Decision No. C98-527

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.

Order Denying Application For Rehearing, Reargument, Or Reconsideration

Mailed Date:  May 27, 1998

Adopted Date:  May 13, 1998

I.
BY THE COMMISSION



Statement
1. This matter comes before the Commission for con-sideration of the Joint Application for Rehearing, Reargument, or Reconsideration (“RRR”) filed by AT&T Communications of the Mountain States, Inc., MCI Telecommunications Corporation, and MCImetro Access Transmission Services, Inc., on April 30, 1998.  Now being duly advised in the premises, we will deny the appli-cation.

2. The application for RRR is addressed to Decision No. C98-280 (mailed date March 11, 1998), and generally objects to our determination that the cost methodology approved in this docket reflect support for only a single connection to a tele-phone subscriber’s primary residence or business premises.  Our modification of the cost methodology agreed upon by the parties here, was based upon recently adopted revisions to the rules relating to the Colorado High Cost Fund (“CHCF”), 4 Code of Colorado Regulations (“CCR”) 723-41.  Those revisions establish that the CHCF will support only the first access line installed at a residential or business premise.  Rule 4 CCR 723-41-2.11 states that the proxy cost model estimate upon which high cost funding is based (i.e., the estimate produced by the cost model approved in the instant docket), “...will be computed using only the number of Access Lines that the CHCF supports.”

The application for RRR suggests that this change to the cost model will increase the size of the CHCF, and also renders the model inconsistent with directives issued by the Federal Communications Commission.  Consequently, the Joint applicants request that we modify our decision.  We deny this request.  The modification to the cost model is required by the CHCF rules, and a decision to change the model would necessitate a prior (or at least contemporaneous) change to those rules.  We also note that the harm envisioned by the Joint applicants (e.g., increased need for high cost funding) is entirely speculative at this time.  The model approved in this docket is interim only.  Moreover, pending legislative changes (i.e., Senate Bill 98-177) will cap the amount of CHCF support in a manner as will likely 

3. make any impacts of our modification irrelevant.
  If further investigation indicates that the CHCF rules (and therefore sub-sequent cost models) should be amended, sufficient opportunity will exist to make any appropriate changes.

II.
ORDER

A.
The Commission Orders That:

1. The Joint Application for Rehearing, Reargument, or Reconsideration filed by AT&T Communications of the Mountain States, Inc., MCI Telecommunications Corporation, and MCImetro Access Transmission Services, Inc., on April 30, 1998 is denied.

2. This Order is effective upon its Mailed Date.

B.
ADOPTED IN Commissioners’ WEEKLY MEETING
May 13, 1998.
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____________________

Bruce N. Smith

Director



III.
COMMISSIONER R. BRENT ALDERFER CONCURRING
 
IN PART AND DISSENTING IN PART:

A. I respectfully dissent from the portion of the majority opinion that would delay resolution of the ambiguity in the pres-ent Rule 4 Code of Colorado Regulations 723-41-2.11.

B. The Colorado High cost Fund (the “CHCF”) is a subsidy paid by all telephone users to reduce the cost of telephone service in rural areas.  So as not to unnecessarily expand this large-and-growing telephone subsidy and to focus the dollars on first needs first, the previous decision in this docket limited the cost support to first lines only, excluding second and multi-ple lines from cost subsidies.

C. As the majority opinion here notes, the rule imple-menting that previous Commission decision states that the model used to determine the subsidy shall compute an estimate “using only the number of Access Lines that the CHCF supports.”  A pos-sible construction of this rule would allow all costs of the network to be allocated to first lines only, thereby increasing the subsidy to first lines to make up for the lack of subsidy on second and multiple lines.  The result of this contrived appli-cation of the proxy cost model would be to create a subsidy larger than would have resulted from subsidizing all telephone lines in the first place.  Obviously that result directly con-travenes the previous Commission decision to limit the size of the subsidy, and misapplies the proxy cost model to expand the CHCF.

D. I agree with the majority opinion that the proxy cost model approved in this docket is interim only, and would expect that this and other issues relating to the CHCF will be addressed in an upcoming review and adoption of permanent rules.
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Commissioner

� We further note that the quantification of the impact of our modification to the cost model is subject to some question at this time.
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