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"Iarlen" H, Dor1ch, Secrelary
Federal Communication, Commission
44512'" St=t S,W.
Wastunglon, D.C. 20554

~ fNeral-State Join! Boord on Unh'mal SeNke CC DockC! No, %-45

Dear /!.Is Dor1ch:

In this lener, CenluryTel CO~I' Ihe most egregIous mimalemenls and half­
Irulhs contained in Weslern Wireless', July 16.2003 n: parle presenlation made in Ihe aOO,-e_
referenced docke!. In lis .,,, p<me, Wesl~,,' WireleSi atternpls to deflocI scrutiny from t1><:: real
issues presemed by 11><:: Commiss;on'. pol;cy of providin8 Ul1ive~1 """"'i",, ,upport 10
competili\-e ETCs. particularly wireless ETCs, thaI do Iinle to ad"aIlce the Comn""lon',
uruvcnal SCf"ice policies.

Western Wireless'. latesl snack amounlS 10 lillie more thall ilS past disingenuous
and opponunistic argumenlS again'l rural universal service support, For ~ars, Western Wireless
has lilted al this particular windmill in all elaboratc attempl to lurn the CommlS,io" 's focus OrtlO
secondary issues concerning rurallLECs and av.-ay from tho genuine central questions
surroundi"g ilS own mOllves, oclio"s. and ill1enllons in rural America. The fae-t is that the
Commi.,ion slloold oot reduce uni'-elnl 'ervice 'Upportlo rural America and Weslern Wireless
know. il. If indeed rurnl universal service wppon levels w= as 'nflatoo as Weslern Wireless
argucs. it woold make lmle sense for WC$torn Wireless - itself Ihe beneficiary of len. of mill;on$
of dollar$ in supilOrt- to la~nch .uch an attack when il stands 10 rttci'-e the same amounl per
li"e a, Ihe lLEes.

WCSlcm Wireless aUempts to use smoke and mirrors 10 draw attention away from
the thorny qucs!>ons tt ,"nnol anSwCr: How docs supporting exiSl",g C\tRS calliers &$ ETCs
ad, anee uni,'ersal service m rur.rl Amenca? Why should regulators substanlially broo<JCI1 the
scope and "'lent of federal suppon mc<:hanisms 10 cover mobIlity in adduion to network access~

Wh~1 has cllanged that will pre"cm Westcm W""less from rl'Tlt~i"ing in rural markets when it
has done 00 profllably for many years with no suppon? It is widely koown in Ihc "'''eless
induslry that rural wireless calliers ha\'e had the inccnti'-e to build out rural markcts for years in
tmkr 10 eaplure highly profitable roamIng re'-ellUCS from olher wirel... pmviders. In lhe
absence <)flhc ILEC, rould WC,I"'" Wireless provide umversa1, affordable, reliable connoctlvity
10 ",-ery home alld bu,mess m tho regions whero it is certified as an ETC, and me<:l llle high
quality ofsen-Ice and regulalory standards ILECs provide loday':' What in,,"sImcnlS has il made
with the support II h.... received to further lhat objC<:llve? The fact that Weslern W"dess does
nol menlion i, Ihal illS making paltry inveSlmenlS"1 best tlmt d(> nol refl..,t the le\'el of support



they are now recci,-;ng, Rather. e"ery month, it poc~cts its SIlpporl pa}TI1cm at the expense of
Am<.'lican oonsunlers. doing nothing to enhance universal service in lligh-<:<>:st areas. Wall Streel
analym and company cx«:uti\'cs ha'-c clled that USF support received as an ETC is pracllcolly
pu~ margm.

NUMI nEes dlJ ntJl rt!ui,,,, ~ael!5si>'f!" uni"",.",,1 ut.'iu fUlIdillg. The
Commission should view Western Wi.cle..', claim that "[tJlla data show a $1.36 Billion gm ....1h
in projected annualltigh-eosl universal sCI'vice funds to [LEes o\-er the ['as! seven calendar
'1UMters' with great .,,",plleism. Not unly 1l3S eenturyTel bttn unable to ",plicate Western
Wireless's calculation, it is at odds ....-ith bolh ccmrnOO sense and lho detailed calculations
performed by OPASTCO only a few months ago. As OPASTCO dl.'fllOnstnlled Ln" d~1alled ex
fldlu prcsentat;c}D (0 lhe Comm,s,ion, total high""QS{ sUpJIOrt federal mechanisms provided 10 all
emim increased by roughly 5670 mllhon belwcen 2001 and 2003.1

This incr<:= docs "01 represem any dnmalie lI1crcase in overalllLEC fCvenues,
ho"'ever. Rather, il is largely Ihe resull of t"o CommisslOn deeisloos testructuring rural earner
mtcrslate access elwlrges and unlvcrsal """,icc suppor!. Firsl, in Ihc 2001 MAG Ord~r, the
Commission eliminalcd the carrier COnmlOn line charge (CCLC) by cr<:aling a new uni"ersal
serviee support mechanism, intcrstate common line support (lCLS), 10 replace it, This change,
which crcated roughly 5400 million in new expllcit untversal serviec support according to
USAC'~ latest projections'> was eomple'tcly rcvClluc-neulIal and did "nol affect <lvcrall =overy
ofmter,lale access costs by ratC-l)f.rctum carriCl1l serying high<OSl area.'i:·)

Secooo. in the RTF Order, the C<lmmission re-sized the ruml earrier high cost
loop sUJlPO'I fund to relieve a portLon oftbe cnlleal pres.-~ureon rural rates thal its cap 0I'l funding
growth had created since 1993 whon Ihe CommIssion put lhe cap in place,' USAC data fCveals

F~derol,Slat~ Joinl Baard on U"i''Crsal Sen,,,,,. CC Docket No, 96-45, E;;< pi1rte pre,onlalillfl
by Organi2alion for the Promotion aoo Adva'lCcmctll <>f Small Tc1ecommunicatiOlls
Companies ofSluan Polikoff, Unn",rsal Serwre In Rurul Ameri.ca. A C01lgressional Mondme
at RISk (filed Jan. 28. 2003), at Table 2 (Universal Sen';"e in Rural America)

l Univ~rsal S~rvic~ Adminislrati,'c Company. Federal Universal Servlec Suppon MechanISms
Fund Size Projections forthe Third Qualm 2003 (May 1, 1003), at 15 (USAC Tlrird QwJrter
100J Prqjecti<mS).

, Mul/l-A'5ocialion Group (MAG) Plan for R.-gulati01l olfn'ersWIe !)en'ices 01Na,,-/'riiX Cap
Joc"mfwm Local &clr.."ge Carriers a"d lntercrclumge c,"ru,rs, Second Repon and Order
and Fun~er Notice of Proposed R~lemakil\g in C Docket No. 00-256, Fifteenth Rcport and
Order ill CC Docket N<>. %-45, and Repon and Order in CC Dockel Nos. 98-77 and 98-166,
16 FCC Red 1%13. para. 15 (2001),

• Federal-Siale Jom, Boord on Uni'"",sal Sen'ice. Fourteenlh Report and Order. Twenty­
Second Orderon Reconsideration. and Further Notice of Proposed Rulcmaking in CC Docket
No. %-4S, and Repon and Order in CC Docket No, 00-2S6, 16 FCC Red 11244, para. 37,
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that lhil change added approximately $77 million in much-needed fu!>dmg to the HeL
me<:hanism to rover a portion of the fundmg shortfall that the cap has created.'

The bulk of the remainin!> illC!USc since 2001 consislS of high cOS! support
paymrnls 10 nev.ly.rnintcd wireless CETC•. USAC data shows lhat, ,n lhe p..,t !ie'..,n calendar
quarters. the numoorofCETC study areas receiving "n;'-=31 service funding has nearly
quintupled. from 12 in Ihe founh quarter <Jf2001 to t 05 in lhe third quaner (If 2003"
OPASTCa data from January, 2003 soow rnal. SlllCC 2001 alone, '>Yerall hlgh~osl funding to
CETCs hal increased from approximalely Sl2 mIllion 10 .pprox,m.tely SI07 million annually,
the ovcmhelmmg majority ofth.. gOIng 10 "',reless CETCs.' Western Wirdcss's ex parle
SnowS thaI this to",] has cominued to grow, placing overall gm""h in high-costluppor1 to
CETC, since 2001 at SI21 millio;m.'

Indeed. "hether the current figure i. 5101 million or 5121 millioll. il is only tf>e
tip of the proverbial iceberg. The percentage growth in CETC USF suppon is staggering when
compared WIth thc o~crall growth of the fund n"""alized for the impact of the MAG and RTF
orders, Whethcr thIS nation can afford to pro,'ide federal un; versal service support for almost
140 lIlllllon existing handsets recei ving plain vani lIa CM RS serv,CC is a 52 billion policy
4Ul'S1lOn for tf>e Commission and the Join! Board.' CenturyTel bclievC$ that. with broadband
services. scl>ools and libraries, rur:ol health care providCTI, and otl>cr wonhy causes competing
for universal servicc dollllT'S, tf>e CommiSSIon p01cntially on the bnn\: of a comprehensive

I U.'>AC n"rd Qwma 1003 Projcclions at II.

• iii. al 10; Umversal Ser~ice Administrative Company, Fcderal Universal Service Support
M~hallisms Futld Size Projectioos for the Founh Quarter 2001 {Aug. 2. 2(01). al Appendix
HC·I (showing 22 CETCs =eiving suppon).

Uni",,",,,,1 Senrce In Rural Amalea, at Table 3.

, W..lem Wifeless & Po"': at 1

• According to OPASTCO. ifll>e remamlllS wireless camet'S nationwide we«: to reeei"e CETC
slatus. hIgh COSI fundi"g would need to grow by alleast 52 billion, Uniwrsol Sen-ice in
Ruml AlIlerica. at 21 and IIAO. OPASTCO (_puled lhis figuTe by al'l'l}1ngthe ratio of
wireless to wircline lines to me exisling 53.2 billion in high-eost suppon fe<Jcralllleehallisllls
pro~ide. WhIle OPASTCO computed thaI ",tlon at 69 pc1'C~Ill. its calculatIons appear to be
eonse,valwe for al IMSttwo reas<ms. First, the ratio ofwireless_ta-wireline lines lias grown to
73 percellt as of Dee, 31. 2002. ",cording to Ih. laleSt Commission data, ue Local Telephrme
Compelllion: StatllS as ofDeumbe. 31, 1002 (lnd. AnalysIS and Tech. Div .. W;relit>e Comp,
BUT,. reI. Jun~ 2003) al Tabl~ 1 (shoWing 187,508.810 wj.~lit>e lines), Table 13 (showing
I36.261 .491 wireless handst1s). Second. lh~ wireline rount includes aWroxlDlalely 24.8
million lln~s sen'cd byCLECs. Counting only ILEC hnes. Ihe ratio grows To almost 84
percenT. Third, the compulatlollS assume lhal CMRS cam"", would IlOl focus additional
marl<eting ~lTons in areas where suppon amou"ts were higl1er. and would resist the incentive
to "gume the systCnT~ bj. for ~xarnpl •. couming all handsets sharing a common oockct of
minutes as illdi"idual lines or encouraging (ustOmCJS 10 designate a billing address III areas
wben: greater amounts ofsuppon are a"ailable.
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owrhaul of inten:amer compeasation mechanis,n$, and comributioo factNS escalating rapidly
beyond subscribers' ability or willingness to pay, this is not the time to Ki~ a 52 billion handout
to a CMRS indUSlry lhat has made no showing ofnced. To the contrary, muillple CMRS carri ....
are already opcrallng profitably in mosl rural markets today wilhout such supporl.

Hilfh-<;<>st '''';'''''$,,1 .e....u .uppe,' help. Aeep ,,,,al raf", affe,dable oml
,e"Mu.ably cemp..,."bl.,., urbo" rotes. Western Wireless's broadside anack on rate-<lf-retum
regulanon and rural ILEC accounting verges on libel Offering no ev,deTlCe, but plt:rlty of rank
Sf""'ulation and innuendo, WeSleen Wireless suggests Ihat rate-<lf·r.turn carriers have investeod
Inefficiently a",1 violated tM Commission's accounting rules in preparing Iheir regulatory books
ofaccount. This is p;u1icu!1llly offensive in light of the fact thaI wireless CETC. are not requirer;!
to file cost studies to jliSlify troe" re...ipl of sUJlPOrt but rccei". Funding based on the ILEC's
costs,

The fact is that the Conunissioo debunked the so-called ~gold plating" myth year:<
ago, .tating thaI, "our experienee in """iewing section 214 enny applications receiver;! in recent
years leads us to conclude tliat "I"ually no carriers, rale-of.r.turn carriers or others, are in f.CI
attempting to 'gold.plate' their oet"'<Irks at tbe expense of consurners.~10 In today's uncertain
economic, competitive. and regulatory climate, a carrier "'ould be foolish 10 engage in such
conduct. Further, while certain large 'elocommunications companIes evidently have engaged in
queshonable accounting Jlf3CI,CCS, lhere Ilas been no showlIIg wliatsoever ofany systematic
accounting problem anlOng indepefldent rate·of·return carriers that faced correspondingly less
pressure from Wall Sueet in th. years leading up 10 tlie bursting oFthe ~tC"h bubble,~

Contrary 10 Western Wireless's unfounded allegations, ",le-<lf·return rcgul<llion
IlClther conslltul~'S a go,'.mment "'guarantee" of investment recovery nor does it harm
compeu!ion, ILECs are provided only with. reasonable opportunity to recover their costs
including their aUlhorize<! rate of return. Competlt;on may prevent an ILEC from achIeving full
r.covery. (Indeed. if an 11.25 percent return were in Fact inflated, as Western Wireless sugs<'sts.
then countless competitors basing their rales on 10'" er rates of return would be consiStenlly
unde",utting l\IrallLEC prices, dri";ng down ratC! and earnings for [lECs and CLEO. alike),
ThIS proceeding IS neither the time nor the place for a wholesale reexamination of rdte-<lf·""turn
regulation or the authorized ",te of return,

Nu UNO ANU"'S the uus Ie which CETCs put/heir ",,/veNal u,."lre suppo,t
,,'i"dfaIL While CenturyTel wekomes Western Wireless's concession that it is required to
comply with Section 254's mandate tlu,t it use USF funds to suppon and maintain unlnrsal
S':'I">"C., tile fael is tliat no one al the Commission, SllIle commissions, or the Joint Board knows
wMther any particularCETC actually is complying with this mandate. Unlike ILECs, a CETC's
suJlPOl'l is not based on any measure afiaown costs but, rather, on those aflhe ILEC Thus, in
blatant violation oFS<>ction 254("), a CETC may receive high.cost suJlPOl'l whether or not its
oosa nre aclually ··high," as d.fined by the Commi""ion, and therefore, whether Or not such

,. ImplemenIallOIl of!kcllOn 4fJl(b)(1)(A} ofIhe Teleromnlll"ie(JriOtl!i .'leI of1996, Repo" and
Ordcc in CC Dockct No. 97- t 1 and Second Memorandwn Opinion and Order In AAD File
No, 98.43, 14 FCC Red 11364, panl, 13 (1999).



suppon can actually be used "for Ihe (lfovision, maintenance, and upgrading of facilities and
<;ervices for which the support is intended." 47 U.S.c. § 254(.).

Indeed, CcnturyTd finds it nothing short of laughable for Western Wireless to
attaek the usc of rural carrier aClual costs t<) compute support le,·cI., given that CETC suppon i.
not based on ,my measure oftlle CETC"s costs, but ratller, strictly minors the lLEC's support"
ILEC. =eive support based on actual inHstments tlley have already made in pnor )""rs,
CETC support, in contrnsl. is not uc-d to CETC in"estment at all, btU simply mimics tl>c: ILEC's
support levels" hether the CETC intend. to deploy any facililies what.soever or nOlo

In many C<lSes, wireless CETC. uSC federal u",versal servlCC support to fund
inhen:nt ineffiCIencies in the wireless industry due to the lack ofa COmmQll wlrele", standard.
Most rural wireless camers ilke Western Wireless (a"nOl decide which tC\:hnology platfonn to
use; CDMA, TDMA, GSl>l, analog. etc. Yct in ordcr toca~ the maximum amount of
roaming re"enue Western Wireless in'·est. in multiple technologIes to capture reven..e. from
other wireleSi providers, yet its own consumers have ""CesS to Ihe wird= standard the
company chooses to sell them,

Even pUlling aside costs, CETC. an: subject to virtually no scrutiny either at the
Commission or before statc PUC. that .....ould reveal the CETC"s use ofhigh""",,"t universal
.",.v":,, funds, WhIle ILEC. routinely mustjUSlify their use ofuni"eTul service funds, CETC.
are f= as a practical maUer 10 simply trut s..eh .uppon as a ,,~ndfall for their shareholders. As
CenlUryTel pointed out in its comments, CenturyTd Comments at 34·35, many states require
little more than a oroc-sentence affidavit from a CETC before certifying its compliancc with
SectiOn 254(e). Plamly, the intenl oflhal section requires more.

Nellhe' Ihe CommissiOIl'"'' SIIIIe c"mmUsi<ms Iypically fully c,,"SI"~rth~

Impact Oil ,uraltrleeo/lf/lfu"lca,lo"S thatlhe Acr uqulus /wfou designlliinc IIddiliolllll ETCs
In rU'II1 """'" As CenturyTel explained i" its comments, CenturyTel Comments al 17,31,
Section 214(e) of the Communications Act requires the Commission or .tate commission to
make an affirmative public interest detennination before designaling additional ETCs in rural
areas, 47 U.S.c. § 241 (e)(2), and establishes I..... defaull thai a CETC shOtJld serve a rural ILECs
entire sludy arca, 47 U,S. C. § 214(e)(5). Despite this clear statutory command••late
commissions and this Commission have routinely grantod applications fo,. CETC cel1ification 1(1
SCTVe only a portion (If a rural carrier's sTudy area ",toout engaging in the rigorous anal)"sis
required. IndC'ed. the Commission ollen issues no wrillen order whatsoever, Telying instead on
an ~auto·grant"' pr<X:edure that operales despite the fding of substantial and material written
objC\:lions.

R",,,11LEC. ,," 0" fund"lfl~ntllllJ'differ~ntfoorlng f,- "ther rU'lll
compelitlNY. Conlr~ry to Western Wirek",'s assertion, rural ILECs have obligations that difTer
substanhally from those ofother carriers .erving rural =as. These obligation. increase a runtl
ILEe's costs and would justify providing it ",th greatc' suppon than a competing CETC

11 Set'" CcnturyT(I C(lmments al 34.

,



First. despile Weslern Wireless's claims, lhe carrier of lasl resort obligalions Ihal
rumllLECs shoulder und.... fooerallaw diIT..- subslant,all~ from tho.., placed on CETCs, Unlike
lheir CETC cOOlpetilors, each rurallLEC has alwaY" commined to providing high-<jualil~,

~Iiable, wj~line service as lh~ eamcr-of·wHesorl 10 !he enli", S1ud~ area il serves, To m""l
lhis obligalion. each rurallLEC na... undertaken to construcl lhe onl~ ubIquitous rural nelwe,k in
its sludy anr~ mid is uniquel~ able to shoulde' lhe earner of lasl resort responsibiiil~ wilhout
relying on any anolhercamer's fileililies, Se<;tion 214(e)(1 )(A) pennits ETCs to discha,~e !heir
universal service obligations using a combinalion of lheir 0"'" facililies and resale, CETC.
r()Ulinely lakC advantage ofthis S""tion 214(e) loophole, using lhe ILEe's UN Es and resale
services to meet their uruversal serv,cc obhgaltollS. Such CETCs, however, do nol advance lhe
Commission's uni'-ersal service goals or enhance th~ selVice options available to rnra.l
consumers.

Second. howing 10 compelitors' pleas regarding their lack of facilities, Stale
commissions oft"" certif)' a CETC to serve only a ponion of the rural IlEe', study Illca K'ilhom
Impwmg any abUg<JIion on lhe CEre to deploy newfaci/ilies 01' uplmd its ""'''rage area.
S""t;on 214(e)(5) establishes a congressional prefere"",e for CETCs ....'TVmg IUral areas to
comm,l lU Ser'.-e the enlire nmll ILEC's Sludy area. Thus, even ifa CETC musl iniliall)' provide
service using a combinalion of resale and il& own facilities. the Commission should enac:t
policies that et>CoUl'3ge all CETCs 10 progress to the point "'here the)' can shoulder carrier'<lf­
last-lCson obligation~ with()Ut reson 10 another camer's network for assistance. Today, in
coni","!. CETCs SOlVing rural atC".lS f«:<JuClltly cho<:>s<: not to ""rve the enlire study area, limiting
Ihem..,I,'cs to the most profitable or most convenient eUSlOmers and making no elTon to expand
to ""rve the entire ltudy a.rea.

Third, smle comm'ssions Impose on rurailLECs serv;"" qualily obligations and
reponing re<]uirem~ms Ihat few CETCs face, CETCs frequently use mobile wireless tcchnology
to provide service lhal is lower in cost, lower in qualily, and lo,,·t:r in reliability than lhe ILEC"s
w,reline network, with no obligation 10 meet any minimum service quallly standards. Further.
Cl"Cs seldom, ifc"Cr. prov,de cuslomers with long distance chOICes by offering equal access 10
the im.",xchange camer of a customer's choosing, aslLECs mUSl do,

Fourth and finally. unlike rural ILEes. few wireless CETC. proVl<le unlim,lw
local calling for a Oat momhly rale. despIte the Commission's conclusion tRatthe supported
package of =vices should include "minimum local usage component,"

FiOh. some CETCs in rural areas seek out and exploit rcgulalOry arbitrage
"pportuniti~'S, Rural sludy areas are not ~lle..rymandered." but relle<;tthe hislOrical growth of
telepoone se,vice across America. These sludy areas lypically contain areas with diverse COSI
characterislics Ihat disaggregation ofsuppon cannol fully reflect. Cenlur~Tc1 is not aware ofany
study area anywhere in America "'here Implicil subsidies ha,..,!xcn conclusively er'.idicated
from Ihe rale slruClure. and the Commission, even III eoncert wilh the Joint Board, cannol soh"e
Ihall'rol:llem aim,.,. Rather, the solulion lies in exlensi'"e work b)' state commissions to
~balance local rates. followed by deregulation 10 allow market forces to act. In the meantime,
CETCs can be expected 10 attempt to target areas where ,t '" most economically ad,antage<l\ls
for the'fll 10 do business, Stale commissions, tlierefo"" should view wilh great skepticism lh~
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como"tm,,"t 10 rural America ofany CETC proposing to sef\'C only a portioJl of a rural study
""'" without expanding beyond Ihal initial footprint

• • • • •

In short. most CETCs. and wireless CETCs in particular, have demonstrated no
comm,lntenl 10 providing high-qualny. rehable, affordable ,c1eccmmunlCa(lons services t<> rural
America Inslead. their nascent mid 011 the federal univ""",[ service support m«,hanism. does
litlle to fosttT univmal service goals in rural markets. As CenturyTcl Ittommends in ia
commenll. the Commission should not accommodate III""" profit<:en 81 the expense of universal
service In rural Amen",", Rather. the Commission should:

• Adopt dcarnalional rules lhal require the Commission and stale commissIons
10 engage in a rigorous public inl¢«'st analysis and demonstrate thaI providing
fedoral Wliversal service funds to a competili\'c carrier WIll onlLam:e scry;••
with,n a panicular rural sludy area;

• Require rural CETes 10 offer all sUPIlO"ed servictS, iocluding unlimiled local
usage, al llle level of quality that .,.istiTlf! clUTiers must meet, and to accept
clUTier of la5\ re$lm obligations throughout the rural earner study arca;

• Require rural CETCs to serve the cntire :!ludy area of tile rurnl ILEC, as
re<jUlred by Seetu", 214(eX5), migr1l1ing ali cUSlo,ners 10 ill; own facilities
over a reasonable period ohime; and

• Provide suppo" to a CETe based on the CETC's own costs. nol lltoS. oflhe
ILEe.

Tbese four SImple steps would bong the Commission's implemenllllion of Seclions 214(1') and
254 far closer to the language and inlent of tbe Communications Act, and pay jp'Cal dIVidends for
rural America. Western wireless's ad"ocacy 10 the eonlrary l]m:alens to creale a '"race 10 lhe
bottom" in rural markets lila! would 1\01 serve llIe long-term besl interests of rural COIlSum.... ,

Vr:ry truly yours.

John F./ones
Vice President
Federal {j(,vemmenl Relations
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