ITEM NO. CA9

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT
PUBLIC MEETING DATE: May 7, 2003

REGULAR ~ CONSENT X EFFECTIVE DATE August 1, 2003
DATE: April 28, 2003

TO: John Savage

FROM: Tom Turner through Dave Booth and Phil Nyegaard

SUBJECT: OREGON CUSTOMER ACCESS PLAN: (Docket No. UM 384) Petition
from the Oregon Exchange Carrier Association (OECA) to amend the

Oregon Customer Access Plan (OCAP) pursuant to Commission Order
No. 03-082 in Docket UM 1017

STAFF RECOMMENDATION:

Staff recommends the Commission adopt the amended 2003 OCAP attached as Exhibit
1 to this report.

DISCUSSION:

On March 20, 2003, the Oregon Exchange Carrier Association (OECA) filed a petition to
amend the Oregon Customer Access Plan (OCAP). The petition and specific
amendments to the OCAP were filed pursuant to the direction of the Commission in
Order 03-082 (entered February 3, 2003) in Docket UM 1017.

The Commission adopted the original OCAP in Order No. 93-1133 (entered August 12,
1993) in Docket UM 384. The OCAP was effective January 1, 1994, and has remained
in effect with little change up to the current time.! The OECA administers the OCAP
under rules adopted by the Commission. See OAR 860-032-0100.

The 1994 OCAP established an Oregon Customer Access Fund (OCAF). The OCAF
provides for "pooling" of carrier access costs and the development of a common access
charge tariff. This arrangement reduces pressure for toll rate deaveraging by
interexchange carriers (IXCs). Participation in the OCAF is optional.? The OCAP has

! Extensions of the original 4year OCAP were granted in Orders 97-484, 98-533, 99-781, and 00-787. A

minor modification was adopted in Order 03-106.
% Most rural Oregon incumbent local exchange carriers (ILECSs) participate in the OCAF. Currently those
choosing not to participate are Beaver Creek Cooperative, Malheur Home Telephone Company, and
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an overall access charge rate cap of 5.0 cents per minute. The pooled cost in excess of
the 5-cent cap is supported by an OCAF surcharge rate applied to all terminating
intrastate carrier common line (CCL) toll/access minutes. The current surcharge rate is
0.552 cents per terminating CCL minute.

In UM 1017 (Order 03-082), the Commission adopted a stipulation by the industry to
expand the Oregon Universal Service Fund (OUSF), and, under the rate rebalancing
provisions of the stipulation, reduce the costs of the OCAF. The OUSF expansion
provides for disbursement of universal service support payments to rural Oregon ILECs
to mitigate the cost of providing basic telephone service in high-cost service territories.>
To maintain revenue neutrality, the parties agreed that the support payments received
from the OUSF would be offset by rate reductions in other telecommunications services
that have traditionally supported the provision of basic telephone service.* As a first
priority these reductions would go toward reducing the CCL access rates consistent with
the priorities of the FCC on interstate carrier access. See Order 03-082, Stipulation at
Provisions 29-33. This rate rebalancing will be coincident wth the first OUSF rural
distribution, which is currently expected to be on August 1, 2003. The OCAF
component of the rate rebalancing will be incorporated in this year's access filing by
OECA in Advices 82 and 83. Staff plans to separately address the ate rebalancing
filings and OUSF surcharge requirements at the July 15, 2003, Public Meeting.

Before the rate rebalancing and reduction of carrier access rates can be considered, the
Commission needs to approve changes to the OCAP. The OCAP changes allow
recognition of OUSF credits against the cost of carrier access, eliminate the OCAF
surcharge as a separate funding source, and eliminate processes in the OCAP that are
no longer required. The changes are designed to make the OCAF self-sustaining
without the need for outside funding (via the OCAF surcharge) by non-participating
LECs. Details of the changes are listed in OECA's petition at pages 2 and 3 and are
consistent with the provisions of Order 03-082. OECA was directed to file an amended
OCAP within 45 days of the OUSF expansion order. See Order 03-082, Stipulation at
Provision 34. OECA filed the amended OCAP on March 20, 2003.

Staff reviewed the proposed 2003 OCAP and finds that it complies with the order and
stipulation adopted by the Commission in UM 1017.

Sprint/United of the Northwest. In addition, neither Qwest nor Verizon (considered non-rural ILECS)
garticipate in the OCAF. Non-participating ILECs separately file their own carrier access charge tariffs.
The OUSF support payments are portable to competitive local exchange carriers (CLECSs) that have
been designated by the Commission as an eligible carrier. See Order 03-082, Stipulation at Provisions

23-25.
* Similar rate rebalancing was ordered for the non-rural ILECs in Docket UM 731. See Order 00-312,
Issue 12.
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On April 10, 2003, staff proposed certain minor clarifications and wording changes to
the 2003 OCAP. On April 15, 2003, OECA accepted these changes with a further minor
clarification.> The amended and clarified 2003 OCAP is attached as Exhibit 1.

The effective date of the amended 2003 OCAP is August 1, 2003, coincident with the
effective date OECA's Advices 82 and 83. Staff expects to finish its analysis in time to
allow the OECA tariffs to go into effect on that same date, August 1, 2003.

PROPOSED COMMISSION MOTION:

An order be prepared adopting the amended 2003 OCAP attached as Exhibit 1 to this
report.

Enclosure

UM 384: OECA Petition to Amend OCAP

® The clarifications involved substituting "ILEC" for "LEC" in all provisions where "LEC" is used; adding a
definition for ILEC in Part Il of the OCAP; and adding a provision to the scope of the OCAP that exempts
Qwest and Verizon from the revenue requirements method adopted in OCAP. Qwest and Verizon use
economic cost methods rather than embedded cost methods for access pricing.



EXHBIT 1

BEFORE THE PUBLI C UTILITY COW SSI ON

OF OREGON
UM 384
In the Matter of )
) PETI TI ON TO AMEND
An Investigation into Alternative ) OREGON CUSTOVER
Means of Intrastate Separations ) ACCESS PLAN
and Settl enment )
)
2003
Oregon Custoner Access Pl an
( OCAP)
Part |: Scope:
A This Plan governs the provision and pricing of

intrastate swi tched access services by incunbent | ocal
exchange carriers (ILECs).

B. The pl an becones effective on August 1, 2003, or as
ordered by the Oregon Public Utility Comm ssion (OPUC)
and shall remain in effect until revised.

C. Al Oregon | LECs shall be subject to the provisions of
this Plan and shall maintain current approved individual
or joint switched access tariffs on file with the OPUC

D. Not hing in the Plan shall require, sanction or

constitute agreenent by any ILEC to take any action with
respect to rates or services not subject to the Pl an.
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E. The intrastate switched access revenue requirenment
net hod adopted in Part |V of the OCAP does not apply to Quest
or Veri zon.

Part 11: Definitions:

For purposes of this Plan, in addition to the definitions in
ORS 759. 005, the follow ng definitions apply:

1. “Designated Carrier” (DXC) neans a tel ecomruni cations
utility having the obligation to carry all intralLATA
nmessage toll which originates from|LEC exchanges except
in those cases where the ILECis certified as a Primary
Toll Carrier (PTC), or where the custoner has, through
di al ing or presubscription, selected an | XC or PTC.
Qnest Communi cations (Qwest) is the DXC. Nothing in the
desi gnation of Qwmest as the DXC is intended to or shal
limt the right of any | XC or PTCto participate in the
Oregon intraLATA toll market. It is the responsibility
of the DXC to:

(a) Design and devel op intralLATA nessage toll service
rates in conpliance with OPUC orders and
regul ati ons.

(b) Design and develop its intrastate intralLATA
I nt erexchange network in cooperation with each
| LEC s | ocal exchange access network. Each party
will use reasonable efforts to avoid inmposing undue
hardship or costs for the interconnection of such
net wor ks.

2. “I nterexchange Carrier” (1XC) neans an interexchange
carrier that has a current approved certificate of
authority as a Conpetitive Tel ecommuni cati ons Services
Provider on file with the OPUC. (ORS 759.020)

3. “I ncunbent Local Exchange Carrier” (ILEC) neans a
tel ecommunications utility as defined in ORS
759. 005(1)(a) or a tel econmunications cooperative
certified under ORS 759.025(2), first granted to provide
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Part

t el econmuni cations services in an exchange area or
service territory designated by the OPUC, or who

| awful Iy subsequently acquires such right fromthe
existing ILEC. This definition is nmeant to apply only to
the area the tel ecommunications utility or

t el ecommuni cati ons cooperative is serving as the |ILEC

“Primary Toll Carrier” (PTC) neans a tel ecomrunications
utility certified to provide intraLATA nessage toll
servi ces designated as such by the OPUC

I11: Qbjectives:

To pronote universal service ensuring affordabl e basic
| ocal exchange service for both urban and rura
communi ties throughout the state.

To ensure that each ILEC makes avail abl e
nondi scrimnatory access to certified I XCs, DXC(s), and
PTCs at just and reasonable rates.

To foster a tel ecommunications climate in the state that
provi des, to both urban and rural custonmers, a choice
anmong conpetitive interexchange carriers and services at
af fordabl e prices through a bal anced program of
regul ati on and conpetition.

To provide a sinple, clearly defined and econom cally
adm ni st ered support nechanismfor participating | LECs
as required to maintain a reasonable |evel of swtched
access rates throughout the state.

To provide incentives for | LEC cost controls through
greater access price accountability, bal anced cost
al | ocations, and market incentives.

To all ow for added pricing innovations and incentives
for reductions in carrier access charges that will bring
about opportunities for reductions in nessage toll rates
and stimulate utilization of the public swtched

net wor K.
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G To provide for the routine periodic preparation and
filing of switched access charges and to expedi te PUC
revi ew and approval of those filings to the extent
feasi bl e and consistent with regul atory
responsibilities.

H. To facilitate the identification and allocation of an
appropriate level of costs to intrastate sw tched access
services covered by this Plan.

Part IV: Intrastate Switched Access Revenue Requirenents:

Al ITLECs (with the exception of Qwmest and Verizon),for areas
in which they are operating as the I LEC, whether
participating in CECA pools or filing their own individual
access rates, shall develop their intrastate switched access
revenue requirements on a prospective basis in accordance
with the Federal Communicati ons Conmm ssion (FCC) Regul ations
provided in CFR Parts 32 (Uniform System of Accounts), 64
Subpart | (Cost Allocation between regul ated and non-

regul ated activities), 36 (Cost Separations), and 69 (Access
Charges) as nodified by Appendix A to this Plan or by OPUC
Rules or Orders. The rate of return used to conpute the
revenue requirement shall be 11.1 percent or such rate of
return as the OPUC may, after hearing, approve. Average
schedule ILECs will conpute their swi tched access revenue
requi rements based on a representative sanple of cost |LECs.

A. Each ILEC will determne their total prospective
swi t ched access revenue requirenents and their
prospective switched and CCL m nutes of use.

B. To of fset OQUSF support each ILEC wll reduce their CCL
revenue requirenment up to an anount not to exceed the
esti mated OUSF support distribution for the access
filing test year. The estimted OUSF support
distribution will be conmputed by nultiplying the OQUSF
support per line per nonth tinmes the estinated average
nunber of basic comon subscriber lines for the access
filing test year tines twelve.
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For ILECs that participate in the OECA Optional Pool

the CCL revenue requirenent reduction will be submtted
to CECA along with work papers for inclusion in the OECA
access rate filing.

For ILECs that do not participate in the OECA Optiona
Pool , the CCL revenue requirenent reduction and
associ ated work papers will be incorporated into the
| LEC s access rate filing.

If there is a residual bal ance of estimated OUSF support
di stribution remaining after the CCL revenue requirenent
reduction, the ILEC will either reduce prices of other
services that provide inplicit subsidies, or reduce its
esti mated OUSF support to mmintain revenue neutrality.

For ILECs that participate in the OECA Optional Pool, if
any portion of a residual bal ance of estimted OUSF
support distribution is used to reduce traffic sensitive
access rates, the traffic sensitive revenue requirenent
reduction will be submtted to OECA along with work
papers for inclusion in the OECA access rate filing.

For ILECs that participate in the OECA Special Access
Pool or the Billing & Collection Pool, if any portion of
a residual bal ance of estimted OUSF support
distribution is used to reduce speci al access and/or
billing and collecting rates, the special access and/or
billing and collecting revenue requirenent reduction
will be submtted to OECA al ong with work papers for
inclusion in the OECA access rate filing.

For ILECs that do not participate in the OECA Optional
Pool, if any portion of a residual balance of estinated
QUSF support distribution is used to reduce traffic
sensitive access rates, the traffic sensitive revenue
requi renent reduction and associ ated work papers will be
i ncorporated into the ILEC s access rate filing.

For ILECs that do not participate in the OECA Specia
Access Pool or the Billing & Collection Pool, if any
portion of a residual balance of estimted OUSF support
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distribution is used to reduce special access and/or

billing and collecting rates, the special access and/or
billing and coll ecting revenue requirenent reduction,
and associ ated work papers will be incorporated into the

| LEC s access rate filing.

Part V: OECA Pool s

The purposes of the OECA pools are to alleviate pressure for
geogr aphi c deaveraging of toll rates due to variations in
access rates and to reduce the risk of excessive revenue
fluctuations by allow ng participating ILECs to bill a comon
set of switched access rates with revenue redistribution
based on each | LEC s revenue requirenent.

Part VI: Oregon Universal Service Fund ( QUSF):

The uni versal service requirenent for each rural ILEC is
cal cul ated and funded under the processes and net hodol ogi es
of the OUSF created by Comm ssion Orders in Docket UM 731 as
suppl emented by Order No. 03-082 in UM 1017.

Part VII: Optional Pooling and Filing Frequency:

A Participation in the OECA pools shall be optional for

I LECs on a year to year basis. However, DXC(s), PTGCs,
and | XCs are not eligible for participation. Any |ILEC
deciding not to participate for a future year shal
notify the OPUC and OECA in witing of its decision by
March 1 of the rate year in question. CECA shal

provi de notification to its tel ecomuni cations service
list of those ILECs el ecting not to participate.

B. For those ILECs participating in CECA Pools annual

filings are required. The filings should be made not
| ater than March 15. The OPUC, insofar as possible,
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will act upon the filings so that the approved rates
will be effective by July 1.

C. For those ILECs not participating in OECA Pools, the
maxi mum i nt erval between access filings shall not exceed
two years.

Part VIII: Amendnents to the Plan:

A. Any | LEC or interested party may at any tinme seek
anendnents to the Plan through the CECA docket process.
Not hing in the Plan shall inpede the right of the OPUC
at any time to initiate an investigation into any aspect
of the Plan or its operations.

B. If the OPUC at any tinme authorizes operations by one or
nore PTCs, the relative rights of PTCs and Qaest under
the Plan shall be as provided by the OPUC in the order
aut hori zing entry of such PTC or PTCs into the
intrastate toll market.

Part | X: Pool Adm nistrator:

A. The Oregon Exchange Carrier Association (OECA) is
designated as Admi nistrator of this Plan, except that
the QUSF shall be adm ni stered under separate order.

B. OECA, as Adm nistrator, is responsible for the
coll ection and distribution of the Pools and for the
filing and adm nistration of joint switched access
tariffs consistent with this plan and OAR 860-32-0100.

C. The Adm nistrator is authorized to engage and determ ne
t he conpensati on of such professional and technical
assi stance as may, in its judgenent, be necessary for
proper admi nistration of the Plan. Cost of
adm nistration for all optional pools shall be
separately determ ned and borne by such pool.
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Par t

Not hi
tine:

| LECs participating in the Pools, and the Adm nistrator
shall, as far as reasonably possible, coordinate al
necessary information contenplated by the Plan on a
single annual basis in a formpermtting expedited OPUC
and other interested parties review. This subsection
shall not unreasonably restrict the right of independent
action by a participating |ILEC

Al'l proposals for changes in rates or charges nmade in
connection with the Plan shall remain subject to OECA
docket procedures and subsequent OPUC revi ew and
approval .

Al'l ILECs, whether or not they are participating in the
Pool s, shall conply with the necessary information
requests and tracking reports requested by the

Adm ni strator to carry out its responsibilities.

The Adm ni strator shall nake such periodic reports of

its admi nistration of the Plan in accordance with OAR
830- 32-0100(5) and as may be required by the OPUC.

X: Reserved Rights of Parties:

ng in this Plan shall preclude any |ILEC from at any
Seeki ng separate OPUC approval of changes in its

aut hori zed earning | evel;

Seeki ng separate OPUC approval of or otherw se making
revisions in its rates or charges for services not

subject to the Plan;

Price listing services in accordance with applicable
statutes and the OPUC admi ni strative rul es;

Seeki ng OPUC approval of alternative forns of regulation
under applicable O egon Statutes;
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E. Seeki ng OPUC approval of its entry into the O egon
intrastate toll market as PTC.
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OCAP
APPENDI X A

Intrastate Switched Access Revenue Requirenent Devel opnment

Al'l I1LECs (wth the exception of Qaest and Verizon), for
areas in which they are operating as an | LEC, whether
participating in the OCAF or OQUSF or filing their own

i ndi vi dual access rates, shall develop their intrastate

swi tched access revenue requirenents using FCC net hods
provided in CFR Parts 32 (Uniform System of Accounts), 64
Subpart | (Allocation of Costs), 36 (Cost Separations), and
69 (Access Charges) with exceptions and nodifications as set
forth bel ow

l. Part 64 Subpart | Exceptions (Allocation of Costs):
Exceptions are codified in OAR 860-27- 0052 and QAR 860-
34-0394.

1. Part 36 Exceptions (Cost Separations):

A. Separations factors shall reflect the inpact of the
frozen interstate factors, per the Report and Order
in CC Docket No. 80-286, FCC 01-162 (rel eased May
22, 2001). The intrastate jurisdiction shall be
al | ocated between toll/access, EAS and | ocal based
on the current relative total (1 mnus interstate)

i ntrastate usage.

B. Local Switching Equi pnrent — Cat 3 (CFR 36. 125).

(1) The conbined allocation of the |ocal swtch
(Cat 3 Factor) to interstate and state toll/access
operations shall not exceed 85 percent.

(2) Wthin the 85 percent constraint
identified above, the intrastate toll/access
Cat 3 Factor shall equal the unweighted
toll/access DEM factor as adjusted for the

I mpact of the frozen interstate wei ghted DEM
(i.e. the actual relative use of the |oca
switch).
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Subscri ber Line Circuit Equi pnent and Subscri ber
Line Cable and Wre Facilities — Cat 4.13 (CFR
36.126) and 1.3 (CFR 36.154) respectively.

(1) The conbined allocation of subscriber plant
(25 percent gross allocater per CFR 36.154 (c))
plus the Federal Universal Service Fund (USF) (CFR
36 Subpart F) (high cost loop) to interstate and
state toll/access operations shall not exceed 85
percent.

(a) In cases where in the interstate SPF and
Federal USF al one are greater than 85%
the intrastate toll/access SPF shal
equal zero unl ess waived by the OPUC

(b) For purposes of making this cal cul ati on,
the Federal USF is converted to a
per cent age by dividing the expected USF
distribution for the rate year by the
unsepar ated | oop cost as cal cul at ed
consistent with CFR Part 36 using the
intrastate access rate of return
identified in Part 1V of the Plan.

Part 69 Exceptions (Access Charges):

A

Application of Access Charges (CFR 69.1). Access
charges will not be applied to residenti al
custoners havi ng forei gn exchange service as of
Decenber 31, 1983. See Order No. 83-869, pp. 22,
23.

Net Investnment Definition (CFR 69.2, 69.302): Net
I nvest mrent neans Oregon all owabl e rate base.
Cenerally, this includes Plant In Service,
Accunul at ed Depreciation, Net Deferred Operating

I ncone Taxes, Inventories, and PUC approved

Acqui sition Adjustnents and the unfunded conponent
of post-retirenent benefits.
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C. Access Filings (CFR 69.3): Filing of access charges
shall be in accordance with Oregon PUC rul es and
orders.

D. Access El enent Exceptions (CFR 69.4, 69. 104,
69.115): End User Subscriber Line Charges and
Speci al Access Surcharges are not applicable to
Oregon intrastate access.

E. Carrier Conmmon Line (CCL) Charges (CFR 69.105): CCL

charges shall be devel oped per the fornul a
contained in Order No. 87-441, Appendi x A
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