STATE OF ALASKA

THE ALASKA PUBLIC UTILITIES COW SS| ON

Bef ore Comm ssi oners: Sam Cott en, Chairnman
Alyce A Hanl ey
Dw ght D. Ornqui st
Ti m Cook
Janes M Posey

In the Matter of the Consi der- )
ation of Reformof Intrastate ) R-97-5
| nt erexchange Access Charge )
Rul es ) ORDER NO. 7
)
In the Matter of the Consider- ) R-97-6
ation of Intrastate Universal )
Servi ce ) ORDER NO. 7
)
_ )
In the Matter of the Sel ection of )
an Adm ni strator of the Al aska ) U- 98- 168
Uni versal Service Fund and O her )
| mpl enent ati on | ssues ) ORDER NO. 1
)

ORDER ADOPTING REGULATIONS AND CHANGES TO MANUAL,
OPENING DOCKET TO CONSIDER AUSE ADMINISTRATOR;
AND ESTABLISHING MEETING AND FILING REQUIREMENTS

BY THE COWM SSI ON:

By Oder R97-5(3)/R97-6(3), dated My 29, 1998
(hereinafter Order No. 3), the Conm ssion issued proposed changes
to regulations and the Alaska Intrastate |nterexchange Access

Charge Manual (hereinafter "Access Charge Manual" or "Manual").!?

Departnment of Law File No. 993-98-0162.

R-97-5(7)/ R 97-6(7)/ U 98-168(1) - (11/23/98)
Page 1 of 55



In Oder No. 3, the Comm ssion invited public coment on proposed
changes to the Access Charge Manual (contained in Appendix Ato
the Oder); revisions to Conmssion regulations at 3 AAC
48. 275(b), 3 AAC 48.430, 3 AAC 48.440, and 3 AAC 48.820; and a new
article on universal service at 3 AAC 53.300 - 3 AAC 53. 399.

Comments were received fromthe following entities: the
Al aska Tel ephone Associ ation (ATA); the Al aska Exchange Carriers
Associ ation, Inc. (AECA); Alascom Inc. d/b/a AT&T Al ascom ( AT&T);
ATU Long Distance, Inc. (ATU-LD); the Minicipality of Anchorage
d/ b/a Anchorage Tel ephone Utility a/k/a ATU Tel ecomruni cati ons
(ATU); & Conmmunication Corp. d/b/a General Comrunication, Inc.,
and d/b/a GO (GCl); GIE Alaska, Incorporated (GIE); PTI
Communi cations (PTIC);2 the Rural Coalition of Alaska (Rural
Coalition);® Summt Telephone and Telegraph Conpany, Inc.
(Summt); and United Utilities, Inc. (UU).

Reply comments were received from the follow ng
entities: ATA, AT&T Alascom ATU, G&CI, GIE, PTI, the Rural

Coalition, and UU

The filing by PTIC was a joint filing for Tel ephone
Uilities of Alaska, Inc.; Telephone Utilities of the Northl and,
Inc.; and PTI Communications of Alaska, Inc.; collectively
referred to as PTIC.

5The Rural Coalition represents Arctic Slope Telephone
Associ ation Cooperative, Inc.; Al aska Power & Tel ephone Conpany;
Bri stol Bay Tel ephone Cooperative, Inc.; Copper Valley Tel ephone
Cooperative, Inc.; Ketchikan Public UWUilities - Telephone
Di vision; OTZ Tel ephone Cooperative, Inc.; and Tel Al aska, Inc.
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On August 24, 1998, a joint consensus regarding certain
issues was filed by and between AT&T Al ascom ATU LD, ATU, AECA,
GIE, &Cl, PTl, the Rural Coalition, ASTAC, and UU .

A hearing was held before the Comm ssion on August 24-
25, 1998. At the hearing, AECA, AT&T, ATU, ATU- LD, &, GIE, PTI,
the Rural Coalition, and UU comrent ed.

By Oder R 97-5(5)/R97-6(5), dated Cctober 2, 1998, the
Comm ssion issued for cooment a Conm ssion Staff (Staff) Report
dat ed Septenber 15, 1998 (hereinafter, "Second Report"), and a
Departnent of Law (DOL) Menorandum dated Septenber 14, 1998
(hereinafter, "DOL nenoranduni). The Comm ssion noted that
Staff's second report proposed a cost-recovery nmechani smwhi ch had
not been addressed by commentors. In that Order the Comm ssion
requested witten comments on the new cost-recovery nechani sm and
t he DOL nenorandum The Comm ssion also scheduled a Specia
Public Meeting for Cctober 14, 1998, for the purpose of addressing
the DOL nmenmorandum and Staff's second report; comments received
in response to Staff's Second Report; and the proposed changes to
the Manual and Conmmi ssion regulations, previously set out in
Appendi ces A and B, respectively, to Order No. 3.4

On Cctober 9, 1998, the participants involved in filing

t he August 24, 1998, Joint Consensus filed a supplenent to its

*A Staff prepared summary of the comments filed on Cctober 7,
1998, is attached at Appendi x C.
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Joi nt Consensus that addressed nontraffic sensitive (NTS) cost
recovery for nonpooling | ocal exchange carriers (LECs).

By Oder R 97-5(6)/R97-6(6), dated Cctober 9, 1998, the
Comm ssi on provided notice that commentors would be allowed up to
twenty mnutes at the Cctober 14, 1998, special public neeting to
address issues raised by Staff's Second Report and the DOL

menor andum

Di scussi on

At its Special Public Meeting of OCctober 14 and 16,
1998, the Comm ssion adopted changes to its regulations and the
Manual which, to a limted extent, differ from the proposed
regul ati ons and manual attached as exhibits to Oder No. 3. Those
changes and other significant features of the final regul ations
are di scussed under the followi ng two main subheadi ngs: Access
Charge Revisions and Universal Service Reform. The third section
provides further direction to Staff, AECA, and other entities
i nvol ved in access charge or universal service reformto assist

in inplenmentation of the new system by January 1, 1999.

ACCESS CHARGE REVISIONS
Pooling

Background: In Order No. 3, the Comm ssion proposed

adding the follow ng | anguage to 8 001 of the Manual:
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An | LEC [i ncunbent | ocal exchange carrier] shall not
participate in the access charge pool after a
certificated CLEC [conpetitive | ocal exchange carrier]
provi des | ocal swtched access service in the ILEC s
service area through the CLEC s facilities or through
unbundl ed rate el enents.

This section proposes nandatory depooling and is
opposed by ATU and AECA. ATU stated that until the Comm ssion
conpr ehensi vel y addresses the financial inplications of an I LEC s
hi storical "carrier of last resort"” obligations, it is unfair
i nequi tabl e, and possibly confiscatory to require an ILEC to exit
the pool. AECA noted that in the federal counterpart, NECA ° an
LEC may withdraw fromthe traffic-sensitive pool while remaining
in the NIS pool. AECA stated that while an LEC may choose to
withdraw from AECA's pool for conpetitive reasons, other
consi derations mght cause it to choose not to wthdraw - e.g.,
the efficiency of funds managenent.

The majority of the comentors either supported

mandat ory depooling in the face of conpetition (ATA, AT&T, GC

PTI) or voiced no objection to the provision (Rural Coalition

uul) . GCl stated that depooling nust be mandatory as |ong as
pool ed NTS costs are recovered via a bulk bill. G ven a bulk
bill, ILECs would be totally protected fromthe rate effects of

conpetition. GCl also asserted that if ATU were to remain in the

NTS pool, the interexchange carriers (I1XCs) would have to continue

*NECA" is the National Exchange Carriers Association, Inc.
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paying for ATUs NIS costs even if the I XCs substantially reduced
their use of ATUs NTS facilities. GC also noted that the NECA
parallel cited by ATU is inexact because NECA does not rely on a
bulk bill to fund NTS costs, but rather relies on a conbination
of the subscriber line charge (SLC) and a per-mnute common
carrier line charge (CCLC). Hence, | XCs that do not use an |LECs
facilities can avoid paying its NIS costs since the carrier CCLC
can easily be bypassed.

Deci sion: The Commi ssion affirnms the policy proposed
in Order No. 3 which prohibits CLECs from participating in the
AECA pool, which requires ILECs to participate in the AECA pool
until they face |ocal exchange/access conpetition. Upon the
commencenent of conpetition, the |ILEC nust exit the AECA pool.

The argunents for and agai nst mandatory depooling can
be traced back to the structure of the bulk bill. The bulk bil
has proven to be a very effective nechanismfor ensuring that |XCs
contribute towards the NIS costs of the nonconpetitive LECs
participating in the pool.

Because the bulk bill is the | argest conponent of the
AECA pool, and the portion in which ATU wishes to remain, it is
useful to reflect on the Comm ssion's original rationale for its
adoption. The bulk bill approach was originally suggested by AT&T
Al ascom then the sole contributor to the AECA pool, and was

approved by the Commssion in Oder R-87-1(11), dat ed
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Oct ober 26, 1989. In that Order the Conm ssion reasoned as

fol | ows:
Under bulk billing, collection of a |arge portion of
t he LECs annual revenue requirenent is assured and
insulated frompotentially inaccurate determ nation of
billing units (demand). Use of the bulk bill to
collect NTS costs will also provide an even cash fl ow
to the LECs, whereas seasonal fluctuations in demand
woul d cause an uneven cash flow if NIS costs were
coll ected on a usage sensitive basis. The Comm ssion
also finds valid the argunent that NTS costs by their
nature do not fluctuate with traffic and shoul d not,
or at least need not, be collected on a per mnute
basis rather than on a flat basis.

Order R-87-1(11), pp. 16-17

As provided in the Manual, when GO joi ned AT&T Al ascom
as an | XC pool contributor, their joint contributions to the pool
began to be apportioned on a nmarket-share basis, neasured by
retail mnutes of use (MOU). The nmethod by which I XCs contri bute
to the pool is totally decoupled fromthe nmethod by which |ILECs
draw support fromthe pool. This decoupling is a highly effective
means of ensuring support for nonopoly local service while
al l om ng vigorous conpetition in interexchange markets.

However, the very qualities that make the statew de
bulk bill relatively invul nerable to bypass pressures al so nake
it inappropriate for use in a conpetitive market with multiple
LEGs. The existing recovery nmechanismis not conpatible with
| ocal exchange conpetition. It ensures the ILEC will recover the

toll related portion of its NTS costs, regardl ess of how well or
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how poorly it fares in the conpetitive market. For instance, even
if an ILEC were to lose half its local custoners, it could
potentially continue to recover the sanme | evel of NIS revenue from
the | XCs, via the pooled bulk bill. The Comm ssion recognizes
that allowng an ILEC facing conpetition to remain in the poo
woul d insulate it from conpetition and discrimnate against the
CLEGCs.

Allowing an ILECto remain in the pool could provide it
with a guaranteed revenue stream and assured recovery of NIS costs
that would not be available to conpeting |ocal carriers. The
Comm ssi on al so recogni zes that it would not be practical to solve
this discrimnation problem by addi ng the new conpetitors to the
pool .

First, it wll be difficult, if not inpossible, to
mngle rate-of-return regulated carriers wwth those who are not
so regul ated. Second, if conpeting carriers are allowed into the
pool, this could potentially balloon the size of the pool and
burden 1 XCs (and their custoners) with excessive levels of NTS
costs - those of the incunbent plus those incurred by the various
new entrants. Since NTS costs do not necessarily decline when an
| LEC | oses market share, and since new entrants may build new NTS
facilities that do not fully exploit potential economes of scale,
the total size of the pool could rapidly escalate if new entrants

are given the option of joining the pool. The Comm ssi on,
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therefore, agrees with the majority of commentors that it is
necessary to require |ILECs facing conpetition to exit the pool.
The Comm ssion is not persuaded by ATU s "taking"
argunent; the Comm ssion does not believe that it is necessary to
conpletely shield incunbents from conpetitive pressures. It is
neit her desirable nor necessary for ILECs to remain in the AECA
pool in order to have a reasonable opportunity to recover their
NTS costs. The treatnent of depooled LECs that the Conm ssion

adopts herein (see sections below | abel ed NTS Cost Recovery for

Nonpooling ILEGCs and CLEGCs) is a fair and equitable one. I t

provides the ILECs with a reasonable opportunity to continue to
recover the intrastate toll portion of their NTS costs fromthe
| XCs that use their network. To the extent they |ose market
share, or otherwise have difficulty in maintaining their NTS-
rel ated revenue stream there will be offsetting opportunities to
garner additional revenues and profits from other markets. For
exanple, while ATU may | ose sonme NIS related revenues due to
encroachnments by GCl-LEC, ATU has the opportunity to gain new
revenues in the long distance market through its affiliate, ATU
LD
Carrier Withdrawal Mechanism

Backgr ound: As di scussed above, the Conm ssion

proposed, in Order No. 3, that an | LEC woul d be required to remain

in the AECA pool until a conpetitive "trigger" required themto
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| eave. The trigger would occur when a certificated CLEC provides
| ocal switched access service in an |ILEC s service area through
the CLEC s own facilities or through unbundled rate el enents.
CLECs woul d not have been permtted in the AECA pool under any
scenari o.

Al t hough w de-ranging opinions on these issues were
voiced in the two rounds of coments, they have been partly
superseded by the proposals in the Joint Consensus. According to
the Joint Consensus, a carrier's wthdrawal from the AECA poo
shoul d be consistent with the guidelines sunmari zed bel ow

1. An ILEC would give at |east 60 days' witten

notice to AECA and t he Conmm ssi on.

2. Reconputation by AECA, wthin 30 days
foll ow ng such notice, of the pool ed access charges,
consi stent wth Manual 8703(a) — (I).

3. Revised tariffs based on the reconputation to
become effective 30 days after filing with the
Comm ssion, coinciding with the ILECs date of
wi t hdr awal .

4. The Comm ssion to disapprove or nodify any
such tariff that is unjust or unreasonable or unduly

ei ther favors or disadvant ages any custoner.
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Staff contended that while the commentors are generally
correct that the nodification of the AECA tariff requires nore
lead tine followwng the exit of an ILEC, it believes that the
consensus proposal requires further refinenent 1in severa
respects. First, Staff argued it is not appropriate for the |ILEC
(or the CLEC for that matter) to provide the triggering notice.
| nstead the trigger should be based upon certification of the
first CLEC in the ILEC s service area that is authorized to
provide intrastate interexchange access service using its own
facilities or wusing unbundled elenents. Accordingly, Staff
recommended that when the Comm ssion grants a certificate of this
type, it also should direct the ILEC and the AECA to neke the
appropriate tariff filings. Staff noted that although this places
greater responsibility on the Comm ssion to coordi nate market
entry, it is a function nore appropriately undertaken by the
Comm ssion than delegated to either the ILEC or the CLEC. |If one
of these entities is required by rule to invoke the trigger, but
it fails to do so, extensive delays could be experienced until the
necessary enforcenent process was invoked in order to force the
LEC in question to fulfill its responsibility.

Second, Staff argued that current tariff filing
requi rements for AECA should remain in place. Staff stated that
the entities did not provide sufficient justification for

automatic tariff approval on a shortened tine line and that, in
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any case, revised AECA rates will need to be coordinated with the
filing, notice, review, and approval of the ILEC s access tariff.
G ven that the ILEC s tariff filing may also include a petition
to deaverage access rates, Staff stated that a m ni nrum of 45 days
for Comm ssion consideration wll be absolutely necessary.

The only objection to Staff's proposal was that it
could lead to premature exit of an ILEC fromthe AECA pool if the
Comm ssion certificated a facility based CLEC that initially
proposed to provide service only through resale.

Deci si on: The Comm ssion has determned that the
carrier w thdrawal nechani sm proposed in Order No. 3 is sound in
concept but requires additional detail in order to work
successfully. Specifically, the Comm ssion believes that it is
necessary to tie the exit date of the ILEC fromthe AECA pool to
the date that the first CLEC will begin providing facilities-based
access service.® The Conmi ssion believes that the |[|anguage
proposed by Staff as further nodified at the special public
nmeeting on October 16, 1998, acconplishes this goal while also
addressing PTIC concerns regarding premature exit of the ILEC from
t he AECA pool. Accordingly the Comm ssion adopts the foll ow ng

| anguage for 88 001(d)-(e) of the Manual:

" Facilities-based access service" refers to a CLEC s use of
its owmn facilities or unbundl ed network el enents to conpete in an
| LEC s service area.
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(d) Participation in the access charge pool by
an ILEC is mandatory until the exit date specified by
comm ssion order. The exit date will be specified in
the sane order that issues a certificate of public
conveni ence and necessity to the first CLEC to provide
| ocal swtched access service, through the CLEC s
facilities or through unbundl ed rate elenents, in the
| LEC s service area. The exit date shall be
coordinated by the commssion to coincide wth
approval or revision of the ILEC s access tariff, the
CLEC s access tariff, AECA's revised access tariff,
and the commencenent of service by the CLEC utilizing
unbundl ed network elenments or its own facilities.
Participation by the ILEC in the AECA pool is
prohi bited on or after the exit date.

(e) Participation by a CLEC in the access
charge pool is prohibited.
Changes to the Pool Bulk Bill
Background: In Order No. 3, the Conm ssion proposed to
cal cul ate market share (for purposes of distribution of the pooled
bul k bill between | XCs) based on "access" MU rather than "retail”
MOU.  The Conm ssion al so proposed to dispense with the weighting
of MU in the calculation of market share. There appears to be
little, if any, objection to these changes.
Deci sion: The Comm ssion affirns its proposal in Oder
No. 3 to elimnate bulk bill weighting and to shift fromretai
MU to access MOU as a neasure of narket share. As the Comm ssion
recognized in that Oder, the shift fromretail to access m nutes
i s necessary because the bulk bill wll no |longer recover the NTS
costs of all LECs as ILECs | eave the AECA pool. A retail mnute,

whi ch i ncludes both an originating access mnute and a termnating

R-97-5(7)/ R 97-6(7)/U-98-168(1) - (11/23/98)
Page 13 of 55



access mnute, can span from the wire center of a conpetitive
(nonpooling) LECto the wire center of a nonconpetitive (pooling)
LEC. For that reason, it makes nore sense to break the retai
mnute into its conponent originating and term nating access
mnutes and to include in the pooled bulk bill only the access
m nut es associated with nonconpetitive, pooling LECs.’

Al t hough the current bulk bill includes a weighting
system the Comm ssion has determned that it will not retain this
aspect of the existing system No support for maintaining these
wei ghting el enents was stated in witten or oral comments, and the
Conmm ssion believes these weighting elenents can safely be
di spensed with. [|XCs are increasingly noving away from m | eage
banded retail rates, and to a |esser extent, from tinme-of-day
(TOD) differentials. Elimnation of the weighting system wl|
simplify the bulk bill calculations and sinplify the process of
converting to a nechani sm based upon access m nutes rather than
retail m nutes.

The Comm ssion recognizes that elimnation of the
wei ghting system could potentially result in a shift in the
overall pattern of retail toll rates. For instance, elimnation

of the TOD differential could conceivably induce I XCs to nodify

"The switch fromretail to access mnutes also neans, as
suggested by GCI, that it is no longer necessary to include
surrogate mnutes for private lines that are now provided for in
8105(e) of the Manual. Therefore, that section should be
r epeal ed.

R-97-5(7)/ R-97-6(7)/U-98-168(1) - (11/23/98)
Page 14 of 55



their retail rates in a manner that wll be favorable to business
custoners and unfavorable to residential custoners, who tend to
pl ace nore of their calls in the off-peak evening, night and
weekend time periods.

Simlarly, elimnating the urban/rural weights wll
tend to shift costs away fromurban areas and towards rural areas.
However, the primary beneficiary of this systemis AT&T Al ascom
which is not urging its continuation. Provided the |IXCs continue
to charge statewide uniformretail rates (as required by 3 AAC
52.370(a)), elimnation of this aspect of the current system nmay
not have a significant adverse inpact on rural |ong distance
custoners. If it proves necessary to provide explicit high cost
support for rural areas in order to maintain the viability of
statewi de average toll rates and to protect rural custoners from
excessive long di stance charges, this can be acconplished through
an uni versal service fund (USF) or through further refinenent of
the access charge system In this regard, it is inportant to note
that in this proceeding the Commssion is dealing wth
transitional nodifications to the access charge rules. There w |
be an opportunity to revisit this and other issues in a subsequent

phase of this proceeding.

NTS Cost Recovery for Nonpooling ILECs and CLECs
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Background: In Oder No. 3, the Comm ssion proposed (in
8§ 104 of the Manual) that a portion of the NTS costs of depool ed
| LECs and CLECs be recovered via a charge paid by the | XCs based
upon a flat rate per presubscribed line. This flat per-line rate
desi gn has been referred to as a "PICC," since it is simlar to
t he Federal Comuni cations Comm ssion's Pl CC (presubscribed inter-
exchange carrier charge). In this Oder the Commssion will also
adopt this term nol ogy.

Section 104(d) of the proposed regul ati ons woul d have
allowed a carrier to petition for deaveragi ng of the PICC, which
must ot herwi se be averaged throughout the LEC s serving area under
8§ 116(a). Section 104(e) would prohibit IXCs from passing the
PICC directly through to end-users as a separate |line item charge.

The proposed PICC approach drew |limted support from
comrentors in the initial round of coments. For instance, the
Rural Coalition stated that the PICC best allows for the
deaveraging that wll be needed in facing conpetition. GIE stated
that the proposed per-line nethodology is admnistratively sinple
and nondi scrimnatory and agrees that if an NTS rel ated access
rate elenent is used, it should be assessed on a flat-rated, per-
line basis, regardless of line type. GIE also argued that the
PICC still involves an inplicit subsidy that nust ultimtely be
replaced to provide correct market signals and to preclude

uneconom ¢ choi ces, cream skinmm ng, and arbitrage. GTE ar gued
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that the PICCis discrimnatory in that only | XCs woul d provide
support. PTIC expressed a preference of the Pl CC over the current
bul k bill system

Sonme commentors argued that | XCs should be free to pass
the PICC directly through to end users. This is a crucial
di fference, since the proposed rules would preclude direct pass-
through of the PICC. The pass-through prohibition was a cruci al
el ement of the proposed nechani sm which was intended to nmake the
PI CC | ess disruptive to end users.

A nunber of the commentors suggested that there were
serious flaws with the PICC approach. For one thing, it would
place the entire burden of toll-related NIS support on the
particular |1 XC that is presubscribed for outgoing toll calls.
This is different fromthe approach used in the rest of the state
(1.e., the nonconpetitive areas), where NIS costs are recovered
frommultiple I XCs, in proportion to their share of the overal
mar ket, including both originating and termnating traffic. As
& pointed out, if a PICCis used in Anchorage, while a bulk bill
continues to be used el sewhere in the state, no NIS costs wll| be
recovered fromtermnating access mnutes in Anchorage, whereas
termnating access mnutes in all other locations will carry
access charges.

Furthernore, as several entities noted, the PICC

approach can be avoi ded by dial-around carriers, thereby providing
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an undue cost advantage to carriers that originate traffic using
calling cards, 800 nunbers, and dial-around access codes (e.g.
10XXXXX). The entire burden of the NTS costs would be borne by
presubscribed | XCs, with none of these costs being borne by other
| XCs, despite the fact that other | XCs al so benefit fromthe NTS
facilities in question. &Cl further pointed out that the PICC
gives | XCs the incentive to configure the PBXs® of |arge custoners
ininefficient ways, segregating trunks carrying intrastate tol
traffic fromthose carrying local and interstate traffic.

&Cl also noted that PICCs would exist only in a few

conpetitive areas while bulk-bill NTS recovery would continue to
exist in all other |ocations. Differences between the PICC
approach and the bulk bill approach could potentially create

distortions in the market, since IXCs wuld face markedly
different NTS-related cost structures in different parts of the
state, yet are required to levy statewi de average toll rates.
PTIC said the PICC is an inprovenent over the current bulk bil
but will not be sustainable in the |Iong run because the proposed
system creates too many incentives to bypass.

ATU-LD and GCI pointed out that sone of the alleged
probl ens associated with the PICC would vanish if it were passed
through to end users (or if a pure SLC were used instead). A

simlar solution was favored by AT&T Alascom and by GIE, which

8" PBXs" refers to private branch exchanges.
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insisted that the burden of |oop costs should fall on individual
end users, not | XCs, since they are supposedly the "cost causer."
As GTE noted, this would solve the bypass problem and could be
applied to pool ed and nonpool ed LECs ali ke.

GCl stated that w thout a pass-through, | XCs would have to
recover the PICC through usage-based charges, and this usage-based
price signal to consumers woul d defeat the theoretical advantage
of the PICC. GCl also argued that if the PICC could be passed
t hrough, the nmajor problens of gamng the systemw || be avoi ded.

ATU- LD argued the sane point and added that restricting
pass-through woul d del ay | ong di stance usage rate decreases which
should result from the access charge reforns. If I XCs nerely
continue to charge the sane per-mnute rates, ATU LD clained
little will have been acconplished by this access charge reform
ATU-LD al so stated that the proposed prohibition would mandate
inplicit subsidies between |ong distance users — sonme wll pay
more than their share of costs while others will pay |Iess,
depending for the nost part on their usage |evels.

In place of the PICC, GCI proposed a per-m nute CCLC
& argued that the per-mnute CCLC represents only an increnental
change fromthe present bulk bill system rather than a whol esal e
revision, and would permt a gradual transition to a nore
conpetitive market. GCl also contended that custoners who nmake

fuller use of the network contribute to the cost of the network.
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The Rural Coalition supported the per-m nute approach, at
| east as a transitional neasure, as long as both I LECs and CLECs
are required to use it and deaveragi ng on an exchange basis is
permtted. But the Rural Coalition noted that heavier toll users
m ght pay nore than their fair share of NIS costs while |ighter
users mght pay less than their fair share.

Regarding the PICC, the Rural Coalition responded that
a PICC passed through to end users is essentially a SLC that
renoves all [XC NIS support in favor of what anobunts to an
increase in local rates. The Rural Coalition pointed out that a
SLC approach has previously been rejected by the Comm ssion
because of its "chilling effect” on universal service. UU stated
that the | XCs are paying for the use of NIS facilities and, |ike
ot her costs of doing business, the NIS charges shoul d be recovered
through toll rates.

Staff argued that the commentors have denonstrated that
t he proposed PI CC approach is flawed. Staff echoed the comments
of others that suggested that if it were applied only to
conpetitive areas, it would create unacceptabl e market distortions
since the I XCs woul d face markedly different NTS related rates in
conpetitive areas (which would utilize the PICC) and in non
conpetitive areas (which would utilize the bulk bill). Staff also
agreed that the proposed prohibition against pass-through of the

PICC is problematical because: it may not be sustainable; it
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could be too abrupt a shift from | ongstanding patterns of cost
recovery (given the Commi ssion's goal for this phase of this
proceeding); it could | ead to geographical |l y-deaveraged rates; and
it could lead to high-cost rural custoners subsidizing |ow cost
urban custoners.

In place of the PICC, Staff proposed a Carrier and Area
Specific Bulk Bill (CASBB). Under the CASBB, the overall anount
of NTS cost each LEC would be entitled to recover froml| XCs woul d
be based upon a per-line price cap. The rate cap would be an
amount equal to the depooling ILEC s nbst recent NIS intrastate
access revenue requirenent divided by the ILEC s total nunber of
access lines just prior to depooling. As shown in the
acconpanyi ng schematics (Appendix D), this cap in the ATU area
woul d be approxi mately $4.50 per line per nmonth. Recovery of this
per-line anount (e.g., $4.50) would be split between originating
and term nating access categories. For instance, the LEC m ght
recover $2.25 per line fromIXCs for originating traffic and $2. 25
per line from I XCs for termnating traffic. Each LEC would
cal culate and assess two nonthly bulk bills for the service area
in question - a bulk bill for originating switched access and a
bulk bill for term nating switched access.

The originating and termnating per-line anounts woul d
be set forth in each LEC s switched access tariff, which would be

subject to review and approval by the Comm ssion. These
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originating and termnating per-line anmounts woul d not necessarily
be identical, but their sumcould not exceed the overall price cap
($4.50 in the Anchorage exanple).

Each LEC would have sone flexibility (subject to
certain limtations) in determ ning what dollar anount per |ine
to recover from the originating bulk bill and what anount to
recover fromthe termnating bulk bill. The anmount sel ected by
the LEC would be set forth in its switched access tariff and,
t hus, woul d be subject to review and approval by the Conm ssion.
However, rates which fall within the specific guidelines set forth
in the access charge rules would be presuned to be valid and woul d
normally go into effect without the necessity of a hearing. More
specifically, the per-line originating amount woul d be capped at
the overall per-line rate cap (e.g., not nore than $4.50, in the
Anchor age exanple), but it could be |ess.

The per-line termnating anmount woul d be capped at the
total per-line anobunt (rate cap) less the greater of (1) the
originating per-line anmount specified in the LEC s tariff, or (2)
$2.° Thus, in the Anchorage exanple, if an LEC set the

originating per-line anount at $3.00, the term nating anount woul d

°Thi s cal cul ation may be expressed as foll ows:

[Rate cap] - [Geater of (originating ant.) or ($2)] = Maxi num term nating ant.
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be capped at $1.50 per line. |f the LEC decided instead to set
the originating per-line anount at $1.50, the termnating per-1line
amount woul d be capped at $2.50. 11

The total dollar amount of the originating bulk bill
woul d be determ ned each nonth by nmultiplying the originating per-
i ne anount specified in the LECs tariff tinmes the current nunber
of revenue-producing switched access |lines operated by the LEC
within the specific service area. Simlarly, the termnating bul k
bill would be determ ned each nonth by multiplying the termnating
per-1line amount specified in the LECs tariff tinmes the current
nunber of revenue produci ng switched access |ines operated by the
LEC within the specific service area.

Each nmonth, the LEC would charge each | XC that | XC s
pro rata portion of the LEC s originating bulk bill based on each
| XC s portion of the LEC s originating switched access m nutes
(not retail mnutes) in the specified area. Simlarly, the LEC
woul d charge each I XC a pro rata portion of its term nating bul k
bill based on each I XC s portion of the LECs termnating sw tched
access mnutes in the specified area. Two of the schenatics

(Appendi x D; pages 2 and 4) detail exanples of the CASBB nechani sm

OF, g. $4.50 - [Geater of ($3.00) or ($2.00)] = $1.50
$4.50 - $3. 00 = $1.50
1E, g. $4.50 - [Geater of ($1.50) or ($2.00) = $2.50
$4.50 - $2. 00 = $2.50
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for two hypothetically depooled ILEGCs: ATU and PTI's Sitka
oper ati ons. The other schematics (Appendix D; pages 3 and 5)
detail this bulk-billing nmechanism for a potential CLEC in the
Anchorage and Sitka service areas.

Staff noted that the CASBB is superior to the PICC and
t he per-m nute approaches in a nunber of respects. For one, under
the PICC, the entire NIS access burden is placed on the custoner's
presubscribed carrier, giving other carriers (i.e., dial-around
carriers and carriers termnating traffic) a free ride. The CASBB
avoi ds this problem because it can be assessed on all |XCs that
benefit fromthe subscriber |ine.

The CASBB al so avoids sone of the volatility of a per-
m nute charge. This is because, like the PICC, it is essentially
an NTS recovery nechanismfor the LEC. Wiile the LEC s NTS cost
recovery will increase over tine (as the nunber of |ines grow,
it wll not increase with the level of traffic. |In other words,
it will avoid an overrecovery for the LEC when traffic increases
but will also ensure the LEC recovers NIS costs even if traffic
tenporarily decreases.

On Cctober 7, 1998, the commentors in this proceedi ng
filed a supplenmental joint consensus requesting that the
Comm ssi on adopt the CASBB NTS cost recovery system proposed by
Staff. Specifically, the commentors requested that the Conm ssion

adopt regul ations consistent with the foll owi ng consensus points:
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1. The Parties request the Comm ssion to adopt
t he CASBB, as proposed and described by Comm ssion
Staff in its Report of Septenber 15, 1998, as an
initial step to resolve the issue of NIS recovery for
non- pool i ng LECs begi nning January 1, 1999.

2. The Parties agree that adoption of the CASBB
constitutes only transitional access charge reform

3. The Parties request that the Conm ssion
require quarterly reports fromnonpooling facilities-
based LECs during 1999 on the operation of the CASBB
in the Anchorage market, that the Conm ssion sponsor
a workshop to study the operation of the CASBB early
in the year 2000, and that the Comm ssion reviewthe
operation of the CASBB based on the reports and the
results of the workshop. The quarterly reports of each
LEC shall include, for each nonth and for the separate
originating and termnating bul k bills, t he
cal culation of the nmonthly bulk bills, the market
share of each interexchange carrier, the anount billed
to each interexchange carrier, and a discussion of any
significant issues regarding inplenentation of the
CASBB.

4. The Parties agree that inplenentation of the
CASBB shoul d be based on the foll ow ng guidelines:

a. The dollars per line price cap should be
based on the last approved intrastate NIS revenue
requi renent of the ILEC, divided by the nunber of
revenue-producing lines served by the ILEC at the end
of the test period for the revenue requirenent.

b. In the determnation of the maxinmm
monthly bulk bill(s) of each non-pooled LEC the
nunber of revenue-producing lines shall be based

either on the average of begi nning of period and end
of period nunber of |ines, or based on such other |ine
count that is reasonably synchronized with the billing
peri od.

c. In the count of revenue-producing |ines
necessary for the calculations set out in (a) and (b)
above, the Parties wish to rely to the extent possible
on the count of lines required for existing reports
(such as to the NECA), and the federal definitions
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used for such counts, rather than creating new
counting requirenents. However, at this tinme the
Parties have been unable to determ ne conclusively
whether or not the federal definitions used for
existing reports are entirely appropriate in purposes
of CASBB calculation, and the Parties will further
i nvestigate that issue.

d. The nmont hly access m nut es of
i nterexchange carriers used to determ ne nmarket share
shal | be reasonably synchronized with the cal cul ati on
of lines served.

Deci sion: The CASBB i s an adequate transitional option
for NTS access charge cost recovery. The Conm ssion concurs with
Staff's analysis and recommendati ons regarding the CASBB, and
t heref ore adopts the CASBB as proposed by Staff's second report,
as the method of NIS cost recovery for nonpooling LECs. The
regul atory provisions which describe the operation of the CASBB
will be included in 8 104 of the Manual. The Conm ssion has al so
determned that it wll adopt all of the consensus points
described in the Suppl enent Joint Consensus under the headi ng NTS

Cost Recovery for Nonpooling LECs. Section 104 of the Manual, as

proposed in Oder No. 3, is hereby anended as foll ows: !?

104. CARRIER COMMON LINE FOR NONPOOLING
COMPANIES. (a) A charge that is expressed in dollars
and cents per line per nonth shall be assessed upon
all certificated interexchange carriers based on their
nunmber of presubscribed lines, and a charge that is
expressed in dollars and cents per access mnute of
use shall be assessed upon nonpublic utilities that
provide interexchange service and all de minimis

2In references in this Order to the proposed regulations
and/ or the manual, additions are underlined and deletions are [IN
ALL CAPI TAL LETTERS AND ENCLOSED | N BRACKETS] .
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carriers registered under 3 AAC 52.361. The charges of
this paragraph however shall not be assessed upon
i nterexchange carriers to the extent that they resell
intrastate MIS or MIS-type services.

(b) Anonthly carrier conmmon line (CCL) rate cap
shall be determined by dividing the |ast approved
intrastate NTS revenue requirenment of the ILEC by the
nunber of revenue producing lines served by the ILEC
at the end of the test period for the revenue
requirenent. [THE INITIAL MNUTES OF USE CARRIER
COVMON LI NE CHARGE FOR ANY d VEN SERVI CE AREA SHALL BE
DETERM NED BY DI VI DI NG THE | LEC S MOST RECENT CARRI ER
COVWON LI NE REVENUE REQUI REMENT, PRI OR TO LEAVI NG THE
POOL, BY THE TOTAL DEMAND UNI TS APPROVED BY THE
COWM SSI ON FOR THAT RATE ELEMENT I N THE | NCUMBENTS
MOST RECENT ACCESS CHARGE RATE PROCEEDI NG ]

(c) The nonthly originating bulk bill shall be
determned by first nultiplying the originating
component of the LEC s rate cap by the LEC s revenue
produci ng swi tched access |lines. The nunber of revenue
producing access lines shall be based either on the
average of beginning of period and end of period
nunber of lines, or based on such other |ine count
net hod approved by the comm ssion that is reasonably
synchroni zed with the billing period. [THE I NI TIAL PER
LI NE CARRI ER COVWON LI NE CHARGE SHALL BE DETERM NED BY
SUBTRACTI NG THE PRQIECTED ANNUAL REVENUE FROM THE
M NUTES OF USE CARRI ER COMMON LI NE CHARGE, AND THEN
DIVIDONG |IT BY TWELVE TIMES THE NUVBER OF
PRESUBSCRI BED ACCESS LINES IN THE | LEC S SERVI CE AREA
EXAMPLE: INITIAL PER LINE CCL CHARGE = (I NCUMBENT' S
CCL REVENUE REQUI REMENT - ANNUAL MOU CCL REVENUE) =+
(12 * # OF LINES)]

(d) The nonthly termnating bulk bill shall be
determned by first nultiplying the termnating
conponent of the LEC s nonthly CCL rate cap by the
LEC s revenue producing switched access lines. The
nunber of revenue producing access lines shall be
based either on the average of beqginning of period and
end of period nunber of lines, or based on such other
line count nethod approved by the conmission that is
reasonably synchronized with the billing period. [A
NONPOCLI NG | LEC NMAY PETITION THE COVMM SSI ON TO DE-
AVERAGE I TS PER LI NE CARRI ER COVWON LI NE CHARGE. ]
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(e) The originating conponent of the LECSs
nonthly GO rate cap i s an anmount expressed in dollars
and cents per nonth and nust be less than or equal to
the nonthly CCL Rate Cap. [A PER LI NE CARRI ER COVVON
LI NE CHARGE MAY BE RECOVERED BY AN | NTEREXCHANGE
CARRI ER THROUGH RATES BUT SHALL NOT BE PASSED DI RECTLY
THROUGH TO END USERS AS A SEPARATE LI NE | TEM CHARGE. ]

(f) The termnating conponent of the LEC s
nonthly GO rate cap is an anmount expressed in dollars
and cents per nonth and shall be less than or equal to
the LEC s nonthly CClL rate cap m nus $2. 00.

(g)  The sumof the term nating conponent of the
LECs nmonthly CC rate cap plus the originating
conponent of the LEC s nmonthly CCL rate cap nust be
less than or equal to the LEC s nonthly CCL rate cap.

(h) An LECs nonthly CCL rate cap and the
originating and termnminating conponents of the LEC s
monthly CClL rate cap nmust be specified in the LEC s
tariff.

(1) An LEC s nonthly originating CCL charge to
an | XC shall be determ ned each nmonth by nultiplying
the LEC s nonthly originating bulk bill by the I XC's
proportionate originating market share for the nonth
neasured by the I XC s access ninutes originating on
the LEC s facilities. An __access custoner that
generates chargeable access mnutes is considered an
| XC for purposes of this subsection.

(j) An LEC s nonthly terninating CCL charge to
an | XC shall be determ ned each nmonth by nultiplying
the LEC s nonthly terminating bulk bill by the I XC's
proportionate termnating market share for the nonth
neasured by the | XC s access ninutes termnating on
the LEC s facilities.

(k) For purposes of this section, the LEC that
initially transmts an interexchange call for an end
user, before transferring it to any other carrier, is
the originating LEC. The originating LEC is entitled
to collect originating switched access charges from
the originating |XC
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(1)  For purposes of this section, the LEC that
delivers an interexchange call to the end user that
receives the call is the terminating LEC The
termnating LEC is entitled to receive terninating
switched access charges fromthe terninating | XC

(m The first IXCto transmt an interexchange
call after it is transferred fromthe | ocal exchange
network is the originating I XC. The originating |XC
nmust pay the originating switched access charges.

(n) The last I XC to transnit an interexchange
call before it is transferred to the |ocal exchange
network is the terminating IXC. The terninating | XC
nust pay the ternmnating switched access charges.

(0) All of the IXCs and LECs involved in the
transm ssion of interexchange calls nust provide
interconnecting carriers with sufficient information
to allow accurate billing of both originating and
termnating switched access charges.

(p)  An access custoner that generates chargeabl e
access ninutes is considered an | XC for purposes of
this subsection

() A nonpooling LEC may petition the Conm Ssion
to deaverage the nmonthly CClL rate cap established for
an | LECs study area. The LEC petitioning to deaverage
has the burden of proving that:

(1) substantial cost differences exist
within the study area;

(2) t he pr oposed deaver aqgi ng is an
appropriate regul atory response to t hose
differences; and

(3) the proposed deaveraging is in the
public interest.

(r) Zone differentials pr oposed by t he
petitioning LEC shall be based upon a forward | ooki ng
cost nodel that:
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(1) apportions the ILEC s npbst recent CCL
revenue requirenent to each zone based on the
per cent age of each zone's total | oop cost:

(2) divides each zone's apportioned CCL
revenue requirenent by total active | oops to get
the CCL rate cap by zone:

(3) relies on publicly avail abl e dat a;

(4) is subject to scrutiny by all interested
Parti es: and

(5) is not susceptible to manipulation or
designed to advance the petitioners strateqic
interests.

(s) Wthin ten business days following the
rendering of a nonthly carrier common line bill, the
LEC rendering such bill shall file a Monthly Carrier
Common Line Report. The Mnthly Carrier Common Line
Report shall include, for the separate originating and
termnating bulk bills: the calculation of the monthly
bulk bills, the market share of each interexchange
carrier, and the anpunt billed to each interexchange
carrier.

Deaveraging in Nonpooling Areas

Background: The Conm ssion's proposed anmendnent to the
Manual at 8116(a) would require that NTS charges (per-line or per-
m nute) be averaged. However, the proposed 8104(d) allows a
carrier to petition to deaverage the proposed PICC.

The | XCs opposed deaveragi hg of access charges. AT&T
Al ascom argued that the LECs' desire to deaverage is an
acknow edgnent that the CCLC subsidy should not be recovered as
part of access charges, but rather should be part of the |oca

rate:
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Permtting the LECs to deaverage the CCLC w thout
simul taneously rebalancing local rates is a huge
barrier to conpetitive entry because |oop costs in
many cases wll exceed |ocal rates. (AT&T Al ascom
Reply Comments, p. 6.]

GCl stated that deaveraging would be "contrary to the
public interest"; deaveraging, if allowed, would further
necessitate a pass-through of the PICC. GClI contended that, at
nmost, the Comm ssion should adopt its proposed 8104(d), which
allows ILECs to petition for deaveraging. | f deaveraging is
nevert hel ess adopted, the Comm ssion should require the ILEC to
al so deaverage the underlying unbundl ed | oop rate.

GClI noted that ATA, the Rural Coalition, and PTI
appeared to favor deaveraging both within exchanges and between
exchanges within a conpany's study area. According to GCl
deaveragi ng PI CCs between exchanges puts nore and nore costs on
the | XC serving rural areas, making these areas even |ess
profitable to serve with statew de average toll rates. GO stated
that it is fair that sonme of the burden of geographically averaged
| XC rates fall on the LEGCs. &Cl also clained that accurate
deaveraging is virtually inpossible in that ILECs wll try to
allocate many costs to rural, |less conpetitive areas, protecting
revenue from conpetition

ATA, the Rural Coalition, and other |ILECs urged the
Conm ssion to all ow deaveragi ng. ATA argued that a CLEC/ | XC t hat

can purchase unbundl ed network el enents (UNEs) and PICCs at the
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| LEC' s average cost wll always have access to the |ow density,
unusual ly long loops at rates that are well below the ILEC s cost,
and the ILEC will be unable to recover its cost for these |oops.
They argued that the problemis exacerbated because the CLEC/ | XC
can decide to build its own facilities where |oop costs are
relatively |l ow (thereby avoiding the average PICCUNE rates in the
| ow-cost areas). |In effect, they point out, the CLECs and | XCs
have the best of both worlds: they can build their own facilities
at low cost in the ILEC s |owcost areas, and they can rent the
ILEC s facilities at average rates in high-cost areas. The |ILECs
al so argued that deaveragi ng should be an entitlenent.
PTI shared the concerns of the other |ILECs. Moreover,

PTI also argued that deaveraging should be allowed not only
bet ween exchanges but al so wit hin exchanges.

The ability to target cost recovery to the provision

of services in higher cost areas is absolutely

critical to the preservation of universal service in

the energing conpetitive environnment. Every wre

center has a mxture of higher cost and | ower cost

facilities dedicated to serving various custoners

Predictably, the lower cost facilities extend to

custoners located in the core area of the wire center

where there is higher custoner density and shorter

lines. Conversel vy, the higher cost facilities

typically extend to the custonmers | ocated outside the

core area where there is less custoner density and

| onger lines. (PTI Comments, p. 4.)
PTlI al so enphasized that the Manual should nmake clear that the
deaveraging referred to is deaveraging of ceilings, not sinply

price deaveragi ng under a single ceiling based on average costs.
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While Staff conceded the possibility of situations in
which an I LEC should be permtted to deaverage its access charge
rates, it does not believe that the Comm ssion should uncritically
endor se deaveraging on the basis of the limted record devel oped
inthis proceeding. According to Staff, the exanples cited by PTI
and others rely in part on assunptions that nmay or nmay not be
applicable in practice. For instance, they ignore the possibility
of the Commssion's requiring a CLEC to provide service uniformy
t hroughout the ILEC s service area. Simlarly, they assune that
a CLEC will be able to purchase unbundl ed | oops in high-cost areas
at an average rate, even though the Conm ssion has adopted no
permanent UNE rates, nor has it determ ned whether or not
per manent | oop rates shoul d be averaged.

Staff argued that PTlI and ot hers assune an environnment
in which there are no regulatory policies discouraging cherry
pi cking or cream skimm ng, and in which UNE rates are averaged.
However, according to Staff these assunptions nmay not be borne out
by the facts. Mar ket structure policies are still wundergoing
devel opnent (in other proceedings), and UNE rate-setting is
subject to negotiation, arbitration, and, nost inportantly,
Comm ssi on oversi ght.

Staff also noted that there are potentially negative
consequences to naking deaveraging an entitlenment. AT&T Al ascom

noted t hat deaveraging wll drive up access charges in high cost
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areas and di scourage conpetitive I XCs from serving those areas.
Staff contended that the rationale for deaveraging access rates
applies equally to deaveraging local rates. Staff concluded that
a policy endorsenent of deaveraging in this proceedi ng could have
consequences that go far beyond the scope of the evidence before
t he Conmm ssi on.

Staff proposed that |ILECs be given the opportunity to
petition for deaveraged NTS-related access rates. Staff stated
that the burden of proof in such a proceeding should rest with the
| LEC, which should denonstrate that substantial cost differences
exi st, and that deaveraged access rates are an appropriate
regul atory response to those differences. Staff al so proposed
that no permssion to deaverage be granted by the Comm ssion
absent an affirmative showi ng of net public benefit.

Finally, Staff noted that because of the conplexity of
the factual issues associated with a petition to deaverage, it may
be necessary for the Comm ssion to allow deaveraging to go into
effect on an interimand refundabl e basis pendi ng adj udi cati on of
permanent rates. Staff stated that if the Conm ssion determ ned
that interim and refundable rates are not an acceptable policy
option in the case of deaveraging, then the Conm ssion should
begin investigating the potential for using a forward-I| ooking
econom ¢ cost nodel to accurately detect and estinate differences

in costs between and within individual wire centers.
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In its October 7, 1998, supplenental comments, the
Rural Coalition strongly opposed the net public benefit standard
proposed by Staff. The Rural coalition argued that if an LEC nust
petition the Comm ssion to deaverage access charges, then the
Conm ssi on shoul d judge the petition not on Staff's proposed "net
public benefit" standard but on nore general and well -established
standards such as fairness and nondi scrim nati on.

At the Special Public Meeting of COctober 14 and 16
1998, Staff withdrew its recommendation for a "net public benefit”
standard and recommended that the Comm ssion adopt a "public
interest” standard in its place.

Deci si on: At its COctober 14 and 16, 1998, Speci al
Public Meeting the Comm ssion adopted Staff's recomrendation
regar di ng deaveragi ng, subject to the amendnent which replaces the
"net public benefit" standard wth a "public interest" standard.
The Commi ssion believes that Staff crafted a reasonable mddle
ground between those that would prohibit deaveragi ng altogether
and those that woul d maki ng deaveragi ng an entitlenent.

Therefore, the Comm ssion will address requests to
deaverage on a case-by-case basis wth the burden on the
petitioning LEC to show that its request is in the public
interest. The relevant regulatory provisions are included in the
Manual at 8104(g) and (r) (see changes to 8104 in previous

di scussion: NTS Cost Recovery for Nonpooling |ILECs and CLECs).
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The Conm ssion believes that the use of interim and
refundabl e rates for purposes of deaveraging is an acceptable
policy option for deaveraging and, therefore, will not at this
time direct Staff to begin investigating the potential for using
a forward-1ooking economc cost nodel to accurately detect and
estimate differences in costs between and within individual wire

centers.

Filing Exemptions for Nonpooling LECs
Al though GCI agreed with the intended changes to 3 AAC
48.275(b), it argued that the nodification does not achieve its
i ntended purpose, which is to allow rate reductions w thout cost
support. GCl proposed the follow ng:

[ Rl at her than addi ng subsections (4) and (5) to 275(b),
the Comm ssion should instead add a new subsection
275(d) stating: 'Subsection (a) of this section does
not apply to filings for the devel opnment and support
of access charges. Filings for the devel opnent and
support of access charges must be in accordance with
the . . . Manual .’

The |ast sentence of Section 116 of the Mnua
should then be anended to provide that 'A tariff
revision to increase access charge rates above the
ceilings established in accordance with Sections 104-
117 must include all of the supporting information set
out in Sections 701 and 702 of the Manual.' (GC
Comments, pp. 6-7.)

Deci sion: The Conm ssion agrees with GCl's analysis
and recommendation. The Comm ssion will adopt the nodifications

as proposed by CGCl
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Modifying Rates
Background: In Oder No. 3, the Conm ssion proposed to
permt a nonpooling LEC to "nodify access charges, offer new or
repackaged services, or inplenment special contracts for access
servi ce w thout approval of the Comm ssion” (8116 of the Mnual).
In proposing the CASBB, Staff stated that it believed that the
offering of new or repackaged services, or inplenentation of
speci al contracts, should not be permtted:
Changes to the rate design or the targeting of |ower
rates to particular | XCs would fundanentally alter the
CASBB system and per haps render it undul y
di scrimnatory or unworkable. (Second Staff report,
pp. 47-48.)
Deci si on: The Commi ssion concurs wth Staff's
reasoni ng. Section 116 of the Manual, as proposed in Order No. 3,

wi Il be anmended to del ete | anguage which permts LECs to offer new

or repackaged services or to inplenent special contracts.

Definition of ILEC and CLEC
Background: GC stated that definitions for the terns
"I LEC' and "CLEC' should be added to the Manual. Staff agreed
with GCl's suggestion and proposed the follow ng definitions,
subjection to DCL review

Incumbent Local Exchange Carrier ("ILEC') neans the
tel ephone utility, or its successor, certificated to
provide |ocal exchange tel ephone service within its
service area as of February 8, 1996, or a |ocal
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exchange carrier designated by the Comm ssion as the
i ncunbent .

Competitive Local Exchange Carrier ("CLEC') neans a
carrier, other than the ILEC, which is certificated by
t he Comm ssion to provide | ocal exchange service in the
| LEC s service area.
Deci sion: The Comm ssion concurs with Staff's proposed

definitions and adopts them subject to DOL review.

Definition of Telephone Company

Backaground: AT&T Al ascom st at ed:

The proposed definition (which is part of the current
manual ) says at 801(ff) that 'a "tel ephone conpany”
means a carrier that provides |ocal exchange service
as defined in 3 AAC 48.820(19)." However, 3 AAC
48.820(19) defines a 'local exchange tel ephone
utility," as do AS 42.05.890(1) and 3 AAC 52.399
("l ocal exchange carrier'). The effect of the proposed
definition is to define 'tel ephone conpany' as a | ocal
exchange conpany. This is not appropriate. 'Tel ephone
conpany' is used el sewhere (e.g., AS 42.05.860) to nean
either local or long distance conpanies. The term
'tel ephone conpany' should be changed to 'l ocal
exchange conpany' or a simlar phrase throughout the
Access Charge Manual. (AT&T Commrents, pp. 9-10.)

Deci sion: The Comm ssion agrees with AT&T Al ascom t hat
the term "tel ephone conpany” is probably not the best term
However, the Comm ssion also believes that for now the termis
adequate and will cause no harm In the interest of tine, the

Conmmission will defer this issue to a | ater date.

Retention of 8304(c) of the Manual

Backgr ound: UU stated in its coments:
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This section addresses the investnment in {subscriber}
lines termnating in public telephones which is
assigned to the carrier common line elenent. Contrary
to the Staff's suggestion that this section be del eted,
this section is appropriately retained. See APUC
U 96-67(7) and U-97-20(1) dated January 21, 1997 which
states '[t]o conply with the FCC payphone orders, the
Comm ssion will require LECs to renove the costs
associ ated wi th payphones fromintrastate access charge
rates. To neet this end, each LEC shall revise its
approved 1997 access charge revenue requirenment to
excl ude payphone costs. (UU Coments, p. 4.)

Staff agreed with UU that 8304(c) should be retained.
Deci si on: The Comm ssion agrees wwth UU and Staff and

will retain this section of the Munual.

UNIVERSAL SERVICE REFORM
Alaska Universal Service Fund (AUSF): Governance

Backgr ound: As proposed in Oder No. 3, 3 AAC

53.310(b)(3) requires that the admnistrator "not be an affiliate
of any provider of telecomrunications services." Al comentors
agree that, as drafted, this exclusion applies to AECA the
current adm nistrator of the current access charge pools.

In the comments filed in response to Order No. 3, the
| LECs strongly opposed rules that would categorically prohibit
AECA from being selected the admnnistrator. AT&T and GCl tended
to support the Comm ssion's proposed conflict of interest rules.

The Joint Consensus filed on August 24, 1998, produced

the foll om ng proposal:
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The AUSF is to be governed for one year by a newy-
formed nonprofit corporation contracting with AECA for
operational services. The governing board, which
shoul d not be automatically termnated in one year, is
to have seven nenbers appoi nted by the Comm ssion: two
nom nated by ILECs, two by IXCs not affiliated with
| LECs, one by CLECs, one by | XCs affiliated with |ILEGs,
and one by other telecom providers. Actions by the
board would require five affirmative votes under a
charter to be submtted by the Parties by Cctober 1,
1998. The contract with AECA would parallel the
exi sting ATU access charge contract, with services,
under board direction, provided at cost. Unless the
Parties agree on continuance by July 1, 1999, AUSF
governance would revert directly to the Conm ssion.

In Staff's second report, Staff continued to support
t he Comm ssion's proposed conflict-of-interest provisions, arguing
that the adm nistrator should be responsible and accountable to
the Comm ssion to the greatest extent possible.

Deci sion: The Conmm ssion believes that it should have
as nuch flexibility as possible in selecting an adm ni strator of
t he AUSF. For that reason, the Conm ssion has determned to
elimnate the admnistrator criteria fromits regulations that
woul d prohibit an individual or organization from serving as
adm ni strator based upon the existence of a financial conflict of
interest and elimnate the requirenment that the adm nistrator be
sel ected through conpetitive bid.

In principle, the Conm ssion has no objection to the
AUSF governance provisions in the Joint Consensus. Modification
of the Comm ssion's proposed universal service rules, as discussed

above, wll renove any obstacle to selection of an industry board

R-97-5(7)/ R 97-6(7)/U-98-168(1) - (11/23/98)
Page 40 of 55



as proposed in the Joint Consensus. However, the Conm ssion does
not propose to select the actual admnistrator in this proceeding.
Rat her the Commission will |imt this proceeding to adoption of
rules. Selection of the actual admnistrator will be addressed
in a separate proceeding (Docket U 98-161) that is opened
concurrently wwth this Order for that purpose.
Under the rules that the Conm ssion is adopting in this
Oder, it is the Commssion intent that the adm nistrator of the
AUSF w Il serve at the Conmm ssion's discretion. Because the
adm ni strator can be renoved by the Conmmi ssion at any tinme, the
Comm ssi on does not share Staff's concern, at this tine, that an
adm nistrator with financial ties to the telecomunications
i ndustry may not be responsive or accountable to the Comm ssion.
Accordingly, the Comm ssion adopts the follow ng amendnents to
3 AAC 53. 310:
3 AAC 53.310. SELECTION OF ADMINISTRATOR. (a)
The comm ssion will select[, THROUGH COMPETI Tl VE BI D, ]
an admni strator of the Al aska Universal Service Fund.
(b) The adm ni strator nust
(1) operate the fund in a [BE] neutral and
i npartial manner;

(2) have the skills to bill, collect, and
distribute large financial sunms on a nonthly basis;

[(3) NOT BE AN AFFI LI ATE OF ANY PROVI DER OF
TELECOVMMUNI CATI ONS SERVI CES; AND

(4) NOT ISSUE A MAJORITY CF I TS DEBT TO NOR
DERI VE A MAJORITY OF I TS REVENUES FROM ANY PROVI DER
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OF TELECOVMUNI CATI ONS SERVI CES. TH'S PRCH BI TI ON
APPLI ES TO ANY AFFI LI ATES OF THE ADM NI STRATCR. ]

(c) The adm nistrator serves at the Conmmi ssion's
di scretion. [I1F THE ADM NI STRATOR HAS A BOARD OF
DI RECTORS, |ITS MEMBERS SHALL NOT HAVE FI NANCI AL
| NTERESTS | N PARTIES THAT CONTRI BUTE TO OR RECEI VE
SUPPCORT FROM THE UNI VERSAL SERVI CE SUPPORT PROGRAMS.
AN | NDI VI DUAL HAS A FI NANCI AL | NTEREST I N Parties THAT
CONTRI BUTE TO OR RECElI VE SUPPORT FROM THE UNI VERSAL
SERVI CE SUPPORT PROGRAMS |F HE OR SHE | S AN EMPLOYEE
OF A TELECOMWUNI CATI ONS CARRI ER OPERATI NG I N ALASKA OR
A RECI PI ENT OF UN VERSAL SERVICE SUPPORT PROGRAMS
FUNDS, OMS EQUITY INTERESTS IN BONDS OR EQUITY
| NSTRUMENTS | SSUED BY ANY TELECOVMUNI CATI ONS CARRI ER
OPERATING I N ALASKA, OR OMS MJTUAL FUNDS THAT
SPECI ALI ZE | N THE ALASKA TELECOWWUNI CATI ONS | NDUSTRY.
A MUTUAL FUND SPECI ALI ZES I N THE ALASKA
TELECOWUN CATI ONS | NDUSTRY I F I T I NVESTS MORE THAN 50
PERCENT OF ITS MONEY IN STOCKS AND BONDS OF
TELECOWLUNI CATI ONS CARRI ERS OPERATI NG I N ALASKA. AN
| NDI VIDUAL'S OWERSHI P |INTEREST IN Parties THAT
CONTRI BUTE TO OR RECElI VE SUPPORT FROM THE UNI VERSAL
SERVI CE SUPPORT PROGRAMS IS DE MINIMIS ITF IN THE
AGEREGATE THE | NDI VI DUAL, SPOUSE, AND M NOR CHI LDREN S
| MPERM SSI BLE | NTERESTS DO NOT EXCEED $1, 000.

(d) THE ADM NI STRATOR CHOSEN BY THE COWM TTEE
SHALL BEG N ADM NI STERI NG THE SUPPORT PROGRAMS W THI N
THREE MONTHS OF I TS APPO NTMENT. THE ADM NI STRATOR S
PERFORVANCE SHALL BE REVI EWVED BY THE COWM SSI ON AFTER
TWO YEARS. THE ADM NI STRATOR SHALL SERVE AN I NI Tl AL
TERM OF FI VE YEARS. AT ANY TIME PRI OR TO NI NE MONTHS
BEFORE THE END OF THE ADM NI STRATOR S FI VE- YEAR TERM
THE COW SSI ON MAY REAPPO NT THE ADM NI STRATOR FOR
ANOTHER TERM OF NOT MORE THAN FI VE YEARS. OTHERW SE,
NI NE MONTHS BEFCRE THE END OF THE ADM NI STRATOR S TERM
THE COW SSI ON WLL | SSUE A REQUEST FOR PROPCSAL TO
SELECT A THI RD- PARTY ADM NI STRATOR. ]

d)[(e)] The admnistrator nust provide a bond in
the ampunt of three nonths' universal service fund
revenues.

[(f) PRIOR TO THE SELECTI ON OF THE ADM NI STRATCOR
THE COWM SSION WLL, IN ITS D SCRETI ON, DESI GNATE A
TEMPORARY ADM NI STRATOR TO PERFORM THE DUTI ES OF THE
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ADM NI STRATOR. THE TERM OF THE TEMPORARY ADM NI STRATCOR
SHALL NOT EXCEED ONE YEAR ALL PROVISIONS IN TH S
SECTI ON CONCERNI NG THE ADM NI STRATOR APPLY TO THE
TEMPORARY ADM NI STRATOR EXCEPT FOR SUBSECTI ON (A).]
Finally, because the Comm ssion anticipates that the
l'i kely adm nistrator of the AUSF will be a nonprofit industry
board as proposed in the Joint Consensus, it will not be necessary
to establish in regulation the requirenent for a technical

advi sory board to the admnistrator. Accordingly, proposed 3 AAC

53. 360 i s del et ed.

AUSF Administrative Costs

Background: In Oder No. 3, the Conmm ssion proposed to
sel ect the admnistrator through conpetitive bid. As noted above
the Commssion has allowed the flexibility to select an
adm ni strator through nethods other than conpetitive bid. As
proposed in Order No. 3, 3 AAC 53.320 links the admnistrator's
conpensation to an anount not to exceed the admnistrator's bid
anmount .

Deci si on: Because the adm nistrator Wil | not
necessarily be selected through conpetitive bid, the conflicting
portions of 3 AAC 53.320(a) which deal with conpensation of the
admnistrators costs nust al so be nodified. The Conmm ssion wll
instead require that the admnistrator's conpensation in any given
year not exceed the Comm ssion-approved budget for that year. The

admnistrator will be required to submt a proposed budget for
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Conm ssi on approval by Septenber 1 of the year prior to the year
in which the budget will be in effect.
Thus, 3 AAC 53.320(a) is revised as foll ows:

(a) By Septenber 1 of each year, the admnistrator
shall submt a proposed budget for the follow ng vear.
The adnm nistrator's conpensation shall not exceed the
budget approved by the commi ssion. [THE ADM N STRA-
TOR S BASELI NE COVPENSATI ON SHALL BE BASED UPON I TS
CONTRACT AVWARD. FOLLOWN NG THE CONTRACT AWARD, THE
COW SSI ON MAY MODI FY THE ADM NI STRATOR' S COVPENSATI ON
TO PROVIDE FOR REASONABLE ADM NI STRATIVE COSTS
RESULTI NG FROM NEW RESPONSI Bl LI TI ES BEI NG PLACED ON THE
ADM NI STRATOR |

Support Provided Through the AUSF
Background: In Oder No. 3, the Conmm ssion proposed to
include two types of universal service support in 1999: Lifeline
support and support for sw tching equi pment through D al Equi prent
M nute (DEM weighting.
The Joint Consensus commentors favored Lifeline (and
Li nkup) and DEM Wi ghti ng. Regar di ng DEM Wei ghting, the Joint
Consensus st at ed:
The Parties request the Commssion transfer the
collection of DEM weighting from the access charge
systemto the AUSF. Certain of the Parties, however,
reserve the right to argue that a portion of the DEM
wei ghting as currently calculated is not an inplicit
subsi dy which should be transferred to the AUSF.
Deci si on: The Conm ssion has determned that state

support for Lifeline and DEM wei ghting are necessary in 1999 and

that the AUSF will be used to support both.
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Lifeline and Linkup are both federal universal service
prograns and are sonetinmes referred to in the conments w thout
distinction. Lifeline subsidizes the nonthly rate of |ow incone
custoners. Linkup subsidizes the one tinme, nonrecurring charge
for installation of new service. They also differ in that while
additional state support for Lifeline generates an additiona
amount of federal support (e.g., the mninmmfederal support at
$5. 25 per custoner can be increased by $.50 for every dollar of
state contribution up to a nmaxi num of $10.50 in total support) the
federal contribution to Linkup can be nmaximzed wthout a
requi renent for additional state support.

Al t hough the Comm ssion has no explicit objection to
Li nkup on policy grounds, it finds that there is insufficient
information in the record to provide state support for Linkup at
this tine. Until the Conm ssion has information on the anount of
federal support currently being provided and an anal ysis of the
need for additional state support, the Commssion will limt
initial AUSF support to Lifeline and DEM wei ghti ng.

Treatment of DEM weighting will be addressed in the

next section.

Treatment of DEM weighting

Backgr ound: In Order No. 3, the Conm ssion proposed

(3 AAC 48.430 (e)(2)) requiring that the inplicit support from
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di al equipnent mnutes of use (DEMs) be transferred from the
access charge systemto the AUSF. This provision finds general
favor, as expressed in the Joint Consensus (IIl.B, p. 4).
However, several DEMrelated matters remain in dispute. Two of
these pertain to DEM weighting, the third to the question of
doubl e-counting of | ocal DEM
First, there is no consensus concerning the manner in
whi ch DEM support woul d be cal cul ated and provi ded through a USF
mechani sm The proposed regulations (Manual 8106(c); 3 AAC
53.350) require that the DEM weighting for a depooled area be
frozen at the level last calculated for the depool ed | LEC, based
on the ILEC s revenue requirenent and demand. However, this
approach is not supported by all entities.
According to PTI

In the case of pooling conpanies, the revenue

requirenent will change each year and wll thereby

refl ect changes in plant and operations |evels. There

shoul d be some provision for the DEM wei ghti ng revenue

requi renent for nonpooling conpanies to change, as

wel | .
The Rural Coalition, PTI, and UU all propose an annual
recal cul ation of the DEM support that would be transferred to the
USF nechani sm since the underlying costs, the factors used to
determne the intrastate access portion of those costs, and the

nunber of access lines can all change over tine. A conpany m ght

exit the pool at a weighting factor of 2.0, but [ater m ght have
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an increase or decrease in access lines that would put it into a
different category for the cal cul ati on of DEM wei ghti ng.

GCl agreed with the proposed regulations that allow a
depool ed LEC to submt a conplete revenue requirenent filing to
adjust rates. GCl argued that the "LEC should not be allowed to
adj ust DEM al one, w thout providing data to adjust all rates"
because an abbreviated filing allows for gam ng the system

Second, several entities objected to the provisions
(Manual 8116(a); 3 AAC 53.350) that DEM wei ghting be averaged
across the study area. ATA the Rural Coalition, PTlI, and UU al
supported deaveraging parallel to what they advocate for NTS cost
recovery. DEM support would be deaveraged on a per-1line basis.
PTI stated that if DEM support is distributed on an aggregated
rather than per-line basis, the level of support may becone
di | ut ed. This rationale stens from the inplication in the
proposed regul ations that the anount of the DEM support is frozen;
a nonpool i ng conpany's support wi |l decrease each tine a conpeting
nonpool i ng conpany adds a |ine.

Al so, PTI reasoned that a |arge portion of the support
must flow towards recovery of serving high-cost custoners; this
may not occur unless the support is deaveraged.

Failure to deaverage the per |ine DEM wei ghting support
woul d risk mstargeting of the support . . . |ower cost
lines will receive proportionately nore support than

they need while higher cost |lines would receive |ess
support than they need.
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PTI recomended that the Commission at |east change the
denom nator in the proportionate calculation (3 AAC 53.350 (b))
to residential and single-line business lines if the Conm ssion
does not distribute DEM support on a per-line basis. The
justification for this proposal is that "a new entrant could not
syphon of f a major portion of the DEM wei ghti ng support by nerely
taking the multi-Iline business custoners.” (PTI Comrents, p. 9.)

The Rural Coalition proposes that an | LEC be allowed to
deaverage its DEM wei ghting support in the sanme proportion as it
deaverages its local |loop costs. The Rural Coalition argued that
in the absence of deaveraging and in the presence of subsidies
that are portable to CLECs, CLECs may target custoners wth bel ow
average costs and receive an average subsidy; however, |LECs, as
carriers of last resort, would have to serve higher-than-average
cost custoners and receive only an average subsi dy.

&Cl opposed any deaveragi ng of DEM especially by | oop,
argui ng that DEM weighting is a support mechanism for sw tching
costs of small LECs and has nothing to do with | oop costs.

Finally, 3 AAC 48.430(e)(2) states that the calcul ation
of the inplicit subsidy is the difference between wei ghted state
toll DEM and state toll DEM According to UUI, the state DEM
calculation requires digital offices to enploy an obsolete
nmet hodol ogy devel oped years ago for step-by-step nondigital

swi tches that enpl oyed separate sw tching conponents to originate
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and termnate a local call, thereby creating the need to doubl e-
count | ocal m nutes when assigning costs of that office. However,
nodern digital switches use a separate central processing unit
that switches local and toll calls alike; thus elimnating the
need to doubl e-count |ocal MOU UU argued that under today's
t echnol ogy, this double-counting creates an inplicit subsidy for
| XCs, since toll mnutes are given | ess weight than | ocal m nutes.
UUI recomends elimnation of this double counting at the sane
time the DEM wei ghting support is shifted to the AUSF, thereby
reducing the size of the AUSF. ATU expressed simlar concerns
t hat doubl e counting causes all tel ecommunications providers to
subsi di ze toll access purchasers.

GCl opposed this suggestion stating that UU has not
proven that DEM double counts and that any adoption of state
swtched MOU would require a review of the existing weighting
factors. GCl opposed UUI's proposed m xture of an allocation to
USF based on switched MOU while a total allocation to intrastate
toll and USF is based on DEM GO argued that this approach woul d
| eave a portion of the state allocation on a different basis from
that recently retained by the FCC

Staff recommended in its Second Report that the
Comm ssi on postpone deciding the DEM weighting support issue
di scussed above until nore evidence can be obtained and anal yzed.

Staff also questioned whether intrastate DEM wei ghting support,
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for some of the LECs which will receive it in 1999, is necessary
for preserving universal service.

Decision: The Conmm ssion has determned that it wll
i nclude DEM weighting support in the AUSF for 1999. The
Comm ssion has also determned that it wll not anmend its
separations rules at this tinme to elimnate the double counting
of local mnutes. The double counting issue, however, wll be
addressed in a |later phase of this proceeding or in a docket to
investigate the need to reformits separations rules.

The Comm ssion also will not address at this tinme the
mechani cs of how, and whet her, DEM wei ghting shoul d be deaveraged.
This issue can be addressed in the next phase of this proceeding.
I f conpetitive market entry occurs in areas served by |LECs
receiving intrastate DEM support prior to the tinme the Conm ssion
adopts rules, the Comm ssion wll address the issue through case
by case adj udi cati on.

Finally, the Conm ssion declines, at this tine, to
anend its proposed rules to require an annual recal cul ation of the
DEM support that will be transferred to the AUSF. This issue,
like the others, can be revisited in the next phase of this
pr oceedi ng.

Changes to 3 AAC 48.430(e)(4) and (5) [DEM Weighting
Support and Jurisdictional Separations]
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Backgr ound: Several commentors have suggested that

proposed changes to jurisdictional separations regarding DEM
wei ghting at 3 AAC 48.430(e)(4) and (5) be further nodified to
elimnate broad references to universal service, and be repl aced
with explicit |anguage referencing specific sources of support.
Summt has al so suggested that the fornmula in paragraph (4) be
clarified with the use of the proper mathenmatical notation.

Deci sion: The Comm ssion concurs with these commentors
and adopts the followng technical clarifications to 3 AAC
48.430(e)(4) and (5) as proposed in Order No. 3:

(4) Notwithstanding (1) - (3)of this subsection,

the allocation factor to intrastate toll is limted to
a level that brings the total allocation to interstate
toll plus the federal sw tching support portion of
federal universal service plus intrastate toll plus the
DEM weighting support portion of state universal
service to the percent of Category 3 investnent

determned for each |ocal exchange conpany by the
foll owi ng fornmula:

[ ( THE NUMBER OF EXCHANGES W TH TOLL
FREE CALLI NG TO LESS THAN 100 ACCESS LI NES)
.85 + .05 x

(TOTAL NUVBER OF EXCHANGES)]
.85 + (.05 X (A + B))

wher e

A equal s the nunmber of exchanges with toll free calling
to less than 100 access |lines, and

B equals the total number of exchanges.

(5) Any reductions to intrastate factors resulting
from application of (3) and (4) of this subsection
shall be applied first to reduce the DEM weighting
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support portion of state universal service [UN VERSAL
SERVI CE FACTOR], with any residual used to reduce the
intrastate toll DEM factor.

Funding the AUSF

Backgr ound: In Order No. 3, the Conmm ssion proposed

that utilities that pay into the AUSF would be identified fromthe
FCC list, as set forth in proposed 3 AAC 53. 340, and that those
utilities woul d be assessed on the basis of their intrastate end-
user revenues. The consensus of the commentors supported the
Comm ssion's proposal .

In addition, the DCOL raised the issue of whether the
original version of these regulations was authorized by AS
42.05.840. The original version did not nmake it clear that the
Comm ssion is using its established authority to nake rates under
AS 42.05.431 to charge each tel econmunications utility that uses
t he public comunications network the universal service surcharge
for the cost of supporting the network.

Decision: The Commssion affirnms its decision as
proposed in Order No. 3, that utilities that pay into the AUSF
would be identified fromthe FCC list, as set forth in proposed
3 AAC. 340, and that those utilities would be assessed on the basis

of their intrastate end-user revenues. !

3The list of entities required to pay a universal service
surcharge into the AUSF includes entities not currently subject
to regulation by the Commssion (e.g., telex, telegraph,
(continued. . .)
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The Conmission has also revised the
regulations to reflect the use of the Conm ssion's ratenaking
authority to inpose a surcharge for the support of universa
service. The nore appropriate term"universal service surcharge"
has been used to describe the rate paid by each tel ecommuni cation
utility for the benefits received through the maintenance of the
entire public teleconmunications network. Every telecom
nmuni cations utility benefits fromthe availability of an efficient
af f ordabl e public network. A definition of "universal service
surcharge" has been added to establish the surcharge as a rate.
Addi ti onal | anguage has been added consistent wth the
Comm ssion's intent to characterize contributions as charges and
conpensation for the maintenance of the public tel ecommunications
network under AS 42.05.321 rather than assessnents to raise

revenues.

Funding Exemption

Backgr ound: In Order No. 3, the Comm ssion proposed

that if a tel ecommuni cations service utility's paynment to the AUSF

(... continued)
satellite). The Departnment of Law has advi sed the Conm ssion that
the categories of providers identified at proposed 3 AAC
53.340(a)) fall within the definition of "tel econmunications” in
AS 42.05.990(8).
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in any given year is less than $100, that utility will not be
required to submt a paynent or the AUSF Wrksheet for that year.
In it coments GCl argued that exenption should not apply if the
utility receives paynents fromthe fund.

Deci sion: The Comm ssion agrees with GCl's position and
adopts the follow ng change to the | ast sentence of proposed 3 AAC
53.340(b):

If a utility's payments [ CONTRIBUTOR S CONTRI BUTI ON] to
the AUSF in any given year are [IS] less than $100
that utility [CONTRIBUTOR] will not be required to
submt a paynment [CONTRIBUTION] or the AUSF Wrksheet

for that year unless the utility has received paynents
fromthe AUSF in that year.

IMPLEMENTATION ISSUES

In order for access charge and universal service reform
to take effect on January 1, 1999, additional planning and
deci sionmaking will have to take place prior to that time. In
order that this transition takes place as snoothly as possible,
the Commssion will require filings and direct Staff to work with

i ndustry groups in several areas, as discussed bel ow

ATU and GCI Tariff Filing Requirement for NTS Rate Elements
ATU and GCl-LEC are directed to file, by Decenber 1,
1998, tariff revisions to adopt NTS access charge rate el enents.

In this instance, the Commssion will review the proposed filings
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on a 30-day cycle rather than the normal 45-day cycle in order
for the revisions to be in place by January 1, 1999.

Fol l owi ng the issuance of this Oder, ATU, GCI, AT&T
Al ascom any other interested LECS and |XCs, and Staff are
directed to neet and discuss any issues that may require
resolution prior to the Decenber 1, 1998, filing deadline. For
exanpl e, issues that mght require clarification include: t he
revenue requirement and demand that wll be used to set the NTS
rate cap; the uniform nethod that will be used to count access
lines; or the exchange of information between carriers required
for billing of access charges. Any issues that require
clarification should be brought to the Comm ssion's attention as

soon as possi bl e.

Selection of Fund Administrator
Concurrently with this Order, the Conm ssion i s opening
Docket U-98-168 for the purpose of selecting an adm ni strator of
t he AUSF and addressing any other issues involving inplenmentation

of the AUSF. All participants to the Joint Consensus Regarding

Certain Issues, filed August 24, 1998, are desighated parties to

t hi s Docket. Wthin two weeks of the issuance of this Oder
those parties are directed to submt a joint plan of action that

wll permt the AUSF to be operational by January 1, 1999.

R-97-5(7)/ R 97-6(7)/U-98-168(1) - (11/23/98)
Page 55 of 55



AECA Filing
By Decenber 1, 1998, AECA is directed to file a tariff
revision to incorporate any changes to its tariff necessitated by
the changes to regul ations and the Manual adopted in this Oder.
| f necessary, AECA is directed to sponsor a workshop for its
menbers, custoners, and Staff to address any unresol ved issues or
any issues that require Comm ssion attention prior to AECA' s

filing deadline.

ORDER

THE COW SSI ON FURTHER ORDERS:

1. As nore fully discussed in the body of this O der,
the changes to the Comm ssion's regul ations attached hereto as
Appendi x A are adopt ed.

2. As nore fully discussed in the body of this O der,
the changes to the Alaska Intrastate |Interexchange Access Charge
Manual attached hereto as Appendi x B are adopt ed.

3. By Decenber 1, 1998, the Municipality of Anchorage
d/ b/ a Anchorage Tel ephone Wility a/k/a ATU Tel ecommuni cati ons and
GCl Communi cation Corp. d/b/a General Communication, Inc., and
d/b/a & (local exchange operations) are directed to file tariff
revisions to adopt nontraffic sensitive access charge rate

el ement s.
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4. Following the issuance of this Oder, the
Muni ci pality of Anchorage d/b/a Anchorage Tel ephone Utility a/k/a
ATU Tel ecommuni cations; GCI Communication Corp. d/b/a Cenera
Communi cation, Inc., and d/b/a GCl; Alascom Inc. d/b/a AT&T
Alascom any other interested |ocal exchange carriers and
i nterexchange carriers, and Coonmssion Staff are directed to neet
and di scuss any issues that nmay require resolution prior to the
Decenber 1, 1998, filing deadline established herein.

5. Docket U-98-168 is opened for the purpose of
selecting an adm nistrator of the Al aska Universal Service Fund
and addressing any other issues related to the inplenentation of
the Al aska Universal Service Fund. All participants to the Joint

Consensus Regarding Certain Issues, filed August 24, 1998, are

designated parties to this Docket. Those parties are directed to
submt a joint plan of action within two weeks of the issue date
of this order that will permt the AUSF to be operational by
January 1, 1999.

6. By Decenber 1, 1998, the Al aska Exchange Carriers
Association, Inc., is directed to file a tariff revision to
i ncorporate any changes to its tariff necessitated by the changes
to regulations and the Alaska Intrastate |nterexchange Access
Charge Manual adopted in this Order. | f necessary, the Al aska
Exchange Carriers Association, Inc., is directed to sponsor a

wor kshop for its nenbers, custonmers and Conm ssion Staff to
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address any unresolved issues or any issues that require
Conm ssion attention prior to the filing deadline established by
t hi s paragraph.

7. Further issues to be addressed in this proceeding
will be identified in a subsequent order.
tI?ATEDl,glglg EFFECTI VE at Anchorage, Al aska, this 23rd day of Novem
er, :

BY DI RECTI ON OF THE COWM SSI ON

( SEAL)
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Carrier-Specific Bulk Bill
Example: GCI-LEC in Sitka

Competition
Triggers Exit

g

PTI - Sitka Service Area

Set Overall Rate Cap:

Overall Rate Cap = $ 1,237,688
12,178 lines

Overall Rate Cap = $ 8.47 /line/month

T

Allocate $8.47 to Originating and Terminating Categories:

GCI-LEC allocates $8.47 to originating and terminating switched access:
Originating portion = $2

Terminating portion = $8.47 - $2 = $6.47

GCI-LEC
Originating Bulk Bill

GCI-LEC

Terminating Bulk Bill
OrigBB = $2 * 2,000 lines TermBB = $6.47 * 2,000 lines
OrigBB = $4,000 TermBB = $12,940

(Computed monthly) (Computed monthly)

Assess to IXCs: Assess to IXCs:

With 99% of GCI-LEC's originating With 40% of GCI-LEC's
switched access minutes, GCI-IXC terminating switched access
would pay: minutes, GCI-IXC would pay:
(.99) * $4,000 = $3,960 (.4) *$12,940 = $5,176

And with 1%, AT&T would pay: And with 60%, AT&T would pay:
(.01) * $4,000 = $40 (.6) * $12,940 = $7,764
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3 AAC 48.275(b) is anended! by adding the follow ng subsecti on:

(d) Subsection (a) of this section does not apply to

filings for the developnent and support of access charges.

Filings for the devel opnent and support of access charges nust be

in accordance with the Alaska Intrastate |nterexchange Access

Charge Manual . (Eff. 9/12/75, Register 55; am 6/8/ 78, Register

66; am 6/29/84, Register 90; am [/ [/ , Register [/ | )
Aut hority: AS 42.05. 141 AS 42.05.411 AS 42.06. 350
AS 42.05. 151 AS 42.05.431 AS 42.06.370

AS 42.05. 361 AS 42.05. 441 AS 42.06. 390
AS 42.05. 391 AS 42.06. 140( a)

3 AAC 48.430(b), (d), and (e) are anended and a new (1) is added,
to read:

3 AAC 48.430. JURISDICTIONAL SEPARATIONS. (a) Except as set out
in (b) - (j) of this section, the Separations Mnual (standard
procedure for separating telephone property costs, revenues,
expenses, taxes, and reserves) as set out in Part 36 of the
Federal Communi cations Comm ssion regulations (47 CF. R 36) and

anmended through August 8, 1988, is adopted by reference. The

I'n this Appendi x, changes to the regulations are illustrated
in legislative drafting style, i.e., additions are underlined,
deletions are [IN ALL CAPI TAL LETTERS AND ENCLOSED | N BRACKETS],
and the new article is set out w thout underlining.
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property costs, revenues, expenses, taxes, and reserves of each
tel ephone wutility wll be allocated in accordance with the
princi ples and procedures in Part 36, except as set out in (b) -
(j) of this section, for use by the comm ssion in establishing
rates for tel ephone utilities.

(b) Except as set out in (e) and (f) of this section, "state
toll" is substituted for "state" throughout Part 36.

(c) Sections 36.1(b), 36.2(b)(3), and (e), 36.155(a),
36.331(b), and 37.377(a)(7) are nodified by substituting "state
toll and local" for "state and interstate" and "interstate or
state.”

(d) 47 CF.R 36.2(b)(3)(iv), 36.126(c)(3), and 36.154(c) -

(f) are not adopted. The following rule applies [ RULES APPLY]:

(1) [BEG NNING JANUARY 1, 1994,] Category 4.13 and
Category 1.3 costs, as defined by 47 CF. R 36.126(a) and (b)
and 36.154(a), will be apportioned by an allocation factor of
. 20.

(2) Repealed [/ |/

(3) Repealed [/ |/

(4) Repealed [/ [/

(5 Repealed [/ |/
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(e) 47 C.F.R 36.125(b) - (f) are not adopted. The
follow ng rules apply:

(1) Beginning January 1, 1999 [1994], Category 3

i nvestnment, as defined by 47 CF. R 36.125(a), is apportioned to

the state toll jurisdiction on the basis of the state toll dial

equi pnent _m nute of use (DEM factor. The state toll DEM factor

is the ratio of the state toll DEMto total DEM [ AN ADJUSTED DI AL

EQUI PMENT M NUTES OF USE (DEM) ALLOCATOR THAT EQUALS RELATI VE DEM
| .E., THE M NUTES OF HOLDI NG TIME OF THE ORI G NATI NG AND TERM NAT-
| NG LOCAL SW TCHI NG EQUI PMENT, AS "HOLDI NG TIME' 1S DEFINED I N THE
GLOSSARY OF 47 C.F.R 36, TIMES A VI GHTI NG FACTOR SET OUT IN (5)
OF THI'S SUBSECTI ON] .

(2) Beginning January 1, 1999, Category 3 investnent,

as defined by 47 CFE. R 36.125(a). is apportioned to the AUSF on

the basis of weighted state toll DEM mnus state toll DEM

Weighted state toll DEM is equal to state toll DEM tines a

weighting factor set out in (3) of this subsection. [DURI NG THE

1990 - 1993 PERI OD, CATEGORY 3 | NVESTMENT | S APPORTI ONED BY THE
APPLI CATI ON OF AN | NTRASTATE ALLOCATI ON FACTOR THAT | S COMPUTED BY
ADDI NG THE FOLLOW NG TWO ELEMENTS FOR THE APPROPRI ATE TRANSI TI ON

YEAR THE A COVPONENT TIMES THE COWPOSI TE ALLOCATOR PLUS THE B
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COMPONENT TI MES THE ADJUSTED DEM ALLOCATOR, AS SPECI FIED IN (3)
AND (4) OF THI'S SUBSECTI ON. THE COMPOSI TE ALLOCATOR 1S EQUAL TO
THE | NTRASTATE ALLOCATI ON FACTOR APPLI ED TO CATEGORY 3 | NVESTMVENT
IN 1987. THE ADJUSTED DEM ALLOCATOR | S COMPUTED AS DESCRI BED I N
(1) OF TH S SUBSECTI ON.

(3) THE "A COVPONENT" FOR EACH OF THE FOUR YEARS |S AS

FOLLOWNS
YEAR " A COVPONENT"
1990 .75
1991 . 50
1992 . 25
1993 . 00
(4) THE "B COVPONENT" FOR EACH OF THE FOUR YEARS | S AS
FOLLOWNS
YEAR "B COVPONENT"
1990 . 25
1991 . 50
1992 .75
1993 1. 00]
(3) [5] The applicable weighting factor is as foll ows:
NUVBER OF ACCESS LI NES VAEI GHTI NG
| N LOCAL EXCHANGE COVPANY FACTOR

0- 10, 000 3.0
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10, 001- 20, 000 2.5
20, 001-50, 000 2.0
50, 001- or above 1.0

(4) [6] Notwithstanding (1) - (3)[5] of this subsec-

tion, the allocation factor to intrastate toll and universa

service is limted to a level that brings the total allocation to

interstate toll plus federal switching support portion of

uni versal service plus intrastate toll plus the DEM weighting

support portion state universal service to the percent of Category

3 investnent determ ned for each |ocal exchange conpany by the
foll owi ng fornmula:

[ (THE NUVBER OF EXCHANGES W TH TOLL
FREE CALLING TO LESS THAN 100 AC
CESS LI NES)

.85 + .05 e

(TOTAL NUVBER OF EXCHANGES)]
.85 + (.05 X (A + B))

A = the nunber of exchanges with toll free calling to
|l ess than 100 access lines

B = the total nunber of exchanges

(5) Any reductions to intrastate factors resulting from

application of (3) and (4) of this subsection shall be applied

first to reduce the DEM weighting support portion of state
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uni versal service factor, with any residual used to reduce the

intrastate toll DEM factor.

(f) Sections 36.142(b) and 36.377(a)(l)(i), (a)(l)(iii),
(a)(2)(v), and (a)(3)(vi) are nodified by substituting "local" or
"l ocal exchange" for "state" in the phrases "state jurisdiction”
and "state operations."

(g) Section 36.154 is nodified by adding "Subcategory 1.4,
| ocal private lines," in section 36.154(a) and incl udi ng subcat e-
gory 1.4 in the direct assignnents provided in section 36.154(b).

(h) Section 36.181(a) is nodified by substituting "state tol
operation"” for "interstate operation."”

(1) Section 36.377(a)(1)(l), (a)(2)(v), and (a)(3)(vi) is
nodi fi ed by adding "local private |ine expense" to the assignnments
provided in these sections.

(j) Section 36.377(a)(7) 1is nodified by substituting
"revenues of" for "revenues deposited in."

(k) Subparts F and G of Part 36, sections 36.601 - 36.741,
are not adopt ed.

(1) Unless the context indicates otherwise, in this section
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(1) "D al equipnent mnutes of use" or "DEM neans the

mnutes of holding tine of the originating and term nati ng | ocal

swi tchi ng equi pnent: and

(2) "Holding Tine" nmeans the tine in which an item of

tel ephone plant is in actual use either by a custoner or an

oper at or. For exanple, on a conpleted tel ephone call. holding

tine includes conversation tine as well as other tine in use. At

local dial offices any neasured minutes which result from other

than custoner attenpts to place calls (as evidenced by the dialing

of at least one digit) are not treated as holding tinme. (Eff.

7/ 18/ 75, Register 55; am 11/25/83, Register 88; am 4/9/89,

Regi ster 110; am 3/28/90, Register 113; am _/ |/ |, Register

_ )

Aut hority: AS 42.05.141 AS 42.05.151(a) AS 42.05. 401( a)

Editor's Notes: A copy of the Separations Manual, 47 C F.R 36,
as anended through August, 1988, may be obtained by witing the
Federal Communications Commi ssion, 1919 "M Street, N W,
Washi ngton, D.C. 20554. A copy is also available for inspection
at the offices of the Alaska Public Uilities Conm ssion as
specified in 3 AAC 48.010(a).

Under AS 44.62.125(b)(6) and AS 01.05.031(b)(7), the
regul ati ons attorney added subsec. (k) to 3 AAC 48.430 as of
Regi ster 112, January 1990. The APUC had adopted that subsecti on,
but it was inadvertently omtted fromthe set of 3 AAC 48.430
amendnents that was filed on March 10, 1989.

3 AAC 48.440 1s amended to read:
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3 AAC 48.440. RATES FOR [INTEREXCHANGE ACCESS. Access
charges shall be assessed for use of |ocal exchange tel ephone
utility facilities by the providers of intrastate interexchange
t el ecommuni cati ons services. Those charges nust be determ ned,
assessed, and collected, and revenues fromthose charges nust be
distributed, in accordance with the comm ssion’s rules as set out
in the Alaska Intrastate |Interexchange Access Charge Manual, dated

January 1, 1999 [OCTOBER 28, 1992]. That manual is avail abl e at

the offices of the Alaska Public Wilities Comm ssion as specified
in 3 AAC 48.010(a). (Eff. 2/16/90, Register 113; am 4/7/93,
Regi ster 126; am __/ |/ ), Register )

Aut hority: AS 42.05. 141 AS 42.05. 321 AS 42.05. 381

AS 42.05.151 AS 42.05. 361 AS 42.05. 401
AS 42.05. 311 AS 42.05.371 AS 42.05. 830

3 AAC 48.820 is anended by adding the foll ow ng paragraphs:

(47) "nonpooling conpany" neans a conpany that is not a

participant in the access charge pool established by the Al aska

Intrastate | nterexchange Access Charge Manual :

(48) "pooling company" neans a conpany that is a participant

in the access charge pool established by the Al aska Intrastate

| nt erexchange Access Charge Manual . (Eff. 1/13/73, Register 44;

am 1/ 19/ 80, Register 73; am 6/29/84, Register 90-. am 6/27/92,
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Regi ster 122; am 7/12/92, Register 123; Ef. _/_ /| _ ; Register
_I_1_)
Aut hority: AS 42.05.141  AS 42.05.411  AS 42.06. 350

AS 42.05.151 AS 42.05. 431 AS 42.06. 370
AS 42.05. 361 AS 42.05. 441 AS 42.06. 390
AS 42.05. 391 AS 42.06. 140

Publisher®s Note: In view of the addition of the follow ng
sections, Article 2 will need to be revised and existing Articles
2-6 will need to be renunbered as 3-7.

3 AAC 53 is anended by addi ng new sections to read:
Article 2. UNIVERSAL SERVICE FUND.

Section
300 Applicability, finding, purpose, and waiver.
310 Sel ection of adm nistrator
320 Admnistrative costs
330 Reports, audits, and separation of funds
340 Universal service surcharge
350 Distribution of AUSF
399 Definitions

3 AAC 53.300. APPLICABILITY, FINDING, PURPOSE, AND WAIVER.
(a) The provisions of 3 AAC 53.300 - 3 AAC 53.399 apply to all
public wutilities that provide intrastate teleconmunications
service in Al aska.

(b) The purpose of 3 AAC 53.300 - 3 AAC 53.399 is

(1) to pronote the efficiency, availability and

affordability of universal tel ephone service in
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Al aska through the establishment of the Al aska
Uni versal Service Fund (AUSF);

(2) to recalculate the rates and charges of
intrastate telecomunications utilities so as to
make explicit any subsidies which have previously
been inplicit; and

(3) to inplenent state participation in federal prograns
for the support of wuniversal service under 47 USC
Section 254 of the Federal Communications Act, as

anended by the Tel ecommuni cations Act of 1996.

(c) The purpose of 3 AAC 53.300-3 AAC 53.399 is not to

(d)

raise revenue for the maintenance of any governnent
service offered to the general public.

For good cause shown, the commssion wll, in its

di scretion, waive the application of all or any portion of 3 AAC

53. 300 -

3 AAC 53.399 to a public utility providing intrastate
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t el ecommuni cations service and establish appropriate criteria for
that public utility. (Eff. _/ [/ _, Register _ )
Aut hority: AS 42.05. 141 AS 42.05. 431 AS 42.05. 800

AS 42.05. 145 AS 42.05.711 AS 42.05. 840
AS 42.05. 151

3 AAC 53.310. SELECTION OF ADMINISTRATOR. (a) The comm s-
sion will select an admnistrator of the Al aska Universal Service
Fund.

(b) The adm ni strator nust

(1) operate the fund in a neutral and inpartial manner;
(2) have the skills to bill, collect, and distribute
| arge financial suns on a nonthly basis;

(c) The admnistrator serves at the conm ssion’s discretion.

(e) The adm nistrator nust provide a bond in the anount of
three nonths’ universal service fund paynents.

(Eff. _/ | , Register _)
Aut hority: AS 42.05. 141 AS 42.05.431 AS 42.05. 800
AS 42.05. 145 AS 42.05.711 AS 42.05. 840
AS 42.05. 151
3 AAC 53.320. ADMINISTRATIVE COSTS. (a) By September 1 of

each year, the admnistrator shall submt a proposed budget for
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the followng year. The admnistrator's conpensation shall not
exceed t he budget approved by the comm ssion.

(b) Adm nistrative costs shall be included, along wth AUSF
support costs, in the calculation of the surcharge factor as
detailed in 3 AAC 53.340. (Eff. _/_ /| __, Register _ )

Aut hority: AS 42.05. 141 AS 42.05. 431 AS 42.05. 800
AS 42.05. 145 AS 42.05.711 AS 42.05. 840
AS 42.05. 151

3 AAC 53.330. REPORTS, AUDITS, AND SEPARATION OF FUNDS.
(a) The adm ni strator shall keep the universal service support
funds separate from all other funds under the control of the
adm ni strator.

(b) The admnistrator shall be subject to a yearly audit by
an i ndependent accounting firmand nmay be subject to an additi onal
audit by the commssion, if so ordered. The admnistrator shall be
subject to a close-out audit at the end of its term

(c) The adm nistrator shall report annually to the comm s-
sion an item zation of nonthly adm nistrative costs that shal
i nclude all expenses, receipts, and paynents associated with the
adm ni stration of the AUSF and shall provide the comm ssion ful

access to the data coll ected under the adm ni strati on of the AUSF.
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(d) Information based on the admnistrator's reports will be
made public at | east once a year as part of a nonitoring report.

(e) The admnistrator shall report quarterly to the
comm ssion on the disbursenent of universal service funds al ong
with any recomended changes to the surcharge factor. The
adm ni strator shall keep separate accounts for the anounts of
nmoney collected and disbursed for wuniversal service support
aut hori zed by the conmm ssion.

(f) The adm nistrator shall have authority to audit any
utility required to pay the universal service surcharge and any
utility that has received paynents fromthe AUSF. The adm nstrat or
shall establish procedures to verify all paynents into and al
di stributions out of the AUSF. The adm nstrator may suspend or
del ay paynents to a utility if that utility fails to adequately

verify the amounts it clains are due to it, or if the conm ssion

directs the admnistrator to do so. (Eff. _/_ [/ _ , Register _ )
Aut hority: AS 42.05.141  AS 42.05.431 AS 42.05. 800
AS 42.05.145 AS 42.05.711
AS 42.05. 840

AS 42.05. 151

3 AAC 53.340. UNIVERSAL SERVICE SURCHARGE. (a) A public

utility that provides intrastate tel ecomunications service to the
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or to those classes of users as to be effectively

available to the public, for a fee shall pay a universal service

surcharge to the universal service fund. For purposes of 3 AAC

53. 300 -
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)
(15)
(16)

(17)

3 AAC 53.399 intrastate tel ecomuni cations i ncl ude:
cel lul ar tel ephone and pagi ng servi ces;
nmobi | e radi o servi ces;
operat or services;

personal comruni cati ons services (PCS)
access to interexchange service;
speci al access service;
WATS;
toll-free service;

900 servi ce;

nmessage tel ephone service (MIS);
private |line service;

t el ex;

t el egr aph;

vi deo servi ces;

satellite service;

resale of intrastate services; and

pay phone services.
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A public utility providing open video systens (OVS), cable |eased
access, or direct broadcast satellite (DBS) services shall not be
required to pay the universal service surcharge on the basis of
revenues derived fromthose services.

(b) A public utility providing a service identified in (a)
of this section shall provide to the admnistrator a verified
accounting of its intrastate end user revenues. The accounting
shall be submtted on a formknown as the AUSF Worksheet that w ||
be specified by order the conm ssion. The conpleted AUSF
Wor ksheet shall be submtted to the admnistrator twice a year
The first AUSF Wrksheet shall be due March 31, of each year,
containing data for the prior cal endar year. The second AUSF
Wr ksheet shall be due Septenber 1, of each year, containing data
for the six-nonth period from January 1 through June 30 for the
current calendar year. If a utility' s paynents to the AUSF in any
given year would be less than $100, that utility will not be
required to submt a paynent or the AUSF Wrksheets for that year,
unless the utility has received paynents from the AUSF in that
year.

(c) By October 1 of each year, the admnistrator shal

estimate the total amount of the AUSF support that will be needed
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Register ___, 1998 COMMERCE AND ECONOM C DEVEL OPMENT

for the calendar year (including admnistrative expenses) for
prograns authorized by the conmm ssion and shall estimate the
annual surcharge factor. The estimated surcharge factor shall be
equal to the ratio of the total statew de AUSF requirenment to the
total statew de end-user revenues. The adm nistrator shall adjust
the estinmated surcharge factor on a quarterly basis, as necessary,
as provided for in 3 AAC 53.330(e). The surcharge factor nust be
approved by the comm ssion.

(d) The admnistrator shall bill all intrastate tel ecomuni-
cations service utilities on a nonthly basis.

(e) Any collections in excess of AUSF distribution require-
ments for any nonth shall be held in a lowrisk interest bearing

account and used for disbursenents in the followng nonth. (Eff.

| |, Register )
Aut hority: AS 42.05. 141 AS 42.05. 431 AS 42. 05. 800
AS 42.05. 145 AS 42.05.711 AS 42. 05. 840

AS 42.05. 151

3 AAC 53.350. DISTRIBUTION OF THE AUSF. (a) The
adm ni strator shall distribute on a nonthly basis funds authorized
by the comm ssion for

(1) dial equipnent mnute (DEM weighting and

(2) lifeline support.
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Register ___, 1998 COMMERCE AND ECONOM C DEVEL OPMENT

(b) The DEM weighting revenue requirenment for a pooling
conpany shall be determned by the commssion as part of the
annual access charge process for a pooling conpany. The DEM
wei ghting revenue requirenent for an eligible nonpooling conpany
is determned at the tine that the incunbent exits the pool and
shal |l be based upon its nobst recent access revenue requirenent.
A distribution of the AUSF for DEM wei ghting shall be nmade nonthly
by the adm nistrator to each qualifying conpany. The adm nistra-
tor shall distribute to a pooling conpany one twelfth of their DEM
wei ghting revenue requirenent each nonth. The adm ni strator shal
cal cul ate and distribute the amount of DEM wei ghting support for
a non-pooling conpany by distributing to each eligible carrier
Wi thin a study area the proportionate share of the DEM wei ghti ng
support amount for that study area based upon the carrier’s
percentage of reported nunber of access lines for that study area
for that nonth.

(c) AUSF support for the lifeline programshall be provided
in an anmount sufficient to maximze the federal lifeline contribu-
tion. The adm nistrator shall distribute each nmonth to each

eligible teleconmmunications carrier an anount equal to the
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Register ___, 1998 COMMERCE AND ECONOM C DEVEL OPMENT

necessary state contribution per line times the nonthly nunber of
qual ifying local lifeline customers.
(d) In the case of a fund shortage in any particul ar nonth,
the admnistrator will distribute funds in the followng priority:
(1) admnistrative costs;
(2) universal service support eligible in a prior nonth
but not funded in that nonth;
(3) lifeline support;
(4) DEM wei ghti ng.
(Eff. _/ | , Register _)
Aut hority: AS 42.05. 141 AS 42.05.431 AS 42.05. 800
AS 42.05. 145 AS 42.05.711 AS 42.05. 840

AS 42.05. 151

3 AAC 53.399. DEFINITIONS. Unl ess the context indicates

ot herwi se, in 3 AAC 53.300 - 3 AAC 53. 399
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Register ___, 1998 COMMERCE AND ECONOM C DEVEL OPMENT

(1) “AUSF" neans the Al aska Universal Service Fund;

(2) “eligible telecommunications carrier” neans a
tel ecommuni cations utility eligible under 47 USC Section 214(e) of
t he Federal Conmunications Act, as anmended by the Tel econmuni ca-
tions Act of 1996.

(3) “lifeline" has the sanme neaning as set out in
47 C.F.R 854.401 that is in effect on Novenber 1, 1998;

(4) “nonpooling conpany” neans a conpany that is not a
participant in the access charge pool established by the Al aska
Intratstate Access Charge Manual

(5) “pooling conpany” nmeans a conpany that is a
participant in the access charge pool established by the Al aska
I ntrastate Access Charge Manual

(6) “universal service surcharge” is a rate paid by a
utility for the use of the public tel econmunications network.

(Eff. _/ | __,Register _ )
Aut hority: AS 42.05. 141 AS 42.05.431 AS 42.05. 800
AS 42.05. 145 AS 42.05.711 AS 42.05. 840
AS 42.05. 151
Editor™s notes: A copy of 47 C.F. R 854.401, nentioned in 3 AAC
53.399(2), is available for inspection at the offices of the

Alaska Public Uilities Commssion as specified in 3 AAC
48. 010( a) .
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Summary of Supplemental Comments Filed on October 7, 1998
R-97-5/6

Supplemental Joint Consensus (GCI, GTE Alaska, PTI, United, ATU, ATU-LD, Rura Codlition,
and AECA)

1. The Parties request the Commission to adopt the CASBB, as proposed and described
by Commission Staff in its Report of September 15, 1998, as an initia step to resolve the
issue of NTS recovery for non-pooling LECs beginning January 1, 1999.

2. The Parties agree that adoption of the CASBB constitutes only transitional access
charge reform.

3. The Parties request the Commission to require quarterly reports from non-pooling
facilities-based LECs during 1999 on the operation of the CASBB in the Anchorage

market, that the Commission sponsor a workshop to study the operation of the CASBB

early in the year 2000, and that the Commission review the operation of the CASBB

based on the reports and the results of the workshop. The quarterly reports of each LEC

shall include, for each month and for the separate originating and terminating bulk bills,

the calculation of the monthly bulk bills, the market share of each interexchange carrier,

the amount billed to each interexchange carrier, and a discussion of any significant issues

regarding implementation of the CASBB.
4. The Parties agree that implementation of the CASBB should be based on the

following guidelines:
a. The dollars per line price cap should be based on the last approved intrastate NTS
revenue requirement of the incumbent LEC, divided by the number of revenue-
producing lines served by the incumbent LEC at the end of the test period for the
revenue requirement;
b. In the determination of the maximum monthly bulk bill(s) of each non-pooled LEC,
the number of revenue-producing lines shall be based either on the average of beginning
of period and end of period number of lines, or based on such other line count that is
reasonably synchronized with the billing period.
c. In the count of revenue-producing lines necessary for the calculations set out in (a)
and (b) above, the Parties wish to rely to the extent possible on the count of lines
required for existing reports (such asto the National Exchange Carriers Association),
and the federal definitions used for such counts, rather than creating new counting
requirements. However, at this time the Parties have unable to determine conclusively
whether or not the federal definitions used for existing reports are entirely appropriate in
purposes of CASBB calculation, and the Parties will further investigate that issue.
d. The monthly access minutes of interexchange carriers used to determine market share
shall be reasonably synchronized with the calculation of lines served.

AT&T

DEM: AT&T strongly endorses the joint industry consensus that DEM weighting is an
implicit subsidy that must be removed from access charges and collected through an explicit,
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competitively neutral mechanism. The flawsin the current DEM subsidy identified by Staff
should not prevent the remova of DEM from access charges because “when the broader group
that will be paying into the AUSF sees the flaws in DEM weighting... there will be broad based
pressure to investigate and eliminate them.”

Administration of CASBB: I XCs must have access to originating and terminating access
minutes of use (AMOUSs) broken out by LEC as well as each LEC’ s total originating and
terminating volumes. The best way of doing this may be to require that non-pooling LECs
provide al originating and terminating AMOU datato every IXC. The CASBB needsto be
monitored closely and revisited “if it goes off the tracks or leads to unanticipated consequences
that disadvantage AT& T Alascom’s customers.”

Long term reform: Recommends quantitative analysis similar to that done in Nebraska

Legality of AUSF: “...the prudent thing for the Commission and al interested parties to
do would be to seek enactment of a statute to cure the perceived defects in the current
proposal.” A court order enjoining the AUSF process, prior to corrective legisation, would
create horrendous problems.

GCl

CASBB: Adopt the CASBB as proposed by the Staff and accepted by the Supplemental
Joint Consensus.

DEM: Thereis no dispute that the DEM subsidy is an implicit subsidy that should be
removed from access charges. GCI disagrees with Staff that there are too many unresolved
issues to proceed at thistime. The only issue that needs to be resolved now is the double
counting of local minutes. GCI states that a change to double counting would cause a mismatch
between federa and state jurisdictions.

Establishment of AUSF: The Commission should proceed to establish an AUSF, subject
to review by the DOL.

AT

Pooling: ATU reiterates earlier comments in opposition to mandatory depooling.

CASBB: ATU “offersits qualified, and time delimited endorsement of Staff’s CASBB
proposal.” The CASBB should be an interim, not along term, solution. “ATU believes that the
specific Staff proposal for differentiating originating and terminating access, coupled with the
overall downward pricing flexibility available under the per line rate cap, is a useful adjunct to
the underlying bulk bill approach Staff advocates. If the Commission eliminates the differential
originating and terminating pricing flexibility proposed by Staff, the Commission should allow
special contracts and or term and volume tariff discounts.

Deaveraging: The Commission should not preclude access charge deaveraging by LECs.

AUSF Legality: ATU believes that “alegidative solution holds the highest promise for a
successful outcome.”

AUSF Administration: ATU opposes the recommendations included in the Staff Report
“that categorically exclude consideration of the AECA as the AUSF administrator.

Carrier of Last Resort (CoLR): ATU does not believe that the Staff Report adequately
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addressed the CoLR issues of concernto ATU.

PTI

CASBB: Supports adoption of the CASBB as a transitional access reform.

Pool Withdrawa Mechanism: PTI has doubts about Staff’s proposed modification to the
pool withdrawa mechanism. PTI questions whether the certification trigger proposed by Staff
could result in premature forced withdrawal from the pool in some instances, for examplein the
case of apure reseller.

AUSF Administration: AECA should not be precluded from being considered to
administer the AUSF.

Legdlity of AUSF: The Commission should implement the AUSF. If thefund is
challenged, it is better that this happens while it is modest in scope; the Commission and
industry will gain valuable experience working out the details.

Rural Coalition

CASBB: The Rura Coalition believes that the CASBB is a reasonable compromise that
accommodates the interest of al parties, including ratepayers, for the reasons set forth by Staff
in its September 15, 1998 Report.

AUSF Legality: The Rural Coalition believes the Commission “should proceed
immediately with the creation and establishment of the AUSF and, to the extent that the
Commission believesit is necessary, it should seek additional legidation to “shore up” any
deficiencies that might exist in the current statutes.

Deaveraging: The Commission should allow deaveraging as a positive right for LECs
facing facilities-based or UNE-based competition. Additionally, the Commission should not
adopt the “net public benefit” standard but instead rely upon the more traditional standards of
fairness, reasonableness, non-discrimination, and cost-causer cost-payer in adjudicating a LEC's
request to deaverage its access charges.

United

AUSF: Agrees with Staff’s recommendation to “proceed with a state universal service
fund solely to provide monthly financia assistance to low-income households for telephone
subscribership.” Recommends coordination with State’s Permanent Fund Administrator to see
if low-income households can be enrolled, and annually recertificated, for Lifeline assistance
when they complete their permanent fund dividend applications.

NTS Cost Recovery: Agrees with Staff that the PICC approach is flawed and that bulk
bill weighting should be eliminated.

AUSF Legality: Commission should proceed with adoption of AUSF. Lega risks are
probably minimal. Legidation should await further federal changesin interstate USF.

AECA
AUSF Administration: AECA opposes the Commission’s proposed regulations for
administration and governance of the AUSF. AECA proposes a structure that would allow
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AECA to be the administrator of the AUSF. AECA dlegesthat Staff has recommended that the
Commission adopt a competitive bid process that does not allow anyone with industry
experience to bid.

Legality of AUSF: AECA acknowledges that there are legal risks associated with
adoption of AUSF but recommends that the Commission do it anyway. Does not believe that
AUSF assessments are atax. Believes that Commission has sufficient statutory authority to
establish fund. Believes that the Commission can reduce its legal risks by using AECA to
manage the AUSF.

Bristol Bay

AUSF Legality: AUSF collections need not -- and should not -- be taxes. If
A$A42.05.840 isread in Conjunction with AS 42.05.141(a), .145, .151(a) and .800 through .890,
there are legally sufficient standards in the AUSF s enabling legidation to sustain its proposed
operations.
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NTS Cost Recovery Method: Carrier-Specific Bulk Bill

Competition
Triggers Exit

1l

Non-Pooling LECs

Set Overall Rate Cap:

Overall Rate Cap = Exiting ILECs NTS access rev-reqg prior to exit
Exiting ILEC access lines just prior to exit

Overall Rate Cap = "A" $ /line/month

(Applies to ILEC and all CLECs operating in that service area.)

-

Allocate "A" to Originating and Terminating Cateqgories:

Each LEC allocates "A" to originating and terminating switched access:
Originating portion = "B" (must be at least $2).

Terminating portion = "C" (cannot exceed A - B).

Monthly

Monthly
Originating Bulk Bill

Terminating Bulk Bill

="B" times the LEC's switched
access lines in the exiting
ILEC's service area

="C" times the LEC's switched
access lines in the exiting
ILEC's service area

="0OrigBB" (computed monthly)

="TermBB" (computed monthly)

Assess to IXCs: Assess to IXCs:

Monthly, the LEC may charge Monthly, the LEC may charge
IXCs a pro rata portion of its IXCs a pro rata portion of its
OrigBB based on each IXC's TermBB based on each IXC's
portion of the LEC's originating portion of the LEC's terminating
switched access minutes in switched access minutes in
that service area. that service area.




Carrier-Specific Bulk Bill
Example: ATU

Competition
Triggers Exit

!

ATU Service Area

Set Overall Rate Cap:

Overall Rate Cap = $ 8,186,060
151,499 lines

Overall Rate Cap = $ 4.50 /line/month

T

Allocate $4.50 to Originating and Terminating Cateqgories:

ATU allocates $4.50 to originating and terminating switched access:
Originating portion = $2

Terminating portion = $4.50 - $2 = $2.50

ATU
Originating Bulk Bill

ATU

Terminating Bulk Bill
OrigBB = $2 * 150,000 lines TermBB = $2.50 * 150,000 lines
OrigBB = $300,000 TermBB = $375,000

(Computed monthly) (Computed monthly)

Assess to IXCs:

With 50% of ATU's originating
switched access minutes, GCI
would pay:

(.5) * $300,000 = $150,000

And with 50%, AT&T would pay:

(.5) * $300,000 = $150,000

Assess to IXCs:

With 40% of ATU's terminating
switched access minutes, GCI
would pay:

(.4) * $375,000 = $150,000

And with 60%, AT&T would pay:
(.6) * $375,000 = $225,000




Carrier-Specific Bulk Bill
Example: GCI-LEC in Anchorage

Competition
Triggers Exit

!

ATU Service Area

Set Overall Rate Cap:

Overall Rate Cap = $ 8,186,060
151,499 lines

Overall Rate Cap = $ 4.50 /line/month

T

Allocate $4.50 to Originating and Terminating Categories:

GCI-LEC allocates $4.50 to originating and terminating switched access:
Originating portion = $2

Terminating portion = $4.50 - $2 = $2.50

GCI-LEC
Originating Bulk Bill

GCI-LEC

Terminating Bulk Bill
OrigBB = $2 * 10,000 lines TermBB = $2.50 * 10,000 lines
OrigBB = $20,000 TermBB = $25,000

(Computed monthly) (Computed monthly)

Assess to IXCs: Assess to IXCs:

With 99% of GCI-LEC's originating With 40% of GCI-LEC's
switched access minutes, GCI-IXC terminating switched access
would pay: minutes, GCI-IXC would pay:
(.99) * $20,000 = $19,800 (.4) * $25,000 = $10,000

And with 1%, AT&T would pay: And with 60%, AT&T would pay:
(.01) * $20,000 = $200 (.6) * $25,000 = $15,000




Carrier-Specific Bulk Bill
Example: PTI - Sitka

Competition
Triggers Exit

!

PTI - Sitka Service Area

Set Overall Rate Cap:

Overall Rate Cap = $ 1,237,688
12,178 lines

Overall Rate Cap = $ 8.47 /line/month

T

Allocate $8.47 to Originating and Terminating Categories:

PTI-Sitka allocates $8.47 to originating and terminating switched access:
Originating portion = $2

Terminating portion = $8.47 - $2 = $6.47

PTI-Sitka
Originating Bulk Bill

PTI-Sitka

Terminating Bulk Bill
OrigBB = $2 * 12,000 lines TermBB = $6.47 * 12,000 lines
OrigBB = $24,000 TermBB = $77,640

(Computed monthly) (Computed monthly)

Assess to IXCs: Assess to IXCs:

With 45% of PTI-Sitka's originating With 40% of PTI-Sitka's
switched access minutes, GCI terminating switched access
would pay: minutes, GCI would pay:

(.45) * $24,000 = $10,800 (.4) * $77,640 = $31,056

And with 55%, AT&T would pay: And with 60%, AT&T would pay:
(.55) * $24,000 = $13,200 (.6) * $77,640 = $46,584




ALASKA INTRASTATE INTEREXCHANGE ACCESS CHARGE MANUAL
PURSUANT TO 3 AAC 48. 440
EFFECTIVE [OCTOBER 28, 1992]!

Article

000. Ceneral (001 - 005)

100. Conputation of Charges (101-119)

200. (Reserved) [DETERM NATI ON OF WEI GHTS (201)]

300. Apportionnent of Net Investnent (301-311)

400. Apportionment of Expenses (401-411)

500. (Reserved)

600. Exchange Carrier Association and Its Functions (601-607)

700. Revenue Requirement, Supporting Information, and Monitoring (701-704)
800. Definitions (801)

ARTICLE 000. GENERAL

Section

001. Application and purpose.

002. (Reserved)

003. Annual access charge determ nation
004. Charges to be filed.

005. Custoners to be assessed.

Section 001(a) is anended to read:

001. APPLICATION AND PURPOSE. (a) Thi s Manual estab-
lishes rules for access charges for intrastate access services
provi ded by tel ephone conpanies on or after January 1, 1999

[1991] .

1An effective date will be added when a new date has been
det er m ned.

In this Appendi x, changes to the Manual adopted in Dockets
R-97-5 and R 97-6 are illustrated in legislative drafting style,
i.e., additions are underlined and deletions are [IN ALL CAPI TAL
LETTERS AND ENCLOSED | N BRACKETS] .
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Section 001 is further anended by addi ng subsections (d) —(e)
to read:

(d) Participation in the access charge pool by an ILEC is

mandatory until the exit date specified by conm ssion order. The

exit date will be specified in the same order that issues a

certificate of public conveni ence and necessity to the first CLEC

to provide local switched access service, through the CLEC s

facilities or through unbundled rate elenents, in the ILEC s

service area. The exit date shall be coordinated by the

commi ssion to coincide with approval or revision of the ILEC s

access tariff, the CLEC s access tariff, AECA s revised access

tariff, and the commensenent of service by the CLEC utilizing

unbundl ed network elenents or its own facilities. Parti ci pation

by the ILEC in the AECA pool is prohibited on or after the exit

date.

(e) Participation by a CLEC in the access charge pool is

pr ohi bi t ed.

Section 003 is anended to read:
003. ANNUAL ACCESS CHARGE DETERMINATION. (a) Access

charges will be determned annually for pooling conpanies with

a schedul ed effective date of January 1. Conpanies required to

withdraw fromthe pool based on criteria in Section 001 will be

required. upon |l eaving the pool., to adopt access rates according

to the criteria in Sections 101 - 119. In order to determ ne

access char ges:
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(1) each pooling telephone conpany is required to
submt filings in accordance with Section 701; and
(2) the Association is required to submt filings in

accordance with Sections 702 and 703_on behal f of pool nenbers.

(b) The filing of any petitions for rejection, investiga-
tion, or suspension of the filings required by Sections 701, 702,
and 703, and the filing of any responses to such petitions, shal
comply with applicable rules relating to practice and procedure.

(c) The Association shall submt the filings described in
Sections 702 and 703 on behal f of [ALL] | ocal telephone conpanies

in the State of Alaska_remaining in the pool. A tel ephone

conpany may file separate comments on any conponent of the
filings.

(d) The recurring charges for all access el enents except
for the Special Access and Equal Access elenents shall be

aggregated and averaged for all tel ephone conpanies_renaining in

the pool. The recurring charges for the Special Access and Equal
Access el enents shall be provided on an individual conpany basis.
Al'l elenents, whether aggregated or individualized, shall be set
out in the Association tariff.

(e) A non-pooling company shall file a tariff for its

applicabl e access charge elenents. Mdifications to a non-pooling

conpany tariff nmust be in acccordance with Section 116.

(f) [(B)] Except as set forth in Section 004(b), the

Association tariff and a non-pooling conpany tariff shall not
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contain charges in the Billing and Collection category or the
| nf or mati on cat egory.

(g9) [(P)] The Association tariff and individual conpany

tariffs shall include procedures for resolution of disputes by
a tel ephone conmpany or interexchange carrier. If a dispute
rai sed under these procedures is not resolved, a telephone
conpany or interexchange carrier may file a conplaint with the
Comm ssi on under 3 AAC 48. 130.

(h) [(9] The Association tariff nust include rules
governi ng the measurenent and reporting of the data necessary for
determnation of each interexchange carrier's access mnutes to
be used in calculating the carrier's nonthly bulk bill access
payment s AND MJUST |INCLUDE WEIGHTS TO BE APPLIED TO THOSE

M NUTES] .

Section 004(b) is anended to read:

(b) The carrier's carrier charges for access services
filed with the Comm ssion shall also include a charge for the
White Pages Information subelement of Information services for

pooling LECs only.

Section 005(a) is anended to read:

005. CUSTOMERS TO BE ASSESSED. (a) Charges shall be
conput ed and assessed upon any individual, partnership, associa-
tion, joint-stock conpany, trust, corporation, governnental

entity, or other entity that orders the services offered under
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the Association's access tariff or _a non-pooling conpany tariff,

i ncludi ng Local Exchange Carrier(s), Interexchange Carrier(s),
entities acting as the functional equivalent of either Loca
Exchange Carrier(s) or Interexchange Carrier(s), whether

certificated or otherw se, and End-User(s).

ARTICLE 100. COMPUTATION OF CHARGES

Section
101. Ceneral. 110. (Reserved).
102. Price ceilings for non-pool - 111. Common transport.

ing LECs [ ( RESERVED) ]
103. (Reserved) 112. Dedicated transport.

104. Carrier common line for non- 113. (Reserved)
pool i ng Conpani es [ RESERVED]

105. Carrier comon |ine for 114. Special access.
pool i ng conpani es

106. Local switching. 115. Special access surcharges.
107. Equal access. 116. Modifying rates for
non- pool i ng conpani es
[ (RESERVED) ]
108. (Reserved) 117. (Reserved)
109. (Reserved) 118. Information services.

119. Billing and Coll ecti on.

Section 101 is anended to read:
101. GENERAL. Charges for each access elenent shall be

conmput ed and assessed as provided in Sections 101 -- 119 [105 --

115]. For _non-pooling, incunbent LECs with nore than one study

area, initial rates and price ceilings shall be computed on a

study area basis unl ess otherwi se authorized by the Commi ssi on.
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Section 102 is added to read:

102. PRICE CEILINGS FOR NON-POOLING LECS. A LEC exiting
the pool shall initially conpute all charges in Sections 108 --
115 wusing the nobst recent conpany specific access revenue
requi rement and demand approved by the conm ssion. The initial
rate for a rate elenent calculated in Sections 104, 106, 107
111, 112, 114, and 118 for non-pooling LECs will establish a
price ceiling for that rate elenent in the incunbent’s study
area. The price ceiling applies to the access rates for all LECs
providing access service in the incunbent’s study area.
Modi fication of rates below the price ceiling is permtted by

non- pool i ng conpani es in accordance with Section 116.

Section 104 is added to read:

104. CARRI ER COWDON LI NE FOR NON- POOLI NG COMPANI ES.
104. CARRIER COMMON LINE FOR NON-POOLING COMPANIES. (a) A
charge that is expressed in dollars and cents per |line per nonth
shal | be assessed upon all certificated interexchange carriers
based on their nunber of presubscribed |ines, and a charge that
is expressed in dollars and cents per access m nute of use shall
be assessed upon nonpublic utilities that provide interexchange
service and all de mnims carriers registered under 3 AAC
52.361. The charges of this paragraph however shall not be
assessed upon interexchange carriers to the extent that they

resell intrastate MIS or MIS-type services.
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(b) A nonthly carrier common line (CCL) rate cap shall be
determned by dividing the | ast approved intrastate NTS revenue
requirement of the incunbent LEC by the nunber of revenue
producing lines served by the incunbent LEC at the end of the
test period for the revenue requirenent.

(c) The nonthly originating bulk bill shall be determ ned
by first multiplying the originating conponent of the LEC s rate
cap by the LEC s revenue producing switched access |ines. The
nunber of revenue producing access lines shall be based either
on the average of beginning of period and end of period nunber
of lines, or based on such other |ine count nmethod approved by
the comm ssion that is reasonably synchronized with the billing
peri od.

(d) The nonthly termnating bulk bill shall be determ ned
by first multiplying the termnating conponent of the LEC s
monthly CCL rate cap by the LEC s revenue producing swtched
access lines. The nunber of revenue produci ng access |lines shall
be based either on the average of beginning of period and end of
peri od nunber of l|ines, or based on such other |ine count nethod
approved by the comm ssion that is reasonably synchroni zed with
the billing period.

(e) The originating conponent of the LEC s nonthly CCL rate
cap is an anmount expressed in dollars and cents per nonth and

nmust be less than or equal to the nonthly CCL Rate Cap.
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(f) The termnating conponent of the LEC s nonthly CCL rate
cap is an anmount expressed in dollars and cents per nonth and
shall be less than or equal to the LEC s nonthly CCL rate cap
m nus $2. 00.

(g) The sum of the termnating conponent of the LEC s
nmonthly CCL rate cap plus the originating conponent of the LEC s
monthly CCL rate cap nust be less than or equal to the LEC s
monthly CCL rate cap.

(h) A LECs nonthly CCL rate cap and the originating and
term nating conponents of the LEC s nonthly CCL rate cap nust be
specified in the LEC s tariff.

(i) ALECs nonthly originating CCL charge to an | XC shal
be determined each nmonth by multiplying the LEC s nonthly
originating bulk bill by the IXCs proportionate originating
mar ket share for the nonth neasured by the I XC s access mi nutes
originating on the LEC s facilities. An access custoner that
generates chargeable access mnutes is considered an | XC for
pur poses of this subsection.

(j) ALECs nonthly term nating CCL charge to an | XC shal
be determined each nmonth by multiplying the LEC s nonthly
termnating bulk bill by the IXC s proportionate term nating
mar ket share for the nonth neasured by the | XC s access mi nutes
termnating on the LEC s facilities.

(k) For purposes of this section, the LEC that initially

transmts an interexchange call for an end user, before transfer-
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ring it to any other carrier, is the originating LEC The
originating LEC is entitled to collect originating swtched
access charges fromthe originating | XC

(1) For purposes of this section, the LEC that delivers an
i nterexchange call to the end user that receives the call is the
termnating LEC. The termnating LEC is entitled to receive
term nating switched access charges fromthe term nating | XC

(m The first IXCto transmt an interexchange call after
it is transferred from the |ocal exchange network is the
originating I XC. The originating |IXC nust pay the originating
sw t ched access char ges.

(n) The last IXC to transmt an interexchange call before
it is transferred to the | ocal exchange network is the term nat-
ing | XC. The termnating | XC nust pay the termnating swtched
access charges.

(o) Al of the I XCs and LECs involved in the transm ssion
of interexchange calls nust provide interconnecting carriers with
sufficient information to allow accurate billing of both
originating and term nating swtched access charges.

(p) An access custoner that generates chargeabl e access
mnutes is considered an | XC for purposes of this subsection.

(gq) A non-pooling LEC may petition the Conmm ssion to de-

average the nonthly CCL rate cap established for an | LECs

study area. The LEC petitioning to deaverage has the burden

of proving that:
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(1) substantial cost differences exist within the study
area;

(2) the proposed deaveraging is an appropriate regul a-
tory response to those differences; and

(3) the proposed deaveraging is in the public interest.

(r) Zone differentials proposed by the petitioning LEC
shal | be based upon a forward | ooking cost nodel that:

(1) apportions the ILEC s nost recent CCL revenue
requi renent to each zone based on the percentage of
each zone’s total |oop cost;

(2) divides each zone's apportioned CCL revenue
requi renent by total active |loops to get the CCL rate
cap by zone;

(3) relies on publicly avail abl e dat a;

(4) is subject to scrutiny by all interested parties;
and

(5) is not susceptible to mani pulation or designed to
advance the petitioners strategic interests.

(s) Wthin ten business days follow ng the rendering of a
monthly carrier comon line bill, the LEC rendering such bil
shall file a Monthly Carrier Common Line Report. The Monthly
Carrier Comon Line Report shall include, for the separate
originating and termnating bulk bills: the calculation of the
monthly bulk bills, the market share of each interexchange

carrier, and the amount billed to each interexchange carrier

Oder R 97-5(7)/R97-6(7)/ U 98-168(1)
APPENDIX A
Page 10 of 36



Section 105 is anended to read:

105. CARRIER COMMON LINE EFOR POOLING COMPANIES. (a) A

charge that is expressed in dollars and cents per nonth shall be
assessed upon all interexchange carriers that use | ocal exchange
common line facilities for the provision of intrastate tele-
comuni cations services, [ EXCEPT THAT THE CHARCGE SHALL NOT BE AS-
SESSED UPON | NTEREXCHANCGE CARRI ERS TO THE EXTENT THEY RESELL MIS
CR MIS-TYPE SERVI CES,] and a charge that is expressed in dollars
and cents per access mnutes of use shall be assessed upon al

nonpublic utilities that provide interexchange service [ THAT USE

LOCAL EXCHANGE COWWON LINE FACILITIES]. The charges of this

par agraph however shall not be assessed upon interexchange

carriers to the extent that they resell intrastate MIS or MIS-

type services.

(b) The mnutes of use Carrier Common Line charge shall be
determ ned by dividing the annual Carrier Comon Line revenue
requirenment by the total intrastate switched access m nutes of

use of [ALL SW TCHED ACCESS CUSTOMERS] pooling conpanies.

(c) The nonthly Carrier Common Line charge shall be deter-

m ned each nonth by dividing the annual Carrier Common Line

revenue requirement for pooling conpanies by twelve, subtracting
the nonthly revenue derived from the mnutes of use Carrier
Common Line charge, and nmultiplying by the interexchange

carrier's proportionate market share for the nonth
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(d) "Proportionate market share" shall be based on each
i nterexchange carrier's [WEIGHTED M NUTES FOR THE MONTH

DETERM NED AS FOLLOAG: | access mnutes associated with intercon-

nection with the facilities of a pooling conpany.

[ (1) THE M NUTES OF EACH | NTEREXCHANGE CARRI ER SHALL
BE WEI GHTED BASED ON THE WEI GHTS I N THE ASSOCI ATI ON TARI FF;
(2) ONCE WEI GHTED, EACH | NTEREXCHANGE CARRIER S
VI GHTED M NUTES | N ALL CATEGORI ES AND M LEAGE BANDS ARE SUMVED
AND THE | NDI VI DUAL SUMVATI ONS FOR ALL | NTEREXCHANGE CARRI ERS ARE
TOTALED; AND
(3) EACH | NTEREXCHANGE CARRIER S SUMVED WEI GHTED
M NUTES ARE DIVIDED BY THE TOTAL WEIGHTED M NUTES FOR ALL
| NTEREXCHANGE CARRI ERS. |
(e) [IN THE DETERM NATI ON OF PROPORTI ONATE MARKET SHARE
UNDER (D) OF THI S SECTI ON, EACH | NTEREXCHANGE CARRI ER S M NUTES
WLL | NCLUDE SURROGATE M NUTES FOR NONSW TCHED PRI VATE LI NES AS
SET FORTH I N THE ASSOCI ATI ON TARI FF.
(f)] Any interexchange carrier shall receive a credit for
Carrier Common Line charges to the extent that it resells
services for which these charges have already been assessed

(e.g., MIS or MIS-type service).

Section 106(a) and (b) are anended and 106(c) is added to read:
106. LOCAL SWITCHING. (a) Charges that are expressed in

dollars and cents per access mnute of use shall be assessed upon
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all interexchange carriers that use |ocal exchange sw tching

facilities for the provision of intrastate [nterexchange

servi ces.

(b) For pooling conpanies, a [A] per m nute charge shal

be conputed by dividing the annual revenue requirenent for the

Local Switching elenent of pooling conpanies by the pooled

conpani es’ annual access mnutes of use for all intrastate,

i nt erexchange services that wuse |ocal exchange swtching
facilities.

(c) For non-pooling areas, an initial per mnmnute charge

shall be conputed by dividing the i ncunbent’s revenue requirenent

for the Local Switching el enent by the correspondi ng demand units

for that rate elenent. The access charge revenue requirenent and

demand units used to conpute the initial rate shall be the

revenue requirement and demand units npbst recently approved by

t he conm ssi on.

Section 107 is anmended by addi ng subsection (c) to read:

(c) For non-pooling areas, the initial rate for this rate

el enent _shall be the incunbent's nost recently approved rate.

Section 116 is added to read:

116. MODIFYING RATES FOR NON-POOLING COMPANIES. (a)

Unl ess pernitted by the Comm ssion pursuant to the procedure

established in Section 104(d), the access charge rates of a non-

pool i ng LEC nust be averaged throughout the LEC s study area.
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(b) A non-pooling LEC is authorized to nodify access

charge rate without approval of the conm ssion provided the

nodi fication remains below the authorized rate cap and is

otherwi se consistent with the provisions of this Mnual. A

nodi fication of access rates nust be consistent with (a) of this

section unl ess the Comm ssion has authorized the access rates to

be deaveraged. A non-pooling LEC must maintain a current tariff

and all special contracts on file with the commi ssi on and nust

submt a tariff filing in accordance with 3 AAC 48. 220 and 3 AAC

48. 270 at | east 45 days before the effective date of a tariff

change or special contract. Atariff revision to i ncrease access

charge rates above the price ceilings established in accordance

with Sections 104 -- 117 nust include all of the supporting

information set out in Sections 701 and 702 of the Manual.

Article 200 is renoved:

[ARTICLE 200. DETERMINATION OF WEIGHTS

SECTION
201. DETERM NATI ON OF WEI GHTS.

201.  DETERMINATION OF WEIGHTS. FOR THE PURPCSE OF
DETERM NI NG PROPCRTI ONATE MARKET SHARE, M NUTES SHALL BE WEI GHTED
BASED ON

(1)  CALLI NG DI STANCE;
(2) TIME OF DAY; AND

(3) H GH DENSI TY OR LOW DENSI TY STATUS.
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THE APPLI CABLE WEI GHTS SHALL BE DETERM NED EI THER | N CONJUNCTI ON
W TH THE ANNUAL ACCESS CHARGE TARI FF FILING OR I N A SEPARATE

PROCEEDI NG CONVENED FOR THAT PURPOSE. ]

ARTICLE 300. APPORTIONMENT OF NET INVESTMENT.

Section
301. Ceneral. 306. Central office equipnent.
302. Net investnent. 307. CGeneral support facilities.
303. Information origination/- 308. Equal access investnent.
term nation equi pment. 309. Oher investnent.
304. Subscriber line cable and 310. Capital |eases.
wire facilities. 311. Return on investment.

305. Carrier cable and wire facilities.

Section 303 is anmended to read:

303. INFORMATION ORIGINATION/TERMINATION EQUIPMENT (10T).
[ (A) I NVESTMENT | N PUBLI C TELEPHONES AND APPURTENANCES SHALL BE
ASSI GNED TO THE CARRI ER COMMVON LI NE ELEMENT.

(B)] I nvestnent in [ALL OTHER] |0OT shall be apportioned
bet ween the Special Access and Carrier Common Line elenents on
the basis of the relative nunber of equivalent lines in use, as
provi ded herein. Each intrastate Special Access Line, excluding
| i nes designated in Section 115(e), shall be counted as one or
nore equival ent |ines where channels are of higher than voice
bandwi dt h, and the nunber of equivalent lines shall equal the
nunber of voice capacity analog or digital channels to which the
hi gher capacity is equivalent. Local exchange subscriber I|ines
shall be multiplied by the intrastate subscri ber plant all ocator
to determ ne the nunber of equival ent | ocal exchange subscri ber
l'ines.
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ARTICLE 400. APPORTIONMENT OF EXPENSES.

Section

401. Direct expenses. 407. Revenue accounting expenses

402. Operating taxes (Account 7200). (Account 6620).

403. Marketing expense(Account 6610). 408. All other customer services

404. Tel ephone operator services expenses (Account 6620).
expenses (Account 6620). 409. Corporate operations expenses

405. Published directory expenses (Accounts 6710 and 6720).
(Account 6620). 410. Equal access expenses.

406. Local business office expenses 411. O her expenses.

(Account 6620).

Section 406 is anended to read:
406. LOCAL BUSINESS OFFICE EXPENSES (ACCOUNT 6620). Local
busi ness of fi ce expenses shall be assigned as foll ows:

(1) end-user service order processing expenses attribut-
able to presubscription shall be apportioned anong the Carrier
Common Line, Local Switching, and Transport elenents in the sane
proportion as the investnent apportioned to those elenents
pursuant to Section 309;

(2) end-user service order processing, paynent and
collection, and billing inquiry expenses attributable to the
conpany's own intrastate private |line and special access shal
be assigned to the Special Access el enent;

(3) end-user service order processing, paynent and
collection, and billing inquiry expenses attributable to
intrastate private line service offered by an interexchange

carrier shall be assigned to the Billing and Coll ection category;
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(4) end-user service order processing, paynent and
collection, and billing inquiry expenses attributable to the
conpany's own intrastate nessage toll service shall be assigned
to the Interexchange category. End-user service order process-
ing, paynent and collection, and billing inquiry expenses
attributable to intrastate nessage toll service offered by an
i nterexchange carrier shall be assigned to the Billing and
Col | ection category;

(5) end-user service order processing, paynent and
collection, and billing inquiry expenses attributable to TWK
service shall be assigned to the Special Access el enent;

(6) interexchange carrier service order processing,
paynent and collection, and billing inquiry expenses attributable
to private lines and special access shall be assigned to the
Speci al Access el enent;

(7) interexchange carrier service order processing, pay-
ment and collection, and billing inquiry expenses attributable
to intrastate switched access and nessage toll, shall be
apportioned anong the Carrier Common Line, Local Sw tching, and
Transport elenents in the sane proportion as the investnent
apportioned to those el enents pursuant to Section 309;_and

(8) interexchange carrier service order processing,
paynment and collection, and billing inquiry expenses attributable
to billing and collection service shall be assigned to the
Billing and Coll ection category. [; AND

O der R 97-5(7)/R-97-6(7)/ U 98-168(1)

APPENDIX A
Page 17 of 36



(9) GO N COLLECTI ON AND ADM NI STRATI ON EXPENSES SHALL BE
ASSI GNED TO THE CARRI ER COVMON LI NE ELEMENT. ]

ARTICLE 600. EXCHANGE CARRIER ASSOCIATION AND ITS FUNCTIONS.

Section

601. Exchange Carrier Association. 606. Computation of average
602. Board of Directors. schedul e conpany pay-
603. Association functions. ment s.

604. Billing and coll ection of 607. Di sbursenent of pool

access charges. resi due.
605. Reporting and distribution
of access revenues.

Section 601 is anended to read:
601. EXCHANGE CARRIER ASSOCIATION. (a) An Associ ation
shal |l be established in order to prepare and file access charge

tariffs on behalf of all tel ephone conpanies_renmaining in the

pool .

(b) Al tel ephone conpanies remaining in the pool shall be

deened to be menbers of the Associ ation

Section 603 is anended to read:
603. ASSOCIATION FUNCTIONS. (a) The Association shall not
engage in any activity that is not related to the preparation of

the Association’s access [CHARGE] tariffs or the collection and

distribution of the Association’s access charge revenues unl ess

such activity is expressly authorized by order of the Comm ssion.
(b) Participation in Commssion or court proceedings

relating to the Association’s access charge tariffs, the billing

and collection of the Association’s access charges, or the
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di stribution of the Association’s access charge revenues shal
be deened to be authorized Association activities.
(c) The Association shall also prepare, file, and nodify as

necessary an access charge tariff for nenbers of the pool

containing terns and conditions for access service in accordance
with the Comm ssion's rules.

(d) The Association shall divide the expenses of its
operations into two categories. The first category (Category |
Expenses) shall consist of those that are associated with the
preparation, defense, and nodification of the Association
tariffs; those expenses that are associated with the adm nistra-
tion of pooled receipts and distributions of exchange carrier
revenues resulting fromthe Association tariffs; those expenses
that are associated with Association functions pursuant to (c)
of this section; and those expenses that pertain to Comm ssion

proceedi ngs invol ving pooling conpany matters set forth in this

Manual . The second category (Category Il Expenses) shall consi st
of all other Association expenses. Category | expenses shall be
allocated to the Carrier Common Line, Local Swtching, Conmon
Transport, and Dedicated Transport access charge elenents by
utilizing the ratio of the revenue requirenent for each el enent
to the [TOTAL STATEWDE] revenue requirenent for all of those

elements for all telephone conpanies__participating in the

Associ ation’s access charge pool.
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(e) Category | expenses shall be included in determ nation
of access charge rates in accordance with the revenue requirenent

assignnment in (d) of this section.

Section 604 is anended to read:
604. BILLING AND COLLECTION OF ACCESS CHARGES. (a) The
Associ ation shall bill and collect [ALL] access charges as agent

for its access charge pool nenber tel ephone conpanies, with the

exception of charges for Special Access and Equal Access. Each
t el ephone conpany shall bill and collect its specific charges for
Speci al Access and Equal Access, and the revenue from charges for
Speci al Access and Equal Access shall not be included in pooled
revenues dis-tributed pursuant to Section 605. Each tel ephone
conpany shall be individually responsible for profits or |osses

associ ated with charges for Special Access and Equal Access.

(b) For pooling and non-pooling conpanies, all [ALL] access
charges shall be billed nonthly and in accordance with a tariff

approved by the Conmm ssion.

Section 605 is anended to read:
605. REPORTING AND DISTRIBUTION OF ACCESS REVENUES.

(a) For pool nenbers, access [ACCESS] demand units, except for

Speci al Access and Equal Access demand units, shall be reported
nmont hly by tel ephone conpanies to the Association for conputation

of nonthly pool revenue distributions in accordance with Sections

600 -- 607. For pool nenbers, demand [ DEMAND] units and revenue
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associated with Special Access and Equal Access shall also be
reported by tel ephone conpanies to the Association but may not
be used in the conputation of pool revenue distributions.

(b) Associ ation expenses incurred during the nonth that
are all owabl e access charge expenses shall be reinbursed before
any ot her funds are di sbursed.

(c) Except as provided in (b) of this section, paynents to
aver age schedul e conpani es that are conputed in accordance with
Section 606 shall be disbursed before any other funds are dis-
bursed. A telephone conpany that participates in the National
Exchange Carrier Association, Inc., as an average schedule
conpany shall be deened to be an average schedul e conpany for
pur poses of this Mnual.

(d) The residue shall be disbursed to all renaining pool

t el ephone conpanies that are not average schedul e conpanies in

accordance with Secti on 607.

Section 607(a) is anended to read
607. DISBURSEMENT OF POOL RESIDUE. (a) The residual pool
revenues shall be distributed to [TELEPHONE COVPAN ES] pool
nenbers which are not average schedul e conpanies in the follow ng
order:
(1) Carrier Common Line el enent revenue requirenent

for each tel ephone conpany.
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(2) The expense portion of each tel ephone conpany's
revenue requirenent for the Local Sw tching, Common Transport,
and Dedicated Transport elenments and Wite Pages |nformation
subel enment .

(3) The return portion of each tel ephone conpany's
revenue requirenent for the Local Sw tching, Common Transport,
and Dedicated Transport elenents and Wite Pages |nformation

subel enent .

ARTICLE 700. REVENUE REQUIREMENT, SUPPORTING
INFORMATION, AND MONITORING.

Section

701. Annual filings by individual pooling conpanies.

702. Annual filings by Exchange Carrier Association_for pooling conpanies.
703. Final access charge conputation and subm ssion for pooling conpanies.
704. Monitoring reports for pooling conpanies.

705. Annual filings by non-pooling conpanies

Section 701 has been anended to read:

701. ANNUAL FILINGS BY INDIVIDUAL POOLING COMPANIES. (a)
Unl ess otherw se ordered by the conm ssion, 3 AAC 48.275(a) does
not apply to the devel opnent and support of access charges.

(b) No later than July 15 of each year each tel ephone

conpany remaining in the pool, except average schedul e conpani es,

shall submt the followng information in support of its access
charge revenue requirenent:

(1) an audi ted financial statenent, including bal ance
sheet, inconme statenent (historical results of operation),

auditor's opinion, and footnotes for the year prior to the year
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in which the filing is made. If no audited statenent is
avail able, the conmpany shall submt an wunaudited financial
statenment and an affidavit explaining why an audited statenent
is not avail abl e;

(2) hi storical expenses and net investnent (rate
base) by account designations under 3 AAC 48.277(a)(1) and (2);

(3) for each pro forma adjustnent to historical
expenses or rate base, a schedul e showi ng the conputation of the
adj ustnent and the changes to each account and the changes in
total and a narrative description that fully supports the reason
for the adjustnment and explains the nethod used to conpute the
adj ust nent ;

(4) a schedule of adjustnments showing all itens other
than those in (b)(3) of this section that are necessary to
reconcile the jurisdictional cost separations study required by
(b)(9) of this section to the historical cost information
provi ded under (b)(1) -- (3) of this section;

(5) conputation of the pro forma provision for incone
t axes;

(6) conmputation of the pro fornma cash worki ng capital
requi rement, based on a 15-day allowance applied to cash
operating expenses, including only Plant Specific Operating
Expenses, Pl ant Nonspecific Qperating Expenses | ess Account 6560,

Custonmer Qperations Expenses, and Corporate Qperations Expenses;
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(7) a summary schedule listing all pro forma and
recon-ciling adjustnents by account designation, wth each
adj ustnent referenced to the individual schedule required by
(b)(3) and (b)(4) of this section and with separate totals for
expenses and rate base for each colum in the schedule and with
a colum showing the total of all pro forma and reconciling
adj ust nent s;

(8) a summary schedul e, by account designation, with
a colum showi ng the historical year-end bal ances that can be
reconciled to the historical financial statenments, a colum
listing the total pro forma and reconciling adjustnents, a colum
showi ng the adjusted totals by account, thus arriving at the
adjusted total conpany pro forma totals by account designation,
and with all colums in the schedule including totals;

(9) a "six-way" jurisdictional cost separations study
t hat separates the expenses and rate base in accordance wth
3 AAC 48. 430, including a summary of the results of the jurisdic-
tional cost separations study by account designations under 3 AAC
48. 277(a) (1) and (2);

(10) a study showing intrastate expenses and rate
base conponents apportioned to each access charge el enent and
category in conformance with this Manual to determ ne a revenue
requi rement per elenent or category;

(11) a fluctuation analysis on an individual account

basis for all operating expense and operating tax accounts in a
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format that shows the account nunber and title, year-end bal ances
for the prior year and the year prior to that, the dollar differ-
ence between the two years, and the percent difference between
the two years. Fluctuations that exceed 10 percent and that
exceed $25,000 for any conpany with total revenues of greater
t han $10, 000, 000; $10, 000 for any conmpany with total revenues of
$5, 000, 000 to $10, 000, 000; and $2,500 for any conpany with total
revenues of |ess than $5, 000,000, rnust be explained. Unusual or
significant events that occurred during the test year should be
described in the fluctuation anal ysis;

(12) proposed rates for Special Access, including
sub- el ements, and Equal Access, together with schedul es support -
ing the devel opnent of those rates; demand units for Speci al
Access and Equal Access shall be a nonthly average conputed using
the actual units for the first six nonths of the year and the
projected units for the remaining six nonths of the year; and

(13) prefiled testinony, in narrative or question and
answer format, adopting all of the schedules required by this
section, and to the extent not explained in the schedul es them
sel ves, supporting and explaining the filing. Each filing nust
include, either in supporting schedules or in the prefiled tes-
timony, a description of nonregulated activities, the dollar
value of the activities, where the activities are shown on finan-
cial schedul es, and any managenent activity by conpany managenent

of other conpanies; a description of the nethod used to assign
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and allocate costs to nonregul ated activities; a description of
affiliated interest transactions; a description of unusual or
significant events that occurred during the test year or subse-
guent to the test year before the filing; a description of any
new accounting standards that differ materially from prior
filings; and a description of and justification for any noncost
based treatnent of Special Access charges.

(c) Pro forma adjustnments shall be made to reflect the
applicable law and regulations, policies, and orders of the
Comm ssi on. Pro forma adjustnents may be made to normalize
historical results of operation and to reflect significant facts
affecting the revenue requirenent conputation. Pro forma rate
base and depreciation shall be based on the sinple average of the
prior year-end and projected year-end plant balances. Rate of
return, for filing purposes, shall be the rate of return granted

in the prior year's access charge proceeding.

Section 702(a) has been anended to read:
702. ANNUAL FILINGS BY EXCHANGE CARRIER ASSOCIATION_FOR

POOLING COMPANIES. (a) By no later than July 15 of each year,

t he Association shall submt the follow ng information
(1D supporting information for the Category |

expenses of its operations as defined in Section 603(d);
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(2) supporting information for paynents made, or to
be made, to average schedul e conpanies in accordance with Sec-
tion 606; and

(3) prefiled testinony in support of the information

required by (a)(1) and (a)(2) of this section;

Section 703 is anended to read:
703. FINAL ACCESS CHARGE COMPUTATION AND SUBMISSION_FOR

POOLING COMPANIES. Wthin 15 days after resolution of issues

arising fromfilings made pursuant to Sections 701 and 702, or
on such other date as ordered by the Conm ssion, the Association
shall submt supporting information for access charges conputed
as follows:

(a) For each tel ephone conpany, the intrastate expenses
and rate base conponents determ ned for each tel ephone conpany,
apportioned to each access charge el enent and category in confor-
mance with this Manual to determ ne a revenue requirenent per
el ement or category per tel ephone conpany. The rate of return
used to determ ne each pooling conpany's revenue requirenent
shall be established by the Association such that the overal
pool ed rate of return equals the rate of return determ ned by the
Commi ssion pursuant to Section 311.

(b) The revenue requirenent of the average schedule com
pani es cal cul ated in accordance with Section 606 shall be allo-

cated to the Carrier Common Line, Local Sw tching, Conmon
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Transport, and Dedicated Transport access charge elenents by
utilizing the ratio of the revenue requirenent for each el enent
to the total statew de revenue requirenent for those el enents for
all tel ephone conpani es except average schedul e conpani es.

(c) The revenue requirenent per access charge el enment per
t el ephone conpany determined in (a) of this section shall be
conbined into a pool revenue requirenent per elenment for all
conpani es remaining in the pool.

(d) The Category | expenses of the Association shall be
apportioned to access charge elenents in conformance with Sec-
tion 603(d) and added to the amounts in (b) of this section for
a total pool revenue requirenent for the Carrier Conmon Line,
Local Switching, Common Transport, and Dedicated Transport
el enent s.

(e) The approved total demand units per elenent for the
pool for the Local Switching, Common Transport, and Dedi cated
Transport elenents shall be shown.

(f) The pool revenue requirenent for the Carrier Common
Line el ement shall be divided by twelve to produce the nonthly

Carrier Common Line revenue requirenent _for the pool ed conpanies.

(g) The pool revenue requirenent for the Local Switching,
Common Transport, Dedicated Transport el enents and Wite Pages
| nf ormati on subel enent shall be divided by the pool demand units
for each elenent or subelenent to produce the related access

charge per demand unit.
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(h) The revenue requirenent for the Special Access and
Equal Access el enents shall be used to devel op appropriate access
charges for individual telephone conpanies.

(1) Revised tariff sheets shall be filed to inplenment the

access charges conputed in accordance with this section.

Section 704 is anended to read:

704. MONITORING REPORTS EOR POOLING COMPANIES. (a) The

Associ ation shall file biannual nmonitoring reports by Cctober 1
for the first six nmonths of the year and by April 1 for the
second six nonths of the year
(b) The nonitoring reports shall contain the foll ow ng
information for the six-nonth reporting period:
(1) actual demand units per tel ephone conpany for the
Local Switching, Comon Transport, Dedicated Transport, Speci al
Access, and Equal Access elenments and Wiite Pages |Information

subel enent _for _all pooling conpanies;

(2) if access services are being provided to nore than
one interexchange carrier, actual demand units per interexchange
conpany for the Carrier Common Line el enent;

(3) pool access charge revenues per access charge
el enent; and

(4) Special Access and Equal Access revenues per

t el ephone conpany.
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(c) The nonitoring report for April 1 shall also contain the
followng information for the previous twelve-nonth reporting
peri od:

(1) the retail mnutes (excluding switched m nutes on
private lines) by interexchange carrier, show ng percent market
share (as neasured by relative percentage of all retail mnutes);
and

(2) the total market share for all carriers wth de

minimis status registered under 3 AAC 52. 361

Section 705 is added to read:

705. ANNUAL FILINGS BY NON-POOLING COMPANIES. No later

than July 15 of each vear each non-pooling tel ephone conpany

shall submt the following information: denmand units and rates

charged to custoners by nonth for Carrier Commpbn Line (by rate

zone if deaveraged). Local Switching. Commbn Transport, and

Dedi cated Transport elenents for the preceeding 18 nmonths, with

vear-to-date totals for the previ ous cal endar vear

ARTICLE 800. DEFINITIONS.

Section
801. Definitions.

Section 801 is anended to read:
801. Definitions. Unless the context indicates otherw se,

in this Manual
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(a) "Access Mnutes" or "Access Mnutes of Use" is that
usage of exchange facilities in intrastate toll service for the
pur pose of cal cul ati ng chargeabl e usage. On the originating end
of an intrastate interexchange toll call, usage is to be nmeasured
fromthe tine the originating end-user's call is delivered by the
t el ephone conpany and acknow edged as received by the inter-
exchange carrier's facilities connected with the originating
exchange. On the termnating end of an interexchange intrastate
toll call, usage is to be neasured fromthe tinme the call is
recei ved by the end-user in the termnating exchange. Tim ng of
usage at both the originating and termnating end of an intra-
state interexchange call shall termnate when the calling or
call ed party di sconnects, whichever event is recognized first in
the originating and term nati ng end exchanges, as applicabl e;

(b) "Access Service" includes services and facilities
provided for the origination or termnation of any intrastate
toll tel ecomunication;

(c) "Annual revenue requirenent” neans the sum of the
return conponent and the expense conponent;

(d) "Association" neans the tel ephone conpany exchange
carriers' Association described in Section 600;

(e) "Big Three Expenses" are the conbi ned expense groups
conprising: plant specific operations expenses, Accounts 6110,

6120, 6210, 6220, 6230, 6310, and 6410; plant nonspecific opera-
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tions expenses, Accounts 6510, 6530, and 6540; and custoner
oper ati ons expenses, Accounts 6610 and 6620;

(f) "Big Three Expense Factors" are the ratios of the sum
of Big Three Expenses apportioned to each el enent or category to
the conbi ned Big Three Expenses;

(g0 "Cable and Wre Facilities" or "C&W" includes all
equi pnent or facilities that are described as cable and wire fac-
ilities in the Separations Manual and included in Account 2410;

(h) "Carrier Cable and Wre Facilities" neans all cable and
wire facilities that are not subscriber line cable and wre
facilities;

(i) "Central Ofice Equiprment” or "CCE" includes all equip-
ment or facilities that are described as central office equi prment
in the Separations Manual and included in Accounts 2210, 2220,
and 2230;

(i)  "Competitive Local Exchange Carrier" ("CLEC') neans a

carrier, other than the ILEC, which is certificated by the

Commi ssion _to provide l|ocal exchange service in the |ILEC s

servi ce area.

(kK)[(J)] "Corporate Qperations Expenses" include executive
and pl anni ng expenses in Accounts 6710 and general and adm ni s-
trative expenses in Account 6720;

()[(K)] "Custonmer Operations Expenses” include marketing

and services expenses in Accounts 6610 and 6620, respectively;
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(m[(L)] "Direct Expenses" means expenses that are
attributable to a particular category or categories of tangible
i nvestment described in Sections 300 -- 310 and i ncl ude

(1) plant specific operations expenses in Accounts
6110, 6120, 6210, 6220, 6230, 6310, and 6410; and

(2) plant nonspecific operations expenses in Ac-
counts 6510, 6530, 6540, and 6560;

(N[(M] "End-user" means any custoner of an intrastate
tel ecom nmuni cations service that is not a carrier except that a
carrier other than a tel ephone conpany shall be deened to be an
"end-user" when such carrier uses a tel econmunications service
for adm nistrative purposes and a person or entity that offers
t el ecomruni cations services exclusively as a reseller shall be
deened to be an "end-user" if all resale transm ssions offered
by such reseller originate on the prem ses of such reseller

(0)[(N] "Entry Switch" neans the tel ephone conpany sw tch
in which a transport line or trunk term nates;

(P[(O] "Equal Access Investnent" and "Equal Access
Expenses" mean equal access investnent and expenses as defined
for purposes of the Separations Manual;

(g)[(P)] "Expense Conponent" means the total expenses and
i ncome charges for an annual period that are attributable to a
particul ar el enent or category;

(r)[(Q] "Expenses" include allowable expenses as defined

in 3 AAC 48.277(a)(1) -- (4), apportioned to intrastate tol
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services pursuant to the Separations Manual and al |l owabl e i ncone
charges apportioned to intrastate toll services pursuant to the
Separ ati ons Manual ;

(s)[(r)] "General Support Facilities" include buildings,
| and, vehicles, aircraft, work equipnent, furniture, office
equi pnent, and general purpose conputers as described in the
Separ ati ons Manual and included in Account 2110;

[(S) "H GH DENSITY LOCATIONS' MEANS ANCHORAGE, CHUG AK,
EAGLE RI VER, FAI RBANKS, HOVER, JUNEAU, KENAI, NORTH POLE, PALMER
SEWARD, SCLDOTNA, WASILLA, AND W LLOW

(T) “HGH DENSITY M NUTES” MEANS ACTUAL OR SURROCGATE M NUTES
THAT BOTH ORI G NATE AND TERM NATE | N LOCATI ONS DEFI NED AS HI GH
DENSI TY; AND]

(t) “lncunmbent Local Exchange Carrier” (“CLEC’) nmeans the

tel ephone wutility, or its successor, certificated to provide

| ocal exchange tel ephone service within its service area as of

February 8., 1996, or a | ocal exchange carrier designated by the

Conmi ssion _as the incunbent.

(u) "Information Oigination/Term nation Equipnment” or
"1 0" includes all equipnment or facilities that are described as
information origination/termnation equipnment in the Separations
Manual and in Account 2310 except information origina-
tion/termnation equipnment that is used by tel ephone conpanies

in their own operations;
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(v) "I nterexchange”" or the "lInterexchange category"
i ncludes services or facilities provided as an integral part of
intrastate tel ecommuni cations that is not described as "access
service" for purposes of this Mnual;

(w) “Line" or "Trunk" includes, but is not limted to,
transm ssion nedia such as radio, satellite, wre cable, and
fi ber optic cable neans of transm ssion;

[ (X) "LOW DENSITY M NUTES" MEANS ACTUAL OR SURROGATE
M NUTES THAT EI THER ORI G NATE OR TERM NATE I N A LOCATI ON THAT | S
NOT DEFI NED AS HI GH DENSI TY; |

(x) [(N] " Manual " means t he Al aska Intrastate
| nt erexchange Access Charge Manual adopted in 3 AAC 48. 440;

v) [(2D] "Net Investnent" means allowable original cost
i nvestnment (not including investnment funded with contributions
in aid of construction) in Accounts 2001, 2003, 1220, and 1402
that has been apportioned to intrastate services pursuant to the
Separ ations Manual and from which depreciation, anortization, and
other reserves attributable to such investnent, including
unanortized investnent tax credits and deferred incone taxes,
that has been apportioned to intrastate services pursuant to the
Separ ati ons Manual have been subtracted and to which working
capital that is attributable to intrastate services has been

added:;
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(z) [(AA)] "Qperating Taxes" include all allowable taxes in
Account 7200 and al | onabl e paynents in lieu of taxes for nontax-

payi ng tel ephone conpani es;

(aa) [(BB)] "Oigination" of a service that is switched in
a Class 4 switch or an interexchange switch that perforns an
equi val ent function ends when the transm ssion enters such switch
and "term nation" of such a service begins when the transm ssion
| eaves such a switch, except that

(1) switching in a Cass 4 swtch or transm ssion
between O ass 4 switches that is not deened to be interexchange
by the Comm ssion wll be "origination" or "termnation" for
pur poses of the provisions of this Manual, and

(2) "Origination” and "Term nation"” do not include
the use of any part of a line, trunk, or switch that is not owned
or |l eased by a tel ephone conpany;

(bb) [(CO] "Origination" of any service other than a
service that is swtched in a Cass 4 switch or a switch that
perfornms an equival ent function ends and "term nation" of any
such service begins at a point of demarcation that corresponds
with the point of demarcation that is used for a service that is
switched in a Cass 4 switch or a switch that perforns an
equi val ent function;

(cc) [(DD)] "Private Line" nmeans a line that is used

exclusively for an interexchange service other than MIS, WATS,
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or an MIS-WATS equi val ent service, including a line that is used
at the closed end of an FX, WATS, or CCSA service or any service
that is substantially equivalent to a CCSA servi ce;

[ (EE) "PUBLIC TELEPHONE" |S A TELEPHONE PROVIDED BY A
TELEPHONE COVPANY THROUGH WHI CH AN END-USER MAY ORI G NATE
| NTRASTATE TELECOVMUNI CATI ONS FOR WHI CH THE END- USER PAYS W TH
CONS OR BY CRED T CARD, COLLECT, OR TH RD NUMBER BI LLI NG
PROCEDURES; ]

(dd) [(FF)] "Return Conponent" nmeans net i nvest nment
attributable to a particular elenent or category nultiplied by
t he authorized annual rate of return;

(ee) [(GT] "Separations Manual" nmeans the standard
procedures adopted in 3 AAC 48.430 for separating the property,
costs, revenues, expenses, taxes, and reserves of a tel ephone
conpany between its interstate, intrastate, and |ocal exchange
revenue requirenents;

(ff) [(HH] "Special Access" neans a private line as
defined in (aa) of this section;

(gg) [(I1)] "Subscriber Line Cable and Wre Facilities"
means all lines or trunks on the subscriber side of a Cass 5 or
end office switch, including lines or trunks that do not
termnate in such a swtch, except lines or trunks that connect

an i nterexchange carrier;
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(hh) [(JJ)] "Tel ephone Conpany” neans a carrier that
provi des tel ephone |ocal exchange service as defined in 3 AAC
48.820(19);

(ii) [(KK)] "Unit of Capacity" nmeans the capability to
transmt one conversation; and

(j) [(LL)] "WATS Access Line" neans a line or trunk that

is used exclusively for WATS servi ce.

[EDITOR"S NOTE: THE NNX DESI GNATI ONS | NCLUDED | N THE DEFI NI TI ON
OF “HI GH DENSITY LOCATI ONS" AT SECTION 801(S) ARE SET QUT IN
COW SSI ON CRDERS AND MAY BE OBTAI NED FROM THE COWM SSI ON AT I TS
OFFI CE LOCATI ON DESI GNATED I N 3 AAC 48. 010. ]
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