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C11-1230Decision No. C11-1230
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

23116Application NO. 23116
IN THE MATTER OF THE APPLICATION OF THE MOUNTAIN STATES TELEPHONE AND TELEGRAPH COMPANY, A CORPORATION, 931 – 14TH STREET, DENVER, COLORADO, FOR AN ORDER OF THE COMMISSION DETERMINING THE FAIR VALUE OF APPLICANT’S PROPERTY DEVOTED TO THE RENDITION OF INTERSTATE TELEPHONE SERVICE IN COLORADO, A FAIR REASONABLE AND ADEQUATE RATE OF RETURN TO BE APPLIED THERETO, AND THE RESULTING AMOUNTS OF NET EARNINGS AND REVENUES REQUIRED IN THE FUTURE; AND UPON SUCH DETERMINATION BY THE COMMISSION AND THE FILINGS OF A PROPOSED TARIFF AND ADDITIONAL HEARINGS THEREON FOR AUTHORITY TO FILE A SCHEDULE OF JUST AND REASONABLE RATES TO PRODUCE THE REQUIRED REVENUES.
DOCKET NO. 90A-665T

IN THE MATTER OF THE APPLICATION OF THE MOUNTAIN STATES TELEPHONE AND TELEGRAPH COMPANY DOING BUSINESS AS U S WEST COMMMUNICATIONS, INC., FOR APPROVAL OF A FIVE YEAR PLAN FOR RATE AND SERVICE REGULATION AND FOR A SHARED EARNINGS PROGRAM.
DOCKET NO. 96A-218T

IN THE MATTER OF THE APPLICATION OF U S WEST COMMUNICATIONS, INC. TO MODIFY ITS RATE AND SERVICE REGULATION PLAN.
DOCKET NO. 96A-219T

IN THE matter of the application of u s west communications, inc. to modify its rate and service regulation plan – application for variance from rules 4 (1)(a), 4 (1)(h), and 4 (2) (i) of the rules prescribing principles for costing and pricing of regulated services of telecommunications providers.
DOCKET NO. 96S-257T

Re: THE investigation and suspension of tariff sheets by u s west communications, inc. with advice letter no. 2608 regarding proposed rate changes.
Order granting motion
Mailed Date:  
November 16, 2011
Adopted Date:  
  November 9, 2011
I. By the Commission

A. Statement

1. This matter comes before the Commission for consideration of a Motion by Qwest Corporation, doing business as CenturyLink QC (CenturyLink QC or Company) for a waiver from reporting requirements set forth in Decision Nos. C97-88, Docket No. 90A-665T issued January 24, 1997, and 72385, Application No. 23116 issued January 7, 1969.  CenturyLink QC has filed this Motion on an expedited basis as the result of an agreement reached between the Company, the Staff of the Commission (Staff), and the Colorado Office of Consumer Counsel (OCC).  CenturyLink QC has provided a copy of this Motion to counsel for both the Staff and the OCC, and both indicate they do not oppose the relief requested herein.

2. CenturyLink QC, on October 18, 2011, filed an errata to its Motion in Docket No. 90A-665T.  The purpose of this errata was to include Attachment A which was inadvertently omitted from the Motion.

3. Being fully advised in the matter and consistent with the discussion below, we grant CenturyLink QC’s Motion.

B. Discussion
4. CenturyLink QC requests approval to change the accounting method (also known as “basis of accounting”) used to report three accounting issues to the Commission.  These three accounting issues which the Company calls “Jurisdictional Differences” or “JD” are the following: depreciation rate differences; allowance for funds used during construction; and reclassification of rent revenue and expense of non-operating building.

5. For several decades Qwest Corporation and its predecessors have maintained accounting records that reflect differences between Federal Communications Commission (FCC) accounting methods (MR accounting) and accounting methods used by the various states (Jurisdictional or JR accounting) for cost-of-service ratemaking.

6. CenturyLink QC’s annual report to the Commission also contains six schedules reported on the Colorado JR basis:

Schedule 2, Summary Separated Results of Operations;
Schedule 3, Detailed Separated Results of Operations;
Schedule 14, Local Revenues;
Schedule 15, Miscellaneous Revenues;
Schedule 16, Depreciation Reserve; and

Schedule 23, Detailed Separations Data

7. In some states, regulatory commissions granted CenturyLink QC permission to discontinue JR accounting without conditions.  In other states, permission was granted subject to the condition that CenturyLink QC compute a standing rate base adjustment.  A standing rate base adjustment is an adjustment to the rate in a cost-of-service determination that equals the difference between the rate base computed on the original cost basis of accounting (in this case the JR basis) and the rate base computed on a new basis of accounting (in this case the MR basis) on the date the utility changes from using the original basis (JR) to the new basis (MR).

8. The value of CenturyLink QC’s standing rate base adjustment for Colorado as of December 31, 2010 is negative $31,274,124.  In a cost-of-service determination in Colorado that relies on the MR basis of accounting, this standing rate base adjustment reduces the Company’s intrastate Colorado rate base computed on the MR basis by $31,274,124.

9. Attachment A to the Motion is a description of the three JDs for which CenturyLink QC seeks approval to discontinue JR accounting and adopt MR accounting effective January 1, 2011.  Each JD’s contribution to the standing rate base adjustment is set forth in Attachment A.

10. CenturyLink QC proposes that in any CenturyLink QC cost-of-service determination that relies on the MR basis of accounting, the standing rate base adjustment set forth above and described in detail in Attachment A be added to the MR basis rate base, thereby reducing said rate base by $31,274,124.

11. The Company in its Motion, also states that a change in its software vendor is also necessitating this change to MR accounting.  CenturyLink QC also represents that it has already discounted JR accounting in 12 of its 14 states, with Colorado and Arizona being the remaining states in which CenturyLink QC has not gotten approval to discontinue the use of JR accounting.

12. CenturyLink QC seeks the Commission’s approval to account for and report these three JDs effective January 1, 2011, on the same basis of account that the Company uses for the FCC accounting purposes (MR accounting). CenturyLink QC notes that it currently reports all other accounting issues to the Commission on the MR accounting basis.  Thus, this Motion effectively seeks approval to use MR accounting for all of CenturyLink QC’s accounting and reporting in Colorado.

13. We find that the grounds provided by CenturyLink QCC in its Motion for approval to change in accounting methodology is in the public interest and the Motion will be granted.
II. Order

A. The Commission Orders That:

1. The Motion filed by Qwest Corporation, doing business as CenturyLink QC for approval to change accounting methodology effective January 1, 2011 is granted.
2. The 20-day time period provided by § 40-6-114, C.R.S., to file an application for rehearing, reargument, or reconsideration shall begin on the first day after the effective date of this Order.

3. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
November 9, 2011.
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