STATE OF FLORIDA
COMMISSIONERS:

LILA A. JABER, CHAIRMAN
J. TERRY DEASON
BrRAULIOL. BAEZ

MICHAEL A. PALECKI
RUDOLPH “RUDY” BRADLEY

DIVISION OF EXTERNAL AFFAIRS
CHARLESH. HILL

DIRECTOR

(850) 413-6800

Public Service Commission

April 5, 2002

VIA ELECTRONIC FILING

Honorable William F. Caton, Acting Secretary
Federal Communications Commission

445 12" Street, SW

Washington, DC 20554

Re:  CC Docket No. 02-6, Review of Rules Governing the Schools and Libraries
Universal Service Support Mechanism

Dear Mr Caton:

Forwarded herewith are Comments of the Florida Public Service Commission in the above
docket with regard to the Review of Rules Governing the Schools and Libraries Universa Service
Support Mechanism.

Should you have additional questions, you may contact Greg Fogleman, the primary staff
person in this docket, at (850) 413-6574.

Sincerely,
/sl
Cynthia B. Miller, Esquire
Office of Federal and Legidative Liaison

CBM:tf
CC: Brad Ramsay, NARUC

CAPITAL CIRCLE OFFICE CENTER * 2540 SHUMARD OAK BOULEVARD * TALLAHASSEE, FL 32399-0850
An Affirmative Action/Equal Opportunity Employer
PSC Website: http:/mww.floridapsc.com Internet E-mail: contact@psc.statefl.us




Before the
Federal Conmmuni cati ons Conmi ssi on
Washi ngton, D.C. 20554

In the Matter of

School s and Li braries Universal CC Docket No. 02-6

Servi ce Support Mechani sm
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COMMVENTS OF THE FLORI DA PUBLI C SERVI CE COW SSI ON
REGARDI NG THE REVI EW OF RULES GOVERNI NG
THE SCHOOLS AND LI BRARI ES
UNI VERSAL SERVI CE SUPPORT MECHANI SM

The Florida Public Service Conm ssion (FPSC) submits these
coments inresponse to the Notice of Proposed Rul emaki ng (FCC 02- 8)
released on January 25, 2002. In this Notice, the Federal
Communi cati ons Comm ssion (FCC) seeks to review certain rules
governing the schools and libraries universal service support
mechanism It initiatedthis reviewto ensure the continued efficient
and ef fective inpl enentation of Congress' goal s as establishedinthe
Tel ecomuni cati ons Act of 1996 (the Act), and to expl ore a nunber of
suggestions for i nprovenent of fered by schools and |i braries, service
provi ders, state and | ocal governnents, and ot her i nterested parti es.
As of July 2001, the Universal Service Adm nistrative Conpany (USAC
or the Adm nistrator) had comritted over $5.958 billionin funds for
the Schools and Libraries programduring the first three funding

years.
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Application Process

The FCC seeks comment on possi bl e changes in the application
process that relateto eligible services in order to inprove program
operation and oversight. Currently, USAC nakes avail able a |Iist of
categories of services that are eligible or ineligible. This |ist
does not include any specific brands or itens. One alternative
identified in the FCC s NPRMwoul d be to develop a |ist of specific
el i gi bl e products or services that is accessible online. Applicants
coul d sel ect the specific products or services as part of their FCC
Form 471 application.?

The FPSC believes that such a proposal has nerit because it
woul d serve to sinplify the review process, reduce requests for
ineligible services, and avoid accidental funding of ineligible
services. Such a proposal should continue to all ow applicants the
flexibility to request funding for itens that are not on this |ist,
inorder toallowfor fundi ng of newservices that neet the progranm s
restrictions. This could be acconplished sinply by providing a space
for an applicant to specify the nane of the service and its provider,
and to give a brief description of the service so that USAC could
initiate a formal decisionastotheeligibility of the service. W

believe that it would also be prudent to periodically reviewthe

! school's and Libraries Universal Servi ce, Services Ordered and
Certification Form OWVB 3060-0806 (Cctober 2000) (FCC Form 471).
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eligibility of services on the list to ensure that ineligible
services do not becone bundled with eligible services.

Eligibility of Wrel ess Services

The FCC requests coments on whether the eligibility for
w reless services should be expanded at this tine. The FPSC
recommends that the FCC retain its existing rules regarding the
eligibility of wwrel ess services. W believe that the FCC s current
interpretation of the statutory requirenent that universal service
di scounts be provided for "educational purposes” as directed in
Section 254(h)(1)(B) of the Tel ecommunications Act (the Act) is
correct. Expandingeligibility toincludethe provision of wreless
services for support staff such as school bus drivers clearly does
not neet this standard. Broadening the eligibility to include these
services mght ease the application review process, but at the
expense of creating an overreaching and i neffective system Wthin
this context, theeligibility of wirel ess servi ces shoul d be based on
the cost-effectiveness of the technol ogy. The Federal -State Joint
Board on Uni versal Service recognized thisinits first recomended
deci sion. The Joint Board sought flexibility on behalf of schools
and libraries “to use both the nost efficient services and t he nost

ef ficient technol ogies, including wireless and other energi ng new
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nmedi a. "2 The FCC shoul d renmenber t he goal s envi si oned by Congress in

t he Act.

| nternet Access Wien Bundl ed Wth Content

The FCC concl uded, in the First Universal Service Oder, that
schools and libraries may receive discounts on access to the
I nternet, but not for any proprietary content. The FCC determ ned
that if it is nore cost-effective for a school or library to purchase
| nt ernet access provi ded by atel econmuni cations carrier that bundl es
a mnimal anount of content with such Internet access, a school or
library may obtain discounts on that bundled package. If the
t el ecomruni cations carrier provides bundled Internet access with
proprietary content to a school or library, and al so of fers content
separate fromlnternet access, the school or library nmay only obtain
di scounts on the price of the Internet access (i.e., the price of the
bundl ed access and content | ess the price of the separately-priced
content).

Inthis notice, the FCCrequests coment on whet her these rul es
shoul d be changed in order to fund Internet content. The FPSC
bel i eves that no changes are warranted, given the |arge vol une of
“free” content avail abl e. Expandi ng support to i nclude proprietary
content would |ikely increase the expense, and the current annual

fundi ng requests al ready exceed the $2.25 billion cap.

2 Federal -State Joint Board on Universal Servi ce, FCC 96J-3, Recommended
Deci si on, Rel eased Novenber 8, 1996, | 461.
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Devel opnent of Rules to Linmt Equipnent Transferability

The Tel ecommuni cations Act of 1996 specifically notes that
t el ecomruni cati ons servi ces and networ k capacity provi dedto school s
and libraries under Section 254(h) “nmay not be sold, resold, or
ot herwi se transferred by such user in consideration for noney or any
ot her thing of value.”® The current rules established by the FCC,
however, do not prevent participantsinthe programfromtransferring
equi pnent to other entities without charge. The FCC notes in the
NPRMt hat it has received reports fromstate authorities, school s and
libraries, and USACthat sone parties are taki ng unfair advant age of
the current rules. Specifically, sonme schools and |ibraries are
transferring equi pment and pur chasi ng newr epl acenment equi pnent with
funds fromthe program each year.

Wil e the FPSC recogni zes that there may be sonme legitimte
reasons to upgrade facilities because of technol ogi cal i nnovati ons,
mani pul ati on of the programconsunes resources that otherw se woul d
have been better targeted to ot her programapplications. G ven the
current circunstances, the FPSCbelieves it is necessary for the FCC
to establish rules governing when and how equipnment can be
transferred w t hout charge, before seekingto acquire newdi scounted
equi pnment . We believe that inadequate incentives exist in the
schools and libraries nechanism to prevent such wasteful or

f raudul ent behavi or, wi thout i nposingrestrictions onthesetransfers

347 U.s.C. § 254(h)(3).
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of equi pnent. Conditioningreceipt of universal service di scounts by
ensuring that discounted internal connections are used at the
requested location and for the use specified in the application
process for a certain period of time would be appropriate.

Accountability

The FPSC bel i eves that one way to deter waste, fraud, and abuse
is to make the current programnore transparent. Mking avail able
addi ti onal data about the recipients of support would buil d greater
confidence that the programis fair. Currently, it is difficult to
acquire data in significant detail and format. The FPSC beli eves
nore information relating to what specific services have been
coommitted to by a school or library should be made publicly
avai l able. This information, as well as the size of the school or
library, would be of great use to increase the integrity and
accountability of the system

State Fundi ng Cap

The FCC requested coment on any other proposals that m ght
further its goal s of ensuring that the program s benefits are fairly
and equitably distributed, and elimnating fraud, waste, and abuse.
The FPSC believes that establishing a new, efficient direction for
the E-Rate program can be achieved by focusing on an equitable
di stribution of funds to each state. W believe that thereis nerit
in establishing a state funding cap. Specifically, schools and

libraries within a state would only have access to an equitable
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di stribution of the $2.25 billion according to the poverty | evel of
the state. W believe that a cap woul d be useful in capturing growh
in population within the state. |If the population at the poverty
| evel increases, the cap woul d be adjusted accordingly.

Since the Act stated that distributionof funds should be to the
nost econom cally disadvantaged in our schools and libraries,
providing a "cap" on the funds woul d ensure a distribution based on
t he poverty | evel of each state. Sone applicants presently have t he
ability to apply for fundi ng t hat exceeds the eligi bl e support based
upon t he poverty | evel of a particul ar geographi c area. Thus, equity
has not been achi eved when funds are no | onger avail able for other
equally eligible applicants. W believe that such a rule
nodi fication would be effective because those eligible entities
attenpting to take advantage of the program would not adversely
affect the available funds to some unknown school or library in
anot her state. Rather, they would affect simlarly situated school s
and libraries within their own state. Partici pants could nore
effectively develop a self-policing strategy not found under the
current environnent. The FCC should al so consider the follow ng
adm ni strative operational principles that should be put into place
under a "state capping"” of funds:

A Each state woul d be capped according to its poverty |evel.
B. The present USAC adm ni strati on woul d conti nue to adm ni ster the

funds and approve applicants with an understandi ng that each
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state would have a funding cap that could not be exceeded.
Funds woul d be awarded through all priority-one services and
then priority-two services, as long as funds were avail abl e
under the capped anount for that state.

C. Remai ni ng funds fromany state at the end of a funding period
woul d be put back into the "general fund" to beredistributedin
t he next funding year.

D. State networks, elenmentary and secondary schools, and public
I'ibraries woul d have a better opportunity to plan for technol ogy
and t el ecommuni cati ons when t he anount of funds were known in
advance.

E. Tel ecomruni cati ons conpanies would be able to address the
infrastructure needs of a state by knowi ng ahead of tinme the
amount of funds that will be available in each state. This
would facilitate building a level of infrastructure that
ultimately woul d provide qual ity servi ce and adequat e bandwi dt h
to meet the needs of the applicants.

F. ProgramlIntegrity Assurance (PIA) could assign individuals to
each state for the review process. This would allow a very
sel f-cont ai ned approach to the review process and allow PI A
reviewers to becone nore famliar with the state
infrastructures, contracts and applicants. By working nore

closely with PIA individuals in the review process, abuse in
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fundi ng requests and vendor sel ecti ons woul d becone easier to

track and elim nate.
Concl usi on

The FPSC believes that the current rules regarding the
eligibility of wireless services and Internet access bundled with
content are consistent withthe goal s of preventi ng waste, fraud, and
abuse and recommends that the FCC maintain the current rules. The
FPSC bel i eves that there are steps that can be taken to i nprove the
current process and supports the proposal which would al | ow school s
and libraries to specifically identify services al ready approved by
USAC during the application process. W do believe that sone
flexibility should be naintained so new services that fit the
established eligibility criteria can receive support as these
servi ces becone avail abl e.

The FPSC believes it is necessary for the FCCto establish rules
gover ni ng when and how equi pment can be transferred w t hout charge,
bef ore seeki ng to substitute newdi scounted equi pnment. As currently
structured, the FPSCbelieves that there are insufficient incentives
in the schools and libraries nmechanism to prevent wasteful or
fraudul ent behavior, w thout inposing restrictions on transfers of
equi pnent. In addition, the FPSC believes that one way to deter
waste, fraud, and abuse is to make the current program nore
transparent. Making avail abl e additional data about the recipients

of support would build greater confidence that the programis fair.
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The FPSC bel i eves that establishing a new, efficient direction
for the E-Rate programcan be achi eved by focusing on an equitable
di stribution of funds to each state. W believe that thereis nerit
in establishing a state fundi ng cap based on poverty. Schools and
libraries within a state would only have access to an equitable
di stribution of the $2.25 billion according to the poverty | evel of
t he state.

Respectful ly submtted,
[ s/

Cynthia B. MIler, Esquire
O fice of Federal & Legi sl ative Liaison
(850) 413-6082

FLORI DA PUBLI C SERVI CE COW SSI ON
2540 Shumard Oak Boul evard
Tal | ahassee, Florida 32399-0850

DATED: April 5, 2002
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CERTI FI CATE OF SERVI CE

| hereby certify that a true and correct copy of the foregoing

comments will be mailed to the persons on the attached |ist.

[ s/

CYNTH A B. MLLER
O fice of Federal and Legislative Liaison
(850) 413-6082

FLORI DA PUBLI C SERVI CE COW SSI ON
2540 Shumard Oak Boul evard
Tal | ahassee, Florida 32399-0850

DATED: April 5, 2002
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Federal Communications Commission
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Federal Communications Commission
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Washington, DC 20554

The Honorable Nanette G. Thompson, Chair
Regulatory Commission of Alaska

1016 West Sixth Ave, Suite 400

Anchorage, AK 99501
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New Britain, CT 06051
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