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tHE
PUBLIC UTILITIES COMMISSION
OF THE
STATE OF COLORADO

RULES ESTABLISHING 
RURAL TECHNOLOGY ENTERPRISE ZONES, 
QUALIFYING INFRASTRUCTURE INVESTMENT, 
AND TAX CREDITS FOR IMPROVEMENT 
OF INTERNET ACCESS IN RURAL COLORADO

4 CODE OF COLORADO REGULATIONS (CCR) 723-XX

BASIS, PURPOSE AND STATUTORY AUTHORITY.

The basis and purpose of these rules is to establish procedures relating to the creation of Rural Technology Enterprise Zones (RTEZ) and the associated Internet-access infrastructure technology qualifying for RTEZ income-tax credit as established under §39-32-105, C.R.S.  It is intended that these rules promote investment in transmission infrastructure that allows for improved Internet and/or Internet-type access in Colorado’s rural areas.  These rules are issued pursuant to §39-32-105 and §40‑2‑108, C.R.S.  
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RULE (4 CCR) 723-XX-1.  APPLICABILITY.

These rules are applicable to all persons who provide qualifying infrastructure for Internet and/or Internet-type access in designated rural areas of Colorado. These rules apply to all providers of such access whether their activities are regulated or unregulated pursuant to Colorado statute and Colorado Public Utilities Commission Rule.  These rules are effective for income tax years beginning on or after January 1, 1999 and ending January 2005.  
RULE (4 CCR) 723-XX-2.  DEFINITIONS.

The meaning of terms used in these rules shall be consistent with their general usage in the telecommunications industry unless specifically defined by Colorado statute or this rule. In addition to the definitions in this section, any applicable statutory definitions apply.  In the event the general usage of terms in the telecommunications industry or the definitions in this rule conflict with the statutory definitions, the statutory definitions control.  As used in these rules, unless the context indicates otherwise, the following definitions apply:

723-XX-2.1
Access.  Internet or Internet-type access.

723-XX-2.2
Access Infrastructure (also Qualifying Access Infrastructure). The physical components providing Internet or Internet-type access consisting of certain end-user equipment, the local loop, the hub, and the dedicated transport facilities.
723-XX-2.3
Access Provider.  For purposes of these rules only, any person providing Internet or Internet-type access to end-users. 
723-XX-2.4
Basic Local Exchange Service or Basic Service.  The telecommunications service which provides a local dial tone, access line and local usage necessary to place or receive a call within an exchange area and any other services or features that may be added by the Commission under section 40‑15‑502(2) C.R.S.  Basic Service is comprised of those capabilities and services or features listed in COPUC Rule 723-2-17.1.

723-XX-2.5
Commission or COPUC.  The Public Utilities Commission of the State of Colorado.

723-XX-2.6
End-user.  Any person or public or private entity either using or requesting Internet or Internet-type access for a computer(s), television(s), or other device(s) capable of receiving transmissions utilizing a digital transmission protocol.  End-user does not mean an Internet access provider, telecommunications service provider, or reseller of such services.   

723-XX-2.7
Dedicated transport facility/facilities.  Facility or facilities utilized to transport aggregated end-user transmission traffic to a high-bandwidth Internet-backbone or equivalent facility. 

723-XX-2.8
Hub.  For purposes of this rule, the site and its attendant equipment utilized to consolidate or route end-user transmissions to a dedicated transport facility.

723-XX-2.9
Hub municipality.  The city, town, or village in which the hub resides and at which the dedicated transport facility(ies) begin/terminate.

723-XX-2.10
Internet or Internet-type Access.  A dedicated physical transmission pathway utilizing a digital transmission protocol (e.g., TCP/IP) that allows connection of a hub to a remote computer network(s) for purposes of business, education, or entertainment.

723-XX-2.11
Minimum Transport Bandwidth (MTB).  For purposes of these rules, the minimum qualifying bandwidth that an Internet Access facility makes available for use in transporting the aggregated transmissions of end-users.  The current designated MTB is DS1/T1 bandwidth, 1.544 Megabits per second (Mbps), and may be allocated to both upstream and downstream transmission traffic.

723-XX-2.12
Local Loop  For purposes of this rule, the physical transmission pathway, wireline or wireless, from the end-user premises to the hub.

723-XX-2.13
Qualifying Access Infrastructure.  See Access Infrastructure.

723-XX-2.14
Requestor.  Any person seeking qualification for income tax credit under these rules.

723-XX-2.15
Request or Request Form.  A submittal to the Commission, made by an requestor, which requests Commission review of the requestor’s qualification for RTEZ income tax credit under these rules.  Request for RTEZ income tax credit may occur by use of the Request Form created by the Colorado Public Utilities Commission or by submission of information of the type, detail, and amount found on the COPUC Request Form.

723-XX-2.16
Restricted Community-of-Interest Population.  The population of those municipalities located within a 25-mile radius of a hub municipality and listed in the hub municipality’s community-of-interest local calling area as defined by the appropriate Commission Tariff for the local telephone exchange carrier. 

723-XX-2.17
Rural Technology Enterprise Zone(s) (RTEZ).  The designated geographic area served by a hub within which access infrastructure investments qualify for an investor income tax credit.  RTEZ are determined using hub municipality population, restricted community-of-interest population, and RUS definitions in ratio calculations.

723-XX-2.18
Rural Utilities Service (RUS).  A division of the United States Department of Agriculture (USDA) dedicated to utilities development in rural areas of the United States.  RUS population definitions for “Exceptionally Rural Area,” “Rural Area,” “Mid-rural Area,” and “Urban Area” are utilized in RTEZ calculations. 

RULE (4 CCR) 723-XX-3.  COMMISSION JURISDICTION.

The Commission has limited jurisdiction over the activities of advanced services such as are typically related to Internet-type access, e.g., digital services and private line.  It is expected that these rules will not conflict with other rules that mandate direct Commission oversight of certain other telecommunications services. To eliminate possible conflict, the Commission provides the following directives.

723-XX-3.1
Request conflict review.  All Request Forms submitted to the Commission will be analyzed for possible conflict with established Colorado Statute, Commission rule, or current Commission policy.  Specific attention will be paid to infrastructure arrangements’ impact or potential impact on Basic Service.

723-XX-3.2
Conflict resolution.  All conflicts between these rules and established rules invoking the Commission’s regulatory oversight may result in a complete suspension of these rules and a rejection of the Request Form by the Commission. 

RULE (4 CCR) 723-XX-4.  DESIGNATION OF RURAL TECHNOLOGY ENTERPRISE ZONES (RTEZ). 

Rural Technology Enterprise Zones (RTEZ) are flexible geographic regions based on the populations of hub cities and towns from which Internet access is provided.  RTEZ designation has primary basis on hub municipality population and secondary basis on ratio measurements of the hub population versus benchmark and regional populations.  A modification of the USDA Rural Utilities Service’s (RUS) rurality description provides the basis for a hub’s qualification as an RTEZ. 

723-XX-4.1 
Hub Location Municipality and Rurality Description.  The hub location determines the municipality for calculation and is used in both primary and secondary qualification.  The most recent hub-municipality population, as estimated by the Colorado Department of Local Affairs, is applied to the following rurality descriptions:

723–XX-4.1.1
An Exceptionally Rural Area is defined as a municipality having a population less than or equal to 5,000 persons. 

723–XX-4.1.2
A Rural Area is defined as a municipality having a population of greater than 5,000 but less than or equal to 10,000 persons.

723–XX-4.1.3
A Mid-rural Area is defined as a municipality greater than 10,000 but less than or equal to 20,000 persons.

723–XX-4.1.4
An Urban Area is defined as a municipality greater than 20,000 persons. 

723-XX-4.2
RTEZ Primary Qualification.  Primary qualification for hub municipality designation as an RTEZ is based solely on its rurality description.

723–XX-4.2.1
Any Exceptionally Rural Area hub municipality qualifies as an RTEZ.

723–XX-4.2.2
Any Rural Area hub municipality must qualify under RTEZ Secondary Qualification.

723–XX-4.2.3
Any Mid-Rural Area hub municipality must qualify under RTEZ Secondary Qualification.

723–XX-4.2.4
Any Urban Area hub municipality does not qualify as an RTEZ under either primary or secondary qualification.

723-XX-4.3
RTEZ Secondary Qualification.  Secondary qualification for a hub municipality designation as an RTEZ is based upon comparing ratios of:  (i) hub municipality population and the rurality description benchmark population (R1), and (ii) hub municipality population and the Restricted Community-of-Interest Population (R2).

723-XX-4.3.1
The hub municipality and benchmark population ratio (R1) calculation is differentiated by its rurality designation, i.e., Rural Area or Mid-rural Area.

723-XX-4.3.1.1
Equation 1, Rural Area hub population R1 calculation;

(EQ.1) R1 = [(Hub Population)/(10,000) x 0.50].

723-XX-4.3.1.2
Equation 2, Mid-Rural Area hub population R1 calculation;

(EQ.2) R1 = [(Hub Population)/(20,000)].

723-XX-4.3.2
The hub municipality and Restricted Community-of-Interest Population ratio (R2) is not differentiated by rurality designation.

723-XX-4.3.2.1
Equation 3, Restricted Community-of-Interest population calculation;

(EQ.3) RCpop = [Sum of populations of hub municipality’s local calling area minus population of towns outside of 25-mile radius from hub].

723-XX-4.3.2.2  Equation 4, calculation of R2;

(EQ.4) R2 = [Hub Population/RCpop].

723-XX-4.3.3
Ratios R1 and R2 are compared to determine secondary qualification status.

723-XX-4.3.3.1
If R2 is equal to or greater than R1, then the hub municipality qualifies for RTEZ designation.

723-XX-4.3.3.2
If R2 is less than R1, then the hub municipality does not qualify for RTEZ designation.

RULE (4 CCR) 723-XX-5.  DESIGNATION OF QUALIFYING INTERNET ACCESS INFRASTRUCTURE TECHNOLOGY INVESTMENTS AND PERCENTAGE OF INVESTMENT TOWARDS CREDIT.  

These rules are created to be technology-neutral. All requestors deploying infrastructure investments meeting the rule requirements shall be eligible to receive the applicable income tax credit regardless of the type of technology utilized.

723-XX-5.1
General Requirements and Conditions.  Qualifying infrastructure must provide Internet or Internet-type Access as defined in 723-XX-2.10 over Access Infrastructure as defined in 723-XX-2.2. Only physical plant costs qualify as infrastructure investment; no administrative or other costs, such as franchise costs, qualify. Only direct costs to the Access provider are qualifying investment. Qualifying infrastructure investment may be either non-recurring or recurring costs.  

723-XX-5.2
Infrastructure Arrangement.  Review of infrastructure arrangement(s) will be based on the following model:

723-XX-5.2.1
Existence of a local loop section that connects end-user equipment to the access provider’s hub; 

723-XX-5.2.2
A hub which aggregates the upstream and downstream end-user traffic, disseminates downstream end-user traffic, and/or performs other local routing functions;

723-XX-5.2.3
A dedicated transport facility over which the aggregated end-user traffic is routed to and from an Internet backbone or similar facility;

723-XX-5.2.4
Any combination of technologies that perform analogous functions to those listed above.

723-XX-5.3
Local Loop Investment.  To the extent an Access Provider provides or improves the local loop transmission pathway to an end-user, 100 percent of the provider’s non-recurrent physical and construction costs of these provisions/improvements shall be considered as part of the qualifying investment.  This may include any end-user premise equipment necessary for the transmission and reception of Internet or Internet-type service transmissions.

723-XX-5.4
Hub Investment.  100 percent of the cost of the non-recurrent physical plant investment in the hub that serves an RTEZ is a qualifying investment. 

723-XX-5.5
Dedicated Transport Facility Investment. 100 percent of the recurrent and non-recurrent cost of providing the dedicated transport facility(ies) for aggregation of end-user traffic is a qualifying investment.  The dedicated transport facilities must begin/terminate within the hub municipality and have a minimum transport bandwidth (MTB) of 1.544 Megabits per second (Mbps).  

723-XX-5.6
Variation from Rule 723-XX-5.  If it is shown that an requestor has provided Internet or Internet-type access in an RTEZ-qualifying municipality by means designed and employed in other ways than the model incorporated in these rules, the Commission may review an request on its own merit.  At that time, the Commission shall designate corresponding credit percentages for the infrastructure investments. 

RULE (4 CCR) 723-XX-6.  REQUEST GUIDELINES.

723-XX-6.1
§39-32-105, C.R.S. Guidelines.  Requestors must follow the guidelines and procedures incorporated in §39-32-105 and any rules promulgated by the Colorado Department of Revenue for purposes of enacting that statute.  The following guidelines are for clarity within these rules only; nothing in these rules should be construed as superseding guidelines and limitations incorporated in those statutes or other rules.

723-XX-6.1.1
These rules are effective for income tax years beginning on or after January 1, 1999 and prior to January 1, 2005.

723-XX-6.1.2
The total allowed income-tax credit is 10 percent of the total qualifying infrastructure investment; the credit shall not exceed $100,000 in any one year.

723-XX-6.2  Commission Guidelines.

723-XX-6.2.1
The Requestor will provide such information as is required to determine the qualification of the area for designation as an RTEZ; qualification of the infrastructure as providing Internet or Internet-type access to end-users; and the dates and amounts of cost incurred as a result of infrastructure deployment.  

723-XX-6.2.2
The Commission will provide RTEZ request packets, including examples of RTEZ calculations, to all requesting parties.  RTEZ requests will be accepted at the Commission offices during regular business hours.  Requests that do not use the Commission request but have equivalent information of the type, detail, and quantity as found on the Commission request form will be accepted.

723-XX-6.2.3
Infrastructure investments are examined on a calendar year basis; the Commission will accept only one request submittal per Access Provider per RTEZ per year.

723-XX-6.2.3.1
Requestors wishing to file income tax returns by April 15 must submit RETZ qualification requests to the Commission by February 1.   

723-XX-6.2.3.2
Requestors filing an income tax extension until August must submit RTEZ qualification requests to the Commission by June 1. 

RULE (4 CCR) 723-XX-7  COMMISSION RTEZ CERTIFICATION FORM. 

723-XX-7.1
Issuance of Certification Form.   Requestors that substantiate infrastructure investment in RTEZ will receive a form from the Commission certifying the quantity of infrastructure investment and the amount of associated income tax credit.  Certification must be attached to the income tax return(s) submitted to the Colorado Department of Revenue to receive the actual credit; the Commission only certifies that the requestor qualifies for such credit.

723-XX-7.2
Denial of Request.  If for any reason a request is denied, the Commission will provide the requestor the reason and governing rule citation for the denial in written form.  If the requestor believes that the denial was in error, the requestor may formally petition the Commission outside of the request process for a secondary review of the original submittal with supplemental information revealing the error in the Commission’s initial review. 

RULE (4 CCR) 723-XX-8.  VARIANCE AND WAIVER.

The Commission may permit variance or waiver from these Rules, if not contrary to law, for good cause shown if it finds that compliance is impossible, impracticable or unreasonable.
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