ORDER NO.00-392
ENTERED JUL 21 2000

Thisis an eectronic copy. Attachments may not appesr.
BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UM 948

In the Matter of the Petition for Extended )
Area Serviceby theMILL CITY ) ORDER
TELEPHONE EXCHANGE. )

DISPOSITION: COMMUNITY OF INTEREST FOUND WITH SALEM;
NO COMMUNITY OF INTEREST FOUND WITH
AUMSVILLE-TURNER AND DETROIT

On October 1, 1999, the customers of the Mill City telephone exchange
(petitioners) filed a petition for extended area service (EAS) to the Sdem, Aumsville-Turner,
and Detroit telephone exchanges. A map of the affected exchangesis attached as Attachment
A. The Commission docketed the request as UM 948 for investigation.

On February 16, 2000, the Commission Steff filed testimony for Phasel,
Community of Interest Determination. Based on areview of geographic and telephone usage
information, Staff concluded that the petition failled the Commission’s objective criteriafor a
community of interest. See Order Nos. 89-815 and 92-1136. Staff’ s testimony is summarized
in Attachment B.

On March 3, 2000, Michad Grant, an Adminigtrative Law Judge (ALJ) with
the Commission, issued a proposed order adopting Staff’ s findings and recommending that the
petition be dismissed.  Petitioners subsequently requested an opportunity to establish, through
demographic and other evidence, that acommunity of interest exists between the Mill City
exchange and the Salem, Aumsville-Turner, and Detroit tel ephone exchanges.

On May 30, 2000, ALJ Grant held a hearing on this matter in Mill City,
Oregon. Approximately 40 people agppeared in support of the petition. Renee Willer,
authorized representative, appeared on behaf of GTE Northwest, Inc.
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Based on the record in this métter, the Commission makes the following:
FINDINGS OF FACT

The Mill City, Detroit, and Aumsville-Turner telephone exchangesliein the
Santiam River valey in Western Oregon. The Salem exchange lies at the confluence of the
Santiam and Willamette Rivers in the mid-Willamette Valey. Mill City, the petitioning exchange,
conssts of gpproximately 1,500 customers and currently has EAS to the Lyons and Stayton
telephone exchanges. The Detroit exchange consists of about 425 access lines and has no EAS.
The Aumsville-Turner exchange congsts of approximately 2,250 access lines and has EASto
Stayton and Sdlem. The Salem exchange has over 123,000 access lines and has EAS to
numerous neighboring exchanges. GTE Northwest, Inc., sarvesthe Mill City, Aumsville-Turner,
and Detroit exchanges, while U SWEST Communications, Inc., serves the Sdlem exchange.

Professional and Business Services

The Mill City exchangeisarurd logging and recregtiond area that includes two
incorporated cities, Mill City (pop. 1,650) and Gates (pop. 530). Both Mill City and Gates are
small townsthat cannot support the commercia and professond services required to meet the
basic needs of arearesdents. Currently, the area has a bank, three small markets, a sports and
liquor store, atavern, and some restaurants. Due to this reason, the area dso lacks employment
opportunities.

Dueto the lack of loca services and employment opportunities, Mill City
exchange resdents depend heavily on neighboring communities to meet their basic needs. The
city of Stayton, located about 15 miles west of Mill City, is the closest town that offers some
commercia, professond, and retail services, aswell as employment opportunities. Stayton
offers several grocery stores, video rental shops, a sporting goods store, avariety of fast food
restaurants, and other retail shops. The city aso offers some bookkeeping, banking, legd, and
other professiond services. With a population of about 6,000, however, Stayton isalso a
relativey smal city with limited offerings for arearesdents.

Asaresult, most Mill City residents seek essentiad goods and servicesin Sdem,
located about 35 mileswest of Mill City and directly accessed via State Route 22. With a
population of over 120,000, Sdem isardatively large metropolitan area that offers awide
variety of professond, commercid, and retall services. Given its Sze, Sdem d<o offers
numerous employment activities. Consequently, many Mill City exchange residents commute to
work in Salem.
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Schools

The children of the Mill City exchange customers attend schoolsin Mill City or
Gates. The Mill City schools also serve middle-school and high-school students thet live in the
Detroit exchange.

Governmental Services

Because the Santiam River equaly divides the Mill City exchange, hdf of the
exchange resdentslive in Marion County, and hdf livein Linn County. Most residents,
however, obtain governmentd services in Saem, the county seat of Marion County. Given its
larger 9ze and essier accessihility, resdents look to Salem for avariety of county government
officesincluding County Sheriff, Circuit Court, Digrict Attorney, Planning and Building
Departments, County Tax Department, and County Clerk. Because Sdlem isaso the Sate
capital, Mill City residents can also access the numerous state agencies located there, such as
Adult and Family Services, Employment Division, Trangportation Department, State Forestry,
State Police, and Fish and Wildlife.

Emergency Services

Mill City exchange resdents are served by a volunteer fire department. The
ared s dispatch center is located in Sdem, and medical emergencies are transported to elther the
Stayton or Sdem Hospitd, depending upon severity.

Medical and Dental Services

The Mill City caling area has no medica and dentd providers. Some exchange
residents seek primary medica and dental care in Stayton, where a handful of providers
practice. Most residents, however, seek primary, as well as specidized carein either Sdem,
where a greater number of physicians and dentists practice.

Toll Avoidance

Many Mill City resdents engage in avariety of toll avoidance practices.
Residents often avoid toll calls by combining atrip to Sdem with their telephone activities.
Othersrelay cdlls through neighbors or friends. Some use cdllular telephones or prepaid long-
distance phone cards. In addition, alarge number of exchange customers use aternative long
distance carriers when placing toll calls from the Mill City exchange.
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CONCLUSIONS
Commission Palicy

The Commission has long recognized the problem with outdated tel ephone
exchange boundaries. In many parts of the state, origind exchange territories no longer relate to
community boundaries. Improved roads and highways, changesin loca economies, and the
growth or decline of cities and towns have greetly modified wheat local resdents view asther
community.

To address this problem, the Commission alows telephone customers to
request EAS to other nearby exchanges to increase their toll-free calling area. EAS isimportant
to many customers, because it alows them toll-free access to family, friends, neighbors, and
businesses, aswdll as emergency, medical, educational, and governmental services, not located
inther locd cdling area.

EAS s not a cost-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 ardativey
smal number of customers are replaced with smaller chargesto many cusomers. The
implementation of new EAS routes, therefore, may create new problems as telephone
companiestry to recover logt toll revenues.

Due to these competing concerns, the Commission has established areview
process designed to balance 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
fird requires that a community of interest exist between the petitioning exchange and target
exchange(s). A community of interest exists where thereisa“socid, economic, or politica
interdependence between two areas, or where there is a heavy dependence by one areaor
another areafor services and facilities necessary to meet many of itsbasic needs” See Forest
Grove EAS Investigation, Order No. 87-309, at 8.

The Commission firgt attempts to make a community of interest determination
based on an analysis of cdling pattern data. In this process, the Commission Staff reviews
cdling datato determine whether a sufficient number of calls are placed between the exchanges,
and whether a sufficient percentage of customersin the petitioning exchange are making those
cdls. Thistest isknown as the objective criteriatest and requires an EAS petition to meet the
following requirements

1. Contiguous exchange boundaries— The petitioning exchange must
share a common boundary with the target exchange(s);



ORDER NO.00-392

2. Minimum cdling volume - There must be an average of four toll
calls per access line per month between the contiguous exchanges,
and

3. Minimum caling digtribution - More than 50 percent of the
cusomers in the petitioning exchange must make at least two toll
cals per month to the contiguous exchange(s). See Order Nos. 89-
815 and 92-1136.

If apetition fails to meet these objective criteria, petitioners may request the opportunity to make
an dternative showing of a community of interest through demographic, economic, financia, or
other evidence. In this dternative showing, the Commisson relies on an analyss of the following
factors.

(2) geographic and demographic information; (2) location of schools;
(3) governmentd and jurisdictiond issues; (4) emergency services,
(5) socid sarvices, (6) medica and dental providers; (7) employment
and commuting patterns, (8) business and commercia dependence or
interdependence; (9) trangportation patterns; (10) the results of the
objective criteriatest; 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.

Community of Interest
|. Objective Criteria Findings

Pursuant to the Commission’ s request, GTE Northwest, Inc., and U S WEST
Communicetions, Inc., provided cdling pattern deta for the Mill City, Salem, Detroit, and
Aumsville-Turner telephone exchanges. A review of geographic and telephone usage
information revedl s that none of the requested interexchange routes satisfies the Commisson’s
objective community of interest criteria.

The Mill City exchangeis contiguous with dl three target exchanges. The cdling
pattern data, however, showed little caling activity from the Mill City exchange to the Detroit or
Aumsville-Turner exchanges. Lessthan onetoll cal per month was placed between Mill City
and the two exchanges, and less than 8 percent of the Mill City exchange customers made at
least two tall cals per month to either the Detroit or Aumsville-Turner exchanges.

The data showed more cdling to the Sdem exchange. In fact, the proposed
Mill City/Sdem interexchange route satisfied the calling volume criterion, with over six tall calls
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per line per month placed between the exchanges. The route, however, failed the customer
digribution criterion, with only 35.73 percent of the Mill City exchange customers making at
least two tall calls per month to the Sdem exchange.

II. Demographic Evidence

The Commission concludes that the Mill City petitioners have established,
through demographic and other evidence, that a community of interest existis with the Sdem
exchange. Petitioners established a sufficient degree of dependence by the Mill City exchange
residents on the Sdlem exchange. As noted above, the Mill City exchange is comprised of a
rurd logging and recreationa areawith few loca busnessesto serveitsresdents. Sdem isthe
closest city where a Szable number of businesses are located. Located just 35 miles from Mill
City, Sdem isardatively large urban center that offers Mill City exchange residents reasonable
accessto avariety of professonad and business services, aswell asretail and other commercid
activities.

The city of Sdem isaso the county seat of Marion County. Although the Mill
City exchange covers portions of both Marion and Linn counties, most exchange resdents find it
more convenient to obtain needed servicesin Sdem due to the geographic proximity and direct
road access. Numerous socid service agencies run by state agencies are dso located in Sdlem.

Many Mill City customers also engage in avariety of toll avoidance activities.
Many residents smply save calls and make them in the Lyons, Stayton, or Sdem exchange. A
large number rey on the use of cdllular phones and other toll carriers. Had these calls been
cgpable of measurement and been included in Staff’ s andlyss, it is possible that the Mill City
cusomers would have satisfied the Commisson’s caling pattern criteria for acommunity of
interest with the Sdlem exchange. Indeed, the petitioners passed the calling volume requirement
and narrowly failed the customer digtribution criterion with over 35 percent of the customers
making a least two tall cals per month to the Sdem exchange. Theinclusion of this uncounted
cdling activity may have been sufficient to exceed the Commission’s objective standards.

The Commission further concludes, however, that the Mill City petitioners have
failed to establish a sufficient community of interest with the Aumsville- Turner and Detroit
exchanges. While some petitioners offered evidence of tiesto Detroit—most sgnificantly with
reference to the local schools—all testified to stronger tiesto Sdem. This decreased reliance is
aso reflected in the objective criteria test, where the calling pattern data showed considerably
lower numbers than those for the Sdem exchange.

In summary, the Mill City petitioners showed strong ties to the Salem exchange.
The Commission concludes that such evidence, when viewed with the results of the objective
community of interest findings, establishes that a community of interest exists between the Mill
City and the Salem exchange. That portion of the EAS petition

6



ORDER NO.00-392

should proceed to Phase I for tariff analysis. The Commission further concludes that
the petitioners have falled to establish a community of interest with the Detroit and Aumsville-
Turner exchanges. Those portions of the EAS petition should be dismissed.

ORDER
IT ISORDERED thét:

1. The petitioners have established, through demographic and other
evidence, that acommunity of interest exists between the Mill City and
the Salem telephone exchange. This completes Phase | for that portion
of the petition. For Phase 11, the proposed Mill City/Sdem
interexchange route will be grouped with al other EAS dockets that
complete Phase | by August 2000. The telephone companies serving
these exchanges shdl file proposed rates and supporting cost
information by October 16, 2000.

2. The petitioners have falled to establish that a community of interest exists

between the Mill City and the Aumsville-Turner and Detroit exchanges.
That portion of the petition is denied.

Made, entered, and effective

Ron Eachus Roger Hamilton
Chairman Commissoner
Joan H. Smith
Commissioner

A party may request rehearing or reconsideration of this order pursuant to ORS 756.561. A
request for rehearing or reconsderation 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
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provided by OAR 860-013-0070(2). A party may apped this order to a court pursuant to
aoplicable law.



