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BEFORE THE PUBLIC UTILITY COMMISSION OF OREGON 

UM 1481 (Phase III) 

In the Matter of 

PUBLIC UTILITY COMMISSION OF 
OREGON 

Staff investigation of the Oregon Universal 
Service Fund. 

 
JOINT MOTION TO ADOPT REVISED 
STIPULATION AND EXPLANATORY 
BRIEF 

 

I. MOTION TO ADOPT REVISED STIPULATION 

1. Pursuant to OAR 860-001-0350(7), CenturyLink,1 Frontier,2 the Oregon Cable 

Telecommunications Association (“OCTA”),3 the Oregon Telecommunications Association 

(“OTA”), Verizon,4 and Warm Springs Telecommunications Company (hereinafter “the Moving 

Parties”) hereby respectfully file this Joint Motion To Adopt Revised Stipulation (“Joint 

Motion”).  In support of this Joint Motion, in accordance with OAR 860-001-0350(7)(a), the 

Moving Parties include herewith an Explanatory Brief. 

2. This Joint Motion and the Revised Stipulation5 are subject to Commission 

approval. 

3. The Moving Parties, by signing this Joint Motion, agree that the Commission 

should approve the Revised Stipulation as a full and complete resolution of issues III(b) and 

                                                 
1 The CenturyLink companies that are parties to this docket are Qwest Corporation d/b/a CenturyLink QC, United 
Telephone Company of the Northwest, d/b/a CenturyLink, CenturyTel of Oregon, Inc., and CenturyTel of Eastern 
Oregon, Inc. 
2 Frontier Communications Northwest Inc. and Citizen’s Telecommunications Company of Oregon. 
3 OCTA signed the Stipulation on behalf of its members other than Charter and BendBroadband. 
4 The Verizon affiliates that are parties to this proceeding are MCImetro Access Transmission Services LLC, d/b/a 
Verizon Access Transmission Services; MCI Communication Services, Inc., d/b/a Verizon Business Services LLC; 
TTI National, Inc.; Verizon Long Distance LLC; and Verizon Select Services, Inc. 
5 The Revised Stipulation, entitled “UM 1481 Phase III Revised Stipulation” is attached hereto as Attachment A. 
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III(c) in Phase III of this case.6  In the event the Commission does not adopt the entire Revised 

Stipulation, the Moving Parties reserve the right to withdraw from the Revised Stipulation. 

II. BACKGROUND 

4. This phase of Docket UM 1481 was initiated by the Commission’s adoption of a 

stipulation in Docket UM 1481 Phase II as set out in Order No. 13-162, entered May 2, 2013. 

5. A prehearing conference in this matter was originally scheduled for October 29, 

2013.  The prehearing conference was rescheduled for November 13, 2013.  After the prehearing 

conference, the Parties agreed to a procedural schedule which was approved by a Ruling issued 

November 25, 2013.  Subsequently, the schedule was amended by a Ruling issued on February 

21, 2014.  Opening Testimony was filed April 24, 2014. 

6. The Parties commenced settlement negotiations at a Settlement Workshop held on 

May 5, 2014.  On the basis that progress was being made on settlement, the schedule was further 

amended by a Ruling issued June 20, 2014. 

7. The Parties engaged in further settlement discussion at a Settlement Workshop on 

July 14, 2014.  Prior to that date, OCTA, OTA, Comcast, CenturyLink and Frontier engaged in 

settlement discussions on their own.  Those Parties reached settlement in principle among 

themselves.  By a Ruling issued July 23, 2014, the procedural schedule was temporarily 

suspended with a status report due by September 22, 2014.  The settlement in principle was 

presented to the other parties and, after discussion at a Settlement Workshop held on August 13, 

                                                 
6 Issue III(b) involves consideration of a methodology for allocation of ILEC network costs between basic telephone 
service and other services.  See Order No. 13-162 at 4.  Issue III(c) involves consideration of a methodology for 
identifying areas in which there is unsubsidized competition and whether OUSF support should be provided in such 
areas.  Id.  Issue III(a) involves accountability for the non-rural companies (Id.) and is the subject of a separate 
stipulation between Commission Staff, CenturyLink QC and Frontier Communications. 
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2014, and with some adjustment, the settlement was accepted (or not opposed) by all of the 

Parties.7 

8. That settlement was memorialized in a Stipulation. On September 22, 2014, the 

parties to the Stipulation8 filed a Joint Motion To Adopt Stipulation and Explanatory Brief.   

9.  In Order No. 15-005, entered January 12, 2015, the Commission denied the Joint 

Motion to Adopt Stipulation, stating that:  “[the Commission] need[ed] a more thorough review 

of issues related to the need and administration of the OUSF program before [it could] determine 

whether the stipulation meets [the Commission’s] statutory obligations and should be adopted.”  

Accordingly, the Commission directed the ALJ to schedule a “workshop with the 

Commissioners present to allow further clarification of [the Commission’s] goals in this docket.” 

10. On March 16,, 2015 the Commission issued a Notice of Workshop scheduled for 

April 16, 2015, and included in the Notice a list of issues the Commission requested the parties 

address at the workshop.  The workshop was then rescheduled for May 22, 2015.  A prehearing 

conference was scheduled for June 1, 2015, but was subsequently cancelled. 

11. On May 15, 2015, OTA, OCTA, Comcast, CenturyLink, Frontier, Warm Springs 

Telecommunications Company and GVNW Consulting, Inc. filed the White Paper to provide the 

Commission with useful information to assist in the Workshop discussion of the issues outlined 

in the March 16 Workshop Notice and to better evaluate the reasonableness of the Stipulation.9  

                                                 
7 Since that time, tw telecom of oregon llc and Telecommunications Ratepayers Association for Cost-based and 
Equitable Rates (TRACER) have each become inactive parties in this Docket.  The remaining active parties to the 
docket, namely, Commission Staff, Citizens Utility Board and AT&T Communications of the Pacific Northwest, 
Inc., TCG Joint Venture Holdings, Inc. d/b/a TCG Oregon and AT&T Mobility and its subsidiaries in Oregon 
(collectively “AT&T”), have indicated that they do not oppose the Revised Stipulation and do not oppose this Joint 
Motion to Adopt the Revised Stipulation.  
8 The Parties to the Stipulation were:  Citizens’ Utility Board of Oregon, Comcast, CenturyLink, Commission Staff, 
Frontier, GVNW Consulting, Inc., OCTA, OTA, tw telecom of oregon llc, Verizon, and Warm Springs 
Telecommunications Company. 
9 For the Commission’s convenience, and in support of this Joint Motion, the Parties attach hereto as Attachment B a 
copy of the White Paper.  Section X of the White Paper addresses the version of the Stipulation that the Commission 
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At the May 22 workshop, Commission Staff provided a detailed explanation of how the Oregon 

Universal Service Fund (“OUSF”) is calculated, which was followed by an industry presentation 

and questions from the Commissioners. 

12. On June 18, 2015, the Moving Parties refiled the Stipulation with a revised Joint 

Motion to Adopt Stipulation and Explanatory Brief which contained additional information. 

13. On November 12, 2015, the Commission issued Order No. 15-365 which denied 

the Motion to Adopt the Stipulation and set forth specific objections to portions of the 

Stipulation.  The Commission offered the Moving Parties the option of submitting a revised 

Stipulation, stating, in part:  

We encourage the parties to develop a new proposed resolution of the Phase III 
issues.  Any such proposal should continue further reductions to the overall size 
of the OUSF and be consistent with the parameters outlined in this order.  Most 
notably, any proposed disbursement schedule must be consistent with and 
sustainable under the current 8.5 percent OUSF customer surcharge. 10   

The Commission directed the Parties to notify the Commission within sixty days of the date of 

the Order whether a new stipulation has been reached.  The Moving Parties so notified the 

Commission on January 11, 2016. 

II. EXPLANATORY BRIEF IN SUPPORT OF REVISED STIPULATION 

14. Oregon Administrative Rule 860-001-0350(7) allows the Parties to file an 

“explanatory brief” in support of a stipulation.  The Moving Parties provide the following 

discussion in support of the Revised Stipulation.  In doing so, the Moving Parties are addressing 

the concerns raised by the Commission in Order No. 15-365.  Specifically, this Revised 

Stipulation adopts an eight and one-half percent (8.5%) cap on the contribution surcharge and 

                                                                                                                                                             
previously rejected in Order Nos. 15-005 and 15-365 and is superseded by the description of the public benefits of 
the Revised Stipulation set forth in the Explanatory Brief, below.  Appendix D to the White Paper also related 
exclusively to the previously rejected Stipulation and, therefore, is omitted from Attachment B.   
10 Order No. 13-365 at p. 7. 
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does not extend the plan detailed in the Revised Stipulation beyond 2021.  The Revised 

Stipulation recommends that the Commission initiate a new proceeding in 2019. 

A. SUMMARY OF THE REVISED STIPULATION 

15. Except to the extent expressly provided therein, the Revised Stipulation has a five 

year term which will begin on January 1, 2017 and end on December 31, 2021.  As a result, for 

Rural Companies, see footnote 12, the term of UM 1481 Phase II Stipulation adopted in Order 

No. 13-162 is modified accordingly and OUSF support for said companies in 2016 shall be as set 

out in Paragraph 5 of the Revised Stipulation.  

16. Consistent with the discussion in Commission Order No. 15-365, the Parties agree 

that the OUSF surcharge will not exceed eight and one half percent (8.5%) during the term of the 

Revised Stipulation and that, to the extent required, the OUSF support amounts agreed upon for 

the Non-Rural Companies11 set forth in paragraphs 3 and 4 of the Revised Stipulation, for the 

Rural Companies12 set forth in paragraphs 5 and 6 of the Revised Stipulation, and for Warm 

Springs Telecommunications Company, set forth in paragraph 13 of the Revised Stipulation, 

shall be reduced on a pro rata basis in order to maintain a surcharge of no greater than eight and 

one half percent (8.5%).13  Any pro rata reductions shall be determined for the Rural Companies 

                                                 
11 The Non Rural Companies are Qwest Corporation d/b/a CenturyLink QC (“Qwest”) and Frontier 
Communications Northwest Inc. (“Frontier Northwest”). 
12 Asotin Telephone Company d/b/a TDS Telecom, Beaver Creek Cooperative Telephone Company, Canby 
Telephone Association d/b/a Canby Telecom, Cascade Utilities, Inc., d/b/a Reliance Connects, CenturyTel of 
Oregon, Inc., d/b/a CenturyLink, CenturyTel of Eastern Oregon, Inc., d/b/a CenturyLink, Citizens 
Telecommunications Company of Oregon, Clear Creek Mutual Telephone Company, Colton Telephone Company 
d/b/a ColtonTel, Eagle Telephone System, Inc., Gervais Telephone Company, Helix Telephone Company, Home 
Telephone Company, Molalla Telephone Company d/b/a Molalla Communications Company, Monitor Cooperative 
Telephone Company, Monroe Telephone Company, Mt. Angel Telephone Company, Nehalem 
Telecommunications, Inc., d/b/a RTI Nehalem Telecom, North-State Telephone Co., Oregon-Idaho Utilities, Inc., 
Oregon Telephone Corporation, People’s Telephone Co., Pine Telephone Systems, Inc., Pioneer Telephone 
Cooperative, Roome Telecommunications Inc., St. Paul Cooperative Telephone Association, Scio Mutual Telephone 
Association, Stayton Cooperative Telephone Company, Trans-Cascades Telephone Company d/b/a Reliance 
Connects, and United Telephone Company of the Northwest d/b/a CenturyLink.  
13 There is an open legal question of whether the Commission can mandate a cap on the OUSF surcharge.  However, 
that question is avoided by the Parties voluntarily agreeing to a cap and the subsequent effects of that cap. 
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in aggregate and for the Non-Rural Companies and Warm Springs Telecommunications 

Company individually.  The adjusted aggregate support amount for the Rural Companies will be 

allocated to them based on their relative shares of support received to the total adjusted support 

amount. 

17. By way of illustration only, and based upon available projections14 of the retail 

telecommunications service revenue base subject to the OUSF surcharge, the potential impact of 

the agreed upon eight and one half percent (8.5%) OUSF surcharge cap imposed by agreement of 

the Parties pursuant to Paragraph 2 of the Revised Stipulation on the support amounts of the 

Non-Rural Companies and the Rural Companies would be: 

TABLE 1 

Capped Disbursements Based on Phase III Shares 
2017 2018 2019 2020 2021

Contributions 
(8.5%) $30,000,000 $27,600,000 $25,500,000 $23,500,000 $21,600,000
Qwest $9,177,404 $8,322,819 $7,567,104 $6,850,508 $6,172,341

Frontier $6,118,269 $5,548,546 $5,044,736 $4,567,005 $4,114,894
Total Non-

Rurals $15,295,673 $13,871,365 $12,611,840 $11,417,513 $10,287,235
Total Rurals $12,940,989 $12,069,749 $11,317,287 $10,600,353 $9,919,149
Total CLECs $1,763,338 $1,658,886 $1,570,873 $1,482,135 $1,393,616

Total  $30,000,000 $27,600,000 $25,500,000 $23,500,000 $21,600,000
 

These projected reductions15 reflect a reduction in overall OUSF support that is approximately 

ten and one half million dollars ($10.5M) greater than the reductions agreed upon by the Parties 

in the Stipulation filed with and denied by the Commission in Order Nos. 15-005 and 15-365.  

See the reductions in Tables 2 and 3, below.  The reductions in Tables 2 and 3 are retained to 

show the continued commitments by the Non-rural and Rural Companies.  However, the 

                                                 
14 The projections utilized are the projections provided by Commission Staff to the OUSF Advisory Committee.  
Obviously, projections are only the current estimates based on recent history and are subject to change. 
15 The projections may also be affected by a reduction in the size of the current OUSF surplus. 
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reductions on those Tables are projected to be exceeded by the reductions set out in Table 1, 

above. 

18. Although not a party to the Revised Stipulation, Commission Staff was given the 

opportunity to review the Revised Stipulation in draft stage.  Commission Staff made two 

requests.  The first was that the Revised Stipulation include a description of how pro-rata 

reductions would occur.  The Parties agreed to include the description, which is set out in 

Attachment 1 to the Revised Stipulation. 

19. The Revised Stipulation will result in material reductions to the overall size of the 

OUSF.  The reductions will come in the form of a phase-down of the OUSF receipts as described 

below. 

20. For Non-Rural Companies there are reductions in OUSF support over five years 

beginning January 1, 2017.16  This phase-down will lead to support levels set out in Table 2, 

displayed below.  The end-point of the five year reduction is OUSF support of $12.688 million.  

This compares to a starting point of $17.5 million dollars of OUSF support in 2016.  This is a 

27.5% reduction in OUSF support for the Non-Rural Companies.  This reduction should also be 

compared to the starting point in the Phase II settlement of $27.2 million in OUSF support for 

the Non-Rural Companies.  Thus, the cumulative effect of Phase II and Phase III is a reduction in 

OUSF support of $14.512 million, over half of the support the companies were receiving at the 

start of Phase II.  Non-Rural Companies’ OUSF receipts will not be affected by line counts, 

except to the extent that line counts may influence the trigger for the surcharge cap set forth in 

Paragraph 25 below.  Please note that these reductions are likely to be superseded by the larger 

reductions forecasted under Table 1. 

                                                 
16 Phase II of UM 1481 covers the period up to January 1, 2017.  See, Order No. 13-162, dated May 2, 2013. 



 

Page 8 – JOINT MOTION TO ADOPT REVISED STIPULATON AND EXPLANATORY BRIEF 
DWT 28769532v1 0106080-000145 

TABLE 2 

 

21. The Rural Companies OUSF support is also reduced.  See Table 3, set out below.  

For the Rural Companies, the support for the 2015 fiscal year (July 1, 2015 through June 30, 

2016) will be $14,650,935.  The Rural Companies are to be moved to a calendar year basis with 

support for calendar year 2016 set at $14,431,170.  The aggregate support for the Rural 

Companies will be reduced in five equal annual steps.  Over the five year period, the support will 

be reduced 15.2%.  Rural Companies’ OUSF receipts will not be affected by line counts, per 

Order No. 13-162, entered May 2, 2013, in Docket UM 1481 Phase II, page 4.  Please note that 

these reductions are likely to be superseded by the larger reductions forecasted on Table 1. 

TABLE 3 

 

This compares to the support levels for the Rural Companies prior to the Phase II 

Stipulation of $15.7 million per year, a reduction of approximately 25%.  It should be noted that 

the Rural Company support levels prior to the Phase II Stipulation were the result of prior 

stipulations adopted by the Commission in Docket UM 1017.17  In Phase II of this docket, 

Commission Staff submitted prefiled testimony that calculated a theoretical level of OUSF 

                                                 
17 See Attachment B , White Paper.   

Annual OUSF Support 
Phase II Stipulation Phase III Revised Stipulation 

 2016 2017 2018 2019 2020 2021
Frontier Northwest $7,000,000 $6,615,000 $6,230,000 $5,845,000 $5,460,000 $5,075,000
Qwest Corporation $10,500,000 $9,922,500 $9,345,000 $8,767,500 $9,190,000 $7,612,500
Total $17,500,000 $16,537,000 $15,575,000 $14,612,500 $13,650,000 $12,687,500

Annual OUSF Support 
 Phase II Stipulation Phase III Revised Stipulation 

 2016 2017 2018 2019 2020 2021
Rural Companies $14,431,170 $13,991,643 $13,552,115 $13,112,587 $12,673,059 $12,233,531
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support for the Rural Companies under the approach previously adopted by the Commission in 

UM 1017 of over $30 million per year in OUSF support. 

22. In addition, the Parties to the Revised Stipulation have agreed that the Revised 

Stipulation resolves the following issues in this Docket: 

(a) Consideration of a methodology for allocation of ILEC network costs between 
basic telephone service and other services. 

(b) Consideration of a methodology for identifying areas in which there is 
unsubsidized competition and whether OUSF support should be provided in such 
areas. 

(c) Any other issues reasonably related to issues (a) through (c), above.   

Issues (a) and (b) are focused on controlling the size of the OUSF.  The reductions set out in the 

Revised Stipulation accomplish that goal. 

23. In light of the five-year term of this Revised Stipulation, the Parties to the Revised 

Stipulation request that the Commission cancel any directions to perform a triennial review to 

calculate per line support that may be contained in its prior orders.  See, e.g., Order No. 03-082 

in Docket UM 1017. 

24. It is recognized that the Warm Springs Telecommunications Company is in a 

unique situation as it builds a new network to serve the Confederated Tribes of Warm Springs 

Reservation and surrounding area.  Pursuant to Order No. 13-162, Warm Springs 

Telecommunications Company will be capped at $1,500,000 per year from the OUSF.  

Beginning with calendar year 2017 and each year thereafter for a period of five (5) years, Warm 

Springs Telecommunications Company’s adjusted cap will be calculated by reducing the 

$1,500,000 cap by three percent (3%) per year, subject to any additional reductions required 

pursuant to the 8.5% cap. 

25. For the period January 1, 2017 through December 31, 2021, a qualified CLEC 

that is designated as an ETC for purposes of OUSF will draw at the ILEC per-line amount for the 
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area it serves.  The ILEC per line support amount will begin with the base per-line support value 

contained in the “Base Per Line Support Amounts,” which is found on the PUC website. The 

per-line amount will be adjusted to reflect the percent reduction that has occurred for the specific 

non-rural company that owns the wire center between 2016 and the date the support amount is 

being calculated. This reduction method does not apply to the Warm Springs wire center.  

26. The Moving Parties recommend that the Commission commence no later than 

third quarter 2019 a proceeding to review the OUSF in order to issue a final ruling prior to the 

end of the 5 year term of the Revised Stipulation regarding any and all aspects of the OUSF, 

without excluding any options available under Oregon law. 

27. The companies represented by the signing parties and the affiliates of those 

companies or their parent company, as applicable, will collect the OUSF surcharge based on the 

company’s intrastate retail revenues (including, but not limited to, revenues from Voice over 

Internet Protocol) and pay that amount to the OUSF.   

28. The Parties to the Revised Stipulation recommend that the Commission continue 

to have its Staff perform the following functions:  1) monitor company quarterly OUSF filings of 

intrastate telecommunications revenues to ensure the reporting of such information is correct and 

that the companies are applying the surcharge to all local exchange service revenues; and  

2) continue to investigate company filings where there appear to be discrepancies. 

29. Commission Staff requested that provisions be included in the Revised Stipulation 

that would result in biennial reviews by Commission Staff for the purpose of possible re-

allocation of OUSF support.  The Rural Companies initially objected to this position.  However, 

after strenuous negotiations, it was agreed to include a re-allocation process as part of the 
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Revised Stipulation in a manner that was acceptable to Commission Staff.  That re-allocation 

process is described in Attachment 2 to the Revised Stipulation. 

30. In Order 00-312 in Docket UM 731, Non-Rural Companies were directed to use 

OUSF support to ensure that basic telephone service is available at a reasonable and affordable 

rate.  In Order 03-082 in Docket UM 1017, Rural Companies were ordered to use OUSF support 

for the same purpose.  The Parties to the Revised Stipulation have agreed to recommend to the 

Commission that the Commission modify the purpose for which OUSF support is to be used, 

pursuant to the powers granted to it by ORS 759.425.18  Beginning January 2017, the use of the 

OUSF will be for the following:  investment, construction, operation, maintenance, and repair to 

ensure that basic telephone service is available at reasonable and affordable rates.  The use of the 

funds will be restricted geographically to the non-rural high-cost areas established by Order No. 

12-065 for reporting purposes and to the areas served by the Rural Companies. 

B. THE REVISED STIPULATION IS IN THE PUBLIC INTEREST 

31. The Parties to the Revised Stipulation have agreed that the Revised Stipulation 

results in a settlement of the issues III(b) and III(c) in Phase III of this docket.  The Revised 

Stipulation fulfills the requirements that the OUSF established and implemented by the 

Commission be used “to ensure basic telephone service is available at a reasonable and 

affordable rate.”19  By approving the Revised Stipulation, the Commission will continue to 

provide support for universal service, provide carriers with clarity and certainty about funding 

levels for a five-year period beginning after the end of the time covered by the Phase II 

                                                 
18 See Attachment B, White Paper, for a further discussion of the Commission’s prior attempts to impose this very 
same requirement in Phase I of this docket. 
19 ORS 759.425(1). 
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Stipulation, and stabilize the financial burden on Oregon consumers that contribute to the 

program. 20 

32. The Parties to the Revised Stipulation have agreed that the terms of the Revised 

Stipulation meet the requirements of the statute.  The Revised Stipulation is a reasonable 

compromise among the Parties and, by entering into it, the Parties to the Revised Stipulation 

have avoided litigation that would have created uncertainty and delayed the benefits of the 

Revised Stipulation. 

C. THE COMMISSION SHOULD APPROVE THE REVISED STIPULATION 

33. The Moving Parties request that the Commission adopt the Revised Stipulation 

with no changes.  The Parties to the Revised Stipulation have agreed to the Revised Stipulation 

as an integrated document.  Within 15 days of the filing of a stipulation, a party not entering into 

the stipulation may file written objections to the stipulation or request a hearing, pursuant to 

OAR 860-001-0350(8).  If there are no objections, the Commission should approve the Revised 

Stipulation promptly. 

CONCLUSION 

Therefore, the Moving Parties, respectfully hereby, request that the Commission approve 

the attached Revised Stipulation without modification or condition. 

                                                 
20 See Attachment B, White Paper, for a detailed discussion of the statutory requirements of the OUSF and the extent 
of Commission discretion in establishing the parameters of the fund to achieve the statutory goals. 
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Respectfully submitted this:2e_ day of Janualy, 2016.

Qwest Corporation d/b/a CenturylÍnk QC'
CenturyTel of Oregon, Inc. d/b/a
CenturyLink,
CenturyTel of Eastern Oregon, ïnc.
d/b/a Centurylinh,
United Telephone Company of the
Northwest d/b/a CenturyLink

By
William E. Hendricks Ill
Attorney for Centurylink

Date:

Qregon Telecommunications Assoclation

Richard A. Finnigan
Attorney for OTA

Frontier Comm unications Northwest
Inc.o
Citizens Telecomnrunications Company
of Oregon

By:
George Baker Thompson, Jr
Attorney for Frontier

Date

Oregon Cable Telecommunications
Association*

By:
Mark Trinchero
Of Attorneys tbr OCTA

By

Date: Date:

*OC"I'A is signing on behalf of its members other than Charter and BendBroadband.

W¿rm Springs Telecommunications Company

Marsha JI)
Regulatory D ircctor, Walm Sprin gs Tel ecomm un ications Company

Date:

MCI Communications Services,Inc. d/b/a Verizon Business Sorvices, MCImetro Access

Transmission Services LLC rt/b/a Verizon Access Transmission Services, TTI National'

Inc., Teleconnect Long Distance Services and Systems Co. d/l¡/a Telecom USA, Verizon

Select Servir:es,Inc., Verizon Enterprises Soltttions LLC, Verizon Long Ðistance LLC

By
Jesus Roman
Attorney for Verizon

Date
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Respectfully submitted this .zg day of January, 2016.

Qrvest Corporation d/b/a CenturylÍnk QC'
CenturyTel of Oregon,Inc. d/b/a
Centuryl,ink,
CenturyTel of Eastern Oregon, Inc.
d/b/a Centurylink'
United Telephone ComPanY of the
Northwest d/b/a CenturYLink

Frontier Communications Northwest
fnc.,
Citlzens Telecommunications Company
of Oregon

By:
George Baker Thompson, Jr.

Attomey for Frontier

Date:

Oregon Cable Telecommunications
Association*

By;
Mark Trinchero
Of Attorneys for OCTA

By
William E. Hendricks III
Attomey for CenturyLink

Date:

Oregon Telecommunications Association

Richard A, Finnigan
Attomey for 0TA

By

By:

Date: Date:

*OCTA is signing on behalf of its members other than Charter and BendBroadband'

\ilarm Springs Telecommunlcations Company

Marsha Spellman, JD
Regulatory Director, Warm Springs Telecommunications Company

MCI Communications Servicesr lnc. d/b/a Verizon Business Services, MClmetro Access

Transmission Services LLC d/b/¡ Verizon Access Transmission Services, TTI National'

Inc,, Teleconnect Long Dist¡nce Services and Systems Co. d/b/a Telecom USA, Verizon

Select Services, Inc., Verizon Enterprises Solutions LLC, Verizon Long Distance LLC

By -þ,ß*-l
J Roman
Attomey for Verizon

Date: I
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1) Except to the extent expressly provided herein, this Stipulation has a five year term which will 
begin on January 1, 2017 and end on December 31, 2021.  As a result, for rural companies, see 
footnote 2, the term of the UM 1481 Phase II Stipulation adopted in Order No. 13-162 is modified 
accordingly and OUSF support for said companies in 2016 shall be as set out in Paragraph 5, 
below. 

2) Consistent with the discussion in Commission Order No. 15-365, the Parties agree that the OUSF 
surcharge will not exceed eight and one half percent (8.5%) during the term of the Stipulation and 
that, to the extent required, the OUSF support amounts agreed upon for the Non-Rural Companies1 
set forth in paragraphs 3 and 4, below, for the Rural Companies2 set forth below in Paragraphs 5 
and 6, below, and for Warm Springs Telecommunications Company, set forth in paragraph 13, 
below, shall be reduced on a pro rata basis in order to maintain a surcharge of no greater than eight 
and one half (8.5%).3  Any pro rata reductions shall be determined for the Rural Companies in 
aggregate and for the Non-Rural Companies and Warm Springs Telecommunications Company 
individually.  The adjusted aggregate support amount for the Rural Companies will be allocated to 
them based on their relative shares of support received to the total adjusted support amount. 

3) Subject to any additional reductions required pursuant to Paragraph 2, above, beginning with the 
2016 OUSF funding level of $17.5 million of annual OUSF support for Non-Rural Companies, 
consisting of $10.5 million for Qwest Corporation and $7.0 million for Frontier Northwest, funding 
for the Non-Rural Companies will be reduced in five equal annual steps.  Over the life of the 
stipulation this will result in a reduction of no less than twenty-seven and one-half percent (27.5%).  
Non-Rural Companies’ OUSF receipts will not be affected by line counts. 

4) Subject to any additional reductions required pursuant to Paragraph 2, above, the phase-down of 
OUSF support for the Non-Rural Companies will occur each January according to the following 
schedule4:   

                                                 
1 The Non Rural Companies are Qwest Corporation d/b/a CenturyLink QC and Frontier Communications Northwest 
Inc. (“Frontier Northwest”). 
2 Asotin Telephone Company d/b/a TDS Telecom, Beaver Creek Cooperative Telephone Company, Canby 
Telephone Association d/b/a Canby Telecom, Cascade Utilities, Inc., d/b/a Reliance Connects, CenturyTel of 
Oregon, Inc., d/b/a CenturyLink, CenturyTel of Eastern Oregon, Inc., d/b/a CenturyLink, Citizens 
Telecommunications Company of Oregon, Clear Creek Mutual Telephone Company, Colton Telephone Company 
d/b/a ColtonTel, Eagle Telephone System, Inc., Gervais Telephone Company, Helix Telephone Company, Home 
Telephone Company, Molalla Telephone Company d/b/a Molalla Communications Company, Monitor Cooperative 
Telephone Company, Monroe Telephone Company, Mt. Angel Telephone Company, Nehalem 
Telecommunications, Inc., d/b/a RTI Nehalem Telecom, North-State Telephone Co., Oregon-Idaho Utilities, Inc., 
Oregon Telephone Corporation, People’s Telephone Co., Pine Telephone Systems, Inc., Pioneer Telephone 
Cooperative, Roome Telecommunications Inc., St. Paul Cooperative Telephone Association, Scio Mutual 
Telephone Association, Stayton Cooperative Telephone Company, Trans-Cascades Telephone Company d/b/a 
Reliance Connects, and United Telephone Company of the Northwest d/b/a CenturyLink. 
3 There is an open legal question of whether the Commission can mandate a cap on the OUSF surcharge.  However, 
that question is avoided by the Parties voluntarily agreeing to a cap and the subsequent effects of that cap. 
4 Payments will be 1/12th the annual amount specified herein for a given year and will begin with the January OUSF 
support payment. 
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5) Subject to any additional reductions required pursuant to Paragraph 2, above, beginning with the 

2016 calendar year OUSF funding level of $14,431,170 of annual OUSF support for Rural 
Companies, the funding will be reduced in five equal steps, taking effect annually.  Over the life of 
the Stipulation this will result in a reduction of no less than fifteen and two-tenths percent (15.2%).  
Rural Companies’ OUSF receipts will not be affected by line counts, per Order No. 13-162 in 
Docket UM 1481 Phase II dated May 2, 2013, page 4. 

6) Subject to any additional reductions required pursuant to Paragraph 2, above, the phase-down of 
OUSF support for the Rural Companies will occur each January according to the following schedule: 

 

7) By way of illustration only, and based upon available projections5 of the retail telecommunications 
service revenue base subject to the OUSF surcharge, the potential impact of the agreed upon eight 
and one half percent (8.5%) OUSF surcharge cap imposed by agreement of the Parties pursuant to 
Paragraph 2, above, on the support amounts of the Non-Rural Companies and the Rural Companies 
would be:   

Capped Disbursements Based on Phase III Shares 
2017 2018 2019 2020 2021

Contributions 
(8.5%) $30,000,000 $27,600,000 $25,500,000 $23,500,000 $21,600,000
Qwest $9,177,404 $8,322,819 $7,567,104 $6,850,508 $6,172,341

Frontier $6,118,269 $5,548,546 $5,044,736 $4,567,005 $4,114,894
Total Non-

Rurals $15,295,673 $13,871,365 $12,611,840 $11,417,513 $10,287,235
Total Rurals $12,940,989 $12,069,749 $11,317,287 $10,600,353 $9,919,149
Total CLECs $1,763,338 $1,658,886 $1,570,873 $1,482,135 $1,393,616

Total  $30,000,000 $27,600,000 $25,500,000 $23,500,000 $21,600,000
 

                                                 
5 The projections utilized are the projections provided by Commission Staff to the OUSF Advisory Committee.  
Obviously, projections are only the current estimates based on recent history and are subject to change. 

Annual OUSF Support 
Phase II Stipulation Phase III Stipulation 

 2016 2017 2018 2019 2020 2021
Frontier Northwest $7,000,000 $6,615,000 $6,230,000 $5,845,000 $5,460,000 $5,075,000
Qwest Corporation $10,500,000 $9,922,500 $9,345,000 $8,767,500 $9,190,000 $7,612,500
Total $17,500,000 $16,537,000 $15,575,000 $14,612,500 $13,650,000 $12,687,500

Annual OUSF Support 
 Phase II Stipulation Phase III Stipulation 

 2016 2017 2018 2019 2020 2021
Rural Companies $14,431,170 $13,991,643 $13,552,115 $13,112,587 $12,673,059 $12,233,531
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These projected reductions reflect a reduction in overall OUSF support that is approximately ten 
and one half million dollars ($10.5M) greater than the reductions agreed upon by the Parties in the 
Stipulation filed with and rejected by the Commission in Order Nos. 15-005 and 15-365. 

8) In light of the five-year term of this Stipulation, the Parties request that the Commission cancel any 
directions to perform a triennial review that may be contained in its prior orders.  See, e.g., Order 
No. 03-082 in Docket UM 1017. 

9) Although not a party to the Stipulation, Commission Staff was given the opportunity to review the 
Stipulation in draft stage.  Commission Staff made two requests.  The first was that the Stipulation 
include a description of how pro-rata reductions would occur.  The Parties agreed to include the 
description, which is set out in Attachment 1, and is incorporated into this Stipulation by this 
reference. 

10) The second request made by Commission Staff was to include provisions in the Stipulation that 
would result in biennial reviews by Commission Staff for the purpose of possible re-allocation of 
OUSF support.  The rural companies initially objected to this position.  However, after strenuous 
negotiations, it was agreed to include a re-allocation process as part of the Stipulation in a manner 
that was acceptable to Commission Staff.  That re-allocation process is described in Attachment 2, 
and is incorporated into this Stipulation by this reference. 

11) This Stipulation resolves the following issues: 

(a) Consideration of a methodology for allocation of ILEC network costs between basic 
telephone service and other services. 

(b) Consideration of a methodology for identifying areas in which there is unsubsidized 
competition and whether OUSF support should be provided in such areas. 

(c) Any other issues reasonably related to issues (a) through (B), above.6 

12) For the period January 1, 2017 through December 31, 2021, a qualified CLEC that is designated as 
an ETC for purposes of OUSF will draw at the ILEC per-line amount for the area it serves.  The 
ILEC per line support amount will begin with the base per-line support value contained in the 
“Base Per Line Support Amounts,” which is found on the PUC website. The per-line amount will 
be adjusted to reflect the percent reduction that has occurred for the specific Non-Rural Company 
that owns the wire center between 2016 and the date the support amount is being calculated.  This 
reduction method does not apply to the Warm Springs wire center. 

13) It is recognized that the Warm Springs Telecommunications Company is in a unique situation as it 
builds a new network to serve the Confederated Tribes of Warm Springs Reservation and 
surrounding area.  Pursuant to Order No. 13-162, Warm Springs Telecommunications Company 
will be capped at $1,500,000 per year from the OUSF.  Beginning with the calendar year 2017 and 

                                                 
6 A separate stipulation between Staff, CenturyLink QC and Frontier Communications resolves the issue of 
accountability for the non-rural ILECs. 
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each year thereafter for a period of five (5) years, Warm Springs Telecommunications Company’s 
adjusted cap will be calculated by reducing the $1,500,000 cap by three percent (3%) per year, 
subject to any additional reductions required pursuant to Paragraph 2, above. 

14) The companies represented by the signing parties and those companies’ subsidiaries or parents, 
currently collecting the OUSF surcharge, as applicable, will collect the OUSF surcharge based on 
the company’s intrastate retail revenues (including but not limited to revenues from Voice over 
Internet Protocol) and pay that amount to the OUSF. 

15) The Parties recommend that the Commission commence no later than 2019 a proceeding to review 
the OUSF in order to issue a final ruling prior to the end of the 5 year term of the Stipulation 
regarding any and all aspects of the OUSF, without excluding any options available under Oregon 
law. 

16) The parties recommend that the Commission continue to have its Staff perform the following 
functions: 1) monitor company quarterly OUSF filings of intrastate retail telecommunications 
service revenues to ensure the reporting of such information is correct and that the companies are 
applying the surcharge appropriately; and 2) continue to investigate company filings where there 
appear to be discrepancies. 

17) In Order 00-312 in Docket UM 731, Non-Rural Companies were directed to use OUSF support to 
ensure that basic telephone service is available at a reasonable and affordable rate.  In Order 03-
082 in Docket UM 1017, Rural Companies were ordered to use OUSF support for the same 
purpose.  The Parties agree to recommend to the Commission that the Commission modify the 
purpose for which OUSF support is to be used, pursuant to the powers granted to it by ORS 
759.425.  Beginning January 1, 2017, the use of the OUSF funds will be for the following purpose:  
investment, construction, operation, maintenance, and repair to ensure that basic telephone service 
is available at reasonable and affordable rates.  The use of the funds will be restricted 
geographically to the non-rural high-cost areas established in Order No. 12-065 for reporting 
purposes and to the areas served by the Rural Companies. 

18) The Parties agree that any Party may file a petition to request Commission review of this 
Stipulation if there is a substantive change in Oregon law that materially affects the terms of this 
Stipulation or there is a substantive change in federal law or Federal Communications Commission 
precedent that materially affects the terms of the Stipulation.  The Parties further agree that the 
Stipulation will not automatically terminate merely because a Party has filed a petition as described 
above, but will continue until the Commission issues a final order that grants, denies or takes other 
appropriate final action upon the petition.  Finally, each Party reserves the right to make whatever 
arguments it deems appropriate in any docket resulting from the filing of the aforementioned 
petition. 

GENERAL PROVISIONS 

19) The Parties understand that this Stipulation is not binding upon the Commission unless and until it 
is approved by the Commission. 
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20) This Stipulation does not preclude a Party from explaining, as a factual matter, what the Parties 
agreed to in this Stipulation.  

21) The Parties agree that this Stipulation represents the entire agreement of the Parties and that it 
supersedes any and all prior oral or written understanding, agreements or representation related to 
this Stipulation, if any, and no such prior understanding, agreement or representations shall be 
relied upon by any Party. 

22) The Parties shall cooperate in submitting this Stipulation promptly to the Commission for 
acceptance, and cooperate in supporting this Stipulation throughout the Commission’s 
consideration of the Stipulation. 

23) The Parties enter into this Stipulation to avoid further expense, inconvenience, uncertainty and 
delay.  By executing this Stipulation, no Party shall be deemed to have approved, admitted, or 
consented to the facts, principles, methods, or theories employed in arriving at the terms of this 
Stipulation.  Nor shall any Party be deemed to have agreed that any provision of this Stipulation is 
appropriate for resolving issues in any other proceeding, except to the extent expressly set forth in 
this Stipulation. 

24) This Stipulation may be executed in counterparts and each signed counterpart shall constitute an 
original document.  A signed signature page that is faxed or emailed is acceptable as an original 
signature page signed by that Party. 
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This Stipulation is entered into by each Party as follows:

Qwest Corporation d,lbl aCenturyLink QC,
CenturyTel of Oregon,Inc. d,lbla
CenturyLink,
CenfuryTel of Eastern Oregon,Inc.
ð,lb/a CenturyLinþ
United Telephone Company of the

Frontier Communications
Northwest
Inc.,
Citizens Telecommunications
Company of Oregon

By:

George Baker Thomson, Jr

Associate General Counsel

By

Northwestdlbla CenturyLink

Executive Vice President &
Corporate Administration Officer
Legal & Corporate Administration

Date: I/LI/I6

Date: / / /zotøu

\----;

(ì
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This Stipulation is entered into by each Party as follows:

Oregon Telecommunications Association Oregon Cable Telecommunications Association*

Bv:J-

Mark Trinchero
Of Attorneys for OCTA

Date:
r/LI/16

By:

Date:

Richard
Attorney for OTA

lt

*OCTA is signing on behalf of its member companies other than Charter and BendBroadband

Wa::n Springs Telecommunications
Company

By:-[4a'tthntSPW
Marsha Spellman, fD

Regulatory Director for Warm Springs
Telecommunications Company

Date: 

-January 
l'I.,, 2016
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This Stipulation is entered into by each Party as follows:

MCI Communications Services, Iric. dlb|aVerizon Business Sewices,
MClmetro Access Transmission Services LLC dlblaVerizon Access Transmission Services,
TTI National,Inc.,
Verizon Select Servicês Inc.,
Verizon Long Distance LLC

By' l¡n*.! -b,ß**.ç
Jesús G. Román

Date: January 11,201,6
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ATTACHMENT 1 
Pro Rata Support Reduction Process 

• Increasing the Minimum Balance: 

To avoid potentially frequent changes in support to the companies, Staff has proposed and the 
Parties agree to raise the minimum balance that it uses as a target from 1 month to 1.5 months.  
Doing this allows for some error in forecasting that arise as a result of quarter-to-quarter 
fluctuations in the contribution base erosion rate.  Raising the minimum balance will result in 
reductions being taken earlier, but will also provide a buffer so there are fewer reductions. 

• Adopting the following Process: 

 Quarterly fund status report be disseminated to a wider audience: 1.

Currently a rolling forecast is produced on a monthly basis and the fund status is reported to the 
OUSF board at its quarterly meeting. This fund status report includes an estimate of the timing of 
any fund deficit as well as a detailed look at the percentage decline in the contributions.  Staff plans 
to distribute this status report to all companies receiving money from the fund and all signatories to 
the Revised Stipulation. 

 Disbursement reductions: 2.

If the monthly forecast for six months out indicates that the fund balance will go below 1.5 times 
the projected monthly disbursement, a reduction notice will be sent to all companies receiving 
disbursements. The notice will cover the current as well as all remaining years of the stipulation; 
however, the reductions will only be applied to the current year. Subsequent years will be addressed 
on a year-by-year basis. 

 Basis for the proposed reduction: 3.

The proposed reduction will be based on the forecasted contributions, which will take into account 
any historic rate of decline.  The rate of decline will also be projected forward. 

 Implementation date: 4.

The reduced disbursement amounts will go into effect the quarter before the revenue shortfall is 
expected to occur.  

Process initiation date: 

The process of reducing the disbursements will begin 3 months prior to when the shortfall is 
expected to occur.  Three months’ notice will give ample time for notification and agreement on the 
reduced amounts and will provide time for any internal PUC procedures, such as Public Meeting 
memos, to be completed.  Notification will include a calculation of the reduction as a total and on a 
company level.  As per the stipulation, the disbursement amounts will be reduced on a pro rata 
basis.  
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ATTACHMENT 1 (Continued) 
Pro Rata Support Reduction Process 

ILLUSTRATIVE EXAMPLE: 

In this example we are showing how the process would work if the contributions continue to 
decline by 2% per quarter from 2016 onwards and the stipulated disbursement amounts are 
adopted.  As contributions are lower than disbursements, the fund balance will decline until 
the fund is no longer to make payments. Staff would intervene 6 months prior to this 
occurrence and would issue a reduced disbursement schedule for agreement.  Because of the 
increased minimum balance, unless the rate of decline in contributions was substantially 
greater than expected, further reductions would not be expected within the duration of the 
stipulation. 

• Contributions decrease by 2% per quarter from 2016 onwards: 

• The fund is forecast to have a cash balance which will be below 1.5 X the required monthly 
disbursement in January 2018.  

• The process to reduce the disbursements will begin in  April 2017 when Staff will issue a 
revised disbursement schedule. Once agreed the disbursement schedule will be implemented 
in October 2017. 
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Attachment 2 
Re-Allocation Process 

Commission Staff has requested that a re-allocation process be included in the Stipulation as 
part of Commission Staff’s oversight responsibilities during the life of the Stipulation.   
Commission Staff has described the re-allocation process as occurring on a biennial basis during the 
five-year life of the Stipulation.  The first re-allocation process review would occur in 2016 to be 
effective January 1, 2017.  The second re-allocation process review would occur in 2018 to be 
effective January 1, 2019.  The third re-allocation process review will occur in 2020 to be effective 
January 1, 2021. 

Commission Staff has described the re-allocation review process to include the following 
elements:  (1) The total support that the rural companies are receiving at the start of the re-allocation 
process; (2) The company specific support each company is receiving at the start of the re-allocation 
process; and (3) The projected amount of support that each rural company would receive based on a 
current run of the UM 1017 embedded cost model previously adopted by the Commission.  
Commission Staff describes the re-allocation process as a means to ensure efficient use of the 
limited resources of the state universal service fund and to be sure that support is being provided 
where it is most needed. 

This re-allocation process is a multi-step transition process that takes companies from what 
they are currently receiving from the fund towards what the UM 1017 model defines as their need 
(which can shift over time).  Commission Staff believes that this process will provide relative 
funding stability in the interim period.   

If there is a surplus of monies provided by the fund, it will be used to reduce the size of the 
surcharge rather than providing further support to individual companies.   

The process for the re-allocation would be that the Commission Staff would provide its 
analysis of the appropriate re-allocation for each company by the end of the second quarter of the 
year in question (2016, 2018 and 2020).  Companies would then have until the end of the third 
quarter of the year in question to bring any objections that they have about the process or the results 
to the Commission’s attention if the matter cannot be resolved through discussions and negotiations 
between and among the rural companies and Commission Staff.  The Commission would resolve 
the dispute, if any, and the re-allocation would proceed as authorized by the Commission.  In 
addition, if there are questions about or proposed modifications to the UM 1017 embedded cost 
model, they will be brought before the Commission for resolution. 

Parties recognize that potential re-allocation may affect individual company planning, 
budgeting and the recovery of investments already made to provide service to customers.  As a 
result of these considerations the re-allocation process has the constraint that no company will have 
its support reduced by more than twenty percent over the life of the Stipulation as a result of the re-
allocation  process and no more than seven percent per allocation through the re-allocation process.  
The methodology that will be used in the re-allocation process is the methodology prepared by 
Commission Staff as the model based allocation derived through the waterfall process, which is 
described below. 
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ATTACHMENT 2 (Continued) 
Re-Allocation Process 

Waterfall Approach 

Overview:  This method starts with the unconstrained support that each company would 
receive under the UM 1017 embedded cost model which is used to determine the percentage share 
of the rural OUSF support a company may receive.  If any company has support less than what is 
allowed by the reduction constraint described above, that company’s support is adjusted to the 
minimum allowed by the constraint.  New percentage shares are calculated for the remaining 
companies which are then applied against the remaining rural OUSF support.  This process of 
calculating new percentage shares and new remaining support amount is repeated until no support 
amount needs to be reset based on the UM 1017 model results.  No company shall receive more 
support than produced by the UM 1017 embedded cost model as adopted by the Commission or, if 
modified by the Commission, as so modified. 

Work Steps: 

Step 1) Calculate an adjusted OUSF distribution ratio as described above. 

Step 2) Determine the amount of Rural ILEC OUSF support by multiplying the OUSF 
distribution ratio by the total amount of Rural ILEC OUSF support available. 

Step 3) Compare the amount obtained in step (2) above with the current OUSF support for each 
company identifying any company that realizes a reduction in OUSF support that is greater than any 
applicable reduction constraint imposed. 

Step 4) Companies identified in Step (3) adjust the OUSF support within the applicable 
reduction constraint. 

Step 5) Recalculate the OUSF distribution ratio for each company not identified in Step (3) by 
dividing the UM 1017 Model based support for each company by the total sum of model based 
support calculated for each remaining ILEC that was not identified in Step (3) above. 

Step 6) Deduct the total sum of the adjusted OUSF support determined in Step (4) above from 
the total amount of Rural ILEC support available. 

Step 7) Repeat Step (2-6) above until no company realizes a reduction in OUSF support greater 
than the applicable reduction constraint. 

Step 8) Determine the support for all companies remaining by multiplying the OUSF 
distribution ratio by the remaining total sum of available OUSF support for rural ILECs. 
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UM 1481 Phase III 

WHITE PAPER ON OREGON UNIVERSAL SERVICE ISSUES 

Prepared for May 22, 2015 Workshop 

On January 12, 2015, the Commission entered Order No. 15-005 in which it 
declined to adopt the stipulation filed by the active parties to Phase III of docket 
UM 1481 ("Phase III Stipulation"), stating that it is "unable to determine whether 
the joint parties' stipulated funding levels are appropriate to meet the need for 
OUSF support or whether the joint parties' stipulated program design will ensure 
the efficient and effective delivery of those funds." 1 The Commission directed the 
Administrative Law Judge ("ALJ") to schedule further proceedings, including "an 
initial workshop with the Commissioners to allow further clarification of [the 
Commission's] goals in this docket** *."2 On March 16, 2015, the Commission 
issued a Notice of Commission Workshop, to be held on May 22, 2015, that 
advised the parties to be prepared to discuss the following issues: 

1. How does the existing Oregon Universal Service Fund ("OUSF:) 
program work on a granular level? 

2. Under current law, what are the Commission's options for 
administering the OUSF program? What can and can't the Commission do? 

3. What are the goals of the program and what metrics should the 
Commission use to evaluate whether it has achieved those goals? 

4. What constitutes available basic telephone service? What defines 
reasonable and affordable rates? 

5. What constitutes a satisfactory alternative such that a landline subsidy 
is not warranted (e.g., is the availability of reliable, ubiquitous cellular service 
sufficient to remove the justification for rural ILEC support?)? What criteria 
should the Commission use to determine whether a satisfactory alternative exists? 

6. Should the Commission have a continuing role once the goal of 
affordable basic telephone service has been met without the need for subsidies? 

1 In the Matter of the Public Utility Commission of Oregon Investigation of the Oregon Universal Service Fund, 
Docket UM 1481 Phase III, Order No. 15-005 at 3 (1/12/15). 
2 /d. 
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7. Should the OUSF program be revised to subsidize customers who 
need basic services at reasonable and affordable rates rather than subsidizing the 
companies who provide it? 

This White Paper is intended to provide the Commission with useful 
information to assist in the Workshop discussion of the issues outlined in the 
March 16 Notice and to better evaluate the reasonableness ofthe Phase III 
S ti pulati on. 

I. Background and Procedural History 

In order to provide a framework to facilitate the discussion at the April 16 
Workshop, it is important to revisit the genesis of the OUSF, its evolution over 
time, the procedural history ofDocket UM 1481, and the Commission's stated 
objectives for this docket. 

A. Docket UM 731 

The Commission has been investigating universal service proposals since the 
mid-1990s. In fact, the Commission had begun to develop its own universal 
service mechanism and had issued several orders in docket UM 731 before the 
1999 Oregon Legislative Assembly's enactment ofSB 622 (ORS 759.425), which 
set forth legislative universal service policy and directed the Commission to 
establish and implement a competitively neutral and nondiscriminatory universal 
service fund ("the OUSF").3 Following the directives in the statute, the 
Commission established the OUSF in Order No. 00-312 in Phase IV of Docket 
UM 731.4 In that Order, the Commission created the basic workings of the OUSF 
as applied to non-rural companies, including adopting: ( 1) a cost proxy model, 
(2) the inputs for the cost proxy model, (3) the benchmark, ( 4) the formula for 
computing OUSF support, and (5) the support distribution mechanism. Many of 
these decisions continue to inform the calculation and distribution of OUSF 
support today. 5 In fact, calculation and distribution of support for the non-rural 
ILECs (i.e., Qwest and Verizon legacy high-cost wire centers) was governed 
exclusively by this mechanism until2014.6 

3 ORS 759.425 is discussed in greater detail below. . 
4 In Order No. 01-1063, the Commission amended Order 00-312 to remove the OUSF surcharge assessment base 
revenues from interstate and international telecommunications, consistent with a decision of the U.S. District Court 
finding such assessment in conflict with federal law. 
5 A description of how the existing OUSF program works on a granular level is being provided separately by 
Commission Staff. 
6 In Order No. 13-162 in Phase II of Docket UM 1481, entered May 2, 2013, the Commission adopted a stipulation 
that altered this calculation methodology for a three-year period from 2014 through 2016. 
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B. Docket UM 1017 

The rural ILECs were brought into the OUSF program in 2003 pursuant to a 
stipulation that established an embedded cost methodology for calculating rural 
ILEC support, rather than the cost proxy model used to calculate support for the 
non-rural ILECs.7 The mechanism adopted by the Commission provided for a 
triennial review of rural ILEC support. The Commission has set rural ILEC 
support through adoption of memoranda of understandings and stipulations ever 
since.8 

A useful summary of the triennial review process is set out in Appendix A to 
Order No. 12-204. 

In Docket No. UM 1017, the Commission issued Order No. 03-082 
(February 3, 2003) to expand the Oregon Universal Service Fund 
(OUSF) to include the incumbent rural telecommunications 
companies (rural companies). The Order adopted a stipulation 
("Stipulation") signed by the parties in the docket. Generally, the 
Stipulation outlined methods for computing the cost of basic service, 
the federal support offsets, the support per line, and how the revenue 
offsets would be applied to achieve revenue neutrality. It also set 
forth the method for the distributions from the OUSF. Paragraph 5 of 
the Stipulation states: 

The interval for reviewing and updating the embedded 
cost calculations will not be longer than three years, 
unless extended by the Commission. Companies may 
request, or the Commission may initiate, a more frequent 
review, but not more frequently than once a calendar 
year. A company requesting a more frequent review will 
do so by November 15 for the previous calendar year. 
The OUSF study area support per line per month amount 
will remain unchanged until the next embedded cost 
review. 

Staff first made the basic service cost calculations in 2003 to develop 
the initial OUSF support per line per month for the rural carriers. The 

7 In the Matter of the Investigation Into the Expansion of the Oregon Universal Service Fund to Include the Service 
Areas of Rural Telecommunications Carriers, Docket UM 1017, Order No. 03-082 (2/3/03). 
8 See Order Nos. 06-297, 09-246, and 12-204 in Docket UM 1017, and Order No. 13-162 in Phase II of Docket UM 
1481. 
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rural companies received support based on those per-line amounts 
from November 2003 until June 2006. 

2006 Triennial Review Process 

In 2006, the three-year review interval ended. After a review of the 
rural companies' embedded cost calculations, Staff determined that the 
aggregate, annual support for rural companies would increase from 
$8.9 to $16.3 million under the Order No. 03-083 methodology. After 
two workshops, the companies agreed to hold the increase in 
disbursement amounts to 15 percent instead of the 81 percent obtained 
by Staffs study. At the time, the intrastate Carrier Common Line 
(CCL) charge, which the OUSF support is used to reduce, was 
approximately one-third what it is today. A MOU was signed by all 
parties agreeing to hold the increase in disbursement amounts to 15 
percent. 

2009 Triennial Review Process 

Three years later, the companies signed another agreement to extend 
the existing MOU, even though the CCL charge had jumped 
significantly and the minutes of use had declined sharply. Although 
the intrastate access minutes declined significantly between 2006 and 
2009, the higher CCL rate, which was based on the forecasted 
minutes, offset the revenue loss that would have resulted had the rate 
not adjusted with the minutes. 

At the end of2011, the Federal Communications Commission 
("FCC") issued FCC Order No. 11-161, which directed the rural 
companies to start a process of reducing their intrastate access rates. 
The first step in the access rate reduction process, with an effective 
date of July 3, 2012, brings the terminating intrastate rates down to a 
point halfway between each company's current intrastate rates and 
their current interstate rates. Since the volume of minutes is relatively 
unresponsive to price changes, this drop in rates is expected to result 
in a reduction in revenues to the companies. 

2012 Triennial Review Results 

Staff conducted the triennial review in 2012 using the model specified 
in Order No. 03-082 and data from the most current financial, 
separations, and federal support sources. The rural companies also 
performed a similar study. Before any adjustments, the basic, 
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monthly, per-line service cost increased for 27 of the 30 rural 
companies (the remaining three companies had no change). The 
model-based monthly changes ranged from no change to $55 per line. 

Expressed as aggregate annual disbursements, the model results had 
the support for the rural companies going from approximately $6.8 
million per year to $30 million per year. To support this $23 million 
dollar increase, the surcharge rate would have had to be well over 10 
percent. All parties were concerned about the effect this rate would 
have on the public. 

As a result of Staffs and the companies' findings, Staff, OECA, and 
OTA had a series of meetings. As a result of those discussions and 
extensive analysis, Staff, OECA, and OT A reached an agreement that 
disbursements from the OUSF for rural companies would be capped at 
$15,650,933. The reduction from the initial $30 million to the $15.6 
million is equivalent to the dollar amount that would have been 
generated by the model ifthe $21 benchmark that was established 
when the studies were first conducted for the non-rural companies was 
adjusted for inflation. 

Once the level of support was set, the rural companies met to 
determine how the support would be divided among them. Because of 
the large reduction from the modeled results to the compromise 
reached by Staff and the companies, there was no correct formula that 
could be imposed on the result. The companies made the decision 
based on a number of meetings among themselves. 

C. Docket UM 1481 

1. Phase I 

On April 26, 2010, the Commission opened Docket UM 1481 to investigate 
the current status of the fund and to consider recommendations for the fund's 
revision. On December 28, 2010, following several rounds of comments from 
interested parties, the Commission decided to delay consideration of substantive 
issues until after the 2011 legislative session, but adopted non-rural ILEC interim 
reporting measures designed to enhance accountability and transparency.9 In that 
Order, the Commission "clarified" that non-rural ILECs "may only use OUSF 
distributions for investment in infrastructure or maintenance, such as new 
investment or investment associated with repairs and maintenance * * * [and] 

9 Order 10-496. 
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show that funds were used [only] in*** supported wire centers** *." 10 The 
Commission granted a motion for reconsideration and stay of these reporting 
requirements, but reserved consideration of the issue in the next phase of the 
docket. 

On June 16, 2011, the Commission further suspended the general 
investigation into the scope and purposes of the OUSF to await issuance of the 
Federal Communications Commission's ("FCC") decision regarding "the means 
by which federal support will be given for investment in broadband 
communications services in rural areas." 11 The Commission directed the parties to 
continue working on non-rural ILEC transparency and accountability issues, which 
resulted in adoption of a Staff recommendation for interim reporting measures for 
these carriers. 12 

2. Phase II 

In June 2012, the Commission opened Phase II of Docket UM 1481. 13 In a 
subsequent Ruling, ALJ Arlow limited the scope of the docket to consideration of 
the following three questions: (1) What changes should be made to the existing 
OUSF related to calculation, the collection, and the distribution of funds? (2) 
What changes should be made to the existing OUSF related to how funds are used? 
(3) What changes should be made to the existing OUSF related to transparency and 
accountability?14 That Ruling explicitly excluded from the issues list consideration 
of changes to the Commission's OUSF rules (reasoning that a rulemaking would 
be the appropriate proceeding for such.changes) and the purpose of the OUSF 
(reasoning that the purpose of the OUSF is set forth in ORS 759.425). 15 

Following the submission of two rounds ofprefiled testimony, but prior to 
the evidentiary hearing, the parties entered into a stipulation ("Phase II 
Stipulation") that the Commission approved in Order 13-162, entered May 2, 2013. 
In that Order, the Commission adopted a three-year phase down of OUSF support 
that will be complete for the rural ILECs as of July 1, 2016 and for the non-rural 
ILECs on January 1, 2017. 16 The Commission also directed that Phase III of this 
docket be opened to address three discreet issues with the goal of having those 
issues resolved in time to implement any changes to the OUSF on July 1, 2016 for 

10 !d. at 3. 
11 0rderNo.11-192(6/16111). 
12 !d. at 2; see also Order No. 12-065 (2/28/12). 
13 Order No. 12-204 in docket UM 1017 (6/6/12). 
14 Ruling, issued August 29,2012. 
15 !d. 
16 Order No. 13-162 at 5-6. 
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the rural ILECs and on January 1, 2017 for the non-rural ILECs. 17 The three issues 
identified were: (a) identify methods for non-rural ILEC allocation and reporting 
of operating expenses in high-cost areas ("Accountability"); (b) consideration of 
development and application of a methodology for allocating network costs 
between basic telephone and other services ("Allocation"); and (c) consideration of 
how to identify areas with unsubsidized competition and whether OUSF support 
should continue to be provided there ("Unsubsidized Competition"). These three 
issues had been addressed in the Phase II pre filed testimony, but were not resolved 
as part of the Phase II Stipulation. 

3. Phase III 

The schedule for Phase III of UM 1481 was divided into three separate 
timelines for consideration of each of the designated issues: Issue III( a)­
Accountability; Issue III(b) - Allocation; and Issue III( c) - Unsubsidized 
Competition. The parties addressed Issue III( a) in collaborative workshops. 
Consideration of Issues III(b) and III( c) were slated to be separately addressed 
seriatim. The parties filed direct testimony regarding Issue III(b ), and then entered 
into settlement discussions to resolve all three issues. On September 22, 2014, the 
parties filed a Stipulation resolving all three issues. In Order 15-005, entered 
January 12, 2015, the Commission denied the Stipulation and ordered further 
proceedings, including the Workshop now scheduled for May 22, 2015. 

II. The Statutory Backdrop 

One of the issues outlined in the March 16 Notice is the state of the current 
law related to the OUSF and the degree of flexibility that the Commission 
possesses as a matter of law. This issue necessitates a review ofORS 759.425. 

A. The Basic Goal of OUSF 

In ORS 759.425, a copy which is set out in Appendix A, 18 the Commission 
is directed to use the state universal service fund "to ensure basic telephone service 
is available at a reasonable and affordable rate." ORS 759.425(1 ). 

The Commission is granted the express discretion to "periodically review 
and evaluate the status of telecommunications services in the state and designate 
the services included in basic telephone service." ORS 759.425(2)(a). This means 
that the Commission has the flexibility to define what constitutes "basic telephone 

17 /d. at 4-5. 
18 Appendix A contains the critical statutes and rules discussed in this White Paper. 
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service" from time to time, within the parameters set by ORS 759.400(1), i.e., local 
exchange telecommunications service. 

The current definition of basic telephone service is set out in OAR 860-032-
0190. That rule states as follows: 

( 1) Purpose of rule. This rule defines the term "basic 
telephone service" pursuant to Ch. 1093, Laws of 1999 
(SB 622), Sectiop 23(1), as the term is used inCh. 1093, 
Laws of 1999 (SB 622), Sections 23 through 38. 

(2) "Basic telephone service" means retail 
telecommunications service that is single party, has voice 
grade or equivalent transmission parameters and tone­
dialing capability, provides local exchange calling, and 
gives customers access to but does not include: 
(a) Extended area service (EAS); 
(b) Long distance service; 
(c) Relay service for the hearing and speech impaired; 
(d) Operator service such as call completion assistance, 
special billing arrangements, service and trouble 
assistance, and billing inquiry; 
(e) Directory assistance; and 
(f) Emergency 9-1-1 service, including E-9-1-1 where 
available. 

(3) The following are classified as basic telephone 
service, whether sold separately or in a package: 
(a) Residential single party flat rate local exchange 
service; 
(b) Business single party flat rate local exchange service, 
also known as "simple" business serviCe; 
(c) Residential single party measured local exchange 
service, including local exchange usage; 
(d) Business single party measured local exchange 
service, including local exchange usage; 
(e) Private branch exchange (PBX) trunk service; 
(f) Multiline or "complex" business service; and 
(g) Public access line (PAL) service. 

( 4) Services that are not considered basic telephone 
service include but are not limited to the following: 
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(a) Integrated Services Digital Network (ISDN) service; 
(b) Digital subscriber line service, also known as xDSL 
servtce; 
(c) Frame relay service; 
(d) Centrex-type service; 
(e) Private line or dedicated point-to-point service; 
(f) Packet switched service; 
(g) Foreign exchange service; 
(h) Multiparty service, such as two-party and four-party 
suburban service; and 
(i) Custom calling features, such as call waiting and 
caller ID. 

This rule was adopted in 2000. The Commission recently rejected a petition to 
open a rulemaking to amend the rule to add the term "access to broadband" to the 
definition of basic telephone service, determining that such a change would require 
input from the Legislature. 19 

Once the Commission has established what constitutes basic telephone 
service, the Commission must also make sure that basic telephone service is 
available at a "reasonable and affordable rate." 

B. Degree of Flexibility 

As noted above, the Commission has flexibility to designate what is 
included within the concept of "basic telephone service." Whether to do so and at 
what intervals it desires to review this definition are completely within the 
Commission's discretion. 

The Commission also has the express authority to establish a benchmark for 
basic telephone service "as necessary for the administration and distribution of the 
universal service fund." ORS 759.425(3)(a). From this language, it appears that 
the Commission has broad flexibility over setting the benchmark. The 
Commission also has, the discretion to periodically review the benchmark and 
adjust it as necessary to reflect changes in competition in the telecommunications 
industry, changes in federal universal service support, and other factors that the 
Commission determines to be appropriate. ORS 759.425(3)(b). 

As an additional area of flexibility, the Commission has the discretion to 
conform the state universal service fund to Section 254 of the federal 

19 In the Matter of the Petition filed by the Oregon Telecommunications Association to Amend OAR 860-032-0190, 
Docket AR 577/UM 1481, Order No. 14-113 at 3 (417/14). 
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Telecommunications Act of 199620 and to federal universal service rules adopted 
by the FCC "to the extent that the Public Utility Commission· determines is 
appropriate." ORS 759.425(1). The FCC's universal service program is discussed 
in Section III below. 

C. Limits on Flexibility 

While the Commission has been given broad discretion in dealing with the 
benchmark and adopting rules conforming the OUSF to the federal universal 
service program, there are areas in which the Legislature has specifically spelled 
out for the Commission what must occur. One of these areas is the actual funding 
mechanism for OUSF support. As stated by the Legislature, "the universal service 
fund shall provide explicit support to an eligible telecommunications carrier that is 
equal to the difference between the cost of providing basic telephone service and 
the benchmark, less any explicit compensation received by the carrier from federal 
sources specifically targeted to recovery of local loop costs and less any explicit 
support received by the carrier from a federal universal service program." 
ORS 759.425(3)(a). 

Within this overarching limitation, there are several items over which the 
Commission nevertheless may exercise its discretion. Obviously, one way for the 
Commission to control the size of the state universal service fund is through the 
level of the benchmark. The higher the benchmark, the less support the fund needs 
to provide. Another manner in which the Commission exercises discretion is in 
determining how to calculate the cost of providing basic telephone service. For 
example, the Commission has exercised this discretion by adopting a cost proxy 
model for determining costs in the non-rural ILEC service areas, but using 
embedded cost methodology for determining costs in rural ILEC service areas. 

Finally, federal law provides a significant limitation on the Commission's 
discretion. The universal service provisions of 4 7 USC § 254 include restrictions 
on state authority in §254(±), which reads as follows: 

A State may adopt regulations not inconsistent with the 
Commission's rules to preserve and advance universal 
service. Every telecommunications carrier that provides 
intrastate telecommunications services shall contribute, 
on an equitable and nondiscriminatory basis, in a manner 
determined by the State to the preservation and 
advancement of universal service in that State. A State 
may adopt regulations to provide for additional 

20 Section 254 is set out in full in Appendix A. 

Page 10- WHITE PAPER ON OREGON UNIVERSAL SERVICE ISSUES 
DWT 26595090v2 0 I 06080-000145 



definitions and standards to preserve and advance 
universal service within that State only to the extent that 
such regulations adopt additional specific, predictable, 
and sufficient mechanisms to support such definitions or· 
standards that do not rely on or burden Federal universal 
service support mechanisms. 

Thus, a state is limited in how its own universal service program can impact the 
federal program.21 

III. Federal Universal Service Program 

The federal universal service program consists of three primary elements. 
The first element is high-cost support. The second element is the Lifeline program. 
The third element is the funding for schools and libraries. The two most important 
components of the high-cost support program for purposes of the discussion of the 
OUSF are the high-cost loop support (HCLS) and the Intrastate Common Line 
Support (ICLS) elements of the federal universal service program.22 These are 
both reductions to the cost of basic telephone service specified under ORS 
759.425. As a result, they reduce the size of the OUSF. 

The FCC substantially modified the high-cost support program in the 
USF/ICC Transformation Order. Recognizing that "fixed and mobile broadband 
have become crucial to our nation's economic growth, global competitiveness and 
civic life,"23 the FCC expanded the focus of universal service from supporting 
voice service only to supporting "the universal availability of modem networks 
capable of delivering broadband and voice service to homes, businesses, and 
community anchor institutions."24 For price cap carriers (primarily the largest 
ILECs), the FCC has developed a forward-looking economic costing model for the 
calculation and allocation of explicit support distributions that will extend 
broadband networks further into high-cost rural areas. This new model will be 
deployed within the Connect America Fund Phase II (CAF II), and represents a 

21 As noted above, see note 4, the Commission was forced to revise the OUSF to remove revenues from interstate 
and international telecommunications from the surcharge base in order to conform to the limitations imposed by 47 
usc §254(f). 
22 ICLS applies to rural carriers. The equivalent for non-rural ILECs is Interstate Access Service or lAS. 
23 In the Matter of Connect America Fund, A National Broadband Plan for Our Future, Establishing Just and 
Reasonable Rates for Local Exchange Carriers, High-Cost Universal Service Support, Developing an Unified 
Intercarrier Compensation Regime, Federal-State Joint Board on Universal Service, Lifeline and Link-Up, 
Universal Service Reform- Mobility Fun, WC Docket No. 10-90, GN Docket No. 09-51, WC Docket No. 07-135, 
WC Docket No. 05-337, CC Docket No. 01-92, CC Docket No. 96-45, WC Docket No. 03-109, WT Docket No. 10-
208, Report and Order and Further Notice of Proposed Rulemaking, FCC 11-161 (rei. Nov. 18, 2011)(USF//CC 
Transformation Order). USF/ICC Transformation Order, paragraph 3. 
24 USFIICC Transformation Order, paragraph 51. 
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significant change in the method of calculating and distributing explicit Universal 
Service Fund support. 

The FCC adopted a budget of $1.8 billion annually for the funding of 
broadband build-outs in the areas served by the price cap carriers. The budget 
adopted by the FCC may not be enough to fully fund all locations that do not 
currently have the broadband service availability as defined by the FCC. As a 
result, the FCC will utilize the economic cost model to allocate the funds available. 
The model will also be used to identify extremely high-cost census blocks that 
should receive funding specifically set aside for remote and extremely high-cost 
areas (called the Remote Area Fund) rather than receiving CAP II support. 

Because of the changes from the existing federal universal service support, 
where extremely high-cost locations were not necessarily excluded from support, 
to the n~w CAP II, where only targeted high-cost locations are supported, there 
will no doubt be changes in the level of federal funding being directed to the high­
cost areas in Oregon. The CAP II model will identify census blocks that will be 
eligible for funding based on competitive and budget inputs, which will leave 
relatively lower cost census blocks unfunded, and extremely high-cost census 
blocks eligible only for the Remote Area Fund, which has yet to be developed. 

The FCC will initially provide offers of CAP II support to the price cap 
ILECs for the build-out of broadband to qualifying locations in their territory. The 
price cap ILECs will have a right-of-first-refusal on the support offered by the 
FCC. If the ILEC declines the offered CAP II support, the FCC will implement an 
auction process to make the funding available to other companies wishing to 
submit bids to deploy the specified broadband capability to the qualifying 
locations. 

Though the FCC is expected to provide offers of CAP II support in the near 
future, there is still significant uncertainty about the impacts this new approach to 
the calculation and distribution of federal support will have on the high-cost areas 
in price cap ILEC service areas in Oregon. In addition, the FCC has not yet begun 
to implement long-term reforms with respect to high-cost support for rate-of-return 
ILECs 

Traditional support was continued at a frozen level for rate-of-return (rural) 
companies. The amount is frozen as to the total level of support nationwide. 
Support for an individual company can change year-to-year, sometimes 
significantly. There is an as yet undefined plan to transition rate-of-return 
company support to a more targeted system, perhaps using auctions, for the future. 
At this time, the elements of such a plan are not known. 
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The substantive point that is raised by these reforms of the federal universal 
service program is that it has introduced a substantial degree of uncertainty of the 
level of support for rural ILECs and price cap companies alike. It also appears to 
be a quickly changing landscape. For example, as initially established, the FCC set 
a broadband standard for ILECs at four megabits download speed and one megabit 
upload speed.25 In December 2014, the FCC established a broadband standard for 
CAF II support of 10 megabits download speed and one and a half ( 1 Y:!) megabits 
upload speed. The FCC has recently established a 25-megabit download three­
megabit upload goal, but has not yet determined whether that standard will be used 
for the CAF.26 It is not clear where things will ultimately end up. At this point, 
however, the effects of the FCC's reforms on the state high-cost programs are not 
quantifiable to end users. 

In light of the uncertainty created with reforms of the federal universal 
service support, adoption of the Phase III Stipulation is the most appropriate 
approach at this time for Oregon. The Phase III Stipulation provides certainty for 
all parties concerning the level of funding and the areas that will receive support. 
It results in a predictable and consistent phase down of support levels over a 
reasonable period of time which will allow the Commission and all parties to 
review and evaluate the implications from the changes in federal support. If 
changes to state support are needed to better align with the revised federal funding 
that occurs, the Commission could initiate a review of the OUSF once those 
impacts are fully known and understood. 

IV. Reasonable and Affordable Rates for Basic Telecommunications Service 

The March 16 Notice asks the parties to address the questions of the ultimate 
goals for the state universal service fund and how will the Commission know when 
those goals have been accomplished. The concept of making "basic telephone 
service" available at a "reasonable and affordable rate" is one of the core mandates 
for the state universal service fund as established by the Legislature. 

The FCC has recently addressed the question of reasonable and affordable 
rates in the USF/ICC Transformation Order, in which it established a rate 
benchmark for purposes of application of the access recovery charge (ARC).27 The 

25 USFIICC Transformation Order at~ 26. See also, Connecting America: The National Broadband Plan at p. 135. 
26 In the Matter of Inquiry Concerning the Deployment of Advanced Telecommunications Capability to All 
Americans in a Reasonable and Timely Fashion, and Possible Steps to Accelerate Such Deployment Pursuant to 
Section 706 of the Telecommunications Act of 1996, as amended by the Broadband Data Improvement Act, GN 
Docket No. 4-126, 2015 Broadband Progress Report and Notice of Inquiry on Immediate Action to Accelerate 
Deployment, FC 15-10 (rei. Feb 4, 20 15). 
27 The ARC is a new charge authorized by the FCC in the USFIICC Transformation Order to recover some of the 
lost intercarrier compensation from end-users. 
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FCC has determined that if the residential customer is paying more than thirty 
dollars ($30.00) per month for the combination of the local basic rate, mandatory 
extended area service (EAS), the subscriber line charge (SLC), E911 fees, and state 
universal service surcharges, the ILEC may not impose an additional fee under the 
ARC.28 

Table 1 shows what customers in Oregon are paying for local service once 
all components of local service are totaled in the manner utilized by the FCC in 
establishing its $30-benchmark. This includes the subscriber line charge (SLC), 
extended area service (EAS) charges, E911 fees, state OUSF surcharge, the access 
recovery charge (ARC) and the residential service protection fund (RSPF). This 
table demonstrates what customers actually pay out-of-pocket to receive basic 
local service once all components of local service are included. 

28 USFIICC Transformation Order beginning at~ 908. 
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Table 1 

Customer Out-of-Pocket Payment for Basic Telephone Service 
Company Residential EAS Additional Total Customer 

Charges* Out-of-Pocket 

Asotin $16.00 NIA $10.20 $26.20 
Beaver Creek $24.00 $5.89 $9.88 $39.77 
Canby $12.80 $11.28 $9.39 $33.47 
Cascade $18.99 $7.00/$10.652 $9.54/$9.85 $35.53-$39.49 

Clear Creek $20.89 $8.48 $9.84 $39.21 
Coltontel $16.50 $21.35 $10.56 $48.41 
Eagle $16.00 N/A $10.20 $26.20 
Gervais $12.95 $15.00 $9.72 $37.67 
Helix $14.801 NIA $10.09 $24.89 
Home $16.55 NIA $10.25 $26.80 
Molalla $14.95 $13.00 $9.72 $37.67 
Monitor $14.05 $2.40 $10.24 $26.69 
Monroe $11.69 $11.89 $9.34 $32.92 
Mt. Angel $9.00 $9.00 $10.37 $28.37 
Nehalem $14.80 N/A $10.10 $24.90 
North-State $12.45 $14.35 $11.12 $37.92 

Oregon-Idaho $11.65-$18.653 $1.40 (Ridgeview 
$9.94-$10.54 $22.99-$30.59 

only) 
Oregon Telephone $11.95 $10.55 $10.75 $33.25 
Corporation 
Oregon Telephone 

$14.35 $14.35 $11.27 $39.97 
Corporation-Midvale-

$14.35 $00.00 $10.05 $24.40 
Harper/Juntura 
People's $13.95 $8.95 $10.79 $33.69 
Pine $14.75 N/A $10.09 $24.84 
Pioneer $15.00 $3.95 ($2.95-$8.00)4 $10.45/$10.79 $28.40-$33.79 

RTI $16.00/$18.005 0.976 $10.28/$10.45 $27.25-$29.42 

Scio $11.50 $11.65-$13.00
7 $10.80/$10.92 $33.95-$35.42 

St. Paul $10.50 $11.85 $10.74 $33.09 
Stayton $11.60 $6.89 $10.41 $28.90 
Trans-Cascades $14.80 $9.32 $9.39 $33.51 

Footnotes are set out in Appendix B. 

Additional Total Customer 
Company Residential EAS Charges Out-of-Pocket 

CenturyTel $14.48-$16.55 $4.83-$10.00 $7.22-$10.65 $29.96-$32.35 
United 
Telephone $15.43 $2.00-$7.00 $7.57-$8.07 $25.00-$31.10 
Qwest $14.80-$16.80 $.60-$4.97 $8.11-$9.39 $24.79-$29.88 
FrontierNW $14.34 $1.19-$8.19 $8.50-$10.47 $24.03-$33.00 
Citizen's $14.67 $1.94-$12.21 $8.87-$9.54 $25.48-$36.42 
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Local Service Rate 
without OUSF 

Support 
$52.23 

$47.87 

$39.56 

$41.19-$45.15 

$46.45 

$51.94 

$83.20 

$52.33 

$102.53 

$38.41 

$51.22 

$98.70 

$62.44 

$48.91 

$39.86 

$45.89 

$78.58-$86.18 

$33.25 

$50.04 
$34.47 

$52.68 

$119.87 

$40.81-$46.20 

$40.86-$43.03 

$49.36-$5Q.83 

$54.69 

$39.80 

$54.81 

Local Service 
Rate without 

OUSF SuQPort 
$36.09-$38.48 

$29.20-$35.30 
$24.97-$176.68 
$24.18-$709.45 
$30.36-$41.30 



This data demonstrates that customers actually pay anywhere from $22.99 to 
$48.41 per month for basic local service. Most customers pay more than $25.00 
per month for service. Without OUSF support, 29 if ILECs raised rates to generate 
revenues to match what was received as OUSF support, the out-of-pocket 
payments for basic telephone service for many customers might exceed $40.00 per 
month. 

V. Calculation of Support 

Commission Staff is preparing a presentation addressing this issue. 

VI. Accountability 

A key concern for the Commission is, and should be, accountability under 
the OUSF program. Since the beginning of the application ofOUSF to rural 
companies, accountability for rural ILECs has existed. The rural ILECs had been 
making annual access charge filings. The Commission held this level of 
information provided accountability in Order No. 10-496. Today, the rural ILECs 
continue to file Form 0, copy attached as Appendix B, and Form I, copy attached 
as Appendix C, on an annual basis. These filings set out a detailed accounting of 
each company's financial position and on a year-over-year basis demonstrates 
where investments have been made and the activities of each rural ILEC. In 
addition, since the passage of the USFIICC Transformation Order, the rural 
companies have been filing at the state Commission level the FCC Form 481. This 
form has detailed financial information, as well as operational information, about 
each rural ILEC, including use of federal support. 

The issue of accountability for the non-rural or price cap companies has 
previously been addressed in this docket. In the first phase of this docket, 
additional reporting for price cap companies was adopted. See Order No. 12-065 
and Appendix A of that Order. As stated by the Commission Staff in Appendix A 
of the Order, the proposed reporting was meant to "assure transparency and 
accountability of the non-rural [companies]." 

This issue of accountability for non-rural companies was reexamined in the 
current phase of UM 1481. After many meetings between Commission Staff and 
representatives of the price cap companies, that issue was expressly addressed by 
the Phase III Stipulation. To resolve the issue of accountability for the price cap 
companies, additional reporting has been developed, including reporting of where 

29 The final column in Table 1 shows an estimate of the local "out-of-pocket" rate that might be needed to generate 
an equivalent level of regulated revenues if existing OUSF support were to be removed, assuming federal support 
remains at existing levels. 
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investment is made. The newly proposed accountability standards for price cap 
companies are set forth in Attachment 2 to the Phase III Stipulation, which is 
attached hereto as Appendix D. 

VII. OUSF Surcharge 

Under the requirements ofORS 759.425, the Commission is to establish a 
surcharge on all retail telecommunications services in the state. ORS 759.425(4). 
Specifically, the Legislature stated "the surcharge will be a uniform percentage of 
the sale of retail telecommunications services in an amount sufficient to support 
the purpose of the universal service fund." There is no legislative cap on the size 
of the surcharge. However, as the triennial reviews in UM 1017 demonstrate, the 
Commission has always been concerned about how high the OUSF surcharge 
should be and what should be a practical limitation on the surcharge. This has 
resulted in rural ILECs accepting less support than they would otherwise be 
entitled to under the embedded cost formula the Commission adopted in 2003. 

The Phase III Stipulation proposed for the very first time a hard cap on the 
OUSF surcharge rate. There had never been a hard cap in place in the past, but 
only a practical or common-sense recognition that the OUSF surcharge should be 
kept within a reasonable range. 

Another important aspect of the surcharge is its limitation to "retail 
telecommunications services." Local access lines have been in decline for a 
number of years and projections estimate further declines. This decrease in access 
lines requires that the contribution percentage be raised on the remaining access 
lines. VoiP service is not included within the definition of "retail 
telecommunications services" and, therefore, is not subject to the surcharge. 
Nevertheless, a significant number of facilities-based providers of VoiP have been 
making voluntary OUSF contributions. The Phase III Stipulation provided a 
commitment on behalf of these facilities-based providers to continue making these 
voluntary OUSF contribution payments throughout the term of the Phase III 
Stipulation. Without these voluntary contributions, the surcharge rate would 
increase even more rapidly than currently projected. 

VIII. Availability of Alternatives 

The March 16 Notice asks the parties to address what constitutes a suitable 
service alternative such that a landline subsidy is not even warranted. A follow-up 
question was posed as "[ w ]hat criteria should the Commission use to determine 
whether a satisfactory alternative exists?" While Issue III( c) had not yet been 
addressed in Phase III of this docket through formal testimony, several parties 
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addressed the issue in pre-filed testimony submitted in Phase II of the docket. 
Recommendations included examining wireless service signal maps or utilizing the 
Oregon broadband map to determine where non-ILEC wire line competitors 
provide unsubsidized competitive service. Some parties argued that what 
constitutes the presence of an unsubsidized competitor needed careful definition. 
Some parties also argued that eliminating support in areas served by unsubsidized 
providers would require adjusting the calculation of support in the remaining high­
cost areas, which, in theory, could produce higher levels of support. 

Knowing what had been filed in Phase II of this docket, the parties did 
consider Issue III (c) in arriving at the Phase III Stipulation. The stipulated phase 
down of support in the Phase III Stipulation was recognized by the parties as 
taking into account that there could be a reduction in support b!lsed on the presence 
of unsubsidized competitors. 

IX. The Statutory Scheme Does Not Contemplate A Voucher System 

As explained above, ORS 759.425 contains several limitations on the 
Commission's discretion in how it may configure the OUSF. For example, the 
statute requires that "the universal service fund shall provide explicit support to an 
eligible telecommunications carrier that is equal to the difference between the cost 
of providing basic telephone service and the benchmark, less any explicit 
compensation received by the carrier from federal sources specifically targeted to 
recovery of local loop costs and less any explicit support received by the carrier 
from a federal universal service program." ORS 759.425(3)(a) (emphasis added). 
The statute does not provide for a voucher system that would provide support 
directly to customers. Legislative action would be needed before the Commission 
could implement such a funding mechanism. 

X. The Phase III Stipulation Assures Basic Service Will Be Available at 
Reasonable and Affordable Rates 

The Phase III Stipulation results in the Commission fulfilling its statutory 
responsibilities under ORS 759.425. The Commission's primary responsibility is 
to ensure that basic telephone service is available at reasonable and affordable 
rates. The Phase III Stipulation does that. The Commission should adopt the 
Phase III Stipulation. 

The parties commenced settlement negotiations at a Settlement Workshop 
held on May 5, 2014. The parties engaged in further settlement discussion at a 
Settlement Workshop on July 14, 2014. Prior to that date, OCTA, OTA, Comcast, 
Century Link, and Frontier engaged in settlement discussions.on their own. The 
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settlement discussions occurred on several occasions and involved an extensive 
review of the issues in this docket. Those parties reached settlement in principle 
among themselves. The settlement in principle was presented to the other parties 
and, after discussion at a Settlement Workshop held on August 13, 2014, and with 
some adjustment, the settlement was accepted (or not opposed) by all parties. The 
Phase III Stipulation is attached for convenience as Appendix D. 

The Stipulation will result in material reductions to the overall size of the 
OUSF. The reductions will come in the form of a phase down of the OUSF 
receipts as described below. 

For non-rural companies30 there are reductions in OUSF support over five 
years beginning January 1, 2017.31 This phase down will lead to support levels set 
out in Table 2 below. The end-point of the five-year reduction is OUSF support of 
$12.688 million. This compares to a starting point of$17.5 million dollars of 
OUSF support in 2016. This is a 27.5 percent reduction in OUSF support for the 
non-rural companies. This reduction should also be compared to the starting point 
in the Phase II settlement of $27.2 million in OUSF support for the non-rural 
companies. Thus, the cumulative effect of Phase II and Phase III is a reduction in 
OUSF support of$14.512 million, over half of the support the companies were 
receiving at the start of Phase II. Non-rural companies' OUSF receipts will not be 
affected by line counts, except to the extent that line counts may influence the 
trigger for the surcharge cap described below. 

TABLE2 

Annual OUSF Support 
Phase II Stipulation Phase III Stipulation 

2016 2017 2018 2019 2020 2021 

Frontier Northwest $7,000,000 $6,615,000 $6,230,000 $5,845,000 $5,460,000 $5,075,000 

Qwest Corporation $10,500,000 $9,922,500 $9,345,000 $8,767,500 $8,190,000 $7,612,500 
Total" $17,500,000 .. $16,537,500 

,. 
$15,575,000" $14,612,500 .. $13,650,000" $12,687,500 

The rural ILECs32 OUSF support is also reduc.ed. See Table 3, set out on 
next page. For the rural ILECs, the support for the 2015 fiscal year (July 1, 2015 

30 The non-rural companies are Qwest Corporation and Frontier Communications Northwest Inc. 
31 Phase II ofUM 1481 covers the period up to January 1, 2017. See Order No. 13-162, dated May 2, 2013. 
32 Asotin Telephone Company d/b/a TDS Telecom, Beaver Creek Cooperative Telephone Company, Canby 
Telephone Association d/b/a Canby Telecom, Cascade Utilities, Inc., d/b/a Reliance Connects, CenturyTel of 
Oregon, Inc., d/b/a CenturyLink, CenturyTel of Eastern Oregon, Inc., d/b/a CenturyLink, Citizens 
Telecommunications Company of Oregon, Clear Creek Mutual Telephone Company, Colton Telephone Company 
d/b/a ColtonTel, Eagle Telephone System, Inc., Gervais Telephone Company, Helix Telephone Company, Home 
Telephone Company, Molalla Telephone Company d/b/a Molalla Communications Company, Monitor Cooperative 
Telephone Company, Monroe Telephone Company, Mt. Angel Telephone Company, Nehalem 
Telecommunications, Inc., d/b/a RTI Nehalem Telecom, North-State Telephone Co., Oregon-Idaho Utilities, Inc., 
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through June 30, 2016) will be $14,650,935. The rural ILECs are to be moved to a 
calendar-year basis with support for calendar year 2016 set at $14,431,170. The 
aggregate support for the rural ILECs will be reduced in five equal annual steps. 

Over the five-year period, the support will be reduced 15.2 percent. Rural 
ILEC's OUSF receipts will not be affected by line counts, per Order No. 13-162 in 
Docket UM 1481 Phase II dated May 2, 2013, page 4. 

Annual OUSF Support 

Phase II Stipulation 

2016 2017 
Rural Companies $14,431,170 $13,991,643 

TABLE 3 

Phase Ill Stipulation 

~018 2019 2020 
13,552,115 $13,112,587 $12,673,059 

2021 
$12,233,531 

This compares to the support levels for the rural ILECs prior to the Phase II 
Stipulation of$15.7 million per year, a reduction of approximately 25%. It should 
be noted that the rural ILECs support levels prior to the Phase II Stipulation were 
the result of prior Stipulations adopted by the Commission in docket UM 1017. In 
Phase II of this Docket, Commission Staff submitted pre filed testimony that 
calculated a theoretical level of OUSF support for the rural ILECs under the 
approach previously adopted by the Commission in UM 1017 of over $30 million 
per year in OUSF support. 

The parties agreed to an OUSF surcharge cap. This was the first time an 
explicit cap of the fund had ever been proposed. Under the Phase III Stipulation 
the OUSF surcharge will be capped at 9.5% beginning January 1, 2017. If the 
surcharge would otherwise exceed 9.5%, a pro rata reduction in support until the 
9.5% cap is reached will be determined for the rural ILECs in aggregate and the 
non-rural ILECs. The adjusted aggregate support amount for the rural ILECs will 
be allocated to them based on their relative shares of support received (modified 
for any reallocation of funding per Commission direction as discussed in the Phase 
III Stipulation) to the total adjusted support amount. The non-rural ILEC support 
would be reduced accordingly. 

In addition, the parties agreed that the Phase III Stipulation resolved the 
following issues in this docket: 

(a) Accountability for the non-rural companies. 

Oregon Telephone Corporation, People's Telephone Co., Pine Telephone Systems, Inc., Pioneer Telephone 
Cooperative, Roome Telecommunications Inc., St. Paul Cooperative Telephone Association, Scio Mutual Telephone 
Association, Stayton Cooperative Telephone Company, Trans-Cascades Telephone Company d/b/a Reliance 
Connects, and United Telephone Company of the Northwest d/b/a CenturyLink. 

Page 20- WHITE PAPER ON OREGON UNIVERSAL SERVICE ISSUES 
DWT 26595090v2 0106080-000145 



(b) Consideration of a methodology for allocation of ILEC network costs 
between basic telephone service and other services. 

(c) Consideration of a methodology for identifying areas in which there is 
unsubsidized competition and whether OUSF support should be 
provided in such areas. 

(d) Any other issues reasonably related to issues (a) through (c) above. 

Issue (a) was fully reviewed and resolved. See Appendix D. Issues (b) and 
(c) are focused on controlling the size ofthe OUSF. The reductions set out in the 
Phase III Stipulation accomplish that goal. Beyond that, the result is that basic 
telephone service will be available at reasonable and affordable rates consistent 
with the goal ofORS 759.425. 

The Parties submitted opening testimony on issue (b). The proposals in the 
testimony ranged from increasing the allocation of costs to basic telephone service, 
maintaining current allocation methodologies, allocating network cost based upon 
the number of services over the network, and allocation based upon capacity of 
services used over the network. 

In Order 00-312 in Docket UM 731, non-rural companies were directed to 
use OUSF support to ensure that basic telephone service is available at a 
reasonable and affordable rate and were directed to offset OUSF support with 
reductions of implicit support in business rates. In Order 03-082 in Docket UM 
1017, rural ILECs were ordered to use OUSF support for the same purpose and to 
offset OUSF support with reductions of implicit support in access rates. In the 
Stipulation, the Parties agreed to recommend to the Commission that the 
Commission modify the purpose for which OUSF support is to be used, pursuant 
to the powers granted to it by ORS 759.425. Beginning January 2017, the use of 
the OUSF would be for the following: investment, construction, operation, 
maintenance, and repair to ensure that basic telephone service is available at 
reasonable and affordable rates. The use of the funds will be restricted 
geographically to the non-rural high-cost areas established by Order No. 12-065 
for reporting purposes and to the areas served by the rural ILECs. 

Under the Stipulation, the companies represented by the signing parties and 
the affiliates of those companies or their parent company, as applicable, will 
collect the OUSF surcharge based on the company's intrastate retail revenues 
(including, but not limited to, revenues from Voice over Internet Protocol) and pay 
that amount to the OUSF. This obligation would commence January 1, 2017. This 
was an express commitment by cable providers to continue (and even expand) 
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support for the OUSF, which was made in writing for the first time in the 
S ti pulati on. 

In light of the five-year term of the Stipulation, the Parties requested that the 
Commission cancel any directions to perform a triennial review to calculate per 
line support that may be contained in its prior orders. See, e.g., Order No. 03-082 
in Docket UM 1017. 

In addition, the Stipulation contains a number of additional, beneficial 
prov1s10ns: 

1. As pointed out in Section VII, above, for the first time there is a cap 
on the OUSF surcharge. 

2. Commission Staff would perform the following functions: 
( 1) monitor company quarterly OUSF filings of intrastate telecommunications 
revenues to ensure the reporting of such information is correct and that the 
companies are applying the surcharge to all local exchange service revenues; 
(2) continue to investigate company filings where there appear to be discrepancies; 
and (3) develop recommendations on how to reduce the surcharge rate, within the 
boundaries set by statute. However, the. scope of recommendations related to 
reducing the surcharge rate will not include reducing the amounts of distributions 
as set out in this Stipulation during the term of this Stipulation. 

3. After 2021, the OUSF support shall continue at the 2021 level, subject 
to the OUSF surcharge cap of nine point five percent (9 .5% ), unless the 
Commission orders otherwise. 

4. The Parties recommended that the Commission should review the 
OUSF during 2019 to determine if some other approaches should be taken. 

5. The amounts ofOUSF support for each rural ILEC within the agreed 
amount set forth in Paragraph 5 of the Stipulation will be subject to review to 
ensure that relative support amounts for each company are consistent with the 
process laid out in Order 03-082, Appendix B. Unless there is an unresolved 
dispute, the first review will be completed by September 30,2015, and will be 
effective beginning January 1, 2017. Similarly, the second review will be 
completed by September 30, 2018, and will be effective beginning January 1, 
2020. The reviews will be conducted by the Commission Staff in conjunction with 
the rural ILECs. The model will be updated to reflect changes in the federal 
support programs. For each of the reviews, the mechanism will incorporate a 
company's projected investment, reserve, and expense inputs. Should a company 
disagree with the projected results, the company will present Commission Staff 
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with support for its position and Staff and the company will enter into negotiations 
to develop an agreed reallocation. If Staff and the affected company(ies) cannot 
reach agreement, the dispute will be set for hearing. In the case of an unresolved 
dispute, the reallocation will go into effect in January of the respective adjustment 
year and adjustments will be made to the reallocation when the dispute is resolved. 
If any reallocation results in a rural ILEC receiving a 20 % or greater reduction in 
OUSF support in one period, such reduction shall be phased in using a three-year, 
equal step, glide path. Any reduction in support to a Rural Company shall be 
passed on to the other rural ILECs as an increase in their support according to their 
relative draw from the OUSF. 

6. For the period January 1, 2017 through December 31, 2021, a 
qualified CLEC that is designated as an ETC for purposes of OUSF will draw at 
the ILEC per-line amount for the area it serves. The ILEC per-line support amount 
will begin with the base per-line support value contained in the "Base Per Line 
Support Amounts," which is found on the PUC website. The per-line amount will 
be adjusted to reflect the percent reduction that has occurred for the specific non­
rural company that owns the wire center between 20 16 and the date the support 
amount is being calculated. This reduction method does not apply to the Warm 
Springs wire center. 

7. It is recognized that the Warm Springs Telecommunications Company 
is in a unique situation as it builds a new network to serve the Confederated Tribes 
of Warm Springs Reservation and surrounding area. Pursuant to Order No. 13-
162, Warm Springs Telecommunications Company will be capped at $1,500,000 
per year from the OUSF. Beginning with calendar year 2017 and each year 
thereafter for a period of five (5) years, Warm Springs Telecommunications 
Company's adjusted cap will be calculated by reducing the $1,500,000 cap by 
three percent (3%) per year. 

The Stipulation fulfills the requirements that the universal service fund 
established and implemented by the Commission be used "to ensure basic 
telephone service is available at a reasonable and affordable rate. "33 By approving 
the Stipulation, the Commission will continue to provide support for universal 
service, provide carriers with clarity and certainty about funding levels for a five­
year period beginning after the end of the time covered by the Phase II Stipulation, 
and stabilize the financial burden on Oregon consumers that contribute to the 
program. 

33 ORS 759.425(1). 
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XI. Conclusion 

For all of the foregoing reasons, the Commission should adopt the Phase III 
Stipulation. 

Dated this 15th day ofMay, 2015. 

Richard A. Finnigan 
Oregon Telecommunications 
Association 

George Thomson 
Associate General Counsel 

Respectfully submitted, 

DAVIS WRIGHT TREMAINE LLP 

MA P. TRINCHERO, OSB #883221 
Email: marktrinchero@dwt.com 
1300 SW 5th Ave Ste 2400 
Portland OR 97201 
Telephone: 503-778-5318 
Facsimile: 503-778-5299 

Attorneys for Oregon Cable Telecommunications 
Association and Com cast Phone of Oregon, LLC 

William E. Hendricks 
Senior Corporate Counsel 
Century Link 

Marsha Spellman 

Frontier Communications Northwest, 
Inc. 

Warm springs Telecommunications 
Company 

James Rennard 
GVNW Consulting, Inc. 
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APPENDIX A 



759.425 Universal service fund; commission to establish price for basic telephone 
service; universal service surcharge; application to cellular services. 

(1) The Public Utility Commission shall establish and implement a competitively neutral 
and nondiscriminatory universal service fund. Subject to subsection ( 6) of this section, 
the commission shall use the universal service fund to ensure basic telephone service is 
available at a reasonable and affordable rate. The Public Utility Commission may adopt 
rules to conform the universal service fund to section 254 of the federal 
Telecommunications Act of 1996 (Public Law 104-104), and to related rules adopted by 
the Federal Communications Commission, to the extent that the Public Utility 
Commission determines is appropriate. The commission may delay implementation for 
rural telecommunications carriers, as defmed in the federal Act, for up to six months after 
the date the Federal Communications Commission adopts a cost methodology for rural 
carriers. 

(2)(a) The Public Utility Commission shall establish the price a telecommunications 
utility may charge its customers for basic telephone service. The commission in its 
discretion shall periodically review and evaluate the status of telecommunications 
services in the state and designate the services included in basic telephone service. The 
commission in its discretion shall periodically review and adjust as necessary the price a 
telecommunications utility may charge for basic telephone service. 

(b) The provisions of this subsection do not apply to the basic telephone service 
provided by a telecommunications utility dyscribed in ORS 759.040. 

(3)(a) The Public Utility Commission shall establish a benchmark for basic telephone 
service as necessary for the administration and distribution of the universal service fund. 
The universal service fund shall provide explicit support to an eligible 
telecommunications carrier that is equal to the difference between the cost of providing 
basic telephone service and the benchmark, less any explicit compensation received by 
the carrier from federal sources specifically targeted to recovery oflocal loop costs and 
less any explicit support received by the carrier from a federal universal service program. 

(b) The commission in its discretion shall periodically review the benchmark and 
adjust it as necessary to reflect: 

(A) Changes in competition in the telecommunications industry; 
(B) Changes in federal universal service support; and 
(C) Other relevant factors as determined by the commission. 
(c) Except for a telecommunications utility described in ORS 759.040, the 

commission shall seek to limit the difference between the price a telecommunications 
utility may charge for basic telephone service and the benchmark. 



(4) Except as provided in subsections (7) and (8) of this section, there is imposed on the 
sale of all retail telecommunications services sold in this state a universal service 
surcharge. Unless otherwise provided by the Public Utility Commission by rule, the 
surcharge shall be a uniform percentage of the sale of retail telecommunications services 
in an amount sufficient to support the purpose of the universal service fund. The 
surcharge may be shown as a separate line item by all telecommunications carriers using 
language prescribed by the commission. A telecommunications carrier shall deposit 
amounts collected into the universal service fund according to a schedule adopted by the 
comnusswn. 

(5) The Public Utility Commission is authorized to establish a universal service fund, 
separate and distinct from the General Fund. The fund shall consist of all universal 
service surcharge moneys collected by telecommunications carriers and paid into the 
fund. The fund shall be used only for the purpose described in this section, and for 
payment of expenses incurred by the commission or a third party appointed by the 
commission to administer this section. All moneys in the fund are continuously 
appropriated to the commission to carry out the provisions of this section. Interest on 
moneys deposited in the fund shall accrue to the fund. 

(6) In addition to the purpose specified in subsection (1) of this section, moneys in the 
universal service fund may be used by the Public Utility Commission to survey or map 
the state to determine where adequate broadband services are available. The amount of 
moneys in the universal service fund used for this purpose may not exceed the amount 
the state is required to expend to receive the maximum amount of funds available from 
federal sources for broadband services. If in-kind services are allowed for a state's share 
of a mapping project, the state shall use in-kind services before expending universal 
service funds. The commission may use an independent contractor to perform mapping 
services. 

(7) For purposes ofthis section, " retail telecommunications service" does not include 
radio communications service, radio paging service, commercial mobile radio service, 
personal communications service or cellular communications service. 

(8)(a) Notwithstanding subsection (7) of this section, a person who primarily provides 
radio communications service, radio paging service, commercial mobile radio service, 
personal communications service or cellular communications service may request 
designation as an eligible telecommunications carrier by the Public Utility Commission 
for purposes of participation in the universal service fund. 

(b) In the event a person who primarily provides radio communications service, radio 
paging service, commercial mobile radio service, personal communications service or 
cellular communications service seeks designation as an eligible telecommunications 
carrier for purposes of participation in the universal service fund, the person shall provide 
written notice to the Public Utility Commission requesting designation as an eligible 
telecommunications carrier within 60 days of the date the commission establishes the 
fund. Upon receiving notice, the commission may designate the person as an eligible 
telecommunications carrier for purposes of participation in the fund. 



( 

I (c) A person who primarily provides radio communications service, radio paging 
service, commercial mobile radio service, personal communications service or cellular 
communications service who fails to request designation as an eligible 
telecommunications carrier within 60 days of the date the universal service fund is 
established by the Public Utility Commission may not be designated as an eligible 
telecommunications carrier unless the person has contributed to the fund for at least one 
year immediately prior to requesting designation. 

(9) A pay telephone provider may apply to the Public Utility Commission, on a form 
developed by the commission, for a refund of the universal service surcharge imposed on 
the provider under subsection ( 4) of this section for the provision of pay telephone 
service. [1999 c.1093 §28; 2001 c.966 §3; 2003 c.14 §§455,456; 2007 c.353 §1; 2009 
c.885 §16; 2011 c.189 §1] 



§759.4001 

Definitions for ORS 759.400 to 759.455 
As used in ORS 759.400 (Definitions for ORS 759.400 to 759.455) to 759.455 (Prohibited acts): 

I. (1) Basic telephone service means local exchange telecommunications service defined as 
basic by rule of the Public Utility Commission. 
II. (2) Retail telecommunications service means a telecommunications service provided for a 
fee to customers. Retail telecommunications service does not include a service provided by one 
telecommunications carrier to another telecommunications carrier, unless the carrier receiving 
the service is the end user of the service. 
III. (3) Telecommunications carrier means any provider of retail telecommunications 
services, except a call aggregator as defined in ORS 759.690 (Operator service provider duties to 
service users). [1999 c.l 093 §23] 



860-032-0190 

Definition of Basic Telephone Service 

(1) Purpose of rule. This rule defines the term "basic telephone service" pursuant to Ch. 1093, 
Laws of 1999 (SB 622), Section 23{1), as the term is used in Ch. 1093, Laws of 1999 (SB 622), 
Sections 23 through 38. 

{2) "Basic telephone service" means retail telecommunications service that is single party, has 
voice grade or equivalent transmission parameters and tone-dialing capability, provides local 
exchange calling, and gives customers access to but does not include: 

(a) Extended area service (EAS); 
(b) Long distance service; 
(c) Relay service for the hearing and speech impaired; 
(d) Operator service such as call completion assistance, special bill ing arrangements, service and 
trouble assistance, and billing inquiry; 
(e) Directo ry assistance; and 
{f) Emergency 9-1-1 service, including E-9-1-1 where available. 
{3) The following are classified as basic telephone service, whether sold separately or in a 
package: 
(a) Residential single party flat rate local exchange service; 
(b) Business single party flat rate local exchange service, also known as "simple" business 
service; 
(c) Residential single party measured local exchange service, including local exchange usage; 
(d) Business single party measured local exchange service, including local exchange usage; 
(e) Private branch exchange (PBX) trunk service; 
(f) Multiline or "complex" business service; and 
(g) Public access line (PAL) service. 
(4) Services that are not considered basic telephone service include but are not limited to the 
following: 
(a) Integrated Services Digital Network {ISDN) service; 
(b) Digital subscriber line service, also known as xDSL service; 
(c) Frame relay service; 
(d) Centrex-type service; 
(e) Private line or dedicated point-to-point service; 
(f) Packet switched service; 
(g) Foreign exchange service; 
(h) Multiparty service, such as two-party and four-party suburban service; and 
(i) Custom calling features, such as call waiting and caller I D. 

Stat. Auth: ORS 183,756 & 759 
Stats. Implement ed: ORS 759.005 & 759.400 
Hist.: PUC 15-1999(Temp), f. 12-15-99, cert. ef. 12-30-99 thru 6-26-00; PUC 11-2000, f. & cert. 
ef. 5-31-00; PUC 15-2001, f . & cert. ef. 6-21-01, Renumbered from 860-032-0260 
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From the U.S. Government Printing Office, www.gpo.gov 

§254. Universal service 

(a) Procedures to review universal service requirements 

(1) Federal-State Joint Board on universal service 

Within one month after February 8, 1996, the Commission shall institute and refer to a Federal­
State Joint Board under section 410(c) of this title a proceeding to recommend changes to any of 
its regulations in order to implement sections 214(e) of this title and this section, including the 
definition of the services that are supported by Federal universal service support mechanisms and 
a specific timetable for completion of such recommendations. In addition to the members of the 
Joint Board required under section 41 0( c) of this title, one member of such Joint Board shall be a 
State-appointed utility consumer advocate nominated by a national organization of State utility 
consumer advocates. The Joint Board shall, after notice and opportunity for public comment, 
make its recommendations to the Commission 9 months after February 8, 1996. 

(2) Commission action 

The Commission shall initiate a single proceeding to implement the recommendations from the 
Joint Board required by paragraph (1) and shall complete such proceeding within 15 months after 
February 8, 1996. The rules established by such proceeding shall include a definition of the 
services that are supported by Federal universal service support mechanisms and a specific 
timetable for implementation. Thereafter, the Commission shall complete any proceeding to 
implement subsequent recommendations from any Joint Board on universal service within one 
year after receiving such recommendations. 

(b) Universal service principles 

I. The Joint Board and the Commission shall base policies for the preservation and 
advancement of universal service on the following principles: 

(1) Quality and rates 

Quality services should be available at just, reasonable, and affordable rates. 

(2) Access to advanced services 



Access to advanced telecommunications and information services should be provided in all 
regions of the Nation. 

(3) Access in rural and high cost areas 

Consumers in all regions of the Nation, including low-income consumers and those in rural, 
insular, and high cost areas, should have access to telecommunications and information services, 
including interexchange services and advanced telecommunications and information services, 
that are reasonably comparable to those services provided in urban areas and that are available at 
rates that are reasonably comparable to rates charged for similar services in urban areas. 

(4) Equitable and nondiscriminatory contributions 

All providers of telecommunications services should make an equitable and nondiscriminatory 
contribution to the preservation and advancement of universal service. 

(5) Specific and predictable support mechanisms 

There should be specific, predictable and sufficient Federal and State mechanisms to preserve 
and advance universal service. 

(6) Access to advanced telecommunications services for schools, health care, and libraries 

Elementary and secondary schools and classrooms, health care providers, and libraries should 
have access to advanced telecommunications services as described in subsection (h) of this 
section. 

(7) Additional principles 

Such other principles as the Joint Board and the Commission determine are necessary and 
appropriate for the protection of the public interest, convenience, and necessity and are 
consistent with this chapter. 

(c) Definition 

(1) In general 

Universal service is an evolving level of telecommunications services that the Commission shall 
establish periodically under this section, taking into account advances in telecommunications and 
information technologies and services. The Joint Board in recommending, and the Commission 
in establishing, the definition of the services that are supported by Federal universal service 
support mechanisms shall consider the extent to which such telecommunications services-

II. (A) are essential to education, public health, or public safety; 
III. (B) have, through the operation of market choices by customers, been subscribed to by a 
substantial majority of residential customers; 



IV. (C) are being deployed in public telecommunications networks by telecommunications 
carriers; and 
V. (D) are consistent with the public interest, convenience, and necessity. 

(2) Alterations and modifications 

The Joint Board may, from time to time, recommend to the Commission modifications in the 
definition of the services that are supported by Federal universal service support mechanisms. 

(3) Special services 

In addition to the services included in the defmition ofuniversal service under paragraph (1), the 
Commission may designate additional services for such support mechanisms for schools, 
libraries, and health care providers for the purposes of subsection (h) of this section. 

(d) Telecommunications carrier contribution 

VI. Every telecommunications carrier that provides interstate telecommunications services 
shall contribute, on an equitable and nondiscriminatory basis, to the specific, predictable, and 
sufficient mechanisms established by the Commission to preserve and advance universal service. 
The Commission may exempt a carrier or class of carriers from this requirement if the carrier's 
telecommunications activities are limited to such an extent that the level of such carrier's 
contribution to the preservation and advancement of universal service would be de minimis. Any 
other provider of interstate telecommunications may be required to contribute to the preservation 
and advancement of universal service if the public interest so requires. 

(e) Universal service support 

VII. After the date on which Commission regulations implementing this section take effect, 
only an eligible telecommunications carrier designated under section 214( e) of this title shall be 
eligible to receive specific Federal universal service support. A carrier that receives such support 
shall use that support only for the provision, maintenance, and upgrading of facilities and 
services for which the support is intended. Any such support should be explicit and sufficient to 
achieve the purposes of this section. 

(f) State authority 

VIII. A State may adopt regulations not inconsistent with the Commission's rules to preserve 
and advance universal service. Every telecommunications carrier that provides intrastate 
telecommunications services shall contribute, on an equitable and nondiscriminatory basis, in a 
manner determined by the State to the preservation and advancement of universal service in that 
State. A State may adopt regulations to provide for additional defmitions and standards to 
preserve and advance universal service within that State only to the extent that such regulations 
adopt additional specific, predictable, and sufficient mechanisms to support such defmitions or 
standards that do not rely on or burden Federal universal service support mechanisms. 
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PUC Identification No.: 0000 

ANNUAL REPORT 

FORMO 
Total Company and Total Oregon Operations 

OF 

Company Name Here 
(name af responding taleoommuniGB!ions ooopemtive or utility) 

TO THE 

PUBLIC UTILITY COMMISSION OF OREGON 
Street Address: 3930 Fairview Industrial Dr SE, Salem OR 97302-1166 

Mailing Address: PO Box 1088, Salem OR 97308-1088 
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FOR THE YEAR ENDING DECEMBER 31,2014 
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Appendix C Form O(x) 

ANNUAL REPORT TO THE PUBLIC UTILITY COMMISSION OF OREGON FOR THE YEAR ENDING DECEMBER 31, 2014 

TABLE OF CONTENTS 

Information Required from All Companies 
A-1 ........ General Information 
A-2 ........ Important Changes During the Year 
A-3 ........ Stockholders 
B-1 ........ Balance Sheet 
B-2 ........ Analysis of Depreciation and Amortization 
B-3 ........ Analysis of Charges Related to Plant Retired 
B-4 ........ Long-Term Debt 
1-1 .......... Income Statement 
1-2 .......... Full-Time Employees 
/-3 .......... Compensation of Directors, Officers, and Managers 
1-4 .......... Operating Taxes Other Than Federal Income Tax 
1-5 .......... (not used) 
1-6 .......... Reconciliation of Reported Net Income With Taxable Income for Federal Income Tax 
1-7 .......... Reconciliation of Reported Net Income With Taxable Income for Oregon State Excise (Income) Tax 
1-8 .......... Transactions With Affiliated and Nonregulated Operations 
S-1 ........ Switches and Access Lines in Service 

• © S-2 ........ Minutes of Use 

GLOBAL NOTES: This Report is for TOTAL COMPANY OPERATIONS in Oregon. Companies are no longer 
required to report on their total company operations separate from their Oregon operations. All dollars are 
reported as whole dollars (do not report in thousands), blue font is used where cells are unlocked and accept 
input. All cells that are to record dollar amounts have been zero filled and should remain that zero filled unless 
used to record dollar amounts. Cells that have black font are locked and/or calculated. Account Lines 1170.2, 
1170.3, 3500, 4310, and 5105 have have been deleted from the B-1 schedule. Accounts 2690, 3100, 3400, 4200, 
4361, 5000, and 7910 have been renamed for administrative purposes and to be closer in line with 47 CFR part 
32 USoA. The user will find it flows best if Schedule B-3 is completed first as many of the inputs help populate 
other schedules. Schedules from other reports are not acceptable. See instructions for more detailed information. 

© This schedule contains CONFIDENTlAL information. 

Al! telecommunications utilities and cooperatives (incumbent local exchange carriers) must provide the information requested on 
this schedule. Specific ILECs may leave portions of other schedules blank, as indicated in the instructions. 

( NOTE ' ' / 

This information is PUBLIC record under ORS 192.410-505 and OAR 860-032-0070. 



ANNUAL REPORT TO THE PUBLIC UTILITY COMMISSION OF OREGON FOR THE YEAR ENDING DECEMBER 31, 2014 

( NbfE. 

REPORT TO STOCKHOLDERS I MEMBERS. A copy of the annual report to stockholders or members 0 will be sent to OPUC on or about I Month iliiJl Year ilrill 
0 Annual reports to stockholders or members are not published 

0 RUS REPORT. A copy of the published annual report to the Rural Utilities Service 

0 The respondent does not report to the Rural Utilities Service. 

0 was 0 will be sent to OPUC on or about [ Month --~Year • 
ARMIS REPORT. A coov of the ARMIS reoort Part 43-02 was will be sent to OPUC on or about 

The respondent does not file ARMIS reports with the Federal Communications Commission. 

0 was D.vill be sent to OPUC on or about I Month ifiil[ Year nmii] D 
D 
D LEC REPORT. A copy of the respondent's Annual Report for Local Exchange Carriers to OPUC is attached 

I certify that I am the responsible accounting officer or director of the above-named company and I examined this report. To the best of my knowledge, information, and belief, all 
!statements of fact in this report are true, and this report correctly states the respondent's business and affairs in each matter set forth from January 1, 2014, through December 31, 2014. 

Appendix C Form O(a1) This information is PUBLIC record under ORS 192.410-505 and OAR 860-032-0070. 



ANNUAL REPORT TO THE PUBLIC UTILITY COMMISSION OF OREGON FOR THE YEAR ENDING DECEMBER 31, 2014 

Company: Company Name Here 

1. CHANGES IN SERVICE TERRITORY, EXTENSIONS OF SERVICES, SALES, 
MERGERS, ABANDONMENT, AND CHANGES IN IDENTITY. lfthere were changes 
in the respondent's identity or Oregon service territory during the year, describe the changes. 

2. CHANGES IN ACCOUNTING STANDARDS. Briefly describe the changes in accounting 
standards, including the effective date of the change and the impact on the accounts as 
provided for by generally accepted accounting principles. 

3. CHANGES IN OWNERSHIP OR DIRECT CONTROL If ownership or direct control 
over the respondent changed during the year, provide the following information: 

2 

3 
4 
5 

6 
7 

8 
9 

a. State the form of control (i.e., sole or joint). 
b. State the names and addresses of the directly controlling organizations or persons. 
c. State the means by which control was held (for example, through ownership of voting 

secutities, common directors, officers, stockholders, voting trusts, etc.). 
d. State the extent of control. 
e. If the directly controlling organization or person was in turn controlled by another organization 

or person, show the chain of control to the ultimately controlling organization or person and 
the extent of control over each directly controlled organization or person in the chain. 

f. If any controlling organization or person held control as trustee, give the names and 
addresses of the beneficiaries for whom the trust is maintained and the purpose of the trust. 

Appendix C Form O(a2a3) 
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Comoany: Company Name Here 
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Company: Company Name Here 

Description of Obligation 
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Company: Company Name Here 

- Electronic 

6351 

Total Information Origination/Termination (lines 

64't1i ' i • ' fi61~ Bitl~%~· i < ;i i' 
Aerial Gable Expense 

. ,, :; iliil(Jej.g!'~!Jiiil#$~1<>:8itl~~~ 
Buried Cable 
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Company: Company Name Here 
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Description 

Access Minutes Billed to Qwast Corporation: 

Interstate Minutes 

Intrastate Minutes (lntraLATA) 

Access Minutes Billed to Embarq/United Telephone Company of the Northwest: 

Interstate Minutes 

Intrastate Minutes _O~!r~':f\"fA) 

Access Minutes Billed to Verizon Northwest: 

Interstate Minutes 

Access Minutes Billed to Other IXCs: 

Interstate Minutes 
Intrastate Minutes (lnterLATA and lntraLATA) 

·14 Q1 -January 1 through March 31 

15 Q2 - April1 through June 30 

.· · 'rotalAecess .MiQutoialli~dia Otboffxcs (If~~* J0+11! 

16 03- July 1 through September 30 

Schedule S-2 contains CONFIDENTIAL information. 
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0 

0 

0 

0 
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ANNUAL REPORT OF 

OREGON SEPARATED RESULTS OF OPERATIONS 
(Teleco=unications Utilities Form I) 

OF 

COMPANY NAME 

(Company Name) 

TO THE 

PUBLIC UTILITY COMMISSION OF OREGON 
3930 Fairview Industrial Dr SE 

PO Box 1088 
Salem, OR 97308-1088 

FOR THE YEAR ENDING DECEMBER 31, 2013 



COMPANY NAME; For The Year Endl_!!g; December 31, 2013 
COMPANY NAME Separated Results of Oregon Operations 

T ota! Oregon Interstate Operation Intrastate Operation 
Operations MTS&WATS TO!..l. PL.S MTS&WATS TOLL PL.S 

FCC Account and Note Line Subject To Switched Special SWitched Special L=l 
Description No. No. Separations Access ""'~ Total -~ Access EAS (other) Totel 

(1) 

SUMMARY 
Revenues, Expenses, and Taxes 
Operating Revenues 
50XX Local -Billed (2) 1 

: ; i)i\ : > illti:> ...... i;l ~~. j1 ' l !!: s:s,;;, ' , ' 
0 

-EAS Billed (2) 2 0 
-$tate OUSF Distribution (2) 3 lw>·, .. , ........ : :· . . y.. ...... •• ........ ; 0.>>·.>," ............ ·.::>>:··•./. 

0 
508X Access-SLC (End User) (3) 4 

1: .... ;:>Yt: .. ~ u ill, ..... : . ·····> . > ............ · 0 
0 

-Federal EU USF Collections (3) 5 0 
-Switched (TS+NTS) (3) 6 0 0 0 0 
-Federal USF DiWiOulion (3) 7 0 .?. 0 0 

lk·'>!'>'i> 
0 

-Special (3) 8 ; ..•. >>>~ : : 0 ':' 0 
51XX Toll -Message (4) 9 

0 >> ·. >.. . 0 
0 

-Private Line (4) 10 0 0 0 D 0 0 0 0 0 
-Set'Jement (4) 11 0 0 0 0 0 0 0 0 0 

52XX Misc. -B!IIing & Collection (5) 12 0 0 0 0 0 0 0 0 0 
-Directory Adverti$ing (5) 13 0 0 0 0 0 0 0 0 0 
-Operating Rents (~ 14 0 0 0 0 0 0 0 0 0 
-other Misc. (5) 15 0 0 0 0 0 0 0 0 0 

530X Less: Uncollecfible Rev.(·) 16 0 0 0 0 0 0 0 0 0 
Total Revenues 17 0 0 0 0 0 0 0 0 0 

Operating Expenses 
61XX-64XX Plant Specific Oper. 18 0 0 0 0 0 0 0 0 0 
6SXX Plant NorlSpecific Operations 19 0 0 0 0 0 0 0 0 0 
656X Depredation & Amortization 20 0 0 0 0 0 0 0 0 0 
SSXX Customer Operations 21 0 0 0 0 0 0 0 0 0 
67XX corporate Operations 22 0 0 0 0 0 0 0 0 0 
- Other Operating 23 0 0 0 0 0 0 0 0 0 

Total Expenses 24 0 0 ' 0 0 0 0 0 0 

Operating Taxes: 
7240 General Taxes 25 0 0 0 0 0 0 0 0 0 
7230 stateJLocallnc. Tax (Current) 26 0 0 Q 0 0 0 0 0 0 
7220 Federal Income Tax (Current) 27 0 0 0 0 0 0 0 0 0 
7250 Net Deferred Income Taxes 28 0 0 0 0 0 0 0 0 0 
7210 Net Investment Tax Credits 29 0 0 0 0 0 0 0 0 0 

Total Taxes 30 0 0 0 0 0 0 0 0 0 

Net Operating lnc:ome 31 0 0 0 0 0 0 0 0 0 
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COMPANY NAME: For The Year Endln : [M;ember3i, 2013 
COMPANY NAME Separated Results of Oregon Ope!rations 

Total Oregon Interstate 0pe!ration Intrastate Operation 
Operations MTS&WATS TOLLPLS MTS &WATS TOLLPLS 

FCC Account and Nolo Wne Subject To Switched Special Switched Spe!clal Local 
Description No. No. Separations Access Access Total -" """""• EAS (other) Total 

(1) 

SUMMARY {continued) 
RATE BASE 
Average Rate Base 
2001 Telecom. Plant in Service 1 0 D 0 (} 0 0 0 0 0 
2005 Plant Acquisition Adjustment 2 0 0 0 0 0 0 0 0 0 
3100 Less: Accumulated Depr (-) 3 0 0 0 0 D 0 0 0 Q 

34xx-36xx: Less: Accumulated Amort.(·) 4 0 0 0 0 0 0 0 0 0 
410()..4340 Less: Accum. Deferred Tax(-) 5 0 0 0 0 0 0 0 0 0 
1220 Materials and Supplies 6 0 0 0 0 0 0 0 0 0 

Other Rate Base 7 0 0 0 0 0 0 0 0 0 
Total Average Rate Base 8 0 0 0 0 0 0 0 0 0 
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COMPANY NAME: ForTh? 'faar Er.dlng: Dec.1cmbar 31, 2U13 Separated Results of Oregon Operations 

COMPANY NAME 

T ota! Oregon Interstate Operation Intrastate Operation 
Operations MTS&WATS TOLLPLS MTS &WATS TOLLPLS 

FCC Aecount and Nore Line Subject To Switc-hed Special Switched Special Local 

Description No. No. Separations -~ Ao=• Total Access -~ EAS (other) Tobl 

DETAIL (1} 

PLANT IN SERVICE 
21XX General Support Facilities 1 0 0 0 0 0 0 0 0 0 

22XX Central Office Equipment: 
CAT 1-Dperator Systems 2 0 0 0 
CAT 2-Tandem Switching (Allee.) 3 0 0 
CAT2-Tandem Switching (Assign.) 4 0 0 

CAT 3-Local SWitching 5 0 
CAT 4.12 -Exch. Trunk.(Joint Use) 6 0 
CAT 4.12-Exch. Trunk.(Ded. Use) 7 0 
CAT 4.13 -Subscr. Line (Joint Use) (6) 8 0 
CAT 4.13 -Subscr. Line (De<.l. Use) 9 0 
CAT 423-IXTrunk.(Joint Use) 10 0 
CAT 4.23 -IX Trunk. Ckt (Ded. Use) 11 0 

CAT 4.3 -Host/Remote Trunk. Ck.L 12 0 
COE Other ( Wideband CAT 4.11 .. 12 & .22) (7) 13 0 

TotaiCOE 14 0 

23XX Information OrfgJferm. Equipment: 
CAT 1-Regulated CPE 15 0 
Other lOT 16 0 

Total lOT 17 0 

24XX Cable & Wire Facilities: 
CAT 1.3-Subscriber Line (Comm011) (~ 18 0 0 0 
CAT 1.1,2-Subscriberline(Ded.) 19 0 0 
CAT 2-Exch. Trunk. (Joint Use) 20 0 0 
CAT 2-Exch. Trunk. (Ded. Use) 21 0 0 
CAT 3-IX Trunk (Joint Use) 22 0 0 
CAT 3-IXTrunk.(Ded. Use) 23 0 0 
CAT 4-Host!Remote Trunk. 24 0 0 0 0 
C&WF Other ( Wideband) (7} 25 G 0 0 0 0 0 

Total C&WF 26 0 0 0 0 0 0 0 0 0 

26XX Other Assets: 
Capital Leases 27 0 0 0 0 0 0 0 0 0 
Leasehold Improvements 28 0 0 0 0 0 0 0 0 0 
Intangibles 29 0 0 0 0 0 0 0 0 0 
Total Other Assets 30 0 0 0 0 0 0 0 0 0 

Total Telecom. Plant in Service 31 0 0 0 0 0 0 0 0 0 
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FCC Account and 

Information OrigJTerm. Equip. 
Gehle & Wire Facilities 

Total Accumulated Depreciation 

~~~~m~ta~~~ :"'mortization Detail 

Tobl 
Operations 
Subject To 

4 

0 
0 
0 
0 

CONFIDENTIAL 

0 
0 
0 
0 
0 

0 
0 
0 
0 



IY NAME: 

FCC Account and 

lo~:IAll 
10"' 

_ ··--·ti.....V. 1-"Jant ;;.pecific Operations 
6110-20 General Support Facifities 
621X Central Office Switching 
6220 Operator Systems 
623X Centr.ll Office Transmission 
63XX Information Otig./Term. Equip. 
64XX Cable & Wire Facilities 

Total Plant Speclflc 

65XX 
6512 
653X 
6540 
65XX 

Plant Nonspecific Operations 
Provisioning 
Network Operations 
Access Paid to L.ECs 
Federal USF Conbibutions 
Total Plant Nonspecific 

656X Depreciation & Amortization 
6561 General Support Facilities 
6561 Central Office Switching 
6561 Operator Systems 
6561 Central Office Transmission 
6561 Information Otig.!Term. Equip. 
6561 Cable & Wire Facilffies 
6563 CapiteJ L<o:..,.= 
6563 Leasehold Improvements 
6564 Intangibles 
6555 Acquisition Adjustment 

Total Depreciation & Amortization 

ForTJt.e m<g 1,2$13 Separated 

Intrastate 

~·I""' No. 

} 

Total Oregon 
Operations 
Subject To 

MTS &WA.TS 
Switched 
Access 

Interstate Operation 

TOL.L.PL.S 
s--'-' 
A T""" 

MTS&WATS s ...... _ .. _ _, 
A 

TOL.L.PL.S 
Special 

""'~ "-"' 
local 

foth<>rl T-l 

1 0 0 0 0 0 0 0 0 0 
2 0 0 0 0 0 0 0 0 0 
3 D 0 0 0 0 0 0 0 0 
4 0 () 0 0 0 0 0 () 0 
5 0 0 0 0 0 0 0 0 0 
6 G () 0 0 0 0 0 0 0 
7 (l {I IJ 0 (l (l (l 0 0 

[8) 
8 0 0 0 0 0 0 0 0 0 
9 0 0 0 0 ]} ]} ]} 0 0 

{9) 10 0 0 0 0 0 0 ]} 0 0 
(9} 11 0 0 0 0 0 ]} ]} 0 0 

(8) 

12 {I {). 0 0 0 0 (I 0 0 

13 
14 
15 
16 
17 
16 

" 20 
21 
22 
23 

0 
0 
0 
0 
0 
0 
0 

0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 

' 0 
0 
0 

5 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 

' 0 
0 
0 

0 
0 
0 
0 
0 
0 

' 0 
0 
0 
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FCC Account and 

Marketing 
Operator Services 
Directory Publishing-Alpha. 
Directory Publishing-Classified 
Directory Publishing-Foreign 
Service Order Proc.-End User 
Payment & Collection-End User 
Billing Inquiry-End User 
Service Order Proc.-CXR 
Payment & Collection-CXR 
Billing lnquiry-CXR 
Coin Adminlstration 
Rev. Acctg.-Toll Ticket Proc. 
Rev. Acctg.·Local Mess. Pror::. 
Rev. Ar::ctg.-Other Bill & Coli. 
Rev. Acctg.-SLC Billing 
Rev. Acctg.-CXR B & C 
B & C Amt:s Paid to LEGs 
Other Customer Service 
Total CUstomer Operations 

Corporate Operations: 
Executive & Planning 
General & Administrative 
Total Corporate Operations 

Other Operating Expenses: 
Universal Service Fund 
Lifeline Connection Assistance 

Total Other 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 

(10) 18 

I I ii I 

I r11l I 24 I 

Total Oregon 
Operations 
Subject To 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

; I 

o I 

c 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 

0 

0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 

0 0 0 
0 
0 
0 

0 0 

0 0 
0 0 

0 o I 0 0 0 0 0 
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FCC Account and 

Franchise Fees I 
Other 
Total General Taxes 

:orne Taxes (Calculated) I 

I 4 I 

I 

Total Oregon 

Operations 
Subject To 

0 
0 
0 
0 

Switched 
A=~ 

Special 
Ao-

0 

EAS 

0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 

0 0 0 0 0 0 

(e_g_ to enter Y. of 1 percent you would key in as 0.66 NOT .66 the latter of the two would produce 66%) 
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NAME: 
rtYNAME 

Description 

I Plant 
SLU Minutes of Use (MOU) 
SLU Factor 
SPF -January 1, 2013 Pre-EAS 
SPF -December 31, 2013 Post-EAS 
Current Composite SPF 
1996 Weighted OEM- Factor 
1996 Unweighted OEM- Factor 
Current CAT 3 Dial Equipment Minutes 
Current CAT 3 OEM Factor Unweighted 
Current Composite DEM Factor 
Exchange Trunk- Joint Use MOU 
Exchange Trunk Joint Use MOU Factor 
Host/Remote MOU Kilometers 
Host/Remote MOU Kilometers Factor 
Operator Standard Work Seconds 
Operator Standard Work Seconds Factor 
Tandem Switching MOU 
Tandem Switching MOU Factor 
IX Conversation MOU 
IX Conversation MOU Factor 
IX Conversation Minute Kilometers 
IX Conversation Minute Kilometer Factor I Gross Billed Revenues 
Marketing Allocation Basis 
Marketing Allocation Basis Factor 
Payment & Collection-End User 
Payment & Col/eclion-End User Factor 
Payment & Collection-CXR 
Payment & Colfection-CXR Factor I service Order Contacts 
Service Order Proc.-End User 
Service Order Proc.-End User Factor 
Service Order Proc.-CXR 
Service Order Proc.-CXR Factor 

Jsming Inquiry Contacts 
Billing Inquiry-End User 
Billing Inquiry-End User Factor 
Billing lnquiry-CXR 
Billing lnquiry-CXR Factor 
SP+RC Toll Messages 
SP+RC Toll Messages Factor 
EAS/Local Messages (Msg. Proc.) 
BIG 3' Expense Factor-Message 

'-PLS & Special Access Factor 

I 
Operator Services Expense -- Factor 

Other Parameters 
Access Unes (Average) 

:1 Loop Cost@ 11.1 ROR 

For The rear !=n.omg: 

I 
Total Oregon 
Operations 

Note I Line Subject To 
No. No. 

(18) 

(19) 

(20) 

(21) 

(22) 

(23) 

(24) 

(25) 

(25) 

(25) 

(26) 

(26) 

(27) 

(27) 

(28) 

(29) 
(29) 

(30) 
(31) 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 
24 
25 
26 
27 
28 

29 
30 
31 
32 

33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

43 
44 
45 

0 
0.000001 
0.000001 
0.000001 
0.000000 
0.000001 
0.000001 

0 
0.000000 
0.00000( 

0 
0.00000( 

0 
Q.OOOOO! 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000800 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0.000000 
Common 

0 
0 

r·TYES 

if s1, 2013 ::;:epa 

Interstate 
Toll 

0 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 

0 
0.000000 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

S-ot Oregon 

Toll EAS 

0 0 
0.000000 
0.000000 

o.oooooo ••. ... ·.··:·c••··•·······•·····• 0.000000 .,, 
0.000000 
0.000000 

0 
0.000000 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0.000000 
0 

0.000000 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 
0.000000 

Local (Other) 

0 
o.oooooc 
0.00000 
0.00000 
0.00000 
o.oooooc 
0.00000 

0 
0.000000 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000000 

0 
0.000001 
0.000001 

0 
0.000000 
0.000000 
0.000000 

0 
0.000000 
0.000000 
0.000000 .nn, 0.000000 --------

PL Interstate 
0 

Orm 

PL Intrastate 
0 

8 

PL Local (Other) 
0 
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