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I. INTRODUCTION 

NTCA-The Rural Broadband Association (NTCA) 1 hereby submits these comments on 

the Petition for Clarification ofMatanuska Telephone Association (Petition) 2 In the Petition, 

Matanuska Telephone Association (MTA) explains that the Commission's Alaska coefficient in 

the Quantile Regression Analysis (QRA) has the effect of proposing that the cost of providing 

service in Alaska is less than the cost of providing service in the lower 48 states. This outcome, 

MTA avers, is flatly inconsistent with numerous independent sources that find higher costs in 

Alaska when compared to the lower 48 states. Therefore, MT A asks the Commission to instruct 

the Wireline Competition Bureau (Bureau) to (a) establish a coefficient that is consistent with the 

higher costs realized in Alaska, or (b) re-run the QRA without an Alaska CapEx coefficient for 

those carriers affected adversely by the current coefficient. As set forth below, NTCA submits 

that the Petition illustrates the need for accuracy in the QRA and therefore urges the Commission 

to not only address obvious, counterintuitive errors with respect to the Alaska coefficient, but to 

NTCA represents nearly 900 rural rate-of-return regulated telecommunications providers. All ofNTCA's 
members are full service local exchange carriers and broadband providers, and many provide wireless, video, 
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also redouble efforts to ensure that if the QRA is to be used at all, its inputs are accurate and its 

outcomes promote the provision of specific, sufficient and predictable high-cost support. 

II. DISCUSSION 

NTCA is committed to achieving processes and mechanisms that facilitate specific, 

sufficient and predictable support, consistent with the statute. This is necessary in order to ensure 

that, in accordance with the law, consumers in rural and insular areas of the Nation should have 

access to communications services that are reasonably comparable to those available in urban 

areas, and at rates that are reasonably comparable to those paid by users in urban areas. 

As the Commission is aware, NTCA has disputed the appropriateness of the QRA to 

determine expense limits for rural, high-cost carriers. Nevertheless, NTCA recognizes the 

necessity of engaging alternative simultaneous actions in this regard. At the first instance, NTCA 

requested judicial review of the QRA, engaging the question of whether it is a lawful mechanism 

when held against the governing statute. And, yet, recognizing the unknown outcomes of judicial 

appeal, NTCA has also engaged with Commission Staff to discuss discrete modifications to the 

QRA that, if the QRA is ruled lawful, could at least enable the QRA to be implemented upon the 

basis of accurate data, substantive refinements and a transparent testing and implementation 

process. 

While not waiving any rights relating to pending judicial or intra-agency appeals, NTCA 

and its advocacy partners have developed data-rich analyses of QRA impacts and proposed 

various modifications to the QRA. Structural modifications aside, buttressing the accuracy of 

underlying QRA data is essential to ensuring that even baseline predictability can be obtained 

from the methodology; absent the use of accurate data, those subject to the QRA, whether 
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affected by a resulting cap or not at any given point in time, lack a meaningful and much-needed 

ability to predict outcomes. 

By way of example, NTCA and other rural industry representatives (collectively, Rural 

Associations) illustrated the faulty outcomes borne of inaccurate data in a May 29, 2013, ex 

parle presentation3 The Rural Associations submitted data illustrating instances of incorrect 

inclusion or exclusion of entire borderline census blocks from study areas,4 demonstrating the 

sizeable impact that in-put errors wreak on eventual outcomes5 

Intended to identify firms whose respective costs fall beyond a certain formulaic 

threshold, the QRA struggles with several challenges, including the task of identifying 

statistically significant outliers in a relatively small universe. This substantive conundrum, 

however, is compounded by the need to identify accurately quantified data. Where difficulties 

inherent to the structure of the model and the ability to establish accurate data befuddle the QRA 

task, such as where counterintuitive indicators suggest that it is less expensive to operate in 

Alaska than elsewhere in the United States, resolution cannot be completed under the qualified 

rubric of"good enough." Indeed, the Commission has consistently championed a "data driven" 

process, most recently stating, 

... a careful data-driven process is consistent with- and indeed critical to -that 
implementation [of reform]. We emphasize our commitment to such a process, 
and we direct the Bureau, as it ... proceeds with other reforms adopted in the 
USF/ICC Transformalion Order, to continue taking all appropriate steps to seek 
input from affected stakeholders, and gather relevant data on the effect ofreforms 
as they proceed6 

Connect America Fund,· High-Cost Universal Service Fund: Ex Parle Presentation q("GVNW, NECA. 
NTCA, and WTA. Docket Nos. I 0-90, 05-337 (filed May 31, 20 13) (May 31, 2013 ex parte) .. 

May 31, 2013 ex parte at 2. 

May 31, 2013, ex parle, Attachment at 4, 5. 
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Even if the underlying theories were sound, the use of incorrect data leads to untenable 

outcomes. Neither the Commission nor the industry can countenance, nor does the statute 

permit, resignation to substandard data sets yielding questionable outcomes. Instead, the 

Commission and Bureau must redouble their efforts to ensure accurate data and rational 

outcomes. 

Regardless of one's perspective generally on the usc of QRA to limit recovery of 

expenses, some aspects of the model and some of the resulting outcomes are so far afield from 

the underlying principles and expectations of the program that they can identified readily as 

either fail points or, more generously, reminders that adjustments must be made in order to 

achieve rational outcomes. 

These are evident clearly in the outcomes that affect the Alaska companies. As described 

by MTA, the QRA incorporates a counter-intuitive negative coefficient for the costs of deploying 

network infrastructure in Alaska. The problem was addressed probably most appropriately by 

then-Chairman Julius Genachowski, who concluded under Senate question, "there may be a 

misunderstanding there. Our staff recognizes the cost and expense of building out in Alaska."7 

The Alaska coefficient was ironically intended to accommodate the high costs of 

deploying broadband in that state. The Commission noted that it included a variable to reflect the 

"harsh climate and other factors" that make Alaska "unique" in its deployment challenges8 In 

s~ee, Testimony of FCC Chairman Julius Genachowski before the S. Committee on Commerce, Science and 
Transportation, 113 '" Cong., Mar. 12, 20 13 ( 
http://www. commerce.senate.gov /pub lie/index .cfm ?p= H earings&Con tentRccord _id= 1 8f8 3ea5-
3d7d-4cf9-92ad-30a342l c ll d3&ContentType __ ict~ 14f995b9-dfa5-407a-9d3 5-56cc7152a7ed&Group _id~b06c39af
e033-4cba-9221-
de668ca l978a&MonthDisp1ay~3& YearDisplayo'20 13, at 2:2514 (last viewed Jun. 17, 2013, at 11 :55). 

Connect America Fund; High-Cost Universal Service Support: Order, Docket Nos. 10-90,05-337, DA 12-
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the context of that recognition, the Alaska coefficient represents Commission acknowledgement 

that even under the best of circumstances, the QRA requires some adjustment to balance the 

unique factors of Alaskan deployment. Oddly, however, the QRA employs a Cap Ex a negative 

coefficient that projects lower costs for serving Alaska than the lower 48 states. 

The problem described by MTA underscores the need to obtain the proper outcomes. The 

negative coefficient for Alaska is a clear error, but other erroneous outcomes, such as those 

based on faulty data, may not be as immediately clear and yet just as damaging to any given 

subset of affected carriers of last resort. At the very least, the Commission must ensure that the 

inputs to the QRA have been scrubbed, scrutinized and subjected to thorough testing in order to 

ensure their accuracy, and that whatever processes are undertaken in those regards are subject 

fully to public inspection and review. 

III. CONCLUSION 

The Petition illustrates the need for accurate cost-determination. Therefore, NTCA urges 

the Commission to not only address obvious, counterintuitive errors with respect to the Alaska 

coefficient, but to also redouble efforts to ensure that if the QRA is to be used at all, its inputs are 

accurate and its outcomes promote the provision of specific, sufficient and predictable high-cost 

support. 

June 17, 2013 

Respectfully submitted, 

s!Joshua Seide mann 
Joshua Seidemann 
Director of Policy 
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