
Service Date: April 17, 1987 

DEP.'\l<.Tl-!E~~T OF' PUGL~C SERVICl-: PEGULATIOIJ 
BEFOHE TFE PUBLIC SERVICE COI'iHISSION 

OF Tl!f. ~~'.L'ATE OF MONTANA 

* * * * * 

IN THE 1·11\TTER of tl~c ;\f)p1icatic!n of 
the Hegu 1 a ted fv1embc r s of_ TELEPHONE 

l.lTJI.ITY DIVISION 

EXCHANGE CARR I EF::; Ci.F 1'10NT l\.1:-.'l\ ( TECOl'l) 
for l; u thor it y to l ncr c a s c T·: a t:.r'::: for 
In t r il "tat- c Ac c c"" ~; r • :- v 1 c" s . 

F H:I\L ORDER 

Calvin v 

FOR :vl.OUNTAIN BELL: 

DOCKET NO. 8G.7.34 

ORDER no. S:::?Sa. 

Dennis Lop.::wh, t·iountain LlclJ, P.O. Box 1716, Hcl_cna, J-IT 
59624 

Gcralyn 
Helena, 

BEFOPE: 

Drisc:c.!;, Sti1f; 
i·lT 596/0- ~'b(il 

2701 

HOWARD L. ELLIS, C'on'rni."~~innc~· & litC':arin<; Examiner 
TOI-1 !·!ON 1\lll\N , C m:1111i s s i or·, c· ·r 

DANNY OBERG, Commissioner 

Prospect i'\vcnuc, 



DOCKET NO. 86.7.34, OROER NO. 5225a 2 

PROCEDURi'\L DACKGPOmm 

1. 0 n ,J u J y 1 8 , 1 9 8 G , T e 1 e phon c Ex chan C) c C Cl 1-r i 0 r s o f J'vi on-

tan a (TECOI-1) rcq,_;r'c-:tcd authority to incrE:e<se th0 charges for 

intrc:st::lte cC\rrier accc~~~~ services. TECOM is an ?ssociation of 

five srn0ll rc>oulotcd independent t0l0phonc companies anc: thir-

teen rural tc'~cpl~c·nr cooperativE:~; set up to 2c1ministcr pooled 

cc::rrier acce<.'S rates. The r0gula ted members of TCC'Ot>~ arc Hot 

Spr i ncr s Te 1 epl10ill' Company, T. i ncoln Tc lcphone Company, Project 

Telephone CcmFilil'', Bc·nnn Tclcpl10nc Company 1 and Southern fvlontu.nC1 

Telephone Compar~y. 

carr i c· r CJ c c r" s ;- f_' v c r: u c s b \.' S ?. , 4 8 2 1 8 1 7 . C' f t h i s am r) u :-' t: , S 4 5 8 1 8 0 6 

would he attrih1:t::ll>lc to the rPqt~L:tccl ccn:panics. 

On ') ') .. _)' the~ Cumm iss ion issued Interim 

0 r d c r l'l o . 5 2:? 'i . This order grunted annual increases of $448 1 774 

i n c a :cr.- l c r a c c e s ~c; r c v c~ n u e ~; t o r' E C 0 !'': ' s r e q u 1 a t e d m c m b c; r s . 

3. On Dcccrr>bcr 15, 19SC TFCOn fj1c6 n_,butti:ll testimony 

t h c; t r c v i '' r · cl t_ h c c ;.: h i h :it s t o e: x c l u d c i r; s i de v: i r c , a c1 v o 1 t i s i n q 1 

ancl CPE as the- intt!rim order rerruircc1. TECOi'l also adjusted 

accese> r.l:i_nutco; anc~ removed approximately $GOO 1 000 in carrier 

l'''c;uirec; !1\' U:c stipti.lation bet\veen the 

a.nc] i·1oGn::<~in Bell in 

Docket No. 2!l.4.JS. 

TECOM. T i1 P. $ r; 0 l' 1 C \,(! O' v i c; i. (\ r. ~>.'a s a c c c p t c d b v t h c C 0 nn j s s i o c a s 

a compLiE:t!lCC filir:c i;' Do~ket ~:c. 84.4.15. 
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4. Interim. The Commission entered Interim Order No. 

5225 in this docket on September :23, 1986. The CAC prlces re-

sulting from the Commission's interiw order are as follows: 

INTERIM TECOM CAC PRICES 
(c/MOJ\) 

--------------

CCI.~ 

LT'JT 

LT: 
< 1 ~j i 1 (' 
J- R " 
8-16 11 

1h-:2S " 
/'i-50 " 
s n- 1 r; n ·• 
> 10(1 " 

Traffic 
Sensitive 

1 . 4 7 

1 . 4 5 

1. 18 
2. 4 7 
2. 75 
2.95 
4. 6 6 
6.64 
9.9 

Nontra.ffic 
Sensitive 

4.52 

Note the CCLC from the Commission's intr:"rim orr1er was 5.12c. 
The abov2 4.52c fiC]urc rcfJccU; il further phase dm.;n to the CCLC 
in the amount of $Gno,ooo effective JarnJar'' 1, 1987. 

--------------------

5. After proper notice, a public hearinq wan held January 

G, 1987. 

SUM1>1ARY OF TES'J'IMO:--JY 

6. Bec3use the TECOM filing stems, in part, fr~m the 

Commission's recent in tras tC\ tc access docket (Order No. 50 5 5g) , 

• c.g;;:;;MtLatt44-J!UiiiM t _JJ%Mk&tJ.!M!i I UM!ii _£2:;&Qi&Q.IML£ £Aq..;;;;;&Ji 0£. $ZCJ LU. £CUI !J QU iSh ZJ&Utz.W!M&ilifiJiitiZMk&Oi J J . t .2M 
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the principle rate desiqn issues involve carriPr access charges 

(CACs). 2ACs 1n turn include nontraffic- and traffic-sensitive 

elen1c:nts (N'I'S and '.:'S). 'I' he NT S t) or t ion o f C l' C i s the c a r r i e r 

commc)n l inc charqc (CCI.C) clement. The TS portions are: 1) 

local tr:ansport (L'l') 

switching (LS). 

2) line t.cnr,ination (I.NT), and 3) local 

7. Order No. 5055g in uockct f3:1.4.1S, required a phase 

down of the NTS co~:ts recoven:-d from the CCLC portion of the 

CAC. The following reviews TECOM 1 s proposals, intervening party 

positions ,-mel the Commission 1 
,.-, decisions. 

8. 'lTC01v1 'TESTHiotlY. Willard Davies tcrtified on the 

methodology used to provide cost support for intrastate carrier 

a c c e s s s c ::-'!ices . The costs were cc..lcu1 a ted using rnethodolog ies 

set forth in the F:!VlTS/Hountain Bell sti_pulation in Docket No. 

84.4.15. 'l'ECOr-: c'!evclopc:d the costs u~;inq FCC l)art. 67 and Purt 

69 procedures. Part G7 is ~:~:.ed to sepc:rate interstate and iLtra-

state costs. The ind.:;pendcnt cornpa11ies !td\lt' used thf·se same 

procedures to arrive at an intrastate tol] revenue requirement. 

Part G9 is used to further sr'parate the jurisdictional costs 

into access rate clements. 

9. Mr. Denis J. Felder testific~ about TECOM access tariff 

issues. 'l'ECOM 1 s 13 members include 5 regu1<ltC:'cl cornpanies and 8 

unregulated Co-ops. TECOH 1 s filing reflects the PJ.!TS/MBT stipu-

lcttion in Docket No. 84.4.15 to change from the settlements 

process to access charges. 
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The 'l'ECOM member~; prcpos:: a statev.:ide aver.:.qc rate structure in 

lieu of individual Company access prices. The companies assert 

that it i:; d0sirablc to maintain c+.:atewidr: avcrayc toll prices 

on noncompetitive routes and t!,;:: this propoc>al will achieve 

thi:. qna 1. TF.CCH·1' s propo~al bases access price:; on t-'lontana 

s p ,_ .. c i f i c cos t ~ ll' ~:; t c a c'l o f t h •~ tl at i o !1 a l Exchange C a r r i e r s As f o c i a -

t i on t <:1 r i f f s t h a t we r e u sed i n t !1 e p a s t . Furthermore 1 th· ~ aver-

age price~ ~trc for each clement of the Cl\C (the carrier common 

line charyc 1 the local transport, line tcrrnin0t.ion and local 

averaged for both regulated and Co-op members of SHitch) 1 

'l'ECOl'-1. Each r:\t'Plber would remit access revenues to 'l'ECOM and 

r e c e i v <-: a s h ~u· e o f t h c lot: a l revenue ~; l n prop or t ion to i t s 

costs. 

11 Bccbuse F<onun and Hot Sprinc;~ telepho!'c· companies 1 two 

of the five n·~gu1atec1 companies, h~vr~ been "Cl.vcrage settlements 

companies" (ct~, C·pr:-osecl to "individuctl cos..:" companies), each 

Company'::,; rcvc·r\UC requiror:1ent WetS allocated to access price 

elements lJascd on the percent of revenue requirement the same 

price clcr;cnt comprio~C'd for the· "individuol cost" compi'lnies. 

1 " 'l'ECCif·! injtiolJy proposed a two-part CCLC 1 but later 

withC:rc:H the proposz•J (TH p. J 7). 'I' E C 0 l\1 ' s f i n a l prop o E; a l in-

eludes a cne (l) pc:rcent pool udministration charge. 

13. As discusssd ilt pages 6 and of in this order, the 

local transport portion of the CJ~c is contested by l\T&'::'. TECOt-1 

proposed to average the local transport part relative to the cur-
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r c n t r:~ i lea g c ~; e :1 s i t i v e price s t r u c t u r e . This issue in turn 

r e 1 ate s to t h c "r:H~ c t r) o i r: t " b i 11 in g i s sue in t hi s no c k o t .. 

14. TECOM made proposals pertaining to Special Access. 

The Co run i s s i on 1 s 

interim o.rder c1iSPliSc~ed these issues from the cJOckct.. 

15 . Jntervenor T0stimonv. intervenor~; in this clockE'~t ------·- -----------··--------~ 

were l':ountain l~cll., l\T&'f' Cornn·unicution~.; of the l'1ount<lin States, 

t>-1CI and !ViontrH1d Consume·- CDunsel. TRCOM and Mountain Hell filed 

testimony. TECOH, Hour:tain Bell <tncJ P•.'r&T particip.::1tc:cJ .in the 

hezn ing. Numcrouf, partit:s intcr'JE·nccl in t-his docket. t•lr. Eu-

gene Enebo tcs ti ficd for r-;ount<J in Bell, t>-i[l'l' 1 s proposa 1 s fol--

low. Fir~;t., I·Hl'I' r.ad no r.,ajor concer-ns Hith the co:;ts proposed 

for acces'l charges und rccommcnckd tllut the ad-justed co.:;ts be 

accepted to the p"rpose of <·~:tablishing access rates. Second, 

f·H::r only cor.2ur:3 •.:i th TECOt-'!' s minutes of access (!'10/\), rcservinq 

the right tcJ i.llurninatv c!ispariUe~> after actuul MOAs are 

known. Thirdly, MBT di!.:;aF;proved of TECO/Vl'~; l\ulk Hill in the 

CCLC. 

16. Final Urc;cr No. 50'i5g of the acces~ docket (Docket No. 

84.4 .15) is 1·c~plete with reference to the need to u~>e incremcn-

tal coste; (c·.g., Finding Nos. 18, 22, 23 und .:4). 'l'ECOM Is fil--

ing and ~itness 1 tPstimony reflects an abscnse of discussion and 

interest in the relevance' of incrc!Tlental costs (e.cJ., TR 7) to 

efficient rc3ource allocation. One possible usc 0f marginal 



D 0 C K E 'I' ll 0 • 8 6 • 7 • 3 4 , 0 R DE R N 0 • 5 2 ~: 5 c.. 7 

cost informJtion is discussed b~low with respect to local tr~nd-

port prices. 

17. AT&T r21ises un issue concerning TECOM' s proposE'rl local 

transport ( ur l price ('I'R 20-L5). AT&T's position _s ~-hat 

TECOM's L'I' price, is too high and improperly computed. The Com-

mission denies 1\'l'r.T's request to revise 'I'F.COr-.-l's L'T' price in the 

present Jocb:l. 'I\.;u comments arc rc·lcvont .Ln this regard. 

cern, ass u rr.c d 1 y o t L c r p ric c f; v: ou 1 d incrc·<~S<' to make TEC0~1 

v1hole. lt is net c1t all c]c!cll- hov1 much the r:r price call l;c low-

ered before it rcachr~;; marginal cost due to thE' ,1bsence of mar-

ginal cost in:c;rmor.ion in this docl-:(·t. 

other prict~s v;ould Lc .increased (e.g., other C!•.C orices or sub-

1 f) • S e con d , -c he C orrun i s s ion i s not con v inc e d by r\ T E.'J' ' s a r g u-

ment that TECOP!' s method to compute L'I' prices is in error. The 

CoMnission recognizes the fact thot TECOM's cff0ctive r~tcs are 

high. What appears to be the b~sis of TECOM's r0Jatively higer 

L'l' prices is rclcttively hic;her costs tllzm t·iountain !Jell's. 1\':I' & T 

filed no test:i:ctony in this docket. If 1\'l'&'l' believe~; there is a 

double counting of costs in LT prices, then further supportive 

data will be needed by the Commission. 

l c '). 2:n its bri<::f A'I'&'r also raises the issue of a "w-indfall 

net r·evenue recovery" to Mountain Bell. At page 6 of its brief 

Nr&'l' stiltes: 
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[ I ) r; c r c c: s ,..., r: .'I; B T n e t r c v c n u c r c co v c r :':' 
fn)r:: ;1r.~ccss charges j s not nrutralizt:c2 by 
Jny offset of ~1I3T or cmy othc' party. In 
~L:ct, ju:::t the opposi tc is trL:c. l'-lr. E:;cbo 
ocknowlcdgcd during the hearing th~t ar a re­
suJ t n~ the tc·rmination of sct:~:lcrncn+-s, l'-IDT 
h'oulci have o. ne~· CXfK:nse -r-eduction... This 
w 1 n c~ ~ 1 J. j n l' t 
t c n t \•Jl t h t h c 

revcr.ue recovery is ir.consis­
rcquiremcnt nf Order no. S055g 

8 

~t p200 3 of its brief 

~-;c) r~i.l-r'cti,:c \·J(JS r·:r.tr:;rPrl lJ~·' the: Ccrnr:1is·­
s 1 or: v,' j Ur rt.' s r ,-, c t +: c' any sa': i r - -~ tJ> b c r c ttl -
i::r•ci tl:rc>:nh the rcrmi;ration of the int:r:r­
lJ~rr/\ r:()Ol.... r:ountain J3~c~1] rccci\/CC} SI)Ccif­
ic din•ct'._cn jn the PSC's final order os to 
r•c"·'' CG har~dle reduced CCJ[:t~; \·lith r~spcct to 
i1 l C' ,,. (' r r.:; d c o n t r i b u t i c n t o s u p p o r t t !; c i n d c -
p c n cl c n t , ' l'7 T ~; cost: s . T b c P S C (! n t e r c c1 r, o 
dirccti\'C v.'i th r<'Spcct tc.; the r_>ffcct of c1im­
inat_j,,n the inh·l!,ATi\ pool. 

21 T:1'' Co::'mj ssion v,;j shes tc L>lJ• thjs opportu;~ity to clar-

ify tu r;p:r that jt- i.ntcnds th<Jt On1cr No. r:.r1~,Sq bo revenue neu-

r-. n T ~ lc' not cJciir ho\v ilr:d tc "'·l;z:t 
ENT.:;/rmrr .:ctipul,CJ.tion affects 

!',HT' s ~.ci+~J cmcnt co~>t!.-; or ?T&'I'' s accPss pay­
'11<·:.~~-=. 'i' the' cxtc·nt that the $900,nno !-;r,;Ts 
o'c!uc:tiOl' t1.f'!).Jics to i•'JWf (anc'l it is expected 
thct appro:-:1rr.ately RC:? c•i it will apply) the 
nr''.: :::-evenue fJ m,· t.o i'·lDT shall off-set the 
1-'TS/CC~C reduction(:::) ?I'd corrcsponc1ing in­
r·reCio0J' j n pricco.. ':'he 1'1PSC directs f.:P.T tr 
Jilc it c<:Jculclt:ion of this r•f-7'c·ct .1n :·(·-

'T < m s c t o t h i '3 0 n~ c ~: . J t i '; t h c i n t e n t o f 
the :.lPSC tn ensure that not 
revenue-neutrality is nchieved for each com­
pan~· i ncl i \' ic1ua 1} y, u.nc: for the .S Ut tc, collec­
tively. 

;::;;;::;kls: '" :. .:. I! __ . SiXJGkl &. . £. tl JJLL 
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22. The c:cJmrni_ssion 1.s a\·lare of a CJUC~ticJn concerning the 

r::ffccts of the: /ln'l'/FW'l'S ~~tipulat.icn of $900,000 jn J986 and 

$GOO,OOO .in j087. The Commission v;i1~ he rcviPvlir:q i<BT's Hay 

fi.linq l.J' nne};(' t No. S6.1l.fi2 ( J J ) onc1 the 1 . compj_lance fil-

ings on 1·1D'' 1" J 9 R 7 i n L: o c k e t No . B tl • ~ • 1 5 to e r: s u r c rev en u c 

neutrality for nll co~panics. 

:n. Flna1l:-', the" C'cir,mission finds tho~: thC' CJdditional rove-

nue rcduct.ion ln the arrcunt of $51, 54L: due to fir:.J] ization of 

the 198~) coc;t ~~tudics, rtu~;t_ be a docreaf'c to thr~ CCLC price ele-

mer.t. 

phcne Company 1 Pro J c·ct Tclephcne Company, l~oTian Tc l0phone Compa 

vidincr requJc1~·r(! L1:J •.'communi.c0tion sc·rT~_t: ln Hontdna and, as 

such, ut.iJitie~; v: j thin of Section 

6 9-:::,- ' r1 ' I riCi\. 

os -iu1·i ::-;dictior: C'':·· i !lot S;;rj r:g:~ Tclcphc•nt·, Comp0.r:y, Lincoln 'l'clo-

3. The Cormnls:.::.ion has pro\'idcd adequa+-0 public notice of 

all proccrx1ings in thi~' ,locket a!"d an opportunity to be heard as 

required by ~jtJc 2, Chapter 4, HCA. 

Fiililt!M#Q am . CWiUK&(U.L M.J4JM .. ' 1.1 £12 .£1! g:c;s;;;;:-4d:U3lid L£42Jdb.IIEJAZJ£lkt j : .... sa: !IU!Ui&a&i£1 .. tiN .. 
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4. The rut<' J cvcl and rate structure opprovcc1 herein are 

just, rca~;or..:::Llc, and not unJustly discriminatory. 569-3-330, 

VtCl\. 

or-mEn 

I T I S H l: !~ E BY C! l \fJ fT f n t h a t ,~, E C 0 T1 s h a 11 f i J c~ r a t e s c i1 e d u 1 e s 

~:~hich rcfl(·ct ct 5-YJ/, ~-~·:' incrcaO.(' :n the charges for intr0state 

currier v.cccss scrvir·(;;,. TJ-:i~; ncl c1r:crease •.·:ill be in lieu of, 

rather than 1n a0dition to, interim rates. This $51,542 revenue 

decroasc must he a clecrcaS(' to t.he carrier common line charge 

-c .l.• I'f'P'T'llEY: 

ruled upon <Jrc c;c·niec1. 

il ~ 1 JT,ot ions anc1 objcction8 not 

Done ami L;atecl thi!~ l"•th c'l2y of April, 19fn by i1 vote of 

3-0. 
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BY ORDER OF 'i'l!l: 1'<0~!Tl\NA PUBLIC SERVICE COMMISSION 

/ . 

I "'~ 
. '' I•·(• /r ./ ~:)-: ,._"_·-.-'-. -:::-_ .. _,_· .-----,,-----

HOVJJ\RD L. ELLIS, Commissioner 

--·) l ~.. • 

' \ ''.. \ l ' i '' 

l; Jl Jl P u r c c 1 J 
Actj n(j Secretary 

(SEAL) 

NOTE: i\ny intc:rPsl:cd party may request that the COIT'.missior. 
rcconE; :ide r this decision. l\ motion to reconsider must 
be f:i_le:d within tcn (10) days. Sec 38.2.4806, ARI·l. 


