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INTRODUCTION AND SUMMARY

On October 14, 2010, the Federal Communications Commission (FCC) released a Notice of Proposed Rulemaking (NPRM) in the above captioned proceeding pertaining to the creation of a fund to support mobile wireless broadband deployment in currently unserved areas as set forth in the National Broadband Plan (NBP).
 Specifically, the NPRM proposes using reserves accumulated in the Universal Service Fund (USF) to create the Mobility Fund, the purpose of which would be to significantly improve cover​age of current generation or better mobile voice and Internet service for consumers in areas where such service is currently missing.
  According to the NPRM, the Mobility Fund would support private investment in mobile wireless broadband deployment using reverse auctions to make one-time support available to service providers for the purpose of expanding service into specified unserved areas.
  Initial comments are due no later than December 16, 2010 with reply comments due by January 15, 2011.  The Ohio Commission appreciates the opportunity to comment in this docket and hereby provides its comments to the FCC for its consideration.  
DISCUSSION

I.
Potential Benefits of the Proposal

The Ohio Commission supports the FCC’s efforts to further expand mobile wire​less broadband service into presently unserved areas.  Increasing mobile wireless broad​band availability will likely spur economic development in these unserved areas through the creation of temporary jobs required for the system build-out and permanent jobs nec​essary for its ongoing maintenance and support.  Additionally, once in place, the tech​nology may facilitate further development through the use of previously unavailable applications by business, medical and educational users in areas unserved by terrestrial broadband.  Such development would not only have a positive impact on the economies of these areas, but on entire states as well.  Finally, since support for the Mobility Fund is to come from high-cost support surrendered by Verizon Wireless and Sprint Nextel,
 states such as Ohio, who are net-payers into the high-cost fund, are likely to benefit from the proposed Mobility Fund.  Nonetheless, while the expanded mobile wireless broad​band deployment may create exciting opportunities for states who, like Ohio,
 have unserved areas, the Ohio Commission has concerns with certain aspects of the Mobility Fund proposal set forth in the NPRM.  
II.
Size of the Mobility Fund


Of particular concern to the Ohio Commission is the proposed size of the Mobility Fund.  As noted above, Verizon Wireless and Sprint Nextel have both agreed to surrender their high-cost support, which was estimated at $530 million in 2008, in equal 20 percent increments over 5 years
.  This surrendered support is to then be reserved as a down pay​ment on the NBP’s proposed universal service reforms, including the creation of the Mobility Fund to support mobile wireless broadband deployment in unserved areas.
  If the 2008 support estimate is extrapolated over a five-year period, the amount of support that will be surrendered equals approximately $2.65 billion.  The NPRM, however, pro​poses to use only $100 - $300 million of the surrendered support for the Mobility Fund.
  This range of proposed support represents only 3.8% to 11.3% of the total support which is projected to be surrendered over the five year period.  The Ohio Commission recog​nizes that the entire $2.65 billion will not be available at one time; however, the entire amount proposed for the Mobility Fund is likely to be less than what is surrendered the first year.  Furthermore, the entire mobile wireless build-out and, consequently, the dis​tribution of the projected support will not occur at one time but will also be spread over at least a portion of the five-year period as well. This will likely alleviate the need for an initial “payment” in excess of the first year’s surrendered support.

The Ohio Commission believes that the NPRM, to a certain extent, puts the pro​verbial “cart before the horse” in proposing the $100 - $300 million that it has proposed for the Mobility Fund since, by the NPRM’s own admission, the full scope of the project is unknown.
  The NPRM offers no estimates regarding the number and size of those areas without mobile wireless broadband coverage and will not have any such estimate until coverage data from American Roamer and population data from the Census Bureau is analyzed.
  Furthermore, the NPRM proposes using a reverse auction process to award support from the Mobility Fund,
 which certainly means there could be a wide variance in the levels of support awarded among unserved areas depending upon the outcomes of the various reverse auctions.  The Ohio Commission recognizes that the support surren​dered by Verizon Wireless and Sprint Nextel over the five-year period is to be used for broadband deployment efforts other than mobile wireless broadband;
 nonetheless, it would seem that given the variables at play it may be premature to earmark such a small portion of the available funds toward mobile wireless broadband deployment.


Perhaps the Ohio Commission’s concerns would be assuaged if there was some indication in the NPRM that additional funds may be made available should the amount proposed prove to be inadequate.  The NPRM, however, implies that additional funds will not be forthcoming by stating that its objective for the Mobility Fund is to expand mobile wireless services to as much of the population deemed unserved as possible.
  It is certainly not unreasonable for one to take this as an admission that the Mobility Fund as proposed will not benefit all unserved areas.  If the amount of support that is proposed in the NPRM proves to be insufficient to adequately fund mobile wireless broadband deployment, the Ohio Commission strongly urges the FCC not to take any additional support from the traditional high-cost fund, but instead, redirect a greater portion of the surrendered support toward the Mobility Fund.

III.
Prioritization among Unserved Areas


The NPRM speaks of closing the “mobility gap” in a “fiscally responsible man​ner.”
  Consequently, the Ohio Commission presumes that, should the proposed funding be insufficient, any prioritization among unserved areas competing for funds would be undertaken with this principle in mind.   As such, one might expect that the FCC would seek to get the “most bang for the buck” when allocating the finite resources of the Mobility Fund.  The NPRM, however, suggests that funding may be targeted to those areas where mobile wireless broadband deployment significantly lags behind the percent​age of nationwide population with mobile wireless broadband access, with the goal of directing support to those areas where deployment of advanced mobile wireless service is otherwise not likely to happen.
  The Ohio Commission respectfully suggests that this may not be the most fiscally responsible approach.  

The NPRM implies that an area could “significantly” lag behind the nationwide level of mobile wireless broadband coverage if it is two to three percent below the nationwide deployment level.
  Using this definition, it is certainly foreseeable that a more sparsely populated area could “significantly” lag behind the percentage of the nationwide population with mobile wireless broadband access while a more densely pop​ulated area may not, yet there could be more actual individuals in the more densely pop​ulated who are without mobile wireless broadband access.   Furthermore, it is also possi​ble that due to economies of scale and scope achieved by the service provider in the more densely populated area, it could, in fact, be more cost efficient to deploy mobile wireless broadband service in the denser area with more potential subscribers.   While the FCC should consider how “significantly” an area lags behind the national percentage of those with mobile wireless broadband access, the Ohio Commission does not believe that this should be the sole determining factor.  Rather, the Ohio Commission suggests that this factor be considered with and weighed against other factors such as road miles, traffic density and community anchor institutions as mentioned in the NPRM,
 as well as others such as cost, adoption rate in surrounding areas, projected growth/decline in population of the service area, and proximity to interstate and state highways.  Perhaps the FCC should even consider conducting demand studies using a portion of the surrendered sup​port to help determine those areas that would best be served by the Mobility Fund.  Once determined, these factors must be applied and analyzed in a manner that allows the FCC to effectively prioritize the competing unserved areas.  As an example, when evaluating the cost of expanding mobile wireless broadband into a particular unserved area, the FCC could consider the ratio of the dollars spent to the number of individuals who could be served.  The ratio for a given unserved area could then be compared with the ratios for all of the other unserved areas to see where the largest benefits will be achieved for the dol​lars spent.  Only through an inclusive approach such as this will the FCC be able to ensure that mobile wireless broadband deployment is being undertaken in the most fis​cally responsible manner.
IV.
Reverse Auctions and ETC Designation

As noted in the introduction to these comments, the NPRM proposes using reverse auctions to make one-time support available to service providers for the deployment of mobile wireless broadband service in unserved areas.
 The Ohio Commission has sup​ported the use of competitive bidding through reverse auctions in past comments
 and continues to believe that reverse actions provide a sound, fiscally responsible means for awarding support.  To be eligible to bid in a reverse auction, however, the NPRM pro​poses that potential wireless broadband service providers first be designated as eligible telecommunications carriers (ETCs) by the state commissions for the states in which they wish to bid or by the FCC if a state commission has chosen not to designate ETCs.  The Ohio Commission respectfully disagrees with this aspect of the NRPM’s reverse auction proposal.

As the Ohio Commission had pointed out in past comments, it has, for public inter​est reasons, elected not to designate competitive carriers and service providers as ETCs for purposes of receiving high-cost support.
  The Ohio Commission has long held that it makes little sense to provide multiple high-cost subsidies in those areas in which a business case cannot be made for offering service without a single subsidy.
  To a certain extent, the NPRM seems to agree with the reasoning of the Ohio Commission in that it proposes that there be only one supported carrier for each area.
  The NPRM fails, how​ever, to address the unintended consequences that are likely to result from requiring ETC designation for all bidders in a reverse auction.

Wireless service providers designated as wireless ETCs may quite unexpectedly find themselves in the position of being a de facto provider of last resort should they win a reverse auction for Mobility Fund support.  Such carriers would be the only provider of mobile wireless broadband service in their respective service areas under the proposal contained in the NPRM.  Pursuant to the FCC’s rules, if a carrier or service provider is designated as the ETC in a service area, it cannot simply relinquish this designation and walk away from its service obligations.
  Consequently, as the sole provider of mobile wireless broadband service in their respective service areas, these wireless ETCs would, in effect, be providers of last resort by default.  The Ohio Commission does not believe this was the FCC’s intent in requiring ETC designation.

Ohio, and possibly other states that may have elected not to designate multiple high-cost ETCs in a given service territory, may not be able to conduct reverse auctions for high-cost support.  For a reverse auction, or any auction for that matter, to be success​ful, there must be multiple bidders.  By requiring ETC designation before a service pro​vider may bid in a reverse auction, the FCC is effectively limiting the number of potential bidders to one for states like Ohio that do not designate multiple high-cost ETCs.  Such a requirement will, of course, render reverse auctions ineffective in those states.  The Ohio Commission does not believe this to be the FCC’s intent and would encourage the FCC to require ETC designation only after the service provider has won a reverse auction.

In the wake of the FCC’s decision to grant forbearance to wireless service provid​ers such as TracFone,
 the Ohio Commission has had to distinguish between high-cost ETCs and Lifeline ETCs and has to date designated two competitive carriers as Lifeline 

ETCs.
  These ETCs receive no high-cost support from the USF, but are eligible to pro​vide Lifeline service to qualifying subscribers and receive reimbursement from the fund.  Unless such a distinction is made for wireless service providers wishing to bid in reverse auctions, these providers could offer wireless Lifeline services, including prepaid Lifeline service, to eligible subscribers and seek reimbursement from the fund.  The recent prolif​eration of prepaid Lifeline service by ETCs has led to a dramatic increase in the size of the Lifeline fund
 and raised numerous issues regarding customer eligibility, enrollment and verification, which are the subject of a recent Federal-State Joint Board on Universal Service recommended decision to the FCC as well as a commission ordered investigation in Ohio.
  The Ohio Commission urges the FCC to take steps to protect the integrity of the Lifeline program while these issues are being addressed at both the federal and state level.

If states such as Ohio must designate multiple ETCs for the sole purpose of facilitat​ing reverse auctions, there will potentially be numerous non-winning ETCs remaining following the auctions.  In addition to offering Lifeline service, these ETCs may wish to provide service in high-cost areas and draw support from the traditional high-cost fund.  Such an outcome would be at odds with the NBP’s stated objective of phasing out high-cost support for competitive ETCs.

CONCLUSION


The Ohio Commission supports the FCC’s efforts to expand mobile wireless broad​band service using surrendered funds from Verizon Wireless and Sprint Nextel.  The Ohio Commission believes that the Mobility Fund has the potential to bring advanced mobile wireless services to the unserved areas of Ohio and the rest of the nation as well as to allow for further innovation of next generation technologies in the future, 

but encourages the FCC to consider any possible unintended consequences of the pro​posal.  The Ohio Commission appreciates this opportunity to share its thoughts and rec​ommendations pertaining to this proposal.
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