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)

In the Matter of the Consideration )

of the Access Charge Revenue ) U- 96- 68

Requi rement of YUKON TELEPHONE )

COVPANY, | NC. ) ORDER NO. 10
)

In the Matter of the Consideration )

of the Access Charge Revenue ) U 96-71

Requi renment of BETTLES TELEPHONE, )

I NC. ) ORDER NO. 10
)

ORDER MODI FYI NG 1997 ACCESS CHARGE REVENUE
REQUI RENMENTS; AND REQUI RI NG FI LI NG

BY THE COW SSI ON:

| nt r oducti on

By Order U 96-49(9)! dated April 4, 1997, the Conmi s-
sion, anong other things, affirnmed its bench ruling that the
notions to strike the testinony of ALASCOM |INC. d/b/a AT&T
ALASCOM ( AT&T Al ascom should be granted. Al ascom had presented
testinony recomrending that the Conm ssion elimnate the I|ine
costs associated with pay tel ephones as well as the cost of the

t el ephone sets.

1O der U 96-49(9)/ U 96-50(9)/ U 96-51(9)/ U 96-52(9)/ U 96-
53(9)/U-96-54(11)/U-96-55(9)/U-96-57(9)/ U-96-58(9)/ U-96-
59(9)/ U 96-60(9)/ U 96-61(9)/ U 96-62(9)/ U 96- 63(9)/ U 96-64(9)/ U- 96-
65(9)/ U 96-66(9)/ U 96-67(9)/ U 96-68(9)/ U-96-71(9), dated April 4,
1997, and hereinafter referred to as Order No. 9.

U- 96-49(10)/ U-96-50(10)/U-96-51(10)/ U-96-52(10)/ U-96-53(10
U- 96-54(12)/ U 96-55(10)/ U-96-56(10)/ U-96-57(10)/ U-96-58( 10
U- 96-59(10)/ U-96-60(10)/ U-96-61(10)/ U-96-62(10)/ U-96-63(10
U-96-64(10)/U-96-65(10)/U-96-66(10)/U-96-67(10)/ U-
68(10)/ U 96-71(10) - (4/9/97)
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The Comm ssion further determned that it would resol ve
any remaining issues in this proceedi ng based on the pl eadi ngs and
woul d not schedule further hearings in this matter.

At issue in this proceeding is a determ nation of the
1997 access charge revenue requirenent of each |ocal exchange
carrier (LEC) and average schedul e conpany after the renoval of

the cost of pay tel ephone instrunents.

U 96-49 - Al aska Exchange Carriers Association, Inc. (AECA)

AECA recommended that the Comm ssion reduce the 1997
access charge revenue requirenent and rate per line for all
aver age schedul e conpani es by the sane percentage reduction as the
intrastate revenue requirenent for simlar cost conpanies. AECA
asserted that simlar cost conpanies are those conpanies wth | ess
t han 5, 000 access |ines.

The Comm ssion Staff concurred with the nethodol ogy
proposed by AECA.

AT&T Al ascom argued that the percentage applied to
aver age schedul e conpani es shoul d be based on the average of Bush
conpanies with less than 5,000 access lines. AECA opposed AT&T
Al ascomi s recommendati on because the term “Bush” conpani es has no
preci se neaning and it is unclear which cost conpani es bel ow 5, 000

access |ines AT&T Al ascom proposed to excl ude.

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
U- 96- 54( 12) / U- 96- 55( 10) / U- 96- 56( 10) / U- 96- 57( 10) / U- 96- 58( 10) / -
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U-96-50 - The Municipality of Anchorage d/b/a Anchorage Tel ephone
Uility a/k/a ATU Tel econmuni cati ons (ATU)

ATU recomrended that the Comm ssion adjust ATU s rate
base and expense balances to reflect the renoval of costs
associated with pay telephones, a reduction of $380,595. I n
addi tion, ATU requested that the Comm ssion consider the inpact
of other proforma adjustnents that occurred after the “bright
line” date. Specifically, a change in depreciation, a payrol
expense increase, a reduction in operator expenses, and an
increase in office | ease expense.

In a supplenental filing, ATU asserted that if the
Comm ssi on adopts Staff’s recommendation regardi ng ATU s depreci a-
tion study, then the depreciation offset would be roughly
conparabl e to any pay tel ephone adj ustnent.

Staff recommended that the Comm ssion accept ATU s
proposed adjustnent excluding other post “bright |ine” adjust-
ment s. Staff argued that ATU s depreciation study has not yet
been consi dered by the Comm ssion and includes depreciation rates
that would not be in effect until 1997. Thus, Staff argued that
t hese adjustnments do not neet the principle of synchronized costs
and demand.

AT&T Al ascom argued that the Federal Comrunications
Comm ssion (FCC) requires that the multi-line business subscriber

line charge (SLC) be assessed on pay telephones owned by the

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
U- 96- 54( 12) / U- 96- 55( 10) / U- 96- 56( 10) / U- 96- 57( 10) / U- 96- 58( 10) / -
U- 96- 59( 10) / U- 96- 60( 10) / U- 96- 61( 10) / U- 96- 62( 10) / U- 96- 63( 10) / -
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i ncunbent LECs or pay tel ephone affiliates. AT&T Al ascom furt her
argued that revenues fromthe SLC are to be used to reduce the
interstate carrier comon |line charge (CCL). AT&T Al ascom
recomended that the Comm ssion adopt the sanme approach.

ATU opposed AT&T Al asconis proposal arguing that the
Comm ssion cannot mrror federal procedures to |lower the intra-
state CCL without a state SLC. ATU argued that without a SLC, any
reduction in the intrastate CCL rate woul d be borne by the | ocal
ratepayers in violation of Section 276(a)91) of the Tel ecommuni ca-
tions Act of 1996 (The Act).

At the prehearing conference held in this mtter on

March 19, 1997, ATU withdrew its proposed depreciation offset.

U 96-51 - Arctic Slope Tel ephone Associ ati on Cooperative (ASTAC)

ASTAC proposed that its 1997 access charge revenue
requi rement be reduced to $484,113. The adjustnent related to pay
t el ephones equal s $3,300. Staff recommended that the Conmi ssion

adopt the adjustnent proposed by ASTAC.

U-96-52 - Bristol Bay Tel ephone Cooperative, Inc. (BBTC

BBTC proposed that its 1997 access charge revenue
requi renent be reduced to $352,458. BBTC asserted that the pay
t el ephone adjustnment for switched access is $3,590 and the pay

t el ephone adjustnent for special access is $13. BBTC recomended

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
U- 96- 54( 12) / U- 96- 55( 10) / U- 96- 56( 10) / U- 96- 57( 10) / U- 96- 58( 10) / -
U- 96- 59( 10) / U- 96- 60( 10) / U- 96- 61( 10) / U- 96- 62( 10) / U- 96- 63( 10) / -
U-96-64(10)/U-96-65(10)/U-96-66(10)/U-96-67(10)/U-96-
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that special access rates remain unnodified. Staff recommended

that BBTC s proposed adjustnent be adopt ed.

U-96-53 - Bush-Tell, Incorporated (Bush-Tell

Bush-Tel | requested that its 1997 access charge revenue
requi rement be reduced to $747,472. The reduction for pay
t el ephone costs equals $2,030. Staff recomrended that Bush-Tell’s

adj ust rent be accept ed.

U-96-54 - Copper Valley Tel ephone Cooperative, Inc. (CVTQO)

CVTC proposed that its access charge revenue requirenent
be reduced to $1, 203, 247. The adjustnments related to pay
t el ephones equal $53,533 for switched access and $98 for speci al
access. CVIC asserted that the adjustnent for special access was

immaterial. Staff concurred with the adjustnment proposed by CVTC

U-96-55 - Cordova Tel ephone Cooperative, Inc. (CTC)

CTC proposed that its intrastate access charge revenue
requi renent be reduced by $4,042. After the reduction for pay
t el ephone costs, CTCl's revenue requirenment equals $276, 856.
Staff concurred with the pay tel ephone adjustnent proposed by

CrCl .

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
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U-96-56 - The Gty of Fairbanks d/b/a Fairbanks Mini ci pal
Uilities System (FMJS)

FMUS proposed a $30,507 decrease to its access charge
revenue requirenent. Staff asserted that transferring pay
t el ephone expenses and plant to deregul ated accounts changes the
factor used to allocate indirect expenses and plant between
regul ated and non-regul ated activities. Staff argued that FMJS
should reconpute its Part 64 allocations to non-regul ated
operations using a new factor to reduce General and Adm nistrative
(G&A) and other costs affected by the renoval of direct pay
t el ephone costs. In reply, FMJS concurred wth the adjustnents
proposed by Staff and requested that its revenue requirenment be

adj usted by $35,051 to a total of $2,299, 958,

U 96-57 - GIE Al aska | ncorporated (GIE)

GIE proposed that its access charge revenue requirenent
be reduced by $40,221. Staff recomended that GIE s allocation
to G&A expenses be reconputed using Part 64 nethodol ogy. Staff
argued that GIE did not correctly allocate its indirect expenses
because it used a ratio of pay tel ephone revenues as the all ocator
for G&A expenses.

GIE filed a notion to accept its late reply. The reply

testi nony was submtted one day |ate and GIE argued that no party

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
U- 96- 54( 12) / U- 96- 55( 10) / U- 96- 56( 10) / U- 96- 57( 10) / U- 96- 58( 10) / -
U- 96- 59( 10) / U- 96- 60( 10) / U- 96- 61( 10) / U- 96- 62( 10) / U- 96- 63( 10) / -
U-96-64(10)/U-96-65(10)/U-96-66(10)/U-96-67(10)/U-96-

68(10)/ U 96-71(10) - (4/9/97)
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woul d be prejudiced by the mninmal delay. 1In reply, GIE concurred

with Staff’s recommendation to adjust its Part 64 all ocator.

U-96-58 - Interior Tel ephone Conpany (1TC)
| TC proposed a md-course adjustnent to its intrastate
access charge revenue requirenment in the anount of $18,650. Staff

recomended that | TC s adjustnent be accepted.

U-96-59 - Ketchikan Public Uilities (KPU)

KPU asserted that its access charge revenue requirenent
should be reduced to a total of $1,042,895. The reduction
attributable to pay tel ephone sets equals $41,506. Staff proposed

that KPU s adjustnent be accept ed.

U-96- 60 - Matanuska Tel ephone Association, Inc. (MFA)

MIA proposed a proforma adjustnent in the anount of
approxi mately $121, 637. The underlying docunentation for the
adj ustment was not included so the exact anmount of the adjustnent
was uncl ear. Staff asserted that transferring pay telephone
related expenses and plant from regulated to non-regul ated
operati ons changes the factor used to allocate indirect expenses
and plant between regulated and non-regulated operations.
Therefore, Staff recommended that MIA reconpute its Part 64
all ocations using a new factor to reduce G&T and other costs

affected by the renoval of direct pay tel ephone costs.

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
U- 96- 54( 12) / U- 96- 55( 10) / U- 96- 56( 10) / U- 96- 57( 10) / U- 96- 58( 10) / -
U- 96- 59( 10) / U- 96- 60( 10) / U- 96- 61( 10) / U- 96- 62( 10) / U- 96- 63( 10) / -
U-96-64(10)/U-96-65(10)/U-96-66(10)/U-96-67(10)/U-96-
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In reply, MIA asserted that it did not originally submt
an adjustnent to its Part 64 allocations because it intended to
transfer its pay tel ephone assets to an affiliate. MIA asserted
that it no | onger planned to nake that transfer and agreed to nake

t he adj ust nent proposed by Staff.

U 96-61 - Mikl uk Tel ephone Conpany, |nc. (Mikl uk)
Mukl uk proposed a m d-course correction to its intra-
state access charge revenue requirenent in the amount of $2, 003.

Staff recommended that the adjustnent be accepted.

U-96- 62 - Nushagak Tel ephone Cooperative, Inc.(NTCl)
NTCl proposed a total access charge revenue requirenent
in the amount of $7,563. Staff recommended that NTC's adj ustnent

be adopt ed.

U 96-63 - OTZ Tel ephone Cooperative, Inc. (OT2)

OTZ proposed a pay tel ephone adjustnent in the anount
of $9,617. Staff recomended that OIZ' s adjustnment be accepted.
U-96-64 - Summt Tel ephone & Tel egraph Conpany of Al aska d/b/a
Summit Tel ephone Conpany (Summit)

Summt proposed a reduction in its intrastate access
charge revenue requirenment in the anount of $2,342. Staff

recomended that Summt’s adjustnent be adopted.

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
U- 96- 54( 12) / U- 96- 55( 10) / U- 96- 56( 10) / U- 96- 57( 10) / U- 96- 58( 10) / -
U- 96- 59( 10) / U- 96- 60( 10) / U- 96- 61( 10) / U- 96- 62( 10) / U- 96- 63( 10) / -
U-96-64(10)/U-96-65(10)/U-96-66(10)/U-96-67(10)/U-96-

68(10)/ U 96-71(10) - (4/9/97)
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U-96-65 - Tel ephone Utilities of Alaska, Inc. (TUA

TUA proposed a total access charge revenue requirenment
in the amount of $1,526,493, a reduction of $19, 149. St af
asserted that TUA s revenue requirenment should be further adjusted
to reflect the transfer of pay telephone related expenses from
regul ated to non-regul ated accounts. Staff recomended that TUA
reconpute its Part 64 allocations. In reply, TUA concurred with

t he adjustnents proposed by Staff.

U 96-66 - Tel ephone Utilities of the Northland, Inc. (TUN)

TUNI proposed that its intrastate access charge revenue
requi renent be reduced by $74,532 to reflect the renoval of pay
t el ephone costs. Staff recommended that TUNI's revenue require-
ment be further adjusted to reflect the transfer of pay tel ephone
expenses from regulated to non-regul ated operations. In reply,

TUNI did not disagree with the adjustnents proposed by Staff.

U 96-67 - United Uilities, Inc. (UU)
UU proposed an adjustnent of $22,477 to its intrastate
access charge revenue requirenent. Staff concurred with UU’s

proposed adj ust nent.

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
U- 96- 54( 12) / U- 96- 55( 10) / U- 96- 56( 10) / U- 96- 57( 10) / U- 96- 58( 10) / -
U- 96- 59( 10) / U- 96- 60( 10) / U- 96- 61( 10) / U- 96- 62( 10) / U- 96- 63( 10) / -
U-96-64(10)/U-96-65(10)/U-96-66(10)/U-96-67(10)/U-96-
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U- 96- 68 - Yukon Tel ephone Conpany, Inc. (YTC
YTC proposed that its 1997 access charge revenue
requi rement be reduced by approximately $4,034. Staff recomrended

that YTC s adjustnent be accept ed.

U-96-71 - Bettles Tel ephone, Inc. (BTI)

BTl proposed a reduction of $1,209 in its intrastate
access charge revenue requirenent. Staff noted that BTl did not
include any adjustnent to its G&A expenses to reflect the transfer
of pay telephone activities from regulated to non-regul ated
operations. However, given the inmmateriality of such an adjust-
ment, Staff recomrended that BTI's adjustnment be accepted as

filed.

Di scussi on

The Comm ssion has determned that the 1997 access
charge revenue requirenents of all LEC s and average schedul e
conpani es nust be nodified by April 15, 1997, to conply with the
FCC directives regarding the renoval of pay tel ephone costs from
access charge revenue requirenents. By Oder U 96-49(7)? dated
January 21, 1997, the Comm ssion, anong other things, determ ned

that it would release its decision in bench order at the earliest

That Order was issued as a joint decision in Dockets U 96-49
t hrough U-96-68 and U 96-71.

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
U- 96- 54( 12) / U- 96- 55( 10) / U- 96- 56( 10) / U- 96- 57( 10) / U- 96- 58( 10) / -
U- 96- 59( 10) / U- 96- 60( 10) / U- 96- 61( 10) / U- 96- 62( 10) / U- 96- 63( 10) / -
U-96-64(10)/U-96-65(10)/U-96-66(10)/U-96-67(10)/U-96-

68(10)/ U 96-71(10) - (4/9/97)
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possi ble date. Al parties were telephonically notified of the
Comm ssion’s decision on April 8, 1997.

The Conmmi ssion has reviewed AECA's filing and has
determ ned that AECA's overall proposal is acceptable and should
be adopted. The Comm ssion has further determned that the
average schedul e formula should be adjusted to reflect the change
observed by typical small cost tel ephone conpani es when conplying
with the requirenent for renoval of the pay tel ephone costs.

The Conmm ssion notes that the only contested issue
regardi ng AECA' s proposal was whet her the Average Schedul e Formul a
shoul d be adj usted based on all cost conpani es under 5,000 or only
the “Bush” conpanies under 5,000 Iines. The Comm ssion has
determned that it cannot accept AT&T Al ascomi s proposal to use
“Bush” conpani es under 5,000 because AT&T Alascomfailed to define
the term“Bush”. In addition, AT&T Al ascomfailed to explain why
only “Bush” conpanies should be included in calculating this
adj ustnent, and how, if adopted, AT&T Al ascomis proposal would
have made a material inpact. Thus, the Comm ssion has determ ned
that all conpanies under 5,000 |ines should be considered when
adj usting the fornula proposed by AECA

The Comm ssion has further determned that ATU s proposed

adj ust nent, excl udi ng other post “bright line” adjustnents, should

be adopt ed. By Order U 96-50(6), dated Decenber 26, 1996, the

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
U- 96- 54( 12) / U- 96- 55( 10) / U- 96- 56( 10) / U- 96- 57( 10) / U- 96- 58( 10) / -
U- 96- 59( 10) / U- 96- 60( 10) / U- 96- 61( 10) / U- 96- 62( 10) / U- 96- 63( 10) / -
U-96-64(10)/U-96-65(10)/U-96-66(10)/U-96-67(10)/U-96-
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Comm ssi on, anong ot her things, upheld the “bright line” rule that
expenses nust be included by July 15 in order to be included in
a utility's annual access charge filing. The Conmm ssion has
determ ned that excluding the post “bright line” adjustnents to
payrol | expense, operator expense, and office | ease expense neet
the principle of synchronized costs and demand.

The Conm ssion has further determ ned that AT&T Al asconis
proposal to reduce the intrastate CCL should be rejected. As
noted by ATU, Al aska does not have a state SLC to offset a
reduction in the intrastate CCL rate.

The Comm ssion has further determned that the 1997
access charge revenue requirenent of ASTAC, BBTC, Bush-Tell, CVIC
Cordova, |TC, KPU, Mikluk, NCTI, OrZ, Summt, UU, YTC and
Bettles, should be adopted as fil ed.

The Comm ssion has further determned that the 1997
access charge revenue requirenent of FMJS, GIE, MIA, TUA, and TUN
must be reconputed in accordance with Staff’s recommendation
regarding Part 64 allocations.

AECA is required to file a md-course correction to its
access charge rates by April 11, 1997. The Conmm ssion has further
determ ned that revised access charge rates nust be placed in

effect by April 15, 1997.

U- 96- 49( 10) / U- 96- 50( 10) / U- 96- 51( 10) / U- 96- 52( 10) / U- 96- 53( 10) / -
U- 96- 54( 12) / U- 96- 55( 10) / U- 96- 56( 10) / U- 96- 57( 10) / U- 96- 58( 10) / -
U- 96- 59( 10) / U- 96- 60( 10) / U- 96- 61( 10) / U- 96- 62( 10) / U- 96- 63( 10) / -
U-96-64(10)/U-96-65(10)/U-96-66(10)/U-96-67(10)/U-96-

68(10)/ U 96-71(10) - (4/9/97)
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Finally, the Conm ssion notes that it may reverse or
nmodi fy any deci sion reached in these proceedi ngs dependi ng on the
out cone of the pending and potential future appeals of the FCC s

pay tel ephone orders.

ORDER
THE COW SSI ON FURTHER ORDERS:

1. The access charge rates of |ocal exchange carriers’
operating in Alaska nust be nodified as nore fully described in
t he body of this Order.

2. By 4 pm, April 11, 1997, the Al aska Exchange
Carriers Association, Inc., shall file a tariff revision to effect
the md-course adjustnents to the several access charge revenue
requi renents as approved by this Oder.

3. By 4 p.m April 11, 1997, the Al aska Exchange
Carriers Association, Inc., shall file a md-course adjustnent to
the access charge revenue requirenent of the average-schedul e
conpani es.

E@gED AND EFFECTI VE at Anchorage, Al aska, this 9th day of April,
BY DI RECTI ON OF THE COW SSI ON

(Comm ssi oners Ti m Cook, and
James M Posey, not participating.)

( SEAL)
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