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BEFORE THE PUBLIC UTILITIES COMMISSION OF T%%%’ ATE OF COLORADO

Docket No. 98M-147T

REGARDING THE ADMINISTRATION OF THE COLORADO HIGH COST FUND
AND THE ADOPTION OF A PROXY COST MODEL

STIPULATION AND SETTLEMENT AGREEMENT

This Stipulation and Settlement Agreement (“Agreement” or “2003 Agreement”) is
entered into by and among Qwest Corporation (“Qwest”), AT&T Communications of the
Mountain States, Inc. (“AT&T”), WorldCom, Inc. (‘Y‘WorldCom”), the Colorado Office of

Consumer Counsel (“OCC”), and the Staff of the Colorado Public Utilities Commission (“‘Staff”)
(collectively “Parties”). CenturyTel of Colorado, Inc. d/b/a CenturyTel (“CenturyTel”), Citizens
Telecommunications Company of Colorado (“Citizens”), and the Colorado Telecommunicatioﬁs
Association (“CTA”) are not signatories to this Agreement. Counsel for CenturyTel and the
CTA have been contacted and state they have no objection to approval of this Agreement by the
Commission. Counsel for Citizens has been contacted and states that they take no position on
this Agreement or its approval by the Commission. Counsel for WorldCom has authorized
- Staff’s counsel to sign on WorldCom’s behalf.

This Agreement sets forth the teﬁns and conditions by which the Parties have mutually
agreed to resolve certain issues in the above-captioned docket.

RECITALS

A. All the Parties to this Agreement are participants in the Colorado Public Utilities

Commission’s (“Commission”) proceeding to adopt a cost proxy model for Part I of the
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Commission’s High Cost Support Mechanism and Procedures for Administering the Colorado

High Cost Fund, 4 CCR 723-41, otherwise known as Docket No. 98M-147T. The purpose of the
proceeding is to investigate and adopt a permanent cost proxy model to be used to determine
state high cost funding for certain providers of local exchange telecommunications serviée.

B. On July 2, 2002, Decision No. R02-75 8-I, the Commission approved a Stipulation
and Settlement Agreement (“2002 Stipulation”) entered into between the aforementioned parties.
Pursuant to the terms of the 2002 Stipulation, the Parties agreed to the amount of Qwest’s 2003
calendar year funding from the Colorado High Cost Support Mechanism (“CHCSM”), and the
cost model used to determine that amount. The purpose of the 2003 Stip}ilation is to address the
same issues for the 2004 calendar year.

C. Staff has been reviewing the input data used for the FCC synthesis model which,
pursuant to the 2002 Stipulation, was used to calculate Qwest’s 2003 CHCSM funding. This
review raised a number of questions including, but not limited to, whether customer specific
location data is correct in the FCC’s model, and whether other data may be stale or otherwise
Inaccurate.

D. On July 2, 2003, Staff, the OCC, Qwest, AT&T, and WorldCom met to discuss
continued use of the FCC’s model or an alternative approach suggested by Staff. Rather than
continue to use the FCC synthesis model, Staff suggested to the parties that the “Average Cost
Per Line” contained in the Commission Work Papers (Excel Workbook , File 99A
577TworkPapers_xls.zip), Docket No. 99A-577T, posted on the Commission’s Web Site,
attached hereto as Exhibit A, be used as a proxy cost for developing the Qwest year 2004

. CHCSM support. By using these average cost per line results, consistency will be established
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between the payment of high cost amounts and the loop costs that the Commission approved for
Qwest in Docket No. 99A-577T.

E. In Docket Nos. 03A-311T and 97A-540T, on July 23, 2003, Qwest, Staff and the
OCC filed with the Commission an application requesting that the Commission approve a
Stipulation and Settlement Agreement which would result in the complete elimination of
Exchange Zone Increment Charges (“Zone Charges™). The Commission approved the Zone
Charge Stipulation and Agreement in Decision No. C03-0842 (mailed July 30, 2003) stating that,
subject to certain caveats, the effect of the Commission current CHCSM rules! will increase the
size of the fund, effective April 1, 2004.

F. Using the calculation process specified in the Commission’s Rules with the use of
the average line costs from Docket No. 99A-577T, with the Qwest 2002 benchmark revenues
and 2002 line counts, Staff developed a proposed CHCMS amount of $66,676,388 annually.

The results of this calculation process are attached hereto as Confidential Exhibit'B.

G. As a comparison, Staff also computed the Qwest CHCSM requirement using the’
approach that developed the 2003 Qwest CHCSM amoﬁnt, which resulted in a $67,416,434
CHCMS amount to Qwest if use of the FCC synthesis model continues. Considering the small
difference that is produced by the two approaches ($740,046), the Parties agree that consistency
with the results from Docket No. 99A-577T would allow a better comparison of CHCSM
funding by wire center to the costs adopted by the Commission in Docket No. 99A-577T.

H. Based on the above, the Parties agree to the terms set forth below for the purpose

of éalculating the Colorado High Cost Administration Fund for the year 2004,
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L The Parties believe that this Agreement is in the public interest, as more fully

explained below.

AGREEMENT

- WHEREFORE, the Parties agree and stipulate as follows:

1. Average Loop Costs. Without endorsing the FCC’s model or its inputs or

endorsing the use of the HAI Consulting, Inc.’s 5.2 model (“HAI 5.2 model”), the Parties agree
to recommend that the Commission adopt the average loop costs from Docket No. 99A-577T,
using Qwest’s 2002 line counts and revenue benchmarks for the calculation of the calendar year

2004 Colorado High Cost Administration Fund.

2. 2004 CHCSM Funding. Adopting this methodology will result in CHCSM

funding to Qwest in the amount of $66,676,388 for calendar year 2004.

3. Limitation to Calendar Year 2004. The Parties agree that the proposal outlined in
Paragraphs 1 and 2 above is applicable only to calendar year 2004 High Cost Fund distribution.

4. Continuing Cooperation. The Parties agree to continue to work to gether

throughout the remainder of calendar year 2003 and 2004 to continue to refine the process for
developing calendar year 2005 Qwest CHCSM amounts.

5. - 2005 CHCSM. In the event that the Parties® refinements result in a model
acceptable to all parties, the Parties will recommend adoption of the refined model to the
Commission for use in calendar year 2005. In the event that the Parties are unable to reach

agreement on modifications to the model and inputs, including modifications to any FCC model

" Rules Prescribing the High Cost Support Mechanism and Prescribing the Procedures for the Colorado High Cost
Adniinistration Fund, 4 CCR 723-41.

% See Confidential Attachment A hereto.
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developed after FCC model version 2.6, or refinements to the HAT 5.2 model, the Parties will

litigate the model for the calendar year 2005 High Cost Fund distribution.

6. Agreement for Settlement Purposes. This Agreement is made for settlement

purposes only. No Party céncedes the validity or correctness of any regulatory principle or
methodology directly or indirectly incorporated in this Agreement. Furthermore, this Agreement
does not constitute agreement, by any Party, that any principle or methodology contained within
this Agreement may be applied to any situation other than the above-captioned cases. No
precedential effect or other significance, except as may be necessary to enforce this Agreement
or a Commission order concerning the Agreement, shall attach to any principle or methodology

contained in the Agreement.

7. Support of Agreement. The Parties will support all aspects of the agreement

embodied in this document in any hearing conducted to determine whether the Commission
should approve this Agreement, and/or in any other hearing, proceeding, or judicial review
relating to this Agreement or the implementation of its terms and conditions. Each Party also
agrees that, except as expressly provided in this Agreement, it will take no action in any
administrative or judicial proceeding, or otherwise, which would have the effect, directly or
indirectly, of contravening the provisions or purposes of this Agrgement. Furthermore, each
Party represents that, except as expressly provided in this Agreement, in any proceeding in which
this Agreement or its subject matter may be raised by a non-party, it will support the continued
effectiveness of this Agreement and its terms and conditions. Without prejudice to the

foregoing, the Parties expressly reserve the right to advocéte pdsitions different from those stated

in this Agreement in any proceeding other than one necessary to obtain approval of, or to
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implement, this Agreement or its terms and conditions. Nothing in this Agreement shall

constitute a waiver by any Party with respect to any matter not specifically addressed in this

Agreement.

8. Agreement in Effect. This Agreement shall not become effective and shall be of

no force and effect until the issuance of a final Commission order approving this Agreement,
which order does not contain any modification of the terms and conditions of this Agreement
that is unacceptable to any of the Parties. In the event the Commission modifies this Agreement
in a manner unacceptable to any Party hereto, that party may withdraw from the Agreement and
shall so notify the Commission and the other Parties to the Agreement in writing within ten (10)
days of the date of the Commission order. In the event a Party exercises its right to withdraw
from the Agreement, this Agreement shall be null and void and of no effect and no force in these
or any other proceedings.

9. Not Evidence. In the event this Agreement becomes null and void or in the event
the Commission does not approve this Agreement, this Agreemeﬁt, as well as the negotiations or
discussion undertaken in conjunction with the Agreement, shall not be admissible into evidence

in these or any other proceedings.

10.  Negotiated Agreement. The Parties state that they have reached this Agreement

by means of a negotiated process that is in the public interest, and that the results reflected in this
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Agreement are just, reasonable, and in the public interest. The Parties agree that approval by the
Commission of this Agreement shall constitute a determination that the Agreement represents a

just, equitable, and reasonable resolution of the issues raised.

11. Rule Waiver Agreement. The Parties agree jointly to apply to the Commission
for a waiver of compliance with any requirements of the Commission's Rules and Regulations to
the extent necessary to permit all provisions of this Agreement to be carried out and effectuated.

12. Integrated Agreement. This Agreement is an integrated agreement that may not

be altered by the unilateral determination of any Party to the Agreement.

13. Separate Counterparts. This Agreement may be executed in separate

counterparts. The counterparts taken together shall constitute the whole Agreement.
Dated this Q day of August 2003.

AT&T COMMUNICATIONS OF THE
MOUNTAIN STATES, INC.

By: By: ﬂg 2 A=A,
Diane F. Roth PB Schechter
Asst. Vice President Govt. Affairs Rate/Financial Analyst
1875 Lawrence Street, Suite 1400 1580 Logan Street, OL-7

Denver, CO 80202 Denver, CO 80203
303-289-6185 303-894-2121

OFFICE OF CONSUMER COUNSEL

1875 Lawrence Street, Suite 1500

1525 Sherman Street, 5% Fl.

APPROVED AS TO FORM APPROVED AS TO FORM
By:. n /%/ ,,
By: Simon Lipstein, jEsq. /Y /
Letty S.D. Friesen, Esq. Office of the Attorney General 77, 3 il

Denver, CO 80202

Denver, CO 80203
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Diane F. Roth

Asst. Vice President Govt. Affairs
1875 Lawrence Street, Suite 1400
Denver, CO 80202

303-289-6185

APPROVED AS TO FORM

/Zé% jﬁ‘
By: __{ —

Denver, CO 80202

AG ALPHA: RG PU DFDEF
AG File: PARL\RLBOTTAK\RLAB1062.DOC
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'QWEST CORPORATION WORLDCOM, INC.
By: Faud ¥ IV Oarya? By:
Paul R. McDaniel Thomas F, Dixoen, Esq.
Asst. Vice President, Regulatory Affairs 707 17" Street, Suite. 3900
1005 17th Street, Suite 200 ~ Denver, CO 80202
Denvet, CO 80202 303-390-6202
APPROVED AS TO FORM APPROVED AS TO FORM

By: %K %éqc/\

Andrew B. Clauss, Esq. A
Winslow B. Waxter, Esq.

1005 17" St., Room 200

Denver, CO 80202

' STAFF OF THE PUBLIC UTILITIES
COMMISSION |

By:
Gary Klug
1580 Logan Street, OL-2
Denver, CO 80203
303-894-2871

APPROVED AS TO FORM
By:

Anne K. Botterud, Eéq.
1525 Sherman Street, 5™ FI.
Denver, CO 80203

AG ALPHA; RG PU DFDEF
AG File: PARL\RLBOTTAK\RLAB ! 064.D0C

¥k TOTAL PAGE.B2 #x
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QWEST CORPORATION WORLDCOM, INC.
By: j)(m,u/ A M # 20720 @
Paul R. McDaniel Thornas F. Dixon, Esq.
Asst. Vice President, Regulatory Affairs 707 17™ Street, Suite. 3900
1005 17th Street, Suite 200 Denver, CO 80202
Denver, CO 80202 303-390-6202
APPROVED AS TO FORM APPROVED AS TO FORM
By: /&A(W‘X/ A @ cv A 201 2o Cﬁ—@
Andrew B. Clauss, Esq. Thomas F. Dixon, Esq.
1005 17" St., Room 200 707 17" Street, Suite 3900
Denver, CO 80202 Denver, CO 80202
STAFF OF THE PUBLIC UTILITIES
Gary Kltﬁ

1580 Logan Street, OL-2
Denver, CO 80203
303-894-2871

o o AT

Anne K. Botterud, Esq.

Office of the Attorney General
1525 Sherman Street, 5™ F1.
Denver, CO 80203 -

AG ALPHA: RG PU DFDEF
AG File: PARL\RLBOTTAK\RLAB1064.DOC
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This is to certify that I have duly served the within MOTION TO APPROVE

STIPULATION AND SETTLEMENT AGREEMENT upon all parties herein by depositing

copies of same in the United States mail, postage prepaid, at Denver, Colorado, or as otherwise

indicated below, this@day of August,2003 addressed as follows:

Craig D. Joyce

WALTERS & JOYCE, P.C.
2015 York Street

Denver, CO 80205

Paul McDaniel

Qwest Services Corp.
1005 17" Street, Suite 200
Denver, CO 80202

Mark W. Williams

Berryhill, Cage & North, P.C.

1433 Seventeenth Street
Denver, CO 80202

Thor Nelson

Robert M. Pomeroy
Perry L. Glantz
Karol L. Kahalley
Holland & Hart

8350 E. Crescent Pkwy, Suite 200

Englewood, CO 80111

Julie Bowles

Sprint Communications Company

8140 Ward Parkway, SE
Kansas City, MO 64114

**Thomas F. Dixon, Esq.
MCI WorldCom, Inc.

707 17th. Street, Suite 3900
Denver, CO 80202

Winslow B. Waxter
Andrew Clauss
Qwest Services Corp.
1005 17" St., Ste. 200
Denver, CO 80202

Tucker K. Trautman
Ireland, Stapleton, Pryor

& Pascoe, P.C.

1675 Broadway, Suite 2600
Denver, CO 80202-4685

Mr. Rick Sullivan

AT&T Wireless Services, Inc.
1001 16th Street, Suite C-1
Denver, CO 80265

Michael McGloin

McGloin, Davenport, Sevrson & Snow, P.C.
1600 Stout St., Suite 1600

Denver, CO 80202-3144



Lisa K. Hanselman

Colorado Telecommunications Assn.
2270 La Montana Way

P.O Box 25969

Colorado Springs, CO 80936

Amy Hartzler

ICG Telecom Group, Inc.
161 Inverness Drive West
Englewood, CO 80112

**Pamela Fischhaber

Public Utilities Commission

1580 Logan St., OL2

Denver, CO 80203 .

BY INTERDEPARTMENTAL MAIL

**Simon P. Lipstein

Department of Law

1525 Sherman St., 5th Floor

Denver, CO 80203 4

BY INTERDEPARTMENTAL MAIL

Thor Nelson

Holland & Hart, LLP
555 17" St., #3200

P.O. Box 8749
Denver,CO 80201-8749

**(Geri Santos-Rach

Public Utilities Commission

1580 Logan Street, OL-1

Denver, CO 80203

BY INTERDEPARTMENTAL MAIL
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Calvin K. Simshaw
Corporate Counsel/PTI
805 Broadway, VH1065
Vancouver, WA 98660

Joseph D. Chicoine

Citizens Communications
Manager, State Government Affairs
P.O. Box 340

9324 W. Stockton Blvd.

" Elk Grove, CA 95758

John W. Andrews

Eagle Telecom/PTI Communications
P.O. Box 482
La Junta, CO 81050

**Saeed Barhaghi

Public Utilities Commission

1580 Logan St., OL2

Denver, CO 80203

BY INTERDEPARTMENTAL MATL

Barry Hjort

Colorado Telecommunications
Association

P.O. Box 300

Littleton, CO 80160

Michael Zimmerman

Advisory Staff

Public Utilities Commission

1580 Logan Street, OL2

Denver, CO 80203

BY INTERDEPARTMENTAL MAIL




**P B. Schechter

Office of Consumer Counsel

1580 Logan Street, Suite 740

Denver, CO 80203

BY INTERDEPARTMENTAL MAIL

Warren Wendling

Advisory Staff

Public Utilities Commission

1580 Logan Street, OL2

Denver, CO 80203

BY INTERDEPARTMENTAL MAIL

**Gary Klug

Public Utilities Commission

1580 Logan Street, OL2

Denver, CO 80203

BY INTERDEPARTMENTAL MAIL
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Anthony M. Marquez

Paul C. Gomez

Commission Counsel Advisory Staff
Department of Law

1525 Sherman Street, 5% F1.

Denver, CO 80203

BY INTRADEPARTMENTAL MAIL

**Jamie Jack

Public Utilities Commission

1580 Logan Street, OL2

Denver, CO 80203

BY INTERDEPARTMENTAL MAIL

**Letty S. Friesen
Dian Roth

AT&T Communications

1875 Lawrence St., Ste. 1575
Denver, CO 80202

** denotes persons eligible to receive confidential proprietary information pursuant to the Commission’s Rules on

Confidentiality.
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