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Caveats

• I am one of three equal commissioners
• My positions are my own
• I am confused by many things and have not 

made up my mind on much at all
• I don’t even agree with some of the things I say
• Good advice: don’t believe everything you think



Outline of Presentation

• Overview of the PUC
• Telecom Price Regulation at the PUC

– Qwest basic service rate
• New Rules for High Cost Support (CHCSM)
• Federal Broadband Initiative

– FCC’s Broadband Plan
– Remand in Qwest II

• Colorado ARRA Status



PUC Structure: Commissioners

• Three Commissioners
• Appointed by the Governor
• Confirmed by majority vote of State Senate
• Serve four-year teams – may be reappointed
• No more than two Commissioners from one 

political party
• Judicial functions and legislative functions



The Commissioners

Matt Baker Ron Binz Jim Tarpey



What Do We Regulate?
• Investor-owned electric utilities
• Investor-owned natural gas utilities
• Some telecommunications carriers & services

-----------------------------------------------
• Intrastate natural gas pipelines 
• Passenger transportation
• Railroad crossings
• Investor-owned water utilities 
• Pipeline safety
• Relay Service for the hearing impaired
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Basic Residential Service Rates
• 1996 law capped basic residential rates for all 

Colorado LECs (40-15-502(3), C.R.S.)
• 2008 amendment requires PUC to set new cap, 

considering:
– Change in cost of providing basic service since 1995
– Change in nationwide average price for service since 1995
– Flexible tariff options
– Net revenues from other services, except switched access



Qwest Case (Docket No. 08A-403T)

• Qwest sought change from $14.88 to $16.99 with 
a cap of $18.25, citing:
– Higher costs in NECA reporting
– Change in national rates (FCC index)
– Competitive pressure

• Staff and OCC advocated no increase
– Qwest failed to meet statutory burden
– Cited declining TSLRIC costs
– Criticized NECA cost reporting



Qwest Case (Docket No. 08A-403T)
• Commission found: 

– The FCC index data was probative and in line with the legislative 
intent, comports with price regulation

– National average rate (FCC index) had increased 11% from 1995 
to 2007

– That NECA data was less compelling, not scrubbed of other 
services, faulty because the costs increase as line count decreases

• Commission granted increase to a $16.52 cap first year, 
and a $17.00 cap thereafter; reduced notice requirements

• Decision No. C09-0830

• OCC has appealed PUC decision to Denver District Court



The Colorado High Cost 
Support Mechanism (CHCSM)

• Established by PUC in 1990.  Since 1995 
governed by §40-15-208.

• Annual payout averages about $62 million.
• Currently supports all high cost residential 

and business lines.
• Qwest, Rural LECs, and Wireless EPs draw 

from the CHCSM.



The CHCSM – Who Draws?
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The CHCSM- Who Pays In?



Potential Changes to CHCSM

• Support only residential lines
• Support only primary lines and a single wireless 

connection per premises
• Count higher percentage of vertical features and 

DA revenues
• Impute revenue from a benchmark rate for a 

supported line



Impact of Changes to CHCSM

• Residential only: ~ ($5 million)
• Single premises connection: ~ ($4 million)
• Count 100% features: ~ ($14 million)
• $17 benchmark rate: ~ ($7 million) 

Combination would reduce fund by ~50%



The National Broadband Plan

• The 2009 Recovery Act (ARRA) requires the FCC to 
develop a National Broadband Plan.

• The National Broadband Plan shall “seek to ensure all 
people of the United States have access to broadband 
capability and shall establish benchmarks for meeting that 
goal.”

• Project is headed by Blair Levin

• The plan is due on February 17, 2010 (41 days left)



Structure of FCC’s Broadband 
Plan Analysis



• Network Services
– Fixed Infrastructure Availability Gap
– Middle Mile Gap
– ROW and Pole Attachment Gap
– Spectrum Gap
– Data Gap

• Devices
– Set Top Boxes

Gaps and Issues



• Applications and Content
– Consumer Information Gap
– End User Data Control Gap
– Media Gap
– Cybersecurity and Piracy Gap

• Adoption and Utilization
– Adoption and Utilization Gap
– Affordability Gap
– Accessibility Gap

Gaps and Issues



Implications of FCC Broadband Plan 
for States and for Colorado

• Federal USF will transition to broadband 
support, adding to pressure on telephone rates

• New motivation for state/federal cooperation
• Pressure to target subsidies based on need
• New motivation for state broadband planning
• Implications for next-generation 9-1-1



The FCC’s Remand FNPRM (Qwest II)

• 10th Circuit remanded FCC’s rules on the calculation and 
distribution of universal service support of non-rural 
carriers.

• Qwest, Wyoming PSC, Vermont PSB and others sought a 
Writ of Mandamus from the Court

• FCC settled with parties, committed to having an order 
responsive to the remand order by April 16, 2010.

• The FCC now argues that the changed market conditions 
and ARRA requirements of producing a Broadband Plan 
make it infeasible to meet the April 2010 deadline.



Colorado Broadband Activities
• In 2008 the Colorado General Assembly passed Senate Bill 215, requiring 

development of a geographic inventory of broadband availability in Colorado.

• The purpose was to help broadband providers and policymakers better 
understand the current availability of broadband service throughout the state. 

• OIT contracted with Connect Colorado, a subsidiary of Connected Nation, in 
June 2009 and produced the final project report and findings, as well as maps 
showing:

– Broadband availability by technology platform 
– Population density of areas not served by broadband 
– Household density of areas not served by broadband 
– Highest residential download speed tier in areas served by broadband as 

reported by broadband providers



Available at:
http://www.colorado.gov/cs/Satellite/OIT-New/OITX/1240492357224



Some Overall Results
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Colorado ARRA Activities
• ARRA contains $7.2 billion for Broadband Investment

– $4.7 B to NTIA (“BTOP”) focusing on middle mile investments
– $2.5 B to Rural Utilities Service (“BIP”) focusing on rural last-mile 

investment

• Numerous applications filed by Colorado entities for BTOP and BIP 
grants

• Qwest did not seek ARRA funds

• One Colorado award so far (BIP) to Peetz Cooperative Telephone Co.

• The Governor’s Office of Information Technology (OIT) was awarded 
$1.6_million for broadband data collection and mapping, and $500,000 
for broadband planning

• OIT in final stages of selection of Program Manager



Thanks for the invitation.

I look forward to your questions.


