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BEFORE THE NEBRASKA PUBLIC SERVICE COMMISSTON

In the Matter of the
Nebraska Publ-ic Service
Commisèion, on its Own
Motion, to make adjustmenLs
to its high-cost
distribution mechanism and
make revisions t.o its
reporting requirements.

Apptication No. NUSF-108

F]NDÏNGS AND CONCLUSÏONS

Entered: March 28, 2Ol7

BY THE COMMTSSION:

The Nebraska Public Service Commj-ssion (Commission)
opened Lhis proceeding to consider cert.ain modificatíons to
t,he high-cosL funding mechanism in the universaf service fund
progra*. Notice of this proceeding appeared in the Daily
Reco'rd, Omaha, Nebraska on October 4, 20l.6.

On September 27, 2016, the Commission proposed several
modificatj-ons Lo the distribution mechanism for price cap
carriers. The Commission proposed among other things to put
the distribution of support for price cap carriers back
Lhrough Support Allocation Mechanj-sm (SAM). The Commission
further proposed t,o make certaj-n adjustment.s to the NUSF-EARN
Form process t.hat would take inLo consideration revenues lost
from competitive losses, a 9.75 percent raLe of return inpuL,
and a reduction to offseL federal CAF II program support
received

' Vfith the adj ustments made to t,he NUSF-EARN Form
reporting process as described above, raLher t,han disallowing
or capping NUSF support calcul-at.ed t,hrough the sAM process/
the Commission proposed to allocate that portion. of support
to grant-based projecLs. The Commission sLaLed its goal of
spurring 'broadband invesLmenL and increasing the
accounLability of carriers receiving support in a manner thaL
could be measured by t.he Commission.

The Commission recej-ved comments and reply responsive to
its proposals on October 27 , 201"6 and November 14, 201-6

respectively Initial commenLs were filed by QwesL
Corporation d./b/a Centurylink QC and United Telephone Company
of the WesL d/b/ a Centurylink (CenLurylj-nk) ; Citizens
Tel-ecommunications Company of Nebraska, Inc . d/b/a Frontier
Communications of Nebraska (Frontier); the Rural Independent
Companies (RIC); the Rural TelecommunicaLions Coalition of
Nebraska (RTCN); and Windstream Nebraska Inc. (Windstream).
Reply commenLs were fj-led by Centuryl-,ink; FronLier; RIC; and
Windstream.
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A hearing h/as held on November 29, 20L6, in legislative
format. On December 20, 20L6, the Commission issued a
subsequent order seeking further comments on the proposed
supporL mechanism for 2'01,7. Comments were filed on ,-Tanuary
20, 20L7, by Frontier; Centurylink; RIC and. RTCN.

The Commission proposed to put the distribution of high-
cost support for price cap carrÍers back through the SAM. The
commission further proposed Lo continue t.o m-a-i nta-in separate
budgets for rate-of-return and price cap carriers The
Commission released the details of its proposal as
Attachments *A' and rrB" to the Order. At.tachment *8,{
specificatly detailed t,he allocation of supporL to each
carrier for 201,7 .

Attachment rrA'/

proposed changes.
f,ol1owing:

Order detailed the
proposed changes

inputs for
included

to the
Those

the
the

1

2

A step down in the rate of
--^".1I *.¡ -^-^^-^ Lì-^ -cWULlJ.(I LII,-LI. l.L,,I LIIE Id.LC ()I

the FCC.

to 11 percent which
cap established by

distribution which
percent grant-based

return
r-e L uI.f I

A change in the benchmark to 952.50 which al-so
matched the benchmark adopted by the FCC.

3. A change in price cap carrier
makes high-cost support 100
support.

4

5

An
the

add-back in support Ín the high-cost mechanísm in
amount of $4.5 million.

A clarification that NUSF-7 support would be removed
f rom the SAM and will now be paid outside t,he model .

In addition, Attachment
reduction in remittances for

\\A'/ showed the proj ected overall
2016/20t7 at 16 percent.

The Commission proposed that the 201,7 high-cost support
be distributed consistent with the calculations provided in
Attachment *B' to t.he December order. More detailed
information was provided in the 2or7 sAM Model on the
Commission's website at http ¿ / /www.psc.nebras
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Frontier obj ect.ed t.o the proposed methodol ogY , stat.ing
it, was not clear how the NUSF-Earn Form figures would work
with the SAM comput,atíons. Frontier also argued the
Commission's compeLiLive l-oss adjustments to the NUSF-Earn
Form \dere not appropriate. Frontier also argued that the
reduction in the rate of reLurn may not be appropriat.e for
Nebraska, and may need further study. Frontier also soughL
clarification as to how it should reflect CAF II supporL in
the NUSF-Earn Form. FronLier furt.her stat.ed t.hat it, is their
understanding that. the le,gislature int.ended Lhe NUSF to bot.h
preserve and advance the service provided Lo cusLomers, and
that the new methodology would only serve to advance
servj-ces, while not preserving existing ones. Frontier also
argued that t.he Commj-ssj-on should adopt particular procedures
t.hat are simple, explicit, Limely, and transparent as to how
price cap carrj-ers would aecess t.he funding amounts.

The RIC support.ed the continuaLion of establishing
separate NUSF High Cost Program budgeLs for price cap
carriers and raLe of reLurn carriers. RTC argued that. while
RIC supporLs the step down in authorized rate of return as it
conforms Lo the FCC order, RIC would prefer that the
Commission open a separate proceeding to consider this issue
on 1ts own. RIC expressed concern thaL the adoption of a

$52.50 benchmark for the NUSF High Cost Program may be
inaþpropriat,e for Nebraska. While they did not objecL to
this 1evel being adopted temporarily, they believe more
evidence should be gathered before a more permanenL level is
set.. RIC further urged the Commission Lo open an
investigation into Lhe reason for declining remittances to
the NUSF, in order to more appropriately plan for the long
Lerm survival of the Nebraska Universal- Service Fund.

The RTCN did not object to converting price cap high-
cost support to 100 percent capital investment support, buL
would object if such a policy were to be applied to rale of
reLurn carrj-ers. RTCN requested further explanation as to
Lhe reduction in the raLe of return raLe. RTCN also urged
the Commission to implement NUSF contribution reform in light.
of the reduct.ions in remittance receipts.

CenturyLink objected to t.he Commission's proposal to
allocate 100å of Lhe N'USF high cosL distribuLions for price
cap carriers to broadband grant project.s, âs support is
needed to offset the ongoing -mainLenance and operating cosLs
of the network in high cost rural areas. Centuryl-.,ink did not
object to a reducLion in the rale of return, buL urged Lhe
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Comrnission to adopt a reasonable transition period.
Centurylink also stated that a transition to the SAM modeL
would 'not create greater stability and predictability in
support.

I¡lindstream ¡cÕmmented that generally they would prefer to
keep the current methodology, however they also offered
specific commenLs in regards to the framework proposed by t'he
Commission. Because V'lindstream vafues consisLency in support
f rom year to year, V'lindstream supported- usi-ng the 2OL6
support amount as the starting point for the high-cost
pl:ogram budget. Windstream alsol preferred that the
Cornmj"ssion continue to use the 2016 support mechanism rather
than the proposed one, as it provided a balance between
ongoing and grant.-based support. Windstream objected t,o the
imputation of revenue for competitive l-osses, arguing that
this is based on the false premise that need for ongoing
support declines when lines are lost to competition.
Further, Win{stream did not oppose using the FCC's priescribed
rate of reLurn, but argued it should be gradually phased in.
V'lindsLream also proposed that CAF TI funding used for capital
expenditures be treated as contra capital accounting for the
SAM process, in order to offset the associated expenditures
reflected in fixed asset accounts. This would prevent the
shifting a!üay of state support for broadband. Finally,
Vrlindst.ream proposed that carriers be allowed to supply the
Commission with supplements to their Form 477 reports in
order to give thE Commission a more complete ¡ricture of their
broadband buildouts.

OPTNÏON AND FTNDTNGS

In consideration of the comments made at the hearing and
filed subsequent thereLo, the Commission finds that 20L7
high-cost support budget amounts should be distributed
consistent with the calculat,ions provided in Appendix rrB" to
the December 2A, 20L7 Order with the modifications to the
price cap carrier support allocation discussed be1ow. Tn
addition, the Commission considers the modifications made
here today to be transitional pending the ouLcome of the
proceeding in NUSF-1-00 which would modernize the contribution
mechanism and adjust the overall size of the NUSF fund.
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Rate of Retlo'rn Step Down

The Commission finds the proposed ràte of return .st,ep
down to 11- percenL should be adopted. As part of it,s reform
of Lhe federal. high-cosL program, the FCC decided t,o
transition Lhe authorized rate of return from L1.25 to 9.75
finding the prescribed 1-1.25 percent. rate was no longer
consistent wit.h the Act and today's financial conditions.l
The FCC adopted a transitional approach which steps down the
authorized raLe of return by .25 percent each year beginning
in 2OL6 unt.il 2O2l when the raLe will be 9.75 percenL.2 The
propôsed. l-L percenL rate of return cap would mirror the FCC

aut.horized raLe of return. Unlike our lnitial proposal,
however, we now find we should review t,he rate of reLurn cap
on an annual basis, afLer seeking commenLs from inLerested
parties. As suggest,ed by the commenters, we wil-l open a
separate proceeding to study the issue further.

Revised Benchmark

The Commission further finds the proposed benchmark rate
of $52 . 50 should be adopted. Again, t.his benchmark is
'consistent with t.he benchmark adopted by the FCC in 1t.s final
version of CAM for purposes of making the offer of model-
based support to price cap carriers and subsequently adopted
by the FCC for the purpose of making t.he offer of model-based
support to rate-of-return carriers.3

Shift, ín Price Cqp Carrier Sugtport

The proposed shift in price cap carrier support
generated a number of commenls; however, none of the commenLs
dissuade us from making a further shift to increêse capital
invesLment support. The Commj-ss j-on wants assurance that all-
carriers are making timely upgrades to Lheir outdated plant

lsee fn the Matter of. connect America Eund et af', ÍÑc Docket No'
âf . , Repor:i- a:nd O:rder:, O¡:cler: anC or:cle.r on R<lcorls:i.cjer:aLl-on, ar'rcj

Notice of Proposecì lìuiernaì<ing, 31 FCC Rcd 3087, 321-1 , paras.
(201"6) ("Rate-of-Return Reform order") '

'See Rate-of-Return Reform Order, 3L FCC Rcd at 32L2,

10-90 et
l-.'Lr.rÍ i:. rl. e I'
325 -326

para. 326 ,

3l- FCC Rcd at 3108,3See Rate-of-Return Reform Order and Further Notice,
para. 53 .
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facilities. Thé Commission's data indicates that price cap
carriers have used support more heavily in the ongoing
maintenance of the nebworks rather than concentraLing suppont
on capital investments projects to build out the needed
broadband capable networks in Nebraska. Vüe proposed
increasíng the allocation of, grant based support over ongoing
maintenance sirpport in part because of t.his concern. ln
addition, however, the Commíssion has been focused on
improving transparency and accountability metrj-cs in its
high-cost program. We recogni-ze the need to set clear goals
for broadband deploymeñt, particularly in those areas that do
not receive federal CAF IT program support. Finally, h/e
believed a shift to grant based support would be more
consistent with the FCC's CAF distribution mechanism that we
supplement with NUSF support.

Trã.st year, _the Commission transitioned support so that
50 percent of support h/as f or ongoing maj-ntenance and 50
percent r¡ias capital construction grant support. V'le believe
that 50 percent allocated to ongoing maintenance in the

^---l --^---^--L : 
- 

1- i ^-1^ m1^ ^ ^ 1--^- - ^11^^-- ^1uurl-errL errvrr(-)rrrterrL _LÈi L(J(J frrgll . J.IIe uLd.Le rJr(JdLtlJdllu uusL
model (SBCM) licensed by the Commission shows that 35 percent
of support was allocated for ongoing maintenance while the
remainder is allocated to capital investmenL. We find that
for the current calendar year the allocation should be
adjusted to a 20/80 percent sptr-it. Rather than adopt the
proposal set forth in our December 20, 2016, Order, we
allocate 20 percent for ongoing maintenance and B0 percent as
grant based capital construction support. We further clarify
that the B0 percent grant support allocated to price cap
carríers are considered capital construction costs. Again,
these al-locations are transitional in nature and may be
further modified by the Commission in subsequent support
years.

As with 20L6 support., price cap carriers are free to
make an application for approval of grant projects at any
time during the year. However, we would like to see a
comprehensíve plan for extending broadband to areas not
already receiving federal support and areas that lack
broadband availabil-ity. The Commission continues to work
t.oward streamlined process for revi-ewing projects.
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Badget and trtUSE-7

No interesLed party objected to Lhe proposed budget with
the separation of NUSF-7 support. The Commission finds these
proposals should be adopted.

ORDER

lT IS THEREFORE ORDERED by Lhe Nebraska Public
Commission that the f ind.ings and concl-usions made
shall be, and they are hereby, adopted

Service
hereín

ENTERED AND MADE EFFECTIVE aL Lincoln, Nebraska t.his
28t.h day of March, 2017.

NEBRASKA I SERV]CE COMM]SSION

COMMISSIONERS CONCURRTNG :

//s//Frank E. Landis
//s//tLl¡¡- schram

fuæ^r
(é"*¿r-n-

Chairman

ATTEST

Executive Director

'éøófut?ef

Spfinted with soy ¡nk on recycled paper$


