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*1 In the Matter of
AMERI CAN TELEPHONE AND TELEGRAPH COMPANY GTE HAWAI | AN TELEPHONE COMPANY, | NC.
MCl | NTERNATI ONAL, | NC.
TRT/ FTC COVMUNI CATI ONS CORPORATI ON
US SPRI NT
COVMUNI CATI ONS COVPANY LI M TED PARTNERSHI P
WORLD COMMUNI CATI ONS, | NC.
Joint Application for Authorization Under Section 214 of the Communicati ons Act
of 1934, as Amended, to Construct, Acquire Capacity in and Operate a High
Capacity Digital Submarine Cable System Between Hawaii and New Zeal and

File No. |-T-C 90-072
Adopt ed: November 8, 1990; Released: Decenber 10, 1990
MEMORANDUM OPI NI ON, ORDER AND AUTHORI ZATI ON

**7331 By the Comm ssion

1. The Conmi ssion has under consideration the above-captioned Joint Application
filed on March 15, 1990, by Anerican Tel ephone and Tel egraph Conpany (AT & T), GIE
Hawai i an Tel ephone Conpany | ncorporated (HTC), MCl International, Inc. (MI),
TRT/ FTC Conmuni cations, Inc. (TRT/FTC), [FN1] US Sprint Communi cati ons Conpany
Limted Partnership (US Sprint) and Wrld Comruni cations, Inc. (Wrldcom
(hereinafter the Joint Applicants). The Joint Applicants seek authority, pursu-
ant to Section 214 of the Communications Act of 1934, as anmended, 47 U S.C. § 214,
to construct and operate a high capacity digital optical fiber submarine cable
system known as the PacRi nEast cabl e system (PacRi nEast), extending between
Keawaul a, Hawaii in the United States on the north and Takapuna, New Zeal and on
t he sout h. PacRi nEast will be jointly owned by twenty-three tel ecomunications
adm ni strations and carriers, including the Joint Applicants. The Joint Applic-
ants propose that PacRinkEast will be in service in the first quarter of 1993

2. The Joint Applicants also seek authority to (1) acquire capacity in Pac-
Ri nEast; (2) acquire by lease such extension facilities as may be required to ex-
tend the capacity in PacRinkEast; (3) activate and operate capacity in PacRi nEast
and the aforenentioned extension facilities for the provision of their respect-
ively authorized tel ecormunications services; and (4) convey to their correspond-
ents or to non-owners, on an indefeasible right of user (IRU) basis, half-in-
terests in certain capacity currently assigned to a Joint Applicant to pernmt said
| RU recipients to provide their authorized services over PacRi nEast.
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3. The Joint Application was placed on public notice on March 21, 1990. A peti -
tion to deny was filed by Pan Anerican Satellite (PAS) and conments were filed by
the State of Hawaii . AT & T and HTC, individually, filed reply comments in re-
sponse to State of Hawaii, and TRT/FTC filed a letter opposing PAS petition
The State of Hawaii filed responsive conments to AT & T's reply. [FN2]

| . THE APPLI CATI ON

4. The Joint Applicants will use PacRi mEast to supplenment their existing facilit-
ies in the provision of service that each applicant presently is furnishing or
subsequently may furni sh between the United States and New Zeal and and Aus-
tralia. PacRi nEast will interconnect with the respective domestic networks in
the United States and New Zeal and and will be extended by suitable facilities to
the borders of other countries participating in PacRi nEast or to the term nals of
ot her international conmunications systens, including other cable term nals and
satellite earth stations. [FN3]

*2 5. The Construction and Mi ntenance Agreenent (C & MA) for PacRi nEast was ini-
tial ed on Septenmber 29, 1989. The cabl e system consists of three seg-

ments: Segnents A and C are, respectively, the cable stations at Takapuna, New
Zeal and and Keawaul a, Hawai i . Segnent B consists of the whole of the submarine
cabl e system provi ded between and including the SystemInterfaces at Segnents A
and C. The System Interface is defined as the nom nal 140 Megabits per second
(Moits/s) digital input/output ports on the digital distribution frame (excluding
the digital distribution frame itself) where the 139, 264,000 bits per second di-
gital line section connects with other transnission facilities or equipnent.

6. The portions of the PacRi nkEast cable to be supplied by AT & T will use AT &
T s latest 1.55 micron | aser technol ogy operating at 565 Mits/s on each working
pair. [FN4] The capacity of each fiber pair is provided in four 140 Mit/s
st rears. Each 140 Moit/s stream contains 1890 mi ni num assi gnable units of owner-
ship (MAUGs). [FN5] The capacity of PacRi nEast (Segment B) will be 7560 MAUGs.
For voice services, digital circuit multiplication equipnent can be enployed to
derive 150 virtual voice paths froma 30 MAUGCs. To ensure the highest possible
reliability, a standby transnission path, that is capable of being swtched
bet ween repeaters, will also be provided. [FNg6]

7. The estimated total cost of the PacRi nEast cable system and the estimated
Joint Applicants' combi ned share of the capital cost associated with each subseg-
ment of the cable are as foll ows:

**7332 PacRi nEast Cabl e System Esti mat ed
Cost s
Segnent Tot al Cost Conbi ned Joi nt Applicants
Shar e
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(M11ions) (M11ions)
Segment B (Total Transmi ssion Portion) $275.0 $66. 8
Segnents A and C (Cable Stations) 4.6 1.1
TOTAL $279. 6 $67.9

The estimated cost does not include interest during construction, which the Joint
Applicants estimate to be approximately $9.3 nmillion. [FN7] The cost of circuit
mul tiplication equipnent is not included since the equipnent is not considered a
part of the cable systemand will be added as needed to serve future denand.

About 85 percent of the cost of Segnment B of the PacRi mEast cable systemw || be
on a fixed price basis, and the remaining 15 percent of the cost will be on a
cost-incurred basis. Items such as the submarine cable, the repeaters, the ter-
m nal transm ssion equi pnent and the high voltage power plant will be furnished on
a fixed price basis. Items such as the cable |aying, systemintegration route
survey, plowi ng and burial of the cable, project nanagenent, owners' inspection
and anpunts payable for custons duties and val ue added taxes will be handl ed on a
cost-incurred basis.

*3 8. As indicated in Appendix 1, the Joint Applicants' collective voting in-
terest in PacRi nEast is 24.28% Appendi x 2 shows ownership interests and propor-
tions of capital, operating and mai ntenance costs of Segment B, and the allocation
of capital, operating and mai ntenance costs for use of Segnents A and C Ap-
pendi x 3 (Schedule D of the C & MA) lists capacity assignnents to the parties.
PacRi nEast capacity assignnents are based on the forecasted demand of each of the
Joint Applicants. The assi gnnents contenpl ate each Joint Applicant's proposed
use of circuit nultiplication equipnment. Both prior and subsequent to the System
Ready for Service (RFS) date (first quarter 1993), carriers, including non-owners
of PacRi mEast, nmmy acquire PacRi nEast capacity on an IRU, |ease or other mutually
agreed upon basi s.

9. The Joint Applicants state that PacRinEast is the first digital fiber optic
submarine cable directly |linking the Hawaii and New Zeal and. It is part of an

i ntegrated conmon carrier network designed to nmeet specific service requirenents
for additional digital cable facilities in the POR and will provide additional di-
gital connectivity to the HAW 4/ TPC-3, G P-T, TPC-4, H-J-K, Tasman-2 and PacRi mW
est cable systems. [FN8] PacRinEast will inprove digital cable restoration capab-
ilities via interconnection with Tasman-2 and PacRi m\ést . It would al so provide
the capability to utilize digital commn carrier cable facilities for restoration
of HAW 4/ TPC-3 or TPC- 4. The Joint Application also states that PacRi nEast will
enhance service reliability by providing multiple digital transni ssion paths to

m nimze the nunber of circuits affected by a service interruption. The Joi nt
Applicants note that many custoners, especially those involved with data transm s-
sion, are beconing increasingly sophisticated and insisting upon digital submarine
cabl e back-up for their private networks and other custom services.
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10. The Joint Applicants also claimthat PacRi nEast will satisfy the operationa
requi renents of the Departnent of Defense (DoD) in the POR by providing additional
necessary submarine cabl e capacity, media and path diversity, and redundancy.

The Joint Applicants assert that PacRinEast will benefit the U S. econony gener-
ally and the U.S. submarine cable industry specifically by pronoting a | eadership
role for U S. industry in |ightwave submari ne cable systemtechnol ogy, and will
promote international comty.

1. DI SCUSSI ON

11. The Joint Applicants seek authority to construct and operate the digital Pac-
Ri nEast cable systemto begin service in 1993 and neet their tel ecomrunications
capacity needs and those of their correspondents in the POR during the 1993-2005
time frane. We have reviewed the Joint Application under the public conveni ence
and necessity standard of Section 214 of the Communications Act of 1934, as
anended, as well as PAS petition to deny and the comments and reply coments
filed by the State of Hawaii, the Joint Applicants and TRT/FTC. We concl ude t hat

i mpl enentati on of the PacRi nEast cable systemin 1993 will serve the public in-
terest, and certify that the public convenience and necessity require the con-
struction and operation of PacRi mEast as described herein. We grant the Joint

Application subject to certain conditions. [FN9]
*4 A. The Need for the PacRi nEast Cabl e System

12. Section 214 of the Conmunications Act requires that the Commi ssion nmake a
finding that the public convenience and necessity will be served by authorization
of the facilities requested in the Joint Application. The standard we enmploy is
"whet her the specific facility chosen and the use to be made of that facility are
required by the public convenience and necessity." [FN1O] In making this determ
ination, we traditionally have considered such factors as demand, cost, nedia and
route diversity, restoration, intranodal and internodal conpetition, technol ogical
i nnovations and international comty. [FN11] W will consider these factors here,
as well as those issues raised in response to the Joint Application.

1. Demand and Capacity

13. Under the traditional form of demand anal ysis that we have applied in author-
i zing the construction and operation of subnarine cable systems, we concl ude that
projected circuit demand, along with other factors, supports the introduction of
PacRi nEast in 1993 to neet the tel ecomunications needs of the Joint Applicants
and their correspondents in the POR during the 1993-2005 tine frane.

14. The State of Hawaii asserts that the Conm ssion should not authorize new fa-
cilities for the POR absent a convincing showing on the record that existing fa-
cilities are or will be fully, effectively and efficiently utilized and that any
proposed new facilities are genuinely needed to neet realistically projected user
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demand and cost/rate effectiveness. According to the State of Hawaii, the Joint
Applicants failed to address entirely the subject of user demand and rel ated cost/
rate effectiveness. Shoul d the Commi ssion authorize the proposed PacRi nEast
cable facilities without such evidence, the State of Hawaii asks that the Commi s-
sion deternmine that costs allocated to Hawaiian points will be pooled for ratenak-
ing purposes with costs allocated to other U S. points, particularly the Min-

I and. The State of Hawaii al so notes that the public interest criteria addressed
by the Joint Applicants are **7333 nostly unrelated to consuner effects and there
is no denonstration that the proposed facilities can provide services not cur-
rently available. Al though the Joint Applicants describe capacity as "fully sub-
scribed,” the State of Hawaii states that there is no data showing current utiliz-
ation and traffic on existing submarine cable or satellite facilities, projected
utilization by type of facility or the basis for such projections.

15. The Joint Applicants assert that PacRi nEast is justified on the basis of user
demand and docunented by the proprietary demand forecast and Circuit Activation
Pl an data subnmitted separately by AT & T and the other Joint Applicants under con-

fidential cover as part of the application. They state that these data, based on
current information, support the necessity of having PacRi mEast operational in
1993. The Joint Applicants note that data describing usage is al ready avail abl e

for all existing Pacific cable and satellite facilities through nonthly Circuit
Status Reports filed with the Comm ssion. [FN12] Mreover, they state that user
demand is determ ned not only by the need for raw transm ssion capacity, but also
by such user requirenents as digital technology, route and nedia diversity, digit-
al cable restoration capability, security and cost-effectiveness. However, the
State of Hawaii believes that where uni que requirenments exist, such as demandi ng
service by a specific nmobde of transm ssion, the user with special requirenments
(technol ogical, diversity or security related) should bear the differential in
cost for such customfacilities and services.

*5 16. We disagree with the State of Hawaii that there is insufficient informa-
tion on capacity and denmand to evaluate the PacRi nEast application. Currently, the
U.S. ownership interests in ANZCAN anal og cable facilities have been fully util-
ized and there is no digital cable facility available for service to either Aus-
tralia or New Zeal and. Attachnent A to the Joint Application indicates that as
of Decenber 31, 1989, the Joint Applicants had activated a total of 2,139 circuits
for service between the United States and Australia and New Zeal and. O this
total, approxinmately 65% (1384) were routed via satellite facilities. Si nce
there is no available capacity in existing cable facilities for service between
the U.S. and these locations, all growh traffic will have to be routed via satel -
lite facilities.

17. The Joint Applicants have provided their forecasted circuit demand for Pac-

Ri nEast under requests for confidentiality. We have reviewed the data provided
by the Joint Applicants and conclude that PacRinEast is also justified on the
basi s of denand. The data subnitted projects that there will be a significant
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increase in traffic as well as demand for both satellite and digital cable facil-
ities. In order to accommpdate the demand for digital cable facilities between
the U . S. and New Zeal and and Australia, the Joint Applicants propose to acquire a
total of 1717 hal f-MAUGCs in PacRi nEast. The Joint Applicants project that by
1993, PacRinEast's first year of service, there will be a need for 581 hal f- MAUGCs
or approximately 34% of their total investnent in PacRi nEast. They project that
the demand for digital cable facilities will increase to 969 hal f-MAUCs by 1997,
approximately 56% of their total investnent in PacRi nEast. Based on these pro-
jections, we conclude that the proposed investment by the Joint Applicants in Pac-
Ri nEast is reasonable. Investrment in PacRinmEast will: 1) allow growth traffic to
be place on cable facilities; 2) allowthe Joint Applicants to satisfy the demand
for digital cable facilities; and 3) enhance service reliability through increas-
ing digital connectivity with an integrated commopn carrier network. [FN13]

18. Presence of Other Facilities. In considering the demand for the PacRi nEast
cable system the State of Hawaii believes that the Conm ssion should take into
account the presence of other facilities, both private and conmon carrier. In

particular, the State of Hawaii cites pending applications for US Sprint's "Hawai
Fi ber Optic-1 Cable" and Transnati onal Telecom Ltd.'s "Aloha Cable", the recently
aut hori zed TPC-4 and PPAC POR cabl es and the proposed HAWS5 Cable System The
Joint Applicants note that the Comm ssion has held that private cables are not
substitutes for other common carrier facilities. Wth respect to common carrier
facilities, the Joint Applicants state that each of the proposed facilities wll
be considered in an appropriate Section 214 proceedi ng. The State of Hawaii be-
lieves that acceptance of the Joint Applicants' position would encourage "piece-
nmeal " consideration of new facilities w thout an overview. According to the
State of Hawaii, such an approach would | ead to excessive investnents and duplica-
tion of user denand.

*6 19. We disagree with the State of Hawaii's suggestion that other private cable
facilities should be taken into consideration in determn ning whether the Pac-

Ri nEast cable systemis justified. We have previously addressed and rejected
this argunent in considering applications for new common carrier cable facilit-

i es. In those instances, we determ ned that private cables would conpete with,
and not supplant, conmon carrier facilities. [FN14] Moreover, we do not see the
rel evance of the State of Hawaii's argunent in the context of this application.
Even if our policy allowed private cable facilities to be considered in addressing
the need for additional comon carrier facilities, the facilities cited by the
State of Hawaii are incapable of providing service between Hawaii and either New
Zeal and or Australi a. The Al oha Cabl e connects Hawaii to the U.S. Minland.

The PPAC Cabl e, also known as NPC, provides a direct connection between the U S
Mai nl and and Japan.

20. Wth respect to other common carrier cables, we note that the need for addi-
tional facilities is considered in the context of a Section 214 application pro-
ceedi ng. In this proceedi ng we have considered other common carrier facilities
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in determining that there is a need for the PacRi nEast cable system Mor eover,
none of the comon carrier cable referenced by the State of Hawaii has the capab-
ility to provide service between Hawaii and Australia and New Zeal and. The Fi ber

Optic-1 cable connects the U S. Minland and Hawaii, while the TPC-4 cable system
provi des direct service between the U S. Miinland and Japan.

21. The Effect of Price Caps Regul ation. In addition to the showi ng of denand,
current conpetitive conditions and regul atory approaches provide the Joint Applic-
ants with the incentive to nmake rational econonic decisions and not engage in un-
necessary construction of facilities. [FN15] 1In light of these factors, we noted
in authorizing the construction of the TPC-4 cable systemthat we are now able to
give the Joint Applicants wider latitude in determning what facilities to con-
struct and when to place such facilities in service. [FN16]

22. The State of Hawaii questions the effectiveness of price caps regulation in
preventing unnecessary investment since it is only applicable to AT & T [FN17] and
because it believes that the Joint Applicants have every incentive to **7334 in-
vest in new subnmarine cable facilities before the next review of price-capped
rates or rate-of-return regul ated rates. By investing now, the State of Hawai
asserts that AT & T can have these costs and investnents added to its investment
and cost base to justify the next generation of price caps. Thus, it views price
caps regul ation as having the sanme characteristics as rate-of-return regul ation.
Further, the State of Hawaii alleges that AT & T's recently capped internationa
rates were never appropriately justified or exam ned on the basis of a Conm ssion
prescribed rate of return.

23. In their Reply Comments, the Joint Applicants viewthe State of Hawaii's sug-
gestion that a carrier would purchase facilities for which it has no need and pass
the burden on to ratepayers as ignoring the present econonic reality of investnent
in a cable system They note that if a carrier purchases an unneeded facility in
today's conpetitive market, it makes an investnment upon which it can earn no re-
turn. Mor eover, they state that the "price caps" systemof regulating AT & T
provi des an overwhel mi ng disincentive to invest in unneeded facilities for under
the price cap system the risk of an investnment, such as PacRi nEast, is upon the
investing carrier's shareholders and not upon its ratepayers

*7 24. We disagree with the State of Hawaii's view of price caps regulation. In
our TPC-4 Decision we stated that the price caps systemof regulation is a disin-
centive for carriers to engage in the construction of unnecessary facilities since
the burden of such investnent would fall on stockhol ders and not ratepayers.

[FN18] The sane rationale is equally applicable here. AT & T is effectively re-
strained under price caps regulation frominprudent, unnecessary investment. The
State of Hawaii's contention that price caps regulation provides AT & T with in-
centive to invest in new submarine cable facilities before the next price cap re-
view is based on the faulty prem se that such investnment would be "rubber stanped"
wi t hout appropriate review
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25. There is also no basis for questioning the efficacy of price caps regul ation
because it is not applicable to all of the Joint Applicants. We note that, with
the exception of HTC, the remaining co-owners of the PacRi nEast cable system are
classified as non-dom nant, which neans that they do not possess nmarket power.
Therefore, any investnent in unnecessary facilities would require themto be able
to raise rates to recoup such investnent. As a result, any non-domi nant carrier
that raises rates above those set by the marketplace to recover inprudent invest-
ments risks the loss of potential custoners. [FN19] Finally, we note that this
proceeding is not the proper vehicle for considering the State of Hawaii's sugges-
tion that AT & T's recently capped international rates were never properly justi-
fied on the basis of a Conm ssion prescribed rate of return.

26. The State of Hawaii al so asserts that international rates are not yet wholly
integrated with those of the rest of the United States and, since it has not had
access to the Joint Applicants' demand forecasts, it fears that Hawaii may suffer
the effect of disproportionate cost distribution fromthese facilities. The
Joint Applicants assert that the State of Hawaii's comrents on ratemaking are in-
appropriate in a Section 214 authorizati on. They suggest that if the State of
Hawaii feels special regulatory nmechanisns are appropriate for Hawaii, it should
pursue this through a rate proceeding. We agree. The State of Hawaii has not
denonstrated that either current international rates are biased agai nst Hawaii or
that future rates may be bi ased because of unnecessary investnent. The State of
Hawaii's concern in this regard is based on its belief that the PacRi nEast cabl e
systemis not justified based on demand. As noted above, we believe that the
State of Hawaii's concerns regardi ng unnecessary investnent in the PacRi nEast
cabl e system are unfounded in |light of the denonstrated demand for the cable sys-
tem the existence of a conpetitive marketplace and current regul atory approaches.
Any further concerns regarding rate integration are best addressed in the context
of a rate proceedi ng. [FN20]

2. Cost Analysis

27. The Joint Application estimtes the total costs of PacRi nEast to be $279.6
mllion, with the Joint Applicants' share to be $67.9 mllion. In addition, it
estimates that interest during construction will be $9.3 mllion. The State of
Hawaii asserts that the Joint Applicants' support for projected costs is conclus-
ory and notes that the projections are not sufficiently detailed to pernmit accept-
ance by the Conmi ssion. According to the State of Hawaii, there is neither a
showi ng with respect to the basis for the overall cost, nor a show ng of fees,
profits or reserves for contingencies. The Joint Applicants state that their
cost support information is consistent with their best know edge and that there is
no reason for themto go beyond the custonmary |l evel of detail, particularly in
light of the Conm ssion's recent statenment that detailed analysis of facility
costs previously conducted is no | onger necessary in the present price caps envir-
onnment. [ FN21]
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*8 28. We find the cost data provided by the Joint Applicants sufficient to sup-
port their application to construct PacRi mEast. The Joint Application provides
the total cost of PacRi nkEast, the Joint Applicants' share, the subsegment costs,
the Joint Applicants' share of the subsegment costs, the percentages of fixed and

cost-incurred costs, and the cost of a 64 Kbit/s half-circuit. The cost data
subnmitted is simlar in type to cost data previously submitted and accepted in
ot her cabl e construction applications. In those cases, the cost data was found

to be sufficient, and nothing has changed in the interimto warrant the subm ssion
of nore detail ed cost informtion.

29. We also note that the Joint Applicants' investnent in PacRi nEast will provide
custoners with the advantages of digital technology and i ncreased capacity at sig-
nificantly | ower costs conpared to existing anal og cable facilities. For ex-

anple, a 4 kHz half-circuit in the anal og ANZCAN cabl e between Hawaii and New Zea-
| and cost $112,971, and $90, 857 between Hawaii and Australia. [FN22] In contrast,
the cost for a 64 Kbit/s half-circuit in PacRi nEast between Hawaii and New Zeal and
is $39,500, approximtely 35% of the cost of an ANZCAN anal og 4 kHz half-cir-

cuit. Simlarly, the combined cost for a 64 Kbit/s half-circuit in PacRi nEast
and the Tasman-2 cabl e between Hawaii and Australia is $47,862, approximately 53%
of the cost of an analog 4 kHz half-circuit in ANZCAN. [ FN23]

3. Quality of Service

30. Media and Route Diversity. We previously have found that increasing nedia
and route diversity to strengthen service reliability is of decisional signific-
ance in our public interest deternmination to authorize the construction of
transoceanic facilities. [FN24] Media diversity enhances service reliability
t hrough the use of nore than one transm ssion nedium satellite or cable, to carry
a **7335 correspondent's traffic. As a result, an increase in nedia diversity
protects against the systenmic failure of one nmedium Route, or path, diversity en-
hances service reliability by increasing the number of independent routes that

carry traffic to a given |ocation. It is closely related to the ability to re-
store circuits in case of a facility failure. As a rule, the nore independent
routes serving a given location, the greater the ability to restore one that
fails. Thus, an increase in route or path diversity is the natural consequence

of the introduction of another facility into a region.

31. We conclude that the introduction of PacRi nEast as proposed wi |l enhance both
medi a and route diversity. PacRi nEast will enhance route diversity by adding an-
ot her independent route between Hawaii and New Zeal and and Hawaii and Australia
via interconnection with Tasman- 2. Through interconnection with HAWS5, an inde-
pendent route is provided between the U. S. Miinland and New Zeal and and Aus-
tralia. Mor eover, route or path diversity will be enhanced between the United
States and Japan and Sout heast Asia, in that PacRi nEast through interconnection
with Tasman-2, PacRi mAést, HAWS5 and connecting cable systems will provide a sep-
arate transpacific route south of the HAW4/ TPC-3 and TPC-4 cabl e systens. Ser -
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vice reliability would be inproved since the nunber of circuits affected by a ser-
vice interruption on a particular route or routes would be mnininmzed and the abil -
ity to restore the failed facility via another digital cable facility would be en-
hanced.

*9 32. Wth respect to nedia diversity, as of December 31, 1989 the Joint Applic-
ants were providing a total of 2139 circuits, consisting of 755 submarine cable
and 1384 satellite circuits between the U. S. and Australia and New Zeal and
Thus, a failure of satellite facilities could significantly disrupt services in
the region. Wil e the Conm ssion has never specified what a preferable cable/
satellite ratio would be, the addition of PacRi nEast capacity would m ninmize the
i npact of a failure of satellite facilities in the region.

33. Restoration. Restoration pertains to the ability to naintain service in the
event of a facility outage. The Joint Applicants state that PacRinEast will im
prove digital cable restoration capabilities via interconnection with the Tasman-2
and PacRi n\est cabl e systens, which would provide the capability to utilize digit-
al common carrier cable facilities for restoration of HAW4/TPC-3 or TPC- 4. In
addition, the Joint Applicants note that many customers, especially those requir-

i ng data conmuni cati ons, are becom ng increasingly sophisticated and are insisting
on digital cable backup for their private networks and other custom services.

34. W find that PacRi nEast will provide restoration capabilities that currently
are unavail able by allowing for digital cable restoration via a self-healing
(sel f-restoration) design. Restoration of HAW 4/ TPC-3 currently is occurring

t hrough the use of | NTELSAT capacity. Al t hough the Commi ssion has previously re-
cogni zed that satellite capacity provides a satisfactory restoration alternative
for cable, we also have recogni zed that absolute reliance on satellite facilities
to nmeet restoration needs and increased demand may not be in the best interests of
users that nay have specific comrunications requirenments that may best be accom
nodat ed by fiber optic cable facilities. [FN25] 1In light of these factors, we
conclude that it is reasonable for the Joint Applicants to seek an alternative
cable route that would allow for increased digital connectivity in the PORto in-
crease restoration options for digital cable facilities.

4. Technol ogi cal I nnovations

35. PacRinkast will be the first digital fiber optic submarine cable directly

i nki ng Hawai i and New Zeal and. In addition, PacRi nEast, through interconnection
with the Tasman-2 cable, will provide the first digital fiber optic capability
between the U.S. and Australia. Wth the increasing demand for digital cable fa-

cilities, we find that introduction of digital fiber optic technol ogy between the
U.S. and New Zeal and and Australia justifies the Joint Applicants' participation
in PacRi nEast. [FN26] The introduction of new technology is conpelling since
there are no cable systens serving these |locations with available capacity.
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5. Competition Considerations

36. Intermpdal and Intrampdal Conpetition. We previously have recogni zed t hat
enhanci ng both internodal and intranodal conpetition can be expected to spur pro-
viders of both international satellite and cable services to keep their services
i nnovative and their prices low [FN27] W find that introduction of PacRi nEast
wi || enhance intranodal conpetition in the POR and encourage both private and com
nmon carrier cable operators to innovate and price their offerings in a manner that
is calculated to attract and retain custoners. We also find that introduction of
PacRi nEast will increase internodal conpetition with | NTELSAT and potential separ-
ate satellite system providers and thereby spur existing providers of both cable
and satellite capacity to respond conpetitively. Such conpetition will give ser-
vice providers and other users greater choice in selecting facilities and thus
will enable themto maintain, or inprove and enhance, the economy and efficiency
of their operations. The opportunity to choose anong facilities further all ows
service providers to be nore responsive to custonmer needs in ternms of price, ser-
vice quality, and service availability.

*10 37. Conpetitive Procurenent. Al though the State of Hawaii acknow edges t hat
there may not be a reason to inpose a particular procurement schene on the Joint
Applicants, it states that the Joint Applicants have failed to disclose the pro-
curenent practices they intend to use. In particular, the State of Hawaii as-
serts that the Joint Application does not account for the range of conpetitive
costs suggested or proposed by alternate suppliers not anmong the Joint Applicants
and nmakes no provision for the costs associated with awardi ng prine and subcon-
tracts. AT & T and HTC note that PacRi nEast procurenent decisions are not nat-
ters on which the Joint Applicants can, by thensel ves, change because 17 of the 23
PacRi nEast owners are carriers fromoutside the United States. They assert that
contracts for procurenment of the systemw |l be awarded to those firnms in the nar-
ket best able to nmeet the requirenents of PacRinkEast in a cost-effective matter
and the PacRi nkEast owners nust have the flexibility in their day-to-day install a-
tion operations to secure quality products and services on a tinely basis. In
this regard, the Joint Applicants reference the procurenent of the TPC-4 cable
systemin which the Conmmi ssion did not specify a particular nethod for the sel ec-
tion of subcontractors.

38. W find no basis to question the procurenent practices of the Joint Applic-
ants. The Joint Applicants state that qualified suppliers will be afforded a
reasonabl e opportunity **7336 to participate in the procurenment of PacRi nEast.

The procurenent of PacRi nEast is therefore consistent with our goal to assure U S
opportunity to participate in procurenent and supply processes. [FN28] As the
Joint Applicants note, the U S. -supplied portions of HAW 4/ TPC-3 used nore than 65
subcontractors from 22 states. The Joint Applicants also anticipate that a nul -
titude of subcontractors will participate in the construction or provision of na-
terials for any portion of PacRi mEast that will be supplied by AT & T.

[ FN29] Moreover, under price caps regulation, AT & T has the incentive to subcon-
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tract with those suppliers that offer a competitive price. G ven the existing

i ncentives to subcontract in a cost-effective manner, we do not believe it is ne-
cessary to condition the grant of PacRi nEast on further assurances of conpetitive
procurenment practices.

6. International Comty

39. Qur decisions authorizing the construction and operation of transoceani c sub-
mari ne cable systens historically have recogni zed that correspondent acceptance is
an inportant public interest factor. [FN30] Twenty-three tel ecomunications en-
tities and carriers, including those from 14 foreign countries, have agreed that

the PacRi nEast system design and 1993 service date will neet the service needs of
their custoners. Thus, we conclude that PacRi nEast will pronote internationa
comty.

B. O her |ssues

40. The Need for A Planni ng Proceeding. The State of Hawaii is concerned that
the Joint Applicants fail to address or acknow edge previ ous Conm ssion planni ng
or authorization dockets for the POR [FN31] Although the State of Hawaii con-
cedes that the Commi ssion can act w thout undertaking planning proceedings, it be-
lieves that the Comm ssion has to continue to view applications in a broader plan-
ni ng perspective to ensure that ratepayers are not burdened with unnecessary fa-
cility investments. O particular concern to the State of Hawaii is the fact
that the POR Pl anni ng proceedi ng, which covered the 1995 tine frame, did not con-
tenpl ate the proposed cable or additional cable facilities.

*11 41. The Joint Applicants state that there is no need for themto address the
POR Pl anni ng proceedi ng because the Conmi ssion has specifically determ ned that
separate facilities planning dockets are not required as a natter of |law and are
not necessary as a matter of policy in the current conpetitive environnment. [FN32]
Further, they note that all of the facilities considered in the POR Pl anni ng pro-
ceedi ng have either been placed into operation or are in the final stages of con-
struction, and the specific facility configuration considered in the POR Pl anni ng
proceeding in 1985 is no |onger at issue.

42. In authorizing the construction and operation of the TPC-4 Cable System we
addressed the issue of whether a planning process is required before authorization
of new POR facilities. In the TPC-4 Decision we found that there is no require-
ment in the Communi cations Act that this Conmission nust undertake a facilities
pl anni ng process before it considers a Section 214 application to construct and
operate a submarine cable system Further, we stated that Section 214 of the Act
provi des anple authority for Comm ssion consideration of those factors that bear
on a public interest, conveni ence and necessity determ nation. [FN33] Citing sev-
eral recent devel opnents, we concluded that we could now nove away from a conpre-
hensi ve pl anning process prior to authorizing the introduction of new facilities
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in the POR First, we noted that the introduction of price caps regulation of AT
& T significantly protects AT & T ratepayers fromthe results of potentially im
prudent facilities investnments. Second, we noted that the elimnation of circuit
di stribution guidelines in favor of agreenents between Comsat and AT & T and ot her
carriers on the distribution of traffic between cable and satellite facilities and
the introduction of conpeting private cable and satellite systens provide incent-
ives for efficient investnments in transnission facilities. In light of these de-
vel oprments, we found it unnecessary to engage in a facilities planning process be-
fore acting on the Section 214 application to construct and operate the TPC-4
cabl e system Not hi ng has changed in the interim and the State of Hawaii has
not pointed to any conpelling reasons which would justify reinstating the planning
process. Accordingly, we hereby reaffirmour previous findings on this subject.

43. PAS Petition to Deny. PAS does not oppose a grant of the PacRi nEast cable
system Rat her, PAS' petition to deny is directed solely to TRT/FTC s ownership
interest in the cable and the relationship of TRT/FTC to France Tel ecom whi ch has
refused to engage in two-way service via PAS separate satellite system Al -

t hough PAS has secured | NTELSAT Article XlV(d) consultations for all of its ser-
vices with many countries, it notes that France has been a prom nent exception
According to PAS, despite clear custonmer interest in both data and video transm s-
sions to and from France, France Tel ecom has consistently refused to consider any
| NTELSAT Article XIV(d) consultations for services beyond one-way video (U S. to
France). Thus, PAS argues, the French tel ecommuni cati ons market remins effect-
ively closed to U S. separate satellite systens. Si nce France Tel ecom holds a
14.9 percent interest in TRT/FTC through various subsidiaries and hol di ng conpan-
i es, PAS asserts that TRT/FTC should not be authorized to expand its operations in
the United States during the pendency of its petition for reconsideration of the
Common Carrier Bureau's FTCC Ruling. [FN34] It states that the Comm ssion has au-
thority to evaluate market access issues in acting on Section 214 applications
such as the instant application involving TRT/FTC.

*12 44. PAS' argunent on this point is not new. Inits FTCC Ruling, the Bureau
concl uded that FTCC (now TRT/FTC) should be classified as non-dominant in its pro-
vision of all international services to all points, [FN35] except that it would
continue to be classified as donminant in its provision of all comon carrier ser-
vices with France. The FTCC Ruling conditioned the grant of non-dom nant status
to all points except France on the anendnent of FTCC s existing Section 214 au-
thorization for switched voice services to France to include certain standards ap-

plicable to the access filings of dom nant carriers. The FTCC Ruling al so con-
cl uded that TRT should not be treated as a dominant carrier either generally or
for the French market. PAS sought reconsideration of the FTCC ruling. Duri ng

the pendency of its petition for reconsideration, PAS has filed several petitions
to deny applications filed by TRT/FTC for the acquisition of facilities to provide
its authorized services to various countries. In each instance, the Bureau found
that PAS failed to explain why TRT/FTC shoul d be considered to possess market
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power with countries other than France. In the context of this proceeding, PAS
requests that the subject application be **7337 denied with regard to participa-
tion by TRT/FTC or, at a mininmum held in abeyance pending final resolution of its
petition for reconsideration of the FTCC Ruling.

45. On June 1, 1990, the Bureau released its FTCC Reconsi deration Order, which
affirmed the FTCC Ruling in all respects. [FN36] Specifically, the Bureau af-
firmed its earlier determ nation that FTCC does not fall strictly within the
definition of a foreign-owned carrier. The Bureau also affirned its finding that
PAS has not provided any evidence to denpbnstrate that FTCC should be classified as
a foreign-owned and, consequently, dominant carrier in its provision of interna-
tional comon carrier services solely because of the presence of an French Cabl es
et Radio (FCR) representative director on the board of the hol di ng conpany, |CH
PAS did not file an application for review of the FTCC Reconsideration O -
der; accordingly, its request for deferral pending resolution of that proceeding
i s nmoot. Even if TRT/FTC had been found to be dominant for services to countries
ot her than France, PAS has not explained why, in this case, TRT/FTC s parti ci pa-
tion in PacRi nEast shoul d be deni ed. As the Bureau noted in the FTCC Reconsi der -
ation Order, while PAS may be correct that there has been little or no progress
with France on issues of concern to PAS, there has been progress with France on
ot her issues, such as |ower accounting rates with U.S. carriers, which has contin-
ued. Accordingly, we deny PAS request that we deny or hold in abeyance that
portion of the application which relates to TRT/FTC s participation in PacRi nEast.

I11. CONCLUSI ON AND ORDERI NG CLAUSES

46. The instant application to construct and operate the PacRi nEast optical fiber
cable systemw || serve the public conveni ence and necessity. The proposed sys-
temis required to satisfy the service preferences and needs of users. Cur -
rently, the Joint Applicants have exhausted all avail able capacity in anal og cabl e
facilities serving Australia and New Zeal and. Because of technol ogical innova-
tion and PacRi nEast's direct route to New Zeal and, the half-circuit cost for a 64
Kbit/s half-circuit in PacRinEast is approximtely one-third of the cost for a 4
kHz hal f-circuit in the ANZCAN anal og cabl e between Hawaii and New Zeal and. The

PacRi nEast cable systemwi || provide service quality benefits in terns of in-
creased route and nedia diversity and restoration capability, and will enhance in-
ternmodal and intranodal conpetition. The proposed system al so neets internation-

al conity concerns.

*13 47. Based on the information provided by the Joint Applicants, we concl ude
that the grant of the requested authorizations will not have a significant effect
on the environnent as defined in Section 1.1307 of the Conmi ssion's Rul es and Reg-
ul ations inplementing the National Environmental Policy Act of 1969, 42 U. S.C. 88§
4321-4335 (1976). [FN37] Consequently, no environnmental assessment is required to
be submitted with this Joint Application by Section 1.1311 of the Commission's
Rul es.
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48. Upon consideration of the Joint Application, we find that the present and fu-
ture public interest, convenience and necessity require the construction and oper-
ation of the PacRi nEast cable system as descri bed herein.

49. Accordingly, IT IS ORDERED that the Joint Application, File No. I-T-C-90-072,
of the Joint Applicants (AT & T, HIC, MClIl, TRT/FTC, US Sprint and Wrl dcom

[ FN38] is CGRANTED, subject to the following ternms, conditions and limtations, and
the Joint Applicants are authorized to:

(a) construct and operate the PacRi nEast Cabl e System as proposed herein;

(b) acquire and activate capacity in the PacRi nmEast Cable System on an owner-
ship basis, in accordance with the interests indicated in the MAUGs specified in
Appendi x 3;

(c) acquire capacity, by lease, in such connecting facilities as my be required
to extend capacity in the PacRi nkEast Cable System

(d) utilize digital circuit nmultiplication systens (DCMS) equi pnent to derive
addi tional voice paths fromthe circuits (MAUGs) authorized herein in accordance
with the appropriate Conmm ssion authorizations; and

(e) activate and operate capacity in the PacRi nmEast Cable System and af orenen-
ti oned extension facilities for the provision of the Joint Applicants' authorized
t el ecommuni cati ons servi ces.

50. I T IS FURTHER ORDERED t hat when a given Joint Applicant seeks to acquire or
transfer an ownership or IRU interest in the PacRi nEast capacity, the reinburse-
ment it receives shall be on the basis of depreciated original cost (or the pro-
rated accunul ated cost of such circuit if the systems are not then operational) or
in conformance with such policy as the Conm ssion shall develop in the future re-
garding the price at which IRUs will be made avail abl e.

51. IT IS FURTHER ORDERED that the Joint Applicants shall nmeke avail abl e half-
interests in the PacRi nEast capacity to such present and future U S. carriers as
may be aut horized by the Comm ssion to acquire such capacity.

52. IT IS FURTHER ORDERED t hat the Comm ssion retains jurisdiction to reallocate
U.S. carriers' interests in capacity herein authorized, as the public interest may
require to acconmodate additional carriers or otherwi se, with, where required, the
concurrence of the foreign admi nistration or carriers concerned, and, further,
jurisdiction is retained by the Comm ssion over all matters relating to the Joint
Appl i cants' ownership, nanagenment, maintenance, and operation of the cable system
as authorized herein, to assure the nost efficient use not only of this cable sys-
tem but of all neans of communications between the U S. and Pacific Ocean Region.

*14 53. IT IS FURTHER ORDERED t hat the Comnri ssion retains jurisdiction to review
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the DCMS, nultiplexing, and interworking arrangenents and attribution of the costs
thereof and to require such changes in the provision of these services and equi p-
ment as may be necessary.

54. I T IS FURTHER ORDERED t hat no Joint Applicant that is deened a dom nant car-
rier pursuant to the Commi ssion's decision in CC Docket No. 85-107 [FN39] shal

di spose of any interest in any PacRi nEast capacity it is authorized to acquire in
any way wi thout prior authorization by the Comm ssion.

55. IT IS FURTHER ORDERED that the Joint Applicants shall include PacRi nEast fa-
cility use in the nonthly Circuit Status Reports filed pursuant to the **7338 Com
nm ssion's Orders. These reports shall be filed no later than the 20th day of
each nonth providing the information for the precedi ng nonth.

56. I T IS FURTHER ORDERED t hat PAS Petition to Deny IS DEN ED.

57. IT IS FURTHER ORDERED that this authorization is issued subject to the terns
and conditions of any license issued to the Joint Applicants herein under the act
entitled "An Act relating to the | anding and operation of submarine cables in the
United States"” (47 U . S.C. 88 34-39), covering the subject submarine cable, and
shal | becone effective upon the acceptance of the aforenentioned |icense by al
such parties.

FEDERAL COVMUNI CATI ONS COWM SSI ON
Donna R. Searcy

Secretary

FN1 By letter dated June 20, 1990 the Commi ssion approved the pro forma transfer

of control and assignnent of |icenses fromFTCC to TRT/FTC. The transaction was
consunmat ed on June 29, 1990, which resulted in TRT/FTC as the sole surviving car-
rier. See File Nos. CSG 90-027-(5)AL and |-T-C90- 067-TC

FN2 Al though AT & T did not indicate that its reply was filed on behalf of the
Joint Applicants, the pleading clearly represents their position. Thus, all ref-
erences herein to the Joint Applicants' position should be construed as including
the views expressed in the Joint Application and AT & T's reply.

FN3 All applicants initially may not be certified to serve directly all territor-
ies that the facilities covered by the Joint Application are capable of serving
Each i ndividual applicant proposing extensions of its services into such territor-
i es by neans of PacRi nkEast will seek such appropriate authorization as nay be re-
gquired when it proposes to activate the facilities.

FN4 Al t hough the supply contracts for PacRi nEast have not been awarded by the Pac-
Ri nEast Procurenment Group, it is expected that AT & T will be awarded a contract
to supply a portion of Segnment B of the cable system To the extent that AT & T
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participates in the construction of PacRi nmEast, it is expected that a nultitude of
U.S. subcontractors will participate in the construction or provision of naterials
for the AT & T portion of the project.

FN5 A MAUO is the M ninum Assignable Unit of Ownership and provi des and equival ent
di gital channel operating at 64,000 bits per second and an additional 9, 684, 656
bits per second required for rmnultiplexing.

FN6 The PacRi nEast cable systemw || be buried on the continental shelves off the
coasts of Hawaii and New Zeal and, to protect the cable from damage due to fishing
and trawl er activities. The cable also will be arnored and fish bite protected

where required.

FN7 The Joint Applicants estimate the original capital cost of 64 kbits/s half-
circuit (half-MAUO) in PacRinEast will be $39, 500. The cost per hal f-MAUO wil |
further decrease as the Reserve Capacity is utilized by increasing the Nationa
Capacity. The National Capacity is the amunt of the cable's capacity which is
currently subscribed to. VWhen the National Capacity reaches design capacity, the
cost per hal f-MAUO wi || be approximately $18, 500

FN8 See Appendi x 4. Today, we also grant the Joint Applicants separate requests
to construct and operate the HAWS5 and PacRi ni\est cabl e systens. The Tasman- 2
cable will be considered at a | ater date.

FN9 In a separate decision, we also grant the Joint Applicants' request for a
cable landing license in File No. S-CL-90-003 pursuant to the Cable Landing Li-
cense Act.

FNIO AT & T et al., (TAT-7 Order), 73 FCC2d 248, 256 (1979).

FN11 See, e.g., AT & T et al. (TAT-9 Order), 4 FCCRcd 1129, 1131

(Com Car . Bur. 1988) . See also Policies to be Followed in the Authorization of
Common Carrier Facilities to Meet Pacific Tel ecommunications Needs during the
Peri od 1981-1985 (POR Pl anning), 102 FCC2d 353, 355 (1985).

FN12 The State of Hawaii disputes this point, noting that the Circuit Status Re-
ports do not show usage or traffic carried over the subject facilities, but in-
stead the quantity of circuits held and/or owned by each of the carriers without
regard to use.

FN13 PacRi nEast is designed as a part of an integrated comon carrier network to
neet specific service requirements for additional digital cable facilities in the
POR, to provide additional digital connectivity with the HAW4/TPC-3, G P-T, TPC
4, H-J-K, Tasman-2 and PacRi m\ést cabl e systens. See Appendi x 4.

FN14 See Tel-Optik Limted (Private Submarine Cable), 100 FCC2d 1033, 1049
(1985); Pacific Telecom Cable, Inc., 2 FCCRcd 2686, 2690, n. 15 (Com Car. Bur

© 2009 Thonmson Reuters. No Claimto Orig. US Gov. Wrks.


http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=0001017&FindType=Y&ReferencePositionType=S&SerialNum=1979026138&ReferencePosition=256
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=4493&FindType=Y&ReferencePositionType=S&SerialNum=1988184858&ReferencePosition=1131
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=4493&FindType=Y&ReferencePositionType=S&SerialNum=1988184858&ReferencePosition=1131
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=0001017&FindType=Y&ReferencePositionType=S&SerialNum=1985033003&ReferencePosition=355
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=0001017&FindType=Y&ReferencePositionType=S&SerialNum=1985033003&ReferencePosition=355
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=0001017&FindType=Y&ReferencePositionType=S&SerialNum=1985033003&ReferencePosition=355
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=0001017&FindType=Y&ReferencePositionType=S&SerialNum=1985033159&ReferencePosition=1049

5F.C.C.R. 7331 Page 18
1990 WL 602936 (F.C.C.), 68 Rad. Reg. 2d (P & F) 915, 5 F.C.C.R. 7331, 5 FCC Red. 7331
(Citeas: 1990 WL 602936 (F.C.C.), 5 FCC Rcd. 7331)

1987); clarified, 4 FCCRcd 4454, 4455 (Comm Car.Bur.1989); Inquiry into Policies
to be Followed in the Authorization of Conmon Carrier Facilities to Meet North At-
lantic Needs During the 1991-2000 Period, 3 FCCRcd 3979, 3989-90 (1988) (North At-
lantic Facilities Planning).

FN15 See Policy and Rul es Concerning Rates for Dominant Carriers (Price Caps O -
der), CC Docket No. 87-313, 4 FCCRcd 2873 (1989).

FN16 See Anerican Tel ephone & Tel egraph, et. al., 4 FCCRcd 8042, 8046 (1989)
(TPC-4 Deci sion).

FN17 Price caps regul ation also applies to HIC See Policy and Rules for Dom n-
ant Carriers, CC Docket No. 87-313, para. 255 (FCC 90-314, released Cct. 4, 1990).

FN18 1d. at 8045.

FN19 See International Conpetitive Carrier Policies, 102 FCC2d 812, 829 (1985),
recon. denied, 60 Rad.Reg.2d (P & F) 1435 (1986); US Sprint Comrunications Com
pany Limted Partnership, 4 FCCRcd 6279, 6284 (Com Car.Bur.1989).

FN20 I n 1985, the Conmi ssion issued a Notice of Proposed Rule Making that termn-
ated the inquiry into the conmpatibility of rate integration and conpetition for

i nterstate conmuni cati ons between the contiguous states and Hawaii . At that
time, the State of Hawaii al so asserted that the Hawaii should not be di sadvant -
aged by being singled out for a special rate structure. The State of Hawaii ad-

ded that the rate integration policy, which it supported, had substantially
achieved its objective of |lowering rates between the nonconti guous points and the
contiguous states. See Integration of Rates and Services for the Provision of
Conmuni cati ons by Aut horized Common Carriers, 50 Fed. Reg 41714 (Cctober 15, 1985).

FN21 See TPC-4 Decision, 4 FCCRcd at 8046
FN22 These costs are in 1984 dollars.

FN23 The estimated cost for a 64 Kbit/s half-circuit in Tasman-2 is $8,362. As
the National Capacity of PacRi mEast approaches the design capacity, the cost for a
64 Kbit/s half-circuit between Hawaii and New Zeal and woul d decrease to $18, 500,
approximately 16% of the cost of an ANZCAN analog 4 kHz half-circuit. Simlarly,
the conbi ned cost for a 64 Kbit/s half-circuit in PacRi nEast and the Tasnman-2
cabl e between Hawaii and Australia woul d decrease to $26,862, approxinmately 30% of
the cost of an analog 4 kHz half-circuit in ANZCAN.

FN24 See North Atlantic Facilities Planning, 3 FCCRcd at 3986; All Anerica Cable
and Radio Inc., et. al., 67 FCC2d 451, 469 (1978).

FN25 North Atlantic Facilities Planning, 3 FCCRcd at 3987.

FN26 A portion of PacRinkEast will enploy AT & T's latest 1.55 micron | aser and 565
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Moit/s technol ogy. The 1.55 micron technol ogy reduces the nunber of repeaters
that woul d have been required with 1.3 micron [ aser technol ogy. The reduced num
ber of repeaters, in turn, results in cost savings.

FN27 North Atlantic Facilities Planning, 3 FCCRcd at 3989.
FN28 See Pacific Tel ecom Cable, Inc., 4 FCCRcd 8061, 8066 (1989).

FN29 While we rely solely on the record set forth above, we note that AT & T was
awarded contracts in the sumof $191 mllion to construct one-half of TPC 4. See
FCC Press Rel ease, October 16, 1989.

FN30 See North Atlantic Facilities Planning, 3 FCCRcd at 3989.

FN31 See Policies to be Followed in the Authorization of Common Carrier Facilities
to Meet Pacific Tel ecommuni cati ons Needs during the Period 1981- 1985 (POR Pl an-
ning), 102 FCC2d 353 (1985).

FN32 See TPC-4 Deci sion, 4 FCCRcd at 8045.
FN33 1d.

FN34 FTC Conmuni cations, Inc., 4 FCCRcd 5633 (Com Car.Bur.1989) (FTCC Ruling);
recon. denied, 5 FCCRcd 3323 (Com Car.Bur.1990) (FTCC Reconsi deration Order).

FN35 See supra footnote 1.

FN36 FTC Conmuni cations, Inc., 5 FCCRcd 3323 (Com Car. Bur. 1990).
FN37 See Joint Application at p. 20.

FN38 See supra n. 1.

FN39 See International Conpetitive Carrier, 102 FCC2d at 822, 832

**7340 APPENDI X 1

SCHEDULE B
VOTI NG | NTERESTS
I N THE CABLE SYSTEM
PacRi nEast
PARTI ES VOTI NG | NTEREST

PERCENTAGE
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AT & T 14. 4231
BT PLC ( UK) 5. 0905
BTE (1 rel and) 0.9191
CWHK (Hong Kong) 1.6968
DBP ( Ger many) 1.9514
FT (France) 0. 5373
FTCC 0.4242
HTC 0. 5232
| DC (Japan) 0. 8484
| TALCABLE (Italy) 0.4242
| TDC ( Tai wan) 0.4242
KDD (Japan) 3. 3937
MCI | 5. 0905
MCL (UK) 3.8179
NPTT ( Net her| ands) 0.6363
OTC (Australia) 43. 1844

PHI LCOM (Phi | i ppi nes)
PLDT (Phili ppi nes)
TCNZ ( New Zeal and)
TELEFONI CA ( Spai n)

ocnhMOoODNMO®OoOo
A
a1
N
&

TELEGLOBE ( Canada) 9695
TRT 8484
US SPRI NT 5452
WORL DCOM 4242
TOTAL: 100. 0000

**7341 APPENDI X 2

SCHEDULE C

OMNERSHI P | NTERESTS AND ALLOCATI ON OF CAPI TAL

PacRi nEast
PARTI ES VOTI NG | NTEREST
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PERCENTAGE
AT & T 14. 4231
BT PLC 5. 0905
BTE 0.9191
CWHK 1. 6968
DBP 1.9514
FT 0. 5373
FTCC 0.4242
HTC 0. 5232
| DC 0. 8484
| TALCABLE 0.4242
| TDC 0.4242
KDD 3. 3937
MCI | 5. 0905
MCL 3.8179
NPTT 0. 6363
arc 43. 1844
PH LCOM 0.2121
PLDT 0.2121
TCNzZ 8. 9508
TELEFONI CA 0. 4525
TELEGLOBE 2.9695
TRT 0. 8484
US SPRI NT 2.5452
WWORL DCOM 0.4242
TOTAL: 100. 0000

**7342 APPENDI X 3

SCHEDULE D

ASSI GNVENT OF CAPACI TY I N SEGMVENT B

PacRi nEast
1. Jointly Assigned Capacity
(Hal f Interests in MAUOs)
PARTI ES orc TCNZ SUBTOTAL
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AT & T 840 180 1020
BT PLC 300 60 360
BTE 60 5 65
CWHK 120 0 120
DBP 120 18 138
FT 30 8 38
FTCC 30 0 30
HTC 22 15 37
| DC 60 0 60
| TALCABLE 30 0 30
| TDC 30 0 30
KDD 210 30 240
MCI | 270 90 360
MCL 240 30 270
NPTT 30 15 45
PHI LCOM 15 0 15
PLDT 15 0 15
TELEFONI CA 30 2 32
TELEGLOBE 150 60 210
TRT 60 0 60
US SPRI NT 120 60 180
WWORL DCOM 30 0 30
SUBTOTAL 2812 573

2. Wholly Assigned Capacity

(Hal f Interests in MAUQOs)

PARTI ES

orc 242

TCNZ 60

SUBTOTAL 302

Summary

PARTI ES JO NTLY ASSI GNED WHOLLY ASSI GNED TOTAL ASSI GNED PER PARTY
AT & T 1020 0 1020
BT PLC 360 0 360
BTE 65 0 65
CWHK 120 0 120
DBP 138 0 138
FT 38 0 38
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FTCC

Mrc

| DC

| TALCABLE
| TDC

KDD

MCI |

MCL

NPTT

orc

PH LCOM
PLDT

TCNzZ
TELEFONI CA
TELEGLOBE
TRT

US SPRI NT
WWORL DCOM

30
37
60
30
30
240
360
270
45
2812

O O OO0 O0OOoOOoOOo
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N

O OO O0OO0OO0OOoOOo

Page 23

30
37
60
30
30
240
360
270
45
3054

633

GRAND TOTAL
Interests in MAUOs)

(Hal f

PACI FI C REG ON

| NTEGRATED COVMON CARRI ER CABLE NETWORK

TABULAR OR GRAPHI C MATERI AL SET FORTH AT THIS PO NT IS NOT DI SPLAYABLE

FCC
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