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P-501,421/CP-92-41 ORDER SETTING RATE ADDITIVES AND REQUIRING POLLING
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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

Don Storm Chair
Tom Burton Commissioner
Marshall Johnson Commissioner
Cynthia A. Kitlinski Commissioner
Dee Knaak Commissioner

In the Matter of a Petition for Extended Area
Service from Cotton to Duluth

ISSUE DATE:  July 20, 1994

DOCKET NO. P-501,421/CP-92-41

ORDER SETTING RATE ADDITIVES AND
REQUIRING POLLING

PROCEDURAL HISTORY

On January 16, 1992 customers in the Cotton exchange filed a petition for Extended Area
Service (EAS) to the Duluth exchange.  The Cotton exchange is served by Arrowhead
Communications (Arrowhead); the Duluth exchange is served by U S WEST Communications,
Inc. (U S WEST).  In a series of preliminary Orders the Commission determined that the petition
met threshold statutory requirements and ordered Arrowhead and U S WEST to develop
proposed EAS rate additives for the two exchanges.  

On July 5, 1994 the petition again came before the Commission on the issues of what rate
additives should be assigned to each exchange and how polling of the Cotton exchange should
be conducted.  

FINDINGS AND CONCLUSIONS

I.  The Statutory Framework

The EAS statute sets three requirements for granting an EAS petition:  

(1) The petitioning exchange must be contiguous to the exchange or local calling
area to which it seeks EAS;

(2) Traffic studies must show that at least 50% of the customers in the petitioning
exchange make at least one call each month to the exchange or local calling area
to which EAS is sought;

(3) A majority of customers responding to a Commission poll of the petitioning
exchange must vote in favor of EAS.  

Minn. Stat. § 237.161, subd. 1 (1992).  

The Cotton petition has met the first two requirements, adjacency and traffic volume.  The
Commission must now set rate additives for the two exchanges and begin polling in the Cotton
exchange.  

II.  Rate Additives

The statute requires the Commission to set rate additives before polling customers in the
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petitioning exchange.  For EAS routes outside the seven-county metropolitan area, the
Commission is to allocate between 50% and 75% of total EAS costs to the petitioning exchange.  

The Department of Public Service recommended allocating costs between Cotton and Duluth on
a 60-40 basis.  The Department's rationale was that the exchange that requests EAS and votes on
whether to install it should pay a higher portion of the costs than the exchange that has no choice
in the matter.  

Allocating EAS costs between petitioning and petitioned exchanges requires careful
consideration of the facts in each case.  In this case, the Commission agrees that 60-40 is the
most equitable allocation.  

Cotton customers would gain more from the proposed EAS route than Duluth customers and
should pay more to reflect that difference in value.  The number of access lines the petition
would add to the Cotton calling area far exceeds the number it would add to the Duluth calling
area.  

At the same time, the Commission considers it equitable to assess Duluth customers more than
the minimum percentage of 25%.  The difference between a 25% and 40% allocation translates
into $.01 per month for the average residential customer in Duluth and $1.91 for the average
residential customer in Cotton.  This $1.91 benefit decisively outweighs the one cent burden and,
together with the other factors discussed above, justifies the 60-40 allocation.  

III.  Seasonal Customers

The Cotton exchange includes a substantial number of customers who take service only six
months of the year.  Fairness requires that these customers have a voice in the EAS decision, and
the Commission will conduct polling during the six months they are being billed.  Information
accompanying the ballot will explain that the proposed rate additive would apply to them only
during the six months they are billed.  
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ORDER

1. The rate additives for the proposed EAS route between Cotton and Duluth will be as
follows:  

Cotton
Residence $7.65
Business 9.93

Duluth
1FR $ .03
2FR .02
1FB .06
1MB .04
TCK .07
SP .06

2. Arrowhead Communications shall cooperate with Commission staff and the Commission's
polling contractor and shall comply fully and promptly with all requests for assistance and
information, including requests for customer lists.  

3. This Order shall become effective immediately.

BY ORDER OF THE COMMISSION

Burl W. Haar
Executive Secretary
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