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I. INTRODUCTION 

1. In this Notice of Proposed Rulemaking (Notice), we seek comment on the Recommended 
Decision of the Federal-State Joint Board on Universal Service (Joint Board) concerning the process for 
designation of eligible telecommunications carriers (ETCs) and the Commission's rules regarding high- 
cost universal service support.' In its Recommended Decision, the Joint Board recommended that the 
Commission adopt permissive federal guidelines for states to consider in proceedings to designate ETCs 
under section 214 of the Communications Act of 1934, as amended (Act)? In addition, the Joint Board 
recommended that the Commission limit the scope of high-cost support to a single connection that 
provides a subscriber access to the public telephone network3 Finally, the Joint Board recommended that 
the Commission further develop the record on specific issues identified in its Recommended Decision 
relating to the high-cost support mechanism, including identification of mobile wireless customer 
location:' and standards for the submission of accurate, legible, and consistent maps? We seek comment 
on whether the Joint Board's recommendations should be adopted, in whole or in part, in order to 
preserve and advance universal service, maintain competitive neutrality, and ensure long-term 
sustainability of the universal service fund. We also seek comment on several related proposals to 
streamline our rules governing annual certifications and submission of data by competitive ETCs seeking 
high-cost support. 

, ,  

'Federal-State Joint Board on Universal Service, Recommended Decision, CC Docket No. 96-45,19 FCC Rcd 4257 
(2004) (Recommended Decision). 

Recommended Decision, 19 FCC Rcd at 4258, para. 2. See also 47 U.S.C. 4 214(e). The Communications Act of 
1934 was amended by the Telecommunications Act of 1996. Pub. L. No. 104-104,110 Stat. 56 (1996) (1996 Act). 

Recommended Decision, 19 FCC Rcd at 4258,4280, paras. 3,58. See also RecornmendedDecision, Separate 
Statement of Commissioner Kevin J. Martin, Dissenting in Part, Concurring in Part, 19 FCC Rcd at 4316-17. 

Id. at 4300, paras. 102-03. 

Id. at 4301, para. 105. 
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11. ISSUES FOR COMMENT 

2. ETC Desiaation Process. We seek comment on the Joint Board‘s recommendation 
regarding the ETC designation process, which we incorporate by reference! In particular, in addition to 
the existing minimum eligibility requirements specified in section 214(e)(1) of the Act, the Joint Board 
recommended that the Commission adopt permissive federal guidelines encouraging state commissions to 
consider certain additional minimum qualifications when evaluating ETC designation requests.‘ The 
Joint Board also recommended that the Commission further develop the record on ways in which state 
commissions may determine whether an applicant satisfies the additional minimum qualifications as part 
of the ETC designation process.’ The Joint Board recommended that state commissions apply these 
permissive federal guidelines in all ETC proceedings,9 and that state commissions use a higher level of 
scrutiny for ETC applicants seeking designation in areas served by rural carriers, consistent with section 
214(e)(2) of the Act.” While the Joint Board did not endorse adoption of a specific cost-benefit test for 
the purpose of making public interest determinations under section 214(e)(2), it indicated that states may 
properly consider the level of federal hightost per-line support to be received by ETCs in making public 
interest determinations.” The Joint Board noted that the public interest analysis should be consistent with 
the purposes and goals of the Act itself.” Finally, the Joint Board recommended that the Commission 
encourage states to use the annual certification process for all ETCs to ensure that federal universal 
service support is used to provide the supported services and for associated infiwlructure ~0sts.l~ We 
encourage commenters to address with particularity these issues concerning the ETC designation process 
in their comments. 

3. ScoDe ofsumort. We seek comment on the Joint Board’s recommendation to limit the 
provision of high-cost support to a single connection that provides a subscriber access to the public 
telephone network.14 Commenters should describe how the Commission may develop competitively 
neutral rules and procedures that do not create undue administrative burdens. We specifically request 
comments from USAC on the administration of a primary line approach. To minimize the potential 
impact of restricting the scope of support in areas served by rural carriers, the Joint Board recommended 
~~ ~~ 

6See i@a Attachment. 
’See Recommendedkision, 19 FCC Rcd at 4265-72, paras. 21-36. hrrsusnt to section 214@)(1), a common 
carrier designated as an ETC must offer and advdse the services supported by the federal universal service support 
mechanisms throughout the designated service area, either using its own facilities or a combdon of its own 
facilities and resale of another carrier’s services (including the services offered by another ETC). 47 U.S.C. 
$214(e)(l); see47 C.F.R. 4 54.201. 
‘See, e.g., Recommendedkision, 19 FCC Rcd at 4266,4268-70, paras. 22,27,30. 
91d. at 4262-64, paras. 14-18. 
‘Old. at 4263-64,4272-73, paras. 17-18,38. Under section 214(e)(2), “[u]pon request and consistent with the public 
interest, convenience, and necessity, the State commission may, in the case of an area served by a rural telephone 
company, and shall, in the case of all other areas, designate more than one common carrier as an eligible 
telecommunications carrier” for a designated service area, so long as the requesting carrier meets the requirements 
of section 214(e)(l). Section 214(e)(2) further states: “blefore designating an additional eligible 
telecommunications carrier for an area served by a nual telephone company, the State commission shall find that the 
designation is in the public interest.” 47 U.S.C. 4 214(e)(2). 
“Recommended Decision, 19 FCC Rcd at 4274-75, paras. 42-45. 

I2Id. at 4273, para. 39. 
Id. at 4275-76, paras. 46-48. States currently are subject to annual certification requirements in order for ETCs 

operating within their jurisdictions to receive federal universal service support. See 47 C.F.R. $5 54.313,54.314, 
54.316. 

13 

Recommended Decision, 19 FCC Rcd at 4279-80, paras. 56,58. 14 
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that the Commission seek comment on restating, or “rebasing,” the total high-cost support flowing to a 
rural carrier’s study area on “primary” or single connections, and on other possible measures including 
“lump sum” and “hold harmless proposals associated with a primary line nstricti~n.’~ In conjunction 
with certain of these measures, the Joint Board also recommended that highes t  support in areas served 
by rural carriers be capped on a per-line basis when a competitive carrier is designated as an ETC and be 
adjusted annually by an index factor.16 We seek comment on the Joint Board’s recommended approach to 
limit the scope of support, specifmlly on the advantages and disadvantages of each of the three 
alternatives set forth in the Recommended Decision. We ask that commenters provide detailed 
projections on the potential effects of each of the alternatives. 

4. The Joint Board also recommended that the Commission further develop the record on 
how best to implement support for primary C O M ~ C ~ ~ O ~ S ,  including consideration of pro sals to allow 
consumers with more than one connection to desi ate an ETC’s service as “primary“ and rate issues 
associated with supporting primary conneCtions:‘We also ask commenters to address the treatment of 
certain types Of Connections under the Joint Board’s recommended approach, particularly the appropriate 
treatment of businesses with multiple  connection^.'^ Finally, the Joint Board recommended that the 
Commission seek comment on the potential impact of its primary connection proposal on investment in 
rural areas and consider adoption of transitional measures for support in areas served by competitive 
ETCS.~  We encourage commenters to address these implementation issues in their comments, and to 
identify specifically the costs and benefits of any amended reporting and recordkeeping requirements. 

I p ”  

5. Other Issues. In addition to seeking comment on the specific recommendations provided 
by the Joint Board, we also seek comment on several related proposals to modify our current rules 
governing the filing of annual certifications and data submissions by ETCs. Specifically, we seek 
comment on whether to amend our rules to allow newly designated ETCs to begin receiving high-cost 
support as of their ETC designation date, provided that the required certifications and linc-count data are 
filed within sixty (60) days of the carrier’s ETC designation date?’ We also seek comment on a 
procedure for accepting untimely filed certifications for Interstate Access Support (IAS). In the U4G 
Order, the Commission determined that a carrier that untimely files its md certification for Interstate 
Common Line Support would not be eligible for support until the stcond calendar quarter after the 
certification is filed.= We propose adopting a similar procedure for accepting untimely certifications for 
IAS.= We request that USAC a d h s  any operational issues relating to these proposals, particularly with 

”Id. at 4279-80,4287-90, paras. 56,72-76. 

I6Id. at 4279-80,4290-91, paras. 56,77-80. As noted by the Joint Board in the Recommendedkision, ifthe 
Commission were to adopt the “hold harmless” approach to avoid reductions in the mount of higb-cost support 
flowing to rural areas, the. per-he support would not be capped for incumbent carriers. Id. at 4289, para 75. 

”RecommendedDecision, 19 FCC Rcd at 4280,4291-92, paras. 57,Sl-82. 

‘*Id. at 4292-93, para. 83. 

I9Id. at 4293-94, paras. 84-85. 

201d. at 4294, paras. 86-87. 

2’See47 C.F.R. $0 54.307,54.313,54.314. 

22Mulii-Association Group ( M G )  Plan for Regulation of Interstate Services ofNon-Price Cap Incumbent Local 
Exchange Carriers and Interexchange Carriers, Federalatate Joint Board on Universal Service, Access Charge 
Reform for Incumbent Local Exchange Carriers Subject to Raie-o$Return Regulation, Prescribing the Authorized 
Rate of Return From Interstate Services of Local Exchange Carriers, Second Report and Order and Further Notice 
of Proposed Rulemaking in CC Docket No. 00-256, Fifteenth Report and Order in CC Docket No. 96-45, Report 
and Order in CC Docket No. 98-77, Report and Order in CC Docket 98-166,16 FCC Rcd 19613,19687-88, para 
176 (2001) ( M G  order); 47 C.F.R 5 54.904(d). 

=47 C.F.R. $ 54.809(c). 
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respect to any administrative burdens that may be associated with them. 

In. PROCEDURAZ, MATTERS 

A. Ex Parte Presentations 

6. This is a permit but disclose rulemakiig proceeding. Ex parte presentations are permitted 
except during the Sunshine Agenda period, provided that they are disclosed as provided in the 
Commission's ru1es.2~ 

B. Initial Regulatory Flexibility Analysis 

7. As required by the Regulatory Flexibility Act of 1980, as amended @FA):' the 
Commission has prepared this Initial Regulatory Flexibility Analysis (IRFA) of the possible significant 
economic impact on a significant number of small entities by the policies and rules proposed in this 
Notice of Proposed Rulemaking. Written public comments are requested on this IRFA. Comments must 
be identified as responses to the IRFA and must be filed by the deadlines for comments on the Notice 
provided below in section N.D. The Commission will send a copy of the Notice, including this IRFA, to 
the Chief Counsel for Advocacy of the Small Business Administration (SBA).% In addition, the Notice 
and IRFA (or summaries thereof) will be published in the Federal Register? 

1. 

The Act requires the Commission to consult with the Joint Board in implementing the 

Need for, and Objectives of the Proposed Rules 

8. 
universal service requirements provided in section 254 of the Act, which establishes a number of 
principles for the preservation and advancement of universal service in a competitive telecommunications 
environment?* Given the increasing number of ETC designations since the Commission's rules were first 
developed in 1997, the Commission asked the Joint Board to review the Commission's rules relating to 
high-cost universal service support in study areas in which a competitive ETC is providing services, and 
to review the Commission's rules regarding support for second linesB The Commission also asked the 
Joint Board to examine the process for designating ETCS.~  Consistent with the Commission's request in 
the Referral Order, the Joint Board sought comment and held a public forum to address concerns 
regarding the designation and funding of ETCs in high-cost m.3' Based on its review and 
consideration of the record developed in this proceeding, the Joint Board issued its Recommended 
Decision on February 27,2004. The Joint Board stated that its overall recommendations were intended to 

24See general& 47 C.F.R. 85 1.1202, 1.1203, 1.1206. 
"See 5 U.S.C. 0 603. The RFA, see 5 U.S.C. 0 601612, has been amended by the Small Business Replatory 
Enforcement Fairness Act of 1996 (SBREFA), Pub. L. No. 104-121, Title II, 110 Stat. 847 (19%). 

%ee 5 U.S.C. 5 603(a). 

"See id. 

''See 47 U.S.C. 5 254@). 

29Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Order, 17 FCC Rcd 22642, para.1 (2002) 
(Referral Order). 

'Old. 

"Federal-State Joint Board on Universal Service Seeks Comment on Certain of the Commksion 's Rules Relating to 
High-Cost Universal Service Support and the ETC Designation Process, public Notice, CC Docket No. %-45,18 
FCC Rcd 194 1 (Wii. Comp. Bur. 2003); Federal-State Joint Board on Universal Service to Hold En Banc Hearing 
on the Portability of High-Cost Universal Service Support and the En: Designation Process, public Notice, CC 
Docket No. 96-45, 18 FCC Rcd 14486 (Wir. Comp. Bur. 2003) (providing notice of Joint Board en banc hearing). 
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preserve and advance universal service, maintain competitive neutrality, and ensure long-term 
sustainability of the universal service fund?' Specifically, the Joint Board recommended that the 
Commission adopt permissive federal guidelines for states to consider in proceedings to designate ETCs, 
noting that such guidelines would facilitate a more flexible and rigorous ETC designation process among 
states, and improve the long-term sustainability of the universal service fund, as only fully qualified 
carriers that are capable of, and committed to, provide universal service would be able to receive support. 
The Joint Board also recommended that the Commission limit the scope of high-cost support to a single 
connection that provides access to the public telephone network. It stated that limiting the scope of 
support to single connections is necessary to preserve the sustainability of the universal service fund, 
would send more appropriate entry signals in rural and high-cost areas, and would be competitively 
neutral. We now seek comment on the Joint Board's recommendations, consistent with section 254(a)(2) 
of the Act. 

2. Legal Basis 

This rulemaking action is supported by sections 4(i), q), 201,205,214,218-220,254, 9. 
403, and 410 of the Communications Act of 1934, as amended?3 

3. Description and Estimate of the Number of Small Entities to Which the 
Proposed Rules Will Apply 

10. The RFA directs agencies to provide a description of, and, where feasible, an estimate of 
the number of small entities that may be affected by the rules adopted herein? The RFA generally 
defines the term "small entity"" as having the same meaning as the terms "small business,"M "small 
organization," 37 and "small governmental juri~diction."~' In addition, the term "small business" has the 
same meaning as the term "small business concern" under the Small Business Act, unless the Commission 
has developed one or more definitions that are appropriate to its activities?' Under the Small Business 
Act, a "small business concern" is one that: (1) is independently owned and operated; (2) is not dominant 
in its field of operation; and (3) meets any additional criteria established by the Small Business 
Administration (SBA)?' 

1 1. We have included small incumbent local exchange carriers in this present FVA analysis. 
As noted above, a "small business" under the RFA is one that, inter alia, meets the pertinent small 
business size standard (e.g., a telephone communications business having 1,500 or fewer employees), and 

'2RecornmendedDecision, 19 FCC Rcd at 4258, para. 1.  

3347 U.S.C. $9 151-54,201-05,218-20,254,410. 
345 U.S.C. (j 604(a)(3). 

"5 U.S.C. (j 601(6). 
365 U.S.C. (j601(3). 

375 U.S.C. (j 601(4). 

"5 U.S.C. 5 601(5). 

395 U.S.C. (j 601(3) (incorporating by reference the definition of "small business concern" in 5 U.S.C. 0 632). 
Pursuant to 5 U.S.C. (j 601(3), the statutory definition of a small business applies "unless an agency after 
consultation with the Office of Advocacy of the Small Business Administration and after opporbunity for public 
comment, establishes one or more definitions of such term which are approPriate to the activities of the agency and 
publishes such definition in the Federal Register." 5 U.S.C. (j601(3). 

4015 U.S.C. (j 632. 
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"is not dominant in its field of operation."" The SBA's Office of Advocacy contends that, for RFA 
purposes, small incumbent local exchange carriers are not dominant in their field of operation because 
any such dominance is not "national" in scope." We have therefore included small incumbent local 
exchange carriers in this IRFA analysis, although we emphasize that this RFA action has no effect on 
Commission analyses and determinations in other, non-RFA contexts. 

12. Wireline Carriers and Service Providers (Wired Telecommunications C m i e r ~ ) ! ~  The 
SBA has developed a small business size standard for Wired Telecommunications Carriers, which 
consists of all such companies having 1500 or fewer employees." According to Census Bureau data for 
1997, there were 2,225 firms in this category, total, that operated for the entire year.'5 Of this total, 2,20 1 
firms had employment of 999 or fewer employees, and an additional 24 firms had employment of 1,000 
employees or more!6 Thus, under this size standard, the great majorily of f m s  can be considered small. 

1 3. Local Exchange Carriers, Interexchange Cmiers, Competitive Access Providers, 
Operator Service Providers, Pqphone Providers, and Resellers. Neither the Commission nor SBA has 
developed a definition particular to small local exchange carriers (LECs), interexchange carriers (IXCs), 
competitive access providers (CAPs), operator service providers (OSPs), payphone providers or resellers. 
The closest applicable definition for these carrier-types under SBA rules is for Wired 
Telecommunications Carriers?' Under that SBA definition, such a business is small if it has 1,500 or 
fewer employees?' According to our most recent data, there are 1,337 incumbent LECs, 609 CAPs, 261 
IXCs, 23 OSPs, 761 payphone providers and 758 re~ellers.'~ Of these, an estimated 1,032 incumbent 
LECs, 458 CAPs, 223 IXCs, 22 OSPs, 757 payphone providers, and 717 resellers reported that they have 
1,500 or fewer employees; 305 incumbent LECs, 15 1 CAPs, 38 MCs, 1 OSP, 4 payphone providers, and 
4 1 resellers reported that, alone or in combination with affiliates, they have more than 1,500 employees?o 
We do not have data specifying the number of these carriers that are not independently owned and 
operated, and therefore we are unable to estimate with greater precision the number of these carriers that 
would qualify as small business concerns under SBA's definition. Consequently, most incumbent LECs, 
IXCs, CAPs, OSPs, payphone providers and resellers are small entities that may be affected by the 
decisions and rules adopted in this Order. 

41~d. 

42See Letter !?om Jere W. Glover, Chief Counsel for Advocacy, SBA, to Chairman William E. Kennard, Federal 
Communications Commission (May 27, 1999). The Small Business Act contains a definition of "small business 
concern,'' which the RFA incorporates into its own definition of "small business." 15 U.S.C. 8 632(a) (Small 
Business Act); 5 U.S.C. Ej 601(3) (RFA). SBA regulations interpret "small business concern" to include the concept 
of dominance on a national basis. 13 C.F.R. 8 121.102@). 

43For the limited purposes of this IRFA, we will use the term "Wired Telecommunications carriers" to connote 
wireline carriers and service providers. 
"13 C.F.R. 0 121.201, North American Industry Classification System (NAICS) code 513310. 

U.S. Census Bureau, 1997 Economic Census, Subject Series: Information, "Employment Size of Firms Subject to 
Federal Income Tax: 1997," Table 5,  NAICS code 5171 10. 

461d. The census data do not provide a more precise estimate of the number of firms that have employment of 1,500 
or fewer employees; the largest category provided is "Firms with 1,000 employees or more." 
47NAICS code 513310. 
4813 C.F.R. 0 121.201, NAICS code 517110. 

49FCC, Wireline Competition Bureau, Industry Analysis and Technology Division, Trends in Telephone Service, 
Table 15.3 (August 2003) (T'nh in Telephone Report). The total for resellers includes both toll resellers and local 
resellers. The category for CAPs also includes competitive local exchange carriers (CLECs). 

4s 

See Trends in Telephone Report at Table 5.3. so 
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14. Wireless Service Providers. The SBA has size standards for wireless small businesses 
within the two separate Economic Census categories of Paging and of Cellular and Other Wireless 
Telecommunications. For both of those categories, the SBA considers a business to be small if it has 
1,500 or fewer employees.” According to the most recent Trencls in Telephone Report data, 1,387 
companies reported that they were engaged in the provision of wireless service?2 Of these 1,387 
companies, an estimated 945 reported that they have 1,500 or fewer employees and 442 reported that, 
alone or in combination with affiliates, they have more than 1,500  employee^?^ Consequently, we 
estimate that most wireless service providers are small entities that may be affected by the rules adopted 
herein. 

15. Broadband PersonaI Communications Service (PCg. The broadband PCS spectrum is 
divided into six fkquency designated A through F, and the Commission has held auctions for each block. 
The Commission defined “small entity” for Blocks C and F as an entity that has average gross revenues of 
$40 million or less in the three previous calendar years.54 For Block F, an additional classification for 
“very small business” was added and is defined as an entity that, together with affiliates, has average 
gross revenues of not more than $15 million for the preceding three calendar years.” These standards 
defining “small entity” in the context of broadband PCS auctions have been approved by the SBA?6 No 
small businesses within the SBA-approved definition bid successfully for licenses in Blocks A and B. 
There were 90 winning bidders that qualified as small entities in the Block C auctions. A total of 93 
small and very small business bidders won approximately 40 percent of the 1,479 licenses for Blocks D, 
E, and F?’ On March 23,1999, the Commission re-auctioned 347 Cy D, E, and F Block licenses; there 
were 48 small business winning bidders. On January 26,2001, the Commission completed the auction of 
422 C and F Broadband PCS licenses in Auction No. 35. Ofthe 35 winning bidders in this auction, 29 
qualified as “small” or “very small businesses.” Based on this information, we conclude that the number 
of small broadband PCS licensees will include the 90 winning C Block bidders, the 93 qualifyins bidders 
in the D, E, and F blocks, the 48 winning bidders in the 1999 reauction, and the 29 winning bidders in 
the 2001 re-auction, for a total of 260 small entity broadband PCS providers, as defmed by the SBA small 
business size standards and the Commission’s auction rules. Consequently, we estimate that 260 
broadband PCS providers are small entities that may be affected by the rules and policies adopted herein. 

16. Narrowband PCS To date, two auctions of narrowband PCS licenses have been 
conducted. Through these auctions, the Commission has awarded a total of 41 licenses, out of which 1 1 
were obtained by small businesses. For purposes of the two auctions that have alreasy been held, small 
businesses were defined by the Commission as entities with average gross revenues for the prior three 

”13 C.F.R. $ 121.201, NAICS code 517212. 
52Trendr in Telephone Report at Table 5.3. 
531d. 

’*See Amendment of Parts 20 and 24 of the Commission f Rules - Broadband PCS Competitive Bidding and the 
Commercial Mobile Radio Service Spectrum Cap, Report and Order, WT Docket No. 96-59,ll FCC Rcd 7824, 
paras. 57-60 (1996), 61 Fed. Reg. 33859 (July 1, 1996); see also 47 C.F.R 8 24.720@). 
”See Amendment ofparts 20 and 24 ofthe Commission S Rules -Broadband PCS Competitive Bidding and the 
Commercial Mobile Radio Service Spectrum Cap, Report and Order, WT Docket No. 96-59, 11 FCC Rcd 7824, 
paras. 57-60 (1996), 61 Fed. Reg. 33859 (July 1,1996). 

253, Fifth Report and Order, 9 FCC Rcd 5532,5581-84, paras. 115-17 (1994). 
”FCC News, Broadband PCS, 0, E and F Block Auction Closer. No. 71744 (rel. Jan. 14,1997); see also 
Amendmen! of the Commission’s Rules Regarding Installment Payment Financing for Personal Communications 
Services (PCS) Licensees, WT Docket No. 97-82, Second Report and Order and Further Notice of Proposed 
Rulemaking, 12 FCC Rcd 16436 (1997), 62 Fed. Reg. 55348 (Oct. 24,1997). 

See, e.g., Implementation of Section 3090) of the Communications Act - Competitive Bidding, PP Docket NO. 93- 56 
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calendar years of $40 million or less.'' To ensure meaningful participation of small business entities in 
the auctions, the Commission adopted a two-tiered definition of small businesses in the Narrowband PCS 
Second Report and Order.sg A small business is an entity that, together with affiliates and controlling 
interests, has average gross revenues for the three preceding years of not more than $40 million. A very 
small business is an entity that, together with affiliates and controlling interests, has averpge gross 
revenues for the three preceding years of not more than $15 million. These definitions have been 
approved by the SBA. In the future, the Commission will auction 459 licenses to serve MTAs and 408 
response channel licenses. There is also one megahertz of narrowband PCS spectrum that has been held 
in reserve and that the Commission has not yet decided to release for licensing. The Commission cannot 
predict accurately the number of licenses that will be awarded to small entities in future auctions. 
However, four of the 16 winning bidders in the two previous nmwband PCS auctions were small 
businesses, as that term was defined under the Commission's Rules. The Commission assumes, for 
purposes of this IRFA, that a large portion of the remaining narrowband PCS licmses will be awarded to 
small entities. The Commission also assumes that at ltast some small businesses will acquire narrowband 
PCS licenses by means of the Commission's partitioning and disaggregation rules. 

17. SpcialkedMobile Radio @M@. The Commission awards "small entity" and "very 
small entity" bidding credits in auctions for Specialized Mobile Radio (SMR) geographic area licenses in 
the 800 MHz and 900 MHz bands to firms that had revenues of no more than $1 5 million in each of the 
three previous calendar years, or that had revenues of no more than $3 million in each of the three 
previous calendar years, respectively.a In the context of both the 800 MHZ and 900 MHz SMR service, 
the definitions of "small entity" and "very small entity" have been approved by the SBA. These bidding 
credits apply to S M R  providers in the 800 MHz and 900 MHz bands that either hold geographic m a  
licenses or have obtained exte- ~d implementation authorizations. We do not h o w  how many firms 
provide 800 MHz or 900 MIt geographic area Sh4R service pursuant to extended implementation 
authorizations, nor how many of these providers have annual revenues of no more than $15 million. One 
firm has over $1 5 million in revenues. We assume, for our purposes here, that all of the remaining 
existing extended implementation authorizations are held by small entities, as that term is defined by the 
SBA. The Commission has held auctions for geographic area licenses in the 800 M H Z  and 900 MHz 
SMR bands. There were 60 winning bidders that qualified as small and very small entities in the 900 
MHz auctions, Ofthe 1,020 licenses won in the 900 MHz auction, bidders qualifying as small and very 
small entities won 263 licenses. In the 800 MHZ SMR auction, 38 of the 524 licenses won were won by 
small and very small entities. Consequently, we estimate that there are 301 or fewer small entity SMR 
licensees in the 800 MHz and 900 M H z  bands that may be affected by the rules and policies adopted 
herein. 

18. Rural Radiotelephone Service. The Commission has not adopted a definition of small 
entity specific to the Rural Radiotelephone Service!' A significant subset of the Rural Radiotelephone 
Service is the Basic Exchange Telephone Radio Systems (BETRS).6* For purposes of this IRFA, we will 
use the SBA's size standard applicable to wireless service providers, supra -- an entity employing no more 
than 1,500 pers0ns.6~ There are approximately 1,000 licensees in the Rural Radiotelephone Service, and 

"47 C.F.R. 8 24.720(b). 

Amendment of the Commission's Rules to Establish New Personal Communications Servkes, Nmowband PCS, 
Docket No. ET 92-100, Docket No. PP 93-253, Second Report and Order and Second Further Notice of Proposed 
Rulemaking, 15 FCC Rcd 10456 (2000). 

6047 C.F.R. 4 90.814. 

6'The service is defined in section 22.99 of the Commission's Rules. 47 C.F.R 8 22.99. 

62BETRS is defined in sections 22.757 and 22.759 of the Commission's Rules. 47 C.F.R 
6313 C.F.R. 0 121.201, NAICS code 517212. 

59 

22.757,22.759. 
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the Commission estimates that almost all of them qualify as small entities under the SBA’s size standard. 
Consequently, we estimate that there are 1,000 or fewer small entity licensees in the Rural Radiotelphone 
Service that may be affected by the rules and policies adopted herein. 

Air-Ground Radiotelephone Service. The Commission has not adopted a definition of 
small entity specific to the Air-Ground Radiotelephone Service.* For purposes of this IRFA, we will use 
the SBA’s size standard applicable to wireless service providers, supra - an entity employing no more 
than 1,500 persons.6’ There are approximately 100 licensees in the Ah-Ground Radiotelephone Service, 
and we estimate that almost all of them qualify as small under the SBA defmition. 

19. 

4. Description of Projected Reporting, Recordkeepiag, and Other Compliance 
Requirements 

20. In its Recommended Decision, the Joint Board recommends that the Commission adopt 
permissive federal guidelines for states and the Commission to use in determining whether applicants are 
qualified to be designated as ETCs under section 214 of the Act. Should the Commission decide to adopt 
this recommendation, entities designated as ETCs under sections 214(eX2) and 214(eX6) of the Act could 
be subject to the additional compliance requirements described in the Recommended Decision as a 
condition of their ETC designation.66 The Joint Board also recommended that the Commission limit the 
scope of support to single connections providing access to the public telephone network. If the 
Commission ultimately adopts this recommendation, entities could be subject to additional reporting, 
recordkeeping, and other compliance requirements as deemed necessary to implement this 
recommendation.6’ Without more certainty abaut which options we will or will not adopt as rules, we 
cannot accurately estimate the cost of compliance by small carriers. We therefore seek comment on the 
types of burdens carriers could face if the proposed recommendations are adopted. Entities, especially 
small businesses, are encouraged to quantify, if possible, the costs and benefits of potential reporting, 
recordkeeping and other compliance requirements. 

21. On its own motion, the Commission is proposing to modify its current annual 
certification and line count data requirements to allow competitive ETCs to submit required data more 
frequently than provided in the current rules, in order to avoid lags between certification f i l h g ~  and the 
receipt of s~pport.6~ Commenters, especially small businesses, are encouraged to quantify, if possible, the 
costs and benefits of the potential modifications. 

5. Steps Taken to Minimize Significant Economic Impact on Small Entities, 
and Significant Alternatives Considered 

22. The RFA requires an agency to describe any significant, specifically small business, 
alternatives that it has considered in reaching its proposed approach, which may include the following 
four alternatives (among others): (1) the establishment of differing compliance or reporting requirements 
or timetables that take into account the resources available to small entities; (2) the clarification, 
consolidation, or simplification of compliance or reporting requirements under the rule for small entities; 
(3) the use of performance, rather than design, standards; and (4) an exemption from coverage of the rule, 

The service is defined in section 22.99 of the Commission’s Rules. 47 C.F.R. 22.99. 64 

6513 C.F.R. 8 121.201,NAICS code 517212. 
%See e.g.. Recommended Decision, 19 FCC Rcd at 426667,4270, paras. 24,31. 
671d. at 4291-92, paras. 81-82. 

See supra para. 5. 68 
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or any part thereof, for small entities.@ 

23. This IRFA seeks comment on how the Joint Board’s recommendations could be 
implemented in a manner that reduces the potential burden and cost of compliance for small entities. We 
also seek comment on the potential impact of the proposed recommendations related to the Commission’s 
proposal to limit support to a single connection on interested parties, including small entities. 
Specifically, the Commission has detailed three proposals that might avoid or mitigate reductions in the 
amount of high-cost support flowing to rural carriers, some of which might be small entities, as a result of 
implementing a primary-line restriction?’ We seek comment on these three proposals (restatement, lump 
sum payment and hold harmless) and whether any or all of them would minimize the economic impact on 
small entities, which may include providers of wireless as well as wireline communications services.” 

6. Federal Rules that May Duplicate, Overlap, or Conflict with the Proposed 
Rules 

24. None. 

C. Paperwork Reduction Act 

25. As part of a continuing effort to reduce paperwork burdens, we invite the general public 
and the Ofice of Management and Budget (OMB) to take this opportunity to comment on the proposed 
information collections contained in this Notice, as required by the Paperwork Reduction Act of 1995, 
Public Law 104-13. Public and agency comments are due at the same time as other comments on the 
Notice; OMB comments are due 60 days fiom the date of publication of the Notice in tho Federal 
Register. Comments should address: (a) whether the proposed collection of information is necessary for 
the proper performance of the functions of the Commission, including whether the information shall have 
practical utility; (b) the accuracy of the Commission’s burden estimates; (c) ways to enhance the quality, 
utility, and clarity of the information collected; and (d) ways to minimize the burden of the collection of 
information on the respondents, including the use of automated collection techniques or other fonns of 
information technology. 

D. Comment Filing Procedures 

26. We invite comment on the issues and questions set forth in the Notice and Initial 
Regulatory Flexibility Analysis contained herein. Pursuant to applicable p d u r e s  set forth in sections 
1.415 and 1.419 of the Commission’s rules? interested parties may file comments on or before 30 days 
after Federal Register publication of this Notice, and reply comments on or before 60 days after Federal 
Register publication of this Further Notice. All filings should refer to CC Docket No. 96-45. Comments 
may be filed using the Commission’s Electronic Comment Filing System (ECFS) or by filing paper 
copies.73 

27. Comments filed through the ECFS can be sent as an electronic file via the Internet to 
<http://www.fcc.gov/e-file/ecfs.html>. Generally, only one copy of an electronic submission must be 
filed. If multiple docket or rulemaking numbers appear in the caption of this proceeding, however, 
commenters must transmit one electronic copy of the comments to each docket or rulemaking number 
~~ 

695 U.S.C. 8 603(c)(lH4). 
See e.g., Recommended Decision, 19 FCC Rcd at 4287-90, paras. 72-76. 70 

’ I I ~  

7247 C.F.R. $5 1.415, 1.419. 

”See Electronic Filing of Documents in Rulemaking Proceedings, 63 Fed. Reg. 24,121 (1998). 
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referenced in the caption. In completing the transmittal screen, commenters should include their full 
name, U.S. Postal Service mailing address, and the applicable docket or rulemaking number. Parties may 
also submit an electronic comment by Internet e-mail. To get filing instructions for e-mail comments, 
commenters should send an e-mail to ecfs@fcc.gov, and should include the following words in the body 
of the message, “get form <your email address>.” A sample form and directions will be sent in reply. 

28. Parties who choose to file by paper must file an original and four copies of each filing. If 
more than one docket or rulemaking number appears in the caption of this proceeding, commenters must 
submit two additional copies for each additional docket or rulemaking number. Filings can be sent by 
hand or messenger delivery, by commercial Overnight courier, or by first-class or overnight U.S. Postal 
Service mail (although we continue to experience delays in receiving U.S. Postal Service mail). The 
Commission’s contractor, Natek, Inc., will receive handdelivered or messenger-delivered paper filings 
for the Commission’s Secretary at 236 Massachusetts Avenue, N.E., Suite 110, washington, D.C. 20002. 
The filing hours at this location are 8:OO a.m. to 7:OO p.m. All hand deliveries must be held together with 
rubber bands or fasteners. Any envelopes must be disposed of before entering the building. Commercial 
overnight mail (other than U.S. Postal Service Express Mail and Priority Mail) must be sent to 9300 East 
Hampton Drive, Capitol Heights, MD 20743. U.S. Postal Service first-class mail, Express Mail, and 
Priority Mail should be addressed to 445 12th Street, SW, Washington, D.C. 20554. All filings must be 
addressed to the Commission’s Secretary, Marlene H. Dortch, Office of the Secretary, Federal 
Communications Commission. 

29. Parties also must send three paper copies of their filing to Sheryl Todd, 
Telecommunications Access Policy Division, Wireline Competition Bureau, Federal Communications 
Commission, 445 12th Street S.W., Room 58540, Washington, D.C. 20554. In addition, commenters 
must send diskette copies to the Commission’s copy contractor, Best Copy and Printing, Inc. (BCPI), 
Portals 11,445 12th Street, S.W., Room CY8402, Washington, D.C. 20054. 

IV. ORDERING CLAUSES 

30. Accordingly, IT IS ORDERED THAT, pursuant to the authority contained in sections 
4(i), 4(j), 201,205,214,218-220,254,403, and 410 ofthe Communications Act of 1934, as amended, 47 
U.S.C. $4 154(i), 154(j), 201,205,214,218-220,254,403, and 410 thisNOTICE OF PROPOSED 
RULEMAKING IS ADOPTED. 

3 1. IT IS FURTHER ORDERED that the Commission’s Consumer and Governmental 
Affairs Bureau, Reference Information Center, SHALL SEND a copy of this NOTICE OF PROPOSED 
RULEMAKING, including the Initial Regulatory Flexibility Analysis, to the Chief Counsel for Advocacy 
of the Small Business Administration. 

FEDERAL COMMUNICATIONS COMMISSION 

Marlene H. Dortch 
Secretary 

11 

mailto:ecfs@fcc.gov

