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. BY THE COVM SSI ON:
A. Background and Procedural Matters.

1. This matter is before the Conmission for the adoption of new
rul es applicable to the adninistration of the Colorado Hi gh Cost Fund (often
referred to herein by the acronym "CHCF"). Pursuant to House Bill No. 95-1335
("HB 95-1335"), codified as Part 5 of Article 15 of Title 40, Col orado Revised
Statutes, the Conmm ssion has been del egated the responsibility of establishing
a system of support nechanisns to assist in the provision of universal basic
service and universal access to avanced service in high-cost areas. See

40- 15-502(5), C.R S The CHCF is one of the nechanisns for achieving the
above goal s. In enacting HB 95-1335, the General Assenbly determ ned that
conpetition in the market for basic |ocal exchange service is in the public
i nterest. See 40- 15-501, C. R S Consistent with that policy goal, HB
95-1335 directs the Conmission to encourage conpetition in the basic |ocal
exchange market by the adoption and inplenentation of regulatory nmechanisms to
replace the existing regulatory framework. Specifically, the Commi ssion has
been directed to adopt rul es governing:

1. cost - based, unbundl ed, nondi scri m natory carrier
i nterconnection to essential facilities or functions;

2. cost - based nunber portability and the conpetitively neutra
adm ni stration of tel ephone nunbering plans;

3. cost - based, open network architecture;

4. terms and conditions for resale of services that enhance
conpetition;

5. assessnment, collection and distribution of contributions to

the Colorado Hi gh Cost Fund created by 40-15-208, C. R S., and

any other financial support nechanisns created pursuant to
40-15-502(4), C R S. and

6. access to Energency 911 service.
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See  40-15-503(2)(b), CRS
2. The Comm ssion has been given the responsibility to open |oca
exchange telecomunications nmarkets to conpetition and to structure
tel ecommuni cations regulation in a manner that achieves a transition to a
fully conmpetitive telecomunications market. To that end, the Conmi ssion has
been directed to establish the terns and conditions under which conpetition
will occur,’ including the process by which a potential provider of basic
| ocal exchange service applies for a certificate of public conveni ence and
necessity ("CPCN'), as a precondition to providing service.’
3. HB 95-1335 contains an equally inmportant, and sonmewhat
count erbal anci ng, public policy directive which the Comm ssion nust inplenent:
structure the transition to conpetition to protect basic service. "Basic
service" is
t he availability of hi gh quality, m ni mum el enents of
t el ecommuni cati ons service, as defined by the Comm ssion, at just,
reasonable, and affordable rates to all people of the state of
Col or ado.
Section 40-15-502(2), C R S
4. To realize these public policy goals, the Comm ssion may use a
variety of nechanisns including, but not limted to, "nore active regulation
of one provider than another or the inposition of geographic limts or other
conditions on the authority granted to a provider." Section 40-15-503(2)(a),

C RS In addition, the Commi ssion nust consider the differences between the

40-15-502(1) and (3)(b), C.R S.

40-15-503(2) (e), C.R S.



econom ¢ conditions of urban and rural areas of the state. I d. Furthernore,
the Conmi ssion nust adopt rules which allow sinplified regulatory treatnent
for basic local exchange providers "that serve only rural exchanges of ten
t housand or fewer access lines." Section 40-15-503(2)(d), C. R S

5. The Wdirking G oup established pursuant to 40- 15-503 and
40-15-504, C. R S., has recomended proposed rules for consideration by the
Conmi ssion to inplenent HB 95-1335. These proposals are contained in the
Report of the HB 95-1335 Tel ecomunications Wrrking Goup to the Colorado
Public Utilities Comm ssion, dated Novenber 30, 1995 (the "Novenber report"),
and in the Supplenmental Report of the HB 95-1335 Tel ecommuni cati ons Wor ki ng
Goup to the Colorado Public Uilities Conm ssion, dated Decenber 20, 1995
(the "Decenber report").

6. Attached to the Novenber report as Appendix E, the Working
Group transmitted to the Conmission proposed rules entitled "Colorado
Uni versal Support Mechanisns." These proposed rules were attached to our
notice of proposed rulemaking in this docket, Decision No. C95-1304, nuiled
Decenber 22, 1995.

7. In accordance with our notice of proposed rul emaking, an oral
hearing on the proposed rules was held on February 15 and 16, 1996, at which
time oral conments were taken from the public and from persons representing
associations, firns and corporations that had previously filed witten
comments and reply comments.

8. The followi ng participants subnmtted witten and oral coments
on the proposed rules prior to the hearing: AT&T Conmuni cations of the

Mountain States, Inc. ("AT&T"); AT&T Wreless Services ("AT&TW); Col orado
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| ndependent Tel ephone Association ("CITA"); Colorado Ofice of Consuner
Counsel ("OCC'); Conpetitive Tel ecommunications Association ("Conptel"); ICG
Access Servi ces, I nc., and Tel eport Denver Ltd. ("1CG"); MCl
Tel ecommuni cations Corporation ("MCI"); M-S Intelenet of Colorado, Inc.
("MFS"); VWarren L. Wendling of the Staff of the Commission ("Staff"); TCl
Communi cat i ons, I nc., Tel eport Conmmuni cati ons G oup, I nc., Spri nt
Tel ecomruni cati ons Venture, and Sprint Conmunications Conpany, L.P. ("TCl, et
al"); University of Colorado and Colorado State University ("Universities");
and U S WEST Communi cations, Inc. ("USWC').

9. During the hearing the Commi ssion requested supplenmental
comments on certain questions posed by individual commi ssioners. Post-hearing
suppl enental comments and supplenmental reply comments were filed by the
foll owi ng: AT&T, AT&TW CITA, Conmmmet Cellular, Inc., M, MS, OCC, Staff and
USWC.

10. In adopting the attached rules the Conmi ssion has considered
all witten and oral coments that have been submitted in this docket,
including the witten comments that were filed after the date specified by the
Conmi ssion for filing.

11. In addition to the witten coments filed with the Conmmi ssion
and the oral coments nade at the hearing, the Comm ssion has taken
adm nistrative notice of, and has considered and relied upon, the Novenber
report, the Decenber report, and the Public Qutreach Meetings Report

("Qutreach Report") dated Decenber 20, 1995°, These reports are filed in

* This report summarizes the coments (both oral and witten) received during 16 public outre
tings which the Comm ssion held throughout the state in Septenber and October, 1995,

on

to solit

conpetition to provide local telephone service and on a proposed "Teleconmunicati



Docket No. 95M560T, the repository docket regarding inplenentation of

40-15-501, et seq., C RS

1. DILSCUSSI QN.
A.  Structure of Rules.

1. At the outset we have decided to take the proposed "Col orado
Uni versal Support Mechanisns" rules attached to the Novenber report as
Appendi x E and to adopt them as two separate sets of rules. One set of rules
will include rules applicable to Providers of last Resort ("POLR') and to
Eli gi bl e Tel ecommuni cations Carriers ("ETC') under the Tel econmunications Act
of 1996, Pub. L. No. 104-104, Feb. 8, 1996, 110 Stat. 56. ("Federal Act").
The second set of rules will specifically address the operation of the CHCF.

2. Although the legislature has authorized the Commission to
"create a system of support nmechanisms to assist in the provision of such
services [universal basic service, advance service and any future revisions to
the definition of basic service] in high cost areas" 40- 15-502(5), C. R S
(enphasi s added), the rules adopted at this tinme will be applicable only to
t he CHCF. The CHCF rules will be in two parts, preceded by definitions and

general provisions: Part | (Rules 7 - 16) will be applicable to the CHCF and

St eanbr

contains the new rules inplenenting HB 95-1335. It also takes into
sunmers Bill of Rights" drafted by the Conm ssion. Meetings were held in Breckenridge,
ings, G enwod Springs, Colorado Springs, Trinidad, La Junta, Lamar, Pueblo, Gand Juncti
trose, Cortez, Durango, Al anpsa, Fort Collins, Denver, and Fort Morgan. Participants represente

erse cross-section of the public.



consideration the provisions of the Federal Act. Part Il of the rules
(Rules 17 and 18) will apply to small |ocal exchange conpanies ("Small LECs"),
effective July 1, 1996, =either wuntil July 1, 2003, or until another
t el ecommuni cati ons provider holding authority from the Conmm ssion to provide
basic service in the Small LEC S service territory is declared eligible to
draw CHCF support under Part |, or until a Small LEC elects to be subject to
Part |, whichever of these three events occurs first. Part Il essentially is a
readoption of the existing CHCF rules found in the Cost Allocation Rules for
Tel ecomuni cation Service and Tel ephone Utilities Providers, 4 CCR 723-27,
Part 2, Rules 16, 17 and 19, with reference changes necessitated by their
readoption in Part 11 of these rules. To avoid duplication, existing
Rul es 16, 17 and 19 will be repealed, effective July 1, 1996.
B. Colorado Hi gh Cost Fund Task Force.

1. W have decided also to separate out certain of the
non-consensus issues for further consideration by an interimtask force to be
created by this decision. Specifically, in this decision we will create a
Col orado High Cost Fund Task Force ("Task Force") to be chaired by the
Conmi ssion's Staff. Parties, such as AT&T, AT&TW CITA, OCC, M, TCI and
USWC will be asked by the Conmmission to participate as voting nenbers of the
Task Force. O her parties to this docket and other persons, firms and
corporations interested in participating may petition the Conm ssion for
menbership on the Task Force. Meetings of the Task Force shall be open to the
publi c. The Task Force will be required to file with the Conmm ssion an
interimreport on the issues referred to it by this decision no later than

October 31, 1996, and a final report no |ater than Decenber 31, 1996. The



Conmi ssion would urge the Task Force to forward to the Commission its
recommendations as they are finalized, rather than waiting for the October 31
and Decenmber 31 deadlines. As ordered hereinafter, the Task Force should
consi der and make recomendati ons on the foll owi ng issues:

1. a nechanism to determ ne whether a particular geographic support
area is a high cost area

2. the netes and bounds of geographic support areas in the state of
Col or ado;

3. a non-proprietary proxy cost nodel that approxinates a reasonabl e
| evel of investnent per access |ine and that converts the

estimated investnent into a reasonable recurring cost;

4, a nechanismthat reflects a decrease in the CHCF subsidy over tine
to reflect increases in technology, productivity, efficiency and
depreciation in plant and equi prment;

5. a nechanismto ensure portability of support;

6. a nechanism to account for the presence of, and renmoval of,
i nternal subsidies;

7. whether a benchmark price is appropriate and, if so, what the
benchmark price should be;

8. a nechani sm for fundi ng unserved custoner;

9. a nechanism to nmonitor progress toward the goal of wuniversal
servi ce;

10. an inplementation process for the post 1997 CHCF with a corre-

sponding tinme |ine containing mlestone dates. The inplenentation
process shoul d consider the timng needed to allow for

a. finalizing the designation of geographic support areas;
b. finalizing the runs of the proxy cost nodel;
c. publ i shing the amunt of support per access line in each

support area;

d. establishing reporting forms for providers to report their
retail revenues;

e. the transition from the existing source of CHCF funding to



the new source of CHCF funding; and

f. the transition to the new CHCF disbursal mechanism to new
reci pients; and

11. a nechanism for determning the level of contribution into the

CHCF which does not rely solely on revenues, e.g., other

perspectives on market share, such as ninutes of use.

2. As gui dance we neither endorse nor reject the use of census
bl ock groups as the "reasonably conpact, conpetitively neutral geographic
support areas" referred to in 40- 15-502(5), C R S. The Task Force, however,
may start with the census bl ock group concept in its deliberations.

3. Also, we reject using either the proprietary Benchmark Cost
Model or the Hatfield Model as a proxy nodel for Colorado. Instead, the Task
Force should consider a nonproprietary cost nodel which approximtes a
reasonabl e level of investnment per access line in a geographic support area
and which converts that reasonable level of investnment into a reasonable
recurring charge.

C. Consensus and "substantial deference." The rules proposed by the
Wor ki ng Group were not totally "consensus" rules. Subsection 40-15-503(1) and
par agraph 40-15-503(2)(a), CRS., require that we give "substantial
deference" to the proposed rules submitted by the Working Group with respect
to issues on which the Wrking Goup reported that it has reached consensus
prior to January 1, 1996.

1. The statute does not define "substantial deference." Thus, in
the course of this HB 95-1335 rul emaki ng proceedi ng, we have devel oped and
applied our wunderstanding of "substantial deference." To do so, we have

exam ned the concept of "substantial deference" within the context of the



public policies articulated by the General Assenbly, as well as in the context
of the Conmmission's constitutional and statutory authorities and respon-
sibilities.

2. In inplenenting our understanding of "substantial deference,"”
we have taken the following into consi deration: * our constitutional and
statutory obligation to protect the public interest, even as we shepherd the
transition into a fully conpetitive teleconmunications narketplace; the
consistency of the proposed <consensus rules wth all provi sions of

40-15-501 et seq., C R S., and other applicable statutes; the consistency
of the proposed consensus rules with existing Conmission rules; the ability of
the public and of regulated entities to understand the proposed consensus
rules and the processes described therein; the ability of the Commission to
enforce the proposed consensus rules; the ability of the proposed consensus
rules to acconplish or to assist in the transition to a fully conpetitive
tel ecommuni cations environnent while assuring the availability of basic
service at just, reasonable, and affordable rates to all people of Col orado
and the fairness of the proposed consensus rules to all telecomunications
service providers, existing and prospective. We exam ned each proposed
consensus rule in light of these considerations.

3. We are of the opinion that we nmay nmake changes to a proposed
consensus rule where, after full consideration of the record and the factors
outlined above, we deem it necessary and in the public interest. The

intervening federal Act also forces us to deviate from sone consensus

* This listing is not a definitive statenment of the considerations relied upon by the Commi ssi ¢

10



proposal s. Because the General Assenbly has required us to attach significant

weight to the opinions of the W rking Goup, the rationale supporting any
decision by this Commission to reject a consensus rule wll be clearly
articul at ed. D. Comments of the Universities. The Universities filed
comments in this docket incorporating by reference the comments filed by the
Universities in Docket Nos. 95R-553T, 95R554T and 95R-555T. In those
dockets, the Universities argued that the requirenents of the rules mandated

to be adopted pursuant to HB 95-1335 should not apply to institutions of

hi gher

. 5 . . . .
education which own or |ease and operate their own tel ecommunications

systens for the purpose of providing communications within their systens and

| oca

and/ or

exchange access services to adninistration, faculty, staff, governnent

university-affiliated non-profit corporation enployees at their work

| ocations, and to students residing in institution-affiliated housing.

1. The Universities rely on this Commission's April 11, 1984,

Deci sion No. R84-428, in support of their position. In that decision, the

Conmi ssion determined that Colorado State University's ("CSU') telephone

system did not constitute public utility service.®

2. In the discussion section of Decision No. R84-428, the

adm nistrative | aw judge wote:

CSU will not serve non-university entities such as the three
private businesses |ocated on canpus or the Federal governnent
agenci es. Mountain Bell will continue to serve these businesses
and agencies. CSU, by providing private service as above

® Section 24-113-102(2), C R S. (1988), defines an "institution of higher education" as
te-supported coll ege, university, or conmunity college."”

6 . .
Deci si on No.

R84-428 is expressly limted in its applicability to the tel ephone system of

described in that decision

11



described, is not a public utility since it is not offering ser-
vice to the general public indiscrimnately.

* *x %

The next question presented in this case is
whether CSU, by its proposed tel ephone system is a
resell er of tel ephone service.

* *x %

The Commi ssion has ... in Decisions No. C82-1928
and CB82-1925 defined "resale" as an entity charging
nore or |ess than the certificated supplier of utility
service. The proposed CSU service does not constitute

resal e under the above definitions since CSU will not
i ncrease or reduce the cost of service. Consequently,
CsuU will not be a resell er of intrastate

t el ecommuni cati ons servi ces.

Deci si on No. R84-428 at 5.

3. Wth the advent of HB 95-1335, the |ocal exchange tel ecommu-

ni cati ons service market in Colorado will be changed radically. For exanple,
in Docket No. 95R- 557T, In the Matter of Proposed Rules Regarding
| npl ement ati on of 40-15-101, et seq. - - Resal e of Regul at ed

Tel ecomruni cati ons Services, there are proposals to change the definition of
"resal e" adopted by the Conmission in 1982. Further, HB 95-1335 speaks in
terms of "nultiple providers of |ocal exchange service"’ and cont enpl at es t hat
all local exchange service providers need not be designated by the Conm ssion
as providers of |ast resort.® The obligation of a local exchange service
provider to serve all menbers of the public indiscrimnately, and thus its
status as a public utility as defined in Decision No. R84-428, has been

affected by the enactnment of HB 95-1335.

" Section 40-15-501(3)(c), C.R S

® Section 40-15-502(6), C.R S

12



4. For the purpose of this rulemaking proceeding, we reject the
argunent of the Universities that institutions of higher |earning should be
exenpted from the application of these rules. In light of the evolving
responsi bilities of local exchange service providers under HB 95-1335,9 t he
broad statutory definition of "public utility" (see 40-1-103, C.R.S.)m, and
the inclusive definition of "person" (see 40-1-102(5), C.R.S.)n, we find
that the record in this proceeding does not support the adoption of the
Uni versities' proposed | anguage.

5. W also find that the Universities' proposed |anguage may
create an exenption from the application of these rules that is overly broad.

We believe that the issues raised by the Universities are nore appropriately
considered in an adjudicatory proceeding where the specific facts pertaining
to those entities can be addressed, and so decline to exenpt the Universities
by rule.

E. Funding for Access Lines.

1. There was not consensus on the issue of funding for access

® "Wse public policy relating to the telecomunications industry and the other crucial servi

provides is in the interest of Colorado and its citizens[.]" Section 40-15-501(2)(a), C.R S

"A provider that offers basic |ocal exchange service through use of its own facilities or o
al e basis may be qualified as a provider of last resort, ... . Resale shall be nmade available o
di scrimnatory basis[.]" Section 40-15-502(5)(b), CR S.

Y As rel evant here, this section defines a "public utility" as "every comon carrier,

ephone corporation, telegraph corporation, ... person, or nmunicipality operating for the purpose
plying the public for donestic, nechanical, or public uses and every corporation, or per
lared by law to be affected with a public interest[.]" This definition is subject to exenpt

nd in 40-1-103(1)(b).
" This section defines "person” as "any individual, firm partnership, corporation, conpal
oci ation, joint stock association, and other legal entity."

13



lines in the CHCF rules attached to the Novenber report. Sone of the parties
urged the Commission to limt Colorado High Cost funding to a single
residential |line. Oher parties urged the Conmi ssion to maintain the current
practice of funding all access lines of a high cost provider.
2. The Commi ssion's existing rules applicable to the CHCF, 4 CCR

723-27, Part 11, provides CHCF funding for all access lines to both businesses
and residences in a high cost area. This has been the practice since the
Conmi ssion first created the CHCF by rule. See Decision No. C90-932, dated
July 11, 1990, in Docket No. 89R-608T. Subsequent to the creation of the CHCF
by the Commi ssion, the GCeneral Assenbly added 40-15-208, to Part 2 of
Article 15 of Tile 40, Colorado Revised Statutes in 1992. See 1992 Col o.
Sess. Laws at 2126. By 40-15-208, C.R' S, the General Assenbly created, by
statute, the current Colorado Hi gh Cost Fund. I'n 40- 15-208, the GCeneral
Assenbly specifically ratified the CHCF previously created by rule by the
Commi ssi on:

Any fund created prior to April 16, 1992

[the effective date of 40- 15-208], for a

simlar purpose by the comm ssion pursuant

to rule is hereby validated.
In HB 95-1335, the Ceneral Assenbly anended 40-15-208, C.R S. to take into
consi deration provisions of the newly enacted 40- 15-502, C. R S.

3. There is nothing in the anendnents to 40- 15-208, C. R S., or

in the newWy enacted 40-15-502, C. R S. that would lead the Comission to
conclude the GCeneral Assenbly intended to modify or reject the current

practice of applying Colorado Hi gh Cost funding to all access lines in a high

cost area. Restricting funding to only one residential access line at this

14



time would be a drastic change from the Commi ssion's current practice. The
Conmi ssion is concerned that sone of the small conpanies currently receiving
support under the current rules for investments in plant would be at serious
risk if future funding were restricted to only a single residential access
l'ine. Al so, the Commission does not have sufficient information in this
docket to make a determination as to how restricting funding to a single
residential line would affect rates to custoners in high cost areas. The
Commission is mndful of the legislature's directive to adopt rules that
further wuniversal basic service at rates that are just, reasonable and
affordable and that are reasonably conparable between urban and rural areas.
See Section 40-15-502, C. R S.

4. Those parties urging that funding be limted to only a single
residential |ine expressed concern that the new CHCF under HB 95-1335 woul d be
substantially larger than the current CHCF. At this tine, the Comrission is
of the opinion that the CHCF under HB 95-1335 will be larger than the current
CHCF, mminly because USWC, which currently does not draw from the CHCF, will
be eligible to draw from the new CHCF. However, the Commi ssion does not have
sufficient information in this docket to make a reasonable assessnment of the
size of the new CHCF. If the size of the fund becones a burden to custoners
of telecommunications providers nmaking paynents into the fund, there is
nothing to prevent the Commission from reconsidering this issue. However,
wi t hout hard evidence, the Conmission is unwilling to nmake such a drastic

change in the application of the CHCF

15



F. "Basic Service."

1. There was not consensus by the Working Group on the definition
of "basic service" to which Colorado H gh Cost funding should be applied.
Most parties filing conments proposed that the basic service standards
expressed in Rule 17.1 of the Conmission's Rul es Regul ating Tel econmuni cati ons
Service Providers and Tel ephone Utilities, 4 CCR 723-2, plus access to 911
service, should be used as the definition of "basic service" for purposes of
this rule. A few parties took the position that Rule 17.1 and access to 911
service do not include all of the requirenents conprising basic service
currently found in the Commssion's rules. These parties recommended a
definition of "basic services" that contained a laundry list of features,
servi ces and custoner rights.

2. In HB 95-1335 the General Assenbly defined "basic service" in
very general terns:

Basic service is the availability of high quality, nmninum

el ements of telecommunications services, as defined by the

conmi ssion, at just, reasonable, and affordable rates to al

peopl e of the state of Col orado.
Section 40-15-502(2), C.R S. As can be seen from the above definition, the
General Assenbly has delegated to the Conmission the responsibility of
defining what are "high quality, mninmm elenments of telecommnications
services."

Throughout the Commission's current rules applicable to telecom
muni cations services there are nunerous functions, services and features that

a basic local exchange service provider nust provide and certain technica

standards that it nust nmeet in providing basic |ocal exchange service. Wile

16



Rule 17.1 contains sone of these functions, services, features, and standards,
it does not contain all of them Thus, it would not be consistent with what
the Commission currently considers "basic service" to limt basic service to
Rule 17.1, plus 911 service. W also are rejecting the recomendation to
include a laundry |ist of functions, services, features, and standards in the
standards for "basic service".

3. We have not included a definition of "basic service" in the
rules we adopt today. Instead, we have included a description of the
standards enconpassed in the concept of "basic service." Any description of
the standards enconpassed in the concept of "basic service" should include
| anguage indicating clearly that the concept of "basic service" is an evolving
concept that wll <change with tine. The description of the standards
enconpassed in the concept of "basic service" we fashion in the rul es adopted
by this decision enphasizes that "basic service" is an evol ving concept to be
updat ed periodically, taking into consideration advances in tel ecomunications
and information technol ogies and services. It recognizes that Rule 17.1 and
911 service, together with other elenents, functions, services, and standards
for quality service prescribed by the legislature by statute, or by this
Conmi ssion by rule or order, conprise "basic service."

G Paynents into the Col orado Hi gh Cost Fund.

There al so was not consensus on the issue of which providers should nake
paynments into the CHCF. In 40- 15-502(3)(a), C R S., the General Assenbly
wrote with respect to universal basic service:

The Comm ssion shall require the furtherance of wuniversal basic

service, toward the ultinmate goal that basic service be avail able
and affordable to all citizens of the state of Col orado.

17



The General Assenbly concluded paragraph 40-15-502(3)(a) with the follow ng
enmpower nent to the Comm ssion

The conmi ssion shall have the authority to regulate providers of

t el ecomruni cations services to the extent necessary to assure that

uni versal basic service is provided to all consuners in the state

at fair, just, and reasonable rates.
Again in 40- 15-502(5)(a), C.R S., on universal service support nechanisns,
the General Assenbly wote:

In order to acconplish the goals of wuniversal basic service,

uni versal access to advanced service, and any revision of the

definition of basic service under subsection (2) of this section,

the commission shall create a system of support nechanisns to

assist in the provision of such services in high-cost areas.
In order to acconplish the above goals, the General Assenbly wote in

40- 15-502(5) (a):

These support nechanisns shall be funded equitably and on a

nondi scri m natory, conpetitively neutral basis through assessnents

on all tel ecommunications service providers in Col orado
(Enphasi s added.) The Commi ssion views the above as a legislative nandate
that all conpanies in Colorado providing intrastate teleconmunications
services nust pay into the CHCF and as enpowering the Conmmission to regulate
such providers to the extent necessary to assure that all such providers pay
into the fund on an equitable, nondiscrimnatory, and conpetitively neutra

basis. In light of the fact that the General Assenbly used the word "all," we
do not have discretion to exenpt individual telecomrunications providers or
cl asses of tel ecommuni cations providers from paying into the CHCF

1. Prior to the enactnment of HB 95-1335, the Congress of the

United States preenpted states from regulating commercial nobile service and

private nobile service in the two areas of entry and rates. See 47 U S.C
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332(c) (3). The Conmission nust look to federal law to determ ne whether
wi rel ess tel ecommunications providers utilizing the public switched network to
provide intrastate telecommunications service would be exenpt from HB
95-1335's nmandate to pay into the CHCF. In 47 U.S. C 254(b), titled
"Universal Service," Congress |listed a nunber of universal service principles
that the Federal-state Joint Board and the FCC are required to consider in
designing policies for the preservation and advancenent of universal service
in the United States. One such principle is that: "Al providers of
t el ecommuni cati ons services should nmake an equitable and nondiscrimnatory
contribution to the preservation and advancenent of universal service."
(Enphasi s added.) 47 U.S.C 254(b). That Congress nmeant to include al
providers of teleconmunications services, both interstate providers and

intrastate providers, can be seen later in subsection 254(d), applicable to

interstate providers, and subsection 254(f), applicable to intrastate
providers. |n subsection 254(d), Congress wote:
Every t el ecomruni cati ons carrier t hat provi des interstate
tel ecommuni cations service shall contribute, on an equitable and

nondi scrim natory basis, to the specific, predictable, and sufficient
mechani sns establi shed by the Conmission [FCC] to preserve and advance
uni versal service

(Enphasi s added.) In subsection 254(f) Congress wote the sane |anguage with
respect to teleconmunications carriers providing intrastate tel ecomunications
services:

Every tel ecommunications carrier t hat provi des intrastate

t el ecommuni cati ons services shall contribute, on and equitable and

nondi scrim natory basis, in a manner determined by the State, to

the preservation and advancenent of universal service in that
State.

(Enphasis added.) Earlier in Section 3 of the Federal Act, Congress defined
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t he terms: "Tel econmuni cati ons, " "Tel econmuni cati ons carrier" and
"Tel econmuni cations service." In defining "Teleconmunications carrier"
Congress exenpted only aggregators of telecomunications services defined in
47 U. S. C 226, and del egated to the FCC discretion to determ ne whether the
provision of fixed and nobile satellite services should be treated as conmpn
carri age. All other telecomunications carriers were included in the
definition. Congress defined the term "Tel econmuni cations service" in the
foll owi ng | anguage:

The term "teleconmunications service" nmeans the offering of

tel ecommuni cations for a fee directly to the public, or to such

classes of users as to be effectively available to the public,

regardl ess of the facilities used.
(Enphasis added.) It is clear to this Commission that all telecomrmunications
carriers providing intrastate tel ecommunications service nay be required by a
state to pay into that state's fund for the advancement and pronotion of
uni versal service, so long as paynents into the fund are "on an equitable and
nondi scri m natory basis."

2. There al so was not consensus on the issue of whether a service
provider's paynent into the CHCF should be cal culated based on that service
provider's intrastate retail revenues or based on both its intrastate retail
revenues and interstate retail revenues if it also provided interstate
t el ecommuni cati ons services. Congress, in subsection 254(f) of the Federal
Act, wote:

Every tel econmunications carrier t hat provi des intrastate
t el ecommuni cations services shall contribute, on an equitable and
nondi scrim natory basis, in a nmanner deternmned by the State to

the preservation and advancenent of universal service in that
State.
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(Enphasi s added.) Under the Federal Act, every carrier providing interstate
tel ecommuni cations service is required to pay into the Federal Universal
Servi ce Fund. See 47 U.S.C. 254(d). It would not be equitable for the
interstate revenues of telecomunications carriers to support the Federal
Uni versal Service Fund and also support, in part, this state's CHCF. Only
intrastate retail revenues will be used as the basis for calculating paynents
into the CHCF. Until the new nechani sm for making paynments into the CHCF is
ordered by this Comm ssion, the current mechanismwll remain in effect. The
rules we adopt today conply with the federal requirenments of equity and
nondi scri nmi nati on.

3. In the rules we adopt today, only the revenues associated with
the sale of cable services identified in 40-15-401(1)(a), C. R S., wll be
exenpt from assessnent for the support of the CHCF. However, we have included
in the CHCF rules a provision whereby a tel econmuni cati ons service provider of
ot her exenpt services identified in Part 4 of Article 15 of Title 40, Col orado
Revi sed Statutes, may petition for an alternate nethod of cal culating revenues
upon whi ch paynents may be cal cul at ed.

H.  Provider of Last Resort.

1. Proposed Rule 5 recommended by the Wirking Group was consen-
sus, except for Rule 5.4.2 concerning notice to custoners when a POLR applies
to discontinue providing basic |ocal exchange service and/or its designation
as a POLR See Attachment A to Decision No. C95-1304 in this docket or
Appendix E to the Novenmber report of the Working Goup for the rules on
Provi der of Last Resort. As we stated above, the proposed rules applicable to

POLRs have been severed from the proposed rules applicable to the CHCF and
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will be adopted as a separate set of rules. See Attachnent B to this
deci si on. I nasnuch as Congress has placed the burden on states to designhate
common carriers as "Eligible Tel ecommunications Carriers" ("ETC') for purposes
of the federal Universal Service Fund, we have incorporated correspondi ng
desi gnation provisions applicable to ETCs in the POLR rul es.

2. Wth respect to the Wrking Goup's Rule 5.4.2, there was
consensus on part of Rule 5.4.2 and nonconsensus on part. Al participants
agreed that witten notice should be mailed or delivered at |east 30 days
before the effective date of discontinuance to all presently served customers
or subscribers, all interconnecting telecomunications providers, all boards
of county commissioners of affected counties and all mayors of affected
cities, towns and nrunicipalities. Di sagreenent centered on the additional
notice desired by certain participants. These participants recommended that
additional notice should be given by publication for four consecutive weeks in
a publication or publications distributed in the area certificated to the
POLR.

3. We have elected to require a POLR which desires to relinquish
its designation as a POLR and/or its basic |ocal exchange service to give the
additional notice recomended by certain participants of the Working G oup

4. The Conm ssion, also, has added to the consensus rules on
di sconti nuance of basic |ocal exchange service and/or its designation as a
POLR separate rules on relinquishnment of universal service by ETCs under 47
Uu.Ss. C 214(e) (4). Notice to relinquish designation as an ETC will be the
same as for POLRs.

I. Eligibility to Receive CHCF Support.
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1. There also was not consensus on the issue of which service
provi ders should be eligible to receive Col orado Hi gh Cost funding.

2. The Working Group forwarded three different reconmendations
relative to when a tel ecommunications service provider would be eligible to
receive CHCF support in a geographic high cost support area. One recommen-
dation would require that a service provider be willing to provide basic

service in a geographic support area and be designated a POLR in that area as

a condition of receiving CHCF support. The second recomrendati on would
require only that the service provider be wlling to offer basic |oca
exchange service in the geographic support area to all who request it. The

third recomendation |inked CHCF support to high cost custonmers, as opposed to
hi gh cost areas.

3. The rules adopted by this decision will require only that a
t el ecommuni cations service provider (referred to in the rules as an "Eligible
Provider") be certificated to provide basic |ocal exchange service to al
residential and business custoners in a geographic support area in order to be
eligible to receive Colorado Hi gh Cost funding. The service provider need not
be, but also may be, designated a POLR We read paragraph 40-15-502(5)(b),
C.RS. as delegating to the Conm ssion discretion to require either that a
service provider be certificated to provide basic service in a geographic
support area or be certificated to provide basic service in a geographic
support area and be designated a POLR in that same support area. We think our
approach better advances HB 95-1335's goal of pronoting conpetition in the
provi sion of basic service--there may be service providers which may wi sh to

be certificated to provide basic |ocal exchange service in a geographic sup-
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port area, but may not wi sh to be designated a POLR.

4. W have rejected, also, the third recommendation referred to
above, i.e., that Colorado H gh Cost funding be targeted to high cost
custoners, as opposed to high cost areas. HB 95- 1335 speaks of pronoting and
advancing universal basic service in high cost areas. See, for exanple,

40- 15-502(5)(a), C. R S., which provides in part:
In order to acconplish the goals of universal basic service,
uni versal access to advanced service, and any revision of the
definition of basic service under subsection (2) of this section
the commi ssion shall create a system of support nechanisns to
assist in the provision of such services in high cost areas.

For purposes of adm nistering such support mechani sns, the
conmi ssion shall divide the state into reasonably conpact,
conpetitively neutral geographic support areas. A provider's
eligibility to receive support under the support nechani sns shal
be conditioned upon the provider's offering basic service
t hroughout an entire support area.

(Enphasi s added.)

5. Al of the parties agreed that the CHCF rul es should be
designed to prevent double recovery by Eligible Providers. However, sone
parti es recommended that a provider should be required to denonstrate that it
had renoved all support, both explicit and inplicit, for basic service from
its prices for other services before it would be eligible to receive Col orado
Hi gh Cost funding. W agree with the parties that the rules should be
designed to prevent, to the extent possible, double recovery by Eligible Pro-
vi ders.

6. We have decided to address this issue in two ways: first, in
the rules we adopt today an Eligible Provider will be required to present, in

its application to be designated as an eligible provider, evidence that the

funds to be received fromthe CHCF and other sources, together with | oca

24



exchange service revenues will not exceed the reasonable cost of providing

| ocal exchange service. Second, one of the issues referred to the Task Force
for consideration and recommendation is a nechanismto account for the pres-
ence of, and renmpval of, internal subsidies. Together with the rules we adopt
today, a properly designed nechanismshould go a | ong way toward insuring

agai nst doubl e recovery by Eligible Providers.

7. On the issue of resellers of basic service, the Conmi ssion has
confornmed its rules to the requirenent in 47 U S. C 214(e)(1)(E). That is,
in order for a teleconmunications carrier to be eligible to receive Federa
Uni versal Service support, it nust offer services under 47 U S. C 254(c)
either using its own facilities or a conbination of its own facilities and
resal e of another carrier's services. Under the rules we adopt today, a pure
reseller will not be eligible to receive either Col orado H gh Cost funding or
Federal Universal Service funding. The facilities-based provider, reseller
could be eligible to receive both.

J. Disclosure of Colorado Hi gh Cost Assessnents and Fundi ng on
Customers Bills.

1. There al so was not consensus on the issue of whether the CHCF
assessnent shoul d be disclosed on the bills of customers of service providers
maki ng paynments into the CHCF and on the bills of custoners of service
provi ders receiving paynents fromthe CHCF

2. A nunber of the Working G oup participants recomended t hat
the CHCF subsidy should be disclosed to both paying and receiving custoners.
Not unexpectedly, those participants receiving or anticipating receiving funds

fromthe CHCF opposed this recomendation, while those participants
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anticipating paying into the fund for the first tinme supported the recomenda-
tion. Strong argunents can be nmade supporting both points of view

3. In support of disclosure it can be argued that custoners have
a right to know and should be informed of the various charges included in
their bills, especially when those charges are the result of governnent
action--such charges should not be hidden in a custoner's overall total bill

Custoners have a right to know when governnent action increases their cost
for the benefit of other custonmers. Also, disclosure of the CHCF paynent on
custoners' bills may act as a limtation of, or control against, ever increas-
i ng assessments.

4. Equal ly persuasive argunents can be nmade supporting a decision
not to disclose CHCF assessnments and receipts. Argunents supporting not
di scl osi ng CHCF payments or subsidies on custoners' bills are that the CHCF is
sinmply a cost of doing business for service providers paying into the fund
simlar to other costs that are not itemi zed on custoners' bills, such as
wages, salaries, benefits, rents, insurance, incone taxes, property taxes,
etc.

5. Although the Conmission has the discretion to require it, City
of Montrose v. Public Utilities Conm ssion, supra at 624-625, we have el ected
not to require tel econmunications providers, both those providers making
paynments into the CHCF and those providers receiving paynents fromthe CHCF
to disclose the subsidy ambunt on the bills of their custoners. Si nce

di scl osure or non-di scl osure has not been mandated in HB 95-1335, it is a

“ This was the rationale of the Commission in requiring that municipal charges be disclosed

tomers' bills. See City of Montrose v, Public Utilites Comnission, 629 P.2d 619 (Colo. 1981).
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matter within our discretion. City of Montrose v. Public Utilities

Commi ssion, supra. CHCF payments are assessed against the provider on the
basis of intrastate retail revenues, and as such are sinply a cost of doing
busi ness for the right to conplete calls by interconnecting with the public
switched network. The paynents should not be item zed on a custoner's bil
any nore than other costs of doing business are.

6. We are aware that certain subsidies, charges and taxes
currently are disclosed to custoners on the bills they receive, while other
subsi di es, charges and taxes are not. These disclosures are required either
by statute or required by prior decisions of this Conm ssion. O necessity,
the decision we nake today will be consistent with sone of those decisions and
i nconsistent with others. However, this Comi ssion is not bound by the
judicial doctrine of stare decisis. B & MService , Inc., v. Public Uilities
Commi ssion 163 Col o. 228, 429 P.2d 293 (1967). Also, when two equally
reasonabl e courses of action are open to the Commssion, it is within the
Conmi ssion's discretion to select the appropriate alternative. Col orado-Ute
El ectric Association v. Public Utilities Conm ssion, 760 P.2d 627, 641 (Col o.
1988). We are convinced that a decision either way would be | egally defen-
sible, but as a matter of policy we are of the opinion that not disclosing
CHCF paynents or receipts is the prudent course. This Conm ssion should not
do anything that may frustrate HB 95-1335's stated goal of pronmoting and

advanci ng uni versal basic service to all people of the state.
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[11. ADOPTION OF RULES

The Rul es Prescribing the Procedures for Administering the
Col orado Hi gh Cost Fund, attached to this decision as Attachment A and the
Rul es Prescribing the Tel econmuni cati ons Service Providers as Providers of
Last Resort or as an Eligible Tel econmunications Carrier, attached to this
deci sion as Attachment B, are consistent with the mandate of the Genera
Assenbly in HB 95-1335 that special rules and support nechani sns be adopted by
this Comm ssion to achieve the goal of ensuring the availability of universa
basi c | ocal exchange service to all residents of the state at reasonable
rates. The rules appended to this Decision as Attachnent A and Attachnment B

are appropriate for adoption.

V. ORDER
A.  The Commi ssion Orders That:

1. The Rules Prescribing the Procedures for Administering the
Col orado Hi gh Cost Fund, attached hereto as Attachment A and the Rules
Prescribing the Procedures for Designating Tel econmuni cati ons Service
Provi ders as Providers of Last Resort or as an Eligible Tel ecomrunications
Carrier, attached hereto as Attachnment B are hereby adopted.

2. Rules 16, 17 and 19 of Part 2 of the Cost Allocation Rules for
Tel ecomuni cati on Service and Tel ephone Uilities Providers, 4 CCR 723-27, are
her eby repeal ed.

3. There is hereby created the Col orado Hi gh Cost Fund Task Force
di scussed above in Part |I1.B of this decision. The Task Force shall consi st

of the follow ng menbers, which shall be voting nenbers: AT&T Comruni cati ons
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of the Mountain States, AT&T Wrel ess Services, Colorado |Independent Tel ephone
Associ ation, Colorado Ofice of Consuner Counsel, MCl Tel ecomuni cations
Corporation, Staff of the Conm ssion, TClI Communi cations, Inc., and US West
Communi cations, Inc. The Staff of the Comm ssion shall preside as the chair
of the Task Force. O her persons, firms, corporations and associati ons nay be
granted nenbership in the Task Force upon petition to the Comm ssion. The
Task Force shall consider and nake recommendati ons to the Conmi ssion on the
i ssues set forth in Part I1.B of this decision. The Task Force shall file
with the Commi ssion an interimreport containing its recommendati ons on the
i ssues set forth in Part I1.B on or before October 31, 1996, and a fina
report on or before Decenber 31, 1996

4. This order adopting the rules attached hereto as Attachnments A
and B and repealing Rules 16, 17 and 19 contained in Attachnent C hereto shal
become effective 20 days following the Mailed Date of this decision in the
absence of the filing of an application for rehearing, reargunent, or
reconsideration. In the event an application for rehearing, reargunent, or
reconsi deration of this decision is tinely filed, and in the absence of
further order of this Conmmi ssion, this order of adoption shall becone fina
upon a Conmi ssion ruling denying any such application

5. Wthin 20 days after final action of the Conm ssion adopting
the rules attached hereto as Attachnents A and B, and repealing Rules 16, 17
and 19 contained in Attachnent C hereto, the adopted and repeal ed rul es shal
be filed with the Secretary of State for publication in the next issue of the
Col orado Register along with the opinion of the Col orado Attorney Genera

regarding the constitutionality and legality of the adoption and repeal of the
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rul es.

6. Wthin 20 days followi ng the issuance by the Col orado Attorney
General of her opinion on the adoption of the rules attached hereto as
Attachnents A and B, and the repeal of Rules 16, 17 and 19 contained in
Attachnent C hereto, the adopted and repealed rules shall be filed with the
Office of Legislative Legal Services.

7. The 20-day period provided for in 40-6-114(1), C R S.,
within which to file applications for rehearing, reargunent, or
reconsi deration begins on the first day following the effective date of this
order.

8. This Oder is effective on its Miled Date.

B. ADOPTED I N SPECI AL OPEN MEETI NG March 29, 1996.

THE PUBLI C UTI LI TIES COVM SSI ON
OF THE STATE OF COLORADO

Commi ssi oners
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Deci si on No. C96-352
DOCKET NO. 95R-558T
4 CCR 723-41
Page 1 of 25

THE
PUBLI C UTI LI TI ES COVM SSI ON
OF THE
STATE OF COLORADO

RULES PRESCRI Bl NG THE
PROCEDURES FOR ADM NI STERI NG THE
COLORADO HI GH COST FUND

4 CCR 723-41

BASI S, PURPOSE AND STATUTORY AUTHORITY.

The basis and purpose of these rules is to provide procedures and
regul ations to adm nister the Colorado Hi gh Cost Fund (CHCF). The CHCF is
intended to further the goal of ensuring that basic |ocal exchange service
shall be available and affordable throughout the State of Colorado. The
CHCF allows providers to be reinbursed for the difference between the
reasonable costs incurred in making basic service available to their
customers within a rural, high-cost geographic support area and the price
charged for such service. These Rules shall ensure that no | ocal exchange
provi der receives funds from the CHCF or any other source that, together
with local exchange service revenues, exceeds the reasonable cost of
providing | ocal exchange service. The CHCF shall be equitable,
conmpetitively neutral, and non-discrimnatory in its funding, distribution
and adm nistration. No provider shall gain a conpetitive advantage from
the support obtained fromthis fund.

These Rules are clear and sinple and can be understood by persons
expected to conply with them They do not conflict with any other
provision of law. There are no duplicating or overl apping rules.

The Conmission is authorized to pronmulgate rules generally by 40- 2-

108 C.R S., and specifically for tel ecommunications services by 40- 15-
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201 and 40-15-301 C. R S. The statutory authority for pronulgating these
Rules is further found in 40- 15-208, 40-15-501(2)(b) and (d), 40-15-
502(2),(3), (4), (5) and (6), 40-15-503(2) C R S By 40-15-502(3) (a)
C.RS., the Commission has the authority to regulate all providers of
tel ecommuni cations services to the extent necessary to assure that
uni versal service is provided to all consuners in the State at fair, just,
and reasonabl e rates.

Finally, these Rules are consistent with 47 U S.C. 254,

RULE 4 CCR 723-41-1. APPLICABILITY. Part | of these rules contain the
permanent provisions regulating the CHCF, and are applicable to al

t el ecommuni cati ons service providers in Col orado. Part Il of these rules
contain the tenporary provisions providing for the transition fromthe CHCF
mechani sm that was in effect prior to July 1, 1996 to the nechanisns in
Part 1. Part Il is applicable to those providers that were Small LECs on

or before July 1, 1996.

RULE 4 CCR 723-41-2. DEFINITIONS. The meaning of ternms wused wthin
these Rules shall be <consistent wth their general wusage in the
t el ecommuni cations industry unless specifically defined by Col orado statute
or this Rule. In addition to the definitions in this section, the
statutory definitions apply. In the event the general usage of terns in
the telecomunications industry or the definitions in this Rule conflict
with statutory definitions, the statutory definitions control. As used in
these Rules, wunless the context indicates otherwise, the follow ng
definitions shall apply:

723-41-2.1 Access line. The connection of the end-user customer to
the public switched network. This definitionis not linmted to wireline or
to any ot her technol ogy.

723-41-2.2 Adnministrator. The Conmi ssion, or a designee enployed
by the Commi ssion pursuant to 40-15-208 C.RS. to perform the
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adm ni strative functions of the CHCF under the direction of the Comn ssion.

723-41-2.3 Average Schedule Small LECs. Small LECs who are average
schedul e conpani es as defined and used in 47 CFR 69. 605 to 69. 610.

723-41-2.4 Commission. The Colorado Public Wilities Comm ssion

723-41-2.5 Eligible Provider. A basic |ocal exchange provider who
has been designated by the Conmission pursuant to Rule 8 to receive
di sbursenments fromthe CHCF.

723-41-2.6 Geographic Area. A Commi ssion-defined geographic unit
usually snmaller than an existing provider's wire center serving area.

723-41-2.7 Ceographic Support Area. A Geographic Area where the
Conmi ssion has deternmined that the furtherance of universal basic service
requires that support be provided by the CHCF.

723-41-2.8 Provider of last Resort (POR). A Conm ssion-designated
t el econmuni cations provider that carries the responsibility to offer basic
| ocal exchange service to all consunmers who request it within a Geographic
Ar ea.

723-41-2.9 Proxy Cost. The estimate, produced by the use of
factors, of the nonthly recurring revenue requirenent necessary to support
the estinmated investnment per access line generated by the Proxy Cost Mbdel

723-41-2.10 Proxy Cost Mbdel. A nodel which produces an estinmte of
the reasonable required | evel of investnent per access line in a particular
Geographic Area. The proxy telephone services or features assum ng
efficient engineering cost nmodel produces an estimate of the required
investnment for a defined set of telephone services or features assum ng
efficient engineering and design criteria and deploynent of current state-
of-the-art technology using the current national |ocal exchange network
topol ogy. The proxy cost nodel will not favor one technol ogy over another
perhaps nore efficient, technol ogy.

723-41-2.11 Retail Revenues For the purpose of this Rule, retai
revenues are those revenues derived from the sale of intrastate

t el econmuni cati ons services which benefitted from interconnection with the
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public switched tel ecomunications network. They include only revenues
received from end-users and not other telecomunications providers. A
service is considered to have benefitted from interconnection with the
public switched telecommunications network if it interconnects with the
public switched tel ecommuni cati ons network in a manner that the user of the
service can access the general public.

723-41-2.12 Ssmall LEC. A local exchange carrier (LEC) or provider
who was certified before July 1, 1996 and who serves a total of fewer than
fifty thousand access lines in the State. This is a cumrulative statew de
total, and therefore not all basic |ocal exchange providers that serve only
rural exchanges of ten thousand or fewer access lines are Small LECs.
Rural providers that serve a total of nore than fifty thousand access lines
statew de are not considered Snall LECs.

723-41-2.13 Universal servijce. The goal that basic |ocal exchange
service be available and affordable to all citizens of the State of

Col orado who desire it.

RULE 4 CCR 723-41-3. GENERAL. Toward the ultimate goal of wuniversal
service, the Colorado Hi gh Cost Fund shall be coordinated with the Federal
Communi cations Conmi ssion (FCC) Universal Service Fund, (USF) found at 47
CFR 36.601 to 36.641 and any ot her Universal Service Support Mechani smthat
may be adopted by the FCC pursuant to 47 U.S.C. 254 of the Conmunications

Act, as anended by Section 101 of the "Tel ecommuni cati ons Act of 1996".

RULE 4 CCR 723-41-4. TRANSI TI ON.
723-41-4.1 The nechanism for nmaking paynents into the CHCF
established in Rule 7 of Part | shall not take effect until further order
of the Conm ssion on or before July 1, 1997.
723-41-4.1.1 Until Rule 7 is effective, the mechanism for
maki ng paynents into the CHCF established in Rules 18.6.2 through 18.6.5 of

Part Il of this Rule shall remain in effect.



Attachment A
Deci si on No. C96-352
DOCKET NO. 95R-558T
4 CCR 723-41
Page 5 of 25

723-41-4.1.2 After Rule 7 becones effective, Rules 18.6.2

through 18.6.5 of Part Il of this Rule are repeal ed.
723-41-4.2 Small LECs eligible, as of July 1, 1996, to draw fromthe

CHCF established in Part Il of 4 CCR 723-27 and now codified in Part || of
this Rule, may only continue to draw support in accordance Part Il of this
Rul e until the first of the follow ng three events occurs:

723-41-4.2.1 July 1, 2003; or

723-41-4.2.2 another provider holding an operating authority
within the provider s service territory, pursuant to the Commi ssion's Rul es
Regulating the Authority to Ofer Local Exchange Tel econmunications
Services, 4 CCR-723-35, is found by the Commission to be eligible to
recei ve support fromthe CHCF pursuant to Rule 8; or

723-41-4.2.3 the provider elects into the nmechanism
established pursuant to Part | of this Rule.

723-41-4.3 Part Il of this Rule is repealed effective July 1, 2003.

RULE 4 CCR 723-41-5. SPECIFIC SERVICES AND FEATURES SUPPORTED BY THE
CHCE. The services and features supported by the CHCF are an evolving
| evel of telecommunications services established by the Conm ssion and
periodically updated under 40-15-502(2) C. R S., to take into account
advances in telecommunications and information technol ogies and services.

Until revised, the CHCF will support such services as are defined in Rule

17.1 of the Rules Regulating Telecommnications Service Providers and
Tel ephone Wilities, 4 CCR 723-2, plus access to 911 service and such ot her

el enents, functions, services, standards or levels for quality of service,
or criteria that are currently established pursuant to statute or

Conmi ssi on rul e.

RULE 4 CCR 723-41-6. AFEORDABIE PRICE STANDARD FOR BASIC SERVICE. For
the purpose of this Rule, the prices in effect for basic service, excluding

outside base rate area zone charges, if any, in each Geographic Area on the
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effective date of this Rule shall be deened affordable. Pursuant to 40-
15-502(3) C.RS., a different level my be set by the Conm ssion and

designated as a benchmark price.

4 CCR 723-41-PART |

RULE 4 CCR 723-41-7. PAYNMENTS | NTO THE COLORADO HI GH COST FUND.
723-41-7.1 Each telecommunications service provider shal | be

assessed a percentage of the total CHCF equal to the provider s percentage
of the total intrastate Retail Revenues.

723-41-7.1.1 Revenues associated with the sale of cable
services identified in 40-15-401(1)(a) C.R S. shall not be considered
when deternmining a provider s assessnent.

723-41-7.1.2 A provider of a service, exenmpt from
regul ation pursuant to Part 4 of Article 15 of Title 40 Col orado Revised
Statutes (C.R S.), nmay apply for approval of an alternative method for
calculating the revenues associated with the sale of that service. The
Conmmi ssion shall grant such application for disparate treatnent if the
Conmm ssion determines that such payment under Rule 7.1 would be
discrimnatory, inequitable and not in the public interest.

723-41-7.2 Process.

723-41-7.2.1 As part of its Annual Report filed pursuant
to 4 CCR 723-1, Rule 25, each teleconmunications service provider shall
provide to the Conm ssion, an audited accounting of its Retail Revenues for
the previous cal endar year.

723-41-7.2.2 The Administrator shall determ ne the annual
assessment percentage appropriate for each teleconmunications provider.
The Conmi ssion shall issue an order establishing the appropriate assessnent
percentage for each telecomunications provider before the first day of
each fiscal year.

723-41-7.2.3 The Adm ni strator may i ncrease each
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assessment by an anmpount necessary to conpensate for uncollectible
assessments. Such increase shall generally not exceed 5% of each nonth's
assessnent.

723-41-7.2. 4 Mont hly, the Admi nistrator shall send to each
provider a notice of the provider s net assessnent (assessnent |ess
di sbursemnent) . Each provider so notified shall remt, if applicable, the
monthly net assessnent to the Administrator within the period of tine

designated by the Admi nistrator

RULE 4 CCR 723-41-8. ELIGBILITY TO RECEIVE SUPPORT FROM THE COLORADO
H GH COST FUND
723-41-8.1 A provider shall be in conpliance with the Commission's
rules applicable to the provision of basic |ocal exchange service as a
prerequisite for eligibility to receive support fromthe CHCF.
723-41-8.2 To be designated an Eligible Provider within a Geographic
Support Area, a provider nmust file an application with the Conm ssion.
723-41-8.2.1 Contents of Application. The application
must provi de evidence sufficient to establish that:
723-41-8.2. 1.1 The provider is certified by the
Commi ssion to offer basic |ocal exchange service within the Geographic
Support Area;
723-41-8.2.1.2 The provider wll offer basic loca
exchange service to all customers within the Geographic Support Area;
723-41-8.2.1.3 The provi der has t he manageri al
qualifications, financial resources, and technical conpetence to provide
basic local exchange service throughout the specified support area
regardless of the availability of facilities or the presence of other
providers in the area,;
723-41-8.2.1.4 The provider is not receiving funds
fromthe CHCF or any other source that together with | ocal exchange service

revenues, exceed the reasonable cost of providing | ocal exchange service to
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custoners of such provider; and

723-41-8.2.1.5 The granting of the application serves

the public convenience and necessity, as defined in 40- 15-101, 40-15-
501, and 40-15-502 C. R S.
723-41-8.2.2 Process.
723-41-8.2.2.1 The Conmi ssi on will process

applications in accordance with the Rules of Practice and Procedure found
at 4 CCR 723-1.
723-41-8.2.2.2 An application filed pursuant to

Rule 8.2 my be filed contenporaneously wth an application for
certification, operating authority, or alternative regulation

723-41-8.3 A reseller may not receive support from the CHCF for
custoners which are served entirely through resale. Rat her, the
facilities-based provider may be eligible to receive any applicable CHCF
support.

723-41-8.4 |If a provider serves a custoner via a conbination of its
facilities and another s unbundled facilities which the provider purchased
at full cost, the provider may be eligible to receive the CHCF support for
t hat custoner.

723-41-8.5 CHCF support shall be portable between any Eligible
Provi der chosen by the end-user. The level of the support per access |ine
paid to any Eligible Provider shall be determ ned pursuant to Rule 8.2.1.4.

723-41-8.6 Providers certified as a Provider of Last Resort who, on
the effective date of these Rules, served only rural exchanges with ten
thousand or fewer access |lines shall be deened to have net the application
requirenents in Rules 8.2.1.1, 8.2.1.2, 8.2.1.3, and 8.2.1.5 for the
geographic support areas wthin their service territories as of the

effective date of these Rul es.

RULE 4 CCR 723-41-9. DI SBURSEMENTS FROM THE COL ORADO HI GH COST FUND
723-41-9.1 The Conmi ssion shall establish Geographic Areas for the
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State by order. Such Geographic Areas may be revised.

723-41-9.2 The Commi ssion shall: 1) adopt a Proxy Cost Model; and 2)
publish the Proxy Cost for each Geographic Area. The Proxy Cost Mdel and
the resultant Proxy Costs shall be updated as necessary. The Conmmi ssion
shall ensure that the Proxy Cost associated with basic |ocal exchange
service bears no nore that its reasonable share of the joint and common
costs of facilities used to provide those services.

723-41-9.3 The Conmission shall, based upon the Proxy Costs
designate certain Geographic Areas of the State as Geographic Support
Ar eas.

723-41-9.4 Each Eligible Provider shall receive nonthly support from
the CHCF based on: 1) the nunber of access lines it serves in high cost
geographi ¢ support areas, as designated by the Conmi ssion; 2) nultiplied by
the difference between the revenues received for basic |ocal exchange

service, unless the Conmi ssion determnes a benchmark price should be

substituted, and all other sources of support, including, but not linmted
to Federal USF, low interest Rur al Uility Service |oans, rent
conmpensation, and Yellow Page Directory conpensation; and, 3) a per line

proxy cost, as determ ned by the Conm ssion.
723-41-9.5 Process.

723-41-9.5.1 Each nonth, on or before the 15th, each
Eligi ble Provider shall provide the Adm nistrator with an accounting of the
number of residential access |lines and the nunber of business access |ines
that the provider served in each Geographic Support Area as of the |ast day
of the precedi ng nonth.

723-41-9.5.2 The Adm ni strator shal | make nmont hl y
di sbursements from the CHCF after receipt of the nonthly net assessnents

pursuant to Rule 7.2.4.

RULE 4 CCR 723-41-10. ADM NI STRATION. The CHCF shall be under the

direction of an Adm ni strator
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723-41-10.1 The  Conmi ssion, or its designee, shal | be the
Admi ni strator of the CHCF.

723-41-10. 2 The reasonabl e expenses incurred in the adm nistration of
the fund shall be recovered from the CHCF.

723-41-10.3 The Administrator shall deternmne the assessnent each
t el ecommuni cations provider nmust pay into the CHCF and determ ne the
di sbursement each Eligible Provider may wi thdraw fromthe CHCF.

723-41-10.4 The Adninistrator shall net each provider s assessnent
and di sbursenent prior to receipt or disbursenent of actual funds.

723-41-10.5 To the extent the funding received from providers in any
one fiscal year exceeds: 1) the disbursenents required for the CHCF, plus
2) the cost of administering the CHCF (including such reserve as may be
necessary for the proper administration of the CHCF), any unexpended and
unencunbered nmoneys shall remain in the CHCF and shall be credited against
the assessment each teleconmunications service provider must pay in the
succeedi ng fiscal year.

723-41-10.6 The Administrator shall engage and determine the
conmpensation for such professional and technical assistance as may, in its
judgnent, be necessary for the proper adninistration of the fund.

723-41-10.7 The Adm nistrator shall operate on a fiscal year which
runs fromJuly 1 to June 30 of the succeedi ng year

723-41-10. 8 The CHCF records covering bot h col l ections and
di sbursements shall be audited at the end of fiscal year 1997-1998 by an
i ndependent external auditor chosen by the Conm ssion. The costs for
conducting audits shall be included in the conputation of CHCF
requi renents. Thereafter, the CHCF shall be audited in the sane manner at
| east once every other year

723-41-10.9 An annual report prepared by the Adm nistrator shall be
filed with the Comm ssion by October 1 of each year. This report shall
sumari ze the preceding fiscal year s activity and contain the foll ow ng:

723-41-10.9.1 a st at ement of CHCF col | ections and
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di sbursenment s,
723-41-10.9. 2 a record of the total cost of administration
of the CHCF, and
723-41-10.9.3 the nost recent audit report.
723-41-10.10 A copy of the Adm nistrator s annual report shall be
provided to the Legislative Audit Comrittee and to each tel ecommuni cations

service provider who contributes to the CHCF.

RULE 4 CCR 723-41-11. REVIEW OF THE COL ORADO HI GH COST FUND. The CHCF
will be evaluated and reviewed no later than July 1, 1999, and at | east
every three years thereafter, for the purpose of determ ning whether the

CHCF shoul d be adj usted.

RULE 4 CCR 723-41-12. BASE RATE AREA SUBSIDIES. If there are areas, as of
July 1, 1996, that are receiving subsidies within a provider s base rate
area, as determned by the Commi ssion, such areas mmy continue, at the
Conmmi ssion's discretion, to receive subsidies or be eligible for funding

under the CHCF after July 1, 1996

RULE 4 CCR 723-41-13. ENFORCENMENT.

723-41-13.1 Holder of a Certificate. A teleconmnunications service
provi der holding a certificate issued by this Comm ssion that fails to pay,
in a tinmely manner, an assessnent due and payabl e under these Rules may,
after notice and opportunity for hearing, have its certificate revoked as
provided in Article 6 of Title 40 of the Colorado Revised Statutes
(CRS.).

723-41-13.2 Uncertificated Provider. A tel econmuni cations service
provider that: 1) does not hold a certificate fromthis Commi ssion and 2)
fails to pay its assessnment when it is due and payable under these Rules
may be subject to a Conmission action including but not linmted to a

complaint: 1) to the Federal Comrunications Conm ssion (FCC) seeking an
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order directing the delinquent provider to make the paynent; or 2) for

damages in a Colorado District Court.

RULE 4 CCR 723-41-14. SOCI AL PROGRAMS. These Rules are not intended to
limt or conflict with the Rules for Tel econmunications Relay Service for
the Disabled Telephone Users (4 CCR 723-28) or the Procedures for
Adm ni stering the Low I ncone Tel ephone Assistance Fund (4 CCR 723-13).

RULE 4 CCR 723-41-15. VARI ANCE AND WAl VER. The Conmmission nmay permt
vari ance or waiver fromthese Rules, if not contrary to |law, for good cause
shown if it finds that <conpliance is inpossible, inpracticable or

unr easonabl e.

RULE 4 CCR 723-41-16. LNCORPORATI ON BY REFERENCE. References in these
Rules to Parts 32, 36, 64, and 69, are rules issued by the FCC and have
been incorporated by reference in these Rules. These rules may be found at
47 CFR Parts 32, 36, 64, and 69, revised as of October 1, 1995. References
to Parts 32, 36, 64, and 69 do not include |later amendnments to or editions
of those parts. A certified copy of these parts which have been
incorporated by reference are nmmintained at the offices of the Col orado
Public Utilities Conmi ssion, 1580 Logan Street, OL-2, Denver, Colorado
80203 and are available for inspection during normal business hours.
Certified copies of the incorporated rules shall be provided at cost upon
request. The Director of the Public Utilities Conmm ssion, or his designee,
will provide information regarding how the incorporated rules nay be
obtai ned or exam ned. These incorporated rules may be exam ned at any

state publications depository library.

4 CCR 723-41-PART 11

RULE 4 CCR 723-41-17. CALCULATION OF AVERAGE LOOP, | OCAL SWTCHI NG AND
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EXCHANGE TRUNK COSTS FOR FUND SUPPORT.

723-41-17.1 The averages used in calculating CHCF support in this
Part Il will be conmputed on the basis of the data reported per this Rule 17
for the preceding calendar year which may be updated at the option of the
Smal | LEC pursuant to 47 CFR 36.612(a).

723-41-17.2 Each basic |ocal exchange provider shall calculate and
report its average unseparated | oop cost per study area per working | oop as
prescri bed by 47 CFR 36.621, and 36.622 in its Annual Report as required by
Rul e 25 of the Commi ssion's Rules of Practice and Procedure (4 CCR 723-1)
(Annual Report).

723-41-17.3 The national average unseparated |oop cost per working
|l oop shall be as calculated by the National Exchange Carrier Association,
as prescribed by 47 CFR 36.622(a)(1).

723-41-17.4 Each Small LEC shall calculate and report, in its Annua
Report, its unseparated investnent per study area for: 1) local swtching
equi pnent (Central O fice Equiprment, Category 3, [47 CFR 36.125]), and 2)
its average nunber of working | oops.

723-41-17.5 Each Small LEC shall calculate and report, in its Annua
Report, its unseparated investnent per study area for exchange trunk
equi pnent (Cable and Wre Facilities, Category 2, Exchange Trunk, [47 CFR
36. 155], and Category 4.12, Exchange Trunk Circuit Equipnment [47 CFR
36.126(c)(2)]).

723-41-17.6 The State average unseparated |local swtching equipnent
i nvest nent per working |oop shall be calculated by dividing the sum of the
| ocal switching equipment investnents in the State, as reported pursuant to
Rule 17.4, for all LECs, except Small LECs as deternined by the Staff of
the Conmmi ssion, by the sum of the working loops in the State, as reported
in Rule 17.4, and for all LECs, except Small LECs as determ ned by the
Staff of the Conmm ssion. The State average unseparated exchange trunk
equi pnent investnent per working loop shall be calculated by dividing the

sum of the exchange trunk equi pnent investnents in the State, as reported
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pursuant to Rule 17.5, and for all LECs, except Small LECs as deterni ned by
the Staff of the Commission, by the sum of the working |loops in the State,
as reported in Rule 17.4, and for all LECs, except Small LECs as deterni ned
by the Staff of the Comni ssion

723-41-17.7 In its Annual Report, each Small LEC shall report to the
Adnmi ni strator of the CHCF the count for each nonth of access lines for that

twel ve nonth period that were subject to the surcharge of Rule 18.6.4.2 and

the ampunts collected. The count shall include all residential, business,
concession and paystations access |lines. Speci al access, private or
dedicated circuits, and conpany official |ines shall be excluded from the
count.

723-41-17.8 In its Annual Report each Small LEC shall report to the
Adm ni strator of the CHCF the estinmated average nunber of working | oops for
the next year.

723-41-17.9 Further reporting requirenents may be deternined by the

Conmi ssi on.

RULE 4 CCR 723-41-18. TRANSI TI ONAL COLORADO HI G4 COST FUND SUPPORT FOR
SMALL LECS. During the transition period, Small LECs, who are not Average
Schedul e Small LECs, shall be eligible, upon proper show ng, for support
fromthe CHCF for high costs in three areas: a) |oops, b) local swtching,
and 3) exchange trunks. Average Schedule Snmall LECs shall be eligible,
upon proper showi ng, for support fromthe CHCF for high costs as determ ned
by Rule 18.6. 1.
723-41-18.1 SUPPORT FOR HI GH | OOP COSTS.
723-41-18.1.1 The CHCF revenue requirenent for high |oop
costs of Small LECs who are not Average Schedule Small LECs shall be
determnmi ned as foll ows:
723-41-18.1.1.1 For Small LECs reporting an average
unseparated | oop cost per working |oop less than or equal to 115 percent of

the national average for this cost, the CHCF revenue requirenent for high
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|l oop costs shall be the sum of: a) zero (0); and b) the difference
between 0.265 and twice the Small LEC s intrastate interexchange SLU, (if
greater than zero), times the LEC s average unseparated |oop cost per
wor ki ng | oop for this cost.

723-41-18.1.1.2 For Small LECs reporting an average
unseparated |oop cost per working loop in excess of 115 percent of the
national average for this cost but not greater than 150 percent of the
nati onal average for this cost, the CHCF revenue requirenment for high | oop
costs will be the sum of: a) the difference between the Small LEC s
average unseparated |loop cost per working loop and 115 percent of the
nati onal average for this cost, tinmes 0.10; and b) the difference between
0.265 and twice the Small LEC s intrastate interexchange SLU, (if greater
than zero), tines 115 percent of the national average for this cost.

723-41-18.1.1.3 For small LECs reporting an average
unseparated | oop cost per working loop greater than 150 percent of the
nati onal average for this cost, the CHCF revenue requirenent for high |oop
costs will be the sum of: a) the difference between 150 percent of the
nati onal average unseparated | oop cost per working |oop and 115 percent of
the national average for this cost, times 0.10; and b) the difference
between 0.265 and twice the Small LEC s intrastate interexchange SLU, (if
greater than zero) tines 115 percent of the national average for this cost.

723-41-18. 2 SUPPORT FOR HI GH L OCAL SW TCHI NG COSTS
723-41-18.2.1 Small LECs, who are not Average Schedule

Smal|l LECs, shall be eligible for support for high |local switching costs.
The CHCF revenue requirenment for high local switching cost support shall be
determ ned as foll ows:

723-41-18.2.1.1 For Small LECs reporting an average
unseparated |l ocal sw tching equi pnent investnent per working |oop |ess than
or equal to the Colorado average as determned by Rule 17.6, for this
i nvestnment, the CHCF revenue requirenment for local swi tching cost support

shall be zero (0).
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723-41-18.2.1.2 For Small LECs reporting an average
unseparated | ocal sw tching equi prment investnment per working | oop in excess
of the Colorado average as determined in Rule 17.6, for this investnent,
the revenue requirenment for high local switching cost support wll be
calculated by creating a new service category in the separations study and
apportioning the costs of the provider to this service generally follow ng

Part 36, CFR.  The service category for the CHCF high |ocal sw tching cost

support shall be assigned a portion of Category 3 of local swtching
equi pnent investnent. The percentage of Category 3 allocated to the CHCF
service category shall be known as the Colorado Hi gh Local Switching

Al l ocation Factor and shall be calculated as one ninus the sumof: (a) the
Interstate factor(s), (b) the Intrastate factor(s) of Rule 18.2.2, and (c)
the local exchange factor. The | ocal exchange factor for each Small LEC
shall be calculated as the: (1) Colorado State average unseparated |ocal
swi tching equi pmrent Category 3 investnent per working |oop as determ ned by
Rule 17.6, for this investnent, (2) nmultiplied by the Small LEC s | ocal DEM
percentage, (3) divided by the Small LEC s average investnent per working
loop for this investnent. In no event shall the Colorado High Local
Switching Allocation Factor be |less than zero. If, by the application of
the fornula of this Rule 18.2.1.2, the Colorado Hi gh Local Switching
Al l ocation Factor is less than zero, the factors of Rule 18.2.1.2. (b) and
(c) above shall be reduced proportionally.
723-41-18.3 SUPPORT FOR HI G4 EXCHANGE TRUNK COSTS

723-41-18.3.1 Small LECs, who are not Average Schedule
Small LECs, shall be eligible for support for high exchange trunk costs.
The CHCF revenue requirement for high exchange trunk cost support shall be
determnmi ned as foll ows:

723-41-18.3.1.1 For Small LECs reporting an average

unsepar ated exchange trunk investnent per working loop |less than or equa
to the Colorado average as determined by Rule 17.6, for this investnent,

the CHCF revenue requirenent for exchange trunk cost support shall be zero
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(0).
723-41-18.3.1.2 For Small LECs reporting an average
unsepar at ed exchange trunk equi pment investnment per working |oop in excess
of the Colorado average as determned in Rule 17.6, for this investnent,
the revenue requirenent for high exchange trunk cost support wll be
cal cul ated by apportioning the costs of the Small LEC to the CHCF service
category, as established in Rule 18.2, of the Small LEC s separations study
following 47 CFR Part 36, as nodified by the Rules found in Part 2 of Rule
4 CCR 723-27. The service category for the CHCF shall be assigned a
portion of Cable and Wre Facilities, Category 2 Exchange Trunk [47 CFR
36. 155], and a portion of Category 4.12, Exchange Trunk Circuit Equi prment
[47 CFR 36.126(c)(2)] investnent. The percentage allocated to the CHCF
service category shall be calculated separately for each as one mnus the
sumof (a) the interstate factor(s), for exchange trunk, (b) the intrastate
factor(s) for exchange trunk, and (c) the local factor for exchange trunk.
The local factor for Category 2 exchange trunk of Cable and Wre
Facilities, for each Small LEC shall be calculated as the Colorado State
aver age unseparated investnent per working | oop as determ ned by Rule 18.6,
for this investment, times the Small LEC s |ocal relative nunmber of minutes
of use percentage divided by the Small LEC s average investnment per worKking
loop for this investnent. The local transport allocation factor for
Category 4.12 Exchange Trunk Circuit Equi pnent, for each Small LEC shall be
calcul ated as the Col orado State average unseparated investnment per working
| oop as deternined by Rule 17.6, for this investnent, times the Small LEC s
local relative nunber of nminutes of use percentage divided by the Small
LEC s average investnent per working loop for this investnent.
723-41-18.4 SUPPORT FOR HI GH COSTS OF AVERAGE SCHEDULE SMALL LECS

723-41-18.4.1 The CHCF support requirenent for high cost
support for Average Schedule Small LECs shall be deternined as the
remai nder, if positive, of the follow ng process:

723-41-18.4.1.1 First, the total conmpany revenue
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requi renment for the Average Schedule Small LEC shall be detern ned;
723-41-18.4.1.2 Next, a value known as the "inputed
| ocal network services revenues" is calculated by the Adm nistrator, as the
average of the local network services revenues, 47 CFR 32.5000 through
32.5069 for all Small LECs who are not Average Schedule Small LECs, but not
i ncl udi ng any CHCF revenues;
723-41-18.4.1.3 Then, from the revenue requirenent of

Rule 18.4.1.1 shall be subtracted the revenues derived from each of the

following: 1) all interstate activities and USF support; 2) intrastate
network access services; 3) long distance network services; 4) all
m scel | aneous revenues; and 5) the "inmputed Ilocal network services
revenues".

723-41-18.5 LOCAL NETWORK SERVI CES TARIFE CAP. In no event shall the
|l ocal network services revenue requirenment, as defined in 47 CFR 32.5000
through 32.5069 (1995), of Smmll LECs, be in excess of 130 percent of the
average, of such revenue requirenment for |ocal exchange providers which are
not Small LECs. Such excess shall be considered as a part of the Snall
LECs CHCF support revenue requirenent.
723-41-18.6 CO ORADO HI GH COST FUND ADM NI STRATI ON.
723-41-18.6.1 The Conmission, acting as Adm nistrator, and
pursuant to this Part Il of the Rules, shall determ ne and establish by
Order, for each Small LEC, the CHCF support revenue requirement that wll
be effective for a period of six years beginning with the date of the
O der.
723-41-18.6.1.2 At any tinme, wupon the request and
proper support as part of a general rate proceeding by a Small LEC, the
Conmmi ssion, acting as Adninistrator, may revise the CHCF support revenue
requirenment that will be effective for a period of six years beginning with
the date established by order. Further, as a result of a show cause,
conpl aint or other proceeding, the Comni ssion, acting as Admini strator, nay

revise the CHCF support revenue requirenent that will be effective for a
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period of six years beginning with the date established by order.
723-41-18.6.1.2 Once established or revised, no further
qualification will be required during the six-year funding period. During
the funding period, the anount of CHCF support wll be phased down.
Funding will be fixed for the first two years (any 12 nonth period) at 100%
of the funding |evel established. Following the first two years, the
support anmpount will decline and be phased out by year seven. The follow ng

is the phase out schedul e:

YEAR 1 100% YEAR 4 65%
YEAR 2 100% YEAR 5 40%
YEAR 3 82.5% YEAR 6 20%

YEAR 7 0%

723-41-18.6.1.3 The Conmmission nmay grant a Small LEC s
request for waiver fromthese Rules for good cause shown, pursuant to Rule
15 of these Rules. Any CHCF support anount so granted shall be in the
anounts and for the periods expressly approved by Com ssion order.

723-41-18.6.1.4 Duri ng t he CHCF f undi ng peri od,
switched access rates for conpanies receiving CHCF, wll be adjusted
annually to reflect a sharing of access mnute demand growth, which
occurred during the nobst recent 12 nonth period when conpared to the 12
month period immediately preceding for which billed demand data is

avail able. The follow ng percentages of sharing will be used:

Percentage of Annual Demand Growth

YEAR 1 N A YEAR 4 75%
YEAR 2 75% YEAR 5 50%
YEAR 3 75% YEAR 6 50%

YEAR 7 0%

For each year of the CHCF funding period, the applicable percentage from
the above table will be nultiplied by the actual change (increase or

decrease) in access mnute demand for the nobst recent 12-nonth period as
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conpared to the previous 12-nonth period imediately preceding for which
billed demand date is available, to determ ne the access minute adjustnent
ampunt. The anpunt deternmined will then be added to or subtracted fromthe
prior 12-nmonth period adjusted switched access mnute demand to deterni ne
the current period' s adjusted access m nute denmand. The current period's
adjusted switched access demand will then be utilized to revise the
switched access rate elenents using the access revenue requirenents for
each elenent, from the base year rate determnation. The switched access
rate adjustnments shall be filed with the Conmission with a proposed
effective date no later than 60 days following the anniversary of the
effective date of the CHCF funding period.
723-41-18.6.1.5 For each Average Schedule Small LEC, a
surrogate switched access revenue requirement will be used as the "frozen
switched access revenue requirenment” as described in Rule 18.6.1. 4. Thi s
surrogate revenue requirenent will be calculated by taking the base year
Aver age Schedul e access rates tines the base year access denmand.
723-41-18.6.2 Each intrastate interexchange carrier (IXC
shall report to the Admi nistrator of the CHCF by May 1st of each cal endar
year its intrastate interexchange switched minutes of use for the previous
cal endar year. "Intrastate interexchange carrier" includes intrastate
i nterexchange carriers which are also |ocal exchange service providers.
"Switched minutes of wuse" shall include such services as, but is not
limted to: nmessage toll service, WATS, 800 service, but would eclude
traffic placed over dedicated private |line facilities (i.e. special access
arrangenents) . Further reporting nethods wll be determned by the

Adm ni strator of the CHCF.

723-41-18.6.3 The total fund requirenments for all Small
LECs conbined with such fund admnistration costs and such reserve
requirenments will be determ ned by the Adm nistrator.

723-41-18.6.4 The fund requirements of the CHCF will be

provi ded fromtwo sources:
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723-41-18.6.4.1 Intrastate |XCs: One-hal f of the fund
requi renment as determned pursuant to Rule shall be funded by a bulk bill
to each intrastate |XC Each I XC's CHCF bulk bill amunt will be based
upon the percentage relationship of each I XC s appropriate mnutes of use
for all intrastate interexchange sw tched services.

723-41-18.6.4.2 Access |ines: One-half of the fund
requi renment as deternmined pursuant to Rule shall be funded by a uniform
charge per access line. CHCF paynents will be based upon the percentage

rel ati onship of each LEC s working | oops.

723-41-18.6.5 The Conmission after determining the CHCF
requi renment, shall, by appropriate order, inmpose the uniformcharge on each
access line, and shall establish the bulk bill amunt of each |XC The

Conmi ssion, as Admnistrator, shall endeavor to issue such orders so that
the ampunts and uniform charge can be adjusted, if necessary, effective

July 1 of each year.
G\ ADPT\ 95R558T. RLA
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THE
PUBLI C UTI LI TI ES COVM SSI ON
OF THE
STATE OF COLORADO

RULES PRESCRI Bl NG THE PROCEDURES
FOR DESI GNATI NG TELECOMMUNI CATI ONS SERVI CE PROVI DERS
AS PROVI DERS OF LAST RESORT
or as an
ELI G BLE TELECOVMUNI CATI ONS CARRI ER
4 CCR 723-42

BASI S, PURPOSE, AND STATUTORY AUTHORITY.

The basis and purpose of these rules is to establish regulations
concerning the designation of providers of last resort and the obligations
that attach wth such a designation. These rules also establish
regul ati ons concerning the designation of providers eligible to receive
federal universal service assistance.

These rules are clear and sinple and can be understood by persons
expected to conply with them They do not conflict with any other
provision of law. There are no duplicating or overl apping rules.

The Conmission is authorized to pronulgate rules generally by Section
40-2-108, C R S., and specifically for telecomunications services by
Sections 40-15-201 and 40-15-301. The statutory authority for pronulgating
these rules is further found in Section 40-15-502(6), C. R S

Finally, these Rules are consistent with 47 U S.C. 254.

RULE 4 CCR 723-42-1. APPLI CABILITY. These rules are applicable to all
t el ecommuni cations service providers: 1) designated as a Provider of Last
Resort or Eligible Tel econmunications Carrier, 2) seeking to be designated

as a Provider of Last Resort or Eligible Tel ecommunications Carrier, or 3)
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seeking to renmove a designation as a Provider of Last Resort or Eligible

Tel econmuni cations Carrier.

RULE 4 CCR 723-42-2. DEEL NI TI ONS. The meaning of terns used wthin
these rules shall be <consistent wth their general wusage in the
t el ecommuni cations industry unless specifically defined by Col orado statute
or this rule. If the general usage of terns in the tel ecommunications
industry or the definitions in this rule conflict wth statutory
definitions, the statutory definitions control. As used in these rules,
unl ess the context indicates otherwise, the following definitions shall
apply:

723-42-2.1 Common Carrier. For the purpose of the designation of an
Eligible Telecommunications Carrier (ETO), a Comon Carrier is a
t el econmuni cati ons provider that offers basic |ocal exchange service to the
public on a nondiscrinmnatory basis.

723-42-2.2 Eligible Tel econmuni cati ons Carrier. A
t el ecommuni cations provider that is authorized by this Comm ssion, pursuant
to Rule 7, to receive federal universal service support as required by 47
U S.C 214(e)(2).

723-42-2.3 Geographic Area. A Commi ssion-defined geographic unit
usually snmaller than an existing provider's wire center serving area.

723-42-2.4 Provider of last Resort (PAOR). A tel econmuni cati ons
provider that is designated by the Comm ssion, pursuant to this Rule, to
have the responsibility to offer basic local exchange service to all
consuners who request it within a Geographic Area.

723-42-2.5 Rural Telecommunications Provider. A teleconmunications
provi der which neets one of the following five criteria:
723- 4exchange carrier study area that does not include either: (a) any
i ncorporated place of 10,000 inhabitants or nore, or any part thereof,
based on the nost recently avail able population statistics of the Bureau of

the Census; or (b) any territory, incorporated or unincorporated, included
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in an urbani zed area, as defined by the Bureau of the Census as of August
10, 1993; or
723-42-2.5.3 provi des t el ephone exchange service,
i ncl udi ng exchange access, to fewer than 50,000 access |ines; or
723-42-2.5.4 provi des tel ephone exchange serv-ice to any
| ocal exchange carrier study area with fewer than 100, 000 access |ines; or
723-42-2.5.5 has | ess than 15 percent of its access lines

in communities of more than 50,000 on February 8, 1996

RULE 4 CCR 723-42-3. DESIGNATION OF PROVI DERS OF | AST RESORT

723-42-3.1 A telecommunications service provider who holds a
certificate of public convenience and necessity (CPCN) to offer basic |oca
exchange service in a Geographic Area on or before July 1, 1996 shall be
considered a POLR in those Geographic Areas.

723-42-3.2 Upon application by a provider, the Conm ssion: 1) nmay,
in the case of an area served by a rural telecommnications provider; and
2) shall, in the case of all other areas, permt nore than one POLR in a
Geographi c Area.

723-42-3.3 The Commission shall, upon request by a person within an
unserved Geographic Area, or upon its own notion, designate a POLR for that
unserved Geographic Area, based upon a determination of the provider best

able to provide basic |ocal exchange service to the area.

RULE 4 CCR 723-42-4. APPLICATION FOR DESI GNATI ON AS AN ADDI Tl ONAL PROVI DER
OF LAST RESORT. A telecommunication provider seeking designation as a
Provider of Last Resort shall file an application with the Conm ssion
requesting designation as a POLR for a specific Geographic Area.

723-42-4.1 Contents of Application. The application shall contain,
in the following order and specifically identified, the followng
information, either in the application or in appropriately identified,

attached exhibits:
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723-42-4.1.1 Applicant's name and compl ete addr ess
(street, city, state, and zip code), and the nane(s) under which the
applicant is, or shall be, providing teleconmunications service in
Col or ado;

723-42-4.1.2 A statenent identifying the decision(s) d

this Comr ssion authorizing the applicant to provide basic |ocal exchange
servi ce;

723-42-4.1.3 A statenment describing the Geographic Area
for which applicant seeks designation as a POLR If designation for a
speci fic Geographic Area, rather than a statew de designation, is sought,
the application shall contain a description of such Geographic Area by

met es and bounds and a map displaying the service area;

723-42-4.1.4 An affirmative statement that the applicant
will accept the responsibilities identified in Rule 5
723-42-4.1.5 A statenent of the facts (not t relevant Geographic

Area notwi t hstandi ng whether there are other providers in that area;

723-42-4.1.6 A statenent of the facts (not in the form of
conclusory statenments) relied upon by the applicant to establish that the
POLR designation for that Geographic Area serves the public interest by
demonstrating that such designation is consistent with the |legislative
statenents of intent in 40- 15-101, 40-15-501 and 40-15-502(7) C. R S.

723-42-4.1.7 A statenent that the applicant agrees to: (a)
answer all questions propounded by the Conmi ssion or any authorized nenber
of its staff concerning the application, the subject matter of the
application, or any information supplied in support of the application; and
(b) permt the Comm ssion or any authorized nenber of its staff to inspect
the applicant's books and records as part of the investigation into the
application, the subject matter of the application, or any infornmation
supplied in support of the application;

723-42-4.1.8 A statenent indicating, if the application is

assigned for hearing by the Commssion, the town or city where the
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applicant prefers the hearing to be held and any alternative choices;

723-42-4.1.9 A statenent that the applicant under-stands
that the filing of the application does not, by itself, constitute
designation as a POLR

723-42-4.1.10 A statenent that, if a designation is
granted, applicant understands that such designation is conditional upon
conmpliance with applicable Conm ssion rules and any conditions established
by Conmi ssion order; and

723-42-4.1.11 An affidavit signed by an officer, a partner,
an owner, or an enployee, as appropriate, who is authorized to act on
behal f of the applicant, stating that the contents of the application are
true, accurate, and correct.

723-42-4.2 Processing of Applications. The Conmi ssion will process

applications in accordance with the Rules of Practice and Procedure found

at 4 CCR 723-1.

RULE 4 CCR 723-42-5. OBLIGATIONS OF PROVI DERS OF [ AST RESORT.
723-42-5.1 A POLR has the obligation to:

723-42-5.1.1 Offer basic |ocal exchange service to every
custonmer who requests such service within a designated Geographic Area,
regardl ess of the availability of facilities;

723-42-5.1.2 Be subject to the evolving definition of
basi c service devel oped by the Commi ssion pursuant to 40-15-502(2); and

723-42-5.1.3 Advertise the availability of such service
and the charges therefore using nedia of general distribution. At a
mnimm a POLR nust have custoner guide pages in the \Wite Pages
Directory within the POLR s Geographic Area. Such custonmer guide pages
shall indicate that the provider will offer basic |ocal exchange service to

all who request such service within that area.

RULE 4 CCR 723-42-6. REMOVAL OF PROVI DER OF LAST RESORT DESI GNATI ON.
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723-42-6.1 Application to be Filed with the Comr ssion. Wen there
are nultiple POLRs in a Geographic Area, telecommunications service
provi ders seeking to relinquish designation as a Provider of Last Resort
shall file with the Conmi ssion, at |east 30 days before the effective date
of the proposed relinquishment, an application containing a conplete
expl anation of the proposed relinquishnent. The application shall contain
an affidavit signed by an officer, a partner, an owner, or an enployee, as
appropriate, who is authorized to act on behalf of the applicant, stating
that the contents of the application are true, accurate, and correct.
723-42-6.2 |f the POLR proposes to discontinue the provision of
basi c | ocal exchange service, the POLR shall file a plan for transition of
its custoners to another provider.
723-42-6.2.1 The transition plan filed by the POLR shal
include sufficient notice to permt the purchase or construction of
adequate facilities by a remaining POLR or other provider
723-42-6.2.2 The Conmi ssion shall establish a tine, not to
exceed one year after the approval of the discontinuance, within which such
purchase or construction shall be conpl et ed.
723-42-6.2.3 During this transition period, the POLR nust
ensure that customers do not experience a break in service as a result of
the POLR discontinuing service.
723-42-6.3 Notice to Custoners. In addition to filing an
application with the Conm ssion, the POLR shall prepare a witten notice
stating the proposed discontinuance, and its proposed effective date, and

shall mail or deliver the notice at |east 30 days before the effective date

to all presently served custoner or subscri bers, including all
i nterconnecting tel econmuni cati ons providers. The POLR shall separately
provide notice to all potentially affectenotice shall be nmiled to the

Board of County Conmi ssioners of each affected county, and to the Mayor of
each affected city, town or nunicipality.

723-42-6.3.1 Form of Notice. The notice required by
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Rul e 6.4 above shall contain the information in Form A
723-42-6.3.2 Proof of Public Notice. Wthin 15 days

before the date of the proposed discontinuance, the POLR shall file with
the Conmission a witten affidavit stating its conpliance with this rule.
The affidavit shall state the date notice was conpleted and the nethod used
to give notice. A copy of the notice shall acconpany the affidavit.

723-42-6.4 No hearing needs to be held if no objection, pro-test or
intervention is filed. If a hearing is to be held on an application, the
Conmmi ssion shall endeavor, within its operating constraints, hold the
hearing, or a portion thereof, at a location within the local calling area
of the affected community.

723-42-6.5 No proposed discontinuance shall be effective until a

Conmmi ssi on order approving it has been entered.

RULE 4 CCR 723-42-7. ELIGBLE TELECOMUNI CATIONS CARRIER (ETC)

DESI GNATI QN. Tel econmuni cati ons providers seeking designhation as an
El i gi bl e Tel econmuni cations Carrier (ETC) shall file an application with
t he Conmi ssion requesting designation as an ETC for a Geographic Area.
723-42-7.1 Contents of Application. The application shall contain,

in the following order and specifically identified, the followng
information, either in the application or in appropriately identified
attached exhibits:

723-42-7.1.1 A statenent identifying the decision(s) of
this Commission and/or the Federal Comuni cations Commi ssion (FCC)
aut hori zing the applicant to provide tel econmunications service.

723-42-7.1.2 A statenment describing the Geographic Area
for which applicant seeks designation as an ETC If designation for a
speci fic Geographic Area, rather than a statew de designation, is sought,
the application shall contain a description of such Geographic Area by
met es and bounds and a map displaying the service area;

723-42-7.1.3 A statenment of the facts (not in the form of
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conclusory statenents) relied upon by the applicant to denpnstrate that it
has the mahere are other providers in that area;

723-42-7.1.4 An affirmative statement that the applicant
will offer the services that are supported by the Federal universal service
support mechani sns under 47 U.S.C. 254(c);

723-42-7.1.5 An affirmative statenent that the applicant is a
Conmon Carrier; and,

723-42-7.1.6 An affirmative statenent that the applicant will
advertise the availability of such service and the charges therefore using
medi a of general distribution. At a mini-mum an ETC nust have custoner
guide pages in the \Wiite Pages Directory within the ETC s Geographic
Ar ea. Such custoner guide pages shall indicate that the povider will
of fer basic |ocal exchange service to all who request such service within
t hat area.

723-42-7.2 Processing of Applications. The Commission wll
process applications in accordance with the Rules of Practice and Procedure

found at 4 CCR 723-1.

RULE 4 CCR 723-42-8. RELINQUI SHVENT OF ETC DESI| GNATI ON.
723-42-8.1 Application to be Filed with the Conm ssion. When there

are nultiple ETCs in a Geographic Area, providers seeking to relinquish
designation as an ETC shall file with the Comm ssion, at |east 30 days
before the effective date of the proposed relinquishnent, an application
containing a conplete explanation of the proposed relinquishnment. The
application shall contain the same information as required in Rule 6.1.

723-42-8.2 Processing of Applications. Applications to relinquish
an ETC designation shall be processed in accordance with the Rules of
Practice and Procedure found at 4 CCR 723-1.

723-42-8.3 The Commi ssion shall permt an ETC to relinquish its
designation as an ETC in any area served by nore than one ETC when the

Conmmi ssi on concludes that the requirements of Rule 8.1 have been net.
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RULE 4 CCR 723-42-9. COVBI NED APPL | CATI ONS. Applicants may file to be
designated as a POLR and to be designated as an ETC in a conbined
application. Simlarly, applicants may file to relinquish designation as a
POLR and to relinquish designation as an ETC in a conbi ned application. In
a conbi ned application, the applicant shall follow the application process

and nust provide all information required for each separate conponent of

t he conbi ned application.

RULE 4 CCR 723-42-10. VARI ANCE AND WAI VER. The Commi ssion may permt
vari ance or waiver fromthese rules, if not contrary to law, for good cause
shown if it finds that <conpliance is inpossible, inpracticable or

unr easonabl e.

G\ ADPT\ 95R558T. RLB
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4 CCR 723-42-FORM A - Notice of a discontinuance or curtailnment of basic
| ocal exchange service by a POLR or discontinuance of POLR designation

[ Name of provider] has asked the Colorado Public Utilities Conm ssion (PUC)
for approval to [stop offering basic |ocal tel ephone service or renmove its
provider of last resort designation] in your area effective on [date].
[ Name of provider] proposes to [stop offering local telephone service or
renmove its provider of last resort designation] in your area as follows:
[provide details of proposal here including the Ilist of alternative
provi ders].

Anyone nmay object to this proposal by sending a letter to the Colorado
Public Uilities Comm ssion, 1580 Logan St., OL2, Denver, CO 80203. You
may al so object to this proposal by calling the PUC at [ phone nunbers].

Your written objection by itself does not allow you to participate as a
party in any proceeding before the PUC on this proposal. If you want to
actively participate as a party to any proceeding, you nust subnmt a
witten request to the PUC at the above address at |east 10 cal endar days
before the proposed effective date of [date]. Your written request to
intervene nust follow Rules 20, 21, and 22 of the Commission's Rules of
Practice and Procedure and any other rules that apply. You can request a
copy of these rules fromthe Comni ssion.

The PUC may hol d hearings on [nane of provider]'s proposed actions. |If the
Conmmi ssion holds hearings, it wll decide what actions, iif any, are
al l owed. Menbers of the public may attend any hearing and nmake a statement
under oath about the proposed action even if they did not submt a witten
objection or intervention.

If you want to know if and when hearings are held, please subnt a witten
request to the PUC at the above address. Your written request for hearing
notice nust be submitted to the PUC cal endar days before the proposed
effective date of [date].

Pl ease be assured that basic Ilocal telephone service wll still be
available to you whatever the outcone of [name of provider]'s requested
action. If [nane of provider]'s request to stop offering l|ocal telephone
service is granted, another tel ephone conpany will offer service to you.

by: [nane, title and address of officer]



