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Decision No. C05-1464 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO 

DOCKET NO. 05R-529T 

IN THE MATTER OF THE PROPOSED RULES REGARDING THE HIGH COST SUPPORT 
MECHANISM AND PRESCRIBING THE PROCEDURES FOR THE COLORADO HIGH 
COST ADMINISTRATION FUND. 

NOTICE OF PROPOSED RULEMAKING 

Mailed Date: December 14, 2005 
Adopted Date: December 14, 2005 

I. BY THE COMMISSION: 

A. Statement 

1. The Colorado Public Utilities Commission (Commission) gives notice of 

proposed rulemaking regarding the Rules Prescribing The High Cost Support Mechanism And 

Prescribing The Procedures For The Colorado High Cost Administration Fund (CHCSM), 

4 Code of Colorado Regulations (CCR) 723-2-2855. The proposed rules seek to implement 

House Bill 05-1203, CONCERNING THE EQUITABLE DISTRIBUTION BY THE PUBLIC 

UTILITIES COMMISSION OF HIGH COST SUPPORT MECHANISM FUNDING TO 

ELIGIBLE PROVIDERS, passed by the Colorado General Assembly during its regular 2005 

session effective on July 1, 2005. The effect of the legislation was to eliminate the Colorado 

High Cost Support provisions contained in Rule 2855 applicable to only rural 

telecommunications services providers. 

2. The intent of the rules is to bring the Commission’s rules in compliance with HB 

05-1203. The purpose of legislation is to establish that the CHCSM is distributed equitably to 

eligible providers, and that any eligible provider would not experience a reduction in its high cost 
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support based upon a Commission rule that is not applicable to other telecommunications 

providers. 

3. The proposed rules will reduce the effective period of High Cost Support 

Mechanism (HCSM) support revenue requirement for rural carriers from six years to one year. 

Additionally, the proposed rules will eliminate Rule 2855(f)(1)(B), commonly referred to as the 

“phase-down” provision, in its entirety.  

4. Sections 40-15-201(1) and 40-15-208(2)(a), C.R.S., directs and authorizes the 

Commission to promulgate rules and establish a mechanism for the support and maintenance of 

the high cost support mechanism. The proposed rules, attached as Attachment A are intended to 

accomplish that purpose. 

5. The Commission will conduct a hearing on the proposed rules at the below stated 

time and place.  Interested persons may submit written comments on these proposed rules and 

present these orally at hearing, unless the Commission deems a hearing unnecessary.  In the 

event interested persons wish to file comments, the Commission requests that such comments be 

filed no later than January 25, 2006. Electronically submitted comments will be posted to the 

Commission’s web site.  All submissions will be considered. 

6. Attachment A sets forth the proposed rule changes. 

II. ORDER 

A. The Commission Orders That: 

1. This Notice of Proposed Rulemaking shall be filed with the Colorado Secretary of 

State for publication in the January 10, 2006 edition of The Colorado Register. 
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2. A hearing on the proposed rules shall be held as follows: 

DATE: February 27 through March 3, 2006 

TIME: 9:00 a.m. 

PLACE: Commission Hearing Room A 
Office Level 2 (OL2) 
Logan Tower 
1580 Logan Street 
Denver, Colorado 

At the hearing referenced above, the Commission may set further hearing dates to continue the 

discussion and comment. 

3. Comments from interested persons shall be filed no later than January 25, 2006. 

Replies to comments shall be filed no later than February 8, 2006. The Commission will consider 

all submissions. 

4. This Order is effective on its Mailed Date. 
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B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
December 14, 2005. 

(S E A L) 

ATTEST: A TRUE COPY 

Doug Dean, 
Director 

THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF COLORADO 

GREGORY E. SOPKIN 

POLLY PAGE 

CARL MILLER 

Commissioners 

L:\final\C05-1464_0R-529T.doc 
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2855. Calculation of Support per Access Line for Rural ILECs. 

Incumbent rural providers, who are not average schedule rural providers, shall be eligible for support from 
the HCSM for high costs in three areas:  loops; local switching; and exchange trunks, upon a proper 
showing.  Incumbent average schedule rural providers shall be eligible for support from the HCSM for 
high costs as determined by subparagraph (f)(I), upon a proper showing. 

(a) Support for high loop costs.  The HCSM revenue requirement for high loop costs of rural 
providers who are not average schedule rural providers shall be determined as follows: 

(I) For rural providers with an average unseparated loop cost per working loop less than or 
equal to 115 percent of the national average unseparated loop cost per working loop, the 
HCSM revenue requirement for high loop costs shall be the sum of: 

(A) Zero; and 

(B) The difference between 0.265 and twice the rural provider's intrastate 
interexchange subscriber line usage (SLU) multiplied times the provider's 
average unseparated loop cost per working loop, provided the difference 
between 0.265 and twice the provider’s SLU is greater than zero. 

(II) For rural providers with an average unseparated loop cost per working loop in excess of 
115 percent but not greater than 150 percent of the national average unseparated loop 
cost per working loop, the HCSM revenue requirement for high loop costs shall be the 
sum of: 

(A) The difference between the rural provider's average unseparated loop cost per 
working loop and 115 percent of the national average unseparated loop cost per 
working loop, times 0.10; and 

(B) The difference between 0.265 and twice the rural provider's intrastate 
interexchange SLU times 115 percent of the national average unseparated loop 
cost per working loop, provided the difference between 0.265 and twice the 
provider’s SLU is greater than zero. 

(III) For rural providers with an average unseparated loop cost per working loop greater than 
150 percent of the national average unseparated loop cost per working loop, the HCSM 
revenue requirement for high loop costs shall be the sum of: 

(A) The difference between 150 percent of the national average unseparated loop 
cost per working loop and 115 percent of the national average unseparated loop 
cost per working loop, times 0.10; and 

(B) The difference between 0.265 and twice the rural provider's intrastate 
interexchange SLU times 115 percent of the national average unseparated loop 
cost per working loop, provided the difference between 0.265 and twice the 
provider’s SLU is greater than zero. 

(b) Support for high local switching costs.  Rural providers who are not average schedule rural 
providers shall be eligible for support for high local switching costs.  The HCSM revenue 
requirement for high local switching cost support shall be determined as follows: 
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(I) For rural providers with an average unseparated local switching equipment investment 
per working loop less than or equal to the Colorado average unseparated local switching 
investment per working line as determined by paragraph 2854(f), the HCSM revenue 
requirement for local switching cost support shall be zero. 

(II) For rural providers with an average unseparated local switching equipment investment 
per working loop in excess of the Colorado average unseparated local switching 
equipment investment per working loop as determined in paragraph 2854(f), the revenue 
requirement for high local switching cost support shall be calculated by creating a new 
service category in the separations study and apportioning the costs of the provider to 
this service generally following 47 C.F.R., Part 36.  The service category for the HCSM 
high local switching cost support shall be assigned a portion of Category 3 of local 
switching equipment investment. 

(A) The percentage of Category 3 allocated to the HCSM service category shall be 
known as the "Colorado High Local Switching Cost Allocation Factor" and shall 
be calculated as one minus the sum of: 

(i) The interstate factor(s); 

(ii) The intrastate factor(s) of subparagraph 2415(b)(I)(C); and 

(iii) The local exchange factor. 

(B) The local exchange factor for each rural provider shall be calculated as the: 

(i) Colorado average unseparated local switching equipment Category 3 
investment per working loop, as determined by paragraph 2854(f); 

(ii) Multiplied by the rural provider's local DEM percentage; 

(iii) Divided by the rural provider's average investment per working loop. 

(C) The Colorado High Local Switching Cost Allocation Factor shall not be less than 
zero. If, by the application of the formula of subparagraph (b)(II), the Colorado 
High Local Switching Cost Allocation Factor is less than zero, the factors (ii) and 
(iii) of subparagraph (II)(A) shall be reduced proportionally. 

(c) Support for high exchange trunk costs.  Rural providers who are not average schedule rural 
providers shall be eligible for support for high exchange trunk costs.  The HCSM revenue 
requirement for high exchange trunk cost support shall be determined as follows: 

(I) For rural providers with an average unseparated exchange trunk investment per working 
loop less than or equal to the Colorado average unseparated exchange truck investment 
per working loop, as determined by paragraph 2854(f), the HCSM revenue requirement 
for exchange trunk cost support shall be zero. 

(II) For rural providers with an average unseparated exchange trunk equipment investment 
per working loop in excess of the Colorado average unseparated exchange truck 
investment per working loop, as determined in paragraph 2854(f), the revenue 
requirement for high exchange trunk cost support shall be calculated by apportioning the 
costs of the rural provider to the HCSM service category as established in paragraph (b) 
of the rural provider's separations study following 47 C.F.R., Part 36, as modified by the 
rules found in rule 2415.  The HCSM service category shall be assigned a portion of the 
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investments of Cable and Wire Facilities, Category 2 Exchange Trunk, 47 C.F.R. 
§ 36.155 and a portion of Category 4.12, Exchange Trunk Circuit Equipment, 47 C.F.R. 
§ 36.126(c)(2). 

(A) The percentage allocated to the HCSM service category shall be calculated 
separately for each of these types of investments as one minus the sum of: 

(i) The interstate factor(s), for exchange trunk; 

(ii) The intrastate factor(s) for exchange trunk; and 

(iii) The local factor for exchange trunk. 

(B) The local factor for Category 2 exchange trunk for Cable and Wire Facilities for 
each rural provider shall be calculated as the Colorado average unseparated 
investment per working loop as determined by paragraph (f) of this rule, times the 
rural provider's local relative number of minutes of use percentage divided by the 
rural provider's average investment per working loop. 

(C) The local transport allocation factor for Category 4.12 Exchange Trunk Circuit 
Equipment, for each rural provider shall be calculated as the Colorado average 
unseparated investment per working loop, as determined by paragraph 2854(f), 
times the rural provider's local relative number of minutes of use percentage 
divided by the rural provider's average investment per working loop. 

(d) Support for high costs of average schedule rural providers. 

(I) The HCSM support requirement for high cost support for average schedule rural 
providers shall be determined as the remainder, if positive, of the following process: 

(A) First, the total company revenue requirement for the average schedule rural 
provider shall be determined; 

(B) Next, a value known as the "imputed local network services revenues" shall be 
calculated by the Administrator as the average of the local network services 
revenues, 47 C.F.R. §§ 32.5000 through 32.5069 for all rural providers who are 
not average schedule rural providers, excluding any HCSM revenues; 

(C) Then, the following revenues shall be subtracted from the revenue requirement 
of subparagraph (d)(I)(A): 

(i) All interstate activities and Universal Service Fund (USF) support; 

(ii) Intrastate network access services; 

(iii) Long distance network services; 

(iv) All miscellaneous revenues; and 

(v) The "imputed local network services revenues". 

(e) Local network services Tariff cap.  In no event shall the local network services revenue 
requirement, as defined in 47 C.F.R. §§ 32.5000 through 32.5069 (1995) for rural providers 
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exceed 130 percent of the average of such revenue requirement for local exchange providers that 
are not rural providers. Such excess shall be considered as a part of the rural provider's HCSM 
support revenue requirement. 

(f) Colorado High Cost Fund Administration. 

(I) The Commission, acting as Administrator, and pursuant to rules 2854 and 2855, shall 
determine and establish by order, for each rural provider, the HCSM support revenue 
requirement that will remain effective for a period of ~ ears beginning with 
the date of the order. 

(A) At any time, upon the request and proper support as part of a general rate 
proceeding by a rural provider, the Commission, acting as Administrator, may 
revise the HCSM support revenue requirement that will be effective for a period 
of ~ ears beginning with the date established by the Commission 
order. As a result of a formal complaint or other proceeding, the Commission, 
acting as Administrator, may revise the HCSM support revenue requirement that 
will be effective for a period of ~ ears beginning with the date 
established by the Commission's order. 

(B) Onse establisl=led or revised, no further qualifisation shall be reqwired dwring the 
six year funding period. Dming the funding period, tl=le amo1:1nt of HCSM support 
per assess line sl=lall be phased do1;,<n. Funding shall be fixed for tl=le first t\•,co 
years (any 12 month period) at 100 persent oftl=le funding lei;el established. 
Following the first r,i,io years, the support amo1:1nt sl=lall desline and be phased out 
by year seven. The following is the phase out sshed1:1le: 

¥e-aF Persen~of' 
i:unain~ 

4 400!/4 

-2 ~ 

~ ~ 

4 ~ 

-5 ~ 

~ ~ 

4- 0.!14. 

(GB.) Any HCSM support established through a Commission-granted variance from 
these rules shall be in the amounts and for the time period(s) expressly approved 
by the Commission's order. 

2856. - 2869. [Reserved]. 


