
SECRETARY'S RECORD, NEBRASKA PUBLIC SERVICE COMMISSION

ORDER SEEKTNG FURTHER COMMENTS

Entered: April 5, 20L6

BY THE COMM]SSION:

I. Baekground

The Nebraska PubIic Service Commission (the "Commission" )

opened the above-capt.ioned proceeding to consider revisions to
the cont,ribution mechanism of the Nebraska Universal Service
Fund ( "NUSF" ) on November 13, 2014. The Commission sought
commenLs on various cont.ribution reform options.

The conLribution mechanism is the system by which the
Commission's universal service programs are funded. The
Commission opened this proceeding to accounL for t.he significant
changes in Lelecommunications which have taken place since L999
when t.he Commission's NUSF conLribution mechanism was
establ-ished. The Commission not.ed that t.he assessable base for
NUSF contributions has eroded as customers continue Lo migrate
to services not subject to NUSF surcharge remiLtance
requirements. Competitive distortions permitt.ed by the federal
USF mechanj-sm have also resul-ted in dif f ering contribution
obligations largely driven by the bundling of services subject
to NUSF assessmenLs with services which are not subject to
assessmenL. In addition, due Lo Lhe st.rain on the federal
universal service mechanism to generate surcharge revenues to
meet all federal USF obligat.ions, safe harbor allocations have
resulted in more and more surcharge revenues being capLured by
federal rather than by st.aLe support mechanisms. Since 2009,
NUSF remittances have experienced an average decline of greater
than 2 percent per year.

The Federal Communications Commission ("FCC" ) has been
looking at ways to stabilize t.he federal contribution mechanism
since 2OO2.t AfLer adopting sweeping universal- service fund
reforms in 2OLL,2 the FCC again released several contribution

ISee qenerally, FederaL-State Joint Board on []niversaf Service et a]., CC

Docket No. 96-45, Further Notice of Proposed Rulemaking and Report and Order,
17 FcC Rcd 3752 (2002) ("2002 Contribution Order").
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2See Connect America Fund et a1., WC Docket No. l-0-90 et al-
and Further NoEice of Proposed Rufemaking, 26 FCC Rcd 17663
Transformat ion Order")
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reform proposals f or public comment in 201-2,3 On August 7 ,

the FCC referred contribut.ion reform to the Federal-State
Board on Universal Service for consideration.a

3 See ¡n the Matter of universal- Service Contribution Methodology;
Broadband PLan for our Future, WC Docket No. 06-1-22, GN Docket
Further Notice of Proposed Rulemaking, 27 FCC Rcd 535? (Apri1
("2012 Contributions FNPRM')

PAGE 2

20L4,
LJ oant

The Commission sol-icited
contribution reform options :

comments on the following

a Revised Revenues -Based Ässessment

. Connections-Based Ässessment

o Numbe r s -Ba s ed,Assessmen t

a Hybrid/Combination of Assessments

If. Conxaents Received

The Commission recei-ved commenLs from Qwest Corporation
d/b/a CenturyLink QC and United Telephone Company of the West
d/b/a Centurylink ("CenLurylink") , CTIA-The Wire]ess Association
("CTTA"), Charter Fiberlink-Nebraska, LLC ("Charter"), Cox
Nebraska Telcom, LLC ( "Cox" ) , Rural Independent. Companies
( "RIC" ) , Rural Telecommunications Coalition of Nebraska
( "RTCN" ) , the Association of Teleservices, International, Inc.
("Teleservices" ) , and Windstream Nebraska Inc. ("Windst.ream,,)
Repl-y comments were f iled by Cent.urylink, CTIA, Charter, Cox,
RIC, RTCN and Windstream.

Centurylink supported the Commission's efforts to reform
the contribution mechanism. Centurylink suggest.ed the Commission
consider the following core principles: Competitive Neutrality,
Flexibility, PredicLability, Scalability, and nasy/Simple/
Reliable. Century|ink supported a contribution base that
includes both broadband and voice services. Centurylink
recommended the Commission converL from the revenues-based
contribution methodology to a connections-based or numbers-based
methodol-ogy.If connections are used, Centurylink recommended
defining a connection as any point the subscriber connects to

A NationaL
No. 09-51,
13, 2012)

a See In the Matter of the Fed.eraJ- State Joint Board on UniversaL Service et
âf ., WC Docket No. 96-45 et al., Order (August 7, 201,4) (.'ReferraL Order,')
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the communications network enabling wireline and wireless l-ocal
exchange telephone service, interconnected voice over internet
protocol (VoIP) service and any other retail tel-ecommunications
end-user service. Each resident.ial connection should be included
in t.he assessmenL base, and each business connection should be
l-ikewise counted up to a "connection cap" t.haL is cal-cul-ated by
each provider. In reply comments, CenLurylink urged Lhe
Commission noL to delay cont.ribution ref orm. Centuryl-.,ink
further commenLed that a hybrid methodology could be used as an
interim st.ep but is concerned about the potential implementaLion
and cost of a hybrid approach. Overall, Centurylink recommended
t.he Commission move forward with a connections based
methodology.

CTIA recommended the Commission adopL a point-of-sal-e
met.hodology for collecting the NUSF assessmenL from prepaid
wireless service. In addit.ion, the CTIA recommended the
Commission wait. and al-1ow parties to consider the pot.ential
impact of t.he Federal-State .loint, Board's Recommendat.ions to the
FCC.

CharLer stated Nebraska should not get out in front of the
FCC's reform efforLs. It st.aLed changing the contribution
methodology at this Lime would be difficult and costly for
providers given the FCC currenLly uses a revenue based
assessmenL methodology. In its reply comments, CharLer renewed
it.s recommendation that the Commission ref ra j-n f rom making a
change at this time.

Cox did not disput.e that. a change to thc contribution
methodology may be necessary in order to continue accomplishing
the goals and objectives of the NUSF. However, Cox suggested an
investigatory docket be opened to deLermine whether the receipt
of Connect America Funds would lessen t.he need for future NUSF

support, therefore result.ing in a smaller-sized NUSF going
forward. Cox suggest.ed holding Lhis docket in abeyance due to
the ongoing review of federal universal service fund
contríbutions. In its reply comments, Cox suggested Lhe
Commission seek an additional- round of commenLs in response to
t.he Federal-St.at.e Joint Board Recommendation after its rel-ease.

RIC supported the Commission's efforts t.o reform the
contribution mechanj-sm. SpecifÍcally, RIC supported a
connecLions-based NUSF conLribution framework. As an interím
step, RfC stated, it may be appropriat.e to migrate the current
NUSF contribution regime to a connections-based NUSF

contribution system requiring contributions be assessed on any
"connection" that. requires a working Nebraska-specífic telephone
number to be assigned in order to allow routj-ng to and from t.he
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PubIic Switched Network. ("PSTN"). fn its reply comments RIC
stated overal-1 commenters were support.ive of a connecLions-based
mechanism. As a result RIC requested the Commissj-on move forward
with an investigation of specific details regardíng the
implementation of a connections-based system.

RTCN al-so supported reform efforts saying a solution needs
to be implemented at this time. RTCN stated the commission has a
great deal- of discret,ion including broad authority under state
1aw to establish a new contribution syst.em. RTCN suggested the
Commission consider adopting a hybrid approach to NUSF
contribuLions that invol-ves a combination of boLh a connections-
based component and the continuance of a revenues-based
component at a lower rate. RTCN suggested thaL, or an annual
basis, the Commission fírst determine an NUSF target balance
necessary to fund existing programs at levels that are
sufficient to carry out the universal service policies set forth
in the NUSF Act. Once a target balance has been determined, the
Commission would then set a revenues-based surcharge rate and a
connections-based assessment amount, with the objective that
each of these two components would provide funds making up
approximately one-half of t.he target balance each year. In its
reply comments, RTCN opposed the suggestion Lhat Lhe Commission
should suspend this docket. pending action by the Federal-State
.Toint Board on Universal Service and/or the FCC.

Teleservices agreed with the Commission that a connections-
based contribution mechanism, properly structured, would result
in a more stable and predictable universal- service supporl
mechanism. Teleservices al-so agreed that. Lhe Commission should
use data reported on FCC 477 as the foundation for the
assessmenL. Teleservices further recommended that t.he
connection-based assessment should vary based upon the size and
type of connection, and should not be a flat-rated charge.
Final1y, Teleservices opposed a numbers based assessmenL
mechanism and stated iL should be unequivocally reject.ed by the
Commission as a reform option.

Windstream also supported the Commission's reform efforts.
Vüindstream recommended the Commission consider the following
principles: st.ability, competitive and technological neutrality,
consumer impact and administrative effÍciency. In reply
commenLs, Vfindstream disagreed with Cox's recommendation to
first investigate the size of the fund needed against federal
support IeveIs. Windstream also expressed concern that a hybrid
contribution met.hodology may be difficult to administer.
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III. Strategic PJ-an

As we consider the overall vision of where universal-
service should evolve, the Commission believes it is import.ant
to develop a strategic plan. This roadmap will serve as the
f oundation f or t,he advancement of universal- service in the
broadband age. We seek comment on the strategic plan and invit,e
int.erested parties Lo recommend other goals the Commission
should consider

UbiquiLous Broadband. The Commission believes an import.ant
goal of reform will be to supporL the deployment of
ubiquitous broadband avail-ability throughout Nebraska. The
Commission's reforms must be t.ailored to complement the
federal support received in Nebraska. This plan would
encompass a goal to extend ubiquitous fixed and mobile
broadband services.

Preserve and Advance Af f ordabl-e Voice Service. Next., Lhe
Commission believes it musL also ensure that robust voice
services continue to be offered to consumers at affordable
rates. The Commission expects that such service will be
Icontinue to be] offered over broadband networks. As
consumer preferences change, the Commission anticipates
voice will- be an over the top service that some but not all
consumers will- continue to use.

Deployment of Fiber-based Network Everywhere. As carriers
continue to invest in their networks and replace outdated
facilities, Lhe Commission's plan wilI have wireline
carriers ext.end or replace facilities with fiber. Fiber
facilities wilI all-ow carriers to offer consumers more
services at greater speeds. The Commission hopes to
alleviate the increment.al minimum speed considerations in
its requiremenLs by ensuring the networks are built to
sustain growt.h, usage and demands over the long term. As
more fiber is deployed, increased speeds will fol-low.
Coordination with the federal mechanism will be the key to
making efficient use of universal service support..

Accountability. Addit.ionally, the Commission proposes to
modify accounLability measuremenLs t.o coincide with the
changing environmenL. Specific reporting and cerLificatíon
procedures are necessary to al-low t.he Commission to
determine whether it is achieving program goals and t.o
ensure that NUSF support is being used for the intended
purpose in t.he designated areas. Carriers will be required

$orinreo wirn sov lnr o î rccycteó papet ë
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to t.rack and report network investments in Nebraska to
coincide with the support amounts provided.

Stability of the Program. Further, the Commission plans to
stabilize the contribution base and size it according to
funding needs. The contribution met.hodology must be
designed to keep pace with changes in the way consumers use
services in the market.. Serious consideration must be given
to an alt.ernative contribution mechanism that would be
applied on a stable assessmenL base immune from t.he growing
complexities and inequities that current.ly exist with the
revenues-based collection sysLem. Accordingly, as detailed
further be1ow, the Commission seeks further comment on a
connections-based contribut.ion proposal .

Timeframe for Implementation. FinaIly, the implementat.ion
of the Commission's goals won't happen overnight. The
Commission proposes to articul-ate immediate and far-ranging
milestones to get where we need to be. Tn the near fut.ure,
the Commission hopes t.o tackle contribution reform. NexL,
the Commission hopes to size the fund using the st,ate
broadband cost model ("SBCM") After we stabilize the fund
and estimate universal service needs, build-out milestones
and accounLability standards wil-1 be established.

IV. .Issues for FttttJ:,er Cotment

The majority of commenters supported moving to a
connections-based contribut.ion mechanism. There are a number of
reasons why a connecti-ons-based mechanism makes the most sense
in the current, environment. First, âs the FCC recognized in its
2012 Contributions FNPRM the number of connections has remained
stable while assessable revenues have been decl-ining.s Further,
as the commenters acknowledged, usinE a connections-based
approach will increase stability and predictability in the NUSF.
In addition, a connections-based methodology would be easier in
many respects to administer. Carriers would not be required to
allocate revenues among jurisdictions or between types of
servi-ces. Because a connections-based contribution methodology
is less dependent upon jurisdictional considerations and less
likely to be subject to be dependent upon the individualized
packaging or marketing of the service to the end-user, a
connect,ions-based methodology may mitigate the number of complex
issues the Commission currently encounters.

5 See 2072 Contributions FNPRM para. 24'7.
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A. Definitions

The Commission proposes
definition of connecLion:

to focus on the following

Connection,
to provide end
service,6

A wired J-ine or wireJ-ess channeL used
u.sers with access to any assessable

Commission seeks commenL on the following
assessable service:

Interested parties are invited to comment on Lhe proposed
definition. In Lhe alternaLive, parties should be specific in
suggesting an alLernative definition.

Further, the
proposal t.o defíne

ÄssessabLe service. A service which requires a network
connecLion that, is identified t.hrough Lhe use of an inter-
neLwork rout.ing number as the means to provide the
telecommunications . 7

In its commenLs, RIC recommended the Commission define
"assessable connecLion" as any connection Lhat requires a

working telephone number to be assigned in order to allow
routing t.o and f rom t.he PSTN . RIC stat ed the use of working
telephone numbers for routing is a readily available meLhod t.o
ident.ify connections that provide the abiliLy for traffic to be
detivered and recei-ved from Lhe PSTN.8 Is this consistent wit.h
the Commission's proposed definit.ion? Why or why not?

The Commission understands under the current framework it
is limited to assessing Lelecommunications. Accordingly, Lhe
Commission proposes to assess the services which include a
telecommunications component. The FCC has held t.hat origination
and terminaLion of a communicat j-on using t.he PSTN is
"tel-ecommunj-catíons." Accordingly, t.he contribuLion obligat.ion
woul-d conLinue to be imposed on all providers of
Lelecommunications when they provide theír users with the

6 See 2072 Contributions F/VPRM para. 232

7 The Commission proposes to define as "assessabfe" a connecLion that is
identified to other networks and routed to other networks as distinguished
from internal routing numbers. For il-lustrative purposes, Lhe Commission
would propose a definition be consistent with Open system fnLerconnect.íon
(OSI) model- Layer 3 or t.he Network Layer.

I See RIC Comments (February 1-3, 2015) at 5.
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ability to originate and terminate a communicat.ion via the PSTN
regardless of whether they do so by vray of their own facílities
or Lransmission from third parties. e

B. Adjustuents

If the Commission adopts a connections based contribution
mechanism, how should it accounL for different types of
connecLions? For example, Centuryl-,ink st,ated "scaling the
assessment on each connection or number in a way that equitably
ref lects t.he end user's burden on t.he neLwork can be more
complex than under a revenues-based approach."10 To overcome Lhis
challenge Centurylink suggested the Commission may have to
def ine classes of connections based upon f actors. I¡le seek
comment on t.he'development of an assessable connecLions based
mechanism that is efficient, fair and sustainable. Would the
definitíons proposed in Section A supra give the Commission the
flexibilit,y to fairly determine conLribution obligations among
the various types of users? How should family plans or mul-ti-
user scenarios be assessed? Should different conLribution
mechanisms or factors apply for residential versus multi-line
business users?

i. !Íireless versus üfireline Connections

One alternative would be for the Commission to develop a
contribut,ion factor so that the type of technology used by
consumers does not significantly affect the distribution of
contribution obligations among the other sectors of consumer
users. The Commission seeks comment on the propriety or need to
develop such a fact.or. The Commission does not presently
maintain data that establishes the number of wireless
connect.ions in service like it does for wired access fines.
However, the FCC collects data t,haL tracks the number of wired
lines and wirel-ess channel-s as welI as interconnected VoIP
services. Should the Commission develop a factor for wireless
contribuLions such as the average number of phones per
household? Tf so, how should that. factor be developed?

Is there any other met.hod by which the Commission, s
mechanism shoul-d account f or wirel- ine and wi-reless users
contribution obligations? If so, on what basis should they be
distinguished and accounted for differently? On a household
basis? On a capacity or use basis? Int.erested parties are

e See UniversaL Service Contribution Methodology et aL., WC Docket No.
et al., Report and Order and Notice of Proposed Rulemaking, 21 FCC Rcd
7539-40, para. 41 (2006) ("2006 Contribution Methodoloqy Order',)

r0 Comments of Centurylink (February 13, 2Ol-5) at 6.
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invit.ed to commenL by providing information which may be helpful
in deciding whether to creaLe a factor andfor developing what
the contribution facLor should be.

The Commission currently determines assessable revenues for
wireless carriers under the Mobile Telecommunicatj-ons Sourcing
Rule at .l/eb. Rev. Stat. S 77 -2703 .04 where servj-ces are
generatly sourced at the primary place of use. The Commission
believes reliance upon this provision would conLinue to be
appropriate for determining wireless connections subject to
assessmenL in Nebraska. Int.eresLed parties are inviLed to
comment as to whether they agree or disagree wit.h t.his
assessmenL.

ii. Residential versus Multi-Line
Business/Enterprise Connections

Should the Commission treat residential and multi-line
business/enterprise end user connecLions differently? If So, how
should t.hey be distinguished? Should there be a cap on the
number of assessable mul-Li-Iine business/ent.erprise connections?
Should t.he mult.i-tine business/enterprise per unit contribution
amount be distinguishable from the per unit residential amount?
Should the Commission retain some sorL of revenues based
conLribution factor? Should t.he per unit assessmenL for multi-
line business and enterprise customers be t.ied t.o another
f act.or? If so, t.he Commission seeks commenL on obj ect.ive
measures that could be used to distinguísh beLween t.hese
caLegories of connecLions.

iii. Special. Access

Currently, inLrastate special access revenues are assessed
and remitted Lo t.he NUSF. Proponents of the continued assessmenL
of special access services should describe the manner in which
special access should continue to be assessed if t.he Commission
moves to a connections-based contribut.ion mechanism.

iv. Other Considerations

Some
approach
suggested

commenters recommended the Commission adopt a hybrid
at least during the Lransition period.11 Others
t.hat may be administrat.ively dif f icult .12 Should the

ttSee, €.g,, Ruraf Telecommunications Coalition of Nebraska (RTCN) Comments aL

t2 See, e.Ç., windstream Reply comments aL 3
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Commission consider a hybrid alternative?
structured? Should some services continue
revenues basis? If so, which services?

PAGE 10

How should that be
to be assessed on a

C. Data

We seek comment on how t.he Commission would implement a
connections-based contribution mechanism including but not
limited to what goes .into reporting. What measures should Lhe
Commission take to ensure t.hat carriers are not avoiding t.heir
contribution obligation? What, underlying data shoul-d the
Commission use to make sure that. all connections are being
properly assessed? The Commission believes t.he deflnition of an
assessable connectj-on proposed above would largely be consisLent
with what carriers are required t.o collect and report. to the FCC
by way of Form 477 data. For example, FCC Form 4'77 filings
include reporting for the following connections: (1) facilities-
based providers of broadband connect,ions to end user locations,
whether wireline or wireless; (2) providers of wired or fixed
wireless local exchange telephone servicer (3) providers of
interconnected VoIP service; and (4) providers of mobi]e
telephony services. 13 Should the Commission rely upon FCC Form
499 or Form 477 data for verification of the collection and
remitt,ances provided by the carriers each monLh? What other
data may be relied upon to implement a connections-based
contribut ion mechanism?

Pursuant to l'/e.b. Rev. Stat. S B6-324 (d) t.he Commission has
a statutory obligation to audit carrier remittances to the NUSF.
If the Commission moves away from a revenues-based contribut.ion
mechanism, how would the independent third-party accounting or
auditing firm perform a review to ensure the correct billing,
collection, and remittance of the universal service surcharge?
How would the Commission's audit procedures need to change? Are
there any accounting adjustments that shoul-d be al-lowable?

D. Transitíon

Undoubtedly, the implementat.ion of a new contribution
mechanism will take time. It would necessitate changes ín
carrier billing and collecLion systems. It would also require a
revised data collection and reporting mechanism for the
Commission. fn light. of these changes, the Commission seeks
comment. on the timeline of a transition from a revenues based
contribution syst.em to a connections based contribuLíon
mechanism. Specifically, Lhe Commission seeks comment on the
lengt.h of the t.ransition period the Commissíon would need to

13 See RIC Comments at 1l-.
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provide carriers in order to implement a connections-based
collection mechanism. In the alternative, the Commission seeks
commenLs on the timeline needed for carriers to transition Lo a

hybrid assessmenL mechanj-sm comprised of bot.h a connecLion and
revenue componenL. If we consider a hybrid mechanism to be
transiLional, how long should that be in place?

V, Progzams Subject to Refonn

fn the scope of this proceeding, t.he Commission intends to
review the goals and support. needed for alI NUSF programs
including but. not limited t.o the Nebraska Telecommunications
AssisLance Program (NTAP), Telehealth, Lhe Wireless Broadband
GranL Program and t.he Broadband Adoption Program. The Commission
plans to engage in a comprehensive review of the objectives of
these programs in light of the strategic plan ultimately adopted
by the Commission. The Commission will- study the effectiveness
of each program and decide how each can be ì-mproved to meet t.he
needs of consumers. Additionally, the Commission will re-
evaluate Lhe funding resources needed Lo meet t.hose objecLives.

VI. Sizing tl:.e NUS3'

A primary objective of this proceeding will be to determine
the appropriate size of t.he fund to meet the goals of each NUSF

program. The Commission plans to seek commenL on thís issue in a

paralle1 track. However, understandably t.he contribution
mechanism must be resLructured i-n order f or Lhe Commission t,o
meeL its stated objectives.

In relation to the high-cost program, the Commission
recently obLained access to the StaLe Broadband Cost Model
(SBCM) developed by CostQuest. AssociaLes, Inc. The Commission
believes this informaLion will be useful- in appropriately sizi-ng
t.he NUSF. A complete record will be developed in a 1ater commenL

cycle but will be considered in this overall proceeding.
Interested parties may start analyzing the SBCM now in
preparat.ion for response on that issue. Credent.ial-s for access
to the SBCM may be obtained t,hrough the mechanism provided in
the Supplemental- Protective Order entered in this docket.

VII. ComenE Period

The Commission requests that int.erested parties provide
commenLs responsive to the issues raísed above, ofl or before May
6,20L6. Reply CommenLs may be filed on or before May 24,20L6.
CommenLers should file one (1) original and five (5) paper
copies with the Commission. Electronic copies should be sent to

sc . nusf -f ilingsßnebras ka . gov.p
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ORDER

ïT IS THEREFORE ORDERED by the Nebraska
Commission that further comments in
investigat,ion may be filed by interested parties.

PAGE 1-2

Public Service
above - capt ioned

TT IS FURTHER ORDERED that interested parties provide
comnients responsive to the issues raised above on or before May
6, 20L6. Reply comments may be filed on or before May 24, 2OtG
in the manner prescribed herein.

ENTERED AND MADE EFFECTIVE
day of April , 201-6.

at Lincoln, Nebraska, this 5th

NEBRASKA PUBLIC SERVICE COMMTSS]ON

COMMÏSSTONERS CONCURRING :

ran Landis

Chairman

ATTEST:

Executive Di rector

Xur
Ø*rú.u P+

//s//t
//s//rin schram

& pr¡nred with soy lnk o n rccycted paprþ


