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S T A T E  O F  A LA SKA  

T H E  R E G U L A T O R Y  C O M M IS S IO N  O F  A LA SKA

Be fo re  C om m is s io n e rs :  G . N a ne t te  T h om p s o n ,  C h a ir
B e rn ie  Sm ith  
Patr ic ia  M . D eM a rc o  
W il l A bbo tt 
J am e s  S . S trandbe rg

In th e  Matter o f the  Petit ion by  G C I  )
C O M M U N IC A T IO N  C O R P .  d/b/a G E N E R A L  ) U-99-141
C O M M U N IC A T IO N ,  IN C . ,  a n d  d/b/a G C I  for )
Arb itrat ion w ith PTI C O M M U N IC A T IO N S  O F  ) O R D E R  N O . 5
A LA SKA , IN C . ,  u n d e r  47 U .S .C .  §§ 251 and  )
252 for th e  P u rpo se  o f  Instituting Loca l )
E x c h a n g e  C om pe t i t io n  )

In th e  Matter o f the  Petit ion by G C I  
C O M M U N IC A T IO N  C O R P .  d/b/a G E N E R A L  
C O M M U N IC A T IO N ,  IN C . ,  a n d  d/b/a G C I  for 
Arb itrat ion w ith T E L E P H O N E  U T IL IT IE S  O F  
A LA SKA , IN C . ,  u n d e r  47 U .S .C .  §§ 251 a nd  
252 for th e  P u rpo se  o f Instituting Loca l 
E x c h a n g e  C om pe t i t io n

In th e  Matter o f the  Petit ion by G C I  
C O M M U N IC A T IO N  C O R P .  d/b/a G E N E R A L  
C O M M U N IC A T IO N ,  IN C . ,  a n d  d/b/a G C I  for 
Arb itrat ion w ith T E L E P H O N E  U T IL IT IE S  O F  
T H E  N O R T H L A N D  , IN C . ,  u n d e r  47 U .S .C .  
§§ 251 a n d  252 for th e  P u rp o se  o f Inst itut ing 
Lo ca l E x c h a n g e  C om pe t i t io n

ORDER SELECTING FORWARD-LOOKING COST MODEL

B Y  T H E  C O M M IS S IO N :
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O R D E R  N O . 5
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O R D E R  N O . 5



O n  D e c em b e r  8, 1999, G C I  C O M M U N IC A T IO N  C O R P .  d/b/a G E N E R A L  

C O M M U N IC A T IO N  IN C . ,  d/b/a G E N E R A L  C O M M U N IC A T IO N ,  IN C . ,  d/b/a G C I  (GC I) , 

f i led , pu rsuan t to 47 U .S .C .  §§ 251 and  252,1 pet it ions for arb itrat ion w ith  PTI 

C O M M U N IC A T IO N S  O F  A LASKA , IN C . (PTIC), (Docket U-99-141), T E L E P H O N E  

U T IL IT IE S  O F  ALASKA , IN C . (TUA) (Docket U-99-142), and T E L E P H O N E  U T IL IT IE S  O F  

T H E  N O R T H L A N D , IN C . (TUNI), (Docket U-99-142). In th is O rder , th o s e  util it ies w il l b e  

c o l le c t iv e ly  referred to as  “the  A C S  com pan ie s" .2

By O rd e r  U-99-141 (1)/U-99-142(1)/U-99-143(1), da ted  J anua ry  27, 2000, 

(O rder No . 1) the  C om m is s io n  d irected the  part ies to file br iefs by F eb rua ry  11, 2000, 

se tt ing  ou t w h ic h  m e thod  o r m od e l e a c h  party b e l ie v e s  s h o u ld  b e  u s e d  to c om p u te  

forward-looking cos t f igures for u se  in d e v e lo p in g  rates a nd  th e  re a so n s  in suppo r t of 

u s in g  s u c h  m e thod  or m ode l.

O n  February  11, 2000, G C I  a nd  the  A C S  c om p a n ie s  filed briefs in re sponse  

to O rd e r  No . 1. O n  F eb rua ry  25, 2000, both part ies f i led rep ly  briefs.

G C I  p roposed  that the Hatfie ld m od e l ,  vers ion  HM  5.1, b e  u sed  to c om pu te  

forward-looking cos t f igures for u s e  in d e v e lo p in g  rates in th is arbitration. A C S  p roposed  

a cos t s tudy m e th o d o lo g y  c rea ted  by A C S .

’S e c t io n s  251 a nd  252 w e re  a d d e d  to th e  C om m u n ic a t io n s  A ct o f  1934 by  th e  
T e le c om m u n ic a t io n s  A ct o f 1966, cod if ie d  at 47 U .S .C .  §§ 151, et seq., he re ina fte r 
"the Act".

2A C S  (Alaska C om m u n ic a t io n s  S y s tem , Inc.) is th e  pa ren t c o m p a n y  o f  P T IC ,

Background

U-99-141 (5)/U-99-142(5)/U-99-143(5) - (4/18/00)
Page 2 of 5



O n  February 24,2000, the  C om m is s io n  hired B e n  J o h n so n  A ssoc ia te s , Inc. 

(BJA), a s  a consu ltan t to rev iew  the parties’ briefs and  m ake  a r e com m enda t io n  regard ing 

a n  appropr iate  cos t m ode l to u se  in th is arbitration p ro ceed in g . O n  M a rch  30, 2000, BJA 

filed its report (Consu ltant Report), re com m end in g  that the  C om m is s io n  se le c t  the  Fede ra l 

C o m m u n ic a t io n s  C om m is s io n  (F C C )  m o d e l to u s e  to c om p u t e  forward- look ing cos t 

f igures. O n  M arch  24, 2000, G C I  and  A C S  filed their c om m en ts  o n  th e  C o n su lta n t  Report. 

D is c u s s io n

T h e  C o m m is s io n  h a s  d e c id e d  that th e  F C C  m o d e l r e c o m m e n d e d  by  BJA 

s h o u ld  b e  u sed  in c om pu t in g  th e  forward-looking cos t f ig u res  in th is  arb itra t ion . T h e  

C o m m is s io n  h a s  m a d e  th is d e c is io n  b a s e d  o n  a n um b e r  o f  c o n s id e ra t io n s .

T h e  F C C  m ode l, a s  d e s c r ib ed  by BJA, is fam il ia r to both part ies  in v o lv e d  in 

th is  arb itrat ion a n d  the ir  consu lta n ts . It p ro v id es  a neu tra l p la tform  a n d  is n o t s u b je c t  to 

a ttack a s  b e in g  b ia s ed  in fa vo r o f e ithe r party.3

S e le c t io n  o f th e  A C S  m od e l w o u ld  p la c e  G C I  at a  t im e  a n d  re sou rce  

d isad van tag e , as G C I  is not fam il ia r w ith the  m o d e l ’s in ne r  work ings . In contrast, th e  F C C  

m o d e l is p ub l ic ly  a v a i la b le .  It h a s  b e e n  tes ted  a nd  has  b e e n  e x p la in e d  by  th e  F C C .

A lth o ug h  th e  C o m m is s io n  re a l iz e s  that th e  o u tpu t o f th e  F C C  m o d e l m us t

T U A , a n d  T U N I .
3BJA, in its report f i led M arch  10, 2000, no ted  tha t th e  HA I m o d e l h a s  pr imar ily  

b e e n  fu nd ed  a nd  supported by in te rex change  carriers a nd  h a s  a  reputat ion a m o n g  IL E C s  
a s  b e in g  b ia s e d  toward e x c e s s iv e ly  low  cos ts . T h e  A C S  m o d e l w a s  d e v e lo p e d  by  o n e  
o f th e  part ies to th is  arb itrat ion .
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be  converted to produce  an u nb u nd le d  network e lem en t  output4, th e  C om m is s io n  b e l ie v e s  

th e  part ies c a n  eas i ly  a c c om p l is h  th e  co n v e rs io n . M od if ic a t io n s  to th e  m o d e l p rogram  

shou ld  b e  l im ited to correct ions for u n iq u e  c h a n g e s  or ag reed-upon  error co rre c t io ns .

T h e  C om m is s io n  h a s  d e te rm in ed  that the  part ies  s h o u ld  u s e  th e  F C C  

defau lt inputs a s  a base-line for s u bm is s io n s . T h e s e  inputs a re  a  neutra l rep resen ta t ion  

o f nat iona l a ve rage  costs. T h e  parties are free to p ropose  c h a n g e s  or mod if ica t ions  to the  

de fau lt inputs , but a ll m od if ic a t io ns , u n le s s  s t ipu la ted to b y  th e  part ies , m us t b e  

a d e q u a te ly  suppo r ted  w ith c r e d ib le  e v id en t ia ry  data .

T h e  C o m m is s io n  b e l ie v e s  that th e  u s e  o f a c tu a l g e o c o d e d  cu s tom e r  

locat ion is aopropr iate . T h is  in formation c a n  b e  der ived  from th e  A C S  M a r te n s  da tabase . 

A n y  d isag reem en ts  b e tw een  the part ies as to mod if ica t ions to the  m o d e l p rogram  or input 

da ta  a re  to b e  re so lv ed  th rough arb itrat ion .

O R D E R

T H E  C O M M IS S IO N  F U R T H E R  O R D E R S :

1. T h e  F ed e ra l C o m m u n ic a t io n s  C o m m is s io n  m o d e l is to b e  u s e d  to 

c om p u t e  forward-looking cos t f ig u res  for u s e  in d e v e lo p in g  rates in th is  arb itra t ion .

2. T h e  F ed e ra l C o m m u n ic a t io n s  C o m m is s io n  d e fa u lt  in p u ts  a re  to b e  

u s e d  a s  a  b a s e l in e  w ith m od if ic a t io n s  b y  th e  part ies in th is  arb itrat ion .

4T h e  F C C  m o d e l w a s  d e s ig n e d  to p ro d u c e  a  u n iv e rsa l s e r v ic e  ou tpu t .
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3. D is a g re em en ts  b e tw een  the parties as  to m od if ic a t io n s  to the  m od e l 

p ro g ram  or inpu t da ta  a re  to be  reso lved  through the arb itrat ion p ro cess .

D A T E D  A N D  E F F E C T IV E  at A n ch o ra g e , A laska , th is 18th d a y  o f April , 2000.

B Y  D IR E C T IO N  O F  T H E  C O M M IS S IO N

( S E A L )
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STATE OF ALASKA

THE REGULATORY COMMISSION OF ALASKA

B e f o r e  C o m m i s s i o n e r s :  G .  N a n e t t e  T h o m p s o n ,  C h a i r
B e r n i e  S m i t h  
P a t r i c i a  M. D e M a r c o  
W i l l  A b b o t t  
J a m e s  S . S t r a n d b e r g

I n  t h e  M a t t e r  o f  t h e  P e t i t i o n  b y  G C I  
C O M M U N I C A T I O N  C O R P .  d / b / a  G E N E R A L  
C O M M U N I C A T I O N ,  I N C .  a n d  d / b / a  G C I  f o r  
T e r m i n a t i o n  o f  t h e  R u r a l  E x e m p t i o n  a n d  
A r b i t r a t i o n  W i t h  P T I  C O M M U N I C A T I O N S  O F  
A L A S K A ,  I N C . ,  u n d e r  4 7  U . S . C .  § § 2 5 1  a n d  
2 5 2  f o r  t h e  P u r p o s e  o f  I n s t i t u t i n g  
L o c a l  E x c h a n g e  C o m p e t i t i o n

I n  t h e  M a t t e r  o f  t h e  P e t i t i o n  b y  G C I  
C O M M U N I C A T I O N  C O R P .  d / b / a  G E N E R A L  
C O M M U N I C A T I O N ,  I N C .  a n d  d / b / a  G C I  f o r  
T e r m i n a t i o n  o f  t h e  R u r a l  E x e m p t i o n  a n d  
A r b i t r a t i o n  W i t h  T E L E P H O N E  U T I L I T I E S  O F  
A L A S K A ,  I N C . ,  u n d e r  4 7  U . S . C .  § § 2 5 1  a n d  
2 5 2  f o r  t h e  P u r p o s e  o f  I n s t i t u t i n g  
L o c a l  E x c h a n g e  C o m p e t i t i o n

I n  t h e  M a t t e r  o f  t h e  P e t i t i o n  b y  G C I  
C O M M U N I C A T I O N  C O R P .  d / b / a  G E N E R A L  
C O M M U N I C A T I O N ,  I N C .  a n d  d / b / a  G C I  f o r  
T e r m i n a t i o n  o f  t h e  R u r a l  E x e m p t i o n  a n d  
A r b i t r a t i o n  W i t h  T E L E P H O N E  U T I L I T I E S  O F  
T H E  N O R T H L A N D ,  I N C . ,  u n d e r  4 7  U . S . C .  
§ § 2 5 1  a n d  2 5 2  f o r  t h e  P u r p o s e  o f  
I n s t i t u t i n g  L o c a l  E x c h a n g e  C o m p e t i t i o n

O R D E R  G R A N T I N G  R E C O N S I D E R A T I O N  

AND T E R M I N A T I N G  R U R A L  E X E M P T I O N

BY T H E  C O M M I S S I O N :

T h e s e  c a s e s  a r e  b e f o r e  t h e  R e g u l a t o r y  C o m m i s s i o n  o f

A l a s k a  (R C A  o r  C o m m i s s i o n )  o n  r e c o n s i d e r a t i o n  o f  t h r e e  d e c i s i o n s  o f

O r d e r  U - 9 7 - 8 2 ( 1 1 ) / U - 9 7 - 1 4 3 ( 1 1 ) / U - 9 7 - 1 4 4 ( 1 1 )  -  ( 1 0 / 1 1 / 9 9 )
P a g e  1 o f  24

U - 9 7 - 8 2  

ORDER N O .  1 1

U - 9 7 - 1 4 3  

ORDER N O .  1 1

U - 9 7 - 1 4 4  

ORDER N O .  1 1



t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  (A P U C )  d a t e d  J u n e  3 0 ,  1 9 9 9 .  

T h e  A P U C  t e r m i n a t e d  t h e  r u r a l  e x e m p t i o n s  h e l d  b y  T E L E P H O N E  

U T I L I T I E S  O F  A L A S K A ,  I N C .  ( T U A ) , T E L E P H O N E  U T I L I T I E S  O F  T H E  

N O R T H L A N D ,  I N C .  ( T U N I )  a n d  P T I  C O M M U N I C A T I O N S  O F  A L A S K A ,  I N C .  

( P T I C A )  i n  t h e  F a i r b a n k s  a n d  J u n e a u  a r e a s .  T h e  P T I  c o m p a n i e s  

r e g u e s t e d  t h a t  t h e  C o m m i s s i o n  r e c o n s i d e r  t h e  d e c i s i o n  i s s u e d  b y  i t s  

p r e d e c e s s o r  a g e n c y  o n  t h e  l a s t  d a y  o f  i t s  e x i s t e n c e . 1 T h i s  

C o m m i s s i o n  e n t e r e d  a n  o r d e r  o n  A u g u s t  9 ,  1 9 9 9 ,  e x t e n d i n g  t h e

r e c o n s i d e r a t i o n  p e r i o d  t o  O c t o b e r  1 1 ,  1 9 9 9 ,  t o  a l l o w  f u l l

c o n s i d e r a t i o n  o f  t h e  e x t e n s i v e  r e c o r d .  S e e  O r d e r s  U - 9 7 - 1 4 4  ( 1 0 )  , U -  

9 7 - 1 4 3 ( 1 0 ) ,  a n d  U - 9 7 - 8 2 ( 1 0 ) .  A l l  C o m m i s s i o n e r s  h a v e  r e a d  t h e  

r e c o r d s  i n  t h e s e  c a s e s  a n d  a r e  p a r t i c i p a t i n g  i n  t h i s  d e c i s i o n . 2 

S e e  A S  4 2 . 0 5 . 1 7 1 .

' T h e  A P U C  c e a s e d  t o  e x i s t  a s  o f  J u l y  1 ,  1 9 9 9 .  T h e  RC A

a s s u m e d  t h e  d u t i e s  o f  t h a t  C o m m i s s i o n  o n  t h e  s a m e  d a y .

2E a c h  o f  t h e  C o m m i s s i o n e r s  p r e p a r e d  a n  a f f i d a v i t  s t a t i n g  t h a t

h e  o r  s h e  h a s  r e v i e w e d  t h e  r e c o r d  i n  e a c h  o f  t h e  a b o v e - c a p t i o n e d

p r o c e e d i n g s .  C o m m i s s i o n e r  T h o m p s o n  ( C h a i r )  f i l e d  h e r  a f f i d a v i t

o n  S e p t e m b e r  7 ,  1 9 S 9 .  C o m m i s s i o n e r  S t r a n d b e r g  s u b m i t t e d  h i s

a f f i d a v i t  o n  S e p t e m b e r  2 2 ,  1 9 9 9 .  O n  S e p t e m b e r  2 3 ,  1 9 9 9 ,

C o m m i s s i o n e r s  S m i t h ,  D e M a r c o ,  a n d  A b b o t t  f i l e d  t h e i r  a f f i d a v i t s .  
O r d e r  U - 9 7 - 8 2 ( 1 1 ) / U - 9 7 - 1 4 3 ( 1 1 ) / U - 9 7 - 1 4 4 ( 1 1 )  -  ( 1 0 / 1 1 / 9 9 )

P a g e  2  o f  2 4



T h e  A P U C  d e c i s i o n s  i s s u e d  J u n e  3 0 ,  1 9 9 9 ,  w e r e  i r  r e s p o n s e  

t o  t h e  D e c i s i o n  a n d  O r d e r  d a t e d  M a r c h  4 ,  1 9 9 9 ,  b y  t h e  S u p e r i o r  

C o u r t .  G C I  CO M M U N IC A TIO N  C O R P .  d / b / a  G E N E R A L  C O M M U N I C A T I O N ,  I N C . ,  

a n d  d / b / a  G C I  ( G C I )  a p p e a l e d  t h e  A P U C ' s  J a n u a r y  8 ,  1 9 9 8 ,  O r d e r

w h i c h  w a s  b a s e d  o n  a n  a s s i g n m e n t  o f  t h e  b u r d e n  o f  p r o o f  t o  G C I  a n d  

c o n t i n u e d  t h e  r u r a l  e x e m p t i o n .  T h e  S u p e r i o r  C o u r t  h e l d  t h a t  t h e  

A P U C  e r r e d  w h e n  i t  p l a c e d  t h e  b u r d e n  o f  p r o o f  o n  G C I  t o  e s t a b l i s h  

t h a t  t e r m i n a t i o n  o f  t h e  r u r a l  e x e m p t i o n  w o u l d  n o t  b e  u n d u l y  

e c o n o m i c a l l y  b u r d e n s o m e ,  w o u l d  b e  t e c h n i c a l l y  f e a s i b l e  a n d  w o u l d  b e  

c o n s i s t e n t  w i t h  t h e  u n i v e r s a l  s e r v i c e  p r o v i s i o n s  o f  t h e  

T e l e c o m m u n i c a t i o n s  A c t  o f  1 9 9 6  ( T C A ) . 3 D e c i s i o n  a n d  O r d e r ,  p .  7 .

B a s e d  o n  t h e  r e c o r d  o n  a p p e a l ,  t h e  S u p e r i o r  C o u r t  f o u n d  t h a t  G C I  

h a d  m a d e  a  b o n a  f i d e  r e q u e s t  t o  c o m p e t e  i n  t h e  P T I  c o m p a n i e s '  

s e r v i c e  a r e a s .  D e c i s i o n  a n d  O r d e r ,  p .  2 .

T h e  S u p e r i o r  C o u r t ' s  d e c i s i o n  s p e c i f i c a l l y  p l a c e d  t h e

b u r d e n  o f  p r o o f  o n  P T I  a n d  l i s t e d  t h e  A P U C ' s  t a s k s  o n  r e m a n d .

I n i t i a l l y ,  A P U C  m u s t  o b t a i n  a l l  p e r t i n e n t  i n f o r m a t i o n  

f r o m  P T I  r e g a r d i n g  w h a t  u n i v e r s a l  s e r v i c e  s u p p o r t  

m e c h a n i s m s  a r e  a v a i l a b l e  f o r  u t i l i z a t i o n .  A P U C  m u s t  t h e n  

a d d r e s s  e a c h  o f  t h e  t h r e e  p r o n g s  o f  4 7  U . S . C .  S e c .

2 5 1 ( f ) ( 1 ) ( A ) : ( 1 )  A P U C  m u s t  d e t e r m i n e  ( u n d e r  s u b p a r a g r a p h  

( B ) ) w h e t h e r  e a c h  o f  G C I ' s  r e q u e s t s  w o u l d  c r e a t e  a n  u n d u e  

e c o n o m i c  b u r d e n ;  ( 2 )  A P U C  m u s t  d e t e r m i n e  i f  e a c h  o f  G C I ' s  

r e q u e s t s  a r e  t e c h n i c a l l y  f e a s i b l e ;  a n d  ( 3 )  A P U C  m u s t

34  7  U . S . C .  § §  1 5 1  e t  s e q .
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d e t e r m i n e  w h e t h e r  e a c h  o f  G C I ' s  r e q u e s t s  a r e  c o n s i s t e n t  

w i t h  t h e  p r o v i s i o n s  o f  S e c .  2 5 4 .

D e c i s i o n  a n d  O r d e r ,  p .  7 .

B e c a u s e  t h e  t h i r d  p r o n g  o f  t h e  t e s t  " s e e m e d  t o  c r e a t e  t h e  

m o s t  c o n t r o v e r s y " ,  t h e  S u p e r i o r  C o u r t  o f f e r e d  a d d i t i o n a l  g u i d a n c e  

t o  t h e  A P U C .

F o r  e a c h  o f  G C I ' s  r e q u e s t s ,  A P U C  m u s t  l o o k  c l o s e l y  a t  h o w  

t h e  r e q u e s t  w i l l  a f f e c t  S e c .  2 5 4 ( b ) ( 5 ) —t h a t  i s ,  i n  l i g h t  o f  

G C I ' s  r e q u e s t ,  t h e r e  w i l l  b e  s p e c i f i c ,  p r e d i c t a b l e  a n d  

s u f f i c i e n t  F e d e r a l  a n d  S t a t e  s u p p o r t  m e c h a n i s m s  t o  p r e s e r v e  

a n d  a d v a n c e  u n i v e r s a l  s e r v i c e .  P u r s u a n t  t c  t h i s  t e s t ,  A P U C  

s h o u l d  e x a m i n e  e a c h  o f  G C I ' s  r e q u e s t s  t o  P T I  f o r  

i n t e r c o n n e c t i o n  s e r v i c e s  a n d  n e t w o r k  e l e m e n t s , A l l  o f  t h i s  

m u s t  b e  a c c o m p l i s h e d  c o g n i z a n t  o f  t h e  i n t e n t  o f  t h e  
T e l e c o m m u n i c a t i o n s  A c t  t o  p r o m o t e  c o m p e t i t i o n  i n  t h e  l o c a l  

m a r k e t .

D e c i s i o n  a n d  O r d e r ,  p p .  7 - 8 .

O n  J u n e  2 2 ,  2 3  a n d  2 4 ,  1 9 9 9 ,  t h e  A P U C  h e l d  a  h e a r i n g  t o  

c o l l e c t  t h e  e v i d e n c e  d e s c r i b e d  b y  t h e  S u p e r i o r  C o u r t .  T h e  A P U C  

i s s u e d  a n  o r d e r  o n  J u n e  3 0 ,  1 9 9 9 ,  t e r m i n a t i n g  t h e  r u r a l  e x e m p t i o n .

T h e  d e c i s i o n  c o n t a i n e d  o n l y  c u r s o r y  s t a t e m e n t s  t o  e x p l a i n  t h e  

A P U C ' s  r e a s o n i n g .  T h e  A P U C ' s  d e c i s i o n  d i d  n o t  i n c l u d e  a  r e a s o n e d  

a n a l y s i s  o f  t h e  d i s p u t e d  l e g a l ,  f a c t u a l  a n d  p o l i c y  i s s u e s  p r e s e n t e d  

i n  t h e s e  c a s e s .

T h i s  C o m m i s s i o n  f i n d s  t h a t  t h e  A P U C  d i d  n o t  a d e q u a t e l y  

a d d r e s s  t h e  i s s u e s  l i s t e d  b y  t h e  S u p e r i o r  C o u r t  o r  a n a l y z e  t h e  

i m p l i c a t i o n s  o f  i t s  o r d e r  f o r  d e l i v e r y  o f  t e l e c o m m u n i c a t i o n s
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r e c o n s i d e r a t i o n  i n  o r d e r  t o  a d e q u a t e l y  a n a l y z e  a n d  d i s c u s s  t h e  

i m p o r t a n t  i s s u e s  p r e s e n t e d  i n  t h e s e  D o c k e t s .

D I S C U S S I O N

T h i s  c a s e  p r e s e n t s  a  f i r s t  r e q u e s t  t o  t h e  R CA  t o  

t e r m i n a t e  t h e  r u r a l  e x e m p t i o n  c r e a t e d  b y  t h e  T C A  i n  A l a s k a .  T h e  

T C A  i m p o s e s  a  d u t y  o n  a l l  t e l e c o m m u n i c a t i o n s  c a r r i e r s  t o  

i n t e r c o n n e c t  w i t h  t h e  e q u i p m e n t  a n d  f a c i l i t i e s  o f  o t h e r  

t e l e c o m m u n i c a t i o n s  c a r r i e r s .  4 7  U . S . C .  S e c .  2 5 1 ( a ) ( 1 ) .  T h e  T C A  

r e q u i r e s  a l l  i n c u m b e n t  l o c a l  e x c h a n g e  c a r r i e r s  ( I L E C s )  t o  a l l o w  

o t h e r  c o m p e t i t i v e  l o c a l  e x c h a n g e  c o m p a n i e s  ( C L E C s )  a c c e s s  t o  t h e i r  

n e t w o r k s  a n d  t o  p r o v i d e  r e s a l e  s e r v i c e s .  4 7  U . S . C .  S e c .  2 5 1 ( b ) .

I t  i m p o s e s  a d d i t i o n a l  d u t i e s  o n  I L E C s  t h a t  a r e  d e s i g n e d  t o  p r o m o t e  

c o m p e t i t i o n  i n  l o c a l  e x c h a n g e  m a r k e t s .  4 7  U . S . C .  S e c .  2 5 1 ( c ) .

F o r  i n c u m b e n t  r u r a l  t e l e p h o n e  c o m p a n i e s ,  t h e  T C A  c r e a t e s  

a n  e x e m p t i o n  f r o m  t h e  a d d i t i o n a l  d u t i e s  i m p o s e d  u n d e r  S e c .  2 5 1 ( c )  

u n t i l  t h e  s t a t e  c o m m i s s i o n  h a s  d e t e r m i n e d  t h a t  t h e  r u r a l  m a r k e t  i s  

w e l l  s u i t e d  f o r  c o m p e t i t i o n .  4 7  U . S . C .  S e c .  2 5 1 ( f ) ( 1 ) ( a ) .  R u r a l  

i n c u m b e n t  t e l e p h o n e  c o m p a n i e s  a r e  e x e m p t  f r o m  t h e  o b l i g a t i o n s  o f  

S e c t i o n  2 5 1 ( c )  u n t i l  t h e  s t a t e  c o m m i s s i o n  h a s  r e m o v e d  t h e  r u r a l  

e x e m p t i o n  t h a t  r e n d e r s  i n t e r c o n n e c t i o n  o b l i g a t i o n s  i n a p p l i c a b l e  t o

s e r v i c e s  i n  A l a s k a .  T h e r e f o r e ,  t h e  C o m m i s s i o n  g r a n t s
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t h o s e  c a r r i e r s .  B e c a u s e  a l l  o f  A l a s k a ,  e x c e p t  A n c h o r a g e ,  f a l l s  

w i t h i n  t h e  d e f i n i t i o n  o f  " r u r a l "  i n  t h e  T C A ,  t h e  R C A ' s  d e c i s i o n  i n  

t h i s  c a s e  h a s  b r o a d  i m p l i c a t i o n s  f o r  t h e  t e l e c o m m u n i c a t i o n s  m a r k e t  

i n  A l a s k a .

T h e  i n t e n t  o f  C o n g r e s s  i n  a d o p t i n g  t h e  T C A  w a s  t o  p r o m o t e  

c o m p e t i t i o n  a c r o s s  A m e r i c a .  B e c a u s e  C o n g r e s s  w a s  a w a r e  t h a t  t h e  

i s s u e s  f a c e d  i n  r u r a l  a r e a s  w e r e  d i f f e r e n t  t h a n  t h o s e  i n  u r b a n  

a r e a s ,  c o m p e t i t i o n  w o u l d  c o m e  t o  a r e a s  d e f i n e d  a s  r u r a l  u n d e r  t h e  

T C A  o n l y  w h e n  t h e r e  w a s  a s s u r a n c e  t h a t  t h e  a d v e n t  o f  c o m p e t i t i o n  

w o u l d  n o t  i n t e r f e r e  w i t h  d e l i v e r y  o f  s e r v i c e s .  C o n g r e s s  a s s i g n e d  

t h e  s t a t e  c o m m i s s i o n s  t h e  r e s p o n s i b i l i t y  o f  d e t e r m i n i n g  t h a t  

c o m p e t i t i o n  w o u l d  n e t  r e d u c e  t h e  q u a l i t y  o r  u n r e a s o n a b l y  i n c r e a s e  

t h e  c o s t  o f  t e l e p h o n e  s e r v i c e  b e f o r e  e x t e n d i n g  t h e  p r o v i s i o n s  o f  

t h e  T C A  t o  r u r a l  a r e a s .

A n  I L E C  i n  a  r u r a l  a r e a  i s  n o t  o b l i g a t e d  t o  n e g o t i a t e ,  

i n t e r c o n n e c t ,  a l l o w  u n b u n d l e d  a c c e s s  t h r o u g h  i t s  n e t w o r k  o r  r e s e l l  

i t s  s e r v i c e s  a t  w h o l e s a l e  r a t e s  u n t i l  a  p r o s p e c t i v e  c o m p e t i t o r  h a s  

m a d e  a  b o n a  f i d e  r e q u e s t  a n d  t h e  s t a t e  c o m m i s s i o n  h a s  m a d e  s p e c i f i c  

f i n d i n g s .  T h e  s t a t e  c o m m i s s i o n  m u s t  d e t e r m i n e  t h a t  t h e  r e q u e s t  i s  

n o t  u n d u l y  e c o n o m i c a l l y  b u r d e n s o m e ,  i s  t e c h n i c a l l y  f e a s i b l e ,  a n d  i s  

c o n s i s t e n t  w i t h  t h e  u n i v e r s a l  s e r v i c e  p r o v i s i o n s  o f  t h e  T C A .

4 7  U . S . C .  S e c .  2 5 1 ( f ) ( 1 ) ( a ) .
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G C I  h a s  t h r e e  r e q u e s t s  f o r  i n t e r c o n n e c t i o n  b e f o r e  t h e  

C o m m i s s i o n  f o r  c o n s i d e r a t i o n  i n  t h i s  c a s e :  P T I  C o m m u n i c a t i o n s  o f  

A l a s k a ,  I n c .  ( P T I C A ;  D o c k e t  U - 9 7 - 8 2 ) ;* T e l e p h o n e  U t i l i t i e s  o f  

A l a s k a ,  I n c .  ( T U A ;  D o c k e t  U - 9 7 - 1 4 3 ) ;  a n d  T e l e p h o n e  U t i l i t i e s  o f  t h e  

N o r t h l a n d ,  I n c .  ( T U N I ;  D o c k e t  U - 9 7 - 1 4 4 ) . s G C I  s u b m i t t e d  a l l  t h e  

r e q u e s t s  o n  A p r i l  2 ,  1 9 9 7 .  A l a s k a  C o m m u n i c a t i o n s  S y s t e m s ,  I n c .

( A C S ) , a s  t h e  r e s u l t  o f  t r a n s a c t i o n s  t h a t  o c c u r r e d  a f t e r  t h e  

r e q u e s t s  w e r e  s u b m i t t e d ,  n o w  o w n s  a l l  t h r e e  a f f e c t e d  l o c a l  e x c h a n g e  

c o m p a n i e s .  A C S  h a s  m a i n t a i n e d  t h e  t h r e e  s u b s i d i a r i e s  a s  s e p a r a t e  

c o m p a n i e s  f o r  o p e r a t i n g  a n d  r a t e  p u r p o s e s . 6 T h e  C o m m i s s i o n  

e v a l u a t e d  t h e s e  r e q u e s t s  b a s e d  o n  t h e  s t u d y  a r e a s  s e r v e d  a t  t h e

' ' G C I ' s  p e t i t i o n  c o n c e r n e d  t e r m i n a t i o n  o f  t h e  r u r a l  e x e m p t i o n  

a n d  a r b i t r a t i o n  w i t h  t h e  C i t y  o f  F a i r b a n k s  d / b / a  F a i r b a n k s  
M u n i c i p a l  U t i l i t i e s  S y s t e m  ( F M U S ) , h o l d e r  o f  C e r t i f i c a t e  o f  P u b l i c  

C o n v e n i e n c e  a n d  N e c e s s i t y  ( c e r t i f i c a t e )  N o .  1 1 7 .  B y  O r d e r  U - 9 6 -  

1 2 1 ( 5 ) ,  t h e  A P U C  t r a n s f e r r e d  F M U S ' s  c e r t i f i c a t e  t o  P T I

C o m m u n i c a t i o n s  o f  A l a s k a ,  I n c .  F o r  t h e  p u r p o s e s  o f  t h i s

p r o c e e d i n g ,  t h e  u t i l i t y  d e s i g n a t e d  a s  FMUS i n  G C I ' s  p e t i t i o n  w i l l  

b e  r e f e r r e d  t o  a s  P T I C A .

5C o l l e c t i v e l y  t h e s e  u t i l i t i e s  a r e  r e f e r r e d  t o  a s  " t h e  P T I  

c o m p a n i e s "  i n  t h i s  O r d e r .  A l t h o u g h  t h e  e v i d e n c e  v a r i e d  o n  s o m e  

i s s u e s  i n  t h e s e  d o c k e t s ,  i t  w a s  s i m i l a r  o r  i d e n t i c a l  o n  m a n y  m o r e .

I n  i n s t a n c e s  w h e r e  j u s t  o n e  c o m p a n y  i s  i m p l i c a t e d  i n  t h i s  O r d e r ,  

t h a t  c o m p a n y  i s  s p e c i f i c a l l y  i d e n t i f i e d .

6T h e  A C S  s u b s i d i a r i e s  d e s i g n a t e d  a b o v e  m u s t  f i l e  r e v e n u e  

r e q u i r e m e n t s ,  c o s t  o f  s e r v i c e  a n d  r a t e  d e s i g n  s t u d i e s  n o  l a t e r  

t h a n  J u l y  o f  2 0 0 1 .  S e e  O r d e r s  U - 9 8 - 1 4 0 ( 7 ) / U - 9 8 - 1 4 1 ( 7 ) / -  

U - 9 8 - 1 4 2  ( 7 ) ,  p .  2 2 .
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t i m e  o f  t h e  r e q u e s t .  A C S '  s u b s e q u e n t  a c q u i s i t i o n  o f  o t h e r  l o c a l  

e x c h a n g e  c o m p a n i e s  i n  A l a s k a  d i d  n o t  b r o a d e n  t h e  s c o p e  o f  t h e  

r e q u e s t s .

G C I  s u b m i t t e d  a  r e q u e s t  t o  T U N I  f o r  i n t e r c o n n e c t i o n ,  

s e r v i c e s  a n d  n e t w o r k  e l e m e n t s  i n  i t s  G l a c i e r  S t a t e  s t u d y  a r e a . 7 

T h a t  s t u d y  a r e a  i n c l u d e s  m a n y  c o m m u n i t i e s  i n  d i f f e r e n t  p a r t s  o f  t h e  

s t a t e :  t h e  c o m m u n i t i e s  o f  N o r t h  P o l e ,  N e n a n a ,  D e l t a  J u n c t i o n  a n d  

F o r t  G r e e l y  n e a r  F a i r b a n k s ;  K o d i a k ,  i n c l u d i n g  t h e  C o a s t  G u a r d  

f a c i l i t y ;  a n d  K e n a i ,  N o r t h  K e n a i ,  S o l d o t n a ,  N i n i l c h i k ,  H o m e r  a n d  

S e l d o v i a  o n  t h e  K e n a i  P e n i n s u l a .  T e s t i m o n y  o f  G e n e  R .  S t r i d ,  T - 3 ,  

E x h  b i t  G R S / T U N I - 1 ,  D o c k e t  U - 9 7 - 1 4 4  ( p o s t - r e m a n d  p r o c e e d i n g ) . A l l  

o f  t h e  c o m m u n i t i e s  i n  t h e  T U N I  G l a c i e r  S t a t e  s t u d y  a r e a  a r e  

a c c e s s i b l e  b y  r o a d  o r  m a r i n e  h i g h w a y .  G C I  w i t n e s s  G e n e  S t r i d  

s u b m i t t e d  t e s t i m o n y  t h a t  l i m i t e d  t h e  s c o p e  o f  t h e  r e q u e s t  f o r  

i n t e r c o n n e c t i o n  t o  t h e  t e r m i n a t i o n  a n d  t r a n s p o r t  o f  l o c a l  t r a f f i c  

a t  T U N I ' s  N o r t h  P o l e  e x c h a n g e  t o  a l l o w  e x t e n d e d  a r e a  s e r v i c e  t o  

c u s t o m e r s  b e t w e e n  F a i r b a n k s  a n d  N o r t h  P o l e .  S t r i d  s t a t e d  t h a t  

m a r k e t  e n t r y  i n  t h e  b a l a n c e  o f  t h e  T U N I  s e r v i c e  a r e a  w o u l d  b e  

t h r o u g h  r e s a l e  o f  T U N I ' s  o f f e r i n g s .  T e s t i m o n y  o f  G e n e  R .  S t r i d ,  

T - 3 ,  p p .  6 - 8 ,  D o c k e t  U - 9 7 - 1 4 4 ,  N o v e m b e r  2 0 ,  1 9 9 7 .  ( p r e - r e m a n d

7G C I  h a s  n o t  r e q u e s t e d  t h a t  t h e  r u r a l  e x e m p t i o n  b e  l i f t e d  i n  

T U N I ' s  S i t k a  s t u d y  a r e a .
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h e a r i n g ) . 8

G C I ' s  r e q u e s t  t o  T UA c o v e r e d  i t s  e n t i r e  s e r v i c e  a r e a .  

T UA s e r v e s  t w o  F C C  s t u d y  a r e a s .  T h e  J u n e a u - D o u g l a s  T e l e p h o n e  

C o m p a n y  s t u d y  a r e a  i n c l u d e s  J u n e a u  a n d  t h e  s u r r o u n d i n g  c o m m u n i t i e s  

o f  D o u g l a s ,  L e m o n  C r e e k  a n d  S t e r l i n g .  T h e  o t h e r  T U A  s t u d y  a r e a  

i n c l u d e s  F t . W a i n w r i g h t  n e a r  F a i r b a n k s .

G C I ' s  r e q u e s t  f o r  i n t e r c o n n e c t i o n  t o  P T I C A  c o v e r e d  t h e  

F a i r b a n k s  a r e a .  T h i s  r e q u e s t  w a s  t o  l i f t  t h e  r u r a l  e x e m p t i o n  i n  

t h e  c e n t r a l  F a i r b a n k s  a r e a .  T h e  s c o p e  o f  t h i s  r e q u e s t  w a s  n o t  

a l t e r e d  d u r i n g  t h e  h e a r i n g  p r o c e s s . A l t h o u g h  G C I  a n d  t h e  t h r e e  P T I  

c o m p a n i e s  n e g o t i a t e d  t o  r e s o l v e  t h e  i n t e r c o n n e c t i o n  i s s u e s ,  t h e  

n e g o t i a t i o n s  w e r e  n o t  s u c c e s s f u l .  G C I  p e t i t i o n e d  t h e  C o m m i s s i o n  

f o r  t e r m i n a t i o n  o f  t h e  r u r a l  e x e m p t i o n .

BONA F I D E  R E Q U E S T

T U N I  a r g u e d  i n  D o c k e t  U - 9 9 - 1 4 4  t h a t  G C I  d i d  n o t  f i l e  a  

b o n a  f i d e  r e q u e s t  a s  r e q u i r e d  b y  t h e  T C A  b e c a u s e  G C I ' s  t e s t i m o n y  i n  

t h e  p r e - r e m a n d  h e a r i n g  i n d i c a t e d  t h a t  G C I  w a s  n o t  s e e k i n g  u n b u n d l e d  

n e t w o r k  e l e m e n t s  i n  T U N I ' s  s e r v i c e  a r e a .  T e s t i m o n y  o f  R o b e r t  A .  

S m i t h ,  T - l ,  p .  4 - 6 ,  D o c k e t  U - 9 7 - 1 4 4 .  T U N I ' s  a r g u m e n t  a s s u m e s  t h a t

" T h e  t e s t i m o n y  o f  G e n e  R .  S t r i d  r e f e r r e d  t o  i n  t h i s  r e f e r e n c e

t o  t h e  r e c o r d  w a s  s u b m i t t e d  i n  t h e  p r e - r e m a n d  h e a r i n g  b e f o r e  t h e

A P U C .  O t h e r  t e s t i m o n y  r e f e r r e d  t o  i n  t h i s  O r d e r  w a s  p r e s e n t e d  a t

t h e  p o s t - r e m a n d  h e a r i n g  h e l d  J u n e  2 2 ,  2 3 ,  a n d  2 4 ,  1 9 9 9 .
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a  p o t e n t i a l  c o m p e t i t o r  m u s t  b e  p r e p a r e d  t o  e n t e r  t h e  m a r k e t  t h r o u g h  

a l l  o f  t h e  m e t h o d s  d e s c r i b e d  i n  t h e  T C A  i n  o r d e r  t o  m a k e  a  b o n a  

f i d e  r e q u e s t .  T h a t  a s s u m p t i o n  i s  i n c o n s i s t e n t  w i t h  t h e  p r o v i s i o n s  

o f  t h e  T C A .

T h e  T C A  a l l o w s  a  C L E C  s e v e r a l  o p t i o n s  f o r  p r o v i d i n g  

s e r v i c e .  A  C L E C  c a n  b u i l d  i t s  o w n  f a c i l i t i e s  o r  o b t a i n  r e t a i l  

r e s a l e  s e r v i c e  f r o m  t h e  I L E C  ( 4 7  U . S . C .  S e c .  2 5 1 ( b ) ) ,  o r  

i n t e r c o n n e c t  w i t h  t h e  I L E C  a n d  o f f e r  s e r v i c e  b y  p u r c h a s i n g  

u n b u n d l e d  n e t w o r k  e l e m e n t s  ( U N E s )  o r  r e s e l l  t h e  I L E C ' s  s e r v i c e s  

p u r c h a s e d  a t  w h o l e s a l e  r a t e s .  4 7  U . S . C .  S e c .  2 5 1 ( c ) .  T h e  T C A  

c o n t e m p l a t e s  t h a t  t h e  C L E C  w i l l  h a v e  a  c h o i c e  a b o u t  t h e  m e a n s  b y  

w h i c h  i t  p r o v i d e s  s e r v i c e ,  a n d  d o e s  n o t  r e q u i r e  a  C L E C  t o  e x e r c i s e  

a l l  o p t i o n s .

T h e  e x e m p t i o n  s e c t i o n  o f  t h e  T C A  d e s c r i b e s  t h e  s c o p e  o f  

a  b o n a  f i d e  r e q u e s t  i n  t h e  a l t e r n a t i v e .  I t  l i s t s  a  " b o n a  f i d e  

r e q u e s t  f o r  i n t e r c o n n e c t i o n ,  s e r v i c e s ,  o r  n e t w o r k  e l e m e n t s . "  S e c .  

2 5 1 ( f ) ( 1 ) ( A )  ( e m p h a s i s  a d d e d ) .  T h e  w o r d  " o r "  s u g g e s t s  t h a t  a  

r e q u e s t  f o r  a n y  o n e  o f  t h o s e  f o u r  m e t h o d s  o f  p r o v i d i n g  s e r v i c e  

c o n s t i t u t e s  a  b o n a  f i d e  r e q u e s t .  T h e r e f o r e ,  G C I ' s  l i m i t a t i o n  o f  

t h e  s c o p e  o f  i t s  r e q u e s t  t o  i n t e r c o n n e c t i o n  a t  t h e  N o r t h  P o l e  

s w i t c h  d o e s  n o t  r e n d e r  i t  i n v a l i d .  G C I ' s  r e q u e s t  a s  m o d i f i e d  

d u r i n g  t h e  h e a r i n g  p r o c e s s  i s  f o r  i n t e r c o n n e c t i o n  a t  o n e  l o c a t i o n

O r d e r  U - 9 7 - 8 2 ( 1 1 ) / U - 9 7 - 1 4 3 ( 1 1 ) / U - 9 7 - 1 4 4 (11) - ( 1 0 / 1 1 / 9 9 )
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E C O N O M I C  B U R D E N

T h e  f i r s t  e l e m e n t  o f  t h e  S e c t i o n  2 5 1 ( f )  ( 1 )  ( a )  t e s t  i s  

t h a t  t h e  r e q u e s t  t o  t e r m i n a t e  t h e  r u r a l  e x e m p t i o n  n o t  i m p o s e  a n  

u n d u e  e c o n o m i c  b u r d e n .  T h e  P T I  c o m p a n i e s  a r g u e d  t h a t  l i f t i n g  t h e  

e x e m p t i o n  w o u l d  b e  e c o n o m i c a l l y  b u r d e n s o m e ,  a n d  G C I  s u c c e s s f u l l y  

d i s c r e d i t e d  t h a t  a s s e r t i o n .  T h e  t e s t i m o n y  o n  t h i s  i s s u e  

i n t e r m i n g l e d  w i t h  t h e  t e s t i m o n y  o n  t h e  u n i v e r s a l  s e r v i c e  i s s u e  

b e c a u s e  t h e  P T I  c o m p a n i e s  a l l e g e d  t h a t  t h e  p o t e n t i a l  l o s s  o f  

u n i v e r s a l  s e r v i c e  s u p p o r t  w a s  a  p a r t  o f  t h e  u n d u e  e c o n o m i c  b u r d e n .

R o b e r t  A .  S m i t h  p r e s e n t e d  t e s t i m o n y  f o r  t h e  P T I  c o m p a n i e s  

o n  t h i s  i s s u e .  H e  s u p p o r t e d  h i s  t e s t i m o n y  w i t h  e x h i b i t s  a n d  

a s s e r t e d  t h a t  t h e  r e s u l t  o f  c o m p e t i t i o n  w o u l d  b e  e c o n o m i c a l l y  

b u r d e n s o m e .  T e s t i m o n y  o f  R o b e r t  A .  S m i t h ,  T - 3 ,  D o c k e t s  U - 9 7 - 8 2 ,  U -  

9 7 - 1 4 3 ,  E x h i b i t s  1 t h r o u g h  1 2 .  T h e  C o m m i s s i o n  f i n d s  M r .  S m i t h ' s  

c o n c l u s i o n s  u n p e r s u a s i v e .  H i s  c a l c u l a t i o n s  w e r e  b a s e d  o n  t h e  

a s s u m p t i o n  t h a t  G C I  w o u l d  r e c e i v e  a n  i m m e d i a t e  3 6 %  s h a r e  o f  t h e  

l o c a l  m a r k e t .  T e s t i m o n y  o f  R o b e r t  A .  S m i t h ,  T - 3 ,  D o c k e t s  U - 9 7 - 8 2 ,  

U - 9 7 - 1 4 3 ,  p p .  2 7 - 3 0 .  T h a t  n u m b e r  i s  u n r e a l i s t i c a l l y  h i g h .  G C I ' s  

a c t u a l  n o n - w h o l e s a l e  p e n e t r a t i o n  o v e r  t h e  3 6  m o n t h s  s i n c e

a n d  r e s a l e  t h r o u g h o u t  t h e  b a l a n c e  o f  T U N I ' s  s e r v i c e  a r e a .

O r d e r  U - 9 7 - 8 2 ( 1 1 ) / U - 9 7 - 1 4 3 ( 1 1 ) / U - 9 7 - 1 4 4 (11) - ( 1 0 / 1 1 / 9 9 )
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c o m p e t i t i o n  b e g a n  i n  A n c h o r a g e  o n l y  a m o u n t s  t o  a b o u t  1 5 % .  T e s t i m o n y  

o f  F .  W. H i t z ,  I I I ,  T - 6 , D o c k e t s  U - 9 7 - 8 2 ,  U - 9 7 - 1 4 3 ,  E x h i b i t  F W H - 4 .

S e c o n d ,  M r .  S m i t h  u s e d  t h e  p r i c e  p r o p o s e d  b y  G C I  f o r  UNE 

i n t e r c o n n e c t i o n  i n  i t s  d i s c o v e r y  r e s p o n s e s .  T e s t i m o n y  o f  R o b e r t  A .  

S m i t h ,  T - 3 ,  D o c k e t s  U - 9 7 - 8 2 ,  U - 9 7 - 1 4 3 ,  p p .  2 5 - 2 7 .  T h a t  UNE p r i c e  

i s  u n r e a l i s t i c a l l y  l o w .  S t a f f  w i t n e s s  J o h n s o n  e x p l a i n e d  h i s  

e x p e c t a t i o n  t h a t  a n y  p r i c e  p r o v i d e d  i n  d i s c o v e r y  b y  t h e  c o m p e t i t o r  

w o u l d  b e  l o w  b a s e d  o n  t h e  a s s u m p t i o n  t h a t  t h e s e  r a t e s  w o u l d  b e  

p l a y e d  b a c k  t o  t h e m  i n  n e g o t i a t i o n s  i f  t h e  e x e m p t i o n  w e r e  l i f t e d .  

T e s t i m o n y  o f  B e n  J o h n s o n ,  T - 9 ,  D o c k e t s  U - 9 7 - 8 2 ,  U - 9 7 - 1 4 3 ,

p p .  1 6 - 1 7 .  W i t h  UNE i n t e r c o n n e c t i o n  p r i c e s  t o  b e  s e t  t h r o u g h  a n  

a r b i t r a t i o n  p r o c e s s ,  i f  t h e  p a r t i e s  a r e  u n a b l e  t o  a g r e e ,  i t  i s  v e r y  

u n l i k e l y  t h a t  t h e  P T I  c o m p a n i e s  w o u l d  c o n c l u d e  t h a t  p r o c e s s  w i t h  

a g r e e m e n t  b y  a c c e p t i n g  G C I ' s  f i r s t  o f f e r .  I f  M r .  S m i t h ' s  e x h i b i t s  

a r e  m o d i f i e d  t o  r e f l e c t  m o r e  r e a l i s t i c  m a r k e t  p e n e t r a t i o n  r a t e s  a n d  

UNE p r i c e s ,  t h e y  s h o w  l i t t l e  n e g a t i v e  e c o n o m i c  e f f e c t  o n  t h e  

i n c u m b e n t .  R e p l y  T e s t i m o n y  o f  B e n  J o h n s o n ,  T - 1 0 ,  p p .  2 4 - 2 5 ,  

D o c k e t s  U - 9 7 - 8 2  a n d  U - 9 7 - 1 4 3 .  B e n  J o h n s o n ' s  t e s t i m o n y  i n d i c a t e s  

t h a t  a  r a n g e  o f  r e a s o n a b l e  a s s u m p t i o n s  a b o u t  m a r k e t  s h a r e  a n d  c o s t  

a l l o c a t i o n  f o r  UNE p r i c i n g  g e n e r a t e  e c o n o m i c  i m p a c t  o n  T U N I  r a n g i n g  

f r o m  $ 5 0 0 , 0 0 0  t o  $ 1 4 , 0 0 0 .  T e s t i m o n y  o f  B e n  J o h n s o n ,  T - 9 ,  

D o c k e t s  U - 9 7 - 8 2 ,  p .  1 8 .  T h u s ,  t h e  C o m m i s s i o n  f i n d s  t h a t

O r d e r  U - 9 7 - 8 2 ( 1 1 ) / U - 9 7 - 1 4 3 ( 1 1 ) / U - 9 7 - 1 4 4 (11) - ( 1 0 / 1 1 / 9 9 )
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n e g o t i a t i o n s  r e g a r d i n g  a p p r o p r i a t e  U NE p r i c i n g  c a n  a c h i e v e  a n  

a c c e p t a b l e  l e v e l  o f  e c o n o m i c  i m p a c t  o n  T U N I .

T h e  I L E C ' s  a n a l y s i s  a l s o  f a i l s  t o  t a k e  i n t o  a c c o u n t  t h a t  

t h e  l o s s  o f  c u s t o m e r s  t o  G C I  w i l l  r e d u c e  t h e  I L E C ' s  c o s t s ,  a n d  

i n c r e a s e  i t s  r e v e n u e s  i f  t h e  C L E C  c h o o s e s  t o  c o n n e c t  w i t h  i t s  

c u s t o m e r s  b y  p u r c h a s i n g  t h e  u s e  o f  t h e  e x i s t i n g  n e t w o r k .  G C I  

w i t n e s s  F r e d e r i c k  H i t z  i n d i c a t e d  t h a t  a n  e f f i c i e n c y  i m p r o v e m e n t  o f  

o n l y  4 . 7 %  i n  t h e  P T I C A  s y s t e m ,  i n  r e s p o n s e  t o  c o m p e t i t i v e  p r e s s u r e ,  

w o u l d  o f f s e t  P T I C A  w i t n e s s  S m i t h ' s  e s t i m a t e  o f  t h e  e c o n o m i c  i m p a c t .

T e s t i m o n y  o f  F r e d e r i c k  W. H i t z ,  T - 6 ,  E x h i b i t  7 ,  D o c k e t  U - 9 7 - 8 2 . 9 

G i v e n  t h a t  t h e  P T I  c o m p a n i e s  a r e  l i k e l y  t o  r e s p o n d  t o  c o m p e t i t i v e  

p r e s s u r e  w i t h  i m p r o v e d  s y s t e m  e f f i c i e n c y  a n d  m o r e  a g g r e s s i v e  

m a r k e t i n g  o f  t h e i r  o w n  s e r v i c e s ,  t h e  C o m m i s s i o n  b e l i e v e s  t h e r e  i s  

a  h i g h  p r o b a b i l i t y  o f  r e v e n u e  a d j u s t m e n t s  o f  a t  l e a s t  t h i s  m o d e s t  

s c a l e .

T h e  T C A  a n t i c i p a t e s  t h a t  t h e r e  w i l l  b e  e c o n o m i c  i m p a c t  

f r o m  t h e  i n t r o d u c t i o n  • o f  c o m p e t i t i o n .  " I n  o r d e r  t o  j u s t i f y  a  

s u s p e n s i o n  o r  m o d i f i c a t i o n  . . .  o f  t h e  r u r a l  e x e m p t i o n  u n d e r  T C A .

. . a  L E C  m u s t  o f f e r  e v i d e n c e  t h a t  t h e  a p p l i c a t i o n  o f  s e c t i o n  2 5 1  

( b )  o r  2 5 1 ( c )  o f  t h e  A c t  w o u l d  b e  l i k e l y  t o  c a u s e  u n d u e  e c o n o m i c

’G C I  w i t n e s s  F .  W. H i t z ,  I I I  p e r f o r m e d  a  s i m i l a r  a n a l y s i s  i n  

D o c k e t  U - 9 7 - 1 4 3 .  I n  t h a t  D o c k e t ,  H i t z  i n d i c a t e d  t h a t  a n

e f f i c i e n c y  i m p r o v e m e n t  o f  o n l y  1 0 . 4 %  i n  t h e  TUA s y s t e m  i n  r e s p o n s e  

t o  c o m p e t i t i v e  p r e s s u r e  w o u l d  o f f s e t  T U A  w i t n e s s  S m i t h ' s  e s t i m a t e  

o f  t h e  e c o n o m i c  i m p a c t .  T e s t i m o n y  o f  F r e d e r i c k  W. H i t z ,  T - 6 ,  
g ^ f B i H - 9 7 " § S ^ t / y = 9 7  = 1 4 i . ( 1 1 ) / U - 9 7 - 1 4 4  ( 1 1 )  -  ( 1 0 / l l / 9 9 )
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b u r d e n  b e y o n d  t h e  e c o n o m i c  b u r d e n  t h a t  i s  t y p i c a l l y  a s s o c i a t e d  w i t h  

e f f i c i e n t  c o m p e t i t i v e  e n t r y . "  4 7  C . F . R .  5 1 . 4 0 5 ( d ) .  C o n g r e s s  d i d  

n o t  a n t i c i p a t e  t h a t  t h e r e  w o u l d  b e  n o  c o s t  t o  t h e  i n t r o d u c t i o n  o f  

c o m p e t i t i o n ,  o n l y  t h a t  t h e  c o s t  n o t  b e  u n d u l y  e c o n o m i c a l l y  

b u r d e n s o m e .  4 7  U . S . C .  S e c .  2 5 1 ( f ) ( 1 ) ( a ) .

T h e  C o m m i s s i o n  f i n d s  t h a t  t h e  P T I  c o m p a n i e s  d i d  n o t  m e e t  

t h e i r  b u r d e n  o f  p r o v i n g  u n d u e  e c o n o m i c  b u r d e n .  T h e  C o m m i s s i o n  

r e c o g n i z e s  t h a t  t h e r e  m a y  b e  s o m e  e c o n o m i c  b u r d e n s  a s s o c i a t e d  w i t h  

t h e  i n t r o d u c t i o n  o f  c o m p e t i t i o n  i n  t h e  P T I  s e r v i c e  a r e a s .  H o w e v e r ,  

t h e r e  w a s  n o  p e r s u a s i v e  e v i d e n c e  p r e s e n t e d  i n  t h i s  c a s e  t h a t  t h o s e  

b u r d e n s  w e r e  u n d u e .  T h e  r e c o r d s  i n  t h e s e  c a s e s  s h o w  t h a t  t h e  I L E C  

h a s  a l t e r n a t i v e s  f o r  r e v e n u e  g e n e r a t i o n ,  h a s  t h e  o p p o r t u n i t y  t o  

e s t a b l i s h  a p p r o p r i a t e  U N E  l e a s i n g  r a t e s ,  h a s  o v e r e s t i m a t e d  

c o m p e t i t i v e  p e n e t r a t i o n  a n d  u n d e r e s t i m a t e d  t h e  i m p a c t  o f  s y s t e m  

e f f i c i e n c y  i m p r o v e m e n t s .  T h e  C o m m i s s i o n  w i l l  c o n t i n u e  t o  b e  

i n v o l v e d  i n  t h e  a d m i n i s t r a t i o n  o f  u n i v e r s a l  s e r v i c e  f u n d s  a n d  

a c c e s s  c h a r g e s ,  a n d  w i l l  h a v e  t h e  o p p o r t u n i t y  t o  r e v i e w  t h e  

n e g o t i a t e d  UNE p r i c e s .  T h e r e f o r e ,  t h e  C o m m i s s i o n  c a n  c o n t i n u e  t o  

i n s u r e  t h a t  t h e  b u r d e n s  b o r n e  b y  t h e  i n c u m b e n t  c a r r i e r  i n  a  m a r k e t  

w h e r e  l o c a l  c o m p e t i t i o n  i s  n e w l y  i n t r o d u c e d  a r e  n o t  t o o  g r e a t .  T h e  

i n c u m b e n t  w i l l  l i k e l y  e x p e r i e n c e  a  c h a n g e  i n  c o r p o r a t e  c u l t u r e  t h a t  

w i l l  s u s t a i n  a n d  i n  t h e  l o n g  r u n  e n h a n c e  i t s  e c o n o m i c  w e l l  b e i n g .
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N o n e  o f  t h e  p a r t i e s  a r g u e d  t h a t  i n t e r c o n n e c t i o n  w a s  n o t  

t e c h n i c a l l y  f e a s i b l e .  G C I  w i t n e s s  S t r i d  t e s t i f i e d  t h a t  r o u t i n e  

i n t e r - o f f i c e  t r u n k i n g  a r r a n g e m e n t s  s u c h  a s  a r e  c u r r e n t l y  i n  u s e  f o r  

i n t e r e x c h a n g e  a n d  e x t e n d e d  a r e a  s e r v i c e  t r a f f i c  w o u l d  b e  u s e d  t o  

p r o v i d e  a c c e s s  f o r  l o c a l  s e r v i c e  p r o v i s i o n .  G C I  i s  n o t  r e q u e s t i n g  

a d d i t i o n a l  s p e c i f i c  i n f r a s t r u c t u r e  a d d i t i o n s  t o  a c c o m m o d a t e  i t s  

p r o p o s e d  s e r v i c e .  T e s t i m o n y  o f  G e n e  R .  S t r i d ,  T - 3 ,  p p .  4 - 6 ,  

D o c k e t  U - 9 7 - 1 4 4 .  A s  t h e  p a r t y  w i t h  t h e  b u r d e n  o f  p r o o f ,  t h e  P T I  

c o m p a n i e s  h a d  t h e  d u t y  o f  p r o v i d i n g  t h e  C o m m i s s i o n  w i t h  e v i d e n c e  o n  

t h i s  i s s u e  i f  i t  a s s e r t e d  t e c h n i c a l  u n f e a s i b i l i t y .  4 7  C . F . R .  5 1 . 5 .

T h e  P T I  c o m p a n i e s  p r e s e n t e d  n o  e v i d e n c e  t h a t  t e c h n i c a l  f e a s i b i l i t y  

p o s e d  a n  o b s t a c l e  t o  t h e  i n t e r c o n n e c t i o n  r e q u i r e d  f o r  G C I  t o  

p r o v i d e  l o c a l  s e r v i c e .  T h e r e f o r e ,  t h e  C o m m i s s i o n  f i n d s  t h a t  

t e c h n i c a l  f e a s i b i l i t y  i s  n o t  a t  i s s u e  i n  t h i s  p r o c e e d i n g .

C O N S I S T E N C Y  W I T H  U N I V E R S A L  S E R V I C E  P R I N C I P L E S

T h e  l a s t  e l e m e n t  o f  t h e  t e s t  t h i s  C o m m i s s i o n  m u s t  a p p l y  

i s  c o n s i s t e n c y  w i t h  t h e  u n i v e r s a l  s e r v i c e  p r i n c i p l e s  o f  t h e  T C A .  4 7  

U . S . C .  S e c .  2 5 4 ;  4 7  U . S . C .  S e c .  2 5 1 ( f ) ( 1 ) ( A ) .  A m o n g  o t h e r  t h i n g s ,

S e c t i o n  2 5 4  e n u m e r a t e s  c e r t a i n  u n i v e r s a l  s e r v i c e  p r i n c i p l e s .

Q U A L I T Y  AND R A T E S .  -  Q u a l i t y  s e r v i c e s  s h o u l d  b e  a v a i l a b l e

O r d e r  U - 9 7 - 8 2 ( 1 1 ) / U - 9 7 - 1 4 3 ( 1 1 ) / U - 9 7 - 1 4 4 ( 1 1 )  -  ( 1 0 / 1 1 / 9 9 )

P a g e  1 5  o f  2 4

T E C H N I C A L  F E A S I B I L I T Y



A C C E S S  T O  AD V A N CE  S E R V I C E S . -  A c c e s s  t o  a d v a n c e d

t e l e c o m m u n i c a t i o n s  a n d  i n f o r m a t i o n  s e r v i c e s  s h o u l d  b e  

p r o v i d e d  i n  a l l  r e g i o n s  o f  t h e  N a t i o n .

A C C E S S  I N  R U R A L  AND H I G H  C O S T  A R E A S .  -  C o n s u m e r s  i n  a l l  

r e g i o n s  o f  t h e  N a t i o n ,  i n c l u d i n g  l o w - i n c o m e  c o n s u m e r s  a n d  

t h o s e  i n  r u r a l ,  i n s u l a r  a n d  h i g h  c o s t s  a r e a s ,  s h o u l d  h a v e  

a c c e s s  t o  t e l e c o m m u n i c a t i o n s  a n d  i n f o r m a t i o n  s e r v i c e s ,  

i n c l u d i n g  i n t e r e x c h a n g e  s e r v i c e s  a n d  a d v a n c e d  

t e l e c o m m u n i c a t i o n s  s e r v i c e s ,  t h a t  a r e  r e a s o n a b l y  

c o m p a r a b l e  t o  t h o s e  s e r v i c e s  p r o v i d e d  i n  u r b a n  a r e a s  a n d  

t h a t  a r e  a v a i l a b l e  a t  r a t e s  t h a t  a r e  r e a s o n a b l y  

c o m p a r a b l e  t o  r a t e s  c h a r g e d  f o r  s i m i l a r  s e r v i c e s  i n  u r b a n  

a r e a s .

E Q U I T A B L E  AND N O N D I S C R I M I N A T O R Y  C O N T R I B U T I O N S .  -  A l l  

p r o v i d e r s  o f  t e l e c o m m u n i c a t i o n s  s e r v i c e s  s h o u l d  m a k e  a n  
e q u i t a b l e  a n d  n o n d i s c r i m i n a t o r y  c o n t r i b u t i o n  t o  t h e  

p r e s e r v a t i o n  a n d  a d v a n c e m e n t  o f  u n i v e r s a l  s e r v i c e .

S P E C I F I C  AND P R E D I C T A B L E  S U P P O R T  M E C H A N I S M S .  -  T h e r e  

s h o u l d  b e  s p e c i f i c ,  p r e d i c t a b l e  a n d  s u f f i c i e n t  F e d e r a l  

a n d  S t a t e  m e c h a n i s m s  t o  p r e s e r v e  a n d  a d v a n c e  u n i v e r s a l  

s e r v i c e .

A C C E S S  T O  ADV ANCED T E L E C O M M U N I C A T I O N S  S E R V I C E S  F O R  

S C H O O L S ,  H E A L T H  C A R E ,  AND L I B R A R I E S .  -  E l e m e n t a r y  a n d  

s e c o n d a r y  s c h o o l s  a n d  c l a s s r o o m s ,  h e a l t h  c a r e  p r o v i d e r s ,  

a n d  l i b r a r i e s  s h o u l d  h a v e  a c c e s s  t o  a d v a n c e d  t e l e c o m m u n i ­

c a t i o n s  s e r v i c e s  a s  d e s c r i b e d  i n  s u b s e c t i o n  ( h ) .

4 7  U . S . C .  s e c .  2 5 4 ( b ) .

T h e  m a j o r i t y  o f  t h e  t e s t i m o n y  i n  t h i s  c a s e  f o c u s e d  o n  t h e

f i f t h  p r i n c i p l e - - s p e c i f i c ,  p r e d i c t a b l e  a n d  s u f f i c i e n t  s u p p o r t

m e c h a n i s m s .  T h e  C o m m i s s i o n  n o t e s  t h a t  s u p p o r t  m e c h a n i s m s  a r e  j u s t

o n e  o f  t h e  u n i v e r s a l  s e r v i c e  p r i n c i p l e s  s t a t e d  i n  t h e  T C A .  T h i s

a t  j u s t ,  r e a s o n a b l e  a n d  a f f o r d a b l e  r a t e s .
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C o m m i s s i o n  w i l l  m a i n t a i n  t h e  r u r a l  e x e m p t i o n ,  i f  a  p a r t y  

p e r s u a s i v e l y  d e m o n s t r a t e s  t h a t  t e r m i n a t i n g  t h e  e x e m p t i o n  w o u l d  b e  

i n c o n s i s t e n t  w i t h  S e c t i o n  2 5 4 .

Q u a l i t y  a n d  R a t e s

T h e  f i r s t  u n i v e r s a l  s e r v i c e  p r i n c i p l e  h a s  t w o  c o m p o n e n t s .  T o  

a d d r e s s  t h e  i s s u e  o f  q u a l i t y ,  t h e  C o m m i s s i o n  l o o k s  t o  t h e  r e c o r d  o f  

t h e  DAMA d e m o n s t r a t i o n  p r o j e c t .  S e e  D o c k e t  U - 9 5 - 3 8 . 10 T h e  r e s u l t s  

o f  t h a t  p i l o t  p r o j e c t  o n  r u r a l  c o m p e t i t i o n  w e r e  i m p r o v e d  s e r v i c e  

q u a l i t y  f o r  t h e  c o n s u m e r s  f r o m  b o t h  t h e  i n c u m b e n t  a n d  c o m p e t i t o r .

T h e  P T I  c o m p a n i e s  h a v e  n o t  p r o v i d e d  a n y  p e r s u a s i v e  e v i d e n c e  t h a t  

i t s  s e r v i c e  q u a l i t y  w i l l  d e c l i n e  o r  c o s t s  w i l l  i n c r e a s e  i f  t h e  

r u r a l  e x e m p t i o n  i s  t e r m i n a t e d .

N o r  h a v e  t h e  P T I  c o m p a n i e s  d e m o n s t r a t e d  t h a t  r a t e s  w i l l  

b e c o m e  u n a f f o r d a b l e  i f  t h e  r u r a l  e x e m p t i o n  i s  t e r m i n a t e d .  T h e  

C o m m i s s i o n  p r o t e c t s  t h e  c u s t o m e r  f r o m  u n j u s t i f i e d  a n d  u n r e a s o n a b l e  

r a t e  i n c r e a s e s .  A n y  r e q u e s t s  f o r  r a t e  i n c r e a s e s  w i l l  b e  a n a l y z e d  

a n d  a p p r o v e d  o n l y  i f  t h e  i n c r e a s e d  r a t e  i s  j u s t  a n d  r e a s o n a b l e .  

W i t h o u t  a  c o s t  i n c r e a s e ,  t h e  I L E C  w i l l  n o t  b e  a b l e  t o  j u s t i f y  a

l0T h a t  D o c k e t  i s  e n t i t l e d  I n  t h e  M a t t e r  o f  t h e  R e q u e s t  b y  
G e n e r a l  C o m m u n i c a t i o n  I n c . ,  f o r  a  W a i v e r  o f  3 A A C  5 2 . 3 5 5 ( a )  a n d  
A p p r o v a l  o f  a  5 0 - S i t e  D e m o n s t r a t i o n  P r o j e c t .  I n  t h a t  D o c k e t ,  t h e  

C o m m i s s i o n  w a i v e d  i n t r a s t a t e  r e g u l a t i o n s  p r o h i b i t i n g  i n t e r e x c h a n g e  

( l o n g  d i s t a n c e )  c o m p a n i e s  f r o m  c o n s t r u c t i n g  d u p l i c a t e  f a c i l i t i e s  

i n  c e r t a i n  r u r a l  a r e a s ,  e n a b l i n g  G C I ' s  i n t e r e x c h a n g e  a f f i l i a t e  t o  

c o n s t r u c t  f a c i l i t i e s  i n  a r e a s  w h e r e  s u c h  c o n s t r u c t i o n  w o u l d  n o t  

o t h e r w i s e  b e  a l l o w e d .
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r a t e  i n c r e a s e .  T h e  e v i d e n c e  p r e s e n t e d  i n  t h i s  c a s e  o n  p o t e n t i a l  

c o s t  i n c r e a s e s  w a s  u n p e r s u a s i v e .  A s  a  r e s u l t  o f  t e r m i n a t i n g  t h e  

r u r a l  e x e m p t i o n  a n d  i n c r e a s i n g  c o m p e t i t i o n ,  t h e  P T I  c o m p a n i e s  w i l l  

f a c e  i n c r e a s e d  i n c e n t i v e s  t o  r e d u c e  c o s t s  a n d  r a t e s ,  m a k i n g  i t  l e s s  

l i k e l y  t h a t  t h e y  w i l l  a s k  t h e  C o m m i s s i o n  f o r  a  r a t e  i n c r e a s e  b e y o n d  

a f f o r d a b l e  l e v e l s .

A c c e s s  t o  A d v a n c e d  S e r v i c e s

T h e r e  w a s  n o  s h o w i n g  b y  t h e  P T I  c o m p a n i e s  t h a t  c u s t o m e r s  

w o u l d  h a v e  a n y  l e s s  a c c e s s  t o  a d v a n c e d  s e r v i c e s  t h a n  t h e y  d o  n o w  i f  

t h e  r u r a l  e x e m p t i o n  w a s  t e r m i n a t e d .  T h e  C o m m i s s i o n ' s  e x p e r i e n c e  i n  

t h e  A n c h o r a g e  m a r k e t  w a s  t h a t  l o c a l  c o m p e t i t i o n  i n c r e a s e d  t h e  

c u s t o m e r ' s  a c c e s s  t o  s e r v i c e  o p t i o n s  a n d  d i d  n o t  d e g r a d e  a c c e s s  t o  

a d v a n c e d  s e r v i c e s .  L o o k i n g  a g a i n  a t  D o c k e t  U - 9 5 - 3 8 ,  t h e  a b i l i t y  o f  

c a r r i e r s  t o  o f f e r  a d v a n c e d  s e r v i c e s  a l s o  i n c r e a s e d  a s  t h e  r e s u l t  o f  

t h e  DAMA p r o j e c t ,  w h e r e  d e p l o y m e n t  o f  i m p r o v e d  t e c h n o l o g y  m a d e  t h e  

l i n k s  r e l i a b l e  a n d  f a s t  e n o u g h  t o  t r a n s m i t  d a t a .

A c c e s s  i n  R u r a l  a n d  H i g h  C o s t  A r e a s

T e r m i n a t i n g  t h e  r u r a l  e x e m p t i o n  w o u l d  a l l o w  s o m e  o f  

A l a s k a ' s  r u r a l  c u s t o m e r s  t o  r e a p  t h e  b e n e f i t s  o f  a n  o p e n  m a r k e t .

A b s e n t  a  t e r m i n a t i o n  o f  t h e  e x e m p t i o n ,  t h o s e  c u s t o m e r s '  a c c e s s  i s  

l i m i t e d  t o  w h a t  t h e  i n c u m b e n t  c h o o s e s  t o  p r o v i d e .  T h e  a d v e n t  o f
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c o m p e t i t i o n  a n d  t h e  a t t e n d a n t  p r o s p e c t  o f  l o s i n g  a  c u s t o m e r  c r e a t e  

a n  e c o n o m i c  i n c e n t i v e  f o r  t h e  I L E C  t o  i m p r o v e  s e r v i c e s .  B e c a u s e  

p r o s p e c t i v e  c o m p e t i t o r s  m u s t  s e r v e  a n  e n t i r e  s t u d y  a r e a  t o  b e  

e l i g i b l e  f o r  u n i v e r s a l  s e r v i c e  s u p p o r t ,  P T I  c u s t o m e r s  m a y  

e x p e r i e n c e  i m p r o v e d  s e r v i c e  t h r o u g h o u t  t h e  s t u d y  a r e a .  L i f t i n g  t h e  

r u r a l  e x e m p t i o n  w i l l  i n c r e a s e  t h e  e c o n o m i c  i n c e n t i v e  t o  t h e  I L E C  t o  

g i v e  r u r a l  c u s t o m e r s  a c c e s s  t o  a d v a n c e d  s e r v i c e s .  T h e  P T I  

c o m p a n i e s  h a v e  f a i l e d  t o  d e m o n s t r a t e  t h a t  c o m p e t i t i o n  w i l l  p r e v e n t  

i t  f r o m  o f f e r i n g  a c c e s s  t o  n e c e s s a r y  s e r v i c e s  a t  r a t e s  t h a t  a r e  

r e a s o n a b l y  c o m p a r a b l e  t o  r a t e s  c h a r g e d  i n  u r b a n  a r e a s .

E q u i t a b l e  a n d  N o n - D i s c r i m i n a t o r v  C o n t r i b u t i o n s

A l l  A l a s k a n  c u s t o m e r s  c o n t r i b u t e  t o  t h e  s t a t e  a n d  f e d e r a l  

f u n d s  t h a t  s u p p o r t  u n i v e r s a l  s e r v i c e .  B o t h  P T I  a n d  a n y  a u t h o r i z e d  

c o m p e t i t o r  a r e  r e q u i r e d  b y  s t a t e  a n d  f e d e r a l  r e g u l a t i o n s  t o  

c o n t r i b u t e  t o  u n i v e r s a l  s e r v i c e  s u p p o r t  f u n d s .  T h e s e  f a c t s  w i l l  

n o t  c h a n g e  a s  t h e  p r o v i d e r  c h a n g e s .  N o r  h a s  a n y  p a r t y  a l l e g e d  t h a t  

l i f t i n g  t h e  r u r a l  e x e m p t i o n  w i l l  l e a d  t o  d i s c r i m i n a t i o n  i n  t h e  

a s s e s s m e n t  o f  c o n t r i b u t i o n  t o w a r d s  t h e  e x i s t i n g  s t a t e  a n d  f e d e r a l  

u n i v e r s a l  s e r v i c e  p r o g r a m s .  T h e  C o m m i s s i o n  t h e r e f o r e  c o n c l u d e s  

t h a t  t e r m i n a t i n g  t h e  r u r a l  e x e m p t i o n  i s  c o n s i s t e n t  w i t h  t h e  

e q u i t a b l e  a n d  n o n d i s c r i m i n a t o r y  c o n t r i b u t i o n  p r i n c i p l e  s t a t e d  i n

O r d e r  U - 9 7 - 8 2 ( 1 1 ) / U - 9 7 - 1 4 3 ( 1 1 ) / U - 9 7 - 1 4 4 (11 ) - ( 1 0 / 1 1 / 9 9 )

P a g e  1 9  o f  2 4



T h e  R u r a l  C o a l i t i o n  a n d  t h e  P T I  c o m p a n i e s  i m p l y  t h a t  

c e r t a i n  P T I  s e r v i c e s  a n d  c u s t o m e r s  c o n t r i b u t e  t o w a r d s  s u b s i d i e s  

b e y o n d  t h o s e  a s s o c i a t e d  w i t h  t h e  s t a t e  a n d  f e d e r a l  u n i v e r s a l  

s e r v i c e  p r o g r a m s .  I n  o r d e r  t o  v i o l a t e  t h e  p r o v i s i o n s  o f  S e c t i o n  

2 5 4 ( b ) ( 4 ) ,  P T I  m u s t  d e m o n s t r a t e  t h a t  t h e r e  w a s  i n  f a c t  a

q u a n t i f i a b l e  s u b s i d y ;  t h a t  t h e  s u b s i d y  w a s  n e c e s s a r y  f o r  p r e s e r v i n g  

o r  a d v a n c i n g  u n i v e r s a l  s e r v i c e , -  a n d  t h a t  p a y m e n t  o f  t h e  s u b s i d y  

o c c u r r e d  i n  a n  i n e q u i t a b l e  o r  d i s c r i m i n a t o r y  m a n n e r .  T h e  

C o m m i s s i o n  b e l i e v e s  t h a t  t h e s e  t h r e e  c o n d i t i o n s  h a v e  n o t  b e e n  m e t .

T h e  R u r a l  C o a l i t i o n  m a d e  n o  a t t e m p t  t o  q u a n t i f y  t h e

s u b s i d i e s  i n  t h e  P T I  c o m p a n i e s '  m a r k e t s .  I n  a n y  e v e n t ,  i f  a

" s u b s i d y "  w e r e  e m b e d d e d  i n  t h e  P T I  c o m p a n i e s '  r a t e s ,  P T I  h a s  n o t  

a d e q u a t e l y  d e m o n s t r a t e d  t h a t  a  s u b s i d y  i s  n e c e s s a r y  t o  m a i n t a i n  

a f f o r d a b l e  r a t e s  f o r  u n i v e r s a l  s e r v i c e s  a n d  n o t  s i m p l y  u s e d  t o  

i m p r o v e  s t o c k h o l d e r  p r o f i t s  o r  a l l o w  b e l o w  c o s t  r a t e s  f o r  n o n -  

u n i v e r s a l l y  n e e d e d  s e r v i c e s .  T h e  C o m m i s s i o n  f i n d s  t h a t  i t  h a s  n o t  

b e e n  p r o v e n  t h a t  t e r m i n a t i n g  t h e  r u r a l  e x e m p t i o n  w i l l  l e a d  t o  a n  

i n e q u i t a b l e  o r  d i s c r i m i n a t o r y  c o n t r i b u t i o n  t o w a r d s  p r e s e r v a t i o n  a n d  

a d v a n c e m e n t  o f  u n i v e r s a l  s e r v i c e .

I n  o r d e r  t o  r e c e i v e  u n i v e r s a l  s e r v i c e  s u p p o r t  f o r  s e r v i n g  

h i g h  c o s t  c u s t o m e r s ,  a  c a r r i e r  m u s t  q u a l i f y  a s  a n  e l i g i b l e

t h e  T C A .
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C o m m i s s i o n ,  u p o n  a  s h o w i n g ,  c a n  d e s i g n a t e  a  c a r r i e r  a s  a n  E T C  t h a t  

i t  w i l l  o f f e r  s e r v i c e s  t h r o u g h o u t  t h e  s t u d y  a r e a 11 f o r  w h i c h  t h e  E T C  

d e s i g n a t i o n  i s  s o u g h t  a n d  a d v e r t i s e  t h e  a v a i l a b i l i t y  o f  t h o s e  

s e r v i c e s .  4 7  U . S . C .  S e c .  2 1 4 ( e ) ( 1 ) .  T h e r e f o r e ,  i n  o r d e r  t o  r e c e i v e

t h e  b e n e f i t  o f  t h e  u n i v e r s a l  s e r v i c e  s u p p o r t ,  t h e  C L E C  m u s t  b e a r

s o m e  o f  t h e  b u r d e n  o f  s e r v i n g  h i g h  c o s t  c u s t o m e r s . 12

T h e  S t a t e  o f  A l a s k a  h a s  a d o p t e d  a  s t a t e  u n i v e r s a l  s e r v i c e  

f u n d  m e c h a n i s m  t o  a u g m e n t  f e d e r a l  u n i v e r s a l  s e r v i c e  f u n d s  t o  a s s u r e  

s e r v i c e  t o  t h e  e x c e p t i o n a l l y  h i g h  c o s t  a r e a s  o f  A l a s k a .  S e e  

D o c k e t  R - 9 7 - 6 . 13 W h i l e  F a i r b a n k s  a n d  J u n e a u  a r e  n o t  r u r a l  b y

t e l e c o m m u n i c a t i o n s  c a r r i e r  ( E T C ) .  4 7  U . S . C .  S e c .  2 1 4 ( e ) .  T h e

" T h e  T C A  u s e s  t h e  t e r m  s e r v i c e  a r e a ,  a n d  f u r t h e r  d e f i n e s  

s e r v i c e  a r e a  a s  s t u d y  a r e a  f o r  r u r a l  c o m p a n i e s .  4 7  U . S . C .  S e c .  

2 1 4  ( e )  ( 5 ) .

,2I n  h i s  d i s s e n t  t o  t h e  A P U C ' s  J u n e  3 0 ,  1 9 9 9  O r d e r ,

C o m m i s s i o n e r  P o s e y  e x p r e s s e d  c o n c e r n  t h a t  a  c o m p e t i t i v e  l o c a l  

e x c h a n g e  c o m p a n y  w o u l d  b e  a b l e  t o  " c h e r r y  p i c k "  a n d  s e r v e  o n l y  t h e  

l o w  c o s t  c u s t o m e r s  c l o s e  t o  t h e  s w i t c h  e q u i p m e n t ,  a n d  r e c e i v e  t h e  

U S F  f u n d s  f o r  t h o s e  c u s t o m e r .  T h e  f l a w  i n  t h a t  a r g u m e n t  i s  t h a t  

t h e  c o m p e t i t o r  w o u l d  n o t  b e  e l i g i b l e  t o  r e c e i v e  a n y  U S F  s u p p o r t  

a b s e n t  w i l l i n g n e s s  t o  s e r v e  a l l  c u s t o m e r s  i n  t h a t  s t u d y  a r e a .  I t  

i s  t h e o r e t i c a l l y  p o s s i b l e ,  b u t  u n l i k e l y  t h a t  a  c o m p e t i t o r  c o u l d  

r e c e i v e  r e q u e s t s  f o r  s e r v i c e s  f r o m  o n l y  l o w  c o s t  c u s t o m e r s .  

H o w e v e r ,  t h e  m o s t  l i k e l y  s c e n a r i o  i s  t h a t  a  p r o p o r t i o n a t e  n u m b e r  

o f  l o w  a n d  h i g h  c o s t  c u s t o m e r s  w o u l d  c h o o s e  t o  s w i t c h .

l3T h a t  D o c k e t  i s  e n t i t l e d  I n  t h e  M a t t e r  o f  t h e  C o n s i d e r a t i o n  
o f  I n t r a s a t e  U n i v e r s a l  S e r v i c e .
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A l a s k a n  s t a n d a r d s ,  t h e  s t u d y  a r e a s  a t  i s s u e  i n c l u d e  t h e s e  

c o m m u n i t i e s  a l o n g  w i t h  s e v e r a l  t h a t  a r e  l i k e l y  t o  r e m a i n  r u r a l  f o r  

t h e  f o r e s e e a b l e  f u t u r e . 14 A l l o w i n g  c o m p e t i t i o n  t o  e n t e r  t h e  e n t i r e  

P T I  s e r v i c e  a r e a  w i l l  u l t i m a t e l y  i m p r o v e  s e r v i c e  f o r  e a c h  s t u d y  

a r e a .  T h e  r e s u l t  o f  t h e  DAMA p i l o t  p r o j e c t  w a s  a n  i n c r e a s e  i n  

s e r v i c e  q u a l i t y  i n  r u r a l  a r e a s . 15

S p e c i f i c  a n d  P r e d i c t a b l e  U n i v e r s a l  S e r v i c e  S u p p o r t  M e c h a n i s m s

l4T h e  FC C  f r o z e  s t u d y  a r e a  b o u n d a r i e s  a t  t h e  N o v e m b e r  1 5 ,  1 9 8 4  

l e v e l s .  H i s t o r i c a l l y ,  t h e  F C C  h a s  a l l o w e d  s t u d y  a r e a  a m e n d m e n t s  

o n  a  c a s e  b y  c a s e  b a s i s ,  w i t h  a g r e e m e n t  f r o m  t h e  s t a t e  c o m m i s s i o n .

l5T h i s  C o m m i s s i o n ' s  p r e d e c e s s o r ,  t h e  A P U C  a p p r o v e d  t h e  DAMA

p r o j e c t ,  b e f o r e  C o n g r e s s  a d o p t e d  t h e  T C A .  D i s t r i b u t i o n  o f  U S F

f u n d s  w a s  n o t  a f f e c t e d  b y  t h e  DAMA p r o j e c t .
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T h e  F e d e r a l  U n i v e r s a l  S e r v i c e  F u n d  p r o v i d e s  s u p p o r t  f o r  

s w i t c h i n g  c o s t s  i n  s t u d y  a r e a s  w i t h  f e w e r  t h a n  5 0 , 0 0 0  a c c e s s  l i n e s  

a n d  f o r  l o o p  c o s t s  i n  h i g h  c o s t  a r e a s .  4 7  C . F . R .  5 4 . 1 0 1 . 16 T U N I ' s  

G l a c i e r  S t a t e  s t u d y  a r e a  r e c e i v e d  a b o u t  $ 1 6 . 4  m i l l i o n  i n  f e d e r a l  

u n i v e r s a l  s e r v i c e  s u p p o r t  f o r  1 9 9 8 . 17 M o s t  o f  t h e  f e d e r a l  s u p p o r t  

i s  r e l a t e d  t o  t h e  l o o p .  T h e  s t u d y  a r e a  u n s e p a r a t e d  c o s t  p e r  l o o p ,  

c o m p a r e d  t o  t h e  n a t i o n a l  a v e r a g e ,  d e t e r m i n e s  t h e  a m o u n t  o f  s u p p o r t  

a v a i l a b l e  t o  t h e  c a r r i e r ,  b a s e d  o n  f e d e r a l  p r o c e d u r e s  a t  4 7  C . F . R .  

3 6 . 6 2 2  a n d  6 3 1 .  U n d e r  t h e  s t a t e  u n i v e r s a l  s e r v i c e  f u n d ,  

e s t a b l i s h e d  i n  1 9 9 9 ,  t h e  T U N I  G l a c i e r  S t a t e  s t u d y  a r e a  r e c e i v e s  

a b o u t  $ 5 4 0 , 0 0 0  a n n u a l l y .  T h e  l e v e l  o f  s t a t e  s u p p o r t  i s  

a p p r o x i m a t e l y  e q u a l  t o  $ . 9 5  p e r  l i n e  p e r  m o n t h .  T h e  TUA J u n e a u  

s t u d y  a r e a  r e c e i v e s  a b o u t  $ 4 1 0 , 0 0 0  a n n u a l l y ,  o r  $ 1 . 4 0  p e r  l i n e  p e r  

m o n t h ,  f r o m  t h e  s t a t e  u n i v e r s a l  s e r v i c e  f u n d .  T h e  P T I C A  F a i r b a n k s  

s t u d y  a r e a  r e c e i v e s  a p p r o x i m a t e l y  $ 5 3 5 , 0 0 0  a n n u a l l y ,  o r  $ 1 . 2 2  p e r  

l i n e  p e r  m o n t h ,  f r o m  t h e  s t a t e  u n i v e r s a l  s e r v i c e  f u n d .  T o g e t h e r ,  

s t a t e  a n d  f e d e r a l  f u n d s  a r e  e x p l i c i t  a n d  a r e  s p e c i f i c  a n d  

p r e d i c t a b l e  s o u r c e s  o f  u n i v e r s a l  s e r v i c e  s u p p o r t .

T h e  P T I  c o m p a n i e s  a r g u e  t h a t  a n o t h e r  s o u r c e  o f  s u p p o r t  i s

l60 n c e  a  c o m p e t i t o r  e n t e r s  a  s t u d y  a r e a ,  t h e  c o m p e t i t o r  m u s t  

a p p l y  f o r  E T C  s t a t u s .  I f  t h e  a p p l i c a t i o n  i s  a p p r o v e d ,  t h e  C L E C  

r e c e i v e s  s u p p o r t  a t  t h e  I L E C ' s  r a t e  p e r  l i n e ,  s u b j e c t  t o  

c o n d i t i o n s .  4 7  C . F . R .  3 0 6 - 3 0 7 .

I7P T I C A  r e c e i v e d  $ 3 . 9  m i l l i o n .  TUA r e c e i v e d  $ 1 . 4  m i l l i o n .  

F C C  M o n i t o r i n g  R e p o r t ,  CC  D o c k e t  9 8 - 2 0 2 ,  R e p o r t  N o .  CC 9 9 - 2 7 .  
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a c c e s s  c h a r g e s .  A c c e s s  c h a r g e s  a r e  d e s i g n e d  t o  c o m p e n s a t e  t h e  

l o c a l  e x c h a n g e  c a r r i e r  f o r  t h e  c o s t  o f  o r i g i n a t i n g  a n d  t e r m i n a t i n g  

a n  i n t e r e x c h a n g e  c a l l  o n  i t s  l o c a l  n e t w o r k .  A c c e s s  c h a r g e s  a r e  

r e v i e w e d  a n n u a l l y  f o r  r e a s o n a b l e n e s s  b y  t h e  C o m m i s s i o n  a n d  b y  t h e  

F C C .  T h e y  a r e  d e s i g n e d  t o  r e c o v e r  t h e  t o t a l  a c c e s s  c o s t s  a s  

d e v e l o p e d  u n d e r  s t a t e  a n d  f e d e r a l  j u r i s d i c t i o n a l  s e p a r a t i o n s  

p r o c e d u r e s  a n d  a c c e s s  c h a r g e  r e g u l a t i o n s  a n d  p r o c e d u r e s .

T h e  s t a t e  a n d  f e d e r a l  j u r i s d i c t i o n a l  s e p a r a t i o n s  a n d  

a c c e s s  c h a r g e  p r o c e d u r e s  w e r e  a d j u s t e d  t o  r e m o v e  i m p l i c i t  u n i v e r s a l  

s e r v i c e  s u p p o r t  m e c h a n i s m s . T h e r e  i s  n o  c l e a r  e v i d e n c e  t h a t  

f u r t h e r  s t a t e  o r  f e d e r a l  u n i v e r s a l  s e r v i c e  s u b s i d i e s  e x i s t  i n  

a c c e s s  r a t e s .  R a t e s  f o r  u n i v e r s a l  s e r v i c e  i n  g e n e r a l ,  h a v e  n o t  

b e e n  s h o w n  t o  b e  p r i c e d  b e l o w  t h e i r  m a r g i n a l  c o s t ,  n o r  h a s  i t  b e e n  

s h o w n  t h a t  t h e  j u r i s d i c t i o n a l  s e p a r a t i o n s  p r o c e d u r e s  o r  t h e  a c c e s s  

c h a r g e  p r o c e d u r e s  a r e  d e s i g n e d  t o  a s s i g n  m o r e  t h a n  a  f a i r  s h a r e  o f  

c o s t s  t o  a c c e s s  s e r v i c e s .  A b s e n t  t h e s e  s h o w i n g s ,  i t  h a s  n o t  b e e n  

a d e q u a t e l y  d e m o n s t r a t e d  t h a t  a c c e s s  c h a r g e s  a r e  a  m e c h a n i s m  

s u p p o r t i n g  u n i v e r s a l  s e r v i c e .

T h e  C o m m i s s i o n  r e c o g n i z e s  t h a t  P T I  m a y  f a c e  s t r a n d e d  

i n v e s t m e n t  t o  t h e  e x t e n t  i t s  c o m p e t i t o r  b u i l d s  i t s  o w n  f a c i l i t i e s  

t o  s e r v e  t h e  c u s t o m e r .  H o w e v e r ,  t h e  P T I  c o m p a n i e s  h a v e  n o t  

d e m o n s t r a t e d  t h a t  s t r a n d e d  i n v e s t m e n t  c a n n o t  b e  e m p l o y e d  t o  p r o v i d e
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o t h e r  s e r v i c e s ,  o r  t h a t  l o s s e s  w i l l  n o t  b e  b a l a n c e d  b y  i n c r e a s e d  

d e m a n d  r e l a t e d  t o  c o m p e t i t i o n .  I n  t h e  A n c h o r a g e  m a r k e t ,  g r o w t h  i n  

a c c e s s  l i n e s  i n c r e a s e d  a s  c u s t o m e r s  t o o k  a d v a n t a g e  o f  t h e  

c o m p e t i t i v e  m a r k e t .

I f  t h e  A n c h o r a g e  m a r k e t  i s  a n  i n d i c a t i o n ,  t h e n  t h e  P T I  

c o m p a n i e s  w i l l  f a c e  c o m p e t i t i o n  p r e d o m i n a n t l y  t h r o u g h  r e s a l e  o f  

U N E s  a n d  o t h e r  r e s a l e  m e c h a n i s m s .  P T I  w i l l  h a v e  t h e  o p p o r t u n i t y  t o  

r e p l a c e  " l o s t "  a c c e s s  c h a r g e  a n d  l o c a l  r e v e n u e s  w i t h  c o m p e n s a t i o n  

p a i d  f o r  i t s  r e s o l d  s e r v i c e s  a n d  f o r  U N E s . T h e r e  i s  n o  r e a s o n  t o  

b e l i e v e  t h e  P T I  c o m p a n i e s  w i l l  b e  u n a b l e  t o  n e g o t i a t e  f a i r  UNE a n d  

r e s a l e  r a t e s  w i t h  i t s  c o m p e t i t o r .  I n  o t h e r  w o r d s ,  t h e  I L E C  w o u l d  

s t i l l  b e  c o m p e n s a t e d  f o r  t h o s e  u s e d  a n d  u s e f u l  c o m p o n e n t s  o f  i t s  

n e t w o r k  i f  t h e  r u r a l  e x e m p t i o n  w e r e  t e r m i n a t e d .

I t .  i s  p o s s i b l e  t h a t  n e g o t i a t e d  i n t e r c o n n e c t i o n  a n d  r e s a l e  

r a t e s  m a y  r e s u l t  i n  a  d i f f e r e n t  a m o u n t  o f  r e v e n u e  t h a n  c u r r e n t l y  

e n j o y e d  b y  P T I  u n d e r  i t s  e x i s t i n g  m o n o p o l y .  T h i s  i s  n o t  n e c e s s a r i l y  

p r o o f  t h a t  t h e r e  i s  a n  i n t e r n a l  s u b s i d y  t h a t  w i l l  b e  l o s t  d u e  t o  

c o m p e t i t i o n .  R a t h e r ,  r e d u c t i o n s  i n  r e v e n u e  s t r e a m s  a r e  a  n a t u r a l ,  

a n d  d e s i r a b l e ,  c o n s e q u e n c e  o f  c o m p e t i t i o n  a t  w o r k .  I f  P T I  c a n n o t  

j u s t i f y  o r  n e g o t i a t e  a  UNE a n d  r e s a l e  r a t e  c o m m e n s u r a t e  t o  i t s  

e x i s t i n g  a c c e s s  c h a r g e  a n d  l o c a l  r e v e n u e s ,  t h i s  m a y  b e  a n  

i n d i c a t i o n  t h a t  r a t e s  w e r e  s e t  t o o  h i g h .
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T e r m i n a t i o n  o f  t h e  r u r a l  e x e m p t i o n  a l s o  s e r v e s  t h e  l a s t  

s p e c i f i c  u n i v e r s a l  s e r v i c e  p r i n c i p l e  i n  t h e  T C A .  I t  w i l l  n o t  

a f f e c t  f u n d i n g  u n d e r  t h e  e x i s t i n g  f e d e r a l  p r o g r a m s .  T o  t h e  e x t e n t  

t h a t  t e r m i n a t i o n  o f  t h e  r u r a l  e x e m p t i o n  r e s u l t s  i n  a n  i m p r o v e m e n t  

o f  s e r v i c e  q u a l i t y ,  s c h o o l s ,  l i b r a r i e s  a n d  h e a l t h  c a r e  i n s t i t u t i o n s  

w i l l  b e  a b l e  t o  u t i l i z e  m o r e  a d v a n c e d  e q u i p m e n t  t h a t  t h e  c u r r e n t  

n e t w o r k  d o e s  n o t  s u p p o r t .

I n  c o n c l u s i o n ,  u n i v e r s a l  s e r v i c e  s u p p - J t  w i l l  r e m a i n  

s p e c i f i c ,  p r e d i c a b l e  a n d  s u f f i c i e n t  w h e n  t h e  r u r a l  e x e m p t i o n  i s  

t e r m i n a t e d .  T h e  C o m m i s s i o n  a c k n o w l e d g e s  t h a t  u n d e r  c o m p e t i t i o n  P T I  

m a y  s u f f e r  a  c h a n g e  i n  t h e  s o u r c e  o f  r e v e n u e s  i f  c u s t o m e r s  s w i t c h  

t o  a n  a l t e r n a t i v e  c a r r i e r .  H o w e v e r ,  P T I  d i d  n o t  p e r s u a s i v e l y  a r g u e  

t h a t  s u p p o r t  m e c h a n i s m s  w o u l d  n o t  b e  s u f f i c i e n t  t o  i n s u r e  t h a t  t h e  

p r i n c i p l e s  o f  u n i v e r s a l  s e r v i c e  a r e  s e r v e d .  T h e r e  w a s  s u f f i c i e n t  

e v i d e n c e  t o  p e r s u a d e  t h e  C o m m i s s i o n  t h a t  t h e  p o t e n t i a l  b e n e f i t s  t o  

c u s t o m e r s  i n  t h e s e  s t u d y  a r e a s  a r e  s i g n i f i c a n t  a n d  c o n s i s t e n t  w i t h  

t h e  p r i n c i p l e s  o f  u n i v e r s a l  s e r v i c e .  T h e r e  w a s  n o  s h o w i n g  o f  

p o t e n t i a l  h a r m  t o  c u s t o m e r s .  T h e r e  w a s  n o  c r e d i b l e  e v i d e n c e  o r  

a r g u m e n t  t h a t  c u s t o m e r s  w o u l d  s u f f e r  f i n a n c i a l  o r  s e r v i c e  l o s s e s ,  

o r  t h a t  t h e  q u a l i t y  o f  t h e i r  s e r v i c e  w o u l d  d e c l i n e .  T h e  p o t e n t i a l
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h a r m  t o  P T I  i s  s p e c u l a t i v e ,  w a s  n o t  c l e a r l y  d e f i n e d  i n  a n  a n a l y s i s  

t h a t  r e f l e c t e d  a  r a n g e  o f  p o t e n t i a l  m a r k e t  p e n e t r a t i o n  s c e n a r i o s  

a n d  i s  a r g u a b l y  i r r e l e v a n t .  T h e  T C A  r e q u i r e s  t h i s  C o m m i s s i o n  t o  

i n s u r e  t h a t  a l l  A l a s k a n s  h a v e  a c c e s s  t o  a d v a n c e d  t e l e c o m m u n i c a t i o n s  

s e r v i c e s .  T h i s  C o m m i s s i o n  b e l i e v e s  t h a t  g r a n t i n g  G C I ' s  p e t i t i o n  

f o r  t e r m i n a t i o n  o f  t h e  r u r a l  e x e m p t i o n  i n  t h i s  c a s e  o p e n i n g  P T I ' s  

s t u d y  a r e a s  t o  l o c a l  c o m p e t i t i o n  i s  a n  i m p o r t a n t  s t e p  t o w a r d s  t h a t  

g o a l .

C O N C L U S I O N

T h e  C o m m i s s i o n  t e r m i n a t e s  t h e  P T I  c o m p a n i e s '  r u r a l  

e x e m p t i o n  b e c a u s e  i t  f i n d s  t h a t  G C I ' s  r e q u e s t  i s  n o t  u n d u l y  

e c o n o m i c a l l y  b u r d e n s o m e ,  i s  t e c h n i c a l l y  f e a s i b l e  a n d  i s  c o n s i s t e n t  

w i t h  S e c t i o n  2 5 4  o f  t h e  T C A .  T h e  P T I  c o m p a n i e s  m u s t  n e g o t i a t e  i n  

g o o d  f a i t h  w i t h  G C I  u n d e r  S e c t i o n  2 5 2  o f  t h e  T C A .

U n d e r  4 7  U . S . C .  S e c .  2 5 1  ( f ) ( 1 ) ( B ) ,  t h e  p a r t i e s  m u s t

b e g i n  t o  n e g o t i a t e  t h e  t e r m s  o f  i n t e r c o n n e c t i o n  w i t h i n  s e v e n  d a y s  

o f  t h e  d a t e  o f  t h i s  o r d e r .  T h e y  m u s t  r e p o r t  t o  t h e  C o m m i s s i o n  o n  

t h e i r  p r o g r e s s  3 0  d a y s  f r o m  t h e  d a t e  o f  t h i s  o r d e r .  E i t h e r  p a r t y  

m a y  p e t i t i o n  t h e  RCA t o  a r b i t r a t e  a n y  o p e n  i s s u e s  6 0  d a y s  f r o m  t h e  

d a t e  o f  t h i s  o r d e r .

O R D E R
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1 .  T h e  m o t i o n  f o r  r e c o n s i d e r a t i o n  f i l e d  b y  T e l e p h o n e  

U t i l i t i e s  o f  A l a s k a ,  I n c . ,  T e l e p h o n e  U t i l i t i e s  o f  t h e  N o r t h l a n d ,  

I n c . ,  a n d  P T I  C o m m u n i c a t i o n s  o f  A l a s k a ,  I n c . ,  i n  t h e s e  t h r e e  

d o c k e t s  i s  g r a n t e d .

2 .  T h e  p e t i t i o n  t o  t e r m i n a t e  t h e  r u r a l  e x e m p t i o n s  

u n d e r  4 7  U . S . C .  S e c t i o n  ( f ) ( 1 ) ( A ) ,  o f  T e l e p h o n e  U t i l i t i e s  o f  

A l a s k a ,  I n c .  ( D o c k e t  U - 9 7 - 1 4 3 ) ;  o f  T e l e p h o n e  U t i l i t i e s  o f  t h e  

N o r t h l a n d ,  I n c .  ( G l a c i e r  S t a t e  s t u d y  a r e a )  ( D o c k e t  U - 9 7 - 1 4 4 ) ;  a n d  

o f  P T I  C o m m u n i c a t i o n s  o f  A l a s k a ,  I n c .  ( D o c k e t  U - - 9 7 - 8 2 )  , i s  

t e r m i n a t e d .

T H E  C O M M I S S I O N  F U R T H E R  O R D E R S :
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3 .  T h e  T e l e p h o n e  U t i l i t i e s  o f  A l a s k a ,  I n c . ,  T e l e p h o n e  

U t i l i t i e s  o f  t h e  N o r t h l a n d ,  I n c . ,  a n d  P T I  C o m m u n i c a t i o n s  o f  A l a s k a ,  

I n c . ,  m u s t  b e g i n  t o  n e g o t i a t e  t h e  t e r m s  o f  i n t e r c o n n e c t i o n  w i t h  G C I  

C o m m u n i c a t i o n  C o r p .  d / b / a  G e n e r a l  C o m m u n i c a t i o n ,  I n c . ,  a n d  d / b / a  

G C I  w i t h i n  s e v e n  d a y s  o f  t h e  d a t e  o f  t h i s  O r d e r .  T h e  p a r t i e s  m u s t  

r e p o r t  t o  t h e  C o m m i s s i o n  o n  t h e  p r o g r e s s  o f  t h e  n e g o t i a t i o n s  w i t h i n  

t h i r t y  d a y s  o f  t h e  d a t e  o f  t h i s  O r d e r .

DATED AND E F F E C T I V E  a t  A n c h o r a g e ,  A l a s k a ,  t h i s  1 1 t h  d a y  o f  O c t o b e r ,  

1 9 9 9 .

BY D I R E C T I O N  O F  T H E  C O M M I S S I O N

( S E A L )
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S T A T E  O F  A L A S K A

T H E  A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

B e f o r e  C o m m i s s i o n e r s : S a m  C o t t e n ,  C h a i r m a n  
D o n  S c h r o e r  
A l y c e  A .  H a n l e y  
D w i g h t  D .  O r n q u i s t  
T i m  C o o k

I n  t h e  M a t t e r  o f  t h e  P e t i t i o n  b y  G C I  )
C O M M U N I C A T I O N  C O R P .  f o r  A r b i t r a t i o n  ) U - 9 6 - 8 9
u n d e r  S e c t i o n  2 5 2  o f  t h e  T e l e c o m -  )
m u n i c a t i o n s  A c t  o f  1 9 9 6  w i t h  t h e  ) O R D E R  N O .  8
M U N I C I P A L I T Y  O F  AN C H O R A G E d / b / a  )
ANCH ORA GE T E L E P H O N E  U T I L I T Y  a / k / a  )
A T U  T E L E C O M M U N I C A T I O N S  f o r  t h e  )
P u r p o s e  o f  I n s t i t u t i n g  L o c a l  E x c h a n g e  )
C o m p e t i t i o n  )

O R D E R  R E S O L V I N G  A R B I T R A T E D  I S S U E S

BY T H E  C O M M I S S I O N :

I n t r o d u c t i o n

B y  O r d e r  U - 9 6 - 8 9 ( 1 ) ,  d a t e d  S e p t e m b e r  1 7 ,  1 9 9 6 ,  t h e  C o m ­

m i s s i o n  e s t a b l i s h e d  a r b i t r a t i o n  p r o c e d u r e s  t o  c o n s i d e r  t h e  p e t i ­

t i o n  f o r  a r b i t r a t i o n  f i l e d  b y  G C I  C O M M U N I C A T I O N  C O R P .  ( G C I C C )  

u n d e r  S e c t i o n  2 5 2  o f  t h e  T e l e c o m m u n i c a t i o n s  A c t  o f  1 9 9 6  ( T h e  

A c t ) . 1 I n  i t s  p e t i t i o n ,  G C I C C  r e q u e s t e d  a r b i t r a t i o n  w i t h  t h e  

M U N I C I P A L I T Y  O F  ANCHORAG E d / b / a  ANCHORAGE T E L E P H O N E  U T I L I T Y  a / k / a  

A T U  T E L E C O M M U N I C A T I O N S  (A T U )  f o r  t h e  p u r p o s e  o f  i n s t i t u t i n g  l o c a l  

e x c h a n g e  c o m p e t i t i o n .  I n  t h a t  O r d e r  t h e  C o m m i s s i o n  a l s o  d e t e r ­

x4 7  U . S . C .  1 5 1  e t  s e g .  a s  a m e n d e d  b y  T h e  A c t .
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m i n e d  t h a t  t h e  a r b i t r a t o r ' s  r e c o m m e n d e d  d e c i s i o n  w o u l d  b e  

p r e s e n t e d  t o  t h e  C o m m i s s i o n  b y  D e c e m b e r  1 ,  1 9 9 6 .  T h e  C o m m i s s i o n  

d e t e r m i n e d  t h a t  i t  c o u l d  a c c e p t ,  r e j e c t ,  o r  m o d i f y  t h e  r e c o m m e n d e d  

d e c i s i o n  a s  p a r t  o f  t h e  a r b i t r a t i o n  p r o c e s s .

B y  O r d e r  U - 9 6 - 8 9 ( 2 ) ,  d a t e d  S e p t e m b e r  1 9 ,  1 9 9 6 ,  t h e

C o m m i s s i o n  s e t  o u t  a  l i s t  o f  f i v e  p o s s i b l e  p r i m a r y  a r b i t r a t o r s .  

B y  O r d e r  U - 9 6 - 8 9 ( 3 ) ,  d a t e d  S e p t e m b e r  2 5 ,  1 9 9 6 ,  t h e  C o m m i s s i o n

s e l e c t e d  G l e n n  C r a v e z  a s  t h e  p r i m a r y  a r b i t r a t o r  a n d  g r a n t e d  A T U  

a n d  G C I C C  a n  e x t e n s i o n  o f  t i m e  t o  r e s p o n d  t o  t h e  p e t i t i o n  t o  

i n t e r v e n e  f i l e d  b y  A l a s c o m ,  I n c .  d / b / a  AT & T  A l a s c o m  (A T & T  

A l a s c o m ) .

O n  O c t o b e r  4 ,  1 9 9 6 ,  t h e  C o m m i s s i o n  i s s u e d  a n  o r a l  B e n c h  

O r d e r  d e n y i n g  A T & T  A l a s c o m ' s  p e t i t i o n  t o  i n t e r v e n e .  T h a t  o r a l  

B e n c h  O r d e r  w a s  a f f i r m e d  b y  O r d e r  U - 9 6 - 8 9 ( 4 ) ,  d a t e d  N o v e m b e r  1 8 ,  

1 9 9 6 .

B y  O r d e r  U - 9 6 - 8 9 ( 5 ) ,  d a t e d  N o v e m b e r  2 2 ,  1 9 9 6 ,  t h e  C o m ­

m i s s i o n  d e t e r m i n e d  t h a t  t h e  p a r t i e s  w o u l d  b e  p e r m i t t e d  t o  p r e s e n t  

o r a l  a n d  w r i t t e n  c o m m e n t  r e g a r d i n g  t h e  a r b i t r a t o r ' s  r e c o m m e n d e d  

d e c i s i o n .  T h e  C o m m i s s i o n  a l s o  s c h e d u l e d  a  p r e h e a r i n g  c o n f e r e n c e  

f o r  N o v e m b e r  2 6 ,  1 9 9 6 ,  t o  s e t  a  p r o c e d u r a l  s c h e d u l e  f o r  t h e

p r e s e n t a t i o n  o f  o r a l  a n d  w r i t t e n  c o m m e n t s  r e g a r d i n g  t h e  

a r b i t r a t o r ' s  r e c o m m e n d e d  d e c i s i o n .

B y  O r d e r  U - 9 6 - 8 9 ( 6 ) ,  d a t e d  N o v e m b e r  2 9 ,  1 9 9 6 ,  t h e

C o m m i s s i o n  e s t a b l i s h e d  d e a d l i n e s  f o r  t h e  p r e s e n t a t i o n  o f  o r a l  

a r g u m e n t  ( D e c e m b e r  1 0 ,  1 9 9 6 ) ,  w r i t t e n  c o m m e n t s  ( D e c e m b e r  3 ,  1 9 9 6 ) ,
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a r b i t r a t o r ' s  r e c o m m e n d e d  d e c i s i o n s .  T h e  C o m m i s s i o n  a l s o  d e t e r ­

m i n e d  t h a t  t h e  d e a d l i n e  f o r  a p p r o v a l  o f  a  f i n a l  a r b i t r a t i o n  

a g r e e m e n t  w o u l d  b e  D e c e m b e r  1 5 ,  1 9 9 6 ,  a n d  t h a t  t h e  C o m m i s s i o n ,  a s  

f i n a l  a r b i t r a t o r s ,  w o u l d  i s s u e  a  f i n a l  a r b i t r a t i o n  a g r e e m e n t  b y  

t h a t  d e a d l i n e .

I n  t h e i r  s e p a r a t e  c o m m e n t s  A T U  a n d  G C I C C  b o t h  i n d i c a t e d

t h a t  t h e y  d i d  n o t  i n t e n d  t o  c h a l l e n g e  a n y  o f  t h e  i n d i v i d u a l

r e c o m m e n d a t i o n s  ( a w a r d s )  o f  t h e  p r i m a r y  a r b i t r a t o r .  B o t h  p a r t i e s

a l s o  a c k n o w l e d g e d  t h e i r  u n d e r s t a n d i n g  t h a t  t h e  p r o p o s e d  r a t e s  a r e

t e m p o r a r y  i n  n a t u r e  a n d  w i l l  b e  s u b j e c t  t o  f u r t h e r  r e v i e w :

F u l l  s t u d i e s  a n d  f u t u r e  p r o c e e d i n g s ,  i n  t h e  C o u r t s ,  
b e f o r e  t h e  [ F e d e r a l  C o m m u n i c a t i o n  C o m m i s s i o n  ( F C C ) ] a n d  
t h i s  C o m m i s s i o n ,  w i l l  d i c t a t e  c h a n g e s  i n  t h e  u l t i m a t e  
s t r u c t u r e .  ( G C I C C ' s  D i s c u s s i o n  o f  I d e n t i f i e d  I s s u e s ,  
D e c e m b e r  3 ,  1 9 9 6 ,  p .  2 . )

a n d  r e p l y  c o m m e n t s  ( D e c e m b e r  5, 1 9 9 6 ) ,  r e g a r d i n g  t h e  p r i m a r y
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G C I C C ' s  c o m m e n t s  i n c l u d e  a  r e v i e w  o f  e a c h  i s s u e ,  

i n c l u d i n g :  a  s u m m a r y  o f  e a c h  p a r t y ' s  p o s i t i o n  a n d  t h e  a r b i t r a ­

t o r ' s  a w a r d ;  a n d  a  d i s c u s s i o n  o f  w h y  t h e  a r b i t r a t o r ' s  a w a r d s  a s  

i n c o r p o r a t e d  i n t o  t h e  p a r t i e s '  p r o p o s e d  " I n t e r c o n n e c t i o n  

A g r e e m e n t "  w o u l d  b e  i n  c o m p l i a n c e  w i t h  S e c t i o n  2 5 2 ( c )  i f  a p p r o v e d  

b y  t h e  C o m m i s s i o n . 2 A T U  c o n c u r r e d  w i t h  G C I C C ' s  c o m m e n t s  w i t h  t h e  

e x c e p t i o n  o f  t h e  t w o  i t e m s  ( c o l l o c a t i o n  a n d  r i g h t s - o f - w a y )  

d i s c u s s e d  b e l o w .  A T U  a l s o  s t a t e d  t h a t  s u b j e c t  t o  f u r t h e r  r e v i e w  

i t  b e l i e v e d  t h a t  t h e  I n t e r c o n n e c t i o n  A g r e e m e n t  w a s  a c c e p t a b l e . 3

2ATU s t a t e d  t h a t  i t  f o u n d  t h e  I n t e r c o n n e c t i o n  A g r e e m e n t  t o  b e  
a c c e p t a b l e ,  s u b j e c t  t o  a  f i n a l  r e v i e w .

30 n  D e c e m b e r  1 2 ,  1 9 9 6 ,  G C I C C  f i l e d  a n  E r r a t a  a s  t o  I n t e r c o n ­
n e c t i o n  A g r e e m e n t , w h i c h  m a d e  c o r r e c t i o n s  t o  E x h i b i t s  A  a n d  N  o f  
t h e  I n t e r c o n n e c t i o n  A g r e e m e n c .  G C I C C  s t a t e d  t h a t  t h e  c o r r e c t e d  
p a g e s  h a d  b e e n  d i s c u s s e d  w i t h ,  a n d  r e v i e w e d  b y ,  A T U .
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D e s p i t e  t h e  p a r t i e s  a g r e e m e n t  " t o  a c c e p t  t h e  d e c i s i o n s  

o f  t h e  p r i m a r y  a r b i t r a t o r ,  1,4 t h e y  d i s a g r e e d  o n  t h e  i n t e r p r e t a t i o n  

o f  t w o  o f  t h e  p r i m a r y  a r b i t r a t o r ' s  d e c i s i o n s  r e g a r d i n g  I s s u e  N o .  4  

( c o l l o c a t i o n )  a n d  I s s u e  N o .  1 1  ( r i g h t s - o f - w a y ) . T h e  d i s a g r e e m e n t  

r e g a r d i n g  c o l l o c a t i o n  i n v o l v e d  w h a t  t y p e  o f  e q u i p m e n t  c a n  b e  

c o l l o c a t e d  a t  A T U ' s  p r e m i s e s .  A T U ' s  p o s i t i o n  i s  t h a t  G C I C C  i s  

e n t i t l e d  t o  p h y s i c a l  c o l l o c a t i o n  o f  e q u i p m e n t  n e c e s s a r y  f o r  

i n t e r c o n n e c t i o n  o r  a c c e s s  t o  u n b u n d l e d  n e t w o r k  e l e m e n t s ,  b u t  . i s  

n o t  e n t i t l e d  t o  c o l l o c a t e  s w i t c h i n g  e q u i p m e n t  o r  e q u i p m e n t  u s e d  

t o  p r o v i d e  e n h a n c e d  s e r v i c e s .  A T U  a l s o  s t a t e d  t h a t  G C I C C  s h o u l d  

h a v e  t h e  b u r d e n  t o  p r o v e  t h a t  i t s  c o l l o c a t e d  e q u i p m e n t  i s  n o t  

s w i t c h i n g  e q u i p m e n t  w i t h i n  t h e  m e a n i n g  o f  4 7  C . F . R .  3 2 3 ( c ) .  G C I C C  

r e p l i e d  t h a t  A T U  s h o u l d  h a v e  r a i s e d  t h i s  i s s u e  a t  a n  e a r l i e r  d a t e ,  

a n d ,  i n  a n y  c a s e ,  t h e  e q u i p m e n t  i s  c o n s i s t e n t  w i t h  4 7  C . F . R .  

3 2 3 ( c ) .

T h e  d i s a g r e e m e n t  r e g a r d i n g  r i g h t s - o f - w a y  c o n c e r n e d  t h e  

r e a l  p r o p e r t y  w h e r e  A T U ' s  w i r e  c e n t e r s  a r e  l o c a t e d .  A T U ' s  u n d e r ­

s t a n d i n g  o f  t h e  a r b i t r a t o r ' s  d e c i s i o n  w a s  t h a t  t h e  r e a l  p r o p e r t y  

h a d  b e e n  f o u n d  t o  h a v e  a n  i m p l i e d  " r i g h t - o f - w a y "  o r  e a s e m e n t  f o r  

G C I C C  t o  h a v e  a c c e s s  t o  A T U ' s  d i s t r i b u t i o n  n e t w o r k  b u t  t h e  p h y s i ­

c a l  s p a c e  a n d  p r o p e r t y  a c t u a l l y  u t i l i z e d  s h o u l d  b e  n o  g r e a t e r  t h a n  

t h a t  o c c u p i e d  b y  A T U ' s  d i s t r i b u t i o n  c a b l e s  a n d  c o n d u i t  i n  t h a t  

l o c a t i o n  a n d  t h a t  u s a g e  i n  t h a t  s p a c e  s h o u l d  b e  l i m i t e d  t o  h o w  A T U  

u s e s  i t .  G C I C C  c o m m e n t e d  t h a t  " A T U  w i s h e s  . . .  t o  i n t e r p r e t  t h i s  

[ t h e  a r b i t r a t o r ' s  d e c i s i o n  a s  r e f l e c t e d  i n  E x h i b i t  J ]  t o  r e t a i n

4A T U ' s  C o m m e n t s  o n  P r i m a r y  A r b i t r a t o r ' s  P r o p o s e d  D e c i s i o n s ,  
D e Q 6 m B S 3 ( - 8 j , - l $ 2 0 / l £ / 9 & )
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i t s  'd o n u t '  o f  in a c c e s s ib l e  ground and p re c lu d e  u ses  c o n s i s t e n t  

w ith  ATU's own u ses  of i t s  r ig h ts -o f -w a y  and p ro p e r ty ."  (GCICC's 

D isc u ss io n  o f  I d e n t i f i e d  I s s u e s ,  December 3, 1996, p . 19.)

By Order U -96-89(7), da ted  December 6, 1996, th e  Commis­

s io n  no ted  t h a t  one o f  i t s  o b l ig a t io n s  under The Act, to  "p rov ide  

a sc h ed u le  f o r  im p lem en ta tion  o f  th e  te rm s and c o n d i t io n s  by th e  

p a r t i e s  to  th e  agreement" (47 U.S.C. 252(c) (3 )) ,  was no t r e s o lv e d  

under th e  a u s p ic e s  o f  th e  p rim ary  a r b i t r a t o r .  As a r e s u l t ,  th e  

Commission d i r e c t e d  th e  p a r t i e s  to  f i l e ,  j o i n t l y  o r  s e p a r a te ly ,  

a p roposed  im p lem en ta tio n  sc h ed u le .

In  i t s  comments in  r e p ly  to  Order U -96-89(7), ATU 

s t a t e d  i t s  b e l i e f  t h a t  th e  w ho lesa le  market cou ld  be opened f o r  

co m p e ti t io n  upon is su a n c e  of a f i n a l  o rd e r  by th e  Commission t e n ­

t a t i v e l y  schedu led  f o r  January  15, 1997, bu t t h a t  commencement o f  

f a c i l i t i e s - b a s e d  co m petition  would have to  aw ait Commission a c t io n  

on ac ce ss  charge  and u n iv e r s a l  s e rv ic e  reform . GCICC s t a t e d  t h a t  

th e  a p p l i c a t i o n  o f  an immediate e f f e c t i v e  d a te  and th e  in c o rp o ra ­

t i o n  of th e  p r im ary  a r b i t r a t o r ' s  awards i n to  th e  In te r c o n n e c t io n  

Agreement ad e q u a te ly  addressed  th e  Commission's s t a tu to r y  r e q u i r e ­

ments r e g a rd in g  an im p lem en ta tion  s c h e d u le .

D isc u ss io n

I .  THE PR IM A R Y  A R B IT R A T O R

The p r im ary  a r b i t r a t o r  o p e ra te d  under a " f i n a l  o f f e r "  

method o f  a r b i t r a t i o n  as d e t a i l e d  in  th e  p a r t i e s '  Agreed A r b i t r a ­

t i o n  Model, f i l e d  September 30, 1996. T his  method used  w r i t t e n
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" o f fe r s "  and r e p ly  comments and, when n e c essa ry ,  a f f i d a v i t s ,  s i t e  

v i s i t s ,  and form al h e a r in g s  f o r  th e  p r e s e n ta t i o n  o f  ev idence  and 

o r a l  argument. The p rim ary  a r b i t r a t o r ' s  recommended d e c is io n s  on 

an in d iv id u a l  i s s u e  o r  su b is su e  b a s i s  were f i l e d  w ith  th e  Commis­

s io n  as  re n d e red  between November 12 and November 27, 1996.

I I .  A R B IT R A T E D  IS S U E S

I s s u e  No. 1: S c o pe  o f  s e r v i c e  e l i g i b l e  f o r  w h o l e s a l e
d i s c o u n t

Background

T his i s s u e  in v o lv e d  th e  scope o f  ATU's s e r v ic e s  t h a t  

should  be a v a i la b le  f o r  r e s a le  a t  w holesale  r a t e s .  ATU's p o s i t io n  

was t h a t  on ly  i t s  c u r r e n t ly  t a r i f f e d  s e rv ic e  o f f e r in g s ,  exc lud ing  

such o f f e r in g s  as  " g ra n d fa th e re d "  s e r v i c e s ,  sh o u ld  be a v a i l a b l e  

f o r  r e s a l e .  GCICC's p o s i t i o n  was t h a t  a l l  ATU s e r v ic e s  shou ld  be 

s u b je c t  t o  r e s a l e  a t  w ho lesa le  r a t e s ,  ex cep t p rom otions o f  l e s s  

th a n  n in e ty  days and m e a n s - te s te d  o f f e r i n g s .

On November 11, 1996, th e  p r im ary  a r b i t r a t o r  i s s u e d  an

award on t h i s  i s s u e  in  f a v o r  o f  GCICC. Among o th e r  th in g s ,  th e

p r im ary  a r b i t r a t o r  concluded  t h a t :
GCI' s p roposed  d e c i s io n  more c l o s e l y  fo l lo w s  th e  
f in d in g s ,  d e c i s io n s ,  and r a t i o n a l e  a r t i c u l a t e d  by th e  
F e d e ra l  Communications Commission (FCC) in  i t s  F i r s t  
R eport and Order, In  th e  M atte r  of Im plem enta tion  o f  th e  
Local C om petition  P ro v is io n s  in  th e  Telecom m unications 
Act o f  1996, Docket No. FCC96-325 (8 /1 /96 )  ( h e r e a f t e r
" F i r s t  R eport and O rd e r" ) ,  p a ra g rap h s  863-877 and 935- 
971, as  w ell as in  47 C.F.R. 51.613 and 51.615, than  does 
ATU's p roposed  d e c i s io n .
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A copy o f  th e  award i s  a t ta c h e d  to  t h i s  Order as Appendix A and, 

by t h i s  r e f e r e n c e ,  i s  in c o rp o ra te d  h e re in .

D isc u ss io n

Based on i t s  rev iew  o f  th e  re co rd  in  t h i s  p ro ceed in g , 

th e  Commission concurs w ith  th e  p rim ary  a r b i t r a t o r ' s  recommenda­

t i o n  to  adop t th e  scope o f  s e r v ic e s  e l i g i b l e  f o r  r e s a l e  as  s e t  

f o r th  in  GCICC's Proposed D ecision  on th e  Scope of S erv ices  E l i g i ­

b le  f o r  R esale a t  Wholesale R ates, October 11, 1996, a t  pages 1-2.

A cco rd ing ly , th e  Commission a c c e p ts  th e  p rim ary  a r b i t r a t o r ' s  

award to  GCICC re g a rd in g  th e  scope o f  th e  s e rv ic e s  e l i g i b l e  f o r  

r e s a l e .  The p rim ary  a r b i t r a t o r ' s  award i s  adop ted  as  th e  

Commission's f in d in g s  o f  f a c t  and co n c lu s io n s  of law. Acceptance 

of th e  award i s  s u b je c t  to  th e  e x p re ss  c o n d i t io n  t h a t ,  f o r  th e  

purpose o f  e s t a b l i s h i n g  th e  s e r v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  

f u tu r e ,  no i s s u e  shou ld  be c o n s id e re d  to  have been f i n a l l y  

determ ined  o r  a d ju d ic a te d  by v i r t u e  of Commission accep tan c e  o f  

th e  award.

I s s u e  No. 2:  W h o le s a le  D i s c o u n t  R a te

Background

T his is s u e  in v o lv e d  th e  r a t e  o f w ho lesa le  d is c o u n t  on 

ATU's s e rv ic e s  a v a i la b le  f o r  r e s a le  a t  w holesale r a t e s .  Both p a r ­

t i e s  proposed s im i la r  w holesale  d isco u n t r a t e s  a f t e r  th e  f i r s t  two 

yea rs  o f com petition ; however, GCICC proposed a s in g le  r a t e  (23.52 

percen t)  t h a t  would go in to  e f f e c t  immediately, w hile  ATU proposed
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a p h a s e d - in  approach w ith  a r a t e  of 8 .7  p e rc e n t  in  y e a r  one, 17.4 

p e r c e n t  in  y e a r  two, and 2 6 .1  p e rc e n t  in  y e a r  t h r e e  and 

t h e r e a f t e r .

On November 20, 1996, th e  p r im ary  a r b i t r a t o r  i s s u e d  an 

award on t h i s  i s s u e  in  favo r of ATU. S ec tio n  2 5 2 (d ) (3) o f The Act 

r e q u i r e s  w h o lesa le  r a t e s  to  be based  on r e t a i l  r a t e s  "ex c lu d in g  

th e  p o r t i o n  th e r e o f  a t t r i b u t a b l e  to  any m ark e tin g , b i l l i n g ,  

c o l l e c t i o n ,  and o th e r  c o s t s  t h a t  w i l l  be a v o id e d ."  The p rim ary  

a r b i t r a t o r  no ted  t h a t  th e  p a r t i e s  agreed th a t  th e  s t a t u t o r y  r e f e r ­

ence to  c o s ts  th a t  "w il l  be avoided" should  be in t e r p r e t e d  to  mean 

c o s t s  t h a t  " re a so n a b ly  can be a v o id ed ."  Based upon t h i s  

i n t e r p r e t a t i o n  and upon evidence p re se n te d  by ATU t h a t  i t  w i l l  be 

d i f f i c u l t  to  avoid  a l l  u l t im a te ly  avo idab le  c o s ts  w ith in  th e  f i r s t  

two y e a r s ,  th e  p r im ary  a r b i t r a t o r  de te rm ined  t h a t  ATU's p o s i t i o n  

was more r e a s o n a b le .

A copy o f  th e  award i s  a t t a c h e d  to  t h i s  O rder as  

Appendix B and, by t h i s  r e f e r e n c e ,  i s  in c o rp o ra te d  h e r e in .
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Based on i t s  review  of th e  re c o rd  in  t h i s  p ro c e e d in g ,  

th e  Commission concurs  w ith  th e  p rim ary  a r b i t r a t o r ' s  recom­

mendation on t h i s  i s s u e .  A ccordingly , th e  Commission a c c e p ts  th e  

prim ary a r b i t r a t o r ' s  award to  ATU re g a rd in g  th e  w ho lesa le  r a t e  of 

d is c o u n t .  The p r im ary  a r b i t r a t o r ' s  award i s  adopted  as  th e  Com­

m is s io n 's  f in d in g s  o f  f a c t  and co n c lu s io n s  o f  law. I t  i s  a l s o  

no ted  t h a t  b o th  ATU and GCICC have ag reed  t h a t  th e  w h o lesa le  

d isc o u n t  r a t e  i s  t o  be an in te r im  r a t e .  Acceptance o f  th e  award 

i s  s u b je c t  to  th e  ex p re s s  c o n d i t io n  t h a t ,  f o r  th e  pu rpose  of 

e s t a b l i s h i n g  th e  s e r v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u t u r e ,  no 

is s u e  sh ou ld  be co n s id e re d  to  have been f i n a l l y  d e te rm in ed  o r  

a d ju d ic a te d  by v i r t u e  of Commission accep tan ce  o f  th e  award.

I s s u e  No.  3: D e f i n i t i o n  o f  Unbundled  N e tw o r k  E l e m e n t s

Background

D i s c u s s i o n

U - 9 6 - 8 9 ( 8 )  -  ( 1 2 / 1 6 / 9 6 )
P a g e  1 0  o f  2 9



This is s u e  invo lved  th e  d e f i n i t i o n  o f  unbundled network 

e lem en ts ,  s p e c i f i c a l l y :  lo o p s , t r a n s p o r t ,  sw itc h in g ,  s ig n a l in g ,

and d i r e c t o r y  a s s i s t a n c e .  GCICC's p o s i t i o n s  on th e s e  i s s u e s  

t r a c k e d  a lm ost e x a c t ly  w ith  th e  FCC's i n t e r p r e t a t i o n s  o f  S e c t io n  

251 o f  th e  A ct. ATU's p o s i t i o n  e s s e n t i a l l y  ag reed  w ith  GCICC's 

d e f i n i t i o n s  o f  s ig n a l in g  and d i r e c t o r y  a s s i s t a n c e  b u t  in c lu d e d  

more r e s t r i c t i v e  d e f i n i t i o n s  f o r  loops , t r a n s p o r t ,  and sw itc h in g .

The p r im ary  a r b i t r a t o r  awarded in  fa v o r  o f  GCICC on t r a n s p o r t , 5 

s w i t c h in g ,6 and d i r e c t o r y  a s s i s t a n c e , 7 in  fa v o r  of ATU on s i g ­

n a l i n g . 8 The a r b i t r a t o r ' s  award on loops  adop ted  a m utual s t i p ­

5"GCI's p roposed  o f f e r  b e t t e r  s e rv e s  th e  p ro -c o m p e t i t io n  
p u rposes  of th e  Telecommunications Act and more c lo s e ly  resem bles  
th e  FCC's F i r s t  Report and Order a t  p a rag rap h s  439-449 ."  Glenn 
Cravez, Award Regarding Unbundled Elem ents - D e f in i t i o n s :  
T ra n sp o r t  - I s su e  No. 3A2, p . 2.

6"[T]he p r im ary  d i f f e r e n c e  between th e  p a r t i e s  on th e  
d e f i n i t i o n  f o r  th e  unbundled sw itch in g  elem ent i s  w hether ' v e r t i ­
c a l  f e a t u r e s ' "  (such as  custom c a l l i n g ,  CLASS f e a t u r e s ,  and 
Centrex) a re  inc luded  in  th e  sw itch ing  o f f e r .  ATU argues t h a t  the  
v e r t i c a l  f e a tu re s  should  not be inc luded , and GCI argues t h a t  they  
sh o u ld  be in c lu d e d .

The FCC has concluded t h a t  v e r t i c a l  f e a t u r e s  sh o u ld  be 
in c lu d e d ."  Glenn Cravez, Award R egarding Unbundled E lem ents - 
D e f i n i t i o n s :  S w itch ing  - I s s u e  No. 3A3. p . 1.

7"In  ATU's Reply Comments on Unbundled Elem ents, O ctober 30, 
1996, a t  page 5, ATU in d ic a te d  t h a t  ' f o r  now, ATU can ag re e  w ith  
th e  d e f i n i t i o n  p ro v id ed  by G C I. '"  Glenn Cravez, Award Regarding 
Unbundled Elem ents - D e f in i t i o n s :  D ir e c to ry  A s s is ta n c e  - I s su e  
No. 3A4, p . 1.

8"There a r e  no m a te r ia l  d isag re em en ts  between th e  p a r t i e s  
abou t th e  d e f i n i t i o n  f o r  t h i s  e lem en t. ATU's o f f e r  in c lu d e s  a 
d iagram  o f  th e  SS7 network a r c h i t e c t u r e . "  Glenn Cravez, Award 
R egard ing  Unbundled Elem ents - D e f in i t i o n s :  S ig n a l in g  - I s su e
No. 3A3. p . 1.
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u la t io n  of th e  p a r t i e s  t h a t  r e f l e c t e d  a compromise as  to  te c h n ic a l  

f e a s i b i l i t y .  The compromise reco g n izes  t h a t  approx im ate ly  960 (or 

3 percen t)  o f ATU's access  l i n e s  in c o rp o ra te  d a ted  techno logy  t h a t  

makes th e  unbundling  of loops p ro b le m a tic ,  and ATU has ag reed  no t 

to  f u r th e r  deploy t h i s  type of l im i te d  a r c h i t e c tu r e  in  th e  f u tu r e .

Copies o f  th e  award d is c u s s e d  above a re  combined and 

a t ta c h e d  to  t h i s  O rder as  Appendix C; which, by t h i s  r e f e r e n c e ,  

i s  in c o rp o ra te d  h e r e in .

D isc u ss io n

Based on i t s  rev iew  o f  th e  re c o rd  in  t h i s  p ro c e e d in g ,  

th e  Commission concu rs  w ith  each  o f  th e  p r im ary  a r b i t r a t o r ' s  

s e p a r a te  recom mendations on t h i s  i s s u e .  A cco rd ing ly , th e  Com­

m iss io n  a c c e p ts  th e  p rim ary  a r b i t r a t o r ' s  awards r e g a rd in g  th e  

d e f i n i t i o n s  o f  th e  unbundle netw ork e lem en ts :  lo o p s , t r a n s p o r t ,

sw itc h in g ,  s ig n a l in g ,  and d i r e c t o r y  a s s i s t a n c e .  The p r im ary  

a r b i t r a t o r ' s  award i s  adopted as  th e  Commission's f in d in g s  of f a c t  

and co n c lu s io n s  of law. Acceptance of th e  award i s  s u b je c t  to  th e  

ex p res s  c o n d i t io n  t h a t ,  f o r  th e  purpose  of e s t a b l i s h i n g  th e  s e r ­

v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  no i s s u e  sh o u ld  be 

c o n s id e re d  t o  have been f i n a l l y  d e te rm in ed  o r  a d ju d ic a te d  by 

v i r t u e  o f  Commission ac ce p tan c e  o f  th e  award.

I s s u e  No. 4: C o l l o c a t i o n

Background
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This i s s u e  ad d res sed  th e  scope of ATU's c o l lo c a t io n  

o b l ig a t io n s ,  which in c lu d e d  th e  fo l lo w in g  th r e e  s u b is s u e s :  th e  

a v a i l a b i l i t y  of p h y s ic a l  c o l lo c a t io n  a t  ATU's p rem ises ;  th e  le g a l  

d e f i n i t i o n  of "p rem ises" ;  and th e  p r i c in g  and term s under  which 

GCICC w i l l  be a llow ed  to  c o l lo c a t e .

A) D e f in i t i o n  o f  p rem ises :

According t o  th e  FCC,

'P re m ise s ' r e f e r s  to  an incumbent [ lo c a l  exchange 
c a r r i e r ' s  (LEC's)] c e n t r a l  o f f i c e s  and s e rv in g  w ire  
c e n te r s ,  as  w ell as  a l l  b u i ld in g s  o r  s i m i l a r  s t r u c t u r e s  
owned o r  le a s e d  by an incumbent LEC t h a t  house i t s  
network f a c i l i t i e s ,  and a l l  s t r u c t u r e s  t h a t  house 
incumbent LEC f a c i l i t i e s  on p u b l ic  r ig h t s - o f - w a y ,  
in c lu d in g  b u t no t l im i te d  to  v a u l t s  c o n ta in in g  loop 
c o n c e n t r a to r s  o r  s i m i l a r  s t r u c t u r e s .

The p r i n c i p a l  d isag reem en t w ith  r e g a rd  to  th e  d e f i n i t i o n  of 

p rem ises  c e n te re d  on w hether th e  FCC's d e f i n i t i o n  o f  p rem ises  

sh ou ld  be i n t e r p r e t e d  more b ro a d ly ,  as  p roposed  by GCICC, to  

in c lu d e  "any unused and u sa b le  ATU p ro p e r ty  a d ja c e n t  t o  th e  

s t r u c tu r e s "  o r  l e s s  b ro ad ly  as proposed by ATU to  in c lu d e  on ly  th e  

b u i ld in g s  and s t r u c t u r e s .  Based upon an FCC co n c lu s io n 9 t h a t  LECs 

shou ld  n o t be re q u ir e d  to  le a s e  o r  c o n s t ru c t  a d d i t io n a l  space f o r  

c o l lo c a t io n  when e x i s t in g  space i s  used up because th e  co m p e ti t iv e  

LEC has r e c o u rse  to  v i r t u a l  c o l lo c a t io n ,  th e  p r im ary  a r b i t r a t o r  

d e te rm in ed  t h a t  GCICC's p ro p o sa l  was to o  b road  and awarded t h i s  

s u b is s u e  to  ATU.

B) A v a i l a b i l i t y  of p h y s ic a l  c o l l o c a t i o n  a t  p re m ise s :

9FCC F i r s t  Report and Order a t  p a rag rap h  585; s e e  a l s o  47 
UrF6R89$fB) 323 (fJ/ljB /96)
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ATU's p o s i t io n  was th a t  p h y s ic a l  c o l lo c a t io n  was a v a i l ­

a b le  on ly  a t  th e  N orth  and E ast w ire  c e n te r s .  GCICC's p o s i t i o n  

was t h a t  p h y s ic a l  c o l lo c a t io n  was a v a i l a b le  a t  a l l  th e  lo c a t io n s  

a t  which i t  sought c o l lo c a t io n :  C e n tra l ,  E a s t ,  N orth , South,

West, R abb it  Creek, and O 'M alley w ire  c e n te r s .  The p rim ary  

a r b i t r a t o r  determ ined  t h a t  space was a v a i la b le  f o r  c o l lo c a t io n  a t  

a l l  th e  w ire  c e n te r s  ex cep t C e n tra l  and O 'M alley.

C) P r ic e  o f  p h y s ic a l  c o l lo c a t io n :

Based upon mutual s t i p u l a t i o n  of th e  p a r t i e s ,  th e  

p rim ary  a r b i t r a t o r  awarded a r a t e  of $5 p e r  squa re  fo o t  f o r  

c o l lo c a te d  space , p lu s  an a d d i t io n a l  $71 p e r  month f o r  each 

15 ampere increm en t o f  power.

A copy of th e  c o l lo c a t io n  award i s  a t t a c h e d  to  t h i s  

Order as  Appendix D and, by t h i s  r e f e r e n c e ,  i s  in c o rp o r a te d  

h e r e in .
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A) D e f in i t i o n  o f  p rem ises :

Based on i t s  rev iew  of th e  r e c o rd  in  t h i s  p ro cee d in g , 

th e  Commission concurs  w ith  th e  p rim ary  a r b i t r a t o r ' s  s e p a r a te  

recommendations on t h i s  s u b is s u e .  A cco rd in g ly , th e  Commission 

a c c e p ts  th e  prim ary  a r b i t r a t o r ' s  awards r e g a rd in g  th e  d e f i n i t i o n s  

of p rem ises , s u b je c t  to  th e  fo llo w in g  c l a r i f i c a t i o n .  The Commis­

s io n  i n t e r p r e t s  "prem ises" n o t  to  mean m ere ly  th e  a c tu a l  room 

c o n ta in in g  th e  sw itch  and main d i s t r i b u t i o n  frame b u t  r a t h e r  to  

in c lu d e ,  a t  a minimum, any a re a  w i th in  o r  on th e  b u i ld in g s  and 

s t r u c t u r e s  r e f e re n c e d  in  th e  FCC d e f i n i t i o n  o f  "p re m ise s ."

A cco rd ing ly , as  c l a r i f i e d ,  th e  p r im ary  a r b i t r a t o r ' s  

award i s  adopted as th e  Commission's f in d in g s  of f a c t  and c o n c lu ­

s io n s  o f  law. A cceptance of th e  award i s  s u b je c t  to  th e  ex p re s s  

c o n d i t io n  t h a t ,  f o r  th e  purpose of e s t a b l i s h in g  th e  s e r v ic e s  e l i ­

g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  no i s s u e  shou ld  be c o n s id e re d  to  

have been f i n a l l y  de term ined  o r  a d ju d ic a te d  by v i r t u e  of Commis­

s io n  acce p tan c e  o f  th e  award.

B) A v a i l a b i l i t y  o f  p h y s ic a l  c o l l o c a t i o n  a t  p re m ise s :

Based on i t s  rev iew  of th e  r e c o rd  in  t h i s  p ro cee d in g , 

th e  Commission concurs w ith , and ac c e p ts ,  th e  prim ary  a r b i t r a t o r ' s  

recommendations r e g a rd in g  th e  fo l lo w in g  w ire  c e n te r s :  N orth ,

E a s t ,  South , West, and R abbit Creek. The p r im ary  a r b i t r a t o r ' s  

award re g a rd in g  th e se  w ire  c e n te r s  i s  adop ted  as th e  Commission's 

f in d in g s  o f  f a c t  and c o n c lu s io n s  o f  law . A cceptance o f  t h i s

D i s c u s s i o n :
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awards i s  s u b je c t  to  th e  ex p ress  c o n d i t io n  t h a t ,  f o r  th e  purpose  

of e s t a b l i s h i n g  th e  s e rv ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  

no is s u e  shou ld  be co n s id e red  to  have been f i n a l l y  de term ined  o r  

a d ju d ic a te d  by v i r t u e  of Commission accep tan ce  o f  th e  award.

A lthough th e  Commission ag re e s  w ith  th e  p rim ary  a r b i ­

t r a t o r ' s  d e c is io n  th a t  space i s  a v a i la b le  a t  most w ire c e n te r s  f o r  

p h y s ic a l  c o l lo c a t io n ,  th e  p rim ary  a r b i t r a t o r ' s  d e c is io n  re g a rd in g  

th e  is s u e  of space  f o r  c o l lo c a t io n  a t  th e  C e n tra l  and O 'M alley 

w ire c e n te r s  i s  n o t accep ted . In  l i g h t  o f th e  Commission's c l a r ­

i f i c a t i o n  o f  th e  d e f i n i t i o n  of "p rem ises ,"  th e  Commission f in d s  

t h a t  ATU has a d u ty  to  p ro v id e  space f o r  c o l lo c a t io n  a t  th e  

C e n tra l  and O 'M alley w ire  c e n te r s .  However, i f  ATU w ishes to  

dem onstrate  to  th e  Commission t h a t  space i s  n o t a v a i l a b le ,  i t  may 

do so .

C) P r ic e  of p h y s ic a l  c o l lo c a t io n :

Based on i t s  review  o f  th e  re c o rd  in  t h i s  p ro cee d in g , 

th e  Commission concurs  w ith  th e  p rim ary  a r b i t r a t o r ' s  recom­

mendation on t h i s  su b is s u e .  A ccord ing ly , th e  Commission a c c e p ts  

the  prim ary a r b i t r a t o r ' s  award reg ard in g  th e  p r ic e  of c o l lo c a t io n .

The p rim ary  a r b i t r a t o r ' s  award i s  adopted  as  th e  Commission 's 

f in d in g s  of f a c t  and co n c lu s io n s  of law. Acceptance o f  th e  award 

i s  s u b je c t  t o  th e  ex p ress  c o n d i t io n  t h a t ,  f o r  th e  purpose  of 

e s t a b l i s h in g  th e  s e r v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  no 

i s s u e  shou ld  be c o n s id e red  to  have been f i n a l l y  de te rm ined  o r  

a d ju d ic a te d  by v i r t u e  o f  Commission a cce p tan c e  of th e  award.
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D) Type o f  equipment to  be c o l lo c a te d  f o r  p u rp o ses  of 
i n te r c o n n e c t io n  and a c c e ss  to  unbundled e lem en ts :

As no ted  in  th e  i n t r o d u c t io n  s e c t io n  o f  t h i s  O rder, 

fo l lo w in g  th e  a r b i t r a t o r ' s  award on c o l lo c a t io n  a d i s p u te  a ro se  

r e g a rd in g  th e  type  of equipment to  be lo c a te d  a t  th e  incumbent 

lo c a l  exchange c a r r i e r ' s  (ILEC's) p rem ises . The Commission f in d s  

t h a t  equipment f o r  in te rc o n n e c t io n  i s  allow ed to  be c o l lo c a te d  in  

o r  on th e  prem ises  of th e  ILEC. Furtherm ore, i f  th e  ILEC o b je c t s  

t h a t  a p a r t i c u l a r  p ie c e  o f  equipment i s  n o t a llow ed  to  be c o l l o ­

c a te d  p u rsu a n t  to  The Act and subsequen t r u l e s  and r e g u la t i o n s  

ad o p ted  by th e  FCC, then  th e  ILEC i s  o b l ig a te d  to  d em o n s tra te  to  

th e  Commission t h a t  th e  equipment i s  no t "necessa ry"  (as d e f in e d  

by th e  FCC's F i r s t  Report and Order a t  p a rag rap h  579) w i th in  a 

r e a s o n a b le  tim e o f  hav ing  n o t i c e  of th e  p roposed  equipm ent.

A ccord ingly , th e  Commission adopts  E x h ib i t  K ( i i)  to  th e  

I n te r c o n n e c t io n  Agreement as  more r e f l e c t i v e  o f  th e  te rm in o lo g y  

i n  47 C.F.R. 5 1 .5 .  However, n e i t h e r  p a r ty  shou ld  conclude  t h a t  

th e  type of equipment ( i . e . ,  remote te rm in a l equipment) t h a t  GCICC 

has proposed  to  c o l lo c a te  a t  ATU's p rem ises i s  no t p e rm i t te d .  To 

th e  c o n t r a ry ,  ATU has th e  burden  to  show t h a t  i t  sh o u ld  n o t  be 

a l lo w ed .

I s s u e  No. 5: P r i c i n g  o f  u n b u n d le d  n e t w o r k  e l e m e n t
p r i c i n g

Background
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T his i s s u e  focused  on th e  i n i t i a l  p r i c in g  o f  ATU's 

unbundled network e lem en ts . ATU's p ro p o sa l  was based l a r g e l y  on 

i t s  e x i s t i n g  lo c a l  and i n t e r s t a t e  access  t a r i f f s ,  w ithou t a d j u s t ­

ment. GCICC's p roposed  r a t e s  were an a t tem p t to  approx im ate  

fo rw a rd - lo o k in g  c o s t s  based  upon th e  b e s t  a v a i l a b le  ev id e n ce .  

While th e  p r im ary  a r b i t r a t o r  found t h a t  n e i t h e r  p a r ty  deve loped  

fo rw ard -lo o k in g  c o s t  s tu d ie s ,  he determ ined  th a t  GCICC's proposed  

r a t e s  were based  upon a c l o s e r  ap p rox im ation  o f  fo rw a rd - lo o k in g  

c o s ts  than  ATU's, which r e l i e d  more h e a v i ly  on h i s t o r i c a l  embedded 

c o s t s .

A copy o f  th e  award i s  a t ta c h e d  to  t h i s  O rder as

Appendix E and, by t h i s  r e f e r e n c e ,  i s  in c o rp o ra te d  h e r e in .
D isc u ss io n

Based on i t s  rev iew  of th e  r e c o rd  in  t h i s  p ro ce e d in g ,  

th e  Commission concurs w ith  each  o f  th e  p rim ary  a r b i t r a t o r ' s  

s e p a r a te  recommendations on t h i s  i s s u e .  A ccord ing ly , th e  Com­

m iss io n  a c c e p ts  th e  p rim ary  a r b i t r a t o r ' s  awards r e g a rd in g  th e  

p r i c i n g  o f  th e  unbundled netw ork e lem e n ts .  The p r im ary  a r b i ­

t r a t o r ' s  award i s  adopted as th e  Commission's f in d in g s  of f a c t  and 

c o n c lu s io n s  o f  law. A cceptance o f  th e  award i s  s u b je c t  to  th e  

e x p re s s  c o n d i t io n  t h a t ,  f o r  th e  purpose of e s t a b l i s h i n g  th e  

s e r v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  no i s s u e  sh o u ld  be 

c o n s id e re d  to  have been f i n a l l y  de te rm ined  o r  a d ju d ic a te d  by 

v i r t u e  of Commission ac ce p tan ce  o f  th e  award.

I s s u e  No. 6: I n t e r c o n n e c t i o n
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T his  i s s u e  in v o lv ed  th e  type  of i n t e r c o n n e c t io n  t h a t  

GCICC w i l l  r e c e iv e  and th e  r a t e  f o r  r e c ip r o c a l  com pensation  and 

te rm in a t io n  of t r a f f i c .  By l e t t e r  dated  November 15, 1996, GCICC 

inform ed th e  a r b i t r a t o r  t h a t  th e  p a r t i e s  had a g re e d  t o  th e s e  

i s s u e s .  Regarding  th e  f i r s t ,  th e  p a r t i e s  ag reed  to  u t i l i z e  "one 

way tru n k in g  e x c lu s iv e ly  u n t i l  an a l t e r n a t e  agreem ent i s  reached  

o r  u n t i l  s i x  months o f  ex p e rien ce  has been g a th e re d  fo l lo w in g  

GCICC;s e n t ry ."  Regarding the  second, th e  p a r t i e s  ag reed  th a t  th e  

r a t e s  f o r  r e c i p r o c a l  t r a n s p o r t  and te rm in a t io n  o f  l o c a l  t r a f f i c  

would m ir ro r  th e  r a t e s  awarded fo r  unbundled sw itc h in g  and t r a n s ­

p o r t  e lem en ts  ( Is su e  Nos. 5B and 5C ). The p r im ary  a r b i t r a t o r ' s  

award adop ted  th e  p a r t i e s '  s t i p u l a t i o n  on th e s e  two i s s u e s .

A copy of th e  award i s  a t ta c h e d  to  t h i s  O rder as 

Appendix F and, by t h i s  r e f e r e n c e ,  i s  in c o rp o ra te d  h e r e i n .

D iscu ss io n

Based on i t s  review  o f  th e  re c o rd  in  t h i s  p ro cee d in g , 

th e  Commission concurs  w ith  each of th e  p r im ary  a r b i t r a t o r ' s  

recommendations on t h i s  i s s u e .  A cco rd ing ly , th e  Commission 

a c c e p ts  th e  p rim ary  a r b i t r a t o r ' s  awards r e g a rd in g  th e  type  of 

in te r c o n n e c t io n  and th e  r a t e  f o r  r e c i p r o c a l  com pensation  and 

te rm in a t io n  of t r a f f i c .  The prim ary a r b i t r a t o r ' s  award i s  adopted 

as  th e  Com mission 's f in d in g s  o f  f a c t  and c o n c lu s io n s  o f  law. 

Acceptance o f  th e  award i s  s u b je c t  to  th e  ex p ress  c o n d i t io n  t h a t ,

B a c k g r o u n d .
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f o r  th e  purpose o f  e s t a b l i s h i n g  th e  s e rv ic e s  e l i g i b l e  f o r  r e s a l e  

in  th e  f u tu r e ,  no is s u e  should  be co n s id e red  to  have been f in a l ly -  

de term ined  o r  a d ju d ic a te d  by v i r t u e  of Commission ac c e p ta n c e  of 

th e  award.

I s s u e  No. 7: D e f i n i t i o n  o f  s u p p o r t  e l e m e n t s

Background

T his i s s u e  in v o lv e d  th e  d e f i n i t i o n  of unbundled

o p e ra t io n  su p p o r t  e lem e n ts ,  which c o n s i s t  o f  th e  fo l lo w in g :  

o rd e r in g  and p ro v is io n in g ;  b i l l i n g ;  m aintenance; and t e s t i n g .  The 

d is p u te  re g a rd in g  t h i s  i s s u e  in v o lv ed  no t so much th e  f u n c t io n a l  

d e f i n i t i o n  of each element bu t r a th e r  the  q u es t io n  of how and when 

each item  would be p ro v id e d .  GCICC's p o s i t i o n  was t h a t  th e s e

e lem en ts  sh ou ld  be unbundled and a c c e s s ib le  th rough  r e a l - t i m e ,

e l e c t r o n i c  i n t e r f a c e s .  ATU m ain ta ined  t h a t  th e  system s c u r r e n t ly  

used to  p ro v id e  th e s e  e lem en ts  a r e  e i t h e r  e n t i r e l y  manual o r

cannot be ac ce ssed  by t h i r d - p a r t i e s .  The s t i p u l a t e d  s o l u t i o n  to  

t h i s  i s s u e  in v o lv ed  ad o p t io n  o f  GCICC's proposed d e f i n i t i o n  w hile  

re c o g n iz in g  t h a t ,  i n i t i a l l y  a t  l e a s t ,  some of th e se  e lem ents  w i l l  

have to  be p ro v id e d  m a n u a l ly .10

10"[A ]ccess  to  each  o f  th e  o p e r a t io n s  su p p o r t  system s s h a l l  
be prov ided  th rough  th e  b e s t  means p r a c t i c a l l y  a v a i la b le ,  le a d in g  

to  th e  use  o f  an e l e c t r o n i c  i n t e r f a c e . "  I n te r c o n n e c t io n  A gree­
ment, E x h ib it  I ,  Agreed D ec is ion (s)  on th e  D e f in i t io n s  of Support 
Elem ents and Q u a l i ty  o f  S e r v i c e .

"To t h i s  end, GCICC w i l l  be re q u ire d  to  f a x / p r i n t  in fo rm a tio n  
to  ATU and, i n  many c a s e s ,  ATU w i l l  need t o  respond  to  GCICC 
m an u a lly ."  GCICC's D isc u ss io n  o f  I d e n t i f i e d  I s s u e s ,  December 9, 
1996, p . 9.

U - 9 6 - 8 9 ( 8 )  -  ( 1 2 / 1 6 / 9 6 )
P a g e  2 0  o f  2 9



A copy o f  th e  award i s  a t ta c h e d  t o  t h i s  O rder as 

Appendix G and, by t h i s  r e f e r e n c e ,  i s  in c o rp o ra te d  h e r e in .

D isc u ss io n

Based on i t s  review  o f  th e  re c o rd  i n  t h i s  p ro cee d in g , 

th e  Commission concurs  w ith  th e  p r im ary  a r b i t r a t o r ' s  recom­

m endation to  adopt th e  r e s o l u t i o n  (Agreed D e c is io n (s )  on th e  

D e f in i t i o n s  o f  Support Elements and Q u a l i ty  o f  S e r v ic e ) p roposed  

by th e  P a r t i e s  ( l e t t e r ,  d a ted  November 27, 1996, from Mark R.

Moderow to  th e  A r b i t r a t o r ) . A ccord ing ly , th e  Commission a c c e p ts  

th e  p r im ary  a r b i t r a t o r ' s  award to  adopt th e  p a r t i e s '  s t i p u l a t e d  

r e s o l u t i o n  re g a rd in g  th e  d e f i n i t i o n  of su p p o r t  e lem e n ts .  The 

prim ary  a r b i t r a t o r ' s  award i s  adopted as th e  Commission's f in d in g s  

o f  f a c t  and c o n c lu s io n s  o f  law. A cceptance o f  th e  award i s  

s u b je c t  to  th e  ex p re s s  c o n d i t io n  t h a t ,  f o r  th e  purpose o f  e s t a b ­

l i s h i n g  th e  s e r v i c e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  no i s s u e  

shou ld  be c o n s id e re d  to  have been f i n a l l y  d e te rm in ed  o r  

a d ju d ic a te d  by v i r t u e  of Commission accep tan ce  o f  th e  award.

I s s u e  No. 8: P r i c i n g  o f  s u p p o r t  e l e m e n t s

Background

This i s s u e  in v o lv es  th e  p r i c in g  of th e  su p p o rt e lem ents

d e f in e d  i n  I s s u e  No. 7. GCICC made, and ATU g e n e r a l ly  ag reed ,

w ith  th e  fo l lo w in g  p r o p o s a l :
GCICC p ro p o ses  t h a t  ATU re c o v e r  i t s  c o s t  to  p ro v id e  
o p e r a t io n s  su p p o r t  system s a c ro s s  th e  v a r io u s  unbundled 
o p e r a t io n s  su p p o r t  e lem en ts , based  on th e  number o f  
q u e r ie s .  To th e  e x te n t  t h a t  a l l  o f  th e  re q u e s te d  s e rv ic e s
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a re  a c t u a l l y  p ro v id ed  by ATU, i t  i s  p o s s ib le  t h a t  a 
s e p a r a te  d i r e c t  c o s t  cou ld  be developed  by f u n c t io n a l  
e le m e n t . To th e  e x te n t  t h a t  o n ly  a p a r t  o f th e  ac ce ss  
r e q u e s te d  in  GCICC's proposed d e c is io n s  i s  fu rn is h e d  o r  
th e  c o s t s  o f  such e lem ents have been in c lu d e d  in  w hole­
s a l e  c o s t s  o r  o th e r  unbundled netw ork c o s t s ,  a p p o r t io n ­
ment would be n e c e s s a ry .

This p ro p o sa l  was adopted  by th e  p r im ary  a r b i t r a t o r .  T his  award 

appears  t o  have been f u r t h e r  r e f in e d  by th e  p a r t i e s  in  th e  

In te r c o n n e c t io n  Agreement. GCICC s t a t e d  in  i t s  December 3, 1996, 

p lead in g  t h a t  through th e  In te rc o n n e c tio n  Agreement "GCICC and ATU 

have adopted th e  unbundled network element r a t e s  f o r  th e  n ecessa ry  

l i n e  c h a rg e s  t h a t  w i l l  [be] used to  m a in ta in  th e  d e d ic a te d  

v o i c e / f a x  l i n e  and p o r t / l i n e  cha rges  t h a t  w i l l  be used  to  

p ro v i s io n  th e  netw ork s t a t u s  in fo rm a t io n ."

A copy o f  th e  award i s  a t t a c h e d  to  t h i s  O rder as 

Appendix H and, by t h i s  r e f e r e n c e ,  i s  in c o rp o ra te d  h e r e in .

D isc u ss io n

Based on i t s  rev iew  o f  th e  r e c o rd  i n  t h i s  p ro cee d in g , 

th e  Commission concurs  w ith  th e  p r im ary  a r b i t r a t o r ' s  recom­

mendation on t h i s  i s s u e .  A ccordingly , th e  Commission a c c e p ts  th e  

p r im ary  a r b i t r a t o r ' s  award re g a rd in g  th e  p r i c in g  o f  o p e ra t io n s  

support e lem en ts . In  a d d i t io n ,  th e  Commission a cce p ts  th e  f u r th e r  

re f in em e n t o f  t h i s  i s s u e  as  r e f l e c t e d  in  th e  I n te r c o n n e c t io n  

Agreement. The p rim ary  a r b i t r a t o r ' s  award, as f u r t h e r  r e f in e d  by 

th e  I n te r c o n n e c t io n  Agreement, i s  adop ted  as  th e  Commission's 

f in d in g s  of f a c t  and c o n c lu s io n s  o f  law. Acceptance of th e  award
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i s  s u b je c t  t o  th e  ex p ress  c o n d i t io n  t h a t ,  f o r  th e  pu rpose  of 

e s t a b l i s h i n g  th e  s e r v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u t u r e ,  no 

i s s u e  shou ld  be c o n s id e re d  to  have been f i n a l l y  de te rm in ed  o r  

a d ju d ic a te d  by v i r t u e  of Commission acce p tan c e  of th e  award.

I s s u e  No. 9: Q u a l i t y  o f  S e r v i c e

Background

This i s s u e  in v o lv ed  th e  d e f i n i t i o n  o f  th e  q u a l i t y  o f  

s e r v ic e  re q u e s te d  by GCICC. The p a r t i e s  s t i p u l a t e d  to  a common 

d e f i n i t i o n  of " q u a l i ty  of s e rv ic e ,  1,11 t h a t  reco g n izes  " l i m i t a t io n s  

in  th e  systems of ATU and accomodat[es] i n t e r a c t i o n s  a t  in c e p t io n ,  

and go ing  forw ard, w hile  av o id in g  complex f e a s i b i l i t y  d e te rm in a ­

t i o n s . "  GCICC p le a d in g ,  December 3, 1996, p . 17. The a r b i t r a ­

t o r ' s  award ad o p ts  th e  s t i p u l a t e d  d e f i n i t i o n .

A copy o f  th e  award i s  a t ta c h e d  to  t h i s  O rder as 

Appendix G and was e a r l i e r ,  by r e f e r e n c e ,  in c o rp o ra te d  h e r e in .

D isc u ss io n

Based on i t s  rev iew  o f  th e  r e c o rd  i n  t h i s  p ro cee d in g , 

th e  Commission concurs w ith  th e  p rim ary  a r b i t r a t o r ' s  recommenda­

t i o n  on t h i s  i s s u e .  A ccord ing ly , th e  Commission a c c e p ts  th e  

p r im ary  a r b i t r a t o r ' s  award r e g a rd in g  q u a l i t y  of s e r v i c e .  The 

prim ary  a r b i t r a t o r ' s  award i s  adopted as  th e  Commission's f in d in g s

iaAgreed D ec is io n  on th e  D e f in i t i o n  o f  Support E lem ents and 
Q u a l i ty  o f  S e r v ic e , a ttachm ent to  GCICC l e t t e r  d a te d  November 27, 
1996.
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of f a c t  and c o n c lu s io n s  o f  law. Acceptance of th e  award i s  su b ­

j e c t  to  th e  ex p ress  c o n d i t io n  t h a t ,  f o r  th e  purpose of e s t a b l i s h ­

in g  th e  s e r v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  no i s s u e  

shou ld  be c o n s id e re d  to  have been f i n a l l y  de term ined  o r  a d j u d i ­

c a te d  by v i r t u e  o f  Commission accep tan ce  o f  th e  award.

I s s u e  No. 10: Number P o r t a b i l i t y

Background

T his i s s u e  invo lved  th e  type of in te r im  number p o r t a ­

b i l i t y  s o lu t i o n  t h a t  would be implemented between ATU and GCICC, 

th e  re c o v e ry  o f  c o s t  o f  such s o lu t io n ,  and th e  "meet p o in t"  

r e s o l u t i o n  o f  a c ce ss  c h a rg e s .  These i s s u e s  were ag reed  to  in  

m ajor p a r t  a s  r e f l e c t e d  i n  th e  p a r t i e s '  November 15, 1996, Reply 

Comments. The o n ly  u n re so lv ed  is s u e  invo lved  th e  i n t r a s t a t e  

a c c e ss  p o r t io n  o f  r a t e  sh a r in g ;  however t h i s  i s s u e  has s in c e  been 

r e s o lv e d  by th e  p a r t i e s  in  p r i n c i p l e  ( s e e  I n t r a s t a t e  Access 

P roposa l f i l e d  by GCICC on December 21, 1996). The p rim ary

a r b i t r a t o r ' s  award r e f l e c t s  th e  p a r t i e s  s t i p u l a t i o n  as o f  Novem­

b e r  15, 1996.

A copy o f  th e  award i s  a t ta c h e d  to  t h i s  O rder as  

Appendix I and, by t h i s  r e f e r e n c e ,  i s  in c o rp o ra te d  h e r e in .

D iscu ss io n

Based on i t s  review  of th e  re c o rd  in  t h i s  p ro cee d in g , 

th e  Commission concurs  w ith  th e  p rim ary  a r b i t r a t o r ' s  

recommendation on t h i s  i s s u e .  Accordingly, th e  Commission ac ce p ts
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th e  p r im ary  a r b i t r a t o r ' s  award re g a rd in g  number p o r t a b i l i t y .  The 

p r im ary  a r b i t r a t o r ' s  award, as  r e f in e d  by th e  Commission 's adop­

t i o n  o f  GCICC's I n t r a s t a t e  Access Charge P roposa l (see d is c u s s io n  

below under I m p l e m e n t a t i o n  S c h e d u le )  i s  adop ted  as  th e  Commis­

s i o n ' s  f in d in g s  o f  f a c t  and conclusions of law. Acceptance of the  

award i s  s u b je c t  to  th e  e x p re s s  c o n d i t io n  t h a t ,  f o r  th e  purpose 

o f  e s t a b l i s h i n g  th e  s e r v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  

no i s s u e  shou ld  be c o n s id e re d  to  have been f i n a l l y  de term ined  o r  

a d ju d ic a te d  by v i r t u e  of Commission ac ce p tan c e  o f  th e  award.

I s s u e  No. 11: A c c e s s  t o  R i g h t s  o f  Way

Background

T his i s s u e  in v o lv e s  th e  scope o f  GCICC's ac ce ss  to  

p o le s ,  d u c ts ,  c o n d u i ts ,  and r ig h ts - o f - w a y  ( g e n e r a l ly  r e f e r r e d  to  

as  r i g h t s - o f - w a y ) . The d isag reem en t on t h i s  i s s u e  c e n te re d  on 

whether GCICC would have access  to  fee  p ro p e r ty  owned by ATU. The 

p r im ary  a r b i t r a t o r ' s  award was in  f a v o r  o f  GCICC as s e t  f o r t h  in  

GCICC's November 8, 1996, p le a d in g  a t  page 3.

A copy of th e  award i s  a t t a c h e d  t o  t h i s  O rder as  

Appendix J  and, by t h i s  r e f e r e n c e ,  i s  in c o rp o r a te d  h e r e in .

D isc u ss io n

Based on i t s  review  o f  th e  re c o rd  in  t h i s  p ro ceed in g , 

th e  Commission concu rs  w ith  th e  p rim ary  a r b i t r a t o r ' s  recommenda­

t i o n s  on t h i s  i s s u e .  A cco rd in g ly , th e  Commission a c c e p ts  th e  

p r im ary  a r b i t r a t o r ' s  award r e g a rd in g  a c c e s s  to  p o le s ,  d u c ts ,
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c o n d u i ts ,  and r ig h ts - o f - w a y .  The p rim ary  a r b i t r a t o r ' s  award i s  

adop ted  a s  th e  Commission's f in d in g s  of f a c t  and c o n c lu s io n s  of 

law. As no ted  in  th e  in t ro d u c t io n  s e c t io n  of t h i s  Order, d e s p i te  

b o th  p a r t i e s  acce p tan c e  of th e  p rim ary  a r b i t r a t o r ' s  award, d i s ­

agreement remains reg a rd in g  the  i n t e r p r e t a t i o n  of t h i s  award. The 

Commission b e l i e v e s  t h a t  i t s  c l a r i f i c a t i o n  o f  th e  d e f i n i t i o n  o f  

c o l lo c a t io n  "prem ise" ( Is su e  No. 4B) and i t s  d e c is io n  re g a rd in g  

th e  a v a i l a b i l i t y  o f  c o l lo c a t io n  space ( Is s u e  No. 4A) may w ell  

r e n d e r  moot th e  p a r t i e s  d is p u te d  i n t e r p r e t a t i o n  o f  th e

a r b i t r a t o r ' s  r ig h ts - o f - w a y  award. A cceptance o f  th e  award i s  

s u b je c t  t o  th e  e x p re s s  c o n d i t io n  t h a t ,  f o r  th e  purpose  of 

e s t a b l i s h i n g  th e  s e r v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  no 

i s s u e  shou ld  be c o n s id e re d  to  have been f i n a l l y  determ ined  o r  

a d ju d ic a te d  by v i r t u e  o f  Commission accep tan ce  o f  th e  award.

I s s u e  No. 12: D i a l i n g  P a r i t y

Background

T his i s s u e  in v o lv e d  d i a l i n g  p a r i t y .  There appeared  to  

be l i t t l e ,  i f  any, d isag reem en t on t h i s  i s s u e .  Based upon th e  

p a r t i e s '  November 15, 1996, re p ly  comments, th e  prim ary a r b i t r a t o r  

adop ted  ATU's i n i t i a l  o f f e r  on t h i s  i s s u e  as  r e f l e c t e d  in  ATU's 

November 8, 1996, p le a d in g  a t  page 5.

A copy o f  th e  award i s  a t ta c h e d  to  t h i s  O rder as

Appendix K and, by t h i s  r e f e r e n c e ,  i s  in c o rp o r a te d  h e r e in .

D isc u ss io n
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Based on i t s  rev iew  of th e  re c o rd  in  t h i s  p ro cee d in g , 

th e  Commission concurs w ith  th e  p r im ary  a r b i t r a t o r ' s  recommenda­

t i o n s  on t h i s  i s s u e .  A ccord ing ly , th e  Commission a c c e p ts  th e  

p rim ary  a r b i t r a t o r ' s  awards reg ard in g  d ia l in g  p a r i t y .  The prim ary 

a r b i t r a t o r ' s  award i s  adopted as the  Commission's f in d in g s  of f a c t  

and co n c lu s io n s  of law. Acceptance of th e  award i s  s u b je c t  to  the  

e x p re s s  c o n d i t io n  t h a t ,  f o r  th e  purpose  of e s t a b l i s h i n g  th e  

s e r v i c e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  no i s s u e  sh ou ld  be 

c o n s id e re d  to  have been f i n a l l y  de te rm ined  o r  a d ju d ic a te d  by

v i r t u e  of Commission accep tan ce  o f  th e  award.
I s s u e  No. 13: N o t i c e  o f  Changes

Background

This is s u e  in v o lv es  n o t ic e s  by ATU and GCICC o f  network 

changes . As in  th e  case  o f  d i a l i n g  p a r i t y ,  th e  p a r t i e s  came to  

an ag reed  s o lu t io n  to  t h i s  is su e  in  th e  course o f  t h e i r  November 8 

and 15, 1996, p le a d in g s  to  th e  p rim ary  a r b i t r a t o r .  The a r b i t r a ­

t o r ' s  award to  GCICC, as  s e t  f o r t h  in  GCICC's November 8, 1996, 

p le a d in g  a t  page 3, and as m od ified  a t  page 5 o f  GCICC's Novem­

b e r  15, 1996, p le a d in g ,  r e f l e c t s  th e  p a r t i e s '  s t i p u l a t i o n .

A copy o f  th e  award i s  a t t a c h e d  to  t h i s  O rder as  

Appendix L and, by t h i s  r e f e r e n c e ,  i s  in c o rp o ra te d  h e r e in .

D isc u ss io n

Based on i t s  rev iew  of th e  r e c o rd  in  t h i s  p ro cee d in g , 

th e  Commission concurs w ith  th e  p rim ary  a r b i t r a t o r ' s  recommenda­

t io n s  on t h i s  i s s u e .  Accordingly, th e  Commission accep ts  th e  p r i ­
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mary a r b i t r a t o r ' s  award re g a rd in g  n o t ic e  o f  changes. The p rim ary  

a r b i t r a t o r ' s  award i s  adopted as th e  Commission's f in d in g s  of f a c t  

and conc lus ions  of law. Acceptance of th e  award i s  s u b je c t  to  th e  

e x p re ss  c o n d i t io n  t h a t ,  f o r  th e  purpose o f  e s t a b l i s h i n g  th e  s e r ­

v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u tu r e ,  no i s s u e  sh o u ld  be 

c o n s id e re d  to  have been f i n a l l y  de te rm ined  o r  a d ju d ic a te d  by 

v i r t u e  of Commission accep tan ce  o f  th e  award.

I I I .  IM PL E M E N T A T IO N  SCH EDULE

As d isc u sse d  in  th e  in t ro d u c t io n  s e c t io n  o f  t h i s  O rder, 

th e  p a r t i e s  have proposed an immediate e f f e c t i v e  d a te  f o r  t h e i r  

In te r c o n n e c t io n  Agreement. Both p a r t i e s  ag ree  t h a t  w h o le sa le  

com petition  can begin  on day one. GCICC a l s o  b e l ie v e s  t h a t  a l t e r ­

n a te  f a c i l i t i e s - b a s e d  com petition  can commence on day one and t h a t  

f a c i l i t i e s - b a s e d  co m p e ti t io n  th rough  a c c e s s  to  unbundled netw ork 

e lem ents  can b eg in  s h o r t l y  a f t e r  c o l l o c a t i o n  i s  a v a i l a b l e .  ATU 

has suggested  in  i t s  December 9, 1996, comments t h a t  access  charge 

and u n iv e rs a l  s e rv ic e  reform  re p re s e n t  h u rd le s  to  f a c i l i t i e s - b a s e d  

com petition . At the  Commission's December 10, 1996, h ea r in g , how­

ev e r ,  th e  p a r t i e s  appeared  to  have reached  a co n c ep tu a l  s o lu t i o n  

to  th e  i n t r a s t a t e  a c c e ss  charge  i s s u e .  T h is  s o lu t io n  was f o r ­

m alized  in  a w r i t t e n  f i l i n g  made by GCICC on December 11, 1996.

The Commission a c c e p ts  GCICC's i n t r a s t a t e  ac ce ss  charge 

p roposal d a ted  December 11, 1996. In  a c ce p tin g  GCICC's i n t r a s t a t e  

ac ce ss  cha rge  p ro p o s a l ,  i t  must be n o te d  t h a t  th e  Commission 

a n t i c i p a t e s  t h a t  ac ce ss  charge  and u n iv e r s a l  s e r v ic e  refo rm  w i l l
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occur d u r in g  1997. I f  t h i s  e f f o r t  i s  no t com pleted  by Jan u ary  

1998, th e  Commission w i l l  de term ine  w hether i t  i s  a p p r o p r ia te  to  

extend th e  GCICC access  charge p roposal beyond th e  o r ig in a l  ending 

d a t e .

The Commission th e r e fo r e  concludes t h a t  th e  a p p l i c a t io n  

of an immediate e f f e c t i v e  d a te  and th e  in c o r p o r a t io n  o f  th e  p r i ­

mary a r b i t r a t o r ' s  awards in to  th e  I n te r c o n n e c t io n  Agreement 

a d e q u a te ly  ad d ressed  th e  Commission's s t a t u t o r y  req u irem e n ts  

r e g a rd in g  an im plem en ta tion  sc h ed u le .

THE COMMISSION FURTHER FINDS AND CONCLUDES:

1. The Commission f in d s  t h a t  i t s  d e c i s io n s  as 

r e f l e c t e d  in  Ordering Paragraph No. 1 below a re  in  compliance w ith  

S e c - t io n s  2 5 2 (c ) (1) and (2) of th e  Telecommunications Act o f 1996.

2. The Commission f in d s  t h a t  th e  a p p l i c a t i o n  o f  an 

immediate e f f e c t i v e  d a te  and th e  in c o rp o r a t io n  o f  th e  p r im ary  

a r b i t r a t o r ' s  awards in to  th e  In te rco n n e c tio n  Agreement comply w ith  

S e c t io n  2 5 2 (c)(3 )  o f th e  Telecom m unications Act o f  1996.

ORDER

THE COMMISSION FURTHER ORDERS:

1. The recommended d e c is io n s  of th e  prim ary  a r b i t r a t o r  

re g a rd in g  I s su e  Nos. 1 th ro u g h  13, as m o d if ied , c l a r i f i e d ,  and 

more f u l l y  d is c u s s e d  in  th e  body of t h i s  O rder, a r e  ac c e p te d ,  

w ith  th e  e x c e p t io n  of th e  p rim ary  a r b i t r a t o r ' s  recommended 

d e c is io n  on Issu e  No. 4A, which i s  r e je c te d  in  p a r t ,  as  more f u l l y
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d is c u s s e d  h e r e in .  A cceptance of th e  recommended d e c i s io n s  i s  

s u b je c t  to  th e  e x p re s s  c o n d i t io n  t h a t ,  f o r  th e  pu rpose  o f  

e s t a b l i s h i n g  th e  s e r v ic e s  e l i g i b l e  f o r  r e s a l e  in  th e  f u t u r e ,  no 

i s s u e  shou ld  be c o n s id e re d  to  have been f i n a l l y  d e te rm in ed  o r  

a d ju d ic a te d  by v i r t u e  o f  Commission accep tance  of th e  recommended 

d e c i s io n .

2. A ll  p r i c e s  adop ted  p u rsu a n t  to  t h i s  O rder a re  

tem porary  in  n a tu r e  and w i l l  r e q u i r e  a f u l l  s tu d y  b ased  upon a 

c o s t  methodology to  be de te rm ined  by t h i s  Commission.

DATED AND EFFECTIVE a t  Anchorage, A laska, t h i s  16th day o f  Decem­
b e r ,  1996.

BY DIRECTION OF THE COMMISSION

( S E A L )
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DEPARTMENT OF COMMUNITY AND 

ECONOM IC DEVELOPMENT

REGULATORY COMMISSION OF ALASKA

c r p

701 WEST EIGHTH AVENUE, SUITE 300 
ANCHORAGE, ALASKA 99501-3469
PHONE: (907)276-6222 
FAX: (907) 276-0160
TTY: (907) 276-4533

TONY KNOWLES, GOVERNOR

June 17, 2002

The Honorable Robin Taylor, Chair 
Senate Judiciary Committee 
Alaska State Legislature 
State Capitol, MS 301 
Juneau, Alaska 99801-1182

Re: Requested Information Regarding E-mails

Dear Senator Taylor:

During the Senate Judiciary Committee meetings last week, you requested copies of e- 
mails from me to members of the utility industry requesting that they testify in support of 
the RCA’s reauthorization. I do not recall sending any e-mails to any utility asking for 
their support. Instead I recall responding to inquiries from utilities about what was going 
on and what they could do to help. My response was generally that they should contact 
members of the legislature to voice their opinions.

To comply with your request, I searched through the Sent Mail portion of my e-mail box. 
There are no e-mails that fit that description. I also checked with our Information 
Systems department to determine if was possible to retrieve messages that were 
moved to Trash after they were read. As of the time this memo is written, I do not have 
a conclusive answer as to whether that is possible and, if it is, what must be done to 
obtain and sort through them. As soon as the Information Systems technicians let me 
know what is possible, I will provide you with an update.

I started posting the Sunset Update on our website after I received so many of those 
inquiries that they were becoming time consuming. If there are any e-mails that fit the 
committee's description, they are likely to convey the same information that is in the 
Sunset Updates. Copies of those updates are attached for your information.

Sincerely,

REGULATORY COMMISSION OF ALASKA

Chair

cc: Members of the Senate Judiciary Committee 
The Honorable Rick Halford, Senate President 
RCA Commissioners



Sunset Updates

Subject: Sunset Updates
Date: Mon, 17 Jun 2002 15:03:01 -0800 

From: C ra ig  H ice  <c ra ig_h ice@ rca .s ta te .ak .u s>
To: Daw n  D B ishop-K leweno <dawn_b ishop-k lew eno@ rca .s ta te .ak .us> 
CC: Keith H Norton <ke ith_norton@ rca .s ta te .ak .us>

Here are the pages  w h ich  h a ve  b een  posted .

C ra ig

The Senate Judiciary committee moved its hearing on the Regulatory Commission of Alaska 
to Wednesday, June 12, beginning at 1 pm., and Thursday, June 13, beginning at 10 a.m. The 
hearings will be at the Legislative Information Office and are open to the public.

The Anchorage Legislative Information Office is located at 716 W 4th Avenue, Suite 200, 
Anchorage, AK 99501-2133.

Phone: (907)269-0111

Fax: (907) 269-0229
TDD: (907) 269-0260

Anchorage LIO@leQis.state.ak.us

RCA Sunse t Update -  5/9/02
In a letter to Senator Robin Taylor 
dated May 8th, Governor Tony 
Knowles expressed his strong 
support for immediate action on the 
RCA’s Sunset legislation (CS for HB 
333). The bill is currently pending in 
the Senate Judiciary Committee
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- Sunset Updates

(chaired by Taylor) and no hearing is 
scheduled before the end of the 
regular session.

Knowles committed to call a special 
legislative session to consider the 
RCA’s sunset legislation if the 
Legislature fails to act during the 
remainder of the regular session.

An electronic copy of Knowles’ letter
can be found at: littp://mvw.state.ak.iis/rca/hot topics/govofficc.pdf»

RCA Sunset Update— May 13, 2002

T h e  H ouse  am en d e d  SB  115 yesterday to in c lud e  ex tens io n  of the R CA . T h e y  
mod if ied the la n g uag e  of HB  333 to extend the a g e n cy  for two years  ins tead of 
four, and added  a prov is ion  to m ake  the bill e ffect ive on  the da te that the 
C om m is s io n e r  of Adm in is tra t ion  awards the contract for study of the 
te le com m un ica t io n s  industry that w as  funded  last year . T h e  re fe renced  R FP  is 
S ta tew ide T e le c om m un ic a t io n s  S tudy Consu ltan t Rfp 2002-0200-3329. It is 
a va i la b le  through the s ta te ’s on-line pub l ic  not ice sys tem .

RCA Sunset Update - 5/17/02
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Sunset Updates

The legislature adjourned without acting on the RCA's sunset bill. The Governor has identified 
action on the agency's reauihorization as a priority in the special session that convenes 
today. Because all bills died at the end of the regular session, our bill needs to pass through 
both bodies again. If you would like to comment, please contact your legislative 
representatives at http://www.legis.state.ak.us/poms/

Sunset Update -June 4, 2002

Governor Knowles has called a special session of the Legislature for June 24, 2002, to vote 
on reauthorization of the RCA. If the RCA is not reauthorized before July 1, 2002, the agency 
expires under state law and we will begin the process of closing the agency.

The Senate Judiciary Committee has scheduled hearings on June 11 beginning at 1:30 and 
June 12 beginning at 10 in the Anchorage Legislative Information office. The notice indicates 
that a teleconference bridge will be available.

If you are concerned about the RCA’s reauthorization you may contact the members of the 
Alaska legislature and/or appear at the hearing to offer testimony. When they are not in 
session, the electronic public opinion message system does not work, but their interim contact 
information is at: http://w\vw.legis,state,ak.us/infbdocs/infodocs.htin

RCA Sunset Review

The RCA was r e c e n t ly  au d ited  by th e  L e g i s l a tu r e ’s D iv is ion  o f  Budget 

and Audit in  p re p a ra t io n  f o r  a p e r io d ic  review o f  i t s  a c t i v i t i e s  by 

th e  l e g i s l a t u r e .  The a u d i to r  concluded t h a t  th e  agency was performing 

well and i t  o p e ra t io n s  should be extended to  Ju ly  1, 2006.

A compete copy o f  th e  a u d i t  r e p o r t  i s  a v a i la b le  a t :

h t t p : //www. 1 egaudi t . s t a t e . a k . us/paqes/diqests/.2QQ2/2QQ13dig. htm

HB 333, which extends th e  RCA t o  June 30. 2006, passed th e  House April
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22nd and i s  c u r r e n t ly  in  th e  Senate Ju d ic ia ry  Committee, ch a ired  by 

Senator Robin T ay lo r. HB 333 has not been scheduled f o r  hea ring .

Without a c t io n  on t h i s  b i l l  in  th e  Senate J u d ic ia r y  Committee, th e  

b i l l  w ill  not pass to  th e  Senate f lo o r  fo r  a vote and th e  RCA w il l  be 

su n se tted . The agency w il l  be requ ired  to  wind down i t s  c u r re n t  o p e ra t io  

beginning Ju ly  1, 2002 and c lo se  i t s  doors ori June 30. 2003. S u n se tt in g  

the  RCA w ill  have an enormous impact on a l l  u t i l i t i e s ,  p ip e l in e s  and 

consumers o f  u t i l i t y  and p ip e l in e  se rv ic e s  in  A laska.

I f  you would l i k e  t o  comment on t h i s  l e g i s l a t i o n ,  you may send a Public 

Opinion Message t o  your l e g i s l a t o r s  a t :  

h t t p : //www.1egi s . s t a t e . a k . us/poms/

Sunset Updates

R CA  H om .eP ag e

Cra ig  H ice  <C r a ig _ H ic e@ R C A .S ta te .A K .U S >
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sunset web page letter

Subject: sunset web page letter
Date: Mon, 17 Jun 2002 16:02:58 -0800 

From : C ra ig  H ic e  <c ra ig_ h ice@ rca .s ta te .ak .u s>
To: Dawn  D B ishop-K leweno <daw n_b ishop-k lew eno@ rca .s ta te .ak .u s>, 

Keith H Norton <ke ith_norton@ rca .s ta te .ak .us>

O n e  more sunse t w e b  page

May 20, 2002

The Honorable Robin Taylor, Chair 

Senate Judiciary Committee 

Alaska State Legislature 

State Capitol, MS 301 

Juneau, Alaska 99801-1182

Re: SB 2010

Dear Senator Taylor:

When we met on May 8 to discuss HB 333 you opined that sunsetting the agency would have 
little effect because the next governor and legislature could revive the agency. Since that 
meeting, the legislature adjourned without extending the agency operations and I have begun 
planning for the agency's sunset year. If the legislature does not reauthorize the agency, 
there will be a significant impact on utilities, consumers and the state's budget before the next 
legislature has the opportunity to act.
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sunset web page letter

Under state law, the RCA "expires" if it is not reauthorized by July 1, 2002. AS 44.62.010(a). 
The agency may continue for one year after termination "for the purpose of concluding its 
affairs." AS 44.62.010(b). As Chair, I have the legal obligation to begin winding down agency 
operations on July 1, 2002 with the goal of closing the agency by July 1, 2003.

I p lan to m ee t with staff arid industry in June  to d is cu ss  the t im ing of the w ind 
down process . T h e  R C A ’s operat ions during the sunse t yea r is the top ic for 
d is cuss ion  w ith industry representat ives at the next B en ch  and  Bar s ch ed u le d  for 
June  5, 2002. W e  will inform them  of the fo llow ing im pacts  of sunse t, and  
d iscuss  the s e q u e n c e  and  t im ing of the fo llow ing actions:

1. Cessation of Work on Regulations Dockets. Continuing to work on new regulations 
would be pointless without an agency to administer them. All pending regulations dockets; 
including pole attachments, access charges, Public

Advocacy Section regulations and small water and sewer utility certifications, would be 
closed. Both the PAS regulations docket and the proceeding on small water and sewer utility 
certifications were opened this year at the suggestion of the legislative auditor.

2. Transition of PCE Administration to Another State Agency. The RCA determines the 
level of PCE funding due to eligible communities. We collect the cost of administering that 
program from the utilities that benefit from it. We will transfer administration of that program to 
another state agency that will need general fund support to continue this work.

3. Not Reviewing New Applications. The RCA reviews applications for new utilities and 
pipelines and requests to transfer operating authority to insure that the applicant is fit, willing 
and able to offer service and that the proposed service is in the public interest. Last year we 
received 73 such applications. We would stop review of all applications, and not accept new 
ones. This would impact developers who install and request certification of the water and 
sewer utilities they install in new subdivisions ands applications for new oil and gas pipelines.

4. Concluding Existing Caseload. We will evaluate the existing caseload and prioritize it 
based on public interest and time required to resolve each case. We will try to conclude as 
many as we can before the agency closes. Loss of staff that seek more stable employment 
will diminish our ability to conclude cases.
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5. Not Accepting New Cases. We will evaluate all new filings to determine if they can be 
concluded in our sunset year and whether doing so would serve the public interest. New 
complaints and tariff filings we cannot handle will be returned to the utilities, pipeline 
companies and consumers with an explanation that we are unable to process them because 
the legislature terminated the agency. The following types of matters will not be handled after 
the RCA ceases to exist:

• Consumer Complaints - The RCA handled over 600 consumer complaints last year.

• Federal Funding Certifications - Under federal law, the RCA must certify local telephone 
companies’ eligibility for federal universal service reports before funding is distributed. 
Telephone companies received more than $70 million last year under these programs, 
enabling them to serve high cost areas of the state.

• Rate changes Without regulatory oversight, it is not clear whether utilities and pipelines 
are free to serve whichever customers they choose at prices they are free to set without 
review, or if they must stay at the current prices indefinitely. This uncertainty is likely to 
negatively affect all utilities’ ability to attract investment capital. Eveiy consumer of a utility 
service statewide is at risk of seeing a rate increase or their service terminated.

In summary , a sunse t yea r w ill d ram at ica lly  im pac t utilities a nd  utility con sum ers  
statew ide b eg in n in g  Ju ly 1, 2002 w h e n  the R C A  term ina tes . T h e  regu latory and 
lega l con fu s ion  is likely to u n d e rm in e  utilities' efforts to ob ta in  f in an c in g  for n ew  
pro jects and  im pact c o n sum e rs  of all utility and p ip e l in e  s e rv ic e s  statew ide . As 
respons ib i l it ies  are transferred to o ther state a g e n c ie s  that lack  the ability to 
co llec t the  costs of the ir ope ra t ions  from co n sum e rs , the re  w ill be  add it iona l 
d em and  on  state gene ra l funds . I u rge your prompt e n d o rs em en t  of SB  2010.

Sincerely,

REGULATORY COMMISSION OF
ALASKA

6/18/2002 9:10 AM 
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G. Nanette Thompson
Chair

cc: Members of the Alaska Legislature 

Governor Tony Knowles 

Alaska Rural Electrical Cooperative Assr Nation

Alaska Te lephone Association

Cra ig H ice  <C ra ig _ H ic e@ R CA .S ta te .A K .U S >

6/18/2002 9:10 AM
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[Fwd: [Fwd: [Fwd: sunset update for 5/20] Do this first!]]
v

Subject: [Fwd: [Fwd: [Fwd: sunset update fo r 5/20] Do th is first!]]
Date: Mon, 17 Jun 2002 16:05:36 -0800 

From: Keith Norton <ke ith_norton@ rca .s ta te .ak .us>
To: Dawn  D B ishop-K lew eno <daw n_b ishop-k lew eno@ rca .s ta te .ak .u s>

Dawn ,
Here is the or ig ina l em a i l for the update  that C ra ig  jus t sent.
Keith

Subject: Re: [Fwd: [Fwd: sunset update fo r 5/20] Do th is first!]
Date: Mon, 20 M ay 2002 11:42:49 -0800 

From: Cra ig  H ice  <c ra ig _ h ic e@ rca .s ta te .a k .u s>
To: Keith Norton <ke ith_norton@ rca .s ta te .ak .us>
CC: Chr is t in  M K r ieger <chr is t in_k r ieger@ rca .s ta te .ak .us>

Ok  it is out there p le a s e  d o u b le  c h e ck  and  make sure this is w ha t w e  wan ted . 

C ra ig

Keith Norton wrote:

Craig,
Here i s  th e  t e x t  o f  th e  "U p d a te" . . .

r

To: Ke ith H Norton < ke ith_ norton@ rca .s ta te .ak .u s> . Chr is t in  M Kr ieger

- ..............  O rig ina l Message ................
S u b jec t:  su n se t  u p d a te fo r  5/20
Date: Mon, 20 May 2002 10:26:48 -0800
From: N anette  Thompson <nanette_thompson@ rca. s t a t e . a k . us>
O rg an iza tio n : R egu lato ry  Commission o f  Alaska
To: Dawn Bishop-Kleweno <dawn_bishop-klewenoOrca. s t a t e . a k . us>
The House moved HB 2001 over to  th e  Senate over th e  weekend where i t  
was
se n t  w ith  th e  companion b i l l ,  SB 2010, to  th e  Senate J u d ic ia ry  
committee. A l e t t e r  e x p la in in g  th e  consequences o f  s u n s e t t in g  th e  RCA 
was s e n t  to  th e  l e g i s l a t u r e  t h i s  morning.
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1 STATE OF ALASKA 

THE REGULATORY COMMISSION OF ALASKA

Before Commissioners:

In the Matter of the Consideration of the 
Provision of Electrical Service to the Klawock 
Area Currently Certificated to TLINGIT-HAIDA 
REGIONAL ELECTRICAL AUTHORITY AND 
ALASKA POWER COMPANY

G. Nanette Thompson, Chair
Bernie Smith
Patricia M. DeMarco
Will Abbott
James S. Strandberg

U-94-2 

ORDER NO. 36

ORDER ALLOCATING COSTS AND CLOSING DOCKET

BY THE COMMISSION:

Summary

We allocate costs of the proceeding, and close Docket U-94-2.

Background

On January 31, 1994, the Commission issued Order U-94-2(1) opening

an investigation into the provision of electrical service in and around Klawock,

establishing a filing and hearing schedule, and appointing a hearing officer.

On June 25, 2001, after a hearing, we accepted a stipulation entered into 

between Tlingit-Haida Regional Electrical Authority (T-HREA), Alaska Power Company 

(APC), the City of Klawock (Klawock), and the Public Advocacy Section (PAS).1 The 

stipulation resolved all outstanding issues between the parties. Our acceptance of the

1 Stipulation to Resolve Phase II Valuation Issues, May 21, 2001 (Stipulation).
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stipulation was subject to the express condition that for the purpose of establishing the 

value of plant, the appropriate ratemaking treatment of acquired plant, or any other 

issue addressed in the stipulation in the future, no issue should be considered to have 

been finally determined or adjudicated by virtue of our acceptance of the stipulation.

Discussion

In Tlingit-Haida Regional Electrical Authority v. State,2 the Alaska 

Supreme Court affirmed our authority under AS 42.05.221(d) to “direct that Alaska 

Power purchase the existing Klawock facilities as a condition of its exclusive 

certification.”3 The stipulation described the terms by which APC purchased the 

distribution plant used to provide electrical service to customers in Klawock from 

F-HREA.

The only matter remaining in this proceeding is the allocation of costs 

jnder AS 42.05.651 and 3 AAC 48.157. The allocable costs total $23,468.04 for 

ixpenses associated with the fees of field travel ($14,141.18), hearing room rental 

$75.00), telephone/teleconference ($110.48), court reporting ($4,628.94), and other 

>rofessional services ($4,512.44).

In allocating costs under AS 42.05.651, we must consider the regulatory 

ost charges (RCCs) paid by the parties under AS 42.05.254 and we may consider the 

esults, ability to pay, evidence of good faith, other relevant factors and mitigating

215 P.3d 754 (2001). 

3ld. at 766.
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circumstances. Under AS 42.05.254(a), exempt utilities are required to pay the actual 

cost of services provided to them by the Commission.4

The parties in this docket are APC, T-HREA, the PAS, and Klawock.

APC is a certificated, regulated utility. Because it pays RCCs, we will not allocate any 

of the costs of this proceeding to APC. Costs of the PAS are included in the 

Commission’s budget. T-HREA is a certificated utility, but is not economically 

regulated and does not pay RCCs. Klawock is a political subdivision that intervened 

on behalf of its citizens

This proceeding started in 1994 under another commission,5 and most 

costs were incurred before April 24, 1995. Before this Order, the parties did not have 

notice of the amount of the costs incurred. We find no evidence of bad faith by any 

party in this proceeding. The contentious proceeding reflected serious concerns by all 

parties about the economic impact of electricity prices that would result from the 

Commission's decision. We recognize that T-HREA was hurt financially when it lost 

he right to serve Klawock. Any costs allocated to T-HREA would be borne by 

customers whose rates have already been impacted by that decision. Klawock, like 

other parties, has already incurred significant expenses to advocate for its citizens in 

his matter. Because these costs occurred so long ago, they are probably not 

anticipated in either Klawock or T-HREA’s budget. We have a duty to allocate costs

4Under AS 42.05.254(i)(2), '"exempt utility' means a public utility that is 
certificated by the commission under AS 42.05.221 -  42.05.281 but, in accordance 
with AS 42.05.711, is exempt from other regulatory requirements of this chapter."

5Alaska Public Utilities Commission (APUC), our predecessor agency.
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