Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

)
In the Matter of )

)
July 1, 2005 ) WCB/Pricing No. 05-22
Annual Access Charge Tariff Filings ) DA 05-1039

)
National Exchange Carrier Association, Inc. ) Transmittal No. 1077
Tariff F.C.C. No. 5 )

)

PETITION OF GCI TO SUSPEND AND INVESTIGATE

General Communication, Inc. (“GCI”), by its undersigned attorneys and pursuant to
Sections 201(b) and 204(a)(1) of the Communications Act of 1934 and Section 1.773 of the
Commission’s rules,' hereby petitions the Commission to suspend and investigate National
Exchange Carrier Association, Inc. (“NECA”) Tariff F.C.C. No. 5, Transmittal No. 1077, which
was submitted on June 16, 2005.

First, as GCI demonstrates below, NECA’s 2005 Annual Access Tariff Filing unlawfully
proposes rates that target a return of greater than 11.25 % for the 2005-2006 Monitoring Period.
Although NECA'’s proposed rates target 11.25 % for the 2005-2006 tariff year, NECA fails to
make any mid-course tariff adjustment to account for excessive returns in the switched traffic
sensitive category for the first half of calendar year 2005. As rule 65.701 mékes clear, “interstate

earnings shall be measured over a two year period to determine compliance with the maximum

' 47 U.S.C. §§ 201(b) and 204(a)(1); 47 C.F.R. § 1.773.

* National Exchange Carrier Association, Inc. Tariff F.C.C. No. 5, Transmittal No. 1077 (filed
June 16, 2005) (“NECA 2005 Annual Access Tariff Filing”).



allowable rate of return.”® Accordingly, even if NECA’s proposed rates for the 2005-2006 tariff
year result in an 11.25 % return for that period, without a midcourse correction, NECA will be
on track to overearn for the 2005-2006 Monitoring Period taken as a whole. Because NECA has
not provided any evidence that its proposed 2005-2006 rates will target an 11.25 % rate of return
for the 2005-2006 Monitoring Period, NECA’s proposed rates raise a substantial question of
lawfulness. Commission action is necessary to prevent irreparable harm because, in the absence
of suspension and investigation, NECA’s rates will be deemed lawful.

GCI emphasizes that it is not, at this time, seeking a refund for overearnings in the first
six months of 2005. What GCI seeks at this time is a determination of the proper level of
prospective charges pursuant to the NECA tariff. Nothing in Section 204(a)(3) — which deems
lawful certain rates filed under streamlined tariffing procedures — altered the Commission’s rules
regarding the prescribed rate-of-return or the period over which compliance with the prescribed
rate-of-return is evaluated.” Even in light of Section 204(a)(3), NECA has an affirmative
obligation to adjust its rates to target an 11.25 % rate-of-return for the entire Monitoring Period,
not just the tariff year.

GCI notes that if the Commission actually enforces its rate-of-return rules in evaluating
proposed rates, the Commission would reestablish some incentive for NECA and other
incumbent LECs to accurately project revenue requirement and demand. Under the
Commission’s precedent regarding the duty of an ILEC to update its rates to target the prescribed
rate of return, ILECs remain accountable to correct for overearnings in future rates during the

Monitoring Period, even if past period rates are deemed lawful.

>47 C.FR § 65.701.

Y47 U.S.C. § 204(a)(3).



Second, NECA’s filing lacks adequate background detail, and its rate development
methodology remains largely a “black box.” In particular, with respect to special access, NECA
relies on a linear trend analysis to adjust the special access revenue requirement upward by $91
million but provides insufficient detail for a meaningful evaluation of whether that sizable
adjustment is, in fact, justified. While GCI appreciates NECA’s post-filing efforts to provide
some additional detail on this point, given the constraints imposed by streamlined tariff
procedures, GCI has been unable to obtain sufficient information within the time allowed to fully
evaluate NECA’s special access methodology. Absent additional detail, both GCI and the
Commission simply cannot determine whether NECA’s special access revenue requifement
adjustment is proper and whether its special access rates are just and reasonable. Accordingly,

| GClI respectfully requests that the Commission suspend and investigate NECA’s 2005 Annual

Access Tariff for special access, and require NECA to provide the information (as detailed

below) that is necessary for meaningful review by GCI and the Commission.

L THE 2005 NECA ANNUAL ACCESS TARIFF FILING IS UNLAWFUL
BECAUSE IT FAILS TO REFLECT A NECESSARY ADJUSTMENT TO
CORRECT FOR OVEREARNINGS IN THE FIRST HALF OF CALANDER
YEAR 2005.

NECA’s 2005 Annual Access Tariff Filing is unlawful with respect to switched access
service because it does not make any adjustment to correct for anticipated earnings in excess of
prescribed levels for the first six months of calendar year 2005, adjustments that NECA must
make in order to target the prescribed 11.25 % rate-of-return for the 2005-2006 Monitoring
Period. The Commission’s rules are clear, establishing the rate-of-return prescription for the

two-year Monitoring Period, not the tariff year. Section 65.701 provides that “earnings shall be

measured over a two year period to determine compliance with the maximum allowable rate of



return.”

Indeed, as the D.C. Circuit has explained, “the target ‘authorized return’ is a number
that has meaning only in relation to the full two-year monitoring period.”

As a rate-of-return regulated filer, NECA is thus required to set and to adjust rates to
avoid exceeding the Commission’s rate-of-return prescription at the completion of the two-year
Monitoring Period.” The Commission explained that:

To comply with [its rate of return] prescription, rate-of-return carriers . . . file

tariffs containing rates for their access services that they believe, given their

estimate of costs and demand, will result in earnings within the prescribed rate of

return at the end of the two-year forecast period. During the course of the two-

year monitoring period, rate-of-return carriers must review how their actual costs

and demand calculations compare to their earlier projections, and make rate

adjustments, if necessary, to ensure that they do not exceed their prescribed rate

of return.’

Contrary to the Commission’s rules and the rate-of-return regulatory regime,

NECA does not appear to be making any adjustment to its projections to correct for its
likely switched traffic sensitive overearnings in the first six months of 2005 — which
NECA’s initial first quarter 2005 traffic sensitive results reveal to be more than 450 basis
points above the 11.25 % prescribed rate of return. NECA’s entire description and

justification sets its rates only to target an 11.25 % rate-of-return for the tariff year,

without also examining whether these rates would target an 11.25 % rate of return for the

47 CFR. 65.701,
6 Virgin Islands Tel. Corp. v. FCC, 989 F.2d 1231, 1238 (D.C. Cir. 1993).

7 See General Communication, Inc. v. Alaska Communications Systems, Inc., Memorandum
Opinion and Order, 16 FCC Rcd 2834, 2836-87 (Y]5) (2001) (citing MCI Telecom. Corp. v. FCC,
59 F.3d 1407, 1415 (D.C. Cir. 1995)); Amendment of Part 65, Interstate Rate of Return
Prescription,; Procedures and Methodologies to Establish Reporting Requirements, Report and
Order, 1 FCC Red 952, 954 (922)(1986)).

¥ Id. (footnotes omitted) (emphasis added).



Monitoring Period. By ignoring its likely overearnings for the first six months of
calendar year 2005, and targeting its rates to 11.25 % for the 2005-2006 tariff year only
rather than the 2005-2006 Monitoring Period, NECA’s 2005 Annual Access Tariff Filing
raises a substantial question of lawfulness.

As GCT has pointed out with respect to previous NECA annual filings, and this
Commission has recognized in its Orders concerning NECA’s 2004 Annual Access
Tariff, NECA’s earnings reports reflect a persistent pattern of overearnings for the last
five Monitoring Periods.” As particularly relevant here, NECA has routinely filed tariffs
during each of those Monitoring Periods that target an 11.25 % rate of return during the
period covered by the tariff (yet routinely exceed in actuality), rather than an 11.25 %
rate of return for the overall Monitoring Period. Once again, NECA’s 2005 Annual
Access Tariff Filing contains this same flaw, failing to make any mid-course correction to
adjust for expected overearnings in the first six months of calendar year 2005.

NECA'’s own filings with the Commission for switched traffic sensitive services
demonstrate that NECA has likely already overearned in the first half of 2005. First,
NECA’s MOU pooling data reveals excessive returns for traffic sensitive service for the
first three months of 2005. NECA’s January 31, 2005 results reported as of March 2005
reflects an Annualized Traffic Sensitive Ratio of 15.83 %. The year-to-date Annualized

Traffic Sensitive Ratio, as of February 28, 2005, rose to 15.98 %, and that figure, as of

? Specifically, NECA’s final Form 492s reflect rates of return for switched traffic sensitive
service of 13.02 % for 1993-94; 12.23 % for 1995-96; 13.66 % for 1997-98; 12.34% for 1999-
2000; and 12.76 % for 2001-02. See July 1, 2004, Annual Access Charge Tariff Filings,
Opposition to Direct Case of National Exchange Carrier Association, Inc. by General
Communication, Inc., WC Docket No. 04-372, at 7 (chart) (filed Oct. 22, 2004) (“GCI 2004
Opposition”).



March 31, 2005, rose again to 15.99 %.'% Yet NECA makes no mid-course correction to
account for these first quarter returns, nor does it explain how these returns, in
combination with the proposed 2005-2006 rates, target an 11.25 % rate-of-return for the
Monitoring Period.

GCI anticipates that NECA will claim, as it did in support of its 2004 Annual
Access Tariff filing, that the Commission should not rely on these returns because they
do not reflect the true-up adjustments that will trickle in over the next 24-months. We
note that the Commission has already expressed understandable doubt about the legality
of NECA’s position."! More importantly, however, NECA’s historical data shows that,
even accounting for true-ups and erosion over full the 24-month period, rates of return for
the switched traffic sensitive category remain well above the 11.65 % maximum
allowable rate of return.'” The 2004 projections are no different. NECA’s final projected
pool results — even accounting for all unjustified post-Monitoring Period true-ups — for

2004 switched access remain above 13 %. "

10 See Letter from Patricia A. Chirico, executive Director Tariffs, Rates, Costs & Average
Schedules, National Exchange Carrier Association, Inc., to Marlene H. Dortch, Secretary,
Federal Communications Commission (filed June 15, 2005) (Exhibit 1, Monthly Summaries of
Traffic Sensitive Pool Results for First Quarter of 2005).

" See July 1, 2004, Annual Access Charge Tariff Filings, Memorandum Opinion and Order, 19
FCC Red. 23877, 23888 (1427, 29) (2004) (finding that NECA has a “continuing obligation” to
file “final adjustments” nine months after the close of the Monitoring Period and that “NECA
has never clarified the legal authority or other basis” for its 24-month true-up practice).

12 According to NECA, after the 24-month true-up process, rates of return for switched traffic
sensitive service were 12.93 % for 1993-94; 12.11 % for 1995-96; 13.46 % for 1997-98; 12.17 %
for 1999-2000; and 13.14 % for 2001-02. See GCI 2004 Opposition at 7 (chart).

1 See NECA 2005 Annual Access Tariff Filing, Vol. 1 at 34 (Table 9).



Second, NECA’s own data in the 2005 Annual Access Tariff Filing demonstrates
that the rate development methodology — on which tariffs for January 1 to June 30, 2005
were based — has consistently over-forecast revenue requirements, resulting in inflated
rates. NECA’s historical trend analysis shows that company-supplied “revenue
requirement projections have tended to overestimate the cost to be recovered through
NECA’s traffic sensitive rates,”'* causing NECA to set rates at higher levels than would
be justified to reach the 11.25 % prescribed rate of return.

Third, NECA’s PYCOS analysis also shows that it is likely that NECA’s earnings
for the first six months of 2005 exceeded 11.25 %, such that targeting future rates to
11.25 % will predictably result in overearnings for the 2005-2006 Monitoring Period. As
Table 7 of Volume 1 shows, the April 2005 view of calendar year 2004 actuals shows a
14.05% rate return. Even when adjusted for the PYCOS analysis, the 2004 rate of return
is 12.67 % — far in excess of the target of 11.25 %. Moreover, when current rates are
applied to test period demand, NECA’s current rates would yield a 14.03% rate of return.
From this data, it is reasonable to extrapolate that NECA’s current rates will yield a rate-
of-return substantially exceeding 11.25 % for the first six months of 2005."

Thus, NECA’s own analyses reveal that it assessed excessive rates that will likely
earn greater than an 11.25 % rate of return for the first half of 2005. Despite all this,
NECA persists in targeting an 11.25 % rate of return for the 2005 tariff year, making no

mid-course correction.

4 1d at 13.

5 Id. at 31 (Table 7).



Recognizing that “historical switched access revenue requirement forecasts have
been overstated for the last several years,” NECA has modified its methodology to
correct this bias in setting rates for the upcoming tariff year.'® While GCI supports
NECA'’s efforts to improve its methodology for the future, NECA’s rates for the first six
months of the 2005-2006 Monitoring Period were based on NECA’s flawed
methodology. Thus, even if'its revised methodology achieves 100 % accuracy, because
NECA ignores the first six months of the Monitoring Period, NECA’s proposed rates are
aimed at the wrong target. NECA must take account of this initial period of overearnings
and target an 11.25 % return for the entire Monitoring Period, even if that means NECA’s
returns fall below 11.25 % for the 2005-2006 tariff year. NECA’s failure to do so raises
a substantial question of lawfulness meriting suspension and investigation.

In pointing to NECA’s returns for the first six months of the Monitoring Period, GCI is
not asking the Commission for refunds. Rather, GCI respectfully requests that NECA be
required to make a mid-course correction to reduce its rates for the coming tariff year to comply
with Commission rules requiring that rates target 11.25 % for the two-year Monitoring Period.
Under Commission rules, NECA is obligated to avoid exceeding the maximum allowable rate of
return for that two year window. To be sure, NECA’s obligation is a continuing one. GCI urges
the Commission to require NECA to adjust its rates accordingly now, while three quarters of the
Monitoring Period remain. If, as a result of making this required mid-course correction, NECA’s
later filings demonstrate earnings below the prescribed levels of the two-year period, NECA can

simply raise rates so as to re-target 11.25 % for the overall Monitoring Period.

16 See Id. at 35.



As the Commission is well aware, under the current legal interpretation of Section
204(a)(3),"” tariffs filed under streamlined conditions “shall be deemed lawful” — and are thus
not subject to refund for any later overearnings — unless the Commission suspends and
investigates the tariff as provided in Section 204(a)(1). Thus, the importance of pre-effective
review by the Commission cannot be overstated.'® Because prescribed rates of return are “a

»19 the Commission should not hesitate to suspend

means to achieve just and reasonable rates,
and investigate NECA’s tariff to enforce its rate-of-return prescription. Otherwise, that
prescription will be meaningless.

Finally, GCI notes that it should be relatively easy for the Commission to craft
appropriate relief as a result of any tariff investigation. NECA would simply be directed to file
rates targeting 11.25 % for the entire Monitoring Period that take into account (1) its projected
rates and earnings for the first six months of 2005; (2) the rates it would propose for the 2005-
2006 tariff year; and (3) a presumption that its rates for the 2006-2007 tariff year will target an
11.25 % rate of return.

I1. THE 2005 NECA ANNUAL ACCESS TARIFF FILING IS UNLAWFUL

BECAUSE IT FAILS TO PROVIDE SUFFICIENT INFORMATION TO ENABLE

MEANINGFUL REVIEW OF ITS SPECIAL ACCESS RATES.

NECA'’s filing raises a substantial question of lawfulness because it lacks sufficient

background detail, effectively precluding meaningful review. In short, NECA’s rate

7 See ACS v. FCC, 290 F.3d 403, 412 (D.C. Cir. 2002).

'8 As the Commission has already recognized: “When tariffs, such as NECA’s tariff, are filed
pursuant to the “deemed lawful” provisions of the statute, therefore, it is incumbent upon us to
suspend and investigate the tariff filing if it may reflect unjust and unreasonable rates.” July I,
2004, Annual Access Charge Tariff Filings, Order Designating Issues for Investigation, 19 FCC
Rcd. 18593, 18597 (Y 10) (2004).

19° 4CS, 290 F.3d at 411 (citing Nader v. FCC, 520 F.2d 182, 203 (D.C. Cir. 1975).

-9.



development methodology remains largely a “black box” into which neither GCI, nor the
Commission, can see. Yet, as the Commission knows, the new era of “deemed lawful” tariffs’
has created a heretofore unparalleled need for comprehensive tariff filings to ensure meaningful
pre-effective review — now the only means to protect customers against unjustified rates filed
under streamlined practices.

For special access, NECA’s rate development methodology is particularly difficult to
penetrate. NECA fails to provide the raw data or include the underlying work papers and
spreadsheets used to compute the projected revenue requirements on which its special access
rates are based. In its tariff filing, NECA explains that to forecast special access revenue
requirements, it used a linear regression trend for the model time period that best predicted
“historical cost study data for 2003 for the consistent sample companies.”*' Applying that linear
trend, however, NECA adjusted the company-supplied revenue requirement data upward by $91
million,”* explaining only that “historically company supplied special access revenue
requirements have been significantly underforecasted.”” NECA failed to provide adequate
information in its filing to permit an evaluation of whether that $91 million adjustment —
compared to a $10 million downward adjustment for local switching and a mere $4 million

downward adjustment for local transport® — is justified or unjustified.

20 See ACS v. FCC, 290 F.3d 403 (D.C. Cir. 2002).

*' NECA 2005 Annual Access Tariff Filing, Volume 2 at 13; see also Volume 2, Exhibit 5.
22 See id. at 14 (Table 2).

2 Id. at 14-15.

2% See id. at 14 (Table 2).

-10 -



Finding NECA’s tariff filing deficient on this point, GCI sought additional background
information from NECA on its methodology for calculating the special access revenue
requirement and making the sizable $ 91 million adjustment, and NECA made its staff available
for an hour long conference call and provided an additional spreadsheet. GCI appreciates
NECA'’s willingness to discuss its special access projection and its effort to provide a
spreadsheet with additional underlying information. But even the additional spreadsheet
provides only cursory information that does not allow GCI or the Commission to fully track and
evaluate the methodology for the adjustments. Moreover, it remains unclear whether NECA’s
linear modeling is appropriate or whether other non-linear approaches would yield a more
accurate estimate. In particular, it may not be reasonable to project the 2005-2006 revenue
requirement based on the best linear fit for 2002-2003 special access revenue requirement
growth, especially if investment (for example, in DSL) is being incurred intensively over a
limited period of time. Given the constraints under which such streamlined tariff filings must be
reviewed, it is imperative that NECA’s filings contain sufficient detail.

Because the lack of sufficient background data on special access precludes such
meaningful review, the Commission should suspend and investigate NECA’s tariff with respect
to special access to permit the Commission to investigate further the basis for the $91 million
linear upward adjustment in the special access revenue requirement. In any designation order,
the Commission should direct NECA to provide historical special access revenue requirements
for 1999 — 2003 for each of the pool companies, identifying those that NECA has categorized as

“consistent companies.”® In addition to that raw data, NECA should be required to provide all

% To the extent that NECA has confidentiality concerns about disclosing company names and
the Commission agrees that such information is subject to confidential treatment under rule
0.457, 47 C.F.R. § 0.457, it can simply redact identifying information. However, GCI questions

-11 -



of the supporting spreadsheets or workpapers it used to come up with the special access revenue
requirement forecast, including identifying how NECA calculated the $91 million upward
adjustment and how those trends were then assembled into the final trend forecast. There is no
reason why this type of information should not be routinely provided as part of the materials

supporting NECA’s tariff.

the extent to which confidentiality would be warranted for TRP-level data for a particular
company simply because a company files as part of the NECA pool rather than filing on its own.
If a company filed its own tariff, such data and the identification of the filing company would be

public. Companies should not be entitled to greater confidentiality protection because they file
as part of NECA.

-12-



CONCLUSION
Based on the foregoing, NECA Transmittal 1070 raises substantial questions of
lawfulness with respect to switched traffic sensitive and special access services, and the

Commission should suspend and investigate the tariff for those categories.

Respectfully submitted,
By: /s/
Tina Pidgeon John T. Nakahata
Vice-President — HARRIS, WILTSHIRE & GRANNIS LLP
Federal Regulatory Affairs 1200 Eighteenth Street, N.W.
GENERAL COMMUNICATION, INC. Washington, DC 20036
1130 17" Street, N.W., Suite 410 (202) 730-1300
Washington, DC 20036
(202) 457-8812 Counsel for General Communication, Inc.

Dated: June 23, 2005
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EXHIBIT 1



80 South Jefferson Road
Whippany, NJ 07981

Voice: 873-884-8087
Fax: 973-884-8469
E-mail: pchiric@neca.org

Patricia A. Chirico
Executive Director
Tariffs, Rates, Costs & Average Schedules

June 15, 2005

Marlene H. Dortch

Secretary

Federal Communications Commission
445 Twelfth Street, S.W.
Washington, DC 20554

RE: MOU DATA/SUMMARY OF NECA TOTAL POOL RESULTS

Dear Ms. Dortch:

Enclosed is an original and five copies of historic interstate minutes of use (MOU) for the last three
quarters of 2004 and the first quarter of 2005. The report displays company reported MOUs for non-
NECA Common Line tariff participants and derived or reported MOUs for carriers participating in
NECA’s Common Line Pool from April 2004 through March 2005. In addition to this paper report, an

electronic spreadsheet version of the report is enclosed.

Also enclosed are originals and five copies of each of the monthly summaries of pool results for first
quarter 2005.

NECA checks the data and informs companies of any inconsistencies with previous reported numbers.

If there are any questions, please do not hesitate to call Victor Glass on (973) 884-8263. NECA’s next
MOUY/Pooling filing is scheduled for September 15, 2005 and will include data for second quarter 2005.

Sincerely,

Enclosures

Cc: Service list
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NATIONAL EXCHANGE CARRIER ASSOCIATION, INC.
SUMMARY OF POOL RESULTS FOR THE MONTH ENDING January 31, 2005
REPORTED AS OF March 2005

2005

Pool YTD
TRAFFIC SENSITIVE (TS) (Note 1) Current Month (NOTE 2)
TS Earned Revenue 69,869,553 69,869,553
Local Switching Support 25,848,029 25,848,029
TS Net Realized Uncollectibles 105?191 105,191
TS Net Earned Revenue 95,612,391 95,612,391
Total Traffic Sensitive Revenues 95,612,391 95,612,391
NECA Administrative Costs 1,252,436 1,252,436
Average Schedule Company Setilements 30,330,658 30,330,658
TS Expenses & Other Taxes 45,221,303 45,221,303
TS Adjusted Federal Income Tax 4,226,291 4,226,291
Total Traffic Sensitive Expenses 81,030,688 81,030,688
TS Residue For Distribution (Note 3) 14,581,703 14,581,703
TS Net Investment 1,105,053,375 92,087,781
Annualized Traffic Sensitive Residue Ratio (Note 4) \ 15.83% 15.83%

Note 1: All of the individual line items include some estimates and are subject to further adjustrents
under current NECA procedures.

Note 2: The 2005 Pool Year is the period beginning January 1, 2005 through December 31, 2005.
The Net Investment is an average of the cumulative months reported.

Note 3: Residue for Distribution is Total Revenues less Total Expenses.

Note 4: Annualized Residue Ratio in the CURRENT MONTH is calculated by dividing the amount of
Residue for Distribution by the amount of Net Investment and multiplying by 12 months
x 100. The Pool YTD is computed by dividing the YTD Residue for Distribution
by the YTD sum of the monthly Net Investment amounts, divided by 12.



NATIONAL EXCHANGE CARRIER ASSOCIATION, INC.

SUMMARY OF POOL RESULTS FOR THE MONTH ENDING February 28, 2005
REPORTED AS OF April 2005

2005

Pool YTD
TRAFFIC SENSITIVE (TS) (Note 1) Current Month (NOTE 2)
TS Earned Revenue 70,176,502 140,592,653
Local Switching Support 25,848,029 51,696,058
TS Net Realized Uncollectibles 40,622 143,006
TS Net Earned Revenue 95,983,509 192,145,705
Total Traffic Sensitive Revenues 95,983,909 192,145,705
NECA Administrative Costs 1,353,012 2,605,448
Average Schedule Company Settlements 30,338,527 60,863,510
TS Expenses & Other Taxes 45,271,640 90,623,884
TS Adjusted Federal Income Tax 4,271,821 8,548,269
Total Traffic Sensitive Expenses 81,235,000 162,641,111
TS Residue For Distribution (Note 3) 14,748,909 29,504,594
TS Net Investment 1,107,127,414 184,592,112
Annualized Traffic Sensitive Residue Ratio (Note 4) 15.99% 15.98%

Note 1: All of the individual line items include some estimates and are subject to further adjustments
under current NECA procedures.

Note 2: The 2005 Pool Year is the period beginning January 1, 2005 through December 31, 2005.
The Net Investment is an average of the cumulative months reported.

Note 3: Residue for Distribution is Total Revenues less Total Expenses.

Note 4: Annualized Residue Ratio in the CURRENT MONTH is calculated by dividing the amount of
Residue for Distribution by the amount of Net Investment and multiplying by 12 months
x 100. The Pool YTD is computed by dividing the YTD Residue for Distribution
by the YTD sum of the monthly Net Investment amounts, divided by 12.



NATIONAL EXCHANGE CARRIER ASSOCIATION, INC.
SUMMARY OF POOL RESULTS FOR THE MONTH ENDING March 31, 2005

REPORTED AS OF May 2005
2005

Pool YTD
TRAFFIC SENSITIVE (TS) (Note 1) Current Month (NOTE 2)
TS Earned Revenue 70,295,978 211,359,794
Local Switching Support 25,848,029 77,544,087
TS Net Realized Uncollectibles 42,826 187,204
TS Net Earned Revenue 96,101,181 288,716,677
Total Traffic Sensitive Revenues 96,101,181 288,716,677
NECA Administrative Costs 1,317,021 3,922,469
Average Schedule Company Settlements 30,101,559 91,112,229
TS Expenses & Other Taxes 45,479,219 136,383,928
TS Adjusted Federal Income Tax 4,360,557 12,933,371
Total Traffic Sensitive Expenses 81,258,356 244,351,997
TS Residue For Distribution (Note 3) 14,842,825 44,364,680
TS Net Investment 1,114,754,563 277,452,207
Annualized Traffic Sensitive Residue Ratio (Note 4) 15.98% 15.99%

Note 1: All of the individual line items include some estimates and are subject to further adjustments
under current NECA procedures.

Note 2: The 2005 Pool Year is the period beginning January 1, 2005 through December 31, 2005.
The Net Investment is an average of the cumulative months reported.

Note 3: Residue for Distribution is Total Revenues less Total Expenses.

Note 4: Annualized Residue Ratio in the CURRENT MONTH is calculated by dividing the amount of
Residue for Distribution by the amount of Net Investment and multiplying by 12 months
x 100. The Pool YTD is computed by dividing the YTD Residue for Distribution
by the YTD sum of the monthly Net Investment amounts, divided by 12,



NATIONAL EXCHANGE CARRIER ASSOCIATION, INC.

SUMMARY OF POOL RESULTS FOR THE MONTH ENDING January 31, 2005

REPORTED AS OF March 2005

COMMON LINE (CL) (NOTE 1)

Carrier Common Line (CCL) Earned Revenues
Premium

Non-Premium

Special Access Surcharge

CCL Net Realized Uncollectibles

CCL Net Earned Revenue

End User Net Earned Revenue (Note 3)

Total Common Line Net Earned Revenues
ICLS

Long Term Support

Total Common Line Revenues

NECA Administrative Costs

Average Schedule Company Settlements
Common Line Expenses & Other Taxes
Common Line Adjusted Federal Income Tax
Total Common Line Expenses

Common Line Residue For Distribution (Note 4)
Common Line Net Investment

Annualized Common Line Residue Ratio (Note 5)

Current Month

0

0
10,725,770
374,754
10,351,016

80,977,577

91,328,593
75,542,302
0
166,870,895

2,092,836
31,302,384
104,287,857
6,766,777
144,449,854

22,421,041

2,238,784,237

12.02%

2005
Pool YTD

(NOTE 2)

0

0
10,725,770
374,754
10,351,016

80,977,577

91,328,593
75,542,302
0
166,870,895

2,092,836
31,302,384
104,287,857
6,766,777
144,449,854

22,421,041
186,565,353

12.02%

Note 1: All of the individual line items include some estimates and are subject to further adjustments

under current NECA procedures.

Note 2: The 2005 Pool Year is the period beginning January 1, 2005 through December 31, 2005.
The Net Investment is an average of the cumulative months reported.

Note 3: Amount includes End User SLC Waiver Revenue for NECA Tariff participants.

Note 4: Residue for Distribution is Total Revenues less Total Expenses.

Note 5: Annualized Residue Ratio in the CURRENT MONTH is calculated by dividing the amount of
Residue for Distribution by the amount of Net Investment and multiplying by 12 months

x 100. The Pool YTD is computed by dividing the YTD Residue for Distribution
by the YTD sum of the monthly Net Investment amounts, divided by 12, as shown

in the table above.



NATIONAL EXCHANGE CARRIER ASSOCIATION, INC.

SUMMARY OF POOL RESULTS FOR THE MONTH ENDING February 28, 2005

REPORTED AS OF April 2005

COMMON LINE (CE) (NOTE 1)

Carrier Common Line (CCL) Earned Revenues
Premium

Non-Premium

Special Access Surcharge

CCL Net Realized Uncollectibles

CCL Net Earned Revenue

End User Net Earned Revenue (Note 3)

Total Common Line Net Earned Revenues
ICLS

Long Term Support

Total Common Line Revenues

NECA Administrative Costs

Average Schedule Company Settlements
Common Line Expenses & Other Taxes
Common Line Adjusted Federal Income Tax
Total Common Line Expenses

Common Line Residue For Distribution (Note 4)
Common Line Net Investment

Annualized Common Line Residue Ratio (Note 5)

2005
Pool YTD
Current Month (NOTE 2)

0 0

0 0
11,038,648 21,822,764
367,167 751,595
10,671,481 21,071,169
80,817,424 161,630,965
91,488,905 182,702,134
75,542,302 151,084,604
0 0
167,031,207 333,786,738
2,260,899 4,353,735
30,957,705 61,896,216
105,864,932 211,810,393
6,448,019 12,850,802
145,531,555 290,911,146
21,499,652 42,875,592
2,230,730,798 371,796,073
11.57% 11.53%

Note 1: All of the individual line items include some estimates and are subject to further adjustments

under current NECA procedures.

Note 2: The 2005 Pool Year is the period beginning January 1, 2005 through December 31, 2005.
The Net Investment is an average of the cumulative months reported.

Note 3: Amount includes End User SLC Waiver Revenue for NECA Tariff participants.

Note 4: Residue for Distribution is Total Revenues less Total Expenses.

Note 5: Annualized Residue Ratio in the CURRENT MONTH is calculated by dividing the amount of
Residue for Distribution by the amount of Net Investment and multiplying by 12 months

x 100. The Pool YTD is computed by dividing the YTD Residue for Distribution
by the YTD sum of the monthly Net Investment amounts, divided by 12, as shown

in the table above.



NATIONAL EXCHANGE CARRIER ASSOCIATION, INC.

SUMMARY OF POOL RESULTS FOR THE MONTH ENDING March 31, 2005

REPORTED AS OF May 2005

COMMON LINE (CL) (NOTE 1) Current Month
Carrier Commeon Line (CCL) Earned Revenues

Premium 0
Non-Premium 0
Special Access Surcharge 11,145,493
CCL Net Realized Uncollectibles 329,049
CCL Net Earned Revenue 10,816,444
End User Net Earned Revenue (Note 3) 80,881,073
Total Common Line Net Earned Revenues 91,697,517
ICLS 75,542,305
Long Term Support 0
Total Common Line Revenues 167,239,822
NECA Administrative Costs 2,200,756
Average Schedule Company Settlements 30,734,188
Common Line Expenses & Other Taxes 106,146,266
Common Line Adjusted Federal Income Tax 6,545,763
Total Common Line Expenses 145,626,973
Common Line Residue For Distribution (Note 4) 21,612,849
Common Line Net Investment 2,232,319,282
Annualized Common Line Residue Ratio (Note 5) 11.62%

2005
Pool YTD

(NOTE 2)

0

0
33,056,115
1,088,351
31,967,764

242,463,767

274,431,531
226,626,909

0
501,058,440

6,554,491
92,583,937
318,233,106
19,344,295
436,715,829

64,342,611
557,846,385

11.53%

Note 1: All of the individual line items include some estimates and are subject to further adjustments

under current NECA procedures.

Note 2: The 2005 Pool Year is the period beginning January 1, 2005 through December 31, 2005.

The Net Investment is an average of the cumulative months reported.

Note 3: Amount includes End User SLC Waiver Revenue for NECA Tariff participants.

Note 4: Residue for Distribution is Total Revenues less Total Expenses.

Note 5: Annualized Residue Ratio in the CURRENT MONTH is calculated by dividing the amount of
Residue for Distribution by the amount of Net Investment and multiplying by 12 months

x 100. The Pool YTD is computed by dividing the YTD Residue for Distribution
by the YTD sum of the monthly Net Investment amounts, divided by 12, as shown

in the table above.



CERTIFICATE OF SERVICE

I, Stephanie Weiner, hereby certify that a copy of the foregoing Petition of GCI to
Suspend and Investigate was delivered by email, unless otherwise indicated, on the 23" day of

June, 2005, to the following parties:

Tamara Preiss

Division Chief

Pricing Policy Division

Wireline Competition Bureau
Federal Communications Bureau
445 12" Street, S.W., 5-A223
Washington, D.C. 20554

Judy Nitsche

Assistant Division Chief

Pricing Policy Division

Wireline Competition Bureau
Federal Communications Bureau
445 12™ Street, S.W., 5-A223
Washington, D.C. 20554

Raj Hannan

Pricing Policy Division

Wireline Competition Bureau
Federal Communications Bureau
445 12™ Street, S.W., 5-A223

Bill Cook

Director, Access Tariffs & Planning
National Exchange Carrier Association
80 South Jefferson Road

Whippany, New Jersey 07981

BY FAX: (973) 884-8082

Judith L. Harris

Reed Smith LLP

1301 K Street, N.W.
Suite 1100 - East Tower
Washington, D.C., 20005
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