DT 01-221

KEARSARGE TELEPHONE COVPANY
Petition For Approval OF An Alternative Form Of Regul ati on
Prehearing Conference O der

ORDER NO 23,925

March 1, 2002

APPEARANCES: John C. Lightbody, Esquire, for
Kear sarge Tel ephone Conpany (and TDS); Anne Ross, Esquire, for
the O fice of Consumer Advocate; and Lynmarie Cusack, Esquire,
for the Staff of the New Hanpshire Public Utilities
Conmmi ssi on.
| . PROCEDURAL HI STORY

On Novenber 9, 2001, Kearsarge Tel ephone Conpany
(Petitioner or Conpany) filed with the New Hanmpshire Public
Uilities Comm ssion (Comm ssion) a Petition for Approval of
an Alternative Form of Regul ation. Acconpanying the Petition
was the Conpany’s Alternative Regulation Plan filed pursuant
to NH RSA 374:3-a and NH Adm n. Rule Puc Rule 206. 07.

On Novenber 16, 2001, the Conm ssion issued an Order
of Notice scheduling a Prehearing Conference for February 1,
2002, to be followed by a Technical Session. The Order of
Notice also required intervention requests to be filed prior
to the Prehearing Conference. On Novenmber 21, 2001, the
O fice of Consumer Advocate (OCA) notified the Comm ssion that

it would be participating in this docket on behal f of

residential ratepayers. No other requests for intervention
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were filed. The Prehearing Conference and Technical Session
were held as scheduled, with the Conpany, Staff, and the OCA
participating. Also in attendance at both events was a

representative from Veri zon New Hanpshire.

1. PRELI M NARY POSI TI ONS OF THE PARTI ES AND STAFF
A Kear sarge Tel ephone Conpany

According to the Conpany, its proposed Alternative
Regulation Plan is in the public interest as it will mnimze
its regulatory burden, maintain excellent reliable service at
af f ordabl e rates, encourage network investnent, provide an
opportunity for Petitioner to realize a reasonable return, and
further the tel ecommunications policy of the state of New
Hanmpshire. It believes that the Plan is in the public good.
I n support of its position, the Conpany informed the
Comm ssion that TDS, which operates Kearsarge here in New
Hanmpshire and other ILECs in various states, has filed simlar
plans for alternative regulation in ten other states, covering
approxi mately 33 i ndependent tel ephone conpani es operated by
TDS, which constitutes approximately one-third of the total
nunber of conpani es operated by TDS. The Conpany notes that
elements in the plan submtted to this Conm ssion are sim|l ar

to the plans existing in other states.
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B. O fice of Consuner Advocate

The OCA posits that it is not, in principle, opposed
to an alternative formof regulation. It notes, however,
several concerns regarding the Plan proposed by the Conpany.
For exanple, the OCA believes that a good benchmark
establishing current and projected costs, revenues, and
earnings is a necessary elenment of this case.

Additionally, the OCA asserts that the ultinmate
outcone of inposing an alternative form of regulation should
be just and reasonable rates for the ratepayers of New
Hanpshire. The OCA suggests that if a formof alternative
regul ation is approved, it would |ike to see protection on
behal f of New Hanpshire consuners regarding rate rebal ancing.
Finally, the OCA expressed concerns over the |large growth
factor proposed by Kearsarge all ow ng i ncreases on non-basic
servi ces.

C. Conmmi ssi on Staff

Staff contends that like the OCA it is not
fundanmental |l y opposed to alternative fornms of regul ati on
Staff asserts that New Hanpshire law clearly allows for
consi derati on of such plans. Staff, however, notes that it
shares the concerns of the OCA. It believes that a rate case

IS necessary to determ ne a base line for the Conpany. Staff
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al so clains that under both New Hanmpshire statute and Puc
206.05(e), it nmust first be established how rates are to be
charged under the alternative formof regul ation and how t hey
conpare to rates charged under other nmethods of regul ation.

Additionally, Staff believes that a di scovery period
is critical for a full understanding of the proposal.

Staff also raised the issue of quality of service.
Staff suggested it would need to expl ore how, specifically,
t he Conpany intends to do to ensure that under its proposed
pl an, ratepayers would receive the benefit of a high |evel of
conti nued service.
I PROPOSED PROCEDURAL SCHEDULE

Fol l owi ng the Prehearing Conference, the Parties and
Staff met in a Technical Session to discuss a procedural
schedul e for conmpleting this docket. The follow ng schedul e
was agreed upon and recomrended to the Comm ssion by letter

from Staff dated February 14, 2002.

Refi nement of Filing 03/01/02
Dat a Requests 03/ 22/ 02
Dat a Responses 04/ 19/ 02
Techni cal Session 05/ 07/ 02
Conpany Testi nony 06/ 07/ 02

Second Data Requests 06/ 28/ 02
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Second Data Responses 07/ 26/ 02
Techni cal Session/Settlement Conference 08/ 13/ 02
Parties and OCA Testi nony 09/ 06/ 02
Conmpany Dat a Requests 09/ 20/ 02
Staff & OCA Data Responses 10/ 18/ 02
Rebuttal Testinony 11/01/ 02

Dat a Requests 11/ 08/ 02

Dat a Responses 11/ 22/ 02
Settl ement Conference 12/ 03/ 02
Heari ng 12/ 16-17/02

| V. COWMM SSI ON ANALYSI S

Kear sarge Tel ephone Conpany’s filing raises
significant policy issues for consideration by this
Conmmi ssi on. In Order No. 20,149, where the issue of an
alternative regulation plan was first addressed, we noted that
t he “approaches to alternative regul ation are sonewhat
di sparate” but there was a constant thenme that the drive to
noderni ze and inprove efficiency of the LEC should not be made
at the expense of the custonmers. We also expressed concerns
over adopting certain fornms of alternative regulation. For
this reason, we are inclined toward a nore thorough and formal
proceedi ng. Accordingly, we agree that a period of discovery

iIs necessary in this case. Analysis and testinony should be
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devel oped to determ ne whether an alternative form of
regul ation is appropriate and in the public interest when the
tel ecomuni cati ons market still enconpasses the entire ganmut
of nmonopolistic to conpetitive market characteristics.

Al so necessary in deciding the case is the base line
on rates. The standards for approval require us to find that
the rates charged by the utility are not unduly
di scrim natory, are just and reasonable, and provide the
Conpany with the opportunity to earn a reasonable rate of
return on its investnent.

In order to evaluate any alternative regulation
proposal, the Commi ssion needs to nake a determ nation to
ascertain the appropriate starting point. Accordingly, a rate
case should be conducted sinmultaneously with the review of the
alternative regul ation proposal. What is not clear fromthe
proposed schedul e, however, is whether the Staff and Parties
cont enpl at ed conducting the rate case concurrently. G ven the
|l ength of the schedule, we believe a rate case can be
acconplished in the tinme allotted for the case. Thus, when
the Conpany files testinmony on its alternative regulation
plan, it should also file testinony regardi ng revenue
requi renents. The Conpany should also file the materials and

docunments listed in Puc 1604.01(a) by May 1, 2002.
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We believe the schedul e as proposed is reasonable to
accomplish the goals of the proceedi ng and, therefore, adopt
it wwth the specifics we have addressed regarding a rate
i nvestigation.

Based upon the foregoing, it is hereby

ORDERED, that the procedural schedul e as proposed
herein is reasonable and is hereby adopted, with the additions
outlined above; and it is

FURTHER ORDERED, that testinony is to be filed by
t he Conpany regarding revenue requirenments at the tinme its
testimony in this docket is due; and it is

FURTHER ORDERED, that the Conpany shall file
mat eri al s and docunents pursuant to NH Adm n. Rul e Puc
1604.01(a) by May 7, 2002.

By order of the Public Utilities Conm ssion of New

Hampshire this first day of March, 2002

Thomas B. Getz Susan S. Geiger Nancy Brockway
Chai r man Conmi ssi oner Conmmi ssi oner

Attested by:
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Debra A. How and
Executive Director & Secretary



