Decision No. C97-965

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 97A-328T

in the matter of the APPLICATION of u s west COMMUNICATIONS, inc. for approval of its cost ALLOCATION manual.

decision approving STIPULATION and settlement AGREEMENT and granting application

Mailed Date:  October 3, 1997

Adopted Date:  September 26, 1997

I. by the commission

A. Statement

1. On August 5, 1997, U S WEST Communications, Inc. (“USWC”), file an application requesting approval of its Cost Allocation Manual (“CAM”) pursuant to Rule 8.12 of the Commis-sion’s Cost Allocation Rules for Telecommunications Service and Telephone Utilities Providers, 4 Code of Colorado Regulations (“CCR”) 734-27 (“Cost Allocation Rules”).  A Notice of Applica-tion Filed was issued by the Commission on August 11, 1997 advis-ing interested parties to file an intervention or other appro-priate pleading by September 11, 1997.

2. Staff of the Public Utilities Commission (“Staff”), the Colorado Office of Consumer Counsel (“OCC”), and USWC submitted a Stipulation and Settlement Agreement (“Stipula-tion”) on August 6, 1997, pursuant to Rule 83 of the Commission’s Rules of Practice and Procedure, 4 CCR 723-1.

The OCC filed a timely Notice of Intervention and Right and Entry of Appearance on September 11, 1997.  The stated purpose of this intervention is to ensure that the intentions of the Stipulation and Agreement to which it was a signatory are achieved.

Discussion

On April 30, 1997, USWC filed its CAM pursuant to the Cost Allocation Rules.  Attached to that filing was a Memo-randum of Understanding recommending that the Commission accept USWC’s 1996 financial results pending further examination of the changes in USWC’s CAM.  This provided an opportunity for the Commission to determine if the changes in USWC’s accounting system produced a material change in the results or the cost allocation methodologies.  Staff, the OCC, and USWC agreed that a filing would be made with the Commission on or before August 6, 1997, to make recommendations regarding the approval of the USWC CAM as modified.  In order to complete their evaluation, USWC agreed to provide additional details of the 1996 results for the evaluation.

As specified in the Stipulation, the parties agree to the following changes to the CAM:

The use of total account dollars including wages and salaries compared to using actual wages and salaries in these accounts for allocation of some expenses.

The change from using Functional Accounting as a data source to the use of Uniform System of Accounts sub-accounts along with responsibility code classifications and prod-uct identifiers.

The change in processing sequence of the allocation of the local loop investments and expenses.

In the Stipulation, the parties also agree that the 1996 results reflect additional assignment of costs to the deregulated services when compared to 1995 results, either due to changes to USWC accounting systems or due to changes in business operations.

The parties stipulate that the Commission should approve USWC’s revised CAM as filed on April 30, 1997.

Further, as stated in the Memorandum of Under-standing at paragraph 9, the examination by Staff and the OCC of USWC’s CAM and results, eliminates the need for USWC to perform an internal audit certifying Appendix B as required by Rule 10.4 of the Cost Allocation Rules.

Finally, the Stipulation includes provisions in which Staff and the OCC reserve the right to advocate different allocation methods than those contained in the approved USWC CAM in other proceedings.

Based on the information submitted by USWC, and the Stipulation recommendation, the Commission finds that approval of the application is in the best interest of the public.  This finding is supported by the fact that a broad range of interests are represented by the stipulating parties, and no other interventions were filed.  Further, the Commission finds that the stipulation contains adequate provisions reserving the right for parties to advocate different allocation methods in the future.

The Commission finds that a waiver of Rule 10.4 of the Cost Allocation Rules for the 1996 results and CAM is appro-priate.

II. order

The Commission Orders That:

The Stipulation and Settlement Agreement executed by and between U S WEST Communications, Inc., the Colorado Office of Consumer Counsel, and Staff of the Commission on August 6, 1997 is approved.

The application filed by U S WEST Communications, Inc., for approval of its revised Cost Allocation Manual filed on April 30, 1997 along with its Annual Report, is granted.

The 20-day period provided for in § 40-6-114, C.R.S., within which to file applications for rehearing, reargu-ment, or reconsideration begins on the first day following the effective date of this Order.

This Order is effective on its Mailed Date.

ADOPTED IN COMMISSIONERS’ WEEKLY MEETING September 26, 1997.
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