
and Transportation Commission (WUTC) and twcnh rural local exchange carriers (LECs).

to the comments filed regarding the above-reterenced petition filed by the Washington t ]tilities
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hevond a simple. straight-forward study area waiver I '-;TA explained that the petition raises

such complex issues as the use of disaggregation or support. the competitive consequences of

hasing universal service support on study areas. the USl' of proxy models for calculating costs for

rural companies. and the potential preemption of issue'; tl) he decided hy the Joint Board. among

others. (rSTA also pointed out that the issues raised hy this petition have the potential of altering

the ('ommission's universal service policies that have heen estahlished and are heing fllrther

l'ormulated in ongoing proceedings. Therefore. liS L\ ,lrgued that the Commission cannot allow

such significant policies to he modified in the context nfa single state's study area waiver

request. For the reasons stated helow. (ISTA continlll'" to advocate this position,

I. A METHOD FOR ASSURING ADEQIJATE UNIVERSAL SERVICE SUPPORT
FOR RURAL LOCAL EXCHANGE CARRIERS HAS BEEN ESTABLISHED
AND SHOULD NOT BE ALTERED WITHOllT FULL CONSIDERATION.

The Commission agreed with the Joint Board determination that rural service areas

should correspond to the rural telephone company'" sludv area,l In addition. the Commission

follmved the Joint Board recommendation to use emhedded costs to determine rural LEes' cost

01' providing universal service on the hasis that rural,.nmpanies average such costs at the study

area Ieve!.l The Commission has made clear that rur;d carriers will continue to receive universal

service support for all lines at least until January 1 :()()1 am1. in conjunction with this

determination. stated that it would defer consideration of support for rural LECs hased on

forward-looking mechanisms until that time. at the earliest.; This means that. at least during this

interim period. rural telephone companies will continue to receive universal service hased on

I Report and ()rder in Federal-State Joint Board on l lnivcrsal Service. CC Docket No .. 96
4). 1.~. FCC Rcd P,776. P,p,p, 1 (1996) (Report and ()rt!c")
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emhedded cost.

While the Commission has established a procedure for waiver on a case-hy-case hasis of

the general policy that rural telephone companies' stmh areas should he their service areas.
4

the

Commission and the Joint Board have concluded that 'hc study area should be the service area of

rural LECs and the CommissIon has specifically linked this determination with the fact that rural

I n's usc emhedded costs calculated on a study arca husis to determine universal service

support. These factors are interrelated. To hegin to change this policy in one state. as the

Wt !TC petition would dt). vvould he to prematureh and inappropriately prejudgc the hroader.

significant issues relating to cost recovery and univcr'.;t1 service calculations for all rural

companies throughout the country.

II. DISAGGREGATION OF SERVICE AREAS SHOULD BE SERIOUSLY
EVALUATED, BUT NOT IN THE CONTEST OF A SPECIFIC PETITION TO
CHANGE RURAL TELEPHONE CARRIERS' STIlDY AREAS.

lJSTA has advocated that all carriers. speci liLd Iv including rural carriers. should have the

flexibility to disaggregate universal service support Sl) that support to high cost areas can be

better targeted.' Furthermore. thc Commission agreed 'vvith the Joint Board's conclusion that the

actual level of universal service support should he based on the cost of providing service within

sub-units of a state-defined service area. such as ;1 \\Ii rc center or census block group." However.

significant issues associated with disaggregation rcmJln to be determined. Therefore. UST!\

would recommend that the ('ommission fully consick' options regarding the hasis for and

iThe procedure J(lr altering a particular rural ';crvice area is set forth in the Reporl and

()rdcr at 8880-8881.

, USTA Comments on the Recommended f)ecls;on in Federal-State Joint Board on

1!niversal Service. CC Docket No. 96-45.12 FCC RC'd R7 (1996) (Recommended Decision). tiled

I)ccem her J 9. 1996. atl J

"Reporl and Order at 8883
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method of disaggregation and the proper number ot' zones to avoid arbitrage. 7

III. USE OF PROXY MODELS FOR RURAL TELEPHONE CARRIERS HAS NOT
BEEN DETERMINED AND SHOULD NOT BE PREMATlJRELY .JlJDGED.

l rSTA has repeatedlv cautioned that rural carril.'ls should not be required to utilize a

proxy model that does not accurately predict the costs incurred hv such carriers and that to do

otherwise would threaten the maintenance of current ,1f!()rdab1e rates for rural customers and the

ahility of rural LEes to provide the necessarv net\vork upgrades to maintain high quality service

and access to advanced services,x As stated above. till' ('ommission has determined that rural

I,F( 's would not use proXy models until January 1 200 I. at the earliest.

The WUTC petition proposes reliance on the 11'oe nf a proxy model to allow the

disaggregation of universal service support. This would result in the premature use of a proxy

model for rural companies and should not be permItted hv the Commission. absent full

consideration of the proposal hv all who would he affected hy such a shift in nation-wide policy.

IV. LINKAGE OF THE COMMISSION'S PROCEDURE FOR APPROVAL OF
SERVICE AREA MODIFICATIONS AND DISAGGREGATION OF SUPPORT
SHOULD NOT BE SANCTIONED.

The Commission has established a procedure tl)l' obtaining study area waivers. This

procedure is not dependant on a request for disaggregation of universal service support. In tilCt.

the Commission has not specified a mechanism tllr nhlaining approval to disaggregate support at

this time. The Commission should not permit the 1\\\1 issues to he linked through its study area

waiver process and should not sanction a state cO!l1mlssion' s use of disaggregation to obtain

7,I..,'ee CiTE Comments 6-8.

~See USTA Petition for Reconsideration andnr Clarification of the Reporl und Orda.
iiled July 17, 1997. at 2: and llSTA Reply Comments nn the Recommended Decision. filed
Januarv 10. 1997 at 8.
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carrier acquiescence of study area waivers. Such a practice would vcircumscribe the normal

rulcmaking process where all interested parties have ~I Illll opportunity to provide their positions

and the Commission has a similar opportunity to consider all the ramifications of a particular

policy

V. CONCLlJSION

For the reasons stated ahove. USTA continues 1\ \ urge the Commission not to hastily ael

on the WllTC request without fully considering the !l(\licv implications of the significant issues

raised by that petition.

Respectfully sunmitted.
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