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I.
BY THE COMMISSION

A.
Statement

This matter comes before the Commission for considera-tion of the applications for rehearing, reargument, or recon-sideration (“RRR”) to Decision No. C98-17 filed by Complainants MCI Telecommunications Corporation (“MCI”) and AT&T Communica-tions of the Mountain States, Inc. (“AT&T”), jointly (“Joint application”), and by U S WEST Communications, Inc. (“USWC”).
  In Decision No. C98-17, we ruled, in part, that USWC will be required to reduce the Carrier Common Line component (“CCL charge”) of its switched access rates as offsets to universal service funding received by USWC in the future.  The two appli-cations, for various and different reasons, request that we modify our decision.  By previous order, we permitted the parties to file responses to the two applications for RRR, and responses were submitted to the Commission.  Now being duly advised in the premises, we will deny the applications, in part, and grant them, in part.  This order also clarifies some of the directives con-tained in Decision No. C98-17.

B.
Joint Application for RRR

1.
In general, Complainants MCI and AT&T object to our refusal, in Decision No. C98-17, to order greater and imme-diate reductions in USWC’s switched access rates.  Our decision directed USWC to reduce the CCL charge component of its access services by the “net” amount of incremental revenues received by USWC from federal and state high cost fund sources (e.g., the Colorado High Cost Fund as recently amended Docket No. 97R-043T).
  Complainants in this case had suggested that USWC’s access rates be reduced by an amount of $29,000,000.

2.
In support of Complainants’ position, the Joint Application reiterates arguments made throughout the course of this proceeding.  These arguments include:  (1) Various rate ele-ments in USWC’s switched access services are functionally equiv-alent to elements provided under USWC’s unbundled network ele-ments tariff, and, therefore, the services should be priced the same;
 (2) Reductions in access rates need not be offset by reve-nue neutral increases in other rates of USWC; (3) The record contains sufficient evidence to order the proposed reductions in access rates; and (4) In the event the Commission believes addi-tional evidence is necessary prior to ordering reductions in USWC’s switched access rates, we should reopen this docket for the purpose of obtaining that additional information.  For the reasons stated in Decision No. C98-17 and here, we reject Com-plainants’ general suggestion that USWC’s switched access rates should be reduced by a greater amount than ordered in our prior decision, or sooner than ordered in our decisions.

3.
With respect to Complainants’ first contention, we reiterate our observation in Decision No. C98-17 that there is no requirement, legal or otherwise, that elements of access be priced the same as equivalent unbundled network elements.  Our prior decision in this case (paragraph 5, page 4) emphasized that switched access remains subject to rate-of-return regulation and is subject to different pricing constraints than unbundled net-work elements.  Notably, prices for unbundled network elements have been set based upon long run incremental costs.  USWC’s existing access prices, in contrast, were last established based upon fully distributed costs.  Therefore, it is not surprising that prices for switched access and unbundled network elements are different at this time.

4.
With respect to Complainants’ second contention, that there is no legal requirement that rate reductions be offset by revenue neutral rate increases, we agree with many of USWC’s comments.  Irrespective of Commission authority to investigate and make changes to single rates (i.e., ordering rate changes outside of a general rate case), we find that it would be impru-dent to grant the relief requested here based upon the evidence in the record at this time.  Complainants’ demand that access rates be immediately reduced by $29,000,000 could have a severe impact upon USWC and its customers, in light of how USWC’s exist-ing rates were set by the Commission.
  To the extent access rates presently contain implicit subsidies to other services--an underlying premise of Complainants’ request to decrease access charges--our decisions here and in Docket No. 97R-043T establish appropriate mechanisms to remove those implicit subsidies.  How-ever, as pointed out by USWC, there is no legal requirement that the Commission adopt a “flash cut” approach to repricing of access (e.g., by setting access rates at the same levels as unbundled network element rates).

5.
With respect to the argument that the record pres-ently contains sufficient evidence to justify a $29,000,000 rate reduction, we disagree.  As explained in Decision No. C98-17, Complainants failed to produce evidence tending to show that USWC is presently overearning or that switched access services them-selves are presently priced $29,000,000 in excess of their fully distributed costs.  In short, the record, including the informa-tion administratively noticed from Docket Nos. 96S-257T and 96S-331T, does not contain information to support the particular relief requested by Complainants here.

6.
We also deny the suggestion to reopen the record to direct USWC to produce additional information such as fully distributed cost studies.  In the first place, we observe that as Complainants in this case, AT&T and MCI had the burden of pro-viding necessary information to support their specific claims for relief.  Complainants chose to rely primarily on the argument that components of access should be priced the same as components of unbundled network elements simply because they involve equiv-alent functions.  Complainants consciously chose not to provide studies of the fully distributed costs for access or studies regarding USWC’s earnings.  Our rejection of their primary argu-ment does not amount to good grounds for reopening this docket to allow for new hearings.  Moreover, we reemphasize that our deci-sion here and in Docket No. 97R-043T provide a mechanism for reducing access rates to an appropriate level with appropriate timing (e.g., when implicit subsidies to universal service are replaced with explicit support).  For these reasons, there is no good reason to reopen this case for further hearings.

7.
However, in light of the recent decision issued in Docket No. 97R-043T, and to account for information presented in this case, we will modify our order as discussed here.  Spe-cifically, we will modify our order to require that any net high cost funding received by USWC be used to reduce the other rate elements of its switched access service in addition to the CCL charge rate element.  We will, therefore, modify the first sen-tence of paragraph 8 on pages 6 and 7 of Decision No. C98-17 to state that USWC is required to reduce its switched access rates in addition to the CCL charge component of its switched access rates.  We will now direct that any net high cost funding be allocated one-half to the CCL charge rate element and one-half to other rate elements of switched access, since this is consistent with the testimony in this record.

8.
As described in the record, the amount of revenues from the CCL charge component was approximately one-half of the total amount of switched access revenues calculated for USWC.  Therefore, one-half the net amount of high cost funding shall be allocated by USWC to reducing the CCL charge rate element with the other half proportionally reducing the transport and local switching rate elements of switched access.

9.
We will continue to require that the amount of high cost funding to be used to decrease switched access rates pursuant to this order is the net amount received by USWC (i.e., the amount received from sources other than its own customers).  

We acknowledge that this requirement differs from the total approach basis adopted in Docket No. 97R-043T.  However, our focus in this case is upon the potential for double recovery of revenues, not explicitly designating existing specific revenues streams of USWC as high cost support.  The continuing requirement in our orders in this case that a switched access rate reduction be filed concurrent with receipt of high cost funds by USWC is consistent with the approach we adopted in Docket No. 97R-043T.  Therefore, no change in our prior order is required to address this issue.

10.
To maintain consistency with our orders here and 4 Code of Colorado Regulations (“CCR”) 723-41-8.7.2.1, as adopted in 97R-043T, we shall require USWC to first determine the amount of net high cost funding that it has received, and then spe-cifically allocate that amount to reducing its switched access rates as further described in our orders in this docket.  Once that determination has been made, the remaining amount of any New Support, as defined within 4 CCR 723-41-8.7.2, shall be allocated to all services, including switched access, pursuant to the interim tariff filing requirement.

11.
We note that under Rules 8.7.2.2 or 8.7.2.3, as adopted in 97R-043T, USWC will submit permanent rate proposals to offset high cost fund support.  Those permanent proposals are not affected by our orders in this docket.  That is, it is our intent that USWC, under Rules 8.7.2.2 or 8.7.2.3, may propose any rate adjustments it believes are appropriate without regard to any directives contained in the present proceeding.  Therefore, the ordered rate reductions to switched access contained in our deci-sions here shall apply only to the interim rate proposals refer-ence in Rule 8.7.2.1.

12.
AT&T and MCI also request clarification of a num-ber of points made in Decision No. C98-17.  First, with respect to the pass-through requirement, we now clarify that it is our intent that Complainants flow through any net or overall reduc-tion in USWC’s switched access rates.  Therefore, ordering para-graph 4 will be modified to state that when USWC files to reduce its overall switched access rate elements, the Complainants shall file revised price lists.

13.
As for Complainants’ suggestion that all inter-exchange carriers, including USWC, be required to reduce their toll rates as an offset to reductions in USWC’s access charges, we deny the request.  Complainants, parties to this case, have been directed to reduce their rates inasmuch as they committed to 

do so as part of their request for relief in this docket.  However, other interexchange carriers are not parties to this case.  Therefore, we cannot enter an order directed to those companies.  As for USWC, the complaint in this case did not encompass a request for such relief.  Therefore, it is beyond the scope of this proceeding to enter such an order.

14.
Next, Complainants request clarification that Decision No. C98-17 does not modify the relaxed regulation pres-ently accorded to them.  We do not view the requirements of our order as modifying the existing regulatory scheme for the Com-plainants.  We acknowledge that the order may place a burden on them to demonstrate compliance with this order.  However, this burden is necessary to assess whether the Complainants’ promise to pass through rate reductions to end-use customers has been met.

15.
Finally, as requested in the Joint application for RRR, we clarify that the order does not authorize USWC to insti-tute a residual interconnection charge as part of the ordered restructuring of its access rates.

C.
USWC Application for RRR

1.
USWC, in its application for RRR, generally raises three contentions: (1) The Commission should not order reductions for switched access services in this case, even as an offset to receipt of high cost support, since there are other services (e.g., USWC’s toll offerings) which also contain subsidies to universal service; (2) To the extent federal high cost support is used to offset interstate rates, it is inappropriate for the Commission to use this funding to reduce intrastate rates; and (3) The Commission should specify how AT&T and MCI will reduce their toll rates (as the offset to reductions in USWC’s access charges) to ensure that all end-users benefit.  Except for the clarification stated below, we will deny the application for RRR.  

2.
With respect to the first contention, we affirm our ruling in Decision No. C98-17 that switched access rates should now be identified as offsets to future receipt of high cost funding.  While the Complainants failed to prove that a $29,000,000 rate reduction is reasonable, we conclude that there is adequate information in this case to conclude that switched access rates do contain implicit subsidies to universal service.  Our orders here simply require future rate reductions when USWC receives explicit support to universal service under federal or state high cost programs. Since no rate reductions will occur without the provision of offsetting high cost support to USWC, this directive is appropriate given the evidence in this case.  Moreover, the directives set forth above make it clear that USWC may propose different offsets to high cost support in its permanent tariff filings under the new high cost fund rules.  If those proposals are corroborated by sufficient information, USWC will not be foreclosed from implementing different offsets to high cost funding in the future.  Therefore, we will deny the request to modify our order in this respect.

3.
As for USWC’s second contention, we clarify that it is our intent that federal high cost funds be used to reduce intrastate access rates only to the extent permitted by federal regulation.  That is, if federal high cost support is limited by the federal authorities to offsets to interstate rates, such funds will not be used to reduce access rates pursuant to our decision in this docket.  However, if it is permissible to use federal high cost funds as offsets to intrastate rates, it is our intent that those funds be included in the determination of net high cost funding available to offset switched access revenues in excess of fully distributed costs.  In this event, USWC will follow the directives contained in our decisions in this docket.

4.
Finally, USWC requests that we specify the manner in which AT&T and MCI will reduce their toll rates as offsets to the decrease in access charges.  This order clarifies that Com-plainants will be required to demonstrate that their toll rates will be reduced to account for reductions in access charges on a dollar-for-dollar basis.  That information must be submitted to the Commission at the time rates are changed.  Since Complainants have been accorded relaxed regulation, no other limitations on the manner in which rate reductions will be accomplished is appropriate.

II.
ORDER

A.
The Commission Orders That:

1.
The Joint Application for Rehearing, Reargument, or Reconsideration by MCI Telecommunications Corporation and AT&T Communications of the Mountain States, Inc., is granted only to the extent consistent with the above discussion, and is other-wise denied.

2.
The Application for Rehearing, Reargument, or Reconsideration by U S WEST Communications, Inc., is granted only to the extent consistent with the above discussion, and is other-wise denied.

3.
Consistent with the above discussion, U S WEST Communications, Inc., shall file new tariffs to reduce its cur-rent switched access rate elements upon receipt of net funding from either the Colorado High Cost Fund or the Federal Universal Service Fund as applied to Colorado operations.  The implementa-tion of such reductions shall comply with all directives con-tained in Decision C98-17 as may be modified in this order.  Such tariff filings shall be timed to have a proposed effective date concurrent with the expected date of the receipt of any net high cost funding.

4.
When U S WEST Communications, Inc., reduces its overall switched access rate elements, pursuant to decisions in this proceeding, MCI Telecommunications Corporation and AT&T Com-munications of the Mountain States, Inc., shall file revised price lists under their current relaxed regulatory procedures to reduce their jurisdictional intrastate switched long distance rates, consistent with the provisions contained in Commission orders in this docket.  Such revisions to the MCI Tele-communications Corporation and AT&T Communications of the Moun-tain States, Inc., price lists shall be filed to become effective at the same time as the U S WEST Communications, Inc., filing to reduce its switched access rates.

5.
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.

6.
This Order is effective upon its Mailed Date.

B.
ADOPTED IN Commissioners’ WEEKLY MEETING
March 18, 1998.
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� In Decision No. C98-224 we granted the applications for RRR to preclude denial by operation of law.  This decision rules upon the merits of the applications.


� New rules amending the operation of the Colorado High Cost Fund were recently adopted in Decision No. C98-198.


� The components for access at issue here are priced substantially above their unbundled network element equivalents.  Rates for unbundled network elements were set in Docket No. 96S-331T.


� As a rate-of-return regulated company, USWC’s rates, including access, were established with the intent of providing it the opportunity to earn a certain total revenue requirement.


� We will also modify the first sentence in paragraph 9 on page 7 of Decision No. C98-17 to refer to reductions of the switched access rates as well as the CCL charge.  Finally, we find it necessary to strike the first two sentences of paragraph 12 on pages 9-10 since we are now requiring USWC to use high cost funding to offset revenues collected through rate elements other than just the CCL charge.


� We emphasize that the ordered restructuring of switched access rates in Decision No. C98-17, ordering paragraph 3 (pages 10-11) is independent of the implementation of adjustments in the level of such rates for the effect of high cost fund support.  USWC is still directed to make a tariff filing for that restructuring within 30 days of the effective date of a final order in this docket.
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