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CAF Transition & FairPoint ILECs

CAF Il ROFR was declined | CAF Il ROFR was accepted | CAF Il ROFR was accepted
and model-based support | and model-based support

is greater than frozen is less than frozen support
support
Colorado lllinois Alabama
Kansas Maine Florida
Massachusetts Missouri
New Hampshire New York
Vermont Ohio
Virginia Oklahoma
Pennsylvania
Washington

(In highlighted states, FairPoint ILECs are rate-of-return carriers under FCC rules)



FairPoint ROR History

 FCC granted FairPoint permission to operate
under both PC and ROR not once but twice

(after VZ acquisition and again when we
converted Maine ROR LECs to PC.

* FCC did not preview its decision to treat
FairPoint ROR LECs as PC for CAF purposes —

they just did it.

* CAF Il funding is much lower for ROR ILECs
than Frozen CAF | support.




Definitions Employed in the ICC Transition
Calculation

e 2011 Rate-of-Return Carrier Base Period Revenue is defined in
47 CFR 51.917(b)(7):

2011 Rate-of-Return Carrier Base Period Revenue is the sum of:
(i) 2011 Interstate Switched Access Revenue Requirement;

(ii) Fiscal Year 2011 revenues from Transitional Intrastate Access Service received
by March 31, 2012; and

(iii) Fiscal Year 2011 reciprocal compensation revenues received by March 31,
2012, less Fiscal Year 2011 reciprocal compensation payments paid and/or
payable by March 31, 2012

e Rate-of-return Carrier Baseline Adjustment Factor is defined
in 47 CFR 51.917(b)(3):

The Rate-of-Return Carrier Baseline Adjustment Factor, as used in calculating
eligible recovery for Rate-of-Return Carriers, is equal to ninety-five (95) percent
for the period beginning July 1, 2012. It is reduced by five (5) percent of its
previous value in each subsequent annual tariff filing.




2014 ROR Rules for ICC Transition
(similar to prior years)

ICC Transition calculation governed by 47 CFR 51.917(d)(1)(iii):

“Beginning July 1, 2014, a Rate-of-Return Carrier's eligible recovery will be equal to the 2011
Rate-of-Return Carrier Base Period Revenue multiplied by the Rate-of-return Carrier Baseline
Adjustment Factor less:

(A) The Expected Revenues from Transitional Intrastate Access Service for the year beginning
July 1, 20-14, reflecting forecasted demand multiplied by the rates in the rate transition
contained in § 51.909 (including the reduction in intrastate End Office Switched Access Service
rates), adjusted to reflect the True-Up Adjustment for Transitional Intrastate Access Service
for the year beginning July 1, 2012;

(B) The Expected Revenues from interstate switched access for the year beginning July 1,
2014, reflecting forecasted demand multiplied by the rates in the rate transition contained in
$ 51.909, adjusted to reflect the True-Up Adjustment for Interstate Switched Access for the
year beginning July 1, 2012; and

(C) Expected Net Reciprocal Compensation Revenues for the year beginning July 1, 2014 using
the target methodology required by § 51.705, adjusted to reflect the True-Up Adjustment for
Reciprocal Compensation for the year beginning July 1, 2012.

(D) An amount equal to True-up Revenues for Access Recovery Charges for the year
beginning July 1, 2012.”



Comparison of CAF Il Accepted to

Frozen CAF | and LSS

for FairPoint ROR ILECs

State

AL

FL

IL

MA
MO
NY
OH
OK
PA
VA
WA

Total

CAF Il
806,445
1,854,554
1,086,151
63,258
1,689,794
2,505,011
420,997
215,303
155,938
857,021
1,321,014
10,975,488

CAF | Frozen

1,181,286
5,651,016
756,951
2,799,786
3,713,940
1,007,592
1,108,119
649,224
521,856
2,740,968
20,130,738

LSS
57,840
230,820
182,784
454,680
1,593,180
431,352
109,800
229,596
82,380
582,840
3,955,272



Comparison of CAF Il Accepted to
Frozen CAF | and LSS
for FairPoint Price Cap ILECs

ME/NH/VT CAF I CAF | Frozen LSS
fvz 23,005,619 9,938,985 -
Rural 3,449,565 7,919,703 1,330,404

Total 26,455,185 17,858,688 1,330,404



Frozen LSS Mechanisms in NECA Pool

Until CAF Il election, FairPoint received its frozen LSS support
through the ICC Transition. It was simply part of its Base
Period Revenue requirement defined by 51.917(b)(7).

— NECA received frozen LSS support from USAC and used this to reduce
FairPoint’s Eligible Recovery calculations, which reduced FairPoint’s

CAF-ICC.
— Therefore NECA received less CAF-ICC for FairPoint which was offset
by the frozen LSS from USAC so the pool was whole.
NECA, no longer receiving FairPoint LSS, now subtracts LSS
from FairPoint settlements retroactive to January 1, 2015, in
spite of rules, having to choose whether to short FairPoint or

short the pool.



Requested Actions

* Permit NECA to revise filings to pay FairPoint
in accordance with ROR ICC Transition rules.

* Treat Transitional Support as CAF |l for
regulatory compliance obligations effective
January 1, 2015.

— Impact on Local Rate Benchmark reporting
— Impact on CAF performance obligations

* CAF Il Obligations — locations, speed, latency, etc.
* CAF | Obligations — spending obligations



