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information on which areas are withoul service, a3 well ag potential issues whicl could impair sach
efforts. The Counnission should also seek commeni regarding under-served areas that may be receiving
marginal or macceptable levels of mobility or broadband service. Commenters shovld address 1he
appropriale means to ensure thal cuslomers m ihose areas have an equal opportunity 1o oblain adequale
and reliable mobility and broadband service.

. Deflning Broadband

72, The Joiut Board recommends that the Cormnission seek comment on 1he appropriate
level of broadband service for which universal service supporl would be eligible. The Cominission has
already sought comment on the current definition of broadband® We uoie that the cnment Commission
delinition ol “high speed” data transmission, 200 kilobits per second, has been in place for years. While
ihat standard was once wseful, we now believe thal a more rigorous requirement may be justitied., closer
0 the capacilies inorg typical ol the most commaon nalional broadband plans. If ¢, an ohyective method
would be ueeded to determine such upload and download capaciiies, and a regular review wauld be
ACCESSary.

D. Impacts on Lifeline/Link-Up

73 The impadt of the proposed hiph-cost fund transition on Lifeline and Linkup initiatives ia
also an important ¢ongideralion. The Jomt Boord reconunends that the Commission seek comment ou
whether Lifeline/Link-UTp customers may be negatively alfecied by any aspecis of the (ransilion to the
new ihree fund approach. Parties shondd Teel Ircc o include specific propoaals to remnedy any infinnilies
created by a three fond approac:.

E. Implemeéentatinn, Transition, and Review

74, The addition of a2 new Broadband Fund and the transition from current wireleas
competilive ETC allocatione 1o the new Mobilily Fund will necessilete a careful and deliberate
nnplemnenlation procesa. The Joinl Board recommends that the Commission seck furher comment on
how best to creale ak clear o lransdition path 2 posaible for all providers, Specilically, comnment shonld be
souglt onn how 1o iinplement the Iransilian of snppord liom current areas thal no longer need suppod, (o
areas nnserved by either broadband or mobility providers, including timelines. Specifically, we
rceommend seeking conunent on whether e five-year (rensition is desirable.

73, The Joint Boand alsq believes there should be a future review of the transition process,
and the resulws of suppon allacations under the new funds. Al such g diie [t may be appropriate to inake
refinements 1o fonding inechanians and distuibuiong, The Commission should seek comment. on whether
a review shounld occur atter 1hree or tive years, and what issues should be addressed during ihis review,
For example, should specilie parmmeterd be used L detennine the elfectiveness of fund support to
nnserved arens? On whet agpects should the review be focused?

F. Compliance with Federal Law

78. The Joint Board recommends (hai ihe Commission scek comment on any aspeets of our
three funds approach which would require reconciliation witl federal law, The transition from existing

N Inguiry Concerning the Depioyment of Advanced Telecommunications Capability to AR Amevicary in g
Reasonable and Timely Fashion, and Fossible Steps to Accelerate Such Deployment Purssan! fo Section 700 of the
Tefecommunications def of 1996, GN Docket No. 07-45, Matice of Inguiry, FOC 07-2] eeleased Apr. |6, 2007
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gupport inechanisns Ie more appropriale machanisms serving high-cost and unserved areas will create
some difficnliies for carriers and possibly customers. The Commission shionld seek comment on specific
policy areas requiring adjusimert La camply with applicable federal regulations.

V. RECOMMENDING CLAUSE

77. For Lic reasons discussed herein, ihe Federal-Siate Joinl Board on Universal Service,
pursueul lo Sections 234(A}(1} and 410(¢} of the Communicalions Acl of 1934 as ainended, recommends
that the Commission adopl recominendations set forth herein concerning counprehensive reform for the
high-cosi portion of the universal service fund.

FEDERAL COMMUNICATIONS COMMISSION

Maearlene H. Donch
Secretary
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STATEMENT OF
CHAIRMAN KEVIN J. MARTIN

In the Matier of High-Cost Unmiversal Service Support, WC Dockavt Na. 03-337; Federal-State
Joint Board on Universal Service, CC Dovket Na. #6435

Today, the Federal-Siate Joint Board on Universal Service recommends Lo the Commission a
nuinber of important proposals ta address the structure of the high-cost universal service program, I want
to thank my colleagues on the Federal-State Joint Board For rheir contribntions and ¢Mors 1o improve the
universal service fund. It iy csseqtial that we take aclions tlat preserve and advance the benefits of the
nniversal service poogram,

The Uniled Siales and the Commisegivn have a long hislory and mradition ol inaking surc (hat roral
areas of the country me connected and have similar opponiunicies for coinmunicalions as olley areas. I
believe our universal service progrm just conlinue to promete invesimen! in rural Ainerica’s
inflasiiucture and ensure access lo cammunicacions services that are comparable to those available in
wban arzan today, es well as provide a plalform for delivery of advanced services.

I suppori today™s Joint Board recomninendation 1o revise the cuitent definitjon of supported
serviees Lo include broadband [nternet access service. Cougress did not envision that services supporied
by universal service would reinain stalic. histead, it views universal service as an evolving level of
communivations services. Wirh each passing day, more Ainericans interact and paricipate in the
lechnolopical advances of our digilal information economy. Deployment of these elecommunications
and information iechnologies support and disseminale an ever increasing amounl of servicea esseniial to
edneaiiow, public health aud satety. A modern and hagl quality communications infrastructure is easentisl
to ensure that el Ainericana, meluding those residing n ruml cominuntiiies, have acceas to the economic,
educational, and healthcare oppertunities available on the network. Our universal service program mugt
coulinue 10 promole investmenl in il Alnedea’s infrasiructure aid enqure access 10 ComMMUNications
services thal are comparahie (o those available in urban areas, as well a8 provide a platform for delivery
of advanced services.

The broadband program recommended by the Joint Boanl [a tasked priymanly with disseminating
broadband Inlernet access services to unserved areas. This (s e leudable goal as we waork to make
ovadband services available 10 all Americias across the nation. As proposed, the program would liave
limited resourees, Additional support for tiis broadband program could be made available by requiring
enmpetitive ETCs lo demonstrale thelr own costs and meet the support threshold in the same nianner o5
rural praviders.

[ am alse pleesed thal the Joint Hoard supporis reverse auctions es a mechanisnu by which the
uew broadband end mobiliy funds would be admimdstered. I cowulinue to support the use of reverse
auciious to determine high-cost universal service funding for eligible ieleconynuuications carriers. I
believe thal reverae auctions provide a lechnologically and competitively nevira] means of restrainiug
fund growil: and proritizing investinent in roral aud high-cost areas of the counmy,
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STATEMENT OF
COMMISSIONER DEBORAH TAYLOR TATE

In the Matter of Hligh-Cost Universal Service Support; Federal-Stare Joint Board on Universal
Service, WC Docket No. 05-337; OC Docket No. 96-45

I am hemored to serve as Federal Chair of the Federal-State Joint Board on Universal Service
(Toint Board). During my tenure my goal has been to enconrage theughifitl discussion among my
colleagnes and facilmate consensus whenever possible, 1 have atnven w keep our work on a Limetable
paced to fulfill our statutery role in a thoughtful and deliberative manner. Along willy the other Joinr
Board members, over the pasi six months I speni. couniless hours holding regular meelings 2nd conference
calls. issuing notices and refermals, and reviewing comments. I wonld be remiss net to juention that cne
of the most knowledgeable and articulate Joint Board members, Mr. Billy Jack Gregz, former Consuiner
Advocate of West Virginia, retired in September, and that his expertise was mvaluable. He will be sovely
missad, but many of his original concepts are atill apparent in this decision. Certainly, all of the Joini
Board metihers deserve praise for their commmibinent to the in-depily study of these conplex issues. [heir
desire to positively affect public policy and to make decisions iv the public inlercat, They should all be
commended for their commitment to serve an Lhe Joint Board v addilion w heir full 1ime pozitiony ge
govermunent oflicials,

1 fully suppor e principles of universal service that (his couniry has recognized for decades and
Congress codified in Section 254(b) of the Telecommuaications Act of 1956 (1996 Act): to promote the
availability of guufity services ai just, reasonable dnd affordable rates, to increasv access o advanced
telecommunications services thraughout the Nation, aud to advance the awnilabifity of such sevvices fo alf
CORSUmErS.

[11 accordance with the process euvisioned by Congresa in the 1998 Act, in 2002 the Comunission
asked the Federal-Siale Joiut Board ou Universal Service (Joinl Bpard) ro review cerlain 1ales relaled
the high coal yniversal service support mechanisms and recommend any refonns Lo the Commaisgjan W
eugue Lhal these poneiples are advanced. The high cost fond is thie largest universal serviee progran, and
the one mosi often 1:ought of when someone refers to nmversal service. This is an unporant progean
and its purpose 10 conoecl all Americans Lo the 1elephane sysiein has over the years permiued teleplione
connections o reach even those m rurel and rewnate parts of our nation at 3 regaouable rates.

The Joinl Board’s Recommended Decisian i an inilial step on the road io more comprehensive
leng term reform of the Universal Service Fund. Tsuppaort the recommendation o eliminale the identical
support rule. Ialso agree with the Recommended Decision (hat reverse auctions could offer advantages
over currenl. high-cost dismibution mechanisms. The Toin Board sought and received nunterous m-deprh
comments and several crearive proposals [or reverse auctions, and [ look lorward to exploring thid issue
further. 1 alse look forwand to examiuing whether some type ot cost-based mechaniam s & appropriate
replacement methedology for calculating support [or eligible 1elecommuuigations camers (ETCs) in high
cosl study areas.

While [ support some of the recommendations, otheis raise questions 1)iac need to be addressed in
more depth. For instance, is il prudent o create three new govermunent adiministered fimds instead of
reforming the existing higl cost fund? L is clear thel we must more clearly target and direct the funds
than is done at preseut, as Coupress in Section 254 of the 1996 Acl specifically intended to assist
Amerjcans who live [n "rural, insulor and high cost arens.™ Most citizens know thal when the government
gtarts creating new fouds, more often than not it ends vp smpecting their pockethooks. Moreover, does il
make econonic sense Lo pravide angoing support for three services that vltimately compere for (e same
customere” A problem we recognized but did not cure inn this Recommended Decision. Indeed, this
Commission has worked to help ensure technological and competitive neutrality in communications
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markels, thal [s, 1o Lhe extent possible, all providers of Lthe same service must be (reeted in Lhe same
manuer regardless of the iechnology 1hal (hey employ. For instance, the Cainmission has adopled the
same regulatory approech for broadband Inlemet access service provided over cable sysieins, telephons
wires, power Jines, and wireless plai form, (o lielp ensure a level playing field among competing
platlorms.

I also believe that many guestions remain with respeet Lo lwo of the new fundy: 1);e Broadband
Fund and the Mobility Fund. Shonld these new funds be more largered, limnited to unserved areas or used
to enhance subsiandard service end/ar 1a pravide continued operaling subsidies? What is the source of
funding for the proposed $300 million and when will jt acciue? Whal will the transition plan and peiiod
be? How shonld the proposed Broadband Fund relate 1o other current existing government programs such
as those adminjstered by the federal Depariment of Agricultore, the (14) fourteen hroadhand hills that are
curmently peeding in Cougress, and he hundreds of siae and local projecis ihal lave been underigken
with state and [ocal laxpayer dollars? While we all support 1he expansion and deployinent of broedband
lo every comer of tlus Nation, we most do 50 in a way that is efficien!. targeted and fiscally responsible.

Growth for rural incumbent locel exclhange camiers (TLECS) for Ligh cost loops has been flat or
has even declined since 2003, I question whether it is prodent to penalize these cacriers since they are nol
responsible for the growth in the higli cost fund and TLEC high-cost support is already capped or subject
lo a targeled limit. In muuy cases, these camriers are already providing broadband o rural Ainericans.

As stewards of public funds, we juust remain inindfnl thei it is consumera who ultimalely pay
universal service conmibutions, apd zny increase in (e fund size will increase (he burden oun consumers.
Therefors I respectfully approve in par sud coocur in part from the Recoimnended Decision.
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STATEMENT OF
COMMISSIONER MICHAEL J. COPPS
APPROVING IN PART. CONCURRING IN PART

In the Maner of High-Cost Unfversal Serwice Support, WO Docket Na. 05-337; Federal-Stete
Joint Board on Unfversal Service, 0 Docker Ma. 96-45

Five years ago [ dissenled te 2 recommendation by a different Federal-Siate Joiut Board on
Universal Service that concluded advanced services should nol be eligible for Universal Service support
and thal byoadband, specifically, should not be included in the delintion of Universnl Service. Today, the
Joinl-Board happily reverses conise and [inds that broadband does indeed meet the sinlulory crileria of
seclion 254 for includon as 4 supporied service and (hal il is in 1e public inlerest io do so. Tam
suormimsly plezsed (0 approve of Lhis historic finding by the Joint Hoard becanse it establishes for the
firel Iime Ihe riglt inission for Universal Service in Lhe 21* cenlury. Tlis inay well be the most importanl
single ection a Jainl Board has ever laken,

Univerial Service is a critical pillar of the Telecommunicalions Ao of 1996, Congreds concluded
wmany years ago thal a core principle of lederal telecominunicalions policy ia that all Americaus, no mallet
who they ars or where they hwe, should luve access 1o reasonably coinparable services af reasonably
comparable rates. Conprers wisely anticipated thal the definition ol Universal Scrvice wonld evolve and
adwvance over liine. The Joint Board s recommendation 1o inclnde broadband in the definition of Universal
Service [inelly puts the program in sync witl the intend of the Act.

I 1nusl express disappointment, however, thal once the initial decision io include broadband was
made. coracils of caulion found their way to the fore. L:stead of bold mecommendations o implemenl our
himoric decision, Lthe Joinl Board only suggests iluat 300 milkion ol federal dollare be dedicated 1o dhis
chellenge. Aud none of this wonld be new money, but rather a ineve restmffling of dollars among dillferent.
pals.

That's like fighting a bear with a {ly swatter, Bringing broadband to (he far comers of the nation
is the centrel infrastructnre chalienge our country confronts right now. It is pa different than the
challenges previous penerations of Americans faced to build the essential infragtructures of rheir times—-
the roads, wmpikes, bridges, canals, railvoads and highways of cenluries past. Broadband is emr
generation's mitastructure challenge, bul we have fallen behind ather nations in getting high-speed
services oul 1o our people. We have put ourselves in an untenable competitive position by denying the
tools of high-speed opponunity to 1nost Americans. Our challenge, then, is to think, plan and act boldly.

I am disappointed that the Joint Board did not go larther in its recommendationl,

To pul it in context, inn 1he mid-1 9508 Conguess looked to complote the inlerstate highway systein
in 10 years al a cost of $27 billion. which in 2005 dollars amounts to $196 billion. While oo one is
suggesting (hal kuch a level o) government suppor be invested here, [ believe the Joiut Board lias
basically closed its eyes to the level of challenge we tacel. It should have struck a berler balance between
our epllective infterest in having 2 snsiainable fund For the fomre and the desire to ensure that high-speed
broadband reaches ail Aunericaus. By recommending a cap of the fund ai currenit levels, (he Board
cripples the ability of USF io support broadband in a credible mauner. Nonetheless, iodey’s
recommendalion o include broadband is important [n aud of iself. [r's more than a sunall siep forward,
but it's noi the giant leap for mankind that we need.

With regard to comnprehensive reform, [ believe Lhere are a variely of ways Io pranote Universal
Service and ai the same tine ensure the mstainability and integrity of the fund. 1 conlinue to believe Lat
wwuch would be accomplisbed il the Caininission were 1o mclude broadband on both the distribution amd
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confribution side of the ledger; eliminale the Idewical Support rule; and increase ils oversight and
anditing of the high-cost fnnd. Additionally, Congressional authorization W peymil ihe assessment of
Universal Service contributions on infrastare as well as interstate revenue would be a valuable (ool for
supporing broudband. Today the Joinl Board makes an assortinent of recommendaticns of its awn. Some
I agree with, some I do not. and some meric forther discnssion, For example, the Joint Baard
recommenda three fanda thal ere 1ailared to supporiing the inissions of voice, mobaliiy and broadband.
This sesins a creative and reasonable approacl. The Joint Board alse recommends Lhe elimination of (he
Identical Support rule, places renewed ewphasis on ihe federal-stete panership in adininisiering the
Fund, and suggesis that the FOC's onrrent definition of broadband 15 antignated. 1 agree with all of hese
decisions,

At the other end of the specttum. the Joinl Board focuses almosi exclusively on snpporting
unserved areas, withont gulliciently talong o account the facl thal ihere arg many underserved areas of
the country where residants receive little service and, very ofien, service at levels that are the laughing
stock of the resi of the world. The Joim Board also cauclndes (hat reverse auctions jnay be (e
appropriste melhod for disoibuting funds, despite 1ha many unanswersd gnestione reparding such a
bidding approach on qualily of service and provider of last resort obligations, not 1o nieation wany other
concenus that have been raised abonl g (ype of bidding.

I concur in part becavse of the coucens I have enumerated here, pleg others thae I will discuss
more fully during 1he pendency of these recommendations belore the FCL, Bt it is time b gef on with
fixing Universal Savice. While I have made clear that 1 do nol agres with all of the recomnmendations
thal have been made, il i3 emcial Lo get a Joint Board recommendation o ihe Commission. This alope jaa
signal accomplishment, one tnany years i the makiug, and one that [ Liave pushed for silice becoming a
Joint Board member. Al least and at last we have tackled muny of the issues, charted a direction for 1he
Rature, and moved a recominendation (o the Commission tor follow-through aclion. While we may have
been deflected from our iImporant work for a time by dispules over 2 CETC cap and reverse auctions, in
the end we decided (o act in a ore appropristely compreliengive lashion.

A new chapter begins now. 1hape the FCC will deal with this recommendation expeditiously
and comprehensively. This is no place for piecemeal actions. We need o think expgusively and
creaiively about implementing the path-breaking broadband decision that has now been presenied o us.
This counity desperstely needs a comprehensive broadband strategy. The Joint Board recommendation
provides the opportunily for the FCC fo move loward such a sirategy, working witlt aur own reles and
making suggestions o Congress in those areas where legislative action may be required (o ensure snch a
slrategy.

1 wish to thank rny Joini Board colleagues for their hard work on this proceeding. Chairwomen
Tate and Chairman Baum should take merited pride in sciually sénding a recommendation forward, All
ol my siate colleagues worked with tireless energy and detzmnivation 1o ger this job doue, and ilieic
expertise, experience and vision make today's action possible. The Commission and the cauntry are
fartunate to have such people 1 call npon. The Joint Board’s staff worked long and hard to bring this
recommendation to fruition, and their creativity and perseverance ofien made the critical diffaenco. A
final bow to our recently-retired colleague, Billy Jack Gregg, who staved long enongh to ger us on-
course. His ability to see both the forest and Lhe trees of Universal Service i3 pechaps umnaiched, and his
iinprint is wril large in our recommendatioy to bring Universal Setviee into the |wenty-first century.
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STATEMENT OF
COMMISSIONER RAY BAUM
APFROVED/CONCUR IN PART

In the Mater of High-Cost Universal Service Support, WC Dockes Na. 05-337; Federal-Siate
Jorint Board ca Undversal Service, CC Docker Xo. 98-45

I cupport the Recommended Decision (RD) ol Lthe Federal-Siate Joint Board on Universal
Servive. Its provisions conlain fundamenial forward-looking reforms that deserve the FOC’s serious
consideration. The BD proposes significant changes to the High Cost Fund componeni. of the Universal
Service Fund (USF). It does 3o by clearly direcling funds 1o truly high cosi and unserved areas, by
expanding and (edefining the scope of supporied services to explicitly recopnize mobilily and broadband,
and by incressing accountabilily (o better benetit the conswners who pay 1o support the fund.

The RD recommends the FCC change the basic paradigin of High Cost support by creating three
distinct calegories of High Cost funding. This approach appropriately recognizes key dislinctions
belweett ttaditional wireline telephone services {the Provider of Last Reson or POLR Fund). wireless
mobility servioes (the Mobility Fund), and higl speed Internet access {the Broadband Fund). 1 e
couvinced that the besi course is to make these distinctions explicit rather than cominue to muddle
support for each within (maditional High Cost funding. This is particalarly important for reforming
wireless CETC support, Moving wireless CETC funding into a new Mobility Fund respands elfectively
to the concein thal curreni High Cosi support o wireless CIETCs primanly subsidizes competition where
competilion already eaisly. The new Mobility Fund targets support toward the task of building
infrastruciure to bring wireless service (o the unserved areas of rural America, Az wireless build-out is
completed acroas the couniry, 1ie Moebility Fund shiould decrease m size aver lime.

The RD jump starta deplovinent of broadband o unserved areas by recommending the FCC
establish e new Brpadband Fupd. Al siales would be eligible for a base allocalion of funds.
Snpplewmenial alleeations would malcl; scale elforts similar 1o Connect/® enincky. This, along with the
olher recominendations in 1he RD, help ensnre thal monies are used cfeciively and efficiently. The Jomt
Board debated whetlier 10 use “unserved” or “under-served” Lo describe the areas (o be largeted for
infragirucihure build-outs vuder tlie Broadband Fund, and under the Mobility Fund as well. In my mind,
1his discuseion is [argely over semantics. What constilutes a qualified area shonld be left to the individual
slates lo decide an a case by case basig, within FCC guidelines. The key point here is thal states will
meke theqe devisions within their fived dollar allocations. Leave it to eacl state to decide whether it is a
priorily 10 spend some broadhand dollary on ereas where service is available, but not rehiable. The staie
may have very iinportant public satel v reasans for doing so. That decision will neitlier burden the
Bioadband Fund nalionally nor reduce funding io auy otlier siale.

The new Broadband Fund will greatly accelerate broadband access in nnal areas served by the
non-rural incumbent local excliange carriers (non-raral ILECe). The new lund will also assist rural ILECa
(RLECs) wlio are caught in the “parant trap” when pirchasmg service areas from non-riral ILECs. The
idea is to direct fnds 1o those portions of (he covtilny wlere broadband deployment is lagging and where
Rural Ulility Service (RUS) loans and other Lypas of suppon are nol. available. The RD poiuts ont that
currant High Cost snpporl itechamiems have allewed R1LEC s o more effectively deploy broadband to
their consumers. RLEC acceds to low-interest RUS loans helps 'o [l any gaps.

As for overall funding, I support the recominendation to cap High Cosi tunding &l $4.5 billion for
the near term. The RD approprialcly exeinpts from the cap any addilional funding thal inay be reguired
wlien |he FCC itnplements changes to comport with the 10® Circuir decision regerding (lie non-rural
mechanism, The RD supporis capping the CETC side of the tund at §1.0 billion based on year-end 2008,

33



Federal Communications Commisrion FCC07J4

However, we need (0 acknowledge that a $1.0 billion cap oo CETCs is unlikely (o happen, since the FCC
appcara fa be moving lowerd a somewhal higher cap amguni based on fund nuinbers at the end of June
2007, This June date is consisrent wilh the FCC’s approval of the Alltel trapsaction terms. Ag a reuly,
the CETC cap is more likely to be in the neighharhaod of §1.15 billion.

While I snpporl an overall cap ou High Cost funding, I have practical concemns aboul capping the
ILEC portion of the fund, Firet, cappiog the separale funds within the ILEC poriion as recommmended In
the RD seews nnnecessary. The ILEC side of ilie High Cosl. Fund ia nol growing nnd is nol. expecled io
do 5o in (the near [wiure. Second, [ anlicipate the ILEC portion of the fund will be subject io some
adjusiment doring Lie uext tive years as a consequelce of intercamer compensation refonn. The RD
should have taken this inlo account.

In addition Lo these praciical concems, the RD did ool meet my expectations when il [ailed lo
address same basic mequities in how High Cost eupport is distributed amoeng noo-raral ILECs aud among
the stales. [nequitable disiribution of snppon (o states hiag been compounded by e egoal suppod rule for
CETCs. The exponeniial growih iu the CETC portion of the fund over the lasl. & vears hag gioae Lo states
where per line reimburzemelils 1o 1LECe are the highesi aid wlere the politics are the most favorable.

Aa a resull, by the end of 2006, the top 10 slates, exclusive of the inaular jurisdictions ot Alaska and
Puerc Rico, received alniesl 5%, ar over 3450 million, of the §1 bilhion CETC support. Other similarly
siluated rural states received less than 10% of that ainonnt. Missiesippi (81 40u1), Kansas (335m),
Wisconsin ($51m}, and Washington ($44m) lead the way with $2%0 million. ldaho (30), Missonn
{$.1m), Ulah {5.3m) and Tennessee ($1.5m) rceecived the least with §1.9 million. It {5 clear that 1he
currenl disivibulion system (3 broken,

The current FCC rules have resulted in a vast unsallacarion of public dollars to the benefit of ouiy
a emall porlion of rural consumers, and to Ihe detrinient of the rest. The RD missed an opportunity o
pattially comect this misallocalion when it Riled (0 recommend replacing current snpperl calevlaiions
based on slalewide averages with calcnlabions al the wire center level. Stalewide averaging relies on
implizit subgidizalion of rural rates by wrhan cousamers. This kind of subsidy is net sustainable m an
increasingly compelilive environmeni. A change to a wire cenier basis for calenlation of support would
have rargeted suppori wheie it is needed on 2 more granula basis. This could L:ave been accomplished
without increasing the size of the fund siinply by reallocating existing supporl.

Again, I enpport an overall cap on the High Cost Fund of §4.3 billion, including (he new
Broadband Fand. The Iqint Board discossed fonding the Broadbend Fund al $300 million dellars within
ihe £4.5 millian cap. This $500 milkion dollar figure was origioally projected 1o be available from Lhe
savings gained by capping ihe CETC poriion of the fund at the 2006 year-end level (i.c., 31 billioy) as set
Torth m the Joint Doerd’s original CETC cap recommendation in May of this year,

However, il uow eppsars hikely that ihe FOC will adopt a cap on CETC funding besad on levels at
ihe end of Tune 2007, This would eljjniiale abont $130 million, or half the savings, thai. would oiherwise
have been available for the Broadband Fund under our proposal. I 1he currenl colleclion raie is
maintained through the end of 2008, probably the earliest date the fund could be implemented, the
remajning $150 million needed to tully support the Broadband Fund at $200 million would be available
nnder lhe $4.5 million cap by the end of 2003, In subsequent years, broadband funding could be
supplemented by as much as $150 million per year, subject to the cap and within the current surcharge.
By the end of 2009, approximately $450 million could be accumulated and available for broadband
deployment. At that point the FCC should review the collection mechaniain to delennine whether
additiomal funding is needed. As broadband build-out is completed acroas the country, the Broadband
Fond should decrease [n size over Hme.
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Finally, the RD leaves several details of the implemnentation of its fundamermal reform concepts to
the FCC for further clarification. This is entirely appropriate. At & policy leve!l the RT recommends
major changes by designating two new qualifying services, creating two new funds, imposing caps on the
respective fund(s) and findamentally reforming how at least 29% of the current fund is dialviboted. Jurge
the FCC to put the RD out for coumnent as soon as possible with ihe goal of stiluling he recommended

reforms by June of 2008.
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STATEMENT OF
CHAIRMAN LISA POLAK EDGAR

In the Matter of High-Cast Untversel Service Support, WC Docket No. §3-337; Federal-State
Joint Board on Universal Serviee, OC Docket No, 96-45

Today this beand sets in inotion e plan (o bring much needed real refoim 1o the universal service
high-cost fund, I support the Recommended Decigion for a pennanent cap (o the corrent and futme high-
coal fund nechanisms at (he projecled fourh quarter 2007 level of 2pproximately $4.5 billion. If
impleinenied by the FQC, the Recominended Decigion will pui qu immediate lalt lo unfeilered growth in
ihe fand and provide the opportunily for fandamental and much needed reform. This is a victory for
consuiners everswhers who rightlully expect their feders| goverament 1o be fiscally responsible wilh
mcney collecled from their monthly telephone bills.

1 strongly support the FCC developing a unilied Provider of Last Resort (POLR) mechanisin.
This is an opportunily to make real strides 10 ensure Lhal fonding for wircline POLER.s 15 larpeted to areas
ol necd and distributed in & way that ;3 more efficient, aceountable, and fiscally responsible as envisioned
by the Teleconununicationa Act of 1996, The coment support mechamisms must be relomed io reduce
duplicative funding to multiple providers and to better largel financial support,

1 am pleazed thai meaningful diseussion las 1esulied in a Recemmended Decision that. will result
in substantive change. However, | lave lingenng concerns that we lave not accomplished all thal can
-and should ke done. As a Joint Board member Invin a notl conlibulor stare, 1 have concerns Lhat
expanding the scope 0F the fund 1o include broadbami and mobility could inadvertetitly inerease the
overal]l fund size. While I recognize the imporiance of broadband Internet access and the iimportance of
deploying it ta unserved areas, I am wary of what lies beyond thal jnilial objective and what financial
impacts such deployment may have on consumers. [ view these funding meclaniams as intevded Lo
facilitate service 1o unserved areas and not ag lang-term enlitlemenis.

Broadband technology ag a consumer product has been prowing ateedily. Actions shonld not be
taken that would inlerfere witli markes forces already ai work or diseourape currenl stais efforls whicl are
helping to bring broadband 10 nogerved areas. Equally iinportant, we must be mindtul 10 not unduly
burden consumers in stales that have alveady made concened effons to foster deploymenlt of these new
technologies. As deployment becomes more widespread and as advances i ieclhoology lower service
coat, a rediclion in the universal fund size shiould oecur.

The Joint Board process requires thal geme concessions be made by gach member to reach a
consensus and majority support. Wlile Isuppont Ihe Recommended Decision, [ would have preferred
that more emphasis be placed on substantive reform of current mechanisms prior to the adoption of 1he
cap. Itis likely that the complexity of correm funding mechanisms end Ihe funding of muliple ETCs has
lead Lo both 2 fund size greater than is necessary o achieve the stated objectives of the
Telecommunications Act of 1996 and duplicative funding 1o multiple providers. By capping ihe fund al
currenl levels we may be coplinuing an excessive bunlen for lelecommunications consumers 2oing
Forward. 1urge all participants to remein [ocused on the universal service objeclives ol availabilily and
affordability while remaining Juindful of fiscal responsibility.
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STATEMENT OF
COMMISSIONER LARRY 8. LANDIS

In the Maiter of Highk-Cost Universq! Support, WC Docket No. 03-327; Federal-State Joint
Board on Unlversal Service; CC Docket No, 96-45

The proposals conmived in today’s Recommended Decision provide the framework [or
significant and much-ueeded reform of the high cost universal service program. Wherher Ihe prosmise
inherent in those reforms s realized depends almost exclusively on what happens next, and on how the
detaild of Lthe tramework outlined here may be implemented. Those processes and mechanisme must be
weighed witlt greal care, because i any public policy decisian the odds are reasonably high thet when we
gel Lo granular implementation the end result will be to produce outcomes which are nninlended,
undesired, or botli.

The level of panicipalion among stakeholders [n (his proceeding, together with the robusiness of
the comments and replics, as well a3 Lthe ex pane comnmunicalious, has conlribwled wwaterially Lo the
thinking leading up o nday's Recommended Decision. While il i9 1o be expected thal the inpul of
stakeholdeis will reflect their respective intereats, for the most part 1hey were thoughifol, productive,
coustruclive and even iinagiuative, as opposed Lo reflecting an entitlement inentality which has at times
cleuded this pngeing debale.

There are four sections of this Recommended Decigion which I believe warrant brief commenl,
boecauee of the erilical importance of geltiug it right when it comes Lo aclual execution of 1he
recommendatiouy set forth here.

The first is the discossion of issnes related to curreal mechanisms as they iinpact inenmbent LECs
{pariicipants in the POLR fund, as proposed).' Competitiou is a realily loday not only in our urban
cenlers, but also mereasingly in the small towns, villages and rural communiijes which are the populstion
cores of rural areas acrows 1he country. i ia essentisl tiat POLR suppor be malched as closely ag possible
Lo the high cosl exurban {*“truly recal”) areas, This requires adoption of improved auelytical and modeling
iechniques Lo examine Ihose costs at a far more granular level then has been heretafore been possible.
Failnre to align support wilh cosly 9s ¢losely as possible could pul rural service al sk as surely as the
unmanaged ballooning of the high cost program.

An ovlgrowily of Uial concem is a recognilion that rural s rural, and the tiine for distinguishing
aneng ELECs, midsize companies and the Jurgest LECs is past. Jnst as (elecommmnications policy
should be lechnologically neutral, it shonld be neutral when il comes lo providing eppiopriale support. ke
those residing in high cost arcas, regardless of Ilie corporie logo or size of the provider delivering Lhe
sBrvice.

Second, preat care and atiendion 1nus! be given Lo the method by which a transition from the
exisling, increasingly dysfunctional inechanisins o the proposed new Funds is elfected. In the
Reconunended Decision. appropriate attention is given o the imporiance of effecting (he transition over
lime, lo give providers the {bme required to adjust their business inedels w accouni for shifis in empluasis
and process. Too liegqnen)y, particularly when it has come to conpmuyicebions policy, remedialion has
taken the form of a “flach cut™ W0 0 new and presuinably better Fanework,

' See paragraphs 19-23 paseim, esp. patagraph 22.
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Thal xajd, virtually notling is said in this reconunendalion about the Lgysition mechanism ilself.

That process siould be guided by the first principle in the Hippocratic oath: “Do no harm.™ Orif thal is
not possible, close attenrion should be given to minimizing the larm which ocours, A great deal hae been
said and wriilen, incloding in this Recommended Decision, aboul the undesirabilily of continuing
“snbyidized competition.” We need 1o recognize thal the providers who have benefiled from the
patholopy of the exisling system have done go in a maner which is entirely legal, if less Ilan visionary.

1t is essential that oue provider not be advauteged aver others as Lthe proposed modifications to suppon
for colpstitive, especially wireless, ETCs ocour and wireless providera are ranstioned tg the proposed
Mobilily Fund?

Third, it is time for the siates to have a slake nol only i policy decisions and in the adminisiration
of 1he high cosl universal service program, but also Lo step up 1o ai least a nodest ole in its funding. Asg
our former colleague Billy Jack Gregp has pointed owl, scveril states which are among the largest net
yecipienls (disburscinents less collecrions) of funds under the federal universal service program do nol
hawve a alate universal savice program or auy gther program targeled Lo address issues such as those
addregsed in this Recommended Decision,

I sirongly support the recommetidation thal slaie matching funds® sheuld be a requirement for
receipl of maximum funding under the praposed Oroadband fund, and fanher believe comment should be
soughl on whetlier il is appropriaie (o structne all three fimds in that menner, pechaps congiatent with
ability (bui indepcndenl of political willy Lo pay for tlioge slates seeking Lo maximize the funds allocared
to service areas within (heir boundaries.

Founl, [ concur in the view of my colleagues who support redefinition of supporicd services to
include broadband, employing a echanism such as thal oudined in this recommendation. Tt is bevond
debate 1hal there are those arcas in which buildout is suflicieni [y costly that no business case can be made
For buildoul, regardlegs of the technology under considersiion, and il is to those areas [ wovld expeet the
bioadband dollars would be primarily direcled.

An approach which draws upon the expertise of the stales and which follows a logical
progression such as is oullined in 1his Recoinmendalion,? relying primarily on fhe priveie sector for
addressing unserved areas’ and ucilizing funds from (he Broadbend Fund as a “funding source of last
- tesort” wil] besl and most efficiently reach the goal of ubiguilous brosdbaud availability. Given that
many steles still do not have an accurate assesament as Lo precisely how widely available bioadband is,
and where it ix and is uol available, enthusiasm should be tempered by a degree of caution. 1 suppori the
initially inereinental approach whicl: is contemplated by a $300 nillion imbial funding level. T hope (hat
theraby we can avoid the icinptation lo uinecessarily (luow resources al a need belore its scope has been
clearly and precisely defined.

* See esp, paragraph 27.
* Ses parapraphs 50-52.
* See esp. Paragraph 34

* 4uch as the conununmly-taeed demand developnient program which is the ¢are element of the Conneel Kentucky
and Connecied MNeilion moadeal
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It may be appropriaie lo seek inpul. info the letent barners 10 achieving inore pervasive broadband
use. Those wlo are withoul compulers, whelher by cloice or circumatance, are still largely precluded
from robust brogdband usage. We also need [0 take into consideration diose who have made whal, for

them, iy a maliona| decision that broadband is nol 2 service (hey need or want, no mater how widely
available and no matter whar the cosl.
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STATEMENT OF
COMMISSIONER JOHN D. BURKE

It the Morter of High-Cost Universal Support, WC Docket No. 05-337; Fedemi-State Joint
Bourd on Universal Service; COC Docket No, 96-43

The key vnivarsal service objectives of the 1996 Act are 10 provide 1ural areas with
lelecommunicanons services Lat ave reasonably comparable Lo those available in urban areas, aud to
provide thewn &t prices that are reasonably comparable 1o prices in neban areas. I recommending 1three
peparate ligh-cost funds, this Recommended Decision establishes a very different path 1o those goals. 1
snpporl ihis change, believing that the proposed systent wonld be more effecrive al achieving the
obectives ol the Act and more ¢ Ticient al conserving resources.

1 congraiulate iny fellow Joint Beard meinbers for their enpagement in s collective process and
their willingness lo compromise. Eacl of us lad (o make sobstantial compromses. but the resuli (s e
stvoniger and more balanced recommendation. | also want to particularly thank the Joinl Boerd slate stafl
members who, near e end of pur deliberations, were suddenly called vpon o be responsible for drafling
LLiis document,

The mosl dramefic change we recomminend 1 io support broadkand deployment. Finding adequate
funding for that progiam was our most difficult challenge. Since wirelme and wireless voice services
already receive suppart, one might anticipate thal addimg brosdband would increase high-cost supper by
as much as one-half | am pleased that we could find & way to offer substantial new fonding lor
broadband deplayment while siill limiting the increaee in fiind size to about geven percent. I agree with
Cowunissioter Baum's abservation that, whenever the FCC ultimately chooses to impose a CETC cap, by
selling thal cap at a support level being distributed at an earlier date, it can make sowne of the existing
supporl immediately available for the Broadbond Fund.

I 1egret. thai the majority has nol set forh more clearly the country's need For ubiquitous high
quality mobilily services. Tapplaud pur slarement thal all consumers should have sccess o al least one
carrier Lhat provides a reliable sigual. However, we also say that e pnmary goal of the Mobility Fund is
tu supporl new construction. There are muny rural areas willl weak and mtermitteat wirsless service. [
would lisve prefeired to have included areas thal hiave vnreliable wireless voice service within the
primary purpose of the Mobilily Fund. If wireless service is indeed a subsritute for wireline service, that
wirel:ss service shouid be, in all [nstances, meliable. Moreover, a broader definition 1nay be more
etficient, Providiag support to improve weak signala may well provide more benefits to comsuiners and
promote competilion beiter than building new cell towers m remole unserved greas.

The statea’ role in this Recommended Decision becomes critical. The obligation Lo idenlify dreas
Lacking wireless or broadband service is key to making our decision work. For states lo amborize their
own funding mechanisms, and thereby facilitate the matching grants proposal, will require elfor. Solid
models for sucl funding inechanisms exisf in the Connect/Kentucky example and in Vennonr's Act 79 of
2006. 1f adapied to each slate'y pecds, s eflorl will create a partnership among the federal govermneni,
stale governments and privale industry thal will, I believe, be the fastest and inost cost efficient method of
serving all o} our citizens, even Wwee in Uie areas thal are hardeal 1o serve.
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STATEMENT OF
ASSISTANT ATTORNEY GENERAL
PUBLIC COUNSEL SIMON FFITCH

In the Matter of High-Cost Universal Support, WO Docker No. 15-337; Federal-Siate Jolut
Board on Untversal Service; OC Docker No. 96-45

1 support the Recaunnended Decision issued by Lhe Toinl Boand today because il adopls an
impertent framework for needed refonn of high-cost universal serviee suppaorl.  The decision eslablishes
appropriale priorlies by recotunending that the FCC concenirate on reforn of existing funding in order
_lo eliminale excessive and unneeded USF support. io better larget areas in need, to edjust to evolving
leclmelogy, end Lo recognize changing conmnner prelerences.

The decigion adopis a “cap and 1arget” approach which should provide siguifican! benefits for
consumers. By recommending a cep on high-cost funding, the decision addresses the problem of
unconirolled growth in the fund size. The USF contribution currently adds approximately L1 percent to
(lie intersiaie ponicn of The telecomimnications bills of most Americans, This level af burden and ihe
dramatic growlh in fund size have become counierprodustive to the nltimate goals of universel savice. 1
therafore strongly suppon (ke recommendation 1o cap the Fund.

It addition 1a capping the fund, Lhe decision proposes ways 10 use exiating funds more efficiently
and effectively. This is accomplished thiough the threc-fund approech, by recommending the end ol 1)e
identical suppont rule, and by ather proposed changes. A key aspect of Lhis Recommended Decigion s
Ihal it proposes a reasonable and proetical way to reform existing supporl mechanisins and to redirecl
suppen o broadbaud and mobility necds. while at (ke same time keeping conirol on Lhe overall aize af Lhe
fond. In this way, Lhe plan proposed in (s Recommended Decision keeps the focus where il zhauld be in
this process -- on the lnterests of America’s lejecomnunications conswiners.

Finally, it is important Lo note the sigmificant role pleyed by fonner Joint Board member aud West
Virginia Copsnmer Advocate Billy Tack Gregs i developing some of the core coticepts thai are part of
the framework adopled in (his Recommended Decialon. Thbough his lennre ended September 30 of this
year, his thovghiful work has been a valuable coutribution to this effort,

41



Federal Commuyicalions Commission FCC 08-22

APPENDIX B
Initial Regulatory Flexibility Analysls

1. As required by the Regulatary Flexibility Act (REFA),' the Commission has prepared this
Initial Regulatory Flexibility Analysis (IRFA) of the possible significatt econamic impact on amall
eniilies by the policies and rvles proposed in the Notice of Propesed Rulemaking (Notice). Wrilten public
commends are requeded on thus IRFA, Commenls rmust be identified as responges 1o the IRFA ind musi
be filed by the deadlines for cownnents on ihe Natice provided in paragraph 13 of the item. The
Cowmiszion will send a copy ol the Notice, including this [RFA, to the Chief Counsel for Advocacy of
(he Smasll Business Administration (SBA).? In addition, the Notice of Proposed Rulemaking (Notice) and
IRFA (or surumaries thereof) will be published in the Federal Register.®

A, Necd for, and Objeclives of, Lhe Proposed Rules

o In the Telecommunications Acl of 1996 {1996 Ant), Congress sought Lo preserve and
advance unl‘lrﬁ:rsal seyvice while, a1 The saine tiimg, opening all lelecommunicatipns markets to
cownpetition.* Section 254(b) of the Act directs the Federal-Stale Joint Board oo Universal Serviee {Joint
Board) and (he Conmunission to base policies for 1lie preservation and advaucetnent of universal service on
several general principles, plus other principles 1hat the Comumission may establish.” Scclion 234(e)
provides that only eligible telecommumications carriers (ETCs) designaled vnder section Z14{e) shall be
eligible Lo receive federal universal service suppon, and any such support should be explicii and sufficiewt
lo achieve tha purposes of thai section.®

3. In this Motice, we seek comment ol ways to 1eform the high-eost universal service
program. Specifically, we seek comment ou the recommendatmn of e Jeint Board regarding
coutprehensive reform of high-cost universal service suppert.” We nlso incorporate mto this Nolice the
following two Notices of Proposed Ruleinaking (NPRMs): (1) the Motice of Proposed Rulemaking
released by the Commission o1 January 29, 2008, which seeks comment on the Commission’s rules
governing the amoumt of high-cost universal service support provided to eligible telecommunications
carrigrs (ETCs), inchading elimination of the “identical svpport rule;” and (2) the Nolice of Froposed
Rulemaking released by the Commission on January 29, 2008, wlnch secks ¢ommen! on whether and how
{0 implement veverse augtions (2 form of compelitve bidding) as the dishursement mechaniam for '

'See 5 ULS.C, § 603. The RFA, soe 3 U1.5.C. § 801 et seq., Las been amended by the Conlract With America
Advorcement Act of 1994, Pub. L. No. 104-12], 110 Sial. 847 (19263 (CWAAA). Tide [ ofthe CWAAA 19 (he
Smal| Business Repulamry Enforcemend Fairaess Act of 1996 (SBREFA).

?Sae 5 US.C § 603(a),
‘K.

* Telecommunicalionx Aci of 1996, Pub. L. No. 104-104, 110 S, 56 (1996). The 1996 Act amended Lho
Communications Act of 1934, 47 U.S.C. § 151, er seg. (Comnmunications Act of Azl},

* See 47 US.C. b 254(0). Ainong other Lhings there should be specilic, prediciable, wnd sufficienl federal and slale
uttiversal service support niechanisms; quality services should be available al Just, reasongble, and affordable mies;
and consumers in all egions of e nalion should bave access m lelecomniunications seevices (hal are reasonebly
compareble o those services provided m wrban areas ai ceasonably comparable rekee. 47 ULS.C, § 254(bX1}, (3),
{3

S47 US.C. 85 214(e), 254(g).

? Federal-Siate Joint Board on Uniwersal Service, WU Dockel Mo. (15-137, CC Dockel No. 956-43, Rez ommenaded
Decision, FOC 071-4 (Fed -Scue I Bd.| rel. Now, 20, 2007) (Recowmmended Derfvion) {allachied as Appendis A).

42




Federal Communicatioss Commission FCC 08-12

determining the ainount of high-cost universa] servics support tor ETCs serving rural. inslar, and high-
cost arees.” We also will incorparale the records developed in response io those Nolices of Proposed
Rnlemaking into this pmceeding. We note, however, that such incorporation of 1hese 1wg NPRMa does
nol change or otherwise alfect, and we express|y preserve, the positions of ihe Commission inembers witl
regard 1o those particular NPRMy and the Joiut Board’s recommendation.

B. Legsl Boesis

4. The legal baais for any action that inay be taken pursuant 1o Lhe Notice is contained in
sections 1, 2, 4(1}, 4(). 201-203, 214, 254, and 403 of the Conpnunicetions Act of 1934, as amended, and
sections 1.3, 1.411-1.419, and 1.1200-1.1216 of the Commission's mules.’

C. Description and Estimate of the Number of Small Enfities (¢ Which Eules Will
Apply

3. The RFA directs agencies lo pravide a descriplion of, and, where [easible, an estimaie of
the nuaiber of sinall entities thal may be afTecied by the rules, if adomed."® The RFA generlly defines
the term “small entity™'! as having the saine ineaning as the larms “small busipess,”'? “small
arganization,” " end “sinall governmental judsdiction.”™ L addition, the term “small business” has the
same neaning as the term “small business concer™ under the Small Business Act, unless the
Commission has developed one or more definitions that are appropriate 10 its activities.'! Under the
Small Business Act, a *small business concern™ 13 one that: (1) is independently owned and operated; (2)
is not dominant in ils ficld of operation; and (3) meets any additional criteria established by the Small
Business Administration (SBA)." Nationwide, there are a total of approximately 22.4 million small
businesses, acconding (o SBA data.!” A small organization is generally “any not-for-profit enlerprisc
which i¢ independently owned and operated and iz not dominant in its field.”"® Nationwide, sa of 2002,
fliere were approximalely 1.6 milkion siall organizations.'

* High-Cost Universal Service Sugport, Federail-State Joint Bogrd on Universal Service, WC Docke No, 05-337,
CC Duckel Mo, 9645, Notice of Proposed Rulewaldug, FCC 08-4 {rel. Jan. 29, 2008) (Identical Suprort Rufc
NPRM), High-Cost Utiversal Service Support; Federal-State Joint Board en Usversal Sendce, WC Docket No.
15-337, CC Doclet No. 98-43, Notice of Propoesed Ruleinaking, FCC 08-3 {re. Jan., 2%, 2008) (Reverse ductions

NPRM).

Y47 U1.5.C. §§ 151, 132, 154(i}{{). 201-20%, 214, 254, 403; 47 C.F.R. §§ 1.1, ) 411-1 419, 1.1200-1.1216.
0§ 0.8.C, 8 604(3)3).

IUS.C§ 601

B 3UK.C.§ 62103

B 6014,

1 2US5.C.§ 60150

¥ 3US8.C. §601(3) (ucerporating by referance the definition of “small bysinese cancern” in 5 U.S.C. § «3]],
Pursuant b 5 U.S.C. § 601(3y, the stanaiory dafinilion of a sioall business applies “unless an agercy afier
consultalion with Lhe Ofiice of Advocacy of the Small Business Administration and afier opporuruty tor public
comment, establishes one or moere deffailians of such ierin which are sppropriate 10 1be activites of the agency and
publisles sncl definilion in the Federal Register” 5 ULS.C. § 601(3).

15 U.8.C. 8 632

'" See SBA, Programs sad Services, SBA Pamplilet No. CO-0028, at 40 (Juls 2002),
BSUSC. § 601,

¥ Independent Seclor, The New Nouprofit Almanac & Desk Reference (2002).
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6. Tlie masl reliable source of information regerding the total numbers of certain common
carrier and related providers nationwide, as well as the nomber of commercial wireless entities, 13 the data
that the Commission publishes i its Trends in Telephone Serviee repon.®® The $SBA has developed
small buginess size standards for wireline and wireless small businesses within the three conunerciel
census categories of Wired Telecommunications Carriers,”! Paging ** and Cellular aud Other Wireless
Telecommunications.®® Under these categoties, a business is small if it has 1,500 or fewer employees.
Below, vsing the above size siandards and others, we discuss the (olal estimaled numbers of sinall
businesses Lt mighi be affected by our actions.

1. Wireline Carriers and Service Providers

7. We have included sinel| (ncombent local exchange carriers {LECs} in this present RFA
analysis. As aoted above, a “small business” under the RFA is oue thal, inter alia, meers Ihe pertinent
srnall husiness size siendard {e.g., a telephone coyununications business having 1,500 or fewer
employees), and “is not dominant in its field of operation.™ The SBA’s Office of Advocacy contends
that, for RFA purposes, small incumbent LEC's are ol dominant m their field of operation becanse any
such dominance is not “national” in scope.”” We have therelore included sinell incumbent LECs in this
RF A analysis, although we emphasize that Lhis RFA action hgs ng effect on Commisgion apalyses and
determinations in other, non-RFA contexts.

£. Incumbent LECs. Neliher e Carmuniission nor the SBA has developed a size standard for
small businessey specifically applicable to incumbent LECs. The closest applicable size standard wnder
SBA rules is for Wired Telecommunications Carriers. Under that size standard, such a business is mmal|
if it has 1,500 or fewer employees ™ According io Commission data,”’ 1,307 carriers reporied Lhat they
were engaged in the provigien of local exchange services. Of these 1,307 carriers, an estimaled | 019
have |,500 or fewer empioyges, and 288 have more (han 1,500 employess. Consequently, the
Commission estinuates that most praviders of incumbent local exchange service are small businesses that
inay be atfecied by our action.

4. Campetitivi LECs, Competitive docess Prenviders (CAFs), "Shared-Tenant Service
Providers, " and “Other Local Service Providers. " Weither e Commission vor tie SBA las developed a
sinall business size standard specilically for these service providers. The appiopriale size standard vnder

% FCC, Wireline Competition Dureau, Indusiry Analysiz snd Technology Divisiou, Trends in Telephone Service,
Table 3.3, page 5-3 (February 2007 (Trends i Fefephorne Sernvice). This source uses dala collecied as of October
20, 2005,

313 C.FR. § 12).201, Nonth American lodusiey Classilicalion Syslem (NAICS) code 317110,

2 14, § 121,201, NAICS code 51721) {This catepory will be changed lor purposes of the 2007 Cenxus o *Wireless
Telecommunications Carriers (except Sawclline).” NAICS code S17210.).

. § 121.201, NAICS code 517212 (This caegory will be: chanped lor purposes of Ue 2007 Cengug i “Wireless
Telecommunicatione Carrers (excepl Salellite),” HAICS code 317210.).

ML VL.C 5632,

3 e Lener fra Jere W. Glover, Chief Counsel for Advocacy, SBA. lo Chairman Willium E. Xennand, Federal
Communical iomg Comnussion (May 27, 1999). The Small Dusiness Acl coailzing a definition of “small busiusss
cavcerm,” wlich the BFA incorporates inlo ils own definition of "sowll busivess.” See 15 U.8.C. § 532(a) (Small
Bosiness Aci); 5 US.C. § 601(3) (REA). SBA regulationt intéxprel “small business concere™ 10 nclude the concept
of dominance on a nailional basis. 13 C.ER. | 121.102(b).

13 CFR. § 121.201, NAICS code 517110.
7 Tvends in Telephone Service m Table 5.3.
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SBA rules is for the calegory Wired Telecommunicationa Cacriers, Under that size standard. such a
business is amall il it hes 1,500 or fewer employees.” According to Commisaion daia,” 859 carriers
reporied (hat they were enpaged in (e provision of either compclilive LEC or CAP services. OF Ihese
859 carriers, an eslimated 741 have 1,500 or fewer employees, and 118 have more than 1,500
employees.” In addition, 16 carriers hove reporied that they are “Shared-Tenant Service Providers,” and
all 16 ere estimated to have 1,500 or tewer einployees. In addilion, 44 camiers have reparred that they are
*Oither Local Service Providers." Ofthe 44, an estimated 43 have 1,500 or fewer émplovees, and dne has
more than 1,500 employess. Conscquently, the Comnmission eslimates that inest conpetitive LECs,
CAPs, “Shared-Tenani Service Providers " and “Other Local Service Providers” are amall endilies Lt
may be alTecled by cur action.

2. Wireless Carriers apd Servlce Providers

10, Wireless Service Providers. The SBA has developed a amall busjness size standard for
wireless (iims within (he wo broad economic census categoried of “Paging™’ and “Cellular and Other
Wireless Telecouununications.” Under both vategories, the SBA deems a wircless business te be small
if it has 1,500 or fewer employees. Por the census category of Paging, Censos Burean data for 2002 show
that there were 807 finns jn this calegery that operated for ihe entire year.™ OF this tolal, 804 finns had
employinent of 999 or fewer employees, and tiree finns had employment of 1,000 emplayees or more.™
Tlms, under this category and agsaciated sinall business size standard, the majority of firms can be
considered small, For 1he census category of Cellular and Other Wireless Telecommunications, Census
Bureau data for 2002 shaw that there were 1,397 firms in this category that operated for the entire year %
OF 1lds Lotal, 1,378 Anng hed employment. of 999 or fewer einployees, and 19 firms had employmen of
1,000 ennployess or more.” Thug, under (his second calegory and size standard, the majority of firms
can, again, be considered small,

L. Wireless Telephony. Wireleas telepliony includes cellular, personal comiunications
perviced (PCH), and specialized mobile radie ( SMR) telephony camriers. Ag noled earlier, the 8BA has
developed 4 3mall business size standard for “Cellular and Other Wireless Telecommunications™
services,)” Under that SBA amall business size standard, a business ia amall i1l has 1,504 or fewer

213 CF.R. § 121 201, NAICS code 517110,
® Trends in Telephone Service al Table 5.3.
i

13 CFR § 021201, NAICS cade 517211 (This calegory wil! he changed for purposes of the 2007 Census 1o
"Wireless Telecoonmunications Carriers (excepl Saiellite),” MAICS code 517210.).

®3CF.R §121.201, NAICS code %] 7212 (Thia cetegory will be clituged lor purposes of the 2007 Census tn
“Witeless Telecommunicalions Carmiers [emccpt Salellite],” NAICS code 517210.).

M U8 Census Bureay, 2002 Feonoloic Cessus, Subject Series: “Information.” Table 5, Enployment Si2e of Firns
for the United Slales: 2002, NATCS cude 317211 {issued Nov. 20057,

# I4. The census data do nol provide 2 moee precise estimate of lhe number of firms that lave employment of 1,300
or Fewer einployees: tbe Jarges calopory provided is for frms with “1000 emplosees or wnore.”

¥ 1.8, Cenwng Boresy, 2002 Economic Census, Subject Sarjes: “Informsiiow,” Table 5, Employmeit Size of Firne
for the United Swes; 2002, NAICS code 517212 (issoed MNow, 20050, :

¥ I The census dsta do not provide a more precise esumele of the nnmher of firms tal have employment of
1,500 or (ewer emplayeeas: the largest calegory provided i for frms with “1000 employees or mere.”

13 CFER § 121.201, NAICS code 517212,
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employees.® According (o Commiksion dala, 432 caniers reporied (! they were engaged jn the
provigion of wireless lelephony.™ We liave estimaled that 22) ol lese are mall under the SBA smal]
business size standard.

1. Satellite Service Providers

12. Sarellite Telecommunicationy and (Mther Teleconmmivnicaiions. There 1s no small business
size slandard developed specilically [or providers af iniermational service. The appropriale size standards
under 334 rules are for the iwo broad census calegories of “Satellile Telecomuwuuicatians™ and “0iher
Telecotnmunications.” Under both calegorics, such a business jg small il it has $13.5 million or less in
average annual receipts. ™

[3. The first category of Sacellite Telecommunicatious “comprises catablishments primarily
engaged in providing point-io-peint telecommunications services (0 other esiablishments m the
telecommunicausils and broadeasting indusiries by forwarding and receiving communications sipnals via
a syglew of satellites ar reselling satellite telecommunications.”™" For this calegory, Census Burcau dala
for 2002 show that there were a total of 37) firmg that operaled for the entire vear.™ OF this Lotal, 307
firms had anmual receipts of under $10 miltion, and 26 firma had 1eceipts o $10 million Lo $24,999 999.%
Caonseqnently, we eslimnale the: 1he aajorily of Satellite Telecommu nicatious firms are small entities that
migrht be affected by our action,

14, The second category of Other Telecommunications “comptises establishments prinmarily
engaged in (1) providing specialized telecommunications applications, such aa zatellile lracidng,
commnmicatliony telemetry, and radar siation operations; ar (2) providing satellite terminal stations and
associated facilities operationally connectad with oue or more terrestrial conmupnications systems and
capable of transmitting telecommunications to or receiving iclecommunications from satellite systems.
For this category, Census Bureau data for 2002 show that there were a Iotai ol 332 finus that operaled for
the entire year.® O this iotal, 259 firms had annual receipls of under $10 million and 13 tinns had
amuval receipts of $10 million o 524,999,999 % Consequently, we estimale (hat ihe majority of Other
Telecommunicaiions frns are small entities that inight be alfected by our action.

it

W 1,
¥ Trands in Telephpae Service at Table 3.4,
13 C.FR. § 121.201, NAICS codes 517410 and 51710.

AL 11,8, Cenguz Bueeaw, 2002 NAICS Definitions, *51 7414 Satellile Telecoinmymications™;
ety dtwarw oaiisus. goviepodimaical2/de FENDEF 517 HT M.

7 5. Cemens Bureau, 2002 Economic Census, Subject Series: Information, “Exabiishment and Firm Size
tlncluding Legal Fonn of Organizalion),” Table 4, NAICS code 517410 (isaued MNay, 2003).

Y 14, Auadditional 38 firms hod annual receipls of $23 million or nicre,

4 7.8, Census Burean, 2002 NAICS Definitious, “517910 Other Teleconumnicalions™;
litp:/fararw.census. govieped/naicst L' de ENDEFS 1 7.HTM.,

11,5, Cenrus Bureau, 2002 Economic Crnsus, Subject Series: Inlormation, “Establislmient end Firm Size
(Tncluding Legal Farm of Organization),” Table 4, MAICS code 517910 (issued Nov, 20057

% 13 An additional 14 (irme lad anmal receipty ol $25 million or more.

46



Federal Commppications Commission FCC 08-12

D. Description of Projected Reporting, Recordkeeping, and Other Compliance
Regnirements

15, This Notice seeks commenl on ways Lo relomm the high-cost universal service program.
Speciiically, ihe Notice seeks commeal on ihe recoinmendation of the Jgint Board regarding
comprehensive relorm of high-cast unjversal service snpport.” The Joiut Board recouunended Ihe
crealion of three distinet higli-cost funds: a broadband fund. 2 mability fund, and a provider of lant regort
fund.*® If the Conmmission nltimately adopia the Joini Board's recouunendations, new or addilional
reporting tequiremen's may be required for carrers (o recelve support nnder a lhree-fund approach.
Addilicnally, the Nolice incorporales by reference two NPRMs addressing 1he adoplion of a reverse
anclions approach tar distributing high-cost support, and the elimination of the idcntical support 1ule for
compelilive eligible telecomimunications carmers.* Projected reporting, recordkeeping, and olther
complizoce requirements are disevssed in the [RFAs ol those NPRMs,™

E. Steps Taken tv Minimize Significant Feounmie Impact nn Small Entities, and
Signilicanl Alternatives Considered

16, The BFA reqoires en agency to deseribe any sipniiicaut allernatives that it has considered in
reaching ire proposed approach, which may include the following four altemalives (among others): (1)
the establishynent of dilfering compliance aud reporting reqnireients or fimetables that 1ake inio account
the resonrcea available to sinall entilies; (2) e clailication, consolidaiion, or simpliffcation of
compliance of reporting requirements under the rule for small entities; (Y} the use ol perfonnance, rather
l1an des:'ilg,n, atandands; and (4) an exemplion (fon coverage of the mle, or par thereol, for small
enhijex.”

17, This Natice seeka copauent on ways (0 refiyrm ihe high-cosl nmversal service prograny,
including recommendaiiona issued by the Jolii Hoard. The Commission expecis o congider the
economic impact on small enlities, as ideutified in comments filed in response (o the Noljce, in reaching

¥ See penerally Recommended Dacizion.

*# Recommended Decision al paras. 11-43,

4 Sae Notics at para. 1.

® Idensicat Suppar Rufe NPRM, App., Revirse Auctinns NPRM, App.
* See 5 ULS.C. § 603(c).
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its final conclusions and taking aelion in this proceeding, Tao the degree thal the ollier NPRMs thal the
Nolice includes by reference offer alieniatives that may minimize (he significant economic impact on
small eniities, those allenyalives will be considered a3 well.

F. Frederal Rules that may Dnplicate, Overlap, or Conflict with the Proposed Rules

15, None.
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STATEMENT OF
CHATRMAN KEVIN J. MARTIN

Re: High-Cosi Universal Service Suppert; Federaf-State Joint Board on Univerval Service, Wolice of
Proposed Ruleinaking, WC Docker No. 05-337: CC Docket No. 96-45, FCC 08-22 (foint Board
Comprehentive High Coxt Recommended Decistan Notice).

Re:  High-Cost Universal Service Support; Federal-Staie Joint Board o Universal Service, Notice of
Proposed Rulemaking, WC Docket No. 05-337; CC Dockel No 96-45, FCC 084 ({dentical
Support Rule Notca).

Re: High-Cost Universal Service Support, Federal-Stote Joint Board on Universal Service, Nonce of
Proposed Ruleinaking, WC Docket No. 05-337; CC Dacket No. 96-43, FCC 08-3 (Reverse
Auciions Notice).

Today, the Commission adopls several proposals to reform (he higli-cost universal service
program. It is essential thal we lake actions that preserve and advaluce the benefils of Ihe waiversal
SErvice program.

The United States and (he Commission have g long history and (radilion of eusuring that rural
areas of the cownry are connecied and liave sinilar oppertnnities for coinunications as olher areas. Our
univelsal service program muai conlinue to promote mvesiment m rueal Aaneriea’s infrastmociure and
ensire Aceess [0 telecommuuications services that me comparabie (0 those gvailable in urban areas ioday.
as well as provide a plaiform for delivery of advanced vervices,

Changes in iechnology and increases in the uumber of carriers thal receive universal scrvice
support, however, have placed significant pressure onilie siability of the Fund. A large and rapidly
wmwlig porlion of the high-cos! suppon program {s now devoied Lo supporiing multiple competiiors 1o
serve areas in whicl costs are prohibilively expensive for even one cammier. These additional networks
don’t receive support based on their own ¢osts, bat ratlier on the cosis ol lie incumbent provider, even if
their costs of providing service ere lower. [n addition o recominending an inlerim ¢ap, the Joint Board
hae recognized e problems of maintaining (hig identical support mle.

1 am supportive of several means of comprehensive reform for the universal service program. 1
have circulated among my colleagues at the Commission an Order that adopts the recommendation of the
Joini Board 10 plice an iuleriin cap on the amonnt of high-cost support available to competitive ETCs.
And today we adopt a Wotice of Proposed Rulemaking that would require thai high-cost suppor! be based
on a carrier’'s own costg in the same way that rural phone companies’ support is based. I'mn supportive of
bofh measulcs 28 a irleans (o contain the growil of universal service in order to preserve and advance the
beiefiia of the fund and piotect the ability of peaple in rural aceas to continue to be connected.

I continue io believe the long-lenn angwer for reform of higli-cosl nniversal service support is (o
move to a reverse auction methodology. I believe that reverse auctions could provide a technologically
and compelitively nenhial means of controlling lhe cmreni prowth in the fiid end ensuring a move (0
most efficient technologiss aver dine. Accordingly, Tam pleased ther we adopt today’s Nolice of
Proposed Rulemaking to nse 1everse auclions 1o distribute universal service suppori.
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STATEMENT OF
COMMISSIONER MICHAEL I. COPPES,
APPROVING IN FCC 08-21
APPROVING IN FCC 04-4
APPROVING IN PART, DISSENTING IN PART IN FCC 08-5

Re:  High-Cost Universal Service Support; Fedeval-Siate Joint Doard on Universal Service, Notice ol
Propesed Rulemaking, WC Docket No. 05-337, CC Dincket No. 9645, FCC 08-22 (Joiw Board
Comprehensive High Cost Recommended Decision Natice) {Approving),

Re. High-Cost Universal Service Suppory; Federal-Staw Joint Board on Universal Service, Notice ol
Proposed Rulemaking, WC Docket No, 05-337; CC Docket No. 96-45, FCC OB (fdentical
Suppori Rule Novice) { Approving).

Re:  High-Cost Universal Service Support; Federal-Siate Joimt Board an Universal Service, Nolce of
Proposed Rulemaking, WC Docket Na. 03-337; CC Docket No. 96-45, FCC (8-5 (Reverse
Auctions Notice) (Approving in Part, Dissenting in Pan).

The Commisgios: adopts and seeks comunent o liree Notices of Proposed Rnlemaking
concerning: the Federal-State Joinl Boand ou Universal Service's (Joint Board) recommendation on
comnprehensive reform of the lugh-cost Universal Service support mechanism; the elimination of the
“Identical Support” rule; and the merits of using reverse auctions in disiributing high-cast suppon. to
cligible telecornmunications carriess (ETCs). 1 am pleased thiat the Commisslon today initiates all threc
NPRMzs gimnitaneons|y as | have long believed Liat Universal Service relonn must be done [n a
compreliensive, systematic manney. 1write here (0 expreas my views on ail three proceedings,

I coulinne to believe that there are & variety of wavs 10 promote Universal Service and al the same
tiune ensure the sustainabilily and inlegrity of the fand. I 'believe moch wonld be accomplished if the
Commission were (o include bmadband on both the distribwdion and contribution side of the ledger;
elininate the ldenticat Supporl rule; and increase its oversighl and anditing of the higli-cost fund.
Additionally, Congressional authorization io permil 1he assesamenl ol Universal Service contribulions on
mnlrosiale a5 well as intersiale revenue would be a valuable top) for supporiing broadbaud.

Thal being said, the Joint Board made an assoriment of recominendations of its own, Iapreed
with same of them and not wilh others. [n my view, the most impontanl part of the recommendation is ils
inclusion of broadband as pan. of USFE (or the 21¥ Ceniury. My views on the recommendation ere
explained in further delail in 1y stetement thal. accompanied the Joini Boand’s recoluunendation and
which is attached 35 an appendix (o the NPRM adoptad todav. I believe the recommendation merits
furtlier action by the C'ommission, and therefore. 1 am pleased 1o snpport the NPRM initiated tonday.

Let me briefly (ake this opportuniiy to thank the members of the Joinl Board wiio worked
lirelessly on the difficuli tagk of devetoping & compreliensive proposal [or the FCC*s comsideration. I
congratula'e Clizirwoman Tale for her leadership in bringing these recommendations o the Commission.
We ore all deeply indebled (o hey co-chair, Commissioner Ray Banm of Oregan. for his tireless and
energetic work in shepherding the Joind Boand loward consensus on many items. Aud I wanl 1o pay
tribule 1o the always visionary yel pructical efforts of the indefaligeble Billy Jack Gregg whose endless
goad cannsel is sewn throughout tlie Joint Boand's recolrunendations.

With regard io the NPRM on the Identical Suppon rule, it i4 clear to me thal ihe costs of investing
and mainlaining wireless aud wireline infrastrocivre are inherantly differeni. 1 believe ihat wireless can
and should be a part of Universal Service, bul 1he time has come to pul an end to the irraticual and costly
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8ystem ol supporiing wireless cartiers based on the eost of wireline incumbenis. 1 therefore am supportive
of the 1enlaiive vonclusion 1hat we eliminale this mle. The NPRM is particularly inportant because it
secks comunent ou how besl (o replage this rule and in parlicular the wethodologies by which CETCs
should be able to recover costs for Universal Service supporl purposes.

The NPRM on reverse auctions is much more of a mixed bag, On the one hand, I suppord the
Commission’s decigion (0 seek comment an the merits of reverse auctions as a method for disinbuating
high-cosl Universal Service supporl. The Joiut Board spent a great deal of time examining Lthe use of
reverse auctions, but 1 must suy that our review raised in iy mind many more questions than i1 enswered.
For instance, how do we enswe that the winning biddes provides adequate quality of service? What
happens if the winrer later decides il is no longer profitable io continue its operation? And who will be
resprnsible for establishing e rules and enforcing them? [ronically, this purponed)y inerket-based
approach sirikes me es hyper-reguolatory. For these reasons, I must dissent from 1the NIRM's ientacive
conclusion that the Commission should develop an auction mechanisin lo determine high-cost support. 1
believe that the options 1 oullined above—including broadband as pan of Universal Service; elimination
of he [dentical Support rule; stepped-up accounting oversight; and Congressional aciion 1o enable
Universal Seirvice collections on an intrastate as well as an inlersiae basis provide a inore effective and
less disrupiive approach to Universal Service relorm.

The good news is that ihese threc itema, papticuiarly the Joini Board recommendation, pul the
urgent need for comprehensive Universal Service reform aquarely in front of the Conmission. I hope the
FCC will deal with thede recouninendations expeditiously and comprehensively, Tlis is no place [or
pitcemedl aclions. 'We need 1o (think expansively and creatively about implemeniing the path-breaking
broedhend decision 1thal has sow been presented to us. This counby desperately needs a comprehensive
broadband strategy. The Jomt Boerd recominendation provides the opportunily for the FCC (o move
toward such a slrategy, working wilh our own reles and inaking suggesiions 1o Cougress in those areas
where legrislative action inay be required (o engure such a smrategy, [ain looking forward 1o working with
my colleagues in order o turn 1hese proposals into workable solutions.
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STATEMENT OF
COMMISSIONER JONATHAN 5. ADELSTEIN,
APPROVING IN FCC 08-11
APPROWING IN FCC 08-4
CONCTURRING IN PART, DISSENTING IN PART IN FCC 08-5

Re: High-Cost Universal Service Support; Federal-State Joint Board on Upiversal Service, Motice of
Proposed Rulemaking, WC Docket No. 05-337; CC Docket No. 9645, FCU 0822 (Joint Board
Comprehenyive Higlh Cost Recommended Decision Notice) (Appoving),

Re: High-Cost Universal Service Support; Federal-State Joint Board on Universal Service, Nolice of
Proposed Rulemaking, WC Docket No. 05-3137; CC Dockel No. 96-45, FCC 084 (Fdentical
Support Rule Notice) (Approviug).

Re: High-Cost Universal Service Support: Federal-State Joint Buard on Uniwrial Service, Notice of
Proposed Rulemaking, WC Docket No. D5-337: OC Dincket No. 9645, FCC 08-5 (Rewerse
Avciions Notice) (Concurming in IPan, Dissenting in (*ad ).

Thiough these Notices, Lhe Commission secks comment on polentially profound changes 1o 1he
Universal Service High Cost program. While I am nat withoul reservations abonl some of the propoeals
in these items, 1 am pleased thal the Commisgion i3 cugagiug in serious consideration of how [0 preserve
and advance universal servive. one of Lhe bedrock principles of U8, telecommunicalions poliey. [am
parlicularly encouraged Mhat 1he Commission is seceldng comunent on Hie recommendalions of the Federal-
Siale Joint Board on Universal Service (Joint Board), and 1 thank the members ol Ui Toint Board for their
considerable effons o bring uy thiz Recommended Decision.

Congress and the Cominission recognized early on that Ihe econemic, social, and public health
benelits ot the telecammunicalions network are increased for all mbscnbers by the addition of each new
subscriber. In Seciion 234 of the Communications Act, Congress alfirmed Lhe broad principle thal.
“consumers iy all regions of the nation . . . should have acceas Ip ielecammunicalions and informalion
services . . . thel are reasonably comnparable to those services privided in urban ereas aud thal are
available al rales liat are reasonably comparable Lo rates chsrged for similar services in urban areas.™
Ipplamernting universal service as inlended by Congress i Bection 254 of the Aet is emong the Inghest
priorilies for e Connnission,

The task before ns — ensuring 1he continued vilality of universal service — is particnlarly
important a9 lechnology and the marketplace continue Lo evolve, Our choices in this proceeding will Lave
a dramalic effect on the abiliry of commuuities and consumers m Runal Ainerica 1o thvive and prow with
the rest of the country, Hisimy has showu thal many nural eonsumera would be left bebind if it weren't
for the suppor made available through our wniveysal service policies.

The Jriut Board’s Recommended Diecision for comprehensive reform of the high cost support
mechaniem — and, in particular, the decision to include broadband as a supported serviee — is a landmark
development. I lieve long argued that the universal service fund is an inlegral component of our eMorts to
meet the bmadband challenge. So, the declsion to embrace broadband, thoough the lisi of supponed
sarvices and ihrougl targeted funding for unserved areas, and he recoguition of the effectiveness of the
current Higl Cost Loop Fund in supporting the eapital cosls of pmviding broadband-capable loop
facilities for rural carriers are encouraging developmenis.

I muost express a degree of reservation aver the amauut of support allocaled w e Broadband
Fund, among other linitationa on suppert. Maiotaining our ¢commitment to connectivity, pariicularly in
the broadband age, ia moie important thau ever, and the Commission must start (0 provide realistic
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assessments of what will be required. To that end, [ am also conceried aboul ihe mmpaci of reverse
auciions and wlhether such inechanisma can provide adequale incenlives for build cut in Rural Aunerica.
For Lhese rearons, 1 didscat from ihe Lentarive conclusions in the separale Reverse Auctions Nolice.
While 1 appreciate the majoriry’s willimgoess (o (lesh out details of their reverse auction proposel, I
canuot suppart these premature lentalive conclusions, and would have preferred a inore balanced
presentation of the polential disudvanieges of such an approach.

There remain many quesiions abont e Recommended Decision and details to be vetted. While I
regerve judgment on nany of the proposals, there i muely here thal warranis caveful consideration. The
Toint Board has wreslled with many difTicull. issues, including the unique role of providers ol last resort,
compensalion for mulliple providers, sud the role of the Siales in fostering universal service, and 1 look
forward (0 seeking comunent on Leir recommendations. 1 agree with the Joint Board’s recommendalion
on e ideniical suppori mle and support the separate Notice seeking vomment on allemative approaches.

As we move forward with these pmeeedings al the Commission, I would like 10 express iy
sincere gratilude {o all ihe members and stalf of the Joint Board. The Joint Beard, and the many parfies
who participated in those proceedings, engaged in a long and ardnous eflor 1o bring us these
recolnmendalions. 1 know that we will benefil considerably from their experise and judptitent, and | lock
forward (0 ihe coming diglogue on these proposals with our stale commissjion collengues, comsumers,
providers, and the many others with a siake in ihe folure of universal service.

I
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STATEMENT OF
COMMISSIONER DEBORAM TAYLOR TATE

Rz, High-Cost Universal Service Support; Foderal-State Joini Board on Universal Service, Nolice of
Proposed Rulemaking, WC Docket No. 03-337; OC Dacket No. 96-45, FCC (8-22 {Joint Board
Comprehensive fHigh Cast Recommended Decision Nodiee) (Approving).

Re:  High-Cost Universal Service Support, Federal-State Joimt Board on Universal Service, Nolice ol
Proposed Ruolemaking. WC Daocket No. 05-337; CC Docket No. 9643, FCC 08-4 (Identical
Support Rule Notice) | Approving).

Be:  High-Cost Universal Service Support: Federal-State Joini Board on Universal Service, Notice ol
Propased Rnlemaking, WC Docket No. 05-337; CC Docket No, 9645, FCC (8-5 (Reverse
Anctions Notice) (Approving).

As Federal Chair of the Federal-Siate Joint Board on Universal Service (Joinr Board) [am
particularly pleased 1hal we are taking ihis signilicent step forward in (he jouniey 10ward comprehensive
reform of the high-cost univeryal service program. This {s an important progiam at the hear of rural
America. Its purpose, lo connect all Americans Lo teleconnnunications al alfordable reies, has over the
yeals pennitted people 10 be connecied even in rural and remole parly of cur nation. Going forward, the
Universal Service Fund will contione to play a critical and increasiog role in one of our lop priorities at
11e Commission — encouraging broadband deployment to all corners of America.

Specifically, we seek commenl on the recommendation ol the Joinl Board regarding
coniprelieasive refonn of high-cosl universal service suppart. [r is also significant that we also
incorporale by reference the Identical Suppord NPREM and Reverse Auctions NPRM, incloding the recands
Lo be developed in 1esponse to those NPRM;. [ look forward to receiving public inpnt and examining
these issnes,

[ wonld like Lo thank my Co-Chair, Comuuissioner Ray Baum of the Oregon Public Ulility
Cowmission. Tam especially pleased that all eight Joini Board members, large and smull/rural and
urban/donor and recipient, were able 1o come la this congensus and hope this will orove ug forwend and
provide the basic building blacks for fundamental reform to ensure Fungd stahility and viability in a
fiscally responsible manner. All of the Joint Board membery deserve praise (or their commitinient to the
in-depth analysie of these complex issues, their desire 1o positively alfect public policy and to make
decisions in the public interest in a thonghtful and deliberative moumer. They should all be counended
for iheir conmitment to secve on the Joini Board in eddition to their full time positions as povernmenl
ollicizls. :
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STATEMENT OF ‘
COMMISSIONER ROBERT M. MCDOWELL

Re:  High-Cost Universal Service Support; Federal-Siate Joind Board on Universal Service, Nolice of
Froposed Rulemaking, WC Docket No. 03-337; CC Docket No. 9645, FCC 08-22 (Jaint Bogrd
Comprehengive High Cost Recominended Decision Notice) (Approving).

Re:  High-Cost Universal Service Sugport, Federal-State Joint Board on Universal Service, Notice of
Proposed Rulemiaking, WC Dacket No. 05-137; CC Docket No. 96-45, FCC 084 (Identical
Suppori Rule Notice) (Approviug).

Re: Hivh-Cost Universal Service Suppori, Federal-Stare Joint Board on Universal Service, Notice of
Proposed Rulemaking, WC Docket No. 05-237; CU Docket No. 9645, FCC 08-5 {Reverse
Auctions Notice) (Approving).

I have consistenily staied that, while the Universel Service sysiem has been inslrumental in
keeping Americans cornmecled and improving cheir quality of life, this syatem is in dire need of
colnprehensive reform. 1 have muintzined thal we must follow five principles whien considering reforms
to the Universal Service Fund., We must: (1) slow (he growih of the Fund; (2) parmanently broaden the
hase of contribulors; {3) redoce the contribntion burden for all, il possible; () ensure coipelitive
neulralily; and (5) eliminale waste, fraud and abuse, A nnmber of proposels have been put forth,
particularly the Joinl Board®s recoquuendations for comprelienslve relomm sent. 1o the Comunission on
Movemnber 19, 2007,

By adaopiing these three notices of proposed ruleinaking, we are moving lorward to advance
specific refonos to the way the Univeraal Service High Cost Fund is admimstered. 1 favora
comgrelhiensive approach where we cen consider all ideas and options for reform of (his iportand
program. This year the Commission has an historic opportunily 1o implement meaningful and lasting
fiscal retonn thal balances srakelioldess® concerns and promoies e interests ol consumers, We should
seize (his opportunicy aud mke a bold step larward.



