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MR. LAFURIA: Good afternoon. I 'm David LaFuria,

and I 'm here on behalf  of  Hargray Wireless. wi th me is Bob

LabonLe from the company, and William ,Jones, who is the

companyts generaf counsel .

Do we have any new people in the room? I don't have

to do the housekeeping. we can just  get st .arted.

wel-l-, r'm here today to tal-k about the federal-

unlversal  service program. And i t  was thought,  I  guess, f rom

the company's perspect ive that f  've been in about 25 di f ferent

states deal ing with universaf service over the fast  s ix years,

and doing a f i t t le bi t  of  a br ief ing on some of the new things

and the changes and updates to the program, the federal- side

of the program anyway, might be useful for al} the

commissioners,  and that 's why we're here today.

I 'm going to r ,vhip through my sl ides pretty quickfy,

buL what I really want to rRake sure you know is !hat, for me,

I'd much rather we have kind of a casual- conversation and you

feel free to interrupt me whenever you want with questions and

we '11 -  j usE  go  f rom the re .

On the federal  universal  service side, as you

probably know, af f  consumers of  interstate services pay into

the fund, \ , /hether they are wirel ine customers or wireless

customers or long-distance cust.omers, '  i f  they have j -nterstate

charges on their phone, they have to pay int.o the fund. And

when the dof l-ars go up to E.he federal government, the federaf

?ranscript of Proceedings
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program has, in the universal servj-ce world, they have the

high-cost program/ which pays out doLlars to carr iers to bui l -d

networks out in rural areas; there is the l-ow- income program,

which provides subsidies to consumers who are 1ow-income so

F h . i  t - l r 6 a '  r = n  = € F a v A  i a l  a h h ^ h a  c a r . r r i n a  l - h a r F .  f h a r c r <  l - h F

school and f ibrar ies program, which provides subsidies for

broadband connecLions, for schools and l ibrar ies to get

connected up to the Internet;  and there's the ruraf heal th

care program, which provides them subsidies to hospi tals and

other heal thcare providers out ln remote areas.

Right now, this is about a $7-bi11ion program in

'06, and the part .  that I 'm here to talk about today is the

high-cost piece of i t ,  which is about 4 bi f l ion out of  that 7

bi l l ion in total  .

Right now, today, wireless consumers are

contr ibut ing about a third of  the total  program, about $2.5

bi l f ion a year;  and in 2005, the numbers t .hat we've come up

with,  wireless carr iers drew a f i t t le fess than 1o percent of

that,  and I  th ink i t  wi lL be cfoser to 15 percent or so in

2005, because around the country,  carr iers have been gett ing

designat.ed so there are more carriers drawing from Lhe fund

now than before.

Here in 2006 aLI but a few rural states have been

designated at  least  one or  more compet i t ive ETCS. I  put .

together a map, which my engineers left off Alaska and Hahrai j.,
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buL i f  you look on this map, theyrve designated compet i t ive

carr iers.  And I  have a case pending in f f f inois,  which is

expected to be acLed on pretty soon, and up in the northeast

part  of  the country,  they don' t  have rural  areas, so to speak,

and so they are no! going to be designating any carriers; so

we're down now towards Idaho, fowa and South Carolina are the

last three we have to desiqnate a compet i tor.

The r,,/ay that the statute was original ly set up, the

s f ^ f cs  have  f hc  on t i  on  f  r 1  , ' l Fq i t - l n .a f  p  . , . jmne f  i t i ve  Ca f f i e f s  i f

they wish,  and there 's  n ine states that  decided that  they

didn ' t  want  to  have jur isd ic t ion over  wi re less,  and in  Ehose

cases you have Lo make an application to the FCC and they do

the designat lon.

And the FCC decided about a year, it was a year ago

this week, that v/hat Lhey needed was a set of guidelines and

ru le$ of  the road,  k ind of  a  road map,  for  compet i tors  Eo be

abl-e to understand if you want the benefit of these funds what

are your obfigat.ions going to be, what do you have to do, and

l - he r r  r e l  eased  f  h i  s  o rdc r  T  ha \ rF  ^  . ! 6n \ ;  . ' f  i t  he re .  I t l f  be

happy to feave it with you on the way out, but j-t's an order

in which the FCC said,  I f  you come to us, here's what you have

to do,' we think this is a good compromise based on how can we

provide benefits to consumers and make sure the carrierg are

doing what they're supposed to do and make sure they're

accountabLe.

Transcr ip t  o f  Proceed ings
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Whife the FcC was not al lowed to impose chese

r a m , i r a m a r r t . e  . r n  i . h F  e t a t e s ,  i L , s  r e f e v a n t  b e c a u s e  I  t h i n k  i t ' s!  ! \ 4 s J  !  v r r r e r r  e  s

a pret ty  good compromise.  I f  you ask me do I  have issues,

|ve got  a few,  but  I  th ink everybody who par t ic ipated in  i t

has a few issues.  But ,  overa l l ,  i t 's  a  good compromise and a

good set  of  gu idel ines which a s tate coul -d take and say,

Here 's  a good set  of  gu idel ines,  i f  you want  to  be designaE.ed

and you want  to  be e l ig ib Ie,  you need Eo do th is .

And since that came out a year ago, a number of

s tates have taken up proceedings in  which they 've e i ther

designated a competilive carrj-er and said this is what you've

got  to  do,  or  they adopted rufes in  which they said here are

the rules for everybody who comes hereafter, here is what you

have to do to become eligible, here's what. you have t.o do to

stay e l  j .g ib l -e.

There have been a number of states, and I think the

FCC has made two or maybe three desiqnations since this came

out  us ing those guidel ines.  And,  as I  sa id,  I  th ink i t 's  a

pret ty  good compromise.

Last  weekend I  went  to  the - -  I  d id  a l i t t l -e  b i t  o f

research and came up with, in the surrounding states in this

par t  o f  the country ,  how many dol lars  are going out  t .o

compet i t ive ETCS in these states,  and the vast  major i ty  of

these dol lars  go to wi refess carr iers .  And I  th ink what 's

important here is that, while the amounts vary, with some of

Transcr ip t  o f  Proceed ings
Volume 1 of 1
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these states Lhese are signi f icant dol lars which these

carr iers are being accountable,  and I  represent a nundcer of

them. What they have to do is demonstrate to the state

commissions that they got the doffar and that they use that

dol-lar to invest in their networks out in the ruraf areas

I represent cel- lu lar South down in Mississippi ,  and

they draw a signi f icant chunk of that $62 mi l l ion that goes

. \ r1 f  l - . )  .omnet i  to rs  in  tha t  s ta te .  And whaf  r<  imn. \1 . f2 r f  in

that state is that over the past three or four years,  whi le

Cef lufar South has been using these dol lars to bui ld up their

network,  they had an experience ]ast  fa l l ,  when Katr ina struck

the Gulf  Coast,  which was signi f icant,  and that was the next

. la  \ , '  a  f  r .e r  f  ha f  s f  o rm Serv ice  ava i lab leu q l  a !  L L !  f  ,  u r r c y  r 1

l - n  f  i  r a f  r e q n n n d a r c  T f  r r . c h  '  I  m r r - h  l -  h a  d a n a r r ' l  n r r l - r ' l  i  n

didn' t  have much, but the emergency folks who needed i t  coul-d

^ ^ f  -  ^ - l l  f h v n r r a L  A n d  i n  1 ?  . l ^ r r <  t - h a v  h . a . l  t - h a i r  h a t - r ^ r . \ r L  r r n
l j c L  d  L q r f  L r t l v u y r r .  L r r L j  r r q q  L u u t !  r r E u w v ! ^  u P

to  fu f f  capaci ty  throughout  that  Bi lox i -Gul fpor t  area.

The second thing that was important was that up in

M i s s i s s i p p i ,  i n  t h e  n o r t h e r n  p a r L  w h e r e  i t ' s  m o r e  r u r a l  ,

people j-n massj-ve numbers moved up there, they were dispfaced,

and when they were d isp laced out  to  these more ruraf  areas,

they had enough ceff sites and capacity availabl-e so that when

consumers moved in to these areas,  t .hey had the abi l i t .y  to  use

thei r  wi re less phones,  to  caf l  the i r  insurance company,  to

keep in touch with loved ones, to do al-] the things that they

Transcr ip t  o f  Proceed ings
Volune l- of l-
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needed to do when they were displaced out of  that coastal

a rea .

VICE CIIAI RMAN ITAMILTON: How would the universal

serv ice funds be used to upgrade the serv ice,  especia l ly  in

rural areas ?

MR. LAFURIA: Any carrier who gets funds is required

to use them only for the provision, maintenance and upgrading

of their  faci l i t ies out ln the high-cost areas; and so what

states have typical ly done is say, Look, we want you to be

accoun tab le .  LeL ' s  say  you  ge t  a  m i l l i on  do f l a rs  Lh i s  yea r ,

we want to know what you did with your million doflars. we

want to know how i t  went into your faci l i t res.

carr iers are free to use i t  - -  in other words, thev

coufd use i t  to bui ld a cel l  s i te,  they could use to put in

battery backups, they could use i t  to bui l -d redundancies in

their network when they go down, they coul-d use it to invest

in the tower structures, in the real  estate around i t .  They

have to invest in their net!,/ork in those areas.

And so whj- ]e states can' t  say you have to

tower for me over here in this town, they certainly

i f  you've got a mi l f ion dol lars,  I  want to know that.

getting some bang for my buck. I want to know what

And Cel lu lar South, in Mississippi ,  is an

ThF \ /  r an^ r f  f  . )  f  hF  s f  . f  c  on  a  reo r r ' l  a r  l ' r as i  S :  He fe t s

bui ld a

can say,

I r m

example.

the
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dolfars we got for the pr ior per iod and here are the places

where we bui l t  ceI I  s i tes,  here are Lhe towns that now have

service, here are the battery backups we instaf led, here are

the generators we instal fed, here's the addit ional  capaci ty

t -  he l -  r " rF insf  ^ l  l  F . l  he]^a : ra f  he I  in l re  f  hc back hal l  l inkS

t .hat  get  the s ignal  f rom the cel l  s i te  back to our  swi tch so

they can get in the phone net.work, and they l-ay out for them,

here are the investments that  we made.

So I  wi l l  te l l  you, in a number of  places where I

represent c l ients there are towns that are under 1,000, that

would never get a cel l  s i te otherwise, that now have cel lu lar

service as a result of a company going out there and bui-lding

a cel l  s i te where i t  wouldn' t  make economic sense otherwise,

and so there have been some real ly s igni f icant posi t ive

benefits in a number of states around the country.

VICE CIIAIRMAN ITAMILTON: fn your scenario, to get

t -hc  mrrnFv fhFn l -h r \ - /  have to  cOme back  and fe l I  what  fhew d id

s ' i l - h  i l -  l - h a v  d ^ n ' l -  h ^ l r a  j - . \  d . \  i l -  r r h  f r ^ n f "

MR. LAFURIA:  Yeah.  In  the FCCIs quidel ines,  t .here

are two par ts  to  i t ,  i f  the commiss ion were t .o  fo l low that .

The Fcc 's  guidef ines say before you get  the dol lars  we wanL to

see a par t icu lar  p lan for  what  you propose to do,  and we' re

not  going to hold you to i t  too t ight ty  because the hard par t

is  you don' t  know exact l -y  how much money you' re going to get

unt i f  vou qet  out  there.
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So I can t.el-l- vou it resuires a littl-e bit of

software, a l i t t l -e biE of  tools to f igure out a good est imate

of whether you're going to get a mi l l ion dol- l -ars or 10

mil l ion. So what.ever number that is you projecc, you need to

provide the state with a plan, here's what we are going to do

w i th  i t ,  and  we  p ro jec t  i t ' s  go ing  to  be  a  m i f f i on ,  he re ' s  ou r

plan. I f  i t  turns out to be 2 mi l l ion, we got to come back in

a year and say, Wel- l  ,  we got 2 and here's what we did with

that,  and then give you per iodic reporLs.

VICE CIAIRMAN IIAMILTON: Even thouqh vou aren|t

regufated, wlrel-ess ?

MR. LAFURIA: Right.

VICE CHAIRMAN IIAMILTON: We can seL uD quidelines or

rules for universal  service funds for you to apply for in

q . \ r r f  h  a - ^ rn l  i  ne  . o r r ' l  d  l - he r r  hc  mnrc  e f  r ' i  n . rFn t  t han  t he  FCC

guidel  ines ?

MR. LAFURIA:  Yes.

VICE CHAIRMAN IIAMILTON: And would it be something

that would be pointed to rural areas where service is in many

n r e a q  n a n r ?

MR. LAFURIA: You clearly are t.he authority to do

something d i f ferent  than what  the FCC did,  more or  l -ess,  no

mresl -  i  on ahorr f .  i  f .  -  The l imi tat ions on whaf  r / .1r r  .an d. )  arc i  n

l - h F  F a d a r .  l  q l . ^ f r r f a  l - h ^ l -  i q  | |  r a d r r ' l a f a  r r f a a  ^ f

competi t ive carr iers and their  entry,  but you could regulate
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"other terms and condit ions" i f  you're author ized by the state

statute.  And I  confess I  don' t  know the state statutes weff ,

bu t ,  c fea r l y ,  i f  you  dec ided  to  say ,  we l l ,  l ook ,  f o r  a l1

carr iers who get universaL service funds, we want a report

annually of what you're doing with the funds t.hat you got and

an update.

VICE CIAIRMAN IIAMILTON : I f r./e take the money awav

from the incumbent and give i t  to wireless, would that cause

more money to be paid? couLd that be done? or would more

money have to come from somewhere el-se? woul-d customers have

l - ^  h ^ 1 t  m ^ r A  m ^ h a l r ?

MR. LAFURIA:  That 's  a qood quest ion.  Under the

current. program, the r/ay the federal program is set up, when a

compet i t ive carr ier  comes in  and gets funds,  i t  does not .

affect at aff rr/hat the incumbent qets; so if the incumbent is

get t ing $ l  mi l l ion th is  year  and a compet i tor  comes in  there

a n d  g e t s  2 0 0 , 0 0 0  i n  t h a t  a r e a ,  l e t ' s  s a y ,  t . h a t  i n c r e a s e s  t h e

size of  the fund.  They don' t  share i t  or  f ight  over  \^ t i th  the

lncurnbent carrier.

I f  there is  more than one compet i tor  in  an area,  the

^ ^ m h a l - i l - a r  a : r r i  a r d  3 l I  h e r / F  F . 1  f  i . t h f  f r 1 r  t h e  a V a i l a b l e

dof lars.  And the way that they set i t .  up, they said for

competitors you only get support if you get a customerr so

f i ? d + -  , , ^ , ,  ^ ^ F  f ^  l ^ " i  1 , 1  i I  T f  I t -  d . r  a! r ! o L  y v u  Y U U  L U  f  !  j v u  l q r r  u  : J u u  q  L u r u v ' L ' c ! ,  y v u

don' t  have a sale.  Once you bui fd i t  and the customer signs

Transcr ip t  o f  Proceedings
vo Lume -L or L
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. 'a t -  fhF / -ustomer 's  revenue and you Can get  theu l , ,  I ' v s  ! q . .  : r v v  
e r . v  v

support  do l lars  for  that  customer.  And i f  you lose that

cusLomer,  you lose the suppor t .  And so there 's  a mechanism in

place thaE puts the incent ive on the compet i tors  to  go f ind

those areas which are high-cost and where there is support.

avai lab le and to invest  out  there.  And par t  o f  the staters

job is make sure that the money just doesn'L come back and get

invested back here in Columbia, for example, in downtown

Cofumbia where i t 's  a  low-cost  area.

VICE CIAIRMAN HAMILTON: If we don't get the money,

somebody in New York might get it.

MR. LAFURfA: one of the pitches that I make in

every s tate is  that  the wire less consumers in  South Carof ina

today are paying . in  roughly  a dol lar  a month.  I  th ink there 's

a f i t t fe  over  a mi l , l - ion wi re less l ines in  th is  s tate,  so

t h e r e ' s ,  s a y ,  1 2  t o  1 5  m i l l i o n  b u c k s  a  y e a r  g o i n g  o u t ,  a n d  i t

goes out and it goes to Nebraska and it goes to Wyoming, it

^ ' ^ i c s .  h r r f  i f  . l . ) F s n ' f  e o m e  b a c k  h e r e  t og\ rsD LrJ

fund any wireless infrastructure in this state.

And as a general  matter,  I  th ink wireless consumers

out in the rural  areas real ly need to see a bang for the buck

that they are putt ing in,  and that why I  th ink a l -ot  of  states

have designated carriers like the Fcc has. I think they

recognize this.

VICE CI{AIRMAN IIAMILTON: Excuse me, you might have
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answered af f  these quest . ions in  the s l - ides.

MR, LAFURIA:  No,  f 'm happy to do

happier at Q and A than I am going through

brought  them as a feht  bul le ts .

i t .  I ' m  m u c h

a l i d a <  T  n n l r r

VICE CI{AIRMAN HAMILTON: You IC].]- MC.

MR. LAFLIRIA: Go riqht ahead.

The other  th inq I  th ink that 's  on here is  when a

compet i t ive carr ier  decides to be an ETC, under  the federa l

program they do take on federa l  carr ier  -  o f  -  fast  -  resor t

obl igat ion,  and i t 's  the same as what  the ILEcs have on the

federaf  s ide,  and that  is  you have to respond to a l l

r a r e n n r h l  a  r a m , A d i <  f n r  a a f i r i  n a  q ^  r - ^ d r \ ,  :  k ' i r a l a c c  r . : r r i a r!  ! \ a q g !  u p

when they get a cal-I from a customer that says, I just bought

your phone, f  took i t  out,  i t  doesn' t  work aLl  over the pface

where I  l ive.  A carr ier Eoday pretty much says. Wefl ,  I 'm

sorry, you maybe need eo try another carrier but we just don'L

do anything about that.

Once you're an ETC, you need to make an effort  to

respond to al l -  reasonabfe requests.  I f  a consumer came to

this commission and said,  Hey, f  want service from thj ,s

carr ier and I  don' t  get i t ,  I  want you to invest igate i t ,  you

woufd have the opportuni t .y to fook at  a carr ier and say, TeIf

me how much i t 's  going to cost to get service out to that

h o u s e .  A n d  I e t ' s  s a y  i t ' s  j u s t  $ 3 , 0 0 0 ,  i t ' s  a  l i t t l e  r e p e a L e r

r , 'nr  r  h:r rc 1-^ nr , l .  . \ r , f  f  hFrF r / . \ r r  ' , , {  h: l ra r -  ha .ar l l .  h. t7 i  r - i r  l -  ̂  <. \ '
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Look. the customer is going to pay about 50 bucks a month,

there's another 20 bucks in support ,  Iook at  th is,  looks f ike

you're going to get a return on your investment in two years,

I 'm not sure why you v/ouldn' t  have to bui ld that for them.

You have the abi l i ty to declare that !o be a reasonable

requests .

l,ikewise, if there was a consumer out there and it

would cost $300,000 to bui ld a whole cel- l  s i te,  you might say

to that consumer, Weff ,  Look, you're going to have to f ind

r h ^ 1 - h a r  - r 1 t .  a r r ' - a j -  i \ . F  l -  h r r p ' q  . r . r f  t - . r  l . t a  ^ n . \ l -  h a r  u r ^ r '  l - ^  . r F t -  l - h a
: j v 9 9 v t v q ] L v

service, but bui ld ing you a new cel l "  s i te is not necessar i ly

the best way to use the funds. That 's a bigger program, f

th ink,  in the Montana area than i t  is in ruraf  South Carof ina.

There are folks out there in cabins, in ofaces where

lhey -- hunt ing camps where they are 100 mil-es from the

neares t  ce l l  s i t e .  o r  even  more .

VICE CIAIRMAN IIAMILTON: We seem in this state to

have a 1ot of towers but. poor service in most areas. I assume

the wirel-ess company owns the tower and other folks can' t  use

the tower,  they can' t  do l ike an interconnect ion or anything

with a land] ine.

MR. LAFURIA: The cellphone companies sometimes own

the towers and sometimes they fease them. There are tower

companies out there that do nothing but --  i t 's  l ike a real

estate pl-ay,  they just  put up towers and get tenants.  But

Transcr ip t  o f  Proceed ings
V o l u m e  1 o f  1
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there is a fair amount of sharing that goes on among carriers,

especial ly in rural  areas, because a lot  of  t imes i f  you can

avoid bui ld ing that tower,  that 's the most expensive piece,

r L 6 , ,  i . , i l  l  i n  -  , , r ? > l  . r a .  1 - h a l r  u r i l l  t - r r rL l l e y  W - L I I  -  -  - L t I  o t  !  ( . r l - q r  q l u q  u ! ) ,  L U  9 E L  w r r d L  D

cal- l -ed colocat ion on a tower to share i t .

VICE CTAIRMAN IIAMILTON: So mosL of them are that

way?

MR. LAFUR]A:  I f  they can,  they wi l1 .

There 's  not  as much shar inq in  the urban areas

because typ ica l ly  you ' re not  bui ld ing a b ig tower,  you ' re just

n , , 1 - t - i r ^  i 1 -  ^ n  i ^ n  a f  r  ] . r r r i  1 d i r a  r r z l  d ^  i h A r , r ' l  l  . j l r d l -  ^ ^  t - ^y u L u t r r Y  f L  v r r  r v } /  u r r s ) /  f r  J u D u  Y v  u v

bui ld ing tops where i t 's  avai lab l -e or  a water  tower or

something f ike that ,  ar l  ex is t ing s t ructure.

VICE CIIAIRMAN IIAMILTON: Okav.

MR. LAFURfA:  I  want  to  h i t  on just ,  reaf  quick l -y ,  f

know I touched on the whole Katrina thinq about. consumer

b e n e f i t s  .

Part of what you sald a minute ago is important

ho r . : r r qp  nne  n f  f  ha  . f l rFq f  i l 1 i r q  T  . IF l -  f r nm a  IO t  O f  S ta tes  iS :

T f  q F F m q  l - 6  r r e  f h : f  1 / . r , ?  ^ l i a n f  n - ! , i . l  ; ^ : l r a : d r r  ^ r r l -  t - h a r aj  \ r u !  \ - r t c r . r L l  ! / a v r L r ,  r D

in a wireless area and vou're alreadv bui l t  out there vr i thout

supporc,  you don' t  real ly need these dolLars.  And my answer

to that is: co out there and drive around and reallv use vour

phone out there because i t ,s not l ike i t  is  here in Columbia.

There is a business plan that supports a carr ier going out
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there and buj-Iding on the interstates and the major roads and

in the major towns. But knitting together a good network that

a person could depend on where they l ive,  work and p lay is

real ly  not  possib le;  and i f  i t  were possib le,  i t  woufd have

happened by now. I t 's  a  pret ty  entrepreneur ia l  country  and

wire less l icenses have been around 15 years now; somebody

woufd have done it if there was money to be made out there,

And what 's  needed is  a cer ta in amount  of  suppor t  to

enable the carr iers  to  bui ld  cef f  s i tes in  areas that  they

woul-dnt t  o therwise bui fd  them. Once that  happens,  the

consumer benef  i t .s  are preLty b ig.  Right  of f  the bat ,  i t 's  the

9 1 1  t h i n g .

The cel lphones,  the d ig i ta l  phones now, they come

with a GPS chip in  the phone that  ta lks to  the satef l i te ,  and

so i f  a  ce l l  s i te  goes up in  an area and l ights  up 100 square

mi les of  an area,  and everybody in  that  area who t r ies to  d iaf

911 can immediate ly  be located,  because that  GPS chip can ta l -k

s t r a i g h t  u p  t o  t h e  s a t e l l i t e  a n d  f o c a t e  y o u  w i t h  2 0 ,  3 0  f e e t ,

depending on where you are, and so those benefits are

immediate ly  avai lab le when that  cef f  s i te  gets constructed.

And those dead areas where oftentimes farmers are on tractors

or where someone who has a business that does defiveries or

does repairs, where they need to use their phone in bethreen

the major roads and the major towns, that all becomes

a v a i l a b l e .

Tra [scr ip t  o f  Proceed ings
Volume 1 of 1
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VICE CIIAI RMAN IIAMII-rTON: Most of our co-ops have

connect ions with \ , r i re less companies now. And i f  th is thing

did go where, you knovr,  in south Carol ina you start  gett ing

universaf service funds, they would be equal ly ef ig ible too.

MR. LAFURIA: Absolutely,  yes.

The other thing on health and safet .y,  I  th ink,  is,

I 've Learned in the last  year or so how pol ice and emergency

med. ical  technicians depend on wireless phones now.

tle had a sheriff who made a presentation to the FCc

in a case, who came down and described how he uses a wireless

phone al l  the Lime. The example he gave, whi.ch is real ly a

n r : . ' l - i . ^ l  o n e -  i s  h e  r r a f q : i . a l l  f . \ r  a  d n m e s t i c  d i s t u r b a n c e

and he said,  When I  go out ,  I  te I I  the d ispatcher  to  g ive me

the num]cer of that house, because I want to calf in there

before I knock on that door and I want to know all the facts:

Is there a drunk guy in there, does we have a weapon, are

there k ids? He said,  I  can get  a good sense of  what 's  going

on and how much danger I'm in before I ever knock on that

door .  He said,  That 's  a real  b ig deal  to  me because I  do i t

r ' l  I  l - h a  l -  i m a  i 1 1  m o t -  r n n a ]  i l -  - i r  D ^ r f l  r n . l  n r  u r h a r a r r a r  L a  i e  l - \ r , t -

he said,  when I  get  out  in  the rura l  areas,  I  donl t  l ike i t

when I have to go knocking, I don't. have a choice about

knocking,  that 's  my job to do i t .

He a lso said that  the emerqency medicaf  technic ians

use wirefess phones now because when they geL on the radio
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scanners,  the pol ice scanners,  they are not secure/ and they

have problems with,  for exampl-e,  next of  k in gett ing not i f ied

early f rom folks who pick this stuf f  up of f  the scanners,  and

so they use wirel-ess phones to t ransmit  the f icense pfates and

the other informat ion because i t 's  secure.

And they use them for undercover operations. They

got a guy in the f ie ld and he's in a car and he's watching a

house. He had that digi ta l  phone, which rs secure, so he can

make a calf and communicate back in any, way shape or form

without worrying about i t  being picked up

VICE CI]ATRMAN IIAMILTON: MaKeS SENSC.

MR. LAFIIRIA: The other thinc is economic

development.  There is no quest ion but that when businesses

look to focate out to rural  areas, one of the Lhings on their

checklist now is do you have a good tefecommunications network

out there.

I think we hear a lot about broadband. Riqht alonq

with i t  is ,  is there mobife wireless communicat ion. f  mean,

are our workers going to be abl-e to move around and do their

jobs ef f ic ient ly and have the benef i ts of  mobi le.

And one of the things that is interest ing about this

program is that the money is really only supposed to be used

for providing voice service, and so the companies canrt  use

these funds t.o invest in data, the Blackberry devices or that

kind of thing. But to get the data, you need to have t.he



1

3

4

5

b

7

I

9

1 0

1 1

1-2

1 3

t4

1 5

t 7

1 8

1,9

2 0

2 T

2 2

2 3

2 4

2 5

Docket l i lo. 2003-22J-c Hargray Wirelesg-Ex parte Brief ing

1 8
M a r c h  1 5 , 2 0 0 6

tower and you need to have the microltave back hall. You need

to have al f  these big expensive pieces that you use for voice.

so once that tower is up with the universal service

money, once that big investment is made, the company can use

internaf ly generated capi taf  to add on the data piece of th is

and br ing consumers mobife data and other mobi le wireless

services that aren' t  necessar i l -y voice, because i t 's  a much

smal ler investment than that f i rst  b ig piece, and so there are

signi f icant consumer benef i ts as a resul t .

Las t l y ,  I ' d  say  a  b ig  pa r t  o f  t he  t96  acE ,  I  know,

was the idea that consumers out in rural areas really deserved

to have choices in telecommunicat ions that are s.imil-ar, even

if  we can' t  get eight compet i tors out there the way we have

h^v6  i  -  , . r ^  r  , , n l . \ i  -  h r r f  t hev  dese rvF  t o  have  SOme S im i l a f

choices in service providers as those in urban areas, and i t 's

much more than just connecting peopl-e up to the network.

We had that job done in 1996. our nationr^ride

telephone penetration rate is now the same or slightly lower

than i t  was then. The big job that congress wanted to get

done was to find a wav to qeL consumers out in rural areas

this modern infrastructure and use the high-cost support

mechanism to do that.

I  can tel l  vou a lot  of  stor ies in a lot  of  states

where carriers have been ETCs for a few years nolr/, they have

got some terr i f ic ta les to tef l  about how cel-L si tes have been

TranEcr ip t  o f  Proceed ings
vorume _L of _L
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bui l t  in towns less than 1,000 people that have gotten cel l

service for the f i rst  t ime, and the way that i t 's  being used

^ r r F  l - h a r a  . n . l  I i i A f - r ' l t ,  a ^ - - f i - - ^  l i € a  c a , r r i 1 1 . !  a i . . \ r ' i r q  . \ f! y  I  b u r ( s L t r s c  l r r Y  a e v r t e r  v !

n F ^ n l F  n r r f  f h e r e  a h l c  j - r l  r r s e  t h e i r  n h c l n e s  i n  t h i s  f a s h i o n .
l / e v l J !  u

MR. LABONTE: The commiss ioner  asked a quest ion

regarding additional ETCs being approved in areas. Could you

elaboraLe a IiLtIe more on how that process works and how that

would af fect  the fund?

MR. LAFURIA:  SUTC.

some other di-rect ion.

I  apol-ogize i f  r  rambfed off  in

The way that the federaf fund works is that the

compet i tors,  when they come in,  only get paid when they get a

customer, and they lose support when they fose a cusLomer.

And so i f  we use, in our imaginat ion, a ruraf  area with 100

n e n n l c  l p f  r s  s a \ . ,  f h a r e ' S  1 0 0  l - i n e s  o u t  t h e r e  t o  b e  h a d .  I f

the state designates one compet i t ive ETC in that area, and

there's 100 l ines avai fable in that area, and they get 100

l ines, t .here's X amount of  support  that gets paid out.

I f  you designate three carr iers in that.  area, and

t - h o l r  a l l  d h : 1 ^ F  t - h ^ c a  l o n  I i r 1 a c  a r n h  n n c  . \ f  l - h a h  h . e  ? 2  l - h a

same amount of  support  gets paid out.  These carr iers al l  have

to fight each other for that same amount of support, no matter

how many you designate in a part icul-ar area.

And the incurnlcent carrier is not a part of that

equation. The incurnbenL carrier gets the same amount of
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support even when you designate a competitor that comes in.

And there was a policy decision made at the federaf

level  that we're not going to have the wirel ine carr iers

f ight ing for support  and Iosing support ,  yet we want,  f i rst  of

al l ,  for  there to be a transi t ion per iod of  who knows how long

i t  wi l l  be at  th is point ,  but there was a decis ion made not to

effect the incumlcent carrier in that way.

VICE CIIAIRMAN IIAMILTON: Right,  I 've captured that.

MR. LAFURfA: The competitors are a1l, kind of

buttj-ng heads for whatever avaifable support is in that

^r  r i -  i  ^r  r ' l

VICE CIAIRMAN IIAMILTON: How much money has been

col fected f rom South caro l ina? I  kno\ , ,  you had the regional

f  i  rrrrre vi.rr1 .rr)f  enrr j jgSJ

MR. LAFUR]A:  On the wireLess wide,  I 'd  g ive you a

back-  of  -  the -  envelope cafculat ion.  We th ink there is  about  1.2

m i l l i o n  t o  1 . 4  n i l l i o n  w i r e f e s s  l i n e s  i n  t h e  s t a t e .

And I can tell you from my cal-culations, the average

wire less subscr iber  r ight  now pays in  about  a dol lar  a month,

and so there is  about  1.2 mi l l ion,  1.4 mi l l ion going out  every

m o n t h .  S o  f e t ' s  s a y  i t ' s  s o m e w h e r e  b e t w e e n  1 2  a n d  $ 1 8  m i l l i o n

a year ,  I  woufd suppose on L.hose numbers.  I f  I 'm of f ,  i t 's  a

l i t t l e  b i t  e i t h e r  w a y ,  b u t  I ' d  s a y  t h e r e ' s  p r o b a b l y

b a c k - o f - l h e - e n v e l o p e ,  $ 1 5  m i l l i o n  a  y e a r  g o i n g  o u t  o f  t h e

state f rom wire less consumers.

Transcript of Proceedings

Vofume l- of 1
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VICE CHAIRMAN IIAMILTON: And zero comlng ln.

MR. LAFURIA: Today there is zero coming in.

I can tefl you there are probably fol"ks out in

Nebraska who are gett ing new wireless cel l  s i tes r ight now on

some of those pennies that south carol ina folks are putt ing

a n -

VICE CI{AIRMAN I{AMILTON: We do the same with our

federa l  gas tax,  send i t  somewhere e l -se.

M R .  L A F U R I A :  W e l l ,  I  t h i n k  t h e  b i g  p i e c e  o f  t h i s  - -

and what  I  te f l  s tates a l f  the t ime,  a b ig p iece of  th is  is

a a n n r r n t - r l - r i l i t - r r  v . \ r r  k n . \ v '  i f  a  n : r r i a r  i e  r ^ r i  l  I  i n c r  l - n  n n m e  i ng v ! v s r r  u s v t +  r  u _ I  ,

here and say, Look, we'1l  give you an annr-ral  report  and we' f f

teLl  you whatever we got and we' I I  te l l  you what we did with

iL and we'l-l- demonstrate on a map how you got some bang for

r r n r r y  l . r r r a l z  t - r o r a  l - l . . l -  r ^  -  r - . 1  ̂  , - 1 ^ - r  - - r  . i F r ^  -  h i ^  l . \ a n a . F  . i  { -  { - l - , - fy u u !  ! u L ^  D  a  l f Y  l f Y  r J c r l c !  f  L  L r r a L

can be demonst.raied for soutlr. Carolina consumers.

Thew shor : l  r j  l - ra  r . , i  r  ' r  i  n^  r -^  ^^- -  i  n  wi th an est imate

of what they think they are going to get and give you a basic

n l r r  L ' h i - h  f h a h  i f  l - h a r r  d a r r i r 1 - c  f r ^ m  i |

investment of ten does, you know, when youtre planning more

than a year ahead, be abl-e to tel l  you, okay, here is our plan

and here is what we did.

And I 've got a number of  c l j -ents who do that.  I

meen s . )me . ) f  fhFm i f  m in im: l  ?anor t  and SOme Of  them

i f . ' s  a  f a i r ] w  e x f e n s i r , 6  ^ ^ ^ ^ n n i n -  c n  t h e  v a r i o u s
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states. But that accountabi l - i ty is a big piece of i t ,  because

you all should be able to go back to consumers and say, Hey,

the service is a tot  better now than i t  was years ago and

here ' s why.

VICE CIIAIRMAN IIAMILTON: What records, service

records do you do versus complaints versus where you are

getting the funds and where you have bui-It into these areas?

Have you got any stat ist ics on how the service is actual ly and

how the consumer feels l-ike your servi-ce has been?

MR. LAFTIRIA: In other states --  let  me think about

this .

One of the things I  a lways say is that carr iers,

espec ia l l y  ca r r i e rs  who  ge t  a  fo t  o f  do l l a rs ,  i n i t i a l l y  t he i r

complaints go up because they get more customers, and that 's

^  - ^ ^ r  r L . r  - -  h r , j -  l -  h . a n  \ / ^ , ,  . r F i -  m ^ r F  O f  t h a t  .a t w q y -  a  y v u v  L u r r r Y ,  l u L

But,  overaf l - ,  the exper ience f rom carr iers  has been

that when the network quality improves, the complaints go

down,  because most  of  the compla ints  they get :  My cal l

/ l f ^ ^ - a ;  r  / l ^ n  |  l -  h : r r e  c a r r r i . c  h c r o  T  d . \ t -  : .  F - - f  l - , , , d t ,  - i  - - - r
L r , J - v P P c u /  r  : J v u  c r  ! 4 D L  l r u D y  - f Y r r a r ,

or something having to do with bad coverage, and it's the

quaL j,ty of the neLwork.

There really aren' t that many consumers that call up

and say. You defrauded me on my bi1l ,  or,  you put something on

the bi l l  that iL shouldn' t  have been. Those kind of

complaints are fair ly rare.  The big ones are, You don'E have

Transcript of Proceedj.ngs

Volume 1 of 1
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service where I  need i t . ,  that 's the big one.

VICE CHAIRMAN HAMILTON: I  th ink that 's r ight

because I  th ink most people in rural  areas feel-  l - ike i - t 's  nice

to have but not dependable.

MR. LAFURIA: Exactfy.  ExactLy r ight.

VICE CIIAIRMAN IIAMILTON: They just can't depend on

i I  T F  r ' ^ r ,  r a .  l  l \ /  n a a d  i l -  1 r ^ r r  h a l - F a ? .  . r a l .  . a  l : n d l  i n a  r \ h 6 n F!  L q r  ! j

because there are so many areas that you just  cantt  get

se rv i ce .

MR. LAFURIA: well-, let me tefl you about

northeastern Colorado. I  have a cl ient up there who just

deci-ded that what they were going to do is invest in analogue

phones. Back in 1999, when everybody was start ing to go

digital , they bought up a whole bunch of used equipment on the

cheap and they completely blanketed a six-county area with

service -

And consumers in that area who had analogue phones,

there were no dead spots. It was like a downtown area in a

very remote part of -- you knolr/, go look at northeastern

Colorado, there's nothing out there. Fort  Morgan is

considered a big town.

And with universal  service funds, what he's been

doing is he's been over laying that network with digi ta l  ,  and

so aff that investment that. he made years ago in getting the

towers up and getting the networks out for analogue, he's now

Transcr ipE of  Proceedings
V o l u m e  1 o f  1
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t ransi t ioning al t  h is customers over to digi ta l  wi th his

universal  service funds.

I ' f f  t e l l  you ,  i t ' s  an  amaz ing  th ing  ou t  t he re .  f

mean, consumers out there, they have a much di f ferent

experience than when you just cross that border into Nebraska.

when I was in Nebraska for our hearinq this summer,

there were Lwo salesmen who said, I drive to Denver all the

time and I cross that border, and all the way into downtown

Denver my phone works everlnvhere. when I come back, I hit the

state l ine, I  get into Nebraska, nothing unt i l  I  make Mccook.

I t  was reaI ly an amazing story of  the di f ference in the two

networks

And I dare say, if you were a business looking

focate or you v,/ere thinking about the quality of those

networks, i t 's  not even cfose in that part  of  the world.

so there are stor ies out there l ike that.  where this is

h r n n a r  i  r a

to

And

f t  takes a l i t t le more t ime because the desiqnat ions

> r a r r t -  t - h r l -  . 1 1 , , 1  \ r a l -  T  m F A n  m ^ Q l -  ^ f  1 -  h a m  h 1 , , ^  i t r - l -  ^ ^ F F ^ n  { - ^L r r a u  v r u  J E L  .  J  u - L  Y v L  L c r r  L l J

f hp  ] ae f  \ rFA r  . ) r  fw r l  And  e r / cn  i f  \ / . r r r , d  had  i t  f o l .  tWO Or

three years, it takes time to get the zoning approvaf and then

you get your celf sites built and then you start to market it

and i t  starts to ramp up, so i t  takes a l i tE. fe bi t .  of  t ime.

But there are some real  terr i f ic  stor ies from Alaska to Oreqon

to MinnesoLa and l -ot  of  these pl-aces.
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VICE CIAIRMAN I{AMILTON: Sounds great.

They didn't send me a lawyer. Maybe I can borrow

one to ask some of  these technica l  quest . ions.  They le f t  me on

my own,  and I rm a gas man.

MR. LAFURIA:  I t 's  a  b ig year  for  gas.  Made $ l -4

this year .

VICE CHAIRMAN I{AMILTON: I caused afl- this nlce

winter  .

MR. LAFURIA;  That 's  r ight .  Scared of f  Mother

Nature .

We l - l ,  t ha t ' s  a f l  I ' ve  go t .  Thanks  fo r  t ak ing  you r

Lime .

VICE CHAIRMAN I{AMILTON: I tve enjoyed i t .  I t 's  been

very informat ive and we' l l  certainl-y give i t  a l l -  the

cons iderat ion .

MR. LAFURIA: Thank you very much.

MR. LABOIITE:  Thank you.  Appreciate i t . .

r  r . n r F n F r r n ^ r r  ^ F  - n n y a v i m r l - a t 1 ,  ? .  ? ?
I  W. l rEJ(EUr \J I . ' J  ,  c rL  d ,p t / r  v^ f  rL rqusr /  J  .  JJ

p .m. ,  on  March  15 ,  2006 ,  t he  B r ie f i ng  was

- ^ i ^ , , - - ^ ^  1
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