Decision No. R02-758-I

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 98M-147T

joint motion for enlargement of time within which to file a stipulation and settlement agreement or, in the alternative, a revised procedural schedule.

interim order of
administrative law judge
ken f. kirkpatrick
accepting stipulation and
settlement agreement

Mailed Date:  July 9, 2002

i.
statement

A. On April 12, 2002, Staff of the Public Utilities Commission (“Staff”), Qwest Corporation (“Qwest”), AT&T Communications of the Mountain States, Inc. (“AT&T”), WorldCom, Inc. (“WorldCom”), and the Colorado Office of Consumer Counsel (“OCC”) filed their Joint Motion to Vacate Procedural Schedule and to Approve Stipulation and Settlement Agreement.  Attached to the motion was a Stipulation and Settlement Agreement entered into by the movants.

B. By Decision No. R02-483-I, April 30, 2002, a hearing on the Stipulation was scheduled to address certain issues set forth in that decision.  The hearing was continued once and ultimately came to be heard on July 1, 2002 in a Commission hearing room in Denver, Colorado.  During the hearing Qwest, Staff, OCC, and AT&T offered testimony in support of the Stipulation.  WorldCom appeared in support of the Stipulation but did not offer evidence.

C. At the conclusion of the hearing the matter was taken under advisement.

D. For the reasons set forth below the Stipulation should be accepted.

II.
findings and conclusions

E. This proceeding concerns the adoption of a cost proxy model for Part 1 of the Commission’s High Cost Support Mechanism and Procedures for Administering the High Cost Fund, 4 Code of Colorado Regulations 723-41.  The purpose of the proceeding is to investigate and adopt a permanent cost proxy model to be used to determine State high cost funding for certain providers of local exchange telecommunications service.

F. On June 27, 2000, in Decision No. R00-689-I, the Administrative Law Judge approved a Settlement Agreement (“First Settlement Agreement”).  That First Settlement Agreement caused the suspension of this proceeding to allow Staff time to consider the feasibility of developing its own proxy cost model and if possible to develop such a model.  On October 26, 2001, Staff filed its Notice of Inability to develop its own proxy cost model.  As a result in accordance with paragraph 10 of the First Settlement Agreement the parties are proceeding to litigate the Federal Communications Commission (“FCC”) model known as the Hybrid Cost Proxy Model version 2.6 (or the most current version).  A procedural schedule was established in Decision No. R01-1223-I which scheduled a hearing for the week of June 4 through 7, 2002.

G. Subsequent to that decision the parties met and conducted additional discussions.  This settlement (“Second Stipulation”) followed.

H. The parties seek an opportunity to conduct additional investigation into the FCC model and inputs.  The parties will work together throughout the remainder of calendar year 2002 to resolve these issues in an attempt to continue to refine the FCC model to an extent acceptable to all parties.  In the interim, without endorsing the FCC’s model or its inputs, the parties agree to recommend that the Commission adopt the FCC’s model with default FCC inputs, using Qwest’s 2001 line counts and revenue benchmarks for the calculation of calendar year 2003 Colorado high cost support.  Adopting this methodology will result in a reduction of the funding from the Colorado High Cost Support Mechanism to Qwest from $57,974,812 to $45,305,323, resulting in a shortfall of $12,669,489.

I. The parties have agreed not to challenge Qwest’s right to make a revenue neutral filing to recover the shortfall.  Qwest has agreed not to propose any increases in wholesale pricing; all other parties have reserved their rights to dispute any remaining issues in the filing including the distribution of the proposed rate increases.

J. The Second Stipulation covers only the calendar year 2003.  In the event the parties are unable to reach an agreement on modification to the FCC model and inputs the parties will litigate changes to the FCC model for calendar year 2004 High Cost Support Mechanism distribution.

K. Testimony at the hearing indicated that the parties have been working diligently in an attempt to refine the FCC model and inputs to that model to obtain the most accurate results for Colorado.  This needs to include improvements in customer location data.  Also, future models will need to incorporate a wireless component in some fashion.

L. The parties’ goal of attempting to obtain the most accurate distribution of high cost funding within the state is shared by the Commission.  The Second Stipulation is a reasonable, temporary measure that will allow the parties time to further work in that direction.  Therefore the Stipulation and Settlement Agreement filed April 12, 2002 is found to be in the public interest and it is accepted.

ii.
order

M. It Is Ordered That:

1. The Stipulation and Settlement Agreement filed April 12, 2002 is accepted.  The Commission shall use the Federal Communications Commission synthesis model with default Federal Communications Commission inputs, using Qwest Corporation’s 2001 line counts and revenue benchmarks, for the calculation of the calendar year 2003 Colorado high cost support.  Qwest Corporation’s support for 2003 will be $45,305,323.  Qwest Corporation is authorized to make a revenue neutral filing to make up the shortfall of $12,669,489.

2. Staff, on behalf of all parties, shall file a status report commencing October 1, 2002, and every three months thereafter informing the Commission of the status of the parties’ efforts in this proceeding.

3. This Order shall be effective immediately.
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