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The Honorable Harold Furchtgott-Roth

The H i i i Federal Communications Loinnission
e Honorable Gloria Tristani Office of Seors!

Re: CC Docket 96-45
Rural Health Care Reimbursement

Dear Commissioners:

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.F.R.
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54.101 and 54.201(d), and Section 214 (e) of the Act.'

The Alaska Public Utilities Commissicn (APUC)
recognized that some action had to be taken or RHCPs
would be effectively denied universal serwvice funding for
telecommunications services that would otherwise be
eligible for support. To help resolve the problem, the
APUC adopted the "Alaska Solution" on December 31, 1997.2
Under this system, rural local carriers, all of which
held ETC status, would 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 [Rural
Health Care Corporation] for federal subsidies,
collecting the federal subsidies from the RHCC, and
distributing the subsidies to the telecommunications
carriers providing service."’ Under the 1997 version of
the Alaska Solution, LECs would not directly resell
interexchange services to the RHCPs, only repackage such
gservices and arrange for funding.

Controversy arose over whether the 1997 version of
the Alaska Solution was acceptable to the FCC. 1In 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,

‘For 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.

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

‘Order No. 2 at p. 17.




letter from the FCC that the 1297 version of the Alaska
Solution was acceptable. Detailed 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 of caution in response to a
stipulation submitted by the industry (See Attachment 4),
the APUC supplemented the Alaska Solution on May 13,
1999, by allowing local carriers to resell long distance
gservices. Through recent teleconference with the RHCD
gstaff, it appears that the RHCPs 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 become aware that there is a
high likelihood that most RHCPs in Alaska would be denied
retroactive funding for year one and possibly year two of
the program. There appear to ze 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. 1In fact your letter to
APUC Chairman Cotton stated that it "comports with
current Commission rules." However 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 resa’e of service and has
indicated they will deny retroactive funding prior to May
13, 1999 when the Alaska Solution was modified




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

The RCA requests that the FCC 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




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




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.

Nanette THompson
hair

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 ) U-97-216
Designation as a Carrier Eligible )
To Receive Support for Interexchange ) ORDER NO. 2
Services to Rural Health Care )
Providers )

)

BY THE COMMISSION:
Torrod .

By Order U-97-173' (hereinafter, Order No. 1), dated
November 7, 1997, the Commission, among other things, initiated
investigations into the applications filed by GCI COMMUNICATION
CORP. d/b/a GENERAL COMMUNICATION, INC., and d/b/a GCI (GCI);? KING
SALMON COMMUNICATIONS, INC. (XSCI);® TELALASKA LONG DISTANCE, INC.
(TALD) ;* MTA LONG DISTANCE (MTA-LD);> OTZ TELECOMMUNICATIONS, INC.
(072 Telecom).6 The applicants requested designation as eligible

=

carriers to receive federal universal service support for

‘Issued as part of a joint decision published as Order

U-97-173(1)/U-97-206(1)/U-97-207(1)/U-97-212(1)/U-97-2156(1) .
Docket U-97-173.
‘Docket J-97-206.

‘Docket U-97-207.

J-27-173(23/0-27-2082)/U-27-207(2)/U-27-212{2)/J-37-2151{2; -
12/31/97)
Yage 2 of Z0




interexchange services provided to Rural Health Care Providers
(RHCPs) throughout Alaska.

Comments in opposition to GCI's application were filed by
UNITED UTILITIES, INC. (UUI); INTERIOR TELEPHONE COMPANY, INC.
- (ITC); MUKLUK TELEPHONE COMPANY, INC. (Mukluk); OTZ TELEPHONE COQOP-
ERATIVE, INC. (OTZ); BRISTOL BAY TELEPHONE COOPERATIVE, INC.
(BBTC); KSCI; and TALD.

Also by Order No. 1,” the Commission designated intervenor
status in Docket U-97-173 to BBTC; KSCI; MTA-LD; OTZ Telecom;
UNICOM, INC. {Unicom); and UUI, subject to the submission of state-
ments of nonparticipation. On November 12, 1997, Unicom filed a
statement of nonparticipation.

On November 12, 1997, ALASCOM, INC. d/b/a AT&T ALASCOM
(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, GCI
filed petitions to intervene 1in Dockets U-97-206, U-97-207,
U-97-212, and U-97-216. 3y oral ruling issued November 14, 1957,
the Commission 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

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

ct
o)
)]
cr
[t)

stimony of Greg Jones, Vice President and General Manager of

‘See n. 1

211 parties were telsphonically notifisd on the same dats tha:t
the petitions to intervans were grantsd
U-37-273{(2)/U-97-2536(2)/U-37-207(2)/U-27-212(2)/U-97-215(2) -
f12/31/97)
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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, attorney; Thomas R.

Meade, Manager of Regulatory Affairs for TelAlaska; 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-
vice of a bandwidth up to and including 1.544 megabytes per second
that is 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
telecommunications service may not exceed the distance betwsen ths
health care provider and the point farthest from that provider to
the jurisdictional boundary of the nearest large city as defined in
Section 54.605(c). GCI contended that it was undisputed that th=s
only large city within that definition in Aalaska is Anchorags.
Tnerefore, GCI argued that the supported telecommunications servics
would be interexchange service and that GCI, as an interexchance
carrier (IXC), should be designated as a carrier eligible to
receive support for service provided to RHCPs.

GCI stated that it intends to provide service to RHCPs

through dedicated lines, typically 56 kilobyties, but also 128 ¢

[

T R

lines would permit a full range o

th

services to RxCPs including volce and data transmission. GCI esti-

mated that service would b2 provided to approximately 250 2HCPs.




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 reqguired 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 1s availilable. Generally, in Alaska
competitive service 1is available for the IXC segment and the
terminating LEC segment in Anchorage.

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

ATLT Alascom contended that RECPs in Alaska would not be able to

4]

Take advantage of Fedsaral Universal Service discounts for qualify-

<
-]

ing services if IXCs were found ineligible. Tnarefore, AT&T

-

o

I
[UR

r

2lascom regu ed limited eligibility status for facilities-based

IXCs.

The Rural LECs argued that there were three links
necessary to provide telecommunications services to RHCPs. First,
tnere is a link betw=en the RHCP and the satellite earth statcion in

the local community, a sesrvice that 1is provided by the LEC.

j—

Szcond, there is a link Ifrom the sacellibte =artn station to thsa

terminating destinatlion, a S$2Yvic2 tnat 1s providad by the IXCs
9=27-17342)/U-27-205102)/2-37-207(2)/05-57-212:2)/U-37-215(2) -
(12/31/97
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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.

Undasr the Rural LECs proposal, the RHCP will determine
which IXC bid to accept. The Rural LECs would then repackage and

r2pill the bid accepted by thes RHCP.

23]

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 cars providers in rural areas

that are eligible for support The FCC contemplated a nationwide
average transmission of appromimately 100 miles Ths Rural LZCs
contended that the distancss in Alaska wers much greatesr than those
contemplataed oy the ©CC and, as a rasult, znz2 subsidy funds claimed

-

(2} /C-37-2054{2)/U-27-227{2/06-37-212(2)/U-37-215(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 the service area. The Rural LECs
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 own facilities but rather

1

resold the services of other IXCs. TALD contended that, as

VY]

reseller, it was dependsnt on the facilities-based carrier in terms
of the services that can be provided to RHCPs. Given the current
method of providing servics, TALD argued that a well-crafted whole-
sale tariif was important to allow competition in the provision of
intersxchange services.

The Rural LECs requestad that IXCs not be designated zs

2ligible for Universal Service support for RHCPs. The IXCs with

Zor their apoplications and that 1I CGCI's application ware to De
UJ-37-273{2)/U-37-205{(2)/U-97-227(2)/U-57-2121{2)/U-37-215(2) -
(32/31/97)
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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
is, that only telecommunications carriers that provide the full
array of core services can become eligible telecommunications car-
riers for universal service support purposes. UUI contended that
this position was consistent with the purpose of universal service
support, which is to support primarily local exchange, not interex-
change, services. Therefore, UUI argued that GCI’s petition should
be denied.

At the conclusion of the hearing, the Commission directad

T

that post-headring briefs limited to five pages be submitted in lieu

i}

of closing argument.
In their post-hearing brief, the Rural LECs argued that
GCI and AT&T Alascom werzs ineligible for federal subsidies and

restated their proposal for provide service to RHCPs as follows:

[A] rural health care provider would submit 1ts request
for telecommunications services to the Rural Health Care
Corporation (RHCC). The RHCC would post the recuest for
sexvices oOn 1.3 wabslte. A1l intersscad IXCs would
submit a bid dir=actly to the rural nhealth care provider
for that portion of tha reguested tslecommunications ser-
vices that 1t 13 able o provide. Th2 rural health care
U-57-172(2)/U-97-205{2)/U-37-207(2)/U-37-212{2)/U-397-215(2) -
(1Z2/31/97)
rags 3 o7 20




provider would select the IXC and notify the rural LEC of
the selection. The rural LEC would provide the 1local
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.
MATANUSKA 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, UUI

filed a statement in support of the Rural LEC proposal. GCI filsd

a statement referencing the arguments presented in 1ts post-hearing

)

prisf opposing the Rural LECs proposal. AT&T Alascom filed
statemant supporting the Rural LECs proposal provided the proposal
was clarified and the following conditions were met:

1. Bidding and selection of the carriers for each

. segment {originating LEC, IXC, and terminating LEC) for RHC?

service should bz as simple as possible, with IXCs having the
ability to include all three segments of service in their bid

2. Billing and collaction of services would be handiad
fairly and economically.
J-37-173(2)/0-937-205(2)/U-97-207(2)/U-37-212{2)/5-237-215(2) -
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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 receiva

the benefit of the federal universal service funding system?

Discussion

The Commission has determined that it will address thes
issue of whether an IXC is eligible for designation as a carriar
eligible to receive support for interexchange services to RHCPs in
tha context of Docket U-987-173. The Commission’s ruling in this
oroceeding will serve as controlling precedent for all other
outstanding applications regarding this issue.

It 1s undisputed that Alaskan carrisrs must recsive eli-

gipble carrier status from the Commission as a prersguisite fcx

receipt of federal universal sesrvice funding for qualifying tele-

communicacions sarvices to 2HCDs.’ Secticn 214(=){1) of th=
’See 47 U.S.C. Section 214{3) and 47 C.F.2. Section 54.201.

U-27-173{2)/U-97-205(2)/U-27-207(2)/U-97-21212)/G-97-215(2) -

(12/31/97)
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Telecommunications Act of 1996 (The Act)!® 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 the FCC, in establishing services supported by the federal
universal service fund, should consider the extent services are
essential to education, ovublic health, or public safety, and
whether the services meet other specified criteria. Section

254 (c) (3) allows the FCC to include for support health care

providers not otherwise designated under paragraph (1).

wn
s
1

The regulations of the FCC at 47 C.F.R. Section
201 (d) (1) provide, in pertinent part, as follows:

A common carrier designated as an 2ligible telecommunica-
tions carxrier under LS s=2ction snall pe eligible to
recesive c

- hl
ce2iv univarsal servi

2 support in accordance with
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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)

follows:

nications carrisrs shall make available LifZeline service,

1. voice grade access to the public switched net-
work;

2. local usage;

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

tional equivalent;

4. single-party service or its functional equiva-
lent;

5. access LO emargency services;

6 access to operator services;

7. access to interexchange services;

8. access to directory assistance; and

9. toll limitation for qualifying low-income con-

sumers (including LinkUp services) .-"

1

as

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

as

“J .




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 1line 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 1issus in this proceeding is whether an IXC
can be designated a carrier eligible to receive support for the
provision of interexchange services to RHCPs. The Commission ha
determinad that IXCs cannct be designated eligible carriers.

The Commission has determined that Sesction 214 (e) (1) sets
forth a two-part test for establishing carrier eligibility. Firsz,
a common carrier 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 establishing services supported by the federal universal service
fund, should consider the a2xtent to which sarvices are essential

to, among other things, pubnlic hesalth and wheth2r the services masti

otner specified criteria. This Section includes the provision of

“public h=altnh” and to dstermins whetner Zhs services maet othar
U-37-173(2)/J-37-205{2)/U-37-237(2)/U-97-212.2)/U-37-225(2) -
(12/31/97)
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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, 47 C.F.R. 54.201(d) (1), provides further
guidance regarding the criteria required to be designated as an
eligible carrier. That regulation establishes a tripartite test
for eligibility: (1) offering the services supported by federal
universal service support mechanisms under Subpart B; (2) offering
tne services supported by Section 254(c) of the Act; 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
mandatory, not discretionary. The regulation provides, in perti-

nent part, that:

(A] common carrier designatsd as an eligible telecom-
munications carrier under this section . . . shall,
throughout the ssrvice area IZor which thne designation is
received
(1) offer the services that ars supported by
federal universzl service support mechanisms under
U-37-173(2)/U-57-208{2)/U-37-207(2)/U-37-212{2)/U-27-215{2) -
{12/31/97)
Fags 14 of 20




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 rsduction in the basic

local service rate and federal subscriber line chargs payments onca

sl
[
¢

connected to the network. Both Lifeline and LinkUp services
services associated with the provision of local exchange servica
and can only be provided by LECs.

After considering all applicable provisions of the Ac:t
and FCC regulations regarding “eligible carriers” in concert, ths
Commission has determined that an IXC cannot be dssignated an
eligible carrier to receive support for ssrvices to RHCPs.

If IXCs cannot be designated eligible carriers, then tha

Commission must determins the best m2thod to 2nsurs that RHCDs havse

the opportunity to receive federal universal sesrvice support The
U-37-173(2)/U-97-2056(2)/U-97-207(2)/U-97-222{2)/U-57-215(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.®?

With respect to the spascific method for providing service
to RHCPs, the Commission recognizes that a new procedure must be
developed and that the exact d=tails of the entire procedure may

not be resolved in this Order. However, the proposal submitted bv

the Rural LECs will serve as tha2 general outline for the provision

of such service to RHCPs. That is, the RHCPs will submit requests
for service to the RHCC. The RHCC will publish the requests for
service through its internet website. All interested telecommuni-

cations service providers will resspond to the requests for service
with bid proposals. The RHC?s will evaluate the bid proposals

-

submitted and will select the proposal that best serves the n=ads

*?See Dockets U-97-145, U-$7-157, U-97-15%, U-97-162, U-97-154,
UJ-97-168, U-97-169, U-97-170, u-97-172, Jj-97-174, U-97-1735,
U-97-176, J-97-177, uU-97-17%, U-27-179, U-97-180, J-97-131,
G-97-1383, U-97-184, (G-97-185, U-97-137, 9J-97-189, U-97-190, a2l
U-97-197.
U-97-173(2)/U-97-206(2)/U-27-237(2)/1U-97-222¢2)/U-97-2156/(2) -
(12/31/97)
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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.

While at first blush the aforementioned procedure may
appear complicated, the Commission has determined that the billing
and collection functions to bpe performed in conjunction with
service to RHCPs are not so appreciably different from message toll

service billing and collection functions as to render LECs incapa-

h

ble of performing the necessary tasks. The Commission has further

determined that LECs have significant experience in billing and

j—4

collection functions associated with message toll service and have

demonstrated the ability to capably perform those functions.
The Commission nas further determinsd that the Rural LECs

proposal 1s rewvenue neutral to IXCs. That is, the IXCs would not

be entitled to any greater level of funding whether IXCs wer

(D
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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. The RHCP selects the bid pro-
posal that best serves 1its needs. 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 1s 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 by

the aforementioned statute, a party may file a petition for recon-
sideration in accordance with 3 AAC 48.105. In the event such za
pecition i3 filed, the time period for filing an avpeal is thesn
calculated in accordance with Alaska Rules of Court, Rules of

Appellate Procedure, Rule 602(a) (2).

ORDER
THE COMMISSION FURTHER ORDEZERS:
The application filed by GCI Communication Corp.
d/b/a General Communication, Inc., and d/b/a GCI for dssignation as

I CaArrTizr EngLDLE CO racelve Iz2d2ra univarxrsatr sServ.Ce supporl Lor




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 providers 1is denied.

4. The application filed by MTA Long Distance, Inc., for
designation as a carrier eligible to receive federal universal
service support [or interexchange services provided to rural healthn

care providers is denied.

5. The application filed by OTZ Telecommunications,
Inc., for designation as a carrier eligible to receive federal
universal ssrvice support for interexchange services providsd to

1

rural healt is denied.
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As more fully discussed in the body of this Order,

the proposal for provision oif service to Rural Health Care
DProviders supmittad by the Rural Local Exchange Carriers 1is
adopted

7 The oral ruliing granting ths pstition to intsrvens
filed bv Alascom, Inc. d/z/a 27T«T Alascom is atffirmed
J-97-173(2Y/0-27-205{(2)/5-37-207(2)/U-27-222{(2)/0-37-215{2} -
(12/31/97)
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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
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R - saly gt [ TONY KNOWLES, COVERNG
/
/ {016 WEST SIXTH AVENUZ 3T
DEPARTMENT OF COMMERCE AND / ANCHORAGE. ALAIXA 7351119
77 " ECONOMIC DEVELOPMENT / FAXe o 1160180
L ) : B T (O7) 2164533
R ~ Ly ALASKA PUBLIC UTILITIz:S COMM/SSION
s . o ez EmIm ) - '
. = ’ oo e - - May &, 1998
The Honorable William E. Xennard REC*- i
Chairwan "VED -
Federal Communications Commission ”A 2
1919 t+f Street, N.W., 2oom 814 Attachmen
Washingcton, DC 20584 e
The iHonorable Susan Ness A
Commissioner T
Faderal Communications Commission .
1815 & Streest, N.W., Hoom 832 .
Wasningcon, DC 20534 :
The :fonorable Micha=l X. Powell o
Federal Communications Commission e
1919 ¢ Streatc, N.¥.. Boom 844 B
“ashingcen, ZC 203534
The Honorable Harold Fuzchtgotc-Zoth o
Cocaunigsioner
Tedarzl Comnmunizations Commission
L3129 M Stre=t., N.%W., Room 402
Wasningnon, 2C 2053¢
The Honsorable Gloria Tristani
Commissicner
Fadoral Communications Commission
1319 & Streer, N.VW., Room 32§
“dagshiingzcn, DC 205z¢
dz2ar Commissioners:
Tha Alaska Public Utilicises Commission (APUC) rszgquests
vour assistance In & mattar of cxtreme Lmportance affccting
wnecher rural healih care providars (RHCPs) in alaska and
othzx parcts of the country «ill ze unduly deniad the
zanefits of thsa ederal uvniversal servica Drogran
Tne toderal Comminications Commission (FCCT) concluded
Thal under gezlicn 2354 (R) (1Y (A) ot —he  ACT, "Zny
mzloconmmuniczrions sexrvice of 2 bapndwidih up ©o  and
including 1.344 Mbps That is necsssary ZoT tns SISVISIon oI
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health care ssrvices is sligizle for support."' This FCC
definicion of "neccessary serwice! by inspaction. includes
both interexchange and lccal s=xvices up to the 1.54¢ (bps
rate. Depending upenn how the FPCC  interprets 1ts
ragulations, RHCPs may be <Zanied fedesral =ZIunding Zfox
cualifying interexchangs services.

Throughout Alaska, interexchange and local
telccocmmunications servicss inm Tural areas are provided by
separalte companies. “nen xural local sexvice first
occurred in Alaska in the 21370's, no one company wasg
willing and able to provide Zocal sarvice to the entire

-
state. Inscead, several relatively small, local carriers
servad rural Alaska. ©YNone of z—hese local exchangs carriexs
currentcly e i servicas nor do they own
intaxexch c Similarly, no interasxchangs
carriers leval of local sa2rvice in
rural Ala

carriers shall
- . T
disTtrinutac pursuant

= o I
oI Znhls parc
coavriLar wusl, ZWmonyg
SuooaTrl T 3TITVICEeS,
. . . e s -

CC ODzoexeil No. 93-¢3% Jar~rt and Orgasx, at <03,
rzleasas May &, 1957 Carzalin Interncc sarvicas arxa zlso
= - DR TRP — e - - - t M . M n . 4 =
suDCoryad, Tul enziiles T22d TSI e Yellginpia" carriers
Us rac=ive Iupnding.

"T"* Lo Ba el Bad e Aavm =~ —-_—— =y { = U-—w—-—nﬂ ""\'na“*as

LO2 DILNary 2xCeesoisn 15 TLLS LS nitad Jollill= P
- s . ’ - — -3 3 p— - -
InT., which holds a2 S50% cwners=io intlorast 1n som2 of the
2arzh stzziocns of Alascom, Inc., tha dominznt long
istancs ccovany iLn Aalzaskz

[ — sm A o

47 CFTR =Z2.201{a) (1)

47 CZFR O532.201{2){y;

2! woiza2 grade accass Lo
- - _ — -1
-2 oc2l usasa, z) 2eal tona
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. In Alaska no interexchange car*icr provides local
.. sexvica-to_rural.areas .  The APUC-:tharefore zoncludad under
7T the FCC *=culations, only local zarriexrs cculd be declared
: ellglnle ~carxricrs ~ Ior. purposcs: or-'rec21v1“g fedaral
- 777 universal service funding for RHCP ssrvic=s.® Details of
~ our analysis is providad through the attachkzd order.

_Afzer review of the Tcleccmmunicaticns. Act of 1596,
d tha FCC regulations, the APUC adoptad an eligible
ier scructure wnich ws believed both consistent with
juiremancs and-2ffective in allowing = all:ylng RHCPs
ive the universzl s=rvice ban=fits fcxr incerexchange
5. As cnly Local Ixchange Carriers (LECs) could
crat ed 2s cligible carriexs, they were given the
3 izy to recackac and--o-end serrice, includin
e services, to 2HCPs and take adminiscracive
Ssary to arranga fTorx federal univarsal service
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a contract £or servics with a xruxal =zealth care
. provider - - must . partner ~ with an ineligible
L telecommunications carrier £o complete the circult the
- rural health care provider has ordered, universal
.. ... ...service support will not be allocatesd for that porticn
” """ of the .circuit that is ‘served by an ineligible

telacommunications servics provider.®

) Depending upon how the FAQ -is .interprected, cthe APUC's
‘StructuYe may or may not complv with FCC policy.

The key issuc affecting Alaska znd other stares is how

the FCC will traat those interexchange portions ci the RHC?
circuit when the underlying facilities based caxriar is not
an eligible carrier under FCC regulacions. This issue
might seldom cccur in areas where toll and loczl service
=as racaived Irom & single large carrisr sucnh as commonly
is th2 case In the contiguous Uniced States (CCONUS). In
CONUS, a reguirement that a carrier provide lagal service
in order to e eligible for ipgperexghznee rural haalth care
service suppcTt could casily be meoo by a largs 250C.

Zmploving szparate intarexchange a2nd local companies
should noc srevent RHCPs Irom recelving univarszl sarvice
SUDT It would beo arbitrary and discriminatcry to dany
Alas or =any rzrural state's RHCPs the Lbana2fics of
wintlv al s2rvice m=rcly becausc carzisrs in chat state are
pield ructurzd lika the CONUS nerm. Tha APUC seseks TCC
ass i =2 in  assuring tnat  RHCPs  raceive  Zalr  and
Toas 5l2 zzcess to fafarzl funding

The ASUC n=licves tha TCC Stz zra cwars oI the above
tronlam and ara wWorking diligesnctly o ensurs falr and
2asonabla traatumsn: of =1l RHCDs Your zssistanza to maka
Inhis iss5uUe2 & Driority aswever will =nsura that 2HCPs arc
not accidencally denied the hecneiits of thz  Iederal
universal sarvics Drogram warely Zeca2use 2n intarexchangs
carrier iy invglved in zrovision of ss=rvics. A decisiocn
on Cnhis matier ba2loxre tha closa2 cf the 75 day window of
opporcunity fox £iling the Zirst round of RMCP zcplications
wourld e crizlcal Lo ensuring RICS2s ars ot disacvantaged.

Clezrly, Alaska and othar states ns=22 to know the FCC
s commitie=d to clariiving its pclicy, and o the extont
Zn=2x¥2 2rc  issuss, resolving  them The A37UC  secks
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affirmation that the Alaska struccurs fox providing
services to RHCPs 1is consistent with FCC policy and
will allow RHCPs to rscaiva the benefits oI federal support
for the interexchange portion of their service. If the
APUC's structure for providing universa: servic= supporxt to
RHCPs is unaccegtable, cthan . the APUGC nust consider
requesting a waiver to allow its eligizle LECs to receive
universal service funding for service tackages provided to
RHCPs, including the interexchange links p*ov1ded by non-
eligible carriars.

Expedited resolution of thess issuess is critical. Few
carriers will be will'rg to provide diszounted services to
PHCP3 wnile there remains Ln:e*taln_y cvar whather federal
funding will pay for the discount. Unza2solved issues may
delay processing and apzroval of 23HCT funding reguests.
Numarous =RHC?s in Alaska and cther stzzas axe thereiores =z2C
an sxcrem= disadvancage until this matter is rasolved. Tha
AVUC reogquests tha ICC zake expediztious accion to ensure

hac all RHCPs are able to receive ccmzarable universal
i i in a2 zima2lv manner.

I appreciata your =ima and considera
Olepasa do nct hesitats CoO conzazi ¢
urcher informztinn or assistancts cn thi

a

onaxr Zam CotTan
the Alaska
bie

s Commission
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FEDERAL COMMUNICATIONS COMMISSION

Attachment 3
WASHINGTON '
orvceg oF
THE Cotaimetary
September 23, 1998 )

- :- . :-:":-'*:9
Commissioner Sam Cotten o .
Cl . I - .-

Alagka Public Utlities Commuission
1016 West Sixth Avenue
Suite 400 :

Anchorage, Alaskn 99501-1963

Dear Chairman Cotten:

Thaok you for your letter expressing concemn about the ability of nural besith care
providers in Alaska to bencfit from universal service mechamiams. As you know, secton
254(h}1 XA) of the Communications Act of 1934, as azmended by the Telecommumications
Act of 1996, permits certain rural health care providers (o obmin telecommunicanions services
21 rares that are available 10 bratth care woviders that serve urban aveas in the same state,

Your letter indicates that henith caro providers serving rural parts of Alaska arc unzhle to mke
advamtage of the umiversal sexrvies provimions designed for thar benefit

As your lemer indicates, in somne instances, both in Alaska and in other states an
eligible telecommuuications carrier caandl provide the codre telecommunications circurnt
between, for cxample, & rural beatth clinic and an wban hospital. | realize that this siation
bas. in some circumstances, made 1 more difficudt for naal health care providers to obtain
telecommrumications services eligible for tmiversal sexvice support 1 appreciate the cfforts the
Aletkn Public Utilitics Commission kas made t0 ennune that all hreith care providers in rozal
Alaska are ahle to benefit from umiversal scrvice support even though no eligible
telecommuntcations carrier is capable of providing a complete circunrt between rurel arcas and
Anchorage.

The Coormission curremly is considering possible ways to address this difficulr {ssue.
Your approach, in the meannime, is most waeicomed. [n reaponse to your reguest, Commission
staff has exantined the proposed approach the Alaska Public Utilities Commission adopted in
the order referznced in your letter. Staff has advised that it comports with current
Cormmission rules. I have atached the staff memorandim for your convenience.
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FEDERAL COMMUNICATIONS COMMISSION -
COMMON CARRIER BUREAU
OFFICE OF THE BUREAU CHIEF

memorandum

TO: William E. Kennard
r
_ . FROM: Kathryn C. BmwnW
DATE:.  September 23, 1998

SUBJECT: Analysis of Proposal by Alaska Public Utilities Commission to Ensure Rural
Health Care Providers Have Access to Supported Telecommumications Services

Secton 254(b)}1XA)' of the Communications Act of 1934, as amended by the
Telecommumnications Act of 1996, permits certain nural heaith care providers 1o obtain
elecommunications services at rates that are available to health care providers that serve
urban areas in the same statc. [n the Report and Order, released May 8, 1997, which
implements section 254 of the Commyumications Act,’ the Conunission concluded that only
telecommumnications carniers that are designated as ETCs could receive universal service
support for serving rural health care providers.’ Becsuse a camier must offer certain specific
local eelecommmumications services prior to being designated a3 an ETC by a state
commission,* most imterexchange camiers will not become ETCs.

i In Alaska and in somc other states, an eligible telecommunications carrier
(ETC) cannot provide the entire telecommumications circult between, for examplc, a nural
heaith clinic and an urban hospital. Thus, in these instances, health care providers serving
nural arcas arc unable 10 take advantage of the umversal service provisicns designed tor their
benefit

The Alaska PUC has held bearings on how to ensure that heaith carc providers
in rural Alsska are able to benefit from universal sexvice support even though no ETC is
capable of providing 2 completx telecommunications circuit between rural areas and

' QT US.C. § 254(hX1XA).

I Federal-Siate Joiar Board on Universal Service, CC Docket No. 9645, Repart and Order, 12 FCC Red
8776 (1997) (Univeraal Servace Order) (scbsequent history omited).

' Universal Service Order, 12 FCC Red 21 9103-06, para. 627.

Y See 47 USC §214(e).
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Agmin, thank you for your lenter. | appreciate the sustained cfforts of the Alaska
Public Utilities Commission to resojye this challenging issue. You can be sure that we will

continue to seek ways to cumncthmaﬂofnzziAmeﬁcxhasacccssmrfueva!uablesavics.

SimxTly, :

&’L,’A.Z/‘ ’\: &M« Lo ‘/
William E. Kennard
Clairman
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Anchorege. The approach outlined in the Alaska PUC's Qrder, U-97-216, would permit local
exchange carriers that are ETCs to "repackage” the service of interexchange carriers in order
to provide end-to-end scrvice to & rural health care provider.’ As we understaad it, this
proposal would result in ETCs reselling interexchange service. We believe that such
approach generally comports with the Commission’s rules and policies. To the extent that an
ETC, other than a Bell operating company (BOC),* serves an cligible health care provider by
mcllmg the service of an interexchange carricr or any other non—ET C, universal service
support is available to the ETC reseller.

Universal service support for telecommunications carriers serving eligible rural

" henith care providers is distributed pursuant 1o section 54.611 of the Commission's rules,

generully as an offSct against the carrier's universal service support obligation.’” Under an
arrangement in which an ETC is reselling an interexchange carrier's sexvice, the support
would flow to the ETC in the form of a credit against the ETC's universal service obligation.
The Alaska PUC's order stawes that ETCs would be responsible for, among other things,
"distriburing the subsidies to the wclecommunications carriers providing service.™ No support,
bowever, can go directly to a carrier that is not an ETC. The intercxchange carnier would be
compensaicd when the ETC purchases its service. The ETC reselling the interexchange
service to an cligible health care provider would receive a credit against its contmibution
obligation. Unless the support amount due to the ETC exceeds its universal service
coatribution obligation, the ETC would not receive a monetury remmbursement and, thus,
would not reccive support in the form of money that could be passed along to another
carrier.”

The Alaska PUC has concluded thar rurel heaith care providers in Alaska will
benefit if local exchange carriers that resell interexchange carmiers’ services are permited to be
compensated by the mechanism set forth in section 254(h)(1)(A) of the Communications Act.
Although we agree thxt this approach is consister with the Commission's rules, we note that
section 271 of the 1996 Act prohibits BOCs from providing intrL ATA service until they
meet specific criteria.'® Thus, BOCs are curremtly prevented from reselling interexchange

> Ovrder Denying Requents for Devigration as Carriers Eligible ro Recerve Support for [nierexcharge
Servicas 10 Raal Health Core Providers: Adopting Proposal for the Provision of Sarvice (0 Rural Health Care
Providers: and Afftrming Oral Rulings Granting Petitiony for Irtervermon, U-97-216, Order No. 2 (rel.
Dacember 31, 1997) (Alasikn PUC order) af 16-18.

*  Sec below for en explanstion for this exception.

4

47 CFR. § 34611(a). A cxrmier may recaive & direct reimbursement if the total annual amount of
sapport owad 1o the carmier exceeds its tuiversal service contribution obligation. See 47 CF R § 54.611(b).

' Alsska PUC order at 17.
* Seed7CFR § 34611,

" 47 US.C. § 271
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carriers’ services. Because no BOC serves Alaska, bowever, this statutory prohibition does
not affect the implementation in Alaska of a resale arangement between a local exchange
carrier and an interexchange carrier.  Such an armrangement could also be nsed in other states
in which no ETC can provide supported services to a rural heaith care provider as long as the
resalc arrangement does not involve a BOC providing service that crosses 2 LATA boundary.

The resaic arrangement described in the Alaska PUC's Order is distinguishable
from a situation in which an ETC and a non-ETC serve separate portions of a
telecommunications circuit (for example, when the service crosses a LATA boundary). In
response to a Frequenuy Asked Question about how such an arrangement would be treated,
" 'the Common Carricr Bureau stated that the portion of the circuit that was served by an ETC
would be supported but the part of the circuit scrved by the non-ETC would not be eligible
for universal service support.!' In contras, under & resale arrangement, the local exchange
carrier would purchase the service from an interexchange carrier and the local exchange
carrier, as an ETC, would receive universal service support (generally as a credit, as explained
above) for providing end-to-end service to am eligibie hesith care provider. [f no resale
arangement exists, and both an ETC and a non-ETC serve portions of the
telecommunications circuit, support is available only for the portion served by the ETC.

" Additional Frequendy Asked (Questions @ gumber 8.
3
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STATE OF ALASKA

THE ALASKA PUBLIC UTILITIES COMMISSION

Before Commissioners;

In the Matter of the Request by GCI
COMMUNICATION CORP. d/b/a
GENERAL COMMUNICATION, INC., and
d/b/a GCI for Designation as a Carrier
Eligible To Receive Support for
Interexchange Services to Rural

Healith Care Providers

In the Matter of the Request by KING
SALMON COMMUNICATIONS, INC., for
Designation as a Carrier Eligible To
Receive Support for interexchange
Services to Rural Health Care Providers

In the Matter of the Request by
TELALASKA LONG DISTANCE, INC., for
Designation as a Carner Eligible To
Receive Support for Interexchange
Services to Rural Heaith Care Providers

In the Matter of the Request by MTA LONG

DISTANCE, INC., for Designation as a
Carmier Eligible To Receive Support for
Interexchange Services to Rural Heatth
Care Providers
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Sam Cotten, Chairman
Alyce A. Haniey
Dwight D. Omquist
Tim Cook - '

James M. Posey

U-97-173 (/

U-97-206

U-97-207

U-97-212

Attachment 4
-_

~—




t
-
OOONOOHE WN -

T G G
n b WN =

—
(8))

17

18

19

20

21

22

23

24

25

26

27

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 uU-97-216

N N et N N N N

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

I
PREAMBLE

1.1 This Stipulation is by and among Alascom, Inc. d/b/a AT&T Alascom
(“AT&T Alascom”), GCl Communication Corp. d/b/a General Communication, Inc. and
d/b/a GCl (“GCI"), Bristol Bay Telephone Cooperative, Inc. (“BBTC"), Interior
Telephone Company (“ITC"), Matanuska Telephone Association, Inc. (“MTA"),
Mukluk Telephone Company, Inc. (*“Mukiuk”), OTZ Telephone Cooperative, Inc.
(*OTZ", and United Utilities, Inc. ("UUl")‘, King Salmon Communications, Inc.,
TelAlaska Long Distance, Inc., MTA Long Distance, Inc., and OTZ
Telecommunications, Inc. Collectively, these parties to this Stipulation are all of the
parties of record in APUC Dockets U-97-173, U-97-206, U-97-207, U-97-212 and U-
g7-216.

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

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

' For ease of reference and where the context is appropriate, the subgroup of AT&T Alascom and GCl
are hereafter referred to collectively as “The IXCs"; and the subgroup of BBTC, ITC, MTA, Mukiuk, OTZ
and UUI are hereafter referred to collectively as “The Rural LECs". To avoid confusion, when local
exchange carriers who serve rural areas are referred to as a general class, the phrase “rural lccal
exchange carners” 1s used without any capnal letters. A Glossary of Acronyms and Short-Form
References is attached hereto as Appendix A

STIPULATION TO IMPLEMENT COMBINED ORDERS
U-97-173(2) / U-97-205(2) 1 U-97-207(2) / U-87-212(2) 1 U-37-216(2)
Page 2 of 10
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under the heading “Additional Consenting Parties” in the signature blocks at the end of

this Stipulation.

1.3

1.4

The purposes of this Stipulation are:

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) / U-97-206(2) / U-97-207(2) / U-97-212(2) / and U-97-
216(2);

to ensure that no rural local exchange carrier inadvertently
violates any federal statute or regulation, or any condition or
restriction imposed by the Rural Heaith 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.

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

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

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

B.

STIPULATION TO IMPLEMENT COMBINED ORDERS
U-97-173(2) 1 U-97-205(2) / U-57-207(2) / U-97-212(2) / U-97-216(2)
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RECITALS

2.1 By Combined Orders U-97-173(2) / U-87-206(2) / U-97-207(2) / U-97- |
212(2) / and U-97-216(2) issued on December 31, 1897, this Commission adopted a
proposal advanced by the Rural LECs for the provision of service to Rural Health Care
Providers. In pertinent part, these Combined Orders (hereafter refe;rred to collectively

as “the APUC 12-31-97 Order") state as follows:

With respect to the specific method for providing service to
RHCPs, the Commission recognizes 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
proposal submitted by the Rural LECs will serve as the general
outline for the provision of such service to RHCPs. That is, the
RHCPs will submit requests for service to the RHCC. The RHCC
will publish the requests for service through its internet website. All
interested telecommunications service providers will 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 of the RHCP. The RHCP will notify the Rural
LEC of the bid proposal 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.

APUC 12-31-97 Order at 16:11-17:10 (boldface emphasis added).

2.2 By letter dated May 6, 1998, APUC Chairman Cotten wrote to all five
Commissioners of the Federal Communications Commission (“FCC") forwarding a
copy of the APUC 12-31-97 Order and explicitly “seek[ing] affirmation [from the FCC]
that the Alaska structure for providing services to RHCPs is consistent with FCC policy
and will allow RHCPs to receive the benefits of federal support for the interexchange

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) / U-97-206(2) / U-97-207(2) / U-97-212(2) 1 U-97-216{2)
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to note that "expedited resolution of these issues is critical.” Id. at 5. A copy of the
May 6, 1998 Letter is attached hereto as Exhibit 1 and incorporated herein' by this
reference.

2.3 By letter dated September 23, 1998 FCC Chairman William E. Kennard
responded to the May 6, 1998 Letter. Chairman Kennard stated, in pertinent part, that
the APUC's “proposed approach” haa been reviewed by FCC Staff, who had "ad\'zised
that [the APUC's proposed approach] comports with current [Federal Communications]
Commission rules.” Attached to the September 23, 1998 Letter was a three page
memorandum, also dated September 23, 1998, executed by Ms. Kathryn C. Brown of
the Office of The Bureau Chief within the FCC's Common Carrier Bureau (hereafter
referred to as the “Brown/CCB Memorandum”). A copy of the September 23, 1998
Letter including the Brown/CCB Memorandum is attached hereto as Exhibit 2 and
incorporated herein by this reference.

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

The approach outlined in the Alaska PUCs Order, U-97-216
[sic], would permit local exchange carriers that are ETCs [Eligible
Telecommunications Carriers] to “repackage” the service of
interexchange carriers in order to provide end-to-end service to a
rural health care provider. As we understand it, this proposal
would result in ETCs reselling interexchange service. We
believe that such approach generally comports with the
Commission's rules and policies. To the extent that an ETC, other
than a Bell operating company (BOC), serves an eligible health
care provider by reselling the service of an interexchange
carrier or any other non-ETC, universal service support is
available to the ETC reseller.

Universal service support for telecommunications carriers
serving eligible rural health care providers is distributed pursuant to
section 54.611 of the Commission’s rules, generally as an offset
against the carrier’s universal service support obligation. Under an
arrangement in which an ETC is reselling an interexchange
carrier’s service, the support would flow to the ETC in the form

of a credit against the ETC’s universal service obligation. The
STIPULATION TO IMPLEMENT COMBINED ORDERS
U-87-173{2) / U-§7-205(2) / U-§7-207(2) / U-97-212(2} / U-97-216(2)
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Alaska PUC's order states that ETCs would be responsible for,
among other things, “distributing the subsidies to the
telecommunications carriers providing service”. No support,
however, can go directly to a carrier that is not an ETC. The
interexchange carrier would be compensated when the ETC
purchases its service. The ETC reselling the interexchange
service to an eligible health care provider would receive a
credit against its contribution obligation. . Unless the support
amount due to the ETC exceeds its universal service contribution
obligation, the ETC would not receive a monetary reimbursement
and, thus, would not receive support in the form of money that
could be passed along to another carrier.

The Alaska PUC has concluded that rural health care

providers in Alaska will benefit if local exchange carriers that

resell interexchange carriers’ services are permitted to be

compensated by the mechanism set forth in section

254(h)(1)(A) of the Communications Act. . .. [W]e agree that

this approach is consistent with the Commission's rules. . ..

Brown/CCB Memorandum at 2 (boldface emphasis added, footnotes omitted).

25 The Brown/CCB Memorandum's repeated characterization of the
APUC’'s 12-31-97 Order as authorizing rural local exchange ecarriers to “resell” IXC
service creates a dilemma and gives rise to this Stipulation. Under several APUC IXC
market structure orders which date back to APUC Order R-90-1(6), LECS are not
permitted to “resell” intrastate IXC services?. Rather, this Commission has required a
structural separation whereby only separately-organized and -operated IXC

subsidiaries of LECs, not the LECs themselves, have been authorized to “resell”

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

? See Order R-30-1(8). 10 APUC 407, 416 (APUC 1990).

} See, e.q. Order U-96-84(1), Ordering Paragraph 1 (certifying King Saltmon Communications, Inc. as
the IXC subsidiary of BBTC. subject to extensive structural separation restrictions).  Structural
separation restnctions 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.

STIPULATION TO IMPLEMENT COMBINED ORDERS
U-97-173(2) 1 U-97-206i2) / U-97-207(2) 1 U-57-212(2) / U-97-218(2)
Page 6 of 10
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Eligible Telecommunication Carriers (“ETC") and, as the Brown/CCB Memorandum
states, no universal service support can go directly to a carrier that is not an ETC.

NOW, THEREFORE, in order to accomplish the purposes identified in
Preamble Paragraph 1.2, and to resolve the dilemma described in Recital Paragraph
2.5, the parties Stipulate as follows:

1. ‘
STIPULATED UNDERTAKINGS AND AGREEMENTS

3.1 Solely for the purposes of implementing the flow of universal service
funding support for service to Alaskan RHCPs, any rural local exchange carrier may
“resell” any IXC’s services, including services of its separate IXC subsidiary, to an
RHCP. A rural local exchange carrier need not, and shall not, perform such resale
through a separate |IXC subsidiary. The IXCs will not contend that such reselling of
IXC service by a rural local exchange carrier to an RHCP violates any provision of
Alaska statute or regulation or any Order of the APUC.

3.2  All of the parties to this Stipulation agree that the concepts of “resale”
and “reselling” as described in Stipulation Paragraph 3.1 above can and should be
implemented m a manner that is consistent with the outline for the provision of service
to RHCPs set forth in the APUC's 12-31-97 Order. This includes the right of an RHCP
to select the proposal that best suits its needs from among competing proposals. The
parties recognize that the actual flow of subsidy funds will be in accordance with the
Brown/CCB Memorandum.

3.3  Nothing in this Stipulation shall be construed to contravene or conflict
with the rules, regulations and practices prescribed by the RHCC for making Universal

Service Fund support for service available to any RHCP in Alaska.

STIPULATION TO IMPLEMENT COMBINED ORDERS
U-97-173(2) / U-97-206(2) 1 U-97-207(2) / U-97-212(2) 1 U-97-216(2)
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3.4 Each and every party to this Stipulation commits its best good faith

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

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

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

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

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

3.5 This Stipulation may be executed in counterparts.

Each counterpart

shali be considered an original of this document.

/555

: -
Respectfully submitted this éﬂ\ day of -/ AL¢yan,  _188F.

THE I1XCs

Alascom, Inc.

By: //A 5/\

~Jd

= ¢
Date: /7/ ~2ﬁ’78/

General Communications, Inc.

) 2 p
By: & o S >,

Date: /2 -y S <

"
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THE RURAL LECs

Bristol Ba TWQ Cooperative, inc.
By:// «‘é“’“'/ { (jé//ék

Date: drc, 23 177

Interipr Telephone Company, Inc.

BY: iﬁ@%%é%;%ﬁ?5¢éﬁ§5ﬂ

/ Heagher H. Grahame
Date: /-5 ’77
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IXC AFFILIATES OF
THE RURAL LECs -

King Sal /o municatigns, Inc. Matanuska Telephone Association, Inc.
By: /? (7/? By:
Date:\ o’l@o vy (174 Date:

MTA Long Distance, Inc.

By:

Date:

OoTZ Telecommu\n'ations, Inc. United Utilities, inc %\/K
Wals's. Lt By: )%4

Date: /-5 - L Date: /4/5//7/(
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THE RURAL LECs

King Sa}g\on
By-‘ C"U*/ Iy \ A7,

municnﬁ ns, Inc.

,1/,,.-

Date:\ dee 43 11FS

TelAlaska Long Distance., nc.
By:

Date:

MTA Long Distance, Inc

BY-__@;"_!%B&_’

Date: Q?WM? d.1999

OTZ Telacommunicatior s, Inc.

By:

Date;

i
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Matanu iation, Inc.
By:
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Mukiuk Telephone Company, inc.

By:

Date:

OTZ Telephone Coaperative, Inc,
By:

Date:

United Utilities, tn¢.

By:
Date:
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