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Before the
Federal Communications Commission
Washington, D.C. 20554

In the Matter of: )

)
Federal-State Joint Board on ) CC Docket No. 96-45
Universal Service )

)

REPLY COMMENTS OF THE FLORIDA PUBLIC SERVICE COMMISSION
TO PUBLIC NOTICE SEEKING COMMENT ON
RURAL TASK FORCE RECOMMENDATION

On September 17, 1997, the Federal-State Joint Board on
Universal Service (Joint Board) announced the creation of the Rural
Task Force (RTF or Task Force). The RTF was directed to provide
assistance in identifying the issues unique to rural carriers and
to analyze the appropriateness of proxy cost models for rural
carriers. The RTF was further directed to present a report to the
Joint Board with recommendations on the establishment of a
forward-looking economic cost (FLEC) mechanism for rural telephone
companies. The Federal Communications Commission (FCC) specified
in its May 8, 1997, Report and Order that the Task Force was to
consider whether a FLEC mechanism for rural carriers should have
different platform design features or input values than the
mechanism adopted for non-rural carriers. ! The FCC’s public notice
soliciting members for the Task Force noted that three subgroups of
the RTF would focus on the specific issues of platform design,

input values, and the timing of the transition to the FLEC

' Fcc 97-157; CC Docket No. 96-45, Par. 254-255.
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mechanism. On September 29, 2000, the RTF submitted its
recommendation to the Joint Board. In general, the Task Force
recommended modifying the current embedded cost methodology. The
Joint Board is now soliciting comments regarding the Rural Task
Force’s recommendation. These comments represent the Florida
Public Service Commission’s (FPSC) opposition and concerns
regarding the RTF recommendation.
The FPSC acknowledges the different market characteristics

faced by rural carriers that have been identified by the Task

Force. Understanding these differences is critical to the

analysis of any proposal, and the work of the RTF to identify

these differences was very beneficial. It seems, however, that

many of these issues may be addressed by focusing in on a

different set of input variables than what was used for non-rural

carriers. Indeed, this seemed to be a fundamental request by the

FCC and the Joint Board. It is not apparent to this commission

that a thorough examination of the synthesis model was completed

before it was removed as a viable option for calculating support

for rural carriers. Specifically, we see no thorough examination

of alternative inputs that would more likely represent costs

faced by rural carriers. To compare the results of the synthesis

model using inputs for non-rural carriers to current embedded

support seems misleading. The only data pertaining to any

adjustments made to the non-rural cost inputs by the Task Force

relates to adjusting the benchmark and the geographic area to

which that benchmark is compared (i.e., from state to study
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area). The FPSC has reservations regarding perpetuating two
completely different high-cost support methodologies and urges
the Joint Board to proceed with caution when evaluating the RTF
recommendation.

In addition, it is not apparent that all of the estimated
costs of this proposal have been provided to the Joint Board. As
of yet, this commission is not persuaded of the need for
expanding support. The FPSC agrees with the comments made by the
New York State Department of Public Service (NYDPS) that the
RTF’s proposal fails to show that the support it recommends is
both necessary and sufficient support for rural areas. The RTF
recommendation results in an overall increase in the size of the
fund, without a reasonable showing that such an increase is
necessary to meet the goals of universal service. Without a more
detailed showing that this will be an effective solution, we
question this approach. While estimates of approximately $118.5
million were provided as to the cost of re-basing the High Cost
Loop Fund (consisting of $83.9 million for the indexed fund cap
and $34.6 million for the corporate operations expense
limitation), it is not apparent that other costs of the proposal
are available at this time. Specifically, the RTF proposes that
rural ILECs be allowed to recover costs related to catastrophic
events, growth that exceeds 14% annually (a so called “safety
net”), and additional funding for investments made after
acquiring exchanges from other carriers (a so-called “safety

valve mechanism”). No cost estimates can be found for these
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proposals in either the RTF’s recommendation or supporting white
papers.

The FPSC also supports the comments of the NYDPS that it is
premature for the RTF to recommend that support be provided for
advanced services. Currently, advanced services are not included
in the list of services supported by universal service. This is
an issue that the Joint Board, the Joint Conference on Advanced
Services, and the FCC will have to examine in the near future.

It appears to this commission that this reexamination of what
service to support should occur before these services are deemed
eligible for support.

Thus, we support the comments of the New York State
Department of Public Service and urge that the Joint Board

proceed with caution on the RTF’s recommendation.

Respectfully submitted,

Cynthia B. Miller, Esquire
Bureau of Intergovernmental Liaison

DATED: November 28, 2000
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