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I. BY THE COMMISSION

A. Statement

1. The Commission opened this Proceeding to: (a) determine whether funds are no longer required by the High Cost Support Mechanism (HCSM) to support universal basic service through its findings of effective competition; and (b) if the Commission determines funds are no longer necessary to support voice service, determine the amount of funds to transfer from the HCSM to the Broadband Deployment Board pursuant to § 40-15-509.5, C.R.S.  
2. Pursuant to C.R.S. § 40-15-509.5 and as discussed below, the Commission transfers $9.45 million in HCSM funds to support rural broadband deployment because these funds are no longer required to support basic service through the 2014 and 2016 EC Findings,
 with the exclusion of findings in 15 wire centers subject to a current court-ordered suspension. With this transfer, sufficient reserves are maintained to meet basic service obligations and uncertainties.  This amount is consistent with the budget allocating $9.45 million to rural broadband set forth in Senate Bill (SB) 17-254.
B. Discussion
3. Legislation reforming Article 15 of Title 40 addressed telecommunications services (2014 Telecom Reform Legislation). 
 Among its revisions, the 2014 Legislative Reform established two primary purposes of the HCSM: (a) to provide financial assistance for basic service in rural, high cost geographic support areas; 
 and (b) to provide access to broadband service through broadband networks in unserved areas by providing funds to a Broadband Deployment Board (Broadband Board).
 The 2014 Telecom Reform Legislation precludes the Commission from providing HCSM support to providers for basic voice service in areas found to have effective competition. 

4. Section 40-15-509.5(3), C.R.S., states that the Commission may transfer to the Broadband Board funds that it determines are no longer required by the HCSM to support universal basic service as a result of findings of the existence of effective competition for basic service pursuant to § 40-15-207(b), C.R.S. (Section 207).  The Commission may fund the deployment of broadband service in unserved areas through the use of HCSM funds collected by the HCSM surcharge rate in effect on May 10, 2014, the date that the 2014 Telecom Reform Legislation took effect.  The surcharge rate of 2.6 percent has not changed since the Commission opened this proceeding and is the same as was in effect on May 10, 2014.  
5. On April 28, 2014, the Commission made its 2014 EC Findings pursuant to Section 207, concluding that 56 wire center serving areas have effective competition for basic service.
  The Commission subsequently transferred approximately $3 million to the Broadband Board based on annual year 2014 calculations and disbursements, because the funds were no longer required to provide basic service.
 

6. In consolidated Proceeding Nos. 15M-0158T and 14M-0947T, the Commission made its 2016 EC Findings, determining effective competition exists in an additional 46 wire center serving areas. 
  The Commission also established HCSM support amounts to be paid to specific providers of basic service for the calendar years 2015, 2016, 2017, and 2018 for areas without findings of effective competition.  
7. Consistent with statutory directives in § 40-15-509.5, C.R.S., the Commission opened this proceeding on its own motion to consider whether funds are no longer required for basic voice service due to the 2016 EC Findings.  Through subsequent decision, the Commission included consideration of both the 2014 and 2016 EC Findings,
 and solicited comments from interested parties and the public.
  

8. Through each decision in this proceeding, the Commission notified and updated parties of the pending appeal filed by NE Colorado Cellular, Inc., doing business as Viaero Wireless (Viaero).  The Commission noted that, as a direct consequence of the uncertainty caused by Viaero’s appeal, funding for broadband deployment pursuant to C.R.S. § 40-15-509.5, is harmed.  However, the Morgan County District Court dismissed all claims raised by Viaero, with the exception of the findings of effective competition in 15 wire centers where Viaero previously received HCSM support. The Commission continues to implement the court-ordered suspension of the effective competition decisions for these 15 wire centers.
  Party comments address HCSM funding concerns and proposed limitations on transfers for broadband due to Viaero’s appeal.  Staff of the Colorado Public Utilities Commission (Staff) provides an accounting that recommends the Commission continue to ensure $3.4 million per year is available in the event of a “worst-case outcome” of Viaero’s Court appeal.
  Staff recommends that this funding may be transferred to the broadband deployment board only after resolution of the case.

9. Even while maintaining this reserve due to Viaero’s appeal, Staff recognized that the Commission could transfer HCSM funds that are no longer necessary for voice because of the 2014 and 2016 ECA Findings, excluding the findings for 15 wire centers currently subject to court-ordered suspension.  Staff noted that the Commission, in its discretion, could find an increase of funds that are no longer necessary for basic service if the HCSM Administrator agrees the traditional reserve may be reduced.   
10. On June 7, 2017, the Governor’s counsel provided a letter, which has been filed in the proceeding.  The letter notes the passage of the long bill (SB17-254) that directs $9.45 million of HCSM towards rural broadband deployment. It further states that SB 17-306 was also passed with certain administrative changes to enable transferring funds to rural broadband by revising § 40-15-509.5, C.R.S. The letter states that, through the 102 wire centers found to have effective competition, millions of dollars in HCSM contributions are no longer needed for voice service.  It requests that the Commission “act quickly” to transfer $9.45 million to rural broadband based on the “clear legislative intent” to deploy these funds to broadband. 
11. The HCSM Administrator recommends that the HCSM Fund include a reserve to cover administrative expenses of approximately $400,000 annually, to manage cash flow, and to address unpredictable events.  In addition, historically, the target reserve amount has included approximated one-fourth of annual HCSM disbursements. 
C. Findings and Conclusions
12. The 2.6 percent surcharge that funds the HCSM
 and quarterly distributions to eligible providers have consistently met the HCSM Administrator’s projections.  Assuming no disbursements are made to support broadband deployment, collections continue at the current 2.6 percent surcharge rate, and all authorized disbursements are made to eligible providers for basic service for the calendar years 2015, 2016, 2017, and 2018, the projected fund balance at the end of 2017 will include over $20 million.  With those same assumptions, the balance at the end of 2018 also will remain at over $20 million. 
13. We find that $9.45 million is no longer required by the HCSM to support universal basic service through our 2014 and 2016 ECA Findings, with the exclusion of the findings for 15 wire centers currently subject to suspension.  Upon the transfer of the $9.45 million from the HCSM Fund to rural broadband development, the HCSM Fund will maintain sufficient funding to support basic service.  

14. The Commission is not required to maintain the target reserve that traditionally included one-fourth of annual HCSM disbursements for basic service.  Staff is correct that the Commission, in its discretion, may reduce this reserve.  The HCSM Administrator confirmed that, in addition to the reduction calculated by Staff, the targeted fund is still solvent through 2018 if the reserve is further reduced.  Consistent with the HCSM Administrator’s calculations, this reserve may be reduced significantly and the Commission can still meet necessary disbursements for basic service.  
15. A reduction of the HCSM Fund by $9.45 million excludes findings for 15 wire centers currently subject to suspension, and will preserve a sufficient balance in the HCSM Fund.
  In addition to our discretionary reserve, the Commission will maintain at least $3.4 million for each year throughout pendency of Viaero’s appeal.
  Upon conclusion of the appeal, the Commission will make the necessary determinations regarding these 15 wire centers to transfer these funds for either basic service or broadband through a separate proceeding, consistent with the court’s orders.  

16. In addition, we agree with statements in the June 7, 2017, letter, including that “fast, reliable internet service has become an essential part of modern life.”  Legislative changes since 2014, including the creation of a dual purpose for the HCSM fund, and passage of the long bill (SB17-254) that directs $9.45 million of HCSM towards rural broadband deployment from the 2017 General Assembly indicate a clear policy that the HCSM fund support broadband in Colorado.  HCSM funds are increasingly unnecessary for the limited offerings provided through basic voice service, particularly as technology and consumer needs move towards services accessible over broadband networks.  

17. We approve transfer of $9.45 million from the HCSM to the broadband deployment board consistent with C.R.S. § 40-15-509.9.  The HCSM Administrator shall transfer these amounts as soon as possible on or after July 1, 2017.    
18. Finally, we find good cause to close this Proceeding upon transfer of these funds.  The Commission will consider opening a new proceeding to determine in the future whether any additional HCSM funds are no longer required to support basic service through findings of effective competition and any amount of funds to transfer from the HCSM to support broadband deployment pursuant to § 40-15-509.5, C.R.S.  
II. ORDER

A. It Is Ordered That:

1. Consistent with C.R.S. § 40-15-509.9, $9.45 million is no longer required by the high cost support mechanism (HCSM) to support basic voice service, consistent with the discussion above.

2.   We authorize the HCSM Administrator to transfer the $9.45 million no longer necessary for basic service from the HCSM to support rural broadband deployment as soon as possible on or after July 1, 2017.  
3. This Proceeding is closed.

4. The 20-day period provided in § 40-6-114, C.R.S., within which to file applications for Rehearing, Reargument, or Reconsideration, begins on the first day following the effective date of this Decision.

5. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
June 14, 2017.
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� The Commission initially opened this proceeding to consider funds no longer necessary through findings in consolidated Proceeding Nos. 15M-0158T and 14M-0947T (2016 EC Findings).  Through subsequent order, we noticed the proceeding to include findings of effective competition in Proceeding No. 13M-0422T (2014 EC Findings).  In addition, the Commission noted a court-ordered suspension of findings made for 15 wire centers in 46 wire centers found to have effective competition in the 2016 EC Findings.  


� The bills include: House Bill (HB) 14-1327, HB14-1328, HB14-1329, HB14-1330, and HB14-1331.


� §40-15-208(2)(a)(I)(A), C.R.S.


� §40-15-208(2)(a)(I)(B), C.R.S.


� §40-15-502(5), C.R.S. (stating HCSM is to assist in the provision of basic service in high-cost areas “without effective competition for basic service, applying the factors listed in section 40-15-207.”). 


� Decision No. C14-0434, issued April 28, 2014, Proceeding No 13M-0422T.


� Decision No. C14-1251, issued October 16, 2014, and Decision No. C14-1424, issued December 4, 2014, and Decision No. C16-0300, issued April 8, 2016, Proceeding No. 04M-388T.


� Decision No. C16-0027, issued January 11, 2016; Decision No. C16-0165, issued March 1, 2016, and Decision No. C16-0237, issued March 22, Proceeding Nos. 15M-0158T and 14M-0947T. 


� Decision No. C16-1161-I, issued December 21, 2016, Proceeding No. 16M-0268T.


� Id.; See also, C16-0327, issued April 18, 2016, and C17-0256-I, issued March 31, 2017, Proceeding No. 16M-0268T. 


� Decision No. C17-0256-I, issued March 31, 2017, Proceeding No. 16M-0268T. 


� NCC also provided HCSM funding amounts for these areas. These amounts were filed confidentially. 


� Funding for the HCSM is provided through a surcharge on telecommunications service providers’ intrastate revenues. The Commission has the statutory duty to determine the surcharge rate, which has been 2.6 percent of intrastate retail revenues since approximately April 2013.  








� Sufficient funding is included in the additional reserve for other potential eligible providers in these areas, including NCC that filed its suggested basic service funding projections in the Weldona wire center confidentially. 
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