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ISSUE 1:
Review of the Proxy Model and the Proxy Model Inputs.

Option 1 - New Rule 11:  For the purpose of determining whether the CHCF mechanism should be modified or adjusted, the CHCF shall be evaluated and reviewed by the Commission at the conclusion of every proceeding conducted pursuant to C.R.S. § 40-15-502(2).  As part of this evaluation and review, the Commission may reconsider the proxy cost model and the inputs to the proxy cost model.


Option 2 - No rule change necessary.

ISSUE 2:
A mechanism that reflects a decrease in the CHCF subsidy over time to reflect increases in technology, productivity, efficiency, and depreciation in plant and equipment.

1.
Productivity Offset:



Option 1 - Adjust the Productivity Offset by a Percentage to be Determined by the Commission:

After the proxy cost model has been established, the Commission shall amend the amounts awarded by an amount equal to the rate of inflation less a productivity offset as determined by the Commission.  The productivity offset should be a percentage to be determined by the Commission.  This option is not expected to require a rule change, but rather is recommended to be part of the Commission Order selecting the proxy model and the proxy model inputs.



Option 2:
No productivity/inflation adjustment is necessary.
ISSUE 3. 
Ongoing review.


Option 1 - Add Detail to Existing Rule Reviewing the CHCF Every Three Years and Provide For Independent Study if Desired by Commission:


The Commission shall, every three years, conduct a study to review ways to reduce the size of the CHCF, while maintaining universal service.  The Commission shall consider, without limitation, ways to foster the use of new telecommunications technology, promote efficiency in the provisioning of basic local exchange telecommunications service, and enhance competition.  Such study may, at the Commissions discretion, be conducted by a third-party consultant.  Any expenses associated with this periodic study shall be paid out of the CHCF.


Option 2 - Recovery of Investment Through Increases in Local Rates.  The Commission shall, every three years, conduct a study to review ways to adjust the size of the CHCF while maintaining universal service.  The Commission shall consider, without limitation, ways to foster the use of new telecommunications technology, promote efficiency, and enhance competition.  To the extent new technologies are used to determine high cost support, provisions must be made for an incumbent provider's full recovery of the unrecovered investment made in the preexisting technology.  The unrecovered investment can be amortized over a 3 year period and recovered from the fund, or provisions can be made to recover this investment through increases in local rates.


Option 3:
No rule change necessary.
ISSUE 4:
A mechanism to account for the presence of, and removal of, internal subsidies.

Option 1 - Sequential Process:  Determine CHCF Award, Then Reduce Rates.  CHCF Award and Lowered Rates Must Be Equal:  To avoid the double recovery of costs, after the Commission has determined the amount an eligible provider is entitled to receive from the CHCF but before the provider receives any actual funds, the provider must file an advice letter to lower rates in an amount equal to the net award from the CHCF less an amount equal to the payment from the CHCF received by the provider for the previous twelve months, if any.  The specific rates to be lowered and the amount each specific rate shall be lowered shall be determined by the Commission.  Rates must be effective before or simultaneous to the receipt of funds from the CHCF.


Option 2 - Parallel Process: Determine CHCF Award and Simultaneously Lower Rates Per TSLRIC/TELRIC. CHCF Award and Lowered Rates Need Not Be Equal:  To avoid the double recovery of costs and create competitive neutrality, each eligible provider, before receiving funds from the CHCF, shall remove the implicit subsidies currently in the providers rate structure by filing an advice letter lowering the rates for services provided to other telecommunications service providers that contribute to implicit subsidies to an economically efficient level which is equal to or approximates TSLRIC or TELRIC.  Rates must be effective before or simultaneous to the receipt of funds from the CHCF.


Option 3:
No rule change necessary.

ISSUE 5:
Whether a benchmark price is appropriate and, if so, what the benchmark price should be.


5.1
Residential Benchmark Price.


Option 1  - Determine the Benchmark Once:  The benchmark price for residential basic local exchange service in each relevant geographic area shall be the price charged for residential basic local exchange service, excluding outside base rate area zone charges, as of July 1, 1997 by providers eligible to receive funds from the CHCF.  On July 1, 1997, the Commission shall publish the benchmark price for each relevant geographic area.


Option 2 - Adjust the Benchmark Every Three Years:    The benchmark price for residential basic local exchange service in each relevant geographic area shall be the price charged for residential basic local exchange service, excluding outside base rate area zone charges, as of July 1, 1997 by providers eligible to receive funds from the CHCF. On July 1, 1997 the Commission shall publish the benchmark price for each relevant geographic area.


Thereafter, every three years the Commission shall recalculate the benchmark price for residential basic local exchange service in each relevant geographic area.  If there are two or more providers eligible to receive funds from the CHCF in a relevant geographic area, the benchmark price for residential basic local exchange service in that relevant geographic area shall be the average/lowest/highest price charged for residential basic local exchange service by those providers.  Each time the benchmark price for a relevant geographic area is recalculated the results shall be published by the Commission.


Option 3 - Determine the benchmark every year:  The benchmark price for residential basic local exchange service in each relevant geographic area shall be the price charged for residential basic local exchange service, excluding outside base rate area zone charges, as of the last July 1 by providers eligible to receive funds from the CHCF.  Every July 1 the Commission shall publish the benchmark price for each relevant geographic area.  If there are two or more providers eligible to receive fund from the CHCF in a relevant geographic area, the benchmark price for residential basic local exchange service in that relevant geographic area shall be the average/lowest/highest price charged for residential basic local exchange service by those providers.


5.2 
Business Benchmark Price.

Option 1 - Use Existing Rates to Determine the Benchmark:


Option 1a - Use Existing Rates, Determine The Benchmark Once:  The benchmark price for business basic local exchange service in each relevant geographic area shall be the price charged for business basic local exchange service as of July 1, 1997 by providers eligible to receive funds from the CHCF. On July 1, 1997 the Commission shall publish the benchmark price for each relevant geographic area.



Option 1b - Use Existing Rates, Determine The Benchmark Every Three Years:  The benchmark price for business basic local exchange service in each relevant geographic area shall be the price charged for business basic local exchange service as of July 1, 1997 by providers eligible to receive funds from the CHCF. On July 1, 1997 the Commission shall publish the benchmark price for each relevant geographic area.


Thereafter, every three years the Commission shall recalculate the benchmark price for business basic local exchange service in each relevant geographic area.  If there are two or more providers eligible to receive funds from the CHCF in a relevant geographic area, the benchmark price for business basic local exchange service in that relevant geographic area shall be the average/lowest /highest price charged for business basic local exchange service by those providers.  Each time the benchmark price for a relevant geographic area is recalculated the results shall be published by the Commission.


Option 1c - Use Existing Rates, Determine The Benchmark Every Year.  The benchmark price for business basic local exchange service in each relevant geographic area shall be the price charged for business basic local exchange service as of the last July 1 by providers eligible to receive funds from the CHCF.  Every July 1 the Commission shall publish the benchmark price for each relevant geographic area.  If there are two or more providers eligible to receive fund from the CHCF in a relevant geographic area, the benchmark price for business basic local exchange service in that relevant geographic area shall be the average/lowest/highest price charged for business basic local exchange service by those providers.



Option 2 - Use Statewide Average Rates to Determine the Benchmark:



Option 2a - Use statewide average rates, determine benchmark once:  The benchmark price for business basic local exchange service in each relevant geographic area shall be the statewide weighted average price charged for business basic local exchange service as of July 1, 1997 by providers eligible to receive funds from the CHCF. On July 1, 1997 the Commission shall publish the benchmark price for each relevant geographic area.



Option 2b - Use statewide average rates, determine benchmark every three years:  The benchmark price for business basic local exchange service in each relevant geographic area shall be the statewide weighted average price charged for business basic local exchange service as of July 1, 1997 by providers eligible to receive funds from the CHCF. On July 1, 1997 the Commission shall publish the benchmark price for each relevant geographic area.


Thereafter, every three years the Commission shall recalculate the benchmark price for business basic local exchange service in each relevant geographic area  Each time the benchmark price for a relevant geographic area is recalculated the results shall be published by the Commission.



Option 2c - Use statewide average rates, determine benchmark every year:  The benchmark price for business basic local exchange service in each relevant geographic area shall be the statewide weighted average price charged for business basic local exchange service as of the last July 1 by providers eligible to receive funds from the CHCF.  Every July 1 the Commission shall publish the benchmark price for each relevant geographic area.


Option 3 - Option 2(a-c) plus Allowing Providers to Increase Prices Over Time Rather Than Instantaneously To Avoid "Rate Shock".  To the extent a relevant geographic area is served by only one provider eligible to receive funds from the CHCF and the price for business basic local exchange service in that particular relevant geographic area is less than the benchmark price for business basic local exchange service on July 1, 1997; starting on July 1, 1997 and annually thereafter, the benchmark price for that particular relevant geographic area shall be the price currently charged by the eligible provider plus the lesser of $2.00 or an amount sufficient to reach the benchmark price for business basic local exchange service.

ISSUE 6:
A mechanism for funding unserved customers.

6.1 
Unserved Customers


Option 1 - CHCF Assumes the Cost of Line Extensions:  Upon application, the CHCF shall reimburse a provider in an amount equal to the proxy loop cost per customer for those customers whose proxy loop costs are in excess of the providers average cost/average loop cost in the relevant geographic area.  Prior to or concurrent with Commission review of such an application, the providers line extension policies must be modified in accordance with the provisions of this rule.



Option 2 - CHCF Assumes Part of the Cost of Line Extensions and Places Cap on CHCF Awards:  Upon application, the CHCF shall reimburse a provider in an amount equal to 50% of the proxy loop costs per customer for those customers whose proxy loop costs are in excess of the average loop cost in the relevant geographic area.  In no instance shall the CHCF reimburse a provider more than $10,000 per customer over the average proxy loop cost in the relevant geographic area.  Prior to or concurrent with Commission review of such an application, the providers line extension policies must be modified in accordance with the provisions of this rule.  Such policies shall reflect that the customer shall be responsible to pay an amount equal to 50% of the proxy loop costs over the average proxy loop cost in the relevant geographic area and all costs $20,000 or more over the average proxy loop costs in the relevant geographic area / 50% of the proxy loop cost in the relevant geographic area.  To prevent double recovery, the proxy cost model results for a particular relevant geographic area shall reflect any payments made by customers.



Option 3 - Same as Option 2 except with removal of language referring to "in the relevant geographic area" and clarification of the word "policies" in last rule:  Upon application, the CHCF shall reimburse a provider in an amount equal to 50% of the proxy loop costs per customer for those customers whose proxy loop costs are in excess of the average loop cost.  In no instance shall the CHCF reimburse a provider more than $10,000 per customer over the average proxy loop cost.  Prior to or concurrent with Commission review of such an application, the providers line extension policies must be modified in accordance with the provisions of this rule.  Such policies shall reflect that the customer shall be responsible to pay an amount equal to 50% of the proxy loop costs over the average proxy loop cost and all costs $20,000 or more over the average proxy loop costs.  To prevent double recovery, the proxy cost model results shall reflect any payments made by customers.



Option 4 - No rule change to current line extension policy of sharing the line extension cost between provider and customer.


6.2
Unserved Areas


Option 1 - Commission Designates a POLR in Every Relevant Geographic Area:  The Commission shall, pursuant to C.R.S. § 40-15-502(6), designate a provider of last resort in all relevant geographic areas not currently in the service territory of any provider.



Option 2 - Commission MAY NOT designate a POLR in a currently unserved area until application:  The Commission shall not designate a provider of last resort in a relevant geographic area not currently in the service territory of any provider until and unless a provider files an application with the Commission requesting to serve such area.
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