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High-Cost Universal Service Support

REPLY COMMENTS OF QWEST
COMMUNICATIONSINTERNATIONAL INC.

Qwest Communications Internationa Inc. (“Qwest”) hereby files these reply comments
in accord with the Federal Communications Commission’s (“Commission”) Notice of Proposed
Rulemaking in the above-captioned dockets.” As Qwest discussed in its opening commentsin
this docket, changes in the process for providing high-cost support to non-rural carriers must be
viewed as part of alarger project -- reform of the universal service system asawhole.” Severa
of the opening comments in this docket recognize that need.” As the Commission reassesses its
definitions of “sufficient” and “reasonably comparable” in order to address the specific concerns
of the Tenth Circuit with respect to the current mechanism for providing high-cost support to

non-rural carriers, it should address broader reform issues as well.

" In the Matter of Federal-Sate Joint Board on Universal Service, High-Cost Universal Service
Support, CC Docket No. 96-45, WC Docket No. 05-337, FCC 05-205, Notice of Proposed
Rulemaking, 20 FCC Rcd 19731 (2005) (“Notice”), Order granting motion for extension of time,
21 FCC Rcd 587 (2006). Comments were filed on Mar. 27, 2006.

? Comments of Qwest Communications International Inc. (“Qwest Comments”) at 1, 6-10, 40-
41,

* See, e.q., Dobson Cellular Systems, Inc. (“Dobson”) Comments at 2-3; Verizon Comments at 4;
AT&T Inc. (“AT&T”) Comments at 2, 5-13; lowa Telecommunications Service, Inc. d/b/alowa
Telecom Comments at 1.



THREE BROAD REFORMSARE CRITICAL TOA
SUCCESSFUL HIGH-COST SUPPORT MECHANISM

In particular, as aready discussed in Qwest’s opening comments, Qwest believes that the
following three broader reform issues are critical to having a successful mechanism for
distributing universal service support to carriers serving high-cost areas. First, the Commission
should eliminate the separate funding mechanisms for distributing high-cost support to “rural”
and “non-rural” carriers and create one mechanism to distribute high-cost support to carriers
serving high-cost areas.” Second, the universal service fund is too large and the Commission
must take steps to limit the size of the fund.” Third, it is not necessary, and contrary to the need
to contain the size of the fund, to use high-cost support for the deployment of broadband
services’

A. Universal Service Support To High-Cost Areas
Should Be Distributed Through A Single M echanism

Thereis an ever-growing recognition that it is time to eliminate the distinction between
“rural” and “nontrura” carriersin distributing high-cost support. Carriers, carrier associations,
and state commissions in this proceeding and in the ongoing rural proceeding’ are urging the
Commission to move to distribution of high-cost support based on the characteristics of the
exchange being served, instead of distribution based on the characteristics of the carrier

providing the service’ AsAT&T noted, “non-rurd” carriersin aggregate serve twice as many

* See Qwest Comments at 16-17, 20-22, 33-39.
®Seeid. at 34, 12, 17, 18-20, 32.
® Seeid. at 13-14.

" See Federal-State Joint Board on Universal Service Seeks Comment on Proposals to Modify the
Commission’s Rules Relating to High-Cost Universal Service Support, Public Notice, 20 FCC
Rcd 14267 (2005).

® AT&T Comments at 6-8; CTIA — The Wireless Association® (“CTIA”) Comments at 15;
Dobson Comments at 8,12; lowa Utilities Board Comments at 2; Washington Utilities and



customersin rural areas asdo rural carriers” Yet, rura carriersin aggregate receive almost six
times the amount of support provided to non-rural carriers.”® Additionally, as AT& T noted, the
separate support mechanisms for rural and non-rural carriers may create perverse incentives such
as encouraging smaller carriersto stay small when consolidation and economies of scale might
enable more cost efficient, and thusin turn affordable, service to some rural areas.”

OPASTCO argues against eliminating the dual mechanisms for providing support to rural
and non-rural carriers. It argues that the definition of “sufficient” in this proceeding should
apply only to non-rural carriers.” To the extent OPASTCO is suggesting that there should be
different definitions of “sufficient” for purposes of the universal service provisions of section
254 depending on the carrier to which the identical language is being applied, this makes no
sense. The manner in which sufficient is defined for universal service purposes, should be the
same across al carriers to whom the provisions are applicable. What constitutes sufficient
support for carriers serving high cost areas should be based on a definition of sufficient that
appliesto al carriers serving high-cost areas equally. Contrary to OPASTCO’ s assertions, given
today’ sincreasingly competitive telecommunications marketplace, large incumbent local

exchange carriers such as Qwest are no longer ableto use their ratesin lower cost urban areas to

Transportation Commission Comments at 2; Wyoming Public Service Commission Comments at
5-6; Nebraska Public Service Commission Comments at 2.

* AT& T Comments at 6-7.

Id. 1n 2004, more than seven of every ten dollarsin federal high-cost support was distributed
to areas served by rural carriers. Comments of Qwest Communications International Inc., In the
Matter of Federal-Sate Joint Board on Universal Service, CC Docket No. 96-45 (filed Sept. 30,
2005) at 8.

Y AT& T Comments at 7, n.12.

*? Organization for the Promotion and Advancement of Small Telecommunications Companies
(“*OPASTCQO”) Comments at 2-5.



counter balance the cost of serving customersin high-cost areas.” A single mechanism for
distributing high-cost support to high-cost areas will enable high-cost support to be distributed in
an efficient and competitively neutral manner. ™

B. The Universal Service Fund Size Must Be Contained

In addition to recognizing the inequities of continuing to provide high-cost support to
carriers based primarily on their size, several commenters are al'so concerned about the enormous
growth of theuniversal service fund in the last few years.”” This rapid growth is occurring while
the revenues on which the contributions to the fund are based are declining, in turn driving an
increasing contribution factor which is passed on to the end user.”® Meanwhile, the current
primary measure of the success of the federal universal service program -- telephone service
penetration rates-- shows asignificant annual decline for the last two years of reported data.*’
This suggests that in spite of the huge growthin fund size, the federal universal service program
is not advancing one of its core goals of providing telephone serviceto all Americans. The
solution is not to continue to increase the fund size, which could simply jeopardize the

affordability of telephone service for more Americans. ** Instead, the fund size must be

" See Qwest Comments at 21-22; AT& T Comments at 8-10.
* Qwest Comments at 16-17, 20-22.

" As stated in Qwest’ s opening comments, between 2000 and 2005, total federal high-cost
support grew from approximately $2.2 billion to $3.7 billion. Qwest Comments at 18.

'® See Verizon Comments at 23.

' After reaching an annual average household telephone subscribership of 95.3% in 2002, the
annual average percentage of households with telephone service has had statistically significant
decreases in 2004 and 2005. Telephone Subscribership in the United Sates, Industry Analysis
and Technology Division, Wireline Competition Bureau, FCC (rel. May 2006) at p.3 & Table 1.

" Qwest Comments at 12; Verizon Comments at 24.



contained,” any instances of waste, fraud or abuse of universal service support must be located
and eliminated, support must be provided in an efficient manner, and clear measures and goals
for the use of that support must be identified and implemented.

C. Universal Service Support To High-Cost Areas Should Not
Be Expanded to Fund Deployment of Broadband Services

Third, the Commission does not need to use high-cost support to enable the deployment
of broadband servicesin rural areas. AsNASUCA has recognized, currently the Commission
cannot provide support for broadband services because the Commission has not determined, asis
required by 47 U.S.C. 8§ 254(c)(1), that broadband services should be supported
telecommunication services® As other commenters have noted, there is no need to use high-cost
support to fund network upgrades needed only to enable the addition of broadband or video
serviceto rural areas” Broadband deployment is proceeding rapidly.” Upgrades to enable
broadband services are being demanded and provided through market forces® Given the
significant broadband deployment efforts in urban and rural areas, as well as the aready existing
strain on universal service support, providing universal service high-cost support to pay for these

efforts seems excessive.

" Verizon Comments at 22-25; Dobson Comments at 4; see Sprint Nextel Corporation
Comments at 2 (“[A]ny action the Commission takes in the instant proceeding must be made
with a careful eye to the impact such action will have on the size of the fund and the level of the
contribution factor.”).

*’ National Association of State Util ity Consumer Advocates Comments at 35; see also Qwest
Comments at 13.

“ See, e.g., General Communication, Inc. Comments at 14-20.
* CTIA Comments at 7-9.

# Nationwide, 84.3% of the lowest density zip codes -- zip codes with fewer than 6 persons per
square mile-- had at least one high-speed Internet subscriber for the twelve months ending June
30, 2005. The comparable figure for the prior year period was 73.4%. High-Speed Services for
Internet Access: Satus as of June 30, 2005, Industry Analysis and Technology Division,
Wireline Competition Bureau, April 2006, at p.4 & Table 18.



. CONCLUSION

Universal service support must be brought back to its core purpose of enabling affordable
telecommunications service for every American. Universal service support should not be used to
promote competition, but instead implemented in such away as to not hinder competition.
Refocusing high-cost support on the high-cost areas to be served, distributing the support
through a single mechanism to carriers serving those areas, and keeping support limited to the
existing basic services, should help to ensure that universal service support is effectively used to
enable affordable telecommunications services for al.

Respectively submitted,

QWEST COMMUNICATIONS
INTERNATIONAL INC.

By:  Tiffany West Smink
Craig J. Brown
Tiffany West Smink
Suite 950
607 14™ Street, N.W.
Washington, DC 20005
(303) 383-6619

Its Attorneys

May 26, 2006
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