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| NTRODUCTI ON AND BACKGROUND
On January 27, 2000, this docket was opened as a
result of roundtable nmeetings discussing the potential inpact
on the state regardi ng pending changes affecting the provision
of universal service as a result of the passage of the 1996
Tel ecommuni cati ons Act (TAct). The docket was initiated to

i nvestigate whether there were issues that needed to be

addr essed
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at the state level as a result of the changes taking place in
the tel ecom market and whether a State Universal Service Fund
was warranted, and if so to decide the appropriate size of the
fund and devel op proper nmechanisnms for its inplenmentation and
operation.

An Order of Notice was issued and set the prehearing
conference for February 18, 2000 and al so ordered that a forum
be convened after the close of the conference for al
interested participants to discuss informally issues rel ated
to universal service. Both the prehearing conference and the
forumwere held, in addition to a subsequent neeting of al
interested parties on March 9, 2000, the results of which are
captured in the Prehearing Conference Order on Scope and
Schedul e, Order No. 23,346, dated March 29, 2000.

Order No. 23,346 included a procedural schedul e for
t he docket which allowed for discovery, collaborative sessions
and briefing of the issues. It identified eight questions to
be addressed in Phase | of this proceeding as well as issues
to be addressed in Phase Il. The parties and the Staff of the
Comm ssion (Staff) met on various occasions to discuss the
scope of the docket and what, if anything, the state needed to
do to ensure that the TAct’s goals regarding the delivery of

af fordabl e tel ecommuni cations services to all Anmericans were
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met. On July 21, 2000, the parties and Staff submtted a
report to this Conm ssion recomrendi ng how this state should
treat universal service. The report included proposed
| egislation and triggering factors that would start an
i nvestigation into the need for a State Universal Service
Fund. The report touched on several unresolved issues but
i ncluded suggestions for further investigation into the
unresol ved areas.

A hearing was held on August 22, 2000, at which tinme
this Comm ssion heard a summary of each of the issues
presented in the report by the parties and Staff.

1. POSI TI ONS OF THE PARTI ES AND STAFF

A panel of witnesses with representatives from
Staff, the Independent Tel ephone Conpanies, Verizon and the
O fice of Consunmer Advocate sunmarized the report and
recomendat i ons whi ch had been devel oped col | aboratively. The
proposal recomended, first, that the Federal Comruni cations
Comm ssion (FCC) definition of Universal Service should be
used by the state and that any and all FCC revisions be
automatically incorporated in the New Hanpshire definition

At the hearing and in the proposal it was al so noted
that some nmenbers of the group believed soft dial-tone should

be provided, in sonme cases, to enable access to 911 in the
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absence of tel ephone service. Because there was no consensus
on the issue and because it is a conplicated issue it was
reconmended a subgroup be formed to study the costs and
benefits of soft-dial tone. The group al so proposed that al
services included in the FCC definition of universal service
must be provided by a carrier to be eligible for universal
service support.

Anot her item that was addressed both at the hearing
and by the group in its collaborative sessions dealt with
public interest payphones (PIP) and whether funding for PIPs
shoul d be included in Universal Service. The panel
recommended that it could be efficient to fund PIPs through an
establ i shed uni versal service fund, but that there was an open
proceedi ng, DT 98-048, to address PIPs and their funding. |If
for sonme reason, an alternative funding nmethod was not
determined in the PIP proceeding and no universal service fund
exi sted, a funding requirenent to provide an authorized PIP,
could trigger the need to create a state universal service
f und.

The next issue addressed what penetration |evel
shoul d be used as the appropriate netric for determ ning
whet her or not Universal Service exists in New Hanpshire. The

panel recommended that the comm ssion should continue to
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nmoni tor the annual penetration |evel on a statew de average
basis and for the | owest incone group. The Staff will review
econom ¢ trends and national data and make a recommendation to
t he Comm ssion on how to proceed if the statew de penetration
| evel falls below 95% or bel ow the national average, or if the
| owest inconme group falls bel ow 90% or bel ow t he nationa
average. The public policy goal, the panel advised, should be
to raise the low income penetration |evel as close to the
st at ewi de average as reasonably possible.

Al so addressed was the issue of whether there is a
need for a State fund or fund structure before the Federal
reforms occur. The panel testified that, prior to Federal
reform the state should enact legislation to give the PUC
authority to inplenent a state USF and col | ect noney to fund

it should the need arise. A list of potential triggering

events was identified and draft |egislation was proposed.

Both the panel and the proposal addressed rate
conparability and affordability. The panel stated it believes
current rates in NH are consi dered reasonably conparabl e and
af f ordabl e. However, rates appear to be | ess affordable for
househol ds at or bel ow $10,000 (in 1984 dollars which is

equi val ent to $16,082 in current dollars). This inconme group
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may require state funded universal service assistance in the
future. The penetration levels will be utilized, anong ot her
things, to determ ne whether rates remain affordable. The
group agrees that reasonably conparable nmeans simlar rates
for simlar size calling areas and applies to rural and high
cost areas and | ow i ncone groups.

The panel al so discussed the proposal with regard to

LI FELI NE/ LI NKUP/ SCHOOLS AND LIBRARIES. It was reiterated that
the Staff and parties did not believe schools, |ibraries, and
rural health care facilities required additional state funding
at this tinme because all of the federal funding available to
New Hanpshire has not been utilized. M. Pauk testified that

a report issued on July 19, 2000, titled Closing the Gap -

Uni versal Service for Low I ncone Househol ds, found that states

can increase the penetration in |low inconme househol ds “by
doi ng sone sort of outreach progranms or additional education.”
She went on to state, “Generally, what the paper found was

t hat doing the education and those efforts seemto have a
greater inpact on penetration rates for |ow income custoners
than just increasing the anount of support.” Transcript,

August 22, 2000, p. 58. The Parties and Staff recomrended

i npl ementing such an educational effort because it was

bel i eved that increasing education would be nore benefici al
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than sinply adding nore dollars to the prograns.

Finally, there was a discussion surrounding the
t hought s of addi ng broadband to the definition of universal
service. The parties and Staff rejected this idea but thought
proposals to depl oy broadband in the rural areas, as a soci al
policy, should be discussed in a separate forumthat included
DRED, wireless carriers and cable TV providers.

After an initial discussion of the collaborative
sessions the panelists discussed that the Phase Il issues of
determ ning explicit and inplicit subsidies were not conpleted
given the belief and recommendati on that no statew de
Uni versal Service Fund was necessary. M. Cort, one of the
panel i sts, however did describe the potential triggering
factors that if sparked would require an investigation on
i mpl enenting such a fund. See, Transcript, August 22, 2000, p.
64, 68. M. Cort described the triggering events as
interstate access reformthat
results in intrastate revenue deficiency. He expl ained that
this is really |ooking at activity at the federal |evel,
ei ther on access reformfor rural carriers or on sone type of
price cap activity incentive regulation for the rural
carriers, that would have a spillover or an inpact on

intrastate revenues and intrastate rates.
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The second item woul d be intrastate access reform
and the third trigger would be material changes in | ocal
calling areas. The actual potential triggering events
proposed read as foll ows:

1. I nterstate access reformthat results in

intrastate revenue deficiency.

2. Intrastate access reform
3. Mat eri al changes in local calling areas.
4. Material financial inmpact of intercarrier

conpensati on arrangenents.

5. Regul atory deci si ons or changes generally that
are likely to result in the inability of an ETC
to provide |ocal exchange service at rates which
are at the state average for a simlar calling
ar ea.

6. Staff’s annual review of penetration |evels.

Finally, the panelists discussed proposed

| egi slation that was nodeled after other states. The draft

| egislation included a grant of authority to this Comm ssion
to propose and adopt rules requiring a state universal service
fund after notice and hearing. Once a fund was established,
the | egislation would also give authority to the Comm ssion on

how to ensure contribution for the eligible telecommunications
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carriers.
I11. COVM SSI ON ANALYSI S

A. Universal Service Definition

This state has the responsibility along with our
sister states and the federal governnment for preserving and
advanci ng uni versal service. 47 USC 254(b), (f). The
principles articulated in Section 254(b) are also neant to be
sustainable in a conpetitive environnent that is rapidly
advanci ng technol ogically. The comm tnent of affordable |ocal
service as a national policy goal is a social policy that can
be sustainable in this new environnment. To that end, we
agree with the recomendations of the Parties and our Staff
that utilizing the FCC definition of Universal Service is
appropriate given the fact that all FCC revisions to the
definition will be incorporated into the New Hanpshire
definition. By our state definition changi ng when federal
revisions are made we can ensure access to nodern networks and
i npl ement uni versal service according to the diverse needs of
our state.

We note that several parties raised questions at the
heari ng of whether we should broaden the definition of
uni versal service to include “soft-dial tone.” W agree with

the parties and Staff that this is a conplicated i ssue and
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therefore we direct that a conmttee of all interested parties
in this docket be formed to study the costs and benefits of
the proposal. In our oral deliberations, we directed the
wor ki ng group to report back to the Conm ssion by March 31
2001 with its recommendations. Additionally, we directed the
commttee to study the feasability of providing voice mail for
the honeless. As the working group has not yet initiated its
study, we will extend the reporting date to June 30, 2001.

We al so note that a principle of universal service
is to provide access to advanced services. 47 USC 254 (b)(2).
More and nmore we becone aware of the w dening of the digital
divide. In order to ensure that sone are not |eft behind we
woul d reconmmend that the Legislature arrange for a study by an
appropriate agency on the “digital divide” and whet her
provi di ng custonmer premnm ses equi pnent (CPE) m ght be one way
to narrow the gap. Advanced services nust be considered as
part of the evolving process as universal service should be a
way to deliver access to nodern networks. The proposal to
allow the definition of universal service to change as the
federal definition does is one way in which this concept can
be achi eved.

Wth regard to the enconpassing of a Do Not

Di sconnect policy into the definition of universal service, we
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appreciate M. Linder’s comments regarding this matter. FCC
Lifeline rules require that custoners with past due bal ances
cannot be denied service under the Lifeline Programas |long as
they enter into a paynent arrangenent for past due toll
charges and pay in full charges for basic service each nonth.
The obstacle to universal service is the disconnection of
| ocal tel ephone service for non-paynent of toll service. W
will direct our Staff to initiate rul emaking that prohibits
di sconnection of | ocal service for non-paynent of toll
service.

B. Establishing A Fund

One of the threshold questions adopted in the
Prehearing Conference Order No. 23,346, asked if there is a
need for a State fund or fund structure before the Federal
reforms occur. Both the report and the testinmony presented
to us in August recommended that while no fund was necessary
at this time sonme state action should be taken in the form of
"l'egislation giving this Comm ssion authority to inplenment a
state USF and collect nmoney to fund it should the need arise.”
Proposal at page 1.

We agree that we do not currently need to establish
a Universal Service Fund. However, we believe that it is

critical to have the framework in place so that we can act
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expeditiously should a determ nation be nmade that the fund is
needed. Along this line, we concur with the potenti al
triggering events that were filed as Attachnment 1 to the
Parties’ Report. W think that the recomendati on regarding
the pronmotion of education in the Independent territories and
the Verizon proposal with regard to additional funding my be
useful in analyzing changes in penetration |evels. Although,
we have not had the opportunity to analyze Verizon’s proposal
i ndependently we will do so in the near future. W can say,
however, that from purely a conceptual basis the two prograns
woul d enabl e us to study the changes in program usage, if any,
and study the cost differences to eval uate which program would
be nmore suitable for statew de inplenentation.

C. Regul atory Schene

We said in Order No. 23,346 that the federal |aw
provi des New Hanpshire with the freedomto adopt regul ations
to preserve and advance universal service within the state as
| ong those nechani snms are specific, predictable and sufficient
to support the definitions and standards and do not burden the
Federal wuniversal service support nmechanisnms. 47 USC 8§254(f).
The Parties’ and Staff’s effort in drafting |egislation on
this issue goes far in getting us the authority needed for

devel oping a State Universal Service Fund structure, deciding
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t he appropriate size of such a fund and desi gning the proper
mechani sms for its inplenmentation and operati on.

We have several changes that we believe are
appropriate for the | egislation given our discussion above.
First, the Declaration of Purpose and Fi ndings discusses this
Comm ssion’s authority to establish a universal service fund
to provide affordable “basic” tel ecommuni cations service.

This termis not consistent with what was recomended to us
with regard to a universal service definition. W agreed that
the definition of Universal Service would change as

nodi fications are made to the federal definition. G ven the
principle of taking into account advances in

tel ecommuni cati ons and information technol ogi es we believe the
word “basic” which nodifies “tel ecommunicati ons service” woul d
be inconsistent with the purpose of any |egislative or
regulatory aim Renoving the word “basic” before

“tel econmuni cati ons service” and adding “consistent with
federal law’ after “telecommunications service” would satisfy
our concern over the inconsistency.

Second, in paragraph Il, LowIncome Support, the
term “tel ephone utilities” should be replaced with eligible
tel ecomruni cations carriers. W believe this change better

characterizes those conpani es who would be required to
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participate in the educational outreach prograns.

| n paragraph 1V, Authority, the word “Title” in the
first sentence should be replaced with the word “section.”
Finally, the discussion in this paragraph relating to the
funds coll ected should further include |anguage that the funds
are not available for the general revenue of the state. For
exanpl e, the sentence should read, “Funds contributed to a
state universal service fund are not state funds and therefore
are not subject to provisions of law relating to the general
fund.” Language could al so be adopted by the Legislature by
addi ng a new paragraph to RSA 6:12, | regarding the universal
servi ce fund.

In the end we believe the recommendati ons made by

Parties and Staff as nodified in our order are an appropriate
starting place for both this Comm ssion and the Legi sl ature.

Based upon the foregoing, it is hereby

ORDERED, that the proposal presented on Universal
Service is adopted pursuant to our discussion above; and it is

FURTHER ORDERED, that a working group be established
under the direction of our Director of Consumer Affairs to
i npl ement di scussions on soft dial tone and voice nmail for the
honel ess; and it is

FURTHER ORDERED, that the group submt a report to
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this Conmm ssion by June 30, 2001; and it is
FURTHER ORDERED, that a rul emaki ng docket be opened
to establish rules prohibiting disconnection of |ocal service
for non-payment of toll service.
By order of the Public Utilities Comm ssion of New

Hampshire this twenty-second day of Decenber, 2000.

Dougl as L. Patch Susan S. Geiger Nancy Brockway
Chai r man Conmi ssi oner Conmmi ssi oner

Attested by:

Claire D. DiCicco
Assi stant Secretary



