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* * * 

APPLICATION OF US WEST COMMUN!-) 
CATIONS, -INC., FOR A VARIANCE ) 
FROM CERTAIN RULES PRESCRIBING ) 
PRINCIPLES FOR COSTING AND PRIC-) DOCKET NO. 95A-363T 
ING OF REGULATED SERVICES OF ) 
TELECOMMUNICATIONS SERVICE PRO- ) 
VIDERS, 4 CCR 723-30. } 

RBCOMMENDED DECISION OF 
ADMINISTRATIVE LAW JUDGE 

KEN F. KIRKPATRICK 
ACCEPTING STIPULATION AND 

GRANTING WAIVER 

Mailed Date: December 8, 1995 

Appearances: Kathryn E. Sheffield, Esq., and 
William Ojile, Esq., Pro Hae Vice, Denver, 
Colorado, for u S WEST Communications, 
Inc.; 

Thomas F. Dixon, Esq., Denver, Colorado, for 
MCI Telecommunications Corporation; 

Rebecca Decook, Esq., Denver, Colorado, f or 
AT&T Communications of the Mountain States, 
Inc.; 

Deborah S. Waldbaum, Assistant Attorney 
General, Denver, Colorado, for the Office 
of Consumer Counsel; and 

Mana Jennings-Fader, Assistant Attorney 
General, for the Staff of the Commission . 

I . STATEMENT 

1. This application was filed on July 31, 1995, and the Com­

mission gave notice of it on August 4, 1995. Interventions were 

filed by AT&T Communications of the Mountain States, Inc., on 

September 5, 1995; by MCI Telecommunications Corporation on 



•' 

September 1, 1995; by Sprint Communications Company L. P. 

( 
11 Sprint 11 

) on September 5, 1995; by the Office of consumer Counsel 

{ 
11 OCC 11 

) on September 22, 1995; and by the Staff of the Commission 
,, 

{"Staff");: on October 10, 1995. OCC' s intervenciion and Staff's 

intervention were untimely, but were granted by the undersigned. 

Sprint withdrew its intervention on November 13, 1995. 

2. The matter was originally scheduled for a hearing to be 

held on October 23, 26, and 27, 1995 in a Commission hearing room 

in Denver, Colorado. That hearing was rescheduled at the request 

of Applicant U S WEST Communications, Inc. ( "U S WEST"), for 

November 29 and 30, 1995, and December 1, 1995 in a Commission 

hearing room in Denver, Colorado. Active settlement negotiations 

by the parties produced a stipulation and settlement which was 

finalized on November 29, 1995. The matter was then called for 

hearing on November 30, 1995. 

3. At the hearing, the stipulation was offered as well as 

testimony in support of the stipulation. Exhibits A, Al through 

AS, B, C, D, Dl, F, H, Hl, I, K, and L were identified, offered, 

and admitted into evidence. At the conclusion of the hearing, the 

matter was taken under advisement. 

4. In accordance with§ 40-6-109, C.R.S., the undersigned now 

transmits to the Commission the record and exhibits of this pro­

ceeding along with a written recommended order. 
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1. 

A. Findings and Conclusions 

1. This application as filed sought a waiver1 from 

Rules 4 (1) (a) , (b}, and (c), Rules 4 (2) {a) (ii} and (iii}, 

Rule 4 (1) ,:-(f), Rule 5 (2) (a), Rule 6 (1) (a), Rule 6 (1) (f), and 

Rule 6(2r(c) of the Rules Prescribing Principles for Costing and 

Pricing of Regulated Services of Telecommunications Service Pro­

viders, 4 Code of Colorado Regulations 723-30 ("Rules"). As 

part of the stipulation and settlement that was reached by the 

parties, US WEST has withdrawn its request for a variance from 

Rule 4 (2) (a} (ii) . 

2. The evidence and testimony establish that strict com­

pliance with the remaining rules from which US WEST has sought a 

waiver will be impracticable or unreasonable. 

B. Discussion 

1. The stipulation contains several items which merit dis-

cussion. First, all parties agree that any waiver should apply 

only to service rate proposals filed by U S WEST on or before 

July 1, 1996. This an appropriate period of time given the chang­

ing telecommunications environment. 

2. US WEST clarified that its annual filing of fully dis­

tributed cost studies and the workpapers associated with those 

studies, sanctioned by the waiver granted in this proceeding, will 

be a formal filing for Commission approval. 

1 Some of the testimony indicates a difference between the term "waivern 
and "variance." This decision and order uses the terms interchangeably. 
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3. Pursuant to the variance granted in this proceeding, 

US WEST will be allowed to provide a revenue to total loop cost 

matrix on a quarterly basis rather than with each service rate pro­

posal . H;?wever, if there is a significant change', US WEST will 

submit the updated information to the Commission within a reason-

able time. U S WEST clarified at hearing that any change of 

5 percent or more would be considered to be significant and trigger 

a new filing. Finally, concerning Rules 4(1) (f), 5(2) (a), and 

6(2) (c), the waiver granted in this proceeding will allow US WEST 

to impute bottleneck monopoly inputs at their tariffed rates and 

other inputs at their Total Service Long-Run Incremental Costs. 

Us WEST clarified that with any filing it would undertake to dem­

onstrate why something is or is not a bottleneck monopoly input. 

This is a recognition that US WEST has both the burden of going 

forward and the burden of persuasion on this issue in any filing. 

4 . The stipulation contains several other provisions which 

are clear and need no additional explanation. 

c. Conclusions 

1. The Stipulation and Settlement Agreement submitted by 

the parties to this proceeding is just and reasonable and in the 

public interest and it should be accepted. 

2. In accordance with§ 40-6-109, C.R. S., it is ~ecom­

mended that the Commission enter the following order. 
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II. ORDER 

The Commission Orders That: 

1. Docket No. 95A-363T, being an application of U S WEST 
.,. 

Communica~ions, Inc. , is granted in accordance w£th the terms of 

the Stipu°lation and Settlement Agreement, Exhibit K. U S WEST 

Communications, Inc., is granted a waiver of Rules 4 (1) (a), 

(b), and (c), Rule 4 (2) (a} (iii), Rule 4 (1) (f), Rule 5 (2) (a} , 

Rule 6 (1) {a}, Rule 6 (1) (f}, Rule 6 (2) (c), and Rule 6 {3} (a} of the 

Rules Prescribing Principles for Costing and Pricing of Regulated 

Services of Telecommunications Service Providers, 4 Code of 

Colorado Regulations 723-30, as set forth in the Stipulation and 

Settlement Agreement. The Stipulation and Settlement Agreement is 

incorporated into this Order as if fully set forth, and it is 

attached to this Decision as Appendix A. 

2. The waiver granted in this Decision and Order applies to 

all service rate proposals filed by Us WEST Communications, Inc., 

on or before July 1, 1996 . 

3. This Recommended Decision shall be effective on the day it 

becomes the Decision of the Commission, if that is the case, and is 

entered as of the date above . 

4. As provided by§ 40-6-109, C.R.S., copies of this Recom­

mended Decision shall be served upon the parties, who may file 

exceptions to it. 

a. If no exceptions are filed within 20 days after serv­

ice or within any extended period of time authorized, 

or unless the Decision is stayed by the Commission upon 
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its own motion, the recommended decision shall become 

the Decision of the Commission and subject to the 

provisions of§ 40-6-114, C.R.S. 
~ ~ 

b. If a party seeks to amend, modify, annul, or reverse 

basic findings of fact in its exceptions, that party 

must request and pay for a transcript to be filed, or 

the parties may stipulate to portions of the tran­

script according to the procedure stated in§ 40-6-113, 

C.R.S. If no transcript or stipulation is filed, the 

Commission is bound by the facts set out by the 

Administrative Law Judge and the parties cannot chal­

lenge these facts. This will limit what the Commis­

sion can review if exceptions are filed. 

5. If exceptions to this Decision are filed, they shall not 

exceed 30 pages in length, unless the Commission for good cause 

shown permits this limit to be exceeded. 

(SEAL) '1'BE PUBL:IC trrILrI'n!S COMMXSSI:ON 
OF TBE STATE OP COLORADO 

• 
n:N' F. E:tlUCPATR.l:ClC 

.Administrative Law Judge 

363T.KFK 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OFTHESTATEOFCOLORADO 

* * * 

APPLICATION OF US WEST ) 
COMMUNICATIONS, INC. ) 
FOR VARIANCE FROM CERTAIN ) DOCKET NO. 9SA-363T 
RULES PRESCRIBING PRINCIPLES FOR ) 
COSTING AND PRICING OF REGULATED ) 
SERVICES OF TELECOMMUNICATIONS ) 
SERVICE PROVIDERS, 4 CCR 723-30. ) 

• 
STIPULATION AND SETfLEMENT AGREEMENT 

U S WEST Communications, Inc. ("U S WEST"). the Staff ofthe Colorado Public 

Utilities ('.nmmission ("Staff"). the Colorado Office ofConsumer Counsel ("OCC"), AT&T 

Communications ofthe Mountain States, Inc. (" AT&T"), and MCI Telecommunications • 

Cotpomtion ("MCij, collectively referred to ~.,·"P~es," respectfully submit this Stipulation 

and Settlement Agreement(" Agreement") for approval by the Colorado Public Utilities 

Cnmrnismon (the "Comrnisfilon"), pursuant to Rule 83(a) ofthe Commission Rules ofPractice and 

Procedure: 

RECITALS 

I. On July 31, 1995, U S WEST filed an Application for Variance from certain of the 

Rules Prescribing Principles for Costing and Pricing ofRegulated Services of Telecommunications 

Service Providers ("the Rules"), 4 CCR 723-30. The Application was supported by Affidavits of 

U S WEST witnesses Geraldine Santos-Rach and Dallas Elder. 

Exh. No. 
Appl. No. 
Witness 
Date 



2. The Rules were adopted in Decision No. .C93-612 in Docket No. 92R-596T. Rule 

7(3) ofthe Rules allows a variance from the Rules on good cause shown ifthe Commission finds .... 

compliance to ~ -impossible, impracticable, or wueasonable. 

3. U S WEST, with its Application, sought a variance from certain Rules, which 

variance would apply to all service rate proposals filed by U S WEST between the granting of 

the variance and July I, 1996. 

4. US WEST specifically requested a variance from Rules 4(1)(a), (b), and (c), 

Rules 4(2)(a)(ii) and (iii), Rule 4(l)(f), Rule 5(2)(a), Rule 6(1)(a), Rule 6(1)(f), and Rule 6(2)(c). 

5. MCI, AT&T, Sprint Communications Company, LP ("Sprint"), the OCC and 

Staff all e.ntered appearances and petitioned to intervene in the case, which petitions were 

ultimately granted. Sprint subsequently withdrew its interve.ntion. 

6. The Cnroroission issued an order on September 20, 1995, setting the hearing in 

this docket for October 23, 26, ·anc127, 1995. Upo_n motion ofU S WP.ST, and by agreement of 

the parties, the bearing dates were vacated and rescheduled for November 29, 30, and December 

l, 1995. Intervenor testimony ofthe Staff, AT&T, and MCI was filed on November 13, 1995, 

and US WEST rebuttal testimony was filed on November 20, 1995. Toe testimony filed by 

Staff generally supported the variance requests, while the testimony ofAT&T and MCI 

challenged certain ofthe requests. 

7. The Parties entered into good faith negotiations to detennine whether a mutually 

acceptable agreement could be reached with respect to the variance requests, which the Parties 

could present to the Commission for its consideration and acceptance. 
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8. The Parties have reached a mutually acceptable agreement regarding the variance 

requests as detajled below. The Parties believe certain ofthe variance requests, as detailed below, 
. ' 

~ 

to be reasonable and to be in the public interest. Based on the Parties' agreements, certain prefiled 

testimony will be withdrawn and other portions redacted and presented in new fonn to the 

Commission with this Stipulation and Settlement Agreement. 

NOW, TIIBREFORE, the Parties agree and stipulate to the following: 

AGREEMENT 

9. The Parties support a Commissinndecision approving this Agreement. • 

10. The Parties have attempted to providethe Commission with redacted testimony 

which reflects the Parties' agreement concerning certain terminology. In addition, U S WEST will 

not offer the rebuttal testimonyofDanPurkey; and AT&T will not offer the testimony ofCharles 

Miller. 

11. TheParties agree that to tbe extent tb_at any ofthe remaining testimony entered into 

1herecord in this proceeding is inoonsistent with the terms ofthis Agreement, thattestimony should 

be disregarded. Fmther, to the extent any ofthe Parties' testimony refers to testimony that is 

withdrawn under this Agreement, those references should be disregarded. 

12. With respect to the specific variance requests the parties agree that the requests 

should be granted or resolved in the following manner: 

a. Rule 4(1 )(a) and Rule 6(3)(a): 

The Parties agree that U S WEST should be allowed to submit its Fully 

Distributed Cost ("FDC,,) studies and the work.papers associated with those studies annually with 

its segregated financial results, rather than submitting those FDC studies and workpapers with each 

3 



AppcndixA 
Docket No. 9SA-363T 
DccisiQcl No. R9S-1219 
Dca:nlber 8, 1995 
Page 4 of9 Paces 

service rate proposal as requirf:d by the above two rules. The Parties agree that FDC study results 

and workpapers_~o not change significantly from filing to filing and that an annual submission of 
,r 

those studies mia results would be reliable and would satisfy the requirements-
;. 

and the intent ofthe 

Commission's rules. The Parties also recogniz.e that multiple filings ofthe same FDC studies and 

workpapers involves submitting anenormous amount ofpaper that creates an unnecessary burden. 

The Parties agree that this variance applies only to the required FDC studies and not to the required 

Total Service Long Run Incremental Cost ("TSLRIC") studies. 

b. Rules 4(1)(]>) and (c.); • 

The above rules require that ifa provider offers a new or single service 

which uses a partofthe existing investment, a surrogate for a fully distributed cost study must be 

performed for the new or single service in addition to a TSLRIC study. The Parties agree that U S 

~ shouldbe allowed to use Fully Allocated Costs ("FAC"),.as defined in this agxcement, as a 

smrogate for FDC for new and single services. ~Parties agree 1hat the tenn F AC refers to: (1) 

Average Volume Sensitive Costs+ (2) Average Service Specific Fixed Costs+ (3) a proportionate 

share ofShared Residual Costs+ (4) a proportionate share ofOverhead Costs. The Parties agree 

that, for compliance purposes only and for the period until July 1, 1996, Fully Allocated Costs, as 

defined in this Agreement arc an acceptable SUITOgate for Fully Distnouted Costs for new and 

single services and that granting this variance request is consistent with the intent ofthe 

Commission's rules. 

c. Rules 4(2)(a)(ii): 

US WEST originally sought a variance from Rules 4(2Xa)(ii) and (iii). 

With respect to Rule 4(2Xa)(ii), US WEST requested that it be allowed to substitute a partial list of 
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services to demonstrate group cost coverage rather than an entire list ofservices. After further 

review ofthat rule and discussion between the. Parties, the Parties agree that U S WEST does not 
., . .-. 
.- !. 

need a variance:from this rule because itdoes not impact U S WEST' s filing ~uirements in any 

particular case, but rather, goes to the ultimate burden ofshowing that group costs are covered. The 

Parties agi-ee that whether U S WEST has met its burden ofshowing group cost coverage under this 

rule is a decision that would be made after all ofthe evidence in the case bad been presented and is 

not a filing requirement which must be met by U S WEST when it makes an initial filing with the 

CommissiQn. Basedon this agreement ofthe Parties, US WEST withdraws its request fcu variance 

ofthis rule. The Parties agreethat any testimony in support oforopposing this particular variance 

request and/or the validity ofADSRC should be disregarded. 

d RuJe 4(2)(a)(iil); 

The ~esagree that, in order to be in compliance with this rule, U S 

WEST should beallowedtoprovide a revenue to total loop cost matrix on a quarterly basis rather 

1han with each service rate proposal. The Parties fur1her agree that ifthere is a significant change in 

the results which warrants a filing sooner than the quarterly filing, U S WEST will submit the 

updated information to the Commission within a reasonable time. The Parties agree that filing this 

information quarterly is sufficient and furthers the intent ofthe Commission's rule, especially in 

light ofthe fact that the numbers do not nonnally vary significantly from filing to filing. Given the 

added protection that a new matrix will be filed earlier ifwarranted, the Parties agree that this 

variance should be granted. 
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The Parties agree that the Commission should clarify that the intent ofthese ... 
. 

imputation rul~ is to require imputation of bottleneck monopoly inputs at tariffed rates and the 

inclusion ofother inputs at their TSLRIC. The Parties agree that, ifthe Commission's clarification 

is different fi:om that suggested by the Parties, U S WEST should be permitted to impute bottleneck 

monopoly inputs at their tariffed rates and other inputs at their TSLRIC. The Parties agree that 

while the rules do not give specific direction, the interpretation suggested meets the purposes of 

imputation. The Parties agree that the determination ofwhat specific elements are "bottleneck 

monopoly inputs" in any particular imputation study filed with a specific tiling is an issue that will 

be resolved during the proc,eedings on the merits ofthe case, and is notan issue_for initial 

compliance with the Commission's r,ues. 

f. Rule 6{l)(f): 

This rule requiresa proviclc:,rto explicitly identify all shared and overhead 

costs and specify those included in1he cost study and those excluded. The rule funher requires the 

provider to separately quantify the reduction in the cost estimates that would result ifshared and 

overhead costs were excluded. The Parties agree that, for purposes ofFDC studies only, the 

Commission should require only the overhead costs and the implied shared costs ofthe access line 

for the quantification ofthe reduction in the costs estimates that would result ifthe shared costs 

were excluded in FDC results. FDC studies include shared costs and U S WEST' s systems are not 

designed to show the effects ofthe cost reductions ofshared costs other than the implied shared 

costs and overhead costs ofthe access line. Further, the Parties agree that the variance does not 
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materially affect the usefulness ofthe FDC studies. The Parties agree that. for FDC purposes, the 

variance should be granted. 
-.. 

13. With respect to the redacted testimony accompanying this Agreement, the Parties 

agree that any references to Average Direct and Shared Residual Costs ("ADSRC") are explanatory 

only and testimony supporting or opposing ADSRC as a valid cost principle is no longer relevant to 

this proceeding and should be disregarded. 

14. Finally, the Parties agree that the variances, when granted, should apply to all 

service rate proposals filed by U S WEST on or beforeJuly I, 1996. • 

GENERAL PROVISIONS 

15. This Agreement is made for settlement purposesonly. No Party concedes the 

validify' orcorrectness ofany regulatory principle or methodology directly or indirectly 

inoolporated in this Agreement. No other significance shall attach to any principle or methodology 

containedin1heAgreement 

16. The Parties have enteredinto this Agreement as an integrated documen~ and 

strongly urge 1hat the Commission adopt it in its entirety. Accordingly, in the eventany part, or all, 

ofthis Agreement is modified or rejected by the Commission, each party reserves the right, upon 

written notice to the Commission and all other parties within five (5) days ofthe date ofthe final 

written Commission decision, to withdraw from this Agreement without being bound by its tenns 

in this or any other proceeding. In the event that the stipulation is rejecte~ U S WEST has the right 

to seek to have the matter reset for hearing. 

17. This Agreement may be executed in separate counterparts. The counterparts taken 

together shall constitute the whole Agreement. 
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Dated this 30 +'1. day ofNovember, 1995. 
.... . , . 

Respectfully submitted,C 

U S WEST COMMUNICATIONS, INC. 

By:~ Q6/ldt{J~~~)
William Ojile, Jr., Esq. 
I801 California Street, #5100 
Denver, Colorado 80202 
Telephone: (303) 672-2776 • 

STAFF OF TIIE COLORADO PUBLIC 
UTILITIES COMMISSION 

Approved as to Form: Approved: 

• • ~ By: v~~P-< 
_,JManaL.L.lla.!Lo!IC. ~J:;;~~;~.111.ad~erQi:!(U#ll,,llf-L-73-)~ Vinson Snowberg~ 

Assistant Attomey General Senior Economist 
1525 Sherman Street, 5th Floor 1580 Logan Street, #OL2 
Denver, Colorado 80203 Denver, Colorado 80203 
Telephone: (303) 866-5267 
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Approved as to Form: 

By:/(~$-,'}(~ 
Deborah S. Waldbaum. (#10742) 
Assistant Attorney General 
Office ofConswner Counsel 
Department ofLaw 
1525 Sherman Street, 5th Floor 
Denver, Colorado 80203 
Telephone: (303) 866-5182 

COLORADO OFFICE OF CONSUMER 
COUNSEL 

Approved: 

By: ~J 7P. ~ ti c,_J 
Paul R. McDaniel 
Senior Financial Analyst 

Office ofConswner Counsel 
1580 Logan Street, Suite 610 
Denver, Colorado 80203 

• 

AT&T COMMUNICATIONS OF THE 
MOUNTAIN STATES, INC. 

By:~ ,_g fJ✓4 
RebcccaB. DeCook, (#14590) 
1875 Lawrence Street, Suite 1575 
Denver, Colorado 80202 
Telephone: (303) 298-6357 

MCI TELECOMMUNICATIONS 
CORPORATION 

~ -

Thomas F. Dixon, (#500 
707 17th Street, Suite 3900 
Denver, Colorado 80202 
Telephone: (303) 291-6206 
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