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L INTRODUCTION

1. In this Metice of Proposed Rolemaking (Nodee), we seek comment on ways to reform e
high-cost universal service program. Specifically, we seck comment on the recominendation of the
Federal-State Joint Board on Universal Service (Joint Board) regarding comprehensive reform of high-
cosl wniversal service supporl.! We also incorporate into this Notice the following two Notices of
Proposed Rulemaking (NPRMs): (1) the Notice of Proposed Rulemaking released by the Commission on
Tanuary 29, 2008, which seeks comment on the Commisgion’s rules governing the amouni of high-cost
universal service support provided to eligible telecommunications carriers {ETCs), including elimination
of the “identical support rule;” and (2) the Notice of Proposcd Rulemaking released by the Commission
on January 29, 2008, which seeks comment on whether and how Io iinplement reverse auctions (a form of
competitive bidding) as the disbursement mechaniem for detenmining 1he amount of high-cosi universal
service support for ETCs serving raral, insular, and high-cost sreas.” We also will incorporate the records
developed in response to those Notices of Proposed Rulemaking inte this proceading. We nole, however,

“that snch incorporation of these two NPRMs does not change or otherwise affect, and we expressly
preserve, Lhe posilions of Lie Commission members with repard 1o those particular NFRMs and the Joint
Board’s recommendation.

! Federal-State Joini Board on Universal Service, WC Docket No, 05-337, CC Dockel No. 2645, Recouunended
Decision, FCC 07]-4 (Fed.-Rtate J1. BA,, ml. Nov. 20, 2007 (Rerpmmended Docision) (olached pe Appendin A),

® High-Cosr Ustiversut Service Support; Federal-Svate Joint Board on Universal Service, WU Docket No, D5-337,
CC Docketl No. 96-45, RHolice of Proposed Rulemakiug, FCC 0B {rel. Jan. 29, 2008) (Mdenticul Supporf Kule
NFRM), High-Cort Universat S2rvice Support: Federal-State Joiut Board on Universef Senvive, WU Dockel Ne.
03-337, CC Docket No. 96-45, Noiice of Proposed Rolemaking, JUC 045-3 [rel. Jan. 29, 2008} | Reverse Awclions

NPRM).
No. of Sopias rocd QM J
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IL. BACKGROUND

2 in the Telacarununicaiiang Act of 1996 (1996 Act), Congress soughlt Lo preserve and
advance universal service while, at the same (ime, opening all ielecommunicalions markets to
competition.’ Section 254(h) of the Act, which was added by the 1996 Act, direcls ihe Joint Board and
tlie Commission to bese policies for the preservation and advancement of nuiversal service on several
general principles, plus other principles (hat the Commission may establish* Among other things, there
should be specille, prediclable, and sufficient federal and state universal service support mechanisms;
quality services should be available at just, reasonable, and affordable raies; and consumers in all regions
of the nation shonld have access to iglecommilnications Services that me reasonably comparable to those
services provided i urban areas at reasonably comparable 1ates.® Section 254(e) of the Act provides that
only ETCs deaignaled under section 214(e} shall be eligible to recejve federal universal service support,
and thal any such support should be explicit end sufficient to aclieve Ihe purposes of thal section.”

3. In 2002, the Coumnission asked the Joint Beard lo review cerlain of the Comomisaion's
rules related to the high-cost universal service snpport mechanisms.” Aanong other thinga the
Commission asked 1he Jomt Board Lo review the Comnmission's 1ulea relaling 1o high-cosl pmversal
service support jn study areas in which a compelitive ETC provides service.® lu respouse. Hie Joint Board
made a noinber of recommendations conceming ihe desipnanon of ETCs 1o high-codt areas, but declived
to recommend Lhal the Couunissiou inodify the basis of support (i.e., the melhodology used Lo caloulele
support) in study areas with mnliiple ETCs.® Insiead, the Joint Board recomizeuded that it and the
Clommission conlinue Lo consider possible modifications 1o the basie of suppon for competitive ETCs as
part of an overall review of the ligh-cost support mechanisms Tor roral aud non-rural carriers.”

4. In 2004, the Commiseion geked the Joint Board to review the Comunission’s rules relating
t 1he Ingh-coal universal service support inechanisins for mual carmiers and W determine the appropriale
ruyal iechanism lo succeed 1he plan adopled in the Rwnf Tusk Faree Order ' Tu August 2004, (he Joint
Board sought comment on issues the Commisaion referred ta it relaced ta the ngh-cost universal service

' Teleeammunications Acl of 19946, Pub. L. Ne. [04-104, 110 Sdal. 56 {1996 Aci). The 1996 At amended e
Communicarions Actof (934, 47 US.C. § 151, of seg. (Counnunicalions Actor Acf).

“Lee AT UVS.C 5 234(h).

P47 U8.C. § 254 (KLY (3, (3).

L4758 214f2), 2544e).

" Sce Fedarul-Stare Joint Board on Universal Service, CC Docket No. 96-45, Order, 17 FCC Red 22642 (2002).
"I

¥ Sow Forderal-Stare Joine Board on {niversal Service, CC Dockel No, $6-43, Recommended Devision. 19 FCC Red
4257 | Fed.-Swue i Bd. 2001,

1 1 at 4294, para. B8.

I\ Sew Federal-Swate Joinf Board on Universal Service, CC Dockel Ho. 96-45, Onder, 19 FCC Bed 11535, pama. |
{2004) (Rural Referral Order); Federal State Joint Board on Universal Service, Multi-dssociation Group (MAG)
Plan for Regulation of Intersiate Services of Non-Price Cap fneumbent Loecal Exchange Corviers and Iersrohangs
Carriers, Fourteenth Report and Order, Twenty-Second Order an Reconsidemtion, and Forther Nodice of Proposed
Rulemaking in CC Docket No. 96-45, and Report and Order in CC Docket No. 00-236, |6 FCC Red 11244, 112648-
T3 (2001) (Rurad Task Force Order), see alvo Federnl-State Joint Board on Universal Service; High-Cost Universal
Service Support, OC Docket No, 96-45, WC Duckel No, 05-337, Urder. 21 FCC Red £5]4 (2006) (extanding the
Riwal Task Force Order plan).

L]
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suppor. mechanisms for rmal carrers.'? The Joint Board also specifically soughi commenr on the
melhodology for calculating support for ETCs in competitive study aress.” Siuce that tine, the Joint
Board has sought eoumnent ol a variely of specilic proposals for addressing the issues of umiversal service
suppod. [or rural caniers and the basis of support for compelilive ETCs, mcluding proposals developed by
members and slaff of the Joinl Board, as well as the use of reverse auctions (competitive bidding) 1o
determine high-cost universal service funding 1o ETCs.™

5. On May 1, 2007, the Joiut Board recommended thal the Commission adopt an interim
cap on high-cosl universal service supponi. proyided to compelilive ETCe 1o siem the dramalic growih in
high-cost supporl.”® Speciflcally, the Toiut Board recoinmended 1hat tlie Commissjon cap the amount of
support that competilive ET'Cs may receive for each state based on the aversge level of compelitive ETC
support distributed in that siate in 2006." The Joint Board Farther recoinmended (et the intefim cap
apply until one vear from the date that the Joint Board makes its recommendation regarding
comprehensive and fiundamental high-cost universal service reform.'"” The Joini. Board also recommended
that the Commission consider abandoning or medifying the so-called “identical support” rule in any
reforn il ulthnately adopts.'® On May 14, 2007, the Commiesion relcased a Nolice of Proposed
Rulemaking, seeking comment. on the Joint Board®s recommendation reganding (e interim cap on
competitive ETC support."”

6. In a companion Public Notice, released May |, 2007, the Joiot Board soughi commenl oo
various proposals 10 reform ihe high-cost univeraal service supporl mechamisma. * Specifically the Joint
Board sought coinment on (he following issues and proposals: ) the use of reverse auctions to determine
high-coal universal service suppori; 2) the use of GIS lechnology and network cost modeling 1o better

12 Sea Federal-State Joint Board on Universafl Service Seals Comment on Certain of the Commission’s Rules
Relating to High-Cost Universal Service Support, OO Dockel No. 96-45, Public Nolice, 19 FCC Red 16083 (Fed.-
Siale TI. Bd. 2004,

B See id. al 16094, peras. 36-37.

" See Faderal State Joint Board on Universal Service Secks Comment on Proposaly to Modify the Commission's
Rules Relating to High-Cost Unfversal Service Support, CC Docket Mo, 96-43, Public Notice, 20 FCC Red 14267
(Fed -State Jt. Bd, 20033, Federal-State Joint Board an Universal Service Seeks Comment on the Merits of Using
Auctions fo Determine High-Cost Universal Service Support, WC Docket No. 05-337, CC Docket No. 96-43, Public
Notice, 21 FUC Red 9292 (Fed.-State Jt. Bd. 2006) (dug. 2006 Public Notiee). In Febrary 2007, the Joint Board
held an er bane heating 4o dizcuss high-cost universal zervice sopport in roral areas, including the use of reverse
auctions and geographic information systems (GIS) to determine support for ETCs. See Faderal-State Joint Board
on Universal Service to Hold En Bane Hearing on High-Cost Universal Sevvice Support in Aveas Served v Rural
Carrigrs, WC Doclket No. 05-337, Public Notice, 22 FCC Red 2545 (Wireline Comp. Bur. 2007). Statements, slides

and audio trangcripts are available at hupeferene foe. poviwrch/tapdfaniversal service/JointRBoard‘'welcome. html.

¥ High-Cost Universal Service Support; Federal-State Joint Beard en Universaf Service, WC Docket No. (05-337,
CC Dockel No.96-15, Recommended Decision, 22 FCC Red B99E, B299.000], parag, 4-7 (Fed.-Slate I Bd. 2007)
{Recommended Decirion).

¥ Recommended Decision, 22 FOC Red al 9000-03, parss. 5-13.
" f2 219002, para, 8.
" See id. al 9002, paras. B, 12,

¥ Federal-State Joint Board an Universal Service, WC Dockel No. 05-317, CC Docket Mo. 9645, Nolice of
Proposed Bulemaking, 22 FCC Red 9705 (20073 (2007 Notice).

¥ Federai-State Jaint Board on Universal Service Secks Comment on Eong Term Comprehensive High-Cost
Lhatversal Service Reforse, WC Dockel Ne. 05-137, CC Docket No. 96-45, Public Notice, 22 FCC Red 9023 (Fed.-
State J1. Bd. 2007) (May 2007 Public Notice). Comments were due hay 31, 2007, and reply comments were due
Taly 2, 2007,
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calculate and target suppon at more granular levels; 3) disaggregation of support; 4) the methodology for
calculating support for compelitive ETCs;”' and 3) whether umiversal service funding should be used to
promoie broadband deployment.*

7. Pinally, the Couninissian racentiy adapled two Nolices of Proposed Rulemaking, which
seck copument on specilic high-cost univeml service compreliensive relorm proposals. First, on January
9, 2008, the Commission adopted the Jdentical Support NPRM, which seeks comment on e
Commission’s rules goveruing {he amount of higli-cost universal service support provided 1o ETCs and
rewtatively conclndes that ihe Commission should eliminate the “identical support” rule* Second, on
January 9, 2008, the Commission adopled the Reverse Auctions NPRM, which entatively concludes that
reverse aucilons shiould be nsed as the disbnraement. mechanisii 1o deieimine (he amount of high-cosi.
universal service for ETCs serving rural, insular, aud high-cost areas and seeks comment. on how Lo
implement. reverse auctions for this purpose.™

[l DISCUSSION

K. On November 20, 2007, (he Federal-5iate Joinl Board o L'niversal Service 1ssued 1
Recommended Decision regarding comprehensive reforn of high-cost universal servive. ™ ha this Notice,
we seek comment on Uie Joint Board’s recoinmendaiions contained in 1he Recommended Decision.

9. We also incorporate by reference the Identical Support NPRM and the Reverse ductions
NPRM into Lhis Notice. i addilion, we will lncorporate the records developed in response (o those two
ilems into this proceeding. We thns request thal parties who file commeuts iy response to either or bath
of those ilems include those commenta as parl of Lheir lilings in response 1a this Novice, We nole,
however, that such incorpotation of these two NPRMs does vol ctunge or otherwise affect, and we
expreasly preserve, the posilions of lhe Commission members with eagard 1o thase partieular NPRM3 and
the Joinl Board's reeommendalion.

IV. FROCEDURAL MATTERS
A 1nitdal Regulatory Flexibility Aualysis

1. Aarequired by the Regulsiory Plexibility Act of 1980, as ainended,” the Commisaiou hag
prepared 2o Initial Regulaiocy Flexibility Aunalyais (IRFA) for ihis Notice, of |he possible signilicnni
ecopomic impact on a subsantial aunber of small entities by the policies and rules proposed in Lhis
Notice. The [RFA is m Appendix B, Wrilten public coiuments are requesied on this IRFA. Couunents
muet he identified as raspouses 1o the IRFA and musi. be filed by the deadlines for comments on the
Natice. ‘I'he Commissiou will send a copy of the Nolice, including this [RFA (o ihe Chicf Counsel for

2 Specifically, the Coinmisaion sought comment on “whethet the Commission should replace the current identital
suppon. rale willl a requirelngnt that campetitive ETCs demounsitate their owu costs in order Lo receive support™ Jd.
al. 9026, para. 7. :

2 7d. at 9024-27, paras. 3-8,

% Identical Support Rufe NPRM, para. 1. The “identical support” rule provides thal a competitive ETC recrive tle
same per-line ligh-cost universal service suppon wmount thal ke incumbent local exchange carrier (LECs] eozeives
for the rélevant area, Jfd.

" ¥ Reverse ductions NPRM, parz. 1.
5 Recommended Dectsion, FCC 0714,
¥ £ U.L.C. § 603,
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Advocacy of 1he Small Business Adminisiration.”” In addition, 1he Notice and IRFA (or swmmaries
Ihereol) will be published in the Federal Register.”

B. Paperwork Reduction Act Analysis

L1. This documnent conieins proposed new informalion collection requirements. The
Cinnmiszion, as part of ils continuing effort to reduce paperwork burdens, inviles lhe general public and
the Oflice of Management and Budget (OMB) to comment on the informalion colleciion requiretnents
contained in this document, as required by the Paperwork Reduction Act of 1995, Pyblic and agency
commeuts are due &) days after this nolice of proposed nuleineking is published in ihe Federal Register.
Comments should addreas: (a) whether the proposed colleclion ot information is necessary [or the proper
performance of lhe funciions of the Commission, including whether the information shiall Lhave pragtical
utility; (b} the accuracy of the Commission's burden estimales; (c) ways (o enhance the qualiiy, ulility,
and ¢larily of the information collected: and (d) wavs to minimize the burden of the collection of
infoimation on the respondents, including the vse of awtomated collection technigues or other forms of
information fechnology. In addition, pursuant 1o the Small Business Faperwork Relief Act of 2002, we
seek specific comment on how we might “further reduce the information collection burden for small
business concemns with fewer than 25 employees.™"

C. Ex Parte Prescntatlons

14. These ianers shall be teated as a *permit-bul-disclose” proceeding in accordance with
the Commission’s ex parte riles.” Persans making oral ex parte presentalions are reminded that
memoranda summarizng dhe presentations must contain summaries of the subsiance of the preseatations
and 1ot merely a Hsting of the subjects discussed. More than a one or iwo sentence descriplion of the
views and arguments presented is genarally reqnited.™ Other 1eqnirements pertaining o aral and writien
presentations are set forlh in sectiau 1.1206() of the Commission™s rules.™

D. Comment Filing Procedures

[}, Pursuant o seclions 1.415 and 1.419 of the Commission's rules, interested parties inay
[ile coinmenis 3¢ duys after publication of this Natice in the Federal Regisier, and eply comments 60
days after poblication of this Motice in the Federal Register. Comuuens may be filed nsing; (1) the
Commiddion’s Elecironic Coimnent Filing Systen: {(ECFS), (2) ihe Federal Govermnmoent's eRulemaking
Portal, or (1) by liling paper copies. See Electronic Fifing of Docwmends in Rulemaking Proceedings, 63
FR 24121 (1998).

»  Electronic Filers: Comments may be liled electronically using the mteniet by accessing the
ECFS: hup:/www.fec.ooviegb'eefa’ or (e Federal eRnlemaking Portal:

* Bee 5 ULS.C. § 603(a).

M Ii

¥ paperwork Redustion Act of 1008, Pub. L. No. [04-13. 109 Stal. 163 (1595).

¥ Sinall Buainess Paperwork Relief Aci ol 2002, Pub. L. o, 107-198, 116 Siar. 729 (2002); 44 U.S.C. § 1506{c)(+).
H47 CER 86 1.1200-1.1216.

247 CER. § 1.1206(hX2).

“47CFR. §1.1206(p).

g7 CFR §§ 14185, 1419,
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p A www repulations.pov. Filers should follow the instruatjons provided on (he webaile For
submilling commenis.

»  For ECFS lilers, it inuliiple dockel or mlemaking nunbers appear ia the caption of his
proceeding, Nilers muai {gansmil one elestronic copy of the commeass for each dockst or
rulemaking number reterenced in the caplion. In completiug the nansmitlal screen, filers
should iuelnde their full name, U.S. Poslal Service ynailing address, and the applicable
Jocket or rulemaking number, Pariies inay also sebinit an electronic comminent by
Inlernet e-mail. To get fling instructions. Alers should send en e-mail to gefafmfec.goy,
and inglude the following wonds m the body of Lhe message, “get fortn.” A sainple fonn
and direslions will be senil in response.

a  Paper Filers: Parties who choose io Me by paper inust file an original and four copies of each
filing. If mare than one docket or rulemaking nomber appears in the caplion of rhis prueceding,
flers musl subnyt two additional copies for each additional docket or rulemaking aumber
referenced. Filings can be senl by hand or messenger delivery, by comunercial overnight courier,
or by first-class or ovemnight U.5. Postal Service mail (glthough we conlinue 1o expericnee delays
in receiving U.S. Posla] Service mail). All filings must be addressed 1o the Cominission’s
Secretary, Oflice of the Secretary, Federal Communicalions Commissioa.

*  The Commisdion's contractor will receive hand-delivered or messenger-delivered paper
filirgs for the Commission's Secrelary al 236 Massachusetts Avenne, NE, Suvite 110,
Washington, DC 20002, The liling hours at this location are 8:00 a1, to 7:00 p.m. All
hand deliveries muslt be held logether with mbber bands or fasteners. Any envelopes
musl be disposed of'belore entering Ihe bailding.

»  Counnercial overnight mail {orther than ULS. Postal Service Express Mail aud Priority
Mail) musl be sent to 9300 East Hamptoa Drive, Capitol Heiglis, MD 20743,

» U.S. Posral Service firsi-class, Express, and Priorily mail must be addressed to 445 (2%
Sireet, SW, Washington DC 20554,

= Pcople wilh Disabililies: To request malarials in accessible tonuats far people with disabililies

{Braille, large print, elecivanic fles, endio fonnat), send an e-mail W fee304i@ice.gov or call the
Consuimer & Governmental Atfairs Bureaw at 202-418-0530 [voice), 202-41 B-0432 {liy}.

14. In addilion, one copy of eech pleading musl be sent Lo ¢ach ol the following:

(1} The Commission’s duplicaling conbaclor, Best Copy and Printing, Inc, 445 12™ Sireel, 5.W., Room
C'Y-B402, Washington. DMC. 20554; websile: www.bepiweb.com; phone: 1-500-378-3160:

(2} Antsigeite Stevens, Telecommunications Access Policy Division, Wireline Compelition Buregn, 445
[2* Suree, S.W., Room 5-B540, Washington, D.C. 20554; e-mail: Antoinette Sieventigifoc.goy.

15. For further informatiosn regarding this procesding, contact Ted Burmeiater, Attoruey
Advisor, Telecommumicalions Access Policy Division, Wireline Competilion Bureau at (201) 415-7389,
or theodore burmeister(@itc. gov, or Katie King, Telecommunjcations Access Poliey Divigion, Wircline
Competition Doreau, (2023 418-7491, or kalie kingf@fee. pov.
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Y. ORDERING CLAUSES

16. Accordingly, IT 15 ORDERED that, pursuant (0 the guthiority conlained in sections 1, 2,
d1i), 443, 201-205, 214, 254, and 403 of the Commuuications Acl of 1934, as amended, 47 17.5.C, §§ 151,
152, 154(i)-(j}, 201-205, 214, 254, 403 and sections 1.1, 1.411-1.419, and 1.1200-1.1216 ol the
Cowumnission’s rules, 47 C.FR. §§ 1.1, 1L411-1.4149, 1.1200-1.1214, this Notice of Proposed Rulemaking
15 ADOPTED.

17 IT I3 FURTHER ORDERED that the Comusission's Coasumer and Goverumenial
Affairs Hmean, Reference [nformation Cenler, SHALL SEND a copy of this Notice of Proposed
Rulemnaking, meleding the Inicial Regulatory Flexibility Analysis, to the Chief Counsel for Advocacy of
the Small Business Adminisiration.

FEDERATL COMMUNICATIONS COMMISSION

Marlene H. Daortch
Secretaly
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APPENDIX A

Federal-State Jaint Board on Universal Servier Recommended Decision
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Belore the
Federal Communicatons Cammissian
Washington, D.C. 20554

11 the Maller of }
}
Higlh-Cost Universal Service Bupparl } WC Dockei No. 05-337
}
Federal-Blate Joinl Board on Universal Service } CC Docket Mo, 95-45
)
)
}
RECOMMENDED DECISIDN
Adopted: November 19, 2007 Released: November 20, 2007

By the Federal-Siata Joinl Board on Univarsal Semvice: Commissionar Landis and Assistanl Allomey
General [Mitch issning separaie stalements; Chaimman Edgar and Comunissioners Baum and Burke
apploving in par, congnrring in part, and issuing sepaate statements, Chalrman Martin and
Commissioners Tale and Copps approving in part, COnCUTiNg il part, and issuing separale sialements.
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Y. RECOMMENDTNG CLAUSBE ... i re e ssaes st e s i s ssnss s amss s s sae s 7

L INTRODUCTION

|, In thizs Recommended Decision, lhe Federal-Siate Joini Boand on Universal Service (Jolnl
Board) recommends that the Federal Communications Commission ([ ihe Cammission) address the long-
lerm relomn igsues facing the high-cost universal service supporl. systern and inake fundamental revisions
in 1he structwre of existing Universal Service mechanising, We also recommend that the Commission
seek addilional inpul [roin parties to furiher explore= trapsitioual issues associated with distibulion refomm.
The Joint Bgard recemmends establishing three separale “funds™ with digtinct budgets and pupescs.
This new classilication achieves iwo principal purposes, First, it accommodaies the arrival of, and Lhe
pubiic demnand for, broedbend hternet. services. Second, it allows the Commission Lo substanmially
increase the effectiveness of [unding now ewarded 1o wireless carriers.

2. We are also mindfu) ihat it is censumers who muysl pay universal service contributions.
Despiie our sirong interest m providing adequate funding for broadband deployviment, we also want to
avoid signilicantly increasing the burden on those consumers. Theretore, we alsa recommend methods of
transitioning from existing support mechanisms o the new funding struelure, at approximately the current
fund size. In addition, we recornmend caps on the total amount of money distaibuted by the high-cost
suppor mechanism and recoirunend weasures thai should lead lo more efficient uses of existing funding,

a3 We alao recommend methods of adminislering the new braadband and mobility funding
in ways that strengihen the universal service parinership between the Counnission and the slates and that
ovoid using waiversal service ko subsidize competilion or build duplicaie networks. We farler
reeommeiid making a formal change (o the delinilion of services supporied by Section 254 fundmg.

4, The delinition of those sepvices 1hal qualify for Universal Service support under 1he
Telecommunications Act of 1996 (the Act) has remained unclianged, despiie numerous propasals for
change made during the past decade. The Jaint Board recognizes that while wobilily and broadband
capabihties have both received sotne fending from universai service dollars, the fundiag has been entirely
within the fonnal conlext of providing basic voice telecommunicalions services byeligible
telecommunications carriers (ET'Cy). The Joint Board now recomyends thal the uation’s
communicaiions goals include achieving univeraal availability of mobilily services (delmed as wireless
voice), universal availability of brogdband Internet services, and voice services al affordable and
comparable rales for al! rual and now-rursl areas.

5 Consisient with the Joinl Board Public Notice relesscd m September 2007, we
recommend Ikat the Comniigsion elininate the identical support rule. The rule bears lilile or no
relationship (o the ammounl of mouey competitive ETCs iave invested in rural and olier high-cost areas of
the covatry.

&, We conclude thal reverse onetions may oller advaniages over cmrent high-cost
distributiou mechanisins, aud that the Commigsion should explore the mosl appropriale anction
mechanismg to determiue high-cosl universal service support.

! See, Federal-Siate Joivs Boaard on Universal Service, CC Docket Ho. 9645, Public Notice, Septeniber 6, 2007.
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II. BACKGROUND

7. Tn 2002, the Commission asked ie Joinl Board to review cerntain ol 1hie Commnission’s
1ules eelated Lo the high-cost universal serviee support mechanisms.? Ainong other things, the
Commission asked the Joint Board 'o review the Commission’s rules relating 1o high-cost yniveraal
serviee suppon in study areas in which a competitive ETC is providing service.’ In mesponse, the Joinl
Board made many recommensdations conceming the desigmation of ETCs in Lhigh-cost areas, bui. declined
to recommend that the Commission modify the bazis of suppen (7.e., the methodology used to caleulate
supporl} in stody weas with multiple ETCs.* Instead, the Joint Board recoinmended that it and the
Commission eonsider pogsible inodifications Lo the basis of support for competitive ETCs a8 pant of an
overall review of the high-cost support mechanisms For rora) and non-roral carziers.

B, In 2004, the Commission aaked Lie Ioim Board to review e Cominission’s rules relsiing
te the high-cosl universal service support mechanisme [or rural carriers and to determine the appropriate
rural mechaniam to succeed the plan adopled in the Rura! Task Force Order Tu Angusi 2004, the Joint
Boand soughi comment on issues the Comumission refeited to il related to the high-cost universal service
supporl mechamsms for rara] cartiers.” The Joinl Board also gpecilically sought comment on the
methadology for calculating suppor far FTCs in competitive sludy areas.® Since that lime, the Joind
Bonrd has sough! comment on & vaviery of specific proposals for addressing the (ssnes of universal service
supporl for rural carriers and the basis of support for competitive ETCs, including proposls developed by
ieinbers and stalT of the Joinl Board and the nee of reverse auclions {ciunpetitive bidding} to determine
high-cost universal service funding to ETCs.’

? See Fedoral-State Tamt Board on Universal Service, OC Douket No, 96-15, Order, 17 FOC Red 23642 {20023,

1

tid

¥ Sce Federal-State Joint Board on Unfversaf Service, CC Dockel No. 96-45, Recammended Decision, 19 FOC Red
4257 (2004).

¥ 14, al 4294, para. 88,

® See Federal-State Foint Board on Universal Service, OC Dockel No. 96-15, Order. 19 FOC Red 11538, para. |
CA0dY (Ryral Referral Ordery: Fadoral-Srate Joint Board on Univarsal Barvice, CC Docket No. 96-45, Fonrleeuth
Report and Order and Twanty-Second Order on Reconsideration, Muffi-dssociniion Group (MAG) Plan for
Regulativn of Intersiaie Services of Nor-Price Cap Fnesonbent Localf Exchanea Carriers and Iterexchange
Carefery, CU Dockel No. 00-236, Report and Order, 16 FCC Red 11244, 11268-70 (200 ) {Rura! Task Force
Ordery, vew afe Federal-Stare Jolrnt Board on Univerel Seavice, CC Dockel No, 96-15, Drder, 21 FOC Red 3514
{2006} {ex1ending Pural Task Force plan).

? See Foderod-State Jfoint Board on Universal Service Seely Comment on Ceriain of the Commmiasion’s Rules
Relaiing 1o High-Coxt Universal Service Support, CC Dockes Mo, 96-45, Public Nolice, 19 FCC Red 16083 (2004),

* See id. al 16094, paras. 36-37.

? See Federal State Joint Board on Universaf Service Seeks Commant on Proposals to Modify the Commission s
Ruleg Relating to High-Cost Umiversal Service Support, CC Docket Mo. 0445, Public Netice, 30 FCC Red 14267
{2005}, Federal-State Joint Boand or Universal Service Secks Comment on the Meriis of Using ducrions to
Determine High-Cost Universal Service Support, WC Docket No. 05-337, Fublic Nolve, 21 FCC Red 9392,
released Aug. 11, 2006, To Februacy 2007, the Joint Board beld an er bone beanng to discuss high-cost universal
service support in roral areas, including the use of reverse avctions and geographic information systems (GIS8) to
determing support for eligible eleconunumicalions carriers. See Federal-State Joint Board on Universe! Sevvice to
Hold En Barne Hearing on High-Cost Universal Service Support it dveas Serwd Ay Rune! Carefers, WC Docket No.
05-337_ Poblic Marice, 22 FCC Red 2545 (2007),

11



Federal Communications Commiswion FCCJ71-4

9. In Mav 2007, the Joiwl Bpard recommended 1hat the Commission place an einergency,
inlerim ¢ap on support for competitive ETCa.'" The Joint Board observed thal high-cost suppon has been
increasing it recent years'! and, withoul iinmediate action 1o resiraln growih in compelitive ETC Tonding,
the federal universal service fund was in dire jeopardy of becoming unsustainable.”* The Joint Board
weni on 1o describe the operation of the eap, length of tiine that the cap should he in place, and ilie base
petiad for the cap,”

10, In its May 2007 Recominended Decision, the Joint Board noted that the imposition of an
ilterim cap on competitive ETC high-cost snpport represenled only a temporary solution te the problems
facing the high-cost support distribution mechanisms. As such, the Joint Board committed 1o providing
further recommendations regarding comprehensive high-cost universal service reform within six wonths
of that Recommended Decision. In furtherance of that target, die Jolnl Board seugly carmunent, in &
companion Public Notice, on several proposals that had been placed in the record since the close of the
last comment cycle, a8 well as ollier possible reforms.”  Specifically, the Jvint Board sought conunent on
proposils related Lo the nse of reverse anctions, tlie use of peographic infonnation svstems (GIS)
tecfwology, the disapuregation of high-cast support, and support for broadband services.” As the Joint
Board slaled in the May 2007 Pobiic Notice, the expectation was for parties to snbmit comprehensive
refonu proposals pursuant 10 the pleading evele set forth in the Public Notice.'® Furiher, in September
2007, the Joint Board released a Public Notice'” containing specific principles upon which comprehensive
reform wonld be baged. Those principles are: coat contol, accounlability, siate participalica. and
infragmucinre build-oul in underved areas.

IIL. FURNDAMENTAL HIGH-COST DISTRIBUTION REFORM
A. Scope of Reform

11. The Joint Board recammends that high-cost mniverss) service snpport in (e future be
delivered (through three dislingt “funds,” each with separate distribntion mechenisms aud separale fonding
allocalions. The Broadhand Fond wonld be tasked primarily with facilitacing consiruclion of faciities for
new bioadband services 10 ungerved areas.'® The Mobiliry Fund would be tasked primarily with

' Ses Foderai State Joint Board on Universal Service, CC Docket No. 26-43, Recoinmended Decision, 22 FCC
Red. 2023, (June, 2007 (“Recommanded Decision on CETC Caps™,

" 1o the Recommnended Decicion on CETC Caps, we observed thai wlijle supper b incumbent LECs had been [lat
or even declined sinee 2003, in (he aix yeary from 200 theough 2008, compelitive ETC support grew from §13
wuillion o almosl £1 billion —an anmal grawib mate of over 100 percent. Maveaver, we Forecast thal, williool e cup,
competitive ETC suppont. would reach at least 5128 billion im 2007, 82 billion in 2008 end $2.5 billion m 2009 2vean
without addilional compenitive ETC designations in 2008 and 2009,

'* Revommended Decivian an CETC Caps, para. 4.
1 Recommended Decision on CETC Cupe, pares. 5-14.

" Faderal-Stare Joint Roard On Uhiversal Service Seels Comment On Long Term, Comprehensive High-Cost
Universal Service Reform, W Dockel No. 05-337, Pnhlic Notice. released May 1, 2007.

= g
¥ Secid. al para. 1.

1 Suep, Foderal-State Joint Board on Universal Service, CC Docker No. 96-4 5, Public Notice daed Seplember 6,
2007.

¥ We recommiend the Commission seck camiuent on defining this werm. See section IV.B. below.
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disseinineling wireless voice services 10 unserved areas, Finally, a Provider of Last Resort (POLR) Fund
would support wireline carriers wha provide this funclion. These tliree funds would operaie wilthin an
overall funding cap Iat is consistenl with the current amount of high-cost. funding. Support vider
exisiing prograins would be hiansitioned over a period of years to Lhe new Lhree-pari funding struclure.

1. The Aruadhaud Fund

12. The Broadband Fund would be tasked primarily with dissewinagling broadband Intemei.
services lo unserved areas, with (he support being expended as granls for the consiructon of new facililies
m those unserved areas. A secondary purpose would be 1o provide prants for new coustruction Lo enliance
hroadband service in areag wilh subslandard service. Another secondary purpose would be to provide
continuing operaling subsidies 1o broadband Infemel providers serving arear where low cuglomer deuaily
wonld snggest that a plavaible economic case cannol be made 10 operale broadbaud fcilities, even afier
receiving a subsiantial constmetion subsidy.

[3.  Effective use ol lederal funds [or broadband will reqnire a detailed knowledge ol the
aregs iu which effective terrestrial bmadhand service is unavailable. Colleeling information on arzas
willioul broadband or where broadhand is snhstandand is 2 complex lask, Broadband availabilily can vary
on a siregt-by-sireel hasis, somelimes oa a house-by-house basis. Moreover, the facts cau change quickly,
for example wlien a wireless Intemet service provider apens or closes its doors, To effectively apply
[ederal funds Lo expand broadband deployment, primarily through new construction grants, it is essential
that the agency responsible for dispensing the funds have access to detailed, current geographic
information. The Joint Board believes that the Commission has engaged in some broadband mapping
activities, bul not at the scale necessary to administer broadband construction grants. Sleies are generally
more capable of performing this task, in large part because they liave sinaller areos and have mors sourced
of infermation about local needs. Morzover, several slates have already sssembled dala approaching or
exceeding 1he required level of acewacy.

14, Working with adequale slandards and safegoards, we conclude thal slales are beller
snited than the Commission lo effeciively adininister the new Broadband Fund grant program,
Ancordingly, we recotrunend that the available pool of Broadbaud Fund manies first. be allocaled (o the
states," and (lereafter awarded by desizgnalﬁd slate agencies o finance particular construction projects ar
the operaiions of broadband providers,™ All siale awards should be made puisuant to federal rules
describing slandards and conlaining accountability safeguards.

13, Today, the Joinl Board does not propose a specific algorithm for the state allocalions.
However, we do believe thal 8 major input [aclor should be the number of residents of each slale who are
unable o puichase terresinal broadband Inlemel service at their residences. Slaies would award
Broadband Pund dollars primariy to a4siat in the construciion of new facililies i unserved areas.
Funding would normally be awanded on A project-by-project basis. To tha extenl (hat slales are required
0 provide matching funds, 1hey would all lave au incentive to award fands effectively. In addiiion, states
wonld be required te follow some prescribed procedures to ensure that the funds are spem! effectively and
thal no more funding is awarded than is needed. Before awarding granis for congiruction, siaes shauld be
required to develop and publish detailed maps of their unserved arcas. Theraafter, they might wislh to
divide Iheir viserved areas into distinet administrative districta for purposes of administeding Frants.

* We cousider below whether staies should be required W provide malching funding.

* Somue smres nay be unwilling or unable to azsume 1Nis respousibility. T that event, the Conunission would
direcily admitiisler tlie granty.
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States would be pennilted lo award Broadband Fund grants (o only one providey in any geographic area.
States should be allowcd 1o use any suitable procedure tor awarding grante that wil] ensure efficient aid
effective use of the funds, This way involve the use of reverse auctions or requests lor proposs! 1o serve
specilied geographic areas. Allermatively, stares could use cost and support algorithms that produce an
outpul equal t¢ the miaimum consiruction subsidy needed o ensure full hroadbond coverage.

3 The Mahility Fund

14. The Mobility Fund would be tasked primarily with disseminaling wireless voice services
i vnyerved areas. Most Mobility Fund support wonld be expended as subsidies for cousiuctign of new
locilities in unserved areas. In this context, “unserved area” would mean areas with a significan
population density bui withoul wireless voice service. Public safeiy would also legitimalely be
considered in defining areas needing wireless service, and construction funds should be available (o serve
ather areas frequently used by the iraveling public, such as state and federal highways, wilhoul regard 1o
the population residing in the iinmediate ares. A secondary purpose ol the Mobility Fund would be to
provide continuing opetating subsidies 1o carmiers serving ereas where service is essential bul where usage
is 50 slight that a plavsible economic case cannot be made to supporl conslruclion and cugoing
gperations, even with a substanlial construction subsidy. Whule unserved ereas should be readily
identifiable, there are clearly existing areas thar are underserved, with mobility services that are available
but not reliable. While it should not be the roal of universnl service funding to npgrade the moliitnde of
existing wireless nelworks m rural aread throughout the country, it is a legitimate goal thal all consumers
ghould have gcoess 1o al leasl one carrier that provides a reliable signal. Below we recomuend the
Commissicn seek addilional commeni on the issues snrrounding (he use of universal service funds to
improve wireless service in ander-served as opposed 1o nneerved arcas,

17 For the reasans explained abave, the Joinl Board believes stares shonld be responsible
partners with the Commission in adininisteriug Mobilily Fund awarde. As with broadband, the
availability and quality of wireless service can vary over small dislances and short tine spens, Stale
govermments are much mare likely than the Commission io be able to assemble and ¢valuate the data
needed to make these grants efficient and elfective. Today, we do nol propase a specific algoritun for the
state allocations. One input factor may be the number of residents of each state who cannat receive a
strong and relieble wireless signal at their residence. Becawse (he parpose af this fund is to enhance
mobility services, allocation factors might also include each slale's unserved mileage alomg stale and
federal highways.

18. States wonld awand Mobilily Fund doliars in a manner similar to Broadbeird Fund
gwards. Funding wonld normally be awarded on a project-by-project basis. States would be permitied 1o
award Mobilily Fund grants to only one provider ia amy geographic area, As with Broadband Fund
grants, slales wonld be required Io provide 2 defailed map of arcas not served by wireless voice service,
and they migh! be required o provide matehing fyuds. States would also be reqgoired to meet fedeval
slandards for awarding funds and accountability.

3. The Provider of Last Resort Fund

19 The Joimt Board does not today offer the outline of aury 1ew and onified sysiem far
Providers of Last Resori. We have nol reached agreement on specific changes to the legacy support
mechaniama that today provide support for incumbent local exchange camriers (LECs). Therefore, our
recommendalion is more general. For now, we recommend that the POLR Fund be comprised of the snm
of all exixting Incumbent LEC support mechanisms. Except for possible fundmg reductiona discussed
below, these progiams wonld be left intact for the present.
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20, ¥or several reasons, 1he Comutission should focus ils allenuon o developing a unified
POLR mechamam. The present suppart mechanisms are subslautially dilferent for rural and non-roral
¢arriers, and suppert for customers served by une kind of carvier can be sigmificanily more generous than
for comparally siluated costomers served by the other kind of carmier. Moraover, existing rules [recze
suppon upon sale of ai exchange™ This can exacerbate (he dilferences in (reament between comparably
sifualed cusipiners.’!

21 Second, ihe cument support meclanismas do nol recognize all costs. For 1ural camiers.
sipport is snbalantisl [or loop cosls, generally less so for most swilehing costs, and nonexisient for
transporl codtd. Overlooking Iransport cosis can hann renole carriers, and the problem worsens wlen
ihose carriers must purchase special access facilities o connect their cosiolners.

232, Third, the current Ligh-cost universal service meehanisms are dated and need o be
imodernized in several waya., New enlranls oflen compete ouly in densely popnlated areas that Lhave
relatively low costs. This imakes it muck more difficult for incumbent LECS 10 charge the same rales in
kotly their low-cosi densely populalad erees and their higher cosi. more reinele weas. Mone of ihe
exisling support inechanisme adequalely recognizes Lhis plenomenon which penemmlly occurs on a
ainaller scale than the typicol teleplione exchange. The dependency, [n many cases, of competilive
providers on incuinbenl LBCs for backhaul and interconnections, and the issues which ihal dependency
raises, i9 a turther oulgrowih of the chauging landscape. In addilion, maat of 1he existing mechanisms
wele inltodneed before local exchange compatition became a reality, and may not appropriately adjust
support tp retlest line losses dne to compelition.™ Nor do any of the mechanisms in place reflect the
incieased importance of non-regulated revenues generated by telecommunications plant. Finally, the
High Cost Logp program has experienced significan! increases in this decade in loop cosls qualifying lor
support. Under the current cap, the effect has been 1o sigiilicantly reduce support over time for carriers
whose cosis have rewained relatively conslanr.

23 In suiunary, the Joint Board reconunends that the Commission eatablish a process and a
tinetable so thal ii. will review gnd medernize ihe existing high-cosl inechanisms for rura! and non-rural
carriersd, willi the objective of developing a coherent system that can be applied 10 21l incumbent caniers.

B. Fundinp Levels, Caps and Traosition

24. ‘The Joint Boand intends that botli the Broadband Fund and the Mobility Fund will receive
significant funding, as described in more detail below. Al Lthe same lime, we recagnize that further
prowlly in wniversal service funding presents substantial risks. Any possible beniefil gnticipated lrom
incrensed wniverall service fund (USF) distnbulions musl be weiglied against the added burden on
consumers ol lelecommunications services. Larger USF contnbulions mereases the Hsk that
telecominunications services will become witflerdable for some, or evell a subslantial number. of
consumerd. As e courts have noted, excessive subsidization avguably may affect the alfordablily of
relecoimunnnications services, thus violaling one of the principles in Section 254 We note widespread

U Sae 47 CER. § 54.305,

" Indeed, Lhe Commission les repesled|y filed 1o demonstrale o the courts (il funding for the customers of non-
rural carriers i3 sufficient. See Qwest Corp. v. FOC, 258 BAd 1191 (10™ Cir, 2001) (" Qwest I7); Qwest Corp. .
FCC. 398 F.3d 1222 (10™ Cir. 2005] ("(hwest 7). .

3 We note, for example, D line losses seem o increass nel per-line suppom under e High Cost Loop program for
rural carriers, but deereage pee-line net support under the Model-based program for non-rural carmiers.

H {hwest §, above, ab 1200; Owes? I abave, ar 1234,
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concermn thal fimher incredaes in the size of the fund under existue collection methodologics would be
detrimental to botly customers and carriers alike.

25 Moreover, the Joint Board recognizes that unresimined growtl in tie universal servive
fund, regardless of the source, could be, and would likely be, catastrophic for universal secvice. The
nmversal service surcharge raie cunent by is near #3 hisioric high. Funher unconirolled grawth inthe fund
size would likely hanu universal service, pogsibly even causing eroaion of public support for the goals of
affordable and comparable rales and services adticulaled in Sectiou 254.

28, The Jomi Board recommends an overall cap ou high-cost fonding. These prograns loday
use more than hall of the fonds currently raised under Section 254. If only because of size, they should be
managed with panticulsr care. Historically, high-cost funding has increaacd dramatically in this decads,
in part because of new support programe associated with intersinle access reform, bul algo due to the
significant expangion af support to competitive carriers under the identical support rule.?® While the Joint
Boord recognizes that legitimate public purposes require funding, we ate unwilling to recoiunend any
significant changes iul the share of the entire USF devoted ta high-cost support. For these reasons, we
believe that the Comrission should impose a cap on the tatal amount of high-cost funding al ¥4.5
biilion,*® which is epproximately equal to the 2007 level of high-cost funding.” Many ereas of
gavenumell enlerprise operate within 2 budgel, and we think that bigh-cost funding cau do likewlse,
provided that we are willing to make realistic esrimaltes of the Tunding needed 1o meet the lamiory
requiremeni Ll1gl we preserve and advance universal service. Owver the longer wenn, we anticipale Lhat 1otal
funding can and should be decreased as broadband and wireless infragiuciure deployment becoines
widespread 1luovghoui the couniry.

27 The Joinl Board alzo recommends a (ransition during which exigting funding mechamkma
would be reduced, and all, or al least a significan! vhare, of the savings \ransferred to the new Fupds and
mechanisng degetibed above. During the Iransition period, gradual elinination of support from the
identical support rule will provide a source of ﬁ.mdiug; for the Mobility aud Broadband Funds, A previous
Joini Board 1ember suggested a five-year irsusition,” but (he Joinl Board has uot reached cousensus.

We reconmend the FCC seel funlier comment on thai issue.

28, Wireless carriers currently receive the largesi share of suppon pravided W cownpetilive
ETCs under e ideniica! suppart rule. They will also be solely eligible for fanding under the Mobilily
Fund. During the transilion, wireless competilive ET'C8 will recejve tedoced levels of support undey the
idenliral support rule, but will be eligible io seek funding from (he Mobility Fund. We anticipale (hat this
irapsitiou wiil be approximalely reveyue neatral, wiih about £1.0 billion of funding per year eventually
being distribuled through the new Mobilily Fond. Since Lhe averall fund size will be capped a1 $34.5
billion, auy reduclions in support for wireless carners in year 1 will be available for disbursements from

B few, 47 CFER.§ 54367,

% This cap shovld o apply o any incremental suppon required 8% a result of the Comniission’s response to the
Tenth Cirewii's reauand in Jweyt IF,

*" Corrent estimates are for ligh-cost finding of $4.47 billiou i 2007,

* Foner Joint Board member Gregg suggesied e dive-year phased tanaition from Identical Suppert o the Mobilily
Fund,
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thie Mobility Fund in year 2, and so forth.™

20, The new Broadband Fund should have a vteaningful chance to adduess the publie’s desire
for more ubignilous broadband availabilily,. We eslimale a reasonable tederal funding level for this new
program to be $300 million per year. Noi al] of the fmancing need be accamplizhed with newly raised
dollars or solely frow lederal sources, however. Revennes for the Broadbaud Fund eould come from (we
other sourees. For example, funding could he increased by imposing state malching requirements,
discussed in greater delail below. The siceiching of federal dollars would be more significant if, within 2
piven overall budget, significant stale matching requirements were (o be imposed for bolll the Broadband
Fund and ihe Mobility Fund. Additionally, funds could be reassignéd to the Broadband Fund Jtom legacy
POLR programs. Pussible changes ta these legacy programs should be evalvaled by considering whelher
moving dollars o legacy programs io Lie Broadband Fond would inore effeclively advance the
nation’s vmversal service poals.

0. A significant portion of the High Cosl Lovp fund suppens the capital costs af providing
broadband-capable loop lacililies for raral earieys. Under Diis sysrem, mirel LECa (RLECs) have done a
comutendable job of providing broadband to nearly all [hedr custowers. While this program inay need
adjustments, we recognize its effecliveness in mammining an essential nelwerk for POLRs and In
deploving broadband.

31. W discussed above somne reasans |0 moderiize legaey POLER. programs. Some of those
reforms mighl also reduce the lepacy funding requiremerus, thereby making monies available [or the
Broadband Fund. We pole bere severel possible chanpes o exisdng legacy programs, including:
applying a rales wesl a9 & condition or an adjusiment Lo cosl-based suppon (in soine areas, ihe combination
ol universal service suppart and funds from other mechanisms such a9 pools, high intrastate acecss
cliarges, and average schedule reimbursemeni may produce very low consumer ralesy: cousidenug LEC
cosls on a comprehensive bawis, 15 opposed Lo separate programs for loop ond swilching costs;
consideriug unregulated revenues in calculaling carriers” need for soppon; makiag (the Local Switching
Supporl mechanism more sansitive (o high costs;™ providing more limils ow support for operaling
eapeluses; largeting suppor to only one service provider in au ares; and reduciug or eliminaling, over
line, the support Lo aveas with mulliple providers,

32 The Joiut Board also reecinmends that, during the treusition petiod, each of the five
major current suppor mechanisms be separalely capped ai their 2007 levels.” This wil| winimize
unintended redistributions amoug suppon weehauisms and avoid duplication of support. Ouee the
trausition period is complele, Lhe overall cap of $4.5 billion wonld apply to the three renisiving
resmcinred funds.

31 Finally, we note that the Commission hias nol. yet acled on the remand it recaived in 2003

¥ We also aoie that the Commission recemly imposed an interim cap on higli-cost, competitive BTC suppont
provided 10 ALT TEL =4 o part of approving a leansler of eontrel. As a resnlt of This condilion, ALLTEL s high cost
spport will be capped al the level of support [lal it recaived as a voopelitive ETC for 2007, measured as of Lhe end
of June 2007 ou au anualized bagis.

* The Local Swilching Support program essentially provides increased suppoct based npon study area yize. See 47
C.FR. §§ 54.301(aX2), 35.125(D).

# The five major existing support 1wechanisms are: | High Cost Loap: 2) Local Switching; 3) Interslale Commen
Line; 4 Interstate Aceess; and 5) High Cost Model.
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03  result of the Gwest I decision by 1he Tenth Ciceuit Courl of Appeals ™ We anticipate that comnplying
with this remand onder may require revisiting (i aunount of suppor provided to bon-rural camers.

A4, If all of Lhese potential savings (roun legacy programs are eéxamined serigusly and
prompily, polential savings could be significant. Together with ihe possibility of stretching federal
dollars with staie malching funds, we are confiden: that adequate funding can he provided lor dhe
Broadband Fund end 1he Mobilily Fund without undnly burdening the cuglomers wlio st pay USF
contributions. We also nole thal legacy sources for wireleag gnppirt are enticipated to be rednced over s
Iransition period.

C. CEYX Retarm and (he Broadband and Mobillty Funds

33. The Joint Board recognizes that Lis idenuical support pule has resulted in the snbsidization
ol nwltiple voice networks in numerous areas and greally increased the size of the high-cost fund. High-
cosl sappor. has been mpidly increasing in revenl years doe Lo increased support provided Lo eompelitive
ETCs. These carriers receive high-cos| support based on the per-line support (hel 1:e incumbent LECs
teceive rather than the competitive EICs' own ¢osls. Support for comperitive ETCe has risen to alinost
$1 billion.” We believe ii is no longer in the pablic interest to use federal universal service support to
subsidize competition and build duplicate netwarks in high-cosl areas, Consisters with the Joinl Board
Public Nortice released in Septamber 2007, we recotnmend thal the Commission eliminaie the identical
support 1ule. The rule bess lile or no relationship to the amouni of money campetitive ETCs have
invested in mral and otier high-cost areas of the country.

6. The primary objective of the Mobility end Broadbaod Funds should be the expansicn of
geographic coverage, and support froum tese funds shonld be tacgeted for capital spending for new
conslruction in unserved areas. As noted above, during the tansition period, gradual elimination of
support from the idenrical support rule will provide a saurce of funding for Le Mobility and Broadhand
Funds.

37.  Theilres-fund approach will eliminnte muoch of ihe current duplication of snpport by
yltimately providing suppon to only pae wireline, one wireless, and one broadband provider in any given
area, once the wansition is complete. The areas (o support with Broadband Fund and Mobilily Fund
awards will be determined by state cottunissions, and are likely to dilfer geogiaphically from the areas
used for granting POLR suppart.

3B, As discussed above, in some cases, it may make econamic sense to provide ongoing
suppor for operation and malinlenance ol an exisling network. However, over the longer term, the Joint
Bonrd anticipaies (hat Mobilily and Broadband suppont [or opemition and mainienance will only be
available for & lunited peried of time. We recoymnend the Commission reqnest commenl as [o the
appropriate iranaition plan to wean n provider fom Mobilicy or Broedband support once the phjedves of
geographic coverage [n an area have been met.

3 Owest Corp. v. FCC, 398 F.3d 1222 t10™ Cir. 2005).

3 In e Recommended Decinion an CETEC Caps we lorecast (Lat, williool a cap, comgetitive ETC supporl would
reach at least $1.28 billion in 2007, 52 billion in 2008, end £2.5 billion in 2009 even withont additional compelilive
ETC designations in 2008 and 2009,

¥ Sve. Federal-State Joint Board On Universal Service Statement On Long Term. Comprehensive High-Cost
Universe! Sorvice Refarm, CC Dockel No. 03-337, Public Motice released September &, 2007,
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D. LEC Refarm and the POLR Fund

19, Suppon. to wost il not all RLECs has heen (lai or has even declined since 2003." Under
eaisting snppor inechenisms, RLECs have done a cominendable job of providing voice end broadband
services 1o Lheir subscribers. Theve[ore. the Joint Board beliewes i i in the public interest to maintaia, for
the present, the existing RLEC sopport inechanisms, distributed throngh the proposed POLR Fund.
Funding for RLECs will continne ro be &ased, for the present, on the provider’s embedded cosis as
supported by inodeling, bul may be jubject o a cownpetilive bid appmeach el 2 later daie.

4. With regard to non-rural LECs, the Joini Board believes further analysis of current
nonrural supper! funds is required before adupiion of specific changes in structure, However, some non-
rural support mechanism issues are of particular interest to us. The Joint Board conceptually agrees hat
providers of service to miral areas should be treated similarly. Current support mechanisms tend to
provide stronger incentives for rural LECs than for non-rural LECs to provide comparable and alfordable
rates and services in rural and high-cost areas. While the Joiul Board seeks Lo minimize 1his disparily lor
rural consumers, regardless of provider, we also scknowledge the complexilies and poleiilial cosis of such
2 {rausition.

4. Members have discussed the possibilily of delennining non-rural seppon on 1 wire cenlier
or even a sub-wire centes basis, as opposed to the curment statewide average cost basia. Such a change
wounld target snpport to higher cogt arens on a more grannlar basis. However, there are concerns that such
a move [fom slalewide averaging wauld negleci the ecoucnies of scale and scope inherent in non-rara)
LEC notworks. In addition, we note that the Tenth Circuit upheld the existing stalewide averaging
mechanizm Ak 2 reasonable method of support allocation consisteut with the Act,**and it later rejected eu
argumenl gdvauced by Qwesl. and SBC 1hat it was achilrary and capricious for the Commission o lail 1o
induce states to move from implicit 1o explicil Male soppor mechanisms.

41 Some members believe lederal suppon. conld be increased as a resull of the Qwest ff
decision. Thoze in favor of augmenting suppart contend that raral customers ol lerge "non-rural” carers
can have sipnificanily higher rates tlan comparable custouners of smaller "rural” carrers, aod that the
courts have lwice lonnd thal 1the Commission bas failed to demonstrale thal suppott to non-1ural carriers
aud their customers is sulficient. Those opposed to additional support. believe thai on a procedural basis,
the courl remaid has nol been “ofliicially”™ referred 10 Uhe Joinl Boand, thus causing us to heve whal some
cousider a deficil ol rerord support 1egarding non-rural LEC relonp. On balance, we acknowledge tere
may be impacls on iigh-cost funding when the Conunission nltinately acls In response o (e (wasi
remand, bul we believe il would be specnlative for the Joint Board to forecast how this matier may
eventually be resolved. We do, however, acknowledge 1liet the jncramental dollars which could anse
from this remand are not. included in our recowninended general cap or POLR cap.

41, Tha Join! Board reconunends that the POLR. Fund provide suppor. for onlv ene carrier In
any geographic area. Initially thig will be an incumbent LEC providing veice service over aaditional
landline facilities in each of the existing incumbent LEC study areas. We recognize tlal this single carrier
recormunendalion eventually would exclude existing CETCs, some of whom are wireline CETCs. We
reconunend that 1he Commission examineg the possibility of continuing support (0 these entities (both
wireline and wireless CETCs) during the transition period.

¥ See Recommended Decivign on CETC Caps, al para. 4.
* rhwest Corp. v. FCC, 238 F.3d 1191, 1202 (10™ Cir. 2001},
T Owesi Corp. v. FCC, 398 1 3d 1222, 1238 (10™ Cir. 2005).
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E. Partmership with States
L Stalen’ Roles and Besponsibiities

44, The Joint Board recommnends streagihening (he state-federal pan nership regarding
nrversal service. We believe thal underscoring the imporance of individual alaie actions will besl
promole witeless and broadband bujld-oul for unserved areas.

43. Congress and the courts have in several ways recognized the importance of slales i
maintaining universal service. Federal law charges siates with the designation of carrlers as ETCs,® and
i authorizes gtates to wnaintain their own universal service funds.™ The cours have also previausly said
that the act “plainly contemplates a partnership between ihe [ederal and siate governments o suppart
nniversal service™ and that “it is appropriate—even necessary—for the FOC 1o rely on slate action.™"!
The Coanenission has also previously recognized the importance of states in accomplishing universal
service goals. ™

46. We explained above why we have couclnded that states are beat syjied to identify
wnserved areas. This devailed knowledge will allow siales 1o tarpet Broadband end Mobility suppon io
those areas, congislent with ibe universal service principles igted in 47 U.B.C. § 254(b). For lliese
reasons, Lie Joinl Board recommends thalt stales should remain (he primary designalors of new ETC
applicanis as well as the aunual corifying apenl under Section 234(e) that federal high-cost sypport is
beiug weed nppropriately.

17, Stateg should have Aexibilily in the method of awanding Funds Lo carriers because they
are in the best position Lo agqess Lhe stalns of their markets and idemifv which geographic arcas are
nnserved. We recommend thal slates be pennitied to employ either. a compatinve bidding process such
as auctions with specific, ransparent guidelines: or a suilable cosi-besed meclanism o fand capita)
infrasiraciure projects Jor mobility and broadband projeets. - State actions slwould be subject 1o formal
Courynission rales and poidelings, including guidelines and processes regarding an acceptable compatitive
bidding process. These guidelines may be analogous Ie lhese esiablished by the Cosnmission in ils 2003
ETC Order* and should include, but not be limited 10: parawcters for defining the quality of broadband
and mobility services, including aceeptable broadband mansmission speeds;* parameters for selling

*® Lee 47 US.C. §214(2).

¥ Loe 47 1.S.C. §254(D).

“Owest £, abova, at 1203; Owest I1, above, at 1272,
" Owest I above, al 1203,

¥ FCC, Ninth Report and Drder, CC Daockeet No. 96-45, 14 FOC Red at 20451, para. 18 (“primary feden! rele i3 w
enable reasonable conpazabilily among states (i.e., 1o provide statey with sufficienl supper so (hal slates can make
loeal rales reasonably congargble among states), and (he pruvary rale ol each siate is w ensre regsonable
comparahility wilki ils borders (i.e., w apply state and federsl suppart w meke local rales reasorably comparable
wilhin 1l sTem).").

Y FOC, Report and Order, CC Docket No, 9645, FCC 05-46, 20 FCC Red. 6371, rel. Marcl 17, 2005,

“ That speed may dilfer from Lhe current warking definition that the Conupission currenlly ulilizes.  Crrenily, the
FCC comsiders “high speed” servives 1o be those capable of ranamission rales of 200 Kbps in at least one direction
and “advanced services” 1o be those capahle of iransmission mies of 200 Xbps in bolh directions, FOC, “Inguiry
Concerning the Deployment of Adwinecd Talscopmunications Capabifity to AN dmevicans in g Reasenable and
Timely Fashion. amd Fossibie Steps to Accelerate Such Deployment Pursuant to Section 706 of the
Telecommuttications Act af 1994, CC Dockel Mo, 28-146, Second Report, 15 FCC Red. 20,913, para. 11 {2000},
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reserve prices, the recognition thal gualified bidders should be ETCs; and permissible oplions for gtates
ihat have geographic areas thal cannol edract a qualified pool of bidders. We revognize that the record

regarding competitive hiddingfavctions is robusi® and we encourage the Commjssion (o utilize ihe data
presented by various panies in developing ils guidelines.

48, We are aware that adminisiering tfederal granis s an unusval eole far siale olility
eommissions, bul it is a common mle [or many other slale agencies, ranging [mom education Lo highways.
L1 those policy areas, Lhe federal and stale povernments lave worked oul strongly cooperalive sysems (n
which slate officials administer federal grant funds.” We believe ihis kind of arrangement sirengtiens
the relationship between slate and federal officials and appropriately uses state expertise.

49, The Joint Board also believes il remaiug in the public interest for the Universal Service
Administrative Compeauy (USAC) (o conlinve ¢ distibute wniversal service funds and conduel periodic
audils. Therelare, although stares would award Broadband and Mobility Funds, the funds would be
processad and audited by USAC. ¥

2, State Matehing Funds

50. The Joinl Beard recommends that the Commigsion adopt policies Lhet encourage states to
provide jnatching funde far Broadbyd Fund and Mobilily Fund support. We recommend sn approach in
which all slales are entitled Lo a base funding level. States conld eeive supplemental funding wheu they
genzraie inalehing funds. For example. o stale (hat does not provide a minitnum match, perhaps 20
percenl, for USF broadband support would shill receive ils base level of universal service suppart for
broadband but no additioual, supplemental headmg from the federal fund.

51 This systemn will provide an incentive for siales (o be achvely involved in menitoring the
use of Broadband Fund and Mebility Fund dollirs. Tt also recognizes (he stateg’ interest in pursuing
economic developmeni opportunities tlrough broadband and wireless technology enlancements, and i
elucourages these stales 16 provide additional [unding Ior these projecis. Because of the base support.
element, a state thal is rot in a posilion o provide matching funds would not be penalized by
disqualification froin receiving any support.

52, The Joint Board recommends that detailed tederal guidelines be developed 10 addreas
which expenses qudfor projects should quality for federal suppleinental suppor. Examples of acceptable
state matching [unds could inclnde: state and local govenunent and/or private sector matching dollars,

' See Federal-Staie Joint Board On Universat Service Secky Comment On The Mevits OF Using Ancifons To
Determine High-Cast Dniversal Service Support, WC Docket No, 05-337, Public Nolice, 21 FCC Red 9292,
released Avpnsi 11, 2004, and atsocialed malerials; see atsa FUL, Dockel 96-43, Matenials presewled for En Banc
metting of Joint Board in February, 2007,

a6 Typically the lederal agency firsl preacribes slandards, procedures, snd pecountzbilily mechinidms. Then, the
states (ile 4 suale plan agreeing (o mes the grand. requdrementls. Wext, the siales adininistzr the praniz oflen hy
awarding the funding W conlraciory or non-governmental agencied. Finally, the slates 1nake post-awird
accountability reporis and 10ay be aubjeet to audils, Soine slales may prefer i have these prants adminislered by an
agency othet than their siate wlilily commissions. Srate Govemers tnd Lepislatures shoold be able o aseipn these
lasks o olher agencies iI lhey wish.

4T Allernatively, federal tunds could be provided 1o the siares and then laler audited for coippliance.
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carmier contribulions; custouer contribotions (surcharges); and state and local 1ax contribulions.
Cumparison is possible to other arcas of goveriuuant that employ similar matching structures.® Also, lhe
Ioiut Board recognizes thal the Lifeline/Liuk-Up program also works in Uvis nanner. In order 1o be
eligible for addiionel Tier 3 Lifebne suppor, a stale musl develop and fund ite own suate Lifeline/Link-

Up pmgrmnf’g
F. Aveiding Duplicalz Support

33, 1t 15 impaciani. 1o avoid duplicate suppon for networks. Altliough the Jomt Board here
recommends ereation of ¢ Broadband Fund and a Mobility [Fund, we intend lo avoid suppon duplicatiou
through the differeuces ainong the missions of the three Funds. For example, Broadband funding would
be evailable for construction of new broadband facilitiea. Maobility tuuding wonld be avallable for
consirction of new witeless Facilities. Neverheless, the Commission and the alales will need 10 exercise
cane 1o avoid inadvertent duplication of funding, Far example, a wireless provider wlo 1eceives suppod
under the new Mobility Foud would likely need only margina!l Broadband Fund dollars 10 add broadhand
10 its mobile network. Similar precautions should be epplied when & wireline carrier receiving POLR
support applies for Broadband Fuud moenies to provide broadband iu arveas corently served by the
carrier’s voics network.™

54, In order to use tederal funds efficliently, states will also need to consider oilier federal
gources of support and assistance. For exawple, broadband constraction granes should ool duplicale or
preemp! Funding evailable from the Rural Utllity Service.”! Where o variaty of fundiug sources exists, the
Joimd Boord recommmends thai. slales encourage measores (hal improve the recipient’s bosiness prospecis
by increasing dewwaud. States should award granta [0 carriers anly when demand-side stimulaiion, state
incenlives, sud borrawing are demonsirably inadeqoate. Finully, the Broadbaud and Mokbilily Funds
should provide operational support only when :ssenlial,

G. Supported Services and Carrier Eligibilléy
1. Services Suppurted By Universal Service - Broadband

35,  "The Act explivilly lasks the Joint Board, from time o tine, willl recommending o the
Commission modifications i the definition of the services (hal arz supported by Feder] universal sarvice
support mechanisis.” The Act also recognizes thai nniversal service is ag evolving level of

* For example. the 1995 National Highway System Designation Acl enablished the State Infrasmucture Bank (51B)
pilet program. Designed m conplement taditions] (ransportalion fimding programs, S[Bs can give stales increased
Nexilility in project selection and (inancial managenwnr. A S1B uses seed capitalizalion funds W0 get siarted and
olfcrs cuswomers of sigtes, a range ol loans and credil enhancement producia. Similar 1o the DYOT SIB Frogram. he
Broathand Makch Program can operate by using federa) grauts to slales with “cligible projecis” fo Jiew of radilional
leans or credir enhancements.

* The lederal v versal service fund provides Tier 3 suppant equaliug up o an additional 1,75 of recurting monthly
discounts ko elizible consuiners.

3% We recognize thal o significant portion of Broadband Fund monies given 1o mcumbent LECs may be given Io
non-rural camiers, These carriers crenily serve the wajonity of rural high-cesl custoniers who do not haye
broadband service.

st Congtese is considering several plecey of legislation thar would, in varicus ways, further eshance broadband
diffusiom.
 See 4T VLS. §254{cH2).
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telecominylicalions services (ha shoyld be revised periodieslly, laking into account advances in
telecoinmunicaiions and likamation technologies and services.” Cumently, all ETCs musi provide all of
the services supported by universal service. The services thal are currently required are thoge thal are
corunol for voice communicalions services and are listed in 2 Conunission rule first approved in 1997

56. The Joint. Board recounmends the Commissiown revise the curreni detinition of supporied
sarvices (0 include broadband Inlereet service. Wlile mobility and broadband capabilities both carrently
reveive sopport, that has been wilhim the contexe of the provision of besic local elecommunicalions
services by ETCs.

57, Adding breadband to the list of services elipibie tor suppori under Section 254 will have
several benclicial results. First, it will effectively declare an explicit national goal of making broadband
Internet service avaiiable to all Aunericans al alfordable and reasounbly comparable ratgs. Second, it will
legitimize exisling support wechanisms that already provide support for broadbsnd-capable Eicilities.
Finally, it sliould rednce any tendency of existing support mechanisms to provide incentives for
broadtand deplovment only in selected areas.™

58.  We conclude that hruadhand Inretnet service satislies the slatutory criteria for inclugion,™
Firsl, broadbaud Inieinet servives are esscitial to education, public health, and public safety. The Internet
i3 mereasingly used for education, i1 significam part by slisring materials and audio and video ®reams in
edncaliomal envirouents, as well as through intormal edancalional conleut such as onling news services
ihai can be cnslomized to reflect the user's inlerests. The Internet is also mereasingly used by healih care
prolessionalk, such as for sharing medical records ond diagnostic information. Moreaver, many
residentia) uyers get health care advice from the many medical compendiumes That are available online. In
all of lliese applications, classical dial-up Inlernet aceess is marginally vaefiel, and is aften inadequale.

49, Sevond, broadband [niemet service s subseribed 10 by a substantial majority of
residential customers. Morz than lull of the households in the Uniled States curmently subscribe. and at
least oue high apeed provider is providing serviee in 99.6 % af the zip codes in the coumiry.”” In our
view, Alnericans have made a clear judgment, consislent with the rest of the developed world, that
broadband Internet access ig an importanl. component of modem hile.

60, Third, moadband Iniermnet access s being deploved in public lelecommunications
nelworks by ielecommnnicalions cartiers. Millious of custowers today purchase DSL service, the veision
of hroadband Inlemel service that is cusiomarily provided through copper ieleplione networks. Others
purchase broadband Internet aceess ihroogh their wireless carriers.

i Sec 47 US.C. § 234(e)(1).

** Federal-Stna Joint Roard on Uniweirsal Service, CC Dackel No. 95-43, Fourh Bepory and Ordder, |3 FCC Red.
5318 (IH7).

** Soune lederal suppor already is already being applied io provide broadband services. The High Cost Loop
prograin supports ivestnent and expenses associared with local loops, even when (ose loops are broadband-
capable. Indeed, carricrs with lugher qualily (acilities genara]ly lend 1o have mare casily loops and this rend 1o be
eligible Ior more HCL support,

* See ATULB.C. § 254(c)(L).

TFCC, Industry Aualysis and Techmology Division, Hich-Speed Services for Internet Aecexi- Stotus as of
Deacember 31, 2006, Table 15, released O, 2007,
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al. Finally. inciuding broadbend Intemet. access in the List of supporled services is cousistent
wilh the public inleres1, convenience, and necessily, Congressional comuniltees have repesiedly siressed
1o members of lns Jgint Board their opinion thal umform broadband deployment is an importaut national
lelecomimumications goal. This is consistenl with the public’s view. The stale comtissionars on the Joint
Brard all have personal experience wilh consaling irle telephone customery wlio lind themselves unable
I buy hroadband Inlternet service al home or at their place of employment. We conclude Liat ubiguitous
broadband access will improve the lives of millions of Americans, panicularly ia the coming years when
Inteme! communicalions ere expectad to become en even more essential cottmunications tool | in daily
life.

62. In sum, Americaus have made a collective judgment thal broadband is en imporiant
sarvice. ThereJore, the Joiut Board believes ihat it should be eligible for support under Seclion 254, wiith
ihe goal of msking i available io all. Below, we also recommend that the Commissian seek, further
comuueni on the adegnacy of the corrent definuion of broadbnnd.

2. Serviees Suppor(ed By Universal Service — Muhility

63, Consiscent with the preceding recommendations regarding broadband service, the Joinc
Baard also recommends that mobility be added o 1he list of supported services. Telecommunications
services have evolved sinee the enactment of the Act, end mobility services have grown dramalically.
Consumers throughont the nation today depend on thase services for basic, esgential communicabions Lt
are w lomger limited by the location of their wircline telephones. Due to ihis explesive growth and
consumer dependence on mobility eommunisations, we conclude that mobiliry salisfies the siatulory
requireinants for inclusion as a separalely suppored service and shonld no longer be eligible for support
because it happens to galisfy reqnirements designed for wireline vojce couununicalions.

64. Fira, 1ie demands for mobility services, including demands lor wireless broadband, have
growi so umch thal mobiity is loday essential to the education, public health, and public safety of this
nation. The Jeinl Board agrees with the thousands of comments received in this docket sugweesting that
wireless lelecommunicalions services e no longer 4 luxury in our society, buol are 8 fundamental
necesslty for am overwlielining majority of constwners for public healih, safety. and economic
developrieut,™ From a public service standpaini_ (he iniiial emplasis on mebility expansion will be 1o
identify and serve those counpunities 1har are presently unserved by mobilily services. Simulianeously,
from 2 public satety standpoint, stales will be encowraged (o larget mobility rumlmg o unserved areas
within e state and fodem! highway syslem.

B5. Second, mx:-bthg,r sarvice i subacribed 10 by 2 snbelantial nejorily of resideutial
customers. Thie Act requires only Lhiat a supparled service he subscribed to by a subalannbial ajority {over
£0%) of remadential cusioners. The Commisaion reports that as of 2006, there are substanially more

. . . ' e T . . . . | n: p
wireless (elepliones in service (217 million) 1han wireline aceess lines in service (172 milliou).™ Alihough
Ihese counts include both business and residentizl cusiomers,” Lie wireless nutubers are 90 larpe as (o
cowpel 2 conclusion thar witeless service (9 subacribed 1o by a majorily of residential cusiomers and has
hecoue an essential element jn our Lation’s telecommunications services.

* Coalition Working [or Equality in Wireless Telecomununicalion, Connecting Rural Awmerica, Ex Parte filing, WC
Docket No. 05-337, Ocl. L5, 2007

P ECC, Trands in Telephone Nervice, 2007 repont, FOC, tahles 8.1 and 11.2.
S Residential lme counts are not séparalely reported.
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66, Third, mobility setvice, like broadband, is being deployed in public relecommuynications
nelworks by lelecommunications camers. The s of mobilily seivices available throughout the country
is dch and diverse. Mobilily services have vnique characieristics that are signilicantly different than ihose
of {he wireline ustwork. The record aliows inany examples where cusiomers huve uscd wireless services
in eutergencies where wireling coonmunicatians were either unavailable or not operaiional, Mobility
provides freedom of ecommunication not Lied L specilic location, tomumunicalion occurring durmg Lravel
on highways, and communicalion in areas where wireline phiones or payphones are not available.

67. For all of 1he readons previously stated. we gonclude that including mobility service in
the list of supported services is consistent wilh the public interest, convenience, and necessity, We
recommend Lhat the Commission seek additional commeni prior Lo adopting new rules thar will help
eline betl ihe definiion of mobility service as well as identity the unigue ETC reapousibilidies that will
be required of mobilily carriers.

] Carrier ETC Derignaiions and Support Eligibiliry

a8, Cmrently, all ETCs must provide all of the services supported by nniversal service,
Although the Joimt Board recommends expanding the list of suppomed services, we do not intend that a
carrier muat affer all supporied services (voice, niobility, and broadband) in order Lo receive any higli-casi
support. On the contrary, the ihree-fund approach anvizions separate funds for each 1ype of savice, wilh
no overlaps in suppam across Lhe funds. As (he mantition to the three new replacement funds occurs,
incumbeni LE{s maving lo the POLR, fund would remain subject to current ETC requirements, A
dilferent set of requireiments rellecting the purpose and nauwe of the Broadband Fund would be
eslablished for eligibility to receive syppon fiom e Broadband Fund, Similarly, a different set of
eligibifity requirements reflecting 1he purpose and nature of the Mebility Fund would be established for
the Mobiliry Fund.

IV. ISSUES FOR FURTHER COMMENT

6%. Several of the preceding 1ecommendations require more development and pukiic
comment. The Joml Board is willimg io continue tr edd to the debale, bul we else wanl io send a
complete and aclionable recommendation to the Commission, thereby allowing il 1o respond
comprehengively (o ihis Recommended Decigion. We are willing lo resumne deliberatious should the
Commissicn refer gnestions back (o Lhe Joim Board.

A. Allocaling Funds among States

70, Ag nored above, the Joint Board believes ual states can most effectively cliooze 1he
appropriate provider under 1he new Broadband and Mcbilily Punda, However, we recommend that he
Commission seek further comment an the most effeclive meclaisn to delermine the appropriele
allocation of funds ameug Lhe states. We note a general need io defermine the relalive propedion of
unserved areas, bu seek further information o the specific method of allocation, wherher it be a national
forward-looking cost model, or other methods of determining state broadband and wireless deployment
levels.

B. I[dentlfying Unserved Arens

7l. The Joinl Bosrd recoiunends that the Commjagion seck further comment on the mosl
¢lfeetive method to detetmine wiserved areas for both broadband rnd wireless coverage. Yanous sla'es,
such as Wyoming and Kentuchy, have enactled statewide effons 1o map vnssrved brosdband areas. The
Commission should seek comment both foni states and providers as (o the means of oblaining detailed
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