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Before the
Federal Conmmuni cati ons Conmi ssi on
Washi ngton, D.C. 20554

In the Matter of:

Federal -State Joint Board on CC Docket No. 96-45

Uni ver sal Service

N N N N N N

COWENTS OF THE FLORI DA PUBLI C SERVI CE COW SSI ON
OPPCSI NG THE PROPCSAL OF THE FEDERAL STATE JO NT BOARD ON
UNI VERSAL SERVI CE

The Florida Public Service Comm ssion (FPSC) submts these
comments in opposition to the Further Notice of Proposed Rul emaki ng
(FCC 01-8) released on January 12, 2001. In this Notice, the FCC
seeks comment on the Recommended Decision of the Federal-State
Joi nt Board on Universal Service (Joint Board) regarding the Rural
Task Force’s (RTF) plan for reformng the rural universal service
support nechanism The FPSC di sagrees with the concl usions of the
Joint Board that the RTF recommendation represents a good
foundation for inplenenting rural universal service reform The
FCC nust ensure that before any increased funding is authorized,
there is indeed a need for such an increase. |n addition, the FCC
has a duty to ensure that the nmechanismis inplenmented in the nost
cost-effective manner. It appears to us that the RTF s proposa

has not net these criteria.
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Summary of the RTF Proposal

The RTF was directed to provide assistance in identifying the
i ssues unique to rural carriers and to anal yze the appropri at eness
of proxy cost nodels for rural carriers.? It was clear that the
RTF was requested to present a report to the Joint Board that makes
specific recommendati ons on a rural forward-I|ooking econom c cost
(FLEC) nechanism? The FCC specified in its May 8, 1997, Report
and Order that the Task Force was to consider whether a FLEC
mechani smfor rural carriers should have different platformdesign
features or input values than the mechani sm adopted for non-rural
carriers.?®

The RTF submitted its recommendation to the Joint Board on
Sept enber 29, 2000. Its primary recomendati on was not to specify
a range of inputs or nodifications to the underlying nodel that is
currently used for non-rural carriers. Instead, the RTF di spensed
with consideration of a FLEC nechani sm and recomrended enl argi ng
the existing rural conpany high cost nechanism by renoving the

effects of caps placed on it in prior years. The existing

1 FCcCc 97J-1; CC Docket No. 96-45, Par. 1.
2 FCC 97J-1; CC Docket No. 96-45, Par. 2.

® FCC 97-157; CC Docket No. 96-45, Par. 254-255.
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mechani sm for rural study areas bases support on enbedded costs.
The overall fund size is allowed to increase as new lines are
pl aced in service. 1In addition, the anmount of corporate operations
expenses included in calculating a study area's support is |limted.
The RTF proposes "rebasing" rural study area support as though
t hese caps had not been in effect.

This “rebasing” would increase the current support avail able
to rural study areas by approximately $118.5 mllion. This anount
woul d be allowed to grow annually in proportion to both growth in
access lines and ininflation. Further, a special provision called
a “safety net,” would allow a carrier to include a portion of
addi ti onal costs incurred when the conpany's plant in service grows
nore than 14% annual ly. Additional funding for investnents nade
after acquiring exchanges from other carriers is also available
through a so-called “safety valve nmechanism” The RTF s proposa
al so i ncludes protection fromthe costs of catastrophic events such
as floods, fires, and other natural disasters. Al'l of these
conponent s have been filed as a “take-it-or-leave-it” proposal with
a five-year termlimt. As described below, this increase is
si nply not warrant ed.

Sufficiency Requirenents in the Act
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Section 254(b)(5) of the Tel ecommuni cations Act states that
“There shoul d be specific, predictable and sufficient Federal and
State nmechani sns to preserve and advance universal service.”
There has been no showi ng of the need for expanding rural support.
It seens i ncunbent upon the RTF proponents to provi de evi dence that
their proposal wll produce sufficient, and only sufficient,
federal support for study areas that require support. This has not
been acconplished. The RTF recommendation results in an overal
increase in the size of the fund, wi thout a reasonabl e show ng t hat
such an increase is necessary to neet the goals of universal
servi ce. The FCC itself has noted that “the primary role of
federal high-cost support is to enabl e reasonabl e conparability of
rates anmong states,”* while at the same tine, maintaining “the
objective that the fund not be any larger than is necessary to
achi eve the various goals of section 254.”° Any hi gh-cost federal
uni versal service support mechani sm should provide each area no

nore than t he anount of support needed to enable the rel evant state

to ensure reasonably conparabl e rates anbng st at es.

* NI NTH REPORT & ORDER AND El GHTEENTH ORDER ON RECONSI DERATI ON, CC
Docket 96-45, Adopted: Cctober 21, 1999, Rel eased: Novenber 2, 1999, Par. 7.

® NI NTH REPORT & ORDER AND El GHTEENTH ORDER ON RECONSI DERATI ON, CC
Docket 96-45, Adopted: October 21, 1999, Rel eased: Novenber 2, 1999, Par. 59.
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The RTF s proposal, however, does not offer any evi dence that
its nodifications to the enbedded hi gh cost nechanismw || produce
only “sufficient” support in rural conpany study areas. The RTF s
attenpts to conpare rural and non-rural carriers costs is
i nappropriate and m sses the conpetitive neutrality goals of the
Act. Specifically, Section 254(e) does not tal k about support for
rural carriers separately fromsupport to non-rural carriers, but
instead it discusses support for eligible teleconmunications
carriers. The anmount of funding should not necessarily depend on
the size of the serving carrier.

The FPSC acknow edges the inportance of the preservation and
advancenment of wuniversal telephone service as one of the
fundanment al principles of the Tel econmuni cati ons Act of 1996. The
FCC has a significant responsibility to balance the needs of
uni versal tel ephone service while ensuring that the high cost fund
is no larger than necessary. W would note that the high cost fund
has grown by aproximately $740 million since the passage of the
1996 Act.® Wt hout sufficient proof, the FCC should not assune

that the existing support is not adequate to neet these objectives.

There should not be a presunption of inadequate funding. The FCC

 Universal Service Monitori ng Report, CC Docket 96-45, Septenber 2000,
Tables 3.2, 3.7, 3.8, and 3.9.
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must ensure that before any increased funding is authorized, there
is indeed a need for such an increase. |In addition, the FCC has a
duty to ensure that the nmechanismis inplenented in the nost cost-

effective manner. |t appears to us that the RTF s proposal has not

met these criteria.

Bal ance of Interests

The RTF has mai ntained that its proposal shoul d be consi dered
inits entirety as an integrated package because it is a consensus
product. The RTF s proposal is not the first plan that the FCC has
recei ved where its sponsors have asserted the need to accept the
proposal as is wthout any nodifications. The FCC did not
capitulate to such assertions with the initial CALLS proposal, nor
should it now with the RTF plan. W believe that the FCC nust
abi de by the requirenents of the Act and eval uate each conponent of
any proposal that is brought before it.

As part of this integrated package, the plan calls for a five-
year wi ndow of stability to facilitate investnment. Wile we agree
with the desirability of increased investnent inrural areas, there
may be instances where nodifying the length of this proposal is
war r ant ed. Specifically, further devel opnent of the nodel and

appropriate inputs nay denonstrate that the anount of support is
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excessi ve. If so, it should be termnated before the 5 years.

Thus, there needs to be a two-year check point.

Di saster Reli ef

The FPSC al so questions the need for a special provision for
di saster relief. This commssion is concerned about the
appropri ateness of establishing a special disaster fund only for
rural carriers when disaster insurance is available. Thi s
commi ssion believes that it is the responsibility of the provider
to obtain insurance as part of their business plan, not the goal of
uni versal servi ce. Furthernore, we would question why it is
appropriate for rural carriers to receive this form of support,
when non-rural carriers do not.

Concl usi on

In conclusion, the FPSC opposes the RTF proposal. W have
serious concerns regarding its inpact on ratepayers. The FPSC is
not persuaded t here has been a sufficient denonstration of need for
t he proposed increase in the RTF proposal. To the extent that the
FCC noves forward with this or other simlar proposals, we would
urge the FCC to ensure that there is indeed a need for such an

i ncrease before any increased funding is authorized.

Respectful ly submtted,
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DATED: February 23, 2001

Cynthia B. MIler, Esquire
Bureau of Intergovernnental Liaison

FLORI DA PUBLI C SERVI CE COW SSI ON
2540 Shumard Gak Boul evard

Tal | ahassee, Florida 32399-0850
(850) 413-6082



Certificate of Service

| HEREBY CERTI FY that a true and correct copy of the foregoing
Comments of the Florida Public Service Conmission will be furni shed

to the parties on the attached service |ist.

Cynthia B. MIler, Esquire
Bureau of Intergovernnental Liaison

DATED: February 23, 2001
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