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to RbtiM L TPAjIO fi- from? senatorrobinl.taylor
DATE: |Iff/lz D ID 2 -
PHONE: PHONE: 907-874-2318
FAX PHONE n A FAX -874-3470
NUMBER OF PAGES INCLUDING COVSR
CC:
TOMaftkS:
R pE JM R T fiN lo tL ifzm m & b /A re u /

M1 HI</WSETTN& D}

M arv Hovt, Secretary to Senator Taylor

Email: MaryJ3oyt@ lefiis.state.ak.us
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Homer Electric Association, Inc,
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From ihe office o fthe General Manager
Fax 007) 235-3323

DATE: June 20,2002
T0: Senaior Room Taylor, Chairman, Senate Judiciary Committee  874-3H10
Senate Judiciary Committee:
Sennof Dave Dooky 259-0238
ScnamrJotoaCowdoy 259-0223
Senator Jcinmy E llis 269-0172
Satasor Gene Thexiauii 488-4271
FROM: P N. L. Story, General Manager
Q Susan Saxav?. Executive Assistant

NttBbwrfp*»a(aidudiB«aaSimn«) S O Hardcopy w fdlow by nmL

We«ltuM*aXnittPto74S. lfyoudo NOT recdt* «ibc t*»0, ptewe caacaom wafers cckpha® (907) 2514551
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H om er E lectric A ssociation”™ 1Inc

Corporate Office Cftiini Peninsula Service Ccnwr
3977 Lake Siresi 250 Arpon Way
Hoakrt. A b u U 99*503-7680 Kenai, Alaska y961 1-5280
Phune (907)235-5551 PHore (907) 283-583J

FaX (907) 235-3313 I'KX I'MT; 283-7122

June 20,2002

Senator Hcbm Taylor

Chairman, Senate Judkuiy ConiiBiitcc
POBox m i

WnmgciL AX.99929

Re: Regulatory Conunisajoiio fAlaska - Sunset Review

Dear Senaim Taylor:

HomerBeane Assocwaoo, Inc., IS an ekeme cooperative sem ng mosto fThe 50,000 residentso f
the.Kenai Pemnsala wuh eiam c power. Homer iJecnic has been closely follow ing the sunset
[EVIEW o fthe Regulatory Commissjan o fAlaska. Issues have arisen rehucd co the review dm have
the poienrial to tfirectiy affect the costo fpower to the customersofHomer Electric.

HomerElectric purchasespractically allo fus wholesale power from Cbugacb Electric Assodanon
undertbfttsnniofaw ho & ftle powercataract. The connaa provides that the rate for powerw ill

be setbythe RCA.

HomerElecttjc hat aconcern that Qutgech’s cam muaicariana w ith dw com mittee have created
anaroceow impression abouta currentiaie case in which HomerElectric is a significant patty,
h is totally mapproprute to creme pressure on aregutaory body totula in frvoro fooe hdjjam
overw jatner by ramies such as them. HoocrElectric vehemently object* to wyaoem pthw _
Chugach to use the fcgtsbaive review process to mfippropoatdy m fkiesce a regulatory bodym a

pending, adjudjcam ry matter.

HomerEleuoc has supported the AREC A position regarding the cooriBuaacn o fthe Cgenmtamn.
HEA befcewe*dm thelegisU aiic should indicate the Issues tnarneed to be addrened and then rive
the cammilsaGn up to rwo years to address those issues. The issues axe complex. Thus, ir the
coiHsasajoais extended in mis mannerthe R C A should be given deardirection as to the issues to
be addressed- HEA. behoves that each a course o faction w ill avoid placing m additional and
compiex burden on anumberoflegislative caawaraees who already are immersed m the m ultitude

o fother pressing issues oonhoohng the State.

Attached u Homer Electric’s response to the issues raised by Chugach. Chugach m ens they ate
losingmoney, Hcrwcvcr-CEA U nor kmag anything. They arejus recovering less dun whatthey
askedfar- AddinooaUy, CbuK ~’sxilmsdoeso s includes* ycaiswonhafdammit, ftis truethat
tfadr filing iainflocnccd 1%whatdecisions the RCA has made over the last rii years, buttfis also
influeaceaby whatthe AFUC decided badein 1986 and 1987. Itwould be as inaccurate to cUrim
thatthdr filing includes data going back 15 years (tol986>» as itwonld be to assertthu itincindea
these tix yean o fdata. Their filing includes ores year o f daia.
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: E-age 2
Letter to.Senator Bobin Taylor
June 20. 2002

Thank you fix letting HomerElectric presentits views,

Sincerely,

HOMERELECTRIC ASSOCIATION, INC.

ihaackmasi

Senator John Cowboy
Senator Gene Thanauk
Senator Johnny Elba

G. fianene Thompson, Chair, Regulatory Gammmion of Alaska

SenatorJohn Toqjezson
ScutnrJerry W«d
ReptweaauveMike Chanuk
Representative Kcu Lancaster
Repnaana nvc Dtew Scafca
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Homer Ekem c¢c Association, Inc*

Comments on Cbugadi Electric® Testimony

Jre 19,

Pending before the CcsnnrissScn at this rime is a request fay Cbogacb w increase ss m es and to
dgxrincmd.i/ alter ixs ran struame as regards its wholesale customers. One issue of particular
asotattoilcSiw Eiectric has been the testimony 0i @mgacti BCCtric Association to the

coamnoee and the apparent iotas of tins tcsmnany to influence the rate case pending before [he

RCa.

Homer FlIfdiic bat reviewed the prepared testuamy of Clmgach general manager Joe Gxtffufa
m i foe few; of board preside*Bm ctDaroca j'Jeidierwarns represents ifce views cr(Hocacr
Beane zod nchfacr witness Is spoking an bebtii of the nearly 2arQ00 members of HEA. Hocacr
Scercic was aoc oansuhed coacuw tg die ficsdcjany, either before or after it was prawned.
Homer Bccaic appreciates this oppemauy to presenta different perspective ca same ofthe
issues dm we believe w oe somewhat distorted by the Chugach (esdoacaiy.

Cdagacfc’Imem theme was dm Chbagach is being iih»cd by foe RCA inam a pmcaediag
baton: that gaari®udictal body, and dux this body is okiag too long to make derisionsinin
dodoeo. The three mam axDpfarins made fay Mr. Griffithere responded® in ibe paxagnpte

below in some detail. ButE m itis forportxa: to tanj so the judiciaiy aronnmee's Saeaecn a

baic disriBcsiottbewwattPHOVCTy difSregfopctiaa withtaadocto.

The fim dnje-line involve* the proceedings ftoct theuse of flflsg through die hearing process.
ffc»e acderataai don then* a typically more rhaaone psny to a proceeding jnyoiviog a request
foe aate moease. Andin many cases the posicas ofthe parties an: diwoesrjcslly oppoted.
lliercia» <xmiaamooM < rimedatis neccsssti foradvme patties® accumniz» die
iaforaaaottnoociaaryto ncdaraad gad verily foe dag pretesgd tryeach other. Thnproom
cm atoesfaer more or less rime, depending on the degree of coopctapoa fay flic utility dm a
lieasm qiiM Bdu make riveinfooimloa available. A*dwcmind below,. Chugach has been ten
ideacoopearive ia thismaoer. It is aaportitot that rite time for condoning discovery not be
mocaed. A ‘tush to judgment' which sacrifices the ability of the parries to present accurate and
Bfflcteta iuffannarioo ro riss RCA is notin tot pabtic iggrrsL Itisoucal to the public aserest
m aiJow ail the paroes aceess u informanon Moessazy m varidase whether isd o w ha extentthe

mac increase requested on be supported.

The other tkoe-ihje involves me rimeituire* foe RCA to make a deejsmj, once all foe pane*
bare had a cftaaoe represent their views m ihePanei. This is usually done- ai a hearing, ifrhe

panics do then:jobs, the mfonnarionpot before the RICAsbcuid allow die Panel to make as

decsaaaoa.the requested nee increase within three months. Itis true that it tes taken rise RCA

Up to six nsGJHhs aa occasion. Taking das long «>make a decision Is unnecessary and the
practice tiviuid he sancriooed or at kasr discoozaged.



Honw £karx Aviacaoafl, Inc. Page2

Ccfamems cm Chogsrix's Trtnmcny

June 192002

Qmugactiviasi &rer primary problems m ir3 tcsnrnnny. Homer Hecm ¢ =vtU respond to (bestis

tbs oedenntsed.

Plot. Cm gzdiccmptaios to tbc Ccnam mioa tank too loog co m sie a ckdsion ia a fipec&k case
after the bearing was eandiKicd. Cbu&xch expressed CUIXCm &arir mighiexperience a sim ilar
ddxy in processing 3332001 m e case. Rscnoc oftf* djsm saicc espiainetiabove; HacurEkcsv
doesn't vie# das rwu sjruaoota as analyst**. TI* fira m scr allacjsd co by Chugach lii;
resellofecotcpliauwipracakirsd n aii involving tte seed to address m e Uroes arising » tints
Ecpwasey«rt. Nnvsnfceieia, Home? Electric agrees tisaithe awe could tavs bew resolved in a
mcxr tundy fehfcm . Tbc Cbogacb race case filed in July of2001 if <iifirre»s. fcts the fim major
lidgncd m-tcase involving Qjugadiriaco 19S7. n*a»e*cfeifinBpjweao theRCA axiite

CbugadLcimomen wish significant new and iuuestniissues, affecting poentbU jf 110,000
its members of Hncnrr Ebem ¢, whois ngnjficani petty go tb* case.

coawaocrs,
|
OnApril 15,2002, CEA made severalmsjwdm zga; m ils originalJuly, 2('[)1 fling. The
changesbne rw piiad zZtxszd » proceeding be attended do allow she otter tie pastes mac to
review and sadencand & » ¢ dsnges. The issues in the case sic ofsuch acporwoce and
cctnpkaiiy than adttfua# rime far pnTJsarica, bciudiag discovery, m as be afittakd all panics 10
I
i
N oo, nmgncfrargues iHaribe carnicitnna does a X controlIn proceedtags wdL Asssesasqde
Ctogack ceenpigcg thatlrto had to produce tpprocna tciy 57.000 pays ofdoqcaeaa todan a
in am case, fcis HaattBficw fa’sotaervaciontto to volume ofttoeumaiBsdin Qw pch to
produced a tteioafc ofCbug” 'aovradaH”. Foe eam pie, s& xiiy tftrr milchgia flttag
Cbupdidcdiusd s request by Kroner Electric to csafcfeh 4 more in & rauidiscovery process
wtdcftwtx&U&nc proofed 1& r meaaag between the panics n>exchangeiifcnsasico cdsed 10 (he
docket.'Saciia \jscCzS wouki tave avoided &C need for tie fem id requestof3 I& * ¢ auaaitfrof

ibc doauamrs. Qgfaer em npks can be providmlxxfeed, as doesuatavsafesro ical®
betievcdarCtupch to cfeaea «wosaxim ae ncusofp**w a bss beentjajoimJ
psoctaa,marterTOjusB™a3ni>toinnie tt)dieilC A tfaatish u bpeaaiMucdbyltiwod«paniesBi
tjaeJodax. As oneofrtoifejgtotia.the process RooseSsaiicdocsnucw aaiioriglas©
iafocsieao&iesaksel. la faa ccotraiy ta d)e comptonrofQ aip rft, from HcmerBeorte's
pospcohe tte cotm nteioa has ia SOMe instances been mo lestriaive ia lisadag ttee disccrvay

tbecstt;

process.
T

Fnaife. Cbagach cooapbias dm ifae cocnm ssioa coosidas the same issue ip a"ce icpk
proceediags.. Itis dear gofioocr Sectric darCliugadican caiy be iefem agjto a Tam Jocis-
mmsscacaia w hldi Qrugach lost over $ 3.7 milioo. Chu&stiis asttag ill C3u»pd»'B raw
peycntDpsry f0r these lossesiadteiriw e. Jfctacx Ekonc is iavea% jang iio pmJency ofto
trsasirjco aad Oie appropcststKM ofincJudjo® in cua in rwes. Chogach dm tiw
ConyjtBdcnhn cocsidered tins iasue twice teribw. fa tSX it» Cofroniaaon bas never made a

dcetegaiMigiheptalfiagy ofttonaosaciion.
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Poor, Randall W. (Randy)

If anyone really cares anymore

I'm am writing this asking for your support in investigating the RCA. | took the time to go to several of there
meeting and | see a real problem. They don't seem to even care that they are one sided in front of the public. All we are
asking for is for you to look into this board and staff. | believe in competition but what they have done in the last few

years is wrong and is so one sided they must be in someone's pocket.

| have been in Alaska since 1956 and | cant believe it takes this long to get someone attention when they have
ahoard that is on the payroll of the tax payers and is running amuck without you doing anything about it.

Randall W Poor
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site MAT -L10 SUBJECT OF MEETING:

COMMITTEE:
Senate Judiciary UPDATE#:fin al

DATE: 06/20/02

PLEASE

(MAILING & ZIP) REPRESENTING TO TESTIFY?
Y or N

Email address: RCA

DO YOU WANT

P R I N T YOUR NAME ADDRESS
Email address:
Email address:
Email address:
Email address:

Email address:
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Alaska Communications Systems Reports Strong
Third Quarter 2001 Results

Positive Quarterly Cash Flow on Record EBITDA of $33.3
M illion

ANCHORAGE, Alaska, Oct 25, 2001 -- Alaska Communications Systems Group,
Inc. ("ACS") (Nasdaq:ALSK) today reported financial results for the third quarter
ended September 30, 2001. Revenues for the quarter grew 10.6% to $82.8
million compared to $74.9 million in the same period last year. For the third
quarter of 2001, EBITDA increased 42.9% to $33.3 million compared to $23.3

million for the same period last year.

"We are pleased to report that our overall results continued to improve during
the quarter,” commented Chuck Robinson, Chairman and CEO of ACS. "We
experienced sequential revenue growth in our cellular, directory, Internet and
interexchange businesses as we continued to compete well in our marketplaces
and win additional customers. EBITDA, which was the highest in the Company's
history, showed improvement as we continue to seek efficiencies from our local
telephone business. In contrast to the economic downturn the rest of the nation
seems to be experiencing, the Alaskan economy remains solid and the prospects

for future growth are promising."

"While we are pleased with our progress in many areas,” Robinson continued,
"we are mindful that on a year-to-date basis total local telephone revenues have
decreased over the past year. This is a result of a combination of unfair
competitive arbitrage opportunities associated with below cost UNE rates,
coupled with decade-old retail rates which do not permit us
regulated revenue requirement. We are currently engaged in <
before the state regulatory commission that address these issues
retail and interconnection rates and allowing us to compete more

our markets."

ACS experienced its second consecutive free cash flow positive qu
balances increased $3.7 million during the quarter. The Company i
loss of $1.4 million, or $0.04 per share, for the quarter ended S
2001 - an improvement of $1.4 million or $0.05 per share on
guarter basis. In 2000, ACS reported a third quarter net loss of $H
$0.33 per share. Income before amortization of goodwill was $54
quarter, or $0.02 per share, compared to a $9.0 million net loss,
share in the same period last year.

Kevin P. Hemenway, Senior Vice President and CFO of ACS, stated,
margin increased to 40.2% from 31.1% last year and 39.2% in the
preceding quarter, demonstrating our continued commitment to

operating improvements. Going forward we will continue to take t
steps to increase our telephone and wireless operating margins wl
growing our emerging businesses."”

http://investors.alsk.com/news/20011025-62993.clm
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Highlights from the Quarter — Local telephone:

» Access lines for the quarter were 333,166, an increase of 3,111 over the
immediately preceding quarter.

* Local network service revenues grew by 6.6% on a sequential quarter
basis, reflecting a strong competitive position and improved collection

processes.

» Access revenues were flat with the immediately preceding quarter and
grew by over $3.2 million from last year. Third quarter 2000 revenues
included a $3.6 million reserve for an as yet unresolved dispute regarding

interstate access revenues.

» Deregulated and other revenues decreased by $2.1 million from the
immediately preceding quarter as customers deferred capital expenditures
on large PBX and CPE equipment and a one-time change to the Company's
assessment of late fees.

o Cellular revenues increased to $11.0 million for the third quarter of
2001 from $10.9 million in 2000. Cellular subscribers increased
7.6%, or 5,562, to 78,758 from 73,196 in 2000. Penetration
improved to 17.0% compared to 15.9% for 2000.

o Directory revenues grew 20.0% over the corresponding quarter in
2000 to $8.7 million.

o Internet revenues grew 38.4% to $3.6 million from $2.6 million in
2000, reflecting increases in DSL customers and the acquisition of
MosquitoNet in Fairbanks on July 6th, 2001. With the acquisition of
MosquitoNet, ACS is the State's largest provider of paid Internet
service. The Company had approximately 6,000 DSL subscribers at

September 30, 2001.

o Interexchange revenues increased 81.3% from $3.0 million in 2000
to $5.4 million in 2001. During the quarter, the Company succeeded
in adding approximately 1,300 additional customers for its Easy
Choices program and has grown its long distance subscriber base by
approximately 70% over last year.

o Operating expenses before depreciation and amortization decreased
from the same period last year, despite a 10.6% increase in
revenues. This quarter's expenses included approximately $0.7
million related to the early stages of the Company's rollout of its
advanced IP network and service center, and $0.3 million related to
MosquitoNet transition services, which are reflected in Internet

expense.

ACS’ management will host a conference call at 5:00 P.M. Eastern time on
Thursday, October 25, 2001 to discuss the third quarter results and the
Company's outlook for the remainder of 2001. The Webcast will be available live
from the Company's corporate website at www.ACSalaska.com and via replay
beginning two hours after the completion of the call. An audio replay of the call
will also be available by dialing 320/365-3844 and entering the passcode
605534. The replay will be available until midnight ET on November 1, 2001.

About Alaska Communications Systems, Inc.

http://investors.alsk.com/news/20011025-62993.cfm 6/21/2002
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ACS is the leading integrated communications provider in Alaska, offering local
telephone service, wireless, long distance, data, and Internet services to
business and residential customers throughout Alaska. ACS currently serves
approximately 333,000 access lines, 79,000 cellular customers, 67,000 long
distance customers and 51,000 Internet customers throughout the State. More
information can be found on the Company's website at or replay it at a later
date by accessing the Company's website at http://www.ACSalaska.com.

Statements contained in this press release that are not historical fact are
"forward-looking statements” that involve a number of known and unknown
risks or uncertainties. Additional factors, which may affect actual results, are
contained in the Company's filings with the SEC. Forward-looking statements in
this release are made pursuant to the safe harbor provisions contained in the
Private Securities Litigation Reform Act of 1995.

http://investors.alsk.com/news/20011025-62993 .cfm 6/21/2002
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SCHDULE 1
ALASKA COMMINICATIONS SYSTEVE GROLP,  INC.
CONSOLIDATED STATEVENTS OF OPERATIONS
(Unaudited, in Thousands, Except per Share Amounts)
Three Months Ended Nine Months Ended
September 30 September 30
2001 2000 2001 2000

Operating revenues:
Local telephone $ 53,860 $ 50,819 $ 163,018 $ 167,966

Cellular 11,041 10,947 30,734 29,657
Directory 8,705 7,255 24,857 21,584
Internet 3,584 2,590 9,898 5,247
Interexchange 5,395 2,976 16,557 8,513
Other 235 279 733 853
Total operating
revenues 82,820 74,866 245,797 233,820
Operating expenses:
Local telephone 29,259 34,166 88,582 103,288
Cellular 5,951 5,913 17,501 17,684
Directory 3,616 3,404 10,478 10,199
Internet 4,583 3,672 11,592 7,788
Interexchange 6,678 4,187 23,043 12,774
Other 470 342 1,429 1,031
Unusual charges — 2,083 — 2,083
Depreciation and
amortization 20,054 17,773 59,292 52,464
Total operating
expenses 70,611 71,540 211,917 207,311
Operating income 12,209 3,326 33,880 26,509
Other income (expense):
Interest expense (14,677) (16,417) (45,945) (48,253)
Interest income
and other 1,021 2,195 2,777 5,033
Equity in earnings
(loss) of investments — 69 (153)
Total other
expense (13,656) (14,222) (43,099) (43,373)
Loss before income taxes (1,447) (10,896) (9,219) (16,864)
Income tax benefit 48 20 147 154
Net loss $ (1,399) $ (10,876) < (9,072) S (16,710)
Net loss per share -
basic and diluted $ (0.04) $ (0.33) $ (0.29) « (0.51)
Weighted average shares
outstanding 31,550 32,927 31,457 32,806
EBITDA $ 33,284 $ 23,294 $ 96,018 $ 83,853
=3=======  =:333-333 =33=33333 3=33=333=

Note: Certain reclassifications have been made to the 2000 data to
conform with the current presentation.

http://investors.alsk.com/news/20011025-62993.cfm 6/21/2002
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SCHEDULE 2

. ALASKA COVMUNICATIONS SYSTEVES GROLP,  INC.

CONDENSED CONSCLIDATED BALANCE SHEET DATA
(Unaudited, in Thousands)
September 30, December 31,
2001 2000

Cash and cash equivalents ? 34,731 $ 61,896
Restricted cash 6,890 —
Property, plant and equipment, net 483,907 460,735
Total assets 903,935 908,285
Long-term debt 611,397 614,004
Stockholders!l equity 193,634 215,380
SCHEDULE 3

(Unaudited, in Thousands)

Three Months Ended Nine Months Ended

September 30 September 30

2001 2000 2001 2000

Local telephone revenues:

Local network service $ 24,388 $ 22,679 $ 70,530 $ 70,298
Network access revenue 24,993 21,779 76,258 79,835
Deregulated and other 4,479 6,361 16,230 17,833

Local telephone
revenues $ S3,860 $ 50,819 $163,018 $167,966

SCHEDULE 4
ALASKA COMMUNICATIONS SYSTEVS GROLP,  INC.
KEY OPERATING STATISTICS
As of September 30,

2001 2000

Local telephone:

Retail access lines 266,040 274,458

Uholesale access lines 20,858 18,110

WUNE loops 46,268 36,420

Total access lines 333,166 328,988

Average access lines for

the quarter 331,611 329,604

Annual growth rate 1.3* 1.9*
Cellular:

Covered population 462,057 460,802

Ending subscribers 78,758 73,196

Average subscribers for

Che quarter 78,666 73,395

Annual growth rate 7.6* 3.3*

Penetration 17.0* 15.9*

Quarterly minutes of

use (0001s) 45,272 35,614

Quarterly average revenue

per Unit $ 45.78 $ 49.72
Long Distance:

Long distance subscribers 67,211 39,734

Quarterly minutes of

use (000's) 49,337 18,772
Internet:

Internet subscribers 50,500 43,785

Note: Third quarter 2000 access line counts have been reduced by
3,034 from previously reported amounts to reflect corrections
in counting of certain service offerings.

http://investors.alsk.coin/news/20011025-62993.cfm 6/21/2002


http://investors.alsk.coin/news/20011025-62993.cfm

P

ACS Investor Relations - Analysts Listings

Financials
Fundamentals
Charting & Quote
SEC Filings
Cost Basis Calculator
Earnings & Estimates
Analysts Listings
Transfer Agents

IR Bvents
Events Calendar
First Delivery

About ACS
Why Invest in ACS7
Company Profile
Management Team
Nows Releases
Annual Report
Visit ACSalaska.com
ACS Investor Home

Contact ACS | Privacy | Safe Harbor

News Releases

Alaska Communications Systems Reports Solid
Fourth Quarter 2001 Results

Strong Quarterly Cash Flow on Record Revenues of $85.9
Milliot:

Quarter Highlighted by $92 Million State of Alaska Award and
Improvements rn DSL Rollout

ANCHORAGE, Alaska— February 20, 2002- Alaska Communications Systems
Group, Inc. ("ACS") (Nasdaq: ALSK) today reported financial results for the
fourth quarter and full year ended December 31, 2001. Revenues for the quarter
grew 8.5% to $85.9 miliion compared to $79.2 million in the same period last
year. For the fourth quarter of 2001, EBITDA increased 17.8% to $32.6 million
compared to $27.7 million for the same period last year. Revenues for the full
year grew 6.0% during 2001 to $331.7 million compared to $313.0 million for
2000 and EBITDA increased 15.3% to $128.7 million for 2001.

"We are pleased to report solid results for the quarter, led by our local telephone
and directory businesses," commented Chuck Robinson, Chairman and CEO of
ACS. "We came in on target despite normal seasonality and aggressive fourth
guarter advertising campaigns launched by our competition in our residential
local and long distance markets. Notably, we had improved results in our
broadband business, which added about 400 customers per month. The most
significant development for us during the quarter was the award of a five year
$92 million contract from the State of Alaska to provide a broad range of
telecommunications services,” Robinson continued. "The State provides us an
anchor tenant for our next generation, IP network and this contract will be the
cornerstone of our focused effort to offer advanced services to institutional
customers. This award in a highly competitive bid process clearly establishes
ACS as the technology leader in Alaska and we are excited about our prospects
for winning new customers in this segment of the market."”

"On the regulatory front, we implemented 8% and 24% increases to our
Anchorage UNE and residential local service rates, respectively,” Mr. Robinson
continued. "While these increases represented progress in our regulatory
strategy, we continue to face a market with unfair competitive arbitrage
opportunities associated with below cost UNE rates. For example, our primary
competitor in Anchorage did not match our residential rate increase for their
CLEC customers, allowing it to capture market share, primarily among lower

margin customers.”

ACS experienced its third consecutive quarter of free cash flow positive results
as cash balances increased $6.3 million during the quarter to $47.9 million,
including $6.9 million of restricted cash. For the quarter ended December 31,
2001, the Company incurred a net loss of $2.2 million, or $0.07 per share,
which compares to a fourth quarter net loss of $8.5 million, or SO.26 per share,
for the same period last year. For the fourth quarter of 2001, net loss before
amortization of goodwill was $0.2 million, or less than $0.1 per share, compared

http://investors.alsk.com/news/20020220-72644.cfm
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to a net loss of $6.6 million, or $0.20 per share, for the same period last year.

For the full year 2001, tha Company's net loss was $11.2 million, or $0.36 per
share compared to $25.2. million, or $0.77 per share, for 2000; a $14.0 million
improvement in results. The net loss before amortization of goodwill was $3.5
million, or $0.11 per share for the full year 2001.

Kevin P. Wemenway, Senior Vice President and CFO of ACS, stated, "Our EBITDA
margin for the fourth quarter improved to 38.0% compared to 35.0% in the
same period last year and we had our third consecutive quarter of positive net
cash flow. We believe there continues to be room for improvement in operating
expense containment and look to improve margins in 2002. In addition, we
expect to continue to invest capital in advanced communications services that
we believe will result in revenue and EBITDA growth opportunities in the future.”

Highlights from the Quarter

* Local telephone was a strong performer during the quarter with all
categories of revenue increasing on both a year-over-year and sequential

basis.
o Access lines for the quarter were flat on a sequential quarter basis

totaling 332,923.

o Local network service revenues grew by 5.5% on a sequential
quarter basis, reflecting a regulatory rate increase and improved
billing and collection processes,

0 Access revenues increased $1.7 million, or 6.9%, from the third
guarter, as a result of true-ups related to year-end access charge
cost studies, principally due to a year-end benefit associated with
the company maintaining a stronger than anticipated competitive
position in Fairbanks and Juneau,

o Deregulated and other revenues increased by 32.5% or $1.5 million
from the third quarter of 2001, reflecting increases in Customer
Premise Equipment (CPE) sales and other miscellaneous revenues.

* Cellular revenues were essentially flat at $9.7 million in the seasonally soft
fourth quarter of 2001 when compared to $9.8 million in 2000. Average
Revenue per Unit (ARPU) for the quarter declined 7.7% year-over-year,
consistent with industry trends, but the Company continued to win new
cellular subscribers, adding 5.5%, or 4,187, to 80,120 for the year. The
company was also able to improve EBITDA margin during the quarter by
approximately 200 basis points to 31.2%, compared to 29.2% last year.

« Directory revenues grew 19.0% over the corresponding quarter in 2000 to
$9.0 million primarily as a result of strong demand for advertising in our
regional directories.

* Internet revenues grew sequentially to $3.8 million from $3.6 million in
the third quarter, reflecting the success of the Company's DSL rollout. ACS
ended the quarter with over 7,000 DSL subscribers.
Interexchange revenues increased 45.8% from $3.3 million in the fourth
quarter of 2000 to $4.8 million in the same quarter in 2001 but were down
sequentially from $5.4 million in the preceding quarter. The sequential
decrease was largely due to churn caused by promotional activity from
one of the company's LD competitors, as well as lower calling volumes due
to seasonality.

» Operating expenses for the quarter before depreciation and amortization
increased 1.4% from the same period last year on an 8.5% increase in

revenues.

ACS’ management will host a conference call at 5:00 P.M. Eastern time on
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Wednesday, February 20, 2002 to discuss the fourth quarter results. The
Webcast will be available live from the Company's corporate website at
www.ACSalaska.com and via replay beginning two hours after the completion of
the call. An audio replay of the call will also be available by dialing 800-475-
6701 and entering the passcode 624415. The replay will be available until
midnight ET on February 27, 2002.

About Alaska Communications Systems, Inc. ACS is the leading integrated
communications provider in Alaska, offering local telephone service, wireless,
long distance, data, and Internet services to business and residential customers
throughout Alaska. ACS currently serves approximately 333,000 access lines,
80,000 cellular customers, 66,000 long distance customers and 46,000 Internet
customers throughout the State. More information can be found on the
Company's website at http://www.ACSalaska.com.

Statements contained in this press release that are not historical fact are
"forward-looking statements" that involve a number of known and unknown
risks or uncertainties. Additional factors, which may affect actual results, are
contained in the Company's filings with the SEC. Forward-looking statements in
this release are made pursuant to the safe harbor provisions contained in the
Private Securities Litigation Reform Act of 1995.

Copyright©2002 Alaska Communications Systems, Inc Allrights rosorvod.
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G orrardi
Input Pitches for FCC Model
Unit Cost Inputs
DLC Costs, Fairbanks
FCC GClI ACS
Ratio to Ratio to
Input Input FCC Input FCC
2016 Line Fiber, Fixed $152,617 $201,198 1.32 $315,445 2.07
2016 Line Fiber, Variable $74.98 $80.75 1.08 $88 1.17
1344 Line Fiber, Fixed $107,225 $146,786 1.37 $233,778 2.18
1344 Line Fiber, Variable $74.98 $80.75 1.08 $88 1.17
672 Line Fiber, Fixed $97,443 $130,727 1.34 $155,390 1.59
672 Line Fiber, Variable $74.98 $80.75 1.08 $88 1.17
96 Line Fiber, Fixed $23,848 $25,685 1.08 $30,232 1.27
96 Line Fiber, Variable $87.30 $94.02 1.08 $88 1.01
24 Line Fiber, Fixed $19,881 $21,412 1.08 $27,226 1.37
24 Line Fiber, Variable $87.30 $94.02 1.08 $88 1.01
96 Line Copper, Fixed $23,848 $25,685 1.08 $31,924 1.34
96 Line Copper, Variable $87.30 $94.02 1.08 $88 1.01
24 Line Copper, Fixed $19,881 $21,412 1.08 $28,04f 1.41
24 Line Copper, Variable $87.30 $94.02 1.08 $88 1.01
Site Preparation Cost $11,000 $14,223 1.29 $13,503 1.23
DLC Costs, Juneau
FCC GClI ACS
Ratio to Ratio to
Input Input FCC Input FCC
2016 Line Fiber, Fixed $152,617 $164,674 1.08 $261,906 1.72
2016 Line Fiber, Variable $74.98 $80.90 1.08 $88 1.17
1344 Line Fiber, Fixed $107,225 $115,696 1.08 $180,710 1.69
1344 Line Fiber, Variable $74.98 $80.90 1.08 $88 1.17
672 Line Fiber, Fixed $97,443 $105.141 1.08 $98,599 1.01
672 Line Fiber, Variable $74.98 $80.90 1.08 $88 1.17
96 Line Fiber, Fixed $23,848 $25,732 1.08 $30,837 1.29
96 Line Fiber, Variable $87.30 $94.20 1.08 $88 1.01
24 Line Fiber, Fixed $19,881 $21,452 1.08 $27,692 1.39
24 Line Fiber, Variable $87.30 $94.20 1.08 $88 1.01
96 Line Copper, Fixed $23,848 $23,732 1.08 $32,507 1.36
96 Line Copper, Variable $87.30 $94.20 1.08 $88 1.01
24 Line Copper, Fixed $19,881 $21,452 1.08 $28,483 1.43
24 Line Copper, Variable $87.30 $94.20 1.08 $88 1.01
Site Preparation Cost $11,000 $14,421 1.31 $13,503 1.23
Drop Cost
FCC GClI ACS
Ratio to Ratio to
Input Input FCC Input FCC
Drop Cost per Kilofect $560 $1,080 1.93 $2,400 4.29
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Input Pitches for FCC Model
Unit Cost Inputs

Network Interface Device (NID) Cost

FCC GClI ACS-FBKS ACS-IJNO
S I S ' ' ' Ratio to Ratio to Ratio to
- - - Input Input FCC Input FCC Input FCC
NID Cost $39.50 $46.45 1.18 $72.65 1.84 $73.19 1.85
Duct Cost per Kilofeet
FCC GClI ACS-FBKS ACS-JNO
Ratio to Ratio to Ratio to
Input Input FCC Input FCC Input  FCC
Duct Cost per Kilofeet $720 $990 1.38 $5,107 7.09 $5,153 7.16
Switching Costs, Fairbanks
FCC GClI ACS
' i s Rado to oatio to
Input Input FCC Input FCC
Host / Standalone
Fixed Cost $486,700 $525,636 1.08 $3,889,852 7.99
Per Line $87 $94 1.08 $206 2.36
Remote
Fixed Cost $161,800 $174,744 1.08 $258,391 1.60
j Per Line $87 $94 1.08 $215 2.47
Switching Costs, Juneau
. Fcc GClI ACS
re / Rado to Rado to
Input Input FCC Input FCC
Host / Standalone
Fixed Cost $486,700 $525,636 1,08 $3,889,852 7.99
Per Line $87 $94 1.08 $254 2.92
Remote
FLxed Cost $161,800 $174,744 1.08 $292,357 1.81
Per Line $87 $94 1.08 $228 2.62
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Input Pitches for FCC Model
Unit Cost Inputs

Manhole Costs, Fairbanks

FCC GCl ACS
D Ratio to Ratio to
“Input Input FCC Input FCC
Normal

2 Ducts Si,437 $1,738 1.21 $4,873 3.39

4 Ducts $4,472 $5,412 1.21 $4,873 1.09

9 Ducts $5,176 $6,263 1.21 $10,338 2.00

99 Ducts $3,070 $3,715 1.21 $10,338 3.37
Soft Rock

2 Ducts $1,512 $1,829 1.21 $4,873 3.22

4 Ducts $4,652 $5,629 1.21 $4,873 1.05

9 Ducts $5,336 $6,457 1.21 $10,338 1.94

99 Ducts $3,150 $3,812 1.21 $10,338 3.28
Hard Rock

2 Ducts $1,587 $1,920 1.21 $4,873 3.07

4 Ducts $4,832 $5,847 1.21 $4,873 1.01

9 Ducts $5,496 $6,650 1.21 $10,338 1.88

99 Ducts $3,230 $3,908 1.21 $10,338 3.20

Manhole Costs, Juneau
cm GClI ACS
] Ratio to Ratio to
vi . ", Input Input FCC Input FCC
Normal

2 Ducts $1,437 $1,753 1.22 $6,168 4.29

4 Ducts $4,472 $5,456 1.22 $6,168 1.38

9 Ducts $5,176 $6,315 1.22 $11,741 2.27

99 Ducts $3,070 $3,745 1.22 $11,741 3.82
Soft Rock

2 Ducts $1,512 $1,844 1.22 $6,168 4.08

4 Ducts $4,652 $5,676 1.22 $6,168 1.33

9 Ducts $5,336 $6,510 1.22 $11,741 2.20

99 Ducts $3,150 $3,843 1.22 $11,741 3.73
Hard Rock

2 Ducts $1,587 $1,936 1.22 $6,168 3.89

4 Ducts $4,832 $5,896 1.22 $6,168 1.28

9 Ducts $5,496 $6,705 1.22 $11,741 2.14

99 Ducts $3,230 $3,941 1.22 $11,741 3.63
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Input Pitches for FCC Model
Unit Cost Inputs

Drop Terminal, Fairbanks

FCC GClI ACS
Ratio to Ratio to
Input Input FCC Input FCC

Buried
1 pair $133 $164 1.23 $577 4.32
6 $157 $193 1.23 $577 3.67
12 $441 $543 1.23 $577 1.31
25 $451 $555 1.23 $577 1.28
50 $220 $271 1.23 $220 1.00
100 $333 $410 1.23 $333 1.00
200 $665 $819 1.23 $665 1.00
400 $1,331 $1,638 1.23 $1,331 1.00
600 $1,996 $2,457 1.23 $1,996 1.00
900 $2,770 $3,410 1.23 $2,770 1.00
1200 $3,993 $4,915 1.23 $3,993 1.00
1800 $5,539 $6,819 1.23 $5,539 1.00
2400 $7,536 59,277 1.23 $7,536 1.00
3600 $11,079 $13,638 1.23 $11,079 1.00
5400 $16,618 $20,457 1.23 $16,618 1.00
7200 $21,708 $26,723 1.23 $21,708 1.00

Aerial
1 pair $70 $87 1.23 $458 6.51
6 $96 $118 1.23 $458 4.77
12 $132 $162 1.23 $458 3.48
25 $216 $266 1.23 $458 2.12
50 $220 $271 1.23 $220 1.00
100 $333 $410 1.23 $333 1.00
200 $665 $819 1.23 $665 1.00
400 $1,331 $1,638 1.23 $1,331 1.00
600 $1,996 $2,457 1.23 $1,996 1.00
900 $2,770 $3,410 1.23 $2,770 1.00
1200 $3,993 $4,915 1.23 $3,993 1.00
1800 $5,539 $6,819 1.23 $5,539 1.00
2400 $7,536 $9,277 1.23 $7,536 1.00
3600 $11,079 $13,638 1.23 $11,079 1.00
5400 $16,618 $20,457 1.23 $16,618 1.00
7200 $21,708 $26,723 1.23 $21,708 1.00

Underground

1 pair $133 $164 1.23 $577 4.32
6 $157 $193 1.23 $577 3.67
12 $441 $543 1.23 $577 1.31
25 $451 $555 1.23 $577 1.28
50 $220 $271 1.23 $220 1.00
100 $333 $410 1.23 $333 1.00
200 $665 $819 1.23 $665 J.0o
400 $1,331 $1,638 1.23 $1,331 1.00
600 $1,996 $2,457 1.23 $1,996 1.00
900 $2,770 $3,410 1.23 $2,770 1.00
1200 $3,993 $4,915 1.23 $3,993 1.00
1800 $5,539 $6,819 1.23 $5,539 1.00
2400 $7,536 $9,277 1.23 $7,536 1.00
3600 $11,079 $13,638 1.23 $11,079 1.00
5400 $16,618 $20,457 1.23 $16,618 1.00
7200 $21,708 $26,723 1.23 $21,708 1.00



Input Pitches for FCC Model
Unit Cost Inputs

Drop Terminal, Juneau

FCC GClI ACS
1 Ratio to s \"': Ratio to
Input Inpu't FCC Input FCC
Buried
1 pair $133 $166 1.24 $573 4.29
6 $157 $195 1.24 $573 3.65
12 $441 $548 1.24 $573 1.30
25 $451 $561 1.24 $573 1.27
50 $220 $274 1.24 $220 1.00
100 $333 $414 1.24 $333 1.00
200 $665 $827 1.24 $665 i 1.00
400 $1,331 $1,556 1.24 $1,331 1.00
600 $1,996 $2,483 1.24 $1,996 1.00
900 $2,770 $3,446 1.24 $2,770 1.00
1200 $3,993 $4,967 1.24 $3,993 1.00
1800 $5,539 $6,891 1.24 $5,539 1.00
2400 $7,536 $9,375 1.24 $7,536 1.00
3600 $11,079 $13,782 1.24 $11,079 1.00
5400 $16,618 $20,673 1.24 $16,618 1.00
7200 $21,708 $27,005 1.24 $21,708 1.00
Aerial
1 pair $70 $88 1.24 $462 6.55
6 $96 $119 1.24 $462 4.81
12 $132 $164 1.24 $462 3.50
25 $216 $269 1.24 $462 2.14
50 $220 $274 1.24 $220 1.00
100 $333 $414 1.24 $333 1.00
200 $665 $827 1.24 $665 1.00
400 $1,331 $1,656 1.24 $1,331 1.00
600 $1,996 $2,483 1.24 $1,996 1.00
900 $2,770 $3,446 1.24 $2,770 1.00
1200 $3,993 $4,967 1.24 $3,993 1.00
1800 $5,539 $6,891 1.24 $5,539 1.00
2400 $7,536 $9,375 1.24 $7,536 1.00
3600 $11,079 $13,782 1.24 $11,079 1.00
5400 $16,618 $20,673 1.24 $16,618 1.00
7200 $21,708 $27,005 1.24 $21,708 1.00
Underground
1 pair $133 $166 1.24 $573 4.29
6 $157 $195 1.24 $573 3.65
12 $441 $548 1.24 $573 1.30
25 $451 $561 1.24 $573 1.27
50 $220 $274 1.24 $220 1.00
100 $333 $414 1.24 $333 1.00
200 $665 $827 1.24 $665 1.00
400 $1,331 $1,656 1.24 $1,331 1.00
600 $1,996 $2,483 1.24 $1,996 1.00
900 $2,770 $3,446 1.24 $2,770 1.00
1200 $3,993 $4,967 1.24 $3,993 1.00
1800 $5,539 $6,891 1.24 $5,539 1.00
2400 $7,536 $9,375 1.24 $7,536 1.00
3600 $11,079 $13,782 1.24 $11,079 1.00
5400 $16,618 $20,673 1.24 $16,618 1.00
7200 $21,708 $27,005 1.24 $21,708 1.00



Input Pitches for FCC Model
Unit Cost Inputs

SAl, Fairbanks

FCC ACS
GCU o,o0 Ratio to
t-s Input Input FCC Input FCC
Outdoor
1 1 pair $151 $169 1.12 $1,475 9.78
i 50 $562 $628 1.12 $1,699 3.02
100 $787 $880 1.12 $1,932 2.46
200 $1,349 $1,508 1.12 $2,398 1.78
400 $2,248 $2,513 1.12 $3,376 1.50
600 $3,147 $3,518 1.12 $3,285 1.04
900 $4,271 $4,775 1.12 $4,620 1.08
1200 $5,395 $6,032 1.12 $7,578 1.40
1800 $7,644 $8,546 1.12 $9,039 1.18
2400 $9,667 $10,808 1.12 $9,454 0.98
3600 $13,489 $15,081 1.12 $14,706 1.09
5400 $18,434 $20,609 1.12 $20,302 1.10
7200 $22,481 $25,134 1.12 $26,076 1.16
9000 $30,125 $33,680 1.12 $33,624 1.12
10800 $35,970 $40,214 1.12 $39,552 1.10
12600 $40,915 $45,743 1.12 $45,159 1.10
14400 $44,962 $50,268 1.12 $50,932 1.13
16200 $52,606 $58,814 1.12 $58,480 1.11
18000 $58,451 $65,348 1.12 $64,147 1.10
19800 $63,396 $70,877 1.12 $70,015 1.10
21600 $67,443 $75,401 1.12 $75,789 1.12
23400 $75,087 $83,947 1.12 $83,337 1.11
25200 $80,932 $90,482 1.12 $89,003 1.10
27000 $85,877 $96,010 1.12 $94,600 1.10
28800 $89,924  $100,535 1.12 $100,645 1.12
Indoor
1 pair $151 $169 1.12 $1,475 9.78
50 $220 $246 1.12 $1,699 7.72
100 $333 $372 1.12 $1,932 5.80
200 $665 $743 1.12 $2,398 3.61
400 $1,331 $1,488 1.12 $3,376 2.54
600 $1,996 $2,232 1.12 $3,285 1.65
900 $2,770 $3,097 1.12 $4,620 1.67
1200 $3,993 $4,464 1.12 $7,578 1.90
1800 $5,539 $6,193 1.12 $9,039 1.63
2400 $7,536 $8,425 1.12 $9,454 1.25
3600 $11,079 $12,386 1.12 $14,706 1.33
5400 $16,618 $18,579 1.12 $20,302 1.22
7200 $21,708 $24,270 1.12 $26,076 1.20
9000 $27,247 $30,462 1.12 $33,624 1.23
10800 $32,787 $36,656 1.12 $39,562 1.21
12600 $38,326 $42,848 1.12 $45,159 1.18
14400 $43,416 $48,539 1.12 $50,932 1.17
16200 $48,955 $54,732 1.12 $58,480 1.19
18000 $54,495 $60,925 1.12 $64,147 1.18
19800 $60,034 $67,118 1.12 $70,015 1.17
21600 $65,124 $72,809 1.12 $75,789 1.16
23400 $70,663 $79,001 1.12 $83,337 1.18
25200 $76,203 $85,195 1.12 $89,003 1.17
27000 $81,742 $91,388 1.12 $94,600 1.16
1 28800 $86,832 $97,078 1.12 $100,645 1.16
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Input Pitches for FCC Model
Unit Cost Inputs

SAl, Juneau
) Fog . GClI ACS
y-_- ’ & Ratio to Ratio to
Input Input FCC Input FCC
Outdoor
1 pair $151 $169 1.12 $1,454 9.64
50 $562 $631 1.12 $1,674 2.98
100 $787 $884 1.12 $1,904 2.42
20 $1,349 $1,515 1.12 $2,362 1.75
400 $2,248 $2,525 1.12 $3,325 1.48
600 $3,147 $3,534 1.12 $3,238 1.03
900 $4,271 $4,796 1.12 $4,540 1.06
$5,395 $6,059 1.12 $7,425 1.38
1800 $7,644 $8,584 1.12 $8,864 1.16
2400 $9,667  $10,856 1.12 $9,273 0.96
3600 $13,489  $15,148 1.12 $14,405 1.07
5400 $18,434  $20,701 1.12 $19,877 1.08
7200 $22,481  $25,246 1.12 $25,522 1.14
9000 $30,125  $33,830 1.12 $32,895 1.09
10800 $35,970  $40,394 1.12 $38,708 1.08
12600 $40,015  $45,948 1.12 $44,180 1.08
14400 $44,962 $50,492 1.12 $49,825 1.11
16200 $52,606  $59,077 1.12 $57,198 1.09
18000 $58,451  $65,640 1.12 $62,738 1.07
19800 $63,396  $71,194 112 $68,482 1.08
21600 $67,443  $75,738 1.12 $74,127 1.10
23400 $75,087  $84,323 1.12 $81,500 1.09
25200 $80,932  $90,887 1.12 $87,041 1.08
27000 $85,877  $96,440 1.12 $92,513 1.08
28800 $89,024  $100,985 112 $98,430 1.09
Indoor
1 pair $151 $169 1.12 $1,454 9.64
50 $220 $247 1.12 $1,674 7.61
$333 $374 1.12 $1,904 5.72
20 $665 $747 1.12 $2,362 3.55
400 $1,331 $1,495 1.12 $3,325 2.50
600 $1,996 $2,242 1.12 $3,238 1.62
900 $2,770 $3,111 112 $4,540 1.64
$3,993 $4,484 1.12 $7,425 1.86
1800 $5,539 $6,220 1.12 $8,864 1.60
2400 $7,536 $8,463 1.12 $9,273 1.23
3600 $11,079  $12,442 1.12 $14,405 1.30
5400 $16,618  $18,662 1.12 $19,877 1.20
7200 $21,708  $24,378 1.12 $25,522 1.18
9000 $27.247  $30,598 1.12 $32,895 1.21
10800 $32,787  $36,820 1.12 $38,708 1.18
12600 $38,326  $43,040 1.12 $44,180 1.15
14400 $43,416  $48,756 1.12 $49,825 1.15
16200 $48,955  $54,976 1.12 $57,198 1.17
18000 $54,495  $61,198 1.12 $62,738 1.15
19800 $60,034  $67,418 1.12 $68,482 1.14
21600 $65,124  $73,134 1.12 $74,127 1.14
23400 $70,663  $79,355 1.12 $81,500 1.15
25200 $76,203  $85,576 1.12 $87,041 1.14
27000 $81,742  $91,796 1.12 $92,513 1.13
28800 $86,832  $97,512 1.12 $98,430 1.13
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GCl’s Input Pitches for FCC Model

Network Engineering Issues

Fill Factors

Copper Cable

FCC Inputs

~Density!
0]

5

100
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650
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Fiber Cable

Distribution Plant Mix, Fairbanks

FCC Inputs
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82.5%
82.5%
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ACS Inputs
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GCIl’s Input Pitches foFFCC Model

Network Engineering Issues

Copper Feeder Plant Mix, Fairbanks

FCC Inputs

BDjfiM B&UGSS* M rledS $gAetlal&
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GCl’s Input Pitches for-FCC Model

Network Engineering Issues

Distribution Plant Mix, Juneau

FCC Inputs GCl Inputs ACS Inputs

~Density* ttftU G Ife gB||r|ed| 18fAerial8 gfiensityj m u G m gp.ijriedjj $?Aerlalg tDensltyim y m SSBucledS ~A'erlalg

0 0.00% 60.00% 40.00% 0 0.00% 60.00% 40.00% 0

5 1.00% 62.00%  37.00% 5 1.00% 62.00% 37.00% 5

100  2.00% 68.00%  30.00% 100  2.00% 68.00%  30.00% 100

200  4.00% 66.00%  30.00% 200  4.00% 66.00% 30.00% 200

650 8.00% 62.00% 30.00% 650 8.00% 62.00% 30.00% 650

850 20.00% 50.00%  30.00% 850 20.00% 50.00%  30.00% 850

2550 40.00% 30.00%  30.00% 2550 40.00%  30.00%  30.00% 2550

5000 60.00%  10.00% 30.00% 5000 60.00%  10.00%  30.00% 5000

10000 90.00%  0.00%  10.00% 10000 90.00%  0.00%  10.00% 10000

Copper Feeder Plant Mix, Juneau
FCC Inputs GCl Inputs ACS Inputs

tDensityJ m u * 9Bufiedit SfA’eriaia {DenS|ty’?S SM* §BUfJ0d£ 3Density? ®Btiried3 JSA'erjalg

0 5.00% 50.00% 45.00% 0 5.00% 50.00% 45.00% 0

5 5.00% 50.00% 45.00% 5 5.00% 50.00% 45.00% 5

100 5.00% 50.00%  45.00% 100  5.00% 50.00%  45.00% 100

200 20.00% 40.00%  40.00% 200 20.00% 40.00%  40.00% 200

650 40.00% 30.00%  30.00% 650 40.00%  30.00%  30.00% 650

850 60.00% 25.00%  15.00% 850 60.00% 25.00%  15.00% 850

2550 75.00%  15.00%  10.00% 2550 75.00%  15.00%  10.00% 2550

5000 90.00%  5.00%  5.00% 5000 90.00%  5.00%  5.00% 5000

10000 95.00%  0.00%  5.00% 10000 95.00%  0.00%  5.00% 10000

Page 3 GClinputPltches.xls NetworkEngr
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GCIl’s Input Pitches for FCC Model

General Financial Inputs

Cost of Capital

1555

CostofbDebt 8.80% 10.70%

CostofEquity 13.19% 16.50%

Debt Fraction 44.20% 68.30%

Depreciation Rates

SgFgGh
iCategoryd S M -1 (Sajyage

Motor Vehicles 8.24 10.4% 8.24 10.4%
Garage Work Equipment 12.22 -5.6% 12.22 -5.6%
Other Work Equipment 13.04 1.7% 13.04 1.7%
Buildings 46.93 1.6% 46.93 1.6%
Furniture 15.92 4.0% 15.92 4.0%
O ffice Support Equipment 10.78 4.1% 10.78 4.1%
Company Comm Equipment 7.40 2.5% 7.40 2.5%
Computers 6.12 2.3% 6.12 2.3%
Digital Switching 16.17 1.6% 16.17 1.6%
Operator System s 9.41 -0.4% 9.41 -0.4%
Digital Circuit Equipment 10.24 -0.6% 10.24 -0.6%
Public Telephone 7.60 5.1% 7.60 5.1%
Poles 30.25 -90.0% 30.25 -90.0%
Aerial Cable - Metallic 20.61 -23.0% 20.61 -23.0%
Aerial Cable - Non-Metallic 26.14 -17.5% 26.14 -17.5%
Underground - Metallic 25.00 -18.0% 25.00 -18.0%
Underground - Non-M etallic 26.45 -14.6% 26.45 -14.6%
Buried - Metallic 21.57 -8.4% 21.57 -8.4%
Buried - Non-Metallic 25.91 -6.9% 25.91 -6.9%
Intrabuilding - M etallic 18.18 -15.7% 18.18 -15.7%
Intrabulldlng - Non-M etallic 26.11 -10.4% 26.11 -10.4%

56.19 -10.0% 56.19 -10.0%

Conduit System s
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GClI’s Input Pitches for FCC Model
General Financial Inputs

E/l Ratios, Fairbanks

Network Support Investment 0.0276 0.0276
General Support Investment 0.0906 0.0906
COE (Digital) 0.0558 0.0558
Circuit -DDS 0.0166 0.0166
Circuit - other than DDS 0.0200 0.0200

0.0219 0.0219

Poles
Aerial Cable - metallic .0669 0.0669

0
Aerial Cable - fiber 0.0073 0.0073
0

Underground Cable - metallic .0210 0.0210

Underground Cable - fiber 0.0084 0.0084

Buried Cable - metallic 0.0446 0.0446

Burled Cable - fiber 0.0061 0.0061

Conduit System s 0.0058 0.0058

Common Support (NID Fix), Fairbanks

Values are $ per Line per month

FCC Values

6510 Other Property, Plant. Equip
6530 Network Operations

6610 Marketing

6620 Services

6700 Executive. Planning, G &A

Total Si043
GCI Values

6510 Other Property. Plant. Equip $0.01 $0.01

6530 Network Operations $2.35 $2.35

6610 Marketing $1.64 90.0% $0.16

6620 Services $3.53 90.0% $0.35

6700 Executive. Planning. G &A $3.41 21.6% $2.68

Total $10.95 $5.55
Ratio to FCC: 1.05
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GClI’s Input Pitches for FCC Model

General Financial Inputs

ACS Values

6510 Other Property, Plant. Equip

6530 Network Operations

6610 Marketing

6620 Services

6700 Executive. Planning. G &A

Total $0
Ratio to FCC: 0

Common Support (NID Fix), Juneau

Values are $ per Line per month

FCC Values

6510 Other Property. Plant. Equip
6530 Network Operations

6610 Marketing

6620 Services

6700 ExecuUve, Planning. G&A

Total S10
GCl Values
6510 Other Property. Plant, Equip $0
6530 Network Operations $2
6610 Marketing $1
6620 Services $3
6700 Executive. Planning. G &A S3
Total $11
Ratio to FCC: 1

ACS Values

Category!!
6510 Other Property, Plant. Equip
6530 Network Operations
6610 MarkeUng
6620 Services
6700 Executive. Planning, G &A

.00

.00

.67

.02
.59
.64
.26
.69
.21

.05

Total ﬁ).m
Ratio to FCC: Om

06/13/2000 11:06 AM
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90.0%
90.0%

18.9%

$0
$0
$0
$0
$0

$0.

$0

$2.

$0
$0
$3

.00
.00
.00
.00
.00

00

.02

59

.16
.33
.00

$6.10
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GCl’s Input Pitches for FCC Model
Unit Cost Inputs

DLC Costs, Fairbanks

2016 Line Fiber. Fixed $152,617 $201,198 1.32 Om
2016 Line Fiber, Variable $74.98 $80.75 1.08 Om
1344 Line Fiber, Fixed $107,225 $146,786 1.37 OCD
1344 Line Fiber, Variable $74.98 S80.75 1.08 Om
672 Line Fiber, Fixed $97,443 $130,727 1.34 Om
672 Line Fiber, Variable $74.98 $80.75 1.08 O(I)
96 Line Fiber. Fixed $23,848 $25,685 1.08 Om
96 Line Fiber, Variable $87.30 $94.02 1.08 OCD
24 Line Fiber, Fixed $19,881 $21,412 1.08 Om
24 Line Fiber, Variable $87.30 $94.02 1.08 Om
96 Line Copper. Fixed $23,848 $25,685 1.08 OCD
96 Line Copper, Variable $87.30 $94.02 1.08 O(.D
24 Line Copper, Fixed $19,881 $21,412 1.08 Om
24 Line Copper. Variable $87.30 $94.02 1.08 8%

Site Preparation Cost $11,(m $14,223 1.29

DLC Costs, Juneau

iy
m
W m
2016 Line Fiber. Fixed $152,617 $164,674 1.08 O-m
2016 Line Fiber, Variable $74.98 $80.90 1.08 0-(1)
1344 Line Fiber. Fixed $107,225 $115,696 1.08 0.00
1344 Line Fiber, Variable $74.98 $80.90 1.08 O-CD
672 Line Fiber, Fixed $97,443 $105,141 1.08 O-(.D
672 Line Fiber, Variable $74.98 $80.90 1.08 0.00
96 Line Fiber, Fixed $23,848 $25,732 1.08 O-CD
96 Line Fiber, Variable $87.30 $94.20 1.08 O-G)
24 Line Fiber, Fixed $19,881 $21,452 1.08 O-G)
24 Line Fiber. Variable $87.30 $94.20 1.08 O-CD
96 Line Copper. Fixed $23,848  $25,732 1.08 0.00
96 Line Copper, Variable $87.30 $94.20 1.08 0-(I)
24 Line Copper, Fixed $19,881 $21,452 1.08 0.00
24 Line Copper, Variable $87.30 $94.20 1.08 O.CD
i Site Preparation Cost $11,000 $14,421 1.31 O-CD
Drop Cost
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GCl’s Input Pitches for FCC Model
Unit Cost Inputs

Network Interface Device (NID) Cost

Duct Cost per Kilofeet

Switching Costs, Fairbanks

M

Host / Standalone

Fixed Cost $486,700

Per Line $87
Remote

Fixed Cost $161,800

Per Line $87

Switching Costs, Juneau

H |

Host / Standalone

Fixed Cost $486,700

Per Line $87
Remote

Fixed Cost $161,800

Per Line $87

06/13/2000 11:06 AM

SEsrSem

$525,636
$94
S1 74,744
$94

$525,636
$94

$174,744
$94
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GCl’s Input Pitches for FCC Model

Unit Cost Inputs

Manhole Costs, Fairbanks

Normal
2 Ducts
4 Ducts
9 Ducts
99 Ducts

Soft Rock
2 Ducts
4 Ducts
9 Ducts
99 Ducts

Hard Rock
2 Ducts
4 Ducts
9 Ducts
99 Ducts

Manhole Costs, Juneau

Normal
2 Ducts
4 Ducts
9 Ducts
99 Ducts

Soft Rock
2 Ducts
4 Ducts
9 Ducts
99 Ducts

Hard Rock
2 Ducts
4 Ducts
9 Ducts
99 Ducts

06/13/2000 11:06 AM

jajEccas

IBSS

$1,437 $1,738
$4,472 $5,412
$5,176 $6.263
$3,070 $3,715
$1,512 $1,829
$4,652 $5,629
$5,336 $6,457
$3,150 $3,812
$1,587 $1,920
$4,832 $5,847
$5,496 $6,650
$3,230 $3,908

ipjEc.caa fggsSSggyg

legufllS Fiow

$1,437 $1,753
$4,472 $5,456
$5,176 $6,315
$3,070 $3,745
$1,512 $1,844
$4,652 $5,676
$5,336 $6,510
$3,150 $3,843
$1,587 $1,936
$4,832 $5,896
$5,496 $6,705
$3,230 $3,941
Page 10

|[F]]]11

1.21 0
1.21 0
1.21 0
1.21 0.
1.21 0
1.21 0
1.21 0
1.21 0.
1.21 0
1.21 0
1.21 0
1.21 0

ajtfefico I\/I S

pSGwj

1.22 0
1.22 0
1.22 0
1.22 0
1.22 0
1.22 0
1.22 0
1.22 0
1.22 0
1.22 0
1.22 0
1.22 0

GCllnputPitches.xlIs UnttCosts

.00
.00
.00

00

.00
.00
.00

00

.00
.00
.00
.00

.00
.00
.00
.00

.00
.00
.00
.00

.00
.00
.00
.00



GCl’s Input Pitches for FCC Model

Unit Cost Inputs

Drop Terminal, Fairbanks

Buried
1 pair
6
12
25
50
100
200
400
600
900
1200
1800
2400
3600
5400
7200
Aerial
1 pair
6
12
25
50
100
200
400
600
900
1200
1800
2400
3600
5400
7200
Underground
1 pair
6
.12
25
50
100
. 200
' 400
600
900
1200
1800
2400
3600
5400
7200

06/13/2000 11:06 AM

m & iii

BssEalil$ M

$133
$157
$441
$451
$220
$333
$665
$1,331
$1,996
$2,770
$3,993
$5,539
$7,536
$11,079
$16,618
$21,708

$70

$96
$132
$216
$220
$333
$665
$1,331
$1,996
$2,770
$3,993
$5,539
$7,536
$11,079
$16,618
$21,708

$133
$157
$441
$451
$220
$333
$665
$1,331
$1,996
$2,770
$3,993
$5,539
$7,536
$11,079
$16,618
$21,708

$164
$193
$543
$555
$271
$410
$819
$1,638
$2,457
$3,410
$4,915
$6,819
$9,277
$13,638
$20,457
$26,723

$87
$118
$162
$266
$271
$410
$819
$1,638
$2,457
$3,410
$4,915
$6,819
$9,277
$13,638
$20,457
$26,723

$164
$193
$543
$555
$271
$410
$819
$1,638
$2,457
$3,410
$4,915
$6,819
$9,277
$13,638
$20,457
$26,723

Page 11

123
123
123
123
123
123
123
123
123
123
123
123
123
123
123
123

123
123
123
123
123
123
123
123
123
123
123
123
123
123
123
123

123
123
123
123
123
123
123
123
1.23
1.23
123
123
123
123
123
123

MIMI

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

GClInputPitches.xls UnltCosts



GCl’s Input Pitches for FCC Model
Unit Cost Inputs

Drop Terminal, Juneau

jppeiscB

T par %xB §16 124 000
4 s oam L o
21% $451 1 124 000
50 20 4 124 000
100 $333 14 124 000
200 $665 27 124 000
400 1331 $1656 124 000
600 1996 483 124 000
500 2770 %,446 124 000
1200 $3993 M%7/ 124 000
1800 251539 801 124 000
2400 7536 3B 124 000
3600 11079 $13782 124 000
5400 16,618 0673 124 000
7200 21708 $27006 124 000
Aerial . 124 000
% palf gg ﬁg 124 000
12 $132 164 %%Z‘ 8‘%
: = oo b B
100 g &4 124 000
200 $7 124 000
400 1331 1656 124 000
1 600 1996 483 124 0.00
900 2770 e 124 000
1200 $3993 g%? 124 000
1800 539 %,891 124 000
2400 7536 35 124 000
3600 11079 $13782 124 000
5400 16,618 0673 124 000
7200 21708  $27005 124 000

Underground . &
wom o W
12 &8 1% 000
% 61 124 000
50 20 ©04 124 000
100 $333 4 124 0.00
200 $665 87 124 000
400 $1331  $l65%6 124 000
600 $1096  $2483 124 000
900 2710 K46 124 000
1200 993 M%7 14 000
1800 9 $891 14 000
2400 753%  $9375 124 000
3600 11079 $13782 124 0.00
5400 §161618 0673 124 000
7200 21708 $27005 124 000

06/13/2000 11:06 AM Page 12 GClInputPitches.xls UnitCosts



GCIl’s Input Pitches for FCC Model

Unit Cost Inputs

SAIl, Fairbanks

Outdoor
1 pair
50
100
200
400
600
900
1200
1800
2400
3600
5400
7200
9000
10800
12600
14400
16200
18000
19800
21600
23400
25200
27000
28800
Indoor
1 pair
50
100
200
400
600
900
1200
1800
2400
3600
5400
7200
9000
10800
12600
14400
16200
18000
19800
21600
23400
25200
27000
28800

06/13/2000 11:06 AM

$151
$562
$787
$1,349
$2,248
$3,147
$4,271
$5,395
$7,644
$9,667
$13,489
$18,434
$22,481
$30,125
$35,970
$40,915
$44,962
$52,606
$58,451
$63,396
$67,443
$75,087
$80,932
$85,877
$89,924

$151
$220
$333
$665
$1,331
$1,996
$2,770
$3,993
$5,539
$7,536
$11,079
$16,618
$21,708
$27,247
$32,787
$38,326
$43,416
$48,955
$54,495
$60,034
$65,124
$70,663
$76,203
$81,742
$86,832

$169
$628
$880
$1,508
$2,513
$3,518
$4,775
$6,032
$8,546
$10,808
$15,081
$20,609
$25,134
$33,680
$40,214
$45,743
$50,268
$58,814
$65,348
$70,877
$75,401
$83,947
$90,482
$96,010
$100,535

$169
$246
$372
$743
$1,488
$2,232
$3,097
$4,464
$6,193
$8,425
$12,386
$18,579
$24,270
$30,462
$36,656
$42,848
$48,539
$54,732
$60,925
$67,118
$72,809
$79,001
$85,195
$91,368
$97,078

Page 13

112
112
112
112
112
112
112
112
112
1.12
112
1.12
1.12
1.12
1.12
1.12
112
112
112
1.12
1.12
1.12
112
1.12
112

112
112
1.12
112
1.12
1.12
112
1.12
1.12
1.12
1.12
1.12
1.12
1.12
112
1.12
1.12
1.12
1.12
1.12
1.12
1.12
112
1.12
112

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

GCllInputPitches.xls UnltCosts



GCIl’s Input Pitches for FCC Model

Unit Cost Inputs

SAl, Juneau

Outdoor

1 pair

50
100
200
400
600
900
1200
1800
2400
3600
5400
7200
9000
10800
12600
14400
16200
18000
19800
21600
23400
25200
27000
28800

Indoor

IS

400
600
900

1800
2400
3600
5400
7200
9000
. 10800
I 12600
14400
16200
18000
19800
21600
23400
25200
27000
28800

06/13/2000 11:06 AM

pair

$151
$562
$787
$1,349
$2,248
$3,147
$4,271
$5,395
$7,644
$9,667
$13,489
$18,434
$22,481
$30,125
$35,970
$40,915
$44,962
$52,606
$58,451
$63,396
$67,443
$75,087
$80,932
$85,877
$89,924

$151
$220
$333
$665
$1,331
$1,996
$2,770
$3,993
$5,539
$7,536
$11,079
$16,618
$21,708
$27,247
$32,787
$38,326
$43,416
$48,955
$54,495
$60,034
$65,124
$70,663
$76,203
$81,742
$86,832

$169
$631
$884
$1,515
$2,525
$3,534
$1,796
$6,059
$8,584
$10,856
$15,148
$20,701
$25,246
$33,830
$40,394
$45,948
$50,492
$59,077
$65,640
$71,194
$75,738
$84,323
$90,887
$96,440
$100,985

$169
$247
$374
$747
$1,495
$2,242
$3,111
$4,484
$6,220
$8,463
$12,442
$18,662
$24,378
$30,598
$36,820
$43,040
$48,756
$54,976
$61,198
$67,418
$73,134
$79,355
$85,576
$91,796
$97,512

Page 14

1.12
1.12
1.12
1.12
1.12
112
112
1.12
112
112
112
112
112
112
1.12
1.12
112
112
112
112
112
112
112
112
112

112
112
112
1.12
1.12
112
112
112
112
1.12
112
112
1.12
112
112
112
112
1.12
112
112
112
1.12
112
112
112

OOOOOOOOO0OOO0OO000O0

88883883833833 33383883333333333333333333

OO0O0O00O0 OOOOO0OO0O0O0

OOOOOOOO00

80880008580
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GClI’s Input Pitches, Support Documentation
June 12, 2000

This document provides backup documentation for the set of model inputs that
GCl is “pitching” in the U-99-141/142/143 local interconnection arbitration.
The actual input values are presented in a twelve page spreadsheet in the
“Input Values" section. For cost inputs expressed in dollars, the spreadsheet
document also shows the ratio of the “pitched" GCI input value to the
corresponding FCC model default value.

Most of the GCI inputs were arrived at via one of three methods (exceptions are
listed in the Input Value Details section):

1) Accept FCC Default Values: For network engineering inputs and some
financial ratio inputs, GCI saw no convincing reason or credible evidence to

deviate from the default FCC input values.

2) Adjust FCC Defaults for Labor and Material Cost Differences between
Alaska and the Lower-48: For many unit cost inputs, GCI performed an
adjustment to the input value that accounts for labor and material cost
ditferences between Alaska and the Lower-48 states. The mechanics of that

adjustment is explained in a section below.

3) Actual GCI Costs: For some cost inputs, actual GCI cost data was available
and deemed to be representative of the costs of an efficient provider. The cost
data was used to develop a model input value.

Adjusting FCC Default Cost Values for Alaska Labor and Material Cost
Differences

Method 2 listed above involves adjusting an FCC cost value to account for labor
and material cost differences for Alaska relative to the Lower-48. Labor rates
were estimated to be higher in Alaska relative to the Lower-48 according to the

table below:
MVi;jiKy.;V.vC,A..anvfV™ ; 1 x Labor Cost Increase i;-|

e vy. /. LaborType vV -; relative to Lower-48
Common Support Costs, assumed to 5% [
be performed in Anchorage
Telephone Plant Construction in 32%
Fairbanks
Telephone Plaint Construction in 34%

Juneau

Table 1: Labor Cost Differences.
Source of data: Exhibit 66, Red at 1433-34.



In cases where ACS is proposing the same cost inputs for Fairbanks and
Juneau, we also are proposing no cost difference, assuming a 33% labor
adjustment, the average of the Fairbanks and Juneau adjustments.

Materia] cost differences in Alaska relative to the Lower-48 were assumed to be
due to extra shipping costs. For most items, a 5% increase was applied; for
manholes, a 10% increase was used due to a higher weight to value ratio.
Exhibits 67 and 68 provide support for these material cost adjustments (see
Red at 1435-1437). Note that Exhibit 68 shows 1ol shipping costs of a DLC
and therefore is an overestimate of the extra shipping costs to Alaska relative to

the Lower-48.

The last piece of information needed to make the cost adjustment is the ratio of
material and labor cost in a particular FCC input value. This ratio was
estimated for each input type by examining cost data presented by GCI and
ACS during the hearings.

An example adjustment is shown below for the cost ofa MD. The FCC default
value cost is $39.50 and is estimated to be 55% material and 45% labor. The
Alaska material cost adjustment applied is 5%, and the Alaska labor cost
adjustment applied is 33% (average of Fairbanks and Juneau).

Material Cost Component =$39.50 x 55% x 1.05 =$22.81
Labor Cost Component = $39.50 x 45% x 1.33 = $23.64
Total Adjusted Cost =$22.81 +$23.64 =3$46.45

Input Value Details

The section below gives details documenting how each one of the pitched input
values was developed. The page numbers in parentheses indicate where the
input appears in the “Input Values" spreadsheet.

Network Engineering Values (p. 1-4)

This includes Fill Factors, Plant Mix, Maximum Copper Loop Length, and
Copper Cable Gauge Crossover Distance. GCl uses Method 1and pitches all of
these inputs at the FCC default levels.

Costof Capital (p. 5)

For purposes of the pitch, GCI adopts the ACS proposed cost of debt (10.7%)
and the ACS proposed cost of Equity (16.5%) but pitches the actLal ACS debt
fraction (capital structure), as indicated by the official ACS 10-Q report for the
quarter ending 3/31/2000, confirmed by ACS witness Hemmenway, Red. at
1169. That debt fraction is 68.3%, when adjusted for the cash on hand.

Depreciation Rates and E/l Ratios (p. 5-6)
GCl uses Method. 1and pitches these inputs at FCC default levels.



Common Support Costs, alias “NID Fix” (p. 6-7)

The FCC developed a regression model to determine the $7.32 per line per
month Common Support Cost used for USF modeling. GCI used that same
regression model to determine the Common Support Costs appropriate for UNE
rate determination. After determining suitable cost values from the model, the
costs were adjustad, upwards by 5%6to account for the higher labor costs
present in Anchorage relative to the Lower-48. The Anchorage labor cost
differential was used because most of the Common Support activities for ACS
will occur in Anchorage, the headquarters office. Other details of the

calculation are listed below:

 The costs associated with special access lines and toll were incorporated
into the UNE costs through proper use ofthe FCC regression model.

» Because of difficulties in getting line count data from ACS, as described in
the next bullet, GCl is pitching per lirevalues for the Common Support
costs, instead oftotal dollar values. The per line values can easily be
converted into to'al dollar amounts when reasonable line counts are

determined.

» The FCC regression model requires inputs as to the %of total lines that are
switched, the % of total lines that are special access, and the number of toll
minutes per line. These inputs were addressed by a settlement between GCl
and ACS; however, ACS could not provide believable values for these inputs
prior to the deadline for this pitch. Therefore, GCi estimates for these values
were made for purposes of the pitch. Ifthe GCI pitch is selected, we will
substitute reliable line count and toll minute data into our common support
model when they become available and adjust the common support cost

figure accordingly.

 The FCC regression model did not estimate Marketing Costs, account 6610,
as a separate Marketing Cost study was used for USF purposes. To
determine the Marketing Cost component of Common Support costs, GCl
averaged the per line Marketing costs for all of the utilities included in the
FCC analysis. This data was provided by ACS on Exhibit 30. The resulting
Marketing cost was $1.56 per line per month.

 The adjustments performed by the FCC for one-time and non-recurring
costs were adopted in the GCI pitch, reducing Network Operations costs,
account 6530, by 2.6% and reducing Executive, Planning, and G&A costs,

account 6700, by 20%.

» Both ACS and GCI agreed that retail costs must be removed from the
Common Support costs for purposes of determining UNE rates. GCl
removed retail costs from the FCC-determined Common Support costs by
using the same assumptions used by the FCC to determine their default
Wholesale discount rates. The FCC determined that 90% of Marketing
costs, account 6610, are avoidable and 90% of Services expenses are
avoidable, account 6620. Because reduction of direct retail expenses causes
a reduction in indirect expenses, some of the costs in the indirect account.



account 6700, should also be removed. By analyzing the ARMIS data, GCl
determined the ratio of expenses in the 6700 account to all other operating
expenses. That ratio of 0.158 was used to remove the appropriate amount
of 6700 expense associated with avoided direct retail expenses.

Afour page spreadsheet is included in the “Common Support Cost
Calculations" section documenting a number of these calculations.

DLC Costs (p. 8)

DLC costs were determined using Method 2 plus an adjustment for including
the cost of a hut for the 3 largest DLC sizes In Fairbanks. The following
parameters were used to adjust the FCC default values:

For the fixed and per line DLC costs, material was assumed to be 90% of the
total FCC default cost. For the site preparation cost, material was assumed to
10% and labor 90% ofthe cost.

Alaska material cost adjustment =5%

Fairbanks labor cost adjustment = 32%

Juneau labor cost adjustment = 34%

The cost of a hut was included for the 2016 line, 1344 line, and 672 line DLCs
in Fairbanks. However, a number of adjustments were made to the Hut costs

proposed by ACS.

First, the power supply (battery/rectifier for the DLC) and MDF costs were
removed from the Hut costs because the DLC costs already include all
equipment sufficient for operation in a normal climate; the hut is only is
required to warm the environment around the DLC.

The land cost included in the ACS hut cost was reduced by 45%, because the
model will inappropriately apply the relatively high DLC annual charge factor to
this cost to determine its annual cost. An appropriate annual charge factor for
land is about 45% less than the annual charge factor for a DLC, because land
does not depreciate in value (it appreciates in value) and has low maintenance
cost. To cause the model to produce the correct annual cost for land entered as
part of a DLC cost, the land's capital cost needs to be reduced by 45%.

ACS testified that the hut they priced could hold three of the 672 line DLC units
(Red at 695). Thus, the hut is oversized for a DLC smaller than the 2016 line
unit. We made adjustments to the cost of the building, land, and cost of setting
the building for the 1344 line DLC and the 672 line DLC. We removed 15% of
those costs for the 1344 line DLC and 30% of those costs for the 672 line unit.

1 GCI’s hut cost estimates are detailed in the “DLC Hut Cost Calculation" section.

Drop Cost (p. 8)

Method 3 was used to determine this input pitch. GCl assumed that 30% of the
drops would be aerial and 70% buried, consistent with the FCC default
distribution plant mix. From ACS cost exhibits with removal of 2/3 ofthe
warehousing cost, drop cable material costs $0.21 per foot.



For the aerial drops, assume 70 feet is the average length. Gary Haynes for GCI
testified that the labor for an aerial drop costs $38.50 (Red at 770) or $38.50 /
70’ =$0.55 per foot. Total cost for an aerial drop =$0.21/foot material +

$0.55/foot installation =$0.76 / foot.

For buried drops, Gaiy Haynes testified (Red at 769) that installation costs
$1.00 per foot. Total cost for a buried drop = $0.21/foot material + $1.00/foot

installation =$1.21 / foot.

Weighting the Aerial and Buried together: $0.76/foot x 30% + $1.21/foot x
70% =$1.08 / foot or $1,080 per kilofoot.

This calculation ignored the economies that could be realized by the ability to
share a drop trench with other utilities (a trench sometimes paid for by the

home builder).

Network Interface Device (NID) (p. 9)
Method 2 was used with the following parameters: 55% of the FCC default
value was estimated to be material, 45% labor.

Alaska material cost adjustment = 5% _
Alaska labor cost adjustment = 33% (average of Fairbanks and Juneau)

Duct Costper Kilofeet (p. 9)

Method 3. GCI actual cost, was used to determine this input. Kurt Anderson
testified that the cost of an inch and a quarter innerduct is $0.33 per foot, and
GCl typically places three of these ducts (Red at 725 and 716). GClI’s cost input
is based on this data: 3 ducts x $0.33 / duct / foot =$0.99 / foot or $990 per

kilofoot.

Switching Costs (p. 9)

On Exhibit #79, GCI demonstrated that use of the FCC default switching cost
inputs produced a cost estimate for a GCI remote switch in Anchorage that was
8% lower than actual cost. Accordingly, we have adjusted upward by 8% the
FCC default switching cost inputs.

It is worth noting that Method 2 also results in an 8% upward adjustment of
the FCC input values with the following parameters: 90% material and 10%
labor fraction: 5% material cost adjustment: 33% labor cost adjustment.

Manhole Costs (p. 10)

Method 2 was used to develop input values using the following parameters:
50% of the FCC default cost was estimated to be material cost, 50% labor.
Alaska material cost adjustment = 10% (due to heavy weight)

Fairbanks labor cost adjustment =32%

Juneau labor cost adjustment = 34%



Drop Terminal(p. 11-12)
Method 2was used to develop input values using the following parameters:
33% of the FCC default cost was estimated to be material cost, 67% labor.

Alaska material cost adjustment = 5%
Fairbanks labor cost adjustment = 32%
Juneau labor cost adjustment = 34%

SAl(p. 13-14)
Method 2 was used to develop input values using the following parameters:
75% of the FCC default cost was estimated to be material cost, 25% labor.

Alaska material cost adjustment =5%

Fairbanks labor cost adjustment = 32%
Juneau labor cost adjustment = 34%



Common Support Cost

Calculations



NID Fix, FCC default values for Fairbanks and Juneau

PTICA, Fairbanks

Inputs

6510
6530
6610
6620
6700

TUA

Inputs

6510
6530
6610
6620
6700

to Common Support Cost Model for Fairbanks

Other Property, Plant & Equipment
Network Operations

M arketing

Service Expense / Customer Operations

Executive, Planning, General & Administrative

Juneau

to Com mon Support Cost Model forJuneau

Other Property. Plant & Equipment
Network Operations

M arketing

Service Expense / Customer Operations

Executive, Planning. General & Administrative

06/12/2000 10:33 PM

Switched 7/
Total Access

Lines

85.6%

Special /7 Total

Access Lines

14.4%

Toll DEM s /
Total Access
Lines/ Year

(.000)

FCC’'s Model Coefficients, $,000/year/line

0.000572639
0.018205306

N A
0.043462398
0.032645467

Switched 7/

Total Access

Lines
75.5%
FCC's Model

-0.000572639
0.018205306
N A
0.043462398
0.032645467

-0.0017271
0.01298475
N A
0.002989898
0.006433055

Special / Total

Access Lines

24.5%

0.000209892
0.00262234
N A
0.000712204
0.005152392

Toll DEM s /
Total Access
Lines/ Year

(.000)

Coefficients, $,000/year/llne

-0.0017271
0.01298475
N A
0.002989898
0.006433055

Page 1

0.000209892
0.00262234
N A
0.000712204
0.005152392

$\/ line /

year
Vo.07
$27.58
$18.77
$40\39
$48.76

$ / line /
year
$0.23
$30.44
$18.77
$37.21
$52.77

RESULTS
FCC Adj. $ / $ / line /
Adjustment line /year month
$0.07 $0.01
-2.60% $26.86 $2.24
$18.77 $1.56
$40.39 $3.37
-20% $39.01 $3.25
These inputs will be adjusted when
reliable line count and DEM data
are provided by ACS
RESULTS
FCC Adj. $ / $ / line /
Adjustment line /year month
$0.23 $0.02
-2.60% $29.65 $2.47
$18.77 $1.56
$37.21 $3.10
-20% $42.22 $3.52

Common Support Pltch.xls FCC Calc



Marketing Expense, 6610

From Exhibit #30

6610
M arketing
373.065
309.713
217.196
192.078
148,450
93.550
83,687
159,258
114.023
100,223
136.384
119.953
62.065
53.698
81.878
61.549
58.432
65.089
84.317
58.323
47,963
76.929
48.480
44.324
73,183
42.454
58.323
56.139
35,039
9.632
32.091
43.086
25,087
35,007
45.132
23.375
25.968
19,321
35.088
23.658
20,943
31,089
17,346
13.651
26.613
20.432

06/12/2000 10:33 PM

Total Lines

23,450,409

13.002.461

12
8
7

w b~ B>

w

2
3
2
2
3

2.184.

2
2
2

.152
.689
,612
,382
.059
.389
,002
.093
.375
.069
.149
.206
.890
179
.059
.230
591
.826

,602.
.896

441
.279
,334

,173.

.648

651

372

412
390
830
443
090
812
700
,408
278
959
290
337
602
990
097
499
665

579

249

.654
469

708
724

.665
.335
.655

1.300.304

1.643.866

1
1
1
1
1
1
1
1
1
1

1,525
1.255

1.045

.975
426
,754
.986
,368
.060
.304
,645
,230
119

909

972

.540
.366
.346
.402
.096

.331

502
.651

.108
.285
.736
914
.393
.306
.555

Marketing 7/

Line /
month

S 1.

$1.

$1
$1.
$1.
$1
$0
$2
$1
$1.
$2.
$1
$1
$1
$1
$1
$1
$1
$1.
$1.
$1.
$1
$1
$1
$1
$1.
$1.
$1.
$1
$0
$1
$1
$1
$1
$1
$1
$2
$1
$1
$1
$1
$1
$1
$1
$2
$1

33
98

.49

84
62

.06
.99
.08
.90

64
11

.97
.25
.06
.75
.61
.59
.68

96
72
54

.86
17
.58
.92

62
83
76

.23
.62
.63
.82
47
.66
.89
.42
.04
.23
.78
.60
.56
.70
.15
.25
.12
.75
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20.156
23,432
15.992
14.044
20.708
16.914
17,020
9.594
12,297
11.359
13.425
13.836
1,914
14.222
11.261
10.952
9.123
9,448
7.456
6,224
9.634
4.105
6,065
4.526
7.842
6,660
6,179
6.361
3.780
4.685
2.405
4.598
3.345
2.000

06/12/2000 10:33 PM

960,267
1.023.813
893.3509
744,844
816,555
837,263
734,545
691,515
721,333
633,364
1,259,526
566.0009
910,753
679.337
710,389
533,054
481.628
436,763
369.390
640,237
464,603
367,335
417,713
333,273
402.686
307.900
444,643
384.441
297.927
230.493
229,416
173,096
120,957
130.863

Average:

$1
$1
$1
$1
$2

$1.
$1.

$1
$1

$1.

$0
$2
$0

$1.
$1.

$1

$1.

$1

$1.
$0.

$1
$0
$1
$1

$1.

$1

$1.
$1.
.06

$1
$1

$0.
$2.
$2.

$1
$1

.75
91
.49
.57
11

68
93

.16
.42

49

.89
.04
.18

74
32

71

58

.80

68
81

.73
.93
.21
.13

62

.80

16
38

.69

87

30

27
.56

per line
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Lines and Toll Minute Estimates

GCIl developed

line to be used until ACS produces accurate

Juneau.
Fairbanks
Switched
Year Lines
1998 38,975
1999 42,922
Average 40,949

the following estimates for Switched
line and minute data for Fairbanks and

Special Lines
2,046
11,710
6,878

Toll Minutes
175,721,327
193,516,634

184,618,980

%, Special %, and Toll minutes per

Toll Mins /

Line (000s
Switched % Special % peryr)
95.0% 5.0% 4.28
78.6% 21.4% 3.54
85.6% 14.4% 3.86]

All of TUA (we assume that the ratios are the same for Juneau)

Switched
Year Lines
1998 31,055
1999 33,296
Average 32,176

06/13/2000 10:04 AM

Special Lines
1,652
19,261

10,457

Toll Minutes
212,053,702
227,355,983

219,704,843

Toll Mins /
Line (000s

Switched % Special % peryr)
94.9% 5.1% 6.48
63.4% 36.6% 4.33
75.5% 24 .5% 5.15]
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DLC Hut Costs

Building
Land

Set building
M DF

Power supply

»

06/12/2000 9:52 PM

ACS H
$27
$8
$5
$3
$15,
$59,

ut

,225
,280
,050
,800

034
389

GCl Hut Estim ate

2016
$27,225
$4,554
$5,050
$0
$0
$36,829

Line Capacity
1344
$23,141
$3,871
$4,293

$0
$0
$31,305

Page 1

672
$19,058
$3,188
$3,535
$0
$0
$25,780

DLC Hut.xIs Model
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CARPENETI, Justice.

l. INTRODUCTION

This case requires us to determine whether an electric utility that supplies
electric service within a specific geographic area pursuant to a certificate of public
convenience and necessity must obtain regulatory commission approval before selling
poweroutside its assigned geographic area. Because AS 42.05.221(a) requires a utility
to obtain an additional certificate for each type ofutility service itprovides and because

the appellant in this case did not obtain such a certificate, we affirm the decision ofthe

Regulatory Commission ofAlaska,

n. FACTS AND PROCEEDINGS

Chugach Electric Association, Inc. (Chugach)is an electric utility thathas
received a certificate of public convenience and necessity from the Regulatory
Commission o fAlaskal (commission)to supply electric service to consumers within a
specific geographicarea. Anchorage MunicipallLightandPower (M L& P)isalsoapublic
utility authorized to provide electric service to consumers under a certificate ofpublic
convenience and necessity.

In the fall of 1997, Chugach offered to sell electricity directly to two
commercialcustomers who were requesting itfrom Chugach. Because these customers
were located in the service area designated for M L& P, Chugach offered to compensate

M L&P for distributing the electricity as well as metering and related services ata rate

1 In 1999 the name ofthe Alaska Public Utilities Com mission was changed
to the Regulatory Commission ofAlaska in accordance with ch.25, §30(a), SLA 1999,

2 ML&P hadalready established itsrightto provide distribution service in the
geographic area involved in this case. Alaska Pub. Utils. Comm " v. Chugach Elec.

Assn,580P.2d 687 (A laska 1978),rev'd on othergrounds by City & Borough ofJuneau
(continued...)



to be determined by the commission.

ML&P responded to Chugach's offer by filing a complaint with the
commission alleging that Chugach was violating Alaska law by attempting to serve
customers outside its geographic area. M L& P asked the commission to enjoin Chugach
from providing electricity outside thatarea. Chugach, allowed to intervene, maintained
thatalthough M L& P hadalawfulmonopoly overdmtﬂbuﬂonservmesiinthearea,ndid
nothave amonopoly overthe electricity itselfas acommodity and therefore could not
preventconsumers from purchasing electricpowerasacommodity from othersuppliers.
Chugach additionally claimed that M L& P violated federal antitrust law by preventing
Chugach from selling electricityoverM L& P'slines. Chugach thenasked thecommission
foradeclarator}'judgmentthatM L& P was notentitled to “monopolize sales ofelectric
power to customers who receive transmission and distribution services from M L& P.

Chugach also asked the commission for a ruling compelling M L&P to deliver, under

appropriate tariffs to be approved by the commission, Chugach's electricity to willing

buyers in M L& P's distribution area.

2(...continued)
V. Thibodeau, 595 P.2d 626 (Alaska 1979). Thus, Chugach inthiscase soughttoprovide

only the commodity ofelectricity overM L& P’'slines to customersrequesting electricity

from Chugach.

3 “ '[Distribution services' ... refersto delivery ordistribution unbundled
from the sale ofthe commodity — in this case the sale ofelectric power.,” Harvey L.
Reiter, Competition Between Public and Private Distributors In a Restructured Power
industry, 19 ENERGY'L.J., 333,334 n.3 (1998). Chugach thus attempted to engage in
“retailwheeling” with M L& P, the process by “which utilities deliverelectric powersold
by athird party directly to retail customers” allowing an individual retail customer “to
choose hisorherelectricity supplier, butstillreceive delivery using thepow erlines ofthe
local utility.” Scott B. Finlinson, The Pains O fExtinction: Stranded Costs In The
Deregulation O fThe Utah Electric Industry, 1998 UTAHL Rev.173, 187 n.109.
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Both parties moved for summary judgment. The commission held that
“[t]he Legislature's charge in AS 42.05.221(d) to the Commission to eliminate
competition thatthe Commission fmds isnotin the public interestimpliedly authorizes
the Com mission to grantmonopolieswhencompetitionisnotinthepublic interest.” The
commission also held that the provision of electric power constituted a service and
therefore was subjectto AS 42.05.221(a). It furtherheld thatAS 42.05.221(d) does not
restrict the com mission's authority to regulate com petition between electric facilities to
only those areas where duplication offacilities and com petition already exists. Finally,
the com mission ruled that federal antitrust principles did not apply, butthat ifthey did
apply, ML&P would be immune under the state action doctrine. Accordingly, the
commission ruled in M L& P'sfavor.

On appeal, Superior Court Judge Sen K. Tan affirmed the commission’'s
orderand finaljudgment. In hisdecision,Judge Tanruled thatAS 42.05.221(a)requires
Chugach to obtain priorapproval from the commission before selling electricity outside
ofitsallotted geographicalarea. The superiorcourtalsoconcluded thatthe com mission's
interpretation of state law did not implicate any federal antitrust legal doctrines or
principles, and that the state action immunity doctrine applied and was satisfied.

Chugach now appeals to this court,

m . STANDARD OFREVIEW

In anadministrative appealwhere the superiorcourtacts asanintermediate

appellate court, we directly review the agency action in question.4

Chugach and the commission agree thatthe issues before this courtare not

4 See N. Alaska Envtl. Ctr. V. State, Dep’'tofNatural Res., 2 P.3d 629, 633

(Alaska 2000).
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matters “that fall within [the com mission’s] unique expertise’'0 as this issue presents a
matter o f strict statutory construction.6 Because no agency expertise is involved, we
review thecommission'sstatutory constructionunderanindependentjudgmentstandard.

“As we substitute ourjudgment, it is our duty ‘to adopt the rule of law that is most
(0]
persuasive in lightofprecedent, reason, and policy."”

Wereview thecommission'sfindingsoffactforclearerrorandreverseonly
ifthere isnotsubstantial evidence to supportthe findings.9 “However, even under the
independentjudgmentstandard [we have]noted thatthe courtshould giveweightto what

the agency has done, especially where the agency interpretation is longstanding.” 10

A DISCUSSION

Chugach MustFirstObtainaCertificate ofPublic Convenienceand Necessity
Before Attempting To Selllts Electricity.

Chugach maintains that the com mission does not have the authority to
restrain com petition between electric utilities by prohibiting Chugach from selling
electricity withoutfirstobtaining asecond certificate o fpublic convenience and necessity

to serve power in a particular geographic location. |Instead, Chugach argues, the

Tlingit-Haida Reg T Elec. Anth. V. State, 15 P.3d 754, 761 (Alaska 2001).

) Nat/Banko fAlaska V. State, Dep ‘tofRevenue, 042 P.2d 811,815 (Alaska

1982).

CooklInletPipe Line Co. V. Alaska Pub. Utils. Comm 'n, 8§36 P.2d 343, 348
(Alaska 1992) (citing Guin V. Ha, 581 P.2d 1281, 1284 n.6 (Alaska 1979)).

9 Tlingit-Haida Reg | Elec. Auth., 15 P.3d at761.

10 Nat’l Bank ofAlaska, 642 P.2d at 815 {citing State, Dep't ofRevenue V.
Debenham Elec. Supply Co., 612 P.2d 1001, 1003 n.6 (Alaska 1980)).
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commission may only limitcompetition for a commodity such as the sale o felectricity
once ithas determined the utilities are already competing and thatsuch com petitionisnot
inthe public interest. 1l M L& P and the commission argue thatthe statutory language is
clearthat an additional certificate isneeded for each new use and thatonly in instances
where a certificate has been previously obtained does AS 42.05.221(d) apply.

Alaska Statute 42.05.221(a) provides:

A public utility maynnotoperate and receive compensation for
providing a commodity or service without first having
obtained from the commission underthischapteracertificate
declaring thatpublic convenience andnecessityrequire orw ill
require the service. Where apublic utility provides more than
one type of wutility service, a separate certificate of
convenience and necessity is required for each type. A
certificate must describe the nature and extent of authority
granted in it, including, as appropriate for the services
involved, a description of the authorized area and scope of
operations ofthe public utility.

Alaska Statute 42.05.221(d) provides:

In anareawhere the commission determines thattwo ormore
public utilities are competing to furnish identical utility
service and thatthis com petition is notin the public interest,
the com mission shall take appropriate action to eliminate the
competitionand anyundesirable duplication o ffacilities. This
appropriate action may include, butisnotlimited to, ordering
the ,ompeting utilities to enter into a contract that, among

otherthings, would:
(1) delineate the service area boundaries of each in

those areas ofcompetition;
(2)eliminate existing duplication and paralleling to the

fullest reasonable extent;
(3) preclude future duplication and paralleling;
(4)provide fortheexchangeofcustomersand facilities

11 AS 42.05.221(d).
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for the purposes of providing better public service and of

eliminating duplication and paralleling; and
(5) provide such othermutually equitable airangements

aswould bein the public interest.
Chugach argues that by not making findings under AS 42.05.221(d), the com mission
placed a priorrestraint on the competition for utilities authorized to provide a particular
type of service. It argues that the correct interpretation of the two provisions ofa§
42.05.221 is thata public injury and a finding ofcompetition must first be made hefore
the commission can restrict competition bhetween electric utilities that already have
certificates toprovide electric service to the public. Itclaimsthatany otherinterpretation

would render AS 42.05.221(d) meaningless.

1 W hetherChugach hasthe righttoprovide electric service within
M L&P'sareaisnotprecluded by collateralestoppel.

M L&P argues thatthe commission has already applied AS 42.05.221 (d) to
eliminate competition between Chugach and M L&P. Therefore, it argues that
consideration o fthis issue is barred by the doctrine ofcollateral estoppel.

Collateral estoppel bars the relitigation by parties ofan issue when:

(1) the party againstwhom the preclusion isemployed was a
party to or in privity with a party to the first action; (2) the
issue precluded from relitigation is identical to the issue
decided in the first action; (3) the issue was resolved by final
judgmenton the merits;and (4) the determination o fthe issue
was essential to the finaljudgment.1121

Chugach and M L& P havelong been parties in litigation againsteach other

resulting inanAS 42.05.221 (d) determination establishing specific geographicalareas in

12 Alaska Contracting & Consulting, Inc. V. State, Dep'tofLabor, 8§ P.3d 340,

344-45 (Alaska 2000) (quoting Renwickv. State, Bd. o fM arine Pilots, 971 P.2d 631,634
(Alaska 1999)).
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which each utility could provide its service.llI In that earlier case, the commission
recognized situations mightarise where itwould become necessaryforone ofthe utilities
to engage in work within the other's service area. Thus, the commission established
certainprocedures to address thisconcern, including awaiverbythe incumbentutility or
commission approval

The commission also noted thattheremay be times v/hen the utilities might
need to run transmission or intertie lines through the other's service area. The
commission chose notto limitthese activities, provided that “service isnotextended to
new customers withinthatcertified service area” unlessallowed underanotherprovision.
Weupheld the service areas established by the com mission, although we vacated those
portions ofthe orderdealing with the transferring offacilities between the two parties.14

A fter remand, Chugach, M L& P, and the commission resolved the issue
regarding the transferring of the facilities. But the issue at hand is distinct from the
previous litigation. Here, instead of arguing that it has a territorial right to proceed,
Chugach raisesamatterofstatutory interpretation. Itquestionshow AS 42.05.221 (a)and
(d) should be applied. M L&P contends that the com mission’s prior order precluded
Chugach from retaining oracquiring customers within M L& P'sarea. Butthis is separate
from the issue of whetheradetermination mustbe made under subsection (a) orunder
subsection (d) before allowing Chugach to procure customers. Chugach also
distinguishes thisclaim in thatthe previous orderwasspecific to distributiononly, making

nodetermination aboutproviding thecommodity ofelectricity itselfoutside ofChugach’s

13 Alaska Pub. Utils. Comm n V. Chugach Elec. Ass ', 580 P.2d 687 (A .laska

1978), rev’'d on othergrounds by City & Borough ofJuneau V. Thibodeau, 595 P.2d 626

(Alaska 1979).

14 1d at696.
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service area. Finally, all of the commission's decisions are predicated on the public
interest. But the public interest might have changed since the com mission's previous
orders. Because the issues previously resolved and the onenow before the courtarenot
identical, Chugach isnotestopped from litigating the present case.

In short, although Chugach and M L& P have along history ofcourt battles
and many previous orders have been entered regarding their allocated areas, the instant
action is distinct from these cases and therefore notprecluded by previous decisions.

2. The commission may use its “general powers” as a means to
lim it com petition.

Thecommissionhas implied powers.LLAn organization like thecom mission
“is an administrative agency thathaswhateverpowers are expressly granted to itby the
legislature orconferred upon itby implication as necessarily incident to the exercise o f
powers expressly granted.” 16

Chugach reads the commission’s order to say the com mission’'s power to
lim it com petition is solely a result of some general inference. Chugach argues that
because the commission lacked specific authority, the com mission and the superiorcourt
wereforced toinferthatthe commissionhadgeneralpowerstocontrolcompetition within
the framework of AS 42.05.221 instead ofproperly utilizing AS 42.05.221(d) for this

purpose. This,however,isnotwhatthecommissionheld. Instead, itstated thatitspower

15 Alaska Pub. Utils.Comm nhv. M unicipalityofAnchorage,902 P.2d 783,788

(A laska 1995)(citing FarN.Sanitation, Inc. V.Alaska Pub. Utils. Comm m, 825 P.2d 867
(Alaska 1992)).

16 Id. (Quoting Glacier State Tel. Co. V. Alaska Pub. Utils. Comm n, 124 P.2d

1187, 1190 (Alaska 1986)).
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tocontrolcompetition derived from three places:AS 42.05.141,17TAS 42.05.221(a), and
AS 42.05.221(d). No one contests Chugach's proposition that the statutory scheme
allows forsome competition. Chugach simply fails to acknowledge thatthatcom petition
results only from the com mission’s issuance ofcertificates and can be curtailed only by
the commission under AS 42.05.221 (d) afteritmakes the requisite findings. Moreover,
Chugach'sreading of the statute contravenes the well-established interpretation o fAS
42.05.221(a) to require public utilities to obtain approval from the com mission prior to

offering a competitive service in a particularmarket.

AS 42.05.141 provides in part;

(@) The Regulatory Commission ofAlaska may do all
things necessary or proper to carry out the purposes and
exercise the powers expressly granted orreasonably implied
in this chapter___

18 Chugach suggests that federal antitrust law provides an “overlay to state
law " that bars the commission from exercising its general powers and precludes its
longstanding interpretation of AS 42.05.221. But we disagree. In the Sherman Act,
“Congress, exercising the full extent of its constitutional power, sought to establish a
regime ofcompetition asthe fundamentalprinciple governing commerce inthiscountry.”
City ofLafayette V. Louisiana Power & Light co., 435 U.S. 389, 398 (1978) (internal

citations om itted).

In california Retail Liguor Dealers Ass 'nV. MidcalAluminum, Inc., 445
U.S. 97,105 (1980),theCourtfound two standards forantitrustimmunity stemming from
the Court's earlier decision in parker > Brown, 317 U.S. 341 (1943): “First, the
challenged restraint must be one clearly articulated and affirm atively expressed as state
policy; [and] second,thepolicy mustbe actively supervised by the State itself.” 1d. at 105
(internal quotation marks and citations om itted). Alaska's policy of anticom petitive
conductforutilities thathave acertificate ofpublic convenience and necessity isnotonly
permitted but compelled. AS 4550.572(d) immunizes public utilities that have been
issued a certificate of public convenience and necessity from state antitrust law. AS

42.05.221(a)requires certificates ofpublic convenience before a utility canoperate. AS
(continued...)
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3. The commission's and superior court's interpretation of AS
42.05.221(a)and (d)doesnotrendersubsection (d) meaningless.

In Alaska, acertificate ofpublic convenience and necessity doesnotconfer
agrantofmonopoly power.19 Thus, Chugach claims thatany previously certified utility
is allowed to begin competing for consumers without additional advance notice or
approval from the commission. The only check on this competition, according to
Chugach, is AS 42.05.221(d), which allows competition to be limited only after the

commission determines thatcompetition betweentwo ormore utilities istaking place and

18(...continued)
42.05.221 (d)thenallowsthecommissiontotakeappropriate actiontocontrolcompetition

ifitfinds that competition not in the public interest. These statutes, read separately or
together, evidence a strongercase formeeting the firstprong ofm idcarthan was seen in
S.Motor CarriersRate Conference, Inc. V. UnitedStates, 471 U.S. 48 64 (1985). In that
case,the Courtupheld apractice allowing arate bureau to submitajointrateproposalfor
rates on behalf of its members to the applicable state agency in each state for
consideration regardless of the fact none of these states had legislation compelling
collective ratemaking, noting that, “[i]f more detail than a clear intent to displace
competition were required ofthe legislature, States would find it difficultto implement
throughregulatory agenciestheiranticompetitive policies.” 1d. at64. Thepurpose ofthe
agency is to deal with problems outside the realm of the legislature’s knowledge. 1d.
Thus, to require “express authorization for every action that an agency might fmd
necessary to effectuate state policy would diminish, if not destroy, its usefulness.” 1d.
Chugach doesnotargue whetherthe State o fAlaska'spolicy to regulate public utilities
isactively supervised by the state in its brief, relying instead on its arguments regarding
the first prong ofthe midcal test. Despite the fact Chugach did not argue against it, it
seems relatively clear that the issuance of certificates ofpublic convenience as well as
otherpolicies relating to public utilities are actively supervised by the state. Unlike the
situation in snake River Valley Elec. Ass 'nV.PacifiCorp, 238 F.3d 1189 (9th Cir.2001),
where the utility with the distribution facilities had thepow erto withhold itsconsentfrom
other utilities wishing to serve its customers, M L& P hasno suchpower. Therefore, the

second prong ofmidcalis easily met.

19 Chugach Elec. Ass™, Inc. V. City ofAnchorage, 426 P.2d 1001, 1003
(Alaska 1967).
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thatsuch com petition isnotin the public intere&t. Chugach thus asks: IfM L& P doesnot
have amonopoly by virtue ofits certificate, how can itdeny its customers the ahility to
buyelectricity from acompeting seller? Chugach'sargumentisunpersuasive. AsML&P
correctly notes, monopolies exist“nothbecause [they are] inherent in the issuance of [a]

certificate, but because the Com mission has notauthorized any other utility to provide

competing services within the area....”

The plain language of AS 42.05.221(a) requires an additional certificate
prior to any utility providing an additional type of service.20 Chugach presents no
legislative history to contest this plain meaning, nor does it present any case law to
support its interpretation.2l Chugach argues that because AS 42.05.221(d) is the only
subsectiontomention competition, itistherefore theonly partofthe statute thatregulates
competition. Butthe commission has other statutes itmay utilize to limitcom petition.

Alaska Statute 42.05.221(a)is one ofthese. UnderAS 42.05.241, “a certificate may not

20 “Weapplyasliding scale approach in mattersofstatutory interpretation,and
have rejected a mechanical application ofthe plain meaning rule.” Moody-Herrera V.
State, Dep't ofNatural Res., 967 P.2d 79, 84 (Alaska 1998). Thus, the plainer the
language ofthe statute is, the more convincing the evidence contrary to that language
must be. Anchorage Sch. Dist. V. Hale, 857 P.2d 1186, 1189 (Alaska 1993). “Basic
principles ofstatutory construction 'militate againstinterpreting a statute in amannerthat
renders otherprovisions meaningless.” Contradictions should be harmonized.” Rollins
V. State, D ep'tofRevenue, Alcoholic Beverage ControlBd., 991 P.2d 202,208 (Alaska
1999) (quoting M .R.s. V. state, 897 P.2d 63, 66 (Alaska 1995)); Homer Elec. Assm V,
Towsley, 841 P.2d 1042,1045 (Alaska 1992) (stating “[a]s ageneralrule, a statute should
beconstrued so thateffectis given to allitsprovisions, so thatno partw illbe inoperative
orsuperfluous, void or insignificant.” (internal quotation marks om itted)).

21 SeeHomerElec. Assn, 841 P.2d at 1043-44 (noting themostreliable guide
to a statute's meaning is the statute's words in conjunction with their common usage.
Legislative history and context are still considered; however, they must “present a
compelling case that the literal meaning ofthe language of the statute is not what the

legislature intended.”).
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beissued unlessthe commission finds thatthe applicantis fit, willing, and able toprovide
the utility services applied for and thatthe services are required for the convenience and
necessity ofthe public.”22 The commission can grantthe certificate in whole orinpart
and may add conditionsthatitdeemsnecessarytoprotectandpromotethepublic interest,
including ordering the applicantto serve an areanotapplied for. The commission may
also deny any applicantfor good cause. UnderAS 42.05.271, these certificates can be
revoked orsuspended by the commission on complaintoron its own motion aftergood
cause isshown. A necessaryconsequence oftheseprovisionsregarding certificates isthat
a utility is usually prohibited from providing service outside ofthe area granted in the
certificate until the utility applies for a new certificate. This is not in conflict with AS
42.05.221 (d). Alaska Statute 42.05.221 (a)allowsthecommissiontopreventutilities from
duplicating service until the commission finds it is in the public interest and AS
42.05.221(d) authorizes the com mission to eliminate orlimitany existing com petition if
itis found to be harmful to the public interest.

The proper application of AS 42.05.221(a) in no way conflicts with the
application ofAS 42.05.221(d). One situation involving the properuse ofsubsection (d)
arose whenmunicipally-owned utilities came within thepurview 0 fAS 42.05.221. These
utilities werenotpreviously required to obtainacertificate. Whenthemunicipally-owned
utilities came im derthis statute,both ChugachandM L& P wereoperating withinthe same

district. The commission then utilized AS 42.05.221(d) to separate the two operations

(] (]
and provide them with distinct territorie®.

> See, eg., Alaska Fedhfor Cmty. Self-Reliance v. Alaska Pub. Utils.

Comm N, 879 P.2d 1015, 1020 (Alaska 1994),
2 AlaskaPub. Utils. Comm hv. ChugachElec. Asst, InC. ss0 p 24 687695

(continued...)
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Alaska Statute 42.05.221(a) requires a separate certificate where a utility
provides more thanone type ofservice. Chugach'sinterpretationofAS 42.05.221 would
rendersubsection (a) meaningless. The commission would have no authority to require
a utility to acquire a new or modified certificate before it began to provide services
outside ofits designated area as AS 42.05.221 (a) does notdistinguish between services,
commodities, uses, or facilities.

Despite Chugach's claims, the commission's interpretation of AS
42.05.221(a)does notrender subsection (d) ofthatprovision meaningless. In addition,
interpreting the statute as Chugach suggests would have precisely thateffect.

4, Chugach incorrectly construes other statutes to show the State
of Alaska's preference for competition.

Chugach argues that other relevant statutes show the State of Alaska’s
preference forcompetition over stateregulation. Chugach relieson AS 42.05.311, which
states thatapublic utility having any type o fdistribution ortransmission facilities “shall,
forareasonable compensation, permitanotherpublic utility to use them when the public
convenience and necessity require thisuse and theusew illnotresultinsubstantialinjury
to the owner, orin substantial detriment to the service to the customers ofthe owners."
According to Chugach, an electric utility cannotuse the facilities ofa second utility for
any purpose other than competition, evidencing the preference for com petitive over
anticom petitive conduct.

Chugach fails to note the conditional language of the statute, which
warrants shared use only when the “public convenience and necessity” require it. Joint

use is not required by statute. Instead, if utilities fail to agree on whetherjoint use is

23(..continued)
(Alaska 1978), rev'd on other grounds by City & Borough ofJuneau V. Thibodeau, 595

P.2d 626 (Alaska 1979).
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appropriate,apartymayapplytothecommissionforanordermandatingit. Thus, even
ifthe legislature intended AS 42.05.311 to engender competition, the com mission may

do so only afteritfinds that such competition is in factappropriate.

5. Thereisno distinction between services and commodities under
Alaska's public utilities law .

In the proceedings before the commission and the superiorcourt, Chugach
attempted to avoid the effectofAS 42.05.221(a) by arguing thatthe sale ofelectricity by
itselfwas the sale of a commodity rather than the provision of a service. Chugach
argued thatitscertificate establishesadescription ofthe authorized areaforservicesonly,
not for commodities. Chugach thus contended that the service area description in its
certificate applied only to services and not to the retail sale of the commodity of
electricity itself. Both the commission and Judge Tan correctly rejected this argument

hased on the broad statutory definition of the word “service,” which includes

commodities.26

V. CONCLUSION
The commission correctly held thatAS 42.05.221(a) required Chugach to

obtain an additional certificate ofpublic convenience and necessity priorto engaging in
contact with consumers regarding electricity sales outside its allotted area. This
interpretation of the statute does not render AS 42.05.221(d) meaningless and is in

accordance with othersimilarprovisions. Accordingly,we AFFIRM the decision ofthe

24 AS 42.05.321(a).
25 Chugach hasnow apparently abandoned the argument.

26 AS 42.05.990(6) provides: “ ‘service’ means, unless the contextindicates
otherwise, every commodity,product, use, facility,convenience,orotherform ofservice
that is offered for and provided by a public utility for the convenience and necessity of

the public.”
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