ORDER NO. 01-288
ENTERED APR 16 2001

Thisisan dectronic copy. Attachmentsmay not appear.
BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UM 980

In the Matter of the Petition for Extended Area )
Service by the CRATER LAKE TELEPHONE ) ORDER
EXCHANGE. )

DISPOSITION: (1) COMMUNITY OF INTEREST FOUND BETWEEN
THE CRATER LAKE AND THE FORT KLAMATH,
CHILOQUIN, AND KLAMATH FALLS EXCHANGES;

(2 NO COMMUNITY OF INTERST FOUND BETWEEN
THE CRATER LAKE AND ROCKY POINT, PROSPECT,
BUTTE FALLS, SHADY COVE, ¥ WHITECITY, AND
MEDFORD EXCHANGES

SUMMARY

In this order, the Commission finds that a community of interest exists between the Crater Lake
and the Fort Klamath, Chiloquin, and Klamath Falls exchanges, and that the extended area service
(EAS) routes are necessary to meet the critical needs of customersin the Crater Lake exchange. Based
on these findings, the Commission concludes that these portions of the petition should proceed with
Phase |1, the rate and cost phase of an EAS investigation. The Commission further concludes that a
community of interest does not exist between the Crater Lake and the Rocky Point, Prospect, Butte
Fdls, Shady Cove, White City, and Medford exchanges. The Commission concludes that those
portions of the petition should be dismissed.

Procedural History

On June 28, 2000, the customers of the Crater Lake telephone exchange petitioned the
Commission for extended area service (EAS) to the Fort Klamath, Chiloquin, Klamath Falls, Rocky
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Point, Prospect, Butte Fals, Shady Cove, White City, and Medford telephone exchanges. A map of
the affected exchanges is attached as Appendix A.

The Commission docketed the request as UM 980 for investigation. On March 26,
2001, Michad Grant, an Adminigrative Law Judge for the Commission, held a hearing on this matter in
Crater Lake, Oregon. Approximately 20 people appeared in support of the petition.

Based on a preponderance of the evidence in this matter, the Commission makes the
following:

FINDINGS

Geography and Demogr aphy

The Crater Lake telephone exchange is located in the Cascade Mountainsin north
Klamath County. It servesasmall year-round population that lives within and works at the Crater Lake
Nationa Park. This permanent population conssts of gpproximately 24 households. Theloca
population swells congiderably during the summer, due to the number of seasond employees and
volunteers that work for the National Park Service, the Crater Lake Lodge Company, the campground,
and the gift shop. The Crater Lake exchange consists of 61 access lines and is served by the United
Telephone Company of the Northwest (Sprint).

The Prospect, Butte Falls, Shady Cove, White City, and Medford telephone exchanges
lie to the southwest of Crater Lake and serve communities thet lie in the Rogue River Canyon. All five
exchanges lie in Jackson County and, with the exception of Medford, are also served by Sprint. The
Medford exchange, located about 80 miles from the Crater Lake exchange, is served by Qwest
Corporation (Qwest).

The Forth Klamath, Rocky Point, Chiloquin, and Klamath Fals exchangeslie to the
south east of Crater Lake and serve communities located within the Klamath Basin. All four exchanges
liein Klamath County and, with the exception of Klamath Fdls, are served by Century Tel. The
Klamath Fals exchange, located about 60 miles from Crater Lake, is served by Qwest.

There are no community-based indtitutions, socid services, or commercid services
provided by the Nationa Park Service. Consequently, Crater Lake exchange customers rely on
neighboring communities for essential goods and services. The cities of Klamath Fals and Medford are
the closest communities that offer awide range of professond and retall services. Both citiesare
relaively large urban areas that offer facilities necessary to meet the basic needs of Crater Lake
exchange resdents. These include banking, accounting, insurance and medical services, aswell as
groceries, hardware supplies, auto maintenance, and consumer goods.
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Schools

Children that live in the Crater Lake exchange attend schoolsin Chiloquin. The area
resdents also have an informa arrangement with the Klamath County Library to provide books on a
monthly basisfor asmall library located within park boundaries.

Government and Jurisdictional 1ssues

The Crater Lake exchangeislocated in Klamath County and served by county
governmenta offices located in Klamath Falls. These include offices for Planning, Circuit Court, Didtrict
Attorney, Juvenile Department, Taxation, and Sheriff. Many Sate agencies, such as Department of
Motor Vehicles, dso have offices in Klamath Fals and Medford.

Medical and Dental Services

There are no medica or denta providers within the Crater Lake exchange.
Consequently, arearesidents rely on Klamath Falls or Medford to obtain medicad and denta services.
A survey showed that a dight mgority of residents seek these servicesin Medford, while others obtain
medica and dentd carein Chiloquin or Klamath Falls. Both Klamath Falls and Medford dso have a
hospitd and numerous pharmacies.

Emergency Services

The Park Service provides emergency servicesfor local residents. The park operates
an ambulance, fire engine and volunteer fire department. Loca resdents must cal Chiloquin, Prospect,
or Klamath Falls for atow truck.

Employment and Commuting Patterns

There are only two employers within the Crater Lake exchange: the Park Service and
the Crater Lake Lodge Company. The Park Service employs about 20 full time employees, and 65
seasond employees during May through October. While many employees live with thar families within
the park, 23 commute from other areas in Klamath County, most notably Chiloquin and Klamath Falls.
Some 11 employees commute from Jackson County, with two traveling from Ashland.

The Crater Lake Lodge Company employs five permanent employees and 200
seasonad employees. The mgority of summer workers live within the park. Some employeeslive
outsde the park and commute from Chiloquin or Prospect.
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Calling Pattern Data

At the Commission’ s request, Sprint, Qwest and Century Tel provided monthly
telephone usage data for the Crater Lake and target exchanges. This data does not capture dl tall
activity between the exchanges, and isimprecise due to the toll avoidance habits of Crater Lake County
residents. Moreover, the data does not accurately reflect tel ephone usage due to the unique nature of
the exchange. Firgt, the only two employers and largest customers in the exchange usetoll carriers
other than Sprint. Consequently, their calling is not reflected in the data. Second, while the exchange
consigts of some 61 access lines, there are only 27 customers in the exchange. The presence of these
additiond lines, presumably those belonging to the Nationa Park Service and Crater Lake Lodge
Comparny, digtort the petitioners actua calling habits.

Thetadll datadid reved somereliable information. The data showed no calling between
the Crater Lake exchange and the Shady Cove and Butte Falls exchange, and only margind caling
between Crater Lake and the Progpect, White City, and Rocky Point exchanges. The only significant
amount of calling occurred between Crater Lake and the Chiloquin, Klamath Falls, and Medford
exchanges.

DISCUSSION
Commission Palicy

The Commission has long recognized the problem with out-dated telephone exchange
boundaries. In many parts of the state, original exchange territories no longer relate to community
boundaries. Improved roads and highways, changesin local economies, and the growth or decline of
cities and towns have greatly modified what loca resdents view as their community.

To address this problem, the Commission alows telephone customers to request EAS
to other nearby exchangesto increase their toll-free caling area. EAS isimportant to many customers,
because it dlows them tall-free access to family, friends, neighbors, and businesses, aswell as
emergency, medica, educationd, and governmenta services, not located in their locad caling area.

EASisnot a cod-free service, however. EAS merely changes the way telephone
companies are compensated for interexchange telephone service. Per-minute toll charges are replaced
with aflat or measured EASrate. Largetoll chargesfaced by ardatively smal number of customers
are replaced with smdler charges to many cusomers. The implementation of new EAS routes,
therefore, may create new problems as telephone companies try to recover logt toll revenues.

Community of Interest
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Due to these competing concerns, the Commission has established areview process
designed to baance the need to avoid rate increases on low volume users with the benefits customers
may desire from toll-freerates. In an EAS investigation, the Commission first requires that a community
of interest exist between the petitioning exchange and target exchange(s). A community of interest exigts
where thereisa*“social, economic, or political interdependence between two aress, or where thereisa
heavy dependence by one area or another areafor services and facilities necessary to meet many of its
basic needs.” See Forest Grove EASInvestigation, Order No. 87-309, at 8.

To determine whether a community of interest exists between the communities, the
Commission relies on an analyss of demographic, economic, financid, or other evidence submitted by
petitioners in support of the petition. In this examination, the Commission has identified severd factors
for congderation:

(1) geographic and demographic information; (2) location of schools;

(3) governmentd and jurisdictiond issues; (4) emergency services,

(5) socid services; (6) medical and denta providers; (7) employment

and commuting patterns; (8) business and commercia dependence or
interdependence; (9) transportation patterns, (10) the caling patterns
between tel ephone exchanges, and (11) other factors deemed relevant by
the Commission. See In the Matter of the Consolidated Applications for
Expansion of the Portland Extended Area Service Region, Order

No. 93-1045, at 12.

Critical Needs

Generdly, the Commisson limits a community of interest determination to exchanges
with contiguous exchange boundaries. In Order No. 99-038, however, the Commission adopted
gandards to dlow a community of interest finding between non-contiguous exchanges if the petitioners
aso establish that the proposed EAS route is necessary to meet their critical needs. Under this showing,
petitioners must demondtrate that the proposed EAS is necessary to meet the critica needs of locd
customers due to the lack of essential goods and servicesin their own exchange or a neighboring
exchange. In evauating critical needs, the Commission consders the customers access to emergency,
medical, dentd, professiona, business, educationa, and governmental services.

COMMISSION RESOLUTION
The Crater Lake exchange serves an isolated community comprised of the employees

of Crater Lake National Park and their dependents. While each household is assured employment with
the National Park Service or the Crater Lake Lodge Company, the area provides few basic goods and
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services for the community. For this reason, exchange customers rely heavily on neighboring
communities to meet their basic needs.

Because the Crater Lake exchange area straddles the crest of the Cascade Mountains,
local residents have two primary options to obtain professond services, commercid supplies, and retall
goods. To the southwest lies Medford, located some 80 miles from the park. To the southeast lies
Klamath Fdls, located some 60 miles away. Both exchanges serve rdlatively large communities thet
offer Crater Lake exchange residents access to a variety of professional and business services, aswdll
as retail and other commercid goods.

The evidence presented would generdly be sufficient to establish acommunity of
interest between the Crater Lake exchange and the Klamath Falls and Medford exchanges. Nelther the
Medford nor the Klamath Falls exchanges, however, are contiguous to the Crater Lake exchange.
Accordingly, in order for the Commission to find that a community of interest exists with those
exchanges, the Crater Lake petitioners must show that the proposed EAS routes are necessary to meet
the critica needs of arearesidents due to the lack of essentid goods and servicesin their own exchange
or aneighboring exchange.

This additiona requirement is not asignificant burden for the Crater Lake petitioners.
As noted above, the Crater Lake exchange lacks any business or commercia services to mest the
needs of loca resdents. Medford or Klamath Falls are the closest cities where Crater Lake exchange
customers can obtain these essentid goods and service that are not available in their own exchange or
any neighboring exchange. Under these circumstances, it is easy to conclude that an EAS route to
ether the Klamath Fdls or Medford exchange is necessary to mest their critica needs.

A problem arises, however, given the fact that petitioners seek EAS to both the
Klamath Falls and Medford exchanges. Under the facts presented in this case, petitioners are
essentialy precluded from making acritical needs showing for both exchanges. Since each exchange
offers the goods and services necessary to meet the petitioners' critica needs, a community of interest
determination with one of the exchanges would preclude a smilar determination for the other. 1t would
be difficult for petitionersto first contend that a proposed EAS route to one of the exchangesis
necessary to meet their critica needs, and then assert that the proposed EAS route to the other
exchange is a0 necessary because of critical needs not met by thefirdt.

The issue we must decide, therefore, is whether the Klamath Falls or Medford
exchange would better serve the critical needs of Crater Lake petitioners. It isadifficult choice, as both
communities offer medica, dentd, professona, and business services. The survey of exchange
customers showed an amost equa reliance on both cities for these services. After consideration,
however, we conclude that the Klamath Fals exchange is the better choice for severa reasons. Firg,
the city of Klamath Fallsislocated some 20 miles closer to the Crater Lake exchange than Medford.



ORDER NO. 01-288

This reduced distance isimportant, especidly during winter driving conditions. Second, and more
importantly, the Crater Lake exchange is located in Klamath County. Klamath Falsis the county seat
to Klamath County and, as such, provides essentia governmentd servicesto Crater Lake exchange
customersthat are not availablein Medford. Third, children that live in the Crater Lake exchange
attend schools in Chiloquin, adso located in Klamath County. Consequently, the Klamath Falls exchange
offersthe Crater Lake petitioners access to governmenta and educationd services not avallablein
Medford.

CONCLUSION

Accordingly, the Commission concludes that the Crater Lake exchange petitioners have
established that a community of interest exists between the Crater Lake and Klamath Fals exchanges.
The evidence presented at hearing establishes a sufficient degree of dependence by the Crater Lake
petitioners on the Klamath Fdls area to justify EAS converson. The Commission further concludes that
the Crater Lake petitioners have established that the proposed EAS route to Klamath Falls is necessary
to meet the critical needs of customers due to the unavailability of essential goods and services located
in their own exchange or a neighboring exchange.

Based on these conclusions, the Commission further finds that a community of interest
exists between the Crater Lake and the intervening Fort Klamath and Chiloguin exchanges. In cases
where petitioners establish a community of interest with a non-contiguous exchange and demondirate that
the EAS route is necessary to meet their critical needs, the Commisson will dso declare that a
community of interest exists between the petitioning and intervening exchange(s). Establishing new EAS
routes to both the target and intervening exchanges will avoid customer confusion as to long distance
cdling areas. See Order No. 99-038.

In reaching this decison, the Commission notes that petitioners dso sought EAS to the
Rocky Point exchange, which lies south of the Fort Klamath exchange. While the Rocky Point
exchange technically lies between the Crater Lake and Klamath Falls exchanges, it does not provide as
direct of alink as does the Chiloquin exchange. Moreover, while the petitioners offered evidence of a
community of interest with the Chiloquin exchange, they introduced little to no evidence rling to the
Rocky Point exchange. Due to these reasons, and because of the lack of possible customer confusion
asto long distance cdling areas, the Commission declines to find that a community of interest dso exigts
between the Crater Lake and Rocky Point exchanges.

Fndly, the Commission concludes that the petitioners have falled to establish a
community of interest with the Prospect, Butte Fdls, Shady Cove, White City, and Medford exchanges.
Of these five exchanges, petitioners offered evidence primarily with regard to the Medford exchange.
While the petitioners rely on the Medford exchange for goods and services, their concurrent request for
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EAS to the Klamath Falls exchange precluded, under the facts presented, a finding that the nor+
contiguous EAS route to the Medford exchange was necessary to meet their critical needs.

ORDER
IT ISORDERED that:

1. The petitioners served by the Crater Lake telephone exchange have established a
community of interest with the Klamath Fals exchange, and that the Crater
Lake/Klamath Fallsinterexchange route is necessary to meet the critical needs of
the petitioners because of the lack of essential goods and services located in their
own exchange or a neighboring exchange.

2. The Commission further finds that a community of interest exists between the Crater
Lake and the Fort Klamath and Chiloquin telephone exchanges.

3. The petitioners have failed to establish that a community of interest exists between
the Crater Lake and the Rocky Point, Prospect, Butte Falls, Shady Cove, White
City and Medford telephone exchanges. Those portions of the EAS petition are
denied.

4. Thiscompletes Phase | for the Crater Lake/Fort Klamath, Crater Lake/Chiloquin,
and Crater Lake/Klamath Fals portions of the petition. These interexchange routes
are now ready to enter Phase |1, the rate and cost phase. For Phase 1, these
routes will be grouped with al other EAS dockets that successfully complete Phase
| by August 1, 2001. The telephone companies serving the Crater Lake, Fort
Klamath, Chiloquin, and Klamath Fals telephone exchanges shall file proposed
rates and supporting cost information by October 15, 2001.

Made, entered, and effective

Ron Eachus Roger Hamilton
Chairman Commissoner
Joan H. Smith
Commissoner
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A party may request rehearing or reconsideration of this order pursuant to ORS 756.561. A request
for rehearing or recongderation must be filed with the Commission within 60 days of the date of service
of thisorder. The request must comply with the requirementsin OAR 860-014-0095. A copy of any
such request must aso be served on each party to the proceeding as provided by OAR 860-013-
0070(2). A party may apped this order to a court pursuant to gpplicable law.



