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(. INTRODUCTION

Federal Communication!! Commission FCC 08-5

I In I.his NOI.ice ofProposed Rulemaking (Notice), we ~eek: comment on I.he merils cfusing
teve<1le ~uctioll~ (a form ofcompetitive bidding) to detel1lline the amount ofhigh-cost univern••l ~ervice
SUPP<'rt pmvided 10 eligible telecommuuications carriers (ETCs) serving rural, Insular, aud high-cost
at"as. A. discussed below, iu a reverse auction, support geuerally would be detel1llil1ed by III<> lowest bid
r.:J oerve the "wctioned area. We lentatively couclude thai reverse auctions offer ""wrni potential
advantages over COJlrel1t high-cosl support distributiol1 mcchanislll.'. and Ih.llhe Commission should
develop an auclion me"hani!illl 10 determine bigh-co.1 nniv~l~oi ,e,,'ic.. ""pp"rt. W" ,cek: CQltUllCl1t in
I.his Notice on II number "f .peciJic Issue. re~"rdll1g oudiPDO ,,"d "ucTi~n d~!iYl1 IMI mw.t be resolved in
~rder for Ihe C<:lmmission lc impiem"D1 In anclioll medulDj~m.

II. BACKGROUND

2. In the TelceommunicJliol1~Ad of 199~ (1996 Ac,). COl1gn,s. songht to preserve and
advance UJtivers~1 .ervice wloil~, ot the sam~ lim~, "P~l1l11g ~lJ tt'lect'mmu~icatioll.'l m~rk:ets ''J

competition.' Section 254(b) cf Ihe Ad. whi"b wa~ added by lh~ 1996 A<;t, dire<;l. the federal-State Joint
Board On Universal Service (J(,jnl J3o~rd) end Ihe Commi55i"l1 Iv bas. poli<;ie~ ~Jr lhe ~r~b'l:r~~lion and
advancement ofunivel~ai <ervioe OD <ev""al generai prindph·s. phil olher ptinciple. that ,he Commission
mayestablisb? Among ol.her Ihings, Ih~re ~houid b~ ~pedJj", pn,dictable, and .uffLcLeLlI fNenll and slate
univeflj~l ~ervice ~upport mecbani&m.; qualily ser"ices .houid be a,,~ilablc ~t jusr, rea~onabk, aLld
affordable rates; and consnmer. in ali r~gi()JIs of Ihe n:J.ti(>n !hould have a<:<:ess to telecoullnunicallons
service~ lhat ~re reasonably couorar3bi~ to Iho.e service. p,ovided in Ul ban ~r,'a~ ~I re~son:lbly

compa.rable rales.' Sootion 254(e) of Ihe ACT pfilvides Ih:il only ETC~ des~lIa'edunder ....tiQn 214(e)
shall be elig.ible 10 receive federoi ulJjv~rs~1 ~~rv;ce ~Dl'Pcn, and thal any snch sUPP<'rt 3hwld bc npllcll
aJld ~nflicientto ""hieve I.he pnrposes of thaT seclioo,'

J. In the Universal Sen,;ce FirS! Rqx'", anJ O,.J.'r. Ihe C.ommlssiDn ("'O;Jni""d certai"
advantages ofusing competil1ve bidding 10 d"'~rl11iue lngh-"".t uni versal .~rvic~ ",LppM.; FirsT,"~

compelling rea.on to u<e compel.ili". bidding is iWi pollenl iai ", a marlret-~aoled approacb I" der"rmining
nniversal servicc support, if any, for any given a",a.'" Second. "by ~c':JUugingmon: ~ffLci~1 carri~.,.~ 10
submit bid~ letle<:l.ing their lower co.t., anolber ad vantage of ~ pwp<TIy ,;tnJctu red ~')U'P~tili v~ bidding
system wouid be its abilil.y 10 reduce Ibe ;lmuunl of oiUppOl1 lidded for nniversal selvice.'" The record al
the time, howcver, was ill~nlfici~nl 10 oiuppon ~d"pl ion of a oompetllivc bidding mechanism. S Moreover,

1TelecOUlmunieaJlnn, Ael ofl996, Pub. L No. 104-104, 110 SlO', 56 (1996Acl), Tile 1996 Actamendcd the
Communicalion, Acl of 1934. 47 U.S.C. § 1~ I, ", .,eg. (Communicaliom Am or h~).

1 See 47 U.S.C. ~ 254(b).

"47 U.S,C. § 2.<4(b)(l), (~), (3).

4 47 U.S.c. H ~14t.), ~54(e).

, F"J,'n;I-Sl,w JOlN,lJoard ~n Ifn;''ersal Service, CC Doclrel No. 96-45, Report and Ortler. 12 flCC Red 8776,
~9'~. r''''. 320 (1 On) (Uni"~nalSelVice First Report and OrJer) (,ub"""luenl bi,tory 01niltecl),

, JJ. tog...i,,!: with d~ Joint Boam). Tbe COlluuis,icn also ag<ctd wilh lhe )oin, Board thaT. "competinve bidding iI;
c~n-,i.q"nt ",iL' ,.cticn 2;4, and cOlnport'; Wllb ll~ IDienl. of the 1996 Ad to rely cn mar!<el!orce9 tIl miniml"e
",gul.I,on'· (d. al895 I, para. 325.

; lJ. "' 81l48, para. J2Q nu d",t ",gard, tl,e bidding proces, should also capture the efficiency gains from new
l<dmo!oB,io. m improv.d "",dncrivily, converling 11~1ll int" ccst ""vings for unive",.i ..,.-vice.").

• Sec iJ. al 8949, para. J2Q. Only GTE ru.d propo,ed a d.tailed compelillve hidding plan, which II charaererlzed a,
.n outline ralh« Wan a ronal proposal. GTE's COllunenls in Response tIl Qneslions., ce Doclrol No. 96-45, Auaeh,
I (filed AUB 2,1996).
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Federal Communicatiolls COmmlfi'lioll FCC 08·5

ihe Commission found ii uill iuly 11101 compel,t]~c bidding mechaol~lUswould be useful at Iha! lime
because of lhe expeclal.ion lh"l there w(luld be!l<) compel.ition in a signifkant number (If rural, in~ular, or
high-coB!. areas in lhe near furu)e.' NnnellJ<,les", the Commi8sl(ln found that comp<1itive biddin~

warrunloo further cousidernl;'>n.'·

4. More lec~ndy, IheLl' I,"" bG~'D renewed inlere;;l ill u~ing oompelitive bidding Ie> ,1elermine
high·co;;l nniverEal servi"e .uppOI1. The .Joiot (Joan! cmreully is reviewing Ihe Commi~~iolJ's rule.
lelaling ie> high-co9i ullivellial ~ervice soppert L<L service arca~ In which compeliiive ETC. LeL"; ~e suppmi
and hlgb-co;;. Ulliversal service support fur ruml carriers.'1 III AUgll!t 2006, 1.lJ<, Joinl B~ard ol<lu~1

OT,mmeul on 1lJ<, Illerii~ ofusjng auction~ 10 de(ennine high-w.t nniwf6al service suppOI1. L1 In Febl1.l:JJy
~007. !Ile .lOill' lloanl held an enbanc hearing ~o dl,c\l8s hi,~Ii-c(l~.t unlver,.l ,el"Vice SUPP~I1· In rUrlll.gre<li,
IDCbdlll::llhe u"e of",verse au~-llOna to deiennme ~IlPjJ(IIt.· In IllS PP~l1lJjg fe,marh, CbIlinnau KeVin
MMlin ""plained thai "revellie auctioll~ nonld provide" l<'Chl1ologlca!ly aud competitively neulnI lIlflans
of ~~nl rollillg IWld gl'Owth and ensuring a mOve ro mO,;l e!TIdelll If:\;hllOlogy over ~ime."L4 In a Public
N,lli~".•"lea.oo May I, 2007, the JoInl Board ~oughl comment on variOll.l proposals for long term,
cornpruhcn;ive refoml of (he high-cost univ<:r1lal.~rvice,appo!i llIech~llL~m~, inclnding the uBe of reverne
auelioll;;." Tlte specific aucl.ion proPOElal8 filed dllriJlg tho' ~~u,se of thi, proce,eding are briefly de~cribed

below,

'See Universal Se""ce F,);I Rrporl alld Order, 12 FCC Rcd a189.50, para. 324.

10 See id. aI 8948, p"". 320. A(wmgh lhe Conullission indicated iI would i~Bue 0 [W1h~. n~1 i,'e of prop",."
rnl"","kiug specilic.ally .u.mioin~ 1M u>e ofcompelil.ive bidding 10 detenoine hi~.oOOl 'UppNl, "ntii now, i~ has
only ,ough! coo"nenL in ,h. mor~ lI",il.d oon'ex( of using compelilive bidding 10 id""lify 'h. c.rri!:.-{.) b",,( able 10
provide service lo Il",.rv.d tribal l"nd,. See id. a( 8951, pom. 325; F•.Jeral-Stale .10'''' B"ord ~" Um"""al Serv;,;,e;
Promoling Del'/,'~"'~nla"d Subs.·,ibt,r>h,p in Unserved and Ullderserwd Amos. ]ndudlng r,·'ba! and {nsular
,4"''"', CC Docket No. 96·45, Furlh<.r N~lice ofPro!X"ed Rulemaking, 14 FCC hd 21117, 21217_24, p."s, 93·1 14
(1 009),

I' See FeI!e''Q!.SlaIe Join! Board on Unlverso! S"I"<'ice. CC Docke,. No. 96-<15, <.lrd..-, 17 FCC RcJ 121>42 (2002)
(ETC/Por/abillty Reje,ral Order); Federa!·SIQfe .Ialm B~ord ~" Unll'c,,;a{ Service, CC Docket No. %·ol \ Order, 19
FCC Red 115Jg, pore. 1 (2004) (RW"a! Rejer,.,,! Orti~rl.

L1 ~'ederal_SIaIe Joint Board on u,,{versal Se""L·~ S~""-, C<'","'~tJI an Ihe Mer{1J o(Using Auclions 10 Delermln,'
lfigh,COSI Univer.",1 Se",lce Supporl, WC Dock.1 No. (j~_;J7. CC Docke' No. 96-45, Public No'i"", 21 FCC Rod
~·!n (Fed.-S'a'e Jl. Ild. 2006) (2006 Joint Boa,,1 Aih& N"'i<;<j. Th. Join( !loord "Iso soughl commenl on oue,io".
io the ETC/Portabili(y procer.diug. See Fede,."I-Slai€ J,'lnl 80",..d On Universal Service Seeb Comment on C~rfoir>

ojlhe Com",I,'sion's Rules Relat{ng 10 H{gh-Co.'1 (J"iwr.<al S.·,,,i<;o SUpfXJrI and Ihe ETC Des/gIlalion Proces." CC
Docknt N~. 96-<15, Public NOI.lce, 18 FCC Ro'd I oJolI. I ~;lJ, p",o. 1.0 (l'ed.-StaIe JI. Ild. 2003).

13 See Fed"".. I-Sral" .Ialm Board ,'" Univ.rsal Service 10 HoldE" Bane Hearing on High-CM' Univer.",1 S-""U!
SuppOH in Areas S..rv.rJ h' Rural Carriers, WC Docke' No. 05-337, Public Nol.lce, 22 FCC Red 2~45 (Wi",Jj"e
Comp, Bur. 2007).

l< Stare",.nl., ,lides.n:! .udiQ lr;ulscrip,-, 1'0"'- lhe 2007 en ball<' heari~g"", .-,.il""'l. "I

hltp:/lwww.fco.gov.'..."bll.opdluro'·"!al §ervioeilointBOllrd/weJomlle,hln,l (I",! updalN O<J. 1. ZlJQ7J.

" Fe"e,."i-Sl.rr~ 1,'i'" RM,d an Universal Service See"" Co",,,,e~i an La"" Ter'" Co"'r~'han",·i"" High-Cosl
Uniwrsli! Ser.'i'·_ R4Jnn, WC D~cket NQ. 05_331, CC Docke( No, 96--45, !>ublic NOiiee. 22 fCC Rod 9023, 9024­
25, """,A ,f'd.-St"....11. IlJ. 2001). CQmmon!li we.re dne Moy 31, 200'1, "n~ rejlly c"nu~~nlli ""'" due July 2, 2007.
1M 10inl. !loord olso reronuo.o<l«! lhal, o~ on inlf·';m meo,ure, Ihe Q,nu""s;~n "d"r' • cop Q~ compeli'ive ETC
jUppOrl. See High-Cosl Universal .service S"l'P~rl: FOIfleral·Slaie Ja"" B&rd 0" U"llIf'rS'<lI S€,,'lce, WC Doclce'
No. 05 ..337, C:(; Docker. No.96·45, Recommended Decision, 22 l'CC Red 8~"~ \F.d. ·St",. J!. Bd, 2007) (2007
R&::Ommellded Doci.<ion).
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5. CTIA Proposal. In r~r('ll1i'e 1('1 lh~ 201M Joh,' Board Public NJli"'~, CTIA - The
Wireless N;socialiol1® (GIlA) propo~ed ~ 'wlllller-get~"marc"reverse aucti('l)l at=(ure in which
wireline ...ud wirel""s ETCs would cllmpele in lhe ~Ume auctioll.'~ Under this propllsal. Ihe winning
biddel would receive the level 01 ~uppon i1 bid, 8ud other auction p1IniCiparllS would re"~i"e .<;>me les~er

level of ~1lppon. CTIA sugge~l' lwo p<l"ih[~. melhods afcalculating .upport for a non-winning bi,\d~r:

(I) a percentage reduction in p1I:!'tnalt b~.ed c" lhe dlfference between its bid and Ihe winning bid: ~lld

(2) a pe:rC<"nlage redu"llon in paymclI( bJs~d {1n lhe diffinenoo belween its bid 311d lhe wiuning bid, but
als" wei~led by Ihe ~h"re of cU5tomel~of I.h" ",'inning bldder. 17 CTIA support, the \t.e "hm~ll~rea~,

such aj ~ouut,e.,~"(he ~ographic area~ on whlch providel'.l would bid. L&

b Verizon Provosal. On Febru3!y 9, 2007, Veriwn proposed lmpk>ffientiLlll ~ompetitive
bidding on ~ limilc<1 basis, with the possjbilily ofeXlending Ih~ ll~e ~fDUCli('lJllmore widely aft", the
Commi;:;iou J..esse.' ,he msulLo;. '" Under V eri~an's propo,,~1. the COllUll15S<Qll would inl.roduce aUCliollj
in J.J"n, in which lDulliple wirelcs8 competitive ETC. ~u""nlly roc..i"" ~upport10 select a 8iJJgle winning
wire!es" provid"r to receive federal high-cost sUPp<lr1 ill Ihal are~. ,., aliCe lhe;;.e auctions were compleled,
a Beparole.et ofaU.::lions would be held in areas where tl""" is ,u leasl one wirelinc competil1ve ETC,
Bolh Ihe incumbent local exch","ge "'lITie... (LEC) and ~nv wirelin~coillpetilive ETC! would participate,
and the auclion would sele.::1 a single wireline provider 10 r"""'ve high-cGsl support in that area?l Aller
reviewing iis experience wiTb Ibe ,eparole wlrel",,~ and wije1iue <ludiom, the Commi~~iollconld Ihen
consider holdi.llg a gene)'>1 ~uchon in ~ny "",a where there is a cODlp~tili lie ETC. Both wireline and
wirele.ss ETCs would panicipale, Jlld the J;lelleral auetion would ;;.elect a single ETC to receive ihe ""ppor1
determined by il> bid." TJ,e Co",,,ns",on also could consider usiIlg the re!'llil. Qf the anclions to adjU!1
support of ETCs receiving suppcrr no! )'1:'( delemlined by an auotion.

7, V",izon ,,1.0 prop~ ~n anclioll de~lgn dlat uses wire cenlern, ~T leasl initi~IlY,;J~ Ihe
geographic areas JOr whkh "~ombilTA<onal"auclions would be held." Thi~ lype of aue"o" allow,; bidders
flexibilily 10 submit bids far individual wire cenlem, 0)' bid~ for package! Df wir" ccnrem" Gids would

" s.-. ;OO~ Joint BoaNi Public Noliee, fu>,ply e~mm""l. ofCITA-Tho Wirdtl" A.""'i.!li"',@. we Docket No.
~j-JJ7, ec Docket No. 96·4~, Appendix (C<mll"~llin~ UnivefBOl Service Funding "",j P"'''''''in;l C~,upe!i'ion
Tl""ug.l, R.veIW AlJ&lio~, by Jarne, SJegemall, Dr. Sic.. P,lf"~'''.Rooort Frieden, snd Mike Viil/wll) (filed Nov. S,
lllll6j (CTIA Reply Commont').

" S,,' id. Appendix al. 21. For "",ampl., unde, the Ii"" "'Nhod, if ,h. wiju,ing bid i, $8 per Iill. !I1\d ano~,., bidde·r
bids $I~. the winning bid is 2~ pereenl below 'he oih., iTid, "" Ihe non_winning bidder would Je-<:eive 20 perw"1 I.,.,
support, 0/ $6.40. Under lhe second m<1!1ml jf Ihe Winning biddor "' $8 <erve, finy pereenl. of Ille market, Ihe
corrier bidding $10 1Ia. ii' reduclion faclor IIlIlkipli<d by ,0 percon', fur S 1m percenl reduel.ion and would reeei...
$7.20 pcr line. Th. P"'1'ooe of I~market ,I""" .djuSlm<nl v"l~e is to reduce gamesman,hip opportu:rliti•• ,".il:lbk
10 provid"", wi~, ~~Iy • ,,,,oil .i.".. or ihe markel. Id.

IOSeer'd.MY

'9 See Lel.rer iTom K.on,re.,n Grillo, Vice Pre,ident Federal fu>,gulow!y, V""wo. 1o Deborah Taylor T"l~, raJ",.1
Ch.iT and Roy Baum. Slate Ch.ir, Fedeflll"Sl;lle Joinl Board Q~ Uni"."a] S""'.:,,. WC D<><k<1 No. 0~-337, CC
Dookcl No. 96-4~, App<.Jl~i~ (Moderniziug Unive",.1 Se·rviee: A De,i.g.n tor Compelilive Iliddmg), (d.lod Fcb. 9,
2007) (Vtci:.M' Leuer)

"Seerd.•r7"8.

"See id.

"See id. ot 9.

"See id. at 5-6.

N See id. 0' 6. The "Peciric auCiion ,jtoign VuiWll de•.-.ribe" i, c.lled. "clock-proxy" auction, which ill a hybrid of
two aucliOll d",ign" • "clock" ,,,cli,,,, ""d • "!,ro~y" .uol ion. A clock ouction is • dynamic, mUiliple round process
(conlinned ....)

4
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be for ~ fhl ~DJOUlltor $ub~idy for a givan area, ()f package ofareas.2S The reserve amount would be
bn.ed on eur'~tU hi!¥! -,<lst SlLpp,,~ 3ln(l\mb and would ensure Ihnllbe support determiued by lhe auctiou
is no gr~;.rcr thJn [he ;llllount of ~upporlprovided prior 10 the auction?"

~, Af/ro" PrvP<I;',,[, On February 16, 2007, AJJte! proposed a reverse auction pilol progrJm
[hAt w(1uld larget addi[i"ual funds 10 p,olTlDle broadband deploym""l. in llru:erved Or Wlderserved ruml
ar""'l. I' In unserved or lLnde.-.erved 2ip ,·.ode an'as, any ETC could ;rubmit Abld for the millill\nm altlouut
ofuniversal servlce per line [hJl it W(1U ld lle<:d 10 make available blOadbaud service, as well as the basic
services currell(\y ;rupported by (he bi!¥! -CQ,1 program, to a minimnm percenlage of bousebolds in the .zip
code rn"a within a specified pe.riod of l.im~." In are3s wbere an ETC ~an ;;atisfy tbi~ .ltandrn'd without
additioU31 support beyond Ulat already available under the existing high-cost program, Alltel elalm8 lMI
[he winning bid might be zero." Eael, participating ETC would receive per-line fundilljl only to Ihe
extent it provides broadband, as well as curremly ,uppmted services to a customer line.• Tbe participanl
offering the lowest bid would receive the full bid ""\Ouill fpr ~"ch broadband Hne it provlde8 durlng (Itt
duration ofthe service tenn (e.g., five years). All (>!her ETC. lh~t cOJIIUlil wmcctiug the same blOadbaud
build-out requirements would also receive SUppf,l'l, bill "I " ,lightly lowar p~'-hne ral~ Than 1hc I>',ruUng
bidder.

J1

(Conlinued from previnu, page) ----CCCCc----c-c--
in wbicb Ihe aucl.lnllecr aJUlonUCe" priccs .nd bidd<r.' ",.pond wilb qu.n~li"" Mfli,,'d a( .MOuuc.d price'!. II. is.
called a clock auclion bccause Ihe row,ds of biddiug ille cr,nduc"'<l .( ",~uJ", inkrval" In a p""y auction, tile
bidding acl.ivi(y is C3ndu.-.jed by a proxy .gent (a COlllJlUll:r pros",m) fullow",~ ,lricl ruk, ill oro« to limit 111e
po,s.ibiHly ofslnll".gic bellavior by Ibe bidder. See iii. Append;, .1 8-14,

2S See iJ. a16.

,. See iii.•( 7. As. first ,tcp, Verizon propo,,, tMt Ihe ("nu";"i",, 'Ulbili", (!Ie wlive,.;al ""rvi"e fuEd by ploch'll
a reasonable c.p Oil CUTI'On( high_cost suppo,t kvo] •. S'llPflOrt wCluld "" "App~d fof each study=, wW, two
separate c.ps, one fOT wireline ETes .nd o~ rOT v.'ifd~;s ETC". S,,~.IJ. ,t 3-~ V..,iron .i,o o(.(cs lbal ils .uclion
dcsign ,uggesl.s lwo """'I'Ve amounl.s that wouid e','O h>lvc l~ be "(t;6ed, ~LIl' (b,( ~>'Pb~ a, (be study area level,
.od 0 ""cond th.t opplies at the wire "CUler leod. "['II< '~~"'~;(e r,","W ,( thO" "udy ~"'" level would bc the eapped
.Ill(>unl .,ta\>li,h.d ,t the beginning of(h" process. The wire cemer fe;"".-e WClllld be b,"ed Oll a pm·rala
cl,,,(rjhuti~Q (>( Ih. ,rudy are. ,uP!'0rt to ea"h wire center, bul wj(b ""m~ .ddil.im",j .nl~W" "dded to .llow for
.uchon ""'uhs t~ dire,-t more supp-ort [0 higher "osl wjre <.""tere, and loss to low", cost 011<;. lhisme.lls th.t the
,um of Ih. md;"idu.1 w;re "enter reserves in a srudy area wonld be greal'" lhau lI,e .ggre~.1e R,erve lor (he ,rudy
" •• a, • ",hpl,," Tho "parat. imposition of the study arca W;Crve would ~ru;nrc th.t (h~ .uc(ion coooo( resull ill an
111<"". III suppon [oruy .(udy area. fd, a( 7.

" S..., 1",,,,, fr~ol Gelll' De.r~rny, Vk~ Prcoident Regulatory An.irs, Steve R. Mowery, V;ce President Publ;,'
Poli"y, OIld Mar~ Rubin, Vi"e Pre,idcnl fedaml Gnvel'llment Aff;lirs, Allie!, to Deborah Taylof T.te, Fedo,al Ch.i,.
""d R:ly Saum, St."" Cb.if, Federal-State Joint Board OIl Univ",sal Servicc, we Docket No. 05-337, CC Dp"kot
No, °6-4'i (dated f.b, 16, 2(07) (Alllel Leller) (attaclling All(cl Univcrsal Service Reform Propo.s.),j (Allt<l
Propp.. l). Ai(hQugh AU""I believes thaI il may be possiblc to rcsolvc ccrtain problems and ultimately u;c ,ev"",•
•u,'li~n; (0 aUQ"ale .ii ,",i""",.l servk~ support, il.s pilol prognnn proposal would provide support in .dJ;li"n 10

;uppOrt p",,[t'.ipaling ETC, receive under the pre~x;,;[jng high-cost program. See Allie! Propo,al aI L

"- S."· .-\lllel P"'I'"".i a, L

"fd. All(.l S"S~~'(, (ba( broadoond could b. defined a, any 90rvi"" used for (ra,,-,mi9s.ion of infoflllJl(;on oro ",,,,'.
dl<)~l.in~ ;( a ",",mi"ioll specd Clf allcasl 400 kbps in alleast one dJlec(ioll, reg.rdless of the ITOn,mil;;on mod,um
or l"dlIl"jo~y empl~j'ed, See Id. aI.2,

'" See /d.

'I Alllel suggcsls lhal thc non_winnulg bidde" could receive 90 peTcent of My Amonnt, dl,bn"td over ,"d ~""''"''
(he amounffi already availabl< ~~der lbe prrrcxistiUl! bigh-co,( program, See Id. a( 3.
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9. Alitel recoonm~nd, Ih.llihe bidding proCeliS be cOlldncted in a "l3JlIl<:r similar 10 ihal used
fol' 5ipectrom auctions: a mulljpi~ wund, CQllJ~jnaloriai aucl.ion, in which parrklp;lllt' call bid for any
nnmber ofzip code ilI'toaB. TIle I'~,e,ve price in each zip code area wouid be sct b3s~d on Ihe cnl"TWlt lewl
of high-cosl :rnpport diabur,ed !e ETC~ in I hc area, incre3>OO by a certain perr:enlage for the presumJllly
higher cosl. of broadb.nd dL1'loyment. Aillei suggest., for example, estabiishing a m~xilllum bid amounl
"" I.hai ihe total pcr-line ;upport would not increase by mOr~ than 50 percent or 100 p"":~nl ill any area
where high-cosl fund. 9.1" ~Ire~dy b~ing d i~tnIrned 10 oue or mom ETCs,"

Ill. DlSCUSSION

10. We sed: comnuml ge,nerlllly on the advanlages ofusing a r~ve",e 'lncriun mc'Ch:llllSIn 10
dele,mLne Ihe amouui ofhigh-cost Ilnivel'iJai s"",i"", supporl di~lributed Ie ETC'l. Tcchnolo~ ... ~nd Ihe
m.ru(pluce huve changed considerabiy since Ih~ L"'mmissi(lll in J997 tound thai compelil.ive biddin~

n'ocil8ui,m. we", unJik:dy 10 be uEICful in rumi, jn:rol:>,-, and high-<;o,t ilI'eas kcause of the absellce of
competil ion in these markels. Since that I.inu:, many c.mern, particul.riy wireiess can-;""s, have bec(lrne
ETC; Md receive suppert fOl" serving high--eosl 3rea!. A. a relnll 01" the policies and frllm~work ihe
CUlUmi"ion adopled al: lMI. time, the Conuni,,,ion', ,ule;; now result in subsidiljng mnitiple cOlnpelilors
10 serve arcas in which costs may be prnhibili'Vely cx~n.ive for even one carrier to serve wilhoUI. a
snbsidy. The ;ncr""se in the number (II" ETC. t«eiving high -<:0'( .upporl ovcr I.he past several years i,
piacing signifJc::mT and increa.illg pressure ell the .t~biiil y of the uni vernal service fund."

11. In • re~e..e aU~lion, ,npport generally w(luld be detenuiued by the lewest bid to serve lk
auctioned :ll'ffl. AW:lion> haw !"ltcnlial mel'it in that they sHow direct mal'ket signals to be nsed as a
snpplement to, ami po',ir!e repiacement of, cost estimates made from eitller historical cost accour.ting
dala or fOl'Ward·looking cosl models, as is done under the cnrrent high-oost .,,>,porl pwgmm" hi all
snction, bid, would relkct euch bidding ETC's cost estimates fur serving the relev:lllt geographic area, If
a sufficient number "fbidders compete in the miction, the winlling bid mighl be dose 1(l1h!: minimum
Ievei of sub"idy ",qOlir~d 10 achieve the desired universai service goals. In Wnlra~l, a .;upport mechanism
baoed on cirller a c'llTi",'.< embedded costo Or On a forwuni-iooklllg co,l '"odel provide. tro in'''lnlives for"Te. to provide supported ElCr"kcs utihe minimnm possibie cosl.. hJ ~ddjri<1n, an aucti"u conld provide a
faLl' and efficle,nlllle3nS M' eliminaling lhe snbsidirnlion ofmultipk lITCs in ~ gi"en region." We
teutatively conclnde I.hal. rllverse uuctloll.' (lifer several polenliai ad,·ant"g~. <1"'-, ~um:n[ IliSh-cosl
,uppor1. distribution moclJanislll', and [hal Ihe Commiallion shonld develop an anction nu:chani"m to
detetmille higll-co~t nniver",,1 service .. 'pporL TIlere 're J uumber of detaiied issnes regill'Wng auctions
and auel.ion design lMI. must be resoived in Drdr-r lor the Commi8810n 10 implement an auction
m<JChaniBm, however, We seek commenl below OlIlheEIC ~pecific issnes.

A. Eligibility Re'lJllrcn,cnl.

12, We sed: comment on eligibility reqnil"ments for bidders pUrl,icipaiing In rever~e

aucliDl1>. Seclion 25~(c) sla tes, ill (e1evaUi 1'''''' ·'moly au eligible telCC(lmmUllications calTier de.ignaled
und~r se.;:!ion ~ 14(e) "hail be eligible to receive .pedti~Tederal nniversal .ervice Suppml."" Then;Ji1re,

" See iii. A1]1l:! ""c~m""'uds thai. d,e pilot pl'Ogram star! at about ~;>.5 miltion. See AlUel Propo,"l at ,umtu~ry

" See 2M? R="",,~"dedDecision, 22 FCC Rcd at 8999-9001, po,,.. 4-.< (""","",""ending .n inte,im cap on
W'''I'.lllive ETC high.cu't 'UppClrllO 'MTrain The ilI"wtl, of Ihe fundJ; .''''' ~I;" [1"",<""",1 &In.·ice Comribwkm
U.,ltoJolcgy, WC Docket No. 06_ B3, Report and Order and Notice of P"'r~..d Rlll&makil\i, 21 FCC Red 7518,
7U7. pJl~. t7 (2006) (adopting an imerim conlribuTion measures in ,o,pon", "' .•It.in QU the nniversal service fund
dlle 10 gruwth in di;btmo<',mmIJ).

'4 This b.nolit woutd re,nll ir Ille Commission adopts an a~clioll deoign !lUll .wards SlIpp~r1. !<l a siogle winne' per
are•. See infra para. 14,

"47 V.S,C § 254(e).
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we tentatively cDndud~ lhat J bidder ltlllSt hold an ETC de.ig~;rli'm covering the rclev~nt geogrnphic area
pm'r to par1icipalillg in an ancli')ll 10 del£rmine high·cO'1 <tlppo<\ ['Jr tht geog;aphic arca.

B. Single Winner Yenus Mnltiple Winners

13. We ~eek. comme"t OJ] ..... hdhcr uaiversal sel"ice support auclion;; should aw:ud !lig-tHost
,upp.Jrt 1.0 a ,ingle winner Or 1.0 mulliple "iLm,ers. Should only the con·ier submitl.ing Ih,· low<::st bid ~e

allowed 1o receive the subsidy? Sho,,:d all ETCs participatlng in the 'ncl ic>n re,dYe support, and if ;;0,

should it bc the same level of .uppon, ~r differenl a",ounls of.uppOfl a••ugge.u.d in Ihe CTIA and
Alltcl propo,~IS·,)6 We ask commenter;; (hat favor multiple-winner auci iOll5 Ln which differenl amOIl.llt;;
of support gc 10 dilTerell! ~idders to explain how the different level. Df"L~port wonld be determined,
Alternatively, should there be a fixL:d number of winners grealer IhaLl c'ne? If there are a fixL:d number of
wiunel'l receiving SUPP'Jrl, shonid the winning bidders rcreive the ssme amonnt of support (i.e" lhe S",lle
amonnt as !h~ lowes( bidder), or should thc lowe-It bidder roceive more?

14. We :l<'ek CQmmenl On thr. adv~lllage<i and di.advantages of a sillgk-""Ilmn ~u~~ion versus
J muiliple-winner auclion formal. As menlionoo ~b<lv~. ifonly one bidder receives SUI'JX'rt. all auction
could provide a fair and eflident meanS ofdimirJa(illg tit., "ubsidization of multiple ETCs in n given
region, thereby ceasing the unt'«>nomi~ practice of subsidizing mnltiple competitors !CO servc areas in
wllich cost. are prohibitively e~p""sive for even one carrier. We expect thaI. using ~LLlglo-wirmeranclion8
would result in less overaU OUJlport tll:ln multiple_winner aucli01l~. F<>r eXJlUpJe, if SIlPP"rt ""'re 1.0 be
distribnted as a fixed Bub.idy per geographic area, then an anetif)J1 ",'ilh 11'10 winners would reintt in lwice
t.he suprort of a ~illgk_willll"" auclion. A:> Ihe number ofwinner, increase;, the size of the tol<ll "ub..'idy
would ;ncrea!ie proJportionate1y. We (.ealaliveiy conclude th~1 Ihi~ would vioiale the universQi service
pr.iru:iple p[ ~lIf[iciencyand would be 'u unacceplable ancliall t;'rmat." We lheretore lentatively
condllde (il~l uui""roai service support au.;:ti"I1' .houid award high·eoJ~tsnpport to a single winner.

I~. If support is ddennilled Oil' the ba"i~ 'Jflhe number of SIlb""ribe,,; served, we similnrly
would expeci lolal snpport nnder a mulijple-winner auclion Iii be highcr than l'UPI'0rt under a single­
winner anctioll fDr several reasorul. Firs!, mallY "ubscribers may cho08e to pur<"h" ... service from mnltiple
ETC., with Ih" result that such subscribe... .:cnld indirectly be snbsidized multiple times in a multiple­
winne.r auclion.'s Second," multiple-winner auc!ion would aiso increase (he expeo:ted ,ize. of lhe subsidy
w,der mosl oommDu auc!iOll fonnats. For example, .if the ~jze of ,he sub.iJy is determined by the iowest
bid of a non-win"ing bidder, Ihe per-carri~r subsidy wOllld b~ expLX!t'd 10 rise a. the number ofwinJler~
increa;;ed." Thirn. wILen rh~ number of winners i81argc rela~Ye to the number of expLXted bidde.., t8~it

" 5,," '''fir<' par"" 5, 3,

"S"e47 U,S.C, § 2S4(b)(S); Alenc~ c.'~I~I~nic~I"'"" v, FCC, 201 F,3d Goa, 6t9 (5'" Cir. 2000) ("e~oes;i".
fiJndilll! n..y ilsdf viol8!JO lhe "uffici"",,y roquicomcnl of lhe Ani"). To avojd t!lis rcsuil, 'Uppilll in ~ Ul~lLipl._

wiJlMr .u<lion would need 10 he diwibuled on a per_line b••I" ,"Lbor thal' ., • Ii,,.,j .mounl per Ofe.,

JS If sub,idi•., were based on lhe num~' ~r Ii""" the.n 'OlUe hou,eholds could .i", r~,eive mulliple indirrol
subsidie,. by ,ub.,,'ribjn~ 1<, " ';Jl~ie wi,d.", COln<:r lhaL Offufb dlsrouuted price; fo, addition.lline, to family
lllem~l'>.

'9 When tho .ub<id)· '" <le\ernnned by the 10we.1 nun.. winnlng bid. auction ,heo,y 'LLU~'I' thai, aooenl ",.ie
economieo, biedo" will not ch.nge their hids when rho numbeJ ~f WInne., is incressed, See Vij.y Kri,lrna, Auc"''''
Theory IS 1-83 (A.'odcmic Pres, 2002). It follow' rhar iuc'".'irli the numb.,,- of winner. "'lplles lhal the lowcsi
non-winning bid will ~ !tigher. To ilu,trale, under ,uoh. meclwism, if the", wCr" a single winner. tho .ul>,idy
would be ba,ed on the second lowest bid. If them wue ,w~ winners, tbe ,ub,idy would bt bas"" Dn Ill" llu,d JDwesl
hid, winch by ddlulion would he higher, since bids du nol d"n&e os the number "fwiMe" ","re,,",. SilOii.r
=nIt!; would be e~pecled ihu,,<ioie, we,~ dctennincd on ,he ba,is of the lowesl winning bid, .~lLou~h calculali.on,
for t!li, case muSll.ke into accuunl <honge, in optimal bidding Sltalegies.s lhe nnmber ~fwi,ltl"'"" i"cre.6es.
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collu"ion may be r~cilitarcd, which would le&ult in :~".; rompelitive bidding for Ihe requiml ~uh,jdy."'l
Fin~lly, as I.he numbel of calriers receiving a ~l;b;idy incr~a..,., lhe marl:cl share of ""eh ~ubs;diz~d

G~rrierwould oon"spondingly decline. Since il. i. well ~"t1JbJiahed l1Uli co;;ts lo individu"1 carriera
iuerease a.l.heir cuslomer de'll.it)' docJ"d.es,41 we wooid expect that !he underlying U,~B un which
Garriers base lheir bid'! lD iner~"se J. 1h~ number of wiuning bidder. increased and the in<!i".idml bidder'~

expected number of subscribe~d""reJ~ed_

16, Parl-ie. MV,> MguC<lth~1 lhem am benefi~s ~o mnlliple_winller auctions. For exampk,
CTIA argues thai. singlc-winn~r auctioll5 lun ~he ruk of ellminoling Ihe oon.umer benefil~ ofa
compel I~"e lIl~rket by discouraging ~ompetitiveeutr)' during tho: period the ~uetiollwiuuer h"" I.he
eXc1u,iw righllG receive support." How would a winm,..-~etHnOre ~'Ielkm, as proposed by CfIA, sIre",
the o".emJI l<."'cl ofsupport? How would the fDCI IhJI .11 biddel9 receive "uPPO!~ in s wiuner-get."more
aucliorl on"", (he bidder sl.rate,gics? To whal ~xl~nt ,hould ~he Commission's uuiversal service poli~ie>

be Jire~leJ ~l promoling eomp"'iliou in rural, hign-coot markel'!? Docs the Acl ",qulre IhJI roraI
C<Jnsum,m; I"'~'e affordable a=s 10 bolh wireline Jlld wireless services? Would" ,iugJe-- winm'r aucHon
deuy Jural C<Jnsume-fS sfJord.ble scee.~ 10 bmh wi",line and wireless "",vices?

17. Som~ panic..' i1."e :;ugg",ted thai. I.he Commission consider ha".ing "'P'''Jt~ ~uctions for
wirele,58 and wireline ETC', "I ieasl. initially. For eX8Dlple, Verizou propo"t;llh~llh~C<ltllmissioll
lnitiale lhe u~e ofnucliohS in "re~s in which multiple wireless ,<>mpetilhe ETCs receive "uppod:' Once
lhese ancli\lllS have been ~olUpleted, lhe Commission wonld h"ld " separale set of auctioa. in areas where
I.here I~ aa iucllmbenl LEC and ~llea8tone wireline C<Jmpehlivc ETC." We 'ook C<Jmment On ;~par1lle

wireless and wireiinc au~rioLl:j and auy o~her issne,s relaling to ~illgle- VerOllS mnll.iple-wlmler ancliou,.

C. Method of Dislrihutiug the Subsidy

18. We seek ~ommenl on Ihe m~nner in which a ;rnbsidy 'hould be computed snd djwihuted.
Specifj~ally,snbsidies C<Juld polenlially be oJfe,,,d as a fi1<ed paymenl lor each geographic "r~a, on 1h~
ha.is of 1h<: number of ;rnoocriber;; or holt\eholds served, or on s.o= oombilllli ion ('f th~"C =tho&. As
noled abuve, a peHll'ea Sllboidy wilh multiple wilmel~would resull. in vel)' l"'g~ .nbsidies, and we have
tentalivdy C<Jncludcd above lh~t Ihi. form~1 wou Id not be scceptable." ill the ca;e ()f • single_winnel'
DncHon, there ",e "dvont"g~s10 each of I.h~ ...bove po••ible m..tribntion mC1bods A per-Sllbscriber
;;nbsidy pl'Ovidea a lillllnd~l incenlive 10 serve new cuslomers who mighl he otherwise unprofitable, A
per-area sub.idy pl"vroes ""rtainty about the tolsl ""b.idy lev~l. Thi" knowledge rna y be important to a
calIjer'~ dec;.;on oboul whel.her to make Ilxed inve.lm~ll(>sel"l'e an area, snd to therefore partlcipale in

" S,,,. e.g., Paul Klcmperer, AucUon.: Theory and PHlclic" 13 1-67 (p,incelon Univer\iily Pre'ls 2DM) (~ealing wittl
ra"'rable and u:ll\lvorable oulcomes in Buroped" auc,ioll' ror d,irJ goner.lion mobUe phone .peenum lio~n'es); ,ee
ah~ J. Anton and D.YaQ, Split A"w,h. P",c,,'e"','nl and Inno,-a,i.J~. 20 Rand .I. Econ. 538·52 (19k9) (a relll(ed
tllt"'etical .rgumenl in lhe eonltXI c,r pwcnremcnl aucljo~~)_

" See, e.g., ])[>UgI", W. Cave" Lauri'" R Ch,,'i=.<en, Tire I",ponallCe 0/ Ero'/D"'k' ,:I'Sw;{e, Capacity U,iIi=~lion,
,,'><1 DensUy in Explaining InU"llIirl.!lty DUrerence., in P",ducliviry Growrh, 24 U:'g"!lC~ & Tr:lJLop. Rev. 3-32
(198~).

4' CTIA Ilrply C~mm.~I,fit 7. ("[A] 'wjnn~t_geH'_II1ore' reverse auction slnloW« 'eward' l!le lowe" bidder with
!he bid level of .'"ppM, while slill providing SOme 1~~",,-r level of '''pp~n r"r """';ou Ilattieip8lliS who f.il IJ) ,ubmi'
!he lowe'l bid. A 'wmner-gels-more' revel'se auclion therefore can balan,,,, !he ueed '0 drive down !he co", of
WI;VCI5.1 ,erv,ce and min;miz;ng <-<>DIpelitive diSiortion.'. ").

4' See ,'~r'tl p~"" S.

44 See id,

"See 'lJj)1"O. p",a. 14.

8



Fedenl Communication!! COlRuu6!!loll FCC 011-5

rhe auCli<m. The fonn of the subsidy may alw affeet the allocation of cuslomer>; am0ng: D,ultiple
proviJer1 in a multiple-winner auclion If carrier, do nol. ali ree"ivc Ihe same pcr-lll1e subsidy, Ih,m a
given cuslome.r may nol be served hy rhe 10w~.1 oosl. provider, bUI in;;lead by ~ carri~r wilh a higher
snbsidy. in addressiug Ihe.., isS"~8, commcnlall should al~o addl..,." Ihe re);,1 ianship (.f rhe snbsidy
dj,lribnlion !Uf"lhooplpgy lp /he ~I<ltule's universal .emce principlell, inclnding, in pm1 icular, Ihe
priucipl", I.hal Ih~ fund be specilJc, p''edictable, "nd ;ufficient alld thol oonimJller>; in rural, insular, and
high-cosl areal h'~e aeee" to services at rates th:ll nre comparable 10 rhe rules for COJnparable services in
urban aJ'eas,

D. G~n~r.'l.phic Aren

19. We seek conrment on the appropri",e ~ogrllphicareas for rEver.., auctions, In moo'
"reo, of nil' country, lelecommunications servkes are provided by " wireline Incumbent LEC 'UQ

pos~My by one or more competil ive ETC~, lIIost of which are wireles. carriers. Ba,ing the geol!T"phi"
~rea on "ny pmticnlar earrieJ"t ,en'ice .,..e. would likely give that carriee on advanlage in bidding becau",
compel.ing carriers are nnlikely '0 hav" the ~ume service foolprint.

20. Currently, snppor. is generslly based ou the wireline incu",belll LEe's sl.udy "rea. We
seek '-'ommenl. on whelher we JilOUld noc the wireline incumbent LEC', 'lIudy ure" a, 'he geographic area
on which 1('1 b.'se reverse auc,.ious. We nOIC lhat, in SOJne ca=, Ihe wireJinc incumbel,l LEC's sludy area
eon.I;;I. ofmui tiple disj<Jinl.ed geographic areas within a slate. We gcdr. C<:'Lnmcnt <m whetber an
illcumb~1l1 LPC'~ ~Iudy area thai. consists of mnll iple 11(l1l-e(l111 iguCllS geo~raphie areilS ~hould be broken
up .1 Ie." in,,, ils conliguons p3t1S foJ'purposes of 'he "nclion, or be reqnired to be auclione<i 3S a ~ingle

sludy are<l. An alT<.-TDaI ive 10 the wi",li= incumbenT's ~hldy are. would be In nse Ill" wire Celllel1l of the
wireline incumbent LEC. What are I.he advant<Jge~ and <ii,ad 'anlages oflhi~ approach? A ,hird
allel'l",tive is to u.... a geographic area Ihal is indepenJenl M any carrier's service are", su"h ~s zip Mde,
("<'JJ.'lUS lruet, cell;;US bJod ~I'OUP, cmUll.y, or melmpoltlall ,1r rural ~tati~l.ical area (lvlSA, nSA). On€
potenl.ial advanlage of ~ueh ~n approach is ~hu,. it mighl beller en~ure thai Ihe auclion is compel iIi vdy .ud
'echnologically neutral. What are Ibe "dvJnlageli alld disadvant<Jg.,. ofusillg indepelldt:r.t ll""grApltic
unil, Ihai do nol. neces~arily corre~p\)r.d 10 any wireline OJ' wireless sm-ice "rea? Cf'".A eont,mds lhal
largur geo~raphic unil" SUl'h.~ MSAoIRSAs, would lead to problems "r bd, of coverage for mouy
polenlial bidders." h1 addi'ioll, Ulld~r CI1A.'B analysis, googruphic area8 whidl COlTespond to all
illCumbelll. LEe's Bhldy areu (01 c<lIuiguous po,tion~ IhereoO might di.~"mage pu(ticipalion ill the
m'~iioo by competilive cumers, V~ri~JO argues thai Ihe areas sho,lId be sm~ 11 eUQugh to allow Ihe
au~,ion. to largl't 8Upport where il is most needed, bul. nOI: so small i~ t<l CLeat" LLnnec"8sary complexily."
Both CTL\ and Veriwll SUPPOlt using re);,Tively .wal! gC{l~ap1Jic :l)',",S, such ~. Counlie! or wire renlers,
re;;pe~'ivel~'," AI' hough defiululllhe J'e!evou' r~~iOl1 J. Ih.> incumbent LEC's entire .tudy area might
make i, oirtkull for any iudividnal cOlnpetilive ETC to bid ~~cces~fuliy, would Ihe s&me hold lru~ for
lo"ul1JbC1lt LEe wire renlers? Yeriwo c1ai'llI 11"'1 ;n<;umb<:nt LEe switches gef\erelly have be.:n iwared
in p<lpLLlal iJn du~terB, .lId Ihal C{lmpetil.ive ETC, similarly have leaded In locate their facilili~t ill
pOpl1btioo cluSle,~ even though they may ha"e <Ii fl'erent network tcpologies lhan inellIJlbenJ LEe,." If
gcogl<Jphic areas smaller lhan an Incumbent LEe'. cnl ire 01 udy area ore eho""", "houl,! the gC<:'grupiric
"rea, nevertheless be defin~d so 'h"1 edch area is conL<liued wilhin the incumbenl's s!udy ureA, nud thai
Ihe lotal area ofunils up fpf ~u~lio., compktely C{lvers nil' incumbenll.F.C'. stud]' are"? We .e~.k

" Sn CTiA Reply C"rr,ruent:l, Aprendi~ at 18.

" S,'. Y"";."n le~er at 5-6.
.. St·. CTiA Reply Comments a19, Verizon 1..<:11... "1 6.

" See V<:rima Let!er at 6.
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oommelll 0" bO\l. Iht ~ile of the geographic arc& allecl, (jle abiiity of smail cntilies to partjcipat~ in
auclioll.'l.

21. The size "fthe geographic 0"" ~hcsen fm aucIion will ol~o have an effucl on Ihe amount
of high-cost support. Spccificall;.., 0 iorgn goographic area may iuc1ude snbsets of CU~IOmel'i Ihal are
profitablc (eil.her because Ihey hw 111 low-eosl. are~~ .or heeause lhey are likely to J!l1lCM.., ,,,Ialed bul
Ufi8ubsidized seJ"Vices snch ~. vidoo OJr bigh Bpeed dala service), W hen lh~.e a,~". me iJU:ludcd a; part of
a lal'ger geographic area, the need fO( :m overall sub8idy is rednced <,n a per-,'u~rOmerba!ii~. When
smaller unil.8 are individu"iiy aLLcl ione<!, there may he fewer pro/; table ,'U6'Omel'i 10 offiict losses for
higher-cost cnstomers, '0 a higba totQl sub.idy may be required, We ~eel< comment onl.hc lrade-olr~ Ihol
may e.,,,l b<."\""mJ (ile advanlages of small geographic area~ in ImIlS of ~conomicefficiency and
compclitiw eillry ~nd tw, potenlial c08lg ill tmoB ofhigher SllppOrt level:;, We tenlalively concludc thai
the wirelin" in<oulnoont LEC's .lndy orea is Iw, appropria!c geographic area '''1, which lo ba~e I'everse
auclio,,", "ud th~l further di.aggregal.ion i, approPJi~le<;July if the tolal 8Upport i. nol i)mreased for I""
re>Uhing al"'''. but is capped al. I.he award OlHOIlIU [or the original study al'ea. We ,,,,,,1: oommeIlI Oil thi;;
lelllmive conclusion, 0;; well as on how One mighl d(.~ggregatea sludy area yel e,,~nre the o""aU suppon
atuounl does not inc,,,"se as a resull. of sucb Ji;;aggregalion.

22. We "I.~ ~e~k commelll OJ! how we wOllld implement different goo~rapbi"Ur~aB for
reve..e auclions con,lucled in a,=. ~erved by rurnllelephOlle companies. Section 21~le)l~) <Jf tw, Act
,late8: "lrllhe ta~e of all area _v~d by a rurnl lelephone cotupan)'. '~er"ke area' means snell company's
'study al'ea' unle8~&nd Il"til the Commission and the Slale~, ofter I"kin;>; illto accounl recomme'''iatio.... of
a Federal-Slale Join! [J<lard i.... tiluled under sectiOll 41 O(c), e>labh,b ~ dilferent definition ofseIV;o~ ~rea
wr sneh company."'" If We decide lo condm:l. an m,ction in a ~e<Jgr~pllic area Ihal ia differenl tllon a nn·al
leJephc>ne cmnpanY'B sind)' area, does I.w, Ad require U8 to c,-",rdin~le with the relev"-I)t ~tate commission
prior t(l c""duclillg I.w, audi(ln? If .0. we ~eek eommenl On i,;uc:I rdating to coordinati(ln wil.h ~l:<le

commio"ion8 concerning tw, appropJiale ~eoilJTlphical'ea~ 1'01' rev",oe alld.i(lng in are~~ served by r~ral

tdepbone companies.

K Univcrsal Senice Obllg_liuu.

23. We seek commenl ou ~'" ""ten! to which we should deliJU: Ihe Ul1!ve~~1 ~ervice

obJiga~ioIll; of the wi"ner;; of I.w, allcl.ionB. Hi;t<Jr(caUy, only incumbent LECs r«ciHld ulliversal service
,upport and had Iw, obllgalion to ,erve customers 'ubject 10 rales "-I)d len", specified by state regilistory
anlhorities: so·(·alle<! """,rier of last resort" obligatiOns. Under the f",m~w"rka,lopt.:d hy Congre&s in
the 1996 Act, althongh only ETC~ are eligible to receive fed,'l"al Wliver~ol ,,,,vice snppmt. there ltlay be
mnlliple ETC. in a given ~rea.51 In additioll, although conJpetitive ETCs do nol.ne=BariIy hove "'111'i,,1'
of 1881 resorl <Jbligaticll< ,UIder ,late Ia.w, they ~re required 10 provide the ,upported service. lhroughoul
the ~el"\·ire al'ea for wbich rhe de8igllsllon is receive<! MJ Ie adveriiJJe lhe availability ef >'Uch sen-'ice~ Bud

" 47 U.S.C. § 214(e)(0). The Fcd".. I·SIaI~Joint BCaJd on Universal Se.JVke ,""d. snclI recnn:",,,,,daliuo;; in i«
N~6Rftommended Decision. See Fedm,I_SIal" Jolnl Board an Universal S",,'I<.·,·. a; D""keL No. 96-45,
Reca'orneod<:<! D.,d.ioll, 12 FCC Red S 7. 179-80, para,. 172-74 (Fe<!.-Slale It. IId. 1901j) (1996 Recammended
Dedsia"t Specifically, ",",""II,e Joinl8~"d ,ecommended ll",t lhe CoT1lmi",iOll "loin the current ,tudy area.. of
JUralld<phone ""mrani~, ..- the ,ervice arca, fQr the rural telephone companit.•. lhe Joiul Board made Ihe
rollowiog obo"""I;o"" (I) li,e poteolialli:" erearnskimming is minimized by ",,"-i"i"~ sludy areos because
COmpelil",.., .. " c~p;ditinn ofeligibility, mu", pl'Ovide S<>J"Vice, tbroughou. the Ill,,1 [fkphnne ccmpany's siudy area;
(2) the Ao~ in D'Uny Ie,po<ots, place~ ruralldephone """"'Ollie, all • different compelilive fo~lil1g from other local
telephono comp"uie,; oud (3) !here would bc an admini.trntiw bu,<!<m impo.led on mmlleleph~ne c~mpanies by
requiring !hem t~ ""l",,!ale costs at something oLller thI.n lb. 'tlldl &1''', leveL fJ.

." 47 U.S.c. §§ 214(e)(1J, 254(c); .,up""- pam. 2.
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lheir rui.<'S U,ill~ media of general di'lributi<ln." Moreover, section 214(e)(3) explicitly ~UlllGri= lhe
sIal"', wil.h respl'd.lo inlruslale seJvkes, aud the Commission, with respect to inler>;lare .nvk<l:;, 10 order
an ETC to provld~ i'Cl'ike I~ an unserved area."

24. W~ ...ek """"nenl on how to ensnre the ll11i,,"nal avaii"biliLy of services Ilnder a reverne
aucliou mecb.:mism. Spe<;ifi""Uy, how should the catTier of 1'''1 re><.'rt (Jbligations be defined, and Oil
whom should they be imp(Jsoo' One possibility would be for an inCllmbent LEC to relain bOlh lhc etlfTier
of lasl resort obligation :lnd the full right to subsidy over it, ~nlLre ,1 udy or service area ullless lower bids
were submiH~d by ]'i",,1 bidder~ in each of Ihe geog]'aphi~ IInit' up for au~tion wllhin il~ overall servi""
Ul"a. If lower bids were submlu~dby rival bidd~rs in an of the glXlgl'aphic \TIlits up for aucllon, Ihen I he
winnili4l bidder would inherit Ihe t.arrier cof lasl resort obligations. Related 10 this, the iJlcumbent LEC
rould be lhe only provider 10 r<:cciv~ ~ >ub.idy if rival bidders do not submil bid, below Iherell<'rve price
Lo each of I.he geographic UJli,s up [or ,ucliou wilhin ils overall service area. AJtl'mal ivdy. b-Jlh I.he
camer of last l"'lOrt obligation aud a'IoOCu.red >nbjid", could be awarded (0 Ih~ willnill~ hidd..... in each
geographic unit. The delinlliou 01 the ulli ,'ersal service obligal.iou UJay be ineXlli~ablyli~d 10 the
mtlMer iu which reselve prices [or a geo~'Taphic area are detelrnined and 10 tb~ specilic aU<:hon formal as
discu~~ed bdow,S< We aBk. parlies 10 C{lmm~lll ~pooincally on Ihe ways in whidl these ;"SlI'" are rdared,

25. W I! .e~k ~,)mmenlOll several additional i&:uc6 rdated 10 J!le conti"ued av~ilabiJjl.yof
supported ;ervices. Should ll,e winuer ofau aucl.ion b~ :tIlowed to Iml.. fer to anolher ETC at ally time lhe
univernal selv;~e obhgariow; and Ihe relaled support for auy pOT! icon ()f II goographic area acquire<llhr~ui2h

au auclion? Cum:ndy the Commission hao rule6 adOpled pUr~u""1 10 section 214 of lhe Act that addre.s
lrllnsfer of co)'l'ol and di.coutiuuances." Are lhese lule. adequate or do Ihey ueed 10 be modiljed where
a carrier ha" b~1 h u.niversal service obligalions ond ElJlb.id;e:f! Should an existiug inrurnbenl LEC be;
allowed 10 Ulllial.ellllJy reu<lUU<:e il> carrier of Last re~ut1. "bl;ll'lt;Qll< by refulling 10 bid iJl a subseque.Jl1
BUc:lLOU'l Should slales or Ihe COHlmi~~ion ",tabli,h penalties 10 b~ imposed ou \TIl ETC lhal faii, 10 fullill
i:~ universal ~ervice obligalion. in a ~~~~raphi~ area thaI it acquired at audion? rfa carrier th.:u has WOll

all aU<:tion snbseqm:ntly dcelare! bankIupl..'y, what effucl willl.he d.:claralioll <:,1" b"llkrupl~y have On 11$
u~i wrsallloerVice obligalions and lhe sll1;>oidy I hal it receives? Do we lleed 10 adcopt uew rules 10 address
lhi. hime?

26. In the ETC Dnigfloll;on Order, the Commi"siou adopled addilj,llL1l L""'lui"""en~ for ETC
design"tion prooeedill~~ in wiljeh lhe COmmill"ion octs PW'SUllU' 10 sec:lion 214(~1(61 of lhe Ac:l."
Specll1calJy. Ihe CQmmisslUn requires that lin ETC applicanl demonsl.ra:e: (I) ~ o<lJ1ljllilrneut and abilily
io provide .;erv ir~i. hK:ludlng plUviding ~el""ice 10 "II "u~tolll~r. wil hm ils proposed service area; (2) how
11. will remaillful1c(ioualinemergencysll.ual.ions;(3)lh"lilwill.atisfy consumer protection .nd service
qualily standards: (4) lhat il offer, localu.age coulp;lfable 10 :holt QITeroo by the incumbent LEC; and (5)
au nndcl'!lll'",diug lhat il may be required to provide ~qllal ~=~ if all olher ETCs in I.he de~jgllated

~ervice "rea ,ditlqlLi.h Iheir deslgnatioll~PW'Suanllo ."'tiou 214(c)(4) ofl.he Ac:l." We see~ comm"", o~
whelher I.hese same requiremenls and/or OIly addllion:J1 requi,trnenls should apply 10 all ETC. wil,njug

" 47 u.S,C. § 214(e)( I).

l) 47U.S,C. ~ 214(e)(3).

,. See infra ""clio". III.F, Ill.G.

II 17 U,S,C. § 214; 47 C.F,R. H 6l.03, 63.04. 63.71,

,. Feder,71_.~~',-.fo;"' Br,~rJ on Uniwnal Serv~e>CC Dockel No, 96-56, Rep~" ~d OnJ~r, 2Q FCC Rod 637J
(2005) (ETC Df.'i."a(ja~ Order); 47 U.S.C. ~ 2 14(~)1")· Seclion 214(e){6) of lhe Act dlreOl' the Conuni,";:on to
de;;ignaJo co"i..,., when those CalTielli are nol ~ubjeoL 10 Ih~ jllf;,diclian ofa slala oommi,';on,

"ETC DeS(~lI~lionOrder, 20 FCC fuod al.6380, P"'·'. 2').
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lmiY~Jl Il<'h'icc "11(;1 iOM. Should these requirement!; apply only to auclion winner~. Of >lIQuid .ome or
.11 ol"he requi,eme"t~apply to all ETC" parlkip1<l.ing in univcroal .ervlc.e Jucljon.~ A. noled, I.hese
r~q1ll1~=nlscummtly apply 10 ETCB de~lgllated by [he Comm;',,(>n. Should they apply to .lale_
de,,;iiJ.l1akd ETC~ as well?

27. III the ETC De.,igrwl;on Orda, the Commi$!'ion "J811 enC('ul<lged ,lale, to adopi Ihe
COlllin;;;;"" '" requiremenls for ETC designation, bUI declined leo mand31e d",t stale commisoiollS do so."
We ,e.,1< cCltnmenl On the extenllo which ~tates have done 6<>. Seclion. 21 ~1~)(2) of Ihe Act gives stales
lh,' primJry re,pollsibiliLy 10 designale ETCs:Ind prescribe. lhal ali "'[at<: dGllignalion decisions musL be
C(1n~i,t"nl with Ih<: public interest, convenience, and necessity," R",au,e lh~ ETC Designatian Order
guidelines are n<ll binding upon the states, the Commission ",j~,t<J ar)l:lImCnlS ;Ull!l"~ting Ihat mel,
guideline~ would restrict the lawful rights of stales to maLJ ETC designations./o Tit" Commission also
found that federal guidelines ,110 cC>lI.'islCJlt willl the !lolding of the United States Court ofAppeals for the
Fifth Circuilillal scctiOtl 214(~) ofthe Act does no1 prohibit the slales from imposing thelr OWn ~ligibilily

reqnirements in ,ddition I" Iho.e de.crit>ed in ~cctioIl214(e)(I),M We seek: comment on whelhcr Ihc
Comllussion should condition en aUCl!o" wipllI"r's ,,,,,,,ipt. of federu.l high-cost support 011 cOII,pliaQce
with additiollal re'J.,nirement~ to ens","" Ih"t (h~ audion winner has obligatio"s ,nalogous to c.:m;e, of bsl
resort obligations, We d"eWl8 Ihe COlllllli.. i<J1l '. 'peci!lc ETC mqnirements and reiated i&!u~~ iJl mOre
detail below.

28. COlilmUmen' aild AbiUn' tv Provide Ihe SUDlJorled Se/"llices. The Commission reqorn'
t.hat. ETCs must provide smice l<l all cu~orn<:r:l who make a rea..:mabl" requ"st fur service."
Spceifically, when a request C(1me~ Jrnrn a pOI~tial customer located within die appljcant'~ licemed
~el'vice mea but. ont.ide its "xi.ting ne~workcoverJ.ge. the ETC appiicant. should provide ~eNice within a
"",,"c>nable pw1o:>d of lime ifservice call be provided at reasonable COBt by: (1) modifying or repbcing lile
reqn"'lting cu.tom"r's "'luipment; (2) depioying a roof-mounted JlltCU"" Qr 01 he' ~<jnipm"nl; (3) a<\iusling
Ihe neareSI wll tower; (4) adjusling nelwork or cu~tomer faciiilie~; t~) r~sdjj~ ~~I".ices from 'DOther
r'lTier'~ f.1eili'le. tu provide service; or (6) employing, lea.in/:.. Or COJI;;lrucling an additional ceil Sil"• .:eH
ext"nder, rep"~(<Ir, or oilier similar equipmellL64 n", Commi""iol1 ~""pur.~ed SI<1le<'110 follow the Joinl
B08rd '5 propQ~JI that auy build-(lut. cOlnrnitm""ts .dOpl"d by ,laKl be hannQUi7£d wilh anyexis!.ing
policies regarding lin" exlensions and carrier of last re~on oblisotion>." We ~~"k: ~ommenton whal
bnild-out cOlwuitlllents .dlonld apply to ETCs particip1<l.ing in &ndlur winniug um versaJ .elvice auctions,

29. The Commi~~ionalso requires that a (Xlmpclili"c ETC llppll~al1t .<\Ibmit a live-ye.l' pian
de,cril>ing wid. specifidt.y il.<; proposed improvemeut~Ol' "r~mde.s 10 ils n<:lwork 'm &wire center-by-wire
center t>a~is lhronlllwul it, de~jgllatedservice :uea,60 The t', ""-yfar plan mu.;( demen'lrate in delail how

" IJ. at 6380, plI,". 20, 6397, rllr.L ~ J

"47 U.8.C. ~ 2l4(e)(2).

"ETC Designation Ord", 20 FCC R..,·d.1 -Sln, pac•. 01.

"See Texrz< q[fice ofPublic Uri/;ry Co~n.,el v. FCC, 18J F. Jd J9J, 41a (S'" Cil. 1999) (TOPUC l), em. dl'Ifli>.",J
sub no",. GTEServ, Corp. v. FCC, 5J [ Us. 975, III S.Ct. 4n, 148 L.Ed.2d 327 (2000),

., Ccusistent wilh TOPUC I, .",-", "~mmi;~to", w'Juld cootinue t" lMintam Il'" flexibilily to impoo,< hlJ1!\e,­
sdditiOlllll eligibility requirem""l.'l in sl~~ ETC p<ao«dings, iflhey ;;0 cl.,,,,e.

OJ ETC Designaiion ani.,', 20 FCC Red al <i3~0-1l1, p"•. 22.

"/d.•1~38L r""'. n.

" lJ."t oJ~O, par". 21.

"lJ. ot 6JS 1-81, para, n
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high-coM I<uppon will be u.led for service improvcmen'~Ihal would not occur absent receipt of such
support. 'Illi.. ,howing must include: (I) how signal q""lity, coverage, or capacity "ill impnwe duo to
the re<:eipt of hig:h-~o.;t 3Upport throughout the 01"" for wltich ~le ETC s.eeh deslgDllli0n, (~) Ihe
projected start date and completion date for each impwvement and the estimaled amaual Df in'''stmenl
for each project that is funded t>y high-cost ~upport; (J) lhe 'pecifie ge<Jgraphic areas where Ih~
improvemeuis will be made; end (4) lhe estimaled population that will be served as a rColU It of the
improvements."' We seek carome"t on whelher we should require ~ll ETC. particil'''tin::l ill andlor
wiuJling ulliversal service auclion1; to ~ubmit similnrly detailed five-year rlan.... If oommentel13 believe
I.hal. I.he requiremeril 10 ~u bmit Ii ,·e-year build-oul plans, or Ihe ~pec1J;c conlent8 of Ihe build-out plmlS.
should be modilied, Ihey ,hould explain how.

-'0. Local Usage. The COmmiB~ioncurrently requires ~n ETC appllc8ut to demowl.rate Ih~t j I
offel~ a 10.::-,,1 u~age plan comparable 10 ~he one offered by L~e incumb~nl LEiC in ~he 8ervice OIea~ tbr
which Ih,· 'lpplicant seeks designation, bul Ihe Comml~~i<Jn declined 10 adopT. a specific localll~age

tlrre.-'h"ld in the ETC De"ignalion Order.'" Should W'O <ldopj a BpcclIic loc81 n.nge threshold for winna;
ofauclion.;'? CUl'l'ently, we do no! regulate the relail rates ofETCs as a condll.ion c>fllieir r"'~lving high­
cos~ support. Sw.t~.. generally regulate wirelin¢ ll:"idential rates for incumbenl LEe., bul are precluded
from regnlaling wirek8S r81es by ~eclicm 1.12",)(31 or the Act." Wireline ral". Iypically Ole jet on a flal
rule ba~i~, whereas mle. for wirele•• """rvlce gcna8Uy ~re .et on I.he OOSi8 of"buck<."u 01' minules." Whal
kind ofresldclitms On r_Iall prkillg, if allY, should the Commission place on "U~t ron pMtidpanls in order
1(1 eWUre rough co'"pambilitr of pricing plans? For exau,pk if ~ carrier who~e rutes a,,, not regulated
wins 8n auction, should il bo required 1(1 freeze its re/ail rale" or asree to iucrea~e I.hem subje".t to a price
cap plan ahei'dy in pia"" within the slale? Should the COIllUUS;;lQ~ esl"blish a maximum rale I'or I"" local
usage plan offered by auction bidders or wiunern?

J I. Eoual Access. Altb{lugh Ihe Cammis.i"" dc~. nCI impose" general eqnal acres!
reqniremenr on ETC appJicanl~,We r"'lnire ETC applicallts 10 aclmDwledge Ihat we may requue Ihem 10

pro,>'ide eqnal access 1(1 long dl81ance "arri<:Js illlheir designaled """rvice 3re8 in Ihe evenl. ~hal no other
Ei'rC is p,,-widing eqU3! 8cce~~ wilh;n Ihe sorvice area." The Commission fpuDd rhllt.. If 9uch
cUcUm&tallces .o.riS", Ihe Commis~ion shOUld cou~jder whether 1(1 impose ~~ equai a"",,"" or simil.o.r
requirement On a case-by-case b.s;~. We ,eek commenl. (In whelherwe .hould require 3Jl ETC9
parl.icipatiJo.g in nniver~aJ servioe auclions '.:I 3dmowledge I.hal.lhey m3Y be reqllired tc provide equal
acces~ ;nlhe eve,,1 thai Ihey win Ihe anclion.

32. AbiliiY 10 Remain FWIClianal in E"'rn."",q- SUJ/al!.?"s. The Commission al~o requires an
ETC applicaul 10 d"jnon~lmle its ability 1(1 n-mtain fuuctirmaJ in emergency Sll.U3UOllS by demonslral.ing
Ih8i il has a re~""lllable am(Junt ofback-up power 10 en.uu fi.mclion8li1y wilhont an eXlhTlal pow<:J
wnrce, 1& able 1(1 re-rJU t¢ haJ'f,c around damaged f:>cHilies, ~lld is capab·le of managing Irame ~p;kes

re~ulli"g fmm emergency .itualions.:" ill addili"n, ETCs d~.ignaled by Ihe Call1lllission must <'Crllfy Qn
all "nnnal b3llis that they are a~le 10 funelitm in emc'llen~y Silllaliolls. We seek "ommenl 0n Whether we

" lJ.

" If the OWl ion winner's ohlig.Li~n Ul ,ervc tile ~re" is longer or ~horl<r Ih:ln fi~~ yean;, We tenl.lively conclude
tl",t it would be· appropriate to .djn"t the lime ~eriod lor the plan m eoine,d. wiill tr,., lime period 3f Ule o~ljg.ti~n.

If) ETC De.!.ignalion Onkr, 20 FCC Red at 6l8~. pam. 32.

'" 47 US.C ~ J~2(c)(J).

" ETC no'.si;JIlaJi,'" Order, 20 FCC Red al 6386, para. Jj.

" Jd. al6J82-S3, pllrll. 25.
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.ihauld '''quire aU ETCs participating in and/or winning ulliversal >el'Vice auclion> 1('1 drnlOmCrale [heir
ability [.) remain functional in emergenL"~.

33. Cml1;wJler 17ofec.li",,,. The C"mmi~.jionrequires a "arrier seekins ETC de:;ignalion to
demon~trale il. tommilmenl 10 meeting O(ln~umer pruledion and service quOltl y .bndanJ, in its
applicalioc 10 the Cc>JlIlUi";Qn, '.' A commilment to <Xlmply willl CTlA's CODSumerCo<k (o)r Wireless
Service currently ~.I;,r"," Ihi. ,,,,!uirelIwlll for a wirele.aa ETC "ppJk~nl seeking de,ignalion before Ihe
Commi..ion." We .,"'0: wmmenl. 011 whethel"we should req~ire ~Ji wirele;;;; ETC. participating in and'or
winlling univc~l ~avicc anction.lto Damply wilh CTlA's Co",mm".. Code for Wireless Sel'Vice. Are
lhere other cortjumcl' prntectioc and service qllll1ity .t""d"ms lru.t ~hould apply to auction partlcip~nl•
• nd'orwWnera? We seek C0rrunellt on what type of l'lmSuma prolection aml service qualily standort!,
.h0uld ~pply to wireline auction p;v1icipants and/or WijUI"rl, incllLdin~ incumbent LEO;,

34. Adequate Filla"dlJl R~N""'o'S. III the ETC Designatio" Order, the COlllmission
declined to adopt the Joinl Boanl'~ re"ommendation lhal an ETC applic~nl dl-lll~JI1'I1ateIlwt il has lhe
ri=d~i resouree~ and ablJity to provide qual,ty scrvices throughout the de,ign~tlNl service area." The
Commi~sioo found Ihat compHan~~ \vilh me requirements adopted in thai onkrwould ",quire ac ETC
applica"t 10 show lhat it has sigllitieant t,n'lll~ial resources,'" After obtaining a lic<:insc, whelher by
aucl.lon or olhn means, wirek.s carriers mU;1 furth<:l' comply with the Commission'. rules by meeting
build·out or <ub.lootiJI oervice requirements lor me p1Irticular lleI'Vice," We <~~I< comment On whether
we should &dopt Jddi1iq",,1 requiremenls for ETC~ p~rtjcjratiog in universal scrvice auetions to
denlOn~trale lhal mey lUI ve I.hc .financial resom"es "ml .bilil~' 1.0 provide qualily services lhroughonl lhe
geographic &r"a 1.0 be ~uctioned_

J5. 4d.JWonal Obli,mlk"dProVISlOn uf IJroa.Joond Intemel Acc"s~ Services. In "ddilJO:>ll :0
lh~ ETC reqUirelnenlS adapjed in I.hc ETC DesigJlat;m, Or.Jer. we seek commenl. on whethe, wc shquld
ad<lpt addiliooal obllgatioJj~ ill the contexl.. of re"'rllC all<'tian~, We a,k parti~B10 commenl on lhe speCLfic
~dditlona\ universal service obligali('lll." tb~y "elieve 10 be appropriale, and how they shonld b~ J~fined.

We tell!alively "onclude tML lbe COlllllligsion should require an anction willner 10 or£er broadballJ
Inlernel access service;; wil.h infOlma'ion ll1ln~rer rates g",aler Ihan Or equal [0 7~8 kbps ill at kaBl One
dm,c!ioll lhroughoul. the enlire geottnphic J,I'e:!. for which it win8 lhe .ncti~n. III uddilion, we tentatively
conclude lhat lhe Commission sltmLld "'''lu ire an aUCllon winner 10 offer broadband (n(erne!. access
sel'vices with infonnalion lr.1081i:r r;lteti gr""ter lru.n or equal 10 1.5 mbp~ iu at least (me direction
trnoughwllhe el'ljre geographic m'ea halti.o-ay I.hrough lhe term of lh~ obligalioll:l." We ,,,,,,,h these
tentative c.oncJo.iol1. ,ecau6o "[l]he C('IlllUlis~ion has consistently ",,"ogrU2Cd the critic"1 impCIltance of

" !d... 6~g3-~4, para. 28,

14 See iJ. JI 6H3, p~rm. 28 & n,71; CTlA, ConSllmtr COOe to, W;rel&!i~ Service, available at
htip:i!www.CliJ.0n;;icoosumer info/indeK.cfm/AIDIl !I~5~ (lJ<t retrieved OctobeT ~, 2001), Under lhe en",
Consumer Code, wirele,. carriers ag,ee to: (l) disd~", "Ie< .tld terms ofservice to COl\Swneu; (2) m.kc llvail.oble
map' showing where service i, senern.lly avall.oble; (~) provide ';untract tenns to customers and ooutiLo, c.h'ngc, in
""",ice; (4) allow a triol p..-iod ror new "or",ce; (5) provid~ specific disclosures in advertising; (01 "r"~lely

ideolify carrier charges from ('~es ~n billing Slatements; (I) provide ou,mmcr.' the righllc l~rminate service I;"
ch!lIlges lil conlract lerm,,; (~J provide read, access to customer service; (9) pmmpll,' res>"'Od to consumer inquiri""
and complaints re-eeived from go,·,rnmcnl agencies; and (10) abide by ]>Oli~;"" fot Pl"lte<otiOtl ofcustomer privacy.

" ETC Designalirm Orrier. 20 FCC R..·d .. ii381-88, para, 37,

" S" id. at 6J~7. p"•. 37.

" See id. &. n. JrjlJ.

,~ We ,etk <:onlln.nl below on lhe approp,ialc knglh of time ~etween aucliuns and, lhus, "" Tho_ lerm uf lhe au~,ilJn
win""",' ~b~gali~tlS. See iJrfro pams. 47-49.
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broo.JMrid 8''1:viccs 10 Ihe natioll'~ pre.ent >rid f~l",e pro8perity aud Ll committed Ii! "Jopling pQlicie~ 10

promol.<: lite developm.ml of broaJb~ndser~·i~~;. illcludillg broadb>rld Inl.ernel ~cce•• ,ervice•.",.. We
~eel< comment On these ten[~[jve co"clu~i~n,_ FlLn h<:r, we lenlalively eouclude tl"" an alL.:li"" winner's
broadband Internet acre" !lCr....·ire. ~hould be offered al a reasonable price. We .ed,- ':<llltrrl~lli 011 how we
should en,U'" Ih"l broadband ["Iemel. aece.sB ~ervice~ an, being off''1:e.d at ""'BQnable price.o;.

F. Rtit....e Price.

36. Beosu.e Ihere may be few biddern iJl cert3in goo~raphic arca.s, it j;; importanllo e.tabli,h
a re~erve "price" - i.e. a ma:o;imum SJlbsidy level Ihat parricipanls in Ihe auclioH would be allowed 10 pbce
as a bid. We sui<: ~Oll"n~"t ,In how we .honld sellhe re!le!'''~ r"ic~s for Ihe areaS to be aJl(1ioned. We
e:o;pect Ihat the reserve priee6 will playa erilieal role in !he ~"cli<lnol. A re~erve price ihat is set too low is
1ihl~' (0 discourage biddern from p"r11cipal in~ in Ihe anclion, while one (hat is set ~JJO high r~i;;eg the
p'\l~i~ihly that 100 mnch support will be ~ll(l,>~[ed

37. At lea,t inilially, re,erve jJnc~g could be ba~ed on the currenl lcvd~ <:,1' hlgh-cosi. snpport.
W~ ..",II; contrrlenl. on how reserve price. b.>ed ou cmrent sJlppor1. shoJlld be d..t""nined if (h~ geographic
area 10 ~e aJl(1iolled dilfer. from the >!rea fur which support is cmrenlly cakllialed For e",,"'ple, if Ihe
geographic areas for !he allelion& Ille wire aLllet., for non-lural siudy areas iI would be faLrly
sl.raighlJorward 10 sel wi", cen1e,,: reserve price" ba.oo on the forward-looking .:<lMol esl inuted by the
Commissioll'. 00"1 model.

J8. Docau,e the non-rural mechaJli~m larg..t. supp<Jr1 to wire centers ba>ed on relal;ve "<lsI..
I.he highesl C(}Io[ wire ceule", would have I.he highest per-lille r"",el",e pnce. For IUl'll1 sl.udy ~rea~ wilh
multiple wi"e cenler•. however, r,mbedded C(}Iot;; foJ' inCUlllbenl LEe. are l.)Jlkally available only at the
study area level. r[ a n::Ierve price were based on the avem)l:<: eo,l pel' line in I.he sludy area, or ifa Jilted
reserve iubsidy for a 'ludy "r"" Were alloealoo on a per-liJle 11",i,. lhe re'erve price would not aIOcmaldy
r~l1oc( the cosls ofthe individual wire centel's or olh~, ge~g"JphicUJlil. within Ihe stJldy area. A!J rWl¢.J
a\xlve, Ihi~ would di.comage p:trlicipalion in Ihe aucticlll by cOlllpeliliV't' ETCs in the higher co'll Hr"",•. '"
ill addiiion, encouraging competitive ETC. 10 bid for Ihe lower e(}lot ~real cru1d pOlentially pl'ovide
insufficient support for an incwnb"," LEC with Ihe obllgallon to serve !he rem.'Iining. higher co.t areas.
Oue altemalive WOJlld be 10 del~"fIlline a re;erve price at the wire cenler level by "llocating lbe study area
-=-bedded cosl on the ba'Ji;; of reln';ve forward-looking CQsls as delermined al the wire center level by the
Co,,"ni,.ion's co", model. Ano(h~, ~11.<:m~li"e WOJlld be 10 sell'esel'Ve priL:e! I<lr (Ural.lt,dy areas On Ihe
ba,is of a forrnnla in which either lorward-Ic<lking, model-generated C(l~t or embedded co~1. dala are nsed
10 eSllmOie Cf'.ti on the biLUs of observahle factor~ .uch as customer denolily. For "xslnple, if a lorwJId·
looking apprroch i~ nse<.llo Bet a re~erve price fOl' nr>n-rol'.1 geogrJpltic areas, one conld Jl8e the, dat~
generaled hy Ihe fOn'iaN-looking CO"1. model (0 regre.~model co.t> by wire eentel' on wire center
cuslome,. de",.iry. Tn., resnll would be a ~iJllple analylic IOlll1ula IILaI. could be Jl'le<! in place of lh~ 1ll0d~1

" Deve/opmenr <JjNol/onw/de Broadbo",llJdra To Evaluate &asorwble And T'-~",,,, [),;pl")'",,,nl oj"Ad>Ymced
S.,,'/ce8 ]0 All Americans, I",proI'l'III"'" ~f Wi,,,/e,,,, Broadband Subi'CribersMp 1>lra, A"J Oew/opmenr q{Dala on
[nlerconnecled Vole" Owr In/erNe! PrOllJ",,1 Subscribe"lhip, WC Doclrel. No. 07-38, Notieo of Propo>ed
Rulomaking, 22 PCCRed 7760, par•. I (007) (oiling Appropriate Frome"",,-kJor BmadhMd, Acce<!'10 Ihe
I1I/~",et ow, WireUne Facilirie,'. .-1 ~I.. CC D<.>ckCl No, 02-~~ "' al., Policy ~1'le""nI. '.'0 fCC Red 14986 (2005)
(setbug lo,iJJ four principles intended to ~encou ..gc broadband deploym"'ll ond pre,.",e and promcre the cpen and
it~efCl)nne•.'-Ied 11IllU" of ti,e public Internet")).

go See sup"" pol•. 20
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In ~CI rt.><:rve l'ri= for geographic W1Hs in lwol <Iudy areas," We seek commeril pn I.hese and ol!le)
ahern,uiv~s

39. Wc I~nlatively conclude I""I. if Ih~ reller\ie price is based onlhe curre,,1 level, of high-
cost support and Ihe a!<"B tQ be audioned i_ ~m"ller l!J;1J' Ihe incumbent LEC'~ ;;Indy are". the r,'8erve
price Bhould be ba/;ed Dn disJ8fTeg~ledBupport amounl~. We abo tenlalively condud~ Ihat, if re~erve
price' :ne based On di~bggrel:!Bled ~upport amounl~, rese!\it prices in the aggreg"r.: shou Id b~ capped at
ihe "nrtent study area mppcl'\ ~mO\mL We ~eek comment on Ih~1l<' Icnlalive conclusions.

~O, Aller the inilial auction, the winnillg bid~ in Ihe mosl re<:enl prior auctioru cOllid J:.~ u~ed

to e~l~blish a re"',.....e pri"" in Ihe nexi auction. If the gw~r"phic al""'~ .ubjecl. In auction are ;;malle, Iban
"n llKllmb~1 LEC';; se.l'\iice area, 'hen Ih" rese!\ie price could b" d<"l~.rmi.ned fOf each gcogr"phk unil fot
bllih mraJ and non-rural study areas ~, d~,cribed nbove, but ,,_~ Ih~ previons audion'~ winnin,g bid
rathe,.,ban lhe incumbent LEe's forword-ip"king or embedded cost. U;;e ofprior auction cial" would
r~sult in rC!lelYe price! thai. are responsive 1('1 changing technologies, and w('luld le..en the need rJ rely on
forward-looking cost models after th", initia! aucl ion, On the other hand, u.e ofprior an"liQIl remit'
mighl. inlroJ~ce new slrategic consider.liens inlo allY given .nction, since panicipBnl5 would be aW3Ie
I.hai (heir bid might affect future re8tr\"e price8 We seek commcnt on the,e i""eS.

G. Audinn D""ign

41. 'lhe Commi~~ionha~ condlWled public J"clion~ for elel:l.L\)ma~l\,"-lc olpeC(rum righl. since
1994. In a spectrum ~"cti'm, a winning bidder oblain•• 3 license to u""', spcclrum in a well defined
geographic '''''a. The v~l"c of WillrnJJg a particular "n"a, however, can be closely rdated to Ihe vallW of
wilUung in adj~c<lrlr "reJ~. [ndividual bidder/; may h~ve uDlque bu,in",s models, ~o ~lal the v"lue t>f
winni"8 ~ particnlar area will gcnerolly differ among 'he biddel1i. At the .mne I.ime, Ihere crlll b~ a
,'Oimno" value compon~'lltifcOllipeting bidders ha....e olimil~r tlll,i,,,,,s model8, even though each bidder
ha" uu.ique infOl'lUation about dem3lld~.c<>~I, or Olher ,..,Ievant a_pocls of the bnsiness mDdeL In ir,
~peclru m anctions, Ihe Conulli~,ion ho' used ~Il auclion Jesign know" as Ihe simultaneou~ mUll iple "'''nd
(SMR) auclion 10 addJ'e,j~ Ihe.., is<ue•. The SMR anction is a fonn of "llCelldill'" price andion in which
bid&r. are allowed lo place bid! lor any "umber of single licell8e~ ill ••ene" of <li~crete, successive
fOWlds, wilh Ihe lellgt!l of e:lch wlLt\d ~nn(Jnnccd in advance by I.he CommiilSlon. After each ",und
doses, roulld reslliis ore processed and made pnblic. At Ihal. time, bid&r, l~aru ~bo\\l.lhebid~ placed by
other bidd=, oblainillg illfunllation about tru. value of the licen",. 10 all biJder1i:r, This inc,,,ase8 I.hc
iikelihood [h.1 [h. licen",. wili bc assigned to Ihe bidd~r/; who value I.hom the 'no.t. In an SJl..1R auction,
Ihere is nCo P"'"~I number ofrolmds. Bidding oonrinues unlil a round occuIll in which no new bids "re
submilled."

42. Rece"tiy, v.uiali01l.'l on the SMR d~si!':f1 hve been propo~ed in whioh bidder!' Me .llowed
10 bid on packages of licenses. With package or "combilllllori81" bidding, bidder8 moy place bid. on
glDnp6 of licen~e;; a~ well os "" individu.al iicenses. Thi' ~ppro"chaliows bidder< ro hctler e:<prc88 Ihe

" \VIrile fcrward-looking oo",,,,,i.l, are nol curren(]y u",d Ic del.mune h,.,h-oo... loop 'UI'fIOl" in "".1 sludy a,,",s,
, simil..,. fonmlla could b. ol>tlintd [,om dala generated within ruI1lI ~""gr1lplrie ,coa", sine. mo,t fcrward-lt>e>kiJlg
model' 3re all;o cap.ble or "'''i''''\liu~ co,ls for fUJaI aco",.

'" For lb. 700 MHl alLclicn (allcticn 73), 'he Commission will USt .n"n~m"u, bidding. see Auclk'" 0(7(1{) MHz
]J,md h:,·~sl:..' Sc~eduled jor January 24. 2008. AU Docket Nc_ 07-1~7. Public 1'I01iee, DA 07-4171, "' par"". 14~·

56 (reI. Oc<. ',2007)_

"T!,~ SMR .uelion also ccnlains delililed ",Ie, gO"<ming bid iucremenis, bid wilhd,.w,I" .nd bidder ac~<ily rule;;
,,"ni,,~ require ""h<e bidding in order 10 reotail, d;M<bl. '" make lillure hids 011 p.rtic"l., boon..... S"<'
lmplem"nlar,vn o[.o5",,'ion J09(i) vj/he CV"''''''''i..'<I/ion., Acl- C"mp<'iUive Bidding, PP Dorte<l No. 9J-253, Seccnd
Report and Order, 9 FCC Rod 2343 (1994)

16



Federal Comnumicaliont Comml>sion FCCOlki

v~lue ofany synergies (belle/its florn c"rnbillin~ wmplcmc'nlmy Items) II",t may exisl. among IiceIl8e~

and 10 avoid lhe ri.l ofwimling only par1 of ~ de~jred set. P""kage bidding ~an k illlporlall' 10 bidders
who anl.icipale ~Ignificanl ecollom;"'! ofscale ""d scope in deploying uew ;nlh~lllJcluce, ryr who "xpect
cllslomer demand 10 depend Oil 1<JI2i nel work coverage.

43. The auction de"i~, fol' a re""I'",' auclion to determjne high-w.t uni versalservice support
should mote 11-'e of lhe Commjsslon's eXperlellce with spectmm aucliono "S much 3; po;,ible. As 0
general mal tvr. we in',i:e partle~ 10 cmnmenl on lhe .illlilarilies and di/t'ereuce~ beLween <luclloru for
opectmm and rever,e ~u<,tion~ fur .ubojdieo for high·"~~1 !uP1'or1

44. Whether ornollhe SMR Msjgn I~ co~ldereda.' a bas.i. for a reverse aucti0Jl fN bigh-
co~t ~UPp0". 111",., m" a number of specific i~~ue~ 110:>1 musl be re~olved. To what e:<lenl <Muld pachlgc
bjdding h~ allowed? Unrestricted combinatorial biddiug: would allow biddel~ to place a bjd fDr &ny
pad;age of googrnphjc aCeas in the auction." If ~"ult geugl'aph,c areas are chasen as unil~ for auction,
package bjdding may be cs>o::nllal for bjddel" (.oj nlake apprnprjau. bids based on their p"",eiveJ cost "ud
demand complemental'itie~among geugmphk regions. all the oihe,- hand, an unre8l.riclcd GOmbilUtoriJ.!
bidding procedme wjth a largc mllnber 01" di_tinct geographic areaS could prove to be confusing to bjdden;
""d potentially computationally imra<:table. Shonld individual aucli0n'; wilh m111bi,,~rorjal bidding be
held al a regional or state specific level instead of on a national bal;js? A b,,'ader scope for lhe anction
would allow bidders to bclle.- capLure iLllerrelationship. betwe,m grow aphic ..."".. However, a larger
scopc would al~o sjgl1i/lc.utly juc",••e the complexjLy 01' lbe anction, whether 01' not package bidding i.
allowed.

45. Ifa multiple round ancllon is c01l.idere.d. anolh~1: important issue i~ lhe information rltal
is revult11 10 hiddera between rounds. A mlilliple «'ulld 'uclion can lead to effid(:(\! OUlcome~ ill
anclioll.~ Wilh" wmmon value wmponenl, ~Ince the highesl bid at any round is necessarily revealed 10 <ill
bidder•.'" HJWeVel, if addilional informatjo1l, ,uch ;<9 Ihe Identity of the curren' wjnning bidder for e:l<'h
He'll i< al", ",waled, ,'.rat<..'gic behavjor may be I\lcilil~ted. We ooek: comment on the potenli:>J dau!:"r8 of
anli-compel.ilive glrnlcgic behavior jn an auclian ror high",:osl support, and the potenl.ial elred" ou
economic efficiency.

46. If pmtie, '\0 1ll'l belicvc lhal an SMR auction de,ign .holiid bc used I\)l' high",:oSI. oupport,
rhey <hould propose arid di~"",. iu detml rW, specjfic auct.lon deslgll Ib.l lhey bdieve 10 be superior. For
example, would a single round "~ealcd bid" l'or1lla, be acceptable? If 1i<J. Sh~liid lhe wiHl1ing bidder
recejve a .ubsidy ""Bcd ()n il~ ()WLI bid lor the necessary 'UbBjdy ()r 0Jl the hid <Jf lile next higller bidder?
Under lhe laller allen",'ive. bwwn~. a "sccond price auclion," it;s weil known that bidders have an
il1cenlive 10 place a hid ba8C(! on ihe minimum ~ub.idy rw,y would h~ willing 10 accept (.jnce the subsjdy
lhey =dvc d<X"ll \lot depend on rheir aduol bjd). How ...e Lhe,e .1.ucliou Jes.ig»s affecled if the uumber of
biddel" i. ~lIIallry" Parties are al~o jnvjted 10 c('mlll~lIt ('ll lhe .pecific aucl.jon de.lgus u~ed jn other
wunlries i" which revel"e auction. have be"" "oed for Wliversal service support.

8' Fcr e,,"mple, if Ihtto "re .10 ge"~"'rl"c area:! in .n auclion, lhen Ihece "re 2.10
_ 1 ~ I,on,H 1,"23 p~;sible

packages 10 bid fac.

i' Such infcnl1alion can '.Ne io ameli~rate lhe ~a,called "winner'. """'e" in wIl,.h a n,lvc hiddel'" bidding
strategy i, lvli>ed an hi, ~t her ~wn private inforJrullion, whkh, fcc ,ho wiJu'i,o<: bi<lder, turm ~ut 10 he milre
cplimi,lic than lhe i,uocmOLio" ..,il.ble to cLI,er biddel\i. Knowing ,hi,- m,lee .ophioiicaiW biddcrs con<cionsly
redU<e LI,cil' bids i~ a ""rIlJ"~U ,.IUt ;erring.

"Wilh. ,i1l8ie bidder, the subsidy WQuld l1eCes~ari/y he delemliLltd by <I .. rt..",e price.
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H. Frequency of AutfillOIl

47. We seek commC~l ull th.: appropria,e length of lime beLweelJ ~uNi,)u~, Currenl.ly, each
applicant IleCking: ETC des41"oljclll by Ihe Commj£~ion must submil 0 five-y;,,,r pbn d~olCribjugwith
specificity ils prop~",d illlpmvemenl.s Or upg.rades to it_ network: ou a wire c.,mer-by-wire ~ellteJ' ba,i,
lhroughoul il> desirnaled ~clvice areas, Would five ycon; be an ~rpr0priate letJglh of li= betwoen
aueLions, or ,houl~ auclinn, be ,nore or less fiequenl.?

4g. Auclioll-j t"<Jr uuiven;al sel"Vice BUrpo11 are dD~ely relaled to fi'aru:hiBe bidding scl,em(;.!j
for naLurol JllolloJpoly, which have been eXlI.-'1lSively ~tudied in economics lileral.ure," BiddCl'8 iu any
particular aucl ion require &Orne degree nfcertaiuLy abonl [nlure n:Vl:nue~, including ,nbsi~ies, in ilrd~"J Td
make infilnned inveilmenl decision>. WilliaIIlSiln" di~cu~~.:~ !I<'me of the less ilbviilu8 Bdv8nlagc.s (,l'
1011g Lerm conhacl.ing, which, in tbe reverse au(1j()jj contexl, wonld cal! filr relaUvely infrequent "uctiollS.
On lhe mher hand, new technoJo;;l~' llIay pe:rmdically evolve that would .llow lower cos!. pro~i~ion nf
lelc.:ommunic"lio!li; 8Cl"Vices in high...-..:>st MCJ~. in addiliou, "lOle fieqnenl aunie>II.' rau allow t"<Jr Inore
i"lanned bidding decisions, since e3ch bidder wonld be more able 10 predict Jcve1. "f Jt,mand and
pOlenl.lal compeli!ion iu the immedi"'~ rulUN thllJl in the longer lernl.

49. To lhe exleJIt that support ["wb provided 10 a wirming bidder h~':i1mc an e~~enti"l worce
of revenue for the winning bi<ld.:r, rl\<, qncstie>ll of a,sel. I.ransf"n mu~1. be coa~idered in =es in which a
new winning bid<leJ" re-pl.re.'i" pmviondy surpotled carrier. For e:<:ample, il rnighl be dlici~nl. for a
cellular ~.rrier tbill wi"s un ancl.ion 1.0 acquire tower<:md fiber linb from a previou.ly .npported carrier
serving the ,arne reglou. If ";;.ellrunsfe:rs ale deleJ1ll;ned ollly lhr~~gh bilateral bargaining between tbe
r~kvanl parlie., iu,;wnbeul LEes mighl. have a sig:niliC'lnl .d~"nlag~ dne 10 I.heir >1Ink: co.ts. A~. ,,'suII­
lhere may be [~'h"J bidders in .uhlequent nuctio"" than wo"ld otherwise be desirnble. Should there be
any ownigh< or (Ilh~r re'ltricliollS on lhe I.mrufcr of a;Be~l wlletJ a n~w wirming bidder replacc.s Lhe
previ(lno auctiou winn.x? We ask partie. '0 ~o,nmenl on this MLll)';'lili 8nd iI. importan~e in asseo.ing Ih.:
loug lerm viabiliLy ofm""r"" aucliollB for l\niver~al ,;.:r;'ice ~uPP'I1l·

I. Broadband Re~~ncAnr1irw Pilnt Program

50. Finally, in lighl of Ihe compk:tille. ill e.l.blishing a reverne audjoD. we ..,..k ~Olnmenl

on whelherwe should emplilY a pilot progr"", to lesl.lhe use of reverBe auction, a." m~lhod for
disl.ribul.ing bigh-co,t support. Sl"'cilicJlly, we seek comment on whetheT we shou ld Jdopt a pilol
program 10 replace I.hc C\lffi;DI hiSh-c..'~t ' ..pport received in a parHcular nreo. We tenl~Livcly condndc
thaI., inany pilol program, lhe re"","Ve price ~hould be based on the cun"nl ievel ot' <upporL in I.he
p~rticu!~r area. We al.(> lr,nlalivcJy conclude that the states are br,st ~ituM<XI.loJ LlIlplelrlcut any pilol
pmg"""'. We s~d; ,'~mmeut on how ,ucl, a p;ICPI program should be implemeuled.

5J. We ~l~o .leek ~OUlment on whether a pilol pn:>g,aln ;;hould be used t<l disbu~c higli-eo'l
supp0rt t:Irge!ed lo bmadband Inl.ernCT access ile!'i ice~, We note IMI. Allie! has filed a broadOOod a\JC"1l"n
propos~l, ,,"J we seek: comment ou lhat pmposaL" Simil.rly, AT&T ha~ propo<ed its own broadban~

" See SIIpra p.r., 29; E1'e D,'sfgnalion Order. 20 FCC Red .l 638 l_~2, pat•. 2J.

" See. e,g" O. Willi_'on, Prrmchis~N./Jillgfi;Jr nalllral niOllopolie'l- in g'n~rrJl "nd wiJh r,''fJ""r /0 CATV, 7 Bell
J. &on. 7]"104 (1976) (di~c".'ling ,ome of (he !X'lemi.J dillie"l,j"" of lrancbi'e hidding ill lh~ <Oll",~( ofe.ble
te!evi,ion ItlollopoJies).

" See id, a( B3-90.

" See LettEr from Gene Ddonly, Vice P""id.uL Regulalory Affairs, Sleve R. MowelY, Vi"" Pm~idonl. Puhlic
Polio)'. IlJId Mark Rubin. Vioe P"",ldenl Feder'! Govenuueul Allai"" AIl",'- til Oeh~,"hTayLor T.le, Feder.l Chair,
and R:!~' B.run. S"'~ Chait, Federrll"Stare JoinL Bo,rd on Unive=1 Servi"" (dated l'eb. 16, 2007).
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pilet progrotm." We ~eeJ,;: commenl Oil AT&T's broadband pilot program, aud whether il wt'\lld ~e

p06EUble 10 UBe a reve1ge auclion appro3ch und~r lhat propoaal.

N, PROCEDURAL MATTERS

A, IniTial Reg"I~I<Jry Fle:<ibility Analysl~

52. As requi .."d by the Regulatory Flexibility A"1 "r 1980, '" amended," the Commisoion !lao
prep~red an Initial Regul>ltory FlcKibility Analysis (IRFA) "r the r=ible ~ignificanteconomic irnpoc't ,>n
a subslanlial nwnber ot' :mt:lll "ntilies by the policies and rules pr~po.jed In this Notice. The IRFA i~ ill
lh~ Appelldjl(, Written pnblic ~<lmmCllls are requested on this IRFA. Comments mnst be identilled a.
r~'po"il~O 10 ,he IRFA and must be filed by the deadline. [~r ~(Imm~nl. Oll the Notice. The Commi.~io"
willlll'oo a wpy of lhe Notice, inclndin& Ihi~ IRFA. to tbe ChiefCouJl<el for Mvocaey oflhe Small
Busine,;o Adminiolralion." In addili"n, the Nt'tice and IRFA (or sUIIlmarie. lhereol) will be published in
Ille Fed<:ral Register,""

U, Paperwork ReducTio)l Ad Analylis

53. Thi~ docUlu""t conl<tins p'<JP'l,cd neW infonnatiOIl collecl.ion re:qlti""mcnl~ The
Commi~~ion,ao port of ils ce>nlinuing eITort to ra:luce papelwork bunl<.-'n~, invile; ~t~ general public and
the Office ofM;,nail-~m~J1I 'ad Budgel (OMB) to comm""t on the infolUlll!(01l celleCli,m reqlliremcnts
conlained in lhi~ donnncnt, as re<}nircd by the Paperwork R~duclioll Aa of 1995," Publi~ and agency
comments are dne 6D days ~~er thill nolice ofpmposed rulemaking is published in the Feder~l Register.
Commenls should ~ddr"ss: (a) whether the proposed C011oction of infonnation is necessary for the proper
perfonnance of lhe [uLl.:lions of the Commission, including whelher lhe infonnation shall have pra~lir,,1

utility: (b) me accuracy of lhe Commission's burden cs!imat¢s: (c) ways to enhance the qualily, ulihly,
and clarity ofthe infmmatit'n c('lllccted; and (d) way' to minimiu th\: burden oIthe oolleclion of
il1fonnation on the respondent~, j ncludil1~ lhe use ofaulomated collection techniques or olher form; of
infonuatioll tecimology. In adtUlion, pUlOuant to lhe Small Business hperworkRelief A"1 vf~O'J~, we
-'eel specific comment ('In how we '''igllt "fuLther reduce lhe infonnal1on wiler.1 iell bunkn for small
business cOncem8 wilh fewer than 25 =pIQyreB.""

C, BPI/rle Pnnntatio,,"

54. The.., molter>: shaH be [retl[ed <I~ a "pcnnit-but-di8c1ooe" pr~e~~din:;l ill accon:lance wilh
lhe Commi..i('lo's,~ jXJrlf ruie~,\'1 P<:rsons making ('Iral ex parlf pr=nlatiens = reminded thaI
memorand. >nmmUL.izing the pre6entatioll.'l mnOi O<'nlain ilUDU11aries of Ihe ~ubslance of the pres""tat';'}llS
and not merely ~ listin@:oflhesubjeclll discussed. More than" one or two ;;enlence dcscripl.ion of lhe

.. Hi.gh-Co~lUniversal Service S'lJ'P0l1. Fed"..!-SI.te Joinl Board on Ulliversol Service, CommOllL. ~( ATS<Tine.,
WC DcckelNo. 05_337, CC D"ol<", No. %-4, (filedM.y 31, ZOO7).

... 5 U,S.C, ~ 603.

',1 See 5 U.S.C. § 603(0),

""u
9' P.porwork R.:<:Io,tk,n Act cf 1995, Pub. L. No. 104-i3, 109 Stat !~3 (1995).

91 """,II ali'lin.... Paperwork Relief Acl 00002, Pub L. No. 1(J7-i98, 116 SUIt. 729 (2002): 44 U.S.C, ~
j506(c)(4)

"41 c.F.R. ~p U200-i.I216.
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view.l und argumenls presenled j;; generally required.'" OIher leqniremenls pertaining to (,ml and wrinen
presenlal;"ll. are ~e1 forth in seclion I.l206lb} <Jf lhe Commission's mlell.,9

D. Comment Filing Prllceduru

JJ. Pur8uaui to secliom IA ISand 1.419 of the Commi"ion'. t1llel1, '00 intere:sted pimio! m,y
me comnlen!s 30 d"y. ~flerpulllication of lhi, Notice in the Federal Regisier, 1lJId reply comment! 60
days after publicalion af Ihj~ NOliee in lhe Fede,~l Register. Comm<:nts ""'J' be filed using: (I) Ihe
Commission'~ Ekelf1)nic C<Jmmenl FjJjng System (ECfS), 12l lhe Federal Govenunent'B "R\ll<.'JJl;]ldng
Porlal, Or (3) by filing P"per wpie~. &e Eleclromc Filing Qj'Doclime/ll.! in Rulel1",kil/g Proceedings, 63
FR24121 (1998)

• Ek.cl mnic FiJelli: Comments ""'y be fiied e]eelLUnicaHy nsing the Intemel ~y a"""osing lhe
ECPS: hllp:llwww.fGc.~o'''''cgNed:.l Or lhe Federal ooR:u!<.'JJI;]ki.llg Portol:
b,l p://www.tcgulatr.on8.grw. fil.,.-,; ShOllid follow lhe in.ILU~li~ns provided on lhe website for
"ubmitling eommenls.

• FN ECfS llIelli, if mnlliple dockel Or rnlemaki.ng nil mbers appear in the capl i(m oflhis
proceeding, filers musl lrans",il one elecl.ronic copy of the oomlJlenl~ for each docket or
rulem~kingnumber r"rerenc~J in Ihe ca~ljon. In compleling-the lr;m~mitl"i scr""n. fLle,"
~h,mld indude their fun name, IJ.S. Po.tal Service mailing >dare•• , "na the applicable
dod,el Or ml<.'JJl;]kil1g number. hrrics may aloo ~bmit an eleclronic comment by
}nlemel e-"",i)' To gel. filing il"~o""tio"", filer-.; should sella an ~'mail 10 ecfs@fcc.gov,
1lJId include Ihe following words in lh" b'lily of lhe Ulessage. "!!"I torm." A s~mple form
and direclions will b~ "~'lI1 in respOl~~e.

• Paper- Filern: Partie~ who choose to file by paper mU~l file an original and four CDpi~" ,,[ each
filiag. Ifmore lhan One docket or rulemaki.ng number ~Ppe;llli in lhe caption of lhiR prm;ecding,
filef< mugl g\l"mil two addjtioll.1l1 COpieR for each :1ddition<t1 docket Or mlemaking nrunner

Fiiing< ~an be 8etlt by mmd Or me..eng~' deli very, by commercial ovemi~l courier, or by firsl­
elJ,~~ or overnighl U.S.I'osl<l1 Servi"" l1UIil (allhongh we eonlinue to Qperience delays in
I~ceiving U.S. 1'0~lal Service mail), All filings must ~e addJ~ssed lo Ihe Commission's Secrelary.
Offke oflhe Se<:retmy, FedernJ Communicalions Commission.

•

•

•

The COlUmi••io,,'. oonlraclor will recei"" hand-aelivered or messcnger-delivered paper
l!i;ngs [Dr Ihe C'Jmmissioll 's Se",,,tary al 236 M~~~achnsells Avenne, N.E., Suile I10,
WashinBlOn. DC 20002. T"" filing houlli ~J lhi, localitm are B:oo a.m. t<:, 7:00 p.m. All
halld deli"eries m"~t be held togethel' wi!h m~ber oond.'! or fa,te''''lli. An~' envelopes
m".1 be disposed of !2efol~ entering Ihe ~uilding.

Commercial owrnighl moil (oiher lhan U.S.I'o~l.alS""'i;~e Expre.. Mail and Priority
Mail) m\lst ~e .ent to ~}O[) PMsl Hampton Drive, Cap;lol Heighl8, MD 20743.

U.S. POSTal SelVire iirsl-ciaso, ExprcR8, and Priol'ily m<til musl be addre~~ed to 445 12~

Sireel, S.W, Washington DC 20554.

"~7 C.F.R, § 1.1206(hl(21

"~7 C,FR. *i 1206(b).

100 47 CFR~~ 14i5, 1.419.

20



Federal COIDmunlealiDlu Cllmlllios"i,","- "F,c~C'c'0"8c-5o

• People wllh Disabilities: Tp r"'lue,l ,naterials in acce~sible fonnals for people with disabililies
(Braille, lerge prin', e1octr"ni~ fLIeb, audio fOlmat), send:m e-mail 10 fceSO~(Q)fcc.gov or call Ihe
Consumer & Governmenlal Affail1l Bureau et 202-418-0530 (voice), 202"418-0432 (Uy).

In addition, one OOP)' "f each ple~dmg must be sent to each of the following

(1) The Commi«ioll '. duplicating contr~"lor, Besl. Copy and Pril\ling, Inc, 445 12" Slr~ej, S.W., RQou,
C"'-fl~ll~, WaBhington, D.C. 20.s~4; webjile: www.bcniweb.com;phone: J-SOO-}711-] 160;

(2) Allloi~u, Stevens, Telecommuni~alioll8 Ac,e_'~ Policy Division, Wirelin~ Comperitioo. Bureau, 445
i2~ Street, S.w., Room 5-8540, W",hinglon. D.C. 205S4; c-m..il: AHlOinetle.Stev"";;j'Ncc.g<JV.

51i. For further infonnation regarding rhi. proceedmg, ,'onlllcl..KJllie King, Special Coun'el,
Tel=:lnLm"nicalions Acoess Policy Division, WirelinL' C,)mpel ilioll Bureau, (202) 418-7491, or
kalie.k:ingC!i;fcc.gg;:.

V. ORDERING CLAUSES

57. Acoordingly, IT IS ORDERI'D lhat, pUl~tLant to Ihe anl.horily conla.ined in sections 1, 2,
~(i), 4(j), 201-205, ~ 14, 2.5 ... :md 403 ofIhe Communicalions Act of 1934, e< amended, 47 U.S.C. HI.'> I,
152, 154(0-0), 201-205. 214, ~54, 40) and seclioJl' 1.1, 1.411-1.419, and 1.1200-I.J216 ofthe
COInrnis,ion's "'le>, 47 C.F.R. §~ 1.1, 1.411-1.419, U200-1.J216, Ihj~ Nolice ofPmposoo Rule""'kLng
IS ADOPTED

58. IT IS FURTHER ORDERED that Ihe C<Jmmission'. Ct>n"\lm~r and O<:>"emmelliel
Affairs flureall. Reference Infonll,"ion Center, SHALL SEND e copy or Ihi. N"t",e ot' Pl"posed
RuIcmeking, illclndjng m., Inil i.1 Regulatory FIcxibllity Allaly~is, to Ihe Chief CJu~&e1 for Advooacy of
the Small Busine88 Adtnini8lralioll.

FEDERAL COMMUNICAnONS COr<-IMISSION

Marle~e H. Dortch
Sccretary
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APPENDIX

Iniltal R!'f.ul.fory Flexibility Analysis

FCC 03·5

I. A< required by Ihc R~!!:u Lltory flexlbilily Acl (RFA),I the Commi~~if,,, h.. prl'p.m,d Ihis
Initial R.l'g"lalmy FicxibHity Aiuly~i-, t IRFA) "r IIle possible ~ignjjicall1economic impact On alDall
enliUc, by Ihe prlick< .lId lUI", propo"ed in Ih~ Notice of Propo~edRulemaking (Nolice). 1,1,'rillen public
comJll~nt< "r~ r"'l\l~p;jed Qn lhili IRFA. Commell" Inust be idenlified as r~SpOllse'l (0 'he IRFA ~lId musl
be filed by Ihe dudlille. for comments on ille Notice provided ill paragraph 55 oflhc il~m. The
Commissioll will .end ~ copy oflhe Nolice, includillg Ihi. IRFA, 10 tile ChiefO:,wl;d t,)f Ad,,,,,,,,,y of
ibe S",~11 Bu.;ine88 i\dminislrnHo.I.l (SEA).' In addilion, th~ Nt'lke alld IRE'A (or summ..ieo IherCQl) will
b,.. publi"h~,,1 in Ihe Federal Register.'

A. Need for, and Objectives of, th" Prllp08cd RlIle1

2. III the TelecOlIUllunicalion8 Act of I996 (1~96 Act), 0mgre88 lIOnghlto pre~erve and
adv~llce universal .eM"" while, at the ~~me time, o~ening ~lllelc<:ommnnjcation.market. 10
compelilion: Section 254(b) ~f the Ad directs Ihe Fed<:t:lI-S,~(" Join' Bom:! On UniVCl'Bal Service (Joinl
Bonn!) and Ihe Commis,,;on to b,,~c po:>iicie<l for Ibe pre8ervalioll and advancement ot'universal service Dn
several gen=l principles, ph» nlh~r principle. ihailhc CommiBsion rrmy establish.' Soclion 254(e)
provide~ that only eligible leJC<!{>mmunic~[jonsc~l1"iel" (ETC.) designaled under ~ection214(e) shaJJ be
eligible to receive fedcr:.l univeMrll .ervice ~UPPOIt, and any such aupp"rt .hould be explicit and ~!;ffick:T1(

1.0 achieve lhe pnl'pf,;;eS "r Ih~, """lion.'

3. In 'he V"j""rsal S"'v;C€ First Rr.porillfid Order, the CommissiM recoglll7.ed certain
adnl1la~esof <Ising CQmpetitive bidding to determine high-c<Jat univer~"1 ~,..rvioo SIIppOrl, spedficnlly,
'"il. p('l/cillial "-~ a ma,k:et-based approa';'h to delenuilliug nniversal ser.-i"" .upp..Jr1, if allY, for any given
area," ""d "ils ability to reduce Ihe ~mOUlll ofsupport IWeded for univel'i~l ~el'vi",.", The rec<mi m lhc
time, however, W"-~ in~ulficienl 10 support ~d(>plion of. competiti.'e hidding m~'cilao.ism.' MO'<Xlvl'r, the
Commi"ion found it unlilrely lhat competili~~ ~jddil1g ffil'ChmiBma would Ix u"",ful a( ihal iime because
"f the expcclalion Ibnl Ihere would be no comp"lilion ill 3 significant nnmber of rural, insular, or high-

1See 5 U.S.c. ~ 603. T1Jc RFA,s'ee 5 U.S.C. §§ 6tll -~12, ha' been orn""ded by,he Small Bu";n.", RegulolDry
Enforoemenl F"oimm Ac(01'1996 (SBR~F ...), hb. L No, IQ4-121, Title 11, 110 SlaL 857 (1996)

2See ,'; U.S.c. § M1C'l"1.

, Id.

4 Telecon,munioalion; Ae' or 1996,Pub. L No. 104-104, 110 S"'. 56 (1996). The 1996 ACI ~mcud.:d 1M
Conuooui,.,io,,,, ACI ~f 19]4. 47 U.S.c. § 151, el seq, (Conmluni""limLO ACI ~f Acll.

, See 47 U.S.C, ~ 2~~(b). Am~ug other 'mugo" ,he", 'hould be <p""ifio, plodi"t.::bl", alld aulIicient fede.ml and sta(~

",un",.1 'ervice ,"ppon m«;hani,m,; quality 'enice' .honld be nailab'" aljn,(, ",",ou"ble. .lId affordable ra'es;
IIJld co"owllers ill .Il regions ~f 'he nalion .hould h"ve :ICC.,. It> I.leo~mmuni~", iou, service. lha' 'IE reasonably
wmp"",ble It> 'ho.!o .ervices provided ill mban """" a' reo""""bly "ornp"'~ble ,ole"~ 47 U.S.C. ~ 2~4(b)(1), (3),
(5).

·47 U.S.C. ~~ 214(e), 254(e),

7Fed.",l-f,~ate Joi.1 Boord o. U.'vers,1I S.n-i<;e, CC Docket No, 96-45, fu>,port and Order, 12 FCC Red 8776,
894S, para. 320, S951, pal'a. '125. (I ~~7) (Universal Service Fir,,, RepOYI and Order) II'Ul>sequeul hi"Qry omilled}.

'See id. al8949, pam. 320.
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(O~t Jr~a~ in tile near future," Nonetllele,ss, the COllUlll~~ion·found Thai roLnp~lili ve bidding warranted
[urther ~onsideralion.JO

4, More r=lly, tllere ha~ ~~~n r""ew~d injllreSI in u~lns competitive bidding to de[~'11tline

higl"«lst nnlversal servi~e support. In AU~'I.I.I 20(16, Ih~ loinl Board ~ought cornmen!. On the ltIeril~ of
using auction~ to <!e(enuine high-co,T u~iver,.1 >eJ....ice ~nppor1.. LL In February 2007, lhe Join!. Board held
an enl"Tne hearing (0 discus8 high-<:O~t Ilniv~r.,al "<:rVic~ sllppOr1. in rural area~, including lhe nse of
reven;e .\lclion~ (0 <!etenlline 'llppo!t." Th~ .Jainl Board received llu'ee specific auclion pr('p(ls.aJ~ in
response (0 th~ 2(1(!I'i .Tn"'1 Board Publi" NQI;"',' and lhe en bane heMing." In a Public Notic.~. "'J~J"ed
May I, 2001. th~ Jt>lnl Boord >oughl CDmll1",,-t en Ihcse proposals and inviled commentt>(, le> file
addHiorul.l a""tit>n pr~po.als."

5. In (hi. Notice, the Cormnisslon Beeks ,'OJllJJJent on lhe merits of using re"e",e auction. (a
fODH (,f ~Outpel ill"e b'<l<llng) to determine tile amounl "f high ....'OSI universal ."",.via ,uppon pr<lVlde<1 (0

ETC, se,"Ving rural, ill.'lul~r, and high·co.t areas. In a rc",rs~ ~u,'li(lil .•upport generally w(lu!d be
determined by the lowest bid 10 B<',rye (he aucliolled ail'S. Th~ COmnUMion tentatively CDnclud~" thaI
rever.., anclions (lITer "eve~1 poten(ial advanlage" O""r "WTen( iligh-eo~t .upport diol.ribution
mechanisms, and tll8.t the Commission shmlld develop'll aU~1ionmechani"ltIto determine high-co.t
univernai ser..-ice suppon. The objective of the I'm",.. i, To,] "<'Cit comment 011 thi, tenlali"" condul<iou ;md

• See ;d, at 8950, pa.... ]24.

L. See ;d, al 8948, para. 320. Although the Commission indicated i' Would issue a funllel' notice of proJlU'l,d
mlemaking sp.cifically ...mining the u,e ofcompetilive bidding to dctCJmin~ higb-cosl support, unlil"",,', it h';
"nly sought comment In lho morc lirnil.d conlext of using competitive bidding T~ idelltify 111. ,.rr;er(,j b""l abk '0
pmvid. ,.rvic~ ro un,eJVod (rib.t l""d<. See;d, at 895 I, para. 325; Federol_S",,~J,'illl B"'mf on Universal Servke_
F",m"/ing Deployment and Subsef'ib,;,"h,p ill Unserved and Underse"'ed Area', Ind"di~g T,,'bal a~d Ias"lar
h,',IS, CC D~~ketN~. 96·45, Further NOllee ofPr~p~sed Rulemaking, 14 FCC ReG 21177, 212]7.24, paras. 93·114
(1999) (UnservedlTribal Areas NPRM).

Ll Fed£,,,I,,,'tate .Toint Board o~ Uni.wrsal Se'~iG~ S~eh Com",eill o~ Ihe ",.,lIs 0/ UJi~gAuClibns 10 De/ermine
Hj::h-C~.'I Uni'.nal Serv;ce Sl<ppon, we D(dl~1 Np, (15·3-,,7. Public NOI.lce, 21 FCC Red 9292 (Fed.-Slale JI. Bd,
20061 (!(}(J6 Joint Board F'!<blic Noiice), 11le l"i"l Bponl al,~ ,~ugbl conuuenl ~n auclino.' in the ETClPorlability
proceeding. See FedenJl..s'llle Joint Board o~ Uni",-""i S~rviceSeeks Comment on Cerlain ofIhe Commission's
Rules Relal;~g10 High-Cosl Universal Servic~ S"""a'i a~d Ihe ETC Designation Process, ec Docket No. 96-45,
Public N~lic~. J RFCC Red 1941, 1950, p..... ~O lFed,_Sl<llC Jl. Bd. 2003). The Joint B~.,d oumnTly is reviewing
lhe Commi.tipn·s ruk-!< rel.ling to ltiJ:J,·,,~st un've".J ,,,,,,ioe supp~rl in study ore., iu which oompetiTi\'e ETC,
receive 'lIpp"" Ol1d lhe rule' re"'ling to high'C!A<t un"·.,,..al ",rvice support fur rural Carr"",. See F..d'nJl."~le
Join; Boaed on Uniwl"ml SerVice, CC DocketN~,96-4j. Order, 17 FCC Red 22642 (2002) (E1t1POl·,,,blIiry
Re/eeml O,der); See Fodoml,~laleJointBaaed on Univus"IService, CC DocketNo. %_45, urdu. 19 PCC R<X!
I LU8, p""'. I (2M41 (Rurol lIeferea/ Order).

" See Fe'/<'ml-liw~Jditll Board on Univer,.al Serv;ce lO Hold En BQ"~ H""clng on lli15h.CIJij, Uniwn~1 Service
S"ppon ill An"" ~'a...'i'oJ by Rural Carriers, we Dockel. No. 05_),7. PUHlC N~I'e., 22 FCC Red 2~4~ (Wi,eliue
Comp, Bur. 2001). Tbt· .loiul B~ard .1'0 .oughl commeul "" varion< olhe, pr~p~S.IB for long Ie"", compt<tlel'oive
reform of Ihe high,cosl unlvel~.l service support meohani."".

"See NOlice, paras. 5-9.

,. Fetkml-Staw. Joint Boaed on V~i",,~~1So'I1'llv Seeks Com",.'m ,m L"ng Ier'" Comprehen.;;ve High,Co",
Universal Service Reform, we D,,~k'l N~. 05.rl7, CC Docket No. 9u45, P~blic NoLice, 22 FCC R~.d 9023, 9024­
25, paraA (Fed.-STaTe .It, Bd. 2007), Cpmmcnts were due May 31, 2001, and reply oomrnenls were due July 2, 2007.
The Joinl Board al!l~ recommended ,"a~ •., an inlerim measure, (he Conuni,s'ol1 aJopl a cap OIl coltJpeliri"" ETC
,upp~rt. See H;gh"Cosl U"ivN~~/ S""'!ce Supporl; Fedeml_SltlIe Jo;~1 Board ~" Universai Service, WC Dock<,
No. 05_337, CC Dockel No.~6-45, R"""mmendcd Decisl~n, 22 FCC Red 8998 (fed.·SIaIr. Jl. Bd. 2007) l.!W7
Jk",,,,,,,,'N,ld De..iJ'w~),
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"n a number ofspecific i6SUC~ regardilJg .u~ti~n" and aueliC'1I d~"jgn. I.hat must b~ re.;olved in mdeJ' fur lhe
C"'nmi"6ion [0 impicmeHt:m auction mech.llj~lll.

B. LegalBasis

6, The legai b,,-~i~ for "ny ""lion tholl may be takcn pnnmanllo Ihe Nolice is "oDlained in
scctiOll! I, 2, 4(i), 4(j), 201-205, 114, 2~~, and 403 of the Communications Act of 1934. "" ameD&d. ~7
U.S,C. h 151. i 52. l54(i)-(j), 2ul-l0S, 1 t 4, 154, 4Q] and sec(jon~ 1.1, 1.411-1.419, "nd 1. i 200-1. i 216,
oflhe Commi~~i"D'~role<. 47 C.F.R. §§ 1.1, 1.4t l-l.419, 1.I200-1.12i6,

C. Descrtpllon and E~tjm..te nr the Number nl" Small Entitie8 to Which nDI~. W;U
App~v

7. The RFA directs ugellcie~ to provide a &.oriptiol1 "f, and, "-'here fea,ible, an eSlinwle of
the Drnnber of olm;lU enll(ics thai mDy be affecled by the mle~. if ,.doplrd," The RFA generally defIne5
'he term "~mali ~"til" ,," as having the 6ume mc~nillg ., d,e lelms "small husine6s,"" "mlUll
organization," " and "0J:Ua1i govcrnmentai juri~diction."" In addition, Ine Icnn "~maj\ bnsine,ss" has the
same meaning a, the tenu "smail busines. concern" under th~ Small Bw;iness Ad, nniess Ihe
Commis.iOll ha. developed (>ne Or more delil1ilion. lieu a", apprup,i;<tc to its activities," Under Ihe
Small Business Acl, a "smali I>usine.. oonc",/11" is One I.hat: \ l) i~ illdependently owued and operoted; (2)
is not dominant in its field of opolt:llioo: and (3) meel.!3 eny additiollill ,·rileru. established by the Smelt
Business Adminislratiotl (SBA)." Nali'mwide, ,hem are a lolai ofappro;(im~teiy22.4 miliion S1IIlIlI
businesses, acemding to SBA data." A small organization i~ generaHy "all)' Dot-fur-profil enterprise
which is independently owned llIld <Jperaled and is nol. dominan! in its field."" Nationwide, as of l002,
Ihere were appw;(illlaidy I,~ million smaU organizaliow.24

~. The most retiabl~ S<lLlr,'e of infonualion regarding Ihe 100ai nnm!:>en: ofcertain COllllllon
c~lTier alld ,dated pmviders nalionwi&,~,welt e. Ihe number of eommereial wirele;~enlities, is I.he dala
that the Commission publishes in i1s Treml; in Telephone Savice rep,,"." Tilt: SE!A has developed
~ma II bu.;iness size .landaros for wireline aud wireless smalt bDSine1'SCS ".ithin Ih~ t1'",e comlnel\Oiai

" ~ U.S.c. ~ 61)4(a)(3).

" ~ U.S.C. ~ 60J(6).

" ,5 U.S.C. bOI(3).

" ,5U.S.C. 601t4\.

I? 5 U.S.C. ~ 60J r5).

1(1 5 U.~.C. ~ 6llJ r,) (;""0'l'0",'iug by ,ererence Lhe defini~on of"",u,1l bus.iness COllcern" in 5 US,C. ~ 631).
P=""nl 1o 5 U.S.C. ~ 60 to j, 'h" slalulory defmilion or. $"",11 bu";=, applies "unless WI ogeu,y ,Il.cr
oou,ullolioD »'illi In" Office of Advocacy of the Small Busineaa Adm;n;.ll1Il i~n "nd .fle, "Pportunily fu' puhlic
commen!, c,llbli,o", 0"" Or LlLore definitiou. of such tIorrn which "'" .pproprialo "" llle ""Iivilies aflhe agency anJ
rul-1"hes .ueh dellnui.ln in Ihe fr<le,a1 R..sister." 5 U.S.C. ~ 60J (3).

" 15 U.S.C. § 632-

II See SDA, ProgmDl. alld Service." SBA Pamphle1 No. CO-001&, 0' ~O (July 10011.

lJ 5 U.S.C. § ~1(4).

" Independeul. Secmr, The New Nonl'rofU AJm,n.., & D~"I< Refurenoe (2002).

"FCC, Wil'eline C..ompelitlan Burt.u.lndusrry Au"tysi. and Techllology Dlvl";on, T'''''d' in Telephone SemcG,
Table 5.3, page 5-5 (Fehru,ny 1lJlJ71 (T",'"d, In Telephone Se",l...). This .'anroe ures cial. c~lleclod as ofOclIJbor
20. 2~05.
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C.....ui; cakgories ofWired Telecommuui""lj,m.s Carrien," Pagiug," aud CelluJar aud Other Wireless
TdCOOlllll1Onical.ions," Under these calegorie., a busine88 is 8rnaU if Jt ha~ 1,500 or feW<lr ('1ll.ployees.
BdQw, u8iug thc above ~jze SlaruJord, ond 01 hcr:;, we discuss the lolal eslimaled nwubel'i of~mojJ
busine;:lC$ thaI might be affecled by <lur Jdion5.

1. ,,"'ir.line Carriers and Service Providers

9. We hove mcloded small incumbeul locol exchang.. c:aricl'i (LEC~) lnlhi, present RFA
analysj~. A< nOled ~bow, a "8rnalJ bu~ioe~~" ondellhe RFA is ('r.e lhat, inter alia, me"ls lhe pertineoL
small busine." ..in: .randard (e.g., a telephone communication.1 business having 1,500 or few •.)
employees). and "is nat dominanl in lis field ofoper31ion."" The SBA's Office of Advocao~ o"nlend.'
that, for RFApUJpO):!es. smaJJ incumbent LEes are DDI dumimml illlheir field ofopcrnl.ion becou•• Jny
.n~h dominance is not "nalional" in scope." We have lherefQL" Lncluded small incumbenl LEe< in Ihi~
RFA anaJysis, although we ~pha~ize tllat this RFA anion h~; no effect 011 Commi..ion aMiy;es and
determinations in other, non·RFA mnle~l•.

10. lncurnlxru LEe,. Nd(her the Cornmis,ion nor Ihe SIM has dewll'pe<J 0 size .landard tor
"mall bnsine,'l.'es specifically ~pp~"'lble to incumbenl LECs, Thc close'l "rplicabie >ire 61andard under
SOA roles is for Wired Telecollullunical ions Carrieru, Under lltat ~ize o=<I.,.d. such a business i~ small
ifil hAs 1,500 or fewer employees." Acconllull to Commission dat~," 1,)07 qjrriel. reported lhat thcy
were ellgaged in ibe provision of local ex~hellge services. Of lhese I .307 cani"". an estimated i,O 19
have I ,500 Of fewereillployecs, and 288 have mOre lhan 1,500 emp!o~"e". Consequently, the
Coll1wi.. ion ••limaICli lhal mosl provide{~ of inclUllbrl1l lo~al clcha.nge Selvice are small businesses ilial
may be affi:cled by our octiOll.

Il. Cornpeli<ive LECs. COlf'Petili _t Acuf.f Providers (CAPs), "Shared- rella"t Sn.ke
Pm,idus," ,m,1 "Other Local Service Provider.!. ,. Neither Ihe Cornmi88ion nor tIu: SEA h"s dc\doperl a
1/TIa1i business size srendard specifically for lhe;e seryice pnJviders. The appropriate .v" r<talldard under
SBA rules is for lhe calegory Wired Telecommunic:uiolls Carriers. Under lhat size SlandenL SUch a
business is 1/TIa1l if it hos 1,500 ('r fewe, employees." According to Commission dal~,04S~9 c,rJl'i"l'
reporl:ed thollheywere enga~N in Ihc provi~jon ofeilher compelili~·eLEC or CAP service,;. Oflhc'e
859 cal'rie{~, an estimaled 741 have I,jOO or fewer employees, oud 11~ have murn lhan l,jOO

" J3 CF.R § 121.201, Nonh Ameriell'n tudu.o;!ry CJa.o;sificalion System (NAlCS) ~.ode 517110.

" Jd. ~ 1i J.~01, MAiCS cede 5172\1 (Th;s o.le~ory will be chan;:ed I'" purpo;'" Mil", 2007 Census IIJ "Wire""<
Toko~'nm'lnLcali"'18 Carri.rs (excepl S.lelliu,):' NAleS code .'i 1721 0.).

.. 1,1. § l~ 1.21) l, NAICS code 517212 (Dri., '"",&0')" will b. clunged for purpose., cf Lhe 2007 e......'" tIo "Wi,eles.
Te!<CQmmunicalion' C.niers (ex~,eptS.LeHileJ:' NA ICS cQde 517210.).

" IS U.S.C, ~ 6J2.

JO See Leller from Jen- W. Glov." Chief C~uu;d I'" Advoc.cy, SBA, 10 Chainnan Williorn E. ".on,,,,L Federal
Communkali""" eoll"ui.,i"'ll (M.)' l~, 1999). The SJIIlIll Bu';ne" Act conla;n.' a definilio)" ~f "'lllaU ~u.inC8'

coooem," which Lhe rtFi\ ;'ll::0'l'0r;;l., mtlo its own defmil.ion of "mull bll'3ines~.~ See j 5 U.S.C. § ~.I2('1 (Small
Bu,ineaa Act); 5 U.S.C. ~ W HJ) (RFA). SBA reguJaliDos iJrtorp"" ",m.1l b1L.in"~' colleenl" 10 include Ii,. conoepl
ofdominance Oil a nIllionol nooi.. lJ C.F.R. ~ 121, 102(b).

" 13 C.F,R. § 1212IJL NAleS cod. ~17110,

" l"'nd. pn TeI<phone Senoice at Llble 5,3.

" 11 CYR. S 121.201, NAICS code 5171 10

1< ])cnds in Telephone Se,vice at Table ,;.~.
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cmplo}·ee~. '.' III addition, 16 calTiers have reported rhal: t.hey are "SIJ~m:l.Te"anl S",v,ce P,'widers," and
all If> ,>Ie e"limale<! 10 haw 1,500 or fewer employee,. In addition, ~~ carm:r. MW ,ep<Jr\e(\ thai they ~re

"Olh", L<>c~i Service Provider,." Of the 44, an estimated ~3 have I ,SOO or fewer ~mpjoyee',,,,..done MS
more Ih"u I .500 employees. Consequently, t.he Commlsslou estim.:>te.llhal '"O.t oompetiliw LECs,
CAP" "Sha=l-T~rllIlil Service Providers," alld "Olher Local Service I"ilvil!er." ~re ~lalJ entilies lhat
may ue :llfcc(c(\ ~y our actiou.

2. WirCIC98 CalTicn and Service Provideno

12 Wir"I~~'.' Service Providers. The SBA has develop..>d :l ;mall busiue~, ,r"" .tandard for
wireless Ilrm~ within lue Iwo broad economic CenirnS e~legorie; of"Paging"" and "CeHul"r and Ot.her
Wirele" Telecommunicalioll,s."J7 Under both calegoric•. Ir.e SBA dc<-m~ a wireless busine,s to ~e ""all
if 11. has 1,500 or fewer employee.. For thfo cemuS ,"11 ~gU(Y ofPaging, CenirnS Bureau dala for 2IJIJ2 .how
that there were 807 firm.'; in lhi' cal~gory th~l '''Peraled lQr the entire yea....'" Of this lolal, 804 fiml~ had
employment of999 or fewer employees, ol1d IIu"e f"IDs had employment of 1,000 employees or more."
Thus, under lhi~ category and ",oociate,j ,m~ll busine8~ .ize 'l1andard, the majority of firms Can bc
considered small. For lhe cen!lU~ categilly (IfCellular and Other Wireless Telecommunications, Census
BIlI~au data for 2002 show thai lh""e w= 1.397 firm.\ in this category that operated focthe entire year."
Of lhis lolal, 1,378 firm' Md emplilyment of 999 or fewer employees, and 19 firms had employmelll (of
I ,000 employ~es or more." TIJII~, n"der lhi" <ecend category and size slandard, the majority of[um.<

can, agaiu, be considered "m~ll.

13. Wi~eless Teleph,)~.'. Wirele:l~ ldeph,m}' includes cellular, personal communlealiooo
services (PCS), and specia)j~eJ mobile radio (SMR) teleph~uy carriers. A.'l noted eadler, lhe SBA has
developed a .mall bu.in••s si"" s~.audard for "Cellular alld Other Wil'eless Telecommmrical iOllS"
.",,-j~....'o Unda rha~ SBA 8m~11 busiuess size Slandard, a bu.ine•• l~ small If il has 1,500 <}I" lewer
~mployee.,,·' Aocmuing 10 Commi• .iou dala, 432 carrierB repOl1ed lhol Iht}, we,,, ",,~"~d in t.he
pr~"lSion of wireless lelephony." We have e.limaled lhat 221 of lhe,c Qrc sm~llllnder lhe SBA smQJl
bn~ill~~~ ;;lz~ 1tQIldard.

"u
.'; t3 C.F.R ~ I~ 1.2<11, NAICS <,ooe 5172 11 (fhis ca",gllry will be ch:mgcJ ro, pofPO'l'" or It" 10Ct7 C~J,"us to
··Wi,do." Te1<:<:ammltnic<uio~. Carriers (exeopl. Sa",lIi",)," NAICS ewe 517210.).

J7 13 C.F,R. § 121.201, NAICS ,,,de .'117212 (fhis ca",gllry "'ill I.e changed ror P"fPO'l'''' or II,,_ 2007 C~lI-'"' lo

"Wi,olcsa Telcoomnlunicaliom C'1T1... (ex«pl ~"",dli",):'NMCS code 51721O.}.

" U.S. Census Bur••u, 2002 Economic e;.,n,u.'. Subje,'l S..-i." "Inronnal.ion," T.ble 5, Employment Size or Firm.
10' the United Sm."",: 2002, NAiCS Me ~1 nIl (;""00 Nov, Z005).

" !d. n", census d.la do Uol provide. mOl< prec;". e'tLm.,le of II,,_ ,wmbe( of firms lhat hIlv~ employmen. of 1,'i00
or fewer employ"",,; tl'" !arg.,.1 c."'gory pJOvided J, f~r firm' with "1000 employees or more,"

<0 U.S, Ce,,,,usBu(eau, 200Z Ec<>nom;e C",,-,o<. Sobiecl S.fie" "IIlfOlIDalion," Tab(e.'l, Enrploymen, Si,e ofFirm<
10' the Uniled Slnl",,: 2002, NAiCS rode.' Inll (i""ed Nov. 2005).

<l Id. The ,-<:IISUS dala do nut PlV,,;d<. a mono pccei;" "..uma", onhe number of firms IhIll have employrntnl of
1,500 or fewer employees; Ille la'll"" "a",gory plVvidcd i; to, fi<m'l Wilh "1000 employe." or more."

., 13 C.F.R, § 121.201, NA1CS c<>do 517112.

" /J

" T"",ri.' i" TeI'ph.'M S~."iceal T.hle 5.3.
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J. SaMlitc Scrviee Provider,

14. Thc Ilrst calegory of Salellite Te1ecommL1Iticali'J"3 "comprise~ e3lablishmenl" primarily
~ugoged in pmvidi"g point-lo-poiot lel"""mmooiCillioo; ,er'ii~e. 10 olher e"labIiBhmenl~in the
Jele.;;ommuoicalioru aud broadca"ho~ ll1do,lric! by fOfWording and receiving eommuDi""lioM <igoal" via
ol _y"em of ~atellites or reselling "'Idlj,~ 'clocommuuicalioru;:~'For Ihi~ ""tegory, Ceo<n. BUlC~U c1;l1~

tor "Om.how IlJallhere were a 10LaI o07l fi,= thai operoled for the ""Iir~ ~~Jr" Oflhj~ tOLaI, 307
finus hOld annual receipt. of onder SilO million, 3ud 26 tlrm~ had reccipl. ,,[ j;l() lIIilli"o to

$24,999,9994' Comeqoeotly, we c<1 imJ!(· Ihallhe m3jorily of Salellile T~iee(mlJnUllicatioo~ fil1ns are
small eutitie, ,hat mi~hll>e affeeled by our aclion.

IS. l'he .~cood calegory ofOther Tele<:('IT\JJ])loicaliou; ··~ompti,~. eslablishnK'llUl primarily
eogaged in (1 ) pr~vid Lng specialized lelec(}mmllDicalirn. appjicolions, such as salellite tracking,
<Xlmmunication~ lelemetry, and radar sl<llioo opeml;ons; or (2) providing salemle le"oinal stal.ioos and
a~,ocialed facjJil.ie, opel1llionally COlloected ... ill, one Or more lerre~lrial <XlmmOOiCilI;(}ns i»'~lem~ and
capable of I.ransmilling lelec(}mmuoicalions 10 f:>{ =dviug lel"""mmuniealion~lrom ~"Iellile sy,lemB.""
Fw thi~ category, CenBo!< Bureau data tor 200'2 .how th.~1 Ihere were a lotal of332 fi11ll~ l""t operaled for
lhe enl.h" year." Oflh;. 101al, ~5\lllm", had annual receipl. of onder $10 million and 1~ tions had
annual reccipl'l 01"$10 million 1(1 ~24,999,999.'0 Consequently, we estimate thallhc m~jo,ity of Orher
Tele<:ommunicalioru; [lImB are sm~ II entilies 1""[ might be 3fleCled b~' our "diDo.

D. Descripll<ln <I( Projected Reportiog, Re"ordketpiog. i1"d other Compliance
ReQltir~ut~m.

16. In Ihe Notice, lhe Commission tentatively e<>nclu<1Cll thal, under a reverse auclion
=dlim;sm. bidders mu~t hold ao ETC designation cOVeri'lg: th" t'd~v~ot g~ographiearea prior to
pMliL.~l'aling ill an auction to determinc higlHO,l support for thai geographic area.so In the ETC
Desi';:lJtlI;()" Order,!he Commission required ETCs designated by the 0Jmm;,~ion10 8ubmil a"nn~II~·

certain in[onn~tionregarding their networks and their use ofuniversal service fund",," Sp~c'liCillly,
every ETC designated by the 0Jmmi~~iNl mU5t .~bmil.l.hc following infonuat;oh <'0 ~n annual ba~i;;:

(I) progr~ss rerom Oil the ETC's tiv~-ycarservice qualily impmv"",c"f\l pl~",

inclndillg maps <:fetailiog progres. Iowan:!. =eliog il~ plan liIJ~elS: JJl

explanalion of how much oniversal Serv ic~ $Upport was reC<'ived ornd h<lw lhe
~oppon wa. ~"ed 10 improve Bign3l qualily, C<J"...-.~e, Or Cilpacily; aod an

" US. Cal,", Bureau, 2002 NArCS Defillltioos, "5\7410 ~a",'lite Tel"""'lUlIDoicadoos·';
hUPJ/www.e",,""s.gcv/epcdlna;cilO2/dd'NDEF517lITM,

., U,So Cen.'u, Boreau, 2002 Economic C.o,u.•. Suhie<;t Seri"", Infcnnauon, "ESl.1bll.hmeol. alld Film S".
(lndnding legal Fonn cfOrganizal;onJ:· To~I.· 4, 1'1 AlCS ccde j 17410 (issued Nov. 2005).

"!d. An addil.iooal 38 firm, had """,-,,<I "~~ip," of $25 lOillicn or mOre.

.. U.S. C"''"", Bureau, 2002 NAJCS DdLniri~ns, ·"17910 OlherTcleccmmunir"lio",··;
hltp,ll",1>W.<dl,0•.&r,'/opcdlo.ic.O2lJoJ7ND lOB I7.HTM.

'"' U.S. Cellsn, Bnl\"u. 2,102 Economic Ceo,us, Subj"",l Series: Informollt>!>. ··[,ublisluno"l and Firm SIze
(Including Lo&,l Form of Orgaoizauon)," Table 4, NAlCS o<:>de .<\79\ I) (i",nedN~v. 200~)

<0 !d. All addilimul 14 lirm~ bod OMuol "",..,clpl'; cU25 m;\lloo or n1£Jre.

Sl Norie"", pam. 12. Scct;nn 254(e) 'Iale!!, In relevalll pan, "~nly an eligible telecollunuoication, c.,-,.ier d~,jgrw.led

UIldt:r ,..,clion 214(e) ,1I"n be eligible 10 receive sp""ific F.&,,,I unive"".l ,..,rvice .upport." 47 usc. ~ "IA(e).

" ETC Designalion O,",,~r, 2D FCC Rcd ,'ll>4n,Appendix C, pan,- 22.
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(~) detailed informal ion on any oulage Iasl ing 3/ ie~;( 30 lninnles, for any I<nvice
area in which an fTC i~ designated for any t"-cililies it owns, operate" leo.c;;. or
olherwj~entilizes 111<11 pl>lellliaJJy .{faot at least t~n perCell( of the end u",,,,
~erved in a design_led sen'jce ar"", or that pOlcnljally aIIe"'. a 911 speciioJ
facility eag defined in "".."",lion (e) oIilection 4.5 "fthe Ou/agr. RepuY/illg
Order)." An onlage i. definC<l~.a significant de!V"dJlioll ullhe abilit,Y Or:ill
end nser In esmMi;h Jud l1l3.intaiu a channel of cou,munic"I;cw; as a resuJ( of
fJihm' N degradaiion in th~ pcrformance of a oommuni"a,joD.j provider's
Hell"wk." Specifically, lhe ETC's annual report mu>( indude: (I) I.he dale and
Jime ofonset of the ontage; (2) ~ briddesclipwn of the outagc and j(~

re:l.:>lu'ion; (J) the particular s(;rvices atT~"led; (4) the geographic al'eas affected
by the Gutage; (3) 8Lep~ loken [0 !""wLlI u .imilar situation in the future; and (6)
(he nUll1ber of crntomen; affecled;

(J) the nnmb~r of requ"'lt., tor ""'"\lice [rom pOleuliaJ customers wiThin il8 ~ervice

area~ lhol Were unfulftlled for the past yern". The ETC mu~t also tictoil how 11
allempted lil provide service to lhose potenlial custoll1er";

(~) the /lumber of complaints per 1,000 hand.a. ,)r lines;

(3) certification lhat the ETC is cOll1plying with ~pplkable~ervice qll3lily
.landards nnd ccnBllmer rmlediol1 lUI~", e.g., the CUA Consumer Code for
WireJe,s Service;"

(6) certification (hnl lhe ETC i, abl" to f\lllction ill emerg"'K)' .iluniioM;"

(7) ce,lilic,lwll fha( (he ETC is offering a local usage pian compil,alJle In Ihat
olfered fly til" mcumbent LEC in Ihe relevant service :lren,; and

(~J cer1 ifical ion thaL lhe cal1iel' aclrnl>wledge~ llial lhe Commi~~i~nmay requ;,.., il
to pJuvide eqnaln=~ 10 10llg di~t31l~ecarrif,rB in the evelll lhai no other
eligible lele..'(llIUllUnicalio'" c"me, i. providing equal acre"s within lhe ~ervke

area."

" See New PM' 4 ~frhe C(}j~mission'8 RuleJ L"Q",-'cming Dimq./iollJ ,,1 Cw",,,unicotloM, RepOlt aTId Order aTId
hrtl,er N,>lie< ~r Pr"l'osed R1Jlemakillg, 19 FCC Red 1~IlJQ, 16923-24, ~ 4,5 (10M) (O'I1~geReporling Ord~r)

"See Outage Reporting Ord", 19 FCC Red >I 16n\ ~ 4.9.

" CTlA, COn8Unl~" CoJ,,/or Wireless Servk~, ~,~i1"ble al. hllp://www,wow-com.oom/pdfThe_Code.pd.1:

" 1£an ETC had nOl prov'ou,l, 'ubmllled a plan demoll,l{;tLing how il. will remain full<qQn.l in ao emergellcy, it
should do '0 willt it!; n:"'1 rerorli~~ wmpliallCe filing.

" ETC Designation Ord.'F, IG FCC Rcd at 6432·34, Append;, Cpom. OJ.
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1.11 the Notice, the Commi"ion 50Ught com",ent on whether Ih~ C,)lnmi~~ion'sETC dc~ignation

""luiremenls shoulJ Jpply 10 all ETCs pm1icipal.ing ill .noliof winning univerBal Bervice
auclions."

E. Steps Taken to MiJliI\li~eSignilicanl Econonlk Impad nn SmMll Enlilie., .nd
Signilitllnl Allcrnalin! Comidered

17. TIle RFA reqnire. an ag(:ncy to describe any significm! alternative' that it h.1S ~oDsidered

ia reachiJlg ii' pmposed approad,. which may include the following four alt~ll1~lives (amoug others): (I)
Ihe establishm~nl ofdiffering compli~n~e ~nd reportillg reqnil'CmenlS Or l.ime,~bIeB that take into aCl'<)unl
th" resoUfC<;! 3v.iiabie IG .mall entities; (2) Ule clarilkalion, C<lnsoljd.:ltio,~Q' simpiiflcation of
compiiance or reponing requirements under th.. mle for smaU enlili",,: 0) (h" n8e ofperfOlmonce, ralht:,­
(han design, >i~ml"rd.; and (4) an exemption frolll eow,age af the nde, Or port Ihe''eof, for small
~ntities."

18. This IRFA seeb COltUllenl f,n how ''ever:lC auction~ C/Juid be i,."pl~men(ed in a iwlltner
\hal ''ednce. the potentiai hurden and cosl of panicip.1tiQn by small entities in the anctiolls. We ai80 seek
C'Jlllment 011 Ihe polenl.ial impJd the u~e of reverbe auc( ions to diBtribul.e high-cast unjwI8~1 aervice
~upponwouid have On Bm:J.il ellil tie.. In the Notice, the CO)lunj~sion offers seYer"l ,dteru..hves that
might minimize iignilic"nt ecou'Jlllic impact Oll ETCs, some "f which migl" be "lull entH ies. For
example, the Commi3&jon di.~usse. proposals to lI/;e rcblively ~man g~ogmphic Jr~a; JB lile area~ 10 be
auclionOO. Jnd ~peciflCJlly .~eb COIlUllenl on how Ihe .ire of Ihe ~~og<1lphic "rca all'ects th" ability of
Bmall eutil jes to participate in aUC(iOLl~..;.:) The Commission 31!o 'eeb C<lmmenl On various method, of
setting r~...rve prices based OJ, cUl1'enl ievel8 of high-co~t.~upporr, aud tentatively conclude, Ih"1 the
re8(;rYt price jhonld be sel: at di6aggregated ...pport "mounts jf (h~ "'<:\Ito be auclion.,j is smaller (h;in ,he
il,oumOe", LEe's 8tndy "rea.0'

F, Federal Rilles that "'By Dbpliellte) Overlap, or Cnunid ...ith the Propo6~d Rnle'

19. N"Jl'.

"Natice,p.ros, 28-34.

" See 5 U,S.c. ~ 603(c).

"Nol.lce, para, 20_21.

" Jd"p.,a, 39,
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STATEMENT OF
CHAIRMAN KEVIN J. MARTIN

Re: High-Cost Univemll Se"'i"" S~ppQrt: Federal-State Joint Board On Uni""r.jal Service, Nolice of
Proposed RIIlemakillg. WC DOC""l N", 05·337; CC Docket No. 96-45, FCC 08-22 (JQim Board
C,>,";m'heN.<i", lfigh Cost RecommJ"ded D~cisio"NoNce).

Re: High-Cf'." U"iversal Service Support; Fe,].:rul-Slo1lf .1"/111 Board on Uni-.wsal &rv/"e, Notice of
Propo>e<i Ru!e",aking, WC Docket No. 05-337: CC Docket No. 96-45, FCC 08-4 (Identical
!>\JP/'<JJ'! Rule No/ice).

Re: HIg~Cos' UJJi"ersal Service Slipporl; FedmJ/-!>j,l/e Joi"l Board on U~iW.!rsal Service, Notice Qf
Proposed Ru!emoking, WC Docke; Nc. 05-JJ7: ('C [J()Cket No. 96-45, }'CC 08·5 fRt"~""

Auctions NO/Ice).

Today, I.he COlUJJji,~;o" udcpl6 several proposals to refon" Ih~ h;gh-<;t)~1 univcmal service
prog.raill. II i~ e~..:n.lial thaT w~ I~kc ;11;1 ions thai pr",el've and advan(;e the b~"elit" of I.he u,uven;al
~el'VlCe pmgram.

The Uni~ro S:.al.es and the Co'"rnissioll have a long history ~L1d tr~di,ion of ""sllring I.hat rurn!
al'ea. of Thc ~ounL"y are co,mecled and haY<' similar opporlunit;e.< f"" commnnic'allOnB as olller area.. Oar
uuive,.~.1 "",....ice program must contillue to prOmOI., inVl'.lmenl. in rural A",eriC<l." iDfraS~rudure and
ensure acoe88 Wtdoconunun!calion.< service, lhal a..... =parabk 10 those available in urb~n area~ lo<!ay,
~s well JS providl> a pJa!fonn for delivery of .dv.nc~C """....·lces.

Chanse~ in technology and in(;reas(;~ in d,~ tlumb..... of carriers Ihal receive ulli~~","1 =vice
snpport, h"wever, have pillced 8ignificanl pt",snre on th<l ~Iabllity 01' Ihe Fund, A l.,-ge 3nd r1Ipidly
growing portion of Ih~ high-c~.1 OUppOl1. program Is 110'" Jevoled to supporting mullipie C(1l1lpelitor< 10
,erve areas in which cools ar" prohibitively expensive f"r e""n One carrier. These addil i.:lll~l networks
don'l. rwelve SUPPOI'1 bOled ~n 'he" own cosl~, bllt rather on Ihe oo,ls pf Ih... m...'Ulllbelll pr~vider, even if
Ihelr C(1st, ofpmviding servi(;e are IQwer. In addition In r<lCOlllDll"ldlng all inlerim cap, Ihe ]"int Boar.,
has recognized Ihe problelll~ 01' maintaining Ihls idemlcal811pport ,ul~.

r am suppol'1ive of sevcrollneans of compreherulive rdGnn t,>r [he universal >l<o'nice progmm. J
h.ve dreulaled amOHg my colleague" ,1. the COmmi88ioll all O ..dl>" ,h~t ,Jopt~ the reCOHunelldation of the
Joinl B"'ll'd to place an interim cap on Ih~ "mollnl ~f high·(;o~t ~upport availQble to oompeHlive ETC,.
And T",l~y we adopt ~ N~tice of l'ropo&ed Rulcmakulg thai would require_ that hlgh-cosl suppor1 be bo.<ed
C>Jl a ~o.rrier', own cosls in Ihe Same way Ih~1 run-I phone compani,,~' supporti, b.,e<!. I'm supportive of
tim h meaSl1N8 as ~ means I~ coniain the greoWlh of unive!1l~1~ervice in order t<l pn'",-'1ve ;ll,d sdva"ee the
bencfi[~ ot" [he fuud Bud protect the ability of P'X'p1e ill )'11131 areas to conl-inue 10 be connected.

I conl.inu~ I~ beli~ve ~"" loog-Ienn answer for I'et"orm of high-<;()~tuniversAl :l<'J",'ice ,upport is to
move to a reverse ou~tipn m>'thodology. I believe Ihal Tlwen;e ~u(;lions could ['nJvide a 'edmologically
und competil.ivdy n~Ulr,11Iliea'L' of conl.l'olling I.he (;urrenl gro"'1h in Ih~ fund "nd ensuring J move t~

mOSI. cflicle"t lechuologies ov..... lime, Accordiug!y, I alll plcus~d lhal we adopttoday'~ NOlice of
Pr~posedRulem"kir.g '<l use reve!1le alle!i~llil 10 distribute univerilal,jervlce support.
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STATEMENT OF
COMMISSIONER MICHAEL ,J. COPPS.

APPROVING IN FCC 08-22
APPROVING IN FCC 08-4

APPROVING IN PART,DISSENTING IN PART IN FCC 08-5

FCC 08-5

R~: H;g~-Cn.'1 Universal Selv;ce Support; Federal-Slale J~inr BO<1rJ 1'>" U"i''''5a; Se1v;a, Notice of
Prop~'cd Rulemaking, we Docket No. 05-]37; ee Dod,," No, 96-45, FCC 0~_22 (Joinl Board
CQmp,..hen,.;ve High CoslRecoml!lel!ded Decision Nl>Ii<'.j (Apprcwingl

Rc: High-Co~'IUnili(!r~alServ;ce Suppor;; Federol-SIQle Joillt Board on UII;li(!rsal Serv;c~, Nol.ice of
Proposed Rul=kill[(- we Dock'" Nc>. 05-3 .• 7; CC Dod:el No. 96-45, FCC 08-4 (lden/icill
Support Rule NOli,,~) tAppn:>~illg)

Re: High-Cost Universal Servi,x S,<pp'HI. F(dV(II-S(u.te Join; Board on Universal Service, NOlice oj'
Propo.se<J Rulemllkjng, we D~d'" No. 03-337, CC Dockel No, 96-45, FCC 08-5 (ReverSf
Auctions No/;ee) (Approving in Part, Di~~~nring ill Part).

The Commj~~ion"dopl< md s""k, L"'nm~ntQn three No(jce~ ofPn)po~edRulemakillg
concemillg: Ihe Federal-SI~IC .Joint B",mi ,In Uni veNal S"""ice'~ (Joinl. Board) recommendalion (,II
cQrnprehenslve reIonn of the bjgh-c,'~l Uni vel'""l So<rvic~ support mcchanism; Ihe eliminalion "f 'he
"Identic"l Support" lule; ~nd 1he me,i!" ot" usitljl; ,eVeNe aUclion~ in di~tributing high..cosi. supporl 10
eligible tekcommuTlicatlon~cllJTie,~ (ETC<). I am pleased rhallhc Connnisslollioday iniliale~alllhree
NPRM~ ~imultane~ll~lya< I have long believed Ihal Urrive!l!uJ Service 'efonn mu<1 be dOlle in a
c"mp,,-hen~iw. ,yslemulic ltlaJUler. I wrHe here (0 express my ,1~",·. Oll "lllhree pr~c~edjng!_

1 n)J]'inu~ (0 believe lhat there are a vaJ'icly ofways to promo'e Vnlwra"l Servke and at the ~"-me

lime e1ll'Ure (lIe ,u~lain"bilily and integrily of I.he flmd, I believe much would b~ accompli.hed if the
ec,mmi..ion ,..",,'" '0 iuclnde broadband Qn bolll the di"'-ribulion :md con'rib"l;on ~i<1c of Ihe ledger;
eliminate (he Idell(ical Support rule; and increase its oversight &nd aUditing of (he lugh-co'( fund.
Additionall y, C<lngJ",,~ional aulhorizaliQn 1.0 permil (he a~~e~~I"ent of Vni v,""al SerYLce c<mlribntlons on
in(r~ol:l(c:lowell as inter!t"-te revellue would be a valuable [001 for 'UppO,(irIj!; bw.d!)J.nd

That h,-ing said, I.he JOillt Boord made all a~~ortment ofrec~mLn~ndari<'n~<'f it; own. I agreed
wilh ~ome of (hem "nd nol wil.h othel".lu my view, I.hc most importanl port of (he recolllmeLldal.ion ls It;
inclusion of broadband a. part ofUSF for Ihe 21'" CelltutY- My vi~,w< on Ihe recommendalioll are
explained in further detail in my ,Inle",,,,,r llia' acoomr~nicd Ihe Joint Board'~ recommendal.ion md
which is attached a~ au appendix I" 'h" NPR1>-l aoopLoo t<)day. I believe Ihe recommendation merils
fllJ1her action by Ihc Commission, a"d Iheref",,,, I .m pleased 10 BllppOJ1 the NPRM initiated loday.

LeI me briefly lake lhil opportuuily 1<) tlLallk- 1he member;; of the Jolnt Board who worked
(irclCSllly <In Ihe dlft'jcult ta-lk of developi~ga wmprehenslve proposal for tile FCC'~ considerarion 1
congr"lulale Chairwoman T~'e fo. her !ca<ien>hip in bringlng the~e recommendations 10 Ihe Cmnmi88iotl.
We are all d~'Ply lndebled to her co·~hai,. e"mLni"i"m:r Ray Baum of Oregon, for hi~ lirele~~ and
energetic work in shepherding 'he .Joint [l~~rdlQw"rd consell;;u~ Oil many items. And I want 10 pay
Il'ibute 10 the always vislQI.llry ye( prJ":(i~nl et1'oru (If the mdefaligable Billy Jack Gregg who~e endle>;;
good counsel is sewnlhrongh,)ut the J"im BoMd's ,ecornmcndallonB.

Wilh reilJ'nllo (he NPRM on Ihe Identic"l Supp<Jr1 rul~, it ls dc~r Ie> me Ih~t rhe ,{'~t; ofinve<ling
,tid m"jJllaini~gwi,de.. and wuehue infr.sl.rucl.nre are inherently diff"",,,'. I beli~"e rhol wireles6 can
a"d should be a part ofUniversal Service, bllt Ihe ri'tte he;; oome LO pol no elld I" the lrtan'mal and co",-Iy
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sysl"m of;uppQrtil\g wireless carriers based f)Jl Ihe m.1 of wireline incumbents. I lherefore am supporliv<:
of Ihe lelll~li ve c<mclu~ion Ihal we elilllillale Ihig rule. The NPRM j.l particularly importont becau.e it
seeks COmm= On how be;;l. 10 ,~place Ihl, rule and in particular Ih~ melhodologie.! by whleh CETCs
&hould be able to lllOJver cosl~ for UniveN~1 Se""ke oupport purpOlle.,

Tho NPRM 0" r~v~r,~allolions is much mOre ofa mixed bag. On the 0"_ h~nd, (support Ih"
Commis;;!o"'s decision 10 reek ~omment on Ihe merils ofI~VCr8eaucl!o". a. a mel h~d [0' Jiic,lbutl"g
higlJ.Cosl. Universal Service 'upport. The Joinl. Board spenl a gu,al d~"l of lime examining th" use of
",verse auctlom, bUll mmt s~y ,hal OUr review ral.ed in llly mll1U many mOre questioru; Ih,au it answered.
J7<:'I j".l:mce, how do we ~ru:ure th~t lhe winning bidder provides adequate qualily of gervice? Whal
hoppM' if Ih~ winner later decide, it is no longer profitable 10 eon'inue its operaIion? And who will b~
=poUl.ible for establishing the rule. ~nd enforoing them~ [roni~311y. this purpOltedly markef-b&sed
approad, ,tnkes me as hyper-regulato]}' For Ihe.e rea~ofl.'l, 1mu~t Ji,'ent from the NPRM's klll"I;V~

Ilondw;km Ihat lhe Commission shonld dc~~J(lp ail ~nction mechanism 10 detenl1ine high-oost <"ppM. I
Oeli<:,·e 'hat the options I oullined ab,w~il1dudillg broadband a~ part ofUniw",al Service; eliJllill~li,l!\

of the ldenl kal Support rule; .tepped-.np ~e"oun!ing over.lght; and Congre ....ional acli<;", to enable
UniveNal SeJvice coHeciio1l8 On an inlr'lst.l.t" ~s well as an inlernlate ~j~ p,r)vjd~" m'Jre effective Qud
le~~ di''''pli~e approach to Uuivel'll~1 Service '" [mm,

The good news i, that thew three items, partie'llarly the Joint &~rd ,,'wmntendatiou, put the
urgent need for com!lrehen,ive Uni~ernal Service refonn ~quarel)' in frout of Ihe COJllmission. I hope lhe
FCC will deo] w;lh lhes" =mmendalion~ expeditiou'ly ~nd comprehensively. This i~ no place for
piecemeal aClion;. We u~ed to think expallSively and creatively about implementing the p"lh-b,~:lking

bn'adb~!ld deci.ion thaI h" nOw been pre.euted to u•. This cou~1 rJ desperately ~eeds a CODJprehen.'he
b"'ndomd slmlegy. The Joi'" Doard reCOmmend&Iioo. pro,'ide, lhe opportunily for the FCC 10 move
'<lw~rd 8uch ~ strategy, working wilh oW" {lWll roles and making 'uggesIlo1l8 to ConglllSg in tho"~ ~=.

where legislative aclion may be requi"'d I" ensure such a strategy. I am looking forw~rd 10 w0l'king ..·ilh
my colleagues in order to 111m these pr~po~al~ inLo worbble ""lutiolls
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STATEMENT or
COMMISSIONER ,JONATHAN S, ADEL.<;TEIN,

APPUOVING IN FCC 08-21
APPROVING IN FCC 08-~

CONCURRING IN PART, DISSENTING IN PART IN .I<'CC 08-5

FCC 08-5

Rc: High-Cost Universal Senile;, Slipp<'rI: Federal-State Joint Board on Uniwrsal Selvice, Notice of
Pmpo~edRulemakiug, WC D<lcket N<l,I)~-337; CC O<Jcket N<l, 96-45, FCC 1)8-22 (Join' Board
Comprehen,<il'e High Cust RecollimendfJ Decision Noliee) (Approvi",gj.

Re: High-Cost Uniwr.m! Service Support; F~derul"<"lale Jolnl Bom.,} on U"t''<f",,1 Service, Nolicc of
Propo,!ed Rul"making, WC Docket No.1)5-~J'I:CC Dodcl No. 96-45, .FCC 08-4 (Id~nlical

Support R"le N<',lee) (Approving).

R~: High-Cost Unjvem.!I.S~rvieeSllppor!; Fedel7!l..~'M'" ./oi"l Board on Universal &rv,~~, NOliee of
PropoBed Rnlemak!llg, WC Docket No. 05-337; CC Docu,1 No, 96-45, FCC O~-5 IRe...ne
AwiioM Noliee) (Con~lUring in Poll, Dissenting in Part),

Throngh Ih"Se Nolice", the C"mmi~~ion ,eeb comment On po:>leliliaily profound ~hangcs 10 lhe
Univers,l Ser\'i"" High Cooi pro!lt".w While! am nol. wilhoul re~e)V"1 iOll> ,ooulllOme of il,e prOP05.11>
in these il"rm. I am pie~~ed thai. the Commission is eng'ging in serious "oo:;idemlioll ofhow to p",.servc
a.nd advaJlce ll"iv",~al ,ervice, one of the bedrock prillciple~ ofU.S. td"""mmwllcations policy, I,m
particularll' ~nc('lur~ged thai the Commissio:>n is ~eekiugCOlhlnenl Ol\ the rt:~ommelldations of the F<)(kr~l­

Sltll.c JOinl BO-'N on Universal Service (Joint D(l",-d), "nd Ilhanl:: the member. of the Joinl. BoanJ for Iheir
con<iderahle ~ff<lrls '" bring n~ lhi. Recommended Dec'.lio",

Congress and the Coltuulssion recognized ~arly ou Ih~llhe economic, Boci.!. and puhlic heahh
benefil.s of the te!ecolhlnllnicalions nelworl!. ar,;: j""re,,",ed for all subllCrib<:r~ by the "ddilion (Jf clICh new
S\lb~criber. In Seclion 254 of Ih~ Cpmmunicalions Acl.. Co:>ngres~ aflinned the bltllld principle ibnl
"consmnern in all region~ of the 'l.1ILon. , . ahould have ""cess to t:eleco:>nunullicalio,,< and inf<mnalion
;;ervicea ... ibal. are l"aoonabl)' <XImparable to Ih""" servicc..' provided in urb"" ~reas anJ I. h:ll are
available al.rnl.-Cl> that are reA:l<:'MlJly comparable 10 r,t"'l ci"""ged for "milar ~ervices jnlli'b~uareaB."
1m)'lementiug wllv",,,~l s~""ic~ :IS intended by Congress in Scclipn 254 afthe .Ad is among the highe~

priorities for Ihe Commission.

Tile tJsk before u~ - ensuring Ih~ conlinued vj(~Jity or univel"snl service - iB pa.rticularly
i",pOl1anl us t'X'huo!ogy and lhe markl placc ,('nli""e 10 evolve. One "hokes in Ihis proceeding will b.:lve
a dr~m..tic effect on I.he ability of cOlllllluni,j~.;mdoonaumcrs ill Rural Amelica 10 thrive and gww Wilh
lhe '''"I Oflh~ co:>W!try. Hi.lory has .hown 1Il.il1 rnlIny rum! consume,"" wonld bc left bd,ind iIi'. weren't
fo:>r the support ""de available lhrou&b our uni"er,al service policies.

The Joint D('I"nl'. Rec",nm""ded Deciiion 1'01' comprehensive refona of the high cool. ~npport
mecMlli.m- and, in pm1i<;uinr, the deci~ioll io includ~. broadband a. a sll~~rtcd ;;.,.-vi"" - is a Ia:ndmal'k
developmenl.. I have loug 'rgued lhat lhe univeraa.1 servi<:e ftJlld is au integral compullent of our eITe>rts to:>
meet the broadbond ch~llengc, So:>, the deci~ioll to ell,b, ,lce broiUl~and, lilrongh the lisl of~upported
~erv!cesand ,'hrough t"'l!cled Widing for unserved ~reaB, and the l''X'ognilioll of the effeclh'ell"Ss of lhe
"""""I Hi&b COil Loop Fund in suppo:>r1.ing the cajJilol C<HI; of proviiling broadbnnd-cap"ble 10l')'
fadlil ies for rural carrie,"" are en,'ouraging developmenls.

I mu~l e;<pleSS a degree of r"IlC1\-'alion ove,' lhe mnounl of~upportaJlocaled lo the Broad~a.lld

Fuud, nmong olher limiltllionR On support. Mainlaining our cOlUmillllent io connecli,'il y, partieulJ.dy in
lhe bro~dband nge, ii more impOl!,nl I. h:ln ever, and il,e Comrnisoion musl sl~rl 10 provide realisti,'
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a<>e'<menls of whaJ will be required. To lhal end, 1 am also concemed ab~llt lhe impact of!'everse
~uc:ioJn.; ~nd whelher snch mechanisms can provide adequate inccnlives for build oul. in Rural A'flerica,
I'D" the,e re~S(ms, I dissent from the tenlnlive ~onciusions in the separate Reverse ,\uctions NQti"".
While 1 appreciate the majorily's willingnl:"" !oJ fksh out details Qf their rever.;e auclton l'",posal, I
cannot support th~se premature tentative ~oJlldu~i"n", and would have pretened a lllG,e balanced
presentation of the pl)lential dl$advaUlages ofsucll an approach.

There remain lnany <IUCbUOns abonllhe Recolllm~lIdeJDed~i{'nwd details to b~ wlIcd. While r
l'e.<el"'ie judgmcm On llIllny of the proposals, lhere Is mu"h here thai waLl'anls careful consideration. The
Joinl Board ha~ ",{",nlcd wil h many difficull i88ues, including the unique role ofproviders of 18~1 resort.
C(lmpemmlion [or multipk pruvider8, alld ~le role of I.he Slal~, in fo.'lering JlIliv""al service, ~Hd 1 IlX'k
fo....'cud to ~ceking comment on Iheir reC<lmmendalioM, I .o..!lrCle wil h the Joint. Board '8 l"comm""dati""
~n Ihe identioal aupportlUU, and 'upport.lhe &:parate Notice se~king commenl on altemative ~ppro~ches_

Aa we move fOlward with Ihe,e proceedillgs at the Commission, I wonld like to ex~,,,,," my
~incCJ'"gralitude 10 "Illh" members aLld .~raff of I.he Joint Boord. The J"int Bourd. lind lhe many partie<
who p:1I't idpalcd ill ~lose pmc<lf><lings, COWIg<:d in a 10llg and arduous eff()rt 1(1 pring ns these
reCODllnelldatioll!l. I know thal WC will bend" nonsiderably from iheir expertj"" Iilld judgmenl, and I look
forward to the "(IDling di,l(lgue on these propo~al~ with our stale commi..ion coIL~agues, COWlUluers,
providers, a"d the mUll" "Ih~n; with a stake inlhe fulul" ofuniversallltT\'icc.
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STATEMENT OF
COMMISSIONER DEBORAII TAYLOR TATE

FCC OS.5

Re, High-Cosl Uni~rslJlSereice Supporl; Fedtmf-SloJl~ J"int Board on Universal &",ic~. NOT;~e of
Pr"Vo~edRulenlaking, we Docket 1'1<:> 05-337; L'C D<l~~et 1'1<:>. 96-45, FCC 08-22 (JOi"l Board
C"JJjprehell.siw High CO~'I Recmnmended Decision Nolice) (Approving).

Re: Hig"-Cost Universal &,..";c,, Supporl: Federal-State Joinl Board "" U"iw;rsal SerYic~, NOlice of
Propo.eu Rul<.'lllaking, we D<lC~d No. 05-337; ee Dockel No. %-45, FCC 08-4 (ldenlical
Siopprm Rr"~ Norice) (Approving).

Re: High- CO.J;! Universal SerYice Support; Pede'al-StIlt<> Jotnt BOolro vtJ Univasal Sereice, Nolice of
Pr0p<l:l<'d Rnlemaking, we Dockd No. fJ5_3J7: ce Docke! No. 96-45, FCC 08-5 (R1'Verse
Auclian., N<JJia) (Approving).

AB Federnl Chair of (he F~de:r~I-St"te Joinl Bo~ro rm Univer>;al Service (Jr,illl Hoard) [am
parliculariy pleased thai. we are I."kiag Chi. significant step forward in Ihe journey J~w.. ,d compreh"n~iv"

ret'>nn of ~,e high-cOlit IInivel'9~r .e,Yice prog<am. Tlti. is an lmrort~n!. Prollr:1IIl at ~,e hean of rural
America. Its purpooe, 10 conneLl "IL Americans to te1ecOlnmuniCJli,'n~ al affordable rates, has over ~,e

year~ p~nlli tted pf,(lplc lI:> be COllne~ted even in rurnl and relllOie pari> of<mr nalion. Going fOl...-ard, ~,e

Unive",al SCI"i ice l'ulld will continn" (0 playa critical and incre.1lling l'Jle in one ofour lop priori~e, Jt

I.he eOIll,"i"ioll - enconraging broadbend deplo}'IIlenl. to o!i ~oJmel'1 of America.

Specil'i<;ally, we seek commelll on the r~C<lmmendalion of ~le Joint Board regarding
comprehen"ivc r<:fonl! of high-cosi. un;ver...l ~ervice snpport. It is alBo gignificanllhai we a)'t\
incorporate by reference the Idelltical Slipporl NPRJo,f and RioCWrs~Alicliol'U NPRM. lm'iuding ~,e rec.m!s
to be developed in re~poJl"e 10 ~,ose NPIU.f., I kKJK: forward to receiving public' iU~1I1 and examining
Ihese iSBues.

I wonld lill:<, tllltl:lnk my Co-Chair, Commi";o""r R.Jy BaUD! of ~'" Greg"" Pnblic Utilily
Connnission. I "Hj e.;pc"ially pieased that all eigh!. loilll B()II!'d members, large and ;1Il~llIlUral and
nrb"nld('lnN Jnd recipient, w"'" ..ble 10 COme 10 Ihi. c.:m."..,.u~ ~nd hope ~,i~ will JJ1[Ive uS forward and
proyjde !he basic bnilding blocb for fundamenlal Icfllm\ (0 ell.'lure Fund slabilily:md yjebilily in a
r''''a1ly ,c~pOll.'liblemaimer. All of the Join! Board Lllember>; de,erve prnise for ~leir ceommitmen' to (he
in-deplh ana!)'!;i. ofthese compiex i~~ue:;. their desire 10 po,il ively alfect public policy &nd 10 Illake
deci,i<m, in I.he public inlerest in ~ Ihon~h(lU I ~nd deliber~tiye lll"llJler. They shollid all he wlllmerrdcd
for I.heil commitment 10 serve on Ihe Joint Board in addition 10 their lUD lime po.ilions"" gt\Vcnunelll
officialo,
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Federal COIDIDUllicQtion~Commisllion

STA'l'ICM"NTOF
COMMISSIONER ROBERT M. MCDOWELL

FCC 03_5

Re: High-Cost Universal Su,'i~e Support; Federal-Siale .foint Boord on U'li~ersal Service, Nolice of
Prupo~edRulemaking, we Dockel No. 05-337; CC O[>("LlI NO). 96-45, FCC 08-22 (loint Board
CQmpreneniive High Cast Re",Jmme",ied Decision NOlie,,) (Approving).

Ite: High·ellsl (ini""r,i"i Service .SuPl'Qfr; Federtli-SttJle Jolm Boord On Universal Sendee, NOlice of
Propo."'<J Rui<:making, we Docket No. 05-337; ee Docket No, 96-45, Fee 08·4 (!J~,,,h,1

Support R"'e NfJtice) (Approving)

Re: Higll-Cost U"i_e!'!'ai Service SuppaYI; Federal"S/a/e ,foinl Board on Un, .-e!'Nl &Y~iee, Nolice of
Prop06ed Ru!emokiog, we Docket No. 0'<-337; ce Dock'" No. 96-4,;, FCC 08-5 (Reverse
Auctions Notice) (Approving).

I have cOJj~j,t""t1y Slated Ihal, while ,he Univer""l Servke ~ystem ha~ been insl'llmCnrJI ill
keerj~ Americallll conm:c!.:d and improving iheir quality oflife, rhi, sy~tem is in dire ""ed or
complehensive refonn. I have rruinrained I.hal we musl foil"", five principles when cons;d.,-j~g refomm
lo ihe UJl;w.. ~a1 S<:rVice Fund. We mu.!: (I) siow Ute growlh of the Fund; (2) peIDlllnen[iy broaden the
bose ofconlTit>ulJrs: (3) reduce Ihe coniribllli(>n t>urJen for an, ifposoible; (4) ensure competilive
neul.l'llJily; 81l<j (~) eliminMe wasl.e, fmud ~"d "buse. A nnmber of propoSQls haye !reen pul. forth,
particulal'ly the Joint Board'~ recommendaTiDtI,\ f'Jr comprehen~ive refonn senl to the Conunission on
November 19, 200.,.

By adopling the.e IIIJ'e<' llDlices of propos.:d rulemaking, we ~re moving fOlward 10 advance
~~ccific reforms to Ihe way Ihe Unive~ai Sel....ice Hi~ ('(>61 Fund Is adlllinisler"d. I favor ~

~oll\prehew;ive approach wb<,e "'e can cOllllider ail idca~ ""d "p,ions for refonn of this important
pro['Xam. This y""r lhe Commi",~ion has all hisloric Oppor1lL~ily lo implemenl meJIli"Bf1ll ~nd l"-~ting

fiscal rriOlm Ihal balances staJ:el>oldel~' concerns and pro",,,te, the inlere61s ofCollsume,,,_ W~ should
seire Ihi. oppOl1~nity and take a bold ~tep forward,
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