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SUMMARY

CenturyTel currently provides interstate access service to customers in 25 states and 72

study areas throughout the country. It provides interstate access services to these areas pursuant

to a variety of regulatory mechanisms, including rate-of-return and price caps. These divergent

systems ofregulation have imposed unnecessary costs on CenturyTei. These added costs reduce

CenturyTel's competitiveness and therefore ultimately harm consumers of its services.

In the Windstream and Mid-size Price Cap Conversion Orders., the FCC established a

roadmap, as to how current rate-of-return carriers can convert to price cap regulation pursuant to

principles estal,>lished in the rules by the CALLS Order. Century:rel now wishes to take

advantage Of this !,'1.lidance and convert rate-of-return study areas to"price caps by following

closely the conditions imposed in those orders in all material respects. The FCC found in the

Conversion Orders that converting to price caps was in the public interest. CenturyTel files the

instant waiver petition in order to accomplish these public interest benefits.

In line with the Conversion Orders, CenturyTel proposes to take the following steps.

• With an access tariff filing effective January I, 2009, CenturyTel would establish
rates based on the CALLS structural rules, complying with the conditions outlined in
the Conversion Orders..

• Switched and special access rates for study areas where CenturyTel currently files its
own tariffs would be ·initialized at July 1, 2008 rates, using the same demand figures
used to compute those rates.

• Switched and special access rates for cost-based study areas currently in NECA
would be withdrawn from the pools and would be set based on their 2007 revenue
requirements and 2007 annual demand.

• Switched access rates would be migrated to the primarily rural ATS rate of $0.0095
since CenturyTel has less than 12 access lines per square mile at the holding company
level.

• Post-conversion CenturyTel would continue to receive ICLS support, frozen per-line
in the amount ofICLS that CenturyTel received in 2008.

"
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CenturyTel commits to following the specific conditions for this relief that was identified in the

Conversion Orders. CenturyTel asks for waivers ofthe rules in order to allow it to accomplish

this plan.

Utilizing these procedures, consumers will benefit because rates will be lower than at

present. Switched access rates will be ultimately lower than they are at present, with the X-

factor being applied to the first rate filing made effective January 1, 2009. Because CenturyTel

has been on a biennial annual access filing period, it requests that it be permitted to wait to make

its next annual ac(:ess filing until July I, 2010 as a one-time transition waiver of the rules. This

will allow CenturyTel to avoid making three rate filings in one year's time and will not

materially affect the overall reduction to rates, which can be expected to reach CALLS targeted

levels in relatively rapid fashion. In addition,since CenturyTel's initial rate of return will fall .

below 11.25% with the going~in X~factoradjustments,CenturyTel would need more time to '

develop efficiencies in order to accommodate'the X-factor reductions. CenturyTel's speCial

, . .
access rates'are already over 70 percent below RBOC rates, and hence customers will continue to

benefit from these low rates. Rates established in the study areas to be withdrawn from NECA

pools will see an even further rate reduction.

CenturyTel's petition is in the public interest, and consistent with previous Commission

precedent. The petition therefore meets the "good cause" standard contained in Section 1.3 of

the Rules and should be granted promptly.
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Before the
Federal Communications Commission

Washington, D.C. 20554

)
In the Matter of )

)
CenturyTel, Inc. Petition for Conversion to )
Price Cap Regulation and for Limited Waiver )
Relief )

)

WC Docket No. 08-

CENTURYTEL, INC. PETITION FOR
CONVERSION TO PRICE CAP REGULATION AND FOR

LIMITED WAIVER RELIEF

CenturyTel, Inc. ("CenturyTel"), on behalf of its incumbent local exchange carrier
; -, .; :

("ILEC") subsidiaries, requests authority to convert its rate-of-return cost study areas to price cap,,'. ...' , . .r:' .,

regulation no later than January 1,2009, and, to the extent necessary,limited waiveI)l ofth~ .. ,
~ ; .

applicable pricing and universal service high-cost support mechanisms to enable CenturyTel's
~ .,

successful conversion. I Establishing a reasonable pathway to price cap conversion is in the

public interest because it will increase consumer welfare by enhancing competition, reduce the

overall size of the universal service fund; hold steady or reduce access rates; and provide well

established and tested regulatory incentives to encourage CenturyTel to maintain and enhance

efficient operations. CenturyTel proposes an approach for conversion by relying to the largest

extent possible on the framework already established in the Winds/ream Price Cap Conversion

Because of the close interrelationship between the Commission's price cap rules and
universal service rules, CenturyTel requests that the Commission grant this Petition as a
unified whole. As such, CenturyTel's request to convert to price cap regulation is
conditioned on a grant of the specific pricing and universal service waivers requested herein,
or an acceptable, integrated alternative.
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Ordel and the subsequent Mid-size Price Cap Conversion Order with respect to the conversion

of Consolidated, Puerto Rico Telephone and Frontier properties to price cap regulation.3 As

such, the requested waiver relief will put CenturyTel in a similar regulatory position to other

comparable price cap carriers and would be consistent with the Commission's longstanding

policy and practice ofpromoting efficient forms ofregulation. The requested relief is a

necessary interim step until the Commission establishes a pathway for conversion in its rules and

while it contemplates comprehensive iiltercarrier compensation and universal service reform.'

I. INTRODUCTION

CenturyTel owns incumbent local exchange carriers ("ILECs") encompassing 72 study.

areas that provide interstate access services pursuimt to federal tariffs. CenturyTel owns six

2

3

,

Windstream Petition for Conversion to Pric,! Cap Regulation andfor Limited Waiver Relief;
WC Docket No. 07-171, 23 FCC Rcd5294 (Mar. 18~2008)("WindstreamPrice Cap .
Conversion Order''). As such, the relief would also.be similar to the rules already
promulgated undyr AcceSs Charge Reform; Price·Cap Performance Reviewfor Local
Exchange Carriers, Sixth Report and Order, 15 FCC Rcd 12962 (2000) ("CALLS Order'),
aff'd in part, rev'd in part and remanded in pari, Texas Office ofPublic Util, 'CouliSel v, .
FCC, 265,F.3d 313 (5th Cir. 2001), On remand, 18 FCC Rcd 14976 (2003).

Petition ofPuerto Rico Telephone Company, Inc, for Election ofPrice Cap Regulation and
Limited Waiver ofPricing and Universal Service Rules, WC DocketNs. 07-292, 07-291, 08
18, DA No. 08-1026 (Wir. Compo Bur., reI. May 6, 2008)("Mid-size Price Cap Conversion,
Order'')(permitting Puerto Rico Telephone Co., Consolidated Communications, and Frontier
Telephone to convert rate-of-retum properties to price cap regulation). .

See, e.g., Developing a Unified Intercarrier Compensation Regime, Further Notice of
Proposed Rulemaking, 20 FCC Rcd 4685 (2005) ("Intercarrier Compensation FNPRM');
Special Access Rates for Price Cap Local Exchange Carriers, Order and Notice ofProposed'
Rulemaking, 20 FCC Red 1994 (2005) ("Special Access NPRM''); Multi-Association Group
(MAG) Plan for Regulation ofinterstate Services afNon-Price Cap Incumbent Local
Exchange Carriers and Interexchange Carriers, Report and Order and Second Further
Notice ofProposed Rulemaking, 19 FCC Rcd 4122 (2004) ("Second MA G Further Notice'');
High-Co~t Universal Service Support; Federal-Stale Joint Board on Universal Service,
Notice ofProposed Rulemaking, WC Docket No. 05-337; CC Docket No. 96-45,23 FCC
Red 1531 (reI. Jan. 29; 2008 ("Joint Board Comprehensive USF Recommended Decision
NPRM'); High-Cost Universal Service Support; Federal-State Joint Board on Universal
Service, Notice of Proposed Rulemaking, WC Docket No. 05-337; CC Docket No. 96-45, 23
FCC Red 1467 (reI. Jan. 29, 2008)("Identical Support Rule NPRM'); High-Cost Universal
Service Support; Federal-State Joint Board on Universal Service, Notice of Proposed
Rulemaking, WC Docket No, 05-337; CC Docket No. 96-45, 23 FCC Rcd 1495 (reI. Jan. 29,
2008) ("Reverse Auctions NPRM')(collectively "USF Notices'').
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price cap study areas, in the States of Alabama and Missouri, which it acquired from Verizon and

represent approximately 25 percent of the Company's total access lines. In addition, it owns 66

rate-of-return study areas of varying sizes in 25 states. Twenty eight of these study areas

currently offer switched and special access services from their own tariffs. Thirty eight of those

study areas are included in NECA's traffic sensitive switched and special access pools, three of

which are average. schedule companies which are not part ofthis waiver petition.

CenturyTel has found that .operating pursuant to these disparate forms ofregulation has

become burdensome, particularly because price cap and rate-of-return regulation involve

different obligations with respect to rate-setting andtariffadministration at the FCC. CenturyTel

believes that it can become more efficient, and reduce its costs, by unifying these regulatory

systems, to the extent feasible, under a price cap form. of regulation. Permitting CenturyTelto

place its properties under.the price cap form ofregulatiori would benefit ratepayers who would.

share in these efficiencies pursuant to the price cap rules.

II. CENTURYTEL PROPOSES TO CONVERT TO A TOTAL COMPANY
PRICE CAP STRUCTURE UNDER THE WINDSTREAM ORDER
MODEL.

Section 61.41 (a)(3) of the Commission's rules unambiguously permits incumbent local

exchange carriers ("ILECs") to elect price cap regulation."s Prior to the adoption of the

Windstream Price Cap Conversion Order, there was no clear path provided for rate-of-return

carriers to convert to price caps. Now, however, the FCC has established the policy and

financial obligations that would meet with the FCC's approval. Therefore, CenturyTel proposes

to fashion its request for waivers patterned on that Order, including the clarifications

S All of CenturyTel's rate-of-return study areas meet the definition of "rural telephone
company" under 47 U.S.C. § 153(37).
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Windstream provided in its ex parte letters.6 Consistent with Windstream's proposal, CenturyTel

does not propose overall increases in its switched or special access rates. The Company

believes rate decreases will result from its conversion to price cap. Moreover, the path proposed

in this Petition will not burden interstate access support ("lAS"), the explicit universal service

support mechanism created in the CALLS Order.' In fact, CenturyTel's proposal would result in

an overall reduction in the amount ofuniversal service support CenturyTel receiv.es and a

corresponding reduction in the overall size of the high-cost fund.

Because the path to price cap regulation and availability ofnecessary universal service

. support to a new price cap carrier are not clearly governed by the rules after the CALLS Order,

CenturyTel proposes an approach to its conversion to price cap regulation that relies to the ...

largest extent possible upon the Windstream Price Cap Conversion Order, which was itself·

: • '.' ...\ .patterned off of the existing CALLS framework. Like Windstreani before it,.as part of the ,

6

,

conversion, CenturyTel will need limited waivers ofone ofthe CALLS price cap rules and the

universal service support mechanism rules to facilitate the conversion of most of its rate-of-

return study areas to the pricing regime, adapted to a iargely rural carrier electing price cap

regulation post-CALLS. The proposed waivers would provide interim reJiefuntil such time as

the Commission clarifies in a rulemaking howa rural rate-of-return carrier can convert to price

cap regulation.

Letter from Eric N. Einhorn, Vice President Federal Govenunent Affairs, Windstream
Communications, Inc" to Marlene H. Dortch, Secretary, FCC, WC Docket No. 07-171 (Feb.
4, 2008) ("Wil)dstream February 4 Letter"); Letter from Eric N..Einhorn, Vice President
Federal Govenunent Affairs, Windstream Communications, Inc., to Marlene H. Dortch,
Secretary, FCC, WC Docket No. 07-171 (Feb. 29, 2008) ("Windstream February 29 Letter");
Letter from Eric N. Einhorn, Vice President Federal Govenunent Affairs, Windstream
Coinrnunications, Inc., to Marlene H. Dortch, Secretary, FCC, WC Docket No. 07-171 (Mar.
7,2008) ("Windstream March 7 Letter").

T See CALLS Order, 15 FCC Rcd at 13039-63.
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III. FULL PRICE CAP REGULATION WILL ALLOW CENTURYTEL TO
CONTINUE EFFICIENT OPERATIONS IN A CHANGING MARKET.

CenturyTel is operating efficiently, and the proposals in this Petition will match a more

appropriate form ofregulation to CenturyTel's operations. CeniuryTel already operates six

study areas as price cap pursuant to waivers of the FCC's price cap all or nothing rule.8

CenturyTel purchased these study areas in Alabama and Missouri from Verizon.

The remainder ofCenturyTel's study areas operate under rate-of-return regulation at the

federal level. All of these study areas qualify as a "rural telephone company" pursuant to the

Communications Act. These disparate forms ofregulation impose unnecessary costs on

CenturyTel which its competitors do not normally bear. Based on CenturyTel's experience with
. ..

both types of regulation, CenturyTel has concluded that price cap regulation will better enable it
..

to continue to operate efficiently, promising greater rewards for both the consumer and the
....... :. i',;· i.:::

.carrier going forward. The administrative simplicity afforded by a single regulatory regime also
. ! \

strongly favors conversion of CenturyTel's rate-of-return properties to price cap regulation.

Eliminating this complexity will ~ed~ce CenttiryTel's costs, positioning it to compete more

effectively and better maintain competitive rates for its customers.

IV. CENTURYTEVS PRICE CAP CONVERSION PROPOSAL

With the requested waivers, the main elements of the proposed pricing and universal

service regime are as follows:

• Price Cap Structural Rules: As of the effective date, which should be no later than
January I, 2009, the proposed price cap regulatory structure that would apply to
CenturyTel's converted study areas would be based on the structural rules established

8 See ALLTEL Corporation Petition for Waiver ofSection 61.41, 17 FCC Red 27694 (Wir.
Compo Bur. 2(02); waiver extended, Multi-Association Group (MAG) Plan for Regulation of
Interstate Services ofNon-Price Cap Incumbent Local Exchange Carriers and Interexchange
Carriers, CC Docket No. 00-256, Report & Order & Second Further NPRM, 19 FCC Rcd
4122, 4129, ~ 10 n.40 (2004). . .

5



in the CALLS Order. but CenturyTel would not 'join" the pricing and universal
selVice support regime applied to price cap carriers in the CALLS Order. 9 CenturyTel
specifically commits to compliance with the rate structure rules identified in the
Winds/ream Price Cap Conversion Waiver Order. 10

• Switched Access: For the rate-of-return study areas to be converted to price cap
regulation, CenturyTel will convert its rate-of-return switched access rates to the price
cap switched access rate structure established in the CALLS Order and, for those
converted study areas with average traffic sensitive ("ATS") switched access rates
(the sum ofthe local switching and transport components) higher than the "primarily
rural price cap" carrier target under the CALLS Order of $0.0095 per minute, will
reduce those ATS rates to that target level using a transition process consistent with
other CALLS companies. I I CenturyTel's composite, weighted ATS rates in the study
areas where it develops its own rates already average about $0.0099 per minute and
will be reduced further by transition of above-target rates to the $0.0095 target
leve1.!:!

• Speci,lI Access: CenturyTel will initialize its price cap rates for special access
seIVices in the converted study areas at current rate-of-return levels. Unlike the price
cap carriers that were initially part ofCALLS, and that were permitted to freeze their
special access rates in 2004, CenturyTel's rate-of-return special access rates have
declined steadily over the past few years. As a result, its standard monthly special
access rates are now lower than the standard special access rates charged by the
typical CALLS companyandare significantly lower than the special access rates that
CenturyTel would be charging currently had it participated in the CALLS plan from
the start. 13 Further reductions are not required by the current price cap rules and
would unnecessarily penalize CenturyTel.

9 This Petition does not include CenturyTel's three small rate-of-return average cost schedule
study areas, CenturyTel ofPostville, CenturyTel ofChester, CenturyTel ofMidwest
Wisconsin-Wayside, which together account for only 0.4 percent of CenturyTel's access
lines companywide. Consistent with the exception in 47 C.F.R. § 61.4l(b), CenturyTel
would leave those study areas under rate-of-return regulation as average schedule companies
participating in National Exchange Carrier Association ("NECA') tariffs.

10 Winds/ream Price Cap Conversion Order at ~~ I 1-18.

11 CALLS Order. 15 FCC Rcd at 13021-22, 13035-36; 47 C.F.R. § 6I.3(qq)(2). The low
density carriers for which the CALLS Order prescribed a $0.0095 target ATS rate will be
referred to throughout as "primarily rural price cap" carriers, consistent with the usage in the
CALLS Order. CALLS Order, 15 FCC Rcd at 13035-36.

12 CenturyTel proposes to treat 35 of its 38 NECA pool member study areas differently.
CenturyTel intends to withdraw 35 study areas from NECA's traffic sensitive pool and
initialize their traffic-sensitive switched and special access rates based on their own revenue
requirements as of year end 2007 data, excluding marketing costs, and submitted to the FCC
as part of the conversion process. These would form the going-in rates for price cap
conversIOn purposes.

13 Rate comparisons to typical CALLS companies are based on month-to-month DSl and DS3
rates using one channel termination and 10 miles of transport. CenturyTel's current rate-of
return DS I and DS3 weighted averagecomposite rates are 73 percent and 83 percent lower,

6
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• Universal Service: Conversion to price cap regulation would not be feasible without
the continued availability of reasonable universal service support consistent with the
CALLS plan. CenturyTel proposes to continue to receive interstate common line
support ("ICLS") for the converted study areas. Importantly, CenturyTel's total ICLS
and per-line amounts will be frozen post conversion. Thus, they will be less than the
total ICLS funding it would otherwise have received as a rate-of-return carrier.
Unlike ICLS support under rate-of-return regulation, the ICLS support CenturyTel
will receive for a given access line will be lost entirely when it loses a line.

V. CENTURYTEL'S CONVERSION TO PRICE CAP REGULATION IS IN
THE PUBLIC INTEREST.

The Windstream Price Cap Conversion Order also recognized the public interest benefits

of conversion to price cap regulation. The Commission noted that price cap regulation can

provide incentives for carriers to become more productive, innovative, and efficient. This effect

wo~ld benefit consumers directly or indirectly through more efficient pricing.14 , CenturyTel'~

copversion plan will create the very incentives the Commission discussed in the Windstream .
.. -'-,'

Price Cap Conversion Order.

As the Commission explained in the LEC Price Cap Order, price ClIP regulation

"pemit[s] LECs to migrate their rates toward a set of prices that enhances efficiency," as opposed .

to rate-of-return regulation, under which ''regulators dictate prices on the basis of fully

distributed costing principles,',ls which penalizes efficient carriers like CenturyTel. Price cap

regulation rewards "companies that become more productive and efficient.,,16 This productivity

and efficiency ultimately benefits consumers.

Price cap regulation produces these public interest benefits while using fewer regulatory

and administrative resources to police carriers than are required to prevent the misallocation of

respectively, than what they would have been under the CALLS plan. See Declaration of
Jeffrey S. Glover, Appendix A, at ~ 7 ("Glover Declaration").

14 Windstream Price Cap Conversion Order at '\I 8.

IS LEC Price Cap Order,S FCC Rcd at 6791.

16 /d, at 6187.
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costs under rate-of-return regulation. 17 As the Commission discussed in the LEC Price Cap

Order:

Previous orders in this docket have articulated the pressures that a
rate of return system places on cost allocation systems.... Indeed,
given the incentives rate ofreturn creates for companies to
misallocate costs, thereby threatening our policy of ensuring that
rates are based on their fully distributed costs, we spend a great
deal ofour regulatory resources policing our cost allocation
systems. Under incentive regulation, prices would no longer be set
by reference to a set of fully distributed costs.... Incentive
regulation, by in large measure removing the incentive to
misallocate costs between services, may mitigate misallocation as
a regulatory concern. ]8

Price cap regulation also stimulates residential and business customer demand for

telecommunications services.19 More efficient use of and greater demand for the nationwide

tel~ommunicationsnetwork,in tum, contributes to overall economic growth by reducing the

.cost of telecommunications services that are used. by other industries to produce goods and

. services.2o

These factors also facilitate the development of competition. As the Commission

explained:

In the case ofthe LECs' interstate services, the optimal fOrIn of
regulation would largely replicate the competitive outcome....
The current LEe price cap plan represents, in large part, a program
ofimproving consumer welfare by introducing profit incentives
and priee constraints that more closely replicate the operation of
competition than traditional, rate-of-return regulation?]

\7 See id. at 6788.

\8 ld. at 6191.

19 See id. at 6192.

20 Price Cap Performance Reviewfor Local Exchange Carriers, First Report and Order, 10
FCC Red 8961, 8965 (1995).

2\ ld. at 9002.
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The public benefits ofprice cap regulation are especially evident in the post-CALLS

environment. The CALLS Order greatly improved the economic benefits ofprice cap regulation

by imposing a cost causative rate structure that drives down usage rates by forcing carriers to

recover non-traffic sensitive costs with fixed rates.22
' By reducing implicit subsidies and making

them explicit, the post-CALLS rate structure "will be more apparent to the end user," thus

encouraging competitive entry and thereby promoting local and long distance competition and

more rational investment decisions.23

In spite of its sparsely populated service area, with fewer than 12 access lines per square

mile on a holding company basis, CenturyTel~s efficient operations have resulted in special

access rates that are comparable to or lower than those ofmost rural and mid-size price cap

carriers and RBOC rate levels.24 CenturyTel's competitive rates are a direct result of its,

continual efforts to optimize,its cost structure.

As of the second quarter of 2008, more than 85 percent of CenturyTel's access lines are

broadband enabled. Any savings generated by the efficiencies ofprice cap regulation will better, .'

enable CenturyTel to continue upgrading its network and extending its widespread broadband

deployment. Converting'to price cap regulation thus will promote competition and enhance

CenturyTel's pro.ision of advanced services, mcluding broadband, to its customers,

These public interest benefits will not be fully realized ifCenturyTel continues to operate

'under two regulatory regimes. The administrative difficulties associated with pricing under dual

22 CALLS Order, 15 FCC Red at 13017 (discussing the Access Charge Reform Order, in which
the FCC, "[r)ecognizing that a significant portion oflocal switching costs ... do not vary
with usage, ... required that such non-traffic sensitive costs be recovered on a flat-rated,
rather than usage sensitive basis." See Access Charge Reform, First Report and Order, 12
FCC Red 15982, 16034 (1997).

23 CALLS Order. 15 FCC Red at 12964, 12980, 12990-94, 12997-98.

24 See Glover Declaration at ~~ 4, 7.
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regulatory systems will only increase going forward. Moreover, the uneconomic incentives

imposed by rate-of-retum regulation place pressures on carriers to raise their rates in order to

meet authorized rates of return as competition increases from wireless and VoIP providers. As a

result, at a time when carriers might need to reduce rates to stay competitive, rate-of-return

regulation produces incorrect economic incentives to increase rates, Therefore, CenturyTel's

business planning will become increasingly difficult as it is pulled in different directions by

contradictory regulatory incentives. Conversion to price cap regulation under the conditions

spelled out in this Petition will allow CenturyTel to continue to optimize its cost structure,

thereby maximizing efficiency, promoting competition and creating ongoing incentives for

CenturyTel's network investment

VI. .THE WiilDSTREAM PRICE CAPCONVERSIONORDER PROVIDED
GUIJ:)A~~~,ONAN ACCEPTABLE PATH TO PRICE CAP
CONVERSION FOR RATE-OF-RETURN COMPANIES.

'".,:; ..,

.\

,I·

the WindstreamPrice Cap Conversion Orderptovided a detailed map ofhow a rate-of-'

return coinp;my may convert to price caps.· CenturyTel would like to take the opportunity to

follow this guidance, with minor exceptions, in making its own conversion to price caps. As

indicated previously, the FCC found that Windstream's conversion to price caps was in the

public interest. The Commission allowed Windstream to place its rates into five baskets,

common line, CMT, traffic sensitive switched interstate access, trunking and special access.25

Under the conversion plan, universal service receipts are excluded from CMT revenues.

CMT revenues induded Windstream's2007 subscriber line charge ("SLC") revenues plus the

marketing expenses shifted to the CMT basket from the local switching and transport baskets

25 Windstream Price Cap Conversion Order at 1(11. Windstream was required to establish the
interexchange basket if it offered services subject to such a classification. Id.
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pursuant to Section 69.156 of the Commission's rules.26 Average price cap CMT revenues per

line, plus the SLC and presubscribed interexchange carrier charge ("PICC") caps created the

ceiling on SLC charges. Common line rates were established based on its January 1,2008 end

user rates, divided by 2007 base period demand.27 The FCC required Windstream to reduce the

CMT basket price cap index ("PCr') by the amount of SLC and PICC reven\les it agreed not to

collectbecause it was accepting as interstate replacement funds its 2007 ICLS receipts.28

Windstream set its ATS rates to equal $0.0065, based on its average lines per square mile

in accordance with Section 61.3(qq).29 Switched access rates were required to be reduced for

any marketingexpenses.3o Windstream was required to establish actual price indexes, service

.categories, and service band indexes for traffic sensitive and trunking baskets.31 The FCC

allowedWindstremn to use its January I; 2008 special access rates as the going in value to'

.. :..

, establish its special access PCI, using 2007 base ~eriod demand.32

The FC.C granted Windstream a waiver to allow it to continue to receive, in lieu of

. Interstate Access Support ("lAS"), the same level ofICLS per line it received in 2007, based'on

true ups applicable to 2007, disaggregated at the study area level. The FCC also capped

Windstream's future overall annual ICLS to an amount equal to Windstream's overall 2007

26 ld. at ~ 12.

27 ld. at ~ 13.

28 ld. at ~ 14.

29 ld. at ~ 16. Frontier Telephone was allowed to target its ATS rates to meet the primarily rural
target of$0.0095 because it had 17 lines per square mile. Thus, it had less than 19 lines per
square mile-the threshold density required by section 61.33(qq)(2). Mid-Size Price Cap
Conversion Order at ~ 5.

30 Winds/ream Price Cap Conversion Order at ~ 16.

31 ld. at ~ 17.

32 !d. at ~ 18.
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ICLS receipts, after application ofany required true-ups. This waiver was conditioned on any

future changes the FCC adopts in its access charge or universal service reform proceedings. JJ

The frozen amount would be computed by dividing the final amount of 2007 ICLS by

twelve times the average of line counts for December 31, 2006 and 2007. Given that final 2007

figures were not then available, the FCC granted Windstream an interim monthly ICLS amount

dividing the ICLS it actually received in December 2007 by December 31, 2007 line counts.

Once fmal2007 figures were available, interim disbursements would be trued up based on the

final 2007 figures, 34 The Commission partially waived sections 54.90 I(a) and 54.903 ofthe rules

to accomplish this result. The FCCaiso waived Section 69.3(i)(1) ofthe rules to permit

Windstream to withdraw properties that had been in NECA's traffic sensitive pool on less than

the requirednotic,:}5,

Vu. " CENTURYTEL WOULD ESTABLISH ITS PRICECAJiSiN
ACCORDANCE WITH THE CONDITIONS OUTLINED IN THE
WINDSTREAM PRICE CAP CONVERSION ORDER. ..

As specified above, the FCC provided details on the'methodology that Windstream

should use in creating its price cap baskets, bands and indexes, except that it would target ATS

rates at the primarily rural rate of$0.0095.36 CenturyTel is willing to follow the rules specified

in the Windstream Price Cap Conversion Order. Specifically, CenturyTel would eliminate

marketing expenses from its ATS revenues in establishing its price cap baskets and PCls. In

addition, consistent with the Order, for its company-filed tariffs, it would iniiialize rates based on

33 Id. at ~ 20.

34 [d. at ~ 21.

35 [d. at ~ 24. Section 69.3(i)(I) requires that carriers withdrawing from a NECA pool provide
NECA with notice no later than March 1 of the year in which it will establish its own annual
access rate filing the following July I.

36 See Section VIII.B., infra.
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July 1,2008 rates, using the same projected demand figures which formed the basis ofthose July

1,2008 rates. For its companies exiting the NECA pool, CenturyTel would initialize rates based

on its 2007 revenue requirements and annual demand. Finally, it agrees to forgo any increase to

the PICC or the CCL charge because of any decrease to ICLS revenues.37

VIII. CENTURYTEL'S INITIAL PRICE CAP RATES SHOULD BE BASEDON
ITS CURRENT RATE-OF-RETURN RATES.

The X-factors established in the CAllS Order operated to reduce switched access usage

rates to specified target levels and to reduce special access rates over a set period of time. Under

the price cap rules, price caps were set at GDP-PI (a measure ofthe'rate of inflation), minus the

X-factor. Once switched access rates reached the targets, the CALLS switched access X-factor

was adjusted to an inflation offset, effectively freezing switched access rates under the price cap. ....

rules. Similarly, on July 1,2004, the special acce.ss X-factor was adjusted to an inflation offset,.

. effectively freezing special access rates.38

A. No Further Reduction In CenturyTel's Already Reduced Rate-Of-
Return Special Access Rates is Necessary or Required. .- .

Because the CALLS Order froze price cap special access rates in 2004, CenturyTel would

not be required by the current price cap regulations to reduce its special access rates any further

upon conversion to price cap regulation. Moreover, unlike price cap carriers, CenturyTe1 has

steadily reduced its rate-of·return special access rates, including for the period after 2003. In

37 Windstream Price Cap Conversion Order at ~ 14. Price cap companies are required to freeze
allocation factors and category relationships used in the jurisdictional separations process
based on annua12000 data. 47 C.F.R. § 36.3(b). The effective time period for that rule was
extended in Jurisdictional Separations and Referral to the Federal-State Joint Board, CC
Docket No. 80-286,21 FCC Rcd 5516 (2006). CenturyTel asks for a waiver of this rule to
permit it to freeze allocation factors and category relationships, to the extent it has not
already done so for specific study areas, based on annual 2007 data so that it is not required
to go through the burdensome effort to reconstruct 2000 data solely for separations freeze .
purposes.

38 CALLS Order, 15 FCC Rcd at 13019-21.
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fact, its standard monthly rate-of-retum special access rates are now below the typical CALLS

company standard monthly special access rates after the CALLS participants' four year special

access reductions under CALLS.39 For example, in one of CenturyTeI's company-filed tariffs, its

standard monthly rate-of-return special access rates are approximately 76 percent lower than

what they would have been at this juncture if its rate-of-return study areas initially had been part .

ofCALLS.40 Thus, CenturyTeI's current special access rates are lower than rates that were

deemed reasonable under the CALLS Order and should not be reduced any further upon the

conversion to price cap regulation.

B. CenturyTei's Rate-Of-Return Switched Access Rates are Being
Reduced to an Optimum Level for a Rural Price Cap Carrier with
CenturyTel's Cost Characteristics.·

For its company-filed tariffs, CenturyTel proposes that its iniiial switched access rates be

.. developed based on its July 1,2008 rates: togeth'erwith the same projected demand that was· iJsed .

, to develop thos~ rates, which have become effective without suspension or investigation. kis··'

anti~ipated that Cc:nturyTel's initial swiiched access rates will produce an average ATS rate:of

$0.0099. CenturyTel would consolidate some of these rates for these tariffs on a revenue neutral

basis in order to achieve rate-setting efficiencies. Any rate adjustments would be minor and

therefore customers would be protected. The switched access X-factor under the CALLS plan

was initially set at 6.5 percent, and was applied to ATS rates until the ATS rate reached the target

for each CALLS c'ategory of carrier. For primarily rural price cap ILECs (those with an average

ofless than 19 access lines subject to SLCs per square mile), the ATS target was set at $0,0095

39 Rate comparisons to average CALLS companies are based on month-to-month OS I and DS3
rates using one channel termination and 10 miles of transport.

40 CenturyTel's l:urrent rate-of-return study area OSI and DS3 weighed average composite rates
are 73 percent and 83 percent lower, respectively, than what would have been charged under
the CALLS Plan. See Glover Declaration at 17.
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per minute.41 Overall, CenturyTel currently averages less than 12 switched access lines per

square mile, at the holding company level.

Because CenturyTel's initial switched access rates at the authorized rate of return are

expected to result in an ATS rate in excess of the $0.0095 target, CenturyTel proposes to

transition those rates down to the $0.0095 target in compliance with the existing price cap rule,

including the application of the X factor to these going in rates, as Windstream did in its

conversion.42 In order to implement this pro-consumer overall rate reduction, CenturyTel will

need limited relief from the CALLS pricing rules

C. Treatment of CenturyTei as a Primarily Rural Price Cap Carrier
Meeting the ATS Target Threshold of Less Than 19 Lines Per Square
Mile Would Serve the Public Interest.

.CenturyTel meets the requirement of section 61.3(qq)(2)of the rules that a holding .....

companymus(avc:rageless than 19 lines per square mile to qualifY for the $0.0095 ATS target .' ... :..... ',: :'""

However; CenturyTel does not meet the requirement that all of its lines to which this target

applies .were owned by such a holding company as ofJuly I, 2000 or under a binding and

executed contract to purchase as of April I, 2000. The only reason CenturyTel fails to qualify

for the $0.0095 ATS target rates is this detail oftiming. Because CenturyTel's cost

characteristics are such that rates at its authorized rate of return are expected to produce an ATS

in excess of$0.0095, the public interest would be served by waiving section 61.3(qq)(2) of the

rules to allow CenturyTel to bave an ATS target of$0.0095.43 Even with this relief, it is

expected that the required reduction to the ATS target will produce rates that initially produce

less than the authorized rate of return. CenturyTel will need to make improvements in

41 CALLS Order, 15 FCC Rcd at 13035.

42 Winds/ream Price Cap Conversion Order at1 16.

43 47 C.F.R. § 61.3(qq)(2).
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productivity simply to eam its authorized rate ofreturn at the $0.0095 target level. A further

reduction to the $0.0065 target which would apply absent the requested waiver presents a

potentially insurmountable productivity hurdle. The Commission granted Frontier a waiver to

permit it to use the $0.0095 target rate in just these same circumstances.44

1. Good Cause Exists for a Waiver of Section 61.3(qq)(2) orthe
Commission's Rules to Allow CenturyTel to Set the ATS
Target at $0.0095 Per Minute.

Waiver oflhe Commission's rules is'permitted upon a showing of "good cause.'.45

Specifically, "(t)hc: FCC may exercise its discretion to waive a rule where particular facts would

make strict compliance inconsistent with the public interest:.46 or, alternatively, where "special

circumstances warrant a deviation from the general rule and such a deviation will serve the " .

public interest.',47 In determining whether to grant a waiver, the Commission may take into. ' , ,',' c' '

" accolmt special considerations of equity or:"more effective.implementationofoverall policy','eon.:,), , : ,J,

.an individual basis.48

In these circumstances; strict compliance with the date requirement for section

61.3(qq)(2) would be inconsistent with the public interest and would undermine the policy goals

ofpost-CALLS price cap regulation. CenturyTel's density and related cost characteristics more

closely resemble primarily rural price cap carriers with fewer than 19 switched access lines per

square mile than the typical carrier subject to the lower ATS targets of$0.0055 for RBOCs and

44 Mid-size Price Cap Conversion Order at' 13.

45 See 47 C.F.R. § 1.3.

46 Northeast Cellular Tel. Co. v. FCC, 897 F.2d 1164,1166 (D.C. Cir. 1990) ("Northeast
Cellular"); Policies and Rules Concerning Operator Service Access and Pay Telephone
Compensation, 7 FCC Rcd 4355,4364 n.118 (1992) ("Payphone Compensation").

47 Northeast Cellular Tel. Co., 897 F.2d at 1166.

48 WAIT Radio v.FCC, 418 F.2d 1153, 1159 (D.C. Cir. 1969), cert. denied, 409 U.S. 1027
(1972) ("WAIT Radio").
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$0.0065 for other ~on-rural carriers.49 In establishing the "multi-tier target rate system" and a

target ATS rate of $0.0095 per minute for primarily rural price cap carriers, the CALLS Order

explained:

Due to the nature of their service areas, primarily rural price cap
LEes experience costs that are significantly higher than other price
cap LECs of their size, and are unable to spread those costS over a
large subscriber base. Therefore, we agree that the higher level is
appropriate for primarily rural price cap LECS.so

The Commission specifically noted that "because VALOR and Citizens have fewer lines per

square mile of service area than non-rural price cap LECs, their lines must run farther, and the '

cost of exchanges is distributed among few~r end users. ,,51

Bec'luse C,mturyTel's overall cost characteristics resemble those ofa primarily rural,

price cap carrier, alld because authorizatipn to chargeATS rates meeting or lower than the, ". '
. "-. .

. primarilYrur!U price cap. targe! will t:na~le CellturyTel tO,convert to price cap regulatiplI, "special ",' ,,','
.' .. , ,". ',; '",~, :{ ' •. , .~ , ; ' " ., " ',. 1', '.'. ' . . '.',' ,'" '

circurnstan.t;es warrantadeviation from the general rule and such a deviation will serve.the. '•.

public intereSI.,,52 , .Cl:nturyTel's switched acc~ss J1ltes in the converted study areas wjll be lower
: "", . .., .' '.

than they are now particularly in those study areas above the target of$0.0095 per minute. The

conversion to a price cap rate structure and lower average ATS rates facilitated by a waiver will

directly benefit CenluryTel's customers and promote competition. Accordingly, waiver of the

deadline outlined in Section 61.3(qq)(2) for identifying per line density would provide for a

"more effective implementation of overall policy,,53 and should be granted.

49 CALLS Order. 15 FCC Rcd at 13021-22.

so Id. at 13036.

51 Id. at 13036 n.389.

52 Northeast Cellular, 897 F.2d at 1166

S3 WAIT Radio. 418 F.2d at 1159
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2. Only Limited Reductions In CenturyTel's Switched Access
Rates Are Required.

Once a primarily rural price cap carrier's ATS rates are reduced to its proper target level,

CALLS requires no further reduction in those rates. 54 CenturyTeJ's efficient operations have

already brought many Of its rate-of-return switched access rates down to or below the proper

ATS equivalent target rate under CALLS. With a waiver of Section 61.3(qq)(2), many of

CenturyTeJ's'converted study areas will be charging the appropriate ATS rates. For those

converted study areas with ATS rates above the primarily rural price cap target of$0.0095 per

minute, the ATS rates will be reduced using a transition process consistent with the ATS
I

reductions implemented by the other CALLS companies, starting with the tariff filing to become

effective January I, 2009. the appropriateness of this approach was confirmed by the

C~mmission in the Windstream Price Cap Conversion Order.55'

After a primarily ruialpiice cap'carrier's ATS rates were reduced to the target rate of ',"

$0.0095 per minute under CALLS, the switch~d access X-factor was then applied to i~ eCL".

'charges until'they were el~inatedor uniil June 30, 2004, whichever was e~lier.5/At tharpoint,

the X-factor was set at GDP-PI, thereby effectively freezing switched access rates.5? CenturyTel,

however, has eliminated its CC;L charges. Moreover, the one-time $2.1 billion industry-wide

switched access reduction was fully implemented in 2000. 'With the requested waiver, the

current price cap rules accordingly do not require any further reduction in CenturyTel's switched

access rates in the converted study areas once its ATS rates all reach $0.0095 per minute or less.

54 CALLS Order, 15 FCC Rcd at 13022, 13029-30.

55 Windstream Price. Cap Conversion Order at '16.

56 Id. at 13022.

5? Id.
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Coupled with the reductions in ICLS funding under CenturyTe!'s requested universal

service waiver relief explained herein, in addition with CenturyTel's 70 percent traffic sensitive

switched rate reductions which have occurred in a major company-filed tariffover the last eight

years since CALLS,58 it would be especially unreasonable to require further reductions in

CenturyTel's switched access rates below those reductions proposed above.59 Because ICLS

replaced rate-of-rc:turn carriers' CCL revenue, the reduction in CenturyTe]'s ICLS funding that

will result from it:; conversion to price cap regulation and requested universal service waiver

relief is equivalent to an additional reduction in its switched access charges.60

D. Because CenturyTe1 will Withdraw 35 Rate-of-Return Study Areas
from NECA, it Will Establish Going in Rates Based on CompaDy- ;
Specific Revenue Requirements aDd Demand Data and Then Convert
the Study, Areas to Price Caps.

Thirty five' CenturyTel study areas are currentiy included in NECA's traffic sensitive

pool, and would be withdrawn from these,poolspursuant to this petition, Twenty six ofthese ,'.

study areas charge Band 1 rates·for traffic'sensitive switched access. Because these study area'"

rates have not been based on their own costs, CenturyTel proposes to initialize their access rates

based on their own 2007 revenue requirements at an 11.25% rate of return, less marketing

expenses that are required to be subtracted from ATS revenues. CenturyTel would use historic

demand for the twelve-month period ending, December 31, 2007 for rate initialization

calculations. CenturyTel proposes to establish rates that would group some of these properties in

order to simplify the rate-setting process. The ATS rates for these NECA properties now average

$0.0117 only 23 percent above the current ATS target rate of $0.0095. CenturyTel proposes to

58 See Glover Declaration at ~ 5.
59 See Section VULE., supra.

60 See MA GOrder. 16 FCC Rcd at 19664-88 (eliminating CCL charges and replacing rate-of
return carriers' CCL revenue with ICLS funding).
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transition that rate further to the primarily rural price cap target of $0.0095 per minute consistent

with the way in which other CALLS carriers transitioned rates to their respective target ATS

rates. At that point, there will be no need for any further access charge reductions under the

rationale of the CALLS Order. As in the case of the other study areas, CenturyTel's NECA

converted switched access rates will be reduced to the appropriate ATS rate, and its special

access rates will be lower than typical post-CALLS special access rates. CenturyTel requests a

waiver ofSection 69.3(i) to pennit it to withdraw these study areas from NECA and file its own

tariffs without providing the notice required by Section 69.3(i) of the rules.61

Establishing rates based on each study area's costs would be enormously burdensome to

CenturyTel. Such an effort would.entail performing 35 new cost studies for these properties,

which will only bl: usefulJor this one exercise. It would be far more efficient to simply develop"

group rates, based ~n2007 hisioric cost and demand, to irntialize price cap rates for these

properties. Ratepayers would not be h~ed because these rates would not ,rise. In addition,

these rates would further be reduced to the $0.0095 rate over time. Furthermore, the special

access rates are far below other CALLS companies' special access rates. Therefore, this

simplified procedure to initialize rates would be in the public interest because customers would

be protected.

E. CenturyTel Requests That It Be Permitted to Avoid Another Tariff
Filing in Six Months.

CenturyTel has filed access tariff revisions every two years consistent with Section

69.3(f) of the Rul<:s. The last such filing was made effective July 1,2008, based on projected

61 Although the rule is geared toward an access filing made on July I, the current petition
provides as much notice to NECA as would be required if CenturyTel notified NECA on
March 1 that CenturyTel would file its own tariffs to be effective on the July 1, which is a
tolal of four months.

20



cost and demand figures for the following two years. Ifthis waiver is granted as requested, its

price cap conversion tariff filing would become effective January 1,2009, a mere six months

after the last tariff filing, including an initial reduction in rates using the 6.5 percent X-factor.

Given this recent tariffing activity, CenturyTel requests that it be pennitted to delay its next

annual access filing until July 1, 2010, eighteen months later. This period of time would avoid

CenturyTel having to make three complete tariff filings in a twelve-month time frame. In

addition, such period is a reasonable transition period out of the biennial annual access filing

period for rate-of-retum carriers. In order to accomplish this one-time adjustment in filing

deadlines, CenturyTel·asks for a waiver of Rule 69.3(h), which requires price cap companies to

make annual access filings. 62 Furthennore" the company needs time to develop additional .

efficiencies to offi;et the revenue and return reductions that will occur after the· initial application:'.,

of the X-factor on January 1,2009.

IX. TARGETED PARTIAL RELIEF FROM CERTAINUNIVERSAL
SERVICE: RULES WOULD SERVE THE PUBLIC INTEREST BY
REDUCING CENTURYTEVS LEVEL OF SuPPORT.

Universal service support remains important to CenturyTel. The network expenditures

discussed in this Petition depend, in significant part, on continued high-cost support.

CenturyTel's successful conversion to price cap regulation is inherently intertwined with the

efficiencies generated by continued network investment. CenturyTel will require continued

high-cost universal service fund ("USF") support, albeit at reduced levels, in order to realize all

. - ":i ,. ". ",' .;" ~/.

:. l'-'t

, , . f'

62 Ifthe Commission needs CenturyTel to make an annual filing on July 1,2009, CenturyTel
respectfully requests that it be able to delay applying the X-factor a second time in one year
to the rates in the July I, 2009 filing. This decision would be consistent with the CALLS
rules which require the X-factor to be applied only once per year. Such a result would not

. produce an inordinate delay in accomplishing access rate reductions to the ATS target levels
and will pennit the company to take responsible steps to manage the adjustments to
accommodate the impact such reduced access revenues will have on its operations. These
adjustments will initially cause the company to achieve a rate of return less than 11.25% and
will require th,: company to achieve significant efficiencies.

21



. 63

ofthe public interest benefits, discussed above, that will follow its conversion to price cap

regulation. Moreover, the network upgrades that depend on USF support will enable CenturyTel

to continue its deployment of advanced services including broadband services to rural

consumers.63 Finally, the Commission long ago recognized the need for explicit universal

. service to replace the implicit support that was originally part of interstate access charges.64

A. CenturyTel Seeks Partial Relief from Certain USF Rules that Will
Result in Continued Snpport at a Lower Level.

Existing universal service rules do not clearly address wheiher CenturyTel could continue

to receive high-cost universal service support to cover interstate access costs (i.e., lAS or ICLS)

if it converts to price cap regulation.65 As a price cap carrier, under the Commission's rules,

CenturyTel w~mld no longer be eli~ible for ICLS.66 The Commission has tentatively concluded, .

however, that new carriers ?onverting to pr!ce cap regulation willnot have access to the $650

million lAS fund e,stablished in CALLS.67 However, the Commission had indicated thatit" :.
'!' "

found that continuation of access. replacement funding,for.arate-of-retum carrier converting to

price caps is in the public interest Accordingly, to s.ecure the required high cost USF support

that will assist CenturyTel in its continued efforts to invest, upgrade and maintain its largely rural

properties, CenturyTel requests waiver relief along the same lines granted to Windstream and

Although broadband is not a supported service, the FCC has recognized that "the network is
an integrated facility that may be used to provide both supported and non"supported
services," and has committed itself to "ensuring that appropriate policies are in place to
encourage the successful deployment of infrastructure capable of delivering advanced and
high-speed services." Federal-State Joint Board on Universal Service, Order and Order on
Reconsideration, 18 FCC Red 15090,15095·96 (2003).

64 See, e.g., CALLS Order, 15 FCC Red at 13043.

65 CenturyTel's rural and non-rural high cost loop support will be unaffected by its conversion
to price caps o. by this request. See 47 C,F,R. § 36.601 et seq. (high-cost loop support
available to rural carriers); 47 C.F.R. § 54.309 (high-cost model support available to non
rural carriers).

66 See 47 C.F.R. § 54.901(a) (lCLS is available only to rate-of-return carriers).

67 Second MAG Further Notice, 19 FCC Red at 4163.
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other mid-size carriers in order to continue its support from the ICLS fund, although as a price

cap carrier.68

As described above, rule 54.90I(a) makes ICLS "available" only "to a rate-of- return

carrier.,,69 CenturyTel seeks a partial waiver of that eligibility rule in order to qualify for ICLS

as a price cap carrier. It seeks only a partial waiver so that the amount of support it receives

equals the amount ofper line ICLS it would have received in 2008 if it continued to be qualified

to receive ICLS for the converted lines. To ensure that CenruryTel's ICLS as of January I, 2009

is calculated in thl: same manner as other price cap conversion mid-size carriers, CenturyTel also

requests partial waiver relief from the remainder of the ICLS reporting and support calculation

rules set forth in Sections 54.901 and 54.903 of the Commission's rules.7o Without a waiver of

those rules, Centu:ryTel's ICLS would continue to be calculated in the same manner it is now, .

rather than as modifieda~ Teq~ested herein.

In accordance '~ith the co~~liii~ns laid out in the Winds/ream Price Cap Conversion
,~ " . .

,< .{

Order, CenturyTel ~o~lda~ee iIiatits iCLS support would be frozen, on a company-wide basis;

at the same amount as received in 2008.71 CenturyTel would receive the same amount ofper-

line ICLS support that it received in 2008 divided by the average number of lines from

December 31, 2007 and 2008.· ICLS support will continue to be targeted to access lines at the

68 Windstream Price Cap Conversion Order at ~ 20; Mid-size Price Cap Conversion Order at ~
23.

69 47 C.F.R. § 54.90I(a).

70 47 C.F.R. §§ 54.901-54.903. CenturyTel does not seek relief from the certification
requirement in 47 C.F.R. § 54.904 applicable to recipients ofICLS. CenturyTel would'
continue to provide certifications pursuant to section 54.904 after its conversion. That
provision does not affect the calculation ofthe amount ofICLS funding to be distributed.

71 This freeze would only apply to companies which CenturyTel owned as of the date ofthe
conversion. Any additional purchased property would receive access replacement funding in
accordance with its own circumstances and as permitted by the FCC at the time of the
purchase.
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study area level and appropriately disaggregated. Given that the final figures for 2008 will not

be available for some time, CenturyTel requests that it be provided an interim amount ofper-line

support which would be equal to December 2008 receipts divided by December 31, 2008 lines.

This interim support would be trued up, once final 2008 figures are available. All of this support

is the same relief granted to other mid-size price cap converters.72

B. The Public Interest Benefits from CenturyTel's Conversion to Price
Cap Regulation Justify Waiver of These Universal Service Rules.

Because CenturyTel cannot feasibly convert its rate-of-return study areas to price cap

regulation if it would face unreasonable reductions in universal service funding as a result, it

requires partial relief from the universal service rules. This reliefwill enable CenturyTel to

generate all of the public benefits resulting fromits conversion to price cap regulation and to

continue its aggressive networ)c investment program, which is necessary for the con~n\led:·: .
• , ",J.

, deployment of advanced services including broadband deployment.. In light of CenturyT~rs :'.'

" need for continued partial ICLS funding in order to convert its rate-of-return stud)"areas to-price'

cap regulation, pootial waiver of the ICLS requirements in Sections 54.901 and 54.903 of the

Commission's rules "will serve the public interest" due to the efficiency and competitive benefits '

to be generated by CenturyTel's conversion.,,73 Conversely, strict compliance with those rules,.

thereby cutting of]' a significant source of high-cost USF support to CenturyTel as a price cap

carrier and forcing it to reconsider its decision to move to a fully price cap regime, would be

"inconsistent with the public interest.,,74

72 Winds/ream Price Cap Conversion Order at ~~ 21-22; Mid-size Price Cap Conversion Order
at ~~ 24-25.

73 Northeast Cellular, 897 F.2d at 1166. Rule 54.902 is not relevant to CenturyTel because
that rule only affects the calculation of ICLS for transferred exchanges.

74 Northeast Cellular, 897 F.2d at 1166.
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This waiver would result in a "more effective implementation of overall policy.,,75

Specifically, the requested partial waiver would enable CenturyTelto receive high-cost support

equivalent to that provided to price cap carriers under the mechanism established in the CALLS

Order, alleviate at least some of the burden on the high-cost USF program, and to provide the

competitive and consumer benefits ofprice cap regulation. Accordingly, CenturyTel has

demonstrated good cause for a partial waiver ofthe universal service rules in order to continue

receiving ICLS funding as a price cap carrier but calculated in the same manner as other mid-size

carriers have been able to do in their price cap waiver petitions.

X. CONCLUSION

Conversion of CenturyTel's rate-of-retum study areas to price cap regulation under the
.; .

terms proposed above will promote efficiency, encourage network investment arid competition,:"
;"' -,

and reduce its average switched and special access rates. Because the pricing and USF waiver, .

relief requested will make it possible for CenturyTelto complete its conversion, this relief, and'"
- ~ ", ';;

any other waiver relief the Commission may deem necessary, should be granted in'order to '

generate the resulting substantial public benefits. This waiver relief is consisteni with that

75 WAIT Radio, 418 F.2d at 1159.
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provided to other mid-size carriers converting to price cap regulation as specified in outstanding

Commission Orde.rs.

Respectfully submitted.

Jeffrey S. Glover
John F. Jones
CenturyTel. Inc.
100 CenturyTel Drive
Momoe. LA 71203
(318) 388-9000

Of Counsel
August 29. 2008

By:~9·¥
Gregory J. Vogt
Law Offices of Gregory J. Vogt, PLLC
2121 Eisenhower Ave.
Suite 200
Alexandria, VA 22314
(703) 838-0115

Counsel for CenturyTel, Inc.
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Appendix A

Before tbe
FEDERAL COMMUNICATIONS COMMISSION

Wasbington, D.C. 20554

)
In the Matter of )

)
CenturyTel, Inc. Petition for Conversion to )
Price Cap Regulation and for Limited Waiver )
Relief )

)

WC Docket No. 08-

Declaration of Jeffrey S. Glover

I, Jeffrey S. Glover, hereby declare tbe following: .

1. I am Vice President for External Relations for CenturyTel Service Group, LLC. I
have been with the company since 1996 and am very familiar with the company's access pricing
and operations.

2. CenturyTel operates in 72 study areas serving approximately 2.1 million total
access lines. Sixty six of CenturyTel's study areas are subject to rate-of-return regulation.
Twenty eight of these study areas provide traffic sensitive and switched access rates through
their own tariffs, thirty eight are members ofNECA's traffic sensitive and special access pools,
including three th;at operate as average schedule companies. All of the CenturyTel affiliates that
provide service in these rate-or-return study areas qualify as "rural telephone companies" as
defined in the Communications Act.

3. Six of CenturyTel's study areas are subject to price cap regulation, in the states of
Missouri and Alabama. These study areas operate pursuant to the current CALLS rules since
they were purchased from Verizon, which was already subject to the CALLS rules.

4. CenturyTel has approximately 12 access lines per square mile at the holding
company level. \ As such, its teledensity is below the 19 access-line-per-square-mile threshold
for a "primarily rural telephone company" in the CALLS rules.

The measure of lines per square mile in the CALLS Order was limited to access lines on
which a SLC :is charged, which excludes special access and other lines on which no SLC is
charged. See CALLS Order. 15 FCC Red at 13022 n.304, 13029.
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5. CenturyTel's actual interstate rate-of-retum switched access charge cumulative
reductions since 1999 have totaled $51 million, an amount that by any plausible measure is far
more than the reductions that would have been required under the CALLS Order for these study
areas if they had been original participants in the CALLS plan. CenturyTel has already
eliminated its carrier common line charges, as required in the MA G Order applicable to rate of
return carriers. Traffic sensitive switched access reductions have amounted to a 70 percent
reduction in a major company-filed tariffover the last eight years since CALLS.

6. For the CenturyTel rate-of-retum study areas that are the subject of the Petition
and file their own tariffs, the current weighted average of those rates is equivalent to an ATS rate
of about $0.0099 per minute.

7. CenturyTel has already reduced its special access rates to levels comparable to or
lower than those ofmost price cap carriers participating in CALLS. CenturyTel's standard
monthly rate-of-n:tum special access rates are now below the average standard monthly special
access rates of CALLS participants, and this is after the CALLS particpants' special access
reductions over a period of four years pursuant to the CALLS Order. These rate comparisons are
based on month-to-month DSI and DS3 rates using one channel termination and 10 miles of

. transport. CenturyTel's current rate-of-return DSI and DS3weighted average composite rates
for its company filed tariffs are 73 percent and 83 percent lower, respectively, than whatwould
have been if CenturyTel had participated in the CALLS Plan.

I declare under penalty ofperjury that the foregoing is true and correct to the best ofmy
information and belief.

Executed: August 29, 2008
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