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MR. LAFURIA: The federal ETC program that we have, 

and I guess I was picked because, for better or for worse, 

over the last six years or so I've been in about 2 5  or so 

states and in front, of the FCC doing little other t.han these 

universal service issues, so it was thought I might be able 

bring along a little bit of experience and a few ideas about 

this progr,am and go through it and maybe generate some 

questions that you all might have. 

You may already know this, but, first of all - -  

well, I brought some slides for you to look at. They are 

really abbreviat,ed bullets, because I really would much prefer 

that, if possible, we have a more casual conversation on this, 

as much as can be casual with a roomful of people here. 

But just t.o st.art off, real quickly, you may already 

know t.he federal universal service program is funded by 

consumers. Everybody who purchases interstate communication 

services pay into that fund, including wireless consumers, 

consumers of all the t~elecommunication services today. 

And the federal program includes several different 

components: There's a high-cost program, which is int.ended to 

fund rural infrast.ructure for te1ecommunicat.ions carriers; 

there is low-income program, which is intended t,o provide 

subsidies to consumers who are in a low-income bracket; and 

there's a schools and libraries program, which is intended to 

fund broadband connections t.o the various schools and 
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libraries around the country. And, finally, t.herels a small 

rural healthcare program. I say small because not many 

healthcare entities have taken advantage of it yet and it's a 

very small fraction of the total. 

The program, overall, nationwide is a $7-billion 

program, now with about 4 billion of that being the high-cost 

program. 

I'm really only here to talk about the high-cost 

program. It's the piece of this which applies to competitors 

the most, and I can answer quest.ions, if you have any, on t.he 

other programs, but I'm not, nearly as up to speed with, for 

example, the rural healthcare program. 

Today, around the country, wireless consumers are 

cont,ributing about a third of t,hat $7 billion or, roughly, 

$2.5 billion per year; and wireless carriers, Hargray Wireless 

obviously, here, is not drawing from the fund. Nat,ionwide in 

2005 wireless carriers drew a little bit. less t.han 10 percent. 

The number that wireless carriers are drawing is 

increasing as carriers are designated around the country. 

Nationwide, we're down t.o really just a few states t,hat, 

haven't designated a competitive carrier to be an ETC pursuant 

to the '96 act. 

I brought, along a map. You may notice that t.his is 

a map of the Lower 48. Alaska and Hawaii are not on here, but 

both of those stat.es have also designated competitors. I have 
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a st.at,e in Illinois, which is expected to conclude any day, 

depending on when they finish their work; but, as you can see, 

it's really the urban states up in the Nort.heast corner that 

are predominantly not designating competitors, because there 

are no real rural areas up there. The rural states, by and 

large, have all designated one or more competitors in their 

areas. 

In addition to the states' designated carriers, 

there are nine states out there - -  I think t,herels nine - -  

that have said t.hat they don't have jurisdiction over wireless 

carriers, and theref ore they have decided not t.o designate; 

and in those cases you have t.o go to t,he FCC and get. 

designated. And a year ago this week, March 17th, FCC put 

out, an order, which I distributed copies t,o each of you on. I 

don't, invite you to read it, it's pret.ty dry; get somebody 

smart to summarize it and not have to go through it all. But 

t.hat order set forth the rules of the road for competitors. 

When t.hey want t.o be an ETC and they apply to the FCC, it's 

"here's what yousve got to do." 

And what t.hey also said in there is, Even t.hough we 

don't have the authority make stat,es to do this as their rules 

of t.he road, we invit,e states t,o use this as a guideline for 

what we think is appr0priat.e for a new carrier coming in; so 

it really sets forth a solid road map that balances t.he road 

map for consumers and carriers alike. 
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And I can tell you in the last year a number of 

states have either opened proceedings or they designat,ed other 

carriers to be ETCs using that as their road map. I will tell 

you I have a couple of problems with what t.he FCC did, but 

overall it was a very hard and contentious proceeding, and 

they made a lot of compromises, and t.hey looked at how much 

regulation of competit.ive carriers they wanted and they looked 

at how much consumer protection they want, then they looked at 

how do we determine the public interest and all those 

different t.hings; and overall, given that it was very 

contentious, I t,hink they did a very good job of reaching a 

reasonable set of guidelines: If you're willing to do these 

things, you can be designat.ed. 

Since t.hat time, both the FCC and several stat,es 

have designated other carriers using those guidelines as well. 

Last weekend I went into the universal service web 

sit,e and I pulled out a slide which gives examples of 

universal service support that's being distributed to 

competitive carriers in neighboring states. In some states 

like Tennessee, it. ' s a fairly small amount when you think 

about how much telecommunications does a million dollars buy. 

I can tell you it probably buys you t,hree or four cell sites 

at the most. In a big stat,e like Montana, for example, it 

wouldn't go very far. 

But I want to talk a little bit about Mississippi, 
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because I represent Cellular South down there, which is a 

local carrier which is a lot like Hargray. For example, they 

are locally owned and operated down there, and they draw a 

significant amount of money from this program. And the state 

requires them to be accountable, and they're investing t.hose 

funds at a tremendous rate down there. 

And the benefits of Mississippi consumers have been 

pretty dramatic as a result of their investment,, and it was 

really shown this past year when the hurricanes hit that Gulf 

Coast. I can tell you that in Biloxi and Gulfport, in those 

areas, this carrier had their network operating the day after 

the hurricane hit, for first responders at a low level, and 

within 13 days their network was at full capacity throughout 

their service area. And this was important not only in the 

Gulf area, which is by and large a combination of urban and 

rural, but northward, which is very rural, it was extremely 

important, because it really didn't matter whether you were a 

high-income or a low-income person, when you were displaced 

from that area and moved north away from t.he st.orm, 

immediat.ely you needed a wireless phone to keep in touch with 

your family members, to call your insurance company, t.o do the 

t.hings you need t.o do; so when you're in temporary housing or 

a shelter or temporary quart.ers, it.'s critical to have that 

facility. 

And I will tell you, a big part, of their success was 
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the fact t.hat they had a number of cell sites up there in 

these rural areas built with support that allowed people who 

moved up into those areas to be able to have service. 

They also had redundancies. They had bat.tery 

backups so that when the storm knocked out power they were 

able to bring out generators to their switching areas and 

their cell sites. 

And while it, took BellSouth - -  it, was passed the 

first of t,he year before their network was substantially 

rebuilt; not because they weren't, trying, it's just that in a 

major city, it takes a long time to string those wires to 

every single place that needs it; whereas the wireless net,work 

was able to get back up in a big hurry. 

And so in terms of the E911 or t.he emergency 

disaster response and the ability to keep a network running 

for consumers out there, these funds, I can st.ate for you 

unequivocally have gone a long way t.oward providing consumers 

with real benefits there. 

I'd be remiss if I didn't note t.hat my understanding 

is there is a little over 2.2 or so million wireline access 

lines in Sout,h Car,olina right now. And although there is no 

easy st.at.istics available, I think that translates to probably 

about 1.2 or 1.4 million wireless lines in the state right 

now. 

The average wireless customer pays in a dollar a 
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month to the federal universal service program; so if we 

ballpark that, it's somewhere around a million and, let's say 

it's $1 million a month. There's 12 to $15 million a year 

that wireless consumers alone are putting into the pot that,'s 

going out and it's being distributed t.o all these other st.ates 

that are designated ETCs, but it's not coming back here and 

delivering any benefits t,o those consumers out in the rural 

areas who are out, there. 

I wanted to touch just for a moment on the federal 

program mechanics, and if I didn't before, let me say you're 

welcome to interrupt me anytime with questions. I don't mind 

at all and much prefer that. 

COMMISSIONER HOWARD: Let me clarify some things in 

my mind. When you're talking about t,he competitive ETCs, did 

they break down on what percentage are wireless versus 

wireline; t.he 66 million in Mississippi, is all that wireless? 

MR. LAFURIA: On the competitive side? On the 

competit,ive side, without looking it up, I would say that the 

vast majority of that is wireless. 

And I'll tell you why that is around the country. 

It's because when you're a competitive ETC, you don't get 

support unless you build network and get customers. If you 

get a customer, you get support. And an inefficient provider 

such as, let's use t.he cable companies, t.hey are trying to 

compete on the telephone side. And Nebraska is a great, 
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example where t.he cable company has a big share in Omaha, but 

the cable companies generally are not stzinging wires out into 

the rural areas and trying to get this universal service fund, 

because even with the money that's available from the 

universal service programs, as a general matter, they are not, 

efficient enough. It costs so much to string those wires 

there s not a lot of incentive for them to enter it,, and 

that's why those competitors on the wireline side, you know, 

they are in the cities for sure, but there is no money in the 

cities on the universal service program; so in the rural 

areas, they1 re not generally there trying t.o draw from the 

fund. It's more efficient carriers who have the incentive to 

t.ry to ent.er and that's why most of it is wireless. 

COMMISSIONER HOWARD: Another question: What does 

it cost - -  and I know you can't, be exact on per tower - -  to 

build a tower t.o reach a rural area? 

MR. LAFURIA: It depends a little bit on technology, 

but I can give you a rule of thumb. If we're talking about to 

build a t.ower, the physical t,ower, then you have to put radios 

on it and you have to build a network to get, t.he signals back 

to t.he swit.ch somehow. I've seen a low number of $225,000 and 

a high number of 400,000, and I'd say 250 to 300 is probably 

about average. 

If t,here is a tower available and you don't have to 

build one, or if there's a big water tower where you could put 
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your radio on top of it, that subst.ant.ially cuts t.he amount of 

dollars. 

Now, in rural areas, it Is a little tricker, because 

around here, for example, you can almost always find someplace 

to hang that antenna; but in the rural areas, oftentimes it,'s 

more difficult. 0ftent.imes in rural areas the const.ruction 

costs are higher because you have to build more towers, and 

that's a big piece of it,. That's at least 100- to 175,000, 

sometimes, depending on how high you go. Obviously the higher 

you go, the more it gets. We've got folks out in the West 

that are 300 feet in the air, and that. ' s an expensive tower t.o 

build and support, for the weather. 

COMMISSIONER HOWARD: What percentage of t.he Hargray 

Telephone area now is covered? Are they covered 100 or so 

towers now? What, percentage of their areas are, I guess, bad 

areas or weak areas? 

MR. LAFURIA: There is a significant part of their 

network that, is not built, out, and I don1 t have - -  I don1 t 

know if we have a map. I could let you talk to Bob, he's a 

company guy. 

MR. LABONTE: I don't have a map, but we have, in 

South Carolina and Beaufort C0unt.y we have about 54 towers 

right now that we either own or lease, and then in the Jasper 

and Hampton Counties, where we are an ETA in South Carolina, 

we have about 23 towers. A little difference, I guess, in us 
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is we own our own spectrum, we're not a reseller, where 

wireless does supply all the facilities and plant for our 

wireless program. And as you also know, we are an ILEC in 

addition to that. 

COMMISSIONER HOWARD: How many towers do you think 

it would need to be built out complet,ely 

MR. LABONTE: I'm not, the engineer, but I would say 

to get full service in those other areas, we need triple or 

quadruple the number of towers we're looking at,. 

MR. LAFURIA: That raises a good question that I 

often get, which is really relat.ed to this, which is a lot of 

places, in a lot of states the question comes up, Well, gee, 

it, seems like your client is out in these areas, t,hey got out 

there and they built, they didn't have support, they're 

already there, why do you need support? 

And t.here is a very real answer t.o that. You know, 

the funny thing is that Texas is a giant stat,e and Alaska is a 

giant state, and a lot of them on the eastern side of the 

country are not as large geographically; but even in the 

states that aren't as big as Texas, the difference is pret,ty 

remarkable when you're here in Columbia and when you drive out 

to the rural area. 

And so wireless is out in rural America. Make no 

mistake, you can go CTIA or some other place, and I'm sure you 

could find places where they brag about how wonderful cell 
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service is all over this country, but the fact of the matter 

is it's a pretty dramatic difference when you go out to Rural 

America. 

Most rural consumers use their wireless phones like 

we all in urban America did ten or 15 years ago, really. They 

can use it when they get out on the interstate highway, they 

can use it when they' re in the main towns, and they can 

probably use it on the main state roads. But once you get 

beyond those arteries, folks can't depend on their cellphones 

the way we do here. They don't think of it as a tool that 

they can use everywhere that they live, work and play, they 

really don t . 

And the difference between a carrier that's not 

getting universal service money and one that is, is the 

carrier that is getting the dollars is required to go out 

there in these areas and knit together a network that people 

can depend on, similar, even if can't be exact, but similar to 

the way folks in urban areas do that really gives them all the 

benefits of modern wireless communications that we take for 

granted. 

That's why sometimes carriers are out there, and if 

there's any interstate you are certainly going to build it 

because people are driving along. And if you're going to make 

some money out there, you do it properly. 

But beyond that, where farmers want to use these on 
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their tract,ors and where small business out there, a guy with 

a repair shop in three different 1ocat.ions and wants to move 

from place to place and visit customers on the run and conduct, 

business efficiently, they don't have the abi1it.y to do t.hat. 

today. 

I think when you leave this area and drive out 

there, no mat,ter what network you're on, I you'll find 

it's pretty apparent. I haven't gone to a really rural area 

yet that is really well covered with some very few and 

remarkable except,ions . 

COMMISSIONER HOWARD: Clemson would probably be a 

place you could look at. 

MR. LAFURIA: Yes. 

COMMISSIONER HOWARD: Clemson, if you're looking for 

a rural area in t.he state. 

MR. LAFURIA: You1 re going t.o tell me you've got a 

house up there and you need a cell site. 

Just a couple of minutes on the federal program 

mechanics, I just want to make sure, you know, that in t,erms 

of what goes on when someone becomes an ETC at the federal 

level. The beaut.y of what the feds designed is t,hat, a 

competitive carrier can't get any dollars unless they build a 

cell site first. They have to go out and build it, they have 

to get a cust.omer, and you only get support dollars if you 

have a customer, so you have a pretty strong incentive. 
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Let's say, for example, there's $20 a month of 

support out there for a cust,omer, and you think the average 

customer is going t,o give you maybe 30 or 40 bucks in customer 

dollars. If you get that customer, you get all of those 

dollars; if you lose that customer, you lose all the dollars. 

You lose the revenue and the support, and this is a pretty big 

driver of customer service. I mean, if you're going to - -  

carriers in a compet.itive marketplace hate to lose customers, 

and they doubly hate to lose it when the customer has support, 

dollars attached to it. 

The way that they set this up, they basically said, 

Look, it's your risk capit,al that you have to invest. We're 

not going to give you any kind of guarantee you're ever going 

to get a ret.urn on t.his. You've got t.o draw up a business 

plan and predict how much support is in that area and how many 

customers are in t.hat area, and what t.hey will pay for your 

service, and you've got to figure this all out and make good 

efficient invest.ments. We're not just going to let you go 

build it anywhere you want and then just come to us with the 

t.ab and say, Gee, I cant t make it here, I need some support.. 

So in the more remote areas that you go, the bett,er 

t.he incent.ive is for compet.it.ive carriers t,o make t.he right 

kinds of investments for those areas and not just build 

somet.hing because you can get some support dollars out of it. 

They've got to make smart decisions here. 
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The other thing is that - -  I think it's important to 

know is that while for competitors, whether you designate one 

or three or however many competit,ors you designate in an area, 

they all have fight over a share of a fixed amount of 

support that's available. If there are 100 customers in an 

area and there's a cert.ain amount of support, that, that 

generates t.o competitors, so if you designate three in t.hat 

area, you can't get t,hree networks built necessarily, because 

those 100 cust.omers are going to generate a cert,ain amount of 

support dollars whether one carrier goes in and gets it all or 

whether two carriers share 50/50. 

And so the marketplace, you know, if you get one or 

two into a remote area, a t,hird or a fourth is going to look 

into t.hat and say, Gee, I 'm not going to be an ETC out t.here, 

because there's not enough customer dollars, not enough 

support, dollars to justify my going out and building this 

thing; so the market really does regulate that and we've seen 

that in the country. 

The other t.hing, t,oo, I want to make sure t.o point 

out that the incumbent, carriers don't share in this, t.hat is, 

they don't lose the support. The way the federal government 

set this program up, if a competitor goes in and gets a 

certain amount of support, it doesn't change the amount that 

the incumbent carrier gets. 

There was a proposal at one time t,hat toward t,he '96 
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act, there was a proposal that would say, Well, we want 

everybody share one set pot of support. That's known as 

portability, so if you lose a customer, you lose the support. 

But they didn' t implement that,, and it s not on the drawing 

board right now. So the incumbent carriers, at the moment. 

they are going to get their support and they're going to have 

their net.work support.ed for consumers , irrespective of whether 

you designate one ETC or none, their support stays the same. 

COMMISSIONER WRIGHT: If they lose a cust.omer 

somebody else, it's as if that cust,omer is still on t.he books? 

MR. LAFURIA: What they do is they re-average their 

costs and their revenue requirements and get a full amount, of 

support for whatever network is there. And I can tell you 

from an efficiency perspective why that shouldn't be, but 

that's not the way it works today. The federal government 

decided that they want t,o do it this way and that's just how 

it works. 

I want to touch for a minute on a couple of the 

other consumer benefits of designat,ing wireless competit,ors 

out in these rural areas. We've gotten a tremendous response 

in a lot of states from police and EMTs and 911 service 

operators. 

Carriers are designated as a competitive carrier and 

they put a cell site in an area that's not served or it's 

underserved. In those areas right away consumers get the 
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benefit of 911; and if the PSAPs out, there are ready, they'll 

get E911 service as well, and a tremendous benefit,. I 

mean, consumers in rural areas, by the way, they are not 

really that excited about E911 because they can't, make the 

call to begin with. They really want t,he 911 to be able to 

get through and say, I've got a problem here that's serious. 

And so every time a new cell site gets built, the 

average is about 144 square miles i.n a flat area. So you 

think of a flatland, every time a cell site goes up there's 

144 square miles out there, roughly, wher,e people are going to 

be able to pick up that phone and make a 911 call. That's a 

pretty big benefit if you knit toget,her a network that knocks 

out the dead spots. 

We had a sheriff come down from Maine and visited 

t,he FCC to t.ry to shake loose an application that the FCC had, 

and he spoke about how he uses wireless phones in his job. 

And, you know, it came out of the blue, because I didnl t - -  I 

never considered it, none of us had. He said, You know, when 

I go out in the field and I get a call - -  the example he used 

was a domestic disturbance. He said, I get a domestic 

disturbance call and I've got t.o go to someone1 s house, and I 

don1 t know what.'s going on in that house. The first thing I 

do is I tell the dispat.cher, Give me the number of that house. 

I get on my cellphone and I call that house while I'm on my 

way driving there. 
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He said, Last week I got a lady on the phone, and I 

said, Is your husband in the house, is he drunk, does he have 

a gun, do you have children in the house, all these things 

that, he said, allow me know what I'm getting into when I 

step into that house. 

He said, In Portland, Maine, I take it for granted 

that I can do that,, and it's a wonderful thing; but in t,he 

rural areas, I've got to go knock on that door no matter what, 

I don't, get to not do it. And so when I don't have that 

cellphone, it's a big problem for me, to go - -  I'm very 

apprehensive when I go to these houses and then I don't, have 

the ability to know what I'm really getting myself into. 

The EMTs out there use wireless phones an awful lot, 

in their work, particularly when there are accidents. There 

are a lot of people who pick up on radio scanners and notify 

next of kin early when they shouldn't; and the EMTs will 

typically give out the sensitive information on a license 

plate or victims at the scene through their digital 

cellphones. 

They also use digital cellphones for undercover work 

on the police force. They'll sit in the car and be able to 

communicate with each other that way, in the way that the 

police scanners wouldn't be secure. 

Economic development: I have a good story of a 

client who had somebody come out and want to build a plant of 
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sorts in this town, and when they get out of the airport they 

drove out there, and two hours out of town the guy was making 

calls and his cellphone service dropped off, and he said, 

What.'s the deal? And my client said, Well, we're out of range 

down here. Well, when we get to the town up ahead, are we 

going to have service or not? And he said, No, sir. Don't 

even go, turn around. He 1it.erally said, I've had it, I'm not 

going there unless there's wireless service. 

And I think if you talk to folks in the economic 

development,, the communit.y development direct.ors , they will 

tell you this is a pretty big t,ool that they need to be able 

to lure businesses out to rural areas and allow even medium 

and larger size businesses. They put, this on their checklist 

as to whether there is a good wireless network out here before 

they'll want to move out. 

Finally, one of the big provisions in the '96 act 

having to do with universal service was that they want states 

and the FCC to increase consumer choices, that is, to use 

universal service dollars t.o give rural consumers choices and 

telecommunications services that are similar t,o those in urban 

areas, and they put that right in the act.. 

In '96, we had the country wired up pretty well. I 

mean, in terms of connected up, I guess I should say. I think 

our telephone penetrat.ion levels nationwide now is t,he same or 

lower t.han it was back in '96. It really hasn't advanced a 
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whole lot.. And the purpose of universal service wasn't solely 

just to hook everybody up. Part of it, was to provide choices. 

This '96 act was deregulatory and it was pro-competitive, and 

I think that Congress and the FCC has understood full well 

that in a lot of these areas, there's not going to be 

competition unless we find a way to get these networks built, 

and there's not going to be a consumer benefit unless they 

have access t,o high-qualit,y services. 

One of the questions I get a lot has to do with 

service quality: What are you going to do about service 

quality? And my first answer is always, The biggest, single 

biggest factor in service quality is the quality of your 

network. Most wireless, even wireline carriers will tell you 

that the biggest complaint they have is when t.he phone doesn't 

work. I drive out of an area, I get a dead spot, my call 

dropped, I get, the fast busy signal, all these different 

problems. 

Those problems largely go away when you knit 

together a really good network and give people really high 

quality. I dare say, I come to Columbia a lot and I hardly 

ever drop a call in t.his town. 1t.I.s a great network here. I 

don1 t know that everybody' s network is as good as the one I 'm 

using, but, for whatever it is, I 'm not even sure which 

network I I r n  on here, but all I know is it works everywhere 

that I go in this town, and it can work substantially similar 
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to that out in the rural areas, but it's not going to happen 

without some level of support there. 

I'd like to say that the cellphone licensees were 

given out back in the early '90s, as early as '91 or so; so in 

15 odd years, if there was a real business plan to build these 

wireless networks, it, would have happened by now. We're 

pretty entrepreneurial in this country and wireless carriers 

have extended t,heir networks about as far as they can in these 

rural areas, consistent with a business plan that turns a 

profit. It, Is t.he highways and the major towns. To get, beyond 

that, they need a little bit of a boost, they need some 

support to get out there and build these towers. 

And one of t.he things that. I pit.ch t.o states all t.he 

time is make them accountable. There's nothing wrong with 

having an annual report, that, says, How much money did you get 

last, year? What did you do with it? Are we getting the bang 

for our buck? You got a million dollars, did you get at least 

a couple of new cell sites out in these areas? That's what we 

want to know. 

States can't say you have to put a cell site here or 

there, but they certainly can say, If you're get.ting these 

dollars, we want t,o know that something is happening out in 

these remote areas t.o get, improved sewice quality to these 

consumers. You certainly have t.he ability to do t.hat, and all 

carriers should be required. We really don't have a problem 
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with that. 

What I probably will do is I probably will tell you 

a few questions that I get. Obviously, if you have any 

quest.ions now, by all means pop them. If not, there's a few 

questions that I get pretty much everywhere I go that I'll 

probably raise for you if you want. 

Well, one of the questions that I get oftentimes is: 

Will wireless carriers - -  you all have - -  you all want to get 

ETC and you want t,o get these dollars, but you don't want to 

get any regulat.ion, and I hear that, a lot. And my answer to 

that is: Wireless carriers don't have any objection to being 

regulated, none of my clients do. The level of regulat,ion is 

really what's at issue. 

And I use an example of the rental car industry 

because it's easy to illustrate. When you go to the airport, 

there are four or five counters there and you can choose 

whichever one you want. And when you get that cont,ract, it ' s 

clear t,hat, that's a regulated industry. Those requirements, 

those disclosure  requirement,^ that you've got to do, check the 

box and go through all that,, but it's not regulated like the 

elect,ric industry or t,he telecommunications industry. 

And t.he reason is, in most areas of the country, 

still to this day, the incumbent wireline carriers remain 

monopoly carriers; as such, consumers need protection from 

monopoly business practices so they get a higher level of 

Transcript of Proceedings 
Volume 1 of 1 



23 
Docket No .. 2003 -227 -C  Hargray Wireless -Ex P a r t e  B r i e f i n g  March 15, 2006 

regulation. 

Carriers in a competitive marketplace have some 

regulat,ion for consumer protection. There is zoning or 

environment, maybe complaint standards or any number of 

things, but they don't, have the really high level of 

regulation that's on monopolies; and so, for me, the object of 

this game is to get, the competitors into the market such that 

the wireline company is no longer a monopoly carrier, and then 

very gradually ratchet down the regulation on t.he monopoly so 

that we have eventually something that looks like the rent.al 

car industry, where we have regulations that apply to all 

carriers. They're all competitive and they're all in that 

marketplace. 

That's really what the '96 act was trying to get at, 

to try to break up the hold on the local exchange marketplace 

on the incumbents. 

COMMISSIONER WRIGHT: Through subcommittee meet,ings, 

maybe, we've sat through, you hear different t,hings, and t,he 

telecom rewrite that t.hey are t.alking about, and part of it 

was, t.hat I hear universal service, they're talking about 

rewriting the rules that govern universal service. Does that 

play in what you're - -  because I don't think anybody knows 

what they are going to be talking about,. 

MR. LAFURIA: Yes. Well, you're accurate about. 

that, that nobody knows what they are talking about. 

r 
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Sometimes in the Senate, it depends on who you talk t,o up 

there. 

But how does it play into this? Well, it could play 

into this if they rewrite the rules everybody is going to be 

affected, everybody is going to have to deal with it. After 

all, it's a federal program and they set up these rules for 

how they are going play out the support. And there's a 

certain amount of federal statutes and federal rules t.hat, you 

have to comply with in order to be in the game, and all of 

t,hat could change. 

What I know is that nobody really knows how much it, 

will change. It could be very little and it could be a lot,. 

COMMISSIONER WRIGHT: I heard from one of the - -  I 

can't remember what state - -  in Florida, on of the congressmen 

up there chairs a subcommittee in t.his area, but they were 

talking about that it was basically going to eliminate the 

states, and part of t.hat was going to be federally controlled 

totally and we were going to be more just for, I guess, 

consumer issues. 

MR. LAFURIA: It is so all over the place. And I 

can tell you there's another proposal in the Senate that would 

do block grants to the stat.es and say, Here's a big pile of 

money, now you all distribute it among the carriers as you see 

fit. So the proposals are just now, and I think this is 

indicat.ive, I t.hink it's unlikely that anything is going to 
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get done this year in Congress as a result, of all these 

different - -  the proposals haven't start.ed to mesh t.oget.her to 

something that a lot of senators can get, around, and the 

action really is in the Senat,e for the most part. 

The FCC also has the ability to change the rules in 

this program, and I think it will take them - -  they probably 

won' t take it up unt.il the end of the year, because they are 

going to let Congress eit.her act or not act. And if they take 

it up at the end of the year, because Congress doesn't act, it 

will probably take them another year, year and a half to do 

something. So I think it's - -  if it's going to be Congress, I 

think it's going to be in '07. It's possible that it could 

happen this year, I've heard t.hat it won't. And if it's going 

t.o be t.he FCC, it, will probably be closer to '08 before they 

actually have rules that will change. 

And what t,hey will do is, it's difficult to tell. 

It may even depend on who the commissioners are at t,he t,ime 

more than anything else. 

One of the other questions t.hat I get is, what about 

the effect on the federal fund? I mean, gee, you know, we got 

everybody drawing out of t,his fund. I have a couple of t.he 

answers to that. First of all, given t.hat it, s on t.he 

high-cost side, that it's up to $4 billion now, and the 

wireless piece for this year is probably going to be, 

depending on who you talk to, between 600 and 750 million 
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taking out of the $4-billion fund. One million or $10 million 

a year is not going to subst,antially blow up this fund. 

As a practical matt.er, S0ut.h Carolina consumers are 

paying int,o this fund, and my belief is if the rural consumer, 

especially a wireless consumer, is paying in, they ought to 

get some bang for t,heir buck, because their dollar has been 

going out to South Dakota or Nebraska, and they're building 

networks out there, they are contributing t.o a federal pot and 

they ought to be willing - -  they ought t,o be eligible to get 

some of those back, and I'm not real excited about t,he overall 

affect on the size of the federal fund. 

The ot,her question that I get has to do with, gee, 

if we fund more than one carrier, are we funding competition 

in an area that won't support competition? And my answer t,o 

that is, well, that ' s essent,ially what the I96 act did, they 

said we wank these funds to be available to build net,works out 

in these rural areas, and if the funds go out there and they 

build these networks, one of the keys to the act was I1let1s 

give these people some  choices,^^ Iflet them choose t.he service 

provider that let's them fit how they use their phone and what 

their needs are." And if the networks are built and the 

consumers have choices, that's t.he real benefit of the 

universal service fund. 

And so it's not so much about competition as it is 

about providing these consumers with choices. 
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Really, that's about all I have, if you want have 

any questions. 

COMMISSIONER HOWARD: Are there any situations where 

competitive carriers share the same t.ower, economics of scale, 

sharing the towers; and if that is done, how frequent is it? 

MR. LAFURIA: Absolutely competitors share towers. 

As much as they are competit.ors with each ot.her, if you're out, 

in a rural area and a 200-foot tower goes up, you can bet 

competitors who want to build out there are going t,o ask 

whether they can get on that tower and do - -  they will do an 

engineering study to figure out if it fits with t.heir net.work, 

because - -  I cantt say how much it's done - -  Bob, you may know 

more than I, but in general it's done more in rural areas even 

than in urban. 

Because in urban oftentimes they're not building 

huge towers; they're putting stuff on buildings, and so 

oftentimes you can find a tower, you can find a place t,o put 

your radio right across the street on another building. But 

out in the rural areas, you might look around for miles and 

only find one water tower and one regular t.ower up there to 

put your radios, so a lot of times the option of spending 

110,000 to put a radio up on an existing tower as opposed to 

350,000 to go build your own is a compelling proposition if it 

gives you the coverage that you need. 

COMMISSIONER HOWARD: What percentage of cellphones 
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now can identify where a call comes from, for EMS purposes? 

MR. LAFURIA: The E911 piece? 

COMMISSIONER HOWARD: Yes. 

MR. LAFURIA: Well, all of phones sold now are 

capable. There are very few phones going into the marketplace 

now t,hat are not capable. And those that are like that are 

coming from a place like E-Bay, where you get it from somebody 

who has got, some old stock somewhere. Ret,ailers are not 

selling phones that aren't available. 

In rural areas there are a lot of people who still 

have - -  if you are familiar with the old bag phones? Still 

got, some of those? Well, those bag phones, there are people 

out in rural areas who will not give t.hem up, because they 

have free watts of power so you get really good reception, and 

they like them, and their view of it is: Don't make me give 

this up for something, a little handset that doesn't get as 

good of reception as this thing, and I'm willing to take my 

chances on the 911. 

I have a couple client,s out - -  I think there's one 

in Colorado. He says, I have 500 customers that, just t.old me, 

Hell no, I'm not giving it up, no matt.er what, you know. He's 

like, well, I got to comply, how am I going to pry this phone 

out of this guy's hand out here. 

But other than that, the phones all coming in now 

have it, and the PSAPs, the entities that take the information 
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in, that's really been the hardest piece of the whole puzzle, 

because a lot of the carriers now have the ability send the 

location information to the public safety answering point. 

But the answering point oftentimes has older equipment and 

t.hey are not able t.o use that information to locate the 

customer, and so t.herels a big push on - -  one of the things 

Congress, that they are working on now, is a bill which would 

provide more funding to those answering points to get their 

equipment upgraded since t.he cellphone companies are coming 

around now and delivering the information. It's just they are 

not able t,o use it, so that s a big piece of it. 

I can tell you Hargray and several other carriers 

that have chosen a particular technology called CDMA. There's 

a chip that comes in t.he phone that talks directly to the 

satellite, so anywhere you have coverage, you can be located 

within a few feet. Even if there's only one tower out there 

serving you, if you can get that 911 call through, that chip, 

that. GPS chip like you have wit,h OnStar or fancy golf carts 

now that have them, you hit it and you're like, I only drove 

it 112 yards, you know, all that - -  

COMMISSIONER WRIGHT: It can't tell you how to hit 

it out of the woods. 

MR. LAFURIA: Or find it for you, that's right.. 

But those phones have t.hat chip in t,here t.hat will 

locate you if you've got any kind of signal at all, and that 
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kind of knits together with why this is important. If there's 

an area 'hat doesn't have a cell site, it's going to be a lot 

of square mileage when a new cell site goes up, where all 

these folks out there will be able t.o be located if you can 

place that call. 

COMMISSIONER HOWARD: Being a new  commissioner^, I 

can't use this term too much longer, but in 2003 there was a 

document. Hargray applied ( inaudible . ) What happened to that. ? 

MR. LAFURIA: It's still pending. 

COMMISSIONER HOWARD: Still pending? 

MR. LAFURIA: Yes, sir. 

COMMISSIONER HOWARD: ETC status gives you federal 

universal service - - (inaudible. ) 

MR. LAFURIA: That would require a separate 

application. You can't draw from t,he state fund if you just 

apply for federal ETC st.atus . And to date that, s all they 

applied for, t,hey have not applied for state funding. So if 

they were designated, they could draw from the federal fund, 

they couldn' t draw from the st,ate fund. 

COMMISSIONER CLYBURN: One of the things you point 

out, here is the disparity, I guess you would say, between what 

wireless companies contribute as opposed to what they draw. 

Now, one of the issues I hear, as it relates to some of t,he 

persons who may be bit hesitant about granting status, is what 

would the economic impact be on the fund? I mean, I know it's 
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a set amount., but what t.he impact would be whether or not we 

get ourselves in an uncomfortable financial situat.ion, what 

say you to that? I think you're pointing this out to me t,o 

make a case, so to speak. 

MR. LAFURIA: Yes. 

Well, t,he total federal fund right now is 

$7 billion, and the part, of it t,hat is this high-cost piece is 

$4 billion. And in t.he case of an individual, a single 

carrier who would propose to draw out 1 million or $10 million 

a year, the only way I can put it is, $10 million a year in a 

$4-billion fund is a relative drop in a bucket. It's not 

going to have any subst.antia1 effect on the size of the fund; 

and even in the past year, the FCC, when they have designated 

other competit.ive wireless ETCs, they pointed that out, that 

t.hat amount is not a significant amount. 

And I can tell you that there are carriers in some 

states that are very rural and they have very large networks 

that cover sometimes the whole state, and they are drawing 

upwards of $30 million a year. I don1 t know what the number 

is for Hargray, but I know for a fact it's nowhere near $30 

million a year; so without getting into the merits of the 

case, my overall pit.ch would be I don1 t think the st,ate is 

responsible for stewardship of a federal fund which is 

administ.ered by the FCC. It's their job to make sure there 

are enough dollars in this fund and that they get it 
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distributed properly to all the carriers because they are the 

ones responsible to the Congr,ess for administering this 

program. 

Lastly, I mean, I know I don't say it enough, I feel 

for wireless consumers in rural areas. I've lived in a rural 

area in my life and now live in a city, and I feel for 

consumers who, if we got them in here and told them that that 

buck a month on your wireless bill goes to t.his program and 

here's how it's being used, and, by t,he way, there's no funds 

available for investing in infrastructure in your part of t,he 

world, they would say, Well, why are my dollars, what benefit 

am I getting for my dollars going out to Nevada or Wyoming or 

North Dakota? 

And last summer, in Nebraska, we had a public 

hearing where the consumers showed up. It was fairly 

remarkable hearing. Had one woman show up that we didn't 

sponsor, who came int.0 the hearing and said, You know, I have 

nine numbers I can call that are free. I get unlimit.ed local, 

but I have nine numbers I can call. Every other number is a 

toll call because I have a very small local calling area, and 

I know this company has a local calling area t.hatls the whole 

stat,e of Nebraska; and if I had their phone, I would save $75 

a month in toll calls. I pay $100 a mont,h in phone bills 

right now because most of my calls are toll; and if I could 

get their service for 40 to 50 bucks a mont,h, I would be way 
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better off, and the problem I have is there's no wireless 

service where I live, can1 t get, it,, t,hat Is not fair. 

And I think if you talk to consumers out in this 

rural area, they will tell you that it's a very important 

thing to consumers, even low-income consumers, to have - -  you 

know, the low-income consumer today doesn't have a choice in 

phone service, oftentimes, because if they want to switch to 

wireless they would lose their lifeline benefit. But if a 

compet.itive carrier is designated, they could switch that 

lifeline benefit over and get a discount on their wireless 

phone, which t,hey may prefer depending on what their job is 

and what they are doing. 

COMMISSIONER CLYBURN: I don't want to ask any more 

questions. I know some things are pending. 

MR. LAFURIA: We'll get to the case and then you can 

pepper us with those questions. 

I thank you all very much for your time today. 

{WHEREUPON, at approximately 2:54 

p.m., on March 15, 2006, the Briefing was 

adjourned. ) 
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