Decision No. C98-712

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 98I-335T

IN THE MATTER OF PROPOSED AMENDMENTS TO THE RULES PRESCRIBING THE HIGH COST SUPPORT MECHANISM AND PRESCRIBING THE PROCEDURES FOR THE COLORADO HIGH COST ADMINISTRATION FUND, 4 CCR 723-41.
Order Opening Docket To
Investigate Amendments To Rules

Mailed Date:  July 28, 1998

Adopted Date:  July 22, 1998

I.
BY THE COMMISSION


Statement

1. In its 1996 session, the State Legislature enacted § 40-15-502(5), C.R.S., which directed that, “In order to accom-plish the goals of universal basic service... the commission shall create a system of support mechanisms to assist in the provision of such service(s) in high cost areas....”  To imple-ment this statute, the Commission adopted rules creating the Colorado High Cost Fund (“CHCF”)(see Rules Prescribing the Pro-cedures for Administering the Colorado High Cost Fund, 4 Code of Colorado Regulations (“CCR”) 723-41).  Those rules were recently amended by the Commission in Docket No. 97R-043T.  See Decision Nos. C98-198 and C98-338.  In part, the rules specify the manner in which telecommunications providers are required to contribute to the CHCF, the manner in which providers are to collect end-user contributions to the CHCF, and the method for calculating high cost support to be provided to eligible carriers.

2. On May 18, 1998, Governor Romer signed into law Senate Bill 98-177 (“SB 98-177”).  That law, which became effec-tive on July 1, 1998, amends §§ 40-15-208 and 40-15-502(5), C.R.S., and requires significant changes to the existing high cost fund program previously adopted by the Commission.  For example, the CHCF is in actuality a fund in the State treasury administered in accordance with the Commission’s CHCF Rules.  SB 98-177 abolishes the existing CHCF, while authorizing the Com-mission to establish in its place a High Cost Support Mechanism (“HCSM”).  The size of the CHCF is, in effect, determined by proxy cost models approved by the Commission in separate dockets (e.g., Docket No. 97M-063T).  However, according to SB 98-177 the HCSM is capped at $60,000,000 for calendar years 1998 and 1999.  SB 98-177 effects various other changes to the CHCF program and the manner in which it is to be administered by the Commission.  By Decision No. C98-703, mailed July 24, 1998, we gave Notice of Proposed Rulemaking regarding amendments to the Rules Prescribing the High Cost Support Mechanism and Prescribing the Procedures for the Colorado High Cost Administration Fund, 4 CCR 723-41.  The intent of that proposed rulemaking is to conform the pre-existing High Cost Fund rule to the requirements of SB 98-177.

3. In Docket No. 98M-236T, by Decision No. C98-543 (Mailed Date May 29, 1998), we directed that telecommunications service providers in the State begin collecting a surcharge of 4.23 percent on revenues in order to implement the provisions of the CHCF Rules.  A number of parties requested modification of the directives contained in Decision No. C98-543.  On June 19, 1998, we issued Decision No. C98-613 which, in part, continued the date for commencement of the 4.23 percent surcharge until October 1, 1998.  Decision No. C98-613 retained the date of November 15, 1998 for remitting initial CHCF (or HCSM) payments to eligible telecommunications providers.  However, after further consideration on our own motion, we issued Decision No. C98-650 (Mailed Date July 6, 1998) which requests public comment as to whether implementation of the existing high cost program should be further continued.  The Commission will decide in the near future whether collection of the CHCF (or HCSM) surcharge and disbursement of funds under the existing Rules should be con-tinued until some time after October 1, 1998. 

4. Section 40-15-502(2), C.R.S., requires the Commis-sion to conduct a proceeding no later than July 1, 1999 to con-sider revision of the definition of basic telephone service.  The Commission is just commencing that proceeding, and anticipates conducting public hearings to investigate whether the existing definition of “basic service” should be revised.  Expansion of that definition may affect the CHCF (or HCSM) program (e.g., by adding elements eligible for support from the CHCF (or HCSM)).  By Decision No. C98-481, mailed May 19, 1998, in Docket No. 98I-213T, the Commission initiated an investigation into expanding the definition of basic local exchange service.

5. In light of these developments, the Commission is considering further modification of the existing CHCF (or HCSM) Rules.  In order to receive public comment on the above-mentioned and related issues prior to issuing a notice of rulemaking on these matters, the Commission opens this investigatory docket.  Interested persons will be given the opportunity to comment regarding potential changes to the CHCF (or HCSM) Rules, 4 CCR 723-41 (“Rule”).  Specifically, the Commission invites com-ment on the following issues:

A)
whether the Commission should conform the CHCF (or HCSM) Rules to any changes in, or revision of, the def-inition of basic local service as may be adopted; 

B)
whether the Commission should reexamine the types of access lines and classification of customers whose serv-ice will receive support from the CHCF (or the HCSM);

C)
whether the Commission should reexamine the specification and applicability of the Proxy Cost Model to first lines or limited to classifications of customers; 

D)
whether the Commission should reexamine the requirements placed upon Eligible Providers at the initiation of CHCF (or HCSM) support, or upon a resetting of the support amount, as contained in Rule 4 CCR 723-41-8.7;

E)
whether the Commission should reexamine the timing of the initial collection of the CHCF (or HCSM) rate ele-ment as related to the initial reduction in rates, and whether that reduction should be done only on a permanent basis without the use of an interim rate reduction rider; and

F)
whether the Commission should reexamine the issue of the need for a consumer education effort regarding the CHCF (or HCSM) both at the time of the initiation of the CHCF (or HCSM) rate element, and the need for such a program on a con-tinuing basis, and the coordination of such an effort among the various entities collecting the HCSM rate element.



6.
The Commission will conduct public hearings on these and related issues at times and places specified by future order.  For purposes of administrative economy, the Commission may conduct such public meetings jointly with hearings scheduled to receive public input regarding the expansion of the definition of Basic Local Exchange Service.  Interested persons will be per-mitted to intervene and submit written comments on these matters, and will be permitted to make oral presentations at hearing.



7.
The Commission anticipates issuing a formal notice of proposed rulemaking to revise the CHCF Rules after receiving public comment in this investigatory proceeding.  The Commission, in that future rulemaking docket, may take administrative notice of the record established in the instant docket.

II.
ORDER

A. The Commission Orders That: 

1. This docket is opened for those purposes described above and all other related purposes.

2. Interested persons may file requests for interven-tion in this matter within 30 days of the effective date of this Order.

3. The parties to this case shall file written com-ment on the issues discussed above and all related matters (i.e., suggestions for amending existing rules regarding the Colorado High Cost Fund) within 30 days of the effective date of this Order.

4. Future procedural directives, including the time and location of public hearings shall be specified by future order.

5. This Order is effective upon its Mailed Date.

B.
ADOPTED IN COMMISSIONERS’ WEEKLY MEETING July 22, 1998.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



ROBERT J. HIX
________________________________



R. BRENT ALDERFER
________________________________

Commissioners

COMMISSIONER VINCENT MAJKOWSKI ABSENT.
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____________________

Bruce N. Smith

Director
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