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NTCA–The Rural Broadband Association (“NTCA”)1 hereby submits these reply 

comments in response to comments addressing the Further Notice of Proposed Rulemaking2 in 

the above-captioned proceeding.  In the Further Notice, the Federal Communications 

Commission (the “Commission”) sought comment on whether to allocate additional High-Cost 

Universal Service Fund (“USF”) support for distribution via the Alternative Connect America 

Cost Model (“A-CAM”).   In initial comments, NTCA offered support for that additional funding 

while also renewing its request for simultaneous, holistic consideration of and action upon its 

Petition for Reconsideration in the above-captioned proceeding with respect to the sufficiency of 

High-Cost USF support for those RLECs that did not elect A-CAM distribution and will instead 

receive support via non-model mechanisms as reformed.3  NTCA reiterates herein those 

                                                 
1  NTCA represents approximately 850 independent, community-based telecommunications 
companies and cooperatives and more than 400 other firms that support or are themselves engaged in the 
provision of communications services in the most rural portions of America.  All of NTCA’s service 
provider members are full service rural local exchange carriers (“RLECs”) and broadband providers, and 
many provide fixed and mobile wireless, video, satellite and other competitive services in rural America 
as well.  
 
2  Connect America Fund, WC Docket No. 10-90, Report and Order and Further Notice of Proposed 
Rulemaking, FCC 16-178 (rel. Dec. 20, 2016) (“Order” or “Further Notice” as applicable). 
 
3  Petition for Reconsideration and/or Clarification of NTCA, WC Docket No. 10-90, et al. (filed 
May 25, 2016) (“NTCA Petition”), pp. 2-9.   
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positions while also highlighting the strong support in the record for the proposition that budget 

shortfalls in the entirety of the RLEC High Cost program undermine the goals of the Rate-of-

Return Reform Order4 and threaten to leave far too many rural Americans with access only to 

substandard and/or unaffordable broadband Internet access service.    

 As NTCA has previously stated,5 reforms adopted in March 2016 with respect to the 

High Cost universal service program were a welcome and long overdue modernization of the 

program, and have the potential to be transformative in terms of rural consumers’ access to the 

very same broadband Internet access as enjoyed by their urban brethren (and as also required by 

statute).6  Unfortunately, the budget controls that limit cost recovery via the non-model 

mechanisms and the lack of full funding for A-CAM support recipients threaten to undermine the 

goals of the Rate-of-Return Reform Order specifically and the statutory mandate of universal 

service more broadly.  The record in response to the Further Notice strongly supports immediate 

Commission action to fill the non-model and A-CAM budget shortfalls.    

 With respect to the budget questions as posed in the Further Notice, there is unanimity7 

that the lack of funding sufficient to meet demand for A-CAM-based support will have a very 

                                                 
4  Connect America Fund, et al., WC Docket No. 10-90, et al., Report and Order, Order and Order 
on Reconsideration, and Further Notice of Proposed Rulemaking, FCC 16-33 (rel. March 30, 2016) 
(“Rate-of-Return Reform Order”). 
 
5  NTCA Petition, p. 2. 
 
6   47 U.S.C. § 254.  
 
7  Comments of the Minnesota ACAM Group, WC Docket No. 10-90 (fil. Feb. 13, 2017) (“MAG”); 
Comments of the Nebraska Companies, WC Docket No. 10-90 (fil. Feb. 13, 2017) (“NE Companies”); 
Comments of WTA – Advocates for Rural Broadband, WC Docket No. 10-90 (fil. Feb. 13, 2017)  
(“WTA”); Comments of ITTA – The Voice of Mid-Size Communications Companies, WC Docket No. 
10-90 (fil. Feb. 13, 2017) (“ITTA”); Comments of TDS Telecommunications Corp., WC Docket No. 10-
90 (fil. Feb. 13, 2017) (“TDS”); Comments of ADTRAN, Inc., WC Docket No. 10-90 (fil. Feb. 13, 2017) 
(“ADTRAN”); Comments of the United States Telecom Association, WC Docket No. 10-90 (fil. Feb. 13, 
2017) (“US Telecom); Comments of TCA, Inc., WC Docket No. 10-90 (fil. Feb. 13, 2017) (“TCA”).  
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real and quantifiable effect on broadband availability for rural consumers in areas served by A-

CAM electing RLECs.  For its part, as NTCA noted in initial comments, due to the insufficient 

budget: 

• over 35,000 locations will not receive 25/3 Mbps broadband;  

• another 36,000 locations that would have received 10/1 Mbps broadband will not;   

• nearly 25,000 more locations will receive 4/1 Mbps broadband than under the original 

model offer that would have provided them with higher speeds; and  

• another 47,000 locations will now only see any broadband at all if their request for 

service turns out to be “reasonable” in light of USF support received and the revenues 

that might be anticipated from the customer.  

In a similar manner, the Minnesota A-CAM Group (a group of a dozen rural companies that 

elected A-CAM support) points to the thousands of rural Minnesota customer locations that will 

receive 25/3 Mbps broadband service and thousands of additional locations that will receive 10/1 

service should the A-CAM be fully funded.8  The Nebraska Companies correctly note, when 

discussing their support for additional A-CAM funding that, “[n]ot only does an increase in 

funding up to a $200 per location level increase the higher speed obligations, it significantly 

lowers the 4/1 Mbps and reasonable request locations.”9  In other words, an increase in A-CAM 

funding would also reduce the number of rural consumers left behind at lesser speeds that will 

look increasingly antiquated over time.  In that same vein, in terms of the view of the consumer 

that is the ultimate beneficiary here and should be the focus here, TDS notes in its comments 

                                                 
8   MAG, p. 5 (stating that the largest MAG member company could, with “full funding” at the $200 
per location cap, extend 25/3 Mbps broadband service to at least 2,221 additional rural Minnesota 
customer locations and 10/1 Mbps service to at least 741 additional locations.)    
 
9  NE Companies, p. 10.  
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that, “if the Commission fully funds the A-CAM path, TDS Telecom’s deployment commitment 

automatically will increase by well over 7,000 individual locations—an increase that TDS 

Telecom is eager to meet, and for which consumers and businesses in rural America no doubt 

are eager, too10  As TDS goes on to state, “[f]or these additional locations, the decision the 

Commission makes regarding A-CAM funding is critical and may well mean the difference 

between consumers joining the broadband economy or remaining on the wrong side of the digital 

divide.”11 

Unfortunately, similar concerns undermine the ability of the 600-plus providers that did 

not elect A-CAM support to deliver on the mission of universal service, and as Commissioner 

Michael O’Rielly thoughtfully observed in his statement accompanying the Further Notice, it is 

important to take a “holistic” look at the effects of insufficient funding on the non-model 

programs as well.12  Support in the record for High Cost program budgets that advance the goals 

of both the Rate-of-Return Reform Order and Section 254 of the Communications Act, as 

amended, extends as well to the current shortfall that exists with respect to the non-model 

mechanism.  As one commenter notes, non-model recipients serve “approximately 65 percent of 

total RLEC lines.”13  Thus, fully funding the A-CAM budget – an act that would be a very 

welcome and positive development for tens of thousands of rural consumers as discussed above 

– would nevertheless fail to meet the universal broadband needs of nearly two-thirds of RLEC 

                                                 
10  TDS, p. 2 (emphasis added). 
 
11  Id., pp. 2-3.  
 
12  Order, Statement of Commissioner Michael O’Rielly.  
 
13  WTA, p. 8.   
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customers who will continue to lack access to “reasonably comparable” broadband service, in 

terms of quality and/or rates.   

Evidence provided in response to the Further Notice demonstrates the very real impact 

that the non-model budget shortfall and budget control mechanism will have on rural consumers’ 

access to “reasonably comparable” rates.  As TCA notes, their analysis of 14 RLECs: 

shows that their customers would have to pay $93.70 on average, just to cover the 
regulated wholesale costs of providing standalone broadband before they would be 
eligible for (CAF BLS funding) for these customers.  This amount does not include 
any non-regulated and internet service provider costs, meaning that retail rates will 
be significantly above $100, and may even exceed $150 in many cases – twice as 
much as the 2016 urban reasonably comparable benchmark rate of $75.20.14   
 
This analysis of the effect of the budget control on rural consumers, once perhaps seen as 

speculative, is real and verifiable now that the A-CAM election process is over and the non-

model budget control mechanism has begun to take effect.15  Indeed, as NTCA noted in initial 

comments, the fact that the A-CAM election process is complete enables an analysis of not only 

the effect of insufficient funding in 2017, but also opens up a view of the ever-worsening effect 

of such budget controls over the long-term.  More specifically, as NTCA noted, if growth rates in 

the high cost program equal only 10-year inflationary averages, current projections indicate that 

the budget control would hover at or around 10 percent for the next decade.  If growth 

assumptions are higher (for example, like those used in Appendix E of the Commission’s March 

2016 Order in developing buildout obligations),16 it is possible that the budget control could 

increase to over 20 percent by the end of the next 10 years, with the annual shortfall exceeding 

                                                 
14  TCA, pp. 2-3 (emphasis added).   
 
15  See, Wireline Competition Bureau Announces Availability of Budget Control Mechanism 
Calculation for Rate-of-Return Carriers for the Period From January 1, 2017 Through June 30, 2017, 
Public Notice, DA 16-1218 (rel. Oct. 25, 2016).  
 
16  Rate-of-Return Reform Order, at Appendix E. 
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$260 million on average over that period and growing to $360 million in the last year.  With a 9 

percent budget control mechanism already translating into end-user rates such as those described 

above – rural consumers paying tens of dollars (or even hundreds of dollars) more per month 

than urban consumers for standalone broadband – the potential doubling of the budget control 

mechanism will render the effects of the March 2016 standalone broadband reform utterly moot 

and run afoul of the statutory mandates with respect to universal service.   

With respect to the combined model and non-model budget shortfall that is the subject of 

the instant filing, it must also be noted that, as one commenter smartly points out,17 the current 

cap on the High-Cost program was ostensibly adopted as a method of ensuring that RLECs 

operate and utilize support in an efficient manner.  However, mechanical changes to the High 

Cost program adopted in the Rate-of-Return Reform Order substantially undermine – if not 

render entirely moot – the reasoning behind current budget levels set long before the March 2016 

program reforms were even conceived.  More specifically, new measures such as limits on 

recoverable capital and operational expenditures, as well as the impending reduction of support 

for census blocks served by “unsubsidized competitors,” allay any concerns that the non-model 

mechanism is allocating available support amounts in an inefficient manner.  The same, of 

course, can be said of the A-CAM.  To put it another way, the record compiled in response to the 

Further Notice should spur a discussion of why the Commission would choose to “build better 

engines” through A-CAM and non-model reforms and yet fail to “fill them up with the gas” 

needed for them to run effectively.   

For all of the reasons above, the Commission should heed the unanimous record to 

address the High-Cost Program budget shortfall.  Further steps are needed to ensure that the 

                                                 
17  TCA, p. 3.  
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reforms adopted in March 2016 can produce their intended affect and advance the statutory 

directive contained in Section 254.  The record is clear and irrefutable that rural consumers will 

not have access to broadband service that is “reasonable comparable” in price and quality to that 

available to urban consumers in the absence of sufficient support. 

Respectfully submitted, 

 

 By: /s/ Michael R. Romano 
      Michael R. Romano 
      Senior Vice President –  
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