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Washington, D.C. 20554

In the Matter of )
)

UPPER PENINSULA TELEPHONE COMPANY ) CCDocketNo.9645
MICHIGAN CENTRAL BROADBAND COMPANY, LLC )

)
Joint Petition for Waiver of the Definition of )
"Stndy Area" Contained in Part 36, Appendix- )
Glossary of the Commission's Rules )

JOINT PETITION FOR STUDY AREA WAIVER

Upper Peninsula Telephone Company ("UPTC") and Michigan Central Broadband

Company, LLC ("MCBC") (collectively, "Petitioners") request waiver of the definition of

"study area" contained in the Appendix-Glossary of Part 36 of the Commission's Rules in

order to divide UPTC's existing 19-exchange Michigan study area (SAC 310732) into a 15-

exchange study area that will continue to be operated by UPTC in the Upper Peninsula of

Michigan and a 4-exchange stndy area that will be operated by MCBC, a subsidiary of

UPTC, in the Lower Peninsula of Michigan. The purpose of this study area boundary

change is to place very different telephone operations serving very different areas under

separate managements and business plans.

Background

UPTC is an incumbent Michigan local exchange carner located at 397 U.S.

Highway 41 North (P.O. Box 86) in the Village of Carney (2008 population: 212) in

Menominee County in the Upper Peninsula of Michigan. UPTCpresently operates, and will

continue to operate, fifteen local telephone exchanges (the Carney, Donken, Drummond
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Island, Faithoffi, Felch, Fence River, Lake Gogebic, Marenisco, Michigamme Forest, North

Land O'Lakes, Rexton, Scott's Point, Smoky Lake, Wallace fu'1d Watson exchanges), all of

which are located in the Upper Peninsula of Michigan. These exchanges serve

approximately 4, I00 access lines in the aggregate.

MCBC is an incumbent local exchange carrier and subsidiary ofUPTC. It is located

at 397 U.S. Highway 41 North (p.O. Box 86) in Carney, Michigan 49812. By Order dated

May 12, 2009, in Case No. U-15786 (Attachment A), the Michigan Public Service

Commission CMichigan PSC") granted MCBC a permanent license to provide basic local

exchange service in four exchanges presently included in UPTC's Michigan study area (the

Amble, Chester, Grace Harbor and Manistee River exchanges). These four exchanges, all

of which are located in the Lower Peninsula of Michigan, serve approximately 1,200 access

lines in the aggregate.

By !Jrder dated July I, 2009 in Case No. U-15939 (Attachment B), the Michigan

PSC approved a proposal by UPTC to disaggregate its Michigan study area for federal

Universal Service Fund CUSF") support purposes into: (I) an Upper Peninsula Property

Zone comprised ofthe fifteen Upper Peninsula exchanges (the Carney, Donken, Drummond

Island, Faithoffi, Felch, Fence River, Lake Gogebic, Marenisco, Michigamme Forest, North

Land O'Lakes, Rexton, Scott's Point, Smoky Lake, Wallace and Watson exchanges); and

(2) a Lower Peninsula Property Zone comprised ofthe four Lower Peninsula exchanges (the

Amble, Chester, Grace Harbor and Manistee River exchanges). This state-approved

disaggregation plan corresponds exactly with the study area boundary change proposed

herein.
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By Order dated August 11, 2009 in Case No. U-l5984 (Attachment C), the

Mich.igan PSC desiguated MCBC as an eligible telecommunications carrier ("ETC") for

purposes ofreceiving federal USF support.

By Opinion and Order dated April 27, 2010 in Case No. U-l6l71 (Attachment D),

the Michigan PSC approved separate total service long run incremental cost studies far

UPTC (for its fifteen exchanges) and for MCBC (far its four exchanges).

UPTC and MCBC are both ultimate subsidiaries of LICT Corporation ("LICT"), a

Delaware holding company whose principal offices are located at 401 Theodore Fremd

Avenue in Rye, New Yark 10580. Other LICT subsidiaries include: (1) Bretton Woods

Telephone Company (which provides teleconununications services in New Hampshire); (2)

California-Oregon Telephone Company (which provides telecommunications services in

northern California and southern Oregon); (3) Central Scott Telephone Company (which

provides telecommunications services in Iowa); (4) CentraCom Interactive (which provides

telecommunications services in central and northern Utah); (5) Cuba City Telephone

Exchange Company and Belmont Telephone Company (which provide teleconununications

services in southwestern Wisconsin); (6) Dunkirk & Fredonia Telephone Company (which

provides telecommunications services in western New Yark State); (7) Giant

Communications, Inc. (which provides competitive telecommunications services in

Kansas); (8) Havilland Telephone Company (which provides telecommunications services

in south central Kansas); (9) Inter-Community Telephone Company (which provides

telecommunications services in southeastern North Dalmta); (10) JBN Telephone Company

(which provides telecommunications services in northeastern Kan.sas); and (11) Western
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New Mexico Telephone Company (which provides telecommunications servIces m

southwestern New Mexico).

COMPLIANCE WITH "ONE PERCENT" CONDITION

UPTC and MCBC certifY that the aggregation of all local telephone exchange

transfers and study area waivers involving them and their subsidiaries and affiliates during

2010 or 3011will not cause a shift in USF cost recovery in an amount equal to or greater

than one percent of the total USF assistance for 2010 or 2011. The most recent Universal

Service Administrative Company ("USAC") annualized projection for Total High Cost

Support for 2010 is $4,534,793,8401 and for 2010 is $4,164,173,6582 As indicated below,

the projected USF impact of the subject transaction is a net increase of $38,017 in the

aggregate High Cost Loop Support, Local Switching Support and Interstate Common Line

Support to UPTC and MCBC. This amount constitutes a minuscule fraction of the

$45,347,938 and $41,641,736 that constitute one percent of the projected High Cost

Support for 2010 and 2011, respectively. Therefore, to the extent that the "one percent"

limitation adopted by the Commission in US West Communications, Inc. and Eagle

Telecommunications, Inc., 10 FCC Red 1771 (1995), remains relevant and applicable, the

subject transaction complies with it.

STUDY AREA WAIVER

In reviewing study area waiver petitions, the Commission employs the following

three-prong standard: (1) the change in study area boundaries must not adversely affect the

1 Universal Service Administrative Company, Federal Universal Service Support Mechanisms Fund Size Projections/or the Fourth

Quarter 2010 (August 2,2010), at Appendix He02.
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Universal Service Fund; (2) no state connnission having regulatory authority over the

transferred exchanges may oppose the transfer; and (3) the transfer must be in the public

interest. US West Connnunications, Inc, and South Central Utah Telephone Association,

Inc., 9 FCC Red 198 (1993).

Universal Service Fund. UPTC sought and received Michigan PSC approval of its

plan to disaggregate its existing Michigan study area (SAC 310732) into a 15,exchange

Uppet' Peninsula Property Zone and a 4,exchange Lower Peninsula Property Zone in order

to eliminate or minimize any impact upon USF support with respect to the proposed study

area boundary change. The Upper Peninsula Property Zone approved by the Michigan PSC

has the exact same exchanges and boundaries as the proposed continuing UPTC study area,

while the Lower Peninsula Property Zone has the exact same exchanges and boundaries as

the proposed new MCBC study area.

As indicated in the attached USF impact study (Attachment E), UPTC's existing

Michigan study area will receive a total of $3,812,213 in federal High Cost Support for

Calendar Year 2011, which will consist of $1,312,888 in High Cost Loop support ("HCL"),

$1,141,640 in Interstate Connnon Line Support ("ICLS") and $1,357,685 in Local

Switching Support ("LSS"). If the proposed study area boundary exchange were in effect

during Calendar Year 2011, the proposed modified 15,exchange UPIC study area would

receive a total of $3,139,330 in federal High Cost Support for that year ($1,239,270 of

HCL, $909,619 ofICLS and $990,441 ofLSS), while the proposed new MCBC study area

2 Universal Service Administrative Company, Federa! Universal Service Support Mechanisms Fund Size Projectionsjor the First

Quarter 20] I (November 2, 2010), at Appendix HeOZ.
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would receive a total of $803,218 in federal High Cost Support for the year ($183,820 of

HCL, $212,900 of lCLS and $406,498 of LSS). Overall, the revised UPTC study area and

the new MCBC study area would receive a combined total of $3,942,548 in federal High

Cost Support for Calendar Year 2011, or $130,335 more than will be actually received by

the existing 19-exchange UPTC study area. This $130,335 difference is comprised of a

$110,202 increase in HCL, a $19,121 decrease in lCLS, and a $39,254 increase in LSS.

The HCL increase appears to result from the fact that the new UPTC and MCBC study

areas would not trigger the corporate operations expense cap.

UPTC and MCBC submit that the apparent $130,335 increase in aggregate High

Cost Support is de minimis, and that the USF program will not be adversely impacted by the

proposed study area boundary change.

State Commission Approval. The Michigan PSC is the only state commission

having regulatory authority over the existing 19-exchange UPTC Michigan study area, the

proposed modified IS-exchange UPTC Michigan study area, and the proposed new

MCBC Michigan study area.

The Michigan PSC has previously conducted proceedings and issued orders

approving: (l) the disaggregation of UPTC's existing Michigan study area into zones

identical to the proposed modified UPTC Michigan study area and the proposed MCBC

Michigan study area (Attachment B); (2) the grant of a permanent license to MCBC to

provide basic local exchange service in the four exchanges of its proposed Michigan study

area (Attachment A); and (3) the designation ofMCBC as an ETC for purposes of receiving

federal USF support (Attachment C).
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The Michigan PSC has indicated to UPTC and MCBC that it will file comments

with respect to the present petition, wherein it will expressly state whether it supports or

objects to the Commissiou's grant of the present study area waiver.

If the Bureau desires earlier confi=ation of the Michigan PSC's position, UPTC

and MCBC will attempt to obtain a letter from the Michigan PSC stating that it does not

object to the proposed study area waiver.

Public Interest Benefits. The Upper Peniusula of Michigan is a logging and

tourist area that contains almost one-third of the land area of Michigan, but only about three

percent (3.0%) of its population. It is very different economically, demographically and

culturally from the industrial and agricultural areas of the Lower Peninsula. In fact, the

Upper Peninsula has periodically been subject to proposals (as recently as the 1970s) that it

secede from Michigan and join the Union as the fifty-first state of Superior.

UPTC has found it increasingly difficult to serve the very different Upper Peninsula

and Lower Peninsula portious of its service area. Customers are engaged iu significantly

different activities, and have differing service requirements and desires. The climates,

terrains and population densities of the two areas differ, and result in significantly different

loop and other cost characteristics. The local economies are very different, and could be

more efficiently served by different telecommunications networks and rate structures.

UPTC has dete=ined that a corporate reorganization, and the splitting of its

Michigan exchange areas into separate Upper Peninsula and Lower Peninsula entities will

"best enable the service in both areas to be improved over the long run. It is possible that

one or both of the more geographically integrated entities will be attractive to unrelated
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entities. However, even if neither entity is sold to a third party, separately operated and

managed Upper Peninsula and Lower Peninsula entities can more efficiently and effectively

upgrade their networks, obtain the loans and other financing necessary for such upgrades,

and provide the service packages and rate plans necessary to satisfY the service needs and

economic circwnstances of their very different customer bases.

CONCLUSION

Petitioners have met their burden of proving that the proposed study area boundary

waiver: (a) will not adversely affect the Universal Service Fund; (b) is not opposed by the

only state commission that has regulatory authority over the subject Michigan study areas;

and (c) will be in the public interest Therefore, the Bureau is respectfully requested to

waive its frozen study area boundaries to allow the existing 19-exchange UPTC Michigan

study area to be divided into a modified 15-exchange UPTC study area serving the Upper

Peninsula of Michigan and a new 4-exchange MCBC study area serving the Lower

Peninsula of Michigan.

Respectfully submitted,
UPPER PENINSULA TELEPHONE COMPANY
MICHIGAN CENTRAL BROADBAND COMPANY, LLC

Cl ~c::' l7 I
By /~2V_"'A__( \l~ ',""lr? ~:,_

" 1","., ,.... P" /,P"-''''

erhard J Dufty /J \ '///fJIJ t/ ,..- V

Blooston, Mordkofsky, Dickens, Dufty & Prendergast, LLP
2120 L Street, NW, Suite 300
Washington, DC 20037
Phone: 202-659-0830
Fax: 202-828-5568
Dated: December 29,2010
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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* * * * *

In the matter of the application of
MICHIGAN CENTRAL BROADBAND
COMPANY, LLC, for a license to provide
basic local exchange service.

)
)
)
)
)

Case No. U-I5786

At the May 12, 2009 meeting ofthe Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. Orjiakor N. Isiogu, Chairman
Hon. Monica Martinez, Commissioner
Hon. Steven A. Transeth, Commissioner

ORDER

On February 3, 2009, Michigan Central Broadband Company, LLC, (Michigan Central) filed

an application, under the Michigan Telecommunications Act (MTA), MCL 484.2101 et seq., for a

license to provide basic local exchange service in the Amble, Chester, Grace Harbor, and Manistee

River exchanges currently served by Upper Peninsula Telephone Company, and the areas in which

AT&T Michigan or Verizon North Inc. and Conte! of the South, Inc., d/b/a Verizon North

Systems, are the incumbent local exchange carriers. The Commission granted Michigan Central a

temporary license on March 18,2009.

At a heaTing on April 7, 2009, Michigan Central presented the testimony and exhibits of David

R. Thomas, President and General Manager. A second hearing was held on April 21, 2009, to

address a notice issue. At the close ofthe hearing, the parties waived compliance with Section 8I

of the Michigan Administrative Procedures Act, MCL 24.28 1.



After a review of the application and testimony, the Commission finds that approval ofthe

application is in the public interest. On numerous occasions, the Commission has found that

competition can be advantageous to the citizens ofthis state. Approval ofthe request for a license

to provide basic local exchange service will expand the opportunities for competition.

Accordingly, the application is approved. The grant of a license is conditioned on full compliance

with the provisions of the MTA, as well as the anti-slamming procedures adopted in Case

No. U-11900 and the number reclamation process adopted in Case No. U-12703. Failure to

comply fully may result in revocation ofthe license and other penalties. The grant of a license is

conditioned upon the provision of service to customers within a reasonable time. Failure to do so

may result in revocation ofthe license. Finally, the Commission notes that any numbers obtained

by the applicant are a public resource and are not owned by the applicant. If the applicant fails to

provide service or goes out ofbusiness, any numbers assigned to it are subject to reclamation.

THEREFORE, IT IS ORDERED that:

A. Michigan Central Broadband Company, LLC, is granted a license to provide basic local

exchange service in the Amble, Chester, Grace Harbor, and Manistee River exchanges currently

served by Upper Peninsula Telephone Company, and the areas in which AT&T Michigan or

Verizon North Inc. and Contel of the South, Inc., d/b/a Verizon North Systems, are the incumbent

local exchange carriers.

B. Michigan Central Broadband Company, LLC, shall provide basic local exchange service in

accordance with the regulatory requirements specified in the Michigan Telecommunications Act,

MCL 484.2101 et seq., including the number portability provisions ofMCL 484.2358, the anti-

slamming procedures adopted in Case No. U-11900, and the number reclamation process adopted

in Case No. U-12703.
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C. Before commencing basic local exchange service, Michigan Central Broadband Company,

LLC, shall submit its tariff reflecting the services that it will offer and identifYing the exchanges in

which it will offer service.

The Commission reserves jurisdiction and may issue further orders as necessary.

Any party desiring to appeal this order must do so by the filing of a claim of appeal in the

Michigan Court of Appeals within 30 days ofthe issuance of this order, under MCL 484.2203(12).

MICHIGAN PUBLIC SERVICE COMMISSION

Orjiakor N. Isiogu, Chairman

Monica Martinez, Commissioner

Steven A. Transeth, Commissioner

By its action of May 12, 2009.

Mary Jo Kunkle, Executive Secretary
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PROOF

STATE OF MICHIGAN )

County of Ingham )

OF SERVICE

Case No. U-15786

Mignon Middlebrook being duly sworn, deposes and says that on May 12, 2009 AD. she

served a copy of the attached Commission orders by first class mail, postage prepaid, or by

inter-departmental mail, to the persons as shown on the attached service list.

Mignon Middlebrook
Mignon Middlebrook

Subscribed and sworn to before me
this 12th day of May 2009

Sharron A. Allen
Notary Public, Ingham County, MI
My Commission Expires August 16, 2011



Sharon L, Feldman
Michigan Public Service Commission
6545 Mercantile Way, Suite 14
Lansing MI 48911

Michigan Central Broadband Company, LLC
David R. Thomas
President & General Mgr.
397US41N
Carney M148912~0086

Service U~15786

Steven D. Hughey
Michigan Dept. of Attorney General
Public Service Division
6545 Mercantile Way, Suite 15
Lansing MI 48911

Michael C. Rampe
Miller Canfield Paddock & Stone PLC
1 E. Michigan Avenue, Suite 900
Lansing MI 48933
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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* * * ;]< *

In the matter oflhe petition of
UPPER PENINSULA TELEPHONE COMPANY
requesting Commission approval of a Path 2
disaggregation plan pursuant to 47 CFR 54.3 15.

)
)
)
)
)

Case No. U-I5939

At the July 1,2009 meeting ofthe Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. Orjiakor N. Isiogu, Chairman
Han. Monica Martinez, Commissioner
Han. Steven A. Transeth, Commissioner

ORDER

On April 6, 2009, Upper Peninsula Telephone Company (UPTel) filed a request pursuant to

Section 201 of the Michigan Telecommunications Act (MTA), MCL 484.2201, and 47 CFR

54.315 seeking approval of UPTel's universal service fund (USF) support disaggregation plan.

UPTel seeks to change its disaggregation election from the option provided for in 47 CFR

54.315(b) (Path 1) to the option provided for in 47 CFR 54.315(c) (Path 2).

On May 5, 2009, the Commission's Executive Secretary issued a letter directing UPTel to

provide a notice of opportunity to comment to a list of current Michigan eligible

telecommunications carriers (ETC). Comments were due by June 4,2009. No comments were

filed.

UPTel is a rural incumbent local exchange carrier (lLEC) and an ETC that receives federal

USF support for its operations in Michigan. 47 CFR 54.315 required all rural ILECs to elect a



disaggregation path for USF support on or before May 15,2002. UPTel chose Path 1, which is for

carriers who are not disaggregating and targeting high-cost support. At the expiration of a four-

year period from the date of election, a rnral ILEC may choose to change from Path 1 to Paths 2

or 3. UPTel's Path 1 election has been in place for more than fonr years. UPTel's disaggregation

and targeting plan is snbject to the Commission's approval. 47 CFR 54.315(c)(3).

UPTel provides local exchange service in 15 exchanges located in the Upper Peninsula, and

four exchanges located in the Lower Peninsula. UPTel requests to switch to Path 2 in order to

disaggregate the two peninsulas for purposes of federal support. UPTel has recently undergone

corporate reorganization, as described in the Febrnary 3, 2009 license application filed by

Michigan Central Broadband Company, LLC (MCBC), in Case No. U-15786. MCBC is a

snbsidiary of UPTel that will serve the Lower Peninsula zone. Meredith Affidavit, p. 4. MCBC

received a license to provide basic local exchange service on May 12,2009, in Case No. U-15786.

UPTel will continue to serve the Upper Peninsula zone.

UPTel's application is accompanied by an affidavit from Douglas D. Meredith, a

telecommunications consultant to rnra1 ILECs, employed by John Staurnlakis, Inc. The affidavit

describes UPTel's Path 2 disaggregation plan and compliance with the requirements of 47 CFR

54.315.

The Commission finds that the application should be approved. Disaggregation will allow

these two carriers to receive USF support targeted to the particular area that each serves.

THEREFORE, IT IS ORDERED that Upper Peninsula Telephone Company's petition for

approval of its Path 2 disaggregation plan is granted.

Page 2
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The Commission reserves jurisdiction and may issue further orders as necessary.

Any party desiring to appeal this order must do so by the filing of a claim of appeal in the

Michigan Court ofAppeals within 30 days of the issuance of this order, under MCL 484.2203(12).

MICHIGAN PUBLIC SERVICE COMMISSION

I "i'd~:Z:.~?~~;L .,-
"~.::.-::':-~'"."._,-"-"'_ ..,._-- ~. ~-

Orjiakor N. Isiogu, Chairman

Monica Martinez, Commissioner

Steven A. Transeth, Commissioner

By its action of July 1,2009.

Mary Jo Kunkle, Executive Secretary
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PROOF

STATE OF MICHIGAN

County of Ingham

OF SERVICE

Case No. U-15939

Mignon Middlebrook, being duly sworn, deposes and says that on July 1, 2009,

A.D. she served a copy of the attached Commission Order by first class mail,

postage prepaid, or by inter-departmental mail, to the person(s) as shown on the

attached service list(s).

MI,9non Digitally signed by Mignon
Middlebrook

• DN: cn=Mignon Middlebrook,

Middlebrook ,"US,o"MPSC
Date; 2009.07.0210:45:57 -04'00'

Mignon Middlebrook

Subscribed and sworn to before me
this 151 day of July 2009

2009.07.02
11 :28:36 -04'00'

Sharron A. Allen
Notary Public, Ingham County, MI
My commission expires August 16, 2011
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Service List - Case No. U-15939

Michael C. Rampe
Miller Canfield Paddock & Stone PLC
1 E. Michigan Avenue
Suite 900
Lansing MI 48933

Upper Peninsula Telephone Company
Calvin Matthews
397 US 41 N
P.O. Box 86
Carney MI 49812
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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* * * * *
In the matter ofthe application of )
MICHIGAN CENTRAL BROADBAND COMPANY, )
LLC, for designation as an eligible )
telecommunications carrier pursuant to )
Section 214(e)(2) of the Communications Act of )
1934, as amended. )

)

Case No. U·15984

At the August II, 2009 meeting of the Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. Orjiakor N. Isiogu, Chairman
Hon. Monica Martinez, Commissioner
Hon. Steven A. Transeth, Commissioner

ORDER

On May 26, 2009, Michigan Central Broadband Company, LLC (MCBC) filed an application,

pursuant to Section 214(e)(2) of the federal Communications Act of 1934,47 USC § 214(e)(2), for

designation as an eligible telecommunications carrier (ETC) for purposes ofnniversal service fund

(USF) support.

MCBC requests that the Commission enter an order immediately designating it as an ETC for

purposes of high cost and lifeline/linkup support in the rural rate centers of Amble, Chester, Grace

Harbor, and Manistee River. In the May 12, 2009 order in Case No. U·15786 the Commission

granted MCBC a permanent license to provide basic local exchange service in these exchanges.

MCBC is a subsidiary of Upper Peninsula Telephone Company (UPTel), and is in the process of

acquiring the assets currently used by UPTel to provide local exchange service in these rate



centers. UPTel has previously been designated an ETC in these rate centers. However, ETC

designation is not a transferable asset. MCBC asserts that the Commission may act on its

application without the necessity of a public hearing.

After reviewing MCBC's application, the Commission finds that it should be granted.

MCBC's ETC designation will allow customers in these rural areas to have continued service

during the transition from UPTel to MCBC. The application is granted on condition that MCBC

comply with enhanced service requirements, as required by the FCC Report and Order 05-46, CC

Docket 96-45, and the Commission's October 18,2005 order in Case No. U-14530. This approval

is for the remainder of2009 and 2010. MCBC is required to re-app1y to the Commission for ETC

designation in 2010, and thereafter.

The Commission concludes, as it did in its November 20,2001 order in Case No. U-13145,

that it need not solicit comment, which would only further delay action on the application.

TI-ffiREFORE, IT IS ORDERED that the application filed by Michigan Central Broadband

Company, LLC, for designation as an eligible telecommunications carrier for purposes of

universal service fund support is granted.

The Commission reserves jurisdiction and may issue further orders as necessary.

Page 2
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Any party aggrieved by this order may file an action in the appropriate federal District Court

pursuant to 28 USC 1331.

MICHIGAN PUBLIC SERVICE COMMISSION

I-A),
_ ..~-~~.~
Orjiakor N. Isiogu, Chairman

Monica Martinez, Commissioner

Steven A. Transeth, Commissioner

By its action ofAugust 11, 2009.

Mary Jo Kunkle, Executive Secretary
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PROOF

STATE OF MICHIGAN )

County of Ingham

OF SERVICE

Case No. U-15984

Mignon Middlebrook being duly sworn, deposes and says that on August 11,2009 A.D. she

served a copy of the attached Commission orders by first class mail, postage prepaid, or by

inter-departmental mail, to the persons as shown on the attached service list.

MI"9non Digitally signed by Mignon
M;ddl,bmck
ON: cn=Mignon Middlebrook c=US

MI"ddiebrook email=middlebrookm@michigan.go~
Date: 2009.08.12 14:05:33 -04'00'

Mignon Middlebrook

Subscribed and sworn to before me
this 11th day of August 2009

Lisa Felice
Notary Public, Eaton County, MI
As Acting in Ingham County
My Commission Expires April 15, 2014



Service List U-15984

Michigan Central Broadband Company, LLC
David R. Thomas, President & General Mgr.
397 US 41N
Carney MI 48912-0086

Michael C. Rampe
Miller Canfield Paddock & Stone PLC
1 E. Michigan Avenue
Suite 900
Lansing MI 48933
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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* * * * *

In the matter ofthe application of
UPPER PENINSULA TELEPHONE COMPANY,
and MICHIGAN CENTRAL BROADBAND
COMPANY for approval oftheir total service
long run incremental cost studies.

)
)
)
)
)
)

Case No. U-16171

At the April 27, 2010 meeting of the Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. Orjiakor N. Isiogu, Chairman
Hon. Monica Martinez, Commissioner
Hon. Greg R. White, Commissioner

OPINION AND ORDER

On January 29,2010, Upper Peninsula Telephone Company (UPTel) and the Michigan

Central Broadband Company (MCBC) (collectively, UPTeVMCBC) filed an application

requesting Commission approval of their respective total service long run incremental cost

(TSLRIC) studies. UPTellMCBC submitted with tbeir application the testimony of Douglas M.

Meredith in support of the cost studies.

In the application, UPTellMCBC state that the most recent TSLRIC study was approved for

UPTel in the Commission's March 18,2008 order in Case No. U-14781. Atthetime of the filing

of the present application, the requisite two years had not yet passed before filing a new cost case.

These companies state that this filing results from a fundamental change in circumstance arising

out ofthe corporate reorganization ofUPTeJ. That reorganization saw the creation ofMCBC as a



separate entity and the transfer of certain exchanges and assets from UPTel to MCBC so that the

latter would provide service to the 4 exchanges located in the lower peninsula, and UPTel would

continue to serve the 15 exchanges located in the upper peninsula.

On February 8, 2010, the Commission issued an order setting a schedule for a prehearing

conference and the filing of comments and reply comments. On February 18, 2010, a prehearing

conference was held before Administrative Law Judge Mark E. Cummins (ALl), who entered a

protective order and set a discovery deadline. The transcript reflects that in addition to

UPTellMCBC, representatives for the Commission Staff (Staff) and Verizon North, Inc., Contel of

the South, Inc., d/b/a Verizon North Systems, and Verizon Wireless (collectively Verizon)

appeared. AT&T Michigan had filed a notice of intent to participate, but its attorney notified the

ALJ that AT&T Michigan would not appear at the hearing and did not oppose the motion to enter

a protective order.

On March 15,2010, the Commission received comments from AT&T Michigan and the Staff.

On AprilS, 2010, the Commission received reply comments from UPTellMCBC and the Staff.

AT&T Michigan states that in Case No. U-14781, UPTel's previous cost study, AT&T

Michigan recommended a series of adjustments that would have reduced the reciprocal

compensation rate by at least half. AT&T Michigan argues that few if any ofthe deficiencies that

AT&T Michigan found in the previous cost study were corrected in the cost studies submitted in

this proceeding. In AT&T Michigan's view, these cost studies do not comply with TSLRIC

standards for reasons argued in Case No. U-14781.

AT&T Michigan argues that the purpose of filing these cost studies, the reorganization ofthe

company, does not explain why there two different cost studies are needed for the related

companies. It argues that the cost study approved in Case No. U-14781 could have been used by
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both companies "at least until there was some fundamental change in costs." AT&T Michigan

asserts that there was no obligation triggered by the separation of the two operations, or the cost

studies would have needed to be approved before that event. Moreover, AT&T Michigan argues,

the costs do not appear to be dramatically different between the two service areas. Given this set

of circumstances, AT&T Michigan argues, it is not clear why UPTel caused the Commission and

the industry to incur the costs related to this case.

AT&T Michigan further argues that UPTel has overestimated the percentage of switching

costs that are traffic-sensitive, has used out-dated switch cost data from 2000 with no adjustment

to reflect the decrease in costs over the last decade, and used an out-dated cost model to support its

loop design. AT&T Michigan asserts that the CopperCom switches that UPTellMCBC model for

this case are no longer available for purchase. AT&T Michigan argues that logic dictates that

'manufacturer-discontinued equipment cannot be considered "forward-looking." AT&T Michigan

recommends that the Commission reject the studies as filed.

The Staff disagrees with AT&T Michigan's assertion that filing ofbiftlrcated TSLRIC studies

in this proceeding is inappropriate. Rather, the Staff asserts, the filings were a proactive choice to

address possible concerns thatthe cost studies approved in Case No. U-14781 may not accurately

represent the costs of the two individual companies. The Staff notes the Commission's

determination in Case No. U-14781 that rural incumbent local exchange carriers cannot be

presumed to have similar costs, thus supporting its direction to each individual company to file a

compliance cost study to reflect its own costs within the approved cost model. And, although the

statute does not require a new cost study be filed upon a corporate reorganization, the Staffnotes,

the act does not prohibit such a filing. In the Staff's view, the reorganization explained by
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UPTelIMCBC is a fundamental change that permits a new cost study within two years, and the

TSLRIC studies were appropriately bifurcated and filed for Commission review and approval.

As to issues raised by AT&T Michigan in Case No. U-14781, which AT&T Michigan argues

were not corrected in the current studies, the Staff responds that the Commission rejected those

arguments in the prior case. There is no need for these companies to comply with issues rejected

by the Commission.

The Staff argues that these cost studies reflect a simple bifurcation of a currently approved

cost study. The Staff approves ofthis approach. It argues that this proceeding is merely a

mechanical, mathematical bifurcation of the already approved compliance filing. The Staff

recommends that the Commission approve the filed individual studies for UPTelIMCBC without

changes.

Reply comments filed by UPTellMCBC reflect these companies' desire to present a straight-

forward and non-controversial cost study filing. They argue that AT&T Michigan merely rehashes

arguments that were raised in Case No. U-14781. Further, these parties argue that the previous

case was "a lengthy proceeding in which all issues received vigorous advocacy." UPTelIMCBC

reply comments, p. 3. That previous case has been through the appellate process, being ultimately

dismissed by a stipulation of the parties. UPTelIMCBC state that they are not attempting to

relitigate issues considered in Case No. U-14781. Rather, they state, they have used the previously

approved study to produce individual studies for the separate entities serving separate areas.

These parties argue that AT&T Michigan seems to assume that the two entities could have

relied upon the one, previously-approved cost study, rather than initiate this proceeding. Although

UPTel/MCBC do not necessarily disagree with AT&T Michigan's position on this issue, it states

that MCBC is a new entity without a currently approved cost study. As such, it would be open to
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questions concerning whether its key rates comply with TSLRIC principles. Therefore, these

parties argue, they took the conservative approach and filed for approval of the bifurcated cost

study.

UPTeliMCBC next address AT&T Michigan's argument that the studies are not compliant

with TSLRIC principles because CopperCom no longer produces the switches modeled in the

studies. These parties argue that AT&T Michigan's argument lacks merit. They state that the

principle requires "technology ... should be the least-cost, most efficient technology that is

currently available for purchase." However, they state, AT&T Michigan does not assert that

softswitches are no longer available, only that a particular model is no longer available. The

requirement does not refer to a particular vendor, but to a technology. UPTellMCBC argue that

softswitches are available from a number of other companies, including MetaSwitch and Taqua.

UPTeliMCBC state that they would not object to a Commission finding that the cost study

approved in Case No. U-14781 applies to both companies. However, they assert that individual

studies would be preferable.

The Commission finds that the studies submitted by UPTel/MCBC should be approved

without modification. These studies are merely a bifurcation of a previously approved study. The

issues over which AT&T Michigan finds fault are rejected. The Commission has already stated its

preference for individual cost studies even for small rural companies. The reorganization that

UPTel went through is sufficient change in circumstance to permit the early filing of a cost study.

The technology included in the cost study is forward-looking even if the particular model may not

be available. AT&T Michigan did not address whether the cost for currently available models

would be any different than those assumed for purposes ofthese studies.
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THEREFORE, IT IS ORDERED that the cost studies submitted by Upper Peninsula Telephone

Company and the Michigan Central Broadband Company are approved as filed.

The Commission reserves jurisdiction and may issue further orders as necessary.

Any party desiring to appeal this order must do so by the filing of a claim of appeal in the

Michigan Court ofAppeals within 30 days ofthe issuance ofthis order, under MCL 484.2203(12).

MICHIGAN PUBLIC SERVICE COMMISSION

Orjiakor N. Isiogu, Chairman

Monica Martinez, Commissioner

Greg R. White, Commissioner

By its action ofApril 27, 201O.

Mary Jo Kunkle, Executive Secretary
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STATE OF MICHIGAN )

County of Ingham

OF SERVICE

Case No. U-16171

Mignon Middlebrook being duly sworn, deposes and says that on April 27, 2010 A.D. she

served a copy of the attached Commission orders by first class mail, postage prepaid, or by

inter-departmental mail, to the persons as shown on the attached service list.

Digitally signed by Mignoo

M. Middlebrook
I9non DN: cn=Mignon Middlebrook,

c=US

Middiebra0 k ~~vail~middlebfDDkm@miChigan
Dale: 2010,04.29 08:19:56 -04'00'

Mignon Middlebrook

Subscribed and sworn to before me
This 27th day of April 2010

c~f2f~
Gloria Pearl Jones
Notary Public, Ingham County, MI
My Commission Expires June 5, 2016
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County of Ingham
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served a copy of the attached Commission Order (Commission's Own

Motion) via e-mail transmission, to the persons as shown on the attached
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Upper Peninsula Telelphone Company
Study Area Waiver

USF Impact Summary

Based on 2009 lnterstate Cost Study

21 September 2010

Separate Study Areas
U:lr program Lurrent :3IUOy Area UIHerence

High Cost Loop Support

Base Support $ 1,428,603 $ 1,239,270 $ 183,820 $ 1,423,090 $ (5,513)

Corporation Operations Cap $ (115,715) $ $ $
TOTAL High Cost Loop Support $ 1,312,888 $ 1,239,270 $ 183,820 $ 1,423,090 $ 110,202

Interstate Common line Support $ 1,141,640 $ 909,619 $ 212,900 $ 1,122,519 $ (19,121)

local Switching Support $ 1,357,685 $ 990,441 $ 406,498 $ 1,396,939 $ 39,254

TOTAL All USF Programs $ 3,812,213 $ 3,139,330 $ 803,218 $ 3,942,548 $ 130,335
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