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Introduction

Harris Skrivan & Associates, LLC (HSA) provides financial and regulatory services to

both rural and non-rural Independent Local Exchange Carriers throughout the United States.

These comments represent the position of HSA on behalf of its clients.

Use of a proxy model

A great amount of resources in both time and money have been expended in an attempt to

develop a proxy model.  The Joint Board Recommended Decision recommends that the

Commission’s Cost Proxy Model be used for federal universal service support, even though inputs

have not been established nor have estimated results been published.  However, the most serious

flaw in the use of this model is the inability of the public to use it.  To date, the model requires

access to proprietary data on the geo-coded location of subscribers throughout the United States.

This data has not been made available to the public except through prohibitively expensive

licensing fees.
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The Joint Board recommends that the forward looking economic costs (FLEC) for each

Incumbent LEC study area be compared to the national average FLEC.  Study areas which exceed

a threshold (such as 15% to 50% above the average) would receive funding.  It is not clear that use

of FLEC studies for this test would produce significantly different results than comparing the study

area actual embedded cost to the national average embedded costs.  Based on the Joint Board’s

change in procedures, we recommend that the Commission investigate the feasibility of continuing

the use of embedded costs to establish universal service funding amounts.

The Joint Board recommends that the Commission’s cost proxy model only be applied to

non-rural telephone companies and not be used as precedent for establishing universal service for

rural telephone companies.  However, while we agree with this recommended policy, we think it is

unrealistic to think that the model adopted for use for non-rural companies will not also be used for

rural companies.  For example, many of the rules adopted for price cap companies in the FCC’s

Access Reform proceeding have been proposed for adoption by non-price cap companies.

Many millions of dollars of resources have been used in the development of the BCPM,

HAI and Commission cost proxy models.  Similar resources are not available to rural telephone

companies to develop a realistic alternative for rural carriers.  While the Rural Task Force (RTF)

has been asked to investigate an alternative, no funding has been made available to the RTF to even

examine the proposed model, much less develop an alternative!

Inputs have yet to be decided upon and the results of this model are unknown.  The

Commission must still decide how the inputs to the proxy model will be determined.  And, there

will be no opportunity to review the final results of the model after the inputs are selected.

Based upon these facts we cannot help but be skeptical of the results of the model.

Numerous issues need to be resolved before a forward-looking model can be reasonably
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implemented.  Therefore, we recommend that the Commission reject the proxy model and rely on

existing methodology based upon embedded costs.

“Affordability” and “Reasonably Comparable”

The focus of the Second Recommended Decision is on the impact of Universal Service

policy and rules on the continued affordability and reasonably comparable rates.

Even though the Act does not define reasonably comparable rates, the Joint Board, through

the Second Recommended Decision, interprets the term to refer to a “fair range of urban and rural

rates both within a state’s borders, and among states nationwide”.  However, since no inputs to the

proxy model have been defined and no results evaluated, the Joint Board is not in a position to

establish a fair range.  That is why the Joint Board is forced to provide unreasonably broad

guidelines, such as paying support for costs exceeding the national average by 15% to 50% (a

range of 333%) and suggesting a state assessment cap of 3% to 6% ( a range of 100%).

The Communications Act requires that consumers have access to rates and services “in

rural, insular and high cost areas” that are “reasonably comparable” to rates and services in urban

areas.  Absent any proxy model output for consideration, the Joint Board cannot be confident  that

the rates are reasonably comparable.  Prior to moving forward with proxy models, benchmark

costs, affordability targets and state assessment rates, the Commission should establish and define

the final parameters for the proxy model in order to ensure reasonable comparability.

The Two-Step Process

The two-step methodology proposed by the decision is flawed.  The major problem with

the Joint Board proposal is that the Commission would transfer a significant portion of its funding

responsibility (even under the proposed “hold harmless” provisions) to State Commissions.  First,

this is poor policy because the States already have state universal service funding programs with
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which to deal.  Second, the timing required for State Commissions to establish the necessary rules

and procedures, assuming even accelerated procedural schedules, would put implementation far

beyond the scheduled date of July 1, 1999.  Further, many states may be required to make

legislative changes before the State Commission has the authority to implement such

recommendations.

Hold Harmless Provisions

The Joint Board recommends that non-rural carriers’ support not be reduced.  It further

recommends that the overall funding level not increase.  The combination of these two

recommendations means that either non-rural carriers’ existing support is frozen or that it will

increase and the support available to rural carriers will decrease.  If the non-rural funding is

frozen, the proxy model process becomes meaningless, unless the proxy model results are used to

allocate existing study area costs between rural and urban areas as requested by the Washington

Utility and Transportation Commission for rural LECs.  If the rural funding is reduced, it will

harm those consumers which are supposed to be protected by Universal Service provisions.

Summary

We support Congress’ commitment to ensuring that rural, insular, and high cost customers

are protected.

We do not believe that use of forward looking economic costs is an improvement over the

existing universal service methodology.  Until a reliable and publicly available model with realistic

inputs is developed, the current mechanism should continue.

We believe that the Commission and the rest of the Industry should acknowledge that the

process implemented for non-rural carriers will, in spite of various protests to the contrary, be a
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strong precedent for rural carriers.  The only practical alternative is to provide significant funding

to the Rural Task Force in its efforts to develop an effective alternative for rural companies.

The “hold harmless” provisions of the Recommended Decision, when contrasted with the

recommendation not to increase the overall size of the fund, make the entire proxy model process a

meaningless exercise since current funding levels will be effectively frozen.

We support the healthy and constructive dialog between federal and state regulators with

different perspectives on high cost universal service.  However, we fear The Second Recommended

Decision points the industry, particularly the rural carriers, in the direction of more modeling, more

price regulation and more Universal Service uncertainty.

Respectfully Submitted,

____________________

Michael T. Skrivan
Harris, Skrivan & Associates, LLC
8801 S. Yale, Suite 450
Tulsa, OK   74137
(918)  496-1444
e-mail:  tulsa@hsatel.com
December 23, 1998
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The Honorable William E. Kennard
Chairman
Federal Communications Commission
1919 M Street, NW, Room 814
Washington, DC 20554

The Honorable Michael Powell
Commissioner
Federal Communications Commission
1919 M Street, NW, Room 844
Washington, DC 20554

The Honorable Susan Ness
Commissioner
Federal Communications Commission
1919 M Street, NW, Room 832
Washington, DC 20554

The Honorable Harold Furchtgott-Roth
Commissioner
Federal Communications Commission
1919 M Street, NW, Room 802
Washington, DC 20554

The Honorable Gloria Tristani
Commissioner
Federal Communications Commission
1919 M Street, NW, Room 826
Washington, DC 20554

The Honorable Julia Johnson
Commissioner
Florida Public Service Commission
2540 Shumard Oak Blvd.
Gerald Gunter Building
Tallahassee, FL 32399-0850

The Honorable David Baker
Commissioner
Georgia Public Service Commission
244 Washington Street, SW
Atlanta, GA 30334-5701

The Honorable Laska Schoenfelder
Commissioner
South Dakota Public Utilities Commission
State Capitol, 500 East Capitol Street
Pierre, SD 57501-5070

The Honorable Martha S. Hogerty
Secretary of NASUCA
301 West High Street, Suite 250
Truman Building
P.O. Box 7800
Jefferson City, MO 65102

Charles Bolle
Public Utilities Commission of Nevada
1150 East William Street
Carson City, NV 89701

Irene Flannery
CCB, Accounting Policy Division
2100 M Street, NW, Room 8922
Washington, DC 20554

Paul Gallant
Federal Communications Commission
1919 M Street, NW, Room 826
Washington, DC 20554

Lori Kenyon
Alaska Public Utilities Commission
1016 West Sixth Avenue, Suite 400
Anchorage, AK 99501

Mark Long
Florida Public Service Commission
2540 Shumard Oak Blvd.
Gerald Gunter Building
Tallahasse, FL 32399-0866

Sandra Makeeff Adams
Iowa Utilities Board
350 Maple St.
Des Moines, IA 50319

Kevin Martin
Federal Communications Commission
1919 M Street, NW, Room 802
Washington, DC 20554

Philip F. McClelland
Pennsylvania Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120
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Thor Nelson
Colorado Office of Consumer Counsel
1580 Logan Street, Suite 610
Denver, CO 80203

James Casserly
Federal Communications Commission
1919 M Street, NW, Room 832
Washington, DC 20554

Rowland Curry
Texas Public Utility Commission
1701 North Congress Avenue
P.O. Box 13326
Austin, TX 78701

Brian Roberts
California Public Utilities Commissions
505 Van Ness Avenue
San Francisco, CA 94102

Patrick H. Wood, III
Texas Public Utility Commission
1701 North Congress Avenue
P.O. Box 13326
Austin, TX 78711-3326

Walter Bolter
Florida Public Service Commission
Gunter Building, Suite 270
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0850

Doris McCarter
Ohio Public Utilities Commission
180 E. Broad Street
Columbus, OH 43215-3793

 Mary E. Newmeyer
Alaska Public Service Commission
100 N. Union Street, Suite 800
Montgomery, AL 36104

Linda Armstrong
Federal Communications Commission
CCB, Accounting and Audits Division
2100 M Street, NW, Room 8608
Washington, DC 20554

Craig Brown
Federal Communications Commission CCB,
Accounting and Audits Division
2100 M Street, NW, Room 8613
Washington, DC 20554

Barry Payne
Indiana Office of the Consumer Counsel
100 North Senate Avenue, Rm. N501
Indianapolis, IN 46204-2208

Brad Ramsey
NARUC
1100 Pennsylvania Ave, NW
P.O. Box 684
Washington, DC 20044-0684

Tiane Sommer
Georgia Public Service Commission
47 Trinity Avenue
Atlanta, GA 30334

Peter Bluhm
Vermont Public Service Board
Research Drawer 20
112 State St., 4th Floor
Montpieller, VT 05620-2701

Carl Johnson
New York Public Service Commission
3 Empire State Plaza
Albany, NY 12223-1350

Susan Stevens Miller
Maryland Public Service Commission
16th Floor, 6 Paul Street
Baltimore, MD 21202-6806

Tom Wilson
Washington Utilities & Transportation
Commission
1300 Evergreen Park Drive, SW
P.O. Box 47250
Olympia, WA 98504-7250



9

Lisa Boehley
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8924
Washington, DC 20554

Steve Burnett
Federal Communications Commission CCB,
Accounting Policy Division
2100 M Street, NW Room 8618
Washington, DC 20554

Bryan Clopton
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8615
Washington, DC 20554

Lisa Gelb
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8601A
Washington, DC 20554

Charles L. Keller
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8918
Washington, DC 20554

Robert Loube
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8609
Washington, DC 20554

Sumita Mukhoty
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8621
Washington, DC 20554

Kaylene Shannon
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8907
Washington, DC 20554

Matthew Vitale
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8600
Washington, DC 20554

Sharon Webber
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8920
Washington, DC 20554

Adrian Wright
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8614
Washington, DC 20554

Andrew Firth
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8400B
Washington, DC 20554

Emily Hoffnar
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8617
Washington, DC  20554

Katie King
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8625
Washington, DC 20554

Brian Millin
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8403
Washington, DC 20554

Mark Nadel
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8916
Washington, DC 20554
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Richard D. Smith
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8612
Washington, DC 20554

Melissa Waksman
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8914
Washington, DC 20554

Jane Whang
Federal Communications Commission
CCB, Accounting Policy Division
2100 M Street, NW, Room 8905
Washington, DC 20554

William Gillis
Washington Utilities and Transportation
Commission
P.O. Box 47250
Olympia, WA 98504-7250

Robert Schoonmaker
GVNW, Inc.
2270 La Montana Way
Colorado Springs, CO 80918

Thomas Beard
Utilicore
1549 State Street
Sarasota, FL 34236

Carol Ann Bischoff
Competitive Telecommunications
Association
1900 M Street, Suite 800
Washington, DC 20036-3508

Jack Brown
Golden West Telecommunications
Cooperative, Inc.
410 Crown Street
P.O. Box 411
Wall, SD 57790-0411

David Conn
McLeod USA, Inc.
McLeod USA Technology Park
6400 C Street NW
P.O. Box 3177
Cedar Rapids, IA 52406-3177

Gene DeJordy
Western Wireless Corp.
3650 - 131st Avenue, SE
Suite 400
Bellevue, WA 98006

Billy Jack Gregg
West Virginia Consumer Advocate Division
723 Kanawha Blvd., East
700 Union Building
Charleston, WV 25301

Evelyn Jerden
Western New Mexico Telephone Company
4070 N. Circulo Manzanillo
Tucson, AZ 85750

Elstun Lauesen II
Tanana Chiefs Conference, Inc.
P.O. Box 80827
College, AK 99708

Joel Lubin
AT&T
295 N. Maple Avenue, Room 5462b3
Basking Ridge, NJ 07920

Joan Mandeville
Blackfoot Telephone Company
1221 N. Russell Street
Missoula, MT 59802-1898

Chris McLean
USDA, Rural Utilities Service
1400 Independence Avenue, SW
Mail stop: 1510
Washington, DC 20250

Gwen Moore
GEM Communications
4201 Wilshire Boulevard, Suite 301
Los Angeles, CA 90010
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Jack Rhyner
Telalaksa
2121 Abbot Road
Anchorage, AK 99507

Jack Rose
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

David Sharp
Virgin Islands Telephone Corp.
P.O. Box 7610
St. Thomas, VI 00801

Steven Ward
State of Maine Public Advocate Office
112 State House Station
193 State Street
Augusta, ME 04333-0112

ITS
1231 20th Street, NW
Washington, DC 20036


