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Before The
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of )
) WC Docket No. 05-337
High-Cost Universal Service Support. )

COMMENTS OF
THE NATIONAL ASSOCIATION
OF STATE UTILITY CONSUMER ADVOCATES
ON LONG-TERM, COMPREHENSIVE HIGH-COST
UNIVERSAL SERVICE REFORM

INTRODUCTION AND SUMMARY

The National Association of State Utility Consurdelvocates (“NASUCA™
submits these reply comments on the issues reggahitih-cost universal service support
set forth in the Public Notice released on MaydQ7# The initial comments were, as

expected, from a wide variety of interests: incemtdocal exchange carriers and their

1 NASUCA is a voluntary, national association of somer advocates in more than forty states and the
District of Columbia, organized in 1979. NASUCA®embers are designated by the laws of their
respective states to represent the interestslafwbnsumers before state and federal regulaodsin the
courts.See, e.g., Ohio Rev. Code Chapter 4911; 71 Pa. Cons. Stat. 8 309-4(a); Md. Pub. Util. Code
Ann. § 2-205(b); Minn. Stat. Ann. Subdiv. 6; D.Code Ann. § 34-804(d). Members operate
independently from state utility commissions, agamétes primarily for residential ratepayers. Some
NASUCA member offices are separately establishet@ate organizations while others are divisions of
larger state agencies ., the state Attorney General's office). Associmtel affiliate NASUCA members
also serve utility consumers, but have not beeateceby state law or do not have statewide aughorit

2 FCC 07J-2 (“Public Notice”). Unless indicatedenthvise, all citations herein are to orders anddi in
CC Docket 96-45 or WC Docket 05-337.



organization$ wireless carriers and their organizatipm®mbinations of the first two
categories competitive local carrietscable companies and their organizatipraious
other industry membetsstate regulatofsand consumer advocat8slt is tempting to

parse the industry’s positions by simplistic refeeto the desire of a carrier to receive

3 Alaska Telephone Association (“ATA”); BEK Commuations Cooperative (“BEK”); CenturyTel, Inc.
(“CenturyTel”); Embarq; Fred Williamson and Assdes, Inc. (“FWA”), on behalf of seven ILECs;
Frontier Communications (“Frontier”); Gardonvillo@perative Association (“Gardonville”); GVNW
Consulting, Inc. (“GVNW?"); ICORE Companies (“ICOREIndependent Telephone and
Telecommunications Alliance (“ITTA"); lowa Telecommications Association (“ITA"); Mid-Rivers
Telephone Cooperative, Inc. (“MRTC"); National Extige Carrier Association, Inc. (‘NECA”"); National
Telecommunications Cooperative Association (“NTCANebraska Rural Independent Companies and
South Dakota Telecommunications Association (“NMSIBTA”); Organization for the Protection and
Advancement of Small Telephone Companies (“OPAST)CRUral lowa Independent Telephone
Association (“RIITA"); TCA, Inc. - Telcom ConsulthAssociates (“TCA”); Texas State Telephone
Cooperative, Inc. (“TSTCI"); Western Telecommunioas Alliance (“WCA”); Windstream
Communications, Inc. (“Windstream”). BEK’s and @anville’s comments appear to be substantially
similar; references to BEK’s comment s should tfegeebe read to include reference to Gardonville’s.

* ACS Wireless, Inc. (“ACS”); Corr Wireless Commuaiiions, LLC (“Corr”); CTIA - The Wireless
Association® (“CTIA"); Dobson Cellular Systems, In¢Dobson”); Sprint Nextel Corporation (“Sprint”);
Rural Cellular Association and the Alliance of RUIEMRS Carriers (“RCA/ARCC"); Rural
Telecommunications Group, Inc. (“RTG"); T-Mobile BSInc. (“T-Mobile”); United States Cellular
Corporation and Rural Cellular Corporation (“USCCIR’). RCA/ARCC'’s and USCC/RCC’s comments
are virtually identical in content, but not in faainreferences to the former should be read taudwl
references to the latter. Page citations to RCAZER comments are to the body of the comments, not
those reflected in RCA/ARCC'’s table of contents.

® AT&T Inc. filed a single comment, presumably indilng AT&T Wireless (formerly Cingular). Verizon
and Verizon Wireless filed joint comments.

® Comspan USA (“Comspan”); General Communication, (HGCI"); Rural Independent Competitive
Alliance (“RICA"); YourTel America, Inc. (“YourTelj.

" Comcast Corporation (“Comcast”); National Cabl& @lecommunications Association (“NCTA"); Time
Warner Cable (“Time Warner”).

8 CoBank, ACB (“CoBank”) (cooperative bank lendimgrtiral carriers); DialToneServices, L.P.
(“DialTone”) (service provider in rural areas usimgbile satellite service technology).

°® New Jersey Board of Public Utilities (“NJBPU"):vim. Utilities Board (“lUB"); Nebraska Public Service
Commission ("NPSC"); People of the State of Califarand the California Public Utilities Commission
(“CalPSC"); Public Service Commission of the Staftélissouri (“MoPSC”); South Carolina Office of
Regulatory Staff (“SCORS").

1 NASUCA; Consumers Union, Consumer Federation obAioa and Free Press (“CU/CFA/FP"); and
New Jersey Division of Rate Counsel (“Rate Counsel”
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the maximum amount of universal service supportsionilarly, to ensure that its
competitors do not receive supp8rtSome of that is inevitable, but NASUCA will
attempt to focus on the substance of the variodsatremely varied arguments of the
stakeholders heré.
NASUCA continues to believe “that certain of theefitems described in the
Public Notice are not crucial for ‘long-term, corapensive’ reform of the federal high-
cost universal service mechanisms.Based upon a review of the comments, NASUCA
continues to believe that the five issues set fiortihe Public Notice should be addressed
by the Federal-State Joint Board on Universal $er{iJoint Board”) and the Federal
Communications Commission (“FCC” or “Commissions)fallows:
. Reverse auction¥: NASUCA reiterates its opposition to the use -
- at this time -- of reverse auctions to supplaethigh-cost
mechanism. NASUCA does support the use of auctiopgot

programs, particularly for support for broadband/ee

. Geographic information systems/network cost modelig®:
NASUCA asserts that the use of newer technologyritoe

™ The same sort of issue arises for state regulatdrs often seek to maximize the dollars flowinghe
state’s carriers, or, on the other hand, to minintie flow of dollars out of the state.

120n June 26, 2007, NASUCA filed a request for @oeable extension of three weeks for these reply
comments. In contrast to the requests of othargsathat were promptly acted upon, there has been
action on NASUCA's request.

¥ NASUCA Comments at 1.

* Public Notice, 1 4.

15 See Section I1I. below.

18 public Notice, ¥ 5.



efficiently calculate and target support at mor@ngitar levels”
should not have the effect of increasing the sfazé@fund:®

. Disaggregatiort®: The disaggregation of rural carriers’ support
below the study area level or below the wire celeteel need not
be a high priority?

. Competitive eligible telecommunications carrier (“ETC”)
support®: Elimination of the equal support rule shouldabe
priority for the Joint Board and for the Commissidbompetitive
ETCs (“CETCs”) should have their support basedhair town

costs. CETC support should be capped at the téhslpport
received by the incumbent local exchange caftier.

. Broadband®: NASUCA supports a pilot program for broadband
support using reverse auctiofis.

Of these, only the fourth -- fixing CETC supportasnd the fifth -- adopting a broadband
pilot program -- should have priority in the JoBdard’s and the Commission’s
deliberations. Then fixing the current cost maaiglased on improvements in
geographic information systems (“GIS”) and othgrezss of the model should be
undertaken for the non-rural carriers. Neitheerse auctions nor disaggregation need to

occupy the Joint Board’s or the Commission’s attenés priorities.

.
18 See Section IV. below.
19 . .

Public Notice, 1 6.
20 5ee Section V. below.
21 . .

Public Notice, 1 7.
22 5ee Section VI. below.
Z1d., 1 8.

24 See Section VII. below.



Other items that should be priorities should inelattempts to limit support to a
single line or connection for each household, aadsitioning the larger rural carriers to
a forward-looking cost approach like that usednfon-rural carriers. But a key focus for
the Commission should be in making the hard deassibat have yet to be made,

including those that been compelled by the coadgjescribed in the next section.

Il. THE JOINT BOARD’S AND THE COMMISSION’S EFFORTS AT

RESOLVING UNIVERSAL SERVICE ISSUES DO NOT SEEM TO

BE FOCUSED ON RESULTS.

In the initial comments, NASUCA pointed out the renous crucial issues that
the Commission and the Joint Board have faile@$olve, despite receiving extensive
comments months and years ago. This includeshéo€ommission’s part, definitions of
what constitute “reasonably comparable” and “af&iné” rates and services, and what
would make the USF “sufficient,” on remand from &@ Circuit?® This also includes
proposed changes to the non-rural carrier high4oesthanism, in the same part of this
proceeding. There are also pending decisions@pribcess by which states can request
supplemental universal service funding, and orothexall management, administration
and oversight of the USF. Other long-pending ingaibefore the Joint Board include
changes to the high-cost fund for rural carrierd @m four USF proposals submitted by
members and staff of the Joint Board. And therdds the long-standing issue of the

accuracy (or inaccuracy) of the Commission’s aredys telephone subscribership

levels.

25 Qwest Communicationsv. FCC, 398 F.3d 1222 (10Cir. 2005)(“Qwest 117).
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These many outstanding issues caused NASUCA te: stat
Given the variety of subjects set forth in the Rublotice, some of
which are not crucial to “long term, comprehensiigh-cost
universal service reform,” NASUCA remains concertiest once
again some of these issues will distract the J&i@trd from the

mission required by Section 254 of the 1996 Telaoomcations
Act.®®

Those concerns remain, and are shared by others.

lll.  THE JOINT BOARD SHOULD RECOMMEND PILOT
PROGRAMS FOR REVERSE AUCTIONS.

Perhaps the best thing that can be said aboutseea@ictions is that there is no
consensus on whether such auctions will ease #sspres on the USF, whether they are
feasible, or even whether they are lawful. Theeetlhose who support the use of
auction&’; not surprisingly, they are those who would appedrenefit from such a
change.

But there are also many commenters that opposastnef reverse auctions,
especially as a direct replacement for the cusgstent? Indeed, some of the opponents

come from segments of the industry that one woxfsket to support new ways of

*® NASUCA Comments at 5.
" See, e.g., MOPSC Comments at 1-7; TCA Commer&s3at

2 5ee Comcast Comments at 5; Corr Comments at T4y Comments at 7-9; DialTone Comments at 3-
4; GCI Comments at 15-19; NJBPU Comments at 6-9f AComments at 5-6; Sprint Comments at 2-9;
T-Mobile Comments at 3-7.

% See BEK Comments at 4; CoBank Comments at ;3-4EB/FP Comments at 51-55; Embarq
Comments at 13-20; GVNW Comments at 6-10; ICORE @ents at 3-6; ITA Comments at 1-2; ITTA
Comments at 18-33; MRTC Comments at 7-11; NECA Centmat 3-8; NRIC/SDTA Comments at 15-
18; NTCA Comments at 3-12; OPASTCO Comments at@&ZRLTA Comments at 2-5; TCA Comments
at 3-6; TSTCI Comments at 2-7; WTA Comments at 21-2
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getting additional suppoftt. These commenters appear to be more numerous)drat
numbers of opponents do not good public policy maket as the MoPSC states, “the
logistics of managing such a fund are considerable.

For example, even those that support the use dibascshow no consensus on
how the auction process should work. MoPSC sagfs iftthere is an auction, there
should be a single winn&rNJBPU says there should be one wireline and arsdess
CETC winner®® and Frontier says that support should be limitedrte ILEC, one
wireline CETC and one wireless CETQyhile GCI says there should be multiple
winners®® DialTone says that there should be an affordgt@bmponent® MoPSC
asserts that “wining” the auction should not begdasnly on the lowest bitd. And
Verizon has presented a detailed plan, beginninig aivireless auction, then moving to
a wireline CETC auction, then possibly an auctiorolving all carriers?

Given these substantial differences, NASUCA retesrats two-fold

recommendation: First, pursuit of reverse auctimeed not be a priority for the Joint

30'See ACS Comments at 2-6; Comspan Comments alCA Rbmments at 3-11; RTG Comments at 2-4;
RCA/ARCC Comments at 22-23.

¥ MoPSC Comments at 10; see id. at 10-14 for sontieeodietails.
*21d. at 10.

% NJBPU Comments at 8.

% Frontier Comments at 7.

% GCI Comments at 15-19.

% DialTone Comments at 7.

3" MoPSC Comments at 12.

38 Verizon Comments at 4-8 and Appendix at 6-7; $s& llJBPU Comment at 8-9.
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Board or for the Commission. And second, any exgpion of the concept should begin
with a trial or pilot program. Windstream suggebts a trial could be held in an area
that currently has multiple CETCSpresumably in order to eliminate that multiplicity
This makes sense, especially in light of NRIC/SDS Atgument that CTIA’s proposal
for a “winner takes more” auction would do litte ¢ontrol the size of the furfd.

On a related note, YourTel argues that, even & auctions are used to
designate ETCs for the high-cost fund, this showldpreclude the separate designation
of ETCs to provide Lifeline and receive suppornirthe low-income fund. NASUCA

agrees.

V. IMPROVEMENTS IN GIS AND MODELING SHOULD BE

ADOPTED, BUT SHOULD NOT BE USED AS A REASON TO

INCREASE THE USF.

In the initial comments, NASUCA noted that “NASUQWs argued for years that
the Commission’s cost models for universal sersiggport were outdated, and need
serious overhauling’” Nothing in the comments of others changes tratviMany of
the commenters, representing diverse interestpostifhe use of updated technology for

cost modeling? In an ex parte filed in this docket concerning pletition of lowa

Telecommunications Services, Inc., a number oéstgulatory commissions and relates

¥ Windstream Comments at 4; see also IlUB Commergs at

“NRIC/SDTA Comments at 15-18.

*I NASUCA Comments at 13, citing, e.g., NASUCA Comuseivay 27, 2005) at 63-64.

*2 See, e.g., CalPSC Comments at 4-5; Dobson Commaebit§; Embarq Comments at 2-13; GCI

Comments at 19-20; ITTA Comments at 33-38; MoPS@@ents at 14-16; SCORS Comments at 1-2;
Sprint Comments at 18-20; T-Mobile Comments at 7-9.
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state agencies reveal that the FCC Staff has mwt min the Synthesis Model for support
purposes since 2004.

The opposition to this proposal appears to comdlynfsem rural carriers and
others that benefit from rural carriers’ use of eaded costs to determine their levels of
support! These commenters assert that the use of theg@l'acosts better suits the
rural carriers’ situations. It may be that in sositeations this is true. But in other cases,
the use of these supposedly “real” costs bendfgsompany and its owners far beyond
any benefit to the customers or the fund as a whakeset forth in ALLTEL Exhibit 6,
these include mutual companies that pay annuadeinds to their owners in excess of the
amounts that the owners (as customers) pay eaclioyeheir telephone service, and
companies with high overhead (rather than facd)jteosts?

NASUCA submits that many of these concerns carsbeaged by adopting
NASUCA's proposal -- echoed by ALLTEL-- to apply the (updated and corrected) cost

model to the largest rural carriers, those withertban 100,000 access lines in a state.

3 Ex parte filed by NPSC, Maine PUC, South Dakota&CPMermont Public Service Board, Vermont
Department of Public Service, and Kentucky PSC (I88y2007) at 5.

4 See, e.g., CenturyTel Comments at 19-21; BEK Contsret 5; GVNW Comments at 10-13; ITA

Comments at 3; IUB Comments at 3; MRTC Commenislat2; NECA Comments at 20-22; NTCA
Comments at 12-16; OPASTCO Comments at 4-7; RICAents at 11-13; TCA Comments at 9;
TSTCI Comments at 7-8.

%> To be fair, ALLTEL Exhibit 6 also raises valid i®ns about the support that some wireless ETCs
receive.

“6 ALLTEL Comments, Exhibit 2, “ALLTEL USF Reform Pposals” at 7 (supporting use of cost model
for study areas with more than 50,000 access lines)

47 See NASUCA Comments at 25.



The smaller carriers should not be reviewed undmsamodel until a model is
developed that accurately represents the variatiomeng those carrief’.

This does not mean, however, that the Commissioualdroverlook rural ILECs
with hefty rates of return. In Ohio, for exampes of the 34 small rural ILECs have 10-
year average returns on equity in excess of 17%tlawse numbers do not count the
federal USF funds, which are treated as jurisdigtily interstate?

The NPSC proposes that state commissions shouittlheled in the process of
updating the cost models.NASUCA agrees that state commissions shouldfgderal
regulators and the industry in improving the costels, to the extent that they are able
and interested. Likewise, NASUCA members may ber@sted and able to participate in
this effort.

Verizon complains about the length of time it wotdde to fix the cost mode.
Yet the auction process proposed by Verizon wiétas long or longer to come to

fruition.5?

V. SUPPORT NEED NOT BE DISAGGREGATED BELOW THE STUDY
AREA OR WIRE CENTER LEVEL.

A number of parties are in favor of disaggregasngport below the current

“8 See Supplement to NASUCA Comments.

“9 For the 15-year average, nine of the RLECs hadnston equity in excess of 15%.
* NPSC Comments at 6; see also RTG Comments at 4.

*1Verizon Comments at 9.

2 See Section ll., supra.
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study-area level of aggregatienBut despite the theoretical merits of these psaf®)
none discuss or overcome the factor that makesaetan unnecessary, at least in the
short term: the definite absence of the kind digity-picking” competition that
disaggregation is intended to discourage, th&kS[ Cs focusing only on the low-cost
(or lower-cost) portions of a study area. Therefaw wireline CETCs, which might be
tempted by such a strategy, and wireless CETCsceerwverage is so different from the
ILECs as to make disaggregation of the ILEC’s waters non-productive for
regulators’

A number of parties oppose such disaggregatiddthers suggest it should
remain as an optiofi. Others suggest it should be left up to the irthlial state$’
Especially given the lack of demonstrable beneditrf the substantial effort required

from small rural ILECs, this appears to be the wisrirse?

%3 See Comspan Comments at 8; Corr Comments at Pidbia Comments at 6-7; Dobson Comments at 2-
5; GCI Comments at 20; MoPSC Comments at 17-18;QNE&mments at 7-9; RCA/ARCC Comments at
22-23; Sprint Comments at 18-20.

54 See NASUCA Comments at 15; see also RICA Comnatris.

5 See BEK Comments at ; CenturyTel Comments at 2IG¥NW Comments at 13-14; ICORE
Comments at 10-11; ITA Comments at 3-4; MRTC Comimahn; NRIC/SDTA Comments at 22-23;

NTCA Comments at 16-18; Rate Counsel CommentRHTA Comments at 5-6; RTG Comments at 4-5;
TSTCI Comments at 7; WT Comments at 22.

% ACS Comments at 8-10; Embarq Comments at 20-2IAIComments at 38-41.

57 calPSC Comments at 5-7.

*8 This also eliminates the need for a “safe harlpootess, as proposed by IUB. IUB Comments at 3.
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OPASTCO correctly points out that there will besle$ a need for disaggregation

if the identical support rule is abandorfédlhat subject is discussed in the next section.

VI.  THE JOINT BOARD SHOULD RECOMMEND SIGNIFICANT
CHANGES IN CETC SUPPORT.

A substantial number of the commenters recommandreltion of the identical
support rule€® As previously mentioned, “vote-counting” shoulat be a major basis for
the formulation of policy, but in this case the rhers also have reason on their side. By
contrast, those who seek to retain the identigapstt rule appear to be CETCs that
benefit from receiving support at a level basedhenlLEC’s costs, rather than on their
own costs?

Until and unless there can be some truly competitimeutral mechanism for
ensuring that rural ETCs’ rates are affordable agonably comparable to the rates
charged in urban are&st should be clear that the current identical suppule isnot

competitively neutral. Instead, it gives an adagetto the CETCs, which appear to

% OPASTCO Comments at 18-20.

%9 BEK Comments at 5-6; Embarq Comments at 21-23&tleoComments at 5-6; GVNW Comments at
14-15; ITA Comments at 4; ITTA Comments at 44-30BIComments at 4; MoPSC Comments at 18;
MRTC Comments at 13; NECA Comments at 9; NJBPU Centmat 6; NPSC Comments at 11; NTCA
Comments at 18-21, 26; OPASTCO Comments at 7-12ARTomments at 14-15; RIITA Comments at 6-
7; SCORS Comments at 2-3; TCA Comments at 6-9; TE€Idinments at 7; Verizon Comments at 11-15;
Windstream Comments at 7-8; WTA Comments at 22-24.

51 ACS Comments at 6-8; Corr Comments at 4; Dobsani@ents at 9-11; GCI Comments at 22-27;
NCTA Comments at 7; Sprint Comments at 10-13.

%2 As discussed above, the determination of whattitates“reasonably comparable” rates is one that th
Commission has not yet made to the satisfactichetourts.
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have, for the most part, lower costs than the weeihcumbent§® The identical support

rule is one of the primary causes of the growtthefUSF* It must be abandoned.

VIl.  THE JOINT BOARD SHOULD RECOMMEND THE ADOPTION

OF PILOT PROGRAMS FOR SUPPORTING BROADBAND

SERVICE.

Many commenters assert that the USF should sugipwdeployment of
broadband facilities and the services that travel them® Others argue that the USF
should not support broadbaftd.

There are also a wide variety of related viewsm&agay that even though
broadband should not be directly supported, the i@i@sion should require ETCs to
certify that they offer broadbarifl.There is also the view that carriers’ full castavery
through the USF will effectively support broadbahd:he MoPSC notes that “carriers

are finding creative, yet legal, ways to deployduatioand using the existing funding

formulas and definitiof’

% See NASUCA Comments at 20-21.

8 Again, to be fair, other related causes includerthe that maintains the level of support for ILl<E@hen
CETCs gain lines in their territories, and the tihlat requires the USF to support multiple linesrir
multiple carriers in a single household.

8 CenturyTel Comments at 22-26; CoBank Comments5&t@omspan Comments at 9; CU/CFA/FP
Comments at 7-49; Embarg Comments at 23-25; GVNWi@ents at 15; ITA Comments at 4;
OPASTCO Comments at 20-26; RTG Comments at 6-7.

% CcalPSC Comments at 7-9; Corr Comments at 5-8; NCo&ments at 3-4; RICA Comments at 15-17;
Time Warner Comments at 4-13; Verizon Comment$ata.

57 Frontier Comments at 9-10; GCI Comments at 27-29.
% BEK Comments at 8.

9 MoPSC Comments at 19; some of those ways areideddd. at 19-21.

13



Others say that broadband should be supporte@lsmthat the Commission
should not define broadband as a supported sefvisdew commenters say that
broadband could or should be defined as a suppsérice’ Others say that broadband
should not be supported and should not be defisedsaipported servi¢e.One
commenter says that broadband should not be sgapontil the Commission has fixed
the current high-cost systefn.

One commenter says that the Commission should @ageparate redefinition
proceeding? Another says that such a proceeding would be anane/®

Given all of these differences of opinion, but aaing the national goal of
advancing advanced services, it appears that gteapproach would be to adopt a
limited pilot program, as NASUCA recommended in ithiéal comments® As
discussed in the Public Notice, ALLTEL has proposech a prograrfi,on which

NASUCA offered comment$.

" ACS Comments at 10-12.

"L CUICFA/FP Comments at 13-51; ITTA Comments at 30MPSC Comments at 12.
2 T-Mobile Comments at 11-14.

" MRTC Comments at 18.

" NTCA Comments at 21-22.

" NECA Comments at 13.

® NASUCA Comments at 23-24.

" Public Notice, 1 4.

® NASUCA Comments at 11-12.
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AT&T presents details on another proposal in ithewents? For the most part,
AT&T's proposal appears reasonable, with the follayexceptions:

. AT&T would devote $1 billion to the “pilot” prografi This is
one-seventh of the amount currently consumed beitiee USF,
and is excessive for a pilot.

. AT&T would require recipients of the funding “tofef broadband
services in that area at an affordable rate fqregified period of
time (such as for five or ten year$)."The USF having paid for the
infrastructure, there is no reason to allow thepieat to withdraw
the service, or to price the service at an unaffblel rate, after
some period of time.

. AT&T would focus the pilot on areas served by “pricap”
carriers, especially non-rural carriétsGiven the vagaries of state
regulation, it does not appear that AT&T’s complgiabout non-
rural carriers’ ability to finance broadband invasnts have any
general credibility?

. AT&T would allow applicants “to group multiple underved
census blocks in a single applicatidh.For the reasons set forth
in NASUCA's initial comments; such “combinatorial”
applications can be problematic, especially whieeeet are
competing applications that do not cover exacteysame
territories.

With these exceptions, AT&T’s proposal deservessmeration.

9 AT&T Comments at 5-17. AT&T also proposes a végsl support program (id. at 17-21), which
NASUCA submits could be addressed as a separateppdgram like that discussed in Section Ill. adov

801d. at 6.
81d. at 7.
821d. at

8 NASUCA unequivocally rejects AT&T’s assertion thiae current high-cost mechanism provides
insufficient funding for non-rural carriers. 1d. B2, 16.

81d. at 15.

8 NASUCA Comments at 11.

15



One thing should be clear, however, about any tvaad pilot program: In order
to ensure that the program does not duplicate ueféorts that are occurring in the
absence of such a program, the pilot program shoulds on currently unserved areas,
as NASUCA initially recommend€ef. Others agre¥.

NJBPU points out that the Commission is currentigaged in a number of
broadband inquiries that would impact the use efllisF to promote broadband,
including definitions of advanced telecommunicasi@apability and data on the
availability of broadbanéf. At the very least, the process of developingat program
can begin in the near-term, to be implemented time@eediest areas are identified.

In an ex parte filed on June27, 2007, Qwest redealeombined plan for
expanding broadband deployment and reforming thie. UBhe former would be
accomplished through reverse auctions administeydte states, funded through block
grants “based on the percentage of unserved holgsehceach state.”

Qwest’s two-page plan is scarcely detailed enoogedquire serious response, but
two substantial questions arise immediately: F@stest’'s proposal assumes that all
states have commissions or other bodies that wwmeilchpable of performing the reverse
auction. And second, perhaps more importantly, wees not explain how the amount
of funding from which the block grants derive viokk determined, other than through

eliminating the ability of wireless carriers to lealt high-cost funds for more than one

8 NASUCA Comments at 24. AT&T’s proposal says thatould be available for “underserved” areas
(AT&T Comments at 6, 7, 15), but also states thit for “areas without access to such serviceaydd
Id. at 11. Defining “unserved” is relatively easligfining “underserved” is far more difficult

87 See Dobson Comments at 15-21; IUB Comments atibgisiteam Comments at 10.

8 NJBPU Comments at 12.
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connections per household. But will the totaltfoe block grants be the total dollars at
particular point in time represented by wirelessrarctions for which support is
eliminated? Qwest also does not explain how ibp@sal relates to the Congressional
direction for the Commission not to spend monelntdt the number of connections per
household?

Finally, in comments designed to increase broadipanetration with a different
focus, Rate Counsel and YourTel propose includinogutband service as part of the
Lifeline program® Given that the rates for broadband are typidailifner than those for
the basic service that Lifeline currently coversy ghe uncertainty as to the price point at
which broadband will be affordable for a low-incofaenily (and the corresponding
uncertainty as to the discount amount that wiltdspuired to produce affordable
broadband rates), it would be appropriate to hagd tfeline broadband program be a

pilot program as welff.

VIIl. THERE ARE OTHER HIGH-PRIORITY ISSUES FOR WHIC H
THE JOINT BOARD SHOULD MAKE RECOMMENDATIONS.

As expected, many commenters, like NASUCA, didvietv the five topics set

forth in the Public Notice as exhausting the urseesf important issues for long-term

8 See H.J.Res. 20, § 105 (governing spending thr@egitember 30, 2007). This prohibition has been
continuing since late 2004.

% Rate Counsel Comments at 7; YourTel Comments5at 4-
1 Such a program could focus on the AT&T footprimhere a $10 broadband rate and “naked” digital
subscriber line service are required under the AISBIC merger conditions. Séethe Matter of AT&T

Inc. and BellSouth Corporation Applications for Approval of Transfer of Control, WC Docket No. 06-74,
Memorandum Opinion and Ordd¥CC 06-189 (rel. March 26, 2007), Appendix F.
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comprehensive reform of the high-cost universatifdinNASUCA responds here to
some of the submissions of other parties.

First, it is important to present NASUCA'’s oppasitito certain of those
submissions. Most of these issues are ones orhWASUCA'’s positions have long
been on record.

NJBPU, as a significant net payor, makes the utalelable complaint that New
Jersey’s contributions significantly outweigh thgport it received from the USF.The
complaint is understandable as a basis for a dsenstrain the size of the fund. Yet
NJBPU also states, “The consumers in more urbaesssaich as ours should not be
expected to continue to subsidize telephone sefgraeiral consumers from a small
number of states’” But that is precisely what federal law requird®. the extent that
New Jersey focuses on limiting “distributions .. .oy those consumers and service
providers who are truly in need,” howevEINASUCA agrees.

But it should be remembered that New Jersey’s patsran not go only to the
high-cost fund, but also to the low-income fund fithools and libraries fund and the
rural health care fund. And the inevitable conidnof NJBPU's position is that no state
would pay more into the fund that it receives, i course would defeat the entire
purpose of a government-sponsored transfer proikanthe USF. Despite all that,

NASUCA -- on behalf of its members nationwide ahel tonsumers they represent --

92 See NASUCA Comments at 25-27.
% NJBPU Comments at 13.
%1d. at 4.

%d. at 2-3. NJBPU adds “and only to ensure afibid access” to this statement. Id. This diskdgyttre
concomitant requirements of reasonably comparaigces at reasonably comparable rates.
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strongly agrees with NJBPU that limiting the numbgsupported networks and defining
areas requiring support more clearly should beyankativator for the Joint Board and
the Commission.

Other comments raise objectionable positions. ekample, AT&T repeats its
support for a numbers-based or connections-basgdmation mechanisrf. Not only is
this subject well outside the scope of inquirids ifixes for the high-cost fund, it is
demonstrably both unnecessary and harmful to coesimAT&T also asserts that
reform of intercarrier compensation must be accawhpti?, that may be true, but, as
NASUCA has argued (and many others agree), thatmetan be accomplished without
adopting the Missoula Plan. The Missoula Plawlaith AT&T is the largest supporter,
has explosive impacts on the USF and consumergdduysreturning to the carriers that
reduce their access charges far more dollars fnemtJSF and elsewhere than they [8se.
The “AT&T USF Stabilization Proposal” cited by AT&F proposes to protect the USF
by reducing USF payments to CETCs that represg@tdeements for ILEC access
charges?* Yet on the other hand the Missoula Plan will exigl the USF through

guaranteeing, for the ILECs, replacements of accleasge dollars. And AT&T says

% AT&T Comments at 3; see also NJBPU Comments at 2.

" See, e.g., NASUCA April 6, 2007 ex parte, filedr45 , 01-92, 03-133, 04-36 and 06-122.

9% AT&T Comments at 3. It should be noted that pegrs AT&T was the only commenter to raise the
issues of intercarrier compensation, except ITBsing the need to solve the phantom traffic pnoble
Albeit as a way to reduce the strain of the USFTA Comments at 57.

% SEE NASUCA Reply Comments (February 1, 2006) ir9@1

10 AT&T Comments at 3.

101 AT&T March 22, 2007 ex parte at 10.
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nothing about eliminating ILEC receipt of the CALBSd MAG USF payments that
should have already been phased out.

A final rejoinder to AT&T is that its continued iistence on the elimination of
implicit universal service supp&fis contrary to the explicit finding of the 1 @ircuit.*3
Another position contrary to the ®@ircuit’s holdings is that taken by NPSC, which
suggests that the Commission should require statehimg funding as a condition of the
receipt of high-cost funding. The 1 @ircuit stated:

In Qwest I, we held that the FCC must develop mechanisms to
induce the states “to assist in implementing thegof universal
service.” 258 F.3d at 1204. In response, the R@Cdrafted a
requirement into its support mechanism for nonircaariers
requiring states to certify that rural rates wittheir boundaries
are reasonably comparable. If they are not, @esimust develop
and present an action plan to the FCC indicatiegsthte’s
response. If the state fails to do so, federadl$unill be withheld.

The Petitioners assert that the certification pseamnstitutes an
inadequate inducement. We disagfée.

An “inducement” is not a “requirement”; clearly,ah inducement is sufficient to be
lawful, a requirement is not necessary.

Other suggestions are less directly contradicteddoyt rulings, but no more
practicable or reasonable. For example, NRIC/S@$gert that the amount of support a
carrier received should be based on the carriegguiatory obligations®® This raises
difficult if not impossible questions about howgiace value (or costs) on those

obligations. And those obligations vary so muamnfrstate to state, from carrier to

192 AT&T Comments at 1; see also Windstream Commetr@is a
103 Quvest 11, 398 F.3d at 1232.
1%%1d. at 1238.
1% NRIC/SDTA Comments at 2-13.
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carrier and from year to year, that support amohasgd on such factors could hardly be
deemed either sufficient or predictabffe.

Windstream supports the adoption of an “affordaplienchmark.®” No details
are given; indeed the purpose of Windstream’s pabis unclear. One can surmise,
however, from Windstream'’s remark that “[a]fford#lgibenchmarking would help ease
the burden of the overall universal service fuffdhat Windstream intends that support
be denied where rates are affordable, and onlyewstes are not affordable -- or would
not be, without the support -- would support bewaéd.

On another front, CTIA understandably says thatiB& should pay more -- not
less -- to wireless carriers. This is becauserélaee now significantly more mobile
wireless subscribers than wireline switched actiess and mobile wireless services are
now the telecommunications of choice for the mé&jasf consumers:® CTIA’s view
overlooks a number of key factors: 1) the growtimiobile subscribership (whether in
urban or rural areas) has largely taken place withiSF suppott’, 2) only a small
minority of consumers have abandoned wireline serin favor of wireless service -- for
most consumers, wireless remains a complemenbt@ substitute for, wireline

servicé'; and 3) most importantly, it has not been shovat the receipt of support by

1647 U.S.C. § 254(b)(5).

197 windstream Comments at 9-10.

1%d. at 10.

199 CTIA Comments at 2 (footnote omitted).

1101 addition, the count of mobile subscribershipverstated because it includes, for example, dyam
share plan with four phones as four separate siphiscrs.

" geeid. at 7. We discount the surveys undertéelyWireless.org®.
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wireless carriers accomplishes much if anythingaimithe statutory goal of ensuring
reasonably comparable services at reasonably cainpanates in rural areds.

With regard to all of those factors, it appears tha concept of a separate
mobility fund deserves consideratigh.This would recognize the still-significant
differences between the two services. This isister® with the positions held by some
commenters that the USF should support at mostamywireless and one wireline
network!*

Dobson asserts, in effect, that the Commissiobliged to support an unlimited
number of ETCs in a given area, in order to proncotapetition:’*> Dobson overlooks
the requirement that designation of ETCs -- whetheural carriers’ areasr in non-
rural carriers’ areas -- must be viewed in lightha# overriding public interest

Finally, there are a number of comments that ansistent with positions that
NASUCA has taken in the past. These include:

. Expanding the contribution base for the U3F

. Restricting support to primary ling%

12 gee Criterion Economics, LLC ex parte (June 1872@t 3.
113 5ee CenturyTel Comments at 5-8; ITTA Comment$eh B
114 see NPSC Comments at 9; RTG Comments at 5-6.

5 Dobson Comments at 11.

1647 U.S.C. 214(e)(2) (state commissions design@@sEconsistent with the public interest,
convenience, and necessity....").

YU7E g., CenturyTel Comments at 2-5; NCTA Comment7a81; NJBPU Comments at 2,

M8 E g., MRTC Comments at 14 (support one wireling @ane wireless connection per household); NJBPU
Comments at 5.
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. Aggregating study area¥;
. Strengthening the tests for designation of ETCs.

All of these proposals deserve serious considerdtyothe Joint Board and the

Commission.

IX.  CONCLUSION
NASUCA appreciates the Joint Board’s consideraibNASUCA'’s
recommendations as set forth herein and in theli@dmments.

Respectfully submitted,

/s/ David C. Bergmann

David C. Bergmann

Assistant Consumers’ Counsel
Chair, NASUCA Telecommunications
Committee
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Silver Spring, MD 20910
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19 \MRTC Comments at 14-16.

120E g., Frontier Comments at 78; ITTA Comments a#41NCTA Comments at 23-26.
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