING
Uswc Fax Regarding Order Of Witnesses For Cross Exam Filed By Molly Hastings.  Dd
10/30/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Ruling By Ruth Crowley Granting Staff Motion To File Surrebut Tal Testimony And Stating Additional Hearing
Dates May Be Set. Copies Faxed To Usw & Staff On 10/28/96 And Mailed To Service List On 10/29/96.  Dd 

10/28/1996Date: Action:

MOTION
Uswc's Opposition To Puc Staff's Motion To File Surrebuttal Testimony And Motion To Strike Uswc's Testimony,
Filed By James Van Nostrand.  Ph Hard Copy Rec'd 10/30/96.  Dd 

10/25/1996Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Uswc's Letter Re Witness List, Signed By Molly Hastings. Ph
10/25/1996Date: Action:

OTHER FILING/PLEADING
Staff's Statement Of Planned Cross Examination Filed By Benny Won Dd Hard Copy Rec'd 10/22/96.  Dd
10/22/1996Date: Action:

OTHER FILING/PLEADING
Copy Of Complaint From Consumer Services Section Of Puc Filed By Clackamas County And Request To Be
Added To Service List.  Dd

10/22/1996Date: Action:

OTHER FILING/PLEADING
Eli Letter Stating It Will Not Conduct Any Cross Examiniation In The Revenue Requirement Phase Of This
Proceeding Filed By Rob Mcmillin.  Dd Hard Copy Rec'd 10/22/96.  Dd Hard Copy With Service List Attached
Rec'd 10/23/96.  Dd

10/21/1996Date: Action:

OTHER FILING/PLEADING
U S West's Errata Pages To Its Reply Testimony:  Replacement Exhibit Usw 54 To Mr Lenard's Testimony,
Replacment Exhibit Usw/64 To Mr Inouye's Testimony & Replacement Maher/7 To Usw/108 (lines 3-5) Filed By
Penny Bewick For Molly Hastings.  Dd 

10/21/1996Date: Action:

OTHER FILING/PLEADING
Uswc's Cross Examination Statement Filed By Molly Hastings.  Dd
10/21/1996Date: Action:

PUBLIC COMMENT
Customer Comments Against Increase Forwarded From Consumer Services Filed By Cathie Judd.  D
10/18/1996Date: Action:

MOTION
Puc Staff's Motion To File Surrebuttal Testimony; Motion To Strike Uswc Testimony, Filed By W. Benny Won. Ph
10/18/1996Date: Action:

PUBLIC COMMENT
Comments From Tony Wagner As Relay By Marilyn In Consumer Srvcs That He Believes Requested Rates Too
High.  Wants To Be Added To Service List.  Dd

10/11/1996Date: Action:

TESTIMONY & EXHIBITS
U S West's Reply Testimony Filed By Molly K Hastings.  Dd Confidential Documents From Original In Locked
Cabinet, Envelope 96(3). Testimony Of Lenard, Wilcox, Maher, Mulcahy, Cummings, Laube, Leal, Ciuba, Lopez
Harris, Koehler-christensen, Inouye, Gobat, Jones, Markwell, Bystrzycki, Faurot, Solso & Passmore.  Dd

10/7/1996Date: Action:

HEARING
Hearing Scheduled Begin: 11/04/1996        End:  11/15/1996 City:  Salem          Room: Main Hearing Rm     Time:
9:30 Am Bldg:  Puc Addr:  550 Capitol Street Ne    Notices Sent 10/04/1996. Ph

10/4/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley's Memorandum Re: Nov. 4 Thru 15 Hearing. Served 10/04/1996. Ph
10/4/1996Date: Action:
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PETITION TO INTERVENE
Mci's Petition To Intervene In Phase Ii Filed By Lisa Rackner. Dd Hard Copy Recd 09/20/96.  Dd
9/19/1996Date: Action:

PETITION TO INTERVENE
Northwest Payphone Association's Petition To Intervene Filed By James F Dulcich.  Dd
9/13/1996Date: Action:

OTHER FILING/PLEADING
Signatory Page Pursuant To Order No. 96-045 Executed By Martin Hauge, Court Reporter Filed By Martin Hauge.
Dd

9/12/1996Date: Action:

OTHER FILING/PLEADING
Uswc Letter Notifying Puc Staff Witnesses Birko, Myers, Anderson, Breen, Riordan And White That They Will Be
Deposed On 9/12/96 And Continuing To 9/13, If Nec, Filed By James Van Nostrand, Of Counsel. Jl 

9/3/1996Date: Action:

OTHER FILING/PLEADING
U S West Signatory Page From Order No. 96-045 Executed By Molly Hastings, Joann Ward, Dana Rasmussen,
Lissa Anderl,penny Bewick, Sheila Harris, Kathleen Brady, Bruce Hall, D K Mason, Douglas Owens, Carl Inouye,
Diane Mcdougall, Janice Franett, Philip Grate, Kevin Macwilliams, Ann Koehler-christensen, James   Cont.

9/3/1996Date: Action:

OTHER FILING/PLEADING
Continued:  Mcwhirter And Margaret Barrington, Filed By Penny Bewick.  Jl
9/3/1996Date: Action:

TRANSCRIPT
Original Transcript Of Prehearing Conference Held 08/28/96,14 Pages, Filed By Martin Hauge. Jl
9/3/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Prehearing Memorandum Adopting Uswc's Motion For An Extension And Adopting Schedule: Pets To
Intervene 9/19/96; Status Conf 12/18/96; Uswc Files Rates & Test 5/1/97; Staff & Intervenors Pub Settlement
Proposal 6/12/97; Settle Conf 65/23-26/97; Staff Files Issues List 7/10/97; Staff & Intervenors Publish Dir  Cont

9/3/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Continued: Testimony 8/8/97; All Parties Publish Rebuttal Testimony 9/5/97; Hearing 9/15/97. Enclosed Updated
Service List.  Copes Served 09/03/96.  Jl

9/3/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Ruling Granting Petitions To Intervene Of Tracer And Scs. Copies Served 08/29/96.  Jl
8/28/1996Date: Action:

MOTION
U S West's Motion For An Extension Of Time To Submit A General Rate Filing, Faxed By Penny Bewick For Molly
Hastings. Jl Hard Copy Received 08/27/1996.  Jl

8/27/1996Date: Action:

TESTIMONY & EXHIBITS
Staff Testimony Of Terry Lambeth, John Thornton, Woody Birko, Tom Turner, E R Dolan, Cynthia Van Landuyt,
Tom Riordan, Evan White, Mike Myers, Marion Anderson, Jack Breen, Lance Ball, Sterling Sawyer, Ed Morrison
And Tom Harris. Contains Confidential Material In Env #96(3).  Jl

8/8/1996Date: Action:

OTHER FILING/PLEADING
U S West's Signatory Page Of Order No. 96-045 Executed By Penny Bewick, Sheila M Harris, Kathleen Brady
And Bruce Hall. Jl

8/8/1996Date: Action:

CONFERENCE
Prehearing Scheduled       Copies Served 07/25/96 Begin: 08/28/1996        End:  00/00/0000 City:  Salem
Room: Main Hearing Rm     Time: 9:30 Am Bldg:  Puc Addr:

7/25/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Crowley's Ruling Granting TRACER's and SCS's Petitions to Intervene.

Copies served by Patricia M. Herzberg on 7/5/96.

7/5/1996Date: Action:

MOTION
Staff's Motion For Extension Of Time From July 3 To July 17 In Which To Submit A Consolidated Issues List For
The Revenue Requirement Phase, Filed By Benny Won. Jl

7/1/1996Date: Action:

TESTIMONY & EXHIBITS
Uswc's Supplemental Exhibit Usw/51.  Portions Are Confidential And Will Be Filed Under Protective Order 96-945
Filed In Envelope #96(2).  Ph

6/28/1996Date: Action:
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OTHER FILING/PLEADING
Octa's Signatory Page From Protective Order No. 96-045 Executed By Sara Siegler Miller. Jl
6/26/1996Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Mci's Letter Faxed By Lisa Rackner Re: Mci Unable To Attend The Settlement Conference Scheduled 6/24
Through 28.  Ph Hard Copy Received 6/24/1996.  Ph

6/21/1996Date: Action:

OTHER FILING/PLEADING
Octa's Signatory Page From Protectiver Order No. 96-045 Executed By Dr. Carl E Hunt, Filed By Sara Siegler
Miller. Jl

6/20/1996Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Mci's Signatory Page To Protective Order 96-045 Signed By Nina Cornell,mci's Economist Expert. Filed By Shanti
Breznau For Lisa Rackner. Pf

6/13/1996Date: Action:

PETITION TO INTERVENE
Shared Communications Services Inc's Petition To Interven In Phase Ii Filed By Beth K Kaye. Pf
6/13/1996Date: Action:

PETITION TO INTERVENE
Telecommunication Ratepayers Assoc. For Cost Based And Equitable Rates (tracer) Petition To Intervene Filed
By Kirk Gibson.  Ph

6/7/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Ruling By Ruth Crowly, Motion To Amend Scheduled Denied. Copies Served 6/6/96. Ph
6/6/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Ruling By Ruth Crowley, Granting Motion, New Schedule Adopted.  Copies Served 6/5/96. Ph
6/5/1996Date: Action:

OTHER FILING/PLEADING
Staff's Reply To Mci's Response To Uswc's Request To Further Revise Schedule.  Filed By Joseph Mcnaught,
Atty/doj. Ph

6/4/1996Date: Action:

OTHER FILING/PLEADING
Cub's Reply To Uswest's And The Staff's Response To Aarp's Motion To Amend The Schedule.  Filed By Jason
Eisdorfer. Ph

6/4/1996Date: Action:

MOTION
Us West's Motion To Associate Counsel For This Case And Accompany Ing Affidavit For Molly Hastings Filed By
James M Van Nostrand Of Perkins Coie. Pf

6/3/1996Date: Action:

MOTION
Aarp's Reply Memorandum On Motion To Amend Schedule 5/30/96. Filed By Linda K. Williams. Ph Hard Copies
Received 6/3/96. Ph

6/3/1996Date: Action:

OTHER FILING/PLEADING
Cub's Reply To Uswc's And The Staff's Response To Aarp's Motion To Amend The Schedule.  Filed By Jason
Eisdorfer. Ph

6/3/1996Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Aarp's Request Through Linda K. Williams, Atty, To Not Issue Order Until They Have Had Opportunity To Reply. 
Ph

5/31/1996Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Doj's Letter Asking If Prehearing Set For June 3, 1996 Will Be Rescheduled Due To Delay In Order On Um 351. 
Letter Written By Joseph Mcnaught. Ph Hard Copies Received. Ph 

5/29/1996Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
Aarp's Letter Of Intent To Reply By 5/31/1996 And Asks That Puc Not Issue An Order Until It Has Had Opportunity
To Respond To Misconceptions. Letter Signed By Linda K. Williams, Attorney For Aarp. Ph 

5/29/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Clarification On Hearing Schedule Issued By Ruth Crowley, Alj. Copies Served 5/29/1996. Ph
5/29/1996Date: Action:

OTHER FILING/PLEADING
Mci's Response To Us West's Request To Further Revise Schedule, Filed By Lisa Rackner.  Ph Hard Copies
Received 5/31/1996. Ph

5/28/1996Date: Action:
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OTHER FILING/PLEADING
Staff's Response To Us West's Request To Further Revise Schedule Filed By Joseph T. Mcnaught, Doj. Ph
5/24/1996Date: Action:

OTHER FILING/PLEADING
Uswc's Response To The American Association Of Retired Person (aarp) Motion To Amend Schedule.  Filed By
Molly Hastings. Ph

5/23/1996Date: Action:

MOTION
Staff's Response In Opposition To Aarp's Motion To Amend Schedule For Additional Public Hearings.  Filed By
Michael Weirich, Doj.  Ph

5/22/1996Date: Action:

MOTION
Reply Of Us West Communications Inc. To Staff's Motion To Revise Schedule Filed By Molly Hastings.  Ph
5/15/1996Date: Action:

MOTION
Aarp Motion To Amend Schedule Filed By Linda K. Williams. Ph Hard Copy Received 05/14/1996. Ph
5/14/1996Date: Action:

OTHER FILING/PLEADING
Mci's Signatory Page From Protective Order 96-045 Signed By Lisa Rackner And Paul Cogrove, New Local
Counsel For Oregon Regulatory Matters Filed By Cynthia Liles.  Pf

5/8/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Crowley Ruling Granting Electric Lightwave's Petition To Intervene.  Served 5/7/96. Pf
5/6/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Ruling Granting Staff Motion To Revise Schedule To: Staff/ Intervenors Settlement Proposals 6/11/96; Settle
Conf 6/17-6/21; Consolidated Issues Ist On Rev Req 6/26/96; Staff/intervenors Direct Test 8/01/96; Rebuttal Test
9/30/96; Hearing 10/28/96. Copies Served 05/02/96. Jl

5/1/1996Date: Action:

MOTION
Staff's Motion To Revise Schedule, Filed By Joseph Mcnaught. Jl
4/30/1996Date: Action:

OTHER FILING/PLEADING
At&t's Signatory Page From Protective Order No. 96-045 Executed By Susan Proctor, Filed By Susan Proctor. Jl
4/29/1996Date: Action:

OTHER FILING/PLEADING
Letter Withdrawing Preston Gates & Ellis From Its Repesentation Of Mci And Mic Metro; Please Lisa Rackner And
Paul Cosgrove, Lindsey Hart Neiland Weigler As Counsel And Retains Roger Pena; Ms Kaye Remains Of Interest
Personally, Filed By Beth Kaye. Jl 

4/26/1996Date: Action:

OTHER FILING/PLEADING
At&t's Signatory Page From Protective Order Executed By Mark P Trinchero, Patricia A Raskin, Filed By Patricia
Raskin. Jl

4/15/1996Date: Action:

PETITION TO INTERVENE
Eli's Petition To Intervene, Filed By Ellen Deutsch.  Jl
4/15/1996Date: Action:

OTHER FILING/PLEADING
Copy Of At&t Letter to  Uswc Requesting Uswc Responses To Staff Data Requests 64 & 65 Filed By Susan
Proctor.  Jl

4/15/1996Date: Action:

ORDER
Order No. 96-094 Signed By Ron Eachus, Joan Smith, Roger Hamilton Amending Order No. 91-1598 In Docket Ut
80 To Allow Us West To Submit The Rate Design Portionof Its General Rate Filing Under Ors 759.180 No Later
Than 90 Days After The Service Date Of The Order In Um 351. Copies Served 04/10/96.  Jl

4/5/1996 96-094Date: Action:

ORDER
96-082 Entered 4/2/96 Signed By Commissioners Hamilton & Smith; Motion To Compel Granted, Motion For
Additional Protective Order Denied; Motion To Strike Testimony Conditionally Granted. Pf

4/2/1996 96-082Date: Action:

OTHER FILING/PLEADING
Staff Notice That Discovery Disputes Will Likely Revise Schedule. Letter Filed By Joseph T Mcnaught, Asst. Ag. 
Pf

3/28/1996Date: Action:

MOTION
Staff's Response To Uswc's Motion For Protective Order; Staff's Reply To Uswc's "opposition" To Staff's Motion
To Compel, Filed By Joseph Mcnaught. Jl

3/27/1996Date: Action:

46 of 49



Summary Report Printed: 9/25/2009

UT 125 U S WEST COMMUNICATIONS INC

Oregon Public Utility Commission

LAW JUDGE RULING/MEMORANDA
Alj Ruling Granting Petitions To Intervene Of Mci, Mci Metro,` At&t, Oct, Gte, United, Sprint/united, Cub And
Oregon State Legislative Committee Of Aarp.  Copies Served 03/27/96.  Jl

3/27/1996Date: Action:

OTHER FILING/PLEADING
At&t's Signatory Page Of Protective Order No. 96-045 Executed By Patrick Hickey, Natalie Baker, Darlene
Hannon And Viki Seeger, Filed By Susan Proctor. Jl

3/18/1996Date: Action:

TESTIMONY & EXHIBITS
U S West's Supplemental Testimony Of Lawrence D Mcdonald, Containing Confidential Material, Placed In
Locked Cabinet In Envelope No.96 (1), Filed By Penny Bewick For Molly Hastings. Jl 

3/18/1996Date: Action:

OTHER FILING/PLEADING
At&t's Request Of U S West For Its Response To Staff Requests No 26, 28, 29, 31, 37-40, 53, Parts 36, 43 &44,
And 57, Filed By Susan Proctor. Jl

3/18/1996Date: Action:

MOTION
U S West's Motion And Memorandum In Opposition To Motion To Compel, Declarationof Peter C Cummings And
Affidavit Of Sam Torres, Filed By Cheryl Belozer, Asst To Chin See Ming, Of Counsel.  Jl 

3/12/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj's Ruling Granting Petitions To Intervene Of Gte, United, Sprint/united, And Cub. Copies Served 03/11/96.  Jl
3/11/1996Date: Action:

OTHER FILING/PLEADING
Unicom's Signatory Page Of Protective Order Executed By Michael Daughtry, Filed By Michael Daughtry. Jl
3/11/1996Date: Action:

PETITION TO INTERVENE
Aarp's Petition To Intervene Filed By Linda K. Williams. Ph
3/6/1996Date: Action:

MOTION
U S West's Motion For An Extension Of Time To Submit A General Rate Filing, Filed By Molly K Hastings. Jl
3/5/1996Date: Action:

PETITION TO INTERVENE
Mci's Petition To Intervene, Filed By Beth Kaye. Jl
3/5/1996Date: Action:

OTHER FILING/PLEADING
Mci & Mcimetro's Signatory Page From Protective Order No. 96-045 Executed By Roger Pena, William Levis, And
Beth Karan Kaye, Filed By Beth Kaye. Jl

3/5/1996Date: Action:

MOTION
Staff Motion To Compel Discovery; Motion To Strike Testimony Of P Eter C Cummings Or Other Uswci Witnesses
On The Issue Of Cost Of Capitol, Filed By Joseph T Mcnaught, Doj. Pf

2/26/1996Date: Action:

ORDER
Protective Order No. 96-045 Signed By Ruth Crowley, Administrativ Law Judge.  Copies Served 02/22/96.  Jl
2/21/1996 96-045Date: Action:

PETITION TO INTERVENE
Sprint/united's Petition To Intervene, Filed By Seth Lubin. Jl
2/14/1996Date: Action:

PETITION TO INTERVENE
Cub's Notice Of Intervention Filed By Jason Eisdorfer. Jl
2/12/1996Date: Action:

TRANSCRIPT
15 Page Transcript Of Prehearing Conference Held 2/1/96 Along With One Copy Received From Martin Hauge. Jl 
2/5/1996Date: Action:

LAW JUDGE RULING/MEMORANDA
Alj Conference Report Granting Petitions To Intervene Of Mci, Mcimetro, At&t & Octa; Send Internet Addresses To
Judy Legg; Send Testimony With Disks; Enclosed Discovery Guidelines And Set Schedule (see I:schedules). 
Copies Served 02/06/96. Jl 

2/5/1996Date: Action:

PETITION TO INTERVENE
Unicom's Petition For Leave To Intervene, Filed By Michael E. Daughtry.  Jl
2/1/1996Date: Action:

OTHER FILING/PLEADING
U S West Request That A Protective Order Be Issued In This Matter Filed By Molly K Hastings.  Jl
2/1/1996Date: Action:

PETITION TO INTERVENE
Gte's Petition To Intervene, Faxed By Richard Potter. Jl Hard Copy Received 02/05/96.  Jl
1/31/1996Date: Action:
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TESTIMONY & EXHIBITS
Us West's Corrected Exhibit Usw/24.filed By Molly Hastings.  Jh
1/17/1996Date: Action:

HEARING
Prehearing Scheduled Begin: 02/01/1996        End:  02/01/1996 City:  Salem          Room: Main Hearing Rm
Time: 1:30 Pm Bldg:  Puc Addr:

1/17/1996Date: Action:

INITIAL (APPLICATION, COMPLAINT, PETITION)
In The Matter of
U.S. WEST COMMUNICATIONS, INC.
Application for an Increase in Revenues, Filed By Penny Bewick For Molly Hastings.  Direct Testimony Of Carl
Inouye, Phil Grate, Peter C Cummings, Lawrence Mcdonald,& Ann Koehler-christensen.  Cpm To Commission. Jl

12/18/1995Date: Action:

SERVICE LIST:

SPACERINTEGRA TELECOM OF OREGON INC
6160 GOLDEN HILLS DR
GOLDEN VALLEY MN   55416-1020

LON E BLAKE
ADVANCED TELCOM INC
6160 GOLDEN HILLS DR
GOLDEN VALLEY MN   55416

ALEX M DUARTE
QWEST CORPORATION
421 SW OAK ST STE 810
PORTLAND OR   97204

JASON EISDORFER -- CONFIDENTIAL
CITIZENS' UTILITY BOARD OF OREGON
610 SW BROADWAY STE 308
PORTLAND OR   97205

DANIEL FOLEY
AT&T NEVADA
645 E PLUMB LANE B132
PO BOX 11010
RENO NV   89520

BROOKS HARLOW -- CONFIDENTIAL
MILLER NASH LLP
601 UNION ST STE 4400
SEATTLE WA   98101-2352

ROBERT JENKS -- CONFIDENTIAL
CITIZENS' UTILITY BOARD OF OREGON
610 SW BROADWAY STE 308
PORTLAND OR   97205

JASON W JONES
DEPARTMENT OF JUSTICE
REGULATED UTILITY & BUSINESS SECTION
1162  COURT ST NE
SALEM OR   97301-4096

RANDY LINDERMAN
PACIFIC NORTHWEST PAYPHONE
1315 NW 185TH AVE STE 215
BEAVERTON OR   97006-1947

ROBERT MANIFOLD -- CONFIDENTIAL
ATTORNEY AT LAW
6993 VIA VALVERDE
LA JOLLA CA   92037

JAY NUSBAUM
INTEGRA TELECOM OF OREGON INC
1201 NE LLOYD BLVD - STE 500
PORTLAND OR   97232

LISA F RACKNER -- CONFIDENTIAL
MCDOWELL & RACKNER PC
520 SW SIXTH AVENUE STE 830
PORTLAND OR   97204

DEAN RANDALL -- CONFIDENTIAL
VERIZON NORTHWEST INC
20575 NW VON NEUMANN DR STE 150 MC OR030156
HILLSBORO OR   97006

LAWRENCE REICHMAN -- CONFIDENTIAL
PERKINS COIE LLP
1120 NW COUCH ST - 10 FL
PORTLAND OR   97209-4128
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DAVID L RICE
MILLER NASH LLP
601 UNION ST / 4400 TWO UNION SQ
SEATTLE WA   98101-1367

MICHEL SINGER-NELSON
WORLDCOM INC
707 - 17TH ST STE 4200
DENVER CO   80202

MARK P TRINCHERO
DAVIS WRIGHT TREMAINE LLP
1300 SW FIFTH AVE STE 2300
PORTLAND OR   97201-5682
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Filing Date: 5/14/2001

Filed By: QWEST CORPORATION
DR 26/UC 600:  THE NORTHWEST PUBLIC COMMUNICATIONS
COUNCIL, on behalf of PSPs A to Z, and NPCC MEMBERS:  Central Telephone, Inc.;
Communication Management Services, LLC; Davel Communications, a/k/a Phonetel Technologies,
Inc.; Interwest Tel, LLC;...

Category: Declaratory Rulings

Order: 11-504 Signed: 5/14/2001
ACTIONS:

SPACER
APPEAL

DR 26/UC 600 -- Transmittal of Entire Record and Certificate of DR 26/UC 600 for Court of Appeals, Appellate
Court No. CA A150775 routed via shuttle to Gwen Keil, Department of Justice, Appellate Division.  PUC appeal
#12-01.

3/26/2012Date: Action:

APPEAL
DR 26/UC 600 -- Petition for Review of Agency Order 11-504; The Northwest Public Communications Council's,
et. al. (NPCC's) Petition For Judicial Review of a State Agency Final Order and Interim Orders; together with
Exhibits A-C; electronically filed by Frank G. Patrick.
Hard copy rec'd. 2/13/12.

2/10/2012Date: Action:

ORDER
DR 26/UC 600--Order No. 11-504, signed by Commissioners John Savage, Susan K. Ackerman, and Stephen M.
Bloom.  DISPOSITION:  MOTION FOR SUMMARY JUDGMENT GRANTED; COMPLAINT DISMISSED; DOCKET
CLOSED.

Copies electronically served to dockets DR 26 and UC 600 on 12/15/11.

12/15/2011 11-504Date: Action:

OTHER FILING/PLEADING
QWEST's filing of copy of Opinion and Order in U.S. District Court Case No. 09-1351-BR, granting Qwest's motion
to dismiss; Filed electronically by Lawrence Reichman.  Hard copy rec'd 11/8/10.

11/5/2010Date: Action:

COMMENTS/RESPONSE
QWEST CORPORATION's Reply Memorandum in Support of Motion for Summary Judgment; Filed electronically
by Lawrence H. Reichman; Hard copy rec'd 8/30/10.

8/27/2010Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600--ALJ Sarah K. Wallace Issues Ruling; DISPOSITION:  
MOTION FOR AN EXTENSION GRANTED.  

Copies served electronically 8/13/10 and via U.S. Mail 8/16/10.

8/13/2010Date: Action:

MOTION
DR 26/UC 600 QWEST Corporation's Unopposed Motion for Extension of Time to File Reply Memorandum in
Support of its Motion for Summary Judgment filed electronically by Lawrence Reichman; hard copy rec'd 8/12/10.

8/11/2010Date: Action:

COMMENTS/RESPONSE
NPCC's Memorandum of Law in Opposition to Qwest's Motion for Summary Judgment and Declaration in Support
of Response; together with Exhibits 4, 9, 11, 12, 14, 17, 20, and 22.  (Exhibits not posted due to volume).  Filed
electronically by Frank G. Patrick; Hard copy with CD rec'd 7/30/10.

7/29/2010Date: Action:

LAW JUDGE CONFERENCE REPORT
DR 26/UC 600--ALJ Sarah K. Wallace Issues Prehearing Conference Report; DISPOSITION:  PROCEDURAL
SCHEDULE ESTABLISHED.  Copies served electronically 7/13/10 and via U.S. Mail on 7/14/10.

7/13/2010Date: Action:

APPEAL
Court of Appeals - DR 26/UC 600 - Order Denying Motion to Stay Agency Proceedings; electronically filed by
Lawrence Reichman. Hard copy rec'd 7/9/10.

7/8/2010Date: Action:

COMMENTS/RESPONSE
QWEST's Response to Complainants' Motion for Enlargement of Time to file Summary Judgment Brief; Filed
electronically by Lawrence Reichman and Mr. Reichman for Adam Sherr.  Hard copy rec'd 7/9/10.

7/7/2010Date: Action:
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CONFERENCE
NOTICE OF EXPEDITED TELEPHONE CONFERENCE; Copies served electronically and via U.S. Mail 7/7/10.

TELEPHONE CONFERENCE scheduled 7/7/2010 4:00 PM (Pacific)
Dial in for parties only 503-945-7174
Room:  VIA TELEPHONE-Cave Conf. Rm.
Reporter:  TAPE
Law Judge:  WALLACE, SARAH K

7/6/2010Date: Action:

APPEAL
Court of Appeals - DR 26/UC 600 - NPCC's Petition For Judicial Review of a State Agency Order, Order No.
10-027; CA 145973; and Expedited Motion to Stay Agency Proceedings together with Declaration in Support of
Motion; electronically filed by Frank G. Patrick.  Hard copy rec'd. 7/6/10.

7/6/2010Date: Action:

APPEAL
US District Court - DR 26/UC 600 - Summons and Complaint with Exhibits 1-4 Received, United States District
Court for the District of Oregon, Portland Division, Case No. CV'10-685HA, Attorneys for THE NORTHWEST
PUBLIC COMMUNICATIONS COUNCIL , Unidentified PSPs A to Z, and NPCC MEMBERS, et. al. = Frank G.
Patrick.  Appeal of Orders No. 09-155 and 10-027.  Hard copy rec'd. 7/6/10.

7/6/2010Date: Action:

MOTION
NPPC's Opposed Motion for Enlargement of Time to File Summary Judgment Brief; Filed electronically by Frank
G. Patrick.  Hard copy marked "Expedited Request" rec'd 7/6/10.

7/2/2010Date: Action:

OTHER FILING/PLEADING
NPPC's Declaration (of Frank Patrick) in Support of Opposed Motion for Enlargement of Time to File Summary
Judgment Brief; Filed electronically by Frank G. Patrick.

7/2/2010Date: Action:

SERVICE LIST CHANGE
DR 26, UC 600-QWEST's Change to Service List, replacing Alex M. Duarte with Adam L. Sherr as counsel for
Qwest, and retaining Lawrence Reichman as co-counsel.  Electronically filed by Alex M. Duarte.  Hard copy rec'd
7/6/10.

6/30/2010Date: Action:

LAW JUDGE CONFERENCE REPORT
DR 26/UC 600--ALJ Sarah K. Wallace Issues Prehearing Conference Report; DISPOSITION:  PROCEDURAL
SCHEDULE ESTABLISHED.  Copies served electronically 6/8/10 and via U.S. Mail on 6/9/10.

6/8/2010Date: Action:

CANCELLATION/CHANGE
DR 26/UC 600--NOTICE RESCHEDULING TELEPHONE CONFERENCE; Copies served electronically and via
U.S. Mail 5/19/10. (note error on notice--correct dial in is below).

TELEPHONE CONFERENCE scheduled 6/4/2010 11:00 AM
Dial In No. 503-945-7174
Room:  VIA TELEPHONE
Reporter:  TAPE
Law Judge:  WALLACE, SARAH K

5/19/2010Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600--ALJ Sarah K. Wallace Issue Ruling; SCHEDULE SUSPENDED.  

Copies served electronically 5/14/10 and via U.S. Mail 5/17/10.

5/14/2010Date: Action:

CONFERENCE
DR 26/UC 600--NOTICE OF EXPEDITED TELEPHONE CONFERENCE; Copies served electronically only to
parties 5/14/10. (Rescheduled 5/14/10)

TELEPHONE CONFERENCE scheduled 5/17/2010 11:00 AM
Room:  VIA TELEPHONE
Reporter:  TAPE
Law Judge:  WALLACE, SARAH K

5/14/2010Date: Action:
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CANCELLATION/CHANGE
DR 26/UC 600--NOTICE OF RESCHEDULED TELEPHONE CONFERENCE; Copies served electronically
5/14/10 and via U.S. mail 5/17/10.--THIS CONF. Rescheduled on 5/19/10.

TELEPHONE CONFERENCE scheduled 5/24/2010 11:00 AM
Room:  VIA TELEPHONE
Reporter:  TAPE
Law Judge:  WALLACE, SARAH K

5/14/2010Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600--ALJ Sarah K. Wallace Issues Ruling; DISPOSITION:  MOTION DENIED.

Copies served electronically and via U.S. Mail 5/5/10

5/5/2010Date: Action:

MOTION
DR 26/UC 600--QWEST's Motion for Summary Judgment; Filed electronically by Lawrence Reichman and Mr.
Reichman on behalf of Alex M. Duarte; Hard copy rec'd 5/3/10.

4/30/2010Date: Action:

OTHER FILING/PLEADING
DR 26/UC 600--QWEST's Memorandum in Support of Motion for Summary Judgment; Filed electronically by
Lawrence Reichman.  Hard copy rec'd 5/3/10.

4/30/2010Date: Action:

OTHER FILING/PLEADING
DR 26/UC 600--QWEST's Declaration of Lawrence Reichman in Support of Qwest's Motion for Summary
Judgment, together with Exhibits 1-8; Filed electronically by Lawrence Reichman.  Hard copy rec'd 5/3/10.

4/30/2010Date: Action:

OTHER FILING/PLEADING
DR 26/UC 600--QWEST's Declaration of Alex M. Duarte in Support of Qwest's Motion for Summary Judgment,
together with Exhibits 1-3; Filed electronically by Alex Duarte and Lawrence Reichman.  Hard copy rec'd 5/3/10.

4/30/2010Date: Action:

MOTION
DR 26/UC 600--NPCC's Motion to Strike Current Briefing Schedule, to Enlarge time, and to Reply to Further Brief;
filed together with Memorandum in Support and Declaration in Support; Electronically filed by Frank G. Patrick;
Hard copy rec'd 4/29/10.

4/27/2010Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600--QWEST's Response in Opposition to Complainants' Motions to Reconsider Order and to Stay;
Filed electronically by Alex M. Duarte.  Hard copy rec'd 4/20/10.

4/19/2010Date: Action:

OTHER FILING/PLEADING
DR 26/UC 600 NPCC's Amended Memorandum in Support of Consolidated Motion to Reconsider and to Stay. 
Electronically filed by Frank G. Patrick.  Hard copy rec'd. 4/8/10.  Exhibit numbering is explained and corrected.
(See also 4/2/10 filings).  (exhibits not posted due to volume).

4/6/2010Date: Action:

MOTION
DR 26/UC 600 - NPCC's Consolidated Motions to RECONSIER and Vacate the Commission's Order No. 10-027
Denying the Complainants' Amended Complaints AND to Stay Proceedings Pending Direction From the United
States District Court in Portland, Oregon.  Electronically filed by Frank G. Patrick.  Hard copy rec'd 4/5/10.(See
also Memorandum and Declaration in support, docketed and posted separately).  CD of filing rec'd 4/13/10.

4/2/2010Date: Action:

OTHER FILING/PLEADING
DR 26/UC 600--NPCC's Memorandum in Support of Consolidated Motions to Reconsider and Vacate Order No.
10-027 and to Stay; and Declaration of Counsel in Support of Consolidated Motions to Reconsider and Vacate and
Stay, with Exhibits A through G, and I (Exhibits 1-25) supporting Frank Patrick's Declaration.  Electronically filed by
Frank G. Patrick.  Hard copy rec'd. 4/5/10.  (exhibiits not posted due to volume--contact Admin Hearings for
electronic version).  CD of filing rec'd 4/13/10.  (See also 4/2/10 Motion).  

4/2/2010Date: Action:

RECONSIDERATION
NPPC's Motion for Reconsideration of Order No. 10-027--docketed as Motion--see previous action entry for
electronic version.

4/2/2010Date: Action:
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LAW JUDGE CONFERENCE REPORT
DR 26/UC 600--ALJ Allan J. Arlow's Prehearing Conference Report and Ruling; DISPOSITION:  MOTION FOR
STAY OF PROCEEDINGS DENIED; PROCEDURAL SCHEDULE ESTABLISHED.

Copies served to dockets DR 26 and UC 600 electronically on 3/11/10 and via U.S. Mail on 3/12/10.

3/11/2010Date: Action:

CONFERENCE
DR 26/UC 600--NOTICE OF TELEPHONE PREHEARING CONFERENCE served electronically and via U.S. Mail
on 3/5/10.

TELEPHONE CONFERENCE scheduled 3/9/2010 10:00 AM
Room:  CAVE  Building:  PUC
Address:  VIA TELEPHONE
Reporter:  TAPE
Law Judge:  ARLOW, ALLAN

3/5/2010Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600--QWEST CORPORATION's Opposition to Complainants' Motion to Stay.  Electronically filed by
Lawrence H. Reichman; Hard copy rec'd 3/8/10.

3/4/2010Date: Action:

MOTION
DR 26/UC 600 - NPCC's Request for Prehearing Conference, Motion for Staying Proceedings Pending the Filing
of a Motion for Reconsideration, and Declaration Supporting Request and Motion.  Electronically filed by Frank G.
Patrick.  Hard copy rec'd 2/18/10.

2/17/2010Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600--ALJ Allan J. Arlow's Ruling; DISPOSITION: MOTION GRANTED; TIME EXTENDED IN WHICH
TO FILE THIRD AMENDED COMPLAINT.

Copies served to dockets DR 26 and UC 600 electronically and via U.S. Mail on 2/16/10.

2/16/2010Date: Action:

MOTION
DR 26/UC 600--NPCC's Stipulated Motion to Enlarge Time to File the Third Amended Complaint to allow opposing
counsel to resolve language issuses and Declaration in Support of Stipulation Motion.  Electronically filed by Frank
G. Patrick.  Hard copy rec'd. 2/17/10.

2/12/2010Date: Action:

CONFERENCE
DR 26, UC 600--NOTICE OF TELEPHONE PREHEARING CONFERENCE served electronically and via U.S. Mail
on 2/3/10.  (Dial-in #503-945-7174)

TELEPHONE CONFERENCE scheduled 2/4/2010 3:00 PM
City:  SALEM, OR
Room:  VIA TELEPHONE--MOUNTAIN CONF RM  Building:  PUC
Reporter:  TAPE
Law Judge:  ARLOW, ALLAN

2/3/2010Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 - NPCC et al.'s Reply to Qwest Letter Response to Consolidated Motions to Enforce Orders and to
Bifurcate and Partially Abate Procedures.  Electronically filed by Frank G. Patrick.  Hard copy  rec'd 2/3/10.

2/1/2010Date: Action:

ORDER
DR 26/UC 600 -- Order No. 10-027 signed by Commissioners Lee Beyer, John Savage, and Ray Baum;
DISPOSITION:  MOTION TO STRIKE FIRST AMENDED COMPLAINT GRANTED IN PART AND DENIED IN
PART; MOTION TO ALLOW SECOND AMENDMENT TO THE COMPLAINT DENIED; PLAINTIFFS TO FILE
AMENDED COMPLAINT CONSISTENT WITH ORDER.

Copies served electronically and via U.S. Mail on 2/2/10.

2/1/2010 10-027Date: Action:

MOTION
DR 26/UC 600 - Qwest's request that the Commission schedule a prehearing conference and that Qwest's time to
respond to Motions be suspended until prehearing conference is held.  Electronically filed by Lawrence H.
Reichman.  Hard copy rec'd. 2/1/10.

1/29/2010Date: Action:
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MOTION
DR 26/UC 600 -- NPCC's Motion to Enforce Orders, together with Motion to Bifurcate and Partially Abate
Proceedings, with Memorandum, and Declaration in Support of, with Exhibit List and Exhibits 1 - 11.  Electronically
filed by Frank G.  Patrick.  Hard copy rec'd. 1/29/10.

1/27/2010Date: Action:

OTHER FILING/PLEADING
DR 26/UC 600 -- NPCC's Memorandum in Support of Consolidated Motions.  Electronically filed by Frank G.
Patrick.  (See 1/27/10 Motion entry for electronic version.)

1/27/2010Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 -- NPCC's Reply to Qwest Motion to Strike Complainants' First Amended Complaint and Second
Amended Complaint; together with Memorandum in Support of Reply, and Declarations of Charles W. Jones and
Frank G. Patrick.  Filed by Mr. Patrick.

12/22/2009Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600 -- ALJ Allan J. Arlow's Ruling; DISPOSITION:  MOTION GRANTED; TIME EXTENDED IN WHICH
TO FILE REPLY.
Copies served electronically on 12/15/09 and via U.S. Mail on 12/16/09.

12/16/2009Date: Action:

MOTION
DR 26/UC 600 -- NPCC's Motion to Enlarge Time to file response to Qwest filing.  Electronically filed.  Hard copy
rec'd. 12/16/09.

12/15/2009Date: Action:

MOTION
DR 26/UC 600 -- Qwest Corporation's Motion to Strike First Amended Complaint.  Electronically filed.  Hard copy
rec'd. 12/9/09.  

12/8/2009Date: Action:

OTHER FILING/PLEADING
DR 26/UC 600 -- Qwest's Declaration of Lawrence Reichman in Support of Qwest's Motion to Strike First
Amended Complaint with Exhibit A.  Electrronically filed.  Hard copy rec'd 12/9/09.  (See also 12/8/09 Motion).

12/8/2009Date: Action:

MOTION
DR 26/UC 600 -- Qwest Corporation's Motion to Strike Second Amended Complaint (and Response to
Complainants' Precautionary Motion to Allow Second Amendment to the Complaint docketed separately). 
Electronically filed.  Hard copy rec'd 12/9/09.

12/8/2009Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 -- Qwest Corporation's Response to Complainants' Precautionary Motion to Allow Second
Amendment to the Complaint. Electronically filed.  (See 12/8/09 Motion to Strike Second Amended Complaint for
electronic version of document.)

12/8/2009Date: Action:

LAW JUDGE CONFERENCE REPORT
DR 26/UC 600 -- ALJ Allan J. Arlow's Prehearing Conference Report; DISPOSITION:  SCHEDULE ADOPTED.

Copies served electronically on 11/20/09.

11/20/2009Date: Action:

CONFERENCE
DR 26/UC 600--NOTICE OF TELEPHONE PREHEARING CONFERENCE served electronically on 11/18/09 and
via U.S. Mail on 11/19/09.

TELEPHONE CONFERENCE scheduled 11/20/2009
Room:  VIA TELEPHONE--CAVE
Reporter:  TAPE
Law Judge:  ARLOW, ALLAN

11/18/2009Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 -- Qwest's letter to Administrative Law Judge Allan Arlow. Electronically filed by Larry Reichman. 
Hard copy rec'd 11/19/09.

11/18/2009Date: Action:

AMENDED (APPLICATION, COMPLAINT, PETITION)
DR 26/UC 600 -- NPCC's First Amended Complaint.  Electronically filed by Frank G. Patrick.  Hard copy rec'd
11/17/09.

11/16/2009Date: Action:
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AMENDED (APPLICATION, COMPLAINT, PETITION)
DR 26/UC 600 -- NPCC's Second Amended Complaint and Precautionary Motion to allow Second Amendment to
the Compliant.  Electronically filed by Frank G. Patrick.  Hard copy rec'd 11/17/09.

11/16/2009Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600 -- ALJ Allan J. Arlow's Ruling; DISPOSITION:  MOTION GRANTED; TIME EXTENDED IN WHICH
TO FILE AMENDED COMPLAINT.

Copies served electronically on 10/26/09 and via U.S. Mail on 10-27-09.

10/27/2009Date: Action:

MOTION
DR 26/UC 600 -- NPCC's Unopposed Motion for Enlargement of Time to File an Amended Complaint from
10-16-09 to 11-16-09 and Declaration in Support of Unopposed Motion for Enlargement of Time to File an
Amended Complaint.  Electronically filed by Frank G. Patrick.  Hard copy rec'd 10/19/09.

10/19/2009Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600 -- ALJ Allan J. Arlow's Ruling; DISPOSITION:  MOTION GRANTED; TIME EXTENDED IN WHICH
TO FILE AMENDED COMPLAINT.

Copies served electronically and via U.S. Mail on 9-17-09.

9/17/2009Date: Action:

MOTION
DR 26/UC 600 -- NPCC's Unopposed Motion for Enlargement of Time to File an Amended Complaint with
Declaration in Support of Motion for Enlargement of Time to File an Amended Complaint.  Electronically filed by
Frank G. Patrick.  Hard copy rec'd 9/17/09.

9/15/2009Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600 -- ALJ Allan Arlow's Ruling:  DISPOSITION:  MOTION GRANTED; TIME EXTENDED IN WHICH
TO FILE AMENDED COMPLAINT.

Copies served electronically and via U.S. Mail on 8-17-09.

8/17/2009Date: Action:

MOTION
DR 26/UC 600 -- NPCC's Unopposed Motion for Enlargement of Time to File an Amended Complaint with
Declaration in Support of Motion for Enlargement of Time to File an Amended Complaint.  Electronically filed by
Frank G. Patrick.  Hard copy rec'd 8/17/09.

8/14/2009Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600 -- ALJ Arlow's Ruling; DISPOSITION:  MOTION GRANTED; TIME EXTENDED IN WHICH TO
FILE AMENDED COMPLAINT.

Copies served electronically on 7/27/09 and mailed 7/28/09.

7/27/2009Date: Action:

MOTION
DR 26/UC 600 -- NPCC's Motion requesting a three-week extension of time to file Amended Complaint from
7/27/09 - 8-17-09.  Electronically filed by Frank G. Patrick.  Hard copy rec'd 7/27/09. 

7/24/2009Date: Action:

OTHER FILING/PLEADING
DR 26/UC 600 -- Counsel of Record's Withdrawal & Substitution of Counsel for Northwest Public Communications
Council.  Electronically filed by Brooks E. Harlow and Frank G. Patrick.  Hard copy rec'd 7/27/09.

7/22/2009Date: Action:

OTHER FILING/PLEADING
DR 26/UC 600 -- NPCC's letter stating that the amended complaint will be filed by July 27, 2009.  Electronically
filed by Brooks E. Harlow.  Hard copy rec'd. 7/14/09.

7/10/2009Date: Action:
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CONFERENCE
DR 26, UC 600--NOTICE OF TELEPHONE PREHEARING CONFERENCE served electronically and via U.S. Mail
on DR 26/UC 600 Service Lists.  (Dial-in #503-945-7131.)

TELEPHONE CONFERENCE scheduled 5/21/2009 9:30 AM
City:  SALEM OR
Room:  VIA TELEPHONE--CAVE  Building:  PUC
Reporter:  TAPE
Law Judge:  ARLOW, ALLAN

5/15/2009Date: Action:

ORDER
DR 26/UC 600 - Order No. 09-155 signed by Commissioners Lee Beyer, John Savage, and Ray Baum;
DISPPOSITION:  MOTION FOR LEAVE TO AMEND COMPLAINT DENIED IN PART AND GRANTED IN PART.

Copies served electronically and via U.S. Mail on 5/4/09.

5/4/2009 09-155Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 - NPCC's Reply in Support of Complainant's Motion for Leave to Amend Complaint; Filed
electronically by Brooks E. Harlow; Hard copies rec'd 3/31/09.  Original certificate of service rec'd 4/1/09.

3/30/2009Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 -- Qwest Corporation's Response to NPCC's Motion for Leave to Amend Complaint.  Electronically
filed by Lawrence H. Reichman.  Hard copy rec'd. 3/16/09.

3/13/2009Date: Action:

MOTION
DR 26/UC 600 - NPCC's Motion for Leave to Amend Complaint and Exhibit A (and Proposed Amended
Complaint).  Electronically filed by David L. Rice.  Hard copy rec'd. 2/27/09.

2/26/2009Date: Action:

LAW JUDGE CONFERENCE REPORT
DR 26/UC 600 - ALJ Arlow's Prehearing Conference Report setting due date for amended complaint or joint
stipulation.

Copies served electronically and via U.S. Mail on 2/6/09.

2/6/2009Date: Action:

LAW JUDGE CONFERENCE REPORT
DR 26/UC 600 -- ALJ Arlow's Prehearing Conference Report (Revised); Disposition: Abeyance Lifted,
Proceedings to Recommence; Date Set for Motion to File Amended Complaint or Joint Stipulation, and the
Prehearing Conference Report issued earlier this date is rescinded.

Copies served electronically on 2/6/09 and via U.S. Mail on 2/9/09.

2/6/2009Date: Action:

CONFERENCE
DR 26/UC 600 - NOTICE OF TELEPHONE PREHEARING CONFERENCE served electronically and via U.S. Mail
on 2/3/09.

TELEPHONE CONFERENCE scheduled 2/5/2009 2:00 PM
Room:  MEADOW CONF. RM.  Building:  PUC
Address:  VIA TELEPHONE
Reporter:  NONE
Law Judge:  ARLOW, ALLAN

2/5/2009Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 - Qwest Corporation's Response to NPCC's Motion to Lift Order Holding Case in Abeyance. 
Electronically filed by Lawrence H. Reichman.  Hard copy rec'd 1/29/09.

1/28/2009Date: Action:

MOTION
DR 26/UC 600--Northwest Public Communications Council's (NPCC's) Motion to Lift Order Holding Case in
Abeyance; Filed electronically by Brooks E. Harlow; Hard copy rec'd 1/15/09.

1/14/2009Date: Action:
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LAW JUDGE RULING/MEMORANDA
DR 26/UC 600 - ALJ Petrillo's Ruling Granting NPCC's Motion to withdraw its Motion requesting that the
Commission lift its order holding this matter in abeyance.

Copies served electronically and via U.S. Mail on 4/1/08.

4/1/2008Date: Action:

MOTION
DR 26/UC 600 -- NPCC's Motion to withdraw its motion to lift abeyance order, filed on 2/4/08 with Attachments A -
D.  Electronically filed by Brooks E. Harlow.  Hard copy rec'd 3/19/08.  

3/18/2008Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 -- Qwest's Response to NPCC's Motion to Lift Order Holding Case in Abeyance.  Electronically
filed by Alex M. Duarte.  Hard copy rec'd 2/20/08.

2/19/2008Date: Action:

MOTION
DR 26/UC 600 -- Northwest Public Communications Council's Motion to Lift Order Holding Case in Abeyance. 
Electronically filed by Brooks E. Harlow.  Hard copy rec'd. 2/5/08.

2/4/2008Date: Action:

ORDER
DR 26/UC 600 -- Order No. 05-208, signed by Commissioners Lee Beyer; John Savage, and Ray Baum;
DISPOSITION:  ALJ RULING AFFIRMED.

Copies served electronically and via U.S. Mail  on 5/5/05.

5/3/2005 05-208Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 -- Qwest's Response to NPCC's Request for Certification.  Electronically filed by Lawrence
Reichman.  Hard copy rec'd 4/11/05.

4/8/2005Date: Action:

MOTION
DR26/UC 600 - NPCC's Request of NPCC for Certification to the Commission.  Electronically filed by David L.
Rice.  Hard copy rec'd 4/5/05.

4/4/2005Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600 - ALJ Petrillo's Ruling holding proceeding in abeyance pending FCC decision.

Copies served electronically and via U.S. Mail on 3/24/05.

3/24/2005Date: Action:

LAW JUDGE CORRESPONDENCE
DR 26/UC 600 - ALJ Petrillo's letter to the parties regarding status of this docket.

Copies served electronically and via U.S. Mail on 3/18/05.

3/18/2005Date: Action:

CONFERENCE
DR 26/UC 600 - NOTICE OF TELEPHONE CONFERENCE scheduled 3/3/2005 2:00 PM
Room:  CAVE  Building:  PUC
Address:  VIA TELEPHONE
Reporter:  TAPE
Law Judge:  PETRILLO, SAM

Notice of Telephone Prehearing Conference served electronically on 2/28/05 and via U.S. Mail on 3/1/05.  (Dial-in
#503-378-3333, ref. #5156.)

3/1/2005Date: Action:

COMMENTS/RESPONSE
DR26/UC 600 - Qwest's Reply Memorandum in Support of Cross-Motion for Summary Judgment in Docket DR
26/US 600.  Electronically filed by Lawrence Reichman.  Hard copy rec'd 2/18/05.

2/17/2005Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 - NPCC's Comments regarding staff's interest in hearing from parties regarding the "'appropriate
jurisdictional forum for this dispute.'"  (Also faxed on 2/7/05.)  Electronically filed by Brooks E. Harlow.  Hard copy
rec'd 3/9/05.

2/9/2005Date: Action:
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LAW JUDGE RULING/MEMORANDA
DR 26/UC 600 - ALJ Petrillo's Ruling Granting Qwest's request for an extension of time to file its reply in support of
its Cross-Motion for Summary Judgment.

Copies served electronically 2/7/05 and via U.S. Mail on 2/8/05.

2/8/2005Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 - QWEST CORPORATION'S Response to NPCC's Motion that Case be Classified as a Major
Proceeding and Requesting Oral Argument.  Filed by Lawrence Reichman.

2/4/2005Date: Action:

MOTION
DR 26/UC 600 - Qwest's Motion for Extension to Reply in Support of Cross-Motion for Summary Judgment.  Filed
by Lawrence Reichman.

2/3/2005Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 - NPCC's Reply to Qwest's Response to NPCC's Motion for Summary Judgment and NPCC's
Response to Qwest's Motion for Summary Judgment, including Affidavit of Brooks E. Harlow with Exhibits 1 - 4. 
Filed by Brooks E. Harlow.

1/25/2005Date: Action:

MOTION
DR 26/UC 600 - NPCC's Motion that Case be Reclassified as a Major Proceeding and Request for Oral Argument
Before Entry of Final Order.  Filed by Brooks E. Harlow.

1/25/2005Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 - STAFF of the Public Utility Commission of Oregon's Reply to Qwest's Cross-Motion for Summary
Judgment; Filed by Jason Jones.

1/25/2005Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600 - ALJ Petrillo's Ruling Granted NPCC's Motion for Extension of Time.  

Copies served electronically and via U.S. Mail on 1/7/05

1/7/2005Date: Action:

MOTION
DR 26/UC 600 - NPCC's Expedited Motion for an Extension of Time to Reply to Qwest Re Motion for Summary
Judgment.  Faxed by Brooks E. Harlow.

1/6/2005Date: Action:

MOTION
DR 26/UC 600 - Qwest Corporation's Cross-Motion for Summary Judgment and Affidavits of Lawrence Reichman
and Sheila M. Harris.  Filed by Lawrence Reichman.

1/4/2005Date: Action:

COMMENTS/RESPONSE
DR 26/UC 600 - Qwest's Memorandum in Opposition to NPCC's Motion for Partial Summary Judgment and in
Support of Qwest's Cross-Motion for Summary Judgment.  Filed by Lawrence Reichman.

1/4/2005Date: Action:

LAW JUDGE RULING/MEMORANDA
DR 26/UC 600 -- ALJ Michael Grant issues Ruling:  DISPOSITION:  MOTION FOR EXTENSION OF TIME
GRANTED.
Copies served electronically and via mail on 12/6/04.

12/6/2004Date: Action:

MOTION
DR 26/UC 600 - Qwest's Motion for an extension of time through January 3, 2005, in which to serve and file its
response to NPCC's Motion for Partial Summary Judgment now due December 20, 2004.  Filed by Lawrence
Reichman.

12/3/2004Date: Action:

OTHER FILING/PLEADING
DR 26/UC 600 - NPCC's Revised Declaration of Randy Linderman, entirely replacing the original.  Faxed by
Brooks E. Harlow.  Hard copy (1) rec'd  12/2/04. 

12/1/2004Date: Action:

RECONSIDERATION
DR 26/UC 600 - PUC Decision (Upheld by Marion County Court) Reversed and Remanded for Reconsideration to
PUC by Court of Appeals.  Faxed by Neoma Lane.  (Appeal of Order No. 02-181.)

11/29/2004Date: Action:

MOTION
DR 26/UC 600 - NORTHWEST PUBLIC COMMUNICATIONS COUNCIL 's Motion for Summary Judgment, with
Declaration of Randy Linderman.  Faxed by Brooks E. Harlow.  Hard copy rec'd 11/30/04.

11/29/2004Date: Action:
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APPEAL
Transmittal of Record to Marion County Circuit Court ; Case No. 02C14442.  PUC appeal #02-05.
7/3/2002Date: Action:

APPEAL
Summons Received, Marion County Circuit Court Case No. 02C14442, Attorneys for NORTHWEST PUBLIC
COMMUNICATIONS COUNCIL (fka THE NORTHWEST PAYPHONE ASSOCIATION) = Richard Busch and D.
Gary Christensen.  Appeal of Order No. 02-181.

6/7/2002Date: Action:

ORDER
DR 26/UC 600 - Order No. 02-181 signed by Commissioners Roy Hemmingway, Lee Beyer and Joan H. Smith;
Disposition: Complaint/Request for Declaratory Ruling Dismissed.
Copies served 3/25/02.

3/22/2002 02-181Date: Action:

LAW JUDGE RULING/MEMORANDA
ALJ Petrillo's Ruling; Disposition:  Motion to Stay Granted. Copies served 6/21/01.
6/21/2001Date: Action:

MOTION
Qwest Corporation's Stipulated Motion to Stay Proceedings; filed by Lawrence Reichman.
6/15/2001Date: Action:

OTHER CORRESPONDENCE (ACKN, SVC, LTR)
NO SEPARATE FILE FOR UC 600 -- SEE This docket for all Action entries, Calendar entries and Service List
infomation.

5/31/2001Date: Action:

INITIAL (APPLICATION, COMPLAINT, PETITION)
DR 26/UC 600:  THE NORTHWEST PUBLIC COMMUNICATIONS
COUNCIL, on behalf of PSPs A to Z, and NPCC MEMBERS:  Central Telephone, Inc.; Communication
Management Services, LLC; Davel Communications, a/k/a Phonetel Technologies, Inc.; Interwest Tel, LLC;
Interwest Telecom Services Corporation; NSC Communications Public Services Corporation; National Payphone
Services, LLC; Pacific Northwest Payphones; Partners in Communication; T & C Management, LLC; Corban
Technologies, Inc.; and Valley Pay Phones, Inc. FAXED by David L. Rice for Richard J. Busch.  Hard copies
received 5/18/01 and 5/21/01.  See also 11/16/09 Amended Complaint filings.

Ack Letter and Service Form served 5/25/01.
Answer Due 6/15/01.
No separate official file for UC 600.  DR 26 contains all action entries and postings, calendar entries, and service
list information.

5/14/2001Date: Action:
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  IN THE COURT OF APPEALS OF THE STATE OF OREGON 
 

A166810 
 UT 125/UT 80 
 
 

In the Matter of   
 
QWEST CORPORATION fka U.S. WEST  
COMMUNICATIONS . 
 
QWEST CORPORATION, 
 
Application for an Increase in Rates 
                                       
 

PURSUANT TO ORAP 4.22 
 
STIPULATED MOTION FOR AN ORDER 
TO SUPPLEMENT THE RECORD ON 
APPEAL BY ADDING PARTS OF THE 
RECORD NOT PREVIOUSLY INCLUDED 
Attached as Exhibits and Index of 
Supplements 
 
 
  

 

STIPULATED MOTION 

Undersigned counsel Moves the Court for an order to supplement the record with the 

documents identified on the Attached Exhibit 1 and attached as Exhibit 2.  Counsel 

Respectively represent: Northwest Public Communications Council (NPCC),  Petitioner;  

Denise Fjordbeck, representing the State of Oregon and PUC;  and Lawrence H. Reichman, 

counsel for Qwest Corporation.  Appellant Agreed to a shortened record with the understanding 

that it might have to be supplemented.  The Order requested by this Stipulated Motion is to 

allow the supplement by addition of the below designated items that are a part of the record in 

UT 125 and DR 26 or one of its related PUC Dockets.  They were not included  previously 

due to the size of the record and the length of time of the case since its original filing in 1995 by 

the Commission which have been difficult to track and include.   

The parties have agreed to supplement the record to add those items in the Record which 

each believe are pertinent for the Court’s consideration. Those items are designated in Exhibit 1, 

February 18, 2020 05:02 PMFILED 
Appellate Court Records 
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the Index of the Documents and the documents are submitted herewith as Exhibit 2.  It has been 

agreed that the supplement should be denoted as Volume IV, Supplement to the Record with the 

abbreviation Supplement to Record RecSup to avoid confusion with a separate abbreviations 

designated in the ORAPS, and to avoid the need to reproduce the entire Record.  The items to 

be Added are Numbered sequentially starting with the next successive page number in the 

Record prior to this supplement and attached and will be electronically filed or as the PUC and 

Court directs. 

 

Dated: February 17, 2020 
 
Respectfully submitted, 
s/ Frank G. Patrick 
Frank G. Patrick – OSB  760228 
PO Box 231119 
Portland, OR  97281 
Phone (503) 245-2828 • (503) 318-1013 
fgplawpc@hotmail.com 
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CERTIFICATE OF FILING AND SERVICE 
I hereby certify that I electronically Filed and Served the foregoing STIPULATED MOTION and EX 1 
and EX TO SUPPLEMENT THE RECORD, at the Oregon Court of Appeals as follows: 
 
Service was by:  ____Mailing _____Hand Delivery __X___Email  X  E-Filing ORAP Rule   
 
Public Utility Commission Of Oregon 
550 Capitol Street NE, Suite 215 
PO Box 2148 
Salem, OR  97308-2148 
Respondent 
 
Jona Jolyne Maukonen, OSB 043540 
E-Mail:  jona.j.maukonen@doj.state.or.us 
Denise G. Fjordbeck, OSB 822578 
E-mail:  denise.fjordbeck@doj.state.or.us 
Oregon Dept. Justice, Appellate Div. 
1162 Court Street NE  
Salem,  Oregon 97301 
Tel:  503-378-4400 
Attorney for Respondent, PUC 

 
 
PERKINS COIE LLP 
Lawrence H. Reichman, OSB No. 860836 
1120 N.W. Couch Street, Tenth Floor 
Portland, OR 97209-4128 
Tel:  503 727-2019 
E-mail: LReichman@perkinscoie.com 
Attorney for Respondent QWEST 

 
I further certify that upon review, all parties are registered with E-filing at the State of Oregon Electronic 
Filing System and that the motion was filed by e-filing. 
 
E-Filing: 
ATTN: Records Section 
State Court Administrator 
Supreme Court Building  
1163 State Street 
Salem, OR 97301-2563     FEBRUARY 17, 2020 
 
s/ Frank G. Patrick 
Frank G. Patrick – OSB  760228 
PO Box 231119 
Portland, OR  97281 
Phone (503) 245-2828 • (503) 318-1013 
fgplawpc@hotmail.com 
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