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File No. ------

JOINT PETITION FOR EXPEDITED WAIVER

GTE Southwest Incorporated ("GTE"), Valor Telecommunications of New Mexico, LLC

("Valor") and Mescalero Apache Telecom Inc. ("Mescalero"), a corporation organized under the

laws of the Mescalero Apache Tribe (collectively, the "Petitioners"), hereby request a waiver of

the definition of "Study Area" contained in Part 36 of the Commission's rules to effectuate the

sale ofthe local telephone exchange (the "Exchange") serving the Mescalero Apache Reservation

and the Ski Apache area (collectively, the "Reservation") from GTENalor to Mescalero. In

addition, Mescalero further seeks related waivers of Parts 36, 54, 61 and 69 of the Commission's

rules.



INTRODUCTION AND SUMMARY

In an Asset Purchase Agreement dated February 17, 2000, GTE agreed to sell and

Mescalero, a new local exchange carrier ("LEC") wholly-owned and operated by the Mescalero

Apache Tribe (the "Tribe"), agreed to purchase the Exchange. The Exchange consists of

approximately 950 customer access lines serving the Reservation. These lines currently are

served from GTE's Mescalero, Alto, and Ruidoso exchanges. Mescalero's service area will be

the Reservation which encompasses approximately 463,000 acres of land in the northeast portion

of Otero County in southern New Mexico. In addition, the service area will include the "Ski

Apache area," which adjoins the reservation on its northern border. I

Although Mescalero has a separate agreement with GTE, the Exchange also is included in

the transfer from GTE to Valor, filed with the Commission on March 9, 2000.2 GTE's

transaction with Valor will close prior to the GTE/Mescalero transaction. As a result, GTE's

entire study area in New Mexico will be transferred to Valor at that time and GTE will have no

further interest in this Petition. Subsequent to the GTENalor closing, the Exchange will be

transferred from Valor to Mescalero upon Mescalero receiving final state and federal approvals.3

Valor will provide transitional telecommunications services to the residents of the Mescalero

Apache Reservation during the period that Mescalero's applications are pending.

I The Exchange and service area is shown in Exhibit A attached hereto.

2 See GTE Southwest Incorporated, Section 63.71 Application to Discontinue Local Exchange
and Exchange Access Service in New Mexico, Section 63.71 Application, File No. W-P-D-457
(filed Mar. 9, 2000).

3 Because the GTENalor transaction involved GTE's entire New Mexico study area, no study
area waiver request was filed or necessary for that transaction.
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This Joint Petition for Expedited Waiver ("Petition") seeks W31vers of certain

Commission rules and policies to permit Mescalero to establish a new study area consistent with

its service area and operate as a rate-of-return regulated LEC, as well as to receive timely and

sufficient universal service fund ("USF") high-cost support to ensure Mescalero's ability to

provide high quality and affordable services to the Tribe and its members. Specifically, the

Petitioners seek a waiver of the study area freeze permitting Valor to delete the Exchange from

its New Mexico Study Area4 and Mescalero to establish a new cost-based study area for the

Reservation and the adjoining Ski Apache Area. In addition, Mescalero seeks a waiver of

Section 54.305, the Commission's per line cap on high-cost funds, pennitting Mescalero to

obtain high-cost funding based upon the average cost of its own access lines, rather than the

average costs of GTE or Valor.

Mescalero also seeks a waiver of Sections 36.611 and 36.612 of the Commission's rules

to allow it immediately to begin receiving USF high-cost funding based upon current costs,

rather than historical costs which will delay receipt of USF funding by up to two years and

seriously harm Mescalero's ability to serve the Tribe and its members.

Finally, Mescalero seeks waivers of Sections 61.41 and 69.3(e)(1l), as necessary, of the

Commission's Rules, pennitting Mescalero to be regulated as a rate of return carrier, rather than

a price cap carrier, when it begins providing interstate telecommunication service, and enabling

Mescalero to rely on the National Exchange Carrier Association, Inc. ("NECA") as its tariff and

universal service administrator.

4 As noted above, upon closing of the GTENalor transaction, Valor will acquire GTE's entire
study area in New Mexico.
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GTE, Valor and Mescalero request expedited treatment of this Petition. As detailed

below, a grant of the requests for waiver will serve the public interest. Moreover, this Petition is

fully supported by Commission precedent and policy.

STANDARD FOR WAIVER

Under Section 1.3 of the Commissions Rules, "any provision of the Commission's rules

may be waived by the Commission... or on petition if good cause therefore is shown.,,5 The

Commission has read this rule to permit waivers where "particular facts would make strict

compliance inconsistent with the public interest."6 As interpreted by the courts, this requires that

a petitioner demonstrate that "special circumstances warrant a deviation from the general rule

and that such a deviation will serve the public interest."7 As demonstrated below, the

circumstances of this case warrant a waiver of the requested rules.

Moreover, the Commission's responsibilities under the Federal Trust Doctrine further

support the grant of the requested waivers. As a result of the unique governrnent-to-government

relationship between the Tribes and the Federal Government, the United States, and its agencies,

have a fiduciary duty to protect the interests of the various tribes.8 This principle of Indian law

547 C.F.R. § 1.3.

6 Policies and Roles Concerning Operator Services Access and Pay Telephone Compensation, 7
FCC Rcd 4355, 4364 n. 118 (1992).

7 ALLTEL Corporation, 14 FCC Rcd 14191, 14201 (1999) ("ALLTEL Order") (quoting
Northeast Cellular Telephone Co. v. FCC, 897 F. 2d 1164 (D.C. Cir. 1990». See also, Wait
Radio v. FCC, 418 F. 2d 1153, 1158 (D.C. Cir 1969), cert. denied, 409 U.S. 1027 (1972).

8 See e.g., United States v. Creek Nation, 295 U.S. 103, 109-10 (1935) (Governmental power to
manage and control Indian property and affairs is not absolute, but is subject to limitation
inherent in a guardianship.

4



"must apply with equal force in the area of telecommunications."9 Recently, the Commission

explicitly recognized its trust responsibility and the rights of tribal governments to "set their own

communications priorities and goals for the welfare of their membership."ID Of particular

relevance to the issue of waiver of Commission rules, the Commission adopted the following

goal:

The Commission will endeavor to work with Indian Tribes on a
government-to-government basis consistent with the principles of
Tribal self-governance to ensure, through its regulations and policy
initiatives, and consistent with Section 1 of the Communications
Act of 1934, that Indian Tribes have adequate access to
telecommunications services. II

Thus, federal Indian law and corresponding FCC policy provides an additional basis

under which this Commission must consider, and grant, the requested waivers.

PUBLIC INTEREST STATEMENT

The requests for waiver in this Petition serve the public interest and are consistent with

the Commission's recent efforts "to secure for consumers living on tribal lands the same

opportunities to take advantage of telecommunications capabilities that other Americans have.,,12

The Commission recognizes that:

9 Federal-State Joint Board on Universal Service: Promoting Deployment and Subscribership in
Unserved and Underserved Areas, Including Tribal and Insular Areas, Further Notice of
Proposed Rulemaking, CC Docket 96-45, at § 38 (ReI. Sept. 3,2000) ("Tribal Lands FNPRM').

10 Statement of Policy on Establishing a Government-to-Government Relationship with Indian
Tribes, FCC 00-207, at 4 (reI. June 23,2000).

II/d.

12 Extending Wireless Telecommunications Services to Tribal Lands, Notice of Proposed
Rulemaking, FCC 99-205, ~ 1 (1999) ("Tribal Wireless NPRM').
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[t]he relatively low incomes of most Indians on tribal lands and the
rural (and, thus, generally high cost) environment of most tribal
lands have produced extremely low telephone penetration rates 
even compared to penetration levels for other Americans of similar
economic status living in rural areas. Because telephone service is
a necessity in our modem society, this lack of access to basic
telecommunications services puts the Indian communities at a
tremendous disadvantage. 13

This statement applies to the situation on the Reservation. The Commission has a public

interest, as well as a trust duty, to make an effort to support solutions to the problems

identified.

Current telecommunications services to the Reservation do not meet the needs ofthe

Tribe and its members, and do not reflect the kind of high-quality basic and advanced services

available to society at large. The facilities on the Reservation are antiquated and in poor

condition. Moreover, telecommunications services are available only in the higher density

subscribersegions of the Reservation. Many tribal members, therefore, currently have no access

to even basic telecommunications services.

Mescalero plans to upgrade significantly the facilities and services provided to customers

on the Reservation. Using state-of-the-art digital switching, microwave and fiber optic facilities,

Mescalero will provide affordable services that will rival services offered in any metropolitan

area. The Commission's grant of the requested waivers will allow Mescalero to provide such

vastly improved telecommunications services without requiring significant increases in basic

service rates. Moreover, grant of the waivers is consistent with Congress's and the

Commission's universal service goals. Mescalero will extend lines to unserved and underserved

13Id. at 12.

6



residents in remote areas on the Reservation, but will not impose line extension charges on its

customers.

Finally, as noted above, grant of the requested waivers will further the Commission's

policy of promoting telecommunications services on tribal lands. The Telecommunications Act

of 19961
\ directs the Commission to devise methods to ensure that "consumers in all regions of

the Nation, including low-income consumers and those in rural, insular and high cost areas have

access to telecommunications and information services at rates that are reasonably comparable to

rates charged for similar services in urban areas.,,15 Mescalero has proposed a solution to help

meet this requirement and, therefore, grant of the waivers necessary to implement that solution is

in the public interest.

I. THE COMMISSION SHOULD WAIVE ITS STUDY AREA FREEZE.

To effectuate the transfer of the Exchange to Mescalero, the Petitioners seek a waiver of

the Commission's "study area freeze.,,16 The Commission froze study area boundaries as of

November 15,1984.17 The Commission hoped to "ensure that LECs [would] not set up high cost

exchanges within their existing territories as separate study areas to maximize high cost

14 Pub. L. No. 104-104, 110 Stat. 56 ("1996 Act").

15 47 U.S.c. § 254 (b) (3).

16 As noted above, GTE joins in this request for waiver only to the extent that it currently holds
the subject Exchange. Upon closing of the Valor/GTE transaction, GTE no longer shall be a
petitioner in this proceeding.

17 47 C.F.R. § 36, Appendix - Glossary.
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support." I
8 The Commission did not intend, however, to discourage carriers from acquiring high

cost exchanges or expanding their current services to include high cost areas. 19 In fact, the

Common Carrier Bureau has held that changes in study areas that result from arms-length

purchases or sales of exchanges do not raise the concern that LECs will establish study area

boundaries in a manner solely to maximize high cost support received from the USF.20 The

Commission has, therefore, in circumstances such as the one presented by the Petition, granted

waivers of the study area freeze.

The Commission has established a three part test for study area waIvers. The

Commission will grant a request for a study area waiver if it determines that: (1) the change in

study area boundaries will not adversely affect the USF support program; (2) the state

18 US WEST Communications, Inc. and Eagle Telecommunications, Inc. Joint Petitionfor Waiver
of the Definition of "Study Area" Contained in Part 36, Appendix - Glossary of the
Commission's Rules and Eagle Telecommunications, Inc. Petition for Waiver ofSection 61.41(c)
of the Commission's Rules, Memorandum Opinion and Order, 10 FCC Rcd 1771, 1773 , 10
(1995) (citing MTS and WATS Market Structure, Amendment of Part 67 of the Rules and
Establishment of a Joint Board, CC Docket Nos. 78-72 and 80-286, 50 Fed. Reg. 939 (Jan. 8,
1985» (hereinafter, "US WEST/Eagle Order").

19 MTS and WATS Market Structure, Amendment of Part 67 of the Commission's Rules and
Establishment ofa Joint Board, CC Docket Nos. 78-72 and 80-286, 49 Fed. Reg. 48325, 48337 ,
65 (Dec. 12, 1984).

20 Contel ofthe West Petition for Waiver ofSection 36.125(/), Sections 36.154(4)(1) and (2), and
the Definition of "Study Area" contained in Part 36, Appendix - Glossary, ofthe Commission s
Rules, Oregon-Idaho Utilities, Inc. Petition for Waiver of the Definition of "Study Area"
contained in Part 36, Appendix - Glossary, of the Commission's Rules, Memorandum Opinion
and Order, 5 FCC Rcd 4570, 4571' 9 (1990).
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commission having regulatory authority does not object to the change in study area boundaries;

and (3) the public interest supports grant of the waiver.21

The Petition meets the Commission's requirements for a waiver of the study area freeze.

Therefore, the Commission should grant the study area waiver and issue an order allowing Valor

to remove the subject exchange from its New Mexico Study Area and allowing Mescalero to

establish a new cost-based study area for the Reservation.

A. The Mescalero Transaction Does Not Adversely Impact The USF.

The proposed transaction would not adversely impact the USF. The Exchange serves a

small population on the Reservation with a correspondingly limited increase in USF funding. As

a general matter, the Petitioners calculate that Mescalero would receive an average additional

$1,790,000 in high-cost funding over its first 3 years of operation above the approximately

$28,88422 GTE, and subsequently Valor, likely would receive to serve the subject service area

during the same period.23 Mescalero certifies that this change in universal service funding

represents far less than one percent of the total USF and, therefore, does not constitute a

significant impact on the USF or threaten unwarranted growth of the USF.24

21 See USWEST/Eagle Order, 10 FCC Red at 1772 ~ 5.

22 This estimated sum does not include any additional interstate access universal service funding
that may be available to Valor in the future as a price cap carrier.

23 As discussed below, in order to receive this additional high-cost funding, the Petitioners seek a
waiver ofSection 54.305 of the Commission's rules.

24 See ld at 1774. Exhibit B attached hereto contains financial and USF projections for Mescalero
in support ofthis request for waiver.
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B. The New Mexico State Corporation Commission Does Not Object To
Changing the Study Area Boundaries.

Mescalero has recently filed with the New Mexico Public Regulation Commission

(''NMPRC'') a volunta.rf5 application for a Certificate of Public Convenience and Necessity for

the proposed purchase of the Exchange.26 Mescalero attaches a copy of a letter from the NMPRC

indicating that NMPRC does not object to the proposed changes in study area boundaries.27

Mescalero will supply the Commission with a copy of the NMPRC's action on Mescalero's

pending application as soon as it is available.28

C. Grant Of This Petition For Waiver Of Study Area Will Serve The Public
Interest.

As discussed above, grant of the study area and related waivers will serve the public

interest by ensuring improved services to the Tribe and its members, as well as enabling

Mescalero to serve for the first time ever, Native Americans throughout the Reservation.

Moreover, the Commission's failure to grant this waiver request will harm the public. If the

25 Mescalero and the Tribe have determined that expeditious service to the Tribe and its members
will best be served by Mescalero voluntarily accepting regulation by the NMPRC. If, however,
the Tribe determines in the future to assert its regulatory authority over Mescalero, the company
will become subject to Tribal regulation. This action by Mescalero does not constitute a waiver
of tribal sovereign immunity.

26 Application ofMescalero Apache Telecom, Inc. for Certification ofFinancial and Technical
Competency, Operating Authority, and Public Convenience and Necessity and For Approval of
Initial Tariffs, Application, Case No. 3364 (filed May 15,2000).

27 See Letterfrom John B. Hiatt, ChiefofStaffofthe New Mexico Public Regulation Commission
to Irene Flannery, Chief, Accounting Policy Division, Federal Communications Commission,
dated June 13, 2000.

28 Because the NMPRC will not object to the study area waiver, the Petitioners request that the
Commission expedite consideration of this Petition pending receipt ofa final NMPRC's action.
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Exchange remains in Valor's New Mexico Study Area, future studies would reflect inaccurately

the interstate costs incurred by Mescalero in serving its rural customers. Without a change to the

study area boundaries, Mescalero's customers would be considered to be Valor subscribers for

study area purposes. As a result, Mescalero would be required to charge rates based on

inaccurate costs. This result is inconsistent with the Commission's principle of cost causation

which long has been a hallmark of its cost recovery policy. Without receipt of the requested

waivers, rural Native Americans will be denied the benefit of the Commission's universal service

policies.29

II. THE COMMISSION SHOULD WAIVE SECTION 54.305 OF ITS RULES TO
ENSURE ADEQUATE RECOVERY OF MESCALERO'S COSTS

In order to receive the necessary high-cost funding to ensure that Native Americans on

the Reservation have access to the same telecommunications services as other Americans, the

Mescalero seeks a waiver of Section 54.305 of the Commission's rules. This rule states that

carriers purchasing high cost exchanges receive the same level of support per line as the seller

received prior to the sale.3o The failure to grant a waiver of this rule will seriously jeopardize

Mescalero's ability to fulfill its goal of providing high-quality basic and advanced

telecommunications services to the Tribe and its people. In particular, Mescalero will be wholly

unable to extend service to the unserved areas within the Reservation if it cannot receive USF

29 The Commission recognized in the Tribal Lands FNPRM that study areas defined by tribal
boundaries might be necessary to ensure the appropriate targeting of high-cost funding. See
Tribal Lands FNPRM at' 64.

30 47 C.F.R. § 54.305.
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support based upon the average cost of all of its lines, a policy concern that outweighs any

concern over impact on the USF.31 The Commission must not allow its universal service rules to

stand as a barrier to the expansion and improvement of telecommunications services in Indian

Country.

III. THE COMMISSION SHOULD WAIVE SECTIONS 36.611 AND 36.612 OF ITS
RULES TO ENABLE MESCALERO IMMEDIATELY TO RECEIVE
UNIVERSAL SERVICE FUND PAYMENTS

Mescalero respectfully requests waiver of Sections 36.611 and 36.612 of the

Commission's Rules32 to enable Mescalero, as a new LEC serving formerly unserved and

underserved areas of the Reservation, to receive USF payments immediately upon

commencement of operations. Mescalero also requests that the Commission direct the Universal

Service Administrative Company ("USAC") to disburse these payments consistent with this

request. Granting such a waiver will permit Mescalero to provide, upgrade and extend

reasonably-priced local phone service to previously unserved and underserved portions of the

Reservation and is consistent with prior Commission decisions.33

Strict application of the Commission's rules would preclude Mescalero from receiving

USF payments contemporaneously with the expenditure of funds in the crucial start-up phase of

31 In the Tribal Lands FNPRM the Commission recognized that the existing caps on the USF
could serve as a barrier to extending service to unserved and underserved tribal areas. Tribal
Lands FNPRM at' 67.

32 47 C.F.R. § 1.3

33 Border to Border Communications, Inc., 10 FCC Rcd at 5056; South Park Telephone
Company, 13 FCC Rcd at 203 (1997).
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its operations. This anomaly would prevent full and timely recovery by Mescalero of its

investment and expenses devoted to initiating critical services to unserved and underserved

Native Americans.34 Absent additional universal service support, Mescalero may face difficulties

meeting Rural Utility Service ("RUS") TIER requirements as well as meeting its construction

and upgrade goals.35

In addition, failure to grant Mescalero's request would place undue upward pressure on

local rates. Absent waiver, Mescalero likely would have no choice but to impose substantial

local rate increases on the rural low-income Native Americans who reside on the Reservation in

order for Mescalero to recover costs associated with local service, or forego the proposed new

and expanded improved services to the Mescalero Apache community. Higher local rates clearly

would discourage subscription to local telephone service and jeopardize the future availability of

service, a result completely inconsistent with the Commission's goals.36

34 The data submission and filing requirements of Part 36 of the Commission's Rules operate to
postpone the eligibility of the newly-established LEC to receive USF support until its third year
of operation. See, e.g., Border to Border at 5055; South Park at 198. In comments on the Tribal
Lands FNPRM, the National Exchange Carrier Association (NECA) and the United States
Telecom Association (USTA) explained the adverse effect of the "two-year lag rule." NECA
and USTA correctly recognized that carriers seeking to provide telephone service to previously
unserved or underserved areas do not have proceeding year information Mescalero to submit to
NECA for USF support calculations that reflect the current costs incurred to expand universal
service. Right now, "[s]uch carriers are ... required to wait for up to two years following the
time that they incur costs in serving these areas before they can receive high cost support."
Comments ofNECA and USTA at 8.

35 RUS requires that its borrowers maintain a Times Interest Earned Ratio ("TIER") of 1.0. The
TIER is expressed as (Net Operating Income + Interest Expense)/Interest.

36 Moreover, local rate escalation is contrary to the fundamental goal ofthe USF program:

....Continued
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Grant of the requested waiver is consistent with the Commission's decisions in Border to

Border and South Park. Mescalero is in a similar situation as the carriers in those cases.

Mescalero is a new company that will serve a previously unserved territory that would remain

without service if Mescalero were unable to provide service.37 In such circumstances, the

Commission correctly noted that "the rules would have the unintended effect of discouraging

service in a high cost area.... [and] may frustrate the Commission goal of promoting affordable

service and thus may disserve the public interest."38 Such is the case here as well. Grant of

Mescalero's request for waiver would serve the public interest by ensuring that the funds

necessary to provide and improve services in Indian Country are made available in a timely

fashion.

Unlike the carriers in South Park and Border to Border, Mescalero also will serve areas

of the Reservation that already receive some minimal level of telecommunications service. The

logic and policy behind the South Park and Border to Border decisions apply, however, both in

instances where a new carrier serves only formerly unserved areas and where the carrier serves

both areas that have received service in the past and unserved areas. A contrary approach would

Continued...
The Commission established the USF program to promote the
nationwide availability of telephone service at reasonable rates.
Toward this end, USF support permits high-cost LEC's to reduce local
rates by recovering additional expenses from the interstate services they
provide.

Border to Border, 10 FCC Rcd at 5055.

37 See South Park, 13 FCC Rcd at 201.

38 Border to Border, 10 FCC Rcd at 5057.
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discourage compames from expanding servIces to unserved subscribers by depriving those

carriers of the high-cost support payments necessary to make service to unserved areas possible.

In the tribal context, the FCC would, in effect, be telling a tribal carrier that it may only serve

unserved areas within the reservation boundaries if it is willing to forego USF funding for two

years, an outcome certainly at odds with the FCC's goals with respect to tribal lands. Such a

barrier to entry cannot be supported under FCC policy.

Because Mescalero does not have historical data with which to compute USF, Mescalero

proposes to compute USF in the initial two years based on the estimated actual costs per access

line. Mescalero also proposes to true up on an annual basis with USAC to reconcile any

difference between estimated and actual costs incurred.

Waivers will permit immediate access to full USF funding to recoup Mescalero's

substantial investment during its initial years of operation. Granting this waiver request will

ensure administration of the USF in a manner consistent with the Commission's goal of assisting

local exchange carriers serving high-cost areas in maintaining affordable local service rates. 39

Granting the request will also further the Commission's efforts to promote deployment and

subscribership in unserved and underserved areas, including tribal areas.40 Therefore, Mescalero

urges the Commission to grant this request.

39 See generally, Amendment ofPart 67 of the Commission's Rules and Establishment ofa Joint
Board, CC Docket No. 80-286, 96 FCC 2d 781 (1984).

40 See Tribal Lands FNPRM. See also Tribal Wireless NPRM.
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IV. THE COMMISSION SHOULD WAIVE SECTION 69.3(e)(1l) OF ITS RULES TO
THE EXTENT NECESSARY FOR MESCALERO TO UTILIZE NECA AS ITS
TARIFF POOL ADMINISTRATOR.

Mescalero intends to utilize NECA as its interstate tariff administrator. Mescalero requests a

waiver of Section 69.3(e)(1) to the extent that its individual "common line tariff participation"

may be precluded until "the next annual access tariff filing effective date following the

consummation or Mescalero of the merger or acquisition transaction.'>41

A strict interpretation Section 69.3 (e) (11) would require Mescalero to separately file an

interstate tariff, and assume the cost and associated administrative burden. Such a result is

clearly not in the public interest. The Commission established NECA, in part, to ensure that the

excessive burdens associated with tariffing would not be imposed upon small LECs such as

Mescalero.42 Such a burden should not be imposed upon Mescalero merely because of this

proposed transaction. Rather, resources should be concentrated on providing high quality

telecommunications services to the affected rural reservation areas.43 Also, the financial impact

upon the NECA pool that Mescalero seeks to join is anticipated to be minimal.44

Accordingly, since this transaction will not close prior to the time required for Mescalero

to provide NECA with proper notice and in light of the administrative burden that would be

41 47 CFR § 69.3 (e) (11).

42 See 47 CFR § 69.603..

43 See generally, Small Company Order, 2 FCC Rcd at 3811; see also Small Company Optional
Incentive Order, 8 FCC Rcd at 4545.

44 The access lines to be acquired represent an increase of significantly less than one percent of
the total access lines within the NECA common line pool.
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placed upon Mescalero in the absence of this request, Mescalero respectfully requests a waiver of

Section 69.3(e)(II) to the extent necessary to become a NECA Issuing Carrier and to participate

in the NECA pools upon the date ofthe closing of this acquisition.

V. THE COMMISSION SHOULD PERMIT MESCALERO TO OPERATE UNDER
RATE OF RETURN REGULATION SUBSEQUENT TO ITS PURCHASE OF
THE EXCHANGE.

The provisions of Section 61.41 of the Commission's rules, commonly referred to as the

"all-or-nothing" rule, provide that when a non-price cap company acquires a price cap company,

or any part thereof, the acquiring company becomes subject to price cap regulation.45 GTE and

Valor are subject to price cap regulation. In the context of the all-or-nothing rule, the

Commission has recognized that "a ... waiver is justified if efficiencies created by the purchase

and sale of [the] exchanges outweigh the threat that the transfer is designed to ... thwart the

Commission's rules.'>46 Mescalero seeks a waiver of Section 61.41 because its application in this

case will not serve the purposes of the rule nor will it be in the public interest.

A. Grant of the Requested Waiver Will Not Permit Mescalero GTE, or Valor to
Engage in Cost-shifting or Gaming.

The Commission's underlying rationale in establishing the all-or-nothing rule is not

implicated in the current transaction, and waiver is, therefore, justified. This rule was designed

45 47 C.F.R. § 61.41(c) (2).

46 See e.g. Petitions for Waivers Filed by San Carlos Apache Telecommunications Utility, Inc.,
and US West Communications, Inc., 11 FCC Rcd 14591, 14598 (1996) ("San Carlos Order");
Kendall Telephone, Inc. and Wisconsin Bell, Inc., 13 FCC Rcd 17739, 17743 (1998) (citation
omitted) ("Kendall Order").
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to prevent anticompetitive behavior when a price cap and a rate of return company merge or one

such company acquires the other. The Commission has held that:

[a]bsent such a rule, a company might attempt to shift costs from its rate of
return affiliates allowing the rate of return affiliate to earn more (because
of its greater revenue requirement) while generating greater earnings for
the price cap affiliate (i. e., without triggering the sharing mechanism).
Also, if a LEC were allowed to go back and forth between rate of return
regulation and price cap regulation, it could game the system by building
up a large rate base under rate of return regulation, then opting for price
caps which rewards carriers for making efficiency gains.'>47

Where these concerns are not present, the Commission consistently has granted requests for

waiver of Section 61.41 (c), including instances where the acquiring entity was a tribally-owned

carrier.48

The cost-shifting concern is not raised by this transaction. Mescalero is not seeking to

maintain separate affiliates under different systems of regulation. Neither GTE, Valor nor

Mescaler~ is pursuing this transaction "as a means to circumvent the Commission's Rules,>49 As

to the "gaming the system" concern, Mescalero has only a single operation and, therefore, can

have no intent to convert any operation to price caps at this time. Moreover, it is unreasonable to

consider that Valor might try to game the system by moving the Exchange back and forth

47 ALLTEL Service Corporation, 8 FCC Rcd 7054, 7054 (1998) ("ALLTEL Service Order")
(citing Policy and Rules Concerning Rates for Dominant Carriers, 6 FCC Rcd 2637, 2706
(1991».

48 See, e.g., ALLTEL Order; ALLTEL Service Order; Columbine Telephone Company, 12 FCC
Rcd 3622 (1997); Alpine Communications, L.c. et. al., 12 FCC Rcd 2367 (1997); San Carlos
Order; US West Communications, Inc., 10 FCC Rcd 1771 (1995); Island Telephone Company, 7
FCC Rcd 6382 (1992); Chautauqua & Erie Telephone Corporation, 7 FCC Rcd 6081 (1992); US
West Communications and Gila River Telecommunications, Inc., 7 FCC Rcd 2161 (1992).

49 See Kendall Order at 17744.
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between price cap and rate of return regulation because Valor is selling the Exchange. Therefore

reacquisition of the Exchange would require a second study area waiver. Moreover, Valor

cannot transfer the Exchange without removing the rate-increasing effects of the Exchange from

the price-capped rates that have been based, in part, upon inclusion of the Exchange in its New

Mexico study area. In sum, this waiver request presents none of the concerns that led the

Commission to adopt the all-or-nothing rule.

B. Grant of the Waiver Will Serve the Public Interest

As explained above, the proposed transaction will serve the public interest. Therefore,

the Commission should grant the requested waiver to prevent unnecessary accounting burdens

being placed on Mescalero during its crucial startup phase.

CONCLUSION

In his statement announcmg the Commission's plan to modify the Commission's

LifeLine program, Chairman Kennard noted that

It is disgraceful that while we have a telephone system that is the
envy of the world, basic telecommunications services are not
widely enjoyed by our land's oldest people. Indians have among
the lowest phone penetration rate of any demographic group in this
country. 50

50 News Release, FCC Chairman and Commissioner Gloria Tristani Joined President Clinton in
Announcing A Plan To Provide Local Phone Service for $1 A Month in Indian Country (ReI.
Apr. 17, 2000).
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Mescalero is prepared to address the problems discussed by the Chairman for the

Mescalero Apache community. To allow Mescalero to do so, and to meet its trust

responsibilities to the Tribe, however, the Commission must grant the requested waivers.

Therefore, the Petitioners respectfully request that the Commission expeditiously review and

grant this Petition.

Respectfully submitted,

be~- &;;;z-
Greenberg Traurig, LLP
800 Connecticut Avenue, NW, Suite 500
Washington, DC 20006
Telephone: (202) 331-3100

Counsel for Mescalero Apache Telecom Inc.

David Cosson /'3' '"

Kraskin, Lesse & Cosson, LLP
2120 L Street, NW, Suite 520
Washington, DC 20037
Telephone: (202) 296-8890

Counsel for Valor Telecommunications
of New Mexico, LLC

June 30, 2000
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Mescalero Apache Telecom, Inc.

June 2000

MESCALERO APACHE EXCHANGE MAP







ExhibitB
Mescalero Apache Telecom, Inc.

June 2000

Forecasted Financial and Universal Service Fund Information

Attached hereto is forecasted financial infonnation and the associated calculation of loop
costs expense adjustment per Section 36.621 for Mescalero Apache Telecom, Inc
("Mescalero"). The computation is based on reasonable estimates of plant investment
and operating expenses for the first three years of operations. These forecasted
investments and expenses are based on the company business plan and the approved
Rural Utilities Services ("RUS") "A" Loan Design.

Exhibit B, Schedule 4 computes the high-cost funding based upon Mescalero's average
cost of its own access lines pursuant to Section 36.621 and Section 36.631 (c). These
rules prescribe the computation to apply for the study area total unseparated loop cost and
the expense adjustment.

The study area total unseparated loop costs represents the sum of:

(1) The return component for net unseparated Exchange Line C&WF subcategory
1.3 investment and Exchange Line CO Circuit Equipment Category 4.13
investment. Where the unseparated net investment equals the gross
investment in Exchange Line C&WF subcategory 1.3 and CO Category 4.13
pursuant to Section 36.611(a), net of attributable accumulated depreciation
and deferred federal income taxes pursuant to Section 36.611(b). The return
component is derived by taking the net unseparated investment multiplied by
the study area's authorized interstate rate of return or Il.25%;

(2) Depreciation expense attributable to C&WF subcategory 1.3 investment and
CO Category 4.13 investment pursuant to Section 36.611(c);

(3) Maintenance expense attributable to C&WF subcategory 1.3 investment and
CO Category 4.13 investment pursuant to Section 36.611(d), and;

(4) Corporate Operations Expenses, Operating Taxes and the benefits and rent
portions of operating expenses, pursuant to Section 36.611(e) attributable to
investment in C&WF Category 1.3 and COE Category 4.13, which is
computed by taking the total of these expenses multiplied by the ratio of the
unseparated gross exchange plant investment in C&WF Category 1.3 and
COE Category 4.13, pursuant to Section 36.611 (a), to the unseparated gross
telecommunications plant investment, pursuant to Section 36.611 (f).

The expense adjustment is equal to the sum of the following:

(1) Sixty-five percent of the study area average unseparated loop cost per working
loop as calculated pursuant to Section 36.622(b) in excess of 115 percent of
the national average but not greater than 150 percent, multiplied by the



Exhibit B
Mescalero Apache Telecom, Inc.

June 2000

number of working loops pursuant to Section 36.611(h) for the study area,
and;

(2) Seventy-five percent of the study area average unseparated loop cost per
working loop as calculated pursuant to Section 36.622(b) in excess of 150
percent of the national average for this cost, multiplied by the number of
working loops pursuant to Section 36.611(h) for the study area.

WASHICASEYJN54296/15w80 I! .DOC/6/29/00/40582.010100



Mescalero Apache Telecom.. Inc. 06/20/00

PROJECTED CASH FLOWS rds
3 Year Forecast Mescalero3YrForecast.xls
Years 2001-2003 Schedule 1

11f.J1/01 11f.J1/02 11f.J1/03

CASH FLOWS FROM OPERATIONS
NET INCOME (SCHEDULE]) $117,464 $133,509 $177.060
NON-CASH ITEMS IN NET INCOME

DEPRECIATION "AMORT. EXPENSE (SCHEDULE ]) 748,634 810,575 822,0'75
DEC I (INCR.) IN ACCOUNfS RECEIVABLE (SCHEDULE 2) (55'.011) (90,397) (UOO)
DEC I (INCR.) IN PREPAID EXPENSES (SCHEDULE 21 (18,789) (3,622) (698)

DECI (INCR.) IN INVENTORIES (Schedule 2) (10,000) (20,000) (SUI1)
INCR.I (DEC) IN ACCOUNfS PAYABLE (Schedule 2) 432,,411 101,891 19,768

INCR.I (DEC) IN ACCRUED EXPENSES (Schedule 2) ti,389 10,695 2,.075
INCR.I (DEC) IN DEFERRED TAXES (Schedule 2) 58,552 70,717 72,9'Z1

NET CASH PROVIDED BY/(USED IN) OPERATIONS 814,650 1,013,368 1,034,396

CASH FLOWS FROM INVESTING ACI1VITIES
PLANT <ADDmONS> I SALE OF PLANT (4.957,908) (919,824) (190,000)

INCR.I (DEC) IN SUBSCRIBER DEPOSITS 0 0 0

DEC I <INCR.> IN OTHER INVESTMENTS 0 0 0

NET CASH PROVIDED BYI (USED IN) INVESTING (4.957,908) (919,824) (190,000)

CASH FLOWS FROM FINANCING ACITVITIES
PROCEEDS FROMI (REDUCTION TO) WNG TERM DEBT 4,596.020 1,128,474 (497,558)

DIVIDENDS PAID 0 0 0

CAPITAL STOCK SOLDI (RETIRED) 0 0 0

NET CASH PROVIDED BYI (USED IN) FINANCING 4,596.020 1,128,474 (497,558)

NET INCR.I (DEC) IN CASH ti2,.761 1,222.018 346,838

CASH .. CASH EQUIVALENTS - BEGINNING (185,614) 267,148 t.489,166

CASH .. CASH EQUIVALENTS· ENDING $267,148 $1,489,166 $1,836)104

BEACON TELECOMMUNICATIONS ADVISORS, LLC
Confidential andl'n>priduy



Mescalero Apache Telecom, Inc. 06/20/00

PROFORMA BALANCE SHEETS rds

.1 Year Forecast Mescaler03YrForecastxls

Years 2001-2003 Schedule 2

11/3J,m l7,I'.nftJ2 11/31103

ASSETS

CURRENT ASSETS:
CASH .. EQUIVALENTS $267,1. $U89,l66 $1,836,l1lM

ACCOUNTS RECEIVABLE· TRADE 628,513 718,909 723,3lJ9

MATERIAL" SUPPUES 1iIJ,(J(J(J 8IJ,{/(J(/ tJ4.411

PREPAID EXPENSES 23,613 17,236 17,933

TOTAL CURRENT ASSETS 'TT'J,173 2,J15,310 2,,721,657

INVESTMENT IN RTB STOCK fI fI 0

OTHER INVESTMENTS fI fI 0

PROPERlY, PLANT &: EQUIPMENT:
PlANT IN SERVICE (SCHEDULE 11) 10,499,593 11,419,417 11,609,417

PlANT UNDER CONSTRUcnON 0 0 fI

10,499,593 11,419.417 11,609,417

LESS ACCUM. DEPR. ISCHEDULEUj 867,199 1,677,774 2.499.M'J

NET PROPERTY, PlANT .. EQUIP. 9,632,,394 9,741,643 9,109,568

TOTAL ASSETS $10,611,667 $l2,0S6,953 $11,8.n,225

LIABILfIlES &: EQUITY

CURRENT LIABILfIlES
ACCOUNTS PAYABLE $556,877 $65ll,7li9 $6'18,537

ACCRUED EXPENSES 58,454 69,149 71,224

TOTAL CURRENT UABILITIES 615,331 717,918 749,761

DEFERRED TAXES 63,260 133,977 2106,9lM

UNAMORTIZED INV. CREDIT II 0 0

LONG TERM DEBT 9,539,570 10,668,lN4 10,17U,486

STOCKHOLDER'S EQUITY
COMMON STOCK fI II II

RETAINED EARNINGS 393,506 517.ms '1lI4,075

TOTAL STOCKHOLDER'S EQUITY 393,506 517.ms 704,075

TOTAL LIABILfIlES &: EQUITY $10,611,668 $12,0S6,95C $11,8.n,226

Percentage Equity 0.037082 0.043710 0.059510

BEACON TELECOMMUNICATIONS ADVISORS, LLC
Confidenlial ....d Proprietary



Mescalero Apache Telecom,. Inc. 06/20/00

FORECAST STATEMENT OF OPERATIONS rd.

AND RETAINED EARNINGS Mescalero3YrForecast.xls

3 Year Forecast Schedule 3

YellI'll2OO1-2003
11/31,1l1 ~2 ~

REVENUES
LOCAL SERVICE 257,192 269,928 286,1ll6

UNIVERSAL SERVICE FUND - LOOP 1,5l7.3ll1 1,679,373 1,679,'¥T6

UNIVERSAL SERVICE FUND - SwitdJ 107,592 105,748 102,5J6

END USER NElWORK ACCESS S9,1l8O 62.JI8O 66.690

INTERSTATE ACCESS 144,l102 150,870 157,510

INTRASTATE INTRAIATA ACCESS L1J,749 141,Ol17 148,707

NECA SETI1.EMENTS 1.00,479 1,327,763 1,319,797

STATE ffiGH OlST FUND 0 0 0

UNOlLlECfIIILES (2"Ao) ~H) (5,.1!J9) (5,721)

DIRECTORY REVENUE 45,600 47,900 5O.aoo
INTERSTATE B6:.C REVENUE 1.U97 12,812 13,457

INTRASTATE B6:.C REVENUE 38.o:n 39,948 ~2

INSTALlATION REVENUE 15,456 16,224 11,472

OTIIER OPERATING INOlME (J (J (J

TOTAL REVENUES 3,365,138 3)149,l33 3,872,692

EXPENSES
PlANT SPECIFIC 1,402.682 1,655,356 1,.705,Dl7

PlANT NON-SPECIFIC

DEPRECIATION 6; AMORTIZATION (SCHEDULEU) 748,634 810,575 822,,075

CUSTOMER OPERATIONS 75,694 llf,.103 86,627

OlRPORATE OPERATIONS 307.o:n 375,'JSl 386,514

OPERATING TAXES (Prop, NMPRC Fee) 3,669 1,705 1,774

TOTAL OPERATING EXPENSES 2,537,710 2.9'1fJ,997 3,llO2,OO6

NET OPERATING INCOME SlI27,f2l1 $922.137 $870,686

INCOME TAXES
FEDERAL INOlME TAX 1,960 (1,939) 18,286

FEDERAL INOlME TAX - DEFERRED S8,552 70,717 72.927
STATE INOlME TAX 0 0 0

TOTAL INCOME TAX EXPENSE 60,512 68,777 91,213

NON-OPERATING
INTEREST EXPENSE (647,178) (149,718) (119,197)

INTEREST INOlME (1,425) 10,686 ri'J,567

OTHER NON-DPERATING (NE1) 5,1SfJ 5,.1IJ5 5,~

TOTAL NON-oPERATING INCOME (649,453) (733,727) (654.t67)

NON-REGULATED INCOME (NET) 0 13,877 51,754

NET INCOME $117,464 $133,509 $177,AJ60

Cumulative Net Income -6,494 127,015 304,075

BEGINNING RETAINED EARNINGS $276,lM2 $393,Sll6 SS27,DlS

DIVIDENDS PAID (J (J (J

ENDING RETAINED EARNINGS S393,Sll6 SS27,DlS $7lM,075

BEAOlN TELECOMMUNICATIONS ADVISORS, LLC
Confielential mel Proprietary



Mescalero Apache Telecom,. Inc. 06/20/00

CALCULATION OF USF rd.
3 Year Forecut Mescaler03YrForecast.xls

Yean 2001-2003 Schedule 4

11/31/01 11/31,,102 11/31ftJ3

C&WF MAINTENANCE ALLOCATED TO CAT. 1 711,014 859,400 848,657
COE MAINTENANCE ALLOCATED TO CAT. 4.13 174.022 174,891 180,381
C&WF DEPRECIATION ALLOCATED TO CAT. 1 262,,326 283,206 '1:17,879
COE DEPRECIATION ALLOCATED TO CAT. 4.13 105,499 105,499 105,499
NETWORK SUPPORT 0 0 0
GENERAL SUPPORT 161,214 192,616 192,.179
CORPORATE OPERATIONS 182,.559 220,250 220,008
OPERATING INCOME TAXES 38,321 35,847 30,507
OTHER OPERATING TAXES 2,.2M 1,00 l,05O
BENEFITS & RENTS 30,948 30,268 29,319
TOTAL ALLOCATED EXPENSES 1,668,198 1,903,819 1,885,479

C&WF CAT. 1 INVESTMENT (NET) 4,996,640 5,144,753 4,808,363
COE CAT. 4.13 INVESTMENT (NET) 1,200,625 1,103,372 l,003,903

TOTAL INVESTMENT 6,197,264 6,248,125 5,812,266
RATE OF RETURN 11.25% 11.25% 11.25%
RETURN ON INVESTMENT 697,192 702,.914 653,880

TOTAL UNSEPARATED USF COSTS 2,365,390 2,605,933 2,539,359

Adjustment for Partial Year
TOTAL LOOPS 1,158 1,217 l,29O

STUDY AREA COST PER LOOP $2,042.65 $2,141.28 $1,968.50

NATIONAL AVG. COST PER LOOP 251.84 251.84 254.36

GROSS USF SUPPORT 1,512,.304 1,679,376 1,610,029
REDUCfION FOR AVERAGE SCHEDULE STATUS 100.00% l00.llO"/. l00.llO"/.

100.00% 100.00% 100.000/.

TOTAL USF SUPPORT 1,512,.304 l,679,376 l,610,o29

CAT. 1 % OF TOTALC&WF
CAT. 4.13 % OF TOTAL COE
GROSS C&WF ALLOCATOR
GROSS COE CKT. ALLOCATOR

BEACON TELECOMMUNICATIONS ADVISORS, LLC
Gmfldenli&land Proprietary

0.918322
0.517650
0.499686
0.125598

0.905097
0.490690
00496005
0.115481

0.867286
0.490690
0.478711
0.113591



Mescalero Apache Teleco~ Inc. 06/20/00

REVENUE REQUIREMENT SUMMARIES rd.
3 Year Forecast Mescaler03YrForecast.x1.

Years 2001-2003 Schedule 5

12/31101 12/31ft)2 17/31ftI3

INTERSTATE
RATE BASE 2,,963,208 3,715.758 3,556,831

RATE OF RETURN 11.25% 11.25% 11.25%

333,361 C18,ll23 400,1<13

STATE INCOME TAX 0 0 0
FEDERAL INCOME TAX 40,1106 64.310 63,818
OPERATING EXPENSES 982,,387 1,164,!127 1,18U'12

REVENUE REQUIREMENT 1,3SS,'154 1,647,2liO 1,M/i,533

INTRASTATE
RATE BASE 1,781,802 2,,476,248 2,,441,363

RATE OF RETURN 8.00% 8.00% 8.00%
142,,544 198,100 195,3l1!1

STATE INCOME TAX 0 0 0

FEDERAL INCOME TAX (5,776) 1,399 2,,930

OPERATING EXPENSES 621,971 759,268 783,328

REVENUE REQUIREMENT 758,739 9S11,766 981,S66

AchinIOverj<Ullder> Rev. Req. (586,959) (777,731) (790,897)

LOCAL
RATE BASE 2,.7SC,815 3,3l1!1,7l7 3,261,377

RATE OF RETURN 8.011"'" 8.00% 8.00%
22ll,.18S 'lf1f.777 :liliO,910

STATE INCOME TAX 0 0 0

FEDERAL INCOME TAX (8.930) 1,870 3,913

OPERATING EXPENSES 933,352 1)ll12,.1102 1,036,106

REVENUE REQUIREMENT 1,14.4,8Ol1 1,2169,449 1,3OlI,930

Ac/unIOverj<Ullder> Raj. Req. 624,687 679,852 664,552

BEACON TELECOMMUNICATIONS ADVISORS, LLC
CoDfUI....liaI and Proprietuy



Mescalero Apache Telecom,. Inc. 06/20/00

MINI - SEPARATIONS STUDY RATEBASE rd.

3 Year Forecast Mescaler03YrForecast.x1.

Years 2001-2003 Schedule 6

12/31101 12/31/02 11IJJ..1)3

TOTAL roMPANY RATE BASE

INTEREXCHANGE CWF 178,669 7fAJ,fi1111 719_

LOCAL EXCHANGE CWF 3,'Zl'l/lAT1 4.'159;177 4.777,TlS

CENTRAL OFFICE SWITCHING 1,02D;170 1)10'1;J.54 -,501

INTEREXCHANGE CKT. EQUIP. 47,&19 156,619 1S1;J.13

LOCAL EXCHANGE CKT. EQUIP. 882,728 7M,68O 772,994

lOT EQUIPMENT (NlIT) 0 0 0

GENERAL SUPPORT ASSETS (NlIT) 1,337,737 1,364,915 1,317'-

INTANGIBLES (NlIT) 626,229 520,387 41~

PLANT UNDER CONSTRUCIlON 0 0 0

01HEIl PROPERTY (J (J (J

MATERIAL" SUPPUES 55.000 7O,OlIlI 107,21llli

CASH WORKING CAPITAL 7~ 88;1841 90,830

TOTAL RATE BASE 7,499,824 9,501,723 9,259,5'10

INTEIlSTATE RATE BASE

INTEREXCHANGE CWF (ASSUME AlLCAT. 31 109,960 tsS,798 M2,881

LOCAL EXCHANGE CWF 890,%13 1,292,535 1,297,sTJ

CENTRAL OFFICE SWITCHING (NlIT) 867;145 1I56,OlI1 77'1.,226

INTEREXCHANGE CKT. EQUIP. (ASSUME CAT. U3) 29;196 96,3lI9 93,11l11

LOCAL EXCHANGE CKT. EQUIP. 239,738 215,8» 209,936

lOT EQUIPMENT (NlIT) 0 0 0

GENERAL SUPPORT ASSETS (NlIT) 528,347 533,766 505,907

INTANGIBLES (NlIT) 247,425 2113,50.1 159,737

PLANT UNDER CONSTRUCIlON 0 0 0

01HEIl PROPERTY 0 0 0

MATERIAL" SUPPUES 21,731 7:1,374 41,180

CASHWORKING CAPITAL 29,453 u.as 34.890
TOTAL RATE BASE 2,963,2Ol1 3,715,758 3,556,831

INTRASTATE RATE BASE

INTEREXCHANGE CWF (ASSUME AlL CAT. 3) 68,709 2M)IO!J 276,738

LOCAL EXCHANGE CWF Ml,5IN 1,369,910 1,375,249

CENTRAL OFFICE SWITCHING (NlIT) 0 0 0

INTEREXCHANGE CKT. EQUIP. (ASSUME CAT. U3) 18,H3 60,2.10 58,112

LOCAL EXCHANGE CKT. EQUIP. 254,AI9O ZZl,746 222,.!ilI3

lOT EQUIPMENT (NlIT) 0 0 0

GENERAL SUPPORT ASSETS (NlIT) 317,700 355,711 347'-
INTANGIBLES (NlIT) 1411,779 135,618 109,298

PLANT UNDER roNSTRUCIlON 0 0 0

01HEIl PROPERTY 0 0 0

MATERIAL" SUPPLIES 13,ll67 18,243 28,2fi6

CASH WORKING CAPITAL 17,710 22,982 23,MlI

TOTAL RATE BASE 1,781,l102 2,476.- 2,40,363

LOCAL RATE BASE

HEAroN TELECOMMUNICATIONS ADVISORS, LLC
Confi4ential ad Proprietuy



Mescalero Apache Telecom.. Inc. 06/20/00

MINI - SEPARATIONS STUDY EXPENSES rds

3 Year Forecast Mescalero3YrForecaslxls

Years 2001-2003 Schedule 7

11/31J01 11/31ftJ2 11/31ftJ3

TOTAL COMPANY EXPENSES
SWITCHING EXPENSE 1SS.7IN lM,901 1519,951
TRANSMISSION EXPENSE 197,l101 228,lM2 224183
CA,WP EXPENSE 791,705 !Ni6,964I 99S,m

OrnER PlANf SPECIFIC EXPENSE 258,2'l1 315,t47 3:H,910

NElWORK A, OrnER 0 0 0

DEPRECIATION A,AMOKTIZATION 748,634 810,575 822,,0'15

CUSTOMER OPERATIONS 75,694 ~03 86,627

CORPORATE OPERATIONS 307,o.n 375;B1 386,514

OrnER OPERATING TAXES 3,669 1,705 l,774

TOTAL OPERATING EXPENSES 2,,5J'1,710 'l.'J'lf>~ 3,l102,l1O6

INTERSTATE EXPENSES
SWITCHING EXPENSE 90,698 86,Ml 93,8G

TRANSMISSION EXPENSE n4,.75C :L16,O.16 U1,S2S

C&,WF EXPENSE 229,1189 307,389 :n5,32C

OrnER PlANf SPECIFIC EXPENSE 1lI'l"OM 123,3S9 Uf,806

NIITWORK A, OrnER 0 0 0

DEPRECIATION A,AMOKTIZATION '1!I6;J47 329,662 3:n,162

CUSTOMER OPERATIONS 'l!llH1 33,274 3U'12
CORPORATE OPERATIONS 117,658 148,100 uo.-
OrnER OPERATING TAXES 1'-' 667 681

TOTAL OPERATING EXPENSES 982,.187 1,164,92'1 1,1f12.S12

INTRASTATE EXPENSES
SWITCHING EXPENSE 21,741 21,381 Zf,.C92

TRANSMISSION EXPENSE 21,508 33,648 34,.DI

CA,WP EXPENSE 231,M7 2.90,930 Z9!1,2!16

OrnER PlANf SPECIFIC EXPENSE 61,360 82,,2lJ9 85,665

NElWORK A, OrnER 0 0 0

DEPRECIATION A,AMOKTIZATION lTT,354 2lM,HC 2lJlI,587

CUSTOMER OPERATIONS Z4,.9'19 21,754 28,SlI7

CORPORATE OPERATIONS 76.:n0 98,35'1 1OJ.90S

OrnER OPERATING TAXES 872 Me 468

TOTAL OPERATING EXPENSES 621,971 759,2lil1 '1lI3,328

LOCAL EXPENSES 933,.152 1,l1l12,l102 t)DIi,106

BEACON TELECOMMtJNlCATIONSADVlSOKS, U.C
ConfidentW ad PmprieW:y



Mescalero Apache Telecom, Inc. 06120100
EXPENSE DETAIL rds

3 Year Forecast Mescalero3YrForecasl.xls
Years 2001-2003 ScheduleS

12131/2001 12131/2002 12131/2003

General Support Expense
Total Direct Labor Costs 2,231 2,250 2,318

Materials & Overhead Expenses
Motor Vehicle Expense 101,801 124,337 128,067
Land & Building Expense 103,550 126,474 130,268
Work Equipment Expense 38,066 46,493 47,888
Office Equipment Expense 11,104 11,312 11,651
General Purpose Computer Expense 1,519 4,581 4,718
Clearing 0 0 0

Total Material & Overhead 256.040 313,197 322,592

258,271 315,447 324,910Total General Support Expense

Central Office Expense
Total Direct Labor Costs 82,638 82,638 85,117

Materials & Overhead Expenses
Central Office Switching 119,223 115,284 118,742
Central Office Circuit 150,845 175,025 180,275

Total Material & Overhead 270,067 290.308 299,018

Total COE Expense
Total Switch Expense 155,704 144,904 159,951
Total Circuit Expense 197.001 228,042 224,183
CO Labor Capitalized 0 0 0

352,705 372,946 384.134

Information OriginationlTermination Expense
Total Direct Labor Costs 0 0 0

Materials & Overhead Expenses
lOT Expense 0 0 0
Payphone & Terminal Expense 0 0 0

Total Material & Overhead 0 0 0

Total lOT Expense 0 0 0

BEACON TEl.ECOMMUNICATIONS ADVISORS, LLC
CoDfidealW ODd Propriduy



Mescalero Apache Telecom, Inc. 06120/00
EXPENSE DETAIL rds
3 Year Forecast Mescalero3YrForecast.xls
Years 2001-2003 Schedule9

12131/2001 12131/2002 12131/2003

Cable & Wire Facility Expense
Total Direct Labor Costs 87,261 87,261 89,879

Materials &Overhead Expenses
Poles Expense 0 0 0
Aerial Cable Expense 26,846 8,197 8,443
Buried Cable Expense 675,450 870,850 896,975
Aerial Wire Expense 0 0 0
Conduit Expense 2,148 656 675

Total Material &Overhead 704,444 879,703 906,094

Total Cable & Wire Facility Expense
Seasonality Factor 100% 100% 100%

C&WF Labor Capitalized 0 0 0
Total C&WF Expense 791,705 966,964 995,973
Total Non-Reg. Expense 0 0 0

TOTAL PLANT SPECIFIC 1,402,682 1,655,356 1,705,017

Network Operations Expense
Total Direct Labor Costs 0 0 0

Materials &Overhead Expenses
Power Expense 0 0 0
Network Administration 0 0 0
Testing 0 0 0

Total Material &Overhead 0 0 0

Total Network Operations Expense 0 0 0

HEAroN TELIiCOMMUNlCATIONS ADVISORS, LLC
CoafidenIW uulPmprietaIy



Mescalero Apache Telecom, Inc. 06120100
EXPENSE DETAIL rds
3 Year Forecast Mescalero3YrForecast.xls
Years 2001-2003 Schedule10

12131/2001 12131/2002 12131/2003

Customer Operations Expense
Total Direct Labor Costs 10,000 10,000 10,300

Materials & Overhead Expenses
Billing & Collection 65,694 74,103 76,327
Advertising 0 0 0
Operator Services 0 0 0
Carrier Access Billings 0 0 0
Directory Expense 0 0 0

Total Material & Overhead 65,694 74,103 76,327

Total Customer Operations Expense 75,694 84,103 86,627

Corporate Operations Expense
Total Direct Labor Costs 75,344 75,344 77,604

Materials & Overhead Expenses
Management Expense 0 0 0
Travel & Related Costs 0 0 0
Accounting & Finance 0 0 0
Legal 0 0 0
OtherG &A 231,688 299,913 308,910
Special Charges 0 0 0

Total Material & Overhead 231,688 299,913 308,910

Total Corporate Operations Expense 307,031 375,257 386,514

Taxes
Operating Taxes 3,000 1,000 1,030
New Mexico PRC Carrier & Utility Fee 669 705 744
Total Taxes 3,669 1,705 1.774
Total Company Wages, Benefits & Payroll T 257,474 257,493 265,217

BEACDN TELECOMMUNICATIONS ADVISORS, llC
CoafidenWollllld l'roprimry



Mescalero Apache Telecom. Inc. 06/20/00
PROJECTED TELEPHONE PLANT IN SERVICE, rd.
3 Year Forecast Mescaler03YrForecast.xLs

Years 2001-2003 Schedule 11

12/31101 11J31J02 J..7I.JW3

TELEPHONE PLANT IN SERVICE

GENEIlAL SVl'I'QIlT ASSETS

1111 LAND $0 SO SO
Z112 MOTOil VEHICLES 160.000 160.000 1!ll1.ooo

Zll3 AIRCIlAFT 0 0 0

1111 SPECIAL PUIlPOSE VEHICLES !llI,IIOO 250.000 250.000

1115 GAllAGE WOIlK EQUIPMENT 3,IlOO 3,IlOO 3,IJOO
1116 OTHER WOJUC EQUIPMENT 61,IlOO =.000 =.000

1111 BUILDINGS 1.1~ ~ 1.106,!l54I

1122 FUIlNlTUIlE 63,IlOO 65.000 65.000

1123 omCE EQUIPMENT 249lII 2II,!IlO 32,.910

2121 GENL PUIlPOSE COMl'UTEllS Z4,6'l 2'1,C53 3O,C53
TOTAL GENEIlAL SUPPOIlT ASSETS 1,53.\317 1.7li8,317 1)108,317

CENTllAL OmCE EQUIPMENT

2212 DIGITAL SWITCHING 1.175,922 1,175,922 1.175,922

2215 STEP-BY-sTEP SWITCHING 0 0 0

2231 MlCIlOWAVE FAaLlTIES 33f,,736 33f,,736 33f,,736

2232 C1IlCUIT EQUIPMENT l,D.16,87Ii 1,176,MS 1.176,MS

TOTAL CENTIlAL OmCE EQUIPMENT 7,.!IC7,53C :l,687,l1O.'l 2,IiIf1.-

INFOIlMATlON OIllGIfEIlM, EQUIP.

2311 STATION APPAllATUS 0 0 0

:zm CUSTOMER PIlEMISEW1IlING 0 0 0

23C1 LAIlGE P.BX. 0 0 0

Z3S1 PUBUC TELEPHONE EQUIP. 0 0 0

2362 OTHER TEIlMINAL EQUIP. 0 0 0

TOTAL INFO Olllc:¥fEllM EQUIP. 0 0 0

CABLE'" W1IlE FAaLlTIES

2111 POLES 0 0 0

2111 AEIlIAL CABLE 7ll7;sT1 7ll7;sT1 7ll7;sT1

2122 UNDERGIlOVND CABLE 1t,Wi 11,B1 11,BI

2123 BUllIED CABLE 5,J91,2'76 5.-,ut 6,1186,131

2121 SUBMAIUNE CABLE 0 0 0

2I3l AEIlIAL W1IlIi 0 0 0

ZM1 CONDUIT SYSTEMS ~ 22,9!llI 22,9!llI

TOTAL CABLE '" W1IlIi FAaLlTIES 5,7t3,L12 6;J!f1/187 6,II11:Je7

2li!lO INTANGIBLES '105,610 7lI5,610 '105,610

TOTAL ACCOUNT 2lI01 510,.199,593 511,11',117 511,609,117

BEACON TELECOMMVNtCATlONS ADVISOIlS. LtcCoafideDtW _ I'roprietuy
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Mescalero Apache Telecom, Inc. 06/20/00

LONG TERM DEBT SEllVICE rds
3 Year ForecaIIt Mescaler03YrForecasl.xls
Years 2001-2003 Schedule 15

11/J1,ID2 12/J1/03

LONG TERM DEBT PAYABLE
RUSLOAN 4,.714..929 U7UTl U22,822
LOAN-2OO1 UZf,.641 t,,649,281 US9,893
LOAN 2002 0 t..S43,885 t.487.TlO
NOT USED 0 0 0
NOT USED 0 0 0
NOT USED 0 0 0
NOT USED 0 0 0
NOT USED 0 0 0

NOT USED 0 0 0
NOT USED 0 0 0

TOTAL 9,539,570 10,668,oM 10,170,486

INTEREST EXPENSE
RUSLOAN 247,178 235,7(6 22.1,744

LOAN-2OO1 400,000 385,971 371,!N3

LOAN 2002 0 118,000 123,511

NOT USED 0 0 0

NOT USED 0 0 0

NOT USED 0 0 0

NOT USED 0 0 0

NOT USED 0 0 0

NOT USED 0 0 0

NOT USED 0 0 0
TOTAL 647,178 749,718 719,197

DEBT PAYMENI!IDRAWS)
RUSLOAN 475,799 475,799 475,799

LOAN-2OO1 575,3S9 575,3S9 575,3S9
LOAN 2002 0 IM.115 IM.I15
NOT USED 0 0 0

NOT USED 0 0 0

NOT USED 0 0 0

NOT USED 0 0 0

NOT USED 0 0 0

NOT USED 0 0 0

NOT USED 0 0 0

TOTAL l)lS1,158 1,:l35,273 1,:l35,273

BEACON TELECOMMUNICATIONS ADVISORS. LLC
OmlidentW and 1'J'oprlebory
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NEW MEXICO PUBLIC: REGULATION COMMISSION'

COMMISSIONEIlS

OlSTRI<:f 1 UI:.&tIf 11. KU(i1I1i5. "I("E{,'~IRMI\N
llISTRK:'" l aau. POrE. (:nAli\MAN
lllSTaIl~l'~ ftlJt~u. DLOClt
OlSTltl<.'"' LVtmA M· l.oVfiJOY
DIST1Ucr S TOI'WYSC~

June 13,2000

lrene flaunery. Chief
Account',,& Poticy Divis,on
f~dcralCummunications Commission
445 12'" Street. sW
WL~hington.DC ZUS54

OFFlCE OF CHIEt-' OF Sl·At-V
1120 Pueo de PeraltaIP.O. Box l269

Saitta Pet NM 87504-'269
(SO~) 827--6t)42

JOHN R. H1ATT. CHIEF OF STAFf

Re: New MOOco 1.11ClIll Exchange Carric..-r StUdy Area and Price Cap WMiver Requesl

Dear Ms. Flannery:

This letter is being wri1tCll in re"l'0nsc to a Rquest by n.."resenUllives of McscalC1'o
Apache Telecom, lnc. (MMAn"), regarding lhe sale of certain New Mexico ~ch"F5 to MATI
by 01"E Soulhwesr, Inc. ("GTE-sw t

). We have been informed by repn:scntatives of MAn lba\
the K;C will not ~t upon its request for. sludy-arca Or pricc-ciq) waiver ii' the absence of lhis
corrapundence.

By tbisletter, the New MeKico Public Regulaltiun Commi~sion ("PRC"" confinns that;l
I~ currently rcviewio& MAn",. applicelion filed 00 May IS. 2000 for een.a approVals required
by law to commcn~'euperations 118 a rural mlecommunicataons company, 111 rhe Maller ofthe
ApplinJlion ofMescalero Ap"du: Tf!lec:om. Inc. fnr a Certificate 01FintI,lc;ial UNl Tec:hn;c:'tll
Compr.renq. Ope,....,;ng Allrhol'iry, and Public Convenic'llce and Necessiry andJor Approval oJ
It/irial Tarijfs. PRe Doclcer No. 3364. Ai p;u1 of itS Application. MATI requests that the
NMPRC find thlll: a) MATI i& 3n eligjble cclecommunications ClUTier ("ETCtt

) pursuanl (0 law;
and (b) it is In the public inlaest tJuat MATI be gnanled a sludy-area and pncc-cap waiver by tilC
FCC.

The PRC will netther endorse. nor ubject, to ltD wdy cun~idcration end approval of the
rcquesn:d lnteJ'5lO11.e study-area-waiver or price-cap waiver by tbe R..:C. lIy lhi!C indication. we an:
not prejudging~ efft"£!I, if 80y" rhat such waivers may have upnn the intrastate uperations of (he
.tffcctcd panics. We reserve the righl \0 review lhese i&sue. further in the pnx:Hdinp in Dac:kel
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P.03

Ircne Aanncry
June 13. 2000
Pa,eTwo

No. 3364 and to luke whlllever steps arc necessary to ClSlOure thallhe waiven. if granled. do nut
advenely affed Ihe public interest in New MexiL"(J.

U you should have any quesbon!.' reganting lh'$ ooneapondence. or if you should have any
rUI'lh~r questions. plc-.asc do not hesitate to call me at (505) 827-4007.

S~ly.

~~_~r~.,=
~~.Uiatt

Chief of Staff

C~: Cmnml)isioncrs

TOTAL P.03



CERTIFICATE OF SERVICE

I, Maura Pigeon, a paralegal in the law finn of Greenberg Traurig, certifY that a copy of

the foregoing "Joint Petition for Expedited Waiver" was served thi~D th day of June, 2000, via

hand deliver, upon the following:

Chainnan William Kennard
Federal Communications Commission
445 12th Street, SW, Room 8-B201H
Washington, DC 20554

Commissioner Gloria Tristani
Federal Communications Commission
445 12th Street, SW, Room 8-C302C
Washington, DC 20554

Commissioner Susan Ness
Federal Communications Commission
445 12th Street, SW, Room 8-B115H
Washington, DC 20554

Commissioner Michael Powell
Federal Communications Commission
445 12th Street, SW, Room 8-A204C
Washington, DC 20554

Commissioner Harold Furchtgott-Roth
Federal Communications Commission
445 12th Street, SW, Room 8-302C
Washington, DC 20554

Lawrence Strickling, Chief
Common Carrier Bureau
Federal Communications Commission
445 12th Street, SW, Room 5-C450
Washington, DC 20554

Irene Flannery, Chief
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street, SW, Room 5-A426
Washington, DC 20554



Adrian Wright
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 It" Street, SW, Room 5-B51O
Washington, DC 20554

Geno Fullano
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12 th Street, SW, Room 5-A623
Washington, DC 20554

Eric Jensen
Office of Communication Business Opportunities
Federal Communications Commission
445 12th Street, SW, Room 7-C250
Washington, DC 20554

International Transcription Services
1231 20th Street, NW
Washington, DC 20554

Geoffrey Blackwell
Federal Communications Commission
445 12th Street, SW, Room 2-C23l
Washington, DC 20554

WASHfMCGUlRED/49593/129104! .DOC/6/30/00

2


