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SECTION II.C, TASKS 1,2 AND 6 COMMENTS OF THE
NEBRASKA RURAL INDEPENDENT COMPANIES

The Nebraska Rural Independent Companies (“RIC”)! submit these Comments in
response to the Order Opening Docket, Seeking Comment and Setting Hearing entered by the
Nebraska Public Service Commission (the “Commission”) in this matter on August 29, 20232
The responses set forth below are limited to the issues presented by the Commission in Section
I1.C, Tasks 1, 2 and 6 of the NUSF-139 Order.’

L INTRODUCTION
On September 29, 2023, RIC filed Comments in response to the Commission’s inquiries

set forth in Section II.A of the NUSF-139 Order, and on October 24, 2023, RIC’s witness, Dan

! Consolidated Telephone Company, Consolidated Telco, Inc., Consolidated Telecom, Inc., The
Curtis Telephone Company, Great Plains Communications, LLC, Hamilton Telephone
Company, Hartington Telecommunications Co., Inc., Hershey Cooperative Telephone Company,
Inc., K & M Telephone Company, Inc., The Nebraska Central Telephone Company, Northeast
Nebraska Telephone Company, Sodtown Communications, Inc., and Three River Telco.

2 In the Matter of the Nebraska Public Service Commission, on its own motion, to consider
appropriate modifications to the high-cost distribution and reporting mechanisms in its
Universal Service Fund program in light of federal and state infrastructure grants, Application
No. NUSF-139, Order Opening Docket, Seeking Comment and Setting Hearing (Aug.29, 2023)
(the “NUSF-139 Order”).

3 The comment deadline for the NUSF-139 Order Section I1.C, Tasks 1 through 7 was bifurcated
by the Hearing Officer’s Order Bifurcating Schedule for Comments and Extending Comment
Deadline in Part entered October 12, 2023.



Davis, presented testimony to the Commission regarding Section Il.A inquiries. Today, RIC is
separately filing Comments in response to the Commission’s inquiries set forth in Section 11.B of
the NUSF-139 Order that address the Commission’s Strategic Plan and goals for the Nebraska
Universal Service Fund High Cost Program (the “High Cost Program™) that were established in
2016. The instant Comments separately address the Commission’s inquiries set forth in Section
I1.C, Tasks 1, 2 and 6 of the NUSF-139 Order. If and when the Commission provides for the
filing of reply comments or post-hearing comments or schedules further hearings on any aspects
of the NUSF-139 Order, RIC intends to fully participate in any such filings or hearings.

In the below Comments, RIC will first set forth the topic or question in response to which
comments are requested in the NUSF-139 Order followed by RIC’s responsive comments. RIC
appreciates the opportunity to provide these Comments to the Commission and to participate in
this important docket regarding the long-term future of the High Cost Program.

1. POLICY GUIDELINES

The “Policy Guidelines” set forth in RIC’s Comments filed on November 17, 2023 in
response to Section I1.B are equally applicable to the following comments on Section I1.C, Tasks
3,4,5and 7. RIC incorporates the discussion of the “Policy Guidelines” as found in such
previously filed Section 11.B Comments as if fully set forth herein.

I11.  RIC’S RESPONSES TO THE COMMISSION’S SECTION 11.C, TASKS 1, 2 AND
6 REQUESTS FOR COMMENTS*

* RIC respectfully recommends that with regard to Tasks 1 and 2 and all of the Commission’s
inquiries included in Tasks 1 and 2, the Commission should closely monitor the Federal
Communications Commission’s (“FCC”) actions and comment filings by interested parties
relating to Connect America Fund, et al., Notice of Inquiry, WC Docket Nos. 10-90, 14-58, 09-
197, 16-271, RM-11868, FCC23-60 (rel. July 24, 2023) (the “FCC NOI”). As the Commission
is aware, the FCC NOI “seeks to build a record to help the Commission explore methods to
ensure universally affordable and available fixed broadband services into the future. . .” Id. at
para. 154.



Task 1 — Incentivization of New Broadband Investment

We seek comment on how to revise the Commission’s high-cost distribution mechanism to
incentivize continued investment in areas where broadband infrastructure has been and will
be deployed.

Multiple federal support programs such as the FCC’s Enhanced Alternative Connect
America Cost Model Program (“E-ACAM?”), the Rural Utilities Service ReConnect Program,
and the National Telecommunications and Information Administration’s Broadband Equity,
Access, and Deployment (“BEAD”) Program exist to fund construction of networks to provide at
least 100/20 Mbps broadband service to currently unserved or underserved locations. These
federal programs are supplemented by the Nebraska Broadband Bridge Act Program (NBBP”)
and the High Cost Program. It is currently unknown whether, in aggregate, these programs will
be sufficient to accomplish the goal of providing all Nebraskans with access to broadband
service at 100/20 Mbps or greater speeds. However, to the extent that locations remain unserved
following deployment of broadband supported by these programs, it can reasonably be predicted
that such unserved locations will be remote, very sparsely populated and very high cost (“ultra
high cost locations™) and thus are uneconomical for build out by grant recipients or bidders for
support in reverse auctions. The Commission and parties are well aware of the lack of success
with the August 2022 reverse auction of withheld and withdrawn High Cost Program support.®

In order to incentivize broadband providers to deploy networks to serve the “ultra high
cost locations”, RIC submits that at least three requirements must be met by any High Cost

Program modifications. First, sufficient state or federal support must be provided to cover the

5 RIC notes, however, that on November 8, 2023, the Commission released a detailed order that
revises reverse auction procedures and establishes a 2024 reverse auction schedule. See In the
Matter of the Nebraska Public Service Commission, on its own motion, to establish reverse
auction procedures and requirements, Application No. NUSF-131, Progression Order No. 2
(Nov. 8, 2023) (the “NUSF-131 Order”).



material, labor and related costs to construct broadband facilities to provide access to broadband
services at these locations. Second, the broadband provider that accepts build out support in
return for a build out commitment must be assured that predictable and sufficient support will be
provided that, together with anticipated customer revenues, will at a minimum recover long-run
incremental ongoing expenses for maintaining and upgrading broadband service to these “ultra
high cost locations.” Third, it is also appropriate that companies incurring these capital and
operating expenses in otherwise uneconomic areas have the opportunity to earn a reasonable
return on their investments.

Identifiable sources of state funding available for distribution by the Commission for
deployment of broadband services to “ultra high cost locations” currently are future NBBP
grants, withdrawn or withheld High Cost Program allocations or distributions originally made to
price cap carriers, and future High Cost Program distributions that may be made. Assuming
continuing funding by the Legislature for the NBBP, the Commission could identify project
areas for which it believes that funding should be used to establish broadband service to
unserved “ultra high cost locations” and seek applications from broadband providers to compete
for such funding. Similarly, the Commission could create project areas consisting of “ultra high
cost locations” for which it seeks reverse auction bids for withdrawn or withheld High Cost
Program distributions.®

In addition, the Commission will likely need to make necessary adjustments to the

current High Cost Program in order to provide sufficient and predictable ongoing expense

® See RIC’s responses to Commission questions regarding reverse auctions at 5-8 below.



support for the high cost locations, once facilities to serve such locations are built.” Any such
adjustments should be made on the basis of the “Policy Guidelines” identified by RIC in its
Comments filed in response to Section 11.B of the NUSF-139 Order.® Further, RIC suggests that
the following points should be considered by the Commission in connection with any
adjustments to the current High Cost Program:

1. Ongoing expense High Cost Program support should only be provided to Nebraska
Eligible Telecommunication Carriers (“NETCs”).

2. Ongoing expense High Cost Program support should be provided only for future-proof
networks that can deliver 100/20 Mbps or greater speeds with appropriate network
upgrades, and that are scalable to speeds that will be necessary in the future to meet
expanding customer demands.®

3. Recipients of ongoing expense High Cost Program support should be required to serve all
locations within the service area for which support is received.

4. Recipients of ongoing expense High Cost Program support should be subject to quality of
service requirements.

5. Rates charged by these recipients should be comparable to urban rates or the rates used to
calculate support, as applicable.

6. Stand alone voice service should continue to be required as a condition for receipt of
support.

We seek comment on ways to allocate funding in the future, including whether to utilize
reverse auctions and rural-based community plans. We seek comment on how these
mechanisms should be incorporated into the Commission’s high-cost distribution mechanism.
Will these funding mechanisms remain relevant? Are there other incentive-based methods for
allocating funding which would be more effective and efficient?

7 See responses to Task 2 questions at 14-19 below for a more complete discussion of this
subject.

8 See RIC Comments filed in response to the NUSF-139 Order, Section 11.B at 2-3 (Nov. 17,
2023).

% 1t should be noted that on November 1, 2023 the FCC released its Seventeenth Section 706
Notice of Inquiry In the Matter of Inquiry Concerning Deployment of Advanced
Telecommunications Capability to All Americans in a Reasonable and Timely Fashion, GN
Docket No. 22-270 seeking comments on revised benchmarks for advanced telecommunications
capability and universal service goals for broadband.



RIC respectfully submits that the experiences of the past five years regarding
implementation of High Cost Program reverse auctions and rural-based community plans
demonstrate the challenges associated with fashioning a framework that advances the
deployment of broadband in a manner consistent with the High Cost Program’s goal of
deploying and operating ubiquitous broadband networks throughout rural Nebraska. While the
Commission may be able to address some of these challenges when the final order in the NUSF-
131 docket is released,® based on intervening federal actions, RIC submits that it would not be
advisable to expand the use of reverse auctions (or rural-based community plans) for
incorporation into the Commission’s High Cost Program distribution mechanism.

Neb. Rev. Stat. § 86-330 specifies the limited purposes for the use of reverse auctions and
rural-based plans to redirect withdrawn or withheld High Cost Program support to the exchange
area for which the support was originally distributed. Currently, the aggregate amount of such
withdrawn or withheld support is nearly $22 million based on NUSF Director Cullen Robbins’
testimony presented at the hearing of Application No. NUSF-131.1 Such amount was originally
distributed to exchange areas operated by price cap carriers Citizens Telecommunications
Company of Nebraska and Windstream Nebraska, Inc. While the Commission has undertaken

considerable efforts to implement the directives found in Section 86-330,%2 questions still exist,

10 See In the Matter of the Nebraska Public Service Commission, on its own motion, to establish
reverse auction procedures and requirements, Application No. NUSF-131, Progression Order
No. 1, Order Seeking Comment (Mar. 14, 2023) (the “NUSF-131 Order”) in which the
Commission posed a series of questions regarding improvements to the reverse auction process.
Comments and reply comments were filed and a public hearing was held on August 2, 2023.

11 See NUSF-131 Order at 3 and 5.

12 Reverse auctions have been a part of legislative and Commission policy discussions relating to
the NUSF since 2018 with the passage of LB 994 and, since 2021 with the addition of Section
86-330(6) arising from LB 388 that allows for redirection of withdrawn NUSF support through

6



based on the outcome of the 2022 reverse auction,™ as to the results that can be reasonably
expected to be achieved through continued reliance on reverse auctions or rural community-
based plans.'*

RIC respectfully submits that intervening federal actions have called into question any
possible continued or expanded application of a reverse auction framework. The challenges in

delivering the anticipated benefits of Phase | of the Federal Communications Commission’s

the use of rural-based community plans in addition to reverse auctions. The Commission’s
significant efforts to try to implement these directives through public input and comment are a
matter of record. See In the Matter of the Commission, on its own motion, seeking to amend
Title 291, Chapter 16, to adopt Reverse Auction and Wireless Registry rules and regulations in
accordance with Nebraska Legislative Bill 994 (2018), Rule and Regulation No. 202, Order
Opening Docket (Mar. 12, 2019) and id., Order Issuing Amended Certificate of Adoption (Nov.
4, 2020) (modification of initial rules based the review of the Attorney General that eliminated
the sections of these rules relating to community-based redirection of support); see also In the
Matter of the Commission, on its own motion, seeking to amend Title 291, Chapter 16, Reverse
Auction and Wireless Registry rules and regulations in accordance with Nebraska Legislative
Bill 338 (2021) and Id., Order Adopting Third Set of Proposed Rules and Issuing Certificate of
Adoption (Aug. 29, 2023).

13 In parallel with the foregoing referenced rulemaking proceedings, the Commission, on its own
motion, opened Application No. NUSF-131. See In the Matter of the Nebraska Public Service
Commission, on its own motion, to establish reverse auction procedures and requirements,
Application No. NUSF-131, Order Opening Docket, Seeking Comment and Setting Hearing
(June 29, 2021). The 2022 NUSF reverse auction (see id., Order Establishing Reverse Auction
Procedures and Scheduling Workshop (Feb. 1, 2022) and Order Issuing Reverse Auction
Schedule and Procedures (June 28, 2022). However, this reverse auction resulted in submission
of only one bid awarded ($22,814.50 out of a budget for such auction that totaled
$13,092,254.00).

14 More specifically, the Commission issued the NUSF-131 Order in response to which
interested parties suggested significant modifications to NUSF reverse auction procedures
including reduction of the geographical area of minimum bidding units (“MBUSs”), constituting
MBUSs as contiguous areas, increasing MBUSs reserve prices through adjustments to model-based
costs, and resolving the issue as to whether successful reverse auction bidders will receive NUSF
ongoing expense support for locations in the MBU in return for acceptance of carrier of last
resort obligations for such locations. See, id., Comments and Reply Comments of the Nebraska
Rural Independent Companies dated April 14, 2023 and May 5, 2023, respectively.



(“FCC”) Rural Digital Opportunity Fund (“RDOF”)*® and the federal government’s near-term
implementation of BEAD®® will surely provide further guidance to the Commission as to how
such programs and frameworks can and should be structured. This learning, in turn, may assist
the Commission in its effort to successfully implement the requirements of Section 86-330.
However, information is not currently available that supports expanded use of a reverse
auction/rural community-based framework in connection with distribution of High Cost Program
support. Therefore, RIC respectfully suggests that no rational basis exists to support use of
reverse auctions or rural-based community plans as possible replacements or augmentations to
the existing High Cost Program distribution mechanism.

The Commission seeks comment on the appropriate process for making updates to the State
Broadband Cost Model (“SBCM”) to account for a more current estimate of costs incurred to
deploy broadband infrastructure in today’s environment. Should costs in the cost model be
adjusted with time based on inflation. If so, what price index should be used?

As the Commission and the industry are surely aware, inflation has had a significant
impact in recent years on telecommunications and all businesses. Inflation is particularly
difficult for firms such as the RIC members that operate in very rural areas that present limited
opportunities to recover inflationary costs from small numbers of customers. RIC has previously

advocated that the Commission should incorporate an inflation factor in the calculation of High

15 https://communitynets.org/content/worries-mount-rural-digital-opportunity-fund-default-
money-will-be-wasted (last visited October 9, 2023).

16 The Commission is well aware of the magnitude of federal dollars available for unserved and
underserved locations within the rural areas of the country. A portion of these monies allocated
to the State of Nebraska for BEAD (approximately $405.28 million) will be available for
applications in Nebraska price cap carriers’ rural areas, the very areas that, in RIC’s opinion,
raised the need for LB 994 and reverse auctions in the first instance.



Cost Program support.” In the NUSF-131 Order the Commission finds that it is appropriate to
increase reserve prices for minimum bidding units in the 2024 reverse auction by a factor of 2.5
times the modeled costs provided by the SBCM.*® This finding is in response to evidence in the
record relating to the effects of inflation and general increases in costs of labor and materials
necessary to construct broadband networks.

The RIC members recommend that an inflation factor should be used to adjust SBCM
cost data each year to more accurately reflect cost trends and actual costs of labor and materials
that occur due to inflation.*® One inflation index that could be used and is currently used by the
Universal Service Administrative Company (“USAC”) for various federal high-cost programs, is
the GDP-CPI index. Use of this index is appropriate, as it is widely accepted as a measurement
of inflationary costs for businesses and consumers in the nation.

The A-CAM model was based upon a modified version of the model previously used to
extend an offer of Connect America Cost Model (“CACM”) model-based support to the price
cap companies in 2015. The cost module for CACM was finalized in 2014. Notably, the
operating expense inputs to the CACM model were derived from, among other things, NECA
data from 2006-2010 and ARMIS data from 2007 and 2010.2° Arguably, the CACM cost

module was already out-of-date at the time it was finalized for use in extending an offer of

17 See NUSF-131 Order at 4 citing testimony supporting adoption of an inflation factor in setting
reserve prices for Minimum Bidding Units in reverse auctions.

181d. at 6.

19 As suggested in footnote 4 above, the Commission should closely monitor the progress of the
FCC NOI as it considers modifications to the Connect America Cost Model (“CACM?”) on which
the SBCM is based.

20 See, CACM, Model Methodology, CACM Version 2.4.0, Document version 2.4.0, Revised
05/01/2018, page 29.



universal service support to ACAM | companies. The annual amount of support that was
calculated pursuant to CACM in 2017 is the amount that ACAM-electing companies have been
receiving annually for the past six years.? While the original CACM should have included a
price index variable to account for changes in prices, the low rate of inflation in years 2018
through 2020 reduced the impact of the absence of this variable. However, the current
inflationary environment that began in 2021 emphasizes the need to implement a price index
variable in connection with the High Cost Program that should have commenced in 2022, but
certainly needs to commence for 2024.22

The FCC has adopted an inflation adjustment in support programs such as E-Rate, Rural
Health Care, and high-cost loop support. The FCC has chosen to apply the GDP-CPI factor to
the annual budget for these programs. In the context of the E-Rate program, the FCC stated that
indexing the E-rate cap to inflation “is a sensible approach to gradually aligning the support
provided by E-rate with the needs of schools and libraries.” The FCC further noted that
“[i]ndexing the cap to inflation will ensure that the program maintains its current purchasing

power in today’s dollars . . .”® Further, regarding the legacy high-cost loop support program,

2L Since 2017, the Commission has made annual inflation adjustments for the E-Rate, Rural
Health Care and the high-cost loop support programs as follows: Payment year (PY) 2018 1.8%;
PY 2019 2.2%; PY 2020 1.8%; PY 2021 1.2%; and PY 2022 4.2%. Annual FCC inflation
adjustment factor announcements are found at: https://www.usac.org/rural-health-
care/additional-program-guidance/funding-year-overview/ .
https://www.fcc.gov/document/e-rate-and-rhc-programs-inflation-based-caps-funding-year-2021
https://www.fcc.gov/document/e-rate-and-rhc-programs-inflation-based-caps-funding-year-2022

22 Inflation-adjusted increases are typically made on a trailing year basis. For example, the
FCC’s E-Rate and Rural Health Care programs’ funding caps for fund year 2022 reflect a 4.2%
inflation adjustment increase from funding year 2021, calculated based upon the GDP-CPI. See,
https://www.fcc.gov/document/e-rate-and-rhc-programs-inflation-based-caps-funding-year-2022.

23 In the Matter of Schools and Libraries Universal Service Support Mechanism, CC Docket No.
02-6, Sixth Report and Order, FCC 10-175, at 1 36 (rel. Sept. 28, 2010).
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the FCC has adopted an inflationary escalator to increase the budget for that program based upon
GDP-CPI.?* RIC believes that these actions by the FCC should be instructive to the Commission
and support the implementation of an inflation adjustment in connection with the High Cost
Program.

Recent studies have found that inflation is disproportionally impacting people living in
rural areas compared to the urban population. An analysis by the Congressional Budget Office
(“CBQO”) and a study prepared by Bank of America both found that rural areas have experienced
higher inflation than urban areas. The CBO study found that inflation has been 30% higher in
rural areas than in urban areas since the beginning of the pandemic.?® The Bank of America
analysis showed that spending power dropped for rural Americans by 5.2% on an annualized
basis versus 3.5% for urban dwellers in 2021.2% As an example of the disproportionate impact of
inflation on rural areas, one RIC member reported experiencing a 37% increase in fuel cost
between November 2021 and April 2022, which is particularly material given the distances that
rural technicians often travel to reach customer premises. According to data from the U.S.
Energy Information Administration, during the same time period the average fuel cost in the

United States increased by approximately 21%.2” Price increases due to inflation are not, of

24 In the Matter of Connect American Fund, et al., WC Docket No. 10-90, et al. Report and
Order, Further Notice of Proposed Rulemaking, and Order on Reconsideration, FCC 18-176, at |
89 (rel. Dec. 13, 2018).

2 https://www.cbo.gov/system/files/2022-01/57794-Smith.pdf

26 https://www.cbsnews.com/news/inflation-rural-households-non-college-grads-hardest/

2https://www.eia.gov/dnav/pet/hist/LeafHandler.ashx?n=pet&s=emm epm0 pte nus dpg&f=m

11



course, limited to fuel. All material and labor costs associated with construction of networks to
enable access to broadband services have increased.

The disproportionately harsher effects of inflation in rural areas combined with
inadequate broadband services disadvantage the population and the economies of rural America.
Therefore, it is crucial that both federal and state High Cost Program support be adjusted
prospectively based upon GDP-CPI to compensate for the inflationary increases in the cost of
building and operating the networks that serve rural populations.

Should the Commission initiate that process [seeking revised cost data from CostQuest] and
release the updated version with sublicensed access similar to its process in NUSF-1007?

Yes. A license from CostQuest regarding updated cost and location information included
in the SBCM should be obtained for use in connection with the High Cost Program. The version
of SBCM currently being used by the Commission in connection with High Cost Program
distributions outputs information based on 2010 census blocks but needs to be updated to reflect
2020 census blocks.

In the alternative, the Commission seeks comment on whether it should open a broader
proceeding to consider input/output cost model modifications? Should the Commission
consider updated model inputs and outputs including but not limited to depreciation, useful
life of equipment, and expected revenues?

Attempting to update all the cost inputs used for determining costs in the SBCM would
be a gigantic undertaking.?® If there is no change to the current cost model methodology,

SBCM-determined location costs would be used, but should be updated for inflationary impacts

28 In the FCC NOI the FCC has presented a series of questions regarding inputs that should be
used to update as it considers modifications to the CACM. In light of the Commission’s resource
limitations, RIC respectfully submits that as a practical matter the Commission would be well
served to follow model input/output modifications developed by the FCC as opposed to
independently pursuing data needed for cost model modifications.

12



as recommended by RIC above, to calculate each carrier’s share of the High Cost Program
budget for BDS and ongoing expense support.?’ The RIC members do not believe it is necessary
at this juncture to open a proceeding to potentially modify cost model inputs/outputs, but suggest
the Commission monitor the FCC NOI for possible direction on this matter.

Should the Commission ensure that costing data is consistent with the BEAD program by
obtaining and utilizing the updated cost model estimates that CostQuest has prepared for the
NTIA? Why or why not?

RIC does not possess information regarding changes that may have been made to the cost
model to be used for BEAD. Therefore, RIC cannot determine if it is in the best interest of
consumers, carriers or the Commission to use the cost data from BEAD in connection with the
High Cost Program. Once more is publicly known about the BEAD cost model, more informed
recommendations can be made.

Should the Commission focus on restructuring the high-cost mechanism with a revised cost
model to determine largely ongoing support?

As a general matter, the RIC Companies believe that the Commission should obtain a
revised/updated SBCM module with cost detail calculated on the basis of 2020 census block
costs, subject to adjustments for inflation. Use of these updated costs based on the 2020 Census
will ultimately provide a more up-to-date approximation of deployment costs, along with the
inclusion of served locations utilized to calculate each carrier’s distribution of the ongoing
expense support budget. Further, if and when an updated model is produced as the culmination
of the process begun by the FCC in the FCC NOI, the Commission should obtain rights to use

that updated model in connection with calculating distribution of High Cost Program support.

29 Again, further discussion of this topic is provided in response to the Task 2 inquiries at 14-19
below.
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Should the Commission consider adding new benchmarks or requirements as a condition of
receiving ongoing NUSF support? If so, what should those benchmarks be?

As a general matter, RIC opposes Commission imposition of specific rates or ranges of
rates on broadband services provided in Nebraska as a condition of receiving ongoing NUSF
support. To the extent the Commission is seeking guidance on reasonable rate comparability
benchmarks for broadband services, RIC recommends that the Commission reference the FCC’s
most current data which sets forth the results of the urban rate benchmark for fixed voice and
broadband services.*°

Should the Commission consider support levels utilizing the FCC’s new location fabric? If
support is determined on a cost per location basis, should there be a transition period; if so,
how long should the transition period be?

Please refer to RIC’s filed Comments in response to Section Il.A of the NUSF-139
Order®! and Mr. Davis’ testimony on behalf of RIC at the Commission’s October 24, 2023
hearing for RIC’s recommendations that are responsive to this inquiry.

Task 2 — Ongoing Support Transitional Mechanism

We seek comment on how to transition the Commission’s ongoing high-cost support
mechanism as more and more areas are served with broadband infrastructure. Should the
Commission continue to rely on modeled costs to determine ongoing support calculations?

RIC respectfully recommends that the Commission should open a separate docket to
investigate possible adjustments to the calculation and distribution of ongoing expense support
from the High Cost Program. This subject is complex and presentation not only of written

comments, but also of testimony from subject matter experts at one or more hearings at which

30 https://www.fcc.gov/document/2023-urban-rate-survey-posting-data-and-minimum-usage-
allowance .

31 See RIC Comments filed in response to the NUSF-139 Order, Section I1.A at 2-3 (Sept. 29,
2023).
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the Commissioners and Staff can ask questions of such experts would be beneficial to the
Commission’s consideration of the issues set forth in the NUSF-139 Order relating to Task 2.
Considerable time and resources will be required for the Commission to address the issues
presented by Section I1.B of the NUSF-139 Order (review of the High Cost Program goals and
strategic plan) and the other six Tasks presented in Section 11.C. The importance of the High
Cost Program ongoing expense support mechanism to the long-term provision of broadband
services to all Nebraskans warrants a separate proceeding in which the Commission’s full
attention can be focused on this subject.

Notwithstanding the foregoing recommendation, RIC provides the following comments
and questions in response to the foregoing inquiries.

First, the existing High Cost Program distribution methodology has shifted, and will
continue to shift, distribution of rate-of-return (“RoR”’) companies’ High Cost Program support
from broadband deployment to ongoing expenses as more and more locations are built out to
provide broadband access at prescribed speeds. In 2021, 57% of the RoR High Cost Program
budget was allocated to ongoing expenses support. In 2022, this percentage increased to
64.86%. In 2023, 68.85% of the RoR budget was designated to ongoing expense support.®? A
relevant question is whether the current methodology is pivoting High Cost Program support to
ongoing expenses support quickly enough? A further question regarding High Cost Program
support distribution is whether the current allocation of 10% of the price cap (“PC”) companies’

High Cost Program budget to ongoing expenses continues to be appropriate?

32 Source: 2023 NUSF 99-108 Model - PUBLIC.xlsx (live.com) .
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Second, and perhaps even more importantly, is the allocation of 50% of the overall High
Cost Program budget to RoR carriers adequate? Or should that percentage be increased,
particularly in light of the large amounts of High Cost Program support allocated to but unused
by PC carriers during the 2021 through 2023 period which amounts are now held by the
Commission for redistribution through reverse auctions or rural-based plans? As stated above,
nearly $22 million of High Cost Program support has, to date, been withheld or withdrawn from
PC carriers and awaits re-distribution by the Commission through reverse auctions or rural-based
plans.®

Third, even though adjustments to ongoing expense support provided by the High Cost
Program are essential, there is also the need to recognize that federal universal service funding of
capital construction costs to build out currently unserved and underserved locations is inadequate
to cover actual costs, or even modeled costs, of many locations served by RoR carriers. In the
federal universal service fund (“FUSF”) program, several Nebraska RoR carriers recently elected
E-ACAM. Other Nebraska RoR carriers elected not to do so. Regardless of the FUSF program
in which a RoR carrier participates, the average life of the fiber assets used to provide broadband
service exceeds the longest program support period yet adopted by the FCC (15 years for E-
ACAM).

The reality also is that with regard to the E-ACAM program, available support dollars do
not fully recover the costs (model or actual) to deploy and maintain the network since the FCC
funding of unserved and underserved locations was limited to the greater of (a) a per location cap

of $350 per month or (b) 80% of model cost. Based on this formula, the amount of unrecovered

33 See discussion at 5-8 supra.
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cost can be calculated for each E-ACAM-electing RoR carrier. Since unrecovered capital
construction and ongoing expense costs remain for all Nebraska E-ACAM-electing RoR carriers,
the Commission should minimally continue to provide not less than the $2 million of broadband
support for Capped Locations provided by the High Cost Program in 2022 and 2023 for a
minimum term of five (5) years, or until the expiration of the E-ACAM buildout timeframe.

Fourth, there is the matter of needed adjustments to the SBCM. Cost adjustments,
including material and labor cost adjustments, are warranted. The need for inflation adjustments
have been discussed elsewhere in these Comments.3* Updates in the SBCM from 2010 Census-
based data to 2020 Census-based data is an additional need that RIC has addressed.*®

Fifth, RIC believes that High Cost Program support should be earmarked to assist carriers
with expenses created by “unfunded mandates” such as implementation of cybersecurity
programs, implementation of STIR/SHAKEN and potentially implementation of NG 911
networks.

In response to the Commission’s inquiry as to whether the Commission should continue
to rely on modeled costs to determine ongoing support calculations, RIC’s response is “yes”;
however, as RIC has previously stated, attempting to update all the cost inputs used for
determining costs in the SBCM would be a gigantic undertaking and would be ill-advised.*

In any event, due to the breadth of the inquiries and issues presented by the NUSF-139
Order, as stated above, RIC recommends that issues relating to ongoing expenses support be

segregated and addressed in a separate proceeding in order that such issues may be thoroughly

34 See discussion at 8-12 supra.

3 See discussion at 11-12 supra.

% See discussion at 12 supra.
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considered based upon expert testimony and recommendations presented in a separate
proceeding.

Now that the Commission has access to more granular location data, should the Commission
utilize this more granular location data to derive more ongoing support calculations?

The most granular level of SBCM cost data which historically has been used for
calculating ongoing support is at the census block level. That is, all locations in a particular
2010 census block have been calculated to have the same average per location cost. The new
CostQuest model also calculates per location cost at an average for the census block, although
the census blocks have been updated to be the 2020 census blocks. RIC recognizes that more
granular location data is available that identifies (a) where, on the Fabric map, a broadband
serviceable location exists and (b) speeds that are available from providers, but as stated
previously, RIC does not think the location data is yet accurate. Therefore, RIC recommends
that the Commission should utilize an updated SBCM model containing costs at the 2020 census
block level and apply those costs to BDC data beginning with the High Cost Program
distributions in 2025. For additional information on this subject, please refer to RIC’s responses
to the last Commission inquiry in Task 1 set forth at page 14 above.

How should the Commission take into account the ongoing costs for non-fiber-based
deployments?

The Commission should not take into account ongoing costs for non-fiber-based
deployments. To do so would be contrary to the Commission’s goal to provide High Cost
Program support for scalable broadband networks based upon resilient fiber-based networks.
Non-fiber-based deployments have limited long-term use and are not easily scalable to higher

speeds. High Cost Program ongoing expense support should not be available for unlicensed
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fixed wireless technology. This conclusion is consistent with BEAD’s disqualification of fixed
wireless technology from BEAD grants.

As an alternative to utilizing a cost model, should the Commission rely on other data, such as
historic provider specific data to obtain cost information relative to maintenance, operational
costs, and continue a grant-based structure for planned network investments?

RIC recommends against the Commission’s use of any alternative to a cost model to
determine distributions of High Cost Program support. Please refer to RIC’s responses to the
preceding questions posed by the Commission with regard to this Task 2 for additional
observations that are relevant to the foregoing inquiry.

Should the Commission conduct its own analysis of expected revenues for the purposes of
determining NUSF support? Why or why not?

RIC recommends that the Commission should adopt the revised monthly customer
revenue benchmark used by the FCC in the E-ACAM proceeding of $63.69 which was based on
25/3 Mbps rates and a 70% take rate ($90.98 x 70% = $63.69).3” Further, RIC suggests that the
Commission should closely monitor the FCC NOI regarding the treatment of revenues in
calculating support.®

Task 6 - Coordination with other funding to ensure the NUSF is not providing duplicative
support
In addition to the data that is currently being collected, what additional data should the

Commission collect to ensure that NUSF support is not duplicative of any other state and
federal support?

37 Connect America Fund, et al., Report and Order, Notice of Proposed Rulemaking, and Notice
of Inquiry, WC Docket Nos. 10-90, 14-58, 09-197, 16-271, RM-11868, FCC23-60 at para. 70
(rel. July 24, 2023).

3 See FCC NOI at paras. 172 and 173. Comments filed and to be filed by interested parties in

response to questions presented by the FCC in the foregoing paragraphs should be instructive to
the Commission as well as subsequent orders entered by the FCC.

19



RIC believes that the foregoing question should be re-framed in order that responsive
comments may be more useful. First, the question should be bifurcated to separately address
support for the capital costs of broadband deployment and support for ongoing expenses. RIC
expects that different data will be needed to determine the possible existence of “duplicative
support” for these two differing purposes. Second, there needs to be consideration of the
sufficiency of support provided to cover the costs of broadband deployment and the costs of
provisioning, maintaining and upgrading the network. For example, with regard to E-ACAM,
support levels for many high cost locations are not sufficient to fully recover all the capital costs
nor all the ongoing expenses required to deploy fiber and operate broadband networks.
Supplemental High Cost Program support above and beyond the federal funding level for high
cost locations is necessary and non-duplicative.

Regarding broadband deployment support, data is available that allows a determination of
the existence of duplicative support on a location basis. The Nebraska Broadband Map has
layers to show the locations that have received or are receiving build out support from a state or
federal program. As future support is provided from a program such as BEAD, it would be
expected that the Nebraska Broadband Map will be updated to reflect the additional locations for
which capital construction support will be provided.

Data shown in the Nebraska Broadband Map should be sufficient for the Commission to
conclude that no duplicative support has been, is or will be provided. If the Commission
concludes that additional data is needed in connection with its evaluation of duplicative support,
the Commission should inform carriers of the need and specify the additional data to be
provided. Carriers should be afforded an opportunity to comment on the extent of the burden or

costs involved in compliance with any Commission request for submission of additional data.
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IV. CONCLUSION

As stated above, the Nebraska Rural Independent Companies appreciate the opportunity to
provide these Comments in response to Section I1.C, Tasks 1, 2 and 6 of the NUSF-139 Order.
RIC looks forward to further participation in this proceeding.

Dated: November 17, 2023. Consolidated Telephone Company, Consolidated Telco,
Inc., Consolidated Telecom, Inc., The Curtis Telephone
Company, Great Plains Communications, LLC.,
Hamilton Telephone Company, Hartington
Telecommunications Co., Inc., Hershey Cooperative
Telephone Company, Inc., K & M Telephone
Company, Inc., The Nebraska Central Telephone
Company, Northeast Nebraska Telephone Company,
Sodtown Communications, Inc. and Three River Telco
(the “Rural Independent Companies”)
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