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DISPOSITION: APPLICATIONS APPROVED

On August 16, 2007, Qwest Corporation (Qwest) and Pine Telephone
System, Inc. (Pine Telephone) made contemporaneous filings seeking to effectuate a
transfer of allocated service territory pursuant to ORS 759.560. The territory, known
as the “Three Rivers area,” is currently located in Qwest’s Culver Exchange. Qwest’s
application seeks permission to abandon the subject territory, as well as the approval
of its revised Culver Exchange territory. Pine Telephone’s application requests
allocation of the abandoned territory, which will become the Three Rivers Exchange.

On January 9, 2008, the Commission Staff (Staff) filed
correspondence in response to the filings. Staff concludes that the applications are
not contrary to the public interest and recommends that the Commission approve
them.

BACKGROUND

The Three Rivers area lays to the west of the Deschutes River and is
located approximately 50 miles north of Bend, Oregon. The 110 square mile area is
bordered on the north by the Metolius River and Lake Billy Chinook.

The Three Rivers area is not close enough to existing Qwest facilities
to allow Qwest to economically serve the 132 homes and businesses located there.
For this reason, Qwest seeks to abandon the territory. Pine Telephone, in turn,
requests that the territory be allocated to it so that it may provide telephone service to
the unserved area. Pine Telephone has concluded that the existing cost recovery
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mechanisms for its existing exchanges—including access charges, federal and state
universal service support, and local rates—are adequate to support the construction of
facilities in Three Rivers.

With its application, Pine Telephone included a copy of proposed rates for
service in the proposed Three Rivers Exchange. These rates, which would be filed for
Commission approval in a separate Commission proceeding, propose to charge business
and residential customers a monthly flat rate of $15.00 with no extended area service
(EAS). Staff does not object to these proposed rates and, given the level of outside
support necessary for service to the Three Rivers area, concludes they are reasonable.
Staff also adds that, although the Culver Exchange currently has EAS to the Bend,
Madras and Redmond exchanges, there are no current Culver Exchange customers in the
Three Rivers area that benefit from this service. Accordingly, Staff does not oppose Pine
Telephone’s proposal that customers in the new Three Rivers Exchange will be required
to use toll service when calling the Bend, Madras and Redmond exchanges, rather than
EAS. Indeed, Staff points out that, if calls were EAS rather than toll, much of Pine
Telephone’s revenue would disappear, and the project might not be economically
feasible.

Qwest and Pine Telephone each filed for Commission approval maps
showing the proposed area to be abandoned by Qwest and allocated to Pine Telephone.
See Appendix A. Qwest also provided a revised Culver Exchange map for approval. In
their respective applications, Qwest and Pine Telephone each requested waiver of
OAR 860-025-0027(1)(e) and (f), which would also require the parties to file legal
descriptions of the areas, including metes and bounds. The parties note that current law
no longer requires the use of legal descriptions for the approval of territorial allocations.
See ORS 759.500(1).

DISCUSSION

Staff supports the applications and is encouraged that Pine Telephone
will be able to bring telephone service to this unserved area. Accordingly, Staff
makes three recommendations. First, it recommends that the Commission waive the
filing of legal descriptions of the subject territory otherwise required by OAR 860-
025-0027(1)(e) and (f). Second, it recommends that the Commission allow Qwest to
abandon the area known as Three Rivers, and approve Qwest’s revised Culver
Exchange that omits this area. Third, it recommends that the Commission allocate
the abandoned Three Rivers area to Pine Telephone, and grant Pine Telephone
authority to serve the Three Rivers Area as an additional telephone exchange.

CONCLUSION

For the reasons cited above, we find that the proposed abandonment by
Qwest of an unserved portion of its Culver exchange, and the subsequent allocation of
that unserved and unallocated territory to Pine Telephone, is reasonable and not
contrary to the public interest. The applications should be granted in their entirety.






