COMMONWEALTH OF KENTUCRY
BEFORF THE PUBLIC SERVICE COMMISSION

In the Matter of!

BALLARD RURAL TELEPHONE COOPERATIVE
CORPORATION, INC,
CASE NQ, Oh=hlg

INVESTIGATION INTO THE ALLEGED
VIOLATION OF KRS 278.160

e R_D E R

On July 12 and 13, 1995, Commission statf visited Dallard
Rural Telephone Cooperative Corporation, Inc. ("Ballard") to
perform field work for a cost allocation examination, In addition
to reviewing cost allocations, Staff reviewed billing, cusatomer
deposits, and capital credits. While reviewing customer billa,
Staff found a charge for touchtone on customer billa that did not
appaar in Ballarvd's tariff.

On August B8, 1995, Staff and Ballard representativas
informally discussed Ballard's untariffed chargea. Oh Auguat 23,
1995, Ballard filed tariffs to include a charge for touchtone
service. This tariff was approved on Septembar 21, 1995, On
August 23, 1995, Ballard also responded to lsgues raised in the
informal discussion, It is attached hereto and incorporated
herein. On September 7, 1995, by lettoay, Staff requested

additional information and Ballard responded on September 12, 1995,



This request and response are also attached hereto and incorporated
herein.

Accordingly, the Commission finds a prima facie showing has
been made that Ballard failed to file a schedule for certain rates
prior to collecting compensation for service in violation of KRS
278,160,

IT IS THEREFCRE ORDERED that:

1, Ballard shall appear at a hearing scheduled for December
21, 1995, at 1:00 p.m., Eastern Standard Time, in Hearing Room 1 of
the Commission's offices at 730 Schenkel Lane, Frankfort, Kentucky,
to present evidence on the alleged violation of KRS 278,160, and to
show cause why Ballard should not be raguired to make refunds of
compensation collected prior to filing tariffs for those services.

2. Any motion requesting any informal conference with
Commission Staff to consider any matter which would aid 1in the
handling or disposition of this proceeding shall be filed with the
Commission no later than 20 days from the date of this Order.

Done at Frankfort, Kentucky, this 17th day of November, 1995,

PUBLIC SERVICE COMMISSION

WA,
Y/
Vice Chairman

Chairman
ATTEST: éz Z !E y
\ mmissioner

Executive Director




o BALLARD RURAL TELEPHONE COOPERATIVE
\'m\hlw, A L e CORPORATION, INC.
'i e . w Ay Ind and Oltve Street

Ka P O Box 19
LaCenter, Kentuchy 420%-0200

. . ' Telephone (302) 64%-3188
FAX ®  (302) 66%9180

Augus! 23, 1885

Mr. Don Milis

Executive Director

PUBLIC SERVICE COMMISSION
Commonwealth of Kentucky

730 Schenkel Lane

Post Otfice Box 815

Frankfort, Kentucky 40602

Dear Mr. Mills:

Pursuant to 807 KAR 5:011, Section 6, please find enclosed an original and ten
copies of proposed revisions to Baillard Rural Telephone Cooperative, Inc's General
Subscriber Services Tarlfl.  The proposed changes will clarfy our pushbutton
("touchtong”) taritt and its charges to our customers. Tha operative billing element for our
pushbution has been movad from PSC 2, Section Me QOriginal Shests 3 and 4 to PSC 2,
Sectlon M 2nd Revised Sheat 6. This will not constitute & new charge since we have
been providing pushbutton service at the present rale to our customera for a number of
years.

in addition, we have included Baltard's response to the Iinformalion requested by
the Staff In the informal conference held on August 8, 1895. If either the Commission or
the Staff have any more questions concerning the proposed tariff changes or our
response to the Staff's questions please contact me or my staff.

Sincerely,

BALLARD RURAL TELE;’HONE COOPERATIVE CORPORATION, INC.

Harion E. Parker, Manager

Enclosures



GENERAL SUBSCRIBER SERVICES TARIFF

PEC 2
Section M
: 2nd Revised Sheet 6
Ballard Rural Telephone Cooperative cancelling PSC 2
Incorporated Section M

iat Revisad Sheet §

4. Pushbutton Telephone Sexrvice requires special central office
aquipment and will be provided only from central offices where
facllities are avallable

M.6.2 Installation Charge Monthly Rate
1. Resldential - per line no charge $2.50
2 Business - per line no charge $2.50

M.6.3 Conditionns

1. The charges quoted herein are in addition to the regular
monthly rates for the respectivo types of service as provided for
olsewhare in this Taritff.

2. Saervica Connaction Charges apply as set forth {n Section D to
changes from rotary to pushbutteon calling,

M.7.2 General

1. Charge applies to the installation or application of eguipment
for the purpose of tracing of harassing telephone calls to a
customer. The customer shall be required to present a District
Court Order for the above action, The telephone company shall
leoave the equipment in place for a period no more than seven days.
Should a harassing be made during this pericd, the telephone
company shall trace the call and report the results to the properx
authorities for legal handling.

M.7.2 Rates

1. @Service charge to engage malicious trap and trace to verify
call. $ 7.50

2. Additional chargae if emplovee is called out on overtime (night
or weekends) 1.5 times service charge.

gsnu H g ;s 1995 Effective; August 24, 1995
Y‘égZétﬁé:¢ZE£Zééad£§ .
Genera nager

Issuad under authority K.P.S8.C. dated August 24, 1995

{N)
{N)

{D}
(B}



GENERAL SUBSCRIBER SERVICES TARIFF

PSC 2
Ballard Rural Telephone Cooperative Section Mc
Incorporated 1t Revised Original 3
Cancelling PSC 2
Section Mc

Orilqginal Sheet 3

AUXILIARY EQUIPMENT

Mc.l Basic Standare Lease Instruments
Mc.l.1 Basic Standard Lease Instrument Rate is based on a standard
rotary dial 300 type instrument in either the desk or wall model.
This rate applies to main and extensicn instruments leased by the
Cooperative. Other typse of instruments, including those with a
pushbutton or touch-tone dial are limed elsewhera in this Section
of the Tariff.
Mcl.2 Charges for Basic Standard Loase Telephones, are in addition
to Network Access Charges in Section "C" of this tariff.
Mc.1.,3 Charges
Monthly Rates: Business Residenco
Basic 300 Types $ 1.75 $1.50

Mc.2. Petite, Trendline, Outside Phones

Mc.2.1 These telephones are non-standard rotary or tel-~touch design
line telephone

Mc.2.2 Rates

Mc.2.3 The following charges are for rotary dial instrument,
Instruments with pushbutton dial will have other charges applied in
this section of the tariff.

Monthly Rates Business Residence
Petite $ 1.90 $ 1,75
Trendline $ 2.55 $ 2.30
Outside Phone $ 2.00 $1.78

Mc.3 Pushbutton Dial-Single Line Instruments

Mc.3.1 A charge will apply for each main station or extension line
telephone equipped with pushbutton dial.

Mc.3.2 This charge will be in addition to any pushbutton line
charges, extension charges, or special telephone charge.

Iss Augus Effectivae: August 24, 1995
By General Manager
Issued er the autority K.P.8.C. dated August 24, 1995

owouyu



GENERAL SUBSCRIBER SERVICES TARIFF

. PsSC 2
Ballard Rural Telephone Cooperative Section Mc
Incorperataed 1st Revised Original 4

Cancelling PSC 2
Section Mc
Original Sheet 4

Charqges: Monthly Charges
Pushbutton Dial (each Inastrument).......$ 2.50

Mc.4 Color Phones

Mc.4.1 Except for a Black Telephone, there will a One time non-
recurring charge for clors selected other than black

Mc.4.l1 Non-recurring Charge $ 5.00

Mc.5 Weatherproof and Explosive Atmosphere Telephones

Me.5.1 Weatherproof inotruments consist ©f a metal enclosad

Telephone sget for outdoor or explosive atmosphers use and are
;urnished with all classes of service excaept Public and Semi-Public
ervice.

Mc.5.2 Monthly Rates: Business Residence
$ 10.00 $ 9.75

Mc.6 Cordless Telephones

Mc.6.1 A cordless Talephone, 8 a telephone where the
transmitter/receiver can be separated from the base at a distance
of no more than 500 feet. The Cordless Tranamitter/Receiver is
powered by a rechargeable battery, that is recharge by the base of
the Telephone Set. Works with Touch-tone of rotary lines.

Mc.6.2 Moenthly Rates: Business Resldence
Extend-A~Phone EX 1500 $ 11.75 $ 11.50
Royse T-026 $ 7.75 $ 7.50

Mc.7 Hands ¥ree Telephone

Mc.7.1 Hands free telophone service, sometimes called a loud
speaker telephone, is a system whereby one-way and two-way
telephone conversations may take place without holding the
telaphone handset.

Mc.7.2 The monthly rates and installation charges quoted in this
tariff are in addition to the normal monthly rate associated with
the station to which it is connected as well as any service
connection change applicable.

Effective: August 24, 1995
General Manager
dated August 24, 1995




RESPONSE TO STAFF REQUEST DURING INFORMAL CONFERENCE

l.Requeaé:
Provide an explanation and justification for failure to
follow touchtone tariff.
Rezponse:
Ballard RTC, as & result of its research of both Kentucky
Public Service Commission ("Commission") Orders and {ts
existing tariffs on file at the Commiesion, bgliovou that its
current puahbutton ("touchtona') rate is tariffed consistent

TTTTSTTTTTTTT sy —

with Commission's requlations. In addition, Ballard believes

-

that it is charging touchtone rates consistent with its
tariffa. The following narrative provides a background and
explanation for this conclusion.

Prior to deregulation, BHallard leased CPE under its
General Subscriber Service Tariff, PSC 2, Section Mc on file
with the Commission. Ballard charged residential consumers
$1.50 per month for either the rotary or touchtons telsphones.
In leasing the touchtone phone, Ballard included in their
tariff a $2.50 per month charge for touchtons mervice. The

total cost to consumers, for both the sarvice and instrument,

I————

was $4.00 per month. The treatment was similar on the

business side with the exception that a $i.75%5 monthly rate was
charged for the telephone resulted in a total cost to business
of $4.29% per month for touchtone service.

As a result of action initiated by the Federal

Communications Commission, the Commission in the 1960's



totally detariffed CPE. Detariffing was achlievad through
actions taken in two different Administrative Cases . On
Qctobar 4, 1984, the first styp was taken when the Commission
lssued it final Order in Administrative Case No. 237 (Order
attached) detariffing new CPE. The Order gave formal approval
to the accounting and allocation mechaniems that had besn
proposed for each telephone company. After the issvance of
the Order in Adm. Case No., 257, many customers astarted
purchasing their own touchtone phones. They requested

touchtone service from Ballard. Ballard instead of filing a

separate touchtone tariff or changing the rates and

'rlquirnmuntl in Section M, simply provided these customersa

touchtone sarvice pursuant to lts General Services Tariff, PsSC

2, Section Mc, Sheats . and 4.
On September 10, 1985, the KXentucky Public Service

Commission took the second step Iin deregulating CPE when
issued ites Final Order in Administrative Case No. 269 (Order
attachad) dealing with single line CPE . This Order laid cut
the procedures (primarily accounting, billing, and marketing)
that the Indepéndent companies were to follow in the
detariftfing of embedded CPE, The Order required Ballard
Telephone Cooperative Corporation, Inc. ("Ballard"), along
with all other independent local exchange companies, to
unbundle and deregulate the eale and lease of embadded CPE
subject to conditions deascribsd thersin. The Order did not

require the filing or deletion of any tariff elements other



I

than the filing of the marketing plan and tariffs necessary
for the sale of this eguipment. Ballard using the procedure
proscribed in this Order {attached) and other Orders in Adm.
Case No. 265 detariffed lts embedded CPE.

Ballard, consistent with the Orders in Administrative
Cases No. 257 and No.269, did not withdraw or refile PSC 2,
Section Mc, Original Sheets 3 and 4 of its tariff that
included the tariff elements dealing with touchtone service.
The tariff sheet was filed in 1983 and remains con file as an
active tariff with the Commission. Tha tariff language has
not been changed in the ensuing years either voluntarily by
Ballard or by Order of the Commission. In effect, the

-u.._.____—“
touchtone tariff element in Section Mc remains a legal tarif!

——aa m——— o r—

element that requires Ballard to charge customers (business

and raesidential) that use touch tone instruments at $2,.50 per

month fee. Ballard has applied it on an access line basis
}I;;e deregulation of CPE.

The major problem with the %fouchtone charge actually
occurs because of a tariff that was originally filed with the
Commiesion prior to 1983. PSC 2, Section M, lst Revised Sheat
6, M.6.2 contains tariff elements for touchtone service which
are listed at no charge for either residential or businesses.
Though Ballard recognizas the potential inconsistency in the

tariffs, Ballard's position i{s that if f{t had included a

@t ———— e ————

— e

touchtone charge in this section of its tariffs Ballard would

have been £orce in the 19808 to charge ‘some consumers twice

-

3



for touchtone service. Therefore, the potential inconsistency

po——

is really an illusion. Ballard's combination of touchtone

—

"

ariff elements actually results in a rate that has been

fairly and consistently applied to all touchtone users.
Ballard believes that the tariff changes it has filed
this week will clarify its rates for touchtone services. It
will also commit to work with the Commission Staff to delete
from its tariffs obsolete rules and information, plus where
necessary, provide clarifying language in other sections of

its tariffs so that the current situation will not reoccur.



2. Requast: Provide an explanation as to why the Commission's
shouldn't open a proceeding concerning Ballard‘'s
touchtone tariff.

Response:

Ballard does bhellieve that it is in compliance with both
the Statutes and the Commission's Regulationa aa far as it
touchtone tariff is concerned. 1If the Commimsion does not
agree with Ballard's position, the Cooperative dosa conteand
that there are other mitigating circumatances which should be
consldered by the Commission prior to cpening a proceeding
against Ballard.

First, such action would impact the financial condition
of the Cooperative and affect its rotation of capital credits.
Ballard currently has on file with the Commiassion a $%,980,418
Certificate of Convenience and Necessity Case. An adverse
ruling would impact Ballard's revenue just as its revenue
requirements are growing. We eastimate that forcing Ballard to
withdraw i{ts current touchtone charge without any cffsetting
charge or expense would cost it approximately $100,000 per
year. The resulting reduction Iin touchtone rates <¢ould
possibly torce Ballard into f£iling a future rate case. A rate
case would result in substantial costs to the Cooperative that
would provide 1little benefit to either Ballard or its
consumers,

Second, refunds for the years since 1983 would result in

a substantial immediate impact on Ballard's current financial

3



situation. OQur estimates of the revenue impact from touchtone
for. the two and one half years, that we are certain of the

data, is as follows:

1953 3 87,090
1994 95,265
1995 thru June 53,955,
Total $ 236,310

The service has been offered since 1983, but, we have been
unable to recover either the billing determinants or the
revenues figures associated with the service prior to 1993,
Obviously tha total would be much higher if we can find a way
to recover the necessary revenue data. As is shown in Request
No. 3, Ballard has been one of the most aggressive RTC in the
state in rotating capital credits. By the end of 1955 Ballard
willl have rotated capital credits through 1988. Earnings,
which have been greater than necessary to oparate the utility,
have been returned to our consumer/owners. Many of the
consumers, who have been using touchteone service during the
last eleven (ll) years, are recipilents of these same capital
credits. To reguire a refund to these consumers would result
in an unequitable distribution of benefits to these consumers
relative to our other consumers, since they did use and derive
benefits from touchtone service. If a refund is necessary
then it will have to come out of retained earnings which will
of necessity impact our capital credit rotation plans.
Finally, Ballard is & Rural Telephone Cooperative.
Ballard's owners are its consumers. Proceedings which
increase the cost of service will provide little if any

6



benefits because it will have to be paid by those sanme
congumers. In effect a regulatory proceeding will result in

a dead weight loss to consumers,



3. Requeat!

Responsa:

c.
D.

£,

The Commission staff requestsd that Ballard provide
& history of itm capital credits rotations.
Capital credits ware either or will be paid to its
customers in the following manner:

Years from 1963 to 1983,

$3,157149.69 pald on April 258. 1991,

Year of 1986,

$712,706.75 paid on May 4, 19%2
No capital credits were paid in 1993;
Year of 1987,

$3668,711,31 paid on November 18, 1994)

Year of 1998,

$880,448.07 will be paid in December 1885. 'This
was approved by the Board of Directors on August 3,
1995,



CONMMONWEALTH OF KINTUCKY
PUBLIC STRVICE COMMISSION
0 SCHINKIL LANL
POST ORMCE ROX 618
FRANKPORT. KY. 40402
(302 $64:1940

September 7, 199S

Mr. Harlon R. Parker

General Manager

Rallard Rural Telephone
Coopearative Cerporation, Inc.

P.O. DBoxr 209

LaCenter, Rentucky 42056-0209

Daay Mr. Parke:r:

As you are aware, during the coat allocation examination, Jim
Stevens found that & charge of $§2.50 was bheing levied against
subacribera for touchtones service even though Ballard'as tariff
raflected zero as the tariffed rate. The explanation at that time
wag that the com%anz had a $2.50 rental fee for leasad tcuchtons
instrumenta whic ncluded the touchtone service, Afcear the
Company‘s lease business was impactad by deragulation of CPE, the
Company unilaterally bagan charging $2.50 for touchtone sarvice.

In the information submitted by Mr., Jim Sharxpe on beshalf of
Ballaxd, Mr. Sharpes indicated that prior toe deregulation the
Company charged $1.50 per month for either a rotary or touchtone
inetrumant and $2.50 for touchtone service, which totaled $4.00 for
a touchtona inastrumant and service,

Mr. Sharpe’s explanation contradictas the explanation given to
Jim Stevens,. In addition, the tariff does not reflect a §1.50
charga for leamsed touchtona instrumenta. The only tariffed charge
for leased instrumenta for $1.50 is a basic 500 typs rotary
talephone.

Ag a result of this apparent diacrepancy, the ataff would like
to varify through a review of billing records which explanation ia
correact., In order te avoild significant travel time, pleass provide
at least 1% billes or pages of Dbills which subatantiate that
subacribers for leased touchtone instruments ware beaing charged
$1.50 for the inotruments and $2.50 for the touchtone sarvice,

The copien can eithexr be sent to my attention by facaimile at
{502) 564-1582 or expressed mail to the Commission‘s offices.



Mx. Parker
Septombar 7, 199%5
Page 2

If you have any questions plesase call me at (502) S564-3940,
extenaion 445 or Jim Stevens at extenalon 446.

Sincerely,

. :‘_.. o -

Bill Strack, Manager
Talecommunications Branch

BS/kal



BALLARD RURAL TELEPHONE COOPERATIVE

CORPORATION, INC
1nd shd Clive Sireet

P Q. Box 209

LaCunter. Keatuchy 420%0-G2(0

.- . Teiephone 1501 60%-9 186
FAXR # %0 6099180

September 8, 1985
Harion E. Parker
MirDon Mills
Executive Director
Kentucky Public Service Commission RECEIVED

730 Schenkei Lane
PO Box B1E SEP 12 1995

Franklort KY_40602 Diviaion of Financial Analyals
Attn: Mr. Bill Strack

Dear Mr, Miils:

As requested, please find enciosed fiteen (15) copies of customer bills from Ballard RTC
files. | believe that the copies of these bllis will demonstrate that Ballard is continuing to
charge the same rates for the basic touchtone phone and touchtone ssrvice after
deregulation as before. | agree that the 1983 tariff for the telephone Instrument did not
inciude the basic black touchtone telephone, but it was squivaient, so we charged the
same price as for the basic 500 type rotary teiephone. The other telephonas inciuded In
the Mc Section of our tarifls were considered upgrades from basic telephone instruments
so Ballard charged a higher rate. Again, Baliard did not differentiate in its pricing between
touchtone or rotary for the upgraded instruments. The rate for the telaphane instrumaent
whether touchtone or rotary was exactly the same only Ballard charged $2.50 for
touchtons sarvice to those that wanted to use this service.

I hope that this clarifies how Ballard applied its tariff in the 1880's and how It continues
to charge for its unregulated telephones and regulated touchtone service. | would like to
apologize for any misunderstanding on the part of the Commission Staff and to indiucate
that there was no intention on my part to misiead Mr. Stevens. If you have any questions
concerning this response please contact me at 502/885-51886.

Sincerely,

BALLARD RURAL TELEPHONE COOPERATIVE CORPORATION, INC.
}? e

Harlon E. Parker, Manager
HEP:bjr

Enciosures (15)



