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I. BY THE COMMISSION

A. Statement

1. This matter comes before the Colorado Public Utilities Commission (Commission) for consideration of a Motion filed by Qwest Corporation (Qwest) on October 23, 2006. In this Motion Qwest requests that the Commission move the 2005 Audit of the Colorado Performance Assurance Plan (CPAP) to a regional collaborative auditing process (ROC Audit) as allowed by Section 14.6 of the CPAP and Section 17 of the Service Agreement between the Commission and NorthStar Consulting Group, Inc. and Vantage Consulting, Inc. (collectively N/V or the Independent Auditor). 
B. Background

2. In support of its Motion, Qwest states that, in February 2003, the CPAP went into effect. Section 14.6 of the CPAP requires three annual audits of the CPAP performance measurements results and payment calculations to be performed by an Independent Auditor. As such, the Commission entered into a Service Agreement with N/V on January 28, 2004 to provide the auditing services for two years with an annual option to renew for an additional three years. Section 17 of the Service Agreement, entitled “Termination for Cause/Cancellation”allows the Commission to participate in a regional collaborative audit process and terminate the contract on 60 days notice to N/V. 
3. In April 2006, as a result of the Third Year Review of the CPAP, the Commission approved certain changes to the language of the CPAP including a change to Section 14.6 that now provides that any party may request the Commission “conduct any or all of the annual CPAP audit with other states” “jointly or through a collaborative process.” Qwest will continue to be responsible for the cost of the third annual audit. 

4. Qwest contends that, in its order concerning the second annual audit, Decision No. C06-1216, the Commission rejected a majority of N/V’s recommendations. The handful that were accepted generally reflect a matter of documentation verification or other minor matters that can be included in a regional ROC audit. Qwest states that no significant benefit would be gained from the retention of the Independent Auditor to conduct another stand-alone audit of the CPAP for 2005. 

5. On October 27, 2006, NorthStar Consulting Group (NorthStar) filed a letter in response to Qwest’s Motion. In this letter, NorthStar formally notifies the Commission that it will not extend the Service Agreement between the Commission and NorthStar to cover calendar year 2007 for the 2005 annual audit. This notice of non-renewal is provided as required by Section 4 of the Service Agreement, not less than 90 days prior to the termination date. 

6. NorthStar states that there are numerous reasons for not extending its Service Agreement, including Qwest’s current Motion, limited progress over the last four years, the ambiguity of the Independent Auditor’s role based on Decision No. R06-0526-I, arbitrary budget limits imposed on the Independent Auditor, and Qwest’s continual argument for reduced audit scope and budget. 

7. NorthStar states that, as Vantage Consulting remains under contract with the Commission and the 2005 CPAP audit will likely be delayed and diminished, NorthStar’s absence is not likely to present a problem.
8. Staff of the Commission (Staff) filed its Response to Qwest’s Motion on November 6, 2006. In this Response, Staff indicates that it supports the relief requested by Qwest that a regional collaborative process will be more cost effective while maintaining the effectiveness of the audit process in fulfilling the Commission’s objectives under the CPAP.
9. As we noted in Decision No. C06-1216 concerning the 2004 Audit Report and in our deliberations on that matter, it is obvious from the Audit Report and the filings made by N/V and Qwest concerning the Audit process itself that the relationship between the Company and the Auditor has deteriorated significantly. We agree with NorthStar’s premise in its letter that delays in the process are rampant largely due to disagreements over scope, budget and other administrative matters of the audits. 
10. We also have found in the first two annual audits that Qwest has been and remains largely in compliance with the performance measurements and reporting requirements of the CPAP. The problems that have been found by the audits are not systemic and have been corrected by Qwest in a timely manner. 

11. Therefore, we agree with Qwest and Staff that the third annual audit of the CPAP should be moved to be part of the ROC collaborative audit and N/V should be released from the Service Agreement. Qwest is required to file the ROC collaborative audit with this Commission when it is complete. We intend to allow for comments and to make findings and decisions on that audit as we have with the state-specific CPAP audits. 

12. We note that the Service Agreement also required N/V to perform any mini-audits as allowed in Section 14.9 of the CPAP. The mini-audits would include relevant measure and sub-measures that were determined to be inaccurate through the Qwest-competitive local exchange carrier (CLEC) data reconciliation process. However, since February 2003 when the CPAP began, no CLEC has requested that a mini-audit be performed. If, in the future, a mini-audit is requested, we are confident that either Staff can perform the function of auditor or an external auditor can be hired to complete the task. 
13. Further, by this decision Issue 49 from the Third Year Review concerning the scope of the 2005 Audit is resolved. See Decision No. C06-0304.
II. ORDER

A. The Commission Orders That:

1. Qwest Corporation’s Motion to Move the 2005 Colorado Performance Assurance Plan Audit to a Regional Collaborative Audit Process Pursuant to Section 14.6 of the Colorado Performance Assurance Plan is granted.

2. Qwest Corporation shall file the 2005 Regional Collaborative Audit with the Colorado Public Utilities Commission when it is completed.

3. The Service Agreement between the Colorado Public Utilities Commission and NorthStar Consulting Group, Inc. and Vantage Consulting, Inc. will be terminated 60 days from the effective date of this order, pursuant to Section 17 of that Agreement. 
4. The 20-day period provided by § 40-6-114(1), C.R.S., to file an application for rehearing, reargument, or reconsideration shall begin on the first day after the effective date of this Order.

5. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
November 15, 2006.
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