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Pro: Does not result In unnecessary deletion of dominance standards
that may be needed in the future based on antitrust concerns.

Pro: Should the Commission determine that a carrier has market
power in the IXC retail service category, it will be able to review 
rate filings for discrimination or predatory pricing.
Note: This presumes that Commission retains jurisdictional 

separations/Uniform System' of Accounts requirements.

B. Competitive Parity: Different standards currently apply to AT&T Alascom 
because of its current status as the incumbent/dominant carrier in the 
interexchange market -  standards. In addition to the tariff filing standards stated 
above, requirements that apply to dominant carriers include COLR 
responsibilities, financial reporting and accounting requirements, and reporting 
requirements applicable to service quality, and service quality standards. Below 
is a discussion addressing these other requirements placed on dominant carriers.

1. Carrier of L ast Resort: Should the Commission adopt one of the proposals 
on dominant carrier status that could result in there being no dominant carrier, 
it must amend its regulations that currently impose COLR responsibilities on 
the dominant carrier. The question is how to address this issue in a  manner 
consistent with HB111.

Legal Cites

HB111, Principle #1: The public shall be protected.

HB111, Principle #2: The rates charged to the public shall be fair.

HB111, Principle #3: The incumbent carrier 'ira y  not be placed at a 
competitive disadvantage.
HB111, Principle #4: Businesses that provide local and long distance 
telecommunications services shall be treated as fairly as possible.

Existing s ta te  regulation (carrier of la s t  resort)
3 AAC 52.390(c) -  A dominant carrier is responsible for providing intrastate 
interexchange telephone service as the carrier of lac>t resort.

O ption #1: Require shared COLR responsibilities (AT&TAlascom )
Note: Only the dom inant carrier currently is required to comply with 

quality o f sen/ice standards. The Commission may wish to apply 
quality o f service standards, and possibly other regulatory 
requirements on any carrier that it declares to be a COLR.

Pro: Increases parity of treatment of competitors.
Pro: Shift away from COLR responsibilities based on dominance or

incumbent status.
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Con: AT&T Alascom’s proposal to require shared COLR responsibilities 
is vague -  no specifics are mentioned despite the variety of 
alternatives under such an approacf).

Con: Unless COLR responsibilities were shared on a regional basis, 
requiring shared COLR responsibilities could be problematic 
because (1) only AT&T Alascom and GCI have the satellite 
capabilities that would enable them to share COLR duties, (2) 
AT&T Alascom and GCI satellite systems are interoperable.

Con: No specific proposal has been filed regarding sharing of COLR 
responsibilities.

Con: It is unclear how this proposal would work in areas AT&T Afascom 
holds a facilities monopoly.

O ption #2: Defer consideration o f COLR to a separate docket opened to review
COLR and related IXC issues
Pro: Does not eliminate shared COLR as an alternative, but allows the

Commission to develop a record on COLR.
Pro: Allows Commission to consider related interexchange policies 

that may implicate COLR; e.g., if the Commission adopts an 
interexchange carrier subsidy, it may wish to consider imposing 
COLR responsibilities on carriers receiving such subsidies^

Con: Commission will have to rely on dominance-based COLR rules 
pending completion of interexchange reform docket.

Con: The Commission has recently concluded a review of its IXC 
market structure through Docket R-98-1. It might not be advisable 
to expand the Commission’s workload by opening a docket 
absent a clearer indication of an error or need for improvement in 
the existing regulations.

O ption #3: State that the Commission may consider sharing o f IXC COLR
responsibilities but only in ligh t o f a detailed proposal on the matter.
[S ta ff Recommendation]

Pro: Avoids a commitment to adopt COLR sharing without knowledge
of the details or of the effect on the public.

Pro: Allows consideration of future proposals.
Pro: Does not require a regulatory change or the opening of a

regulations docket at this time.

O ption #4: Make no declaratory statement o f willingness to allow IXC sharing. No
change in IXC COLR regulations.

Pro: Simplest approach.

2. Interexchange carrie r subsidy: AT&T Alascom has proposed that the 
Commission create an interexchange carrier subsidy to create incentives fo r i 
investment in facilities-based interexchange sen/ice and to support high-cost' 
interexchange facilities. AT&T Alascom does not request that this issue be
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resolved in Docket R-03-3. AT&T Alascom would be satisfied if the 
Commission declared its intent to create an interexchange carrier subsidy, 
described the goals of such a fund, and directed Commission Staff to 
convene a workshop to develop a workable proposal within a specified 
deadline.

AT&T Alascom’s proposal is to create a funding mechanism based on 
. forward-looking costs that is equally available to all IXCs that construct Bush 
facilities.

AT&T Alascom also filed testimony from Docket R-98-1 that mentioned one 
possible means of implementing the subsidy program: compensate carriers 
for revenue shortfalls in providing basic voice service in Category 3 locations 
served by satellite. AT&T Alascom would fund the subsidy through an end- 
user per minute surcharge on long distance bills, and distribute funds to 
facilities-based IXCs based on market share of Category 3 billable minutes.

AT&T Alascom acknowledges there are several other means of implementing 
a subsidy program. Other possible policy issues related to the interexchange 
subsidy proposal include determining whether such a subsidy should be 
related to COLR responsibilities, and determining whether a subsidy should 
be provided in locations where there are duplicate interexchange carrier 
facilities. Below is a summary of legal authorities and available options.

Legal Cites

HB111, Principle #6: The development of a modem telecommunications 
infrastructure in the state shall be encouraged.

Existing s ta te  s t a tu te s  (RCA authority  to  e s ta b l ish  un iversa l se rv ice  
fund)
AS 42.05.840: The commission may establish a universal service fund or 
other mechanism to be used to ensure the provision of long distance 
telephone service at reasonable rates throughout the state and to otherwise 
preserve universal service.

Option #1: The Commission declares its intent to create an interexchange carrier 
subsidy, described the goals o f such a fund, and directs Commission 
S ta ff to convene a workshop to develop a workable proposal within a 
specified deadline.

Pro: Increases parity in treatment of largest IXC competitors; one
carrier will no longer be forced to serve the states highest cost 
areas without additional compensation.

Pro: Separate docket would not be subject to the R-03-03 tight
timelines.

Pro: Interexchange subsidy is not part of the HB111 considerations.
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Pro: A separate docket would allow interested parties additional time 
and . opportunity to comment and enable Commission to base a 
decision on a more complete recor^.

Pro: A.separate docket would allow the Commission to closely review
need for, cost of, and parameters of any potential subsidy.

Con: The Commission is committed to creating an interexchange 
carrier subsidy without allowing, other interested parties to 
comment on the issue or firm knowledge regarding whether the 
subsidy is needed.

Con: If the Commission reforms its intrastate access charge policies, 
the extent and nature of any subsidy may be fundamentally 
changed as the basic costs for interexchange services would be 
fundamentally changed.

Con: Any subsidy may be expensive and there may be limited state 
resources to fund competing universal service objectives.

Con: The Commission recently considered interexchange subsidies in 
Docket R-98-1 and at that time chose not to adopt this option.

t
O ption #2: Do not state Commission intent to create an interexchange carrier 

subsidy, but rather defer consideration o f the creation o f an 
interexchange carrier subsidy into a separate docket opened to review 
the propriety and parameters o f such a subsidy, along with related IXC 
issues.

Pro: Separate docket would not be subject to tight timelines.
Pro: The interexchange subsidy is not part of HB111 considerations.
Pro: A separate docket would allow interested parties to comment and

enable Commission to base a decision on a more complete 
record.

Pro: A separate docket would allow Commission to closely review
need for, cost of, and parameters of any potential subsidy.

Con: Commission commits itself to the creation of an interexchange 
subsidy program without the benefit of input from other interested 
parties.

Con: If the Commission reforms its intrastate access charge policies,
the extent and nature of any subsidy may be fundamentally 
changed as the basic costs for interexchange services would be 
fundamentally changed.

Con: Any subsidy may be expensive and there may be limited state 
resources to fund competing universal service objectives.

Con: The Commission recently considered interexchange subsidies in 
Docket R-98-1 and at that time chose not to adopt this option.
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Option #3: Decline to consider an interexchange carrier subsidy.
Pro: It may be better to await the outcome of the intrastate access

charge reform docket before considering the need for subsidy.
Pro: Changes in access charge reform could affect the profitability of

serving rural Alaska.
Pro: Nothing prevents the Commission from directing its Staff to report

on the costs of providing IXC service to determine whether 
subsidy may be needed and a docket opened for that purpose.

Con: If the Commission determines a subsidy is needed, this option 
delays implementation of such a subsidy.

3. R eporting R equ irem ents  (Trouble reports)

HB111, Principle #1: The public shall be protected.
HB111, Principle #3: The incumbent carrier may not be placed at a 
competitive disadvantage.
HB111, Principle #4: Businesses that provide local and long distance 
telecommunications services shall be treated as fairly as possible.

Existing s ta te  s ta tu te  (serv ice  quality):
AS 42.05.291 (standards of service and facilities) requires each public utility 

shall furnish and maintain adequate, efficient, and safe service and 
facilities and allows the commission to adopt quality of service standards 
in conformance with standard industry practices, and require remedial 
action when it finds that the service or facilities of a public utility are 
unreasonable, unsafe, inadequate, insufficient, or unduly discriminatory.

Existing s ta te  regulation  (trouble rep o rts )
3 AAC 52.320 requires dominant carriers to report to the Commission 
information regarding instances where the quality of service it provides fails to 
meet specified standards for three consecutive months, as well as specific 
occurrences which have a significant adverse effect on toll network 
performance (e.g., failure of 25 percent or more trunks in any trunk group for 
a period of more than one hour). Pursuant to 3 AAC 52.385(a), this reporting 
requirement is waived for nondominant carriers.

Option #1: Elim inate trouble report requirements fo r dom inant IXC
Pro: Increases parity in treatment of competitors; trouble reports will

no longer be required of only the dominant carrier.
Con: Trouble reports allows the Commission to determine where 

additional maintenance or facilities upgrades are appropriate 
Con: Commission will not have information on file to assess service 

quality by the COLR.
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Con: As COLR, Commission should have information regarding , 
outages

Con: If a targeted interexchange subsidy mechanism is adopted, ' 
Commission will have no information to determine locations 
where facilities upgrade is required.

Con: Under statute, the Commission is obligated to ensuring adequate 
service.

Option #2: (S ta ff recommendation) Choose between the follow ing alternatives:

Impose trouble report requirement on a ll facilities-based IXCs that meet 
regulatory criteria (e.g., 25 percent re ta il m arket share o r some other 
standard)

OR
Impose trouble report requirement on a ll facilities-based IXCs that are 
COLRs.

Pro: If a targeted interexchange subsidy mechanism is adopted,
Commission will have no information to determine locations 
where facilities upgrade is required.

Pro: If shared COL.R responsibilities are adopted, Commission will be
able to monitor service quality of each COLR.

Pro: Increases parity in treatment of competitors; trouble reports will
no longer be required of only the dominant carrier.

Pro: The Commission may better understand whether carriers with
critical facilities are providing adequate service.

Pro: If the Commission determines that there is no nondominant
carrier in the market, it would still be able to obtain trouble reports 
from the COLR.

Con: Carriers will incur expense of such trouble reports.
Con: The current record does not currently explore whether quality of 

service standards should be applied to non-dominant carriers.

Option #3: Defer consideration o f trouble report requirements into separate docket 
opened to review this requirement along with related IXC issues.
Pro: A separate docket would not be subject to tight timelines.
Pro: A separate docket would allow interested parties to comment and

enable Commission to base a decision on a more complete 
record.

Con: The Commission has recently concluded a review of its IXC 
market structure through Docket R-98-1. It might not be in the 
best interest to expand the Commission’s work load by opening a 
new "broad brush” docket absent a clearer indication of an error 
or need for improvement in the existing.
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4. R eporting/R ecording R equirem ents (Annual R eports /Ju risd ic tiona l 
Separations/U niform  System  of A ccounts)

i
HB 111, Principle #1: The public shall be protected.
HB 111, Principle #2: The rates charged to the public shall be fair.
HB111, Principle #3: The incumbent carrier may not be placed at a 
competitive disadvantage.
HB111, Principle #4: Businesses that provide local and long distance 
telecommunications services shall be treated as fairly as possible.
HB111, Policy #1: There shall be fair payment by a user carrier for use of 
another carrier’s equipment and facilities, including existing and newly 
constructed equipment and facilities.

Existing s ta te  s ta tu te s  (just and  rea so n ab le  ra tes)
AS 42.05.381 requires that all rates charged by a public utility for services 
furnished must be just and reasonable.

Existing s ta te  s ta tu te s  (USOA/annual rep o r ts )
AS 42.05.451 (System of accounts and reports) allows the Commission to 
classify public utilities and prescribe a uniform system of accounts for each 
class of utility. AS 42.05.451 also requires a public utility to file a verified 
annual report of its operations. To satisfy the annual report requirement, GCI 
files the same annual report it submits to the Security and Exchange 
Commission. Other nondominant carriers file income statements and balance 
sheets. AT&T Alascom is required to provide more detailed (Form M) 
information.

Existing s ta te  regu la tions (jurisdictional separations/U SO A )
State regulations require AT&T Alascom as the dominant carrier to follow 
FCC guidelines for the Uniform System of Accounts (USOA) (3 AAC 48.277) 
and follow jurisdictional separations rules in order to allocate costs and 
revenues among intrastate interexchange and local exchange operations (3 
AAC 48.430). Pursuant to 3 AAC 52.385(a), this reporting requirement is 
waived for nondominant carriers. Both dominant carriers and nondominant 
carriers with more than 25 percent market share are required to file an annual 
capital program and planning statement listing capital improvements 
exceeding $15,000, along with technical planning statement (3 AAC 52.330).

O ption #1: Elim inate USOA and Jurisdictional Separations requirements for 
dom inant IXC
Pro: Increases parity in reporting requirements for competitors.
Con: If wholesale and other carrier-to-carrier services are based on

embedded costs, and then the Commission would need the 
USOA to know what carrier’s costs are. Unlike the local market, 
the Commission is not required to base IXC wholesale or 
interconnection rates on federal TELRIC standards.

Con If price caps in certain market segments are subsequently
adopted, Commission will not be able to assess Alascom’s rate of
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return unless jurisdictional separations and USOA requirements 
are retained.

Con: If the Commission decides to adopt an interexchange subsidy 
based on forward looking costs and jurisdictional separations/ 
USOA are not retained, it may be difficult for the Commission to 
gauge the carrier’s rate of return.

Con: If the Commission decides to adopt an interexchange subsidy 
based on embedded costs, jurisdictional separations and USOA 
information may be necessary to demonstrate those costs.

Con: Cost information may be required to allow Commission to 
ascertain reasonableness of AT&T Alascom’s wholesale rates 

Con: The Commission may wish to retain cost information to review 
reasonableness of private line service rates.

Con: Commission would not be able to monitor financial conditions of 
the COLR, and telephone markets statewide could be impacted if 
the COLR incurred financial problems.

Con: Without the USOA, the Commission may find it difficult to 
determine whether the COLR had changed its rate of investment, 
reduced its level of maintenance, or was experiencing an 
increase or decrease in revenues or costs from year to year.'

Con: The USOA provides the Commission with information on the 
deployment of satellite and microwave technology in Alaska. This 
information may be of value to the Commission.

Option #2: Impose above reporting requirements on nondom inant facilities-based 
IXCs with sufficient market share (S ta ff variation o f ATA, UUI proposal) 
Pro Increases parity in treatment of largest IXC competitors.
Pro: If a subsidy that available to all facilities based carriers is enacted,

using the USOA and separations requirements may assist the 
Commission in targeting and ensuring appropriate use of support. 

Pro: If Commission decides to adopt an interexchange subsidy based
on each carrier’s specific embedded costs, jurisdictional 
separations and USOA information will be necessary to 
demonstrate those costs.

Pro: Cost information under the USOA or a comparable system may
be necessary to allow Commission to ascertain reasonableness 
of wholesale rates.

Pro: If the Commission agrees to shared COLR responsibilities, it may
be in the public interest to require all COLR carriers to meet 
certain accounting standards.

Con: Existing nondominant carriers have not been required to maintain 
books in accordance with jurisdictional separations and USOA, 
and requiring those carriers to do so now will be cumbersome and 
expensive.

Option ff3 : Defer consideration o f the financial reporting and record keeping 
requirements into a separate docket opened to review these 
requirements along with related IXC issues.
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Pro: Separate docket would not be subject to tight timelines.
Pro: Separate docket would allow interested parties to comment and 

• enable Commission to base a decision on a more complete 
record.

Pro: Separate docket would allow Commission to closely review need
for annual reports, jurisdictional separations, and USOA 
information.

Con: Prolongs unequal treatment of all carriers in the interexchange 
market

O ption #4: (S ta ff Recommendation) Require that the COLR meet accounting
standards. Amend 3 AAC 52.385(a) as follows:

The application o f 3 AAC 52.200 - 3 AAC 52.340 to nondom inant 
carriers that are not designated as a carrier o f last resort is waived 
except that a carrier that owns or controls interexchange facilities in the 
state and has more than 25 percent market share shall comply with 3 
AAC 52.330. Any carrier designated as a carrier o f last resort shall 
comply with 3 AAC 52.200 - 3 AAC 52.340.

Pio: This option may be necessary if the Commission changes its 
dominant carrier requirements or declares the COLR as non­
dominant.

Con: This option may create an incentive for carriers not to become a 
COLR.
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Common Carrier Staff 
October 15, 2003

ELIGIBLE TELECOMMUNICATIONS CARRIER POLICIES 
Docket R-03-03

i
I. B ackg round

Carriers must obtain Eligible Telecommunications Carrier (ETC) status from the 
Commission to gain access to federal and state universal service funds. So far 
the Commission has granted ETC status to each incumbent local carrier, General 
Communication Inc. (GCI), and Alaska Digitel LLC (AkDigitel). Pending 
applications exist for Dobson Cellular Systems, Inc. (Dobson), ACS Wireless,
Inc., and Matanuska-Kenai, Inc. d/b/a MTA Wireless.

The Telecommunications Act of 1996 (the Act) provides constraints on how the 
Commission must reach its decision on ETC applications. The FCC and the • 
Courts have also interpreted federal policy as it applies to ETC decisions.

The Rural Coalition (RC) proposed extensive new regulations to set standards 
for when ETC status may be granted and what procedures should apply. 
Opposition was filed by Dobson and GCI, and to a limited degree ACS.

li. R elevant Legal Cites.

The following is a short summary of the relevant legal cites:

<» S ec tion  214(e)(1) of th e  Act: Identifies the obligations of an ETC.
• S ec tio n  214(e)(2) of th e  Act: Indicates that the state commission shall 

designate a common carrier that meets the requirements of 214(e)(1) as 
an ETC. Requires a public interest standard be met before the state may 
designate an additional ETC in an area served by a rural telephone 
company.

• S ec tion  214(e)(5) of th e  Act: Defines the ETC service area for purposes 
of determining universal service obligations and funding levels.

• 47 CFR P ar t  54: These are the Federal Communications Commission 
(FCC) regulations governing universal service. A number of these 
regulations set limits on State authorization of an ETC.

« T exas  Office of Public Utility C ounse l v. FCC: Landmark case in which 
the Court concluded that states may impose their own eligibility 
requirements, potentially precluding the FCC from setting mandatory ETC 
requirements on states.
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• Option 1: Through Docket R-03-03, adopt regulations of some kind 
outlining ETC policy.

o Pro: The ETC process may be streamlined and made more efficient 
if regulations were developed, 

o Con: Docket R-03-03 is already very complicated, 
o Con: Some commentors argue that no party has met the 

"increased burden of persuasion" test for inclusion of this issue 
under the R-03-03 review, 

o Con: The FCC, through the Universal Service Joint Board is 
currently reevaluating its ETC policies and as a result any 
regulations developed in Docket R-03-03 may have a limited useful 
life.

• Option 2: Refer consideration of ETC regulations to a new docket.
o Many of the Pros and Cons of Option 1 apply here, 
o Pro: Referring ETC issues to a new docket may make it 

administratively easier to evaluate ETC issues.

• Option 3: Take no action at this time. (Staff recommendation).
o Pro: Given the potential change in federal policies, the benefits of 

setting ETC standards at this time may be short lived and may not 
outweigh the efforts of developing such new regulations, 

o Pro: Deferring action will allow the Commission to evaluate the 
ETC recommendation of the Universal Service Joint Board and 
possibly the resulting decision cf the FCC before taking state 
action. Deciding ETC issues now may be premature.

. IV. Policy Options:

Option 1 and 2 would only occur if the Commission decides to move forward to 
investigate ETC issues at this time.

• Option 1: Issue the RC proposed regulations for comment.
o Pro: It is possible that further comments may make it easier to 

address criticisms of, and if necessary refine, the RC proposal, 
o Con: The RC proposal likely cannot be adopted in its present form 

as it contains features that may be inconsistent with federal law.
For example:

3 AAC 53.360(c)(3)(A)(viii) Under the RC proposal, the applicant 
must provide an explanation of any agreement for 
originating/terminating long distance calls and equal access to long 
distance carriers. However, equal access is currently not an ETC 
obligation or requirement. In the case of wireless providers, the

111. Procedural Options
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Commission may be precluded from requiring equal access 
capabilities as a condition for ETC status.

3 AAC 53.360(c)(3)(B)(iv). Under the RC proposal, the ETC 
applicant must describe any new or advanced services and a 
deployment schedule demonstrating when these services will be 
made available at a reasonable cost to consumers. However, 
advanced services are not an ETC obligation. It is doubtful the 
Commission could deny an applicant ETC status for failure to 
provide advanced services.

3 AAC 53.360(e): Under this proposal, prior to the Commission 
designating a second ETC in a rural area, the Commission must 
allow the incumbent carrier the opportunity to revise its rates to 
"reflect the underlying cost of providing service" by allowing 
deaveraging of rates. This provision could effectively prevent 
designation of a second ETC in a market for an extended period of 
time, and may lead to court or FCC challenge of the state’s ETC 
authority.

The above are not the only controversial aspects of the RC 
proposal. A full discussion of the RC proposal has not been 
provided in the interest of brevity.

Option 2: Staff could develop an alternative ETC proposal for comment.

Option 3: Do not issue a proposal for public comment (Staff
Recommendation consistent with Section III above.)
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Summary of Comments
* i

The Rural Coalition (RC) proposed extensive new regulations to set standards 
for when ETC status may be designated and the procedures that apply. Among 
other things, to grant ETC status in a rural area, the RC proposes that the 
Commission must find the applicant offers affordable rates, meets financial 
requirements, maintains an adequate quality of service, has no unacceptable 
"dead spots", provides incremental benefit to warrant funding, and furthers 
efficiency. The proposal identifies what must be filed in an ETC application, 
including proof of provision of equal access. Procedures for filing comments, 
effective dates, and determining application completeness are proposed. Special 
application requirements would apply to CMRS providers. The RC also proposes 
procedures for annual certification of use of funds by all ETCs.

As part of its proposal the RC would allow incumbent local carriers (ILECs) the 
ability to adjust rates under an expedited schedule before the Commission may 
designate a second ETC in a rural area. The RC proposal would allow such rural 
ILECs to deaverage rates. See proposed 3 AAC 53.360(e).

In reply, ACS stated that the RC proposal was overly detailed and potentially 
burdensome in execution. ACS however believed the proposal could be 
streamlined without sacrificing the “laudable objectives” that form the basis of the 
RC’s recommendation.

•

Dobson cited several areas where it believed the RC proposal violated federal 
law. Dobson believed the RC’s proposed ETC rules were unduly burdensome, 
anti-competitive, devoid of supporting legal authority, and lacking policy 
arguments supporting the proposal. Dobson stated the proposal would lead to 
undue delay and would render it virtually impossible for a competitor to achieve 
ETC designation.

Dobson argued that ETC rules should not be considered in Docket R-03-03. 
Dobson believed that the RC failed to meet the "increased burden of persuasion" 
test for administrative review as set by the Commission.

GCI stated that the RC proposed ETC regulations do not relate to any of the 
provisions of HB 111 and the RC did not meet its burden of persuasion that such 
matters should be addressed in this Docket. GCI believed that consideration of 
these issues would substantially increase the scope of Docket R-03-03 and delay 
its completion.
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Section 214(e)

For conv en ien ce , the following is a detailed  cite of Sec tion  214(e) o f th e  
Act:

(1) Eligible te lecom m unica tions  carrie rs
»

A common carrier designated as an eligible.telecommunications carrier under 
paragraph (2), (3), or (6) shall be eligible to receive universal service support in 
accordance with section 254 of this title and shall, throughout the service area for 
which the designation is received -

(A) offer the services that are supported by Federal universal service 
support mechanisms under section 254(c) of this title, either using its 
own facilities or a combination of its own facilities and resale of another 
carrier's services (including the services offered by another eligible 
telecommunications carrier); and

(B) advertise the availability of such services and the charges therefor . 
using media of general distribution.

(2) D esignation  of eligible te lecom m un ica tions  carrie rs

A State commission shall upon its own motion or upon request designate a 
common carrier that meets the requirements of paragraph (1) as an eligible 
telecommunications carrier for a service area designated by the State 
commission. Upon request and consistent with the public interest, convenience, 
and necessity, the State commission may, in the case of an area served by a 
rural telephone company, and shall, in the case of all other areas, designate 
more than one common carrier as an eligible telecommunications carrier for a 
service area designated by the State commission, so long as each additional 
requesting carrier meets the requirements of paragraph (1). Before designating 
an additional eligible telecommunications carrier for an area served by a rural 
telephone company, the State commission shall find that the designation is in the 
public interest.

(3) D esignation  o f  eligible te leco m m u n ica tio n s  ca rr ie rs  for 
u n se rv ed  a re a s

If no common carrier will provide the services that are supported by Federal 
universal service support mechanisms under section 254(c) of this title to an 
unserved community or any portion thereof that requests such service, the 
Commission, with respect to interstate services or an area served by a common 
carrier to which paragraph (6) applies, or a State commission, with respect to 
intrastate services, shall determine which common carrier or carriers are best 
able to provide such service to the requesting unserved community or portion
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thereof and shall order such carrier or carriers to provide such service for that 
unserved community or portion thereof. Any carrier or carriers ordered to provide 
such service under this paragraph shall meet the requirements of paragraph (1) 
and shall be designated as an eligible telecommunications carrier for that 
community or portion thereof.
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Type of Complaint 
Anchorage Market - 6/03 thru 8/03

Intermitent- No Dial Tone 
29%

Bad Quality Line 
16%

Billing
7%

Delayed Visit 
2%

Failed Install 
4%

Held Order/Delayed Move 
20%





STATE OF ALASKA

REGULATORY COMMISSION OF ALASKA
Before Commissioners:

I n  th e  M a t t e r  o f  t h e  C o m m issio n  
R e v ie w  o f  R u le s  an d  R e g u la t i o n s  
G o v e r n in g  T e le c o m m u n ic a t io n s  
R a t e s , C h a r g e s  B e tw e e n  C o m p e tin g  
T e le c o m m u n ic a t io n s  C o m p a n ie s, 
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1 P R O C E E D I N G S
2 T a p e  1
3 0015
4 (On r e c o r d )
5 HEARING EXAMINER OLSON: A l l  r i g h t .  Good m o r n in g . W e 'r e
6 on r e c o r d  i n  R e g u la t o r y  D o ck e t R -0 3 -0 0 3  and t h i s  h e a r i n g  i s
7 b e in g  h e ld  t o d a y  p u r s u a n t  t o  O rd e r  No. 3 w h ic h  i s  d a t e d  Ju n e
8 1 1 t h , 2 0 0 3 . I 'm  P a u l O ls o n , t h e  H e a r in g  E x a m in e r , t h e  f u l l
9 C o m m issio n  i s  h e r e .  And i n  O rd e r  No. 1 o f  R -0 3 -0 0 3  t h e
10 C o m m issio n  i n d i c a t e d  t h a t  t h e  — b e c a u s e  t h e  L e g i s l a t u r e  had
11 e n a c t e d  l e g i s l a t i o n  r e q u i r i n g  t h a t  t h e  C o m m issio n  t h o r o u g h ly
12 r e v ie w  i t s  t e le c o m m u n ic a t io n s  r e g u l a t i o n s  r e g a r d i n g  r a t e s ,
13 c h a r g e s  b e tw e e n  c o m p e tin g  t e le c o m m u n ic a t io n s  c o m p a n ie s  and
14 c o m p e t it io n  i n  t e le c o m m u n ic a t io n s , t h e y  o p en ed  t h i s  n o t i c e  o f
15 i n q u i r y .
16 Th e n o t i c e  o f  i n q u i r y  d e a l s  w it h  t h e  id e a  t h a t  t h e  r e v ie w
17 m ust b e g u id e d  b y  th e  p r i n c i p l e s  s e t  f o r t h  b y  t h e  L e g i s l a t u r e
18 a s  w e l l  a s  t h e  p r o p o s e d  r e g u l a t i o n s  r e q u i r e d  b y t h e  L e g i s l a t u r e
19 m ust i n c l u d e  p r o v i s i o n s  t o  im p le m e n t n in e  p o l i c i e s  t h a t  a r e  s e t
20 f o r t h .  I n  t h e  o r d e r  t h e  C o m m issio n  r e q u e s t e d  co m m en ts, w r i t t e n
21 com m ents h a v e  b een  f i l e d  i n  t h i s  c a s e  an d  t h i s  d o c k e t  b y  A C S,
22 G C I, AT&T A la s c o m , A la s k a  T e le p h o n e  A s s o c i a t i o n ,  t h e  R u r a l
23 C o a l i t i o n .  R e p ly  com m ents w e re  f i l e d  b y  A C S , G C I, A T& T, R u r a l
24 C o a l i t i o n  an d Dobson C e l l u l a r .
25 I n  t h e  e - m a i l  t h a t  I  s e n t  t o  t h e  p e o p le  t h a t  h ad  f i l e d
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1 w r i t t e n  com m ents i n d i c a t e d  t h e  C o m m is s io n 's  p r e f e r e n c e  i n  g o in g
2 f o r w a r d  t o d a y  w o u ld  b e t-o a c c e p t  o r a l  p r e s e n t a t i o n s  b y  p e o p le
3 who had n o t f i l e d  w r i t t e n  com m ents, b u t p e o p le  t h a t  show ed up
4 a t  t h e  p u b l i c  h e a r i n g  t o d a y  w is h i n g  t o  make com m ents t o  t h e
5 C o u iin is s io n . Once we t a k e  t h o s e  i n d i v i d u a l s  t h a t  w is h  t o  make
6 o r a l  p r e s e n t a t i o n s  w it h o u t  h a v in g  f i l e d  com m en ts, th e n  w e 'r e
7 .g o in g  t o  go t h r o u g h  o r a l  p r e s e n t a t i o n s  b y  t h o s e  p a r t i e s  who
8 h a v e  f i l e d  w r i t t e n  com m en ts. ACS h a s  i n d i c a t e d  t o  me — e x c u s e
9 me, i n  an e - m a i l ,  t h a t  t h e  p r i m a r y  — one o f  t h e  p r i m a r y
10 p r e s e n t e r s  i s  g o in g  t o  be How ard S h e l a n s k i ,  h e ' s  g o in g  t o  b e
11 a p p e a r in g  t e l e p h o n i c a l l y  and h i s  a v a i l a b i l i t y  i s  fro m  noon
12 u n t i l  3 :0 0  o ' c l o c k  t h i s  a f t e r n o o n .
13 I  i n d i c a t e d  i n  t h e  e - m a i l  t o  t h e  p a r t i c i p a n t s  t h a t  t h e
14 p r e s e n t a t i o n  o r a l l y  w i l l  be l i m i t e d  t o  40 m in u t e s .  I t  d o e s n 't
15 make a n y  d i f f e r e n c e  t o  t h e  C o m m issio n  how you u s e  t h a t  40
16 m in u t e s , w h e th e r  you h a v e  c o u n s e l  t h a t  w is h  t o  make t h e i r
17 p r e s e n t a t i o n  o r  w h e th e r  you h a v e  o t h e r  p r i n c i p a l s  t h a t  w is h  t o
18 make p a r t  o f  t h a t  p r e s e n t a t i o n  o r  a l l  o f  t h a t  p r e s e n t a t i o n ,  i t
19 m akes no d i f f e r e n c e ,  yo u  u s e  t h a t  t im e  h o w e v e r yo u  w is h  t o .
20 The C o m m issio n  i s  n o t g o in g  t o  e n t e r t a i n  r e b u t t a l  t o d a y ,
21 i n  t h e  s e n s e  t h a t  t h i s  i s  n o t  an  a d v e r s a r y  p r o c e e d i n g ,  t h i s  i s
22 an i n f o r m a t i o n a l  g a t h e r i n g  p r o c e e d i n g .  The C o m m issio n  h a s  r e a d
23 y o u r  w r i t t e n  com m en ts, t h e y ' l l  o b v i o u s l y  t a k e  i n t o
24 c o n s i d e r a t i o n  y o u r  o r a l  co m m en ts. To t h a t  e x t e n t  t h e y  d o n 't
25 w is h  t o  e n g a g e  i n t o  an a d v o c a c y  s i t u a t i o n  a g a i n s t  e a c h  o t h e r ,



1 s o  w e 'r e  n o t g o in g  t o  h a v e  r e b u t t a l  t o d a y .
2 Day tw o i s  g o in g  t o  be r e s e r v e d  f o r  q u e s t i o n s  b y  t h e
3 C o m m is s io h , t h a t ' s  a s s u m in g  t h a t  a l l  o f  t h e  o r a l  p r e s e n t a t i o n s
4 a r e  c o m p le t e d  t o d a y .  I f  t h e y  a r e ,  r e g a r d l e s s  o f  t h e  t im e  t h a t
5 we c o m p le t e  them  t o d a y , t h e  C o m m issio n  w i l l  r e c e s s  an d  w e ' l l
6 b e g in  a g a i n  to m o rro w  a t  9 :0 0  t o  t a k e  q u e s t i o n s .
7 ■ Ms. G raham e, you h a d  i n d i c a t e d  i n  t h e  e - m a i l  t h a t  L a r r y
8 H onchen was o n l y  a v a i l a b l e  t o d a y , s o  i f  t h e  C o m m issio n  s h o u ld
9 h a v e  some q u e s t i o n s  f o r  Mr. H onchen i n  r e l a t i o n  t o  t h e  R u r a l
10 C o a l i t i o n ' s  p r e s e n t a t i o n s ,  t h e n  t h e y ' l l  c o n s i d e r  t a k i n g  t h o s e
11 q u e s t i o n s  t o d a y .
12 E v e n  i n  R d o c k e t s  w h e re  i t ' s  s im p ly  i n f o r m a t i o n
13 p r e s e n t a t i o n  t h e r e  a lw a y s  a p p e a r s  t o  be some j o c k e y i n g  a s  t o
14 who g e t s  t o  go f i r s t  and who g e t s  t o  go l a s t  w it h  some s o r t  o f
15 b e l i e f  t h a t  w h o e v e r g e t s  t o  go l a s t  somehow i t ' s  some g r e a t e r
16 im p a c t  on t h e  C o m m is s io n . I  t h i n k  t h a t ' s  i n c o r r e c t  an d  f o r
17 l a c k  o f  a b e t t e r  r e a s o n  we h a v e  s im p ly  a r b i t r a r i l y  s e l e c t e d
18 w h o 's  g o in g  t o  go f i r s t  i n  t h e  w r i t t e n  com m ents w it h  t h e  c a v e a t
19 t h a t  a n y  r e s e r v e d  p r e s e n t a t i o n  b y M r. S h e l a n s k i  w i l l  come
20 b e tw e e n  1 2 :0 0  an d  3 : 0 0 .  Y e s ,  Mr. S a u p e ?
21 MR. SAU PE: I  may h a v e  b e e n  d e r e l i c t  i n  n o t l e t t i n g  you
22 know t h a t  one o f  o u r  p r e s e n t e r s  fro m  AT&T i n  San  F r a n c i s c o
23 w o n 't  b e a v a i l a b l e  t h i s  m o r n in g . He and I  w e re  g o in g  t o  d i v i d e
24 th e  t im e  and s o  I  w o u ld  r e q u e s t  y o u r  p e r m i s s i o n  t o  a l l o w  u s t o
25 go so m etim e  a f t e r  l u n c h .



1 HEARING EXAMINER OLSON: W hen............
2 MR. SAU PE: We d o n 't  c a r e  a b o u t b e in g  la -s t  a n d  h a v in g  t h e
3 g r e a t e s t  im p a c t , b u t t h a t  w o u ld  b e c o n v e n ie n t .
4 HEARING EXAMINER OLSON: O k a y . When i s  t h e  — who i s  i t
5 a n d ...........
6 MR. SAU PE: H is  name i s ...........
7 HEARING EXAMINER OLSON:  when i s  — w h a t ' s th e
8 a v a i l a b i l i t y  t im e ?
9 MR. SAU PE: H is  name i s  D a v id  M i l l e r ,  he i s  a s e n i o r
10 r e g u l a t o r y  a t t o r n e y  w it h  AT&T i n  San  F r a n c i s c o  an d  h e 's
11 u n a v a i l a b l e  f o r  t h e  — e s s e n t i a l l y  f o r  o u r  m o r n in g .
12 HEARING EXAMINER OLSON: S i m i l a r  t im e  fra m e  t h e n , 1 2 :0 0  t o
13 3 :0 0  l i k e  A C S?
14 MR. SAU PE: Y e s ,  I  b e l i e v e  he c o u ld  be a v a i l a b l e  t h e n .
15 T h an k  y o u . A n d , a g a i n ,  I  a p o l o g i z e  f o r  n o t g e t t i n g  t h a t  t o  you
16 on F r i d a y .
17 HEARING EXAMINER OLSON: A l l  r i g h t .  J u s t  s o  yo u  a r e
18 p r e p a r e d  t o  know how w e 'r e  g o in g  t o  g o , R u r a l  C o a l i t i o n ' s  g o in g
19 t o  go f i r s t  w it h  t h e i r  p r e s e n t a t i o n  a f t e r  we g e t  t h e  w a l k - i n
20 co m m en ts. A l a s k a  T e le p h o n e  A s s o c i a t i o n ' s  g o in g  s e c o n d , AT&T i s
21 g o in g  t o  go t h i r d  w it h  t h e  r e s e r v a t i o n ,  Mr. S a u p e , t h a t  M r.
22 M i l l e r  w i l l  p r o v i d e  some i n f o r m a t i o n  t h i s  a f t e r n o o n .
23 MR. SA U PE: O kay. So t h e n  you w o u ld  l i k e  me t o  do my h a l f
24 o f  i t  t h i s  m o r n in g ?
25 HEARING EXAMINER OLSON: I f  you  l i k e .  I ' l l  l e a v e  i t  up t o



1 y o u , yo u  l e t  me know when we g e t  t o  y o u , i f  y o u  w ant t o  r e s e r v e
2 i t  a l l  f o r  t h i s  a f t e r n o o n  t h a t ' s —f i n e .  And t h e n  ACS an d  same
3 s i t u a t i o n  w it h  A C S . I  g u e s s  t h e  — my p r e f e r e n c e  w o u ld  b e t h a t
4 i f  yo u  h a v e  i n f o r m a t i o n  you c a n  p r o v i d e  t h i s  m o r n in g , t o
5 p r o v i d e  t h a t  i n f o r m a t i o n  t h i s  m o rn in g  s o  we d o n 't  w a s t e  t h e
6 t im e  t h i s  m o rn in g  an d  t h e n  r e c e s s  e a r l y  and come b a c k  t h i s
7 a f t e r n o o n .  Y e s ,  M r. M o n in s k i?
8 MR, MONINSKI: Ted  M o n in s k i f o r  A C S. G iv e n  t h a t  M r.
9 S h e l a n s k i  — D r. S h e l a n s k i  w i l l  p r e s e n t  t h e  b u lk  o f  o u r
10 p r e s e n t a t i o n ,  t h e  w ay t h a t  we h a v e  mapped i t  o u t  a t  t h i s  p o in t
11 i t  w o u ld  r e a l l y  be m ore c o n v e n ie n t  i f  we c o u ld  do i t  a l l  a t  one
12 t im e  w it h  h i s  g o in g  f i r s t .  A g a i n , I  u n d e r s t a n d  t h a t  t h e
13 C o m m issio n  h a s  s e l e c t e d  t h e  o r d e r  o f  p r e s e n t a t i o n .
14 HEARING EXAMINER OLSON: O kay. B e f o r e  we t a k e  o r a l  —
15 y e s ,  s i r ?
16 MR. ROWE: M r. O ls o n , J i m  Rowe w it h  t h e  A l a s k a  T e le p h o n e
17 A s s o c i a t i o n .
18 HEARING EXAMINER OLSON: Y e s ,  s i r ?
19 MR. ROWE: I  im p r u d e n t ly  t o o k  v a c a t i o n  l a s t  w eek an d  I 'm
20 u n p r e p a r e d  t o  m eet y o u r  t im e  t h i s  m o r n in g , t o  b e t h e  s e c o n d
21 p a r t i c i p a n t .
22 HEARING EXAMINER OLSON: You — do you  w ant t o  - -  d i d  you
23 w is h  t o  p u t  on an o r a l  p r e s e n t a t i o n  t o d a y  a t  some p o i n t ?  I
24 m ean, I  g u e s s  my q u e s t i o n  i s  do yo u  w ant t o  h a v e  t h e  m o rn in g  t o
25 g e t  r e a d y  an d  s a y  s o m e t h in g  t h i s  a f t e r n o o n  o r ...........



1 MR. ROWE: T h a t  w o u ld  be w o n d e r f u l i f  I  m ay.
2 HEARING EXAMINER OLSON: ........... do y o u  w ant t o  w ait*?
3 MR. ROWE: C e r t a i n l y  I 'm  l o o k i n g  t o  go l a s t ,  b u t  t h a t
4 t r u l y  w as n o t my i n t e n t .  T h an k  y o u .
5 HEARING EXAMINER OLSON: A l l  r i g h t .
6 MR. ROWE: I f  t h a t ' l l  w ork f o r  you I ' d  a p p r e c i a t e  i t .
7 HEARING EXAMINER OLSON: O k a y. I t  w i l l .  So now I  h a v e  t o
8 do s o m e th in g  l e s s  th a n  j u s t  a r b i t r a r i l y  p i c k i n g  p e o p l e .  O k a y .
9 B e f o r e  we t a k e  — to  s e e  i f  we h a v e  a n y  p e o p le  t h a t  h a v e  w a lk e d
10 i n ,  I  w on d er i f  I  ca n  g e t  f o r  t h e  p e o p le  t h a t  a r e  s i t t i n g  a t
11 th e  c o u n s e l  t a b l e s  t o  i n d i c a t e  w h o 's  h e r e  an d  — on t h e  r e c o r d
12 and w h o 's  w it h  y o u . L e t ' s  s t a r t  w it h  y o u , M r. S h o u p , Mr.
13 M o n in s k i and i f  you  i n d i c a t e  w h o 's  w it h  y o u , who y o u 'r e
14 r e p r e s e n t i n g ,  w e ' l l  j u s t  k in d  o f  go a ro u n d  and t h e n  w e 'r e  g o in g
15 t o  t a k e  p e o p le  t h a t  h a v e  o t h e r  p r e s e n t a t i o n s .
16 MR. MONINSKI: T h a n k  y o u , M r. H e a r in g  O f f i c e r .  Good
17 m o r n in g , C o m m is s io n e r s . My name i s  Ted M o n in s k i, I 'm  h e r e  t h i s
18 m o rn in g  on b e h a l f  o f  A l a s k a  C o m m u n ic a tio n  S y s t e m s . We h a v e  tw o
19 o t h e r  p e o p le  w it h  me t h i s  m o r n in g , we may h a v e  a n y  num ber o f
20 o t h e r  p e o p le  who h a v e  d i a l e d  i n t o  t h e  b r i d g e ,  I  d i d n ' t  h e a r
21 t h a t  t h e  b r i d g e  was t u r n e d  up t h i s  m o rn in g  an d  I 'm  n o t  s u r e
22 t h a t  I  know t h a t  i t  i s .
23 HEARING EXAMINER OLSON: A l l  r i g h t .  W e 'l l  c h e c k  on t h a t .
24 MR. MONINSKI: O k a y .
25 U N ID E N T IFIE D  V O IC E : I  d i d n ' t  know we h a d  o n e .



1 MR. MONINSKI :v Y e a h , I  d i d  c i r c u l a t e  a b r i d g e  num ber b a s e d
2 on t h e - f e e d b a c k  t h a t  I  r e c e i v e d  fro m  t h e  C o m m is s io n .
3 H o p e f u l l y ,  we do h a v e  one b e c a u s e  o u r  p r i m a r y  p r e s e n t e r  w i l l  be
4 on i t  a t  some p o i n t .  A t  a n y  r a t e  w it h  me t h i s  m o rn in g  t o  my
5 l e f t  i s  Mr. D a v id  S h o u p , an a t t o r n e y  h e r e  i n  A n c h o r a g e  who
6 r e p r e s e n t s  ACS i n  v a r i o u s  m a t t e r s  b e f o r e  t h e  C o m m is s io n . To
7 Mr. S h o u p 's  l e f t  i s  D r. D a le  Lehman who i s  a p r o f e s s o r  o f
8 t e le c o m m u n ic a t io n s  m anagem ent a t  A l a s k a  P a c i f i c  U n i v e r s i t y .
9 And a g a i n  we — when t h e  b r i d g e  i s  up we w i l l  h a v e  o t h e r  ACS
10 p a r t i c i p a n t s  and I  w i l l  i n t r o d u c e  them  a t  t h e  p o i n t  i n  t im e
11 when we know t h a t  t h e y ' r e  t h e r e .
12 HEARING EXAMINER OLSON: O kay. A l l  r i g h t .  D id  yo u  w is h
13 them  t o  b e — I  w ant t o  make s u r e ,  d i d  you w is h  them  t o  be
14 a v a i l a b l e  f o r  a l l  t h e  p r e s e n t a t i o n s  g o in g  t o  g o  f o r w a r d  t h i s
15 m o r n in g ?
16 MR. MONINSKI: I t  was my u n d e r s t a n d i n g , M r. H e a r in g
17 O f f i c e r ,  t h a t  t h e  b r i d g e  w as g o in g  t o  be up fro m  8 :3 0  t h i s
18 m o rn in g  u n t i l  5 :0 0  o ' c l o c k  t h i s  a f t e r n o o n  on e a c h  d a y  o f  t h e
19 h e a r i n g ,  t h a t ' s  w hat I  was t o l d .
20 HEARING EXAMINER OLSON: O kay.
21 MR. M ONINSKI: And t h a t ' s  w hat I  t o l d  t h e  ACS
22 p a r t i c i p a n t s .
23 HEARING EXAMINER OLSON: O kay. W e ll ,  l e t ' s  g e t  t h e  r e s t
24 o f  t h e  p e o p le  t h a t  a r e  h e r e  and t h e n  w e ' l l  t a k e  a m in u te  t o  g e t
25 — make s u r e  t h a t  we g e t  them  on t e l e p h o n i c a l l y ,  o k a y ?



1 MR. MONINSKI: T h a n k  y o u .
2 HEARING EXAMINER OLSON? M r. J a c k s o n ?  ~
3 MR. JACKSON: Good m o r n in g , my n a m e 's  Jim m y J a c k s o n  an d  I
4 r e p r e s e n t  G C I an d  I ' l l  b e  m a k in g  o u r  i n i t i a l  co m m e n ts. W ith  me
5 t o d a y  i s  Dana T i n d a l l ,  G C I 's  s e n i o r  v i c e  p r e s i d e n t  f o r  l e g a l
6 and r e g u l a t o r y  a f f a i r s .  When we g e t  t o  t h e  C o m m is s io n  q u e s t i o n
7 p o r t i o n  o f  t h e  h e a r i n g  w e ' l l  a l s o  b e j o i n e d  b y  a t  l e a s t  Mr.
8 Moderow who c a n  — w h o 's  much m ore f a m i l i a r  w it h  t h e  UNE r a t e
9 i s s u e s  t h a n  I  am an d w i l l  p r o b a b l y  h e lp  h a n d le  q u e s t i o n s  on
10 t h a t  t o p i c .
11 HEARING EXAMINER OLSON: O k a y.
12 MR. JACKSON : T h a n k  y o u .
13 HEARING EXAMINER OLSON: O k a y . M r. S a u p e ?
14 MR. SA U PE: Y e s ,  t h a n k  y o u . I 'm  W i l l i a m  S a u p e , I 'm  h e r e
15 on b e h a l f  o f  AT&T A la s c o m . W ith  me a t  t h e  t a b l e  i s  K r i s t i
16 C a t l i n  who i s  AT&T A l a s c o m 's  d i r e c t o r  o f  g o v e r n m e n t a l
17 r e l a t i o n s .  And a s  I  m e n t io n e d  e a r l i e r  s p l i t t i n g  t h e  — o u r
18 t im e  w it h  me w i l l  b e D a v id  M i l l e r  w h o 's  a s e n i o r  r e g u l a t o r y
19 c o u n s e l  i n  S a n  F r a n c i s c o  an d  h e ' l l  b e s p e a k in g  on t h e  l o c a l
20 m a rk e t i s s u e s .  I ' l l  b e  t a l k i n g  a b o u t lo n g  d i s t a n c e  i s s u e s .
21 HEARING EXAMINER OLSON: O k a y . T h an k  y o u . Ms. G rah am e?
22 A n d , Ms. G ra h am e, a f t e r  y o u 'v e  i n t r o d u c e d  y o u r s e l f  an d  w h o 's
23 w it h  y o u  w o u ld  yo u  j u s t  f o r  t h e  r e c o r d  i n d i c a t e  who i t  i s
24 t h a t ' s  p a r t  o f  t h e  R u r a l  C o a l i t i o n  t h a t  y o u 'r e  r e p r e s e n t i n g
25 t o d a y ?



1 MS. GRAHAME: Y e s ,  t h a n k  y o u . My name i s  H e a t h e r  G rah am e,
2 I 'm  a p a r t n e r - w i t h  D o rs e y  & W hitne.y i n  A n c h o r a g e , A l a s k a .  W ith
3 me a t  c o u n s e l  t a b l e  i s  Mr. J e f f  D i l l e n  who i s  a l s o  a la w y e r
4 w it h  D o r s e y  & W h itn e y  and a t e le c o m  la w y e r  c o l l e a g u e  o f  m in e .
5 To my r i g h t  i s  M r. Honchen o f  Honchen & U h le n k o t t  and a s  Mr.
6 O ls o n  n o t e d  M r. H onchen w i l l  n o t be a v a i l a b l e  to m o rro w , t h i s  i s
7 f o r  a g o o d  r e a s o n , h i s  d a u g h t e r 's  g e t t i n g  m a r r i e d .  And t o  Mr.
8 D i l l e n ' s  l e f t  i s  S u sa n  H a rd e n b e rg h  who i s  a l s o  w it h  H onchen &
9 U h le n k o t t .  I n  t h e  a u d ie n c e  I  do s e e  some — a t  l e a s t  one
10 member — two m em bers o f  t h e  R u r a l  C o a l i t i o n ,  one i s  Mr. S t e v e
11 Ham len w h o 's  t h e  p r e s i d e n t  o f  U n it e d  U t i l i t i e s  an d  U n ite d -K U C .
12 And I  a l s o  s e e  M r. Bob Dunn who i s  h e a d  o f  r e g u l a t o r y  a f f a i r s
13 f o r  T e l A l a s k a ,  w h ic h  i s  t h e  h o l d in g  com pany f o r  M ukluk
14 T e le p h o n e  and I n t e r i o r  T e le p h o n e .
15 The R u r a l  C o a l i t i o n ,  f o r  p u r p o s e s  o f  t h i s  d o c k e t ,  i s
16 c o m p r is e d  o f  t h e  f o l l o w i n g  c o m p a n ie s , I n t e r i o r  T e le p h o n e
17 Com pany, M ukluk T e le p h o n e  Com pany, K e t c h ik a n  P u b l i c  U t i l i t i e s ,
18 A r c t i c  S lo p e  T e le p h o n e , M atan u sk a T e le p h o n e , OTZ T e le p h o n e
19 C o o p e r a t i v e ,  S u m m it, C o p p e r V a l l e y ,  B r i s t o l  B a y , U n it e d
20 U t i l i t i e s ,  U n ite d -K U C , B u s h T e l and N ushu gak T e le p h o n e
21 C o o p e r a t i v e .  T h an k  y o u .
22 HEARING EXAMINER OLSON: O kay. Th ank y o u . And A l a s k a
23 T e le p h o n e  Company A s s o c i a t i o n ,  Mr. Row e, we n e e d  t o  g e t  you  an
24 e x t r a  m ic r o p h o n e , I  g u e s s ,  and th e n  yo u  i n d i c a t e d  t h e r e ' s
25 som ebody w it h  you a s  w e l l ?



1 MR. ROWE: I 'm  J i m  Row e, d i r e c t o r  o f  t h e  A l a s k a  T e le p h o n e
2 A s s o c i a t i o n ,  - - I ' 11 be p r e s e n t i n g  com m ents t h i s  a f t e r n o o n  on
3 b e h a l f  o f  t h e  A s s o c i a t i o n .  T h an k  y o u .
4 HEARING EXAMINER OLSON: O k a y . T h an k  y o u . I s  t h e r e
5 a n y b o d y  h e r e  fro m  Dobson C e l l u l a r ?  O kay. I  g u e s s  n o t .  W e 'r e
6 g o in g  t o  go o f f  r e c o r d  f o r  a m in u te  and s e e  i f  we c a n  g e t  y o u r
7 p e o p le  up on t h e  p h o n e , M r. M o n in s k i.
8 ( O ff  r e c o r d  -  9 :1 7  a .m .)
9 (On r e c o r d  -  9 :3 3  a .m .)
10 HEARING EXAMINER OLSON: O k a y . W e 'r e  b a c k  on r e c o r d  i n
11 R e g u l a t o r y  D o c k e t R - 0 3 - 0 0 3 ,  We h a v e  e v e r y b o d y  on t h e  l i n e  now.
12 I  g u e s s .  F o r  t h e  r e c o r d  we h a v e  K a re n  B rin k m a n n , we h a v e  Mr.
13 Dan L i n d g r e n ,  we h a v e  M r. How ard S h e l a n s k i ,  we h a v e  M ark A y o t t e
14 on t h e  l i n e .  Th e f i r s t  t h r e e  f o r  — on b e h a l f  o f  ACS and Mr.
15 A y o t t e  fro m  D obson C e l l u l a r .
16 B e f o r e  we t a k e  p r e s e n t a t i o n  fro m  t h o s e  who h a v e  a l r e a d y
17 f i l e d  w r i t t e n  co m m en ts, a r e  t h e r e  p e o p le  i n  t h e  a u d ie n c e  o r
18 e n t i t i e s  i n  t h e  a u d ie n c e  t h a t  w is h  t o  make an o r a l  p r e s e n t a t i o n
19 t o  t h e  C o m m issio n  r e g a r d i n g  t h i s  n o t i c e  o f  i n q u i r y ?  I f  you
20 a r e ,  p l e a s e ,  l e t  me know an d  w e ' l l  make a m ic ro p h o n e  a v a i l a b l e
21 f o r  yo u  t o  make y o u r  com m ents t o  t h e  C o m m is s io n . O k a y . I  s e e
22 t h a t  t h e r e  a r e  no p e o p le  t h a t  h a v e  w a lk e d  i n  t h a t  w is h  t o  make
23 a n y  com m ents s o ,  Ms. G ra h am e , y o u 'r e  on t h e  h o t s e a t .
24 MS. GRAHAME: T h an k  y o u  v e r y  m uch. I ' d  l i k e  t o  s t a r t  b y
25 s a y i n g  t h a t  Mr. D i l l e n  an d  I  w i l l  b e d i v i d i n g  t h e  R u r a l



1 C o a l i t i o n ' s  o r a l  p r e s e n t a t i o n .  I 'm  g o in g  t o  be d i s c u s s i n g  why
2 -new  r e g u l a t i o n s  n e e d  t o  be p r o m u lg a t e d  t o  g o v e r n
3 t e le c o m m u n ic a t io n s  c o m p e t i t i o n  i n  r u r a l  A l a s k a .  M r. D i l l e n  i s
4 g o in g  t o  bd d i s c u s s i n g  t h e  s t r u c t u r e  o f  an d  t h e  p o l i c y  b e h in d
5 t h e  R u r a l  C o a l i t i o n ' s  p r o p o s e d  r e g u l a t i o n s  and he w i l l  be
6 r e s p o n d in g  t o  t h e  w r i t t e n  com m ents a l r e a d y  f i l e d  b y  some o f  t h e
7 co m m en to rs i n  t h i s  p r o c e e d i n g .
8 I ' d  l i k e  t o  s t a r t  b y  s a y i n g  t h a t  t h e  R u r a l  C o a l i t i o n  h a s  a
9 s t r o n g  i n t e r e s t  i n  a l l  o f  t h e  i s s u e s  i n  t h i s  r u l e  m a k in g  d o c k e t
10 h o w e v e r i t  h a s  f o c u s e d  i t s  e f f o r t s  h e r e  on t h o s e  a f f e c t i n g
11 r u r a l  a r e a s  an d s p e c i f i c a l l y  t h e  a b s e n c e  o f  r u l e s  g o v e r n in g
12 t e le c o m m u n ic a t io n s  c o m p e t i t i o n  i n  r u r a l  A l a s k a .  A s  t h e
13 C o m m issio n  knows no s u c h  r u l e s  e x i s t  an d  t h i s  may h a v e  b e en
14 t o l e r a b l e  an d f i n e  w h i le  t h e  — w h i le  t e le c o m m u n ic a t io n s
15 c o m p e t i t i o n  w as f o c u s e d  on A n c h o r a g e  an d  was f o c u s e d  on UNE
16 b a s e d  c o m p e t i t i o n  t h a t  b e in g  w h e re  t h e  c o m p e t i t o r  r e l i e s  on t h e
17 in c u m b e n t f o r  a c c e s s  t o  c u s t o m e r s .  B u t i n  o u r  v ie w  i t  i s  no
18 l o n g e r  s u s t a i n a b l e  i n  l i g h t  o f  t h e  a r r i v a l  o f  s i g n i f i c a n t
19 c o m p e t it io n  i n  r u r a l  A l a s k a  an d  s i g n i f i c a n t  c o m p e t i t i o n  a r r i v e d
20 w it h o u t  a d o u b t l a s t  F r i d a y  when t h e  C o m m issio n  i s s u e d  i t s
21 o r d e r  g r a n t i n g  ETC d e s i g n a t i o n  t o  A l a s k a  D i g i t e l  t h r o u g h o u t
22 M TA's s e r v i c e  a r e a .  And t h e  a p p l i c a t i o n  o f  w i r e l e s s  c a r r i e r s
23 f o r  ETC d e s i g n a t i o n  i n  r u r a l  A l a s k a  i s  s im p ly  g o in g  t o  c o n t i n u e
24 an d I  t h i n k  we a l l  know t h a t  j u d g i n g  b y  t h e  f a c t  t h a t  t h e r e  a r e
25 tw o p e n d in g  a d d i t i o n a l  a p p l i c a t i o n s  now , one b e in g  b y  ACS



1 W i r e l e s s  and a n o t h e r  b e in g  b y  D obson.
2 I n  an e f f o r t  t o  a -v o id  t h e  k in d  o f  c o m p e t i t i v e  an d
3 r e g u l a t o r y  c h a o s  o v e r  t h e  l a s t  s i x  y e a r s  b e tw e e n  ACS an d  G C I i n
4 A n c h o r a g e , we b e l i e v e  t h e  C o m m issio n  s h o u ld  p r o m u lg a t e
5 r e g u l a t i o n s  g o v e r n in g  t e le c o m m u n ic a t io n s  i n  r u r a l  A l a s k a .
6 R u le s  b r i n g  p r e d i c t a b i l i t y  and c e r t a i n t y ,  i t  b e n e f i t s  new
7 e n t r a n t s ,  i t  b e n e f i t s  t h e  C o m m issio n  and i t  b e n e f i t s  t h e
8 in c u m b e n t r u r a l  c o m p a n ie s . The p r o m u lg a t io n  o f  r u l e s  d o e s  n o t
9 r e p l a c e  i n  a n y  way t h e  n e e d  f o r  t h e  C o m m issio n  t o  a d j u d i c a t e
10 ETC a p p l i c a t i o n s  on a c a s e  b y  c a s e  b a s i s .  The r u l e s  a r e
11 p r i m a r i l y  p r o c e d u r a l  i n  n a t u r e  an d  t h e y  g i v e  n o t i c e  t o  t h e  new
12 e n t r a n t s  o f  w hat i s  r e q u i r e d ,  t h e y  p r o v i d e  c e r t a i n t y  and
13 p r e d i c t a b i l i t y  t o  t h e  in c u m b e n ts  b e c a u s e  i t  g i v e s  them  t h e
14 r u l e s  b y  w h ich  t h e y  — g i v e s  them  t h e  r u l e s  t h a t  t h e y  n e e d  t o
15 f o l l o w  t o  p r o c e e d  w it h  r u r a l  c o m p e t i t i o n  an d  i t  b e n e f i t s  t h e
16 C o m m issio n  b y  a t  l e a s t  t a k i n g  some o f  t h e  p r o c e d u r a l s  o f f  t h e
17 t a b l e .
18 H o w e v e r, t h e  r u l e s  t h a t  n e e d  t o  b e p r o m u lg a t e d  a r e  g o in g
19 t o  be q u i t e  d i f f e r e n t  t h a n  t h o s e  t h a t  a r e  c u r r e n t l y  i n  p l a c e  i n
20 A n c h o r a g e  and now i n  F a i r b a n k s  an d  Ju n e a u . And t h e  m ain  r e a s o n
21 i s  c o m p e t i t i o n  i n  r u r a l  A l a s k a  i s  n o t  g o in g  t o  b e UNE b a s e d .
22 C o m p e t it io n  i n  r u r a l  A l a s k a  i s  n o t  g o in g  t o  e v o l v e  o v e r  t h e
23 n eed  o f  a c o m p e t i t o r  t o  l e a s e  t h e  i n c u m b e n t 's  l i n e s ,  r a t h e r
24 c o m p e t i t i o n  i s  g o in g  t o  b e b e tw e e n  tw o o r  m ore c o m p a n ie s , e a c h
25 w it h  a s t a n d  a lo n e  n e t w o r k . And f o r  t h a t  r e a s o n  i s s u e s  l i k e



1 d o m in a n t an d  n o n -d o m in a n t  c a r r i e r  w h ic h  a r e  s o  i n t r i c a t e l y
2 r e l a t e d  t o  t h e  n e e d  f o r  t h e  c o m p e t i t o r  t o  ur.e t h e  in c u m b e n t ' s
3 n e t w o rk  a r e  s im p ly  g o in g  t o  b e  i r r e l e v a n t .
4 I n  r u r a l  A l a s k a  c o m p a n ie s  a r e  — c o m p e t i t o r s  a r e  g o in g  t o
5 e s t a b l i s h  t h e i r  own s t a n d  a lo n e  n e t w o rk s  f o r  a num ber o f
6 r e a s o n s .  Number o n e , i t ' s  l e s s  e x p e n s i v e  t o  c o n s t r u c t  a
7 w i r e l e s s  n e t w o rk  t h a n  t o  c o n s t r u c t  a w i r e l i n e  n e t w o r k . Number
8 tw o , c o n s t r u c t i o n  o f  a w i r e l e s s  n e t w o rk  m eans t h a t  a s t a t e
9 c o m m is s io n  c a n n o t  r a t e  r e g u l a t e  t h e  com pany and c a n n o t  r e q u i r e
10 t h e  com pany t o  f i l e  a c e r t i f i c a t e  o f  p u b l i c  c o n v e n ie n c e  and
11 n e c e s s i t y  m e a n in g  t h e r e  i s  a u t o m a t i c a l l y  much l i g h t e r
12 r e g u l a t o r y  t r e a t m e n t  o f  a w i r e l e s s  c a r r i e r  t o  b e g i n  w i t h .
13 M o re o v e r , c r e a t i o n  o f  a s t a n d  a lo n e  n e t w o rk  o b v i a t e s  t h e
14 n e e d  f o r  a c o m p e t i t o r  t o  f i r s t  t r y  an d  t e r m i n a t e  a r u r a l
15 c o m p a n y 's  r u r a l  e x e m p tio n  an d  t h e n  t o  t r y  t o  n e g o t i a t e  an d  th e n
16 a r b i t r a t e  an i n t e r c o n n e c t i o n  a g r e e m e n t . T h o se  r e g u l a t o r y
17 i s s u e s  c a n  t a k e  w e l l  o v e r  a y e a r  o r  m ore and s i g n i f i c a n t l y
18 b e y o n d  t h a t  p o t e n t i a l l y  t o  r e s o l v e .  C o n s t r u c t i o n  o f  a w i r e l e s s
19 n e t w o rk  e n a b l e s  a c o m p e t i t o r  t o  a v o i d  a l l  o f  t h o s e  s t e p s .
20 M o re o v e r i f  a c o m p e t i t o r  d o e s  n o t  haV e an i n t e r c o n n e c t i o n
21 a g re e m e n t i t  m eans t h a t  a d d i t i o n a l  c o m p e t i t o r s  t h a t  come down
22 t h e  r o a d  d o n 't  h a v e  t h e  a b i l i t y  t o  u s e  t h e  p i c k  an d  c h o o s e  r u l e
23 t o  o b t a i n  e a s y  a c c e s s  t o  t h e  m a r k e t . A s many o f  yo u  know t h e
24 p i c k  an d  c h o o s e  r u l e  a l l o w s  C L E C s t o  p i c k  t h e  t e r m s  and
25 c o n d i t i o n s  o f  an e x i s t i n g  i n t e r c o n n e c t i o n  a g re e m e n t i n  o r d e r  t o



1 g e t  i n t o  t h e  m a rk e t  q u i c k l y ,  b u t  i f  a com pany e s t a b l i s h e s  a
2 s t a n d  a lo n e  n e t w o rk  t h e  p i c k  an d c h o o s e  r u l e  d o e s  n o t  a p p l y .
3 And c o n s t r u c t i n g  a w i r e l e s s  n e t w o rk  i n  r u r a l  A l a s k a ,  a t
4 l e a s t  a t  t h i s  t im e , e n a b l e s  t h a t  w i r e l e s s  com pany t o  h a v e
5 a c c e s s  t o  U n i v e r s a l  S e r v i c e  F u n d s .
6 So f o r  a l l  o f  t h e s e  r e a s o n s  we b e l i e v e  i n  n e a r l y  e v e r y
7 i n s t a n c e  c o m p e t i t i o n  i n  r u r a l  A l a s k a  i s  g o in g  t o  be t h r o u g h  a
8 s t a n d  a lo n e  w i r e l e s s  n e t w o rk  and i s  n o t  g o in g  t o  be t h r o u g h  t h e
9 l e a s e  o f  an i n c u m b e n t 's  n e t w o rk  b y  a c o m p e t i t o r .
10 The r u r a l  c o m p e t i t i o n  r u l e s  w i l l  a l s o  h a v e  t o  b e d i f f e r e n t
11 fro m  u rb a n  r u l e s  b e c a u s e  o f  t h e  d i f f e r e n t  n a t u r e  o f  A l a s k a ' s
12 r u r a l  a r e a s  fro m  i t s  u rb a n  a r e a s .  A s we a l l  know r u r a l  A l a s k a
13 — r u r a l  A l a s k a ' s  c o m m u n itie s  a r e  v e r y  s m a l l ,  t h e y  h a v e  v e r y
14 few  a c c e s s  l i n e s  an d  t h e y  h a v e  v e r y  few  b u s i n e s s e s .  Th e few
15 b u s i n e s s e s  t h a t  t h e r e  a r e  c a r r y  t h e  re v e n u e  s t r e a m  f o r  t h e
16 in c u m b e n t l o c a l  e x c h a n g e  c o m p a n ie s .
17 And l e t  me g i v e  you  an e x a m p le  o f  how some o f  t h e  p r o p o s e d
18 r u l e s  t h a t  h a v e  b e e n  p r o p o s e d  i n  t h i s  p r o c e e d in g  n e e d  t o  be
19 lo o k e d  a t  a s  a p p l i e d  t o  r u r a l  a r e a s  v e r y ,  v e r y  c a r e f u l l y .  And
20 I 'm  n o t  p i c k i n g  on G CI an d  I 'm  n o t  a d v o c a t i n g  f o r  o r  a g a i n s t
21 t h e  p a r t i c u l a r  G C I p r o p o s a l  I 'm  g o in g  t o  d i s c u s s ,  b u t  i t  i s
22 i l l u s t r a t i v e  o f  how t h e  a p p l i c a t i o n  o f  a r u l e  c a n  b e v e r y
23 d i f f e r e n t  i n  r u r a l  a r e a s .
24 G C I p r o p o s e s  t h a t  an a r e a  c o u ld  be d e c l a r e d  s i g n i f i c a n t l y
25 c o m p e t i t i v e  i f  C L E C s c o l l e c t i v e l y  s e r v e  m ore t h a n  20 p e r c e n t  o f



1 t h e  a c c e s s  l i n e s .  I t  i s  e a s y  i n  some o f  A l a s k a ' s  m ost r u r a l
2 a r e a s  f o r  a CLEC  t o  s t a y  w e l l  b e lo w  t h a t  2 0 - p e r c e n t ,  y e t  t a k e
3 m o st o f  t h e  r e v e n u e  s t r e a m . And t h e  way t h a t  w o u ld  w ork i s  b y
4 a CLEC c a p t u r i n g  two o r  t h r e e  b u s i n e s s  c u s t o m e r s  i n  t h e  r u r a l
5 a r e a  w h ic h  w o u ld  a c c o u n t  f o r  t h e  v a s t  m a j o r i t y  o f  t h e  re v e n u e
6 s t r e a m s  t h a t  h e l p  k eep  r a t e s  a f f o r d a b l e  i n  r u r a l  a r e a s .  And
7 t h a t  — and G C I 's  p r o p o s a l  may h a v e  some a p p e a l t o  som e,
8 p a r t i c u l a r l y  a s  a p p l i e d  i n  an u rb a n  a r e a ,  b u t i t  i s  v i t a l  t h a t
9 t h e  C o m m issio n  lo o k  a t  how t h a t  k in d  o f  a r u l e  w o u ld  be a p p l i e d
10 i n  A l a s k a ' s  m o st r u r a l  a r e a s  an d  w hat i t  w o u ld  do t o
11 a f f o r d a b i l i t y  o f  t h e  r e m a in in g  c u s t o m e r s ' r a t e s .
12 And t h e  t im e  t o  a c t  i s  now. W i r e l e s s  c a r r i e r s  a r e
13 a p p l y i n g  f o r  ETC d e s i g n a t i o n  i n  r u r a l  A l a s k a  and w i l l  c o n t in u e
14 t o  do s o ,  we b e l i e v e ,  a t  a p r e t t y  r a p i d  r a t e  a s  lo n g  a s
15 U n i v e r s a l  S e r v i c e  r e v e n u e s  a r e  a v a i l a b l e  a s  t h e y  a r e  t o d a y .
16 B u t m o st i m p o r t a n t l y  t h e  r u r a l  c o m p a n ie s  n e ed  t im e  t o  rem ove
17 t h e  i m p l i c i t  s u b s i d i e s  fro m  t h e i r  r a t e s  p r i o r  t o  t h e  a c t u a l
18 s t a r t  o f  c o m p e t i t i o n .  And t h i s  i s  su c h  a v i t a l  p o i n t  I ' d
19 r e a l l y  l i k e  t o  sp e n d  a moment on i t .
20 I n  r u r a l  A l a s k a  U n i v e r s a l  S e r v i c e  h a s  b een  l a r g e l y
21 a c h i e v e d  t h r o u g h  i m p l i c i t  s u b s i d i e s .  T h a t  m eans t h a t  t h e  p r i c e
22 o f  some s e r v i c e s  a r e  p r i c e d  w e l l  a b o v e  c o s t  i n  o r d e r  f o r  a
23 com pany t o  c h a r g e  a f f o r d a b l e  r a t e s  f o r  t h e  r e s t  o f  i t s  s e r v i c e s
24 i n  r u r a l  a r e a s .  And t h e r e  a r e  two — a t  l e a s t  tw o t y p i c a l
25 k in d s  o f  i m p l i c i t  s u b s i d i e s  t h a t  e x i s t  t h r o u g h o u t  r u r a l  A l a s k a .



1 One i s  c a l l e d  t h e  b u s / r e s  s u b s i d y ,  t h a t ' s  b u s i n e s s  t o
2 r e s i d e n t i a l  and t h e  s e c o n d  i s  c a l l e d  g e o g r a p h i c  r a t e  a v e r a g i n g
3 w h ic h  i s  a l s o  r e f e r r e d  t o  a s  p o s t a g e  stam p  r a t e s .
4 I n  r u r a l  A l a s k a  i t  h a s  b e e n  t h e  p o l i c y  o f  t h i s  C o m m issio n
5 and t h e  APUC s i n c e  t h e  b e g i n n i n g  o f  t im e , b u s i n e s s  r a t e s  a r e
6 h i g h e r  t h a n  r e s i d e n t i a l  r a t e s  i n  a g i v e n  a r e a  e v e n  th o u g h  i t
7 may c o s t  t h e  r u r a l  com pany l a r g e l y  t h e  same t o  p r o v i d e  t h e
8 s e r v i c e .  I n  o t h e r  w o r d s , i n  a n y  g i v e n  a r e a  i t  may c o s t  t h e
9 r u r a l  com pany t h e  same am ount t o  p r o v i d e  b a s i c  t e le p h o n e
10 s e r v i c e  t o  a b u s i n e s s  a s  t o  a r e s i d e n t i a l  s u b s c r i b e r ,  b u t  i n
11 o r d e r  t o  p ro m o te  U n i v e r s a l  S e r v i c e  b u s i n e s s e s  p a y  s i g n i f i c a n t l y
12 m o re .
13 The same i s  t r u e  o f  g e o g r a p h i c  r a t e  a v e r a g i n g .  T h a t  i s  i n
14 an a r e a  f o r  a r u r a l  t e le p h o n e  com pany s u c h  a s  I n t e r i o r
15 T e le p h o n e  C om pany, t h e r e  a r e  some c o m m u n itie s  t h a t  a r e  much
16 l e s s  e x p e n s i v e  t o  s e r v e  t h a n  o t h e r s .  B u t I n t e r i o r  h a s  p o s t a g e
17 stam p  r a t e s ,  t h a t  i s  i t s  r a t e s  a r e  t h e  same t h r o u g h o u t  t h e
18 s e r v i c e  — t h r o u g h o u t  t h e  s t u d y  a r e a ,  t h e y  a r e  g e o g r a p h i c a l l y
19 a v e r a g e d  s o  t h a t  t h e  r a c e s  i n  t h e  m o st e x p e n s i v e  p a r t  o f  i t s
20 s e r v i c e  a r e a  a r e  a f f o r d a b l e .
21 Now t h a t  s i g n i f i c a n t  c o m p e t i t i o n  i s  a b o u t  t o  t a k e  o f f
22 r u r a l  c o m p a n ie s  h a v e  t o  h a v e  t h e  o p p o r t u n i t y  t o  d e t e r m in e
23 w h e th e r and b y  how much t h e y  n e e d  t o  r e b a l a n c e  t h e i r  r a t e s
24 p r i o r  t o  t h e  s t a r t  o f  c o m p e t i t i o n ,  m e a n in g  re m o ve  t h o s e
25 i m p l i c i t  s u b s i d i e s  and c h a n g e  t h e i r  r a t e  s t r u c t u r e .  Now you



1 m ig h t s a y  o r  yo u  m ig h t b e t h i n k i n g  why h a v e n 't  t h e  r u r a l
2 c o m p a n ie s  don e t h i s  t o  d a t e  and t h e  a n s w e r i s  i t  w o u ld  h a v e
3 b een  a w a s te  o f  r e s o u r c e s  and yo u  w o u l d n 't  h a v e  w a n te d  u s t o .
4 And i h  t h e  a b s e n c e  o f  c o m p e t i t i o n  t h e r e ' s  no r e a s o n  t o  a s k
5 t h e  s m a l l e s t  r u r a l  c o m p a n ie s  i n  t h e  s t a t e  t o  s p e n d  t h e  v e r y
6 s i g n i f i c a n t  am ount o f  r e s o u r c e s  t h a t  w i l l  be r e q u i r e d  an d i s
7 r e q u i r e d  t o  r e b a l a n c e  r a t e s  an d t h e r e ' s  no n e e d  t o  h a ve
8 p o t e n t i a l l y  d r a m a t i c  c h a n g e s  i n  r a t e s  i f  i t ' s  n o t  n e c e s s a r y  and
9 i f  i t ' s  n o t  im p o r t a n t .  B u t o n c e  c o m p e t i t i o n  com es t o  a r u r a l
10 a r e a  t h o s e  i m p l i c i t  s u b s i d i e s  h a v e  t o  b e re m o v e d .
11 And I ' d  l i k e  t o  n o t e  t h a t  t h e  F C C 's  1997 U n i v e r s a l  S e r v i c e
12 R e p o r t  an d  O r d e r  a d d r e s s e d  t h i s  i s s u e  an d  e n d o r s e d  th e
13 c o n t i n u a t i o n  o f  i m p l i c i t  s u b s i d i e s  i n  r a t e s  u n t i l  t h e r e  was
14 a c t u a l  c o m p e t i t i o n  b e c a u s e  i m p l i c i t  s u b s i d i e s  h a v e  lo n g  s e r v e d
15 t h e  g o a l s  o f  U n i v e r s a l  S e r v i c e .  And I 'm  r e l y i n g  on p a r a g r a p h s
16 17 and 19 i n  p a r t i c u l a r  o f  t h e  May 1997 U n i v e r s a l  S e r v i c e
17 R e p o r t  an d  O r d e r  f o r  t h o s e  p r i n c i p l e s .  H o w e v e r, i f  a c t u a l
18 s i g n i f i c a n t  c o m p e t i t i o n  i s  a b o u t t o  t a k e  p l a c e  i n  r u r a l  A l a s k a
19 t h e s e  i m p l i c i t  s u b s i d i e s  h a v e  t o  be rem o ve d  and t h e  c o m p a n ie s
20 n eed  an o p p o r t u n i t y  t o  a d d r e s s  t h i s  i s s u e .  And o u r  r u l e s
21 p r o v i d e  t h e  o p p o r t u n i t y  f o r  a r u r a l  com pany t o  do j u s t  t h a t  i n
22 a r e a s o n a b l e  t im e  fra m e  t h a t  d o e s  n o t  u n n e c e s s a r i l y  s lo w  down
23 t h e  ETC a p p l i c a n t .
24 T h an k  you  and I ' d  l i k e  t o  now t u r n  o u r  p r e s e n t a t i o n  o v e r
25 t o  Mr. D i l l e n .



1 HEARING EXAMINER OLSON: T h an k  y o u . M r. D i l l e n ?
2 MR. DILLEN -i— T h a n k  yo u  v e r y  m uch. My p o r t i o n  o f  t h e
3 p r e s e n t a t i o n  w i l l  d e a l  w it h  t h e  s t r u c t u r e  o f  an d  t h e  p o l i c i e s
4 b e h in d  t h e  R u r a l  C o a l i t i o n ' s  p r o p o s e d  r u l e s .  And a t  t h e  end
5 I ' d  l i k e  t o  r e s p o n d  t o  some o f  t h e  s p e c i f i c  i s s u e s  r a i s e d  b y
6 o t h e r  co m m e n to rs w it h  r e g a r d  t o  t h e  R u r a l  C o a l i t i o n ' s  p r o p o s e d
7 r u l e s  i n  t h i s  p r o c e e d i n g .
8 So f i r s t  w it h  r e g a r d  t o  t h e  s t r u c t u r e  an d  t h e  p o l i c i e s .
9 The r u l e s  — t h e  p r o p o s e d  r u l e s  o f  t h e  R u r a l  C o a l i t i o n  c a n  be
10 b ro k e n  down t o  a b o u t  t h r e e  m a jo r  s e c t i o n s ,  t h e  f i r s t  b e in g  t h e
11 am endm ents an d  m o d i f i c a t i o n s  t o  t h e  e x i s t i n g  l o c a l  c o m p e t i t i o n
12 r u l e s .  The s e c o n d  b e in g  new ETC r u l e s  and a s  p a r t  o f  t h o s e  I
13 w o u ld  n o t e  t h a t  t h o s e  r u l e s  e n c o m p a ss t h e  a c t i o n s  t h a t  an
14 in c u m b e n t L E C  m u st t a k e  upon e n t r y  o f  a new ETC i n  a r u r a l
15 a r e a .  And t h i r d ,  t h e  d e p r e c i a t i o n  r e g u l a t i o n s  w h ic h  t h e  R u r a l
16 C o a l i t i o n  f i l e d  a s  p a r t  o f  i t s  r e p l y  co m m en ts. And I ' l l  t a k e
17 them  i n  t h e  o r d e r  I ' v e  j u s t  d e s c r i b e d  th em .
18 Th e am endm ents t o  t h e  e x i s t i n g  l o c a l  c o m p e t i t i o n
19 r e g u l a t i o n s .  I n  r e s p o n s e  t o  t h e  l e g i s l a t i v e  p o l i c y  num ber 4 ,
20 t h e  R u r a l  C o a l i t i o n ' s  d r a f t e d  a d e f i n i t i o n  o f  a c o m p e t i t i v e
21 s e r v i c e  a r e a  t h a t  i n c o r p o r a t e s  t h e  v a r i o u s  t y p e s  o f  c o m p e t i t i o n
22 t h a t  a r e  o c c u r r i n g  t h r o u g h o u t  A l a s k a .  T h i s  d e f i n i t i o n  o f  a
23 c o m p e t i t i v e  s e r v i c e  a r e a  i s  among t h e  m o st im p o r t a n t
24 m o d i f i c a t i o n s  t h a t  h a v e  b e e n  made t o  t h e  l o c a l  c o m p e t i t i o n
25 r u l e s  f o r  a t  l e a s t  tw o r e a s o n s .



1 I t  a p p l i e s  t o  a l l  o f  A l a s k a ,  n o t j u s t  A n c h o r a g e  a s  t h e
2 c u r r e n t  r u l e s  d o , b u t  s e c o n d l y ,  i t  a l s o  r e c o g n i z e s  t h e  fo r m s  o f
3 c o m p e t it io n  m o st r e l e v a n t  t o  r u r a l  a r e a s  an d  a s  Ms. Graham e h a s
4 e x p l a i n e d ,  t h a t ' s  t h e  e n t r y  o f  s t a n d  a lo n e  w i r e l e s s  n e t w o rk s
5 t h r o u g h  e l i g i b l e  t e le c o m m u n ic a t io n s  c a r r i e r  d e s i g n a t i o n .
6 The d e f i n i t i o n  o f  a c o m p e t i t i v e  s e r v i c e  a r e a  i s  a l s o  im p o r t a n t
7 b e c a u s e  u n d e r HB 111 t h e  l e g i s l a t i v e  p o l i c i e s ,  t h e  e x i s t e n c e  o f
8 a c o m p e t i t i v e  s e r v i c e  a r e a  b eco m es t h e  t r i g g e r  f o r  e q u a l i z a t i o n
9 o f  r a t e  f l e x i b i l i t y  and r e g u l a t o r y  p a r i t y .
10 So t h e  r e m a in d e r  o f  t h e  R u r a l  C o a l i t i o n ' s  m o d i f i c a t i o n s  t o
11 t h e  l o c a l  c o m p e t it io n  r e g u l a t i o n s  th e n  a r e  t o  i n s u r e  t h a t  o n c e
12 a c o m p e t i t i v e  s e r v i c e  a r e a  e x i s t s  t h e  r a t e  f l e x i b i l i t y  an d  t h e
13 r e g u l a t o r y  p a r i t y  r e q u i r e d  b y  p o l i c i e s ,  s p e c i f i c a l l y  6 and 8 o f
14 HB 1 1 1 , ca n  b e r e a l i z e d  f o r  a l l  c o m p e tin g  c a r r i e r s  an d a l l
15 a p p r o p r i a t e  c i r c u m s t a n c e s .
16 And y o u ' l l  n o t e  t h a t  s i n c e  t h e  c o m p e t i t i v e  s e r v i c e  a r e a
17 now b ecom es t h e  t r i g g e r  f o r  a d d i t i o n a l  r a t e  f l e x i b i l i t y  and
18 r e g u l a t o r y  p a r i t y  c o n c e p t s  s u c h  a s  m a rk e t p o w e r an d  d o m in a n ce
19 becom e l e s s  r e l e v a n t .  I t ' s  no l o n g e r  r e q u i r e d ,  i f  i t  e v e r  w a s ,
20 t o  d i s t i n g u i s h  b e tw e e n  d o m in a n t and n o n -d o m in a n t c a r r i e r s  i n  a
21 r u r a l  s e r v i c e  a r e a  and a s  a r e s u l t  t h e  R u r a l  C o a l i t i o n  h a s
22 rem oved  a l l  r e f e r e n c e  t o  d o m in a n ce  t h r o u g h o u t  t h e  l o c a l
23 c o m p e t it io n  r e g u l a t i o n s .
24 I ' d  l i k e  t o  t u r n  now t o  t h e  ETC s p e c i f i c  r u l e s ,  t h e  s e c o n d
25 s o r t  o f  s u b s e t .  I t ' s  c l e a r  t h a t  t h e  c o m p e t i t i o n ,  th e



1 c o m p e t i t i v e  e n t r y  i n t o  r u r a l  a r e a s  o f  A l a s k a  i s  o c c u r r i n g  b y
2 t h e  d e s i g n a t i o n  o f  a s e c o n d  E T C . T h i s  i s  an  a c t u a l '  t y p e  o f
3 c o m p e t i t i o n  t h a t ' s  o c c u r r i n g  now an d  u n d e r HB 111 t h e n  t h i s
4 b ecom es t h e  t y p e  o f  c o m p e t it io n  t h a t  h a s  t o  t r i g g e r  t h e
5 r e g u l a t o r y  p a r i t y  an d t h e  e q u a l i z a t i o n  o f  r a t e  f l e x i b i l i t y .
6 Now my d i s c u s s i o n  t o d a y  on r h e  ETC s p e c i f i c  r e g u l a t i o n s  i s
7 l a r g e l y  in fo r m e d  b y  t h i s  C o m m is s io n 's  o r d e r  l a s t  F r i d a y  i n  t h e
8 A la s k a  D i g i t e l  p r o c e e d i n g  w h ere t h e  C o m m issio n  g r a n t e d  ETC
9 d e s i g n a t i o n  t o  A l a s k a  D i g i t e l .  I n  t h a t  o r d e r  t h e  C o m m issio n
10 r e i t e r a t e d  i t s  p o s i t i o n  t h a t  i t  in t e n d e d  t o  move f o r w a r d  on a
11 c a s e  b y  c a s e  b a s i s  w it h  r e s p e c t  t o  ETC p e t i t i o n s .  The a d o p t io n
12 o f  t h e  R u r a l  C o a l i t i o n ' s  p ro p o s e d  r u l e s  i s  n o t  i n c o n s i s t e n t
13 w it h  t h a t  a p p r o a c h .
14 The R u r a l  C o a l i t i o n  a g r e e s  t h a t  e a c h  ETC p e t i t i o n  m ust
15 s t a n d  an d  f a l l  on i t s  own m e r i t s .  The R u r a l  C o a l i t i o n ' s
16 p ro p o s e d  r u l e s  a r e  n o t t r y i n g  t o  c r e a t e  a p e r m it  b y  r u l e  o r  a
17 c h e c k  t h e  b ox f o r m a t  o r  t o  s o r t  o f  g e n e r i c s i z e  (ph) t h e
18 p r o c e s s .  The R u r a l  C o a l i t i o n  r e a l i z e s  t h a t  an ETC e n t r y  w i l l
19 h a v e  s p e c i f i c  an d  u n iq u e  im p a c t s  i n  d i f f e r e n t  s e r v i c e  a r e a s .
20 B u t w hat t h e  R u r a l  C o a l i t i o n ' s  ETC r u l e s  do i s  p r o v i d e  a
21 s t r u c t u r e ,  a p r e d i c t a b l e  p r o c e s s  b y  w h ic h  a l l  t h e  im p a c t e d
22 p a r t i e s ,  t h a t  b e in g  t h e  p e t i t i o n e r ,  t h e  C o m m is s io n e r  — t h e
23 C o m m issio n  and t h e  in c u m b e n t r u r a l  LEC  c a n  r e s p o n d  t o  an  ETC
24 a p p l i c a t i o n  i n  a p r e d i c t a b l e ,  c o n s i s t e n t  an d  o r g a n i z e d  f a s h i o n .



1 A s Ms. G raham e h a s  d i s c u s s e d ,  i t  i s  a b s o l u t e l y  c r i t i c a l
2 t h a t  t h e  r u r a l  in c u m b e n t LEC  upon s u b m i t t a l  o f  an ETC
3 a p p l i c a t i o n  be p e r m i t t e d  t h e  t im e  t o  r e b a l a n c e  i t s  r a t e s
4 t h r o u g h  re m o v a l o f  i m p l i c i t  s u b s i d i e s  an d t h r o u g h  g e o g r a p h ic
5 d e a v e r a g i n g .  T h i s  i s  im p o r t a n t  f o r  a t  l e a s t  two r e a s o n s ,  one
6 so  t h a t  t h e  r e m o v a l o f  i m p l i c i t  s u b s i d i e s  an d  t h e  r e b a l a n c i n g
7 o f  r a t e s  ca n  b e — and t h e  im p a c t  o f  t h o s e  r e m o v a ls  on t h e
8 co n su m e r r a t e s  c a n  be a s s e s s e d  a s  p a r t  o f  t h e  ETC a p p l i c a t i o n
9 p r o c e s s .  And s e c o n d ly  t o  p r o v i d e  t h e  r u r a l  in c u m b e n t LEC  w it h
10 t h e  t o o l s  t o  co m p e te s o  t h e  b e n e f i t s  — t h e  c o m p e t i t i v e
11 b e n e f i t s  o f  a s e c o n d  ETC i n  t h e  r u r a l  a r e a ,  i f  a n y  e x i s t ,  c a n
12 a c t u a l l y  be r e a l i z e d .
13 Now, I ' d  l i k e  t o  t u r n  now t o  t h e  d e p r e c i a t i o n  s e c t i o n  o f
14 t h e  R u r a l  C o a l i t i o n ' s  p r o p o s e d  r u l e s .  T h e s e  w e re  d r a f t e d  i n
15 r e s p o n s e  t o  l e g i s l a t i v e  p o l i c y  num ber 5 , t h e y  i n c o r p o r a t e  t h e
16 c o n c e p t  o f  a c t u a l  l i f e ,  b u t  i n  a d d i t i o n  t h e y  a l s o  a t t e m p t  t o
17 s t r e a m l i n e  t h e  d e p r e c i a t i o n  p r o c e s s .  A l l  p a r t i e s  seem  t o  a g r e e
18 t h a t  some fo rm  o f  p r e a p p r o v e d  d e p r e c i a t i o n  r a t e s  c o u ld  be
19 v a l u a b l e .  The R u r a l  C o a l i t i o n  p r o p o s e s  t h r o u g h  i t s  p r o p o s e d
20 r u l e s  t h a t  t h e  C o m m issio n  a d o p t a p r e a p p r o v e d  d e p r e c i a t i o n  r a t e
21 t a b l e .
22 A s t h e  s t a r t i n g  p o i n t  t h e  R u r a l  C o a l i t i o n  w o u ld  s u g g e s t
23 th e  FCC t a b l e  on t e le c o m m u n ic a t io n s  a c c o u n t s  w it h  some m in o r
24 m o d i f i c a t i o n s  i n  some o f  t h e  a c c o u n t s  i n  l i g h t  o f  A l a s k a
25 s p e c i f i c  c o n d i t i o n s  an d  I  j u s t  n o t e  some o f  them  t h a t  may be



1 r e l e v a n t  t o  m o d if y , f o r  e x a m p le , m o to r v e h i c l e s ,  c e n t r a l  o f f i c e
2 s w i t c h i n g - a n d  o u t s i d e  p l a n t .  I n  a d d i t i o n ,  t h e - R u r a l  C o a l i t i o n
3 w o u ld  s u g g e s t  t h e  a d d i t i o n  o f  o ne a c c o u n t  w h ic h  i s  c u r r e n t l y
4 o m it t e d  fro m  t h e  FCC t a b l e  w h ic h  i s  t h a t  o f  b u i l d i n g s .  B u t i n
5 g e n e r a l  t h i s  a d o p t io n  o f  a p r e a p p r o v e d  r a t e  t a b l e  w i l l
6 d r a m a t i c a l l y  s t r e a m l i n e  t h e  d e p r e c i a t i o n  p r o c e s s .
7 F o r  t h o s e  c o m p a n ie s  t h a t  w o u ld  l i k e  t o  p r o p o s e  a r a t e
8 o u t s i d e  o f  t h e  p r e a p p r o v e d  t a b l e ,  t h a t  c a r r i e r  t h e n  w o u ld
9 p r o c e e d  t h r o u g h  t h e  s t a n d a r d  p r o c e s s  o f  f i l i n g  a d e p r e c i a t i o n
10 r a t e  s t u d y  f o r  C o m m issio n  a p p r o v a l .  And i n  o r d e r  t o  a m e l i o r a t e
11 some o f  t h e  p ro b le m s  a s s o c i a t e d  w it h  t h e  t im e  l a g  o f  t h a t
12 a p p r o v a l ,  t h e  p r o p o s e d  r u l e s  i n c o r p o r a t e  t h e  c o n c e p t  o f  i n t e r i m
13 b o o k in g  s u b j e c t  t o  t r u e  up upon f i n a l  C o m m issio n  d e c i s i o n  s i n c e
14 t h e r e  c a n  be a s u b s t a n t i a l  d e l a y  i n  t h e  t im e  b e tw e e n  when t h o s e
15 s t u d i e s  a r e  f i l e d  and when a d e c i s i o n  i s  a c t u a l l y  made upon i t .
16 W e l l ,  t h a t ' s  t h e  o u t l i n e  o f  t h e  R u r a l  C o a l i t i o n ' s  p r o p o s e d
17 r u l e s .  I ' d  l i k e  t o  r e s p o n d  now t o  j u s t  a few  o f  t h e  com m ents
18 t h a t  w e re  r e c e i v e d  on t h e  R u r a l  C o a l i t i o n ' s  p r o p o s e d  r u l e s  b y
19 o t h e r  p a r t i e s .  A C S, G C I an d  D obson C e l l u l a r  a l l  f i l e d  com m ents
20 on t h e  R u r a l  C o a l i t i o n ' s  p r o p o s e d  r u l e s .  A C S ' com m ents w e re
21 g e n e r a l l y  f a v o r a b l e ,  b u t b o th  G C I an d  Dobson C e l l u l a r  r a i s e d
22 some i s s u e s  w h ic h  I ' d  l i k e  t o  a d d r e s s .
23 A p o i n t  b y  p o i n t  r e b u t t a l  o f  e v e r y  i s s u e  i s  i m p o s s i b l e  due
24 t o  t im e  c o n s t r a i n t s  t o d a y , we w o u ld  b e  p l e a s e d  t o  r e s p o n d  t o
25 a n y  l i n g e r i n g  c o n c e r n s  t h e  C o m m is s io n  h a s  a f t e r  th e



I  p r e s e n t a t i o n s  t o d a y  t h r o u g h  q u e s t i o n  and a n s w e r to m o rro w  o r  
-2  e v e n  b y  w r i t t e n  r e s p o n s e  i f  t h a t ' s  an a v e n u e  t h e  C o m m issio n "

3 w o u ld  l i k e  t o  p u r s u e .  B u t j u s t  t o  h i t  a few  o f  t h e
4 h i g h l i g h t s , '  b o th  G CI an d  Dobson s u g g e s t  t h a t  t h e  ETC p o r t i o n  o f
5 t h e  R u r a l  C o a l i t i o n  r e g s  h a v e  no p l a c e  i n  t h i s  p r o c e e d i n g .
6 D o b so n , a t  p a r a g r a p h  6 o f  i t s  r e p l y  com m ents s u g g e s t  t h a t  t h i s
7 d o c k e t  i s  somehow l i m i t e d  t o  l a n d l i n e  c o m p e t i t i o n .  N o t h in ?  i n
8 HB 111 l i m i t s  t h i s  d o c k e t  t o  l a n d l i n e  c o m p e t i t i o n , i n  f a c t ,
9 q u i t e  t h e  o p p o s i t e  i s  t r u e .  The p o l i c i e s  w ere g e n e r a l l y
10 f o r m u la t e d  t o  c o v e r  a h a r d  lo o k  a t  a l l  t h e  r e g u l a t i o n s  c o v e r i n g
I I  c o m p e t i t i o n  i n  t e le c o m m u n ic a t io n s  w h ic h  c l e a r l y  c a n  i n c l u d e
12 w i r e l e s s  an d  w i r e l i n e  in t e r m o d a l  (ph) c o m p e t i t i o n  w h ic h  i s  t h e
13 a c t u a l  c o m p e t i t i o n  w h ic h  i s  o c c u r r i n g  i n  r u r a l  A l a s k a .  ETC
14 r e g u l a t i o n s  a r e  r e q u i r e d  an d t h e y ' r e  r e q u i r e d  a s  p a r t  o f  t h i s
15 d o c k e t .
16 G C I r a i s e s  some s p e c i f i c  com m ents w it h  r e s p e c t  t o  —
17 w e l l ,  i t  r a i s e s  some l e g a l  p r o p o s i t i o n s  an d  t h e n  s u g g e s t s
18 somehow t h a t  t h e  R u r a l  C o a l i t i o n ' s  r u l e s  a r e  n o t  c o n s i s t e n t
19 w it h  t h o s e  l e g a l  p r o p o s i t i o n s .  W e l l ,  t h e  R u r a l  C o a l i t i o n
20 a g r e e s  w it h  some o f  t h e  p r o p o s i t i o n s  G CI p u t s  f o r w a r d ,  w hat i t
21 d i s a g r e e s  w it h  h e a r t i l y  i s  t h a t  a n y  o f  i t s  r e g u l a t i o n s  a r e  n o t
22 i n  a c c o r d  w it h  t h o s e  p r o p o s i t i o n s .  F o r  e x a m p le , G C I s u g g e s t s
23 t h a t  t h e  R u r a l  C o a l i t i o n ' s  p r o p o s e d  r u l e s  d o n 't  r e c o g n i z e  t h e
24 f a c t  t h a t  t h e  in c u m b e n t m u st r e m a in  t h e  c a r r i e r  o f  l a s t  r e s o r t ,
25 b u t a c l o s e  r e a d i n g  o f  t h e  r u l e s ,  an a p p r o p r i a t e  r e a d i n g  I



1 w o u ld  s a y ,  show s q u i t e  t h e  o p p o s i t e  i s  t r u e .
2 A t  5 3 .2 9 0 ( b )  t h e  R u r a l  C o a l i t i o n  e x p l i c i t l y  s t a t e s  t h a t
3 t h e  in c u m b e n t r e m a in s  t h e  c a r r i e r  o f  l a s t  r e s o r t .  T h i s  i s  an
4 e x a m p le  o f  a common e r r o r ,  t r y i n g  t o  c r e a t e  i n c o n s i s t e n c y  w h e re
5 s im p ly  n on e e x i s t s  an d we j u s t  s u g g e s t  a c l o s e  r e a d i n g  o f  some
6 o f  t h e s e  t o  a m e l i o r a t e  a n y  r e m a in in g  c o n c e r n s .
7 D o b s o n 's  r a i s e d  a num ber o f  a rg u m e n ts  s u g g e s t i n g  t h a t  t h e
8 R u r a l  C o a l i t i o n ' s  p r o p o s e d  r u l e s  somehow ru n  a f o u l  o f  t h e
9 T e le c o m m u n ic a t io n s  A c t  o r  FCC p r e c e d e n t .  And e a c h  an d e v e r y
10 on e o f  t h e s e  a rg u m e n ts  i s  s i m p l y  i n c o r r e c t .  T h e r e ' s  no l e g a l
11 im p e d im e n t t o  t h i s  C o m m is s io n  a d o p t in g  t h e  R u r a l  C o a l i t i o n ' s
12 p r o p o s e d  r u l e s  a s  d r a f t e d .
13 A g a i n , a p o i n t  b y  p o i n t  i s n ' t  p o s s i b l e  t o  go t h r o u g h  i n
14 t h e  t im e  a l l o w e d , b u t  I  j u s t  — f o u r  — some h i g h l i g h t s .  We —
15 I  w o u ld  a s k  t h a t  t h e  C o m m is s io n  a p p r o a c h  D o b s o n 's  co m m en ts,
16 r e p l y  co m m en ts, w it h  some s k e p t i c i s m .  One o f  t h e  m a jo r
17 p r e m is e s  u n d e r l y i n g  D o b s o n 's  com m ents i s  t h a t  t h i s  C o m m issio n
18 l a c k s  t h e  a u t h o r i t y  t o  im p o s e  a d d i t i o n a l  c o n d i t i o n s  on an ETC
19 a p p l i c a n t  i n  a d d i t i o n  t o  t h o s e  f e d e r a l l y  m a n d a te d  ETC
20 r e q u ir e m e n t s .  Dobson e v e n  q u o t e s  a s  a u t h o r i t y  f o r  t h i s
21 p r o p o s i t i o n  t h e  U n i v e r s a l  S e r v i c e  o r d e r ,  p a r a g r a p h  135
22 s p e c i f i c a l l y .
23 Th e C o m m issio n  d o e s , o f  c o u r s e ,  h a v e  t h e  a u t h o r i t y  t o
24 im p o se  a d d i t i o n a l  c o n d i t i o n s  a s  i t ' s  r e c o g n i z e d  m o st r e c e n t l y
25 l a s t  F r i d a y  i n  t h e  A l a s k a  D i g i t e l  o r d e r .  I n  f a c t ,  t h e  e x a c t



1 a u t h o r i t y  r e l i e d  upon b y  Dobson t o  s u p p o r t  i t s  c o n t e n t i o n  w as
2 e x p l i c i t l y  o v e r t u r n e d  b y  t h e  F i f t h  C i r c u i t  i n  1 9 9 9 , t h i s  was
3 t h e  T e x a s  O f f i c e  o f  P u b l i c  U t i l i t i e s  C o u n c i l  c a s e  w h ic h  t h i s
4 C o m m issio n  a l s o  r e f e r e n c e d  i n  i t s  o r d e r  l a s t  F r i d a y  i n  A l a s k a
5 D i g i t e l .  I  w o u ld  n o t e  t h a t ' s  a t  183 F .  3 r d  393 an d  I  p o i n t  t h e
6 C o m m is s io n 's  a t t e n t i o n  t o  p a g e  418 w h ere t h e  c o u r t  h ad
7 o v e r t u r n e d  t h a t  s p e c i f i c  la n g u a g e  c i t e d  fro m  t h e  U n i v e r s a l
8 S e r v i c e  o r d e r  i n  D o b s o n 's  co m m en ts.
9 O th e r a u t h o r i t y  r e l i e d  upon b y  D obson i s  a l s o  s u s p e c t ,  I
10 m ean, t h e  RCC h o l d i n g s  d e c i s i o n  an d t h e  C e l l u l a r  S o u th
11 l i c e n s i n g  d e c i s i o n  a r e  c u r r e n t l y  on a p p e a l  t o  t h e  c o m m is s io n
12 an d t h e r e f o r e  n o n f i n a l  fro m  a s t a n d p o i n t  o f  j u d i c i a l  r e v i e w .
13 B u t t h e  b o d y  o f  D o b s o n 's  t e x t  i s  a l i s t  o f  t y p e s  o f
14 i n f o r m a t i o n  r e q u e s t e d  fro m  an ETC a p p l i c a n t  t o  w h ic h  i t
15 o b j e c t s .  S u ch  i n f o r m a t i o n  i n c l u d e s  t h e  e x p l a n a t i o n  o f
16 a g r e e m e n ts  t h e  c a r r i e r  h a s  w it h  lo n g  d i s t a n c e  c a r r i e r s ,  a
17 d e s c r i p t i o n  o f  u n s e r v e d  a r e a s  t h e  a p p l i c a n t  i n t e n d s  t o  s e r v e
18 and a b u i l d  o u t  p la n  o f  how i t  m ig h t  g e t  t h e r e .  And t o  t h e
19 e x t e n t  t h a t  t h e  p e t i t i o n e r  s u g g e s t s  t h a t  i t  c a n  p r o v i d e
20 a d v a n c e d  s e r v i c e s  t h r o u g h o u t  a n e t w o rk  t o  a l l  r e q u e s t i n g
21 c u s t o m e r s , an e x p l a n a t i o n  a s  t o  w h e th e r  t h o s e  s e r v i c e s  w i l l
22 a c t u a l l y  be p r o v i d e d  a t  a r e a s o n a b l e  c o s t .
23 A g a i n ,  t h e s e  a r e  a l l  c l e a r l y  p e r m i s s i b l e  i n f o r m a t i o n
24 r e q u e s t s  o f  an  ETC p e t i t i o n e r ,  i n  f a c t ,  t h i s  C o m m issio n  h a s
25 r e q u e s t e d  a l l  o f  t h e s e  t y p e s  o f  i n f o r m a t i o n  fro m  an ETC



1 a p p l i c a n t  i n  th e  A l a s k a  D i g i t e l  m a t t e r .  And I  w o u ld  p o i n t  t h e
2 C o m m is s io n 's  a t t e n t i o n  t o  t h e i r  o r d e r  i n  U - 0 2 - 3 9 , O rd e r N o. 5 ,
3 much o f  w h ic h  — much o f  t h e  it e m s  l i s t e d  i n  t h e  R u r a l
4 C o a l i t i o n ' s  p r o p o s e d  r u l e s  a r e  s im p ly  c o d i f i c a t i o n s  o f  t h e
5 i n f o r m a t i o n  r e q u e s t e d  i n  t h a t  o r d e r .  T h i s  i s  o n e m ore e x a m p le
6 o f  how r e g u l a t i o n s ,  s t r u c t u r a l  r e g u l a t i o n s ,  may b e b e n e f i c i a l
7 p u t t i n g  a l l  p a r t i e s  on n o t i c e ,  t h e  n e x t  p e t i t i o n e r  f o r  e x a m p le ,
8 o f  w hat t y p e s  o f  i n f o r m a t i o n  may be r e q u i r e d  b y  t h i s
9 C o m m is s io n .
10 W ith  t h a t  I  w i l l  c e d e  t h e  f l o o r  b a c k  t o  Ms. G rah am e.
11 MS. GRAHAME: T h an k  you  v e r y  m uch.
12 HEARING EXAMINER OLSON: D oes t h a t  c o m p le t e  t h e  R u r a l
13 C o a l i t i o n ' s  co m m en ts, o r a l  p r e s e n t a t i o n ?
14 MS. GRAHAME: T h a t  d o e s ,  a lt h o u g h  t o  t h e  e x t e n t  t h a t  t h e
15 C o m m issio n  h a s  q u e s t i o n s  t h a t  s h o u ld  be a d d r e s s e d  t o  Mr.
16 H onchen p a r t i c u l a r l y  a s  r e l a t e d  t o  d e p r e c i a t i o n ,  Mr. H onchen i s
17 a v a i l a b l e  t o d a y  an d  w i l l  n o t  b e a v a i l a b l e  to m o rro w .
18 HEARING EXAMINER OLSON: O k a y . T h an k  you an d  w e ' l l  keep
19 t h a t  i n  m in d . A l a s k a  T e le p h o n e  i s  r e s e r v e d  u n t i l  t h i s
20 a f t e r n o o n  s o ,  M r. S a u p e , d i d  yo u  w is h  t o  p u t some o r a l  com m ents
21 o f  — on t h i s  m o r n in g  an d  t h e n  r e s e r v e  M r. M i l l e r  t h i s
22 a f t e r n o o n ?
23 MR. SA U PE: Y e s ,  p l e a s e .
24 HEARING EXAMINER OLSON: O k a y.
25 MR. SA U PE: Good m o r n in g , C o m m is s io n e r s , H e a r in g  E x a m in e r



1 O ls o n . A s I  m e n t io n e d , A l a s c o m 's  com m ents w i l l  be p r e s e n t e d  i n
2 tw o p a r t s ,  f i r s t  I ' l l  s p e a k  t h i s  m o r n i n g - b r i e f l y  a b o u t
3 A l a s c o m 's  t h r e e  p r o p o s a l s  f o r  im p le m e n t a t io n  o f  t h e
4 L e g i s l a t u r e ' s  p r i n c i p l e s  an d  p o l i c i e s  i n  t h e  i n t r a s t a t e  lo n g
5 d i s t a n c e  m a rk e t an d  th e n  t h i s  a f t e r n o o n  M r. D a v id  M i l l e r  o f
6 AT&T w i l l  s p e a k  b r i e f l y  a b o u t t h e  p r i c i n g  an d  r e s a l e  i s s u e s  i n
7 t h e  l o c a l  e x c h a n g e  m a r k e t . B e tw een  t h e  tw o o f  u s we hope t o
8 t a k e  c o n s i d e r a b l y  l e s s  t h a n  t h e  40 m in u t e s  a l l o t t e d  t o  u s .
9 Tom orrow  Mr. M i l l e r ,  Ms. C a t l i n  an d  I  w i l l  a l l  be a v a i l a b l e  t o
10 a n sw e r C o m m issio n  q u e s t i o n s .
11 Th e f i r s t  i s s u e  I ' d  l i k e  t o  d i s c u s s  i s  t h e  d e t e r m i n a t i o n
12 o f  d o m in a n ce  an d  n o n -d o m in a n c e  i n  t h e  lo n g  d i s t a n c e  m a r k e t .
13 L e g i s l a t i v e  p o l i c y  num ber 2 m akes c l e a r  t h a t  t h e  f a c t  o f
14 in c u m b e n c y  i s  i r r e l e v a n t  t o  t h e  C o m m is s io n 's  d e t e r m i n a t i o n  o f
15 w h e th e r an IX C  i s  d o m in a n t o r  n o n -d o m in a n t . The c u r r e n t
16 r e g u l a t i o n  h o w e v e r, 5 2 .3 6 3 ( b )  d i r e c t l y  c o n f l i c t s  w it h  t h a t
17 p o l i c y  and n e e d s  t o  c h a n g e . The d e b a t e  i n  t h e  w r i t t e n  com m ents
18 i s  o v e r  how b e s t  t o  c h a n g e  i t .
19 I n  o u r  w r i t t e n  com m ents w e 'v e  p r o p o s e d  a new r e g u l a t i o n  t o
20 g u id e  t h e  C o m m issio n  i n  i t s  d o m in a n c e , n o n -d o m in a n c e
21 d e t e r m i n a t i o n .  We t o o k  a s  a s t a r t i n g  p o i n t  G C I 's  p r o p o s a l
22 w h ich  we t h o u g h t  w as h e a d e d  m ore o r  l e s s  i n  t h e  r i g h t  d i r e c t i o n
23 and we r e v i s e d  i t  t o  m ore a c c u r a t e l y  r e f l e c t  t h e  a n a l y t i c a l
24 m odel t h a t  t h e  FCC h a s  u s e d  i n  i t s  d o m in a n c e  — i t s  d e c i s i o n
25 t h a t  AT&T C o r p o r a t i o n  a n d  AT&T A la s c o m  a r e  no l o n g e r  d o m in a n t



1 i n  t h e  i n t e r s t a t e  m a r k e t  w it h  on e m in o r e x c e p t i o n  and m ore
2 r e c e n t l y  t o  d e t e r m in e  t h a t  t h e  r e g i o n a l “ B e l l  o p e r a t i n g
3 c o m p a n ie s  s h o u ld  n o t  b e r e g u l a t e d  a s  d o m in a n t c a r r i e s  when t h e y
4 e n t e r e d  t h e  i n t e r s t a t e  lo n g  d i s t a n c e  m a r k e t .
5 A s i s  o f t e n  t h e  c a s e  h o w e v e r , we b e l i e v e  t h a t  G C I 's
6 a p p r o a c h  l a c k s  s u b t l e t y  an d n u a n c e  and s o  we u n d e r t o o k  t o
7 im p ro v e  upon i t ,  w e 'v e  made s e v e r a l  im p ro v e m e n ts  t o  t h e i r
8 p r o p o s a l .  O ur d r a f t  r e g u l a t i o n  ca n  be fo u n d  a t  p a g e  10 o f  o u r
9 r e p l y  co m m en ts, I ' d  e n c o u r a g e  t h e  C o m m is s io n e r s  t o  r e a d  a lo n g
10 w it h  t h e  d r a f t  la n g u a g e  w h i le  I  e x p l a i n  t h e  c h a n g e s  we m ade.
11 F i r s t ,  we r e v e r s e d  t h e  p r e s u m p t io n  i n  3 6 3 ( c )  t h a t  t h e
12 in c u m b e n t r e m a in s  d o m in a n t u n t i l  p r o v e n  o t h e r w i s e  w h ic h  we
13 b e l i e v e  c o n f l i c t s  w it h  p o l i c y  num ber 2 .  U n d er o u r  p r o p o s a l  t h e
14 C o m m issio n  w o u ld  h a v e  180 d a y s  t o  d e t e r m in e  w h e th e r an y
15 e x i s t i n g  lo n g  d i s t a n c e  c a r r i e r  s h o u ld  be d e s i g n a t e d  a s
16 d o m in a n t.
17 The s e c o n d  im p o r t a n t  c h a n g e  we made was t o  e x p l i c i t l y
18 m e n tio n  im p o r t a n t  f a c t o r s  t h a t  c o n s t r a i n  m a rk e t p o w e r, t h e
19 e x e r c i s e  o f  m a rk e t p o w e r s u c h  a s  g e o g r a p h i c  r a t e  a v e r a g i n g  and
20 e x i s t e n c e  o f  p r i c e  c a p s .  I t  s h o u ld  be o b v io u s  t o  e v e r y o n e  t h a t
21 g e o g r a p h i c  r a t e  a v e r a g i n g  e f f e c t i v e l y  p r e v e n t s  a c a r r i e r  fro m
22 s u c c e s s f u l l y  r a i s i n g  i t s  p r i c e s  i n  a n y  r e g i o n a l  s u b m a rk e t w h e re
23 i t  m ig h t  o t h e r w i s e  h a v e  m a rk e t p o w e r b e c a u s e  i f  i t  d o e s  so i t ! s
24 g o in g  t o  l o s e  m a rk e t s h a r e  i n  t h e  b r o a d e r  m a rk e t and t h e  h i g h e r
25 d e n s i t y  u rb a n  a r e a s .  A n o t h e r  c o n s t r a i n t  on t h e  e x e r c i s e  o f



1 m a rk e t p o w er c a n  be r a t e  c a p s ,  e i t h e r  v o l u n t a r y  o r  i n v o l u n t a r y .
2 A ny d o m in a n t c a r r i e r  a n a l y s i s  i n  o u r  v ie w  m u st t a k e  t h e s e
3 f a c t o r s  i n t o  a c c o u n t  and t h a t ' s  why we b e l i e v e  t h e y  n e e d  t o  b e
4 m e n tio n e d  E x p l i c i t l y  i n  t h e  r e g u l a t i o n .
5 A n o t h e r  a d d i t i o n  A la s c o m  made t o  t h e  d o m in a n ce  r e g u l a t i o n
6 i s  c o n s i d e r a t i o n  o f  t h e  c a p a b i l i t i e s  o f  t h e  c o m p e t i t o r s ,  n o t
7 j u s t  t h e i r  num ber and p r e s e n c e .  The r e a s o n  f o r  t h i s  c h a n g e
8 seem s o b v io u s  t o  u s ,  i t ' s  m ore d i f f i c u l t  t o  e x e r c i s e  m a rk e t
9 p ow er i f  y o u r  c o m p e t i t o r  i s  f i n a n c i a l l y  s t r o n g  en o u gh  t o  b u i l d
10 i t s  own f a c i l i t i e s  o r  h a s  o t h e r  m a r k e t  s t r e n g t h s  s u c h  a s  o t h e r
11 p r o d u c t  l i n e s  t h a t  ca n  b e o f f e r e d  i n  a b u n d le d  p a c k a g e  o f
12 s e r v i c e s  f o r  e x a m p le . So we w o u ld  a d v o c a t e  i n c l u s i o n  i n  t h e
13 r e g  o f  t h e  c o n s i d e r a t i o n  o f  t h e  c o m p e t i t o r 's  c a p a b i l i t i e s .
14 The n e x t  c h a n g e  we recom m end t o  t h e  G C I d r a f t  i s  r e f e r e n c e
15 t o  b a r r i e r s  t o  e n t e r i n g  t h e  i n t e r e x c h a n g e  m a rk e t  a s  a w h o le .
16 The lo n g  d i s t a n c e  m a rk e t i n  A l a s k a  i s  s t a t e w i d e ,  t o d a y  t h e r e
17 a r e  no l o n g e r  a n y  l e g a l  b a r r i e r s  t o  e n t r y  b y  o t h e r  c a r r i e r s
18 e v e n  i n  t h e  h i g h e s t  c o s t ,  lo w e s t  d e n s i t y  m a r k e t s  t h a t  A la s c o m
19 s e r v e s .  The l i f t i n g  b y  t h e  FCC j u s t  t h i s  m onth o r  l a s t  m onth
20 i n  A u g u s t  o f  i t s  B u sh  f a c i l i t i e s  r e s t r i c t i o n  i s  c e r t a i n l y  a
21 f a c t o r  t h a t  t h e  C o m m issio n  s h o u ld  c o n s i d e r  i n  a n y  — t h i s
22 C o m m issio n  s h o u ld  c o n s i d e r  i n  a n y  d o m in a n ce  a n a l y s i s  t h a t  i t
23 c o n d u c t s .
24 A s o r i g i n a l l y  p r o p o s e d  t h e  G C I d r a f t  r e g u l a t i o n  c o u ld  h a v e
25 c a u s e d  a c a r r i e r  w it h  a s i n g l e  s o - c a l l e d  b o t t l e n e c k  f a c i l i t y



1 l o c a t e d  o u t i n  an i s o l a t e d  a r e a  t o  be d e s i g n a t e d  d o m in a n t
2 s t a t e w i d e  j u s t  b y  v i r t u e  o f  t h a t  one f a c i l i t y .  'A la s c o m  a d d e d
3 t o  i t s  d r a f t  r e g  t h e  r e q u ir e m e n t  t h a t  b o t t l e n e c k  f a c i l i t y  i n
4 o r d e r  t o  be a f a c t o r  i n  t h e  m a rk e t p o w er a n a l y s i s  m u st be
5 s i g n i f i c a n t  o r  s u b s t a n t i a l .
6 C o n s i s t e n t  w it h  t h a t  i d e a  o u r  d r a f t  e l i m i n a t e s  t h e
7 p re s u m p t io n  i n  t h e  i n i t i a l  G CI p r o p o s a l  t h a t  a s i n g l e
8 b o t t l e n e c k  f a c i l i t y  s h o u ld  r e n d e r  a c a r r i e r  d o m in a n t. T h a t
9 w o u ld  be d i r e c t l y  c o n t r a r y  t o  t h e  a p p r o a c h  t h e  FCC h a s  t a k e n  i n
10 i t s  d o m in a n ce  a n a l y s e s  an d  we d o n 't  b e l i e v e  t h e r e ' s  a n y  l e g a l
11 o r  e c o n o m ic  p o l i c y  b a s i s  t o  i n c l u d e  s u c h  an a l l  o r  n o t h in g
12 c o n c e p t  i n  t h i s  C o m m is s io n 's  r e g u l a t i o n s .
13 F i n a l l y ,  when we r e a d  t h e  F C C 's  d o m in a n ce  o r d e r s  — when
14 we r e a d  them  i t  becam e c l e a r  t o  u s t h a t  t h e  FCC e x p l i c i t l y
15 t a k e s  i n t o  a c c o u n t  t h e  c o s t s  t h e  d o m in a n ce  r e g u l a t i o n  im p o s e s
16 on t h e  d o m in a n t c a r r i e r  an d i t  w e ig h s  t h o s e  c o s t s  a g a i n s t  t h e
17 p u r p o r t e d  b e n e f i t s .  A la s c o m  s t r o n g l y  u r g e s  t h i s  C o m m issio n  t o
18 i n c o r p o r a t e  d i r e c t  r e f e r e n c e  i n  i t s  r e g u l a t i o n ,  a n y  r e g u l a t i o n
19 t h a t  i t  a d o p t s ,  t o  a c o s t  b e n e f i t  a n a l y s i s  when m a k in g  i t s
20 d o m in a n ce  d e t e r m i n a t i o n s .
21 We t h i n k  t h i s  i s  a r e a s o n a b l e ,  common s e n s e  i d e a  t h a t
22 f r a n k l y  we w o u ld  e x p e c t  you  t o  a p p l y  i n  a n y  e v e n t ,  b u t
23 i n c l u d i n g  i t  e x p r e s s l y  i n  t h e  r e g  m akes s u r e  t h a t  i t  w o n 't  be
24 o v e r lo o k e d  an d  i t  g u a r a n t e e s  a c a r r i e r ' s  r i g h t  t o  p r e s e n t
25 e v id e n c e  on t h e  s u b j e c t  o f  t h e  c o s t  t h a t  d o m in a n ce  r e g u l a t i o n



1 im p o s e s  on i t .
2 ~  To su m m a riz e  t h i s  i s s u e  we b e l i e v e  t h a t  o u r  p r o p o s e d
3 d o m in a n ce  r e g u l a t i o n  i s  t h e  b e s t  way f o r  t h i s  C o m m issio n  t o
4 im p le m e n t l e g i s l a t i v e  p o l i c y  num ber 2 . I t ' s  c o n s i s t e n t  w it h
5 t h e  F C C 's  a p p r o a c h  i n  t h e  i n t e r s t a t e  j u r i s d i c t i o n  and i t
6 c o m p o rts  w e l l  w it h  t h e  l e g i s l a t i v e  p r i n c i p l e s  o f  f a i r  t r e a t m e n t
7 o f  a l l  c a r r i e r s  an d  i n  p a r t i c u l a r  e l i m i n a t i o n  o f  u n f a i r
8 c o m p e t i t i v e  d is a d v a n t a g e s  im p o se d  on in c u m b e n t c a r r i e r s  s u c h  a s
9 AT&T A la s c o m .
10 A t  t h i s  p o i n t  I ' d  l i k e  t o  t u r n  t o  tw o o t h e r  p r o p o s a l s  t h a t
11 we h a v e  made t o  b r i n g  t h e  IX C  r e g u l a t i o n s  m ore i n t o  l i n e  w it h
12 t h e  l e g i s l a t i v e  p r i n c i p l e s  an d  p o l i c i e s  t h a t  w e re  l i s t e d  i n  t h e
13 n o t i c e  o f  i n q u i r y .
14 The f i r s t  p r o p o s a l  i s  one t h a t  w e 'v e  made b e f o r e  an d  t h a t
15 i s  im p le m e n t a t io n  o f  A l a s k a  s t a t u t e  4 2 .0 5 .8 4 0  w h ic h  e x p r e s s l y
16 a u t h o r i z e s  t h e  RCA t o  c r e a t e  a U n i v e r s a l  S e r v i c e  fu n d  q u o t e , t o
17 be u s e d  t o  i n s u r e  t h e  p r o v i s i o n  o f  lo n g  d i s t a n c e  t e le p h o n e
18 s e r v i c e  a t  r e a s o n a b l e  r a t e s  t h r o u g h o u t  t h e  s t a t e ,  end q u o t e .
19 T h is  s t a t u t e  w as e n a c t e d  a p p r o x im a t e l y  10 y e a r s  ag o  an d  no
20 a c t i o n  h a s  e v e r  b e e n  t a k e n  t o  f o l l o w  t h r o u g h  on i t .
21 P r i o r  C o m m is s io n s  t h r o u g h  t h e i r  i n a c t i o n  h a v e  b e e n  c o n t e n t
22 t o  a l l o w  A la s c o m  t o  s e r v e  a s  t h e  de f a c t o  B u sh  s u b s i d y  s o u r c e .
23 We b e l i e v e  i t ' s  lo n g  p a s t  t h e  t im e  when o t h e r  p a r t i e s  s h o u ld  be
24 a s k e d  t o  c o n t r i b u t e  t h e i r  f a i r  s h a r e  t h r o u g h  a c o m p e t i t i v e l y
25 n e u t r a l  f u n d in g  m e ch a n ism  t h a t  w o u ld  s u p p o r t  f a c i l i t i e s  b a s e d



1 B u sh  lo n g  d i s t a n c e  s e r v i c e .
2 G C I 's  r e p l y  com m ents s t a t e  t h a t  o u r  p r o p o s e d  B u sh  s u p p o r t
3 fu n d  i s n ' t  s u p p o r t e d  b y  a n y  o f  t h e  n in e  l e g i s l a t i v e  p o l i c i e s
4 an d  s h o u l d n 't  b e c o n s i d e r e d  a t  t h i s  t im e . We r e s p e c t f u l l y
5 d i s a g r e e .  The p r o p o s a l  i s  s u p p o r t e d  a s  d i r e c t l y  a s  i t  c o u ld  b e
6 b y  an e x i s t i n g  s t a t u t e ,  t h e  one I  q u o t e d , s e c t i o n  840 o f  4 2 . 0 5 .
7 I t ' s  a l s o  d i r e c t l y  s u p p o r t e d  b y  a num ber o f  t h e  l e g i s l a t i v e
8 p o l i c y  — o r  p r i n c i p l e s  t h a t  a r e  l i s t e d  i n  t h e  NOI and
9 s p e c i f i c a l l y  among o t h e r s  I ' d  d i r e c t  you t o  num ber 3 w h ic h  s a y s
10 t h e  in c u m b e n t c a r r i e r  may n o t  be p l a c e d  a t  an u n f a i r
11 c o m p e t i t i v e  d is a d v a n t a g e .  Number 5 s a y s  t h e  c o m p e t i t i o n  among
12 t e le c o m  c o m p a n ie s  s h o u ld  be e n c o u r a g e d . Number 6 s a y s  t h e
13 d e v e lo p m e n t o f  a m odern t e le c o m m u n ic a t io n s  i n f r a s t r u c t u r e  i n
14 t h e  s t a t e  s h a l l  be e n c o u r a g e d . We t h i n k  t h a t  a B u sh  lo n g
15 d i s t a n c e  s u b s i d y  m e ch a n ism  w o u ld  h e lp  t o  p ro m o te  e a c h  an d  e v e r y
16 one o f  t h e s e  g o a l s .
17 A s s t a t e d  i n  o u r  r e p l y  com m ents w e 'd  be s a t i s f i e d  i f  one
18 r e s u l t  o f  t h i s  d o c k e t  w e re  an o r d e r  fro m  t h e  C o m m issio n  c l e a r l y
19 s t a t i n g  i t s  i n t e n t i o n  t o  c r e a t e  s u c h  a fu n d  a s  p a r t  o f  t h e
20 A l a s k a  U n i v e r s a l  S e r v i c e  f u n d , d e s c r i b i n g  t h e  g o a l  o f  t h e  fu n d
21 and d i r e c t i n g  t h e  i n d u s t r y  a n d / o r  t h e  C o m m issio n  S t a f f  t o
22 c o n v e n e  an i n d u s t r y  w o rk sh o p  t o  d e v e lo p  a w o r k a b le  p r o p o s a l
23 w i t h i n  a s p e c i f i e d  d e a d l i n e  t o  im p le m e n t s e c t i o n  8 4 0 .
24 B e f o r e  c o n c l u d i n g  my p o r t i o n  o f  t h e  p r e s e n t a t i o n  t h e r e ' s
25 one f i n a l  lo n g  d i s t a n c e  i s s u e  I ' d  l i k e  t o  d i s c u s s  an d  t h a t  i s



1 t h e  s h a r i n g  o f  c a r r i e r  o f  l a s t  r e s o r t  o b l i g a t i o n s  i n  t h e  B u s h .
2 T h i s  i s s u e  i s  c l o s e l y  l i n k e d  t o  t h e r B u s h  s u b s i d y  c o n c e p t  I  j u s t
3 d e s c r i b e d  an d  i t ' s  a c t u a l l y  s u p p o r t e d  b y  t h e  sam e l e g i s l a t i v e
4 p r i n c i p l e s .  R i g h t  now t h e  r e g u l a t i o n s  p r o v i d e  a t  5 2 .3 9 0 ( c )
5 t h a t  q u o t e , a d o m in a n t c a r r i e r  i s  r e s p o n s i b l e  f o r  p r o v i d i n g
6 i n t r a s t a t e  in t e r e x c h a n g e  t e le p h o n e  s e r v i c e  a s  t h e  c a r r i e r  o f
7 l a s t  r e s o r t .  T h u s a s  t h e  in c u m b e n t A la s c o m  i s  a u t o m a t i c a l l y
8 d o m in a n t an d  a s  a d o m in a n t c a r r i e r  i t  i s  a u t o m a t i c a l l y  t h e
9 c a r r i e r  o f  l a s t  r e s o r t .  We d o n 't  b e l i e v e  t h a t  t h i s
10 i n f l e x i b l e  l i n k a g e  m akes a n y  s e n s e  13 y e a r s  a f t e r  t h e  a d v e n t  o f
11 i n t r a s t a t e  lo n g  d i s t a n c e  c o m p e t i t i o n .  More i m p o r t a n t l y  we
12 b e l i e v e  t h a t  t h e  c o m p e t i t i v e  b u rd e n  t h e s e  r e g u l a t i o n s  p l a c e  on
13 t h e  in c u m b e n t i s  d i r e c t l y  c o n t r a d i c t e d  b y  l e g i s l a t i v e  p o l i c y
14 num ber 2 an d  t h e  v a r i o u s  p r i n c i p l e s  I  q u o te d  a m in u te  a g o .
15 G C I s u g g e s t s  i n  i t s  r e p l y  com m ents t h a t  a lt h o u g h  i t  may
16 n o t  be o p p o s e d  t o  a s h a r i n g  o f  COLR r e s p o n s i b i l i t i e s ,  t h e  i s s u e
17 s h o u ld  n o t  b e c o n s i d e r e d  i n  t h i s  d o c k e t .  I  g u e s s  o u r  q u e s t i o n
18 i s  when an d w h e re  s h o u ld  i t  be a d d r e s s e d ,  i t ' s  n o t  b e in g
19 c o n s i d e r e d  i n  a n y  o t h e r  d o c k e t .  A c c o r d in g  t o  t h e  n o t i c e  o f
20 i n q u i r y  t h i s  d o c k e t  i s  s u p p o s e d  t o  be a t h o r o u g h  r e v ie w  o f  a l l
21 r u l e s  an d  r e g u l a t i o n s  g o v e r n i n g  c o m p e t i t i o n  i n
22 t e le c o m m u n ic a t io n s .  I t  seem s l i k e  now i s  t h e  t im e .
23 The d o m in a n ce  r e g u l a t i o n  an d  t h e  COLR r e g u l a t i o n  a r e  b o th
24 a n a c h r o n is m s  t h a t  c o n f l i c t  w it h  t h e  L e g i s l a t u r e ' s  p o l i c i e s  and
25 p r i n c i p l e s .  I t  seem s t o  u s  t h a t  t h i s  i s s u e  m u st be c o n s i d e r e d ,



1 i f  n o t i n  t h i s  d o c k e t  i n  a f o l l o w  up d o c k e t ,  p e r h a p s  t h e  same
2 one t h a t - I  j u s t  d e s c r i b e d  t h a t  w o u ld  c o n s i d e r  t h e  B u sh  s u p p o r t
3 m e c h a n ism . I  t h i n k  t h e  tw o i s s u e s  a r e  s u f f i c i e n t l y  r e l a t e d
4 t h a t  t h e y  c o u ld  b e  c o n s i d e r e d  t o g e t h e r  i n  a f o l l o w  up d o c k e t .
5 O t h e r w is e  o u r  f e a r  i s  t h a t  m ore y e a r s  w i l l  g o  b y , n o t h in g
6 i s  g o in g  t o  b e d o n e , w e ' l l  c o n t i n u e  t o  s h o u l d e r  t h e  c o s t s  o f
7 b e in g  t h e  o n l y  c a r r i e r  o f  l a s t  r e s o r t ,  G C I w i l l  c o n t i n u e  t o
8 e n j o y  t h e  c o m p e t i t i v e  a d v a n t a g e  o f  u n e q u a l C o m m is s io n
9 r e g u l a t i o n  o f  i t s  p r i n c i p a l  c o m p e t i t o r .  We d o n 't  t h i n k  t h a t ' s
10 a go od  w ay t o  e n c o u r a g e  f a c i l i t i e s  c o n s t r u c t i o n  o r  im p ro v e
11 s e r v i c e  t h r o u g h o u t  t h e  s t a t e .
12 So t o  s u m m a riz e  o u r  p o s i t i o n  on t h e  lo n g  d i s t a n c e  m a rk e t
13 i s s u e s ,  we b e l i e v e  t h a t  l e g i s l a t i v e  p o l i c y  num ber 2 r e q u i r e s
14 m o d i f i c a t i o n  o f  t h e  tw o e x i s t i n g  r e g s  t h a t  a u t o m a t i c a l l y  l i n k
15 d o m in a n ce  s t a t u s  an d  c a r r i e r  o f  l a s t  r e s o r t  s t a t u s  t o
16 in c u m b e n c y . A f t e r  13 y e a r s  o f  v i g o r o u s  an d  v e r y  s u c c e s s f u l
17 c o m p e t i t i o n  — a n d  w e 'v e  l a i d  o u t  some o f  t h e  f a c t s  i n  o u r
18 com m ents n o t  n e c e s s a r i l y  t o  a r g u e  t h e  m e r i t s ,  b u t t o  p u t  o u r
19 com m ents i n  c o n t e x t ,  b u t  a f t e r  a l l  t h o s e  y e a r s  o f  s u c c e s s f u l
20 c o m p e t i t i o n  we t h i n k  t h a t  in c u m b e n c y  i s  now a m e a n in g le s s
21 c o n c e p t  i n  t h e  lo n g  d i s t a n c e  m a r k e t  an d i t  s h o u ld  b e e x p u n g e d
22 fro m  t h e  r e g u l a t i o n s .
23 Th e L e g i s l a t u r e ' s  p r i n c i p l e s  an d  p o l i c i e s  r e q u i r e  t h e
24 c r e a t i o n  o f  a new schem e o f  lo n g  d i s t a n c e  r e g s  t h a t  t r e a t
25 c o m p e t i t o r s  f a i r l y  an d  e q u a l l y  an d  t h a t  t h e  r e g s  s h o u ld  a l s o



1 e n c o u r a g e  r a t h e r  t h a n  d i s c o u r a g e  new in v e s t m e n t  i n  lo n g
2 d i s t a n c e  f a c i l i t i e s  t h r o u g h o u t  A l a s k a .
3 Th ank y o u . T h a t  c o n c lu d e s  my lo n g  d i s t a n c e  p o r t i o n  o f
4 A l a s c o m 's  p r e s e n t a t i o n .  A s I  m e n tio n e d  t h i s  a f t e r n o o n  Mr.
5 D a v id  M i l l e r  w i l l  be a v a i l a b l e  t o  p r o v i d e  o u r  com m ents on t h e
6 l o c a l  m a rk e t i s s u e s .  T h an k  y o u .
7 • HEARING EXAMINER OLSON: Mr. J a c k s o n ,  you g o o d  t o  g o ?
8 MR. JACKSON: Y e s .  I 'm  p r o b a b l y  g o in g  t o  t a k e  my f u l l  40
9 m in u t e s , c o u ld  we h a v e  f i v e  m in u t e s  b e f o r e  I  g e t  s t a r t e d ?
10 HEARING EXAMINER OLSON: You b e t .  L e t ' s  t a k e  1 0 . O k a y.
11 L e t ' s  come b a c k  a t  r i g h t  a ro u n d  1 0 :3 0 , t h a t ' l l  g i v e  u s p l e n t y
12 o f  t im e .
13 (O ff  r e c o r d  -  1 0 :1 7  a .m .)
14 2260
15 (Tape c h a n g e )
16 T a p e 2
17 0015
18 (On R e c o r d  -  1 0 :3 0  a .m .)
19 HEARING EXAMINER OLSON: O kay, S u z i e .
20 COURT REPO RTER: W e 'r e  b a c k  on r e c o r d ,  an d  i f  you w o u ld
21 c h e c k  t h e  p e o p le  on l i n e ?
22 HEARING EXAMINER OLSON: You b e t .
23 COURT REPO RTER: T h an k  y o u .
24 HEARING EXAMINER OLSON: Ms. B rin k m a n n ?
25 MS. BRINKMANN: Y e s ,  h e r e .
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1 HEARING EXAMINER OLSON: O k a y. M r. L i n d g r e n ,  a r e  you
2 t h e r e ?  •• ~
3 MR. LIN DGREN: Y e s ,  I  am.
4 HEARING EXAMINER OLSON: And M r. S h e l a n s k i  l e f t .  I  h e a rd
5 t h e  l i t t l e  b e e p  fro m  t h e  o p e r a t o r .  A n d , Mr. A y o t t e ,  a r e  you
6 t h e r e ?
7 MR. A YO TTE: Y e s ,  s i r .
8 HEARING EXAMINER OLSON: O k a y . T h an k  y o u . W e 'r e  g o in g  t o
9 go f o r w a r d  now w it h  Mr. J a c k s o n .
10 MR. JACKSO N : T h an k  y o u . I ' d  l i k e  t o  b e g i n  b y  c o n f e s s i n g
11 t h a t  I  u s e d  t o  t h i n k  t h a t  I  w r i t e  f a i r l y  c l e a r l y ,  n o t  w it h  a n y
12 s u b t l e t y ,  b u t  w it h  some c l a r i t y ,  b u t  a f t e r  r e a d i n g  t h e  r e p l y
13 com m ents i n  t h i s  m a t t e r ,  I  r e c o g n i z e  t h a t  j u s t  n o t  b e t r u e ,
14 b e c a u s e  t o  a v e r y  g r e a t  e x t e n t  w h at I  r e a d  o t h e r  p e o p le  s a y i n g
15 a b o u t o u r  com m ents d i f f e r e d  s u b s t a n t i a l l y  fr.im  w hat I  had
16 in t e n d e d  t o  w r i t e .  So w hat I  w o u ld  l i k e  t o  do t o d a y  i s  t o  t a k e
17 some t im e  t o  go t h r o u g h  o u r  p r o p o s a l s  r e g a r d i n g  e a c h  p o l i c y  and
18 e x p l a i n  w h at we p r o p o s e d .
19 I n  d o in g  s o ,  I ' d  l i k e  t o  e x p l a i n  how o u r  p r o p o s e d  r u l e s
20 w i l l  o p e r a t e  a s  a w h o le  when co m b in e d  w it h  e x i s t i n g  r u l e s ,  and
21 c o n s i d e r i n g  a l l  t h e  c h a n g e s  b e c a u s e  I  t h i n k  a t  l e a s t  some o f
22 t h e  c o n f u s i o n  a b o u t w hat we p r o p o s e d  w as due t o  t h e  f a c t  t h a t
23 p e o p le  w e re  l o o k i n g  s o r t  o f  n a r r o w l y  a t  e a c h  i n d i v i d u a l
24 p r o p o s a l  w it h o u t  i. v o k in g  a t  t h e  e n t i r e  s e t  o f  r e g u l a t i o n s .
25 I ' l l  a l s o  t a k e  t im e  t o  a d d r e s s  t h e  com m ents o f  o t h e r



1 p a r t i e s  i n  r e f e r e n c e  t o  o u r  p r o p o s a l s ,  an d  t o  a d d r e s s  some o f
2 t h e i r  com m ents, an d  a l s o  so m e~ o f t h e i r  a f f i d a v i t s .  And I ' l l  do
3 t h i s  p r i m a r i l y  b y  g o in g  t h r o u g h  e a c h  o f  t h e  l e g i s l a t i v e
4 p o l i c i e s  i n d i v i d u a l l y .
5 B e f o r e  d o in g  t h a t ,  I  w ant t o  a d d r e s s  a g e n e r a l  c r i t i c i s m
6 t h a t  w as l e v i e d  b y  A C S , and t h a t  was t h e i r  s t a t e m e n t  t h a t  i n
7 t h i s  p r o c e e d i n g  we h a d  t a k e n  a s t e p  b a c k w a r d s  fro m  o u r  com m ents
8 a d v o c a t e d  e a r l i e r  i n  D o ck e t R - 0 2 - 0 6 .  I  w ent b a c k  and lo o k e d
9 and co m p are d  w h at we s a i d  i n  t h e  tw o p r o c e e d i n g s ,  and t h e  m a jo r
10 d i f f e r e n c e  t h a t  I  f i n d  i s  t h a t  i n  R - 0 2 - 0 6  we a r g u e d  t h a t  a
11 d o m in a n t c a r r i e r  w it h  l e s s  t h a n  65 p e r c e n t  m a rk e t  s h a r e  s h o u l d ,
12 n o n e t h e l e s s ,  h a v e  t a r i f f  t r e a t m e n t  e x a c t l y  l i k e  a n o n -d o m in a n t
13 c a r r i e r ,  w h i le  i n  t h i s  p r o c e e d in g  we p r o p o s e d  t h a t  a d o m in a n t
14 c a r r i e r  w it h  l e s s  t h a n  80 p e r c e n t  m a rk e t s h a r e  s h o u ld  h a v e  s u c h
15 t r e a t m e n t .  So t h a t  w as a s u b s t a n t i a l  m ovem ent t o w a r d s  g r e a t e r
16 r a t e  f l e x i b i l i t y  s o o n e r  th a n  we had p r o p o s e d  i n  R - 0 2 - 0 6 ,  an d  i t
17 i s  n o t  a s t e p  b a c k w a r d s , b u t i n  f a c t  a s t e p  q u i t e  f o r w a r d  i n
18 t e rm s  o f  g i v i n g  r a t e  f l e x i b i l i t y  s o o n e r .
19 Th e o t h e r  m a jo r  d i f f e r e n c e  b e tw e e n  t h e  tw o s e t s  o f
20 com m ents i s  t h a t  i n  R - 0 2 - 0 6  we p r o p o s e d  c a r r i e r  o f  l a s t  r e s o r t
21 s h a r i n g  r u l e s  t h a t  we d i d  n o t i n c l u d e  i n  t h i s  p r o c e e d i n g , b u t
22 w e 'v e  n o t  a b a n d o n e d  t h o s e  COLR r u l e s  i n  a n y  w a y . We s t i l l
23 s t a n d  b e h in d  th em . We j u s t  d i d  n o t r e p e a t  them  i n  t h i s
24 p r o c e e d i n g  b e c a u s e  t h e  C o m m issio n  a s k e d  u s  n o t  t o  r e p e a t  them
25 i n  t h i s  p r o c e e d i n g ,  b e c a u s e  t h e y 'd  a l r e a d y  b e e n  s t a t e d  t h e r e .



1 A s a l a s t  p o i n t  b e f o r e  p r o c e e d in g  t o  t h e  v a r i o u s
2 l e g i s l a t i v e  p o l i c i e s ,  I ' d  l i k e  t o  p r o p o s e  some s t a n d a r d  o r  some
3 q u e s t i o n s  t h a t  t h e  C o m m issio n  m ig h t a s k  a s  i t  c o n s i d e r s  t h e
4 p r o p o s a l s  o f  t h e  v a r i o u s  p a r t i e s .  A s t o  a n y  p r o p o s e d
5 r e g u l a t i o n ,  I  s u g g e s t  t h a t  you a s k  t h e  f o l l o w i n g  q u e s t i o n s  and
6 p u t  them  t o  t h e  f o l l o w i n g  t e s t .  I s  t h e  p r o p o s a l  c o n s i s t e n t
7 w it h  t h e  l e g i s l a t i v e  p o l i c y ?  I f  c o n s i s t e n t  w it h  t h e
8 l e g i s l a t i v e  p o l i c y ,  i s  t h e  p r o p o s a l  i n  t h e  p u b l i c  i n t e r e s t  and
9 i t  i s  t h e  — an d  i s  i t  t h e  b e s t  a l t e r n a t i v e  f o r  im p le m e n tin g
10 t h e  l e g i s l a t i v e  p o l i c y ?  A n d , t h i r d ,  i s  t h e  p r o p o s a l  c o n s i s t e n t
11 w it h  o t h e r  c o n t r o l l i n g  la w s ?
12 Now, t o  t h e  p o l i c i e s .  P o l i c y  num ber 1 i s  t h e r e  s h a l l  be
13 f a i r  p aym en t b y  a u s e r  c a r r i e r  f o r  u s e  o f  a n o t h e r  c a r r i e r ' s
14 e q u ip m e n t and f a c i l i t i e s ,  i n c l u d i n g  e x i s t i n g  an d  n e w ly
15 o n s t r u c t e d  e q u ip m e n t an d f a c i l i t i e s .  G C I 's  p o s i t i o n  on t h i s
16 i s s u e  i s  t h a t  t h e  C o m m issio n  s h o u ld  a d o p t  an d  e m b ra c e  UNE r a t e s
17 b a s e d  on t o t a l  e le m e n t l o n g - r u n  i n c r e m e n t a l  c o s t s ,  o r  T E L R I C .
18 And t h e r e  a r e  two in d e p e n d e n t  r e a s o n s  t h a t  yo u  s h o u ld

<■„19 e m b race  T E L R IC . The f i r s t  r e a s o n  i s  b e c a u s e  T E L R IC  i s  t h e
20 r i g h t  a n s w e r t o  t h e  q u e s t i o n  o f  w hat m e th o d o lo g y  i s  j u s t ,
21 r e a s o n a b l e  and f a i r  f o r  s e t t i n g  UNE r a t e s .  A s G CI d i s c u s s e d  a t
22 le n g t h  i n  o u r  i n i t i a l  co m m en ts, T E L R IC  i s  t h e  p r o p e r
23 m e th o d o lo g y  f o r  p r i c i n g  U N Es. I n d e e d , a l l  o f  t h e  b e n e f i t s  t h a t
24 a r e  a s s o c i a t e d  w it h  a c o m p e t i t i v e  m a rk e t  f lo w  fro m  p r i c i n g  UNEs
25 a t  T E L R IC  c o s t s .  I f  you d o n 't  u s e  T E L R IC , yo u  w o n 't  g e t  t h e



1 b e n e f i t s  t h e  c o m p e t i t i o n  i s  d e s i g n e d  t o  p r o d u c e .  The r e a s o n s
2 and t h e  e x p l a n a t i o n s  f o r  t h i s  w e re  s e t  o u t  i n  d e t a i l  i n  t h e
3 F C C 's  o r d e r  t h a t  a d o p te d  T E L R IC  p r i c i n g ,  an d  we s e t  o u t some o f
4 t h a t  d i s c u s s i o n  i n  o u r  i n i t i a l  co m m en ts. I  w o n 't  t a k e  t h e  t im e
5 t o  r e p e a t  i t  now.
6 Th e s e c o n d  r e a s o n  i s  t h a t  T E L R IC  f o r  UNEs i s  t h e  la w  o f
I  t h e  l a n d ,  an d i t  c a n n o t b e c h a n g e d  b y  A C S , t h e  L e g i s l a t u r e  o r
8 b y  r e g u l a t i o n s .  We com m ented — G C I com m ented b r i e f l y  on t h e
9 d e c i s i o n  i n  I l l i n o i s  w h e re  t h e  l e g i s l a t u r e  t r i e d  t o  m o d if y
10 T E L R IC . And AT&T d id  a v e r y  g o o d  i n  t h e i r  r e p l y  com m ents o f
I I  s h o w in g  how t h e  p r o p o s a l s  o f  ACS d i r e c t l y  c o n f l i c t  w it h  t h e
12 r u l i n g  i n  I l l i n o i s .  We a g r e e  c o m p le t e l y  A T & T 's  s p e c i f i c
13 a n a l y s i s  o f  A C S ' s p r o p o s a l s  r e g a r d i n g  T E L R IC  p r i c i n g ,  an d  we
14 a l s o  i n c l u d e  some s i m i l a r  a n a l y s i s .
15 ACS p o s e d  t h e  q u e s t i o n  o f  why a r e  s t a t e s  t a s k e d  w it h
16 s e t t i n g  i n t e r c o n n e c t i o n  r a t e s  i f  t h e y  m u st f o l l o w  t h e  FCC
17 r u l e s ,  b u t t h e  a n s w e r t o  t h a t  i s  q u i t e  s i m p l e .  E v e n  a f t e r  t h e
18 r u l e s  e x i s t ,  t h e r e ' s  l o t s  o f  w o rk  t o  b e d o n e t o  im p le m e n t t h e
19 r u l e s ,  an d  t h e  FCC p a s s e d  t h a t  j o b  on t o  y o u .
20 I t ' s  im p o r t a n t  t o  n o t e  t h a t  i n  d i s c u s s i n g  t h e  FCC T E L R IC
21 r u l e s ,  A C S 's  com m ents a r e  100 p e r c e n t  i n t e r n a l l y  i n c o n s i s t e n t .
22 I n  i t s  com m ents and r e p l y  co m m en ts, ACS s t a t e s  o v e r  and o v e r
23 a g a i n  t h a t  e x i s t i n g  FCC T E L R IC  r u l e s  c a n  p r o d u c e  UNE r a t e s  t h a t
24 a r e  f a i r  an d  t h a t  r e s o l v e  i t s  c o m p la in t s  a b o u t r a t e s  b e in g  t o o
25 lo w . B u t t h e n  i t  t u r n s  a ro u n d  an d  s a y s  t h a t  o u r  p r o p o s a l  t o



1 a d o p t t h e  FCC r u l e  on T E L R IC  i s  an a t t e m p t  t o  l o c k  i n  o n e  and
2 o n l y  one r e s u l t ,  w h ic h  i s  t h e  r e s u l t ~ o f  p a y in g  (ph) t h u s  f a r .
3 And I  w an t t o  c i t e  some o f  t h e i r  s p e c i f i c  co m m en ts.
4 Q u o te , t h e  C o m m issio n  h a s  am p le  d i s c r e t i o n  u n d e r e x i s t i n g
5 FCC T E L R IC  r u l e s  t o  r e s o l v e  t h e  UNE p r i c i n g  p r o b le m  t h a t  w e re
6 p r e s e n t e d  t o  t h e  A l a s k a  L e g i s l a t u r e  an d  a g a i n  t o  t h e  RCA.
7 T h a t 's  a t  r e p l y  o f  25 t o  2 6 .
8 T h e y  a l s o  s a y ,  FCC r u l e s  h a v e  n o t  f r e e d  u s  fro m  t h e
9 o u tco m e s t h a t  h a v e  b een  e x p e r i e n c e d , an d  t h e  FCC r u l e s  a l l o w
10 am p le d i s c r e t i o n  t o  m o d if y  p r i o r  d e c i s i o n s  on U N Es. P a g e  19 o f
11 i n i t i a l  co m m en ts.
12 R a t e s  ca n  be b o th  T E L R IC  c o m p lia n t  an d  f a i r .  P a g e  6 o f
13 i n i t i a l  com m en ts, p a g e  9 o f  r e p l y .
14 A n d , a d d i t i o n a l l y ,  UNE p a y m e n ts  t o o  lo w , b u t t h e
15 C o m m issio n  h a s  am p le d i s c r e t i o n  u n d e r  e x i s t i n g  T E L R IC  r u l e s  t o
16 c o r r e c t  t h e  p r o b le m .
17 B u t t h e n  on p a g e  9 o f  t h e  r e p l y ,  ACS s a y s  o u r  — G C I ' s
18 p r o p o s a l  t o  a d o p t t h e  FCC r u l e  on T E L R IC  i s  an a t t e m p t  t o  l o c k
19 i n  one an d  o n l y  on e r e s u l t ,  t h e  r e s u l t  o f  p a y in g  (ph) t h u s  f a r .
20 T h e s e  a r e  c o n t r a d i c t o r y  s t a t e m e n t s ,  an d  ACS c a n n o t  h a v e  i t
21 b o th  w a y s . I f  r a t e s  b a s e d  on T E L R IC  r u l e s  c a n  be b o th  f a i r  an d
22 T E L R IC  c o m p li a n t ,  th e n  o u r  p r o p o s e d  r u l e  w o u ld  do a b s o l u t e l y
23 n o t h in g  t o  s t o p  t h a t  r e s u l t  fro m  b e in g  a c h i e v e d .  And we
2 4  s u g g e s t  t h a t  yo u  make t h e  d e c i s i o n  t o  a c h i e v e  t h e  p r o p e r
25 T E L R IC - b a s e d  p r i c i n g  u s i n g  t h e  T E L R IC  r u l e s  i n  t h e  a r o i t r a t i o n
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I  p r o c e e d i n g s  t h a t  a r e  b e f o r e  y o u .
2- What ACS i s  a c t u a l l- y -  a t t e m p t in g  t o  do i s  t o  a d o p t
3 r e g u l a t i o n s  t h a t  a r e  a b s o l u t e l y  i n c o n s i s t e n t  w it h  T E L R IC . A s I
4 m e n tio n e d  b e f o r e ,  i t ’ s  c l e a r l y  shown b y AT&T i n  t h e i r  com m ents,
5 and a l s o  i n  o u r  co m m en ts. We do n o t  c l a i m  t h a t  t h e r e  i s  one
6 and o n l y  one T E L R IC  c o m p lia n t  r a t e .  T h e r e  i s  a r a n g e  w h ic h
7 w o u ld  be u p h e ld  a s  j u s t  an d  r e a s o n a b l e ,  b u t  i t  c a n n o t  b e b a s e d
8 on h i s t o r i c a l  and em bedded and n o n - e f f i c i e n t  s t a n d a r d s  t h a t  ACS
9 p r o p o s e s  and u r g e s  yo u  t o  a d o p t .
10 The s i t u a t i o n  i s  s i m i l a r  w it h  t h e  p r o p o s a l s  on f i l l
I I  f a c t o r s .  The p r o p o s e d  f i l l  f a c t o r s  m ust be i n  a c c o r d a n c e  w it h
12 t h e  FCC r e g u l a t i o n s .
13 P o l i c y  num ber 2 . I n  d e t e r m in in g  w h e th e r a c a r r i e r  i s  t h e
14 d o m in a n t c a r r i e r  f o r  t h e  p u r p o s e s  o f  s e t t i n g  c o n su m e r r a t e s ,  i t
15 i s  n o t  r e l e v a n t  t h a t  t h e  c a r r i e r  i n  a c o m p e t i t i v e  m a rk e t  i s  t h e
16 in c u m b e n t c a r r i e r .  Th e c o n t r a s t  i n  th e  p o s i t i o n s  o f  t h e
17 p a r t i e s  on t h e s e  tw o p o l i  — on t h e s e  p o l i  — t h i s  p o l i c y  i s
18 v e r y  s t a r k .  ACS an d  t h e  R u r a l  C o a l i t i o n  b o th  u r g e  you t h a t  i n
19 a c o m p e t i t i v e  m a r k e t , t h e  C o m m is s io n  s h o u ld  im m e d ia t e ly
20 e l i m i n a t e  d o m in a n t / n o n -d o m in a n t  r e g u l a t i o n .  On t h e  o t h e r  h a n d ,
21 t h e  p r o p o s a l s  o f  b o th  G C I an d AT&T p r o v i d e  m ore s im p ly  t h a t  a
22 d o m in a n t/ n o n -d o m in a n t  d i s t i n c t i o n  c a n  c o n t i n u e ,  b u t  t h e
23 C o m m is s io n  c a n n o t  c o n s i d e r  in c u m b e n c y  when i t  d e t e r m in e s
24 w h e t h e r  o r  n o t  a c a r r i e r  i s  d o m in a n t.
25 B o th  G CI an d  AT&T p r o p o s e  a l i s t  o f  c r i t e r i a  t h a t  s h o u ld
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1 b e e x a m in e d  t o  d e t e r m in e  i f  a c a r r i e r  h a s  m a r k e t  p o w e r , an d
2 t h o s e  c r i t e r i a  do n o t  i n c l u d e  in c u m b e n c y , w h ic h  i s  w hat t h e
3 L e g i s l a t u r e  r e q u i r e d  yo u  t o  d o . T h e p r o p o s a l  o f  G C I an d  AT&T
4 a r e ,  t h e r e f o r e ,  much c o n s i s t e n t  — much m ore c o n s i s t e n t  w it h
5 t h e  l e g i s l a t i v e  la n g u a g e  t h a n  i s  t h e  p r o p o s a l  o f  ACS an d  t h e
6 r u r a l  c o a l i t i o n .
7 The L e g i s l a t u r e  c o u ld  e a s i l y  h a v e  s t a t e d  t h a t  no c a r r i e r
8 w o u ld  b e t r e a t e d  a s  d o m in a n t i n  a c o m p e t i t i v e  m a r k e t , an d  t h a t
9 w o u ld  h a v e  b e e n  c o n s i s t e n t  w it h  t h e i r  p r o p o s a l s ,  b u t  t h a t ' s  n o t
10 w hat t h e  L e g i s l a t u r e  s a i d .  T h e y  j u s t  s a i d ,  d o n 't  c o n s i d e r
11 in c u m b e n c y  when y o u  make y o u r  m a rk e t  p o w e r d e c i s i o n .  N e i t h e r
12 o u r p r o p o s a l s  n o r  A T & T 's  i n c l u d e  in c u m b e n c y .
13 I t ' s  i n t e r e s t i n g  t o  n o t e  h e r e  t h a t  A T & T 's  i n t e r e s t  a r e
14 p r e t t y  much t h e  sam e a s  A C S 's .  L i k e  A C S, AT&T i s  now
15 c o n s i d e r e d  d o m in a n t, an d  i t  w a n ts  t h a t  t o  c h a n g e . So t h e  f a c t
16 t h a t  AT&T s t i l l  s u p p o r t s  a m a rk e t  p o w e r a n a l y s i s  i s  o f  some
17 im p o r t a n c e  t o  y o u r  c o n s i d e r a t i o n .
18 T h e r e  w as some am ount o f  comment r e g a r d i n g  t h e  s p e c i f i c
19 c r i t e r i a  w h ic h  we p r o p o s e d , a n d  t h a t  comment com es p r i m a r i l y
20 fro m  AT&T an d A C S . I ' l l  a d d r e s s  t h a t  b r i e f l y ,  b u t  t h e r e ' s  n o t
21 enough t im e  t o  go i n t o  a l l  t h e  d e t a i l s .  I  t h i n k  t h e  s p e c i f i c
22 c r i t e r i a  c a n  g e t  m ore comment i n  ro u n d  tw o when you a c t u a l l y
23 p r o p o s e  r e g u l a t i o n s  a f t e r  y o u 'v e  made t h e  c a l l  on w h e th e r  t o  go
24 w it h  t h e  g e n e r a l  a p p r o a c h  recom m ended b y  G C I and A T& T, o r
25 w h e th e r t o  go w it h  t h e  a p p r o a c h  recom m ended b y  t h e  R u r a l
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I  C o a l i t i o n  and A C S.
-2  A s t o  t h e  AT&T com m en ts, we- a g r e e  w it h  some o f  t h e i r

3 m o d i f i c a t i o n s  t o  t h e  c r i t e r i a  t h a t  we p r o p o s e d . T h e y  s a i d  i n
4 t h e i r  com m ents and a g a i n  t o d a y  t h a t  v e  h ad  r.o t rem o ve d  t h e
5 p re s u m p t io n  t h a t  th e  in c u m b e n t w as d o m in a n t. And I  d i d n ' t
6 u n d e r s t a n d  t h a t  com m ent. We in t e n d e d  t o  rem ove t h a t .  I  t a l k e d
7 t o  Mr. Sau p e a l i t t l e  b i t ,  and I  t h in k  t h a t  m aybe t h a t  came
8 fro m  t h e  f a c t  t h a t  o u r  r e g s  r e q u i r e  w i t h i n  180 d a y s  t h a t  you
9 r e v ie w  t h e  s t a t u s  o f  t h e  d o m in a n t c a r r i e r  t o  s e e  i f  i t  s h o u ld
10 be c h a n g e d . I  d id  n o t  — we d i d  n o t ...........
I I  MR. M IL L E R : Dave M i l l e r .
12 OPERATOR: I s  j o i n i n g  t h e  m e e t in g .
13 MR. JACKSON: We d i d  n o t  i n t e n d  t h a t  t o  be a p r e s u m p t io n
14 one way o r  a n o t h e r  t h a t  t h e y  w o u ld  o r  w o u ld  n o t  c o n t i n u e  a s
15 d o m in a n t, j u s t  s a i d  w i t h i n  180 d a y s  yo u  r e v i e w , an d  you do i t
16 f o r  t h e  d o m in a n t c a r r i e r .
17 We d i d n ' t  p r o p o s e  t h a t  yo u  r e v ie w  e v e r y  n o n -d o m in a n t
18 c a r r i e r  t o  s e e  i f  t h e i r  s t a t u s  c o u ld  be c h a n g e d , an d  t h e r e  a r e
19 two r e a s o n s  f o r  t h a t .  I n  t h e  lo n g  d i s t a n c e  m a r k e t  t h e r e ' s
20 s o m e th in g  l i k e  100 n o n -d o m in a n t c a r r i e r s ,  and I  d o n 't  t h i n k  yo u
21 w ant t o  h a v e  a p r o c e e d in g  f o r  e v e r y  one o f  t h o s e  t o  s e e  w h e th e r
22 o r  n o t  t h e i r  s t a t u s  s h o u ld  c h a n g e . I t  w o u ld  j u s t  b e — i t
23 w o u ld  b e b u rd e n so m e . B e s i d e s  t h a t ,  t h e  l e g i s l a t i v e  p o l i c y
24 t a l k s  a b o u t t h e  in c u m b e n t and t a l k s  a b o u t in c u m b e n c y  an d  how
25 t h a t  a f f e c t s  d o m in a n c e , s o  t o  c o m p ly  w it h  t h e  l e g i s l a t i v e



1 i n t e n t ,  i t ' s  r e a l l y  f o c u s e d  on t h e  in c u m b e n t t o  r e l o o k  a t  them
2 an d  c o n s i d e r  w h e th e r  o r  n o t  t h e i r  d o m in a n t , b u t  w it h o u t  '
3 c o n s i d e r i n g  in c u m b e n c y  when you make t h a t  a n a l y s i s .
4 A c o u p le  o f  g e n e r a l  com m ents i n  r e s p o n s e  t o  some o f  t h e
5 i n t e r p r e t a t i o n s  t h a t  ACS h a d . Th e c r i t e r i a  t h a t  we l i s t  do n o t
6 a p p l y  s o l e l y  t o  in c u m b e n t s . Y e s ,  i n i t i a l l y  d u r i n g  t h e  f i r s t
7 180 d a y s  yo u  h a v e  t o  r e v ie w  t h e  i n c u m b e n t 's  s t a t u s  a s  I  j u s t
8 e x p l a i n e d ,  b u t  p u r s u a n t  t o  e x i s t i n g  p r o v i s i o n s  o f  y o u r
9 r e g u l a t i o n s ,  t h e  s t a t u s  o f  a n y  c a r r i e r  i s  s u b j e c t  t o  r e v ie w  a t
10 a n y  t im e  b a s e d  on t h e  m o tio n  o f  t h e  p a r t y  o r  on t h e
11 C o m m is s io n 's  own m o t io n . So t h a t  w o u ld  s t a y  i n  p l a c e ,  an d  t h e
12 c r i t e r i a  t h a t  we h a v e  p r o p o s e d  w o u ld  t h e n  a p p l y  t o  w h a t e v e r
13 c a r r i e r  i t  i s  t h a t  y o u 'r e  e x a m in in g .
14 S e c o n d , no s i n g l e  c r i t e r i a  i s  d i s p o s i t i v e .  A l l  o f  t h e
15 c r i t e r i a  w o u ld  b e  c o n s i d e r e d .  ACS s a y s  t h a t  co n su m e r c h o i c e ,
16 w h ic h  i s  t h e  one t r u e  t e s t ,  ACS s a y s  we i g n o r e  t h a t  c r i t e r i a ,
17 b u t  one o f  o u r  c r i t e r i a  i s  t h e  a v a i l a b i l i t y  o f  r e a s o n a b l y
18 s u b s t i t u t a b l e  s e r v i c e s .  T h a t ' s  co n su m e r c h o i c e .
19 T h i r d ,  we a g r e e  t h a t  c o n t r o l  o f  b o t t l e n e c k  f a c i l i t i e s  may
20 be e l i m i n a t e d  b y  U N Es, s o  t h a t  f a c t o r  w o u ld  n o t  s t a n d  a s  an
21 o b s t a c l e  t o  an in c u m b e n t t h a t  p r o v i d e s  UNEs a p p r o p r i a t e l y .
22 T h e  R u r a l  C o a l i t i o n  a l s o  m akes some s t a t e m e n t s  t h a t  n e e d
23 t o  be a d d r e s s e d  on t h i s  t o p i c .  T h e y  s t a t e  t h a t  o u r  p r o p o s a l
24 w o u ld  m a i n t a i n  in c u m b e n ts  a s  a d o m in a n t c a r r i e r  f o r  an
25 i n d e f i n i t e  p e r i o d .  A g a i n ,  I  d o n 't  u n d e r s t a n d  t h a t  c l a i m .  We



1 r e q u i r e  a r e v ie w  w i t h i n  180 d a y s  o f  t h e  r e g s  t o  d e c i d e  w h e th e r
2 a d o m in a n t c a r r i e r  s h o u ld  be c o n -tin  — w h e th e r o r  n o t  a n y
3 d o m in a n t c a r r i e r  s h o u ld  c o n t i n u e  a s  d o m in a n t, an d  w it h o u t
4 c o n s i d e r i n g  in c u m b e n c y . T h e r e  a r e  — t h e  R u r a l
5 C o a l i t i o n  a l s o  s a y s  t h a t  t h e  p u r p o s e  o f  t h e  d i s t i n c t i o n  i s
6 r e a l l y  r e d u n d a n t b e c a u s e  t h e  C o m m issio n  a lw a y s  h a s  t h e  p o w e r t o
7 p r o h i b i t  o r  d e n y  r a t e  c h a n g e s  t h a t  a r e  o b j e c t i o n a b l e .  And
8 a lt h o u g h  t h e  l a t t e r  p a r t  o f  t h e i r  s t a t e m e n t  i s  t r u e ,  t h e  v e r y
9 p u r p o s e  o f  g e t t i n g  r i d  o f  — t h e  v e r y  p u r p o s e  o f  f i n d i n g
10 som eone n o n -d o m in a n t i s  s o  t h a t  t a r i f f  f i l i n g s  g e t  much l e s s
11 r e v i e w , t h a t  t h e r e ' s  l e s s  n e e d  t o  r e v ie w  th em , an d  t h e y  c a n  go
12 i n  e f f e c t  w it h o u t  a p p r o v a l .  So a l t h o u g h , y e s ,  yo u  may h a v e  a
13 r e s e r v e  p o w er t o  s t e p  i n ,  s o r t  o f  t h e  p u r p o s e  o f  m a k in g  t h e
14 d e t e r m in a t i o n  i s  s o  you h a v e  t o  r e v ie w  t h e  t a r i f f  t o  a l e s s e r
15 e x t e n t  o n ce  yo u  c r o s s  t h a t '.
16 The R u r a l  C o a l i t i o n  a l s o  c i t e s  an FCC o r d e r  r e g a r d i n g
17 m a rk e t p o w e r. T h is  i s  a t  p a g e  4 o f  t h e i r  r e p l y  co m m en ts. And
18 t h e  R u r a l  C o a l i t i o n  s t a t e s  t h a t  t h e  FCC h e l d  t h a t  s o  lo n g  a s
19 t h e  T e le c o m  A c t  r u l e s  a r e  a d h e r e d  t o ,  d o m in a n t c a r r i e r
20 r e g u l a t i o n  i s  u n n e c e s s a r y  and p o s s i b l y  c o u n t e r - p r o d u c t i v e .
21 T h a t  c i t e  i s  m i s l e a d i n g  an d d o e s  n o t  s t a n d  f o r  t h e  p r o p o s i t i o n
22 t h a t  t h e  RC s t a t e s .  T h a t  c a s e  had a b s o l u t e l y  n o t h in g  t o  do
23 w it h  t h e  t r e a t m e n t  o f  l o c a l  c a r r i e r s  a s  d o m in a n t o r  n o n -
24 d o m in a n t i n  t h e i r  l o c a l  s e r v i c e  m a r k e t s .  I n s t e a d ,  an d I  q u o t e
25 fro m  t h e  v e r y  s t a t e m e n t  o f  C o m m is s io n e r  N e ss w h ic h  w as c i t e d  b y



1 t h e  R u r a l  C o a l i t i o n ,  o u r  o r d e r  t o d a y  c l a r i f i e s  t h e
2 c i r c u m s t a n c e s  u n d e r  w h ic h  t h e  i n t e r s t a t e  - in t e r e x c h a n g e  s e r v i c e s
3 o f  l o c a l  c a r r i e r s  w i l l  b e  t r e a t e d  a s  n o n -d o m in a n t . T h a t  c a s e
4 had t o  do w it h  l o c a l  c a r r i e r s  p r o v i d i n g  a lo n g  d i s t a n c e
5 s e r v i c e ,  n o t l o c a l  c a r r i e r s  p r o v i d i n g  l o c a l  s e r v i c e .  I t  h ad  t o
6 do w it h  when l o c a l  c a r r i e r s  s h o u ld  b e t r e a t e d  a s  n o n -d o m in a n t
7 f o r  t h e  p r o v i s i o n  o f  lo n g  d i s t a n c e  s e r v i c e s .
8 I n  A l a s k a ,  L E C s  p r o v i d i n g  lo n g  d i s t a n t  s e r v i c e  t h r o u g h  a
9 s e p a r a t e  a f f i l i a t e  a r e  now t r e a t e d  a s  n o n -d o m in a n t . And t h e
10 c a s e  c i t e d  b y t h e  R u r a l  C o a l i t i o n  h a s  n o t h in g  t o  do w it h  t h e
11 i s s u e s  b e f o r e  yo u  t o d a y .
12 P o l i c y  num ber 3 , a l l  t e le c o m m u n ic a t io n s  c a r r i e r s  may
13 u n i l a t e r a l l y  r e d u c e  c o n su m e r r a t e s  s u b j e c t  t o  s t a t e  an d  f e d e r a l
14 a n t i t r u s t  l a w s .  O ur a p p r o a c h  t o  t h i s  p o l i c y  w as p r e t t y  s im p le
15 and d i r e c t .  F o r  c o m p e t i t i v e  m a r k e t s , we w r o t e  t h e  e x i s t i n g
16 r e g u l a t i o n s  t o  s p e c i f i c a l l y  a l l o w  r a t e  r e d u c t i o n s  t h a t  a r e  n o t
17 i n c o n s i s t e n t  w it h  p r i n c i p l e s  o f  a n t i t r u s t  la w , and we a d d e d  a
18 s i m i l a r  p r o v i s i o n  t o  t h e  r e g u l a t i o n s  e v e n  r e g a r d i n g
19 n o n c o m p e t it iv e  m a r k e t s .
20 G C I s t a t e d  t h a t  t h e  p o l i c y  d o e s  n o t a d d r e s s  new t e r m s  and
21 c o n d i t i o n s  t h a t  a u t i l i t y  m ig h t  i n c l u d e  w it h  r e d u c t i o n ,  an d  we
22 a r g u e d  t h a t  t h e  p o l i c y  d o e s  n o t l i m i t  t h e  R C A 's  r i g h t  t o
23 a d d r e s s  s u c h  t e r m s  and c o n d i t i o n s .  T h o se  l i m i t a t i o n s  w h ic h  we
24 m e n tio n  i n  r e s p o n s e  t o  — b o th  t h e  R u r a l  C o a l i t i o n  and ACS
25 a r g u e  t h a t  o u r  p r o p o s a l  d o e s  n o t  go f a r  e n o u g h . And ACS s t a t e d



1 t h a t  a new m a rk e t  i n i t i a t i v e  a lm o s t  a lw a y s  i n c l u d e s  some new
2 t e r m s  an d  c o n d i t i o n s .  — ~
3 T h i s  i s  an  i n s t a n c e  w h e re  we may h a v e  c o n t r i b u t e d  t o  t h e
4 c o n f u s i o n  b y  f a i l i n g  t o  e x p l a i n  how o u r p r o p o s e d  new r e g u l a t i o n
5 m e sh e s w it h  e x i s t i n g  r e g u l a t i o n s  T h e re  i s  a l r e a d y  an e x i s t i n g
6 p r o v i s i o n  i n  t h e  c o m p e t i t i v e  r e g s  f o r  b o t h  l o c a l  an d  f o r  lo n g
7 d i s t a n c e  s e r v i c e  t h a t  p r o v i d e s  t h a t  e v e n  d o m in a n t c a r r i e r s  ca n
8 o f f e r  new o r  r e p a c k a g e d  s e r v i c e s  w it h o u t  a p p r o v a l  o f  th e
9 C o m m is s io n . F o r  l o c a l  s e r v i c e s ,  t h a t ' s  5 3 . 2 4 0 ( b ) .  We d i d  n o t
10 p r o p o s e  t o  c h a n g e  t h a t  r u l e .  So t h e  r i g h t  o f  t h e  d o m in a n t
11 c a r r i e r  t o  o f f e r  new o r  r e p a c k a g e d  s e r v i c e s  w it h o u t  a p p r o v a l
12 w o u ld  s t i l l  e x i s t .
13 H o w e v e r, lo n g  a g o  i t  w as d e c id e d  t h a t  o f f e r i n g  a new o r  a
14 r e p a c k a g e d  s e r v i c e  p re s u m e s  t h a t  t h e  p r e e x i s t i n g  p r i o r  s e r v i c e
15 a l s o  re m a in  i n  p l a c e ,  s o  t h e  e x i s t i n g  r e g s  a d d r e s s  t h e
16 s i t u a t i o n  w h e re  y o u 'r e  a d d in g  a new c h o i c e  w it h o u t  r e m o v in g  a n y
17 o f  t h e  c h o i c e s  o f  t h e  c u s t o m e r .
18 What we w e re  t r y i n g  t o  a d d r e s s  i n  o u r  com m ents was t h e
19 s i t u a t i o n  w h e re  a c a r r i e r  m ig h t  p r o p o s e  t o  lo w e r  a r a t e  an d
20 s i m u l t a n e o u s l y  c h a n g e  a te rm  an d  c o n d i t i o n  t h a t  g o e s  a l o n g  w it h
21 t h e  r a t e ,  f i l e d  i n  a w ay t h a t  t h e  p r e v i o u s  r a t e ,  c o u p le d  w it h
22 t h e  p r e v i o u s  t e rm s  an d  c o n d i t i o n s  was no l o n g e r  an o p t i o n .  I t
23 i s  p o s s i b l e  t h a t  s u c h  a s o - c a l l e d  r e d u c t i o n  c o u ld  a c t u a l l y  be
24 d e t r i m e n t a l  t o  t h e  c u s t o m e r , b e c a u s e  o f  t h e  c h a n g e d  t e r m s  and
25 c o n d i t i o n s .  J u s t ,  I  m ean, a s  an e x a m p le , a t a r i f f  m ig h t  lo w e r
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1 a r a t e  f o r  b a s i c  l o c a l  s e r v i c e ,  b u t  g i v e  yo u  t h a t  r a t e  o n l y  i f
2 you b u y  a s u i t e  o f  o t h e r  s e r v i c e s  a lo n g  -w ith  i t ,  an d  s i g n  up
3 f o r  a l o n g - t e r m  c o n t r a c t .  Now, i f  t h a t ' s  a new o p t i o n ,  t h e
4 e x i s t i n g  r e g s  w o u ld  — w h ic h  — i f  t h a t ' s  a new o p t i o n  w h ic h
5 r e m a in s  i n  p l a c e  a lo n g  w it h  th e  o l d  o p t i o n ,  t h e n  i t  c o u ld  be
6 im p le m e n te d  u n d e r e x i s t i n g  r u l e s  a s  a r e p a c k a g e d  s e r v i c e
7 w it h o u t  a p p r o v a l .
8 B u t w hat we w ere t r y i n g  t o  a d d r e s s  i s  i f  t h e  o l d  o p t io n
9 d i s a p p e a r s  s o  t h a t  you no l o n g e r  — t h e  c u s t o m e r  no l o n g e r  h ad
10 th e  o l d  o p t i o n  o f  t h e  r a t e  w it h o u t  t h a t  a d d i t i o n a l  p a c k a g e  o f
11 s e r v i c e s .  And w hat w e 'r e  s a y i n g  i s  i n  t h a t  i n s t a n c e ,  you h a v e
12 th e  r i g h t  t o  e x a m in e  t h e  c h a n g e d  t e rm s  an d c o n d i t i o n s  t o
13 d e t e r m in e  i f  t h e i r  d e t r i m e n t a l  t o  t h e  c u s to m  — t o  t h e
14 c o n s u m e r s .
15 So t h e  p o i n t  o f  o u r  p r o p o s a l s  w o u ld  n o t  i n  a n y  w ay i n h i b i t
16 new s e r v i c e  p a c k a g e s  b e c a u s e  t h e y ' r e  a l r e a d y  a l l o w e d .  F o r
17 t a r i f f s  t h a t  do n o t  q u a l i f y  a s  a new s e r v i c e  p a c k a g e  b e c a u s e
18 t h e y  e l i m i n a t e  a p r e v i o u s  c h o i c e ,  t h e  p r o p o s a l  w o u ld  a l l o w  t h e
19 C o m m issio n  t o  r e v ie w  c h a n g e d  t e rm s  and c o n d i t i o n s .
20 ACS a l s o  a r g u e s  t h a t  G C I a t t e m p t s  t o  c o n f e r  on t h e
21 C o m m issio n  a u t h o r i t y  t h a t  t h e  C o m m issio n  d o e s  n o t  h a v e , and
22 t h a t  w as b y  i n c l u d i n g  r e f e r e n c e s  t o  s t a t e  an d  f e d e r a l  a n t i t r u s t
23 l a w s .  H e re  I  c a n  s im p ly  s a y  r e a d  t h e  l e g i s l a t i v e  p o l i c y .  I t
24 s a y s  t h a t  t h e  C o m m issio n  s h o u ld  a d o p t a r e g u l a t i o n  t h a t  a l l o w s
25 r a t e  r e d u c t i o n s  s u b j e c t  t o  s t a t e  an d  f e d e r a l  a n t i t r u s t  l a w s .



1 T h s L e g i s l a t u r e  i t s e l f  s a i d  t h a t  y o u 'r e  s u p p o s e d  t o  lo o k  a t  th e
2 s t a t e  and f e d e r a l  a n t i t r u s t  l a w s .  I f  t h e y  d i d n ' t  w ant you t o
3 lo o k  a t  t h e  a n t i t r u s t  i m p l i c a t i o n s ,  I  d o n 't  know why t h e y
4 i n c l u d e d  t h a t  c l a u s e  i n  t h i s  p o l i c y .
5 We d o n 't  s u g g e s t  t h a t  t h e  C o m m issio n  t a k e  on t h e  j o b  o f
6 d i r e c t l y  e n f o r c i n g  t h e  a n t i t r u s t  l a w s ,  b u t  we do s u g g e s t  t h a t
7 yo u  c o n s i d e r  t h e  a n t i t r u s t  p r i n c i p l e s  o f  t h o s e  l a w s .  And t h a t
8 h a s  a c t u a l l y  lo n g  b e e n  a p a r t  o f  t h i s  C o m m is s io n 's  f u n c t i o n s  o f
9 p r o t e c t i n g  a g a i n s t  m o n o p o ly  p o w e r, an d u t i l i t i e s  o b t a i n  some
10 l i m i t e d  im m u n ity  fro m  t h e  a n t i t r u s t  la w s  b e c a u s e  o f  t h e  f a c t
11 t h a t  you in d e e d  c o n s i d e r  s u c h  t h i n g s .
12 B e f o r e  m o v in g  t o  t h e  n e x t  t o p i c ,  t h e  n e x t  p o l i c y ,  l e t  me
13 a d d r e s s  w h a t 's  som ew hat o f  a s i d e  i s s u e ,  b u t  I  t h i n k  s h o u ld  be
14 a d d r e s s e d ,  an d  t h a t  i s  t h e  s t a t e m e n t s  o f  ACS r e g a r d i n g  t h e
15 C o m m is s io n 's  c u r r e n t  p r o c e s s  f o r  t a r i f f  p r o p o s a l s  i n  r e g u l a t e d
16 m a r k e t s ,  w h ic h  a c c o r d i n g  t o  t h e  r e g u l a t i o n  do n o t  r e q u i r e
17 C o m m issio n  a p p r o v a l .  I  g u e s s  i t ' s  o u r  p e r c e p t i o n  t h a t  t h e
18 C o m m is s io n ' s a p p r o a c h  t o  t h e s e  t y p e  t a r i f f  f i l i n g s  o v e r  t h e
19 l a s t  — an d  I 'm  t a l k i n g  a b o u t t h e  lo n g  d i s t a n c e  m a rk e t an d  t h e
20 l o c a l  m a r k e t , b u t  g o in g  b a c k  a b o u t 12 y e a r s ,  yo u  know, t h e
21 C o m m is s io n 's  a p p r o a c h  h a s  sw ung a l i t t l e  b i t  l i k e  t h e  p en d u lu m
22 i n  t e rm s  o f  how much r e v ie w  t h e  C o m m issio n  h a s  g i v e n  s u c h
23 f i l i n g s .  And I  t h i n k  w e 'd  a g r e e  w it h  ACS t h a t  r i g h t  now t h e
24 p en d u lu m  h a s  sw ung t o w a r d s  a l e v e l  o f  r e v ie w  t h a t  i s  a t  t h e
25 h e ig h t e n e d  en d  a s  o p p o s e d  t o  t h e  l e s s  h e ig h t e n e d  e n d .
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1 The r e g s  s a y  t h a t  c e r t a i n  t a r i f f s  c a n  b e e f f e c t i v e  w it h o u t
2 C o m m issio n  a p p r o v a l ,  b u t  t h e y  a l s o  s a y  t h a t  t h e  C o m m issio n  c a n ,
3 n o n e t h e l e s s ,  jum p i n  t o  s t o p  a t a r i f f  t h a t ' s  n o t  j u s t  and
4 r e a s o n a b l e .  Th e way we v ie w  t h i s  i s  t h a t  t h e  C o m m is s io n 's
5 r e v ie w  o f  s u c h  t a r i f f ' s  s h o u ld  be r e l a t i v e l y  l i g h t ,  t h a t
6 a f f i r m a t i v e  a c t i o n  b y  t h e  C o m m issio n  i s  n e c e s s a r y  o n l y  t o  s t o p
7 t h e  t a r i f f ,  b u t  n o t  t o  a p p r o v e  i t .  And t h a t  t h e  C o m m issio n
8 jump i n  o n l y  w h e re  a s i g n i f i c a n t  i s s u e  i s  r a i s e d  r e g a r d i n g  t h e
9 r e a s o n a b l e n e s s  o f  a t a r i f f .
10 P o l i c y  num ber 4 . A d e f i n i t i o n  o f  a c o m p e t i t i v e  s e r v i c e
11 a r e a  s h a l l  t a k e  i n t o  a c c o u n t  w h e th e r  a c t u a l  c o m p e t i t i o n  e x i s t s
12 i n  an a r e a .  R e g a r d in g  t h i s  p o l i c y ,  G C I w o u ld  l i k e  t o  n o t e  an
13 e le m e n t o f  a g r e e m e n t . T h e r e  seem s t o  be a g re e m e n t t h i s  p o l i c y
14 r e q u i r e s  d e t e r m i n a t i o n  o f  w h e th e r  c o m p e t i t i o n  e x i s t s  i n
15 s p e c i f i c  a r e a ,  a n d  t h a t ,  f o r  e x a m p le , an e n t i r e  c e r t i f i c a t e d
16 s e r v i c e  a r e a  c a n n o t  be deem ed c o m p e t i t i v e  b a s e d  on c o m p e t i t i o n
17 i n  a p o r t i o n  o f  t h e  a r e a .  I  t h i n k  t h e r e  a r e  two
18 d i s a g r e e m e n t s .  The f i r s t  i s  t h a t  b o t h  ACS an d  R u r a l  C o a l i t i o n
19 p r o p o s e  t h a t  an a r e a  becom e c o m p e t i t i v e  b a s e d  on t h e  e x i s t e n c e
20 o f  a n y  c o m p e t i t i v e  E T C , i n c l u d i n g  a w i r e l e s s  E T C . We t h i n k
21 t h a t ' s  a s i g n i f i c a n t  p r o b le m . I  w i l l  h a v e  t o  c o n f e s s  t o  n o t
22 h a v in g  known a b o u t  i t  o r  r e a d  t h e  A l a s k a  D i g i t e l  o r d e r  y e t .
23 B u t s e v e r a l  p a r t i e s  i n  t h a t  p r o c e e d i n g  t o o k  t h e  p o s i t i o n  t h a t
24 w i r e l e s s  c a r r i e r s  a r e  now n o t  r e a l l y  c o m p e tin g  w it h  l o c a l
25 c a r r i e r s ,  t h a t  i n s t e a d  t h e  w i r e l e s s  c a r r i e r s  a r e  e s s e n t i a l l y



1 c o m p e tin g  a g a i n s t  t h e  w i r e l e s s  c a r r i e r s ,  n o t  r e a l l y  c o m p e tin g
2 —t o  r e p l a c e  w i r e l i n e  s e r v i c e .  We a g r e e  w it h  t h a t ,  an d  we t h i n l c
3 t h a t  a c c u r a t e l y  d e s c r i b e s  t h e  c u r r e n t  s i t u a t i o n .
4 I f  i t  d o e s ,  and i f  w i r e l e s s  c a r r i e r s ,  n o n e t h e l e s s ,  g e t
5 d e s i g n a t e d  a s  E T C , th e n  t h e  p r o p o s a l  o.c t h e  R u r a l  C o a l i t i o n  and
6 ACS w o u ld  e s s e n t i a l l y  r e s u l t  i n  d e r e g u l a t i o n s  o f  I - L E C s  b a s e d
7 on n o n c o m p e t it iv e  E T C s . We do n o t  b e l i e v e  t h a t  i s  w hat th e
8 L e g i s l a t u r e  in t e n d e d  when i t  s a i d  t h a t  t h e  d e f i n i t i o n  o f  a
9 c o m p e t i t i v e  s e r v i c e  a r e a  j u s t  c o n s i d e r  w h e th e r  o r  n o t  t h e r e ' s
10 a c t u a l  c o m p e t i t i o n .
11 The s e c o n d  d is a g r e e m e n t  i s  w h e th e r c o m p e t i t i o n  n e e d s t o  be
12 a c t u a l ,  m e a n in g  t h e  c o n su m e rs  h a v e  t h e  a c t u a l  a b i l i t y  t o  s w i t c h
13 t h e i r  s e r v i c e ,  o r  w h e th e r  i t  c a n  be b a s e d  on a p o s s i b i l i t y  o f
14 c o m p e t i t i o n .  ACS r e l i e s  on t h e  e x i s t e n c e  o f  UNEs and w h e th e r
15 m a r k e t s  a r e  w hat i s  c a l l e d  c o n t e s t a b l e .  W h ile  t h e  RCA e v e n
16 p r o p o s e s  t h a t  s e r v i c e  a r e a  b e d e f i n e d  a s  c o m p e t i t i v e  a s  so o n  a s
17 t h e  r u r a l  e x e m p tio n  i s  l i f t e d .  Th e C o m m issio n  l i f t e d  t h e  r u r a l
18 e x e m p tio n  i n  t h e  G l a c i e r  S t a t e  s t u d y  a r e a  q u i t e  a num ber o f
19 y e a r s  a g o . T h e r e 's  s t i l l  z e r o  c o m p e t i t i o n  i n  t h a t  a r e a .  So we
20 d o n 't  t h i n k  t h a t  a p p r o a c h  c a p t u r e s  w hat t h e  L e g i s l a t u r e  m eant
21 b y  a c t u a l  c o m p e t i t i o n .
22 What we in t e n d e d  t o  c o n v e y  i n  o u r  p r o p o s a l  i s  t h e  a c t u a l
23 a b i l i t y  o f  c o n s u m e rs  i n  an a r e a  t o  o b t a i n  l o c a l  t e le p h o n e
24 s e r v i c e  fro m  an a l t e r n a t i v e  p r o v i d e r  who i s  a c t u a l l y  p r o v i d i n g
25 s e r v i c e .  S h o r t  o f  t h a t ,  we do n o t  t h i n k  t h e  a c t u a l  c o m p e t i t i o n



1 com p onent o f  t h e  p o l i c y  i s  a c h i e v e d .
2 P o l i c y  num ber 5 . A n y m e t h o d -o f  d e p r e c i a t i o n  s h a l l
3 c o n s i d e r  t h e  a c t u a l  u s e f u l  l i f e  o f  d e p r e c i a t e d  e q u ip m e n t and
4 f a c i l i t i e s . .  A s we e x p l a i n ,  we r e a d  t h e  w o rd s  a c t u a l  s e r v i c e
5 l i f e  o f  d e p r e c i a t e d  e q u ip m e n t o f  f a c i l i t i e s  t o  mean t h a t  t h e
6 C o m m issio n  m u st c o n s i d e r  t h e  a c t u a l  h i s t o r i c a l  e x p e r i e n c e  l i v e s
7 o f  p l a n t  i n  s e r v i c e .  We p r o p o s e d  a r e g u l a t i o n  t o  t h a t  e f f e c t .
8 We w e re  c r i t i c i z e d  f o r  p r o p o s i n g  a r e g u l a t i o n  t h a t  l o o k s
9 o n l y  a t  h i s t o r i c a l  e x p e r i e n c e .  We a g r e e  t h a t  o t h e r  f a c t o r s
10 s h o u ld  b e c o n s i d e r e d  when you  s e t  d e p r e c i a t i o n  r a t e s ,  an d  t h a t
11 h i s t o r i c a l  e x p e r i e n c e  i s  o n l y  one f a c t o r .  I f  you  w ant t o  add
12 m o re , we d o n 't  o b j e c t ,  b u t  you m u st k eep  t h e  p a r t  t h a t  t h e
13 l e g i s l a t i v e  p o l i c y  s p e c i f i e s ,  w h ic h  i s  t h a t  you l o o k  a t  t h e
14 a c t u a l  u s e f u l  l i f e  o f  d e p r e c i a t e d  e q u ip m e n t and f a c i l i t i e s .
15 Th e m ore d e t a i l e d  p r o p o s a l  o f  ACS and t h e  R u r a l  C o a l i t i o n
16 may be o p t i o n s  f o r  t h e  C o m m issio n  t o  c o n s i d e r ,  b u t  we t h i n k  t h e
17 d e t a i l s  w o u ld  p r o b a b l y  be b e s t  d o n e i n  a s e p a r a t e  p r o c e e d i n g .
18 And I  w i l l  a l s o  s a y  a g a i n  t h e i r  p r o p o s e d  p o l i c i e s  do n o t
19 a d d r e s s  t h e  l e g i s l a t i v e  p o l i c y ,  w h ic h  i s  t h a t  you a b s o l u t e l y
20 m ust c o n s i d e r  t h e  h i s t o r i c a l  e x p e r i e n c e .
21 T h e R u r a l  C o a l i t i o n ' s  p r o p o s a l  i n  w r i t i n g  s t a t e s  t h a t  t h e y
22 s u p p o r t  a r a n g e  o f  d e p r e c i a t i o n  r a t e s .  I  d i s c u s s e d  t h a t  w it h
23 them  a f t e r  t h e i r  com m ents t h i s  m o r n in g , an d  I  t h i n k  w e 'r e  i n
24 a g re e m e n t t h a t  a n y  s u c h  t a b l e s  s h o u ld  i n c l u d e  a r a n g e  o f  p r e -
25 a p p r o v e d  l i v e s ,  n o t  p r e - a p p r o v e d  r a t e s .  And t h e  F — t h a t ' s



1 w hat t h e  FCC d o e s , an d  I  t h i n k  t h a t  w e 'r e  i n  a g re e m e n t t h a t  i f
2 s u c h  a t a b l e  w e re  eve-r a d o p t e d , i t  s h o u ld  be on l i v e s  and n o t
3 on r a t e s .
4 P o l i c i e s  6 , 8 , and 9 , and b e c a u s e  t h e y ' r e  s o  l o n g ,  I 'm
5 g o in g  t o  s a v e  t im e  b y  n o t r e a d i n g  t h o s e ,  b u t  a l l  t h r e e  o f  t h e s e
6 p o l i c i e s  i n v o l v e  r a t e  c h a n g e s  i n  a c o m p e t i t i v e  m a r k e t , and I ' l l
7 a d d r e s s  them  t o g e t h e r .  F r a n k l y ,  t h i s  i s  w h ere I  t h i n k  t h e
8 d e c i s i o n s  a r e  t h e  h a r d e s t ,  b e c a u s e  we b e l i e v e  t h e r e  i s  some
9 c o n f u s i o n  an d  i n c o n s i s t e n c y  i n  t h e  l e g i s l a t i v e  p o l i c i e s .
10 B u t I ' d  f i r s t  l i k e  t o  p o i n t  o u t  w h e re  we a g r e e  w it h  ACS i n
11 i n t e r p r e t i n g  t h e s e  s e c t i o n s .  I t ' s  a p o i n t  w h e re  ACS s a y s  we
12 d i s a g r e e ,  b u t  we a c t u a l l y  a g r e e .  A t  p a g e  17 o f  ACS r e p l y
13 com m ents t h e y  s t a t e ,  t h e  i n i t i a t i v e  (ph) s im p ly  a c k n o w le d g e  a
14 f a c t  t h a t  ACS h a s  r e p e a t e d l y  s t a t e d .  M a rk e ts  w i l l  e v o l v e ,
15 d e r e g u l a t i o n  s h o u ld  e v o l v e  w it h  th em . ACS b e l i e v e s  t h a t  a
16 l i m i t e d  l e v e l  o f  d e r e g u l a t i o n  i s  j u s t i f i e d  a s  so o n  a s
17 c o m p e t i t i o n  e n t e r s  a m a r k e t . Once c o m p e t i t i o n  h a s  i n v o l v e d  —
18 e v o lv e d  t o  a s i g n i f i c a n t  l e v e l ,  t h a t  i s  t o  s a y ,  f a c i l i t i e s -
19 b a s e d  c o m p e t i t i o n  r e a c h i n g  75 p e r c e n t  o r  m ore o f  t h e  c u s t o m e r s ,
20 p r i c e  an d  t a r i f f  r e g u l a t i o n s  s h o u ld  c e a s e .  T h i s  a p p r o a c h  i s
21 f u l l y  c o n s i s t e n t  w it h  t h e  l e g i s l a t i v e  i n i t i a t i v e .
22 We c o m p le t e l y  a g r e e  w it h  t h e  c o n c e p t  t h a t  t h e  s c o p e  o f
23 r e g u l a t i o n s  s h o u ld  e v o l v e  w it h  m a r k e t s , t h a t  a l i m i t e d  d e g r e e
24 o f  d e r e g u l a t i o n  i s  j u s t i f i e d  when c o m p e t i t i o n  b e g i n s ,  and t h a t
25 m ore d e r e g u l a t i o n  i s  j u s t i f i e d  when c o m p e t i t i o n  r e a c h e s  a



1 s i g n i f i c a n t  l e v e l .  Our p r o p o s e d  r e g u l a t i o n s  a r e  i n  f a c t  b u i l t
2 on j u s t -  t h i s  c o n c e p t .
3 Th e d i f f e r e n c e  b e tw e e n  ACS an d  u s  i s  n o t  i n  t h e  c o n c e p t .
4 I t ' s  i n  how much d e r e g u l a t i o n  com es w i t h  e a c h  s t e p , a n d  how you
5 m e a s u r e  when y o u  g e t  t o  t h e  s i g n i f i c a n t  c o m p e t i t i o n  s t a t e ,  and
6 how y o u  d e t e r m i n e  m a r k e t  p o w e r .  ACS s a y s  s i g n i f i c a n t
7 c o m p e t i t i o n  e x i s t s  a s  s o o n  a s  75 p e r c e n t  o f  t h e  c o n s u m e r s  h a ve
8 a t h e o r e t i c a l  c h o i c e .  We s a y  s i g n i f i c a n t  c o m p e t i t i o n  e x i s t s
9 when a t  l e a s t  20 p e r c e n t  o f  t h e  c u s t o m e r s  h a v e  a c t u a l l y
10 e x e r c i s e d  t h e  c h o i c e .  We b e l i e v e  t h a t  t h e  l e g i s l a t i v e  p o l i c i e s
11 an d  p o l i c y  i n  num ber 4 r e g a r d i n g  c o m p e t i t i v e  s e r v i c e  a r e a ,
12 f o c u s  on a c t u a l  c o m p e t i t i o n .  T h a t ' s  t h e  w o rd  t h a t ' s  i n  t h e
13 p o l i c i e s .
14 ACS s a y s  yo u  d o n ' t  n e e d  t o  h a v e  a n y  a c t u a l  c o m p e t i t i o n ,
15 j u s t  t h e  p o s s i b i l i t y  o f  c o m p e t i t i o n .  D r.  S h e .T a n s k i  e x p l a i n s
16 t h e  c o n c e p t  o f  a c o n t e s t a b l e  m a r k e t .  T h a t  c o n c e p t  i s  t h a t
17 c o m p e t i t o r s  c o u l d  e n t e r  t h e  m a r k e t ,  t h a t  t h e y ' r e  a b l e  t o  e n t e r
18 t h e  m a r k e t ,  an d  e v e n  i f  t h e y  h a v e  n o t  a c t u a l l y  e n t e r e d  t h e
19 m a r k e t ,  t h e y  n o n e t h e l e s s  e x e r  — p l a c e  some p r i c e  c o n s t r a i n t  on
20 f i r m s  a l r e a d y  i n  t h e  m a r k e t .  D r .  Lehman h a s  a s l i g h t l y
21 d i f f e r e n t  v i e w ,  an d  h i s  i s  t h a t  m a r k e t  p o w er e n d s  a s  s o o n  a s
22 UNEs becom e a v a i l a b l e .
23 Now c l e a r l y  t h o s e  t h e o r i e s  a r e  e m b ra c e d  b y  some e x p e r t s .
24 T h e r e  a r e  o t h e r  e x p e r t s  who w o u ld  d i s a g r e e  an d  s a y  t h a t  t h e
25 w ord c o m p e t i t i o n  i t s e l f  m eans t h a t  you h a v e  m u l t i p l e



1 c o m p e t i t o r s ,  none o f  w h ic h  a r e  d o m in a n t ,  an d  t h a t  i t  t a k e s  s u c h
2 f u l l  c o m p e t i t i o n  t o  c o n s t r a i n  p r i c e s  i n  t h e  m a r k e t .  We " p r o p o s e
3 a s t a n d a r d  b e tw e e n  t h e s e  e x t r e m e s .
4 ACS c r i t i c i z e s  o u r  c h o i c e  o f  80 p e r c e n t  m a r k e t  s h a r e  i s
5 a r b i t r a r y .  B u t  ACS p r o p o s e s  t o  d ra w  a l i n e  when 75 p e r c e n t  o f
6 t h e  c u s t o m e r s  h a v e  a c h o i c e .  T h e i r  p r o p o s e d  l i n e  i s  no m ore o r
7 l e s s  a r b i t r a r y  t h a n  o u r s .  B o t h  c a l l  f o r  ju d g m e n t  b y  t h e
8 C o m m is s io n  on when a m a r k e t  b eco m es c o m p e t i t i v e ,  an d  t h e  l i n e
9 c a n  b e a d j u s t e d  one way o r  t h e  o t h e r  b a s e d  on y o u r  e x p e r t i s e .
10 I  w ant t o  t a l k  f o r  a m in u t e  a b o u t  o u r  p r o p o s a l  f o r
11 m e a s u r i n g  m a r k e t  s h a r e  and t h e  p u r p o s e  — m e a s u r i n g  m a r k e t
12 s h a r e  f o r  t h e  p u r p o s e  o f  d e t e r m i n i n g  w h e t h e r  o r  n o t  t h e  m a r k e t
13 — t h e  dom — e x c u s e  me, w h e t h e r  o r  n o t  t h e  d o m in a n t  c a r r i e r
14 h a s  f a l l e n  b e lo w  t h e  80 p e r c e n t  l e v e l .
15 I n  r e p l y  comments ACS l a m b a s t s  u s  f o r  p r o p o s i n g  t h a t  l i n e s
16 s e r v e d  b y  a CLEC u s i n g  what i s  c a l l e d  t o t a l  s e r v i c e  r e s a l e
17 s h o u l d  b e c o u n t e d  a s  p a r t  o f  t h e  I L E C s  m a r k e t  s h a r e .  T h a t ' s  a t
18 p a g e  18 o f  t h e  ACS r e p l y  com m ents.
19 L e t  me e x p l a i n  t h e  p r o p o s a l  and w hy. T o t a l  s e r v i c e  r e s a l e
20 w o rk s  l i k e  t h i s :  s a y  ACS s e l l s  a l o c a l  s e r v i c e  f o r  $20 an d
21 t h e y  h a v e  a 20 p e r c e n t  d i s c o u n t .  T h a t  m eans a CLEC ca n  b u y  t h e
22 p a c k a g e  f o r  $1 6  and t h e  $4 d i f f e r e n c e  r e p r e s e n t s  c o s t s  s u c h  a s
23 c u s t o .’r.er s e r v i c e  t h a t  ACS a v o i d s .  I f  ACS g e t s  a r a t e  i n c r e a s e
24 t o  $ 2 5 ,  t h e n  t h e  w h o l e s a l e  r a t e  a u t o m a t i c a l l y  g o e s  up a l s o .
25 W ith  t h e  same 20 p e r c e n t  d i s c o u n t ,  t h e  w h o l e s a l e  r a t e  w o u ld  go



1 up t o  $ 2 0 .  T h u s ,  t h e  C L E C ' s  c o s t  h a s  co n e  up f ro m  16 t o  $20,

2 and t h e  CLEC a l m o s t  c e r t a i n l y  h a s  t o  r a i s e ~ i t s  p r i c e  t o
3 c o n s u m e rs  a t  t h e  same t im e  t h a t  t h e  in c u m b e n t  d o e s .  T h i s  i s
4 v e r y  d i f f e r e n t  f r o m  t h e  s i t u a t i o n  w i t h  c o m p e t i t i v e  s e r v i c e
5 p r o v i d e d  o v e r  UNEs, b e c a u s e  UNE p r i c e s  a r e  i n d e p e n d e n t  o f  t h e
6 r e t a i l  r a t e .
7 The d i f f e r e n c e  was v e r y  c l e a r l y  d e m o n s t r a t e d  when ACS
8 im p le m e n te d  a l o c a l  r a t e  i n c r e a s e  i n  A n c h o r a g e .  AT&T, w h ic h
9 r e l i e s  on t o t a l  s e r v i c e  r e s a l e ,  had l i t t l e  c h o i c e  b u t  t o  r a i s e
10 i t s  c o n s u m e r r a t e s  r i g h t  a l o n g  w i t h  A C S , b u t  G CI d i d  n o t ,
11 b e c a u s e  G CI r e l i e s  on UNEs, n o t  t o t a l  s e r v i c e  r e s a l e .  T h u s ,
12 i t ' s  o u r  p o s i t i o n  t h a t  t o t a l  s e r v i c e  r e s a l e  i m p o s e s  l i t t l e ,  i f
13 a n y ,  c o m p e t i t i v e  p r i c i n g  c o n s t r a i n t  on t h e  I L E C .
14 A C S ' s  r e p l y  comments e s s e n t i a l l y  s a y  t h a t ' s  a b u n ch  o f
15 h o o e y  ( p h ) . B u t  l o o k  a t  w hat t h e i r  own w i t n e s s  s a y s .  F o o t n o t e
16 1 o f  D r .  L e h m a n 's  t e s t i m o n y  c l e a r l y  s a y s  t h a t  when he d i s c u s s e s
17 t h e  m o d i f i c a t i o n  i n  r e t a i l  r a t e  r e g u l a t i o n  t h a t  a r e  r e q u i r e d  b y
18 t h e  T e l e c o m  A c t ,  he i s  r e f e r r i n g  o n l y  t o  t h e  p r o v i s i o n s
19 r e g a r d i n g  UNEs, an d  n o t  t h o s e  r e g a r d i n g  t o t a l  r e s a l e  s e r v i c e ,
20 b e c a u s e ,  i n  D r .  L e h m a n 's  w o r d s ,  t o t a l  s e r v i c e  r e s a l e  d o e s  n o t
21 e l i m i n a t e  t h e  i n c u m b e n t ' s  r e t a i l  m a r k e t  p o w e r  i n  t h e  same way
22 t h a t  UNEs d o .
23 Th e n e x t  i s s u e  i s  o n c e  you p a s s  t h e  p o i n t  o f  some
24 c o m p e t i t i o n  an d  t h e n  s i g n i f i c a n t  c o m p e t i t i o n ,  how much r a t e
25 f l e x i b i l i t y  s h o u l d  be a l l o w e d ?  And t h i s  i s  p e r h a p s  t h e  m o st



1 i m p o r t a n t  q u e s t i o n ,  b e c a u s e  I  b e l i e v e  y o u  w i l l  f i n d  when we g e t
2 t o - t h a t  q u e s t i o n ,  t h a t  t h e  A n c h o r a g e ,  F a i r b a n k s  an d  J u n e a u
3 m a r k e t s  w i l l  q u a l i f y  f o r  t h e  s i g n i f i c a n t  l e v e l  r e g a r d l e s s  o f
4 w h ic h  s t a n d a r d  yo u  u s e .
5 And t h a t  i s  e x c e p t  f o r  one f a c t o r  w h i c h  ACS c o m p l e t e l y
6 f a i l s  t o  a d d r e s s ,  b u t  w h ic h  I  t h i n k  we h a v e  t o  w r e s t l e  w i t h .
7 And t h a t  f a c t o r  i s  t h e  t e r m i n a t i o n  o f  t h e  r u r a l  e x e m p t io n  i n
8 F a i r b a n k s  an d  J u n e a u  i s  s t i l l  on a p p e a l  an d  a j u d i c i a l  d e c i s i o n
9 c o u l d  m ore o r  l e s s  u p s e t  t h e  a p p l e  c a r t .
10 D r .  L e h m a n 's  a f f i d a v i t  s u p p o r t i n g  A C S ' s  a r g u m e n t  f o r  r a t e
11 f l e x i b i l i t y  i s  b a s e d  a l m o s t  e n t i r e l y  on t h e  a v a i l a b i l i t y  o f
12 UNEs u n d e r  t h e  t e r m s  o f  t h e  T e le c o m  A c t .  And he s t a t e s  t h a t
13 r e t a i l  — t h e  n e e d  f o r  r e t a i l  r a t e  r e g u l a t i o n  d i s a p p e a r s  b y
14 e s t a b l i s h i n g  m a r k e t s  f o r  UNEs. B u t  n o w h e re  d o e s  ACS d e a l  w i t h
15 t h e  f a c t  t h a t  UNEs c o u l d  becom e u n a v a i l a b l e  i n  F a i r b a n k s  an d
16 J u n e a u  b a s e d  on t h e  p e n d i n g  a p p e a l  o f  A C S . T h a t ' s  s o m e t h in g
17 t h a t  h a s  t o  b e  f a c e d ,  an d  i t  h a s  t o  be d e c i d e d  how t o  t r e a t  ACS
18 i n  F a i r b a n k s  an d  J u n e a u  i n  t h i s  — i f  t h i s  c o n t i n g e n c y  com es
19 t r u e .
20 O ur s u g g e s t i o n  i s  t h a t  t h e  f l e x i b i l i t y  w h ic h  n o r m a l l y  g o e s
21 a l o n g  w i t h  s i g n i f i c a n t  c o m p e t i t i o n  s h o u l d  n o t  e x i s t  s o  l o n g  a s
22 t h e  p o s s i b i l i t y  o f  r e i n s t a t i n g  t h e  r u r a l  e x e m p t i o n  e x i s t s .
23 P e r h a p s  t h e r e ' s  a n o t h e r  way t o  l o o k  a t  i t ,  a n o t h e r  a p p r o a c h  t o
24 be c o n s i d e r e d ,  b u t  I  d o n ' t  t h i n k  we c a n  j u s t  i g n o r e  i t .
25 G e t t i n g  b a c k  t o  how much r a t e  r e g u l a t i o n  g o e s  a l o n g  w i t h



1 i n i t i a l  c o m p e t i t i o n  and t h e n  s i g n i f i c a n t  c o m p e t i t i o n .  ACS
2 p r o p o s e s  c o m p le t e  r a t e  f l e x i b i l i t y  b a s e d  on s e v e n  d a y s  n o t i c e
3 a s  s o o n  a s  c o m p e t i t i o n  b e g i n s ,  an d  t h e n  d e t a r i f f i n g ,  c o m p l e t e
4 d e t a r i f f i n g  o n c e  t h e  s i g n i f i c a n t  l e v e l  i s  r e a c h e d .  G C I
5 p r o p o s e s ,  on t h e  o t h e r  h a n d , t h a t  t h e  e x i s t i n g  30 d a y  n o t i c e
6 p e r i o d s  b e r e t a i n e d ,  t h a t  f l e x i b i l i t y  b e a l l o w e d  f o r  a l l  b u t
7 i n c r e a s e s  upon i n i t i a l  c o m p e t i t i o n ,  an d  f l e x i b i l i t y  a l s o  be
8 a l l o w e d  f o r  r a i s e s  b y  t h e  in c u m b e n t  c a r r i e r ,  t h e  d o m in a n t
9 c a r r i e r  a t  t h e  p o i n t  o f  s i g n i f i c a n t  c o m p e t i t i o n .
10 L e t  me p o i n t  o u t  one u n u s u a l  p e r h a p s  a s p e c t  o f  o u r
11 r e g u l a t i o n s .  Our r e g u l a t i o n s  w o u ld  a c t u a l l y  p r o v i d e  two
12 s e p a r a t e  p a t h s  t o w a r d s  f l e x i b i l i t y  t o  r a i s e  r a t e s .  Th e f i r s t
13 w o u ld  b e t o  be d e c l a r e d  n o n - d o m i n a n t  p u r s u a n t  t o  a l l  t h e
14 c r i t e r i a  w h ic h  a r e  s e t  o u t  t h e  d o m in a n t  and n o n - d o m i n a n t
15 d i s t i n c t i o n .  The s e c o n d  p a t h  w o u ld  be e ven  w i t h o u t  b e i n g
16 d e c l a r e d  n o n - d o m i n a n t ,  i f  t h e  m a r k e t  s h a r e  f a l l s  b e lo w  80
17 p e r c e n t ,  you a l s o  g e t  t h e  f l e x i b i l i t y  t o  r a i s e  r a t e s .  We
18 p r o p o s e d  t h e  l a t t e r  b r i g h t  l i n e  s p e c i f i c a l l y  t o  a v o i d  t h e
19 c r i t i c i s m  t h a t  p r o c e e d i n g s  r e g a r d i n g  d o m in a n c e  t a k e  t o o  l o n g
20 an d  w o u ld  d e l a y  r a t e  f l e x i b i l i t y  f o r  t o o  l o n g .
21 A s  I  s a i d ,  we b e l i e v e  t h e  30 d a y  n o t i c e  p e r i o d  s h o u l d  b e
22 r e t a i n e d .  I t  h a s  w o rk e d  w e l l  i n  t h e  l o n g  d i s t a n c e  m a r k e t .  And
23 t h e  30 d a y  p e r i o d  i s  n e c e s s a r y  f o r  t h e  C o m m is s io n  t o  weed o u t
24 i n  r a r e  o c c a s i o n s  p r o p o s a l s  t h a t  s h o u l d  n o t  go i n t o  e f f e c t
25 w i t h o u t  r e v i e w .  A l l  p a r t i e s  r e c o g n i z e  t h a t  t h e r e ' s  some s u c h



■ t$4 §1 i n s t a n c e s .  T h e r e ' s  — one o f  t h e  p o l i c i e s  s p e c i f i c a l l y  s a y s
2 t h e  C o m m is s io n  c a n  deny- i n c r e a s e s  t o  p r o t e c t  t h e  p u b l i c .  You'
3 h a v e  t o  know w h a t ' s  c o m in g ,  and h a v e  a t  l e a s t  a l i t t l e  b i t  o f
4 t im e  t o  loo'k a t  i t  t o  d e t e r m i n e  w h e t h e r  o r  n o t  y o u  s h o u l d  do
5 t h a t .
6 ACS p r e s e n t s  t h e  a f f i d a v i t  o f  Mr. McKenna t o  s u p p o r t  t h e
7 p o s i t i o n  i n  f a v o r  o f  d e t a r i f f i n g .  And i f  I  c a n  s u m m a riz e  h i s
8 a f f i d a v i t ,  i t ' s  t h a t  l e n g t h y  p e r i o d s  o f  r e v i e w  and
9 j u s t i f i c a t i o n  w i l l  i n h i b i t  c o m p e t i t i v e  m a r k e t  f o r c e s .  And I
10 t h i n k  t h e r e  a r e  two p o i n t s  t o  be made i n  r e s p o n s e .
11 F i r s t ,  i n  l a r g e  m e a s u r e ,  Mr. McKenna i s  a d d r e s s i n g  a
12 s i t u a t i o n  t h a t  d o e s n ' t  e x i s t .  U n d e r a n y  v e r s i o n  o f  t h e  r u l e s ,
13 a l l  c o m p e t i t o r s  c o u l d  i n t r o d u c e  new s e r v i c e  p a c k a g e s  w i t h o u t
14 a p p r o v a l  and w i t h o u t  s u p p o r t  on 30 d a y s  n o t i c e .  S o  t h e
15 i n n o v a t i v e  p a c k a g e s  t h a t  he t a l k s  so  much a b o u t  c a n  be
16 im p le m e n t e d  q u i c k l y  u n d e r  a n y  v e r s i o n  o f  t h e  r u l e s .
17 S e c o n d l y ,  t h e  30 d a y  n o t i c e  p e r i o d  d o e s  n o t  r e d u c e  o r
18 e l i m i n a t e  a c a r r i e r ' s  a b i l i t y  t o  c a p i t a l i z e  on i t s  c r e a t i v e
19 m a r k e t i n g  e f f o r t s .  On t h i s  p o i n t ,  I ' d  s u m m a riz e  my a rg u m e n t  t o
20 s a y  — b y  s a y i n g  t h a t  t e l e c o m m u n i c a t i o n s  p r o d u c t s  and s e r v i c e s
21 a r e  n o t  c o m p a r a b l e  t o  T i c k l e - M e - E l m o  o r  p e t  r o c k s .  T h o s e  a r e
22 t h e  o n l y  e x a m p le s  t h a t  Mr. McKenna c i t e s  w h ere a 30 d a y  h e a d
23 s t a r t  w o u ld  m a t t e r .  I n  a l l  o f  t h e  o t h e r  e x a m p le s  t h a t  he
24 c i t e s ,  N o k ia  c e l l  p h o n e s ,  1 - 8 0 0 - C o l l e c t ,  F r i e n d s  an d  F a m i l i e s ,
25 t h e  f i r s t  p e r s o n  t o  m a r k e t  a d v r n t a g e  l a s t e d  f o r  l o n g  p e r i o d s  o f



1 t i m e .  E v e n  a c c o r d i n g  t o  h i s  own t e s t i m o n y ,  i t  l a s t e d  f o r  l o n g
2 p e r i o d s  o f - t i m e .
3 We c a n  s e e  t h i s  i n  A l a s k a  w h e re  A T & T 's  A l a s k a  A i r l i n e s
4 m i l e a g e  p r o g r a m  was i n t r o d u c e d  a b o u t  12 y e a r s  a g o ,  a n d  t h e y
5 h a v e  c o n t i n u e d  u s i n g  t h a t  t o  s u c c e s s  f o r  m an y, many y e a r s .  The
6 f i r s t  c a r r i e r s  t o  m a r k e t  c o n t i n u e  t o  g e t  t h e  a d v a n t a g e  o f  t h a t
7 m a r k e t  an d  t h a t  i t  c o n t i n u e  t o  g e t  t h a t  a d v a n t a g e  e v e n  w i t h  t h e
8 30 d a y s  n o t i c e .
9 I t ' s  d o u b t f u l  t h a t  t h e  30 d a y s  n o t i c e  e v e n  a f f e c t s  t h e
10 a d v a n t a g e ,  b e c a u s e  w h at t h e  30 d a y  n o t i c e  d o e s  i s  d e l a y  b o t h
11 c a r r i e r s  b y  30 d a y s ,  n o t  j u s t  d e l a y  t h e  f i r s t  c a r r i e r  b y  30
12 d a y s .
13 I  h a v e  a few  c o n c l u d i n g  — t h a t  c o n c l u d e s  my p r e s e n t a t i o n
14 o f  t h e  s p e c i f i c  p o l i c i e s .  I  h a v e  a c o u p l e  o f  p a g e s  i f  I  m ig h t
15 w h ic h  w i l l  a d d r e s s  a few  r e m a i n i n g  t o p i c s .
16 F i r s t ,  I ' d  l i i c e  t o  make a c o u p l e  m ore com m ents r e g a r d i n g
17 t h e  a f f i d a v i t  o f  D r.  L eh m an . A s I  s a i d  b e f o r e ,  t h e r e  i s  i n  t h e
18 comments o f  D r .  Lehman w i t h  w h ic h  we a g r e e ,  o r  a t  l e a s t  — w i t h
19 w h ic h  we a g r e e  a t  l e a s t  i n  p a r t .  And one i s  h i s  e m p h a s i s  on
20 t h e  i m p o r t a n t  o f  t h e  a v a i l a b i l i t y  o f  UNEs i n  c r e a t i n g  a
21 c o m p e t i t i v e  m a r k e t  and c o n s t r a i n i n g  t h e  i n c u m b e n t ' s  m a r k e t
22 p o w e r .  We a g r e e  w i t h  D r.  Lehman t h a t  i t ' s  an  i n c r e d i b l y
23 i m p o r t a n t  f a c t o r .  We d i s a g r e e  s l i g h t l y  i n  t h a t  f o r  D r .  Lehman
24 i t ' s  t h e  t o t a l l y  s u f f i c i e n t  f a c t o r  f o r  c o n s t r a i n i n g  m a r k e t
25 p o w e r,  w h i l e  we w o u ld  s a y  i t  i s  a b s o l u t e l y  n e c e s s a r y ,  b u t  n o t



1 a l w a y s  t o t a l l y  s u f f i c i e n t  i n t o  i t s e l f .
2 A n o t h e r  f a c t o r  t h a t - w e . w o u l d  a d d r e s s  w h ic h  i s n ' t  a d d r e s s e d
3 b y  D r. Lehman i s  t h a t  t h e  UNEs h a v e  t o  be a v a i l a b l e  a t  T E L R I C
4 p r i c e s  t o  'have t h e  a p p r o p r i a t e  c o n s t r a i n i n g  e f f e c t s .  I f  UNEs
5 a r e  p r i c e d  t o o  h ig h /  t h e n  t h e  a b i l i t y  f o r  t h e  c o m p e t i t o r  t o
6 p r o v i d e  s e r v i c e s  a t  c o m p e t i t i v e  p r i c e s  g o e s  a w a y . I f  y o u  l o o k
7 a t  t h e  f o r m u l a  i n  D r. L e h m a n 's  t e s t i m o n y  a t  p a r a g r a p h  7 o f  h i s
8 f i r s t  a f f i d a v i t ,  he h a s  a f o r m u l a  t h e r e .  I f  you p l u g  i n  a UNE
9 p r i c e  t h a t  i s  t o o  h i g h ,  t h e n  i t  w o u ld  be c l e a r  t h a t  no — t h e r e
10 w o u ld  b e  no a b i l i t y  f o r  a c o m p e t i t o r  t o  c o n s t r a i n  t h e  p r i c e s  o f
11 t h e  i n c u m b e n t .
12 A c o u p l e  o f  comments r e g a r d i n g  t h e  R u r a l  C o a l i t i o n .  T h e i r
13 p r o p o s a l  b r i n g s  i n  t h e  c o n c e p t  o f  n a t u r a l  m o n o p o ly .  T h a t
14 s h o u l d  c e r t a i n l y  be d i - j c a r d e d .  One o f  t h e  b r i l l i a n t  a s p e c t s  o f
15 t h e  T e le c o m  A c t  i s  t h a t  i t  a l l o w s  c o m p e t i t i o n  e v e n  i f  one p a r t
16 o f  t h e  s y s t e m ,  s u c h  a s  t h e  l o o p ,  i s  a n a t u r a l  m o n o p o ly  b y
17 r e q u i r i n g  t h a t  p o r t i o n  t o  be s h a r e d  w i t h  a l l  c o m p e t i t o r s .
18 I  a l s o  w o u ld  l i k e  t o  r e p e a t  w hat we s a i d  i n  o u r  r e p l y
19 com m ents, t h a t  t h e  p r o p o s e d  r u l e s  on ETC d e s i g n a t i o n ,  i f
20 t h e y ' r e  t o  be c o n s i d e r e d ,  s h o u l d  be c o n s i d e r e d  i n  a s e p a r a t e
21 p r o c e e d i n g .  A l t h o u g h  t h e y  may be t a n g e n t i a l l y  r e l a t e d  t o  some
22 o f  t h e  p o l i c i e s ,  I  t h i n k  t h e y ' r e  o n l y  t a n g e n t i a l l y  r e l a t e d .
23 The p o l i c i e s  an d  p r o p o s a l s  r e g a r d i n g  ETC c o u l d  i t s e l f  h a v e
24 t a k e n  my f u l l  40 m in u t e s  o f  t i m e ,  an d  i n  f a c t  I ' m  n o t  e v e n
25 g o in g  t o  be a b l e  t o  a d d r e s s  them  a t  a l l .  I t  i s  a b i g  t o p i c


