
PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Telecommunications'Division 
Market Structure Branch 

RESOLUTiON T~16001 
April 23, 19~7 

RESOLUTION T-16001. THE HAPPY VALLEY TELEPHONE COMPANY 
(U-I010-C). GENERAL RATE CASE FILING IN COMPLIANCE 
WITH DECISION NO. 94-09-065, ORDERING PARAGRAPH NO. 45, 
AND SECTION 454 OF THE PUBLIC UTILITIES CODE. 

BY ADVICE LETTER NO. 158, FILED ON DECEMBER 28, 1995. 

SUMMARY 

This ResolutiOll authorizes a geuEn'al rate deCl-e<lSe of $38,138 foi." 
Happy Valley Telephone Company (HVT),based on an overall rate of 
return of 10.00%. Consistent with this rate decrease, we 
restl.-u~tul,-e HVT's rates and credit its customel.'S accordingly, to 
refund ovel:.~col1ected chal-ges from January through April., 1997. 
The overcollected charges shall be refunded ovei.- an eight month 
pel.'iod from May through December, 1997 in a Billing surcharge 
reduction of 1.70%. 

Appendi.ces A, Band C detail the adopted operating revenues, 
expenses and rate base (at adopt-ed rates) for HVJ'. Appetldix D 
details adopted monthly rates and credits for HVT ratepayers, and 
Appendices E and F contain adopted depreciation rates for HVT. 

BACKGROUND 

HVT is a local exchange carrier (LEC) providing telephone service 
.to portions of Trinity, Shasta and Tehama Counties with 
headquarters in Anderso}~, California. HVT serves approximately 
2,800 access lities in five exchanges includi.ng: Olind.a, Ig6, 
Platina, Millersville and Trinity center. - "-e -. 
On December 28, 1995 HVT filed Advice· Letter (A.L.) 158.in 
respol:1Se to Ordering Paragraph No. 45 of D.94-09-065, which 
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required small LECs to file a general rate case (ORC) on or 
before December 31, 1995. HVT has chosen a test yeal." of 1991 in 
this A.L. filing. Also, in D.94-09-065 the Commission permitted 
small LEes to request l-egulatory treatment under .the New. 
Regulatory FrameWoi-k (NRF) authorfty through a formal application 
process. HVT has not filed for such authority. According to HV1~ 
management HVT's last GRC befot-e the Commission was in the 
1950's. No records of that A.L. t Resolution or Decision were 
found. 

In A.I .. o No. 158, HVT requested the following: 

Total . Opei.-at ing Revenues $2,954,632 
Total Operating Expenses 2,031,455 
Total Operating Taxes 311,818 
Total Rate Base 5,143,859 

At present rates the net operating income fl.'om HVT's estimates is 
$545,359 reSUlting in a 10.60\ rate of return on intrastate rate 
base. since HVT is requesting an 11.50\ rate of return on 
intrastate rate base the resulting opel.-ating deficit is $53,928 
(5.39%). HVT requests that the majority of this·deficit be 
recovered by a combination of a reduced billing surcharge and 
revised rates in the following tat'iff schedules: A-1 Local 
Access Line service, A-3 Mileage·Rates, and A-7 Directory 
Listings. 

NOTICE/PROTESTS 

HVT has stated that a copy of A.L. No. 158 and accompanying 
tariff sheets were mailed to competing and adjacent utilities 
and/or othel.~ utilities. Notice of A. L. No. 158 was published in 
the Commission's Daily Calendar of December 30, 1995. 

HVT has notified its customers of A.L. No. 158.bY billing insert. 
One protest to A.L. No. 158 was receiVed and HVT is investigating 
this problem relating to lnternet access. One customer 
inform~lly expressed concerns about the burdensome amount of 
advertising from HVT. 

The Telecommunicat~6»s Division (TO) held a public Meeting in 
Olinda, California on April 2, 1996 to apprise tNT's customers of 
the Commission's r6le in ORe process and to collect public 
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comments regarding HVT's provision of service,- rates and quality 
of service. Five customers attended the public meeting and voiced 
concerns about high rates for l-ural LECs when compared to Pacific 
Bell and certain desired new services. 

DISCUSSION 

Results of Operations and Revenue Requirement 

Attached Appendix A details the' comparison of i.nti.-astate results 
of operation bet't:eE:1l HVT, and TD staff at tn.-esetlt' rates: , Appendix 
B details intt-astate i.-esultsof operations at bOth pl."esent and 
adopted rates for the, t~st .yeal." 1991. Appendix C details the net 
to gross mu~tiplier calcuiatiQn for HVT to arrive at a revenue 
requirement change, a reduction of $38,138, to make HVT whole for 
the test year 1991 with an adopted rate of return on intrastate 
rate base of 10.00\, 

Operatlng ReVenues 

In attached Appendix A, HVT's and TD's estimates of present rate 
opet-ating revenue estima,tes are $2-,954,,632 arid $3,()63,447, 
respectively. These differences are accounted for in the 
calculation of local revenues (unlisted/nonpublished telephone 
numb e l." chal.-ges), in intrastate revenue settlement calculations 
(toll and access pool rates of return), and in calculation of 
intraLATA Billing Surcharge. 

Senate Bili 1035 (Chaptet" 675, 1996), signed into law on 
Septembet~ 20, 1996, prohibits any telephone corporation in a 
noncompetitive market from charging any subscriber for having'an 
unlisted or unpublished tel~phone number. Fot" the test year, 
HVT's estimated annual revenues from this service is $1,919. SB 
1035 states that the charge shail not be eliminated until 
offsetting rates al."e implemented by the Commission. 'I'D staff 
propOses that the chai."ge be elimimited as of May 1, 1991, but 
that the $1,919 annual revenue requirement remain as part of 
local revenues, and be recovered as part of the local revenues. 

In estimating intrastate access and toll revenues, HVTcalculated 
revenues used a 3.00\ pool rate of return·' for intrastate, access" 
and a3~OO\ rate of return for intrastate toll'rev~nue' .. 
Consistellt with the agreement between the fiVe small LEes and the 
Office of Ratepayer Advocates (ORA) for t.he' GRCs filed as 
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Applications with the commission, TD employed a l.32\- pOol rate 
of return for intrastate acCess and a 5.20\ rate of retu~n fOr 
intrastate toll to estimate settlement revenues. 1 TD's estimate 
of total access Arid toll settlement rev~nues~ $~,Ol9,11~, exceeds 
HVT's estimate of $1,947,730 by $92,()45. We agree with TO's use 
of a 3.32\ pool rate ofrettn.-n for intl."astate access and as. 20\ 
rate of- return for intrastate toll and will therefore adopt TD's 
settlement revenue es~imate of $2,039,775~ 

In estimating revenues from intraLATA Billing surcharge, HVT 
calculated revenues using an estimated billing base of $912,609. 
TD adjusted estimated billing b~$e t6 ~1~13i,230-to-reflect 
intraLATA sel:vice :t-evenues. TD's estimate of local revenues, 
based on an 8.57\ intraLATA Billing surcharge, exceeds HVT's 
estimate by $18~735. We agree with TO's use Of the adjusted 
billing base for the test year. 

Depreciatlon 

HVT's cUl.-rent Depreciation Study for' represcription of 
depreciation ~ates for all tel~phone plant as of January 1, 1996 
was submitted as a workpapel..- during in conjunction with A.L. No. 
158. We authorize the straight line remaining life depreciation 
rates as set forth in attached Appendices E and F based upon the 
follO'.-ling adjustments suggested by TO: Average iiel.-vice _life for 
central office equipment (digital switching, Account No. 22120) 
is 15 years and aVel-age service life of certahi. outside plant 
(cable, line and wire: Account Nos. 24110, 24210, 24221, 24230) 
is 17 years. 

These adopte'd rates al.-e' approved for the pUl."poses of ratemaking 
in this GRC for test year 1997 for a depreciation expertse of 
$909,947 based on plant in- service of $11,070,311. Acceptance of 
these depreciation rates is for accounting purposes only. 

Operatlng Taxes 

Estimates of both Federal and State income tax for the test year 
are baf?ed upon an updated tax rate for California of 8.84\ which 

I F,,'e sm~tI LEC~ «:>IDplitdinith D.94~09-06S. O~P. No. 4S. by filmg GRCs b)' ApplicatlQil. they were:. CalifOrnia-_ 
Oregon telephone cOOipany (A.9$~12~01l). Calawras Telephone Company (A.9S·12-07S). I)u«Ir l'etephC\Ot 
COOlpaIly (A,9$-12-016). Foresthill ltlephQoe Compa.ny (A.9S·11-078).-and Sierra Telephone Company (A.95·12. 
(71). The Applicants and ORA reached agrtem('nts on several Issues indudmg rates ofretuin on settlement pOOls 
to estimate settlement rewnues. 
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became effect i ve on January 1, 1997. 'ole adopt operating taxes 
based on our adopted results of operations. 

Rate Base 

,-
,nth t .... ·o exceptionf? there is 110 disagreement between HVT and TO 
on estimated rate base for the test year. TO has requested that 
HVT l-educe rate base for all plan,t in service relating to 
providing,one-way paging and two-way mobile radio telephone 
service' ($35,342). TO has also i-equested that HVT remo've all 
Rural'Telephollc Bank (RTB) stock from rate base ($29, ~40). TO. 
and HVT agree. that these-items should not be included in rate 

- base alld earning a l'ate of l·etunl, therefore \"e adopt an 
estimated average rate base-for the test year of $5,034,184. 

Cost of Capital 

Appendix Ii presents TO's proposed changes in rates to achieve the 
authorized l.-evenUe l'equirement. A major o.i ffel'ence between TO 
staff and HVTconcel-ns tlte overall rate of return (ROR)., TD 
originally l.-ecommended that the- Commission adopt the 9.00\ figure 
recommellded by ORA in the Small LEC applications, instead of the 
11. 50\' proposed by HVT. Ho .... ·evet·, a ROR of 10.00\ wi'th' a 
determination'that equity components in the range of 60.00 to 
80.00% is l'easonable' was adopted for Cal ifornia'-Oregon, 
Calaveras, DUC01·, Foresthill, and Siel.Ta Telephone Companies in 
Decisions issued in their t-espective Applications (A.95-12-073, 
h.95-~2~075, A.95-12-076, A.95-1~-078, A.95-12-077). TO concurs 
that the 10.00\ ROR adopted for those five telephone companies 
should be adopted fol.- HVT. 

HVT requests a capital structure of 33.00% equity and 67.00% debt 
and TO concurs. consistent with our treatment for the above­
mentioned LECs, we decline to adopt a specific capital structure. 
However, we do find the proposed common equity ratio·i.s within 
the reasonable range of common equity for small telephone 
companies, providing a reasonable balance of benefits between 
customers and shareholders (customers with a reduced revenue 
requirement ,fol.' the company as a i.'esult of l.-educed income tax 
expense and shareholders with an additional source of funding for 
capital ~xpendltures).' 

HVT proposes to account fOl~ holding RTB stock with an ~upwat"ds 
adjustment to rate base. The Decision issued for Sierra 
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Telephone Company in A.95-12-077 adopts a different treatment for 
RTB stock, eXcluding RiB stock from the outstanding balance of 
long-term debt when calculathlg the embedded cost of debt. TO 
concurs with the treatment adopted in the decisions for the 
above-mentione<l LEes. TO's recommendation is i-easonable and 
should be adopted. and HVT's proposal to add its investment in 
RTB stock to rate base should not be adopted. 

HVT's estimated 1997 cost of debt is 5.61\. TO calculated a 
5.63\ cost of debt. This difference results -from TO excluding 
HVT's RTB stock from its outstanding balance of long-term debt. 
TO's proposed cost of debt of 5.63% for the~~est year is 
reasonable and should be adopted . 

. - ~ 

TO r~commends that when anY.RTB stock is redeemed. HVT should" 
file an-application with this Commission requesting a 
determination of the appropriate ratemaking treatment for the 
gain on the redemption of the RTB stock. 'TO's recommendation is 
reasonable and should be adopted. 

As shown in the table below. the application of the 10.00\ ROR we 
recently adopted for the five small telecommunications companies 
in the above decisions l.-esults -in a 12.15\ equity return (or HVT, 
which is well within the l-easonable range of common equity we 
also adopted in those decisions for small telephone companies. 
Acc01"dingly, we find the use of 10.00\ overall ROR to calculate 
the authorized revenue requirement to be reasonable. 

Weighted 
Ratio Cost Cost 

Long Term Debt 33.00\ 5.63% 1. 86\ 
Equity 67.00\ 12.15% 8.14% 

Total 100.00% 10.00\ 

HVT has the flexibility to increase or decrease its equity return 
through the management of its debt cost and equity ratio. 

To correct theimba.lance of benefit from a leveraged capital 
structut'e,aninterest deduction must be l"eflected in calculating 
the test year state and federal income tak expense. We derive a 
$93,636 interest deduction by mUltiplying the adopted rate base 
by the 1.86% ~easonable weighted cost of debt. 
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Sma.ll LECs \o,'el:e authorized and ordel"ed by -D. 88-07-022 and 0.91-
09-042 to file with the Commission, by October 1 of each year, 
advice letters setting forth calculations of their California 
High Cost Fund (CHCF-A) funding l.'equh,'ements for the foll()\oling 
year. On page 1 of its appendix, D.91-09-042 stated that bThose 
companies with a revised local exchange revenue l.-equil."ement (the 
sum of the present level of local ex~han~e revenues and the net 
positive and negative settlements effects for such company herein 
specified) which canrlot be met from the local exch~nge l~ate 
designs iilcorporating the ls0t thi.'eshold shall be eligible to 
receive the balance of their revised local exchange revenue 
requirement from the IICF, """" This appendix \o,"ent on to state, 
on page 2, "Utilities shall be eligible for support fl'om the fund 
limited to the a'mount (sic) which are forecasted. to result in 
earnings not to exceed authorized hitl-astate rates of return or 
to the CU1'rent funding level amount for the year for which HCF is 
being requested, whichever amount is lo,,;er"" _ 

CHeF-A advice letters are required of each small LEC animally, 
regardless of whether the LEC is actually requesting to draw 
funds-from the CHeF-A. In both the annual CHCF-A advice letters 
and in the' Commission Resolut.ions rul ing on them, it has become 
customa~y to refer to the amount a LEe calculates as its revenue 
shortfall, due to the net settlements effects of specified events 
beyond its control, as the LEC's "CHeF-A l:equirement n

• This 
phrase' is used regardless of whethel.~ the LEC is actually 
requesting to draw funds from the CHCF-A. A LEe's CHCF-A 
requirement of a given year becomes the starting point for the 
calculation of its following year's CHCF-A requirement and, 
potentially, fund request. 

ResolutionT-15987, JanuarY_13, 1997, deferred the ~ete~mination 
of HVT's California High Cost Fund (CHCF-A) requirement for 1997, 
as filed in Advice Letter No. 171 (Novembel.~ 1 .. 1996), to its 
present GRC. In that advice "letter, HVT calculated its 1997 
CHCF-A requirement to be $664,973, but did not request to draw 
funds from the CHeF-A pending the outcome of its GRe. since HVT 
is f6und h.~reih- to be overearrlingby $38,138 in 1997, we find 
that its actual 1997 CHeF-A requirement is zero. In 'its 1998 
CHCF-A advice letter filing, HVT shOUld use zero as its 1997 

7 



,e 

,-

e· 

Resolution No. T-16001 
AL 158/PJE 

April 23, 1997 

CHCF-A requirement, fl,-om which the calculation of its 1998 CHCF-A 
requirement begins. 

DeregulatIon of Pay Telephone Servlce 
, , 

In a separate A.L. filing, HVT pt-oposes to <letariff its payphone 
service pursuant to Federal Communications Commission '(FCC) Order 
(Docket 96-388) dated September 20, 1996. This 6rde~~ directs all 
LEes to recliu:;sify their payphone opet-ations as unregulated_ 
customer pl.-emise equipment and to transfer associated telephotle 
pl~nt to unregulated ser~ice accounts. 

HVT's A. L. No.', 177" ffled 'January 15,1991~' to detat'iff its' 
payphoneopenlt'io.l~, will become eff~ctive on Apri~ '15, 1997. 
HVT, howevel.~~ does not address' the l.-atemaking aspects associated 
with ctel.-eguiation of its payph6ne's. Th~refol.·e "'eshall order HVT 
to file a neW A. L., \<dthin 90 days of the effective date of this 
resolutioh,' to addl"csS' the ·l.-atemakihg effects of payphone 
deregulation an~its pay telephone service detariffing 
accomplished with A. L'. No: 177. 

Rate Design 

TD's l-ecommendation fOl~ b3.tes and charges to be adopted in this 
Resolu'tion fOi' NVT are. detailed in attached Appendix D with 
further explanati¢n below by tariff schedule. If a service has 
beeh eliminated but poses no ):evemle impact, the s~rvice is not 
detaiied in Appendix D. 

ScheduleA-l wc.al ACc~ss service. ltVT proposed to eliminate 
resident-ial 4-Party service in the Igo and Platina Exchanges and 
to eliminate'!:>usirless 2-Party service in the Igo, Olinda and 
Platina Exchanges. ,This is adopted as detailed in Appendix D. 

HVT pl'oposed to i.'educe rates fOl: businesses in the Tl:'inity 
Exchange. This is ~dopted as detailed in Appendix D. 

Sched'ule' A-~ subuk"ban Service. HVT proposed to eliminate business 
10~party service In th~ 190, Olinda and Platina Exchanges. This 
is adopted as detailed'in'Appendix D. 

ScheduleA:'3'''Hl~ageR~tes. NVT proposed to reduce certain 
milea.gerates for the Trinity Exchange. This is adopted as 
detailed in Appendix D. 
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schedule A-5 Semi-Public Coin BoX Service. HVT proposed to 
eliminate minimum dai ly i.'ates in the Platina exchange. This is 

adopted. 

Schedule A-7 Oh'ectory Listing. As mentioned in the Operating 
Revenues section above HVT is prohibited by Senate Bill 11135 from 
chargi~g any suhscd.ber fot' having an unlist~d or unpublished 
telephone number. TD staff propOses that the chaYge be 
eliminated as of May 1, 1997, but that the annual revenue 
requirement remain as part of local revenues, and be'recovered as 
part of the local revenues. This is aq.opted as detailed in 

Appendix D. 

Schedule A -' 12 In te I.-exchange Rece i vi hgSei.-v ice. Hv'r proposed to 
eliminate intel.'exchange l.-eceiving service. This is adopted. 

Schedule A-17 Multi-Element Sei-vice Chat-ges. In A.L. No. 158 HVT 
proposed to eliminate sel."vice chal.-ges for premises visits for all 
excha~ges. This is adopted. 

Schedule A-23 Inside Wire Mainteilance. In A.IJ. No. 158 HVT 
proposed to elimina·te· chal.-ges for the first 15 minutes of a 
premises visit for all exchanges. This is adopted. 

Schedule ]\-27 Intra-Building Netwol-k Cable. III A.L. No. 158 HVT 
proposed to eliminatecha.rges for the first 15 minutes of a 
premises visit for all exchanges. This is adopted. 

schedule L-1 Mobile Telephone Service. TD staff recommends 
eliminating tariffs for one-way paging services which has been 
del."egulated, and two-way radio telepholie services which has been 
detariffed. As mentioned above in the Rate Base section 
TD and HVT have agreed to reduce rate base for ail plant in 
service relating to providing one-way paging and two-way mobile 
radio service. This is adopted. 

surcharge/CredJ..t 

pending .a final ,determination on HVT's GRC filing, the 
Commission, (thrqugh its Resolutioll Nq. T~l5970, dated Noverobel.' 
26, 19~6), authorized that the CUl."rent rates of HVT continue on. 
January 1, 1997. In this resolution, -th~ Commission also ordered 
that after it decides on HVT's ORC filing and adopts HVT's final 



Resolution No. T-16001 
l\L 158/PJE 

April 23, 1997 

rates, an appropriate surcharge -or a credit shall be calc~lated. 
A surcharge will apply to collect additional rates chal-ged fl"(>m' 
Janua1-y to Ap'1-i l, 1997. whi:Le a cl'~dit will apply oVel" the same 
period of time to refund .overcolletted rates. III compliance with 
Resolution No. T-t'S970, 'We' have calculated a 4.47\ surcharge 
.... 'hich is a reduction in the billirt9 sUi."charge" c611sistent \':it-h 
HVT's adopted final rates:. The Sutcharge i."eduction is detailed 
in Appendix ,C and w1t1 be refunded fl"Om May to December,- 1997. 
To implement the rate changes and credits detailed in Appendices 
C and D, HVT should file it supplement to A.L. No. 158. 

FINDINGS 

1. . HVT fiied its GRC A.L. No. 158 on Decembe't- 28, 1995, -in 
compliance with D.94-09-065. 

2. For the 1997 test year at present rates, HVT requests the 
following: 

Net Ope rat h'ig Illcome 
Rate Base 
Rate of Return on Rate Base 

$545,359 
$5,143,859 
10.60\ 

3-. Fo't' a 1997 test year at pl."esent 1'ates, TD recommends the 
following: 

Net Operating income 
Rate Base 
Rate of Return on Rate Base 

$526,301 
$5,034,184 
10.45\ 

,4. For the_1997 test year the differences between HVT and TO 
result from use of different: pool settlement l.-ates of retu:nl, 
local revenues for unlisted/nonpublished numbers, amounts allowed 
in rate base and -rates of return on rate base. 

5. TD's proposals to eliminate HVT's cha~ge for nonpublished 
servic~ effective April 1; 1997 ~nd to retain th~ revenue 
associated with said service as part of Schedule A-i, (Netwprk 
Access 'Line service), are reas6nable. 

6. We fin-d TD's recommended pool rates of return of ~. 32\ '(for 
intrastate access) and 5.20\ (for intrastate toll) reasonable. 
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Therefore, we adopt TO's recommended test· year 1997 intrastate 
access and toll i.-evenUes contained in Appendi~ A. 

7. We fhid TD's i-ecommendation to adjust intl.'aLAT~ Billing 
SU1'charge billing base to ~1, 131 ~ 230 for the test yeal.' to be 
reasonable. 

·8. We find HVT's Depreciation Study acceptable for rateroaking 
purposes as update? by TD. 

9 .. A corporate·tax'rate·for·~alifornia of e,84% became 
effective ·on January 1·,. 1997.· ". We adopt operating taxes in 
Appendix A based on our ~dopted results ·of operations. 

10. HVT's int1.'astate rate base for the t~st year 1997 should be 
reduced for the followi]lg ·itemsi plant in ·service l.~elating to 
providing 6ne~way paging and two-wayffiQbile radio serVice and . 
RU1'al Telephone"" Bank (RTB) stock. "l"le adopt all. average rate base 
for the test yea1.- of $5 ,034,184.· 

11. The reasonable rate of l-eturn Orll"ate base for HVT is 10.00\ 
and is adopted based on the following capital structure: 

Long Term Debt 
Equit.y 

Total 

Ratio 

33.00% 
67.00\ 

100.00% 

5.63% 
12.15% 

Weighted 
Cost 

1.86\ 
8.14% 

10.00% 

12. Resolution T-15987, January 13, 1997, deferred the 
dete1.-mination of HVT's CHCF-A requirement for 1997, as fi.led in 
Advice Letter No. 171 (November 1, 1996), to its present. GRe. 

13. since HVT is found to be over-earning by $38,138[01'· 1997,we 
find that. its actual CHCF-A l"equirement £01." "1997 is zero, l.·ather 
than $664,973 as stated ii\ its Advice Letter No. 171. 

14. HVT filed A.L. No. 177 to "detariff its payph6hes
c 

operati,ons, 
effective April 15, 1997, pursuant to FCC Order (DOcket 96-398). 

15. HVT has not addressed the l:atemaking aspects of payphone. 
deregulation associated with its pay telephone service 
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detariffing accomplished in A.L. No. 177, effective April 15, 
1997. 

16. HVT should file a new A.L. withlrt 96 days ~f the etfective 
date of this resolution, to address th~ ratemaking effects 
associated with payphorte.deregulationand its pay t~lephone 
service detariffing accompllshedin its A.L. No. 177,· 

11. TD's recommendat ion fol.~ _ chahg~s to rates, charges and 
services· for· HVT ai-e reasonable, reflect our policies and should 
be adopted as detailed. in Appendix D. 

18. Pul.-sUant to the provis.ion of Res.oluti~n No. T~1597Q dated 
November 26, . 1996, we hav~ c·alc\ilated credits foi.~ HVT'S Cllstomers 
as indicated in Appendix· C t6 ·refund overchai."ges from January to 
Api-il, 1997~ consistent with the credit -amounts and rates 
adopted in AppendixD, HVT should file a supplement to A.L. No. 
158 to implement these changes. 
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THEREFORE, IT IS ORDERED thatl 

April 23, 1997 

1. The revenues, expenses, and rate base amounts for test year 
1997 as shown in Appendix B are adopted for the Happy Valley 
Telephone Company. 

2. The l.-ate design. changes, including the Billing Surcharge 
reduction to.6,17%, ·adopted in Appendix D are made effective on 
January 1, 1997. . However, plolrsuant to Res61ut ion No. T-15970 
dated Novembel.- 26, 1996, the Happy Valley TelephoJ"le Company shall 
adjust the adopted Bi.lling surcharge to 4.47%, for the pel-iod of 
May to December 1997 only, to refund overcollection of l-evenues 
from Janual'y to Apri 1 1997. 

3. The Happy Valley Telephone Company shall file a supplemeIit 
to Advi.ce Letter No. 158, .effective ·on a five days notice, to 
implement the rate design ado~ted in Ordering paragraph N6. 2 

above. 

4. The Depreciation study submitted by the Happy Valley 
Telephone Company fn SUppol-t of Advice Letter NO. 158 is adopted 
for ratemaking purposes. 

5. The request by Happy Valley Telephone company in Advice 
Letter No. 171, November 1, 1996, for a determination that 
$664,973 is its CHeF-A requirement for 1997 is denied. 

13 
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6. The Happy Valley Telephone company shall Use zero as its 
1997 CHCF-A requirement when it files its 1998 CItCF-Aadvice 
letter. 

7. The HapPy'Valley TelephoheCompany shall file.a new advice 
letter, within"90 qays of the e~fecti\Te date. of ·this resolution, 
to address ~he ratemaking effects associated with payphone 
det-egulationand its pay telephone service detariffing 
accomplished in its Advice Letter No. 117. 

This Resolution is'effective today. 

I hereby cert"ify that this Resolution 'was adopted' by the P.ublic 
UtilitIes Commission at l.ts. regular meeting on Ap~-~l 23, 1991. 

The foilowing Commissionel:s approved it. 

14 

Director 

P. GREGORY CONLON 
President . 

JESSIEJ. KNIGHT, Jr. 
HENRY M. DUQUE 
JOSIAH L. NEEPER' 
RICHARD A. SILAS 

Commissioners 



~pp.ndI~ A. RHoIutlonNo. T·t600i 

e ~3~ (If TO's and Haw)' Va'nei$ Es~led Intrastalll Resvlt$ of Operatior.s 
at Present Rates 

Test Year 1~1 

line lnl1as!ale Estim3tes HaWi Va~,/ Exceeds TO 
N~r ' " Happy Vaney TO Atnovnt Perce-nl 

OPERATING REVENUES 
1 local NelwOO;.. Revenues $1.000.850 $1.011,666 ($1$,816} -1.1% 

2 Ne~ Access SeMce-USF $948.492 $9-48.492 $0 00% 
3 NetwOO. NX:ess SeMce-!ntTaState $467,212 $5IJ).119 (Sl5.847) -7.1% 
4 ToiseMce $426.126 $.414,~ ($48,137) ·10.1% 
5 8 & C Intrasta!e $\05.840 $"3,901 ($8,061) , -7.1% ' 

6 Other Opeiating $$,8\6 $a,SIS $0 , 0.0% 

7 lESS: Unoollectibles ($2,764) ($2,810) $45 -\.7% 

,8 TOTAl ()PER REV. $2,954,632 h.0G3.4U 
. 

($108,615) -3.6% 

OPERATU'~ eXPENSES 
9 {)epletiatioO & Amottizalioo $149,790 $909.947 ($160,151) -17.6% 

10 Plant $pe<:iflC $292,225 $2"92,225 $6 0.0% 

" (>$ant N~ (less OePf.) $195,576 $195.516 $0 0.0% 
I~ CUslVOlef OperaUons $~,O') $)36.013 $0 0,0% 

n Coq:«ate Operations $4&4,615 $4&MI5 $0 0.0% 

14 Othellncome & Expenses ($6,764) ($6,764) $0 0.0% 

_15 TOTAl6P£R EXPS. $2.031.4~ $2,191.612 ($16¢,151) -7.3% 

OPERATING TAXES 
16 Operating nO ($17,766) ($17,706) $0 0.0% 

11 Property Tax , $96,619 $96.619 $0 O.~ 

18 ~Taxes $4' $41 $0 .0.0% 

19 Fe<Seralln«>me Tax. $21!>,216 $211,514 $23,702 11.2% 

20 AroOI\. Deferred fIT ($1,822) ($1,822) $0 0.0% 
21 Stale InOome Tat $6.8,909 $6().321 $8,582 142% 

22 Amort. Deferred SIT ($3,379) ($3.319) $0 0.0% 

23 TOTAL <>PER TAXES . $371.818 $345,534 $32,2S4 9,3% 

24 NET OPERATING INCOME $54$.359 $526.301 $19,058 3.6% 

RATE BASE (.Average) 
is Piant in $eNlce $11.105.6.S3 $11.010.311 $35.342 0.3~ 

26 Ma!enals &. Supp5es $22,902 $22.902 $0 0.0% 
27 Woo.~~sh $191.513 $\9i.271 ($164) .(1.4% 
28 RTBSt6ck $29,«0 $0 $29,440 100.0% 

29 lESS: ~at!oo Reserve ($5,578.001) ($5.624,264) $45,651 -0.8% 
30 lESS: Deferred Tax ($622,634) ($622,634) $0 0.0% 

31 lESS: Cus.t6nler Oeposb ($4,40$) ($4,-408) $0 0.0% 

32 TOT. AVG. RATE BASE $5,143,SS9 $5,034,18<1 . $109.615 2.2% 

33 RATE OF RETURN 10.60% 10.45% 

.'-• < 
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.AppendlJ( a, R~otvUon No, T·I&OOt·· 
Resuls of OpetatioM at Present and Adop(ed R~~es 

TestYea.r 1991 

T«a1 p(~ 

Intras!31e Changes k\ Rates 

OPERATING REVENUES 
local Ne~ Reve:'l\Jes $I,OU.600 ($33,133) 
NetwO!\ /o.6ce$$ Se«K»-USF $94S,492 
Neh .. -M;. Ac<:ess ~"'lce-'ntra$ta!e $503,U9 
TotSeMce $41",2$3 
B & C Intrastate $\13.90\ 
Other Ope.ra!ing 5-8,816 
lESS: Unool'lectlJles ($2,810) $105 

TOTAl ()f>[R REV, $3,003,441 (S3S,032) 

OPERA TlNGEXP'ENSES 
Depreciation & Amor'lizalion $909,941 

. Plar" SpecifIC $292,225 
Plar.l N~ (less Dep,-} $195,576 
C\ls!orOe( ()perations $)30,0'3 
Corpolate OperatkXIs $464.615 
Other Inoome &. Expen~$ ($S,l64) 

TOTAl OPER EXPS_ $2,191.612 

OPERATING TAXES 
Operating ITC ($17.706) 
PropMyTax $96,619 
~fTaxe$ $41 
fe.;Seralln6ome Tax $211,514 (S1I,788) 

Amort.. Deferred faT ($1.a22) 
State lno6me Tax $60.327 ($3,362) 
Arnoit. Deferred SIT ($3,379) 

TOTAl OPf:R TAXES $34$,53-4 ($15.150) 

NET OPERATING INCOME $526,301 ($12.882) 

RATE BASE (Average) 
Plant in SerVice $11,070,311 
Ma~eria1$ &.Suppfies $22,902 
WOO1ngtash $192,277 
RT8$tock .$0 

. lESS: ~Uoo Re~tve ($S.624.264) 
lESS: Deferred Tax ($$22,63-\) 
lESS: Cus!omer ~ls ($4,408) 

TOT. AVO. RArE BASE $S,034,I8-C 

RATE Of RETURN 10.45% 

Adopted 
Intrasb!~ 

$979,529 
$94S,492 

. $503,119 
$474.263 
$113,001 

$8,816 
. ($2.7~) 

$3,02S.4U 

$969.9:4''-
$292,225 
$195,516 
$336,013 
$4~,615 

($6,1e.4) 

$2,191,612 

($17,766) 
$96.619 

$41 
$199.726 

(SI,S2lJ 
$56,965 
($3.319) 

$3...'\0,384 

$503.418 

$11,070.311 
$22,902 

$192,211 
$0 

($5,62".264) 
($622,634) 

($4,408) 

$5.~.'M 

10.00% 



Calo.kt~' 0( HaWY Vf."!.ei Te~'$ Net tl) GrO$$ Mv1t>r1Cf. 
In«emental Re~eO\.'e R~irement a!'4 Bilf.og Surcharg.e 

Gross <>pe.-ating Revenues 
lIoc¢IIectib1e$ 

Net Revenves 

Sla!e Ir'JC(Ime Teu Ra~e (at 8.S4" err. 111191, 
Federal Ta)(able l.-.rome 
Federallnoxoe Tax (at 34.00%) 

State Rate Base 
Stale Return on Rate Base (at 10.00%) 
Stale Net Operating tnoome 
Net Deficit ex (Ovee Earnings) 

Sncremertal Gross Revenve Requirement (Net Oefcl ' N 10 G Multip."ier) 

In«emerbl GrO$~ Revenoo Requw-emenl 
Bilfll"lg Surcl1arge Amount at Peesent Ra!es 

Bilfll"lg Surcl'large al Peoposed Rates 
Re ... ·enues Ct,anges foe Mopted Rates (See AppendU 0) 

A.'VlUal Bin";ng Base at Ploposed Rates 
6i11ir1g Surcharge Percentage (Surd1arge at Propose.:J Ra!eslBilfil'!9 Base) 

Overoo!lected Revenues (Jarwal)'-Apfi 1991) 
M9C'Wi Amount Sutied 10 Refund (May-Oecember \ 991) 

Monthly loc.at Bilf.ng Base 
Credit Percentage 

10.00% 

1.06000 
(000216) 
099124 

O.OSSI& 
0.9090S 
O.~ 

059999. 

1.666682\25 

$5,()3.t,l84 
$503,4t$ 
$526,30' 
($22.~2) 

($3$,135) 

($38.138) 
$96,9-46 

$58,809 
$10,312 
$69,121 

$1,120,918 
6.11% 

$12.113 
$1,589 

$93,410 
1.10% 



~ppeMiJ; D, Rtsotution No.. 1·1 &00, 

e Pl'Htn\ and AdOpt~ Rat" .nd Credit C.k;ul.Uon for Happy v.ne, Ttlephono 

P~$tnt 

Ple$en\ AMual 
Tariff Schedule Units Ratn RevenuM 

Schedule A-' l6<:al Bus 

Trhly l-PaItI T~One 63 $45.15 $3-4.1)3 
Tmly PBX Sy$ T~lone 2 $?G. I 5 $1,~' 

Sc:bedule A-3 Milea~ Rates 

TrW'oi)' Ext,Mile NC ProP'ht 1/4 12 $SSS $..~2 

Tmq Ext Mile He PiOp Add 1f4 U $2.95 $~9 

Sc:hedul. A·7 Oire<;t UstiD9 

NO(\-PubftsMd NUf11t.er &3-S SO.IS $1,508 
Non-Pvblished N1.If'nbet TrW!)' 57 $0.60 $410 

Totat Revenue Changes foe Mopled Ra!es 

-. Sche<k.MA-20 Bill Svn:harge 

8.51% $96,946 

TOTAl RATE CHAN(3ES = INCREMENTAL REVENUE REQUIREMENT 

-.::~ 

a 
.~ -

Adopted Revenuo 
Adopted Annual Chan9"for 

UnIts Rates Revenues Adopted Rates 

63 $35.00 $26,450 ($1,613) 
2 $5250 $1,260 (~i8) 

. 12 $400 $576 ($266) 
11 S2.(l() $264 ($1~5) 

&3s $().()~ $0 t$',~) 
57 $0.00 $(I ($410) 

($'~,3'~) 

W/\ 6.17% ($21.82"6) 

($3&,1~) 



e 
A~ndix. E, RHoIutJon NO.. T·16-00t 

Annual Dep!'eciatiOn At.:iual and Ra~e De!en'nin.atioo lot Happ)' Va'r:e), Telephone 
Stralghlline Remaining life Method u of January I, 1996 

Average ~of 
GrOSs Net Sa!v&ge Plant Net SeNiCe Remaining AA"Iual Gross 

AtdNo. DeseOption Plan!. Sa~age ~ Reser\'G Salance life life A~al Plant 

21102 VehJcle~ $295.~ 5% $14.191 $131.761 . $149.312 7 3.04 $49,136 15.60% 
2H60 Other y.'o.1( Equipment $180.2~ $6-1.561 SI1M74 15 8.61 $13.342 7.40% 
21210 8ui1<f 1fl9$ $1.2"'4.3$5 $$23,942 $$20.4U 30 13.96 $44.444 3.51% 
21220 F'Iimlure $86.156 $29.715 $56.SS1 IS 8.81 $$.468 1.4S% 
21231 ~Equipment $39.m $28.303 $11,617 1 2.<46 . U.722 lI.83% 
21232 ~ny~ Equipment $133.381 $IM.940 ($1,559) 7 0.83 $19.013 14~ 
21NO ~ers & Software $221.780 $221,180 $I) 5 0.11 $45.SS6 2000~ 
22UO COe • Oigbl Svdch $2,:)52,525 $1.285.998 $1.066,521 15 9.55 $11'1.618 US% 
22320 cOE. • C"cu~ Equipment $1.828.564 $1,46$.162 $361.142 10 2.1 $1~.919 1.~% 
2~16 Pub5¢ Teleph606 Equipment $tOI,615 51 (lM23 ($2,208) 10 2.57 510,162 10.00% 
2·1110 Pole lines $145,6)3 -3l% ($48.65~) $S3,~ . $t3g.M~ 17 5.M $23,542 U~.t7% 
24210 ...erial Equ~nt $$03,698 ·50% ($30I.t49) $187.119 . 5118.36& 17 8.95 $SO,26S 13.30% 
24221 Undeigr6IJnd Cable $109.170 $31,426 $11,14'" 17 32 $22,420 2OM% 
2 ... 230 BuOedCable $6,li1,066 $2,25-$,298 $3.918,708 17 6.48 $604.139 9.19% 
243'() • AerialWre 516,115 ·7% ($I,12S) $4,365 5'2,S1t 7 3.M $),345 20.16% 
24410 Underground CofIdul $201.426 $16,490 $124,936- 25 13.71 $9,lIl 4.52% 

TOTAL $13.744,019 ($~,239) $6,715,256 $1,365,062 St,181,S$.) 8.60% 



AcdNo. DeWiption 

2lt02 VehkJes 
2"~ 6tMr Woo. Equipment 
~1210 Bvi.,.rll'l9$ 
2122() Furnlvt~ 
~123' . Office Equipment . 
2123) Company Coovn. 'Equipment 
~1240 Computer1& SOftware 
2il20 we . Oigital Swlch 
22~2() roE • (::irwl Equipment 
23$10 Public Teleph60e Equipment 
2 .. 110 Porel~~ 
2UIO AeOaI Eqvipme-nl 
2422, UndergrOlJl'ld Cable 
24230 BvrJe.j Cable 
2411(> AerialV'he 
2HI() UndergrOUl'ld Conduit 

TOTAL 

A~I( F. Re$~utioo No. 1·16001 

AMual oe.. .... e¢atiol\ At:<tual arid Rate OelefTl"ld\ario.."IO Joe HarPY Va'ftet Teleph¢OO 
Oeprecia!ion SMt eomp"f.son W'IJ'I Theoretical ReseNe as of Jarwaty I, 1 ~ 

Present PrClPOsed Char.ge 
GrO$$ ()fpr~. Pcesenl 0eP;~. p(~ M'IOeprec. 
Plant Rate AOCtVal Rate Aocival Rate 

$29S.9~ 15~% $.4S.M3 '6.60~ $49,130 O.S4% 
$186.~3S 9.14% $16.413 1.40% $U.3-42 -U4% 

$1,244.3$$ .2~% '$~2,~1 3.51% $44,"44 -<1.66% 
t~,156 U24~ $11,46& 1.46% $6,468 -5.18% 
$39,9~ 3.38i% $IMO' 11.$3% $4,n2 -21.9S% 

$13.3,381 2'O.ts% $21,S50 1429% $19.0$4 ~S9% 
$221.180 2).10% $5-3.9M 2000% $ •. $.S56 -3.10% 

$2,~2.525 1630% $3&4,873 4.75% $It',618 -11.61" 
$',82a,~ 1$.17% $211,~ 1.33% $1~.919 -1.84% 

$101,$t5 26.07% $M,49 , '0.00% $11).162 -.16.01% 
$145,63.3 5.53% $3,054 16.11% $23,542 10.64% 
$663.69-8 521% $31,453 13.36% $SO,265 8.Wh 
$Iog,110 4.90% $5.3-49 20.54% $U.420 15.64%' 

$6,111.¢V6 4.63% $235.995 9.79% ~.13~ 5.t6% 
$t6.115 It.08% $',186 20.76% $3.3-45 9.68% 

. $201,426 4.5-3% $9.125 4.52% S9.") -0.01% 

St3.1'(4!019 U,252,lM $1,181,964 

Change 
.... Aocival 

$2,193 
($3,1~2) 
($.8,193) 
($5.019) 
($8,119) 
($8,196) 
($-8,428) 

(Sill,ISS) 
($143,406) 
($itt330) 
$'$,4M 
HB.812 
$11,011 

$318.144 
S1.559 

(SI2) 

($70.820) 


