Decision No. C98-280

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 DEVELOPMENT OF A COST MODEL.

Decision Approving Stipulation
And Agreement With Modifications

Mailed Date:  March 20, 1998

Adopted Date: March 11, 1998

I.
BY THE COMMISSION

A.
Statement

This matter comes before the Commission for considera-tion of the Stipulation and Agreement ("Stipulation") submitted by the parties to this case on December 24, 1997.  In the Stip-ulation, the parties have agreed to an interim cost proxy method-ology for purposes of determining State universal service sup-port.  We reopened the record in this case to accept evidence regarding the Stipulation.  Hearing was held for that purpose on January 15, 1998.  Now being duly advised in the premises, we will approve the Stipulation with the modifications set forth below.

B.
Discussion

1.
This proceeding generally concerns investigation of cost models to be employed in furnishing State universal serv-ice support to telecommunications carriers providing local exchange service in high cost areas.
  As explained in Decision No. C97-177 (Mailed Date of February 7, 1997), the decision open-ing this docket, this proceeding is intended to accomplish the following purposes: (1) to determine the mechanism to ascertain whether a particular geographic support area is a high cost area (including the establishment of a benchmark); (2) to establish the metes and bounds of geographic support areas in the State of Colorado; and (3) to 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.

2.
A number of parties intervened in this case including:  U S WEST Communications, Inc. ("U S WEST”); AT&T Com-munications of the Mountain States, Inc. ("AT&T"); MCI Telecommu-nications Corporation, Inc. (”MCI”); the Colorado Telecommunica-tions Association; Eagle Telecommunications Inc./Colorado, doing business as PTI Communications, Inc. (“PTI”); the Colorado Office 

of Consumer Counsel; and Staff of the Commission.  The parties prefiled extensive testimony, and, after various continuances requested by the parties, we conducted hearings in this case on December 1 through 4, 1997.

3.
Testimony in this proceeding, in large measure, related to cost models sponsored by various parties, the  Benchmark Cost Proxy Model, version 2.0 beta ("BCPM 2.0") offered by U S WEST, and the Hatfield Model, version 4.0 (“HM 4.0") offered by AT&T and MCI.  At hearing, however, the parties pointed out that the two cost models were still being substan-tially revised.
  After conclusion of the hearings, the parties entered into the Stipulation which, as described below, resolves the issues in the instant proceeding.

4.
The Stipulation establishes an interim cost proxy methodology for use in providing State high cost support; the interim mechanism is to terminate no later than December 31, 

1998.
  The interim model will use current wire center boundaries as the relevant geographic support areas.  In order to determine if a specific geographic area is high cost, the Stipulation pro-poses use of the average of the proxy cost per line produced for that area by the BCPM 2.0 and the HM 4.0.

5.
For purposes of the interim period, the inputs used by both models will be modified to reflect, to the extent practical, the inputs approved by the Commission in Docket No. 96S-331T.
  These include:

· Commission-approved cost of money;

· Commission-approved depreciation rates;

· Sharing assumptions recommended by the State Members of the Federal-State Joint Board on Universal Service;

· An assumption that the percentage of boring should not exceed 25% in any density zone; and

· The actual number of lines in each wire center.

Finally, the Stipulation provides that the Commission will ini-tiate a new proceeding to establish a permanent cost proxy model.  The new proceeding will be concluded in time to establish the permanent model by January 1, 1999.

6.
We now conclude that the Stipulation should be approved with the two modifications explained here.  First, the cost methodology should be modified to reflect our determination in Docket No. 97R-043T (see Decision No. C98-198) that the Colorado High Cost Fund will support only a single connection to a telephone subscriber's primary residence or business premise.  Second, the rules adopted in 97R-043T direct that the supported proxy costs will be derived by applying Federal separations factors, 47 C.F.R. Part 36.  The interim cost mechanism must also reflect this requirement.

7.
The Stipulation called for the interim cost model to be implemented no later than March 1, 1998, and for a pre-hearing conference in the new proceeding to adopt a permanent model would be convened no later than February 28, 1998.  Obvi-ously, these provisions are also being modified.  With respect to the timing for implementation of the interim methodology, the parties will be directed to file the output of the cost model with the modifications directed here by March 31, 1998.  The interim methodology will be implemented pursuant to the schedule and filing dates contained in the previously mentioned newly adopted Rule 4 Code of Colorado Regulations 723-41 in Docket No. 97R-043T.  With respect to the procedural schedule for the new docket (to establish a permanent proxy cost model), we will issue a separate order initiating that proceeding.  That order will establish the date for the prehearing conference.  We do intend to adopt a procedural schedule for the new proceeding which will enable the Commission to approve a permanent model for implementation by January 1, 1999.

II.
ORDER

A.
The Commission Orders That:

1.
The Stipulation and Agreement submitted by the parties on December 24, 1997 and appended to this Order as Attachment 1 is approved and adopted, with the modifications discussed above.

2.
The parties are directed to file the output of the cost model as modified in this Order on or before March 31, 1998.

3.
The 20-day period provided for in § 40‑6‑114(1), C.R.S., within which to file applications for rehearing, reargu-ment, or reconsideration begins on the first day following the Mailed Date of this Decision.

4.
This Order is effective upon its Mailed Date.

B.
ADOPTED IN Commissioners’ WEEKLY MEETING
March 11, 1998

THE PUBLIC UTILITIES COMMISSION
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� This case, as well as Docket No. 97R-043T, were initiated by the Commission to implement Legislative directives to promote universal basic service by furnishing support to providers in high cost areas.  See §§ 40-15-208 and 40�15-502(5), C.R.S.


� At the hearing, in response to objections by some of the parties we ruled that the parties would not be permitted to offer evidence intended to support adoption of BCPM 2.5, or HM 5.0.


� The Stipulation permits the interim cost mechanism to be used for U S WEST, PTI, and the small rural providers to the extent determined by the Commission. However, in Docket No. 97R-043T, we determined that the small rural providers and PTI will receive high cost support under the existing mechanism for the time being.  Therefore, the interim model will not apply to these companies.


� Docket No. 96S-331T concerned the investigation of rates for inter-connection, local call termination, unbundling, and resale as provided by U S WEST.





1

_951642027.unknown

