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Executive Summary
Introduction

The Maine Public Utilities Commission (the “MPUC” or the “Commission”)
presents this Plan to Reform Telecommunications Regulation in Maine (the “Plan”) as
directed by the 125th Maine State Legislature in Resolves 2011, Ch. 69 (the “Resolve”).
The Commission developed the Plan to conform with the assumptions set forth in the
Resolve — that competition in the telecommunications market in Maine exists, continues
to grow, and should be encouraged. The Commission also accepted, as legislative fact,
the findings articulated in the Resolve: that regulation of retail telecommunications
should be minimized to a degree consistent with the public welfare and in a manner that
does not increase regulation for any one sector of the industry. The Commission’s Plan
outlines a path for significant and broad reform of the relevant statutes and regulations.

The Plan is not the product of an adjudicatory proceeding in which evidence is
formally introduced and arguments advanced by interested, adversarial parties. There
was no direct testimony, cross-examination, or expert withesses, although interested
persons were invited to offer comments at three “industry sector” meetings held over the
course of the summer, and in written comments in August, 2011, and again on
November 15, 2011 following the issuance by the Commission of a draft of its Plan.?

Nor was the process a “collaborative” one in which consensus was sought
among various industry participants or segments. Instead, the Plan represents the
Commission’s response to the mandate of the Resolve, as informed by its independent
evaluation of the issues, the material submitted during the course of the Commission’s
inquiry, consistent with the factors expressed in the Resolve and the factual premises
upon which it is based.

In broad outline, the Plan eliminates virtually all oversight by the Commission of
retail services offered by telephone companies except with respect to a narrowly
defined Provider of Last Resort (“POLR”) service, designed as the minimum level of
service that will permit a customer to engage in voice communication. The current
incumbent telephone companies are designated as the initial providers of POLR
service, and the Plan provides that such service must be offered at current prices by
those carriers unless and until they can show the need for additional support (using a
forward looking proxy cost model to be developed by the Commission) or can show
that, based on competitive conditions in a particular area, no POLR service is required.
Some, but not all, of the consumer protection rules that now apply to telephone service
would be applied to POLR service; but, for all other retail services, customers would no
longer be able to make use of Commission resources in resolving disputes.

% Section VII contains a discussion of the comments received by the Commission in response to the draft
Plan; the entire Docket (2011-224) containing all submissions to the Commission can be viewed on the
MPUC'’s Virtual Case File at http://mpuc.informe.org/easyfile/easyweb.php?func=easyweb_splashpage.
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The State of the Telephone Market in Maine

Historically, telephone providers were monopolies and had exclusive franchises.
This created a “regulatory bargain” by which the carrier was required to serve every
person in its franchise, and consumers desiring telephone service were obligated to
purchase it from the franchisee. Carriers were not permitted to discriminate between
customers, and rates were set by the Commission according to traditional cost-of-
service (i.e., “revenue requirement”) regulation, the goal of which was to establish low
residential prices while at the same time providing an opportunity for the carrier to earn
a fair return on its investment.

Telephone rates were heavily cross-subsidized, principally through implicit
subsidies embedded in the rate structure. Consumers in urban areas (where the costs
of providing service are generally lower) subsidized the rates paid by rural consumers,
and long distance service subsidized local exchange service. This was possible, in
part, because rates were “averaged,” or made uniform, throughout a carrier’s service
territory even though costs are not uniform. This regime advanced the policy of
“universal service,” whereby service is available and affordable to all Maine citizens.

Competition has gradually eroded the regulatory bargain, in part because
franchises are no longer exclusive. Moreover, competitors have no “obligation to serve”
all customers. Instead, competitors self-select the areas that they serve and the
products that they offer to maximize profits. Consequently, the traditional monopoly
providers, now known as Incumbent Local Exchange Carriers (“ILECs”), are faced with
intense competition in the most attractive (low cost / high profit) segments of their
territories. The loss of customers to competitors diminished the opportunity for cross
subsidization of rates between high cost and low cost areas.

The ILECs’ share of the wireline telephone market in Maine has steadily eroded.
FairPoint-NNE? (previously Verizon), the largest of Maine’s twenty-three ILECs, has
seen its share of the wireline local exchange service market fall from approximately
64% in 2004 to 49% in 2010. Over the same period, the market share of cable
companies offering voice over internet protocol (“VolP”) telephone service has
increased by a similar amount. Moreover, there has been dramatic growth of the
wireless market in Maine such that, today, the number of wireless telephone numbers
exceeds the number of wireline telephone numbers. Increasingly, cellular service is
seen by consumers as a substitute for, rather than a supplement to, wireline service.

Notwithstanding these competitive alternatives, the average price of basic local
exchange service offered by ILECs is lower than the price of the alternatives. There is
little direct competition for basic, no-frills service because most competitors (as do the
ILECs themselves given the choice) prefer to sell more expensive, bundled packages.

*The parent company of FairPoint-NNE, FairPoint Communications, Inc., also owns several small ILECs
in Maine.
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The Existing Regulatory Regime

Telephone service providers (with the exception of wireless carriers) require the
authorization of the Commission to provide service in Maine. However, since the
opening of the local exchange market to competition, the authorization process no
longer requires an assessment of the need for a second provider in a given territory. In
fact, authorization is freely given, and in practical effect the certification requirement has
become a means of monitoring and conserving telephone numbers in order preserve
the viability of a single area code in Maine.

The Commission is authorized to regulate rates for all telephone utilities, to
ensure that they are “just and reasonable.” However, in the interest of furthering a
competitive market, and in recognition of the fact that the ILECs serve as carriers of last
resort throughout the state, the Commission has taken a “hands-off” approach to the
regulation of competitive carriers. As a result, Competitive Local Exchange Carriers
(“CLECSs”) do not file tariffs for Commission approval and they are not subject to service
quality standards or investigations, and must comply with only minimal consumer
protection rules.

The Commission does regulate the rates of ILECs, but for the most part only with
respect to local exchange service. Rates are set either through traditional cost-of-
service, “revenue requirement” analysis, or though an alternative form of regulation
(“AFOR?”) which creates an incentive for a carrier to find (and keep the benefit of)
efficiencies in furtherance of maximizing profits. The key component of an AFOR is an
established rate-cap for certain services over a fixed period of time. Under both types
of regulation, rates are set by examining the utility’s costs of providing service.

In addition to the revenues they earn from ratepayers, Maine’s ILECs receive
explicit support (i.e., subsidies) paid through the federal and the Maine Universal
Service Funds (“USF”), although FairPoint-NNE is currently not eligible to receive Maine
USF support.* The various forms of USF support account for a significant portion of the
revenues for many carriers in the state, particularly the smaller rural companies.
Moreover, Maine is a net recipient of federal USF dollars. The primary purpose of USF
support is to help ensure that rates and the level of service are reasonably comparable
between urban and rural areas. Without such support, the rates in some areas of the
state would be substantially higher than they are today.

The Commission sets the support levels for the Maine USF, and is also
responsible for designating and certifying carriers as eligible telephone carriers (“ETCSs”)
so that they may draw from the federal USF. The Commission also takes actions

* Chapter 288 of the Commission’s Rules excludes FairPoint from eligibility for Maine USF support
because its rates under the existing AFOR provides the benchmark for determining reasonable,
affordable and comparable rates for the rural carriers. Under its AFOR, FairPoint bears the risk of both
increased costs and declining revenues; thus it would be inconsistent with the AFOR for it to receive
support from the Fund to offset cost increases or declines in revenues.
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intended to maximize the amount of federal dollars available to Maine carriers. This is
especially important now, as the FCC recently restructured the federal USF system to
gradually shift its focus towards advancing the availability of broadband services.
During this period of significant federal transition, the Commission should retain its
authority to take actions necessary to maximize federal USF support, both for voice
service and for broadband service.

The Commission also regulates service quality and enforces consumer
protection regulations. Existing standards in these areas differentiate between ILECs
and CLECs on the general theory that less protection is required in connection with
competitive offerings because customers of CLECs are always free to take service from
the provider of last resort — the ILEC. Increasingly, the applicability of different service
and consumer protection standards has been viewed by the ILECs as a competitive
disadvantage.

The Commission also regulates service quality through a service quality index
(“SQI") that may be established in conjunction with approval of an AFOR rate plan.
Under an SQl, a carrier whose performance falls below established measures of service
is obligated to provide rebates to its customers. The underlying premise of this
mechanism is to ensure that a carrier subject to incentive regulation does not achieve
efficiencies (and therefore higher profits) at the expense of quality service. Only
FairPoint-NNE (and Verizon before it) is subject to an SQI because only FairPoint-NNE
(and Verizon before it) requested that the Commission approve an AFOR.

Finally, under the existing regulatory structure, the Commission oversees the
wholesale market for telephone service in Maine. This role is established by the
provisions of the federal Telecommunications Act of 1996 which are designed to
encourage competition in the local exchange markets. The Resolve expressly provides
that the Commission’s responsibilities in the wholesale area should not be modified by
the Plan.

Regulatory Reform

The Commission’s Plan abandons traditional “rate-of-return” regulation, and also
the AFOR concept, for all telephone utilities. Carriers will now succeed or fail based
upon their ability to compete in the marketplace.

The one exception to this deregulatory approach involves POLR service. In the
Commission’s view, it is essential that a very basic level of telephone service be
available to any customer in Maine who wants it, at an affordable price. POLR service,
as defined in the Plan, consists of the minimal set of features which are essential for
any customer connected to the telecommunications network. The obligation to offer
POLR service will initially be assigned to the ILECs because those companies currently
own and operate the wireline telephone infrastructure in the state. Collectively, the
ILECs have the existing ability to serve every home in Maine. These companies also
have experience in offering basic local service on a stand-alone basis. Under the

Vi
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Commission’s Plan, the price of POLR service will be set, initially, at the current rate
charged by each of the ILECs for basic local exchange service.

Recognizing that the cost of providing POLR service in many of the rural areas of
the state can be quite high and could become uneconomic for some providers in some
segments of their service territories, the Commission’s Plan permits a POLR service
provider to seek additional revenues to cover the costs of POLR service by requesting a
rate increase for POLR service. The need for a rate increase will not be evaluated
using traditional, embedded cost-of-service principles. Instead, the Commission will
develop a forward looking cost-model analysis. In essence, the Commission will
determine, for a discrete geographic area of a POLR service provider’s territory, the
current costs of constructing and maintaining a network necessary to provide all of the
services that the POLR service provider offers in that area, using modern technologies.
For the “revenue” side of the analysis, the Commission will consider all revenues
derived by the POLR service provider in that area from that network. Application of this
procedure, on an exchange-by-exchange basis, could result in rate “de-averaging.”
That is, within some acceptable range, the rates for POLR service may vary according
to where a customer lives.

Under the Plan, the Maine USF will provide support for POLR service only.
Every designated POLR service provider will be eligible to seek support from the Maine
USF. The amount of support, if any, will be determined only after the POLR service
provider has increased its rates to a benchmark rate, established by the FCC, to
represent a rate that is reasonably comparable to the national average urban rate for
local exchange service. Under the Plan, FairPoint-NNE will become eligible to seek
Maine USF funding to support its POLR service offering. In addition, contributions to
the Maine USF fund will be made by every company providing voice service in the state
based on company revenues, regardless of the technology deployed.

Service quality of POLR service will be measured and tracked on a provider-by-
provider basis, according to a modest set of metrics established through a public
rulemaking. The metrics established through this process will be used to calculate
customer rebates for substandard service to be paid by the POLR service provider.
Consumer protections presently enforced by the Commission will apply only to POLR
service offerings and not to any other services or packages offered by POLR service
providers.

The Plan provides two mechanisms by which a POLR service provider may seek
relief from its POLR service obligation. First, the POLR service provider can seek to
demonstrate that the public interest no longer requires that POLR service be available
in a particular area. The burden of making such a showing will be high and not easily
met. Second, the POLR service provider can seek to relinquish its designation as a
POLR service provider in favor of another company. The Commission would agree to
designate another carrier as the POLR service provider only if it found that the
alternative provider is capable of providing POLR service throughout the entirety of the
particular area at a reasonable price.

Vii
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For retail communications services other than POLR service, the Plan eliminates
most of the existing regulatory obligations established in statute and the Commission’s
rules. The Commission will no longer regulate the prices or practices or service quality
of any carrier that is not designated as a POLR service provider, or of any non-POLR
service offered by the POLR service provider. The Commission’s plan thus limits the
majority of its telecommunications rules to POLR service only, and eliminates many
rules altogether.

Other Aspects of the Commission’s Regulatory Reform Plan

The Resolve does not address issues related to the regulation of broadband.
However, increased availability of broadband service, and the speed at which that
service is provided to consumers, is undeniably an important factor in the future
economic development of Maine. Indeed, 35-A M.R.S.A. § 7101 — the legislative
statement of Maine’s telecommunications policy — states that “it is the goal of the State
that all Maine's businesses and citizens should have affordable access to an integrated
telecommunication infrastructure capable of providing voice, data and image-based
services.” The Commission agrees that the availability and use of broadband services
is important to Maine’s economic development. The Legislature has not, however,
delegated to the Commission statutory authority to regulate entry of companies into the
market for broadband services or the price at which such services are offered. In light
of issues of federal preemption, it is uncertain whether the Legislature could give such
authority to the Commission. In any case, it is not clear to the Commission that the
method used to ensure basic service ubiquity — i.e., monopoly regulation coupled with
an obligation to serve and subsidies for low income customers and for high cost areas —
would be an efficient or effective model for broadband, where rapid technological
change and vigorous competition are the rule rather than the exception. Although the
Commission is not recommending the establishment of economic regulation of
broadband, it nonetheless encourages the Legislature to consider other tools to the
extent that it believes that market forces alone will not provide sufficient deployment of
broadband throughout the state.

On October 27, 2011 the FCC adopted significant changes (to be phased in over
time) to the $9.0 billion federal USF program to shift its focus away from support for
universal voice service and towards support for universal broadband service.® At the
same time, the FCC modified the system by which carriers compensate one another for
terminating voice traffic (“intercarrier compensation”). These changes will have
dramatic effects on the telephone industry in Maine, as in the rest of the country. In
addition, the FCC plan maintains a state role in administering the federal USF program.
In light of these changes, and the many unforeseen impacts they may have for Maine
carriers, the Commission’s Plan expressly authorizes it continue all activities necessary

® Connect America Fund et al., WC Docket No. 10-90 et al., Report and Order and Further Notice of
Proposed Rulemaking, FCC 11-161 (rel. Nov. 18, 2011).

viii
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to maximize the flow of federal support to companies providing both voice service and
also broadband service in Maine.

The Plan also preserves the Commission’s authority to enforce FairPoint-NNE’s
broadband build-out commitments and SQI rebates that were incorporated into the
Commission’s Order approving FairPoint’s purchase of Verizon’s network in Maine.

In addition, the Commission’s Plan would change the requirements for voice
service providers (“VSPs”) to obtain a certificate of public convenience and necessity
(“CPCN?”) before offering service in Maine; under the Plan, VSPs will be granted
authority to provide service in Maine upon registering with the Commission. Application
of this registration process to all VSPs is intended to ensure that all such entities are
aware of, and fulfill, their obligations with regard to number conservation, to remit
regulatory assessments to the Commission, and to contribute to the Maine USF, Maine
Telecommunications Education Access Fund, 911 funding, and ConnectME. As
authorization is essentially automatic upon fulfillment of the minimal registration
requirements, the Commission does not consider it a barrier to entry for any Voice
Service Provider. Further, the Plan eliminates the bonding requirement for CLECs as it
is largely unnecessary to protect the public and in some instances may serve as a
barrier to market entry and, therefore, competition. The Plan also authorizes the
Commission to obtain necessary information from all telecommunications and
broadband providers so that its annual report can contain useful data.

In sum, the Commission’s Plan is a comprehensive reshaping of how
telecommunications are regulated in Maine. Under the Plan, regulation will be targeted
as opposed to broadly applicable, and minimalist as opposed to overreaching, while
continuing to provide necessary protections to Maine consumers for POLR service.
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l. Introduction

The 125th Maine State Legislature, in its First Regular Session, enacted a
Resolve to Direct the Public Utilities Commission to Develop a Plan to Reform
Telecommunications Regulation (the “Plan”). Resolves 2011, Ch. 69 (the “Resolve”).
The Resolve requires the Maine Public Utilities Commission (the “MPUC” or the
“‘Commission”) to develop a comprehensive plan to reform the way telecommunications
is regulated in the State of Maine. The Plan must ensure that (1) the burdens of
regulation be the minimum necessary to protect the public welfare; (2) to the greatest
extent possible, the burdens of regulation fall equally on all providers of
telecommunications service; and (3) the result of regulatory reform not result in any
provider of telecommunications services being subject to a net increase in its existing
regulatory burden.®

In developing the Plan, the Legislature directed the Commission to consider, at a
minimum (1) the extent of existing and anticipated competition in the
telecommunications industry; (2) the characteristics of Provider of Last Resort (‘POLR”)
service and any associated obligations or support mechanisms and whether or not
POLR service should be subject to cost-of-service regulation; (3) the extent to which
telecommunications providers should be allowed to “opt-in” or “opt-out” of regulation; (4)
any potential implications of federal support mechanisms and federal preemption; (5)
the need for robust telecommunications infrastructure in Maine; and (6) the status of
Eligible Telecommunications Carriers (‘ETCs”). The Legislature further directed the
Commission to seek input from all parties who may be interested in the reform of
telecommunications regulation in Maine. Additionally, as a part of the plan the
Commission must include any draft legislation and describe changes to Commission
Rules that will be necessary to implement the plan.

The Resolve, and the Legislature’s directives with regard to formulating the plan,
rely on a number of assumptions. First and foremost is the assumption that significant,
robust, and ubiquitous competition exists with regard to the market for
telecommunications services in Maine. This assumption is embodied in the first
operative paragraph of the Resolve where it states that “[a] plan for regulatory reform is
needed because of the competition that exists in the telecommunications industry,
which continues to grow and which the Legislature seeks to promote.” Resolve, §
1(1)(A). The assumption is also implicit throughout the Resolve in the Legislature’s
requirements for the plan.

The second basic assumption in the Resolve is that because of the inherently
competitive nature of telecommunications today, the existing regulatory regime must be
reformed. The third basic assumption in the Resolve is that a basic level of
telecommunications service (i.e., POLR service) is important to the citizens of Maine
and must be provided.

® The Commission’s Plan will not address, and may not affect, any wholesale obligations
telecommunications providers may have under either state or federal law.
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Additionally, the Legislature through the Resolve has indicated that there are
certain overarching policy considerations that the Commission should take into account
in developing the plan. Among those considerations is the idea that competition in
telecommunications is important, valuable, and needs to be nurtured and promoted.
Hand-in-hand with the idea that competition is to be encouraged is the notion that the
regulatory obligations of participants in the telecommunications market should be
minimized to the greatest extent practicable consistent with the need to protect the
public welfare and to encourage continued competition.

The Commission has taken the three basic assumptions set forth in the Resolve
as legislative fact and has not, therefore, undertaken a comprehensive analysis of the
exact extent of competition in various regions of the state. Consequently, it is with the
Legislature’s assumptions in mind, and the various guiding considerations set forth in
the Resolve, that the Commission has formulated its Plan.

Il The Current State of the Telephone Industry in Maine
A. Historical Economics of the Telephone Industry

Historically, the rates charged for telephone service in Maine were
substantially cross-subsidized. Rates in urban areas subsidized rates in rural areas.
Business rates subsidized residential rates. Long distance rates between large cities
subsidized long distance rates between small towns. In addition, the joint and common
costs of equipment used to provide a variety of services were allocated among services
so that sales of discretionary services, such as long distance, calling features, and even
telephones (when telephone equipment was a phone company monopoly) subsidized
basic telephone rates. Due to these subsidies, the rates for basic local exchange
service in any given geographic location have never been tied to the actual, location-
specific cost of providing basic local exchange service in that location.

These largely implicit subsidies were intended to keep basic local service
rates low so that as many people as possible could afford to connect to the telephone
network. The Commission was able to advance this policy of universal service through
its authority to determine, in a rate case, the “revenue requirement” for each carrier.
The revenue requirement was based on the company’s total investments needed to
provide all its services, its depreciation expenses and its return (i.e., profit). Even
though the total revenues from all services covered total company costs, the price for
each particular service did not necessarily have a connection with either the economic
or accounting cost of providing that service. Since the majority of costs for telephone
service are “joint and common” among many services, the allocation of those costs to
any given service depended as much on political and social welfare concerns as on
economic principles. In part through the allocation of these costs, rates for urban
exchange service, long distance service and access charges were set at levels often far
above their direct costs. The current amount of these implicit subsidies is very large;
without them, the rates for local service in some rural areas of the state could exceed
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$100 per month. In some rural areas, local revenues account for less than 20% of a
company’s revenue requirement. Moreover, the Maine Universal Service Fund (“Maine
USF”) provides explicit support to high-cost telephone companies against the backdrop
of existing implicit subsidies. Consequently, to the extent that implicit subsidies are
removed, the amount of explicit Maine USF support necessary to maintain existing rates
could increase.

In Maine, as in most states, the Commission has historically set rural
exchange rates at either the same level or, pursuant to a public policy of “value of
service pricing,” at levels lower than the local rates charged in urban areas. Likewise,
intrastate long distance rates for calls between rural towns of a particular distance apart
were set at the same level as the rates charged for intrastate long distance calls
between larger cities separated by a similar distance, even though the cost of providing
that service was greater for the rural routes. This practice is known as rate averaging,
and it is, at present, a basic policy used by the Commission when it establishes
intrastate rates.

B. The Monopoly “Regulatory Bargain” and its Gradual Erosion

Prior to introduction of competition in the telecommunications industry,
there existed a so-called “regulatory bargain.” Pursuant to this bargain, the State
granted to the telephone carriers a monopoly franchise in a particular service territory.
In exchange for this exclusive franchise, the carriers were expected to provide service
to all customers residing in the territory. Today, these carriers are known as Incumbent
Local Exchange Carriers (“ILECS”). For its part, the State, through the Commission, set
rates at levels which would allow the ILEC an opportunity (but not a guarantee) to
receive revenues that would cover all of its prudently incurred costs and also to earn a
reasonable return on its investment in plant and equipment. Schedules of rates for
various services were filed with the Commission as tariffs. Any customer within the
ILEC’s territory could purchase service pursuant to the terms, conditions, and rates set
forth in the tariff. As noted above, the rate schedules were designed not only to cover
the ILEC’s revenue requirement, but also to advance policies such as rate averaging
and implicit subsidization.

The introduction of competition, first in the long distance market and then
in the local exchange market, has gradually eroded the underpinnings of the historical
“‘regulatory bargain.” The exclusivity of the “monopoly” franchises has been eliminated.
Competitors, particularly those with considerable network facilities of their own, are able
to select precisely where they will provide service. Such competitors generally favor
lower-cost, more densely populated areas and are able to set their rates accordingly.
The lower-cost areas for a competitor tend also to be the lower-cost areas for the ILEC.
Through aggressive pricing, made possible in part by the fact that competitors are not
obligated to serve in high-cost areas, competitors take customers from the ILEC whose
rate structure is based on rate averaging principles. This phenomenon is commonly
known as “cream skimming” or “cherry picking.” As the ILEC loses its most “profitable”
lines to competitors, the opportunity for cross-subsidization and rate averaging by the
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ILEC diminishes. This situation began in Maine about ten years ago and is at least
partly responsible for Maine’s largest ILEC — Northern New England Telephone
Operations, LLC d/b/a FairPoint Communications-NNE (“FairPoint-NNE”) — losing a
substantial number of customers (over half in urban areas) to competitors.”

C. Description of the Telephone Industry in Maine

Regulated landline telephone service consists of the following services:
local exchange service, intrastate interexchange (or “in-state” long distance) service,
and interstate interexchange (“out of state” long distance) service. The Commission
regulates local and in-state service and the Federal Communications Commission
(“FCC”) regulates interstate service. Wireless mobile carriers are regulated by the FCC.

The Commission regulates three types of landline carriers: ILECs,
Interexchange Carriers (“IXCs”) that provide in-state or interstate long distance services,
and Competitive Local Exchange Carriers (“CLECSs”) that provide local service in
competition with ILECs and other CLECs. The Commission’s regulation of CLECs and
IXCs is more relaxed than its regulation of ILECs because market forces tend to
discipline the prices charged by CLECs and IXCs.

Traditionally, regulated ILECs have dominated the markets in their service
territories. However, within a short period of time Maine’s telecommunications industry
has followed national trends and experienced substantial and transformational change.
Cable television providers such as Time Warner Cable and Comcast now offer
telephone service using fixed voice over internet protocol (“VolP”) technology to their
customers in most of their franchise territories. CLECs also offer voice and broadband
services, and sophisticated information services to business customers. As phone and
cable companies work to improve the quality of their broadband services, customers
can now seek out a nomadic (or “over-the-top”) VolP provider to receive phone service
over the internet. This option, for those with broadband, allows a customer to bypass
traditional phone providers and cable providers offering phone service through their
networks. Finally, many customers receive voice and data services through mobile
wireless devices.

Recent revenue reports from ILECs and CLECs suggest that consumers
are migrating from traditional wireline service to other voice services. Specifically, the

"As part of the federal Telecommunications Act enacted in 1996, Congress adopted the so-called “rural
exemption” which partially protects rural carriers from some competition and, therefore, allows a portion of
the “regulatory bargain” to continue to exist. Five rural carriers in Maine have asserted this exemption
with respect to requests made for interconnection meant to facilitate entry by Time Warner Cable into the
local exchange market in a portion of these rural carriers’ service territories. Resolution of these rural
exemption issues has been, and continues to be, the subject of litigation before the Commission.
However, the rural exemption has no insulating effect from competition by wireless providers. As a result,
even those carriers which have thus far successfully asserted the rural exemption are experiencing an
erosion of the regulatory bargain and cannot be expected to continue to provide ubiquitous service at
average rates through a policy of implicit subsidy.
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overall size (in dollars) of the market for retail wireline service is diminishing. Also, the
cable VolIP providers’ share of that diminishing market is increasing while FairPoint-
NNE’s share is decreasing by a like amount. The following pie charts delineate this
trend beginning in 2004 and ending with the most recent report in 2010. 8

2004 Intrastate Retail Telephone Revenues

All Other CLECs
$121,459,771 - 25%

Time Warner
$6,084,475 - 1%

All Other ILECs
$24,413,852 - 5%
Verizon

FairPoint Classic $308,546,713 - 64%

$22,697,381 - 5%

$483,202,192

2010 Intrastate Retail Telephone Revenue
And Percentage of Revenue by Carrier

CLECs
$72,307,018 - 25%

FairPoint
(Former Verizon)
$142,845,334 - 49%

Comcast
$1,943,487 - 1%

Time Warner
$35,983,576 - 12%

All Other ILECs \
$20,111,376 - 7% FairPoint Classic
$17,756,775 - 6%

$290,947,566

® FairPoint-NNE operates the former Verizon network in Maine; the FairPoint Classic companies were
owned by FairPoint Communications prior to the FairPoint/Verizon merger. FairPoint Classic includes
China Telephone, Northland Telephone Co., Community Service Telephone Co., Sidney Telephone Co.,
Maine Telephone Co., and Standish Telephone Co
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1.

ILECs

There are twenty-three ILECs providing voice telephone service in
Maine. The largest is FairPoint-NNE, which operates the network previously owned by
Verizon Communications. The following table organizes the ILECs into ownership
groups. UniTel and Union River are the only two ILECs that are independently owned
(i.e., not a part of a larger communications holding company such as FairPoint or TDS).
The table also provides a profile of the number of access lines subscribed to by
customers of each ILEC from 2008 through 2009.°

2008 2009 2010 Percent Percent
ILEC Group ILEC Name Access | Access | Access Change Change
Lines Lines Lines 2008-2009 | 2009-2010
FairPoint China Telephone 2,700 2,265 2,032 -16% -10%
Northland Telephone 20,764 | 18,295 17,381 -12% -5%
Community Service o o
Telephone 9,280 8,156 7,306 -12% -10%
Sidney Telephone 1,254 1,060 933 -15% -12%
Maine Telephone 8,163 6,870 5,928 -16% -14%
Standish Telephone 5,753 4,677 4,093 -19% -12%
FairPoint-NNE 411,345 | 378,969 | 340,333 -8% -10%
Unitel UniTel 4,386 4,282 4,001 -2% -7%
Union River Union River 1,260 1,224 1,190 -39 3%
Telephone.
TDS Cobbosseecontee 645 554 501 -14% -10%
Tel. & Tel.
Hampden Telephone 2,857 2,581 2,439 -10% -6%
Hartland & St. Albans 3,659 3.350 3.104 8% 7%
Telephone
Island Telephone 620 600 591 -3% -2%
Somerset Telephone 10,509 9,634 9,200 -9% -5%
Warren Telephone 1,528 1,347 1,250 -12% -7%
West Penobscot 2207 | 2056 1963 7% 5%
Telephone
Lincolnville . .
Telephone Lincolnville Networks 1,794 1,749 1,689 -3% -3%
Tidewater Telecom 10,261 9,762 9,378 -5% -4%
oTT Mid-Maine o o
Communications | Communications 5,228 4,699 4,228 -10% -10%
Pine Tree Tel & Tel. 5,373 4,820 4,202 -10% -13%
Saco River Tel. & 7079 | 6202| 5444 12% -12%
Oxford Networks | Oxford West 6.373 6.011 5709 6% 5%
Telephone.
Oxford Telephone. 5,595 5,277 5,032 -6% -5%
Total Retail Access | 559 693 | 484,440 | 437,927 -8% 10%

Lines

° Data retrieved from Annual Reports by carriers to the Commission from 2008 to 2010 (Retail Access
Lines includes ILEC lines resold by other companies.
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i. ILEC Share of the Market for Telephone Service is
Declining

Over the last several years, overall subscribership to
traditional wireline telephone service has diminished.

Retail Access Lines

600,000

528,693

484,440

500,000 -

437,927

400,000 -

300,000 -

200,000 -

Access Lines in Use

100,000 -

2008 2009 2010
Source: 2008, 2009, 2010 Annual Reports from Carriers to Maine PUC

ii. ILEC Phone Rates

Under state and federal law, ILECs must provide voice
service to all customers within their respective service territories. The cost to an ILEC
of providing phone service varies. For example, while the cost of providing service to
customers in urban areas may be relatively small, the cost of provisioning or
maintaining service to rural areas can be high.

Under traditional cost-of-service regulation, the Commission
sets the rates for phone service. The Commission-established rates for every service
offering of an ILEC are set forth in a tariff that is filed by the ILEC with the Commission.
The purpose of a tariff is to establish a publicly available document setting forth the
price that may be offered for each service and, consequently, the price at which any
individual customer is entitled to receive that service from the utility. A tariff also
contains the “terms and conditions” on which such service may be offered. In effect, a
tariff establishes a standard contract between the utility and its customers without the
need for the negotiation of individual contracts for specific services.
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The following chart shows the lowest-priced “basic” service
rates of ILECs, cable companies, and wireless companies in Maine, and also the lowest
priced unbundled broadband plans."°

Type of | Lowest Priced | Broadband Rate

Company Carrier | Basic Service (unbundiled)
FairPoint Classic'' ILEC™ $17.58 N/A
FairPoint-NNE ILEC $14.69 $20.99 and up
UniTel Co. ILEC $17.58 $44.95

Union River Telephone Co. ILEC $17.58 $44.95 and up
TDS™ ILEC $17.58 $34.95 and up

Lincolnville Telephone Co. ™ ILEC $17.79 $37.95 and up
oTT"” ILEC $14.35 N/A

Oxford Networks'® ILEC $11.85 $37.95
Comcast Cable Cable"’ $24.95 49.95
Time Warner Cable Cable $39.95 54.99
Polaris Cable Cable $44.95 N/A
MetroCast Cable $44.95 $36 - $73

Bee Line Cable Cable $39.95 $30 - $63
AT&T Mobile® $39.99 N/A

T-Mobile Mobile $39.99 N/A

Verizon Mobile $39.99 N/A

Sprint Mobile $29.99 N/A

U.S. Cellular Mobile $29.99 N/A
TracFone Mobile $20.00 N/A

10 The characteristics of services are not necessarily comparable. For instance, wireless rates include
long distance calling and where ILEC basic service does not. Also, the figures presented in the chart do
not include the Subscriber Line Charge, a federal rate charge that exceeds $6.00 / month.

" FairPoint Classic includes China Tel. Co., Northland Tel. Co., Community Service Tel. Co., Sidney Tel.
Co., Maine Tel. Co., and Standish Tel. Co.

' Some rates may vary between individual exchanges.

3 TDS includes Cobbosseecontee Tel. & Tel. Co., Hampden Tel. Co., Hartland & St. Albans Tel. Co.,
Island Tel. Co., Somerset Tel. Co., Warren Tel. Co., and West Penobscot Tel. Co.

" Lincolnville includes the companies of Lincolnville Networks and Tidewater Telecom.
® OTT includes Saco River Tel. & Tel. Co., Pine Tree Tel & Tel Co., and Mid-Maine Communications.
'® Oxford Networks includes Oxford Tel. Co. and Oxford West Tel. Co.

'" Lowest Priced Basic Service includes unlimited local and long distance calling plans from Time Warner,
Polaris, Metrocast, and Bee Line Cable, and Comcast’s unlimited local calling plan.

'® Basic plans from mobile carriers are minute-based, as follows: AT&T (450 minutes); T-Mobile (500);
Verizon (450); Sprint (200); U.S. Cellular (200); TracFone (100).



Plan of the Maine Public Utilities Commission to Reform Telecommunications Regulation

iil. ILEC Take Rates of Voice Services

ILECs offer their services throughout their service territories,
and have fully built out their networks. Consequently, every resident in the state can
purchase telephone service from an ILEC. Although many ILECs do not keep track of
the percentage of customers living in their service areas who purchase service from
them (a percentage commonly known as a “take rate”), information received from those
ILECs that do track such data suggests take rates between eighty and one-hundred
percent for most rural areas. In more urban areas, or areas closer to urban centers, the
available data suggest a take rate of approximately fifty-five to seventy-five percent.

2. CLECs

ILECs offer telephone service to all households in Maine; however,
in many parts of the state consumers have choices if they desire an alternative.
Currently, there are seventy-two CLECs in Maine. As most of these CLECs focus on
competing with the ILECs for business customers, the number of CLEC options
available to residential consumers is more limited. Although CLECs must obtain
authority to provide service from the Commission, they are subject to less Commission
oversight than the ILECs. CLECs are not required to offer service to all residents in a
given exchange, and they are not required to offer basic local phone service at all. To
the extent that a CLEC purchases services from ILECs at wholesale rates, the CLEC
may seek enforcement of the legally mandated obligation of ILECs to make their
facilities available to competitors. Further, the Commission frequently resolves
wholesale billing disputes between ILECs and CLECs.

3. Cable VoIP Telephone Providers

Five cable television companies provide retail telephone service
using VolP technology to residential and business customers in Maine. While the
Commission has limited regulatory authority over these companies, they do provide the
Commission with an annual report of their retail revenues from the phone service
portion of their business each year. The report also includes the number of customers
for each carrier broken down by service by zip code or town. As of December 31, 2010,
a total of 139,279 customers purchase VolP voice services from Time Warner Cable,
Comcast, Bee Line Cable, and MetroCast Cablevision. Data is not available for Polaris
Cable, which operates in Northern Maine.

10
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Cable VolP Subscribers by Major Provider
139,279 Total Cable VolP Customers
(2010 Annual Report Data)

Bee Line Cable Comcast
1,849 Subscribers 6,229 Subscribers
1% of Market 4% of Market

MetroCast
3,048 Subscribers
2% of Market

Time Warner
128,153 Subscribers
93% of Market

The service territories of the cable companies are established through negotiated
franchise agreements between the companies and municipalities — a process over
which the Commission does not have jurisdiction. Many of those franchise agreements
were first negotiated prior to the adoption by the cable companies of the technology
through which they now provide voice services. The extent of a cable company’s
obligation to build out its facilities is commonly established by the negotiated franchise
agreement and, generally, cable companies have not built out their facilities throughout
the entirety of their franchised territories. Moreover, in some instances a cable
company offers cable television and broadband service, but not voice service, in
particular sections of its territory. The following map provides an overview of the
franchise territories, by zip code, of Maine’s cable VolP providers. Again, cable service
is not available ubiquitously throughout the territories displayed in the map.

11
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VoIP Phone Service Offered by Cable Provider
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As the map and pie chart indicate, Time Warner possesses the
largest, most densely populated cable service territory in Maine, and is the
overwhelming market leader for cable VolP service. The chart below details the overall
growth of the phone revenues of Time Warner and Comcast since 2004.

Residential Retail Revenues for Time Warner Cable and Comcast

$45,000,000

$40,257,044
$37,396,568
$40,000,000
$33,503,611

$35,000,000

$30,000,000
» $24,661,927
8 525,000,000
=
o
E:’ $20,000,000

$11,697,684
$15,000,000
$8,820,638
$10,000,000
$6,084,475 7
$5,000,000 ] I
$0 - \ \ ‘
2004 2005 2006 2007 2008 2009 2010

Reporting Year from Annual Reports

B Time Warner Cable B Comcast

Cable VolP providers employ technology which is somewhat
different than that used by traditional ILECs or CLECs, even though both technologies
depend on a wired connection to the customer’s premises. ILECs generally provision
phone service over copper wires and the electronic signals carrying the voice
communications are routed through switches. This service, commonly known as plain
old telephone service (“POTS”), has been the basic model for traditional landline phone
service for the past hundred years — although modern technology has improved the
efficiency of this service. Phone service provided by a cable company is also carried
over wires in the form of coaxial cable, but the data containing the voice
communications are contained in packets conforming to internet protocol (“IP”) and are
routed over the company’s proprietary network, without the use of traditional switches.
Consequently, in order to receive telephone service from a cable company, a customer
must also have a broadband connection supplied by that same company. Although
some cable companies offer a voice-only plan, such service is also dependent on a
broadband connection, although a customer choosing such a plan is not able to use that
connection to access the internet. As of September 2011, cable providers offer stand

13
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alone voice service at between $40 and $45, with several offering promotional plans,
with contractual terms, starting at around $29.95.

Another major distinction resulting from the difference in technology
between traditional POTS phone service as offered by LECs and the telephone service
offered by cable providers is that the POTS lines have an electrical current running
through them independent of the general electrical service to a customer’s premises
supplied by the electric utility, whereas VolP lines do not. As a consequence, cable
VolIP service requires continuous power at the customer’s premise. Unless a cable
company provides its customer with a built-in battery backup system (and some do,
although not Time Warner or Comcast), VolP phone service (and broadband and
television) is interrupted during a power outage. By contrast, a POTS customer will
generally continue to have phone service during a power outage provided that: 1) the
customer has at least one “corded” telephone attached directly to a telephone jack; and
2) the root cause of the power outage, such as downed tree severing a power line, has
not also independently disrupted the telephone line.

4. “Over the Top” or “Nomadic” VolP Providers

So-called “over the top,” or “nomadic,” VolP service is a voice
product that is available to consumers who have a broadband connection. These VolP
services are generally not bundled with broadband service. Examples of such services
are those offered by Vonage, Magic Jack, and Ooma. There are various pricing models
employed by such VolIP providers. Vonage, for example, provides packaged local and
long distance plans starting at around $14.95 and then increasing to $24.99 a month
after three months. Another model, adopted by Ooma, requires the up-front purchase
of specific hardware, at a price in the $200-$300 range, and modest monthly fees of
approximately $3.50 to cover various taxes, USF fees, and E911 charges. The FCC
has preempted the States from regulating both the entry into the local market of these
“over the top” VolIP providers and the rates which they charge for their services.

14
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5. Mobile Wireless Providers

Federal preemption generally limits regulatory oversight by the
Commission of what is perhaps the most significant segment of the voice services
market in the state — mobile wireless. According to estimates from the Federal
Communications Commission, in 2010 there were 1,121,206 wireless users in Maine.

Phone Subscriber Customer Counts
Cable VolP Customers
139,279 - 8%

2010 Annual Report Data

437,927 ILEC

Access Lines - 26%
2010 Annual Report Data

Mobile Customers
1,121,206 - 66%

10-17-2011 FCC Form 477 Data

i The Extent of Wireless Substitution for Land Lines

The wireless industry has grown dramatically in Maine. The
number of wireless lines in Maine far exceeds the number of wired lines (both POTS
and cable VolIP). Given the essential nature of cell phones (mobility) and their
increasing popularity, it is common for more than one member of a household to
subscribe to cellular service, and any given individual may have multiple subscriptions.
In contrast, with the near extinction of the dedicated residential fax line, the dedicated
line for dial-up internet access, and the separate “teenager” line, most households
generally have a single wired telephone line if they have one at all. Consequently, it is
difficult to determine, based on subscribership figures alone, precisely how many
customers have completely “cut the cord” and substituted cellular service for wireline
service. The United States Centers for Disease Control and Prevention (“CDC”), relying
on data collected through a customer survey, recently published its estimate of wireless
for wireline substitution rates for each state.'® The CDC report presents these
estimates in the form of the percentage of adults and children living in households that
do not have a landline telephone. These estimates, while certainly not conclusive, are
consistent with a growing trend of “cord cutting” in Maine.

'¥ National Health Statistic Reports. Wireless Substitution: State-level Estimates from the National Health
Interview Survey, January 2007-June 2010. U.S. Department of Health and Human Services, Centers for
Disease Control and Prevention.
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25

Maine Wireless Substitution Estimates
Percentage of Adults Living in
Wireless-Only Households

20

22.9
20.5
15.9
July 2007-Jun 2008 July 2008 - Jun 2009 July 2008 - Jun 2010
Source: CDC Modeled Estimates, April 21, 2011
ii. Mobile Plan Comparisons

The following chart reflects the lowest-priced subscription
plans offered by wireless providers, as advertised on each company’s web site. These
low-priced plans do not necessarily include data plan options or other advanced

features.
Mobile
Company Plan Minutes | Monthly Cost | Notes
AT&T Nationwide calling 450 $39.99
T-Mobile Nationwide calling 500 $39.99
Verizon Nationwide calling 450 $39.99
Sprint Nationwide calling 200 $29.99
U.S. Cellular Nationwide calling 200 $29.99
Based on 1200
i inut hased
TracFone Prepaid 100 $20.00 | annualy; sevice s
Nationwide resold from another
top tier carrier
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D. Description of the Existing Regulatory Regime
1. Regulation of Entry into Market
i Entry

Title 35-A M.R.S.A. § 2102 requires the Commission to
regulate entry into all utility markets, including telephone service. Under that Section, all
entities desiring to provide telephone service “in or to any municipality in or to which
another public utility is furnishing or is authorized to furnish a similar service” must
obtain the approval of the Commission. “Telephone service” and “Telephone utility” are
defined in 35-A M.R.S.A. § 102(18-A) and (19). To grant authority to provide telephone
service, 35-A M.R.S.A. § 2105 requires the Commission to find “that public convenience
and necessity require a 2nd public utility.”

The federal Telecommunications Act of 1996 (“TelAct”)
restricts the Commission’s authority to deny an application to provide telephone service
by a “second” or any subsequent telephone utility (i.e., a competitor). Title 47 U.S.C. §
253 requires states to remove “barriers to entry.” Subsection (a) of Section 253 states,
“No State or local statute or regulation, or other State or local legal requirement, may
prohibit or have the effect of prohibiting the ability of any entity to provide any interstate
or intrastate telecommunications service.” 47 U.S.C. § 253(a). States, however, may
‘impose . . . on a competitively neutral basis . . . requirements necessary to preserve
and advance universal service, protect the public safety and welfare, ensure the
continued quality of telecommunications services, and safeguard the rights of
consumers.” 47 U.S.C. § 253(b).

The Commission granted authority to provide competitive
interexchange telephone service on numerous occasions prior to enactment of the
TelAct. It has granted authority for both interexchange and local service hundreds of
times since, thereby encouraging entry to both markets. It has never denied authority
based on a consideration of “need.” It has, however, rejected requests for authority
when the applicant fails to comply with the bonding or in-state asset requirements of 35-
A M.R.S.A. § 2102(1)(A). Under that provision, the applicant must either show that it
has $250,000 in fixed assets in Maine or must “maintain a surety bond in the amount of
$250,000 to ensure that the telephone utility has the financial ability to meet its
obligations under [Title 35-A].” Some applicants have been able to comply with these
requirements; others have not.

ii. Number Conservation

Pursuant to 35-A M.R.S.A. § 2102, the Commission grants
authority to local exchange carriers (“LECSs”) where the carrier maintains its own
facilities. These facilities-based LECs typically require “number resources,” i.e., all or a
portion of the three-digit number (an “NXX”) that follows the area code and precedes the
last four digits in a 10-digit phone number (NPA-NXX-XXXX). Up to 10,000 four-digit
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numbers are available within a 3-digit NXX. Within an area code (an “NPA”), there are
up to 800 NXX codes (1 and 0 cannot be used as the first digit). The 207 area code for
Maine has about 8,000,000 numbers available if all the four-digit (“XXXX”) numbers
were used in an NXX.%°

The Commission has been vigilant in conserving numbering
resources. Thus, every Commission order granting or expanding authority to serve is
limited to those exchanges where the carrier can actually provide service within six
months of the grant of authority. In addition, the North American Numbering Plan
Administrator (“NANPA”) requires that LECs that obtain either new NXX codes or
thousand-number blocks from the number pool must activate the code or block (and
report such activation) within six months of the block assignment. If the LEC fails to
make a timely report of activation of the block or NXX code, NANPA will reclaim the
block or code after a reasonable remedy period and after consultation with the state
regulatory commission. In the vast majority of cases, carriers have made timely reports
of the activation of blocks (sometimes requiring gentle reminders from the
Commission’s staff) or have promptly returned blocks if they determined that activation
would not occur within a reasonable period of time.

The Commission has been involved in number conservation
efforts since if first received reports from the NANPA stating that the 207 area code
would soon be “exhausted” (all numbers used). The Commission’s efforts in this regard
have been successful in preventing exhaustion. It is clearly not in the public interest for
Maine to have a second area code as it would be disruptive to both residential and
business customers. One method of adding an area code is to split a state into two
geographic areas. One portion of the state would retain the 207 code, and the other
portion would be assigned the new code, thereby precipitating a difficult economic and
political decision. Customers in the area with the new code would need to change the
first three digits of their phone numbers. The other alternative is an “overlay.” The 207
area code would continue to serve the whole state, but all new numbers would be
assigned the new area code. Either relief method would require 10-digit dialing (rather
than 7-digit) for all in-state calls. Callers in a local area would then have to know (or
look up) the area code for all other customers in their local calling area as well as
throughout the state. In light of the public interest in conserving a single area code for
Maine, it is important that the Commission retain the power to require all LECs to obtain
Commission authority before they enter the market.

 The “number portability” requirement of 47 U.S.C. § 251(b)(2) provides that when a customer leaves
one local exchange carrier for another serving the same exchange, the first LEC must “port” a requesting
customer’s number to the new LEC. In addition to encouraging competition by making it less disruptive
for a customer to switch providers, this requirement has the effect of reducing the need for the new carrier
to obtain numbering resources.
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2. Regulation of Retail Rates
i General Provision — Section 301

Title 35-A M.R.S.A. § 301 contains the foundational
principles underlying regulation of the rates of public utilities. Subsection 2 of Section
301 states that “Every public utility shall furnish safe, reasonable and adequate facilities
and service.” Subsection 3 states that “Every unjust or unreasonable charge for public
utility service is prohibited and declared unlawful.” Finally, subsection 1 contains a
service component: “Every public utility shall furnish safe, reasonable and adequate
facilities and service.”

ii. Rate Regulation and Changes in Rates for Incumbent
Local Exchange Carriers

Cost of service rate regulation, sometimes called “traditional”
or “rate of return” regulation sets rates based on a utility’s expected costs. Although the
utility’s recent historical costs and revenues serve as a starting point for determining
expected costs and revenues, future costs and revenues may deviate from the historical
ones.

There are various kinds of costs that are recognized in
establishing rates under cost of service regulation. These include cash expenses such
as maintenance, management, taxes, and billing functions. Expenses also include non-
cash expenses such as depreciation, which is the gradual decline in the value of capital
investment as those assets age. Finally, there is the cost of adding needed new
investments in plant, whether to provide new forms of service, service to new areas or
simply to replace plant that has depreciated to the point where is must be retired. This
last group can be called “capital costs,” the cost of which affects rates over the life of the
plant, not immediately, both through depreciation expense (return of capital) and return
to investors and creditors (return on capital).

The net amount of the investment in plant necessary to
provide utility service (the original investment less accumulated depreciation) earns a
‘return.” The net amount of a utility’s total investment is known as the “rate base.” The
annual return is determined by multiplying the “rate base” by the utility’s “cost of capital,”
which is a mixture of debt (interest) and equity (the return expected by the utility’s
investors). The cost of capital (or the “rate of return,” expressed as a percentage) is the
weighted average of the cost of debt (interest) and the cost of equity (return to

investors).

Although this kind of rate-setting is often referred to as “rate
of return” regulation, as can be seen from the description above, the rate of return (the
amounts of return that investors receive for their investment) is only one of the
components of the cost of service that serves as the basis for determining revenue
requirements and setting rates under this type of regulation.
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Rates of telephone carriers are subject to actual or potential
rate regulation under the statutes contained in Title 35-A in three major ways. First,
those carriers that are required to file “tariffs” (rate schedules and terms and conditions)
with the Commission may file a proposed change in rates pursuant to 35-A M.R.S.A. §
307. For the past several years, only ILECs have been required to file tariffs. The
Commission, pursuant to the authority in 35-A M.R.S.A. § 307-A, promulgated a rule in
2007 (Chapter 214) stating that CLECs and IXCs shall not file tariffs. Although ILECs
must continue to file tariffs for their local exchange service, they are exempted by the
Rule from filing tariffs for interexchange and some other forms of service.

If an ILEC files a change in its tariffed rates pursuant to
Section 307, the Commission may either allow the change to become effective in 30
days, or it may “suspend” the rates for up to an additional eight months while it
investigates the proposed rate change. A utility may file a “general increase in rates,”
defined as an increase in total rates of more than one percent. It may file a general
increase only once a year.

Under 35-A M.R.S.A. § 1303, the Commission on its own
motion may investigate the rates of any public utility if it has reason to believe the
utility’s rates are not “just and reasonable.” Finally, under 35-A M.R.S.A. § 1302, ten or
more “persons aggrieved” may file a complaint against a utility about rates or any other
“‘unreasonable” or “discriminatory” act or practice. The Commission must investigate
the claims made in such a complaint unless it finds them to lack merit. Agro v. PUC,
611 A.2d 566 (Me. 1992).

In undertaking a formal rate investigation, the Commission
must follow two principles in determining “just and reasonable” rates. First, the
Commission “shall provide such revenues to the utility as may be required to perform its
public service and to attract necessary capital on just and reasonable terms.” This
statement is a classic summary or rate-of-return rate regulation. Second, the
Commission “shall, to a level within the commission's discretion, consider whether the
utility is operating as efficiently as possible and is utilizing sound management
practices, including the treatment in rates of executive compensation.” 35-A M.R.S.A. §
301(4).

Under 35-A M.R.S.A. §§ 9102-9103, the Commission may
(and has, for Verizon and FairPoint-NNE) adopt an “alternative form of regulation”
(“AFOR?”) for telephone utilities. No other ILEC has ever asked the Commission that it
be subject to an AFOR. Section 9102 states, “The alternative form of regulation . . .
need not conform with [Sections 301-314] to the extent that the provisions of chapter 3
require the use of rate-base, rate-of-return or any other specific form of regulation of the
rates of a telephone utility.” The Commission has never held, however, that it will ignore
the general “just and reasonable” rate mandate of Section 301. Moreover, Section
9103(1) states:
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[T]he commission shall, in order to ensure that rates at the
starting point of the alternative form of regulation are just and
reasonable, conduct a revenue requirement and earnings
review pursuant to the standards of section 301. In
conducting such a review under this subsection, the
commission, at its discretion, may conduct the review in a
manner designed to minimize the cost of the review.

35-A M.R.S.A. § 9103(1) (amended 2008).

An AFOR is “incentive regulation.” Its purpose is to provide
an incentive for a utility to operate efficiently. Under incentive regulation, the
Commission will not lower the utility’s rates if the utility increases profits by operating
more efficiently. The fact that the utility may realize and keep extra profits under this
system creates an incentive for efficient operation. Conversely, if a utility operates
inefficiently, it is not permitted to file a rate case claiming it cannot meet its costs. The
primary tool that creates this incentive is the “stay-out.” Section 9103(1) requires that
an AFOR be at least five years long (and may be up to 10). Incentive regulation
replaces strict cost-based “rate-of-return” regulation, under which rates are closely tied
to costs, and rate cases can be filed frequently (as often as once a year in Maine). The
perceived problems with strict cost-base regulation are that a utility can simply boost
costs because there is no incentive not to do so, because it can readily increase rates to
cover those costs, and it can be very difficult for utility commissions to uncover waste
and “gold plating” of plant.

Although the starting point of an AFOR must be cost-based,
over time the amount of revenue that a fixed level of rates will produce will depart from
current costs, particularly if a utility responds to the incentive and is more efficient. Of
course, such a departure can occur in the opposite direction, if, for some reason, the
utility is less efficient. The Maine AFORs have allowed Verizon and FairPoint-NNE
considerable pricing flexibility (upward or downward) for services other than basic local
service. Moreover, for basic local service, the company has complete discretion to
lower rates. The fact that the AFOR establishes only a cap on basic local service is
significant, because it affords the company the freedom to lower its rates where the
company determines that it is necessary to do so in a competitive market. That
flexibility is another way for a company under an AFOR to increase “efficiency” if it can
increase revenues (and profits) through pricing strategies.

The incentive to increase profits through efficiency can also
act to increase profits in another way — cutting costs by degrading service quality. Thus,
it is universal for AFORSs to contain a Service Quality Index (“SQI”). The Commission
has included SQls in the two Verizon AFORs and the current FairPoint-NNE AFOR, and
considers them integral to the AFOR rate structure. Under the SQl, if FairPoint-NNE
fails to meet “benchmark” service quality standards, it must credit customer bills with a
SQl rebate. The requirement to pay these rebates is intended as an incentive not to
degrade service. During the second Verizon AFOR, it became apparent that the
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incentive was not sufficiently strong because Verizon consistently failed to meet the
benchmarks of several metrics. Accordingly, in the AFOR for FairPoint-NNE (approved
simultaneously with the transfer of service from Verizon to FairPoint-NNE), the parties,
including both Verizon and FairPoint-NNE, agreed to additional metrics and to a
doubling and tripling of rebates for each metric benchmark that FairPoint-NNE failed to
meet in consecutive years. Even with some initial phasing-in of several of the SQI
benchmarks, FairPoint-NNE failed to meet ten of the fourteen metric benchmarks in the
first three years of the current SQI, and incurred double rebates for the SQI year 2009-
10. It would have incurred triple rebates for each of the four benchmarks that it missed
during the 2010-11 SQlI year, except that the Resolve removed the SQI rebate
multiplier.

iii. Rates Changes and Rate Regulation for Other Carriers

As noted above, CLECs and IXCs are not required to file
tariffs. Thus, since 2007, the Commission has not had the ability to initiate a rate
investigation pursuant to Section 310 of Title 35-A. The Commission may still
investigate a competitive telephone utility’s rates pursuant to Section 1303 or 1302 (10-
person complaint) but, as a practical matter, CLECs are subject to market forces only.

iv. Universal Service Support of Rates
a. Federal USF

A number of federal support mechanisms now help
keep prices low for rural subscribers. The National Exchange Carriers Association
("NECA”) files average interstate access tariffs at the FCC under which local exchange
carriers receive payments from long distance carriers for interstate long distance calls.
Long distance carriers pay local carriers the average rate, and local carriers either pay
into or draw from the NECA “pool” according to their actual costs. High cost rural
carriers currently receive extra financial support through this “pooling” mechanism.
Large companies pay into this “pool,” but do not draw funds from the pool. This
contribution to costs of smaller telephone carriers is called “long term support.” Without
this support, the average phone bill of rural US subscribers to carriers other than the
former Bell companies would increase by almost $4.00 per subscriber per month.?’

“Separations” is another source of federal support.
Local exchange carriers serving fewer than 50,000 telephone lines are permitted to
allocate a higher proportion of their switching costs to the interstate jurisdiction for cost
recovery through interstate rates and access charges. Even through switching costs
are largely composed of the fixed costs of the local telephone switch, rural companies
are permitted to allocate those costs in proportion to the minutes of use for interstate
versus intrastate calls. Local carriers with fewer than 10,000 lines allocate three times

! Northern New England Telephone Operations, LLC d/b/a FairPoint Communications-NNE is
considered a former Bell company, referred to as a Regional Bell Operating Carrier or “RBOC.”
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the amount of switching costs to the federal, interstate jurisdiction, through a procedure
called Dial Equipment Minute (“DEM”) weighting. Local carriers with 10,001 to 20,000
access lines have DEM weighting factor of 2.5 and carriers with 20,001 to 50,000
access lines have a DEM weighting factor of 2. In no case can carriers allocate more
than 85 percent of the total switching costs for recovery through interstate rates.
Without this federal subsidy through the separations DEM weighting factor for rural
telephone carriers, intrastate rates for customers of such telephone carriers would
increase by about $4.00 per month per subscriber.

The FCC rules also currently assign 25 percent of the
costs of the “local loops” to the interstate jurisdiction. Loops are the lines between the
subscriber’s telephone and the local telephone switch. Many carriers recover those
costs through the access charges paid by carriers to complete interstate toll calls and
through end user charges that are limited to $6.50 per month.

Rural telephone carriers generally have low
subscriber densities and consequently high costs per subscriber. In addition to the
support mechanisms, the FCC is required by federal law to create a USF (sometimes
called the “high cost fund”) to subsidize these costs in rural areas. Local carriers with
loop costs greater than 115 percent of the national average are eligible for additional
support from this fund. NECA collects these additional funds from interstate carriers
and then distributes such funds to high-cost local exchange carriers. Without this
subsidy and the other support mechanisms, some rural telephone subscribers would
see a monthly rate increase of over $100 a month, with the average subscriber seeing
an increase of approximately $40 per month.
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The following map depicts the cost per line (without
the application of support mechanisms) for serving individual exchanges in FairPoint-
NNE’s territory.
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In addition, without this USF subsidy, the interstate
access charges for rural telephone carriers would be higher than the access charges of
large companies. These higher access charges would undermine the policy of
geographic rate averaging for long distance calls.

The combined effect of de-averaging long distance
rates and removing the four major federal support mechanisms for rural companies
would be to increase the average monthly phone bill for rural subscribers (including both
local and long distance charges) by approximately 70 percent to an average of over
$40.00 per month. The changes in rural phone bills, without these subsidies, would
range from an increase of $4.00 per month for subscribers to one rural telephone
company in York County to an increase of over $200 per month for subscribers to a
rural telephone company in Washington County.

The historic methods of supporting rural telephone
service are increasingly undermined by the pressures of competition. It is not possible
to retain all of the support mechanisms in their present form indefinitely. Moreover, the
FCC has recently announced significant changes in the structure and amounts available
through inter-carrier compensation. While the impact on Maine is at this point uncertain,
the task of maintaining a support mechanism for rural companies in Maine will likely
become more of a challenge. The recently adopted FCC Order proposes to end all
intercarrier compensation and move to a “bill-and-keep” mechanism which would
eliminate access charges.?? Thus, it is entirely possible that the burden of supporting
basic local exchange service, to the extent it is required, will fall increasingly on states.

b. Maine USF

35-A M.R.S.A. § 7104 (“Affordable Telephone
Service”), requires the Commission to establish a state universal service fund. The statute
authorizes the Commission to require “providers of intrastate telecommunications
services to contribute” to the Maine USF, and the Commission has done so.

In addition, 35-A M.R.S.A. § 7104-B requires the
Commission to establish a “telecommunications education fund” to fund
telecommunications and internet services, computers, and training for schools and
libraries. The statute requires the Commission to require “all telecommunications carriers
offering telecommunications services in the State” to contribute to the Maine
Telecommunications Education Access Fund (“MTEAF”).

The two Funds are similar in that they provide support
for telecommunications and related activities. Under the Rules adopted by the

%2 Connect America Fund et al., WC Docket No. 10-90 et al., Report and Order and Further Notice of
Proposed Rulemaking, FCC 11-161 (rel. Nov. 18, 2011). Under bill-and-keep, a carrier generally looks to
its end-users — which are the entities and individuals making the choice to subscribe to that network —
rather than looking to other carriers and their customers to pay for the costs of its network. Id. § 737.
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Commission, collection of support for both of the Funds is virtually identical, although
each Fund has a different collection rate. Both rates are set by the Commission,
although the Legislature has established a maximum collection rate (presently 0.7%) for
the MTEAF. The present collection rate established by the Commission for the MTEAF
is 0.3%. The present collection rate for the Maine USF is 1.36%.

The Resolve, insofar as it prohibits the Commission
from enforcing a recent Order finding that interconnected VolP providers are telephone
utilities under state law, has the legal effect of preventing the Commission from
requiring such carriers to contribute to either of the Funds. However, the Resolve
requires companies who were making voluntary contributions to these funds prior to
October 27, 2010 (i.e., Time Warner and Comcast) to continue to make contributions.
Although the Commission has no reason to believe that these two companies would
cease making such contributions in the future, the Commission believes that the
obligation should be formalized in statute, and made applicable to all interconnected
VolIP providers regardless of whether they have, to date, been making such
contributions. The Commission Plan, described below, would do so.

For the Maine USF, the Legislature has required the
Commission to “contract with an appropriate independent fiscal agent that is not a state
entity to serve as administrator of the state universal service fund.” 35-A M.R.S.A §
7104(3). The MTEAF statute requires the Commission to “integrate the collection of the
charge with any state universal service fund developed by the commission.” 35-A
M.R.S.A § 7104-B(3)(C). Accordingly, the Commission has contracted with a single
entity to administrate collection and disbursements for both Funds.

The determination of who receives funding and how
much each entity receives differs for the two Funds. For the Maine USF, Chapter 288
of the Commission’s Rules presently limits Maine USF disbursements to “high cost”
rural ILECs or to “a competitive local exchange carrier that provides service in an area
served by a rural incumbent local exchange carrier.” The Rule also requires that for an
entity to be eligible for Maine USF funding, the Commission must have found that it is
an ETC pursuant to federal criteria. The Commission has found that all Maine ILECs
are ETCs.

A “rural” carrier is defined in the TelAct. Essentially,
the definition excludes the former Bell operating companies (e.g., Verizon) and their
successors, which, for Maine, is FairPoint-NNE.?® Rural telephone companies are also
known as “independent telephone companies” (“ITCs”). Of the 22 Maine rural ILECs,
15 presently receive Maine USF funding. No CLEC providing service in a rural service
area has applied for Maine USF funding.

The present funding levels for the rural ILECs that
receive funding from the Maine USF were determined in proceedings that established

%3 Six other FairPoint companies in Maine are rural ILECs.
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each ILEC’s cost of providing service. These amounts were compared to revenues
from customers and from federal USF support. The Maine USF funds the difference.

From time to time, the Legislature has required that
the Maine USF also fund certain other programs. Subsection 5 of Section 7104
required funding for the “Communications Equipment Fund established under Title 26,
section 1419-A,” i.e., a fund “to be used by the Division for the Deaf, Hard of Hearing
and Late Deafened within the Bureau of Rehabilitation Services” for “specialized
customer communications equipment for deaf, hard-of-hearing, late-deafened or
speech-impaired persons and persons with disabilities.” 35-A M.R.S.A § 7104(5); 26
M.R.S.A. § 1419-A(2). The statute also requires the Maine USF to provide funding for
“‘public-interest pay phones” and “telecommunications relay services.” 35-A M.R.S.A. §
7104(6) and (7).

V. Other Provisions Governing Rates

Section 702(1) of Title 35-A prohibits “unjust
discrimination,” described as “any undue or unreasonable, advantage, prejudice or
disadvantage to a particular person.” In many contexts, the Commission has
recognized that providing lower rates for customers (often larger customers) that have
significant competitive alternatives is not an “undue or unreasonable” preference. Often
lower prices are provided under “special contracts,” which have been authorized under
35-A M.R.S.A. § 703(3-A) and its predecessors since the Commission was established
in 1913. Sections 701 and 703 of Title 35-A also contain anti-discriminatory provisions.

Section 309(1) of Title 35-A prohibits all public utilities
from charging “a greater or lesser compensation than is specified in [the] printed
schedules . . . or to demand, collect or receive any rate, toll or charge not specified in
the schedules.” Of course, as discussed above, for all competitive carrier service (and
interexchange service provided by ILECs), there are no rate schedules (tariffs). For
services that are still subject to tariff requirements, a carrier may offer a special contract.
The Verizon and FairPoint-NNE AFORs have all contained a provision stating that those
utilities could not offer special contracts that were priced below the long-run marginal
costs of the utility. This provision was included because of concerns that Verizon or
FairPoint-NNE could engage in anti-competitive pricing. The Resolve states that the
Commission cannot enforce this provision.

3. Regulation of Retail Service Quality

The purpose of Title 35-A is to ensure that there is a regulatory
system for public utilities in Maine that is consistent with the public interest and with
other requirements of law and to provide for reasonable licensing requirements for
competitive electricity providers. The basic purpose of this regulatory system is to
ensure safe, reasonable and adequate service and to ensure that the rates of public
utilities are just and reasonable to customers and public utilities. 35-A M.R.S.A §101.
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It is this statutory mandate that guides the Commission with regard to the regulation of
service quality for public utilities, including telephone utilities. If the Commission finds
that a telephone utility is failing to meet its obligation to provide reasonable and
adequate service, after a proper investigation is conducted pursuant to 35-A M.R.S.A. §
1303 and a finding of inadequate service is made, the Commission may by Order
establish or change terms, conditions, measurement, practice, service, or acts as it
finds just and reasonable. 35-A M.R.S.A. § 1306

Though the definition of “telephone utilities” includes ILECs,
CLECs, and IXCs, in practice, the Commission regulates the service quality only of
ILECs because these carriers are providing basic dial tone service, own the majority of
telecommunications plant necessary to provide dial tone service (and allow competitors
to provide service), and have the obligation to provide service to all customers within
their franchise territories. Further, in some portions of the state, there may be little or no
competition for dial-tone service; consequently, the dependability of an ILEC’s service is
paramount. If the Commission becomes aware of potential problems with service
quality provided by an ILEC, it may open an investigation to determine if the ILEC is
meeting its statutory obligation to provide “reasonable and adequate service.”

The Commission has adopted a “hands off” approach with respect
to the service quality of CLECs and IXCs based on the premise that if one carrier fails to
provide reasonable and adequate service, a customer can simply choose another
carrier that provides better service quality. In this manner, competition is substituted for
regulation. Further, in the case of a CLEC, the customer always has the option of
obtaining service from the ILEC, which must accept all customers.

As discussed above, in addition to the regulation of service quality
pursuant to 35-A M.R.S.A §101, the Commission may also regulate the service quality
of an ILEC through an AFOR. The only telephone utility in Maine that operates under
an AFOR and an appurtenant SQI is FairPoint-NNE. FairPoint-NNE’s SQI contains 14
metrics that cover the various aspects of its service. Each metric has a benchmark that
is based on historic performance. FairPoint-NNE’s actual annual performance for each
metric must be equal to or better than the baseline or it will incur an obligation to pay a
customer rebate for that metric. FairPoint-NNE’s present SQI contains 14 metrics which
measure, among other things, whether FairPoint-NNE’s installation and repair
appointments are kept in a timely manner, whether FairPoint-NNE’s customer service
representatives promptly respond to service and outage calls, and the overall volume of
customer complaints.

Under its SQI, FairPoint-NNE may incur a maximum total rebate
obligation of $1.135 million for each metric (except for the Service Outage metric, which
is subject to a maximum of twice that amount $2.27 million) and a maximum rebate
liability of $12.5 million. FairPoint-NNE’s SQI will expire on July 31, 2013 along with its
AFOR.
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Verizon also operated under an AFOR from 1995 through the time
of the merger with FairPoint in 2008. Verizon’s initial SQI was established as part of its
first AFOR in 1996. The Commission continued the SQI with several modifications in
2001.

FairPoint-NNE, and Verizon before it, each failed to consistently
meet their respective SQIls while operating under their AFORs. Verizon missed the
benchmarks for six metrics in 2002/03, five metrics in 2003/04, two metrics in 2004/05,
three metrics in 2005/06, and six metrics in 2006/07. In addition, Verizon did not meet
the benchmark for the Residential Troubles Not Cleared Within 24 Hours metric during
any year of the second AFOR. As a result of failing to meet several of the benchmarks,
Verizon paid a rebate to customers each year of the Second AFOR. Under FairPoint-
NNE'’s AFOR, the company missed 2 metrics in 2007/08, 12 metrics in 2008/09, 10
metrics in 2009/10, and four metrics in 2010/11.* The missed metrics in 2010/11 were
Customer Trouble Reports Rate per 100 lines; Repeat Trouble Reports Rate per 100
lines, Duration of residential Outages; and PUC Complaint Ratio. FairPoint-NNE has
paid a rebate to customers each year of its AFOR.

** The 2007/2008 SQlI year ran from July 1, 2007 through July 31, 2008 — a 13 month period - due to the
merger between Verizon and FairPoint. The merger was approved by the Commission on February 1,
2008. Nine months (July 2007 through March 2008) of that SQI year were under Verizon operation, and
four months (April 2008 through July 2008) were under FairPoint operation. However, FairPoint paid the
full penalty amount for that year. Subsequent SQI years run from August 1 through July 31 of the
following year.
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Annual SQI Customer Rebates

1995/96 $134,566 Verizon
1996/97 $220,211 Verizon
1997/98 $79,147 Verizon
1998/99 $455,243 Verizon
1999/00 $0 Verizon
2000/01 $0 Verizon
2001/02 $524,905 Verizon
2002/03 $876,670 Verizon
2003/04 $576,404 Verizon
2004/05 $639,127 Verizon
2005/06 $711,657 Verizon
2006/2007 $1,274,471 Verizon
2007/2008 $401,114 FairPoint-NNE
2008/2009 $8,021,257 FairPoint-NNE
2009/2010 $9,125,984 FairPoint-NNE
2010/2011 $592,415% FairPoint-NNE

%> This amount reflects the first year where the “multiplier” component of the SQI rebate formula has
been made unenforceable pursuant to section 3.2 of the Resolve. Section 3.2 states “The commission
may not enforce provisions of any order establishing an alternative form of regulation pursuant to Title 35-
A, chapter 91 that impose on an incumbent local exchange carrier multiplier penalties for repeated
failures to meet service quality index performance standards with respect to any actions, inactions or
other performance of that carrier occurring after July 31, 2010.” Because 2010/2011 was the third year in
a row that FairPoint missed the particular metrics that resulted in a rebate, the rebate amount would have
been $1,777,245, absent the prohibition on enforcement of that provision of the AFOR by the Resolve.
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4, Consumer Protection

Chapters 290, 291, and 292 of the Commission’s rules establish
the standards for billing, credit and collection, and termination of service for
telecommunications carriers and were adopted in 2002. The three separate Chapters
apply to: (1) ETCs (Chapter 290); (2) non-eligible telecommunications carriers (“non-
ETCs”) (Chapter 291);?® and (3) IXCs (Chapter 292).

When the Commission adopted Chapters 290, 291 and 292, it
found that competition had not arrived equally among the various segments of the
telecommunications market, resulting in an asymmetric market where significant choice
existed for toll service, but little or no choice existed for local exchange service, at least
for the residential customer. The Commission also found that in a competitive market,
consumer knowledge is necessary for consumers to realize the benefits of competition.
In this setting, disclosure of the service offerings and customer rights can take the place
of prescriptive regulation. The three separate rules were created to provide the
appropriate level of consumer protection for the level of competition that existed in that
particular market segment. Local exchange service provided by ETCs is more heavily
regulated with lighter disclosure requirements, while the rules governing interexchange
carriers are heavier on disclosure and lighter on prescriptive requirements.

When these rules were adopted, the Commission’s goals were to:
(1) ensure that basic telephone service is available at affordable rates to all the citizens
of Maine; (2) remove regulatory barriers to competition; (3) account for the asymmetry
that exists in the telecommunications market; and (4) substitute disclosure for regulation
in the interexchange and local exchange markets where competition exists.

In addition to distinguishing between toll and local, the rules also
distinguish non-ETCs from ETCs. Under federal law, a local exchange carrier will be
eligible to receive federal universal support funds if it meets certain criteria, including a
requirement that it serve all customers within its territory and that it offer programs
aimed at assisting low income persons in maintaining their telephone service. 47
C.F.R. § 54.201. Eligibility for ETC status is open to both ILECs and CLECs; however,
only ILECs and wireless carriers have sought ETC status in Maine.

When the Commission adopted Chapters 290 and 291, it found that
asymmetrical rules for ETCs and non-ETCs were justified because ETCs received
federal support and were required to accept all customers. ETCs are in the unique
position of providing service to customers who may otherwise be unable to obtain
service. In contrast, a non-ETC has no obligation to accept any given customer.
Customers of a non-ETC who lose their service could obtain service through an ETC

2 "Non-eligible telecommunications carrier" is any entity providing basic service to the public who is not
designated by the Commission as an eligible telecommunications carrier pursuant to section 254 of the
Telecommunications Act of 1996, 47 U.S.C., § 151 et seq. These carriers are also synonymously
referred to as CLECs.
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serving his or her area. This approach has created competitive concerns, especially
because the current ETCs are also ILECs while the non-ETCs are CLECs.

5. Commission Regulation of the Wholesale Activities of
Telephone Carriers

The Resolve expressly states that the plan for regulatory reform
developed by the Commission “may not relieve any provider from complying with
wholesale obligations under either state or federal law, including but not limited to those
relating to access to network elements, interconnection, inter-carrier compensation, pole
attachments, switched access and any other obligations established under the federal
Communications Act of 1934, as amended, and must preserve any related rights of any
provider under that Act.” The Commission has historically undertaken the responsibility
of performing fully the role delegated to it by the federal Act, and has taken up
wholesale issues in order to promote competition as envisioned by the Act.

The TelAct established a cooperative, joint federal-state regulatory
scheme intended to promote competition in the market for local exchange services.
Under the TelAct, all telecommunication carriers are obligated to interconnect their
networks with one another. ILECs are required to offer at wholesale certain retail
services that CLECs can resell to retail customers. ILECs must also provide CLECs
with reasonable access to the ILEC’s poles, ducts, conduits and rights of way, and must
provide for the portability of telephone numbers (so that when a former ILEC customer
switches service to a CLEC, the customer’s telephone number will not change).

Further, the TelAct requires that ILECs establish reciprocal compensation arrangements
with a CLEC to enable payments between the ILEC and CLEC for the transport and
termination of telephone calls. Finally, ILECs must ensure that customers experience
no unreasonable dialing delays for long distance service irrespective of the long
distance provider the customer selects, and that all long distance providers have
nondiscriminatory access to telephone numbers, operator services, directory assistance
and directory listing.

ILECs must provide CLECs with access to certain portions of their
network on an “unbundled” (a la carte) basis, and to allow the physical collocation at the
ILEC’s premises of a competitor’'s equipment that is necessary for interconnection and
use of these network elements. The FCC is responsible for identifying those unbundled
network elements (“UNEs”), such as loops, switches, operational support systems, and
databases, which the ILECs must provide in order to prevent CLECs from being
“‘impaired” in their ability to compete in the local exchange market. The basic notion is
that duplication by competitors of certain parts of a telephone network (such as the
wires, or loops, travelling to a customer’s premises) would be uneconomic to society at
large, but that competition cannot occur unless competitors can obtain access to these
facilities at prices which will allow them to earn a profit. Thus, in addition to identifying
the network elements that an ILEC must offer to its competitors on an unbundled basis,
the FCC has also established the methodology for determining the prices at which these
UNEs must be offered in order to encourage investment by both incumbents and market
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entrants. This methodology, known as Total Element Long-Run Incremental Cost
(“TELRIC”), requires complicated estimates, on a UNE by UNE basis, of what it would
cost to build particular network facilities (such as loops) using modern technology.

State public utility commissions have a significant role in the
implementation of the TelAct. First, it is to the State commissions that the TelAct
assigns the responsibility of approving, or rejecting, voluntarily negotiated
interconnection agreements between ILECs and CLECs, and of mediating any
differences between carriers that arise in the course of their negotiations. Further,
where voluntary negotiations fail to result in a consensual interconnection agreement,
either party may petition the state commission to arbitrate any open issues. In such
circumstances, the state commission has the authority to impose conditions on the
parties to ensure compliance by each with the requirements of the TelAct, to determine
the rates for interconnection, services, or network elements (by applying the FCC’s
TELRIC pricing methodology), and to establish a schedule for implementing the terms
and conditions of the interconnection agreement.

Ever since the enactment of the TelAct, the Commission has
performed the role assigned to it by these the market-opening provisions of the federal
statute. Thus, the Commission reviews interconnection agreements, has conducted
TELRIC pricing proceedings, and in various proceedings has enforced the requirements
of the TelAct. In addition, the Commission has ongoing jurisdiction regarding a complex
mechanism of wholesale bill credits whereby CLECs are entitled to receive credits from
FairPoint-NNE resulting from “penalties” accrued whenever FairPoint-NNE does not
meet certain performance measures in connection with its obligations to the CLECs
pursuant to its interconnection agreements. This mechanism — the Performance
Assurance Plan (“PAP”) — was among the conditions imposed by the Commission and
the FCC on Verizon at the time that the FCC approved (upon recommendation of the
Commission) Verizon’s petition to enter into the long-distance market (a market denied
to the regional Bell operating companies following the court-mandated antitrust remedy
resulting in the break-up of AT&T). The purpose of the PAP, in simple terms, is to
ensure that FairPoint-NNE does not engage in anti-competitive behavior by placing
barriers on the provisioning of wholesale services to its CLEC competitors which do not
exist when FairPoint-NNE provisions those same wholesale services to the retail arm of
its own (competitive) operations. The Commission is currently engaged in proceedings,
and also a collaborate process with FairPoint-NNE, the CLECs, and the regulatory
authorities in Vermont and New Hampshire, intended to simplify the metrics by which
the PAP credits are measured, and to consider FairPoint-NNE’s request that the total
amount of money at risk under the PAP be reduced.

One provision of the TelAct which some market participants view as
antithetical to the generally pro-competitive aims of the TelAct, and which other
participants view as an essential component of Congress’ intent to maintain universal
service in rural areas, is the “rural exemption.” Specifically, rural ILECs (small carriers
serving in areas that are below statutory thresholds in terms of population and
population density) are expressly exempt from several of the market-opening
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obligations that are generally applicable to ILECs. The rural exemption can be “lifted”
by a state commission (but not by the FCC) following a “bona fide” request for
interconnection, services, or network elements made by a CLEC of the rural ILEC.
However, before lifting the exemption, the state commission must find that the
requested interconnection, services or provision of network elements is technically
feasible, is consistent with the universal service goals and requirements of the TelAct,
and would not be unduly economically burdensome to the rural ILEC.

After conducting lengthy adjudicatory proceedings in which
comprehensive evidence and expert testimony was submitted by the parties, the
Commission recently issued orders in which it declined to lift the rural exemptions of five
rural Maine ILECs. These cases arose out of the bona fide requests of CRC
Communications for interconnection and services that CRC required in order to provide
services which would enable Time Warner to offer its fixed VolP service to those of its
cable TV and broadband customers residing within the service territory of each of the
rural ILECs. In general, the Commission found that the line-losses that the rural ILECs
would likely experience as a result of Time Warner’s entry into the largely low cost/high
profit portions of their service territories would have severe financial effects that would
undermine the ability of these firms to attract capital and to fulfill their respective roles in
providing universal service as the provider of last resort in the territories in which they
serve.

Although no appeal was taken from the Commission’s rural
exemption cases, CRC and Time Warner sought from the FCC an order preempting the
Commission’s determination that their interconnection requests were of the sort to
which the rural exemption applied in the first instance. The FCC did not preempt, but
did issue a declaratory ruling intended to provide guidance to carriers and state
commissions regarding the interconnection and service duties of all ILECs. Following
the FCC ruling, CRC has again sought interconnection of the five rural ILECs involved
in the Commission’s rural exemption cases. In response to these requests, in early
September 2011, those companies filed petitions with the Commission, pursuant to a
related section of the federal Act, for the suspension and/or modification of the various
market-opening provisions of the Act. Those matters are pending before the
Commission.
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6. The Commission’s Recent Approach to Regulation Already
Recognizes, to a Significant Degree, Changes in the
Telecommunications Competitive Landscape

In recent years, the Commission has substantially modified its
approach to regulation to take into account the fact that competition exists in the
telecommunications industry and that this competition is continuing to grow. Even
before the enactment of the TelAct, the Commission routinely approved requests by
competitive long distance carriers to enter the market in Maine, and upon passage of
the TelAct the Commission implemented the market-opening provisions of the TelAct by
approving interconnection agreements between CLECs and ILECs with prices
established by applying the TELRIC pricing methodology established by the FCC.

As discussed above, although it is within the Commission’s
jurisdiction and statutory authority to determine whether the retail rates charged by
CLEC:s to their customers are reasonable, the Commission has never set prices for
competitive providers of telephone service. The rationale for this approach was two-
fold. Firstis the belief that where competition is able to take root, the market itself will
constrain prices. Second was the view that regulatory oversight of the prices charged
by new entrants into the local exchange market is unnecessary, even where the market
cannot be considered to be “competitive,” because a dissatisfied customer of a CLEC is
always free to revert back to service provided by the local ILEC, whose rates, service
quality, and consumer protection obligations were fully regulated by the Commission.
Dissatisfied CLEC customers have the opportunity to return for service to an ILEC, and
customers to whom no CLEC offers service are able to remain customers of an ILEC.

An ILEC’s obligation to serve all customers within its territory has,
historically, been sustainable even in the face of new “competitive” entrants into the
market because Maine’s regulatory scheme gives to the Commission the authority
ensure that rates are set at a level that ensures that the ILEC’s revenues (after
necessary operating expenses) are sufficient to provide it with an opportunity to earn a
fair return on its investment in its network. Thus, in addition to ensuring that rates paid
by consumers are as low as possible and are applied in a nondiscriminatory fashion,
and that the quality and reliability of the ILEC’s service meets the needs of consumers,
existing regulatory mechanisms are designed to help ensure that the business of the
ILEC, both in terms of current revenues and the opportunity for investment and growth,
is a continuing and viable enterprise.

CLECs do not possess the ability to recover revenue that the ILECs
have historically enjoyed. Rather, the ability of a CLEC to earn a return sufficient to
satisfy investors and attract capital is dependent on its ability to carefully select the
geographic areas in which it will offer service, identify the types of services it will offer
and the class of customers to whom it will market them, deploy equipment and
personnel in the most cost-efficient manner, and obtain favorable wholesale
agreements with ILECs to obtain access to portions of the ILEC’s network necessary for
the CLEC to offer its service.
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The regulatory obligations of CLECs have, as a class, been
substantially reduced as competition has increased. Thus, CLECs are not required to
file tariffs. They are not required to meet formal service quality measures, such as the
SQI mechanism which forms a part of the FairPoint-NNE AFOR. Also, the Commission
does not generally undertake formal or informal investigations of the quality of service a
CLEC is providing. CLECs are not required to obtain Commission approval for the
issuance of stocks, bonds, or notes, or for the acquisition of the stock of another public
utility. CLECs are, by rule, also exempt from the requirement that they file end-of-year
balance statements. Further, as part of its certification process for CLECs, the
Commission waives the requirement that CLECs maintain their accounting records
according to the system of accounts established for telephone carriers by the FCC, and
that it file annual audited financial reports. CLECs are also exempted, through waiver,
from the statutory requirement that they obtain Commission approval of reorganizations.
The billing and collection regulations applicable to CLECs are far less comprehensive
than those which apply to Maine’s ILECs. Finally, CLECs do not have an obligation to
serve every customer in their service areas and, as a consequence, the regulations
governing a CLEC’s desire to abandon service or relinquish their operating authority in
Maine are substantially relaxed and are geared mainly towards facilitating the transfer of
a CLEC's existing customers to another carrier.

The two-tiered system of Commission oversight, as it developed
over the years, resulted in different types and levels of regulation for different types of
carriers. This difference reflects the Commission’s observation that CLECs and ILECs
are not equal in terms of market share, market power, and the importance of their
network facilities to the viability of the public switched network as a whole. Over time,
and as competition for voice services has increased, the two-tiered approach of tailoring
the Commission’s regulations to each class of carrier has resulted in disparate
regulatory obligations that are viewed by ILECs as contributing to an unlevel competitive
playing field. This disparity is even greater in the context of competition between ILECs
and wireless providers. Specifically, the State (and therefore the Commission) is
preempted from regulating the terms of entry of wireless providers into the Maine
market and the geographic location of where a wireless provider builds out its
transmission towers and other infrastructure. The Commission also may not regulate
the price charged for cellular service, or the terms and conditions under which such
service is offered. Service quality, consumer protections, and the resolution of
consumer complaints involving wireless service are likewise areas beyond the
Commission’s jurisdiction to address.

A similar disparity in regulatory obligations exists between ILECs
and an ever increasing source of competition in the form of voice service offered by
cable television companies. Although 35-A M.R.S.A. § 8301 provides that “[c]able
television companies, to the extent they offer services like those of telephone utilities
subject to regulation by the commission, shall be subject to the commission's jurisdiction
over rates, charges and practices,” in practice, this provision has not been enforced by
the Commission and the retail voice services offered by cable companies has not been
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the subject of Commission oversight. This is so because there has been considerable,
and increasing, disagreement throughout the industry, the FCC, the courts, and state
utilities commissions regarding whether the technology used by cable television
companies to deliver voice service — VolP — falls within the federal regulatory category
of “information service” such that enforcement of a state statute such as Section 8301 is
preempted by federal law. Although the Commission recently took steps to require that
Time Warner and Comcast obtain certificates of public convenience and necessity
authorizing them to offer VolP service (by finding that the services which they offer fall
within the state law definition of “telephone service” and are not, as a matter of federal
law, “information services”), the Resolve provides that the Commission may not enforce
that decision.

The unregulated cable VolP segment of the market has grown
considerably in recent years relative to the regulated ILEC segment and the lightly
regulated CLEC segment. Specifically, the cable VolP share of the intrastate retail
market (wireline) in Maine totaled approximately 6% in 2007. By 2010, such services
accounted for roughly 13% of all intrastate retail telephone (wireline) revenue. By
contrast, during that same period, the Verizon/FairPoint-NNE share of total intrastate
revenues (wireline) declined from roughly 60% to approximately 49%, and the
“‘independent” ILEC share (including the so-called “classic” FairPoint operating
companies) grew modestly, from approximately 11% in 2007 to approximately 13% in
2010, as did the share of total revenues earned by the CLECs as a class, which were
roughly 23% in 2007 and 25% in 2010. These figures suggest that the gains in
intrastate revenue share enjoyed by the CLECs and cable television companies came
largely at the expense of Verizon and FairPoint-NNE.

In addition, the size of the intrastate retail telephone revenue pie
has been steadily decreasing, from approximately $426 million in 2007 to approximately
$290 million in 2010 — a 32% decrease in the size of the market. It is likely that
increased wireless substitution for wireline service, and also, to a lesser degree, the
substitution of over-the-top (nomadic) VolP service for wireline service among those
with broadband service, accounts for a substantial part of the decline of total intrastate
retail telephone revenue during that period.?’

M. Regulatory Reform — Provider of Last Resort Service

A. Provider of Last Resort Service Should Remain an Option for Maine
Consumers

The Commission’s implementation of the existing regulatory regime has
helped to advance, rather than restrict, the growth of customer choice through
competition in the telecommunications market. Nonetheless, the scope and the
particulars of that regime were designed for an era of monopoly. The Resolve directs

" The Commission cannot be sure of this, however, because wireless providers and nomadic VolP
providers are not currently obligated to report their intrastate revenues to the Commission.
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the Commission to propose changes to Title 35-A and the Commission’s rules so that
unnecessary and outmoded regulation is abandoned and replaced by a regulatory
structure that is appropriate to the current competitive landscape. The Commission
has, therefore, developed an approach, detailed below, that promotes the public good
by preserving the availability of POLR service at a reasonable price, and preserves the
Commission’s oversight of service quality and consumer protections for POLR service.
At the same time, the Commission’s Plan essentially eliminates Commission oversight
of all non-POLR services (excepting wholesale services) regardless of by whom they
are provided. In essence, unless POLR service is directly implicated, the price,
availability, and service quality of all retail telecommunications services in Maine will be
governed entirely by the competitive market.

It is the advance of technology, rather than the burdens of regulation, that
has been largely responsible for the decline in the size of the wireline market, and more
generally, in the shift in market share from traditional wireline providers to wireless
carriers and cable VolP providers. In other words, ILECs may not be losing ground
because they are overregulated, but because alternative providers are offering services
that are more attractive to consumers. Nonetheless, the Commission’s proposed
regulatory reform plan eliminates several regulatory obligations of ILECs that have
outlived their usefulness and will result in reductions in disparities of regulation across
sectors of the market.

There is a continuing need throughout Maine for consumers to be able to
choose an affordable, basic, no-frills form of voice service. The Commission is simply
not convinced that at this time, and for a significant number of citizens, the need or
desire for such a service can or will be met unless one carrier in each exchange is
assigned the obligation to provide it. Although there has been a general decline in the
traditional telephone market, many customers continue to purchase and rely on the
simple basic service that has historically been provided by traditional wireline carriers
(i.e., POTS). The service is reliable, ubiquitous, and more affordable to consumers at
current rates than the packaged services offered by companies employing newer
technology. Many customers continue to choose basic POTS service even where
alternatives exist.

Competition in telecommunications has arrived in Maine, but it does not
exist everywhere in the state. In many areas, the ILEC is the only voice service
provider. Maine is the least densely populated state east of the Mississippi and
contains some of the most remote areas in the east. These areas are extremely costly
to serve and are therefore less attractive to competitors. For instance, in certain
geographic areas the construction and maintenance costs of a cell tower that will serve
only a handful of residential and business customers simply cannot be cost-justified by
a wireless provider. Where cellular service exists but does not offer a reliably strong
signal, that service is, for many customers, an insufficient substitute for a wireline
telephone phone at home or in the office. Likewise, cable companies may not invest in
infrastructure to allow them to offer service (television, internet, or phone) to all of the
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residences and businesses in their franchise areas, thereby limiting viable alternatives
for customers.

Even in areas where competition is thriving, robust competition for
essential, basic service may not exist. For example, competitors may not offer
reasonably priced local service with no extras — preferring instead to sell only more
expensive packages of services. In this sense, the mere existence of competitors for
voice service does not by itself demonstrate that companies compete for those
consumers seeking to purchase a low-priced service that meets the bare minimum
requirements to ensure public health, safety, and welfare. Thus, while cable and
wireless providers do compete with traditional wireline carriers, they are generally less
interested in the segment of the market characterized by customers that need, want, or
can afford only the most basic levels of service.

Competition has had the gradual effect of eroding the traditional
‘regulatory bargain,” and the ability of the Commission to continue to ensure not only
that an ILEC has an opportunity to earn a reasonable rate of return on its investment but
also that rate averaging and implicit subsidy policies will maintain basic local service as
a low cost, uniformly available service to all consumers in the state. To advance the
major policy goals of the Resolve — the promotion of competition through the reduction
of unnecessary regulation and the preservation of basic, local “provider of last resort”
service — the Commission’s Plan adopts an incremental, conservative approach. The
Plan defines as POLR service the essential, basic service that the Commission believes
represents the bare minimum level of voice service that should be available to all
consumers. It is with respect to POLR service that Commission oversight of the retail
market is preserved. That oversight is tailored specifically to POLR service. Outdated
or unnecessary regulation of the retail market is abandoned, with the result that non-
POLR retail services are no longer subject to most existing state regulation.

The Plan ensures the continued availability of POLR service by
designating a single company to provide POLR service in each telephone exchange.
POLR service will be the only retail service for which tariffs need be filed. The Plan
permits companies assigned this obligation to seek additional revenues (in the form of
increased rates and, if that is insufficient, state universal service support) to
compensate them for providing POLR service in the event that the costs of doing so
increase. The Plan also contains a mechanism for a carrier to petition the Commission
to be relieved of its POLR service obligations (and the associated regulatory oversight).
Under this mechanism, a carrier with POLR service obligations would be required to
demonstrate to the Commission that, for a specific exchange (or exchanges) of the
POLR service provider’s service territory, competitive alternatives for service that is
substantially similar to POLR service in terms of characteristics and price are so
pervasive and readily available to all customers that the ubiquitous availability of a
designated POLR service is no longer necessary in that exchange (or exchanges).
Finally, on an exchange-by-exchange basis, a carrier may petition the Commission to
consider the assignment of the POLR service obligation to another provider of voice
service.
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POLR service is a minimal basic service that needs to be subsidized. If
the obligation to fund the provision of POLR service was placed solely on the POLR
service provider, that carrier may gradually lack the funds to carry out its obligation. In
addition to revenues sufficient to cover the costs of POLR service, the providers
obligated to offer that service must have the revenue necessary to maintain their
infrastructure so that they can provide POLR service in a quality and reliable manner.
Therefore, the Commission’s Plan also restructures the Maine USF to permit the
Commission to authorize support for any carrier with POLR service responsibilities upon
a finding that additional revenues are necessary. Moreover, under the Commission’s
Plan, the obligation to contribute into the state universal service fund is shared by all
carriers providing voice service in Maine.

B. Definition of POLR Service

Under the Commission’s Plan, POLR service is defined as one which
provides:

(1)  Voice grade access to the public switched network. “Voice grade
access’ is defined as a functionality that enables a user of telecommunications services
to transmit voice communications, including signaling the network that the caller wishes
to place a call, and to receive voice communications, including receiving a signal
indicating there is an incoming call. For the purposes of this part, bandwidth for voice
grade access should be, at a minimum, 300 to 3,000 Hertz;

(2) Local usage. “Local usage” means an amount of minutes of use of
exchange service, prescribed by the Commission, provided free of charge to end users;

(3) Dual tone multi-frequency signaling or its functional equivalent.
“Dual tone multi-frequency” is a method of signaling that facilitates the transportation of
signaling through the network, shortening call set-up time;

(4)  Single-party service or its functional equivalent. “Single-party
service” is telecommunications service that permits users to have exclusive use of a
wireline subscriber loop or access line for each call placed, or, in the case of wireless
telecommunications carriers, which use spectrum shared among users to provide
service, a dedicated message path for the length of a user's particular transmission;

(5)  Access to emergency services. “Access to emergency services”
includes access to services, such as 911 and enhanced 911 (“E911”), provided by local
governments or other public safety organizations. 911 is defined as a service that
permits a telecommunications user, by dialing the three-digit code “911,” to call
emergency services through a Public Service Access Point (“PSAP”) operated by the
local government. E911 is defined as 911 service that includes the ability to provide
automatic numbering information, which enables the PSAP to call back if the call is
disconnected, and automatic location information, which permits emergency service
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providers to identify the geographic location of the calling party. “Access to emergency
services” includes access to 911 and enhanced 911 services to the extent the local
government in an eligible carrier's service area has implemented 911 or enhanced 911
systems;

(6)  Access to operator services. “Access to operator services” is
defined as access to any automatic or live assistance to a consumer to arrange for
billing or completion, or both, of a telephone call;

(7)  Access to interexchange service. “Access to interexchange
service” is defined as the use of the loop, as well as that portion of the switch that is
paid for by the end user, or the functional equivalent of these network elements in the
case of a wireless carrier, necessary to access an interexchange carrier's network;

(8) Access to directory assistance. “Access to directory assistance” is
defined as access to a service that includes, but is not limited to, making available to
customers, upon request, information contained in directory listings;

(9)  Toll limitation for qualifying low-income consumers. Toll limitation
for qualifying low-income consumers is defined as a functionality that enables a user of
telecommunications services to transmit voice communications, including signaling the
network that the caller wishes to place a call, and to receive voice communications,
including receiving a signal indicating there is an incoming call; and

[(10) The ability to maintain uninterrupted voice service during a power
failure, either through the incorporation into the network and network interface devices
of suitable battery backup, or through electrical current running through the
communications line.]

The definition of POLR service set forth above includes a requirement that
voice service remain uninterrupted during a power failure. POTS of the type offered by
ILECs (and CLECSs relying upon loops supplied by ILECs) is carried as electronic
signals over copper wires through which an electric current runs. Consequently (and
provided that the customer does not rely exclusively on cordless phones) electrical
power disruptions due to failures of the electrical transmission network (as in a storm)
do not, themselves, necessarily disrupt traditional telephone service. However, the
telephone service provided by cable television companies is typically disrupted when
the power goes out. Thus, under the proposed definition of POLR service, a carrier
could not be designated as a POLR service provider unless it incorporated some
method allowing the service continue to function in the event of a power outage, either
through the incorporation into the network and network interface devices of suitable
battery backup, or through electrical current running through the communications line.?8

2 tis possible, and not economically infeasible, to include survivability through battery backup in newly
constructed fiber and cable networks (Union River Telephone, for example, has done precisely this).
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[The Commission is not unanimous in its view that characteristic #10 (the
ability to maintain uninterrupted voice service during a power outage) should be a
requirement of POLR service. The fact that a separate electrical current runs through
the copper wires deployed by traditional wireline carriers was a technological choice
adopted at the time that telephone (and telegraph) service was first commercialized. A
technologically, and competitively, neutral approach to the definition of POLR service
would not disqualify the designation of carriers deploying modern technology which
does not require a separate electrical current running throughout the entire transmission
pathway. The Telephone Association of Maine (“TAM”) and the Maine Community
Action Association ("MCAA”) each submitted comments to the Commission advocating
that uninterrupted service during a power outage be included in the definition of POLR
service, and FairPoint advocated that it be removed.]

The definition of POLR service is intended to represent the minimum basic
voice service that the Commission believes should be made available, at reasonable
rates, to every consumer in Maine. The ten definitional attributes of POLR service are
the same as those which under current federal law must be provided by any carrier
receiving support from the federal USF, with the addition of the ability to maintain
service during a power failure. In addition, the definition of POLR service is
technologically neutral. Consequently, it is conceivable that, in the future, the obligation
to offer POLR service in a specific territory (and the benefits deriving from such
designation) could be assigned to not only wireline ILECs, but instead, to a wireline
CLEC, a cable television company, a VoIP provider, or a wireless company.

POLR service also does not include certain attributes or features that
many consumers consider desirable, but which are unnecessary to achieve the policy
goal of promoting the general safety and welfare by ensuring that every consumer can
connect to the voice network. Features such as call-waiting, caller-1D, voicemail, three-
way calling, and call-forwarding, are not essential to this purpose, and therefore are not
attributes of POLR service. Likewise, long distance service is not a part of the POLR
service offering, although the ability of a POLR service customer to access a long
distance provider is required.

[The Commission is not unanimous as to whether customers who
purchase POLR service and also ancillary services such as call waiting or voicemail,
should be entitled to seek the help of the Commission’s Consumer Assistance Division
(“CAD’) to resolve disputes involving the consumer protections that attach to POLR
service. Presently, the practice of the CAD is to address customer complaints only
insofar as they implicate basic local service, irrespective of whether the complaining
customer also purchases ancillary products or calling features. There are several
approaches that the Legislature may wish to consider in resolving this policy issue. The
first approach is to maintain the status quo by permitting the CAD to continue to process

Whether retrofitting existing cable and fiber networks to provide backup is economically feasible is an
entirely different matter.

42



Plan of the Maine Public Utilities Commission to Reform Telecommunications Regulation

complaints regarding POLR service regardless of what other services or ancillary
features a customer purchases. Alternatively, access to the services of CAD staff could
be limited to those customers who purchase only POLR service from the designated
provider. Another option is to permit customers who purchase both POLR service and
services or calling features that must necessarily be purchased from the POLR service
provider if the customer wants them at all (i.e., there is no alternative source from which
a customer taking POLR service can purchase the feature on a “stand-alone” basis) to
obtain the help of the CAD in enforcing consumer protections that attach to only the
POLR service “component” of these packages. For example, under this third option a
customer purchasing POLR service and “Caller ID” service could obtain the assistance
of the CAD with respect to the POLR service, because there is no alternative source of
“Caller ID,” but a customer purchasing POLR service and voicemail could not obtain
such assistance because a customer can readily obtain “voicemail” functionality by
purchasing an answering machine. The question of policy that is implicated by these
various approaches requires consideration of the degree to which POLR service should
be narrowly defined and the attendant minimization of regulatory obligations for the
carriers obligated to provide the service.]

The Commission’s Plan recognizes POLR service as an essential
component of a robust telecommunications marketplace in Maine. The Plan also
requires that the Commission take steps to ensure that every customer has the ability to
choose POLR service, either because there exists no other service options in a given
geographic area, or simply because the customer prefers to purchase this type of
service despite alternative options. The Plan achieves this goal by assigning the POLR
service obligation to the state’s ILECs at the prices currently charged by them for basic
service. The Commission’s regulatory oversight of service quality and price for retail
voice service is re-focused to pertain mainly to POLR service.

Of particular significance to the development of the Commission’s Plan is
the fact that on October 27, 2011, the FCC adopted significant changes to the amounts
and form in which federal USF support will continue to be available to ensure the
viability of POLR service throughout the country.?® Each of the ILECs to be assigned
the POLR service obligation under the Commission’s Plan, with the exception of the
Sidney Telephone Company and the Maine Telephone Company, receives some form
of federal USF support. Indeed, Maine is a net recipient of federal USF dollars. The
FCC'’s changes to the federal USF are designed to shift the focus of the program
towards the promotion of broadband buildout in unserved areas, and it will continue to
be a priority of the Commission to undertake actions designed to increase the flow of
federal support to providers in Maine. At the same time, changes in the federal USF
program will present challenges to the carriers who have, traditionally, relied upon such
support to provide basic service throughout the entirety of their service territories. To
address these potential challenges, the Commission’s Plan expressly broadens the
contribution base of the Maine USF, and also provides the Commission with the

 Connect America Fund et al., WC Docket No. 10-90 et al., Report and Order and Further Notice of
Proposed Rulemaking, FCC 11-161 (rel. Nov. 18, 2011).
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necessary flexibility to administer that fund to ensure that adequate support continues to
be available to all companies with POLR service obligations.

C. The Plan for POLR Service Regulation

1. Consumer Protection Rules and the Consumer Assistance
Division

The Commission’s consumer protection rules will be limited to
POLR service and those rules will be appropriately modified to reflect the regulatory
environment that exists today.30 Clearly defined standards for the provision of POLR
service in the form of a well-balanced rule will best serve customers and carriers
assigned to provide POLR service. POLR service will be covered by the Commission’s
consumer protection rules in much the same way that ETC providers are covered today.
The Commission will continue to regulate service quality, the granting and denying of
service, credit and deposit practices, disconnection, and customer complaint
procedures. Further, the CAD will continue to resolve customer complaints regarding
the aspects of POLR service covered by Commission rules and the CAD will retain its
authority to issue decisions in these cases that are binding on both the utility, as well as
the customer.

To accomplish the goal of regulating POLR service only, the Plan
eliminates Chapters 291 and Chapter 292 of the Commission’s Rules. With the
elimination of these two chapters, the requirement that ILECs include three separate
sections on their bill (basic service, toll service, and optional services) will also be
eliminated. The “billing and payment” section of the POLR service rule will apply only to
POLR service.

Under the Plan, the POLR service rule will be based upon Chapter
290 of the Commission’s Rules, which applies today to ETCs and basic service. The
Plan modifies the rule to reflect the current telecommunications landscape and the
criteria specified in the Resolve. Under the Plan, the Commission will retain its
oversight authority to prevent unfair or deceptive trade practices, to ensure compliance
by POLR service providers with existing customer privacy regulations and billing and
payment standards.

% n this context, the “Consumer Protection Rules” being referred to are Chapters 290, 291, and 292.
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The following chart highlights the necessary changes to Chapter
290 of the Commission’s Rules:

Section | Title of Section Comments
1 Purpose Eliminate reference to ETCs, replace with POLR
service
3 Jurisdiction Specify rules apply only to POLR service
4 Emergency Moratorium | Retain
5 Non-Discrimination Retain
6 Unfair or Deceptive Retain
Trade Practices
7 Customer Privacy Retain
8 Customer Rights Retain, modify to reflect revised POLR service
requirements
9 Application for Service Retain
10 Confirmation of Order Eliminate
with Written Terms and
Conditions
11 Transfer of Service Retain
12 Billing and Payment Retain
Standards
13 Payment Arrangements | Retain
14 Disconnections Retain
15 Medical Emergency Retain, but limit to 3 declarations in 12 month
period (consistent with Chapter 815)
16 Reconnection of Service | Retain
17 Optional Service Eliminate
Providers
18 Dispute Resolution Retain
Procedures
19 Records; Reports Retain
20 Waiver Retain

The Plan eliminates Chapter 289, which establishes consumer
protection requirements for bundled services, methods for recording revenue from those
services, and sets upper and lower limits on prices for bundles The purpose of the rule
will remain intact, however, through the regulation of POLR service and deregulation of
all other services. The POLR service rule will specify that a POLR service provider
cannot transfer an existing account balance incurred as a result of non-payment of a
bundled service offering to a new basic-service-only account, and will allow the POLR
service provider to limit such customers to POLR service. In this way, the POLR
service provider is protected from the bad debts of a customer, and the customer is
afforded continued access to the public switched telephone network at an affordable
price.
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The Plan retains Chapter 294, which addresses Maine’s Lifeline
and Link Up programs. The State will continue to administer its own Lifeline and Link-
up programs. By administering its own programs, Maine is able to maximize the
monthly Lifeline benefit available to low income Mainers at $13.50. Further, by
administering its own Lifeline program, applicants may self-certify their eligibility subject
to subsequent verification by the Department of Health and Human Services and the
Maine State Housing Authority, thereby resulting both in a high participation rate and a
low rate of fraud.

The Plan retains Chapter 293, which provides a method for CLECs
to abandon service and terminate their authority to provide service, and governs
transfers of customers from one carrier to another; Chapter 296, which prohibits
“slamming” whereby a carrier changes customer’s preferred carrier without the
customer’s authorization and allows customers to “freeze” their preferred carrier
selections; and Chapter 297, which prohibits carriers from placing charges on a bill
without first receiving the customer’s authorization. These rules address problems that
are sometimes created by the existence of a competitive market and are designed to
ensure that abuses by carriers do not deprive customers of their right to choose their
preferred carrier.

Finally, the Plan modifies Chapter 870. Chapter 870 establishes
the maximum interest rate that may be charged on unpaid balances, the circumstances
in which late payment charges may be imposed, provides a just and reasonable interest
rate for customer deposits, and establishes the maximum fee that may be charged for
checks returned for nonpayment. Under the Plan, Chapter 870 would apply to voice
service providers only to the extent that they offer POLR service.

2. Service Quality Measures

Pursuant to 35-A M.R.S.A §101, it is the Commission’s
responsibility to ensure safe, reasonable and adequate service and to ensure that the
rates of public utilities are just and reasonable to customers and public utilities. If the
Commission finds that a carrier is failing to meet its obligation to provide reasonable and
adequate service, after a proper investigation is conducted pursuant to 35-A M.R.S.A. §
1303 and a finding of inadequate service is made, the Commission may by Order
establish or change terms, conditions, measurement, practice, service, or acts as it
finds just and reasonable. The Commission’s Plan retains this statutory framework, with
respect to voice service providers, for POLR service only.

The Plan also authorizes the Commission to establish POLR
service reliability metrics (“PRM”) that will quantitatively measure the performance of
each POLR service provider in providing reliable POLR service. The PRM will establish
the floor for acceptable POLR service quality. Performance equal to or better than the
benchmark for each metric will represent “reasonable and adequate service.”
Performance below the benchmark will represent inadequate service. As an incentive-
based program, the PRM will include a customer rebate mechanism that is triggered by
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substandard POLR service. The PRM, benchmarks, and customer rebate formulas will
be established through a rulemaking proceeding.

3. Revenue Requirements of POLR Service Providers

If a POLR service provider believes that the revenues generated by
the sale of POLR service in a particular geographic area within its service territory (e.qg.,
an exchange or census block) are insufficient to cover the costs of offering and
providing the service throughout that area (plus a reasonable return on investment) it
may request additional revenues. To evaluate whether such additional revenues are, in
fact, required, the Commission will conduct an adjudicatory proceeding to establish the
forward-looking revenue requirement for that specific geographic area. This analysis
will employ a forward-looking cost model to determine the costs of providing all of the
services that the POLR service provider offers in the specified area.

The forward-looking cost model (“cost model”) will be developed in
the context of the first adjudicatory proceeding in which a POLR service provider seeks
additional revenues. The Commission anticipates that the cost model will be designed
to determine the total costs of constructing and maintaining a hypothetical network that
capable of providing not only POLR service but also all of the other services offered by
the POLR service provider in the relevant geographical area. The hypothetical network
that would form the basis of the model would presume that it is built today using modern
technologies (likely IP technology as opposed to traditional, and increasingly outmoded,
circuit-switched technology) and present-day costs.

The Commission expects that its development of this model will
coincide with, and benefit from, the FCC’s recently announced plan to develop just such
a model over the course of 2012, in an open proceeding. It is the FCC’s stated intention
to begin using this new model in 2013 for the purpose of calculating federal USF
distributions to support broadband build-out, and to calculate high-cost support for voice
service during the period in which that support is being phased out. The Commission
believes that significant regulatory efficiencies may be realized by tailoring Maine’s
model to that being developed by the FCC. Once completed, the Commission’s cost
model will be applied to the geographic area in which the POLR service provider seeks
additional revenues.

To determine the POLR service provider’'s revenue requirement for
a given geographic area, the Commission will obtain from the POLR service provider an
accounting of its total current revenues derived from of all services that it offers in that
area. Thus, the total revenue calculation will include not just the revenue derived from
the sale of regulated POLR service, but also from the sale of all telecommunications
and information services not regulated by the Commission (regardless of whether the
service is regulated by the FCC). All current state and federal USF support received by
the POLR service provider will be included in the total revenue calculation.
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If total costs exceed total company revenues for the specific
geographic area under consideration, the POLR service provider will be entitled to
additional revenues. Under the Plan, these revenues must first take the form of an
increase in the POLR service rate in that area, up to a level which under the FCC'’s
existing rules is two standard deviations above the national average local exchange rate
charged in urban areas. Presently, that two standard deviation benchmark is $32.28
per month.

If the Commission’s revenue analysis determines that there would
still be a revenue shortfall in the relevant area after POLR service rates are increased to
the maximum federal benchmark level, then some amount of support will be provided
from the Maine USF. Such Maine USF support will enable POLR service providers to
maintain POLR service rates at the benchmark. Under the existing Maine USF rule
implemented by the Commission, Chapter 288, only rural ILECs are eligible for Maine
USF support, and 15 of the 22 such carriers receive subsidization from the fund. Under
the Plan, however, FairPoint-NNE (a non-rural ILEC) will become eligible to receive
Maine USF support because it will be designated as a POLR service provider. Chapter
288 will need to be revised accordingly.

The approach to revenue requirement analysis outlines above is a
substantial departure from the Commission’s traditional rate-making techniques for
telephone utilities. First, consideration of a POLR service provider’s costs would be
limited to specific geographic areas which could be subsets of the company’s entire
service territory. Second, the Commission would not seek to allocate costs according to
the various types of services offered by the company (or the traditional “jurisdictional”
characterization of service supported by those costs). Regardless of whether a portion
of the cost of a particular piece of network equipment was formerly treated as an
intrastate cost, an interstate cost, or an “unregulated” cost, the cost will be included in
the model, on a forward-looking basis. Third, all revenues, regardless of whether they
are revenues derived from services formerly characterized as “intrastate” revenues will
be considered in setting the revenue requirement for the POLR service provider for the
particular geographic area at hand. Finally, the need for a revenue increase in a
particular geographic area will be met, in the first instance, through a rate increase for
POLR service only, as under the Plan the Commission will not regulate the rates of any
other voice service in the State and will therefore be unable to spread the need for
additional revenues across a variety of different services offered by the POLR service
provider.

Moreover, implementation of the Plan’s approach to evaluating the
revenue requirements of a POLR service provider will likely, over time, result in the rate
for POLR service paid by customers residing in certain higher cost areas of a POLR
service provider’s territory to become comparatively higher than the rate paid by
customers residing in other lower cost areas of the same carrier’s territory. The degree
to which there will be different “rate zones” for the same POLR service will depend upon
if, when, and for which particular service areas a POLR service provider seeks and
obtains approval for additional revenues. Likewise, the existing regime of nearly
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identical rates among various rural carriers (a result of reforms to intrastate access
rates, the contours of local service calling areas, and implementation of the Maine USF)
is not guaranteed under the Plan. Stated another way, a significant consequence of
implementing the Commission’s Plan may be erosion of the viability of the rate-
averaging policy that has, to date, been a significant component of price regulation of
telephone service in Maine.

One reason why disparate rates may occur under the Plan is that
the costs of providing service are undoubtedly higher in rural areas of the state.
Another reason is that less robust competition in certain rural areas of the state may
enable a POLR service provider to increase its POLR service rate without losing POLR
service customers. Indeed, the view that competition as it presently exists constrains
the market price for basic local service is true only to the extent that in a particular area
there are several competitive providers for that service. For instance, in the case of
FairPoint-NNE, the existing price caps set by the AFOR do not constrain FairPoint-
NNE’s ability to lower prices for basic local service to meet competition where it exists.
However, under the AFOR, FairPoint-NNE may not increase its rates above the cap
where it faces little or no competition for basic local service. In contrast, the Plan would
permit FairPoint-NNE to seek a rate increase for POLR service selectively in a discrete
geographic area, provided that application of the Commission’s cost-model
demonstrates that its costs in that area exceed its revenues.

The Commission’s Plan may also cause changes in the size of the
Maine USF. Even though POLR service rate increases up to the FCC benchmark will
serve to temper undue reliance on Maine USF support, it is possible that the total size
of the Maine USF will increase once the Plan is implemented. This is especially so
because FairPoint-NNE will become eligible, for the first time, to obtain Maine USF
subsidies. The economic effect of any increase in the size of the Maine USF fund is
increased socialization of revenue shortfalls experienced by POLR service providers.
The total cost of these subsidies will be borne by all providers of voice service in Maine
through their contributions to the fund and, to the extent those costs are passed on to
customers, by every user of voice service in the state.

In developing the revenue requirement provisions of its Plan, the
Commission considered the possibility of establishing a mechanism to examine the
economic cost to a company of providing only POLR service. However, this would be
exceedingly difficult because POLR service is not a discrete service provided over
dedicated facilities by the carrier. Instead, POLR service is one of many services, both
regulated and unregulated, that are provided over the plant and equipment
encompassing the carrier’s entire network. Indeed, much of the carrier’s investment is
made to provide multiple services, and a significant portion of its expenses are incurred
on a company-wide basis. The complexities of attempting to correctly separate and
allocate the investments in plant and the joint and common costs of providing only
POLR service would not only be extremely time-consuming but also would be sure to
generate considerable controversy. Conducting POLR service-specific rate cases is
simply not, in the Commission’s view, a viable option.
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4. Relief from POLR Service Obligation by ILECs

Maintaining POLR service, as defined above, as a choice
universally available to customers irrespective of the existence of other options for voice
service, is necessary to ensure the health, safety and economic opportunities of all
Maine citizens. Under the Plan, the obligation to offer POLR service is initially assigned
to each of the ILECs, as it is these firms that have historically, and successfully,
provided “universal” voice service. Nevertheless, as an alternative to petitioning for
additional revenue in order to continue offering POLR service, any POLR service
provider may petition the Commission to be relieved of its POLR service obligation.
Thus, a POLR service provider may come before the Commission and present, in an
adjudicatory hearing, granular, detailed, and persuasive quantitative evidence that there
no longer exists within a discrete geographic area (e.g., an exchange or census block) a
public interest need for the POLR service offering. The Commission expects that the
burden of making such a showing will be quite heavy and not easily met.

Among the factors that the Commission would be required to
consider in reaching a decision in such a proceeding are: (1) the number of customers
who purchase only POLR service (i.e., do not purchase POLR service as a component
of a package of other services such as internet or video programming); (2) verifiable
data identifying the physical locations of all customers who presently take POLR service
from the provider; (3) verifiable data identifying the physical locations of all customers
who presently take service from the provider that is not POLR service, and the particular
service offerings that these non-POLR service customers take from the provider; (4)
verifiable data identifying those physical locations within the exchange area where
customers presently taking POLR service have the ability to take service from two or
more alternative service providers; (5) verifiable data demonstrating that each of the
alternative services available to such customers is materially comparable in price,
quality (at the physical location of the customer), and terms and conditions of service;
(6) any other verifiable data which demonstrates that it would be in the public interest to
relieve the provider of its obligation to provide POLR service in the specific geographic
area. Satisfaction of all of the above factors would likely be indicative of the presence of
effective competition in a given area.

To the extent that other criteria may reveal themselves as germane
to the Commission’s evaluation of a provider’s petition to be relieved of its obligation to
offer POLR service in particular exchanges, such factors, and the quality of data
necessary to support them, would be identified either over the course of case-by-case
evaluations or in the context of an open rulemaking proceeding. In other respects,
existing rules and practices of the Commission are easily applied to an adjudicatory
proceeding held on a petition to relinquish the POLR service obligation. Such
proceedings would be limited to a particular exchange in which the POLR service
provider seeks to be relieved of its POLR service obligations.
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Alternatively, where a POLR service provider (initially an ILEC) is
not able to present a compelling case that POLR service is not necessary in a given
geographic area, the provider may seek to demonstrate that one or more viable
alternative POLR service providers are available and willing to replace the original
provider. In this instance, the Commission would conduct an in-depth analysis, in an
adjudicatory proceeding, to ensure that any proposed “replacement” POLR service
provider is fully qualified to meet the POLR service standards and do so at a reasonable
price. The original provider of POLR service would not be relieved of its POLR service
obligations until the replacement provider demonstrates its capabilities (financial and
technological) to assume the role. There are a variety of ways in which the Commission
might identify other potential replacement POLR service providers, such as through a
Request for Proposals process or a “reverse auction.” The Commission’s Plan affords it
sufficient discretion and flexibility to establish, on a case-by-case basis, the particular
process that it will adopt to evaluate a replacement POLR service provider, and to
explore and consider whether or not less costly, but equally effective, alternatives exist.
Again, the POLR service provider’s burden of demonstrating that it should be relieved of
its POLR service obligations in favor of a substitute provider will be quite high, and there
must be a willing and capable replacement.

D. Universal Service Funds

It is not possible to predict whether, and to what extent, additional explicit
support may be required to ensure the continued viability of POLR service once the
rates of non-POLR service are deregulated. This is especially so in light of the fact that
the FCC has made significant changes to the structure of the federal USF program.
Currently, Maine’s ILECs (and also U.S. Cellular) receive annual support from the
federal USF and/or the Maine USF. In 2010, Maine’s telephone companies received a
total of approximately $18 million in federal support, and $7.4 million in state support.
These ongoing USF disbursements are a form of explicit support (i.e., subsidization) to
companies providing service in high-cost areas. They are meant to further the policy of
universal service which, as articulated in federal law, is to ensure that “[clJonsumers 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,
including interexchange services and advanced telecommunications and information
services, that are reasonably comparable to those service provided in urban areas and
that are available at rates that are reasonably comparable to rates charged for similar
services in urban areas.” 47 U.S.C. § 254(b)(3).

The federal subsidies received by U.S. Cellular are used exclusively for
expanding the availability of its service into high-cost areas. By contrast, the bulk of the
support received by the ILECs is intended to allow the Commission-approved rates to
be lower than they otherwise would be based on traditional cost-based ratemaking
principles and, therefore, to approach, in terms of comparability, the lower rates enjoyed
by customers residing in more urban areas of the country. As presently implemented,
the Maine USF provides a supplemental subsidy to rural ILECs so that the rates paid by
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customers of smaller, “independent” ILECs will be comparable to the rates paid by
FairPoint-NNE’s customers.

For most of the carriers receiving explicit support, the subsidy is an

important source of revenues. The chart on the following page indicates the amount of
support received by Maine telephone companies. As a rough measure of the impact
which that support has on monthly rates paid by customers, the last column of the chart,

entitled “support per line per month” suggests that for customers of thirteen of the

ILECs, monthly rates are subsidized in amounts greater than $24, with the per-line
monthly subsidization exceeding $100 for the customers of two ILECs operating in very
high-cost, low density areas.

Explicit Support Paid to Maine Telephone Companies - 2010

Support
Support  per Line
Total per Line per
Carrier Support ME USF* FED USF' Lines** per Year Month
U.S. Cellular $9,444,445 $0 | $9,444,445 n/a* n/a* n/a*
Somerset Tel. Co. $3,400,811 | $2,480,126 $920,685 9,200 $369.65 $30.80
UniTel $2,079,857 $822,215 | $1,257,642 4,001 $519.83 $43.32
Standish Tel. $2,039,298 $203,028 | $1,836,270 4,093 $498.24 $41.52
Lincolnville/Tidewater | $1,753,954 $145,078 | $1,608,876 11,067 $158.49 $13.21
Northland Tel. $1,710,315 $0 | $1,710,315 17,381 $98.40 $8.20
Union River Tel. $1,442,456 $235,367 | $1,207,089 1,190 | $1,212.15 | $101.01
Mid Maine Tel. $1,378,310 $564,098 $814,212 4,228 $326.00 $27.17
Community Service $1,371,147 $0 | $1,371,147 7,306 $187.67 $15.64
FairPoint-NNE $1,269,091 $0 | $1,269,091 | 340,333 $3.73 $0.31
Oxford/Oxford West $2,030,685 $0 | $2,030,685 10,741 $189.06 $15.75
Hartland/St. Albans $901,877 $610,802 $291,075 3,104 $290.55 $24.21
Saco River Tel. $869,352 $0 $869,352 5,444 $159.69 $13.31
W. Penobscot Tel. $838,899 $618,153 $220,746 1,963 $427.36 $35.61
Island Tel. Co. $814,672 $626,953 $187,719 591 | $1,378.46 | $114.87
Hampden Tel $774,259 $270,763 $503,496 2,439 $317.45 $26.45
Pine Tree Tel. $757,914 $0 $757,914 4,202 $180.37 $15.03
Warren Tel. Co. $692,457 $425,064 $267,393 1,250 $553.97 $46.16
China Tel. Co. $648,750 $107,985 $540,765 2,032 $319.27 $26.61
Cobbosseecontee $263,385 $90,387 $172,998 501 $525.72 $43.81
Sidney Tel. $858 $858 $0 933 $0.92 $0.08
Maine Tel. Co. $196,501 $196,501 $0 5928 $33.15 $2.76
Total $25,234,848 | $7,397,378 | $17,837,470 | 437,927

t2010 Monitoring Report, Federal-State Universal Service Joint Board Staff.
*Maine USF disbursements were established at the time of the recipient’s last rate case.
* This information was not made available by U.S. Cellular.
** Line totals obtained from company annual reports to the Commission.
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The Commission’s Plan modifies the Maine USF to permit support to be
disbursed to each carrier designated to provide POLR service. Initially, the amount of
Maine USF support that each POLR service provider will receive will be the same
amount that it currently receives (these amounts have not changed since they were first
established). As described above, subsequent adjustments may be made on a
company by company basis, in the context of a petition for an increase in the revenues
for POLR service. In such circumstances, consideration of increased support will be
made in conjunction with consideration of an increase in rates for POLR service, and
the authorized amount of Maine USF support for a given carrier will be established
based upon the amount that is necessary to support the carrier’s entire network in the
discrete geographic area, taking into account all of the revenues that the POLR service
provider receives as a result of its sale of all types of service in that area..

It is possible that the overall size of the Maine USF fund will increase as
the Plan is implemented. This is most likely to occur in the event that FairPoint-NNE
seeks an increase in the rates it charges for POLR service after the expiration of its
existing AFOR in 2013. To the extent that the Commission’s forward looking cost
analysis demonstrates that the costs to FairPoint-NNE of providing its services in a
given geographic area exceed the revenues is receives in that area (from all sources),
the Commission will consider the disbursement of Maine USF subsidies to support
service in that area. Assuming no previous change in the support provided to the other
POLR service providers, a decision to provide FairPoint-NNE with Maine USF support
would necessarily increase the size of the fund by the amount of the authorized support.

The Commission’s Plan also ensures that the contribution base of the
Maine USF is as broad as possible, and that the contribution obligation does not
depend upon the technology (e.g., VolP, wireline, wireless) that a particular carrier
deploys to offer voice service. To more equitably distribute the contribution obligation,
Maine USF contributions will be made by every company providing voice service in the
state based on company revenues, regardless of the technology deployed.31

V. Regulatory Reform — Other
A. Broadband

The Resolve does not address issues related to the regulation of
broadband. Increased availability of broadband service, and the speed at which that
service is provided to consumers, is undeniably an important factor in future economic
development in Maine. Indeed, 35-A M.R.S.A. § 7101 — the legislative statement of
Maine’s telecommunications policy — states that “it is the goal of the State that all
Maine's businesses and citizens should have affordable access to an integrated

*" This sentence was changed on January 4, 2012 to correct an error. The original sentence stated,
incorrectly, that the Commission’s Plan would collect Maine USF contributions on a per telephone number
basis; the Commission intended to state, however, that Maine USF contributions would be collected on
the basis of company revenues.
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telecommunication infrastructure capable of providing voice, data and image-based
services.” The Legislature has also found that “computer-based information services
and information networks are important economic and educational resources that
should be available to all Maine citizens at affordable rates,” and that “[i]t is the policy of
the State that affordable access to those information services that require a computer
and rely on the use of the telecommunications network should be made available in all
communities of the State without regard to geographic location.”

The Commission agrees that the availability and use of broadband
services is important to Maine’s economic development. The Legislature has not,
however, delegated to the Commission statutory authority to regulate entry of
companies into the market for broadband services or the price at which such services
are offered. Indeed, in light of federal preemption concerning broadband regulation, it is
uncertain whether the Legislature could give such authority to the Commission. Even
without federal preemption, it seems unlikely that the method used to ensure basic
service ubiquity — i.e., monopoly regulation coupled with an obligation to serve and
subsidies for low income customers and high cost areas — would be an efficient or
effective model for broadband, where rapid technological change and vigorous
competition are the rule rather than the exception. In any event, the Commission is not
recommending the establishment of state economic regulation of broadband.
Broadband service is not an element of the POLR service addressed in the
Commission’s Plan.

The Commission thus recommends that the Legislature consider other
tools to the extent that it believes that market forces alone will not provide sufficient
deployment of broadband throughout the state. Tools could include a state fund
dedicated to the purpose or an expansion of the grant program presently administered
by the ConnectME Authority. In addition, the FCC has adopted a National Broadband
Plan and, on November 18, 2011, announced substantial changes in the federal USF.
Part of those changes involve a shift in the use of those funds from the support of high-
cost basic telephone service to supporting efforts to expand broadband penetration into
areas that are not presently served by any provider. Consequently, the Commission
recommends that the Legislature give it broad authority to assume whatever state role
might emerge from these changes in the federal USF program so that it can coordinate
state efforts to maximize the amount of federal funding available to broadband providers
in Maine. Pending full implementation of these changes, the Commission should retain
its existing authority to take actions intended to maximize the flow to Maine companies
of funds from the legacy USF mechanism during any transition period.

Finally, as a condition of its approval of the purchase by FairPoint of the
telephone network assets in Maine formerly operated by Verizon, the Commission
approved commitments made by FairPoint-NNE to expand the geographic scope of its
broadband offerings by making capital expenditures to update its telephone network
facilities. Those commitments, which by their terms provide access to FairPoint-NNE’s
broadband services to at least 87% of its Maine customers, are embodied in orders of
the Commission and are currently enforceable by the Commission. The Commission
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recommends that the Legislature not adopt any statutory revision to Title 35-A that
would diminish the authority of the Commission to enforce FairPoint’s obligations
regarding its broadband build-out commitments.

B. Chapter 200 Outage Reporting

Section 3(4) of the Resolve prohibits the Commission from requiring the
filing of service outage reports any earlier than seven days after restoration of service.
Carriers are required to make reports to the Commission’s Emergency Services
Communications Bureau (“ESCB”) within 30 minutes of an outage that affects the E911
network. However, not all outages affect E911 (i.e., the E911 “network” is working
properly in that the state’s PSAPs are all up and running and connected to each other,
but individual customers may not have service and, thus, not be able to reach a PSAP).

The Commission is of the view that the Legislature intends for it to be kept
abreast of significant network outages impacting the ability of Maine citizens to access
the voice services upon which they rely. After-the-fact reporting of service outages
does not accomplish this public safety goal. Nor does reliance on the reporting
thresholds of the FCC, which are substantially higher than is useful for a largely rural
state such as Maine.

The ILECs, and particularly FairPoint, object to the existing outage
reporting requirements because they view the effort they expend to comply as
unjustified by the public safety benefits of the reporting regime. To simplify the outage
reporting requirements, and to make them less burdensome, the Plan calls for all Voice
Service Providers to report to the Commission the fact that a key component of its
network is not functional. Under the Plan, the Commission proposes amending Chapter
200 to provide that these reports are to be submitted to the Commission electronically
as soon as is practicable, but not more than four hours after the outage is discovered.
The report should identify the location of the network component that is out of service,
and should include the contact information for the person making the report. No further
information need be submitted to the Commission regarding the outage unless
requested by the Commission. As soon as practicable after the outage is resolved, the
carrier should so advise the Commission.

The Commission will conduct a major substantive rulemaking proceeding
to modify its Chapter 200 rule to identify, for each type of carrier, the particular network
component outages that will trigger this simplified outage reporting requirement. For
instance, the Commission anticipates that, for ILECs, the outage of a central office or
remote terminal will be a reportable event, and that for interconnected VolP providers
an outage experienced at its analogous facilities (such as critical servers, soft-switches,
or nodes) should be reported.
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C. Modifications to Financial and Accounting Reporting Requirements

Under the Commission’s regulatory reform proposal, only the provision of
POLR service will be regulated. Thus, only POLR service providers will be required to
file accounting and financial reports pursuant to existing state statutory and regulatory
law. Non-POLR service providers will be required to submit only such financial
information as is necessary to accurately report revenues for annual regulatory, Maine
USF, MTEAF, and ConnectME assessment purposes. Although the Plan eliminates the
need for an explicit chart of accounts, the Commission will continue to require each
voice service provider (“WSP”) and each POLR service provider to keep its books in a
manner that allows appropriately segmented reporting of all revenue generated in
Maine.

In the event that a POLR service provider seeks additional revenues with
respect to a specific geographic area, the carrier will be required to submit audited cost
and revenue information necessary for the Commission to conduct the forward-look cost
analysis and total company, un-separated revenue review mandated under the Plan.
Finally, in the event that a non-POLR service provider is under consideration by the
Commission for designation as a replacement POLR service provider (should the
existing POLR service provider petition for relief from its POLR service obligations),
then the potential replacement will be required to file such financial information as the
Commission determines is germane to the question of whether that carrier is qualified to
become a POLR service provider.

D. Other Modifications to Title 35-A and Commission Rules

There are existing provisions of Title 35-A that, in the view of the
Commission, either create impediments to competition or which may not demonstrably
advance the public interest. The Commission’s Plan would remove these provisions.

The Plan would remove the bonding required for CLECs in Section 2102
of Title 35-A. The bonding (or in-state asset) requirement was added to Section 2102
because of concerns about “slamming” (the unauthorized change of a customer by a
carrier from another carrier authorized by the customer). Slamming is prohibited by 35-
A M.R.S.A. § 7106, which also provides remedies and penalties. This requirement, in
the absence of a showing that a particular applicant has a history of “slamming” or other
illegal activities, may constitute a “barrier to entry” prohibited by 47 U.S.C. § 253(a).
Other states have imposed bond requirements; however, the Commission is not aware
of any state whose bond requirement is as high as Maine’s. In addition, the
Commission’s CAD receives very few slamming complaints. For these reasons, the
Commission’s Plan removes the bonding requirement.

The Plan eliminates Section 307-A of Title 35-A (exemption for certain

telephone utilities from the requirements regarding the filing of, and changes to, rates
and terms and conditions). As POLR service providers are the only telephone carriers

56



Plan of the Maine Public Utilities Commission to Reform Telecommunications Regulation

which remain public utilities under the Plan, there is no need for there to be continued
authority to grant exemptions for carriers which are deregulated under the Plan.

The Plan eliminates Section 507 of Title 35-A (exemption for certain
telephone utilities from the requirements regarding the filing of balance sheets and the
time for closing accounts). As POLR service providers are the only telephone carriers
which remain public utilities under the Plan, there is no need for there to be continued
authority to grant exemptions for carriers which are deregulated under the Plan.

The Plan eliminates Title 35-A, Chapter 8 (collection for audiotext
services) in its entirety. Audiotext services, to the extent they even remain a viable
business in the internet age, are not POLR services, and there remains no continuing
need for the Commission to regulate in this area.

The Plan eliminates Section 912 of Title 35-A (exemption for certain
telephone utilities from the requirements regarding the issuance of stocks, bonds, and
notes). As POLR service providers are the only telephone carriers which remain public
utilities under the Plan, there is no need for there to be continued authority to grant
exemptions for carriers which are deregulated under the Plan.

The Plan eliminates Section 7301 of Title 35-A (telephone charges for
local calls from pay telephones). Public telephone service is not POLR service, and
therefore, under the Plan, there is no longer Commission jurisdiction over payphone
service.

The Plan eliminates Section 7303 of Title 35-A (mandatory local measured
telephone service prohibited). POLR service is defined as requiring unlimited local
service. Any other local service offered by a POLR service provider or any service
offered by a carrier that is not a POLR service provider, is entirely unregulated under
the Plan, there is no continuing basis to require that local service not be provided on a
measured basis.

The Plan eliminates Section 7303-A of title 35-A (basic service calling
areas). POLR service requires unlimited local calling in an area determined by the
Commission. The local calling area for POLR service under the Plan is the basic local
calling area in effect as of January 1, 2012. There is no continuing need for a
mechanism, as provided in § 7303-A, for consumers to petition for a change in the basic
local service area of a voice service provider.

The Plan eliminates Section 7304 of Title 35-A (prohibition against
ordering competitive bidding). As only POLR service is regulated under the Plan, there
is no longer Commission jurisdiction to review the company-wide requisition practices of
telephone carriers.
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The Plan eliminates Section 7305 of Title 35-A (notice of charges for use
of public telephones). Public telephone service is not POLR service, and therefore,
under the Plan, there is no longer Commission jurisdiction over payphone service.

The Plan eliminates Section 7306 of Title 35-A (customer premise wire).
Services related to the telephone wires located inside a customer’s premises are not
POLR service under the Plan. There is therefore no longer Commission jurisdiction
over such services.

The Plan eliminates the tariffing requirement of Section 7307 of Title 35-A
(notice of intrastate toll rate changes). Toll service is not POLR service under the Plan,
and thus tariffs for such services are no longer subject to Commission jurisdiction. The
consumer protection aspect of this section (that toll carriers provide notice to their
customers of rate increases) is retained under the Plan.

The Plan eliminates Section 7308 of Title 35-A (prepaid calling service).
Prepaid calling service (prepaid calling cards) are not POLR service, and therefore,
under the Plan, such services are no longer subject to Commission jurisdiction.

The Plan eliminates Section 7504 of Title 35-A (special telephone
equipment.). Special telephone equipment (volume control devises and bone
conducting receivers) are not POLR service. Under the Plan, the sale and lease of
such items are no longer subject to Commission jurisdiction.

The Plan eliminates Title 35-A, Chapter 77 (emergency use of Telephone
Party Lines). There are no longer party lines in Maine and, in any event, such service is
not POLR service.

The Plan eliminates Section 8301 of Title 35-A (Commission regulation of
cable television companies). The voice service offered by cable television service
(VolP) is not POLR service under the Plan, unless a cable television carrier were to
become a POLR service provider pursuant to the POLR service provisions of the Plan.
Therefore, under the Plan, the Commission does not have plenary jurisdiction to
regulate the voice offerings of cable companies unless and until they become POLR
service providers, in which case whey would be regulated under the POLR service
provisions of Title 35-A.

The Plan eliminates Title 35-A, Chapter 85 (radio paging service). Radio
paging service is not POLR service. Under the Plan, therefore, there is no continuing
Commission jurisdiction over such service.

The Plan eliminates Section 8901 of Title 35-A (separate accounting for
mobile telecommunications services). Mobile wireless service is not POLR service
under the Plan, unless a mobile wireless carrier was to become a POLR service
provider pursuant to the POLR service provisions of the Plan. Moreover, to the extent
that a POLR service provider were to operate a wireless network which uses, directly,

58



Plan of the Maine Public Utilities Commission to Reform Telecommunications Regulation

the network infrastructure of the POLR service provider, the cost of that overlapping
network would be included in the forward-looking cost model under the revenue
requirement provisions of the Plan (as would the revenues derived from the use of
those facilities).

The Plan contemplates the expiration of the existing FairPoint-NNE
AFOR, by its own terms, on July 31, 2013. Thus, 35-A M.R.S.A. § 9106 (expiration of
Title 35-A, Chapter 91) is added to reflect that the AFOR mechanism will sunset, in its
entirety, on July 31, 2013 and, further, that no new AFORs (for FairPoint-NNE or any
other Voice Service Provider, will be adopted in the interim.

The Plan also contemplates elimination of several Commission Rules, many of
which were discussed in earlier Sections of this Plan. The Rules the Plan would
eliminate include, but are not necessarily limited to: Chapter 202 (audiotext), Chapter
212 (exemption for CLECs), Chapter 214 (exemption for certain telephone utilities from
filing requirements), Chapter 230 (inside wire), Chapter 240 (mobile
telecommunications), Chapter 250 (coin-operated telephones), Chapter 289 (bundled
services), Chapter 291 (billing and collection for non-ETCs), and Chapter 292 (billing
and collection for IXCs). The Commission will repeal its Rules only after a public
rulemaking process for each rule, and careful consideration of effect of the repeal of
each Rule on other Commission Rules and with an eye toward preventing adverse
unintended consequences.

V. Program to Educate Public About POLR Service

It may be necessary to educate consumers regarding how the changes in the
Commission’s oversight of the Telecommunications Industry will affect the services they
currently purchase. For instance, consumers will need to be made aware of the fact
that consumer protections, and recourse to the Commission’s Consumer Assistance
Division, will be limited to POLR service. This outreach effort will be designed to
minimize customer confusion during the transition period.

VI. Convergence of the Goals of the Commission’s Plan and the FCC
Restructuring of the Federal Universal Service System

On November 18, 2011, the FCC issued an Order adopting comprehensive
reforms to the federal high-cost USF mechanism. The primary purpose of the changes
to the federal USF is to help fund a modern broadband network that reaches customers
throughout the nation. With respect to wireline providers, there will be a gradual shift in
funding from the existing high-cost component of the federal USF (which has largely
subsidized voice networks in high-cost areas) to a new Connect America Fund (“CAF”)
that is intended to support the buildout and provisioning of networks capable of
providing both voice and high-quality broadband service.

The CAF mechanism will be implemented in two phases. In Phase |, which
begins in 2012, the existing levels of high-cost federal USF support disbursed to ILECs
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that are ETCs will be frozen at current levels. All carriers receiving this support must
use it in a manner that is consistent with achieving universal availability of both voice
and broadband. In addition, $300 million in additional CAF funding will be made
available to ETCs which agree to use it to deploy new broadband facilities in unserved
areas which are capable of delivering actual speeds of at least 4 Mbps downstream and
1 Mbps upstream. In Phase Il, the CAF funding will be disbursed in amounts
determined by using of a forward-looking cost model. The recipients of CAF funding will
be determined through a mechanism of competitive bidding. In Phase I, all CAF
funding must be used to deploy new broadband at speeds to be determined by the cost
model but which meet the minimum threshold of 4 Mbps downstream and 1 Mbps
upstream.

It is too early to predict precisely how these changes to the federal USF will
impact carriers in Maine, in part because the Commission does not know whether, and
to what extent, Maine’s ILECs will seek a portion of the $300 million in additional CAF
funding to build out broadband at the required speed thresholds, or successfully bid for
Phase Il CAF funding. Nonetheless, certain aspects of the FCC’s Order suggest that
the Commission’s Plan is consistent with the new federal USF regime.

First, the FCC’s Order recognizes the importance of establishing a definition for
“voice telephony service” that is based on the functionality of the service as opposed to
the technology used to deliver it. This comports both with the Plan’s use of the
technologically neutral term Voice Service Provider to refer to all carriers the offer a
voice transmission service, and also with the definition of POLR service, which is not
dependent on any particular technology.

Second, the FCC expressly retained the authority of state commissions to
enforce “carrier of last resort (‘(COLR’)” obligations. Specifically, the FCC noted that no
evidence had been presented of “specific legacy service obligations that represent an
unfunded mandate that makes it infeasible for carriers to deploy broadband in high cost
areas.” Thus, to the extent that the Commission’s Plan seeks to preserve the
availability of POLR service, it is entirely consistent with the FCC’s Order. In fact, the
FCC observed that “states could consider providing state support directly to the
incumbent LEC to continue providing voice service in areas where the incumbent is no
longer receiving federal high-cost universal support or, alternatively, could shift COLR
obligations from the existing incumbent to another provider who is receiving federal or
state universal service support in the future.” Such flexibility is, indeed, anticipated by
the Commission’s Plan.

Third, as noted previously, the FCC’s CAF mechanism will rely on the
development of a forward looking cost model approach in much the same way in which
the Commission’s Plan will employ such a model to determine the cost-side of any
revenue requirements analysis undertaken upon the request of a POLR service provider
for additional revenues. As the FCC explains, it intends to construct its model to
analyze the costs of a modern communications network capable of supporting voice
and broadband, and that CAF funding will not be awarded based upon “embedded
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costs.” This is precisely the vision of a forward-looking cost analysis articulated in the
Commission’s Plan. Moreover, just as the Commission’s Plan anticipates the
application of a cost model to discrete geographic areas of a POLR service provider’s
service territory, the FCC intends to “model forward-looking costs to estimate the cost of
deploying broadband-capable networks in high-cost areas and identify at a granular
level the areas where support will be available.” The FCC suggests that the level of
granularity of its approach will be to calculate “costs based on the plant and hardware
required to serve each location in a small area (i.e., census block or smaller),” and that
this will enable it to “accurately capture the true costs of subscale markets.” The Plan
also anticipates an analysis of costs at a similar level of granularity. In all, the FCC’s
forward-looking cost model approach is strikingly similar to the approach recommended
by the Commission’s Plan.

Fourth, the FCC recognizes that “there are instances where an unsubsidized
competitor offers broadband and voice” to a significant portion of an ILEC’s service area
“typically where customers are concentrated in a town or other higher density sub-area,”
but not throughout the entire territory. Consequently, the FCC will phase out high-cost
support for ILECs only in areas where a non-satellite unsubsidized competitor offers
service for 100% of the locations in territory. This recognition that competition may not
be ubiquitous, and that competitors are able to selectively determine where they wish to
offer service (cream skimming), is consistent with the Commission’s Plan to enable all
POLR service providers (even those facing competition) to seek, where it is justified,
Maine USF support.

Finally, the FCC’s Order retains the role of the state commissions in certifying
each year that the recipients of federal support (i.e., ETCs) have used and will use the
funds for approved purposes. Moreover, the Commission will receive annual
broadband performance reports filed by CAF recipients, including verification of speed
and latency testing results. The FCC’s Order anticipates that the Commission will share
the responsibility of ensuring that the CAF recipients are, in fact, using funds to build a
broadband network capable of achieving specified performance benchmarks.

VIl. Comments of Interested Persons

Several interested persons filed comments in response to the draft of the Plan
released by the Commission on November 1, 2011. This section provides a summary
of the most significant of those comments, and a discussion of the Commission’s
consideration of those comments as it prepared its final version of the Plan. To the
extent more than one company made the same (or substantially similar) comment, that
fact is noted, but discussion of the merits of the point is not repeated for each such
instance.

Finally, a complete copy of all of the comments received by the Commission over

the course of the public inquiry it conducted in preparation for the development of the
Plan can be viewed, and downloaded from the Commission’s Virtual Case File under
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Docket 2011 at:
http://mpuc.informe.org/easyfile/easyweb.php?func=easyweb_splashpage.

A. FairPoint

FairPoint believes that the “the ability to maintain uninterrupted voice
service during a power failure,” is not an attribute that should be required of POLR
service. In FairPoint’s view, this requirement is not technologically neutral and
perpetuates the sort of competitive disparity that the Resolve was intended to address.
As noted above, the Commission is not unanimous on this issue, and has offered
alternative approaches for consideration by the Legislature.

FairPoint agrees that POLR service should not include packages or
services. Also, FairPoint believes that customers who purchase POLR service along
with ancillary features or services should not be permitted to seek the assistance of the
Commission’s Consumer Assistance Division in resolving complaints that are related to
the “POLR” service (but not the ancillary features) that they purchase. Again, the
Commission is not unanimous on this issue and has therefore presented options for the
Legislature to consider.

FairPoint agrees that with the forward-looking cost model approach to be
used in analyzing the revenue requirements for POLR service providers. However,
FairPoint suggests that the costs modeled should include the entire network costs
(construction and maintenance) in a given geographic area (e.g. exchange or census
block) necessary for a POLR service provider to “to stand ready to provide POLR
service” to any customer in the area requesting that service. The final Plan, as
submitted by the Commission, is in accord with this view by mandating a total network
cost analysis. As noted above, however, if the total network costs are considered in a
revenue requirements analysis, so to should total company, un-separated and un-
regulated revenues.

FairPoint agrees that its FairPoint-NNE subsidiary, along with the other
rural ILECs owned by the Company, should be designated as the POLR service
providers throughout their respective service territories. It also agrees that it should
become eligible for rate increases and, for the first time, Maine USF subsidies for POLR
service provided by FairPoint-NNE. It also agrees that the costs of these subsidies
should be socialized across all consumers of voice services in Maine, through the
contributions to the Maine USF made by all VSPs.

However, FairPoint-NNE also seeks immediate, “interim” Maine USF
subsidies on the grounds that immediate subsidization is necessary to help underwrite
the “unfunded costs” of providing local exchange service that is currently bears. This
assertion, which is in essence a petition for a legislatively mandated revenue increase,
is one with which the Commission emphatically disagrees. FairPoint-NNE presently
operates under an AFOR with an expiration date of July 31, 2013. In light of the
existing incentive-based rate plan (which is legislatively authorized form of ratemaking
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to which FairPoint consented), it is entirely incorrect to assert that FairPoint-NNE’s costs
of service are “unfunded,” or that the revenues it obtains through its rates are
inadequate to meet existing service obligations. FairPoint expressly agreed to the
terms of this AFOR for its FairPoint-NNE subsidiary as part of a thoroughly negotiated
stipulation it signed at the time that it purchased the Verizon network in Maine. In the
Commission’s view, it would be bad public policy to legislatively unwind the obligations
and ratepayer benefits of any such stipulation, especially as it was adopted by the
Commission following an intensely litigated proceeding involving numerous, adverse,
parties.

Moreover, the existing AFOR provides FairPoint-NNE with the flexibility to
pursue revenue-enhancing business strategies such as attempts to “win back”
customers previously lost to competitors by offering discounts in the form of lower rates.
Thus, legislative repeal of the AFOR would accomplish only one thing with respect to
rates: it would allow FairPoint-NNE to immediately raise rates in areas where the
company believes that it can do so without losing customers to competitors. FairPoint
agreed to a rate cap plan for FairPoint-NNE, and the Commission approved it.
FairPoint should not be permitted to seek an increase in revenues (through increased
rates or Maine USF subsidies) until after the expiration of the AFOR. At that time, the
Commission will consider any such request in the context of the forward-looking cost
model approach set forth in the Plan.

FairPoint also suggests that the SQI provisions of the existing AFOR be
completely eliminated entirely. Although the Resolve relieved FairPoint-NNE of the
multiplier provisions of the SQlI, it did not relieve it of the “base” amount of any rebates
due to customers on account of substandard service quality through the remaining term
of the AFOR. FairPoint’s suggestion, in its comments, that complete elimination of the
SQl is necessary to make permanent the temporary relief provided by the Resolve is
inaccurate. For the same reasons that the Commission rejected FairPoint-NNE'’s
request that it be allowed additional revenues through rates or Maine USF subsidies
prior to the expiration, in July, 2013, of the existing AFOR, the Commission also rejects
the suggestion that the Plan itself dissolve what remains of the AFOR’s service quality
component.

FairPoint would also make permanent the temporary provision of the
Resolve which prohibits the Commission from requiring that any ILEC be required to
report significant service outages to the Commission as they are occurring. Thus,
FairPoint rejects, as inconsistent with its view of parity, any requirement that would
obligate it to report such outages any earlier than 7 days after service is restored. For
the reasons set forth previously, the Commission believes that modification of the
outage reporting requirements, through a major substantive rulemaking proceeding, is a
more considered approach to balancing the burdens that such reporting may impose on
VSPs against the public safety interest that is advanced by system in which the
Commission is kept abreast of significant service outages as they are occurring.
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Likewise, FairPoint would make permanent the provision of the Resolve
which would freeze the technological standards of the infrastructure maps that must file
with the Commission. A consequence of this provision will be that the Commission will
be prohibited from modernizing, through a rulemaking proceeding, the standards and
level of detail of infrastructure maps, even as incremental improvements are made to
GIS mapping technologies and such improvements are adopted both by government
and relevant industries. The Commission believes that modern mapping technologies
are a useful tool both for policymakers, and recommends that Title 35-A not prohibit the
Commission from proposing modifications to its requirements in the future. The
Legislature might, however, consider whether such modifications should be presented
to it in the form of a major substantive rulemaking.

The draft of the Plan circulated by the Commission for comments included
its proposal that the Broadband Sustainability Fee, established by 35-A M.R.S.A. §
9216, be eliminated. In the Commission’s view, this fee is anti-competitive. FairPoint
objected, on the grounds that the transfer payments required by the Fund are not anti-
competitive as compared to the award, by the federal government, of stimulus funds to
assist in the construction of the Three Ring Binder dark fiber project. The Commission
strongly disagrees with FairPoint’s analysis. Nonetheless, as is the case with the
existing AFOR, the Broadband Sustainability Fee will expire, by its own terms, on a
date-certain. To advance a consistent policy of honoring the expectations of the
affected parties regarding sun-setting provisions of law and of Commission Orders
(such as the AFOR), the Commission has removed from the Plan its suggestion that the
Legislature repeal Section 9216.

Finally, FairPoint advocates for the complete elimination of the
Commission’s jurisdiction to evaluate and approve the sale or restructuring of the
ownership of any telephone company. This was not contemplated by the Resolve.
Moreover, it is the Commission’s view that there is a continuing need for oversight over
proposals that would transfer ownership of critical telephone infrastructure in Maine.
With respect to FairPoint, this is especially important, not only because the company
owns the network backbone relied upon by many competitors, but also because the
possibility of a change of ownership is, if anything, greater in light of the continued
precariousness of the firm’s financial condition. Accordingly, the Plan preserves the
Commission’s authority over reorganizations of telephone companies which result in a
change of control in their operations. In addition, under the Plan, a definition of the term
“change of control” (which was not provided by the Resolve) is supplied in a proposed
amendment to 35-A M.R.S.A. §708 (reorganizations).

B. TAM
TAM believes that the definition of POLR service should include the
attribute that service be survivable during power outages. As noted above, the

Commission is not unanimous on this issue, and has offered alternative approaches for
consideration by the Legislature.
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TAM seeks confirmation that the POLR service offering will be one which
requires flat-rate local service, as opposed to local service in which the rate charges is,
in whole or in part, based upon a measurement of minutes of use (local measured
service). The Commission’s Plan does not contemplate a deviation from the existing
“unlimited local service” regime for POLR service.

TAM agrees that POLR service should not include packages or services.
It is unclear whether TAM concurs with FairPoint’s view that customers who purchase
POLR service along with ancillary features or services should not be permitted to seek
the assistance of the Commission’s CAD in resolving complaints that are related to the
“‘POLR” service (but not the ancillary features) that they purchase. As noted above, the
Commission is not unanimous on this issue and has therefore presented options for the
Legislature to consider.

TAM agrees that the mix of rates for POLR service and Maine USF
subsidies should be set at a sufficient amount to allow the carrier to recover the costs
not only the costs of the POLR service itself, but also the cost of an entire network that
is capable of providing POLR service. However, TAM does not agree that the approach
of a forward-looking cost model be codified by the Legislature. Instead, it proposes that
the Commission be granted the flexibility to determine which method of cost-recovery to
apply (cost-model, traditional rate of return, or “some form of benchmarking”) in the
context of any future requests by a POLR service provider for additional Maine USF
support, provided that the Commission “adhere[s] to the basic principle of providing
sufficient support for a ubiquitous network capable of providing POLR service to
customers regardless of where they live in the State at comparable rates for
comparable service.” As noted above, the Commission’s Plan does include a total
network cost analysis. However, as also noted above, the consideration of total
network costs analysis requires, also, that all revenues deriving from the network be
considered, on an un-separated basis. The Commission does not believe, however,
that each POLR service provider seeking increased revenues should be able to select
among a variety of revenue requirements methodologies.

TAM also suggests, in the event that an ILEC’s POLR service obligation is
at some future point transferred to a non-ILEC, that the ILEC relieved of its POLR
service obligations should also be relieved of its wholesale obligations under federal
law. The Resolve expressly directed that the wholesale obligations of providers should
not be modified by the Commission’s Plan. The Commission is of the view that its
general authority, under the Plan, to fulfill its oversight role with respect to wholesale
matters, is sufficiently broad for such issues to be considered at the time they may
arise.

TAM disagrees with language in the draft Plan which intimated that the
relinquishment by a carrier of its POLR service provider designation would be
considered as a relinquishment also of its right to receive federal USF support as an
ETC. Without deciding the matter, the Commission has removed the language to which
TAM objects from the final version of its Plan.
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TAM is of the view that the measurement and reporting of service quality
by POLR service providers in general and recommends that any formal measurement
process be used for the purpose of determining whether a service related investigation
is warranted. The Commission’s final Plan would authorize the Commission to
establish, by rule, a POLR Service Reliability Metric to measure service performance.

TAM maintains that the ILECs should not be required to file outage reports
any earlier than 7 days following restoration of service. As noted above, the
Commission believes that modification of the outage reporting requirements, through a
major substantive rulemaking proceeding, is a more considered approach to balancing
the burdens that such reporting may impose on VSPs against the public safety interest
that is advanced by system in which the Commission is kept abreast of significant
service outages as they are occurring.

TAM agrees with FairPoint’s view that the Broadband Sustainability Fund
is not anticompetitive. As noted above, the final Plan does not propose the elimination
of the Fund.

TAM would also make permanent the freeze (set forth in the Resolve) of
the standards for the submission of infrastructure maps. As noted above, the
Commission believes that modern infrastructure maps are a useful tool and that rather
than prohibiting updates to the specifications for such maps, that it allow the
Commission to propose modifications to the Chapter 140 (infrastructure mapping) rule
in the form of a major substantive rulemaking.

TAM would make permanent the limitation of the Commission’s jurisdiction
over reorganizations of telephone carriers set forth in the Resolve. As noted above, the
Commission recommends that 35-A M.R.S.A. § 708 be modified to define the term
“change of control” that was effectively undefined by the Resolve.

C. Lincolnville Telephone

Lincolnville Telephone (a TAM member) submitted comments suggesting
that the existing regulatory regime is, in all respects, not burdensome and that it has
well served consumers in Maine.

D. Office of the Public Advocate (OPA)

The OPA questions the Legislature’s findings regarding the
competitiveness of the telecommunications market in Maine. Notwithstanding the
OPA'’s view that a particularized analysis of the extent of competition is a necessary
predicate for regulatory reform, the Commission has taken the Legislature’s findings as
fact. Atthe same time, however, the focus of the Commission’s Plan is on ensuring the
viability of POLR service — the minimum level of basic service that should be available
to all customers in the state at modest expense. With respect to POLR service, the
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Commission’s Plan is conservative in that ubiquitous competition for this level of service
is not assumed. Rather, a mechanism is put in place to permit a location-by-location
examination, in the course adjudicatory cases in which POLR service providers seek
POLR service rate increases or additional Maine USF subsidies, of the extent to which
competition for basic local service provides viable alternatives to POLR service and
constrains the price for such service.

Much of the OPA’s commentary focuses on whether the broadband
market is competitive. Although the Commission recognizes that an IP-based voice
service model appears to be the direction in which the market is moving, the Resolve
does not direct the commission to develop a plan related to broadband service. In any
event, the approach of the Plan, particularly the use of a forward-looking cost model to
evaluate POLR service rates and subsidies, provides sufficient flexibility to adopt a rate
and Maine USF support mechanism that incorporates the cost structure of an IP-based
telephony network as such networks continue to develop.

The OPA also presses the idea that a loosening of regulatory oversight is
poor public policy as applied to FairPoint — a company that in the OPA’s view is poorly
managed and remains in financial distress. The Commission’s Plan is not intended to
either reward or punish based on past performance. Rather, it is designed to ensure
that basic local service remains available, at modest rates, for all consumers desiring to
purchase it.

It may very well be that, in a very technical, economic sense, the OPA’s
criticism of the use of the term “subsidy” in describing the varying degree in which low-
cost, urban areas, as opposed to high-cost, rural areas, contribute to “joint and common
costs” of the entire network is well founded. This is so because an “economic” subsidy
exists only where a service is priced below its incremental direct cost. Nonetheless, the
Commission’s use of the term “subsidy” in its more colloquial sense lends to the
readability of the report. Readers with an economics background may substitute the
phrase “differential between the contribution made to joint and common costs” for the
term “subsidy” in the sections of the report describing the underlying premise of the
traditional “regulatory bargain” and the policy of rate averaging.

The OPA argues that the existing SQl/customer rebate mechanism of the
AFOR is a reasonable and necessary means of advancing the public’s interest in quality
telephone service. This is especially so, according to the OPA, because FairPoint
operates the “ubiquitous backbone network in the State of Maine, and this network
supports all competitors, including wireless.” Commission enforcement of quality of
service standards is necessary, according to the OPA, because it “sets a ‘floor’ (or a
minimum) reasonable and adequate level of service quality for rivals in the
marketplace.” As noted above, the Commission agrees that the AFOR (including the
existing SQI mechanism) should remain in place until the expiration of the AFOR, by its
own terms, on July 31, 2013. Moreover, the Commission agrees that a service quality
mechanism, in the form of a PRM, should be established for POLR service providers, in
a rulemaking proceeding.
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The OPA cautions that it is important for the Commission to maintain its
jurisdiction to approve, under 35-A M.R.S.A. §§ 707 and 708, any sale or significant
reorganization of FairPoint. This is necessary, according to the OPA, not only in light of
existing and widespread concerns regarding the financial health of FairPoint, but also
because the adoption of a POLR service-centered regulatory regime could create an
incentive for FairPoint to spin off the portion of its operations with POLR service
obligations. The OPA maintains that the “Commission should be able to prevent any
plan what would allow the disintegration or bankruptcy of the POLR service business
while shareholders go on to take profits in unregulated businesses that rely on
FairPoint’s network. Without expressing its view of the likelihood of any such structural
mayhem, the Commission does agree that it would be prudent for the Commission to
retain the regulatory authority, and flexibility, in approving reorganization under Section
708.

The OPA offers useful suggestions regarding how the Commission should
evaluate any request by FairPoint-NNE for Maine USF support and/or rate increases for
POLR service. Forinstance, the OPA suggests a total-earnings cap to ensure that the
disbursement of Maine USF support does not lead to the unintended consequence of
reduced infrastructure investment. In addition, the OPA suggests that the cost-model
adopted by the Commission should be limited to evaluating only POLR service, but
rather should consider the costs of a modern telecommunications network through
which POLR service, and other services, are provided. Also, it will be necessary,
according to the OPA, for the costs of a multi-service model to be allocated among all of
the various services using the model even though only the POLR service offerings will
be regulated by the Commission. These, and other, observations made by the OPA
demonstrate the complexity of developing a forward-looking cost model, and thus are
consistent with the Commission’s Plan that the model be developed in the course of an
open, adjudicatory hearing. The Commission notes, however, that its view of the
forward-looking cost model approach would evaluate the costs associated with the
entirety of a POLR service provider’s network in a particular geographic area, and the
revenue side of the formula would include all revenues derived from those facilities on
an un-separated basis.

The OPA also suggests that the Maine USF be modified so that the state
match portion of the federal Lifeline program is paid through the state fund. The
Commission is not convinced that there would be substantial, net benefits to this
approach, but believes that consideration of the proposal should be made in the context
of a Maine USF rulemaking proceeding, as contemplated by the Plan.

E. Time Warner and Comcast
Time Warner and Comcast (“cable companies”) filed joint comments with
the Commission. These companies agree that the Maine USF contribution base should

be broad, and they recommend that the Plan clearly establish that “nomadic” VolP
providers are required to contribute to the fund. The Commission agrees, and the
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definition of Voice Service Provider adopted by the Plan includes all companies that
provide any form of voice service, and obligates each such company to contribute to the
Maine USF.

The cable companies suggest that Maine USF funds should not be
provided to POLR service providers in areas where there already exists competition for
voice service. The Commission’s Plan, however, focuses on POLR service, and the
obligation of a POLR service provider to offer a stripped-down, basic level of service to
all customers in its service territory. This is an obligation that non-POLR service
providers do not bear. Moreover, no Maine USF funds will be disbursed to a POLR
service provider unless its rates for POLR service in any given geographic area are at
least as high as two standard deviations above the national average for urban local
exchange service. The requirement should ameliorate the cable companies’ concerns
that the Maine USF will distort their continued ability to compete against POLR service
providers for customers.

The cable companies also suggest that the Plan clearly state that the
Commission’s role is the area of requiring reporting of broadband providers shall extend
only so far as expressly authorized by the FCC. The Commission agrees, as is
reflected in the Commission’s Plan.

The cable companies also suggest that the Commission should not be
authorized to require reports from VolIP providers of service outages. The Commission,
however, believes that it is the expectation of the Legislature that that the Commission
should be kept abreast of significant service outages that impact the ability of Maine’s
citizens to access the voice network in the State. As is demonstrated in the sections of
the Commission’s report describing the state of the telecommunications market in
Maine, a significant number of customers in the State receive voice service from the
cable companies. Thus the Plan also recommends that outage reporting requirements
be established for all Voice Service Providers (a term that includes all wireline and
wireless providers, regardless of the technology deployed) through a major substantive
rulemaking.

The cable companies also suggest that they should not be burdened with
unnecessary financial reporting obligations. The Commission agrees, and the Plan
requires of all Voice Service Providers only such information as is necessary to
calculate each carrier’s contribution to the Maine USF, E-911, MTEAF, Connect ME
authority, and the MPUC and OPA regulatory assessments.

Finally, the cable companies seek express affirmation, in the Plan, of the
importance of interconnection to a competitive marketplace. As the companies
acknowledge, there is a pending matter before the Commission involving ongoing
disputes between Time Warner and several rural carriers regarding the scope of their
respective interconnection obligations, and remedies, under federal law. The
Commission does not believe that the Resolve intended that the Commission prejudge
a pending adjudicatory matter.
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F. Maine Community Action Association

The Maine Community Action Association (“MCAA”) agrees that the
Commission needs continued authority to ensure that POLR service is available to
customers who desire to purchase a basic voice product at reasonable rates. MCAA
also agrees that customer disputes regarding POLR service should continue to be
resolved by the Commission’s CAD.

In addition, MCAA believes that POLR service should be defined as to require
that the service survives during power outages. As noted above, the Commission is not
unanimous on this point, and has presented alternatives for consideration by the
Legislature.

MCAA also agrees that continued enforcement of FairPoint’s broadband build-
out obligations is essential. It also agrees that service outage reporting is necessary,
and that a post-restoration reporting obligation is insufficient to protect the public
welfare.

MCAA notes that there are significant uncertainties regarding precisely how the
forward-looking cost model approach to determining revenue requirements of POLR
service providers will be implemented, but agrees that the Commission should be able
to capitalize on the efforts of the FCC in developing such a model by adapted the
federal model for use in POLR rate cases.

MCAA agrees that the Commission’s authority to over reorganizations should not
be eliminated with respect to POLR service providers. Likewise, it urges that the Plan
authorize the Commission to adopt service quality measures for POLR service
providers. The final Plan adopts each of these recommendations.

Finally, the MCAA offers its well-reasoned concern that implementation of
the Commission’s Plan could result in disparate rates paid by customers residing in
different parts of the State. As the MCAA observes:

If you have the bad luck to live (or operate a business) where
there is no clear cell signal and VolIP is unavailable, you
might have to resign yourself to paying a lot more than
someone (or a business competitor) in York County or
Portland. If this trend were to occur, you can be sure that the
Legislature would hear about it and be asked to reverse the
deregulatory direction that Maine took with enactment of
Resolves 2011, Chapter 69.”

The Commission does not dispute that it is possible that
implementation of the Plan could have this effect. The Commission was careful
to underscore this possibility in this report. Further, the Commission agrees with
MCAA’s assessment that the decision of whether to pursue a deregulatory path
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that could lead to “rate de-averaging” falls firmly within the Legislature’s policy-
making authority.

G. Verizon

Verizon believes that the Plan is an appropriate path towards eliminating
“archaic monopoly-style regulation,” and is thus consistent with the Resolve. Verizon
seeks clarification that a non-ILEC could not be designated a POLR service provider
against its will. The Commission’s Plan does not contemplate otherwise.

Verizon also believes that the Plan should not include new reporting
requirements for carriers that are not POLR service providers. The final Plan is
consistent with this view, and requires reporting by carriers that are not POLR service
providers of only such information as is necessary to calculate the required
contributions to the Maine USF, MTEAF, E-911, ConnectME, and for regulatory
assessment purposes.

H. AT&T

AT&T disagrees with nearly every feature of the Plan, including the
proposition that the availability to all consumers of POLR service (as narrowly defined in
the Plan) is important and should become the narrowed focus of the Commission’s
regulatory activities with respect to the retail telecommunications market. AT&T simply
does not believe that POLR service is necessary. In the view of AT&T, it is self-evident
that the market is already sufficiently competitive throughout the entire state to remove
any concerns there may be for those who prefer, or can only afford, the most basic level
of local service.

As the Commission notes in its report, the findings set forth in the Resolve
were taken as “legislative fact,” as the Plan was developed. Thus, the Commission did
not conduct a rigorous examination of where, and to what extent, competition is so
pervasive as to obviate any need for the Commission to ensure the availability of POLR
service. Rather, the Commission took a conservative and incremental approach, in
which only the most basic, POLR service is subject to any degree of rate regulation.
Further, the Plan contemplates the possibility that a POLR service provider could
demonstrate, with concrete evidence subject to rigorous analysis (as opposed to
unrestrained assumption), that a particular geographic area is so competitive that it
ought to be relieved of its POLR service obligation in that area.

The Commission disagrees with underlying premise of the majority of
AT&T’s comments. As noted above, however, several of the specific suggestions
outlined in AT&T’s comments, such as the preservation of the Broadband Sustainability
Fee until the date on which it sunsets under existing statute, have been incorporated
into the final Plan. Other specific objections, such as the advisability of requiring reports
of service outages, and the extent of financial reporting by carriers other than POLR
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service providers, are addressed above, in connection with the comments of other
interested persons.

l. GWI

GWI recommends the elimination of the Broadband Sustainability Fee, but
questions the Commission’s interpretation of the statutory provisions establishing the
fee. As noted above, in the interests of consistency regarding the continuing viability of
specific regulatory or legislative “bargains,” that have existing and certain expiration
dates, the Commission’s final Plan does not recommend elimination of the fee.
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APPENDIX A

LEGISLATIVE EDIT OF TITLE 35-A*

Title 35-A: PUBLIC UTILITIES

Part 1: PUBLIC UTILITIES COMMISSION
Chapter 1: ORGANIZATION, GENERAL POWERS AND DUTIES
35-A §101. STATEMENT OF PURPOSE

The purpose of this Title is to ensure that there is a regulatory system for public utilities and Voice Service
Providers in the State that is consistent with the public interest and with other requirements of law and to
provide for reasonable licensing requirements for competitive electricity providers. The basic purpose of
this regulatory system is to ensure safe, reasonable and adequate service and to ensure that the rates of
public utilities and providers of Provider of Last Resort Service are just and reasonable to customers and
public utilities.

35-A §102. DEFINITIONS

As used in this Title, unless the context otherwise indicates, the following terms have the following
meanings.

4. Customer. "Customer" includes any person, government or governmental division which has
applied for, been accepted and is currently receiving service from a public utility or Voice Service
Provider.

9-A. Incumbent Local Exchange Carrier. An “Incumbent Local Exchange Carrier” is with respect to
an area, the Local Exchange Carrier that—

(A) on February 8, 1996, provided telephone exchange service in such area; and

(1) on February 8, 1996, was deemed to be a member of the exchange carrier association
pursuant to 47 C.F.R. 69.601(b); or

(2) is a person or entity that, on or after February 8, 1996, became a successor or assign of a
member described in clause (1).

9-B. Interexchange Carrier. An “Interexchange Carrier” is any person, association, corporation, or
other entity that provides intrastate interexchange telecommunications services, including a Local
Exchange Carrier that provides interexchange service.

9-C. Local Exchange Carrier. A “Local Exchange Carrier” is any person that is engaged in the
provision of Telephone Exchange Service or exchange access. Such term does not include a person
insofar as such person is engaged in the provision of a commercial mobile service under 47 U.S.C. §
332(c), except to the extent that the Federal Communications Commission finds that such service should

%2 Sections of Title 35-A that the Commission’s Plan does not propose to change are omitted from this
Legislative Edit.
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be included in the definition of such term.

9-AD. Mobile telecommunications services. "Mobile telecommunications services" means
telecommunications services licensed by the Federal Communications Commission for mobile use.

11-A. Provider of Last Resort Service. “Provider of Last Resort Service” is a service as described
in Section 7201 of this Title.

13. Public utility. "Public utility" includes every gas utility, natural gas pipeline utility, transmission
and distribution utility, telephone utility, water utility and ferry, as those terms are defined in this section,

and each of those ut|I|t|es is declared to be a publlc ut|I|ty —Pebhc—u%ﬂ#y—dee&r%neleeeieheeperahenef

: "Publrc ut|I|ty" mcludes a
smart grld coordlnator as deflned in sectlon 3143 subsectlon 1, paragraph B.
Nothing in this subsection precludes:

A- The-the jurisdiction, control and regulation by the commission pursuant to private and special act
of the Legislature.;

18-A. Telephone Exchange Service. “Telephone Exchange Service”

(A) service within a telephone exchange, or within a connected system of telephone exchanges
within the same exchange area operated to furnish to subscribers intercommunicating service of
the character ordinarily furnished by a single exchange, and which is covered by the exchange
service charge, or

(B) comparable service provided through a system of switches, transmission equipment, or other
facilities (or combination thereof) by which a subscriber can originate and terminate a
telecommunications service.

18-A.B Telephone service. "Telephone service" is the offering of a service that transmits
communications by telephone, whether the communications are accomplished with or without the use of
transmission wires.

19. Telephone utility. "Telephone utility" includes every person, its lessees, trustees, receivers or
trustees appointed by any court, that provides telephone-service-Provider of Last Resort Service for
compensation inside this State. "Telephone utility" also includes a dark fiber provider. "Telephone utility"
does not include any person or entity that is excluded from the definition of "public utility" as defined in
subsection 13, subject to the provisions of subsection 13, paragraphs A to C.

21-A. Voice Service Provider. “Voice Service Provider” means any Person doing business in this
State that offers its Customers the means, directly or indirectly, to initiate or receive voice
communications.
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35-A §116. FUNDING OF THE COMMISSION

1. Utilities subject to assessments. Every transmission and distribution, gas, telephone and water
utility and ferry subject to regulation by the commission and every Voice Service Provider offering service
within the State is subject to an assessment on its intrastate gross operating revenues to produce
sufficient revenue for expenditures allocated by the Legislature for the Public Utilities Commission
Regulatory Fund established pursuant to this section. The budget for the Public Utilities Commission
Regulatory Fund is subject to legislative review and approval in accordance with subsection 2. The
portion of the total assessment applicable to each category of public utility or Voice Service Provider is
based on an accounting by the commission of the portion of the commission's resources devoted to
matters related to each category. The commission shall develop a reasonable and practicable method of
accounting for resources devoted by the commission to matters related to each category of public utility
or Voice Service Provider. Assessments on each public utility or Voice Service Provider within each
category must be based on the utility's or Voice Service Provider’s gross intrastate operating revenues.
The commission shall determine the assessments annually prior to May 1st and assess each utility or
Voice Service Provider for its pro rata share for expenditure during the fiscal year beginning July 1st.
Each utility or Voice Service Provider shall pay the assessment charged to the utility or Voice Service
Provider on or before July 1st of each year. Any increase in the assessment that becomes effective
subsequent to May 1st may be billed on the effective date of the act authorizing the increase.

A. The assessments charged to utilities and Voice Service Providers under this section are just and
reasonable operating costs for rate-making purposes.

B. For the purposes of this section, "intrastate gross operating revenues" means intrastate revenues
derived from filed rates and rates th

by-the-commission-undersection-307-Acharged by V0|ce Serwce Prowders except revenues

derived from sales for resale.

C. Gas utilities subject to the jurisdiction of the commission solely with respect to safety are not
subject to any assessment.

D. The commission may correct any errors in the assessments by means of a credit or debit to the
following year's assessment rather than reassessing all utilities in the current year.

E. The commission may exempt utilities or Voice Service Providers with annual intrastate gross
operating revenues under $50,000 from assessments under this section.

2. Committee recommendations; legislative approval of budget. The commission shall submit
its budget recommendations as part of the unified current services budget legislation in accordance with
Title 5, sections 1663 to 1666. The commission shall make a presentation of its budget recommendations
contained in any current services budget legislation and any supplemental budget legislation to the joint
standing committee of the Legislature having jurisdiction over public utilities matters. The joint standing
committee of the Legislature having jurisdiction over public utilities matters shall review the commission's
recommendations and make recommendations to the joint standing committee of the Legislature having
jurisdiction over appropriations and financial affairs regarding the budget of the commission, including but
not limited to all expenditures from the fund established pursuant to this section. The commission shall
make an annual report in accordance with section 120 of its planned expenditures for the year and on its
use of funds in the previous year. In addition to the assessments authorized under this section, the
commission may also receive other funds as appropriated or allocated by the Legislature.

3. Deposit of funds. All revenues derived from assessments levied against utilities described in this
section shall be deposited with the Treasurer of State in a separate account to be known as the Public
Utilities Commission Regulatory Fund.

4. Use of funds. The Public Utilities Commission may use the revenues provided in accordance with

this section to defray the costs incurred by the commission pursuant to this Title, including administrative
expenses, general regulatory expenses, consulting fees and all other reasonable costs incurred to
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administer this Title.

5. Unexpended funds. Any amount of the funds that is not expended at the end of a fiscal year
does not lapse, but is carried forward to be expended for the purposes specified in this section in
succeeding fiscal years.

86. Public Advocate assessment. Every utility or Voice Service Provider subject to assessment
under this section is subject to an additional annual assessment on its intrastate gross operating
revenues to produce sufficient revenue for expenditures allocated by the Legislature for operating the
Office of Public Advocate. The portion of this assessment applicable to each category of public utility or
Voice Service Provider is based on an accounting by the Public Advocate of resources devoted to
matters related to each category. The Public Advocate shall develop a reasonable and practicable
method of accounting for resources devoted by the Public Advocate to matters related to each category
of public utility or Voice Service Provider. Assessments on each public utility or Voice Service Provider
within each category must be based on the utility's or Voice Service Provider’s gross intrastate operating
revenues. The revenues produced from this assessment are transferred to the Public Advocate
Regulatory Fund and may only be used to fulfill the duties specified in chapter 17. The assessments
charged to utilities and Voice Service Providers under this subsection are considered just and reasonable
operating costs for rate-making purposes. The Public Advocate shall develop a method of accounting for
staff time within the Office of Public Advocate. All professional and support staff shall account for their
time in such a way as to identify the percentage of time devoted to public utility and Voice Service
Provider regulation and the percentage of time devoted to other duties that may be required by law.

A. The Public Advocate shall submit its budget recommendations as part of the unified current
services budget legislation in accordance with Title 5, sections 1663 to 1665. The assessments and
expenditures provided in this section are subject to legislative approval. The Public Advocate shall
make an annual report of its planned expenditures for the year and on its use of funds in the previous
year. The Public Advocate may also receive other funds as appropriated by the Legislature.

B. The Public Advocate may use the revenues provided in accordance with this section to fund the
Public Advocate and 9 employees and to defray the costs incurred by the Public Advocate pursuant
to this Title, including administrative expenses, general expenses, consulting fees and all other
reasonable costs incurred to administer this Title.

C-1. Funds that are not expended at the end of a fiscal year do not lapse but must be carried forward
to be expended for the purposes specified in this section in succeeding fiscal years.

35-A §120. ANNUAL REPORT

The commission shall report annually, before February 1st, to the joint standing committee of the
Legislature having jurisdiction over public utilities on:

1. Budget. The commission's planned expenditures for the year and its use of funds in the previous
year, including the expenditures from the Public Utilities Commission Regulatory Fund as established
pursuant to section 116;

2 Various fees. The waiver, exemption, receipt and expenditure of any filing fees, expenses,
reimbursements or fines collected under this Title, on a case-by-case basis;

3. Regional issues. The commission's efforts undertaken in accordance with its authority under this

Title to promote and protect consumer interests through participation in and presentations before regional
entities and federal agencies with jurisdiction over regional marketplaces that affect the State's
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consumers. The commission must provide an assessment of staffing requirements to undertake these
responsibilities;

4. Rural issues. The commission's efforts undertaken in accordance with its authority under this
Title to ensure that rural areas of this State are not disadvantaged as utility industries are restructured
and competitive markets developed. The commission shall identify any rural issues that it has determined
may require legislative action;

5. Telephone exemptions. The commission's activities undertaken pursuant to its authority to grant
exemptions to Voice Service Providers telephone-utilities-from certain portions of this Title;

6. Significant developments. Any significant developments in the utility sectors or other areas of
commission oversight; and

7. Other. All other subjects that the commission is required to include in the annual report pursuant
to law.

Chapter 3: RATES OF PUBLIC UTILITIES
35-A §304. FILING OF SCHEDULES OF RATES, TERMS AND CONDITIONS

Every public utility which is not a Voice Service Provider shall file with the commission, within a time
to be fixed by the commission, schedules which shall be open to public inspection. The schedules shall
show all rates, tolls and charges which the utility has established and which are in force at the time for
any service performed by it within the State, or for any service in connection with or performed by any
public utility controlled or operated by it or in conjunction with it. Every public utility shall file with and as
part of its schedules all terms and conditions that in any manner affect the rates charged or to be charged
for any service.

Telephone Utilities shall file with the commission, within a time to be fixed by the commission,
schedules relating to Provider of Last Resort Service which shall be open to public inspection. The
schedules shall show all rates, tolls and charges which the utility has established for Provider of Last
Resort Service and which are in force at the time for any Provider of Last Resort Service performed by it
within the State, or for any Provider of Last Resort Service in connection with or performed by any
Telephone Utility controlled or operated by it or in conjunction with it. Every Telephone Utility shall file with
and as part of its schedules all terms and conditions that in any manner affect the rates charged or to be
charged for Provider of Last Resort Service.

Public-utility sSchedules which were formerly designated as rules shall be designated as terms and
conditions. All such schedules to be filed with the commission shall be designated as terms and
conditions.
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Chapter 7: REGULATION AND CONTROL OF PUBLIC UTILITIES

35-A §703. REBATES; DISCOUNTS AND DISCRIMINATION

1. Free or special rates prohibited. No person may knowingly solicit, accept or receive any rebate,
discount or discrimination in respect to any service rendered, or to be rendered by a public utility, or for
any related service where the service is rendered free or at a rate less than named in the schedules in
force, or where a service or advantage is received other than is specified.

2. Free and special rates allowed under certain circumstances. This Title does not prohibit:

A. A public utility from granting service at free or reduced rates for charitable or benevolent purposes
or for national or civilian defense purposes;

B. A public utility from supplying water and service free or at reduced or special rates to any person,
firm or corporation for fire protection purposes through or by means of any apparatus or appliances
furnished, installed or maintained by the person, firm or corporation, provided it is approved by the
commission; or

C. A public utility from making special rates for its employees or in case of emergency service.

3. Existing contracts. The furnishing by a public utility of a product or service at the rates and upon
terms and conditions provided for in a contract in existence January 1, 1913, may not be construed as
constituting a discrimination or undue or unreasonable preference or advantage within the meaning
specified. When any such contract or contracts are or become terminable by notice of a utility, the
commission may order that the contract or contracts be terminated by the utility as and when directed by
the order.
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3-A. Special contracts. A public utility, subject to the commission's approval, may make a contract
for a definite term for its product or service, but the published rates for the product or service may not be
changed durlng the term of the contract W|thout the comm|55|on 's consent #—theeemt%etev+g¢ants4ee

35-A §705. UTILITY DEPOSITS

The following provisions apply to deposits of utility customers:

1. Residential customers. No public utility may require any deposit of any residential customer
without proof that the customer is likely to be a credit risk or to damage the property of the utility. That
proof shall be furnished to the customer upon request. Absence of previous experience with the utility
shall not be proof that the customer is a credit risk or threatens to damage utility property.

2. Nonresidential customers. Every public utility shall file with the commission schedules
containing its terms and conditions for requiring a deposit from nonresidential customers, which terms
and conditions shall be subject to the commission's power under this Title. Every public utility shall
comply with its terms and conditions. The commission shall adopt rules which provide a procedure for
resolution by the commission or its delegate of disputes as to whether a deposit being required by a
public utility is in compliance with its terms and conditions. If the rules authorize a delegate to resolve
disputes, the rules shall include a procedure for appeal of the decision to the commission.

3. Interest rate on deposits. The commission shall adopt reasonable rules, after hearing, to provide
for a just and reasonable interest rate to be paid by the utility on any deposit of any customer.

4. Limitation. The provisions of this section apply to telephone utilities only to the extent they relate
to Provider of Last Resort Service.

35-A §708. REORGANIZATIONS

1. Definitions. As used in this section, unless the context otherwise indicates, the following terms
have the following meanings.

A. “Controlling interest” means:

1. A person who has, or a group of persons acting in concert that has, voting power over voting
shares of a corporation or entity that entitle the holders of those shares to cast at least 25% of the
votes that all shareholders are entitled to cast in an election of the directors of the corporation or
entity; or

2. A person who has, or a group of persons acting in concert that has, voting power over at least
25% of the shares in any class of shares entitled to elect all the directors, or any specified
number of them,

For the purposes of this section, a person does not have a controlling interest if that person holds
voting power, in good faith and not for the purpose of circumventing this section, as an agent, bank,
broker, nominee, or trustee for one or more beneficial owners who do not individually or, if they are a
group acting in concert, as a group have the voting power specified under this paragraph or who are
not considered to have a controlling interest under this paragraph.

A person has voting power over a voting share if that person has shares, directly or indirectly,
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through any option, contract, arrangement, understanding, voting trust, conversion right, or by acting
jointly or in concert or otherwise, the power to vote, or to direct the voting of, that voting share.

A. "Reorganization" means any creation, organization, extension, consolidation, merger, transfer of
ownership or control, liquidation, dissolution or termination, direct or indirect, in whole or in part, of an
affiliated interest as defined in section 707 accomplished by the issue, sale, acquisition, lease,
exchange, distribution or transfer of voting securities or property. The commission may decide what
other public utility actions constitute a reorganization to which the provisions of this section apply.
Reorganizations include any reorganization for which a proceeding for approval is pending before
any state or federal agency or court on or after July 13, 1982. For purposes of this subsection, a
reorganization does not include any proceeding under the federal antitrust laws or the transfer of
voting securities by gift, device or inheritance.

B. "Voting security" means any security presently entitling the owner or holder of any security to vote
in the direction or management of the affairs of a company or any proprietary or other interest serving
the same purposes.

2. Reorganization subject to commission approval. Reorganization shall be subject to
commission approval as follows.

A. Unless exempted by rule or order of the commission, no reorganization may take place without the
approval of the commission. No reorganization may be approved by the commission unless it is
established by the applicant for approval that the reorganization is consistent with the interests of the
utility's ratepayers and investors. The commission shall rule upon all requests for approval of a
reorganization within 60 days of the filing of the request for approval. If it determines that the
necessary investigation cannot be concluded within 60 days, the commission may extend the period
for a further period of no more than 120 days. In granting its approval, the commission shall impose
such terms, conditions or requirements as, in its judgment, are necessary to protect the interests of
ratepayers. These conditions shall include provisions which assure the following:

(1) That the commission has reasonable access to books, records, documents and other
information relating to the utility or any of its affiliates, except that the Public Utilities Commission
may not have access to trade secrets unless it is essential to the protection of the interests of
ratepayers or investors. The commission shall afford trade secrets and other information such
protection from public disclosure as is provided in the Maine Rules of Civil Procedure;

(2) That the commission has all reasonable powers to detect, identify, review and approve or
disapprove all transactions between affiliated interests;

(3) That the utility's ability to attract capital on reasonable terms, including the maintenance of a
reasonable capital structure, is not impaired;

(4) That the ability of the utility to provide safe, reasonable and adequate service is not impaired;

(5) That the utility continues to be subject to applicable laws, principles and rules governing the
regulation of public utilities;

(6) That the utility's credit is not impaired or adversely affected;

(7) That reasonable limitations be imposed upon the total level of investment in nonutility
business, except that the commission may not approve or disapprove of the nature of the
nonutility business;

(8) That the commission has reasonable remedial power including, but not limited to, the power,
after notice to the utility and all affiliated entities of the issues to be determined and the
opportunity for an adjudicatory proceeding, to order divestiture of or by the utility in the event that
divestiture is necessary to protect the interest of the utility, ratepayers or investors. A divestiture
order shall provide a reasonable period within which the divestiture shall be completed; and

(9) That neither ratepayers nor investors are adversely affected by the reorganization.

B. The commission may intervene on behalf of the State in any proceeding before any state or
federal agency or court before which an application for approval of reorganization is pending. The

80



Plan of the Maine Public Utilities Commission to Reform Telecommunications Regulation

commission may enter into any binding settlement related to any proceeding in which the
commission has intervened and may exercise any powers or rights provided by that settlement and
may enforce these powers or rights.

2-A. Approval does not affect rate-making powers. Commission approval of a reorganization
under this section may not limit or restrict the powers of the commission in determining and fixing any
rate, fare, tolls, charge, classification, schedule or joint rate as provided in this Title.

3. Waiver. The commission may, by general rule, exempt classes of reorganizations from the
requirements of subsection 2.

4. Filing fee. Within 30 days after the application for approval of a reorganization is filed pursuant to
subsection 2, the commission may order the applicant to pay a filing fee not to exceed $50,000, if the
commission determines that the application may involve issues which will necessitate significant
additional costs to the commission. The applicant may request the commission to waive all or a portion of
the filing fee. The commission shall rule on the request for waiver within 30 days. Notwithstanding any
other provision of law, filing fees paid as required in this subsection shall be segregated, apportioned and
expended by the commission for the purposes of processing the application. Any portion of the filing fee
that is received from an applicant and is not expended by the commission to process the application shall
be returned to the applicant.

5. Limitation. The provisions of this section apply to telephone utilities only if the reorganization
results in a merger, sale, or transfer of a controlling interest of the telephone utility or any entity that owns
more than 50% of the telephone utility.

35-A §711. JOINT USE OF EQUIPMENT

1. Joint use permitted. The commission may order that joint use be permitted and prescribe
reasonable compensation and reasonable terms and conditions for the joint use when, after a hearing
had upon its own motion or upon complaint of a public utility, Incumbent Local Exchange Carrier, or cable
television system affected, it finds the following:

A. That public convenience and necessity require the use by one public utility, Incumbent Local
Exchange Carrier, or cable television system of the conduits, subways, wires, poles, pipes or other
equipment, or any part of them, on, over or under any street or highway and belonging to another
public utility, Incumbent Local Exchange Carrier or cable television system;

B. That joint use will not result in irreparable injury to the owner or other users of the conduits,
subways, wires, poles, pipes or other equipment or in any substantial detriment to the service; and

C. That the public utilities, Incumbent Local Exchange Carrier, or cable television system have failed
to agree upon the use or the terms and conditions or compensation for the use.

2. Liability of user. If joint use is ordered, the public utility, Incumbent Local Exchange Carrier, or
cable television system to whom the use is permitted shall be liable to the owner or other users of the
conduits, subways, wires, poles, pipes or other equipment for damage that may result from its use to the
property of the owner or other users.

3. Interests of cable television subscribers. Any actions taken or orders issued by the
commission under this section shall take into account the interests of the subscribers of the affected cable
television system, as well as the customers of the affected public utilities_or Incumbent Local Exchange
Carriers.

4. Rules. The commission shall adopt a rule governing the resolution of pole attachment rate
disputes. The commission shall consider various formulas, including, but not limited to, the formula
adopted by the Federal Communications Commission as codified in 47 Code of Federal Regulations, Part
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1, Subpart J, as amended.

5. Dark fiber provider. This section applies to a dark fiber provider only with respect to the
construction and maintenance of federally supported dark fiber.
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Chapter 9: APPROVAL OF STOCKS, BONDS AND NOTES BY PUBLIC UTILITIES
COMMISSION

Chapter 13: PROCEDURE

35-A §1302. COMPLAINTS

1. Filing a complaint. When a written complaint is made against a public utility by 10 persons
aggrieved that the rates, tolls, charges, schedules or joint rate or rates of a public utility are in any respect
unreasonable or unjustly discriminatory; that a regulation, measurement, practice or act of a public utility
is in any respect unreasonable, insufficient or unjustly discriminatory; or that a service is inadequate or
cannot be obtained, the commission, being satisfied that the petitioners are responsible, shall, with or
without notice, investigate the complaint.

2. Processing of complaint. The commission, immediately upon the filing of a complaint, shall
notify in writing the public utility complained of that a complaint has been made and of the nature of the
complaint. The utility shall file its response to the complaint within 10 days of the date the notice of
complaint is issued. After receipt of the response, if the commission is satisfied that the utility has taken
adequate steps to remove the cause of the complaint or that the complaint is without merit, the complaint
may be dismissed. If the complaint is not dismissed, the commission shall promptly set a date for a public
hearing. The commission may allow for all parties to attempt to resolve the complaint to their mutual
satisfaction. If a mutually satisfactory resolution does not appear to be forthcoming, the hearing shall be
held on the complaint pursuant to section 1304. The commission may not enter an order affecting the
rates, tolls, charges, schedules, regulations, measurements, practices or acts complained of without an
opportunity for public hearing. In the absence of an informal disposition pursuant to Title 5, section 9053,
the commission shall render a decision upon the complaint no later than 9 months after its filing.

3. Complaint by utility or commission. The commission may institute or any public utility may
make complaint as to any matter affecting its own product, service or charges. The complaint shall be
processed in accordance with subsection 2.

4. Limitation. This Section does not apply to telephone utilities, with the exception of complaints filed
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| with regard to Provider of Last Resort Service.

35-A §1304. PUBLIC HEARINGS

Public hearings conducted by the commission under this Title are subject to the following provisions.

1. Notice to utility and parties. The commission shall notify the public utility_or Voice Service
Provider, other parties and interested persons it considers proper of the time and place of the formal
public hearing as provided in Title 5, section 9052.

2. Notice to subscribers. If, after the commission has notified the public utility or Voice Service
Provider of the hearing as provided in this section or in section 310, it appears that the time, place and
nature of the hearing will not be reasonably publicized by newspaper or otherwise, the following
provisions apply.

A. The commission may by rule or upon written notice to the public utility or Voice Service Provider
require it to:

(1) Give reasonable notice of the time and place of the hearing to each subscriber affected or to
be affected by the subject of the hearing; or

(2) File pertinent information as to the rates or service involved, including schedules of proposed
rates, in the office of the clerk of the municipality where the subscribers reside.

B. The notice given by the public utility shall:
(1) Be given by first class mail; and

(2) Include a statement that pertinent information as to rates or service is on file in the office of
the clerk of the municipality where the subscribers reside.

C. Nothing in this section relieves the utility from the provisions of section 308.

3. Subpoenas. The commission may issue subpoenas to require the attendance and testimony of
witnesses and the production of evidence relating to any fact at issue in the hearing. A party to a hearing
is entitled to have subpoenas issued by the commission in the manner described in Title 5, section 9060.

4. Hearings. A party to a hearing is entitled to be heard in the manner described in Title 5, section
9056.

5. Commission authorized to act on an expedited basis. In proceedings pursuant to section

1302, 1303 or 1321, after reasonable notice and opportunity to be heard, the commission may issue a
temporary order pending the conclusion of the formal public hearing. In making the order, the commission
shall consider the likelihood that it would be issued at the conclusion of the proceeding, the benefit to the

| public or affected customers compared to the harm to the utility or Voice Service Provider or other
customers of issuing the order and the public interest. Notwithstanding any other provisions of law, upon
a written finding that the procedural requirements otherwise required by law will result in unreasonable

| harm to a utility, a Voice Service Provider, a customer or the public, the commission may establish
accelerated notice periods, schedules and limitations on hearings as may be necessary to expedite
consideration of the order.

6. Commission authorized to waive public hearing. Unless one or more parties request a public
hearing, the commission may waive the requirement for a public hearing under any provision of this Title.

35-A §1311-B. SECURITY OF CERTAIN UTILITY INFORMATION
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1. Designation of information as confidential. If the commission, on its own motion or on petition
of any person or entity, determines that public access to specific information about public utility or Voice
Service Provider technical operations in the State could compromise the security of-public-utility-systems
to the detriment of the public interest, the commission shall issue an order designating that information as
confidential. Information designated as confidential pursuant to this section may include, but is not limited
to, emergency response plans and network diagrams. Information designated as confidential under this
section is not a public record under Title 1, section 402, subsection 3.

2. Treatment of information by commission; generally. Except as otherwise provided in this
section, the commission may not release information designated as confidential under subsection 1 and
shall take appropriate steps to protect such information in its possession.

3. Access to information by parties in proceeding. Designation of information as confidential
under subsection 1 does not limit the right of a party in a proceeding before the commission to obtain
discovery of that information. Notwithstanding section 1311-A, subsection 1, paragraphs A and C, the
commission may issue a protective order limiting discovery of information designated as confidential
pursuant to subsection 1 if the commission finds that specific limits are necessary to protect the public
interest.

4. Release of information to other state agencies. The commission may release information
designated as confidential pursuant to subsection 1 or require the release of that information by a public
utility or Voice Service Provider to another state agency to the extent necessary to support emergency
preparedness or response, law enforcement or other public health and safety activities. The commission
shall consult with a public utility or Voice Service Provider before releasing or requiring the release of
confidential information about that utility to a state agency unless the commission determines that the
public health and welfare require immediate release without such consultation. The commission shall
notify a public utility or Voice Service Provider within 2 business days of providing information about that
utility or Voice Service Provider to a state agency pursuant to this subsection. As soon as practicable
after receiving notice from a state agency pursuant to subsection 5, paragraph B of the agency's intent to
release the information, the commission shall notify the public utility or Voice Service Provider of the
agency's intent.

5. Release by other state agencies. A state agency that receives information about a public utility
or Voice Service Provider pursuant to subsection 4:

A. May not use that information for any purpose other than for the support of emergency
preparedness or response, law enforcement or other public health and safety activities;

B. May not release that information to any other person or entity without prior notice to the
commission unless the agency determines that immediate release of the information to one or more
persons or entities is necessary for the protection of public health and safety; and

C. Shall, when finished with the use of any documents received from the commission or from a public
utility pursuant to subsection 4, return the documents to the commission or the public utility, as
appropriate.

35-A §1312. WITNESSES AND FEES

1. Witnesses. Each witness who is ordered to appear before the commission shall receive for his
attendance the fees and mileage provided for witnesses in civil cases in the Superior Court. This
provision does not apply to the employees, officers, directors, trustees and holders of more than 10% of
the common stock of a public utility or Voice Service Provider which is the subject of the commission's
proceeding.

2. Fees. The State shall audit and pay the fees in the same manner as other state expenses are
audited and paid upon the presentation of proper vouchers approved by the commission.
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35-A §1316. TESTIMONY PRESENTED BY EMPLOYEES OF PUBLIC UTILITIES,
VOICE SERVICE PROVIDERS OR COMPETITIVE SERVICE PROVIDERS TO
LEGISLATIVE COMMITTEES AND TO THE PUBLIC UTILITIES COMMISSION

1. Definitions. As used in this section, unless the context otherwise indicates, the following terms
have the following meanings.

A. "Employee" means a person who performs a service for wages or other remuneration under a
contract of hire, expressed or implied, but does not include an independent contractor.

B. "Employer" means a public utility or competitive service provider licensed to do business in this
State with one or more employees.

C. "Legislative committee" means a joint standing committee or a joint select committee of the
Legislature, a task force, commission or council or any other committee established by the
Legislature and composed wholly or partly of Legislators for the purpose of conducting legislative
business.

D. "Own time" means an employee's vacation or personal time, earned as a condition of
employment.

2. Right to provide testimony. Employees of a public utility, Voice Service Provider, or competitive
service provider have the right to represent themselves and to testify before a legislative committee or the
commission on their own time. An employee of a public utility, Voice Service Provider, or competitive
service provider who complies with this section may not be denied the right to testify before a legislative
committee or the commission.

3. Discharge of, threats to or discrimination against employees of utility service providers_or
Voice Service Providers for testimony presented to legislative committees or the commission.
Unless otherwise provided for, a supervisor may not discharge, threaten or otherwise discriminate against
an employee of a public utility, Voice Service Provider, or competitive service provider regarding the
employee's compensation, terms, conditions, location or privileges of employment because the employee,
in compliance with this section, in good faith testifies before or provides information to a legislative
committee or to the commission regarding the operation of the business of a public utility, Voice Service
Provider -or competitive service provider or because the employee brings the subject matter of the
testimony or information to the attention of a person having supervisory authority.

This subsection does not apply to an employee who has testified before or provided information to a
legislative committee or to the commission unless the employee has first brought the subject matter of the
testimony or information in writing to the attention of a person having supervisory authority with the
employer and has allowed the employer a reasonable time to address the subject matter of the testimony
or information. If appropriate, the employer shall respond in writing.

4. Exceptions. The protection created in subsection 3 does not apply to testimony that, upon
reasonable inquiry by the employee, would be found to be false, slanderous, libelous or defamatory or to
testimony that violates a term or condition of a collectively bargained agreement or to testimony that
discloses trade secrets or corporate strategy, the disclosure of which would result in harm to the
employer.

5. Civil actions for injunctive relief or other remedies. An employee of a public utility, Voice
Service Provider or competitive service provider who alleges a violation of rights under this section and
who has made reasonable efforts to exhaust all grievance procedures, as provided for in the contract of
employment or which otherwise may be available at the employee's place of employment, may bring a
civil action, including an action for injunctive relief, within 90 days after the occurrence of that alleged
violation or after the grievance procedure or similar process terminates. The action may be brought in the
Superior Court for the county where the alleged violation occurred, the county where the complainant
resides or the county where the person against whom the civil complaint is filed resides. An employee
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must establish each and every element of the employee's case by a preponderance of the evidence.

6. Remedies ordered by court. A court, in rendering a judgment in an action brought pursuant to
this section, may order reinstatement of the employee, the payment of back wages, full reinstatement of
fringe benefits and seniority rights or any combination of these remedies. A court may also award the
prevailing party all or a portion of the costs of litigation, including reasonable attorneys' fees and witness
fees, if the court determines that the award is appropriate.

7. Collective bargaining rights. This section does not diminish or impair the rights of a person
under any collective bargaining agreement.

8. Jury trial; common-law rights. Any action brought under this section may be heard by a jury.
Nothing in this section derogates any common-law rights of an employee or employer.

35-A §1322. ORDERS TEMPORARILY SUSPENDED, ALTERED OR AMENDED

1. Orders temporarily amended. When the commission finds it necessary to prevent injury to a
public utility's_or Voice Service Provider’s business or to the interest of the people, or if the commission
finds there is an emergency, it may temporarily alter, amend or, with the public utility's or Voice Service
Provider’s consent, suspend existing rates, schedules or orders affecting the public utility or Voice
Service Provider. When the commission finds it necessary to prevent injury to a competitive service
provider's business or to the interest of the people, or if the commission finds there is an emergency, it
may temporarily alter, amend or, with the competitive service provider's consent, suspend existing orders
affecting the competitive service provider.

2. Rates. Rates made under this section:

A. Apply to one or more of the public utilities in the State or to any part of them as the commission
directs; and

B. Take effect and remain in force as the commission prescribes.

3. Limitation of authority. Nothing in this section is intended to grant the commission authority to
establish or approve the rates charged by competitive service providers.

Chapter 15: SANCTIONS AND ADMINISTRATIVE PENALTIES
35-A §1501. UTILITY LIABLE FOR CIVIL DAMAGES

If a public utility or Voice Service Provider violates this Title, causes or permits a violation of this Title
or omits to do anything that this Title requires it to do it may be liable in damages to the person injured as
a result. Recovery under this section does not affect a recovery by the State of the penalty prescribed for
the violation.

35-A §1502. CONTEMPT

Every public utility, Voice Service Provider, or person that fails to comply with an order, decision, rule,
direction, demand or requirement of the commission or of a commissioner is in contempt of the
commission and shall be punished by the commission for contempt in the same manner as contempt is
punished by courts of record. Punishment for contempt is not a bar to and does not affect any other
remedy prescribed in this Title, but is cumulative and in addition to other remedies.
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35-A §1508-A. ADMINISTRATIVE PENALTY

1. Penalty. Unless otherwise specified in law, the commission may, in an adjudicatory proceeding,
impose an administrative penalty as specified in this section.

A. For willful violations of this Title, a commission rule or a commission order by a public utility, Voice
Service Provider, or a competitive electricity provider, the commission may impose an administrative
penalty for each violation in an amount that does not exceed $5,000 or .25% of the annual gross
revenue that the public utility, Voice Service Provider or the competitive electricity provider received
from sales in the State, whichever amount is lower. Each day a violation continues constitutes a
separate offense. The maximum administrative penalty for any related series of violations may not
exceed $500,000 or 5% of the annual gross revenue that the public utility, Voice Service Provider or
the competitive electricity provider received from sales in the State, whichever amount is lower.

B. For a violation in which a public utility, Voice Service Provider or a competitive electricity provider
was explicitly notified by the commission that it was not in compliance with the requirements of this
Title, a commission rule or a commission order and that failure to comply could result in the
imposition of administrative penalties, the commission may impose an administrative penalty that
does not exceed $500,000.

C. The commission may impose an administrative penalty in an amount that does not exceed $1,000
on any person that is not a public utility, Voice Service Provider or a competitive electricity provider
and that violates this Title, a commission rule or a commission order. Each day a violation continues
constitutes a separate offense. The administrative penalty may not exceed $25,000 for any related
series of violations.

D. In addition to the administrative penalties authorized by this subsection, the commission may
require disgorgement of profits or revenues realized as a result of a violation of this Title, a
commission rule or a commission order.

2. Considerations. In determining the amount of an administrative penalty under this section, the
commission shall take into account:

A. The severity of the violation, including the intent of the violator and the nature, circumstances,
extent and gravity of the prohibited act;

B. The reasonableness of the violator's belief that the violator's action or lack of action was in
conformance with this Title, a commission rule or a commission order;

C. The violator's history of previous violations;

D. The amount necessary to deter future violations;

E. The violator's good faith attempts to comply after notification of a violation; and
F. Such other matters as justice requires.

Part 2: PUBLIC UTILITIES
Chapter 21: ORGANIZATION, POWERS, SERVICE TERRITORY

35-A §2102. APPROVAL TO FURNISH SERVICE

The following provisions apply to furnishing service.

1. Approval required. Except as provided in subsection 2 and in section 4507, a public utility may
not furnish any of the services set out in section 2101 in or to any municipality in or to which another
public utility is furnishing or is authorized to furnish a similar service, and a dark fiber provider may not
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offer federally supported dark fiber, without the approval of the commission. The commission may
condition approval upon the submission of a bond or other financial security if the commission determines
that such a requirement is necessary to ensure that a public utility has the financial ability to meet its
obligations under this Title.

2. Approval not required. Except as provided in section 2104, the commission's approval is not
required for a public utility to furnish service in any municipality in which that public utility is furnishing
service on October 8, 1967. Approval is not required for the operation of a radio paging service or mobile
telecommunications services. Approval is not required for a transmission and distribution utility to
distribute electricity to any other transmission and distribution utility.

2 A Northern Maine T ission.C on.

Except as otherwise prohibited by state or federal law:

A. Before commencing service, a Voice Service Provider must register with the commission by
notifying the commission of its intent to commence the-exempted-providing voice service_in Maine.
The Commission shall provide the Voice Service Provider authorization to provide voice service in
Maine upon receipt of such notice;

B. The commission may request information from Voice Service Providers and take other measures
necessary to preserve number resources; and

C. The commission may, for good cause, including but not limited to failure to pay an assessment
pursuant to Section 116 of this Title and failure to pay contributions pursuant to Sections 7104 and/or
7104-B of this Title, and after an opportunity to be heard, revoke the authority of a Voice Service
Provider to provide voice service in Maine.

Rules adopted pursuant to this subsection are routine technical rules as defined in Title 5, chapter
375, subchapter II-A.

4. Dark fiber provider. The commission shall issue its order approving or denying an application
from a dark fiber provider for approval under this section, including its decision on any waivers or
exemptions requested by the dark fiber provider in conjunction with its application, within 60 days of
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receipt of the application, except that if the commission determines that it requires additional time, it may
extend its review and issue its order no later than 90 days after receipt of the application.

Chapter 23: UTILITY FACILITIES IN THE PUBLIC WAY

35-A §2301. TELEPHONE UTILITIES, FEDERALLY SUPPORTED DARK FIBER
PROVIDERS AND TELEVISION CORPORATIONS MAY CONSTRUCT LINES

Except as limited, every corporation organized under-section-2104-for the purpose of eperating
telephonesproviding telephone service, every dark fiber provider for the purposes of constructing and
maintaining its federally supported dark fiber, and every corporation organized for the purpose of
transmitting television signals by wire may construct, maintain and operate its lines upon and along the
route or routes and between the points stated in its certificate of incorporation; and may construct its lines
and necessary erections and fixtures for them along, over, under and across any of the roads and streets
and across or under any of the waters upon and along the route or routes subject to the conditions and
under the restrictions provided in this chapter and chapter 25.

35-A §2306. NO TAKING PROPERTY WITHOUT CONSENT

A public utility, Local Exchange Carrier organized under section 2101 and former section 2109, or
any Voice Service Provider, may not take, appropriate or use the location, pipes, lines, land or other
property of any other person doing or authorized to do a similar business, without consent of the other
person, except by Private and Special Act of the Legislature.

35-A §2307. PUBLIC UTILITIES MAY LAY WIRES, PIPES AND CABLES UNDER
STREETS SUBJECT TO MUNICIPAL PERMIT

Public utilities and Voice Service Providers may, in any municipality, place their pipes and
appurtenances, wires and cables and all conduits and other structures for conducting and maintaining the
pipes, wires and cables under the surface of those streets and highways in which the utilities are
authorized to obtain locations for their pipes and appurtenances, poles and wires, subject to the written
permit of the licensing authority, as defined in section 2502 and subject to such rules as to location and
construction as the municipal officers or the Department of Transportation may designate in their permit.
A permit must be obtained under sections 2501 to 2508. Permits to open streets and highways for the
purpose of relaying or repairing the pipes and appurtenances, wires, cables, conduits and other
structures may be granted without notice.

35-A §2308. PROTECTION OF UTILITY FACILITIES UPON DISCONTINUANCE OF
PUBLIC WAYS

In proceedings for the discontinuance of public ways, public ways may be discontinued in whole or in
part. The discontinuance of a town way shall be pursuant to Title 23, section 3026. Unless an order
discontinuing a public way specifically provides otherwise, the public easement provided for in Title 23,
section 3026, includes an easement for public utility or Voice Service Provider facilities. A utility or Voice
Service Provider may continue to maintain, repair and replace its installations within the limits of the way
or may construct and maintain new facilities within the limits of the discontinued way, if it is used for travel
by motor vehicles, in order to provide utility or telephone service, upon compliance with the provisions of
sections 2503, 2505, 2506, 2507 and 2508.

35-A §2310. TRESPASS ON A UTILITY POLE
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1. Trespass. A person commits trespass on a utility pole if, without the prior consent of the utility
ewningowner of the pole, he places any object or makes any attachment on any utility pole, whether or
not it is within the limits of a public way.

2. Violation; forfeiture. Trespass on a utility pole is a civil violation for which a forfeiture of not less
than $25 nor more than $100 shall be adjudged.

35-A §2522. MAINTENANCE OF UTILITY FACILITIES

Notwithstanding any other provision of law, a transmission and distribution utility or Local Exchange
Carrier-telephone-utility may trim, cut or remove by cutting trees located within the public right-of-way of a
public way and may trim or cut portions of trees encroaching upon the public right-of-way when necessary
to ensure safe and reliable service if:

1. Notice to applicable licensing authority. Notice is provided by the utility or Local Exchange
Carrier to the applicable licensing authority, as defined in section 2502, at least 30 days before the
trimming, cutting or removal of trees;

2. Consultation with applicable licensing authority. Upon request of the applicable licensing
authority, the utility or Local Exchange Carrier consults with the applicable licensing authority before the
trimming, cutting or removal of trees. Notice must be sent to each municipality in which trimming, cutting
or removal of trees is to be conducted and the utility shall consult with the applicable municipal licensing
authority or, if none, the municipal officers before commencing operations. The municipal licensing
authority or, if none, the municipal officers may elect to hold a public hearing on the utility's proposal and,
if so, the utility_or Local Exchange Carrier may not commence operations until after the public hearing has
been held;

3. Public notice. Public notice is placed in at least 2 newspapers with circulation in the area where
trimming, cutting or removal of trees is scheduled to occur at least 30 days before the trimming, cutting or
removal of those trees. The notice must state that customers may request to be placed on the list,
required under subsection 4, of persons who have requested to be personally consulted before the
trimming, cutting or removal of trees;

4. Customer notice list. Before the trimming, cutting or removal of trees, the utility or Local
Exchange Carrier confers with any person who requests personal consultation concerning the trimming,
cutting or removal of trees on property in which the person has a legal interest. The utility or Local
Exchange Carrier shall keep a list of persons who have requested personal consultation under this
subsection. The utility or Local Exchange Carrier shall notify annually, in the form of a bill insert, all of the
utility's or Local Exchange Carrier’'s customers of the opportunity to be on the list required under this
subsection; and

5. Shade and ornamental trees. Before removing a shade or ornamental tree, the utility or Local
Exchange Carrier consults with the owner of the land upon which the tree is located. For purposes of this
subsection, "owner" includes a person who owns the underlying fee interest in land encumbered with a
public easement.

This section does not apply to trimming, cutting or removal of trees undertaken in emergency
situations.
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Part 7: TELECOMMUNICATIONS
Chapter 71: GENERAL PROVISIONS
35-A §7101. TELECOMMUNICATIONS POLICY

1. Universal service. The Legislature declares and finds that the 50-year effort to bring affordable,
universally available telephone service to the public has served the State well; universal telephone
service has contributed to the State's economic, social and political integration and development; the
public benefits from universal telephone service because each telephone subscriber receives a more
valuable service when virtually anyone else in the State can be called; and a significant rate increase may
threaten universal service by forcing some Maine people to discontinue their telephone service. It is the
policy of the State that telephone service must continue to be universally available_in the form of Provider
of Last Resort Service, especially to the poor, at affordable rates.

2. Economic development. The Legislature further declares and finds that a modern state-of-the-
art telecommunications network is essential for the economic health and vitality of the State and for
improvement in the quality of life for all Maine citizens. Therefore, it is the goal of the State that all Maine's
businesses and citizens should have affordable access to an integrated telecommunication infrastructure
capable of providing voice, data and image-based services. The State shall consider policies that:

A. Encourage economic development;

B. Employ methods of regulation that encourage the development and deployment of new
technologies; and

C. Encourage acceptable service applications that support economic development initiatives or
otherwise improve the well-being of Maine citizens.

3 Report-

43. Information access. The Legislature further declares and finds that computer-based information
services and information networks are important economic and educational resources that should be
available to all Maine citizens at affordable rates. It is the policy of the State that affordable access to
those information services that require a computer and rely on the use of the telecommunications network
should be made available in all communities of the State without regard to geographic location.

54. Homeland security and emergency alerts. The Legislature further finds that seamless,
integrated, robust and redundant means of communication, including, but not limited to, voice and
alphanumeric pagers, landline telephones, wireless telephones, text radio and wireless e-mail, create a
robust communication system that enables rapid contact with first responders, ensures emergency alert
notification to all affected persons in the State, including at-risk populations such as the hearing or
visually impaired, and enhances homeland security. It is the policy of the State to encourage the
deployment of the infrastructure necessary to support such a communications system.

5. Maximization of Support. The Commission shall pursue all activities necessary to maximize the
amount of federal support received by Voice Service Providers offering voice and broadband service in
Maine.

35-A §7101-A. TELECOMMUNICATIONS PRIVACY; POLICY
The Legislature declares and finds the following.

1. Privacy right. TelephoneVoice service subscribers have a right to privacy and the protection of
this right to privacy is of paramount concern to the State.
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2. Exercise of right. To exercise their right to privacy, telephene-voice service subscribers must be
able to limit the dissemination of their telephone numbers to persons of their choosing.

35-A §7101-B. ACCESS RATES

1. Definitions. As used in this section, the term "intrastate access rates" means rates that a
telecommunications-voice service provider pays for access to a local exchange carrier's facilities and
services in order to provide intrastate interexchange service.

2. Access rates. After any decrease of interstate access rates by the Federal Government, the
commission shall consider corresponding reductions in intrastate access rates, taking into account both
the disadvantages to customers of intrastate access rates that exceed interstate access rates and the
disadvantages to customers of increases in rates for local telephone service that may result from
reductions in intrastate access rates.

A. By May 31, 2005, the commission shall ensure that intrastate access rates are equal to interstate
access rates established by the Federal Communications Commission as of January 1, 2003.

B. If achieving the result required under paragraph A would result in an increase of more than 50% in
the price of local telephone service, whether as a result of an increase in local service rates or an
increase in universal service fund collections, the commission shall:

(1) Phase in intrastate access rate reductions through stepped reductions so as to produce as
smooth a transition as possible; and

(2) To the maximum extent possible, keep increases in the price of local telephone service to no
more than 50% for each stepped reduction in the intrastate access rate.

C. If interstate access rates are reduced by the Federal Communications Commission below the
rates as of January 1, 2003, the commission may further require reductions in intrastate access rates
beyond what is required under paragraph A, except that, within any 2-year period, the commission
may not require such further access rate reduction if the result will be an increase of more than 50%
in local service rates or an increase of more than 50% in the collection rate for the state universal
service fund.

The commission may adopt rules to implement this subsection. Rules adopted pursuant to this subsection
are routine technical rules as defined in Title 5, chapter 375, subchapter 2-A.

3. Consumer rates. If the commission finds that effective competition in the intrastate interexchange
market does not exist, the commission shall require all persons providing intrastate interexchange service
to reduce their intrastate long-distance rates to reflect net reductions in intrastate access rates ordered by
the commission pursuant to subsection 2.

35-A §7102. DEFINITIONS

As used in this Part, unless the context otherwise indicates, the following terms have the following
meanings.

1. Access to directory assistance. “Access to directory assistance” means access to a service that
includes, but is not limited to, making available to customers, upon request, information contained in
directory listings.

2. Access to emergency services. “Access to emergency services” includes access to services,
such as 911 and enhanced 911, provided by local governments or other public safety organizations. 911
is defined as a service that permits a telecommunications user, by dialing the three-digit code “911,” to
call emergency services through a Public Service Access Point (“PSAP”) operated by the local
government. “Enhanced 911” is defined as 911 service that includes the ability to provide automatic
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numbering information (“ANI"), which enables the PSAP to call back if the call is disconnected, and
automatic location information (“ALI”), which permits emergency service providers to identify the
geographic location of the calling party. “Access to emergency services” includes access to 911 and
enhanced 911 services to the extent the local government in an eligible carrier's service area has
implemented 911 or enhanced 911 systems.

3. Access to interexchange service. “Access to interexchange service” is defined as the use of the
loop, as well as that portion of the switch that is paid for by the end user, or the functional equivalent of
these network elements in the case of a wireless carrier, necessary to access an interexchange carrier's
network.

4. Access to operator services. “Access to operator services” means access to any automatic or
live assistance to a consumer to arrange for billing or completion, or both, of a telephone call.

4-A5. Caller-ID. "Caller-ID" means a service that allows a person who receives a telephone call to
know, by means of an appropriate device, the telephone access line identification number or other
telephone access line identification information. "Caller-ID" does not include the following:

A. An identification service that is used within the same limited system, including but not limited to a
private branch exchange, or PBX, system or a Centrex system;

B. An identification service provided in connection with audiotextservices,-as-defined-in-section-801;
toll-free, or "800" access code, telephone service or a similar telephone service;

C. An identification service that provides billing information to another-telephene-utility Voice Service
Provider or to others providing service to a customer;

D. An identification service that is used on a public agency's emergency telephone line or on the line
that receives the 9-1-1 or primary emergency telephone number; and

E. An identification service provided in connection with legally sanctioned call tracing or tapping
procedures.

6. Dual tone multi-frequency signaling. “Dual tone multi-frequency” (‘DTMF”) is a method of
signaling that facilitates the transportation of signaling through the network, shortening call set-up time.

4.7. Emergency. "Emergency" means a situation in which property or human or animal life is in
jeopardy and the prompt summoning of aid is essential.

4-B8. Line-item charge. "Line-item charge" means a discrete charge identified separately on a
customer's telephone bill.

9. Local usage. “Local usage” means an amount of minutes of use of exchange service within a
certain area, prescribed by the Commission, provided free of charge to end users.

210. Party line. "Party line" means a subscribers' line telephone circuit, consisting of 2 or more main
telephone stations connected with the circuit, each station with a distinctive ring and telephone number.

311. Public telephone. "Public telephone" means a telephone made available for voice message
use by members of the transient or general public for compensation, including pay telephones and any
telephones provided for the use of lodgers in or patrons of hotels, motels, hospitals, medical and
convalescent care facilities, academic institutions, transportation terminals, government offices, public
buildings, restaurants or other places of public accommodation or prisons and other confinement facilities.

12. Single-party service. “Single-party service” is telecommunications service that permits users to
have exclusive use of a wireline subscriber loop or access line for each call placed, or, in the case of
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wireless telecommunications carriers, which use spectrum shared among users to provide service, a
dedicated message path for the length of a user's particular transmission.

13. Toll limitation for qualifying low income customers. “Toll limitation for qualifying low-income
consumers” means a functionality that enables a user of telecommunications services to transmit voice
communications, including signaling the network that the caller wishes to place a call, and to receive
voice communications, including receiving a signal indicating there is an incoming call.

14. Voice grade access. “Voice grade access” means a functionality that enables a user of
telecommunications services to transmit voice communications, including signaling the network that the
caller wishes to place a call, and to receive voice communications, including receiving a signal indicating
there is an incoming call. For the purposes of this part, bandwidth for voice grade access should have a
minimum range of, 300 to 3,000 Hertz.

35-A §7104. AFFORDABLE TELEPHONE SERVICE

1. Low-income support. The commission shall require telephone utilities to participate in statewide
outreach programs designed to increase the number of low-income telephone customers on the network
through increased participation in any universal service program approved by the commission.

2. General availability. The commission shall seek to ensure that similar-telecommunication
services-areProvider of Last Resort Service is available to consumers throughout all areas of the State at
reasonably comparable rates.

3. Authority. The commission shall adopt rules to implement this section and may require providers
ofintrastate-telecommunications-servicesVoice Service Providers and providers of radio paging service to
contribute to a state universal service fund to support programs consistent with the goals of applicable
provisions of this Title and the federal Telecommunications Act of 1996, Public Law 104-104, 110 Stat.

56. Prior to requiring that -providers-ofinirastate-telecommunications-servicesVoice Service Providers and
providers of radio paging service contribute to a state universal service fund, the commission shall assess
the telecommunications needs of the State's consumers and establish the level of support required to
meet those needs. If the commission establishes a state universal service fund pursuant to this section,
the commission shall contract with an appropriate independent fiscal agent that is not a state entity to
serve as administrator of the state universal service fund. Funds contributed to a state universal service
fund are not state funds. Rules and any state universal service fund requirements established by the
commission pursuant to this section must:

A. Be reasonably designed to maximize federal assistance available to the State for universal service
purposes;

B. Meet the State's obligations under the federal Telecommunications Act of 1996, Public Law 104 -
104, 110 Stat. 56;

C. Be consistent with the goals of the federal Telecommunications Act of 1996, Public Law 104 - 104,
110 Stat. 56;

D. Ensure that any requirements regarding contributions to a state universal service fund be
nondiscriminatory and competitively neutral;

E. Require, if a Voice Service Provider elects to recover its contributions under this section by means
of a charge placed on a bill issued to a customer, explicit identification on customer bills of any

charge |mposed under th|s section. Req&wee*p%ﬁ—@enhﬁeahen%n%ustemepbm:&eﬁewmbuhens%
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—Rules adopted under this subsection are
routlne techmcal rules as deflned in Title 5, chapter 375 subchapter I1-A.

54. Funds for Communications Equipment Fund. The commission shall annually transfer
$85,000 from a state universal service fund established pursuant to this section to the Communications
Equipment Fund established under Title 26, section 1419-A.

If the Department of Labor, Bureau of Rehabilitation Services does not receive from federal or other
sources funds in addition to the $85,000 sufficient to carry out the purposes of Title 26, section 1419-A,
the commission, at the request of the Department of Labor, Bureau of Rehabilitation Services, may
transfer from the state universal service fund to the Communications Equipment Fund an additional
$100,000.

At

B+
The commission may, upon the request of the Department of Labor, Bureau of Rehabilitation Services
and after a finding that the funds are necessary and that sufficient attempts have been made by the
Bureau of Rehabilitation Services to maximize federal support to support emergency alert
telecommunications service, annually transfer up to $57,500 from the state universal service fund
established by this section to the Communications Equipment Fund established under Title 26, section

1419-A for the exclusive purpose of supporting the discount program established under Title 26, section
1419-A, subsection 6.

The commission may require contributions to the state universal service fund in an amount necessary to
collect amounts transferred pursuant to this subsection.

56. Public-interest pay phone support. The commission may require contributions to a state
universal service fund established pursuant to this section in an amount sufficient to collect up to $50,000
each year to fund public-interest pay phones pursuant to section 7508. The commission shall maintain an
accounting of all funds contributed to the state universal service fund pursuant to this subsection and all
funds expended pursuant to section 7508. Funds contributed to the state universal service fund pursuant
to this subsection may be expended only for the purposes of section 7508.

76. Telecommunications relay services support. In order to ensure the affordability of
telecommunications relay services throughout the State, the commission shall establish funding support
for telecommunications relay services, including related outreach programs, within the state universal
service fund established pursuant to subsection 3.

A. In establishing the total level of support for the state universal service fund, the commission shall
include funding levels for telecommunications relay services as recommended by the
Telecommunications Relay Services Advisory Council, as established in section 8704, unless the
commission determines, upon its own motion or upon the request of a provider-of-intrastate
telecommunications-servicesVoice Service Provider, that the recommended funding levels may be
unreasonable. If the commission determines that the funding levels may be unreasonable, the
commission shall open a proceeding to determine a reasonable funding level for telecommunications
relay services, including related outreach programs. Upon the conclusion of the proceeding, the
commission shall establish funding support for telecommunications relay services, including related
outreach programs, that it has found to be reasonable within the state universal service fund. The
commission shall require contributions to the state universal service fund on a quarterly basis to meet
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the established funding support levels.

B. In determining reasonable funding levels for telecommunications relay services, including related
outreach programs, the commission may consider whether the recommended funding is for
telecommunications relay services, including related outreach programs, that are:

(1) Federally required services;

(2) Services provided in other states with a similar deaf, hard-of-hearing and speech impaired
population as this State; or

(3) Services that are designed to maximize the effectiveness of telecommunications relay
services through the application of new technologies.

35-A §7104-B. ACCESS TO INFORMATION SERVICES

1. Definitions. As used in this section, unless the context otherwise indicates, the following terms
have the following meanings.

A. "Qualified library" means a public library as defined in Title 27, section 110, subsection 10; a
research center as defined in Title 27, section 110, subsection 12; or a library that provides free
public access to all advanced telecommunications services available at that library and whose
collection serves as a statewide resource, if the commission determines, in consultation with the
Maine Library Commission, that including that library as a qualified library is in the public interest.

B. "Qualified school" means a public school as defined in Title 20-A, section 1, subsection 24; a
private school approved under Title 20-A, section 2901 or 2951; or a school that provides free public
access to all advanced telecommunications services available at that school, if the commission
determines, in consultation with the Department of Education, that including that school as a qualified
school is in the public interest.

2. Authority. Pursuant to the authority granted in section 7104 and in order to carry out the policy
goals established by section 7101, subsections 1, 2 and 4, the commission shall establish a
telecommunlcatlons educatlon access fund, referred to in this section as the "fund," and require all

i vicesVoice Service Providers providing
service in the State and any other entities |dent|f|ed by the commission pursuant to subsection 8 to
contribute to the fund. The fund must be available, with any accumulated interest, to qualified libraries,
qualified schools and the Raymond H. Fogler Library at the University of Maine to assist in paying the
costs of acquiring and using advanced telecommunications technologies.

3. Limitations. In carrying out the authority granted by subsection 2, the commission shall:

A. Limit the amount collected to no more than 0.7% of retail charges for telecommunications services
as determined by the commission, excluding interstate tolls or interstate private line services;

B. Ensure that the funds are collected in a competitively neutral manner;

C. Integrate the collection of the charge with any state universal service fund developed by the
commission;

D. Require, if a Voice Service Provider elects to recover its contributions under this section by means
of a charge placed on a bill issued to a customer, explicit identification on customer bills of any
charge imposed under this section; and

4. Use of fund. The fund must be used to provide discounts to qualified libraries, qualified schools
and the Raymond H. Fogler Library at the University of Maine for the following:
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A. Telecommunications services;
B. Internet access;

C. Internal connections;

D. Computers;

E. Training; and

F. Content.

4-A. State Librarian; Commissioner of Education. The State Librarian or the Commissioner of
Education may enter into contracts or order services on behalf of qualified schools and qualified libraries
in connection with the fund and may take advantage of any discounts available pursuant to the federal
Telecommunications Act of 1996.

5. Guidelines for funding. The commission shall allocate money from the fund using the following
guidelines:

A. To ensure a basic level of connectivity for all of the qualified schools and qualified libraries in the
State;

B. To ensure that all qualified schools, qualified libraries and the Raymond H. Fogler Library at the
University of Maine are capable of using the advanced technology equipment obtained through the
fund;

C. To ensure that more technologically sophisticated equipment is available to students in grades 9
to 12 and in larger qualified libraries in the State;

D. To provide for necessary equipment to use the services obtained through the fund;
E. To provide for internal connections necessary to use the services obtained through the fund;

F. To provide training to teachers so that they may assist and educate their students in the use of the
advanced technology equipment;

G. To provide for the establishment of computer technology training programs in schools to provide
training to students in areas such as, but not limited to, electronic commerce, Internet proficiency and
World Wide Web-enabled systems; and

H. To provide for electronic database content to be used for the purposes of accessing information
by schools and libraries.

6. Coordination with federal funds. Except as provided in paragraph A, qualified schools and
qualified libraries shall apply for any federal discounts available pursuant to the federal
Telecommunications Act of 1996. The level of discount, pursuant to subsection 4, is determined by the
commission.

A. A qualified library is not required to apply for a federal discount pursuant to the federal
Telecommunications Act of 1996 if the library determines that satisfying conditions for receiving that
discount would substantially compromise the library's standards or mission. If the qualified library
does not receive a federal discount as a result of a determination made in accordance with this
paragraph, the commission shall establish an enhanced level of discount pursuant to subsection 4 to
ensure the library is not substantially disadvantaged by that determination. The commission shall
establish a level of discount that mitigates, to the maximum extent the commission determines
appropriate, the financial impact on the library resulting from its not receiving the federal discount.

7. Coordination with existing facilities. Any existing facilities developed to provide services to
qualified schools, qualified libraries and the Raymond H. Fogler Library at the University of Maine, as
directed by the commission under this section, must continue to provide services to qualified schools,
qualified libraries and the Raymond H. Fogler Library at the University of Maine at rates that reflect the
incremental costs to use those facilities.
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35-A §7105. CALLER-ID

Caller-ID services provided in this State are subject to the following.

1. Per-call blocking. At least 2 months prior to initiating any caller-ID service, and throughout the
period that caller-ID service is offered to subscribers in this State, telephone-utilitiesVoice Service
Providers must advertise and |mmed|ately upon |n|t|at|ng such service must offer to all subscrlbers free
per-call blocking. . v
section:

2. Per-line blocking.
State—theee#mssm—shaﬂ—mqw#eVmce SerV|ce Prowders must provide per-Ilne blockmg to bep#ewded
te-individuals, agencies and groups that submit a written request to the telephone-utilityVoice Service
Provider asserting a specific need for per-line blocking for reasons of health and safety. Telephone
utilitiesVoice Service Providers may not charge a subscriber a fee for the first per-line blocking or
unblocking of the subscriber's line. Except as otherwise authorized by law or to confirm that a subscriber
has made a valid request, telephone-utilities\Voice Service Providers may not disclose information
concerning the request for per-line blocking submitted by an individual, agency or group.

35-A §7106. CONSUMER PROTECTIONUNAUTHORIZED CHANGE OF CARRIER

1. Unauthorized change of carrier. This subsection governs the initiation of a change in a

customer's local-or-intrastate-interexchange-carrierVoice Service Provider that is not authorized by that

consumer.

A. Notwithstanding Title 32, chapter 69, subchapter 5 or Title 32, section 14716, and except as
otherwise provided by the commission by rule adopted pursuant to subsection 3, a Voice Service
Provider lecal-orintrastate-interexchange-carrier-may not initiate the change of a customer's Voice
Service Providerlecal-orintrastate-carrier unless the change is expressly authorized by the customer
as verified by one of the following methods:

(1) Written or electronically signed authorization from the customer;

(2) Toll-free electronic authorization placed from the telephone number that is the subject of the
change order; or

(3) Oral authorization of the customer obtained by an independent 3rd party.
B. When a customer's Voice Service Providerservice is changed to a new Voice Service

Providerlocal-or-intrastate-interexchange-carrier, the new Voice Service Provider local-orintrastate
interexchange-carrier-shall maintain for 24 months a record of nonpublic customer-specific
information that establishes that the customer authorized the change.

c
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DC. A Voice Service Provider local-or-intrastate-interexchange-carrier-that has initiated an

unauthorized customer change shall:

(1) Pay all usual and customary charges associated with returning the customer to the

customer's original Voice Service Providerlocal-orintrastate-interexchange-carrier,;

(2) Return to the customer any amount paid to that carrier by the customer or on the customer's
behalf;

(3) Pay any access charges and related charges to access providers or to an underlying carrier
when applicableand.

2. Penalty. A Voice Service Provider local-orintrastate-interexchange-carrier-that violates this

section is subject to penalty in accordance with this subsection.

A. The commission may impose an administrative penalty against any person who violates this
section or any rule or order adopted pursuant to this section. In determining whether to impose a
penalty, the commission may consider whether the violation was intentional. The penalty for a
violation may be in an amount not to exceed $5,000 for each day the violation continues, up to a
maximum of $40,000 for a first offense and a maximum of $110,000 for subsequent offenses. The
amount of the penalty must be based on:

(1) The severity of the violation, including the intent of the violator, the nature, circumstances,
extent and gravity of any prohibited acts;

(2) The history of previous violations;

(3) The amount necessary to deter future violations;

(4) Good faith attempts to comply after notification of a violation; and
(5) Such other matters as justice requires.

DBB. The commission may order a Voice Service Providertelephone-utility to withhold funds collected

on behalf of a Voice Service Providerearrier that is subject to an administrative penalty proceeding
conducted pursuant to this section if it finds that it is more likely than not that penalties will be
imposed or customer refunds will be ordered that are equal to or greater than the amount ordered
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withheld. The commission shall provide the Voice Service Providerearrier notice and an opportunity
to be heard prior to ordering funds to be withheld. If the commission finds that there is a clear danger
that, if notified in advance, the Voice Service Providerearrier will conceal or otherwise make funds
unavailable to satisfy penalties or customer refunds prior to providing notice and an opportunity to be
heard, it may issue an order to the Voice Service Provider-public-utility to withhold the funds without
providing notice or an opportunity to be heard. To issue such an order, the commission must also
make the first finding required by this paragraph. The commission shall, without delay, provide a
copy of the order to the Voice Service Providerearrier along with written notice that the Voice Service
Providerearrier, on request, will be provided with an opportunity to contest the finding that it is more
likely than not that penalties will be imposed or customer refunds will be ordered that are equal to or
greater than the amount ordered withheld.

3. Rules. The commission shall adopt nondiscriminatory and competitively neutral rules to further
implement this section.

Rules adopted pursuant to this subsection are routine technical rules as defined in Title 5, chapter 375,
subchapter II-A.

4. Enforcement. The commission through its own counsel or through the Attorney General may
apply to the Superior Court of any county of the State to enforce any lawful order made or action taken by
the commission pursuant to this section. The court may issue such orders, preliminary or final, as it
considers proper under the facts established before the court.

5. Notice to the Attorney General. If the commission has reason to believe that any Voice Service
Providerearrier has violated any provision of the law for which criminal prosecution is provided and would
be in order or any law regarding fraud or consumer protection, the Commission shall notify the Attorney
General. The Attorney General shall promptly institute any actions or proceedings the Attorney General
considers appropriate.

6. Customer education. The Public Advocate shall periodically inform telephone customers in the
State of the protections and rights provided by this section.
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35-A §7107. UNAUTHORIZED SERVICES

1. Definitions. As used in this section, unless the context otherwise indicates, the following terms
have the following meanings.

A. "Billing agent" means a telephone-utilityVoice Service Provider that includes in a bill it sends to a
customer a charge for a product or service offered by a service provider.

B. "Billing aggregator" means any person, other than a service provider, who forwards the charge for
a product or service offered by a service provider to a billing agent.

C. "Service provider" means any person, other than the billing agent, that offers a product or service
to a customer, the charge for which appears on the bill of a billing agent.

D. "Unauthorized service" means the provision of any service or product by a service provider from
whom a billing agent has not obtained sufficient evidence of customer authorization and for which a
charge appears on the customer's telephone bill. For the purposes of this section, a charge for a
collect call is deemed to be authorized by the customer receiving the call.

2. Registration requirements. The following acts are prohibited.

A. A service provider may not offer a product or service to a customer, the charge for which appears
on the bill of a billing agent, unless the service provider is properly registered with the commission.

B. A billing aggregator may not forward to a billing agent charges for a service or product offered by a
service provider unless the billing aggregator is properly registered with the commission.

C. A billing aggregator may not forward charges to a billing agent from a service provider who is
required to be registered under this subsection and who is not properly registered under this
subsection.

D. A billing agent may not knowingly bill on behalf of a service provider who is required to be
registered under this subsection and who is not properly registered under this subsection.

StateVoice Service Provider is not required to be registered under this subsection.

The commission by rule may establish the manner and form of the registration. A registration properly
filed with the commission takes effect 14 days after the filing date unless the commission objects to the
registration and provides notice of its objection to the registrant within the 14 days. If the commission
objects to the registration, the registration does not become effective unless expressly approved by the
commission. The commission shall offer a person whose registration has been rejected an opportunity for
a hearing. A registration, once effective, remains effective until revoked by the commission or
surrendered by the service provider or billing aggregator.

3R ion of registration: notice.

3-A: Denial or revocation of registration; notice. The commission may by order, after notice and
opportunity for hearing, deny, suspend or revoke an application for registration as, or the registration of, a
service provider or billing aggregator if the commission finds that the order is in the public interest and
that the applicant or registrant, or a principal of the applicant or registrant:

A. Has knowingly misrepresented or omitted a material fact on the application for registration as a
service provider or billing aggregator or has filed an incomplete application and does not take
reasonable steps to provide the missing information;

B. Has, in the case of a service provider, knowingly or repeatedly billed one or more customers for
unauthorized service or, in the case of a billing aggregator, knowingly or repeatedly forwarded the
charge for a service or product to a billing agent on behalf of a service provider who was required to
be registered with the commission under subsection 2 and was not properly registered;

C. Has engaged in any other false or deceptive billing practices prohibited by commission rule;
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D. Has acted as a service provider or billing aggregator in the State without being licensed to do so;

E. Is then permanently or temporarily enjoined by any court of competent jurisdiction from violating
any law governing the conduct of billing aggregators or service providers or from engaging in, or
continuing, any conduct or practice indicating a lack of fithess to engage in the business of a billing
aggregator or service provider;

F. Has, within the last 10 years, pleaded guilty or nolo contendere to, or been convicted of, any crime
indicating a lack of fitness to engage in the business of a billing aggregator or service provider;

G. Is the subject of any of the following orders currently effective that were issued within the last 5
years:

(1) An order by a state or federal agency, entered after notice and opportunity for hearing,
denying, suspending or revoking the person's license or registration as a service provider or
billing aggregator, or the substantial equivalent of those terms, as defined in this section;

(2) A cease and desist order issued by any state or federal agency with general authority to
enforce laws prohibiting unfair or deceptive acts or practices in a trade or business or with
specific authority to regulate billing aggregators or service providers; or

(3) An order entered by a court of competent jurisdiction or entered after notice and an
opportunity for hearing by any state or federal occupational licensing agency denying,
suspending, revoking or restricting the person's occupational license as a result of allegations of
misconduct. This subparagraph also applies when the denial, suspension, revocation or
restriction of the license is pursuant to a consent agreement between the person and the
licensing agency, whether or not the agency also issued an order; or

H. Has, within the last 5 years, entered into a consent agreement with a state or federal enforcement
or regulatory agency in which the person agreed to discontinue engaging in one or more practices
alleged by the agency to have been an unfair or deceptive act or practice.

4. Procedure upon complaint. If a customer of a billing agent notifies the billing agent that a charge
for an unauthorized service has been included in the customer's telephone bill, the billing agent shall:

A. Immediately suspend collection efforts on that portion of the customer's bill; and

B. Either cease collection efforts entirely with regard to the disputed charge or request evidence from
the service provider that the customer authorized the service for which payment is sought. If the
billing agent ceases collection efforts or sufficient evidence of customer authorization is not
presented to the billing agent within a reasonable time, as defined by the commission by rule, the
billing agent shall:

(1) Immediately remove any charges associated with the unauthorized service from the
customer's bill; and

(2) Refund to the customer any amounts paid for the unauthorized service that were billed by the
billing agent during the 6 months prior to the customer's complaint or during any longer period in
which the customer can prove the customer was billed by the billing agent for unauthorized
services.

If sufficient evidence of customer authorization is provided to the billing agent, the billing agent may
restore the charges on the customer's bill and reinstitute collection efforts. The customer or the
service provider may appeal the billing agent's determination to the commission.

5. Enforcement authority. In addition to any authority the commission may have pursuant to other
law, the commission may enforce this section in accordance with this subsection.

A. In an adjudicatory proceeding, the commission may impose an administrative penalty upon the
following entities for the following violations:

(1) A service provider who provides or charges for an unauthorized service;
(2) A service provider or billing aggregator who is required to be registered under subsection 2
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and who is not properly registered pursuant to that subsection;

(3) A billing agent who knowingly bills on behalf of a service provider who is required to be
registered under subsection 2 and who is not properly registered pursuant to that subsection at
the time the billing agent's bill is generated; and

(4) A billing agent that fails to comply with any of the requirements of subsection 4.

B. The amount of any administrative penalty imposed under paragraph A may not exceed $1,000 per
violator for violations arising out of the same incident or complaint and must be based on:

(1) The severity of the violation, including the intent of the violator, the nature, circumstances,
extent and gravity of any prohibited acts;

(2) The history of previous violations;

(3) The amount necessary to deter future violations;

(4) Good faith attempts to comply after notification of a violation; and
(5) Such other matters as justice requires.

6. Rulemaking. The commission shall adopt rules to implement this section. Rules adopted under
this section are routine technical rules pursuant to Title 5, chapter 375, subchapter 2-A. Rules-adopted-by

Notwithstanding Title 32, chapter 69, subchapter 5 or Title 32, section 14716, subsection 4, rules adopted
by the commission pursuant to paragraph B may define "sufficient evidence of customer authorization" to
include oral authorization obtained by an independent 3rd party.

35-A §7109. UNLAWFUL TELEPHONE CHARGES

1. Unauthorized and duplicative line-item charges prohibited. A Voice Service
Providertelephone-utility may not charge a customer for, or include as a separate line-item charge on the
customer's bill, any charge unless that charge represents:

A. An actual service or fee authorized by the customer; or

B. An actual tax, fee or charge authorized or required by federal or state law or by a federal or state
agency rule or order.

A Voice Service Provider telephone-utility-may not include in a line-item charge on a customer's bill any
element of the telephone utility's costs that is charged for elsewhere on the customer's bill.

2. Description of line-item charges required. A Voice Service Provider telephone-utility-shall
provide on the customer's bill a brief, clear, nonmisleading, plain language description of each line-item
charge included on the bill and the authorized service, tax or fee represented by that line-item charge.

3. Enforcement. In addition to any authority the commission may have pursuant to other law, the
commission may impose an administrative penalty upon a Voice Service Provider telephone-utility-for
violation of this section. The amount of any administrative penalty imposed under this subsection may not
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exceed $1,000 per violator for violations arising out of the same incident or complaint and must be based
on:

A. The severity of the violation, including the intent of the violator and the nature, circumstances,
extent and gravity of any prohibited acts;

B. The history of previous violations by the violator;

C. The amount necessary to deter future violations;

D. Good faith attempts to comply after notification of a violation; and
E. Such other matters as justice requires.

The commission shall provide a simple process for a customer of a Voice Service Providertelephone
uiility to report to the commission a line-item charge that the customer believes may violate this section.

This subsection is not intended to limit any enforcement action or penalty pursued by the Attorney
General for violations of Title 5, chapter 10 where applicable.

Chapter 72: PROVIDER OF LAST RESORT SERVICE

35-A § 7201. PROVIDER OF LAST RESORT SERVICE

Provider of Last Resort (POLR) Service is a flat-rate service with voice grade access to the public
switched telephone network; local usage within a certain calling area as determined by the commission;
dual tone multifrequency signaling or its functional equivalent; single-party service or its functional
equivalent; access to emergency services, including 911 and enhanced 911; access to operator services;
access to directory assistance; toll limitation for qualifying low income customers; [and the ability to
maintain uninterrupted voice service during a power failure, either through the incorporation into the
network and network interface devices of suitable battery backup, or through electrical current].33

35-A § 7202. DESIGNATION OF POLR SERVICE PROVIDERS

1. Initial Designation of POLR Service Providers. All entities that were Incumbent Local Exchange
Carriers as of January 1, 2012 shall provide POLR service within their respective service areas.

2. Relief from POLR Service Provider Obligations. A POLR service provider may petition the
commission for authorization to discontinue offering POLR service in a given geographical area. In
considering such a petition, the commission may consider the following factors:

A. The number of customers in the given geographic are who purchase only POLR service (i.e.,
do not purchase POLR service as a component of a package of other services such as internet service or
video programming);

B. The physical locations of all POLR service customers in the given geographic area;

C. The physical locations of all customers who take service other than POLR service from the
POLR service provider and the particular service offerings the non-POLR service customers take from the
provider;

D. The physical locations in the given geographic area where POLR service customers have the
ability to take basic exchange service or its equivalent from two or more alternate service providers;

* The Commission is not in agreement on whether the bracketed provision should be included in this
Section.
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E. The price of basic exchange service or its equivalent offered by alternate service providers in
the given geographic area; and

F. The public interest.

The commission may adopt rules to implement the provisions of this subsection. Rules adopted
pursuant to this subsection are routine technical rules as defined in Title 5, chapter 375, subchapter II-A.

3. Reassignment of POLR Service Provider Obligation. A POLR service provider may petition the
commission for authorization to assign its POLR service obligation for a given geographic area to another
voice service provider. The commission shall by rule develop a process for identifying and approving
replacement POLR service providers, but in no event shall a voice service provider be designated as a
replacement POLR service provider without the express consent of the voice service provider. Before
authorizing the reassignment of POLR service obligations to another voice service provider, the
commission shall ensure that the voice service provider possesses the financial and technical capability
to meet all POLR service standards set by the commission. Rules adopted pursuant to this subsection
are routine technical rules as defined in Title 5, chapter 375, subchapter Il-A.

35-A § 7203. REVENUE REQUIREMENTS OF POLR SERVICE PROVIDERS

1. POLR Service Rates.

A. Initial Rates. The rates for POLR service shall be those rates in effect for basic local exchange
service for each Incumbent Local Exchange Carrier in the service territory(ies) of that carrier as of
January 1, 2012.

B. Subsequent Rates. After January 1, 2012, the commission may establish rates for POLR
service within any given geographic area in accordance with the provisions of this Section.

2. POLR Rate Adjustment. A POLR Service Provider may petition the commission for an increase in
its POLR service rate in a given geographic area. In evaluating whether such an increase is required, the
commission shall establish the revenue requirement for the geographic area. In adjusting POLR service
rates, the commission shall consider the forward-looking network costs of the POLR service provider in
the geographic area, and the revenues, from all sources and services, generated by the POLR service
provider through its operation of its network in that area. The commission may adopt rules to implement
the provisions of this subsection. Rules adopted pursuant to this subsection are routine technical rules as
defined in Title 5, chapter 375, subchapter Il-A.

3. POLR Revenue Support from the Maine Universal Service Fund. If the commission
determines, after a proceeding pursuant to Subsection 2 of this Section, that the revenues generated by
POLR service rates are insufficient to meet the revenue requirements of a POLR service provider in a
given geographical area, the commission may, upon the petition of the POLR service provider, designate
a support amount to be provided to the POLR service provider from the Maine Universal Service Fund. In
any such proceeding, the Commission may not award Maine Universal Service Fund support unless the
POLR service rate is first raised to a level equal to two standard deviations above the national average
basic local exchange rate in urban areas as determined by the Federal Communications Commission.
The commission may adopt rules to implement the provisions of this subsection. Rules adopted pursuant
to this subsection are routine technical rules as defined in Title 5, chapter 375, subchapter |I-A.

35-A §7204. POLR CONSUMER PROTECTION

1. Policy. The Leqislature declares and finds the following:

A. POLR service customers must receive adequate and timely information about POLR service;

B. POLR service providers must treat their POLR service customers in a nondiscriminatory
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manner and must not unreasonably deny or disconnect the POLR service of their POLR customers; and

C. Minimum consumer protection standards for POLR service are essential to preserving quality,
affordable POLR service throughout the State.

2. Rulemaking. The commission shall adopt rules to implement the policies described in this section.
Rules adopted pursuant to this subsection are routine technical rules as defined in Title 5, chapter 375,

subchapter 1I-A.

Chapter 73: TELEPHONE RATES
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35-A §7307. NOTICE OF INTRASTATE TOLL RATE CHANGES

1. Notice required. A telephone-utility-Voice Service Provider offering-intrastate-tollservice-may not

increase the price for-sueh voice service or change its terms or conditions for such service in a manner

that results in an increase in costs for any customer without first:

B Pproviding prior adequate written-notice to each retailsubscriberreceiving-intrastate-toll-service
from-the-utility customer identifying the change in terms or conditions or price increase and the effective
date of the change or increase. The notice, which may take the form of a bill insert_or notice by electronic
means, must be provided no less than 25 days prior to the effective date of the increase in price or
change in terms or cond|t|ons The comm|33|on by ruIe shau—wdefme what constltutes adequate
written-notice-a - ‘

2. Failure to notify. An increase in price or a change in the terms or conditions of service that
results in an increase in costs for a customer receiving intrastate-toll-service-from-a-telephone-utilityvoice
service may not take effect until the customer has been supplied with adequate written-notice in
conformity with subsection 1. A customer that has not been supplied with adequate written-notice under
subsection 1 is not obligated to make payment for any increase in the customer's bill attributable to an
increase in price or change in the terms or conditions. A telephone-utilityVoice Service Provider shall
refund to a customer any increase in the customer's payments attributable to an increase in price or
change in terms or conditions if the Voice Service Providertelephone-utility- fails to provide adequate

written notice in accordance with subsection 1.

43. Rules. The-commission-shalladoptrulesto-implementthis-section—Rules adopted pursuant to

this section are routine technical rules as defined in Title 5, chapter 375, subchapter II-A.

110



Plan of the Maine Public Utilities Commission to Reform Telecommunications Regulation

35-A §7507. EMERGENCY INTERRUPTION OF SERVICE FOR LAW
ENFORCEMENT PURPOSES

1. Definitions. As used in this section, unless the context otherwise indicates, the following terms
have the following meanings.

A. "Critical incident" means a situation in which there is probable cause to believe that a person is

holding a hostage while committing a crime or who is barricaded and resisting apprehension through

the use or threatened use of force.

B. "Commanding law enforcement officer" means a law enforcement officer who has jurisdiction and
is in charge at a critical incident.

C. "Law enforcement officer" means a person who by virtue of public employment is vested by law
with a duty to maintain public order, to prosecute offenders and to make arrests for crimes.

2. Order. The commanding law enforcement officer at a critical incident may order a previously
designated Voice Service Provider telephone-utility-security employee to arrange to cut, reroute or divert
telephone lines for the purpose of preventing telephone communication by a suspected person with a
person other than a law enforcement officer or a person authorized by a law enforcement officer.

3. Security employee designation. A- Voice Service Provider telephone-utility-shall designate a
security employee and an alternate security employee to provide required assistance to law enforcement

officers involved in a critical incident.
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Chapter 79: TELEPHONE LINES
35-A §7901. TELEPHONE LINES

1. Connection between the lines of 2 or more utilities. When the commission, after a hearing,
finds that a physical connection can reasonably be made between the lines of 2 or more telephone
utilittesVoice Service Providers whose lines can be made to form a continuous line of communication by
the construction and maintenance of suitable connections for the transfer of messages or conversations
and that public convenience and necessity will be served by the connection, or finds that 2 or more Voice
Service Providerstelephone-utilities have failed to establish joint rates, tolls or charges for service by or
over their lines, and that joint rates, tolls or charges ought to be established, the commission may, by its
order:

A. Require that the connection be made, except where the purpose of the connection is primarily to
secure the transmission of local messages or conversations between points within the same city or
town;

B. Require that conversations be transmitted and messages transferred over the connection under
such rules as the commission may establish; and

C. Prescribe through lines and joint rates, tolls and charges to be made and to be used, observed
and enforced in the future.

2. Division of costs between utilitiescarriers. If Voice Service Providers- the-telephone-utilities-do
not agree upon the division between them of the cost of the physical connection or connections or the
division of the joint rates, tolls or charges established by the commission over the through lines, the
commission may, after further hearing, establish the division by supplemental order.

35-A §7902. LINES ALONG HIGHWAYS AND ACROSS WATERS

Every Voice Service Providerstelephone-utility- or person transmitting television signals by wire may,
except as limited, construct, maintain and operate its lines upon and along the routes and between the
points stated in its certificate of incorporation; and may, subject to the conditions and under the
restrictions provided in this Title, construct its lines along, over, under and across any of the roads and
streets and across or under any of the waters upon and along the routes, with all necessary erections and
fixtures. The authority provided under this section applies to a dark fiber provider for the purposes of
constructing and maintaining its federally supported dark fiber.

35-A §7903. CONNECTION WITH OTHER TELEPHONE LINES

Every Voice Service Providers telephone-utility-in the State may, upon such terms as may be agreed
upon by the contracting parties;-subjectto-the-control-of the-commission:

1. Connect lines. Connect its lines with those of any other like utilityVoice Service Providers;
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2. Sell or lease lines. Sell or lease its lines and property, in whole or in part, to any other like
| wtitityVoice Service Providers; and

3. Purchase or lease lines. Purchase or lease the lines and property, in whole or in part, of any like
| wtilityVoice Service Providers.

Chapter 83: CABLE TELEVISION COMPANIES

35-A §8302. POLE ATTACHMENTS

| Where a cable television system-, dark fiber provider, and/or Voice Service Provider public-utility
have failed to agree on the joint use of poles or other equipment or on the terms and conditions or
compensation for the use, the matter shall be subject to section 711.

Chapter 91: ALTERNATIVE FORM OF REGULATION OF TELECOMMUNICATIONS
SERVICES

35-A §9106. EXPIRATION OF CHAPTER
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Notwithstanding anything to the contrary in this Chapter, the provisions of this Chapter shall apply
only to an alternative form of requlation approved by the commission prior to January 1, 2012, and will
cease to have effect after July 31, 2013.

Chapter 93: ADVANCED TECHNOLOGY INFRASTRUCTURE
35-A §9207. COLLECTION OF DATA

Subject to the provisions in this section, the authority may collect data from communications service
providers and any wireless provider that own or operate advanced communications technology
infrastructure in the State concerning infrastructure deployment and costs, revenues and subscribership.

1. Confidential information. If the authority, on its own or upon request of any person or entity,
determines that public access to specific information about communications service providers in the State
could compromise the security of public utility systems or communications infrastructure to the detriment
of the public interest or that specific information is of a competitive or proprietary nature, the authority
shall issue an order designating that information as confidential. Information that may be designated as
confidential pursuant to this subsection includes, but is not limited to, network diagrams. The authority
may designate information as confidential under this subsection only to the minimum extent necessary to
protect the public interest or the legitimate competitive or proprietary interests of a communications
service provider. The authority shall adopt rules pursuant to section 9205, subsection 3 defining the
criteria it will use to satisfy the requirements of this paragraph and the types of information that would
satisfy the criteria. The authority may not designate any information as confidential under this subsection
until those rules are finally adopted.

Information designated as confidential under this subsection is not a public record under Title 1, section
402, subsection 3.

2. Protection of information. A communications service provider may request that confidential or
proprietary information provided to the authority under subsection 1 not be viewed by those members of
the authority who could gain a competitive advantage from viewing the information. Upon such a request,
the authority shall ensure that the information provided is viewed only by those members of the authority
and staff who do not stand to gain a competitive advantage and that there are adequate safeguards to
protect that information from members of the authority who could gain a competitive advantage from
viewing the information.
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APPENDIX B

DRAFT OF PROPOSED POLR SERVICE RULE

§1

§ 2

PURPOSES

The purposes of this Chapter are to:

A.

Inform consumers. Ensure that customers and applicants for service
from POLR service providers are provided adequate and timely
information about POLR service and optional service.

Prevent discrimination; ensure reasonable access to service. Ensure
that all customers and applicants are treated in a nondiscriminatory
manner and are not unreasonably denied or disconnected from POLR
service.

Establish minimum consumer protection standards. Establish
minimum consumer protection standards that apply to POLR service. A
POLR service provider may provide greater levels of consumer protection
than those established in this Chapter.

DEFINITIONS

A.

Account balance. "Account balance" is the total amount owed by a
customer that has been billed in accordance with this Chapter.

Advance billing. "Advance billing" is a requirement that a customer
prepay charges for services that will be provided during a specific,
identifiable period in the future. Advance billing does not include any
funds retained as a security deposit.

Amount overdue. "Amount overdue" is the amount that a POLR service
provider has billed to a customer and that has not been paid by the due
date of the bill or by a date otherwise agreed upon.

Applicant. "Applicant" is any person who applies for POLR service , toll,
or optional services and who is not a customer of the POLR service
provider.

Bill. "Bill" is a written statement (printed or electronic) from a POLR
service provider to a customer that states the amount owed by the
customer for the current billing period, the amount overdue, the account
balance, late fees and any other charges owed by the customer.
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Billed Account. "Billed account" is an account that is assigned a unique
identification number by the POLR service provider for tracking purposes

Commission. "Commission" is the Maine Public Utilities Commission.

CAD. "CAD" is the Consumer Assistance Division of the Maine Public
Utilities Commission.

Customer. "Customer" is any person who has applied for, been accepted
and is receiving POLR service in this State or has agreed to be billed for
the same.

Deposit. "Deposit" is any funds, however designated, that are held as
security for future payment or performance.

Dispute. "Dispute" is a grievance of an applicant or customer regarding a
POLR service provider's provision of service, application of Title 35-A, or
any Commission rule.

Due date. "Due date" is the date by which payment must be received and
after which the account is considered overdue.

Lifeline/Link-up. "Lifeline/Link-Up" is a program that provides financial
assistance to qualifying low-income customers to obtain and receive
POLR service pursuant to Chapter 294 of the Commission's rules.

Optional service. "Optional service" is any telecommunications or
information service other than POLR service.

Payment arrangement. "Payment arrangement” is an agreement
between an applicant or customer and a POLR service provider that
allows the applicant or customer to pay an account balance or deposit in
installments.

Provider of last resort service provider . “Provider of Last Resort
(POLR) service provider includes every telephone utility that has been
authorized by the Commission to provide provider of last resort service to
all residents of one or more exchanges in the State.

Provider of last resort service. “Provider of last resort service” is as flat-
rated stand alone service as described in 35-A M.R.S.A. § 7201.

Service provider. "Service provider" is any entity that offers a product or

service to a customer, the charge for which appears on the bill of a POLR
service provider.
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JURISDICTION

This Chapter applies only to POLR service offered by POLR service providers.
[The provisions of this Chapter do not apply to POLR service customers who
also receive one or more optional services from their POLR service provider.]z'4

EMERGENCY MORATORIUM

When the Commission or the Director of the CAD determines that, due to an
emergency, termination of POLR service by one or more POLR service providers
would present a clear danger to the health or safety of one or more customers,
the Commission or the CAD Director may declare a partial or complete
moratorium on the termination or disconnection of POLR service by any or all
POLR service providers.

NON-DISCRIMINATION

A POLR service provider shall provide POLR service and apply credit and
collections policies to applicants and customers without discrimination on the
basis of race, color, ancestry, sex, age, national origin, religion, marital status,
receipt of public assistance or the exercise of rights under state or federal
consumer protection laws.

UNFAIR OR DECEPTIVE PRACTICES

A. Deceptive names prohibited. A POLR service provider may not use a
company name that is deceptive or unreasonably confusing to consumers.

B. Application of Maine Unfair Trade Practices Act. A POLR service
provider shall not engage in conduct prohibited by the Maine Unfair Trade
Practices Act, 5 M.R.S.A. §§ 205-A-214 and related consumer protection
statutes.

CUSTOMER PRIVACY

A POLR service provider shall comply with the Federal Communication
Commission's Customer Proprietary Network Information Rules, 47 CFR §§
64.2001-2009.

CUSTOMER RIGHTS

A. Notice. A POLR service provider shall provide a summary of a
customer’s rights and responsibilities under this Chapter to all new

* The Commission is not in agreement on whether the bracketed provision should be included in any
final POLR Service rule.
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customers. The notice may be provided either through a direct mailing,
bill inserts, email, or by including the notice in the POLR service provider’s
directory. A POLR service provider shall also post such a summary on its
website,

Content of notice. The Notice shall:

1. Billing procedures. Describe the POLR service provider’s billing
procedures, e.g. billing frequency and assessment of late fees (if
any);

2. Accuracy verification. Explain how a customer can verify the

accuracy of her or his bill;

3. Payment options. Identify a customer’s options for making
payment, e.g. location of payment agencies, and optional payment
programs offered by the POLR service provider;

4. Deposit requirements. Describe the POLR service provider’s
security deposit requirements;

5. Disconnection procedures. Describe the POLR service
provider’s procedures for disconnection and reconnection of POLR
service;

6. Dispute resolution procedures. Describe the POLR service

provider’s dispute resolution and appeal procedures;

7. Emergency service. Describe the procedures that a customer or
occupant may follow during emergency service interruptions,
including how to notify the POLR service provider of the need for
priority restoration due to the presence of life support systems;

8. Third-party notice. Describe procedures for having a third party
receive copies of notices;

9. Limitations of liability; abatement and damages. Describe the
POLR service provider 's limitations on liability for service
interruptions contained in its tariff, when a customer may request a
claim for abatement, and how a customer can submit a claim for
damages or abatement due to service interruptions; and

10.  Contact information. Identify telephone numbers and addresses

of the POLR service provider and of the Commission where further
inquiries may be made.
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Notice of significant changes to terms and conditions. A POLR
service provider shall provide notice to all customers affected by a
significant change in the POLR service provider's terms and conditions.
The notice shall thoroughly describe the change and may be provided
either through a direct mailing, email, or bill insert, or by including the
notice in the POLR service provider’s directory.

§9 APPLICATION FOR SERVICE

A.

Obligation to provide service. A POLR service provider may not refuse
to provide POLR service to an applicant. A POLR service provider may
condition the granting of service in specific circumstances as described
below:

1. Past overdue amount. A POLR service provider may condition
the granting of service on the applicant paying an undisputed
amount overdue for previous POLR service provided by that POLR
service provider if the applicant accrued the debt within the prior 6
years and if the applicant is legally responsible for the debt, and
subject to a, b and ¢ below.

a. The POLR service provider must offer a payment
arrangement to the applicant on the undisputed balance
before service is initiated.

b. Within 60 days of the customer's request for service, the
POLR service provider must provide written notice to the
customer of the outstanding debt and its intention to collect
the outstanding debt.

C. The POLR service provider must allow the customer at least
30 days after receipt of the written notice to pay the debt or
enter into a payment arrangement. If the customer fails to
respond during this time period, the unpaid amount may be
transferred to the customer's current account and
disconnection procedures may be initiated for failure to pay
or make a payment arrangement.

2. Deposits for applicants for residential service. A POLR service
provider may condition the granting of service on the payment of a
deposit if there exists an undisputed amount overdue for POLR
service billed to the applicant within the prior 6 years.

a. Amount of deposit. The amount of the deposit may not
exceed the applicant's POLR service charges for 2 months.
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b. Error. If the POLR service provider determines that a
deposit was requested in error, the POLR service provider
shall promptly refund that customer's deposit with interest.

3. Obligation of POLR service provider to provide POLR service.
A POLR service provider that properly conditions POLR service
upon one of the conditions described in this section is not obligated
to provide POLR service to a customer if the customer fails to meet
the required condition(s).

Service in another's name. A POLR service provider may not require
that an applicant pay for POLR service provided in another person's name
unless a court, the Commission, or administrative agency has determined
that the applicant is legally obligated to pay for that service.

§ 10 TRANSFER OF SERVICE TO ANOTHER LOCATION

A.

No “applicant” status. Notwithstanding any other provision of this Rule,
a customer who requests a transfer of POLR service from one location to
another with the same POLR service provider, or who requests POLR
service at a new location within 30-days of ceasing prior POLR service
with the same POLR service provider, may not be considered an
"applicant" for POLR service purposes.

Transfer of existing account balance. Whenever there's a change
pursuant to subsection A above, a POLR service provider may transfer
without notice the customer's current account balance to the customer's
new account.

§ 11 BILLING AND PAYMENT STANDARDS

A.

Late payment charges and returned check charges. In addition to
complying with the requirements listed below, POLR service providers
must also comply with Chapter 870 of the Commission’s rules relating to
late payment charges and returned check charges.

Bill frequency. A POLR service provider shall bill on a regular recurring
basis and must offer at least one monthly billing option.

Advance billing limited; discount. A POLR service provider may not
require the payment of POLR service fees more than 1 month in advance.
A POLR service provider may, however, offer customers the option of
receiving a discount for early payment.
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Due date of bills. The due date of a bill for POLR service must be at
least 25 days after the bill is mailed or otherwise delivered to the
customer.

Bill content. Each bill issued by a POLR service provider shall:

1.

10.

11.

Identification of POLR Service Provider. Include a clear and
conspicuous identification of the POLR service provider providing
the customer's POLR service. If the POLR service provider has
more than one name, the name appearing on the bill must be the
name used to market the service;

Date. Identify the date on which the bill was issued;

Balance. Identify the balance in each billed account at the
beginning of the current billing cycle, using a term such as
"previous balance;

Charges debited for current billing cycle. |dentify the amount of
the charges debited to each billed account during the current billing
cycle, using a term such as "current service;"

Payments made. Identify the amount of payments made to each
billed account from the previous billing cycle, using a term such as
"payments;"

Charges debited for past charges. Identify the amount of the
charges debited to each billed account during the current billing
cycle for untimely payment of past charges, using a term such as
"late charge;"

Closing dates and balance. Include a listing of the closing dates
of the current billing cycle and the outstanding balance in each
billed account on that date, specifying the "current amount due" and
the "past due;"

Class of service. l|dentify the applicable class of service as POLR
service;

Due date. Include a statement, or payment, due date;

Receipt deadline. Include the date by which payment of the new
balance must be received to avoid assessment of a late charge;

Interest rate. |dentify the effective monthly interest rate that will be
imposed if the bill is not paid by the due date;
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12.

13.

14.

POLR service charges. Include an itemization of current POLR
service charges and other fees related to POLR service, including
installation or reconnection fees, deposit amounts, late payment
interest charges, taxes, and separate surcharges provided by the
POLR service provider;

Contact information. Clearly and conspicuously disclose any
information that the subscriber may need to make inquiries about,
or contest, charges on the bill; and

Toll-free number. Include the toll-free phone number(s) for
customer service representatives of the POLR service provider and
any other service provider to which charges are due, and to which
customer questions or disputes concerning bills or services should
be directed.

Compliance with federal “Truth-in-Billing” rules. A POLR service
provider shall comply with the Federal Communication Commission's
"Truth-in-Billing" Rules, 47 CFR §§ 64.2400-2401.

Billing errors. A POLR service provider shall promptly notify a customer
of a billing error after it discovers or is notified of the error. The POLR
service provider shall correct the error within 45 days of discovery or
notice. A POLR service provider shall investigate the possibility that a
billing error may affect multiple customers and shall immediately notify the
CAD if more than 10 customers in the State are affected by a billing error.

1.

Make-up bills. The POLR service provider may issue a corrected
bill for previously unbilled service, or for service billed below the
tariffed rate, that was provided in the previous 12 months. A POLR
service provider may agree to a settlement that abates all or a
portion of the previously unbilled service.

Refunds. The POLR service provider shall refund any charge
billed in excess of correct rates within the previous 6 years from the
date of discovery or notice.

Payment.

1.

Extension of due date required. If the due date for payment falls
on a Saturday, Sunday, legal holiday, or any other day when the
POLR service provider's offices are not open for business, the
POLR service provider shall extend the due date to the next
business day.
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2. Payment by mail. If the customer sends payment by mail,
payment is made on the date the POLR service provider receives
the payment.

3. Payment at a remote office. If the customer pays at a branch
office or authorized agency of the POLR service provider, payment
is made on the date of receipt at that location.

4. Conflicting due dates. When a POLR service provider provides a
customer with multiple notices or contacts containing different due
dates, payment is due on or before the latest due date.

Application of partial payments. A POLR service provider shall apply
payments that are insufficient to pay the full account balance beginning
with the oldest balances. [Any remaining amounts shall be applied to
non-POLR services.]*®

§ 12 PAYMENT ARRANGEMENTS

A.

Payment arrangement required. A POLR service provider shall
continue to serve a customer who does not pay a POLR service account
balance in full if the customer agrees to enter a payment arrangement for
the account balance and agrees to pay each future bill for POLR service
on or before the due date of the bill until the payment arrangement is
completed.

Written confirmation of payment arrangement. A POLR service
provider shall mail or deliver a written confirmation of a payment
arrangement to the customer within 3 business days after a payment
arrangement is agreed to. The written confirmation shall:

1. Terms of Payment Arrangement. Inform the customer of the
terms of the payment arrangement;

2. Contact Information. Include the CAD’s address and toll free
telephone number; and

3. Disconnection Notice. Inform the customer of the POLR service
provider's right to issue a 3-day disconnection notice for failure to
comply with a payment arrangement.

% The Commission is not in agreement on whether the bracketed provision should be included in any
final POLR Service rule.
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Right to payment arrangement limited. A POLR service provider is not
required to enter a payment arrangement for an amount overdue as a
result of a broken payment arrangement.

POLR service payment arrangement to be separate. Any agreement
permitting installment payments on an account balance for non-POLR
service must be separate from a payment arrangement for POLR service.

§ 13 DISCONNECTIONS

A.

Disconnection at a customer's request. A POLR service provider shall
disconnect a customer's POLR service on the date requested by the
customer, except that the POLR service provider may require a customer
to provide up to 3-business days notice before the requested
disconnection date. A POLR service provider may require the customer to
pay for service until the customer's POLR service is disconnected or the 3
business day notice period expires, whichever occurs first.

Disconnection without consent. A POLR service provider may begin
disconnection procedures for POLR service without the customer's
consent only if:

1. Non-payment of undisputed overdue amount. The customer
does not pay or make a payment arrangement on an undisputed
amount overdue for the provision of POLR service. Late fees may
be included only to the extent the late fee is based upon an amount
overdue for POLR service;

2. Unauthorized use. There is unauthorized use of POLR service,
such as service being used without applying for customer status or
for criminal activities;

3. Safety risk. The customer’s use poses a safety risk to others or
the network;

4. Deposit. The customer does not pay or make a payment
arrangement for a properly required deposit;

5. Commission decision. The customer does not comply with a
decision of the Commission or the CAD; or

6. Abandoned premises. The customer’s premises are clearly
abandoned.
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C. Limitations. A POLR service provider may not disconnect POLR service
without the customer's consent or threaten the disconnection of POLR
service under the following circumstances:

[1. Non-payment of non-POLR services. A POLR service provider
may not disconnect a customer’s POLR service for the non-
payment of toll or other non-POLR services.]*

2. Prepaid POLR service. A POLR service provider may not
disconnect a customer’'s POLR service until after any prepaid
POLR service has been provided.

3. Medical emergency. A POLR service provider may not disconnect
a customer’s POLR service if the POLR service provider has been
notified of a medical emergency in accordance with section 14.

D. Notice requirements.

1. POLR Service customers. A POLR service provider shall provide
a disconnection notice at least 14 calendar days before the stated
disconnection date if the reason for disconnection is failure to pay
or make a payment arrangement on undisputed charges for the
provision of POLR service.

2. Three business-day disconnection notice. A POLR service
provider shall provide a disconnection notice to customers at least
3 business days before the stated disconnection date if the
disconnection is for:

a. failure to meet the terms of a payment arrangement;
b. failure to provide a properly required deposit; or
C. failure to comply with a decision of the Commission or the
CAD.
3. No notice. A POLR service provider may disconnect POLR

service without any prior notice if the disconnection is:

a. at the customer's request;

% The Commission is not in agreement on whether the bracketed provision should be included in any
final POLR Service rule.
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b.

C.

d.

a.

for unauthorized use;
for use posing a risk to others or to the network; or

for abandonment.

Time of issuance

A POLR service provider may not issue a 14-day or 7-day
disconnection notice until after the due date of the bill for
which charges have not been paid and until prepaid services
are used.

A POLR service provider may not issue a 3-day
disconnection notice until at least 1 business day after the
date a payment was due pursuant to a payment
arrangement.

Period of effectiveness. A disconnection notice is effective for the

disconnection date stated in the notice and for 10 business days
after that date. If a POLR service provider fails to disconnect POLR
service within 10 business days after the disconnection date, the
disconnection notice procedures must be repeated.

a.

Dishonored check

If the customer has paid by a check that is not honored by
the bank before the disconnection notice expires, the POLR
service provider shall attempt to contact the customer to
obtain payment before disconnecting service.

If a check is not honored by the bank after the disconnection
notice expires, the POLR service provider may issue a
3-business-day disconnection notice and require payment by
cash or certified check. A disconnection notice issued as a
result of a dishonored check supersedes any other pending
disconnection notice.

Content of disconnection notice. A POLR service provider's

disconnection notice must be in writing and conspicuously contain
the following information:

a.

Amount overdue. The amount overdue or the reason for
disconnection if not for an amount overdue.
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Steps to avoid disconnection. The steps the customer
may take to avoid disconnection of POLR service.

Disconnection date. The disconnection date and the
effective period of the disconnection notice.

Customer's right to postpone disconnection due to a
medical emergency. A statement of a residential
customer's right to postpone disconnection of POLR service
for a medical emergency and a description of how to declare
a medical emergency under section 14 of this Chapter.

Customer's right to a payment arrangement. A statement
that the customer can avoid disconnection of POLR service
by agreeing to a payment arrangement. This disclosure is
not required if the notice is for a broken payment
arrangement.

Customer's right to file a complaint with the CAD. A
statement of the customer's right to submit a disputed matter
prior to the disconnection date to the CAD. The statement
must include the Division’s current address and telephone
numbers. The statement must also state that the customer
may not submit a dispute to the CAD until the customer has
first tried to resolve the dispute with the POLR service
provider.

Contact person and toll free number for POLR Service
Provider. The title and toll-free phone number of an
appropriate customer representative of the POLR service
provider.

Requirements for reconnection. A statement of the
requirements for reconnection of POLR service,
reconnection charges, if any, and the POLR service
provider's security deposit requirements.

E. Timing of Disconnection

1.

Attempt to contact. A POLR service provider shall make a
reasonable effort to contact the customer by phone before the
customer's POLR service is disconnected. If the POLR service
provider contacts the customer before disconnection, the POLR
service provider shall orally provide the customer with the
information previously included in the written disconnection notice
under section 13(D)(8).
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2. Timing. Disconnection of a residential customer's POLR service
must occur between 8:00 a.m. and 3:00 p.m. on the disconnection
date specified in the notice or during the effective period of the
notice. Disconnection may not occur on a Friday, weekend, legal
holiday, any other day when the POLR service provider or the
Commission is not open for business, or on the day before any day
when the POLR service provider or the Commission is not open for
business. These restrictions do not apply if:

a. the POLR service provider has made special arrangements
with the customer to disconnect at an alternative time;

b. the disconnection is for unauthorized use or the existence of a
safety risk; or

C. the POLR service provider has personnel available to
resolve disputes and reconnect POLR service for at least
two hours after the disconnection occurs. In that case, the
POLR service provider may disconnect service no later than
5:00 p.m.

§ 14 MEDICAL EMERGENCY

A.

Service required during a medical emergency. A POLR service
provider may not disconnect POLR service and may not refuse to connect
or reconnect POLR service to any residential customer when the customer
or an occupant of the customer's residence is certified by a physician to
have a medical condition such that a lack of POLR service would pose a
serious risk of harm to that individual. In situations where the household
has multiple telephone lines, POLR service may be disconnected pursuant
to section 13 of this rule, provided that POLR service continues in at least
one telephone line. A POLR service provider must also accept and
provide POLR service to a customer who is transferred to the POLR
service provider by a non-POLR service provider when the customer or a
member of the customer's household is certified by a physician to have a
medical condition such that a lack of POLR service would pose a serious
risk of harm to that individual. The POLR service provider shall charge the
non-POLR service provider any non-recurring service installation costs
associated with the transferred customer.

Disconnection postponed pending certification. If the customer or
member of the customer's household notifies the POLR service provider
that a medical emergency exists and that certification will be obtained, the
POLR service provider may not disconnect POLR service for at least 3
business days or until the final date of a disconnection notice, whichever
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date is later. If the certification is not provided within the 3-day period, the
effective period of a pending disconnection notice can be extended to
accommodate this 3-day period if the POLR service provider notified the
customer of the extension at the time the POLR service provider was
notified of the medical emergency.

Certification procedure. A physician's certification of a medical condition
may be oral or written. A POLR service provider may not challenge the
validity of an oral or written certification with a physician or a physician’s
agent, unless the POLR service provider has reason to believe that
fraudulent information has been provided by the customer. If the POLR
service provider has reason to believe that certification is not valid, it
should file a request for an exemption of this Section with the CAD. The
POLR service provider may require written confirmation within seven days
of an oral certification. The POLR service provider may require that a
written certification include the following if the utility provides a form for the
physician to complete:

1. The name and service location of the customer (to be provided by
the POLR service provider).

2. The name and address of the person with the medical emergency.

3. A statement that a serious illness or medical condition exists which
would be seriously aggravated by lack of utility service.

4. The anticipated length of the medical emergency.

5. The specific reason why continued service is required.

6. The name, office address, telephone number and signature of the

certifying physician.

If the written certification is not provided within the seven day period, the
POLR service provider may proceed with disconnection pursuant to
Section 13.

Connection or reconnection of service. When a POLR service provider
is required to connect or reconnect POLR service under this section, the
POLR service provider shall attempt to provide service on the day it
receives the certification. In any case, service must be provided before
the end of the next day.

Length of service; renewals. The POLR service provider may not
disconnect the customer for the time period specified in the certification or
30 days, whichever is less. A certification may be renewed a total of two
times during any 12-month period. This limitation applies to the premises
as a whole, i.e., regardless of how many different people with serious
medical conditions reside at the same premises, the POLR service
provider is not required to accept more than a total of three serious
medical condition certifications for the premises within a 12-month period.
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Customer's duty to pay or make a payment arrangement. \Whenever
service is provided due to the existence of a medical emergency, the
POLR service provider shall inform the customer of the continuing duty to
pay or make a payment arrangement for the amount overdue.

Disconnection upon expiration of certification. A POLR service
provider may begin disconnection procedures when a certification of a
serious medical condition expires if the customer has failed to pay or enter
into a payment arrangement for the amount overdue.

§ 15 RECONNECTION OF SERVICE

A.

Duty to reconnect. If POLR service has been disconnected, a POLR
service provider shall, upon the customer's request, reconnect POLR
service after the cause of disconnection has been removed. If the request
to reconnect service is made within 10 days following the disconnection of
service, the reconnection shall take place within one business day of the
request. If the request to reconnect service is not made within 10 days
following the disconnection, the reconnection should take place as soon
as possible.

Payment arrangement. A POLR service provider shall offer the
customer a payment arrangement on the account balance if the
disconnection was for nonpayment, unless the cause of the disconnection
was the customer's failure to honor a previously established payment
arrangement.

Reconnection fee. A POLR service provider may file a rate schedule to
charge a reasonable fee for reconnection. The fee may be higher for
reconnection after normal business hours.

§ 16 DISPUTE RESOLUTION PROCEDURES

A.

Toll-free line. A POLR service provider shall have a toll-free number for
customers to call to resolve billing and service disputes.

Employees available. A POLR service provider shall have an adequate
number of properly trained employees available during business hours to
respond to questions from applicants and customers, resolve disputes,
and address requests for service. Customers calling the toll-free number
discussed in subsection A above must be provided the opportunity to talk
to a live customer representative without spending an unreasonable
amount of time on hold and without being forced to navigate through an
unreasonable number of menu levels in an automated phone answer
system.
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POLR service disconnection limited. A POLR service provider may not
threaten disconnection or disconnect the POLR service of a customer if
the customer has informed the POLR service provider that the customer
disputes liability for the POLR services portion of the bill, an POLR service
provider's deposit request, or the terms of a payment arrangement
required by a POLR service provider to avoid disconnection, until the
dispute is resolved pursuant to subsection D below. When a customer
disputes only a portion of the POLR service bill, the POLR service
provider may require payment of that portion not in dispute to prevent
disconnection.

Dispute resolution process. When a POLR service provider becomes
aware of a dispute by an applicant or customer, whether or not
disconnection is pending, the POLR service provider shall:

1. Investigate dispute. Investigate the dispute, preserving a record
of the substance and results of the investigation;

2. Report results. Report the results of its investigation to the
applicant or customer based on the record; and

3. Attempt to resolve dispute. Attempt in good faith to resolve the
dispute.

Notification of right to file a complaint with the CAD. If a POLR
service provider cannot resolve the dispute with the applicant or customer
after the procedures set forth above have been completed, the POLR
service provider shall orally inform the applicant or customer of the right to
file a complaint with the CAD and of the toll-free telephone number of the
CAD. If the complaint concerns a pending disconnection of POLR service,
the POLR service provider shall orally inform the customer that the
complaint must be filed before the disconnection date or within 2 business
days of the oral notice, whichever is later. During that time, the POLR
service provider may not disconnect or cancel the customer's POLR
service.

Limitation of disconnection during the CAD investigation.

1. Limitation on disconnection pending resolution. A POLR
service provider may not threaten disconnection or disconnect
service to a customer who has filed a complaint with the CAD until
the complaint is resolved pursuant to subsection G below.

2. Reconnection pending resolution. If a customer files a complaint
after service has been disconnected or terminated, the customer is
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entitled to reconnection pending resolution of the complaint only if the
Director of the CAD finds reasonable grounds to believe that the
POLR service provider has failed to issue a disconnection or
termination notice, has issued a disconnection or termination notice
that fails to substantially conform to this Chapter or has failed to
notify the customer of the right to file a complaint with the CAD as
required by subsection E above. If the CAD orders the POLR service
provider to reconnect service on this basis, the POLR shall reconnect
the customer's service without reconnection charges or deposit.

G. CAD complaint process

1. CAD acceptance of complaint. The CAD may reject, without
investigation, a complaint that is outside its jurisdiction or is without
merit or related to any retail service other than provider of last
resort service. A complaint may be considered to be "without merit"
if, among other things, the CAD has previously issued a decision
regarding the same issue that is the basis for the complaint. The
customer may appeal the rejection of a complaint to the
Commission, except that a pending disconnection, termination or
cancellation will not be delayed as provided in subsection F(1)
above. If the CAD accepts a complaint, the CAD shall investigate
the complaint.

2. CAD investigation of a complaint. The CAD will inform a POLR
service provider in writing, by telephone, by e-mail, by fax, or by
any other means that is acceptable to both the utility and the POLR
service provider, that a complaint has been filed and the date of the
filing. The CAD will conduct an informal investigation of the dispute
that may include:

a. an informal meeting with the customer and/or a POLR
service provider representative;

b. a review of the written record of the POLR service provider's
investigation required by subsection D above; and

C. an examination of other records, such as billing and payment
information, notice of disconnection, or any other information
that the CAD deems relevant to the dispute.

3. Provision of information to the CAD by a POLR Service
Provider. A POLR service provider shall provide information
requested by the CAD within 10 business days of its receipt of the
request. This information may include, but is not limited to, billing
and payment information, notice of disconnection information, the
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written record of the utility's investigation of the customer's dispute
required by subsection D above, or any other information in the
POLR service provider's possession or that is readily available to
the POLR service provider that the CAD deems necessary to
investigate the customer's dispute. If the POLR service provider
cannot provide the requested information within the 10-day time
period, it may request an extension from the Director of the CAD or
his designee. The extension request may be made orally or in
writing and it may be granted or denied orally or in writing.

4. Decision. The CAD shall complete its investigation and issue a
written decision as soon as practicable. The decision by the CAD
shall impose any just and reasonable requirements necessary to
resolve the dispute.

5. Notice of appeal rights. When a decision is rendered, the CAD
shall inform the customer and the POLR service provider of the
right to appeal the CAD's decision to the Commission and of the
rights of both parties while an appeal to the Commission is pending.

H. Appeal to the Commission.

1. Appeal process. The customer or the POLR service provider may
appeal a CAD decision to the Commission by filing a notice of
appeal with the Administrative Director of the Commission within 10
calendar days after the date of the decision. Notwithstanding
section 6(D) of the Maine Rules of Civil Procedure and section 305
of the Commission's Rules of Practice and Procedure (Chapter
110), no additional time is allowed for mailing.

2. Disconnection delayed. If an appeal is filed with the Commission,
a POLR service provider may not disconnect or terminate the
customer's service until the appeal is decided.

3. Commission review. The Commission shall review the decision to
determine if it complies with applicable statutory and regulatory
requirements, is based on sound facts, and does not represent an
abuse of discretion by the CAD.

4, Order. The Commission shall issue an order affirming the CAD's
decision or, if the decision is not affirmed, the Commission shall:

a. remand the complaint to the CAD for reconsideration with an
explanation of the basis for the remand;
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b. remand the complaint back to the CAD to gather further
facts; or

C. issue an order reversing or altering the CAD's decision.

§ 17 RECORDS; REPORTS

A.

Record maintenance. A POLR service provider shall preserve records of
disputes for two years and keep those records readily available for
examination by the Commission and its staff. Dispute records must
include:

1. Name and address. The name and address of the applicant or
customer with the dispute;

2. Date and subject matter. The date and subject matter of the
dispute;
3. Record of investigation. The record of the investigation required

by section 16(D) above;

4, Communications. A summary of all communications to or from
the customer regarding the dispute;

5. Offer. The adjustment or resolution offered by the POLR service
provider to the customer; and

6. Final resolution. The final adjustment or resolution of the dispute.

Reports to the Commission. A POLR service provider's annual report to
the Commission shall include:

1. Number of accounts. The POLR service accounts for the year;

2. Disconnection notices. The number of POLR service
disconnection notices issued per month, by type, for the year;

3. Disconnections. The number POLR service disconnections
(except those performed at the customer's request) per month for
the year;

4. Reconnections. The number of reconnections of POLR service

following disconnection without consent per month for the year;

5. Disputes. The total number of POLR service customer disputes
handled for the year;
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Deposits. The number POLR service deposits requested and
received and their average dollar amount for the year; and

Denials. The number POLR service applications for service that
were denied for the year.

General waiver. Upon the request of any person subiject to this Rule or
upon its own motion, the Commission may, for good cause, waive any
requirement of this Chapter that is not required by statute. The waiver
may not be inconsistent with the purposes of this Chapter or Title 35-A.
The Commission, the Director of the CAD, or the Hearing Examiner
assigned to a proceeding related to this Chapter, may grant the waiver.

Individual customer exemption

1.

Request requirements. A POLR service provider may request
that the CAD grant an exemption from any provision of this Chapter
in any case involving an individual applicant or customer whose
conduct and known financial condition pose a clear danger of
substantial losses to the POLR service provider. A request for
exemption under this subsection must be made to the CAD. The
request may be written or oral, but an oral request must be followed
promptly by a written confirmation. The written request or
confirmation shall include a detailed statement of the facts alleged
by the POLR service provider in support of the request. The POLR
service provider shall immediately notify, in writing, the individual
applicant or customer whose service would be affected by the
proposed exemption, describing the nature and effect of the
exemption requested and the facts alleged in support of the
request.

CAD investigations. The CAD may reject, without investigation,
any request that does not present facts that satisfy the standard of
subsection 1 above. Before granting any exemption, the CAD shall
informally investigate the matter.

Decision. When the CAD completes its investigation or summarily
rejects the request, it shall issue a decision granting, denying, or
granting in part the requested exemption. When the CAD
determines that an exemption is required to avoid a clear danger of
substantial losses to the POLR service provider, it shall notify the
customer and the POLR service provider of the decision. The
notification may be made orally, but the CAD shall promptly issue a
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written confirmation of the decision. The decision or written
confirmation shall:

a. describe the nature and effect of the exemption;
b. explain why the exemption was granted or denied; and
C. inform the customer and the POLR service provider of the

right to appeal the CAD's decision to the Commission, as
provided in subsection 4 below.

4. Appeals to Commission. By following the procedures in section
16(H) of this Chapter, a party may appeal a decision by the CAD
granting or denying, in whole or in part, a request for an exemption.
If the CAD grants an exemption, the POLR service provider may
not act on the exemption until the appeal period expires.
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APPENDIX C

LEGISLATIVE EDIT OF CHAPTER 210 OF THE COMMISSION’S RULES

Accounting Systems

A. Except as provided in B,-G-and-D; below, and in sections4,-5-and 6, every
telephone utility as defined in 35-A M.R.S.A. § 102_(19) shall maintain its

books of account according to the manner and form prescribed by the

Federal Communications Commission (FCC) Part 32 Uniform System of

Accounts for Telecommunications Companies (USOA) 47 C.F.R. 32,

adopted May 1, 1986 _and as amended by the FCC periodically.;provided
I h telont it shall ad! I ﬁ ifiod

B. Any telephone utility which has total intrastate revenues under $10 million
dollars may, at its option, maintain its books of accounts according to the

FCC Part 32 USOA for Class B companies; provided that each
suchtelephone utility shall maintain its Telecommunications Plant In
Service detail accounts and corresponding accumulated depreciation
subsidiary records according to the Class A system.

CC. Any Voice Service Provider, as defined in 35-A M.R.S.A. § 102(21-A), that

is not a public utility shall maintain in books of account in accordance with

Generally Accepted Accounting Principles, and shall maintain its books of

account in a manner that allows the Voice Service Provider to provide all

information required to be provided in the annual report to the
Commission.
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Accounts closed

AllThe accounts of all telephone utilities subject to this Chapter shall be closed
annually on the 31st day of December unless otherwise specifically authorized by
the Commission.

Reporting

A.

Filing of Annual Report.

Within 90 days of the annual closing of the-annualaccounts, each
telephone utility and Voice Service Provider shall file a report verified by
an officer erewner-of the utility or Voice Service Provider, containing such

information as the Commission may prescribe.;provided;-however-thatto

uﬂhtv—sha#a#ewd%m%s—anm&akrepeﬂ—te—ﬂ%emmls&en— The

information to be provided in the annual reports filed by all-Voice Service
Providers that are not telephone utilities shall be the minimum amount that
is necessary for the Commission to carry out its requlatory responsibilities.

Filing of Audit Report.

All accounts of all telephone utilities shall be audited in accordance with
Chapter 710 of the Rules of the Maine Public Utilities Commission (65-407
C.M.R. 710). A copy of the auditor's opinion letterrepertaccompanied-by
the-audited-financial-statements; shall be filed with the Commission as
soon as reasonably possible after the auditor provides it to the utility, but

in no case shall the letter be filed net Iater than the—ﬁ#st—day—ef—the—feu#h
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be-filed-by-thefollowing July 1_of the following calendar year. Fhe-utility
SI'anll."e with-4 e aul dited Ilnalnslal slt.atelnrnents 8 leeuel sheet deslelllbmg
annual report-or reports filed by the utility under section 3(A}.If the auditor
issues a qualified opinion, the utility must file a revised annual report, if
necessary, and it must file a description of the steps it has taken or will
take to correct the accounting, reporting or control deficiencies that
caused the auditor to issue a qualified opinion.

Waivers

For good cause shown, the Commission may waive any of the requirements of
this Rule, provided such waiver does not unduly undermine the purposes of this
Rule and is permitted by statute. The Commission may also subsequently
rescind, alter, or amend any such waiver for good cause. The Commission
delegates to the Director of FinaneeTelephone and Water Utility Industries the
authority to issue, rescind, alter, or amend a waiver with respect to any of the
requirements of this Rule. This delegation in no way limits the Commission's
authority to review the decision of the Director of FiraneeTelephone and Water
Utility Industries or to issue, rescind, alter, or amend a waiver directly.

Confidential Information

Pursuant to the provisions of 35-A M.R.S.A. §§ 1311-A or 1311-B, and any
Commission Rules established under those Sections, any Voice Service Provider
may request that the Commission designate as confidential any information that
the Voice Service Provider must provide on its annual report to the Commission.
The Commission will consider each request individually, but will designate
information as confidential only with a clear and convincing showing is necessary
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to protect the legitimate business interests of the requesting Voice Service
Provider. The Commission may, on its own motion and after such process as it
finds necessary, designate as confidential some or all of the information provided
by some or all Voice Service Providers.
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APPENDIX D

LEGISLATIVE EDIT OF CHAPTER 280 OF THE COMMISSION’S RULES

§1 PURPOSE

The purposes of this Chapter are to establish economically efficient and
equitable access charges for the provision of competitive-services and to
describe the process for intrastate competitive telecommunications carriers to
obtain authority from the Commission to provide service.

§ 2 DEFINITIONS

A. Access Charges. "Access charges" and "access rates" are those charges
and rates, required by section 85 of this Chapter, that an local exchange

carrier charges to an interexchange carrier {defined-herein)-must-pay-in
erde%—p#ewd&m#asta%&mte#exehangeseme&w%nefor use of the
local exchange carrier’s network equipment and facilities to complete
interexchange telephone calls.

SB. Competitive Local Exchange Carrier (CLEC). A competitive local
exchange carrier" (CLEC) is any local exchange carrier (LEC) {defined
herein) that is not an incumbent local exchange carrier (ILEC) {defined
herein).

CB. Incumbent Local Exchange Carrier (ILEC). "Incumbent local exchange
carrier" (ILEC) means a local exchange carrier {defined-herein) or its
successor that provided local exchange service in a defined service
territory in Maine on February 8, 1996. A local exchange carrier that is
defined as an ILEC pursuant to this subsection shall not be considered to
be an ILEC in any area to which it expands its service after February 8,
1996, and in which another ILEC or competitive local exchange carrier
(CLEC) was providing service on the date of that expansion, unless it is
found to be an ILEC by this Commission or by the Federal
Communications Commission pursuant to 47 U.S.C. § 252(h)(2) provider
as defined by federal law.
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Interexchange Access. "Interexchange access" and
"interexchange access services" refermean to the access services
provided by local exchange carriers and used by interexchange
carriers or CMRS providers for the earriageorigination or
termination of intrastate interexchange traffic. Fhepricing-for

interexchange access services is governed by section 8 of this
Chapter:

Interexchange Carrier (IXC). An "interexchange carrier" (IXC) is any

person;-association,—corporation-or-other-entityVoice Service Provider that

provides intrastate mterexchange telecommunications serwces —meludrmg

switched-services-provided-by-othercarriers—An IXC does not include a

commercial mobile radio service (CMRS) provider as defined by federal
law.

Interexchange Communications or Traffic; Interexchange Service.
For the purposes of this Chapter, "interexchange communications" or
"interexchange traffic" are any switched or private line telecommunications
between telephone exchanges or wire centers, except that switched traffic
between points having local calling with one another (extended area
service or EAS) under local exchange carrier's schedule approved by the
Commission is not considered "interexchange." The provision of facilities
or services for the carriage of interexchange traffic is an "interexchange
service."

Intrastate. "Intrastate" as used in this chapter refers to the provision or

carriage of an "intrastate communication"-{as-defined-in-this-section),-orto
a carrier or service that provides intrastate communications.

Intrastate Communication or Telecommunication. An intrastate
communication" or "intrastate telecommunication" is a telecommunication
that is functionally intrastate, with points of origination and termination
within Maine, regardless of the actual routing of the communication. In the
case of mobile telecommunications services, the points of origination and
termination of the communication shall be assumed to be the antenna
locations at which the carrier acquires and passes on the end user's
signal, unless the actual location of the end user can be determined.

Local Exchange Carrier (LEC) . A "local exchange carrier" (LEC) is a

telephone-utilityVoice Service Provider-as-defined-by-35-A-M-R-S-A-§
102(1921-A), that provides telephone exchange service or interexchange

access service within a telephone exchange pursuant to authority granted
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by or under Private and Special Law of the State of Maine; or Public Law
1895, ch. 103, § 103 or subsequent codification's thereof; or 35-A
M.R.S.A. § 2102, or prior codification's thereof.; LECs-irclude-inrcumbent

local-exchange-carriers (HLECS){defined-herein)-and-competitive-local

I : CLECS) (defined in}-andosal f defined
herein): A local exchange carrier does not include a commercial mobile
radlo service (CMRS) provider.

Telecommunications Carrier. A "telecommunications carrier" is any

person-association,-corpeoration—or-otherentityVoice Service Provider that

provides intrastate telecommunications services, whether or not that entity
is a public utility.

Voice Service Provider (VSP). A “voice service provider” (“VSP”) is any

person or entity doing business in this State that offers its customers the
means, directly or indirectly, to initiate or receive voice communications.

Tel ——r or includs alli | ors (IXPS) {defined

herein) and.alllocal excl (ers (LECS) {defined horein)

§ 3 APPLICABILITY

A—— General-Applieability—This Chapter applies to the provision of all

W

m%erexehange—anﬁeeakeempetﬁwe—teleeemmameaﬂens voice services.;
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O

E tion: | licabilitv_to CMRS. Provid for Int to Traffi
Within-a-Single- MTA: This Chapter shall not apply to Commercial Mobile
Radio Service (CMRS) providers, as defined by Federal law, to the extent
their intrastate Maine traffic is contained entirely within a single Major
Trading Area (MTA), as established by Federal Communications
Commission regulation.

§ 4 APPROVALREGISTRATION REQUIRED

A Public.C . N ity: R ired Findi _
No telecommunications carrier that is a telephone utilityVoice Service

Provider, as defined by 35-A M.R.S.A. § 102(4921-A), shall provide
eempehhv&local exchange or mterexchange telecommunlcatlons serwce

the Comm|SS|on has flrst apprevedauthonzed the furnlshlng of that service
pursuant to 35-A M R.S.A. §§ 2102 and 2105 b%maJQngaaAeelaFanen%a{

by the V0|ce Service Provider of notice that it intends to offer such service.
The notice filed by the Voice Service Provider must contain the

Mg_un#ess—the—appheaﬁ—has—p#esented—suiﬁe&ea%rdeneeieﬁhe
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(414) The nName of the Voice Service Provider and applicantand-any
names under which it the-applicant-does business (d/b/a’s).

(522) The Asaddress of the principal office of the Voice Service

Providerapplicant.
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(983) Name(s), address(es) and telephone number(s) and email(s)
of the person(s) whom the Commission should contact in
regard to the-proposedrate-schedule-andterms-and
eﬁ GIIIIdIEIIGIISIIthllled. oy EFEHEIQIIEIE.h.B an_d for Ilb'tb"el I|I||||g|s

j j inerequlatory matters.
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§ 85 ACCESS RATES

A.

Rate Schedules. Each local exchange carrier authorized to provide local
exchange-voice service in the State of Maine shall file and maintain rate
schedules establishing that carrier’s access rates-pursuant-to-35-A
MR-S-A-§307._Charges or rates for exchange access shall comply with
the provisions of 35-A M.R.S.A. §7101-B.

Rates for All LECs-Effective-June-1,-2003-and Thereafter. No-laterthan

or before June 1 of ever—hNe—yean—theFeaiteP(aueach odd numbered .

years), except to the extent that the need for subsequent changes is
modified by statute, all local exchange carriers shall reestablish intrastate
access rates that are less than or equal to the interstate rates for that
carrier that are in effect on June 1 of that year. H-a-date-laterthanJune1;
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RATESINTEREXCHANGE RATES FOR DEAF, HEARING IMPAIRED, AND
SPEECH IMPAIRED PERSONS

speech-impaired--Interexchange carriers are required to provide a 70%
rate reduction for intrastate toll calls for deaf, hard-of-hearing or speech-
impaired persons as required by 35-A M.R.S.A. § 7302.
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Reeords--All local exchange carriers and interexchange carriers Meice

aYa' - a ala' alacomm N NN - allal a Ne - Hro\ O N

this-Chapter-shall,for the purposes of calculating access or
interconnection charges in accordance with this Chapter, maintain records
sufficient to identify and to allow auditing of traffic volumes, intrastate
interexchange billings for both retail and wholesale services, and all other
necessary information-that-is-hecessary-to-calculate-access-or
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. Those records

shall be maintained for a minimum of 2 calendar years.
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| §458 WAIVER OF PROVISIONS OF CHAPTER

Any Voice Service Provider telecommunications-carrier-subject-to-the-provisions
of-this-Chaptermay request that the Commission waive some or all of the

requirements of this Chapter. Where good cause exists, the Commission, the
Administrative Director, the Director of TechnicalAnalysisTelecommunications
and Water Utility Industries, or the Hearing Examiner assigned to a proceeding
involving the subject matter of the waiver may grant the requested waiver,
provided that the granting of the waiver would not be inconsistent with the intent
of this Chapter. The waiver shall be applicable only to the specific application
under consideration.
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