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I. statement

1. This docket was opened by Decision No. C98-355, “for the purpose of investigating and adopting a permanent proxy cost model to be used to determine State high cost funding for providers of local exchange telecommunications service.”
  On June 27, 2000, in Decision No. R00-689-I, the Administrative Law Judge (ALJ) approved a Settlement Agreement (First Settlement Agreement).  The First Settlement Agreement caused the suspension of this proceeding to allow Staff of the Commission (Staff) time 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.  In accordance with the First Settlement Agreement, the parties were to proceed to litigate the Federal Communications Commission (FCC) model known as the Hybrid Cost Proxy Model Version 2.6 (or the most current version).

2. Subsequent to the First Settlement Agreement, the parties met and conducted additional discussions before litigating the FCC model.  A Second Stipulation was filed on April 12, 2002.  By that Second Stipulation, the parties sought an opportunity to conduct additional investigation into the FCC model and inputs.  The parties agreed to work together throughout the remainder of calendar year 2002 to resolve issues with the FCC model in an attempt to refine it to an extent acceptable to all parties.  In the interim, the parties agreed to recommend that the Commission adopt the FCC model with default FCC inputs.  Using Qwest Corporation’s (Qwest) 2001 line counts and revenue benchmarks for the calculation of calendar year 2003 Colorado High Cost Support with this model resulted in a reduction of funding to Qwest.

3. The Second Settlement Agreement covered only the calendar year 2003.  The Stipulation stated that, in the event the parties were unable to reach an agreement on modification of the FCC model and inputs, the parties would litigate changes to the FCC model for calendar year 2004.

4. By Decision No. R02-758-I, July 9, 2002, the Second Settlement Agreement was accepted.  That decision noted that the model needed to include improvements in customer location data, and future models needed to incorporate a wireless component in some fashion.

5. On August 6, 2003, Staff, Qwest, AT&T Communications of the Mountain States, Inc., WorldCom, Inc., and the Colorado Office of Consumer Counsel filed their Motion for Approval of Stipulation and Settlement Agreement.  The movants requested that the Commission accept a stipulation (Third Stipulation) that recommends using the average loop costs from Docket No. 99A-577T to determine high cost support.
  Using the calculation process specified in the Commission’s Rules Prescribing the High Cost Support Mechanism and Prescribing the Procedures for the Colorado High Cost Administration Fund, 4 Code of Colorado Regulations 723-41, and the average line costs from Docket No. 99A-577T, along with Qwest’s 2002 benchmark revenues and 2002 line counts, the proposed support amount for Qwest would be $66,676,388.
  The movants suggest that by using the average cost per line results from Docket No. 99A-577T, consistency will be established between the payment of high cost amounts and loop costs that the Commission approved for Qwest in that other docket

6. The parties have proposed in the Third Stipulation an approach that improves consistency in methodologies used by this Commission.  The ALJ finds that it is reasonable and in the public interest and it should be accepted.

7. Nonetheless, the ALJ is concerned that this proceeding has been going on for five years while the permanent proxy cost model has not yet been obtained.  While perhaps the holy grail of a permanent proxy cost model is elusive, the quest for it continues.  However, the search needs to improve in several ways.  First, this proceeding will be renoticed.  This is important as future versions of any cost model will need to include a wireless component, and wireless providers need an additional opportunity to be a significant part of this proceeding.  Second, in order to assist the parties, the ALJ will schedule status hearings by the Order that follows to allow the parties an opportunity to present the results of their work.  Should an adequate status report be filed in advance of those hearings, they may be canceled.

II. ORDER

A. It Is Ordered That:

1. The Motion for Approval of Stipulation and Settlement Agreement filed August 6, 2003 is accepted.  Average loop costs from Docket No. 99A-577T contained in File 99A-577T workpapers_xls.zip, posted on the Commission’s website, shall be used for the calculation of support for year 2004 Colorado High Cost Support Mechanism.  The Stipulation is incorporated into this Order as if fully set forth and attached as Appendix A.

2. This proceeding shall be renoticed broadly.

3. Status hearings in this proceeding are set as follows:

DATES:
November 13, 2003
 

February 12, 2004
 

May 13, 2004

TIME:

9:00 a.m.

PLACE:
Commission Hearing Room
 

1580 Logan Street, OL2
 

Denver, Colorado

4. This Order shall be effective immediately.
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� Decision No. C98-355, paragraph I.3.


� Docket No. 99A-577T concerned Qwest’s Statement of Generally Available Terms and Conditions.


� Of course, this proceeding only recommends a methodology for costs.  The actual support is determined in other dockets subject to legislative review.  See § 40-15-208, C.R.S.  .
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