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EX PARTE OR LATE FILED

TONY KNOWLES, GOVERNOR

DEPARTMENT OF COMMUNITY AND
ECONOMIC DEVELOPMENT

REGULATORY COMMISSION OFALASKA

1016 WEST SIX11I AVENUE, SUITE 400
ANCHORAGE. ALASKA 99501·1963
PHONE: (907) 276-(12.12
FAX: (907) 276·0160
TTY: (907) 276-4533

cc: 96·45
September 20, 1999

The Honorable William E. Kennard, Chairman FCC
The Honorable Susan Ness
The Honorable Michael K. Powell
The Honorable Harold Furchtgott-Roth
The Honorable Gloria Tristani

Re: CC Docket 96-45
Rural Health Care Reimbursement

Dear Commissioners:
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The Regulatory Commission of Alaska (RCA)
appreciates the efforts of the Federal Communications
Commission (FCC) to ensure that rural health care
providers in Alaska and other areas of the country can
benefit from the federal universal service program. I
request your further assistance as it appears many
Alaskan rural health care providers (RHCPs) will be
denied retroactive health care funding, creating a
financial hardship for many of these RHCPs.

As you may be aware, telecommunications services are
provided differently in Alaska than in most other areas
of the nation. In Alaska separate carriers provide
local and the equivalent of intra-LATA long distance
services. As a result, the services most needed by the
RHCPs were not directly available through the local
carrier that had obtained Eligible Telecommunications
Carrier (ETC) status. Several complications arose given
that RHCPs require critical telecommunications services
from interexchange carriers, none of which are ETCs
eligible for universal service support under 47 C.P.R.
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54.101 and 54.201(d), and Section 214(e) of the Act. 1

The Alaska Public Utilities Commission (APUC)
recognized that some action had to be taken or RHCPs
would be effectively denied universal serTice funding for
telecommunications services that would otherwise be
eligible for support. To help resolve the problem, the
APUC adopted the IIAlaska Solution ll on December 31, 1997. 2

Under this system, rural local carriers, all of which
held ETC status, would be IIresponsible for the billing
and collection functions required to provide service to
the RHCPs. Such billing and collection functions include
billing the RHCP for service, billing the RHCC [Rural
Health Care Corporation) for federal subsidies,
collecting the federal subsidies from the RHCC, and
distributing the subsidies to the telecommunications
carriers providing service. 113 Under the 1997 version of
the Alaska Solution, LECs would not directly resell
interexchange services to the RHCPs, only repackage such
services and arrange for funding.

Controversy arose over whether the 1997 version of
the Alaska Solution was acceptable to the FCC. In an
attempt to ensure compliance with FCC requirements,
Chairman Cotten of the APUC requested guidance from the
FCC (See Attachment 2).

In a letter dated September 23, 1998, the FCC
confirmed that the APUC's December 1997 approach for
ensuring federal universal service support to RHCPs
comported with FCC rules. (See Attachment 3). Alaskan
carriers and RHCPs relied on the September 23, 1998,

lFor example, none of the interexchange carriers
that applied for ETC status provided local services in
the proposed service area, a criteria under 47 C.F.R.
54.101.

2See joint Order U-97-173(2), U-97-206(2), U-97
207(2) I U-97-212(2) I and U-97-216(2) referred to
hereafter as Order No.2.

30r der No.2 at p. 17.
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letter from the FCC that ~he 1397 version of the Alaska
Solution was acceptable. Deta~led discussions occurred
with the Rural Health Care Div~sion (RHCD) to ensure that
Alaskan RHCPs were taking all ~ecessary action to ensure
funding.

Exercising an abundance 0= caution in response to a
stipulation submitted by ~he i~dustry (See Attachment 4),
the APUC supplemented the Alaska Solution on May 13,
1999, by allowing local carriers to resell long distance
services. Through recent teleconference with the RHCD
staff, it appears that the RHC?s are moving close to
compliance with the RHCD administration requirements and
will work out the process to begin receiving universal
service funding.

Recently the RCA has beco~e aware that there is a
high likelihood that most RHCPs in Alaska would be denied
retroactive funding for year o~e and possibly year two of
the program. There appear to be a number of issues
raised by the RHCD. First, the RHCD may deny retroactive
funding in cases where the LEC repackaged as opposed to
resold the health cares services. As a result
retroactive funding would be denied for services provided
between January 1, 1998, and May 13, 1999, the date when
resale was first authorized.

Clearly the FCC found the December 1997 version of
the Alaska Solution acceptable. In fact your letter to
APUC Chairman Cotton stated that it "comports with
current Commission rules." HO'Never there is a conflict
in that in paragraph four of the staff memorandum
attached to your letter, there was a transition in
terminology made from "repackage" to "reselling". The
Alaska Solution (Attachment 1) clearly envisioned
"Repackaging" IXC services for the purposes of benefiting
from the universal service program. Relying on the
context of your letter, the industry and the RHCPs were
given repeated assurances that retroactive funding would
be available because they were complying with the agreed
upon solution. The RHCD is interpreting the approved
Alaska Solution to be the resaCe of service and has
indicated they will deny retroactive funding prior to May
13, 1999 when the Alaska Solution was modified

3



(Attachment 4) to authorize resale and the RHCPs have
resale agreements negotiated.

The RCA requests that the ?CC reaffirm the position
taken in its September 23, 1998 letter and notify the
RHCD that the Alaska Solution as originally crafted in
December 1997 was acceptable. Alaskan RHCPs have made
substantial financial commitments and expended
significant effort given assurance by the FCC that the
Alaska Solution was reasonable. It would be a disservice
to the public to deny retroactive funding at this late
date given these past assurances.

As a second issue, the RHCD may deny retroactive
funding in cases where invoicing errors occurred and the
RHCP was not timely billed by its local exchange carrier
(LEC) for the services provided. Specifically, in some
cases the IXC incorrectly billed the RHCP directly
instead of the LEC and subsequently the LEC did not
timely bill the RHCP, contrary to contract provisions.
Billing error occurred for a variety of reasons,
including oversight and the fact that personnel at the
numerous small local exchanges in Alaska likely had no
past experience billing for the end-to-end interexchange
circuit and had to modify or develop new internal
procedures to accommodate the unfamiliar and complex
billing arrangement. Denial of retroactive support
should not occur due to invoicing error, especially given
that detailed invoicing procedures were only available
from the RHCD within the last few months. RHCPs would
greatly benefit if the FCC directed that retroactive
funding be available once billing errors have been
corrected.

There may also be cases, where through confusion and
lack of understanding, arrangements were not timely made
for the LEC to bill, repackage, or resell, the
interexchange services to the RHCP. In such cases the
interexchange carrier and not the local carrier billed
and served the RHCP. It is a fact that the billed
services were greatly needed by the RHCP and that such
services would normally be eligible for support except
that the IXC rather then the LEC was the service
provider. In such instances, the RHCD will pay no

4



reimbursement to the IXC, absent further direction from
the FCC.

In conclusion, due to the complexities of the
federal system and confusion with the Alaska Solution,
many RHCPs entered into agreements in good faith in 1998
and 1999 that may now be unacceptable to the RHCD for
purposes of receiving retroactive funding (See Attachment
5). Had these carriers and RHCPs known in early 1998
that funding would be denied if the LEC (and not the IXC)
did not directly resell and bill for services,
retroactive funding would not be at issue today. If the
rural health care program had been implemented according
to its original schedule, allowing prompt identification
of implementation difficulties, we would have been able
to resolve issues early on. Instead the RHCPs in Alaska
may be severely financially impacted if the FCC fails to
assist them to obtain retroactive funding. Please
understand that the RHCPs in Alaska are not sophisticated
in the subtleties of resale.or repackaging, the multiple
forms and approvals required by the RHCD, nor the need
for seamless documented audit trails.

I request the FCC's assistance so that those Alaskan
carriers and RHCPs acting in good faith should be allowed
retroactive funding for services normally eligible for
support when funding is denied due to a technicality,
including LEC invoicing error; those cases where the IXC
billed the RHCP instead of the LEC; and in those cases
where the LEC repackaged instead of resold
telecommunications services to the RHCP. I request the
FCC take whatever action it believes appropriate to help
Alaskan RHCPs obtain retroactive funding.

Failure to assist in this instance could compromise
faith in the rural health care program. Our RHCPs have
expended significant effort and funding in attempts to
comply with federal requirements and obtain support.
Many have entered into contracts for telecommunications
services under an assumption that support would be
retroactively available. If retroactive funding is
denied for the 1998 year, it may be difficult for these
RHCPs to gain their board approval to "take the risk" of
relying on the federal rural health care program in
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future years. Others, finding their past efforts wasted,
may be discouraged from taking action to obtain future
funding.

Alaska stands to be one of the greatest
beneficiaries of the rural health, care program. The
program will likely be deemed a failure for the 1998 year
if retroactive funding is denied many of our RHCPs.

I appreciate your time and consideration of these
issues. Please do not hesitate to contact myself or the
RCA Staff if we can provide further information or may be
of assistance.

RESPECTFULLY SUBMITTED this 20th day of September, 1999.

CC:
FCC Office of the Secretary
Lisa Zaina, FCC
Linda Armstrong, FCC
Alice Rarig
Marideth Sandler
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In the Matter of the Request by OTZ
TELECOMMUNICATIONS, INC., for
Designation as a Carrier Eligible
To Receive Support for Interexchange
Services to Rural Health Care
Providers

U-97-216

ORDER NO. 2

ORDER DENYING REQUESTS FOR DESIGNATION AS CARRIERS
ELIGIBLE TO RECEIVE SUPPORT FOR INTEREXCRANGE SERVICES

TO RURAL HEALTH CARE PROVIDERS; ADOPTING PROPOSAL FOR THE
PROVISION OF SERVICE TO RURAL HEALTH CARE PROVIDERS; AND

AFFIRMING ORAL RULINGS GRANTING PETITIONS FOR INTERVENTION

BY THE COMMISSION:

TntrodJlction

By Order U-97-173 1 (hereinafter, Order No.1), dated

November 7, 1997, the Commission, among other things, initiated

in~estigations into the applications filed by GCI COMMUNICATION

CO~P. d/b/a GEN2P~L COMMUNICATION, INC., and d/b/a GCl (GCl};2 KING

S.Z\U·iON CO~l~iUNIC.~TIONS f INC. (!(SCI);] TELALASK.l\ LONG DISTANCE f INC.

(TALD) ;; !'lTA LONG DIST.l\.l.\JCE (f'lTA-LD); 5 OTZ TELECm'lMUNICATIONS f INC .

.;(01'Z Telecom) The applicants requested designation as eligible

carriers to receive federal universal service support for

1Issued as part of a JOlnt decision published as Order
U-97-173(1)/U-97-206(1)/U-97-207(1)/U-97-212(1)/U-97-216{1}.

2Docket U-97-173.

JDocket U-97-206.

~Docket U-97-207.

°Dockec U-97-212.

iOocket U-97-2:"6.

" ',-, , 7" I ~, /. - -.. ') J ~ ! -) ) /. ,- '/ ') G~ ! ~ ) /.. .") ~ ,",'~' '"' ) /.. ,~ '"' - ~ '- ,
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ERATIVE, INC.

interexchange services provided to Rural Health Care Providers

(RHCPs) throughout Alaska.

Comments in opposition to GCI's application were filed by

UNITED UTILITIES, INC. (001) i INTERIOR TELEPHONE COMPANY, INC.

(ITC) i MUKLUK TELEPHONE COMPANY, INC. (Mukluk) i OTZ TELEPHONE COOP

(OTZ) i BRISTOL BAY TELEPHONE COOPERATIVE, INC.

(BBTC); KSCI; and TALD.

Also by Order No. 1,7 the Commission designated intervenor

status in Docket U-97-173 to BBTC; KSCI; MTA-LD; OTZ Telecom;

u~ICOM, INC. (Unicom); and OUI, subject to the submission of state-

ments of nonparticipation. On November 12, 1997, Unicom filed a

statement of nonparticipation.

On November 12, 1997, Ah~SCOM, INC. d/b/a AT&T ALASCO~

(AT&T Alascom), filed petitions to intervene in Dockets U-97-173,

U-97-205, U-97-207, U-97-212, and U-97-216. On the same date, Gel

filed petitions to intervene ln Dockets U-97-206, U-97-207,

U-97-212, and U-97-216. By oral ruling issued November 14, 1997,

the Co~mission granted AT&T Alascom and GCI intervenor status.'

The hearing in this matter convened, as scheduled, on

November 18, 1997. At the hearing, all parties presented legal

argumenc in support of their positions. In addition, GCI presented

the testimony of Greg Jones, Vice President and General Manager of

7 See n. 1.

3All parties were ~e~ep~onically nocl~led on the same date that
petitions to intervene were granted .

. - ~~ "--'3 I~' /.- -7 .." ....~ (')' /" ~'7 2)7 '?) /., '''''7 ~'2 (?) /U 97 ?" ~ I?)0-:;/--,-, \.:~) u-:::) -L-JO,L) u-';j - ( ~~ /U-":J -.!.~ \~ - - .... ..!.-o\_
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Long Distance and Vice President of Rural Services. ITC, Mukluk,

OTZ, BBTC, and KSCI (hereinafter referred to as the Rural LECs)

presented the testimony of Michael Wrobleski, attorneYi Thomas R.

Meade, Manager of Regulatory Affairs for TelAlaskai and Michael

.. Burke, Vice President of Finance for TelAlaska and TALD.

GCI argued that the applicable Federal Communications

Commission (FCC) regulation provides that telecommunications ser-

vlce of a bandwidth up to and including 1.544 megabytes per seco~d

that lS the subject of a properly completed, bona fide request by

a rural health care provider is eligible for Universal Service Sup-

port. According to FCC regulation, the length of the supported

telecomm~nications service may not exceed the distance betv:een t~e

health care provider and the point farthest from that provider LO

the jurisdictional boundary of the nearest large city as defined ~~

Section 5":.605 (c) . GCl contended that it was undisputed that t~e

only large city within that definition in F.laska is A..lchorage.

Therefore, GCl argued that the supported telecommunications service

would be interexchange service and that GCl, as an interexchan~e

carrier (lXC), should be designated as a carrler eligible to

receive support for service provided to RHCPs.

GCl stated that it intends to provide service to RHC?s

through dedicated lines, typically 56 kilobytes, but also l28 cr

256 kilobyces. if needed. These lines would permit a full ra~ge

services co R~C?s including voice and data transmission. GCl esti-

mated that service would be provided to approximately 250 RHC?s.

[";-::17-173 (2) /U-:n-206 (2) /U-J7-207 (2) /U-97-2122) /U-97-216 (2)
(l2/3l/97)
?a::;e ,~ 0= 20



If service to each RHCP cost the maximum amount for a dedicated

line of 56 kilobytes, or $3,000 per month, then the annual total

cost would be approximately $9 million.

GCI stated that to receive the federal subsidy for the

service, a RHCP is required to solicit competitive bids on the

internet site established by the Rural Health Care Corporation

(RHCC) formed by the FCC. The three elements of service: (1)

originating local exchange company (LEC) service; (2) IXC service;

and (3) terminating LEC service can be competitively bid in areas

where competitive service is available. Generally, in Alaska

competitive service is available for the IXC segment and the

terminating LEC segment in Anchorage.

AT&T Alascom concurred with GCI's position. In addition,

AT&T Alascom co~tended that RECPs in Alaska would not be able to

:ake advantage of Federal Universal Service discounts for qualify-

lng services if IXCs \'/ere found ineligible. Therefore, AT&T

Alascom requested limited eligibility status for facilities-based

IXCs.

The Rural LECs argued that there were three links

necessary to provide telecommunications services to RHCPs. First,

there is a link between the RECP and the satellite earth station in

the local communi ty, a senlice that is provided by the LEC.

Second, chere ~s a _lnk from the sacellite earth station to the

satellite a:cd chen ~rofCl. che satellice e.o the earth scation 2.:1

~erminati~g destina=io~, a s2~vice that lS p~8vided by the IXC3.

-j - 9 7 - 1 7 J ,; 2 ) / u- ::: 7 - 2 0;; i, 2 ) /"> '9 7 - 2 0 7 (2 ) / ij - ::: 7 - 2 l 2 2) /;j - '9 7 - 2 l 6 (2) 
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Finally, there is a link from the satellite earth station to the

health care provider in the terminating destination, a service that

is provided by an LEC. The Rural LECs proposed that LECs be desig-

nated eligible carriers and be permitted to package the services

necessary to provide complete end-to-end service to RHCPs. Under

the Rural LECs proposal, LECs would be responsible for performing

billing and collection functions as well as distributing any fed-

eral subsidies to the appropriate carriers.

The Rural LECs contended that their proposal was compar-

able to the current system for billing and collection for message

toll service. The Rural LECs stated that they neither market prod-

ucts for IXCs nor terminate calls but, rather, provide the link to

the IXC's earth station and bill consumers the level of message

toll service reported by IXCs.

Under the Rural LECs proposal, the RHCP will determine

which IXC bid to accept. The Rural LECs would then repackage and

rebill the bid accepted by the RHCP.

The Rural LECs stated that the FCC's Universal Service

Order (USO) determined that the rural health care subsidy program

should not exceed $400 million annually. The FCC estimated that

there are approximately 12,000 health care providers in rural areas

that are eligible for support. The FCC contemplated a nationwide

average tra~smi5sion of ap?~o:(~~a:ely 108 miles. The Rural L'22s

contended that the distances In ~laska were much greater than those

concemolated bv the ?CC and, 3. ~2sultf subsidy funds claimed

0"-97-173 (2) /~-:;7--20~ (2) /u-?:7-2:7 (2,' /u-:17-212 (2) /U-97-2lS (2)
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for Alaska could be in the range of $30 to $60 million, or approxi-

mately 10 to 15 percent of the nationwide total. The Rural LECs

argued that the level of subsidy to Alaska will give other RHCPs in

other parts of the nation an incentive to contest the level of

federal subsidies flowing to Alaska.

The Rural LECs argued that eligible carriers must provide

an array of core services defined at 47 C.F.R. 54.101(a). In addi-

tion, eligible carriers must provide those services with facilities

owned by the carrier or with a combination of facilities owned by

the carrier and purchase from a reseller. Finally, those services

must be advertised throughout che service area. The Rural LEes

contended that IXCs are not eligible carriers because IXCs do not

provide the array of core local exchange services required.

TALD stated that it did not o~n facilities but rather

resold the services of other IXCs. T.;;:::"':] contended that, as a

reseller, it ~/as dependent on the facilities-based carrier in terss

of the serv~ces that can be provided to RHCPs. Given the curre~t

method of providing service, TALD argued that a well-crafted whole-

sale tariff was important to allow competition in the provision of

interexchange services.

The Rural LECs requested that ~XCs not be designated as

eligible for Universal Service support ror RHCPs. The IXCs ,·!i:.h

pending applications (KSC:, TALD, MTA-LD, and OTZ Telecom) agreed

that the outcome of Docket U-97-173 would be controlling precede~t

for their a~Dlica~ions a~j t~a: if Gel's application ~ere to je

IJ-97-~73 (2) /U-97-206 (2) /iJ-97-2J7 (2) /U-97-212 ;2) /U-97-216 (2)
(12/31/97)
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denied, their applications would also be denied. Conversely, if

GCI's application were to be granted, then they requested the

opportunity for evidentiary hearings on their applications.

The IXCs (other than GCI) in these proceedings argued

that IXCs should not be designated eligible carriers to provide

service to RHCPs. However, if the Commission agreed with GCI's

proposal, they requested the same designation.

UUI concurred with the position of the Rural LECs. That

lS, that only telecommunications carriers that provide the full

ar~ay of core services can become eligible telecommunications car-

rle~s for universal service support purposes. UUI contended that

this position was consistent with the purpose of universal service

support, which is to suppo~t primarily local exchange, not interex-

ch3nge, services. Therefore, UUI argued that GCI's petition should

be denied.

At the conclusion of the hearing, the Commission directed

thac post-hearing briefs limited to five pages be submitted in lieu

of closing argument.

In their post-hearing brief, the Rural LECs argued that

GCI and AT&T Alascom were ineligible for federal subsidies a"d

rescated their proposal for provide service to RHCPs as follows:

[A] ru~al health care provider would submit its request
for telecommunications services to the Rural Health Care
Co~poration (~HCC). The RHCC would pose ~he request for
services Or'. it:; \·:e~:;:te. ."'.11 interesced rxcs would
submit a bid directly to the rural health care provider
for that portion of the requested teleco~munications ser
vices that it is able :0 provide. Th~ ru~al health care

:"'-:-;:-172 (2) jU-97-206 .:2) jU-97-207 (2) jiJ-J7-212 (2) jU-9 i -216 (2)
.'--2/3'.../97)
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provider would select the IXC and notify the rural LEC of
the selection. The rural LEC would provide the local
link between the rural health care provider's facilities
and the selected IXC's facilities, and package the end
to-end services that the rural health care provider
seeks. The rural LEC would also handle the billing to
the rural health care provider as well as the RHCC in
order to obtain the federal subsidies.

~~TANUSKA TELEPHONE ASSOCIATION, INC. (MTA) , concurred in the post-

hearing brief filed by the Rural LECs.

In their post-hearing briefs, BBTC and UUI asserted that

IXCs should not be designated as eligible carriers. GCI and AT&T

Alascom supported IXCs being designated as eligible carriers to

provide interexchange service to RHCPs.

A second public notice was issued on December 1, 1997,

identifying the applicants and seeking comments on the Rural L~C

proposal. In response to the notice, on December 10, 1997, lJUI

filed a statement in support of the Rural LEC proposal. GCl filed

a statement referencing the arguments presented in its post-heari~3

crief opposing the Rural LECs proposal. AT&T .~lascom filed a

s~atement supporting the Rural LSCs proposal provided the proposal

was clarified and the following conditions were met:

1. Bidding and selection of the carriers for each

se·gment LEC, lXC, and terminating LEC) for RHC?

service should be as simple as possible, :../ith IXCs having tr,e

ability to include all three segments of service in their bid.

2. Billing and collection of services would be handled

fairly and economically.

U-97-l72 (2) /;j-97-205 (2) /U-97-2CJ7 (2) /U-97-2l2 (2) /0-97-216 (2)
··l212l/97)



3. The Rural LECs proposal must be "blessed" by the FCC,

as the proposal is unconventional.

4. The originating LEC should not be permitted to "drive

a wedge" between AT&T Alascom and its RHCP customer.

5. All Rural LECs must operate under the proposal.

Issues

1. Whether an IXC can be designated a carrier eligible

to receive support for the provision of interexchange services to

RHCPs?

2. What is the best method to ensure that RHCPs receive

the benefit of the federal universal service funding system?

Discussion

The Commission has determined that it will address the

lssue of whether an IXC is eligible for designation as a carrier

eligible to receive support for interexchange services to RHCPs i~

che context or Doc~et U-97-173. The Commission's ruling in this

proceeding wi 11 serve as cantrall ing precedent for all other

outstanding applications regarding this issue.

It is undisputed that Alaskan carriers must receive eli-

gible carrier status from the Commission as a prerequisite fcr

receipt of federal universal service funding for qualifying tele-

S2ctic=-: 21~ (e) 0.) of 'c.=-:2

'See ~7 U.S.C. Section 21~(3) and 47 C.?~. Section 54.201.

~j-97-17](
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Telecommunications Act of 1996 (The Act) 10 provides the criteria a

carrier must meet to be deemed eligible for universal service sup-

port. Those criteria are as follows:

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

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

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

Section 254(c) of the Act provides, in pertinent part,

that i:he FCC, In establ ishing services supported by the federal

universal serVlce fund, should consider the extent services are

essential to education, nublic health, or public safety, and

"/hether the services meet other specified criteria. Section

254 (c) (3) allm/s the FCC to include for support health care

providers not otherwise designated under paragraph (1).

The regulations of the FCC at 47 C. F. R. Section 54.-

201(d) (1) provide, in pertinent part, as follows:

A common carrier designated as an eligible telecommunica
tions carrier under ~~is section shall be eligible to
receive J:-:iversal seCIlce suppor-t lD accordance "lieh

l;~ 7 iJ. S. C. 15~, et seq., as amended by the Act.
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Section 254 of the Act and shall, throughout the service
area for which the designation is received:

(1) offer the services that are supported by
federal universal service support mechanisms under
subpart B of this part and Section 254(c) of the
Act, either using its own facilities or a combina
tion of its own facilities and resale of another
carrier's services.

The FCC defines Subpart B services in 47 C.F.R. 54.101(a), as

follows:

1. voice grade access to the public switched net-

work;

2 . local usage;

3. dual tone multi-frequency signaling or its func-

tional equivalent;

4. single-party service or its functional equiva-

lent;

5. access to emergency services;

6. access to ope~ato~ services;

7. access to interexchange services;

8. access to directory assistance; and

9. toll limitation for qualifying low-income con-

sumers (including LinkUp services)

The FCC further requires that "[a]ll eligible telecommu-

nications ca~~iers shall make available Lifeline service, as

llEach of the above basic se~vices is de:ined at -,q c. F. R.
Section 34.101 (a) e:~:=ept \\i.;inkTJ;J" ser~\fic2 ~.·/hich is defined at ':;7
C.F.R. Section 54.411.

:J - 97 - 1 7 3 (2 ) / U - 97 - 2 0 '5 (2 ) / u - :; 7 - 2 0 7 (2 ) / u - 9 7 - 2 12 '2 ) / U - :1 7 - 2 1;:; (2 )
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defined in Section 54.401, to qualifying low-income consumers. (47

C.F.R. Section 54.405.) Lifeline and LinkUp services allow

qualifying low-income consumers to receive reduced local rates and

reduced charges for commencing telephone service. Specifically,

Lifeline provides a reduction to the basic local service rate and

federal subscriber line charge payments. LinkUp provides a

reduction to the carrier's customary nonrecurring charge for

commencing telecom-munications service at a consumer's principal

place of residence.

The primary issue in this proceeding 1S whether an IXC

can be designated a carrier eligible to receive support for the

orovision of interexchanae services to R~CPs.- ~
The Commission has

determined that IXCs cannot be designated eligible carriers.

The Commission has determined that Section 214(e) (1) sets

forch a two-part test for establishing carrier eligibility. Firs~,

a common carrler shall offer the services that are supported by

federal universal service support mechanisms under Section 254(c)

throughout its service area. Section 254(c) provides that the FCC,

in escablishing services supported by the federal universal service

fund, should consider the extent to which services are essential

to, among other things, pu~l ic heal th and '..:het:--.er the services meec

other specified criteria. This Section includes the provision of

service to RHC?s. Seetio:'. 25:;(02) makes i: c:lear that the FCC has

che diseretio:'. to consider general policy c2~siderations such as

\'8ublic health" and to de=ermi~e whethe~ ~h~ 3e~vices m2et ot~e~

:";-97-":..73 (2) /1J-97-206 (2) /:j-97-2J7 (2) /U-9i-2l2 2) /~-97-2l6 (2)
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specified criteria. Moreover, the services defined in Sec-

tion 254(c) must be provided either using a carrier's own facili-

ties or a combination of the carrier's own facilities and resale of

another carrier's services. (Section 214 (e) (1) .) Second, the

- carrier must advertise the availability of those services using

media of general distribution.

Once the initial two-part test set forth in Sec-

tion 214(e) (1) is fulfilled, it is necessary to review the

applicable FCC regulations for further guidance regarding the obli-

gations of eligible carriers.

FCC regulation, 4. 7 C. F. R. 54.201 (d) (1), provides further

guidance regarding the criteria required to be designated as an

eligible carrier.

fo::: eligibility:

That regulation establishes a tripartite test

(1) offe:::ing the services supported by federal

u~iversal service support ~echanisms unde::: Subpart B; (2) offering

trIe services supported by Sect ion 254 (c) of the .n..ct; and (3)

offering those services using the carrier's own facilities or a

combination of owned facilities and resale.

The requirements set forth in 47 C.F.R. 54.201(d) (1) are

mandato:::y, not discretionary. The regulation provides, in perti-

nent part, that:

[.1\] common carrier designated as an eligible celecom
munications carrier under this section shall,
throughout che service area for which the designation is
recei"':Jed:

(1)
f ede:::::>.l

offer che services that are supported by
- - .

U~lversal se~Vlce SUPpQ~t mechanls~3 unde~

']-97-173 (2) /u-97-2rJ6 (2) /U-97-207 (2) /u-97-212 (2) /U-97-215 (2)
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subpart B of this part and Section 254(c) of the Act
(Emphasis supplied.)

The aforementioned regulation is clear that common carriers desig-

nated as eligible carriers are required to provide both the ser-

vices in Subpart B and Section 254 (c) . The specific services

provided in Subpart B include, but are not limited to, local usage

and access to interexchange service. It is apparent that the

specific services in Subpart B can only be provided by an LEC.

In addition, the FCC has required all eligible carriers

to make Lifeline and LinkUp services available to consumers. As

previously cited in this Order, Lifeline and LinkUp services are

services designed to promote the usage of the local exchange net-

work by providing a reduction in the cost of connecting to the

public switched network and by providing a reduction in the basic

local service rate and federal subscriber line charge payments on2e

connecced to the network. Both Lifeline and LinkUp services are

services associated with the provision of local exchange service

and can only be provided by LECs.

After considering all applicable provisions of the Ace

and FCC regulations regarding "eligible carriers" in concert, the

Commission has determined that an IXC cannot be designated an

eligible carrier to receive support for services to ?-HCPs.

If IXCs cannot be designated eligible carriers, then t~e

C~mmission must determin~ the best method to e~sure th~t RHCPs have

the opportunity to receive federal universal service support. The

u-97-173 (2) /U-97-206 (2) /U-97-207 (2) /U-97-2"i-2 (2) /:j-97-216 (2)
(12/31/97)
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Commission has reviewed the proposal submitted by the Rural LECs

and the modified proposal submitted by AT&T Alascom. The Commis-

sion has determined that the proposal submitted by the Rural LECs

is reasonable and should be adopted for the provision of service to

RHCPs in Alaska.

The Commission reiterates its determination that only

LECs may be designated eligible carriers to provide service to

RHCPs. The designation of specific telecommunications carriers as

"eligible carriers" was completed in separate dockets and will not

be addressed in the context of this Order. 12

With respect to the specific method for providing service

to RHCPs. the Commission recog~izes that a new procedure must be

developed and that the exact details of the entire procedure may

not be resolved in this Order. However. the orooosal submitted ~v
~ ~ -

the Rural LECs will serve as tr.e general outline for the provision

of such service to RHCPs. That is. the RHCPs will submit reauests

for service to the RHCC. The RHCC will publish the requests for

service through its internet we~site. All interested telecommuni-

cations service providers vlill respond to the requests for service

with bid proposals. The RHCPs will evaluate the bid proposals

submitted and will select the proposal that best serves the needs

:2See
0-97-168.
U-97-176,
U-97-133.
0-97-197.

Dockecs 0-97-145. U-97-1S7. U-97-159, U-97-162, 0-97-16C;,
U-97-169, U-97-170, U-97-172, U-97-174, U-97-175,
U-97-177. U-97-173, U-97-179, U-97-180. U-97-131,

U-97-18 c1, G-97-1BS, U-97-137, 'J-97-189, 0-97-190, a:-,,:J.
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of the RHCP. The RHCP will notify the Rural LEC of the bid pro-

posal selected. The Rural LECs will be responsible for repackaging

the successful bid proposal to provide end-to-end service to the

RHCP. The Rural LECs will also be responsible for the billing and

collection functions required to provide service to the RHCPs.

Such billing and collection functions include billing the RHCP for

service, billing the RHCC for federal subsidies, collecting the

federal subsidies from the RHCC, and distributing the subsidies to

the telecommunications carriers providing service.

~qhile at first blush the aforementioned procedure may

appear complicated, the Commission has determined that the billing

and collect ion funct ions to be performed in conj unct ion \Vi th

se~/ice to RHCPs are not so appreciably different from message toll

service billing and collection functions as to render LECs incapa-

ole of performing the necessary tasks. The Commission has further

determined that LECs have significant experience in billing and

collection funct~ons associated with message toll service and have

demonstrated the ability to capably perform those functions.

The Commission has further determined that the Rural LECs

proposal is revenue neutral to IXCs. That is, the IXCs \Vould not

be entitled to any greater level of funding whether IXCs were

designated eligi81e carrl-ers or LECs '..jere designated eligible

c-3rrie~s.

MoreSV2r, t~12 ?~ral L~Cs proposal does ~8C interject any

Rll~al LEe con:~~l Lb.2 RHC?s. The ?~C?s deter~i~e

U - 97 - 1 7 3 (2 ) / lj - :t 7 - :2 '):; ( 2 ) / (.- - 97 - 2 .J 7 '2) / lj - 97 - 2 12 (2 ) I;j - 97 - 2 1 6 (2 )
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the necessary service requirements and place those requirements in

the request for service presented to the RHCC. The RHCC publishes

the request for service in a manner that ensures that all inter-

ested telecommunications carriers have the opportunity to competi-

tively bid on the service request.

posal that best serves its needs.

The RHCP selects the bid pro-

Thus, the Rural LEC merely

implements the service requirements established by the RHCPs and

ensures that federal universal service funding is collected.

This Order constitutes the final decision on the issues

in Docket U-97-173. This decision is appealable within thirty days

of the date of this Order in accordance with AS 22.10.020(d) and

the Alaska Rules of Court, Rules of Appellate Procedures,

Rule 602 (a) (2) . In addition to the appellate rights afforded bv

the aforementioned statute, a party may file a petition for recon-

sideration in accordance "-lith 3 AAC 48.105. In the event such a

petition is filed, the time period for filing an appeal is the~

calculated in accordance wi th Alaska Rules of Court, Rules of

.ll...ppellate Procedure, Rule 602 (a) (2) .

ORDER

COMMISSION FURTHER ORDERS:

1. The application filed by Gcr Communication Corp.

d/b/a Gene~al Communication, Inc., and d/b/a Gcr for designation as

0-:.J7-:o. 73:2) /U-97-206 (2) /G-97-2J7 (2) /U-97-2:o.2 (2) /U-9/-2~6 (2)
(":-2/3l./'07)
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interexchange services provided to rural health care providers is

denied.

2. The application filed by King Salmon Communications,

Inc., for designation as a carrier eligible to receive federal

universal service support for interexchange services provided to

rural health care providers is denied.

3. The application filed by TelAlaska Long Distance,

Inc., for designation as a carrier eligible to receive federal

universal service support for interexchange services provided to

rural health care provide~s is denied.

4. The application filed by MTA Long Distance, Inc., fo~

designation as a carrier eligible to recelve federal universal

service support for interexchange services provided to rural health

care providers is denied.

::J. The application filed by OTZ Telecommunications,

Inc., for designation as a carrier eligible to receive federal

universal s~rvice suppo~t for interexchange serVlces provided to

rural health care provide~s is denied.

6. As more fully discussed in the body of this Order,

the proposal for provision of service to Rural Health Care

Providers submitted by the Rural Local Exchange Carriers lS

adopted.

7. The oral ~uLlng grantir:g the oetitio!": to interver:e

filpd 0';7 .~.l?~rn~... " Tn.r. ~/~/- ~7r~ ala--~~ i- -==l'-~~~_~__. __ -.J ....... _ _....... -....l. "'-'{ Co. _-':._:::Ll. ........ ~ .......... '...J~.l __ .=J ::::-.. l...l. .l.ll, __ ........
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8. The oral ruling granting the petition to intervene

filed by GCI Communication Corp. d/b/a General Communication, Inc.,

and d/b/a GCI is affirmed.

DATED AND EFFECTIVE at Anchorage, Alaska, this 31st day of Decem
-ber, 1997.

BY DIRECTION OF THE COMMISSION

( SEA L )
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G. C. 1. ~~x NO. 907 265 5B78

healch care services is ~ligi~le for support.~· This FCC
clefinitio~ of "necessary ser-".·:'ce II !:Jy inspaction. incl~des

both interexcnange and lccal 2ervices up to ~he l.S44 Mbps
rate. Depending upc~ ho~ the PCC interprets its
regulations, RHCPs ~ay be ~2nied red=ral =unding for
quali£yi~g 1nt:arexchan5~ serv~=es.

Throughout Alaska, i~terexchange and local
telccc~munic~tions servic~s i~ =~ral areas are provided by
separate co~panics. ~hen =~ral local service first
occurred in ;"!a$ka in ::he :"370 IS. no one company wan
~Jilling and 2bl~ to provide :~cal s~~vice ~o the encirc
~ta~e. Inscead. several rela~ively small, local carriers
served rural Alaska. None of =~ese local exchange carriers
cur~e~cly provide intere~=ha~~2 services nor do they own
i~c.~~-e:.<=hC'.nsc rac i 1...:.:: :"~5. " 5i::lilCir1 yo, no i:'.':.e::exchange
C~~~l~=S n=ovicic ~~y ~ace~i~~ level of local 52~~,ice i~

rural ;\la5:-::2..

::~2.2.:;" c2.=~ ::-~gLl2.2.C:.O:l.5 ::'..:: :l.ot a;Jpeac:
str~-=:.'...:.=~ 5U:::~. "5 OCCt..:.=s 1.:1 .~1<..5~a.
~29~lCi:~~~5. 0:11y a:l. Elisi~le
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In ~ Alci.ska no i:ttercxchance car!:"icr ?rovic::.es local
servic~- t.o ~:ural-, areas .:: "'The - ;l.?UC ':'herefore ::oncl:.J.d~d under
::hc FCC' reg1.l1ati·ons, only local ::arriers ce::.ld be declar~d
eligible ~carricrs~ =or· purposes of~~rec=ivi~g federal
universal service fu::ding for :tHC? ·serVices. S Details of
our analysis is provi~edthrough~~eac~ac~ed order.

_At::er review of che T~lecc::\:nunicacic::s.Act of 1596,
and t.he FCC rcgulacions. ::he APUC ado?~ed an eligible
carrier scructure which we believed both ::onsistent with
fCC requiremen~s and·effec~ive i~ allo~ing ~~ali£ying ~~CPs

co re~cive che universal zervice benefits fer interexchange
~~rvices.7 As only Local ~xcr.ang= Carriers (LECs) could
02 des is-:'.i?.ted as cligibl~ carriers, they '-'ere given the
~c5pa~3ibili~y to re?aCk2S-~ ~nd-~o-e~d se~:ice. ~ncludi:'.g

inc:er-~i<ch~:'.ge servic~s. t::J ?~C?5 a:l::i :.ake c..a:n:':'.isc:racive
ac~io~s ;:ece~sary to arr~~;e for fcd~r21 ~niv2r~al service
S~?~o=c. A 90rcia~ of (h~ federal. fund:'~g received by
[he ~=:C ,,:ould L!.!.ti:nately ::e discri.oL:tc::" b2d~ to t::'e
u;\d'::~~Y~:"'.9 :acili:.i~s b'lsi:d car:--':'e:r-s ?::-o ....r:.cl.ng the
.i.:1t~reZCnc.n:;02 l':":\k~ to ::,.= ?:1C~. It ····2.5 c:h-= r.?UC's
~~d~~5~~~d~~; that this ~pp=cach was ~n acce~t~~le

alt~~~a:~Ve ~o c~~ FCC.

Jou':J: ~as =ec~;,.tly ~ris~~ as to '-Ine~:-'er :~\e A?UC's
~ 1. 1. S :. =:, 1~ c a=-=-- .i ~ =- s ~ ::-- ...,: c : ~ ::- ~ . :::l 5 . - ~- ~ 1u t 2 S -:. :J ::- t.l=;;. 1 ~. 2 a 1. t ;-..
~ar~, ~·/~U~~ ~2 dee~2d cO~5iste~: ~ic~ f~d~~~l ~~li~y. a~

>ia::~:-. :':.998, thQ ?C:: ~~lc;~s-=.d c:.; 35--:57, o'...1tli::.i;;.=
.:."::c.~:.l..-:;:""2..l. :':"~=!.''':'-2n:.l.:1 ;\::k~6 Qt..:.l25-cio:1::: O~. u~:'·."er:;:tl se.::-·...... icc
:::l~ ?'_(:-:':'~ :-:~alt.h C2.r~ ?::o··:ic.e:-::: (?AQ)

.:;·~~s ?AQ ~iSC~~~~5 ~~n-eli3ib12 ca=~~~='s =ec2ip~
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, "

a cont.ract f-:>r service wit:-. a ~ural ::'ealth car~

-::>rovide= muse :lartncr with an :'ncligible
celccommunications carrier to complete the circuit the
rural heCll th care ~n:ovide::- has ordered, universCll

~; service support will not be allocat~c ror t~t portic~
of the circuit tha~ is 'served by an ~neligible

tele~o~~~nications service provid~r.·

Depending upon how :.hc FAQ. is .i:u:erpreced, ;:he APUC r 5

st.ructure mayor may noe 'comply with FCC policy.

The key issu~ affecti~g Alaska ~~d other states is how
th~ =cc will tr~at t.~ose inte~exchClnce eortions == the ~~C?

=irc~tit whe~ the u~derlying faciliti;s based carrier is no~
2:1 e!.igi~le. carrier ur.clcr =cc r-egulations. "?his issue
~ig~c se~co~ ccc~::- i~ areas where toll and local service
~as raceived ~rorn a single large c2r-rier such as commo~ly

:.s t~e case :'n i:.he co~tiguous U=-:it.e:i States (CC:-"uS). :n
~ONUS, a re~~irem2~t (~ac a c2rrier ?=ovide l~~?l service
~:1 order to =2 eligible for ;~t~=~xch=~~ rural ~2alth care
se=vice sup~==t c~uld easily be rn~C by a large ~50C.

~~?layi~g ~e?a~~~2 i~t2~e:<change aIld local =o~pa~i~5

s~o~l~l ~8C ~rcven~ RaC?s :ro~ receivi~g univ2Ys~1 service
SU~~8rt. It w8uld ~c ar~it~a~y and di~c=irni~ac~~ to deny
~lask~~ or a~y =~=al 5t~te's ~HC?5 ~~e ba~efics of

as~isc~~~~ ~~ 2~~~~:~; thac ?~C?s

~~2S0~a~~~ c~~~~s ~= :2=~~al f~~d:~~.

·.::ti'/~:-s:J.l. 5~--::-,/ice r:-.~~~~~/ O~ca'...ls:::

:10:' scruc:'U:-2.J like :.;~ car'ms

, . .
c~r=~e~5 ~n C~~~ s~ate

nc:::-::-,. Tr-.c ~.;'UC s~eks

a!:"e
?CC
c:nc

~h= j\..?:.j.= :;=li.cves :.::e ?C<: St=.::= c..!"e c:.;,.;tire c: -=.he above
~:::-O~.'-.''':':-.'. ~:-'.~ =-.I'"~ '",·o-=k':':'..~ d':"l.~;e:1:.ly :':J -2!~sure :ai= C:.!lc.

:-~~so:1::.bl= treat(~.~::~ 0:: :=.ll ::::1C;'5. Yo'..:r c:ssiSt"::::2 to mak~

:::is i.ssue a priority ::'8:'I::vcr will ::=-:5U=2 that ?:-!C?s are
:-:OL:. ac::3..de:1~2.11i' de:li'2d :.;,,~ b~nc::3..'::.s of t:::: ::cderal
~~ivc=sal s2rvice prasra~ =erely becau~e a:1 in~~rexc~ange

:: :1== i..~:: i~ i:1volv2d ~:1. ;:=:,,,,t is,io:1 0: S~~~lic::: . ~...... d~c isio::
on (~i~ n~~~2r befo=~ ~je close ~~ :~e 75 day ~indow of
ap?o=~c:1ity f~~ fili~S ~~e :irs~ ~ound of ?_~CP ~~?licacions

",,::Jul.:.:i• ::J~ c::-i:.':"::al to ~:lsu=ing :'..'!rc?s tizoe ::ot. di!;c.:::-"antaged.

- .=. -..::0- _--
.. ..... .

-,--,-,~ .. _- ,---__ c. :_ •• ':1 _ ..... :>

:'3SU~S,

?nd ::'8 - ..... .0 ext.:::-.:'
S~'2k5

~cc J::J=:<~::' :.18. S'5-~5. :J.:\ 93-~S"';, ;·.::c.i:'':'''::J~t=_''l...

?r~q~~~~~y A5~~d GU2sti=~s ~~ U~~v~=sal S~~':~~~

::ee..}... ~·:-. C2.-::--== ?::c".r':'6-:.:.-s, .=..: 2., >i2!""::~ -', =-3-53.
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affi=~at~on ~hat the Alaska s~ruc~~=e =0= providing
services to ~HCPs is consistenc wi~h FCC policy and
will allow ~~CPs to =eccivc the b~nefits 0= fece::al suppo=t
for t.he interexchanga port.ion of -:hei::- service. If t.he
APUC's structu=e for orovidina unive=s~~ s~rvic= SUD~ort. to
RHC?5 is u:lucceptable, then the AFUC ::lust c;nside=
requesting a waive= to allow its eligi=le LEes to receive
univarsal service f~nding for service ~ackages provided to
P~~CPs, including the i:lcc=exchnnge li~ks provided by nO:l
eligible c~r=ie=s.

Exnedited resolution of these issues is c=itical. Few
car:::-iers ".,il1 be willi.ng to provide dis::::mnted services to
?~C?s while t.here remains un::e=tain~y c~cr whethe= fedc:::-al
E~nding will pay for the discount. Unresolved issues ~ay

delay p=ocessing and <:l??roval of ?..:~C? fundi~? :=eqllests.
N'U::lc::"OUS ?:K?s i:'\ .;;luska arld c~he::" St'::::'2S are th~:=eiore. ac
an ~x~re::le ciisadvan~age until this matt.er i.s resolved. The
A~uC =cquests th? ?CC :ak= ex?=di:io~s accio~ to cnsu=c
::.1"'.2.C ul~ ;(,:-!C?s a:.-c able ~o !"e.ceive. c::::-.;:a=c.blc unive:.-sal
se=v~ce bcnefi:s ~~ a ::.i~ely ~ann~r,

r v.9P:re::i.~t-= yot.~=- ~ir7",e ar'..d cO:1s:'dQ~atior~ of thcs~

~s~ucs. Please do ~o::. h=sitate to co~:~=: the A?UC 1= you
=c~ui== E~~:~c~ info~matl~n O~ ~ss~sta~~~ C~ ~~i5 ~a~tcr.

day 1933.

2i~Gil~
5y: C~~~~~3io~~= 3a~ Cotc2n
Cna~=~~~ ::: ~he ~laska

?~~lic u~i~ities C~rn~issio~

5
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FEOERAL COMMUNICATIONS COMMISSION

WASHINGTON

.- ~'.•.~.-'.;~.'....... .~.;.:. ". .

Attachment 3

ScpcembeT 23. 1998

Commiaioner Sam Cottal
Cbrinnan J
AJuka. Public Utilitia Commission
1016 West SiJah Ave:aue
Suite 400
Anchor3ge. A.l.aUn 99~O1-1963

Dear Chajnnnn Cotten:

. -:
4 .... ;

. ".~.: -7"')

'. .....
. -- -'~.. .

Thmk you for yom Iettt::r ~i.ni cono::m~t tht: ::lhiJity of runJ bs::::rUth carr::
provid.c-s in AWu to !xn::fit from un.i~ servi~ mecb"m1.%m. k you know, seaion
254{hXIXA) ofIhe Communic::z:riom Act of 1934, a:s :zmcnded by me Telecommunicati0n3
Act of 1996. penn:itsc~ ntral bc:Uth cue provtc1cn to obUin te1ecommu:n.iouious scrvitts
Z1 r.m:3 that nIt: ava.i.bb!e to hrafth Ol.n:: provtdc's tb.a.t 5a"Ve urban a:re.:u in the samr. StII%le.

Your Icttr:r i.ndieue:s that health C~ provici.c:o serving runt! part:s of A.l.ash arc un:U7le to arb
~ of the univcr.;aI sovio: provUions~ for thcir l:><:n.e!lr..

~ your ictrrr in.di~ in s.omr:: inmnCC'3., both in~ and in ot:b:a st:U.e:s., an
eligibl~ t1±:co:nmw:ricatiOIU carrier Cl1mD1 provi~ !he c::IIrirc: telecam..m.u.n.i.com c~
~ for co.mplc, a ntr:zl.1 hce.tth cli::Uc and an UIb2tD bo3pitaL I raliz::= tba.r this situation
b.n. in some ci:n::um$.lJlD1'".C$ , marie it more difficult fa r na:a.l heilib C2I'C -;rrovi.ckrs to obtain
telezom:rmmiccniom -services eligible fen u::Dvet"21 3aVlC'e support. J~ tht:~ the
AhW:n Public Utilities Commission h1s nuade to ensure thm all ht::allh care prmridcn in rcnl
Ala:ska are ahle to benefit from u::riV03&.! xrvice 3upport ew:n~ no dicible
tdc::omm.u:aicaIioD3 CMria is ~it: of providiIJg a complete circ'..m bctw=n rur.:l a.rca.:s and
Anchorage.

The Commission OJITCIItIy i.s comidc:ri.ng possible wars toadd:n:::ss thU difficu1r Lss.ue.
Your approm:h. in the meantime. is most ~c:OtDed. In ~IUC to your rcqw:::st.. COtmni'Sion
sUff ha3 t:xamincd the pro~~~ Alaska Public Utilities Commission adoptx:d in
~ ortier~ in your !ener. Staff hu advised tha.t it comports with C1.trt"C1!

Commission rules. I h&vc anach.ed. the gffmc::nonmrlum fOT your conV'O:lien=.

-_._------ ._---
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FEDERAl COMMUNlCATJONS COMMISSION .
COMMON CARRIER BUREAU

OFFICE OF THE BUREAU CHIEF

memorandum

TO:

FROM:

DATE:

SUBJECT:

William E. Kennard
f'

ICatblyn. C. Brown(d
September 23, 1998

AnaJ)'$is of PIOposal by Alaska Public Utilities Commission to Ensure Rural
Health Care Provi.de::3 Have Access to Suppottc;d Telec:ommunicatiol18 Services

Section 2j4(bXIXA)' nftbe Commtmic:arions Act of 1934, as arntoded by the
Tda:ommuniations Act of 1996, pcnnit:s certain rural health care providers to obt:rin
telecommunicatiom .services at rUeS that are a~le to balth care provid~ that serve
urban areas in the :wnc n.ate:. In ~ Report and Order, released May 8. 1997, which
implcme:m:s section 254 of the CounntmicatiOn3 ACt,2 the Cornxnission concluded that only
telecomm'miations cartic:rs that~ designated as ETCs could receivt: unive::rsal service
support for 3C'V'ini rural health are providers.J Bceausc:;], can:iI::r must after ce:r1ain specific
local telecommunicatiOn:! servic:es prior to being desi~ lI::f mJ ETC by a st81e

CO'm1I1h:Jioo: most io:terexcbange~ will not bo:om.c £rcs.

In Ala.s.b and in some: oth.c:r m..tt::s. an eligible tclecommunieatioos Cl:IIricr
(ETC) c;mnot provide the entire tl::lecommtmicatiom cL"'t:uit~ for example, a t"lD'a1
health clinic and an urban hospit3.l. T"lnu, in thac in:stanccs, health care providc:r.s servi.na
rural aras cm: unable to mlce advm:ttage of the universal service provisiom dc:signed fur their
bc:ndit.

TM ALe.ska PUC ba3 held bearings on how to ensure that health care providc:n
in rural A1ub are able to bendit from uniwr&al service support e'iCIl thou&h no ETC is
capable of pmvid.i.ng a complen: te.leoJmmuni01tions circuit between rural ueas and

47 U.S.C. § 2S4(hXl)(A).

z Federa!-~ Joim Board OTt UniTenal SaYicc, CC Dodrl No. 96-45. Report aNi 0,..,;." [2 FCC Rs:d
rrT6 (1997)(V~Sc-v1C~ OrrJ.r) (subsequcm bistoty omiccd)..

s- ~7 U.s.c. § 214(e).

_._---,-~~._--
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Apin. thanlc you fOf' your lenCf. I appreciatl: the SusWned dforts of the Alaska
Public Utilities Commission to resolve this challenging issue. You can be sure that we will
continue to sed:: ways to ensure that all of rural America~ access to these valuable setVices.

Sim:::al=iy, ) /

U/d/J ~~. .i;-...<_.1
William E. Kc:nI18I'd
Cb&irman
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Anchorage. The approach ourJined in the AJasb PUC's Order. U·97-216, would pc:nnit local
exchange carriexs that an: ETCs to "repackage" the service of intcrc:xcha:nge camers in order
to provide eud-to-end ~ice to a rural heafth care provider.' As we undcntand it, this
propo~ would result in ETCs reselling intm:Xchange service. We believe that such
a:pproach generalJy comports with the Commission's n*s and policies. To the e:xtan that II.D

ETC, ather than a Bell operating company (BOC).' sc:rves an cligible h.ea.lth care provider by
resellini the service of in interexcbange currier or any o~ non-ETC, universal service
support is available to the ETC rescUer.

Univcsal service support for telecommunications carriers EerVing eligible t'Ur&1
health can: providers i3 di$tributed pursuant 10 section 54.6J1 of the Commission's zule:s,
galenU1y as an offiJct agains'c~ carrier's uni\'O"S3l setVice support obliplion.7 Ullda an
mangcmem in which an ETC is reseUing an~ carner's scmce, the support
would flow to the ETC in the form of a cm:lit qaiDst the ETC's universal sexvice obligation.
The Aluka PUC's order sw.cs that ETCs would be rc:spc:m5ible for, mJOni other things,
"distriburini the sobsidies to the telecommumcatiot:1S C2JTieo providing service. ft

' No support.
bo~, .C8n go directly to a carrier that is DOt an ETC. 'The inta"cxx:~c carrier would be
contpemated. when me ETC purchases its service. 'The ETC re:selling the intaocchange
sc:rvfc.e: to ~ eligible health CMe provider would rcceiv~ a ettdit against its contribution
obligation. UnlC3S the support amount due to the ETC cxceed.:s itJ un.iversal ~rvice
~ntribution obli~on. the ETC would not receive a monctm:y reimbtm;emc:nt and. thus.
would not r1:Ccive 5UppOrt in the form of money tlw. could be passed along to another
carrier.'

The Alaska PUC has conx::ludcd thaI nmll bc&.th c::are providers in A.la.s.kA will
benefit if local~ carriers that re:sc.U~ cmiers' scm~ are permitted to be
compcmated by~ xnechan j'jiJT1 set forth in 3Cttion 2S4{hXl)(A) of the Cormmmi~Act.
Although W~ aaree th:z:t this approach i3 con.sistt:m with the Commjs.sion'~rulc::!, we note that
section 271 of the I996 Act prohfDrts BOCs from. pt'Oviding intr:::rLATA :laVicc until they
meet specific criteria.'o Thus, BOC5 are cum:ntly prevc:nred from ~U~ U1tert:Xc.hmge

01'der Dcrying~ for DenpaJUNf a.r CarrWn Eligtbk ttJ~ Sapport forI~
.s.n1C£l La RtO'ai HcaiJJs Cor-fI P~3; Adopting Praposai fOr tltt! Pravuian of~ £0 Rwrai Reo/lit e
PraYb:J.n: al'tti Ad/:!'Ming 0r0I RJdiJrr1 Gf'ClItI~ Pmnom larl~ U-97-216. Ordrr No.2 (rei
Deamber 31. 199'7) (AlaG PUC order) aI 16-18.

•

~ C.F.R. ~ ~.611 (a). A a:ni~ may ~ve a d.irea n:imbt.tncm.cu if the tOU.I mnuaJ _ou= of
support a-d to tbc c:a:nier ~c:ccds its on.i~ service c::oo:riharioooO~. ~ 47 c..f.R. § ~.611(b}.

~ PUC orc!et at 17.

&c 47 C.F.R § 54.611.

'0 47 U.S.C. § 271.

2

...._ •.. ~~~•...._--------------
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camas'serviC%S. Bflouse no BOC scrv~ Alaska. howeves-, this st2tUtOry prohibition does
not affi:c:t the iD1l'JcmentUion in AlasIca of a resale 3rnmgemf:nt betweeu a local exchange
canicr and an imc:reXcbang~camero Such an arraneemcm could also be used in other SUItes

in which DO ETC an provide supported services to a rural heaJth are provider as 1011I as the
resale arnmgement does not involve a BOC providing.service that crosxs a. LATA boUDdcy.

The res=Uc ammgcmCD1 described in the Alaska PUCs Order is distiDguishable
from a situation in which an ETC and a non-ETC serve Sll5p:nttc porricms ofa
tclecorm:smnications circuit (for example, when the scrvi.ce crosses a LATA boundary). In
response to a Fmtucmly Asked Question about how such an~ wouLd be trared,

- -the Common Camer Bareau stated that the portion of the circuit thou was s:ervc:d by an ETC
would be supported but tbt: p;srt of the circuit saved by the nan-ETC would not be elipblc
for univenal servicc support. II In contrast. UDder • n:Wc auqc:rnc:m, the 1oc:al exclwnac
camer would pun:hase the service from an intm:xcban8e carrier and the loc&l cxchaugc
carrier, as an ETC, would receive universal sc:MCC sUppJrt (gc:ncr.illy 33 a credit, as explained
a.bo~) for providing end-t~ service to m eligible ha1th care pro\'idcr. lfoo rc::sa1e
arrangement exists, and. both an ETC :md a non-ETC x:rve portions of the
tela:ommunicmons eUt:uit. support is available only for the portioo served. by the ETC.

3

TDTA.. P.05
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U-97-173(2) I U-97-2Q6(2) I U-97-207(2) I U-97-212(2) I U-97-216Q)
Page 1 of 10



STIPULATION TO IMPLEMENT COMBINED ORDERS .
U-97-173(2) I U-97-206(2) I U-97-207(2) I U-97-212(2) I U-97-216(2)

I.
PREAMBLE

In the Matter of the Request by OTZ
TELECOMMUNICATIONS. INC., for
Designation as a Carrier Eligible To
Receive Support for Interexchange
Services to Rural Health Care Providers

1
2
3
4
5
6
7
8
9

-10
11
12
13
14
15

)
)
)
)
)
)

--------------)

U-97-216

16 1.1 This Stipulation is by and among Alascom, Inc. d/b/a AT&T Alascom

17 ("AT&T Alascom"), GCI Communication Corp. d/b/a General Communication, Inc. and

18 d/b/a GCI ("GC!"), Bristol Say Telephone Cooperative, Inc. ("BSTC"), Interior

19 Telephone Company ("ITC"), Matanuska Telephone Association, Inc. ("MTA"),

20 Mukluk Telephone Company, Inc. ("Mukluk"), OTZ Telephone Cooperative, Inc.

21 ("OTT), and United Utilities, Inc. ("UUI") 1, King Salmon Communications, Inc.,

22 TelAlaska Long Distance, Inc., MTA Long Distance, Inc., and OTZ

23 Telecommunications, Inc. Collectively, these parties to this Stipulation are all of the

24 parties of record in APUC Dockets U-97-173, U-97-206, U-97-207, U-97-212 and U-

25 97-216.

26 1.2 Additional parties have seen, consented to, and agreed to be bound by

27 this Stipulation, as demonstrated by signatures hereto. Those signatures appear

1 For ease of reference and where the context is appropriate. the subgroup of AT&T Alascom and GCI
are hereafter referred to collectively as "The IXCs": and the subgroup of BBTC, lTC, MTA, Mukluk. OTZ
and UUI are hereafter referred to collectively as "The Rural LEes". To avoid confusion, when local
exchange earners who serve rural areas are referred to as a general class, the phrase "rural local
exchange earners' IS used WIthout any capital letters. A Glossary of Acronyms and Short-Form
References is attached hereto as Appendix A

STIPULATION TO IMPLEMENT COMBINED ORDERS
U-97-173(2) I U·97-2e-5r2l I U·97·207(2} I U-97·212(2) I U-97-216(2)
Page 2 of 10
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1 under the heading "Additional Consenting Parties" in the signature blocks at the end of

2 this Stipulation.

3 1.3 The purposes of this Stipulation are:

4

5

6

7

8

9

10

11

12

13

14

15

16

17

to facilitate the realization in Alaska of the maximum lawful

amount of Universal Service Fund support for service intended to

inure to the benefit of Rural Health Care Providers ("RHCPs"):

to facilitate the implementation of APUC Combined Orders U-97-

173(2) I U-97-206(2) I U-97-207(2) I U-97-212(2) I and U-97

216(2);

to ensure that no rural local exchange carrier inadvertently

violates any federal statute or r~ulation, or any condition or

restriction imposed by the Rural Health Care Corporation

("RHCC") in connection with the RHCC's distribution of federal

universal service support funds; and

to ensure that no rural local exchange carrier violates any order or

. directive of this Commission in connection with the resale of IXC

services to an RHCP.

18 1.4 To achieve the purposes set forth in Paragraph 1.3, the parties urge the

19 Alaska Public Utilities Commission to formally approve this Stipulation, and to do so

20 as expeditiousiy as possible. A proposed form of order is attached hereto as Appendix

21 B.

STIPULATION TO IMPLEMENT CO,\1BINED ORDERS
U-97-173(2) I U-97-2D6(2) I U-97·207(2) I U·97·212(2) I U-97-216(2)
Page 3 of 10
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1
2

3 2.1

II.
RECITALS

By Combined Orders U-97-173(2) I U-97-206(2) I U-97-207(2) I U-97-

4 212(2) I and U-97-216(2) issued on December 31,1997, this Commission adopted a

5 proposal advanced by the Rural LECs for the provision of service to Rural Health Care

6 Providers. In pertinent part, these Combined Orders (hereafter referred to collectively

7 as Uthe APUC 12-31-97 Order") state as follows:

8 With respect to the specific method for providing service to
9 RHCPs, the Commission recognizes that a new procedure

10 must be developed and that the exact details of the entire
11 procedure may not be resolved in this Order. However, the
12 proposal submitted by the Rural LECs will serve as the general
13 outline for the provision of such service to RHCPs. That is, the
14 RHCPs will submit requests for service to the RHCC. The RHCC
15 will publish the requests for service through its internet website. All
16 interested telecommunications service providers will respond to the
17 requests for service with bid proposals. The RHCPs will evaluate
18 the bid proposals submitted and will select the proposal that best
19 serves the needs of the RHCP. The RHCP will notify the Rural
20 LEC of the bid proposal selected. The Rural LECs will be
21 responsible for repackaging the successful bid proposal to
22 provide end-to-end service to the RHCP. The Rural LECs will
23 also be responsible for the billing and collection functions required
24 to provide service to the RHCPs. Such billing and collection
25 functions include billing the RHCP for service, billing the RHCC for
26 federal subsidies, collecting the federal subsidies from the RHCC.
27 and distributing the subsidies to the telecommunications carriers
28 providing service.
29
30 APUC 12-31-97 Order at 16:11-17:10 (boldface emphasis added).

31 2.2 By letter dated May 6. 1998, APUC Chairman Cotten wrote to all five

32 Commissioners of the Federal Communications Commission ("FCC") forwarding a

33 copy of the APUC 12-31-97 Order and explicitly "seek[ingJ affirmation [from the FCC]

34 that the Alaska structure for providing services to RHCPs is consistent with FCC policy

35 and will allow RHCPs to receive the benefits of federal support for the interexchange

36 portion of their service." May 6, 1998 Letter at 4-5. Chairman Cotten's letter went on
STIPULATION TO IMPLEMENT COMBINED ORDERS
U-97-173(2} I U-97-206r2\ I U-97-207(2) I U·97·212(2} I U-97-216(2)
Page 4 of 10



1 to note that "expedited resolution of these issues is critical." !sL. at 5. A copy of the

2 May 6, 1998 Letter is attached hereto as Exhibit 1 and incorporated herein by this

3 reference.

4 2.3 By letter dated September 23, 1998 FCC Chairman William E. Kennard

5 responded to the May 6, 1998 Letter. Chairman Kennard stated, in pertinent part, that

6 the APUC's "proposed approach" had been reviewed by FCC Staff, who had "advised

7 that [the APUC's proposed approach] comports with current [Federal Communications]

8 Commission rules." Attached to the September 23, 1998 Letter was a three page

9 memorandum, also dated September 23, 1998, executed by Ms. Kathryn C. Brown of

10 the Office of The Bureau Chief within the FCC's Common Carrier Bureau (hereafter

11 referred to as the "Brown/CCB Memorandum"). A copy of the September 23, 1998

12 Letter including the Brown/CGB Memorandum is attached hereto as Exhibit 2 and

13 incorporated herein by this reference.

14 2.4 The Brown/GCB Memorandum states, in pertinent part, as follows:

15 The approach outlined in the Alaska PUCs Order, U-97-216
16 [sic], would permit local exchange carriers that are ETCs [Eligible
17 Telecommunications Carriers] to "repackage" the service of
18 interexchange carriers in order to provide end-to-end service to a
19 rural health care provider. As we understand it, this proposal
20 would result in ETCs reselling interexchange service. We
21 believe that such approach generally comports with the
22 Commission's rules and policies. To the extent that an ETC, other
23 than a Bell operating company (BOG), serves an eligible health
24 care provider by reselling the service of an interexchange
25 carrier or any other non-ETC, universal service support is
26 available to the ETC reseller.
27
28 Universal service support for telecommunications carriers
29 serving eligible rural health care providers is distributed pursuant to
30 section 54.611 of the Commission's rules, generally as an offset
31 against the carrier's universal service support obligation. Under an
32 arrangement in which an ETC is reselling an interexchange
33 carrier's service, the support would flow to the ETC in the form
34 of a credit against the ETC's universal service obligation. The
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1 Alaska PUC's order states that ETCs would be responsible for,
2 among other things, "distributing the subsidies to the
3 telecommunications carriers providing service". No support,
4 however, can go directly to a carrier that is not an ETC. The
5 interexchange carrier would be compensated when the ETC
6 purchases its service. The ETC reselling the interexchange
7 service to an eligible health care provider would receive a
8 credit against its contribution obligation.. Unless the support
9 amount due to the ETC exceeds its universal service contribution .

-10 obligation, the ETC would not receive.a monetary reimbursement
11 and, thus, would not receive support in the form of money that
12 could be passed along to another carrier.
13
14 The Alaska PUC has concluded that rural health care
15 providers in Alaska will benefit if local exchange carriers that
16 resell interexchange carriers' services are permitted to be
17 compensated by the mechanism set forth in section
18 254(h)(I)(A) of the Communications Act. '" [W]e agree that
19 this approach is consistent with the Commission's rules. . ..
20
21 Brown/CCB Memorandum at 2 (boldface emphasis added, footnotes omitted).

22 2.5 The Brown/CCB Memorandum's repeated characterization of the

23 APUC's 12-31-97 Order as authorizing rural local exchange ecarriers to "resell" IXC

24 service creates a dilemma and gives rise to this Stipulation. Under several APUC IXC

25 market structure orders which date back to APUC Order R-90-1 (6), LECS are not

26 permitted to "resell" intrastate IXC services2
. Rather, this Commission has required a

27 structural separation whereby only separately-organized and -operated IXC

28 subsidiaries of LECs, not the LECs themselves, have been authorized to "resell"

29 intrastate IXC services J
. Yet, as the APUC itself has acknowledged, only LECs can be

2 See Order R-90-1 (5). 10 APUC 407, 415 (APUC 1990)

3 See, ~ Order U-95-84( 1), Ordering Paragraph 1 (certifying King Salmon Communications, Inc. as
the IXC subsidiary of BBTC, subject to extensive structural separation restrictions). Structural
separation restrictions Similar to those imposed on King Salmon Communications, Inc. have been
imposed on TelAlaska Long Distance. Inc., MTA Long Distance, Inc. and OTZ Long Distance, Inc., the
applicants in APUC Dockets U-97-206, U-97-207, U-97-212 and U-97-216.
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1 Eligible Telecommunication Carriers ("ETC") and, as the Brown/CCB Memorandum

2 states, no universal service support can go directly to a carrier that is not an ETC.

3 NOW, THEREFORE, in order to accomplish the purposes identified in

4 Preamble Paragraph 1.2, and to resolve the dilemma described in Recital Paragraph

5 2.5, the parties stipulate as follows:

6 III.
7 STIPULATED UNDERTAKINGS AND AGREEMENTS

8 3.1 Solely for the purposes of implementing the flow of universal service

9 funding support for service to Alaskan RHCPs, any rural local exchange carrier may

10 "resell" any IXC's services, including services of its separate IXC subsidiary, to an

11 RHCP. A rural local exchange carrier need not, and shall not, perform such resale

12 through a separate IXC subsidiary. The IXCs will not contend that such reselling of

13 IXC service by a rural local exchange carrier to an RHCP violates any provision of

14 Alaska statute or regulation or any Order of the APUC.

15 3.2 All of the parties to this Stipulation agree that the concepts of "resale"

16 and "reselling" as described in Stipulation Paragraph 3.1 above can and should be

17 implemented in a manner that is consistent with the outline for the provision of service

18 to RHCPs set forth in the APUC's 12-31-97 Order. This includes the right of an RHCP

19 to select the proposal that best suits its needs from among competing proposals. The

20 parties recognize that the actual flow of subsidy funds will be in accordance with the

21 Brown/CCB Memorandum.

22 3.3 Nothing in this Stipulation shall be construed to contravene or conflict

23 with the rules, regulations and practices prescribed by the RHCC for making Universal

24 Service Fund support for service available to any RHCP in Alaska.
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1 3.4 Each and every party to this Stipulation commits its best good faith

2 efforts to implement the general outline for the provision of service to RHCPs set forth

3 in the APUC's 12-31-97 Order in a manner that fully complies with the rules,

4 regulations and practices prescribed by the RHCC to the end that any and all RHCPs

5 in Alaska who wish to receive or benefit from Universal Service Fund support for

6 service actually obtain the maximum support to which they may be lawfully entitled.

7 3.5 This Stipulation may be executed in counterparts. Each counterpart

8 shali be considered an original of this document.

Respectfully submitted this G' A day of _.:JA,U{.1..4.f2 '7

Date:
-----~-------

THE RURAL LECs

I~TelePhonecomp~ny, Inc.

B-~Ic/;~~&<
/ He~hame

Dat~: / -5'-99
I

Bristol Ba T0~ corzative, Inc.

BY/ ,(~/ r IJJIIc__
~-G _ ~ 3 I Ii 2

General Communications, Inc.
I

. /. .£(j.~
By: "- /://~.c~ ~?~

III

Alascom, Inc.

/)',/
By: ( it -c-I-''r--~

(2 -[j-jgDate:
-----'--~---'-"'----

THE IXCs

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29 Date:

-~------'-~---

30
31

STIPULATION TO IMPLEMENT COMBINED ORDERS
U-97-173(2) / U-97 -2C5(Z) ! U-97 -ZQ7(2) ! U-97-2 i 2,)} / U-97-216(2)
Page a of 10



ADDITIONAL CONSENTING PARTIES

Ali 6\'\0.5° t 1e\q2\\0oe (JCOrfa.-h'le

By:Thbeeh C.~2idy~

Date: \ zlsr)(CzX:

~ \\ lS\'{t~ 'b.~\\) KhvCQ

By: e~ b f'R;?& tt .(tLJd ,a~~-I \

Date: '?)36 /9.r>

1
2
3
4
5
6
7
8
9

~ ~ (\..,eMvo 1e~1OJJ e ~nJf~vmve

~; By V, b p <?-"(' 9"(t1",,,
14 Date:) 2L?,c) /1 CC
15
16

l~

STIPULA,TION TO IMPLEMENT COMBINED ORDERS
LJ-97-173(2) / U-97-205(2) / U-97-207(2) / U-97-212(2) / U-97-21'3(2)
Page 10 of 10



Matanuska Telephone Association, Inc.

By: _

Date:-------------

United Utilili~S, In\1 //
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