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IN THE MATTER OF THE APPLICATION OF DOCKET NO. T-01847A-13-0457
VALLEY TELEPHONE COOPERATIVE, INC.,

AN ARIZONA CORPORATION, FOR A

HEARING TO DETERMINE THE EARNINGS RESPONSE TO PROCEDURAL
OF THE COMPANY, THE FAIR VALUE OF ORDER

THE COMPANY FOR RATEMAKING Arizona Corporation Commission
PURPOSES, AND TO INCREASE DOCKETED
RESIDENTIAL RATES AS NECESSARY TO

COMPENSATE FOR THE RATE IMPACTS OF AUG 2 2 2014

THE FCC’S USF/ICC TRANSFORMATION _
ORDER DOCKETED BY 13 T

pimorkan

Valley Telephone Cooperative, Inc. (“Valley Telephone™) hereby responds to the
following requests in Judge Rodda’s August 7, 2014, Procedural Order in the above-captioned
docket. Specifically, the Order stated that Valley Telephone:

should update its schedules to show the pro forma effects on revenues if
residential access rates are increased to $16, $18 and $20, and to also show the
effect on operations if residential rates remain at $14/month and the federal
benchmark is $16, $18 and $20/ month; and shall update the exhibit that shows a
typical residential rate at the requested rates.

Attached hereto is a sheet summarizing returns for each of the six cases, followed by a
revised exhibit that shows total residential rates at the $16, $18, and $20 base rates, detailed rate
design exhibits at the three rates, and exhibits that detail the loss of high-cost loop support at the
new benchmarks if rates were not raised.

Prior Results of Operations schedules for VTC that were filed in this docket understated
the Return on Rate Base because Fixed Charges were inappropriately included in the calculation.
The Fixed Charges were needed in reconciling the data but should not have been included as
expenses to compute the return. The corrected Returns on Rate Base presented in this exhibit are

still significantly short of a reasonable rate of return.
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The requested increases (to $16, $18, and $20) are just and reasonable because, if they

were not authorized, Valley Telephone would lose federal high-cost loop support funds and

further reduce revenues below the levels that would be required for Valley Telephone to earn its

authorized rate of return.

Respectfully submitted on August 22, 2014.

Original and 13 copies filed
on August 22, 2014, with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Copies mailed and e-mailed
on August 22, 2014 to:

Maureen Scott

Legal Division

Arizona Corporation Commission
1200 West Washington

Phoenix, AZ 85007
MScott@azce.gov

Charles Hains

Legal Division

Arizona Corporation Commission
1200 West Washington

Phoenix, AZ 85007
CHains@azcc.gov

Craig A. Mar

Craig A. Marks, PLC

10645 N. Tatum Blvd., Ste. 200-676

Phoenix, Arizona 85028

(480) 367-1956 (Direct)

(480) 304-4821 (Fax)

Craig.Marks@azbar.org

Attorney for Valley Telephone Cooperative, Inc.
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Valley Telephone Cooperative, Inc. AZ
Proposed Rate Design
Estimated Reduction In Federal High-Cost Loop Support

2012 Average Residence Cne-Party
FCC Benchmark Rate
Present Rate

Deficiency in Rate

Reduction in High Cost Loop Support per month

Reduction in High Cost Loop Support per year

Rate $14.00 and Benchmark $16.00

1,740

16.00

14.00

2.00

3,479.00

41,748.00




Valley Telephone Cooperative, Inc. AZ
Proposed Rate Design
Estimated Reduction In Federal High-Cost Loop Support

2012 Average Residence One-Party
FCC Benchmark Rate
Present Rate

Deficiency in Rate

Reduction in High Cost Loop Support per month

Reduction in High Cost Loop Support per year

Rate $14.00 Benchmark $18.00

1,740

18.00

14.00

4.00

6,958.00

83,496.00




Vailey Telephone Cooperative, inc. AZ
Proposed Rate Design
Estimated Reduction In Federal High-Cost Loop Support

2012 Average Residence One-Party
FCC Benchmark Rate
Present Rate

Deficiency in Rate

Reduction in High Cost Loop Support per month

Reduction in High Cost Loop Support per year

Rate $14.00 and Benchmark $20.00

1,740

20.00

14.00

6.00

10,437.00

125,244.00




