Decision No. C97-144

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 97M-063T

IN THE matter OF THE ADMINISTRATION OF the colorado high cost FUND AND the development of a cost mode.

order opening docket and
proposing a procedural schedule

Mailed Date:  February 7, 1997

Adopted Date:  February 6, 1997

I. by the commission

A. Statement of Issues

1. This matter comes before the Colorado Public Utilities Commission ("Commission") in light of the report filed on December 31, 1996 by the Colorado High Cost Fund ("CHCF") Task Force.  The CHCF Task Force was established to consider certain issues which arose in Docket No. 95R-558T.  In Docket No. 95R-558T, the Commission adopted updated rules governing the CHCF in light of the passage of House Bill 95-1335.  See Decision Nos. C96-352 and C96-451.

2. While the CHCF Task Force determined that certain issues should be addressed through rulemaking, see Docket No. 97R-043T, other remaining issues required different treatment.  This docket addresses those issues set forth in the December 31, 1996 report of the CHCF Task Force, but not addressed in Docket No. 97R-043T.

3. Specifically, through this miscellaneous docket, the Commission will:  (1) determine the mechanism to ascertain whether a particular geographic support area is a high cost area (including the establishment of a benchmark); (2) establish the metes and bounds of geographic support areas in the State of Colorado; and (3) select a non-proprietary cost model that approximates a reasonable level of investment per access line and converts the estimated investment into a reasonable recurring cost.

4. Under the first issue, development of a mechanism to ascertain whether a particular geographic support area is a high cost area, the Commission could either simply establish a benchmark price or establish a benchmark price with a true-up provision with/without limitations in areas with multiple providers.  Under the suggestion set forth in the report of the CHCF Task Force, eligibility to receive CHCF support would then be determined in the following manner:

Each eligible provider may elect to receive monthly support from the CHCF in an amount equal to the number of access lines it serves in high cost geographic support areas, as designated by the Commission, multi-plied by the difference between the per line proxy cost and the benchmark price, if the per line proxy cost is greater than the benchmark price.  This support shall be reduced on a dollar-for-dollar basis if the provider receives funding from other support mechanisms estab-lished by the federal government or the State of Colorado.

5. Then, if a true-up provision is determined to be necessary, the CHCF Task Force has proposed that true-up occur if the following circumstances exist:

Upon application, the Commission may true-up the amount of support received by an eligible provider to the provider’s book costs by applying an appropriate factor to the proxy results in each relevant geographic area served by the provider.

6. Certain participants in the CHCF have advocated that an application for a true-up should not always be considered.  These participants propose the following additional provision:

The Commission shall not consider such an application for any relevant geographic area where there is more than one eligible provider.

7. Under the second issue, determination of the metes and bounds of the geographic support areas, the CHCF Task Force participants reached consensus as to the methodology for determin-ing this information.  The CHCF Task Force has recommended that the metes and bounds descriptions should be determined in the following manner:

8. Census block groups (“CBGs”) or census blocks (“CBs”) as defined by the Census Bureau are appropriate as a start-ing point to determine metes and bounds.  In densely populated areas, CBs may be combined into CBGs.

The CHCF Task Force further provides that the final definition of a "Geographic Support Area" will depend on the proxy cost model ultimately adopted by the Com-mission.

9. Under the third and final issue, the selection of a non-proprietary proxy cost model, the CHCF Task Force developed a list of criteria by which it believed proxy cost models could be evaluated.  Participants suggested that attributes of an "ideal" model might include:  a) versatility, including the ability to change the input numbers to reflect local conditions, changes in technology, and changes in the definition of basic service; b) use of publicly-available information as input data; c) elements that reflect forward-looking technology; d) algorithms that reflect realistic engineering of the loop plant; e) results that provide a theoretical network as part of its output; f) results in reasonable numbers (costs, prices, and quantities) as determined by persons familiar with network design and management; and g) includes all business and residential subscribers, not just the first line in a household.

10. As explained in the December 31, 1996 report, the CHCF Task Force discussed the two most current models available to regulators for a Proxy Cost Model:  the Benchmark Cost Model (BCM-2) now the BCPM mode and the Hatfield Model now Revision 3.0.  There was a disagreement about whether either model met the above-described criteria completely enough to fully endorse either model.  Therefore, the CHCF Task Force did not make a specific recom-mendation concerning selection of a model.  In examining this issue in this docket, the Commission takes the position that it may select:  a) either one of the two models identified above; b) some combination of the two; or c) a third, yet unevaluated, model.  In selecting a model, the Commission also intends to determine the appropriate inputs to its desired model, including depreciation rates and fill factors, in light of the recommendation of the CHCF Task Force. 

11. If any of the decisions made in this docket neces-sitate proposing amendments to existing rules, or proposing new rules, the Commission will proceed accordingly.  The Commission is, however, aware that the CHCF Task Force took the position that a rule modification is not necessary for the Commission to select a proxy cost model or to determine the desired inputs, but rather that the Commission, as the administrator of the CHCF, can set forth these items in its orders.

B. Proposed Procedural Schedule

1. An administrative Law Judge for the Commission shall conduct a prehearing conference at the below stated time and place in order to finalize the full procedural schedule for the docket.  The Commission, however, reserves the right to determine, based upon the procedural calendar developed at the prehearing conference, whether to assign this docket to an Administrative Law Judge, a Hearing Commissioner, or the Commis-sion en banc.
In light of the reasonable possibility that the Federal Communication’s Commission Report & Order on the Univer-sal Service Fund in CC Docket 96-45 which is expected to be issued on May 8, 1997, will have an implementation date of July 1, 1997, the Commission would prefer to be in a position to issue a final order in this docket prior to that date; however, the Commission is unavailable to consider this docket during much of the month of April due to the hearings presently set before the Commission in Docket No. 96S-331T.

Thus, in order to assist potential parties to this docket to prepare for the prehearing conference, the Commission proposes the following schedule:


Proxy Model Workshop (hosted by Staff):







March 11, 1997, 9:00 a.m.


Initial Written Testimony Due:







March 13, 1997


Answer Testimony Due:







March 27, 1997


Public Comment Hearing:







March 31, 1997, 4-7:00 p.m.


Hearing:







March 31, 1997, 9:00 a.m.

Since no particular party will have the burden of proof in this docket, both testimony deadlines pertain to all parties.  The Commission, however, suggests that its standard discovery provisions relating to timing, objections, and disputes be entered in this docket since the Commission believes that cross-examination of witnesses will assist in the development of a better evidentiary record.  Finally, the need for statements of position should be considered at the close of the evidentiary hearings.

II. order

The Commission Orders That:

This miscellaneous docket is hereby opened.  The Commission shall consider the issues raised by the Colorado High Cost Fund Task Force as fully set forth above.

A prehearing conference will be conducted by an Administrative Law Judge for the Commission as follows:

DATE:
February 13, 1997

TIME:
9:00 a.m.

PLACE:
Commission Hearing Room

1580 Logan Street, OL2

Denver, Colorado

The parties shall come prepared to discuss and resolve the procedural schedule for this case, including hearing date(s), the date for prefiling of testimony, and arrangements, if necessary, for ordering and paying for a daily transcript of the proceed-ings.

Any person, firm, or corporation who desires to participate as a party in this proceeding shall either enter an appearance at the prehearing conference or file a notice of intent to participate with the Commission no later than February 11, 1997.

This Order is effective on its Mailed Date.

ADOPTED IN COMMISSIONERS’ DELIBERATION MEETING Febru-ary 6, 1997.



( S E A L )


ATTEST:  A TRUE COPY



____________________

Bruce N. Smith

Director



THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



ROBERT J. HIX
________________________________



VINCENT MAJKOWSKI
________________________________



R. BRENT ALDERFER
________________________________
Commissioners



g:\orders\

    �  Any Commission order announcing a public comment hearing shall also provide for the opportunity for a "phone-in" in lieu of personal attendance at the public comment hearing itself.


    �  The Commission will schedule additional hearing days as necessary with the intent of completing this proceeding prior to the initial day of hearing in Docket No. 96S-331T.  The Commission is aware that it would be impractical for hearings in this docket to coincide with those in Docket No. 96S-331T due to the fact that certain individuals will likely be a witness in both dockets.





6

_916745092.unknown

